BILLING CODE: 4810-AM-P
BUREAU OF CONSUMER FINANCIAL PROTECTION
12 CFR Part 1041
[Docket No. CFPB-2016-0025]
RIN 3170-AA40
Payday, Vehicle Title, and Certain High-Cost Installment Loans
AGENCY': Bureau of Consumer Financial Protection.
ACTION: Proposed rule with request for public comment.
SUMMARY: Pursuant to its authority under the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act), including sections 1022, 1024, 1031, and 1032 of the Dodd-
Frank Act, the Bureau of Consumer Financial Protection (Bureau or CFPB) is proposing to
establish 12 CFR part 1041, which would contain regulations creating consumer protections for
certain consumer credit products. The proposal generally would cover two categories of loans.
First, the proposal generally would cover loans with a term of 45 days or less. Second, the
proposal generally would cover loans with a term greater than 45 days, provided that they (1)
have an all-in annual percentage rate greater than 36 percent; and (2) either are repaid directly
from the consumer’s account or income or are secured by the consumer’s vehicle. For both
categories of covered loans, the proposal would identify it as an abusive and unfair practice for a
lender to make a covered loan without reasonably determining that the consumer has the ability
to repay the loan. The proposal generally would require that, before making a covered loan, a
lender must reasonably determine that the consumer has the ability to repay the loan. The
proposal also would impose certain restrictions on making covered loans when a consumer has

or recently had certain outstanding loans. The proposal would provide lenders with options to
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make covered loans without satisfying the ability-to-repay requirements, if those loans meet
certain conditions. The proposal also would identify it as an unfair and abusive practice to
attempt to withdraw payment from a consumer’s account for a covered loan after two
consecutive payment attempts have failed, unless the lender obtains the consumer’s new and
specific authorization to make further withdrawals from the account. The proposal would
require lenders to provide certain notices to the consumer before attempting to withdraw
payment for a covered loan from the consumer’s account. The proposal would also prescribe
processes and criteria for registration of information systems, and requirements for furnishing
loan information to and obtaining consumer reports from those registered information systems.
The Bureau is proposing to adopt official interpretations to the proposed regulation.

DATES: Comments must be received on or before September 14, 2016.

ADDRESSES: You may submit comments, identified by Docket No. CFPB-2016-0025 or RIN
3170-AA40, by any of the following methods:

e Email: FederalRegisterComments@cfpb.gov. Include Docket No. CFPB-2016-0025 or

RIN 3170-AA40 in the subject line of the email.

e Electronic: http://www.regulations.gov. Follow the instructions for submitting

comments.

e Mail: Monica Jackson, Office of the Executive Secretary, Consumer Financial Protection
Bureau, 1700 G Street, NW., Washington, DC 20552.

e Hand Delivery/Courier: Monica Jackson, Office of the Executive Secretary, Consumer
Financial Protection Bureau, 1275 First Street, NE., Washington, DC 20002.
Instructions: All submissions should include the agency name and docket number or

Regulatory Information Number (RIN) for this rulemaking. Because paper mail in the
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Washington, DC area and at the Bureau is subject to delay, commenters are encouraged to
submit comments electronically. In general, all comments received will be posted without

change to http://www.regulations.gov. In addition, comments will be available for public

inspection and copying at 1275 First Street, NE., Washington, DC 20002, on official business
days between the hours of 10 a.m. and 5 p.m. eastern time. You can make an appointment to
inspect the documents by telephoning (202) 435-7275.

All comments, including attachments and other supporting materials, will become part of
the public record and subject to public disclosure. Sensitive personal information, such as
account numbers or Social Security numbers, should not be included. Comments will not be
edited to remove any identifying or contact information.

FOR FURTHER INFORMATION CONTACT: Eleanor Blume, Sarita Frattaroli, Casey
Jennings, Sandeep Vaheesan, Steve Wrone, Counsels; Daniel C. Brown, Mark Morelli, Michael
G. Silver, Laura B. Stack, Senior Counsels, Office of Regulations, at 202-435-7700.
SUPPLEMENTARY INFORMATION:

I. Summary of the Proposed Rule

The Bureau is issuing this notice to propose consumer protections for payday loans,
vehicle title loans, and certain high-cost installment loans (collectively “covered loans™).
Covered loans are typically used by consumers who are living paycheck to paycheck, have little
to no access to other credit products, and seek funds to meet recurring or one-time expenses.
The Bureau has conducted extensive research on these products, in addition to several years of

outreach and review of the available literature. The Bureau is proposing to issue regulations


http://www.regulations.gov/

primarily pursuant to authority under section 1031 of the Dodd-Frank Act to identify and prevent
unfair, deceptive, and abusive acts and practices.> The Bureau is also using authorities under
section 1022 of the Dodd-Frank Act to prescribe rules and make exemptions from such rules as
IS necessary or appropriate to carry out the purposes and objectives of the consumer Federal
consumer financial laws,? section 1024 of the Dodd-Frank Act to facilitate supervision of certain
non-bank financial service providers,® and section 1032 of the Dodd-Frank Act to require
disclosures to convey the costs, benefits, and risks of particular consumer financial products or
services.*

The Bureau is concerned that lenders that make covered loans have developed business
models that deviate substantially from the practices in other credit markets by failing to assess
consumers’ ability to repay their loans and by engaging in harmful practices in the course of
seeking to withdraw payments from consumers’ accounts. The Bureau believes that there may
be a high likelihood of consumer harm in connection with these covered loans because many
consumers struggle to repay their loans. In particular, many consumers who take out covered
loans appear to lack the ability to repay them and face one of three options when an unaffordable
loan payment is due: take out additional covered loans, default on the covered loan, or make the
payment on the covered loan and fail to meet other major financial obligations or basic living
expenses. Many lenders may seek to obtain repayment of covered loans directly from

consumers’ accounts. The Bureau is concerned that consumers may be subject to multiple fees

! Public Law 111-203, section 1031(b), 124 Stat. 1376 (2010) (hereinafter Dodd-Frank Act).
2 Dodd-Frank Act section 1022(b).

® Dodd-Frank Act section 1024(b)(7).

* Dodd-Frank Act section 1032(a).



and other harms when lenders make repeated unsuccessful attempts to withdraw funds from
consumers’ accounts.
A. Scope of the Proposed Rule

The Bureau’s proposal would apply to two types of covered loans. First, it would apply
to short-term loans that have terms of 45 days or less, including typical 14-day and 30-day
payday loans, as well as short-term vehicle title loans that are usually made for 30-day terms.
Second, the proposal would apply to longer-term loans with terms of more than 45 days that
have (1) a total cost of credit that exceeds 36 percent; and (2) either a lien or other security
interest in the consumer’s vehicle or a form of “leveraged payment mechanism” that gives the
lender a right to initiate transfers from the consumer’s account or to obtain payment through a
payroll deduction or other direct access to the consumer’s paycheck. Included among covered
longer-term loans is a subcategory loans with a balloon payment, which require the consumer to
pay all of the principal in a single payment or make at least one payment that is more than twice
as large as any other payment.

The Bureau is proposing to exclude several types of consumer credit from the scope of
the proposal, including: (1) loans extended solely to finance the purchase of a car or other
consumer good in which the good secures the loan; (2) home mortgages and other loans secured
by real property or a dwelling if recorded or perfected; (3) credit cards; (4) student loans; (5)
non-recourse pawn loans; and (6) overdraft services and lines of credit.

B. Proposed Ability-to-Repay Requirements and Alternative Requirements for Covered Short-
Term Loans
The proposed rule would identify it as an abusive and unfair practice for a lender to make

a covered short-term loan without reasonably determining that the consumer will have the ability
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to repay the loan.> The proposed rule would prescribe requirements to prevent the practice. A
lender, before making a covered short-term loan, would have to make a reasonable determination
that the consumer would be able to make the payments on the loan and be able to meet the
consumer’s other major financial obligations and basic living expenses without needing to
reborrow over the ensuing 30 days. Specifically, a lender would have to:

e verify the consumer’s net income;

o verify the consumer’s debt obligations using a national consumer report and a
consumer report from a “registered information system” as described below;

o verify the consumer’s housing costs or use a reliable method of estimating a
consumer’s housing expense based on the housing expenses of similarly situated
consumers;

e forecast a reasonable amount of basic living expenses for the consumer—
expenditures (other than debt obligations and housing costs) necessary for a
consumer to maintain the consumer’s health, welfare, and ability to produce
income;

e project the consumer’s net income, debt obligations, and housing costs for a

period of time based on the term of the loan; and

® This is a notice of proposed rulemaking, so the Bureau’s statements herein regarding this and other proposed
identifications of unfair and abusive practices, including the necessary elements of such identifications, are
provisional only. The Bureau is not herein finding that such elements have been satisfied and identifying unfair and
abusive practices.



e determine the consumer’s ability to repay the loan based on the lender’s
projections of the consumer’s income, debt obligations, and housing costs and
forecast of basic living expenses for the consumer.

A lender would also have to make, under certain circumstances, additional assumptions
or presumptions when evaluating a consumer’s ability to repay a covered short-term loan. The
proposal would specify certain assumptions for determining the consumer’s ability to repay a
line of credit that is a covered short-term loan. In addition, if a consumer seeks a covered short-
term loan within 30 days of a covered short-term loan or a covered longer-term loan with a
balloon payment, a lender generally would be required to presume that the consumer is not able
to afford the new loan. A lender would be able to overcome the presumption of unaffordability
for a new covered short-term loan only if it could document a sufficient improvement in the
consumer’s financial capacity. Furthermore, a lender would be prohibited from making a
covered short-term loan to a consumer who has already taken out three covered short-term loans
within 30 days of each other.

A lender would also be allowed to make a covered short-term loan, without making an
ability-to-repay determination, so long as the loan satisfies certain prescribed terms and the
lender confirms that the consumer met specified borrowing history conditions and provides
required disclosures to the consumer. Among other conditions, a lender would be allowed to
make up to three covered short-term loans in short succession, provided that the first loan has a
principal amount no larger than $500, the second loan has a principal amount at least one-third
smaller than the principal amount on the first loan, and the third loan has a principal amount at
least two-thirds smaller than the principal amount on the first loan. In addition, a lender would

not be allowed to make a covered short-term loan under the alternative requirements if it would
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result in the consumer having more than six covered short-term loans during a consecutive 12-
month period or being in debt for more than 90 days on covered short-term loans during a
consecutive 12-month period. A lender would not be permitted to take vehicle security in
connection with these loans.

C. Proposed Ability-to-Repay Requirements and Alternative Requirements for Covered Longer-
Term Loans

The proposed rule would identify it as an abusive and unfair practice for a lender to make
a covered longer-term loan without reasonably determining that the consumer will have the
ability to repay the loan. The proposed rule would prescribe requirements to prevent the
practice. A lender, before making a covered longer-term loan, would have to make a reasonable
determination that the consumer has the ability to make all required payments as scheduled. The
proposed ability-to-repay requirements for covered longer-term loans closely track the proposed
requirements for covered short-term loans with an added requirement that the lender, in assessing
the consumer’s ability to repay a longer term loan, reasonably account for the possibility of
volatility in the consumer’s income, obligations, or basic living expenses during the term of the
loan.

A lender would also have to make, under certain circumstances, additional assumptions
or presumptions when evaluating a consumer’s ability to repay a covered longer-term loan. The
proposal would specify certain assumptions for determining the consumer’s ability to repay a
line of credit that is a covered longer-term loan. In addition, if a consumer seeks a covered
longer-term loan within 30 days of a covered short-term loan or a covered longer-term balloon-
payment loan, the lender would, under certain circumstances, be required to presume that the

consumer is not able to afford a new loan. A presumption of unaffordability also generally
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would apply if the consumer has shown or expressed difficulty in repaying other outstanding
covered or non-covered loans made by the same lender or its affiliate. A lender would be able to
overcome the presumption of unaffordability for a new covered longer-term loan only if it could
document a sufficient improvement in the consumer’s financial capacity.

A lender would also be permitted to make a covered longer-term loan without having to
satisfy the ability-to-repay requirements by making loans under a conditional exemption
modeled on the National Credit Union Administration’s (NCUA) Payday Alternative Loan
(PAL) program. Among other conditions, a covered longer-term loan under this exemption
would be required to have a principal amount of not less than $200 and not more than $1,000,
fully amortizing payments, and a term of at least 46 days but not longer than six months. In
addition, loans made under this exemption could not have an interest rate more that is more than
the interest rate that is permitted for Federal credit unions to charge under the PAL regulations
and an application fee of more than $20.

A lender would also be permitted to make a covered longer-term loan, without having to
satisfy the ability-to-repay requirements, so long as the covered longer-term loan meets certain
structural conditions. Among other conditions, a covered longer-term loan under this exemption
would be required to have fully amortizing payments and a term of at least 46 days but not
longer than 24 months. In addition, to qualify for this conditional exemption, a loan must carry a
modified total cost of credit of less than or equal to an annual rate of 36 percent, from which the
lender could exclude a single origination fee that is no more than $50 or that is reasonably
proportionate to the lender’s costs of underwriting. The projected annual default rate on all loans

made pursuant to this conditional exemption must not exceed 5 percent. The lender would have



to refund all of the origination fees paid by all borrowers in any year in which the annual default
rate of 5 percent is exceeded.
D. Proposed Payments Practices Rules

The proposed rule would identify it as an abusive and unfair practice for a lender to
attempt to withdraw payment from a consumer’s account in connection with a covered loan after
the lender’s second consecutive attempt to withdraw payment from the account has failed due to
a lack of sufficient funds, unless the lender obtains from the consumer a new and specific
authorization to make further withdrawals from the account. This prohibition on further
withdrawal attempts would apply whether the two failed attempts are initiated through a single
payment channel or different channels, such as the automated clearinghouse system and the
check network. The proposed rule would require that lenders provide notice to consumers when
the prohibition has been triggered and follow certain procedures in obtaining new authorizations.

In addition to the requirements related to the prohibition on further payment withdrawal
attempts, a lender would be required to provide a written notice at least three business days
before each attempt to withdraw payment for a covered loan from a consumer’s checking,
savings, or prepaid account. The notice would contain key information about the upcoming
payment attempt, and, if applicable, alert the consumer to unusual payment attempts. A lender
would be permitted to provide electronic notices so long as the consumer consents to electronic
communications.
E. Additional Requirements

The Bureau is proposing to require lenders to furnish to registered information systems
basic information for most covered loans at origination, any updates to that information over the

life of the loan, and certain information when the loan ceases to be outstanding. The registered
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information systems would have to meet certain eligibility criteria prescribed in the proposed
rule. The Bureau is proposing a sequential process that it believes would ensure that information
systems would be registered and lenders ready to furnish at the time the furnishing obligation in
the proposed rule would take effect. For most covered loans, registered information systems
would provide a reasonably comprehensive record of a consumer’s recent and current borrowing.
Before making most covered loans, a lender would be required to obtain and review a consumer
report from a registered information system.

A lender would be required to establish and follow a compliance program and retain
certain records. A lender would be required to develop and follow written policies and
procedures that are reasonably designed to ensure compliance with the requirements in this
proposal. Furthermore, a lender would be required to retain the loan agreement and
documentation obtained for a covered loan, and electronic records in tabular format regarding
origination calculations and determinations for a covered loan, for a consumer who qualifies for
an exception to or overcomes a presumption of unaffordability for a covered loan, and regarding
loan type and terms. The proposed rule also would include an anti-evasion clause.

F. Effective Date

The Bureau is proposing that, in general, the final rule would become effective 15 months
after publication of the final rule in the Federal Register. The Bureau is proposing that certain
provisions necessary to implement the consumer reporting components of the proposal would
become effective 60 days after publication of the final rule in the Federal Register to facilitate an
orderly implementation process.

I1. Background

A. Introduction
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For most consumers, credit provides a means of purchasing goods or services and
spreading the cost of repayment over time. This is true of the three largest consumer credit
markets: the market for mortgages ($9.99 trillion in outstanding balances), for student loans
($1.3 trillion), and for auto loans ($1 trillion). This is also one way in which certain types of
open-end credit—including home equity loans ($0.14 trillion) and lines of credit ($0.51
trillion)—and at least some credit cards and revolving credit ($0.9 trillion)—can be used.®

Consumers living paycheck to paycheck and with little to no savings have also used
credit as a means of coping with shortfalls. These shortfalls can arise from mismatched timing
between income and expenses, misaligned cash flows, income volatility, unexpected expenses or
income shocks, or expenses that simply exceed income.” Whatever the cause of the shortfall,
consumers in these situations sometimes seek what may broadly be termed a “liquidity loan.”®
There are a variety of loans and products that consumers use for these purposes including credit
cards, deposit account overdraft, pawn loans, payday loans, vehicle title loans, and installment
loans.

Credit cards and deposit account overdraft services are each already subject to specific

® For mortgages (one- to four-family) see Bd. of Governors of the Fed. Reserve Sys., Mortgage Debt Outstanding
(1.54) (Release Date Mar. 2016), available at
http://www.federalreserve.gov/econresdata/releases/mortoutstand/current.htm; for student loans, auto loans, and
revolving credit, see Bd. of Governors of the Fed. Reserve Sys., Consumer Credit-G.19 February 2016 (Release
Date Apr. 2016), available at http://www.federalreserve.gov/releases/gl9/current/default.htm#fnllb. Home equity
loans and lines of credit outstanding estimate derived from Experian & Oliver Wyman, 2015 Q4 Market Intelligence
Report: Home Equity Loans Report, at 16 fig. 21 (2016), available at http://www.marketintelligencereports.com and
Experian & Oliver Wyman, 2015 Q4 Market Intelligence Report Market Intelligence Report: Home Equity Lines
Report, at 21 fig. 30 (2016), available at http://www.marketintelligencereports.com.

" For a general discussion, see Rob Levy & Joshua Sledge, Ctr. for Fin. Servs. Innovation, A Complex Portrait: An
Examination of Small-Dollar Credit Consumers (2012), available at
https://www.fdic.gov/news/conferences/consumersymposium/2012/A%20Complex%?20Portrait.pdf.

® |f a consumer’s expenses consistently exceed income, a liquidity loan is not likely to be an appropriate solution to
the consumer’s needs.
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Federal consumer protection regulations and requirements. The Bureau generally considers
these markets to be outside the scope of this rulemaking as discussed further below. The Bureau
is also separately engaged in research and evaluation of potential rulemaking actions on deposit
account overdraft.” Another liquidity option—pawn—generally involves non-recourse loans
made against the value of whatever item a consumer chooses to give the lender in return for the

funds.’® The consumer has the option to either repay the loan or permit the pawnbroker to retain

® Credit cards and deposit overdraft services would be excluded from the proposed rule under proposed

8§ 1041.3(e)(3) and (6) as discussed further below. The Bureau is engaged in a separate rulemaking concerning
credit offered in connection with prepaid accounts and has proposed to treat such products generally as credit cards.
See 79 FR 77102 (Dec. 23, 2014). The Bureau has issued a Notice and Request for Information on the Impacts of
Overdraft Programs on Consumers and has indicated that it is preparing for a separate rulemaking that will address
possible consumer protection concerns from overdraft services. See 77 FR 12031-12034 (Feb. 28, 2012); Kelly
Cochran, Spring 2016 Rulemaking Agenda, CFPB Blog (May 18, 2016), http://www.consumerfinance.gov/about-
us/blog/spring-2016-rulemaking-agenda/. In 2015, banks with over $1 billion in assets reported overdraft and NSF
(nonsufficient funds) fee revenue of $11.16 billion. See Gary Stein, New Insights on Bank Overdraft Fees and 4
Ways to Avoid Them, CFPB Blog (Feb. 25, 2016), http://www.consumerfinance.gov/blog/new-insights-on-bank-
overdraft-fees-and-4-ways-to-avoid-them/. The $11.16 billion total does not include credit union fee revenue and
does not separate out overdraft from NSF amounts but overall, overdraft fee revenue accounts for about 72 percent
of that amount. Bureau of Consumer Fin. Prot., Data Point: Checking Account Overdraft, at 10 (2014) [hereinafter
CFPB Data Point: Checking Account Overdraft], available at
http://files.consumerfinance.gov/f/201407_cfpb_report_data-point_overdrafts.pdf. The Federal Reserve Board
adopted a set of regulations of overdraft services and the Bureau has published two overdraft research reports on
overdraft. See Regulation E, 75 FR 31665 (Jun. 4, 2010), available at https://www.gpo.gov/fdsys/pkg/FR-2010-06-
04/pdf/2010-13280.pdf; Bureau of Consumer Fin. Prot., CFPB Study of Overdraft Programs: A White Paper of
Initial Data Findings, (2013), [hereinafter CFPB Study of Overdraft Programs White Paper], available at
http://files.consumerfinance.gov/f/201306_cfpb_whitepaper_overdraft-practices.pdf; CFPB Data Point: Checking
Account Overdraft.

1% pawn lending, also known as pledge lending, has existed for centuries, with references to it in the Old Testament;
pawn lending in the U.S. began in the 17th century. See Susan Payne Carter, Payday Loan and Pawnshop Usage:
The Impact of Allowing Payday Loan Rollovers, at 5 (2012), available at
https://my.vanderbilt.edu/susancarter/files/2011/07/Carter_Susan_JMP_website2.pdf. Pawn revenue for 2014 was
estimated at $6.3 billion. EZCORP, EZCORP 2014 Institutional Investor Day, at 31 (Dec. 11, 2014), available at
http://investors.ezcorp.com/index.php?s=65&item=87. The three largest pawn firms, Cash America, EZCorp, and
First Cash Financial Services, accounted for about one-third of total industry revenue but only 13 percent of the over
11,000 storefronts, that are operated by over 5,000 firms. 1d.; First Cash Financial Services Inc., 2015 Annual
Report (Form 10-K), at 1, 33 (Feb. 17, 2016), available at
https://www.sec.gov/Archives/edgar/data/840489/000084048916000076/fcfs1231201510-k.htm; EZCORP, Inc.,
2015 Annual Report (Form 10-K), at 4, 21 (Dec. 23, 2015), available at
(https://www.sec.gov/Archives/edgar/data/876523/000087652315000120/a201510-k.htm), and Cash America
International, Inc., 2015 Annual Report (Form 10-K), at 2, 36 (Feb. 25, 2016), available at
https://www.sec.gov/Archives/edgar/data/807884/000080788416000055/0000807884-16-000055-index.htm. On
April 28, 2016, First Cash Financial Services and Cash America announced they had entered into a merger
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and sell the pawned property at the end of the loan term, relieving the borrower from any
additional financial obligation. This feature distinguishes pawn loans from most other types of
liquidity loans. The Bureau is proposing to exclude non-recourse possessory pawn loans, as
described in proposed § 1041.3(e)(5), from the scope of this rulemaking.

This rulemaking is focused on two general categories of liquidity loan products: short-
term loans and certain higher-cost longer-term loans. The largest category of short-term loans
are “payday loans,” which are generally required to be repaid in a lump-sum single-payment on
receipt of the borrower’s next income payment, and short-term vehicle title loans, which are also
almost always due in a lump-sum single-payment, typically within 30 days after the loan is
made. The second general category consists of certain higher-cost longer-term loans. It includes
both what are often referred to as “payday installment loans”—that is, loans that are repaid in
multiple installments with each installment typically due on the borrower’s payday or regularly-
scheduled income payment and with the lender generally having the ability to automatically
collect payments from an account into which the income payment is deposited—and vehicle title
installment loans. In addition, the latter category includes higher cost, longer-term loans in
which the principal is not amortized but is scheduled to be paid off in a large lump sum payment
after a series of smaller, often interest-only, payments. Some of these loans are available at
storefront locations, others are available on the internet, and some loans are available through

multiple delivery channels. This rulemaking is not limited to closed-end loans but includes

agreement. The resulting company, FirstCash will operate in 26 States. Press Release, “First Cash Financial
Services and Cash America International to Combine in Merger of Equals to Create Leading Operator of Retail
Pawn Stores in the United States and Latin America” (Apr. 28, 2016), available at
http://ww2.firstcash.com/sites/default/files/20160428 PR_M.pdf. Revenue calculations for each firm were made by
taking the percentage of total revenue associated with pawn lending activity. For more about pawn lending in
general, see John P. Caskey, Fringe Banking: Cash-Checking Outlets, Pawnshops, and the Poor, at ch. 2 (1994).
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open-end lines of credit as well.* It also includes short-term products and some more traditional
installment loans made by some depository institutions and by traditional finance companies.
As described in more detail in part 111, the Bureau has been studying these markets for
liquidity loans for over four years, gaining insights from a variety of sources. During this time
the Bureau has conducted supervisory examinations of a number of payday lenders and
enforcement investigations of a number of different types of liquidity lenders, which have given
the Bureau insights into the business models and practices of such lenders. Through these
processes, and through market monitoring activities, the Bureau also has obtained extensive
loan-level data that the Bureau has studied to better understand risks to consumers.*? The
Bureau has published four reports based upon these data, and, concurrently with the issuance of
this Notice of Proposed Rulemaking, the Bureau is releasing a fifth report.*® The Bureau has
also carefully reviewed the published literature with respect to small-dollar liquidity loans and a

number of outside researchers have presented their research at seminars for Bureau staff. In

1 The Dodd-Frank Act does not define “payday loans,” and the Bureau is not proposing to do so in this rulemaking.
The Bureau may do so in a subsequent rulemaking or in another context. In addition, the Bureau notes that various
State, local, and tribal jurisdictions may define “payday loans” in ways that may be more or less coextensive with
the coverage of the Bureau’s proposal.

12 Information underlying this proposed rule is derived from a variety of sources, including from market monitoring
and outreach, third-party studies and data, consumer complaints, the Bureau’s enforcement and supervisory work,
and the Bureau’s expertise generally. In publicly discussing information, the Bureau has taken steps not to disclose
confidential information inappropriately and to otherwise comply with applicable law and its own rules regarding
disclosure of records and information. See 12 CFR 1070.41(c).

3 Bureau of Consumer Fin. Prot., Payday Loans and Deposit Advance Products: A White Paper of Initial Data
Findings, (2013) [hereinafter CFPB Payday Loans and Deposit Advance Products White Paper], available at
http://files.consumerfinance.gov/f/201304_cfpb_payday-dap-whitepaper.pdf; Bureau of Consumer Fin. Prot., CFPB
Data Point: Payday Lending, (2014) [hereinafter CFPB Data Point: Payday Lending], available at
http://files.consumerfinance.gov/f/201403_cfpb_report_payday-lending.pdf; Bureau of Consumer Fin. Prot., Online
Payday Loan Payments (2016) [hereinafter CFPB Online Payday Loan Payments], available at
http://files.consumerfinance.gov/f/201604_cfpb_online-payday-loan-payments.pdf; Bureau of Consumer Fin. Prot.,
Single-Payment Vehicle Title Lending (2016) [hereinafter CFPB Single-Payment Vehicle Title Lending], available at
http://files.consumerfinance.gov/f/documents/201605_cfpb_single-payment-vehicle-title-lending.pdf; Bureau of
Consumer Fin. Prot., Supplemental Findings on Payday, Payday Installment, and Vehicle Title Loans, and Deposit
Advance Products (2016) [hereinafter CFPB Report on Supplemental Findings].
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addition, over the course of the past four years the Bureau has engaged in extensive outreach
with a variety of stakeholders in both formal and informal settings, including several Bureau
field hearings across the country specifically focused on the subject of small-dollar lending,
meetings with the Bureau’s standing advisory groups, meetings with State and Federal
regulators, meetings with consumer advocates, religious groups, and industry trade associations,
consultations with Indian tribes, and through a Small Business Review Panel process as
described further below.

This Background section provides a brief description of the major components of the
markets for both short-term loans and certain higher-cost longer-term loans, describing the
product parameters, industry size and structure, lending practices, and business models of each
component. It then goes on to describe recent State and Federal regulatory activity in connection
with these product markets. Market Concerns—Short-Term Loans and Market Concerns—
Longer-Term Loans below, provide a more detailed description of consumer experiences with
short-term loans and certain higher-cost longer-term loans, describing research about which
consumers use the products, why they use the products, and the outcomes they experience as a
result of the product structures and industry practices.

B. Single-payment and Other Short-Term Loans

At around the beginning of the twentieth century, concern arose with respect to

companies that were responding to liquidity needs by offering to “purchase” a consumer’s

paycheck in advance of it being paid. These companies charged fees that, if calculated as an
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annualized interest rate, were as high as 400 percent.** To address these concerns, between 1914
and 1943, 34 States enacted a form of the Uniform Small Loan Law, which was a model law
developed by the Russell Sage Foundation. That law provided for lender licensing and permitted
interest rates of between 2 and 4 percent per month, or 24 to 48 percent per year. Those rates
were substantially higher than pre-existing usury limits (which generally capped interest rates at
between 6 and 8 percent per year) but were viewed by proponents as “equitable to both borrower
and lender.”*

New forms of short-term small-dollar lending appeared in several States in the 1990s,*°
starting with check cashing outlets that would hold a customer’s personal check for a period of
time for a fee before cashing it (“check holding” or “deferred presentment”).*” Several market
factors had converged around the same time. Consumers were using credit cards more
frequently for short-term liquidity lending needs, a trend that continues today.'® Storefront

finance companies, described below in part 11.C that had provided small loans changed their

focus to larger, collateralized products, including vehicle financing and real estate secured loans.

1 Salary advances were structured as wage assignments rather than loans to evade much lower State usury caps of
about 8 percent per annum or less. See John P. Caskey, Fringe Banking and the Rise of Payday Lending, in Credit
Markets for the Poor 17, 23 (Patrick Bolton & Howard Rosenthal eds., 2005).

1> Elisabeth Anderson, Experts, Ideas, and Policy Change: The Russell Sage Foundation and Small Loan Reform,
1909-1941, 37 Theory & Soc’y 271, 276, 283, 285 (2008), available at http://www.jstor.org/stable/40211037
(quoting Arthur Ham, Russell Sage Foundation, Feb. 1911, Quarterly Report, Library of Congress Russell Sage
Foundation Archive, Box 55).

16 A Short History of Payday Lending Law, The Pew Charitable Trusts (July 18, 2012),
http://www.pewtrusts.org/en/research-and-analysis/analysis/2012/07/a-short-history-of-payday-lending-law.

17 See, e.g., Adm’r of the Colo. Unif. Consumer Credit Code, Colo. Dep’t of Law, Administrative Interpretation No.
3.104-9201, Check Cashing Entities Which Provide Funds In Return For A Post-Dated Check Or Similar Deferred
Payment Arrangement And Which Impose A Check Cashing Charge Or Fee May Be Consumer Lenders Subject To
The Colorado Uniform Consumer Credit Code (June 23, 1992) (on file).

18 Robert D. Manning, Credit Card Nation: The Consequences of America’s Addiction to Credit (Basic Books
2000); Amy Traub, Demos, Debt Disparity: What Drives Credit Card Debt in America, (2014), available at
http://www.demos.org/sites/default/files/publications/DebtDisparity_1.pdf)

17



At the same time there was substantial consolidation in the storefront installment lending
industry. Depository institutions similarly moved away from short-term small-dollar loans.

Around the same time, a number of State legislatures amended their usury laws to allow
lending by a broader group of both depository and non-depository lenders by increasing
maximum allowable State interest rates or eliminating State usury laws, while other States
created usury carve-outs or special rules for short-term loans.*® The confluence of these trends
has led to the development of markets offering what are commonly referred to as payday loans
(also known as cash advance loans, deferred deposit, and deferred presentment loans depending
on lender and State law terminology), and short-term vehicle title loans that are much shorter in
duration than vehicle-secured loans that have traditionally been offered by storefront installment
lenders and depository institutions. Although payday loans initially were distributed through
storefront retail outlets, they are now also widely available on the internet. Vehicle title loans are
typically offered exclusively at storefront retail outlets.

These markets as they have evolved over the last two decades are not strictly segmented.
There is substantial overlap between market products and the borrowers who use them. For
example, in a 2013 survey, almost 18 percent of U.S. households that had used a payday loan in
the prior year had also used a vehicle title loan.?° There is also an established trend away from

“monoline” or single-product lending companies. Thus, for example, a number of large payday

19 pew, A Short History of Payday Lending Law. This piece notes that State legislative changes were in part a
response to the ability of federally- and State-chartered banks to lend without being subject to the usury laws of the
borrower’s State.

% Data derived from Appendix D—Alternative Financial Services: National Tables. Fed. Deposit Ins. Corp., 2013
FDIC National Survey of Unbanked and Underbanked Households: Appendices, at 57-93 (2014), available at
https://www.fdic.gov/householdsurvey/2013appendix.pdf.
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lenders also offer vehicle title and installment loans.?* The following discussion nonetheless
provides a description of major product types.
Storefront Payday Loans

The market that has received the greatest attention among policy makers, advocates, and
researchers is the market for single-payment payday loans. These payday loans are short-term
small-dollar loans generally repayable in a single payment due when the consumer is scheduled
to receive a paycheck or other inflow of income (e.g., government benefits).?? For most
borrowers, the loan is due in a single payment on their payday, although State laws with
minimum loan terms—seven days for example—or lender practices may affect the loan duration
in individual cases. The Bureau refers to these short-term payday loans available at retail
locations as “storefront payday loans,” but the requirements for borrowers taking online payday
loans are generally similar, as described below. There are now 36 States that either have created
a carve-out from their general usury cap for payday loans or have no usury caps on consumer

loans.?® The remaining 14 States and the District of Columbia either ban payday loans or have

2! See for example, Advance America; Cash America Pawn; Check Into Cash; Community Choice
Financial/CheckSmart; Speedy Cash; PLS Financial Services and Money Tree Inc. Title Loans, Advance America,
https://www.advanceamerica.net/services/title-loans; Auto Title Loans (last visited Mar. 3, 2016); Auto Title Loans,
Cash America Pawn, http://www.cashamerica.com/LoanOptions/AutoTitleLoans.aspx) (last visited Mar. 3, 2016);
Our Process & Information, Check Into Cash, https://checkintocash.com/title-loans/ (last visited Mar. 3, 2016); Title
Loans, Community Choice Financial/CheckSmart, http://www.checksmartstores.com/utah/title-loans/ (last visited
Mar. 3, 2016); Title Loans, Speedy Cash, https://www.speedycash.com/title-loans/ (last visited Mar. 3, 2016); Auto
Title Loans, PLS Financial Services, http://www.pls247.com/ms/loans/auto-title-loans.html (last visited Mar. 3,
2016). Moneytree offers vehicle title and installment loans in Idaho and Nevada. Idaho Products, Money Tree Inc.,
https://www.moneytreeinc.com/loans/idaho (last visited Mar. 3, 2016); Nevada Products, Money Tree Inc.,
https://www.moneytreeinc.com/loans/nevada (last visited Mar. 3, 2016).

22 For convenience, this discussion refers to the next scheduled inflow of income as the consumer’s next “payday”
and the inflow itself as the consumer’s “paycheck” even though these are misnomers for consumers whose income
comes from government benefits.

2 For a list of States see, State Payday Loan Regulation and Usage Rates, The Pew Charitable Trusts (Jan. 14,
2014), http://www.pewtrusts.org/en/multimedia/data-visualizations/2014/state-payday-loan-regulation-and-usage-
rates. One source lists 35 States as authorizing payday lending. Susanna Montezemolo, Ctr. for Responsible
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fee or interest rate caps that payday lenders apparently find too low to sustain their business
models. As discussed further below, several of these States previously had authorized payday
lending but subsequently changed their laws.

Product definition and regulatory environment. As noted above, payday loans are
typically repayable in a single payment on the borrower’s next payday. In order to help ensure
repayment, in the storefront environment the lender generally holds the borrower’s personal
check made out to the lender—usually post-dated to the loan due date in the amount of the loan’s
principal and fees—or the borrower’s authorization to electronically debit the funds from her
checking account, commonly known as an automated-clearing house (ACH) transaction.?
Payment methods are described in more detail below in part 11.D.

Payday loan sizes vary depending on State law limits, individual lender credit models,
and borrower demand. Many States set a limit on payday loan size; $500 is a common loan limit

although the limits range from $300 to $1,000.%° In 2013, the Bureau reported that the median

Lending, The State of Lending in America & Its Impact on U.S. Households: Payday Lending Abuses and Predatory
Practices, at 32-33 (2013), available at http://www.responsiblelending.org/sites/default/files/uploads/10-payday-
loans.pdf. Another public compilation lists 32 States as having authorized or allowed payday lending. See
Consumer Fed’n of Am., Legal Status of Payday Loans by State, http://www.paydayloaninfo.org/state-information
(last visited Apr. 6, 2016).

* The Bureau is aware from market outreach that at a storefront payday lender’s Tennessee branch, almost 100
percent of customers opted to provide ACH authorization rather than leave a post-dated check for their loans. See
also Can Anyone Get a Payday Loan?, Speedy Cash, https://www.speedycash.com/fags/payday-loans/can-anyone-
get-a-payday-loan/ (last visited Feb. 4, 2016) (“If you choose to apply in one of our payday loan locations, you will
need to provide a repayment source which can be a personal check or your bank routing information.”); QC
Holdings, Inc., 2014 Annual Report (Form 10-K), at 3, 6 (Mar. 12, 2015), available at
http://www.sec.gov/Archives/edgar/data/1289505/000119312515088809/d854360d10k.htm; First Cash Fin. Servs.,
Inc., 2015 Annual Report (Form 10-K), at 20 (Feb. 17, 2016), available at
https://www.sec.gov/Archives/edgar/data/840489/000084048916000076/fcfs1231201510-k.htm.

% At least 19 States cap payday loan amounts between $500 and $600 (Alabama, Alaska, Florida, Hawaii, lowa,
Kansas, Kentucky, Michigan, Mississippi, Missouri, Nebraska, North Dakota, Ohio, Oklahoma, Rhode Island, South
Carolina, South Dakota, Tennessee, and Virginia), and California limits payday loans to $300 (including the fee)
and Delaware caps loans at $1,000. Ala. Code sec. 5-18A-12(a), Alaska Stat. sec. 06.50.410, Cal. Fin. Code sec.
23035(a), Del. Code Ann. tit. 5, sec. 2227(7), Fla. Stat. sec. 560.404(5), Haw. Rev. Stat. sec. 480F-4(c), lowa Code
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loan amount for storefront payday loans was $350, based on supervisory data.?® This finding is
broadly consistent with other studies using data from one or more lenders as well as with self-
reported information in surveys of payday borrowers?’ and State regulatory reports.*®

The fee for a payday loan is generally structured as a percentage or dollar amount per
$100 borrowed, rather than a periodic interest rate based on the amount of time the loan is
outstanding. Many State laws set a maximum amount for these fees, with 15 percent ($15 per

$100 borrowed) being the most common limit.?® The median storefront payday loan fee is $15

sec. 533D.10(1)(b), Kan. Stat. Ann. Sec. 16a-2-404(1)(c), Ky. Rev. Stat. Ann. Sec. 286.9-100(9), Mich. Comp.
Laws sec. 487.2153(1), Miss. Code Ann. Sec. 75-67-519(2), Mo. Rev. Stat. sec. 408.500(1), Neb. Rev. Stat. sec. 45-
919(1)(b), N.D. Cent. Code sec. 13-08-12(3); Ohio Rev. Code Ann. sec. 1321.39(A), Okla. Stat. tit. 59, sec. 3106(7),
R.I. Gen. Laws sec. 19-14.4-5.1(a), S.C. Code Ann. sec. 34-39-180(B), S.D. Codified Laws sec. 54-4-66, Tenn.
Code Ann. Sec. 45-17-112(0), Va. Code Ann. Sec. 6.2-1816(5). States that limit the loan amount to the lesser of a
percent of the borrower’s income or a fixed dollar amount include Idaho—25 percent or $1,000, I1linois—25 percent
or $1,000, Indiana—20 percent or $550, Washington—30 percent or $700, and Wisconsin—35 percent or $1,500.
At least two States cap the maximum payday loan at 25 percent of the borrower’s gross monthly income (Nevada
and New Mexico). A few States laws are silent as to the maximum loan amount (Utah and Wyoming). Idaho Code
Ann. § 28-46-413(1), (2); 815 IIl. Comp. Stat. 122/2-5(¢); Ind. Code 88 24-4.5-7-402, -404; Wash. Rev. Code §
31.45.073(2); Wis. Stat. § 138.14(12)(b); Nev. Rev. Stat. § 604A.425(1)(b), N.M. Stat. Ann. § 58-15-32(A), Utah
Code Ann. § 7-23-401, Wyo. Stat. Ann. § 40-14-363.

% CFPB Payday Loans and Deposit Advance Products White Paper, at 15.

%" Leslie Parrish & Uriah King, Ctr. for Responsible Lending, Phantom Demand: Short-term Due Date Generates
Need for Repeat Payday Loans, Accounting for 76% of total Volume, at 21 (2009), available at
http://www.responsiblelending.org/payday-lending/research-analysis/phantom-demand-final.pdf (reporting $350 as
the average loan size); Pew Charitable Trusts, Payday Lending in America: Who Borrows, Where They Borrow, and
Why, at 9 (2012) [hereinafter Pew Payday Lending in America: Report 1], available at
http://www.pewtrusts.org/~/media/legacy/uploadedfiles/pcs_assets/2012/pewpaydaylendingreportpdf.pdf) (reporting
$375 as the average).

% For example: $361.21 (lllinois average, see Ill. Dep’t. of Fin. & Prof. Reg., Illinois Trends Report All Consumer
Loan Products Through December 2013, at 15 (May 28, 2014), available at
https://www.idfpr.com/dfi/ccd/pdfs/IL_Trends Report%202013.pdf ); $350 (Idaho average, see ldaho Dep’t. of
Fin., Idaho Credit Code “Fast Facts™ With Fiscal and Annual Report Data as of January 1, 2016, at 5, available at
https://www.finance.idaho.gov/ConsumerFinance/Documents/Idaho-Credit-Code-Fast-Facts-With-Fiscal-Annual-
Report-Data-01012016.pdf); $389.50 (Washington average, see Wash. State Dep’t. of Fin. Insts., 2014 Payday
Lending Report, at 6, available at http://www.dfi.wa.gov/sites/default/files/reports/2014-payday-lending-report.pdf .
2 Of the States that expressly authorize payday lending, Rhode Island has the lowest cap at 10 percent of the loan
amount. Florida has the same fee amount but also allows a flat $5 verification fee. Oregon’s fees are $10 per $100
capped at $30 plus 36 percent interest. Some States have tiered caps depending on the size of the loan. Generally,
in these States the cap declines with loan size. However, in Mississippi, the cap is $20 per hundred for loans under
$250 and $21.95 for larger loans (up to the State maximum of $500). Seven States do not cap fees on payday loans
or are silent on fees (Delaware, ldaho, Nevada, South Dakota, Texas (no cap on credit access business fees), Utah,
and Wisconsin). Depending on State law, the fee may be referred to as a “charge,” “rate,

interest” or other similar
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per $100; thus for a $350 loan, the borrower must repay $52.50 in finance charges together with
the $350 borrowed for a total repayment amount of $402.50.%° The annual percentage rate
(APR) on a 14-day loan with these terms is 391 percent.*! For payday borrowers who receive
monthly income and thus receive a 30-day or monthly payday loan—many of whom are Social
Security recipients **—a $15 per $100 charge on a $350 loan for a term of 30 days equates to an
APR of about 180 percent. The Bureau has found the median loan term for a storefront payday
loan to be 14 days, with an average term of 18.3 days. The longer average loan duration is due
to State laws that require minimum loan terms that may extend beyond the borrower’s next pay
date.®® Fees and loan amounts are higher for online loans, described in more detail below.

On the loan’s due date, the terms of the loan obligate the borrower to repay the loan in
full. Although the States that created exceptions to their usury limits for payday lending
generally did so on the theory these were short-term loans to which the usual usury rules did not
easily apply, in 19 of the States that authorize payday lending the lender is permitted to roll over

the loan when it comes due. A rollover occurs when, instead of repaying the loan in full at

term. R.l. Gen. Laws 8§ 19-14.4-4(4), Fla. Stat. § 560.404(6), Or. Rev. Stat. § 725A.064(1)-(2), Miss. Code Ann. §
75-67-519(4), Del. Code Ann. tit. 5, § 2229, Idaho Code Ann. § 28-46-412(3), S.D. Codified Laws § 54-4-44, Tex.
Fin. Code Ann. § 393.602(b), Utah Code Ann. § 7-23-401, Wis. Stat. § 138.14(10) (a).

% CFPB Payday Loans and Deposit Advance Products White Paper, at 15-17.

* Throughout the part I1., APR refers to the annual percentage rate calculated as required by the Truth in Lending
Act, 15 U.S.C. 1601 et seq. and Regulation Z, 12 CFR 1026, except where otherwise specified.

%2 CFPB Payday Loans and Deposit Advance Products White Paper, at 16, 19 (33 percent of payday loans
borrowers receive income monthly; 18 percent of payday loan borrowers are public benefits recipients, largely from
Social Security including Supplemental Security Income and Social Security Disability, typically paid on a monthly
basis).

%% For example, Washington requires the due date to be on or after the borrower’s next pay date but if the pay date is
within seven days of taking out the loan, the due date must be on the second pay date after the loan is made. Wash.
Rev. Code § 31.45.073(2). A number of States set minimum loan terms, some of which are tied directly to the
consumer’s next payday.
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maturity, the consumer pays only the fees due and the lender agrees to extend the due date.>* By
rolling over, the loan repayment of the principal is extended for another period of time, usually
equivalent to the original loan term, in return for the consumer’s agreement to pay a new set of
fees calculated in the same manner as the initial fees (e.g., 15 percent of the loan principal). The
rollover fee is not applied to reduce the loan principal or amortize the loan. As an example, if
the consumer borrows $300 with a fee of $45 (calculated as $15 per $100 borrowed), the
consumer will owe $345 on the due date, typically 14 days later. On the due date, if the
consumer cannot afford to repay the entire $345 due or is otherwise offered the option to roll
over the loan, she will pay the lender $45 for another 14 days. On the 28th day, the consumer
will owe the original $345 and if she pays the loan in full then, will have paid a total of $390 for
the loan.

In some States in which rollovers are permitted they are subject to certain limitations
such as a cap on the number of rollovers or requirements that the borrower amortize—repay part
of the original loan amount—on the rollover. Other States have no restrictions on rollovers.
Specially, seventeen of the States that authorize single-payment payday lending prohibit lenders

from rolling over loans and twelve more States impose some rollover limitations.*® However, in

* This proposal uses the term “rollover” but this practice is sometimes described under State law or by lenders as a
“renewal” or an “extension.”

% States that prohibit rollovers include California, Florida, Hawaii, Illinois, Indiana, Kentucky, Michigan,
Minnesota, Mississippi, Nebraska, New Mexico, Oklahoma, South Carolina, Tennessee, Virginia, Washington, and
Wyoming. Other States such as lowa and Kansas restrict a loan from being repaid with the proceeds of another
loan. Cal. Fin. Code § 23037(a), Fla. Stat. § 560.404(18), Haw. Rev. Stat. § 480F-4(d), 815 Ill. Comp. Stat. 122/2-
30, Ind. Code § 24-4.5-7-402(7), Ky. Rev. Stat. Ann. § 286.9-100(14), Mich. Comp. Laws § 487.2155(1), Minn.
Stat. § 47.60(2)(f), Miss. Code Ann. § 75-67-519(5), Neb. Rev. Stat. § 45-919(1)(f), N.M. Stat. Ann. § 58-15-34(A),
Okla. Stat. tit. 59, § 3109(A), S.C. Code Ann. 8 34-39-180(F), Tenn. Code Ann. § 45-17-112(q), Va. Code Ann. §
6.2-1816(6), Wash. Rev. Code § 31.45.073(2), Wyo. Stat. Ann. § 40-14-364, lowa Code § 533D.10(1)(e), Kan. Stat.
Ann. § 16a-2-404(6). Other States that permit some degree of rollovers include Alabama (one), Alaska (two),
Delaware (four), Idaho (three), Missouri (six if there is at least 5 percent principal reduction on each rollover),
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most States where rollovers are prohibited or limited, there is no restriction on the lender
immediately making a new loan to the consumer (with new fees) after the consumer has repaid
the prior loan. New loans made the same day or “back-to-back” loans effectively replicate a
rollover because the borrower remains in debt to the lender on the borrower’s next payday.* A
handful of States have implemented a cooling-off period before a lender may make a new loan.
The most common cooling-off period is one day, although some States have longer periods
following a specified number of rollovers or back-to-back loans.*’

Twenty States require payday lenders to offer extended repayment plans to borrowers

who encounter difficulty in repaying payday loans.*® Some States’ laws are very general and

Nevada (may extend loan up to 60 days after the end of the initial loan term), North Dakota (one), Oregon (two),
Rhode Island (one), South Dakota (four if there is at least 10 percent principal reduction on each rollover), Utah
(allowed up to 10 weeks after the execution of the first loan), and Wisconsin (one). Ala. Code § 5-18A-12 (b),
Alaska Stat. § 06.50.470(b), Del. Code Ann. tit. 5, 8§ 2235A (a)(2), Idaho Code Ann. § 28-46-413(9), Mo. Rev. Stat.
8§ 408.500(6), Nev. Rev. Stat. 8 604A.480(1), N.D. Cent. Code § 13-08-12(12), Or. Rev. Stat. § 725A.064(6), R.1.
Gen. Laws § 19-14.4-5.1(g), S.D. Codified Laws § 54-4-65, Utah Code Ann. § 7-23-401 (4)(b), Wis. Stat. § 138.14
(12)(a).

% See CFPB Payday Loans and Deposit Advance Products White Paper, at 4; Adm’r of the Colo. Unif. Consumer
Credit Code, Colo. Dep’t of Law, Payday Lending Demographic and Statistical Information: July 2000 through
December 2012, at 24 (Apr. 10, 2014) [hereinafter Colorado UCCC 2000-2012 Demographic and Statistical
Information], available at
http://www.coloradoattorneygeneral.gov/sites/default/files/contentuploads/cp/ConsumerCreditUnit/UCCC/AnnualR
eportComposites/DemoStatsinfo/ddlasummary2000-2012.pdf. Pew Payday Lending in America: Report 1, at 7;
Parrish & King, at 7.

%7 States with cooling-off periods include: Alabama (next business day after a rollover is paid in fu