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AN ACT concerning deferred deposit |ending practices.

Be it enacted by the People of the State of Illinois,

esented in the CGeneral Assenbly:

Section 5. The Consuner Installnent Loan act is anended
changing Section 15d and adding Sections 1.5, 8.2, 17.1,
, 17.3, 17.4, 17.5, and 22.1 as foll ows:

(205 ILCS 670/1.5 new
Sec. 1.5. Definitions.

"Deferred deposit | oan" neans a | oan upon which interest

charged at an annual percentage rate exceeding 36%

11 purs

uant to a witten agreenent between a licensee and the

12 make

r of a check whereby at commencenent the |icensee accepts

13 a po

st dated check fromthe maker dated on the date the | oan

14 is d

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

"Deferred deposit | ender" neans the foll ow ng:

(1) Any person who offers or makes a deferred

deposit | oan, who arranges a deferred deposit loan for a

third party, or who acts as an agent for a third party,

regardl ess of whether the third party is exenpt from

licensing under this Act or whether approval, acceptance,

or ratification by the third party is necessary to create

a legal obligation for the third party.

(2) Notwi thstandi ng the foregoing, a state or

federally chartered bank, saving and |oan association,

credit uni on, or supervi sed |ender shall not be

consi dered a deferred deposit | ender for purposes of this

Act and shall be specifically exenpt fromthe provisions

of this Act so long as all of the following are

sati sfi ed:

(A it initially advances the | oan proceeds to

t he custoner;
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(B) it does not sell, assign, or transfer in

the aggregate a preponderant econonic interest in

the deferred deposit transactions to the arranger,

agent, or assistant or an affiliate or subsidiary of

the state or federally chartered bank, saving and

| oan associ ati on, credit wunion, or supervised

| ender, unless selling, assigning, or transferring a

pr eponderant econom c interest is permtted by the

primary r equl at or of the state or federally

chartered bank, saving and | oan association, credit

uni on, or supervised | ender; and

(C it develops the deferred deposit |oan

programon its own.

(3) If a deferred deposit I|ender, as defined in

item (1) of this provision, offers, arranges, acts as an

agent for, or assists a state or federally chartered

bank, saving and |loan association, credit wunion, or

supervised lender in any way in the naking of a deferred

deposit loan and the state or federally chartered bank,

saving and | oan association, credit union, or supervised

| ender neets the standards set for the in item (2) of

this provision, the deferred deposit | ender shall conply

with all other requirenents of this Act to the extent

they are not preenpted by other state or federal | aws.

"Interest bearing loan" neans a loan in which interest

is charged upon the principal anpunt borrowed.

"Sinple interest" neans that the interest on all deferred

deposit loans is conputed as sinmple interest as defined in 38

IIl. Adm Code_ 110. 80.

"Check" neans a personal check, draft, or ot her

neqgoti able instrument signed by the obligor and nade payabl e

to a licensee and includes the electronic equivalent of a

check including, but not limted to, automatic cleari ng house

transacti ons.
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"Renew' neans to enter into a deferred deposit | oan

within 7 days after the ternination of a previous |oan

bet ween the consumer and the deferred deposit | ender,

i ncluding the extension of an existing loan wth only the

paynent of the fee. If the previous deferred deposit | oan

principal is paidin full, the renewed loan my be in a

pri nci pal amount allowed under this Act. |If the previous

deferred deposit | oan principal is not paid in full, as

permitted under subsection (b) of Section 17.1, the renewed

loan may be in a principal anpbunt not to exceed the anmpbunt of

the unpai d principal of the previous | oan.

(205 I LCS 670/ 8.2 new)

Sec. 8.2. Availability of debt nmanagenent servi ces.

(a) Before entering into a deferred deposi t | oan

agreenent, a licensee nust give to the obligor a panphlet,

approved by the Director, describing the availability of debt

managenent servi ces and t he obligor's ri ghts and

responsibilities in the transaction.

(b) Each deferred deposit | oan agreenent and refinancing

agreenent executed by a licensee shall include a statenent,

whi ch shall be conspicuous and in close proxinmty to the

signature of the obligor, as follows: "I have received from

(nane of lender) a toll free nunber from the Departnent of

Fi nanci al Institutions that | can call for information

regardi ng debt nmanagenent services."

(c) At the tine a deferred deposit | ender conveys any

witten notice to an obligor indicating the obligor is in

arrears or that the obligor is in default, the | ender shal

include with the notice a statenent indicating a toll free

nunber of the Departnent of Financial Institutions that the

obligor may contact for the purpose of the obligor receiving

information from the Departnent reqgarding debt managenent

services. The formand nethod of providing the infornmation
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shall be subject to approval of the Departnent.

(205 ILCS 670/ 15d) (from Ch. 17, par. 5419)

Sec. 15d. Extra charges prohibited; exceptions. No
anount in addition to the charges authorized by this Act
shall be directly or indirectly charged, contracted for, or
recei ved, except (1) lawful fees paid to any public officer
or agency to record, file or release security; (2) (i) costs
and di sbursenents actually incurred in connection with a real
estate loan, for any title insurance, title exam nation,
abstract of title, survey, or appraisal, or paid to a trustee
in connection with a trust deed, and (ii) in connection with
a real estate |oan those charges authorized by Section 4.1a
of the Interest Act, whether called "points" or otherw se,
whi ch charges are inposed as a condition for making the | oan
and are not refundable in the event of prepaynent of the
loan; (3) <costs and disbursenents, including reasonable
attorney's fees, incurred in |legal proceedings to collect a
|loan or to realize on a security after default; (4) an anount
not exceeding $25, plus any actual expenses incurred in
connection wth a check or draft that is not honored because
of insufficient or wuncollected funds or because no such

account exists, provided, that in connection with a deferred

deposit | oan, the anpbunt authorized under this item (4) shal

not exceed $20 plus any actual expenses so incurred; and (5)

a docunent preparation fee not to exceed $25 for obtaining
and reviewing credit reports and preparation of other

docunents; and (6) a deferred deposit | oan delinquency fee,

if provided for in the witten agreenent between |licensee and

obligor, not to exceed $5 for a deferred deposit |loan in

default in any anount for a period not less than 10 days,

which may be assessed once on any loan regardless of the

period during which it rennins in default. A deferred deposit

| ender nay not contract for or collect attorney's fees from
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obligors on legal actions arising fromdeferred deposit | oans

made under this Act, unless the |legal action against the

obligor is based upon fraud, nor nay a deferred deposit

| ender use or threaten to use the crimnal process to coll ect

a deferred deposit |loan. This Section does not prohibit the

recei pt of a comm ssion, dividend, charge, or other benefit
by the |icensee or by an enployee, affiliate, or associate of
the licensee fromthe insurance permtted by Sections 15a and
15b of this Act or frominsurance in lieu of perfecting a
security interest provided that the premuns for such
insurance do not exceed the fees that otherw se could be
contracted for by the licensee under this Section. Cbtaining
any of the itens referred to in clause (i) of item (2) of
this Section through the |licensee or from any person
specified by the |licensee shall not be a condition precedent
to the granting of the | oan.

(Source: P.A 89-400, eff. 8-20-95; 90-437, eff. 1-1-98.)

(205 I'LCS 670/ 17.1 new)

Sec. 17.1 Deferred deposit |oan terns.

(a) A deferred deposit |loan nmay not exceed $400 in

principal amount. However, no loan shall be nmade in such

anount that the principal and interest paynents for the

stated duration of the | oan exceed 50% of the obligor's gross

i ncone for that peri od.

(b) An obligor may renew a deferred deposit |oan one

tine after the original |oan.

An obligor nay renew a deferred deposit |oan a second

tine if he repays at least 25% of the principal of the

pr evi ous | oan.

An obligor nmay renew a deferred deposit loan a third tinme

if he repays at least 50% of the principal of the previous

An obligor nmay renew a deferred deposit |loan nore than 3
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times if:

(1) he repays the entire principal of the previous

| oan; and

(2) he is provided the opportunity to convert the

term of the loan to the WMundatory Payment Pl an, as

provided in subsection (c).

(c) A lender nust provide the obligor witten notice of

the obligor's right to request a repaynment plan under the

conditions established in this subsection. The form of the

witten notice shall be either prescribed or approved by the

Departnent and shall be set forth conspi cuously both at the

point-of-sale and in every deferred deposit | oan agreenent.

If an obligor renews a deferred deposit loan a fourth

tine, that fourth renewed Jloan and each renewed | oan

thereafter is subject to a mandatory prepaynent plan that

allows the obligor to repay the renewed | oan on the foll ow ng

(1) the obligor nmust request the repaynent plan, in

witing, not later than 24 hours prior to the due date of

the deferred deposit | oan;

(2) the obligor shall be allowed to repay the

deferred deposit loan in 4 equal installnents with one

install nent due on each of the obligor's next 4 pay dates

(with at | east 13 days between install nents):

(3) the obligor shall pay a fee not to exceed $15

for electing the paynent plan; and

(4 the obligor shall agree not to enter into any

addi ti onal deferred deposit | oan during the payment plan

term or for a period of 14 days after term nation of the

paynent plan term

(d) The post-dated check used as security for a deferred

deposit | oan must nane the | ender as payee.

(e) The | oan agreenment for a deferred deposit |oan nmnust

include a separate statenent signed by the obligor attesting
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that the obligor is not barred from obtaining a deferred

deposit |oan wunder the requirenents of this Act. The | ender

shall further verify the statement by neans of any database

created by or approved by the Departnent of Financial

Institutions that purpose.

(f) The loan agreenent shall advise the obligor that

matters involving inmproprieties in the making of the loan or

in | oan collection practices my be referred to the

Departnent and shall prominently disclose the Departnent's

address and tel ephone nunber.

(g) Each deferred deposit |oan refinancing agreenent

executed by a licensee shall include a statenent, which shal

be initialed by the obligor, as follows: "I have received

from (name of lender) a toll free nunber fromthe Departnent

of Financial Institutions that | can call for information

regardi ng debt nmanagenent services."

(205 | LCS 670/ 17.2 new)

Sec. 17. 2. Deferred deposit loan notifications. At the

tine a deferred deposit | ender conveys a second notice to an

obligor indicating the obligor is in arrears or at the tine

of any notice that the obligor is in default for a debt owed

to the deferred deposit lender, the licensee shall include

with the notice a statement indicating a tel ephone nunber of

t he Departnent of Financial Institutions that the obligor may

contact for the purpose of the obligor receiving i nformation

fromthe Departnent regardi ng debt nmanagenment services for

assisting the obligor. The form and nethod of the notice

provi ded by the | ender shall be subject to approval by the

Di rector.

(205 1LCS 670/ 17.3 new)

Sec. 17.3. Security interest. A deferred deposit | ender

may not take a security interest in any of the obligor's



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ W

10
11
12
13
14

15
16
17
18
19
20
21
22
23

24
25
26
27
28
29
30
31

- 8- LRB093 03676 JLS 11081 b

property other than the check as tendered to the | ender at

the tine of the naking of the | oan.

(205 ILCS 670/ 17.4 new)

Sec. 17.4. Deferred deposit |loan proceeds. A deferred

deposit | ender nust issue the proceeds of a deferred deposit

loan in the formof a check drawn on the |icensee's bank

account, in cash, or by npney order. Wien the proceeds are

issued in the formof a check drawn on the |lender's bank

account or by noney order, the |lender may not charqge a fee

for cashing the check or noney order if cashing services are

offered at the Jlocation. Wen the proceeds are issued in

cash, the lender nust provide the obligor with a witten

verification of the <cash transaction and shall maintain a

record of the transacti on.

(205 1LCS 670/ 17.5 new)

Sec. 17.5. Ri ght of rescission. An obligor may rescind a

deferred deposit | oan agreenent without cost no later than

the end of the business day i mediately followi ng the day on

which the deferred deposit loan was made. To rescind the

deferred deposit |l oan, an obligor nust informthe | ender that

the obligor wants to rescind the deferred deposit | oan and

return the uncashed proceeds check or cash in an amount equal

to the anmount | oaned pursuant to the witten aqgreenent.

(205 I LCS 670/ 22.1 new)

Sec. 22. 1. Preemption of admnistrative rules. The

provisions of this Act that are applicable to deferred

deposit |l enders, including Sections 1.5, 2.5, 8.2, 15d, 17.1

17.2, 17.3, 17.4, and 17.5, preenpt the provisions of the

Illinois Admnistrative Code that are applicable to deferred

deposit | enders providing deferred deposit |oans, including

38 IIl. Adm Code 110.300, 110.310, 110.320, 110.330,
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110.360, 110.370, 110.380, 110.390, 110.400, and_110.410.

Section 15. The Crimnal Code of 1961 is anended by

changing Section 17-1a as foll ows:

(720 ILCS 5/17-1a) (from Ch. 38, par. 17-1a)

Sec. 17-1a. Civil liability for deceptive practices. A
person who issues a check or order to a payee in violation of
Section 17-1(B) (d) and who fails to pay the anmount of the
check or order to the payee within 30 days follow ng either
delivery and acceptance by the addressee of a witten demand
by both certified mail and by first class mil to the
person's |ast know address; or attenpted delivery of a

witten demand sent by both certified nmail and by first class

mail to the person's |ast known address and the demand by
certified mail is returned to the sender with a notation that
delivery was refused or unclainmed, shall be Iliable to the

payee or a person subrogated to the rights of the payee for,
in addition to the anmount owi ng upon such check or order

damages of treble the anpbunt so ow ng, but in no case |ess
t han $100 nor nore than $1,500, plus attorney fees and court

costs, provided that a deferred deposit |lender, as that term

is defined in Section 1.5 of the Consunmer Installnent Loan

Act, shall not be entitled to coll ect damages of treble on an

amount owing froma deferred deposit | oan

A cause of action under this Section may be brought in
small clains court or in any other appropriate court. As
part of the witten demand required by this Section, the
plaintiff shall provide witten notice to the defendant of
the fact that prior to the hearing of any action under this
Section, the defendant may tender to the plaintiff and the
plaintiff shall accept as satisfaction of the claim an
anount of noney equal to the sumof the anobunt of the check

and the incurred court costs, and service and attorney fees.
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(Source: P.A 89-378, eff. 8-18-95; 90-227, eff. 1-1-98;

90-721, eff. 1-1-99.)

Section 97. Severability. The provisions of this Act are

severabl e under Section 1.31 of the Statute on Statutes.

Secti on 99. Effective date. This Act takes effect on

Cct ober 1, 2003.
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