0o N o 0o b~ WDN P

HOUSE BILL No. 5841

May 12, 1998, Introduced by Reps. Alley, Basham, LaForge, Bogardus, Hale, Bodem,
Baade, Callahan and DeVuyst and referred to the Committee on Commerce.

A bill to anmend 1939 PA 21, entitled
"Regul atory | oan act of 1963,"
by anmendi ng sections 1 and 12a (MCL 493.1 and 493.12a), section 1
as anmended by 1996 PA 184 and section 12a as anmended by 1991
PA 14.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1. (1) Except as otherwi se provided by this act, a
person shall not engage in the business of making | oans of noney,
credit, goods, or things in action and charge, contract for, or
receive on the loan a greater rate of interest, discount, or con-
sideration than the | ender would be permtted by law to charge if
the Il ender were not a licensee under this act, —anrt—wthout—F++rst
obtatntng—a— UNLESS THE PERSON POSSESSES ElI THER OF THE
FOLLOW NG
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(A) AVALID license fromthe conm ssioner | SSUED UNDER THI S
ACT for each location at which the business is to be conduct ed.
I " , I btaripi
(B) A VALID license | SSUED under the consuner financi al
servi ces act, —Act—No—1i61ofthePubtie-Aets—of 1988 —betng——see—

tHons 487+ 2651t to 48+ 20742 of theMehtgan—Conpttet—taws— 1988
PA 161, MCL 487. 2051 TO 487. 2072.

(2) As used in this act:

(a) "Person" neans an individual, partnership, association,
corporation, limted liability conpany, or other legal entity.

(b) "Licensee" neans a person |icensed under this act.

(c) "License" neans a single license issued to a single
pl ace of business.

(d) "Liquid assets" nmeans cash, unrestricted deposits in
banks, and readily marketable securities at their then narket
val ue.

(e) "Assets" neans liquid assets, collectible | oans nade in
accordance with this act, and personal property acquired in the
general conduct of business transacted under this act.

(f) "Conmm ssioner"” neans the conm ssioner of the financial
institutions bureau in the departnment of —eermreree— CONSUMER AND
| NDUSTRY SERVI CES.

(g) "Advertising" neans publishing or broadcasting, or caus-
ing to be published or broadcast, material that has been prepared
for public distribution by nmeans of newspapers, magazi nes, MAIL
or electronic nedia. Advertising does not include a stockhol der

communi cation, such as an annual report, interimfinancial
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report, registration statenment, security, prospectus, application
for listing a security on a stock exchange, or proxy nmaterials.
Advertising does not include a communi cation addressed to a
person who has previously executed a | oan agreenent relative to
t hat person's account UNLESS THE COVMUNI CATI ON | NCLUDES AN UNSO-
LI C TED CHECK DESCRI BED I N SECTI ON 12A.

(H "CONSUMER' MEANS A NATURAL PERSON.

Sec. 12a. (1) False, m sl eading, deceptive, or irresponsi-
bl e advertising is unlawful and is defined as foll ows:

(a) Advertising —whieh— THAT lures, entices, induces, or
tends to induce a person to incur a debt by unreasonably mnim z-
i ng the consequences of assumng a | egal repaynent obligation or
by depicting the assunption of a debt obligation as a frivol ous
transaction. ADVERTI SING DESCRIBED IN TH S SUBDI VI SI ON | NCLUDES
THE UNSCLI Cl TED DELI VERY OF A CHECK OR CHECKS TO A CONSUMER I N
VI OLATI ON OF SUBSECTI ON (3).

(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 —whieh— THAT m srepresents facts or creates
m sl eadi ng i npressi ons.

(e) Advertising —whieh— THAT contains a statenent which,

t hough true, inplies an untruth.
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(f) Advertising —whiteh— THAT uses the phrase "l owest rates”,
"l owest rates in the city", or simlar phrases unless the rates
are actually |l ower than those of other |enders.

(g) Advertising —whieh— THAT uses the phrase "new reduced
rates”, "new |ow rates", "reduced rates", or simlar phrases for
nmore than 60 days after the changed rates becone effective.

(h) Advertising —whieh— THAT causes a probability of confu-
sion or msunderstanding as to the legal rights, obligations, or
remedi es of a lender, or as to the terns or conditions of
credit.

(1) Advertising —whieh— THAT represents that a borrower wll
receive a rebate, discount, or other benefit as an inducenent for
entering into a transaction, if the benefit is contingent on an
event to occur subsequent to the consummati on of the
transacti on.

(J) Advertising —whteh— THAT 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) Alicensee 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.

(3) A LICENSEE SHALL NOT PROVI DE A CONSUVER W TH ElI THER OF
THE FOLLOW NG
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(A) AN UNSQOLI Cl TED BLANK CHECK THAT WOULD ENABLE THE
CONSUMER TO | NCUR A NEW OR ADDED DEBT BURDEN SOLELY BY
| DENTI FYI NG A PAYEE AND ENDORSI NG THE CHECK.

(B) AN UNSOLI ClI TED CHECK I N A FI XED AMOUNT THAT WOULD ENABLE
THE CONSUMER TO | NCUR A NEW OR ADDED DEBT SOLELY BY ENDORSI NG THE
CHECK

Enacting section 1. This anendatory act does not take
effect unless Senate Bill No. or House Bill No. _

(request no. 05990'98 a *) of the 89th Legislature is enacted

into | aw.
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