HB 5282, As Passed Senate, May 14, 1998

REPRINT
SUBSTITUTE FOR
HOUSE BILL NO. 5282
(As passed the House, April 2, 1998)

ADbill to amend 1879 PA 237, entitled

"An act to provide for the execution, acknow edgnent, and record-
ing of contracts for the sale of land,"”

(MCL 565. 351 to 565.355) by adding sections 6, 7, 8, 9, 10, and
11; and to repeal acts and parts of acts.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 SEC. 6. AS USED IN TH S ACT:
2 (A) "ASSI GNEE" MEANS ASSI GNEE OF THE VENDOR NAMED | N A LAND
3 CONTRACT, A SUCCEEDI NG ASSI GNEE, OR A LAND CONTRACT MORTGAGEE WHO
4 BECAME THE ABSCOLUTE HOLDER OF THE LAND CONTRACT AS A RESULT OF
5 SECURI TY ENFORCEMENT PROCEDURES.
6 (B) "GRANTEE" MEANS GRANTEE OF THE VENDOR NAMED IN A LAND
7 CONTRACT, A SUCCEEDI NG GRANTEE, OR A GRANTEE PURSUANT TO A MORT-
8 GAGE FORECLOSURE OF A MORTGAGE UPON THE LAND BUT SUBORDI NATE TO
9 THE LAND CONTRACT.
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(C) "LAND CONTRACT MORTGAGE" MEANS A MORTGAGE GRANTED BY A
VENDOR OR A VENDEE.

(D) "LAND CONTRACT MORTGAGEE" MEANS THE HOLDER OF A LAND
CONTRACT MORTGAGE GRANTED BY A VENDOR OR VENDEE, OR HI'S OR HER
HEI RS, SUCCESSORS, OR ASSI GNS.

(E) " NONMORTGAG NG VENDEE" MEANS A VENDEE WHO HAS NOT
ENTERED | NTO A LAND CONTRACT MORTGAGE GRANTED BY HI'S OR HER
VENDOR.

(F) " NONMORTGAG NG VENDOR' MEANS A VENDOR WHO HAS NOT
ENTERED | NTO A LAND CONTRACT MORTGAGE GRANTED BY HI'S OR HER
VENDEE.

(G "REAL ESTATE MORTGAGE" MEANS A MORTGAGE GRANTED UPON AN
| NTEREST | N REAL PROPERTY, WH CH | S CREATED WHEN THE VENDOR AND
THE VENDEE JO N I N OR SUBJECT THEI R RESPECTI VE | NTERESTS TO A
SINGLE MORTGAGE. A LAND CONTRACT MORTGAGE |'S NOT A REAL ESTATE
MORTGAGE.

(H "TH RD PARTI ES" MEANS PERSONS COR ENTI TI ES OTHER THAN THE

VENDOR, VENDEE, NONMORTGAG NG VENDOR, NONMORTGAG NG VENDEE,
ASSI GNEE, GRANTEE, OR LAND CONTRACT MORTGAGEE, VWHO HAVE OR CLAI M

AN | NTEREST | N OR ENCUVMBRANCE UPON REAL PROPERTY OR A VENDOR S OR

VENDEE' S | NTEREST VHICH | S SUBJECT TO A LAND CONTRACT MORTGAGE.

(1) "VENDEE' MEANS THE VENDEE NAMED | N THE LAND CONTRACT AND

THE VENDEE' S HEI RS, SUCCESSORS, OR ASSI G\S.

(J) "VENDOR' MEANS THE VENDOR NAMED | N THE LAND CONTRACT AND

THE VENDOR S HEI' RS, SUCCESSORS, OR ASSI G\S.
SEC. 7. (1) A VENDOR OR A VENDEE UNDER A LAND CONTRACT MNAY
GRANT A LAND CONTRACT MORTGAGE TO SECURE ANY DEBT OR OBLI GATI ON
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THAT MAY BE SECURED BY A REAL ESTATE MORTGAGE. THI'S SUBSECTI ON
DOES NOTI' ALTER THE EFFECT OF ANY CONTRACTUAL PROVI SI ONS WHI CH
PROH BI T OR RESULT IN A DEFAULT UPON THE MORTGAGE, SALE, ASSI G\-
MENT, OR FURTHER ENCUVBRANCE OF A VENDOR S OR VENDEE' S | NTEREST
I N A LAND CONTRACT WHI CH WOULD OTHERW SE BE ENFORCEABLE.

(2) FOR THE PURPCSES OF SECTIONS 6 TO 11, THE RESPECTI VE
| NTERESTS OF A VENDOR OR A VENDEE SUBJECT TO A LAND CONTRACT
MORTGAGE | NCLUDES ALL OF THE RESPECTI VE RI GHTS OF A VENDOR OR
VENDEE | NCLUDI NG W THOUT LI M TATI ON, THE VENDOR S RI GHTS TO PAY-
MENTS AND THE VENDEE' S RI GHTS TO CONVEYANCE. FOR THE PURPOSES OF
SECTIONS 6 TO 11, THE | NTERESTS OF VENDORS AND VENDEES SUBJECT TO
A LAND CONTRACT MORTGACGE ARE REAL PROPERTY | NTERESTS.

(3) UNLESS OTHERW SE PROVI DED BY THE PARTIES, A LAND CON\
TRACT MORTGAGE ENCUMBERS ALL OF THE VENDOR S OR VENDEE' S | NTER-
ESTS THAT ARE MORTGAGED, WHETHER REAL, PERSONAL, OR M XED, | N THE
SAME MANNER AND TO THE SAME EXTENT AS A REAL ESTATE MORTGAGE.

(4) THI S ACT DOES NOT APPLY TO REAL ESTATE MORTGAGES UNLESS
THE PARTI ES OTHERW SE AGREE.

(5 THIS ACT IS IN ADDI TI ON TO EXI STI NG RI GHTS AND REMEDI ES
AT LAWW TH RESPECT TO THE FI NANCI NG AND ENCUMBERI NG OF THE
VENDOR' S AND VENDEE' S | NTERESTS I N LAND CONTRACTS.

SEC. 8. (1) ANY DOCUMENT THAT WOULD BE SUFFI CI ENT TO CON
STI TUTE A REAL ESTATE MORTGAGE UPON AN | NTEREST | N REAL PROPERTY
SHALL CONSTI TUTE A LAND CONTRACT MORTGAGE UPON THE VENDOR S OR
VENDEE' S | NTEREST.

03840' 97 (H 1)



© 00 N o 0o b~ W DN P

N N NN NNDNRRERRRR R R R R
o 00~ WON P O © 0N O O WN L O

HB 5282, As Passed Senate, May 14, 1998

House Bill No. 5282 4

(2) A LAND CONTRACT MORTGAGE SHALL BE IN A FORM AND SHALL BE
EXECUTED, ACKNOWNLEDGED, AND RECORDED I N THE SAME MANNER AS
PROVI DED FOR REAL ESTATE MORTGAGES.

(3) A LAND CONTRACT MORTGAGE NEED NOT SPECI FI CALLY | DENTI FY
THE | NTEREST ENCUMBERED AS A VENDOR S OR VENDEE' S | NTEREST.

(4) A LAND CONTRACT MORTGAGE THAT IS RECORDED | N THE MANNER
PROVI DED FOR REAL ESTATE MORTGAGES | S PERFECTED FOR ALL PURPOSES,
W THOUT FI LI NG UNDER THE UNI FORM COVMERCI AL CODE, 1962 PA 172,
MCL 440. 1101 TO 440. 11102, ANY NOTI CE TO THE NONMORTGAG NG VENDOR
OR THE NONMORTGAG NG VENDEE OR THE TAKI NG OF POSSESSI ON OF THE
ORI G NAL LAND CONTRACT DOCUMENT OR OTHERW SE. A LAND CONTRACT
MORTGAGE PERFECTED | N ACCORDANCE W TH THI S SECTI ON TAKES PRI ORI TY
AS A MATTER OF LAW OVER ALL OTHER MORTGAGES, LIENS, SECURITY, OR
OTHER | NTERESTS I N SUCH VENDOR S OR VENDEE' S | NTERESTS EXCEPT
THOSE AS TO VWHI CH A REAL ESTATE MORTGAGE WOULD BE SUBORDI NATE.

SEC. 9. (1) A LAND CONTRACT MORTGAGE MAY BE ENFORCED I N
ACCORDANCE W TH ANY EXI STI NG PROCEDURE FOR THE ENFORCEMENT OF A
REAL ESTATE MORTGAGE, | NCLUDI NG W THOUT LI M TATI ON, FORECLOSURE
BY ADVERTI SEMENT AND JUDI Cl AL FORECLOSURE. UPON COVPLETION OF A
FORECLOSURE BY ADVERTI SEMENT OR JUDI Cl AL FORECLOSURE OF A LAND
CONTRACT MORTGAGE AND THE EXPI RATI ON OF THE APPLI CABLE REDEMPTI ON
PERI OD, THE SUCCESSFUL BI DDER AT FORECLOSURE SHALL SUCCEED TO ALL
OF THE MORTGAGED | NTERESTS OF THE RESPECTI VE FORECLOSED VENDOR OR
VENDEE.

(2) OTHER RI GHTS AND REMEDI ES THAT MAY BE AVAI LABLE TO A
REAL ESTATE MORTGACGEE, | NCLUDI NG, W THOUT LI M TATI ON, FUTURE
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ADVANCE MORTGAGES, ASSI GNVENTS OF RENTS, OR RECEI VERSH PS MAY, | N
A PROPER CASE, BE APPLIED IN FAVOR OF A LAND CONTRACT MORTGACEE.

(3) ALL REMEDI ES THAT EXI STED BEFORE THE EFFECTI VE DATE OF
SECTIONS 6 TO 11 SHALL CONTINUE TO APPLY. HOANEVER, A LAND CON
TRACT MORTGAGE MADE PURSUANT TO THI' S ACT MAY, AT THE OPTI ON OF
THE LAND CONTRACT MORTGAGEE, ALSO BE ENFORCED AS PROVIDED IN THI S
ACT.

SEC. 10. (1) A LAND CONTRACT MORTGAGE SHALL NOT, ABSENT
VOLUNTARY SUBORDI NATI ON AS PROVI DED BY LAW ENCUVBER OR OTHERW SE
AFFECT THE RI GHTS OR REMEDI ES OF THE NONMORTGAG NG VENDOR OR THE
NONMORTGAG NG VENDEE EXCEPT AS OTHERW SE PROVI DED | N
SUBSECTI ON (2) OR (3).

(2) I'F THE VENDEE' S | NTEREST | S ENCUMBERED BY A RECORDED
LAND CONTRACT MORTGAGE, THE NONMORTGAG NG VENDOR SHALL DO ALL OF
THE FOLLOW NG

(A) PROVI DE THE SAME NOTI CES W TH RESPECT TO THE REMEDI ES OF
FORFEI TURE AND FORECLOSURE TO THE LAND CONTRACT MORTGAGEE AS ARE
REQUI RED TO BE PROVI DED TO THE VENDEE.

(B) NAME THE LAND CONTRACT MORTGAGEE AS A PARTY I N | NTEREST
| N ANY LEGAL PROCEEDI NG THE EFFECT OF WHI CH WOULD BE TO TERM -
NATE THE VENDEE' S | NTEREST, AND THUS THE LAND CONTRACT
MORTGAGEE' S LI EN.

(C ACCEPT FROM THE LAND CONTRACT MORTGAGEE ANY CURE OF ANY
DEFAULT THAT THE NONMORTGAG NG VENDOR WOULD BE OBLI GATED TO
ACCEPT FROM THE VENDEE.

(3) A NONMORTGAG NG VENDEE, WHEN THE VENDOR S | NTEREST HAS
BEEN SUBJECTED TO A LAND CONTRACT MORTGAGE, SHALL CONTI NUE TO
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MAKE PAYMENTS | N ACCORDANCE W TH THE LAND CONTRACT' S TERMS TO THE
VENDOR OR ASSI GNEE UNTI L ANY OF THE FOLLOW NG OCCUR:

(A) NOTICE TO THE VENDEE OF THE COVPLETI ON OF FORECLOSURE
AND THE EXPI RATI ON, W THOUT REDEMPTI ON, OF THE APPLI CABLE REDEMP-
TION PERI OD W TH RESPECT TO THE LAND CONTRACT MORTGAGE, AFTER
VWH CH ALL PAYMENTS SHALL BE MADE TO THE SUCCESSFUL BI DDER AT THE
FORECLOSURE, OR THE SUCCESSFUL BI DDER S HEI RS, SUCCESSORS, AND
ASSI GNS. HOWEVER, | F THE VENDEE HAS ACTUAL NOTI CE OF THE FORE-
CLOSURE SALE, | NSTALLMENT PAYMENTS SHALL BE MADE DURI NG THE
REDEMPTI ON PERI OD AS PROVI DED | N SECTI ON 6058 OF THE REVI SED
JUDI CATURE ACT OF 1961, 1961 PA 236, MCL 600. 6058.

(B) I'F THE LAND CONTRACT MORTGAGE CONTAI NS A COLLATERAL
ASSI GNVENT OF THE PAYMENTS OF THE VENDEE UNDER THE LAND CONTRACT,
DELI VERY TO THE VENDEE OF A NOTI CE OF DEFAULT SI GNED UNDER OATH
BY THE LAND CONTRACT MORTGAGEE ASSERTI NG THAT A DEFAULT EXI STS
UNDER THE LAND CONTRACT MORTGAGE TOGETHER W TH A COPY OF THE
RECORDED LAND CONTRACT MORTGAGE CONTAI NI NG THE COLLATERAL ASSI G\
MENT AND A DEMAND THAT ALL FURTHER PAYMENTS UNDER THE LAND CON-
TRACT BE MADE TO THE LAND CONTRACT MORTGAGEE, AFTER WHI CH ALL
PAYMENTS SHALL THEREAFTER BE MADE | N ACCORDANCE W TH THAT
NOTI CE.

(4) A THI RD PARTY ASSERTI NG A PRI OR LI EN OR | NTEREST TO THAT
OF A LAND CONTRACT MORTGAGEE WHOSE LAND CONTRACT MORTGAGE HAS
BEEN RECORDED SHALL DO ALL OF THE FOLLOW NG

(A) PROVIDE TO THE LAND CONTRACT MORTGAGEE COPIES OF ALL
NOTI CES THAT MUST BE PROVI DED TO THE VENDOR OR VENDEE AS A
PREREQUI SI TE TO THE ASSERTI ON OR ENFORCEMENT OF THE THI RD PARTY
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RI GHTS OR REMEDI ES, BUT ONLY TO THE EXTENT THAT THOSE NOTI CES
WOULD BE REQUI RED TO BE PROVI DED | F THE VENDOR OR VENDEE WERE THE
FEE OMNER OF THE REAL PROPERTY AND THE LAND CONTRACT MORTGAGE
WERE A MORTGAGE UPON THE FEE.

(B) NAME THE LAND CONTRACT MORTGAGEE AS A PARTY I N | NTEREST
| N ANY LEGAL PROCEEDI NG THE EFFECT OF WHI CH WOULD BE TO TERM -
NATE, ASSERT, OR ENFORCE A PRI OR LI EN OR ENCUVMBRANCE UPON THE
VENDOR' S OR VENDEE' S | NTEREST THAT IS SUBJECT TO THE LAND CON-
TRACT MORTGAGE.

(C ACCEPT FROM THE LAND CONTRACT MORTGAGEE ANY PAYMENT,
PERFORVMANCE, OR CURE THAT THE THI RD PARTY WOULD BE OBLI GATED TO
ACCEPT FROM THE VENDOR OR THE VENDEE.

SEC. 11. (1) WHEN THE VENDEE NAMED I N A LAND CONTRACT, OR
H S OR HER HEI RS, SUCCESSORS, OR ASSI GNS, HAS FULLY PAI D AND PER-
FORMED THE OBLI GATI ONS UNDER THE CONTRACT THAT ARE A PRECONDI TI ON
TO THE SALE AND CONVEYANCE OF THE LAND, THE VENDOR NAMED | N THE
CONTRACT SHALL MAKE CONVEYANCE OF THE LAND TO THE VENDEE BY A
DEED OF CONVEYANCE AS SPECI FI ED I N THE LAND CONTRACT, OR, | F THE
FORM OF THE DEED |I'S NOT SPECI FI ED I N THE LAND CONTRACT, BY AN
APPROPRI ATE DEED. UNTIL THE VENDOR NAMED I N THE CONTRACT HAS
CEASED | N LAW TO BE BOUND BY THE PROVI SI ONS OF THE CONTRACT, THE
OBLI GATI ON TO CONVEY THE LAND REMAI NS A CONTI NUI NG EXECUTORY
OBLI GATI ON ON THE PART OF THE VENDOR.

(2) THE VENDOR NAMED I N THE LAND CONTRACT WHO HAS ASSI GNED
H S OR HER | NTEREST I N THE CONTRACT OR SOLD OR MORTGAGED THE LAND
SUBJECT TO THE CONTRACT, WHETHER ABSOLUTELY OR AS COLLATERAL
SECURI TY, SHALL REMAIN FULLY OBLI GATED TO DELI VER A DEED OF
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CONVEYANCE AS PROVIDED I N SUBSECTION (1). HOWNEVER, |F THE
ASSI GNEE ASSUMED THE CONVEYANCI NG OBLI GATI ON OF THE VENDOR, THE
ORI G NAL VENDOR |I'S ONLY SECONDARI LY LI ABLE FOR THAT OBLI GATI ON.
(3) WHEN THE VENDEE NAMED I N A LAND CONTRACT, OR HI 'S OR HER
HElI RS, SUCCESSORS, OR ASSI GNS, HAS FULLY PAI D AND PERFORMED THE
OBLI GATI ONS THAT ARE A PRECONDI TI ON TO THE SALE AND CONVEYANCE OF
THE LAND SUBJECT TO THE CONTRACT, THE ASSI GNEE AND ALL SUCCEEDI NG
ASSI GNEES, | NCLUDI NG THE HOLDER OF A LAND CONTRACT VENDOR S
| NTEREST WHO HAS BECOVE THE ABSOLUTE HOLDER OF THAT | NTEREST AS A
RESULT OF SECURI TY ENFORCEMENT PROCEDURES AFTER AN ASSI GNMENT OF
THE VENDOR S | NTEREST AS COLLATERAL SECURI TY, AND THE GRANTEE,
AND ALL SUCCEEDI NG GRANTEES | NCLUDI NG ANY GRANTEE PURSUANT TO A
MORTGAGE FORECLOSURE REGARDI NG A MORTGAGE MADE UPON THE LAND BUT
SUBJECT TO THE LAND CONTRACT I N ANY DEED OF THE LAND d VEN
SUBJECT TO THE LAND CONTRACT BY THE VENDOR, SHALL MAKE THE CON-
VEYANCE OF THE LAND TO THE VENDEE. @THE CONVEYANCE SHALL BE MADE
AS SPECI FIED IN THE LAND CONTRACT | F THE VENDOR S ASSI GNEE OR
GRANTEE HAS ASSUMED THE VENDOR S CONTI NUI NG EXECUTORY CONVEYANC-
| NG OBLI GATI ON, OR BY QUI TCLAI M DEED | F THE VENDOR S ASSI GNEE OR
GRANTEE HAS NOT ASSUMED THE VENDOR S CONVEYANCI NG OBLI GATI ON.
HONEVER, AN ASSI GNEE NAMED | N THE CONTRACT WHO HAS NOT ASSUMED
THE CONVEYANCI NG OBLI GATI ON OF THE VENDOR AND WHO HAS REASSI GNED
THE ENTI RE VENDOR' S | NTEREST AND, THEREFORE, RETAI NS NO FURTHER
| NTEREST, WHETHER ABSOLUTE OR AS SECURI TY, HAS NO OBLI GATION TO
PROVI DE A DEED OF CONVEYANCE.
(4) WHEN THE VENDEE NAMED I N THE LAND CONTRACT, OR H'S OR
HER HEI RS, SUCCESSCRS, OR ASSI GNS, HAS FULLY PAI D AND PERFORMED
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THE OBLI GATI ONS UNDER THE CONTRACT THAT ARE A PRECONDI TI ON TO THE
SALE AND CONVEYANCE OF THE LAND, THE LAND CONTRACT MORTGAGEE
UNDER ANY LAND CONTRACT MORTGAGE OF THE LAND MADE BY THE VENDOR
SUBJECT TO THE LAND CONTRACT, OR THE ASSI GNEE OF ANY ASSI GNMENT
FOR COLLATERAL SECURI TY PURPOSES OF THE VENDOR S | NTEREST UNDER
THE LAND CONTRACT, SHALL EXECUTE A DI SCHARGE OF THE LAND CONTRACT
MORTGAGE OR A RELEASE OF THE SECURI TY ASSI GNVENT | N THE SAME
MANNER AS NOW PROVI DED BY LAW FOR THE DI SCHARGE OF MORTGAGES.

(5) WHEN THE VENDOR NAMED | N THE LAND CONTRACT HAS CEASED I N
LAW TO BE BOUND BY THE PROVI SI ONS OF THE CONTRACT, AND | S ENTI -
TLED TO A RELEASE FROM THE CONTRACT, THE VENDEE NAMED I N THE CON-
TRACT, OR H'S OR HER HEI RS, SUCCESSORS, OR ASSI GNS, | NCLUDI NG
W THOUT LI M TATI ON, ANY LAND CONTRACT MORTGAGEES OR OTHER PARTI ES
CLAIM NG A LI EN OR SECURI TY | NTEREST UPON OR I N THE VENDEE' S
| NTERESTS | N THE CONTRACT, SHALL, WHEN REQUESTED BY THE VENDOR,
EXECUTE A DI SCHARGE OF THE CONTRACT I N THE SAME MANNER AS NOW
PROVI DED BY LAW FOR THE DI SCHARGE OF MORTGAGES.

(6) A PERSON WHO | S REQUI RED UNDER THI S SECTI ON TO ENTER
| NTO A CONVEYANCE OR DI SCHARGE AND WHO FAI LS OR REFUSES TO MAKE
THE CONVEYANCE OR DI SCHARGE |'S SUBJECT TO THE SAME PENALTI ES, AND
TO ANY OTHER PENALTI ES OR REMEDI ES EXI STI NG BEFORE THE EFFECTI VE
DATE OF TH S ACT, AS ARE NOW PROVI DED BY LAW FOR A REFUSAL TO
DI SCHARGE A REAL ESTATE MORTGAGE AFTER THE REAL ESTATE MORTGACGE
HAS BEEN FULLY PAID. THE PARTY ENTI TLED TO THE CONVEYANCE OR
DI SCHARGE MAY ENFORCE THE CONVEYANCE OR DI SCHARGE AS PROVI DED I N
SECTI ON 44 OF 1846 RS 65, MCL 565.44, FOR ENFORCI NG THE DI SCHARGE
OF MORTGAGES. THE PETITION OR Bl LL ASKI NG FOR THE DI SCHARGE
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SHALL CONTAI N ALL THE MATERI AL AVERMENTS REGARDI NG THE MATTER AS
REQUI RED BY THAT SECTI ON I N REGARD TO MORTGAGES, AS APPLI CABLE TO
LAND CONTRACTS. HOWNEVER, A LAND CONTRACT IS NOT | NVALI D FOR WANT
OF ACKNOALEDGVENT OR RECORDI NG

(7) THI' S SECTI ON DOES NOT RENDER A TI TLE UNVARKETABLE | F
THAT TI TLE WOULD OTHERW SE HAVE BEEN MARKETABLE.

(8) FOR THE PURPCSES OF THIS ACT, A MORTGAGE, DEED, OR LAND
CONTRACT |I'S SUBJECT TO ANOTHER REAL ESTATE I NTEREST IF, BY ITS
TERMS OR BY AN | NDEPENDENT VOLUNTARY SUBORDI NATION, IT I'S SUBOR-
DI NATE TO THE OTHER REAL ESTATE | NTEREST OR, AS A MATTER OF LAW
| T WOULD BE AUTOVATI CALLY SUBORDI NATE TO THE OTHER REAL ESTATE
| NTEREST.

Enacting section 1. Section 5 of 1879 PA 237, MCL 565. 355,

i's repeal ed.
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