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SENATE BILL No. 1405

September 17, 2002, Introduced by Senator BULLARD and referred to the Committee on
Transportation and Tourism.

A bill to anend 1950 (Ex Sess) PA 27, entitled
"Mt or vehicle sales finance act,"
by amendi ng sections 13 and 18 (MCL 492. 113 and 492.118),
section 13 as anended by 1990 PA 27 and section 18 as anmended by
1995 PA 166.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 13. (1) —Every— AN installnent sale contract shal
state the full nanes and addresses of all the parties to the con-
tract —— AND the date when signed by the buyer and shall contain
a description of the nmotor vehicle sold THAT IS sufficient for
accurate identification.

(2) An installnment sale contract shall set forth all of the
foll owi ng separate itens in the foll ow ng order

(A) —+—=¢€ash— THE CASH price of the notor vehicle. This
anount shall include any taxes, —ant—eests— THE CASH PRI CE of
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agreed upon accessories and installation of the accessories, THE
CASH PRI CE OF ANY EXTENDED WARRANTY OR SERVI CE CONTRACT, and A
docunentary preparation —fees— FEE. The docunentary preparation
—fees— FEE shall not exceed —$46-66— 5% OF THE CASH PRI CE OF THE
MOTOR VEHI CLE OR $250. 00, WHICHEVER | S LESS. BEG NNI NG ON
JANUARY 1, 2005, THE ADM NI STRATOR SHALL ADJUST THE $250. 00 MAXI -
MUM FOR THE DOCUMENTARY PREPARATI ON FEE DESCRI BED IN TH S SUBDI -
VI SI ON EVERY 2 YEARS TO REFLECT THE CUMULATI VE PERCENTAGE CHANGE
I N THE CONSUMER PRI CE | NDEX FOR THE 2 | MVEDI ATELY PRECEDI NG CAL-
ENDAR YEARS, AS DETERM NED BY THE ADM NI STRATOR. THE ADM NI STRA-
TOR SHALL ROUND THE ADJUSTMENT TO THE NEAREST $100. 00 | NCREMENT
TO SET THE FEE EVERY 2 YEARS UNDER THI S SUBDI VI SI ON, BUT SHALL
CARRY OVER AND USE THE ABSOLUTE VALUE TO CALCULATE THE NEXT
2- YEAR ADJUSTMENT. AS USED IN THI'S SUBDI VI SI ON, " CONSUMER PRI CE
| NDEX" MEANS THE UNI TED STATES CONSUMER PRI CE | NDEX FOR ALL URBAN
CONSUMERS, U.S. CITY AVERAGE, AS DEFI NED AND REPORTED BY THE
UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR STATI STI CS

(B) —2—Pown— THE DOWN paynent made by the buyer at the
time of or before execution of the contract, indicating whether
made in cash, or represented by the agreed value of a
—+t+ade—+n"— TRADE-I N notor vehicle — or other goods, or both.
The ampbunt of cash and the val ue of any —“t+ade-—+na"— TRADE-IN
shall be shown separately. A description THAT IS SUFFI Cl ENT FOR
| DENTI FI CATI ON of —the—"trade—in—+F—any—suffecirent—For
rdentt++eat+oen— ANY TRADE-I N shall be shown.

(C) —3—UYnpatrd— THE UNPAI D cash price bal ance, which —shat+
be— 1S the difference between the cash price —(+tem3i)— UNDER
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SUBDI VI SION (A) and the down paynment —(+tem2)—above— UNDER
SUBDI VI SI ON (B).

(D) —4—tnsurancepremunrs—angd—eosts—of— THE COST OF ANY
| NSURANCE PREM UM OR travel energency benefits pertaining to the

operation of the autonobil e —fer—thepayrent—of—whieh— THAT t he
seller agrees to extend credit to the buyer TO OBTAIN. The

| NSTALLMENT SALE CONTRACT SHALL SET FORTH THE term of the insur-
ance ——— AND a conci se description of the —ecoeverage;,— TERMS OF
THE | NSURANCE POLI CY and the travel energency benefits. —shatH—be
set—forth— If the precise cost of the insurance is not avail able
at the tinme the contract is signed, an estimted anount, ascer-
tained fromthe current published applicable manual of a recog-

ni zed standard insurance rating bureau, may be set forth in the

contract. The seller shall, within 25 days after making the
install ment contract, mail or cause to be mailed to the buyer at
his or her address as shown on the installnent contract a certif-

icate or policy of insurance and a statenent —— showi ng THE
exact cost of the insurance. —AH— EACH installnent sale
—eont+acts— CONTRACT shall contain the follow ng warning, —whitch
shatHt—be— printed promnently in red ink and in 12-point type or
| arger, directly preceding the notice provided for in

section 12(d), —and——shatH—be— encl osed by a continuous heavy

line:
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Warni ng: The insurance afforded hereunder does not cover
l[iability for injury to persons or damage to property of others

unl ess so i ndi cated hereon.

(E) —5— Other —eosts— necessary or incidental ——whith—
COSTS THAT the seller contracts to pay on behalf of the buyer and
for the amount of which the seller agrees to extend credit to the
buyer as authorized by this act. The —eests—shalt—be+temzetd+n
the—econtract—as—tonature—ant—armpount— CONTRACT SHALL CONTAI N AN
| TEM ZATI ON OF THE NATURE AND AMOUNT OF THE COSTS.

(F) —6——Pri+netpat— THE PRI NCl PAL anount financed, which

—shat+—be— IS the total of the —unpatrd—ecashpriree—batance(i+tem

f . . .

. f . f et
extentd—ecredit—to—the—buyer— AMOUNTS DESCRI BED | N SUBDI VI SI ONS
(©Q, (D, AND (E).

(G —+—-Finance— THE FI NANCE charge, which is the consi der-
ation in excess of the —eashprtee—{itemIi)—exctuting—insurance

ment—sate—eontract— TOTAL OF THE CASH PRI CE UNDER SUBDI VI SI ON
(A), EXCLUDI NG THE AMOUNTS DESCRI BED I N SUBDI VI SI ONS (D) AND
(B

(H —8——Fme— THE TI ME bal ance, which —shatH—be— IS the
total of the —principat—amrount—tinanced—{item6)—ptus—thefnance
charge—(+temA—antd—which—shat-+—represent— AMOUNTS DESCRI BED | N

06649' 02 *



© 00 N oo o~ wWw N PP

N N DN DN NN P PP PR, PR PP
ga A W N P O © 0O N O O~ W N B+ O

5
SUBDI VI SIONS (F) AND (G) AND REPRESENTS the total obligation of
t he buyer —whieh— THAT he or she agrees to pay in 2 or nore
schedul ed paynents.

(I') —9—™Payrrent— THE PAYMENT schedul e, which shall state
t he nunber of paynments, the anpunt of the paynents, and the tine
of the paynents required to liquidate the tine bal ance.

(3) An installnment sale contract shall state clearly any
collateral security taken for the buyer's obligation under the
contract.

(4) An installment sale contract shall contain a summary
notice of the buyer's principal |egal rights respecting prepay-
ment of the contract and rebate of THE finance charge and rein-
statenment of the contract in the event of repossession.

(5) An installnment sale contract shall contain specific pro-
visions as to the buyer's liability respecting default charges,
repossession, and sale of the notor vehicle in case of default or
ot her breach of contract, and respecting the collateral security,
i f any.

Sec. 18. (1) &)— A seller licensed under this act may
char ge ———contract—For—recetrve,—o+——cotteet— THE BUYER a fi nance
char ge —as—def+ned—+n—this—aets— on any installnment sale con-
tract covering the retail sale of a notor vehicle in this state.
—that—does— THE FI NANCE CHARGE SHALL not exceed the rate permt-
ted by the credit reformact, 1995 PA 162, MCL 445.1851 TO
445, 1864.
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(2) —b)y— The SELLER SHALL COWPUTE THE finance charge —shat-
be—eonputed— on the principal anmount financed as determ ned under
section —+3(t2(6)— 13(2)(F).

(3) €e)— The SELLER SHALL COWPUTE THE finance charge —shatt+
be—conputed— at the annual rates permtted by subsecti on ({a—
(1) on installnent sale contracts that are payabl e by install nent
paynents, extending for a period of 1 year. On installnment sale
contracts providing for installnent paynents extending for a
period —whieh— THAT is | ess than or greater than 1 year, the
SELLER SHALL COWPUTE THE fi nance charge —shatH—be—<conputed—
proportionately. |If an installnment sale contract provides for
paynment other than in equal successive weekly, sem nonthly, or
monthly installments, the finance charge may be at a rate that
wi |l provide the same annual percentage rate as is permtted on
nmont hly paynment contracts —having—due—+egard—For— CONSI DERI NG t he
schedul e of paynents in the contract. The SELLER SHALL DI SCLOSE
THE annual percentage rate —as—usetd—+n—this—act—shat-t—be— OF THE
| NSTALLMENT SALES CONTRACT in accordance with disclosure require-
ments of the truth in lending act, title | of the consumer credit
protection act, Public Law 90-321, 15 U S.C. 1601 to 1608, 1610
to 1613, 1615, 1631 to 1635, 1637 to 1648, and 1661 to 1667e, and
the regul ati ons promul gated under the truth in | ending act.

(4) —eH— The SELLER MAY COWUTE THE fi nance charge —fay—be
cofputed— on the basis of a full nmonth for a fractional nonth
period in excess of 10 days.

(5) —e)y— A SELLER MAY CHARGE A mi ni num fi nance charge of
$15. 00 —ay—be——echarged— on an installnent sale contract in which
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1 the finance charge, when conputed at the rates indicated, results

2 in a total charge of |ess than $15. 00.
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