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An Act relating to credit services organizations, by requiring
their registration, imposing regqulation, and providing
penalties. '
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Section 1. NEW SECTION. 533C.1 DEFINTTIONS.

In thls chapter, untess the context otherwige rvequires:

1. "Buyer" means an individual whe is sclicited to
purchase or who purchases the services of a credit services
organization.

4. "Consumer reporling agency” nhas the Teaning assigned by
secticn 603(F), Tair Credit Reporting Act, 15 0.S5.C. %
168la(tf) as amended Lhrough January L. 1989.

3. “Extension of credit” means the right to deier payment
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debt and defer ivs payment offerea or
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TLON. 523C.2 CREDIT SERVICES ORCANTZATICN

Sec., 2. NOW
2T}

C
DEFINED -- EXIMPTIONS.
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. A credlt services organization is a person who, wilh
: xt

respect to the extension of credit by others and in retugn for
the payment of meoney or other valuable consideration,
provides, or represents that the parson can o will provide,
any of tnc following services:

a. Improving a puyer's credii reccrd, nistory, or caling.

. Obtaining an extension of cradit Ior a suyer.

c. VYroviding advice or assistance L2 4 Ddyer with regard
to paragraph "a" or "b".

2. The following are exempt from this chapler:
person authorized (o make loans oOrf exXTens]
@er the laws ¢f this state or the United States whic
t to regulartion and supervision of this state or tne
United States, or a .eader approved by the United Starces
secretary of housing and urban development for participatlion
in 2 mortcage insurance program under the National Bousing
Aci, 12 U.S.C. § 1701 et seq.

b. A bank or savings and loan association whosze deposits
or accounts are eligible for insurance by the federal depcsit
insurance corporation or the federal savings and loan
insurance corporation, or successor deposit insurance

entities, or a subsidiary of a bank or savings and loan
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<. A credit union dolng business in tnls state.
profic organizarion oxempr from Laxatlon under

1{3) of the Internal Revenue Code, as definad in

¢. A person licensed 33 a real estate broker ox
n, under section 117.20, ac:ing withiin the ccurse
and scope Of that license.
f. A person licensed to practice as an atkorney in this

state achting within the course and scope of the person's
practice as an attorney.

g. A broxer-dealer reglstered with the securities and
exchange commission or the commodity futures trading
comrissicn acting within the course and scope cf the
reguiatizns of the commission that person is registered with.

h. A consumer reporting agency.

Sec. 3. N=W SECTION. 533C.3 PROHIBITED CONDUCT.

A credit services organizaticn, a salesperson, agent, or
representative of a credit services organizaticn, or an
independent contractor who sells or attempts to sell the
services of a credit services organization shall not:

l. Charge a buyer or receive from a buyer money or other
valuable consideration before completing perfcrmance of all

services the credit services organization has agreed to

perform for the buyer, unless the credit services organizaticn

has obtained a bond in accordance with section 533C.4 from a
surety company authorized to do business in this state or
established and maintained a surety account at a federally
insured bank or savings and loan asscciation located in this
state in the amcunt reguired by section 533C.4, subsection 5.

2. Charge a buyer or receive from a buyer money or other
valuable consideration solely for referral of the buyer to a
retail seller who will or may extend credit to the buyer if
the credit that is or will be extended to the buyer is

subsiantially the same as thet available to the genera:l
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public.

3. Make or use a false or misleading representatjon in the
offer or sale of the services of a credit services
organizaticn.

1. Engage, directly or indirectly, 1n a fraudulent or
deceptive act, practice, or course of business in connectian
with the offer or sate cof the services of a credit services
organization.

Sec. 4. NEW_SECTICN. 533C.4 BOND -~ SURETTY ACCOUNT.

~ rr\ .
M Thi

s section applies to a credit services organization
required by section 533C.3, subsectjon 1, to obtain a sureby
hond or establish a surety account.

2. If a pond is obtained, a copy of it shall be filed with

the secretary of state. If a surety account ‘s estabiished,
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ification of the depository, the trustee, and the acccunt
~umber shall be filed with the secrezary of stare.

3. he bond or surety acccunt requirved must B2 oan faver ot
ihe stace for the benefit of any person who is damaged Dy 3
viclation of tnils chapter.

4. A person c¢laiming against the bond or sureiy account
ey oa vio.aticn of this chapter may maintalin an sction at law

t

ageinst the credit services organization and aga.ns:

T
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susety ¢r rrusctee, The surety or trus ilable only for
damages awarded under section 533C.9, subsection 1. and nGt
the punitive damages permitted under that secticn. The
aggregate liability of the surety or trustee to ali persons
damaged by a credit services orgaanization's viclation of this
chapter shall not exceed the amount of the surely account or
bond.

5. The bond or the surety account shall be in an amount of
at least ten thousand dollars.,

6. A depository hoiding money in a surety account under
this chapter shall not convey mcaey in the accocunt to the
credit services organization that established the account or a

representative of the credit services organization unless the

-3~
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t secretary of state indrcaring thai
sechion 533C.5, scbse

e

ction 6, has hYeen satisfied in relation

Lo the accounc. The se

investigations and reqg

necessary to enforce this su

Sec. 5. NEW SECTION. 533C.5 REGISIRATION.
g

v

A credit services organization shall flle &
reglstratioun statement with the secretary of state before
conducting business 1in this state. The reglistration statement
must contain both of the following:

a. The name and address of the credit services
crganization.

b. The name and address of any person wheo directly oz
indirectly owns or controls ten percent or more of the
outstanding shares of stock in the credit services
organlzation.

2. The registration statement must also contair one of the
following:

1

a. A full and complete disclosure of any litigation or
unrescived coumplaint filed with a governmenta: authority cf
this staze relating to the operation cf the credit services
organization.

b. A notarized statement that there has been nc litigation
or unresolved complaint filed with a governmental authority of
this state relating tc the operaticon of the credit services
organization.

3. The credit services organization skall update the
statcment not later than the ninetlieth day after the date on

which a change in the infcrmation reguired In the statement

4. A credit services crganization registering under this
secticon shall maintain a copy of the registration statement in
the files of the credit services organization. The credit

services organization shall allow a pbuyer to inspect the
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registration statement on request.

5. The secretary of state may charge each credit services
organization that files a registration statement with the
secretary of state a reasonable fee not to exceed c¢ne hundred
doilars to cover the cost of filing. The secretary of state
shall not require a credit services organization to previde
information other than that provided in the registrat:ic
statement.

6. The bond or surety account shall be mainta:ned until
two years after the date that tne credit services organizaticn
ceases to operate.

Sec. 6. NEW SECTICN. 533C.6 DISCLOSURE STATEMENT.

1. Before execu:ing a contract or agreement with a buyer,
or receiving money or cother valuable consideration, a c¢redic

v
~
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services organization shalli provide the buyer with a szateme;
:n writing, containing all of the following:

a. A complete and detaiied descripticn of the services o
be perfiormed by the credit services organizatien for the buyer
and the fotal cost of the services.

b. A statement 2xplaining the buyer's righits Lo proceed
agalnst the oond or surety account reguired by sechion 533C.4.

¢. The name aind address of the sureby company wnhich issued
the pond, or Lhe nane and address of the depository and the
trustee, and the account number of the surety account.

2. The credit services organization shall maintain on Ifile
for a period of two years after the date the statement is
provided, an exact copy <f the statement, signed by bthe buyer,
acknowiedging receipt of the statement.

Sec. 7. NEW SECTION. 533C.7 FPFORM IXN TERMS OF CONTRACT.

1. A contract between the buyer and a cradit services
organization for the purchase of the services of the cred:ic
services organization must be in writing, dated, signed by the
buyer, and must include all of the following:

a. A conspicuous statement in boldface type, in immediate

n
proximity to the space reserved for the signature of the

-5
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"vou, the buyar, may cancel this conbracth

midnight of the

the “varnsackion, See the attached

explanation of this right.

bh. The rerms and conditiens of payment, including "he

toral of atl whesher Lo e

payments to be made by the buyer,

credit services organization or to ancther person.

=. A full and detailed description of the services to be

periormed by the credit services organization for whe buyer,

-~

inciuding all guarantees and all promises of full or partia:l

refunds, ané the estimated date by which the services are o

be performed or escimated length of time for performing the

services.
d. The address cf the credit services organization's

pcincipal place of business and the name and address of it

&

agent in the state authorized to receive service of

2

process.

. The contract must have attached two easiiy detachable

copies of the notice of cancellation. The notice must be in
boidface type and in the follocwing form:

"Notice of Cancellation

You may cancel this contract, without any penalty o~
aobligations, within three days atter the date the contrach 15
signed.

f you cancel, any payment made by you under this contract
wiil be returned within ten days after the date of receipt by
the seller of your cancellation notice.

dated

tten notlce

To cancel this contract, mail or deliver a signed,

copy of this cancellation notice or other wrl To:

(nrame of seller) at (address of seller) (place of business)
later
{date)

{Purchaser's signature)

not than midnight (date).

3. The credit services organization shall give to the
buyer a copy of the completed contract and all other documents

the credit services orgarization requires the buyer to sign at
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the time they are signed. .

Sec. 8. NEW SECTION. 533C.8 WAIVER.

1. A credit services organization shall not attempt to

cause a buyer to waive a right under this chapter.

2. A waiver by a buyer of any part of this chapter 1s
void.

Sec. 9. NLEW SECTION. 533C.9 ACTION TOR DAMACFS.

1. A buyer injured by a violation of this chapter nay
bring an actlon for trecovery of damages. Tre damages zwarded
shall not be less than the amount paid by the buyer to tre
credit services organization, plus reascnable attorney's fees
and court costs.

he puver may alsc be awarded punitive damages,

2.
Sec. 10. NEW SECTION. 533C..0 INSUNCTION.
1.

b=

The atiorney general or a buyer may bring an action
4 dis-rict court Lo enjein a vigciaktion of this chapter.
Sec. 11. NEW SECTION. §33C.1: STATUTE (i LIMITATIONS.
Apn action shail not be brought under sectlon 533C.9 oOr .
F

§33C.12 after four years after the date o

5

b

I

s eyecutlon of
the contract 3 +ro which the aczicn re_ates,

ce
Sec. 12, NEW SECTION. $33C.12 CRIMINAL PENALTY.
C

lates a provision of ithis chaphter commirts a

Sec. 13. NEW SECTION. S33C.:.3 BURDEN G 2ROVING
EXEMPTION.

in an aciion under this chapter, the burden of proving an
exemption under section 533C.2, subsection 2, is upon the
person claiming the exemption.

Sec. 14. NEW SECTION. 533C.14 REMEDIES CUMULATIVE.

The remedies provided by this chapter are in addition to

cther remedies provided by lLaw.
EXPLANATION
This bill reguires registration of credit Services
organizations and imposes regulation upon thelr actilvities. A
. @

credit services organization is defined as a person offsrin
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cbralin an extension of credit for a buysr, or U0 provice
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reqguiabed persons are e

Toan associalions, credlit unions, tax-exempt oonerIilt
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. The buyer of credit services 1s granted
a

<h

¢ rescind, simiiar to Lh av
door-~ro-deor sales. A buyer s permitted to bring an action
ge The attorrey general or the customer 2ay bring
n te enioin a violaticn. A four-year statute of
Cimitations is created. Violation of the new chapter created
oy e bill 1s nmade a serious nmisdemeancy, punishabie by &
tine ¢f up to one theousand dellars, a year in jali, or Doth.

The new chapter is tentatively numbered 531C.
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