SB 489, As Passed Senate, July 10, 2001

SUBSTI TUTE FOR
SENATE BI LL NO. 489

A bill to amend 1939 PA 21, entitled
"Regul atory | oan act of 1963,"
by anmending the title and sections 1, 2, 3, 4, 5, 6, 7, 8, 9, 10,
11, 12, 12a, 12c¢, 12d, 13, 13a, 14, 1l4a, 15, 17, 18, and 21
(MCL 493.1, 493.2, 493.3, 493.4, 493.5, 493.6, 493.7, 493.8,
493.9, 493.10, 493.11, 493.12, 493.12a, 493.12c, 493.12d, 493. 13,
493. 13a, 493.14, 493. 14a, 493.15, 493.17, 493.18, and 493.21),
the title and section 17 as anmended by 1980 PA 392, sections 1,
10, 13, and 13a as anended by 1996 PA 184, sections 2, 7, 8, 12c,
and 21 as anended by 1992 PA 71, sections 4, 11, 12, 12a, and 14
as anmended by 1991 PA 14, and section 18 as anended by 1995
PA 165, and by addi ng section 15a; and to repeal acts and parts
of acts.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 2
TI TLE
An act to define and regul ate the busi ness of nmaking regul a-
tory loans; to permt the |icensing of persons engaged in that
busi ness;

for—a—paymrent—of —aregutatory—+toan— to provi

de for the adm ni s-
of rules; —toautho—

Sec. 1. (1) —Except—asotherwrse providedbythis—act,—a
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 3
to487 2072 of theMehigan—Conmpited—+taws— TH S ACT SHALL BE
KNOAN AND MAY BE Cl TED AS THE "REGULATORY LOAN ACT".

(2) As used in this act:
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 4

(A) "ADVERTI SI NG' MEANS PUBLI SHI NG OR BROADCASTI NG OR
CAUSI NG TO BE PUBLI SHED OR BROADCAST, MATERI AL THAT HAS BEEN
PREPARED FOR PUBLI C DI STRI BUTI ON BY MEANS OF NEWSPAPERS, MAGA-

ZI NES, OR ELECTRONI C MEDI A.  ADVERTI SI NG DOES NOT | NCLUDE A
STOCKHOLDER COVMUNI CATI ON, SUCH AS AN ANNUAL REPORT, | NTERI M

FI NANCI AL REPORT, REG STRATI ON STATEMENT, SECURI TY, PROSPECTUS,
APPLI CATI ON FOR LI STING A SECURI TY ON A STOCK EXCHANGE, OR PROXY
MATERI ALS. ADVERTI SI NG DOES NOT | NCLUDE A COVMUNI CATI ON
ADDRESSED TO A PERSON WHO HAS PREVI QUSLY EXECUTED A LOAN AGREE-
MENT RELATI VE TO THAT PERSON S ACCOUNT.

(B) "ASSETS' MEANS LI QUI D ASSETS, COLLECTI BLE LOANS MADE | N
ACCORDANCE W TH THI S ACT, AND PERSONAL PROPERTY ACQUI RED I N THE
GENERAL CONDUCT OF BUSI NESS TRANSACTED UNDER THI S ACT.

(O "COW SSI ONER' MEANS THE COWM SSI ONER OF THE OFFI CE OF
FI NANCI AL AND | NSURANCE SERVI CES | N THE DEPARTMENT OF CONSUMER
AND | NDUSTRY SERVI CES.

(D) "LICENSEE" MEANS A PERSON LI CENSED OR REQUI RED TO BE
LI CENSED UNDER THI' S ACT.

(E) "LIQU D ASSETS" MEANS CASH, UNRESTRI CTED DEPGCSI TS I N
BANKS, AND READI LY MARKETABLE SECURI TI ES AT THEI R THEN MARKET
VAL UE.

(F) "PERSON' MEANS AN | NDI VI DUAL, PARTNERSHI P, ASSCOCI ATI ON,
CORPORATI ON, LIMTED LI ABILITY COWPANY, OR OTHER LEGAL ENTITY.

Sec. 2. (1) EXCEPT AS OTHERW SE PROVI DED UNDER THI S ACT, A
PERSON SHALL NOT ENGAGE | N THE BUSI NESS OF MAKI NG LOANS OF MONEY,
CREDI T, GOODS, OR THINGS I N ACTI ON AND CHARGE, CONTRACT FOR, OR
RECElI VE ON THE LOAN A GREATER RATE OF | NTEREST, DI SCOUNT, OR
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 5
CONSI DERATI ON THAN THE LENDER WOULD BE PERM TTED BY LAW TO CHARGE
| F THE LENDER WERE NOT A LI CENSEE UNDER THI S ACT AND W THOUT
FI RST OBTAI NI NG A LI CENSE FROM THE COW SSI ONER, OR BY OBTAI NI NG
A LI CENSE UNDER THE CONSUMER FI NANCI AL SERVI CES ACT, 1988 PA 161,
MCL 487.2051 TO 487. 2072.

(2) %)— Application for —each— A license shall be in wit-
i ng, under oath, and in the form prescribed by the conm ssioner,
and contain the nane and the address, both of the residence and
pl ace of business, of the applicant, if the applicant is a
copartnership or association, of every nenber, and if a corpora-

tion, of each officer and director. ——also—the—county—and—runiec=

rpatHty—wth—street—andnunber,—+f—any,— THE APPLI CATI ON SHALL
ALSO | NCLUDE THE ADDRESS where the business is to be conducted

— and all other relevant information as the com ssioner may

require. The applicant at the tine of making —each— THE applica-
tion shall pay to the conmm ssioner an investigation and annual
—++eense— OPERATING fee as provided by this act. |If the applica-
tionis filed after June 30, —n—any—year;— the applicant shal
pay the investigation fee and 1/2 of the annual —+cense—
OPERATI NG f ee.

(3) 2)— An applicant shall prove, in formsatisfactory to
t he conmi ssioner, that the applicant has avail abl e +quid
assets— NET WORTH of at |east —$506,000-00— $100, 000. 00 for the
operation of the business at the | ocation specified in the
appl i cation.

Sec. 3. The applicant, at the time of filing —each—suech— AN
application, shall also file when requested by the comm ssioner a

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 6
bond i n —steh— AN anount —and-—stureties— to be approved by —him-
THE COWM SSI ONER, in which the applicant shall be the obligor.

THE
SURETY COWPANY | SSUI NG THE BOND SHALL BE QUALI FI ED, abl e, and
willing to wite bonds required by this act. The —satd— bond
shall run to the people of the state of M chigan —fer—the—use
of—— and may be sued on by —— the state or any person —ot

persons— who nay have A cause of action against the obligor. —of

satd—bond—under—the provistons—of thtrs—act—Suech— THE bond shal
be conditioned that —satd— THE obligor w || —farthfutHy—conform
to—and—abtdebythe provistons—of— COWLY WTH this act and —of—
all rules and regul ati ons —tawfutt+y—rrade—bythe—comssioner

heretnder— MADE UNDER THI S ACT, and will pay to the state and to

any —stuch— person —or—persons—anyand— all —rmeneys—that—ray
becorre— MONEY due or owing to the state or to —steh— THE person
—or—persons— from —satrd— THE obl i gor. —under—and—by—virtue—of—the
provistons—of thtrs—act—

Sec. 4. (1) Upon the filing of the application, the paynent
of the fees, and the approval of the bond, the conm ssioner shal
i nvestigate the —faets— APPLI CANT and if he or she finds that the
financial responsibility, experience, character, and general fit-
ness of the applicant —of—therenbers—+f—theappttecant—+s—=a

H—the—appttecant—+s—acorporation— are such as to conmand the

confidence of the community and to warrant belief that the
business will be operated |awfully, honestly, fairly, and

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001
Senate Bill No. 489 7

efficiently within the purposes of this act and that the
appl i cant has '

spectfiedtocatton—ti+aguid—assets— A NET WORTH in the anounts
—speer%red—rﬁ— REQUI RED UNDER section 2, —fhe—%efegerﬁg—%aefs

this—aects;—he—or—she— THE COMM SSI ONER shal | issue —and—det+ver— a
license to the applicant to —+aketoans—+naccordancewththe
provistons—of—thts—act— CONDUCT BUSI NESS at the | ocation OR
LOCATI ONS specified in the application. —wheh— THE |icense
shall remain in —fuHH—foerce—and— effect until it is surrendered
by the |icensee or revoked or suspended AS PROVI DED UNDER THI S
ACT.

(2) If the commi ssioner finds that the applicant fails to
neet the requirenents of this —seetion— ACT, he or she shall not
issue a license and shall notify the applicant of the denial and
return to the applicant the bond and —the—sum FEE paid by the
appl i cant, —as—at+icensefee,— retaining the —$366-060— investiga-
tion fee to cover the costs of investigating the application.

(3) The comm ssioner shall approve or deny every application
for license within 60 days fromthe —appteation—s—{+Hng— DATE
THAT THE APPLI CATION WAS FILED with the fees and the approved
bond.

(4) (2~ If the application is denied, the comm ssioner
shall within 20 days fromthe date of denial file with the
—fHnanctal—institutions—bureat— OFFI CE OF FI NANCI AL AND | NSURANCE
SERVICES a witten transcript of —evidence—and—a— THE deci sion

and findi ngs wth—r+espect—tothe—denial— containing the evidence

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 8
and the reasons supporting the denial and shall serve upon the
applicant a copy of the filing.

Sec. 5. (1) —Sueh— EXCEPT AS OTHERW SE PROVI DED UNDER THI S
SECTION, THE license shall state the address at which the
PRI NCl PAL OFFI CE OF THE business is to be conducted and shal
state fully the name of the licensee, and if the licensee is a
co-partnership or association, the nanmes of the nenbers,
—thereof5— and if a corporation, the date and place of its
i ncorporation. —Sueh—

(2) THE license shall be kept conspicuously posted in the
—ptace— PLACES of busi ness —fentioned— SPECIFIED in the |icense.
——and—shatHH—rot—betransferableor—assignable—

(3) THE LICENSE IS NOT TRANSFERABLE OR ASSI GNABLE W THOUT
THE PRI OR APPROVAL OF THE COVMM SSI ONER

(4) THE SALE, TRANSFER, ASSI GNMENT, OR CONVEYANCE OF MORE
THAN 25% OF THE OUTSTANDI NG VOTI NG STOCK OF A LI CENSEE THAT IS A
CORPORATI ON, OR MORE THAN 25% OF THE | NTEREST I N A LI CENSEE THAT
| S A PARTNERSHI P OR OTHER UNI NCORPORATED LEGAL ENTI TY, SHALL BE
CONSI DERED TO BE A TRANSFER OF THE LI CENSE

Sec. 6. (1) EVERY LI CENSEE SHALL MAI NTAIN AT ALL TIMES NET
WORTH | N THE AMOUNT REQUI RED UNDER SECTI ON 2.

(2) I'f the comm ssioner —shatHt—Fi+nd— DETERM NES at any tine
that any bond is insecure, —or— exhausted, or otherw se of doubt-
ful validity or collectability, —anadditional—bondtobe

st~ THE COVM SSI ONER MAY REQUI RE THE LI CENSEE TO OBTAI N AN

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 9
ADDI TI ONAL BOND | N AN AMOUNT of not nore than $1, 000. 00. ——shatt+

be—fit+edbythet+iecensee— THE LI CENSEE SHALL FI LE THE NEW BOND
within 10 days after THE COVM SSI ONER HAS | SSUED witten demand

upon the |icensee. —bythe—commsstoner—

LI CENSEE UNDER THI S ACT MAY CHANGE I TS NAME OR PLACE OF BUSI NESS
SHOM ON THE LI CENSE BY G VING PRI OR VWRI TTEN NOTI CE TO THE COV
M SSI ONER AND RETURNI NG THE LI CENSE TO THE COW SSI ONER. THE
COMM SSI ONER SHALL AMEND THE LI CENSE CERTI FI CATE TO SHOW THE NEW
NAME OR THE NEW PLACE OF BUSI NESS AND THE DATE OF THE NEW

CERTI FI CATE.

ENGAGE IN ACTIVITIES FOR WH CH A LI CENSE | S REQUI RED AT MORE THAN
1 PLACE OF BUSI NESS BY PROVI DI NG NOT' LESS THAN 30 DAYS WRI TTEN
NOTI CE TO THE COW SSI ONER BEFORE OPENI NG EACH ADDI TI ONAL PLACE
OF BUSI NESS. THI S SUBSECTI ON DOES NOT APPLY TO ANY PLACE OF

S02478' 01 (S-1)
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Senate Bill No. 489 10

1 BUSI NESS LI STED IN THE LI CENSEE' S APPROVED APPL| CATI ON FOR
2 LI CENSURE.

A~ W

© 00 N o O

10
11
12
13
14
15

provided—n—section—8— A LI CENSEE THAT CEASES ENGAGQ NG | N BUSI -
NESS ACTI VI TI ES THAT ARE SUBJECT TO THI S ACT AT A PLACE OF BUSI -

NESS SHALL PROVI DE WRI TTEN NOTI CE TO THE COV SSI ONER W THI N 30
DAYS.

Sec. 8. (1) The comm ssioner shall annually establish the
schedul e of fees sufficient to pay the —bureat—s— costs of adm n-
istering this act. The fees are as foll ows:

(a) For the investigation of an applicant for a |license, not
| ess than $200.00 or nore than $600.00, which is not refundable.
(b) For the issuance or annual renewal of a |icense, —not

18
19
20
21
22
23
24
25
26

fee—+s—detinguent—or—$1, 00000, —whichever—+s—+ess— AN ANNUAL
OPERATI NG FEE BASED UPON THE VOLUME AND TYPES OF ACTI VI TI ES CON-
DUCTED BY THE LI CENSEE DURI NG THE PREVI QUS CALENDAR YEAR. THE
ANNUAL OPERATI NG FEE SET BY THE COWM SSI ONER UNDER THI S SUBSEC-
TI ON SHALL BE BASED UPON | NFORMATI ON I N REPORTS FI LED UNDER
SECTI ON 11.

(c) For anending a license, not |ess than $20.00 or nore
t han $75. 00.

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 11

(2) At the time of paying the annual —++ecense— OPERATI NG
fee, each licensee shall file with the comm ssioner a bond —for
each—tH—censehetd—+ntheanount—and—character— as required by
section 3.

(3) If any fees or penalties provided for in this act are
not paid when required, the —attoerney—general— COVW SSI ONER may
mai ntai n an action agai nst the delinquent |icensee for the recov-
ery of the fees or penalties together with interest and costs.

(4) —Fees— EXCEPT AS OTHERW SE PROVI DED BY THI S ACT, THE
FEES recei ved —purstant—to— UNDER this act are not refundabl e.

(5) A licensee who fails to submt to the comm ssioner a
report required —purstant—to— UNDER section 11 is subject to a
penalty of $25.00 for each day the report is delinquent or
$1, 000. 00, whi chever is |ess.

(6) Money received under this act shall be paid into the
state treasury to the credit of the —financtat—institutions
bureat— OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES and shal |l be
used for the operation of the —f+ranciat—nstitutions—bureau—
OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES.

Sec. 9. (1) The comm ssioner, upon 10 days’ witten notice
to the licensee stating the contenplated action and the grounds
—therefor— FOR THE ACTI ON, and upon reasonabl e opportunity to be

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 12
heard, —statt— MAY revoke any license if he —shalHH—Ffind—that— OR
SHE FI NDS ANY OF THE FOLLOW NG

(a) The licensee ——wth—respect—tosuch—t+icense,— has
failed, after 5 days’” witten notice of default, to pay the
annual —+i+cense— OPERATING fee, —ofr— to maintain —+tn—effect— the
bond —er—boends— requi red under —the—provistons—of— this act, or
to conply with any demand, ruling, or requirenent of the comm s-
si oner i
MADE UNDER this act.

(b) The licensee either knowingly or w thout the exercise of

due care —to—prevent—the—sare,— has violated any provision of
this act or any rule —+tawfutHy— nade by the comm ssioner under

—the—authority—of— this act.

(c) Any fact or condition THAT exists which, if it had
existed at the tine of the original application for the |icense,
—tearty— woul d have warranted the conm ssioner in refusing orig-
inally to issue the |icense.

(2) I'f the comm ssioner —shatHt—F+nd— FINDS that probable
cause for revocation of any license exists and that the enforce-
nment of the act requires i medi ate suspension of the |icense
pendi ng i nvestigation, he OR SHE nay, upon 3 days’ witten notice
and a hearing, suspend any license for a period not exceeding 30
days.

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 13

(3) Any— A licensee may surrender —any— I TS |license by
delivering to the comm ssioner witten notice that —he— I T sur-
renders the |icense. ——but—the— THE surrender —shalt— DOES not
affect the licensee’s civil or crimnal liability for acts com
mtted —prior—to— BEFORE THE surrender.

(4) —No— A revocation or suspension or surrender of —any— A
| i cense —shatt— DOES NOT inpair or affect the obligation of any
preexi sting lawful contract between the |icensee and any
bor r ower .

(5) THE comm ssioner shall have authority —efn—his—own
rAtt+at+ve— to reinstate suspended |icenses or to i ssue new

licenses to a |icensee whose |icense shall have been revoked if
no fact or condition —then— exists —whieh— THAT clearly woul d
have warranted the commi ssioner in refusing originally to issue
the |icense.

(6) —WWhenever— |F the comm ssioner —shatHt—revoke—or—suspend—
REVOKES OR SUSPENDS a |icense, he OR SHE shall —forthwith— file
Wit h the —fHnanetrat—nstitutions—bureau— OFFI CE OF FI NANCI AL AND
| NSURANCE SERVI CES a witten transcript of —evidence—and—an— THE
order —tothat—effect—andfindingswthrespect—thereto—

contai ning the evidence and the reasons supporting the revocation

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 14
or suspension, and —forthwrth— serve upon the |licensee a copy
—thereof— OF THE TRANSCRI PT.

Sec. 10. (1) For the purpose of investigating violations of
this act or securing information lawfully required under this
act, the commi ssioner may at any tinme, either personally or by a
desi gnat ed person or persons, investigate the |oans and busi ness
and exam ne the books, accounts, records, and files used with the
| oans and busi ness ——of—every— OF ANY |icensee —and— OR ANY
person engaged in the business described in section —i—whether

or—wth—or—wthout—the—author+tyof thts—act— 2. The comm s-
sioner and his or her duly designated representatives shall have
and be given free access to the offices and pl aces of business,
books, accounts, papers, records, files, safes, and vaults of al
persons investigated under this section. The conmm ssioner and
persons duly designated by himor her have the authority to
require the attendance of and to exam ne under oath all persons
whose testinony the comr ssioner may require relative to the

| oans or business or to the subject matter of an exam nati on,

i nvestigation, or hearing.

(2)

Heensee— THE COVWM SSI ONER AT ANY TI ME MAY | NVESTI GATE THE BUSI -
NESS ACTI VI TIES OF A LI CENSEE AS THE COWM SSI ONER CONS| DERS NEC-

ESSARY, EXAM NE THE BOOKS, ACCOUNTS, RECORDS, AND FI LES USED AND
MAI NTAI NED BY ANY LI CENSEE, AND REQUI RE THE LI CENSEE TO FURNI SH

ADDI TI ONAL REPORTS RELATI NG TO THE LI CENSEE' S BUSI NESS. THE

S02478' 01 (S-1)
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Senate Bill No. 489 15

COW SSI ONER SHALL EXAM NE THE BOCKS, ACCOUNTS, RECORDS, AND

FILES OF A LI CENSEE AT LEAST ONCE DURI NG EVERY 5- YEAR PERI OD.
(3) (4)— This —section— ACT shall not be construed to pro-

hibit the keeping of records by el ectronic data processing

met hods.

(4) —(6)— Al fees collected under this section shall be
paid into the state treasury and credited to the —financtal
rastitutions—bureat— OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES.

Sec. 11. (1) The licensee shall keep and use in the
| i censee’ s business the books, accounts, and records the conmm s-
sioner may require in order to determ ne whether the licensee is
conplying with the—provistons—of— this act and with the rules
promul gated by the comm ssioner —pturstant—to— UNDER this act.

The |icensee shall preserve within this state and nake accessibl e
to the comm ssioner, the books, accounts, and records ——inctud=
rng—cards—used—+in—the—card—system—+f—any,— for at |east 2 years
after making the final entry on any | oan recorded in the books,
accounts, and records. Books and accounts may be kept at a | oca-
tion other than the licensee’s principal place of business, pro-
vided that they are made avail able to the comm ssi oner upon

S02478' 01 (S-1)
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SB 489, As Passed Senate, July 10, 2001

Senate Bill No. 489 16
request and the |icensee pays the actual and reasonable travel
expenses if the exam ner nust travel out of state.

(2) The licensee shall file, annually on or before February
15 of each year, with the comm ssioner its financial statenent in
a uniformformat prescribed by the comm ssioner, including infor-
mati on on earnings, for the prior cal endar year.

the—pubtiec—interest— A LI CENSEE SHALL ANNUALLY ON OR BEFORE A
DATE ESTABLI SHED BY THE COWM SSI ONER FI LE W TH THE COWM SSI ONER A
REPORT, ON A FORM PROVI DED BY THE COWMM SSI ONER, STATI NG THE
LI CENSEE' S VOLUVE AND TYPE OF BUSI NESS ACTI VI TI ES FOR THE | MVEDI -
ATELY PRECEDI NG CALENDAR YEAR. THE COW SSI ONER SHALL PROVI DE AT
LEAST 30 DAYS' ADVANCE NOTI CE OF THE DATE EACH REPORT | S DUE.

(4) Al reports shall be nade under oath and shall be in the
form prescribed by the comm ssi oner.

(5) The comm ssioner shall nake and publish annually an
anal ysis and recapitulation of the reports filed —purstant—to—
UNDER subsections (2) and (3).

S02478' 01 (S-1)
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Senate Bill No. 489 17

Sec. 12. (1) A licensee or other person shall not
advertise, print, display, publish, distribute, or broadcast or
cause or pernmt to be advertised, printed, displayed, published,
di stributed, or broadcast, in any nanner whatsoever a false, ms-
| eadi ng, or deceptive statenent or representation with regard to

the rates, ternms, or conditions for the |Iending of noney, credit,
goods, or things in action. —inmananrount—or—of—avaluveinctuded

(2) 3)— A licensee shall not take a |lien upon real estate
as security for a | oan nade under this act, except a lien
acquired by execution or otherwi se after the entry of a
j udgment .

S02478' 01 (S-1)
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Senate Bill No. 489 18

(3) (6)— A licensee shall not take a confession of judgnent

or a power of attorney to appear or to confess judgnment on behal f
of a borrower. A licensee shall not take a note or evidence of
i ndebt edness that does not accurately disclose the actual anpount
of the loan, the tinme for which it is nade, and the agreed rate
of charge, or an instrunent in which blanks are left to be filled

in after execution.

(4) —(#— A licensee shall not discrimnate agai nst a person
in the extension of credit on the basis of sex or marital
st at us.

S02478' 01 (S-1)
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Sec. 12a. (1) False, m sleading, deceptive, or
i rresponsi bl e advertising is unlawful and is defined as foll ows:
(a) Advertising which lures, entices, induces, or tends to
i nduce a person to incur a debt by unreasonably mnimzing the
consequences of assumng a | egal repaynent obligation or by
depicting the assunption of a debt obligation as a frivol ous
transacti on.
(b) Advertising that describes or depicts the benefits or
advant ages of having the noney froma | oan, w thout describing or

depicting the obligation of repaying the loan with interest.
(c) Advertising with clains and representations that are not
accurate or provabl e.

(d) Advertising which m srepresents facts or creates m s-

| eadi ng i npressions.

(E) —F)— Advertising which uses the phrase "l owest rates"”
"l owest rates in the city", or simlar phrases unless the rates
are actually lower than those of other |enders.

(F) —g)— Advertising which uses the phrase "new reduced
rates”, "new |low rates", "reduced rates", or simlar phrases for

nore than 60 days after the changed rates becone effective.

(G —h)— Advertising which causes a probability of confu-
sion or m sunderstanding as to the legal rights, obligations, or
renedies of a lender, or as to the ternms or conditions of
credit.
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(H) —+)— Advertising which represents that a borrower wll
receive a rebate, discount, or other benefit as an inducenment for
entering into a transaction, if the benefit is contingent on an
event to occur subsequent to the consunmation of the
transacti on.

(') —)— Advertising which suggests or infers that a | oan
is not a loan, or that interest is not charged, or that the bor-
rower is not under an obligation to repay.

(2) A licensee shall not advertise any size of |oan, secur-

ity required for a loan, rate of charge, or other condition of

| endi ng except with the full intent of making | oans at those
rates, or |lower rates, and under those conditions, to applicants
who neet the standards or qualifications prescribed.

Sec. 12c. (1) If the comm ssioner has probable cause to
believe that a |icensee has engaged, is engaged, or is about to
engage in advertising that is false, msleading, deceptive, or
i rresponsi bl e as defined in section 12a, and upon notice given in
accordance with this section, the conm ssioner shall report the

matter to the attorney general. —Upon—recetrpt—of—thenotiece,—the

attorney—generat— THE COVM SSI ONER nay bring an action to
restrain the |icensee by tenporary or permanent injunction from

engaging in the advertising. The action may be brought in the
circuit court for the county where the licensee is established or
conducts business or in the circuit court for Inghamcounty. The
court may award costs to the prevailing party. For persistent
and knowi ng violation of section 12a the court nay assess the
defendant a civil penalty of not nore than $5, 000. 00.
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(2) Unless waived by the court on good cause shown, not |ess
than 10 days before the conmencenent of a proceedi ng under this
section the conm ssioner shall notify the |licensee of the
intended referral to the attorney general and provide the
| i censee an opportunity to cease and desist fromthe all eged
unl awf ul advertising or to confer with the commi ssioner in
person, by counsel, or by other representative as to the proposed
action before the proposed filing date.

(3) Service of the notice may be given to the |icensee by
mai |, postage prepaid, to the licensee s usual place of business
or, with respect to a corporation, only to a resident agent who
is designated to receive service of process or to an officer of
t he corporation.

(4) —3)y— If the comm ssioner has authority to institute a
proceedi ng —pursuant—to— UNDER this section, the conm ssioner,
upon the concurrence of the attorney general, nay accept an
assurance of discontinuance of advertising that is alleged to be
unl awf ul under section 12a fromthe person who is alleged to have
engaged, be engaging, or be about to engage in the advertising.
The assurance does not constitute an adm ssion of guilt nor can
it be introduced in any other proceeding. An assurance of dis-
continuance shall be in witing and filed with the circuit court
for Ingham county. The clerk of the court shall maintain a
record of the filings. Unless rescinded by the parties or voided
by the court for good cause, the assurance may be enforced in the
circuit court by the parties to the assurance. The assurance nay
be nodified by the parties or by the court for good cause.
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(5) —4)— A person who knowi ngly violates the terns of an
i njunction, order, decree, or judgnment issued —purstant—to— UNDER
this section is subject to a civil penalty of not nore than
$500. 00 for each violation. For the purposes of this section,
the court issuing an injunction, order, decree, or judgnment shal
retain jurisdiction, and the cause shall be continued. The
—attorney—general— COVMM SSI ONER nmay petition for recovery of a
civil penalty as provided by this section.

(6) —5)— The action or the failure to act by the comm s-
sioner under this section shall not be considered specific autho-
rization of conduct barring the attorney general from bringing an
action —purstuant—to— UNDER the M chi gan consuner protection act,

~ N 1~ = N~ D ~ A~ o = a N A A P T Ao 4 A a¥a'
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to—445922of theM-chigan—Conptted—taws— 1976 PA 331,
MCL 445.901 TO 445.922.

Sec. 12d. A person nmay bring an action in the circuit court
of the county in which —the—+home— AN office of a licensee is
| ocated, or in the circuit court for Inghamcounty, to enjoin a
|l i censee fromadvertising in violation of section 12a.

Sec. 13. (1) Alicensee may | end noney and nay contract
for, conpute, and receive interest charges on the |loan at a rate
that does not exceed the rate permtted by the credit reform act,

to—4451864 of the M-echigan—Conmpited—tanws— 1995 PA 162,
MCL 445.1851 TO 445.1864. A loan by a licensee nmay be 1 of the

fol | ow ng:
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(a) A closed-end | oan.

(b) Open-end credit consisting of direct advances fromthe
| i censee or checks issued by the |icensee. This subdivision does
not apply to open-end credit avail able through the use of a
credit card or charge card.

(2) A licensee shall not induce —er—permit— a person to
becone directly obligated under nore than 1 | oan contract not
secured by personal property at the sane tine.

(3) Charges on | oans made under this act shall not be paid,

deduct ed, or received in advance, or conpounded. All charges on
| oans made under this act shall be conputed on the unpaid princi-
pal bal ance or portions of the bal ance, specifically expressed in
every obligation signed by the borrower, and conputed on the
basis of the nunber of days actually el apsed.

(4) In addition to the interest and charges provided for in
this act, a | oan processing fee not to exceed —2% 5% of the
principal, up to $250.00, nmay be charged for each cl osed-end

| oan made. and nav be included in the orincipnal of the | oan. THE

$250.00 LIMT ON THE LOAN PROCESSI NG FEE SHALL BE ADJUSTED EVERY TWO
YEARS TO REFLECT_ THE PERCENTAGE _CHANGE | N THE UNI TED STATES CONSUMER
PRI CE | NDEX FOR THE TWO | MMVEDI ATELY PRECEDI NG CALENDAR YEARS

ROUNDED TO THE NEAREST HUNDRED DOLLARS. AS USED I N TH S_SUBSECTI ON
"UNI TED STATES CONSUMER PRI CE | NDEX" MEANS THE UNI TED STATES

19
20
21
22
23
24
25
26
27

CONSUMER PRI CE | NDEX FOR ALL URBAN CONSUMERS IN THE UNI TED STATES
CI TY AVERAGE. AS DEFI NED AND REPORTED BY THE UNI TED STATES
DEPARTMENT OF LABOR.  BUREAU OF LABOR STATI STICS, AND AFTER
CERTI FI CATI ON BY THE COW SSI ONER. A .

| icensee may require the borrower to pay the |late charges permt-
ted by —Aet—No—162of thePubtitActs—of 1995 THE CREDI T REFORM
ACT, 1995 PA 162, MCL 445.1851 TO 445.1864. A licensee shall not
i nduce or permt a person to becone obligated, directly or con-
tingently, under nore than 1 |oan contract not secured by per-
sonal property at the sanme tinme for the purpose or with the
result of obtaining a | oan processing fee not otherw se permtted
by this section. No other ampunt shall be directly or indirectly

charged, contracted for, or received, except the lawful fees, if
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any, actually and necessarily paid by the licensee to a
governnental entity for the filing, recording, or releasing of
either of the follow ng:

(a) A financing statenent or an instrunent securing the
| oan, or bot h.

(b) A record noting or releasing a lien or transferring a
certificate of title under the M chigan vehicle code, —Act
257923of theM-chigan—Conptted—taws— 1949 PA 300, MCL 257.1 TO

257.923.
(5) The fees permitted under this section nmay be collected

at any time on or after the date the loan is nade.

(6) Alicensee may charge a handling fee —of—$5-066— for the
return of an unpaid and di shonored check, draft, negotiable
order, or simlar instrunment given to the licensee in full or
partial repaynent of a |loan AS AUTHORI ZED BY THE CREDI T REFORM
ACT, 1995 PA 162, MCL 445. 1851 TO 445. 1864.

(7) A LI CENSEE MAY RECOVER FROM THE BORROWER THE COSTS AND
EXPENSES OF RETAKI NG, HOLDI NG REPAI RI NG PREPARI NG FOR SALE, AND
SELLI NG ANY PERSONAL PROPERTY | N ACCORDANCE W TH SECTI ONS 9609
AND 9615 OF THE UNI FORM COMVERCI AL CODE, 1962 PA 174,

MCL 440. 9609 AND 440. 9615.
(8 —(#— A licensee may charge a reasonabl e annual fee for

the privilege of receiving open-end credit fromthe |icensee.
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(9) A LI CENSEE MAY CHARGE A REASONABLE FEE PER PAYMENT | F A
BORRONER MAKES A PAYMENT OR PAYMENTS BY AUTHORI ZI NG A LI CENSEE
VERBALLY OR I N WRI TI NG TO EXECUTE A DEBI T OR OTHERW SE PRCCESS A
PAYMENT, THROUGH AUTOVATED CLEARI NG PROCEDURES, DRAWN ON THE
BORROWNER S DEPCSI T ACCOUNT. THI'S SUBSECTI ON SHALL NOT BE CON
STRUED TO PERM T THE | MPOSI TI ON OF A FEE I N CASES WHERE THE BOR-
RONER, AT THE TI ME OF CONSUMVATI ON OF THE LQAN, AUTHORI ZES THE
LI CENSEE TO EFFECT ALL PERI ODI C | NSTALLMENT PAYMENTS BY WAY OF
ELECTRONI C AUTOVATED CLEARI NG PROCEDURES DRAWN ON THE BORROWER S
DEPCSI T ACCOUNT.

(10) IN ADDI TION TO THE PENALTI ES PROVI DED BY THI S ACT, A
VI OLATION OF THI S ACT W TH RESPECT TO A PARTI CULAR REGULATORY
LOAN TRANSACTI ON | S ALSO SUBJECT TO THE PENALTY AND REMEDY PROVI -
SIONS OF THE CREDI T REFORM ACT, 1995 PA 162, MCL 445.1851 TO
445, 1864.

(11) |9)— As used in this section, "open-end credit" neans
credit that is not secured by an interest in real property and is
extended under a plan in which both of the follow ng apply:

(a) The licensee reasonably contenpl ates repeated
transacti ons.

(b) The anmpbunt of credit that may be extended to the bor-
rower during the termof the plan is generally made available to
the extent that any part of the outstanding balance is repaid.
Sec. 13a. (1) In addition to charges all owed under

section 13, at the option of the borrower, a |icensee may obtain
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or provide 1 or both of the foll owi ng and deduct fromthe
principal of a loan and retain an anount equal to the prem um
| awful |y charged by the insurance conpany:
(a) Credit insurance as defined in the credit insurance act,
. i i 1958 PA 173,
MCL 550. 601 TO 550. 624.
(b) Any other insurance under the insurance code of 1956,
. i i 1956 PA 218,
MCL 500.100 TO 500. 8302.
(2) The insurance permtted by this section shall be in
force when the loan is made. |f the borrower obtains the insur-
ance fromor through a |icensee, the statenment required by sec-

tion 14 shall show the cost of the insurance and the |icensee
shall provide to the borrower a copy of the policy, certificate,
or other evidence of the insurance. This act does not prohibit
the licensee or any enployee, affiliate, subsidiary, or associate
of the licensee fromcollecting the premumor identifiable
charge for the insurance permtted by this section or from
receiving and retaining any gain or other benefit resulting from
the insurance. A licensee shall not require the purchase of
i nsurance as a condition precedent to the naking of a | oan.

Sec. 14. A licensee shall:

(a) Deliver to the borrower a disclosure statenent in com

pliance with —+egutatron—=2— 12 CF. R part 226.
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(b) Gve to the borrower a plain and conplete recei pt for
cash paynents nade on account of a loan at the tinme the paynents
are made, specifying the anmount applied to charges and the
anount, if any, applied to principal, and stating the unpaid
princi pal balance ——+f—any,— of the loan. An unitem zed receipt
may be given tenporarily and within 30 days a recei pt as pre-
scri bed above delivered or nuail ed.

(c) Permt paynent to be nade in advance in any anount on
any contract of loan at any tine during regular business hours,

but the licensee may apply that paynent first to all charges in
full at the agreed rate up to the date of the paynent.

(d) Upon repaynent of the loan in full, mark plainly every
obligation and security signed by the borrower with the word
"Pai d" or "Cancel ed", and rel ease any nortgage, restore any
pl edge, cancel and return any note, and cancel and return any
assignnment given to the licensee by the borrower.

Sec. l1l4a. Conpliance with the requirenents of the consuner
credit protection act, Public Law 90-321, 82 statute 146, —et
set.-— comonly referred to as the federal truth in | ending act

is conpliance with section 12 as to advertising, section 13a as
to cost of insurance, and section 14.

Sec. 15. —Atiecensee—shalt—mot—directtyor—indirectiy

S02478' 01 (S-1)



© 00 N O O A W N P

e e e o
o N W N P O

17
18
19
20
21
22
23
24
25
26
27

SB 489, As Passed Senate, July 10, 2001
Senate Bill No. 489 28

H-ecenseefor—thepurposes—of this—prohibtrtioen— A LI CENSEE MAY
PURCHASE A CONTRACT MADE I N COVPLI ANCE W TH THE RETAI L | NSTALL-

MENT SALES ACT, 1966 PA 224, MCL 445.851 TO 445.873, OR THE HOVE
| MPROVEMENT FI NANCE ACT, 1965 PA 332, MCL 445.1101 TO 445. 1431.

SEC. 15A. (1) IF A REGULATORY LOAN CONTRACT CONTAI NS OBLI -
GATI ONS BY THE BORROVWER TO PERFORM CERTAI N DUTI ES PERTAI NI NG TO
I NSURI NG OR PRESERVI NG COLLATERAL AND THE LI CENSEE, BECAUSE OF
THE BORROVER S FAI LURE TO PERFORM THESE DUTI ES, PAYS FOR PER-
FORVANCE OF THE DUTI ES ON BEHALF OF THE BORROVER, THE LI CENSEE
MAY ADD THE AMOUNTS PAI D TO THE DEBT AND COLLECT | NTEREST AT THE
CONTRACT RATE ON THE AMOUNTS.
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(2) WTH N A REASONABLE TI ME AFTER ADVANCI NG ANY SUMS UNDER
THI'S SECTI ON, THE LI CENSEE SHALL NOTI FY THE BORROVAER | N WRI Tl NG
OF THE AMOUNT OF THE SUMS ADVANCED, ANY CHARGES W TH RESPECT TO
THI'S AMOUNT, ANY REVI SED PAYMENT SCHEDULE, AND A BRI EF DESCRI P-
TION OF THE SERVI CES OR PRODUCTS PAI D FOR BY THE LI CENSEE,
| NCLUDI NG THE TYPE AND AMOUNT OF | NSURANCE COVERAGES, | F
APPLI| CABLE.

(3) THE LI CENSEE SHALL PROMPTLY TERM NATE | NSURANCE OR OTHER
SERVI CES PROCURED UNDER THI' S SECTI ON ONCE THE BORROVWER PROVI DES
EVI DENCE THAT THE PERFORMANCE OF CONTRACTUAL DUTI ES HAVE BEEN
RElI NSTATED.

Sec. 17. (1) An assignnent of, or order for paynent of,
sal ary, wages, comnm ssions, or other conpensation for services,
earned or to be earned, given to secure a |oan nade by a |icensee
under this act, shall not be valid. A chattel nortgage or other
lien on househol d goods then in the possession and use of the
borrower shall not be valid unless it is in witing and signed in
person by the borrower.

(2) If the borrower is married, a chattel nortgage or other
lien on househol d goods shall not be valid unless it is signed in
person by both husband and wi fe. —hoewever— THE witten assent
of a spouse UNDER THI S SECTI ON shal |l not be required when husband
and wi fe have been living separate and apart for a period of not

| ess than 5 nonths before the making of the chattel nortgage or

ot her lien. —Netwithstanding—the provistons—of—section—1#—altt
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Sec. 18. (1) A person, except as authorized by this act,
shall not directly or indirectly charge, contract for, or receive
an interest, discount, or consideration greater than the | ender
woul d be permtted by law to charge if the | ender were not
|l i censed under this act upon the | oan, use, or forbearance of

noney, goods, or things in action. — - ,

(2) The prohibition specified in subsection (1) applies to a
person who or which, by any device, subterfuge, or pretense
charges, contracts for, or receives greater interest, considera-
tion, or charges than authorized by this act for the |oan, use,
or forbearance of noney, goods, or things in action or for the
| oan, use, or sale of credit.

(3) This act does not apply to |oans legally made i n another
state or country by a licensee under a regulatory loan law sim -
lar in principle to this act, except that |oans nade by mail to

M chigan residents are subject to this act.

Sec. 21. —Inadditton—tothe provistons—ofthis—act—the
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rte— THE COWM SSI ONER MAY PROMULGATE RULES THAT ARE NECESSARY
FOR THE ADM NI STRATI ON AND ENFORCEMENT OF THI S ACT UNDER THE
ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO
24. 328.

Enacting section 1. Sections la and 25 of the regul atory
| oan act of 1963, 1939 PA 21, MCL 493. 1la and 493. 25, are
r epeal ed.
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