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SUMMARY

The document is a ruling granting Ovetta Reid leave to proceed in forma pauperis and a magistrate
judge's recommended ruling on initial review under 28 U.S.C. § 1915. The court concludes that Reid's
claims concerning the financing of a vehicle purchase, including claims under federal criminal statutes
and the Truth in Lending Act, fail to state a claim. It recommends dismissal without prejudice and
leave to file an amended complaint complying with Federal Rule of Civil Procedure 8.
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DISPOSITION other

PROCEDURAL POSTURE Pro se plaintiff moved for leave to proceed in forma pauperis. The
magistrate judge granted that motion and issued a recommended ruling
that the complaint be dismissed without prejudice after initial review
under 28 U.S.C. § 1915.

STANDARD OF REVIEW On initial review of an IFP complaint under 28 U.S.C. § 1915(e)(2),
the court accepts well-pleaded factual allegations as true, disregards
conclusory allegations, liberally construes a pro se pleading, and
dismisses claims that are frivolous, fail to state a plausible claim, seek
relief from an immune defendant, or fall outside the court's
jurisdiction.
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QUESTIONS PRESENTED

1. Whether Reid qualified to proceed in forma pauperis under 28 U.S.C. § 1915(a).

2. Whether the complaint stated a private civil claim based on federal criminal mail-fraud statutes.

3. Whether Reid stated a claim for rescission under the Truth in Lending Act, 15 U.S.C. § 1635.

4. Whether Reid plausibly alleged violations of TILA, Regulation Z, or related disclosure requirements.

5. Whether Reid stated claims under 20 U.S.C. § 1078 or 15 U.S.C. § 1662.

6. Whether Reid plausibly alleged fraud or misrepresentation and whether the federal court had jurisdiction
over such state-law claims.

7. Whether Reid plausibly alleged a refusal to arbitrate sufficient to support an order compelling arbitration
under 9 U.S.C. § 4.

HOLDINGS

1. A plaintiff qualifies for IFP status when the financial affidavit shows that paying the filing fees would
constitute a serious hardship and interfere with providing life's necessities.

2. An IFP complaint must be dismissed when it is frivolous, fails to state a plausible claim, seeks relief
from an immune defendant, or falls outside the court's jurisdiction; factual allegations are accepted as
true, but conclusory allegations are not.

3. A private plaintiff may not initiate a federal criminal prosecution or obtain civil relief under the federal
mail-fraud statute absent a private right of action.

4. Reid could not state a rescission claim under 15 U.S.C. § 1635 because the statute concerns transactions
secured by a principal dwelling, not an automobile, and because any rescission right would have expired
three business days after consummation.

5. Reid failed to state a plausible TILA or Regulation Z claim because the contract disclosed the material
credit terms and optional GAP protection, and she identified no specific disclosure violation.

6. Reid failed to state a claim under 20 U.S.C. § 1078 because that statute concerns federal student-loan
financing and has no apparent application to an automobile purchase.

7. Reid failed to state a claim under 15 U.S.C. § 1662 because the statute regulates advertising of specified
down payments and installment amounts, not the mere requirement or oral communication of a down
payment during an individual sale.

8. The complaint did not state a plausible common-law fraud, negligent-misrepresentation, or innocent-
misrepresentation claim, and the court lacked a jurisdictional basis to hear such state-law claims.

9. Reid did not plausibly allege a refusal to arbitrate sufficient for relief under 9 U.S.C. § 4 because the
contract required her to send a dispute notice to Credit Acceptance Corporation, not merely letters to



Seaview and Lokay.

KEY QUOTATIONS

“a complaint fails to state a claim when it does not include “sufficient factual matter, accepted as true, to
state a claim to relief that is plausible on its face.”” (Section II.A)

“private citizens cannot prosecute criminal actions in federal court.” (Section II.B.1)

“the obligor shall have the right to rescind the transaction until midnight of the third business day following
the consummation of the transaction. . . .” (Section II.B.2)

“a party aggrieved by the alleged failure, neglect, or refusal of another to arbitrate under a written
agreement” (Section II.C.2)

FACTUAL BACKGROUND

Reid purchased a 2019 Hyundai Sonata from Seaview Motors and Repair, LLC, through its agent Arnaud Lokay,
under an installment contract requiring a $2,500 down payment and seventy-two monthly payments. The
contract disclosed an annual percentage rate, finance charge, amount financed, total payments, payment
schedule, and optional GAP protection, and Seaview immediately assigned the contract to Credit Acceptance
Corporation. Reid later sent letters seeking rescission, repayment, and arbitration, alleging that the defendants
violated federal consumer-credit laws and misrepresented the required down payment and amount financed.

PROCEDURAL HISTORY

Ovetta Reid filed a federal complaint against Seaview Motors and Repair, LLC and Arnaud Lokay concerning
the financing and purchase of a 2019 Hyundai Sonata, together with an in forma pauperis motion. The matter
was referred by District Judge Kari A. Dooley to Magistrate Judge Thomas O. Farrish. The magistrate judge
granted IFP status but recommended dismissal without prejudice because the asserted claims were either
implausible, unavailable under the cited statutes, or outside federal jurisdiction.
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