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SUMMARY

The Iowa Supreme Court considered whether Chrysler Financial could invoke the bona fide error
defense under the Iowa Consumer Credit Code after filing a deficiency action in the wrong county.
The court held that the filing was unintentional and resulted from a bona fide error despite a procedure
reasonably adapted to avoid venue errors. It vacated the court of appeals' decision and affirmed the
district court's denial of Bergstrom's counterclaim.
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PROCEDURAL POSTURE Bergstrom appealed from a district court judgment denying his
counterclaim for statutory damages under the Iowa Consumer Credit
Code. The Iowa Court of Appeals reversed and remanded for
determination of statutory damages and attorney fees. The Supreme
Court of Iowa granted further review.

STANDARD OF REVIEW A judgment following a bench trial in a law action is reviewed for
correction of errors at law. District court fact findings have the force of
a special verdict and are binding if supported by substantial evidence;
evidence is viewed in the light most favorable to the district court
judgment.

PRECEDENTIAL VALUE Published Iowa Supreme Court opinion; precedential

PARTIES Jon Bergstrom v. Chrysler Financial Company

TOPICS

consumer protection venue fair debt collection statutory interpretation standard of review



PRACTICE AREAS

consumer protection consumer credit civil procedure appellate procedure debt collection

QUESTIONS PRESENTED

1. Whether filing a consumer credit action in the wrong county violated the Iowa Consumer Credit Code
and could support statutory damages through the code's unfair-debt-collection provisions.

2. Whether Chrysler established the bona fide error defense under Iowa Code section 537.5201(7).

3. Whether Chrysler's procedure of consulting the USPS city-county directory was a procedure reasonably
adapted to avoid filing consumer actions in the wrong county.

4. Whether the district court's findings supporting the bona fide error defense were supported by substantial
evidence.

HOLDINGS

1. A creditor avoids liability under the Iowa Consumer Credit Code's bona fide error defense by proving by
a preponderance of the evidence that the violation was unintentional, resulted from a bona fide error, and
occurred notwithstanding the maintenance of procedures reasonably adapted to avoid the error.

2. For purposes of the bona fide error defense, the relevant intent is whether the violator intended to
perform the act that constituted the violation, not whether the violator intended to violate the law.

3. The procedure must be reasonably adapted to avoid the statutory violation at issue generally—filing a
consumer action in the wrong county—not to avoid only the particular factual variation that produced
the violation.

4. Whether a creditor's procedures are reasonably adapted to avoid the statutory error is ordinarily a fact-
intensive question for the fact finder, and a procedure need not be perfect or foolproof.

5. The word 'maintenance' in Iowa Code section 537.5201(7) means having a procedure in place; it does
not require proof that the procedure was followed 'time in and time out.'

KEY QUOTATIONS

“The application of this standard requires that three questions be answered.” (703 N.W.2d at 419)

“The inquiry is simply whether the violator intended to do the act that constituted a violation of the act, not
whether the violator intended to violate the law.” (703 N.W.2d at 420)

“This means the procedure designed to avoid this particular error need not be highly stringent in order to be
deemed “reasonably adapted to avoid the error.”” (703 N.W.2d at 423)

“We conclude substantial evidence exists to support the district court's findings that the petition in this case
was filed in the wrong county unintentionally, as the result of a bona fide error.” (703 N.W.2d at 423)

FACTUAL BACKGROUND



Bergstrom leased a vehicle from Chrysler, defaulted on the lease, and incurred a deficiency after Chrysler
repossessed and sold the vehicle. Chrysler filed its deficiency action in Howard County, although Bergstrom
resided in Mitchell County and Iowa law required the action to be filed in the consumer's county of residence.
Chrysler's law firm used a USPS city-county directory that listed Riceville in Howard County, although Riceville
straddled the Howard-Mitchell County line. Bergstrom sought statutory damages, but Chrysler invoked the Iowa
Consumer Credit Code's bona fide error defense.

PROCEDURAL HISTORY

Chrysler filed a deficiency action against Bergstrom in Howard County even though the consumer credit code
required filing in the county of Bergstrom's residence, Mitchell County. The district court transferred the action,
entered a deficiency judgment for Chrysler, denied Bergstrom's counterclaim based on the bona fide error
defense, and awarded Bergstrom $525 in attorney fees as venue-transfer costs. The court of appeals reversed the
denial of the counterclaim. The Supreme Court of Iowa vacated the court of appeals decision and affirmed the
district court judgment.

DISPOSITION

vacated
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