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L.D. 122

(Filing No. H- 58 )

STATE OF MAINE
HOUSE OF REPRESENTATIVES
114TH LEGISLATURE
FIRST REGULAR SESSION

COMMITTEE AMENDMENT "‘}" to H.P. 87, L.D. 122, Bill, "An Act
Relating to Credit Services Organizations"”

Amend the bill by striking out everything after the enacting
clause and before the statement of fact and inserting in its
place the following:

'Sec. 1. 9-A MRSA §1-301, sub-§5-A, as repealed and replaced
by PL 1987, c. 129, §14, is repealed.

Sec. 2. 9-A MRSA §6-201, as amended by PL 1979, c. 660, §10,
is further amended to read:

§6-201. Applicability

This Part applies to a person engaged in this State in
entering into e¥y--fer--the--purpeses--of--seaetion--6-302--oniy,
arranging-for--the -extension-of consumer credit transactions and
to a person having an office or place of business in this State
who takes assignments of and undertakes direct collection of

payments from or enforcement of rights against debtors arising
from these transactions.

Sec. 3. 9-A MRSA Art. X is enacted to read:
A LE X
R RVICE RGANIZATI
PART 1
GENERAL PROVISIONS

- h i

This article shall be known and may be cited as the "Maine

Credi - Credit rvices Qrganizations.”

10-102. Definjition
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COMMITTEE AMENDMENT "/?" to H.P. 87, L.D. 122

in i rticl unl ntex herwi
indicates, the following terms have the following meanings.
1 "Credi rvices organization."
11) " n n n wh
witl t to the extension of consumer credit by others,
i r vi i by a
e h n mon her le
id : et Follow] " .
mprovi n ! r T h r r
rating:
ngi T n xtensi f credi
r: or
rovidi vi i nce n er with

nci ization ined in
~A - ion :
2 vi lender fin in Titl =A
fon 1o . X

4 r rr 1 i h r i f law
. his S .

(5) Any nonprofit organization exempt from taxation
nder the United s Internal Revenue Cod Section
501(c)(3): or

(6) 2 £ jefined i h
Fair Credit Reporting Act., Title 10, chapter 210.

2 "B - " mean ifi i
i v i 1
examination or survey.
PART 2

ISTRATI AND B IN

§10-201. Registration apnd annual reregistration
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COMMITTEE AMENDMENT "ﬂ" to H.P. 87, L.D. 122

A rson irin engage or continue in business in this

redi vices rganizati s 1l appl he

administrator for registration under this article on or before
by . T i ion 1 in form

r xi dmini r h inistr r may refuse

n hall n ini l1 £ £ 2
A r i 1 ncl .
SLQ—gQZ, Bond
E 1i ion hall b mpani vidence £ a
suret n i m rov nistr r in e
1 for
n n rson rsons w m h e of ion
against a credit services organization,
PART 3
REGULATION PRACTICE
=30 Escrow of fun
Bach c¢redit services organization shall place fees from
n £fi - i n row
W i n T from
m n £
. £ 3 Wit} £ ¢ 13t . . 5
i n £ 3 X i £ redi for
consumers., or provide advice or assistance therefor, "completion

10-302 Requirement for wri n_agreemen

Each agreement between a consumer and a credit gervices
nizati h in writi e i h n T
and shall include the following:
1. £ n il ripti f the service o _be
med r n i i n 11
f full or rti refund o i whether or n
n whi reemen
shall remain _in effect Dbefore return of the fees for
n £ n r i he ns r:
2. e rm nd conditions of paymen including the total

of =all payments to be made by the consumer for the service,
whether to the credit services organization or to some other
r n; an
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COMMITTEE AMENDMENT "‘)" to H.P. 87, L.D. 122

3. The following notice:

NOTICE TOQ CONSUMER: Do not sign this agreement before you
read it. You are entitled to a copy of this agreement.
= n wri i

2 iremen h 1 from nsumer, other
than bona fide 3rd-party fees, be placed in an escrow account: and
irement for wri n igned reement between

- Adv. isin

- Ru kin
The administrator may adopt reasonable rules pursuant to the
Maine Administrative Procedure Act, Title 5, chapter 375, and in
wi i articl vernin redi rvice
5 .
PART 4
1 AND TIE
-4 i ion i jes
Any credit services organization which violates any
isi hi i r_any rule issu h dministrator

igs subiject to the following:

1. After notice and hearing, a cease and desist order from
the administrator:
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COMMITTEE AMENDMENT ”l’" to H.P. 87, L.D. 122

2. After noti nd hearin forfeitur f such protion of
h ir n ion 1 mak riev rti
whole;
3. A_civil action, by the administrator through the
Attorney General, after which a court., upon a finding of repeated
wi i i i i n x
n m ivi han
$5.000: and
4, A _civil action by an aggrieved consumer in which that
e ri ver u rom th redi
rgani i in n i ur b
n 1 han 2 nor mor han 1 1 £ the
i with ney’ .
FISCAL NOTE

The Bureau of Consumer Credit Protection within the
Department of Professional and Financial Regulation will be able
to absorb the <costs of the regulatory requirements within
existing budgeted resources. Dedicated revenue to the bureau
will increase by a minor amount.'

STATEMENT OF FACT

This amendment requires registration and bonding of credit
services organizations, which are defined to include persons who
charge a fee to assist consumers to obtain credit for 3rd
parties, so-called "arrangers of credit"” or "loan brokers", and
persons who charge a fee to improve consumers' credit reports or
ratings, "credit clinics” or "credit repair services'". Arrangers
of credit have historically been required to register with the
Bureau of Consumer Credit Protection, but without any bonding to
protect consumers; credit clinics are not currently required to
register or provide a bond. Both categories of businesses are
growing in Maine, and many consumers have contacted the bureau
with «claims of misrepresentation, nonperformance and fraud.
Arrangers of credit have taken large amounts of money from
consumers without procuring any loans. "Credit clinies" claim to
be able to erase bad credit, then charge fees merely to instruct
consumers to flood credit reporting agencies with ineffective,
frivolous appeals. Increasingly, credit clinics are also
instrumental in setting consumers up with "fully secured” credit
cards, in which consumers deposit $500 with a credit card issuer,
and get a credit card good for up to $500 worth of merchandise in
specific catalogs. With this amendment, Maine would Jjoin
approximately 20 other states in regulating the practices of, and
requiring protective bonds from, credit services organizations.

Reported by the Committee on Business Legislation
Reproduced and distributed under the direction of the Clerk of the

House
4/10/89

(Filing No. H-58)





