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Complete to 3-18-09
A SUMMARY OF HOUSE BILL 4607 ASINTRODUCED 3-17-09

The bill would create the Refund Anticipation Loan Act. A "refund anticipation loan" or
RAL isdefined in the bill as an extension of credit to ataxpayer that a person arranged to
be repaid directly from the proceeds of a taxpayer's federal or state personal income tax
refund. The bill would require certain actions on the part of an RAL "facilitator" when
involved in providing a refund anticipation loan. The bill also creates a right of
rescission for a borrower who had a change of mind. House Bill 4607 is identical to
House Bill 4166

A "refund anticipation loan fee" would mean the charges, fees, or other consideration
charged or imposed by a lender or facilitator; it would not include any charge, fee, or
other consideration usually charged or imposed by a facilitator in the ordinary course of
business for tax return preparation, electronic filing of tax returns, or other non-loan
services. "Taxpayer" would mean an individual who filed a federal or Michigan personal
income tax return.

"Facilitator" would mean a person that individually or in conjunction with another person
processed, received, or accepted for delivery an application for a refund anticipation loan
or a check in payment of RAL proceeds or in any other manner materially facilitated the
making of an RAL. The term would not include a financia institution; an affiliate that
was a servicer for a financia institution; or a person certified, registered, or licensed to
engage in the practice of public accounting.

Required disclosure before an application is completed. Before a taxpayer completed an
application for an RAL, the facilitator would have to clearly disclose certain information
in writing on a separate form. Among the information required to be disclosed would be
the following:

e That the RAL is an extension of credit and not the taxpayer's actual personal
income tax refund.

e Application loan fees and the annual percentage rates charged by the facilitator or
lender for at least three representative RAL amounts.
That electronic filing of atax return is available without applying for an RAL.

e The average time for refunds if an RAL was not applied for, as specified in the
bill.
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e That the amount of the anticipated tax refund may not be the actua amount
refunded by the IRS or state Department of Treasury.

e That the full amount of the RAL and fees would have to be repaid.

e The estimated time for the proceeds to be paid to the taxpayer if the RAL were
approved.

e Feescharged to the taxpayer even if the RAL was not approved.

Disclosure prior to a RAL agreement. Before entering into an RAL agreement, the
facilitator would also have to disclose the estimated total fees for the loan and the
estimated annual percentage rate for the loan.

Prohibited conduct. A facilitator could not require a consumer to enter into an RAL
arrangement in order to complete atax return; misrepresent a material factor or condition
of granting an RAL,; fail to process the application for an RAL after an applicant applied
for the loan; or engage in any fraudulent transaction, practice, or course of business with
any person in connection with an RAL.

Penalty. A person, including, but not limited to, a facilitator and/or his employees, agent,
director, etc. that violated or participated in a violation of the act, would be guilty of a
misdemeanor punishable by imprisonment for not more than 93 days and/or a fine of not
more than $500.

Consumer right of rescission. The bill aso creates a right of rescission for a borrower
who had a change of mind. The borrower would have until the end of business on the
day after the loan was made to rescind the RAL (one business day). The borrower would
have to return the original check issued for the RAL or pay the amount of the loan in cash
to the lender or facilitator. The borrower could not be charged a fee for rescinding the
RAL and would have any fee charged for making the RAL refunded, as well. However,
any fee charged to the customer for establishing and administering a bank account to
electronically receive and distribute the customer's tax refunds would not have to be
refunded by the facilitator.

Restrictions on local governments. Lastly, the bill would prohibit a political subdivision
of the state (city, township, etc.) from adopting any rule, regulation, code, or ordinance to
restrict or limit any of the bill's provisions relating to RALs. Further, the bill's provisions
would supersede and preempt any rule, regulation, code, or ordinance of a local unit
relating to RALS.

FISCAL IMPACT:

Enforcement of the bill would have no impact on the state and an indeterminate, though
not likely significant, impact on local units of government. The bill does not contain any
provisions concerning enforcement or administration by a state agency. This generally
precludes the Office of Financia and Insurance Regulation, which has general authority
over consumer finance issues, from imposing fines and penalties, and taking other
administrative actions necessary to ensure compliance with the bill. (See, for example,
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Article 4 of the Deferred Presentment Service Transactions Act, 2005 PA 244, which
regulates "payday" loans, which are similar in concept to refund anticipation loans.
Article 4 provides for the investigation of customer complaints; cease and desist orders,
license suspension, revocation, and termination; the imposition of civil fines, and
administrative hearings.) Enforcement of the bill would, then, be an activity of local law
enforcement agencies.

Additionally, the bill provides that any violation would be a misdemeanor subject to a
fine of not more than $500 or imprisonment of up to 93 days, or both. As aresult, the bill
would have no fiscal impact on the Department of Corrections. Any local impact would
depend on how the bill affected the number of misdemeanants sentenced to jail or
misdemeanor probation supervision, the costs of which vary by jurisdiction. Any
increase in pena fine revenues could benefit local libraries, which are the
constitutionally-designated recipients of such revenues.

Additionally, the bill provides that any violation would be a misdemeanor subject to a
fine of not more than $500 or imprisonment of up to 93 days, or both. As aresult, the bill
would have no fiscal impact on the Department of Corrections. Any local impact would
depend on how the bill affected the number of misdemeanants sentenced to jail or
misdemeanor probation supervision, the costs of which vary by jurisdiction. Any
increase in pena fine revenues could benefit local libraries, which are the
constitutionally-designated recipients of such revenues.

Legidative Analyst: Susan Stutzky
Fisca Anayst: Mark Wolf
Marilyn Peterson

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legislative intent.

Analysis available at http://www.legidature.mi.gov HB 4607 Page3of 3




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


