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The Kentucky Coalition for Responsible Lending (KCRL) is a broad-based coalition of 88 faith-based and
community groups who have come together to fight the payday lending debt trap in the Commonwealth.
The KCRL applauds the Consumer Financial Protection Bureau (CFPB) which has released its long-
awaited proposed rule intended to end the payday lending debt trap. This proposed rule is a good first
step to regulate payday lending on a national basis, and has the potential to save Kentucky residents
millions.

In Kentucky, payday loans must be repaid within 14 days and there is no requirement that lenders
determine ability to repay. At the end of the 14 days, the lender accesses the borrower’s bank account
directly. The typical payday borrower is unable to repay so quickly, and ends up taking out a second loan
to repay the first, with additional fees. The average borrower in Kentucky ends up in the debt trap, taking
out nearly 11 loans per year. On an annual basis, the cost of these loans can be as high as 400% interest.
The problem in Kentucky continues to grow. In 2015, payday lenders stripped away $117.8 million in fees,
a 12% increase since 2010.

For a number of years, KCRL has advocated for changes in Kentucky state law to reduce the interest rate
on payday loans to 36% on an annual basis. These efforts so far have been unsuccessful, largely due to
an influential payday industry and its large cadre of lobbyists. This is why a strong federal rule would be
so beneficial to Kentucky borrowers.

The proposed rule would generally move Kentucky toward the ultimate goal of safe and just lending by
requiring the lender to determine the borrower’s ability to repay. Alternatively, payday lenders would be
permitted to issue loans without determining a borrower’s ability to repay if the loans meet certain
requirements, which, though better than the status quo, still would leave borrowers vulnerable to a
potentially devastating product. Further, the burden of proof should lie on the lender as to whether or not
the loan is truly able to be repaid — through looking at a borrower’s actual income and expenses, which is
the only way to ensure what a borrower can and can’t afford. Even a single unpayable loan is enough to
create a financial catastrophe for someone living paycheck-to-paycheck.

Advertised as a way to meet short-term financial needs, the actual business model of payday loans is to
trap borrowers in debt for years on end, extracting fees that quickly add up to far more than the amount
borrowed. KCRL and advocates around the country have been pushing for a rule that simply requires
these lenders to do what any responsible lender does already — to determine whether borrowers are likely
to be able to pay back a loan without leaving them in a dangerous financial position. That is why our
coalition endorses the CFPB’s decision to pursue just lending, and why we recommend any final decision
be stronger than the original proposed.
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We support 36% APR on Payday Loans in Kentucky!
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