130th Maine Legislature
An Act To Protect Consumers against Predatory Lending Practices
L.D. 522
An Act To Cap Interest Rates for Consumer Debt
[bookmark: _AMEND_TITLE__a94f820c_8dfb_48e3_9be4_19][bookmark: _PAGE__1_faf9c9e2_8f6e_4798_b52c_370bcf0][bookmark: _PAR__2_17d30cd4_d85b_44e0_8feb_c44cabc5]L.D. 522
[bookmark: _PAR__3_c9dac761_7bc4_4cae_befb_50743415]Date:	(Filing No. S-         )
[bookmark: _PAR__4_e6d130b2_8149_4c36_b96c_bc244449]HEALTH COVERAGE, INSURANCE AND FINANCIAL SERVICES 
[bookmark: _PAR__5_a9a2acf2_89ac_4b2c_92c8_72722f5d]Reproduced and distributed under the direction of the Secretary of the Senate.
[bookmark: _PAR__6_6291b9e0_7f51_472b_98bc_0a44424e]STATE OF MAINE
[bookmark: _PAR__7_8642b89d_79c6_4e5e_b775_23cb2dd9]SENATE
[bookmark: _PAR__8_b3857940_09b5_4668_afdb_1cde6783]130TH LEGISLATURE
[bookmark: _PAR__9_ae4bae8c_f0e3_4316_a18d_2aa0f1f2]FIRST SPECIAL SESSION
[bookmark: _PAR__10_4e3c3b2f_3f1a_4b8a_9beb_118298e]COMMITTEE AMENDMENT “      ” to S.P. 205, L.D. 522, “An Act To Cap Interest Rates for Consumer Debt”
[bookmark: _INSTRUCTION__451b7688_c825_410a_bc44_43][bookmark: _PAR__11_9858a4d6_b1f4_483d_b63c_cfc3656]Amend the bill by striking out the title and substituting the following:
[bookmark: _PAR__12_e5b21f73_7c21_48bd_9e9a_5a32ef6]'An Act To Protect Consumers against Predatory Lending Practices'
[bookmark: _INSTRUCTION__43fe3e59_359a_45e3_97f3_23][bookmark: _PAR__13_e707dc39_f1d9_4246_978e_58958f6]Amend the bill by striking out everything after the enacting clause and inserting the following:
[bookmark: _PAR__14_a2f913c0_e1f0_4e2a_88d8_32d0749]'Sec. 1.  9-A MRSA Art. 2, Pt. 7 is enacted to read:
[bookmark: _PAR__15_e5be0488_e1e2_49ac_b7f1_8e1867a]PART 7
[bookmark: _PAR__16_253a37b8_e692_4b49_96f8_503437b]FRAUDULENT PRACTICES
[bookmark: _PAR__17_5dcf2cf2_f302_43e3_8d65_cb00ad8]§2-701. Engaging in pretense to evade requirements of this Article prohibited
[bookmark: _PAR__18_fd3553f3_dd8d_4be4_85c5_a1c9d4b]An entity covered by this Article may not engage in any device, subterfuge or pretense to evade the requirements of this Article, including, but not limited to, making a loan disguised as a personal property sale and leaseback transaction, disguising loan proceeds as a cash rebate for the pretextual installment sale of goods or services or making, offering, assisting or arranging a debtor to obtain a loan with a greater rate of interest, consideration or charge than is permitted by this Article through any method.  A loan made in violation of this Part is void and uncollectible as to any principal, fee, interest or charge.
[bookmark: _PAR__19_c0c71252_700b_47cc_848a_24d2be4]§2-702.  Purporting to act as agent or service provider for another entity exempt from this Article
[bookmark: _PAR__20_e53f73e7_5f58_45d0_aca6_7905bfb]A person is a lender subject to the requirements of this Article notwithstanding the fact that the person purports to act as an agent or service provider or in another capacity for another entity that is exempt from this Article, if, among other things: 
[bookmark: _PAR__21_512dd6cb_3810_4053_95f1_5575e67]1.  The person holds, acquires or maintains, directly or indirectly, the predominant economic interest in the loan;
[bookmark: _PAGE__2_80c4a80e_259a_46c9_ade1_35006a7][bookmark: _PAR__2_d5491687_9db2_49c1_bbd6_3ca86652]2.  The person markets, brokers, arranges or facilitates the loan and holds the right, requirement or first right of refusal to purchase the loan or a receivable or interest in the loan; or 
[bookmark: _PAR__3_0594b31f_c1b4_4f6c_8971_2b18d0e2]3.  The totality of the circumstances indicate that the person is the lender and the transaction is structured to evade the requirements of this Article. Circumstances that weigh in favor of a person being a lender include, without limitation, when the person:
[bookmark: _PAR__4_c0e55688_c178_4517_aa75_ca3ffc0e]A.  Indemnifies, insures or protects an exempt entity for any costs or risks related to the loan; 
[bookmark: _PAR__5_71e8b5ef_c6f3_46ea_bbb8_eca425b8]B.  Predominantly designs, controls or operates the loan program; or 
[bookmark: _PAR__6_c2f1203f_893c_4a45_8f0c_52fd0eaa]C.  Purports to act as an agent or service provider or in another capacity for an exempt entity while acting directly as a lender in other states.
[bookmark: _PAR__7_b242f5a3_7a5d_4eee_9621_efd30f4e]Sec. 2.  9-A MRSA §5-201, sub-§2, as amended by PL 1993, c. 496, §1, is further amended to read:
[bookmark: _PAR__8_614add15_a5d8_47d8_825d_9bc8230d]2.   If a creditor has violated the provisions of this Act applying to authority to make supervised loans, section 2‑301, the debtor is not obligated to pay any application fee, prepaid finance charge or closing cost, nor the loan finance charge owed for the first 12 months of the loan.  If the debtor has paid any part of the application fee, prepaid finance charge, closing cost or loan finance charge owed for the first 12 months of the loan, the debtor has a right to recover the payment from the person violating this Act or from an assignee of that person's rights who undertakes direct collection of payments or enforcement of rights arising from the debt. With respect to violations arising from loans made pursuant to open-end credit, no action pursuant to this subsection may be brought more than 2 years after the violation occurred. With respect to violations arising from other loans, no action pursuant to this subsection may be brought more than one year after the due date of the last scheduled payment of the agreement pursuant to which the charge was paid.
[bookmark: _PAR__9_5a062ccb_7c1f_4fd3_8428_47086756]Sec. 3.  9-A MRSA §5-201, sub-§2-A is enacted to read:
[bookmark: _PAR__10_ec154212_4c50_4caf_89ce_9a9d06a]2-A.   If a lender has violated the provisions of this Act applying to authority to make supervised loans as set forth in section 2-301, the lender:
[bookmark: _PAR__11_bd176616_2d69_400b_9ef9_12e4a86]A.  May not furnish information concerning a debt associated with that violation to a consumer reporting agency, as defined in Title 10, section 1308, subsection 3; and
[bookmark: _PAR__12_084c66c7_2b45_4794_a698_e80b57b]B.  May not refer a debt associated with that violation to a debt collector, as defined in Title 32, section 11002, subsection 6.
[bookmark: _PAR__13_e8e55dea_8f23_4cb7_b2ff_e69f285]Sec. 4.  Short-term, small dollar loan study.  The Department of Professional and Financial Regulation, Bureau of Consumer Credit Protection shall study the use by Maine residents of short-term, small dollar loans in accordance with this section. In conducting the study, the bureau shall seek input from consumer advocates, regulators in other states, federal regulatory agencies, members of the lending industry and other interested parties.
[bookmark: _PAR__14_30f22e38_9288_405d_9215_526cae9]1.  At a minimum, the study must include the following:
[bookmark: _PAR__15_fb95732f_783b_4e34_bbf5_4df0699]A.  A survey of the laws of other New England states related to maximum interest rates, permitted fees and finance charges and other provisions regulating consumer debt;
[bookmark: _PAGE__3_e5c98435_aa9a_4334_854b_6b23d6f][bookmark: _PAR__2_f9e98d76_9134_45c7_8145_c4a6fa46]B.  A survey of other policies that help consumers avoid the debt trap, including prohibitions on postdated checks or loan limits accompanied by cooling-off periods;
[bookmark: _PAR__3_bcb632c4_65bf_4dbf_8117_e735cf2e]C.  A review of complaints from Maine consumers and a survey of credit counselors and nonprofit organizations that provide legal or other assistance to Maine consumers to provide insight into the types of debt that are causing the most difficulty to Maine consumers; and
[bookmark: _PAR__4_2fe3440d_1921_4c16_a70e_921644b7]D.  An analysis of the extent to which lenders and other entities use the provisions of the Maine Revised Statutes, Title 9-A, section 2-201, subsection 6 to receive a minimum charge on short-term, small dollar loans and the impact of those minimum charges on overall interest rates charged to Maine consumers.
[bookmark: _PAR__5_28f76e9f_4c50_49e8_a49d_bf78da05]2.  The bureau shall submit the report, including any suggested legislation, to the Joint Standing Committee on Health Coverage, Insurance and Financial Services no later than December 1, 2021.  The Joint Standing Committee on Health Coverage, Insurance and Financial Services may submit a bill to the Second Regular Session of the 130th Legislature in response to the report.'
[bookmark: _INSTRUCTION__739ce679_5a03_42fb_b8ea_9e][bookmark: _PAR__6_c14102c7_d9f0_4ca4_a28d_082e9bb9]Amend the bill by relettering or renumbering any nonconsecutive Part letter or section number to read consecutively.
[bookmark: _SUMMARY__e7881a9f_c6c1_44bc_a02d_0634df][bookmark: _PAR__7_411ce2cc_8de6_420d_96fb_368ac6b8]SUMMARY
[bookmark: _PAR__8_7e0bf842_e6a4_4efe_bb64_69d54707]This amendment replaces the bill and changes the title.  The amendment prohibits certain actions in the making of consumer loans to protect consumers from fraudulent practices and other violations of the Maine Consumer Credit Code.  The amendment provides that the debtor is not obligated to pay a loan if the creditor has violated any provision and further prohibits a creditor from furnishing any information concerning the debt to a consumer reporting agency or referring the debt to a debt collector. 
[bookmark: _PAR__9_3fb4c1e9_d8b1_4b4a_882f_b8af44b2]The amendment also requires the Department of Professional and Financial Regulation, Bureau of Consumer Credit Protection to conduct a study of the use by Maine residents of short-term, small dollar loans and submit the report to the Legislature by December 1, 2021.
[bookmark: _FISCAL_NOTE_REQUIRED__913b5e1d_5872_4db][bookmark: _PAR__10_9475e32e_12a7_4878_be8c_f407601]FISCAL NOTE REQUIRED
[bookmark: _PAR__11_f29706ba_c81a_4960_84f1_4f0cc6e](See attached)
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