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Pennsylvanians remain opposed to any legislation that rolls back existing
protections in favor of predatory lending.

Payday Lenders Seek to Legalize their Predatory Loans

Over the last several years that payday lenders have pushed efforts to legalize their predatory products in
Pennsylvania, they repeatedly try to put a new wrapper on the same destructive package with names like
“short-term loans,” “micro-loans,” and “fresh start.”

Each time, payday lenders attempted to bury the high cost of the loans they seek to legalize in the fine details of the
legislative language. But all the proposals carried the hallmarks of predatory payday lending: triple-digit APRs,
pricing to encourage flipping, loans secured by direct access to a borrower’s bank account, and no regard for a
borrower’s ability to repay the loan when considering income and expenses.

Now, on June 1, Senator Yudichak circulated a co-sponsorship memo regarding a “Financial Services Credit Ladder.”
While the memo suggests the development of a responsible loan product, our experience with the payday lenders’
recent bills (HB 2191 in 2012 and SB 975 in 2013) encourages caution.

Predatory Payday Lending has Disastrous Effects on Individuals & Communities

Where predatory payday loans are legal, borrowers are trapped in high-cost, long-term debt, leading to a cascade of
financial harms. Payday lending causes borrowers to fall behind on other bills,' to delay medical care," to overdraft
their bank accounts,” and even file for bankruptcy.i" Payday lending also negatively impacts the community and
economy, draining jobs' and increasing usage of government resources, such as food stamp use.” Communities with
payday loan storefronts report strains on local food pantries and charitable emergency relief services. v Finally,
payday loans were found to undermine military readiness because of their harm to soldiers."”™

Pennsylvania’s Strong Law Already Protects against Predatory Payday Lending

The memo cites a Consumer Financial Protection Bureau (CFPB) preliminary proposal as a model for the legislation,
as well as a recent study by the Pew Charitable Trusts as evidence of the need for these loans. But, Pennsylvania
already has one of the strongest predatory lending laws in the country, as recognized by the U.S. Department of
Defense.” Changing our law by adopting the current version of the CFPB proposal in Pennsylvania will weaken it. In
fact, the same Pew Charitable Trusts study cited in the co-sponsorship memo does not recommend law changes in
the 15 jurisdictions, including Pennsylvania, that do not have high-cost payday lending.” Our law has been effectively
enforced against predatory lenders operating in storefronts and online. ¥ We need to keep our law strong.

In considering Senator Yudichak’s memo, we ask that you decline co-sponsorship until the legislative language is
released and a full analysis of the bill can be conducted. We will provide that to you as soon as it is available.

Military veterans, seniors, women’s groups, faith leaders, credit counselors, affordable housing providers, asset-
building organizations and others throughout the state of Pennsylvania have been working tirelessly to prevent
the state from opening its borders to predatory lenders. Stand with them to protect Pennsylvania residents by
keeping our existing protections against predatory lending in place.

For more information, contact one of our coalition leaders, including Reverend Amy Reumann, Director, Lutheran Advocacy Ministry in Pennsylvania (717-
545-3500); Col. Bill Harris, U.S. Army-Ret., (610-217-3511) and LTC Bob Gray, U.S. Army-Ret (717-623-8715), PA Council of Chapters, Military Officers Assoc.
of America; Kerry Smith, Staff Attorney, Community Legal Services, Inc. (215-981-3724), or Greg Simmons, ACTION Housing (412-281-2102).
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