IN THE CIRCUIT COURT OF PULASKI COUNTY, ARKANSAS
DIVISION

STATE OF ARKANSAS ex rel. B .
DUSTIN MCDANIEL, ATTORNEY GENERAL ‘ _ PLAINTIFF

Cvs CASE NO. CUﬂy - / 00 Q}’
/ i .

‘QCa, INC,, ‘ , | L
D/B/A QUICK CASH OF ARKANSAS, - BT
7 HARRISON QUICK CASH, INC., FILED 09/25/08 15:44:27

“CQC-A, INC., _ . ' Pat 0°Brien Pulacski Circuit Clark
D/B/A CONWAY QUICK CASH, - , ~ CRIG By
. ~“RQC, INC., :
D/B/A RUSSELLVILLE QUICK CASH,
v QCP, INC.,

D/B/A QUICK CASH PROCESSING, 0
~FREEDOM FINANCE COMPANY, INC.,?°
D/B/A QUICK CASH OF SOUTH DAKOTA,
~ JAY BRESLALU, o ' - o
~ AND KELLY BRESLAU - . DEFENDANTS

COMPLAINT

Plaintiff, State of Arkansas ex rel. Dustin McDaniel, Attorney General, for its Complaint

against the Defendants, states: |
PARTIES

1. Plaintiff is the State of Arkansas ex rel. .Du'stin McDaniel, the duly electeid
Attorney General for the State of Arkansas. This is a consumer protection action. This
complaint is brought in the public interest in order to redress and restrain violations of the
Arkansas Deceptive Trade Practices Act, Ark. Code Ann. § 4-88-101 et seq. and the Arkansas
Constitution, Article 19, Section 13, prohibiting usury in the State of Arkansas.

2. Defendants QCA, Inc., Harrison Qufck ‘Cash, Inc., CQC-A, Inc., RQC, Inc., and

QCP, Inc. are Arkansas corporations.



3. Defendant Freedom Finance Company, Inc. is a South Dakota Corporation.

4, Defendant Jay Breslau is the owner QCA, Inc. and Harrison Quick Cash, rnc;,
along with Kerri Breslau. Jay Breslau is also the President and Treasurer of QCA, Inc. and
Harrison Quick Cash, Inc. Jay Breslau is the Vice-President of CQC-A, Inc. and RQC, Inc.

S. Defendant Kelly Breslau is the sole owner of CQC-A, Inc. and RQC, Inc. Kelly
Breslau is the President and Treasurer of CQC-A, Inc. and RQC, Inc.

6. Defendants Jay Breslau and Kelly Breslau are co-owners of QCP, Inc. anri
Freedom Financcﬂ Company, Inc. Jay Breslau is the Vice-President énd Secretary of QCP, Inc;.
and the President and Treasurer of Freedom Finance Company, Inc. Kelly Breslau is the
President and Treasurer of QCP, Inc. and the Vice-President and Secretary of Freedom Finance
Company, Inc.

7 Jay Breslau and Kelly Breslau are residénts of Arkansés.

8. " Jay Breslau personally formulated, directed, controlled, supervised, managed, "
participated in, had knowledge of, and acquiesced in the practices of QCA, Inc., Harrison Quick
Cash, Inc., CQC-A, Inc., RQC, Inc., QCP, Inc., and Freedom Financial Company, Inc. (as more
specifically set out below) to such a degree that Defendant Jay Breslau is personally liable for the
unconscionable and otherwise unlawful acts and practices described below. Defendant Jay
Bresléu is a:“controlling person” within the meaning of Ark. Code Ann. § 4-88-113(d).

9. Kelly Breslau personally formulated, directed, controlled, supervised, managed,
participated in, had knowledge of, and acquiesced in the practices of QCA, Inc., Harrison Quick
Cash, Inc., CQC-A, Inc., RQC, Inc., QCP, Inc., and Freedom Financial Company, Inc. (as more

specifically set out below) to such a degree that Defendant Kelly Breslau is personally liable for



the unconscionable and otherwise unlawful acts and practices described below. Defendant Kelly
Breslau is a “controlling person” within the meaning of Ark. Code Ann. § 4-88-113(d).

10.  Any reference to “Defendants” in this Compldint refers collectively to QCA, Inc;,
Harrison Quick Cash, Inc., CQC-A, Inc., RQC, Inc., QCP, Inc., Freedom Financial Company,
Inc., Jay Breslau, and Kelly Breslau.

JURISDICTION AND VENUE

11.  This Court has jurisdiction over this matter pursuant to Ark. Code Ann. § 4-88-
104, and the éommon law of the State of Arkansas. Venue is proper pursuant to Ark. Code Ann.
§ 4-88-104, § 4-88-112, and the common law of the State of Arkansas. The Defendants have
transacted business in the State of Arkansas.

BUSINESS PRACTICES OF THE DEFENDANTS

12.  Beginning sometime around 1996, through the present, Defendants have operated
what are commonly termed “payday loan” buéinesses in Arkansas undcr the names Quick Cash
of Arkansas, Harrison Quick Cash, Conway Quick Cash, and Russellville Quick Cash.

13,  Defendants also operate businesses in other states including Illinois and
Mississippi that are engaged in lending activities similar to Defendants’ Arkansas lending
businesses.

14.  Plaintiff believes‘C\onway Quick Cash has operated in Cbnway Afkansas since
1996. Presently it is located at 603 Court St. Suite 1, Conway, AR 72032.

15.  Plaintiff believes Russellville Quick Cash has operated in Russellvillé Arkansas

since 1996. Presently it is located at 1509 E. Main St. Suite 10, Russellville, AR 72801.



16. Plaintiff believes Harrison Quick Cash has operated in Arkansas since at least
1999. Presently it is located at 216 W. Stephenson, Harrison, AR 72601. Plaintiff believes that |
Jay and Kerri Breslau purcﬁased Harrison Quiék Cash from other owners sometime in 2002. |

17.  Plaintiff believes Quick Cash of Arkansas has been in operation since 1999.
Presently, Quick Cash of Arkansas is operating at three locations:

a. 100 W. War Eagle, Huntsville, AR 72740
b. 202 W. Commercial, Ozark, AR 72949, and
c. 2103 S. Thompson, Springdale, AR 72764

18. In 2005 Jay Breslau and Kelly Breslau incorporated QCP, Inc. (d/b/a Quick Cash
Processing). Since at least 2006, Quick Cash Processing has acted as the business office for all
of Defendants’ “payday loan” and pawn businesses, including Defendants’ operations outside of
Arkansas. Quick Cash Processing is located at 1301 E. Robinson Av., Springdale, AR 72764.

19. Since the mid to late 1990’s, Defendants have offered high interest, short term
loans commonly referred to as “payday loans” to Arkansas customers. Funds are advanced to
Arkansas consumers against the consumers’ personal checks. The amount of each advance is
always less than the face value of the check presented.

20. The disclosed annual percentage rates (“APR’s™) of Défendanfs’ lending
transactions has ranged from app'roximately. 173% to 868%, depending on the terms of the
individual transactions.

21. . The following describes a typical single check advancement (a/k/é deferred
presentment) loan transaction: A prospective customer visited one of Defendants’ locations (in
this case Russellville Quick Cash), comrleted an application, and wrote a present—dated personaf

check to Defendants for $ 400.00. (The amount of the check may vary from transaction to



transaction, but this amouﬂt is both tyi)ical and instructive.) The customer received § 350.00 in
cash. Defendants agreed to hold the customer’s check for a period of up to fourteen (14) days.
“Exhibit A, attached to this Compiaiﬁt, contains a copyl of the abové described transaction. The
Defendants disclosed the APR for this transaction as 372.45%.

22.  Another Example of Defendants’ lending transactions is in Exhibit B. The
disclosed APR of this transaction with Quick Cash of Arkansas in Springdale is also 372.45%.

23.  The majority of Defendarits’ customers took out multiple loans in a single year.
Many customers engaged in back to back lending transactions, so that many customers borrowed
additional money on the same day the previous loan was due. The effect of back-to-back lending
transactions is the continuation of the initial loan for the price of an additional interest payment
without any reduction in the principal, and without any new loan proceeds to the borrower.

24.  Exhibit C contains eleven (11) payday loan transactions provided to a single
cuétomer between June 2007 and March 2008,‘ approxilﬁately one each month. The APR’s
disclosed by the Defendants on each of these contracts ranged between 298% and 434%.

25. Defendants have offered these high-interest, short term loans in Arkansas since |
approximately 1996 using various corporate structures (as set out below) at different times
depending on the Defendants’ perception of the regulatory and legal climate in Arkansas.

26. In 1999 the Arkéhsas legislature passed Act 1216, the “Check-Cashers Act,”
codified at ARK. CODE ANN. § 23-52-100, ef seq. The Check-Cashers Act purported to allow
for the licensing and regulation of businesses engaged in both deferred presentment transactions,
as well as check cashing, by the Arkansas State Board of Collection Agencies (ASBCA).
| 27. Following passage of the Check-Cashers Act, Jay Breslau and Kelly Breslau

obtained check-cashing licenses from the ASBCA in 199+,



28.  In March of 2001, the Arkansas Supreme Court issued its opinion in the Luebbers
case. The Court found that “that section 23-52-104(b) (of the Check-Cashers Act) is an invalid
attempt to evade the usury provisions of the Arkansas Constitution.” Luebbers v. Money Store,
Inc., 344 Ark. 232, 40 S.W.3d 745 (2001).

29. °  The Supreme Court’s Luebbers opinion clarified that the Check-Cashers Act did
not protect payday lenders from the application of Arkansas usury law.

30. Following the Lubbers opinion in September of 2001, the Defendants suﬁendered
their check-casher licensees issued by the ASBCA. However, Defendants continued to engage
in payday lending activity in Arkansas in virtually the same manner as they had done previouslyl '

THE MISSOURI LICENSE SCHEME

31. Sometime around September of 2001, Defendants purported to sell their
outstanding Arkansas payday loan accounts to a Missouri company, Roaring River Finance, Inc..
Roaring River Finance, Inc. was locatced at 607 Main St., Cassville, MO 65625.

32.  Roaring River Finance; Inc. was licensed to ehgage in payday lending in the Stété
of Missouri. Roaring River Finance, Inc. never obtained a check cashing license in the State of
Arkansas.

33.  Plaintiff believes that Jay Breslau or Kelly Breslau, or Both, had an ownership
interest or financial interest in Roaring River Finance, Inc. |

34, From 2001 through approximately March of 2006, Defendants operated the six)
payday lending locations in Arkansas named in this suit. During this period they purported to
service loans on behalf of Roaring River Finance, Inc. During this period Defendants claimed

that Roaring River Finance, Inc. approved all lending transactions and that lending transactions



originated in Missouri. Defendants claimed that the payday lending transactions were governed
by Missouri law,

35, Itis the Plai.ntiff’ s position that from 2001 through approximately March of 20(36,
any of Defendants’ payday lending transactions entered into in the State of Arkansas are
governed by Arkansas law, including the Arkansas Deceptive Trade Practices Act and the
Arkansas Constitution, Article 19, Section 13.

36.  From 2001 through approximately March of 2006, Arkansas consﬁmers went into
Defendants’ storés in Cbnway, Russellville, Springdale, Ozark, Harrison, and Hunfsville. Thesé
* consumers filled out loan applications in Arkansas, received money at those locations in
Arkansas, repaid loans in Arkansas, and otherwise engaged in all relevant steps to the lending
process in Arkansas to such a degree that Arkansas law should be applied to those transactions.

POST MISSOURI LICENSE CONDUCT

37.  InMarch of 2006, the Missouri Division of Finance, which licenses payday
lenders in Missouri, notified a number of licensees, including Roaring River Finance, Inc., that d
Missouri license would have to be obtained for each location where business is transacted. The
Missouri Division of Finance included in its definition of ‘business’ loan closings or payment
acceptance. According to the Missouri Department of Finance, Roaring River Finance was only
authorized to conduct business from its office in Cassville, MO.

38.  The effect of the Missouri Division of Finance’s notice was to clarify that
Defendants could not use a Missouri license to make payday loans in Arkansas.

39.  After the Missouri regulator’s March 2006 action, Dcfendants purported to

purchase the outstanding Arkansas payday loan accounts from Roaring River Finance, Inc.



40.  In July of 2006, Defendants re—obtained licenses for all six payday lending stores‘
from. the ASBCA.

41.  The Plaintiff believes Defendants continued to offer payday loans in all six of
their Arkansas stores during the period after the Missouri regulator’s March 2006 action and
prior to re-obtaining check-cashing licenses from the ASBCA in July of 2006. Defendants
continued to operate their payday loan stores after July of 2006.

POST MARCH 18, 2008 CONDUCT

42.  On March 18, 2008, the Attorney General demanded that lenders eﬁgaged in the
business of payday lending cease charging interest rates in excess of the limits imposed by the
Arkansas Constitution and cease to engage in conduct prohibited by the Deceptive Trade
Practices Act.

43,  The Defendants respoﬁded ny indicating that they would no longer offer the
deferred presentment optioﬁ pursuant to the Arkansas Check-Cashers Act. Defendants continue
to maintain a check-cashing license with the ASBCA. Defendants have indicated to the ASBCA
that they will not engage in deferred presentment transactions.

44, However, Defendants continue to offer payday loans to Arkansas consumers at
unconscionable and usurious interest rates.

45. Similar to Defendants’ lending activities involving Roaring River Finance,
Defendants now purport to be servicing loans that on paper appear to originate from Freedom
Financial Company, Inc. (d/b/a Quick Cash of South Dakota) in South Dakota.

46, Freedom Financial Company is owned and controlled by Jay Breslau and Kelly |

Breslau. Jay Breslau and Kelly Breslau purchased Freedom Financial Company, Inc. sometime |

in 2006.



47.  Although Defendants purchased Freedom Financial in 2006, Defendants did not
purport to make loans to Arkansas consumers through Freedom ¥ inancial until after the Attorney
General’s March 18, 2008 demand to cease violating the Arkansas Constitution and the
Deceptive Trade Practices Act. Jéy Breslau.ahd Kelly Breslau applied for a money lending
license from South Dakota on March 20, 2008, two days after the Attorney General’s March 18
announcement,

48.  The following des;:ribes a typical single payday loan tfansaction currently used by
Defendants: a prospective customer visits one of Defendants’ Arkansas locations (Conway
Quick Cash), completes an applicétion, and writes a personal‘personal check to Defendants for
$354.60. (The amount of the check may vary from transaction to transaction, but this amount is
both typical and instructive.) The customer receives $ 300.00 in cash from an employee in
Arkansas. Defendants agree to hold the customer’s check for a period of up to fourteen (14)
days. Exhibit D, attached to this Complaint, contains a copy of the above described transaction.:
The Defendants disclosed the APR for this transaction as 474.50%.

49.  Defendants continue to operate the six payday lending locations in Arkansas
named in this suit. Defendants claim that Freedom Financial approves all lending transactions
and that the contracts are governed by South Dakota law.

50.  Despite Defendants’ claims, all of Defendants;’ payday lending transactions
entered into in the State of Arkansas are governed by Arkansas law, including the Arkansas
Deceptive Trade Practices Act and the Arkansas Constitution, Article 19, Section 13.

51.  Arkansas consumers continue to go into Defendants’ stores in Conway,
Russellville, Springdale, Ozark, Harrison, and Huntsville. These consumers fill out loan

applications in Arkansas, receive money at those locations in Arkansas, repay loans in Arkansas,



and otherwise engage in all relevant steps to the lending process in Arkansas to such a degree
that Arkansas law should be applied to the transactions.

52.  Defendants use of a South Dakota entity, owned by Jay Breslau and Kelly Breslau
(Arkansas\ resideﬁts), to make loans at Arkansas stores that are also owned by Jay Breslau and
Kelly Breslau, is clearly a sham and really an attempt at avoiding Arkansas law, which has
prohibited usury for well over one-hundred years.

VIOLATIONS OF THE ARKANSAS DECEPTIVE TRADE PRACTICES ACT

53.  The business practices of the Defendants constitute the sale of “goods” or
“services” within the meaning of Ark. Code Ann. § 4—88-102(6) and (7). The same business
practices constitute business, corhmerce, or trade within the meaning of Ark. Ann. § 4-88-107.

54.  The conduct engaged in by the Defendants constitutes deceptive and
unconscionable trade practices prohibited by the Arkansas Deceptive Trade Practices Act. The
prohibited practices engaged in by the Defendants include, but likely are not limited to, |
violations of Arkansas Code Ann. §§ 4-88-107(a)(1), 4-88-1(57(5)(8), and 4-88-107(a)(10).
More specifically, the Defendants have violated and continue to violate the Arkansas Deceptivef
Trade Practices Act by:

(a) Charging and coilecting unconscionable rates df interest on short term ‘
lending transactions. The practice of charging ultra-high usurious rates of interest is
unconscionable as a matter of law. See State of Ark. v R & A Investment Co., Inc., 336
Ark. 289, 785 SW 2d 299 (1999), Arkansas Board of Collection Agencies and Old
Republic Surety Company v. Mcghee, et al., No. 07-129 (AR S. Ct. Jan. 17, 2008), and |

Staton v Arkansas Board of Collection Agencies and American Manufactures Mutual

Insurance Company, No. 07-53 (AR S. Ct. Feb. 21, 2008).
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(b) In the five years immediately pre;:eding the filing of this complaint (the
DTPA has a five years statute of limitations. Arkansas Code Ann. § 4-88-115), the
| Defendaﬁts have attempted to avoid application of the prohibitions of the Arkansas
Constitution and the DTPA by:

¢)) From 2003 through approximately July of 2006, the Defendants
disguised Arkansas loans as Missouri loans under a scheme adopted only after the
Arkansas Supreme Court struck the operative clause from the Check-Cashers Act.

(2) | From July 2006 through March 2008, Defendants re-obtained
licenses from the ASBCA and used these licenses as a purported basis for charging
unconscionable and usurious interest rates on lending transactions.

3) From March 2008 through the present, Defendants are disguising
loans as South Dakota loans under a scheme adopted only after the Attorney General
demanded that all unconscionable and usurious conduct cease.

55.  Defendants have engaged in unconscionable and usurious lending practices in

Arkansas for over ten years. Defendants have at various times operated schemes involving out

of state companies like Roaring River and Freedom Financial in an attempt to avoid application

of Arkansas law. Each of these schemes is chéllenged by the Attorney General in this

Complaint.

56.  Defendants have at times operated with licenses from the Arkansas State Board of

Collection Agencies granted under the Arkansas Check-Cashers Act. To be clear, any lending

activities engaged in by the Defendants while they held a license from the ASBCA are also being

challenged. The Check-Cashers Act does not, and could never have, authorized unconscionable

and usurious lending transactions.
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5?. The Attorney General intends to seek the forfeiture of illegal profits and payments
taken from Arkansas consumers, the imposition of civil penalties, and permanent injunctive
reli‘ef that will prohibit the Defendants from engaging in any schemes to avoid the prohibitions of
the Arkansas Constitution, the DTPA, and the clear public policy of the State of Arkansas
prohibiting usury.

VIOLATIONS OF THE ARKANSAS CONSTITUTION

58.  Article 19, Section 13 of the Arkansas Constitution places a limit on the
maximum interest rate that may be charged a borrower in a lending transaction: |

(a) General Loans: |

(i) The maximum lawful rate of interest on any contract entered into after the

effective date hereof shall not exceed five percent (5%) per annum above the Federal

Reserve Discount Rate at the time of the contract.

(b) Consumer Loans and Credit Sales: All contracts for consumer loans and credit

sales having a greater rate of interest than seventeen percent per annum shall be void

as to principal and interest and the General Assembly shall prohibit the same.

59.  Defendants are engaged in the business of offering and making short term loans in
amounts of typically between $50.00 and $500.00. The interest, charges, compensation,
consideration or expense Defendants charged, contracted for, and received on those loans greatly
exceeds the maximum amount allowed under the Arkansas Constitution.

60.  The interest charged by Defendants on the loan transactions described in |
paragraphs 21 and 22 above was 372.45% APR according to Defendants’ own disclosures. The
interest charged by Defendants on the loans transaction described in paragraph 48 above was
474.50%. These interest rates are typical of Defendants lending transactions.

61.  Because Defendants charged and received interest or other compehsation in

excess of 17% APR (see Arkansas Constitution, Article 19, Section 13 (b)), each loan was and is

void as to principal and interest, and the Defendants should be prohibited from collecting,
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