© 0O N o o0~ WN P

N DN DN NN DN DNDNEP PP PR P PP PR
~N o oA W NP O O 00 N O WDN PO

LEGISLATIVE GENERAL COUNSEL SB. 37
¢, Approved for Filing: P. Owen &

¢ 01-09-047:36 AM &

DEFERRED DEPOSIT LENDING AMENDMENTS
2004 GENERAL SESSION
STATE OF UTAH

Sponsor: Ron Allen

LONGTITLE
General Description:

This bill modifies the Check Cashing Registration Act to address provisions related to
deferred deposit loans.

Highlighted Provisions:
Thishill:

>
>
>
>
>
>

income;

>

defines terms;

requires disclosure of annual percentage rate in advertisements;

requires disclosure of interest and fee schedule in the written contract;

establishes a cap on interest and fees;

limits the number of loans a check casher may extend at any one time to one person;
[imits the amount of a deferred deposit |oan based on the borrower's monthly gross

prohibits certain provisions or waivers being a condition for extending a deferred

deposit loan;

>

>

provides for civil action; and
makes technical changes.

Monies Appropriated in thisBill:

None
Other Special Clauses:
None
Utah Code Sections Affected:
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AMENDS:
7-23-102, aslast amended by Chapter 236, Laws of Utah 2003
7-23-105, as last amended by Chapter 69, Laws of Utah 2003
ENACTS:
7-23-111, Utah Code Annotated 1953

Be it enacted by the Legidature of the state of Utah:
Section 1. Section 7-23-102 is amended to read:
7-23-102. Definitions.
Asused in this chapter:
(1) (a) "Advertisement" means any written, oral, or graphic statement or representation

made by a check casher in connection with the solicitation of business.

(b) "Advertisement" includes communication by:

(i) television systems;
i) radio;
(i) printed brochures;

(iv) newspapers,

(v) lesflets;
(vi) flyers;

vii) circulars;
(viii) billboards;
(ix) banners; or
(x) signs.

(c) "Advertisement" does not include any oral, in person representation made to a

person seeking:
(i) to cash acheck; or
(ii) adeferred deposit loan.
[€h)] (2) "Business of acheck casher" means:
() cashing acheck for consideration; or

(b) extending adeferred deposit loan.
()] (3) "Check" isasdefined in Section 70A-3-104.
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[€3)] (4) "Check casher" means a person that engages in the business of a check casher.
[(4)] (5) "Deferred deposit loan" means a transaction where:

(@) aperson:

(i) presentsto acheck casher a check written on that person's account; or

(it) provides written or electronic authorization to a check casher to effect a debit from

that person's account using an electronic payment; and

(b) the check casher:
(i) providesthe maker an amount of money that is equal to the face value of the check

or the amount of the debit less any fee or interest charged for the transaction; and

casher:

(ii) agreesnot to cash the check or process the debit until a specific date.
[€5}] (6) (&) "Electronic payment" means any electronic method by which a check

(i) accepts apayment from a person; or

(if) makes a payment to a person.

(b) "Electronic payment” includes a payment made through:

(i) an automated clearing house transaction;

(if) an electronic check;

(iii) astored value card; or

(iv) an Internet transfer.

(7) () "Fee" means any money or other consideration, other than interest, that is paid

or promised to be paid for adeferred deposit |oan.

|oan.

(b) "Fee" includes:
(i) charges;

(ii) costs; or

(iii) expenses.

[€6}] (8) "Rollover" means the extension or renewal of the term of a deferred deposit

Section 2. Section 7-23-105 is amended to read:

7-23-105. Operational requirementsfor deferred deposit loans.

(1) If acheck casher extends a deferred deposit loan, the check casher shall:

(a) post in aconspicuous location on its premises that can be viewed by a person
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seeking a deferred deposit |oan:

(i) acomplete schedule of any interest or fees charged for a deferred deposit |oan that
states the interest and fees using dollar amounts;

(if) anumber the person can call to make a complaint to the department regarding the
deferred deposit loan; and

(iii) alist of states where the check casher isregistered or authorized to offer deferred
deposit loans through the Internet or other electronic means;

(b) if an advertisement for a deferred deposit |oan states the amount of any payment or

fee, state in the advertisement the amount of the payment or fee expressed as an annual

percentage rate:

(i) assuming a $300 loan for a period of 14 days; and

(ii) (A) printed in the same font size as the majority of the text in the advertisement; or

(B) if thereis no text in the advertisement, spoken so it may be easily understood:;

[tb}] (c) enter into awritten contract for the deferred deposit |oan;

[fe)] (d) conspicuoudly disclosein the written contract[]:

(i) the information described in Subsection (1)(a)(i); and

(ii) that under Subsection (4)(b), the deferred deposit loan may not be rolled over
beyond 12 weeks after the day on which the deferred deposit loan is executed,;

[€eh] (e) provide the person seeking the deferred deposit loan a copy of the deferred
deposit contract;

[€e)] (f) orally review with the person seeking the deferred deposit loan the terms of the
deferred deposit loan including:

(i) theamount of any interest rate or fee;

(ii) the date on which the full amount of the deferred deposit loan is due; and

(iii) thefact that the deferred deposit loan may not be rolled over beyond 12 weeks
after the day on which the deferred deposit loan is executed; and

[€B)] (@) comply with:

(i) TruthinLendingAct, 15 U.S.C. Sec. 1601 et seq.;

(i1) Equal Credit Opportunity Act, 15 U.S.C. Sec. 1691; and

(iii) Title 70C, Utah Consumer Credit Code.

(2) If acheck casher extends a deferred deposit loan through the Internet or other
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el ectronic means, the check casher shall provide the information described in Subsection (1)(a)
to the person receiving the deferred deposit |oan in a conspicuous manner prior to the
completion of the deferred deposit [oan.

(3) A check casher that engages in a deferred deposit loan shall permit a person
receiving a deferred deposit |oan to:

() make partial paymentsin increments of at least $5 on the principal owed on the
deferred deposit loan at any time prior to maturity without incurring additional charges above
the charges provided in the written contract; and

(b) rescind the deferred deposit loan without incurring any charges by returning the
deferred deposit loan amount to the check casher on or before 5 p.m. the next business day
following the loan transaction.

(4) A check casher that engages in a deferred deposit |oan may not:

() collect additional interest on adeferred deposit loan with an outstanding principal
balance 12 weeks after the day on which the deferred deposit 1oan is executed;

(b) rollover adeferred deposit loan if the rollover requires a person to pay the amount
owed by the person under a deferred deposit loan in whole or in part more than 12 weeks from
the day on which the deferred deposit loan is first executed; [of]

(c) threaten to use or use the criminal processin any state to collect on the deferred
deposit loan[-];

(d) extend adeferred deposit loan if the total of all interest and fees in connection with

the deferred deposit loan equals or exceeds an annual percentage rate of 525%;

(e) have more than two deferred deposit |oans extended to a person at any onetime;

(f)_extend adeferred deposit loan to a person in an amount that exceeds 25% of that

person's monthly gross income; or

(0) require as a condition for extending a deferred deposit loan:

(i) _apromise by the person seeking the deferred deposit loan to hold the check casher

harmless;

(ii) aconfession of judgment by the person seeking the deferred deposit loan;

(iii) an assignment or order for payment of wages or other compensation due the

person seeking the deferred deposit loan;

(iv) awaiver of theright to ajury trial, if applicable, in any action brought by or
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against the person seeking the deferred deposit [oan:;

(v) an agreement to comply with a mandatory arbitration clause;

(vi) awaiver of any claim or defense arising out of the extension of the deferred

deposit loan;
(vii) awaiver of the right to have a court other than a small claims court decide an

action brought by or against the person seeking the deferred deposit [oan;

(viii) awaiver of the right to serve in arepresentative capacity in an action including

&

(A) aprivate attorney general; or

(B) parens patriag;

(ix) awaiver of the right to participate as amember of aclass of claimants; or

(x) awaiver of any provision of this chapter.
(5) Notwithstanding Subsections (4)(a) and (4)[{€)] (Q), a check casher that isthe
holder of a check, draft, order, or other instrument that has been dishonored may use the

remedies and notice procedures provided in Title 7, Chapter 15, Dishonored Instruments.
Section 3. Section 7-23-111 is enacted to read:
7-23-111. Civil action.
(1) A check casher that violates this chapter when extending a deferred deposit |oan is

liable:

(a) for each violation of the chapter related to the deferred deposit |oan;
(b) to the person seeking the deferred deposit loan; and

(c) for the sum of:

(i) the greater of:

(A) actual damages; or

(B) $500;

(ii)_court costs; and

(iii) reasonable attorney fees.

(2) A person seeking a deferred deposit loan who is described in Subsection (1) may

bring acivil action in a court of competent jurisdiction to collect the amount owed under
Subsection (1).
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L egidative Review Note
asof 1-8-04 9:44 AM

A limited legal review of thislegidlation raises no obvious constitutional or statutory concerns.

Office of L egidative Research and General Counsel



Fiscal Note Defferred Deposit Lending Aemndments 19-Jan-04
Bill Number SB0037 2:41 PM

State Impact

Any fiscal impact can be handled within existing budgets.

Individual and Business Impact

Costs to businesses and savings to consumers would be minimal,

Office of the Legislative Fiscal Analyst



