STATE OF MICHIGAN
JOCELYN BENSON, SECRETARY OF STATE
DEPARTMENT OF STATE
LANSING

June 8, 2020

NOTICE OF FILING

ADMINISTRATIVE RULES

To: Secretary of the Senate
Clerk of the House of Representatives
Joint Committee on Administrative Rules
Michigan Office of Administrative Hearings and Rules (Administrative Rule #19-029-IF)
Legislative Service Bureau (Secretary of State Filing #20-06-02)
Department of Insurance and Financial Services

In accordance with the requirements of Section 46 of Act No. 306 of the Public Acts of 1969,
being MCL 24.246, and paragraph 16 of Executive Order 1995-6, this is to advise you that the
Michigan Office of Administrative Hearings and Rules filed Administrative Rule #2019-029-IF
(Secretary of State Filing #20-06-02) on this date at 11:19 A.M. for the Department of Insurance
and Financial Services entitled, “Regulatory Loan Licensees.”

These rules take effect immediately upon filing with the Secretary of State unless adopted under
section 33, 44, or 45a(6) of the administrative procedures act of 1969, 1969 PA 306,

MCL 24.233, 24.244, or 24.245a. Rules adopted under these sections become effective 7 days
after filing with the Secretary of State.

Sincerely,

Jocelyn Benson
Secretary of State

Moline Mol | CK

Melissa Malerman, Departmental Supervisor
Office of the Great Seal

Enclosure

OFFICE OF THE GREAT SEAL
RICHARD H. AUSTIN BUILDING * 1ST FLOOR * 430 W. ALLEGAN * LANSING, MICHIGAN 48918
1-888-S0OS-MICH (1-888-767-6424)
www.Michigan.gov/sos



STATE OF MICHIGAN
GRETCHEN WHITMER  DEPARTMENT OF LICENSING AND REGULATORY AFFAIRS ORLENE HAWKS
COMERIOS MICHIGAN OFFICE OF ADMINISTRATIVE HEARINGS AND RULES BIEECIOR

Mar 02, 2020

Joint Committee on Administrative Rules
Boji Tower; 3rd Floor - 124 W, Allegan
P.0. 30036

Lansing, Michigan 48909-7536

Dear JCAR Staff:

On behalf of the Michigan Office of Administrative Hearings and Rules, I hereby submit the
following rule set for consideration by the Joint Committee on Administrative Rules:

(2019-29 IF) Regulatory Loan Licensees

Enclosed, you will find copies of the following:

1.1 copy of the Request for Rulemaking.

2.1 copy of the LSB formal certificate.

3.1 copy of the MOAHR legal certificate.

4.1 copy of the Regulatory Impact Statement.

5.1 copy of the draft rules.

6.1 copy of the JCAR Agency Report.

Please let MOAHR know if there are any questions.
Thanks.

Sincerely,

Michigan Office of Administrative Hearings and Rules

enclosures

MICHIGAN OFFICE OF ADMINISTRATIVE HEARINGS AND RULES
611 WEST OTTAWA STREET » LANSING, MICHIGAN 49809
(517) 335-8658



STATE F MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF LICENSING AND REGULATORY AFFAIRS ORLENE HAWKS

GOVERNOR DIRECTOR

LEGAL CERTIFICATION OF RULES

I certify that I have examined the attached administrative rules, dated April 6, 2019, in
which the Department of Insurance and Financial Services proposes to modify a portion of the
Michigan Administrative Code entitled “Regulatory Loan Licensees” by:

¢ Amending R 493.1,R493.11,R 493.12,R 493.14, R 493.15, R 493.16, and
R 493.20.

¢ Adding R 493.22 and R 492.24.

¢ Rescinding R 493.5, R 493.10, and R 493.95.

The Legislative Service Bureau has approved the proposed rules as to form,
classification, and arrangement,

I approve the rules as to legality pursuant to the Administrative Procedures Act, MCL
24201 et seq. and Executive Order No. 201 9-6. In certifying the rules as to legality, I have
determined that they are within the scope of the authority of the agency, do not violate
constitutional rights, and are in conformity with the requirements of the Administrative
Procedures Act.

Dated: 2 /Z% ! 2020
Michigan Office of Administrative Hearings and Rules

Bv%{ﬁm ; [gﬂ/faﬂlgi !'

Katie Wicnczewgd',
Attorney

MICHIGAN OFFICE OF ADMINISTRATIVE HEARINGS AND RULES
611 WEST OTTAWA STREET » LANSING, MICHIGAN 48809

MOAHR-Rules@michlgan.qoy » {517) 335-8658
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STATE OF MICHIGAN
ANITA G, FOX

GRETCHEN WHITMER DEPARTMENT OF INSURANCE AND FINANCIAL SERVICES
GOVERNOR il DIRECTOR

CERTIFICATE OF ADOPTION

(By authority conferred on the director of the department of insurance and financial services by section 21
of the regulatory loan act, 1939 PA 21, MCL 493.21, and Executive Reorganization Order Nos. 2003-1,
2008-1, 2008-4, 2011-4, and 2013-1, MCL 445.2011, 445.2005, 445.2025, 445.2030, and 550.991)

R 493.5, R 493.10, and R 493.95 of the Michigan Administrative Code are rescinded, R 493.1,R483.11, R
49312, R 493.14, R 493.15, R 493.16, and R 493.20 are amended, and R 493.22 and R 492.24 are added.

Date: March 2, 2020

Outofic

Anita G. ifox, Director

Street/Delivery Address: 530 W. ALLEGAN STREET, 7™ FLOOR, LANSING, MICHIGAN 48933
Mailing Address: P.O. BOX 30220, LANSING, MICHIGAN 48909-7720
waw.michigan.gov/difs « TOLL FREE 877-999-6442 « LOCAL 517-284-8800



EGISLATIVE

C .
%I%Ag Legal Division

Since 1941 Kevin H. Studebaker, Director

CERTIFICATE OF APPROVAL

On behalf of the Legislative Service Bureau, and as required by section 45 of the
Administrative Procedures Act of 1969, 1969 PA 306, MCL 24.245, I have examined the
attached proposed rules of the Department of Insurance and Financial Services, dated April 6,
2019, amending R 493.1, R 493,11, R 493.12, R 493.14, R 493.15, R 493.16, and R 493.20,
adding R 493.22 and R 492.24, and rescinding R 493.5, R 493,10, and R 493.95 of the
Department’s rules entitled “Regulatory Loan Licensees.” I approve the rules as to form,

classification, and arrangement.

Dated: February 20, 2020

LEGISLATIVE SERVICE BUREAU

By %}d/\ /K W

Elibabeth R. Edberg,
Legal Counsel

Michigan Legislature
124 W. Allegan Street, 3% Floor  P.O. Box 30036 * Lansing, MI 48909-7536 « (517)373-9425 e Fax: (517) 373-5642




DEPARTMENT OF INSURANCE AND FINANCIAL SERVICES
REGULATORY LOAN LICENSEES
Filed with the secretary of state on June 8, 2020

These rules take effect immediately upon filing with the secretary of state unless adopted
under section 33, 44, or 45a(6) of the administrative procedures act of 1969, 1969 PA 306, MCL
24.233,24.244, or 24.245a. Rules adopted under these sections become effective 7 days after
filing with the secretary of state.

(By authority conferred on the director of the department of insurance and financial services
by section 21 of the regulatory loan act, 1939 PA 21, MCL 493.21, and Executive
Reorganization Order Nos. 2003-1, 2008-1, 2008-4, 2011-4, and 2013-1, MCL 445.2011,
445.2005, 445.2025, 445.2030, and 550.991)

R 493.5, R 493.10, and R 493.95 of the Michigan Administrative Code are rescinded, R
493.1, R 493.11, R 493.12, R 493.14, R 493.15, R 493.16, and R 493.20 are amended, and R
493.22 and R 492.24 are added, as follows:

R 493.1 Definitions.

Rule 1. (1) As used in these rules:

(a) "Act" means the regulatory loan act, 1939 PA 21, MCL 493.1 to 493.24.

(b) “Department” means the department of insurance and financial services.

(c) “Director” means the director of the department of insurance and financial services.
(2) Terms defined in the act have the same meaning when used in these rules.

R 493.5 Rescinded.
R 493.10 Rescinded.

R 493.11 Records; daily transactions; borrowers; alphabetical index; judgments.

Rule 11. (1) A licensee shall maintain a record of all transactions involving receipt or
disbursement of funds by each office from which the licensee operates. The record must identify
each transaction; show separately payments received on principal and interest charges; show
account numbers, names of borrowers, and all amounts disbursed; and be posted and balanced
daily.

(2) A licensee shall maintain, from the date of loan inception, a record for each borrower
that contains all of the following information:

(a) Borrower's name and address.

(b) Loan number.

(c) Loan amount.

(d) Loan date.

(e) Rate of charge.

(f) Repayment terms.

(g) Description of security.

April 6,2019



(h) Names of endorsers, comakers, or sureties.

(i) Amount of filing or discharge fees collected from the borrower.

(j) Marital status only if the loan is secured by household goods.

(k) Any amount received or withheld from the borrower as a premium for insurance in
connection with the loan, and the period covered by such insurance policy or policies.

(I) The date and amounts of all principal payments received, interest charges received, and
cash disbursements pertaining to the loan, including court costs.

(m) The date to which interest charges are paid and the unpaid balance due on the principal.

(3) A licensee shall maintain an alphabetical index identifying the name, loan number, and
original loan amount of each borrower, comaker, surety, guarantor, or endorser. Information
concerning a comaker, surety, guarantor, or endorser must be readily identifiable.

(4) When a note is reduced to judgment, all of the following provisions must be complied
with:

(2) The loan record maintained pursuant to subrule (2) of this rule must be clearly
designated a judgment account.

(b) Payments received must be identified and applied on the judgment loan record.

(c) The licensee shall retain all filings, judgments, and other documents related to the
judgment.

(d) A licensee shall maintain a list of all loans reduced to judgment during the previous 25
months.

(e) A licensee that charges a borrower for court costs it incurred on a judgment account
shall itemize the costs on the loan record and retain a receipt or other document substantiating
the costs.

(f) A licensee shall retain a copy of the officer's return of execution issued when property is
sold pursuant to a judgment.

(5) When property is taken in accordance with the terms of a security agreement or by
judicial process or abandonment, the loan record must be designated clearly as a repossession
account and must state when and how possession of the security was obtained and must
identify the proceeds of the sale of the property. The licensee shall retain all of the following:

(a) A copy of any agreement entered into with the borrower with respect to terms of
surrender.

(b) A copy of the notice of sale, together with evidence of mailing or personal delivery.

(¢) An inventory of the property taken.

(d) A signed statement from the purchasers, or from the auctioneer if the sale was public,
describing the collateral purchased and showing the amounts paid.

(¢) Evidence that the sale was held on the date set forth in the notice of sale, including a
record of any bids received.

(f) A copy of a detailed statement of final accounting sent to the borrower setting forth the
disposition of the proceeds of the sale and the principal balance due on the account, if any.

(g) Paid receipts evidencing costs incurred in the repossession and sale of the security which
have been charged to the borrower.

(h) A list of all loan accounts where collateral was repossessed each month during the
previous 25 months.

(6) When the property is abandoned and the address of the borrower is uncertain or
unknown, a notice of sale and statement of final accounting shall be sent to the last known



address by registered or certified mail, return receipt requested, and the copies of the notice and
statement shall be retained by the licensee.

R 493.12 Records; assets, liabilities, income, and expenses; temporary entry items.
Rule 12. (1) A licensee shall maintain records showing all of its assets, liabilities, income,
and expenses.
(2) A licensee shall maintain lists of temporary entry items.
(3) The records required by this rule must be posted not less frequently than monthly and
must be available for examination by the department not later than 25 days after the end of a
month.

R 493.14 Correspondence; retention by licensee.
Rule 14. Each licensee shall retain all its written correspondence with the department.

R 493.15 Insurance certificate or policy; provision to borrower of copy of document
evidencing indebtedness or constituting security; consolidation of loans; retention of
documents evidencing indebtedness or security.

Rule 15. (1) When a licensee obtains insurance on behalf of the borrower in connection with
a loan, wherein the premium is paid by the borrower, a properly executed policy or certificate of
insurance must be furnished to the borrower within 15 days of the date of the loan. Such policy
or certificate must clearly show all of the following:

(a) The name of the insurance company.

(b) The nature of the insurance.

(c) The extent of the coverage.

(d) The amount of the premium.

(e) The effective date and expiration date of the policy.

(2) A licensee shall furnish to a borrower, upon request, a copy of any note, assignment, or
other document, that evidences indebtedness or constitutes security and that the borrower is
required to sign.

(3) Each licensee shall retain the original or a copy of each note, security agreement, or
other evidence of indebtedness or security that has been signed by a borrower in favor of the
licensee.

R 493.16 Designated business hours.
Rule 16. A licensee shall prominently display, at each business location and website, the
respective days and times a borrower will be able to make payments.

R 49320 Advertising.

Rule 20. (1) A licensee shall maintain copies of all advertising material sent to residents
of Michigan. The date that the advertising material was used must be indicated on the material.
A licensee that operates 2 or more physical locations or websites, or both, in Michigan may,
upon notice to the director, maintain 1 record of the advertising material required by this rule in a
centrally located office in Michigan for all licensed offices. All copies that are required to be
maintained by this rule must be retained for a minimum of 3 years.

(2) An address must not be carried in any advertisement, except for the address of an active
location or the home office of the licensee.



R 49322 Display of license information.
Rule 22. (1) A licensee shall display a copy of its license in a public area at each physical
office location within Michigan.
(2) Each website operated by a licensee must display the assigned license number and
effective date, identify the department as the licensee’s regulator, and provide the address and
telephone number that a person may use to contact the department.

R 493.24 Monthly statements.

Rule 24. A licensee shall provide each borrower listed on a loan document with a monthly
statement of account that includes all of the following:

(2) Borrower’s name and address.

(b) Loan number.

(c) Loan amount.

(d) Loan date.

(e) Rate of charge.

(f) Amount of filing or discharge fees collected from the borrower.

(g) Any amount received or withheld from the borrower as a premium for insurance in
connection with the loan, and the period covered by such insurance policy or policies.

(h) The date and amounts of all principal payments received, interest charges received, fees
received, fees assessed, and cash disbursements pertaining to the loan, including court costs.

(i) The date to which interest charges are current, any unpaid fees, and the balance due on
the principal.

R 493.95 Rescinded.
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