


What are Payday Loans? 
Also called “cash advances,” “deferred deposits,” 
“check loans,” “direct deposit advance,” or “deferred 
presentment.”  This loan is given in cash when you 
give the lender a post dated check or an agreement for 
an electronic withdrawal from your bank account. The 
check or agreement is held until your next paycheck or 
government check is to be received at which time the 
check is deposited or the money transferred directly 
from your bank account.   
 
What does the Law Require? 
California regulates the business of Payday Lenders 
under the California Deferred Deposit Transaction 
Law which you can find in the California Financial 
Code Sections 23000 to 23106. 
 
Lender Licensing 
The law requires that the lender be licensed in order to 
operate in California. This requires among other 
things, inspections by the department at least every 
two years and being bonded. 
 
Limitations on Loans 
Under California Law a lender: 

1. Can defer the deposit of your check no more 
than 31 days. 

2. Your check can’t be more than $300. 
3. Can’t charge a fee for the loan of more than 

15% of the value of the check. 
4. Can’t charge a fee of more than $15 if your 

check is bad. 
5. Can’t charge you a late fee if you don’t have 

the money. 
6. Can’t charge additional fees for an extension 

or payment plan on your loan. 
7. Can’t roll the loan over into another loan. 
8. Can’t file criminal charges against you if 

your check bounces. 
9. The Loan Agreement must be in writing with 

all the required Truth in Lending Notices 
included. 

10. The Agreement must also include notices 
required under California law.  

Truth in Lending Act (TILA) Notices 
Payday Lenders in California are also governed by 
the federal Truth in Lending Act which is a law that 
requires the reporting of all finance charges and the 
expression of all charges as an Annual Percentage 
Rate or APR on the loan. Specifically, payday lend-
ers must give you: 

1. A full disclosure of the total amount of any 
fees charged for the deferred deposit transac-
tion, expressed both in United States currency 
and as an APR as required under the Federal 
Truth In Lending Act and its regulations.  

2. A clear description of the customer's payment 
obligations as required under the Federal 
Truth In Lending Act and its regulations. 
While the state law requires an APR calcula-
tion only as an example, TILA requires that 
you be given a specific and accurate calcula-
tion of the APR of the loan based on all fi-
nance charges. TILA notice requirements are 
extremely important, because they give you 
the right to rescind the contract. Normally you 
have three days to rescind the loan agreement 
if you received the TILA notices at the time 
you signed. HOWEVER, if you didn’t receive 
the TILA notices you may be able to rescind 
for up to three (3) years and get your finance 
charges returned. 

 
How Do Some Lenders Violate the 
Law? 
Examples of violations include:  
1. Not giving you all the notices required under 

the law and not giving you a written agreement 
that includes all of the notices as well as all of 
your rights and an accurate calculation of your 
finance charges and the TILA APR calculation.   

2. Charging late fees or bounced check fees in 
excess of $15.00.   

3. Getting the customer to agree to roll over the 
loan into another loan when you can’t pay the 
check. 

4. Suing the customers for treble damages when 
their checks bounce. 

5. Threatening criminal prosecution for passing 
bad checks, and/or actually filing criminal 
charges. 

Notice Requirements  
The California law governing payday loans requires that 
lenders give you both state law notices and federal Truth in 
Lending notices. 
 
CALIFORNIA NOTICES 
The state law requires the lender to give you the following 
written notices:   

1. Information about charges for payday loans. 
2. You may be charged a fee of up to fifteen dollars 

($15) if your check bounces. 
3. You can’t be prosecuted criminally or threatened 

with prosecution for bouncing a check for a pay-
day loan. 

4. The California Corporation Department's toll-free 
telephone number for customer complaints and 
concerns. 

5. The lender can’t accept any property from you for 
the loan. 

6. That the check is for a payday loan pursuant to 
Section 23035 of the Financial Code and is not 
subject to criminal penalties of Section 1719 of 
the Civil Code. 
Also, the lender 
can’t get treble 
damages if your 
check bounces. 

7. The schedule of 
all charges and 
fees with exam-
ples of what 
would be charged 
on at least a one-
hundred-dollar 
($100) and a two-
hundred-dollar 
($200) loan, pay-
able in 14 days 
and 30 days, re-
spectively, giving 
the corresponding annual percentage rate.  The 
information may be provided in a chart as fol-
lows: 

   Amount  Fee  Amount    14-day    30-day  
   Provided    of Check    APR    APR  
     $100              XX   XXX           XXX       XXX  
    $200              XX          XXX           XXX        XXX 

APRs on Payday Loans 
If you give the lender a 
check for $300 to hold 
for 30 days, then the fee 
of 15% is $45.  So you 
will get $255 cash, and 
the lender keeps a $45 
fee. The APR for this 
loan is 183% 
If you do the same thing 
for only 14 days, then the 
APR for the loan is 
390%. Lenders must dis-
close this in the agree-
ment. 
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