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Mr. Chairman and Membersof the Committee:

My nameisRay Landis. | amthe Advocacy Manager for AARP Pennsylvania, representing 1.8
million membersin the Commonwealth, Thank you for the opportunity to speak today, | would
like to sharewith you AARP’s concernsabout HB 2191, which would legalizelending at annual
interest rates of 300% or higher. Such an action threatens to harm many Pennsylvanians, including
large numbersof the Commonwealth's seniors.

AARPhaslong been involvedin state activity to protect consumersfrom predatory lending
practices. AARP’s Public Policy maintainsthat states should adopt legislation or strengthen
existinglaws tolicense lenders, ensure compliance with federal and state consumer disclosurelaws
and state small-loan interest rate caps or usury laws, requirelendersto disclosethat the crimmal
justice system cannot be used for collections, provide consumers with a privateright of action and
eliminate unfair, abusive or deceptivepractices. AARP believesthe enactment of legislation such
as HB 2191 would be a step backwardsfor these principles.

Seniors, many of whom are on Limited Or fixed incomes, are ripetargetsfor predatory lenders
attention.” Older peopleare increasingly nearing their retirement years with high levelsof debt.”
The consequencesof unaffordabledebt can be devastating, especialy at atimein on€e's life when
income typically decreasesand remaining working years are limited.

AARP s particularly concerned about the negativeimpact on Social Security beneficiariesasa
result of thefocus on older consumersby predatory lenders. Asnoted by the Wall Street Joumnal,
""such lendersareincreasingly targeting recipients of Social Security and other government benefits,
including disability and veteran's benefits."™' Also, astudy commissioned by the WSJ shows that
payday |oan shops cluster near housingfor seniors and the disabled. Weknow, based on their
activitiesin other stateswith laws similar to HB 2191, that payday |endersare perfectly willing to
make these high-cost |oans available to borrowerswhose only source of incomeisa Socia Security
or disability checks.

Thelast few years have been atime of high financial stress for many older Peansylvanians living on
fixedincomes. Fortunately, Pennsylvanids seniors are currently protected against exploitative
payday loan practices. The Commonwealth's long standing laws makethemiillegd if they carry
interest rates higher than about 24%annually, regardlessif theloan is made at a storefront or over
the internet. Although claimshave been made that internet payday lendingisincreasing, as AARP
membersrelate their concernsabout their financial situations, being trappedin an illegal intcrnct
payday loan isnot oneof them.

The payday |loans authorized by HB 2191 ¢arty a dangerous combinationof loan termns that result in
along-term insurmountabledebt. Noneof the provisionsin HE 2191 will mitigate harms caused
this texic product.

Payday lenders maintain that they provide a benefit by filling the gap left by traditional lenders.
AARP does not accept this argument. Evenif this were so, purportedly providing a needed service
does not justify the harm inflicted on consumersby theloans that they offer.

Payday lenders understand that borrowersoften will not be able to both pay their loansand make
ends meet until the next payday, meaning borrowers are forced to re-borrow. When the lenders



make these loans, they push poor borrowersdeeper into debt and thereforeare assured of future
business. Asindustry leaders themselves acknowledged, the payday lending business model
dependson keeping borrowersin debt.”*

Thiswill be particularly trueunder HB 2191, which authorizesannual interest ratesas high as 300%
annually due in full in a short-timeframe, typically 14 or 30 days. And, if HB 2191 passes, a
borrower could owe more than 50% of her take-homepay to apayday lender every two weeks, for
an entire year or longer, with no end in sight.

Provisionsin HB 2191 like the rollover ban, coeling off period, and database would ot Stop this
cycle. In stateswith laws similar to HB 2191, more than 60% of payday |oan revenuei s generated
by borrowerswith 12 or more loansayear.’ Theseloansarea debt trap by design, and the business
model depends on keeping borrowersstuck in thislong-term debt.

Research and experiences of membersin other statesshow over and over again that theseloansare
not quick, short loans as they are marketed. Inreality, they lead borrowersinto along-termdebt
trap, leaving themin aworsefinancia situation than when they begin. For seniorswith limited
incomes and less ability torecover from a hardship, theseconsequencesare particul arly concerning.
Thankfully, seniors are protected by Pennsylvania's existing law, which appliesequally toillegal
storefront and internet loans.

HB 2191 will exacerbatethe problemit claims to solve and create untold harm to our state's

seniors. AARP Pennsylvania, on behdf of its 1.8 million members, respectfully requestsyou to
oppose HB 2191. Instead we urge you to take legislativeaction that would protect consumersfrom
lending practicesthat are harmful to borrowersand society.

Thank you again for your time today.
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