April 6, 2016

The Honorable Richard Cordray
Consumer Financial Protection Bureau
1700 G Street NW

Washington, DC 20552

Re: Call for a strong CFPB payday lending rule

Dear Director Cordray:

West Virginia has a proud history of keeping payday lenders out of our communities. The
signers of this letter respectfully urge the Consumer Financial Protection Bureau (CFPB) to put
an end to car title and other forms of predatory high-cost lending once and for all. We are part
of the 90 million Americans who are far better off without payday lending in their states.

The battle against predatory payday lending in West Virginia has been a huge success. In 2005,
when Internet payday lending tried to take hold here, West Virginia fought back. Internet
payday lenders were forced to cancel debts and provide cash refunds to borrowers. There were
over 110 settlements (84 with lenders and 26 with collection agencies). The West Virginia
Attorney General’'s Consumer Protection Division was able to obtain roughly $1.34 million in
cash refunds and $1.11 million in cancelled debts, for a total settlements value of $2.45 million.

We cannot go backwards in this fight. We urge you to set a high bar for the entire country and
issue a rule that enhances, rather than diminishes, our existing protections. Like you, we
appreciate that there is a tremendous amount at stake for low-income families and
communities throughout the country.

West Virginia has one of the highest rates of poverty in the nation. Our citizens are easy targets
of predatory lenders and can quickly fall into a cycle of debt. We are a small state with a large
percent of our population living on our borders with five other states. It is important that our
residents are protected both in and out of state.

Many in West Virginia live from paycheck to paycheck. The last thing we need here is a plague
of predatory, high-cost, small-dollar loans to dig them into an even deeper hole — precisely
what could result if the CFPB were to issue a weak payday lending rule.

A strong rule would, at a minimum:

¢ Strengthen the enforceability of existing usury laws and other state consumer
protections. The CFPB rule should provide that a violation of state usury or other
consumer protection laws is an unfair, deceptive and abusive act and practice (UDAAP).



The rule should provide that payday loans are subject to the law of the state where the
borrower resides. And it should establish that those who facilitate illegal loans, including
through payment processing, lead generating, and advertising, are engaging in unfair,
deceptive, and abusive practices.

Require a meaningful “ability to repay” standard without exceptions, and with no safe
harbors or legal immunity for poorly underwritten loans. The CFPB rule should include
a strong “ability to repay” requirement for all loans, based on income and expenses. It
should not provide any safe harbors. A weak rule, particularly one that allows lenders to
make unaffordable loans or that includes a safe harbor, would give payday lenders
unwarranted ammunition to knock down existing state protections, as they have been
trying to do for years. Rather, the rule should provide that loans that do not meet a
meaningful ability to repay standard are per se unfair.

Include enforceable protections against abuses by lead generators and other third-
party marketing affiliates that sell people’s sensitive personal and financial
information to payday lenders. The sale of this information exposes people already in
dire financial straits to risks of fraud and other exploitative business practices.

Affirm that state interest rate caps are the most effective ways to protect people from
payday and other predatory, high-cost loans. Although the CFPB may not set an
interest rate cap, it is critical that states maintain their caps and other consumer
protections against abusive high-cost lending.

West Virginia has shown that strong, enforceable prohibitions against payday lending
constitute sound public policy and clearly benefit the public interest. Financially struggling West
Virginia residents have found ways other than abusive, unfair, and predatory payday loans to
address their financial needs. Payday lending would, as it has elsewhere where permitted,
make these residents worse off, not better.

For these reasons, we urge you to issue a strong rule that in no way undermines West Virginia’s
clear ban on payday lending, and that enhances West Virginia’s protections against abusive
payday lending practices. Indeed, a strong rule will benefit people everywhere.

Respectfully,



Rev. JJmes Patterson, Partnership for African American Churches

Ted Boettner, West Virginia Center on Budget and Policy
Ellen Allen, West Virginia Covenant House

Rick Wilsen, Amerlc Fri nds Service Committee
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David McMahon, Mountain State Justlce




Beth Whlte/ West Virginia Assocnatlon for Justice
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Kent Sp an, West Virginia Community Development HUB

Jennifer Tha@}er{West Virginia/AIIiance for Sustainable Families
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Terri Giles, WesOVirginians for Affordable Health Care
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David Efaw, West Virginia State Building and Construction Trades Council

Elatnsrf ious

Elaine Harris, Communications Workers of America — West Virginia
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Rev. Jeffer\¢(( Wegt V\*rglnla Council of Churches
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