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SENATE BILL No. 780

October 23, 2001, Introduced by Senator STEIL and referred to the Committee on Banking and
Financial Institutions.

ADbill to anend 1960 PA 136, entitled

"Sal e of checks act,"
by anmendi ng sections 2, 12, and 15 (MCL 487.902, 487.912, and
487.915), sections 2 and 12 as anended by 1986 PA 275, and by
addi ng sections 12b, 12c, 12d, 12e, 12f, 12g, and 12h.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
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AS USED IN THI S ACT:

(A) "CHECK' MEANS ANY CHECK, DRAFT, MONEY ORDER, OR OTHER
| NSTRUMENT FOR THE TRANSM SSI ON OR PAYMENT OF MONEY.

(B) "COWM SSI ONER' MEANS THE COMM SSI ONER OF THE OFFI CE OF
FI NANCI AL AND | NSURANCE SERVI CES AND ANY AUTHORI ZED REPRESENTA-
TIVE OF THE COWM SSI ONER

(C) "CONTROL PERSON' MEANS A DI RECTOR OR EXECUTI VE OFFI CER

OF A LI CENSEE OR A PERSON VWHO HAS THE AUTHORI TY TO PARTI Cl PATE | N

THE DI RECTI ON, DI RECTLY OR | NDI RECTLY THROUGH 1 OR MORE OTHER
PERSONS, OF THE MANAGEMENT OR POLI CI ES OF A LI CENSEE.

(D) "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 PCSI TI ON.

(E) "FINANCI AL LI CENSI NG ACT" MEANS ANY ACT LI STED I N SEC
TION 2 OF THE CONSUMER FI NANCI AL SERVI CES ACT, 1988 PA 161,
MCL 487. 2052.

(F) "LICENSEE" MEANS A PERSON LI CENSED UNDER THI S ACT.

(G "PERM SSI BLE | NVESTMENTS" MEANS 1 OR MORE OF THE
FOLLOW NG

(i) Cash.

(i) Certificates of deposit or other debt instruments of a
financial institution —which—debt—nstrurents— THAT are insured
by an agency of the federal governnent and —whitch—are— readily

mar ket abl e.
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(i) Bills of exchange or time drafts drawn on and accepted
by a commercial bank, otherw se known as bankers acceptances,
which are eligible for purchase by nenber banks of the federal
reserve system

(iv) Commercial paper of prime quality as defined by a
national Iy recogni zed organi zati on that rates —such— COVERCI AL
paper .

(v) Investnent securities that are obligations of the United
States or any of its agencies or instrunentalities, or obliga-
tions —whieh— THAT are guaranteed fully as to principal and
interest by the United States, or any obligations of any state,
muni ci pality, or —of— any political subdivision of any state or
muni ci pality.

(vi) Shares in a noney market nutual fund, or
i nterest-bearing bills, notes, or bonds.

(vii) —Any—comron— COMMON or preferred stock traded on a
national securities exchange. Investnents in stock under this
subpar agraph shall not exceed 10% of the anmount of perm ssible
I nvestnents held by a |icensee or 20% of the net worth of the
i censee, whichever is |ess.

(viii) Any receivabl e —whieh— THAT is due to any |icensee
fromits agents —pursuant—to— UNDER an agreenent described in
section 10a.

(ix) —Any— A demand borrow ng agreenent or agreenents in an
anount or aggregate anount —whieh— THAT does not exceed 10% of
the net worth of the conpany liable for paynment —thereof— under

t he agreenent as shown on financial statements certified by a
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certified public accountant acceptable to the comm ssioner, which
conpany is a corporation or a subsidiary of a corporation whose
capital stock is listed on a national exchange and is not a

| i censee or agent of a licensee. The borrow ng agreenents shal
be filed with the conmm ssioner.

(X) Any other investnents approved by the comm ssioner.

(H) "PERSON' MEANS AN | NDI VI DUAL, PARTNERSHI P, ASSCOCI ATI ON,
CORPORATI ON, LIMTED LI ABI LI TY COMPANY, OR ANY OTHER ENTI TY.

(1) —FH)— "Travel ers check” nmeans an instrunent for the pay-
ment of noney —that—s—sotd—+n—a rmittipteof —$5-000r—$16-06,— or
a foreign currency instrunent in any denom nation, that provides
for both of the follow ng:

(1) A specinen signature of the purchaser to be conpleted at
the tinme of purchase of the instrunent.

(i) A countersignature of the purchaser, to be conpleted
when the instrunent is negoti ated.

Sec. 12. (1) A license shall not be denied, suspended, or
revoked except on 10 days’ notice to the applicant or |icensee
setting forth in witing the reasons for the denial, suspension,
or revocation. Wthin 5 days after receipt of the notice the

applicant or licensee may make witten demand for a hearing. The

conmm ssi oner with reasonabl e pronptness shall hear and determ ne

the matter as provided by —ehapter—4—of— the adm nistrative pro-
cedures act of 1969, —Act—No—306—of thePublHHcActs—of 1969

1969 PA 306, MCL 24.201 TO 24.328. |If the applicant or |icensee

considers itself aggrieved by the order of the conm ssioner, the
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applicant or licensee may appeal wthin 30 days fromthe date of
—steh— THE order to the circuit court in the manner provi ded by
—chapter—6—of— the adm nistrative procedures act of 1969, —Act

: i i 1969 PA 306, MCL 24.201 TO
24.328, and shall be entitled to the sane judicial review as pro-
vided in that act. |If an appeal is taken from an order revoking
any license, the effect of the order may be stayed by the court
pending the final determ nation of the appeal.

(2) The comm ssioner may nmake investigations and conduct
hearings as the conm ssioner considers necessary to determ ne
whet her any |icensee or any other person has viol ated —any—of—the
provistons—of— this act, or whether —any— A |icensee has con-
duct ed business in —sueh— a manner —as— THAT would justify sus-
pensi on or revocation of its |icense.

(3) The comm ssioner may subpoena w tnesses and docunents,
papers, books, records, and other evidence in any matter over
whi ch the comm ssioner has jurisdiction, control, or
supervi sion. The conm ssioner may adm ni ster oaths and affirnma-
tions to any person whose testinony is required.

(4) If a person fails to conply with a subpoena issued by
the conm ssioner or to testify with respect to any matter con-
cerning which the person may be | awfully questioned, the
COWMM SSI ONER MAY PETITION THE circuit court for |Ingham county —
ofr—apptiecation—of—the—commssioner,—may— TO i sSsue an order

requiring the attendance of the person and the giving of

testi mony or production of evidence.
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SEC. 12B. (1) IF IN THE OPI NION OF THE COWM SSI ONER A
LI CENSEE 1S, HAS, OR IS ABOUT TO ENGAGE | N A PRACTI CE THAT POSES
A THREAT OF FI NANCI AL LOSS OR THREAT TO THE PUBLI C WELFARE, OR
'S, HAS, OR IS ABOUT TO VI OLATE A LAW OR RULE, THE COWM SS| ONER
MAY SERVE A NOTI CE OF | NTENTI ON TO | SSUE A CEASE AND DES| ST ORDER
AS PROVI DED | N SUBSECTI ON (2) .

(2) A NOTI CE SERVED UNDER THI'S SECTI ON SHALL CONTAIN A
STATEMENT OF THE FACTS CONSTI TUTI NG THE ALLEGED PRACTI CE OR VI O
LATI ON, AND SHALL FI X A TIME AND PLACE AT WHI CH A HEARI NG W LL BE
HELD TO DETERM NE WHETHER AN ORDER TO CEASE AND DESI ST SHOULD BE
| SSUED AGAI NST THE LI CENSEE.

(3) | F THE LI CENSEE FAILS TO APPEAR AT THE HEARI NG BY A DULY
AUTHORI ZED REPRESENTATI VE, THE LI CENSEE SHALL HAVE CONSENTED TO
THE | SSUANCE OF THE CEASE AND DESI ST ORDER
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(4) IN THE EVENT OF CONSENT UNDER SUBSECTI ON (3), OR | F UPON
THE RECORD MADE AT THE HEARI NG, THE COWM SSI ONER FI NDS THAT THE
PRACTI CE OR VI OLATI ON SPECI FI ED | N THE NOTI CE HAS BEEN ESTAB-

LI SHED, THE COWM SSI ONER MAY SERVE UPON THE LI CENSEE AN ORDER TO
CEASE AND DESI ST FROM THE PRACTI CE OR VI OLATI ON. THE ORDER MAY
REQUI RE THE LI CENSEE AND | TS OFFI CERS, DI RECTORS, MEMBERS, PART-
NERS, TRUSTEES, EMPLOYEES, AGENTS, AND PERSONS EXERCI S| NG CONTROL
OVER THE BUSI NESS ACTI VI TIES OF THE LI CENSEE TO CEASE AND DESI ST
FROM THE PRACTI CE OR VI OLATI ON AND TO TAKE AFFI RVATI VE ACTI ON TO
CORRECT THE CONDI TI ONS RESULTI NG FROM THE PRACTI CE OR VI OLATI ON.

(5) EXCEPT AS PROVI DED | N SUBSECTI ON (6) OR TO THE EXTENT IT
| S STAYED, MODI FI ED, TERM NATED, OR SET ASI DE BY THE COWM SSI ONER
OR A COURT, A CEASE AND DESI ST ORDER SHALL BECOVE EFFECTI VE ON
THE DATE OF SERVI CE.

(6) A CEASE AND DESI ST ORDER | SSUED UPON CONSENT SHALL
BECOME EFFECTI VE AT THE TI ME SPECI FI ED | N THE ORDER AND REMAI N
EFFECTI VE AND ENFORCEABLE AS PROVI DED | N THE ORDER.

SEC. 12C. (1) AS PROVIDED I N SECTION 14, THE COWM SS| ONER
MAY | NVESTI GATE OR CONDUCT AN EXAM NATI ON OF ANY PERSON AND CON
DUCT HEARI NGS AS THE COMM SSI ONER CONSI DERS NECESSARY TO DETER-

M NE WHETHER A LI CENSEE OR ANY OTHER PERSON HAS VI OLATED THI S
ACT, OR WHETHER A LI CENSEE HAS CONDUCTED BUSI NESS | N A MANNER
THAT WOULD JUSTI FY SUSPENSI ON OR REVOCATI ON OF | TS LI CENSE.

(2) UPON THE FILING OF A COWPLAI NT OR THE TAKI NG OF ACTI ON
AGAI NST A LI CENSEE UNDER SECTI ON 12B, 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
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PERSON FAM LI AR W TH THE FACTS SET FORTH | N THE AFFI DAVI T AND
SHALL CONTAI N | NFORVATI 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 COMM SSI ONER A
REQUEST FOR A HEARI NG. 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 UNTI L THE COVM SSI ONER FI NDS THAT THE THREAT OF FI NANCI AL
LOSS OR THREAT TO THE PUBLI C WELFARE NO LONGER EXI STS.

SEC. 12D. (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 THI'S ACT OR A LI CENSEE OR REG STRANT UNDER A FI NANCI AL
LI CENSI NG ACT. FOR PURPCSES OF THI'S SECTI ON, "FRAUD' SHALL
| NCLUDE ACTI ONABLE FRAUD, ACTUAL OR CONSTRUCTI VE FRAUD, CRI M NAL
FRAUD, EXTRINSI C OR I NTRINSI C FRAUD, FRAUD | N THE EXECUTI ON, I N
THE | NDUCEMENT, I N FACT, OR IN LAW OR ANY OTHER FORM OF FRAUD.

(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 DOES
NOT APPEAR AT THE HEARI NG, HE OR SHE | S CONSI DERED TO HAVE COMN
SENTED TO THE | SSUANCE OF AN ORDER | N ACCORDANCE W TH THE
NOTI CE.
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(3) | F AFTER A HEARI NG HELD UNDER SUBSECTI ON (2) THE
COMM SSI ONER FI NDS THAT ANY OF THE GROUNDS SPECI FI ED I N THE
NOTI CE HAVE BEEN ESTABLI SHED, THE COWM SSI ONER MAY | SSUE AN ORDER
OF SUSPENSI ON OR PROHI Bl TI ON FROM BEI NG A LI CENSEE OR REGI STRANT
OR 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.

(4) AN ORDER | SSUED UNDER SUBSECTI ON (2) OR (3) |'S EFFECTI VE
UPON SERVI CE UPON THE PERSON. THE COMM 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 I'S STAYED, MODI FI ED, TERM NATED, OR SET ASI DE BY THE
COMM 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 COWM SSI ONER TO TERM NATE THE ORDER

(6) | F THE COWM 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 PURCHASERS OF CHECKS FROM A LI CENSEE, THE COWM 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 |'S | SSUED AND,
UNLESS STAYED BY A COURT, REMAINS | N EFFECT PENDI NG THE COVPLE-
TION OF A REVI EW AS PROVI DED UNDER THI' S SECTI ON AND THE COWM S-

SI 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
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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 OR PRCHI Bl 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 NMAY 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
CONTROL PERSON.

SEC. 12E. (1) A HEARI NG UNDER SECTI ON 12B OR 12D 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 O\, THE COW 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 S| ON.

(2) EXCEPT FOR A CONSENT ORDER, A PARTY TO THE PROCEEDI NG
OR A PERSON AFFECTED BY AN ORDER | SSUED UNDER SECTI ON 12B OR
SECTI ON 12D MAY OBTAIN A JUDI Cl AL REVI EW OF THE ORDER. A CONSENT
ORDER MAY BE REVI EWNED AS PROVI DED UNDER THE ADM NI STRATI VE
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PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24. 328.
EXCEPT FOR AN ORDER UNDER JUDI CI AL REVI EW THE COW SSI ONER MAY
TERM NATE OR SET ASI DE ANY OCRDER. THE COWM SSI ONER MAY TERM NATE
OR SET ASI DE AN ORDER UNDER JUDI CI AL REVI EWW TH THE PERM SSI ON
OF THE COURT.

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

SEC. 12F. THE COW SSI ONER MAY APPLY TO THE CI RCU T COURT
OF | NGHAM COUNTY FOR THE ENFORCEMENT OF ANY OUTSTANDI NG ORDER
| SSUED UNDER SECTI ON 12B, 12C, OR 12D.

SEC. 12G I N ADDI TI ON TO ANY OTHER PENALTI ES PROVI DED FOR
UNDER THI S ACT, ANY CURRENT OR FORMER EXECUTI VE OFFI CER, DI REC-
TOR, AGENT, OR CONTROL PERSON WHO VI OLATES A FI NAL CORDER | SSUED
UNDER SECTION 12D IS GUI LTY OF A M SDEMEANOR PUNI SHABLE BY A FI NE
OF NOT MORE THAN $5, 000. 00 OR | MPRI SONMENT FOR NOT MORE THAN 1
YEAR, OR BOTH.

SEC. 12H A CONTROL PERSON WHO I'S SUBJECT TO AN ORDER
| SSUED UNDER SECTI ON 12D 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 IN THE CONTRCOL OF A LI CENSEE AFTER THE
DATE THE ORDER | S | SSUED.

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

01326’ 01



© 00 N O 0o A W N PP

N N R R R R R R R R R R
P O © O N O O A W N B O

(1) EXCEPT AS PROVI DED UNDER SECTI ON 12H, A LI CENSEE SHALL
NOT KNOW NGLY 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 THAT
PROHI BI TS THAT PERSON FROM BEI NG EMPLOYED BY, AN AGENT OF, OR A
CONTROL PERSON COF THE LI CENSEE.

(2) A PERSON THAT VI OLATES THIS ACT IS GULTY OF A M SDE-
MEANOR PUNI SHABLE BY A FI NE OF NOT MORE THAN $100. 00 OR BY
| MPRI SONMENT FOR NOTT MORE THAN 90 DAYS, OR BOTH. EACH TRANSAC-
TION I N VI OLATION OF THI S ACT AND EACH DAY THAT A VI OLATI ON CON-
TINUES | S A SEPARATE OFFENSE UNDER THI S SECTI ON.
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