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SB664, As Passed House, June 7, 2000

HOUSE SUBSTI TUTE FOR
SENATE BI LL NO. 664

A bill to anmend 1975 PA 148, entitled
"Debt managenent act,”
by amendi ng sections 2, 3, 4, 5, 6, 8, 11, 12, 13, 14, 15, 16,
17, 18, 19, and 22 (MCL 451.412, 451.413, 451.414, 451.415,
451. 416, 451.418, 451.421, 451.422, 451.423, 451.424, 451.425,
451. 426, 451.427, 451.428, 451.429, and 451.432).

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 2. As used in this act:

the—department—of—comrerce— "BUSI NESS OF DEBT MANAGEMENT" MEANS
PROVI DI NG OR OFFERI NG TO PROVI DE DEBT MANAGEMENT TO 1 OR MORE

RESI DENTS OF THI S STATE.
(b) "Counselor” neans an enpl oyee or agent of a |licensee who

engages i n —schedulHng,— counseling —— and budget anal ysis
functions AND SCHEDULI NG OF DEBTOR S FUNDS
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Senate Bill No. 664 2

(c) "Creditor"™ means a person for whose benefit —moneys—are—
MONEY IS being collected and di sbursed by a |icensee. —TFhe— A
licensee is not a creditor for purposes of this act.

(d) "Debt managenent" neans the planni ng and managenent of
the financial affairs of a debtor and the recei pt of —funds—
MONEY fromthe debtor for distribution to —ereditors— A CRED TOR
in paynment or partial paynent of the debtor’s obligations.

(e) "Debtor" nmeans a person from whom —rmoneys—are— MONEY | S
bei ng collected for the benefit of —ereditors— A CREDI TOR of the
debt or.

(f) "Departnent” means the —departrrent—of—comrerce— OFFI CE
OF FI NANCI AL AND | NSURANCE SERVI CES.

(g) "Director"” nmeans the —direetor— COVWM SSI ONER of the
depart ment —of—comrerece— or his OR HER aut hori zed
representative.

(h) "Fees and charges of the |icensee" neans the total
anount of noney to be charged a debtor by the licensee, including
the $25.00 initial paynent AND ANY CHARGES FOR ADVI CE, MATERI ALS,
OR REFERRALS.

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

(j) "Licensee" neans —an—individual—partnership,—unincor=
porated—association,—or——corporation— A PERSON | i censed under this
act TO PERFORM DEBT MANAGEMENT SERVI CES AND LOCATED | NSI DE OR

OUTSI DE THE BOUNDARI ES OF THI S STATE. —Except—as—to——sections
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(k) "Ofice" nmeans each | ocation by street name, building
nunber, city, and state where a person engages in the BUSI NESS OF
debt nmanagenent. —business—

() "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.

(m "Person" nmeans an individual, —a— corporation, —a— part-
nershi p, —an— association, —a— joint stock conpany, —a— trust
where the interests of the beneficiaries are evidenced by a

security, LIMTED LIABILITY COWANY, or —an—unincorporated

organizat+on— OTHER LEGAL ENTI TY.
(N) "SWEEP ARRANGEMENT" MEANS AN ARRANGEMENT THAT PROVI DES

FOR A TEMPORARY OR PERVMANENT TRANSFER OF FUNDS FROM 1 TRUST
ACCOUNT TO ANOTHER TRUST ACCOUNT WHEN A PREDETERM NED TI ME,
ACCOUNT BALANCE, OR OTHER CONDI TI ON OCCURS OR |'S FULFI LLED.
Sec. 3. (1) —A EXCEPT AS PROVIDED IN SUBSECTION (2), A
person engaged in the business of debt managenent —shatt—be
deemed—to—be— | S rendering a financial planning service

—fequirng—a—debt—ranagerment— AND MUST OBTAIN A |icense —or

exenptton,—but—thts—proviston—shalt— UNDER THI S ACT.
(2) SUBSECTION (1) DCES not apply to the follow ng when

engaged in the regular course of their respective businesses and
pr of essi ons:

(a) —Attorneys— AN ATTORNEY at |aw, |F PROVI DI NG DEBT MAN-
AGEMENT ADVI CE | NCI DENTAL TO H'S OR HER LAW PRACTI CE.

(B) A CERTI FI ED PUBLI C ACCOUNTANT, | F PROVI DI NG DEBT
MANAGEMENT ADVI CE | NCI DENTAL TO H' S OR HER ACCOUNTI NG PRACTI CE.

01396’ 99 (H 2)
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(O (b ks—F-duciaries . w . : : ’
and—eredi-t—untons;—as— A BANK, FI DUCI ARY, SAVI NGS AND LQOAN I NSTI -
TUTION, OR CREDIT UNION duly authorized and admitted to transact
business in this state and performng credit and financi al
adjusting service in the regular course of —thetr— ITS principa
busi ness.

(D) —fe)y—Titteinsurers—andabstract——conpanies— A TITLE
| NSURER OR ABSTRACT COWVPANY, while doing an escrow busi ness.

(E) d movyees—and—agen O efrsees—or—exenp
persons— AN EMPLOYEE OR AGENT OF A LICENSEE, acting solely in the
capacity of agent for the |licensee. —or—exenpt—person—

(F) —(ey—Judieciral—off+ecers—or—others— A JUDI Cl AL OFFI CER OR
PERSON acti ng under court —orders— ORDER

Sec. 4. (1) After January 1, 1976, a person LOCATED W THI N
OR OQUTSI DE OF THE BOUNDARI ES OF THI S STATE shall not engage in
t he busi ness of debt managenment w thout first obtaining a license
—or—exenption—order— as required in this act. A contract of debt
managenent as defined by this act made by —an—untiecensed— A
per son —stat+—be— WTHOUT A LICENSE IS null and void.

01396’ 99 (H 2)
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(2) |4)— A person who is perform ng a debt nmanagenent serv-
ice and receiving conpensation primarily from governnmental organ-
i zations, governnentally sponsored organi zations, charitable
trusts, or foundations tax exenpt pursuant to section 501(c) of
t he —nternal—Revenue—Code—of—1954,—as—amended— | NTERNAL REVENUE
CODE OF 1986, upon a show ng of safeguards in the handling of
debtor funds, nay be granted an exenption from any provision of

this act if the exenption is found to be in the public interest.

Sec. 5. (1) —Aperson—desiringtoobtarn—aticenseto
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23 coverageresults— AN APPLI CANT FOR A LI CENSE TO ENGAGE I N THE
24 BUSI NESS OF DEBT MANAGEMENT SHALL FI LE AN APPLI CATI ON W TH THE
25 DI RECTOR I N VRI TI NG AND UNDER OATH THAT | NCLUDES ALL OF THE

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

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

(i) I'F THE APPLI CANT IS AN ASSOCI ATION, I TS OFFI CERS AND
DI RECTORS.

(1) I'F THE APPLI CANT IS A PARTNERSHI P, | TS PARTNERS.

(iv) IF THE APPLICANT IS A LIMTED LIABILITY COMPANY, ITS
MANAGER OR MANAGERS.

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

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

(C© ONE OR MORE OF THE FOLLOW NG, AS APPLI CABLE:

(1) I'F THE APPLI CANT IS A CORPORATI ON, A COPY OF THE ARTI -
CLES OF | NCORPORATI ON.

(i) I'F THE APPLI CANT IS AN ASSOCI ATI ON, A COPY OF THE ORGA-
NI ZATI ONAL DOCUMENTS OF THE ASSOCI ATI ON.

(i) I'F THE APPLI CANT IS A PARTNERSHI P, A COPY OF THE PART-
NERSHI P AGREEMENT.

(iv) IF THE APPLI CANT IS A LIMTED LI ABILITY COWANY, A COPY
OF THE ARTI CLES OF ORGANI ZATI ON.

01396’ 99 (H 2)
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of—the—bureat— 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 FOR EACH
OFFI CE.

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

(C) FURNISH A SURETY BOND TO THE PEOPLE OF THE STATE OF
M CHI GAN. THE AMOUNT OF THE SURETY BOND MUST EQUAL OR EXCEED THE
TOTAL AMOUNT OF M CHI GAN CLI ENTS' FUNDS | N THE APPLI CANT' S OR
LI CENSEE' S TRUST ACCOUNT AT THE TI ME OF APPLI CATI ON FOR LI CENSE
OR RENEWAL, AS DETERM NED BY THE DEPARTMENT, BUT I N NO EVENT
SHALL A SURETY BOND BE LESS THAN $25, 000. 00 OR BE GREATER THAN
$100, 000. 00. THE SURETY BOND SHALL BE CONDI TI ONED UPON THE
FAl THFUL ACCOUNTI NG OF ALL MONEY COLLECTED UPON ACCOUNTS
ENTRUSTED TO A LI CENSEE ENGAGED | N THE BUSI NESS OF DEBT MANAGE-
MENT OR THE LI CENSEE' S EMPLOYEES AND AGENTS. THE SURETY BOND
SHALL BE APPROVED BY THE DEPARTMENT. | N LIEU OF A SURETY BOND,
THE DEPARTMENT MAY BY RULE PROVI DE FOR AN APPROPRI ATE DEPOSI T OF
CASH OR SECURI TIES, A LETTER OF CREDI T, OR THE ASSI GNVENT OF COV-
ERAGE OF OTHER BONDS | F THE DEPARTMENT | S SATI SFI ED THAT COW
PARABLE OR MORE EXTENSI VE COVERAGE RESULTS.

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

(3) SERVI CE OF PROCESS UPON THE DI RECTOR SHALL BE CONS| DERED
SERVI CE UPON AN APPLI CANT OR LI CENSEE, | NCLUDI NG AN APPLI CANT WHO
COVPLI ES W TH OR FAI LS TO COMPLY W TH SUBSECTI ON (2) (D).

01396’ 99 (H 2)
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(4) —(3)—Fhe— UNLESS SURRENDERED, REVOKED, OR SUSPENDED, A
i cense issued under this act —shatt—exptre— EXPI RES on Decenber

31 — oHowno s—sstance—untess—soone b rendered evoked

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

(5) A licensee shall —mrake— CREATE, maintain, and preserve
accurate and conpl ete books and records relating to —hts— THE
LI CENSEE S busi ness. —These— THE books and records shall be

—kept—cur+rent— MAI NTAI NED according to generally accepted
accounti ng —standards—and procedures— PRINCI PLES. A |icensee or
an applicant —fer—a+tiecense— shall —furnrsh—witten—noticeto—
NOTI FY t he —bureat—specifying— DEPARTMENT I N WRI TI NG OF t he

addr ess —of the—pltace— where —those— THE books and records are
—tobe— kept. —-A-change—of— IF A LI CENSEE CHANGES THE | ocati on
of —these— THE BOOKS AND records, —shatt—be—reportedpromtiyto—
THE LI CENSEE SHALL NOTI FY t he —bureat— DEPARTMENT | N WRI TI NG

W THI N 10 BUSI NESS DAYS AFTER THE CHANGE. The director nmay pre-
scribe by rule or order the formand contents of books and

records relating to a |icensee’ s —debt—ranagerent— busi ness.

01396’ 99 (H 2)
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(6) —Financial—staterents—shatt—befited— AN APPLI CANT SHALL
FILE A FI NANCI AL STATEMENT wi th an application for A debt manage-
ment |icense. The director may require THAT THE fi nanci al
—statenments— STATEMENT BE —eertifi+ed— AUDI TED OR REVI EVED by an
i ndependent certified public accountant.

(7) 1'F A LI CENSEE HAS A BOARD OF DI RECTORS OR THE EQUI VA-
LENT, THE DI RECTOR SHALL NOT REQUI RE THAT THE LI CENSEE PROVI DE
I NFORMATI ON CONCERNI NG A MEMBER OF THE BOARD OF DI RECTORS OR
EQUI VALENT, NOR REQUI RE THAT THE MEMBER SATI SFY THE EXAM NATI ON
PROVI SIONS OF THI'S ACT, |IF THAT MEMBER DOES 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 CAR-
RYI NG QUT THE DUTI ES OF A DI RECTOR OF THAT CORPORATI ON.

Sec. 6. (1) —Ypon—thetHtingof theapptiecation—andpayrment

wi-thi-n—the—provistons—of—this—act— UPON RECElI VI NG THE APPLI CA-
TI ON AND APPROVI NG THE FEES AND SURETY BOND, THE DEPARTMENT SHALL

I NVESTI GATE THE APPLI CANT' S RESPONSI BI LI TY, EXPERI ENCE, CHARAC-
TER, AND GENERAL FI TNESS. | F THE RESULT OF THE | NVESTI GATI ON
WARRANTS A BELI EF THAT THE BUSI NESS W LL BE OPERATED FAI RLY AND

01396’ 99 (H 2)
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HONESTLY W THI N THE PROVI SI ONS OF THI S ACT, THE DEPARTNMENT SHALL
| SSUE A LI CENSE. THE | NVESTI GATI ON OF THE APPLI CANT SHALL AT
LEAST | NCLUDE | NVESTI GATI ON OF THE FOLLOW NG AS APPLI CABLE:

(A) IF THE APPLI CANT IS A CORPCRATI QN, I TS OFFI CERS AND
DI RECTORS.

(B) I'F THE APPLI CANT IS A PARTNERSHI P, | TS PARTNERS.

(C© |IF THE APPLI CANT IS AN ASSCCI ATI ON, | TS OFFI CERS.

(D) IF THE APPLICANT IS A LIMTED LIABILITY COWPANY, ITS
MANAGER OR MANAGERS.

(E) I'F THE APPLI CANT IS ANY OTHER LEGAL ENTITY, I TS MANAGER
OR OTHER PERSON DESI GNATED TO CONTROL THE OPERATI ON OF THAT LEGAL
ENTI TY.

(2) Alicense shall not be issued if THE | NVESTI GATI ON
REVEALS 1 OR MORE OF THE FOLLOW NG
(a) —An— THAT AN i ndi vi dual —appticants—or—any—of—the

apptteant—+s—a—corporation— | NVESTI GATED UNDER SUBSECTI ON (1)
MEETS ANY OF THE FOLLOW NG

(i) Was ever convicted of a crine involving noral turpitude
—whi-ch—shalH—nectude— | NCLUDI NG f orgery, enbezzl enent, obtai ning
noney under fal se pretenses, |arceny, extortion, conspiracy to
defraud, or any other —+ike— SIM LAR of fense.

(i) Violated or failed to conply with —a—proevision—of— this
act or a rule —oer—order— pronul gated —or—+ssued— under this act.

01396’ 99 (H 2)
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(iii) Had a license to engage in the business of debt
managenent revoked or suspended for any reason other than failure
to pay licensing fees in this state or another state.

(iv) Defaulted in the paynent of noney collected for others,
i ncludi ng the discharge of debts through bankruptcy proceedi ngs.
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 —whieh— THAT is a partnership, corporation
—or— LIM TED LI ABI LI TY COMPANY, associ ation, OR OTHER LEGAL
ENTI TY REQUI RED BY STATUTE TO OBTAI N AUTHORI TY TO DO BUSI NESS | N
TH' S STATE 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 —Act—No—361of thePublic-Acts—of 1974~

SECTI ON 901 OF THE OCCUPATI ONAL CODE, 1980 PA 299, MCL 339.901,

or process serving business or in any manner is affiliated with a
col | ecti on agency or process serving business. The director may,
in his OR HER discretion, waive this restriction on a show ng of
sufficient safeguards in the operation of the collection agency.

(3) An —indivi . .

APPLI CANT SHALL PASS AN EXAM NATI ON ADM NI STERED BY THE DI RECTOR
OR H S OR HER DESI GNEE BEFORE THE DI RECTOR GRANTS A LI CENSE TO

01396’ 99 (H 2)
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THE APPLI CANT UNDER THI S ACT. A COUNSELOR shall pass an

exam nation within the first 180 days of enpl oynent adm ni stered
by the director or his OR HER desi gnee. ——which— THE exam nati on
may be oral or witten, or partly oral and partly witten, and
shall be practical in nature and sufficiently thorough to ascer-
tain the applicant’s fitness. Questions on bookkeeping, credit
adj usting, business ethics, agency, contracts, debtor and credi-
tor relationships, trust funds, and the provisions of this act
and rul es pronul gated —thereunder— UNDER THI S ACT may be i ncl uded
in the exam nation. The director may charge an exam nation fee
of $25.00 for administering this exam nation.

Sec. 8. —Aticensee—shalt—before— BEFORE Decenber 1 of each
year, —trake— A LI CENSEE SHALL FILE AN application —to— WTH the
departnment for renewal of its license. The application shall be
on the formprescribed by the departnent and shall be acconpanied
by a fee of $50.00 for each office together with a SURETY bond IN
THE SAME MANNER as —+f—the—case—of— an original application. The
application shall cover each branch office —whiech— THAT is under
t he ownership and control of the applying entity. Financi al
statenments shall be filed with THE application for renewal of
—debt—managenent—ti+censes— A LICENSE. The director may require
THAT THE financi al statenents BE —certified— AUDI TED OR REVI EVWED
by an i ndependent certified public accountant.

Sec. 11. —Att+eense—shalt— ALL OF THE FOLLOW NG APPLY TO A
LI CENSE:

(a) Be—+n— THE DI RECTOR SHALL PRESCRI BE the form and size

—prescribed—bythe—dirrector— OF A LI CENSE

01396’ 99 (H 2)
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(b) —Show- A LI CENSE SHALL SHOWthe nane of the |licensee and
the address at which the business of debt managenent is to be
conduct ed.

(c) —Show- A LICENSE SHALL SHOWthe date of expiration of
the license as Decenber 31, and show ot her —sratter— | NFORVATI ON
prescri bed by the director.

(d) Wiile in force, —be— THE LI CENSE SHALL at all tinmes BE
conspi cuously displayed in the outer office of the —debt—rranage—
ment—agency— LI CENSEE or branch —thereof— OFFI CE OF THE
LI CENSEE.

(e) Net—be— A LICENSE IS NOT transferabl e or assignable.

(f) —Be— A LICENSE SHALL BE surrendered to the —bureau—
DEPARTMENT within 5 days after the date that the |licensee either
ceases TO ENGAGE I N the BUSI NESS OF debt managenment —business— or
has its |icense revoked.

Sec. 12. Before —any— A contract is —drawr—up— FORVED
between a |icensee and a debtor, a thorough and witten budget

anal ysis shall be conpil ed —-on—a—formapproved—-bythedirector

A COPY DELIVERED to the debtor. A licensee shall not accept an
account unless a witten and thorough budget anal ysis indicates
that the debtor can reasonably neet the requirenments required by
the budget anal ysis. THE BUDGET ANALYSI S SHALL CONTAIN ALL OF
THE FOLLOW NG | NFORVATI ON ABOUT THE DEBTOR:

(A) NAMVE AND ADDRESS.

01396’ 99 (H 2)
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(B) MARI TAL STATUS AND NUVBER OF DEPENDENTS.

(C AMOUNT AND SOURCE OF ALL EMPLOYMENT COVPENSATI ON,
PAYMENTS FROM GOVERNVENT PROGRAMS, CHI LD SUPPORT AND ALI MONY PAY-
MENTS, AND OTHER | NCOVE.

(D) NUMBER OF EXEMPTI ONS CLAI MED ON THE DEBTOR S MOST RECENT
FEDERAL | NCOVE TAX RETURN.

(E) GROSS | NCOVE PER PAY PERI OD, TYPE AND AMOUNT OF ALL PAY-
ROLL DEDUCTI ONS, AND NET | NCOVE PER PAY PERI OD.

(F) MONTHLY HOVE MORTGAGE OR RENTAL PAYMENT. |F THE HOVE
MORTGAGE PAYMENT DCES NOT | NCLUDE AN ESCROW FOR REAL ESTATE
TAXES, THE BUDGET ANALYSI S SHALL CONTAI N THE AMOUNT AND DUE DATES
OF THE REAL ESTATE TAXES ON THE PROPERTY.

(G TYPE AND AMOUNT OF ALL OTHER FI XED PERI ODI C PAYMENTS.

(H TYPE AND AMOUNT OF FOOD, CLOTHI NG UTILITY, VEH CLE,
| NSURANCE, AND ALL OTHER LI VI NG EXPENSES.

(1) LIST OF CREDI TORS | NCLUDED I N THE PLAN.

(J) A DESCRI PTI ON OF AND AMOUNT OWED FOR ANY QUTSTANDI NG
GARNI SHVENTS AND JUDGVENTS.

(K) PERI CDI C AMOUNT AVAI LABLE FOR PAYMENT TOMARD A DEBT MAN-
AGEMENT PLAN.

Sec. 13. (1) —At+Hicensee—shalt—mot—chargeor—recerve—afee

UPON ESTABLI SHI NG A DEBT MANAGEMENT PLAN FOR A DEBTOR, A LI CENSEE
MAY CHARGE AND RECEI VE AN I NI TIAL FEE OF $25.00. HOAEVER, UNLESS
51% OR MORE | N NUMBER AND DOLLAR AMOUNT OF ALL THE DEBTOR S

01396’ 99 (H 2)
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CREDI TORS CONSENT TO THE DEBT MANAGEMENT PROGRAM W THI N 45 DAYS
OF ESTABLI SHI NG THE DEBT MANAGEMENT PLAN, THE FEE SHALL BE
RETURNED TO THE DEBTOR AND THE DEBTOR S ACCOUNT CLOSED.

(2) —Consents— CONSENT FROM A CREDI TOR shal |l be recorded on
a separate —formats—approved—-bythedirrector—and— FORM THE FORM
shall contain —a— ALL OF THE FOLLOW NG

(A) Alist of ALL the creditors. ——the—

(B) THE manner in which consent was sought. ——the—

(C THE date of each contact. —

(D) THE NAME OF the person contacted, —the—response— IF
APPLI| CABLE.

(E) THE RESPONSE obt ai ned ——any— FROM THE PERSON CONTACTED.

(F) ANY revised or special conditions or arrangenents
—whieh— THAT condi ti on —their+— THE consent. ——and—the—

(G THE date —at— ON which the required —consents—were—
CONSENT WAS secured. —The—format——shalH—contarn—other—nformation

hedi I | | .

OF A CREDI TOR MAY BE SOUGHT BY SENDI NG A NOTI CE OF A DEBT MANAGE-
MENT PLAN TO A CREDI TOR BY AN APPROPRI ATE MEANS | NCLUDI NG BY
TELEPHONE, FACSIM LE, ELECTRONIC MAIL, OR FIRST-CLASS MAIL. IF
THE CREDI TOR DOES NOT RESPOND W THI N 14 DAYS AFTER THE SENDI NG OF

01396’ 99 (H 2)
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THE NOTICE, |IT MAY BE PRESUMED THAT THE CREDI TOR HAS G VEN
CONSENT.

(4) 1'F A PAYMENT UNDER THE DEBT MANAGEMENT PLAN IS SENT TO A
CREDI TOR, ACCEPTANCE OF THE PAYMENT OR PLAN MAY BE PRESUMED 7
DAYS AFTER SENDI 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 —owing—to—that— OAED EACH creditor.

(b) —Dbirsetosetherateand—totat—maximum- THE TOTAL anount
of the licensee’ s charges.

(c) —Dbirsetosethe—actual— THE begi nning and endi ng dates of
the contract. —which—shatt—rmot—betonger—than—24—rmonths—

(d) —Dbirsetose—the— THE nunber of nonths and the total prin-
ci pal anmount plus approximate interest charges required to liqui-
date in full the debts, except nortgage or |and contract interest

paynments, described in the contract. —ThetHicensee—shatt—provide

(e) —Dbirsetose—the— THE nane and address of the |icensee and
of the debtor.

(f) —Contarn—such—other—and—further— OTHER provi si ons or
di scl osures —as— THAT the director —shatt—determne— DETERM NES
are necessary for the protection of the debtor and the proper
conduct of business by —the— A |licensee.
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UNLESS OTHERW SE APPROVED BY THE DEPARTMENT AND EXCEPT FOR AN
AMOUNT DUE FOR 1 OR MORE MONTHLY FEES OR A CLOSEQUT FEE, A

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

Sec. 15. (1) —Payrents— SUBJECT TO SUBSECTI ON (5), PAYMENTS
received by a licensee fromor on behalf of a debtor for the ben-
efit of —ereditors— A CREDI TOR shall be held in trust in a sepa-
rat e —bank— account naintained for the benefit of —debtors— THE
LI CENSEE' S M CHI GAN CLI ENTS AT A FI NANCI AL | NSTI TUTI ON WHOSE
DEPOCSI TS ARE | NSURED BY AN AGENCY OF THE UNI TED STATES

director— D sbursenents whether to the debtor or to the credi-
tors of the debtor —— shall be nmade fromthe trust account.
—Payrrents— A PAYMENT from a debtor or on behalf of a debtor shall
be deposited in the account not |ater than 2 business days after
recei pt —thereof— OF THE PAYMENT. A SWEEP ARRANGEMENT MAY BE
UTI LI ZED | F THE TRUST ACCOUNT IS I NSURED FOR 100% OR MORE OF THE
BALANCE I N THE TRUST ACCOUNT.
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(2) The trust account shall be reconciled not |ess than once
a nonth. The reconciliation shall —censtst—of—ascertarning—
ASCERTAI N t he actual cash bal ance in the account and —conrparing—
COWARE it with the sumof the escrow bal ances in each debtor’s
account .

of the+i+ecensee— THE RECONCI LI ATI ON MAY BE DONE ELECTRONI CALLY
OR BY ANY OTHER APPRCOPRI 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 PERMANENT RECORD OF THE LI CENSEE AND SHALL BE
CONSI DERED AS | N COVPLI ANCE WTH THI S SECTI ON. EACH TRUST
ACCOUNT SHALL BE | NDI VI DUALLY SCHEDULED I N A LI CENSEE' S RECONCI L-
I ATI ON RECORDS.

(3) The trust account shall at all tinmes have an actual
—mnAtrom- cash bal ance equal to OR GREATER THAN the sum of the
escrow bal ances of each debtor’s account, and failure to nmaintain
that anobunt —shalt—be— IS cause for a summary suspension of the
| i cense.

(4) —WwWhen—the— IF A trust account fails to contain suffi-
cient funds to cover the debtor escrow bal ances, the |icensee

shall imedi ately upon di scovery —— notify the director by
t el ephone, i i
tetter—andtheremediat—actiron—taken— FACSI M LE, ELECTRON C

MAI L, OR OTHER METHOD APPROVED BY THE DEPARTMENT. THE LI CENSEE
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SHALL ALSO PROVI DE WRI TTEN NOTI CE | NCLUDI NG A DESCRI PTI ON OF THE
REMEDI AL ACTI ON TAKEN.

(5) I'F THE TRUST ACCOUNT DESCRI BED I N SUBSECTION (1) IS
MAI NTAI NED AT A FI NANCI AL | NSTI TUTI ON DESCRI BED | N SUBSECTI ON (1)
LOCATED QUTSIDE OF THI S STATE, THE LI CENSEE SHALL FURNI SH A
SURETY BOND OR | RREVOCABLE LETTER OF CREDIT TO THE PEOPLE OF THE
STATE OF M CH GAN | N AN AMOUNT EQUAL TO OR EXCEEDI NG 100% OF THE
AVERAGE AMOUNT OF DEPOSI TS HELD IN THE TRUST ACCOUNT FROM MONTH
TO MONTH AND I N A FORM APPROVED BY THE DEPARTMENT. THI S REQUI RE-
MENT IS I N ADDI TI ON TO AN APPLI CANT' S OBLI GATI ON UNDER SECTI ON
5(2) (0.

Sec. 16. A |licensee —or—exenpted—person— shall DO ALL OF
THE FOLLOW NG

tection—of —the—publiec— CREATE AND MAI NTAI N RECORDS OF THE
ACCOUNTS, CORRESPONDENCE, MEMORANDA, PAPERS, BOCKS, AND OTHER

RECORDS OF THE DEBT MANAGEMENT BUSI NESS. | F THE LI CENSEE ELECTS
NOT TO RETAIN ORI G NAL RECORDS, THE LI CENSEE MAY UTI LI ZE
ELECTRONI C, PHOTOCOPY, OR COVPUTERI ZED METHODS OF RECORD
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KEEPI NG THE LI CENSEE SHALL PRESERVE THE RECORDS CREATED UNDER
THI' S SUBDI VI SI ON FOR AT LEAST 6 YEARS AFTER THEY ARE CREATED.

tHronof thecontract— MAKE ALL THE RECORDS CREATED
TAI NED UNDER SUBDI VI SI ON (A) AVAI LABLE FOR EXAM NATI
ERS OF THE DEPARTMENT.

AND MAI N-
ON BY EXAM N-

(© UPON CONTRACTI NG WTH A DEBTOR, G VE A COPY OF THE CON

TRACT TO THE DEBTOR
(D)
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DELI VER A RECEI PT
TO A DEBTOR UPON RECEI VI NG CASH FROM A DEBTOR OR WTHI N 3 BUSI -
NESS DAYS AFTER RECEI VI NG A NONCASH PAYMENT FROM A DEBTOR, AND AT
LEAST MONTHLY BEG NNI NG W TH THE FI RST MONTH AFTER CONTRACTI NG
W TH A DEBTOR DELI VER A STATEMENT THAT | NCLUDES THE DATES AND
AMOUNTS RECEI VED AND DI SBURSED ON BEHALF OF THE DEBTOR.

(E) WTH N 5 BUSI NESS DAYS AFTER A REQUEST FROM A DEBTOR,
PROVI DE A WRI TTEN STATEMENT THAT | NCLUDES ALL OF THE FOLLOW NG

(i) ALL TRANSACTI ONS CONCERNI NG THE MONEY RECEI VED FROM OR
ON BEHALF OF THE DEBTOR.

(ii) THE TOTAL AMOUNT PAI D TO EACH CREDI TOR

(iii) THE TOTAL AMOUNT OF CHARCES DEDUCTED FROM THE PAYMENTS
RECEI VED.

(iv) THE AMOUNT HELD I N RESERVE.

(F) AT LEAST EVERY 90 DAYS AFTER CONTRACTI NG W TH A DEBTOR,
PROVI DE A WRI TTEN STATEMENT TO THE DEBTOR THAT | NCLUDES ALL OF
THE FOLLOW NG

(i) THE TOTAL AMOUNT RECEI VED FROM AND ON BEHALF CF THE
DEBTOR.

(ii) THE TOTAL AMOUNT PAI D TO EACH CREDI TOR

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

(iv) THE AMOUNT HELD I N RESERVE.

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

(i) REVI EW EACH DEBTOR' S ACCOUNT FI LE.
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(1) REVI EW CHECKS PAI D BY THE LI CENSEE.

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

(iv) REVI EW THE COVPLAI NT FI LE MAI NTAI NED BY THE LI CENSEE.

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

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

(H IF A CONTRACT WTH A DEBTOR | S LAWFULLY SCOLD, TRANS-
FERRED, OR ASSI GNED TO A LI CENSEE FROM ANOTHER LI CENSEE, FURN SH
TO THE DEBTOR A WRI TTEN NOTI CE OF THE SALE, TRANSFER, OR
ASSI GNVENT.  THE NOTI CE SHALL CONTAI N THE NAME AND ADDRESS OF THE
LI CENSEE AND THE NAME OF THE COUNSELOR AUTHORI ZED BY THE LI CENSEE
TO MANAGE THE CONTRACT.

Sec. 17. The departnment nay exam ne, w thout notice, the

condition and affairs of a |licensee. —or—exenpted—person— In

connection with an exam nation, the departnment may exam ne on

oath a |icensee —or—exenpted—persom,— and any director, officer,
enpl oyee, custoner, creditor, MANAGER, MEMBER, PARTNER, or stock-
hol der of the |icensee —or—exenpted—person— concerning the

affairs and business of the |icensee. —or—exempted—person— The
departnment shall ascertain whether the |icensee —or—exenpted

person— transacts its business in the manner prescribed by this
act and the rules pronul gated under this act. The |icensee —ot
exenpted—person— shall pay the actual cost of the exam nation as
determ ned by the departnment, which fee shall be deposited in the
state treasury to the credit of the departnent. Failure to pay
the exami nation fee within 30 days after receipt of demand from
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the departnment shall automatically suspend the |license of the
licensee until the fee is paid.

Sec. 18. (1) By —contract—a— A |icensee —or—person—exenpt
purstuant—to—section4(2)—or—(4)— may charge a reasonable fee
—for— UNDER A debt nmanagenent services CONTRACT. The fees and
charges of the |licensee —wth—respect—toadebtor—s—account—
shall not exceed 15% of the anmount of the debt to be |iquidated
during the express termof the contract. The |icensee —or—person
exenpt—pursuant—to—section—4(2)—or—4)— may require THE DEBTOR TO
MAKE an initial paynent —by—the—debtoer— of —an—amount— not nore
than $25.00, which is part of the —tetal— fees and charges
—stated—in—the—contract— OF THE LI CENSEE

MENT MAY BE DEDUCTED FROM THE AMOUNT OF A SUBSEQUENT FEE THAT 1S
AMORTI ZED, | F ANY.

(2) —+n— EXCEPT FOR A CANCELLATI ON DESCRI BED | N SUBSECTI ON
(3), FOR WHI CH A LI CENSEE MAY NOT COLLECT THE ADDI TI ONAL FEE
DESCRI BED I N THI S SUBSECTI ON, IN the event of cancellation or
default on the performance of the contract by the debtor before

its successful conpletion, the |icensee —or—person—exenpt—pursu=
ant—to—section4(2y—or(4)— may collect $25.00 in addition to

fees AND CHARGES OF THE LI CENSEE previously recei ved. —an—amount
eqtal—t0—$25- 00— Thi s —chargedoesnot—appty tototal—/payrent—of

the—contract—beforethetermof—the—contract—expires— $25. 00 FEE
I'S NOT SUBJECT TO THE 15% LI M TATI ON ON FEES AND CHARGES OF THE

LI CENSEE | N SUBSECTI ON (1).
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(3) A contract —shalt—rmot—be—effectiveuntit—a— 1S I N EFFECT
VWHEN I T IS SI GNED BY THE LI CENSEE AND THE DEBTOR AND THE debt or
has made a paynent to the licensee. THE DEBTOR HAS THE RI GHT TO
CANCEL THE CONTRACT UNTIL 12 M DN GHT OF THE TH RD BUSI NESS DAY
AFTER THE FI RST DAY THE CONTRACT IS I N EFFECT BY DELI VERI NG WRI T-
TEN NOTI CE OF CANCELLATI ON TO THE LI CENSEE. —for—distribution—to

tinuation—of—the—contract—under—this—subsecti+on— | F A DEBTOR

FAI LS TO MAKE A PAYMENT TO A LI CENSEE W THI N 60 DAYS AFTER THE
DATE A PAYMENT | S DUE UNDER A CONTRACT, THE CONTRACT IS CONSI D
ERED CANCELED BY THE DEBTOR. A DEBTOR MAY FILE A LETTER OF CON-
TI NUATI ON OF A CONTRACT EVEN | F THE DEBTOR DI D NOT MAKE A PAYMENT
W TH N 60 DAYS AFTER A PAYMENT WAS DUE. ALL OF THE FOLLOW NG
APPLY TO A LETTER OF CONTI NUATI ON OF A CONTRACT:
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(A) A DEBTOR MAY FILE ONLY 1 LETTER OF CONTI NUATION WTH A
LI CENSEE FOR ANY CONTRACT.

(B) A LETTER OF CONTI NUATI ON MUST CONTAI N A DETAI LED EXPLA-
NATI ON OF THE REASON OR REASONS FOR THE M SSED PAYMENT OR
PAYMENTS.

(C A CONTRACT FOR VWHI CH A LETTER OF CONTI NUATI ON THAT MEETS
THE REQUI REMENTS OF THI S SUBSECTION IS FI LED REMAINS | N EFFECT
AND SUBJECT TO CANCELLATI ON FOR ANY FUTURE FAI LURE TO MAKE A PAY-
MENT OR PAYMENTS AS DESCRIBED IN THI S SUBSECTI ON.

(D) A CONTRACT BETWEEN A LI CENSEE AND A DEBTOR SHALL CLEARLY
PROVI DE FOR 1 LETTER OF CONTI NUATI ON BY A DEBTOR.

(E) A DEBTOR MAY NOT FILE A LETTER OF CONTI NUATION WTH A
LI CENSEE AT THE BEGQ NNI NG OF A CONTRACT.
(5) —+H—aticensee—contracts—for,—recerves,—or—makes—a

egqual—to—the—anount—overcharged— A LI CENSEE SHALL NOT CONTRACT
FOR, RECEIVE, OR CHARGE A DEBTOR AN AMOUNT GREATER THAN AUTHO

RI ZED BY THIS ACT. A PERSON WHO VI OLATES THI S SUBSECTI ON, EXCEPT
AS THE RESULT OF AN | NADVERTENT CLERI CAL OR COVPUTER ERROR, SHALL
RETURN TO THE DEBTOR THE AMOUNT OF THE PAYMENTS RECEI 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.
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Sec. 19. A licensee —or—exenpted—person— shall not DO ANY
OF THE FOLLOW NG

(a) Purchase froma creditor any obligation of a debtor

(b) Execute a contract or agreenent to be signed by the
debtor unless the contract or agreement is fully and conpletely
filled in and finished.

(c) Lend noney or credit except under a plan approved by the
—bureat— DEPARTIVENT.

(d) Take a confession of judgnent or power of attorney to
confess judgnent agai nst the debtor or appear as the debtor in a
judicial proceeding.

(e) Receive or charge a fee in the formof a prom ssory note
or other prom se to pay, or receive or accept a nortgage or other
security —for—any— | N REAL OR PERSONAL PROPERTY FOR A fee, —as—to
real—or—personal—property,— or both.

(f) Take, concurrent with the signing of the contract or as
a part of the contract or as part of the application for the con-
tract, a release of an obligation to be perforned on the part of
the |icensee.

(g) Ofer, pay, or give any cash, fee, gift, bonus, prem -
ums, reward, or other conpensation to a person for referring a
prospective custonmer to the licensee. A PAYMENT BY THE LI CENSEE
FOR THE LAWFUL SALE, TRANSFER, OR ASSI GNVENT OF A CONTRACT TO THE
LI CENSEE FROM ANOTHER LI CENSEE |'S NOT SUBJECT TO THI S
SUBDI VI SI ON.

(h) Receive any cash, fee, gift, bonus, premium reward, or
ot her conpensation froma person other than the debtor or a
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person in the debtor’s behalf in connection w th —his—activities
as—at+tcensee— THE LI CENSEE' S BUSI NESS OF DEBT MANAGEMENT, except
under a plan approved by order of the —bureat— DEPARTMENT

(i) Disclose the debtors who have contracted with the
| icensee other than to the director or his OR HER aut horized rep-
resentative, or disclose the creditors of a debtor to anyone
ot her than the debtor, or the director or his OR HER authorized
representative, or another creditor of the debtor and then only
to the extent necessary to secure the cooperation of the creditor
in a debt managenent pl an.

(i) —Advertisehis—s

soever—wherein— USE OR PERM T THE USE OF a fal se, m sl eading, or
deceptive statenment or representation with regard to the services
—tobe—performedby— OR CHARGES OF the |icensee —or—the—charges
tobermade—therefor— | N ANY ADVERTI SEMENT, DI SPLAY, BROADCAST, OR
OFFER OF THE LI CENSEE' S SERVI CES.

(k) Use an advertisenment —which— THAT gi ves a tel ephone
nunber or post office box without identifying the |icensee and
—hi-s—business— THE LI CENSEE' S OFFI CE addr ess.

(1) Use advertisenents containing ANY OF THE FOLLOWN NG
representations: —that—

(1) THAT the licensee will provide funds to pay bills or

prevent attachnents. —;
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(i) THAT a certain paynent schedule will handle a certain
anount or range of indebtedness. — i ; ;
repossesstons—

(1) THAT GARNI SHMVENT, ATTACHVENT, REPOSSESSI ON, or | oss of
job will be prevented.

(m Fail to provide to the debtor the full benefit of a com
prom se of a debt arranged by the licensee with a creditor.

(n) I'n connection with the making of a debt managenent con-

tract —— or WTH operation of the debtor’s account:

(1) Enpl oy any device, scheme, or artifice to defraud.

(ii) Make any untrue statenment of a material fact or omt to
state a material fact necessary in order to nmake the statenents
made, in the light of the circunstances under which they are
made, not m sl eadi ng.

(iii) Engage in any act, practice, or course of business
—whiech— THAT operates or would operate as a fraud or deceit upon
any person.

(O CONDUCT THE BUSI NESS OF DEBT MANAGEMENT W THOUT A SURETY
BOND, OR DEPOSI T OR ASSI GNVENT SATI SFACTORY TO THE DEPARTMENT | N
LI EU OF A SURETY BOND, AS DESCRIBED I N SECTI ON 5(2), I N PLACE.

Sec. 22. (1) The director may pronul gate rul es PURSUANT TO
THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL
24. 201 TO 24. 328, make specific decisions, MAKE orders and rul -

i ngs —inetuding—therern— THAT | NCLUDE demands and findi ngs, and

take other necessary action for the inplenmentati on and enforce-

ment of this act. —Ruates—promutgatedby thedirector—under—this
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3 (2) THE DI RECTOR MAY IN H'S OR HER DI SCRETI ON PROVI DE FOR
4 ELECTRONI C FI LI NG OF ANY DOCUMENT FI LED W TH THE DI RECTOR OR
5 DEPARTMENT UNDER THI S ACT.
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