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AN ACT to amend sections 2, 7, 8, 9, 11, 12, 14, 19, and 23 of Act No. 224 of the Public A cts of 1966, entitled “An act 

to regulate retail installm ent sales transactions, agreem ents, charges and disclosures; and to provide for the 
enforcement the reo f and penalties for violations,” section 2 as am ended by Act No. 3.3 of the  Public A cts of 1987, section 
9 as amended by Act No. 112 of the Public A cts of 1993, and section 14 as am ended by Act No. 272 of the  Public Acts 
of 1980, being sections 445.852, 445.857, 445.858, 445.859, 445.861, 445.862, 445.864, 445.869, and 445.873 of the Michigan 
Compiled Laws; and to add section 21a.

The People o f  the Sta te o f  M ichigan enact:

Section 1. Sections 2, 7, 8, 9, 11, 12, 14, 19, and 23 of Act No. 224 of the  Public Acts of 1966, section 2 as am ended by 
Act No. 33 of the Public Acts of 1987, section 9 as am ended by Act No. 112 of the Public A cts of 1993, and section 14 as 
amended by Act No. 272 of the Public A cts of 1980, being sections 445.852, 445.857, 445.858, 445.859, 445.861, 445.862, 
445.864, 445.869, and 445.873 of the  Michigan Compiled Laws, are  am ended and section 21a is added to read as follows:

Sec. 2. As used in this act:
(a) “Goods" means all tangible chattels purchased prim arily for personal, family, or household use and not for 

commercial, agricultural, or business use. Goods include chattels th a t are furnished or used for the  modernization, 
rehabilitation, repair, alteration, im provem ent, or construction of real p roperty  so as to become a severable or 
nonseverable p a rt of the property , if those chattels are not covered by the home im provem ent finance act. Act No. 332 
of the Public Acts of 1965, being sections 445.1101 to 445.1431 of the Michigan Compiled Laws. Goods include 
m erchandise certificates or coupons issued by a retail seller tha t a re  not redeem able in cash and tha t are  to be used in 
their face am ount instead of cash, in exchange for goods or services sold by the  seller. Goods do not include a m otor 
vehicle, money, a thing in action, intangible personal property, or the ir equivalent.

(b) “Services” means work, labor, advice, counseling, or instruction if purchased prim arily for personal, family, or 
household use and not for commercial or business use. Services do not include any of the  following:

(i) Work, labor, advice, counseling, or instruction for which the cost is fixed by law or subject to the  approval or 
disapproval of the U nited S tates or this state.

(ii) Educational counseling or instruction provided by an accredited college or university  or a prim ary or secondary 
school providing education required  by the sta te .

(Hi) Counseling o r instruction o f a k indergarten  or nursery  school.
(c) “Motor vehicle” means a self-propelled device by which a person or property  may be tran spo rted  upon a public 

highway. M otor vehicle does not include any of the  following:
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(t) A mobile home as th a t term  is defined ia section 719a of the Michigan vehicle code, A ct No. 300 of the  Public Acts 
of 1949, being section 257.719a of the Michigan Compiled Laws.

(ii) T ractors, motorcycles, tra ilers  and sem itrailers, pow er shovels, road m achinery, agricultural machinery, and 
o ther m achinery not designed prim arily for highway transporta tion  but which incidentally transpo rts  persons or 
property  on a public highway. M otor vehicle also does not include devices th a t move upon or are  guided by a track or 
travel through the air.

(d) “Retail buyer” or “buyer” means a person, who buys or agrees to buy goods or obtain services or agrees to have 
services rendered  or furnished from a retail seller.

(e) “Retail seller” or “seller” means a person regularly  and principally engaged in the  business of selling goods or 
services to retail buyers, but does not include the  services of a professional person licensed by the s ta te  to perform  legal 
or dental services or medical services as a medical doctor or a doctor of osteopathy.

(f) “Retail installm ent transaction” means any transaction in which a retail buyer purchases goods or services from 
a retail seller pursuant to a retail installm ent contract or a retail charge agreem ent th a t  provides for a time price 
differential and under which the buyer agrees to pay the unpaid balance in 1 or m ore installm ents. Retail installment 
transaction does not include a rental-purchase agreem ent as defined in section 2 of the  ren tal-purchase agreem ent act, 
Act No. 424 of the Public Acts of 1984, being section 415.952 of the Michigan Compiled Laws.

(g) “Retail installm ent contract” means an instrum ent en tered  into in this s ta te  evidencing a secured or unsecured 
retail installm ent transaction, and includes a chattel m ortgage, a security  ag reem ent, a conditional sale contract, or a 
bailm ent or lease contract if the bailment or lease contract requ ires the bailee or lessee to pay an am ount equal to or 
g re a te r  than  the value of the bailed or leased good, and additionally provides tha t the  bailee or lessee shall become, for 
no additional consideration or for nominal consideration, the  ow ner of the g o d  upon full compliance with the bailment 
or lease contract. Retail installm ent contract does not include any of the following:

(i) A rental-purchase agreem ent as defined in section 2 of the ren tal-purchase agreem ent act, A ct No. 424 of the 
Public Acts of 1984.

(it) A retail charge agreem ent.
(iii) An instrum ent evidencing a sale made pursuant to a retail charge agreem ent.
(h) “Retail charge agreem ent” means an instrum ent prescribing the term s of a secured or unsecured retail 

installm ent transaction  tha t may be made under the instrum ent from tim e to tim e and under the  te rm s of which a time 
price differential is to be computed in relation to the buyer's unpaid balance from tim e to time.

(i) “Tim e price differential” means the am ount a buyer pays or is required to pay for the  privilege of purchasing 
goods or services in installm ents over a period of time. Time price differential does not include the am ount, if any, 
charged for insurance premiums, delinquency charges, a tto rney  fees, court costs, or official fees, bu t does include all 
o ther charges included in a finance charge as tha t term  is defined in section 106 of chap ter I of the  tru th  in lending act, 
title  I of the  consum er credit protection act, Public Law 90-321, 15 U.S.C. 1605.

(j) “Cash sale price” means the price of a good or service a retail buyer would pay if he or she paid for the good or 
service in cash, and th a t is stated  in a retail installm ent contract or in a sales slip or o th er m em orandum  furnished by 
a retail seller to a retail buyer pursuant to a retail charge agreem ent for th a t good or service. The cash sale price may 
include any taxes and charges for delivery, installation, servicing, repairs, alterations, or im provem ents.

(k) "Official fees" means fees prescribed by law and charged and paid by the  seller or holder for filing, recording, or 
otherw ise perfecting, releasing, or satisfying, a retained title , lien, or o ther security  in te re st created  by a retail 
installm ent transaction.

(0  “Time sale price” means the cash sale price of goods or services and the am ount, if any, included for official fees, 
the  tim e price differential, and, if a separate  identified charge is made, for insurance.

(in) “Principal balance” means the cash sale price of the goods or services covered by a retail installm ent contract 
plus the am ounts, if any, included in the cash sale price if a separate  identified charge is m ade and s ta ted  in the contract 
for insurance or official fees, less the  am ount of the buyer’s down paym ent in money o r goods, or both.

(n) “H older” means the retail seller of goods or services covered by a retail installm ent contract or retail charge 
agreem ent, or his or her assignee.

(o) “Person” means an individual, partnership , join t venture, corporation, association, or o ther legal entity.

Sec. 7. A retail installm ent contract may provide for, and the seller or holder may then charge, collect, and receive 
a tim e price differential tha t does not exceed the ra te  of in terest or its equivalent perm itted  a regulated lender by the 
credit reform  act. The time price differential may be computed on the basis of a full m onth for a fractional portion of a 
m onth in excess of 10 days. A minimum tim e price differential of not more than  $10.00 may be charged, received, and 
collected on each contract, w hether or not the contract is prepaid.
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Sec. 8. (1) N otw ithstanding contrary  provisions of a retail installm ent contract, a buyer may prepay in full the  unpaid 
balance of the retail installm ent contract a t any tim e before its final due date and, if the buyer does so, shall receive a 
refund credit for the prepaym ent, except as provided in section 23. The am ount of the refund credit shall not. be less 
than the am ount tha t would be refunded using the actuarial method.

(2) A refund credit of less than S i.00 need not be made.

Sec. 9. The holder of an installm ent contract or retail charge agreem ent, or retail charge agreem ent including a 
co n trac t subject to section 23, if it so provides, may collect a delinquency and collection charge on each installm ent in 
default for a period of more than  10 days. A delinquency and collection charge is not a liquidated damage.

Sec. 11. (a) If, in a retail installm ent transaction, a retail buyer purchases goods or services from a retail seller from 
whom he or she has previously purchased goods or services under 1 or more retail installm ent contracts, and the 
amounts under the previous contracts have not been fully paid, the subsequent purchases may be included in and 
consolidated w ith 1 or more of the  previous contracts a t the seller’s option. Each subsequent purchase shall be a 
separate retail installm ent contract under this act, notw ithstanding tha t the purchase may be included in and 
consolidated w ith 1 or more previous contracts. All the provisions of this act with respect to retail installm ent contracts 
apply to subsequent purchases except as otherw ise provided in this section.

(b) In the event of consolidation, if the  buyer does not execute a retail installm ent contract respecting  each 
subsequent purchase as provided in this act, the seller may prepare a w ritten  m em orandum  of each subsequent 
purchase and the provisions of section 3 do not apply. U nless previously furnished in w riting to the  buyer by the seller, 
by sales slip, memorandum, or otherw ise, the m em orandum  shall contain item s (1) to (8) of section 3(d) and the 
outstanding balance of the previous contract or contracts, the consolidated tim e balance, and the revised installm ents 
applicable to the consolidated tim e balance, if any. The seller shall delivei to the buyer a copy of the  m em orandum  prior 
to the due date of the first installm ent of the consolidated contract.

(c) W hen subsequent purchases are  made, if the seller has retained title  or taken a lien or o ther security  in te rest in 
any of the goods purchased under any 1 of the contracts included in the consolidation, the  en tire  am ount of all paym ents 
made prior to the  subsequent purchases are  considered to have been applied to the  unpaid tim e balances of the previous 
purchases. Each paym ent a fte r the  subsequent purchase made on the consolidated contract shall be considered to have 
been allocated to all of the various purchases in the same ratio  as the original cash sale prices of the  various purchases 
bear to the total of all. W here the am ount of each installm ent paym ent is increased in connection with subsequent 
purchases, a t the  seller’s option, the  subsequent paym ents may be considered to be allocated as an am ount equal to the 
original periodic paym ent to the previous purchase, the balance to the subsequent purchase. The am ount of a down 
payment on the subsequent purchase shall be allocated in its en tire ty  to the subsequent purchase. This subsection does 
not apply if the previous and subsequent purchases involve equipm ent, parts  or o ther goods attached or affixed to goods 
previously purchased and not fully paid, or to services rendered  by the seller a t the  buyer’s request.

(d) (1) The holder of a retail installm ent contract, upon agreem ent in w riting  w ith the buyer, may extend the 
scheduled due date or defer the  scheduled paym ent of all or of any part, of any installm ent or installm ents payable under 
the contract. A minimum charge of $1.00 for the period of extension or deferral may be made in any case w here the 
extension or deferral charge, when computed a t the ra te  perm itted  a regulated lender by the credit reform  act, am ounts 
to less than $1.00. The agreem ent may also provide for the buyer’s paym ent of the  additional cost to the  holder of the 
contract of prem ium s for continuing in force until the end of the  period of extension or deferral any insurance coverage 
provided for in the contract. The extension or deferral shall be confirmed in w riting by the  holder.

(2) The holder of a retail installm ent contract, upon agreem ent in w riting w ith the  buyer, may refinance the paym ent 
of the unpaid tim e balance of the contract by providing for a new schedule of installm ent paym ents. The holder may 
charge and contract for the paym ent of a refinance charge by the buyer and collect and receive the refinance charge, 
but the refinance charge shall be based upon the  am ount refinanced, plus any additional cost of insurance and of official 
fees incident to the refinancing, a fte r  the deduction of a refund or credit in an am ount equal to tha t to which the buyer 
would have been entitled under section 8, if he or she had prepaid in full his or h er obligations under the  contract or 
contracts, computed w ithout allowance for any minimum earned finance charge. The refinance charge shall not exceed 
the ra te  of in te re st or its equivalent perm itted  a regulated lender by the credit reform  act. The refinancing agreem ent 
shall se t forth the am ount of the unpaid tim e balance to be refinanced, the am ount of any refund credit, the am ount to 
be refinanced a fte r the deduction of the refund credit, any additional prem ium s paid for insm-ance and of official fees to 
the buyer, the am ount of the finance charge under the refinancing agreem ent, the  new unpaid tim e balance, and the new 
schedule of installm ent paym ents.

Sec. 12. (a) A retail charge agreem ent shall be in w riting  and signed by the buyer or the authorized rep resen tative 
of the buyer. A copy of an agreem ent executed on or a fte r March 10. 1967 shall be delivered or mailed to the buyer 
before the  date  on which the first paym ent is due under the  agreem ent. An acknow ledgm ent by the  buyer of delivery 
of a copy of the agreem ent contained in the  body of the agreem ent shall be in a size equal to a t least 10-point boldfaced 
type and shall appear directly above the buyer’s signature or the  signature of the authorized rep resen ta tive  of the

3



buyer. An agreem ent executed on or after March 10,1967 shall not be signed by the buyer when it contains blank spaces 
for essential provisions of the  transaction. The buyer’s acknowledgm ent of delivery of a copy of an agreem ent in 
accordance w ith this section is presum ptive proof, in any action or proceeding, of the  delivery and th a t the  agreement, 
when signed, did not contain a blank space. All retail charge agreem ents executed on or a fte r March 10, 1967 shall state 
the  maximum am ount and ra te  of the  tim e price differential to be charged and paid pursuant to the  agreem ents. An 
agreem ent shall contain substantially  the following notice printed or typed in a size equal to a t  least 10-point boldfaced 
type. “Notice to the  buyer—Do not sign this agreem ent before you read it or if it contains blank spaces. You are  entitled 
to a copy of the  agreem ent you sign.”.

(b) The buyer under the  retail charge agreem ent shall prom ptly be supplied w ith a s ta tem en t if as of the  end of a 
monthly period, which need not be a calendar month, o r o ther regu lar period agreed upon in w riting, the re  is an unpaid 
balance under the  agreem ent. The s ta tem en t shall contain all of the following:

(1) The unpaid balance under the  retail charge agreem ent a t the beginning and a t the end of the  period.
(2) The cash sale price of each purchase by the  buyer during the  period and, unless a sales sli; a memorandum of 

each purchase is a ttached  to the sta tem ent, the purchase or posting date, a b rie f description, or identification of each 
purchase.

(3) The paym ents m ade by the buyer and any o ther credits to the  buyer during the  period.
(4) The am ount, if any, of any tim e price differential for th a t period.
(5) A sta tem en t th a t the  buyer a t any tim e may pay his or her total unpaid balance or any p a rt of th a t  balance.
(c) A re ta il charge agreem ent may provide for, and the seller or holder may then  charge, collect, and receive, a time 

price differential for the  privilege of paying in installm ents under the ag reem ent a t a ra te  not g re a te r  than the rate 
perm itted  a regulated  lender by the  credit reform  act. The tim e price differential under th is subsection shall be 
computed on all am ounts unpaid under the  agreem ent from month to m onth, which need not be calendar months, or 
o ther regu lar periods; bu t if the  regu lar period is o ther than a m onthly period, the  tim e price differential may be 
com puted proportionately . The tim e price differential may be computed for all unpaid balances w ithin a range of $10.00 
or less on the  basis of the  median am ount within tha t range if as so com puted the  tim e price differential is applied to all 
unpaid balances w ithin tha t range. A minimum tim e price differential of not more than  70 cents p e r  m onth may be 
charged, received, and collected.

(d) The tim e price differential for purchases made under a retail charge ag reem ent shall not be com puted or imposed 
on an am ount charged for the  sale of goods or services until those goods or services have been delivered to the 
purchaser of the goods or services. If  the tim e price differential is charged before delivery of the  goods or services, the 
charges applied before the  delivery date  shall be adjusted upon the request of the  purchaser in accordance w ith chapter 
4 of the tru th  in lending act, title  I of the consum er credit protection act, Public Law 90-321, 15 U.S.C. 1666 to 1666j.

(e) A retail charge agreem ent may also provide for the paym ent of an a tto rn ey ’s reasonable fee if it is referred  for 
collection to  an a tto rney  not a salaried employee of the holder of the retail charge agreem ent or holder of an unpaid 
balance under the  agreem ent, and for court costs.

Sec. 14. (1) Any of the  following provisions contained in a retail installm ent contract or retail charge agreem ent are 
void and unenforceable:

(a) In the  absence of the  buyer’s default in the  perform ance of any of the  buyer’s obligations, the  holder may 
accelerate the  m atu rity  of a p a rt or all of the am ount owing.

(b) A pow er of a tto rney  is given to confess judgm ent in this s ta te , or an assignm ent of w ages is given.
(c) The seller or holder or o ther person acting on the  seller’s or holder's behalf is given au thority  to en te r upon the 

buyer’s prem ises unlawfully or to commit a breach of the  peace in the repossession of goods.
(d) The buyer waives a righ t of action against the seller or holder or o th er person acting on the seller’s or holder’s 

behalf, for an illegal act com m itted in the collection of paym ents under the  contract or agreem ent or in th °  repossession 
of goods.

(e) The buyer executes a pow er of attorney  appointing the seller or holder, or o ther person acting on the seller’s or 
holder’s behalf, as the  buyer’s agent in collection of paym ents under the  contract or agreem ent o r in the  repossession 
of goods.

(f) The buyer agrees not to asse rt against the seller or against an assignee a claim or defense arising  out of the sale.
(g) An agreem ent by the buyer to pay liquidated damages.
(2) A seller shall not deny an application for a retail installm ent contract or retail charge agreem ent based in whole 

or in p a rt upon the  geographic location of the residence of the applicant.
(3) Subsection (2) shall not preclude a seller from doing any of the following:
(a) Lim iting its retail installm ent contracts or retail charge agreem ents to residen ts of this s ta te  or to all counties 

contiguous to the  county in which the  business is located, and including tha t county of location.
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(b) Denying an application for a retail installm ent contract or retail charge ag reem ent, if the s to re  a t the location to 
which the application is made gives equal consideration to all applicants who reside in th a t s to re ’s trad e  area, with 
respect to the  geographic location of the residence of each applicant. As used in this subdivision, “trade  a rea” includes 
the places of residence of all regu lar custom ers of the store.

(c) Denying an application for a retail installm ent contract or retail charge agreem ent if the  seller m aintains a 
co n sis ten t credit evaluation system  w ithin a t least 2 contiguous counties, and th a t system  does not take into 
consideration the  geographic location of the  residence of an applicant in determ ining w hether the applicant should be 
granted or denied a retail installm ent contract or retail charge agreem ent, and the seller does not g ran t a retail 
installment contract or retail charge agreem ent in any o ther county.

(d) Researching paym ent and repaym ent ra te s  in selected geographic locations for the purpose of detecting 
causative factors.

(4) Subsection (2) shall not apply to a seller whose annual gross receip ts for sales of goods and services w ithin this 
state are less than  $2,000,000.00.

(5) A retail seller shall not require as a condition of approving the  re ta il installm ent transaction  th a t the  retail buyer 
contract for 1 or more financial services offered by the retail seller or a particular service prov ider designated by the 
retail seller.

(6) Subsection (5) does not preclude a retail seller from offering a combination of 2 or more services under prices or 
term s th a t are  more favorable to the retail buyer than the prices or term s the  services would be offered separately.

Sec. 19. (1) The a tto rney  general, the  prosecuting a tto rney  for the  county w here an alleged violation occurred, or a 
borrower may bring  an action against a retail seller to do 1 or m ore of the  following:

(a) Obtain a declaratory  judgm ent th a t a method, act, or practice of a re ta il seller is a violation of this act.
(b) Enjoin a retail seller who is engaging o r about to engage in a method, act, or pi'nctice th a t is a violation of this

act.
(c) Recover $1,000.00 and actual dam ages if the alleged violation of th is act was com m itted by a re ta il seller for a 

noncredit card arrangem ent or $1,500.00 and actual dam ages if the  alleged violation involved any o ther credit 
arrangem ents.

(d) Recover reasonable attorney  fees and the  costs in connection w ith bringing an action under this act if the  retail 
seller is found to have violated this act.

(e) In an action brought by the a tto rney  general o r a county prosecutor, recover a civil fine of not more than 
$10,000.00 if the retail seller is found to have willfully and knowingly violated th is act and $20,000.00 if the  retail seller 
is found to have persistently  violated this act.

(2) Except for a violation described in section 12, a retail seller who violates th is act in the  extension of credit to a 
borrow er or buyer shall not recover any in te re st or o ther charges in connection with the extension of credit. The 
borrow er or buyer may recover reasonable a tto rney  fees and court costs for enforcing this subsection or in defending 
against a cause of action brought by a retail seller who has violated this act.

(3) The a tto rney  general or a borrow er may bring a class action on behalf of persons injured by a violation of this
act.

See. 21a. A retail seller is not liable for a violation of this act if the  retail seller has fully complied w ith the federal 
truth-in-lending act, Public Law 90-321, 15 U.S.C. 1601 to 1607e and shows th a t the  violation was an unintentional and 
bona fide e rro r notw ithstanding the m aintenance of procedures reasonably adopted to avoid the e rro r. Exam ples of a 
bona fide e rro r include clerical, calculation, com puter malfunction, program m ing, or p rinting  e rro rs . An e rro r in legal 
judgm ent with respect to a person’s obligations under th is act is not a bona fide e rro r. A violation of th is act resulting 
from a bona fide e rro r may be corrected in the same m anner as provided for in section 130(b) of the truth-in-lending 
act, 15 U.S.C. 1640(b). The burden of proving tha t a violation was an unintentional and bona fide e rro r is on the retail 
seller.

Sec. 23. Instead of a tim e price differential computed on the original principal balance, the seller may charge from 
time to tim e a tim e price differential consisting of in te rest on the am ount of the  unpaid principal balance of the contract. 
The transaction  is subject to this act as modified by the following provisions:

(a) The num ber and am ount of installm ent paym ents required  to  be s ta ted  under section 3 may be estim ated for 
purposes of this section assuming tha t each scheduled paym ent is m ade on the  date  it is due and in the scheduled 
amount.

(b) The holder of the contract has the  option of deferring  in te re st charges th a t  accrue due to installm ent paym ents 
being received la ter than the periodic installm ent due date. The deferred  in te re st charge shall be com puted on the basis 
of additional in te re st charges accruing for late installm ent paym ents and appropria te  in te re st reductions for installm ent
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paym ents m ade before the  due date. On contracts providing for equal m onthly installm ents, if the  final installm ent is 
m ore than  105% of a previous installm ent as a resu lt of the deferred in te re st charges, the  installm ent buyer shall be 
given the  option to pay the  deferred  in te re st charges not less than 25 days a fte r the  da te  the  last installm ent payment 
is due.

(c) I f  the  en tire  principal balance is prepaid in full, together with all in te re st incurred to the  date  of prepaym ent, the 
balance of the  original tim e price differential shall be canceled and the  provisions of section 8 respecting  a refund credit 
shall not be applicable.

Section 2. This am endatory  act shall not take effect unless House Bill No. 4614 of the  88th L egislature is enacted 
into law.

Clerk of the  House of R epresen tatives.

S ecretary  of the  Senate.

A pproved

Governor.
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