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Dear Director Kraninger:

[ am writing to express my grave concern that the Consumer Financial Protection Bureau
(“CFPB”), under your direction, is failing to protect consumers from abusive payday loan
products. Today, the CFPB proposed a new rule that undermines the CFPB’s October 2017
payday loan rule and eliminates crucial protections that protect borrowers from being caught in
cycles of debt.

The CFPB’s new rulemaking comes on the heels of two lawsuits recently settled by the agency
against payday lenders—neither of which provided a dime of restitution to consumers. Taken
together, these actions make clear that the CFPB is not adequately preventing predatory payday
lenders from harming consumers.

According to a study by the Federal Reserve Board of Governors, 40% of American adults lack
sufficient savings to cover an unexpected $400 expense.' These families often rely on payday, or
other short-term, high interest loans, to make ends meet. According to CFPB research, borrowers
that rely on payday loans are typically low-income individuals with poor credit scores: the
average VantageScore 3.0 credit score of borrowers at certain storefront payday lenders, for
example, was 532—compared to an average score for the general public of 673.

Although borrowers typically seek modest loans from payday lenders—the median amount of a
payday loan is $350"—payday loans often trap families in a cycle of debt. Borrowers can find
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‘themselves indebted to payday'len.d_ers for months or years. CFPB researchers found that 80% of
payday loans are rolled over orrenewed, requiring borrowers to pay additional interest and fees.”
For three out of every five payday loans, loan fees and expenses exceed the amount originally
borrowed.” These practices devastate families who are stretching to make ends meet.

In October 2017, the CFPB finalized a rule that was carefully calibrated to end these devastdting
cycles of debt while simultaneously preserving access to payday loans for eligible borrowers in
need. At the center of this regulation was a requirement that lenders underwrite their loans to
ensure borrowers have the ability to repay their balance on time while still affording necessities
and living expenses. As the CFPB noted in the rule, payday lenders “have developed business
models that deviate substantially from the practices in other credit markets by failing to assess
consumers’ ability to repay their loans according to their terms.”® Bringing these lenders’
practices into line with other financial institutions would preserve dceess to. the loans for those.
who could afford them while curbing the abusive practice of trapping families under loads of
debt that would take moriths or years to pay back. '

The CFPB spent five years developing the original rule. It drew on data from nearly twelve
million loans to produce numerous research reports” and considered more than a million
comments. The final rule was careful to preser'\_.fc_rcsponsiblc_access. to the loans for those who
could atford to repay them while preventing abusive loans to customers who lenders knew would
never be able to repay. the principal. Lenders could satisfy the rule either by deterinining that the
borrower could repay the loan or by lending to borrowers who had an appropriate borrowing
history or met other conditions, and were provided with required disclosures.

Today, the CFPB released a proposal to rescind the underwriting requirements in the October
2017 -p'ayday rule and delay its implementation.” The new proposal asserts that “the evidence
underlying the identification of the unfair and abusive practice in the Mandatory Underwriting
Provisions of the 2017 Final Rule is not sufficiently robust and reliable to support that
determination, in light of the impact those provisions will have on the market for covered ...
loans; and the ability of consumers to obtain such loans.™" The new proposal ignores much of
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CFPB’s work that went into the initial rule, and then throws out the old rule by questioning. one
piece of evidence that the Bureau relied on in the existing rule. And to make this effort at
cherry-picking data for the beneéfit of payday lenders even worse, the new rule cites “twor
industry-sponsored surveys.''

The coriclusion reached by CFPB-—that there is not enough evidence of abusive behavior by
payday lenders and how to stop it~—belies the agency’s extensive history of combatting abusive
payday lenders. CFPB has, since 2013, taken dozens of enforcement actions against payday and
other short-term high dollar lenders for scamming their customers.'* For example, in 2014, the
CFPB took action against Ace Cash Express, one of the nation’s largest payday lenders.'® The
CFPB’s investigation found a graphic in the company’s training manual that provided step-by-
step instructiens on how catch consumers in a cycle of debt and revealed that the company had
rio-expectation that all their consumers would be able to repay the loans.'* Just yesterday, the
CFPB seitled with Cash Tyme, a storefront payday lender that admitted to, among other things,
“withdra[ing] funds or attempt{ing] to withdraw funds from consumers” accounts...after those
costumers had paid off their payday loans in whole or in p_art..”'5

The agency’s release of this new rule suggests that, under your leadership, the CFPB is
continuing your predecessors” pattern ot going easy on payday lenders at the expense of
consumers—a pattern reflected in the CIPB’s recent enforcemerit actions. Sincé Janwary 1,
2019, the CFPB has filed three enforcement actions against payday lenders—only one of which
provided any compensation to consumers. On February 1, the CFPB settled with several Maltese
and Canadian companies.and Canadian individuals who collected on loans that were void under
certain state usury laws. % No restitution for consumers was included in the settlement. On
January 25, the CFPB settled with Enova International, a payday lender that does business as
CashNetUSA and NetCredit for illegally “extract[ing] millions of dollars in unauthorized debits
froim consumers’ accounts.”’’ Consumers who made payments on those unlawful loans also
received no restitution,'®
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The rule you released today makes a mockery of the CFPB’s statutory mission of protecting
consumers. It should be withdrawn immediately.

Sincerely,

.. .N

Elidabeth Warren
United States Senator



