
, , _ Approved as to Form and Legality 

FILED OFFICE ©F THE CtT Y CtERf 
OAKLAND 

20i2rEBeĝ iKE:AWD CITY COUNCIL 

RESOLUTION NO. C.M.S. 

Introduced by Councilmember Brunner 

Resolution Supporting Senate Bill 708 (Corbett) Extending The Provisions Of Senate Bill 
1137 Which Established New Procedures For Home Loan Foreclosures And Expires On 
January 1,2013 

WHEREAS, the City of Oakland continues to experience a very high rate of home mortgage 
foreclosures, particularly for sub-prime and non-traditional loans; and 

WHEREAS, the mortgage crisis has had devastating effects on individuals, families and whole 
neighborhoods in Oakland; and 

WHEREAS, the Legislature passed SB 1137 in 2008, which modified and established new 
processes for home loan foreclosure procedures; requiring greater communication with and 
notice to borrowers in delinquency or default, providing borrowers with information about the 
availability of assistance form certified counseling agencies; requiring lenders to provide a way 
for borrowers to contact the lender via a toll-free number with access to a live representative 
during business hours; requiring lenders to post specific information on their web siteŝ to advise 
borrowers of options and procedures to avoid foreclosure; requiring that notices of pending 
foreclosures sales be provided in appropriate language to owner-occupants and renters in 
foreclosed properties, requiring that tenants of such properties be provided with at least 60 days 
written notice of eviction; making owners of vacant residential property liable for failure to 
adequately maintain the property; declaring that servicers of loans are acting in the best interest 
of all parties to a mortgage loan pool if they agree to or implement loan modifications or 
workouts and declaring the intent of the Legislature that lenders will offer borrowers loan 
modification or workout plans, and 

WHEREAS, SB 708 would extend the provisions of Senate Bill 1137 from its sunset date of 
January 1,2013 to January 1, 2018, now therefore, be lt 

FURTHER RESOLVED: That the City Council hereby authorizes and directs the City 
Administrator, and/or, her designee, to work actively for the passage of SB 708 extending the 
provisions of Senate Bill 1137 which established new procedures for home loan foreclosures and 
expires on January 1, 2013. 

IN COUNCIL, OAKLAND, CALIFORNIA , 2012 
PASSED BY THE FOLLOWING VOTE: 

AYES - BROOKS, BRUNNER DE LA FUENTE, KAPLAN, KERNiGHAN, NADEL, SCHAAF, and President REID, 

NOES -
ABSENT -
ABSTENTION -

ATTEST: 



LaTonda Simmons 
City Clerk and Clerk of the Council 

of the City of Oakland, California 
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BILL NUMBER: SB 708 INTRODUCED 
BILL TEXT 

INTRODUCED BY Senator Corbett 

FEBRUARY 18, 2011 

An act to add D i v i s i o n 3.5 (commencing w i t h S e c t i o n 12500} to the 
F i n a n c i a l Code, r e l a t i n g to debt settlement. 

LEGISLATIVE COUNSEL'S DIGEST 

SB 708, as introduced, Corbett. Debt Settlement Consumer 
P r o t e c t i o n Act. 

E x i s t i n g law, the Check S e l l e r s , B i l l Payers and Pr o r a t e r s Law, 
provides f o r l i c e n s u r e and r e g u l a t i o n by the Commissioner of 
Corporations of persons engaged i n , among other a c t i v i t i e s , the 
business of r e c e i v i n g money as an agent of the o b l i g o r f o r the 
purpose of paying b i l l s , i n v o i c e s , or accounts f o r the o b l i g o r . 

This b i l l would enact the Debt Settlement Consumer P r o t e c t i o n Act 
and provide f o r the l i c e n s u r e and r e g u l a t i o n by the commissioner of 
debt settlement p r o v i d e r s , defined as persons or e n t i t i e s engaging 
i n , or h o l d i n g themselves out as engaging i n , the business of 
p r o v i d i n g debt settlement s e r v i c e s , as defined, i n exchange f o r any 
fee or compensation. The b i l l would e s t a b l i s h c r i t e r i a f o r issuance 
by the commissioner of a l i c e n s e to engage i n debt settlement 
s e r v i c e s , would r e q u i r e an a p p l i c a t i o n f o r l i c e n s u r e to be submitted 
under penalty of p e r j u r y , would r e q u i r e a l i c e n s e to be renewed 
b i e n n i a l l y , and would r e q u i r e s p e c i f i e d fees to be p a i d f o r a 
l i c e n s e . The b i l l would p r o h i b i t a debt settlement p r o v i d e r from 
e n t e r i n g i n t o an agreement w i t h a consumer f o r debt settlement 
s e r v i c e s unless the pr o v i d e r r e t a i n s on f i l e a w r i t t e n determination, 
and provides a copy to the consumer, that i n c l u d e s an a n a l y s i s 
i n d i c a t i n g that the debt settlement program i s s u i t a b l e f o r the 
consumer and that the consumer can reasonably expect to r e c e i v e a 
t a n g i b l e net b e n e f i t from the program. The b i l l would r e q u i r e 
s p e c i f i e d d i s c l o s u r e s from a pr o v i d e r to the consumer before e n t e r i n g 
i n t o an agreement f o r debt settlement s e r v i c e s . The b i l l would 
r e q u i r e a consumer e n t e r i n g i n t o a debt settlement s e r v i c e s agreement 
to s i g n and date a s p e c i f i e d consumer n o t i c e and r i g h t s form. The 
b i l l would s p e c i f y r e q u i r e d contents of debt settlement s e r v i c e s 
agreements and would provide that a consumer has a r i g h t to terminate 
an agreement at any time through o r a l , w r i t t e n , or e l e c t r o n i c n o t i c e 
to a p r o v i d e r . The b i l l would p r o h i b i t a pr o v i d e r from engaging i n 
s p e c i f i e d p r a c t i c e s and would regul a t e the fees and charges imposed 
by a p r o v i d e r . The b i l l would a u t h o r i z e an i n j u r e d i n d i v i d u a l to 
recover s p e c i f i e d damages from a p r o v i d e r that v i o l a t e s the b i l l ' s 
p r o v i s i o n s and would make a v i o l a t i o n of the b i l l ' s p r o v i s i o n s a 
crime. Because t h i s b i l l would create a new crime, and expand the 
scope of the e x i s t i n g crime of p e r j u r y , i t would impose a 
state-mandated l o c a l program. The b i l l would a u t h o r i z e the 
commissioner and the Attorney General to enforce these p r o v i s i o n s . 

The C a l i f o r n i a C o n s t i t u t i o n r e q u i r e s the s t a t e to reimburse l o c a l 
agencies and school d i s t r i c t s f o r c e r t a i n costs mandated by the 
s t a t e . S t a t u t o r y p r o v i s i o n s e s t a b l i s h procedures f o r making that 
reimbursement. 

This b i l l would provide that no reimbursement i s r e q u i r e d by t h i s 

http://www.leginfo.ca.gOv/pub/l l-12^ill/serVsb_0701-0750/sb_708_bill_20110218Jntrod... 1/31/2012 
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act f o r a s p e c i f i e d reason. 
Vote; m a j o r i t y . A p p r o p r i a t i o n : no. F i s c a l committee: yes. 

State-mandated l o c a l program: yes. 

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS: 

SECTION 1. D i v i s i o n , 3.5 (commencing with S e c t i o n 12500) i s added 
to the F i n a n c i a l Code, to read: 

DIVISION 3.5. Debt Settlement Consumer P r o t e c t i o n Act 

CHAPTER 1. SHORT TITLE 

12500. This d i v i s i o n s h a l l be known and may be c i t e d as the Debt 
Settlement Consumer P r o t e c t i o n Act. 

CHAPTER 2. DEFINITIONS 

12501. As used i n t h i s d i v i s i o n , the f o l l o w i n g d e f i n i t i o n s s h a l l 
apply: 

(a) " A c c r e t i o n r a t e " means the percentage increase i n outstanding 
debt, as measured against the p r i n c i p a l amount of the debt, due to 
the a d d i t i o n of fees and i n t e r e s t . 

(b) "Commissioner" means the Commissioner of Corporations. 
(c) "Consumer" means any person who purchases or c o n t r a c t s f o r the 

purchase of debt settlement s e r v i c e s . 
(d) (1) "Debt settlement p r o v i d e r " or "provider" means any person 

or e n t i t y engaging i n , or h o l d i n g i t s e l f out as engaging i n , the 
business of p r o v i d i n g debt settlement s e r v i c e s i n exchange f o r any 
fee or compensation, or any person who s o l i c i t s f o r or acts on behalf 
of any person or e n t i t y engaging i n , or holding i t s e l f out as 
engaging i n , the business of p r o v i d i n g debt settlement s e r v i c e i n 
exchange f o r any fee or compensation. 

(2) "Debt settlement p r o v i d e r " or "provider" does not i n c l u d e any 
of the f o l l o w i n g : 

(A) Escrow agents, accountants, broker dealers i n s e c u r i t i e s , or 
investment a d v i s o r s i n s e c u r i t i e s , when a c t i n g i n the o r d i n a r y 
p r a c t i c e of t h e i r p r o f e s s i o n s and through the e n t i t y used i n the 
o r d i n a r y p r a c t i c e of t h e i r p r o f e s s i o n . 

(B) A f i n a n c i a l i n s t i t u t i o n not p r i m a r i l y engaged i n the business 
of debt settlement under s t a t e or f e d e r a l law and that i s any of the 
f o l l o w i n g : 

(i) A bank, t r u s t company, insurance company, or i n d u s t r i a l loan 
company doing business under the a u t h o r i t y of or i n accordance w i t h a 
l i c e n s e , c e r t i f i c a t e , or c h a r t e r issued by the United States or any 
s t a t e , d i s t r i c t , t e r r i t o r y , or commonwealth of the United States that 
i s a u t h o r i z e d to t r a n s a c t business i n t h i s s t a t e . 

( i i ) A f e d e r a l l y chartered savings and loan a s s o c i a t i o n , f e d e r a l 
savings bank, or f e d e r a l c r e d i t union that i s a u t h o r i z e d to t r a n s a c t 
business i n t h i s s t a t e . 

( i i i ) A savings and loan a s s o c i a t i o n , savings bank, or c r e d i t 
union organized under the laws of t h i s or any other s t a t e that i s 
a u t h o r i z e d to t r a n s a c t business i n t h i s s t a t e . 

(iv) A person engaged s o l e l y i n business, commercial, or 
a g r i c u l t u r a l mortgage lending. 

(C) Any person who performs.credit s e r v i c e s f o r h i s or her 
employer while r e c e i v i n g a r e g u l a r s a l a r y or wage when the employer 

http://www.ieginfo.ca.gov/pub/Il-12/biil/sen/sb_0701-0750/sb_708_bili_20n0218_introd... 1/31/2012 
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i s not engaged i n the business of o f f e r i n g or p r o v i d i n g debt 
settlement s e r v i c e . 

{D} A C a l i f o r n i a l i c e n s e d t i t l e i n s u r e r , or escrow company, or 
other person i n good standing that provides b i l l paying s e r v i c e s i f 
the person does not provide debt settlement s e r v i c e s . 

(E) F i n a n c i a l planni-ng s e r v i c e s provided i n a f i n a n c i a l 
p l a n n e r - c l i e n t r e l a t i o n s h i p by a member of a f i n a n c i a l planning 
p r o f e s s i o n whose members the commissioner determines are l i c e n s e d 
under Chapter 3 (commencing w i t h S e c t i o n 25230} of Part 3 of D i v i s i o n 
1 of T i t l e 4 of the Corporations Code, and who i s not p r i m a r i l y 
engaged i n the business of debt settlement. 

(e) (1) "Debt settlement s e r v i c e s " means e i t h e r of the f o l l o w i n g : 
(A) O f f e r i n g to provide advice or s e r v i c e , or a c t i n g as an 

intermediary between or on behalf of a consumer and one or more of a 
consumer's c r e d i t o r s , where the primary purpose of the advice, 
s e r v i c e , or a c t i o n i s t o o b t a i n a settlement, adjustment, or 
s a t i s f a c t i o n of the consumer's debt to a c r e d i t o r i n an amount l e s s 
than the f u l l amount of the p r i n c i p a l amount of the debt or i n an 
amount l e s s than the current outstanding balance of the debt. 

(B) O f f e r i n g t o provide, or p r o v i d i n g , s e r v i c e s r e l a t e d to 
a d v i s i n g , encouraging, a s s i s t i n g , or counseling a consumer to 
accumulate funds f o r the primary purpose of proposing, o b t a i n i n g , or 
seeking to o b t a i n a settlement, adjustment, or s a t i s f a c t i o n of the 
consumer's debt to a c r e d i t o r i n an amount l e s s than the f u l l amount 
of the p r i n c i p a l amount of the debt or i n an amount l e s s than the 
current outstanding balance of the debt. 

(2) "Debt settlement s e r v i c e " does not include s e r v i c e s of an 
attorn e y i n p r o v i d i n g i n f o r m a t i o n , advice, or l e g a l r e p r e s e n t a t i o n 
w i t h respect t o f i l i n g a case or proceeding under T i t l e 11 of the 
United States Code. 

(f) " I n d i v i d u a l i z e d f i n a n c i a l a n a l y s i s " means a review of a 
consumer's budget, income, expenses, and debt i n order to make a 
determination about the i n d i v i d u a l ' s q u a l i f i c a t i o n f o r a p r o v i d e r ' s 
debt settlement program, the consumer's a b i l i t y to make the savings 
necessary to complete the debt settlement program, and whether i t i s 
reasonable to expect the consumer w i l l r e c e i v e a t a n g i b l e net b e n e f i t 
from the debt settlement program o f f e r e d by the p r o v i d e r . 

(g) "Person" means an i n d i v i d u a l , c o r p o r a t i o n , business t r u s t , 
e s t a t e , t r u s t , p a r t n e r s h i p , l i m i t e d l i a b i l i t y company, a s s o c i a t i o n , 
j o i n t venture, or any other l e g a l or commercial e n t i t y . 

(h) " P r i n c i p a l amount of the debt" means the t o t a l amount of debt 
owed by a consumer to one or more c r e d i t o r s f o r the debt i n c l u d e d i n 
an agreement f o r debt settlement s e r v i c e s at the time that the 
consumer enters i n t o the agreement f o r debt settlement s e r v i c e . 

(i) "Program" means a program or s t r a t e g y i n which a p r o v i d e r 
f u r n i s h e s debt settlement s e r v i c e s . 

CHAPTER 3. LICENSING AND OVERSIGHT 

A r t i c l e 1. L i c e n s i n g Requirements 

12505. (a) I t s h a l l be unlawful f o r any person to act as a debt 
settlement p r o v i d e r without a v a l i d l i c e p s e issued under t h i s 
d i v i s i o n and except as author i z e d under t h i s d i v i s i o n . 

(b) The commissioner s h a l l maintain and p u b l i c i z e a l i s t of the 
names of a l l l i c e n s e d p r o v i d e r s and s h a l l p u b l i s h the l i s t by J u l y 1, 
2012 . 

12506. (a) An a p p l i c a t i o n f o r l i c e n s u r e as a pr o v i d e r s h a l l be 

http://www.leginfo.ca.gov/pub/ll-12/bill/sen/sb_0701-0750/sb_708_bill_20110218Jntrod... 1/31/2012 
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accompanied by a charge to cover the reasonable r e g u l a t o r y cost of 
the commissioner i n c i d e n t to i n v e s t i g a t i n g an a p p l i c a t i o n f o r 
l i c e n s u r e and i s s u i n g a l i c e n s e . The charge s h a l l i n c l u d e an 
i n v e s t i g a t i o n fee, not to exceed the sum of one thousand d o l l a r s 
($1,000), an a p p l i c a t i o n fee, not to exceed the sum of one thousand 
d o l l a r s ($1,000), and a fee to cover the cost of f i n g e r p r i n t 
p r ocessing. The i n v e s t i g a t i o n fee and a p p l i c a t i o n fee are not 
refundable. 

(b) An a p p l i c a t i o n f o r l i c e n s u r e as a pr o v i d e r s h a l l be 
accompanied by the f o l l o w i n g : 

(1) (A) Evidence of a surety bond i n the amount of two hundred 
thousand d o l l a r s ($200,000), which bond or insurance s h a l l be 
maintained by the pr o v i d e r during the term of the l i c e n s e . 

(B) Upon l i c e n s u r e as a pr o v i d e r , the bond s h a l l be payable to the 
commissioner and is s u e d by an i n s u r e r a u t h o r i z e d to do business i n 
t h i s s t a t e . A copy of the bond, i n c l u d i n g any and a l l r i d e r s and 
endorsements executed subsequent to the e f f e c t i v e date of the bond, 
s h a l l be f i l e d w i t h the commissioner f o r review and approval w i t h i n 
10 days ot execution. The bond s h a l l be used f o r the recovery of 
lo s s e s or damages i n c u r r e d by i n d i v i d u a l s as the r e s u l t of a l i c e n s e e ' 
s noncompliance w i t h the requirements of t h i s d i v i s i o n or f o r the 
recovery of expenses, f i n e s , and fees l e v i e d by the commissioner, a 
d i s t r i c t attorney, c i t y attorney, or the Attorney General. 

(C) When an a c t i o n i s commenced on a l i c e n s e e ' s bond, the 
commissioner may r e q u i r e the f i l i n g of a new bond. Immediately upon 
recovery of any a c t i o n on the bond, the l i c e n s e e s h a l l f i l e a new 
bond. F a i l u r e to f i l e a new bond w i t h i n 10 days of the recovery on a • 
bond, or w i t h i n 10 days a f t e r n o t i f i c a t i o n by the commissioner that a 
new bond i s required, c o n s t i t u t e s s u f f i c i e n t grounds f o r the 
suspension or r e v o c a t i o n of the l i c e n s e . 

(D) The bond s h a l l remain i n force and e f f e c t u n t i l the surety i s 
re l e a s e d from l i a b i l i t y by the commissioner, or u n t i l the bond i s 
canceled by the surety. 

(2) (A) Audited f i n a n c i a l statements prepared i n accordance w i t h 
g e n e r a l l y accepted accounting p r i n c i p l e s and acceptable to the 
commissioner. 

(B) A l i c e n s e e s h a l l maintain a minimum net worth of one hundred 
thousand d o l l a r s ($100,000) at a l l times as evidenced by the 
f i n a n c i a l statement. 

(C) A l i c e n s e e s h a l l annually f i l e audited f i n a n c i a l statements 
along w i t h the annual report to the commissioner r e q u i r e d under 
S e c t i o n 12521. 

(D) The commissioner may by r u l e or order p r e s c r i b e the form and 
content of f i n a n c i a l statements r e q u i r e d under t h i s law. 

(3) Proof that the a p p l i c a n t has f i l e d appropriate documents w i t h 
e i t h e r the Secretary'of State or the county i n which the a p p l i c a n t i s 
lo c a t e d to conduct a business i n C a l i f o r n i a . 

12507. (a) Each l i c e n s e e s h a l l pay to the commissioner i t s pro 
r a t a share of a l l c osts and expenses reasonably i n c u r r e d i n the 
a d m i n i s t r a t i o n of t h i s d i v i s i o n , as estimated by the commissioner, 
f o r the ensuing year and any d e f i c i t a c t u a l l y i n c u r r e d or a n t i c i p a t e d 
i n the a d m i n i s t r a t i o n of the program i n the year i n which the 
assessment i s made. The pro r a t a share s h a l l be the p r o p o r t i o n that a 
l i c e n s e e ' s t o t a l e n r o l l e d debt f o r debt settlement s e r v i c e s i n t h i s 
s t a t e bears t o the aggregate t o t a l e n r o l l e d debt of a l l l i c e n s e e s as 
shown by the audited f i n a n c i a l statements f i l e d w i t h the commissioner 
pursuant to subparagraph (A) of paragraph (2) of s u b d i v i s i o n (b) of 
Se c t i o n 12506, f o r the costs and expenses remaining a f t e r the amount 
assessed pursuant to s u b d i v i s i o n (b). 

(b) On or before the 30th day of May i n each year, the 
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commissioner s h a l l n o t i f y each l i c e n s e e by mail of the amount • 
assessed and l e v i e d against i t and that amount s h a l l be p a i d w i t h i n 
30 days t h e r e a f t e r . I f payment i s not made w i t h i n 30 days, the 
commissioner may assess and c o l l e c t a penalty, i n a d d i t i o n to the 
assessment, not to exceed 1 percent of the assessment f o r each month 
or part of a month that the payment i s delayed or.withheld. 

(c) I f a l i c e n s e e f a i l s to pay the assessment on or before the 
.30th day of June f o l l o w i n g the day upon which payment i s due, the 
commissioner may by order summarily suspend or revoke the l i c e n s e e ' s 
l i c e n s e . I f , a f t e r an order i s made, a request f o r hearing i s f i l e d 
i n w r i t i n g w i t h i n 30 days, and a hearing i s not h e l d w i t h i n 60 days 
t h e r e a f t e r , the order i s deemed rescinded as of i t s e f f e c t i v e date. 
During any p e r i o d when i t s c e r t i f i c a t e i s revoked or suspended, a 
l i c e n s e e s h a l l not conduct business pursuant to t h i s d i v i s i o n except 
as may be permitted by order of the commissioner. However, the 
rev o c a t i o n , suspension, or surrender of a l i c e n s e s h a l l not a f f e c t 
the powers of the commissioner as provided i n t h i s d i v i s i o n . 

12508. Every a p p l i c a t i o n f o r l i c e n s u r e s h a l l be signed by the 
a p p l i c a n t and s h a l l d e c l a r e under penalty of p e r j u r y as tru e any 
matter submitted on the a p p l i c a t i o n f o r l i c e n s u r e . Any a p p l i c a n t , and 
any person who signs an a p p l i c a t i o n on behalf of an a p p l i c a n t , who 
knowingly misrepresents any m a t e r i a l f a c t , submits any m a t e r i a l 
statement that i s f a l s e , or who knowingly makes an omission of a 
m a t e r i a l f a c t , i s g u i l t y of a misdemeanor. The a p p l i c a t i o n form s h a l l 
c o n t a i n a statement informing the a p p l i c a n t that a f a l s e or 
dishonest answer to a question may be grounds f o r d e n i a l or 
subsequent suspension or re v o c a t i o n of the a p p l i c a n t ' s l i c e n s e . An 
a p p l i c a t i o n f o r l i c e n s u r e s h a l l be i n a form p r e s c r i b e d by the 
commissioner and at minimum s h a l l i n c l u d e 'the f o l l o w i n g : 

(a) The a p p l i c a n t ' s name, p r i n c i p a l business address and telephone 
number, and a l l other business addresses i n t h i s s t a t e , e-mail 
addresses, and a l l I n ternet Web s i t e addresses. 

(b) A l l names under which the a p p l i c a n t conducts a debt settlement 
business or a business f o r which l i c e n s u r e by the commissioner i s • 
req u i r e d . 

(c) The address of each l o c a t i o n i n t h i s s t a t e at which the 
a p p l i c a n t s h a l l provide debt settlement s e r v i c e s or a statement that 
the a p p l i c a n t w i l l have no such l o c a t i o n accompanied by a statement 
of the l o c a t i o n s from which debt settlement s e r v i c e s w i l l be provided 
to persons i n the s t a t e . 

(d) The name of each executive o f f i c e r and d i r e c t o r of the 
a p p l i c a n t and each person that owns or c o n t r o l s , d i r e c t l y or 
i n d i r e c t l y , at l e a s t 10 percent or more of the outstanding e q u i t y 
i n t e r e s t s of the a p p l i c a n t and any other i n f o r m a t i o n necessary f o r 
i n v e s t i g a t i o n i n S e c t i o n 12509. 

(e) A statement d e s c r i b i n g , to the extent i t i s known or should be 
known by the a p p l i c a n t , any c i v i l or c r i m i n a l judgment r e l a t i n g to 
f i n a n c i a l fraud or misuse, or r e l a t i n g to consumer p r o t e c t i o n laws; 
any d i s p o s i t i o n of a c r i m i n a l matter i n the nature of a nolo 
contendere p l e a and any s i g n i f i c a n t c i v i l settlement i f e i t h e r 
r e l a t e s to a l l e g a t i o n s of f i n a n c i a l misconduct or fraud or consumer 
p r o t e c t i o n laws; and any m a t e r i a l a d m i n i s t r a t i v e or enforcement 
a c t i o n by a governmental agency r e l a t i n g to f i n a n c i a l fraud or misuse 
or consumer p r o t e c t i o n laws i n any j u r i s d i c t i o n against the 
a p p l i c a n t , any of i t s o f f i c e r s , d i r e c t o r s , owners, employees, agents, 
or predecessor o r g a n i z a t i o n s . 

(f) At the a p p l i c a n t ' s expense, pursuant to the process i n S e c t i o n 
12510, the r e s u l t s of a n a t i o n a l c r i m i n a l h i s t o r y records check, 
i n c l u d i n g f i n g e r p r i n t s , provided pursuant to' the Federal Bureau of 
I n v e s t i g a t i o n a p p r o p r i a t i o n of T i t l e I I of P u b l i c Law-92-544 (28 
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U.S.C. Sec. 534) conducted w i t h i n the immediately preceding 12 
months, covering every executive o f f i c e r of the a p p l i c a n t . The 
commissioner s h a l l be the author i z e d agency to r e c e i v e i n f o r m a t i o n 
regarding the r e s u l t s of the n a t i o n a l c r i m i n a l h i s t o r y records check 
under T i t l e i i of P u b l i c Law 92-544 (28 U.S.C. Sec. 534). 

(g) D i s c l o s u r e of common ownership by any person owning or 
c o n t r o l l i n g , d i r e c t l y or i n d i r e c t l y , 10 percent or more of the 
outstanding i n t e r e s t s or e q u i t y s e c u r i t i e s i n the debt settlement 
s e r v i c e s p r o v i d e r w i t h the f o l l o w i n g persons: 

(1) Any person who a d v e r t i s e s any s e r v i c e to a s s i s t consumers w i t h 
reducing or e l i m i n a t i n g debt. 

(2) Any person who provides banking or s i m i l a r d e p o s i t o r y s e r v i c e s 
to consumers of debt settlement s e r v i c e s p r o v i d e r s . 

(3) Any person, other than i n d i v i d u a l s employed by the debt 
settlement s e r v i c e s p r o v i d e r , w i t h whom the debt settlement s e r v i c e s 
p r o v i d e r c o n t r a c t s to provide debt settlement s e r v i c e s , or pa r t s 
thereof, to consumers of the debt settlement s e r v i c e s p r o v i d e r . 

(h) D i s c l o s u r e of any other p o t e n t i a l c o n f l i c t of i n t e r e s t with 
any person that f a c i l i t a t e s , promotes, i n f l u e n c e s , or i s i n v o l v e d 
w i t h the debt settlement process, as re q u i r e d by r u l e of the 
commissioner. 

(i) A copy of any agreement or evidence of any c o n t r a c t u a l 
r e l a t i o n s h i p w i t h any e n t i t y l i s t e d i n paragraph (2) of s u b d i v i s i o n 
(d) of Se c t i o n 12501. 

(j) An a u t h o r i z a t i o n f o r d i s c l o s u r e of f i n a n c i a l records of the 
a p p l i c a n t pursuant t o Se c t i o n 7473 of the Government Code. 

(k) A l l sample agreements and d i s c l o s u r e s intended to be used by 
the p r o v i d e r i n C a l i f o r n i a . 

(1) A statement l i s t i n g the names of any other businesses or 
e n t i t i e s through which the a p p l i c a n t does business as a debt 
settlement o r g a n i z a t i o n or has done so w i t h i n the f i v e calendar years 
immediately preceding the a p p l i c a t i o n . 

(m) Any other i n f o r m a t i o n that the commissioner reasonably 
r e q u i r e s to determine whether to is s u e a l i c e n s e . 

12509. (a) Upon f i l i n g the a p p l i c a t i o n and payment of fees 
pursuant to s u b d i v i s i o n (a) of Se c t i o n 12506 and approval of the bond 
pursuant to paragraph (1) of s u b d i v i s i o n (b) of Se c t i o n 12506, the 
commissioner s h a l l i n v e s t i g a t e and examine the f o l l o w i n g : 

(1) The background and experience.of the a p p l i c a n t and of the 
partners or members owning or c o n t r o l l i n g , d i r e c t l y or i n d i r e c t l y , 10 
percent or more of the outstanding i n t e r e s t s i f the a p p l i c a n t i s a 
pa r t n e r s h i p , a s s o c i a t i o n , or l i m i t e d l i a b i l i t y company. 

(2) The background and experience of the a p p l i c a n t and o f f i c e r s , 
d i r e c t o r s , and persons owning or c o n t r o l l i n g , d i r e c t l y or i n d i r e c t l y , 
10 percent or more of the outstanding e q u i t y s e c u r i t i e s or i n t e r e s t s 
i f the a p p l i c a n t i s a co r p o r a t i o n , t r u s t , or a s s o c i a t i o n , i n c l u d i n g 
an unincorporated o r g a n i z a t i o n . 

(b) I f the commissioner determines that the a p p l i c a n t has 
s a t i s f i e d the p r o v i s i o n s of t h i s d i v i s i o n and does not f i n d f a c t s 
c o n s t i t u t i n g reasons f o r d e n i a l as s p e c i f i e d i n Se c t i o n 12512, the 
commissioner s h a l l i ssue and d e l i v e r a l i c e n s e to the a p p l i c a n t to 
engage i n business i n accordance w i t h the p r o v i s i o n s of t h i s 
d i v i s i o n . 

12510. (a) An a p p l i c a n t f o r l i c e n s u r e s h a l l provide t o the 
commissioner, and the commissioner s h a l l submit to the Department of 
J u s t i c e , f i n g e r p r i n t images and r e l a t e d i n f o r m a t i o n r e q u i r e d by the 
Department of J u s t i c e of a l l a p p l i c a n t s f o r l i c e n s u r e f o r purposes of 
ob t a i n i n g i n f o r m a t i o n as to the existence and content of a record of 
s t a t e or f e d e r a l c o n v i c t i o n s and s t a t e or f e d e r a l a r r e s t s , and a l s o 
i n f o r m a t i o n as to the exis t e n c e and content of a record of s t a t e or 
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f e d e r a l a r r e s t s f o r which the Department of J u s t i c e e s t a b l i s h e s that 
the person i s free on b a i l or on h i s or her own recognizance pending 
t r i a l or appeal. 

(b) when rec e i v e d , the Department of J u s t i c e s h a l l forward to the 
Federal Bureau of I n v e s t i g a t i o n requests f o r f e d e r a l summary c r i m i n a l 
h i s t o r y i n f o r m a t i o n r e c e i v e d pursuant to t h i s s e c t i o n . The 
Department of J u s t i c e s h a l l review the i n f o r m a t i o n returned from the 
Federal Bureau of I n v e s t i g a t i o n and compile and disseminate a 
response to the Commissioner of Corporations. 

(c) The Department of J u s t i c e s h a l l provide s t a t e and f e d e r a l 
responses to the commissioner pursuant to paragraph (1) of 
s u b d i v i s i o n (p) of Se c t i o n 11105 of the Penal Code. 

(d) The commissioner may request from the Department of J u s t i c e 
subsequent a r r e s t n o t i f i c a t i o n s e r v i c e , as provided pursuant to 
Se c t i o n 11105.2 of the Penal Code, f o r a person de s c r i b e d i n 
s u b d i v i s i o n (a). 

(e) The Department of J u s t i c e s h a l l charge a fee to be p a i d by an 
a p p l i c a n t f o r l i c e n s u r e that i s s u f f i c i e n t to cover the cost of 
proce s s i n g the request described i n t h i s s e c t i o n . 

12511. An a p p l i c a n t or l i c e n s e d p r o v i d e r s h a l l n o t i f y the 
department i n w r i t i n g at l e a s t 10 days p r i o r to any change i n the 
inf o r m a t i o n s p e c i f i e d i n subparagraph (A) of paragraph (1) of 
s u b d i v i s i o n (b) of S e c t i o n 12506 or i n s u b d i v i s i o n (a), (b), or (c) 
of S e c t i o n 12508, or w i t h i n 14 days a f t e r any change i n the 
inf o r m a t i o n s p e c i f i e d i n s u b d i v i s i o n (d), (e), (g), (h), or (k) of 
Sec t i o n 12508, or any other i n f o r m a t i o n as required, by r u l e , by the 
commissioner. 

12512. (a) Except as otherwise provided i n s u b d i v i s i o n s (b) and 
(c), the commissioner s h a l l i ssue a c e r t i f i c a t e of l i c e n s u r e as a 
pr o v i d e r to a person that complies w i t h t h i s d i v i s i o n . 

(b) The commissioner may deny l i c e n s u r e f o r any of the f o l l o w i n g : 
(1) An a p p l i c a t i o n that contains any omission or f a l s e statement 

of m a t e r i a l f a c t or i s incomplete. 
(2) The a p p l i c a n t , an o f f i c e r , d i r e c t o r , general partner, member 

or person owning or c o n t r o l l i n g , d i r e c t l y or i n d i r e c t l y , 10 percent 
or more of the outstanding i n t e r e s t s or equ i t y s e c u r i t i e s , or a 
predecessor o r g a n i z a t i o n of the a p p l i c a n t , has been c o n v i c t e d of or 
pleaded nolo contendere to a crime; has i n c u r r e d a s i g n i f i c a n t c i v i l 
s ettlement; has s u f f e r e d a c i v i l judgment or any a d m i n i s t r a t i v e 
judgment by any p u b l i c agency i n v o l v i n g fraud, d e c e i t , dishonesty, or 
f i n a n c i a l misconduct, or has v i o l a t e d s t a t e or f e d e r a l s e c u r i t i e s or 
consumer p r o t e c t i o n laws, or any re g u l a t o r y scheme of the State of 
C a l i f o r n i a or another s t a t e ; or has been convicted of any other 
offense reasonably r e l a t e d to the q u a l i f i c a t i o n s , f u n c t i o n s , or 
d u t i e s of a person engaged i n the business i n accordance w i t h the 
p r o v i s i o n s of t h i s d i v i s i o n . 

(3) An a p p l i c a n t or any o f f i c e r , d i r e c t o r , general partner, member, 
or person owning or c o n t r o l l i n g , d i r e c t l y or i n d i r e c t l y , 10 percent 
or more of the outstanding i n t e r e s t s or equ i t y s e c u r i t i e s or has made 
any f a l s e statement or r e p r e s e n t a t i o n or m a t e r i a l omission t o the 
commissioner. 

(̂ ) An a p p l i c a n t i s or becomes i n s o l v e n t . 
(5) An a p p l i c a n t refuses to reasonably comply w i t h an 

i n v e s t i g a t i o n or examination of the debt settlement s e r v i c e p r o v i d e r 
by the commissioner. 

(6) An a p p l i c a n t has improperly withheld, misappropriated, or 
converted funds r e c e i v e d i n the course of doing business. 

(7) An a p p l i c a n t has used fraudulent, c o e r c i v e , deceptive, 
i l l e g a l , or dishonest p r a c t i c e s , or demonstrated incompetence 
regarding debt settlement s e r v i c e s , or f i n a n c i a l i r r e s p o n s i b i l i t y i n 
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t h i s s t a t e or elsewhere. 
(8) An a p p l i c a n t has shown to have engaged i n a p a t t e r n of f a i l i n g 

t o perform s e r v i c e s promised. 
(9) An a p p l i c a n t or any o f f i c e r , d i r e c t o r , or general partner, 

member or person owning or c o n t r o l l i n g , d i r e c t l y or i n d i r e c t l y , 10 
percent or more of the outstanding i n t e r e s t s or equ i t y s e c u r i t i e s of 
the a p p l i c a n t has v i o l a t e d any p r o v i s i o n of t h i s d i v i s i o n or the 
r u l e s or any order thereunder or any s i m i l a r r e g u l a t o r y scheme of the 
State of C a l i f o r n i a or a f o r e i g n j u r i s d i c t i o n . 

(10) For good cause shown. 
(c) The commissioner s h a l l deny l i c e n s u r e i f the a p p l i c a t i o n i s 

not accompanied by the fee e s t a b l i s h e d by the commissioner. 
(d) The a p p l i c a t i o n s h a l l be considered withdrawn w i t h i n the 

meaning of t h i s s e c t i o n i f the a p p l i c a n t f a i l s to respond t o a 
w r i t t e n n o t i f i c a t i o n of a d e f i c i e n c y i n the a p p l i c a t i o n w i t h i n 90 
days of the date of the n o t i f i c a t i o n . 

12513. (a) The commissioner s h a l l approve or deny an i n i t i a l 
l i c e n s e as a pr o v i d e r w i t h i n 60 days a f t e r the r e c e i p t of a complete 
a p p l i c a t i o n , the r e c e i p t of c r i m i n a l h i s t o r y background i n f o r m a t i o n 
from the Department of J u s t i c e , and the payment of re q u i r e d fees, 
w i t h i n 30 calendar days a f t e r denying an a p p l i c a t i o n , the 
commissioner, i n a record, s h a l l inform the a p p l i c a n t of the reasons 
f o r the d e n i a l . 

(b) I f the commissioner denies an a p p l i c a t i o n f o r l i c e n s u r e as a 
pr o v i d e r or does not act on an a p p l i c a t i o n w i t h i n the time p r e s c r i b e d 
i n s u b d i v i s i o n (a), the a p p l i c a n t may appeal and request a hearing 
pursuant to the C a l i f o r n i a A d m i n i s t r a t i v e Procedure Act (Chapter 4.5 
(commencing w i t h S e c t i o n 11400) of D i v i s i o n 3 of T i t l e 2 of the 
Government Code). 

12514. (a) A pr o v i d e r s h a l l o b t a i n a renewal of i t s l i c e n s e 
b i e n n i a l l y . 

(b) Ah a p p l i c a t i o n f o r renewal of l i c e n s u r e as a pr o v i d e r s h a l l be 
i n a form p r e s c r i b e d by the commissioner and be f i l e d no fewer than 
30 days and no more than 60 days before the l i c e n s e e x p i r e s . 

(c) A p p l i c a t i o n f o r renewal s h a l l be accompanied by the fee 
e s t a b l i s h e d by the commissioner i n an amount reasonably necessary f o r 
the a d m i n i s t r a t i o n of t h i s d i v i s i o n . The commissioner may, i f 
necessary, a l s o i n c l u d e a surcharge to the l i c e n s u r e renewal fee that 
s h a l l be determined by the amount of the d e f i c i t , i f any, f o r 
reasonable expenses and costs i n c u r r e d greater than the revenue 
c o l l e c t e d , i n the a d m i n i s t r a t i o n of t h i s d i v i s i o n i n the year 
immediately preceding the renewal year. The surcharge s h a l l be 
charged to p r o v i d e r s on a pro r a t a share based on the number of 
C a l i f o r n i a r e s i d e n t s e n r o l l e d i n the pr o v i d e r ' s debt settlement 
s e r v i c e s program. 

(d) The commissioner, by r u l e , may re q u i r e a pr o v i d e r t o submit 
s p e c i f i c business i n f o r m a t i o n with the annual renewal a p p l i c a t i o n . 

12515. A l i c e n s e i s not t r a n s f e r a b l e or assi g n a b l e . 
12516. No l i c e n s e e s h a l l provide debt settlement s e r v i c e s under 

any other name or through an Internet Web s i t e address other than 
those named i n the l i c e n s e or except pursuant to a c u r r e n t l y 
e f f e c t i v e w r i t t e n order of the commissioner a u t h o r i z i n g the other 
name or i n t e r n e t Web s i t e address. 

12517. A person or e n t i t y l i c e n s e d as a pr o v i d e r under t h i s 
d i v i s i o n s h a l l be exempt from the requirements of D i v i s i o n 3 
(commencing w i t h S e c t i o n 12000), except to the extent the person i s 
performing s e r v i c e s and a c t i v i t i e s governed by Se c t i o n 12000 that do 
not c o n s t i t u t e p r o v i d i n g debt settlement s e r v i c e s . 

12518. In any proceeding under t h i s d i v i s i o n , the burden of 
proving an exemption or exception i s upon the person c l a i m i n g i t . 
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A r t i c l e 2. Commissioner Oversight 

12520. (a) Each l i c e n s e e s h a l l keep and use books, accounts, and 
records i n accordance w i t h g e n e r a l l y accepted accounting p r a c t i c e s 
and good business p r a c t i c e that w i l l enable the commissioner t o 
determine i f the l i c e n s e e i s complying w i t h the p r o v i s i o n s of t h i s 
d i v i s i o n and wi t h the r u l e s and r e g u l a t i o n s promulgated by the 
commissioner. Each l i c e n s e e s h a l l maintain any other records as 
re q u i r e d by the commissioner. 

(b) The commissioner may act on h i s or her own i n i t i a t i v e or i n 
response to complaints and may r e c e i v e complaints, take a c t i o n to 
ob t a i n v o l u n t a r y compliance w i t h t h i s d i v i s i o n , r e f e r cases t o the 
Attorney General, or any other law enforcement agency, and seek or 
provide remedies as provided i n t h i s d i v i s i o n . 

(c) For the purpose of d i s c o v e r i n g v i o l a t i o n s of t h i s d i v i s i o n or 
sec u r i n g i n f o r m a t i o n r e q u i r e d by the commissioner i n the 
a d m i n i s t r a t i o n and enforcement of t h i s d i v i s i o n , the commissioner may 
i n v e s t i g a t e and examine at any time, but not l e s s than once every 
two years, i n t h i s s t a t e or elsewhere, by subpoena or otherwise, the 
a c t i v i t i e s , books, accounts, and records of a person that provides or 
o f f e r s to provide debt settlement s e r v i c e s , or a person to which a 
pr o v i d e r has delegated i t s o b l i g a t i o n s under an agreement or under 
t h i s d i v i s i o n , to determine compliance w i t h t h i s d i v i s i o n . For the 
purpose of examination, the commissioner and the commissioner's 
r e p r e s e n t a t i v e s s h a l l have free access to the o f f i c e s and places of 
business, books, accounts, papers, records, and f i l e s of a l l these 
persons. Information that i d e n t i f i e s i n d i v i d u a l s who have agreements 
w i t h the p r o v i d e r s h a l l not be d i s c l o s e d to the p u b l i c . In connection 
w i t h the i n v e s t i g a t i o n , the commissioner may re q u i r e or permit a 
person to f i l e a statement under oath as to a l l the f a c t s and 
circumstances of a matter t o be i n v e s t i g a t e d . 

(d) For the purpose of any i n v e s t i g a t i o n or proceeding under t h i s 
law, the commissioner or any o f f i c e r designated by him or her may 
administer oaths and a f f i r m a t i o n s , subpoena witnesses, compel t h e i r 
attendance, take evidence, and r e q u i r e the production of any books, 
papers, correspondence, memoranda, agreements, or other documents or 
records which the commissioner deems rele v a n t or m a t e r i a l to the 
i n q u i r y , i f the books, records, and supporting data are l o c a t e d out 
of t h i s s t a t e they s h a l l be made a v a i l a b l e f o r examination by the 
commissioner i n t h i s s t a t e w i t h i n 10 days a f t e r a w r i t t e n demand. 
This s e c t i o n does not l i m i t or c o n d i t i o n the requirement i n 
s u b d i v i s i o n (c) that a l i c e n s e e provide the commissioner with f r e e 
access t o the l i c e n s e e ' s o f f i c e s , places of business, and records at 
any reasonable time. 

(e) A p r o v i d e r s h a l l maintain a l l records f o r a minimum of f i v e 
years, and s h a l l enable the commissioner to review the recordkeeping 
and r e c o n c i l e each i n d i v i d u a l debt settlement t r a n s a c t i o n w i t h 
documentation maintained i n the i n d i v i d u a l ' s debt settlement f i l e 
records. With respect 

to i n d i v i d u a l consumer records, t h i s f i v e - y e a r p e r i o d s h a l l begin 
from the l a t e r of the e x p i r a t i o n of the i n d i v i d u a l debt settlement 
s e r v i c e s , the completion of the i n d i v i d u a l debt settlement program, 
or the date of te r m i n a t i o n of the agreement. F a i l u r e to keep the 
records f o r f i v e years f o l l o w i n g the l a s t entry s h a l l permit the 
commissioner t o assess and c o l l e c t a penalty of up to ten thousand 
d o l l a r s ($10,000) f o r each year that the records are not kept. 

(f) The commissioner may enter i n t o cooperative arrangements with 
any other f e d e r a l or s t a t e agency having a u t h o r i t y over p r o v i d e r s and 
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may ejcchange w i t h any of those agencies i n f o r m a t i o n about a 
pr o v i d e r , i n c l u d i n g i n f o r m a t i o n obtained during an examination of the 
pr o v i d e r . 

12521. (a) On or before March 15 of each year, beginning March 
2013, each l i c e n s e e s h a l l f i l e an annual report w i t h the commissioner 
pursuant to procedures that the commissioner s h a l l e s t a b l i s h by 
r u l e . The l i c e n s e e s h a l l submit w i t h the annual report a d e c l a r a t i o n 
that conforms to Se c t i o n 2015.5 of the Code of C i v i l Procedure, i s 
executed by an o f f i c i a l a u t h o r i z e d by the l i c e n s e e , and that s t a t e s 
that the l i c e n s e e complies with t h i s s e c t i o n . An annual report s h a l l 
be prepared by the commissioner and made a v a i l a b l e t o the p u b l i c . 
Each l i c e n s e e ' s annual report s h a l l i n c l u d e the f o l l o w i n g i n f o r m a t i o n 
f o r the previous calendar year, except where i n d i c a t e d . Where data 
must be reported by year of enrollment, the l i c e n s e e s h a l l report as 
to the previous f i v e years: 

(1) The t o t a l amount of debt as of December 31, f o r a l l C a l i f o r n i a 
r e s i d e n t s f o r whom a l i c e n s e e i s p r o v i d i n g debt settlement s e r v i c e s , 
broken down by year of enrollment. 

(2) The t o t a l p r i n c i p a l amount of debt of a l l C a l i f o r n i a r e s i d e n t s 
f o r whom a l i c e n s e e i s p r o v i d i n g debt settlement s e r v i c e s as of 
December 31, broken down by year of enrollment. 

(3) The t o t a l number of C a l i f o r n i a r e s i d e n t s that entered i n t o 
agreements by year of enrollment. 

(4) The t o t a l number of C a l i f o r n i a r e s i d e n t s with outstanding debt 
settlement s e r v i c e agreements i n C a l i f o r n i a . 

(5) The t o t a l number of C a l i f o r n i a r e s i d e n t s who terminated, 
withdrew, abandoned, or were terminated from an agreement by year of 
enrollment. 

(6) With respect to C a l i f o r n i a r e s i d e n t s who completed a program 
i n the previous year by s e t t l i n g 100 percent of t h e i r p r i n c i p a l 
amount of debt, the f o l l o w i n g f i g u r e s broken down by year of 
enrollment: 

(A) The t o t a l number of C a l i f o r n i a r e s i d e n t s f a l l i n g i n t o t h i s 
category. 

(B) The t o t a l p r i n c i p a l amount of debt. 
(C) The t o t a l d o l l a r amount of debt that was s e t t l e d as measured 

by the amounts outstanding at the time of settlement. 
(D) The t o t a l d o l l a r amounts p a i d to c r e d i t o r s to s e t t l e the 

s e t t l e d debts. 
(E) The median, mean, lowest, and highest percentage of the 

savings from the p r i n c i p a l amount, as c a l c u l a t e d by consumer and not 
by debt. 

(F) The t o t a l , median, mean, lowest, and highest fees p a i d by 
these consumers to the p r o v i d e r . 

(7) The t o t a l number of debts s e t t l e d by the p r o v i d e r . 
(8) The t o t a l d o l l a r amount of debts s e t t l e d by the pr o v i d e r , as 

f o l l o w s : 
(A) The t o t a l p r i n c i p a l amount of debt as to the s e t t l e d debts. 
(B) The t o t a l d o l l a r amount of debt that was s e t t l e d , measured by 

the amounts outstanding at the time of settlement. 
(C) The t o t a l d o l l a r amounts p a i d t o c r e d i t o r s to s e t t l e the 

s e t t l e d debts. 
(9) With respect to C a l i f o r n i a r e s i d e n t s who c a n c e l l e d , became 

i n a c t i v e , or terminated the program during the r e p o r t i n g p e r i o d , the 
f o l l o w i n g f i g u r e s broken down by year of enrollment: 

(A) The t o t a l number of C a l i f o r n i a r e s i d e n t s f a l l i n g i n t o t h i s 
category. 

(E) The t o t a l number who d i d not have any of t h e i r debt s e t t l e d . 
(C) The t o t a l number who had l e s s than 75 percent of t h e i r debt 

s e t t l e d , w i t h the 75 percent f i g u r e measured by c a l c u l a t i n g the 
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percentage of the p r i n c i p a l amount of debt s e t t l e d as compared to the 
t o t a l p r i n c i p a l amount of debt e n r o l l e d i n the program. 

(D) The t o t a l number who had 25 percent or l e s s of t h e i r debt 
s e t t l e d , w i t h the 25 percent f i g u r e measured by c a l c u l a t i n g the 
percentage of the p r i n c i p a l amount of debt s e t t l e d as compared t o the 
t o t a l p r i n c i p a l amount of debt e n r o l l e d i n the program. 

(E) The t o t a l p r i n c i p a l amount of debt. 
(F) The t o t a l d o l l a r amount of debt that was s e t t l e d , measured by 

the p r i n c i p a l amount of debt. 
(G) The t o t a l d o l l a r amounts p a i d to c r e d i t o r s to s e t t l e the 

s e t t l e d debts. 
(H) The t o t a l , median, mean, lowest, and highest fees p a i d by 

these consumers to the p r o v i d e r . 
(10) The t o t a l amount of fees c o l l e c t e d from C a l i f o r n i a r e s i d e n t s . 

(11) The average a c c r e t i o n r a t e of debt that has been s e t t l e d , as 
of the date of settlement. 

(12) The average a c c r e t i o n r a t e of debt that has not been s e t t l e d , 
as of December 31, broken down by year of enrollment. 

(13) The number of i n d i v i d u a l s acquired from l e a d generators and 
the i d e n t i t y of each of the lead generators. For the purposes of t h i s 
s e c t i o n , a "lead generator" i s de f i n e d as a person that meets any of 
the f o l l o w i n g : 

(A) S o l i c i t s i n d i v i d u a l s to rec e i v e i n f o r m a t i o n or r e f e r r a l s on 
how to reduce or e l i m i n a t e the i n d i v i d u a l ' s debt through telephone, 
t e l e v i s i o n , m a i l , in-person, or e l e c t r o n i c Web site - b a s e d 
s o l i c i t a t i o n , or any other means. 

(B) Acts as an intermediary or r e f e r r a l agent between an 
i n d i v i d u a l and a pr o v i d e r . 

(C) Obtains an i n d i v i d u a l ' s p e r s o n a l l y i d e n t i f i a b l e i n f o r m a t i o n 
f o r the purpose of t r a n s m i t t i n g a l l or part of that i n f o r m a t i o n to a 
pr o v i d e r . 

(b) I f a pr o v i d e r f a i l s to do any of the f o l l o w i n g , the pr o v i d e r 
s h a l l f o r f e i t t o the people of the s t a t e a sum of up to one hundred 
d o l l a r s ($100) f o r every day up to the 10th day: (1) to make any 
report r e q u i r e d by law or by the commissioner w i t h i n 10 days from the 
day designated f o r the making of the report, or w i t h i n any extension 
of time granted by the commissioner, or (2) f a i l s to in c l u d e t h e r e i n 
any matter r e q u i r e d by law or by the commissioner. Thereafter, any 
f a i l u r e s h a l l c o n s t i t u t e grounds f o r the suspension or re v o c a t i o n of 
the l i c e n s e h e l d by the debt settlement s e r v i c e p r o v i d e r . 

12522. The commissioner may, from time to time, make, amend, and 
r e s c i n d r u l e s , r e g u l a t i o n s , forms, f i n d i n g s , and orders as may be 
reasonable or necessary t o c a r r y out the purposes and p r o v i s i o n s of 
t h i s d i v i s i o n , or f o r the enforcement of t h i s d i v i s i o n . 

CHAPTER 4. REGULATIONS 

A r t i c l e 1. Pre-Agreement Requirements and D i s c l o s u r e s 

12525. A person may not provide, or o f f e r or attempt to provide, 
debt settlement s e r v i c e s i n t h i s s t a t e except as provided i n t h i s 
d i v i s i o n . 

12526. (a) (1) P r i o r to en t e r i n g i n t o a w r i t t e n c o n t r a c t w i t h a 
consumer, a debt settlement p r o v i d e r s h a l l prepare and provide a l l of 
the f o l l o w i n g to the consumer i n w r i t i n g and r e t a i n a copy: 

(A) An i n d i v i d u a l i z e d f i n a n c i a l a n a l y s i s , i n c l u d i n g the i n d i v i d u a l 
s income, expenses, and debts. 
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(B) A statement c o n t a i n i n g a good f a i t h estimate of the len g t h of 
time i t w i l l take to complete the debt settlement program, the t o t a l 
amount of debt owed to each c r e d i t o r i n cluded i n the debt settlement 
program, the t o t a l savings estimated to be necessary to complete the 
debt settlement program, and the monthly targeted savings amount 
estimated to be necessary to complete the debt settlement program. 

(2) A debt settlement p r o v i d e r s h a l l not enter i n t o a w r i t t e n 
c o n t r a c t w i t h a consumer unless i t makes w r i t t e n determinations, 
supported by the f i n a n c i a l a n a l y s i s , and r e t a i n e d i n the f i l e w i t h a 
copy provided to the consumer, that i n d i c a t e s a l l of the f o l l o w i n g : 

(A) The consumer can reasonably meet the requirements of the 
proposed debt settlement program, i n c l u d i n g the fees and the p e r i o d i c 
savings amounts set: f o r t h i n the savings goals. 

(B) The debt settlement program i s s u i t a b l e f o r the consumer at 
the timet the con t r a c t i s to be signed. 

(C) The consumer i s reasonably expected to r e c e i v e a t a n g i b l e net 
b e n e f i t from the program. 

(3) A pr o v i d e r s h a l l consider a l l of the f o l l o w i n g i n making the 
determinations r e q u i r e d by paragraph (2), and s h a l l adopt reasonable 
procedures d e s c r i b i n g i t s process f o r making the determinations: 

(A) Whether the consumer's monthly income exceeds b a s i c l i v i n g 
expenses and f i x e d o b l i g a t i o n s by an amount that permits the consumer 
to meet the savings goals of the program. 

(B) Whether each of the consumer's c r e d i t o r s are l i k e l y or 
u n l i k e l y to agree t o the settlement of the consumer's debts. 

(C) Whether the consumer's c r e d i t score i s l i k e l y to be harmed by 
the requirements of the debt settlement program. 

(D) Whether the consumer i s current or delinquent on each of the 
debts. 

(E) Whether the consumer has other debt payment or debt concession 
options that are more appropriate than a debt settlement program 
given the consumer's f i n a n c i a l s i t u a t i o n . 

(F) Whether the consumer i s a candidate f o r bankruptcy. 
(G) Any other c o n s i d e r a t i o n r e q u i r e d by r u l e of the commissioner. 
(4) The procedures adopted under paragraph (3) s h a l l s a t i s f y a l l 

of the f o l l o w i n g : 
(A) Ensure that persons o f f e r i n g or p r o v i d i n g debt settlement 

s e r v i c e s are f a m i l i a r w i t h the determinations r e q u i r e d to be made 
under paragraph (2). 

(B) Ensure that persons o f f e r i n g or p r o v i d i n g debt settlement 
s e r v i c e s o b t a i n the i n f o r m a t i o n r e q u i r e d to make the determinations 
r e q u i r e d by paragraph (2) . 

(C) Ensure that persons o f f e r i n g or p r o v i d i n g debt settlement 
s e r v i c e s comply w i t h the l i m i t a t i o n s imposed by the determinations 
r e q u i r e d by paragraph (2) . 

(b) The r e s p o n s i b i l i t y f o r ensuring that debt settlement programs 
are l i m i t e d to persons meeting the q u a l i f i c a t i o n standards a p p l i c a b l e 
to the program i s upon the p r o v i d e r and i t s agents. 

(c) The commissioner may p r e s c r i b e by r u l e q u a l i f i c a t i o n standards 
f o r consumers i n a debt settlement program. 

12527. (a) A p r o v i d e r s h a l l provide to the consumer, and r e t a i n a 
copy, of the f o l l o w i n g documentation i n not l e s s than 12-point type: 

(1) A d e s c r i p t i o n of the s e r v i c e s to be provided by the debt 
settlement p r o v i d e r , i n c l u d i n g a good f a i t h estimate of the length of 
time necessary t o complete the program as represented by the 
pr o v i d e r , and a statement of the monthly savings goals f o r the 
consumer necessary to complete the program under that t i m e l i n e . 

(2) A statement of the t o t a l amount of debt owed to each c r e d i t o r 
i n c l u d e d i n the program, and a good f a i t h estimate of the time by 
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which the debt settlement s e r v i c e p r o v i d e r w i l l make a bona f i d e 
settlement o f f e r to each c r e d i t o r . 

(3) A good f a i t h estimate of the t o t a l amount of a l l fees and 
compensation, not to exceed the amounts s p e c i f i e d i n S e c t i o n 12538, 
to be c o l l e c t e d by the debt settlement p r o v i d e r from the consumer f o r 
the p r o v i s i o n of debt settlement s e r v i c e contemplated. This s h a l l 
i n c l u d e an i t e m i z e d l i s t of fees and the approximate dates or 
circumstances under which each fee w i l l become due, 

(b) Before the consumer signs a c o n t r a c t , the debt settlement 
p r o v i d e r s h a l l provide an o r a l and w r i t t e n n o t i c e to the consumer 
that c l e a r l y and conspicuously d i s c l o s e s a l l of the f o l l o w i n g : 

(1) The debt settlement p r o v i d e r does not send any money to the 
consumer's c r e d i t o r s , unless there i s a settlement. The consumer's 
debts can grow bigger before any settlement. 

(2) Debt settlement s e r v i c e s are not s u i t a b l e f o r a l l consumers. 
(3) To the extent that any aspect of the debt settlement s e r v i c e 

r e l i e s upon or r e s u l t s i n the consumer's f a i l u r e to make t i m e l y 
payments to c r e d i t o r s or debt c o l l e c t o r s , that the use of the debt 
settlement s e r v i c e w i l l l i k e l y adversely a f f e c t the consumer's 
c r e d i t w o r t h i n e s s , may r e s u l t i n the consumer being subject to 
c o l l e c t i o n s or sued by c r e d i t o r s or debt c o l l e c t o r s , and may increase 
the amount of money the consumer owes due to the a c c r u a l of fees and 
i n t e r e s t . 

(4) Not a l l c r e d i t o r s w i l l accept a r e d u c t i o n i n the balance, 
i n t e r e s t r a t e , or fees a consumer owes. 

(5) The consumer may i n q u i r e about other means of d e a l i n g w i t h 
debt, i n c l u d i n g , but not l i m i t e d t o , n o n p r o f i t c r e d i t counseling and 
bankruptcy. 

{6} The consumer remains l e g a l l y o b l i g a t e d to make p e r i o d i c or 
scheduled payments to c r e d i t o r s while p a r t i c i p a t i n g i n a debt 
settlement plan, and that the debt settlement p r o v i d e r w i l l not make 
any p e r i o d i c or scheduled payments to c r e d i t o r s on behalf of the 
consumer. 

(7) The amount of time necessary to complete the program as 
represented by the p r o v i d e r . 

(8) The amount of money or the percentage of debt the consumer 
must accumulate before a settlement o f f e r w i l l be made to each of the 
consumer's c r e d i t o r s . 

(c) The consumer s h a l l s i g n and date an acknowledgment form 
e n t i t l e d "Consumer Notice and Rights Form" that s t a t e s : " I , the 
debtor, have r e c e i v e d from the debt settlement p r o v i d e r a copy of the 
form e n t i t l e d 'Consumer Notice and Rights Form'." The debt 
settlement p r o v i d e r or i t s r e p r e s e n t a t i v e s h a l l a l s o s i g n and date 
the acknowledgment form, which i n c l u d e s the name and address of the 
debt settlement s e r v i c e s p r o v i d e r . The acknowledgment form s h a l l be 
i n d u p l i c a t e and incor p o r a t e d i n t o the "Consumer Notice and Rights 
Form". The o r i g i n a l acknowledgment form s h a l l be r e t a i n e d by the debt 
settlement p r o v i d e r , and the d u p l i c a t e copy s h a l l be r e t a i n e d w i t h i n 
the form by the consumer. 

(d) The requirements of t h i s s e c t i o n are s a t i s f i e d i f the debt 
settlement p r o v i d e r provides the f o l l o w i n g warning verbatim, both 
o r a l l y and i n w r i t i n g , w i t h the c a p t i o n "CONSUMER NOTICE AND RIGHTS 
FORM" i n at l e a s t 20-point font and the remaining p o r t i o n i n at l e a s t 
12-point font w i t h the emphases i n d i c a t e d , to a consumer before the 
consumer signs a contract f o r the debt settlement p r o v i d e r ' s 
s e r v i c e s : 
""CONSUMER NOTICE AND RIGHTS FORM CAUTION 
We CANNOT GUARANTEE that you s u c c e s s f u l l y w i l l 
reduce or e l i m i n a t e your debt. 
I f you stop paying your c r e d i t o r s , there i s a 
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strong l i k e l i h o o d some or a l l ,of the f o l l o w i n g 
may happen: 

CREDITOR 
S MAY 
STILL 
CONTACT 
YOU AND 
TRY TO 
COLLECT. 
CREDITOR 
S MAY 
STILL 
SUE YOU 
FOR THE 
MONEY 
YOU OWE. 
YOUR 
WAGES 
OR BANK 
ACCOUNT 
MAY 
STILL 
BE 
GARNISHE 
D. 
YOUR 
CREDIT 
RATING 
AND 
CREDIT 
SCORE 
LIKELY 
WILL BE 
HARMED. 
NOT ALL 
CREDITOR 
S WILL 
AGREE 
TO 
ACCEPT 
A 
BALANCE 
REDUCTIO 
N. 
YOU 
SHOULD 
CONSIDER 
ALL 
YOUR 
OPTIONS 
FOR 
ADDRESSI 
NG YOtJR 
DEBT, 
SUCH AS 
CREDIT 
COUNSELI 
NG AND 
BANKRUPT 
CY 

http;//www.leginfo.ca.gov/pub/ll-12/bill/sen/sb_0701-0750/sb_708_bill_20110218_introd... 1/31/2012 



SB 708 Senate Bill - INTRODUCED Page 15 of22 

F I L I N G . 
THE 
AMOUNT 
OF 
MONEY 
YOU OWE 
MAY 
INCREASE 
DUE TO 
CREDITOR 
IMPOSITI 
ON OF 
INTEREST 
CHARGES, 
LATE 
FEES, 
AND 
OTHER 
PENALTY 
FEES . 
WE DO 
NOT 
SEND 
PAYMENT 
TO YOUR 
CREDITOR 
S 
UNLESS 
THERE 
IS 
SETTLEME 
NT. 
EVEN IF 
WE 
DO 
SETTLE 
YOUR 
DEBT, 
YOU MAY 
STILL 
BE 
REQUIRED 
TO PAY 
TAXES 
ON THE 
AMOUNT 
FORGIVEN 

YOUR RIGHT TO CANCEL 
I f you s i g n a con t r a c t w i t h a Debt Settlement 
P r o v i d e r , you have the r i g h t to cancel at any 
time and r e c e i v e a f u l l refund of a l l unearned 
fees you have p a i d to the pr o v i d e r and a l l funds 
pl a c e d i n your settlement fund that have not 
been p a i d to any c r e d i t o r s . 
IF YOU ARE DISSATISFIED OR YOU HAVE QUESTIONS 
I f you t h i n k you have been defrauded by a debt 
settlement p r o v i d e r or have any questions, 
please b r i n g i t to the a t t e n t i o n of the 
C a l i f o r n i a Attorney General's O f f i c e or the 
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Department of Corporations. 
Attorney General 
C a l l t o l l - f r e e : (800) 952-5225 
Online Complaints: 
http://ag.ca.gov/contact/complaint_form.php?cmplt 
=CL 
Contact by m a i l : P u b l i c I n q u i r y Unit O f f i c e of 
the Attorney General P.O. Box 944255 Sacramento, 
CA 94244-2550 
Department of Corporations 
C a l l t o l l - f r e e : 1-866-ASK-CORP (1-866-275-2677) 
Online Complaints: 
http//www.corp.ca.gov/about/complaint.asp 
Contact by m a i l : 
Department of Corporations 
Consumer Services O f f i c e 
1515 K S t r e e t , S u i t e 200 
Sacramento, CA 95814 

A r t i c l e 2. Debt Settlement Agreements 

12530. (a) A debt settlement p r o v i d e r s h a l l not provide debt 
settlement s e r v i c e to a consumer without a w r i t t e n c o n t r a c t signed 
and dated by both the consumer and the debt settlement p r o v i d e r . 

(b) Any con t r a c t f o r the p r o v i s i o n of debt settlement s e r v i c e 
entered i n t o i n v i o l a t i o n of the p r o v i s i o n s of t h i s s e c t i o n i s v o i d . 

(c) A debt settlement s e r v i c e s agreement between a debt settlement 
p r o v i d e r and a consumer f o r the p r o v i s i o n of debt settlement 
s e r v i c e s s h a l l s a t i s f y a l l of the f o l l o w i n g requirements: 

(1) Include the f o l l o w i n g i n f o r m a t i o n i n at l e a s t 12-point type: 
(A) The name, address, and telephone number of the consumer. 
(B) The name, address, C a l i f o r n i a l i c e n s e number, and telephone 

number of the debt settlement s e r v i c e s p r o v i d e r , and i f t h i s does not 
in c l u d e a s t r e e t address i n C a l i f o r n i a , the name and address of i t s 
C a l i f o r n i a agent f o r s e r v i c e of process. 

(C) The f o l l o w i n g i n f o r m a t i o n on the f i r s t page of the co n t r a c t : 
{i) A complete l i s t of the consumer's accounts, debts, and 

o b l i g a t i o n s to be in c l u d e d i n the p r o v i s i o n of debt settlement 
s e r v i c e , i n c l u d i n g the name of each c r e d i t o r and p r i n c i p a l amount of 
each debt. 

( i i ) A statement of how the fees w i l l be c a l c u l a t e d , and a good 
f a i t h estimate of the t o t a l amount of a l l fees and compensation, not 
to exceed the amounts s p e c i f i e d i n S e c t i o n 12538, to be c o l l e c t e d by 
the debt settlement p r o v i d e r from the consumer f o r the p r o v i s i o n of 
debt settlement s e r v i c e contemplated by the c o n t r a c t . This s h a l l 
i n c l u d e an i t e m i z e d l i s t of fees and the approximate dates and 
circumstances under which each fee w i l l become due. 

(D) A d e s c r i p t i o n of the s e r v i c e s to be provided by the debt 
settlement p r o v i d e r , i n c l u d i n g the amount of time necessary t o 
achieve the represented r e s u l t s , and the time by which the debt 
settlement s e r v i c e p r o v i d e r w i l l make a bona f i d e settlement o f f e r to 
each c r e d i t o r . 

(E) A statement of the proposed savings goals f o r the consumer, 
s t a t i n g the amount to be saved per month or other p e r i o d , the time 
p e r i o d over which the savings goal extends, and the t o t a l amount of 
the savings expected to be p a i d by the consumer pursuant to the terms 
of the co n t r a c t . 
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(F) The amount of money or the percentage of each outstanding debt 
that the customer must accumulate before the debt settlement s e r v i c e 
p r o v i d e r w i l l make a bona f i d e settlement o f f e r to each of them. 

(G) I f the debt settlement p r o v i d e r requests or r e q u i r e s the 
customer t o place funds i n an account at an insured f i n a n c i a l 
i n s t i t u t i o n , a statement that the consumer owns the funds held i n the 
account, the customer may withdraw from the debt settlement s e r v i c e 
at any time without penalty, and that i f the consumer withdraws, the 
consumer must re c e i v e a l l funds i n the account, other than funds 
earned by the debt settlement s e r v i c e i n compliance with A r t i c l e 4 
(commencing w i t h S e c t i o n 12538). 

(H) The d i s c l o s u r e s r e q u i r e d by Sectio n 12527. , 
(2) Be d e l i v e r e d to the consumer at the time of formation of the 

agreement. For puirposes of t h i s paragraph, d e l i v e r y of an e l e c t r o n i c 
record occurs when i t i s r e c e i v e d by the i n d i v i d u a l i n a format i n 
which the i n d i v i d u a l may r e t r i e v e , save, and p r i n t . 

(d) A debt settlement s e r v i c e s agreement under t h i s d i v i s i o n s h a l l 
not do any of the f o l l o w i n g : 

(I) Provide f o t a p p l i c a t i o n of the law of any j u r i s d i c t i o n other 
than C a l i f o r n i a . 

(2) Contain a p r o v i s i o n that modifies or l i m i t s otherwise 
a v a i l a b l e forums or procedural r i g h t s , i n c l u d i n g the r i g h t to t r i a l 
by j u r y , that are g e n e r a l l y a v a i l a b l e to the i n d i v i d u a l under law 
other than as provided i n t h i s d i v i s i o n . 

(3) Contain a p r o v i s i o n that r e s t r i c t s the i n d i v i d u a l ' s r i g h t s or 
remedies or the p r o v i d e r ' s o b l i g a t i o n s under t h i s d i v i s i o n or under 
another a p p l i c a b l e law. 

(4) Contain a p r o v i s i o n that does any of the f o l l o w i n g : 
(A) L i m i t s or rel e a s e s the l i a b i l i t y of any person f o r not 

performing the agreement or f o r v i o l a t i n g t h i s d i v i s i o n . 
(B) Indemnifies any person f o r l i a b i l i t y a r i s i n g under the 

agreement or t h i s d i v i s i o n . 
(C) Requires the consumer to be res p o n s i b l e f o r payment of any 

attorney's fees of the p r o v i d e r . 
(5) Contain a hol d harmless clause. 
(6) Contain a confession of judgment clause. 
(7) Contain assignment of or order f o r payment of wages or other 

compensation f o r s e r v i c e s . 
(8) Contain an a c c e l e r a t i o n p r o v i s i o n . 
(9) Contain an unconscionable term or p r o v i s i o n . 
(e) I f a p r o v i d e r communicates w i t h a consumer p r i m a r i l y i n a 

language other than E n g l i s h , the p r o v i d e r s h a l l f u r n i s h a t r a n s l a t i o n 
of the d i s c l o s u r e s and documents r e q u i r e d by t h i s d i v i s i o n i n that 
language. 

(f) A l l r i g h t s and o b l i g a t i o n s s p e c i f i e d i n s u b d i v i s i o n (b) e x i s t 
even i f not provided i n the agreement. A p r o v i s i o n i n an agreement 
that v i o l a t e s • s u b d i v i s i o n (b) or (c) i s v o i d . 

A r t i c l e 3. General P r o v i s i o n s 

12533. (a) A consumer has the r i g h t to cancel a debt settlement 
s e r v i c e s agreement at any time by g i v i n g the p r o v i d e r o r a l , w r i t t e n , 
or e l e c t r o n i c n o t i c e . C a n c e l l a t i o n of the agreement becomes e f f e c t i v e 
immediately upon r e c e i p t by the p r o v i d e r , at which time a l l powers 
of at t o r n e y and a l l d i r e c t d e b i t a u t h o r i z a t i o n s granted by the 
i n d i v i d u a l to the p r o v i d e r are revoked and i n e f f e c t i v e . No fees may 
be charged to cancel and no fees may be charged a f t e r c a n c e l l a t i o n , 
but a debt settlement p r o v i d e r may c o l l e c t a settlement fee that was 
earned p r i o r to c a n c e l l a t i o n of the agreement. 
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{b} Upon the c a n c e l l a t i o n of an agreement under t h i s s e c t i o n , the 
debt settlement p r o v i d e r s h a l l provide t i m e l y n o t i c e of the 
c a n c e l l a t i o n of the agreement to each of the c r e d i t o r s w i t h whom the 
debt settlement p r o v i d e r has had any p r i o r communication on behalf of 
the consumer i n connection w i t h the p r o v i s i o n of any debt settlement 
s e r v i c e . 

12534. A debt settlement s e r v i c e s p r o v i d e r s h a l l not, d i r e c t l y or 
i n d i r e c t l y , do any of the f o l l o w i n g : 

(a) Misrepresent any m a t e r i a l aspect of any debt settlement 
s e r v i c e , i n c l u d i n g , but not l i m i t e d t o, the amount of money or the 
percentage of the debt amount that a customer may save' by using the 
s e r v i c e ; the amount of time necessary to complete the program, as 
descr i b e d by the p r o v i d e r ; the amount of money or -the percentage of 
each outstanding debt that the customer must accumulate before the 
pr o v i d e r of the debt settlement s e r v i c e w i l l i n i t i a t e attempts w i t h 
the customer's c r e d i t o r s or debt c o l l e c t o r s or make a bona f i d e o f f e r 
to s e t t l e , the customer's debt; the e f f e c t of the s e r v i c e on a 
customer's c r e d i t w o r t h i n e s s ; or the e f f e c t of the s e r v i c e on 
c o l l e c t i o n e f f o r t s of the customer's c r e d i t o r s or debt c o l l e c t o r s . 

(b) Make any r e p r e s e n t a t i o n about the 
r e s u l t s that may be achieved by debt settlement, i n c l u d i n g about the 
percentage or d o l l a r amount by which debt may be reduced or the 
amount a consumer may save, or the experience of i t s customers w i t h 
respect to debt r e d u c t i o n . 

(c) Advise, encourage, or r e q u i r e , d i r e c t l y or i n d i r e c t l y , a 
consumer to stop making payments to any c r e d i t o r of the consumer. 

{d} S o l i c i t or accept a v o l u n t a r y c o n t r i b u t i o n from a consumer. 
(e) Acquire a power of attorney c o n f e r r i n g any power except the 

power to negotiate a proposed settlement of one or more debts to 
which the consumer w i l l be o f f e r e d the opportunity to assent. 

(f) Purchase a debt or o b l i g a t i o n of the consumer or engage i n the 
p r a c t i c e or business of debt c o l l e c t i o n . 

(g) {1} Require a consumer to deposit h i s or her funds i n t o a 
s p e c i f i c f i n a n c i a l i n s t i t u t i o n . A p r o v i d e r must a l s o s t a t e to the 
consumer that the consumer i s f r e e to choose any Federal Deposit 
Insurance Cor p o r a t i o n - i n s u r e d or N a t i o n a l C r e d i t Union 
A d m i n i s t r a t i o n - i n s u r e d f i n a n c i a l i n s t i t u t i o n . 

(2) With respect to any f i n a n c i a l i n s t i t u t i o n account opened by or 
fo r a consumer, take a power of attorney, e x e r c i s e c o n t r o l over the 
account, be named the account, create a demand d r a f t , or o b t a i n any 
info r m a t i o n about the account from any person other than the 
consumer. 

(h) Charge the consumer f o r or provide c r e d i t or other insurance, 
or charge the consumer f o r coupons f o r goods or s e r v i c e s , membership 
i n a club, e d u c a t i o n a l s e r v i c e s or m a t e r i a l s , access to computers or 
the I n t e r n e t , or any other a n c i l l a r y product or s e r v i c e , or represent 
or imply to a person p a r t i c i p a t i n g i n or c o n s i d e r i n g debt settlement 
that purchase of any a n c i l l a r y goods or s e r v i c e s i s req u i r e d . 

(i) Employ any u n f a i r , unconscionable, or deceptive act or 
p r a c t i c e . 

(j) Enter i n t o any con t r a c t w i t h one or more unconscionable terms. 

(k) Misrepresent any m a t e r i a l f a c t , i n c l u d i n g the knowing omission 
of any m a t e r i a l i n f o r m a t i o n , or make a f a l s e promise d i r e c t e d t o one 
or more consumers i n connection w i t h the s o l i c i t a t i o n , o f f e r i n g , 
c o n t r a c t i n g , or p r o v i s i o n of debt settlement s e r v i c e . 

(1) Make loans or o f f e r c r e d i t to a consumer or s o l i c i t or accept 
any note, mortgage, or negotiable instrument other than a check. 

(m) Take any re l e a s e or waiver of any o b l i g a t i o n to be performed 
on the part of the debt settlement p r o v i d e r or any r i g h t or remedy of 
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the consumer. 
(n) Change the m a i l i n g address on any of a consumer's c r e d i t o r ' s 

statements. 
(0) Receive any cash, fee, g i f t , bonus, premium, reward, or other 

compensation from any person other than the consumer e x p l i c i t l y f o r 
the p r o v i s i o n of debt settlement s e r v i c e to that consumer. 

(p) Take any confession of judgment or power of attorney to 
confess judgment against the consumer or appear as the consumer or on 
behalf of the consumer i n any j u d i c i a l proceedings. 

(q) O f f e r or provide g i f t s or bonuses to consumers f o r s i g n i n g a 
debt settlement s e r v i c e c o n t r a c t or f o r r e f e r r i n g another p o t e n t i a l 
customer or customers. 

(r) Seek or o b t a i n a consumer's signature on an agreement that 
contains any blank spaces to be f i l l e d i n l a t e r . 

(s) D i s c l o s e to anyone the name or any personal i n f o r m a t i o n of a 
consumer f o r whom the debt settlement p r o v i d e r has provided or i s 
p r o v i d i n g debt settlement s e r v i c e s , without the p r i o r consent of the 
consumer, other than to a consumer's own c r e d i t o r s or the debt 
settlement p r o v i d e r ' s agents, a f f i l i a t e s , or c o n t r a c t o r s f o r the 
purpose of p r o v i d i n g debt settlement s e r v i c e s . 

(t) s t r u c t u r e a program or settlement p l a n that would cause 
negative a m o r t i z a t i o n of a consumer's debt or debts. 

(u) Represent that debt settlement w i l l prevent wage garnishment, 
l i t i g a t i o n , debt c o l l e c t i o n e f f o r t s , attachment, repossession, or 
other adverse consequences, or advise a consumer to ignore any such 
a c t i v i t y . 

12535. (a) A pr o v i d e r s h a l l provide an accounting to a consumer, 
as described i n s u b d i v i s i o n s (b) and (c), i n each of the f o l l o w i n g 
s i t u a t i o n s : 

(1) Within f i v e business days of the settlement of a debt. 
(2) w i t h i n f i v e business days a f t e r a request by an i n d i v i d u a l , 

but the p r o v i d e r s h a l l not be r e q u i r e d to comply w i t h more than one 
request i n any three-month p e r i o d . 

(3) Upon c a n c e l l a t i o n or te r m i n a t i o n of an agreement. 
(4) Every s i x months. 
(b) A pr o v i d e r , i n a record, s h a l l provide a l l of the f o l l o w i n g to 

each consumer f o r whom i t has e s t a b l i s h e d a program i f a c r e d i t o r 
has agreed to accept as payment i n f u l l an amount l e s s than the 
p r i n c i p a l amount of the debt owed by the i n d i v i d u a l : 

(1) The t o t a l amount and terms of the settlement. 
(2) The amount of the debt when the consumer assented to the 

program. 
(3) The amount of the debt when the c r e d i t o r agreed to the 

settlement. 
(4) The fee, and the c a l c u l a t i o n of the fee, i f any, charged to 

the consumer i n connection w i t h the settlement. 
(c) A p r o v i d e r , i n a record, s h a l l provide the f o l l o w i n g 

accounting to each consumer f o r whom i t has e s t a b l i s h e d a program 
every s i x months: a statement showing a l l settlements completed; a l l 
fees p a i d ; f o r each remaining debt, the p r i n c i p a l amount of the debt 
and current amount of the debt; and any other i n f o r m a t i o n i d e n t i f i e d 
by the commissioner by r e g u l a t i o n . 

(d) A p r o v i d e r s h a l l provide the consumer w i t h a copy of the 
w r i t t e n documentation from the c r e d i t o r of a debt that has been 
s u c c e s s f u l l y s e t t l e d , unless that documentation has already been 
provided d i r e c t l y by the c r e d i t o r t o the consumer. The w r i t t e n 
documentation from the c r e d i t o r showing that the debt i s f u l l y 
r e l e a s e d by the settlement s h a l l be provided to the consumer no l a t e r 
than when any fee a s s o c i a t e d w i t h that settlement i s charged. 

12536. A debt settlement p r o v i d e r s h a l l have a f i d u c i a r y duty to 
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a consumer i n connection with the s o l i c i t a t i o n and p r o v i s i o n of debt 
settlement s e r v i c e s . 

A r t i c l e 4. Fees and Charges 

12538. (a) A debt settlement p r o v i d e r s h a l l not impose any fees 
or other charges on a consumer, or r e c e i v e any funds or other 
payments from a consumer or another person on behalf of a consumer, 
except i n compliance w i t h a l l of the requirements of t h i s s e c t i o n . 

(b) A debt settlement p r o v i d e r s h a l l not claim, demand, charge, 
c o l l e c t , or r e c e i v e any fee u n t i l i t has f u l l y complied with Sections 
12526 and 12527, the consumer has signed an agreement f o r debt 
settlement s e r v i c e s that complies w i t h S e c t i o n 12530, and the 
co n d i t i o n s of s u b d i v i s i o n (c) have been met. 

(c) I t i s a v i o l a t i o n of t h i s s e c t i o n f o r any debt settlement 
p r o v i d e r to request or rec e i v e payment of any fee or c o n s i d e r a t i o n 
f o r any debt settlement s e r v i c e u n t i l and unless a l l of the f o l l o w i n g 
c o n d i t i o n s have been met: 

(1) The debt settlement p r o v i d e r has s e t t l e d at l e a s t one debt 
pursuant to a settlement agreement. 

(2) Documentation of the agreement i s provided t o the consumer. 
(3) The funds to s e t t l e the debt i n f u l l have been p a i d to the 

c r e d i t o r . 
(4) To the extent that debts e n r o l l e d i n a s e r v i c e are s e t t l e d 

i n d i v i d u a l l y , the fee or c o n s i d e r a t i o n may not exceed 15 percent of 
the amount saved as a r e s u l t of the settlement. The percentage 
charged s h a l l not change from one i n d i v i d u a l debt t o another. The 
amount saved s h a l l be c a l c u l a t e d as the d i f f e r e n c e between the 
p r i n c i p a l amount of the debt and the amount p a i d by the debt 
settlement p r o v i d e r to the c r e d i t o r or negotiated by the debt 
settlement p r o v i d e r and p a i d by the consumer to the c r e d i t o r pursuant 
to a settlement negotiated by the debt settlement p r o v i d e r on behalf 
of the consumer as f u l l and complete s a t i s f a c t i o n of the c r e d i t o r ' s 
c l a i m w i t h regard to that debt. 

(d) No fee may be charged or c o l l e c t e d under t h i s s u b d i v i s i o n at 
any time i f the t o t a l fees, settlements, and u n s e t t l e d debt exceeds 
the p r i n c i p a l amount of the debt. 

(e) Nothing i n t h i s s e c t i o n p r o h i b i t s a pr o v i d e r from requesting 
or r e q u i r i n g the consumer t o place funds i n an account to be used f o r 
the debt settlement p r o v i d e r ' s fees to be earned i n the fu t u r e as 
provided under s u b d i v i s i o n ( c ) , and f o r payments to c r e d i t o r s or debt 
c o l l e c t o r s i n connection w i t h the settlement or fut u r e settlement of 
a debt, provided that a l l of the f o l l o w i n g c o n d i t i o n s are met: 

(1) The funds are h e l d i n an account at an insured f i n a n c i a l 
i n s t i t u t i o n f r e e l y chosen by the consumer. 

(2) The consumer owns the funds h e l d i n the account and i s the 
owner of any accrued i n t e r e s t on the account. 

(3) The e n t i t y a d m i n i s t e r i n g the account i s not owned or 
c o n t r o l l e d by, or i n any way a f f i l i a t e d with, or under c o n t r a c t with, 
the debt settlement s e r v i c e . 

(4} The e n t i t y a d m i n i s t e r i n g the account does not give or accept 
any money or other compensation i n exchange f o r r e f e r r a l s of business 
i n v o l v i n g the debt settlement s e r v i c e . 

(5) The consumer may withdraw from the debt settlement s e r v i c e at 
any time without penalty, and must re c e i v e a l l funds i n the account, 
other than funds earned by the debt settlement s e r v i c e i n compliance 
w i t h the p r o v i s i o n s of t h i s s e c t i o n , w i t h i n seven business days of 
the consumer's request. 

CHAPTER 5. ENFORCEMENT 
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12540. (a) I f a p r o v i d e r imposes any fee or other charge, o r 
re c e i v e s any money or other payments, not author i z e d by Se c t i o n 
12538, the agreement i s v o i d , and the debt settlement p r o v i d e r s h a l l 
a u t o m a t i c a l l y refund a l l fees p a i d w i t h i n f i v e business days upon 
v a l i d n o t i c e that the agreement i s v o i d . In a d d i t i o n , the consumer 
may recover i n a c i v i l a c t i o n a l l money p a i d by or on behalf of the 
consumer pursuant to the agreement, i n a d d i t i o n to the recovery under 
s u b d i v i s i o n (b). 

(b) For any v i o l a t i o n of t h i s d i v i s i o n , a consumer may recover any 
or a l l of the f o l l o w i n g i n a c i v i l a c t i o n from the debt settlement 
p r o v i d e r and any person other than an employee of the p r o v i d e r that 
caused the v i o l a t i o n : 

(1) S t a t u t o r y damages i n an amount determined by the court of no 
l e s s than one thousand d o l l a r s ($1,000) and no more than f i v e 
thousand d o l l a r s ($5,000) per v i o l a t i o n . The consumer does not need 
to e s t a b l i s h any lo s s e s i n f a c t i n order to recover s t a t u t o r y 
damages. 

(2) Compensatory damages f o r any i n j u r y caused by the v i o l a t i o n , 
i f a p p l i c a b l e . 

(3) Reasonable attorney's fees and co s t s . 
12541. (a) An a c t i o n brought under t h i s d i v i s i o n s h a l l be 

commenced w i t h i n f o u r years a f t e r the l a t e s t of the f o l l o w i n g dates; 
(1.) The l a s t t r a n s m i s s i o n of money to a p r o v i d e r by or on behalf 

of the consumer. 
(2) The date on which the consumer discovered or reasonably should 

have discovered the f a c t s g i v i n g r i s e to the consumer's cl a i m . 
(b) The p e r i o d p r e s c r i b e d i n paragraph (2) of s u b d i v i s i o n (a) 

s h a l l be t o l l e d during any p e r i o d during which the pr o v i d e r or, i f 
d i f f e r e n t , the defendant has misstated or omitted m a t e r i a l 
i n f o r m a t i o n r e q u i r e d by t h i s d i v i s i o n t o be d i s c l o s e d to the 
consumer, i f the inf o r m a t i o n i s m a t e r i a l t o the establishment of the 
l i a b i l i t y of the defendant under t h i s d i v i s i o n . 

12542. No l a t e r than 30 days a f t e r a pr o v i d e r has been served 
w i t h n o t i c e of a c i v i l a c t i o n f o r v i o l a t i o n of t h i s d i v i s i o n by or on 
behalf of a consumer who r e s i d e s i n t h i s s t a t e at e i t h e r the time of 
an agreement or the time the n o t i c e i s served, the p r o v i d e r • s h a l l 
n o t i f y the commissioner i n w r i t i n g that i t has been sued and provide 
a copy of the complaint to the commissioner. 

12543. The r i g h t s , remedies, and p e n a l t i e s e s t a b l i s h e d by t h i s 
d i v i s i o n are cumulative to the r i g h t s , remedies, or p e n a l t i e s 
e s t a b l i s h e d under other laws. 

12544. (a) The p r o v i s i o n s of t h i s d i v i s i o n are enforceable by the 
commissioner and the Attorney General. Any person, i n c l u d i n g a 
partner or o f f i c e r of a pr o v i d e r , who v i o l a t e s any p r o v i s i o n of t h i s 
d i v i s i o n , s h a l l , upon c o n v i c t i o n , be punished by a f i n e of'not more 
than ten thousand d o l l a r s ($10,000) f o r each v i o l a t i o n , or by 
imprisonment i n a county j a i l f o r not more than one year, or by both 
that f i n e and imprisonment. 

(b) The Attorney General may a l s o b r i n g a c i v i l a c t i o n f o r 
i n j u r i c t i v e r e l i e f , and may include i n the a c t i o n a cl a i m f o r 
r e s t i t u t i o n , disgorgement, or damages on behalf of the consumers 
subject to the act or p r a c t i c e c o n s t i t u t i n g the subject matter of the 
a c t i o n . The Attorney General may in c l u d e i n any a c t i o n a u t h o r i z e d by 
t h i s s e c t i o n a c l a i m f o r c o s t s , i n c l u d i n g reasonable attorney's fees 
and expenses, and the court s h a l l have j u r i s d i c t i o n to award r e l i e f , 
a u t h o r i z e d by t h i s s e c t i o n and any other a d d i t i o n a l r e l i e f . 

(c) Any person .who v i o l a t e s or au t h o r i z e s , d i r e c t s , or ai d s i n the 
v i o l a t i o n of any r u l e or order adopted pursuant to t h i s d i v i s i o n 
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s h a l l be l i a b l e f o r an a d d i t i o n a l c i v i l p e nalty not exceeding ten 
thousand d o l l a r s ($10,000) f o r each v i o l a t i o n , which s h a l l be 
assessed and recovered i n a c i v i l a c t i o n brought i n the name of the 
people of the State of C a l i f o r n i a by the Attorney General i n any 
court of competent j u r i s d i c t i o n , or by the commissioner. 

(d) Any debt settlement s e r v i c e p r o v i d e r who v i o l a t e s any 
p r o v i s i o n of t h i s d i v i s i o n s h a l l be deemed to have v i o l a t e d that 
•person's l i c e n s i n g law. 

SEC. 2, The L e g i s l a t u r e f i n d s and declares that S e c t i o n 1 of t h i s 
act imposes a l i m i t a t i o n on the p u b l i c ' s r i g h t of access t o the 
meetings of p u b l i c bodies or the w r i t i n g s of p u b l i c o f f i c i a l s and 
agencies w i t h i n the meaning of Se c t i o n 3 of A r t i c l e I of the 
C a l i f o r n i a C o n s t i t u t i o n . Pursuant to that c o n s t i t u t i o n a l p r o v i s i o n , 
the L e g i s l a t u r e makes the f o l l o w i n g f i n d i n g s to demonstrate the 
i n t e r e s t p r o t e c t e d by t h i s l i m i t a t i o n and the need f o r p r o t e c t i n g 
that i n t e r e s t : 

In order to a l l o w the Department of Corporations to f u l l y 
accomplish i t s goals, i t i s imperative to p r o t e c t the i n t e r e s t s of 
those persons submitting i n f o r m a t i o n to the department to ensure that 
any personal or s e n s i t i v e business i n f o r m a t i o n that t h i s act 
r e q u i r e s those persons t o submit i s p r o t e c t e d as c o n f i d e n t i a l 
i n f o r m a t i o n . 

SEC. 3. No reimbursement i s r e q u i r e d by t h i s act pursuant t o 
Se c t i o n 6 of A r t i c l e X I I I B of the C a l i f o r n i a C o n s t i t u t i o n because 
the only costs that may be i n c u r r e d by a l o c a l agency or school 
d i s t r i c t w i l l be i n c u r r e d because t h i s act creates a new crime or 
i n f r a c t i o n , e l i m i n a t e s a crime or i n f r a c t i o n , or changes the p e n a l t y 
f o r a crime or i n f r a c t i o n , w i t h i n the meaning of Se c t i o n 17556 of the 
Government Code, or changes the d e f i n i t i o n of a crime w i t h i n the 
meaning of Se c t i o n 6 of A r t i c l e X I I I B of the C a l i f o r n i a 
C o n s t i t u t i o n . 
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BILL ANM.YSIS 

I SENATE RULES COMMITTEE 
j o f f i c e of Senate F l o o r finalyses 
(1020 N S t r e e t , S u i t e 524 
i [916) 651-1520 Fax: (916) 
1327-4478 

THIRD READING 

B i l l No; SB 708 
Author; Corbett (Dl. et a l . 
Amended: 1/11/12 
Vote; 21 

PRIOR VOTES NOT RELEVANT 

SENATE BANKING & FINANCIAL INST. COMM. : 6-0. 1/9/12 
AYES: Vargas, Bla)tealee, Evans, Kehoe, L i u , P a d i l l a 
NO VOTE RECORDED; Walters 

SENATE JUDICIARY COMMITTEE ; 5-0, 1/10/12 
AYES: Evans, Herman,' Blakeslee. Corbett, Leno 

SENATE APPROPRIATIONS COMMITTEE ; 6-0, 1/17/12 
AYES: Kehoe, A l q u i s t , Emmerson, L i e u , Pavley, Steinberg 
NO VOTE RECORDED; Walters, P r i c e , Runner 

R e s i d e n t i a l mortgage loans; f o r e c l o s u r e 
procedures 

SOURCE ; 

DIGEST : This b i l l extends the p r o v i s i o n s of law that 
e s t a b l i s h e d requirements that mortgage lenders had to 
adhere t o before i s s u i n g a n o t i c e of d e f a u l t on a homeowner 
*SB 1137 (Perata. Corbett, and Machado), Chapter 69, 
Statutes of 20oa], from January 1, 2013 Co January i , 201B, 
and r e v i s e s the contents of the n o t i c e r e l a t i n g to the 
r i g h t s of r e s i d e n t s . 
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E x i s t i n g law, u n t i l January 1, 2013; 

1. Provides that a Notice of Default [NOD), the f i r s t step 
i n the n o n - j u d i c i a l f o r e c l o s u r e process, may not be 
f i l e d on covered r e s i d e n t i a l loans u n t i l e i t h e r 30 days 
a f t e r c o n t a c t i n g the delinquent homeowner to d i s c u s s 
h i s / h e r f i n a n c i a l s i t u a t i o n and explore options t o avoid 
f o r e c l o s u r e , or 30 days a f t e r s a t i s f y i n g s p e c i f i e d due 
d i l i g e n c e requirements. 

2. Requires a t r u s t e e t o m a i l and post a s t a t u t o r y n o t i c e 
that informs tenants that the f o r e c l o s u r e process has 
begun and of s p e c i f i e d s t a t u t o r y r i g h t s that apply i f 
the home i s s o l d at a f o r e c l o s u r e s a l e . 

3. Requires a l e g a l owner to maintain vacant f o r e c l o s e d 
r e s i d e n t i a l homes and authoriz e s government e n t i t i e s to 
impose a c i v i l f i n e of up t o $1,000 per day f o r 
v i o l a t i o n s , as s p e c i f i e d . 

4. Requires that tenants r e n t i n g a f o r e c l o s e d home be given 
60 days' w r i t t e n n o t i c e before the tenant may be removed 
from the property. 

This b i l l : 

1. Extends the sunset date of the above p r o v i s i o n s t o 
January 1. 2018. 

2. Revises the n o t i c e given to tenants r e n t i n g a fo r e c l o s e d 
home to reference Che p o t e n t i a l f o r the c o n t i n u a t i o n of 
the lease and a 90-day e v i c t i o n n o t i c e . 

Baclcaround 
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i n C a l i f o r n i a , mortgages t y p i c a l l y contain a 'power of 
sa l e " clause that pre-authorizes the s a l e of property Co 
pay o f f the loan balance i n the event of d e f a u l t . Lenders 
e x e r c i s i n g ChaC power of sale must f i r s t record an NOD with 
the county recorder ( t y p i c a l l y a f t e r the loan i s three or 
more months d e l i n q u e n t ) . The lender or s e r v i c e r must then 
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wait three months a f t e r f i l i n g the NOD before s e t t i n g a 
sale date f o r the property by f i l i n g a n o t i c e of s a l e . i n 
continued response t o Che present housing and economic 
c r i s i s o u t l i n e d below, t h i s b i l l extends Che sunset on SS 
1137 (Perata. Corbett, and Machado), Chapter 69, Statutes 
of 2008, which enhanced f o r e c l o s u r e p r o t e c t i o n s f o r 
borrowers, tenants, and neighborhoods. 

C a l i f o r n i a , as w e l l as the nat i o n , i s f a c i n g an 
unprecedented t h r e a t t o the economy and housing mar)teC due 
to high numbers of f o r e c l o s u r e s caused by mortgage payment 
d e f a u l t s . Over 300,000 C a l i f o r n i a homeowners received KODs 
from Cheir lenders i n 2010 with more than 170,000 completed 
f o r e c l o s u r e s a l e s . Across the s t a t e , housing values have 
plummeted, and areas hardest h i t by f o r e c l o s u r e have become 
b l i g h t e d with vacant, uncared-for homes. For the month of 
November 2011, one i n every 211 housing u n i t s received a 
fo r e c l o s u r e f i l i n g , a number that r e f l e c t s over 63,000 
properCies. Although the e a r l i e s t mortgage d e f a u l t s and 
fo r e c l o s u r e s were g e n e r a l l y l i m i t e d to r i s k y sub-prime 
mortgages o r i g i n a t e d during the boom years of 2005 and 
2006, C a l i f o r n i a ' s high unemployment r a t e has caused 
d e f a u l t s and f o r e c l o s u r e s to spread t o a l l types of loans, 
and t o a l l types of borrowers. 

Over Che past feu years, the C a l i f o r n i a L e g i s l a t u r e has 
passed l e g i s l a t i o n i n an e f f o r t t o respond to the ongoing 
f o r e c l o s u r e c r i s i s . In 2008, the L e g i s l a t u r e passed and 
the Governor signed SB 1137, an urgency measure intended to 
encourage loan m o d i f i c a t i o n s i n order to prevent avoidable 
f o r e c l o s u r e s . SB II37, which sunsets January i , 2013, 
req u i r e s the lender or loan s e r v i c e r , at l e a s t 30 days 
p r i o r t o f i l i n g an NOD, Co contact the borrower, or t r y 
w i t h due d i l i g e n c e t o contact the borrower i n order to 
assess Che borrower's f i n a n c i a l s i t u a t i o n and explore 
options f o r the borrower to avoid f o r e c l o s u r e . Those 
requirements a p p l i e d to loans recorded between January 1, 
2003 and December 31, 2007 that were secured by 
owner-occupied r e s i d e n t i a l r e a l property. In a d d i t i o n to 
those contact requirements, SB 1137 included p r o v i s i o n s to 
empower l o c a l governments t o pro t e c t r e s i d e n t s from b l i g h t 
caused by fo r e c l o s e d p r o p e r t i e s and t o enhance p r o t e c t i o n s 
f o r tenants of f o r e c l o s e d p r o p e r t i e s . 
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P r i o r and Related L e g i s l a t i o n 

SB 1137 [Perata. CorbeCC, and Machado). Chapter 69, 
Statutes of 2008. See Baclcground above. 

SB 7X2 (Corbett), Chapter 4, Statutes of 2009, and AB 7X2 
(Lieu) , Chapter S, Statutes of 2009, required, u n t i l 
January 1, 2011, that mortgage s e r v i c e r s wait 90 days 
before r e c o r d i n g an NOD i n an e f f o r t Co provide borrowers 
with a d d i t i o n a l time to vork out a loan m o d i f i c a t i o n with 
t h e i r lender. S e r v i c e r s could apply f o r an exemption from 
the 90-day delay by demonstrating to t h e i r relevant 
r e g u l a t o r Chat they have implemented a comprehensive loan 
m o d i f i c a t i o n program. 

SB 1149 (Corbett), Chapter 641, Statutes ot 2010, 
p r o h i b i t e d the rel e a s e of court records i n a 
f o r e c l o s u r e - r e l a t e d e v i c t i o n unless the l a n d l o r d p r e v a i l e d , 
as s p e c i f i e d , and re q u i r e d that a p r e s c r i b e d cover sheet, 
n o t i f y i n g a tenant of h i s or her r i g h t s and 
r e s p o n s i b i l i t i e s , be attached to any e v i c t i o n n o t i c e Chat 
i s served w i t h i n one year a f t e r a f o r e c l o s u r e . 

SB 1275 (Leno, St e i n b e r g ) , 2009-10 Session, would have 
r e q u i r e d a f o r e c l o s i n g f i n a n c i a l i n s t i t u t i o n to process an 
a p p l i c a t i o n f o r a loan m o d i f i c a t i o n p r i o r to recording an 
NOD, and, among other t h i n g s , have required a d e c l a r a t i o n 
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of c o n ^ l i a n c e t o be recorded to c e r t i f y compliance with the 
b i l l ' s p r o v i s i o n s . The b i l l f a i l e d passage on the Assembly 
F l o o r . 

SB 729 (Leno, S t e i n b e r g ) , 2011-12 Session, would have 
enacted s u b s t a n t i a l l y s i m i l a r requirements as SB 1275. The 
b i l l f a i l e d passage i n the Senate Banking and F i n a n c i a l 
i n s c i t u t i o n s Committee. 

FISCAL EFFECT : A p p r o p r i a t i o n ; No F i s c a l com.; Yes 
L o c a l : Yes 

According t o Che Senate A p p r o p r i a t i o n s Coiroiittee; 

F i s c a l Impact ( i n thousands) 

Ha-ior P r o v i s i o n s 2012-13 2013-14 
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2014-15 Fund 

Dept. of F i n a n c i a l I n s t i t u t i o n s mi 
absorbable S p e c i a l * 
Dept. of Real Estate ' minor, 
absorbable S p e c i a l * * 
DepC. of Cor r e c t i o n s 

minor S p e c i a l * • • 

• F i n a n c i a l I n s t i t u t i o n s Fund 
Real Estate Fund 

«** Corporations Fund 

SUPPORT : ( V e r i f i e d 1/18/12) 

American Federation of SCate, County and Municipal 
Employees 
C a l i f o r n i a Labor Federation 
Center f o r Responsible Lending 
Consumer Federacion of C a l i f o r n i a 
League of C a l i f o r n i a C i t i e s 
western Center on Law i Poverty 

ARGUMENTS IN SUPPORT : The author notes that t h i s b i l l 
extends the sunset of SB 1137 (perata, Corbett, and 
Machado), of 2008. i n order to continue t o reduce Che 
number of f o r e c l o s u r e s i n C a l i f o r n i a , ensure that 
f o r e c l o s e d p r o p e r t i e s do not become a source of b l i g h t , and 
continue to p r o t e c t v u l n e r a b l e tenants. According to the 
author; 

"The o r i g i n a l problems that prompted SB 1137 i n 2008 
continue t o p e r s i s t today. The committee noted the 
'severe housing c r i s i s ' ana the ' s i g n i f i c a n t negative 
r i p p l e e f f e c t s on housing values, l o c a l economics, and 
Che s t a t e economy' as the problems that SB 1137 was 
introduced t o solv e . These same problems continue t o 
p e r s i s t today. A recent report, 'Lost Ground, 201I' by 
the Center f o r Responsible Lending, notes that the 
country i s 'not even halfway through the f o r e c l o s u r e 
c r i s i s . " The report f u r t h e r notes that the on-going 

. c r i s i s has had s i g n i f i c a n t icnpact on low- and 
moderate-income neighborhoods w i t h high concentrations of 
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m i n o r i t i e s . . . . 

•Without t h i s law, come January 1. 2013, d i s t r e s s e d 
homeowners w i l l wade through an i n c r e d i b l y d i f f i c u l t 
s i t u a t i o n alone - without i n i t i a l concacc from c h e i r 
lenders and without the resources a v a i l a b l e to so many 
homeowners sin c e Che passage ot SB 1137, Without the 
extension of the p r o v i s i o n s i n SB 1137, C a l i f o r n i a n s can 
expect f o r e c l o s e d p r o p e r t i e s i n Cheir neighborhoods t o 
threaten the s a f e t y of f a m i l i e s , decrease surrounding 
housing values, and undermine Che scate's economic 
recovery." 

JJA;mw 1/18/12 Senate F l o o r Analyses 

SUPPORT/OPPOSITION: SEE ABOVE 
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