James J. Welch, # 09546
Assistant Attorney General
Office of the Attorney General
301 SW 10th

Topeka, Kansas 66612-1597
(913) 296-3751

IN THE DISTRICT COURT OF SHAWNEE COUNTY, KANSAS
Division ¢ ’

STATE OF KANSAS, ex rel.
CARLA J. STOVALL, Attorney General
Plaintiff,

Case No. @/266

VS.

CHRIS A. SCHINKER,
d/b/a BANKCARD MANAGEMENT SERVICES; and
d/b/a BANKCARD MANAGEMENT SERVICES, LTD.,

Defendant.

N N Nt e e N e’ e e e e e’ i’

Petition Pursuant to K.S.A. Chapter 60
JOURNAL ENTRY OF CONSENT JUDGMENT

NOW on this QS‘L day of geg L& , 1998, Plaintiff's Petition for Approval of

Consent Judgment comes before the Court pursuant to K.S.A. §50-632(b). Plaintiff, the State of
Kansas, ex rel. Carla J. Stovall, Attorney General, appears by and through James J. Welch,
Assistant Attorney General. Defendant Chris A. Schinker, d/b/a Rankcard Management Services
and d/b/a Bankcard Management Services, Ltd., appears by and through O. Joseph Chornenky.

Whereupon, the parties advise the Court that they have stipulated and agree to the
following matters:

1. Carla J. Stovall is the Attorney General of the State of Kansas.
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2. The Attorney General's authority to bring this action is derived from the statutory
and common law of the State of Kansas, speéiﬁcally the Kansas Consumer Protection Act,
K.S.A. §50-623 et seq.

3. Defendant Chris A. Schinker, d/b/a Bankcard Management Services and d/b/a
Bankcard Management Services, Ltd., is a resident of the state of Arizona and the owner and
operator of Bankcard Management Services and Bankcard Management Services, Ltd. The
principal office of the business is located at 4930 South Ash #103, Tempe, Arizona 85282.

4. Defendant Chris A. Schinker, d/b/a Bankcard Management Services and d/b/a
Bankcard Management Services, Ltd., may be served with process at his last known business
location, 4930 South Ash #103, Tempe, Arizona 85282, or wherever he may be found.

5. Defendant is a supplier within the definition of K.S.A. §50-624(i) and has

engaged in consumer transactions in Kansas within the definition of K.S.A. §50-624(c) and (h).

6. Defendant admits the Court has personal and subject matter jurisdiction over the
parties.

7. Defendant stipulates and waives any objection to venue in Shawnee County.

8. The Attorney General alleges Defendant engaged in the following acts and

practices which are deceptive and/or unconscionable and violate the Kansas Consumer Protection
Act:

a. Defendant offers, solicits and sells credit card protection insurance against

credit card losses resulting from fraud, misuse, or stolen credit cards.

Although Defendant offers and sells such credit card protection insurance,

Defendant has not registered with the Kansas Insurance Department. This

is in violation of K.S.A. §50-626(b)(2)(B), in that it is the representation

made knowingly and with reason to know that the defendant had

sponsorship, approval, status, affiliation and connection that Defendant did

not have.
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Defendant provided some consumers with a registration form. On the
back-side of Defendant's registration form is a section entitled "Your
Liability Information." A true and correct copy is attached hereto and
marked as Exhibit A. In this section, Defendant sets out the federal
liability for a consumer when fraudulent charges are made to such
consumer's credit card; however, such statement is unclear and ambiguous
and does not inform specifically inform consumers that consumers are
afforded such limitations upon liability under federal law whether or not
the consumer opts to purchase Defendant's services. This is in violation of
K.S.A. §50-626(b)(3), in that it is the willful failure to state a material fact
and the willful concealment, suppression and omission of a material fact.
Defendant failed to provide consumers with a confirmation of sale which
conforms with K.S.A. §50-672(b). Some consumers received no such
confirmation. Consumers who did receive such confirmation received a
confirmation which did not include Defendant's address and telephone
number, a detailed description of the services being sold, a duplicate copy
of the confirmation, and the following statement in a type size of a
minimum of twelve points, in a space immediately preceding the space
allotted for the consumer signature: "YOU ARE NOT OBLIGATED TO
PAY ANY MONEY UNLESS YOU SIGN THIS CONFIRMATION
AND RETURN IT TO THE SELLER," in violation of K.S.A. §50-
672(b).

Defendant accepted payment and/or submitted charges to consumers'
credit card accounts before receiving from such consumers an original

copy of a confirmation, signed by the consumer that complied with K.S.A.
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§50-672(b). Defendant's acceptance of such payment and submitting of
charges to consumers' credit cards is in violation of K.S.A. §50-672(c).
Defendant's attempts to enforce credit card charges and transactions and
refusals to make refunds to consumers for transaction in which such
signed confirmations were not received by Defendant are unconscionable,
in violation of K.S.A. §50-675(b).

Defendant's registration forms and/or confirmations exclusion of a
statement that a consumer would not be responsible for any charge unless
and until the consumer signed such confirmation and returned the same to
the defendant is in violation of K.S.A. §50-626(b)(11), in that it is the
sending and deliver a solicitation for goods and services which could
reasonably be interpreted or construed as a bill, invoice, or statement of
account due.

Defendant's transactions with Kansas consumers are unconscionable, in
violation of K.S.A. §50-627(b)(1) in that Defendant took advantage of the
inability of consumers to reasonably protect the consumer's interests
because of the consumer's inability to determine that limitations of liability
of consumers of federal law are afforded to all consumers, whether or not
a consumer opts to purchase Defendant's services.  Defendant's
transactions with Kansas consumers are also in violation of K.S.A. §50-
627(b)(5), in that the transactions Defendant induced consumers to enter
into were excessively one-sided in favor of Defendant.

Defendant made solicitations and sales described above, in violation of the
Kansas Consumer Protection Act, to elderly consumers, in violation of

K.S.A. §50-676, et seq.
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9. Defendant voluntarily admits liability in order to avoid further costly litigation
and end this matter equitably and judiciously, aﬁd agrees to this Consent Judgment without trial
or adjudication of any issue of fact or law.

10.  Defendant agrees to refrain from and to be permanently enjoined from engaging in
those acts and practices alleged to be deceptive or unconscionable in paragraph eight (8) of this
Consent Judgment, and Defendant agrees that engaging in such acts or similar acts, after the date
of this Consent Judgment, shall constitute a violation of this Order.

11. Defendant agrees to refrain from and to be permanently enjoined from engaging in
any and all deceptive and/or unconscionable acts and practices in violation of the Kansas
Consumer Protection Act, K.S.A. §50-623 et seq., as it now exists or as amended in the future
and Defendant agrees that engaging in such acts or practices after the date of this consent
judgment shall constitute a violation of this Order.

12.  The provisions of this Consent Judgment will be applicable to Defendant, and
every employee, agent or representative of Defendant.

13.  Defendant agrees to make available and to disclose the provisions of this Consent
Judgment to his employees, agents and representatives within five days of signing the Consent
Judgment.

14.  Defendant agrees to make full refunds to all consumers with a Kansas address
who seek a refund from Defendant, and from whom Defendant has accepted payment, or who
have otherwise transacted business with Defendant. Such refunds shall be made payable to
individuals due such refunds, and delivered to the Kansas Attorney General's Office in the form
of cashiers checks or money orders at the time of Defendant's signing of this Consent Judgment.

15.  Defendant agrees to resolve any future complaints filed with the Office of the
Attorney General regarding Defendant after the date of this Consent Judgment to the satisfaction
of the Attorney General within 30 days of the date such complaint is forwarded to Defendant for

resolution.
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16.  Defendant agrees to be permanently enjoined from entering into, forming,
organizing or reorganizing into any partnershiﬁ, corporation, sole proprietorship or any other
legal structures, for the purpose of avoiding compliance with the terms or this Consent Judgment.

17. Defendant agrees to pay $ 10,000 in investigation fees and expenses to the "Office
of the Attorney General" of the State of Kansas. In addition, Defendant agrees to pay $ 5,000 in
civil penalties to the "State of Kansas," and an additional $§ 5,000.00 in civil penalties for
violations of the Kansas Consumer Protection Act committed against elderly consumers,
pursuant to K.S.A. §50-677 (totaling $10,000 civil penalties). Payment shall be made by certified
checks and shall be delivered to the Attorney General of the State of Kansas at the time of
Defendant's signing of this Consent Judgment.

18. Defendant agrees to pay all expenses and reasonable attorney's fees in connection
with the collection of any amounts in this judgment, provided Defendant does not pay the
amounts as agreed herein within the time frame stated.

19.  Defendant agrees to maintain all business records for a period of five years and to
allow the Attorney General to inspect all of Defendant's business records in the future to
demonstrate compliance with the terms of this Consent Judgment.

20.  Jurisdiction is retained by this Court for the purpose of enabling any of the parties
to this Consent Judgment to apply to this Court at any time for such further orders and directions
as may be necessary for the modification of any of the provisions hereof, for the enforcement of
compliance herewith, and for the punishment of violations thereof, or for modification of this
Consent Judgment upon agreement of the parties. The parties agree that this Consent Judgment
resolves all issues known to parties under the Kansas Consumer Protection Act relating to the
acts and practices alleged to be deceptive or unconscionable in paragraph eight (8), including
sub-paragraphs, of this Consent Judgment up through the date of the execution of this Consent
Judgment. Pursuant to the terms of this Consent Judgment, the Kansas Attorney General agrees

that she and her office will not pursue any claims, demands or causes of action under the Kansas
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Consumer Protection Act against Defendant for the acts and practices alleged to be deceptive
and/or unconscionable in paragraph eight (8) of tilis Consent Judgment up through the date of the
execution of this Consent Judgment, excepting only any action which may be required to enforce
the provisions of this Consent Judgment.

21.  If any portion, provision, or part of this Consent Judgment is held to be invalid,
unenforceable, or void for any reason whatsoever, that portion shall be severed from the
remainder and shall not affect the validity or enforceability of the remaining provisions, portions
or parts.

22.  Compliance with this Consent Judgment does not relieve Defendant of any
obligation imposed by applicable federal, state, or local law, nor shall the Attorney General be
precluded from taking appropriate legal action to enforce civil or criminal statutes under her
jurisdiction.

23.  The parties understand that this Consent Judgment shall not be construed as an
approval of or sanction by the Attorney General of the business practices of Defendant nor shall
Defendant represent the decree as such an approval. The parties further understand that any
failure by the State of Kansas or by the Attorney General to take any action in response to any
information submitted pursuant to the Consent Judgment shall not be construed as an approval of
or sanction of any representations, acts or practices indicated by such information, nor shall it
preclude action thereon at a later date.

IT IS THEREFORE ORDERED, ADJUDGED AIND DECREED that the stipulation and
agreement of the parties contained herein are adopted and approved as the findings of fact and
conclusions of law of the Court and any monies owed hereunder by Defendant immediately
become a judgment upon filing.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that judgment is entered

against Defendant in favor Plaintiff in the amount of $ 20,000.
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IT IS FURTHER ORDERED, ADJUDGED AND DECREED that pursuant to the Kansas
Consumer Protection Act, and the provisions of K.S.A. §50-632(b), the Court hereby approves
the terms of the Consent Judgment and adopts the same as the order of the Court.

IT IS SO ORDERED.

AR w,m%_
DISTRICTICOURT JUDGE

Approved by:

. Stovall, #1
Attorney General

Kansas Judicial Center
Topeka, Kansas 66612-1597
(913) 296-3751

Attorney for Plaintiff

CLASI

Chris A. Schinker,

d/b/a Bankcard Management Services and
d/b/a Bankcard Management Services, Ltd.
4930 South Ash #103

Tempe, AZ 85282

Defendant
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0.] Chornenky
30BEast Bethany Home Road, Suite #A-209
P oégx, AZ 85012

(602) 264-3289
Attorney for Defendant
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