STATE OF ILLINOIS
DEPT. OF FINANCIAL & PROFESSIONAL REGULATION
DIVISION OF FINANCIAL INSTITUTIONS

IN THE MATTER OF )
)
SDS WEST CORPORATION ) NO. 07CC148
)
)
By Certified Mail
To:  SDS West Corporation William R. Mitchell
65 Enterprise Berger Kahn
Aliso Viejo, CA 92656 2 Park Plaza — 6 Floor

Irvine, CA 92614
Bruce Hood, Registered Agent
820 Alabama St.
Huntington Beach, CA 92688

ORDER

1. SDS West Corporation (SDS) is a California corporation that provides “debt
settlement and restructure services.” SDS is not now, nor has it ever been,
licensed in Illinois under the Debt Management Service Act (DMSA), 205 ILCS
665/1 - /22.

2. Section 2 of the DMSA provides, in part, as follows:
Debt management service means the planning and management of
the financial affairs of a debtor for a fee and distributing it, directly
or indirectly, to the debtor’s creditors in payment or partial
payment of the debtor’s obligations or soliciting financial
contributions from creditors.

3. Section 3 of the DMSA provides as follows:
It shall be unlawful for any person to operate a debt management
service or engage in that business as herein defined except as
authorized by this Act and without first having obtained a license
as hereinafter provided.



Section 12 of the DMSA provides as follows:

A licensee may not charge a debtor any fees or penalties except the
following: (1) an initial counseling fee not to exceed $50 per
debtor counseled, provided the average counseling fee does not
exceed $30 per debtor for all debtors counseled; and (2) additional
fees at the completion of the initial counseling services which shall
not exceed $50 per month, provided the average monthly fee does
not exceed $30 per debtor for all debtors counseled.

38 IIl. Adm. Code 140.60 provides, in part, as follows: “(b) a licensee shall not
charge any fee in excess of those provided in Section 12 of the Act.”

Section 16 of the DMSA provides, in part, as follows: “(c) The Director may set
by rule monetary penalties for violation of this Act.”

38 . Adm. Code 140.140 provides, in part, as follows:
a) The Director may penalize a licensee, or other person doing
business without the required license, in an amount not exceeding
$10,000 per violation, when in the opinion of the Director:
1) the licensee, or other person, is violating or is about to
violate any provision of the Act or any rule or condition
imposed in writing by the Department;
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b) The Director may penalize a licensee, or other person, prior to a
hearing.

Section 20 of the DMSA provides, in part, as follows:

(a) The Director may issue a cease and desist order to any
licensee, or other person doing business without the required
license, when in the opinion of the Director, the licensee, or other
person, 1s violating or is about to violate any provision of the Act
or any rule or condition imposed in writing by the Department.

(b) The Director may issue a cease and desist order prior to a
hearing.
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(g) Ifitis determined that the Director had the authority to issue
the cease and desist order, he may issue such orders as may be
reasonably necessary to correct, eliminate, or remedy such
conduct.



9. On June 13, 2006, SDS entered into a debt settlement agreement (the “Lucas
Agreement”) with Robert and Cheryl Lucas, who are consumers residing in Illinois. The
Lucases tendered fees to SDS, and SDS has been negotiating with the Lucases’ creditors
m an attempt to reduce the Lucases’ debt. SDS’s services have included arranging for
payment of the Lucases” debt. A copy of the Lucas Agreement is attached to this order as
Exhibit 1.

10. The SDS website states that SDS offers a “debt mediation program.” A copy of a
page from the SDS website is attached as Exhibit 2.

11. Since June 13, 2006, at the latest, SDS has been engaged in debt management
services as defined by Section 2 of the DMSA.

12. The Lucas Agreement provides for an open-ended compensation structure that
sets no dollar limits on either the monthly or total fees, which is a violation of Sec. 12 of
the DMSA.

NOW THEREFORE IT IS HEREBY ORDERED:

1. SDS shall immediatety CEASE AND DESIST from (a) offering debt
management services to Illinois residents, (b) accepting fees in excess of those allowed
by the DMSA, (c) and entering into new debt settlement agreements with Illinois
residents. This cease and desist order takes effect upon completion of service of the
Order.

2. SDS is ordered to PRODUCE DOCUMENTS to the Department consisting of
any and all debt management service contracts ‘with Illinois consumers since January 1,
2005. The documents shall be produced by February 15, 2008, and delivered to the
Consumer Credit Supervisor at the Illinois Department of Financial and Professional
Regulation — Division of Financial Institutions, 122 S. Michigan Ave. — 19™ Floor,
Chicago, Illinois 60603.

3. SDS shall pay a FINE of $120,000, apportioned as follows:

a. Five thousand dollars ($5,000) per month for engaging in the business of
debt management service without a license since, at the latest, June 13, 2006, in violation
of Sec. 3 of the DMSA, for a total fine of $100,000 (20 months at $5,000 per month);

b. Twenty thousand dollars ($20,000) for establishing a fee structure that
violates Sec. 12 of the DMSA.

The fine shall be due on February 15, 2008, payable to the Illinois Department of
Financial and Professional Regulation, Attn: Consumer Credit Supervisor, 122 S.
Michigan Ave. ~ 19" Floor, Chicago, Illinois 60603.



4. SDS shall pay RESTITUTION to the Illinois consumer named in the Agreement
attached as Exhibit 1, of all compensation, fees or charges received by SDS in excess of
those allowed by Sec. 12 of the DMSA. The restitution payment shall be due on February
15, 2008, made by money order, payable to the consumer, and delivered to the Consumer
Credit Supervisor at the Illinois Department of Financial and Professional Regulation —
Division of Financial Institutions, 122 §S. Michigan Ave. — 19" Floor, Chicago, Illinois
60603.

Pursuant to Section 20(c) of the DMSA, service by certified mail shall be deemed
complete when the notice is deposited in the U.S. Mail. Pursuant to Section 9(d) of the
DMSA, SDS may request, in writing, within ten (10) days after the date of service, a
hearing on the Order.

A
Dated this [ / day of January 2008

2

Brent E. Adams, Acting Directo;\'/
Division of Financial Institutions
Department of Financial & Professional Regulation
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DEET SETTLEMENT AGREEMENT

This debt settlement agreement (“Agreement™) is made this /3___ day ur’L& st zoo_lc/bcmcn
. 3DS  West Cygrpocatipn, 5 Jocated at 65 Enterprise, Aliso Viejo, CA& 92656, and
REDACTED ("Client"). The partics agree as follows:

1. Services. 8DS Wml%omoruﬁcn (herein refecred to 3s 3DS) agrees o provide dobt seftlement and resirusture
sarvices to Chienl under the terms and conditions of this Agreement (the "Scrvicc“). This Service consists of
negotiating with ereditors oun behalf of Cliem for reduction of unsecured debt end formuletion of a payment plan.
5DS will use its bust efforts 1o setle the Program Debr. as defined bejow, SD3S will timely respond to all Client
inguiries. SDS will keep confidential and not disclose to any third pacly the personal financial fnfosmation provided
by Client. :

On acceptance of Client into the prograns, SDS will provide & "Welcome Packet” contsiging ¢ Schicdule of Program
Debt, 2 Payment Sthedule, a Fund Transfer Sehedule, along with further fnformedon about the program,

2. Clicut Obligagons, Client secepts the follawing obligations:

(a) Client shall Inform SDS of eny additionat debtor, co-sigaer or guatzutor of any of Program Delit. Clisot
is responsible for notifying such additlonal debtoy, CO-3igNer or goarsllor.

(b) Clicot will provide e written list of all unsecured debls (hat he o she wants $DS 1o setile 2nd regtruciuce.
SDS hrs the right io its sole diseretion to exclude certain debts, and will consultwith Client to develop a
mutually agreeable list of debts (the “Program Debt™). A Schiedule of Frogram Debt 5 incorporsted into this
contraet by reference. This Schedule will contmio the e of the creditor, aceount number and putstanding
balance. Debts added to the Progrom Debt afier signing thie Agicoment will be subject to xdditonal feea.
All information provided by Client must be rathful and aceorate; 3DS iy under no obligation to verify
inforroation supplied by Client, but may do so st its sole discretion;

(¢) Client will forward all correspondence fram ereditors to SDS. wetuding collection letters, If creditors
telephone Client, Client will refee them to SDS. Client will pot diseuss his or her finencial situstion with
creditars or discuss settloment. | the creditor eontnues W make contact, Client will coptact SPS and
provide creditar’s name, telephons number and name of contst pereon;

() Client will timely respond to all calls and requests for docurestition from SDS end will prowptly advise
SDS of any change in address of telephorne aumber;

(¢) Clitnt will follow the temws of the ‘Funds Yransfer Schedule' setiing sside funds required for fees,
sertlement reserves and NoteWorld wust sccount maintchauee. All monies authorized will be drafied by
NoteWorld. Of the foes drafred 15% will £0 towards program debi foes, Approximately 40%-51% of thoye
funds will go rowards setlement rescrves, The remaining funds are jtemized (ees for services pravided by
SDS and & monthly maittenanoe ot for your trusy acconnt. The cumber of manths that funds are to be got
aside and the amount 10 be set aside eack monthy will be delermined by SDS frara the informsrion contained
on the Schedule of Program Debt, The Paymcnt Schedule, which documenta the results, s incorporsted into
this Agreemcnt by teference. The monies set aside are (o be used for Progrum Drebt payment unt) the
Progrom Debt is settled or upon termination. i

(£) Cliont shall make no furthee charges to any sccount 1istes on the Sehedule of Frograr Debt. Cliont
will not continue te {pcur debt or open new charge accounts, except tat Client iy retain and use one oharpe
card for emergency pwposes anly, Clicnt will immedintely infonn SDS of such emergency use. Thix
account shall not be inelnded in the SDS program.

(g) Client will not refinauce any rcal ot personal property, exeept {or the sole purposes of lowering interest
mic or obtalning fundy to settle 3 debt. Clienl will inform SDS of his or her intent fo refiance prior to doing

o EXHIBIT

I
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3. Compensation. In consideration for the Seivice provided by 3DS Wegy, Client ghell poy o SDS West a Service
Fee cqual to 15% of the Program Debt, Approxionialy $% 1o 15% of the cstimated cettlizment amount, including
the Service Fee will be pad upon aceeptance into the prograra. The percontage varics baged on types of creditors
enrolled into the program and is in cocatdanice wiih the peyment gehedule provided. All Service Fees owed 10 SDS
West will be peld ns defined v e Payyoent Sebedule.  Chent agrees trt e o vhe will wot make or regaest
chabges to the Funds Transfer Schedule for Goe first 90 duys foltowing commencenent of Clicars
perticipation In the program oy tie fivst thice paymicnts, whichover comes fivel.  Client shall ot instaet the
benk holding any account from which NoteWorld is 2ntaorized to withgrauw Tunds w refuse payment o to demand
refmbursement withowt the express weiten cancemence 0f STS Wesi, Any such instruckioy i9 o snatseial breach of
this sgreement and is grounds for immediate termination, The Fayment Sehedute wil] specify e awount of the
muonthly service fecs to SDS West, settemaat reserves nnd ot aceount raaintenance myment. Clent suthorizes
NotcWorld to inftiate debit of Client's checlang o savings scequn, in accordance swills the Electrnuic Payment
Authorization, for the payment of the Serviee Fees, Senlement resmvee ond Trast sccount maiitenance,  The
Electronic Payrnent Authorization is ncorparated by reference into this Agreement. Gnee the foe s pati, i is vot
refundable. SDS West will sceept no more iy two insulficient funda (NSFs) or payacat yeschedales in any 12-
mounth perjod nfter the first 50 days; encessive NSFs or paywent resehaduley are grounda for rermination. There ig 2
nlmum of 825 fee for exch NSF anid/er bank chargs fees for NSF, There is 2150 2 $25 fee for puyment reschedule.
Ne puyment rescheduale shall be authorizeq within & anys ef {lie payment gete, 1 a clions TEINAVES 2 gccount
from the program beforc foes arc paid fo full, 7% of Uie foo for fhe accounit removed will be credited to Clicots
remaining program foes. If Client removes an ascount after fees kave bews poid in full, no credivwill be applied,

4, Seulement Process. At such tilne as $D§ has reccived the first payroent, DS will commence the Service. SDS
will advise Client of all good falth offers made by creditors snd debt collzctors, and of tielr acceplance of any offers
made by SDS. $DS will not seltle any actount widiaut the spprovel of Client, who bas absolute discretion 1o gcoept
or teject sy settlement offer. On Client's Jpproval of lhe settlenaent of a particklar ereditor account, SD§ will
notfy NotcWorld to issve either an. ovmight check to creditor or a wire tonsfer from your NoteWorld Trust
aceount. For cach transaction, NoteWarld will charge a §15 fee 1o procens payment

Term Settlements. SDS ey negotizie what iy known as a term seitderient on your behslf, Thic is a settlement in
which we negobate a lower pereentege then what is owed and raeke pryment MTGngehteny with your creditor over
lime. Once this iy negotiated wnd mrangements zre made with yow ereditor S8 considers this nocount seftled. We
will take no further action with this creditor on your behslf, IT you feil to ricet tie conditions of this settlernunt SDS
will assume po yesnonsibility or Jiabilley for vour failure tq comply_with the terms ol the setlement asrecment, We
have fulfilled our obligation by negatiatiog a settlcereat on yous sccount aad you &'v now respongible for weeting
thg textns of that settlement,

(8) lothe syent Clicnt comes into a fumy surm, of money_and vishes ssdle_sll peeounts hefnre desivnaped
sompletion date, Clicnt musk way the SDS fee ajong wisth the lurmp sem swben settling the acoounty,

(b) In tho cvent a seftlement offer js rzached zad cleqt doos nnt bave reguired resgrves avajlphle_(zs per
Funds Trunsfer Schedule) ong wamine will he siven, I for  recond time Client does not have required
raserves avoilable for seutlement of ap accownt, clent mey be cincelled from the proprmn due 1o branch of
contmet, NQ rervics fees will be refunged.

5. Monthly Summaory of Account SDS will provide Clicnl with o monthly suramary to inform Client of the stagus
of Client's account. Client has the chaice i receive the nonthly samniery online or through the madl,

6. Tarm, This Agreement will terminats when onch of the credit accounts tepresenting the Propram Debt js satislied
av upon terminalion by vither party a8 provided below.

7. ACKNOWLEDGMENTI AN DISCULAFMERS, Clicnt selatowledeey and agrees that:

(a) The outcome of the negotation Scrvice SDS provides tw Cliept {3 uncerivin and camnot Lo guaranteed.
Client undorgtands taat cach siteation is uniquc tad they resules wil) vary.
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(b) Balance Transfers, ensh advances znd accounts that ave tn swmmors or TMdEment stefus will seltle a higher
percentages. B
(c) The performance of the Service will have an adverse effact on Clieat's ¢radit rating and SDS is nof
respongible for the sctions of the creditors in cesponse ty seitlement efToris,

(d) The Service docs aot include the raodification. corroction of raprovaimeat of Client's credit reports. DS
cannot guarantee how nationzl credit reporting 2pencies will report & settloment, Upoz settdermnent of ap
account, SOS will send preof of settlemest to Chent, who mry forvamrd it o credat reporling agencics.

(&) In the event a ereditor or debt colicelor pursaes legal vomaedice ngainat Cliert. neltlyer 1his Apreement nor
the Setvice iocludes legal reproscnintion. In the event SDS electa w provide legel tepresentation or other
asslsiance, puch representadan or assistence will be provided thegugh o ovieide oLge,

(f) SDS will retoiu lugal eounss) g the peformaice of the Service, bt sack cownsel repragsemrs SDS and not
the jndividua! elient, '

() Neither this Agreement nor the Service fncludes ANy Y epresenteton, sueb se audit znd veriicylion,
debtretirenient, or Internal Revenus Sarvice g negoietida,

(h) The discharge of indvbredness may be consideces wxeble jucome; Cliv should sock the advice of a tax
professional, I . -

8. Termination. Either peciy may terminate Qs Agrecment upen 5 deys wiillen notice to the odier party. SBS may
immediately terminete this Agruement if Client Coils B timely retun docuraw, ts, fails to tirsely respond to SDS of
fails to' sel aside money in accordance with the Fund Transfer Schedule. There is a §75.00 rrocessing fee for
canceliations sfter 5 days and prior to the data of firsr payoient,

9. Arbiration. All disputes or claiws betwean the pastict related to this Agreemcnt shall be submited to binding
arbitvation in accordance with the rules of American Arbitration Assuciation within 20 daye from the dispute date or
claim, Any arbitolion proceedings brought by Client shall take place in Ovange County, California. Judgment upon
the decision of the arbitrator rmay be entered tnto any cowt having jucisdiction therenf. The prevajling party in any
action or proceeding related to this Agrecment shal) be entitled W recover reasonable lege) fees and costs, inchiding
attercey's fees which may be incurrad

t0. Cholce of Law. The Jaws of the State of Celifornia will goverd this agreement without cegard to the conflict of
laws provisions thereof.

1. Integration, This Agreement 2nd he Schedule 2re the complete and exclusive statement of the agreement and

supersedes any proposal, prior agroeraeny, oral or written, a1d 80y otier communications relating w the sertlersem
of debt.

[2. Amendment. This Agreement may not be changed, zrvended, tecopated, receinded or digcharged, cxcept by a
wriling document executed by the pusties hereto, except ns provided int Parsgreph 3 above relating to NSFs and
reschedules, and no wsiver of any of the provicions or conditions of this Apreement o wy of the rights of a party
hereto shall be cffective or binding wnless such wziver shall be in writing end ¢igned Ly the puty claimed to have
given such wajver,

(%) Severability. 1 suy of the above provisions are hzld to b invalid or unerforcenble. the remtning
provisions will not be affeeted.

Client Narme (Print): Ed 1D.ﬂf"f /}., )\!ﬂt,.fs I Clicart Signamre: REDACTED

Spouse Name (Print): @(’r & g?[//a_/_: OGS Spouse Signeture: __/ REDACTED
Date: ___é/_'v/j - 6.”4-
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VWELCOME TO SDS WEST CORPORATION
Eliminate late fees... Eliminate collection calls... Eliminate your debt!
Pay as little as 50% of what you owe and become debt-free in as little as 3 years.

Our debt mediation program can help you pay less and become debt-free fast, find out for yourself.

Click here for a free debt review.
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http://www.sdswest.com/index.asp



CERTIFICATE OF SERVICE

I, Susan J. Gold, Acting Deputy General Counsel of the Iilinois Department of
Financial and Professional Regulation, hereby certify that on January LL , 2008, 1
caused a true copy of the foregoing Final Order to be served on the party named below,

by causing the same to be sent via certified mail to the following:

SDS West Corporation William R. Mitchell
65 Enterprise Berger Kahn
Aliso Viejo, CA 92656 2 Park Plaza — 6™ Floor

Irvine, CA 92614
Bruce Hood, Registered Agent
820 Alabama St.
Huntington Beach, CA 92688
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‘ Susan J. G0



