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SB 776, As Passed Senate, November 1, 2001

SENATE BILL No. 776

October 23, 2001, Introduced by Senators STEIL, GARCIA, GOSCHKA, HART, NORTH
and VAN REGENMORTER and referred to the Committee on Banking and Financial
Institutions.

A Dbill to amend 1988 PA 161, entitled
"Consuner financial services act,"
by anmendi ng sections 2 and 17 (MCL 487. 2052 and 487.2067), as
anended by 1999 PA 275, and by addi ng sections 10f, 10g, 10h,
10i, 10j, and 10k.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2. As used in this act:

(a) "Applicant” neans a person that has applied to the com
m ssioner to be |icensed under this act.

(b) "Bureau" neans the —f+ranctrat—nst+tuttons—bureat—
OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES of the departnent of
consumer and i ndustry servi ces.

(c) "Business activity" neans any activity regul ated by any

of the financial |licensing acts identified under subdivision

(d).
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(d) "Cass | license" neans a license issued under this act
that authorizes the |licensee to engage in all of the activities
permtted under the regulatory | oan act of 1963, 1939 PA 21, MCL
493.1 to —49326— 493.25, the secondary nortgage | oan act, 1981
PA 125, MCL 493.51 to 493.81, the notor vehicle sales finance
act, 1950 (Ex Sess) PA 27, MCL 492.101 to 492. 141, 1984 PA 379,
MCL 493.101 to 493. 114, the sale of checks act, 1960 PA 136, MCL
487.901 to 487.916, or the nortgage brokers, |enders, and servic-
ers licensing act, 1987 PA 173, MCL 445. 1651 to 445. 1684.

(e) "Class Il license" neans a |icense issued under this act
that authorizes all of the activities permtted under a class |
| i cense except for activities permtted under the sale of checks
act, 1960 PA 136, MCL 487.901 to 487.916, |oan servicing activi-
ti es under the secondary nortgage |oan act, 1981 PA 125, MCL
493.51 to 493.81, or the nortgage brokers, |enders, and servicers
| icensing act, 1987 PA 173, MCL 445. 1651 to 445. 1684.

(f) "Commi ssioner” neans the conm ssioner of the —f+ranetal
rAst+tut+ons—bureat— OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES
or an authorized representative of the comm ssioner.

(G "CONTROL PERSON' MEANS A DI RECTOR OR EXECUTI VE OFFI CER
OF A LI CENSEE OR A PERSON WHO HAS THE AUTHORI TY TO PARTI Cl PATE I N
THE DI RECTI ON, DI RECTLY OR | NDI RECTLY THROUGH 1 OR MORE OTHER
PERSONS, OF THE MANAGEMENT OR POLI CIES OF A LI CENSEE

(H —g)— "Depository financial institution"” means a bank,
savi ngs and | oan associ ation, savings bank, or credit union orga-
ni zed under the laws of this state, another state, the District

of Colunbia, the United States, or a territory or protectorate of
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the United States, whose deposits are insured by an agency of the
federal governnent.

(1) "EXECUTI VE OFFI CER' MEANS AN OFFI CER, MEMBER, OR PARTNER
OF A LI CENSEE, | NCLUDI NG CH EF EXECUTI VE OFFI CER, PRESI DENT, VI CE
PRESI DENT, CHI EF FI NANCI AL OFFI CER, CONTROLLER, COVPLI ANCE OFFI -
CER, OR ANY OTHER SI M LAR POSI TI ON

(J) —h)— "Financial licensing acts" nmeans the acts |isted
i n subdivision (d).

(K) —+)— "Licensee" neans a person that is |licensed under
this act.

() —)— "Loan servicing activities" neans the collection
or remttance for a | ender, noteowner, noteholder, or the
| i censee's own account of 4 or nore installnment paynents of the
principal, interest, or an anount placed in escrow under a nort-
gage servicing agreenent or a nortgage | oan subject to the nort-
gage brokers, |enders, and servicers |icensing act, 1987 PA 173,
MCL 445. 1651 to 445.1684, or a nortgage servicing agreenent or
secondary nortgage | oan subject to the secondary nortgage | oan
act, 1981 PA 125, MCL 493.51 to 493.81, or an agreenent with the
nort gagor .

(M —{&)— "Person" neans an individual, corporation, part-
nership, association, limted liability conpany, or any other
| egal entity.

SEC. 10F. (1) AS PROVIDED IN SECTION 10(4), THE COW S-
SI ONER MAY | NVESTI GATE OR CONDUCT AN EXAM NATI ON OF ANY PERSON
AND CONDUCT HEARI NGS AS THE COWM SSI ONER CONSI DERS NECESSARY TO
DETERM NE WHETHER A LI CENSEE OR ANY OTHER PERSON HAS VI OLATED
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TH'S ACT, OR WHETHER A LI CENSEE HAS CONDUCTED BUSI NESS I N A
MANNER THAT WOULD JUSTI FY SUSPENSI ON OR REVOCATI ON OF | TS

LI CENSE.

(2) UPON THE FILING OF A COVPLAI NT OR THE TAKI NG OF ACTI ON
AGAI NST A LI CENSEE UNDER SECTI ON 10(7), THE COVM SSI ONER MAY
| SSUE AND SERVE UPON A LI CENSEE AN ORDER SUSPENDI NG THAT PERSON S
LI CENSE. THE ORDER SHALL BE SUPPORTED BY AN AFFI DAVI T FROM A
PERSON FAM LI AR W TH THE FACTS SET FORTH I N THE AFFI DAVI T AND
SHALL CONTAI N | NFORMATI ON THAT AN | MM NENT THREAT OF FI NANCI AL
LOSS OR THREAT TO THE PUBLI C WELFARE EXI STS.

(3) UPON SERVI CE OF THE ORDER UNDER SUBSECTI ON (2), THE
LI CENSEE SHALL HAVE 20 DAYS TO FILE W TH THE COWM SSI ONER A
REQUEST FOR A HEARING. THE HEARI NG SHALL BE SCHEDULED W THI N 20
DAYS OF THE RECEI PT OF A REQUEST FI LED UNDER THI S SUBSECTI ON.

(4) A SUSPENSI ON OF A LI CENSE UNDER THI'S SECTI ON SHALL CON-
TINUE UNTIL THE COWM SSI ONER FI NDS THAT THE THREAT OF FI NANCI AL
LOSS OR THREAT TO THE PUBLI C WELFARE NO LONGER EXI STS.

SEC. 10G (1) IF IN THE OPI NION OF THE COWM SSI ONER A
PERSON HAS ENGAGED | N FRAUD, THE COWM SSI ONER MAY SERVE UPON THAT
PERSON A WRI TTEN NOTI CE OF | NTENTI ON TO PROHI BI T THAT PERSON FROM
BEI NG EMPLOYED BY, AN AGENT OF, OR CONTROL PERSON OF A LI CENSEE
UNDER TH S ACT OR A LI CENSEE OR REG STRANT UNDER A FI NANCI AL
LI CENSI NG ACT. FOR PURPOSES OF THI'S SECTI ON, "FRAUD' SHALL
| NCLUDE ACTI ONABLE FRAUD, ACTUAL OR CONSTRUCTI VE FRAUD, CRI M NAL
FRAUD, EXTRINSIC OR | NTRI NSI C FRAUD, FRAUD | N THE EXECUTI ON, I N
THE | NDUCEMENT, |N FACT, OR IN LAW OR ANY OTHER FORM OF FRAUD.
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(2) A NOTI CE | SSUED UNDER SUBSECTI ON (1) SHALL CONTAIN A
STATEMENT OF THE FACTS SUPPORTI NG THE PROHI BI TI ON AND, EXCEPT AS
PROVI DED UNDER SUBSECTI ON (7), SET A HEARI NG TO BE HELD NOT MORE
THAN 60 DAYS AFTER THE DATE OF THE NOTICE. |F THE PERSON DCES
NOT APPEAR AT THE HEARI NG, HE OR SHE |'S CONSI DERED TO HAVE CON
SENTED TO THE | SSUANCE OF AN ORDER | N ACCORDANCE W TH THE
NOTI CE.

(3) |F AFTER A HEARI NG HELD UNDER SUBSECTI ON (2) THE COWM S-
SI ONER FI NDS THAT ANY OF THE GROUNDS SPECI FI ED | N THE NOTI CE HAVE
BEEN ESTABLI SHED, THE COVM SSI ONER MAY | SSUE AN ORDER OF SUSPEN-
SI ON OR PROHI BI TI ON FROM BEI NG A LI CENSEE OR REG STRANT OR FROM
BEI NG EMPLOYED BY, AN AGENT OF, OR CONTROL PERSON OF ANY LI CENSEE
UNDER TH S ACT OR A LI CENSEE OR REG STRANT UNDER A FI NANCI AL
LI CENSI NG ACT.

(4) AN ORDER | SSUED UNDER SUBSECTI ON (2) OR (3) |'S EFFECTI VE
UPON SERVI CE UPON THE PERSON. THE COWM SSI ONER SHALL ALSO SERVE
A COPY OF THE ORDER UPON THE LI CENSEE OF WHI CH THE PERSON |'S AN
EMPLOYEE, AGENT, OR CONTROL PERSON. THE ORDER REMAI NS | N EFFECT
UNTIL I T IS STAYED, MODI FI ED, TERM NATED, OR SET ASIDE BY THE
COWM SSI ONER OR A REVI EW NG COURT.

(5) AFTER 5 YEARS FROM THE DATE OF AN ORDER | SSUED UNDER
SUBSECTI ON (2) OR (3), THE PERSON SUBJECT TO THE ORDER MAY APPLY
TO THE COWMM SSI ONER TO TERM NATE THE ORDER.

(6) | F THE COVM SSI ONER CONSI DERS THAT A PERSON SERVED A
NOTI CE UNDER SUBSECTI ON (1) POSES AN | MM NENT THREAT OF FI NANCI AL
LOSS TO APPLI CANTS FOR LOANS, MORTGAGE LOANS, SECONDARY MORTGAGE
LOANS, CREDI T CARD ARRANGEMENTS, OR | NSTALLMENT SALES CREDI T,
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BORRONERS ON LOANS, OBLI GORS ON | NSTALLMENT SALE CONTRACTS, LOAN
SERVI CI NG CUSTOMVERS, PURCHASERS OF MORTGAGE LOANS OR | NTERESTS I N
MORTGAGE LOANS, OR PURCHASERS OF CHECKS FROM A LI CENSEE, THE COM
M SSI ONER MAY SERVE UPON THE PERSON AN ORDER OF SUSPENSI ON FROM
BEI NG EMPLOYED BY, AN AGENT OF, OR CONTROL PERSON OF ANY
LI CENSEE. THE SUSPENSI ON | S EFFECTI VE ON THE DATE THE ORDER I S
| SSUED AND, UNLESS STAYED BY A COURT, REMAINS | N EFFECT PENDI NG
THE COVPLETI ON OF A REVI EW AS PROVI DED UNDER THI S SECTI ON AND THE
COW SSI ONER HAS DI SM SSED THE CHARGES SPECI FI ED | N THE ORDER.

(7) UNLESS OTHERW SE AGREED TO BY THE COWM SSI ONER AND THE
PERSON SERVED W TH AN ORDER | SSUED UNDER SUBSECTI ON (6), THE
HEARI NG REQUI RED UNDER SUBSECTI ON (2) TO REVI EW THE SUSPENSI ON
SHALL BE HELD NOT EARLI ER THAN 5 DAYS OR LATER THAN 20 DAYS AFTER
THE DATE OF THE NOTI CE.

(8) IF A PERSON IS CONVI CTED OF A FELONY | NVOLVI NG FRAUD,

DI SHONESTY, OR BREACH OF TRUST, THE COWM SSI ONER MAY | SSUE AN
ORDER SUSPENDI NG OCR PROHI BI TI NG THAT PERSON FROM BEI NG A LI CENSEE
AND FROM BEI NG EMPLOYED BY, AN AGENT OF, OR CONTROL PERSON OF ANY
LI CENSEE UNDER THI S ACT OR A LI CENSEE OR REG STRANT UNDER A

FI NANCI AL LI CENSI NG ACT. AFTER 5 YEARS FROM THE DATE OF THE
ORDER, THE PERSON SUBJECT TO THE ORDER MAY APPLY TO THE COW S-

SI ONER TO TERM NATE THE ORDER

(9) THE COW SSI ONER SHALL MAIL A COPY OF ANY NOTI CE OR
ORDER | SSUED UNDER THI' S SECTI ON TO THE LI CENSEE OF WHI CH THE
PERSON SUBJECT TO THE NOTI CE OR ORDER | S AN EMPLOYEE, AGENT, OR
CONTRCOL PERSON.
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SEC. 10H. (1) A HEARI NG UNDER SECTI ON 10 OR 10G SHALL BE
CONDUCTED UNDER THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969
PA 306, MCL 24.201 TO 24.328. WTH N 30 DAYS AFTER THE COW S-
SI ONER HAS NOTI FI ED THE PARTI ES THAT THE CASE HAS BEEN SUBM TTED
TO HM OR HER FOR FI NAL DECI SI ON, THE COMM SSI ONER SHALL RENDER A
DECI SI ON THAT SHALL | NCLUDE FI NDI NGS OF FACT SUPPORTI NG THE DECI -
SI ON AND SERVE UPON EACH PARTY TO THE PROCEEDI NG A COPY OF THE
DECI SI ON AND AN ORDER CONSI STENT W TH THE DECI SI ON.

(2) EXCEPT FOR A CONSENT CORDER, A PARTY TO THE PROCEEDI NG
OR A PERSON AFFECTED BY AN CORDER | SSUED UNDER SECTI ON 10 OR
SECTI ON 10G MAY OBTAIN A JUDI CI AL REVI EW OF THE ORDER. A CONSENT
ORDER MAY BE REVI EWNED AS PROVI DED UNDER THE ADM NI STRATI VE PROCE-
DURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328. EXCEPT FOR
AN ORDER UNDER JUDI Cl AL REVI EW THE COMM SSI ONER MAY TERM NATE OR
SET ASI DE ANY ORDER. THE COWM SSI ONER MAY TERM NATE OR SET ASI DE
AN ORDER UNDER JUDI Cl AL REVI EWW TH THE PERM SSI ON OF THE COURT.

(3) UNLESS ORDERED BY THE COURT, THE COMMENCEMENT OF PRO-
CEEDI NGS FOR JUDI Cl AL REVI EW UNDER SUBSECTI ON (2) DOES NOT STAY
THE COW SSI ONER' S ORDER.

SEC. 10l. THE COW SSI ONER MAY APPLY TO THE CI RCUI T COURT
OF | NGHAM COUNTY FOR THE ENFORCEMENT OF ANY OUTSTANDI NG ORDER
| SSUED UNDER SECTI ON 10, 10F, OR 10G

SEC. 10J. ANY CURRENT OR FORMER EXECUTI VE OFFI CER, DI REC-
TOR, ACGENT, OR CONTRCL PERSON WHO VI OLATES A FI NAL ORDER | SSUED
UNDER SECTION 10G IS GU LTY OF A M SDEMEANOR PUNI SHABLE BY A FI NE
OF NOT MORE THAN $5, 000. 00 OR | MPRI SONMVENT FOR NOT MORE THAN 1
YEAR, OR BOTH.
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SEC. 10K. A CONTROL PERSON WHO IS SUBJECT TO AN ORDER
| SSUED UNDER SECTI ON 10G(6) AND WHO MEETS ALL OF THE FOLLOW NG
REQUI REMENTS IS NOT I N VI OLATI ON OF THE ORDER:

(A) THE CONTROL PERSON SHALL NOT I N ANY MANNER, DI RECTLY OR
| NDI RECTLY, PARTI ClI PATE I N THE CONTROL OF A LI CENSEE AFTER THE
DATE THE ORDER | S | SSUED

(B) THE CONTROL PERSON SHALL WTHI N 6 MONTHS AFTER THE DATE
THE ORDER | S FI NAL TRANSFER ANY | NTEREST THE CONTROL PERSON OMNS
IN A LI CENSEE TO AN UNRELATED THI RD PARTY.

Sec. 17. A licensee under this act —+s—prohtbited—++rom

engagtng—n—thefoHHowng—activiti+es—or—practieces— SHALL NOT DO
ANY OF THE FOLLOW NG

(a) —Fhe— ENGAGE I N THE busi ness of a real estate broker or
real estate sal esperson |icensed under article 25 of the occupa-
tional code, 1980 PA 299, MCL 339.2501 to —33925%5— 339.2518.

(b) —Fhe— ENGAGE I N THE busi ness of a pawnbroker |icensed
under 1917 PA 273, MCL 446. 201 to 446. 219.

(c) —TFhe— ENGAGE I N THE busi ness of a debt nanagenent com
pany |icensed under the debt nmanagenent act, 1975 PA 148, MCL
451. 411 to 451. 437.

(d) Entering into a tying arrangenent —whereby— THROUGH
VWHI CH the |icensee conditions the sale of 1 financial service to
a consuner on the agreenent by the consuner to purchase 1 or nore
ot her financial services fromthe |Iicensee, an affiliate, or sub-
sidiary of the licensee.

(E) KNON NGY PERM T A PERSON TO VI OLATE AN ORDER THAT HAS
BEEN | SSUED UNDER THI S ACT OR ANY OTHER FI NANCI AL LI CENSI NG ACT
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1 THAT PROHI BI TS THAT PERSON FROM BElI NG EMPLOYED BY, AN AGENT OCF,
2 OR A CONTROL PERSON OF THE LI CENSEE.
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