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are hecomifng infested W
~'This particular species is the loan-
shatk variéty;and it comeés in the form
of what isealled “payday fenders”
Payday lenders didn't i
ur.

4 Y
#SPringing up on every other cormer?
', You will probably be shocked to know

that the nurhber of payday loan/check
dotibled from:69 to132 ity just-the past
eight years. As pointed.out iria recent
Brookings Imstitntion study, & new
payday loan stére opens up every four
.days in Kentucky-Furthermore, the
‘business has grown 16 the point that

Kentuckians are
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llstration by PaglLachine is-nothing-less than legal loan shark-
. ' ing, and worst of all,it. specifically
. —= E Preys onpoor and mmonty foleuaussiiiaty
Over 30 orgariizations statewide, including CLOUT, have come e o payday
together to form the Kentucky Coalition for Responsible Lending, - loan shatis say, “But abour 90 percent
which is supporting legislation t0 pass of people pay off their loan within the
) oy =t o < two-weekperiod, so all they’re paying

an interest rate cap of 36 percent on payday lenders. : :
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-~ Continued from HL

is about 15 percent interest:”
‘While that may be true on the sur-
face, what they. dop’t tell you'is
that the majonty of people.turm
right around and take it another
loan in order to be able to cover
their regular monthly expenses..
The important thing to realize
here is that while many people
may be able ta pay off the loan in
two weeks (because they havej just.
received, their
most really-can pay
off Once. they use mDst or allo

FINANCES | Fairer
lending is a challenge

should our firefighters; teachers,
- service workers and others in our

economy deserveles
than our military? #

So we come today with a two~
part challenge:In today’s spiraling
economy, the citizens of our city
and our commonwealth desetve
real leadershipand real assistance
from those in government and I
the financial' community: N

FLsL we challenge the Louiss

villg *com_mumty, indeed our-
ito take astrong s stand th

establishing a 36 percent inte;

left for mmrxegular expenses, like ‘est rate.cap-on payday lenders,. they are making presently, but are
rent, utilities, food, medicine, ete. “and we cail upon Gov. Steve Be-  these reallythe kinds of jobs that
— so they are forced to mmnght shear tosupportit. We aré aware . advance our state’s economy —
aronind and take out another loan, thiat fhe Goverrior has ties to the  jobs-that prey on-our citizens and:
and pay another finance charge, indifstry—havingbeenalobbyist suckmiillions of dollars out of our-
and this'begins an ongoinhg cycle, for it'10 years ago=— and thathis -economy eachyear? Besides, such
payday after payday, pick for Commissioner of theRev-  rate caps have beén implemented-
Some people.end up paying fi- N s ' in ather states, and plenty of
nance charges totaling, hundreds; . day lenders have been ableito's
or even thousands, of dollars.over. in- business: andsstill offer theu:
a period of manths or years; still- product:
neverpayingoffthe principal:ln AR They will also say, “If your:
fact, the average hon:ower NG %, regulations do make.a lot of us-
takes ‘out nine loans per year. & “%_. haye tn close up shop; people
Behind their own closed 3 Y= . will just-go and get theit pay-
doors, industryleaders speak g, €8 day loans online anyway.”
very openly that that their & "+ B2« YWall, online payday loans are
business model-is based on ¢ ==f already illagal in Kentucky, s0.
thefrequentrepeat customer. = S ‘g .this|is an enforcement matter;
-And don't be fooled when G B e -policy matter. If people
they say, “But this is a neces- 1} aregenmgloans enlineitisthe
sary service — people need it” (/ statels responsibility to enforee
At least one-third-of the .S, t? . that law; not to use this as an ex=

does not allow payday lending;
and those areas seem to get'along
without it, just as we in Louisville
got along without it 20 or so years -
ago. Also, much of the perceived * enue Department, Tom Miller,
“demand™ for the product, in was supportive of the payday loan
terms of the number of loars that industry during his time in the
are made, is actuauy ereated by Fletcher administration. All the
the industry itself] by its veryprac- more reason:for the Governor to
tice of maneuvering people to now stand4ip to the industey: and
take out multiple loans in a year.  bring Somié reliefto our citizens It
Nuimerous states have out- . shotild also benoted that thisreg-
lawed or greatly restricted payday -ulation xill not-cost the state any
lenders. Fifteen states (incliding additional
our border states Ohio and West sa the ciuTént financial situation
Virginia) have laws capping rates of the state should not be a factor
or donot allow payday lending at in his-support. -
all. Arizona voters chose o allow ‘We also challenge Attorney

their law that authorized payday ‘General Jack Conway: to do his

lending to sunset, as did.the state. part to protect our citizéns from
of North Carolifia. . what amounts to nothingless than
A study dene last year by the' ahazardous product. Is there any
University of North Carolina ~ ther product; that we would al-
showed that consumers in that ° suchd pmduct when oné of
state have been better off without "évery: two- blows up. in the con-
Ait. In'2007, the District of Colum- sumer’s face? That’s-what hap-
biacapped interestrates at 24per=' pens Wwith payday loans.
ceat. Last yearin Ohio a bill was Finally; we challenge Commis-
passed that capped interest rates siomer Charles Vice, of the De-
at 28 percent. The industry pro- partment of Finaneial Tnstitutions:
ceeded to spend upwards of $20° (the state regulatory body over
million to overtirn that statute such businesses) — who states
with a ballot referendum, but thatthe pnmaryxmssion ofhis de=
Ohio voters wisely defeated that partment. is.“to-protect the cifi-
affort by a large margin. Also last zens” — to:de his part to-support
year, the Supreme Court of Arkan- legislation that will truly protect
sas declared payday lend.mg un- the cifizens of Kentucky, who
constitutional, because it violates have everything to lose, rather
the state’s 17 percent usury limit, than legislation that has been ap-
.On the national level, in 2006. proved by the payday loan indus-
Congress passed a federal law iry; which bas everything to gaifl..
prohlbﬂ:ng payday lenders from In its 2007 study “Springing
charging members of the military® the Debt Trap,” the Center for Re-
more than 36 percent APR: Why sponsibile Lending concluded that

et expendmxres,' :
“Committee, Unfortunately, the

the: omy way fo truly protect:
consumers is to; limit the
amount of interest payday lend-
ers can cliarge to a level at or
around 36 percent. It g
point out that, even:in sta
have attempted otherreforms, 90
percent of payday lending busi-
ness is'still generated By trapped
borrowers with five or'more
loans, -
The mdustry will say, “If you
capeurmterest rates at 36 percent
ou s will have

cuse ottopmtect the citizenty:
"« Experience in otheér states’

- shovbs fhat: When the-Heat of pré=

posed reform is on, the payday
loan industrywill trot outa whole
list of supposed reforms that it
will support. but the experience of
these statesds that these are merex

lysmoke andmirrors and dodoth=

ing to truly protect the consumei.
Just this past week;a bill that:

contains several such “reforms”-

(EIB:444) was railroaded through
‘the House Banking'& Insurance

public was muzzled by the cam-
‘mittee chair not allowing the pub-
lic to'express eoncerns about the
bill, even though there were sev=
eral people from different parts of
the state prepared to da 5o Thisis
troubling. It was also troubling to
note that the payday mdustry rep-
resentatives-who were present

seemed guite satisfied with-the-

bill, which only reinforces-the
above point that these are not trie
reforms, And perhaps most trou-
bling, CLOUT has Jearped that
several members of the commit=
tee, including its chair, have re-
ceived campalgn ¢ontributions
from tlié payday loan industry
within just the past fewmonths —
a matter which raises serious
questions about the pmcess
Over-30 organizations state-
wide, including CLOUT, have
come together to form the Ken-
tucky Goalition for Responsible
Lending, which is supperting lag-
islaHon topass aninterestrate cap

.of 36 percent. HB 516 is-a bill that:

will. truly. protect Kentucky-con-

o "'Acred.ltum ns ﬁ‘ersuch products |
- already, but*f&w

Phatoscom

“sumers. We challenge
“our state Jeadership to sup-
port it..* . .
The second part of our chal-
lenge deals'with-the-other side of

L
4 “this 1 Issue; and it goes out to the

traditional financjal institutions
in ouir' community — our banks
and credit unions, Thereare-a lot
of models of affordable; ac essiz

- ble non-predatory Cré v
bankm:, services that otir I¢

W peoplé knaw-
about them, znd few people have
developed enowgh tritst in reguilar
banks 6. even think of looking

* there, anid.so many of them resort

to the payday lenders; check cash-
ers, money order sellers, and
other more expensive services
ind products.

One of the more promising
models is-called “Bank On" Tt be-
gari With Bank’ "On San Francisco
three years-ago; and has now

Spredd-to over 15 other cities

acrossthe colritry. Justa cotple of
weeks ago Bank On Evansville

.was launched might down the river

from us, and Cincinnati is 4lso
‘working toward such a program.
The model basically bnnbs to-
getherbanks and eredit unions in-
toa cooperative effort toofferand
promote a bundle'of services and
products thiat make traditional
batiking more feasible for-the.

: tﬁeusmds of mbmkedpersonsm
~fhe ‘commiirity. In San Francisco,

the initial goal was to bring10,000
of the estimated 50,000 unbanked -
persons in the city into traditional
banking, but they exceeded their
expéctations and have already

] brongh mmﬂonm AT s s

Aiconservative estimate of the
ﬁun iher of unbanked Households

“in-Louisville Métro:is-29; 000,

based‘on zmalysls domne for
¥ iaritah 1e

ties Prmect, which has produced
the benchmarks for all of the Bank
On initiatives in other cities. We
challenge our local banks and

to pmﬂde alternatives to those
persons in our community Who
are othierwise prey to the sharks,
On March 23, gver 1,500 local
citizens will be,coming togethﬂr
with stite and Tocal [éadérs i our
financial community and govern:
ment to launch an,effort called
“Fair Kinances for All Families” If
your congmgar_lon or ozgamzzmcn
would like to play a role iri this ef-
fort, contact CLOUT at (502)
5834267 or clout@bellsouthunet.
You can also Jearn more about the
Kentucky Coalifion for Respon-

* sible Lending at kyresponsiblelen-

dingwordpress.corm:

The Rev, Keith Switzer is pastor of Mo-
saiz United Methodist Chureh; Bishop
Walter Jones is pastor of Baptized Pen-
tecostal Church-of Holiness. They are
co-presidentsof CLOUL *
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