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Re: Advice and Recommendations of Daniel C. Gwaltney 
Regarding Potential Rulemakings for Payday, Vehicle Title and Similar Loans 

Ladies and Gentlemen: 
I. Preliminary Statement. 

This letter sets forth my written advice and recommendations in response to the 
CFPB’s March 26, 2015 Outline of Proposals under Consideration and Alternatives Consid-
ered (the “Outline”) in connection with the Small Business Advisory Review (“SBAR”) 
Panel for Potential Rulemakings for Payday, Vehicle Title and Similar loans.  

I am an identified individual representative of an affected small entity (“SER”), within 
the meaning of Section 609(b)(2) of the Regulatory Flexibility Act of 1980, as amended, 5 
U.S.C. § 609(b)(2).These comments confirm and expand on my oral remarks at the SBAR 
Panel’s meeting on April 29, 2015. 

To date, in neither the Outline nor in its other public statements regarding payday 
credit has the CFPB set forth a data-based foundation for its assertions of harm arising from 
payday reborrowing — the purported harm that is the centerpiece of its Outline. To the con-
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trary, existing scientific research shows that payday loans on balance do not harm consumers 
and that reborrowing is generally welfare-enhancing. The CFPB has not studied the impacts 
of its proposed rulemaking on small business and has not even sought to collect any small-
business data from which to undertake such studies.  

For the reasons set forth below, I request that the proposed rulemaking be withdrawn, 
that the Outline be modified and that the SBAR Panel be reconvened to consider a revised 
set of proposals that takes into account actual welfare outcomes of consumers based on sci-
entifically observed data about them, and also based on full data about small-business lend-
ers and their borrowers. 

II.  Background of Commenter. 

I am the Chief Financial Officer of Payday Loan, LLC (“PDLL”), a small business 
concern (within the meaning of Section 3 of the Small Business Act, 15 U.S.C. § 632). 
PDLL’s headquarters are located in Anaheim, California; it has 25 stores in Southern Cali-
fornia, where it offers payday and automobile title loans. PDLL has 93 employees and sup-
ports an annual payroll and related benefits of $2,750,000.  

PDLL is licensed by the California Department of Business Oversight and complies 
with applicable state and federal laws.  

PDLL believes that its historical success is attributable in no small measure to its gen-
uine concern for the welfare of its customers and its willingness and ability to provide those 
customers with ethical credit that satisfies the customers’ needs. In addition, PDLL is a 
member of California Financial Service Providers and subscribes to its Best Practices. 

III.  The CFPB Has Not Demonstrated a Principled Consumer-

Protection Need for the Proposed Rule. 

A. Introduction. 
The CFPB’s proposal addresses what the CFPB calls “unaffordable debt.” The partic-

ular purported mischief that the proposal aims to remedy is “loans with payments that are of-
ten beyond a consumer’s ability to repay, forcing the consumer to choose between default 
and repeated reborrowing.” Outline at p. 3. Such loans, the CFPB posits, “are causing sub-
stantial harm to consumers.” Id.  

As I point out in this letter, the CFPB has evidence neither for the fundamental prem-
ise of its proposal —“forced” reborrowing — nor for the “substantial harm” about which the 
CFPB claims to be concerned.  

The CFPB’s own research indicates that a substantial majority of borrowers have loan 
sequences of fewer than three loans (see fn. 2 below); but instead of regulating outlier long-
er-term sequences, the proposed rule inexplicably forbids all unreduced-principal reborrow-
ing, except under the commercially ridiculous circumstances where no interest is charged for 
a period longer than the interest-bearing term of the loan. 
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B. Payday Loans. 

In these comments, I address primarily traditional single-payment payday loans. Nev-
ertheless, aspects of these comments are equally applicable to other forms of Covered Loans 
(as defined in the Outline). Our company is primarily in the conventional payday-loan busi-
ness and does not have extensive operating experience with longer-term credit options. 

A payday loan is a short-term advance repayable on the borrower’s next payday.1 At 
the time of the initial loan, the borrower generally signs a note and authorizes the lender to 
deduct the principal of, and interest on, the loan from the borrower’s checking account on the 
maturity date, either electronically or by postdated check. The borrower has the option to 
remit payment in full on the maturity date in cash, or the lender may process the borrower’s 
preauthorized payment item. If, as the maturity date approaches, the borrower wishes to ex-
tend the due date of the loan, the laws of some states allow the borrower to effectuate a lim-
ited number of reborrowings, or loan maturity extensions, by paying the accrued interest in 
cash and entering into a new due-on-next-payday loan. Payday loan interest is never com-
pounded or added to principal.  

The payday-lending industry’s product has historically been a single-payment loan 
due on the borrower’s next payday (generally, about two weeks, since most borrowers are 
paid biweekly or semimonthly). The origin of this single-payment, single-pay-period nomi-
nal loan duration is the product of political processes at the state level and may not reflect 
every borrower’s preferred structure. 

Thus, and very importantly, this two-week average term reflects the borrowing-
duration expectations of certain, but not all, borrowers. Accordingly, for example, a borrower 
whose demand for credit is for a duration of six or eight weeks must generally plan and con-
tract for three or four successive two-week payday loans. This result is brought about be-
cause the state law of the borrower’s state renders loans with a term of longer than two 
weeks illegal, impracticable or insufficiently remunerative. 

Both lenders and the industry’s detractors recognize that some consumers will not 
have fully recovered from the financial shock that required them to seek a payday loan in a 
mere two weeks. It is thus lenders’ experience that these consumers frequently want, need 
and seek credit they can structure for durations ultimately longer than two weeks. Consumers 
do this because they understand that the ability to continue using credit can be a very bor-
rower-friendly feature of this form of credit: within certain limits, the borrower alone has the 
power to determine for how long her credit will be outstanding. Few other forms of consum-
er credit provide so much duration-determination power to the consumer. 

Existing law and custom provide substantial safeguards for consumers who are unable 
to repay their loans at their desired ultimate maturity date. Even where not required under 
                                              

1These are the “single-payment payday loans with one lump-sum payment typically due within a few 
weeks . . . .” Outline at p. 3. 
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state law, for example, members of Community Financial Services Association of America, 
Ltd. (“CFSA”) provide their borrowers with an interest-free extended repayment plan at any 
time on request. 

C. The CFPB’s Research. 
Against this background, the CFPB has studied patterns of payday-loan usage by con-

sumers.2 In relevant part, the CFPB’s research acknowledges that a substantial majority of 
borrowers (greater than 60 percent) have loan “sequences” of fewer than three loans, even if 
breaks of up to 14 days between loans are ignored. Thus, to the extent there is any “unaf-
fordable” debt at all, such borrowers are in a minority. And indeed, a small percentage of 
borrowers — approximately 15 percent — have “sequences” of ten loans or more. But the 
CFPB research does not explicate whether these longer “sequences” are the result of in-
formed and voluntary consumer choice or “forced reborrowing.” It does not appear that the 
CFPB sought to gather such information from consumers. 

As discussed at greater length below, the CFPB itself has not disclosed any research 
regarding whether protracted borrowing is the cause-in-fact of any of the categories of harm 
it lists, what the economic magnitude of that harm might be, and whether there are counter-
vailing benefits to consumers or to competition. The CFPB has not explained why any such 
harm is not avoidable through enhanced disclosures or other behavioral interventions. I be-
lieve that the CFPB has simply chosen not to study these issues (or indeed any other issues 
relating to the welfare consequences of protracted borrowing).  

Rather, the CFPB “puts the rabbit in the hat” by simply positing harm, that the harm is 
substantial, that the harm is unavoidable by consumers, and that there are no countervailing 
benefits.3 Existing third-party research of academic quality sharply contradicts these postu-
lates. 

D. Third-Party Research. 
1. Consumer Welfare Outcomes Generally. 
Since the early 2000s, numerous investigators have looked beyond mere frequency 

and patterns of use of payday loans to consider the actual welfare outcomes that consumers 
achieve from the use of such credit.4 All of these studies use one or more proxies for welfare, 
and many of the studies exploit natural experiments occasioned by changes in state law.  

                                              
2Most recently, and reliably, in Burke, K. et al. (2014), “CFPB Data Point: Payday Lending,” available at 

http://files.consumerfinance.gov/f/201403 cfpb report payday-lending.pdf (last visited May 12, 2015). 
312 U.S.C. § 5531(c)(1).   
4See generally, Shapiro, R. (2011) “The Consumer and Social Welfare Benefits and Costs of Payday Loans: A 

Review of the Evidence,” available at http://www.sonecon.com/docs/studies/Report-Payday-Loans-Shapiro-Sonecon.pdf 
(collecting studies; last visited May 12, 2015). A copy of this paper is annexed as Exhibit A. 
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Taken together, the studies paint a picture that is far from the unambiguous depiction 
of harm asserted by the CFPB. Examples include: 

 Access to payday loans is associated with reduced rates of foreclosure and lar-
ceny after natural disasters.5 

 After state-law payday-loan bans, consumers experience increased numbers of 
bounced checks and harassment by debt collectors.6 

 Consumers report less difficulty paying bills before state payday-loan bans, 
and bans cause them to shift into inferior substitute credit products.7 

 Delinquencies on revolving, retail and installment credit increase in states that 
have restricted former easy availability of payday loans.8 

A more direct measurement of actual changes in consumer financial well-being, be-
fore and after payday-loan usage, is facilitated by using credit scores. This methodology, ap-
plied by Neil Bhutta, an economist at the Federal Reserve Board, demonstrates that access to 
payday loans has no adverse effect on consumers’ credit scores, new delinquencies or likeli-
hood of exceeding limits on other revolving credit accounts.9 The same investigator and oth-
ers show in a subsequent study that “the effects of payday borrowing on credit scores and 
other measures of financial well-being are close to zero”10 (emphasis added).11 

A few studies find slight adverse effects from payday lending. One example finds a 
2.5% increase in the rate of chapter 13 filings for approved payday borrowers (relative to 

                                              
5Morse, A. (2011) “Payday Lenders: Heroes or Villains?” Journal of Financial Economics, 102:1, pp. 28-44. A 

copy of this paper is annexed as Exhibit B. 
6Morgan,  D., Strain, M. and  Seblani, I.  (2012) “Payday  Credit  Access, Overdrafts, and Other Outcomes,” 

Journal of Money, Credit, and Banking,44:2-3, pp. 519–531. A copy of this paper is annexed as Exhibit C. 
7Zinman, J. (2009) “Restricting Consumer Credit Access: Household Survey Evidence on Effects Around the 

Oregon Rate Cap” Journal of Banking and Finance, Vol. 34, pp. 546–556. A copy of this paper is annexed as Exhibit D. 
8Desai, C. and Elliehausen, G. (2014) “The Effect of State Legislation Restricting Payday Lending on Consum-

er Credit Delinquencies: An Investigation of the Debt Trap Hypothesis,” available at http://ssrn.com/abstract=2418608 
(last visited May 12, 2015). A copy of this paper is annexed as Exhibit E.  

9Bhutta, N. (2014) “Payday Loans and Consumer Financial Health,” Journal of Banking and Finance, Vol.   45, 
pp. 230-242. A copy of this paper is annexed as Exhibit F. 

10Bhutta, N., Skiba P. and Tobacman, J. (2015) “Payday Loan Choices and Consequences,” Journal of Money, 
Credit and Banking, 47:2-3, pp. 223-260. A copy of this paper is annexed as Exhibit G. 

11One of the customary purposes of ability-to-repay rules, such as those proposed in the Outline, is to protect 
consumers against the consequences of their own defaults. However, payday-loan defaults do not appear to have adverse 
economic welfare consequences to consumers, likely because they are small and unsecured, defaults are presently not 
reported to general credit bureaus, and collection activity is limited. See, generally, Mann, R. (2014) “ Do Defaults on 
Payday Loans Matter?” available at http://ssrn.com/abstract=2560005 (last visited May 12, 2015). 
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non-approved loan applicants), anomalously without any change in chapter 7 filings.12 (Other 
investigators reach a contrary result and find no impact on bankruptcy filings of any chap-
ter.13) In another study based on older data from 2003, the investigators find that presence of 
payday lenders in a borrower’s county has a small effect on involuntary bank account clo-
sures, but the effect is not as great as being a single mother, being age 65-74, or living in a 
county with a high incidence of new bank account inquiries.14 The investigators do not at-
tempt to quantify the financial cost of an involuntary bank account closure, and the work was 
completed prior to the widespread adoption of general purpose prepaid cards that currently 
substitute for deposit accounts for millions of Americans. 

On balance, existing research of academic quality shows slight positive or negligible 
effects of payday borrowing on consumer welfare. This is so despite the protracted usage 
that can be imputed (see, “Data Point,” fn. 2, above) to borrowers in each of the studies re-
ferred to. 

2. Reborrowing — Welfare Outcomes. 
Each of the studies mentioned above looks at some measure of the mean effects of 

payday borrowing. That is, the investigators considered the effects of payday borrowing 
across all borrowers, regardless of their frequency of borrowing or intensiveness of rebor-
rowing activity. But two studies particularly consider the distribution of welfare outcomes, as 
related to borrowers’ reborrowing behavior: 

 Wilson et al.15 used a laboratory experiment to examine the extent to which in-
itial and continued uses of payday loans affect an individual’s ability to man-
age and survive financial setbacks with uncertain and unforeseeable 
expenditures. They found that access to both initial payday credit and rebor-
rowing lowered the subjects’ risk of financial failure. However, borrowers 
whose use exceeded a threshold limit had materially worse outcomes. That 
limit was ten successive loans. 

                                              
12Skiba, P. and Tobacman, J. (2009) “Do Payday Loans Cause Bankruptcy?” available at 

http://ssrn.com/abstract=1266215 (last visited May 12, 2015).  
13Lefgren, L. and McIntyre, F. (2008) “Explaining the Puzzle of Cross-State Differences in Bankruptcy Rates,” 

Journal of Law and Economics, Vol. 52 at p. 367.  
14Campbell, D., Martinez-Jerez, F. and Tufano, P. (2008) “Bouncing Out of the Banking System: An Empirical 

Analysis of Involuntary Bank Account Closures,” available at http://ssrn.com/abstract=1335873 (last visited May 12, 
2015).  

15Wilson, B.,  Findlay, D., Meehan, J., Wellford, C. and Schurter, K. (2010) “An Experimental Analysis of the 
Demand for Payday Loans,” The B.E. Journal of Economic Analysis & Policy, 10:1. A copy of this paper is annexed as 
Exhibit H. 
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 Most recently, Priestley16 used lender administrative data matched to borrower 
credit bureau information and found that borrowers who engage in protracted 
reborrowing activity have better financial outcomes (measured by changes in 
credit scores) than consumers whose borrowing is limited to shorter periods. 
She also found that consumers whose reborrowing is less restricted by regula-
tion fare better than consumers in the most restrictive states, after controlling 
for initial financial condition. 

These studies demonstrate that payday reborrowings are generally welfare-enhancing 
for consumers. It is my understanding that the CFPB has not conducted, contracted for or re-
ceived the results of any research that contradicts the findings of these investigators. 

3. Reborrowing — Consumer Expectations. 
The CFPB’s public pronouncements have used charged language, including descrip-

tions of payday loans as “debt traps.”17 This term implies that payday loans are somehow de-
fective or that lenders rely on deception or chicanery in order to induce unsuspecting short-
term borrowers to take on what later turn out to be longer-term obligations. Yet research re-
lating to consumers’ experience with payday loans entirely discredits this theory: 

 Mann18 compares the repayment expectations of payday borrowers at the time 
of their initial loans to subsequent borrowing and repayment behavior. About 
60 percent of borrowers accurately predict within two weeks how long it will 
take them finally to repay their loans. Those who were not this accurate did 
not systematically underestimate their repayment term. This study strongly 
suggests that repayment terms are closely aligned with borrower ex ante inten-
tions, rebutting the CFPB’s implicit notions of deceit or product defect. More-
over, the random distribution of errors suggests that payday borrowers do not 
operate under optimism bias in undertaking their loans. 

 Research by Center for Financial Services Innovation indicates that a substan-
tial majority (68 percent) of borrowers reported that it took the same or less 
time to repay their loans as they had expected.19 

                                              
16Priestley, J. (2014) “Payday Loan Rollovers and Consumer Welfare,” available at 

http://ssrn.com/abstract=2534628 (last visited May 12, 2015). A copy of this paper is annexed as Exhibit I. 
17See, e.g., CFPB Press Release, “CFPB Considers Proposal to End Payday Debt Traps,” available at 

http://www.consumerfinance.gov/newsroom/cfpb-considers-proposal-to-end-payday-debt-traps  (last visited May 12, 
2015). 

18Mann, R. (2013) “Assessing the Optimism of Payday Loan Borrowers,” available at 
http://ssrn.com/abstract=2232954 (last visited May 12, 2015). A copy of this paper is annexed as Exhibit J. 

19Sledge, J. and Levy, R. (2012) “A Complex Portrait - An Examination of Small-Dollar Credit Consumers,” 
available at http://www.cfsinnovation.com/Document-Library/A-Complex-Portrait-An-Examination-of-Small-
Dollar.aspx (last visited May 12, 2015), at p. 21.  



SBAR Panel 
May 12, 2015 
Page 8            
 

 In a study20 of consumers who borrowed from CFSA members, nearly all (94 
percent) respondents reported that they understood how long it would take 
them to repay their loans “well” or “very well.” 

The CFPB does not appear to have measured customer expectations regarding loan 
repayment and reborrowing duration, and the findings referred to above remain unrebutted. 

E. Advocacy Reports by Pew Charitable Trusts. 
Although the CFPB has itself apparently studied only numerical patterns of borrow-

ing, the CFPB has publicly stated that, in adopting the Outline, the CFPB relied on certain 
advocacy reports by The Pew Charitable Trusts.21 In general, the Pew reports rely on qualita-
tive or anecdotal information, or poorly sampled quantitative data, that are neither repre-
sentative of current borrowing practices nor scientifically rigorous. While Pew states that 
their work is based on “demographic data derived from 33,576 responses,” in fact Pew inter-
viewed only 451 self-reported borrowers. Those 451 interviews include consumers who 
could recall having incurred payday debt at any time within the preceding five years. Their 
reports are thus based on stale data that require consumers to remember their transactions of 
five years earlier (how many readers of this letter recall their credit card dealings of 2010?). 
Pew attempts to analyze interstate differences in usage with an average per-state sample size 
of nine respondents. Further work by Pew is based on focus groups responding to “loaded” 
questions. None of Pew’s contributions to this field can be deemed of academic quality or to 
constitute substantial evidence for purposes of rulemaking. 

IV. The CFPB Has Not Studied the Small-Business Impacts of its 

Proposal. 

The CFPB has neither collected nor studied historical information regarding small-
business payday lenders. It has neither transaction-level data nor financial information from 
which to estimate the impacts of its proposed rulemaking. Instead, the impacts reported in 
the Outline are based on large-firm examination data and do not take into account differences 
in small-firm operations or cost structures. 

Moreover, while the Outline contains estimated impacts in terms of revenue loss, the 
CFPB does not evaluate the sustainability of the small businesses affected by looking at re-
sultant store (non-) profitability. 

In the Outline, “Covered Loans” are defined extremely broadly, but the CFPB impact 
estimates include only the impact on payday lending; other forms of Covered Loans, includ-
ing title and installment, are unstudied from an impact standpoint. 
                                              

20Harris Interactive (2013), “Payday Loans and the Borrower Experience,” available at 
http://cfsaa.com/Portals/0/Harris Interactive/CFSA HarrisPoll SurveyResults.pdf (last visited May 12, 2015), at p. 5. A 
copy of this paper is annexed as Exhibit K. 

21See Pew Charitable Trusts, “Payday Lending in America,” available at http://www.pewtrusts.org/en/research-
and-analysis/collections/2014/12/payday-lending-in-america (last visited May 12, 2015).  
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No portion of the CFPB’s impact analysis uses residual income information from bor-
rowers of small-business alternative products in order to estimate the impact of new ability-
to-repay requirements.  

No portion of the impact analysis considers whether installment loans contemplated as 
alternatives under the proposal are lawful in the states where small-business lenders are li-
censed and operate. Even if all small-business payday lenders wished to switch their business 
models to longer-term installment loans (on an ability-to-repay basis or otherwise), such in-
stallment credit is lawful in only approximately 12 of the 32 states in which payday lenders 
currently operate.  

Accordingly, the CFPB has insufficient data in order to evaluate the burdens of its 
proposal on small business. These same missing data are necessary for the CFPB to evaluate, 
as it must,22 alternative but less burdensome regulatory models that could produce similar 
consumer-protection outcomes. 

V. The SERs’ Own Data Show that the CFPB’s Proposal Will Have  

A Devastating Effect on Their Profitability. 

As I reported at the SBAR Panel meeting, in the absence of appropriate data collec-
tion and analysis by the CFPB, a group of small-business lenders, including four SERs iden-
tified in this review, provided their financial and loan data to Charles River Associates for 
analysis. This analysis was underwritten by CFSA. 

These data included store-by-store monthly profit-and-loss statements from six small 
lenders, generally over a two-year period, covering approximately 200 stores with payday 
lending revenues across 15 states. The businesses also provided transaction-level data for 
150,000 consumers across eight small lenders with 234 stores in 6 states. 

The results of this analysis show that the proposed rulemaking would devastate small-
business lenders. Under the proposed long-term debt protection rules contained in the Out-
line, payday lending revenues are estimated to decrease by 82 percent on average for the 
small-business lenders analyzed. The average annual per-store net income decreased from a 
profit of approximately $37,000 to a loss of approximately $28,000 (a negative swing of 
$66,000). 

Of the close to 200 stores with payday lending revenues in the analysis, 84 percent of 
the stores would be expected to experience net losses. Five out of the six firms with financial 
information included in the analysis would have experienced overall losses and would be ex-
pected at a minimum to cease operations of the unprofitable stores; the closing of unprofita-
ble stores, even if combined with significant reductions in corporate overhead, may not be 
enough to return the lenders to profitability. The sole remaining firm would experience a 
near 70 percent decline in profitability. 

                                              
225 U.S.C. § 603(c).  
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As noted in the report, the rule proposals contained in the Outline would impact small 
entities located in rural and sparsely populated areas to an even greater extent than the impact 
on small entities generally. 

Given the short time period involved since the promulgation of the Outline and the 
absence of historical data regarding the effects of application of the CFPB’s ability-to-repay 
rulemaking variants, it was not possible to model those variants. However, there is no reason 
to suspect that those variants would produce superior profitability results to those reported by 
Charles River Associates. 

A complete copy of Charles River Associates’ report is annexed as Exhibit L. 
VI. Conclusion. 

The CFPB’s proposed rulemaking utterly fails to make the case for the drastic inter-
ventions it proposes. Although purporting to regulate on an “unfairness” basis, the CFPB’s 
Outline makes none of the showings required under the statute: that repeat borrowing causes 
or is likely to cause substantial injury to consumers; the putative injury is not reasonably 
avoidable by consumers; and the putative injury is not outweighed by countervailing benefits 
to consumers or to competition.23 It appears that the CFPB has not even sought to study these 
factors. 

In contrast to its actions in connection with the TILA/RESPA mortgage disclosure 
rule, the CFPB has made no effort to conduct field experiments to tests its proposed interven-
tions. It is thus pure speculation that the interventions the CFPB proposes will be effective to 
achieve their intended purpose while not completely cutting off credit to financially con-
strained borrowers. 

Despite frequently asserting its status as “evidence-based” regulator,24 the CFPB’s 
proposal takes into account neither the needs and wants of consumers nor the financial sur-
vival of the lenders who satisfy those demands. More importantly, the CFPB’s proposal ig-
nores actual consumer economic welfare outcomes — as demonstrated by scientific study — 
and substitutes the CFPB’s unsubstantiated “belief” that repeated borrowing causes substan-
tial harm. 

Finally, and perhaps most importantly, the CFPB has utterly failed to make the re-
quired investigation of the impact of its proposed rulemaking on small-business lenders and 
on the customers of their businesses.  

                                              
2312 U.S.C. § 5531(c)(1).  
24“We’re a data-driven, evidence-based agency with a philosophy of issuing regulations only where there’s a 

strong justification for doing so.”  CFPB Explainer: How Small Businesses Play a Role in the Rulemaking Process, 
available at http://www.consumerfinance.gov/blog/category/rulemaking (last visited May 12, 2015). 
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For the foregoing reasons, I request that the proposed rulemaking be withdrawn, that 
the Outline be modified and that the SBAR Panel be reconvened to consider a revised set of 
proposals based on full data about small-business lenders and their borrowers. 

Kindly address any requests for additional information in connection with these com-
ments to the undersigned at dan.gwaltney@pdlcorp.us, with a copy to Hilary B. Miller, Esq., 
hilary@miller.net.  

 
Very truly yours, 
 
 

 
 
Daniel C. Gwaltney 
Chief Financial Officer 

 
VIA EMAIL: cfpb_payday_sbrefa@cfpb.gov 



SBAR Panel 
May 12, 2015 
Page 12            
 
 

TABLE OF EXHIBITS 
 

A. Shapiro, R. (2011) “The Consumer and Social Welfare Benefits and Costs of Payday 
Loans: A Review of the Evidence,” available at 
http://www.sonecon.com/docs/studies/Report-Payday-Loans-Shapiro-Sonecon.pdf. 

B. Morse, A. (2011) “Payday Lenders: Heroes or Villains?” Journal of Financial Eco-
nomics, 102:1, pp. 28-44. 

C. Morgan,  D., Strain, M. and  Seblani, I.  (2012) “Payday  Credit  Access, Overdrafts, 
and Other Outcomes,” Journal of Money, Credit, and Banking,44:2-3, pp. 519–531. 

D. Zinman, J. (2009) “Restricting Consumer Credit Access: Household Survey Evidence 
on Effects Around the Oregon Rate Cap” Journal of Banking and Finance, Vol. 34, 
pp. 546–556. 

E. Desai, C. and Elliehausen, G. (2014) “The Effect of State Legislation Restricting 
Payday Lending on Consumer Credit Delinquencies: An Investigation of the Debt 
Trap Hypothesis,” available at http://ssrn.com/abstract=2418608. 

F. Bhutta, N. (2014) “Payday Loans and Consumer Financial Health,” Journal of Bank-
ing and Finance, Vol. 45, pp. 230-242. 

G. Bhutta, N., Skiba P. and Tobacman, J. (2015) “Payday Loan Choices and Conse-
quences,” Journal of Money, Credit and Banking, 47:2-3, pp. 223-260.  

H. Wilson, B.,  Findlay, D., Meehan, J., Wellford, C. and Schurter, K. (2010) “An Ex-
perimental Analysis of the Demand for Payday Loans,” The B.E. Journal of Econom-
ic Analysis & Policy, 10:1.  

I.  Priestley, J. (2014) “Payday Loan Rollovers and Consumer Welfare,” available at 
http://ssrn.com/abstract=2534628. 

J.  Mann, R. (2013) “Assessing the Optimism of Payday Loan Borrowers,” available at 
http://ssrn.com/abstract=2232954. 

K.  Harris Interactive (2013) “Payday Loans and the Borrower Experience,” available at 
http://cfsaa.com/Portals/0/Harris Interactive/CFSA HarrisPoll SurveyResults.pdf. 

L. Charles River Associates (2015) “Economic Impact on Small Lenders of the Payday 
Lending Rules under Consideration by the CFPB” (unpublished manuscript). 



~ 
harns 
INTERACTIVE 

Payday Loans and the Borrower Experience 

December 2013 

1 



2 

• Community Financial Services Association of America (CFSA) commissioned Harris Interactive to conduct this 
telephone survey from October 9 – 24, 2013 among 1,004 respondents, ages 18+, who are customers of store-front 
companies within the CFSA, and took out a two-week payday loan of $700 or less which they made final repayment 
of in July or August of 2013.   

– CFSA emailed 12 member companies inviting them to include their customer data in the sample pool for this survey, 
with instructions for pulling the sample attached. Member companies were instructed to email their sample files 
directly to Harris Interactive, and not to copy anyone from CFSA.  

– Four member companies responded and provided Harris with a complete list of their customers who met the sampling 
criteria. One member company responded and provided Harris with a randomly selected list of 10,000 of their 
customers who met the sampling criteria. A total of 281,031 records were received by Harris from the five participating 
member companies.  

– Harris Interactive handled all further sample preparation. Sample files were de-duped (meaning duplicate records were 
removed) based on phone number, and 10,000 records were randomly selected from each company (with the exception 
of the company which sent a total of 10,000 records – 9,667 usable records were selected from this company). Quotas 
were set during interviewing to ensure that 200 completed interviews were obtained from each company.  

• Data are unweighted and are a representative probability sample of the population who were surveyed. 

– With a sample of this size, the estimated sampling error is +/- 3%. 

• Throughout this presentation… 

– Qualified respondents will be referred to as “Borrowers”. 
– The phrase “most recent payday loan experience” will refer to the loan borrowers repaid in July or August of 

2013 – regardless if they have taken out a new loan since, as this was their most recent, complete experience 
with a payday loan. 
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~------------------~---
Ninety-five percent of borrowers say they value having the option to take out a payday 
loan and the same proportion believe that payday loans can provide a safety net 
during unexpected financial difficulties. Just under nine in ten borrowers feel that 
payday loans can help customers bridge a gap in their finances. 

Agreement with Statements about Payday Loans 

• Strongly disagree • Somewhat disagree • Somewhat agree • Strongly agree 

You value having the option to take out a 

payday loan. 

Payday loans can provide a safety net during 
unexpected financial difficulties. 

Payday loans can help customers bridge a 

gap in their finances. 

I I % 32% 

dovou·aiRree.o r_disagr·ee with each of the following statements? 
--i.2!:.,~c<>ar.oo with each of the following statements about payday loans? 

69% 

63% 

42% 

Agree 
{Net) 

95% 

95% 

87% 
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~-----------------~ 

Over nine in ten borrowers say that they use payday lending responsibly, and similar 
proportions say that before taking out a payday loan, they carefully weighed the risks 
and benefits of doing so and did the math on the overall cost they would incur. 

Behaviors Informing Responsible Payday Lending 

• Strongly disagree • Somewhat disagree • Somewhat agree • Strongly agree 

You use payday lending responsibly. 

Before taking out a payday loan, you I 
carefully weighed the risks and benefits 3 

of doing so. 

You did the math on the overall cost you 

would incur before taking out a payday 

loan. 

78% 

% 22% 71% 

64% 

d~rou-<tgre•e-o r..disagree with each of the following statements about t he payday loan you recently paid off? 
--i.2!:.,~c<>ar.oo with each of the following stateme nts? 

Agree 
{Net) 

96% 

93% 

89% 
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~------------------~---
More than nine in ten borrowers report that before starting the payday loan process, 
they understood both how much it would cost and how long it would take to 
completely repay the loan very well or well, and a similar proportion indicate that they 
were able to repay their loan in the amount of time they had expected to. 

Understanding of the Overall Cost and Time to Repay Loan 

How much it would cost you 
to completely repay the loan 

How long it would take to 
completely repay the loan 

94%ot 
borrowers agree 
they were able 
to repay their 
payday loan in 
the amount of 
time they had 

expected. 
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-----By a large majority, borrowers say their experience with both the terms and the cost of 
the payday loan were either as expected or better than expected. Over four in five say 
it was very or somewhat easy to repay their payday loan, including more than half who 
say it was very easy. 16% feel it was very or somewhat difficult to repay. 

Loan Experience vs. Expectations 

Better than/As expected (Net): 96% 92% 

22% 21% 

• Better than expected 

• As expected 

• Worse than expected 

The terms of the loan The cost of the loan 

Ease of Repayment 

Easy (Net): 84% 

Very difficult 

2% 

of the payday loan you recently repaid, was your experience with each of the following better t han you had expected, 
~ 

harns 
had expected before beginning t he payday loan process? 

-llilii~~ you to repay your payday loan this past summer? 
I NTERACTI VE 6 



-----Half of borrowers say they needed the money from a payday loan to pay for an unexpected 
expense, such as a car repair or medical emergency. If faced with a short-term financial 

crisis and unable to pay a bill, borrowers overwhelmingly say they would prefer the payday 

loan option over incurring late fees on a bill or overdraft fees from their bank. 

Reasons Payday Loan was Needed Preference in Short-term Financial Crisis 

To pay for an unexpected 

expense (such as a car repair 

or medical emergency) 

To pay ordinary expenses 

between paydays 

To avoid paying a 

late fee on a bill 

To avoid bouncing a check 

or overdrawing your 

bank account 

To help out a friend or 

relative who 

needed money 

Some other reason 

28% 

23% 

19% 

10% 

A short-term loan charging 

49% a $15 fee for each $100 

44% 

borrowed, due on 

your next payday 

Not pay the bill and incur I 
a late fee or penalty of 4% 

approximately $30 

Overdraw your bank account I 
and pay an overdraft fee 3% 

of approximately $35 

Not sure 

•lrin,a n ft'h-o--n""'rl"" oan you repaid t his past summer, which of t he following are reasons you needed the money? 
--~~-t:erm financial crisis and unable to pay a bill, which one of the following three options would you choose? 

68% 

24% 

~ 
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-----Nearly half of borrowers believe that compared to other lending resources, payday loans 
are much or slightly more expensive, while over one-quarter say they are about the same, 
and 17% feel they are slightly or much less expensive. Additionally, a majority of borrowers 
think a flat fee of $15 per $100 borrowed as a payday loan term is very fair or fair, while 
over one-quarter feel more neutral, saying it is somewhat fair, and 8% say it is not at all fair. 

Expense of Payday Lending vs. 
Other Lending Resources 

compare to ot her lending resources? 
-lilfllllil~l $100 borrowed as a payday loan term? 

Fairness Assessment of Flat Fee 
of $15 per $100 Borrowed 
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----
A plurality of borrowers report that when they needed money between paychecks in the 
past, they have cut spending and done without something they need, or borrowed from 

family/friends. Most say that these or other options were available when they chose to take 
out a payday loan instead- 92% indicate that a payday loan was not their only option and 
they did have other resources available at the time. 

Money Resources Ever Used vs. Those Available but Not Chosen 

Cut spending and done without something you need 67% 

Borrowed from family or friends 

Overdrawn your bank account and charged an overdraft fee 

Used a credit card 

Pawned a personal item 

Bounced a check and charged a fee 

Taken out a cash advance on your credit card 

Used an installment or title loan 

Used an online payday loan 

• Ever used 
Done something else 

• Available but chose not to use 
Nothing/None- you had no other resources available • 4% 

and a payday loan was your only option. - 8% 

out a loan at a payday loan store, what else have you done when you needed money between paychecks? 
you repaid this past summer, if you had not been able to obtain a payday loan, which of the following 

? 
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~~-----------------------~ 
~---

The vast majority of borrowers indicate that their most recent overall experience with 
the payday loan process was as expected or better. Moreover, two-thirds say they are 
very likely or likely to recommend payday lending to family or friends. 

Likelihood to Recommend or Use Again 

• Not at all likely • Somewhat likely 

Take out another payday loan from the same store if 
you need money between paychecks in the future 

Recommend payday lending to family or friends 

• Likely • Very likely 

62% 

46% 

97% of borrowers say their overall payday loan experience 

was as expected (61%) or better than expected (36%). 

Base: Qualified respondents (n=l,004) 
Qi2s 8asec:Lon your experience wit h t he payday loan you recently paid off, how likely are you to do each of the followi ng? 

oflhe payday loan you recently repaid, was your experience with each of the following better t han you had expected, as 
--~~h~a1d expected before beginning the payday loan process? 

Very likely/likely 
{Net) 

80% 

65% 
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-----Borrowers tend to choose positive words to describe the payday lender they worked 
with during their most recent payday loan experience: about four in five say their 
lender was respectful, helpful, knowledgeable, trustworthy, and truthful. However, 7% 
say deceptive, and a few respondents say misleading or dishonest. 

• "11 .. ]._ 0 •• 

• I: 

Words Used to Describe Lender 

~~ lO% used a 
... ~ ~egative Word 

V hsted to d . 

=1 004 
ords would you use to describe the le nder you worked with on t he payday loan you recently paid off? 

th . I escnbe 
elr ender 
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harns 
I NTERACTIVE 11 



~ ~ ~ 
The vast majority of borrowers indicate that their payday lender clearly explained the 
terms of the loan to them. In fact, hearing their lender explain the loan terms in his or 
her own words was, by far, the most helpful factor in borrowers' decision to take out a 
payday loan. 

Most Helpful Factor in Payday Loan Decision 

Hearing your lender explain 

the terms in his or her own words 

Reviewing a copy of the contract 

Reviewing explanatory signs 

posted on office walls 

Reviewing a handout 

or disclosure document 

Reviewing the company website 

None of these 

14% 

12% 

3% 

3% 

lwlnl~-wi::I:>-.JJJ.!,!_:>L helpfu l in making your decision to take out a payday loan? 

24% 

··1&.2~~~ "''noo with each of the following statements about tne payday loan you recently paid off? 

43% 

97% of borrowers 

agree strongly (88%) 
or somewhat (9%) 
that their payday 

lender clearly 
explained the terms of 

the loan to them. 
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-----Over nine in ten borrowers agree that it should be their choice whether or not to use 
payday lending, not the government's choice, and that they should have the ability to make 

their own financial decisions without government interference. However, a one in five 
minority say the government should impose tighter restrictions on payday loans. 

Attitudes about Government Regulation of Payday Loans 

• Strongly disagree • Somewhat disagree • Somewhat agree 

It should be your choice whether or not to use payday lending, not the 

government's choice. 

You should have the ability to make your own financial decisions without 

government interference. 

You should be able to decide how often you take out a payday loan and 

not be limited by government restrictions. 

The government should impose tighter restrictions 

on payday loans, even if that means it would be 

more difficult for you to obtain a payday loan yourself. 

"" ' I L....:_.._ t ~ • • ..I.. 
. . . or disagree with each of the following statements? 

61% 

• Strongly agree 

85% 

83% 

71% 

Agree 
{Net) 

95% 

94% 

88% 

21% 
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-----Three in five favor the government setting limits on the dollar amount of money 

customers can borrow at one time, and two in five feel the same about government 
restrictions on the number of times a customer can renew or extend a loan. 

Favor or Oppose Proposed Government Regulation of Payday Lending 

Favor (Net): 41% 59% 

• Strongly favor 
18% 

24% 
• Somewhat favor 

• Strongly oppose 

25% 

• Somewhat oppose 
15% 

Restrictions on the 

number of times a 
customer can renew 

or extend a loan 

Limits on the dollar 

amount of money 
customers can borrow 

at one time ~ 
harns 

exte;nt111o-y<Jl:.l-f<IV.O.;_.QI_c1ppc,se each t he following potential governmental regulations surrounding payday lending? 

.lliiiiiM.2~~~ "''noo with each of the f ollow ing statement s? 
IN T ERACTIVE 14 



-----The majority of borrowers oppose potential government regulations that would require credit­
bureau checks of payday loan customers before they are allowed to borrow, restrict the 

number of loans customers can take out in a year, and restrict the number of times a customer 
can renew or extend a loan. However, three in five do favor the government setting limits on 
the dollar amount of money customers can borrow at one time. 

Favor or Oppose Proposed Government Regulation of Payday Lending 

• Strongly oppose • Somewhat oppose 

Limits on the dollar amount of money customers can 
borrow at one time 

Restrictions on the number of times a customer 
can renew or extend a loan 

Restrictions on the number of loans customers 

can take out in a year 

Required credit-bureau checks of payday loan 

customers before they are allowed to borrow 

money 

"" ' I L....:_.._ t ~ • • ..I.. 

• Somewhat favor • Strongly favor 

25% 15% I 30% 29% 

39% 18% 24% 

45% 18% 20% • 
45% 19% 21% • 

. . avor or oppose each the following potential governmental regulat ions surrounding payday lending? 

Oppose 
(Net) 

40% 

57% 

63% 

64% 

Favor 
(Net) 

59% 

41% 

35% 

34% 
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• The overwhelming majority of borrowers provide positive feedback regarding payday lending and their most 
recent experience with the payday loan process. 

– 94%  of borrowers agree they were able to repay their payday loan in the amount of time they had expected.  
– Over four in five (84%) say it was very or somewhat easy to repay their payday loan, including more than half (52%) 

who say it was very easy. 
– About four in five borrowers say the lender they worked with during their most recent payday loan experience was 

respectful (80%), helpful (79%), knowledgeable (78%), trustworthy (78%), and truthful (77%). 

• However, considerable numbers of borrowers provide feedback on areas for improvement. 

– Nearly half (47%) of borrowers believe that compared to other lending resources, payday loans are much more (23%) 
or slightly more (24%) expensive. 

– While a majority of borrowers think a flat fee of $15 per $100 borrowed as a payday loan term is very fair (25%) or fair 
(37%), over one-quarter (28%) say it is just somewhat fair, and 8% say it is not at all fair. 

• A majority of borrowers are opposed to most potential government regulations that would affect payday loan 
customers, however some regulations do receive borrower support. 

– 95% say it should be their choice whether or not to use payday lending, not the government's choice. 

– About two-thirds of borrowers are opposed to regulations that would require credit-bureau checks of payday loan 
customers before they are allowed to borrow money (64%) and restrict the number of loans customers can take out 
in a year (63%). 

– However, three in five (59%) do favor the government setting limits on the dollar amount of money customers can 
borrow at one time. 

 

Conclusions & Implications 
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EXECUTIVE SUMMARY 

The Community Financial Services Association of America ("CFSA") retained Charles 
River Associates ("CRA") to evaluate the likely impact on small payday lenders of the 
rules under consideration by the Consumer Financial Protection Bureau ("CFPB").1 This 
study includes an evaluation of the impact on the payday lending revenues and 
profitability of small payday lenders. 

Using loan level data and income statements collected from a sample of small payday 
lenders, we estimate that the proposals are likely to impact the lenders both negatively 
and sign ificantly. The Proposed Ru les will likely make the small stores that offer payday 
loans unprofitable on average, resulting in significant losses for small payday lenders. 
The application of the CFPB's considered alternative requirements to data from 2013 
would have reduced the payday loan revenues of small lenders by 82% on average. 
The impact of this revenues reduction would have resulted in a change to net income 
per store from a +$37,000 profit to a -$28,000 loss, on average (or a decrease of about 
$66,000 on average). We lack sufficient data to analyze reliably the impact of the 
CFPB's proposed ability to repay requirements, but that impact may also be significant. 

PAYDAY LENDING INDUSTRY OVERVIEW 

A payday loan is a single-payment short-term small value unsecured loan.2 In many 
cases, the lender holds a personal check issued by the debtor in the amount of principal 
plus interest until the maturity of the loan. The transaction cou ld also be based on an 
agreement authorizing the lender to make an electronic withdrawal from the borrower's 
checking account on the maturity date. Underwriting standards vary across lenders, but 
the lender generally requires proof of the borrower's income (recent pay stubs usually 
suffice) and that the borrower has a checking account. A lender could assess the 
applicant's previous performance on payday loans it granted previously. Some lenders 
have developed more sophisticated in-house risk assessment software, or rely on third­
party providers (e.g., Corelogic Teletrack), to assess default risk considering such 
factors as the applicant's performance on payday loans and/or other credit products. In 
certain states, a lender checks a state-level database to identify payday loans granted to 
the applicant by other lenders in that state. For example, a lender could verify the 
applicant's outstanding balance of all other payday loans to ensure that the loan under 
consideration wou ld not result in indebtedness exceeding the state cap. The maturity 
date for loan repayment usually coincides with the borrower's next paycheck or date-of­
deposit of other funds. At maturity, either the personal check from the debtor is 
deposited by the lender or the borrower pays in cash to redeem the check. 

Payday lenders are regulated primarily at the state level, and there are variations in the 
restrictions that exist across states. For example, there are requirements regarding the 
maximum fees and/or interest that can be charged, the maximum loan amount, the 

1 Small Business Advisory Review Panel for Potential Rulemakings for Payday, Vehicle Title, and Similar 
Loans. Outl ine of Proposals Under Consideration and Alternatives Considered, CFPB March 26, 2015; 
available at http :1 /files.consu merfinance.gov/f/20 1503 _ cfpb _outline-of -the-proposals-from-small­
business-review-panel.pdf, last accessed on 4/28/2015 ("CFPB's Proposed Rules"). 

2 Also known as deferred deposit, deferred presentment transaction, post-dated check loan, payday 
advance, deposit advance or cash advance loan. 
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maximum number of rollovers or renewals, assets and bond requirements, and license 
and registration requirements. In certain states, such restrictions have contributed to no 
lender operating in those states.3 At the federal level, the restrictions imposed on the 
payday loans to active duty service members and their spouses, children, and other 
dependents by the 2007 National Defense Authorization Act have effectively led lenders 
to stop offering payday loans to this group. In addition, payday lenders are subject to 
various federal regulations such as The Truth in Lending Act and the Equal Credit 
Opportunity Act. 

Based on the latest data available, there were about 19,000 payday lender locations in 
36 states during 2012, each of which had, on average, about 2.5 employees involved 
directly in payday lending.4· s 

CFPB'S PROPOSED RULES 

The CFPB is considering the imposition of new rules that would place restrictions on the 
provision of certain short-term and longer-term loans. Covered short-term loans would 
include loans with maturity no longer than 45 days. The covered longer-term products 
would include loans with maturity longer than 45 days with an all fees included annual 
percentage rate greater than 36% "where the lender obtains a preferred repayment 
position by either obtaining {1) access to repayment through a consumer's account or 
paycheck, or (2) a non-purchase money security interest in the consumer's vehicle."6· 7 

Most payday loans currently offered will be considered short-term products under the 
CFPB's Proposed Rules. As a result, our study focused only on the effects of the short­
term loans provisions. 

The CFPB is considering allowing a lender to choose among two sets of restrictions: 

• The prevention (ability to repay) requirements ; and 

• The protection (alternative) requirements. 

The Prevention Requirements 

Under these rules, for each loan application, the lender must determine, for an 
underwriting period defined from the loan orig ination date until 60 days after the loan 
maturity date, that the borrower has the ability to repay the loan without reborrowing or 
defaulting, while satisfying any major financial obligations and living expenses, such as 
food and transportation. Under the ability to repay requirements, the lender would be 

3 See, for example, http://www.ncsl.org/research/financiaJ-seNices-and-commerce/payday-lending-state­
statutes.aspx, last accessed on 4/29/2015. 

4 This does not include the locations of some depository institutions that offered deposit advances, t ribal 
lenders or other entities not licensed or registered w ith state regulators to engage in payday lending. 

5 Economic Impact of the Payday Lending Industry, prepared for CFSA, Marsha Courchane and Steli 
Stoianovici, Charles River Associates, July 8, 2014. 

6 The CFPB's Proposed Rules, p. 6. 

7 The CFPB's Proposed Rules do not cover overdraft seNices, pawn loans, credit card accounts, student 
loans, and real estate secured loans. 
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required to consider, document and verify the applicant's income, credit history, financial 
obligations, including any housing payments (including mortgage or rent payments), debt 
obligations, child support or other legally required payments. The lender would also be 
required to consider the borrower's recent borrowing history, including the history with 
other payday loan lenders. A lender is prohibited from granting more than three loans in 
a sequence; with a loan sequence consists of any loan that is taken out within 60 days of 
another outstanding loan. In addition, the lender is allowed to grant a second or third 
loan in a sequence only if it can document and verify that the applicant's ability to repay 
has improved. 

The Alternative Requirements 

A lender can choose to grant a loan without meeting the ability to repay constraints if it 
meets the alternative requirements. These consist of screening requirements and 
structural limitations. In addition to verifying the applicant's income and borrowing 
history, the consumer cannot take out a loan if (i) the consumer has an outstanding 
payday loan with any lender; (ii) the loan is part of a sequence with more than three 
loans; (iii) the new loan would result in the consumer receiving more than six loans in the 
last 12 months; (iv) the new loan would resu lt in the borrower being in debt (on payday 
loans) for more than 90 days in the last 12 months. The structural limitations impose a 
cap on the loan amount {$500) and term {45 days), and require the loans in a sequence 
to taper off. The lender could either decrease the principal for the second and third loan 
in a sequence, or cou ld allow a no-cost four installments extension of the third loan in a 
sequence. 

The rules under consideration also include collection restrictions and compliance 
requirements, including written notification to borrowers prior to each attempt to collect 
payment (even though the borrower already authorized the lender for that purpose at 
orig ination). After two failed attempts to receive the loan payment from the borrower's 
account, the lender would have to obtain a new authorization from the borrower. 

METHODOLOGY AND FINDINGS 

DATA 

CRA received loan level data and financial information from a sample of small payday 
lenders which are CFSA or Financial Service Centers of America members. 

The loan level data ("Loan Data") consist of loan transactions from eight lenders and 
include information on loan characteristics and performance (loan amount, fees, loan 
date, term, the date the loan was paid), on the borrower (social security number, income, 
pay period) and on the store that originated the loan (state, zip code). Most of the 
lenders provided two years of data, for loans originated in 2012 and 2013. The Loan 
Data used in the analysis reflect 1.8 million loans to 150,000 consumers across 234 
stores and 16 states. A typical loan, as measured by the median statistic, was for $255 
with a term of 14 days and generated a $45 fee. The loans in the data we analyze are 
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typically smaller than the loans included in the data CFPB collected ($255 vs. $350).8 
However, the usage patterns are similar- see Appendix A.9 

We also received monthly Profit & Loss ("P&L") statements at store level from six small 
lenders, mostly for a 2-year period, covering about 200 stores with payday lending 
revenues across 15 states. The level of detail of each revenue or cost category 
reflected the financial reporting practices of the particular lender. For the stores 
analyzed, the revenues from payday loans represented about 92% of the companies' 
total revenues in 2013. During 2013, the stores averaged $37,000 in positive net profits 
as measured by net income. 

THE PREVENTION REQUIREMENTS 

We expect that the ability to repay requirements would require substantial changes to 
the operations of payday lenders. The CFPB envisions payday loan underwriting 
standards that appear to be more stringent than the standards used by mortgage 
orig inators. Given the typical loan size and the state specific fee caps which are 
applicable in most of the states in which the payday lenders operate, lenders may find it 
difficult to recover the additional costs generated by the compliance with the proposed 
requirements. 

We lack sufficient data to estimate how many of the loans previously granted by lenders 
would have failed to meet the prevention requ irements. In addition, these extensive 
documentation and verification requirements appear to change the product dramatically. 
As a result, estimating the demand for such a "new" product based on current payday 
loan data might be unreliable. 

THE ALTERNATIVE REQUIREMENTS 

To assess the potential impact of the alternative requ irements, we analyzed the financial 
position of the small lenders in three steps. We estimated: 

• The change in payday loan revenues; 

• The change in costs; 

• The change in net income. 

PAYDAY LOAN REVENUE CHANGES 

We estimated the change in payday loan revenues based on the Loan Data. For each 
borrower, we analyzed their loan history and determined whether or not each loan would 
have met the requirements considered. We assumed that if a loan did not meet the 
requirements that loan would not have been originated. We then compared the fees 

8 Payday Loans and Deposit Advance Products, CFPB, Apri l 24, 2013, p. 15; available at 
http :1 /files.consumerfinance. gov/f/20 1304 _ cfpb _payday-dap-whitepaper.pdf, last accessed on 
5/12/2015. 

9 CFPB Data Point: Payday Lending, The CFPB Office of Research, March 2014; available at 
http://files.consumerfinance.gov/f/201403_cfpb_report_payday-lending.pdf, last accessed on 5/1/2015. 
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hypothetically generated by the loans that met the alternative requirements with the fees 
generated by the actual loans originated and calculated the percentage change in 
payday lending revenues that can be attributed to the application of the alternative 
requirements envisioned by the CFPB's Proposed Ru les. 

To undertake this analysis, we separated the Loan Data of each borrower into two 
periods: a 12-month assessment period and a subsequent policy period. The 
assessment period started on the date of the first loan and ends 364 days later. For 
example, the 12-month assessment period that began on 1/1/2012 ended on 12/30/2012 
(since February has 29 days). The policy period for that borrower began on 12/31/2012. 
For borrowers with loans from two or more lenders in our sample, we had two (or more) 
dates that could be used to define the start of the assessment period (e.g. the loan date 
of the first loan from lender 1 or the loan date of the first loan from lender 2). We use the 
date of the earliest loan as the beginning of the assessment period. In these rare cases, 
the assessment period may be longer than 364 days. The assessment period data were 
used to determine whether a loan granted in the policy period would have met the 
proposed alternative requirements. The revenues associated with loans during the 
assessment period were excluded from the calculation of the revenue decline. The 
policy period data were used both to determine whether a loan granted in the policy 
period would have met the proposed alternative requirements and to calculate the 
revenue change. 

For each borrower, each loan in the policy period was analyzed sequentially, applying 
the following parameters to determine if the loan would have met the alternative 
requirements. 

1. We determined whether five or more loans would have been granted to the 
borrower during the 365 days preceding the date of the proposed new loan. 

2. We determined whether the duration of indebtedness exceeded 90 days in the 
365 days preceding the maturity date of the proposed new loan. A loan that 
started prior to this 365 days window contributes to this calculation only the 
number of days that are within this 365 days window. 

3. We determined if there was any loan outstanding as of the date of the proposed 
new loan. To make this determination, we calcu lated the number of days from 
the payoff of the previously granted loan. If the date paid was missing, we 
assumed the previous loan ended at the date of the proposed new loan. We 
believe this is a conservative assumption. If we had assumed that a loan with a 
missing date paid remained outstanding, then no subsequent loan would meet 
the alternative requirements, and the decrease in payday loan revenues would 
be even larger than what we report here. 

4. We determined if the proposed new loan would be the fourth in a sequence of 
granted loans. 

If the proposed new loan failed any of these four tests, we assumed the loan did not 
occur. If the proposed new loan passed these four tests, we assumed the loan 
orig inated and undertook the following analyses and adjustments. 

5. We determined if the new loan would be the first loan in a potential new 
sequence or a subsequent loan in an existing sequence based on the number of 
days from the payoff of the previously granted loan. If the new loan was part of a 
sequence, we determined its rank in that sequence - that is, whether the new 
loan was the second or third loan in the sequence. 
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6. If a new loan was determined to be the second loan in a sequence, we reduced 
its principal and fees by 33%. If the new loan was the third loan in a sequence, 
we reduced its principal and fee by 67%, consistent with the example the CFPB 
included in its Proposed Rules.1o 

7. If the principal of the new loan exceeded $500, we assumed that the principal 
would be reduced to $500 and the borrower wou ld still have proceeded with the 
loan. We adjusted the loan fee proportionally. We applied this adjustment after 
we made the adjustment described above for the second or third loan in a 
sequence. Less than 1% of actual loans in the policy period exceeded $500. 

8. If the new loan had a term greater than 45 days, we assumed that the borrower 
would still have proceeded with a 45 day loan, and we adjusted the maturity date 
to 45 days. We similarly adjusted the loan payoff date, constraining the adjusted 
payoff date to not precede the loan date.11· 12 

Based on these parameters, we determined whether each loan in the policy period met 
the alternative requirements and could have been originated under the CFPB's 
Proposed Rules and what fee revenue it would have generated. See Appendix B for a 
numerical example. 

We next estimated the decrease in payday lending revenues as the ratio of total actual 
fees less the total adjusted fees that met the alternative requirements relative to the total 
actual fees of the loans in the policy period ([actual fees- adjusted fees] I actual fees). 

Given the variation in the state level current regulatory constraints, we estimated the 
change in the payday lending revenues at the state level, based on the location of the 
store that granted the loans. 

RESULTS OF THE ESTIMATED REVENUE CHANGES 

Under the alternative requirements, the decrease in payday lending revenues varied 
across states from approximately 70% to 92%. Overall , we estimated an average 
decrease of 82% for the small lenders we analyzed. 

As we showed in Appendix C, stores in rural areas are likely to be affected more by the 
CFPB's Proposed Rules than other stores. Each point on the graphs represents a store. 
Stores in locations with relatively lower population density areas tend to have relatively 
fewer customers (see Chart 1 ). Generally, the fewer customers a store has, the larger 
the estimated decrease in its payday loan revenues, as shown in Chart 2. For example, 
among stores that experienced a greater than 90% reduction in revenue, nearly all have 
fewer than 500 borrowers. As a result, stores located in relatively more rural areas are 
likely to experience a larger decrease in the payday lending revenue under the 
alternative requirements (Chart 3). 

Consumers may respond to the CFPB's Proposed Rules in such a way that the 
reduction in revenues may exceed our estimate. For example, a consumer who is 

10 The CFPB's Proposed Rules, p. 17. 

11 This maturity reduction assumption is conservative, and given that there were just a handful of these 
loans, it does not materially change our results. 

12 As a practical matter of implementation, we made this adjustment prior to all other steps. 
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precluded by the Proposed Rules from taking out a new payday loan for six months may 
utilize alternative sources for funds and not return to the payday market. A consumer 
who is seeking a loan larger than $500 or a loan for a term longer than 45 days, but is 
precluded from doing so by the Proposed Rules, may choose not to take a payday loan 
at all. We have not attempted to estimate the potential incremental revenues lost under 
such scenarios. From this perspective, the decline in revenue that we estimated is 
conservative and actual declines may be larger. 

We have also considered, but have not quantified, certain potential indirect effects. To 
the extent payday lenders offer other products that are complementary to payday loans, 
the revenue of these other products may be reduced when fewer payday loans are 
made. For example, if a consumer is unable to take out a payday loan, the consumer 
may not purchase a phone card from the payday lender or use the payday lender's 
money transfer services. Additionally, if the consumer is precluded from taking out the 
payday loan, the consumer clearly need not return to the store to pay off the loan, and 
the payday lender's opportunity to sell other products at the time of the loan payoff is 
lost. 

COST CHANGES 

In order to understand how profits are impacted by the expected revenue reductions, we 
estimated the degree to wh ich lenders' costs would decline as revenues decrease under 
the CFPB's Proposed Rules. We used the monthly P&L statements for each lender to 
assess the degree to which their non-rent costs were fixed or variable. Based on our 
discussions with the lenders, we assumed that rent costs are invariant to revenue 
change.13 

For each lender, for each type of cost, we estimated cost multipliers that reflect the 
fixed/variable nature of the cost. A cost multiplier measures the change in that cost 
when the payday loan revenues change by $1. Cost multipliers were estimated using 
actual payday loan revenues and costs as reported on the monthly P&L's. The analysis 
reflected the manner in which each lender aggregated its cost on its P&L. The P&L's for 
the lenders in our sample reflected differing degrees of variability in their cost structures 
with respect to changes in payday loan revenues. 

While the P&L's for the lenders in our sample reflect actual increases and decreases in 
both revenues and costs, these actual changes are within a more narrow range as 
compared with the revenue decl ines we have estimated are likely to occur under the 
CFPB's Proposed Ru les. As such, this approach likely overestimates the latitude that 
they have to reduce costs when revenues decline to the degree we have estimated here. 
For example, the number of employees required to be working in each store during all 
store hours cannot fall below one. Perhaps, it would be more realistic to assume that as 
revenues decline, each lender's ability to reduce costs may be diminished. We have not 
attempted to make such an adjustment, and we believe this approach to be 
conservative. 

13 For one of the lenders in our sample, the data did not have the sufficient level of detail to be able to 
identify the rent costs. 
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NET INCOME CHANGES 

To estimate the expected changes in the net income as a resu lt of the CFPB's Proposed 
Rules, we used the store level P&L statements for 2013 for all the stores in our sample 
that originated payday loans. Some of the participants already allocated corporate 
expenses to the store level. For those that did not and provided the information needed 
to do so, we allocated corporate expenses at the store level proportionally, based on 
each store's revenue share. 

The Net Income actual = (Payday Loan Revenues actual + Other Revenues actual) 

- Costs actual 

For each store, we estimated the expected revenues under the alternative requirements 
by applying the state level payday loan revenues change (estimated based on the Loan 
Data) to the actual payday loan revenues. If the state level change in the payday loan 
revenues was estimated based on fewer than 100 borrowers, we used the estimated 
change in revenues from all states combined. 

Payday Loan Revenues CFPB = Payday Loan Revenues actual 

x (1 - %il Payday Loan Revenues) 

For each store and cost type, the change in costs under the alternative requirements 
was estimated as the cost multiplier times the change in payday loan revenues. 

Costs CFPB =Costs actual - (Payday Loan Revenues actual - Payday Loan 
Revenues cFPB) x Cost Multiplier 

RESULTS OF THE ESTIMATED NET INCOME CHANGES 

The average per store net income was estimated to decrease from a profit of about $37 
thousand to a loss of $28 thousand (e.g. a decrease of about $66 thousand). Of the 
approximately 200 stores with payday lending revenues in our analysis, 84% of the 
stores are expected to experience net losses whereas only about 24% of the stores 
experienced a loss in the absence of the proposed rule. While 16% of the stores we 
analyzed are estimated to retain positive net profits, their net profits are estimated to 
decrease by 68% on average. 

Five out of the six lenders analyzed would have experienced overall losses. For the 
sixth lender we estimated a positive net income under the alternative requ irements, but 
there are circumstances surrounding this lender that warrant additional discussion. 
Based on the lender's financial statements, we estimated a cost structure that is highly 
variable (e.g. very low fixed costs). We found that a $1 increase (decrease) in payday 
loan revenues is accompanied by a $0.86 increase (decrease) in its costs- the highest 
variable rate among the six lenders analyzed. As we have noted elsewhere in this 
report, this approach likely overestimates for all six lenders the latitude that they would 
have to reduce costs when revenues decrease to the degree we have estimated here. 
The conservative nature of this approach is most apparent with respect to th is lender. 

The negative impact on the small lenders we reported here is likely to be understated for 
several reasons, including but not limited to: 

1. The Proposed Ru les significantly limit a consumer's ability to roll over payday 
loans, and this may dampen demand to originate payday loans and/or increase 
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default rates. We have not attempted to quantify the degree to wh ich either of 
these may occur. 

2. We have made conservative assumptions about consumers' appetite to initiate a 
payday loan for amounts and durations that would be dictated by the CFPB's 
Proposed Ru les to be small/shorter than the amounts and durations for which 
they actually initiated a payday loan. 

3. We did not include the expected increase in costs due to the new compliance 
requirements. The CFPB's Proposed Rules also include collection restrictions 
wh ich may increase the costs of collection activities and could also affect the 
default rates. 

4. We have assumed that lenders will be able to continue to eliminate costs even as 
revenues fall precipitously. As discussed above, lenders' ability to reduce costs 
may decrease as certain costs categories approach natural floors, below which 
they cannot be further reduced. 

5. The six small lenders that we analyzed are likely larger than many small payday 
lenders. As such, the lenders analyzed here may have greater economies of 
scale and more capacity to adjust their cost structures, relative to other small 
payday lenders. Thus, some small payday lenders may experience larger 
decreases in profitability. 

May 12, 2015 Page 11 of 19 



CD A Charles. River 
l'C\. AssoCiates 

APPENDICES 

Appendix A. Loan Level Data: CRA vs. CFPB 

Appendix B. Alternative Requirements Example 

Appendix C. Payday Lending Revenue vs. Population Density 
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APPENDIX A. LOAN LEVEL DATA: CRA VS. CFPB 
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(1): This graph compares the distribution of loan sequences in the CRA Loan Data to those 
reported in the CFPB's data reported in its 3/2014 paper (see footnote 9). 
(2): For each lender, one year of data were included, based on the loan date. For most lenders, 
this represented 2012 loans. 
(3): In this graph only, a loan sequence and a loan sequence in default are defined as the CFPB 
does in Sections 3.1 and 3.2 of its 3/2014 paper (see footnote 9). If any of the loans in a 
sequence is in default, the entire sequence if defined in default. In the rest of the study, a 
sequence is defined as in the CFPB's Proposed Rules. 
(4): A loan sequence is given by the loans of a borrower issued by a given lender. Potential loans 
of the same borrower taken from different lenders are identified as taken by different borrowers. 
(5): Loan sequences that were originated in the first month of the 12-month data for each lender 
were not included. 
(6): A borrower can have more than one sequence. 
(7]: A loan x2 originated on or after an unpaid loan x1 is part of the same sequence as x1 . A 
loan originated after x2 is allowed to be part of a different sequence than that of x1 . 
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APPENDIX 8. ALTERNATIVE REQUIREMENTS EXAMPLE 

Policy Loan Date Due Date Date Paid Original 
Period Princ ipal 

No 1/20/2012 2/3/2012 2/3/2012 $400.00 

No 4/19/2012 5/ 11/2012 5/ 11/2012 $500.00 

No 5/11 /2012 6/8/2012 6/8/2012 $500.00 

No 6/8/2012 7/6/2012 7/6/2012 $500.00 

No 7/6/2012 8/3/2012 8/3/2012 $500.00 

No 8/3/2012 8/31/2012 8/31/2012 $500.00 

No 8/31 /2012 9/28/2012 9/28/2012 $500.00 

No 9/29/2012 10/26/2012 10/26/2012 $500.00 

No 10/26/2012 11/23/2012 11/23/2012 $500.00 

No 11/23/2012 12/21/2012 12/21/2012 $500.00 

No 12/22/2012 1/ 18/2013 1/ 18/2013 $500.00 

Yes 1/21 /2013 2/15/2013 2/15/2013 $500.00 

Yes 2/22/2013 3/22/2013 3/22/2013 $500.00 

Yes 3/29/2013 4/26/2013 4/26/2013 $350.00 

Yes 4/27/2013 5/24/2013 5/24/2013 $350.00 

Yes 4/29/2013 5/24/2013 5/24/2013 $600.00 

Yes 5/29/2013 6/21/2013 6/21/2013 $600.00 

May 12, 2015 

Principal Original 
Fees 

$400.00 $87.53 

$500.00 $128.01 

$500.00 $128.83 

$500.00 $128.83 

$500.00 $128.83 

$500.00 $128.83 

$500.00 $128.83 

$500.00 $128.69 

$500.00 $128.83 

$500.00 $128.83 

$500.00 $128.69 

$500.00 $128.42 

$500.00 $128.83 

$350.00 $90.18 

$350.00 $90.08 

$500.00 $154.10 

$500.00 $153.78 

Fees Sequence Number Loan Not Granted Reasons 
Number in a Granted 

Sequence 

$87.53 1 Yes 

$128.01 2 1 Yes 

$128.83 2 2 Yes 

$128.83 2 3 Yes 

$128.83 2 4 Yes 

$128.83 2 5 Yes 

$128.83 2 6 Yes 

$128.69 2 7 Yes 

$128.83 2 8 Yes 

$128.83 2 9 Yes 

$128.69 2 10 Yes 
4th or more In in the 

$128.42 No 
same seq I 
NbrLnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 
4th or more In in the 

$128.83 No same seq I 
NbrLnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 

$90.18 No NbrLnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 

$90.08 No NbrLnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 

$128.42 No NbrLnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 

$128.1 5 No NbrLnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 
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Policy Loan Date Due Date 
Period 

Yes 6/21 /2013 7/19/2013 

Yes 7/ 19/2013 8/16/2013 

Yes 8/28/2013 9/25/2013 

Yes 9/28/2013 10/25/2013 

Yes 10/28/2013 11/22/2013 

Yes 11 /22/2013 12/20/2013 

Yes 12/21/2013 1/17/2014 

Notes 

Date Paid Original Principal 
Princ ipal 

7/19/2013 $600.00 $500.00 

8/16/2013 $600.00 $500.00 

9/25/2013 $600.00 $500.00 

10/25/2013 $600.00 $500.00 

11/22/2013 $600.00 $500.00 

12/20/2013 $600.00 $333.33 

1/17/2014 $775.00 $166.67 

Orig inal Fees Sequence Number Loan 
Fees Number in a Granted 

Sequence 

$154.60 $128.83 No 

$154.60 $128.83 No 

$154.60 $128.83 No 

$154.43 $128.69 No 

$154.10 $128.42 3 1 Yes 

$154.60 $85.89 3 2 Yes 

$199.48 $42.90 3 3 Yes 

(1): "4th or more In in the same seq" = If granted, the loan would have been the 4th or more loan in the same sequence 

(2): "NbrlnsPr12mo > 6" = If granted, there would be more than six loans in the last 12 months. 

(3): "DayslnDebtPr12mo > 90" = If granted, the borrowers would be more than 90 days in debt in the last 12 months. 

(4): For this borrower, the first loan date in the data we received from his lender+ 365 = 12/30/2012 

Not Granted Reasons 

NbrlnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 

NbrlnsPr12mo > 6 I 
DayslnDebtPr12mo > 90 

DayslnDebtPr12mo > 90 

DayslnDebtPr12mo > 90 

(5): The actual fees during the policy period were $1 ,871.80. We estimated that the alternative requirements fees during the policy period would 
have been $257.21. 
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APPENDIX C. PAYDAY LENDING REVENUE VS. POPULATION DENSITY 

Chart 1. Store Size vs. Store Population Density 
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(1): The number of borrowers is the average number of borrowers per one year of data. 
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Chart 2. Change in Payday Lending Revenues vs. Store Size 
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Chart 3. Change in Payday Lending Revenues vs. Store Population Density 
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ABOUT THE FINANCIAL ECONOMICS PRACTICE AT CHARLES RIVER 
ASSOCIATES 

With years of experience as academics, bankers and consultants, members of CRA's 
Financial Economics team provide economic and financial analysis and advice to 
financial institutions, financial regulators, and law firms representing financial 
institutions. Our experts are skilled in quantitative modeling and econometrics, 
particularly as applied to issues in credit and compliance risk in primary and 
secondary consumer lending markets. To learn more about the practice, visit 
www .crai. com/financialeconom ics. 

Contact 
Marsha J . Courchane, PhD 
Vice President and Practice Leader 
Washington, DC 
+ 1-202-662-3800 
mcourchane@crai.com 

The conclusions set forth herein are based on information provided by CFSA 
members, on independent research and publicly available information. The views 
expressed herein are the views and opinions of the authors and do not reflect or 
represent the views of Charles River Associates or any of the organizations w ith 
which the authors are affiliated. Any opinion expressed herein shall not amount to 
any form of guarantee that the authors or Charles River Associates has determined 
or predicted future events or circumstances and no such rel iance may be inferred or 
implied. The authors and Charles River Associates accept no duty of care or liability 
of any kind whatsoever to any party, and no responsibility for damages, if any, 
suffered by any party as a result of decisions made, or not made, or actions taken, 
or not taken, based on this paper. Detailed information about Charles River 
Associates, a registered trade name of CRA International, Inc., is available at 
www.crai.com. 

Copyright 2015 Charles River Associates 
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Via email: cfpb payday sbrefa@cfob.gov 

RESS 
ASH 

Manageh1ent. LLC 

Small Business Advisory Review Panel Members 
On Potential Rulemakings for Payday, Vehicle, Title, 
And Similar Loans 
c/o Consumer Financial Protection Bureau 
1700 G Street, N.W. 
Washington, DC 20552-0003 

Re: Written Comments of Small Entity Representative Paul M. Hoffer 

Dear Members ofthe Small Business Advisory Review Panel: 

May 13, 2015 

Thank you for the opportunity to participate as a Small Entity Representative ("SER") in 
the Small Business Advisory Review Panel for Potential Ru1emakings for Payday, Vehicle Title, 
and Similar Loans ("SBAR Panel"). I am an owner and Chief Financial Officer ofXpress Cash 
Management, LLC, headquartered in Wisconsin. Xpress offers payday loans in Idaho, Michigan 
and Utah, single payment short term title loans in Idaho and Utah, installment style title loans in 
Arizona, and unsecured installment loans in New Mexico and Wisconsin. Xpress is a small 
business, with $9.2 million in annual revenue in 2014 and 136 employees; it has been in business 
15 years. 

While I appreciate the effort the CFPB has made in its Outline of Proposals Under 
Consideration and Alternatives Considered ("Proposal") and the Bureau's willingness to share it 
with the SERs, I am very concerned about a number of aspects of the Proposal as well as with 
many missing elements that undermine my and other SERs' ability to offer meaningful feedback. 
As discussed below in more detai~ my concerns include the Proposal's lack of data or analysis of 
critically important matters, such as its conclusory assumption ofharm to consumers, its reliance 
on large entity rather than small business data, its failure to consider impacts on consumers - and 
particularly those in rural and underserved conununities - resulting from the large-scale, forced 
removal of these products from the marketplace, and the absence of consideration of existing 
state laws and regulations, including both conflicts between state laws and the CFPB's Proposal 
and "lessons learned'' from unintended consequences of certain state programs. 

Cor]JOI'2k! ODice: .5920 North 3!1' Anmue, Suite 1• W.ausau, Wucon.uD .54401-8947 
Phone: 71.5.675.9300 • F:u: 715.67.5..5900 



These issues are more than just details to be added when the CFPB moves to propose a 
rule. The absence of these essential components from the Proposal the Bureau has presented to 
the SERs undercuts their ability to offer the type of feedback that it is my understanding the 
Small Business Regulatory Enforcement Fairness Act ("SBREF A") was enacted to bring into the 
rulemaking process. Because of these critical missing pieces, I urge the CFPB to reconsider its 
Proposal in light ofthe many concerns that have been raised, revise its approach, and resubmit it 
to the SERs for a more informed SBREFA review. 

Specific Concerns with the Proposal as Presented to the SERs 

Assumption ofhann rather than data and analysis. The Proposal contains no data or 
analysis of the harm ("substantial injury," to use the language ofthe Dodd-Frank Act) it assumes 
is caused by the covered products. Instead of data, the Proposal relies on assumptions and 
conclusions to support severe, far-reaching measures that it projects will result in small business 
revenue reductions of59-84%. Ajust-published Clarity data run, using the CFPB's approach 
with a much larger data se4 shows revenue reductions of at least 70%, even under optimistic 
assumptions, according to an analysis published by former CFPB Assistant Director Rick 
Hackett. (See https:l/www.nonprime 1 0 l .comfhlog/clarity-analysis-confinns-cfub-simulationl, 
and embedded link to Clarity data) As discussed below, by either measure this magnitude of 
lost revenues understates the true impact that small businesses will experience. but even this 
estimate means that essentially no small businesses will continue to be able to offer these 
products. ln response to repeated requests during the CFPB's pre-meeting SER calls for the 
basis of its conclusions ofharm, Bureau spokesmen variously refused to answer - saying this 
information would be provided in the proposed rule - or spoke generally ofthe Bureau's "White 
Paper,'' "Data Point," or the "Pew Report." From my examination of these documents, it appears 
that the White Paper and Data Point rely on the Pew Report, so really the basis for the Proposal 
is that report. I am aware of convincing criticism oft he Pew Report (see attached .. CFSA 
Response to PEW Research on Payday Loans,'' Attachment 1), and question the Bureau's 
decision to base its Proposal on this research. In any event, I object to the Bureau's expectation 
that the SERs should provide comment on a Proposal that does not set forth transparently and 
objectively its detailed support for the consumer harm it plans to address through the excessively 
harsh measures in the current Proposal. 

At the same time that it fails to lay out the basis of its conclusion of consumer hann, the 
Proposal adds insult to injury by avoiding any analysis of the adverse impacts that consumers 
will have to deal with if these products are not available to them. Failure to examine~ or even 
acknowledge, this important factor seems unbalanced and unfair. Even the Bureau's simulations 
make clear that few small lenders - and presumably only a minority oflarge lenders, on whose 
data the projections were based- will survive implementation of the Proposal. The Proposal 
euphemistically refers to this result as "substantial consolidation in the short-tenn payday and 
vehicle title lending market" (Proposal, p. 45), but what it really means is widespread closures 
and removal of these products from the marketplace. Many studies have examined the negative 
results for consumers of eliminating legitimate, state-regulated short-term credit options and 
forcing those who need loans to seek less desirable alternatives. (For example, Jonathan 
Zinman, "Restricting Consumer Credit Access: Household Survey Evidence on Effects Around 
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the Oregon Rate Cap," see Attachment 2.) At a minimum, the Bureau owes it to the SERs to 
include a careful analysis of these consequences in soliciting our input on the Proposal 

Inappropriate use of large-entity data to estimate impacts on small businesses. As noted 
above, the Proposal uses data obtained from large storefront .lenders in the supervisory process 
(Proposal, p. 40) to project impacts on small businesses. While these estimates show very severe 
effects, the Bureau acknowledges that they understate the likely outcomes in terms of small 
lender survival. My company was one of six smail businesses that contributed data to a study 
undertaken by Charles River Associates (CRA) to develop a more targeted analysis, based on the 
financial experience of234 stores in I 5 states over a two-year period. The CRA study, which 
will be submitted by another SER whose company also took part in the study, shows that overall 
the small business stores would see an 82% (ranging from 70 to 92%) revenue drop under the 
most optimistic scenario. A former CFPB regulator notes in a recent publication that the Bureau 
typically estimates storefront payday Joan return on investment at 15%, and goes on to question 
whether any retail business with fixed costs could absorb a revenue reduction in ranges above 
70% (Rick Hackett, "Clarity Analysis Confirms CFPB Simulation," 
https://www .nonprimc I 0 l .comlblog/clarity-analysis-confrrms-cfj>b-simulat ionD. The CRA 
analysis, based on actual small business data, finds losses that would be unsustainable for 
continued business operations. 

Lack of consideration of disproportionate impacts on rural and underserved communities. 
The Dodd-Frank Act requires the Bureau to consider the impact of its actions on rural and 
underserved communities, but the Proposal includes no data or analysis ofthis issue. Many 
SERs raised this concern at the April 29 meeting, and it applies to my company' s customers as 
well. By my calculation, 50% of our 60 stores are in rural areas, and the lost revenue impact that 
will result from the Proposal will fall disproportionately on these locations (assuming any of our 
stores survive at all). No other products are positioned to fill the gap that will result, and the 
consequences will be greatly reduced access to credit in rural and underserved communities. 

Conflicts with state law. As noted above, our company currently operates in six states 
and offers a variety of products in these states. This footprint requires me to understand and 
ensure compUance with multiple laws and regulations, and their evolving requirements. 1 was 
surprised and disappointed that the Bureau did not examine the existing laws in the many states 
that regulate these products before sending the Proposal to the SERs for feedback. I believe it 
was premature to convene this SBREF A review before conducting this analysis, which in my 
view would have produced a much more informed and realistic approach for the SERs to 
consider. 

If the Bureau had analyzed state laws, it would have discovered that in some states the 
Proposal will conflict with state requirements, creating an impossible situation for lenders who 
must operate under state law. In Michigan, for instance, the state's deferred presentment service 
transaction law includes specific rules on when and how an extended repayment plan ("EPP") 
"must be" or "can be" offered to a borrower. Michigan requires that an EPP be offered when a 
borrower has had eight transactions, from all lenders, within the last twelve rolling months. The 
Proposal would require an EPP after only three transactions, contrary to the Michigan 
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requirements. In addition, Michigan specifies that the EPP be structured as three equal payments 
due on the borrower's next three pay dates and sets an EPP fee of$16. The Proposal, by 
contrast, would require the EPP to be in four payments and bars any fee. As another example, 
Michigan does not allow lenders to offer installment loans. The Proposal suggests that payday 
lenders that will be unable to operate under the Proposal's requirements could survive by 
diversifying, presumably into installment loan lending (Proposal, page 45), but this will be 
impossible under Michigan law. These facts raise questions in my mind: How would a lender 
comply with these confl icting requirements? Would the CFPB preempt Michigan's 
requirements? What is the impact on the Proposal's cost impact assessment if its survival plan 
for payday lenders is not possible under Michigan law? More broadly, has the Bureau 
considered the Michigan approach as potentially meeting the consumer protection concerns it is 
seeking to address and a better alternative that the Proposal? 

I am aware of similar concerns regarding conflicts between Colorado ' s requirements and 
the Proposal. as outlined in the attached letter from Chris Rockvam, president ofthe Colorado 
Financial Service Centers Association (attachment 3). Mr. Rockvam points out that the 
Proposal's provisions for longer-term loans under the alternative payment-to-income ("PTI'') 
approach conflict in two ways with Colorado's requirements: 

By limiting the number of loans that a consumer can initiate within a rolling twelve 
month period of time to two loans, it would not only have a negative effect on the 
lenders, but ultimately the consumers. Under current Colorado law, all fees and interest 
are earned on a pro-rata method, except for a monthly maintenance fee that accrues 
monthly beginning at the end of the second month until the loan is paid in full. 
Therefore, if the customer pays off their loan before the end of the second month, they 
pay considerably less than if the loan went the full tenn. For example1 if a person takes 
out a $500 loan and then pays off the account in fourteen days after initiating the loan the 
total finance charge is $ 10.06 on average. However, if that same $500 loan goes the 
entire 6 month tenn the total finance charge will be $288.69. By limiting the number of 
loans an individual can initiate in a year it may encourage consumers to keep their loans 
out for a longer period oftime because they are aware that they will only be ab1e to use 
the service twice in a given year. Colorado law allows the customer to make their own 
financial decisions and utilize our loan services whenever it is needed. Under the 
proposed regulations by the Bureau, if a person were to take out a loan in January to 
cover a medical expense and payoff the loan within a month, then takeout a loan in June 
to pay for rent and payoff the loan within two months1 and then attempt to take out a loan 
in November for new snow tires so that they can get to work, we as the lender would not 
be able to help them in their time of need for that third loan request. As small business 
owners we would be harmed because we would have to turn the customer away and 
instruct the consumer that they won 't be able to take out another loan since they already 
had two loans in the last twelve calendar months. 

The illustration above is one example in which he CFPB proposal would not easily co­
exist with Colorado law and prompts many unanswered questions. For instance, under 
the "Maximum PTI" loan section, the CFPB state that loans must have a "duration 
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between 45 days and six months." However, here in Colorado the minimum loan term is 
six months. The majority of our loans range between six and seven months so that 
payments coincide with the consumer's paydays. Would the CFPB proposal mean that 
Colorado lenders can only issue loans for exactly six calendar months or can loan terms 
be six months and 15 days, or six months and 21 days etc.? There will once again be 
inherent problems with limited loan terms to exactly six months because it will cause 
payments to fall on arbitrary dates that don't coincide with the consumer's paydays. This 
will cause an increase in defaults and additional charges to accrue for the customers due 
to insufficient funds fees from the lender and their banking institution. [Attachment 3, 
pages 2-3.] 

Once again, I am concerned that, before soliciting SER feedback, the Bureau did not 
carefully analyze existing state laws to identify situations where conflicts would arise with the 
Proposal and provide a transparent explanation ofhow these inconsistent requirements would be 
reconciled. It is not enough, as the Bureau has typically responded to this issue, to say that the 
Proposal would merely "set a floor" and that states can impose further requirements. Where a 
lender cannot satisfy both sets of regulatory demands, the Bureau cannot simply disregard the 
problem 

"Lessons learned" from state law programs. Previously adopted state programs have 
demonstrated that many businesses, especially small lenders, will go under even with approaches 
less onerous than the Proposal. Our - and others' - experience with Washington State's law, and 
information I have reviewed on Colorado's requirements, make clear that well-intentioned 
measures can have devastating effects on small businesses and drastically reduce access to credit 
to consumers. 

• Washington State. Under Washington's law, beginning on January 1, 2010, 
borrowers were limited to eight loans in any twelve-month period from all 
lenders. The limit is enforced by an external electronic database to which all 
licensees are required to report all small Loans. As a result of this regulation, total 
locations have plunged from 603 in 2009 to 174 in 2013. (Washington State 
Department ofFinanciallnstitutions 2013 Payday Lending Report.) The number 
of small loans has dropped form 3,244,024loans (representing $1 ,336,028,845) in 
2009 to 87 1,801 loans (representing $33 1,430,078) in 2013. My company was 
forced to close all five of our stores in Washington, four immediately and the fifth 
after a sustained effort to keep it open failed. A fellow small business lender, 
Kevin McCarthy, has provided a Jetter that lays out the impacts of the Washington 
law on his company (Attachment 4). 

Going into Januaryof2010, we knew there was going to be [a] scramble 
for customers as the database was put into effect. We also knew there 
would be heavy losses before the dust settled. rt was far worse than we 
had modeled. We expected a 30% loss in revenue but saw over 60% 
immediately. T scrambled to find ways to keep the company alive, closing 
l 0 stores almost immediately, hoping that the customers form those 
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Locations would move to those that I kept open. It didn't work. Within 4 
months, my company that I had spent my adult life creating, where I had 
invested all of my assets, was suddenly gone and in receivership. My 
company that showed retained earnings of nearly $6 million on December 
31, 2009 had been completely liquidated and I was left with nothing. 

Even more tragic were my employees, many of whom had spent 10 plus 
years working with me, were out of work in the height of the recession 
and for the most part were unable to find anything close to the 
employment opportunity they had while working with me. It was amazing 
how many of those employees were still receiving unemployment benefits 
2 years later! I know of several old employees who lost their homes, 
having to move in with relatives as a result of unemployment. It was and 
is tragic in so many ways. 

Additionally, there were the thousands of customers impacted by the new 
legislation. We had hundreds of customers go into default the first month 
of201 0. The database locked them out of the system. They couldn't get 
the money they needed and so they defaulted. There is no question their 
credit scores were impacted as they chose to give up on repaying their 
outstanding loans after seeing that we were out ofbusiness. Our state bas 
also seen a huge increase in the number of customer complaints about 
Internet lenders since the legislation went into effect. These complaints 
are not coming from the licensed Internet lenders; they are coming from 
the off-shore lenders who don't follow any of the laws in our state or 
country with respect to payday loans. The consumers can't differentiate 
between the good guys and bad and end up getting in very desperate 
situations from these lenders. The Department of Financial Institutions 
(DFI) does not have the ability to stop the offshore lenders and advises 
consumers not to repay loans from unlicensed lenders. This is of no help 
to someone who has had their account hit every payday for months and 
months, without having the ability to pay back the principal (the loan is 
setup that way, even if they have the money to repay, they can 't). The 
damage continues unless they close their bank account and DFI has no 
way of closing these bad guys down. [Attachment 4, page 2.] 

Mr. McCarthy and I are not alone in our concerns about the negative 
lessons learned from the Washington legislation. Even the Chairman of 
Washington State's House Business and Financial Services Committee, State 
Representative Steve Kirby, who facilitated the negotiations on that legislation, 
has now come forward to question its wisdom, saying "unfortunately, we ... 
passed an arbitrary eight-loan cap on the number of loans to a consumer annually 
which I believe has proven to be too severe, and leaves consumers with no place 
to go once they reach the cap, other than the unregulated internet market." 
Washington State is working on addressing this mistake, and with the state's 
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experience in mind Chairman Kirby has registered "strong opposition" to the 
CFPB's proposals, pointing out the conflict between the state law's effort to 
balance consumer protection and access to credit and the Bureau' s approach, 
which he believes will "do great harm." 

In a May 12, 2015 letter to Director Cordray, Chairman Kirby directly 
states, "your proposals seem to ignore the hard work we have undertaken to 
achieve the balance of consumer protections and consumer choice in Washington 
and frankly, appear to me to be designed to do away with the industry altogether." 
While 1 may not agree with Washington State's existing or revised approaches, the 
point remains that even a supporter of one of the harshest state initiatives in the 
country is publicly raising concerns about unintended adverse consequences to 
consumers and asking the Bureau to "reconsider the proposals you rolled out Last 
month." (See Attachment 5.) A separate letter to Director Cordray from 
Chairman Kirby's Senate counterpart, Senator Don Benton, Chair of the 
Washington State Senate Financial Institutions and Insurance Committee, 
expresses the same objections and was forwarded to me by Senator Benton for 
inclusion with my comments. (See Attachment 6.) 

• Colorado. Colorado 's new law took effect in 2010, and essentially eliminated the 
payday loan product, forcing consumers to use instead a state-mandated 
installment loan product. The attached letter from Cluis Rockvam, President of 
the Colorado Financial Service Centers Association and a smaU business lender, 
describes the impacts of the Colorado law: 

The new six month installment loan product became law in October 20 l 0 
and it had a profound effect on the number of locations offering loans 
within the state of Colorado. As per the Deferred Deposit/Payday Lenders 
Annual Report issued by the Colorado Attorney General' s Office for the 
20 I 0 calendar year. the number of licensed locations was 410. The most 
recent report issued by the Attorney General's office for 2013 states that 
the number oflocations has shrunk to 260. This represents a 36.5% 
decrease in the number of stores within the state of Colorado that were 
forced to close as a direct result of the change in payday lending laws that 
were enacted in 2010. Small business owners like our family have been 
hit the hardest by this change in law since 2010. My family was forced to 
c lose two of our five locations and Ia yo ff 40% of our work force when the 
new law took effect in October 201 0. 

Perhaps the most telling sign that small business owners were impacted by 
the new law can be referenced in the Annual Report issued by the 
Colorado Attorney General ' s office. As of201 0 the report indicated that 
there were 65 individual lenders, as of2013 that number was reduced to 
39. This represents a 40% decrease in the number of indiv idual owners 
within the state of Colorado. While a few large national companies closed 
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all their location[s] and left the state after 2010, the vast majority of the 26 
lenders that are no longer in business were small business owners. 
[Attachment 3, page 2.] 

One size does not fit all. It is clear to me that the multiple products the Proposal plans to 
cover are very different, and that these differences only multiply once the impact of varying state 
laws is taken into account. The Proposal includes insufficient analysis of payday loan products, 
as discussed above, but when it comes to title and installment products, even less has been done. 
Products that the Proposal covers, or that were represented among the SERs, such as credit union 
and community bank loans, are very different from products offered by nondepository 
institutions, and the business models for these differing entities vary significantly. For example, 
credit unions are non-profit entities, and it would make no sense for a for-profit business to 
operate under rules designed for a non-profit lender. 

fn my view, the Proposal provides an inadequate basis for optimal SER feedback because 
of its firilure to analyze the issues using a product-by-product, state-by-state approach. The 
Bureau's decision to proceed this way set the stage for a premature SBREF A review. 

Alternatives that should be considered. SBREF A requires the CFPB to consider 
alternatives that would satisfy its regulatory objectives but impose less burden and cost. Based 
on my experience, 1 urge the Bureau to consider Michigan's and Utah's approaches. 

• Michigan. Michigan's law was sponsored by an inner-city African American who 
sought a balance between protecting the jobs of constituents and providing for a 
tightly structured, highly regulated industry. The primary goal of this legislation was 
to prevent a customer from having multiple loans. The law requires ability to repay 
underwriting using a real-time database. Borrowers are limited to a maximum $1200 
in outstanding loans but cannot have more than one loan with any single licensee. 
Rollovers are not permitted. Borrowers are eligible for an EPP after eight loans. 
While this new taw was tough, and resulted in some lenders ' exit from the 
marketplace, 1 believe it strikes a workable balance between consumer protection and 
lender survival ensuring consumer access to credit. 

• Utah. The major change to Utah's law in 2014 was the mandatory offering of an EPP 
after the customer has had a loan fur 70 days. If the borrower refuses the EPP, he or 
she must pay off the loan and wait one business day before taking out a new one. 
Lenders must determine ability to repay by income verification or credit bureau 
report, and the borrower must sign an affidavit stating he or she has the ability to 
repay. Rollovers must be requested by the borrower. The law also requires that the 
lender must accept a partial payment on the original sum and can renew with a 
smaller balance for the subsequent loan. The EPP must include four payments over at 
least 60 days> with a $20 default fee. As was the case in Michigan, this new law was 
not workable fur some lenders, but for most companies, even small businesses like 
mine, it provides a path forward that allows for consumer protection and survival of 
loan products that OW' customers need and want. 
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Conclusion 

I appreciate the chance to serve as a SER in this important Small Business Advisory 
Review proceeding. These written comments contain my expanded views, in addition to the oraJ 
comments I made at the April 29 meeting, with supporting documentation. I am very concerned 
that the Proposal the SERs received was not ready for our review and feedback. Many critical 
elements were missing. as discussed above. 1 am convinced that if the CFPB were to take into 
accotmt the recommendations for additional steps that are needed and resubmit a revised 
Proposal to the SERs, it would receive higher quality feedback on the impacts on small 
businesses and ways to achieve the Bureau's objectives while creating less burden and cost. 
Those improvements would also benefit the consumers the Bureau is committed to helping, and 
in particular, ensure that consumers, especially those in rural and underserved communities, have 
access to credit. As matters stand currently, without substantial revisions, a Proposal that was 
intended to help consumers will hurt them instead. 

Sincerely, 

Paul M. Hoffer 
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CFSA Response to PEW Research on Payday Loans 
October 2012 

 
A report from the Pew Charitable Trusts’ Safe Small-Dollar Loans Research Project, “Payday Lending in 
America: Who Borrows, Where They Borrow, and Why,” in July 2012 is the first in a planned series exploring 
the small-dollar, short-term lending marketplace and consumers’ experiences. While CFSA applauds Pew’s 
efforts to promote a greater dialogue about consumers’ credit needs and the role of non-bank lenders in 
providing payday advances, we believe there are several key areas of Pew’s research that are inconsistent with 
other industry research and not representative of CFSA members’ customers and their experiences with payday 
loans.  
 
Methodology 

 
While Pew states that their research is based on “demographic data derived from 33,576 responses,” it is 
important to point out that findings related to payday loans are derived from only 451 actual Pew interviews or 
from prior non‐Pew research, much of it from 2007. Therefore, it is important for readers of this research to 
understand the true sample size is 451 responses. 
 
Further, the 451 Pew interviews include research on consumers who took out a payday loan within the last five 
years. Because Pew chose to include consumers who have taken a payday loan up to five years prior, the 
research is largely based on timeworn memories and in many instances does not reflect events related to the 
timeframe that the consumers took the payday loan (i.e. renters vs. homeowners, income, age, employment 
status, states where the loan was made, etc.). 
 
In addition, it is statistically invalid and inappropriate to conclude that responses gathered from a phone survey 
are indicative of individuals’ actual financial behavior and true data. Since the report was entirely based on 
these telephone conversations, there were no steps taken to ensure the validity of respondents’ answers. 
 
Finally, Pew’s attempt to analyze state-by-state usage is inadequate given that Pew’s average per-state sample 
is nine respondents, which is much too small to be statistically valid. 
 
Key Findings 
 

1. Who Uses Payday Loans? 
 

Pew’s survey led it to conclude that five groups have higher odds of having used a payday loan: those 
without a four-year college degree; home renters; African Americans; those earning below $40,000 
annually; and those who are separated or divorced. 
 
However, a study titled, An analysis of Consumers’ Use of Payday Loans, by Gregory Elliehausen of 
George Washington University, describes the demographic characteristics of payday loan customers 
somewhat differently. 
 
In his analysis of income levels, Elliehausen found “A large percentage of payday loan customers 
had higher incomes. Thirty-nine percent of payday loan customers had incomes of $40,000 or more, 
about a quarter had incomes of $50,000 or more, and 8.9 percent had incomes of $75,000 or more.” 



Additionally, he wrote “…It is notable that the higher income customers (income ≥ $50,000) are a larger 
share of payday loan customers than lower income (income < $15,000) customers.”1 
 
He also concluded that payday loan customers have achieved a higher education level than the 
national average, according to data from the U.S. Census. In fact, 90 percent of customers have a high 
school diploma or better, with 54 percent having some college or a degree.2 
 
And while Pew correctly noted that a disproportionate number of payday borrowers, relative to the U.S. 
population, are African American, they failed to control for financial variables such as net worth, debt or 
income, and whether the borrower had been turned down for credit in the past five years. Had Pew done 
so, there would have been no significant correlation with race. 
 
 

2. Why do Borrowers Use Payday Loans? 
 

Most customers use payday advances responsibly to help them cover unexpected costs and manage 
periodic financial difficulties. According to industry surveys conducted by CFSA member companies, 
the typical customer uses our product eight times over the course of a year, and they use the service for a 
relatively short period of time – weeks or months, not years. 
 
The Pew study reports that most borrowers use payday loans to cover ordinary living expenses, not 
unexpected emergencies. However, our members’ customers experience various types of financial 
shortfalls, and they may choose a payday loan to cover an emergency expense or manage recurring bills 
in the wake of a temporary change in circumstances. In our current economy and constricted credit 
market, it is critical that consumers have the credit options they need to deal with these challenges. 
 
Pew also asserts “the payday lending market does not function as advertised,” and that product usage is 
continuous; yet, Pew provides no evidence to support that argument, nor does any exist. With respect to 
length of use, Pew’s study fails to address whether consumers really need a longer-term product but 
choose payday because there simply is no longer-term credit option available. And, importantly, Pew’s 
study does not provide evidence that consumers who use the product longer experience a welfare 
detriment relative to shorter-term users. Research has revealed that nearly all payday loan customers 
have a clear understanding of the charges and terms associated with their loan before taking it out3. 
 
In examining why borrowers choose payday loans, the Pew study also fails to consider some of Pew’s 
own research on checking accounts and overdraft protection. For instance, reports in 2011 and 2012 
from the Pew Health Group found that consumers are not adequately informed of their bank’s overdraft 
practices, including costs, due in part to banks’ opaque disclosure agreements. Pew also found banks’ 
overdraft fees to be disproportionately high compared to the median overdraft amount, and that, within 
the past year, over half of respondents overdrafted two to five times, and 14 percent overdrafted six to 
10 times.  
 
In comparison, consumers bounce checks and use overdraft protection at higher rates than they use 
payday loans. By not examining payday lending within the context of other popular short-term credit 
options such as overdraft fees, Pew paints an incomplete picture of the consumer financial services 
landscape. 
 
 
 

                                                 
1 Elliehausen 
2 Elliehausen 
3 Elliehausen 



3. What Would Borrowers Do Without Payday Loans?   
 
Pew’s research indicates that 81 percent of borrowers say they would “cut back on expenses” if payday 
loans were not available. It also indicates that a majority of consumers would also “delay paying some 
bills” or “borrow from family or friends” – even though “Deborah,” the case study in their research, 
indicated that she “didn’t want to ask somebody for it.” 
 
Research has shown that in the absence of payday loans consumers may fall further behind on their bills 
which subsequently could impact their credit score. In a recent study from the Federal Reserve of 
Kansas City examining the unintended consequences of restricting payday lending, the Bank concluded 
that such restrictions can adversely affect consumers, and demonstrate that payday loans are a cost-
competitive option. The Bank reports that without access to payday lending, consumers may have 
limited ability to maintain formal credit standing, may have inadequate access to credit or may resort to 
more costly credit alternatives. 
 
In the Federal Reserve Bank of New York’s 2007 study titled, Payday Holiday: How Households Fare 
after Payday Credit Bans, researchers found that consumers in Georgia and North Carolina where 
payday lending has been banned are not better off: they bounce more checks, complain more about 
lenders and debt collectors and file for Chapter 7 (“no asset”) bankruptcy at a higher rate.4 

 
 

4. Does Payday Lending Regulation Affect Usage? 
 
Unfortunately, the report also fails to adequately explore consumers’ persistent credit needs in the 
absence of payday loans, including as a result of restrictive regulation, as well as the unintended 
consequences of such regulation.  
 
In the study The Case Against New Restrictions on Payday Lending, Todd J. Zywicki of George Mason 
University’s Mercatus Center concludes, “Economic theory and empirical evidence strongly suggest 
that…paternalistic regulations would make consumers worse off, stifle competition, and do little to 
protect consumers from concerns of over indebtedness and high-cost lending.”5 
 
Furthermore, “Deprivation of access to credit could cause substantial economic and personal harm if it 
forces the consumer to go without the means to meet necessary expenses such as medical care, car 
repairs, living expenses, rent, or work-related expenses such as transportation or appropriate work 
clothing.”6 
 
This research also found “[E]fforts by legislators to regulate the terms of small consumer loans (such as 
by imposing price caps on fees or limitations on repeated use “rollovers”) almost invariably produce 
negative unintended consequences that vastly exceed any social benefits gained from the legislation.”7 

 
 
 
 

                                                 
4 Morgan, D.P. & Strain, M. (2007). Payday Holiday: How Households Fare after Payday Credit Bans. Federal Reserve Bank of New York. 
5 Zywicki citation 
6 Zywicki citation 
7 Zywicki citation 



Colorado financial Service Centers Association 
P.O. Box 11584 
Denver, CO 80211 

Paul Hoffer 
Xpress Cash Management, LLC 
5920 North 39111 Avenue, Suite 1 
Wausau, W1 5440 1 

May7,2015 

Re: Small Business Regulatory Enforcement Fairness Act Panel on Payday and Installment 
Loans 

Dear Mr. Hoffer, 

My name is Chris Rockvam and I am the current presidentofthe Colorado Financial Service 
Centers Association (COFiSCA). I know that you participated as a Small Entity Representative 
in the recent SBREF A Panel. As such, I am as Icing you to communicate to the CFPB the severe 
impact that Colorado's 20 I 0 law had on independent small businesses in our state. Additionally, 
I have questions for the CFPB about how its proposal would co-exist with current Colorado state 
law. 

COFiSCA represents the majority of supervised lenders in Colorado that service the citizens of 
our state by offering small loans up to $500 with a minimum six month tenn. I have held the 
position of president of our association for the past two years (2014-20 15) and prior to that I was 
the treasurer for a span of eleven years (2003-2013). My family currently owns and operates 
three licensed locations along the Northern Colorado Front Range. My father and mother opened 
our first location in Fort Collins, Colorado in September 2000. 

During my time of being actively involved in the industry, 1 have seen many changes, but none 
have had a greater impact than when t11e Colorado state legislature changed our loan product from 
a payday loan with a maximum term of forty days to having a minimum term of six months. In 
addition to the change in the length of the loan, the fee structure was also greatly modified. 
Under the old payday loan model within the State of Colorado prior to 2010, a lender would earn 
$75 on a $500 loan every two weeks the loan was outstanding depending on when the individual 
was paid. Since the new law was enacted in 2010, it now takes approximately two months to earn 
that same $75 on a $500 loan. 



The new six month installment loan product became law in October 2010 and it had a profound 
effect on the number of locations offering loans within the state of Colorado. As per the Deferred 
Deposit/Payday Lenders Annual Report issued by the Colorado Attorney General's Office for the 
201 0 calendar year, the number of licensed locations was 410. The most recent report issued by 
the Attorney General's office for 2013 states that the number of locations has shrunk to 260. This 
represents a 36.5% decrease in the number of stores within the state of Colorado that were forced 
to close as a direct result of the change in payday lending laws that were enacted in 2010. Small 
business owners like our family have been hit the hardest by this change in law since 2010. My 
family was forced to close two of our five locations and layoff 40% of our work force when the 
law took effect in October 2010. 

Perhaps the most telling sign that small business owners were impacted the most by the new law 
can be referenced in the Annual Report issued by the Colorado Attorney General's office. As of 
2010 the report indicated that there were 65 individual lenders, as of2013 that number was 
reduced to 39. This represents a 40% decrease in the number of individual owners within the 
state of Colorado. While a few large national companies closed all their location and left the state 
after 2010, the vast majority of the 26 lenders that are no longer in business were small business 
owners. 

On behalf of the Colorado Financial Service Centers Association, I am greatly concerned that 
further proposals being considered by the Consumer Financial Protection Bureau regarding 
longer-term loans would cause more small business owners to close locations and lay-off 
employees within the state of Colorado. Under the proposals being considered by the Consumer 
Financial Protection Bureau for the longer-term loan products there are inherent problems that 
will be difficult if not impossible for small business owners to adopt in order to be in compliance 
while still being able to make a profit and stay in business. 

The Bureau is considering allowing lenders to make two types of longer-term loans under the 
Alternative Requirements section. Since, none of our association members are classified as credit 
unions within the state of Colorado, I will not comment on the merits of the proposals being 
presented under the NCUA-type loans. The second alternative type loan that is titled "Maximum 
PTI" has criteria that would be burdensome on small business owners in Colorado. By limiting 
the number of loans that a consumer can initiate within a rolling twelve month period of time to 
two loans, it would not only have a negative effect on the lenders, but ultimately the consumers. 
Under current Colorado law, all fees and interest are earned on a pro-rata method, except for a 
monthly maintenance fee that accrues monthly beginning at the end of the second month until the 
loan is paid in full. Therefore, if the customer pays off their loan before the end of the second 
month, they pay considerably less than if the loan went the full term. For example, if a person 
takes out a $500 loan and then pays off the account in fourteen days after initiating the loan the 
total finance charge is $10.06 on average. However, ifthat same $500 loan goes the entire 6 
month term the total finance charge will be $288.69. By limiting the number of loans an 
individual can initiate in a year it may encourage consumers to keep their loans out for a longer 
period of time because they are aware that they will only be able to use the service twice in a 
given year. Colorado law allows the customer to make their own financial decisions and utilize 
our loan services whenever it is needed. Under the proposed regulations by the Bureau, if a 
person were to take out a loan in January to cover a medical expense and payoff the loan within a 
month, then take out a loan in June to pay for rent and payoff the loan within two months, and 
then attempt to take out a loan in November for new snow tires so that they can get to work, we 
as the lender would not be able to help them in their time of need for that third loan request. As 
small business owners we would be harmed because we would have to turn the customer away 



and instruct the consumer that they won't be able to take out another loan since they already had 
two loans in the last twelve calendar months. 

The illustration above is one example in which the CFPB proposal would not easily co-exist with 
Colorado law and prompts many unanswered questions. For instance, under the "Maximum PTI" 
loan section, the CFPB state that loans must have a "duration between 45 days and six months." 
However, here in Colorado the minimum loan term is six months. The majority of our loans 
range between six and seven months so that payments coincide with the consumer's paydays. 
Would the CFPB proposal mean that Colorado lenders can only issue loans for exactly six 
calendar months or can loan terms be six months and 15 days, or six months and 21 days, etc.? 
There will once again be inherent problems with limited loan terms to exactly six months because 
it will cause payments to fall on arbitrary dates that don't coincide with the consumer's paydays. 
This will cause an increase in defaults and additional charges to accrue for the customers due to 
insufficient funds fees from the lender and their banking institution. 

If these regulations are enacted in their current state by the Consumer Financial Protection 
Bureau, it is certain that more small business owners within Colorado will be forced to close their 
stores resulting in more people losing their jobs. We have already experienced a 40% reduction 
in the number oflenders within our state and I personally don't want to experience that type of 
negative effect on our industry again. 

Sincerely~ (Ll-
Chris Rockvam 
President 
COFiSCA 



McCarthy Retail Financial Services~, _LL_C _______ _ 
www.Mic r oLoansNW . com 

Paul Hoffner 
Xpress Cash Management, LLC 
5920 N. 39th Ave., Ste. 1 
Wausau, WI 54401 

Dear Paul, 

Thank you so much for representing the small businesses in the payday loan industry on the recent 
SEBRFA Panel. I especia lly appreciated your comments on the effects state regulations have already 
had on our industry and specifically the local lenders who don't have the resources to survive the 
kind of regulation we saw in Washington State in 2010. I don't think there is a more relevant 
example In the country of just how devastating the consequences of well meaning legislation can be 
on local businesses, the people employed by those businesses and the consumers the legislation 
was intended to help. So many lives hinge on the decisions of CFPB and J really hope you can 
present this letter as a first hand perspective on the damage the Bureau can cause if both sides of 
the issue are not fully and carefully considered. 

To begin, let me give you some history about my company, its employees and our philosophy with 
respect to employees and customers. I opened my first store in 1989 and slowly grew from that 
first store to 22 brick and mortar locations, a 10,000 square foot corporate office and an Internet 
store by December of 2010. I had nearly 150 full time employees, all of whom had health insurance, 
a 40lk plan, very competitive wages and many great advancement opportunities. Even though our 
company had far fewer locations than the many national companies in our state, our 22 locations in 
western Washington were second In total volume. There was only one company that did more 
payday loans than Check Masters. That success really does demonstrate the powerful relationship 
that a small local company can have when backed by its community and given the opportunity to 
succeed. 

With very few exceptions, my employees all started at the entry level. It was probably the most 
rewarding of everything I did as an owner, because I was able to see literally hundreds of young 
people start at the bottom, work hard and achieve great success, many to the highest levels of my 
company. Employees with no college experience, and sometimes only a GED, were exposed to an 
environment where their success was completely related to how hard they worked and how well 
they did their job. My employee loyalty was incredible and their excitement about the company 
was seen directly in the success of our individual stores. Our tag line was "Heart Always Matters", 
which may seem strange to many unfamiliar with our industry, but the reality was that we did care 
about our customers and it translated into a large and loyal customer base. Employees were happy, 
customers were happy and the business thrived I 

--------------------~~-------
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Consequently, I was very involved with the legislative changes over the years in Washington State 
and 2009 was not any different. I had my employees and customers travel to Olympia testifying 
about what the proposed legislation would do to my business, our employees and our customers. I 
met personally with many legislators and thought we had educated them about the extreme 
challenges we would face, but in a last minute negotiation at midnight, our supported legislation 
was changed and then passed. Both sides had agreed to a statewide common database. But we 
were all stunned to see the addition of the annual 8 loan cap and mandatory payment plans that 
had to be converted into no-cost installment plans anytime the customer said they could not pay 
the loan when due. Either one of the additions would have been hard to deal with, both were 
catastrophic. 

Going into January of 2010, we knew there was going to be scramble for customers as the database 
was put into effect. We also knew there would be heavy losses before the dust settled. It was far 
worse than we had modeled. We expected a 30% loss in revenue but saw over 60% immediately. I 
scrambled to find ways to keep the company alive, closing 10 stores almost immediately, hoping 
that the customers from those locations would move to those that I kept open. It didn't work. 
Within 4 months, my company that I had spent my adult life creating, where I had invested all of my 
assets, was suddenly gone and in receivership. It was completely shut down, all assets dispersed to 
creditors by January of 2011. My company that showed retained earnings of nearly $6 million on 
December 31, 2009 had been completely liquidated and I was left with nothing. 

Even more tragic were my employees, many of whom had spent 10 plus years working with me, 
were out of work in the height of the recession and for the most part were unable to find anything 
close to the employment opportunity they had while working with me. It was amazing how many 
of those employees were still receiving unemployment benefits 2 years later! I know of several old 
employees who lost their homes, having to move in with relatives as a result of unemployment. It 
was and is tragic in so many ways. 

Additionally, there were the thousands of customers impacted by the new legislation. We had 
hundreds of customers go into default the first month of 2010. The database locked them out of the 
system. They couldn't get the money they needed and so they defaulted. There is no question their 
credit scores were impacted as they chose to give up on repaying their outstanding loans after 
seeing that we were out of business. Our state has also seen a huge increase in the number of 
customer complaints about Internet lenders since the legislation went into effect. These complaints 
are not coming from the licensed Internet lenders; they are coming from the off-shore lenders who 
don't follow any of the laws in our state or country with respect to payday loans. The consumers 
can't differentiate between the good guys and bad and end up getting in very desperate situations 
from these lenders. The Department of Financial Institutions (DFI) does not have the ability to stop 
the offshore lenders and advises consumers not to repay loans from unlicensed lenders. This is of 
no help to someone who has had their account hit every payday for months and months, without 
having the ability to pay back the principal (the loan is setup that way, even if they have the money 
to repay, they can't). The damage continues unless they close their bank account and DFI has no 
way of closing these bad guys down. 
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After Check Masters was closed down and liquidated, I was able to open 4 of the 22 locations with 
the help of my father under a new name. I also opened an Internet store that I had to close after 
just 6 months due to the pressure CFPB put on my bank that handled the ACH Authorizations. I 
have been t rying to f igure out a model that works in our state, but it is very difficult with the new 
legislation, even when running at the most lean levels. I have closed one of the four locations and 
now have just three with twelve full-time employees who do not have nearly the benefits that they 
had before. I don't know of any other local companies that survived the legislative changes. The 
only stores I see in the Seattle area are the national companies. None of the small guys had the 
resources to deal with the changes and have all closed down. I am a teller much of t he t ime now 
and I see the frustration of so many customers who are not able to get the money that they need 
for whatever reason. It makes no sense to them and they are truly astonished that the government 
can put such restrictions on their access to money. I have seen many in tears as they leave trying to 
come up with some other way to deal with their financial need. The very legislation that was 
supposed to help them has made their lives much more complicated and stressful. And in most 
cases, their alternatives are more expensive, as they are forced to use the offshore lenders or deal . 
w ith the many penal ties for late bill payments or overdraft protection fees. 

Fina lly, I don't have the resources to study and understand the proposed rules from the CFPB that I 
would have had in 2010; but what I do understand has made it clear that I will not have 3 stores 
open if the proposals are implemented. I am already facing the biggest challenge of my life just to 
make my business work in the current environment-- despite having great customer service, very 
loyal employees and customers. If more restrictive elements are added to what has already been 
imposed, I will be done. It would be another example of the little guy being pushed out In favor of 
big national companies with very little connection to the community (although in this case I am not 
sure that even the national guys could survive). Our country has always supported and promoted 
small business as the engine of our economy. National players simply cannot provide the same kind 
of positive impact on local communities as the businesses who are part of and come from those 
communities. The proposed ru les of CFPB would do nothing but make life more difficult for 
consumers throughout our country. I pray that CFPB will re-evaluate their position and make rules 
that truly do benefit our communities and the people throughout the country. 

Thank you again for your work on this issue. I hope my story helps demonstrate the rea lities and 
destruction well-Intentioned regulation can have on small businesses and the families we support 
as well as the communities we are part of. 

Sincerely, 

Kevin McCarthy 
General Manager 
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-----Original Me.ssage- · --· 
From: Mason-Gillespie, Christel [mailt o :Christ el.Gi llosP-ielilleg .•·a .gov] On Behalf Of Kirby, 1\ep. Steve 
Sent: Tuesday, May 12, 2015 12:28 PM 
To; Hof¥er , Paul M 
Subject: Col!llllents on Cf'PS Proposed Rules 
Importance: High 

Dear Mr. Hoffer, 

As Chairman o'f the Business and Financial Services Committee for the Washington State House of Representatives, I would like to 
submit my comments on t he proposed rule changesJ throug~ you, as acting SER. The attached letter has been sent to Director Cordray 
via post. 

Thank yoU Tor your assistance. 

Steve Kirby 
Ct,air-, Business & Financial Services Committee State Representative 29th Legi<slative District 



May 12, 2015

The Honorable Richard Cordray, Director
U.S. Consumer Financial Protection Bureau
1700 G Street, NW
Washington, DC 20552

Dear Director Cordray:

I am writing to express serious concern and to voice strong opposition to the direction the CFPB is heading with regard to payday
lending regulations. Specifically, I am troubled by how your proposals run afoul of Washington’s state laws and consumer protections.

In Washington, our legislature worked with consumer groups and industry to create a framework that protects consumers and
ensures viable choices for those who need short term lending products. As Chairman of the House Business and Financial Services
Committee, I facilitated the negotiations in 2009 that resulted in what I believe to be the best payday lending law in the country
including the establishment of a statewide data base to prevent multiple loans at multiple lenders, a cap on the amount a consumer
may borrow relative to their income, and the implementation of a payment plan for consumers who default on their original
agreement. Unfortunately, we also passed an arbitrary eight-­‐loan cap on the number of loans to a consumer annually which I believe
has proven to be too severe, and leaves consumers with no place to go once they reach the cap, other than the unregulated internet
market. It needs to be changed to a more consumer friendly solution, but in a way that protects those consumers who struggle to
manage the product well.

Most recently, we have been working on a proposal that would replace the short term payday loan with a longer term installment
loan product, very similar to the successful short term loan product currently allowed in Colorado – while keeping virtual ly al l of
the consumer protections in our exist ing payday loan laws. The regulations that exist for the current payday loan product
– except for the hard cap – work very well, and the new proposal results in a product that will work exactly the same, except for the
fact that consumers would have more time to pay back the loan. I believe the direction the Consumer Financial Protection Bureau
(CFPB) is heading will do great harm to the agreement we reached in 2009 and/or the new, improved product with which we are
trying to replace the traditional payday loan.

As a State Legislator, I am directly accountable to the voters who place their trust in me, and your proposals seem to ignore the hard
work we have undertaken to achieve the balance of consumer protections and consumer choice in Washington and frankly, appear to
me to be designed to do away with the industry altogether. I am asking other elected officials in Washington to express their own
concerns about your Bureau’s direction with regard to short term consumer lending, and I hope that causes you to reconsider the
proposals you rolled out last month.

Sincerely,

Steve Kirby
Chair, Business & Financial Services Committee
Washington State Representative
29th Legislative District



Fro.m: Benton,. Sen. Don [mailto:Don.Benton@jgg.ltftla.gov] 
Sen,t: 1\Jesday, May 12, 2015 5:21 P.M 
To,: Hoffer, Paul M 
Subject: Comments. regarding the CFPB5s proJ10sed rule. on payday lending 

Mr.. Hoffer, 

As the Chairman of the Washington State Senate Financia~ lnstjtutions & Insurance Committee,~ 
wourd ·Uke to subm~t my comments regarding the CFPB's 1proposed ruie on pa.yday ~ending and 
short,.;term ~oans . A5, SER, I believe you are the ap'Proprilate and best conduit to do this durh1g 
the SBRE.FA process ... Thank you for your v.a,luable work and senl·loe. 

S~nceredy, 

·. ·. ' ~
· . 

• • • c - •• · .· •••• ··..• < . 

Wash1ngton State Senate Repub~fcan CuJtus 
17th Legislative District 
Phone: 3,60.786.7·63.2 



 

Tuesday, May 12, 2015 

 

The Honorable Richard Cordray, Director 

U.S. Consumer Financial Protection Bureau 

1700 G Street, NW 

Washington, DC 20552 

 

Dear Director Cordray: 

 

I am writing to express concern and to voice strong opposition to the direction the CFPB 

is heading with regard to payday lending regulations.  Specifically, I am troubled by 

how your proposals run afoul of Washington state laws and consumer protections. 

 

In Washington, our legislature worked with consumer groups and industry to create a 

framework in 2009 that protects consumers and ensures viable choices for those who 

need short-term lending products. The negotiations of the Legislature’s financial 

institution committees and industry stakeholders resulted in what I believe to be the 

best payday lending law in the country, including the establishment of a statewide data 

base to prevent multiple loans at multiple lenders, a cap on the amount a consumer 

may borrow relative to their income, and the implementation of a payment plan for 

consumers who default on their original agreement.   

 

Unfortunately, we also passed an arbitrary eight-loan cap on the number of loans to a 

consumer annually, which I believe has proven to be too severe and leaves consumers 

with no place to go once they reach the cap, other than the unregulated internet market.  

It needs to be changed to a more consumer-friendly solution, but in a way that protects 

those consumers who struggle to manage the product well.  

 

I believe the direction the Consumer Financial Protection Bureau (CFPB) is heading will 

do great harm to the agreement we reached in 2009.  This, in turn, would endanger the 

most vulnerable populations in Washington, forcing them to do business with 

unregulated lenders when payday lenders cannot provide the products they need.    

 



As a state legislator, I am directly accountable to the voters who place their trust in me. 

Your proposals seem to ignore the hard work we have undertaken to achieve the 

balance of consumer protections and consumer choice in Washington and, frankly, 

appear to me to be designed to do away with the industry altogether. If so, this is a 

shortsighted aim that puts at risk some of the most vulnerable populations in our 

society. For the sake of these populations, and for the sake of an industry that serves a 

necessary purpose in my state, I urge you to reconsider the proposals you rolled out last 

month.  

 

Sincerely, 

 

 
Senator Don Benton 

Chair, Senate Financial Institutions & Insurance Committee 

17th Legislative District 

 

 

 

 

 

 

 

 
 



In addition to the items above, Mr. Hoffer included the following item in his written feedback to 
the Panel: 
  

1. Jonathan Zinman, Restricting Consumer Credit Access: Household Survey Evidence on 
Effects Around the Oregon Rate Cap, Journal of Banking and Finance 34, 546-556 
(2009). 
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It is important to recognize that these short‐term credit products are very simple. Take the payday 
loan product – customers understand it, they like it, it’s convenient for them, and it solves their 
problem. Which is just one of the reasons why I cannot understand all of the CFPB’s assumptions in 
this proposal and how the CFPB can be headed down such a restrictive regulatory path. 
 
The CFPB Proposal estimates that loan volume for payday lenders will drop 54.8% to 84% under the 
proposed alternatives. How does a proposal that eliminates such a large percentage of loan volume 
in the market equal a solution for consumers? The CFPB Outline as presented would decimate our 
payday and title lending business. Every single one of our payday and title stores would not be 
able to remain open under the CFPB rule. We would be forced to close our stores and lay off our 
employees. In addition, all of our customers who rely on these products would be turned away – 
and I worry about where these customers are going to go.  
 
It seems to me that the CFPB has not fully considered the adverse effects of its rule proposal. Also, 
the CFPB does not seem to understand how the rule would affect small businesses and the 
customers that we serve. In addition, the CFPB has made many different assumptions in its 
proposal, which are not supported by data and research, and attempted to present a solution 
without evidencing a problem. I worry about all of the short‐term borrowers who would lose credit 
options under this CFPB proposal. 
 
II. Company Background/Rural & Underserved Areas 
 
I am very concerned about our company’s employees if the CFPB Proposal were to take effect. Our 
company currently employs 118 people in three states – all of which earn in excess of the minimum 
wage rate in those states. We provide opportunities for employees to grow and advance their 
careers, boasting a 98% internal promotion rate for entry level employees. We provide to all 
employees a competitive benefits package that is comparable to or better than both private 
industry and local government (according to the Bureau of Labor Statistics data published March 
11, 2015). Our company offers paid leave, supplemental pay, health and life insurance benefits, and 
retirement and savings plan. If the CFPB rule proposal was the law of the land, all of our employees 
supporting payday and title loan storefronts would lose their jobs. 
 
The CFPB Proposal would be especially devastating to people who live and work in rural and 
underserved areas, particularly since so many small businesses operate in rural and underserved 
areas. My small company is a prime example of this. For example, over 50% of my operations are in 
rural or underserved areas as determined by the CFPB (as well as state and local governments 
including Opportunity Zones and Enterprise Zones). And, 54% of our stores are located in small 
communities with populations below 20,000, and 42% of our stores are in communities with fewer 
than 15,000.   
 
Our company has great “small town” relationships with our customers, and we participate in many 
programs that support these communities. The employees who work in these stores are sourced 
from the local communities and are, in most cases, very familiar with the customers. The CFPB’s 
analysis simply does not consider the adverse impacts of its proposal on consumers or businesses in 
rural and underserved communities.  
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In addition, the CFPB states in its Outline (p. 45‐46) that: “The proposals under consideration could, 
therefore, lead to substantial consolidation in the short‐term payday and vehicle title lending 
market.” I am confused as to what the CFPB means by “consolidation”. What would this 
“consolidation” entail and how is this really a solution? What research has been done on how this 
“consolidation” would work and what its impact would be on consumers? It sounds to me like a 
way to say businesses would close and employees would lose their jobs – especially in the rural and 
underserved areas.  
 
III. Satisfied Customers 
 
I am concerned about the dire effect that this CFPB Proposal will have on the many thousands of 
our business’ satisfied customers. In just one year alone, in 2014, our business served over 13,500 
payday loan customers and over 3,300 title loan customers at our storefront locations. These 
customers willingly chose our business because we offer a credit solution that they need and want. 
Without the availability of these offerings, I worry about the fewer options these customers will 
have and where they will be forced to go for credit. 
 
Because over 50% of our operations are in rural and underserved communities, most of our 
customers in those same communities would suffer greatly without the availability of credit that we 
offer. Given the requirement in the Dodd‐Frank Act that the CFPB consider the impact of its actions 
on rural and underserved markets, I find it extremely hard to understand why the Bureau has 
presented absolutely no analysis in this area before putting this proposal to us for feedback.   

 
a. Harris Interactive Study 

 
The fact that customers are satisfied with our products is supported by a national public opinion 
survey conducted in 2013 by Harris Interactive, an international research and polling company. This 
Harris Interactive study is the first large, statistically significant one that looks at the motivations 
and rationale of payday loan users.  While numerous studies have examined the economics and 
policy implications of short‐term lending, this Harris poll is the first in‐depth examination of payday 
loan borrowers’ experience. Here are a few of the highlights of this study: 
 

• 9 out of 10 customers were satisfied with their payday loan experience; 
• More than four in five customers said that before starting the process, they understood very 

well how much it would cost (85%) and how long it would take to completely repay the loan 
(84%); 

• 95% of customers valued having the option to take a payday loan; and 
• 93% of customers carefully weighed the risks and benefits before taking the loan.  

 
These results show overwhelming satisfaction with the payday lending product, and certainly do 
not support the CFPB’s restrictive proposals. (For more information about this Harris Interactive 
study, please see Attachment 1.) 
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b. Very Few Consumer Complaints 
 
Our business is very focused on customer satisfaction at all of our storefront locations. (As a best 
practice, we maintain a toll‐free telephone hotline that is posted prominently in all of our stores.) 
We rarely receive any consumer complaints – and when we do, we work immediately to resolve 
them. For instance, in 2014, our company conducted over 92,300 payday loan transactions – yet 
received only seven complaints on the hotline. In addition, since the CFPB Consumer Complaint 
Portal was introduced, our business has received only one consumer complaint.  
 
Despite the CFPB’s assumptions that payday loans serve to harm those who use the products, our 
industry continues to have a very small number of complaints, especially when compared to other 
industries. The CFPB’s very own consumer complaint data shows this to be true. In fact, if you take 
the payday loan complaint total presented by the CFPB in its March 2015 Consumer Response 
Annual Report, based on the over 100 million payday loan transactions in 2014, the incidence of a 
payday loan complaint would be .006%. And for a brick‐and‐mortar payday lender like myself, the 
complaint total cited by the CFPB that is attributed to storefront lending accounts for less than half 
of the complaints received:  
 

Of the 5,600 payday loan complaints submitted by consumers, approximately 65% were 
about problems consumers experienced after obtaining a payday loan online. Approximately 
13% reported problems when obtaining a payday loan in person / at a store. For the 
remaining approximately 22% of complaints, the consumer did not indicate how the loan 
was obtained.  (See CFPB Consumer Response Annual Report, March 2015, p. 32). 

 
The previous year’s CFPB report (CFPB Consumer Response: A Snapshot of Complaints Received, July 
2014) stated that payday loans accounted for just one percent of all consumer complaints received. 
And of the payday lending complaints, only one‐tenth of those complaints were about storefront 
lenders. 
 
Even within the CFPB’s own complaint data, it is clear that our industry has few complaints, 
especially when compared to other financial products and services. Payday loan complaints remain 
proportionately much lower than nearly all other products and services. This fact is also consistent 
with a continuously low number of complaints at the state level. And, for years, the Federal Trade 
Commission has reported in its annual consumer complaint report that payday lending has 
accounted for less than one percent of complaints in the “Banks and Lenders” category, thus 
making a mere fraction of a percentage of the total complaints filed by consumers on a yearly basis.  
 
The CFPB Proposal, which would decimate the small businesses in the payday lending industry, 
certainly cannot be justified by the level of consumer complaints. In fact, it seems that the CFPB is 
moving forward with a proposal DESPITE the incredibly low consumer complaint total for the 
industry.  
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IV. CFPB Rule Proposal 
 
I am concerned that the CFPB has not taken the time yet to do its research and does not fully 
appreciate all of the current state laws and restrictions that are already in place. CFPB has clearly 
not conducted a state‐by‐state, product line analysis of the impacts of these rules. At several points 
during the SBREFA process, the CFPB stated that research on how its proposals will interact with 
state laws would be done later in conjunction with a rulemaking. I find it very hard to understand 
why the CFPB would conduct that part of the research after the panel discussion and receiving our 
input. From both the prep phone calls and the discussion in Washington, DC, there seems to be an 
overall lack of understanding and appreciation for state laws under which we operate. 
 
Using the CFPB’s very conservative revenue reduction of ‐63%, the proposal would result in the 
closure of ALL of my company’s storefronts offering payday loans and title loans. In addition, the 
thousands of payday and title lending customers who our business serves would be forced to seek 
short‐term credit elsewhere where it may be much more expensive. 
 
It seems that the CFPB has already made up its mind about payday lending and is trying to 
effectively ban it. Yet, how can the CPFB move forward with rules – or even ask us to spend our 
time providing input on the CPFB proposals – without doing adequate and important research on 
the state models? CFPB should be aware of, and fully examine, how each state currently offers 
short‐term lending credit options and regulates the process through licensing, examinations, and 
on‐going reviews. 
 
As an example, upon reviewing the CFPB Outline, I was surprised by the absence of an overall 
enhanced disclosure requirement as a solution to better ensuring that consumers understand the 
products they utilize. This absence was particularly surprising given that the Outline restates the 
Dodd Frank Act Section authorizing the CFPB to “prescribe rules to ensure that the features of a 
financial product or service are fully, accurately, and effectively disclosed to consumers both initially 
and over the term of the product or service in a manner that permits consumers to understand the 
costs, benefits, and risks associated with the product or service, in light of the facts and 
circumstances” (Outline, p. 4‐5). By not addressing disclosure documents as it reviewed ability to 
repay concerns, the CFPB missed an opportunity. Instead, the CFPB skipped over disclosure 
improvements as a solution and went straight through a process of making assumptions about 
consumer harm and attempting to restrict credit products without proper justification. 
 
Also, it is not clear how the CFPB even arrived at some of its restrictive proposals. For example, 
what is the basis for the lengthy 60‐day cooling‐off‐period requirement imposed on short‐term 
loans?  While some states have enacted short cooling‐off‐periods (not to be confused with Florida’s 
grace period), no states that regulate short‐term credit products have mandated such a restrictive 
rule. Also, why did the CFPB select a 5% gross monthly income level as an option for the ability to 
repay requirement for longer term loans? This arbitrary amount seems especially out of line with 
states offering title loans, such as Illinois (who has a 50% gross monthly income), and South Carolina 
and Tennessee (who offers 30%).  
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a. Lack of Substantive Research 
 
The CFPB has not sufficiently determined the basis for the positions it takes in its Proposal, nor 
backed it with empirical research. The CPPB has not performed research and analysis to conclude 
that the payday loan product causes substantial injury to consumers. Instead, the CFPB has 
presumed there is substantial injury despite contrary evidence demonstrating that the payday loan 
product benefits consumers' welfare.  
 
The CFPB seeks to address four issues “of concern” with their proposed regulations, with each issue 
being assigned an intervention designed to provide consumers a way to access short‐term credit 
while protecting them from alleged harm caused by the product or the lenders. These interventions 
are categorized as the following themes: ability to repay/underwriting; frequency of use; off‐ramps 
or extended payments; and collection practices. Yet, it seems clear that the CFPB has not shown 
substantial empirical evidence to support that its chosen interventions will make consumers better 
off.  
 
The research the CFPB has completed on these credit products seems quite limited, and I am not 
aware that the Bureau has studied title lending in any systematic manner.  So while we are 
discussing these rule proposals, where is the evidence to prove that limiting the number of small 
businesses offering short‐term loan products will make consumers better off? Given my experience, 
and the thousands of satisfied customers that we have, I would argue that my customers are much 
better off having taken out payday loans. 
 
Academic studies have actually shown that when consumers’ access to payday loan credit is limited, 
consumers do not stop borrowing. Rather, they may be forced to switch to inferior substitute forms 
of credit that are available to them.  
 
For example, an article by Jacob Goldin of Princeton University and Tatiana Homonoff of Cornell 
University entitled, “Consumer Borrowing After Payday Loan Bans,” examines how consumer 
borrowing behavior changes when consumers lose access to payday loans, specifically analyzing the 
effect of state‐level payday loan restrictions. The investigators find that such bans of payday loans 
do not reduce the number of individuals who take out alternative‐financial‐services loans. 
Furthermore, they find that a reduction of payday loans through state bans can result in further 
constraining access to credit, and may actually be counterproductive and harmful. (See Attachment 
2). The potential that my customers will not be able to access a responsible form of credit by 
utilizing the products we offer means they will have to turn to inferior, likely more expensive, credit 
products.   
 
The CFPB has stated that it is basing at least some of its understanding of the industry on Pew 
research. However, when one takes a close look at this research, much of what is presented by the 
advocacy arm of Pew – called the Pew Charitable Trust’s Safe, Small Dollar Loans Research Project – 
is fraught with issues. For example, here is just a sampling of some of the major problems with Pew 
research: 
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• Pew’s research does not stand up to scientific or academic rigor, as it mostly relies on 
anecdotes and focus groups, rather than controlled study of large data, or new quantitative 
research.  

• Pew’s views and findings are contradicted by empirical, peer‐reviewed research about the 
industry.  

• Pew often fails to distinguish between licensed and unlicensed lenders in its studies, when 
there are distinct differences between the various models for payday lending.  
 

Additionally, one commentator had this to say in a discussion about a dubious Pew report on 
payday lending:  
 

• The Report has significant global weaknesses and flaws. It is based on surveys of only 450 
storefront borrowers (and far fewer online borrowers) who were asked about their 
transactions up to five years in the past. With its unmistakable hostility to payday lending, 
Pew assumes, without real proof, that payday borrowers are induced to take loans by lender 
misrepresentations and/or the borrowers' own cognitive foibles. However, Pew ignores that 
payday loans are one of the simplest loan products available and that payday borrowers 
repeatedly report that they understand how their loans work. (See CFPB Monitor, “Pew 
Payday Loan Study: What’s New”, March 5, 2013 found at 
http://www.cfpbmonitor.com/files/2013/03/Pew‐study.pdf.) 

 
I find it difficult to understand why the CFPB would place such weight on the questionable research 
of a political advocacy group.  
 

b. Does Not Coexist with State Law  
 
Each state regulates each of these short‐term products differently. There are various state law 
models in the states where payday lending and longer‐term loans are available. Yet, the CFPB has 
not yet studied these state models and does not fully appreciate the environment of these state 
experiments.  
 
The CFPB suggests that small businesses could diversify their product offerings in response to 
substantial reduction in revenues.  This shows a lack of understanding because in many states that 
is just impossible. For example, where I operate in Georgia – state law does not allow a lender to 
add installment loans to the existing product mix. There, title lenders and installment lenders 
cannot operate out of the same storefront location. Also, in Florida, licensed pawnbrokers cannot 
be licensed under the Florida Title Loan Act or Florida Consumer Finance Act. 
 

c. Harm/Cost of Credit to Small Business Borrowers 
 
The CFPB Proposal will also have an adverse effect on the cost of credit to small business borrowers 
in the industry. While a customer’s reason for taking out a short‐term loan, or how the loan is 
ultimately used, may not always be apparent, I do know that my business provides loans to 
customers in order to finance their small businesses.  For instance, I know of several dozen loans, 
especially title loans, which were taken out by customers to support their small businesses. Some 
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examples of these small business customers included a daycare, several lawn services, a real estate 
agent, a logging company, a housekeeping business, multiple contractors, and a catering service. 
The reasons for these borrowers taking on the debt included funding payroll, paying for repairs to 
vehicles essential to the business, covering building repair costs, and purchasing needed supplies.  
 
During this process, I decided to see if I might be able to gather a few examples from some of these 
small business customers.  Within just one week’s time, six of our customers came into a storefront 
location – each willing to make a special trip to our store on their own time – to provide us with a 
handwritten letter about their experience with our business and the particular way our products 
have helped their small businesses. Each of these customers has their own story. One is a pastor of 
a small church who told me that with very limited financing options, “[A]ccess to short‐term loans is 
critical for us to continue the work of the ministry.” Another is a single father and disabled veteran 
who said “short‐term loans are necessary for myself and other small business owners, who don’t 
have great credit or several assets” and was able to use these loans for “licenses, approvals, and 
equipment.” 
 
The common thread among these small business customers is that each had a short‐term financial 
need – sometimes on more than one occasion – and our company was able to help get the credit 
each needed. These small business borrowers did not, or perhaps could not, go to a bank or a credit 
union or utilize some other option. Rather, these small business operators chose to come to us, and 
they were satisfied with the service we provided to them. I have attached the customer letters to 
this written comment letter (see Attachment 3).  
 
A seventh letter I received was from a female‐owned, small business owner here in Florida, who I 
recently spoke with about her experiences as a payday lending customer. (She had also offered to 
serve as a SER.) This individual sometimes uses payday loans to help support her small business’ 
operations, especially since the loan amounts are typically too low for her bank to help her out. 
Here is an excerpt from her letter: 
 

• I use the services of businesses like yours to keep surviving until the next payday. As a 
business owner I am the last one who gets paid, and sometimes I need a small loan just 
to get by until the next two weeks. The total amount of money I may need may be less 
than $500, sometimes I may need more, but never is it enough for a bank to help me out.  
Small business owners are affected tremendously when it comes to borrowing from 
banks mainly because we don’t really need to borrow a large amount of money, some of 
us may have bad credit and the banks do not want to deal with small business like mine 
…. I use short‐term loans to pay bills at the office such as light, cable and I use the money 
to buy supplies …. If I did not have access to short‐term loans my business would suffer 
greatly because I only need a little to keep my business going.  If I am not able to make 
ends meet my clients will go somewhere else. 

 
There are small business borrowers that rely on the short‐term products that we provide. If I myself 
was able to so easily identify these small business borrower examples in such a short time, I can 
only imagine how many more of our customers – and those customers of other businesses across 
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the country – that would have a similar story to tell about how short‐term credit products serve to 
help their small business’ operations in times of financial need.  
 
Even if a title lender like myself would be able to continue to operate under the CFPB Proposal 
(which I couldn’t), there are numerous issues with the ability to repay requirements. For instance, 
the ability to repay requirements would be especially burdensome, and likely impossible, for title 
lenders and their customers who are small business owners and/or receive compensation without 
pay stubs. While the Proposal may allow customers receiving compensation without pay stubs to 
provide income verification through bank statements, this will not be possible for most title loan 
borrowers, who do not have bank statements. Thus, under the proposed rules, these small business 
borrowers would be totally prevented from obtaining title loans. 
 
If the CFPB Proposal were enacted, I worry about where my business’ customers – especially those 
who are small business owners themselves – will go for short‐term credit. 
 
V. Adverse Effects of Prior State Regulations 
 
Over the years, certain states have unfortunately enacted restrictive regulations that have had 
devastating and disastrous effects on small businesses in the industry. Yet, those state restrictions 
were much less onerous or burdensome than those proposed by the CFPB. In some cases, some 
businesses were able to survive, while others were not able to do so. We have seen how eliminating 
available products cause consumers to choose inferior alternatives. 
 

a. Virginia 
 
For example, in Virginia, a new law took effect in 2009 that completely put my company out of 
business in the state.  Our business was forced to close all four of our mono‐line payday locations 
and lay off all nine of our full‐time employees.  I was certainly not the only small business victim as a 
result of the law changes in Virginia. In fact, according to the Annual Report on Payday Lending 
Activities by the Bureau of Financial Institutions of the VA State Corporation Commission (see 
Attachment 4), from the year 2007 to the end of 2009, the total amount of: 
 

• Payday lending licensees declined from 84 in 2007 to 48 (end 2009); 
• Payday loans made decreased by 87%; and 
• Payday loans in dollars made decreased from $1.36 billion to $170 million.  

 
Yet, it is notable that the restrictions imposed in Virginia were very mild when compared to what 
the CFPB is currently proposing.  

 
b. Georgia/North Carolina 

 
Despite many assumptions asserted by the CFPB about customers in “debt traps,” academic 
research has proven that consumers in states that have banned payday lending actually ended up 
worse off. Other unfortunate examples of states that passed restrictive regulation to the detriment 
of small businesses in the industry are Georgia and North Carolina. (While I am able to offer title 
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loans in Georgia, I am not able to offer payday loans in that state.) For example, one such study 
states the following about these restrictions: 
 

• “Georgians and North Carolinians do not seem better off since their states outlawed payday 
credit: they have bounced more checks, complained more about lenders and debt 
collectors, and have filed for Chapter 7 (“no asset”) bankruptcy at a higher rate.” 

• “On average, the Federal Reserve check processing center in Atlanta returned 1.2 million 
more checks per year after the ban.  At $30 per item, depositors paid an extra $36 million 
per year in bounced check fees after the ban.” 

• “Total complaints against lenders and debt collectors [in North Carolina] rose by over a third 
relative to other states”  

• Banning payday loans did not save Georgian households $154 million per year, as the CRL 
projected, it cost them millions per year in returned check fees. (See Attachment 5). 

 
Further, the authors stated that while the findings contradict the debt trap hypothesis against 
payday lending, they are consistent with the alternative hypothesis that payday credit is cheaper 
than the bounce “protection” that earns millions for credit unions and banks. Forcing households to 
replace costly credit with even costlier credit is bound to make them worse off. Thus, the research 
found that eliminating access to payday loan credit is harmful to consumers and suggests caution 
before writing rules that would restrict access.  
 
VI. Less Burdensome State Models 
 
The CFPB Proposal appears to conclude, without appropriate research, that payday lending is 
harmful to consumers. To address the problems it assumes, the CFPB’s proposed solutions do not 
actually help consumers and would serve to eliminate the industry completely. As stated earlier, the 
CFPB proposal seems to have been drafted without researching existing state models that were 
designed to address the same issues. Many state models, however, have a long history of success 
and have produced an important proper balance of access to credit with consumer protection.   
 
The CFPB has failed to consider alternatives that are less burdensome to small businesses and that 
would serve to achieve comparable or superior consumer protections. There are simply better, 
more feasible, less burdensome state alternatives out there that the CFPB could consider.  
 

a. Texas – Enhanced Disclosures 
 
As stated earlier, I was surprised that the CFPB elected to skip over the opportunity to enhance 
consumer disclosure documents. Many states mandate specific disclosures to better ensure that 
borrowers are fully aware of the loans they are taking out. For example, the State of Texas seems to 
have developed a good set of enhanced disclosure requirements for both payday and title lending 
(though not a state I operate in). In Texas, the disclosures used by regulated credit access 
businesses make it abundantly clear to the borrower what the cost of the loan will be, how long it 
will take to pay it off, and how it compares to other credit products. These disclosure documents 
also provide a series of questions for the borrower to consider before taking out the loan. (See 
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Attachment 6). My business has utilized some of these same notices in its consumer disclosure 
documents. 
 
Taken together, the additional information presented to Texas borrowers improves the chances 
that they are making the right decision for them. Borrowers know their finances, and they know the 
available credit products they wish to utilize. Therefore, rather than assuming consumer harm and 
restricting credit products that satisfied consumers wish to utilize, the CFPB should instead consider 
improved disclosure documents, such as those in Texas, to better ensure borrowers are making the 
right decision.  

 
b. Florida 

 
Where I operate in Florida, that state’s payday lending law would be a much better alternative than 
the CFPB proposal. The Florida law strikes a good balance between consumer protection and credit 
access, and addresses each of the four CPFB themes in its own way: 
 

• Ability to Pay/Underwriting: one loan database; maximum loan amount $500. 
• Frequency Consumption: 24 hour cooling‐off period between loans; no rollovers. 
• Payment Plan/EPP: lender provides a 60‐day grace period without additional fees and 

the borrower is required to make an appointment with credit counseling agency and 
complete within 60‐day grace period. 

• Collection Practices: no criminal prosecution for an insufficient fund check; no additional 
interest or fees for late payment; and must follow collection practices contained in Fair 
Debt Collection Practices Act. 

 
Upon adoption, the impact on the industry in Florida was a 30% industry‐wide reduction in loan 
volume, with a reduction of small company licensees. Even though the industry suffered a pretty 
significant loss of loan volume, customers are able to reasonably access credit when they needed 
but are not capable of taking on multiple obligations and they have a significant and very simple off 
ramp. Furthermore, collections practices were strengthened and additional fees are prohibited 
during collection periods. 

 
c. South Carolina 

 
Another alternative to the CFPB Proposal is the payday loan credit model found in the State of 
South Carolina. While I don’t operate in South Carolina, it is a border state of the states where I 
operate. South Carolina would be a better solution than the CFPB proposal because it provides a 
better balance of the need for access to credit with consumer protections. Some of the specifics of 
the South Carolina law that address the themes are as follows: 
 

• Ability to Pay Underwriting: one loan limit industry‐wide; maximum amount advanced 
$550 

• Frequency Consumption: no rollovers permitted; next day cooling off period for all 
transactions and 2 day cooling off period before borrower's 8th loan or more in a year; 
loans up to 31 days  
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• Payment Plan/EPP: customer can elect before due date a no cost EPP of 4 equal 
installments; once in a 12 month period  

• Collection Practices: no returned check charge permitted; right to rescind; no criminal 
prosecution. 

 
Following the adoption of these changes in South Carolina, the payday lending industry experienced 
a 30% reduction in loan volume and an approximate 40% reduction in licensed storefront office 
locations. I understand that while these changes were pretty difficult for businesses, a good number 
of companies were able to continue operations and serve customers. 

 
d. Utah 

 
Another alternative to the CFPB Proposal is the State of Utah model. In Utah, recent regulations 
have served to provide a number of consumer protections, including a no‐cost extended payment 
plan, while also maintaining access to credit to those who need it. Here are some of the ways Utah 
has addressed small‐dollar lending: 
   

• Ability to Pay/Underwriting: lenders must determine an ability to repay from either a 
credit bureau report, income verification, or prior repayment history AND the borrower 
must sign an acknowledgement that has the ability to repay. 

• Frequency Consumption: rollovers must be requested by borrower; rollovers permitted 
but maximum time in product cannot exceed 10 weeks. 

• Payment Plan/EPP: mandatory offering of extended payment plan after customer in 
product for 70 days; if customer refuses EPP, must pay off loan and 1‐day cooling off 
(next business day); EPP is 4 payments over at least 60 days (with a $20 default fee). 

• Collection Practices: partial payments on principal at any time without additional 
charge; right to rescind; no criminal prosecution; restrictions on collections at place of 
employment. 

 
I hope the CFPB will consider these state models, which maintain a good balance between access to 
credit and consumer protections. It is important that the CFPB study how these and other states 
provide short‐term credit options that are more feasible and less burdensome to small businesses.  
 
VII. Summary/Closing 
 
In closing, I must say that I was completely blown away when I first saw the CFPB’s rule proposal. I 
simply could not believe that the CFPB would issue a proposal based on so many assumptions and 
that so clearly lacked data and research, especially on small businesses operating in the industry. 
During the panel discussion in Washington, DC, I was amazed that the conversation solely focused 
on a rule proposal that did not seem to be justified. Also, I was surprised that the CFPB did not fully 
consider the adverse effects that its proposal would have on small businesses in the industry and 
their consumers.  
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Methods

Sampling Method

CFSA emailed 12member companies inviting them to include their customer data in the sample pool for
this survey, with instructions for pulling the sample attached (see Appendix on pages 9-­‐10). Member
companies were instructed to email their sample files directly to Harris Interactive, and not to copy anyone
from CFSA.

Four member companies responded and provided Harris with a complete list of their customers who met
the sampling criteria. One member company responded and provided Harris with a randomly selected list of
10,000 of their customers who met the sampling criteria. A total of 281,031 records were received by Harris
from the five participating member companies.

Harris Interactive handled all further sample preparation. Sample files were de-­‐duped (meaning duplicate
records were removed) based on phone number, and 10,000 records were randomly selected from each
company (with the exception of the company which sent a total of 10,000 records – 9,667 usable records
were selected from this company). Quotas were set during interviewing to ensure that 200 completed
interviews were obtained from each company.

Data Collection Method

All data collection was conducted by telephone within the United States by Harris Interactive on behalf of
Community Financial Services Association of America (CFSA) from October 9 – 24, 2013 among 1,004
respondents, ages 18+, who are customers of store-­‐front companies within the CFSA, and took out a two-­‐
week payday loan of $700 or less, which they made final repayment of in July or August of 2013.

Report Notes

• Data are unweighted and are a representative probability sample of the population who were
surveyed.

o With a sample of this size, the estimated sampling error is +/-­‐ 3%.
• Throughout this report…

o Qualified respondents (described in “Data Collection Method” above) will be referred to as
“Borrowers”.

o The phrase “most recent payday loan experience” will refer to the loan borrowers repaid in
July or August of 2013 – regardless if they have taken out a new loan since, as this was their
most recent, complete experience with a payday loan.
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Summary of Detailed Findings

Value and Demand for Payday Lending

Borrowers recognize the benefits of payday loans and appreciate having them as a short-­‐term option for
bridging financial gaps.

• The vast majority of borrowers indicate that they value having the option to take out a payday loan
(95%).

• Nine in ten (89%) agree that they feel more in control of their financial situation because of the
option to take out a payday loan when they need it, and over two-­‐thirds (68%) believe that without
the option of taking out a payday loan, they would be in worse financial condition than they are
now.

• About nine in ten borrowers agree that payday loans can:
o Provide a safety net during unexpected financial difficulties (95%);
o Be a smart financial decision when faced with an emergency cash shortfall (92%);
o Be worth the cost because they make it possible to avoid late charges on bills (89%); and
o Help customers bridge a gap in their finances (87%).

• Half (49%) of borrowers say they needed the money from a payday loan to pay for an unexpected
expense (such as a car repair or medical emergency), and slightly fewer report they needed to pay
ordinary expenses between paydays (44%).

• Additional reasons some borrowers cite for needing a payday loan include:
o To avoid paying a late fee on a bill (28%);
o To avoid bouncing a check or overdrawing their bank account (23%);
o To help out a friend or relative who needed money (19%); and/or
o Some other reason (10%).

• If faced with a short-­‐term financial crisis, and unable to pay a bill, borrowers overwhelmingly say
they would choose the payday loan option (a short-­‐term loan charging a $15 fee for each $100
borrowed, due on their next payday, 68%) over:

o Not paying the bill and incurring a late fee or penalty of approximately $30 (4%), or
o Overdrawing their bank account and paying an overdraft fee of approximately $35 (3%).
o One-­‐quarter (24%) say they are not sure which of these three options they would choose.

The demand for payday lending is based on preference, as borrowers choose a payday loan over other
available financial resources.

• A majority of borrowers report that when they needed money between paychecks in the past, they
have:

o Cut spending and done without something they need (67%); and/or
o Borrowed from family/friends (60%).

• Other financial solutions that borrowers say they have turned to in the past include:
o Overdrawn their bank account and charged on overdraft fee (43%);
o Used a credit card (41%);
o Pawned a personal item (27%);
o Bounced a check and charged a fee (25%);
o Taken out a cash advance on their credit card (17%);
o Used an installment or title loan (15%);
o Used an online payday loan (11%); and/or
o Something else (6%).



5

• For most borrowers, at least one of these other financial resources was available when they chose
to take out a payday loan instead – 92% indicate that a payday loan was not their only option, and
they had other resources available at the time.

• Among borrowers who had at least one other available resource at the time they chose to take out
a payday loan:

o Nearly four in five (78%) say they chose a payday loan over other options because it is more
convenient; and

o Seven in ten cite it being faster (71%), and/or simple and easy to understand (70%).
o About two-­‐thirds report choosing a payday loan because they:

• Didn’t want to ask to borrow from family/friends (68%);
• Had a previous good experience with payday lending (65%); and/or
• Didn’t want to overdraw their bank account and be charged an overdraft fee (64%).

o Three in five (59%) feel a payday loan is more trustworthy; while
o Two in five say:

• It is less expensive (41%); and/or
• They could not cut spending and do without a necessity (40%).

Satisfaction with the payday lending process is high, with borrower experiences meeting or exceeding
expectations and many intending to recommend or use payday lending again if needed.

• Nearly all (98%) borrowers indicate they are at least somewhat satisfied – including two-­‐thirds
(65%) who are very satisfied – with their most recent payday loan experience. Reasons these
borrowers cite as contributing to their satisfaction are:

o Convenience (82%);
o Their lender treating them with respect (81%);
o Meeting their short-­‐term need (80%);
o A simple process (76%);
o Their lender being honest (75%);
o The ability to get a loan despite poor credit history (57%);
o Less expensive than alternatives (52%); and/or
o Something else (5%).

• 97% of borrowers indicate that their overall experience with the payday loan process was as
expected (61%) or better (36%); 3% say it was worse than expected.

• Based on their most recent payday loan experience:
o Four in five (80%) borrowers say they are very likely (62%) or likely (18%) to take out

another payday loan from the same store if they need money between paychecks in the
future; and

o Two-­‐thirds (65%) report they are very likely (46%) or likely (19%) to recommend payday
lending to family or friends – conversely, one-­‐third (35%) say they are not at all likely (13%)
or somewhat likely (22%) to do this.
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Informed Borrowers with Accurate Expectations

Borrowers have done their homework and know what they are doing when it comes to payday lending.
• 96% of borrowers assert that they use payday lending responsibly.
• Four in five (81%) feel that using payday lending makes economic sense for them personally.
• About nine in ten say that before taking out a payday loan, they:

o Carefully weighed the risks and benefits of doing so (93%); and
o Did the math on the overall cost they would incur (89%).

• More than nine in ten borrowers report that before starting the payday loan process, they
understood very well or well:

o How much it would cost to completely repay the loan (95%); and
o How long it would take to completely repay the loan (94%).

• A similar percentage (94%) indicate that they were able to repay their loan in the amount of time
they had expected to.

• Among a list of factors with potential to impact the decision to take out a payday loan, prior
experience with payday lending tops the list, with three in five (61%) borrowers who have prior
experience indicating this had a great deal or moderate influence on their decision.

o Factors far less influential on their decision, that about one-­‐third of borrowers (who have
experienced each) report as having a great deal or moderate influence, are:

• Researching payday lending on their own (36%);
• Advertising for payday lending (34%); and
• Recommendations from family or friends (33%).

Expectations are realistic going into the payday loan process and for some, the experience was better
than they had expected.

• More than nine in ten borrowers’ experiences with:
o The terms of the payday loan were as expected (74%) or better (22%) (4% say worse than

expected); and
o The cost of the payday loan were as expected (71%) or better (21%) (7% say worse than

expected).
• Over four in five (84%) borrowers say it was very easy (52%) or somewhat easy (33%) to repay their

payday loan, while 16% feel it was somewhat difficult (13%) or very difficult (2%).

Borrowers recognize the expense associated with payday lending, and tend to believe that the standard
borrowing fee is fair.

• Close to half (47%) of borrowers believe that, compared to other lending resources, the cost of
payday loans is much more expensive (23%) or slightly more expensive (24%).

o Slightly fewer (44%) think that payday loans are about the same as (27%), slightly less
(10%), or much less (7%) expensive than other lending resources.

• Nine in ten (90%) borrowers feel that a flat fee of $15 per $100 borrowed is at least somewhat fair
(very fair: 25%, fair: 37%, somewhat fair: 28%) as a payday loan term.

o 8% believe this term is not at all fair.
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The Truth about Lenders

Borrowers overwhelmingly choose positive words to describe the payday lender they worked with during
their most recent payday loan experience.

• The positive: about four in five borrowers say their lender was:
o Respectful (80%);
o Helpful (79%);
o Knowledgeable (78%);
o Trustworthy (78%); and
o Truthful (77%).

• The negative: less than one in ten borrowers say their lender was:
o Deceptive (7%);
o Misleading (3%); and
o Dishonest (2%).

The value-­‐add of lenders in borrower experiences with payday lending is evident and contributes to
borrower satisfaction.

• Hearing their payday lender explain the loan terms in his or her own words was by far, the most
helpful factor in borrowers’ decision to take out a payday loan (43%).

o Other factors found helpful by small minorities of borrowers include reviewing:
• A copy of the contract (14%);
• Explanatory signs posted on office walls (12%);
• A handout or disclosure document (3%); and
• The company website (3%).

o One-­‐quarter (24%) of borrowers say that none of these factors were most helpful in their
decision to take out a payday loan.

• 97% of borrowers agree that their payday lender clearly explained the terms of the loan to them,
including nearly nine in ten (88%) who strongly agree.

• Among borrowers who indicated being at least somewhat satisfied with their recent payday loan
experience:

o Four in five (81%) cite their lender treating them with respect; and
o Three in four (75%) cite their lender being honest as reasons for their satisfaction.
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Attitudes and Views on Government Regulation

The consensus among borrowers is that the government should allow them to make their own choices
when it comes to their finances.

• More than nine in ten borrowers agree that:
o It should be their choice whether or not to use payday lending, not the government’s

choice (95%); and
o They should have the ability to make their own financial decisions without government

interference (94%).
• Slightly fewer (88%) feel that they should be able to decide how often they take out a payday loan

and not be limited by government restrictions.
• One in five (21%) borrowers agree that the government should impose tighter restrictions on

payday loans, even if that means it would be more difficult for them to obtain a payday loan (77%
disagree).

A majority of borrowers are opposed to most potential government regulations that would affect payday
loan customers, however some regulations do receive borrower support.

• Two-­‐thirds of borrowers oppose potential government regulations that would:
o Require credit-­‐bureau checks of payday loan customers before they are allowed to borrow

money (64%); and
o Restrict the number of loans customers can take out in a year (63%).

• However:
o Three in five (59%) borrowers favor the government setting limits on the dollar amount of

money customers can borrow at one time; and
o Two in five (41%) favor the government restricting the number of times a customer can

renew or extend a loan.
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Appendix

Instructions Sent toMember Companies for Sample Pull

CFSA has commissioned Harris Interactive, a leading research firm best known for The Harris Poll, to
conduct a survey among its members’ payday loan borrowers. The results from this research will be used in
press materials to demonstrate the benefits of payday lending for CFSA customers and to refute other
research in the public domain that has shed a negative light on payday lending as a whole.

Ultimately, a minimum of 1,000 payday loan borrowers will be interviewed by telephone, randomly selected
from a compiled database of borrowers from all participating companies within CFSA. We are asking each
participating member company to provide a comprehensive list of all of their borrowers who meet the
following criteria:

1. Took out an initial two-­‐week, due-­‐on-­‐payday loan from a brick-­‐and-­‐mortar location;
2. Had an original loan amount less than or equal to $700;
3. Made final repayment of the loan, including all rollovers, between July 1, 2013 and August 15, 2013,

with a zero balance presently and for at least 14 days; and
4. Located in any state in which two-­‐week, due-­‐on-­‐payday loan is lawfully available under any

borrower-­‐state regulatory scheme, except Virginia and Colorado. See list of states that should be
included below.

Once these customers have been identified, Harris requires these lists to be delivered in Microsoft Excel file
format. Within the file, each row should contain information unique to individual customers, and each
column should be designated to hold a particular variable. All columns should be labeled with the variable
name. Variables to include for each customer (one per column) are:

ü Title (e.g., Mr., Ms., Dr.)
ü First name
ü Last name
ü Zip code of store location (five digits only)
ü Home telephone number (if known – ten digits with no dashes or spaces in between)
ü Mobile telephone number (if known – ten digits with no dashes or spaces in between)
ü Date most recent loan was initiated (MM/DD/YYYY)
ü Date most recent loan was paid off (MM/DD/YYYY)
ü Original amount of most recent loan (whole dollars only)
ü Principal amount outstanding at time of last repayment (whole dollars only)
ü D/b/a name of lender with whom borrower dealt (i.e., name borrower will recognize).

Customer list files should be labeled as “CFSA_Company name_Customer List_date” and delivered via email,
with the file name in the subject line, directly to Andrea Pieters, a researcher at Harris who is working on
this survey. Her email address is apieters@harrisinteractive.com and you can contact her with any questions
via email or phone at 212.539.9515.

All data provided to Harris or derived by Harris from this survey will be held in confidence in accordance
with a comprehensive Confidentiality and Data Security Agreement dated June 10, 2013 between Harris and
CFSA.
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States to Include:
1. Alabama
2. Alaska
3. California
4. Delaware
5. Florida
6. Hawaii
7. Idaho
8. Illinois
9. Indiana
10. Iowa
11. Kansas
12. Kentucky
13. Louisiana
14. Michigan
15. Minnesota
16. Mississippi

17. Missouri
18. Nebraska
19. Nevada
20. New Mexico
21. North Dakota
22. Ohio
23. Oklahoma
24. Rhode Island
25. South Carolina
26. South Dakota
27. Tennessee
28. Texas
29. Utah
30. Washington
31. Wisconsin
32. Wyoming



Respondent Demographics 

Total 
n=l 004 n=l,004 

. . . Employment Status 

Male 37% Employed full time 54% 

Female 63% Employed part t ime 9% ... Self-employed 3% 

Mean 49.6 Not employed, but looking for work 3% 

Race/Ethn icity Not employed, and not looking for work 1% 

White 53% Ret ired 14% 

Black/ African American 23% Not employed, due to disabilit y or illness 13% 

Hispanic 13% Student 1% 

Mixed race 4% Stay-at-home spouse or partner * 
Native American or Alaskan Native 2% Decline t o answer 2% 

Asian or Pacif ic Islander 2% Marital Status 

Some other race 2% Never married 24% 

Decline t o answer 2% Married/ Living with partner (Net) 43% 

Household Income Married or civil union 40% 

Less than $25K (Net) 34% Living with partner 3% 

$25K to less t han $50K (Net ) 36% Divorced 20% 

$50K or more (Net) 25% Separated 4% 

Decline t o answer 5% Widowed 8% 

Decline t o answer 2% 

High school or less (Net) 41% 

Some college/ Associates (Net ) 38% 

College degree or more (Net) 20% 

Decline t o answer 1% 
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Borrower Profile 

Total 
n=l,004 

Self-rating knowledge of personal finance 

A/B (Net) 56% 

A 16% 
1 9% B 40% 
2 10% c 36% 
3 11% 0/F (Net) 7% 
4 9% 

D 6% 
5 7% 

F 2% 
6-7 16% 

Paying bills and debt classification 
8-10 16% 

No debts in collection (Net) 76% 
11-20 13% You pay all of your bills on time and 
21+ 6% have no debts in collection. 33% 

Mean 7.6 You sometimes miss a payment but 

Initial amount of loan repaid past summer have no debts in collection. 23% 

$200 or less (Net) 23% 

$201-$499 (Net) 49% 

You struggle to pay your bills every 
month but have no debts in 
collection. 20% 

$500 or more (Net) 28% You struggle to pay your bills every 
Mean $332.20 month and are getting cal ls f rom debt 

Self-rating of current financial situation collectors. 16% 

Excellent/Good (Net) 40% You are seriously considering fi ling for 

Excellent 8% bankruptcy or have filed for bankruptcy 

Good 32% 

Fair/Poor (Net) 60% 

in the past three years. 5% 

You are not involved at all in any 
financial decisions including how money 

Fair 43% is spent in your household. 1% 

Poor 17% 
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May 7, 2015 

To Brian Lynn, President 

Lending Bear 

12276 San Jose Blvd., Ste. 534 

Jacksonville, Florida 32223 

Dear Mr. Lynn, 

My name is and my name was submitted to the CFPB to be a small entity representative, 

but I was not chosen by the committee to voice my concerns about the proposed regulations affecting 

the short-term lending industry. I am writing to you in hopes that my voice among many others will be 

heard in Washington D.C. 

I am the owner of two small businesses in Naples, Florida. I am an Income Tax preparer and I have a 

small boutique at which I sell Quinceanera dresses and party dresses for girls up to the age of 15. My 
businesses are Income Tax Preparer and . I am registered 

to prepare taxes with the Internal Revenue Service. I have been preparing tax returns for approximately 

14 years and have had my small business for 8 years now. I have one employee who is with me most of 

the year. My work is seasonal. Once tax season is over my business suffers greatly due to the decrease 

in clientele . Although the IRS is open year round there are not many tax returns to prepare after the 

April151h deadline. My office still remains open to people who may have problems to resolve with the 

IRS. During the off season I concentrate myself on the boutique selling party dresses. 

Since 20111 have been using the products of short-term lenders to make ends meet. I use the services 

of Advance America here in the suburb of Golden Gate which is where my business is located. There are 

many many small business owners like myself here. I consider myself a working class citizen and I am 

middle class in American society. I use the services of businesses like yours to keep surviving until the 

next payday. As a business owner I am the last one who gets paid, and sometimes I need a small loan 

just to get by until the next two weeks. The total amount of money I may need may be less than $500, 

sometimes I may need more, but never is it enough for a bank to help me out. Small business owners 

are affected tremendously when it comes to borrowing from banks mainly because we don't really need 

to borrow a large amount of money, some of us may have bad credit and the banks do not want to deal 

with small business like mine. Let's keep in mind that a small business is defined to be 50 or less 

employees. In my situation and as in many other small businesses, we are a one to two person 

company. We handle every aspect of our businesses. I use short-term loans to pay bills at the office 

such as light, cable and I use the money to buy supplies. At the beginning of every tax season there are 

startup costs, but guess what?? Christmas just passed and I am out of cash and my credit cards are 

maxed out, what do I do? I go to my local short term lender and get a short-term loan to get my office 



supplies, new computer, toners for the copiers and to pay bills until tax season starts. If I did not have 

access to short-term loans my business would suffer greatly because I only need a little to keep my 

business going. If I am not able to make ends meet my clients will go somewhere else. I would not be 

able to function as a business without a computer, copier, fax and supplies to run them. I need an 

employee occasionally and I may not get paid till weeks later. These are the reasons I need and use 

these types of products and services. 

I speak on behalf of small businesses such as mine that have 5 or less employees. We need a voice that 

will be heard in Washington D.C. to protect our livelihoods. Yet there are multi-million dollar financial 

institutions that offer "services and products" too to large companies. We are not those large 

companies. We are who we are. Local business owners that enjoy what we do for a living and help out 

our communities. Without the services and products of short-term lenders my small business would 

suffer greatly to the point that I may have to close. And at my age I do not want to have to make a 

career change. I love what I do, it is my livelihood. 

My sincerest thanks to you Mr. Lynn 



PAYDAY LOAN-SINGLE PAYMENT 

After reviewing the terms of the loan, you are not required to choose this loan, and 

may consider other borrowing options, including those shown on Page 2 of this 

document. 

Amount $500ml 
Interest $ 2.40 

How much 

will a 
Contract Rate: 10% 

Fees $125.00 

Payback $627.40 

Amount 

The loan Information shown here Is an exam­

ple and may not renect the actual fees and 

Interest charged to a loan provided by the 

lender or credit access business. 

two-week, 

$500 payday 

loan cost? 

How Long Could It Take to Repay a Loan? 

Of 10 people who take out a new payday loan ... 

••• 
1\1\1 
•• 
1\1\ 
• • 
1\1 
•••• 
1\1\1\1\ 

2 1/ 2 people will pay t he loan on t ime and 

in 1 payment {typically twa weeks) 

2 people will renew the loan 1 or 2 times 

11/ 2 people will renew t he loan 3 or 4 times 

4 people will renew t he loan 5 or more times 

Adapted from: Bertrand & Morse, "''nformation Disclosure, Cognitive Bioses and Payday Borrowing", 

Milton Friedman Institute for Research in Economics (Ocr. 2009). 
Data provided above is compiled from a 2008 national survey; repayment parterns may be different. 

If I pay the I will have 

loan in: to pay: 

2 Weeks $ 627.40 

1 Mont h* $ 754.80 

2 Months* $ 1,009.60 

3 Mont hs* $ 1,264.40 

*Payment amounts are approximated. 

Ask Yourself .•• 

• Is it necessary for me to 

borrow the money? 

• Can I afford to pay this loan 

back in full in two weeks? 

• Willi be able to pay my regular 

bills and repay this loan? 

• Can I afford the extra charges, 

interest, and fees that may be 

applied if I miss or fail to make 

payment? 

• Are other credit options 

OFFICIAL STATE OF TEXAS NOTICE: This consumer disclosure has been provided in 

accordance wit h Section 393.223 of t he Texas Finance Code. Form Rev: December 2012 



How Does a Payday Loan Compare to Other Options? 

Cash Advance / Borrowed Amount $500.00 

Interest Payment Loan Calculation 
The amount you will pay in interest for the loan. 

$2.40 

Total of Fees 
$125.00 

The amount you will pay in fees for this loan. 

Total of Payments 
$627.40 

& 

Cost Comparison 

The amount you will pay if you repay the loan on t ime. 

Annual Percentage Rate (APR) 
664.300,(, 

The yearly rate of the interest and fees for this loan. Auto Title loans Payday Loans 

Credit Ca rds Secured loans Signature loans Pawn loans ........................ /···~o----<1( , ___ _ 

1 82% 180% 450% 590% 700% 

Per $l00 borrowed over 2 weeks 

Auto Title loans Payday Loans 

Signature loans 

+ 
Pawn loans A 

.···················•···················· ·········· .. 

1 $1.91 $4.43 s1.oo $15.42 $16.99 $35.00 

Average Amount of Interest & Fees 

Payday loans are cash advances provided to a borrower to meet financial needs. As a borrower, you will be required to sign a loan agreement 

that t ells you the amount you have requested to borrow, the annual percentage rate (APR) fo r t hat loan, t he amount of inte rest and fees that 
may be charged for t hat loan, and the payment te rms of t he loan. Payday loans may be one of t he more expensive borrowing opt ions 
avai lable to you. Payday loans may also be referred to as cash advance, delayed deposit or deferred presentment loans. 

Complaint or Concern? 

If you would like to file a 

concern or complaint 

regarding a payday loan, 

contact the 

Office of 

Consumer Credit 

Commissioner 

800-538-1579 

I 

-

Looking for Information on 

Budgeting, Personal 
Savings, Credit Card 

Management, or other 

personal money 
management skills? 

Visit the OCCC's Financial 

Literacy Resource Page 

http:/ /ww w.occc.state.tx.us/ 

pages/consumer/education/ 

-

Additional Information 

+ You may be required to write 

checks or authorize withdrawals 

f rom personal checking accounts to 

cover payments for the loans. 

+ You can compare all loan options 

available and select the opt ion that 

is best for you. 

• You can avoid extra fees and loan 

renewal costs by not missing 

payments and by repaying loans 

on t ime. 

OFFICIAL STATE OF TEXAS NOTICE: This consumer disclosure has been provided in 

accordance w it h Sect ion 393.223 of t he Texas Finance Code. Form Rev: December 2012 



AUTO TITLE LOAN-SINGLE PAYMENT 

~ You Can 
~ Lose Your Car 

After reviewing the terms of the loan, you are not required to 

choose this loan, and may consider other borrowing 

If you miss a payment or make a late payment, 

your car can be repossessed. 

Borrowed 
Amount 

Interest 
Contract Rate: 

Fees 

How much 

will a/an 
% 

options, including those shown on Page 2 

of this document. 

If I pay the I will have 

loan in: to pay: 

2 Weeks 

1 Month 
Includes a one-time S 
certificate of title fee. 

Payback 
Amount 

$ auto title 2 Months 

The loan information shown here is an example and loan cost? 
may not reflect the actual fees and interest charged 

to a loan provided by the lender or credit access 

business. 

How long Could It Take to Repay a loan? 

Of 10 people who take out a new auto title loan ... 

2.7 people wi ll not renew t heir title loans 

2.4 people wi ll renew the loan 1 or 2 times 

•• 
A~ 1.3 people wi ll renew the loan 3 or 4 times 

•••• 
1\'1;'1;1 3.6 people wi ll renew t he loan 5 or more times 

Adapted from: Tennessee Deportment of finonciallnslirutions, '"The 2010 Report on the Title Pledge Industry", 

(Mar. 2010). Data bCJsed upon title pledge agreements with a single4 payment term; repayment patterns may 

vary. 

3 Months 

Ask Yourself... 

• Is it necessary for me to 

borrow the money? 

• Can I afford to pay this loan back 

in full in one month? 

• Willi be able to pay my 

regular bills and repay this loan? 

• Can I afford the extra charges, 

interest, and fees that may be 

applied if I miss or fail to make 

payment? 

• Are other credit options 

? available to me at this time? 

OFFICIAL STATE OF TEXAS NOTICE: This consumer disclosure has been provided in 

accordance with Section 393.223 of the TEXAS FINANCE (ODE. Form Rev: December 2012 



How Does an Auto Title Loan Compare to Other Options? 

CASH ADVANCE I BORROWED AMOUNT 

INTEREST PAYMENT Loan Calculation 
The amount you w ill pay in interest for the loan. 

TOTAL OF FEES 
& 

The amount you w ill pay in fees for this loan. 

TOTAL OF PAYMENTS 
Cost Comparison 

The amount you w ill pay if you repay the loan on time. 

ANNUAL PERCENTAGE RATE (APR) % 
The yearly rate of the interest and fees for this loan. Auto Title loans Payday loans 

Per $l00 borrowed over 2 weeks 

Auto Title loans Payday loans 
Signature loans 

+ 
Pawn loans Secured loans .............. :· .............. . 

1 $1.91 $4.43 s1.oo $15.42 $16.99 $35.oo 

Average Amount of Interest & Fees 

Auto title loans are cash advances provided to a borrower to meet financial needs. As a borrower, you w ill be required to use your car as 

collateral for t he loan. You w ill be requi red to sign a loan agreement that tells you the amount you have requested to borrow, t he annual 

percentage rate (APR) for that loan, the amount of interest and fees that may be charged for that loan, and the payment terms of the loan. 

Auto tit le loans may be one of t he more expensive borrowing options available to you. Auto title loans may also be referred to as car title loans, 
title loans, or title pledges. 

Complaint or Concern? 

If you would like to fi le a 

concern or complaint 

regarding an auto title 

loan, contact the 

Office of 

Consumer Credit 

Commissioner 

800-538-15 79 

Looking for Information on 
Budgeting, Personal 

Savings, Credit Card 
Management, or other 

personal money 
management skills? 

Visit the OCCC' s Financial 
Literacy Resource Page 

http:/ /www.occc.st at e.tx.us/ 

pages/consumer/education/ 

Financial_ Literacy_ Resources. htm I 

Additional Information 

• You may be required to write 

checks or authorize w ithdrawals 

from personal checking accounts to 

cover payments for t he loans. 

• You can compare all loan options 

available and select the option that 

is best for you. 

• You can avoid extra fees and loan 

renewal costs by not missing 

payments and by repaying loans 

on time. 

OFFICIAL STATE OF TEXAS NOTICE: This consumer disclosure has been provided in 

accordance wit h Section 393.223 of t he TEXAS FINANCE (ODE. Form Rev: December 2012 



In addition to the items above, Mr. Lynn included the following items in his written feedback to 
the Panel: 
 

1. Jacob Goldin and Tatiana Homonoff, Consumer Borrowing After Payday Loan Bans 
(November 2013).  

2. Veritec Solutions, Report on Virginia Payday Lending Activity for the Year Ending 
December 31, 2009 (prepared on behalf of the Bureau of Financial Institutions State 
Corporation Commission) (February 16, 2010). 

3. Donald P. Morgan and Michael R. Strain. Payday Holiday: How Households Fare After 
Payday Credit Bans, Federal Reserve Bank of New York Staff Report no. 309 
(November 2007, rev. February 2008). 
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600 Monrovia Drive  ●  Ruston, LA 71270  ●  Ph 318-255-9154  Fx 318-255-9153 

May 12, 2015 

Via Email 

Consumer Financial Protection Bureau 
SBREFA Payday Lending Review Panel 
CFPB_payday_SBREFA@cfpb.gov 

Re:  Written Comments from Small Entity Representative (“SER”) 
Regarding Potential Rulemakings for Payday, Vehicle Title 
and Similar Loans 

To Whom It May Concern, 

I am the founder and managing partner of Thrifty Loans, LLC (“Thrifty”).  Thank you for giving 
us the opportunity to participate as a SER in the SBREFA panel and provide our input with 
respect to the Consumer Financial Protection Bureau’s (the “CFPB”) proposed rulemaking 
regarding payday, vehicle title and similar loans (“Payday Loans”).  My comments with respect 
to the CFPB’s proposals boil down to the following two important points:   

1) If implemented, the CFPB’s proposals will put Thrifty (and likely many similar-
situated businesses across the country) out of business; and  

2) If implemented, the CFPB’s proposals will directly and substantially harm the 
very consumers that the CFPB is mandated to protect. 

As a threshold issue, the CFPB has not demonstrated a need for new Federal regulation of 
Payday Loans, because it has not shown that consumers are being harmed by these loans or that 
existing state and Federal regulatory regimes do not effectively protect consumers while 
encouraging robust competition among lenders.1  The CFPB has not relied on any empirical 

                                                 
1 For example, the CFPB and the Federal Trade Commission (the “FTC”) already have enforcement authority over 
lenders that originate Payday Loans, and both agencies have in fact exercised this authority against “bad actors” in 
the industry (in some cases resulting in substantial fines).  If Payday Loans are inherently harmful to consumers and 
all payday lenders are therefore engaging in predatory lending, then why have the CFPB and the FTC not pursued 
more enforcement actions to protect consumers?   The small number of CFPB and FTC enforcement actions is 
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studies finding that Payday Loans harm consumers nor has the agency shown any willingness to 
work with existing, effective state laws.  While the CFPB has proposed this rulemaking for the 
purpose of protecting consumers, adoption of the proposals would instead result in oppressive 
financial situations for thousands of consumers across the country that need the access to credit 
that our industry provides.  The CFPB’s proposal is based on the unfounded assumptions that (1) 
lenders in our industry do not have the consumers’ interests in mind, (2) consumers need a “Big 
Brother” to micromanage their financial decisions, and (3) existing state regulatory schemes do 
not adequately protect consumers and regulate lenders.  I believe these assumptions are 
incredibly off-base. Based on my experience in the industry: (1) lenders treat their customers 
with respect and make no attempt to prey on unsuspecting consumers; (2) the vast majority of 
consumers (a) are well-informed of the financial options available to them, (b) enjoy the 
simplicity of the product, (c) understand the nature of the credit they receive, and (d) are grateful 
to us for helping meet their financial needs; and (3) state regulators have a strong presence in the 
industry and actively protect consumers’ interests while fostering fair and transparent lending 
practices that do not unnecessarily restrict consumers’ access to credit.   

Company Overview 

Thrifty operates in Louisiana and Texas.  We have been in operation in Louisiana since 1998, 
where we have 12 stores in small and rural towns across North Louisiana.  In Louisiana, we 
make single payment payday loans up to $350 and title loans up to $1,400, which is done in 
compliance with Louisiana law.  We have operated in Texas since 2006 and currently have 8 
locations in East Texas.  We are a regulated “credit access business” under Texas law.  In both 
states, we take pride in how our customers are treated through the underwriting and approval (or 
denial) process.  As evidenced by our low occurrence of “bad debt”2 and our relatively high 
turndown rate,3 our experience proves that Thrifty only makes loans to customers who have the 
ability and willingness to repay. 

Thrifty has 32 employees, almost half of whom have been with the company for over five years.  
Our annual payroll exceeds $1,200,000.  We strive every day to be a great workplace for our 
employees and a great service provider for our customers.  All of our employees live in the 
communities they serve, know their customers very well and enjoy helping them meet their 
financial needs. This fact is evidenced by the extremely low volume of customer complaints 
received by Thrifty or our state regulators.4  This is also evidenced by our customer loyalty and 

                                                                                                                                                             
additional evidence that the comprehensive regulatory scheme already in place – primary state regulation 
supplemented by Federal enforcement power against bad actors – is already protecting consumers adequately. 
2 Less than 2.5 percent of all loan revenue in 2013 and 2014 were bad debt. 
3 We turned down over 51 percent of loan applications received from November 2014 through the end of April 
2015. 
4 Out of millions of customer interactions each year, the Louisiana Office of Financial Institutions has received 
fewer than 200 total complaints of any kind over the past four years with respect to all payday lenders doing 
business in Louisiana.  Additionally, the Texas Office of Consumer Credit Commissioner (the “OCCC”), has 
received complaints regarding Texas payday lenders doing business in Texas on less than 0.0003 percent of 
customers serviced and barely 0.0001 percent of total loans.  These facts disprove the CFPB’s assumptions that 
consumers are harmed by Payday Loans. 
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the very high percentage of new customers that are referred to us by existing customers.  We 
believe our customers choose Thrifty primarily because of convenience (i.e., the superior 
customer service and customer experience that we provide) and confidentiality.  As discussed 
below, the CFPB’s proposed regulations, if adopted, would destroy our ability to maintain these 
qualities for our customers. 

Responses to CFPB Proposals and Questions Raised 

Ability to Repay Requirements 

The  rigid, formulaic approach of the CFPB’s proposed rules is not realistic in our industry and 
places crippling administrative and financial burdens on Thrifty and similarly-situated 
businesses.  Thrifty simply would not be able to stay in business in light of the administrative 
burden of the proposal’s methods of verifying a consumer’s income, the unreasonable expense 
associated with using third party services to verify other financial obligations of applicants, and 
the difficulty and expense associated with attempting to discern a customer’s borrowing history.  
Based on the CFPB’s own calculations of the new and additional expenses associated with the 
proposal and expected decrease in volume of Payday Loans, Thrifty’s revenues would be 
reduced by approximately 70 percent.  However, the CFPB’s projections are extremely 
conservative, and our actual costs of complying with the proposal would be crippling and 
catastrophic (considering direct costs related to independent verification of data for each loan 
request we evaluate, hiring and training new personnel, and upgrading and maintaining 
appropriate software and other infrastructure).  Moreover, the CFPB has not considered the fact 
that the costs associated with determining a consumer’s ability to repay are incurred for all 
applications, meaning any loan application that is denied results in expenses that are not 
recouped by loan revenue.  As discussed above, we turn down a significant number of potential 
loans based on our current underwriting criteria, so this fact would be particularly damaging to 
Thrifty.  If the CFPB’s proposals are adopted, Thrifty will lose money on every loan we make. 

These difficulties are further exacerbated by the fact that Louisiana law prohibits us from passing 
through any of these costs to our Louisiana customers.  Even if we could pass through the costs, 
this increase would only further “harm” the consumer.  Instead, existing practices within the 
framework of state regulatory schemes are the best method for determining a customer’s ability 
to repay – all successful lenders underwrite their loans with the expectation that they will avoid 
bad loans.  Thrifty uses its own money to make its loans in Louisiana, so it has a vested interest 
in participating with the customer to ensure that the loan is repaid.  The CFPB has not provided 
any meaningful support for a contention that a vast majority of lenders making Payday Loans do 
not already successfully gauge a borrower’s ability and willingness to repay; without undertaking 
rigorous research and analysis, the CFPB has advanced the onerous requirements set forth in the 
proposal, which seems very irresponsible to me.   

Limitation on Sequencing or Rollovers 

The proposal’s presumption that rollovers are harmful to consumers is  an incorrect, ill-founded 
conclusion that the CFPB has reached without conducting appropriate research.  In fact, limiting 
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the number of rollovers and requiring a 60-day “cooling-off” period after a certain number of 
consecutive loans will have a much more harmful effect on consumers than Thrifty’s current 
practices.  The government is not in the best position (or in any position) to determine on behalf 
of consumers whether they should use credit (and which form) to meet their financial needs after 
a certain number of extensions.  Instituting a mandatory cooling-off-period would stifle our 
ability to meet a customer’s financial needs at times when the customer needs our help the most.  
Moreover, the proposal’s presumption of inability to repay would be very harmful to consumers, 
as the circumstances giving rise to the presumption are often the very reasons why customers 
reach out to us for rollovers (with the intent and ability to satisfy the obligation in the near 
future).  Similarly, the requirement to conduct a new ability-to-repay analysis and find a change 
in circumstances would severely limit consumers’ access to much-needed credit, and would add 
further unnecessary costs to our operation. 

Alternative Requirements 

The CFPB sets forth three alternative proposals that it says would reduce the ability-to-repay 
requirements set forth in the CFPB’s primary proposals.5  These proposals are not appreciably 
different from the primary ability-to-repay proposal, and still present the same problems for most 
lenders, especially those that are small businesses.  Specifically, if any of these proposals were 
promulgated as a regulation applicable to makers of Payday Loans, Thrifty would still have to 
perform additional verification of a customer’s income and borrowing history in a manner very 
similar to the CFPB’s primary proposal, so our cost and administrative burden would still be 
prohibitively high.  Additionally, each of these alternative proposals would limit the fees and 
rates we may charge, further reducing our ability to recoup any of the expenses associated with 
compliance.  Similarly, the CFPB’s proposal to require tapering off of indebtedness in 
subsequent extensions ignores practical economic realities and would substantially harm 
consumers while not solving any established problem.  Lastly, the CFPB has not demonstrated 
that any of the proposed dollar limitations, interest rate restrictions or other proposed parameters 
amount to anything more than arbitrary and capricious figures pulled out of thin air. 

Payment Collection Practices 

The alleged consumer harms cited by the CFPB (substantial fees, unanticipated collection 
attempts and account closures) to support its proposed requirements for collection activities – 
i.e., prior notification and attempt limitation measures – are simply not realistic concerns for our 
customers based on our practices and the existing legal and regulatory framework.  Thrifty only 
charges one NSF fee per cycle to a customer regardless of the number of times Thrifty attempts 
to collect a loan by processing a debit item on an account, so we have no motivation to make 
multiple collection attempts in an effort to generate fee income (in fact, the opposite is true as 
our bank costs and ACH fees increase if we make multiple attempts to collect funds from a 
customer’s bank account).  Our customers receive more than adequate notification of what to 
expect with respect to account draws when they agree to pay via ACH or other electronic means.  
                                                 
5 The CFPB proposed a short-term debt proposal, the NCUA model, and a proposal based on  5 percent payment-to-
income. 
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We have received very few, if any, complaints from our customers with respect to notification of 
account draws.  Conversely, many of our customers specifically request that we not provide any 
type of notification of an upcoming draw for confidentiality purposes or other reasons specific to 
the customer.  Further, the costs associated with this requirement would be devastating for a 
small business like Thrifty – it would require us to significantly increase our staff or alternatively 
contract with a third party to meet the administrative demands associated with the notice 
requirement, in addition to the actual hard costs of each notification.   

In addition, the CFPB’s proposal to limit the number of attempts a lender can make to collect a 
loan electronically is not warranted in light of existing NACHA rules, which provide that a 
participant will lose access to the ACH network if it has a certain amount of returned items.  In 
other words, lenders like Thrifty have no incentive to attempt multiple collection attempts 
without a legitimate, good faith basis for the attempt.  The CFPB has not shown that there is any 
level of consumer abuse with respect to the number of collection attempts that would warrant 
this regulation. 

Compliance Measures:  Other Regulations 

The CFPB’s proposals do not consider the effectiveness of existing state laws that have already 
proven to be sufficient in protecting consumers and regulating lenders.  I encourage the CFPB to 
analyze state regulatory regimes such as Louisiana and Texas (along with many other states) that 
provide for meaningful and robust safeguards against predatory lending practices while also 
recognizing the need to provide consumers with access to financial products that meet their 
needs.  For example, the CFPB should consider the disclosure system implemented in Texas, 
which has been positively received by lenders and consumer advocacy groups alike, instead of 
the approaches currently under consideration.  In Texas, regulated credit access businesses are 
required to make very specific disclosures regarding a loan product, including possible 
alternative financial solutions that may be available to the consumer, before the customer 
completes an application, and the customer must affirmatively acknowledge receipt of the 
disclosures.  The OCCC and other participants in the industry invested considerable time and 
resources (including use of focus groups and implementation of feedback from all interested 
persons) into assuring that customer disclosure forms clearly and effectively communicate the 
cost of credit to potential borrowers.6   

In order to overturn established state regulatory regimes, the CFPB should be required to show 
(based on empirical data through a transparent process) that state laws are failing to protect 
consumers and that regulated lenders are getting away with predatory lending without 
consequence from existing state regulators.  At this point, the CFPB has not even begun to meet 
this obligation.  Even if it could carry the burden, it would then need to show that its proposals 
would be beneficial to consumers.  As discussed in this letter, that is simply not the case, as 
virtually every aspect of the CFPB’s proposal would ultimately harm consumers, while 
simultaneously forcing many small businesses such as Thrifty out of business. 

                                                 
6 The form disclosures are available at http://occc.texas.gov/industry/cabs/bulletins-disclosures.  
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Impact on Small Business Owners 

The CFPB's proposals would have a catastrophic effect on small business owners across the 
country. In addition to forcing many small business lenders to close their doors, hundreds of 
thousands of microbusinesses and sole proprietorships around the country (such as carpet 
cleaners, movers, lawn service companies, retailers, photographers, caterers and many other 
similar entities) would lose their access to much needed credit, forcing many of these companies 
out of business.7 Some of Thrifty's loans are made to individuals that own these types of 
microbusinesses, and they undoubtedly employ some of the funds to keep their businesses 
running and to continue serving their customers. These microbusinesses are vital to the 
economies of the small communities in which they operate, and the loss of access to credit would 
have further effects on many others within those communities. 

Conclusion 

Thank you again for giving me the opportunity to participate in this important process. I hope 
that the information contained in this letter is helpful as the CFPB works through this process. I 
strongly believe that the CFPB's proposals are unnecessary and are not suppmted by any 
empirical facts or data. Furthermore, it is a simple fact that, if enacted, the CFPB's proposals 
would be the death sentence for Thrifty and many similarly-situated small businesses. More 
importantly, the CFPB's proposal would serve as a prime example of the "law of unintended 
consequences," because the consumers which the CFPB is mandated to protect would instead be 
harmed the most severely. 

s;~~ 
Mickey Mays 
Managing Partner, Thrifty Loans, LLC 

7 I have enclosed letters from just a few of Thrifty's customers that are representative of many of our customers that 
would be harmed if the CFPB's proposals are adopted. It would be possible to gather many more letters of support 
from customers if not for the short timeframe SERs were given to provide written comments. 

#4888138.5 



05-08-15; 11: 13AM; 
;1-318-255-0075 # 1/ 2 

.-I 

); hMe 0... 5/Yl&:t./ I . e. 1~4/1 ;~ sert/,ce ~ .. ~L".(S" .111,;:.-­

hvs :nt> ~ s ;s l/i ;P<,) s .;._,.._ LA.. ']:: e ~""' ;;.6j -ktJ aM.fie?f~ 
:;: vJo..S 5 ~~t oJ' rnonej. o-.rJ lltecfed -Jj, f'·i/}Ulc.tV 

.J.o {l ~~~'5~ f'Jte. M Gl S /Y'?a../ I J t:J<rL 1 /xt:a-Jre :Z: nt>ee/ee/ 

Jo b? ~p'lf' c/eMc; .J'1f/J."~ .UJ ~Jj;J J.e~ 

f(lt /)t)-l, 





I \~ 

1 -~ ~ d-'vy\ po\M&\J \ ~-\ h<T\.\Cl\Aj 
I ~ w'O \ ~r'\1"00) h-t-1\)~ 0-\--iwM 

\ \J'd~ ~ ~ ~\J \ \ M OJ\\\ <)~d\A \ :'§,'\~ 

I m'd 1 f"DW'b )') 0-\: f\('()0 1 -hu.OC"'v\ s" u--oC\ 

I +'SOW' ~SdUI~~ ~ ..AOJ Sd\\~S ~ 
I Q-t f'/)(fd \J\J'O 

1 
\\0160 \Jx-t ',('(\ cJ \(5\,\ Of 

~s,~hi-Ju'0L_~o-.L ~<;Cl \ ·smo,o'-~d 
d 1\ \j ~.0\ t   \\)()J 

  9. Ql..!ro\) -fntA Q ii'&f-1 

I 
-~QY 'L f--mw ' 



05-0B-15;04:26PM; ;1-318-255-0075 # 1/ 2 

~~ /i1 ~ • d.v~ :· 
:4~ it ~~ ut- '1Jv1S irfvuj .{, wot.tl/ hie~ 
Thottit Jt''i ~ -rk M.rls,4'l,e Q~et ~ '('. ev/k..,e,. 
Se.c~vfce ,YcJ'f qAe{ /1tJ....,. Co~·~ hu ex;/?.# 
-fo It\~ • 6'~U(~ c:IL ,!frJ~ ~1.1JC..J~/ /htJ:;I,J/c~ 
~ wru o6~ fb lfa.\le ~ s/tNf.-7'ei"YI4 -' 
A llrhv•j ~c)'f!r/ {c 1'4 ¥f "2J O~rl}~J. 
~ret. 

;:(_ QIYl v~'7 Afpr e u~ ~ ytJr ;t)s. G..r~~£/l ~ 
YIJ(~.q,'f.o~kw frv 11\P.J.,.~/ Q ~"~ ll}%. 
~ cL S'o /Vl/J~ ft,..i/l~ (.1'1 ~l1 (1M..,~Uti"f1. 

~fl, k_ 'foy l 



05-08-15;03:57PM; ;1-318-255-0075 # 1/ 2 

---··' .-.. ·-~-.. ·-·-#+--------······-·-----· 

·-------·-··--



;~-3~B-2SS-007S rr · 



 1 

  
 

 
Luxton Corp 
DBA Payne’s Check Cashing 
727 North Main Street 
Culpeper, VA 22701 
 

 
 
May 12, 2015 
 
Via email:  cfpb payday sbrefa@cfpb.gov  

Small Business Advisory Review Panel Members 
On Potential Rulemakings for Payday, Vehicle, Title, 
And Similar Loans 
c/o Consumer Financial Protection Bureau 
1700 G Street, N.W. 
Washington, DC 20552-0003 
 
Re:  Written Comments of Small Entity Representative Brandon Payne 
 
Dear Members of the Small Business Advisory Review Panel: 

I am Manager of Payne’s Check Cashing in Culpeper, Virginia. After attending Virginia Tech 
and serving six years in the Navy, I returned to Culpeper to work for my Dad. He is an 
entrepreneur who has created multiple companies in his adult life and started Payne’s Check 
Cashing 15 years ago. I run day-to-day operations for our three storefront locations in Virginia, 
one in Culpeper and two in Charlottesville. We offer payday loans, title loans, check cashing, 
money orders and bill payment services. We have 13 employees covered by a group health care 
plan in which our company pays 50% of the premium cost. Two of our senior managers started 
out as clerks. We value our employees and endeavor to provide them with quality training and 
opportunities for growth. All of us know our customers well and we are part of the communities 
we serve. We are regulated by the Virginia Bureau of Financial Institutions. We have separate 
licenses for payday lending and title lending and each license type is examined every 12 to 18 
months. 
 
My Overall Comments on the CFPB Proposals and SBREFA Panel Proceedings 
 
I was both surprised and pleased to receive the call from CFPB, interviewing me as a candidate 
to serve as a Small Entity Representative for our industry’s SBREFA Panel. I very much 
appreciated the opportunity that was extended to me—to help represent the voice of small 
businesses in this extremely important rulemaking process.      
 
I did not know what to expect in the Panel proceeding. As an operator of only three stores in one 
state, I did not have the resources of outside counsel to interpret for me the complexities of the 
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CFPB’s Outline of Proposals. Although I studied them often and intently during the short period 
of time between their release and the Panel meeting, I was not—and still am not—equipped to 
understand them completely or to calculate their cumulative financial impact on my business.  
 
During the Panel discussions, I learned that I was not alone. In fact, most of the SERs felt as I do, 
that the CFPB did not provide us with data that specifically measures the proposal’s impact on 
small businesses. Operating in the state of Virginia, which has one of the most complicated state 
regulatory frameworks for payday lending in the country, I also think the Bureau had a duty to 
analyze the negative impact of state laws that have imposed severe restrictions to address 
borrower use and frequency. Even though these state laws are generally less restrictive than the 
Bureau’s proposals appear to be, I would think that a careful analysis comparing the state models 
to the CFPB proposals would provide a valuable tool for determining the impact of the 
proposals. Additionally, I neither saw in the CFPB proposals, nor heard in the Panel meeting, 
any evidence to show that the Bureau had examined whether or not the state laws and CFPB 
proposals could work together. Finally, I was struck by the absence of information in two areas 
that I thought the Dodd-Frank Act specifically required the CFPB to consider: (1) consideration 
of the adverse impacts of the proposals on consumers in rural and underserved communities; and 
(2) negative impacts to the cost and availability of credit to small businesses. 
 
I came away from the Panel meeting with more questions than answers. As a result, I strongly 
recommend that the CFPB provide me and the other small businesses with the information we 
need to adequately understand the complexities and costs of the proposals so that we can provide 
informed feedback. I urge the Bureau to seriously consider the concerns raised by the SERs in 
the Panel meeting and provide a more data-driven analysis and proposal for us to review and 
provide comments. 
 
Specific Concerns with the CFPB Proposal    
 
Complexity and Costs 
The complexities of this proposal are far beyond what I’ve experienced in my state—and 
Virginia has one of the most, if not the most, complex regulations in the country. Implementation 
of the current Virginia law took effect in 2009 and hit our family-owned business hard. At the 
time, we had 5 storefront locations in rural areas and had plans to expand into more rural 
locations. That did not happen after the law was passed. 
 
While there may have been good intentions behind the law, many of the changes had adverse 
effects on both lenders and borrowers. Most small lenders went out of business. Our company 
was forced to close two stores, which were located in rural areas where customers have few 
options for the loans they need. In fact, since we closed our stores, not one loan company has 
moved into either community to fill the credit void. 
 
The financial impact was harsh, the human toll was painful. We had to lay off employees who 
had good benefits and a number of them were women who were sole providers for their families. 
The happy customers we were in business to serve were no longer happy. The credit product 
they knew in the past became almost impossible to use. Customers were upset and our managers 
were in tears because the changes were as hard to explain as they were to understand. In my 
reading of the CFPB proposals, I find that they are so difficult for ME to understand that I cannot 
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imagine how we would explain them to our customers. Based on what I can understand of the 
restrictions the CFPB is proposing, the impact on our company and our customers will be that 
there will be no options left in our communities for short-term credit. 
 
In the absence of adequate small business impact data provided by the Bureau, I cannot begin to 
quantify the total cost of what the CFPB measures would be. I can provide cost examples from 
our Virginia experience. However, based on my reading of the CFPB proposal and my 
knowledge of the Virginia law, the costs of complying with the CFPB proposal would be at least 
as severe as the changes to our state law.   
 
One such example is software costs. Based on my experience in Virginia, the CFPB’s estimates 
of software conversion costs to implement its proposals grossly understate the true costs. When 
the new Virginia law was implemented in 2009, our company went through 5 different software 
companies over the span of 4 years before finding one that could comply with the new 
regulations. The attached chart (Attachment I) details our software conversion cost. However, 
this cost does not include our having to run multiple software platforms simultaneously at times, 
just to handle the number of regulatory changes. Nor does it include computer hardware costs, 
the costs of increased payroll and training, customer wait time and various related cost factors. 
And based on our experience, we will not know what the real costs will be until we get into the 
process of making the changes and sourcing the vendors. 
 
Another example is training costs, which are directly proportional to the complexity of the 
transaction. Attachment II shows actual training costs for a new hire in our company for the 
period before implementation of the complex Virginia law in 2009 and the period following 
implementation to present. Additionally, we have made a good faith estimate of what those same 
costs might be under the CFPB proposals—as we understand them. As you can see, the cost for 
our company to train a newly hired employee increased 163.4% when the 2009 state law became 
effective. Our estimated cost for the same level of training under the CFPB proposals represents 
a 108% increase over current costs. With these estimated figures for the CFPB proposals, our 
training cost for one new employee would be more than five times higher than it was in 2008. 
And these costs do not even include the re-training of existing employees.  
 
These are but two examples of how costly the CFPB regulatory requirements would be on small 
businesses, based on our experience in Virginia. It is important to note that these are fixed 
expenses that do not vary with loan volume. Since the cost of a loan in Virginia is a fixed fee, 
there is no way for a small business to recover any of the increase in fixed expenses. The only 
lenders that seem to be surviving in Virginia are the largest lenders who can make up these fixed 
costs with loan volume. Small lenders like my business were clearly hit the hardest.  
 
In addition to these hard costs, the complexity of the transaction under the CFPB’s proposal 
would lengthen customer wait times and increase their frustration with the product. Our 
employees and customers would relive the Virginia experience all over again—but at an 
exponentially higher level.  
 
Financially, we would not be able to remain in business, once all remaining costs of the CFPB 
proposals are considered.  
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Finally, I cannot see how the complexities of our Virginia state law and those in the CFPB 
proposal could possibly work together. Here’s just one example. Virginia’s law mandates that 
the borrower’s minimum loan term is determined by pay frequency: minimum 14 day loans for 
consumers who are paid weekly; 28 days for bi-weekly; 31 days for semi-monthly; and 62 days 
for monthly. Under the CFPB proposal, weekly, bi-weekly and semi-monthly paid customers in 
Virginia would fall under the short-term covered loan rules. Monthly paid customers fall under 
long-term covered rules—but because they have a balloon payment (single pay loan), they would 
fall back under short-term covered loan rules if you use the ability to repay (ATR) method. If I’d 
like to use the alternative method, I’d have to go back to the long-term covered loan alternatives. 
But the NCUA method will clearly not be profitable, due to the 28% APR cap. The 5% PTI 
would not be profitable either, as the 5% is far too low. This means the only option a monthly 
paid customer in Virginia would have is the ATR method. If you, the Panel members, are 
confused by reading this, imagine how confused I am—and how utterly confusing it would be to 
explain all this to my customers. I am concerned and bewildered by the fact that CFPB has not 
taken the time or the trouble to look at these kinds of conflicts with state laws.  
 
Impact on Rural and Underserved Communities 
We live in a small town and are often stopped by our customers in public places and thanked for 
being here to help them out. The large majority of our customers are extremely pleased with our 
products and service. We know our customers by face and name and have a great working 
relationship with them. 
 
Our family business always has been, and will continue to be, a proud sponsor of local 
businesses and charities in our communities. We’ve been a five-year sponsor of the Scott M. 
Fisher Foundation Fund for suicide prevention, as well as an on-going supporter of the local 
Volunteer Fire Department, and The Free Clinic of Culpeper, to name a few.   
 
We have the support of our communities and I am greatly concerned that the CFPB proposals 
will have a severe ripple effect throughout our small towns—negatively impacting our company, 
our customers and our communities. Not only will our customers be left without suitable credit 
options, our employees will lose good-paying jobs with benefits in communities where there are 
few employment opportunities. And the towns’ businesses, which depend on the purchase of 
goods and services by our company, employees and customers, will greatly suffer. 
 
Impact of the Cost and Availability of Credit to Small Businesses 
With no data on which to support its hypothesis, the Bureau believes there are very few small 
businesses that depend on short-term loans to fund their business. That is simply not true—and 
the negative consequences to these local businesses will be dire.  
 
We have a number of small business customers who use our vehicle title loans as a source of 
funds for their businesses. 
 
I’ve got a homebuilder, for example, who says he does not have time to jump through the hoops 
and fill out all the documentation to get a bank loan—even if he could qualify. He uses our loans 
as a cash flow tool. He understands the cost of our loans, only borrows the amount he needs 
(versus a larger bank loan) and knows exactly when he can pay us back. 
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Another customer owns a janitorial service and has taken out title loans to cover employee 
payroll while he waits to be paid for completed jobs. 
 
These are just two illustrations of the importance of our service to these vital service-providers in 
our communities.  
 
Closing Thoughts 
Again, I am most appreciative of being able to participate in this process. My overall concern, 
however, is that we SERs did not have the benefit of appropriate information from the CFPB 
upon which we could have given more substantive feedback. My earnest request is that the 
CFPB conduct the research required in order to answer our questions, address our issues and 
produce an alternative set of proposals that take that information into account.  
 
 
 
Sincerely, 

 
Brandon Payne 
 
Attachments 
 
 
 
 



Mr. Payne included the following items in his written feedback to the Panel: 
 

1. Payne’s Check Cashing, “Software Costs.” 
2. Payne’s Check Cashing, “New Hire Training Hours and Costs.” 
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Via Email to cfpb payday sbrefa@cfpb.gov 

Richard Cordray, Director 

Consumer Financial Protection Bureau 

1275 1st Street, NE 

Washington, DC 

Re: Submitted by: Jennifer Robertson, Chief Financial Officer and Chief Compliance Officer for 

Pacific Rim Alliance Corporation d/b/a Checkmate 

Dear Director Cordray: 

My name is Jennifer Robertson, Chief Financia l Officer and Chief Compliance Officer for Pacific Rim 

Alliance Corporation d/b/a Checkmate. I would like to thank you on behalf of Checkmate for the 

opportunity to participate as a Small Entity Representative in the Small Business Regulatory 

Enforcement Fairness Act (SBREFA) Panel session on April 29, 2015, regarding the Consumer Financial 

Protection Bureau's {CFPB) potential rulemaking for Payday, Vehicle Title and Similar Loans. This letter 

is to memorialize and supplement my statements made during the Panel session. 

As I am sure was clear from the Panel session, the CFPB rule proposals would have a devastating impact 

on the small-dollar credit industry as a whole and would put our company, along with many other small 

companies in the industry, out of business. The cost of implementation to comply with the proposals 

along with the reduction in revenue caused by the credit restrictions would make offering a "covered 

loan" to our customers no longer profitable. This would cause our customers to seek credit that either 

does not address their urgent fina ncial needs or comes from more expensive or illegal credit options. 

Rather than attempting to address concerns through consumer disclosures and proposals that preserve 

consumer choice, the CFPB has essentially chosen. to eliminate certain credit options altogether. 
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I. General Deficiencies in CFPB Proposals 

Our company believes that the proposals have numerous problems but some of its general deficiencies 

include: 

• The proposals are offered based on the assumption that certain acts and practices with 
respect to covered loans are "unfair" and "abusive." The Bureau makes no case that 
any particular act or practice meets the standards of "unfairness" or "abusive." 

• The proposals are also based on the Bureau's authority to prescribe rules ensuring that 
financial products are effectively disclosed. Yet , the proposals on ly briefly mention 
disclosures, suggest no specific disclosures and provide no data on whether consumers 
do not understand the covered loan products. 

• The proposa ls are not based on research of small businesses and their practices, 
products, limitations, and customers. At best this is an incomplete analysis and at worst 
leads to inaccurate data and incorrect assumptions. 

• The proposals fail to account for existing state laws, including the limitations already 
placed on creditors, as well as the effectiveness of existing state laws in balancing 
consumer protection and access to credit. The CFPB is suggesting that the various state 
legislatures and regulators across the country have allowed licensed lenders to cause 
substantia l injury to consumers and take unreasonable advantage of consumers' lack of 
understanding of covered loan products. 

• The proposa ls fail to consider substantial research regarding "covered loan" products as 
well as effects of restricting credit products in general. The Bureau has seemingly relied 
almost exclusively on limited research that only supports it s assumptions. Making 
proposals without refuting or even addressing such a signi f icant body of research and 
data is arbitrary and capricious . 

• The proposals ignore the distinctions between the wide varieties of products covered by 
the term "covered loan." 

• The proposals "ability to repay" concept fails to understand the small-dollar credit 
market and take into account the Significant benefits associated with meeting an urgent 
need. 

• The proposal fa i ls to consider the extremely low percentage of complaint s within the 
industry. Consumers overwhelming like the product and think it is useful. 

These major deficiencies suggest the proposals are based on a misunderstanding of the industry as well 

as very limited data and research. As such, there is no basis for the assumptions upon which these 

proposals are built. In light of these deficiencies and the devastating impact the proposals will have on 

consumers using short term credit, the industry as a whole, and small business in particular, the CFPB 

should suspend further action on the current proposals, conduct additional research, review existing 

research that conf licts with the CFPB's assumptions, obtain data from small businesses, correct the 

se rious deficiencies in the proposals, and reconvene a SBREFA Panel. We trust the CFPB wants to 

preserve small-do llar credit options( as it has stated numerous t imes),does not wish to elimina te 

hundreds of small businesses, and ultimately wants to promulgate a rule that balances consumer 

protect ion with access to credit. If that is truly the CFPB's mission, then it will reevaluate these 

proposa ls and address the major deficiencies. 



II. Checkmate- A Women-Owned Small Business 

Checkmate is a woman-owned company in business for over 25 years. Our company operates 58 

storefronts in 5 states 1 with $25 million in annual revenues. 

We are state licensed in all five states where we operate. We are highly regulated and are regu larly 

audited by each respective state regu lator, the IRS (tit le 31 audits), and now by the CFPB. We average 

about 45 separate audits per year. 

We employ 236 staff members who have been with us on average at least 5 years. Our staff is 

comprised of 82% women and 76% minorities, with an average salary of $40,000 per yea r.2 In addition, 

Checkmate has continuously offered great benefits including paid time off, health insurance and a 

generous company-matched 401(K) plan. We promote f rom within as evidenced by the fact that all of 

our district and regional managers started as tellers. and the average tenure of our upper management 

is 10 years. 

Checkmate serves 50,000 customers per month who come to us for fast, friend ly services that not only 

includes "covered loans," but also check cashing, money orders, money transfers, prepaid cards and bill 

pay. Depending on the state, Checkmate offers short-term loans, longer-term loans and vehicle secured 

loans. 

We know and respect our customers and we pride ourselves on customer service. Our customer 

satisfaction is extremely high with less than 20 formal complaints last year. Both state complaint 

statistics3 and the CFPB's own Complaint Portal indicate that the overall complaint rate for the industry 

is also very low.4 In add ition, a recent Harns Interactive Poll indicates that payday consumers 

overwhelmingly like the product. 5 Other research has shown similar consumer support for the product. 

A George Washington University study found 86% of customers believe the payday product to be a 

useful financial product and 88% were satisfied with their last transaction.~> The CFPB has built its 

proposals on the assumption that payday and other covered loans are "unfair" and "abusive" in the 

current structure they are offered under the various state laws. The CFPB appears to be attempting to 

fix a problem that does not exist. More importantly, the CFPB has built its proposal on the idea that the 

product is "unfai r" and "abusive" in its current structure but the actual customers using the product 

overwhelming think the product ts useful and beneficial. 

1 Checkmate operates in Arizona, California. Colorado, New Mexico and Washington. 
2 The majority of our store employees have no or little college education. It will be extremely difficult for these 
employees to find new employment with the ~a me salary and benefits provided by Checkmate. 
3 See Washington State Department of Fmanciallnstitutions, 2013 Payday lending Report (453 total complaints 
out of 871,801 transactions and 330 of the total complaints were against online lenders). 
4 According to the CFPB's own complaint data for 2014, the payday lending complaints totaled only 2% of the 
annual complaints submitted to the CFPB, compared to 35% for debt collection, 20% for mortgage, 18% for credit 
reporting, 8% for bank accounts, 7% for credit carets, and 3% for student loans. 
5 Payday loans and the Borrower Experience, Harris Interactive, December 2013. 
" An Analysis of Consumers' Use of Payday loans, Georgory Elliehausen (George Washington University) January 
2009. 



The customers we serve are from the large and growing market of individuals who have limited or no 

access to traditional sources of cred it. Our customers are working-class, middle income individuals that 

turn to us for convenient and immediate access to cash. They earn between $20,000 and $50,000 a 

year, with more than 16% earning over $50,000 a year. Checkmate's customers use our financia l 

services because they are quick, convenient and in many instances more affordable than other ava ilable 

alternatives. Customers also use our services because they understand the va lue in meeting their credit 

needs outweigh the cost of using the product. The customers like the ability and flexibility to make their 

own decisions on the priority of fi nancial obligations and the peace of mind to know if a need arises a 

credit option is avai lable to them. 

Ill. Ability-To-Repay Requirements 

The proposed "Abi lity-To-Repay" requ irements for both short-term and long-term loans will be 
problematic if not crippling for our small business. Checkmate never sets out to make a loan to 
anyone we believe does not have the abil:ty to repay us a'ld we underwrite every loan we make. We 
consider many factors when underwrit ing a customer including the customer's need as well as 
willingness and ability to repay. The specific information we obtain includes: 

• A valid driver's license 

• Proof of Income, 

• Proof of Residence 

• Proof of bank account 
• References and other information as necessary. 

We do not analyze major f inancial obligations or other living expenses. However, we do have 
parameters in place to limit the amount we loan each customer relative to their income. We 
understand that our consumers have a need when they come to us and the value of meeting those 
needs must be weighed in the analysis. The CFPB has conducted no research to determine the value to 
consumers in meet ing an emergency credit need. Certain emergency needs may be invaluable (e.g. car 
repair, medicine, rent, etc.). Furthermore, simply evaluating a customer's "major financial obligations" 
does not account for a customer's right to prioritize those obligations. The CFPB seems not to 
understand that a new financial obligation today may take precedent over an existing obligation and 
the consumer should have the option t o make that decision. 

a. Pulling Credit Report 

The process of pulling from and reporting to credi t bureaus is damaging to our small business as wel l as 
our customers' credit scores. It is difficult and very resource intensive for small companies to get 
approval to use the national credit reporting bureaus, and it is also very expensive to set up the 
necessary software integrations to use them. Additionally, we estimate t he cost per funded loan will be 
in the range of $10 to $15 per loan eliminat1ng :nost of our profit. For the consumers, this will also be 
detrimental. Our customers already have extremely low credit scores or no credit scores, and our 
repeated inqui ries will only make this issue vvorse . The CFPB recently found that 26 mi llion consumers 



are credit invisible7
. Under the CFPB's ability-to-repay requirements, these consumers would be denied 

credit which could disproportionately impact Black and Hispanic consumers. Many consumers 
specifically use our product because we do not make credit bureau inquiries. 

Aside from the increased transaction costs, small businesses like ours would also incur increased 
staffing costs to perform the ability-to-repay analysis on each loan transaction. The abil ity to repay 
requirement would also increase the time to close a transaction limiting the amount of transactions 
that could be completed in a given day. Our customers are working-class people and often visit our 
stores during their lunch break or other times of limited availability. The consumers do not want and 
do not have time for a long closing process. 

For some loan amounts and in some geographic areas we do use limited alternative credit analysis 
tools. But, we have found these to be only marginally useful. 

b. Major Financial Obligations 

As part of the ability-to-repay requi rements, the CFPB proposes that companies verify "major financia l 
obligations." This is completely unreal istic unless companies are allowed to rely on stated expenses 
from the customers. Customer don't ca rry around this information in a verifiable way. Also, many of 
our customers live in households with shared expenses. There is no way to verify if consumers are 
splitting rent, splitting ut ilities or any other household expenses. A copy of a lease or utility bil l will not 
suffice. This is an unnecessary and costly requirement and there are no readily available tools to verify 
a consumer's major financial obligations. 

The Bureau also indicates it is considering requirements to verify utility and medical payments. As noted 
above, utility payments will have issues with shared expenses amongst a household, and verification of 
medical expenses could run afoul of FCRA and HIPAA requirements. Requiring our small business to 
consider additional categories of obligations, such as utility and medical bills will mean t hat our ability to 
lend on the "residual" amount wi l l lead to even smaller loans. The more obligations we are requ ired t o 
consider, the smaller our loans will become. The entire concept of underwriting based on all major 
financial obligations and looking at residual income shows a lack of understanding oft he small dollar credit 
market. Consumers often use small dollar credit to cover a short-fa ll, because an unexpected event has 
lead to a deficiency to cover the costs of living expenses and obligations. Consumers choose to get small 
dollar credit, when they can't cover expenses, and they pnoritize getting our credit to pay rent above 
getting evicted, to pay for medicine rather than going without, to pay for a car repair so they can keep 
traveling to a job, etc. Basing a cust omer's "ability to repay" in part on major financial obligations fa i ls to 
understand that consumers can and should have the right to prioritize their fina ncial obligations and make 
their own credit decision. Customers who don't have "residual" capacity in their budget, should be able 
to decide whether to take on credit rather than suffer from events that would be more costly than the 
credit. Taking this right away from consumers is condescending and may actually lead to harmful 
consequences t o many consumers if they are unable to meet their credit need. 

c. Borrowing History 

Checkmate already verifies recent borrowing history within our organization. We also check state-wide 
databases in New Mexico and Washington . If we are requi red !:o report to a national consumer 

7 Data Point: Credit lnvisibles, The CFPB Office :Jf Research, May 201S. 



reporting system as the proposal suggests. the costs and impacts are hard to quantify alt hough our bad 
debt will most likely rise. In Washington, where a similar state database has the same impact, our bad 
debt is the highest of our single pay loans as compared to states where we do not have a database. Set 
up and integration with these databases is also very costly. We have seen many small companies close 
their doors in states with significant changes that require these sophisticated integrations. 

Overall when contemplating the Bureau's ability to repay requirements, Checkmate would be required 
to review additional income information in ways not currently contemplated, would be required to 
review customer expenses, and to reduce the loan amount down to some percentage of residual 
income, which is likely a far lower amount than the consumer needs. 

Unlike a mortgage loan or credit card, our product is a form of emergency short-term credit, more akin 
to an ambulance ride. Our data indicates that our underserved consumers come to us seeking to (i) pay 
for a car problem to continue getting to work, (iii) pay for unexpected medical needs, (i ii) to avoid utility 
shut off fees and (iv) other needs that are of substantial benefit to them and that if not met will likely 
result in significant harm to the consumer. 

These situations require immediate payment of amounts that the consumers do not have. The situations 
may require the consumer to prioritize financial obligations meaning certain less important obligations 
may need to be delayed as other obligations are met. We let our customers make those decisions 
because we cannot make that value judgment for them nor can or should the CFPB. The consumers do 
not come to us with stellar credit (26 million consumers are credit invisible) and do not come to us w ith 
an ability to demonstrate regular reserves of cash flow in their weekly budget.8 Like an ambulance ride, 
they come to us with an emergency need, and understand that we have to charge our state regu lated 
rates to provide an opportunity to avoid the catastrophes that could emerge i f they cannot pay for a car 
repair, unexpected medical needs, or uti lity shut off. 

Requiring us to provide emergency credit to a consumer, based on a "residual" amount available after 
considering expenses, will mean that a consumer who needs $350 to (i) pay fo r a car problem to 
continue getting to work, (i ii) pay for unexpected medical needs, or (iii) to avoid utility shut off fees, wil l 
only be able to receive a nominal amount, often less than $10 if any credit at all. In other words, the 
consumer will not receive the loan the consumer needs, and will likely forgo our services. This will drive 
the consumers to less desirable credit options (e.g. off-shore unlicensed illegal internet lenders, 
traditional loan sharks, etc.) that will charge the consumers much higher rates with completely 
unsupervised collection methods. 

We abide by our state laws and regulations and because of state mandated limitations, we cannot 
adjust pricing to compensate for any of the additional expenses generated from the proposals. The 
proposals provide a huge advantage to companies operating 1n states that have no price controls or 
other lenders operating under a "choice of law" model. Checkmate would consider offering any other 
allowable products under the state laws where we operate, but more than 80% of the credit we 
currently provide would not be available. We would close our locations, terminate our leases and 
eliminate 236 good paying jobs. Therefore, the most impactful cost to Checkmate will be the cost of 
losing our customers entirely, and the consumer will face the cost of losing access to emergency credit 
to cover the amount of their emergency expenses. 

8 Wall Street Journal, Younger Generation Faces a Savings Deficit, Moody's Analytics shows adults under the age of 
35 have a negative 2% savings rate (November 9, 2014}. 



d. Better Approach 

The CFPB's assumptions about "abil ity to repay" are incorrect. Checkmate's customers do have the 
ability to repay their loans, and do repay their loans. Company-wide bad debt is less than 5%. Small 
dollar lending does not need a full-blown mortgage st yle credit analysis . The revenue we earn per loan 
is too low to just ify the time and expense of this type of analysis. In add ition, an "ability to repay" 

analysis ignores wi ll ingness to pay and a consumer's decision to priorit ize financial obligations. 

The CFPB has failed to consider less burdensome alternatives that may eliminate what the Bureau 
believes to be the "unfa ir" or "abusive" nature of certain acts or pract ices. For example: 

(1) disclosures about ability to repay, costs, etc.; 

(2) required promotion of f inancial educat ion through pamphlets/links/courses; 
(3 ) reasonable safe harbor thresholds based on gross income; 
(4) consider state law restrictions th a;: have balanced reasonab le consumer protection with credit 

access; and 
(5) consider implementing trade association ''best practices" into the proposa ls. 

IV. Limitations on Sequences of Covered Short-Term loans 

The limitations on sequences of covered short-term loans would have a substantial impact on our 

revenue. The CFPB ind icates that the loss of loan volume could be up to 84% based on the ability to 

repay loan sequence restrictions, and we believe that the impact will be worse on small businesses. 

Deloitte analyzed our f inancial reports and determined that Checkmate would see a decline in profit 

margin ranging from 164% to 252%.(See Deloitte Analysis attached as Appendix A- Confidential and 

Proprietary).9 The Deloitte Analysis only evaluates the impact of the proposals relating to short-term 

loans. The analysis indicates 31 stores would become unprofi tab le and an additional 16 stores would 

likely need t o close. So the impact of the proposals relating to short-term loans would alone resul t in 

the loss of 47 stores.10 Obviously we would not survive such losses. Costs to implement these 

requirements are irrelevant because the revenue impact is so significant. 

Our company also has personal experience with signifi cant regulatory changes and their devastating 

effects although the changes in Colorado and Washington were not nearly as restrictive as the CFPB 

proposal. When Checkmate went th rough the changes in the state of Washingt on in 2010, our 

customers were limited to 8 loans in a given 12 month period, given free six month payment plan 

opti ons and a database was established. We saw an 83% reduction in revenue, laid off 86 staff 

members (80% reduction in staff) and closed 2/3'd of our locations requiring us to terminate 14 leases. 

We have not been able to maintain profitabil ity and we are only able to operate at all due to the 

9 Deloitte Analysis, CFPB Regulatory Proposal Small Business Review Panel, Business Profile for Pacific Rim All iance 
Corp. 
10 We expect the cost increases and limitations relating to the longef-term loans would result in the closing of all 
seven (7) of our Colorado stores bringing the orojected store closings to 54. 



profitability of our other states. With the CFPB contemplated changes, we would have to lay off all 236 

employees and leave all 58 locations empty. 

The Bureau's presumption of inability to repay when new credit is needed is simply incorrect. The 
CFPB appears to assume that existing financial obligations are equal to or more important than 
emergency needs and that a consumer's financial obligations wi ll remain the same. Unexpected 
expenses may arise during the term of the f irst loan requiring additional time to repay or between 
sequential loans requiring new cred it . It would also be an extremely rare event for one of our 
customers to have a significant increase in income between sequential transactions. Therefore, the 
proposals limiting sequential loans would in effect limit our ability to provide short-term loans to only 
one within any 75-90 day period (term piU5 60-days) and a total of 4-5 loans in a year per consumer. 

For short-term loans, there is no way to verify changed circumstances in a customer's ability to repay. 
Credit reporting is delayed and you simply can't get new data every two weeks on a borrower. In 
addition, it is unlikely that a consumer would ever have "changed circumstances" in a two-week 
period. 

The CFPB needs to consider more realistic alternatives to their :imitations on loan sequencing. For 
example: 

(1) consider a requirement for a payment plan (off ramp) after a certain sequence of loans or 
days of indebtedness as some states have found to work for its consumers; 

(2) reducing or eliminating sequencing restrictions if the lender requires a principal pay down; 
(3) consider eliminating these restrictions altogether when consumers pay their covered loans 

in full; 
(4) consider mandating disclosures showing the long-term costs of sustained use of short­

term credit (e.g. Texas CSO disclosL:res); and 
(5). consider implementing trade association "best practices" into the proposals. 

V. limitations on Reborrowing of Covered longer-Term loans 

Similar to the issues with covered short-term loans, the presumption that a consumer lacks the ability 
to repay when new credit is needed is simply incorrect. This presumption locks consumers out of 
credit options when unexpected events arise. Customers in most instances would not be able to 
prove a better condition, and thus would end up either defaulting or not being able to meet a new 
and possibly more important financial obligation. This would cause harm to the consumer as well as 
the lender. We would now have to report the default to the credit reporting agency and thus reduce 
further the consumer's access to credit in the future. 

If customers do not have the flexibility to refinance their longer-term loans when any new unexpected 
event arises, they will end up defaulting, and our bad debt rates wil l increase tremendously. 

This increased denial of credit and higher ciefau!ts will cause us and other licensed entities to go out of 
business and will send our customers into thE: hands of unlicensed lenders or traditional loan sharks 
that will not comply with the CFPB or any ruies. This will incr.:>ase the cost of credit and open the 
consumers to unregulated collection pract.ces. 



VI. Alternative Requirements for Covered Short Term loans 

The alternative requirements are almost as burdensome as the ability-to-repay option, and we could 
not survive under this model either. The CFPB projects slightly lower loan volume reductions for 
lenders using the alternative loan structures (55%-62%). However, recent resea rch ind icates the 
loss of revenue industry-w ide would be greater than the CFPB is estimatingY The CFPB projects 
loan fee reduction from 60% to almost 75%. Deloitte's analysis of our fi nancial reports projects a 
devastating impact on our business. As we covered earlier, our experience in Wash ington showed us 
that we can't survive with such reductions in revenue especially when the proposals wil l also increase 
expenses. 

This alternative option is inconsistent with our current state laws and regulations. This alternative 
would conflict with laws in Washington, New Mexico and Arizona . The $500 loan limit is lower than 
what is allowed and what we currently offer in Washington and New Mexico. In addition, the 
restriction would eliminate our short-term vehicle secured product altogether in Arizona. 

These alternative requirements would be a strong disincent!ve to offer short-term loans, however, in 

California and Washington a short-term loan is the only state approved option that we have for small 

dollar loans. There is no longer-term loan option available in these states that will work for our 

customers. 

We also do not understand why the Bureau is prohibiting title lending under the alternative short-term 

loans. We have offered both long term and short-term t itle loans in our states historically, and we find 

most consumers prefer a short-term product. Our consumers budget for short cycles of t ime, and they 

repay short-term loans more successfully than longer-term loans. Prohibiting these loans does not allow 

consumers to utilize equity in their vehicle. The consumer's vehicle is likely the only asset the consumer 

has to obtain credit and the CFPB is taking that option from them. In addition, it is rare that a consumer 

ever loses his vehicle in these transactions. 

VII. Alternative Requirements for Certain longer-Term loans 

Neither option the CFPB is proposing would allow us to stay in business. We have experienced first­

hand similar (although less burdensome) restrict ions in Colorado. When the law in Colorado changed, 

we saw most small entities go out of business. Along with the revenue losses the complexity of the 

product was too costly to reprogram for small businesses. We believe Checkmate to be the smallest 

business still offering the "payday" product in Colorado. 

We have seen a small increase in total customers at our seven locations (about 8%) but have seen a 27% 

decline in revenue and a 19% increase in bad debt. We have had to decrease staffing significantly 

(about 20%) to make up for the lower total loans, loss of revenue and higher bad debt. The changes in 

Colorado were catastrophic to most small businesses and Checkmate has only been able to barely 

survive thanks to revenue from other states. However, w ith the additional requirements of the CFPB's 

12 NonPrimelOl.com- Clarity Analysis, Proposed Rule Reduces Payday Loan Count by over 70%, (May 4, 2015). 



proposal on a nationwide basis, we would lose all profitability and have to close all our stores in the 

state. 13 

Colorado provides a great example of the regulatory limits under which the industry can survive. The 

Colorado restrictions (which are much less burdensome than the CFPB proposals) forced essentially all 

small businesses in the state to close. Many of the larger companies have only been able to survive in 

Colorado because of the profits made in other states. Small businesses have seen their future with the 

CFPB proposal in the example of Colorado. Small business could not survive the Colorado changes and 

they certain ly wi ll not survive the more rest rictive CFPB proposa l. 

VIII. Payment Collection Practices limitations for all Covered Loans 

The Bureau's proposa l to require a notice before attempting to collect payment from an account 
does not take into consideration consumer choice. Checkmate asks its consumers today if they 
would like a reminder call or text message. About 40% of our customers agree to receive text 
message reminders and another 30% agree to courtesy calls. Customers should have the right to 
decline advance notification and the ab ility to opt out. Many customers either do not want 
notification because they are an annoyance or because of privacy concerns. Mailing notifications 
to our customers would be very expensive and inefficient. We struggle wi th return mail from our 
required customer mailings today. Sending mail notifications every two weeks is simply too costly 
and f rankly unwanted by the consumer. We would urge the CFPB make this notifica tion optional 
and require the customer's consent. 

The Bureau's consideration to limit the number of t1mes a lender may attempt to collect from a 
consumer's checking, savings, or prepaid card account seems unnecessary and does not appear to 
be supported by any research. The proposal seems unnecessary because lenders are already 
under pressure and restrictions to limit the number of returned items. In addition, lenders do not 
want to initiate a payment inst rument that will be returned because the lender incurs a fee. 

We have experienced a 300% increase in bank fees in the past 5 months. Our very small company 
will incur over $700K in bank fees this year. Returned items are a key driver for our bank fees, and 
as such, we do everything we can to keep from depositing an item that we do not think wi ll clear. 

In addition, the new NACHA rules effective in September 2015 will limit the number of ACH 
returns. Lender and their ODFI's will be subject to fines and removal from the NACHA network if 
returns are too high. 

Furt hermore, Checkmate maintains policies based on the applicable state Uniform Commercial Code, 
Regulat ion CC, the Electronic Funds Transfer Act, Regulation !:, the NACHA Rules, and card payment 
processing rules. 

13 The closing of all seven (7) Colorado stores combmed with the 47 store closings based on the short-term 
proposals bring the projected store closings to 54 oi our current 58 locations. Checkmate would ultimately have to 
close all its stores and terminate all 236 employe~s. 



We manually try to verify funds in accounts before we represent returned checks or ACH payments. 
Unfortunately, most of the tools available to us in the past to a1d in these efforts are no longer 
available to our industry. Actions by federal agencies in this area have forced banks to stop allowing 
verification of fu nds. 

We charge the state allowed returned items fees ranging from $15 to $25, but we pay our bank 
$14.50 for each returned check. With processing costs, we lose money on many returned items even 
if we are able to collect the fee from the customer. 

Given all of these pressures and restrictions to limit returned payments, we see no need for the 
Bureau to add more restrictions than we already face in our collection efforts. In addition, the CFPB 
has shown no research indicating consumers incur a disproportionate number of insufficient funds 
fees from covered loan products and why such products should be treated differently than other 
products. Furthermore, debit card payments and other forms of payment which do not result in the 
consumer incurring fees should certainly not be subject to this proposal. Finally, the implementation 
of this proposa l would likely increase court collection efforts against consumers. 

IX. Research 

There are many academic and third party studies and research that support the benefits of payday 
lending and the corresponding harm that results when this form of credit is removed. (See list of studies 
and resea rch attached as Appendix B). There are also several significant studies, some quite recent, that 
illustrate: the impact on businesses of the CFPB rule proposals is more extreme than projected by the 
CFPB14

, borrowers who engage in protracted refinancing activity have better f inancial outcomes 
(measured by changes in credit scores) than consumers whose borrowing is limited to shorter periods1

\ 

and default on a payday loan plays at most a small part in the overall time line of the borrower's financial 

distress 16 

Conclusion 

Checkmate urges the Bureau to reconsider its proposals. In their current form, the proposals will not 
only eliminate all of the small businesses in our industry, but they will abolish the entire industry. The 
CFPB said many times that it does not wanr to cut off access to small-dollar credit because the CFPB 
sees the need for such products. However, these proposals will no doubt eliminate small-dollar credit 
for a huge portion of Americans. The CFPb IS substituting its decision-making for that of the 
consumer. Yet, the CFPB does not know the consumers' circumstances, the value of t he credit need, 
and the consumer's willingness and abil ity to priori t ize financial obl igations. Research shows that 
consumers overwhelmingly like and need these products. As stated previously, the CFPB appears to 
be creating a solution for a problem that does not exist. 

1 ~ NonPrimelOl.com - Clarity Analysis. 
15 Jennifer Priestly, Kennesaw State study. 
16 Mann, Columbia University, February 201 S. 



We respectfully request the CFPB to suspend further action on the current proposals, conduct additional 

research, review existing research that conflicts with the CFPB's assumptions, obtain data from small 

businesses, correct the serious deficiencies in the proposals, and reconvene a SBREFA Panel. If the CFPB 

tru ly wants proposals that balance reasonable consumer protections with continued access to credit, 

then major changes have to be made to the current proposals. 

Sincerely, 

~~tf:<~ 
Jennifer Robertson 
Chief Compliance Officer and Chief Financial Officer 
Checkmate 

Request for Confidentiality 

We have included in and attached to this written statement confidentia l and proprietary information 

related to Checkmate. We request that the CFPB not disclose the information designated as such and 

that t he information be treated as confidentia l and propr ietary. 



Ms. Robertson included the following items in her written feedback to the Panel: 
 

1. Deloitte Financial Advisory Services, Analysis for FiSCA (May 2015). 
2. Checkmate, “Studies and Research.” 

 



Written comments of Ed Sivak 
Hope Federal Credit Union 

 
Small Business Advisory Review Panel for Potential 

Rulemakings for Payday, Vehicle Title, and Similar Loans 
 

April 29, 2015 
  
Thank you for the opportunity to serve on the Small Business Advisory Review Panel for Potential 
Rulemakings for Payday, Vehicle Title and Similar Loans.  I serve as the Chief Policy and 
Communications Officer for Hope Federal Credit Union (HOPE).  For twenty years, HOPE has worked to 
break the cycle of poverty throughout the Mid-South by undertaking a wide range of income and asset 
development strategies to improve the quality of life for the region’s low- and moderate-income 
residents.   
  
In our experience as a small credit union, HOPE and its members incur significant costs within the current 
regulatory framework for short term small dollar loans.  These costs largely revolve around working with 
members who have taken on too many short term payday loans without consideration for the member’s 
ability to repay.  They also include the management of deposit accounts that have payday activity that 
exacerbates overdrafts and ultimately charge off.   
  
HOPE is of the opinion that in the presence of a strong, meaningful ability to repay rule, that the 
organization will experience lower costs associated with the types of activities described above and will 
save money over time.  Savings will likely accrue to HOPE as more information enters into the market 
place to inform the underwriting of our loans resulting in lower delinquencies and charge offs and on the 
increased stability of our member deposit accounts. Such a rule will take place when the CFPB adopts the 
Ability-to-Repay provisions that account for income and expenses with restrictions on reborrowing and 
with the requirement to report all covered loan activity. 
  
HOPE has submitted a memo to the Consumer Finance Protection Bureau that outlines its small dollar 
lending products.  The information is available for review in Appendix A.  Specific comments are found 
below. 
  
Topic 1: Ability-to-Repay Requirements – Underwriting and Verification  
HOPE supports a strong ability-to-repay rule with the proposed underwriting requirements.  HOPE 
anticipates that it would not need to make any substantial changes to its current underwriting processes if 
the proposed requirements were implemented.  None of HOPE’s current products meet the criteria to be 
classified as a covered loan.   
  
HOPE already engages in rigorous, manual underwriting of all consumer loans.  We are sharing this 
information to show that such practices can be implemented in a cost effective manner that does not 
curtail responsible lending.  HOPE’s current practices include: 
 
Income and Major Financial Obligations  

 HOPE calculates a Debt-to-Income (DTI) on all of its closed end consumer loans; 
 The DTI is set at 45% of gross income and 55% for net income; 
 HOPE includes housing expenses (mortgage or rent) within the DTI calculation and the ratio is 

set up to factor in residual income; 



o In this process, HOPE verifies all income through pay statements.  Statements must 
include wages earned year-to-date; 

 Self-employment income is verified through tax returns; 
 HOPE only considers the income of the person that applied for the loan; HOPE does not consider 

the income of other people in the household unless it is a joint application. 
  
Borrowing History  
HOPE currently check’s a member’s loan history by pulling a credit bureau from Trans Union for every 
closed end consumer loan application.  The credit bureau allows HOPE to look back 10 years, although, 
HOPE primarily reviews the past 24-36 months of activity.  HOPE reports borrower performance to Trans 
Union, Equifax and Experian.  Additionally, HOPE will request two months of bank statements from the 
borrower if the bureau is insufficient for us to make our decision and if the member’s primary deposit 
account is not with HOPE. 
 
In the process of reviewing the credit bureau, HOPE does not use the credit score to make a decision on 
whether or not to approve a loan.  Credit scores are only used to price HOPE’s loans which have a rate 
cap of 18%. 

  
Recommendations 
HOPE supports the proposal for covered short term loans to report to a credit reporting agency. Given 
HOPE’s current underwriting practices, HOPE’s preference would be for all loans to be reported to Trans 
Union, Equifax and Experian.  To the extent that the rule requires the reporting of all outstanding short 
term loans to a specialty bureau rather than one of the bureaus specified above, HOPE would choose to 
subscribe to the specialty bureau to gather additional information to inform its underwriting.  More 
informed underwriting would allow us to make better loan decisions which would ultimately reduce costs 
through reduced delinquencies and charge offs in the long run. 
 
At the same time, in the absence of a clear preference or limited set of preferences named by the CFPB 
among specialty bureaus, it is not clear whether or not HOPE would receive a more complete picture of 
the borrower’s history. If payday lenders could pick and choose to report among a number of specialty 
bureau options and HOPE would not know which bureaus to select to inform its underwriting – 
particularly if the number of eligible specialty bureau options is high.  Additionally, to the extent that 
multiple specialty bureaus will exist, HOPE would incur increased costs for each specialty bureau added 
to its underwriting process. The specter of multiple specialty bureaus and the costs associated with 
subscribing to multiple bureaus suggests that actions should be taken by the CFPB to limit reporting 
options for short term covered loans to the specialty bureaus that exhibit the most capacity to cover the 
largest segments of the market.      
  
  
Topic 2: Ability-to-Repay Requirements – Restrictions on Reborrowing  
Short Term and Balloon Loans 
HOPE strongly supports the proposed restrictions on loan sequences for short-term and Balloon Loans. 
In HOPE’s experience, the absence of restrictions on reborrowing – particularly for short term loans – 
have led to harmful outcomes for HOPE’s members. The following case study illustrates the 
shortcomings of current state law in Mississippi. 
  
In late July, 2012, a borrower came to HOPE looking for assistance.  The borrower had initially taken out 
a payday loan to cover expenses after the car broke down.  Once the borrower had taken out the first loan, 
the borrower got behind and then took out another loan and then another.  By the time the borrower had 



made it to HOPE, the borrower had eight payday loans outstanding from seven different lenders.  Table 1 
provides an overview of the loan amounts. 
  

Table 1 

Payday Loan Summary – Borrower Case 

Lender Amount of Loan 

Lender #1 $400 

Lender #2 $365.85 

Lender #3 $249.60 

Lender #4 $180 

Lender #5 $234 

Lender #6 $210 

Lender #7 $240(a) 

Lender #7 $240(b) 

  
Combined, the loan summary illustrates a number of problems.  First, Lender #7 engaged in the practice 
of “loan splitting.”  This practice allows the lender to circumvent the requirement in the Mississippi 
Check Casher’s Act that any payday loan secured by a check with a face value of higher than $250 will 
have a repayment term of 28 to 30 days. 
  
Second, in total, the borrower faced having $2,119.45 taken from the checking account at the end of the 
month.  The borrower’s take home pay for the month of July totaled $2,076.49 – which was divided over 
two pay periods.  Clearly, multiple lenders in this example made loans that the borrower could not afford 
to repay.  It should be noted, that there was no single reporting system that would alert lenders to the fact 
that the borrower had multiple payday loans outstanding at one time. 
  
A cooling off period would have prevented the unsustainable levels of short term loan borrowing outlined 
in the example above. 
  
  
Topic 3: Alternative Requirements – Covered Short-Term Loans  
We are of the opinion that in the absence of a strong Ability-to-Repay rule that the credit union will incur 
higher costs than in its presence.  We believe that the Ability-to-Repay principle should be in effect for 
every loan.  The alternative requirements proposed by the CFPB are not as strong and therefore could 
increase costs to the credit union – particularly for members with checking accounts with frequent payday 
lending activity that ultimately become charged off. 
  
To assess the costs associated with payday lending in an environment without ability-to-repay standards, 
HOPE reviewed the charge offs of all checking accounts in 2014 with negative balances over 
$500.  Twenty-five percent (25%) of the charge offs experienced payday lending payment drafts after the 



account had already been overdrawn.  Exhibit B provides an example of one member’s account that was 
charged off with significant payday lending activity – including multiple attempted drafts via ACH. 
  
In addition to the costs incurred by the credit union for charging off the account, it is important to point 
out that once HOPE charges off the member’s checking account, his or her options for securing another 
deposit account are severely limited.  We are concerned that the alternative requirements do not 
underwrite for success and both the credit union and its members will incur higher costs than if the 
Ability-to-Repay rules are implemented. 
  
  
Topic 4: Alternative Requirements – Covered Longer-Term Loans 
HOPE has no comments on this topic. 
  
   
Topic 5: Payment Collection Practices Limitations 
HOPE supports the CFPB proposal to limit attempts to collect a payment from a consumer’s account after 
two consecutive attempts have failed, unless the lender has obtained a new payment authorization from 
the consumer.  Appendix B provides an example of a member that experienced multiple loan payment 
collection attempts from one lender in different amounts after the account was already over drawn. 
Notably, the account became overdrawn on 12/7/2014.  The account remained overdrawn for the 
remainder of December through 1/13/2015 when it was charged off.  Despite being overdrawn for 30 
days, Advance America, a payday lender, initiated three drafts: 

o One on January 7, 2015 for $249.60; 
o One on January 7, 2015 for $210; 
o One on January 12, 2015 for $210; 

 
The example illustrates the high cost to the borrower as NSF fees mount and to HOPE when the activity 
contributes to a charge off event. 
  
Topic 6: Impact on the Cost of Business Credit 
HOPE has no comments on this topic. 
  
  
Topic 7: Other / Additional Feedback  
One final recommendation to consider in the drafting of the rules for payday, vehicle title and similar 
loans, includes the requirement to grant all borrowers a payoff quote for those who request one within 24 
hours.  In HOPE’s experience, there have been instances where a payoff quote has been requested by the 
borrower, and the lender has refused to give the quote to the borrower.   
  
In Appendix C, reviewers will see the March 2015 bank statement of a member that received a deposit 
from Maxlend.  In addition to the loan from Maxlend, the member also had an outstanding payday 
installment loan.  The consumer loan agreement for this loan is also included in Appendix C. The member 
approached HOPE to consolidate the loan from Maxlend with the payday installment loan into one loan 
with an affordable monthly payment.  When the member contacted Maxlend for a payoff quote, Maxlend 
refused.  Such actions significantly drive up the underwriting costs and the risks associated with making 
the loan for both the credit union and the member. Such actions also do not financially better the 
consumer and should be prohibited. 
 



It should also be noted that it is questionable whether or not the borrower had the ability to repay either 
loan.  Three days after making the second payment on the payday installment loan in February 2015, the 
borrower had overdraft activity on their account (Appendix D).  
  
 
Other questions 
In the drafting of the comments for the SBREFA Panel, HOPE identified two questions to submit for the 
record: 

 First, given that longer term loans with account access would use an all-in annual percentage rate 
in excess of 36 percent to determine whether or not the loan would qualify as a covered loan, why 
would an APR of 36% not be contemplated as the threshold for determining whether or not a 
short term loan should be covered? 

 Second, on longer term loans with a non-purchase money security interest in a vehicle, why 
would longer term loans secured by personal property also not be included as covered loans? 

  
Conclusion  
Again, thank you for the opportunity to submit written comments.  If there are any questions regarding 
the points made, please contact me at esivak@hope-ec.org or via phone at 601 944-4174.   



Mr. Sivak included the following items in his written feedback to the Panel: 
 
1. Email from Ed Sivak to Laura Udis, Response to Information Request for Consideration 

to Sit on Small Business Review Panel (January 29, 2015). 
2. Transaction Summary. 
3. SunTrust, Account Statement. 
4. SunTrust, Account Statement. 

 



 

 
Via email: cfpb payday_sbrefa@cfpb.gov 
  
Small Business Advisory Review Panel Members 
On Potential Rulemakings for Payday, Vehicle, Title, and Similar Loans 
c/o Consumer Financial Protection Bureau 
1500 Pennsylvania Ave., N.W. 
Washington, DC 20229 
  
Re: Written Comments of Small Entity Representative Judi Strong 
  
Dear Members of the Small Business Advisory Review Panel: 

 
I am a small payday lender with five stores called Cash In A Dash LLC. I worked in Kentucky 
state government and the University of Kentucky for 12 years. I am a grandmother of two and a 
widow but remarried and my husband is also my financial partner.  
 
I started this business in 2001 with one store in Hazard, KY because I wanted my own business 
and I did not want to retire at age 50. I investigated this business model with the Kentucky 
Department of Financial Institutions and they said they have fewer complaints from payday 
lender customers than any other business they regulate. One year later I opened our second 
location, and each year following I opened an additional store until I had five in total. We serve 
our customers in five rural counties and my businesses are one of the few places they can go to 
find credit.  
 
We have always followed all of the applicable state and federal laws and regulations and are 
fully compliant with all KY licensing and reporting requirements. The Department of Financial 
Institutions examines us annually. In 2009, the Kentucky Legislature passed a bill that reformed 
the industry by limiting customers to no more that $500 in total debt and provided for a 
mandatory statewide database to enforce this limit. It also gives the Department of Financial 
Institutions accurate information regarding the habits of our borrowers and how stores are 
operating. They also put a moratorium on new licenses until 2019. This has decreased the 
number of stores in KY from 739 to 550. Attached is the full overview of the KY regulatory 
and enforcement structure in Appendix I. 
 
Let me tell you a little bit about my customers. I have attached some of their stories to add 
additional context, as Appendix II. 
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First and foremost, I know my customers. I know more than their names. I know their children 
and their cousins and grandmothers. I know who just lost a spouse or best friend or who just 
lost their job. I know my customers well, as do my employees, because we have a history with 
them. They share their stories every time they come to the office. They like to share what is 
going on in their lives and their families. 
 
I know how much money they make and how they spend it and how much they can easily pay 
back in two weeks or 30 days. In fact, if I am concerned they may have to come back in two 
weeks for another loan, I often make the loan term 30 days so that they avoid the extra fee. 
 
Income levels are $26,000 average in all five counties where stores are located. The counties 
have a population of 18,000 or less. The unemployment is some of the highest in the U.S., 
average household income is $26,000, 71% have a high school education and 70% own their 
own home. 100% of my stores are in rural areas. When I matched the zip codes to the CFPB’s 
list, all of them qualified for this designation. Attached as Appendix III are six letters from other 
companies who applied to be SERs from rural areas. They agree with me that the CFPB’s 
proposal will hit rural and underserved consumers particularly hard and deprive them of access 
to credit. 
 
Many of my customers are single mothers and heads of households who use payday proceeds to 
smooth income for everyday expenses. Some use the product because their families are doing 
small business such as trucking, computer repairs, hair salon work, fence building and repairs, 
yard work, and child-care. I have also attached some of their stores in Appendix II. 
 
The proposal from the CFPB would create the worst level of lender discrimination based on 
gender and income and the underserved and rural populations. Those whom you propose to 
“protect” will only feel redlined, much in the same way customers were treated by banks in the 
1970s. 
 
The fact that customers are satisfied with our products is supported by a national public opinion 
survey conducted in 2013 by Harris Interactive, an international research and polling company. 
This Harris Interactive study is the first large, statistically significant one that looks at the 
motivations and rationale of payday loan users. While numerous studies have examined the 
economics and policy implications of short-term lending, this Harris poll is the first in-depth 
examination of payday loan borrowers’ experience. Here are a few of the highlights of this 
study: 
 

• 9 out of 10 customers were satisfied with their payday loan experience; 
• 84% of customers understood exactly how long it would take to pay it back, including 

rollovers 
• 93 percent of customers carefully weighed the risks and benefits before taking the loan.  
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These results show overwhelming satisfaction with the payday lending product, and certainly 
do not support the CFPB’s restrictive rule proposal. For more information about this Harris 
study, please see Appendix IV attached. 
 
My employees are special people and I treat them that way. Our pay scale is 25 – 30% over the 
minimum wage. One employee has been with us for 10 years, 3 employees have been with us 
for 8 years, 4 employees have been with us for 4 years and the others have been with us 2 to 3 
years. See Appendix V for letters from employees. 
 
All of our employees started on a part-time basis and have taken over as the manager or fulltime 
employee, which is 40 hour a week. They have trained and all are capable of running the store 
themselves. 
 
I have successfully implemented the Back to Work Program for Women. This has been used 
several times over the past 15 years. They actually started out as customers and became 
employees. 
 
The CFPB proposal distributed to the SERs is a complicated and punitive intervention into my 
business that does nothing to help my customers and would eviscerate my business.  
 
The estimates that the CFPB used to determine loss of revenue were not derived from small 
companies data. The CFPB has not studied small-business payday lenders like mine. The 
impacts reported in the CFPB proposal are based on large-firm examination data and do not 
take into account significant increased cost structures in small businesses. The CFPB does not 
evaluate the sustainability of the small businesses affected by looking at store results of 
profitability or lack thereof. However, the results of the CFPB’s estimates are enough to sink 
any business, and small stores like mine would be affected even more severely. 
 
No portion of the CFPB’s impact analysis uses residual income information from borrowers of 
small-business alternative products in order to estimate the impact of new ability-to-repay 
requirements. My real life interaction with customers has not been taken into account and is in 
fact substituted by some statistics that only apply to very large companies.  
 
Accordingly, the CFPB has insufficient data in order to evaluate the burdens of its proposal on 
small business. These same missing data are necessary for the CFPB to evaluate, alternative but 
less burdensome regulatory models that could produce similar consumer-protection outcomes. 
 
To determine the exact impact of the proposals, I participated in a study with Charles River 
Associates. I provided transaction level and store data to the researcher. The findings clearly 
indicate that I would have to close all my stores in less than 90 days after the implementation of 
these types of rules.  
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As Mr. Dan Gwaltney reported at the SBREFA Panel meeting, a group of six of us, all small-
business lenders, including four SERs identified in this review, provided their financial and loan 
data to Charles River Associates for analysis. 
 
These data included store-by-store monthly profit-and-loss statements from six small lenders 
for a two-year period, covering approximately 200 stores with payday lending revenues across 
15 states. The businesses also provided transaction-level data for 150,000 consumers across 
eight small lenders with 234 stores in 15 states. 
 
The results of this analysis show that the proposed rulemaking would devastate small-business 
lenders. Under the proposed long-term debt protection rules contained in the outline, payday 
lending revenues are estimated to decrease by 82 percent on average for the small-business 
lenders analyzed. The average annual per-store net income decreased from a profit of 
approximately $37,000 to a loss of approximately $28,000 (a negative swing of $66,000). 
 
Of the close to 200 stores with payday lending revenues in the analysis, 84 percent of the stores 
would be expected to experience net losses. All six firms included in the analysis would have 
experienced significant losses and would be expected to be required to cease operations.  
 
Given the short time period involved and the absence of historical data regarding the effects of 
application of the CFPB’s ability-to-repay rulemaking variants, it was not possible to model 
those variants. However, there is no reason to suspect that those variants would produce 
superior profitability results to those reported by Charles River Associates. 
A complete copy of Charles River Associates’ report is attached as Appendix VI. 
 
I also can tell you from my own personal experience that the proposal does not take into 
account the behavior of my customers, nor does it address their needs for liquidity or the timing 
of their cash flow shortages. 
 
The 60-day cooling off period and mandatory lockout are both unfeasible and punitive. 
Customers borrowing patterns are seasonal. From January until April there is a natural cooling 
off for a lot of customers as they receive their tax refunds to cover their bills and unexpected 
expenses. They tend to come back as school graduations, summer vacations, gardening projects; 
home improvement comes with the spring. With schools starting early in August we find that is 
a busy month in the stores. November and December are also busy.  
 
My customers do not get a cooling off period with respect to all the bills they owe on a monthly 
basis. I cannot tell them to simply refer to their creditors for their non- payment of utility bills 
or groceries as their cooling off period. Customers implement their own cooling off periods 
with me as their individual circumstances change. Nobody knows when he or she is going to 
experience a need for more cash flow or an emergency is going to arise. To tell someone they 
cannot borrow for 60 days is just not a feasible for them or the lender. One of my best 
customers stopped by in February after she received her tax refund and said she would not be 
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back for a while. Ten days later she came in and had to borrow because her refrigerator broke 
and she need $400 to repair or get a new one. A 60-day cooling off period would have placed 
her in financial jeopardy. You cannot quell demand for this product by cutting of the supply. 
People will move to dangerous and costly alternatives. 
 
I do not get a cooling off period with respect to my payroll, rent, taxes, insurance or any other 
expenses. If my customers are to be locked out for nine months per year, then I will need a 
similar reduction from all my vendors and employees and landlords during that period. 
Somehow, that does not seem plausible.  
 
I have read the entire proposal several times and read most of the media reports and press 
releases put out by the CFPB. First, I believe that the press release that mentions a woman who 
turned a $300 payday loan into an $8,000 liability is just false. There is no way anyone can do 
that, especially in Kentucky, and from what my fellow SERs reported, the other state laws 
would not permit such a balance to be due on a payday loan. In KY, once you default, you 
cannot be charged additional interest and fees.  
 
More importantly, the CFPB claims that sustained use of my products causes harm to my 
customers. However, they have offered no proof or even an analysis of where they derive harm 
from these loans. The only study they ever site is from Pew Trusts, which are a paid advocacy 
and lobbying group, not the Pew Research organization. They are dedicated to stopping my 
product, not conducting real research. In fact, if you read their shoddy report that they call 
research, you really begin to question their honesty and veracity. I have attached a statement 
from my trade association, CFSA about the Pew report, as Appendix VII. They have gone into 
great detail debunking some of Pew’s “findings” and methodology 
 
Furthermore, when real research is completed by scholars who use appropriate methodology 
and not five-year old, stale polling data, the results are quite different.  
 
I have attached, as Appendix VIII, the study produced by Jennifer Priestley from Kennesaw 
State, which concludes that sustained use of payday loan products does not decrease one’s 
credit score. I believe that this is true because my customers tell me that they use their payday 
loan proceeds to pay off their reportable debt. My customers are intelligent and are offended 
that the CFPB thinks they are not smart enough to think for themselves.  
 
The CFPB would have been able to do a better job protecting consumers by looking at working 
state models. This product has been around in regulated form for over 15 years. Thirty-five 
states have passed enabling statutes because actual payday lending in unregulated form has been 
going on in some states for over one hundred years. That is where some of the most egregious 
abuses have occurred. In KY, local grocers and dry goods stores would allow people to run tabs 
but with no records. When the bill got to a certain level, the store owner would use 
extraordinary means to seek repayment, including physical harm or forfeiture of land or 
property that had been in the family for years, and worth considerable amount more that the bill 
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for groceries. Furthermore, there was never any accountability as to the amount owed, no 
disclosures and no chance to challenge the amount due. 
 
Kentucky 
 
Had the CFPB simply looked at viable state models like Kentucky, they would have learned 
that we have a track record of bi-partisan, well thought-out legislation that has proven to help 
customers while not eliminating all their options for short term credit. 
 
In fact, the industry worked with the legislature and consumer advocates on reform bill in 2009. 
While it resulted in a significant loss of revenue and store licenses, we have a workable 
framework that the CFPB should study for its results in protecting consumers. 
 
We also worked closely with Commissioner Vice and Attorney General Conway to give the 
customer an Easy Payment Plan. This was set up to keep the customer from incurring an NSF 
Fee. They can come into the store before the loan is due if they think they are going to have a 
hard time paying the loan. They agree to a payment plan and we will not send the check through 
the bank. 
 
The CFPB should take a page from our book in Kentucky and actually have a dialogue with us 
instead of dropping on us an unworkable set of regulations that have no basis in fact, developed 
with no actual research on a customer’s welfare, or actual understanding of our customers. The 
measure is meant to be punitive and sets arbitrary numerical limits on credit with no benefit to 
the customers and no showing of some “harm” that is being fixed. My personal experience, and 
scholarly research both indicate that more bank accounts are overdrawn when customers do not 
have access to these products. I have attached the study from Morgan and Strain as Appendix 
IX. 
 
Utah 
 
In addition, I have read about the newly passed law in Utah and think the CFPB should consider 
studying the Utah law and how it affects consumers. 
 
Lenders must determine ability to repay by income verification or a credit bureau report, and 
the borrower must sign an affidavit stating he or she has the ability to repay. Rollovers must be 
requested by the borrower.  
 
The major change to Utah’s law in 2014 was the mandatory offering of an Extended Payment 
Plan after the customer has had a loan for 70 days. If the borrower refuses the EPP, he or she 
must pay off the loan and wait one business day before taking out a new one.  
 
The law also requires that the lender must accept a partial payment on the original sum and can 
renew with a smaller balance for the subsequent loan. The EPP must include four payments 
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over at least 60 days, with a $20 default fee. While the law may not be feasible for some 
lenders, or even small businesses like mine, it may provide a viable alternative to these 
draconian measures proposed by the CFPB. 
 
For all the reasons I have mentioned in this letter, I requests that the proposed rulemaking be 
withdrawn, that the proposal be modified and that the SBREFA Panel be reconvened. This new 
panel could then consider a revised set of proposals based on full data about small-business 
lenders and their borrowers and to consider the viable and consumer friendly state regulatory 
models. 
 
Sincerely, 

 
__ 
Judi Strong 
President and Owner | Cash In A Dash LLC 
(p) 859-227-4465 (e) judi.strong@twc.com 
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KRS 286.9 - DEFERRED DEPOSIT 

• Established in 1992, amended in 1998 
and 2009 (added Database) 

• Transaction Limits: . 
I 

-Maximum of 2 transactions totaling $500 
outstanding at one time 

- Term 14-60 days 

-Fee: $15 per $1 oo 
• Internet and Unlicensed Activities 

- Illegal to collect BOTH principal and interest 

Kt!!!!Y~ 
COMPLAINT DATA 

CATEGORY 2011 ' 2012 2013 YTD 2014 
Payday Lenders 14 13 5 8 
Internet Payday Lenders * 116 137 78 
Other 88 67 60 51 

---------------------------------------TOTAL 102 196 202 137 

PERCENT OF TOTAL NON-DEPOSITORY COMPLAINTS 
Payday Lenders 14o/o 
Internet Payday Lenders * 



DATA BASE ENFORCEMENT TOOL 

• Operational on April 30, 2010 

• On-line I real time 

• Risk identification 
' 

• The database will ilot app\rove a payday loan 
in excess of statutory limits 

I 

OVERVIEW OF 2013 ACTIVITY 

• Total Number of Transactions= 
2,192,018 

• Average Advance Amount= $335.17 

• Average fee = $55.38 

• Total Number of Borrowers = 211,660 

• Average transaction = 20.2 days 
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May 6, 2015 

From: Judi Strong 

Cash in a Dash LLC, Lexington, I<Y 40502 

Subject: "Small Business Qwners" in Perry County, KY using payday lending! 

* Mr s currently borrowing $500 for the purpose of 

investing in wife's new beauty salon. 

* ·  uses payday lending to finance her occupation as a 

hair dresser. 

*  uses payday lending to finance her booth at a flea 

market, as she is a vendor. 

"'   uses payday lending to finance her profession, 

which is a realtor for Century 21 real estate firm. 

These are 4 examples of payday lending contributing to small business owner5 

and investors in the economy of Perry County, Kentucky. 
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Ms. Judi Strong 

Cash In A Dash, LLC 

405 Hart Road 

Lexington, KY 40502 

Hello Judi-

All AMIER ICA!N 
CHIECK CASHING, INC. 

May II , 2015 

All American Check Cashing, Inc. 

505 Cobblestone Court 

Madison, MS 39110 

I would like for the CFPB to recognize that companies similar to yours and mine provide 
financial products in rural and underserved small towns all across the country. But, equally 
important is the opp01tunity we provide for employment. community outreach and support for 
these small towns. 

Employment opportunities: My company provides employment in rural areas to 
applicants with less skill set than larger markets thus we employ candidates with GED's or high 
school diploma's on a regular basis. My company employs 79% female workers of which 53% 
are of child bearing age (21-36) and our average female worker age is 31. Minorities make up 
40% of my work force but in rural and underserved areas the minority percentage goes up to 
46%. 

Community outreach: In rural and underserved communities we regularly work with 
the local chamber and the town leaders. We are able to make a large and lasting impact when a 
family has a tragedy and we are able to conduct blood drives and become the drop off point for 
clothes or other bare necessities. We work with these families to raise life giving supplies, 
shelter, clothing and money. 

Community service: We regularly donate our time to the local boys and girls club, 
battered women 's shelters and under privileged reading programs. I can't tell you how many 
small town Christmas parades we've participated in. In fact we have a Santa Tour where we use 
a professional photographer and Santa while visiting our rural stores providing a free photo with 
Santa. Judi, most of these children never have the opportunity to sit in Santa's lap. As I type this I 

have received a letter from the president of a small town thanking my company for our support 



and cooking the meal to feed volunteers that cleaned the to·wn last Saturday during a chamber of 

commerce supported community event. (Attached) 

Simply stated in rural and underserved America the financial choices are extremely limited. In 

some of these towns there are not even any banks. Additionally, employment opportunities are 

almost non-existent. We are a highly regulated industry and adding federal oversight at the 

proposed level from the CFPB will shut down 70% of the short term industry but will surely 
eliminate 100% of the rural and underserved areas. The CFPB must realize that the NEED for 

our products drives the demand and by limiting the consumer access will NEVER DO AWAY 
WITH THE NEED. Taking away products or regulating providers out of business has never 

worked in the USA. Instead we need to educate our great nation and allow the educated citizens 
to make choices for themselves. If the NEED was not great the supply would go away on its 

own. 

Thank you, 

\ 

---/~ 
Michael Gray 

President, All American Check Cashing 



Michael Gray 

From: Randy Kirby 
Sent: 
To: 
Cc: 
Subject: RE: Clean Up Day 

Thank you Whitney, we certainly enjoyed it and as always it was our pleasure!!! 

Randy Kirby 
Al·quisitions & Facilities 
All American Check Cashing, Inc. 
P. 0. Box 1350 
Ridgeland, MS 39158 

"Home of Relationship Lending" 

From: W 
Sent: Monday, May 11, 2015 9:40AM 
To: Randy Kirby 
Subject: Clean Up Day 

Mr. Kirby, 
I wanted to thank you personally for you and your business cooking lunch f(x the volunteer 
workers for Clean-Up day last week. It was a wonderful gesture that I know was greatly 
appreciated by all. We truly value you and your business and everything you do for our 
community. 

President, Magee Cl1amber of Commerce 
DISCLAIMER: This message and accompanying documents ;u·c covered by the Electronic Communications 
Privacy Act, 18 U.S.C. 2510-2521, and contains information intended for the spccilicd individual(s) only. This 
information is conlidcntial. If you arc not the intended recipient or ;m agent responsible lor delivering it to the 
intended recipient, you cu-e hereby notilicd that you have received this document in error ;md that any review, 
dissemination, copying, or the laking or any action based on the contents or this inl(mnalion is strictly prohibited. 
If you have received this communicati(m in error, please delete the original message. 

--------·----------·--------- - ---------------· 
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Kimberly L. Gardner 

May 7, 2015 

Judi Strong 
Cash In A Dash, LLC 
405 Hart Road 
Lexington, KY 40502 

Dear Ms. Strong, 

Equity Management Group, lnr.. 
: 6610 Summer Avenue, Suite 102 
Bartlett, TN 38134 

; (901) 380-4115 office 
(901) 380-4224 fax 

I understand that you expressed concern about small businesses operating in 
rural and under-served communities. I would like to personally thank you and I 
applaud your efforts. 
I am also requesting that you send my letter with your comments to the CFPB. 

I am a small, family owned business owner with 7 locations in Tennessee. We 
currently have 17 full time employees all of whom are full time and are provided 
health care insurance. Most of my employees have been with us 
for many years. One, in fact, who is celebrating his 19 year anniversary this year. 

We opened for business in May of 1994 to fill the need in the community for a . 
"Financial Alternative" available to the general consumer that would provide a 
small, unsecured, short term cash need until his/her payday. 
Our customers choose the payday advance option to cover small expenses and 
avoid costly bounced check fees. or late payment penalties and other less 
desirable short-term credit options. 

I have read the CFPB's Proposals under Consideration and am extremely 
concerned about their effect on my small business, my employees and my 
customers. 

Tennessee was one of the first states to pass and regulate the payday advance 
industry. I was involved and spend numerous hours working with the legislature 
and the Department of Finance to make sure the Tennessee law was balanced and 
consumer friendly. I take pride in the fact that when the Department issues their 
report to the General Assembly each year they can note the approval rating from 
consumers who have used a payday advance remains quite high. 
Our company's·primary focus is on the customer. Our goal is to provide a fair 
product, at a reasonable value, through a positive customer experience. It is very 
concerning to me that the Bureau would put out proposals that would have the net 
effect of eliminating this short-term credit option for my customers. We truly care 
about our customers and want them to be satisfied with the product. If we didn't it 
would be difficult to be in business 21 years later. 



An additional concern that I have is tha~ 3 of my 7 locations, or 43%, are located in 
what the CFPB has classified as rural and under served communities. These are 
communities that we contribute to and support many social and environmental 
concerns. 
Our employees have great relationships with our customers and they truly value 
our service. We continue to give back to the local communities that we serve and 
if that option is taken away because we have to close our business I'm not sure 
what they would do for this short-term credit option. 
If we are forced to close our business I'm not sure who sponsors the local 
baseball team. I find that we are success because we give back and help make 
the neighborhood a better place. 

I personally sit on the board of the Tennessee Financial Literacy Commission. I 
do this on my own time because it's important. We offer financial literacy 
information to each customer so to judge our customers by assuming they are not 
capable of making a sound financial decision or that they don't understand what 
they are getting into is simply NOT true of my locations in Tennessee. We have 
balanced regulation in our state with consumer safeguards in place. Our 
customers, for example, are not allowed to have more than two payday advances 
or borrow over $500.00. 

f would like to ask the Bureau to collect more information from small business like 
mine and reconsider its proposals to protect small business and the communities 
we have been serving for over 21 years. 

Sincerely, 

~roner 



Thursday, May 07, 2015 

Judi Strong 
Cash In A Dash, LLC 
405 Hart Road 
Lexington, KY 40502 

Dear Ms. Strong, 

~ ~MercgftaCasltJI 
Cash ADVANCE 

"Your PAYDAY Prescription" 

First, let me say thank you for your participation as a SER on the recent SEBRF A Panel 
convened by the CFPB to discuss the issues affecting small consumer lenders across the 
nation. I know how much valuable time it takes away from yotir business and customers 
to prepare for such participation and I thank you for your efforts. I understand that during 
your appearance, you made a very strong argument in favor of protecting small 
businesses and their employees that operate in rural areas and under-served communities 
and I am writing in hopes that you add my voice to the concerns you expressed and 
request you will include my letter with your comments to the CFPB. 

Like you and so many others, I am a small business owner, who works very hard every 
day to sustain a business to provide jobs and opportunities in local communities and help 
those who are in need of our products and services. I currently own and operate eighteen 
consumer loan locations throughout central and south Alabama and 11 percent of those 
are classified as rural and underserved by the CFPB. We provide three separate types of 
loan products to serve the communities - Payday or Deferred Presentment loans, Title 
loans, and small dollar Installment loans. Currently, I employ 41 individuals full time and 
provide their healthcare coverage (pay a majority of the premiums), paid leave, vacation 
time, bonuses, and as many other benefits as possible based on our ability to produce 
income. For your perspective, over the last year or so, due to the barrage of bad press, 
bank discontinuance due to "Operation Chokepoint", and the quagmire of impending 
state and federal regulatory action, that employee number is down from fifty. So, as of 
now, nine people (single moms or with families), some of whom are in very small 
conununities, who had stable jobs with sustainable income and benefits find themselves 
out of work. 

Judi, I have read and think I understand the CFPB's complex rule making proposals under 
consideration and I am particularly concerned about their effect on our business, 
customers, and employees. I take my responsibility as an employer very seriously and, if 
enacted, I envision a devastating impact on us at the very least requiring a major 
downsizing if not closi.ng our businesses altogether. Not only will the employees be 
affected but the consumers we serve (who by the way are much more intelligent and 
capable of making decisions for themselves than given credit for by our industry 
opponents) will have an invaluable source of short-term credit eliminated. What would 
they do- pay exorbitant OD bank fees and/or late fees (MUCH higher than our current 
interest rates), lug their TV's to pawnshops, turn to illegal onUne lenders? As you know, 

4240 Carmichael Road • Montgomery, AL 36106 
Phone (334) 356-0687 • Fax (334) 356-0637 
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Cosh ADVANCE 

"Your PAYDAY Prescription" 

the vast majority of our customers use our products responsibly and as intended and we 
pride ourselves on customer service and building relationships. In my fifteen plus years in 
the industry, I suspect that you can count on one hand the number of consumer 
complaints submitted against our company to a regulatory agency and of the few 
submitted all were handled to the satisfaction of the customer and the agency. I am proud 
of that fact! Our customers are very satisfied with our services as recently evidenced by 
the number of petitions signed by them regarding pending legislation in Alabama. I am at 
a loss as to why the BW'eau would even consider proposals that would have such a 
devastating effect on so many lives. 

Our company has also continued to support local charities and provide items like "Back­
to-School" packages, through advertising supp01t for local schools, athletics, and other 
groups, as well as, collected and matched funds to send to other causes like hurricane 
Katrina, the Tsunami, etc. - all these things would disappear if we were forced out of 
business by over-reaching regulation! The local economies and other small business 
would be negatively impacted as well. As I mentioned, recently, due to impending 
regulation, we have closed locations, vacated leased office space and discontinued using 
services to clean windows, janitorial, etc., all of which are small businesses that have 
been negatively impacted. How bad would it be nationwide to implement mles that 
would eliminate us altogether? None of this even touches on the point that our customers 
use the money we provide to reinvest in purchases through local business such as grocery 
stores, department stores, doctor's, pharmacist, florist, plumbers, electricians, etc. Can the 
industry opponents even fathom the ripple effect this would cause in these communities? 

I agree with most everyone in our industry who follows the rules that regulation is 
necessary and I support common sense legislation that would protect our consumers from 
those who are not as interested in their welfare as we are, however, I believe most of the 
regulation should come from the state level where they know and are responsible for the 
residents and more capable of enforcing regulatory issues. Currently in Alabama we are 
very well regulated and audited by the state for compliance arumally. We provide all 
disclaimers and disclosures, have limits on how much we can loan, specific payback 
terms, and even a required "off-ramp" for those who may get themselves into a situation 
and need additional help by offering them a longer term payback option. Actually I 
believe it's the over regulation requiring specific terms that eliminates the possibility for 
competition, which improves the situation for consumers. Why would the CFPB think 
they should propose mles and issue directives that may conflict with our state law and, 
worse, put small companies like ours out of business? We have seen proposals like this 
before in other states and the impact on the employees, consumers, and business have 
been devastating. 

What I would like to see is the CFPB stop operating from conjecture and speculation and 
do their due diligence. True external and objective impact studies debunk many 
assumptions cu!Tently used by the CFPB. We all know that there are opponents to our 
industry that just don't care what the actual numbers are and no matter what factual data 
is presented their opinions would remain the same (especially since some of those 
organizations have other less honorable objectives). If the CFPB really does want to 

4240 Carmichael Road • Montgomery, AL 36106 
Phone (334) 356-0687 • Fax (334) 356-0637 
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Cash ADVANCE 

"Your PAYDAY Prescription" 

protect the conswner then they should take the time to actually speak to our consumers> 
compile and analyze actual data and make good decisions based on conversations with 
those of us in this industry that care about our consumers. Hopefully this will be 
something they consider more carefully before gutting an industry and destroying lives. 
I want to thank you for your time reading this letter and I am available to you if you have 
any questions concerning any statements or opinions I have presented. 

Sincerely, 

f.~-7 P:/ h 

.... ·..._e:::;:/-. / . (.--:;/ / "'=~ 
David S. Jone;II;..:.~er 
Emergi-Cash 

4240 Carmichael Road • Montgomery, AL 36106 
Phone (334) 356-0687 • Fax (334) 356-0637 



May 8, 2015 

Mrs. Judi Strong 
Cash In A Dash, LLC 
405 Hart Road 
Lexington, KY 40502 

@fiJ!§f}{! ®) UWf)JfJ!ff® 
You're Good For It! 

RE: SBREF A - CFPB Proposed Rules for Payday 

Dear Mrs. Strong: 

I wc,)Uld once again like to thank you for your efforts and the time you've spent 
representing small businesses in our industry as a participant in the SBREF A Panel. I 
know you made a compelling argument for protecting small businesses operating in rural 
and under-served communities as well as small businesses in general. I would like to add 
my concerns to yours and request that you forward my letter with your comments to the 
CFPB. 

I represent Cash Tyme, a small, privately owned business, fonned in 1998, which 
operates 49 payday loan locations in seven states: Indiana, Kentucky, Tennessee, 
Mississippi, Alabama, Louisiana and Florida. We employ approximately 125 people who 
live in the communities they serve. 

At least 16% of our locations as defined by the CFPB, and perhaps more in my opinion, 
are in rural and under-served markets. Our customers count on our services to be 
available when they need them. The money they receive from us is spent in their local 
communities as is our employees' pay. The closure of these locations would have a 
negative effect on these small communities in many ways. 

I have reviewed the proposed rules the CFPB is considering and I am alanned and 
saddened the rules that were expected to ensure consumers have access to fair, 
h·ansparent and competitive markets for small dollar credit, instead will greatly reduce, or 
completely remove from the marketplace options the vast majority of consumers use in a 
responsible manner. As written, the proposed rules would prevent a customer who would 
use the service r~sponsibly and benefit from its use from choosing an option, which they 
deem better than the alternatives. 

In the states in which we operate there are already substantial safeguards in place for 
consumers, including but not limited to centralized databases which limit the number of 
payday loans a customer can obtain, limit the amount a customer can receive in total and 
in relation to their income, and dictate cooling off periods. 

825 Northgate Blvd., Suite 200 • New Albany, IN 471 SO • 812 - 949-0500 ·Fax 812-941-9915 • www.cashtyme.com 



You're Good For It! 

There are many alternatives that could, and should, be considered by the CFPB which 
could provide protection for consumers without restricting the option of receiving a 
payday loan for those who need it and use it responsibly. As an example, in many states 
we are already required to provide Extended Payment Plan Notices to customers when 
they receive their loan to make sure they are aware that if they are unable to repay their 
loan when due we will provide an Extended Payment Plan with no additional fees or 
interest of any kind. 

Ultimately the CFPB 's proposed rules, if passed, would completely eliminate an 
important option from the marketplace. The CFPB would be limiting consumer choice by 
taking away an option consumers continue to choose over others, use responsibly, benefit 
from and appreciate. We serve a vastly diverse customer base with a wide range of 
unpredictable set of circumstances. For the CFPB to propose rules with a "one size fits 
all" mentality that are so restrictive shows no understanding of, or respect for our 
customers who make intelligent decisions based on their unique circumstances on a daily 
basis. 

I believe in, and support providing fair, transparent and competitive services and 
products. However, I also believe that can be achieved without reducing options for those 
who otherwise would use a product or service responsibly- and without eliminating 
small businesses and jobs in the process. 

Mick Walts 
Exec. Y.P I Compliance Officer 
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May 11, 2015 

Judi Strong 
Cash In A Dash, LLC 

405 Hart Road 

Lexington, KY 40502 

Dear Ms. Strong, 

MANAGEMENT COMPANY, NC. 
P.O. Box 520- Crestview, Florid~ 32536 

850.682.0475 

I understand that you were a participant in the SBREFA Panel and I am providing comments in this letter 

that I would appreciate your including in your written commen\:s to the CFPB. I know that you operate 

storefronts in rural areas and that is just one of the reasons I am writing to you. 

First, I'll say that my company qualifies as a small business as defined by the annual gross receipts 

maximum for participation in SBREFA. I have worked for Speedee Cash Management for 13 years. 
\ . 

Speedee Cash was founded in 1984 and is a family owed busi, ... ,;,·ss. We employee an average of 175 

people. We operate 67 store front locations in Alabama, Geqrgia, Mississippi, Nevada, South Carolina, 
'· and Tennessee offering payday, title, and consumer loan proi.iur:ts. 

I have read the CFPB rule making proposals and saying that I am concerned is a gross understatement. If 

the rules are implemented, I am certain that we will close off.:ces, lay off employees, lose company 

benefits such as 401K, and most certainly have to deny our wstomers access to safe affordable cash. 
assure you that the need will not go away but the availability tc come to a regulated lender will 

decrease immensely and the alternatives our customers must face for their need is quite scary. It 

astounds me how our government will e!>sentially wipe out al' :ndustry that provides a viabie short-term · 

credit option for consumers. 

Based on the CFPB website, 39% of our stores are in rural and under-served communities. If we have to 

close locations, it will be detrimental not only to our customers and employees, but to the communities 

we serve. Vacant buildings will cause lost revenue for landlords and to the community in general. Our 

company has experienced loss very similar to this based on o:.'"':-regulation. 

Our employees know our customers; they are our children's t~achers, law enforcement officials, 

neighbors, and friends. There are so many misnomers about our customers being poor and uneducated 

and I truly, as do my customers find it offensive. 

,I ' 

, o I 



MANAGEMENT COMPANY, INC. 
P.O. Box 520 • Crestview, Florida 32536 

850.682.0475 

Through you Ms. Strong, I implore the CFPB to re-evaluate th:::i: rulemaking proposa ls. If the CFPB is 

truly concerned for consumers then the logical step would be: ~.-.focus on providing financial education 

thus lessening a consumer's need for short-term credit insteC'.d of what their proposal will assuredly do 

which is eliminating their access to regulated lending and forcir·:~ them into unregulated and harmful 

avenues for cash. 

t~~~ot0 
Elisha Brown 

Speedee Cash Management, Inc. 



IVlay 4, 2015 

 

Employee of Cash In A Dash 

KY 40336 

To Whom It Concern: 

l have been employed by Cashin A Dash for the 

would have a hard time another employer in rny county that'''"'""'""' 
convenience of dose to home. l have two sons, •.vho live at one and 
the other school and looking for a job that hE: wo can remain in the county but 

him a wage. works on a f<Jrm, which us a home and he does a !ot of 
maintance work for th•': stores that <Jre owned Cash in A Dash. 

employee" of Cash In A know our C\JStomers and 'Ne try very hard to evaluate tht~ir situation 
when come to the store for a loan. Many hav~c:: been to the bank and a loan .. but do 

vVe have a process that is regulated by the ;,tate of and we go by their 
rules ami We have rules and regulations ser up by Cash In A Dash and 'vve all go by those 
rules. We never trv to get our customers !n trouble by letting thf·rn borrow more that thev can afford. 
one does have a we work with th•~m ln a pavrnent pf,:;n that they can afford. 

on the money that 1 earn, and they depend em the money that our customers 

borrow. Most of us shop locally and it helps other small businesses in otJr community_ Our business 
rents from a local business ovvner, we usf; the utilities of focal companies, pay local taxes, do 
at the local radio station and newspaper,. buv our contribute to the focal schools both in the 
classrooms and on the athletic booster dubs. As vou can see we are very much involved in the 

and thev on us. 

Even the thought of the CFPB putting us out of business is both frightening and dis1Husioning. We are a 

ve1y much needed and appreciated business in this community, l depend on this as do my fet!ow 
workers. We all have with children going to coHege to a 1 year old_ One is a military 

veteran widow,. who needs thls job for income for ht~r family and grandchildren. do not think you aH 
understand the business nor understand how many depend upon this type of loan to make 1t 

through the month. You will be hurting the economv in these smal! counties. 

Sincerely, 



Home Oflkc: 
-lll5 Han Ru:td 

Ll~~ ingtt>n. KY -10509 
l\5~-21i.'\-5~ll 

7~) r.lutt\ln Blvd 
!Iazard. KY -II 70 I 

(1()()~139-227·1 

To Whom It Mf!y Concern: 

I :()(I Ridmll>mlRuau 
lr.ir.·~. K Y -to:;:;fi 

61l6. i2:'\·07W 

5-1-lll :-. lain Sire\!1 
ClayC'ity. KY -1n;1 11 

()()(>. (l{i,).()!:S90 

--. -···' .' 

36 Jcnkitt~ Ruatl 
'•,\'hite.\burg. K Y ·1 1 656 

(l()(}.())) . ..J~l\3 

15.1 .'n:l Str~t 
McK<!e. KY ..Jl).!..J? 

61X~o.1g?.J:>.7-I 

I have worked for Cash in a Dash LLC Payday Lending, Ha;.ard, :<Y for 10 years. When I •.vas first 
employed it was parHime, which allowed me to learn from my nephew, the rn<Jnager. When he 

became ill. I accepted the m2m:ger's position and have been in that position for the pa:;t 6 years. I am a 
veteran'~ widow as my husband ~ervetl in Vietnam. I have raised 4 children and presently hP-Ip them 
out with the grandchildmn. A wi<Jm•/s pension is not enough for rne to Sttppon myselt ar.d do the 

:hings I need for my family. This job •nith Cash in <l Dash Payday Lending has given rne <~lot of flexibilit-y 

in my schedule and has afforded me extra morll~Y lC1 take care of myself and m•t family. 

l knew all oi rny customers <md they feel comfortable coming in and borrowing money frorn us when 
the\' are in need. They ue not pressured and we try tc keep them 111 a range of borrowing cha\ they l'e!~l 

comfort<Jble with and can pay back. We have ro keep nccurate fi les and records for ti12 state, because 

..,.,e get avdited ev1~ry year and lam pleased to stare that i havf~ ne·H~r b~:en written up or fined for any 
mistake. We follow all tile rules and procr.rlurr.-; ot the state of KY and Cash In A Da;h . We dmss 
professionaliy and tre<Jt all of our custom!!rs with respect. 

My assistant is also vt::ry efficient ;wd sh~ too depends on this income ro supplement hr:r husband's 
s<:l .')ry, <JS they hc:ve a daughter in college and they ila·Jr~ expenses thr.v ·Nan: to cover for hN education 
!-ier hu~band h;;s had !o leave the are;;, t;aveii ng 3 hours to work for the past/. years bec<nJ5t· rht? coal 
mines have $hut down operations in Hil!.ard, Kenwc!>y. So, to find work, he has had to rravei out of the 
area. Times are very tough in the Perry Crllll'lfy Mr-:: .1nd w e •:.;ould h;we a hard time finding another job 

that pays us as well. 

M•{ assistant and I enjoy this work .)nd feel that we ar•? helpinG our customers, who need a short term 

loan to help with whatever their needs ar the n1orncmt might be. Our location is close to the local 
hospit<l l und we have many customers who •Nork there. If this bu5iness dosed bee;; use of rhc rule:> you 

are propostng vou would have a bad dfecr· on our conmunity and cur persona! lives. 

Sincerr:ly, 

 



In addition to the items above, Ms. Strong included the following items in her written feedback 
to the Panel: 
 

1. Harris Interactive Public Relations Research, Payday Loans and the Borrower Experience 
(December 4, 2013).  

2. Charles River Associates, Economic Impact on Small Lenders of the Payday Lending 
Rules under Consideration by the CFPB (prepared for CFSA) (May 12, 2015).   

3. CFSA, "Response to PEW Research on Payday Loans" (October 2012). 
4. Jennifer Lewis Priestley, Payday Loan Rollovers and Consumer Welfare.  
5. Donald P. Morgan et al, How Payday Credit Access Affects Overdrafts and Other 

Outcomes, Journal of Money, Credit and Banking 44:2-3, 519-531 (March-April 2012).  
 



May 13,2015 

DanSokolov 
Deputy Associate Director 

Rl FINANCIAL 
SERVICES 

Consumer Financial Protection Bureau 
Washington, DC 

Claudia Rodgers 
Acting Chief Counsel for Advocacy 
U.S. Small Business Administration, Office of Advocacy 
Washington, DC 

Shagufta Ahmed 
Policy Analyst 
Office of Information and Regulatory Affairs, Office of Management and Budget 
Washington, DC 

Transmittal via e-mail to: cfpb_payday_sbrefa@cfpb.gov 

Re: Written Comments by Small Entity Representative (SER), Bob Zeitler 

Dear SBREF A Panel, 

I am the CEO and owner of PH Financial Services, LLC. I have 55 storefronts in California, 
Illinois, Louisiana, Missouri, New Mexico, Virginia, and Wisconsin. I offer several different 
short term lending products depending on the different state laws and, more importantly, 
based on what my customers want, need, and can afford. I founded my first payday lending 
store in 1990 and grew that business to 10 locations before selling it to Union Bank of 
Illinois. After the successful expansion and sale of my first business, I put my efforts into 
growing what is now PH Financial Services. My wife, 3 sons, and I own 100% of our family 
business and we rely on it to support our ever-growing family. 

Since day one, financial stability has been the primary goal for every customer that comes 
into our stores. PH Financial Services offers payday loans, non-secured installment loans, 
title loans, MoneyGram and pre-paid debit card products to our customers. Our role is to 
customize a financial solution that provides the bridge to their financial stability. We have 
helped thousands of people establish or restore their credit by reporting to the credit 
bureau. · 

Backgr ound on PH Financial Services, LLC 

We have been in business for over 15 years and we currently employ nearly 150 people. 
We take pride in our on-boarding process to ensure our employees are educated and 
trained properly and I am proud of our employee loyalty with 46% of our branch staff 
staying with us for 5 or more years, and we just hired a dozen new staff members. I believe 
our impressive employee retention is because of training, competitive salaries (33% higher 
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than minimum wage), and our full benefits package we offer to all of our employees. Since 
last June, we helped eight employees get off of welfare. The pride those employees have in 
their work and their responsibility to their community is truly a blessing. 

We want our employees to be proud of the place they work PH Financial Services has 
generously contributed to its communities both nationally and locally. The company has 
donated over $100,000 to the Make-A-Wish Foundation and an estimated 25 other 
charities. Due to our unequivocal stance on the importance offinancial education, we are 
also committed to teaching disadvantaged adults and children how to properly manage 
their money through programs held in local communities. 

Our efforts towards employee retention and community relationships not only feel good, it 
makes good business sense. In 2014, we were able to help 22,000 customers through 
169,000 loans and we had less than 25 complaints. That is a 99.99% satisfaction rate. To 
ensure continued customer satisfaction, we run our own internal audits in addition to any 
state audits conducted by regulatory authorities. Last year, 96.07% of our stores passed 
their audits. No store can be without exception, but for 96% of our storefronts, the hurdle 
was set high, and they met the challenge! We strive for excellence every day in every store. 

Small Business Economic Impact Analysis 

I am currently very frustrated by the lack of small business analysis in the CFPB proposal 
that I have been asked to review and provide commentary on. The CFPB has had over 3 
years to look at short-term lending and how small businesses like mine provide short-term 
loans to our customers. Yet, when CFPB issued its proposals last month, it admitted that its 
economic impact analysis was only based on data from large payday lenders. Small 
business owner's data was not a part of the process. When I looked into the purposes of the 
Small Business Regulatory Enforcement Fairness Act (SBREFA), I learned that the small 
business representatives were expected to provide comments on the CFPB's analysis. 
However, I did not expect to begin this process by finding out that the CFPB had ignored its 
responsibility for conducting small business-specific analysis and, instead, place that 
burden on me and my 2 6 other small business colleagues. Recognizing that the CFPB had 
not conducted any specific small business impact analysis, I worked with my association, 
the Consumer Financial Services Association (CFSA), to complete some research that would 
fill the informational void left by CFPB. CFSA hired Charles River Associates (CRA) to work 
with me and 5 other small-business lenders to model the impact of CFPB's proposal on our 
businesses. The CRA research is included, in its entirety, in Dan Gwaltney's written 
comments and submission to the SBREFA panel. 

Much like the proposed rules themselves, the SBREFA process has been highly flawed in its 
implementation by the CFPB. The limited time frame Qess than two months) between CFPB 
issuing its proposal and then requiring small business specific commentary has now 
prevented CRA from thoroughly modeling impacts beyond how CFPB's proposal would 
impact single-payment loan products. I am glad that my association facilitated CRA's 
analysis, but I continue to believe SBREFA intended for the CFPB to do that sort of work 
prior to asking me and other small business owners to provide feedback I am asking that 
CFPB consider the CRA data, my comments, and those comments of the other SERs, and 
then re-convene the group of 2 7 small business owners to provide feedback and 
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communication. If we SER's are not afforded this opportunity, the true small business 
impact of the proposed rules will be highly diminished, and the negative impact to the 
industry predicted by the CFPB will most certainly happen. 

From a small business perspective, the lender cannot absorb additional cost, absorb 
reduced revenue and continue to offer an unsecured, convenient product to the consumer. 
For all of the same reason banks do not lend to this segment of the industry (profit), these 
proposed rules would create an untenable environment from which to earn a profit. 
Additionally, the evaporation of credit to this consumer segment will cause the overall cost 
of credit to become more expensive from less credible sources. 

CRA's analysis of CFPB's proposal shows a decline in revenues in excess of what CFPB 
predicted when it tried to extrapolate small business impact from large payday lenders' 
data. CRA used 2-years of financial data from 234 stores and included 150,000 consumers. 
The median loan was for $255 with a 14-day term and a $45 fee. When faced with CFPB's 
proposat the stores studied would experience an 82% decline in revenues, even with the 
assumption that consumers would not change their borrowing behavior in response to the 
rule (a factor anticipated by CFPB and built into its model of economic impact based on 
large lender data). 

Along with my other small business peers, if an 82% revenue decline was forced upon any 
of us, we would have to close our businesses under that scenario. When Virginia instituted 
its regulations in 2009, I had to close 4 stores. My decision to close those stores in Virginia 
was based on the impact to revenue from $889,171.00 in 2008 to $505,824.00 in 2009, a 
43.1% decline- a small fraction of what CRA predicts will result from CFPB's proposals. 

What bothers me the most about CFPB's proposal is how closing my stores would impact 
my employees and our customers. The thousands of customers we help will still need credit 
and be faced with a burdensome lending environment which at best will limit individual 
needs if not completely prohibit access to credit. Many of the areas we serve do not fit the 
mold larger lenders will fill which will eliminate access to credit our customers desperately 
need. Demand will be met by unlicensed bootleg lenders or those who offer online lending 
where practices fall outside of state regulations. I have received several letters from 
customers who know I am participating in the SBREFA process. I removed nonpublic 
personal information to protect my customers' privacy, but I wanted you to see the letters 
to demonstrate how my customers view PH Financial Services and the products we provide. 
Those letters are included as an attachment to these written comments. 

It's hard to fathom the full impact closing down our stores will have on the economy, but I 
know it will go beyond our industry. From the local landlord that now has a vacant building, 
to the printing company we no longer utilize because we have very little stores to advertise, 
to the family owned and operated technology company we use to provide our customers 
with payment reminders. All of this will go away. Not to mention the thousands of jobs that 
will be lost pushing our valued employees into unemployment and financial ruin. 
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Ability to Repay (ATR) 

The CFPB's prescriptive approach to customer screening under its "Ability to Repay" 
proposals seems to be based on a false assumption that lenders somehow want to lend 
money to customers who cannot repay. That makes no business sense. The loans I make 
are funded with my capital which means I participate with the customer in their ability to 
repay. The CFPB's belief that I would be willing to lose $200.00 for a fee of $40.00 is totally 
outrageous. I absolutely do not want to lend money to someone who is not likely to repay. 
Does that mean I should embrace CFPB's approach for underwriting loans? Absolutely not! 
Each state has different regulations which prescribe how I underwrite my loans. You 
cannot boil down a customer screening process that should take less than 20 minutes at a 
small business like mine and script a federal one-size-fits-all underwriting process that can 
predict my customers' ability to repay. I am asking that each state's underwriting be 
analyzed to ensure the new rules will be flexible for both customers and lenders so that 
rogue, bootleg lenders to do not proliferate the market allowing honest, law abiding, moral 
lenders such as myself the continued privilege of providing a much needed form of credit. 

At my stores- Our underwriting process has been developed to encompass a balanced, fair 
and ethical approach for determining how much, if any, credit can be granted to an 
applicant. In fact, our primary focus is to determine the applicant's ability to repay which 
we believe serves the best interest of both the applicant and our company. If a customer 
encounters an unforeseen problem while paying off their loan, the Illinois law allows for a 
re-finance and I work with customers to help them meet their obligations. The CFPB should 
look closely at that type of flexibility, which recognizes the fundamental business practices 
of small businesses like mine and the importance of working with customers in relationship 
lending. CFPB's approach of mandating a prescriptive underwriting process will hurt my 
ability to effectively screen customers and will limit the flexibility I have to assist customers 
meet their financial obligations. 

The 5% Test 

The CFPB is proposing to limit loan payment amounts to a maximum of 5% of a consumer's 
gross monthly income. Currently our underwriting allows for a maximum loan amount of 
25% of the applicant's gross monthly income. 

Doing some simple math on the CFPB proposed limit, a consumer would have to make 
$75,000 a year to qualify for loan of $500. Our customer base is in the low to moderate 
income sector, with annual gross income ranging from $30,000 to $50,000 a year. A 
consumer making $35,000 a year, for example, would only be able to obtain a loan of $265 
under the CFPB proposaL Furthermore, a consumer making $20,000 a year would only 
qualify for a loan amount of $150. This rule will severely penalize the majority of our 
customers limiting their access to credit. 

Consumers making less than $20,000 annually get penalized the most under this rule. 
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The following chart shows the effects of the So/o rule: 

!!!l.m!:m;_ 

- The averase inst;.Ument loan Of'l,nated bala.nct. is ~ptOJC:Im.Mely S600today. A conwmer would have to be maldn& averS8S~<XX>a year to get tl\at loa.n as.sumirc the S" rule 

- The FDIC and NCUA .weras•loan amounts are sreaterthan the aveta~e loan amounts In the short term Industry iiOd the banks and credit unioos could not .serve customers/memben 

- In ordtot to prov1de i customerrft3klna~pro•lmately ~.OOOayear a $500 loan the rNxlmUJTI payment percentage would need to be set approximately at lS% 

Our customers' needs for a loan on average are far greater than $150. And as the CFPB 
should be aware, the revenue generated on loans in this So/o size would result in such a 
drastic reduction in our revenue that I doubt we would be able to continue in business. In 
addition, this rule not only limits lenders, it seriously curtails credit opportunities for 
consumers. This is just as much a limit on a consumer's financial freedom as our ability to 
continue in business. This will hurt our low to moderate income borrowers who have no 
other borrowing options. 

CFPB Should Examine How its Proposal Would Impact Different Products in Different 
States and Re-Convene the SBREFA Panel 

I am sure CFPB will receive written comments from several of the 26 other small businesses 
that are participating in this SBREFA process. Undoubtedly, many of them will point out 
how a specific short-term lending product works in a particular state. As I pointed out 
earlier, I continue to be frustrated that CFPB did not break out how its proposals would 
impact small businesses. I am also upset that CFPB did not break out how its proposals 
would work with regard to specific products in different states. It was evident at our face­
to-face meeting with the CFPB on April 29tJ1 that the CFPB did not have an idea of how an 
installment loan is treated differently than a single-pay loan in different states. How can I, 
as a small business owner provide value-added input to the SBREFA process, when the 
administrators for the process do not understand the underlying product set? It is not a 
matter of regulating one product. Yet, the CFPB had proposed a one size fits all large 
company approach that will crush the small business owner. 

I believe CFPB cannot benefit from my input and from the input of other small business 
owners who are part of the SBREFA process without breaking down how its proposals 
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would work product by product and state by state. For instance, CFPB should look at a state 
like Utah that has ATR standards, mandatory Extended Payment Plans (EPP), requirements 
for pay-downs ofprincipat informed-customer choices for rollovers, and tough standards 
for collection practices. Why hasn't CFPB looked at Utah as a baseline for me and other 
SERs to consider when it convened the SBREFA panel? 

I operate in Illinois and that state provides another example for CFPB to consider when it is 
crafting industry-wide standards for short-term lending products. I encourage CFPB to take 
my observations of the Illinois legal and regulatory framework and analyze how small 
businesses maybe impacted by applying some ofthe Illinois approaches through a CFPB 
regulatory proposal. The CFPB should conduct that research and then re-convene the 
SBREF A panel in order to learn from me and the other small business owners who were in 
Washington, DC on April 29th. 

The CFPB' s use of a Bank and Credit Union Initiative as a Baseline is Trying to Turn 
Apples into Oranges 

There is little similarity between the operations of a bank or credit union and a small loan 
lender. In the FDIC bank and credit union pilot program for small dollar loans, half of the 
institutions in the study required the consumer to link a savings account to the loan. We 
believe that all banks and credit unions in the study had other deposit relationships, such as 
a checking account, with all participating consumers. 

Banks have a common law "right to set off' against their customers. Meaning a bank can 
satisfy a consumer liability by taking the amount of that inability out of any consumer asset 
they hold. Based on this right to set oft banks have a silent security interest in consumer 
deposits that effectively serve as collateral against any loans they make. 

To take rules that previously appear to have worked for banks and assume non-bank 
lenders can follow the same rules is trying to turn apples into oranges. The loans we make 
are unsecured, We do not hold any deposits of a consumer that allow us to set off against 
their debt. 

In addition, comparing a bank or credit union's costs of funds of .25% today to our cost of 
funds which is in the 15% range, itis unfair to impose rate caps of any kind based on bank 
programs. If a bank borrows money at .25% and lends at 18%, it is lending at 72 times its 
cost of funds. If we were permitted the same latitude, our APR's would cap out at over 
1000%. 

In addition, the impact of the loss of processing options and the negative publicity from the 
CFPB on small dollar lending had driven our cost structure up exponentially over the last 
two years. Processing costs have more than tripled and borrowing costs to us have likewise 
increased. It's another bad assumption when you speculate that our cost structure is in line 
with that of a bank 
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The following table illustrates the duration analysis for studies conducted by the FDIC, 
NCUA and CFPB. 

OuratiG"' An.,l'\.~\ 

Monti! l Monti! 2 Monti! 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month ll Monll> l2 
FDICShortTennl.endln1PAotProgram I. __ ....__U_(_..,...,,. __ 

NCUA Poydoy Altemotlvo l'n>l"'m ~-·-
CFPBProPC>SedGuldollnes - - t.s-· 

The CFPB's Data Pool 

We keep hearing that the CFPB is proposing new regulations based on their conclusion of 
the need for consumer protection based on data they have gathered. However, the CFPB 
has refused to share that data, and we are at a loss to understand where these proposed 
rules are coming from. Whatever "studies" they have also seem to be contrary to recent 
studies and information published by third parties and other federal agencies. For example, 
a 2009 study by the Federal Reserve Bank in New York found: 

Although much maligned for its high prices, payday credit can be cheaper than 
overdraft credit. The median price for overdraft credit in 2006 was a flat $27 per 
overdraft (FDIC 2008). The typical price for payday credit is $15 per $100 of credit 
Given two weeks of credit at those prices, payday credit is cheaper than overdraft 
credit for overdrafts below $180. According to the FDIC (2008), the median 
overdraft at POS, ATM, and check transactions was $20,$60, and $66 in 2006 
implying payday credit would be the cheaper substitute for at least half of 
depositors. Our paper investigates how the availability of payday credit affects 
overdraft fees and the supply of "free" checking accounts, the base good with which 
overdraft services are bundled. We estimate the effect of payday credit using two 
different identification schemes. The first, following Morgan and Strain (2008), 
compares how outcomes change as states switch from allowing to prohibiting 
payday credit, or vice versa. The second, following Melzer (2009), focuses on states 
that prohibit payday credit, and compares outcomes at institutions located near the 
border of a state that allows payday credit with outcomes at institutions located 
further from such a border. 

The identifYing assumption for the first scheme is that legal changes within states 
are independent of overdraft outcomes, a plausible, if arguable, assumption. The 
identifying assumption for the second scheme is that the payday laws and location 
of intermediaries in one state are independent of laws in neighboring states, a less 
arguable assumption it strikes us. Importantly, the identifying assumptions of these 
two models are independent, which strengthens the overall research design. Except 
perhaps in the most concentrated deposit markets, we find that banks and other 
depository institutions raise fees on overdraft credit and reduce the supply "free" 
checking accounts when payday credit is available. The changes are similar in both 
models. and are economically meaningful; the price of overdraft credit increases by 
$1, or 4 percent, and the likelihood of "free" checking falls by 5 percent 

Although we entertain other explanations for our findings, we attribute them partly 
to adverse selection created by the curious flat-fee pricing of overdraft credit 
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According to the FDIC 2008 (Table IV.2 p. 14), 98.4 percent of depository 
institutions charge per overdraft. White (2007) contends that banks eschew 
charging explicit interest to avoid regulation as credit and hence, usury limits. Banks 
may also want to avoid the adverse publicity that quadruple digit interest rates 
might incite. Flat fee ("buffet-style") pricing of overdraft credit disadvantages 
depositors prone to small overdrafts, and so exposes overdraft providers to adverse 
selection. Once payday credit priced ala carte becomes available, depositors prone 
to smaller overdrafts switch, saddling banks and credit unions with proportionately 
more depositors prone to large overdrafts. 

httn://www.newyorkfed.org/research/stat'f reports/sr391.pdf 

So "payday" loans are a better deal for at least half of all consumers, banks avoid moving 
away from a fixed dollar NSF fee to avoid disclosing the fee as an APR (unlike small dollar 
lenders who are given no choice), and the banks find that even "payday" loans cut into their 
profitability. And the only real difference between the payday loans studies and bank 
overdraft fees (other than the fact that loans are cheaper alternatives for most consumers)? 
Banks have the option of calling the charges a fee, where small business lenders must 
convert those charges into an APR. 

What we have now is that the CFPB is proposing rules that may negatively impact half of all 
consumers and drive small business out of business. I t is difficult to see anything positive in 
these new rules with such "lose-lose" scenarios. 

As the following table shows here are some of the alternatives to short term lending: 
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Perhaps the CFPB has data that supports their position, and in that regard it would be 
beneficial to all to see it. 

Auto Title Loans 

-,_, .... . .. 

In addition to my frustration over the lack of small business analysis specific to payday 
lending, I am shocked that the CFPB would include restrictions on auto title loans with 
virtually no mention of any research related to title loans. On page 53 ofCFPB's 57-page 
proposal issued on March 26, 2015, the Bureau explained that it "does not believe the 
proposals could affect the availability of credit to small entities." However, a simple google 
search using the terms, "title loan" and "small business impact" reveals a study by a George 
Mason University Law School professor who researched the subject and found that 25-30% 
of title loans made by businesses like mine go to small businesses. In my opinion, the CFPB 
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should do research, publish the results, and re-convene the small businesses in Washington 
to provide feedback before moving forward with its proposal. 

THE CFPB' s "Floor" on Rates Undermines States Ability to Work in the Best Interests 
of Their Citizens 

Illinois 

In its 2010 legislative session, the Illinois General Assembly passed legislation with nearly 
unanimous, bipartisan support (a single House Republican voted no) to reform short term 
consumer lending in the State. The bill was actively supported by Attorney General 
Madigan and signed into law by Governor Quinn. Several consumer groups endorsed the 
legislation and while many payday lenders opposed the bill until the very last week prior to 
passage, licensed and regulated payday lenders who were members of CFSA supported it 
from its inception. 

The Illinois law mandates fee caps, depending on the product, has ability to repay 
standards, limits on frequency of borrowing, incentivizes extended payment plans (EPP), 
and sets standards for collection practices. 

States have already taken action, or deferred from taking action, to regulate small dollar 
lending. Many of these laws are new, having been passed within the last couple years. 
Meaning whatever data the CFPB is using likely does not include the positive effects of these 
new laws. 

In this regard, we believe any rulemaking by the CFPB is premature, especially in light of the 
fact that the CFPB has refused to share the data upon which it claims to have relied upon in 
determining that it must act in the interest of consumer protection. 

Installment as an Option for Extended Payment of Single-Pay Short Term Loans 

We support providing credit to our customers when and how they wish to have it. We also 
support providing responsible credit alternatives to our customers to help "off ramp" out of 
the loan product. In our opinion, a fully amortizing loan of no greater than 6 months in 
duration is a viable product to achieve such a goal. Illinois law allows such an approach and 
the CFPB should look at how the Illinois legal and regulatory framework operates, analyze 
how small business would be impacted with such a model scaled nationally, and then 
reconvene the small business representatives to provide constructive feedback 

In Illinois, the Principal Payment Reduction Loan (PPRL) gives our customers the option of 
borrowing the credit they desire with a single payment option at the loan term or a 
required reduction of principal for each payment until the loan is paid in full. The Illinois 
system premises its consumer protections on: 

• Principal pay down included in each and every payment 
• No balloon payments 
• All loans allow an early payoff without penalty 
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• Any loans that are paid off early the last payments fee/interest amount is simple 
daily interest to ensure that a consumer does not pay one day more interest than 
they have the loan 

• The lender encourages early payoff in the event the consumer can without hardship 
• The lender offers two forms of repayment for the loan payments (debits). 

o These forms could include: Cash, Check, ACH, Debit Card, Credit Card, RCC, 
etc. 

o i.e. ACH is offered for not only customer convenience but also for it to work 
for lenders utilizing the NACHA rules 

• Mfordability-
o Align payments to the consumers pay dates. 
o Requirement that repayment schedule aligns with the customers' 

employment pay schedule (over 80% of consumers get paid biweekly or 
semimonthly and payments are aligned accordingly). 

• Payment Reminder- Each lender provides a payment reminder to the customer at 
least three days prior to a payment being due as long as the customer has opted into 
email as a mode of secure communication 

Conclusion 

While I greatly appreciate the opportunity to participate in the SBREFA process, I remain 
frustrated that CFPB did not do basic analysis of how various states have struck a balance 
between consumer protections and access to short-term lending products. I am hopeful 
that my comments and the comments of other SERs impress upon CFPB to research how 
states treat different short-term lending products, to publish their findings, and then to 
bring the SERs backtogetherto comment constructively on how to provide consumer 
protection without forcing a business like mine to close. 
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No. 3828 pa_l. 1of2 

Fwd: Letter 

From Mo01 May 11, 2.015 11~36 AM 
Subject ! Fwd: Letter 

To 
To Whom I t ~ay Concern: 

I use · when X need quick cas h and don't want to 
take out a small loan at the bank /credit union, It i s very 
convenient having available £or my needs when I 
get into a bind. If this service was no l onger availabl e I am not 
sure where I wou~d turn to get quick cash . Yes the i nterest is 
high, but customer s know this when they ask for a loan. ! don' t 
think it is fair that a customer would complain about tb.e 
interest knowi ng it is high before tbey sign any agreement. 1he 
customer needs to take responsibility of t he contract they s ign . 
I am glad t h is servi ce is there, 

=~===:=e~c:::===:===l=== 

5/11/2015 
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May 12th, 2015 

To whom it may concern, 

I am writing this letter as an advocate for the existence of Payday loan establishments. I have 
used the services of various estabUshments in this Industry for over 10 years now. 1 understand 
that their services are for short term financial needs and not in any way a long term financial 
solution. I have used their services somethnes weekfy, but for the most part, there has been 
months, If not years, In-between my need forthe!r service, I am a marrled father of four and 1 
am responsible with myfmances. However, as most people know, there comes times when 
money is stretched thin. That is where my responsible use of these establishments comes in. I 
would much rather pay a few days of interest on a high interest rate loan, t han have to rlsk 
paylng$35 per transaction of overdraft fees that my bank would charge me if my account 
would happen to overdraw. The convenience, ffexH:>ility, and risk mitigation that the Payday 
loan provides me is well worth the small amount of daily interest t hat I pay. If there is a 
problem to be considered, I would think that the fees that commercial banks are allowed to 

charge would be a bigger problem. T~is is why l use Payday loan establishments. There have 
been a couple too many occasions in the past where r had t o pay $105 in overdraft fees from 
my bank, on my morning coffee, gas fo r my car, and my burger and fries at lunch, just because 
something unexpected cleared my accou.htthat same day. Or If the mortgage is coming out of 
my account on a Wednesday and l don't have enough money t o cover it until my paycheck hits 
that f riday, then I use these services. Whatever the reason, [f I know t hat I'm running my 
acco(Jnt down that dose to the bottom, then I can make use ofthese services to end Up saving 
me mon ey rn the long run. Without the existence of these services, myflnanciai situation 
would probably be worse and my bankwouid be a little more profitable. 

Thank you for your consideration, 
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