John E. Taylor

President & CEQ

Jesse Van Tol
Chief Operating Officer

Board of Directors

Robert Dickerson, Jr., Chairperson

Dory Rand, Vice Chairperson

Woodstock Institute

Ernest (Gene) E. Ortegao, Treasurer

Rural Housing. Inc

Ernest Hogan, Secretary
ot SR

Pit C

Bethany Sanchez,
immediate Past Chairperson
Metropolitan Milwaukee

Sir ouncil

David Adame
Chicanos Por La Causa Inc

Catherine Crosby
City of Dayton Human

Relations Council

Pete Garcia
he Victoria Foundation

Peter Hainley
CASA of Oregon
Charles Harris

Matthew Lee

nner City Press

Maryellen Lewis
Mich munity

calition

Moises Loza
Housing Assistance Council

Elisabeth Risch
St. Louis Equal
nity Council

Arden Shank
e hood Housing
Services of South Florida

Shelley Sheehy
River Cities Development Services

Dave Snyder

Minnescta Asset Building Coalition

Kevin Stein
California Reinvestment Coalition

Hubert Van Tol

PathStone. Inc

Marceline White
d Consumer Rights Coalition

Phone: 202 628-8866
Fax: 202 628-9800
Website: www.ncrc.org

727 15" Street, NW/
Suite 900

Washington. DC 20005

NCRC

OPENING DOORSTO
ECONOMIC OPPORTUNITY

October 7, 20016

Monica Jackson

Office of the Executive Secretary
Consumer Financial Protection Bureau
1700 G Street NW, Washington, DC 20552

Re:  Docket No. CFPB-2016-0025
RIN: 3170-AA40
Notice of Proposed Rulemaking on Payday, Vehicle Title, and
Certain High-Cost Installment Loans

Dear Ms. Jackson:

The National Community Reinvestment Coalition (NCRC) appreciates the
opportunity to comment on the Consumer Financial Protection Bureau’s
(CFPB) proposed rule for payday, vehicle title, and certain high-cost
installment loans. Payday loans are often a debt trap by design that locks
borrowers into a cycle of repeated loans at extremely high interest rates.
Payday lenders charge interest rates averaging 400 percent, and repaying a
loan in just two weeks consumes more than one-third of the typical borrower’s
next paycheck. Most borrowers cannot afford to spend more than five percent
of their paycheck towards a loan payment without re-borrowing.' As a result,
the average payday borrower remains in debt for five months of the year,
spending an average of $520 in fees to repeatedly borrow $375."

While we commend the extraordinary work reflected in the CFPB’s proposed
rule to establish an ability to repay standard for payday lending, the proposed
rule will still leave many issues around small-dollar lending unaddressed.
NCRC urges the CFPB to address the harm of payday lending at its core by
using its exclusive supervisory authority over fair lending and consumer
compliance by large depository institutions to better coordinate with the
federal banking regulators and encourage stronger enforcement of the
Community Reinvestment Act (CRA). If banks” CRA ratings were to better
reflect their failure to provide needed financial products and services in the
communities in which they are chartered to serve, we believe it could help
diminish the reliance on high-cost alternative financial services, particularly in
low- and moderate-income (LMI) and majority-minority communities.
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NCRC is an association of more than 600 community-based organizations that promote
access to basic banking services to create and sustain affordable housing, job
development, and vibrant communities for America’s working families. Our members
include community reinvestment organizations, community development corporations,
local and state government agencies, faith-based institutions, community organizing and
civil rights groups, minority and women-owned business associations, and social service
providers from across the nation. NCRC’s members are very concerned with the
predatory nature of payday lending, and also that many LMI and minority borrowers are
forced to rely on such loans due to a lack of more reasonable alternatives. If CRA were
better enforced, we believe it would be a much better incentive for traditional banks to
offer more safe and affordable small-dollar loan products.

Payday Lending and the CRA

The CFPB’s request for comment seeks to balance consumer protection and access to
credit with the costs placed on lenders in providing access to small-dollar loans. The
proposed rule, while offering additional consumer protections, would still allow high-cost
consumer loan products to proliferate in the market and remain an option for LMI
borrowers who will struggle to repay them. In many LMI communities, traditional banks
— federally insured depository institutions — are simply not offering reasonably priced
alternatives despite their “continuing and affirmative obligation” under CRA." The
reliance of LMI communities on high-cost alternative financial services, such as payday
lending, highlights the weak enforcement of CRA. Banks’ difficulties in meeting their
statutory obligations under CRA have left a gap for predatory payday lenders to step in.

CRA requires the banking regulators to use their authority when examining banks to
encourage those institutions to help meet the credit needs of the local communities in
which they are chartered, consistent with safety and soundness standards.™ Although the
federal banking regulators — the Office of the Comptroller of the Currency (OCC), the
Federal Deposit Insurance Corporation (FDIC) and the Federal Reserve Board — have the
primary statutory authority to examine and rate banks under CRA, the Dodd-Frank Wall
Street Reform and Consumer Protection Act gives the CFPB exclusive supervisory
authority to examine large depository institutions for compliance with federal fair lending
and other consumer financial laws." The law also requires the CFPB to coordinate its
supervision of large banks with the other federal and state regulators.” The fair lending
and consumer law compliance review conducted by the CFPB is then to be considered by
the federal banking regulators when assigning a CRA rating to the bank.
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The CFPB’s supervision of large banks’ consumer compliance for CRA examinations, as
well as their supervision of payday lenders, puts them in a unique position to monitor the
prevalence of high-cost payday lending in the CRA assessment areas of the banks they
supervise. The CFPB should coordinate with the bank agencies to ensure that CRA
performance context analysis identifies those bank assessment areas that have a
concentration of high-cost payday lending. A bank’s CRA performance context is the
“broad range of economic, demographic, and institution- and community-specific
information that an examiner reviews to understand the context in which an institution’s
record of performance should be evaluated.”™ Highlighting geographic areas within a
bank’s CRA assessment area where LMI and minority borrowers are relying largely on
high-cost alternative financial services may aid banking regulators in better evaluating
the bank under CRA. It will also assist with evaluating whether a bank is meeting the
credit needs of that community consistent with its obligations under CRA. In addition,
fair lending reviews should assess whether any underwriting or marketing techniques
used by banks are disproportionately excluding majority-minority communities from
accessing small-dollar loan products offered by banks.

The CFPB and the prudential bank agencies should also work together to encourage the
banks they jointly supervise to make safe and affordable small-dollar loans that serve as
alternatives to high-cost payday loans. The bank agencies recently amended the
interagency questions and answers regarding CRA document to indicate that offering
responsible small-dollar loans would be considered an innovative and flexible practice
under CRA exams."" The agencies further encourage banks to offer financial education
in conjunction with the small-dollar loans. The CFPB and the bank agencies could
develop an interagency memo for banks on small-dollar lending that would explain how
loans that conform to the CFPB final rule would help banks implement this Q&A and
garner banks favorable consideration on CRA exams. One example that could provide
guidance is the “Safe, Affordable, and Feasible Template for Small-Dollar Loans™
proposed by the FDIC.™ The CFPB should take this opportunity to further stress the need
for banks to serve communities currently underserved by banks. Doing so helps further
mitigate the risks involved with payday lending.
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Conclusion

The prevalence of high-cost payday lenders further highlights the need for a stronger,
better enforced, CRA. Banks must be held to their affirmative obligation to help prevent
borrowers from being forced into unaffordable, predatory loans. We urge the CFPB to
address both of these issues by implementing a strong final rule and by coordinating with
banking regulators on their CRA performance context analysis, their fair lending reviews,
and encouraging banks to make responsible small-dollar loans.

If you have any questions please contact me at NCRC, (202)628-8866 or at

jtaylor@ncrc.org.

Sincerely,
John 14‘

President and CEO
National Community Reinvestment Coalition
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