Oppose SB 1379: Keep Predatory Loans out of Pennsylvania
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.” This session, they are working to legalize long-term payday loans in Pennsylvania by authorizing the
“Financial Services Credit Ladder.” Make no mistake. The legislation does not give struggling Pennsylvanians a leg up the
financial ladder. SB 1379 is a descent into debt.
The last thing struggling Pennsylvanians need are loans
SB 1379 would eliminate Pennsylvania’s existing cap
like this, with fees and interest costing over 200%:
on fees and interest for consumer loans that has
effectively kept predatory payday loans out of our
state.1 The legislation hides the cost of the loans
that it would legalize. It authorizes 36% interest, but
payday lenders also will be able to charge other fees
that could push the effective interest rate into the
triple-digits.2 We will not even know the exact cost of
the loans until after the bill has passed when the
Department of Banking and Securities sets a fee
schedule.
Based on what payday lenders offer in states where
they are legal, the costs will be astronomical. As shown
to the right, in California, payday lenders offer a loan
like what would be authorized by SB 1379: it carries an
effective interest rate, with fees, of 218%.3 For a $3,000
loan, a borrower pays back nearly $7,500 over the
course of one year to get out of debt. That is a loan
product that causes, rather than relieves, financial
distress.

Predatory Payday Lending has Disastrous Effects on Individuals & Communities
In states 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,4 to delay medical care,5 to overdraft
their bank accounts,6 and even file for bankruptcy.7 Payday lending also negatively impacts the community and economy,
draining jobs8 and increasing usage of government resources, such as food stamp use.9 Communities with payday loan
storefronts report strains on local food pantries and charitable emergency relief services. 10 Finally, payday loans were
found to undermine military readiness because of their harm to soldiers.11

Pennsylvania’s Strong Law Already Protects against Predatory Payday Lending
Proponents of SB 1379 cite proposed national rules on payday lending by the Consumer Financial Protection Bureau
(CFPB) as a model for the legislation, as well as a study by the Pew Charitable Trusts as evidence of the need for these
loans. But, the CFPB, unlike Pennsylvania, cannot cap the rates on consumer loans, which is the most effective way to
protect borrowers from predatory practices. Changing our law by adopting the CFPB proposal in Pennsylvania will weaken
it. Pennsylvania already has one of the strongest predatory lending laws in the country, as recognized by both the U.S.
Department of Defense and the CFPB.12 In fact, the same Pew Charitable Trusts study cited by supporters of SB 1379 does
not recommend law changes in the 15 jurisdictions, including Pennsylvania, without high-cost payday lending.13
Our law has been effectively enforced against predatory lenders operating in storefronts and online. 14 We need to keep
our law strong.

Military veterans, seniors, women’s groups, faith leaders, credit counselors, affordable housing providers, assetbuilding 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.

Long-term Payday Loans: Another Unsafe Debt-Trap
The long-term payday loans that would be authorized by SB 1379 are just another debt-trap product. They are structured
to have multiple payments with a longer repayment period than the traditional, single balloon-payment payday loan, and
usually have higher loan amounts. Despite their installment terms, they carry the same predatory characteristics as
balloon-payment payday loans, with the potential to be even more dangerous to borrowers.
Long-term payday loans involve extremely high costs, generally over 200% with both fees and interest; lender access to the
borrower’s bank account15; repayments tied to payday; repeat refinancing; and high defaults. The loans remain profitable
to payday lenders because they can collect more in fees than the principal loaned long before the end of the loan term. In
other words, the lender profits and succeeds while the borrower fails.
The U.S. Department of Defense found that these long-term payday loans were just as harmful to the finances of our
nation’s soldiers as two-week loans. It recently revised its regulations to protect active-duty soldiers by capping the total
cost of these long-term payday loans, including both fees and interest, at 36% annually, a similar protection to what we
have in Pennsylvania for all residents.

Pennsylvanians Oppose Rolling Back our Existing Protections against Predatory Lending
For the past four years, groups representing millions of Pennsylvanians have been speaking out to oppose predatory payday
lending and to keep Pennsylvania's strong laws in place, including the Pennsylvania War Veterans Council, AARP of
Pennsylvania, Housing Alliance of Pennsylvania, PA AFL-CIO, Pennsylvania Council of Churches, Lutheran Advocacy Ministry
in PA, Community Action Association of Pennsylvania, Bucks County Women’s Advocacy Coalition, Community Legal
Services, Clarifi, and many more. Please stand with them and oppose SB 1379, which would open the flood gates to
predatory lending in Pennsylvania.
For more information: Contact Kerry Smith, Senior Staff Attorney, Community Legal Services, Inc. (215-981-3724); Keith Beebe, LTC, U.S. Army-Ret.,
Chairman, Legislative Committee, Pennsylvania War Veterans Council (717-574-5000); Bob Gray, LTC, U.S. Army-Ret (717-623-8715) and Bill Harris, Col.,
U.S. Col. Army-Ret., (610-217-3511), PA Council of Chapters, Military Officers Assoc. of America.
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