MurieL Bowser
Mayor

The Honorable Phil Mendelson

Chairman

Council of the District of Columbia

1350 Pennsylvania Avenue, NW, Suite 504
Washington, DC 20004

Dear Chairman Mendelson:

Today, I am transmitting to the Council of the District of Columbia for its consideration and
enactment, the “Financial Services Consumer Protection Act of 2019.” The purpose of the Bill is to
enhance the ability of the Department of Insurance, Securities and Banking (“DISB”) to protect
consumers by licensing and regulating business entities that are not currently regulated.

The legislation adds several new licensing categories and regulatory requirements to non-depository
financial institutions, including currency exchangers, retail sellers, sales finance companies, debt
collectors, and third party servicers. These categories of businesses are not currently subject to
regulation in the District. Many state governments have seen marked increases in abuse allegations
and complaints among the types of businesses included in this legislation. The Bill represents the
District taking a proactive approach to ensure that consumers are able to engage in safe and reliable
transactions with these types of business entities.

The legislation adds critical provisions to the District of Columbia Banking Code, and provides a
vehicle for important enhancements to the District’s regulatory structure, as well as key protections
that will benefit District consumers. The Bill promotes accountability, transparency, and efficiency
among institutions that affect the daily lives of District residents, which ultimately will bolster the
economic vitality of the District as a whole.

Accordingly, I urge the Council to act favorably and expeditiously on the proposed Bill.

Sincerely,

Mutfiel Boyser

Enclosures
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hairman Phil Mendelson
at the request of the Mayor

A BILL

IN THE COUNCIL OF THE DISTRICT OF COLUMBIA

Chairman Phil Mendelson, at the request of the Mayor, introduced the following bill,
which was referred to the Committee

To regulate the activities of currency exchangers, retail sellers, sales finance companies,
debt collectors, and third party servicers operating in the District of Columbia.

BE IT ENACTED BY THE COUNCIL OF THE DISTRICT OF COLUMBIA,
That this act may be cited as the “Financial Services Consumer Protection Act of 2019”.

TITLE L. CURRENCY EXCHANGE SERVICES.
Sec. 101. Short title.
This title may be cited as the “Currency Exchange Services Act of 2019”.
Sec. 102. Definitions.
For the purposes of this act, the term:
(1) “Applicant” means a person that files an application for a license or to
acquire control of a licensee under this title.
(2) “Commissioner” means the Commissioner of the Department of
Insurance, Securities and Banking.

(3) “Control” means:
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(A) Ownership of, or the power to vote, directly or indirectly, at

least 25% of a class of voting securities or voting interests of a licensee or person in

control of a licensee;

(B) Power to elect a majority of executive officers, managers,
directors, trustees, or other persons exercising managerial authority of a licensee or
person in control of a licensee; or

(C) The power to exercise, directly or indirectly, a controlling
influence over the management or policies of a licensee or person in control of a licensee.

(4) “Controlling person” means any person that is a general partner or
executive officer, including Chief Executive Officer, Chief Financial Officer, Chief
Operations Officer, Chief Legal Officer, Chief Credit Officer, Chief Compliance Officer,
Director, and individuals occupying similar positions or performing similar functions
who are presumed to control that company.

(5) “Conference of State Bank Supervisors” or “CSBS” means the
professional association of state officials responsible for chartering, regulating, and
supervising state-chartered commercial and savings banks and state-licensed branches
and agencies of foreign banks.

(6) “Currency” means a medium of exchange or verifiable record that is
generally accepted as payment for goods and services and repayment of debts in the
United States, or any other country. Currency includes digital or electronic mediums of

exchange approved by the Commissioner.
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(7) “Currency exchange” means exchanging one medium of exchange
defined as money under the act for another medium of exchange defined as money under
the act, or holding oneself out as able to exchange one medium of exchange for another.

(8) “Currency exchanger” means a person that is engaged in currency
exchange. The following persons are not considered currency exchangers:

(A) A person who provides currency exchange services fora
person acting primarily for a business, commercial, agricultural, or investment purpose
when the currency exchange is incidental to the transaction;

(B) A person who deals in coins or a person who deals in money
whose value is primarily determined because it is rare, old, or collectible; or

(C) A person who in the regular course of business chooses to
accept from a customer the currency of a country other than the United States to complete
the sale of a good or service other than currency exchange, that may include cash back to
the customer, and does not otherwise trade in currencies or transmit money for
compensation or gain.

(9) “Department” means the Department of Insurance, Securities and
Banking.

(10) “Executive officer” means a president, chairperson of the executive
committee, chief financial officer, responsible individual, or other individual who
performs similar functions.

(11) “License application” means an application processed through the
Department or its designee, such as the NMLS, or any other person or third party

prescribed by the Commissioner.
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(12) “Licensee” means a person licensed under this title.

(13) “Nationwide Multistate Licensing System and Registry” or “NMLS”
means a licensing system developed and maintained by the CSBS, the American
Association of Residential Mortgage Regulators, or their successors for the licensing and
registration of persons engaged in the state-regulated financial service industries.

(14) “Person” means an individual, firm, corporation, business trust,
estate, trust, partnership, limited liability company, association, 2 or more persons having
a joint or common interest, or any other legal or commercial entity, or group of
individuals however organized but does not include the United States government, the
government of the District of Columbia, or the United States Postal Service.

(15) “Principal” means any person who, directly or indirectly, owns or
controls 10% or more of the outstanding stock of a stock corporation or 10% or greater
interest in a nonstock corporation or a limited liability company.

(16) “Record” means information that is inscribed on a tangible medium
or that is stored in an electronic or other medium and is retrievable in perceivable form.

(17) “Responsible individual” means an individual who is employed by a
licensee and has principal managerial authority over the provision of currency exchange
services by the licensee in the District.

(18) “State” means a State of the United States, the District of Columbia,
Puerto Rico, the United States Virgin Islands, or any territory or insular possession
subject to the jurisdiction of the United States.

(19) “State Regulatory Registry, LLC” or “SRR” means the entity which

owns and operates the NMLS, or its successors.



101 (20) “Unique identifier” means a number or other identifier assigned by
102  protocols established by the NMLS.

103 (21) “Unsafe or unsound practice” means a practice or conduct by a

104  person licensed to engage in curi'ency exchange services which creates the likelihood of
105 material loss, insolvency, or dissipation of the licensee's assets, or otherwise materially

106  prejudices the interests of its customers.

107 Sec. 103. Exemptions.
108 The following entities are exempt from the provisions of this title:
109 (1) Banks, trust companies, foreign bank agencies, credit unions, savings

110  banks, and savings and loan associations authorized to do business in the District, or

111 which qualify as federally insured depository institutions;

112 (2) The United States and any department or agency thereof; and

113 (3) The United States Postal Service.

114 Sec. 104. License requirements.

115 (a) No person shall engage in currency exchange services or advertise, solicit, or

116  hold itself out as providing currency exchange services unless the person has first

117  obtained a license under this title.

118 (b) Each licensee shall register with, and maintain a valid unique identifier issued
119 by the NMLS.

120 (c) To qualify for a license, an applicant shall satisfy the Commissioner that the
121  applicant, including its members, officers, directors, and principals is of good moral

122 character and has sufficient financial responsibility, business experience, and general

123  fitness to:
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(1) Engage in business as a currency exchanger;

(2) Warrant the belief that the business will be conducted lawfully,
honestly, fairly, and efficiently; and

(3) Capitalize the business by maintaining at least $50,000 of funds
available.

(d) The Commissioner may deny an application for a license to any person who
has committed any act prior to the granting of the license that would be a ground for
suspension or revocation of a license under this title or who has failed to provide
information required by the Commissioner.

(e) To apply for a license an applicant shall:

(1) Complete, sign, and submit to the Commissioner an application made
under oath on the form, and including the information, that the Commissioner prescribes
by rule; and

(2) Comply with all conditions and provisions of the application for
licensure.

(f) With each application, the applicant shall pay to the Commissioner:

(1) A nonrefundable application fee in an amount prescribed by the
Commissioner by rule;

(2) A license fee in an amount prescribed by the Commissioner by rule;

(3) Any required third party fees; and

(4) Any other fees that the Commissioner prescribes by rule.

(g) For each license for which an applicant applies, the applicant shall:

(1) Submit a separate application;
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(2) Pay the applicable fees prescribed by the Commissioner and any third-
party fees, which shall be non-refundable; and

(3) File a separate surety bond or other financial guaranty in a manner and
amount prescribed by the Commissioner by rule.

(h) Any person who may be damaged by noncompliance of a licensee with any
condition of the bond may proceed on the bond against the principal or surety thereon, or
both, to recover damages.

Sec. 105. Issuance of license.

(a) The Commissioner may use the NMLS as an agent for requesting information
from, and distributing information to, the Federal Bureau of Investigation, the
Department of Justice, any governmental agency, or any source so directed by the
Commissioner.

(b) When an application for an original license under this title is filed with the
Department, the Commissioner shall investigate the applicant's financial condition and
responsibility, financial and business experience, character, and general fitness. The
Commissioner may conduct an on-site investigation of the applicant, the reasonable cost
of which the applicant must pay.

(c) The Commissioner shall issue a license to an applicant under this title if the
Commissioner finds that all of the following conditions have been fulfilled:

(1) The applicant has complied with section 104; and
(2)(A) The financial condition and responsibility, financial and business

experience, competence, character, and general fitness of the applicant indicate that it is
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in the interest of the public to permit the applicant to engage in currency exchange
services; and

(B) The competence, experience, character, and general fitness of
the executive officers, managers, directors, and persons in control of the applicant
indicate that it is in the interest of the public to permit the applicant to engage in currency
exchange services.

(d) An applicant who is denied a license by the Commissioner under this title
may appeal. The applicant may request a hearing within 30 days after receipt of the
notice of the denial.

(e) A license may not be transferred, assigned, or pledged.

Sec. 106. Renewal of license.

(a) A license issued under this act shall expire on a date prescribed by the
Commissioner by rule. A license may thereafter be renewed for one-year term extensions
in a manner prescribed by the Commissioner by rule.

Sec. 107. Activities of currency exchanges.

(a) The rate of exchange and fees charged by a licensee for rendering currency
exchange services shall be prominently displayed to the public at each business location.

(b) Licensees shall provide each customer with a written receipt sufficient to
identify the transaction, the licensee, the rate of exchange, the fees charged and the
amount of currency exchanged.

Sec. 108. Examinations.



190

191

192

193

194

195

196

197

198

199

200

201

202

203

204

205

206

207

208

209

210

211

212

(a) The Commissioner, or his or her designated agent, shall examine the affairs,
business, premises, and records of each licensee at least once in every 5-year period and
at any other time the Commissioner reasonably considers necessary.

(b) For each examination conducted by the Department under this section, the
licensee shall pay an examination fee established by the Commissioner by rule, and any
reasonable cost incurred by the Department in connection with the examination.

(c) Information obtained during an examination under this title may be disclosed
only as provided in section 114.

Sec. 109. Joint examinations.

(a) The Commissioner may conduct an on-site examination of records maintained
under section 112 of this title in conjunction with representatives of other District
agencies or agencies of another state or of the federal government.

(b) In lieu of an examination, the Commissioner may accept the examination
report of an agency of the District, another state, the federal government or a report
prepared by an independent licensed or certified public accountant.

(c) A joint examination or an acceptance of an examination report under this
section does not preclude the Commissioner from conducting an examination as provided
under this title.

(d) A joint report under subsection (a) of this section or a report accepted under

subsection (b) of this section shall be an official report of the Commissioner.

Sec. 110. Reports.

(a) Within 15 days after a material change regarding information previously

provided to the Department in a licensee’s application, the licensee shall file a report with
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the Commissioner, in a form prescribed by the Commissioner by rule, providing the
material change in information.

(b) A licensee shall file a report with the Commissioner within 3 business days
after the licensee knows, or has reason to know, of the occurrence any of the following
events:

(1) The filing of a petition by or against the licensee under the United
States Bankruptcy Code, 11 U.S.C. § 101 ef seq., for bankruptcy, reorganization,
arrangement, or other relief;

(2) The filing of a petition by or against the licensee for receivership, the
commencement of any other judicial or administrative proceeding for the licensee’s
dissolution or reorganization, or the making of a general assignment for the benefit of its
creditors;

(3) The commencement of a proceeding to revoke or suspend its license in
a state or country in which the licensee engages in business or is licensed;

(4) The cancellation or other impairment of the licensee’s bond or other
security;

(5) A charge or conviction of the licensee or of an executive officer,
manager, or director of, or person in control of, the licensee for a felony; or

(6) Any event or activity that the Commissioner requires, by rule, to be
reported by a licensee.

Sec. 111. Change in control.

10
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(a) Except as provided in this section, no person shall acquire directly or
indirectly 25% or more of the voting shares of a corporation or 25% of the ownership of
any other entity licensed to conduct business under this title unless such person first:

(1) Files an application with the Commissioner in a form prescribed by the
Commissioner by rule;

(2) Provides any other information to the Commissioner that the
Commissioner may require concerning the financial responsibility, background,
experience, and activities of the applicant, its directors, officers, principals, and members,
and of any proposed new directors, officers, principals, or members of the licensee; and

(3) Pays a non-refundable application fee in an amount prescribed by the
Commissioner by rule.

(b) Upon the filing and investigation of an application to acquire control of a
licensee, the Commissioner may permit the applicant to acquire the interest in the
licensee if the Commissioner finds that the applicant, its members, if applicable, its
directors, officers, and principals and any proposed new directors, members, officers, and
principals have the financial responsibility, character, reputation, experience and general
fitness to warrant the belief that the business will be operated efficiently and fairly, in the
public interest, and in accordance with the law.

(c) The Commissioner shall grant or deny the application within 60 days after the
date a completed application accompanied by the required fee is filed, unless the period is
extended by order of the Commissioner reciting the reasons for the extension. If the
application is denied, the Commissioner shall notify the applicant of the denial and the

reasons for the denial.
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(d) The provisions of this section shall not apply to:

(1) The acquisition of an interest in a licensee directly or indirectly,
including an acquisition by merger or consolidation by or with a person exempt from this
title; or

(2) The acquisition of an interest in a licensee by a person by bequest,
descent, survivorship, or operation of law.

(e) The person acquiring an interest in a licensee in a transaction which is exempt
from filing an application pursuant to subsection (c) of this section shall send written
notice to the Commissioner of the acquisition within 10 days after the closing of the
acquisition.

() The Commissioner may, for good cause, extend the application review period.

Sec. 112. Records.

(a) For determining its compliance with this title, a licensee shall maintain the
records prescribed by the Commissioner by rule, in any form consistent with generally
accepted accounting principles and relevant pronouncements of the Financial Accounting
Standards Board, for at least 3 years.

(b) If any records subject to this section are located outside the District, the
licensee shall, at the licensee’s option:

(1) Make the records available to the Commissioner at a convenient
location within the District; or

(2) Pay the reasonable and necessary expenses for the Commissioner or
the Commissioner’s representative(s) to examine the records where they are maintained.

Sec. 113. Money laundering reports.

12
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(a) Except as provided by subsection (b) of this section, a licensee shall file all
reports required by federal currency reporting, record keeping, and suspicious transaction
reporting requirements as set forth in 31 U.S.C. § 5311 and other federal and state laws
pertaining to money laundering.

(b) The timely filing of a complete and accurate report required under subsection
(a) of this section with the appropriate federal agency constitutes compliance with the
requirements of subsection (a) of this section.

Sec. 114. Information sharing.

To assist in the performance of the Commissioner’s duties under this act, the
Commissioner may:

(1) Share documents, materials, or other information, including
confidential and privileged documents, materials, or information subject to this act, with
state, federal, and international regulatory agencies and law enforcement authorities, and
with the CSBS, SRR, NMLS, and their affiliates or subsidiaries; provided, that the
recipient agrees to maintain the confidentiality and privileged status of the documents,
materials, or other information;

(2) Receive documents, materials, or information, including confidential
and privileged documents, materials, or other information, from state, federal, or
international regulatory agencies or law enforcement authorities, or from the CSBS, SRR,
NMLS, or their affiliates or subsidiaries, and shall maintain as confidential or privileged
any documents, materials, or other information received with notice or the understanding
that it is confidential or privileged under the laws of the jurisdiction that is the source of

the documents, materials, or other information;

13



303 (3) Enter into agreements for sharing and using confidential information
304 consistent with this act;

305 (4) Authorize a national criminal background check and submission of
306 fingerprints and other identifying information, submitted through the NMLS, and receive
307  criminal history record information from, the NMLS, the Metropolitan Police

308 Department, and the Federal Bureau of Investigation for the purposes of facilitating

309  determinations regarding eligibility for licensure under this act; and

310 (5) Contract with a third party, including the SRR, the CSBS, or their
311  affiliates or subsidiaries, to perform any functions, including the collection of licensing
312 and processing fees, collection of contact information and other identifying information,
313 fingerprints, written consent to a criminal background check, personal history and

314  experience, and conduct of examinations related to activities covered under this act, that
315 the Commissioner may consider appropriate.

316 Sec. 115. NMLS reporting requirements.

317 The Commissioner shall regularly report violations of this act, as well as

318 enforcement actions and other relevant information, to the NMLS. The reports shall be
319  subject to the provisions of section 114.

320 Sec. 116. NMLS information challenge process.

321 The Commissioner shall establish a process whereby licensees may challenge
322  information entered into the NMLS by the Commissioner.

323 Sec. 117. Confidentiality

324 (a) Except as provided in section 114, all information or reports obtained by the

325 Commissioner from an applicant or licensee and all information contained in or related to

14
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examination, investigation, operating, or condition reports prepared by, on behalf of, or
for the use of the Commissioner, or financial statements or balance sheets, are
confidential and are not subject to disclosure.

(b) The Commissioner may disclose information not otherwise subject to
disclosure under subsection (a) of this section if the Commissioner finds that the release
is reasonably necessary for the protection of the public and in the interests of justice, and
the licensee has been given previous notice by the Commissioner of his or her intent to
release the information.

(c) This section shall not prohibit the Commissioner from disclosing to the public
a list of persons licensed under this title or the aggregated financial data concerning those
licensees.

Sec. 118. Enforcement.

(a) The Commissioner, or the Commissioner’s designee, shall conduct any
enforcement hearing in accordance with the provisions of section 10 of the District of
Columbia Administrative Procedure Act, approved October 21, 1968 (Pub. L. 90-614, 82
Stat. 1208; D.C. Official Code § 2-509).

(b) After notice and hearing, the Commissioner may suspend or revoke a
licensee’s license if the Commissioner finds that:

(1) Any fact or condition exists that, if it had existed at the time when the
licensee applied for its license, would have been grounds for denying the application;

(2) The licensee’s net worth becomes inadequate and the licensee, after 10
days written notice from the Commissioner, fails to take such steps as the Commissioner

deems necessary to remedy such deficiency;

15
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(3) The licensee knowingly violates any provision of this act or any rule or
order promulgated by the Commissioner under authority of this act;

(4) The licensee is conducting its business in an unsafe or unsound
manner;

(5) The licensee is insolvent;

(6) The licensee has suspended payment of its obligations, has made an
assignment for the benefit of its creditors, or has admitted in writing its inability to pay its
debts as they become due;

(7) The licensee has applied for an adjudication of bankruptcy,
reorganization, arrangement, or other relief under any bankruptcy;

(8) The licensee refuses to permit the Commissioner to make any
examination or investigation authorized by this act, or provide information required by
the Commissioner;

(9) The licensee engages in fraud, intentional misrepresentation, or gross
negligence;

(10) The licensee fails to display the fees for rendering currency exchange
services on the premises of the currency exchange location in such manner as the
Commissioner requires;

(11) The licensee willfully fails to make any report required by this act;

(12) The licensee has willfully violated any provision of the regulations

set forth at 31 C.F.R. Part 103;
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(13) The competence, experience, character, or general fitness of the
licensee, person in control of a licensee, or responsible person of the licensee indicates
that it is not in the public interest to permit the person to provide money services; or

(14) The licensee engages in false, misleading, or deceptive advertising.

(c) In determining whether a licensee is engaging in an unsafe or unsound
practice, the Commissioner may consider the size and condition of the licensee’s
business, the magnitude of the loss, the gravity of the violation of this title, and the
previous conduct of the person involved.

Sec. 119. Cease and desist orders.

Pursuant to section 116 and 117 of the 21st Century Financial Modernization Act
of 2000, effective June 9, 2001 (D.C. Law 13-308; D.C. Official Code §§ 26-551.16 and
26-551.17), the Commissioner may issue a permanent or temporary cease and desist
order against a licensee that is in violation of this title or of a rule adopted or an order
issued under this title.

Sec. 120. Consent orders.

The Commissioner may enter into a consent order at any time with a person to
resolve a matter arising under this title or a rule adopted or order issued under this title.
A consent order must be signed by the person to whom it is issued or by the person's
authorized representative, and must indicate agreement with the terms contained in the
order. A consent order may provide that it does not constitute an admission by a person
that this title or a rule adopted or an order issued under this title has been violated.

Sec. 121. Civil penalties.
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(a) Any person who violates any provision of this title, any rule or regulation or
order issued or promulgated pursuant to this title, or any order of the Commissioner
directed to that person, shall be liable for a penalty of not more than $1,000 per day for
each day the violation is outstanding, plus the District’s costs and expenses for the
investigation and prosecution of the matter, including reasonable attorney’s fees.

(b) The Commissioner may request the Office of the Attorney General to bring
proceedings to recover amounts due to the District under this section.

(c¢) The Commissioner, in the exercise of his or her reasonable judgment, is
authorized to compromise, settle, and collect civil penalties with or from any person for
violations of any provision of this title, or of any rule, regulation or order issued or
promulgated pursuant to this title.

Sec. 122. Criminal penalties

(a) Any person who knowingly and willfully violates any provision of this title for
which a penalty is not specifically provided shall be guilty of a misdemeanor and, upon
conviction thereof, shall be fined not more than $5,000, or imprisoned for not more than
1 year, or both.

(b) Any person who knowingly and willfully makes a material, false statement in
any document filed or required to be filed under this title with the intent to deceive the
recipient of the document shall be guilty of a felony and, on conviction thereof, shall be
fined not more than $10,000, or imprisoned for not more than 3 years, or both.

(c) Any person who engages in the business of currency exchange without a
license as provided herein shall be guilty of a felony and, on conviction thereof, shall be

fined not more than $25,000, or imprisoned for not more than 5 years, or both.
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Sec. 123. Department’s ability to pursue remedies

The remedies and penalties set forth in this act shall not be deemed to be mutually
exclusive. The Department may pursue the remedies and penalties jointly and
concurrently.

TITLEII. RETAIL SELLERS AND SALES FINANCE COMPANIES.

Sec. 201. Short Title

This title may be cited as the “District of Columbia Retail Seller and Sales
Finance Company Act of 2019.”

Sec. 202. Definitions.

For the purposes of this act, the term:

(1) “Borrower” means any person obtaining or desiring to obtain a loan of
money under this act.

(2) “Buyer” means a natural person who buys consumer goods or services
from a retail seller in a retail installment transaction.

(3) “Consumer goods” means tangible items bought by a natural person
for use primarily for personal, family, or household purposes, including certificates or
coupons exchangeable for such goods. The term “consumer goods” does not include
goods acquired for commercial or business use or resale.

(4) “Commissioner” means the Commissioner of the Department of
Insurance, Securities and Banking.

(5) “Department” means the Department of Insurance, Securities and

Banking.
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(6) “Loan” any installment loan, single pay loan, or open-end loan which
may be secured or unsecured by real or personal property.

(7) “Loan of money” means each transaction, whatever its form and
however designated, which is in truth the borrowing and lending of money, including
every transaction where the substance is the advance, directly or indirectly, by a lender to
a borrower of any sum of money upon an absolute promise to repay, irrespective of
whether the money advanced is the property of the lender or the creditor.

(8) “Material litigation” means any litigation that, according to generally
accepted accounting principles, is deemed significant to an applicant’s or licensee’s
financial health and would be required to be referenced in that entity’s annual audited
financial statements, report to shareholders, or similar document.

(9) “Nationwide Multistate Licensing System and Registry” or “NMLS”
means a licensing system developed and maintained by the CSBS, the American
Association of Residential Mortgage Regulators, or their successors for the licensing and
registration of persons engaged in the state-regulated financial service industries.

(10) “Open-end credit” means consumer credit extended on an account
pursuant to a plan under which the following apply:

(A) The seller may permit the customer to make purchases or
obtain services, from time to time, directly from the seller or indirectly by use of a credit
card, or other device, as the plan may provide;

(B) The buyer may pay the balance in full or in installments; and
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(C) A finance charge, as determined by section 106(a) of the Truth
in Lending Act (Pub. L. 90-321, 82 Stat. 148; 15 U.S.C. § 1605(a)), as applicable to retail
transactions, may be computed from time to time on an outstanding unpaid balance.

(D) The term “open end credit” does not include negotiated
advances under an open end real estate mortgage or letter of credit.

(11) "Person” means an individual, firm, corporation, business trust,
estate, trust, partnership, limited liability company, association, 2 or more persons having
a joint or common interest, or any other legal or commercial entity, or group of
individuals however organized but does not include the United States government, the
government of the District of Columbia, or the United States Postal Service.

(12) “Retail installment contract” means a contract entered into by a buyer
and a seller evidencing a retail installment transaction involving other than open end
credit.

(13) “Retail installment transaction” means any retail transaction between
a buyer and a seller in which there is an agreement for the purchase of consumer goods or
services, or both, for which the price is to be paid in one or more deferred installments
and the “amount financed” (as defined by Regulation Z, 12 C.F.R. § 1026.18(b)) does not
exceed $25,000. The term “retail installment transaction” shall include open end credit
and other than open end transactions, and shall also include any transactions involving a
contract in the form of a bailment or a lease if the bailee or lessee contracts to pay
compensation for the use of the consumer goods or services, or both, which are the
subject of that contract and it is agreed that the bailee or lessee is bound to become or, for

no further (or a merely nominal) consideration, has the option, upon full compliance with
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the provisions of the bailment or lease, of becoming the owner of the consumer goods or
services or both. The term “retail installment transaction” shall not include any retail
transaction in which all of the following conditions apply:

(A) The purchase price is to be paid in full within not more than 90
days from the initial billing date;

(B) No security interest in the consumer goods is retained by the
seller and no other collateral or security is required or accepted by the seller; and

(C) No charge is made as consideration for the deferral of payment
or as an incident to the extension of credit.

(14) “Sales finance company” means any person who, in the District,
regularly purchases retail installment contracts or other evidences of indebtedness arising
from retail installment transactions.

(15) “Seller” means a person engaged in the business of selling consumer
goods or services involving retail installment transactions in the District.

(16) “Series of sales” means a series of consumer credit sales transactions
made pursuant to an agreement providing for the addition of the deferred payment price
of that sale to an existing outstanding balance, where the person to whom the credit is
extended has approved in writing both the annual percentage rate or rates and the method
of computing the finance charge or charges, and where the creditor retains no security
interest in any property as to which he has received payments aggregating the amount of
sales price including any finance charges attributable thereto. For items purchased on
different dates, the first purchased shall be deemed first paid for, and for items purchased

on the same date, the lowest priced shall be deemed first paid for.
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(17) “Services” means work, labor, or other kind of activity furnished, or
agreed to be furnished, in connection with the delivery, installation, servicing, repair, or
improvement of consumer goods. The term “services” shall not include work, labor, or
other activity furnished, or agreed to be furnished, for which the price or tariff charged or
to be charged is required by law to be determined by, approved by, filed with, or subject
to the approval or disapproval of, the United States, the District, or a department,
division, agency, officer, or official thereof.

Sec. 202. Truth in Lending; federal law and regulations.

(a) Except as otherwise specifically provided in this act, the following sections of
the Truth in Lending Act (Pub. L. 90-321, 82 Stat. 146, 15 U.S.C. § 1601 et seq.), as
amended, are incorporated into this act by reference:

(1) Section 106 - Determination of finance charge;

(2) Section 107 - Determination of annual percentage rate;

(3) Section 121 - General requirements of disclosure;

(4) Section 122 - Form of disclosure;

(5) Section 124 - Effect of subsequent occurrence;

(6) Section 127 - Open end consumer credit plans;

(7) Section 128 - Sales not under open end credit plans;

(8) Section 141 - Catalogs and multiple-page advertisements;

(9) Section 142 - Advertising of down payments and installments;

(10) Section 143 - Advertising of open end credit plans;

(11) Section 144 - Advertising of credit other than open end plans; and

(12) Section 145 - Non-liability of media.

23



527

528

529

530

531

532

533

534

535

536

537

538

539

540

541

542

543

544

545

546

547

548

549

(b) Failure of any person covered by this act to comply with the sections of the
Truth in Lending Act incorporated by reference in this section, and the regulations
thereunder, shall constitute a violation of this act.

(c) Except to the extent provided in this act, compliance with the incorporated
sections of the Truth in Lending Act shall constitute compliance with this section.

Sec. 203. Requirement of license.

Except as provided in section 204, no person shall act as a retail seller or sales
finance company without first obtaining a license from the Commissioner pursuant to this
act. Each licensee shall register with, and maintain a valid unique identifier issued by, the
NMLS.

Sec. 204. Exemptions.

The provisions of this act shall not apply to the following:

(1) Banks, credit unions, trust companies, building and loan associations,
and savings and loan associations organized under the laws of the United States or of the
District or authorized to do business in the District.

Sec. 205. Application requirements; renewal.

(a) A license application under this act shall be filed on a form prescribed by the
Commissioner by rule, including all information required by the Commissioner,
applicable fees as prescribed by the Commissioner, and any third-party fees.

(b) In its application, an applicant for a license as a retail seller or sales finance
company shall demonstrate to the Commissioner that the applicant is of good moral
character and has sufficient financial responsibility, business experience, and general

fitness to:
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(1) Engage in business as a retail seller or sales finance company;

(2) Warrant the belief that the business will be conducted lawfully,
honestly, fairly, and efficiently; and

(3) Command the confidence of the public.

(c) The Commissioner is authorized, for good cause shown, to waive any
requirement of this section with respect to any license application or to permit a license
applicant to submit substituted information in its license application in lieu of the
information required by this section.

(d) The Commissioner may require that an applicant applying for licensure under
this act, and any such other person as the Commissioner considers appropriate, submit his
or her name, contact information and other identifying information, fingerprints, written
consent to a criminal background check, an independent credit report, and information
related to any administrative, civil, or criminal findings by any governmental jurisdiction
with the applicant’s license application.

(e¢) The Commissioner may use the NMLS as an agent for requesting information
from, and distributing information to, the Federal Bureau of Investigation, the
Department of Justice, any governmental agency, or any source so directed by the
Commissioner.

(f) If an applicant wishes to do business as a collection agency or third party loan
servicer at more than one place, the applicant shall submit a separate application and pay
a separate application fee for each location at which the applicant proposes to conduct

business.
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(g) A license issued under this act shall expire on a date prescribed by the
Commissioner by rule.

(h) At least 30 days before a license expires, the licensee may renew thé license
for an additional one-year term, if the licensee:

(1) Satisfies all renewal requirements, and pays all applicable fees that the
Commissioner prescribes by rule, as well as any third-party fees; and

(2) Files with the Commissioner a bond or bond continuation certificate
as required under section 402.

Sec. 205. Granting of license.

Upon the filing of an application in proper form, including the required fee and
accompanying documents, the Commissioner shall issue to the applicant a license to act
as a retail seller or sales finance company in the District, unless the Commissioner finds
that the requirements prescribed by this act have not been met or the application is
incomplete or incorrect.

Sec. 206. Issuance and form of license.

(a) A license to act as a retail seller or sales finance company shall state:

(1) The name of the licensee;

(2) The date of issuance and of expiration of the license;
(3) Type of license; and

(4) The address at which the business is to be conducted.

(b) A person may not conduct a retail sales or sales finance company business at
any location or under any name different from the address and name that appears on the

person’s license.
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(c) A license shall remain in force until it has expired or been surrendered,
revoked, or suspended. The expiration, surrender, revocation, or suspension of a license
shall not affect any pre-existing legal right or obligation of such licensee.

(d) A license may not be transferred, assigned, or pledged.

Sec. 207. Retail installment contracts disclosures.

(a) To the extent that the disclosure of “cash price” includes the cash price of
delivery, installation, servicing, repairs, alterations, or improvements, the charge made
for such items shall be stated. For the purposes of this section, the amount by which the
cash price stated in a retail installment contract exceeds the cash price of goods or
services offered by the seller to other buyers in the ordinary course of business shall be
deemed a finance charge.

(b) Each retail installment contract shall include the name, address, and telephone
number, if any, of both the seller and the buyer.

(c) Each retail installment contract shall contain a description of the consumer
goods or services purchased, including, where applicable, the trade name, and the model
number of the consumer goods.

(d) The contract shall state if the consumer goods are used, seconds, or damaged.

(e) If the seller takes collateral to secure the buyer’s obligations under the
agreement, a description of the collateral shall be described in the contract.

(f) The seller shall disclose whether a financial benefit could inure to the seller by
way of commission, rebate, or otherwise resulting from the buyer’s obtaining any
insurance coverage offered or arranged for by the seller if the seller, in connection with a

retail installment contract, offers or arranges for any of the following;:
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(1) Credit life, accident, or health insurance;

(2) Insurance against loss of or damage to property;

(3) Insurance against liability arising out of ownership or use of property;
or

(4) Insurance protecting the seller against the buyer’s default or other
credit loss.

Sec. 208. Form and content of retail installment contracts.

Except in a series of sales transactions, each retail installment contract shall be
contained in a single document in a form prescribed by the Commissioner by rule, each
page of which shall be signed by both the buyer and the seller.

Sec. 209. Delivery of copy of retail installment contracts.

(a) The seller shall deliver in person to the buyer, or mail to the buyer at the
buyer’s address shown on the retail installment contract or at the buyer’s last known
address (if more recent than the address shown on the retail installment contract), a
legible, executed, and completed copy of the contract before the delivery of the consumer
goods or services or before the consummation of the transaction, whichever occurs first.

(b) If the transaction is one of a series of sales, the other disclosures for the

particular sale required by section 207, section 208, this section, and any applicable rules

may be made at any time before the date the first payment for that sale is due, if the seller

furnishes the buyer a memorandum of the sale when either:
(1) The sale is consummated; or
(2) The goods are delivered.

(c¢) The memorandum of sale shall clearly set forth the following:
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(1) The cash price of the goods or services sold;

(2) A statement that the goods are used, seconds, or damaged, if
applicable; and

(3) The insurance disclosure required by section 207(f).

Sec. 210. Additional disclosures with respect to open end credit.

(a) The seller shall disclose whether a financial benefit could inure to the seller by
way of commission, rebate, or otherwise resulting from the buyer’s obtaining any
insurance coverage offered or arranged for by the seller if the seller, in connection with
an open end credit account, offers or arranges for any of the following:

(1) Credit life, accident, or health insurance;

(2) Insurance against loss of or damage to property;

(3) Insurance against liability arising out of ownership or use of property;
or

(4) Insurance protecting the seller against the buyer’s default or other
credit loss.

(b) The disclosure required by subsection (a) of this section shall be made before
the first transaction on an open end credit account in a single written statement which the
customer may retain.

(c) If any goods sold pursuant to an open end credit account are used, seconds, or
damaged, the seller shall disclose that fact in writing to the buyer at the time of the sale.
The disclosure may be made on a sales receipt issued in connection with the sale.

Sec. 211. Prohibition against signing blank or incomplete contract form.
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663 No person covered by this act shall cause or permit any contract or other

664  document relating to a retail installment transaction to be signed by the buyer before all
665  blank spaces (other than signature spaces) are filled in with easily legible writing and
666  such seller has submitted to the buyer the completed contract or other document and
667  given the buyer a reasonable opportunity to examine it.

668 Sec. 212. Acknowledgment of delivery of contract.

669 Any acknowledgment by the buyer of delivery of a copy of the contract shall be a
670 rebuttable presumption of that delivery.

671 Sec. 213. Requirement for property insurance prohibited.

672 (a) Except as provided by subsection (b) of this section, no seller, as a condition
673  to the extension of credit, shall require a buyer to obtain insurance against loss of or
674  damage to property which is the subject of a sale, or against liability arising out of the
675  ownership or use of the property.

676 (b Subsection (a) of this section shall not apply to transactions where the sales
677 price of the property is $1,000 or more.

678 (c) If the sales price of property sold is $1,000 or more, the amount of loss or
679  damage insurance a seller may require a buyer to obtain, as a condition to the extension
680  of credit to the buyer, shall not exceed the sales price of the property insured.

681 Sec. 214. Validity of completion certificate.

682 In any transaction involving the modernization, rehabilitation, repair, alteration,
683  improvement, or construction of real property, a document signed by the buyer

684  acknowledging that the work has been satisfactorily completed shall not be valid or of
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any effect unless the work to be performed by the seller has been actually completed
before the time of signing.

Sec. 215. Waiver prohibited.

(a) Except as provided in section 219(b) through (d), no provision shall be
inserted in any retail installment contract, contract extension, or refinancing agreement
designed to nullify and make ineffective the provisions of this act, or otherwise deprive a
buyer of the protection afforded by this act.

(b) No provision shall be inserted in any contract or agreement by which the
buyer waives or purports to waive any provision of this act.

(c) The insertion in any contract or agreement of a provision designed or intended
to nullify this section, or to waive the requirements of this section, shall constitute a
violation of this act, and the provision shall be void and of no effect.

Sec. 216. Prohibited contract form provisions.

(a) No person subject to this act shall use any contract form or any other
instrument arising in connection with a retail installment transaction which contains any
of the following:

(1) Any schedule of payments under which any one installment, except the
down payment, is not equal or substantially equal to all other installments, excluding the
down payment, or under which the intervals between any consecutive installments differ
substantially, except as follows:

(A) The intervals for the first installment payment may be longer

or shorter than the other intervals;
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(B) The final installment payment may be less in amount than the
preceding installment payment; and

(C) If a buyer’s livelihood is dependent upon seasonal or
intermittent income, the seller and the buyer may agree that one or more installment
payments in the schedule of payments may be reduced or deferred;

(2) Any provision for the acceleration of the time when any part or all of
the indebtedness becomes payable other than for a substantial default in payment or
performance by the buyer, or on the same grounds that would authorize an attachment
before judgment under section 16-501 of An Act to enact Part II of the District of
Columbia Code, entitled “Judiciary and Judicial Procedure,” approved December 23,
1963 (Pub. L. 88-241, 77 Stat. 543-544; D.C. Official Code §§ 16-501(d)(3)-(5));

(3) Any provision by which the buyer agrees not to assert against a seller,
or against an assignee, any claim or defense arising from the sale of the consumer goods
or services which are the subject matter of the contract;

(4) Any provision by which the buyer grants authority to the seller or
assignee to enter the buyer’s premises without consent of the buyer obtained immediately
before entering the premises to repossess the collateral security, if any;

(5) Any provision by which the buyer waives any right of action against
the seller, assignee, or other person acting on behalf of either, for any illegal act
committed in the collection of payments under the contract or in the repossession of
goods;

(6) Any provision whereby the buyer executes a power of attorney

appointing the seller, assignee, or other persons acting in the seller’s behalf, as the
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buyer’s agent in the collection of payments under the contract or in the repossession of
collateral security;

(7) Any provision for the payment by the buyer of attorney’s fees incurred
by the seller or the seller’s assignee in the collection of the debt created by the contract;
or

(8) Any provision permitting a seller or seller’s assignee on default of the
buyer to take possession of the goods sold under the contract, unless the contract
expressly waives all claims against the buyer for any deficiency between the proceeds of
the disposition and the outstanding balance due on the contract.

(b) Notwithstanding any other provision of this section, any written provision in a
retail installment contract or agreement which provides for settlement by arbitration of
any controversy thereafter arising out of or related to the contract or agreement or breach
of the contract or agreement, or any agreement in writing to submit to arbitration of any
controversy, shall not be unenforceable or made invalid by reason of this section.

Sec. 217. Receipts: statement of account.

(a) When any payment is made on account of any retail installment contract, the
seller or an assignee, receiving the payment shall, if the payment is made in cash, give the
buyer a written receipt for the payment including the date and amount of payment.

(b) If the buyer specifies that the payment is made on one of several obligations,
the receipt shall state the obligation(s) to which the payment is to be applied.

(c) With respect to other than an open end credit plan, within 6 months after the
execution of a retail installment transaction, and within every six-month period thereafter

until the buyer has discharged all obligations under the contract, the seller or a
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subsequent assignee, in addition to any other statements or notices required by this
section, shall send to the buyer upon written request a statement of account which shall
include information about the status of the transaction that the Commissioner prescribes
by rule.

(d) The buyer shall be entitled to only one statement under this section in any six-
month period free of charge. An amount prescribed by the Commissioner by rule may be
charged for each additional written statement requested by the buyer before supplying the
additional written statement.

Sec. 218. Acknowledgement of payment in full.

(a) Promptly on written request and in any event within 60 days after payment of
all sums for which the buyer is obligated under a retail installment contract, the seller or
assignee shall mail or deliver to the buyer sufficient instruments to indicate payment in
full and to release all security in the collateral, if any, under the contract.

(b) Delivery, including delivery by mail, of the instruments shall be to the buyer’s
last known address.

Sec. 219. Default and repossession.

(a) If a buyer is in default in the payment of any sum due under a contract subject
to this title or in the performance of any lawful condition imposed by the contract, the
seller or seller’s assignee may when authorized by law repossess the goods secured under
the contract.

(b) Unless the goods can be repossessed with the permission of the possessor

obtained immediately before the repossession, and without use of force, intimidation,
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undue influence, fraud, or breach of the peace, the goods shall be not repossessed except
by legal process.

(c) Nothing in this section shall be construed to authorize violation of the criminal
laws of the District.

(d) The disposition of repossessed goods and the application of any sums realized
by the disposition, shall be in accordance with applicable statutory law, including
Sections 28:9-505 and 28:9-615 of the District of Columbia Official Code.

(e) The seller or the seller’s assignee shall account to the buyer for any surplus
from the proceeds of disposition as provided by Section 28:9-615 of the District of
Columbia Official Code, notwithstanding the absence of buyer liability for a deficiency.

Sec. 220. Duties on repossession and buyer’s right of redemption.

(a) Within 5 days after any consumer goods are repossessed, the seller or
subsequent assignee shall deliver to the buyer personally, or send to the buyer by
registered or certified mail to the buyer’s last known address, a written notice stating the
following:

(1) A general description of the goods and a statement that the goods have
been repossessed;

(2) The buyer’s right to redeem and the amount due and payable;

(3) The buyer’s rights with respect to resale of the goods; and

(4) The exact address where the consumer goods are stored and the exact

address where any payment is to be made or notice delivered.
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(b) For 30 days after notice has been delivered personally or mailed, the seller or
assignee shall retain the repossessed goods, during which period the buyer may redeem
the goods and become entitled to take possession of the goods.

(c) If the seller or assignee does not maintain a place of business within the
District at which the buyer may exercise redemption rights, goods repossessed within the
District may not be removed from the District unless the goods are repossessed pursuant
to legal process and an adequate bond is posted to protect the buyer.

(d) Whenever repossessed goods are removed from the District, no fee or cost
shall be charged to the buyer for transporting the goods outside the District, and upon
redemption the goods shall be returned and made available to the buyer within the
District without additional transportation charges.

(e) Notwithstanding any other provisions of this act, the redemption period
provided in this section may be waived by written agreement between the buyer and the
seller following repossession of the goods.

(f) To redeem the consumer goods, the buyer shall do the following:

(1) Pay or tender the amount due under the installment contract;

(2) Perform or tender performance of any other promise for the breach of
which the consumer goods were repossessed; and

(3) Pay actual and reasonable charges for repossession and storage.

TITLE IIl. DEBT COLLECTION AGENCIES AND THIRD PARTY
LOAN SERVICERS.

Sec. 301. Short Title.
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This act may be cited as the “District of Columbia Debt Collection Agency and
Third Party Loan Servicer Act of 2019”.
Sec. 302. Definitions.
For the purposes of this act the term:
(1) “Borrower” means the person(s) who owes money under a consumer
claim.
(2) “Collection agency” means a person who engages directly or indirectly
in the business of:

(A) Collecting for, or soliciting from another, a consumer claim; or
collecting a consumer claim the person owns, if the claim was in default when the person
acquired it;

(B) Collecting a consumer claim the person owns, using a name or
other artifice that indicates that another party is attempting to collect the consumer claim;

(C) Giving, selling, attempting to give or sell to another, or using,
for collection of a consumer claim, a series or system of forms or letters that indicates
directly or indirectly that a person other than the owner is asserting the consumer claim;
or

(D) Employing the services of an individual or business to solicit |
or sell a collection system to be used for collection of a consumer claim.

(3) “Commissioner” means the Commissioner of the Department of
Insurance, Securities and Banking.
(4) “Common ownership” means direct or indirect ownership of more than

50% of a person as defined under this title.
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(5) “Consumer claim” means a claim that:

(A) Is for money owed or said to be owed by a resident of the
District; and

(B) Arises from a transaction in which, for a family, household, or
personal purpose, the resident sought or got credit, money, personal property, real
property, or services.

(6) “License” means a license issued by the Commissioner to do business
as a collection agency.

(7) “Licensed collection agency” means a person who is licensed by the
Department of Insurance, Securities and Banking to do business as a collection agency.

(8) “Nationwide Multistate Licensing System and Registry” or “NMLS”
means a licensing system developed and maintained by the CSBS, the American
Association of Residential Mortgage Regulators, or their successors for the licensing and
registration of persons engaged in the state-regulated financial service industries.

(9) "Person” means an individual, firm, corporation, business trust, estate,
trust, partnership, limited liability company, association, 2 or more persons having a joint
or common interest, or any other legal or commercial entity, or group of individuals
however organized but does not include the United States government, the government of
the District of Columbia, or the United States Postal Service.

(10) “Principal business” means a business activity of a person that
comprises more than 50% of the total business activities of the person.

(11) “Servicing” means receiving a scheduled periodic payment from a

borrower pursuant to the terms of a loan, including amounts for escrow accounts, and
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making the payments to the owner of the loan or other third party of principal and interest
and other payments with respect to the amounts received from the borrower as may be
required pursuant to the terms of the servicing loan document or servicing contract. For a
home equity conversion mortgage or reverse mortgage as referenced to in this section,
servicing includes making payments to the borrower.

(12) “Third party loan servicer” means a person who uses an
instrumentality of interstate commerce or the mails in any business for the principal
purpose of servicing a loan directly or indirectly, owed or due, or asserted to be owed or
due another.

Sec. 303. License required; exceptions.

(a) No person shall engage in business as a collection agency or a third party loan
servicer without obtaining a license issued by the Commissioner pursuant to this act,
except as otherwise provided in this section. Each licensee shall register with, and
maintain a valid unique identifier issued by the NMLS.

(b) This section does not apply to:

(1) A bank;

(2) A federal or state credit union;

(3) A mortgage lender acting within the scope of that license;

(4) A person acting under an order of a court of competent jurisdiction;

(5) A licensed real estate broker, or an individual acting on behalf of the
real estate broker, in the collection of rent or allied charges for property;

(6) A savings and loan association;

(7) A title company as to its escrow business;
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(8) A trust company;

(9) A student loan servicer licensed and operating pursuant to section 7(b)
of the Department of Insurance and Securities Regulation Establishment Act of 1996,
effective May 21, 1997 (D.C. Law 11-268; D.C. Official Code § 31-106.02)

(10) A lawyer, who does not engage debt collection or servicing as a
regular part of his practice, who is collecting a debt for a client, unless the lawyer has an
employee who:

(A) Is not a lawyer; and

(B) Is engaged primarily to solicit debts for collection or primarily
makes contact with a debtor to collect or adjust a debt through a procedure identified with
the operation of a collection agency; or

(11) A person who is collecting a debt for another person if:

(A) Both persons are related by common ownership;

(B) The person who is collecting a debt does so only for those
persons to whom it is related by common ownership;

(C) The principal business of the person who is collecting a debt is
not the collection of debts; and

(D) Before collecting a debt, the person files with the
Commissioner the correct name of the person, an address and telephone number of a
contact person and the name of the person’s registered agent;

(12) A regular employee of a creditor while the employee is acting under
the general direction and control of the creditor to collect a consumer claim that the

creditor owns; or
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(13) A regular employee of a licensed collection agency while the
employee is acting within the scope of employment.

Sec. 304. Application requirements; renewal.

(a) A license application under this act shall be filed on a form prescribed by the
Commissioner by rule, including all information required by the Commissioner.

(b) In its application, an applicant for a license as a collection agency or third
party loan servicer shall demonstrate to the Commissioner that the applicant is of good
moral character and has sufficient financial responsibility, business experience, and
general fitness to:

(1) Engage in business as a collection agency or third party loan servicer;

(2) Warrant the belief that the business will be conducted lawfully,
honestly, fairly, and efficiently; and

(3) Command the confidence of the public.

(c) The Commissioner is authorized, for good cause shown, to waive any
requirement of this section with respect to any license application or to permit a license
applicant to submit substituted information in its license application in lieu of the
information required by this section and any applicable rules.

(d) The Commissioner may require that an applicant applying for licensure under
this act, and any such other person as the Commissioner considers appropriate, submit his
or her name, contact information and other identifying information, fingerprints, written
consent to a criminal background check, an independent credit report, and information
related to any administrative, civil, or criminal findings by any governmental jurisdiction

with the applicant’s license application.
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(e) The Commissioner may use the NMLS as an agent for requesting information
from, and distributing information to, the Federal Bureau of Investigation, the
Department of Justice, any governmental agency, or any source so directed by the
Commissioner.

(f) If an applicant wishes to do business as a collection agency or third party loan
servicer at more than one place, the applicant shall submit a separate application and pay
a separate application fee for each location at which the applicant proposes to conduct
business.

(g) A license issued under this act shall expire on a date prescribed by the
Commissioner by rule.

(h) At least 30 days before a license expires, the licensee may renew the license
for an additional one-year term, if the licensee:

(1) Satisfies all renewal requirements, and pays all applicable fees that the
Commissioner prescribes by rule, as well as any third-party fees; and

(2) Files with the Commissioner a bond or bond continuation certificate
as required under section 402.

Sec. 305. Approval or denial of application.

(a) A license authorizes the licensee to do business as a collection agency or third
party loan servicer at only one place of business.

(b) The Commissioner may deny an application for a license to any person who:

(1) Has committed any act that would be grounds for reprimand,
suspension, or revocation of a license under this section; or

(2) Otherwise fails to meet the requirements for licensure.
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(c) The Commissioner may deny an application if it contains erroneous or
incomplete information.

(d) An applicant who seeks a hearing on a license application denial shall file a
written request for a hearing within 30 days following receipt of the notice to the
applicant of the applicant’s right to a hearing.

Sec. 306. Surrender of license.

(a) A licensee may surrender a license by giving the Commissioner written notice
that the license is surrendered.

(b) Surrender of a license does not affect:

(1) The civil or criminal liability of the licensee for an act committed
before surrender of the license; or

(2) The obligation of a claim that the licensee lawfully acquired before the
surrender.

TITLEIV. BONDING AND ENFORCEMENT PROVISIONS.

Sec. 401. Applicability

This title shall apply to the District of Columbia Retail Seller and Sales Finance
Company Act of 2019 and the District of Columbia Debt Collection Agency and Third
Party Loan Servicer Act of 2019.

Sec. 402. Bond requirement.

(a) When filing a new or renewal license application pursuant to sections 205 or
304, each applicant shall file with the Commissioner a bond for an amount prescribed by
the Commissioner by rule for each location from which the applicant proposes in the

license application to conduct business.
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(b) The bond shall be issued by a surety company authorized to issue such bonds
in the District.

(c) The bond shall be in a form satisfactory to the Commissioner and shall run to
the District for the benefit of any claimants against a licensee to secure the faithful
performance of the obligations of the licensee with respect to any law or regulation
governing the activities of the licensee. The aggregate liability of the bond shall not
exceed the principal sum of the bond.

(d) The applicant shall be the obligor of the bond.

(¢) The bond shall be conditioned upon the observance by the applicant of all the
provisions of this act and of all rules and regulations lawfully made by the Commissioner
under this act.

(f) The bond shall remain in effect until cancellation, which may occur only after
30 days’ written notice to the Commissioner. The surety shall be relieved of liability for
any breach of condition occurring after the effective date of the cancellation. Cancellation
shall not affect any liability incurred or accrued during the period prior to the
cancellation.

(g) Any license issued pursuant to this section shall be revoked, and void, by
operation of law during any period when the bond required by this section is not in full
force and effect.

(h) If the Commissioner reasonably determines that a bond required by this act is
insecure, deficient in amount, or exhausted in whole or in part, or if the surety on the
bond has notified the Commissioner of its intention to cancel the bond, the Commissioner

may, by written order, require the filing of a new or supplemental bond to secure
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compliance with this act. The licensee shall comply with the order within 20 days
following service of the order upon the licensee.

Sec. 403. Enforcement.

(a) If the Commissioner has a reasonable basis to believe that any licensee or
person required to have a license pursuant to sections 203 and 303 has violated this act,
the Commissioner may give notice to that person of the Commissioner’s intent to hold a
hearing to determine whether a cease and desist order with respect to the violation(s)
should be issued.

(b) The hearing shall be scheduled at least 15 days after the date of the notice. The
notice of hearing shall state the time and place for the hearing and the alleged
violation(s).

(c) The notice of hearing shall be served upon the licensee or person required to
have a license, referenced in subsection (a) of this section, personally or by one of the
following means:

(1) By leaving the notice at the last business address (or home address, if
there is no business address) of which the Department has been given notice by the
person complained against; or

(2) By mailing the notice by certified mail to the last business address (or
home address if there is no business address) of which the Department has been given
notice by the person complained against; or

(3) By mailing the notice by certified mail to the address of the person
complained against or that person’s registered agent, if person complained against is a

non-resident.
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(d) The Commissioner, or the Commissioner’s designee, shall conduct the hearing
in accordance with the provisions of section 10 of the District of Columbia
Administrative Procedure Act, approved October 21, 1968 (Pub. L. 90-614, 82 Stat.
1208; D.C. Official Code § 2-509).

(e) At the conclusion of the hearing, if the Commissioner or the Commissioner’s
designee determines, upon the preponderance of testimony and evidence that the person
complained against has violated this act, the Commissioner or designee shall do one of
the following:

(1) State the findings and issue an order requiring the person complained
against to cease and desist from the unlawful conduct and to take affirmative action
including restitution as will effectuate the purposes of this act, with notice that if the
Department determines that the person complained against has not, after 15 calendar days
following service of its order, corrected the unlawful practice and complied with the
order, the Commissioner will certify the matter to the Office of the Attorney General and
to such other agencies, as may be appropriate, for enforcement; or

(2) Immediately certify the matter to the Office of the Attorney General
for civil or criminal enforcement pursuant to this section.

(f) Failure to comply with an order issued pursuant to this section shall constitute
grounds for suspension of licensure.

(g8) Any certification under this section, for the purpose of a civil proceeding, shall
constitute a determination that there exists a prima facie case of violation of this act.

(h) The Office of the Attorney General may institute such civil proceedings in the

name of the District in an appropriate court, including the seeking of such restraining
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orders and temporary or permanent injunctions as are necessary to obtain complete
compliance with the orders of the Commissioner.

(i) If, at any time after a complaint has been filed, the Commissioner believes that
appropriate civil action to preserve the status quo or to prevent irreparable harm appears
advisable, the Commissioner may certify the matter to the Office of the Attorney General
who may bring, in the name of the District, in an appropriate court, any action necessary
to preserve such status quo or to prevent such harm, including the seeking of temporary
restraining orders and preliminary injunctions.

(§) If at the conclusion of the hearing, the Commissioner, or the Commissioner’s
designee determines, upon the preponderance of the testimony and evidence that the
person complained against has not violated this act, the Commissioner or designee shall
state his or her findings and issue an order dismissing the complaint.

Sec. 404. Penalties.

(a) A person violating any provision of this act shall be subject to a fine or penalty
not exceeding $1,000 or imprisonment for not more than 90 days for each violation.
Prosecutions for violations of this act or any rules issued pursuant to this act shall be
conducted in the Superior Court of the District of Columbia by the Office of the Attorney
General in the name of the District.

(b) Civil fines, penalties, and fees may be imposed as alternative sanctions for any
infraction of this act.

(c) The remedies and penalties set forth in this section shall not be deemed to be
mutually exclusive. The Department may pursue the remedies and penalties jointly and

concurrently.
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(d) Nothing in this act shall prevent any person from exercising any right or
seeking any remedy to which he might otherwise be entitled, or from filing any complaint
with any other agency.

Sec. 405. Examinations and Investigations

(a) The Department may at any time examine or investigate the transactions,
business, and records of any person subject to this act relating to matters covered by this
act.

(b) If any records subject to this section are located outside the District, the
licensee shall, at the licensee’s option:

(1) Make the records available to the Commissioner at a convenient
location within the District; or

(2) Pay the reasonable and necessary expenses for the Commissioner or
the Commissioner’s representative(s) to examine the records where they are maintained.

(c) The Commissioner may designate representatives, including comparable
officials of the state in which the records are located, to inspect them on the
Commissioner’s behalf.

TITLE V. EFFECT ON OTHER LAWS.

(a) Enforcement of this act shall not limit the authority of the District or any
persons under Section 28-3815 of the District of Columbia Official Code, Title 28,
Chapter 39 of the District of Columbia Official Code, or any other applicable District
law.

(b) The Commissioner has the authority to enforce the administrative enforcement

provisions of this act under Section 28-3815 of the District of Columbia Official Code.
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TITLE VI. RULEMAKING.

Sec. 501. Rulemaking.

The Commissioner may promulgate rules and regulations as deemed necessary
and appropriate to implement the provisions of this act.

TITLE VII. FISCAL IMPACT STATEMENT.

Sec. 601. Fiscal impact statement.

The Council adopts the fiscal impact statement in the committee report as the
fiscal impact statement required by section 602(c)(3) of the District of Columbia Home
Rule Act, approved December 24, 1973 (87 Stat. 813; D.C. Official Code § 1-
206.02(c)(3)).

TITLE VIII. EFFECTIVE DATE.

Sec. 701. Effective date.

This Act shall take effect following approval by the Mayor (or in the event of veto
by the Mayor, action by the Council to override the veto), and a 30-day period of
Congressional review as provided in section 602(c)(1) of the District of Columbia Home
Rule Act, approved December 24, 1973 (87 Stat. 813; D.C. Code § 1-206(c)(1)), and

publication in the District of Columbia Register.
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Government of the District of Columbia
Office of the Chief Financial Officer

* * %
R
S e

Jeffrey S. DeWitt

Chief Financial Officer

MEMORANDUM

TO: The Honorable Phil Mendelson

Chairman, Council of the District of Columbia

FROM: Jeffrey S. DeWitt a {? @W

Chief Financial Officer

DATE: January 10, 2019

SUBJECT: Fiscal Impact Statement -Financial Services Consumer Protection Act
of 2019

REFERENCE: Draft Bill as shared with the Office of Revenue Analysis on January 4,
2019

Conclusion

Funds are sufficient in the fiscal year 2019 through fiscal year 2022 budget and financial plan to
implement the bill.

Background

The bill expands or creates new requirements for three industries: currency exchange stores,
consumer product financing companies, and collection agencies.

First, the bill proposes restrictions and requirements for retail currency exchange establishments.
These establishments must register with the National Multistate Licensing System and Registry
(NMLS) and obtain a license from the Department of Insurance, Securities, and Banking (DISB). The
licensee must pay any applicable fees, appropriately capitalize the business,! and provide detailed
data on the soundness of the ownership’s business experience. The bill also outlines the guidelines
for DISB examination, reporting, and enforcement activities and the licensee’s record-keeping
requirements.

The bill does not apply to the currency exchange activities of a bank, trust company, foreign bank
agency, credit union, savings bank, savings and loan association, department of the United States
government, or the United States Postal Service.

1 The business must maintain at least $50,000 in available funds.

1350 Pennsylvania Avenue, NW, Suite 203, Washington, DC 20004 (202)727-2476
www.cfo.dc.gov



The Honorable Phil Mendelson
FIS: “Financial Services Consumer Protection Act of 2019,” Draft Bill as shared with the Office of Revenue
Analysis on January 4, 2019

Next, the bill proposes restrictions and requirements on retailers that allow for installment payments
and companies that purchase retail installment contracts. These companies must also register with
NMLS and obtain a license from DISB. The bill establishes guidelines for the disclosures, content, and
delivery requirements of retail installment contracts,? including provisions that are prohibited from
inclusion in such contracts. The bill also adopts by reference a number of the provisions of the federal
Truth in Lending Act.3

The bill’s provisions on lending do not apply to banks, trust companies, credit union, savings and loan
associations or building and loan associations. The bill also does not apply to transactions over
$25,000, purchases requiring the consumer to pay in-full within 90 days, and purchases where the
seller retains no security interest in the good.

The last group that the bill subjects to NMLS registration and DISB licensing requirements includes
collection agencies and third-party loan servicers. These provisions do not cover banks, credit
unions, mortgage lenders, court-ordered actions, real estate brokers collecting rent payments,
savings and loan associations, title companies, trust companies, student loan servicers, lawyers,*
regular employees of creditors, or employees of a licensed collection agency.

The bill also requires certain companies to file a bond issued by a surety company with DISB at the
time the company submits a license application in an amount determined by DISB by rule. The surety
bond requirement applies to consumer retailers that offer installment contracts, companies that
purchase such contracts, collection agencies, and third-party loan servicers.

Financial Plan Impact

Funds are sufficient in the fiscal year 2019 through fiscal year 2022 budget and financial plan to
implement the bill. The bill requires currency exchange stores, consumer product sellers, retail
financers, collection agencies, and third-party loan servicers to register with NMLS and obtain a
license with DISB. The Office of Revenue Analysis and DISB are unable to determine the full
population of affected businesses,5 but the new licensing requirements will result in new revenues
for the District’s General Fund once DISB establishes the license fee structure. We estimate a minimal
impact on existing general business license fees from current businesses that choose not to remain
in the District due to the new law.

DISB can absorb the costs associated with licensing these new businesses and will rely on third party
information and evaluations when available. This includes relying on NMLS for official background
check information on many of the businesses and their owners.

2 These are contracts between a buyer and seller that evidence a transaction where the purchase price is paid
in one or more deferred installments.

3 Sections 106, 107, 121, 122, 124, 127, 128, and 141-145 (Pub. L. 90-321, Stat. 146,15 U.S.C. § 1601 et seq.).

4 So long as debt collection is not the lawyer’s primary business

5 NMLS has approximately 81 retail seller and consumer finance companies registered for the District. A
public search indicates there could be a dozen or so currency exchange stores, and DISB estimates there could
be hundreds of collection-agency related services operating in the District.

Page 2 of 2



GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE ATTORNEY GENERAL

* k%
ATTORNEY GENERAL .
KARL A. RACINE

|

Legal Counsel Division

MEMORANDUM

TO: Alana Intrieri
Director
Office of Policy and Legislative Affairs

FROM: Janet M. Robins
Deputy Attorney General
Legal Counsel Division

DATE: January 4, 2019

SUBJECT: Financial Services Consumer Protection Act of 2019
(AE-17-345 rev.)

This iS to Cel‘ tify that this Office has reviewed the legislation

entitled the “Financial Services Consumer Protection Act of 2019”, and determined that it

is legally unobjectionable. If You have any questions, please do not hesitate to call me at
724-5524.

Janet M. Robins




