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Infroduction Form

X . -
gi By a Member of the Board of Supervisors or the Mayor

I hereby submit the following item for introduction (select only one):

Time stamp
or meeting date

] 1. For reference to Committee:

An ordinance, resolution, motion, or charter amendment.

2. Request for next printed agenda without reference to Committee.

X

3. Request for hearing on a subject matter at Committee:

4. Request for letter beginning "Supervisor

inquires"

5. City Attorney ,requést. '
6.CallFileNo. | .

) jﬁg)r{l Comrr_l_itteer.i _

A Budget 'Ahalgfst reque;ét (attach ertten mbﬁoﬁ).

8. Substitute Legislation File No.

Oooooood o

9. Request for Closed Session (attach written motion).

1 1o0. Boafd to Sit as A Committee of the Whole.

L1 11 Quesﬁon(s) submitted for Mayoral Appearance before the BOS on

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:
1 Small Business Commission ] Youth Commission 1 Ethics Commission

[] Planning Commission [] - Building Inspection Commission

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a different fdrm.

Sponsor(s):

Supervisor Campos, Cohen, Olague, Avalos, Chiu, Mar

Subject:

Oppoéing Assembly Bill 1158 (Calderon)

The text is listed below or attached:

Signature of Sponsoring Supervisor: e

For Clerk's Use Only:

494




—

N NN N N N N &  ma  m o mad o\ . ma
ga H~ W N A O O 0O N OO g ohA W N Ao o

loo N O 1 D W N

FILE NO. 120536 RESOLUTION NO.

[Opposing Assembly Bill 1158 - Regarding “Deferred Deposit Tran_sactions”, and Any

Expansion of Payday Lending in California]

Resolution opposing Assembly Bill 1158, “Deferred Deposit Transactions”, and any

expansion of payday lending in California.

WHEREAS, Nearly 1, 7 million California households patronize payday lenders

annually, paylng more than $540 million in fees alone and,
~- ~WHEREAS; because-such 1oa_ns are for'sh'ort"periods of time;, the-cost of bovrrowing"' 7
expressed as an annual percentage rate can approach 1000 percent; and,

WHEREAS, The Brookings Institute, a non-profit think tank located in Washington DC,
estimates that in San Francisco payday lenders sell $40 million worth of services annually
from outlets which tend to be located in neighborhoods with high poverty rates; and,

WHEREAS, ngh—cost payday loans harm low- to moderate-income borrowers, women
and African-Americans and Latinos disproportionately; and,

WHEREAS, The payday lending business model is fundamentally flawed by design, as
it virtually guarantees repeat borrowing while claiming that Ioans are for one-time, emergency
use; and, o ‘ |

WHEREAS, Payday lenders flout basic tenets of responsible Iending by making loans

without verifying a borrower’s ability to repay that loan and simultaneously cover other

-expenses; and,

WHEREAS, the Department of Defense has stated that payday lending practices have
proven to be detrimental to service members who have used these loans to meet immediate

cash needs, and has suggested working toward state statutes to limit the practice; and,

Supervisor Campos, Cohen, Olague, Avalos, Chiu, Mar
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WHEREAS, Mission SF’'s New ERA youth leaders’ research indicates that youth adopt

their parents’ financial habits, meanihg that youth who grow up in households that use payday

lenders are at much greater risk of using payday lenders themselves; and,

WHEREAS, This Board of Supervisors placed a moratorium on the establishment of
new payday lenders in San Francisco in 2007; and,
WHEREAS, The San Francisco Office of Finéncial Empowerment launched Payday

Plus SF in 2009, which provides an alternative small dollar ldan offered through five credit

_ union partners, which is available to individuals even if they have low - or no credit scores; |

and,

WHEREAS,_Assembly Bill 1158 would expand the predatory practices of payday
lenders by allowing the businesses to offer short term loans up to $500 as opposed to the
current $300 Iimit; now, therefore be it

RESOLVED, The San Francisco Board of Supervisors urges the State of California to
reject AB 1158, “Deferred Deposit Transaction” by Assembly Member Charles Calderon, and,
be it

FURTHER RESOLVED, That the San Francisco Board of Supervisors hereby directs
the Clerk of the Board to send a copy of this resolution to Govérnor Jerry Brown, Senate

President pro Tempore Darrell Steinberg, and Speaker of the Assembly John A. Peréz.

Supervisor Campos, Cohen, Olague, Avalos, Chiu, Mar
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AMENDED.IN ASSEMBLY APRIL 13,2011
AMENDED IN ASSEMBLY MARCH.ZI, 2011

CALIFORNIA LEGISLATURE—2011—12 REGULAR SESSION

ASSEMBLY BILL ' | No. 1158,

Introduced by Assembly‘ M\ember Charles Calderon

February 18, 2011

An act to amend Sectlon%eﬁﬂ”‘ 23 035 of the Fman01al Code Telatmg _

- to deferred deposit transactions.

LEGISLATIVE COUNSEL’S DIGEST

AB 1158, as amended Charles Calderon. Deferred deposit
%faﬂe&eﬁeﬂs—adveﬁrsmg- transactions. '

Existing law, the California Deferred Deposit Transaction Law,
provides for-the licensure and regulation by the Commissioner of
Corporations of persons engaged in the business of making or
negotlatmg deferred deposrc transac’uons as deﬁned Emstmg laW

fe—the—eeﬁamissieﬁer—ttpeﬂ—reques’e authorizes a lzcensee to defer z‘he
deposit of a customer s personal check for up to 31 days, prohibits the
face amount of the check from exceeding $300, and requires each
deferred deposzt transaction to be made pursuant to a written agreement
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znstead authorzze

the face amount of a check for a deferved deposit transaction to be up

fo $5 00

. Vote: majority. Approprlatlon no. Fiscal comlmttee yes.
State-mandated local program: yes7o.

1
2
3
4
5
6
7
8
9
10

11
12
13
14
15
16
17

The people of the State Qf California do enact as foZlows:

SECTION 1. Section 23035 of the Financial Code is amended
fo read:

23035. (a) A licensee may defer the dep051t ofa customer S
personal check for up to 31 days, pursuant to the provisions of this
section. The face amount of the check shall not exceed-three five
hundred dollars-$3663 ($500). Each deferred deposit transaction
shall be made pursuant to a written agreement as described in
subdivision (e) that has been signed by the customer and by the
licensee or an authorized representative of the licensee.

(b) A customer who enters into a deferred deposit transaction
and offers a personal check to a licensee pursuant to an agreement
shall not be subject to any criminal penalty for the failure to comply
with the terms of that agreement.

(c) Before entering into a deferred deposit transactlon licensees
shall distribute to customers a notice that shall include, but not be
limited to, the following:

(1) Information about charges for deferred deposit transactions.
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@ That if the customer’s check is returned unpaid, the customer .

may be charged an additional fee of up to fifteen dollars ($15).
(3) That the customer cannot be prosecuted in a criminal action

in conjunction with a deferred deposit transaction for a returned

check or be threatened with prosecution.

(4) The department’s toll-free telephone number for receiving
calls regarding customer complaints and concerns.

. (5) That the licensee may not accept any collateral in conjunction
with a deferred depos1t transaction. :

(6) That the check is being negotiated as part of a deferred
deposit transaction made pursuant to Section 23035 of the Financial
Code and is not subject to the provisions of Section 1719 of the
Civil Code. No customer may be required to pay treble damages
if this check does not clear. »

(d) The following notices shall be clearly and conspicuously
posted in the unobstructed view of the public by all licensees in
each location of a business providing deferred deposit tféﬁs_actlons
in letters not less than one-half inch in height:

(D The licensee cannot use the criminal process against a
consumer to collect any deferred deposit transaction.

(2) The schedule of all charges and fees to be charged on those
deferred deposit transactions with an example of all charges and

, fees that would be charged on at least a one-hundred-dollar ($100)

and a two-hundred-dollar ($200) deferred deposit transaction,
payable in 14 days and 30 days, respectively, giving the
corresponding annual percentage rate. The mformatmn may be’
prov1ded in a chart as follows

Amount "Fee Amount of Check  14-day APR 30-day APR
Provided ) . - - :
$100 XX XXX - XXX XXX

$200 XX XXX XXX , XXX

(e) An agreement to enter into a deferred deposit transaction

shall be in writing and shall be provided by the licensee to the
customer. The written agreement shall authorize the licensee to
defer deposit of the personal check, shall be signed by the
customer, and shall include all of the following:
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AB 1158 —4—

(1) A full disclosure of the total amount of any fees charged for
the deferred deposit transaction, expressed both in United States

currency and as an APR as required under the Federal Truth In

Lending Act and its regulations.

(2) A clear description of the customer’s payment obligations
as required under the Federal Truth In Lendmg Act and its
regulations.

(3) The name, address, and telephone number of the 11censee

(4) The customer’s name and address.

(5) The date to which deposit of check has been deferred (due
date).

(6) The payment plan, or extension, if applicable as allowed
under subdivision (c) of Section 23036.

(7) An itemization of the amount financed as required under

+ the Federal Truth In Lending Act and its regulations.

_ (8) Disclosure of any returned check charges.

“(9) That the customer cannot be prosecuted or threatened with

prosecution to collect.

(10) That the licensee cannot accept collateral in connection
with the transaction.

(11) That the licensee cannot make a deferred depos1t transaction
contingent on the purchase of another product or service.

(12) Signature space for the customer and signature of the
licensee or authorized representative of the licensee and date of
the transaction.

(13) Any other information that the commissioner shall deem
necessary by regulation.

(f) The notice required by subdivision (c) shall be written and

" available in the same language prm01pa11y used in any oral

discussions or negotiations leading to execution-of the deferred
dep051t agreement and shall be in at least 10-point type.

'(g) The written agreement required by subdivision () shall be
written in the same language principally used in any oral
discussions or negotiations leading to execution of the deferred
deposit agreement; shall not be vague, unclear or misleading and

shall be in at least 10-point type.. -

(h) Under no circumstances shall a deferred deposit transaction

" agreement include any of the following:

(1) A hold harmless clause.
(2) A confession of _]udgment clause or power of attorney.
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(3) Any assignment of or order for payment of wages or other
compensation for services.

(4) Any acceleration provision.

(5) Any unconscionable provision.

(i) If the licensee sells or otherwise transfers the debt at a later
date, the licensee shall clearly disclose in a written agreement that
any debt or checks held or transferred pursuant to a deferred deposit
transaction made pursuant to Section 23035 are not subject to the
provisions of Section 1719 of the Civil Code and that no customer
may be required to pay treble damages if the check or checks are
dishonored. : :

97

501



AB 1158

ORI Wi~

502

97



