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AMENDMENT TO HOUSE BI LL 47

AMENDMVENT NO. . Anend House Bill 47, AS AMENDED, by
replacing the title with the foll ow ng:

"AN ACT concerning | ending practices."; and

by replacing everything after the enacting clause with the

fol | ow ng:

"Section 5. The Illinois Banking Act 1is anended by
changing Section 2 and adding Sections 6.2, 6.3, 6.4, 6.5,
6.6, 6.7, 6.8, 6.9, 6.10, 6.11, 6.12, 6.13, 6.14, 6.15, 6.16,
6.17, and 6.18 as foll ows:

(205 ILCS 5/2) (from Ch. 17, par. 302)

Sec. 2. General definitions. |In this Act, wunless the
context otherwise requires, the follow ng words and phrases
shal |l have the foll ow ng neanings:

"Accommodati on party" shall have the neaning ascribed to
that termin Section 3-419 of the Uniform Commercial Code.

"Action" in the sense of a judicial proceeding includes
recoupnents, counterclains, set-off, and any other proceeding
in which rights are determ ned.

"Affiliate facility" of a bank neans a nain banking

prem ses or branch of another commonly owned bank. The main
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banki ng prem ses or any branch of a bank may be an "affiliate
facility" with respect to one or nore other comonly owned
banks.

"Appropriate federal banking agency" neans the Federal
Deposit I nsurance Corporation, the Federal Reserve Bank of
Chicago, or the Federal Reserve Bank of St. Louis, as
determ ned by federal |aw.

"Bank" means any person doi ng a banki ng business whether
subject to the laws of this or any other jurisdiction.

A "banking house", "branch", "branch bank" or "branch
of fice" shall nean any place of business of a bank at which
deposits are received, checks paid, or |oans nade, but shal
not include any place at which only records thereof are made,
posted, or kept. A place of business at which deposits are
recei ved, checks paid, or |oans nade shall not be deened to
be a branch, branch bank, or branch office if the place of
business 1is adjacent to and connected with the main banking
prem ses, or if it is separated from the main banking
prem ses by not nore than an alley; provided always that (i)
if the place of business is separated by an alley from the
main  banking prem ses there is a connection between the two
by public or private way or by subterranean or overhead
passage, and (ii) if the place of business is in a building
not whol |y occupi ed by the bank, the place of business shal
not be within any office or roomin which any other business
or service of any kind or nature other than the business of
the bank is conducted or carried on. A place of business at
whi ch deposits are received, checks paid, or |oans made shal
not be deened to be a branch, branch bank, or branch office
(1) of any bank if the place is a term nal established and
mai nt ai ned i n accordance with paragraph (17) of Section 5 of
this Act, or (ii) of a comonly owned bank by virtue of
transacti ons conducted at that place on behalf of the other

commonly owned bank under paragraph (23) of Section 5 of this
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Act if the place is an affiliate facility with respect to the
ot her bank.

"Branch of an out-of -state bank"™ neans a branch
established or maintained in Illinois by an out-of-state bank
as a result of a nerger between an Illinois bank and the
out-of-state bank that occurs on or after May 31, 1997, or
any branch established by the out-of-state bank foll ow ng the
ner ger .

"Call report fee" neans the fee to be paid to the
Comm ssioner by each State bank pursuant to paragraph (a) of
subsection (3) of Section 48 of this Act.

"Capital" includes the aggregate of outstanding capital
stock and preferred stock.

"Cash flow reserve account” means the account within the
books and records of the Conm ssioner of Banks and Real
Estate used to record funds designated to maintain a
reasonabl e Bank and Trust Conpany Fund operating balance to
nmeet agency obligations on a tinely basis.

"Charter" i ncl udes t he ori gi nal charter and al
amendnents thereto and articles of nmerger or consolidation.

"Conmi ssioner” neans the Conm ssioner of Banks and Real
Estate or a person authorized by the Comm ssioner, the Ofice
of Banks and Real Estate Act, or this Act to act in the
Comm ssi oner' s stead.

"Commonly owned banks" neans 2 or nore banks that each
gqualify as a bank subsidiary of the sane bank hol di ng conpany
pursuant to Section 18 of the Federal Deposit |nsurance Act;
"commonly owned bank" refers to one of a group of comonly
owned banks but only with respect to one or nore of the other
banks in the sanme group.

"Community" neans a city, village, or incorporated town
inthis State.

"Conpany" neans a corporation, partnership, business

trust, association, or simlar organization and, unless
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specifically excluded, includes a "State bank" and a "bank"

"Consol i dating bank"™ neans a party to a consolidation.

"Consolidation" takes place when 2 or nore banks, or a
trust conpany and a bank, are extinguished and by the sane
process a new bank is created, taking over the assets and
assumng the liabilities of the banks or trust conpany
passi ng out of existence.

"Conti nui ng bank™ means a nerging bank, the charter of
whi ch beconmes the charter of the resulting bank

"Converting bank" means a State bank converting to becone
a national bank, or a national bank converting to becone a
St at e bank.

"Converting trust conpany” neans a trust conpany
converting to becone a State bank.

"Court" neans a court of conpetent jurisdiction.

"Eligible depository institution" neans an insured
savi ngs association that is in default, an insured savings
association that is in danger of default, a State or national
bank that 1is in default or a State or national bank that is
i n danger of default, as those terns are defined in this
Section, or a new bank as that termdefined in Section 11(m
of the Federal Deposit Insurance Act or a bridge bank as that
termis defined in Section 11(n) of the Federal Deposit
| nsurance Act or a new federal savings association authorized
under Section 11(d)(2)(f) of the Federal Deposit |nsurance
Act .

"Fi duci ary" means trustee, agent execut or,
adm nistrator, conmttee, guardian for a mnor or for a
person under | egal disability, receiver, trustee in
bankruptcy, assignee for creditors, or any holder of simlar
position of trust.

"Financial institution"” neans a bank, savings and | oan
association, credit union, or any |licensee under the Consuner

I nstal |l nrent Loan Act or the Sal es Finance Agency Act and, for
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purposes of Section 48.3, any proprietary network, funds
transfer corporation, or other entity providing electronic
funds transfer services, or any corporate fiduciary, its
subsidiaries, affiliates, parent conpany, or contractual
service provider that is exam ned by the Conm ssioner.

"Foundation"” nmeans the Illinois Bank Exam ners' Education
Foundat i on.

"General obligation" neans a bond, note, debenture,
security, or other instrunent evidencing an obligation of the
i ssuer that is supported by the full available resources of
the issuer, the principal and interest of which is payable in
whol e or in part by taxation.

"Cuar ant ee” neans an undertaking or prom se to answer for
paynment of another's debt or performance of another's duty,
liability, or obligation whether "paynent guaranteed" or
"col | ection guarant eed".

"H gh risk home | oan" neans a home equity | oan in which:

(1) at the tine of origination, the APR exceeds by

nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case

of a junior nortgage, the vyield on US. Tr easury

securities having conparable periods of maturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the bank: or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of

5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price

However, "high risk hone | oan" does not nean a | oan that

is made primarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an
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open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

"I'n danger of default" neans a State or national bank, a
federally chartered insured savings association or an
II'linois state chartered insured savings association wth
respect to which the Comm ssioner or the appropriate federal
banki ng agency has advised the Federal Deposit |nsurance
Cor poration that:

(1) in the opinion of the Conmm ssioner or the
appropri ate federal banking agency,

(A) the State or national bank or insured
savi ngs association is not likely to be able to neet
the demands of the State or national bank's or
savings association's obligations in the normal
course of business; and

(B) there is no reasonable prospect that the
State or nati onal bank or i nsured savings
association will be able to neet those denmands or
pay those obligations wthout federal assistance; or
(2) in the opinion of the Conmm ssioner or the

appropri ate federal banking agency,

(A) the State or national bank or insured
savings association has incurred or is likely to
incur losses that will deplete all or substantially
all of its capital; and

(B) there 1is no reasonable prospect that the
capital of the State or national bank or insured
savings association wll be replenished wthout
federal assistance.

"In default”™ neans, with respect to a State or national
bank or an insured savings association, any adjudication or
other official determnation by any court of conpetent

jurisdiction, the Comm ssioner, the appropriate federal
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banki ng agency, or other public authority pursuant to which a
conservator, receiver, or other |legal custodian is appointed
for a State or national bank or an insured savings
associ ati on.

"I nsured savi ngs associ ation" neans any federal savings
association chartered wunder Section 5 of the federal Hone
Omers' Loan Act and any State savings association chartered
under the Illinois Savings and Loan Act of 1985 or a
predecessor Illinois statute, the deposits of which are
insured by the Federal Deposit Insurance Corporation. The
termal so includes a savings bank organized or operating
under the Savings Bank Act.

"I nsured savings association in recovery" nmeans an
insured savings association that 1is not an eligible
depository institution and that does not neet the m ni num
capital requirenents applicable with respect to the insured
savi ngs associ ati on.

"Issuer” nmeans for purposes of Section 33 every person
who shall have issued or proposed to issue any security;
except that (1) wth respect to certificates of deposit,
voting trust certificates, collateral-trust certificates, and
certificates of interest or shares in an unincorporated
i nvestnment trust not having a board of directors (or persons
performng simlar functions), "issuer" neans the person or
persons performng the acts and assumng the duties of
depositor or nmanager pursuant to the provisions of the trust,
agreenent, or instrunment wunder which the securities are
issued; (2) with respect to trusts other than those specified
in clause (1) above, where the trustee is a corporation
aut hori zed to accept and execute trusts, "issuer” nmeans the
entrusters, depositors, or creators of the trust and any
manager or conmttee charged with the general direction of
the affairs of the trust pursuant to the provisions of the

agreenent or instrunment creating the trust; and (3) wth
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respect to equipnent trust certificates or like securities,
"issuer" means the person to whomthe equi pnent or property
is or is to be leased or conditionally sold.

"Letter of credit" and "custoner"” shall have the neani ngs
ascribed to those ternms in Section 5-102 of the Uniform
Commer ci al Code.

"Main banking premses” neans the location that s
designated in a bank's charter as its main office.

"Maker or obligor" neans for purposes of Section 33 the
issuer of a security, the promsor in a debenture or other
debt security, or the nortgagor or grantor of a trust deed or
simlar conveyance of a security interest in real or personal
property.

"Merged bank" neans a nerging bank that 1is not the
continuing, resulting, or surviving bank in a consolidation
or nerger.

"Merger" includes consolidation.

"Mergi ng bank" nmeans a party to a bank merger.

"Merging trust conpany" neans a trust conpany party to a
merger with a State bank

"Md-tier bank holding conpany” nmeans a corporation that
(a) owns 100% of the issued and outstanding shares of each
cl ass of st ock of a State bank, (b) has no other
subsidiaries, and (c) 100% of the issued and outstanding
shares of the corporation are owned by a parent bank hol di ng
comnpany.

"Municipality" means any muni ci pality, political
subdi vi si on, school district, taxing district, or agency.

"National bank" mnmeans a national banking association
| ocated in this State and after My 31, 1997, neans a
nati onal banki ng association without regard to its |ocation.

"Qut-of -state bank"” nmeans a bank chartered under the | aws
of a state other than Illinois, a territory of the United

States, or the District of Col unbi a.
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"Parent bank hol ding conpany” nmeans a corporation that is
a bank holding conpany as that term is defined in the
II'linois Bank Holding Conpany Act of 1957 and owns 100% of
the i ssued and outstanding shares of a md-tier bank hol ding
company.

"Person"” neans an individual, corporation, partnership,
joint venture, trust, estate, or unincorporated association.

"Points and fees" nmeans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit life,

credit disability, credit unenploynent, or any other life

or health insurance that 1is financed directly or

indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that originates a

loan inits own nane in a tabl efunded transacti on

"Public agency" neans the State of Illinois, the various
counti es, t ownshi ps, cities, t owns, vill ages, school
districts, educational service regi ons, speci al road

districts, public water supply districts, fire protection
districts, drainage districts, | evee districts, sewer
districts, housing authorities, the Illinois Bank Exam ners
Educati on Foundation, the Chicago Park District, and al
other political corporations or subdivisions of the State of
II'linois, whether now or hereafter created, whether herein
specifically nentioned or not, and shall also include any
other state or any political corporation or subdivision of
anot her state.

"Public funds" or "public noney" neans current operating
funds, special funds, interest and sinking funds, and funds
of any kind or character belonging to, in the custody of, or

subject to the control or regulation of the United States or
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a public agency. "Public funds" or "public noney" shal
include funds held by any of the officers, agents, or
enpl oyees of the United States or of a public agency in the
course of their official duties and, with respect to public
nmoney of the United States, shall include Postal Savings
f unds.

"Publ i shed" neans, unless the context requires otherw se,
the publishing of the notice or instrument referred to in
sone newspaper of general «circulation in the community in
whi ch the bank is located at |east once each week for 3
successive weeks. Publ i shing shall be acconplished by, and
at the expense of, the bank required to publish. Wer e
publ i shi ng is required, the bank shall submt to the
Comm ssioner that evidence of the publication as t he
Comm ssi oner shall deem appropri ate.

"Recorded"” neans the filing or recording of the notice or
instrument referred to in the office of the Recorder of the
county wherein the bank is | ocated.

"Resul ti ng bank"” neans the bank resulting from a nerger
or conver sion.

"Securities" means stocks, bonds, debentures, notes, or
other sim/lar obligations.

"Servicer" neans any entity subject to this Act that s

responsible for the collection or renttance for, or the

right or obligation to collect or remt for, any | ender,

not eowner, noteholder, or for the entity's own account, of

paynents, interest, principal, and trust itens such as hazard

insurance and taxes on a residential nortgage loan in

accordance with the terns of the residenti al nort gage | oan;

and i ncl udes |l oan paynent followup, delinquency |oan

f ol | ow up, |l oan anal ysi s, and any notifications to the

borrower that are necessary to enable the borrower to Kkeep

the loan current and in good standi ng.

"Stand-by letter of credit" neans a letter of credit
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under which drafts are payable wupon the condition the
custoner has defaulted in performance of a duty, liability,
or obligation.

"State bank" neans any banking corporation that has a
banki ng charter issued by the Comm ssioner under this Act.

"State Banki ng Board" nmeans the State Banking Board of
Il'linois.

"Subsidiary" wth respect to a specified conpany neans a
conpany that is controlled by the specified conpany. For
pur poses of paragraphs (8) and (12) of Section 5 of this Act,
"control" nmeans the exercise of operational or manageri al
control of a corporation by the bank, either alone or
together with other affiliates of the bank.

"Surplus" neans the aggregate of (i) amounts paid in
excess of the par value of capital stock and preferred stock;
(1i1) amounts contributed other than for <capital stock and
preferred stock and allocated to the surplus account; and
(ii1) amounts transferred from undi vided profits.

"Tier 1 Capital"” and "Tier 2 Capital" have the neanings
assigned to those terns in regulations pronul gated for the
appropriate federal banking agency of a state bank, as those
regul ations are now or hereafter anended.

"Tot al |l oan anpbunt" nmeans the sane as the termused in

Section 226.32 of Title 12 of the Code of Feder al

Requl ations, and the sane shall be calculated in accordance

with the Federal Reserve Board's O ficial Staff Commentary

thereto.

"Trust conpany” neans a corporation incorporated in this
State for the purpose of accepting and executing trusts.

"Undi vided profits”™ neans wundistributed earnings |ess
di scretionary transfers to surplus.

"Uninpaired capital and wuninpaired surplus", for the
pur poses of paragraph (21) of Section 5 and Sections 32, 33,

34, 35.1, 35.2, and 47 of this Act neans the sumof the state
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bank's Tier 1 Capital and Tier 2 Capital plus such other
sharehol der equity as nmay be included by regulation of the
Commi ssi oner. Uni npaired capital and wuninpaired surplus
shall be <calculated on the basis of the date of the |ast
quarterly call report filed wwth the Conmm ssioner preceding
the date of the transaction for which the calculation is
made, provided that: (i) when a material event occurs after
the date of the last quarterly call report filed with the
Commi ssi oner that reduces or increases the bank's uninpaired
capital and wuninpaired surplus by 10% or nore, then the
uni npai red capital and uni npaired surplus shall be cal cul ated
fromthe date of the material event for a transaction
conducted after the date of the material event; and (ii) if
t he Comm ssioner determ nes for safety and soundness reasons
that a state bank should calculate uninpaired capital and
uni npai red surplus nore frequently than provided by this
paragraph, the Conmm ssioner may by witten notice direct the
bank to cal cul ate uninpaired capital and wuninpaired surplus
at a nore frequent interval. |In the case of a state bank
new y chartered under Section 13 or a state bank resulting
froma nmerger, consolidation, or conversion under Sections 21
through 26 for which no preceding quarterly call report has
been filed wwth the Comm ssioner, wuninpaired capital and
uni mpai red surplus shall be calculated for the first cal endar
quarter on the basis of the effective date of the charter,
merger, consolidation, or conversion.

(Source: P.A 89-208, eff. 9-29-95; 89-364, eff. 8-18-95;
89-508, eff. 7-3-96; 89-534, eff. 1-1-97; 89-567, eff.
7-26-96; 89-626, eff. 8-9-96; 90-14, eff. 7-1-97; 90-301,
eff. 8-1-97.)

(205 1 LCS 5/ 6.2 new)

Sec. 6.2. Ability to repay. A bank nay not make a high

risk hone loan if the bank does not believe at the tinme the
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loan is consummated that the borrower or borrowers wll be

able to nnmmke the schedul ed payments to repay the obligation

based upon a consideration of their current and expected

incone, current obligations, enploynent status, and other

financial resources (other than the borrower's equity in the

dwelling that secures repaynent of the loan). A borrower

shall be presumed to be able to repay the loan if, at the

tine the loan is consummated, or at the time of the first

rate adjustnent in the case of a lower introductory interest

rate, the borrower's schedul ed nonthly paynents on the | oan

(including principal, interest, t axes, i NSur ance, and

assessnents), conbined wth the schedul ed paynents for al

ot her disclosed debts, do not exceed 50% of the borrower's

nmont hly gross i ncone.

(205 1 LCS 5/ 6.3 new)

Sec. 6.3. Verification of ability to pay | oan. The bank

shall verify the borrower's ability to repay the loan in the

case of high risk hone | oans. The verification shal

require, at a mnimm that the bank:

(1) prepare a per sonal i ncone and expense

statenent, wth infornmation provided by the borrower, in

a formprescribed by the Conm ssi oner;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.

(205 ILCS 5/6.4 new)

Sec. 6.4. Fraudul ent or deceptive practices. A bank may

not enpl oy enploy fraudul ent or deceptive acts or practices

in the neking of a high risk hone | oan, including deceptive

mar keti ng and sal es efforts.
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(205 ILCS 5/6.5 new)

Sec. 6.5. Prepaynent penalties. A bank may not nake a

high risk hone loan that calls for a prepaynent penalty (i)

made after the expiration of the 36-nmonth period follow ng

the date the |loan was nmade or (ii) that is nore than 3% of

the total |l oan anpbunt if the prepaynent is made wthin the

first 12-nmonth period following the date the | oan was nnde,

or nore than 2% of the total | oan anount if the prepaynent is

made within the second 12 nonth period after the date the

loan was nmade, or nore than 1% of the total |oan amount if

t he prepaynent is mde wthin the third 12-nonth period

following the date the | oan was nnde.

(205 1 LCS 5/ 6.6 new)

Sec. 6.6. Pre-paid i nsurance products and warranties. A

bank may not nmake a high risk home loan that finances a

si ngl e prem um credit life, credit disability, credit

unenpl oynent, or any other life or health insurance, directly

or indirectly. | nsurance previously calcul ated and paid on a

nmont hly basis shall not be considered to be financed by the

(205 ILCS 5/6.7 new)

Sec. 6. 7. Refinancing prohibited in certain cases. A

bank may not refinance any high risk hone |oan where the

refinancing charges additional points and fees within a 12

nmonth period after the refinanced | oan was ori gi nated, unl ess

the refinancing results in a financial benefit to the

(205 1 LCS 5/ 6.8 new)

Sec. 6.8. Balloon paynents. A bank nay not nmake a high

risk hone |oan that contains a schedul ed final payment that

is nore than twice as large as the average of earlier
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schedul ed nonthly paynents unl ess the ball oon paynent becones

due and payable at |least 15 vyears after the loan's

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" | oan connected with the acquisition or

construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 1 LCS 5/6.9 new)

Sec. 6.09. Fi nanci ng of certain points and fees. A bank

may not neke a high risk hone |oan that fi nances poi nts and

fees in excess of 6% of the total | oan anpunt.

(205 ILCS 5/6.10 new)

Sec. 6.10. Paynments to contractors. A bank nay not nake a

paynent to a contractor under a hone inprovenent contract

ot her than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escr ow agent in accordance with the terns

established in a witten agreenent signed by t he

borrower, the bank, and the contractor before the date of

(205 I'LCS 5/6.11 new)

Sec. 6. 11. Negati ve anorti zation. A bank nay not nmake a

high risk hone loan, other than a loan secured only by a

reverse nortgage, Wwth terns under which the outstanding

bal ance will increase at any tine over the course of the | oan

because the regul ar periodic paynents do not cover the ful

anount of the interest due, unless the negative anortization

is the consequence of a tenporary forbearance sought by the
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borr ower.

(205 I'LCS 5/6.12 new)

Sec. 6.12. Negative equity. A bank may not nmake a hi gh

ri sk hone | oan where the | oan anpunt exceeds the equity of

the property securing the | oan.

(205 ILCS 5/6.13 new)

Sec. 6.13. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) If a high risk hone | oan beconmes deli nqguent by nore

than 30 days, the servicer shall send a notice advising the

borrower that he or she nay wish to seek consuner credit

counsel i nqg.

(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY

BE EXPERI ENCI NG FINANCIAL DI FFICULTY. IT MAY BE IN YOUR

BEST INTEREST TO SEEK ~ APPROVED = CONSUMER CREDIT

COUNSELING A LIST OF APPROVED CREDI T COUNSELORS MAY BE

OBTAINED FROM THE [ILLINOS OFFICE OF BANKS AND REAL

ESTATE. "

(c) If a bank or its agent is notified in witing by an

approved consuner credit counsel or and the approved consuner

credit counselor advises the bank or its agent that the

borrower i s seeking approved consumer credit counseling, then

the bank and its agent shall not institute | egal action under

Part 15 of Article XV of the Code of Civil Procedure for 30

days fromthe date of that notice. Only one such 30-day

period of forbearance is allowed under this Section per

subj ect | oan.

(d) 1If, wthin the 30-day peri od pr ovi ded under

subsection (c), the bank or its agent, the approved consuner

credit counselor, and the borrower agree to a debt nanagenent
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plan, then the bank and its agent shall not institute |eqgal

action under Part 15 of Article XV of the Code of Cvil

Procedure for so long as the debt nmanagenent plan is conplied

with by the borrower.

(1) The agreed debt nmanagenent plan nust be in

witing and signed by the bank or its agent, the approved

consuner credit counsel or, and the borrower. A

nodi ficati on of an approved debt managenent plan nay not

be nmade w thout the nutual agreement of the bank or its

agent, the approved consuner credit counselor, and the

(2) Upon witten notice to the bank or its agent,

the borrower nmy change approved consuner credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt

managenent plan, then nothing in this Section shall be

construed to inmpair the legal right of the bank or its agent

to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 ILCS 5/6.14 new)

Sec. 6. 14. Mbrt gage awar eness program

(a) The Mrtgage Awareness Programis a counseling and

educati onal component that is provided by the Director of

the Department of Financial Institutions.

(b) The core curriculum of the Mrtgage Awareness

Program shal |l i ncl ude:

(1) explanation of the amount fi nanced;

(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the |oan COoSt s, i ncl udi ng

broker's fees, finance charges, points, origination fees,

and all other charges and fees;
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(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and

| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents:;

(11) explanation of credit options;

(12) explanation of each item that appears on a

good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nust also conplete a

per sonal i ncone  and expense statenent, as well as a bal ance

sheet, on forns provided by the Conmi ssioner.

(d) Prior to signing a certificate of conpl eti on,

counsel ors shall privately discuss wth the attendee that

attendee's i ncone and expense statenent and bal ance sheet, as

well as the terns of any |l oan the attendee currently has or

may be contenplating and provide a third party reviewto

establish the affordability of the | oan.

(e) Counseling session attendees nust also be given a

brochure that contains information covered by the Mrtgage

Awar eness Program

(f) A bank, prior to making a high risk hone | oan, shal

informthe borrower in witing of the right to participate in

t he Mortgage Awar eness Program

(g) A bank may not offer less favorable |oan terns to a

borrower due to a borrower participating in a Mrtagage

Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower may waive participation in the program provided

that the wai ver occurs no |l ess than 2 business days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form
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approved by the Conmi ssi oner.

(205 | LCS 5/6.15 new)

Sec. 6.15. Report of default and foreclosure rates on

conventi onal | oans.

(a) On or before August 1 and February 1 of each vyear, a

bank that is a servicer of |Illinois residential nort gage
| oans shal | report to the Commissioner the default and
foreclosure data of conventional loans for the 6-nopnth

peri ods endi ng June 30 and Decenber 31, respectively.

(b) A bank shall report for each loan in default or

f or ecl osur e:

(1) nane of borrowers

(2) address of the property nortgaged;

(3) census tract of the property nortgaged;

(4) status of the |loan (default or foreclosure);

(5) date the | oan was consunmat ed;

(6) nane and license nunber of any licensee under

the Residenti al Mortgage License Act of 1987 who

originated the | oan;

(7) nane and address of any non-licensed or exenpt

entity that origi nated the | oan.

(205 1 LCS 5/6.16 new)

Sec. 6.16. Commissioner's authority:; unusually hi gh

foreclosure rate on conventional |oans. The Conmi ssioner nay

take any action pernitted under Section 6.17 or any other

Section of this Act whenever the Conm ssi oner deterni nes

that, based upon a bank's report under Section 6.15, the

bank's foreclosure rate on conventional nortgage loans in a

particular area, as deened by the Conmn ssioner on a

case-by-case basis, is higher than a rate deened appropri ate

by the Conmi ssioner in t hat particul ar ar ea. The

Conmi ssi oner shal l deternine the appropriate rate for a
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particular area by calculating the average of the default and

foreclosure rates on conventional nortgage loans in the same

area for the sane period of time based on information filed

with the Comm ssi oner pursuant to the Act. A bank's rate

t hat exceeds such average shall be consi dered unusually high

(205 I'LCS 5/6.17 new)

Sec. 6.17. Conmi ssi oner's action; unusually high

foreclosure rate on conventi onal | oans.

(a) Wenever a bank's conventi onal |l oan default and

foreclosure rate for a particular 6-nonth peri od exceeds the

average calculated in Section 6.16, the Conm ssioner shall:

(1) conduct an exam nation of the bank;

(2) enter into a supervisory agreenment wth the

bank to lower its default and foreclosure rate on

conventi onal | oans based on an analysis of its rate and

the results of the examnation with a tinetable for

achieving results:;

(3) use a variety of renedies in a supervisory

agreenent on a case-by-case basis to effect a | owering of

a default and foreclosure rate on conventi onal | oans,

such as:

(A requiring use of borrower bal ance sheet,

cash flow statenent, and i nconme and expense forms on

future | oans;

(B) providing of a counsel i ng Vi deo to

borrowers of future | oans;

(© nmandating that all prospective borrowers

bring their |loan applications to the Conmn SSioner

for a third party review as described in Section

6.18;

(D) levying fines;

(E) using other requlatory neans up to and

i ncludi ng i ssuance of a cease and desi st order.
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(b) Wien the I|oan analysis described in subsection (a)

of Section 6.15 and in Section 6.16 shows that a |icensee

under the Residential Mrtgage License Act of 1987 acting as

broker or originator is contributing to the high default and

foreclosure rate of the reporting bank, that broker or

originator shall also be subject to exam nati on and

supervi sory agreenent as defined in subsection (a).

(205 1 LCS 5/6.18 new)

Sec. 6.18. Third party review of high ri sk hone | oans.

(a) In the case of any high risk hone | oan, the borrower

shal | be afforded the opportunity to seek i ndependent review

of the loan terns in order to determine affordability of the

loan when and if the General Assenbly appropri ates adequate

funding to the O fice of Banks and Real Estate specifically

for this program

(b) The Conmissioner shall establish a |oan worksheet

and a systemfor reviewof loan terns to be perforned by

staff of the Ofice of Banks and Real Estate.

(c) A borrower shall subnit information requested on the

wor ksheet, including but not limted to information regarding

the borrower's financial status and budget and the terns of

(d) The review of the worksheet shall provide the

borrower, at a mnimnum wth a projection of the amunt of

each paynent for the loan, taking into account ball oon

paynents and adjustable interest rates. The review shall al so

informthe borrower of the anmpbunt of nonthly paynent the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of t he borr ower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be submtted to the bank

prior to the closing of the |oan, and shall becone a part of
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the permanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

honme | oan docunentation, the l|oan does not nmke econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the bank. This finding shal

enable the borrower to withdraw from the contenplated | oan

with no financial penalty.

Section 10. The Illinois Savings and Loan Act of 1985 is
anended by adding Sections 1-10.39, 1-10.40, 1-10.41,
1-10.42, 5-17, 5-18, 5-19, 5-20, 5-21, 5-22, 5-23, 5-24,
5-25, 5-26, b5-27, 5-28, 5-29, 5-30, 5-31, 5-32, and 5-33 as

foll ows:

(205 ILCS 105/1-10. 39 new)
Sec. 1-10.39. Hi gh risk hone | oan. "H gh risk home | oan"

means a hone equity loan in which:

(1) at the tine of origination, the APR exceeds by

nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case

of a junior nortgage, the vield on US. Treasury

securities having conparable periods of naturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the association; or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of

5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price

However, "high risk hone | oan" does not nean a | oan that

is made prinmarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an
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open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

(205 I LCS 105/1-10.40 new)

Sec. 1-10.40. Points and fees. "Points and fees" neans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit [life,

credit disability, credit unenploynent, or any other life

or heal th insurance that is financed directly or

indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that originates a

loan inits own nane in a tabl efunded transacti on

(205 | LCS 105/ 1- 10. 41 new)

Sec. 1-10.41. Servicer. "Servicer" neans any entity

subject to this Act that is responsible for the collection or

remttance for, or the right or obligation to collect or

remt for, any | ender, noteowner, not ehol der, or for the

entity's own account, of paynents, interest, principal, and

trust itens such as hazard insurance and taxes on a

residential nortgage loan in accordance with the terns of the

resi denti al nort gage | oan; and includes |oan paynent

foll owup, delinquency |loan followup, |oan analysis, and any

notifications to the borrower that are necessary to enable

the borrower to keep the loan current and in good standing.

(205 I LCS 105/1-10.42 new)

Sec. 1-10. 42. Tot al | oan anbunt. "Total | oan amount”

means the sane as the termused in Section 226.32 of Title 12

of the Code of Federal Requlations, and the sane shall be
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calculated in accordance with the Federal Reserve Board's

Oficial Staff Commentary thereto.

(205 I LCS 105/5-17 new)

Sec. 5-17. Ability to repay. An associ ati on nay not nake

a high risk home loan if the associ ati on does not believe at

the time the loan is consummted that the borrower or

borrowers will be able to neke the scheduled paynents to

repay the obligation based upon a consideration of their

current and expected i ncone, current obligations, enploynent

st at us, and other financial resources (other than the

borrower's equity in the dwelling that secures repaynent of

the loan). A borrower shall be presuned to be able to repay

the loan if, at the tine the loan is consummated, or at the

tine of the first rate adjustnent in the case of a | ower

introductory interest rate, the borrower's scheduled nonthly

paynents on the loan (including principal, interest, taxes,

i nsurance, and assessnents), conbined with the schedul ed

paynents for all other disclosed debts, do not exceed 50% of

the borrower's nonthly gross incone.

(205 I LCS 105/5-18 new)

Sec. 5-18. Verification of ability to pay loan. The

association shall verify the borrower's ability to repay the

loan in the case of high risk hone | oans. The verification

shall require, at a mninum that the associ ation:

(1) prepare a per sonal i ncone and expense

statenent, wth infornmation provided by the borrower, in

a formprescribed by the Conm ssi oner;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.
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(205 I LCS 105/5-19 new)

Sec. 5-109. Fraudul ent or deceptive practices. An

associ ation may not enploy enploy fraudulent or deceptive

acts or practices in the making of a high risk hone | oan,

i ncludi ng deceptive marketing and sales efforts.

(205 I LCS 105/ 5-20 new)

Sec. 5-20. Prepaynent penalties. An association nmay not

make a high risk hone loan that calls for a prepaynent

penalty (i) made after the expiration of the 36-nonth period

followwng the date the loan was nmade or (ii) that is nore

than 3% of the total |oan amount if the prepaynent is nade

within the first 12-nonth period following the date the | oan

was nmade, or nore than 2% of the total loan anpbunt if the

prepaynent is mde wthin the second 12 nonth period after

the date the | oan was nade, or nore than 1% of the total | oan

anmount if the prepaynent is nade within the third 12-npnth

period following the date the | oan was made.

(205 I LCS 105/5-21 new)

Sec. 5-21. Pre-paid i nsurance products and warranti es.

An association may not nmake a high risk hone |oan that

finances a single premum credit life, credit disability,

credit unenploynent, or any other life or health insurance,

directly or indirectly. | nsurance previously cal cul ated and

paid on a nonthly basis shall not be considered to be

fi nanced by the associ ati on.

(205 1LCS 105/5-22 new)

Sec. 5-22. Refi nanci ng prohibited in certain cases. An

associ ation may not refinance any high risk hone |oan where

the refinancing charges additional points and fees within a

12 nonth period after the refinanced loan was origi nated,

unless the refinancing results in a financial benefit to the
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borr ower.

(205 I LCS 105/5-23 new)

Sec. 5-23. Balloon paynents. An associ ation nmay not nake

a high risk home | oan that contains a schedul ed final paynent

that is nmore than twice as large as the average of earlier

schedul ed nonthly paynents unl ess the ball oon paynent becones

due and payable at least 15 vyears after t he | oan' s

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" 1oan connected with the acquisition or

construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 I LCS 105/ 5-24 new)

Sec. 5-24. Financing of <certain points and fees. An

associ ation may not nake a high risk hone |loan that finances

points and fees in excess of 6% of the total | oan amount.

(205 I LCS 105/5-25 new)

Sec. b5-25. Paynents to contractors. An association nmay

not nake a paynent to a contractor under a hone inprovenent

contract other than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escr ow agent in accordance with the terns

established in a witten agreenent signed by t he

borrower, the association, and the contractor before the

date of paynent.

(205 I LCS 105/ 5-26 new)

Sec. 5-26. Negative anprtization. An association may not
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make a high risk hone | oan, other than a | oan secured only by

a reverse nortgage, wth terns under which the outstanding

bal ance will increase at any tine over the course of the | oan

because the requl ar periodic paynents do not cover the ful

anount of the interest due, unless the negative anortization

is the consequence of a tenporary forbearance sought by the

borr ower.

(205 I LCS 105/5-27 new)

Sec. 5-27. Negative equity. An association nay not nake a

high risk hone | oan where the | oan anbunt exceeds the equity

of the property securing the | oan.

(205 I LCS 105/ 5-28 new)

Sec. 5-28. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) If a high risk hone | oan becones deli nquent by nore

than 30 days, the servicer shall send a notice advising the

borrower that he or she my wish to seek consumer credit

counsel i nqg.

(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY

BE EXPERI ENCI NG FINANCI AL DI FFICULTY. | T MAY BE I N YOUR

BEST INTEREST TO SEEK APPROVED CONSUMER CREDIT

COUNSEL | NG A LI ST OF APPROVED CREDI T COUNSELORS NAY BE

OBTAINED FROM THE ILLINOS OFFICE OF BANKS AND REAL

ESTATE. "

(c) If an association or its agent is notified in

witing by an approved consuner credit counselor and the

approved consumer credit counsel or advi ses the associ ati on or

its agent that the borrower is seeking approved consuner

credit counseling, then the association and its agent shal

not institute legal action under Part 15 of Article XV of the
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Code of Cuvil Procedure for 30 days fromthe date of that

notice. Only one such 30-day period of forbearance is

al l owed under this Section per subject | oan.

(d) If, within t he 30-day period provided under

subsection (c), the association or its agent, the approved

consuner credit counselor, and the borrower agree to a debt

managenent plan, then the association and its agent shall not

institute | egal action under Part 15 of Article XV of the

Code of Cuvil Procedure for so long as the debt management

plan is conplied with by the borrower.

(1) The agreed debt nmanagenent plan nust be in

witing and signed by the association or its agent, the

approved consunmer credit counsel or, and the borrower. A

nodi fication of an approved debt managenent plan nay not

be made wi thout the nutual agreenent of the association

or its agent, the approved consuner credit counsel or, and

t he borrower.

(2) Upon witten notice to the association or its

agent, the borrower nay change approved consuner credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt

managenent plan, then nothing in this Section shall be

construed to inmpair the legal right of the association or its

agent to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 I LCS 105/5-29 new)

Sec. 5-29. Mbrt gage awar eness program

(a) The Mirtgage Awareness Programis a counseling and

educational conponent that is provided by the Director of

the Department of Financial Institutions.

(b) The <core «curriculum of the Mortgage Awar eness

Program shal |l i ncl ude:

(1) explanation of the amount fi nanced;
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(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the loan costs, including

broker's fees, finance charges, points, origination fees,

and all other charges and fees;

(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and

| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents:;

(11) explanation of credit options;

(12) explanation of each item that appears on a

good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nust al so conplete a

personal incone and expense statenent, as well as a bal ance

sheet, on forns provided by the Conmi ssioner.

(d) Prior to signing a certificate of conpletion,

counsel ors shall privately discuss wth the attendee that

attendee's i ncone and expense statenent and bal ance sheet, as

well as the terns of any |oan the attendee currently has or

may be contenplating and provide a third party review to

establish the affordability of the | oan.

(e) Counseling session attendees nust al so be given a

brochure that contains infornmation covered by the NMbrtgage

Awar eness Program

(f) An association, prior to nmking a high risk hone

|l oan, shall informthe borrower in witing of the right to

participate in the Mrtgage Awareness Program

(g) An association may not offer |less favorable | oan

terns to a borrower due to a borrower participating in a
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Mbrt gage Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower may wai ve participation in the program pr ovi ded

that the wai ver occurs no |l ess than 2 business days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form

approved by the Conmi ssi oner.

(205 I LCS 105/ 5-30 new)

Sec. 5-30. Report of default and foreclosure rates on

conventi onal | oans.

(a) On or before Auqust 1 and February 1 of each year,

an association that is a servicer of |Illinois residential

nortgage | oans shall report to the Conmm ssi oner the default

and forecl osure data of conventional loans for the 6-npbnth

peri ods endi ng June 30 and Decenber 31, respectively.

(b) An association shall report for each |loan in default

or forecl osure:

(1) nane of borrowers

(2) address of the property nortgaged;

(3) census tract of the property nortgaged;

(4) status of the |oan (default or foreclosure);

(5) date the | oan was consunmat ed;

(6) nane and license nunber of any |licensee under

the Residenti al Mortgage License Act of 1987 who

originated the | oan;

(7) nane and address of any non-licensed or exenpt

entity that origi nated the | oan.

(205 I LCS 105/5-31 new)

Sec. 5-31. Commissioner's authority; unusually hi gh

foreclosure rate on conventional |oans. The Conmi ssioner nay

take any action pernitted under Section 5-32 or any other

Section of this Act whenever the Conmn ssi oner deterni nes
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that, based upon an association's report under Section 5-30,

the association's foreclosure rate on conventional nortgage

loans in a particular area, as deemed by the Conm Ssioner on

a case-by-case basi s, is higher than a rate deened

appropriate by the Conni ssioner in that particular area. The

Conmi ssi oner shal | deternine the appropriate rate for a

particular area by calculating the average of the default and

foreclosure rates on conventional nortgage |loans in the same

area for the same period of tine based on information filed

with the Commi ssioner pursuant to the Act. An association's

rate that exceeds such average shall be considered unusually

high.

(205 I LCS 105/5-32 new)

Sec. 5- 32. Conmi ssi oner's action; unusually high

foreclosure rate on conventi onal | oans.

(a) Wienever an association's conventional |oan default

and foreclosure rate for a particular 6-nonth period exceeds

the average calculated in Section 5-31, the Conmni SSioner

(1) conduct an exam nation of the association;

(2) enter into a supervisory agreement with the

association to lower its default and foreclosure rate on

conventi onal | oans based on an analysis of its rate and

the results of the examnation with a tinetable for

achi eving results:;

(3) use a variety of renedies in a supervisory

agreenent on a case-by-case basis to effect a | owering of

a default and foreclosure rate on conventi onal | oans,

such as:

(A requiring use of borrower bal ance sheet,

cash flow statenent, and i nconme and expense forms on

future | oans;

(B) providing of a counsel i ng Vi deo to
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borrowers of future | oans;

(© nmandating that all prospective borrowers

bring their |loan applications to the Conmn SSioner

for a third party review as described in Section

5-33;

(D) levying fines;

(E) using other requlatory neans up to and

i ncludi ng i ssuance of a cease and desi st order.

(b) Wien the Iloan analysis described in subsection (a)

of Section 5-30 and in Section 5-31 shows that a |icensee

under the Residential Mrtgage License Act of 1987 acting as

broker or originator is contributing to the high default and

foreclosure rate of the reporting association, that broker or

ori gi nator shal | al so be subject to exam nation and

supervi sory agreenent as defined in subsection (a).

(205 I LCS 105/5-33 new)

Sec. 5-33. Third party review of high risk hone | oans.

(a) In the case of any high risk hone | oan, the borrower

shall be afforded the opportunity to seek i ndependent review

of the loan terns in order to deternine affordability of the

| oan when and if the General Assenbly appropriates adequate

funding to the Ofice of Banks and Real Estate specifically

for this program

(b) The Conmi ssioner shall establish a |oan worksheet

and a system for review of |loan terns to be perfornmed by

staff of the Ofice of Banks and Real Estate.

(c) A borrower shall subnit informati on reqguested on the

wor ksheet, including but not limted to information regarding

the borrower's financial status and budget and the terns of

t he | oan.

(d) The review of the worksheet shall provi de the

borr ower, at a nmninum wth a projection of the anpunt of

each paynent for the loan, taking into account balloon
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paynents and adjustable interest rates. The review shall al so

inform the borrower of the anount of nonthly paynment the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of the borrower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be subnmtted to t he

association prior to the <closing of the |oan, and shal

becone a part of the pernmanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

home | oan docunentation, the |oan does not nake econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the association. This finding

shal | enable the borrower to withdraw fromthe contenpl at ed

loan with no financial penalty.

Section 15. The Savings Bank Act is anended by adding
Sections 1007.125, 1007.130, 1007,135, 1007.140, 6015, 6016,
6017, 6018, 6019, 6020, 6021, 6022, 6023, 6024, 6025, 6026,
6027, 6028, 6029, 6030, and 6031 as foll ows:

(205 1 LCS 205/1007. 125 new)
Sec. 1007. 125. H gh risk hone |oan. "H gh risk home

| oan" neans a honme equity |l oan in which:

(1) at the tine of origination, the APR exceeds by

nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case

of a junior nortgage, the vield on US. Treasury

securities having conparable periods of naturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the savings bank; or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of
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5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price

However, "high risk hone | oan" does not nean a | oan that

is made prinmarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an

open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

(205 I LCS 205/1007. 130 new)

Sec. 1007.130. Points and fees. "Points and fees" neans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit [life,

credit disability, credit unenploynent, or any other life

or heal th insurance that is financed directly or

indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that originates a

loan inits own nane in a tabl efunded transacti on

(205 I LCS 205/1007. 135 new)

Sec. 1007.135. Servicer. "Servicer" nmeans any entity

subject to this Act that is responsible for the collection or

remttance for, or the right or obligation to collect or

remt for, any | ender, not eowner, not ehol der, or for the

entity's own account, of paynents, interest, pri nci pal , and

trust itens such as hazard insurance and taxes on a

residential nortgage loan in accordance with the terns of the

resi denti al nortgage |oan; and i ncl udes | oan payment

foll owup, delinquency |loan followup, |oan analysis, and any
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notifications to the borrower that are necessary to enable

the borrower to keep the loan current and in good standing.

(205 I LCS 205/ 1007. 140 new)

Sec. 1007.140. Total | oan anmount. "Tot al | oan anount"

means the sane as the termused in Section 226.32 of Title 12

of the Code of Federal Requl ations, and the sane shall be

cal culated in accordance with the Federal Reserve Board's

Oficial Staff Commentary thereto.

(205 I LCS 205/ 6015 new)

Sec. 6015. Ability to repay. A savings bank nmay not nake

a high risk home loan if the savi ngs bank does not believe at

the time the loan is consummated that the borrower or

borrowers will be able to neke the scheduled paynents to

repay the obligation based upon a consideration of their

current and expected i ncone, current obligations, enploynent

st at us, and other financial resources (other than the

borrower's equity in the dwelling that secures repaynent of

the loan). A borrower shall be presuned to be able to repay

the loan if, at the tine the loan is consummated, or at the

tine of the first rate adjustnent in the case of a | ower

introductory interest rate, the borrower's scheduled nonthly

paynents on the loan (including principal, interest, taxes,

i nsurance, and assessnents), conmbined wth the schedul ed

paynents for all other disclosed debts, do not exceed 50% of

the borrower's nonthly gross incone.

(205 I LCS 205/ 6016 new)

Sec. 6016. Verification of ability to pay loan. The

savi ngs bank shall verify the borrower's ability to repay the

loan in the case of high risk home |loans. The verification

shall require, at a mninum that the savi ngs bank:

(1) prepare a per sonal i ncone and expense
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statenent, with infornation provided by the borrower, in

a formprescribed by the Conm ssi oner;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.

(205 I LCS 205/ 6017 new)

Sec. 6017. Fraudul ent or deceptive practices. A savings

bank nmay not enploy enploy fraudul ent or deceptive acts or

practices in the nmaking of a high risk hone loan, including

decepti ve narketing and sales efforts.

(205 I LCS 205/ 6018 new)

Sec. 6018. Prepaynment penalties. A savings bank nay not

make a high risk hone loan that calls for a prepaynent

penalty (i) made after the expiration of the 36-nonth period

following the date the loan was nade or (ii) that is nore

than 3% of the total |oan anount if the prepaynent i s nade

within the first 12-nonth period following the date the |oan

was made, or nore than 2% of the total |oan anpunt if the

prepaynent is made within the second 12 nonth period after

the date the | oan was nade, or nore than 1% of the total | oan

amount if the prepaynent is made within the third 12-npnth

period following the date the | oan was made.

(205 I LCS 205/ 6019 new)

Sec. 6019. Pre-paid i nsurance products and warranties. A

savi ngs bank may not nmke a high risk hone | oan that finances

asingle premum credit life, credit disability, credit

unenpl oynent, or any other life or health insurance, directly

or indirectly. | nsurance previously calcul ated and paid on a

nmonthly basis shall not be considered to be financed by the

savi ngs bank.
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(205 I LCS 205/ 6020 new)

Sec. 6020. Refinancing prohibited in certain cases. A

savings bank may not refinance any high risk home | oan where

the refinanci ng charges additional points and fees wthin a

12 nmonth period after the refinanced | oan was ori gi nat ed,

unl ess the refinancing results in a financial benefit to the

borr ower.

(205 I LCS 205/ 6021 new)

Sec. 6021. Balloon paynents. A savings bank nmay not nake

a high risk home | oan that contains a schedul ed final paynent

that is nore than twice as large as the average of earlier

schedul ed nonthly paynents unl ess the ball oon paynent becones

due and payable at |least 15 vyears after the loan's

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" | oan connected with the acquisition or

construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 I LCS 205/ 6022 new)

Sec. 6022. Financing of <certain points and fees. A

savi ngs bank may not nmke a high risk hone |oan that finances

points and fees in excess of 6% of the total | oan amunt.

(205 I LCS 205/ 6023 new)

Sec. 6023. Paynents to contractors. A savings bank may

not nake a paynent to a contractor under a hone inprovenent

contract other than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escr ow agent in accordance with the terns
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established in a witten agreenent signed by t he

borrower, the savings bank, and the contractor before the

date of paynent.

(205 I LCS 205/ 6024 new)

Sec. 6024. Negative anortization. A savings bank nay not

make a high risk hone | oan, other than a | oan secured only by

a reverse nortgage, with terns under which the outstanding

bal ance will increase at any tine over the course of the | oan

because the reqular periodic paynents do not cover the ful

anount of the interest due, unless the negative anortization

is the consequence of a tenporary forbearance sought by the

borr ower.

(205 I LCS 205/ 6025 new)

Sec. 6025. Negative equity. A savings bank nmay not nake a

high risk hone | oan where the | oan anbunt exceeds the equity

of the property securing the | oan.

(205 I LCS 205/ 6026 new)

Sec. 6026. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) If a high risk hone | oan beconmes deli nqguent by nore

than 30 days, the servicer shall send a notice advising the

borrower that he or she nay wish to seek consuner credit

counsel i nqg.

(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY

BE EXPERI ENCI NG FINANCIAL DIFFICULTY. IT MAY BE IN YOUR

BEST INTEREST TO SEEK ~ APPROVED = CONSUMER CREDIT

COUNSELING A LIST OF APPROVED CREDI T COUNSELORS MAY BE

OBTAINED FROM THE [ILLINOS OFFICE OF BANKS AND REAL

ESTATE. "


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

N N N N N N NN R P P R R R R Rp R
N~ o oo A WO N PP O O 00O N o o~ N+ O

28
29
30
31

32
33

- 39- LRB9200795JSdvanD4

(c) If a savings bank or its agent is notified in

witing by an approved consuner credit counselor and the

approved consumer credit counsel or advi ses the savings bank

or its agent that the borrower is seeking approved consuner

credit counseling, then the savings bank and its agent shal

not institute legal action under Part 15 of Article XV of the

Code of Cuvil Procedure for 30 days fromthe date of that

notice. Only one such 30-day period of forbearance is

al l owed under this Section per subject | oan.

(d) If, within t he 30-day period provided under

subsection (c), the savings bank or its agent, the approved

consuner credit counselor, and the borrower agree to a debt

managenent plan, then the savings bank and its agent shal

not institute legal action under Part 15 of Article XV of the

Code of Cvil Procedure for so long as the debt nmanagement

plan is conplied with by the borrower.

(1) The agreed debt nmanagenent plan nust be in

witing and signed by the savings bank or its agent, the

approved consunmer credit counselor, and the borrower. A

nodi fication of an approved debt managenent plan nay not

be made wi thout the nutual agreenent of the savings bank

or its agent, the approved consuner credit counsel or, and

t he borrower.

(2) Upon witten notice to the savings bank or its

agent, the borrower nay change approved consuner credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt

managenent plan, then nothing in this Section shall be

construed to inmpair the legal right of the savings bank or

its agent to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 I LCS 205/ 6027 new)

Sec. 6027. Mbrt gage awar eness program
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(a) The Mrtgage Awareness Programis a counseling and

educati onal component that is provided by the Director of

the Department of Financial Institutions.

(b) The core curriculum of the Mrtgage Awareness

Program shal |l i ncl ude:

(1) explanation of the amount fi nanced;

(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the |[|oan cost s, i ncl udi ng

broker's fees, finance charges, points, origination fees,

and all other charqges and fees;

(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and

| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents;

(11) explanation of credit options;

(12) explanation of each item that appears on a

good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nust also conplete a

per sonal i ncone  and expense statenent, as well as a bal ance

sheet, on forns provided by the Conm ssioner.

(d) Prior to signing a certificate of conpl eti on,

counsel ors shall privately discuss wth the attendee that

attendee's i ncone and expense statenent and bal ance sheet, as

well as the terns of any |l oan the attendee currently has or

may be contenplating and provide a third party reviewto

establish the affordability of the | oan.

(e) Counseling session attendees nust also be given a

brochure that contains infornmation covered by the Mrtqgage
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Awar eness Program

(f) A savings bank, prior to making a high risk hone

loan, shall inform the borrower in witing of the right to

participate in the Mrtgage Awareness Program

(g) A savings bank nay not offer less favorable |[|oan

ternrs to a borrower due to a borrower participating in a

Mbrt gage Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower may waive participation in the program provided

that the wai ver occurs no |l ess than 2 busi ness days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form

approved by the Conmni ssi oner.

(205 I LCS 205/ 6028 new)

Sec. 6028. Report of default and foreclosure rates on

conventi onal | oans.

(a) On or before August 1 and February 1 of each vyear, a

savings bank that is a servicer of Illinois residential

nortgage |oans shall report to the Conmm ssi oner the default

and forecl osure data of conventional loans for the 6-npbnth

peri ods endi ng June 30 and Decenber 31, respectively.

(b) A savings bank shall report for each |loan in default

or forecl osure:

(1) nane of borrowers

(2) address of the property nortgaged;

(3) census tract of the property nortgaged;

(4) status of the |loan (default or foreclosure);

(5) date the | oan was consunmat ed;

(6) nane and Ilicense nunber of any licensee under

the Residenti al Mortgage License Act of 1987 who

originated the | oan;

(7) nane and address of any non-licensed or exenpt

entity that origi nated the | oan.
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(205 I LCS 205/ 6029 new)

Sec. 6029. Commissioner's authority; unusually hi gh

foreclosure rate on conventional |oans. The Conmi ssioner nay

take any action pernitted under Section 6030 or any other

Section of this Act whenever the Conm ssi oner deterni nes

that, based upon a savings bank's report under Section 6028,

the savings bank's foreclosure rate on conventi onal nortgage

loans in a particular area, as deemed by the Conm Ssioner on

a case- by-case basi s, is higher than a rate deened

appropriate by the Conni ssioner in that particular area. The

Conmi ssi oner shal | deternine the appropriate rate for a

particular area by calculating the average of the default and

foreclosure rates on conventional nortgage |loans in the same

area for the same period of tine based on information filed

with the Commi ssioner pursuant to the Act. A savings bank's

rate that exceeds such average shall be considered unusually

high.

(205 I LCS 205/ 6030 new)

Sec. 6030. Conmmi ssi oner's action; unusually high

foreclosure rate on conventi onal | oans.

(a) Wienever a savings bank's conventional |oan default

and foreclosure rate for a particular 6-nonth period exceeds

the average calculated in Section 6029, the Conmni SSioner

(1) conduct an exam nation of the savi ngs bank:

(2) enter into a supervisory agreement with the

savings bank to lower its default and foreclosure rate on

conventional | oans based on an analysis of its rate and

the results of the examnation with a tinetable for

achieving results:;

(3) use a variety of renedies in a supervisory

agreenent on a case-by-case basis to effect a | owering of

a default and foreclosure rate on conventional |oans,
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such as:

(A requiring use of borrower bal ance sheet,

cash flow statenent, and i nconme and expense forms on

future | oans;

(B) providing of a counseling video to

borrowers of future | oans;

(© mandating that all prospective borrowers

bring their loan applications to the Conmni Ssioner

for a third party review as described in Section

6031;

(D) levying fines;

(E) using other requlatory neans up to and

i ncludi ng i ssuance of a cease and desi st order.

(b) Wien the |oan analysis described in subsection (a)

of Section 6028 and in Section 6029 shows that a |icensee

under the Residential Mrtgage License Act of 1987 acting as

broker or originator is contributing to the high default and

foreclosure rate of the reporting savings bank, that broker

or originator shall also be subject to examnation and

supervi sory agreenent as defined in subsection (a).

(205 I LCS 205/ 6031 new)

Sec. 6031. Third party review of high risk hone | oans.

(a) In the case of any high risk hone | oan, the borrower

shall be afforded the opportunity to seek i ndependent review

of the loan terns in order to deternine affordability of the

| oan when and if the General Assenbly appropriates adequate

funding to the Ofice of Banks and Real Estate specifically

for this program

(b) The Conmi ssioner shall establish a |oan worksheet

and a system for review of |loan terns to be perfornmed by

staff of the Ofice of Banks and Real Estate.

(c) A borrower shall subnit informati on requested on the

wor ksheet, including but not limted to information regarding
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the borrower's financial status and budget and the terns of

(d) The review of the worksheet shall provide the

borr ower, at a nmninum with a projection of the anpunt of

each paynent for the loan, taking into account balloon

paynents and adjustable interest rates. The review shall al so

inform the borrower of the anount of nonthly paynment the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of the borrower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be subnmtted to the savings

bank prior to the closing of the |oan, and shall becone a

part of the permanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

home | oan docunentation, the |oan does not nake econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the savings bank. This finding

shall enable the borrower to withdraw from the contenpl ated

loan with no financial penalty.

Section 20. The Illinois Credit Union Act is anended by
changing Section 1.1 and adding Sections 66.1, 66.2, 66.3,
66.4, 66.5, 66.6, 66.7, 66.8, 66.9, 66.10, 66.11, 66.12,
66. 13, 66.14, and 66. 15 as fol | ows;

(205 I'LCS 305/1.1) (fromCh. 17, par. 4402)

Sec. 1.1. Definitions. Credit Union - The term "credit
uni on" means a cooperative, non- profit associ ati on,
incorporated wunder this Act, wunder the laws of the United
States of Anmerica or under the |l aws of another state, for the
pur poses of encouraging thrift anong its nenbers, creating a
source of «credit at a reasonable rate of interest, and

provi ding an opportunity for its menbers to use and control
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their owm noney in order to inprove their econom c and soci al
conditions. The nenbership of a credit union shall consist of
a group or groups each having a common bond as set forth in
this Act.

Common Bond - The term "common bond" refers to groups of
peopl e who neet one of the follow ng qualifications:

(1) Persons belonging to a specific association, group
or organi zation, such as a church, Ilabor wunion, club or
society and nenbers of their imrediate famlies which shal
include any relative by blood or nmarriage or foster and
adopt ed chil dren.

(2) Persons who reside in a reasonably conpact and wel |
defi ned nei ghborhood or comunity, and nenbers of their
imediate famlies which shall include any relative by bl ood
or marriage or foster and adopted children.

(3) Persons who have a common enployer or who are
menber s of an organized labor wunion or an organized
occupational or professional group W thin a defi ned
geographical area, and nenbers of their immediate famlies
whi ch shall include any relative by blood or marriage or
foster and adopted chil dren.

Shares - The term "shares" or "share accounts” neans any
formof shares issued by a credit union and established by a
menber in accordance wth standards specified by a credit
union, including but not Iimted to comon shares, share
draft accounts, classes of shares, share certificates,
speci al purpose share accounts, shares issued in trust,
custodial accounts, and individual retirenment accounts or
ot her plans established pursuant to Section 401(d) or (f) or
Section 408(a) of the Internal Revenue Code, as now or
hereafter anmended, or simlar provisions of any tax |aws of
the United States that may hereafter exist.

Credit Union Oganization - The term "credit union

or gani zati on" neans any organi zati on established to serve the
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needs of credit unions, the business of which relates to the
daily operations of credit unions.

Department - The term "Department” neans the Illinois
Departnent of Financial Institutions.

Director - The term"Director"” nmeans the Director of the
II'linois Departnent of Financial Institutions.

NCUA - The term "NCUA" neans the National Credit Union
Adm ni stration, an agency of the United States Governnent
charged with the supervision of credit unions chartered under
the laws of the United States of Anmerica.

Central Credit Union - The term "central credit union”
means a credit union incorporated prinmarily to receive shares
fromand make | oans to credit unions and Directors, Oficers,
commttee nenbers and enployees of credit unions. A central
credit union nmay al so accept as nenbers persons who were
menbers of credit unions which were |iquidated and persons
from occupational groups not otherwise served by another
credit union.

Corporate Credit Union - The term "corporate credit
union" nmeans a credit union which is a cooperati ve,
non-profit association, the nenbership of whichis limted
primarily to other credit unions.

I nsol vent - "Insolvent" neans the condition that results
when the total of all liabilities and shares exceeds net
assets of the credit union.

Danger of insolvency - The term "Danger of insolvency" as
used in Section 61 neans when a credit union falls below a 2%
capital to asset ratio.

"Good faith" means honesty in fact in the conduct of a

transacti on.

"H gh risk home | oan" neans a home equity |loan in which:

(1) at the tine of origination, the APR exceeds by

nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case
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of a junior nortgage, the vyield on U.S. Tr easury

securities having conparable periods of maturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the credit union; or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of

5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price

However, "high risk hone | oan" does not nean a | oan that

is made primarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an

open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

"Points and fees" neans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit life,

credit disability, credit unenploynent, or any other life

or health insurance that 1is financed directly or

indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that origi nates a

loan in its own nane in a tabl efunded transacti on

"Total | oan anmount"” neans the sane as the term wused in

Secti on 226. 32 of Title 12 of the Code of Federal

Requl ati ons, and the sane shall be calculated in accordance

with the Federal Reserve Board's Oficial Staff Commentary

t her et 0.

(Source: P.A 90-665, eff. 7-30-98.)


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

T T T = e =
N~ o oA WWN B O

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

- 48- LRB9200795JSdvanD4

(205 I LCS 305/66.1 new)

Sec. 66.1. Good faith requirenments.

(a) Any disclosure or action required in connection with

a high risk home | oan nust be made in good faith

(b) A credit union may not accept a fee or charge for a

high risk hone |oan application unless the credit unionis

able to denpnstrate to the Director that, if its high risk

home loan requirements are net, there is a reasonable

likelihood that a |l oan commtnment will be issued for the | oan

for the amount, term rate, charqges, and other conditions set

forth n the |loan application and the applicabl e discl osures

and docunents required and that the loan has a reasonable

l'i keli hood of being repaid by the applicant.

(c) A credit union that has accepted an application for

a high risk home loan nust nmke a qood faith effort to

process the application within the tine specified in the | oan

application.

(205 I LCS 305/66.2 new)

Sec. 66.2. Ability to repay. A credit union nay not nake

a high risk home loan if the credit union does not believe at

the time the loan is consummated that the borrower or

borrowers will be able to neke the scheduled paynents to

repay the obligation based upon a consideration of their

current and expected i ncone, current obligations, enploynent

st at us, and other financial resources (other than the

borrower's equity in the dwelling that secures repaynent of

the loan). A borrower shall be presuned to be able to repay

the loan if, at the tine the loan is consummated, or at the

tine of the first rate adjustnent in the case of a | ower

introductory interest rate, the borrower's scheduled nonthly

paynents on the loan (including principal, interest, taxes,

i nsurance, and assessnents), conbined with the schedul ed

paynents for all other disclosed debts, do not exceed 50% of
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the borrower's nonthly gross incone.

(205 I LCS 305/66.3 new)

Sec. 66.3. Verification of ability to pay loan. The

credit union shall verify the borrower's ability to repay the

loan in the case of high risk home |oans. The verification

shall require, at a nininum that the credit union

(1) prepare a per sonal i ncone and expense

statenent, with infornation provided by the borrower, in

a formprescribed by the Director;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.

(205 I LCS 305/66.4 new)

Sec. 66. 4. Fraudul ent or deceptive practices. A credit

union nay not enploy enploy fraudul ent or deceptive acts or

practices in the naking of a high risk hone 1loan, including

decepti ve narketing and sales efforts.

(205 I LCS 305/66.5 new)

Sec. 66.5. Prepaynent penalties. A credit union nay not

make a high risk hone loan that calls for a prepaynent

penalty (i) made after the expiration of the 36-nonth period

following the date the loan was nade or (ii) that is nore

than 3% of the total |oan anount if the prepaynent i s nade

within the first 12-nonth period following the date the |oan

was made, or nore than 2% of the total |oan anpunt if the

prepaynent is made within the second 12 nonth period after

the date the | oan was nade, or nore than 1% of the total | oan

amount if the prepaynent is made within the third 12-npnth

period following the date the | oan was made.
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(205 I LCS 305/66.6 new)

Sec. 66. 6. Pre-paid i nsurance products and warranties. A

credit union may not neke a high risk hone |oan that finances

asingle premum credit life, credit disability, credit

unenpl oynent, or any other life or health insurance, directly

or indirectly. | nsurance previously calcul ated and paid on a

nmonthly basis shall not be considered to be financed by the

credit union.

(205 I LCS 305/66.7 new)

Sec. 66. 7. Refinancing prohibited in certain cases. A

credit wunion may not refinance any high risk home | oan where

the refinanci ng charges additional points and fees wthin a

12 nmonth period after the refinanced | oan was ori gi nat ed,

unl ess the refinancing results in a financial benefit to the

borr ower.

(205 I LCS 305/ 66.8 new)

Sec. 66.8. Balloon paynents. A credit union nay not nake

a high risk home | oan that contains a schedul ed final paynent

that is nmore than twice as large as the average of earlier

schedul ed nonthly paynents unl ess the ball oon paynent becones

due and payable at least 15 vyears after t he | oan's

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" 1oan connected with the acquisition or

construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 I LCS 305/66.9 new)

Sec. 66. 9. Financing of <certain points and fees. A

credit union may not neke a high risk hone |oan that finances

points and fees in excess of 6% of the total | oan amunt.
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(205 I LCS 305/66.10 new)

Sec. 66.10. Paynments to contractors. A credit union may

not nake a paynent to a contractor under a hone i nprovenent

contract other than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escrow agent in accordance with t he terns

est abl i shed in a witten agreenent signed by the

borrower, the credit union, and the contractor before the

date of paynent.

(205 I LCS 305/66.11 new)

Sec. 66.11. Negative anprtization. A credit union my

not nmake a high risk hone |loan, other than a | oan secured

only by a reverse nortgage, wth terns under which the

out standi ng bal ance will increase at any tine over the course

of the l|oan because the reqular periodic paynents do not

cover the full anmount of the interest due, unless the

negative anortization is the consequence of a tenporary

f or bear ance sought by the borrower.

(205 I LCS 305/66.12 new)

Sec. 66.12. Negative equity. A credit union nay not nake

a high risk home loan where the loan anpbunt exceeds the

equity of the property securing the | oan.

(205 I LCS 305/66.13 new)

Sec. 66.13. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) If a high risk hone | oan beconmes deli nqguent by nore

than 30 days, the credit union shall send a notice advising

the borrower that he or she may wish to seek consuner credit

counsel i nqg.
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(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY

BE EXPERI ENCI NG FINANCIAL DIFFICULTY. IT MAY BE IN YOUR

BEST INTEREST TO SEEK ~ APPROVED = CONSUMER CREDIT

COUNSELING A LIST OF APPROVED CREDI T COUNSELORS MAY BE

OBTAI NED FROM THE DEPARTMENT OF FI NANCI AL | NSTI TUTI ONS. "

(c) If a credit union or its agent is notified in

witing by an approved consuner credit counselor and the

approved consunmer credit counsel or advises the credit union

or its agent that the borrower is seeking approved consuner

credit counseling, then the credit union and its agent shal

not institute legal action under Part 15 of Article XV of the

Code of Cvil Procedure for 30 days from the date of that

noti ce. Only one such 30-day period of forbearance is

al l owed under this Section per subject | oan.

(d) If, wthin the 30-day peri od pr ovi ded under

subsection (c), the credit union or its agent, the approved

consuner credit counselor, and the borrower agree to a debt

managenent plan, then the credit union and its agent shal

not institute legal action under Part 15 of Article XV of the

Code of Cvil Procedure for so long as the debt managenent

plan is conplied with by the borrower.

(1) The agreed debt nmnagenent plan nust be in

witing and signed by the credit union or its agent, the

approved consunmer credit counselor, and the borrower. A

nodi ficati on of an approved debt managenent plan nay not

be nmade w thout the nutual agreenent of the credit union

or its agent, the approved consuner credit counsel or, and

t he borrower.

(2) Upon witten notice to the credit union or its

agent, the borrower nmay change approved consumer credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt
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managenent plan, then nothing in this Section shall be

construed to inpair the legal right of the credit union or

its agent to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 I LCS 305/66. 14 new)

Sec. 66. 14. Mbrt gage awar eness program

(a) The Mirtgage Awareness Programis a counseling and

educational programthat is provided by the Director.

(b) The core curriculum of the Mrtgage Awareness

Program shal |l i ncl ude:

(1) explanation of the amount fi nanced;

(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the |oan COSt s, i ncl udi ng

broker's fees, finance charges, points, origination fees,

and all other charges and fees;

(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and

| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents:;

(11) explanation of credit options;

(12) explanation of each item that appears on a

good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nmust also conplete a

per sonal i ncone and expense statenent, as well as a bal ance

sheet, on forns provided by the Conmi ssioner.

(d) Prior to signing a certificate of conpl eti on,

counsel ors shall privately discuss wth the attendee that
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attendee's i ncone and expense statenent and bal ance sheet, as

well as the terns of any |l oan the attendee currently has or

may be contenplating and provide a third party reviewto

establish the affordability of the | oan.

(e) Counseling session attendees nust also be given a

brochure that contains infornmation covered by the Mrtgage

Awar eness Program

(f) A credit union, prior to making a high risk hone

loan, shall inform the borrower in witing of the right to

participate in the Mrtgage Awareness Program

(g) A credit union nay not offer less favorable |oan

ternrs to a borrower due to a borrower participating in a

Mbrt gage Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower may waive participation in the program provided

that the wai ver occurs no |l ess than 2 business days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form

approved by the Director.

(205 I LCS 305/ 66. 15 new)

Sec. 66.15. Third party review of high risk hone | oans.

(a) In the case of any high risk hone | oan, the borrower

shal | be afforded the opportunity to seek i ndependent review

of the loan terns in order to deternmine affordability of the

loan when and if the General Assenbly appropri ates adequate

funding to the Depar t ment of Fi nanci al | nstitutions

specifically for this program

(b) The Director shall establish a | oan worksheet and a

systemfor review of loan terns to be perforned by staff of

t he Departnent.

(c) A borrower shall subnit informati on requested on the

wor ksheet, including but not limted to information regarding

the borrower's financial status and budget and the terns of
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t he | oan.

(d) The review of the worksheet shall provide the

borrower, at a mnimum wth a projection of the amunt of

each paynent for the loan, taking into account ball oon

paynents and adjustable interest rates. The review shall al so

informthe borrower of the anmpbunt of nonthly paynent the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of t he borr ower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be submtted to the credit

uni on prior to the closing of the loan, and shall becone a

part of the permanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

honme | oan docunentation, the l|oan does not nmke econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the credit union. This finding

shal | enable the borrower to withdraw fromthe contenpl at ed

loan with no financial penalty.

Section 25. The Residential Mrtgage License Act of 1987
i s anended by changing Section 1-4 and adding Sections 5-2,
5-3, 5-4, 5-5, 5-6, 5-7, 5-8, 5-9, 5-10, 5-11, 5-12, 5-13,
5-14, 5-15, 5-16, 5-17, and 5-18 as foll ows:

(205 ILCS 635/1-4) (fromCh. 17, par. 2321-4)

Sec. 1-4. Definitions.

(a) "Residential real property" or "residential real
estate" shall nean real property located in this State
i nproved by a one-to-four famly dwelling used or occupied,
wholly or partly, as the honme or residence of one or nore
persons and my refer, subject to regulations of t he
Comm ssioner, to wuninproved real property upon which those

ki nds dwellings are to be constructed.


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

- 56- LRB9200795JSdvanD4

(b) "Making a residential nortgage |oan" or "funding a
residential nortgage |loan" shall nean for conpensation or
gain, either directly or indirectly, advancing funds or
making a commtnent to advance funds to a | oan applicant for
a residential nortgage | oan.

(c) "Soliciting, processing, placing, or negotiating a
residential nortgage loan" shall nean for conpensation or
gain, either directly or indirectly, accepting or offering to
accept an application for a residential nortgage | oan,
assisting or offering to assist in the processing of an
application for a residential nortgage | oan on behalf of a
borrower, or negotiating or offering to negotiate the terns
or conditions of a residential nortgage |oan with a | ender on
behalf of a borrower including, but not |limted to, the
subm ssion of credit packages for the approval of |enders,
t he preparation of residential nortgage |oan closing
docunents, including a closing in the nane of a broker.

(d) "Exenpt entity" shall nean the follow ng:

(1) (i) Any banking organization or foreign banking
corporation licensed by the Illinois Conm ssioner of
Banks and Real Estate or the United States Conptroller of
the Currency to transact business in this State; (ii) any
national bank, federally chartered savings and |oan
associ ation, federal savings bank, federal credit union;
(ti1) any pension trust, bank trust, or bank trust
conpany; (iv) any savings and | oan associ ation, savings
bank, or credit union organized under the laws of this or
any other state; (v) any |Illinois Consuner Install nment
Loan Act licensee; (vi) any insurance conpany authorized
to transact business in this State; (vii) any entity
engaged solely in commercial nortgage lending; (viii) any
service corporation of a savings and | oan associ ati on or
savi ngs bank organi zed under the laws of this State or

the service corporation of a federally chartered savings
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and | oan associ ation or savings bank having its principal
pl ace of business in this State, other than a service
corporation |licensed or entitled to reciprocity under the
Real Estate License Act of 2000; or (ix) any first tier
subsidiary of a bank, the charter of which is issued
under t he I11inois Banki ng Act by the Illinois
Comm ssi oner of Banks and Real Estate, or the first tier
subsidiary of a bank chartered by the United States
Comptroller of the Currency and that has its principal
pl ace of business in this State, provided that the first
tier subsidiary is regularly examned by the 1Illinois
Comm ssi oner of Banks and Real Estate or the Conptroller
of the Currency, or a consuner conpliance examnation 1is
regul arly conducted by the Federal Reserve Board.

(2) Any person or entity that either (i) has a
physi cal presence in Illinois or (ii) does not originate
nortgage |loans in the ordinary course of business naking
or acquiring residential nortgage loans with his or her
or its own funds for his or her or its own investnent
wi thout intent to make, acquire, or resell nore than 10
residential nortgage |loans in any one cal endar year.

(3) Any person enployed by a licensee to assist in
the performance of the activities regulated by this Act
who i s conpensated in any manner by only one |icensee.

(4) Any person |licensed pursuant to the Real Estate
Li cense Act of 2000, who engages only in the taking of
applications and credit and appraisal information to
forward to a licensee or an exenpt entity under this Act
and who i s conpensated by either a |licensee or an exenpt
entity under this Act, but is not conpensated by either
the buyer (applicant) or the seller.

(5 Any individual, corporation, partnership, or
ot her entity that originates, services, or Dbrokers

residential nortgage loans, as these activities are
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defined in this Act, and who or which receives no

conpensati on for those activities, subject to the

Commi ssioner's regulations with regard to the nature and

anount of conpensati on.

(6) A person who prepares supporting docunentation

for a residential nortgage |oan application taken by a

licensee and perforns mnisterial functions pursuant to

specific instructions of the |icensee who nei t her
requires nor permts the preparer to exercise his or her

di scretion or judgnment; provided that this activity is

engaged in pursuant to a binding, witten agreenent

between the |icensee and the preparer that:
(A) holds the licensee fully accountable for
the preparer's action; and
(B) otherwise neets the requirenents of this
Section and this Act, does not underm ne t he
purposes of this Act, and is approved by the
Comm ssi oner.

(e) "Licensee" or "residential nortgage |icensee" shal
mean a person, partnership, association, corporation, or any
other entity who or which is licensed pursuant to this Act to
engage in the activities regulated by this Act.

(f) "Mortgage | oan" "residential nortgage |oan" or "hone
nmortgage | oan" shall nmean a loan to or for the benefit of any
natural person made primarily for personal, famly, or
household wuse, primarily secured by either a nortgage on
residential real property or certificates of stock or other
evidence of ownership interests in and proprietary |eases
from corporations, partnerships, or l[imted lTability
conpanies forned for the purpose of cooperative ownership of
residential real property, all located in Illinois.

(g) "Lender" shall nean any person, part ner shi p,
associ ation, corporation, or any other entity who either

| ends or invests noney in residential nortgage | oans.


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

- 59- LRB9200795JSdvanD4

(h) "Utimte equitable ower" shall nean a person who,
directly or indirectly, owns or <controls an ownership
interest in a corporation, foreign cor poration, alien
busi ness organization, trust, or any other form of business
organi zation regardless of whether the person owns or
controls the ownership interest through one or nore persons
or one or nore proxies, powers of attorney, nom nees,
corporations, associations, partnerships, trusts, joint stock
conpani es, or other entities or devices, or any conbination
t her eof .

(1) "Residential nortgage financing transaction" shal
mean the negotiation, acquisition, sale, or arrangenent for
or the offer to negotiate, acquire, sell, or arrange for, a
residential nortgage loan or residential nortgage | oan
conmmi t ment .

(j) "Personal residence address" shall nean a street
address and shall not include a post office box nunber.

(k) "Residential nortgage |loan commtnent” shall nmean a
contract for residential nortgage |oan financing.

(1) "Party to a residenti al nor t gage fi nanci ng
transaction" shall nean a borrower, |ender, or |oan broker in
a residential nortgage financing transaction.

(m "Paynments" shall nean paynent of all or any of the
follow ng: principal, interest and escrow reserves for taxes,
i nsurance and other related reserves, and reinbursenent for
| ender advances.

(n) "Comm ssioner"” shall nean the Conm ssioner of Banks
and Real Estate or a person authorized by the Comm ssioner,
the Ofice of Banks and Real Estate Act, or this Act to act
in the Conm ssioner's stead.

(o) "Loan br okeri ng", "brokering", or "br oker age
service" shall nmean the act of helping to obtain from anot her
entity, for a borrower, a |loan secured by residential real

estate situated in Illinois or assisting a borrower in
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obtaining a | oan secured by residential real estate situated
in Illinois in return for consideration to be paid by either
the borrower or the lender including, but not Ilimted to,
contracting for the delivery of residential nortgage |oans to
a third party lender and soliciting, processing, placing, or
negoti ati ng residential nortgage | oans.

(p) "Loan broker"™ or "broker" shall nmean a person,
partnership, association, corporation, or limted liability
conpany, ot her t han t hose per sons, part ner shi ps,
associ ations, corporations, or |imted liability conpanies
exenpted fromlicensing pursuant to Section 1-4, subsection
(d), of this Act, who perforns the activities described in
subsections (c) and (o) of this Section.

(q) "Servicing" shall nmean the collection or remttance
for or the right or obligation to collect or remt for any
| ender, noteowner, noteholder, or for a Ilicensee's own
account, of paynents, interests, principal, and trust itens
such as hazard insurance and taxes on a residential nortgage
|l oan in accordance with the terns of the residential nortgage
| oan; and includes | oan paynent follow up, delinquency | oan
fol | ow up, |oan analysis and any notifications to the
borrower that are necessary to enable the borrower to keep
the loan current and in good standing.

(r) "Full service office" shall nean office and staff in
I11inois reasonabl y adequat e to handl e efficiently
communi cati ons, questions, and other matters relating to any
application for, or an existing honme nortgage secured by
residential real estate situated in Illinois with respect to
whi ch t he licensee is brokering, funding originating,
purchasi ng, or servicing. The nmanagenent and operation of
each full service office nust include observance of good
busi ness practices such as adequate, organized, and accurate
books and records; anple phone I|ines, hours of business,

staff training and supervision, and provision for a nechani sm
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to resolve consuner inquiries, conplaints, and problens. The
Comm ssi oner shall issue regulations with regard to these
requirenents and shall include an eval uation of conpliance
with this Section in his or her periodic exam nation of each
| i censee.

(s) "Purchasing" shall nmean the purchase of conventi onal
or governnent-insured nortgage |oans secured by residential
real estate situated in Illinois fromeither the |ender or
fromthe secondary market.

(t) "Borrower" shall nean the person or persons who seek
the services of a |oan broker, originator, or |ender.

(u) "Oiginating" shall nmean the issuing of commtnents
for and funding of residential nortgage | oans.

(v) "Loan brokerage agreenent" shall nmean a witten
agreenent in which a broker or |oan broker agrees to do
either of the foll ow ng:

(1) obtain a residential nortgage loan for the

bor r ower or assi st t he borrower in obtaining a

residential nortgage | oan; or

(2) <consider making a residential nortgage loan to

t he borrower.

(w) "Advertisenent" shal | mean t he at t enpt by
publication, dissemnation, or circulation to i nduce,
directly or indirectly, any person to enter into a

residential nortgage |oan agreenent or residential nortgage
| oan brokerage agreenent relative to a nortgage secured by
residential real estate situated in Illinois.

(x) "Residential Mortgage Boar d" shal | mean t he
Residential Mrtgage Board created in Section 1-5 of this
Act .

(y) "CGovernnent-insured nortgage |loan" shall mean any
nortgage | oan made on the security of residential real estate
i nsured by the Departnment of Housing and Urban Devel opnent or

Farmers Hone Loan Admnistration, or guaranteed by the
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Vet erans Adm ni stration.

(z) "Annual audit" shall nmean a certified audit of the
i censee's books and records and systens of internal control
performed by a certified public accountant in accordance with
general ly accept ed accounting principles and generally
accepted auditing standards.

(aa) "Financial institution" shall mean a savings and
| oan association, savings bank, <credit wunion, or a bank
organi zed under the laws of Illinois or a savings and |oan
associ ation, savings bank, credit union or a bank organized
under the laws of the United States and headquartered in
I11inois.

(bb) "Escrow agent" shall nmean a third party, individual
or entity charged with the fiduciary obligation for hol ding
escrow funds on a residential nortgage |oan pending final
payout of those funds in accordance with the terns of the
residential nortgage | oan.

(cc) "Net worth" shall have the nmeani ng ascribed thereto
in Section 3-5 of this Act.

(dd) "Affiliate" shall nean:

(1) any entity that directly controls or IS
controlled by the licensee and any other conpany that is
directly affecting activities regulated by this Act that
is controlled by the conpany that controls the |icensee;

(2) any entity:

(A that IS controll ed, directly or
indirectly, by a trust or otherwse, by or for the
benefit of shar ehol ders who beneficially or
otherwi se control, directly or indirectly, by trust
or otherwise, the |icensee or any conpany that
controls the licensee; or

(B) amjority of the directors or trustees of
whi ch constitute a mgjority of the persons holding

any such office with the |icensee or any conpany
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that controls the |icensee;

(3) any conpany, including a real estate investnent
trust, that is sponsored and advised on a contractual
basis by the licensee or any subsidiary or affiliate of
the |icensee.

The Comm ssioner may define by rule and regulation any
terns used in this Act for the efficient and clear
adm ni stration of this Act.

(ee) "First tier subsidiary" shall be defi ned by
regul ation incorporating the conparable definitions used by
the Ofice of the Conptroller of the Currency and the
Il'linois Comm ssioner of Banks and Real Estate.

(ff) "Goss del i nquency rate” means the quotient
determned by dividing (1) the sum of (i) the nunber of
gover nnent -i nsur ed residential nortgage |oans funded or
purchased by a licensee in the precedi ng cal endar year that
are del i nquent and (i) the nunber of conventional
residential nortgage |oans funded or purchased by t he
licensee in the preceding calendar year that are delinquent
by (2) the sum of (i) the nunber of governnent-insured
residenti al nmortgage |oans funded or purchased by the
licensee in the precedi ng cal endar year and (ii) the nunber
of conventi onal residenti al nortgage |oans funded or
purchased by the licensee in the precedi ng cal endar year.

(gg) "Delinquency rate factor" nmeans the factor set by
rule of the Commssioner that is multiplied by the average
gross delinquency rate of |icensees, determ ned annually for
the imrediately preceding calendar year, for the purpose of
determining which |I|icensees shall be exam ned by t he
Comm ssioner pursuant to subsection (b) of Section 4-8 of
this Act.

(hh) "H gh risk honme | oan" neans a hone equity loan in

(1) at the tine of origination, the APR exceeds by
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nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case

of a junior nortgage, the vyield on U.S. Tr easury

securities having conparable periods of maturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the licensee; or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of

5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price
I ndex.

However, "high risk hone | oan" does not nean a |oan that
is made primarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an

open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

t hat

(ii) "Points and fees" neans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit life,

credit disability, credit unenploynent, or any other life

or health insurance that 1is financed directly or

indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that origi nates a

loan inits own nane in a tabl efunded transacti on

(ij) "Servicer" nmeans any entity subject to this Act

is responsible for the collection or remttance for, or

the right or obligation to collect or remt for, any | ender,

not eowner, noteholder, or for the entity's own account, of
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paynents, interest, principal, and trust itens such as hazard

insurance and taxes on a residential nortgage loan in

accordance with the terns of the residenti al nort gage | oan;

and i ncl udes |l oan paynent followup, delinquency | oan

f ol | ow up, |l oan anal ysi s, and any notifications to the

borrower that are necessary to enable the borrower to Kkeep

the |l oan current and in good standi ng.

(kk) "Total |oan anpunt" nmeans the same as the term used

in Section 226.32 of Title 12 of the Code of Federal

Requl ati ons, and the sane shall be calculated in accordance

with the Federal Reserve Board's Oficial Staff Commentary

t her et 0.

(Source: P.A 90-772, eff. 1-1-99; 91-245, eff. 12-31-99.)

(205 1LCS 635/5-2 new)

Sec. 5-2. Ability to repay. Alicensee may not nake a

high risk hone loan if the |icensee does not believe at the

time the loan is consummated that the borrower or borrowers

will be able to mke the schedul ed paynents to repay the

obligati on based upon a consideration of their current and

expected income, current obligations, enploynent status, and

other financial resources (other than the borrower's equity

in the dwelling that secures repaynent of the loan). A

borrower shall be presuned to be able to repay the loan if,

at the tine the loan is consummated, or at the tine of the

first rate adjustnent in the case of a lower introductory

interest rate, the borrower's schedul ed nonthly paynents on

the | oan (including principal, interest, taxes, i nsur ance,

and assessnents), conbined w th the schedul ed paynents for

all other disclosed debts, do not exceed 50% of t he

borrower's nonthly gross incone.

(205 I LCS 635/5-3 new)

Sec. 5- 3. Verification of ability to pay |oan. The
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li censee shall verify the borrower's ability to repay the

loan in the case of high risk home |oans. The verification

shall require, at a nininum that the |icensee:

(1) prepare a per sonal i ncone and expense

statenent, with infornation provided by the borrower, in

a formprescribed by the Conm ssi oner;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.

(205 | LCS 635/5-4 new)

Sec. 5-4. Fraudul ent or deceptive practices. A |icensee

my not enploy enmploy fraudulent or deceptive acts or

practices in the naking of a high risk hone | oan, including

decepti ve narketing and sales efforts.

(205 |1 LCS 635/5-5 new)

Sec. 5-5. Prepaynent penalties. A licensee nay not nake a

high risk hone loan that calls for a prepaynent penalty (i)

made after the expiration of the 36-nonth period foll ow ng

the date the loan was made or (ii) that is nore than 3% of

the total loan anpunt if the prepaynent is made within the

first 12-nmonth period following the date the loan was nnde,

or nore than 2% of the total | oan anount if the prepaynent is

made within the second 12 nonth period after the date the

| oan was nade, or nore than 1% of the total |l oan anount if

the prepaynent is made wthin the third 12-npnth period

following the date the | oan was nnde.

(205 I LCS 635/ 5-6 new)

Sec. 5-6. Pre-paid i nsurance products and warranties. A

licensee may not nmake a high risk hone | oan that finances a

single premum credit life, credit disability, credit



SOLIMAR DFAULT BILLS NONE


A W N R

© 00 ~N o O

10
11

12
13
14
15
16
17
18
19
20
21
22
23

24
25
26
27

28
29
30

-67- LRB9200795JSdvanD4

unenpl oynent, or any other life or health insurance, directly

or indirectly. | nsurance previously calcul ated and paid on a

nmonthly basis shall not be considered to be financed by the

| i censee.

(205 | LCS 635/5-7 new)

Sec. 5-7. Refinancing prohibited in certain cases. A

licensee may not refinance any high risk hone | oan where the

refinanci ng charges additional points and fees within a 12

nmonth period after the refinanced | oan was ori gi nated, unl ess

the refinancing results in a financial benefit to the

borr ower.

(205 I LCS 635/ 5-8 new)

Sec. 5-8. Ball oon paynents. A licensee nay not make a

hi gh risk hone loan that contains a scheduled final payment

that is nmore than twice as large as the average of earlier

schedul ed nonthly paynents unl ess the ball oon paynent becones

due and payable at least 15 vyears after t he | oan's

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" 1oan connected with the acquisition or

construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 I LCS 635/5-9 new)

Sec. 5-0. Financing of <certain points and fees. A

licensee nay not make a high risk home loan that finances

points and fees in excess of 6% of the total | oan amunt.

(205 1LCS 635/5-10 new)

Sec. 5-10. Paynents to contractors. A licensee nay not

make a paynent to a contractor under a hone inprovenent
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contract other than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escr ow agent in accordance with the terns

established in a witten agreenent signed by t he

borrower, the |licensee, and the contractor before the

date of paynent.

(205 I LCS 635/5-11 new)

Sec. 5-11. Negative anprtization. A licensee nay not nake

a high risk home | oan, other than a | oan secured only by a

reverse nortgage, Wwth terns under which the outstanding

bal ance will increase at any tine over the course of the | oan

because the requl ar periodic paynents do not cover the ful

anount of the interest due, unless the negative anortization

is the consequence of a tenporary forbearance sought by the

borr ower.

(205 |1 LCS 635/5-12 new)

Sec. 5-12. Negative equity. A licensee nay not nmake a

high risk hone | oan where the | oan anbunt exceeds the equity

of the property securing the | oan.

(205 1LCS 635/5-13 new)

Sec. 5-13. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) |If a high risk hone | oan beconmes deli nqguent by nore

than 30 days, the servicer shall send a notice advising the

borrower that he or she nay wish to seek consuner credit

counsel i nqg.

(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY
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BE EXPERI ENCI NG FINANCIAL DI FFICULTY. IT MAY BE IN YOUR

BEST INTEREST TO SEEK ~ APPROVED = CONSUMER CREDIT

COUNSELING A LIST OF APPROVED CREDI T COUNSELORS MAY BE

OBTAINED FROM THE [ILLINOS OFFICE OF BANKS AND REAL

ESTATE. "

(c) If alicensee or its agent is notified in witing by

an approved consuner credit counselor and the approved

consuner credit counsel or advises the licensee or its agent

t hat the borrower is seeking approved consuner credit

counseling, then the licensee and its agent shall not

institute | egal action under Part 15 of Article XV of the

Code of Cuvil Procedure for 30 days fromthe date of that

notice. Only one such 30-day period of forbearance is

al l owed under this Section per subject | oan.

(d) If, within t he 30-day period provided under

subsection (c), the licensee or its agent, the approved

consuner credit counselor, and the borrower agree to a debt

managenent plan, then the |licensee and its agent shall not

institute | egal action under Part 15 of Article XV of the

Code of Cvil Procedure for so long as the debt managenent

plan is conplied with by the borrower.

(1) The agreed debt nmnagenent plan nust be in

witing and signed by the licensee or its agent, the

approved consunmer credit counselor, and the borrower. A

nodi ficati on of an approved debt managenent plan nay not

be nmade w thout the nutual agreement of the |licensee or

its agent, the approved consuner credit counselor, and

t he borrower.

(2) Upon witten notice to the licensee or its

agent, the borrower nay change approved consuner credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt

managenent plan, then nothing in this Section shall be

construed to inmpair the legal right of the licensee or its
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agent to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 I LCS 635/ 5-14 new)

Sec. 5-14. Mort gage awar eness program

(a) The Mrtgage Awareness Programis a counseling and

educati onal component that is provi ded by the Director of

the Department of Financial Institutions.

(b) The core curriculum of the Mrtgage Awareness

Program shal |l i ncl ude:

(1) explanation of the amount fi nanced;

(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the |[|oan cost s, i ncl udi ng

broker's fees, finance charges, points, origination fees,

and all other charqges and fees;

(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and

| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents:;

(11) explanation of credit options;

(12) explanation of each item that appears on a

good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nust also conplete a

per sonal i ncone and expense statenent, as well as a bal ance

sheet, on forns provided by the Conmi ssioner.

(d) Prior to signing a certificate of conpl eti on,

counsel ors shall privately discuss wth the attendee that

attendee's i ncone and expense statenent and bal ance sheet, as
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well as the terns of any |l oan the attendee currently has or

may be contenplating and provide a third party reviewto

establish the affordability of the | oan.

(e) Counseling session attendees nust also be given a

brochure that contains infornmation covered by the Mrtgage

Awar eness Program

(f) A licensee, prior to making a high risk hone |oan,

shal | inform the borrower in witing of the right to

participate in the Mrtgage Awareness Program

(g) A licensee nmy not offer |less favorable |oan terns

to a borrower due to a borrower participating in a Mrtgage

Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower may wai ve participation in the program pr ovi ded

that the wai ver occurs no less than 2 busi ness days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form

approved by the Conmmi ssi oner.

(205 I LCS 635/5-15 new)

Sec. 5-15. Report of default and foreclosure rates on

conventi onal | oans.

(a) On or before August 1 and February 1 of each vyear, a

licensee that is a servicer of Illinois residential nortgage
| oans shal l report to the Commissioner the default and
foreclosure data of conventional loans for the 6-nopnth

peri ods endi ng June 30 and Decenber 31, respectively.

(b) A licensee shall report for each loan in default or

f or ecl osur e:

(1) nane of borrowers

(2) address of the property nortgaged;

(3) census tract of the property nortgaged;

(4) status of the |oan (default or foreclosure);

(5) date the | oan was consunmat ed;
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(6) nane and license nunber of any |icensee under

this Act who originated the | oan;

(7) nane and address of any non-licensed or exenpt

entity that origi nated the | oan.

(205 |1 LCS 635/5-16 new)

Sec. 5-16. Commissioner's authority; unusually hi gh

foreclosure rate on conventional |oans. The Conmi ssioner nay

take any action pernitted under Section 5-17 or any other

Section of this Act whenever the Conmni ssi oner detern nes

that, based upon a licensee's report under Section 5-15, the

licensee's foreclosure rate on conventional nortgage |loans in

a particular area, as deened by the Conmm ssioner on a

case-by-case basis, is higher than a rate deened appropri ate

by the Conmi ssioner in t hat particul ar ar ea. The

Conmi ssi oner shal | deternine the appropriate rate for a

particular area by calculating the average of the default and

foreclosure rates on conventional nortgage loans in the same

area for the sane period of time based on information filed

with the Commi ssioner pursuant to the Act. A licensee's rate

t hat exceeds such average shall be consi dered unusually high

(205 I LCS 635/5-17 new)

Sec. 5-17. Conmi ssi oner's action; unusual | vy hi gh

foreclosure rate on conventi onal | oans.

(a) Wienever a licensee's conventional |oan default and

foreclosure rate for a particular 6-nonth peri od exceeds the

average calculated in Section 5-16, the Conm ssioner shall:

(1) conduct an exam nation of the |licensee;

(2) enter into a supervisory agreement with the

licensee to lower its default and foreclosure rate on

conventi onal | oans based on an analysis of its rate and

the results of the examnation with a tinetable for

achieving results:
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(3) use a variety of renedies in a supervisory

agreenent on a case-by-case basis to effect a | owering of

a default and foreclosure rate on conventi onal | oans,

such as:

(A requiring use of borrower bal ance sheet,

cash flow statenent, and i nconme and expense forms on

future | oans;

(B) providing of a counsel i ng Vi deo to

borrowers of future | oans;

(© nmandating that all prospective borrowers

bring their |loan applications to the Conmn SSioner

for a third party review as described in Section

5-18;

(D) levying fines;

(E) using other requlatory neans up to and

i ncludi ng i ssuance of a cease and desi st order.

(b) Wien the I|oan analysis described in subsection (a)

of Section 5-15 and in Section 5-16 shows that another

licensee under this Act acting as broker or originator is

contributing to the high default and foreclosure rate of the

reporting licensee, that broker or originator shall also be

subj ect to exam nati on and supervisory agreenent as defined

in subsection (a).

(205 |1 LCS 635/5-18 new)

Sec. 5-18. Third party review of high risk hone | oans.

(a) In the case of any high risk hone | oan, the borrower

shal | be afforded the opportunity to seek i ndependent review

of the loan terns in order to determine affordability of the

loan when and if the General Assenbly appropri ates adequate

funding to the O fice of Banks and Real Estate specifically

for this program

(b) The Conmissioner shall establish a |oan worksheet

and a systemfor reviewof loan terns to be perforned by
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staff of the Ofice of Banks and Real Estate.

(c) A borrower shall subnit informati on requested on the

wor ksheet, including but not limted to information regarding

the borrower's financial status and budget and the terns of

(d) The review of the worksheet shall provi de the

borrower, at a mnimum wth a projection of the amunt of

each paynent for the loan, taking into account ball oon

paynents and adjustable interest rates. The review shall al so

informthe borrower of the anmpbunt of nonthly paynent the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of t he borr ower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be submtted to the |licensee

prior to the closing of the |oan, and shall becone a part of

the permanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

honme | oan docunentation, the l|oan does not nmke econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the licensee. This finding

shall enable the borrower to withdraw from the contenpl ated

loan with no financial penalty.

Section 30. The Sal es Fi nance Agency Act is anmended by
changing Section 2 and adding Sections 16.6, 16.7, 16.8,
16.9, 16.10, 16.11, 16.12, 16.13, 16.14, 16.15, 16.16, 16.17,
16. 18, 16.19, and 16.20 as foll ows:

(205 I'LCS 660/2) (from Ch. 17, par. 5202)

Sec. 2. Definitions. In this Act, unless the context
ot herwi se requires:

"Sal es finance agency"” neans a person, irrespective of

his or her state of domcile or place of business, engaged in
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this State, in whole or in part, in the business of
purchasing, or making |oans secured by, retail installnent
contracts, retail charge agreenents or the out st andi ng

bal ances under such contracts or agreenents entered into in

this State.
"Hol der" of a retail installnment contract or a retail
charge agreenent neans the retail seller of the goods or

services under the contract or charge agreenent, or if the
out st andi ng bal ances t her eunder are purchased by or
transferred as security to a sales finance agency or other
assignee, the sales finance agency or other assignee.

"Person"” nmeans an individual, corporation, partnership,
l[imted liability conpany, joint venture, or any other form
of busi ness associ ati on.

"Departnment” means t he Depart ment of Fi nanci al
I nstitutions.

"Director” nmeans the Director of Financial Institutions.

"Motor Vehicle Retail Installnment Sales Act" and "Retai
Install ment Sales Act" refer to the Acts having those titles
enacted by the 75th General Assenbly.

"Retail install nent contract"” and "retail char ge
agreenent” have the neanings ascribed to themin the Mdtor
Vehicle Retail Installnent Sales Act and t he Ret ai
Instal |l mrent Sal es Act.

"Special purpose vehicle" neans an entity that, in
connection wth a securitization, private placenent, or
simlar type of investnent transaction, is admnistered by a
State or national bank under a managenent agreenent for the
pur pose of purchasing, neking | oans against, or in pools of,
recei vabl es, general intangibles, and other financial assets
i ncl udi ng retail install ment contracts, retail charge
agreenents, or the outstanding bal ances or any portion of the
out st andi ng bal ances under those contracts or agreenents.

"Net Worth" nmeans total assets mnus total liabilities.
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"Good faith" means honesty in fact in the conduct of a

transacti on.

"H gh risk home | oan" neans a home equity | oan in which:

(1) at the tine of origination, the APR exceeds by

nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case

of a junior nortgage, the vyield on U.S. Tr easury

securities having conparable periods of maturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the |l ender; or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of

5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price

However, "high risk hone | oan" does not nean a | oan that

is made primarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an

open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

"Points and fees" neans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit life,

credit disability, credit unenploynent, or any other life

or health insurance that 1is financed directly or

indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that origi nates a

loan in its own nane in a tabl efunded transacti on
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"Total | oan anmount"” neans the sane as the term wused in

Secti on 226. 32 of Title 12 of the Code of Federal

Requl ati ons, and the sane shall be calculated in accordance

with the Federal Reserve Board's Oficial Staff Commentary

t her et 0.

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

(205 I LCS 660/ 16.6 new)

Sec. 16.6. Good faith requirenments.

(a) Any disclosure or action required in connection with

a high risk home | oan nust be made in good faith

(b) A lender nmay not accept a fee or charge for a high

risk hone |loan application unless the lender is able to

denpnstrate to the Director that, if its high risk hone |oan

requirenents are nmet, there is a reasonable likelihood that a

loan commitment wll be issued for the |oan for the anpunt,

term rate, charges, and other conditions set forth n the

| oan application and the applicable disclosures and docunents

required and that the |oan has a reasonable |ikelihood of

bei ng repaid by the applicant.

(c) A lender that has accepted an application for a high

ri sk hone | oan nust nake a good faith effort to process the

application within t he time specified in the | oan

application.

(205 I LCS 660/ 16.7 new)

Sec. 16.7. Ability to repay. Alender may not nake a

high risk hone loan if the |ender does not believe at the

time the loan is consummated that the borrower or borrowers

will be able to mke the schedul ed paynents to repay the

obligati on based upon a consideration of their current and

expected income, current obligations, enploynent status, and

other financial resources (other than the borrower's equity

in the dwelling that secures repaynent of the loan). A
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borrower shall be presuned to be able to repay the loan if,

at the tine the loan is consummated, or at the tine of the

first rate adjustnent in the case of a lower introductory

interest rate, the borrower's schedul ed nonthly paynents on

the | oan (including principal, interest, taxes, i nsur ance,

and assessnents), conbined w th the schedul ed paynents for

all other disclosed debts, do not exceed 50% of t he

borrower's nonthly gross incone.

(205 I LCS 660/ 16.8 new)

Sec. 16. 8. Verification of ability to pay |oan. The

| ender shall verify the borrower's ability to repay the |oan

in the case of high risk hone loans. The verification shal

require, at a mnimum that the | ender:

(1) prepare a per sonal i ncone and expense

statenent, with infornation provided by the borrower, in

a formprescribed by the Director;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.

(205 I LCS 660/ 16.9 new)

Sec. 16.9. Fraudul ent or deceptive practices. A |ender

my not enploy enmploy fraudulent or deceptive acts or

practices in the naking of a high risk hone | oan, including

decepti ve narketing and sales efforts.

(205 I LCS 660/ 16.10 new)

Sec. 16.10. Prepaynent penalties. A lender may not nake

a high risk home loan that calls for a prepaynment penalty (i)

made after the expiration of the 36-nonth period foll ow ng

the date the loan was made or (ii) that is nore than 3% of

the total loan anpunt if the prepaynent is made within the
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first 12-nmonth period following the date the loan was nnde,

or nore than 2% of the total | oan anount if the prepaynent is

made within the second 12 nonth period after the date the

| oan was nade, or nore than 1% of the total |l oan anopunt if

the prepaynent is nmade wthin the third 12-npnth period

following the date the | oan was nnde.

(205 I LCS 660/16.11 new)

Sec. 16.11. Pre-paid i nsurance products and warranti es.

A lender nmay not nake a high risk hone | oan that finances a

single premum credit life, credit disability, credit

unenpl oynent, or any other life or health insurance, directly

or indirectly. | nsurance previously calcul ated and paid on a

nmonthly basis shall not be considered to be financed by the

| ender.

(205 I LCS 660/ 16.12 new)

Sec. 16.12. Refinancing prohibited in certain cases. A

lender nmay not refinance any high risk hone | oan where the

refinancing charges additional points and fees within a 12

nmonth period after the refinanced | oan was ori gi nated, unl ess

the refinancing results in a financial benefit to the

(205 I LCS 660/ 16. 13 new)

Sec. 16. 13. Ball oon paynents. A lender nay not nmake a

high risk home |oan that contains a scheduled final paynent

that is nmore than twice as large as the average of earlier

schedul ed nonthly paynents unl ess the ball oon paynent becones

due and payable at least 15 vyears after t he | oan's

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" 1oan connected with the acquisition or
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construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 I LCS 660/ 16. 14 new)

Sec. 16. 14. Financing of <certain points and fees. A

| ender nay not nake a high risk honme loan that finances

points and fees in excess of 6% of the total | oan amount.

(205 I LCS 660/ 16. 15 new)

Sec. 16. 15. Paynents to contractors. A |ender nay not

make a paynent to a contractor under a hone inprovenent

contract other than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escr ow agent in accordance with the terns

established in a witten agreenent signed by t he

borrower, the lender, and the contractor before the date

of paynent.

(205 I LCS 660/ 16.16 new)

Sec. 16.16. Negative anprtization. A lender nay not nake

a high risk home | oan, other than a | oan secured only by a

reverse nortgage, Wwth terns under which the outstanding

bal ance will increase at any tine over the course of the | oan

because the requl ar periodic paynents do not cover the ful

anount of the interest due, unless the negative anortization

is the consequence of a tenporary forbearance sought by the

(205 I LCS 660/ 16.17 new)

Sec. 16. 17. Negative equity. A | ender may not neke a

high risk hone | oan where the | oan anbunt exceeds the equity

of the property securing the | oan.



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

- 81- LRB9200795JSdvanD4

(205 I LCS 660/ 16. 18 new)

Sec. 16. 18. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) If a high risk hone | oan beconmes deli nguent by nore

than 30 days, the |ender shall send a notice advising the

borrower that he or she nay wish to seek consuner credit

counsel i nqg.

(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY

BE EXPERI ENCI NG FINANCIAL DI FFICULTY. IT MAY BE IN YOUR

BEST INTEREST TO SEEK ~ APPROVED = CONSUMER CREDIT

COUNSELING A LIST OF APPROVED CREDI T COUNSELORS MAY BE

OBTAI NED FROM THE DEPARTMENT OF FI NANCI AL | NSTI TUTI ONS. "

(c) If a lender or its agent is notified in witing by

an approved consuner credit counselor and the approved

consuner credit counsel or advises the lender or its agent

t hat the borrower is seeking approved consuner credit

counseling, then the lender and its agent shall not institute

| egal action under Part 15 of Article XV of the Code of Cvil

Procedure for 30 days fromthe date of that notice. Only one

such 30-day period of forbearance is allowed under this

Secti on per subject | oan.

(d) If, within t he 30-day period provided under

subsection (c), the lender or its agent, the approved

consuner credit counselor, and the borrower agree to a debt

managenent plan, then the Ilender and its agent shall not

institute | egal action under Part 15 of Article XV of the

Code of Cvil Procedure for so long as the debt nmanagement

plan is conplied with by the borrower.

(1) The agreed debt nmanagenent plan nust be in

witing and signed by the lender or its agent, the

approved consunmer credit counselor, and the borrower. A

nodi fication of an approved debt managenent plan nay not
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be made wi thout the nutual agreenent of the |lender or its

agent, the approved consuner credit counselor, and the

borr ower.

(2) Upon witten notice to the |lender or its agent,

t he borr ower may change approved consuner credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt

managenent plan, then nothing in this Section shall be

construed to inpair the |eqal right of the lender or its

agent to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 I LCS 660/ 16.19 new)

Sec. 16. 19. Mbrt gage awar eness program

(a) The Mirtgage Awareness Programis a counseling and

educational programthat is provided by the Director.

(b) The core curriculum of the Mrtgage Awareness

Program shal |l i ncl ude:

(1) explanation of the amount financed;

(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the |[|oan cost s, i ncl udi ng

broker's fees, finance charges, points, origination fees,

and all other charges and fees;

(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and

| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents:;

(11) explanation of credit options;

(12) explanation of each item that appears on a
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good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nust also conplete a

per sonal i ncone  and expense statenent, as well as a bal ance

sheet, on forns provided by the Conm ssioner.

(d) Prior to signing a certificate of conpl eti on,

counsel ors shall privately discuss wth the attendee that

attendee's i ncone and expense statenent and bal ance sheet, as

well as the terns of any |l oan the attendee currently has or

may be contenplating and provide a third party reviewto

establish the affordability of the | oan.

(e) Counseling session attendees nust also be given a

brochure that contains infornmation covered by the Mrtqgage

Awar eness Program

(f) A lender, prior to making a high risk hone |oan,

shal | inform the borrower in witing of the right to

participate in the Mrtgage Awareness Program

(g) A lender may not offer |less favorable |loan terns to

a borrower due to a borrower participating in a WMortgage

Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower nmay wai ve participation in the program pr ovi ded

that the wai ver occurs no |l ess than 2 busi ness days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form

approved by the Director.

(205 I LCS 660/ 16. 20 new)

Sec. 16.20. Third party review of high risk hone | oans.

(a) In the case of any high risk hone | oan, the borrower

shall be afforded the opportunity to seek i ndependent review

of the loan terns in order to deternine affordability of the

| oan when and if the General Assenbly appropriates adequate

f undi ng to t he Depar t ment of Financi al | nstitutions
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specifically for this program

(b) The Director shall establish a | oan worksheet and a

system for reviewof |loan terns to be performed by staff of

t he Departnent.

(c) A borrower shall subnit informati on requested on the

wor ksheet, including but not limted to information regarding

the borrower's financial status and budget and the terns of

(d) The review of the worksheet shall provi de the

borr ower, at a nmninum with a projection of the anpunt of

each paynent for the loan, taking into account balloon

paynents and adjustable interest rates. The review shall al so

inform the borrower of the anount of nonthly paynment the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of the borrower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be submtted to the |ender

prior to the closing of the |oan, and shall becone a part of

the permanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

home | oan docunentation, the |oan does not nake econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the lender. This finding shal

enable the borrower to withdraw from the contenplated | oan

with no financial penalty.

Section 35. The Consuner Installnment Loan Act is anmended
by adding Sections 17.1, 17.2, 17.3, 17.4, 17.5, 17.6, 17.7,
17.8, 17.9, 17.10, 17.11, 17.12, 17.13, 17.14, 17.15, 17.16,
17.17, 17.18, and 17.19 as foll ows;

(205 I'LCS 670/ 17.1 new)

Sec. 17. 1. Good faith. "Good faith" means honesty in
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fact in the conduct of a transaction.

(205 | LCS 670/ 17.2 new)

Sec. 17. 2. Hi gh ri sk hone | oan. "Hgh risk honme |oan"

means a hone equity loan in which:

(1) at the tine of origination, the APR exceeds by

nore than 6 percentage points in the case of a first lien

nortgage, or by nore than 8 percentage points in the case

of a junior nortgage, the vyield on U.S. Tr easury

securities having conparable periods of maturity to the

loan maturity as of the 15th day of the nonth i medi ately

preceding the nonth in which the application for the | oan

is received by the |l ender; or

(2) the total points and fees payable by the

consuner at or before closing will exceed the greater of

5% of the total | oan anpbunt or $800.

The $800 |limtation shall be adjusted annually on January

1 by the annual percentage change in the Consuner Price

However, "high risk hone | oan" does not nean a | oan that

is made primarily for a business purpose unrelated to the

resi denti al r eal property securing the loan and to an

open-end credit plan subject to subchapter B or Section

226.32 of 12 CFR 226 (2000), no subsequent dates or editions

are incl uded.

(205 1LCS 670/ 17.3 new)

Sec. 17.3. Points and fees. "Points and fees" neans:

(1) all itens required to be disclosed under 12 CFR

226.5 (2000), no subsequent dates or editions are

(2) the premumof any single premumcredit life,

credit disability, credit unenploynent, or any other life

or health insurance that 1is financed directly or
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indirectly into the | oan; and

(3) all conpensation paid directly or indirectly to

a nortgage broker, including a broker that origi nates a

loan in its own nane in a tabl efunded transacti on

(205 ILCS 670/ 17.4 new)

Sec. 17.4. Total |oan amount. "Total | oan anbunt" neans

the sane as the termused in Section 226.32 of Title 12 of

the Code of Federal Reqgul ations, and the sane shall be

cal culated in accordance with the Federal Reserve Board's

Oficial Staff Commentary thereto.

(205 1LCS 670/ 17.5 new)

Sec. 17.5. Good faith requirenments.

(a) Any disclosure or action required in connection with

a high risk home | oan nust be made in good faith

(b) A lender may not accept a fee or charge for a high

ri sk hone |l oan application unless the lender is able to

denpnstrate to the Director that, if its high risk hone | oan

requirenents are nmet, there is a reasonable likelihood that a

|l oan commitment will be issued for the loan for the anpunt,

term rate, char ges, and other conditions set forth n the

| oan application and the applicable disclosures and docunents

required and that the loan has a reasonable [|ikelihood of

bei ng repaid by the applicant.

(c) A lender that has accepted an application for a high

risk hone |oan nust nake a good faith effort to process the

application within the time specified in t he | oan

application.

(205 1LCS 670/ 17.6 new)

Sec. 17. 6. Ability to repay. A lender nay not nmake a

high risk hone loan if the | ender does not believe at the

time the loan is consunmated that the borrower or borrowers



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

[ S T
w N - O

14
15
16
17
18
19
20
21
22
23
24
25

26
27
28
29
30

31

- 87- LRB9200795JSdvanD4

will be able to make the scheduled paynents to repay the

obligation based upon a consideration of their current and

expected inconme, current obligations, enploynent status, and

other financial resources (other than the borrower's equity

in the dwelling that secures repaynent of the |oan). A

borrower shall be presuned to be able to repay the loan if,

at the tine the loan is consummated, or at the tine of the

first rate adjustnent in the case of a |lower introductory

interest rate, the borrower's schedul ed nonthly paynents on

the loan (including principal, interest, taxes, insurance,

and assessnents), conbined with the scheduled paynents for

al other disclosed debts, do not exceed 50% of the

borrower's nonthly gross incone.

(205 ILCS 670/ 17.7 new)

Sec. 17.7. Verification of ability to pay loan. The

|l ender shall verify the borrower's ability to repay the | oan

in the case of high risk hone loans. The verification shal

require, at a mninmum that the | ender:

(1) prepare a per sonal i ncone and expense

statenent, wth infornmation provided by the borrower, in

a formprescribed by the Director;

(2) wverify the borrower's incone by neans of tax

returns, pay stubs, accounting statenents, or other

prudent neans; and

(3) obtain a credit report regardi ng the borrower.

(205 1LCS 670/ 17.8 new)

Sec. 17. 8. Fraudul ent or deceptive practices. A |l ender

my not enploy enmploy fraudulent or deceptive acts or

practices in the nmaking of a high risk hone |loan, including

decepti ve narketing and sales efforts.

(205 1LCS 670/ 17.9 new)
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Sec. 17.9. Prepaynent penalties. A lender nay not nake a

high risk hone loan that calls for a prepaynent penalty (i)

made after the expiration of the 36-nmonth period follow ng

the date the |loan was nmade or (ii) that is nore than 3% of

the total |l oan anpbunt if the prepaynent is made wthin the

first 12-nmonth period following the date the | oan was nnde,

or nore than 2% of the total | oan anount if the prepaynent is

made within the second 12 nonth period after the date the

loan was nmade, or nore than 1% of the total |oan amount if

t he prepaynent is mde wthin the third 12-nonth period

following the date the | oan was nnde.

(205 | LCS 670/ 17.10 new)

Sec. 17. 10. Pre-pai d i nsurance products and warranti es.

A lender may not nake a high risk hone loan that finances a

si ngl e prem um credit life, credit disability, credit

unenpl oynent, or any other life or health insurance, directly

or indirectly. | nsurance previously calcul ated and paid on a

nmont hly basis shall not be considered to be financed by the

(205 |LCS 670/ 17.11 new)

Sec. 17. 11. Refinancing prohibited in certain cases. A

| ender nay not refinance any high risk hone |oan where the

refinancing charges additional points and fees within a 12

nmonth period after the refinanced | oan was ori gi nated, unl ess

the refinancing results in a financial benefit to the

borr ower.

(205 | LCS 670/ 17. 12 new)

Sec. 17.12. Balloon paynents. A lender may not nake a

high risk hone |oan that contains a schedul ed final paynent

that is nore than twice as large as the average of earlier

schedul ed nonthly paynents unl ess the ball oon paynent becones
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due and payable at |least 15 vyears after the loan's

ori gi nati on. This prohibition does not apply when the

paynent schedule is adjusted to account for the seasonal or

irreqular incone of the borrower or if the purpose of the

loan is a "bridge" | oan connected with the acquisition or

construction of a dwelling intended to becone the borrower's

principal dwelling.

(205 | LCS 670/ 17. 13 new)

Sec. 17.13. Fi nancing of <certain points and fees. A

lender nay not make a high risk hone |oan that finances

points and fees in excess of 6% of the total | oan amount.

(205 I LCS 670/ 17. 14 new)

Sec. 17.14. Paynments to contractors. A lender nay not

make a paynent to a contractor under a hone inprovenent

contract other than:

(1) by instrunent payable to the borrower or

jointly to the borrower and the contractor; or

(2) at the election of the borrower, by a third

party escrow agent in accordance with t he terns

est abl i shed in a witten agreenent signed by the

borrower, the |l ender, and the contractor before the date

of paynent.

(205 | LCS 670/ 17.15 new)

Sec. 17.15. Negative anprtization. A lender nay not nake

a high risk hone |loan, other than a | oan secured only by a

reverse nortgage, wth terns under which the outstanding

bal ance will increase at any tine over the course of the | oan

because the reqular periodic paynents do not cover the ful

anmount of the interest due, unless the negative anortization

is the consequence of a tenporary forbearance sought by the

borr ower.
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(205 | LCS 670/ 17. 16 new)

Sec. 17.16. Negative equity. A lender may not nake a

high risk hone | oan where the | oan anbunt exceeds the equity

of the property securing the | oan.

(205 | LCS 670/ 17.17 new)

Sec. 17.17. Counseling prior to perfecting foreclosure

pr oceedi ngs.

(a) If a high risk hone | oan becones deli nquent by nore

than 30 days, the |l ender shall send a notice advising the

borrower that he or she my wish to seek consumer credit

counsel i nqg.

(b) The notice required in subsection (a) shall, at a

m ni num include the foll owi ng | anguage:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU NAY

BE EXPERI ENCI NG FINANCI AL DI FFI CULTY. | T MAY BE I N YOUR

BEST INTEREST TO SEEK APPROVED CONSUMER CREDIT

COUNSEL | NG A LI ST OF APPROVED CREDI T COUNSELORS NAY BE

OBTAI NED FROM THE DEPARTMENT OF FI NANCI AL | NSTI TUTI ONS. "

(c) If alender or its agent is notified in witing by

an approved consuner credit counselor and the approved

consuner credit counselor advises the lender or its agent

that the borrower is seeking approved consuner credit

counseling, then the lender and its agent shall not institute

| egal action under Part 15 of Article XV of the Code of Cvil

Procedure for 30 days fromthe date of that notice. Only one

such 30-day period of forbearance is allowed under this

Secti on per subject | oan.

(d) 1If, wthin the 30-day peri od pr ovi ded under

subsection (c), the lender or its agent, the approved

consuner credit counselor, and the borrower agree to a debt

managenent plan, then the lender and its agent shall not

institute | egal action under Part 15 of Article XV of the

Code of Cvil Procedure for so long as the debt managenent
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plan is conplied with by the borrower.

(1) The agreed debt nmnagenent plan nust be in

witing and signed by the lender or its agent, the

approved consunmer credit counselor, and the borrower. A

nodi ficati on of an approved debt managenent plan nay not

be made wi thout the nutual agreenent of the |lender or its

agent, the approved consuner credit counselor, and the

(2) Upon witten notice to the |lender or its agent,

the borrower nmy change approved consuner credit

counsel ors.

(e) If the borrower fails to conply with the agreed debt

managenent plan, then nothing in this Section shall be

construed to inmpair the legal right of the Ilender or its

agent to enforce contracts or nortgage agreenents.

(f) This Section applies only to high risk hone | oans.

(205 | LCS 670/ 17. 18 new)

Sec. 17.18. Mort gage awar eness program

(a) The Mrtgage Awareness Programis a counseling and

educational programthat is provided by the Director.

(b) The <core «curriculum of the Mortgage Awar eness

Program shal |l i ncl ude:

(1) explanation of the amount financed;

(2) explanation of the finance charge;

(3) explanation of the annual percentage rate;

(4) explanation of the total payments;

(5) explanation of the loan costs, including

broker's fees, finance charges, points, origination fees,

and all other charges and fees;

(6) explanation of the right of rescission;

(7) explanation of forecl osure procedures;

(8) explanation of the significant debt ratios,

including total debt to incone, |oan debt to incone, and
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| oan debt to value of residence;

(9) explanation of adjustable rate nortgage;

(10) explanation of ball oon paynents;

(11) explanation of credit options;

(12) explanation of each item that appears on a

good faith estimate; and

(13) explanation of pre-paynent penalties.

(c) Counseling session attendees nust al so conplete a

personal incone and expense statenent, as well as a bal ance

sheet, on forns provided by the Conmi ssioner.

(d) Prior to signing a certificate of conpletion,

counsel ors shall privately discuss wth the attendee that

attendee's i ncone and expense statenent and bal ance sheet, as

well as the terns of any |oan the attendee currently has or

may be contenplating and provide a third party review to

establish the affordability of the | oan.

(e) Counseling session attendees nust al so be given a

brochure that contains infornmation covered by the NMbrtgage

Awar eness Program

(f) A lender, prior to nmeking a high risk hone | oan,

shal | inform the borrower in witing of the right to

participate in the Mrtgage Awareness Program

(g) A lender may not offer less favorable |oan terns to

a borrower due to a borrower participating in a Mrtgage

Awar eness Program

(h) Except as prohibited elsewhere in this Act, the

borrower may waive participation in the program provided

that the wai ver occurs no |l ess than 2 business days after the

day that the borrower receives the witten notice required by

subsection (f) and that the waiver is in witing in a form

approved by the Director.

(205 | LCS 670/ 17.19 new)

Sec. 17.19. Third party review of high risk hone | oans.
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(a) In the case of any high risk hone | oan, the borrower

shal | be afforded the opportunity to seek i ndependent review

of the loan terns in order to determine affordability of the

loan when and if the General Assenbly appropri ates adequate

funding to the Depar t ment of Fi nanci al | nstitutions

specifically for this program

(b) The Director shall establish a | oan worksheet and a

systemfor review of loan terns to be perforned by staff of

t he Departnent.

(c) A borrower shall subnit informati on requested on the

wor ksheet, including but not limted to information regarding

the borrower's financial status and budget and the terns of

t he | oan.

(d) The review of the worksheet shall provi de the

borrower, at a mnimnum wth a projection of the amunt of

each paynent for the loan, taking into account ball oon

paynents and adjustable interest rates. The review shall al so

informthe borrower of the anmpbunt of nonthly paynent the

borrower can afford within the borrower's budget.

(e) The results of the review shall be in the formof a

witten report, with a si gnature of t he borr ower

acknow edgi ng recei pt of a copy of the report. A copy of the

witten and signed report shall be subnmitted to the | ender

prior to the closing of the |oan, and shall becone a part of

the permanent file for the | oan.

(f) If, in the opinion of the reviewer of the high risk

honme | oan docunentation, the l|oan does not nmke econonic

sense to the borrower, the reviewer shall so note this in the

results of the review sent to the lender. This finding shal

enable the borrower to withdraw fromthe contenpl ated | oan

with no financial penalty.

Section 99. Effective date. This Act takes effect wupon

becom ng | aw. ".
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