SB 1056, As Passed Senate, May 21, 1998

May 7, 1998
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SUBSTITUTE FOR
SENATE BILL NO. 1056

A bill to amend 1975 PA 148, entitled
"Debt managenent act,"”
by anendi ng sections 2, 5, 6, 8, 13, 14, 15, 16, and 18 (MCL
451. 412, 451. 415, 451.416, 451.418, 451.423, 451.424, 451.425,
451. 426, and 451.428); and to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 2. As used in this act:

(a) "Bureau" neans the corporation, —ant— securities, AND
LAND DEVELOPMENT bureau of the departnent. —ef—eommeree—

(b) "Counsel or"” neans an enpl oyee or agent of a |licensee who
engages i n —scheduHng;,— counsel i ng —— and budget anal ysi s
functions.

(c) "Creditor" nmeans a person for whose benefit -—nonreys—are—
MONEY IS being collected and di sbursed by a |licensee. —TFhe— A

licensee is not a creditor for purposes of this act.
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SB 1056, As Passed Senate, May 21, 1998
Senate Bill No. 1056 2

(d) "Debt managenent” neans the planning and managenent of
the financial affairs of a debtor and the recei pt of —funds—
MONEY fromthe debtor for distribution to —eredirtors— A CRED TOR
in paynent or partial paynent of the debtor's obligations.

(e) "Debtor" neans a person from whom —fereys—are— MONEY | S
being collected for the benefit of —ereditors— A CRED TOR of the
debt or.

(f) "Departnent” neans the departnent of —ecomreree— CONSUMER
AND | NDUSTRY SERVI CES.

(g) "Director"” neans the director of the departnent —ef
cormreree— or his OR HER aut horized representati ve.

(h) "Fees and charges of the licensee" neans the total
anount of noney to be charged a debtor by the |icensee including
the $25.00 initial paynent.

(i) "License" neans a witten certificate or exenption order
i ssued by the director.

(j) "Licensee" neans —an—tndividual—partnership,—unincor—
porated—assoctatt+on,—or——corporat+on— A PERSON |icensed under this
act. Except as to —seet+ons—5(1)—5(3)— SECTION 5(1) OR (7) or

8, a licensee includes a person exenpted pursuant to section 4(2)
or (4).

(k) "Ofice" neans each | ocation by street name, buil ding
nunber, city, and —state— ZI P CODE where a person engages in the
debt managenent business IN TH S STATE.

() "Ofice manager" neans an enpl oyee or owner charged with
t he supervision, oversight, or approval of the functions of

budget anal ysis, counseling, or scheduling.
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(m "Person" neans an individual, —a— corporation, —a—

part nership, —anf— association, —a— joint stock conpany, —a— trust

where the interests of the beneficiaries are evidenced by a

security, LIMTED LIABILITY COVWANY, or —af—uhtreorporated
organtzat+on— OTHER LEGAL ENTI TY.
Sec. 5. (1) —-Aperson—destringtoobtarn—at+icenseto
. I ™ i . " e

© 00 N o 0o A~ W DN P

N N NN NNDNRRERRRR R R R R
o 00~ WON P O © 0N O O W N P O

N
~

04731' 97 (S-2)



© 00 N o 0o b~ W DN P

NN NN NNNNRRRRRRER R R R R
N o o b~ WON PP O 0O 0N oD~ DN PP O

SB 1056, As Passed Senate, May 21, 1998
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stvre—coverage+est-ts— AN APPLI CANT FOR A LI CENSE TO ENGACE I N
THE DEBT MANAGEMENT BUSI NESS I N THI S STATE SHALL FI LE AN APPLI CA-

TION WTH THE DI RECTOR I N WRI TI NG AND UNDER OATH THAT | NCLUDES
ALL OF THE FOLLOW NG

(A) THE NAME AND EXACT ADDRESS OF THE APPLI CANT AND THE NANME
AND ADDRESS OF EACH OF THE FOLLOW NG, AS APPL| CABLE:

(1) I'F THE APPLI CANT IS A CORPORATION, I TS OFFI CERS AND
DI RECTORS.

(1) I'F THE APPLI CANT IS AN ASSOCI ATI ON, | TS OFFI CERS AND
DI RECTORS.

(mim) IF THE APPLI CANT IS A PARTNERSHI P, EACH PARTNER

(1v) IF THE APPLICANT IS A LIMTED LIABILITY COWANY, |ITS
MANAGER OR MANAGERS AS THOSE TERMS ARE DEFI NED | N SECTI ON 102 OF
THE M CH GAN LI M TED LI ABI LI TY COVMPANY ACT, 1993 PA 23, MCL
450. 4101 TO 450. 5200.

(v) IF THE APPLI CANT IS ANY OTHER LEGAL ENTI TY, THE MANAGER
OR OTHER PERSON DESI GNATED TO CONTRCOL THE OPERATI ON OF THAT LEGAL
ENTI TY.

(B) A COPY OF A CERTIFI CATE OF AN ASSUMED NAME, |F
APPLI| CABLE.

(O ONE OR MORE OF THE FOLLOW NG AS APPLI CABLE:

(1) IF THE APPLI CANT IS A CORPORATI ON, A COPY OF THE
ARTI CLES OF | NCORPORATI ON.
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1056 as anended May 19, 1998 5

(1m1) IF THE APPLI CANT IS AN ASSCOCI ATI ON, A COPY OF THE
ORGANI ZATI ONAL DOCUMENTS OF THE ASSOCI ATI ON.

(1m1) IF THE APPLI CANT | S A PARTNERSHI P, A COPY OF THE PART-
NERSHI P AGREEMENT.

(1v) IF THE APPLICANT IS A LIMTED LI ABILITY COWANY, A COPY
OF THE ARTI CLES OF ORGANI ZATI ON.

(2) UPON FI LI NG THE APPLI CATI ON, THE APPLI CANT SHALL DO ALL
OF THE FOLLOW NG

(A) PAY TO THE DEPARTMENT A LI CENSE FEE OF $50. 00.

(B) PAY TO THE DEPARTMENT AN | NVESTI GATI ON FEE OF $50. 00.

(© FURNI SH A $5, 000. 00 SURETY BOND TO THE PEOPLE OF THE
STATE OF M CH GAN FOR EACH OFFI CE ESTABLI SHED BY THE APPLI CANT.
HOWNEVER, | F AN APPLI CANT ESTABLI SHES MORE THAN 10 OFFI CES ENGAGED
I N THE BUSI NESS OF DEBT MANAGEMENT IN THI'S STATE AND FOR WHI CH A
SURETY BOND HAS BEEN FURNI SHED, THE SURETY BOND PRESCRI BED BY
TH'S SUBDI VI SI ON SHALL BE WAI VED FOR ANY ADDI Tl ONAL OFFI CE SUBSE-
QUENTLY ESTABLI SHED.

(D) FILE AN APPO NTMENT OF THE DI RECTOR AS THE AGENT OF THE
APPLI CANT FOR SERVI CE OF PROCESS |IN THI S STATE.

(3) INLIEU OF THE SURETY BOND, THE BUREAU MAY BY RULE PROVI DE
FOR_AN APPROPRI ATE DEPOSI T OF CASH OR SECURI TI ES OR THE ASSI GNVENT
OF THE COVERACE OF OTHER SURETY BONDS | F THE DI RECTOR | S SATI SFI ED
THAT COMPARABLE OR MORE EXTENSI VE COVERAGE RESULTS.

(4) THE DI RECTOR SHALL NOT ACCEPT AN APPLI CATI ON OR | SSUE A
LI CENSE THAT | NCLUDES A BUSI NESS NAME THAT IS THE SAME OR SIM LAR
TO AN EXI STI NG BUSI NESS NAME ON FI LE W TH THE DEPARTMENT.

(5) AN APPLI CANT SHALL | NCLUDE W TH THE APPLI CATI ON BOTH OF
THE FOLLOW NG

(A) A BLANK COPY OF A FORM CONTRACT TO BE USED BY A DEBTOR

AND THE APPLI CANT.
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1056 as anended May 19, 1998 6

(B) A COPY OF THE CREDI TOR S AGREEMENT FORM TO BE USED BY
THE APPLI CANT AND A CREDI TOR

(6) SERVI CE OF PROCESS UPON THE DI RECTOR SHALL BE CONSI DERED
SERVI CE UPON AN APPLI CANT OR LI CENSEE.

(7) 2—At+eensee—shaH—submt—for—approvat—concurrentty

ments—thereto— A contract FORM or OTHER form may not be used
wi t hout the BUREAU S approval. —eof—thebureat— ANY CHANGE IN A
FORM SHALL BE SUBM TTED TO THE BUREAU.

(8) —{3)—Fhe— UNLESS SURRENDERED, REVOKED, OR SUSPENDED, A
license issued under this act —shatH—expt+re— EXPI RES on Decenber

YEAR FOR VHICH I T IS | SSUED. A LI CENSE MAY BE RENEVWED BEFORE THE
EXPI RATI ON DATE AS PROVI DED UNDER THI S ACT.

(9) 5— A licensee shall —wake— CREATE, nmintain, and

preserve accurate and conpl ete books and records relating to
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SB 1056, As Passed Senate, May 21, 1998

1056 as anended May 19, 1998 7

—hts— THE LI CENSEE' S busi ness. —Fhese— THE books and records
shal | be —kept—eturrent— MAI NTAI NED according to generally
accepted accounting standards and procedures. A |licensee or an
appl i cant —fer—at++ecense— shal | —Fwrnrsh—witten—not+ee—to—

NOTI FY t he bureau —speetfying— OF the address —eof—theplace—
where —thoese— THE books and records are —to—be— kept. —A-change
of— | F A LI CENSEE CHANGES THE | ocati on of —these— THE BOOKS AND
records, —shat+—be—reported—pronptty—+to— THE LI CENSEE SHALL

NOTI FY the bureau WTHI N 10 BUSI NESS DAYS AFTER THE CHANGE. The
director may prescribe by rule or order the formand contents of

books and records relating to a |licensee' s —debt—ranagerent—

busi ness.

(10) —6)yFinanciat—staterents— A FI NANCI AL STATEMENT shal
be filed with an application for A debt nmanagenent |icense. The
director may require THAT A financial —staterments— STATEMENT PRE-
SCRI BED UNDER THI S ACT BE certified by an i ndependent certified
publ i c account ant.

(11) IF A LICENSEE | S A CORPORATI ON, THE DI RECTOR SHALL NOT
REQUI RE OF THAT CORPORATI ON | NFORMATI ON CONCERNI NG A MEMBER OF
THE BOARD OF DI RECTORS OF THAT CORPORATI ON, | F THAT MEMBER DCES
NOT RECEI VE A SALARY, STOCK DI VI DEND, OR OTHER FI NANCI AL BENEFI T
FROM THAT CORPORATI ON OTHER THAN REI MBURSEMENT OF THE ACTUAL
EXPENSES | NCURRED | N CARRYI NG QUT THE DUTIES OF A DI RECTOR OF
THAT CORPORATI ON.

Sec. 6. (1) —Ypon—the+Htingot—the—-appteation—andpayrent
of —the—fees—and—approval—oft—the bord—thedepartrent—shat-

. . et NN v v
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Senate Bill No. 1056 8

ant—horestty—wthtn—theprovistons—of—thts—act— UPON FI LI NG THE
APPLI CATI ON, RECEI PT OF THE FEES, AND APPROVAL OF THE BOND, THE

DEPARTMENT SHALL | NVESTI GATE THE APPLI CANT' S RESPONSI BI LI TY,
EXPERI ENCE, CHARACTER, AND GENERAL FI TNESS. |F THE RESULT OF THE
| NVESTI GATI ON WARRANTS A BELI EF THAT THE BUSI NESS W LL BE OPER-
ATED FAI RLY AND HONESTLY WTH N THE PROVI SIONS OF THI S ACT, THE
DEPARTMENT SHALL | SSUE A LI CENSE. THE | NVESTI GATI ON OF THE
APPLI CANT SHALL AT LEAST | NCLUDE THE FOLLOW NG AS APPLI CABLE:
(A) IF THE APPLI CANT IS A CORPORATI ON, THE OFFI CERS AND
DI RECTORS OF THE CORPORATI ON.
(B) I'F THE APPLI CANT IS A PARTNERSHI P, ALL THE PARTNERS OF
THE PARTNERSHI P.
(O IF THE APPLI CANT IS AN ASSCCI ATI ON, ALL THE OFFI CERS OF
THE ASSCOCI ATI ON.
(D) I'F THE APPLI CANT IS AN I NDI VI DUAL, THE | NDI VI DUAL.
(2) Alicense shall not be issued if THE | NVESTI GATI ON
REVEALS 1 OR MORE OF THE FOLLOW NG
(a) —Ar— THAT AN i ndivi dual —appH-etant—or—anyof—the
v , I e oy v . " .
on . oy v , e ’ e oy
appteant—+s—a—~corporati+on— LI STED UNDER SUBSECTI ON (1) (A):
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(1) Was ever convicted of a crine involving noral turpitude
—wht-eh—shatH—netude— | NCLUDI NG f orgery, enbezzl enent, obtaining
nmoney under fal se pretenses, |arceny, extortion, conspiracy to
defraud, or any other —++ke— SIM LAR of fense.

(11) Violated or failed to conply with —a—previsten—of— this
act or a rul e —er—erder— pronul gated —er—+ssuet— under this act.

(111) Had a license to engage in the business of debt man-
agenent revoked or suspended for any reason other than failure to
pay licensing fees in this state or another state.

(1v) Defaulted in the paynent of noney collected for others,
i ncl udi ng the discharge of debts through bankruptcy proceedings.
The director may, at his OR HER discretion, waive this restric-
tion if provided with evidence of justifiable cause for the bank-
ruptcy, plus convincing evidence of the fitness of the bankrupt
party to carry out his or her functions under this act.

(b) An individual applicant is not at |east 18 years of age
and a citizen of the United States.

(c) An applicant which is a partnership, corporation, or
associ ation has not been granted authority to do business in this
state.

(d) The applicant is an enpl oyee or owner of a collection
agency as defined in —Aect—No—361of—thePubHec-Acts—of—1974-

FORMER 1974 PA 361, MCL 445.211 TO 445. 245, or process serving
business or in any manner is affiliated with a collection agency

or process serving business. The director may, in his OR HER

04731' 97 (S-2)
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SB 1056, As Passed Senate, May 21, 1998

1056 as anended May 19, 1998 10
di scretion, waive this restriction on a showi ng of sufficient
saf eguards in the operation of the collection agency.

(3) An individual applicant —— OR AN office manager —— or
counsel or OF A DEBT MANAGEMENT COMPANY shall pass an exam nation
within the first —386— 120 days —of— AFTER enpl oynent. THE EXAM -
NATI ON SHALL BE adm nistered by the director or his OR HER
desi gnee. ——whteh— THE exami nation may be oral or witten, or
—par-tty—orat—and—part+y—witten— BOTH, and shall be practical in
nature and sufficiently thorough to ascertain the applicant's

fitness. —destions— THE EXAM NATI ON MAY | NCLUDE QUESTI ONS on
bookkeepi ng, credit adjusting, business ethics, agency, con-
tracts, debtor and creditor rel ationships, trust funds, and the

provi sions of this act and rul es pronul gated —thereunder—ray—be
rretuded—+n—the—examnat+on— UNDER THI S ACT. The director may

charge an exam nation fee of $25.00. —feor—atmnrstering—this
examnatt+on— A PERSON SHALL NOT TAKE THE EXAM NATI ON MORE THAN
TWCE WTH N A 12- MONTH PERI OD

Sec. 8. —At+t+eensee—shatt—before— BEFORE Decenber 1 of each
year, A LICENSEE SHALL nmeke application to the departnent for
renewal of its license. The application shall be on the form
prescribed by the departnment and shall be acconpanied by a fee of
$50. 00 for each office together with a bond I N THE SAME MANNER as
—+A—the—ease—of— an original application. The application shal
cover each —branch— office —whieh— WTH N THI S STATE THAT is
under the ownership and control of the applying entity.

Fi nanci al statenents shall be filed with THE application for

renewal of —debt—ranagenent—+ecenses— A LICENSE. The director

04731' 97 (S-2)
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SB 1056, As Passed Senate, May 21, 1998
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may require THAT THE financial statenments BE certified by an
i ndependent certified public accountant.

Sec. 13. (1) —-At++ecensee—shatt—net—eharge—or—recerve—afee
L ibe 1 I I : I . I I

UPON ESTABLI SHI NG A DEBT MANAGEMENT PLAN FOR A CLI ENT, A LI CENSEE
MAY CHARGE AND RECEI VE A FEE. HOMNEVER, |F 51% I N NUMBER AND
DOLLAR AMOUNT OF ALL THE DEBTOR S CREDI TORS DO NOT CONSENT TO THE
DEBT MANAGEMENT PROGRAM THE FEE SHALL BE RETURNED TO THE CLI ENT
BEFORE CLOSI NG THE ACCOUNT.

(2) —Consents— CONSENT FROM A CREDI TOR shall be recorded on
a separate —format— FORM approved by the director. —ant— THE
FORM shall contain a list of ALL the creditors, the manner in
whi ch consent was sought, the date of each contact, the NAME OF

THE person contacted, the response obtained, any revised or spe-

cial conditions or arrangenents —whieh— THAT condition their con-
sent, and the date —at— ON which the required —consents—were—
CONSENT WAS secured. The —fertat— FORM shal |l contain ot her
informati on THAT the director may PRESCRI BE by rul e or order.

OF A CREDI TOR MAY BE SOUGHT BY SENDI NG A NOTI CE OF A DEBT

04731' 97 (S-2)
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MANAGEMENT PLAN TO A CREDI TOR BY AN APPROPRI ATE MEANS | NCLUDI NG
BY TELEPHONE, FACSIM LE, ELECTRONI C MAIL, OR FI RST- CLASS MAI L.

| F THE CREDI TOR DCES NOT RESPOND W THI N 14 DAYS AFTER THE MAI LI NG
OF THE NOTICE, |IT MAY BE PRESUMED THAT THE CREDI TOR HAS G VEN
CONSENT.

(4) I'F A PAYMENT UNDER THE DEBT MANAGEMENT PLAN IS MAI LED TO
A CREDI TOR, ACCEPTANCE OF THE PAYMENT OR PLAN MAY BE PRESUMED 7
DAYS AFTER MAI LI NG THE PAYMENT.

Sec. 14. (1) A contract between a |licensee and debtor shal
| NCLUDE ALL OF THE FOLLOW NG

(a) —tist—every— EACH creditor to whom paynents will be made
and the amount —ewng—to—that— OAED EACH creditor

(b) -—bBrsetose—therate—and+total— THE maxi num ANNUAL anount
of the |icensee's charges.

(c) —brsetose—the—actual— THE begi nning and endi ng dates of
the contract, THE TERM OF which shall not be |onger than —24— 60
nont hs.

(d) —brsetose—the— THE nunber of nonths and the total prin-
ci pal anount plus approximate interest charges required to liqui-
date in full the debts, except nortgage or |and contract interest
paynments, described in the contract. The |licensee shall provide
—+6— the debtor WTH an estimte of the —affeet—of— EFFECT inter-
est and carrying charges HAVE on the debtor's account.

(e) —brsetose—the— THE nane and address of the |licensee and
of the debtor.

(f) —Contatn—such—other—and—further— OIHER provi sions or
di scl osures —as— THAT the director —shaH—determne— DETERM NES

04731' 97 (S-2)
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are necessary for the protection of the debtor and the proper
conduct of business by —t+he— A |icensee.

(2) —DrstrH I : C ibe det NIV

UNLESS OTHERW SE APPROVED BY THE DEPARTMENT AND EXCEPT FOR AN
AMOUNT DUE FOR 1 OR MORE MONTHLY FEE OR A CLOSEQUT FEE, A

LI CENSEE SHALL DI STRI BUTE TO THE CREDI TORS OF THE DEBTOR, AT
LEAST MONTHLY, ALL MONEY RECElI VED FROM A DEBTOR OR ON BEHALF CF A
DEBTOR.

Sec. 15. (1) Paynents received by a |licensee fromor on
behal f of a debtor for the benefit of —eredgirtors— A CRED TOR
shall be held in trust in a separate bank account maintained for
the benefit of —debters— THE DEBTOR  —Fhet+i+ecensee—shatt—not

payrents—t+ecetrved—iroma—debtor—However—the— A | icensee may
deposit —a—speetf+etd—armount—of— its own —fFunrds— MONEY in the sep-

arate trust account —upon—approval—of—the—dtrector— |F AT ALL
TI MES THE BALANCE | N THE TRUST ACCOUNT | S GREATER THAN THE SUM OF

THE ESCROW BALANCES OF EACH DEBTOR S ACCOUNT. Disbursenents

whet her to the debtor or to the creditors of the debtor — shall
be made fromthe trust account. —Payrenrts— A PAYMENT from a
debtor or on behalf of a debtor shall be deposited in the account
not later than 2 business days after recei pt —thereef— OF THE

04731' 97 (S-2)
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Senate Bill No. 1056 14
PAYMENT. A SWEEP ARRANGEMENT MAY BE UTI LI ZED | F THE ACCOUNT | S
| NSURED FOR 100% OR MORE OF THE BALANCE | N THE ACCOUNT.

(2) The trust account shall be reconciled not |ess than once
a nonth. The reconciliation shall —eenstst—of—ascertatning—
ASCERTAI N t he actual cash balance in the account and —cenfparing—
COMPARE it with the sumof the escrow bal ances in each debtor's

account. —This—shatt—bedonrenot—rore—than45days—after—recetpt

of—the—+Hecensee— THE RECONCI LI ATI ON MAY BE DONE ELECTRONI CALLY
OR BY ANY OTHER APPROPRI ATE METHOD AND SHALL BE DONE NOT MORE
THAN 45 BUSI NESS DAYS AFTER RECEI PT OF THE BANK STATEMENT. AN
ELECTRONI C OR OTHER APPROPRI ATE NOTATI ON OF THE RECONCI LI ATI ON
SHALL BE KEPT AS A PERVMANENT RECORD OF THE LI CENSEE AND SHALL BE
CONSI DERED AS I N COMPLI ANCE WTH THI S SECTI ON.

(3) The trust account shall —at—aH—+t+mes— have an actual
—rum- cash bal ance equal to OR GREATER THAN t he sum of the
escrow bal ances of each debtor's account, and failure to maintain
t hat amount —shatHH—be— IS cause for a sumary suspension of the
license.

(4) —When—the— IF A trust account fails to contain suffi-
cient funds to cover the debtor escrow bal ances, the |icensee
shal | imedi ately upon di scovery — notify the director by tele-
phone or by —tetegraphienetiee—foHowedbyan—-exptanatery
Fetter—angd—ther+eredial—actton—taken— TELEGRAPH. THE LI CENSEE
SHALL ALSO PROVI DE WRI TTEN NOTI CE | NCLUDI NG A DESCRI PTI ON OF THE
REMEDI AL ACTI ON TAKEN.

04731' 97 (S-2)
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SB 1056, As Passed Senate, May 21, 1998

1056 as anended May 19, 1998 15
Sec. 16. A licensee or exenpted person shall DO ALL OF THE
FOLLOW NG

teet+on—of—the—pubte— CREATE AND MAI NTAIN RECORDS, | N A MANNER
APPROVED BY THE DEPARTMENT, WH CH SHALL ALLOW FOR ELECTRONI C,

PHOTOCOPY, OR COVPUTERI ZED METHODS, OF THE ACCOUNTS, CORRESPOND-
ENCE, MEMORANDA, PAPERS, BOCOKS, AND OTHER RECCORDS OF THE DEBT

MANAGEMENT BUSI NESS. THE RECORDS CREATED UNDER THI S SUBDI VI SI ON
SHALL BE PRESERVED FOR AT LEAST 6 YEARS AFTER THEY ARE CREATED.

(b) —bBet+ver—tothedebtor—aconpteted—andstgnred—true—copy
of—the—econtract—between—theH-ecensee—andthedebtor—upon—execu—
tHeon—of—the—contract— MAKE ALL THE RECORDS CREATED AND MAI N-

TAI NED UNDER SUBDI VI SI ON (A) AVAI LABLE FOR EXAM NATI ON BY EXAM N-
ERS OF THE DEPARTMENT AT REASONABLE | NTERVALS OR UPON A SPECI AL
DEMAND OF THE DEPARTMENT.

nott+ee— MAKE REPORTS TO THE DEPARTMENT AS PRESCRI BED BY RULE.

04731' 97 (S-2)
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tdedueted—Frompayrents—and—the—anmount—hetd—+n—reserve— UPON
CONTRACTI NG WTH A DEBTOR, G VE A COPY OF THE CONTRACT TO THE

DEBTOR.
(e) —Net—rore—than—120—days—after—the—datethe—econtract—+s
o i I ol . b

O o o O ey VO v C

a—showtng—of—an—acceptablte—atternattvenot+ee— UNLESS THE
DEPARTVENT ALLOAS AN ACCEPTABLE ALTERNATI VE METHOD, DELIVER A
QE%I \F;IFN-CFBOAAPE\E(I\B/ECN]T? IL:JIIIDQg\IVI RECEI VI NG CASH OR, WTHI N 5 DAYS AFTER
A DEBTOR OR, AT LEAST QUARTERLY BEG NNI NG W TH THE FI RST QUARTER
AFTER CONTRACTI NG W TH A DEBTOR, DELIVER A STATEMENT THAT
| NCLUDES THE DATES AND AMOUNTS RECEI VED AND DI SBURSED ON BEHALF
OF THE DEBTOR
(F) WTHI N 5 BUSI NESS DAYS AFTER A REQUEST FROM A DEBTOR,
PROVI DE A WRI TTEN STATEMENT THAT | NCLUDES ALL OF THE FOLLOW NG
(1) ALL TRANSACTI ONS CONCERNI NG THE MONEY RECEI VED FROM OR

ON BEHALF OF THE DEBTOR.
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(1m1) THE TOTAL AMOUNT PAI D TO EACH CREDI TOR

(1m1) THE TOTAL AMOUNT OF CHARGES DEDUCTED FROM THE PAYMENTS
RECEI VED.

(1v) THE AMOUNT HELD | N RESERVE.

(G UNLESS AN ACCEPTABLE ALTERNATI VE METHOD | S APPROVED BY
THE DEPARTMENT, NOT MORE THAN 120 DAYS AFTER CONTRACTI NG WTH A
DEBTOR, PROVI DE A WRI TTEN STATEMENT TO THE DEBTOR THAT | NCLUDES
ALL OF THE FOLLOW NG

(1) THE TOTAL AMOUNT RECEI VED FROM AND ON BEHALF OF THE
DEBTOR.

(1m1) THE TOTAL AMOUNT PAI D TO EACH CREDI TOR

(111) THE TOTAL AMOUNT DEDUCTED FROM THE PAYMENTS RECEI VED.

(1v) THE AMOUNT HELD | N RESERVE.

(H) AT LEAST ANNUALLY, VERI FY OR CAUSE THE VERI FI CATI ON OF
PAYMENTS TO SELECTED CREDI TOR S ACCOUNTS AND DO OR DESI GNATE 1 OR
MORE PERSONS TO DO ALL OF THE FOLLOW NG

(1) REVI EW EACH DEBTOR S ACCOUNT FI LE.

(11) REVI EW CHECKS PAI D BY THE LI CENSEE.

(111) REVI EW PROCEDURES USED BY THE LI CENSEE FOR PROCESSI NG
CHECKS AND HANDLI NG CASH.

(1v) REVI EW THE COMPLAI NT FI LE MAI NTAI NED BY THE LI CENSEE.

(v) VERI FY PAYMENTS TO SELECTED CREDI TOR ACCOUNTS.

(vi) REVI EW SELECTED COUNSELOR RECORDS AND WORK PAPERS.

Sec. 18. (1) —By—eontract—a— A |icensee —er—person—exenpt

ptrstant—teo—sect+on—4(2—or—4)— nay charge a reasonable fee
—+or— UNDER A debt managenent services CONTRACT. —Fhe—fees—and

charges—of thetH+ecensee—wth—respeet—toadebtor—s—account— A FEE

04731' 97 (S-2)
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shal | not exceed 15% of the anobunt of the debt to be |iquidated
during the express termof the contract. The |icensee —or—pe+rson
exerpt—pursuant—to—seetion—4{2)—or—(4)— may require THE DEBTOR TO
MAKE an initial paynment —by—the—debtoer— of an anmount not nore

t han $25.00, which is part of the total —fees—antd—charges— FEE
stated in the contract. —Fhis—amunt—shalt—bedeductedFfrom

afrount—for—subsequent—+ees—earned— THE | NI TI AL PAYMENT SHALL BE
DEDUCTED FROM THE AMOUNT OF A SUBSEQUENT FEE THAT |'S AMORTI ZED,

| F ANY.
(2) I'n the event of cancellation or default on the per-
formance of the contract by the debtor before its successful com

pl etion, the |icensee —er—person—exenrpt—pursuant—to——section—4(2)
ofr—(4)— may collect $25.00 in addition to fees previously

recei ved. —an—armpunt—egual—to0—$25-06— Thi s —eharge— $25. 00 FEE
does not apply to THE total paynent —ef— UNDER the contract.
—beforethetermof—thecontract—exprres—

(3) A contract —shatt—met—be— IS NOT effective until a
debtor has nmade a paynent to the licensee for distribution to
—hts— THE DEBTOR S creditors.

04731' 97 (S-2)
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FAI LS TO MAKE A PAYMENT TO A LI CENSEE W THI N 60 DAYS AFTER THE
DATE A PAYMENT WAS DUE UNDER A CONTRACT OR FAILS TO MAKE 4 CON-
SECUTI VE PAYMENTS THAT WERE DUE UNDER THE CONTRACT, THE CONTRACT
| S CONSI DERED CANCELED BY THE DEBTOR. A DEBTOR MAY FILE A LETTER
OF CONTI NUATI ON OF THE CONTRACT EVEN | F THE DEBTOR DI D NOT MAKE A
PAYMENT W THI N 60 DAYS AFTER A PAYMENT WAS DUE OR FAI LED TO MAKE
4 CONSECUTI VE PAYMENTS THAT WERE DUE UNDER THE CONTRACT. | F A
LETTER OF CONTI NUATION IS FI LED, THE CONTRACT REMAI NS | N EFFECT.
A CONTRACT BETWEEN A LI CENSEE AND A DEBTOR SHALL CLEARLY PROVI DE
FOR A LETTER OF CONTI NUATI ON BY A DEBTOR. A LETTER OF CONTI NUA-
TION MAY NOT BE FILED WTH A LI CENSEE AT THE BEG NNI NG CF A
CONTRACT.

(5) —+H—at++eensee—contractsfor—recetvess—orfrakes—a

egtat—to—the—anpount—overcharged— A LI CENSEE SHALL NOT CONTRACT
FOR, RECEI VE, OR CHARGE A DEBTOR AN AMOUNT GREATER THAN

AUTHORI ZED BY THIS ACT. A PERSON VWHO VI OLATES THI S SUBSECTI ON

04731' 97 (S-2)
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1 EXCEPT AS THE RESULT OF AN | NADVERTENT CLERI CAL ERROR OR COWMPUTER
2 ERROR, SHALL RETURN TO THE DEBTOR THE AMOUNT OF THE PAYMENTS
3 RECElI VED FROM OR ON BEHALF OF THE DEBTOR AND NOT DI STRI BUTED TO

CREDI TORS, AND, AS A PENALTY, AN AMOUNT EQUAL TO THE AMOUNT
OVERCHARGED.
(6) A LICENSEE OR A PERSON AUTHORI ZED BY AND ON BEHALF COF A

5 LI CENSEE MAY CHARGE A REASONABLE FEE FOR PROVI DI NG ADVI CE OR

MATERI ALS OR MAKI NG A REFERRAL ABOUT DEBT MANAGEMENT. BEFORE A

LI CENSEE OR A PERSON AUTHORI ZED BY AND ON BEHALF OF A LI CENSEE

CHARGES A FEE UNDER THI S SECTI ON, THE LI CENSEE SHALL FILE WTH THE

BUREAU A PLAN SETTI NG QUT THE TYPE OF ADVI CE AND KI ND OF MATERI ALS

OR REFERRALS TO BE PROVI DED, AND THE AMOUNT OF FEES TO BE CHARGED.
Enacting section 1. Section 27 of the debt nmanagenent act,

1975 PA 148, MCL 451. 437, is repeal ed.
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