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Government and Political Affairs Forum Comment Call

To:

MCUL & Affiliates State and Federal Working Group
From:

Vicki Baron, State Legislative Manager
Date:

February 22, 2011
RE: 
Request for Comment Concerning Legislation to Ban Private Transfer Fees
We are writing this comment call to request feedback concerning state legislation that would ban private transfer fees in the State of Michigan.
Summary:

On February 10, 2011, Reps. Paul Opsommer (R-Dewitt) and Bruce Rendon (R-Lake City) introduced House Bills 4227 and 4228 respectively that were referred to the House Committee on Regulatory Reform: 

http://www.legislature.mi.gov/documents/2011-2012/billintroduced/House/pdf/2011-HIB-4227.pdf
http://www.legislature.mi.gov/documents/2011-2012/billintroduced/House/pdf/2011-HIB-4228.pdf
House Bills 4227 and 4228 were introduced to prohibit a developer or builder from imposing a transfer fee on the seller of a parcel of residential and nonresidential real property. The transfer fee is also referred to as “private transfer fee”, “capital recovery fee” or “resale fee.” Generally, it is a 1% fee of the total sale price of a home. It runs with the deed, so every time the home switches hands for 99 years, the seller must pay a 1% fee to the developer. When somebody sells a home they would have to pay the original developer a 1 percent fee. If the home sold again three years later, the second seller would have to pay a 1 percent fee to the developer, and so on. Even if a home declines in value, the seller still must pay the 1 percent fee. For example, if a person sells a home for $100,000, they would have to pay the original developer $1,000. If the home sold again three years later for $500,000 the second seller would have to pay $5,000 to the developer. From what we have been told, a growing number of developers and builders have been quietly slipping these fees into sales agreements of newly built homes in some subdivisions. The fee has been gaining popularity among companies that have been frantically searching for new ways to gain access to cash in the depressed housing market. 
These bills are being pushed by the Michigan Association of Realtors to address the issue before it becomes a problem in Michigan. So far six other states have enacted legislation addressing transfer fees. One reason for their position is that homebuyers might pressure realtors to lower their commissions to offset the transfer fee.
Questions to Keep in Mind:

· Do you believe these bills would impact credit unions?

· What position would you recommend for the MCUL?
When and Where to Send Comments:  
Please direct comments and questions to State Legislative Manager, Vicki Baron on or before March 7, 2011 to:

Email: Vicki.Baron@mcul.org 
Fax: 517-482-3762

We appreciate your response to this request! 
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