Protect the 2010 Payday Lending Reforms

HB11-1290 Will Raise Interest Rates on Struggling People in Need of Emergency Cash

e HB11-1290 is NOT JUST a technical clean up, but an attack on the very policies adopted last year that improved
the payday loan product.

e The new law has only been in effect since November 2010. We need to allow the new product to take effect in
the market before we begin to make significant changes to it.

HB11-1290 would significantly increases costs to borrowers who pay off their loans early and incentivizes payday
lenders to turn loans over early.

Table 1 - Costs of a $300 loan paid off at various intervals (1 — 6 Months)

Length of loan | Cost Under Cost Under Cost APR APR APR proposed
Current law Proposed change Difference | Difference | currentlaw | change
30 days $21.75 $71.25 $50 235% 86% 289%
60 days $65.00 $105.00 $40 62% 132% 213%
90 days $108.75 $138.75 $30 28% 147% 188%
120 days $152.50 $172.50 $20 13% 155% 175%
150 days $196.25 $206.25 $10 5% 159% 167%
180 days $240 $240 SO 0% 162% 162%

The proposed change significantly increases the costs and APR for the borrowers who pay off their loans early and
rewards payday lenders for churning the accounts.

Table 2 - Costs of three $300 loans paid off in 30 days each

Loans paid off | Cost Under Cost Under Cost APR APR APR proposed
every 30 days Current law* | Proposed change Difference | Difference | currentlaw | change

1% loan $21.75 $71.25 /” $50 "\ 235% 86% 289%

2" loan $21.75 $71.25 [ s50 )| 235% 86% 289%

3" loan $21.75 $71.25 N\ 350 _/ 235% 86% 289%

\5150 TOTAL!

*There is no monthly maintenance fee charged if a loan is paid off in 30 days or less.

Current Payday Loan

e Annual percentage rate includes all charges; finance charge, maintenance fee, and interest. If the loan is paid prior
to the maturity of the loan term, the lender refunds a prorated portion of the annual percentage rate.

e No waiting period is required between the time a prior loan is repaid and a new loan is made.
A 30-day waiting period is required between the dates on which the loans are made only if the same lender makes

a subsequent loan to a consumer while a prior loan is outstanding or unpaid.
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