OFFICE OF ATTORNEY GENERAL TOM HORNE
ANNUAL REPORT FY 2012

Executive Summary

Editors Note: The following is a summary of the FY 2012 accomplishments of the Arizona Attorney General’s
Office. Full reports from divisions and sections are available in the attached appendices. Appendix
references are contained in this summary under Section and Unit headings in bold.

The historic National Mortgage Settlement, aggressive drug enforcement actions and Arizona’s
role in several historic U.S. Supreme Court decisions are among the highlights of Fiscal Year
2012 in the Arizona Attorney General’s Office (AGO).

Attorney General Tom Horne continued to pursue a robust agenda in FY 2012, and among the
accomplishments was the prominent role played by the Arizona Attorney General’s Office in the
National Mortgage Settlement. Attorneys and other legal professionals from this office were
instrumental in the overall development of the national settlement in recognition of the effects of
the mortgage crisis in Arizona, as well as the expertise the AGO staff brought to the process.

Arizona received more than $1.6 billion as its share of the landmark $25 billion joint federal-
state agreement with the nation’s five largest mortgage servicers over foreclosure abuses and
fraud, and unacceptable nationwide residential mortgage servicing practices.

Arizona’s estimated total share of the settlement is $1.6 billion:

e $1.3 billion principally for principal reduction, but also including a menu of other relief to
homeowners



e Arizona’s borrowers who lost their home to foreclosure from January 1, 2008 through December 31,
2011 and suffered servicing abuse will be eligible for an estimated $110.4 million in cash payments to
borrowers, estimated at approximately$2,000 per borrower

e The value of refinancing loans (reducing interest rates) to Arizona’s current, underwater borrowers
will be an estimated $85.8 million.

e The state will receive a direct payment of approximately $102.5 million.

The unprecedented joint state-federal settlement is the result of a massive civil law enforcement
investigation and initiative that has included state attorneys general and state banking regulators
across the country, and nearly a dozen federal agencies. The settlement holds banks accountable
for past mortgage servicing and foreclosure fraud and abuses and provides relief to
homeowners. With the backing of a federal court order and the oversight of an independent
monitor, the settlement aims to stop future fraud and abuse.

Under the agreement, the five servicers have agreed to pay a total of $25 billion under a joint
state-national settlement structure.

The agreement includes settlement of Arizona’s separate lawsuit against Bank of America and
requires the bank to pay $10 million to the Arizona Attorney General to be used to 1) avoid
preventable foreclosure; 2) mitigate the effects of the mortgage and foreclosure crisis in
Arizona; and 3) enhance law enforcement efforts to prevent and prosecute financial fraud or
unfair or deceptive acts or practices, and/or provide compensation for harm resulting from
conduct alleged in the lawsuit.

The bank has also agreed to the following Arizona-specific provisions, which are not included in
the multistate settlement:

¢ Retain an unaffiliated third party to maximize the response rate for loss mitigation programs

e Confirms that even borrowers who were previously denied for or defaulted on loss mitigation will not
be prevented from applying again solely because of the previous denial or default

e Requires the bank to report Arizona-specific information about modifications and other assistance
provided to Arizona borrowers

Horne noted that the agreement not only provides much needed relief to Arizona borrowers, but
it also puts a stop to many of the bad behaviors that contributed to the devastating effect the
mortgage crisis has had in Arizona and across the country.

The AGO has produced a video primer on the mortgage settlement. It may be viewed here:
http://vimeo.com/43611252

For more information on the mortgage settlement, as well as detailed reports on the other activities of the
Public Advocacy and Civil Rights Division, including the Task Force Against Senior Abuse, Consumer
Information and Complaints Unit, Agency Unit, Tobacco Enforcement Unit, Antitrust Unit, Civil Rights
Compliance and Civil Rights Litigation Sections, Environmental Enforcement Section, and the Agency
Counsel Section, please refer to Appendix A.


http://vimeo.com/43611252

The number of criminal drug prosecutions handled by AGO staff is also a recognition not only of
the scope of that criminal activity in and around Arizona, but of the strong cooperative
relationships between local and federal law enforcement agencies and the AGO.

The Arizona Attorney General’s Office is the prosecuting agency of record in numerous high-
profile drug cases pursued in FY 2012 that warrant attention in this report:

o In September of 2011 17 of 23 suspected members of a large-scale cocaine trafficking operation under
the control of Mexican criminal drug trafficking organizations (DTOs) were arrested. Cocaine valued
at an estimated $25 million to $33 million was taken off the street.

e Just one month later, “Operation Pipeline Express” dismantled a huge criminal DTO suspected of
smuggling more than $33 million worth of marijuana, cocaine and heroin a month across the Arizona
desert.

e Arizona received an early Christmas present with the culmination of “Operation Crank Call” in late
December, in which another criminal DTO was dismantled with multiple arrests and the seizure of an
estimated $12 million in illegal drugs and nearly $8 million in cash.

e The calendar year 2012 was no less busy on this front with the January 27" announcement that 14 of
15 suspected members of a large-scale marijuana and cocaine trafficking operation had been arrested.
This criminal enterprise had been active for more than 10 years smuggling drugs into the U.S. and
then returning to Mexico with smuggled cash.

e Just days later on February 3", Horne announced that more than 30,000 pounds of marijuana and a
small amount of cocaine had been seized from a Mexican criminal DTO operating in the Naco area.
In addition, 12 of 26 suspects had been placed under arrest.

e On May 18" multiple suspects operating a massive heroin-related drug ring in Chandler were
arrested. Horne noted that this operation in particular demonstrates the pervasiveness of drug
trafficking, which permeates every community and demands an aggressive response from prosecutors.

Additional details on the activities of the Criminal Division, including the Southwest Border Anti-Money
Laundering Alliance, Border Crimes Enforcement Section, Drug & Racketeering Enforcement Section,
Financial Remedies Section, Fraud & Special Prosecutions Section, Health Care Fraud and Abuse Section,
Office of Victim’s Services, and the Special Investigations Section will be found in Appendix B.

The vigorous posture taken against the drug trade extends into the AG’s Office work to secure
the international border with Mexico. Arizona’s defense of S.B. 1070 in federal court climaxed
with a late-FY 2012 U.S. Supreme Court ruling upholding the heart of the law that requires law
enforcement to determine if suspected criminals are in the U.S. legally.

That was but one high-profile federal matter that garnered attention from the Attorney General’s
Office.

For example, Horne continued his commitment to personally arguing a number of cases in court,
including the defense of the State against supporters of Tucson’s so-called Ethnic Studies
curriculum who filed suit in U.S. District Court to have Arizona’s law outlawing race-based
classes overturned. The Judge’s ruling had not been announced as of the close of FY 2012.

The Attorney General’s Office also defended nine lawsuits challenging the State’s
implementation and administration of the Arizona Medical Marijuana Act in an ongoing legal
matter that extends past FY 2012.



Added information about the activities of the Attorney General’s Civil Division, including the Education and
Health Section, Employment Law Section, Liability Management Section, Licensing and Enforcement
Section, Natural Resources Section and Transportation Section is found in Appendix C.

In other federal issues, Horne filed suit in federal district court against the federal government for
an injunction and a declaratory judgment that the portion of the VVoting Rights Act requiring
Arizona to pre clear all voting changes with the Justice Department is unconstitutional.

Horne noted that the portions of the VVoting Rights Act requiring preclearance of all voting
changes are either archaic, not based in fact, or subject to completely subjective enforcement
based on the whim of federal authorities.

Arizona has been subjected to enforcement actions for problems that were either corrected nearly
40 years ago and have not been repeated, or penalized for alleged violations that have no basis in
the Constitution

A renewed filing in this action is anticipated in FY 2013.

Arizona officials also look forward to more FY 2012 activity extending into FY 2013 in the Diaz
v. Brewer case. The State has asked for the U.S. Supreme Court to review a Ninth Circuit
decision that holds that Arizona cannot extend health care coverage to a state employee’s spouse
without also doing so for a state employee’s domestic partner.

More information regarding the work of the Solicitor General’s Office, including Library and Research
Services, Continuing Legal Education, Ethics Training, the Open Meeting Law Enforcement Team, may be
found in Appendix D.

Horne achieved a significant victory in federal court with a December 2011 federal court ruling
upholding Arizona’s implementation of its execution protocol. This is affirmation that the State
has followed the appropriate Constitutional protections for capital punishment.

In the ruling issued, U.S. District Court Judge Neil V. Wake denied a request for a permanent
injunction that claimed the Arizona execution protocol was a violation of the Constitutional
prohibition against cruel and unusual punishment, citing the lack of evidence.

Horne commented that the ruling “puts to rest yet another of the specious legal barricades that
capital punishment opponents have thrown up in the past few decades to challenge the death
penalty. Among those who have done this is the United States Department of Justice, which (in
2011) attempted to stop the execution of convicted child-killer Donald Beaty because of the
dispute over the importation of the lethal chemicals necessary to lawfully execute condemned
inmates. That the Department did so was bad enough. That it used its prosecutorial discretion to
do so literally one day before the killer’s scheduled execution was a slap in the face to the family
of his victim. We should never forget that those who are condemned to die for their crimes have
committed some of the most heinous crimes imaginable.”

Greater detail on the accomplishments of the Criminal Appeals / Capital Litigation Division, is outlined in
Appendix E.



The welfare of Arizona’s families is of paramount importance and the Attorney General’s Office
is dedicated to its work for children and the family. Attorneys and other staff from the Child and
Family Protection Division comprise the largest workforce within the office. Some of these
personnel attended just over 64,000 court appearances in FY 2012, which is an increase of
almost 10,000 such appearances; a testament to the growing workload in this critical mission.

Further information on the efforts of the Child and Family Protection Division, including the work of the
Protective Services Section, Child Support Enforcement Section, Civil and the Criminal Litigation and
Advice staff will be found in Appendix F.

In his ongoing effort to attract the best legal talent to serve Arizona in the AGO, Attorney
General Horne re-invigorated efforts to recruit new attorneys from both the private sector, and
from law schools nationwide. Among the tools promoted by the AGO is a recruitment video, to
augment the more traditional HR advertising methods. Information on this outreach and the
video are available here: http://www.azag.gov/employment/

While personnel recruitment is an ongoing task for the administration of the office, a human
resources curveball was thrown at the Attorney General’s office in FY 2012 when a water pipe
burst in the Law Building, requiring the immediate evacuation of all building staff. Hundreds of
Attorney General’s Office employees had to be re-located to the Capital Center Building for
approximately six weeks, presenting a great logistical challenge to the Administrative Services
Division that its staff handled with great professionalism and success.

Additional detail on the activities of the Administrative Services Division, including the Facilities
Management and Planning Section, Human Resources Section and Procurement are available for review in
Appendix G.

The Attorney General’s Office cannot function without proper fiscal planning and management.
The personnel in this area have worked diligently in this era of fiscal austerity and uncertainty to
keep operations running smoothly.

The Business and Finance Division not only oversees budget matters, but collects debts owed to
state agencies and manages the day-to-day financial operations of the agency.

For more detail on the operations of the Business and Finance Division, including the Bankruptcy and
Enforcement Section, Budget Section, Grants Management Section, and Financial Services Section, please
see Appendix H.

Reaching the general public is a vital aspect of Attorney General Horne’s vision. The Attorney
General’s Office is always mindful of the role it plays in the lives of all Arizonans and that this
office exists to serve the public.

Attorney General Horne has made it a priority to ensure that every region of the state is visited
by office personnel and volunteers. And FY 2012 saw the opening of a new Attorney General’s
satellite office in Prescott.

Among the community outreach priorities are protecting the rights of victims, educating children
on Internet safety, working with other state agencies on children and family issues, and
assistance to veterans.


http://www.azag.gov/employment/

Further details on the work of the Community Outreach and Education Division are available for review in
Appendix I.

Thank you for your interest in the operations of the Arizona Attorney
General’s Office.

Executive Office — Law Building, 1275 W. Washington Street Phoenix, Az. 602-542-7000

WWW.azag.gov



APPENDIX LISTING FY 2012 ANNUAL REPORT

APPENDIX A: PUBLIC ADVOCACY AND CIVIL RIGHTS DIVISION

CONSUMER PROTECTION AND ADVOCACY SECTION: Consumer Litigation Unit, National Mortgage
Settlement, Bank Of America Settlement, Mortgage Fraud and Loan Modification Scam Protection, Business
Opportunity Fraud Legislation and Enforcement, Telemarketing Scams and Do Not Call Violations, Auto Repair
Cases and Enforcement, General Consumer Fraud Matters, Task Force Against Senior Abuse

CONSUMER INFORMATION AND COMPLAINTS UNIT: Complaints / Inquiries Statistics, Success Stories
AGENCY UNIT: Department of Insurance. Department of Financial Institutions, Department of Real Estate
TOBACCO ENFORCEMENT UNIT: Master Settlement Agreement, Non-Compliant Tobacco Manufacturers
Shutdown, Internet Tobacco Sales Prohibition, Public Health Enforcement of the MSA, Youth Tobacco Program
ANTITRUST UNIT: E-Books Litigation, Public Finance Law / School Compliance

MONIES RECOVERED

CIVIL RIGHTS COMPLIANCE AND CIVIL RIGHTS LITIGATION SECTIONS: Overview, Accomplishments,
Outreach Activities

ENVIRONMENTAL ENFORCEMENT SECTION: Overview, Accomplishments

AGENCY COUNSEL SECTION: Overview, Accomplishments

APPENDIX B: CRIMINAL DIVISION

SOUTHWEST BORDER ALLIANCE SECTION: Overview

BORDER CRIMES ENFORCEMENT SECTION: Overview, Major cases

DRUG & RACKETEERING ENFORCEMENT SECTION: Overview, Major Cases
FINANCIAL REMEDIES SECTION: Overview, Major Cases

FRAUD AND SPECIAL PROSECUTIONS SECTION: Overview, Major Cases
HEALTH CARE FRAUD & ABUSE SECTION: Overview, Major Cases

OFFICE OF VICTIM SERVICES: Overview, Major Cases

SPECIAL INVESTIGATIONS SECTION: Overview, Major Cases

APPENDIX C: CIVIL DIVISION

Major Cases, Dollars Generated or Saved, Civil Penalties/Fines, Reimbursement of Costs Incurred in the Course of
Investigations and Formal Hearings, Other Savings to State Agencies, Condemnation, Risk Management
Representation

APPENDIX D: SOLICITOR GENERAL’S OFFICE

Major Accomplishments: U.S. Supreme Court Practice, Ninth Circuit Court of Appeals Practice, Arizona Appellate
Court Practice, Ensuring Fair Elections and Informed Public, Identification at the Polls and Proof of Citizenship,
Voting Rights Act, Campaign Finance Enforcement, Lobbying Enforcement, Clean Election Act, Defending Arizona
Statutes, Nominating Petitions Litigation, Special Election CD 8

Significant Achievements: Appellate Practice, AG Opinions, AGO Library and Research Services, Continuing Legal
Education, Ethics, National Attorneys General Training and Research Institute (NAGTRI), Agency Handbook, Open
Meeting Law Enforcement Team (OMLET), Independent Advice

APPENDIX E: CRIMINAL APPEALS/CAPITAL LITIGATION DIVISION

Division Highlights

CRIMINAL APPEALS SECTION: Major cases
CAPITAL LITIGATION SECTION: Major Cases
Division Subprogram Summary



APPENDIX F: CHILD AND FAMILY PROTECTION DIVISION

Mission, Division Summary

PROTECTIVE SERVICES SECTION: Trial Practice, Policy and Training, PSS Appellate Matters,
Accomplishments, Charts and Statistics,

CHILD SUPPORT ENFORCEMENT SECTION: Trial Practice, Policy and Training, Appellate Matters, Statistics,
Accomplishments,

CIVIL AND CRIMINAL LITIGATION AND ADVICE: Statistics and Charts, Accomplishments, Appellate Matters

APPENDIX G: ADMINISTRATIVE SERVICES DIVISION

Mission, Division Summary

FACILITIES MANAGEMENT AND PLANNING SECTION: Daily Operations, Safety and Security, Central
Services, Continuation of Operations Planning

HUMAN RESOURCES SECTION: Strategic Workforce Planning, Skilled Consultation, Organizational
Development, Loss Prevention Oversight

PROCUREMENT

Highlights

APPENDIX H: BUSINESS AND FINANCE DIVISION

Mission, Summary

BANKRUPTCY AND COLLECTION ENFORCEMENT SECTION: Mission, Accomplishments

BUDGET SECTION: Mission, Highlights

GRANTS MANAGEMENT SECTION: Mission, Highlights

FINANCIAL SERVICES SECTION: General Ledger and Accounts Receivable, Payroll, Accounts Payable and
Travel, Highlights

APPENDIX I: COMMUNITY OUTREACH AND EDUCATION OFFICE

Overview, Grant Funded Programs, Internal Initiatives



Accounts Payable and Travel — Appendix H

Administrative Services Division — Appendix G

AG Opinions — Appendix D

AGO Library and Research Services — Appendix D

Agency Counsel Section - Appendix A

Agency Handbook — Appendix D

Agency Unit — Appendix A

Antitrust Unit — Appendix A

Appellate Matters (Child Support Enforcement Section) - Appendix F
Appellate Matters (Civil and Criminal Litigation and Advice) — Appendix F
Appellate Practice (Solicitor General’s Office) — Appendix D

Arizona Appellate Court Practice (Solicitor General’s Office) — Appendix D
Auto Repair Cases and Enforcement — Appendix A

B
Bank of America Settlement — Appendix A
Bankruptcy and Collection Enforcement Section — Appendix H
Border Crimes Enforcement Section — Appendix B
Budget Section — Appendix H
Business and Finance Division — Appendix H
Business Opportunity Fraud Legislation and Enforcement — Appendix A

C
Campaign Finance Enforcement — Appendix D
Capital Litigation Section — Appendix E
Central Services — Appendix G
Child and Family Protection Division — Appendix F
Child Support Enforcement Section — Appendix F
Civil and Criminal Litigation and Advice (Child and Family Protection Division) — Appendix F
Civil Division — Appendix C
Civil Penalties/Fines (Civil Division) — Appendix C
Civil Rights Compliance and Civil Rights Litigation Sections — Appendix A
Clean Election Act — Appendix D
Community Outreach and Education Office — Appendix |
Complaints/Inquiries Statistics (Consumer Information and Complaints Unit) — Appendix A
Condemnation — Appendix C
Continuation of Operations Planning — Appendix G
Continuing Legal Education — Appendix D
Consumer Information and Complaints Unit — Appendix A
Consumer Litigation Unit — Appendix A
Consumer Protection and Advocacy Section — Appendix A
Criminal Appeals/Capital Litigation Division — Appendix E
Criminal Appeals/Capital Litigation Division Subprogram Summary — Appendix E
Criminal Appeals Section — Appendix E
Criminal Division — Appendix B

D
Defending Arizona Statutes (Solicitor General’s Office) —Appendix D

Dollars Generated or Saved (Civil Division) — Appendix C
Drug & Racketeering Enforcement Section — Appendix B



E
E-Books Litigation — Appendix A
Ensuring Fair Elections and Informed Public — Appendix D
Environmental Enforcement Section — Appendix A
Ethics — Appendix D

F
Facilities Management and Planning Section — Appendix G
Financial Institutions (Dept. of) — Appendix A
Financial Remedies Section — Appendix B
Financial Services Section — Appendix H
Fraud and Special Prosecutions Section — Appendix B

G
General Consumer Fraud Matters — Appendix A
General Ledger and Accounts Receivable — Appendix H
Grant Funded Programs — Appendix |
Grants Management Section — Appendix H

H

Health Care Fraud & Abuse Section — Appendix B
Human Resources Section — Appendix G

I
Identification at the Polls and Proof of Citizenship — Appendix D
Independent Advice (Solicitor General’s Office) — Appendix D
Insurance (Dept. of) — Appendix A
Internet Tobacco Sales Prohibition — Appendix A
Internal Initiatives (Community Outreach and Education Office) — Appendix |

L
Lobbying Enforcement — Appendix D
Loss Prevention Oversight — Appendix G

M
Master Settlement Agreement — Appendix A
Monies Received — Appendix A
Mortgage Fraud and Loan Modification Scam Protection — Appendix A

N
National Attorneys General Training and Research Institute (NAGTRI) — Appendix D
National Mortgage Settlement — Appendix A
Ninth Circuit Court of Appeals Practice — Appendix D
Nominating Petitions Litigation — Appendix D
Non-Compliant Tobacco Manufacturers Shutdown — Appendix A

(o]
Open Meeting Law Enforcement Team (OMLET) — Appendix D
Organizational Development (Human Resources Section) — Appendix G
Outreach Activities (Civil Rights Compliance and Civil Rights Litigation Sections) — Appendix A

P
Payroll- Appendix H
Policy and Training (Child Support Enforcement Section) — Appendix F
Policy and Training (Protective Services Section) — Appendix F
Procurement — Appendix G



Protective Services Section — Appendix F

PSS Appellate Matters (Protective Services Section) — Appendix F
Public Advocacy and Civil Rights Division — Appendix A

Public Finance Law / School Compliance — Appendix A

Public Health Enforcement of the (tobacco) MSA — Appendix A

R
Real Estate (Dept. of) — Appendix A
Reimbursement of the Costs Incurred in the Course of Investigations and Formal Hearings — Appendix C
Risk Management Representation — Appendix C

ln

Safety and Security — Appendix G

Savings (Other) to State Agencies — Appendix C
Skilled Consultation — Appendix G

Solicitor General’s Office — Appendix D
Southwest Border Alliance Section — Appendix B
Special Election CD 8 — Appendix D

Special Investigations Section — Appendix B
Strategic Workforce Planning — Appendix G

T
Task Force Against Senior Abuse — Appendix A

Telemarketing Scams and Do Not Call Violations — Appendix A
Travel — Appendix H

Trial Practice - (Child Support Enforcement Section) — Appendix F
Trial Practice - (Protective Services Section) — Appendix F
Tobacco Enforcement Unit — Appendix A

U
U.S. Supreme Court Practice — Appendix D

I<

Victim Services (Office of) — Appendix B
Voting Rights Act — Appendix D
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APPENDIX A

Attorney General Horne’s hallmark achievements in consumer protection during
fiscal year 2012 include:

e The National Mortgage Settlement

e Promoting new laws to prohibit business opportunity fraud, together with filing
consumer fraud lawsuits against those behind work at home schemes

e Focusing on seniors through the Task Force Against Senior Abuse

e Successful undercover operations at auto repair shops to keep businesses
honest

e Obtaining restitution for consumers who file complaints with the Attorney
General’s Office

e Diligently enforcing the tobacco Master Settlement Agreement

e Keeping cigarettes away from kids, by aggressively enforcing existing laws and
promoting a new law outlawing cigarette sales over the Internet

e Promoting competitive pricing practices for e-books.

CONSUMER LITIGATION UNIT

The National Mortgage Settlement Against the Nation’s Five Biggest Banks

On February 9, 2012, an historic joint state-federal settlement was reached
between Arizona and 48 other states, the federal government and the country’s five
largest residential mortgage loan servicers—Ally/GMAC/Residential, Bank of America,
Citibank, JPMorgan Chase and Wells Fargo. The settlement will provide as much as
$25 billion in relief to distressed borrowers and direct payments to states and the federal
government. It's the largest civil settlement reached by the Attorneys General since the
tobacco settlement. Arizona’s share is estimated at $1.3 billion.

The agreement settled state and federal investigations finding that the country’s
five largest loan servicers engaged in unacceptable and sometimes fraudulent
1



mortgage servicing and foreclosure practices. These practices violated state and
federal law. The settlement provides benefits to borrowers whose loans are owned by
the settling banks as well as to many of the borrowers whose loans they service. The
U.S. District Court for the District of Columbia signed and entered consent judgments
reflecting the terms of the settlement on April 4, 2012.

Key Provisions of the National Mortgage Settlement

Aid to homeowners needing loan modifications, including first and second lien
principal reduction. The servicers are required to work off up to $17 billion in principal
reduction and other forms of loan modification relief nationwide within 3 years of entry of
the judgments.

State attorneys general anticipate the settlement’s requirement for principal
reduction will show other lenders that principal reduction is an effective tool in
combating foreclosure and that it will not lead to widespread defaults by borrowers who
really can afford to pay.

Aid to borrowers who are current, but underwater. Eligible borrowers will be able
to refinance at today’s historically low interest rates. Servicers will have to provide up to
$3 billion in refinancing relief nationwide.

Direct payments to borrowers who lost their homes to foreclosure. The
settlement provides payments for foreclosed borrowers, but with no requirement to
prove financial harm and without having to release private claims against the servicers
or the right to participate in the Office of the Comptroller of the Currency review process.
An estimated $1.5 billion in benefits will be realized by some 750,000 borrowers
nationwide under this program.

Payments to signing states to help fund consumer protection and state
foreclosure protection efforts Arizona has received $97.7 million pursuant to the
National Mortgage Settlement. The Arizona Legislature appropriated $50 million to
compensate the state for costs resulting from alleged unlawful conduct of defendants
and to be used in current state general fund efforts in areas covered by the National
Mortgage Settlement. The remaining $47.7 million will be used by the Office for state
foreclosure prevention programs, Attorney General's Office costs and fees, and to
remediate the effects of the foreclosure and housing crisis in Arizona.

First ever nationwide reforms to servicing standards; something that no other
federal or state agency has been able to achieve. These servicing standards require the
banks to establish a single point of contact for borrowers, adequate staffing levels and
training, better communication with borrowers, appropriate standards for executing
documents in foreclosure cases, ending improper fees, and ending dual-track
foreclosures for many loans.

State AG oversight of national banks for the first time. The servicers, 4 of whom
are national banks, are required to regularly report compliance with the settlement to an
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independent, outside monitor who reports to state Attorneys General. Servicers will
have to pay heavy penalties for non-compliance with the settlement, including missed
deadlines. Arizona is one of 12 states appointed to serve on the national Monitoring
Committee to oversee the banks’ compliance with the settlement terms.

Separate Settlement with Bank of America

In addition, on February 9, 2012, the Attorney General announced a separate
settlement with Bank of America, resolving a lawsuit filed by the Attorney General in
December, 2010. This separate agreement requires the bank to pay $10 million to the
Arizona Attorney General to be used to: 1) avoid preventable foreclosure; 2) mitigate
the effects of the mortgage and foreclosure crisis in Arizona; and 3) enhance law
enforcement efforts to prevent and prosecute financial fraud or unfair or deceptive acts
or practices, and/or provide compensation for harm resulting from conduct alleged in the
lawsuit. The agreement also requires the bank to pay the Attorney General’s costs and
attorneys’ fees incurred in the lawsuit. The bank has also agreed to the following
Arizona-specific provisions, which are not included in the Multistate settlement. Bank of
America is required:

e To retain an unaffiliated third party to maximize the response rate for loss
mitigation programs;

e To confirm that even borrowers who were previously denied for or
defaulted on loss mitigation will not be prevented from applying again
solely because of the previous denial or default; and

e To report Arizona-specific information about modifications and other
assistance provided to Arizona borrowers.

In the coming years, the Attorney General will work to ensure that Arizona
consumers realize the maximum benefit from the mortgage settlements.

Protecting Consumers from Mortgage Fraud and Loan Modification Scams

Although the number of complaints about foreclosure rescue and loan
modification companies declined in the last year, the Attorney General continued to
pursue companies that deceived consumers and failed to comply with new laws
banning “up front” fees for foreclosure services. Here are some examples:

State v. The Mortgage Law Group, LLP and Underwater Property Solutions, LLC-
The Attorney General filed a complaint alleging that the defendants engaged in
deceptive practices in the marketing and sale of mortgage loan modification services to
consumers, including representing that the services would be performed by lawyers
when, in fact, no actual substantive work was performed by lawyers and the services
largely consisted simply of collecting information from consumers and forwarding it on to
the consumers’ lenders. A consent judgment with defendant, Underwater Properties
Solutions, was negotiated and approved by the court in April, 2012. Litigation against
The Mortgage Law Group, an lllinois based law firm, continues.
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State of Arizona v. Mortgage Assistance Group-An undercover investigation
confirmed that consumer complaints against Mortgage Assistance Group (“MAG”), a
loan modification company, charged up-front fees to consumers in foreclosure, in
violation of Arizona law. Because the company and its principal, Stan Allotey failed to
comply with the Attorney General’s civil investigative demand, the state obtained a court
order requiring him to provide the requested information and preventing him from
advertising his mortgage assistance services until he did so. When Mr. Allotey failed to
follow the order, the court found him in contempt, ordered jail time, and imposed civil
penalties. A separate consumer fraud action was later filed, which is now in litigation.

State v. Mortgage Capital USA, Inc.-The Attorney General filed a consumer fraud
lawsuit in Pima County Superior Court against Mortgage Capital USA, Inc., a loan
modification company, and its Chief Executive Officer, Gustavo R. Anaya. The
complaint alleged that defendants used deceptive means to lure distressed, primarily
Spanish-speaking homeowners, to pay up-front fees on the promise that defendants
would help them avoid foreclosure. Consumers complained that Mortgage Capital USA,
Inc. instructed them to stop paying their mortgage while the company supposedly
negotiated a mortgage loan modification. Some consumers then lost their homes in
foreclosure, and most received little or none of the promised benefits. Litigation is
ongoing.

Legislation and Enforcement Actions Targeting Business Opportunity Fraud

Business opportunity fraud results in hundreds of consumer complaints each
year. To combat this continuing problem, the Attorney General backed legislation to
regulate the sale of business opportunities in Arizona. Under the new law, any company
or individual that sells business opportunities or any advertising or other services
associated with business opportunities must:

e File an annual registration with the Arizona Secretary of State that
identifies the principals of the business and provides their previous history
in the industry;

e Maintain a $100,000 bond with the Arizona State Treasurer, proceeds of
which would be payable to consumers who are defrauded by the seller;

e Provide specific, written disclosures to potential purchasers before a
business opportunity is sold;

e Give each consumer-purchaser a written contract; and

e Provide consumers with a ten day “cooling off” period after the contract is
signed.

The new law (House Bill 2825) is effective as of August 2, 2012. The Attorney
General will monitor compliance with the law, and has authority to sue violators for civil
penalties and other types of relief.

The Consumer Litigation Unit also brought several cases against business
opportunity companies under existing laws. Not only did the Attorney General obtain
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refunds for consumers, but also these actions prevent the telemarketers from selling
fraudulent business opportunity schemes in Arizona. A few examples include:

State v. Higher Impact, LLC-The court approved consent judgment found
defendants Higher Impact, Inc., Adrien Pirtle and Stephanie N. Davis violated the
Consumer Fraud Act by misrepresenting the effectiveness of their marketing services
and falsely claiming that consumers would realize increased earnings through those
services. The online advertising packages sold by the defendants ranged in price from
$1,000 to $15,000. The settlement in this case provides restitution for victims in the
amount of $250,000, civil penalties and costs totaling $332,460. The judgment prohibits
defendants from selling business opportunities and from other types of deceptive
conduct.

State v. Global Web Exchange, LLC-Here, defendants Global Web Exchange,
LLC, Stacia Best and Danett Brown acknowledged in a consent judgment approved by
the court that they called consumers to sell web-based businesses and advertising. The
defendants misrepresented the amount of commissions that consumers would earn
through their business. The cost of the defendants’ advertising packages typically
ranged from $1,000 to $10,000. Defendants also were found to have violated the
Arizona Telephone Solicitation Statute by failing to comply with the registration and
bonding requirements of the statute. The settlement provides restitution for victims who
filed a complaint with the Attorney General, plus civil penalties and costs totaling
$21,500. The judgment prohibits defendants from selling business opportunities and
engaging in other types of deceptive conduct.

State v. 3XP-In December, 2011, 3XP and its owners, Garrette Lamar Craig and
Annabel Flores Craig, agreed to stop selling business opportunities or conduct any type
of telemarketing business in Arizona. 3XP sold business opportunities via
telemarketing, representing to consumers that they could earn substantial monies by
purchasing a work-at-home business opportunity. Defendants claimed to establish
"web-stores,” through which the public could purchase "name brand” products.
Consumers were charged $199.95 to $2,095.00 to purchase a web-store. Soon after
purchasing the business opportunity, consumers were contacted a second time and
persuaded to buy marketing services to promote their web-stores for an amount up to
$10,000. Few, if any, consumers were able to establish web-stores and none realized
the high earnings guaranteed by defendants. The defendants agreed to pay $30,000 in
consumer restitution and $1,500 in attorneys’ fees and costs.

Telemarketing Scams and Do Not Call Violations

Work-at-home companies are not the only type of companies that violate
telemarketing laws in Arizona. The Attorney General successfully brought these cases
against telemarketers, with more to come.

State v. Abode Air, LLC-After receiving hundreds of consumer complaints, many
from seniors, the Attorney General filed a lawsuit against Abode Air, LLC, alleging that
this air conditioning and heating company engaged in deceptive telephone solicitation
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practices. The Attorney General asked the court for an order temporarily stopping the
company from telemarketing to consumers, many of whom had listed their numbers on
the “Do Not Call” list. After a 2 day hearing at which dozens of consumers testified
about the continuing phone calls they received from the company, the court granted the
Attorney General’'s request. This case was eventually resolved in November, 2011 with
a consent judgment that permanently enjoins Abode Air, LLC from engaging in any
telephone solicitations to Arizona consumer or from Arizona and requires payment of
$15,000.00 in costs and fees.

State v. Green Alliance-In December, 2011, the Unit negotiated an assurance of
discontinuance in which Green Alliance, a solar energy company, agreed to comply with
all laws relevant to its telephone solicitations and to pay the state $7,500 in costs.
Green Alliance was soliciting consumers over the telephone despite the fact that the
consumers’ telephone numbers were on the federal “Do Not Call” list.

State v. Full Speed Funding/First Source Marketing-The Attorney General also
obtained a default judgment and a consent judgment against Full Speed Funding/First
Source Marketing. This is a business opportunity/telemarketing company that targeted
elderly consumers, marketing “low-interest funding” to small businesses. The business
failed to register as a telemarketer, did not provide the required cancellation notice and
did not have a bond. Multiple misrepresentations were made to consumers during the
sales pitch. The default judgment requires the corporate defendants and one individual
defendant to pay $820,830 in restitution, civil penalties of $200,000 and attorneys’ fees
and costs. The second individual defendant, a manager of the business, signed a
consent judgment which includes findings of fact and enjoins him from any and all
involvement in the sale of business opportunities and telemarketing activities and
requires him to pay $30,000 in restitution, $35,000 in civil penalties and $1,500 in
attorneys’ fees and costs.

Auto Repair Cases — Undercover Operations and Judgment Enforcement

State v. Econo Lube N’ Tune Inc.-Meineke Care Car Center #4179, located at
6829 N. 7th Street in Phoenix, was the subject of our first undercover auto operation
this year. The operation showed the Meineke repair person replacing the air
conditioning compressor in the state’s bait vehicle — a costly repair - when the only
defect was a blown fuse, which was comparatively minor. The case was resolved by
consent judgment providing for a payment of civil penalties in the amount of $30,000,
along with $10,494.63 in costs and attorney’s fees. The parent company, Econo Lube
N’ Tune, has also agreed not to further employ Bragg and Gastelum, the two employees
who performed the allegedly deceptive acts, and to institute an employee program to
prevent deceptive practices.

State v. Sun Valley Towing-Based on the results of another undercover
operation, the Attorney General filed a consumer fraud lawsuit against Sun Valley
Towing, LLC, a towing and auto repair shop. According to the suit, the owner of Sun
Valley Towing fraudulently claimed to have replaced the fuel pump in the state’s
undercover vehicle, charging $340.00 to the state’s undercover agent. The state’s
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expert has determined that no replacement was made. Furthermore, Sun Valley Towing
has been the subject of numerous consumer complaints from failure to perform
promised repairs to failure to return customer’s vehicles or make promised refunds.
Litigation is ongoing.

State v. Garo Enterprises dba Trans-plant Plus-The Attorney General also
ensures that companies live up to their earlier agreements to settle consumer fraud
allegations. When they do not, court action is taken. An example is a case filed in
January, 2012, against the operators of Transplant Plus. The state filed a Contempt
Petition against Garo Enterprises, Inc., a Tempe transmission shop run by Robert
Brady, which conducts business under the name Transplant Transmissions. The state
alleged that Transplant Plus violated a previously entered consent judgment against it
by failing to register their trade name with the Arizona Secretary of State, claiming that
Transplant Transmissions could elect whether to perform repairs or refunds when the
judgment required full refunds, and claiming the right to repossess customer’s vehicles
if the payment did not go through or was reversed, among other violations. This matter
was resolved with a court approved addendum to consent judgment including a
suspended civil penalty of $250,000, which is waived if the defendant goes out of
business. Defendant also agreed to a permanent ban from owning or managing a
transmission repair/rebuild business, plus pay consumer restitution and costs.

General Consumer Fraud Matters

State v. Government Careers, Inc.-In March, 2012, the Unit settled a lawsuit filed
in federal court against the owners of Government Careers, Inc. (“GCI”), Richard and
Rimona Friedberg. GCI was a bogus career center located in Tucson but advertising
and selling their program nationwide. GCI guaranteed that it could find consumers
federal government jobs. Consumers paid either $114 for outdated material they could
find online or $965 for an advanced program which purportedly included counseling.
The settlement puts the defendants out of business.

State v. Y.M.S.-This year the Unit also entered into a consent judgment
permanently barring Y.M.S. Inc., its president Gaston Muhammad and his wife Ronna
Muhammad from soliciting Arizona businesses or receiving any funds from Arizona
consumers in response to a solicitation. YMS sent out mailers to companies registered
as corporations or limited liability companies with the Arizona Corporation Commission.
The envelope and form appear to be from a state agency and to require the payment of
a $125 fee for the filing of annual minutes. The consent judgment also contained an
admission to violating Arizona’s Consumer Fraud Statute. The state was awarded
$725,350.00 in civil penalties, costs, fees and restitution in the judgment.

State v. QuinStreet/GIBill.com-We filed an assurance of discontinuance on June
27, 2012 along with 19 other states against the operators of this web site that marketed
for profit school programs to veterans. The assurance covers not only the web site,
GIBill.com but QuinStreet's many other military-related education and other for-profit
education web sites. The states alleged that QuinStreet, Inc. violated consumer
protection laws with its GIBill.com and other military service member web sites which
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gave the appearance that the U.S. government and/or military operated, owned or
endorsed the sites and gave the misleading impression that the schools listed as
“eligible Gl Bill schools” were the only schools at which veterans could use their Gl Bill
benefits. In fact, the list only consisted of QuinStreet clients, almost all of whom are
private, for-profit post secondary schools that pay to be included in QuinStreet’'s military
and other education web sites. Under the assurance, QuinStreet is required to
relinquish ownership and control of GIBill.com to the Department of Veteran’s Affairs,
post clear and conspicuous disclosures on military-related web sites adjacent to the
web site logo and web site nhame that clarify the site is not owned or operated by the
U.S. government, and disclose that the schools that appear during consumers’
searches are advertisers who pay to appear on the sites.

Task Force Against Senior Abuse

This year the Attorney General continued the Task Force Against Senior Abuse
(“TASA”) to bring awareness to the issues surrounding the elderly in our state. The
Taskforce includes attorneys from the Consumer Protection & Advocacy Section, the
Medicaid Fraud and Abuse Unit and the Criminal Prosecutions Section to identify and
prosecute cases. A designated telephone line was implemented in the Consumer
Protection & Advocacy Section which provides an avenue through which the elderly,
and those who work with them, can obtain information or report abuse/fraud. Members
of the Attorney General Community Outreach Services Section offer educational
opportunities around the state in which seniors can participate. TASA formed an
Advisory Group, comprised of community, business and governmental leaders, to
advise Attorney General Horne and the members of TASA on matters concerning senior
citizens in Arizona. TASA has received hundreds of phone calls, e-mail and other
inquiries and made numerous referrals to other agencies.

Examples of Consumer Protection Cases Involving Primarily Senior Victims
Include:

State v. Arizona Residential Services (“ARS”)-The Tucson Consumer Litigation
Unit filed a consumer fraud action against these air conditioning and repair companies
in September, 2011. In Arizona, ARS specializes in HVAC and plumbing services and
operates as American Residential Services; Goettl Air; ARS; ARS/Rescue Rooter; and
Russett Services. The case was settled in April, 2012, with the company’s agreement
to significantly change their business practices and to follow the federal three-day
cooling off rule, which is stronger that the Arizona law. The settlement amount is
$395,000: $240,000 for consumer restitution and $155,000 for attorney’s fees.

State v. Solid Ad Solutions, LLC et al.-Solid Ad Solutions, LLC, E-Web Financial,
LLC and their successor companies tele-marketed web-stores or “Webmalls” to 4,882
consumers from June, 2008 to June, 2011. The victims were frequently elderly, already
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in troubled financial situations and often had no access to or knowledge of the Internet.
No customer recouped their investment, which ranged between $200 and $33,400.
Total business revenues were $6,353,277. Our office received dozens of consumer
complaints, most from elderly consumers. The businesses stopped operating in April,
2011. A complaint was filed against the owners, managers, and top salespeople in
November, 2011. The pre-lawsuit investigation uncovered sales records in which
company employees made notes about their customers such as “Old dude — no clue,”
“Living on social security,” and “Has $9k available on this card today” “BACK END CHA-
CHING!L.” Litigation continues.

. CONSUMER INFORMATION AND COMPLAINTS UNIT

The Attorney General's Consumer Information and Complaint Unit (“CIC”)
received 21,453 written consumer complaints last year and answered over 41,112
telephone calls during fiscal year 2012. Each written complaint was reviewed, most
were sent to businesses for a response and many were referred to other agencies for
handling. All told, we recovered $1,732,105 for consumers last year. The major trends
of consumer complaints last year are as follows:

Complaints/Inquiries

Business Opportunities (General) 1587
Mortgage Companies 1272
Telemarketing Fraud 1198
Misc. Services (General) 1036
Motor Vehicle (Used Vehicle Sales) 550
Collection Services 508
Loan Modification (Mortgage Modification) 392
Motor Vehicle (Repairs) 339
Real Estate — Rentals 277
Phone Service (Cellular) 255

A Few CIC Success Stories

A senior filed a consumer complaint against a Phoenix auto repair shop claiming
poor quality of repairs for which he was charged $1,527. As a result of CIC’s
intervention, the auto repair shop refunded $1,600 to the consumer within a few weeks.

In Tucson, a consumer complained that he paid a local transmission repair shop
to upgrade the transmission in his truck, but the repair shop did not perform the services
they promised. The local repair shop denied the consumer’s allegations. CIC staff and
a longtime volunteer arranged for the local repair shop’s owner and his attorney as well
as the consumer to come to the office to try to resolve the claim. The consumer’s wife
explained her husband has served in the US Air Force for 21 years and is currently
serving in Afghanistan. Not only were arrangements made for the husband to appear,
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via Skype, from Afghanistan, but as a result of CIC’s mediation, $4,000.00 was
recovered for the consumer.

II. AGENCY UNIT

The Agency Unit provides legal advice and representation to the Arizona
Department of Financial Institutions, Real Estate, Insurance, Agriculture and the Arizona
Department of Game and Fish. Because of the diversity of the client agencies
represented, the Agency Units attorneys address a broad range of legal issues at the
Office of Administrative Hearings as well as in state and federal court. A few of the
significant cases handled by Agency Unit lawyers include the following:

Department of Insurance

PMI Group, Inc. (“PMI”) is a mortgage guarantee insurance company that
provides insurance to mortgage holders for situations where home purchasers default
on their loans. PMI is a subsidiary of a large public holding company The PMI Group,
Inc. (“TPG”) that until recently traded on the New York Stock Exchange. PMI had been
experiencing losses from its insurance operations since the beginning of the U.S.
financial and housing crisis in 2007. In August, 2011 the Director of the Arizona
Department of Insurance Department (“DOI”) issued an administrative order placing
PMI under supervision because it was in a hazardous financial condition.

During the supervision, the financial situation continued to deteriorate to the point
that on October 20, 2011 DOI, represented by Agency Unit attorneys, petitioned and
received a superior court order granting DOl immediate possession and control of the
company. TPG challenged that order but the Judge affirmed the order after hearing and
denied TPG’s motion. Soon after that decision, TPG filed for bankruptcy. TPG
ultimately consented to receivership, which was ordered in March, 2012.

Department of Financial Institutions

The Agency Unit represented the Department of Financial Institutions (“DFI”) in
cases against various type of financial institutions regulated by DFI including collection
agencies, debt management companies, and automobile sales finance companies.
During 2012, the Agency Unit handled a number of actions against private “hard money
lenders” involving allegation of unlicensed mortgage banking activities. In one case,
DFI issued a cease and desist order against Bella Funding, LLC for unlicensed
mortgage banking activity. The matter was presented at hearing to the Office of
Administrative Hearings (“OAH”) on May 23, 2012. A Recommended Decision, issued
by the Administrative Law Judge on June 12, 2012, upheld the cease and desist order
as well as the assessment of a $25,000 civil money penalty.

In an action against Coyote Capital, another private lending company allegedly
engaging in unlicensed mortgage activities, the company claimed it only lent money to
allow investors to buy property for commercial purposes, not for residential purposes.
Nonetheless, DFI required the company to obtain appropriate mortgage banking and
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loan origination licenses because they collected compensation from borrowers. The
company ultimately agreed to obtain appropriate licenses and to pay $35,000.00 civil
monetary penalty in a consent order. And in a third case, a company’s advertising
practices as well as its unlicensed activities triggered DFI's administrative action.
Active Funding Group, LLC, a hard money lender, advertised that it was not associated
with any regulatory agency in any state and did not subscribe to any government
policies of conventional lenders. Represented by the Agency Unit, DFI and the company
settled the case with the company’s agreement to change its business practices, and to
pay a $25,000 civil monetary penalty.

Arizona Department of Real Estate

The Agency Unit represented the Department of Real Estate (“DRE”) in cases
that reflected the state of the housing market in 2012. With the real estate crash,
dozens of licensed real estate brokers and sales people failed to maintain continuing
education requirements. Accordingly, DRE, represented by the Agency Unit, took
appropriate steps to revoke the licenses of those who failed to comply with professional
requirements.

In perhaps another sign of the times in 2012, more licensed realtors appeared to
become involved in property management and DRE stepped up enforcement actions.
In one case, DRE summarily suspended the real estate broker’s license for Kevin Ross,
designated broker for PRM, a property management company. After an audit DRE
determined that PRM'’s trust accounts were short approximately $800,000 and that
Ross had misrepresented the status of these accounts during an electronic broker’s
audit. Ross initially appealed the decision but ultimately failed to appear at the hearing
and the Administrative Law Judge upheld the summary suspension and assessed a civil
penalty against Ross.

DRE initiated another administrative action against Donald Dempsey and 3D
Management for property management violations, specifically trust account deficiencies.
The company claimed that an employee had embezzled several thousand dollars from
the company accounts. But this wasn't the first time this company had been in trouble.
Back in July 2006, Dempsey and 3D Management had signed a consent order with
DRE for trust account violations. DRE issued a notice of hearing and complaint based
on the failure to comply with the consent order. After the administrative hearing at which
DRE was represented by the Agency Unit, the Real Estate Commissioner revoked the
licenses for Dempsey and 3D Management.

IV.  TOBACCO ENFORCEMENT UNIT

Successfully Protecting Arizona’s Share of Payments Received Pursuant to the
Tobacco Master Settlement Agreement

In settlement of litigation initiated by the State of Arizona to recover health care
costs resulting from the use of tobacco products by its citizens, Arizona entered into the
Tobacco Master Settlement Agreement (“MSA”) on November 23, 1998. This landmark

11



settlement agreement also resolved similar actions filed by 51 other jurisdictions against
the major tobacco manufacturers. The MSA requires each tobacco manufacturer that
joins the agreement (“participating manufacturers” or “PM”), to make significant annual
payments to the settling states in perpetuity.

In 2012, Arizona received approximately $101 million in total MSA payments.
Since 1998, Arizona has received more than $1.1 billion in settlement payments.

Under state law, all money received by the state from the MSA are dedicated
entirely to the Arizona Health Care Cost Containment System (“AHCCCS”). The
Tobacco Enforcement Unit (“TEU”) protects Arizona’s MSA payments by diligently
enforcing Arizona’s qualifying statute (“Escrow Statute”), in order to protect Arizona’s
share of the MSA payments. The Tobacco Enforcement Unit employed a multi-prong
approach to enforce Arizona tobacco laws during 2012, including the following:

e TEU is defending Arizona against claims by the tobacco companies that they are
entitled to receive back some of the money paid to Arizona in 2003 under the
MSA. It is expected that tobacco companies will make claims for a return of
some or all of the monies paid to Arizona in each of the years subsequent to
2003. Hundreds of millions of dollars are at stake. The 2003 matter is expected
to resolve in the next year.

e TEU enforces laws applying to tobacco companies that elect not to participate in
the MSA. Those nonparticipating manufacturers (“NPMs”) must place certain
amounts of money into a qualified escrow fund for the benefit of Arizona based
on the number of sales made in the state. Among other things, TEU (i)
determines the identity of those NPMs, which had sales in Arizona during a given
year; (ii) calculates the total volume of sales for each NPM; (iii) determines the
escrow liability based on a set statutory rate; and (iv) demands the requisite
funds be timely deposited into a “qualifying escrow fund”. If a NPM refuses to
comply with the Escrow Statute, TEU initiates litigation to obtain compliance.
TEU has again worked diligently to receive total compliance with the Escrow
Statute.

e TEU also enforces the Directory Statute, pursuant to which the Attorney
General's Office publishes on its website a list of the PMs and NPMs allowed to
sell cigarettes and in Arizona as well as the accompanying permitted brands. If a
brand is not listed, it cannot be sold in Arizona. TEU reviews initial and annual
certifications submitted by tobacco companies requesting to be listed in the
Directory, and takes appropriate enforcement action against companies who fail
to comply with the law.

Shutting Down Non-Compliant Tobacco Manufacturers

Attorney General Horne’'s Tobacco Enforcement Unit, together with their
counterparts in other states, brought two decades-long cases to successful resolution in
2012. First, after 11 years of various forms of litigation, the states shut down General
Tobacco. General Tobacco is the successor corporation of Sun Tobacco, an entity
sued twice by Arizona for failure to comply with the Escrow Statute, with subsequent
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litigation resulting in a change of its business practices in an effort to be listed on the
Arizona Cigarette Directory as well as the ultimate sale of its assets to General
Tobacco. General then joined the MSA in 2004, agreeing to make back payments for
Sun’s sales but soon had problems complying with the MSA payment terms. Instead of
honoring its MSA obligations, however, General turned around and sued the states, and
later filed bankruptcy. As part of the bankruptcy proceeding, the states have been
successful in shutting down General, thereby removing this problematic manufacturer
from the market. A good portion of the proceeds of the liquidation expected to go to the
states to cover outstanding MSA payment obligations.

After 10 years of various forms of litigation, TEU and other states have
succeeded in shutting down a second company that failed to comply with Arizona’s laws
- Carolina Tobacco Company (“CTC”). Over the course of several years, this non-
participating cigarette manufacturer allegedly helped another company hide sales in an
effort to lower that other manufacturers MSA payment and misled the state about its
compliance with the escrow statute. TEU eventually succeeded in delisting CTC from
the Arizona Cigarette Directory and removing CTC from the Arizona market. The states
have now successfully negotiated a resolution requiring CTC to deposit all escrow owed
to Arizona, as well as a 100% penalty. Further, CTC will be shut down, its brands
cannot be transferred to any other manufacturer, and its owner, David Redmond, is
permanently banned from any involvement in the cigarette business.

New Laws Prohibiting Internet Tobacco Sales and Strengthening the Escrow
Statute

Attorney General successfully advocated for the passage of SB1280, which was
signed by the Governor and effective as of August 2, 2012. The new law: 1) prohibits
the sale in Arizona of tobacco products (except pipe tobacco and cigars) over the
internet and through other non-face-to-face methods of sale, referred to as “delivery
sales”; and 2) amends the Directory Statute to require that all NPMs listed in the
Directory make quarterly escrow payments, instead of annual payments, which
enhances enforcement of the Escrow Statute.

Under the new delivery sales ban, only Arizona licensed tobacco distributors or
retailers ordering from an Arizona licensed tobacco distributor may purchase tobacco
products through these methods of sale. A violation of this law is a felony offense and
offenders will be subject to civil and criminal penalties including fines, injunctive relief,
and fees and costs incurred by the state for prosecution. This new prohibition promotes
the public health and MSA goals of the state by further limiting youth access to
cigarettes and other tobacco products, and ensuring that all tobacco sales (with limited
exceptions) go through licensed distributors that pay the state excise tax and report
sales to the state, and enhances the state’s enforcement of state tobacco laws and
protection of future MSA payments.
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Enforcement of the Public Health Provisions of the MSA

TEU has also been charged with enforcing the public health provisions of the
MSA, especially when violations of those provisions have a direct impact on Arizona
citizens. The public health provisions contained in the MSA place restrictions on the
PM’s marketing practices in an effort to protect public health.

Youth Tobacco Program

In the past year, TEU has overseen over 2,500 undercover inspections of
tobacco retailers, including multiple inspections in each county of the state. With the
assistance of local law enforcement agencies, approximately 200 citations were issued
to clerks found to be in violation of Arizona’s youth tobacco law. TEU continued its
efforts to encourage participation in all jurisdictions in order to increase enforcement
efforts of Arizona’s youth access law statewide. TEU also worked to create a youth
tobacco presence on the AGO website and began outreach with the tribal governments
throughout Arizona to discuss youth tobacco prevention and cessation. TEU continues
its recruitment efforts to maintain a steady pool of active youth volunteers.

V. ANTITRUST UNIT
E-Books Litigation

In April, 2012, Arizona and 15 other states filed an antitrust suit against Apple,
Penguin, Simon & Schuster and Macmillan for conspiring to fix and raise the prices of
electronic books (“e-books”). E-books are electronic versions of books that can be read
on computers, cell phones and other devices. Seventeen more states later joined the
lawsuit. As a result of the lawsuit and negotiations leading up it, settlements have been
reached with publishers Hachette, HarperCollins and Simon & Schuster. Subject to
court approval, the settling publishers have agreed to pay the following amounts for
consumer compensation nationwide:

e Hachette - $32.25 million
e HarperCollins--$19.93 million, and
e Simon & Schuster--$18.1 million.

Consumers will have the option of receiving a check or a credit to be used toward
the purchase of an e-book or a print book. The credits can be used to purchase books
from publishers other than the settling defendants. Additionally, each settling defendant
will pay the states collectively a total of over $7.6 million to cover investigative, litigation
and other related costs. Litigation against Apple, Penguin and Macmillan is on-going.

Ensuring Schools Comply with Public Finance Laws

14



The Antitrust Unit settled a case involving alleged tuition overcharges. The
Antitrust Unit investigated allegations that Joy Christian School, a private school,
defrauded parents by charging tuition for classes that were actually provided by the
Sequoia Choice Arizona Distance Learning, a charter school. Charter schools are
public schools under Arizona law and may not charge tuition. The matter was resolved
by an assurance of discontinuance with the Joy Christian School requiring it to provide
$150,000 in scholarships, pay $5,000 to the state and $10,000 in restitution to families.

In another case involving a charter school, the Antitrust Unit worked with the
Arizona Department of Education (“ADE”) to address the misuse of federal grant funds.
After ADE found that the Old Pueblo Children’'s Academy (“Old Pueblo”), a charter
school, had misspent some of its federal grant monies, it issued an administrative order
requiring Old Pueblo to return the funds. Old Pueblo, which had closed its school, failed
to respond, so ADE requested that the Antitrust Unit prosecute. Accordingly, the
Attorney General filed a complaint and obtained a default judgment against Old Pueblo
for $72,514.65, the amount of misspent funds.

VI. MONIES RECOVERED FOR THE STATE AND CITIZENS OF ARIZONA

National Mortgage Settlement — $1.3 Billion

Diligent Enforcement of Tobacco MSA - $99.1 Million

Penalties/Costs for Antitrust and Consumer Litigation - $6.3 Million

Recovery for Consumers in response to complaints - $1.7 Million

Recovery for Consumers as a result of consumer protection enforcement actions
(includes Bank of America settlement) - $12 Million
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Civil Rights Compliance and Civil Rights Litigation Sections

APPENDIX B

OVERVIEW

The Arizona Civil Rights Division (“ACRD”), a component of the Public Advocacy
and Civil Rights Division, enforces the Arizona Civil Rights Act (“ACRA”), which
prohibits discrimination in employment, housing, public accommodations and
voting by investigating, mediating and litigating civil rights complaints statewide.
ACRD also provides conflict resolution services and mediation training programs
throughout the state. It not only responds to complaints, but seeks to reduce
discriminatory conduct through education and outreach in the community. ACRD
is comprised of the Compliance Section, which screens and investigates
complaints, and the Litigation Section, which litigates civil rights violations and
provides legal advice and support to the Compliance Section.

The Civil Rights Compliance Section (“CRC”) investigated 1,348 discrimination
charges and resolved 901 cases in FY 2012, including 160 housing charges, 646
employment charges and 95 public accommodations charges. CRC also issued
26 determinations in cases where ACRD found reasonable cause to believe that
unlawful discrimination had occurred. Many of these cases were successfully
conciliated before litigation became necessary.

The Civil Rights Litigation Section (“CRL”) resolved 105 charges of discrimination
either through mediation, conciliation or litigation and performed work on
hundreds of other charges filed with ACRD. As a result of these efforts, the
Litigation Section obtained a total of $1,248,623 in monetary relief for Charging
Parties and for future monitoring and enforcement activities, along with a wide
variety of injunctive relief to prevent future civil rights violations.

ACCOMPLISHMENTS

The Civil Rights Conflict Resolution Program (“CRCR”) mediated 127 civil rights

matters and facilitated 71 agreements, which is a 56% settlement rate. As a result of
these efforts, charging parties received a total of $362,688 in monetary relief and also
obtained significant injunctive relief to assist the parties in finding common ground to
resolve charges of discrimination filed with ACRD.

In an employment matter alleging retaliation, the employer agreed to pay the
charging party $33,000.

Mediation resolved a complaint of housing discrimination based on national

origin. The apartment complex and management company agreed to

recertification of complainant’'s Section 8 status with refund of rent, fixed all
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apartment complex security cameras, cleaned off graffiti on the complex
playground, fixed complainant's fan and locks, and abated mold in the
complainant’s apartment.

e Mediation resolved a public accommodations charge based on religion and
disability. The college agreed to refund charging party’s student loans worth
$16,000.

o After mediation of a disability-based public accommodations charge, the
respondent agreed to pay charging party $2,000 and waived $20,410.85 in
hospital medical bills.

e In an employment matter involving allegations of sex-based discrimination and
retaliation, respondent agreed to pay charging party $55,000.

In addition to their civil rights mediations, the CRCR trains mediators to serve as
volunteer mediators in various superior court alternative dispute resolution programs
and coordinates mediations for various courts in the State of Arizona.

CRL has also helped parties resolve 29 charges through conciliation agreements
achieved prior to the conclusion of ACRD’s administrative investigation or after a
reasonable cause determination was issued but before a lawsuit was filed. Through
these conciliation efforts, ACRD obtained a total of $236,261 in monetary relief for the
charging parties and for future monitoring and enforcement activities. The conciliation
agreements also resulted in substantial non-monetary relief for disabled persons, such
as providing for accessible parking spaces and restrooms, American Sign Language
interpretation, and use of service animals, to ensure that disabled persons could access
businesses and their services, and requiring policy revisions and training to prevent
future civil rights violations in housing and employment.

For example, in one pre-finding housing conciliation involving allegations of
disability discrimination and retaliation in connection with a financial institution’s alleged
failure to allow the disabled complainant to assume a mortgage and to cancel a
foreclosure sale, the complainant and the bank entered into a loan assumption and
modification agreement allowing the complainant to avoid foreclosure. Under the
conciliation agreement, among other things, the complainant received a 40-year loan at
a 1.75% interest rate, deferral of accrued interest and fees until the loan term, and
financial compensation.

In seeking to enforce housing, employment and public accommodations
discrimination laws throughout Arizona, CRL pursued 18 lawsuits in state and federal
trial and appellate courts alleging violations of ACRA, which includes the Arizona Fair
Housing Act and the Arizonans with Disabilities Act (“ADA”). Among the highlights of
the cases litigated by the Litigation Section this past year:

State v. ASARCO, LLC-This employment discrimination case involved
allegations that ASARCO has a history of ignoring complaints of workplace harassment
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and failing to address employees’ use of pornographic graffiti to humiliate, demean and
ostracize co-workers. After an 8-day trial in April 2011, the jury returned a verdict
against ASARCO on the state’s and the charging party’s sexual harassment claims and
awarded the charging party $1 in nominal damages and $868,750 in punitive damages.
This award exceeded the applicable compensatory damages cap under Title VII of the
federal Civil Rights Act by hundreds of thousands of dollars. After post-trial briefing, the
district court reduced the award to the statutory cap of $300,000, ordered injunctive
relief in the form of policy changes and training in state and federal employment
discrimination law for ASARCO employees, and awarded the charging party all of her
requested attorneys’ fees. During FY12, the parties fully briefed ASARCO’s appeal of
the verdict and damages and attorneys’ fees awards, which is now pending with the
Ninth Circuit.

State v. Cinemark-This lawsuit was filed to obtain neckloop assistive listening
devices in Cinemark’s Arizona theaters that would accommodate customers who are
hard of hearing or deaf and use cochlear implants and/or hearing aids with telecoil (t-
coil) technology. Neckloops hang around the guest's neck and transmit sound
magnetically into their cochlear implant or t-coil hearing aid. In this way, the technology
uses the customer’s own adjustments to provide a much higher quality of music,
dialogue, and sound effects without producing feedback. During 2012, the CRL and
Cinemark reached a settlement, which was approved by Pima County Superior Court
on July 2, 2012, that includes providing Cinemark’s six Arizona theaters with neckloops
and receivers, tracking the demand for neckloops, staff training and marketing neckloop
availability.

State v. City of Avondale-In this lawsuit on behalf of a group home provider for
individuals with intellectual disabilities, CRL sought changes to Avondale’s zoning
ordinances that required individuals with disabilities (through their group home or foster
care providers) to meet certain conditions, such as installation of cost prohibitive fire
suppression systems, that were not required in other single family residence uses. After
extensive negotiations, the parties agreed upon a consent decree that provided, among
other things, for amending Avondale’s zoning laws to remove restrictions on individuals
with disabilities living in group living arrangements that do not apply to single family
residences; approving the complainant to operate three group homes in Avondale;
rescinding fines against the complainant; and paying the complainant $49,999 in
individual relief.

State v. City of Cottonwood & Cottonwood Police Department-This employment
discrimination case involves allegations that the Cottonwood Police Department (“CPD”)
made passage of a physical fithess test known to have a disparate impact on women a
requirement to promote to sergeant in order to prevent the only woman ever to have
otherwise qualified to promote from attaining that position. In addition to disparate
impact, CRL’s case includes claims for disparate treatment discrimination and retaliation
relating to defendants’ implementation of the physical fithess test. In 2012, discovery
was completed, CRL moved for partial summary judgment on the disparate impact
claim, and Cottonwood moved for summary judgment on all claims. On July 20, 2012,
the U.S. District Court in Phoenix denied Cottonwood’s motion, granted CRL’s motion,
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and enjoined Cottonwood from requiring CPD officers to pass a physical fithess exam
as a prerequisite for promotion unless the exam in question has been validated as job-
related specifically to the job for which the applicant is applying. Trial on the remaining
issues is likely during 2013.

State v. Dental Smile Spa, Inc. & Dr. Mickel Malek-This lawsuit, brought on
behalf of four former Dental Smile Spa employees, alleged that its owner and only
dentist, Mickel Malek, created a sexually hostile work environment for the charging
parties and then retaliated against them for complaining of the harassment. After three
of the four charging parties settled their own lawsuits, CRL negotiated a consent
decree, which was entered by the Pima County Superior Court on April 23, 2012, that
provided for implementation of equal employment opportunity, anti-harassment and
anti-retaliation policies, including information about where to report alleged harassment;
training in state and federal equal employment opportunity law for Dr. Malek and his
staff and payment of $1,500 to CRL to monitor the consent decree.

State v. Dupnik, et al.-CRL entered into a consent decree with Pima County on
November 2, 2011 in U.S. District Court in Tucson to resolve this case of disability-
based employment discrimination involving allegations that the Pima County Sheriff's
Department refused to grant a 911 call taker’s request to use her certified service dog at
work as a reasonable accommodation for her mobility disability and retaliated against
her for engaging in protected conduct. As part of the settlement, the former employee
received a structured annuity, payment of attorneys’ fees, and a comparable position
with Pima County where she is using her certified service dog. CRL received $15,000
for monitoring and enforcement of civil rights in Arizona. In accordance with the
consent decree, Pima County modified its administrative procedures and forms relating
to reasonable accommodation, conducted training for its ADA Coordinator, ADA Panel
and all County supervisors regarding reasonable accommodation and the prohibitions
on retaliation. Pima County is also reporting to CRL for two years regarding its handling
of all requests for reasonable accommodation from disabled employees.

State v. The Geo Group, Inc.-The lawsuit alleges that a female correctional
officer and a class of similarly situated women at two private prisons operated by
defendant were subjected to a sexually hostile work environment by several male
supervisory officers and retaliated against for opposing those practices. The lawsuit
further alleges that the defendant did not take effective remedial action to put a stop to
the harassment after it was reported. The U.S. Equal Employment Opportunity
Commission adopted ACRD’s findings after the CRC’s administrative investigation and
also filed a lawsuit. The lawsuits have been consolidated in U.S. District Court. After
the Agencies defeated defendant’'s motion to dismiss the class and met the court’s
deadline for identifying all class members, defendant filed a motion for partial summary
judgment to dismiss the class on the grounds that the state and federal statutory pre-
suit requirements required an individualized investigation and conciliation of each class
member. Relying on a 2012 Eighth Circuit opinion, the district court permitted the suit to
proceed on behalf of the charging party and five other class members and dismissed
the other 17 class members, concluding that the Agencies had not individually
investigated the class members who were identified during litigation. CRL and the U.S.
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Equal Employment Opportunity Commission (“EEOC”) have moved for certification of
the issues surrounding the dismissal of the 17 class members for interlocutory appeal
because the decision adversely impacts the Agencies’ ability to bring class actions.
Pending the court’s decision, the parties are actively pursuing discovery.

State v. Harkins Administrative Services, Inc., et al.-The parties successfully
negotiated the terms of a consent decree, which the district court approved on
November 7, 2011. Under the consent decree’s terms, Harkins will offer closed
captioning and video description on 50% of its Arizona theater screens by June 2012
and complete installation on the remaining 50% of its screens by December 2012.
Additionally, the consent decree required expansion of Harkins’ existing employee
training program to include instruction about assisting customers with the new
technology, provision of information about captioned and described movies playing at its
theaters and the placement of the equipment, creation of an accessible website for
visually impaired customers, methods for obtaining feedback from customers about the
new equipment, and specific outreach, promotion and marketing measures to increase
awareness and use of the technology.

Cooke (State) v. Town of Colorado City, et al.-This case of housing
discrimination pending in U.S. District Court in Phoenix alleges that the defendants
discriminated against a Colorado City resident and his family by not providing them with
water and other utility services because of the complainant’s religion and by not
accommodating his disability. It also alleges that the defendants engaged in a pattern
or practice of housing discrimination based on religion. The complainant is a former
member of the Fundamentalist Church of Jesus Christ of Latter Day Saints (“FLDS").
His family has been hauling water to their home for four years due to the defendants’
refusal to provide municipal water service. After completing discovery in May 2012, the
parties filed motions for summary judgment in June 2012. The U.S. Department of
Justice filed a related lawsuit in U.S. District Court of Arizona against these same
defendants in June. No date has been set for trial.

CIVIL RIGHTS OUTREACH ACTIVITIES

In addition to its investigation and enforcement activities, ACRD participates in
and sponsors numerous education and outreach events to inform the community about
civil rights laws and ACRD’s complaint and resolution process. ACRD staff participated
in over 45 of these events during the past year. In addition, the ACRD obtained a grant
from the United States Department of Housing and Urban Development to conduct an
outreach campaign regarding fair housing issues in rural Arizona.
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Environmental Enforcement Section
APPENDIX C
OVERVIEW

The Environmental Enforcement Section (*EES”) provides advice, enforcement and
representation activities related to state and federal environmental and natural
resources law. The Section is divided into two components: the Tanks and Air Unit and
the Superfund Programs Unit. The Section advises, represents and litigates on behalf
of the Arizona Department of Environmental Quality (“ADEQ”) in state and federal
environmental matters and enforces the environmental statutes.

ACCOMPLISHMENTS

State v. Ashton et al.; State v. R.E. Darling-These two cases stem from the
deposition of Joseph Blankinship in the Broadway Pantano landfill Water Quality
Assurance Revolving Fund (“WQARF”) investigation. As a result of the deposition,
ADEQ reached 19 settlements with 23 potentially responsible parties. These
settlements were embodied in two actions in district court in Tucson. The total amount
recovered in all these early settlements was $540,000.00. Although the Ashton
settlements were appealed by several intervenors to the 9th Circuit, ADEQ had already
received approximately $365,000.00 not affected by the appeal, which can be used for
site investigation.

State v. Kenneth Nicholson-The Office of the Attorney General (“AGQO”) pursued
this case involving improper transporting and disposal of used oil. In addition, used oil
was released from multiple 5 gallon pails at the site contaminating the soil. Nicholson
admitted the violations and agreed to cease transporting and disposing of used oil. In
addition, he remediated the soil contamination at the facility. Although ADEQ agreed
that Nicholson was financially unable to pay a penalty, Nicholson eventually paid a civil
penalty of $5859.35.

Arizona Department of Environmental Quality v. ExxonMobil-Along with outside
counsel, the AGO assisted in negotiating a settlement of $11.5 million for claims by the
ADEQ against ExxonMobil. ADEQ asserted that ExxonMobil improperly received
payments from the Arizona State Assurance Fund (“SAF”), which provides monies for
the cleanup of leaking underground storage tanks at gas stations and other facilities.
ADEQ argued that ExxonMobil was ineligible for many of the payments it received and
in some instances ExxonMobil received payments both from the SAF and its private
insurance for the same work. The Parties completed, and ExxonMobil paid, the
Settlement Agreement in November 2011.

State v. BTZ Inc.-AGO assisted in negotiating a settlement of $110,000 for
claims by ADEQ against a Yuma-based construction company, BTZ Inc., for violations
of Arizona air pollution control laws. The company’s violations stemmed from its failure
to conduct required inspections, maintain operating records, utilize pollution control
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equipment, and maintain its equipment in a way to reduce air pollution. In addition, the
company failed to obtain an air quality permit for operating its hot mix asphalt plant and
conducted demolition activities to a building containing asbestos without the appropriate
training or safeguards to reduce air pollution. In addition to the monetary penalties, the
company agreed to implement an environmental management system to prevent future
environmental violations.

State v. South Yuma County Landfill, LLC-AGO assisted in negotiating a
settlement of $70,000 for claims by ADEQ against South Yuma County Landfill, LLC, a
private entity operating a solid waste landfill facility. The settlement resolved violations
of the Arizona air pollution control laws for the company’s failure to obtain an Air Quality
permit for air pollution emissions from the landfill. The company also agreed to
implement an environmental management system to prevent future environmental
violations.

State v. Mineral Park Inc-AGO assisted in negotiating a settlement for $1.3
million for claims by the ADEQ against Mineral Park Inc., a subsidiary of Mercator
Minerals of Canada. The settlement resolved numerous air quality violations alleged by
ADEQ to have occurred in Mohave County. ADEQ asserted that Mineral Park Inc.
operated a large copper and molybdenum mine, including copper and molybdenum
mills, crushing systems, and ore conveyor transport systems northwest of Kingman
without the required air quality permits. After an investigation, ADEQ also asserted
record-keeping violations, violations of hours of operation limitations, malfunctioning
pollution controls, and excessive daily use of explosive materials. In addition to the
penalty, Mineral Park Inc. agreed to implement an environmental management system
to help prevent future violations.

State v. Felton King Company, Inc. and Felton King and Luwalia King-AGO
successfully litigated a default judgment requiring defendants to clean up contamination
at hazardous waste facility or pay $250,000 into a trust that will be used to finance clean
up of site with any remaining balance to the general fund as a civil penalty. Defendants
abandoned their hazardous waste plating business in Phoenix after generating more
than 40 drums of hazardous waste from its chromium, cadmium, black oxide, and nickel
plating lines, which created a health and environmental risk in the community.

State v. Star Valley Veterinary Clinic-AGO negotiated a consent judgment and
settlement between ADEQ and Star Valley Veterinary Clinic (“SVVC’) for violations of
the State’s biohazardous medical rules. SVVC illegally stored and disposed of syringes
and related biohazardous medical waste by placing the waste in unmarked improper
containers and by discarding of the waste with trash in a dumpster for regular trash
pickup. SVVC was found to be unable to pay a penalty based on financial hardship.
SVVC signed consent judgment with a $5,000 civil penalty and a supplemental
environmental project valued at $60,000 for veterinary services and biohazardous
medical waste training to the Humane Society of Central Arizona.

State v. Dome Rock Industries, Inc.-AGO negotiated a consent judgment in
settlement of a five year old case involving the illegal disposal of used oil and petroleum
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contaminated soil. The defendant signed a consent judgment for payment of a $25,000
penalty and injunctive relief requiring closure, including remediation, if necessary, of the
site pursuant to applicable Aquifer Protection Permit Program requirements.

State v. The Carwasher, Inc.-AGO negotiated a consent judgment of the
violations of Arizona’s Under Ground Storage Tank (“UST”) laws by The Carwasher,
Inc. for failure to investigate releases, determine the full extent of contamination, and
report to ADEQ. The Carwasher Inc. is now in compliance with Arizona’s UST laws and
agreed to pay a penalty of $14,901.00.

Butler v. Brewer-AGO successfully moved to dismiss plaintiff's complaint, a
lawsuit in which the plaintiff asked the court to impose a public trust on the atmosphere
and require the governor and ADEQ to limit the carbon dioxide emissions. This action
is part of a group of actions brought in all 50 states, and some countries.

State v. Parker Plate-AGO negotiated a consent judgment in which the
responsible party agreed to pay $51,000 for hazardous waste violations at a Parker
plating facility.

State v. All Pro Industries, Inc.-AGO negotiated a consent judgment in which the
responsible party agreed to pay $40,000 and to perform a supplementary environmental
project worth $16,000, to resolve allegations regarding hazardous waste violations at a
Tempe facility.

State v. Dynamic Machine and Fabrication-AGO negotiated a consent judgment
for the responsible party to pay $10,000 to settle allegations regarding used oil
violations.

State v. AA Sydcol LLC-AGO negotiated a consent judgment in which a waste
facility, agreed to pay $30,000 to resolve allegations regarding hazardous and solid
waste violations at its Yuma facility.

EES IMPACT INFORMATION FOR FY12

e EES collected/saved $1,907,760 in penalties for the State of Arizona.

e EES obtained recoveries for and saved the State Assurance Fund approximately
$11,756,630.
e EES cost recovery for WQARF $365,000.
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Agency Counsel Section
APPE