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Industry overview: 
 
Rent-to-own transactions allow customers to purchase household goods, such as furniture, electronics or 
other items, by making a low down payment and signing a contract agreeing to make periodic payments 
for one to two years. If they make all of those payments, the customer keeps the product.  If the customer 
misses payments, the item is reclaimed by the store, which keeps payments made prior to the return.  
 
Woodstock Institute concerns: 
 
The cash price of both new and used goods available in rent-to-own stores is drastically inflated and the 
cost purchasing the item through a rental-purchase contract is higher still.  We believe that customers 
who enter into rental-purchase agreements do so to purchase the item, rather than rent the item short-
term, and that the regulation of this industry in Illinois fails to protect customers from practices that make 
the purchase process extremely expensive.   
 
We believe that the proposed cap on rental purchase prices of 250 percent of cash value is far too high 
and that, to best address the high cost of the rent-to-own transaction, it is necessary to require a cash 
price that better reflects the true cost of the item. 
 
Actual example of a rental-purchase transaction: 
 
In July 2010 a customer entered into a rental-purchase agreement for a used television with an average 

new sale price of $1019.
1
  The rent-to-own company established the cash value for this item at $1,760, a 

considerable markup.  The customer agreed to make payments for 89 weeks totaling $3,801.  The 
customer defaulted on the contract after three weeks and the company is claiming compensation for the 
value of the item at $890.  The rent-to-own store’s cash price was 73 percent higher than the average 
available price for item, and the rental purchase price was 116 percent higher than the cash price.  
Likewise, the rental-purchase price was 273 percent higher than the average available price for this item. 
 
Existing regulation and recommended changes: 
 
The rent-to-own industry is regulated in Illinois by the Rental-Purchase Agreement Act.   
 

1. Disclosure:  Rent-to-own companies currently disclose two prices: the cash price, or the price 
necessary to buy the product outright without making payments, and the rental-purchase price, or 

the total of payments necessary to purchase the product over time.
2
  While no data have been 

collected in Illinois, an Ohio survey of rent-to-own stores found that the cash prices at rent-to-own 

stores were between 1.5 and 2.5 times as high as comparable products at a retail store.
3
  The 

same survey of rent-to-own stores in Ohio found that the rental-purchase price was up to 4.5 

times as high as prices charged by other retail stores. 
4
 

 

                                                 
1
 Average sale price of a new Mitsubishi WD-60C9 available at http://www.google.com/products  as of September 

29, 2010. 
2 815 ILCS 655/2(g)(7) 
3 Rothstein, David, and Mike Stanek. Paying More, Renting Debt: Why Rent-To-Own is a Bad Deal for Ohio Consumers. 

Cleveland, Ohio: Policy Matters Ohio, 2009. Web. 28 Sep 2010. 
4 ibid. 
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Recommended Change:  (a) disclose the manufacturer’s recommended price or 
wholesale price to prevent inflating cash price to shroud the difference between the cash 
price and total of payments, (b) require that the cash price reflect the true value of the item, 
particularly for used items, (c) ensure that any cap on the cost of rental-purchase agreements 
is not higher than existing market costs.  

 
2. Reinstatement:  The Illinois Rental-Purchase Agreement Act requires a right to reinstate the 

rental-purchase contract if the customer is in default for not less than a week or up to half the 
days of a payment period and has made payments totaling less than 60 percent of the total of 
payments.  If the customer has made payments totaling at least 60 percent of the total of 

payments, the customer may reinstate the contract up to 30 days after default.
5
  

 
No recommended changes 

 
3. Insurance:  The Illinois Rental-Purchase Agreement Act permits optional insurance for products 

bought under a rental-purchase agreement.
6
   

 
Recommended change:  prohibit insurance or other ancillary products to be sold in 
conjunction with a rental-purchase agreement, or require that the insurance for used items be 
considerably less than the insurance for new items.  Post-purchase warranties should be sold 
only after the customer has met the terms of the rental-purchase agreement. 
 

4. Contracts for Used Items:  The Illinois Rental-Purchase Agreement Act requires that used items 

be clearly labeled as such.
7
   

 
Recommended changes:  (a) The periodic payment for used items should be less than the 
periodic payment for new items –customers who do not make all the payments and return the 
item should pay less for used items, rather than be required to make fewer payments.  If a 
customer is required to make 24 payments for a new item or 20 payments for a used item but 
returns the item after only six payments, the customer would effectively pay the same amount 
regardless of whether the item is new or used. (b) Furniture, electronics and other household 
items depreciate quickly and the rent-to-own cash price should be significantly less than the 
price for new items. 
 

Industry representation 
 
The rent-to-own industry in Illinois is represented by the Illinois Rental/Purchase Dealers Association.  
The IRPDA lobbyist is Herman Bodewes of Griffin, Winning, Cohen & Bodewes.  His contact information 
is (217) 525-1571 or hbodewes@gifwinlaw.com. 
 
Other consumer groups working on rent-to-own issues 
 
David Rothstein 
Policy Matters Ohio 
(216) 361-9801 
drothstein@policymattersohio.org 
 
Margot Saunders 
National Consumer Law Center 
(202) 452-6252 x104 
margot@nclcdc.org 
                                                 
5 815 ILCS 655/2(f) 
6 815 ILCS 655/2(c)(4) 
7 815 ILCS 655/2(g)(7) 

mailto:hbodewes@gifwinlaw.com
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(815 ILCS 655/) Rental-Purchase Agreement Act. 
 
(815 ILCS 655/0.01) (from Ch. 121 1/2, par. 1800) 
     

Sec. 0.01. Short title. This Act may be cited as the Rental‑Purchase Agreement Act. 

(Source: P.A. 86‑1324.) 

 
    (815 ILCS 655/1) (from Ch. 121 1/2, par. 1801) 
 
    Sec. 1. Definitions. In this Act: 
 
    (1) "Advertisement" means a commercial message in any medium that directly or indirectly promotes or 

assists a rental‑purchase agreement. 

    (2) "Cash price" means the price for which the merchant would have sold the merchandise to the 

consumer for cash on the date of the rental‑purchase agreement. 

    (3) "Consumer" means an individual who leases personal property under a rental‑purchase agreement. 

    (4) "Merchandise" means the personal property that is the subject of a rental‑purchase agreement. 

    (5) "Merchant" means a person who, in the ordinary course of business, regularly leases, offers to 

lease or arranges for the leasing of merchandise under a rental‑purchase agreement, and includes a 

person who is assigned an interest in a rental‑purchase agreement. 

    (6) "Rental‑purchase agreement" means an agreement for the use of merchandise by a consumer for 

personal, family or household purposes for an initial period of 4 months or less that is automatically 
renewable with each payment after the initial period and that permits the consumer to become the owner 
of the merchandise. 
 

(Source: P.A. 85‑957.) 

 
    (815 ILCS 655/2) (from Ch. 121 1/2, par. 1802) 
    Sec. 2. Form. 
 

    (a) A rental‑purchase agreement must be written in plain English and clearly and simply in any other 

language used by the merchant in any oral or written advertisement related to the rental‑purchase 

agreement. Numerical amounts must be stated in figures. 
 

    (b) Disclosures required by this Act must be printed or typed in each rental‑purchase agreement in a 

size equal to at least 10 point bold‑faced type. 

 

    (c) A rental‑purchase agreement may not contain a provision: 

        (1) requiring a confession of judgment; 
        (2) authorizing a merchant or an agent of the merchant to commit a breach of the peace in the 
repossession of merchandise; 
        (3) waiving a defense, counterclaim or right the consumer may have against the merchant or an 
agent of the merchant; 
        (4) requiring the purchase of insurance from the merchant to cover the merchandise; 
        (5) requiring the payment of a late charge or reinstatement fee unless a periodic payment is 
delinquent for 3 days and the charge or fee is in an amount not more than $5; or 

        (6) requiring a payment at the end of the scheduled rental‑purchase term in excess of or in addition 

to a regular periodic payment in order to acquire ownership of the merchandise. In no event shall the 
consumer be required to pay a sum greater than the total amount to be paid to acquire ownership, as 
disclosed in item (3) of subsection (g) of this Section. 
    (d) Only one late charge or reinstatement fee may be collected on a payment regardless of the period 
during which it remains in default. 
 

    (e) A rental‑purchase agreement must provide that: 
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        (1) a charge in addition to periodic payments, if any, must be reasonably related to the service 
performed; and 
        (2) a consumer who fails to make a timely payment may reinstate an agreement, without losing 
rights or options previously acquired, by taking the required action before the later of one week or half of 
the number of days in a regular payment period after the due date of the payment. 
    (f) Notice of the right to reinstate an agreement must be disclosed in the agreement. This Act does not 
prevent a merchant from attempting repossession of merchandise during the reinstatement period, in 
accordance with the agreement, and the consumer's right to reinstate an agreement does not expire 
because of such a repossession. If the merchandise is returned to the merchant during the applicable 
reinstatement period, other than through judicial process, the right to reinstate the agreement shall be 
extended for a period of not less than 30 days if the consumer has paid less than 60% of the total amount 
to be paid to acquire ownership of the merchandise and shall be extended for a period of not less than 60 
days if the consumer has paid 60% or more of the total amount to be paid to acquire ownership of the 
merchandise. On reinstatement, the merchant shall provide the consumer with the same merchandise or 
substitute merchandise of comparable quality and condition. If substitute merchandise is provided, the 
merchant shall also provide the consumer with the disclosures required in subsection (g) of this Section. 

    (g) A rental‑purchase agreement must disclose: 

        (1) whether the merchandise is new or used; 
        (2) the amount and timing of payments; 
        (3) the total number of payments necessary and the total amount to be paid to acquire ownership of 
the merchandise; 
        (4) the amount and purpose of any payment, charge or fee in addition to the regular periodic 
payments; 
        (5) whether the consumer is liable for loss or damage to the merchandise, and, if so, the maximum 
amount for which the consumer may be liable; 
        (6) that the consumer does not acquire ownership rights unless the consumer has complied with the 
ownership terms of the agreement; and 
        (7) the cash price of the merchandise, whether the merchandise is new or used. 

(Source: P.A. 87‑256; 88‑644, eff. 9‑9‑94.) 

 
    (815 ILCS 655/3) (from Ch. 121 1/2, par. 1803) 
    Sec. 3. Advertisement. 

    (a) An advertisement for a rental‑purchase agreement that refers to or states the amount of a payment 

or the right to acquire ownership of any one particular item under the agreement must clearly and 
conspicuously state: 

        (1) that the transaction advertised is a rental‑purchase agreement; 

        (2) the total amount and number of payments necessary to acquire ownership; and 
        (3) that the consumer does not acquire ownership rights unless the merchandise is rented for a 
specified number of payment periods. 

    (b) Every item of property displayed or offered for rental‑purchase by a merchant shall have attached 

to its front or displayed as prominently as if attached to its front a tag disclosing the amount to be paid to 
acquire ownership of the merchandise. 

(Source: P.A. 88‑644, eff. 9‑9‑94.) 

 
    (815 ILCS 655/4) (from Ch. 121 1/2, par. 1804) 
    Sec. 4. Enforcement. (a) A consumer damaged by a violation of this Act by a merchant is entitled to 
recover from the merchant: 
    (1) actual damages; 
    (2) 25% of an amount equal to the total amount of payments required to obtain ownership of the 
merchandise involved, except that the amount recovered under this item (2) may not be less than $250 
nor more than $1,000; and 
    (3) reasonable attorney's fees and court costs. 
    (b) A merchant is not liable under this Section for a violation of this Act caused by the merchant's error 
if before the 31st day after the date the merchant discovers the error, and before an action under this 
Section is filed or written notice of the error is received by the merchant from the consumer, the merchant 
gives the consumer written notice of the error and makes adjustments in the consumer's account as 
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necessary to assure that the consumer will not be required to pay an amount in excess of the amount 
disclosed and that the agreement otherwise complies with this Act. 

(Source: P.A. 85‑957.) 

 
    (815 ILCS 655/5) (from Ch. 121 1/2, par. 1805) 
    Sec. 5. Penalty. Any person intentionally violating this Act shall be guilty of a petty offense and fined 
not more than $500. 

(Source: P.A. 85‑957.) 
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Your Initial payment wiii Include Ite following charges:
Lease Payment flptignalqdmage Waiver Tax Total

You are not obligated to re1n0vthis Agreement bJ,nd the Initial term.3-lowever, if youchoose to renew this Agreement beyond the Initial term, or beyond any subsequent renewal term, you may do so bymaking an advance payment on Saturday of each Weelc , you may choose to make advance paymentson a Semi-Monthly or Monthly basis.
Your fIrst renewal payment Is due on Saturday Jul 03,2010
Payments RontaiPaymont iYi)tiofl,lJiemeCle Waiver 12W1Weekly $39.99 $3.00 $3.20 $46.19Semi-Monthly $86.57 $6.49 56.93 $99.99Macitbl $173.27 $13.00 .113.86 $200.13aIW5aRRS These charges must be reasonably related to the cost of the services we perform.Optianaiflamage Waiver Peg Ietn Pee

VWaek $6.49/Semi-Month $13.OoIMonth $5.00 Ifs payment Is more than 3 deys late,If you choose to rent to ownershIp, you must rant the merchandIse for the number of weeks, semI-months or months shown below, The Total Cost stated Includes all rental payments plus sales tax, but does notinclude optional lIability damage waiver foes and other charges, such as late oharges you may Incur by late paymentrenewal, or reinstatement fees. You should read the contract for an explanation of these charges.Weekly It you choose to acquire ownorship through weekly rental, you will make 89 payments:
the initlsi rental payment of $.00, 87 weekly payments of $39.99 end e final paymentof $39.99 for a total Of $3,519.12 In rent and sales tax of $281.60 for a Total Cost of $3,800.72.Semi- If you choose to acquire ownership through aeml-monthly rental, you will make 42 payments:monthly the Initial rental payment of 1.00, 40 semi-monthly payments of $66.57 and a fInal paymentof $61.94 for a total of $3,514.74 In rentand sales tax of $281.36 fore Total Coot of $3796.10.Monthly If you choose to acquire ownership through monthly rental, you will make 22 payments;the InItial rental payment of 1.00, 20 monthly payments of $17a27 end a final paymentof $61.98 for a total of $3,617.38 In rent and sales tax of $281.36 for a Total Cost of $3,798.74.If you cheese to renew this Agreement on a frequency different from your Initial rental payment term, your TotalCoat will be calculated based on the above amounts end on the number of payments made at each frequency. Freerent allowance will not reduce total rent or purchase-option emounts. Sales taxes are subject to changes In the

$1,759.56 , plus tax.
utsnliess You are liable for destructIon, loss and damage In excess of normal wear end tear to the ieaoeamorchandlse. You agree to pay us the fair market value of the merchandise If the merchandise Is lost, stolen, ordestroyed or repair costs If the merchandise Is damaged. For purposes of this Agreement, the fair market value will293&c.tb.p amount as determined by the Early Purchess Option formula on the date of loss or destruction.WWNmUmHtr We own the merchandise described above. You do not acquire ownership rights unless you havecomplIed with tho ownershIp terms of the sgreement.
W6H6J If you fail to meke,e timely payment but promptly return the merchandise to us, either voluntarilyor at our request, you may reinstate the agreement without losing any rights or optIons previously acquired, bypaying all past due and ourrent rentel payments and other charges that are due wIthin? daye of the expiration date IfIt Is a weekly lease or wIthin 16 dayS if It Is a semi-monthly or monthly lease. If the merchandise Is returned to usduring the applicable reinstatement perIod, other than through judIcIal process, the rIght to reinstate the agreementshall bextendsdforaperlod of notleesthan 30 days If you have paid lessthan 60% of the total amountto be paIdto acquire ownershIp of the merchandise and shall be extended fore period of not less than 60 days It you have cold60% or more of the total amount to be paid to acquire OwnershIp of the merchandise. On reInstatement, we shallprovi4e_you with the same merchandise or substitute merchandise of comparablq9ll end conditIon.
lUfMII*IJSStii You may laminate this agreement without penalty by voluntarIly surrendering or returning the marofianrilse to us In good condlf Ion ata I You II be lIable for any unpaid lease p tyirgs due as of the date of return and for any damage to the marohandlse, fair wear and tear excepted.

__________

mis is A I.EASETRAN5ACTiO14.

_______

We retain line tOme narejiondisa during this loose and wit pay any taxes Mitch may be Inried on the merchandise.You cannot eel, mortgage, pawn. pledge. encumber, hock or dIspose of 1110 morcllandise. Exceotformerdiandisa that It desIgned tobe canted 1110 lean cannot move the mercharidlee from your current residence without our consent. Eacti of these acts lea breach of this lease.It you do not renew this lease or If you breach thIs tease, we havo the right to pceseaslen of me merchendlse. Ifthat hR the nerd aadtae to us or allow us to loIre possession of If. If you fall or refuse to oomply with this requirement, you ecinuc to
We are rsisØcnstteto make all normal repairs as long as you era leaslngthe merchandise. WeefI oLbc,rpcnslbIofor the 00,10 or the l’eaulb of say unauthorIzed regain or damage caused by Improper use. it any part ole ntanufaottnt’e wsrranty erdalkon the leasedmerchandise at the Sne you acquire ownership of die msrchandfsa, the wa#anfy vii be transferred to you.

asslQn this lease *111101.4 netlee 10 you,t.Rhsl?HAStacBTtQN. You have the right Is oxnmcfse art norly purchase option at airy limo offer you enter Info this Agreement by paying us 60%-of the remaining total of payrnenta naceasary to acquire ownership, plus fax. In eddtlon, you maypurehase the property within the first 90 days after th dale ofthis agreement by pa4ng us an amount ocual to the Cash Price minus the total of all rental payments (excludIng tax) made by you, plus fax,WUhtäj* An ArbItratIon Agreement cornea wifti end Is Incorporated Into thIs rental purchase agreement You should read the AlterationAgreement before algntng title agreement
trtwwrrswrmswawnt Do not clgi this lease before you read tot Ifs. tnctLldlng itia Artiltraflen Agreonirti1t4Qnae,r4nlcspacqa. You are entItled toan exact copy of the Isental-Purchesa Agreement you etgn. Keep it 10 protect your legal rtatiiç — 7
bATth CONSUMEIP

LESSOR; — CONSUMEa
-—Rental contrect pledged as collatarel security to Chaea Manhedan Sank as an edmlnlatraliva agent for the Sank group, It. 07fl4/OO

Jul 03, 2010
Rent-A-Center
2513W Cermak Rd
ChIcago ii. 60608-3719
(773) 890-0039 LOC: 1252aM

RENTAL.PUHCtIASE AUREtMENT
Agreement Number 1

Consumer(s):

- Weokly

tem Description
TELEVISION IDIGITAL IJGHT

-I
‘and ‘ --- . leassalmnterkonaunier ‘we’ end

_,_._., ,.....t meat... — ._ .._.. ._ __._..__ . . _. .......s’ means this Rental-Purchase

- ENFAL-PuRCHASE DISCLOSURES
Rental payments era due at the beginning of each term that you chooso to rent

unds if you choose to return the merchendlse before the end of the term.

Mpdel# $.psel* cpsdifiog
WD-80C9 136164 uSED

.— .1.;.. , . ..d..


