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Executive Summary

The CFPB

he Consumer Financial Protection
TBureau (CFPB) was established in

2010 as part of comprehensive Wall
Street reform in the wake of the worst fi-
nancial crisis in decades. It identifies dan-
gerous and unfair financial practices, edu-
cates consumers about these practices and
regulates the financial institutions that
perpetuate them. The CFPB took over
as the nation’s chief financial consumer
regulator on July 21, 2011.

The Consumer Complaint Database
To help accomplish these goals, the CFPB
has created and made available to the pub-
lic the Consumer Complaint Database.
The database tracks complaints made by
consumers to the CFPB and how they
are resolved. The Consumer Complaint
Database enables the CFPB to identify
financial practices that threaten to harm
consumers, and it enables the public to
evaluate both the performance of the fi-
nancial industry and of the CFPB.

This Report

This is the seventh in a series of reports
that review complaints to the CFPB. In
this report we explore consumer com-
plaints about predatory loans, categorized
in the database as payday loans, install-
ment loans, and auto title loans.

"This is our first report to incorporate an
analysis of consumer narratives or written
explanations of problems—an addition to the
database we advocated for with Americans
for Financial Reform and achieved last year.!

This report looks at payday loan com-
plaints from multiple angles:

* The type of problem, such as loan inter-
est that wasn’t expected

* Complaints by company

® Whether and how companies respond-
ed to complaints

This report includes a section highlight-
ing the CFPB’s top accomplishments. We

Consumer Complaints about Predatory Loans

1



2

also present a history of the fight to rein
in the predatory lending industry and dis-
cuss the significance of a rule the CFPB is
expected to finalize this year. We provide
recommendations for this rule, as well as
improvements the CFPB can make to en-
hance the complaint database and its work
on behalf of consumers.

Complaints about Predatory
Lending Appear Repeatedly

in the Database

Most predatory loan complaints to the
CFPB are submitted by consumers as
payday loan complaints, which are cat-
egorized in the database in two primary
ways: under the “payday loan” product
category and as a subset of the “debt col-
lection” category.? Complaints filed in
both ways include problems with short-
term payday loans, long-term installment
loans, and debt collectors. Therefore, we
combined both categories of payday loans
in the database for our analysis of those
complaints.

Additionally, consumers report prob-
lems with higher-cost installment loans
and auto title loans in the “consumer loan”
category.> We also look at complaints
against top companies in this category
that appear to offer predatory products.

Findings

Consumers have submitted nearly
10,000 complaints in the payday loan
categories of the database in less than
three years.*

More than half the complaints were
submitted about just 15 companies.
The other half of the complaints were
spread across 626 companies.® (See Ta-
ble ES-1.)

Complaints against these 15 compa-
nies cover problems with a full spectrum
of predatory products and services.

Predatory Loans and Predatory Loan Complaints

These 15 companies include:
e Storefront and online lenders;

¢ Short-term payday, long-term payday
installment, and auto title lenders;

e Debt collectors;

® Lenders claiming to operate as tribal
lending entities; and

® Members of industry associations,®
whose members are said to abide by best
practices they claim ensure responsible
lending.’

Enova International (doing business
as CashNetUSA and NetCredit) has
the most total complaints in the payday
categories with 737, making up about
8% of all payday complaints, followed
by Delbert Services, CNG Financial
Corporation (doing business as Check
‘n Go), CashCall, and ACE Cash Ex-

press.

® These top five most complained about
companies offered little to no relief,
either monetary or non-monetary,
through the CFPB complaint process.
Delbert Services and CashCall notably
offered no relief.

e Delbert Services and CashCall, which
together make up about 11% of all pay-

day complaints, are both owned by J.
Paul Reddam.?

The two largest types of problems
under the payday loan categories were
with communication tactics and fees or
interest that was not expected. These
two issues made up about 18% of all
complaints each. (See Figure ES-1.)

9% of payday complainants received
relief, either monetary or non-monetary,
through the CFPB’s complaint process.



Table ES-1. Top 15 Most Complained about Companies in the Payday Loan Categories

Type of Business/Products How to
(debt collection, short- apply for
Percent of term payday, long-term | loans (online
Rank | Company Complaints | Complaints | installment, or title loans) or store) Known Affiliations
1 Enova International, Inc. 737 8% Installment & payday loans | Online Member of the
(DBA CashNetUSA and Online Lenders
NetCredit) Alliance
2 Delbert Services 621 6% Debt collection NA Same owner as
CashcCall (J. Paul
Reddam)
3 CNG Financial Corporation 555 6% Installment & payday loans | Both Member of
(DBA Check 'n Go) Community Financial
Services Association
of America
4 Cashcall, Inc. 482 5% Installment loans Online Same owner as
Delbert (J. Paul
Reddam)
5 ACE Cash Express Inc. 445 5% Installment, payday, and Both Financial Service
title loans Centers of America
6 Community Choice 420 4% Installment & payday loans | Both Member of
Financial, Inc. (DBA Community Financial
Checksmart) Services Association
of America and
Financial Service
Centers of America
7 Speedy Cash Holdings (Also 330 3% Installment, payday, and Both Member of
does business as Rapid title loans Community Financial
Cash) Services Association
of America
8 Red Rock Tribal Lending 238 2% Installment loans Online Lac Vieux Desert Band
(Did business as Castle of Lake Superior
Payday but changed name Chippewa Indians
to Big Picture Loans)
9 Advance America, Cash 228 2% Installment, payday, and Both Member of
Advance Centers, Inc. title loans Community Financial
Services Association
of America
10 MNE Services, Inc. (Also 212 2% Payday loans Online Miami Tribe of
did business as Ameriloan, Oklahoma; does
United Cash Loans, US not appear to be in
Fast Cash, Advantage Cash business anymore
Services, and Star Cash
Processing®
11 National Credit Adjusters, 175 2% Debt collection NA NA
LLC
12 Check into Cash, Inc. 151 2% Installment, payday, and Both Member of
title loans Community Financial
Services Association
of America
13 Mobiloans, LLC 147 2% Payday loans Online Tunica-Biloxi Tribe of
Louisiana
14 | Ad Astra Recovery Services 125 1% Debt collection NA NA
Inc
15 BlueChip Financial (DBA 119 1% Installment loans Online Turtle Mountain Band
Spotloan) of Chippewa Indians
of North Dakota
Total 4,985 51%

Consumer Complaints about Predatory Loans
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Figure ES-1. Breakdown of Complaints by Issue'®
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Cont'd attempts collect debt not owed
Taking/threatening an illegal action

B Improper contact or sharing of info

H Can't contact lender

B Remaining 7 issues

Table ES-2. Top 9 Complained about Lenders in the “Installment Loan” Category that
Appear to Offer Higher-Cost Installment Loans'

Percent of
Rank | Company Complaints Complaints
1 Cashcall, Inc. 255 27%
2 Delbert Services 231 24%
3 Security Finance 83 9%
4 Enova International, Inc. (DBA CashNet USA 83 9%
and NetCredit)
5 World Acceptance Corporation 72 8%
6 Tower Loan 70 7%
7 Risecredit, LLC 69 7%
8 Bliksum, LLC (DBA LoanMe) 42 4%
9 CNG Financial Corporation (DBA Check 'n Go) 38 4%
Total Complaints 943

* Of the 15 companies with the most over-
all complaints in the payday categories,
Check into Cash and MNE Services were
the most likely to report extending mon-
etary or non-monetary relief, providing
relief for about 49 percent and about 45
percent of complaints, respectively.

* As noted above, the top five most com-
plained about companies offered little
to no relief, either monetary or non-
monetary, through the CFPB complaint

Predatory Loans and Predatory Loan Complaints

process. Delbert Services and CashCall
notably offered no relief.

Beginning in March 2015, the CFPB
added an option for consumers to share
the written explanations of their prob-
lems in the database. Since then, 3,695
complaints in the payday categories
have been published. A total of 1,663
or 45% of these complaints include
publicly available explanations, also
known as narratives, in the database.!!



¢ Although consumers may select only one
type of problem when filing a complaint,
a review of the narratives reveals many
complaints involve multiple problems.

® 91% of all narratives showed signs of
unaffordability, including abusive debt
collection practices, bank account clo-
sures, long-term cycles of debt, and
bank penalties like overdraft fees be-
cause of collection attempts.

Consumers also report problems with
higher-cost installment loans and auto ti-
tle loans under the “consumer loan” prod-
uct category. Of these complaints:

* CashCall and Delbert Services make up
51% of the complaints among the top
companies that appear to offer higher-
cost installment loans.” (See Table ES-2.)

* TMX Finance accounts for 45% of the
complaints among the top companies that
appear to offer predatory title loans.*

Commendations and
Recommendations

Below are some of our key commenda-
tions and recommendations for improv-
ing the effectiveness of the CFPB and its
database. A full list is available toward the
end of this report.

We commend the CFPB for propos-
ing a rule in June to rein in high-cost
lending.*

The proposed rule takes an historic step
by requiring, for the first time, that pay-
day, high-cost installment, and auto title
lenders determine whether customers can
afford to repay loans with enough money
left over to cover normal expenses without
re-borrowing.

However, as currently proposed, payday
lenders will be exempt from this require-
ment for up to six loans a year per cus-
tomer. To truly protect consumers from
the debt trap, it will be important for the
CFPB to close exceptions and loopholes
like this one in what is otherwise a well-
thought-out proposal. The CFPB pro-
posed rule could go further to enhance
enforcement tools such as deeming that a
loan in violation of state law is an unfair,
deceptive, or abusive practice.

Actions the CFPB should take to
improve the quality of the Consumer
Complaint Database include the fol-
lowing. See further explanation of these
recommendations and additional sug-
gestions under the “Conclusions, Com-
mendations and Recommendations”
section toward the end of this report.

* Make it easier for consumers to know
which categories to select when filing a
payday complaint.

o The “payday loan” top-level product
category does not have any options
for consumers to select payday prob-
lems with debt collection.

o Many of the options on the list of
payday “issues” under the “debt col-
lection product category are too sim-
ilar to each other.

o Analysis of the narratives indicate
that many complaints involved mul-
tiple issues. However, consumers are
able to select only one issue when fil-
ing complaints.

e Add more detailed information to the
database, such as complaint resolution
details.

* Add a field listing company subsidiaries,
which are often the firms with which

consumers actually interact.

Consumer Complaints about Predatory Loans
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The Consumer Financial Protection
Bureau: A Watchdog for Consumers

the product of an under-regulated

financial system run amok. Millions
of consumers were lured into mortgages
whose terms they could not understand
and which they had little hope of ever be-
ing able to repay. Easy credit inflated a
housing bubble which, when it collapsed,
brought down the fortunes of millions of
families as well as the broader economy.

The mortgage crisis highlighted the
need for more stringent financial regula-
tions and better consumer education. But
the problem extended far beyond mort-
gages. For decades, consumers had in-
creasingly fallen prey to a growing list of
predatory financial practices, from payday
loans to exorbitant credit card and bank
tees—all while receiving little help from
Washington, D.C.

In 2010, Congress passed the Dodd-
Frank Wall Street Reform and Con-
sumer Protection Act, which created the
Consumer Financial Protection Bureau
(CFPB), whose mission is to help “con-
sumer finance markets work by making

The U.S. financial crisis of 2008 was

Predatory Loans and Predatory Loan Complaints

rules more effective, by consistently and
fairly enforcing those rules, and by em-
powering consumers to take more control
over their economic lives.”*

The CFPB engages in many tasks as
part of its mission to protect consumers.
According to the agency’s website, the
CFPB’s work includes?’:

* Rooting out unfair, deceptive, or abu-

sive acts or practices by writing rules,
supervising companies, and enforcing

the law;

* Enforcing laws that outlaw discrimina-
tion in consumer finance;

¢ Taking consumer complaints;
¢ Enhancing financial education;

* Researching the consumer experience
of using financial products; and

® Monitoring financial markets for new
risks to consumers.



Key Accomplishments

In 5 years, the CFPB has stood up for con-

sumers in the following ways.

Enforcement Actions: The CFPB has
the authority to take legal action against
companies that break the law. Results from
the CFPB’ enforcement actions include:*®

e Over $11.3 billion in relief to consum-
ers, broken down as $3.62 billion in
compensation to consumers and $7.75
billion in principal reductions, cancelled
debts, and other consumer relief;

e 25.5 million consumers who will receive
relief because of enforcement actions; and

* $440 million ordered to be paid in civil
penalties as a result of CFPB enforce-
ment actions.

Supervisory Actions: Supervision isan im-
portant tool which allows the CFPB to “look
under the hood” and catch problems early.
As the Bureau itself explains: “The CFPB
has the authority to investigate or “supervise”
depository institutions and credit unions with
total assets of more than $10 billion, and their
affiliates. In addition, the CFPB has authority
under the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Dodd-Frank
Act) to supervise nonbanks, regardless of
size, in certain specific markets: mortgage
companies (originators, brokers, servicers,
and providers of loan modification or fore-
closure relief services); payday lenders; and
private education lenders.”® 135 banks and
credit unions are under the CFPB’ supervi-
sory authority as of July 2016. Results from
supervisory actions include:*

* $347 million in monetary relief to con-
sumers and

¢ 1.6 million consumers who have re-
ceived relief.

Consumer Complaint Database: The
CFPB allows consumers to file complaints
against financial products and services. So
far:

* Over 930,700 complaints have been re-
ceived as of July 2016** and

* Asof April 29,2016, 558,008 complaints
have been published.?

Educational resources and tools: The
CFPB creates tools and answers common
questions to help consumers navigate and
shop around the financial marketplace.
Results include:*

® 12 million unique visitors to “Ask
CFPB,”* where the agency provides
hundreds of answers to financial ques-
tions on its website and

* 3,400 colleges have voluntarily adopted
the Financial Aid Shopping Sheet devel-
oped by the CFPB and the U.S. Depart-

ment of Education.

Rulemakings: Writing regulations
helps make the marketplace fair. Since
completing several statutorily-required
rulemakings to clean up the mortgage
lending marketplace, the CFPB has
completed a variety of rules to help con-
sumers, including its money transmittal
(remittance) rule and a series of “larger
participant” rules granting it authority to
supervise larger debt collectors, consumer
reporting agencies (credit bureaus) and
others. In addition to its proposed high-
cost lending rule discussed further in this
report, the CFPB recently completed the
comment period on its rule limiting re-
strictions in small-print mandatory arbi-
tration clauses. A final rule regulating the
prepaid card market is expected this fall.

Special Offices: In addition to its work
on behalf of all consumers, the CFPB has
special offices for servicemembers, stu-

Consumer Complaints about Predatory Loans
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dents, older Americans, and economically
vulnerable consumers. Servicemember re-
lated stats include: ?®

* 138 visits to military installations by the
Office of Servicemember Affairs and

* More than 50,000 complaints from ser-
vicemembers, veterans, and their family
members.2®

Public Accountability: The CFPB has
been accountable to the public, including
in the following ways:

¢ 61 times senior CFPB officials have tes-
tified before Congress?” and

* 36 public town halls and field hearings
CFPB has held since 2011.%

The CFPB Helps Payday
Lending Customers

Enforcement Actions Related

to Payday Products
With its authority to sue companies that
break the law, the CFPB has taken enforce-
ment actions against at least 10 payday re-
lated companies, halting illegal activities
and securing over $114 million in relief and
refunds for consumers and over $11 million
in penalties. Four of these lawsuits are still
pending and could result in more relief.?®
These companies include Delbert Ser-
vices, Cash Call, and Ace Cash Express,
which we find are the 2", 4%, and 5" most
complained about payday companies in
the CFPB’s database, respectively.

Supervisory Actions
Aided by its authority to examine or
supervise both banks and certain non-

Predatory Loans and Predatory Loan Complaints

banking companies including payday
lenders, the CFPB has examined both
banks (e.g., their checking account data)
and payday lenders for compliance with
the Electronic Funds Transfer Act and
its Regulation E, which allows payday
lenders easy access to bank accounts and
is therefore an area of close scrutiny for
compliance. In an April 2016 report,
the CFPB found the following, which
aided its proposed rule’s limit on online
access:

“...online lenders’ repeated attempts to
debit payments from a borrower’s check-
ing account add significant costs to online
payday loans. Specifically, we found that
after the first failed payment request, 70
percent of second attempts fail to collect
money from the borrower, leading to more
fees, and that later attempts are even less
likely to succeed.”™

The Consumer Complaint
Database: A Critical Part
of the CFPB's Mission

Collecting and responding to consumer
complaints is a key part of the CFPB’
mission, one that contributes to achieving
several of the above accomplishments and
goals. In particular, consumer complaints
enable the CFPB to:

¢ Learn about new threats to consum-
ers: The complaint process enables
consumers to alert the CFPB when they
believe that they have been wronged.
The CFPB Office of Consumer Re-
sponse “hears directly from consumers
about the challenges they face in the
marketplace, brings their concerns to
the attention of companies, and assists
in addressing their complaints.”*



¢ Identify trends in issues and poten-
tial unfair practices: The CFPB can
use the complaint data in aggregate to
identify common issues or sectors where
more enforcement is needed.

¢ Hold financial services firms account-
able: Making complaint data available to
the public increases the accountability of
financial institutions. Ideally, these in-
stitutions will be less likely to engage in
unfair practices out of the fear that they
will be held accountable by the public
for any resulting increase in complaints.
The complaint data also alert the agency
about potential enforcement actions that
may need to be taken. For example, ser-
vicemember complaints analyzed by the
CFPB’s Office of Servicemember Affairs
led to a settlement in May 2015 with Na-
vient (Sallie Mae) Corp. for overcharg-
ing on student loan interest. As a result,
77,795 servicemembers are receiving $60
million in compensation.*

The database provides the agency, the
media and consumers with the informa-
tion needed to monitor trends in consum-
er complaints and companies’ responses
to those complaints. (See Figure 1.) The
database is useful to consumers seeking to
make choices in the marketplace.

How the Consumer
Complaint Process Works

When a consumer believes that he or she
has been subject to an unfair financial
practice, he or she may file a complaint
with the CFPB. Filing a complaint trig-
gers a process through which the CFPB
passes the complaint along to the relevant
financial institution, and later follows up
with the consumer to ensure the response
was adequate. The steps are as follows: *

e Filing—The consumer submits a com-
plaint form via the CFPB’s consumer
complaint website (www.consumerfi-
nance.gov/complaint) or by phone (at
855-411-2372). Telephone complaints
are accepted in many languages. Con-
sumers will receive email updates and
can also track the progress of their com-
plaints by logging in online.

® Review and routing—CFPB staff re-
view the complaint and, if appropriate,
send it to the relevant company (or, if
the issue is outside of the CFPB’s juris-
diction, to another government agency).

¢ Company response— I'he company that
is the subject of the complaint responds to
the consumer and the CFPB and propos-
es a resolution to the complaint.

¢ Complaint published—The CFPB
publishes information about the com-
plaint on its public Consumer Complaint
Database. With consumer permission,
the CFPB also publishes written expla-
nation of what happened, after taking
steps to remove personal information.

® Consumer review— The consumer
can then provide any response or feed-

back to the CFPB.

® Analysis and reporting— The CFPB
uses complaints to help with its work to
investigate companies, enforce federal
consumer financial laws, and write bet-
ter rules and regulations. It also analyzes
data for trends and reports regularly to
Congress and the public.

The CFPB’s complaints program and
the Consumer Complaint Database
have gradually expanded in scope since
the agency began collecting consumer
complaints in July 2011. Initially, the
CFPB received complaints only about
credit cards. Complaints about mort-

Consumer Complaints about Predatory Loans
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Figure 1. Screenshot of the CFPB’s Consumer Complaint Database
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gages were received next in December
2011. The CFPB has gradually added
bank accounts and services, student
loans, consumer loans, credit report-
ing, money transfers, debt collection,
pay day loans, prepaid cards, and oth-
er financial services to the complaints
program.*

Complaints submitted to the CFPB in-
clude information on a variety of topics,
including:

* The specific issue or problem the con-
sumer had with that financial service;

Predatory Loans and Predatory Loan Complaints
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* The company that provided the service;

® The date on which the complaint was
filed and state from which it was filed; and

® Several data points associated with the
complaint’s resolution (including the
steps taken to resolve the complaint and
whether the outcome was disputed by
the consumer).

As of late June 2015, at the consumer’s
request, complaints also now may include
a consumer narrative, or explanation of
the problem.



The CFPB and Payday Lending

Reining In Payday Lenders:
A Brief Summary of the
Multi-Year Campaign

are not new. Numerous historic

treatments exist describing their use
as far back as the 1800s.”* However, the
high-cost, short-term small loan indus-
try began to formalize and institutional-
ize into larger publicly traded companies
in the 1990s as it launched a well-funded
and coordinated campaign to enact safe-
harbor state laws that exempted payday
lenders from small loan usury ceilings and
other consumer protections. As long ago
as 2000, we reported that payday lenders,
which had grown to over 14,000 store-
fronts at that time, were already seeking
to use a “rent-a-bank” loophole to evade
state usury ceilings in states where they
could not gain exceptions.*

Where states (Ohio and Arizona, both
in 2008, and Montana in 2010) have
brought questions to the citizen ballot to
restrict payday lending, voters have over-
whelming supported consumer protection
over payday lending. However, in Ohio,

H igh cost predatory small dollar loans

for example, payday lenders proved adept
at creating a new loophole to continue
lending activities by disguising themselves
as mortgage lenders and credit repair or-
ganizations. As federal bank regulators
closed the rent-a-bank loophole, states
have been able to successfully enforce
their usury limits.

In their never-ending quest to exploit
loopholes, payday lenders have tried to
hide behind tribal sovereignty. State regu-
lators have many times successfully en-
forced these laws against this ruse.

With passage of the 2007 Military Lend-
ing Act by Congress, which enacted a 36%
rate cap for consumer credit to military
families but defined payday and car title
loans narrowly in implementing the reg-
ulations, payday lenders found new ways
to exploit active duty servicemembers.
Payday and car title lenders circumvented
these laws by offering longer term loans
that fell outside of the scope of the Act in
order to keep soldiers trapped in triple-
digit rate debt.’” Changes announced to
the Military Lending Act in 2015 which
go into final effect on October 3, 2016
close loopholes and greatly broaden the
scope of the MLA’s protections for an esti-

Consumer Complaints about Predatory Loans
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mated 5 million servicemembers and their
dependents.®®

Today, 90 million citizens live in 14
states and the District of Columbia that
effectively ban payday lending with strict
small loan usury ceilings. Today 36 states
allow payday loans by regulation, with
triple-digit interest rates averaging 391%
and ranging much higher in some states.
Weak protections against repeat or “roll-
over” loans in many of these states leave
consumers in a debt trap. The Center for
Responsible Lending estimates that pay-
day lenders drain over $4 billion a year
from consumers in states where this lend-
ing is allowed.*® A CFPB report found
that nationally, payday lenders make 75%
of their fees from borrowers stuck in more
than 10 loans a year.*

Through the 2000s more states also be-
gan to allow short-term high-cost loans
using car titles as collateral. A recent
CFPB report found that “one-in-five bor-
rowers who take out a single-payment
auto title loan have their car or truck
seized by their lender for failing to repay
their debt.” The report also found that
“more than two-thirds of auto title loan
business comes from borrowers who wind
up taking out seven or more consecutive
loans and are stuck in debt for most of the
year.”* According to the Pew Charitable
Trusts, approximately 2 million consum-
ers use auto title loans, which are allowed
in 25 states.*

So, while many states have aggressive-
ly sought to rein in high-cost short term
lending, the industry continues to aggres-
sively seek new markets and new business
models to loosen state laws and further ex-
pand the types of predatory loan products
they offer.”®

Predatory Loans and Predatory Loan Complaints

The Solution: The CFPB’s
Proposed Rule on High Cost
Payday and Auto Title Loans

The enactment of the Consumer Finan-
cial Protection Bureau, in the Wall Street
Reform and Consumer Protection Act of
2010, offered a chance at a national ap-
proach to the regulation of high-cost small
dollar lending. The CFPB’s first efforts
were to study the high-cost short term
loan industry, beginning with reports on
payday loans and following those with its
reports on auto title lending. The CFPB,
from its inception, also took advantage of
its Congressionally-granted authority to
supervise, or examine, payday lenders of
any size.

CFPB research and supervisory actions
confirmed the cycle of debt as core to the
payday lenders’ business model. Accord-
ing to the CFPB, payday loans cost on
average, 391% APR and the typical cus-
tomer earns $26,167 a year.* CFPB data
showed that the majority of payday loans
are in long sequences of repeat loans, and
that most loans are taken out quickly after
the other. Over 80% of all payday loans
are followed by another loan within 14
days.* This debt cycle was confirmed in
enforcement actions, such as against Ace
Cash Express, in which the CFPB uncov-
ered in a training manual how employees
were instructed to flip borrowers from
one unaffordable loan to the next.*®

In March 2015, the CFPB announced
it was considering a rule to regulate high-
cost small dollar loans.*” Under its regu-
latory requirements, that announcement
triggered a “Small Business Regulatory
Enforcement Fairness Act” (SBREFA) re-



view required before any regulation could
be proposed for comment. The CFPB
proposed to both “prevent” and “protect
against” both short and long term debt
traps.

Then, in June 2016, the CFPB issued
a proposed rule to regulate payday loans,
auto title loans and certain high-cost in-
stallment loans for public comment. As
CFPB Director Richard Cordray ex-
plained:

“Ioo many borrowers seeking a short-
term cash fix are saddled with loans
they cannot afford and sink into long-
term debt. It’s much like getting into a
taxi just to ride across town and finding
yourself stuck in a ruinously expensive
cross-country journey. By putting in place
mainstream, common-sense lending stan-
dards, our proposal would prevent lenders

from succeeding by setting up borrowers
to fail.”™*®

The key protection of the proposed rule
out for comment is an ability to pay re-
quirement.” Under the proposal, short
term and longer-term high-cost loans are
subject to different criteria for this deter-
mination. In addition, the proposed rule
severely limits the ability of lenders, espe-
cially online lenders, to repeatedly reach
directly into consumer bank accounts for
repayment.

The proposal is a good first step. How-
ever, in a recent joint statement, we joined
11 leading consumer, civil rights and faith

organizations urging that the draft rule be
strengthened and that certain loopholes
be closed.”® In particular, we called for
the CFPB to enact strong ability to pay
standards with no exemptions. The state-
ment also noted the importance of closing
a loophole that would have exempted lon-
ger-term payday and car title loans from
the rule’s proposed ability to repay test if
the loan payments are less than 5% of a
borrower’s income. The statement noted:

“The [CFPB] report analyzed millions
of payday loan transactions and found
that many loans with payments equal to
or less than frve percent of a borrower’s
income still were unaffordable - averag-
ing default rates as bigh as 40 percent. A
40 percent failure rate for products such
as cars, electronics, or others would not
be considered safe, and the same is true
here.

We also recognize that the CFPB does
not have authority to enact usury ceilings;
consequently, it is also critical that the
CFPB’s final rule must allow the stronger
state prohibitions in the 14 states and the
District of Columbia to stand. An impor-
tant provision to be included in the final
rule would be an explicit statement that a
violation of state law is an unfair, abusive,
or deceptive practice under federal law. A
new report by the Center for Responsible
Lending, for example, finds that consum-
ers in these states save over $2 billion an-
nually.**
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Consumer Complaints
about Predatory Loans

How Payday Loan Complaints Are
Categorized in the Database
ost predatory loan complaints to
M the CFPB are submitted by con-
sumers as payday loan complaints,

which are categorized in the database in
two primary ways: First, “payday loan” is
a top-level complaint product category.
Payday loan complaints are also classified
as a sub-product under the “debt collec-
tion” top-level product category.

Complaints filed in both ways include
problems with short-term payday loans,
long-term installment loans, and with debt
collectors. Therefore, we combined both
categories of payday loans in the database
for our analysis of those complaints.

Additionally, there are also “installment
loan” and “title loan” sub-product catego-
ries under the “consumer loan” product
category. While most of these complaints
are not against companies offering preda-
tory products, consumers did report some
problems with higher-cost installment
loans and auto title loans in these catego-
ries. Therefore, we have included separate

Predatory Loans and Predatory Loan Complaints

analyses of complaints against top compa-
nies in these categories that appear to of-
fer predatory products.

The CFPB’s Consumer Complaint Data-
base provides a rich source of information
about the types of payday issues that most
frequently cause problems for consumers, as
well as which companies are the most fre-
quent subject of consumer dissatisfaction.

The Consumer Financial Protection
Bureau has published more than 9,700
complaints in the “payday loan” ** catego-
ries between October 30, 2013, when
it began accepting those complaints, and
April 29, 2016.

Complaints by Issue

The CFPB collects data on complaints
about 13 categories of payday problems: 7
categories of problems under the “payday
loan” product heading and 6 categories of
payday problems in the “debt collection”
product category.



Figure 2. Breakdown of Complaints by Issue>
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The two largest types of problems were
with communication tactics and fees or in-
terest that was not expected. These two is-
sues made up about 18% of all complaints
each. Continued attempts to collect debt
not owed and taking or threatening an il-
legal action were the next biggest issues,
making up 12% of all complaints each.
(See Figure 2.)

An analysis of issues in the complaint
narratives is available on page 20.

Complaints by Company

The CFPB database enables consumers to
compare the number of complaints filed
against different predatory lenders and
debt collectors.

Out of 9,709 complaints against 641
companies, 51% were about just 15 com-
panies. Put another way, just over 2% of
the companies account for 51% of the
payday complaints. (See Table 1.)

Table 1 ranks the 15 most complained-
about companies by total number of com-
plaints in the “payday loan” categories of the

B Communication tactics

W Charged fees or interest | didn't expect
Cont'd attempts collect debt not owed
Taking/threatening an illegal action

B Improper contact or sharing of info

H Can't contact lender

B Remaining 7 issues

database. Enova International, which does
business as CashNetUSA and NetCredit,
has the most total payday complaints with
737, making up about 8% of all payday com-
plaints, followed by Delbert Services, CNG
Financial Corporation, CashCall, and ACE
Cash Express. Delbert Services and Cash-
Call, which together make up about 11% of
all payday complaints, are both owned by J.
Paul Reddam.”

Complaints against these 15 companies
represent problems with a full spectrum of
payday products and services.

These 15 companies include:

¢ Storefront and online lenders;

e Short-term payday, long-term install-
ment payday, and auto title lenders;

e Debt collectors;

® Lenders claiming to operate as tribal
lending entities; and

® Members of industry associations,
whose members are said to abide by best
practices they claim ensure responsible
lending.*¢
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Table 1. Top 15 Most Complained about Companies in the “Payday Loan” Categories

Type of Business/Products How to
(debt collection, short- apply for
Percent of term payday, long-term | loans (online
Rank | Company Complaints | Complaints | installment, or title loans) or store) Known Affiliations
1 Enova International, Inc. 737 8% Installment & payday loans | Online Member of the
(DBA CashNetUSA and Online Lenders
NetCredit) Alliance
2 Delbert Services 621 6% Debt collection NA Same owner as
CashcCall (J. Paul
Reddam)
3 CNG Financial Corporation 555 6% Installment & payday loans | Both Member of
(DBA Check 'n Go) Community Financial
Services Association
of America
4 Cashcall, Inc. 482 5% Installment loans Online Same owner as
Delbert (J. Paul
Reddam)
5 ACE Cash Express Inc. 445 5% Installment, payday, and Both Financial Service
title loans Centers of America
6 Community Choice 420 4% Installment & payday loans | Both Member of
Financial, Inc. (DBA Community Financial
Checksmart) Services Association
of America and
Financial Service
Centers of America
7 Speedy Cash Holdings (Also 330 3% Installment, payday, and Both Member of
does business as Rapid title loans Community Financial
Cash) Services Association
of America
8 Red Rock Tribal Lending 238 2% Installment loans Online Lac Vieux Desert Band
(Did business as Castle of Lake Superior
Payday but changed name Chippewa Indians
to Big Picture Loans)
9 Advance America, Cash 228 2% Installment, payday, and Both Member of
Advance Centers, Inc. title loans Community Financial
Services Association
of America
10 MNE Services, Inc. (Also 212 2% Payday loans Online Miami Tribe of
did business as Ameriloan, Oklahoma; does
United Cash Loans, US not appear to be in
Fast Cash, Advantage Cash business anymore
Services, and Star Cash
Processing®
11 National Credit Adjusters, 175 2% Debt collection NA NA
LLC
12 Check into Cash, Inc. 151 2% Installment, payday, and Both Member of
title loans Community Financial
Services Association
of America
13 Mobiloans, LLC 147 2% Payday loans Online Tunica-Biloxi Tribe of
Louisiana
14 | Ad Astra Recovery Services 125 1% Debt collection NA NA
Inc
15 BlueChip Financial (DBA 119 1% Installment loans Online Turtle Mountain Band
Spotloan) of Chippewa Indians
of North Dakota
Total 4,985 51%
16 Predatory Loans and Predatory Loan Complaints




Responses to Complaints

The CFPB tracks how companies respond
to complaints by consumers, and whether
consumers disputed the companies’ re-
sponses.

A total of 7,736 consumers—80 per-
cent of those who complained—received
an explanation from the payday or debt
collection company directly through the
CFPB complaints process.”® An addi-
tional 600 complaints were closed with
non-monetary relief.”” Monetary relief
was provided to 310 consumers. In sum,
910 consumers—9% of payday complain-
ants—received some form of relief, either
monetary or non-monetary, as a result of
a complaint to the CFPB. (See Figure 3.)

Lenders and debt collectors in the “pay-
day loan” categories vary greatly in the
degree to which they report extending re-
lief, either monetary or non-monetary, to
consumers who complain. Of the 15 com-
panies with the most overall complaints,
Check into Cash and MNE Services were
the most likely to report extending mon-
etary or non-monetary relief, providing

relief for about 49 percent and about 45
percent of complaints, respectively. (See
Table 2.)

The top five most complained about
companies offered little to no relief, ei-
ther monetary or non-monetary, through
the CFPB complaint process. The related
companies Delbert Services and CashCall
notably offered no relief.

Disputed Responses
In about 14 percent of cases, a consumer
was sufficiently dissatisfied with the pred-
atory loan or debt collection company’s
response to the complaint that he or she
disputed it via the CFPB. (See Table 3.)
Of complaints about Ad Astra Recovery
Services in the “payday loan” categories,
34 percent resulted in consumers dis-
puting the company’s response to their
complaint—the highest percentage of
disputed responses among the 15 com-
panies with the most overall complaints.
CashCall and Delbert Services, which are
affiliated companies, had the next most

percentage of disputes to responses with
27% and 22%, respectively. (See Table 4.)

Figure 3. Responses to Consumer Complaints to the CFPB in the “Payday Loan"” Categories

7,736; 80%

B Closed (without relief or explanation)
B Closed with explanation

B Closed with monetary relief

@ Closed with non-monetary relief

B |n progress

B Untimely response
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Table 2. Top 15 Most Complained About Companies in the “Payday Loan” Categories
Ranked by Percentage of Complaints Granted Relief

Rank by Closed with relief
Relief Total (monetary & non- Percent Granted
Granted | Company Complaints monetary) Relief
1 Check into Cash, Inc. 151 74 49%
2 MNE Services, Inc 212 95 45%
3 Community Choice 420 25 6%
Financial, Inc.
4 Advance America, Cash 228 11 5%
Advance Centers, Inc.
5 Ad Astra Recovery 125 6 5%
Services Inc
Speedy Cash Holdings 330 14 4%
Enova International, Inc. 737 12 2%
CNG Financial 555 9 2%
Corporation
9 BlueChip Financial 119 1 1%
10 ACE Cash Express Inc. 445 3 1%
11 Delbert Services 621 0 0%
12 CashCall, Inc. 482 0 0%
13 Red Rock Tribal Lending 238 0 0%
14 National Credit 175 0 0%
Adjusters, LLC
15 Mobiloans, LLC 147 0 0%
Table 3. Disputes by Company Response
Company Response to
Consumer Total Complaints Disputed Responses % Disputed
Closed with explanation 7,736 1,173 15%
Closed (without relief or 530 75 14%
explanation)
Closed with non-monetary 600 62 10%
relief
Closed with monetary relief 310 25 8%
In progress 16 - 0%
Untimely response 517 - 0%
Total 9,709 1,335 14%
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Table 4. Top 15 Most Complained about Companies in the “Payday Loan” Categories

Ranked by Dispute-to-Complaint Ratio

Rank by Percent
Dispute-to- Total Disputed Disputed
Complaint Ratio | Company Complaints | Responses Responses
1 Ad Astra Recovery Services Inc 125 43 34%
2 CashCall, Inc. 482 130 27%
3 Delbert Services 621 134 22%
4 Speedy Cash Holdings 330 68 21%
5 BlueChip Financial 119 20 17%
6 Community Choice Financial, 420 63 15%
Inc.
7 CNG Financial Corporation 555 77 14%
8 Advance America, Cash 228 29 13%
Advance Centers, Inc.
9 Check into Cash, Inc. 151 19 13%
10 Enova International, Inc. 737 81 11%
11 ACE Cash Express Inc. 445 45 10%
12 National Credit Adjusters, 175 14 8%
LLC
13 Red Rock Tribal Lending 238 15 6%
14 MNE Services, Inc 212 9 4%
15 Mobiloans, LLC 147 0 0%

Installment Loan and
Title Loan Complaints
by Company

Much of our report analyzes complaints
filed under the “payday loan” topline
product category and the “payday loan”
sub-product category under the “debt col-
lection” topline product category. How-
ever, there are also “installment loan” and
“title loan” sub-product categories under
the “consumer loan” topline product cat-
egory. While most of these complaints
were not against companies we know to
be offering predatory products that will be
covered by the CFPB’s proposed payday
rule, there were complaints filed against
several lenders appearing to offer higher-
cost installment loans and auto title loans,

which will be covered by the CFPB’s pro-
posed rule to end payday debt traps.®

Out of the top 30 most complained about
companies in the “installment loan” sub-
product category, 9 are companies that offer
higher-cost installment loans.®* (See Table
5.) CashCall and Delbert Services, which
are affiliated companies, had the most com-
plaints with 255 and 231, respectively. To-
gether, they make up 51% of the complaints.
Security Finance and Enova International
had the third most higher-cost installment
loan complaints with 83 each.

Out of the top 18 most complained
about companies in the “title loan” sub-
product category, 11 are companies that
appear to offer predatory auto title loans.*
Out of a total of 202 complaints among
these 11 companies, TMX Finance ac-
counts for 45% of the complaints with 91.
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Table 5. Top 9 Complained about Lenders in the “Installment Loan” Category that
Appear to Offer Higher-Cost Installment Loans®

Percent of
Rank | Company Complaints Complaints
1 CashCall, Inc. 255 27%
2 Delbert Services 231 24%
3 Security Finance 83 9%
4 Enova International, Inc. (DBA CashNet USA 83 9%
and NetCredit)
5 World Acceptance Corporation 72 8%
6 Tower Loan 70 7%
7 Risecredit, LLC 69 7%
8 Bliksum, LLC (DBA LoanMe) 42 4%
9 CNG Financial Corporation (DBA Check 'n Go) 38 4%
Total Complaints 943

Payday Narratives
in the Database

Each of U.S. PIRG Education Fund’s six
previous reports analyzing complaints in
the CFPB’s public database has made rec-
ommendations to make a good tool bet-
ter. We are pleased that in March 2015 the
CFPB finalized a change to the database
based on one of our priority recommen-
dations. The CFPB has added an optional
“narratives” field to the database, which
makes analysis of the data more robust
by allowing consumers to share written
explanations of their complaints.®* For
consumers who consent, the CFPB makes
these narratives public after taking steps to
remove personal information. More than
10,000 PIRG members urged this change
during a CFPB comment period. On June
25, 2015, the first “batch” of 7,700 nar-
ratives went “live” with narratives dating
back to March 19, 2015.%°

Out of the 3,695 complaints in the
“payday loan” categories that have been
published since March 19, 2015, there are
1,663 or 45% that include publicly pub-
lished narratives.*

Predatory Loans and Predatory Loan Complaints

We reviewed payday narratives for the
problems that we and other consumer ad-
vocates consider to be most illustrative of
the harms of predatory lending.®” Most of
the problems on our list are similar to or
overlap in some way with the issues con-
sumers can select when filing complaints,
but several are different. Those include
overdraft fees charged because collection
attempts caused a negative balance; invol-
untary bank account closure when repeat-
ed debt collection efforts caused a bor-
rower’s bank account to become severely
overdrawn; possible ID theft; and payday
lending in states where it’s not authorized.

Particularly telling from analyzing the
narratives is that many complaints involve
multiple problems with payday lending,
illustrating the multifaceted nature of
payday lending problems. However, in the
CFPB database consumers have the op-
tion of selecting only one type of problem
when filing a complaint.

Also of note is that 91% of all narratives
showed signs that loans were unaffordable to
begin with, including abusive debt collection
practices, bank account closures, long-term
cycles of debt, and overdrafted accounts be-
cause of collection attempts. (See Table 6.)



The following narrative complaint
against CashCall from a consumer in Cal-
ifornia, a state that allows payday lending,
shows multiple signs of unaffordability, in-
cluding problems with both the debt trap
and debt collection. The CFPB redacts
information that could potentially be used
to identify customers and replaces it with
“XXXX.” Other than the redactions, this
narrative is presented as it was originally
submitted by the customer.

I took a XXXX loan from Cash Call.
In taking the loan I was never disclosed
the accurate interest rate. I was thrown a
bunch of percentages that at the moment
did n’t seem to make sense. When I asked
them to clarify, be told me that  interest
was higher than most loans but was n’t
too bad. © That what I would want to do
would be to “ pay the loan off as soon as
possible ©. I thought to myself well DUH!
and how bad could the interest be. I asked
if they would send paper work after the
loan funded so I had an accurate descrip-
tion of the interest. They said yes and hap-
pily took my banking information. I never
recetved paperwork and I have come to
find that I am paying roughly XXXX per
month as my payment and {$0.00} cents
of that are going to principle. This cant fit
in a box called fair lending. This is finan-
cial prison! They wont work with their
customers and the barassment is relent-
less. I took off the ability for them to have
ACH access to my back account and the
calls have been non stop. The calls start
XXXX days before the due date. On the
due date last month and I logged XXXX
calls to my home and cell in a XXXX hour
period and into the evening. By far the
worst experience 1 have ever had. The
company seerms to take pride in how they
take advantage of their customers. They
use no moral compass in how they navi-
gate business. Whatever law they are op-
erating under should be very closely looked
at by the proper authorities.

A narrative from a consumer in Colo-
rado, a state where payday lending is au-
thorized, against Check into Cash reveals
how the borrower has experienced abusive
collection tactics: ®

I have a payment plan set up with these
people. and thely] [clall me still every
single day and threaten me and are very
rude in the way that they speak to me. 1
know that 1 fell [bebind] on the loan but
I am doing the right thing to try and re-
solve it. I asked for a supervisor and she
was just [as] unbelp and rude [as] the col-
lector. I got XXXX and lost my job I am
now on XXXX and trying my hardest to
do the right thing. They told me the only
way that I can pay them is over the phone
and with a checking account or debit
card and not other form of payment will.
work.. and I set up a plan yet I get a call
every day 2-3 times a day and I am over
them calling me all the time.. I want the
calls to stop and I want them to send me
a bill. I would rather speak to my worst
enenty then to these people who are so rude
and disvespectful in the way the handle
there calls. I worked in the collection field
for over 15 years before I got sick and it
sadden me to see how collector today are
making the collection world out to be. 1
would never let a collector who was under
me speak to a consumer they way that 1
was spoken to today.
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Table 6. Different Problems Indicated by Narratives in the “Payday Loan” Categories of the Database®

collection attempts

of collection attempts

# of % of
Narratives Narratives
that Include | that Include
Problem Description this Problem | this Problem
Attempt to collect debt not Includes debits improperly taken by lender that 423 26%
owed borrower is trying to get back.
No documentation Company doesn't have documentation to prove 242 15%
debt or won't share that documentation.
Not authorized Payday lending not allowed in state, lender is 103 6%
breaking state lending laws, or lender illegally
made a loan to a member of the military.
Payment collection method Payment collection method abuse 81 5%
abuse
Possible ID theft Explicit or presumed ID theft 90 5%
Received loan not applied for Received loan not applied for 20 1%
Signs of Unaffordability Problems indicating the loan was not affordable 1,511 91%
Subcategory of Problem
Abusive collection practices | Abusive debt collection practices 1,234 74%
Bank account closure Involuntary bank account closure 11 1%
Long-term cycle of debt Includes people who didn't understand fees and 209 13%
charges, and people who are otherwise stuck in
debt
Overdrafted because of Individual’s bank account is overdrawn because 57 3%
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Conclusions, Commendations
and Recommendations

Conclusions

he CFPB’s Consumer Complaint Da-
Ttabase provides a rich source of infor-

mation about the issues facing con-
sumers in the financial marketplace. An
analysis of the database reveals problems
with a full spectrum of predatory products
and services, including debt collection,
short-term payday, long-term installment,
and title loans. An additional analysis of
narratives in the database indicate that
91% of payday related complaints with
narratives showed signs that loans were
unaffordable to begin with. Results of
this analysis highlight the importance of
strengthening the CFPB’s proposed pay-
day rule to stop the debt trap.

Commendations and

Recommendations

We commend the CFPB for propos-
ing a rule in June to rein in predatory
lending.”

The proposed rule takes an historic step
by requiring, for the first time, that payday
and auto title lenders determine whether

customers can afford to repay loans with
enough money left over to cover normal
expenses.

However, as currently proposed, lend-
ers will be exempt from this requirement
for up to six loans a year per customer. To
truly protect consumers from the debt
trap, it will be important for the CFPB
to close exceptions and loopholes like this
one in what is otherwise a well-thought-
out proposal. The CFPB proposed rule
could go further to enhance enforcement
tools such as deeming that a loan in viola-
tion of state law is an unfair, deceptive, or
abusive practice.

We also commend the CFPB for its
recently announced proposed arbitra-
tion rule.

In May 2016, under explicit Congressio-
nal authority, the CFPB proposed a rule
which, if approved, “would ban consumer
financial companies from using mandato-
ry pre-dispute arbitration clauses to deny
their customers the right to band together
to seek justice and meaningful relief from
wrongdoing.” In his comments, Director
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Richard Cordray noted that, in response
to the antagonism of the Supreme Court
to consumer legal rights, Congress itself
has led the way to reinstating protections:

First in the Military Lending Act,
passed in 2007, Congress barred arbi-
tration clauses in connection with certain
loans made to servicemembers. In 2010,
in the Dodd-Frank Wall Street Reform
and Consumer Protection Act, Congress
went further by barring arbitration
clauses in mortgages, which make up the
largest consumer finance market. In so
doing, Congress expanded on a ban that
Fannie Mae and Freddie Mac had im-
posed several years earlier on mortgage
contracts they purchased.”

The Consumer Complaint Database is
an essential tool in the effort to protect
consumers from deceptive and abusive
practices in the financial marketplace.
The CFPB has acted on recommenda-
tions we have made in previous reports to
improve the quality of the Consumer Com-
plaint Database and the effectiveness of the
bureau. We commend the CFPB for:

® Adding complaint narratives to the
database. In March 2015, the CFPB
started allowing consumers to opt into
publicly sharing the details of their com-
plaints in the database. The first 7,700
narratives were published on June 25,
2015.” No personally identifiable infor-
mation, including demographic details,
is being shared publicly.”? Narratives
add richness to consumer complaints,
provide more detail for textual analysis
by researchers and allow other consum-
ers to spot patterns that may relate to
their own experiences.

¢ Adding new complaint categories. In
March 2016, the CFPB began accepting
complaints about online marketplace
lending.”* Generally, the CFPB’s com-

Predatory Loans and Predatory Loan Complaints

plaint database now accepts complaints
about any financial product.

* Adding tags to identify complaints
submitted by older Americans and
servicemembers, groups that are fre-
quently the target of questionable finan-
cial practices.

Publishing monthly complaint re-
ports. In July 2015, the CFPB began
publishing an important monthly com-
plaint snapshot that names the compa-
nies with the overall most complaints.
Each report also drills down into one
complaint category and describes com-
plaints from one geographic area, pro-
viding additional data and insights not
in the database.”

* Announcing a detailed effort to further
assist mortgage complainants who
may be at heightened risk of foreclo-
sure. The importance of this complaint-
handling improvement was noted in a re-

cent “Supervisory Highlight.””¢

¢ Allowing consumers to submit and
publish responses after their com-
plaint is closed. The CFPB recently
announced this change (which will
take effect after it reviews informa-
tional comments) “to give consumers
the option to provide feedback on the
company’s response to and handling of
their complaints. The consumer would
have the ability to rate the company’s
handling of his or her complaint on a
one-to-five scale and provide a narrative
description in support of the rating.””’

Additional actions the CFPB should
take to improve the quality of the Con-
sumer Complaint Database include:

* Make it easier for consumers to know
which categories to select when filing a
payday complaint.



o The “payday loan” top-level product
category does not have any options
for consumers to select payday prob-
lems with debt collection. It would
be helpful to either add debt collec-
tion options to this category or pro-
vide instructions to consumers that
such complaints can be filed under
the “payday loan” sub-product cat-
egory of the “debt collection” top-
level product category.

o

Many of the options on the list of
payday “issues” under the “debt
collection product category are too
similar to each other. For example,
“communication tactics”, “taking/
threatening an illegal action”, “im-
proper contact or sharing of info”,
and “false statements or represen-
tation” are issues that overlap with
each other. It would be helpful to
provide fewer redundant options and
more guidance on what the options
mean.

o

Analysis of the narratives indicate
that many complaints involved mul-
tiple issues. However, consumers are
only able to select one issue when
filing complaints. Perhaps guidance
on what the issue categories mean
would help consumers select the is-
sue most central and/or relevant to
their complaint.

* Add more detailed information to the
database, such as complaint resolution
details. Expansion of complaint-level
details should also include more in-
formation about amounts and types of
monetary and non-monetary relief. It is
critical that the CFPB achieve the dis-
closure of more individual complaint
details while simultaneously making
every reasonable effort to protect per-
sonal data.

* Add a field listing company subsidiaries,

which are often the firms with which
consumers actually interact. For exam-
ple, Enova International, the company
with the greatest number of payday
complaints in the CFPB database, does
business under the names of CashNe-
tUSA and NetCredit. Adding subsidiary
company information will enable con-
sumers to better apply the information
in the CFPB database to their own ex-
periences, and to the choices they make
in the marketplace.

Strengthen the new database narrative
fields by finding ways to provide public
access to racial, ethnic, age and gender
data that can reveal discrimination in
the financial marketplace. While robust
protection of personal information is
a must, the lack of more demographic
data from narratives limits the ability to
detect possible patterns of discrimina-
tion.

Simplify the current “view” interfaces
that allow users to summarize com-
plaint database reports in graphical and
printable formats when using the data-
base in its online format. For example,
the CFPB could create automatic pre-
selected radio buttons for the most
common queries to make it more user-
friendly for the average consumer (re-
searchers, typically, already download
the entire database into their own com-
puters for further analysis).

Publicize even more information about
the CFPB complaints process in forums
that are likely to be seen by consumers.
The agency should develop more out-
reach mechanisms for consumer educa-
tion about the database and its services
for consumers, including through the
creation of educational materials to be
distributed on- and off-line, through
holding more educational events out-
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side Washington, D.C., and through
partnering with non-profit organiza-
tions.

Develop free applications (apps) for
consumers to download to smartphones,
allowing them to complain about a firm
and receive information about how to
review complaints in the database.

Develop more Application Program-
ming Interfaces (APIs) that allow
partner organizations and agencies to
embed software on their own sites, al-
lowing their members to file complaints
directly from their own sites, thereby
encouraging more organizations and
agencies to participate in complaint col-
lection.”™

Predatory Loans and Predatory Loan Complaints

To improve the effectiveness of the

CFPB, the agency should:

* Finalize its regulation of the prepaid

card market, restrict unfair overdraft
practices and high-cost, direct-deposit
advance bank loans and regulate the
credit reporting and debt collection
“dead-end” markets more effectively.

Continue to use the information gath-
ered from the Consumer Complaint
Database, from supervisory and exami-
nation findings and from other sources
to require a high, uniform level of con-
sumer protection and to ensure that
responsible industry players can bet-
ter compete with those who are using
harmful practices.



Methodology

The Consumer Complaint Database
he Consumer Financial Protection
TBureau (CFPB) maintains a database
of complaints submitted by customers
about banks and other financial institutions.
The database is available for download on-
line at www.consumerfinance.gov/com-
plaintdatabase. Our analysis of the preda-
tory loan sector focuses on the distribution
of complaints by company and by “issue.”

How Payday Loan Complaints Are

Categorized in the Database

Most predatory loan complaints to the
CFPB are submitted by consumers as
payday loan complaints, which are cat-
egorized in the database in two primary
ways: First, “payday loan” is a top-level
complaint product category. Payday loan
complaints are also classified as a sub-
product under the “debt collection” top-
level product category. Complaints filed
in both ways include problems with short-
term payday loans, long-term installment
loans, and with debt collectors. There-
fore, we combined both categories of pay-
day loans in the database for our analysis
of those complaints.

The CFPB began collecting complaints
in the “payday loan” sub-product category
on October 30, 2013. It started the “pay-
day loan” top level product category on
November 6, 2013. Our report looks at
complaints in both “payday loan” catego-
ries from October 30, 2013 through April
29, 2016.

Additionally, there are also “installment
loan” and “title loan” sub-product catego-
ries under the “consumer loan” product
category. While most of these complaints
are not against companies offering preda-
tory products, consumers did report some
problems with higher-cost installment
loans and auto title loans in these catego-
ries. Therefore, we have included separate
analyses of complaints against top compa-
nies in these categories that appear to of-
fer predatory products.

The CFPB started collecting com-
plaints in the “installment loan” category
on March 5, 2013 and in the “title loan”
category on July 21, 2014. We reviewed
data from these dates through April 29,
2016.

We looked at the 30 most complained
about companies in the “installment loan”
category and identified 9 companies that
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appear to offer higher-cost long-term in-
stallment loans. We included companies
that we could determine offer installment
loans with more than 36% APR.

We only looked at the 18 most com-
plained about companies in the “title loan”
category because the companies after that
only had 1 or 2 complaints each. Of the
18 companies, we identified 11 companies
that appear to offer predatory auto title
loans. We included companies with more
than 36% APR that offer auto title loans.

Analyzing Narratives

Many narratives indicate consumer expe-
riences with multiple problems. There-
fore, we counted each narrative towards
each of the problems that were indicated
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in it. Put another way, many narratives
are counted twice in the table about
problems in the narratives. The list of
problems we used to analyze the narra-
tives came from the Consumer Federa-
tion of America which has been research-
ing common payday problems — these
problems include some issues that are
categorized in the CFPB’s database and
some that are not. The narrative analysis
includes all complaints for which there
are published narratives in the “payday
loan” product category and the “payday
loan” sub-product within “debt collec-
tion.” We reviewed narratives in these
categories from March 19, 2015, the day
narratives were first published in the da-
tabase, through April 29, 2016.



Appendix A

Table A-1. Top 40 Most Complained About Companies to the CFPB about Payday Lending

Percent Percent
of Overall of Overall
Rank | Company Complaints | Complaints Rank | Company Complaints | Complaints
1 Enova 737 8% 22 Risecredit, LLC 79 1%
International, Inc. 23 High Point Asset 76 1%
Delbert Services 621 6% Inc
CNG Financial 555 6% 24 Concord 73 1%
Corporation Resolution Inc
4 | cashcall, Inc. 482 5% (Closed)
5 | ACE Cash Express 445 5% 25 | ARMWNY LLC A 1%
Inc. 26 Delray Capital, LLC 65 1%
6 Community Choice 420 4% 27 Global Recovery 60 1%
Financial, Inc. Group
7 Speedy Cash 330 3% 28 Security Finance 59 1%
Holdings 29 Oracle Financial 58 1%
8 Red Rock Tribal 238 2% Group LLC.
Lending 30 Dynamic Recovery 58 1%
9 Advance America, 228 2% Solutions, LLC
Cash Advance 31 Cash America 53 1%
Centers, Inc. International, Inc.
10 MNE SeerceS, Inc 212 2% 32 LDF H0|dlngs, LLC 53 1%
11 Na'FlonaI Credit 175 2% 33 Synchrony 50 1%
Adjusters, LLC Financial
12 Check into Cash, 151 2% 34 World Acceptance 49 1%
Inc. Corporation
13 Moblloans, LLC 147 2% 35 AALM Consult|ng 47 0%
14 Ad Astra Recovery 125 1% Services LTD
Services Inc (International
15 | BlueChip Financial 119 1% company)
16 Cottonwood 114 1% 36 Turning Point 47 0%
Financial Ltd. Solutions LLC
17 Enhanced 113 1% 37 DFC Global Corp 42 0%
Acquisitions, LLC 38 Integrated 42 0%
18 GVA Holdings, LLC 97 1% Recovery Services
19 Solidus Group LLC. 95 1% 39 National Principal 42 0%
Group, LLC
20 EZCORP, Inc. 93 1%
- 40 Zarvad Il S.A. 40 0%
21 Premier Recovery 84 1%
Group Total 6,645 68%
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Appendix B: Searchable Public
Databases of Complaints to
Government Agencies

tabase is the newest of a set of federal

government complaint databases that
help consumers make better economic
and safety choices by reviewing others’
experiences and searching for problems
or product recalls. This transparency also
helps firms improve their products and
services. Here is information on how to
contact the CFPB and some of the other
public databases maintained by govern-
ment agencies. U.S. PIRG Education
Fund visited each of the other databases,
and a quick overview of their contents and
ease of use is below. A more detailed re-
view can be found at www.uspirgedfund.
org/issues/usf/consumer-tips.

CFPB’s Searchable Financial Ser-
vices Complaint Database: The CFPB
Consumer Complaint Database discloses
data associated with financial institutions
and their practices to help provide con-
sumers with recent and comprehensive
information to make responsible decisions

The CFPB’s searchable complaint da-
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concerning their finances and to enhance
the market’s ability to operate efficiently
and transparently. The CFPB provides
public access to an electronic database that
contains individual fields for each unique
complaint. In short, this allows consum-
er complaints to be easily accessible in a
data-rich format. The CFPB’ goal is to
improve the transparency and efficiency
of the monetary market and further em-
power the American consumer.

The database can be viewed at: www.
consumerfinance.gov/complaintdatabase.

Consumers may submit complaints to
the CFPB at www.consumerfinance.gov/
complaint.

Consumer complaints can also be made
by phone (855-411-2372), fax (855-237-
2392), postal mail (P.O. Box 4503, Iowa
City, Iowa 52244), and e-mail (info@con-
sumerfinance.gov).

Safercar.gov: The National Highway
Traffic Safety Administration (NHTSA),
according to its website, was established



in 1970 to direct highway safety and con-
sumer programs. Safercar.gov, established
online in 1994, allows consumers to iden-
tify and report problems or file a com-
plaint about their vehicle, tires, equip-
ment or car seats by phone, by filling out
a PDF for email, or through an electronic
form on the agency’s website. All informa-
tion to file a complaint or search the data-
base can be found on the website’s home
page, www.safercar.gov. Logging onto the
website, consumers can quickly and easily
navigate to see other complaints (www-
odi.nhtsa.dot.gov/owners/SearchSafetyls-
sues) as well as find the link to file their
own complaint and access investigations,
complaints or recall reports). The data-
base can also be exported (downloaded)
for further analysis at www-odi.nhtsa.dot.
gov/downloads/.

U.S. PIRG Education Fund’s Over-
all Review for Safercar.gov: This user
website is generally easy to navigate and
accessible for the average consumer. The
homepage clearly gives the consumer spe-
cific tabs on the homepage labeled “vehi-
cle shoppers,” “vehicle owners,” “vehicle
manufacturers” and “parents central” for
general navigation. Also included on the
homepage are direct links (on the bottom
half of the page) to file a complaint, search
for recalls and previous complaints, and
get help with a car seat. The actual process
of filing a complaint is straightforward
and is broken down in such a way that is
not time consuming.

Saferproducts.gov: The United States
Consumer Product Safety Commission
(CPSC), created in 1972 through the
Consumer Product Safety Act, is an inde-
pendent agency of the United States gov-
ernment. It has authority to investigate
and recall 15,000 different types of con-
sumer products ranging from toasters and
dishwashers to bicycles, clothing, cribs
and children’s toys. In 2008 the Consum-
er Product Safety Improvement Act was
passed; the new law established authority

for a searchable public consumer products
database that went live in 2011.

The main page for the website is: www.
saferproducts.gov. Complaints may be
filed at www.saferproducts.gov/CPSRM-
SPublic/Incidents/ReportIncident.aspx.
At the main page, (www.saferproducts.
gov/Search/default.aspx) consumers and
researchers can view incident reports or
recalls or both, by product category, or
they can export the database for additional
analysis.

U.S. PIRG Education Fund’s Overall
Review for Saferproducts.gov: When
searching recalls on saferproducts.gov,
consumers are easily able to search direct-
ly for what they’re looking for. The web-
site is broken down into easily identifiable
sections; whether the consumer is seeking
to file a report or review reports and re-
calls, the site offers links to each popular
section on the homepage. The actual da-
tabase of consumer reports and recalls is
somewhat difficult to download, under-
stand and read. However, there is also an
easy-to-use online search engine, which
includes photos and icons for complaint
categories, and specific tabs and links to
navigate to the pages of the site they wish
to view.

Air Travel Consumer Report: The
United States Department of Transpor-
tation (DOT), established by act of Con-
gress in 1966, supervises vital means of
transportation throughout the United
States, including travel by air. The Air
Travel Consumer Report is a monthly
product of the Department of Transpor-
tation’s Office of Aviation Enforcement
and Proceedings (OAEP). The report is
designed to assist consumers with infor-
mation on the quality of services provided
by airlines.

The home page for the U.S. DOT is
www.dot.gov. The link for filing com-
plaints is www.dot.gov/airconsumer/
file-consumer-complaint. The link for
reviewing monthly reports is www.dot.
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gov/airconsumer/air-travel-consumer-
reports. U.S. DOT maintains a direc-
tory of air travel tips for consumers
available here: www.dot.gov/airconsum-
er/air-travel-tips. Complaints can also
be summited by phone (202-366-2220;
TTY 202-366-0511) and postal mail
(Aviation Consumer Protection Divi-
sion C-75, U.S. Department of Trans-
portation, 1200 New Jersey Ave S.E.,
Washington, D.C. 20590).

U.S. PIRG Education Fund’s Over-
all Review for U.S. DOT’s Air Travel
Consumer Report: Air travel complaint
reports are issued monthly. Unlike the
other databases, which can be searched
and downloaded, the DOT air travel data-
base is summarized into monthly reports
in PDF format. It includes information on
air travel problems including late arriv-
als and lost luggage disputes. U.S. PIRG
Education Fund has on several occasions
urged U.S. DOT to make these data more
user-friendly to consumers and research-
ers. U.S. DOT does maintain other pages
of downloadable information, but not for
air travel complaints.
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MyEdDebt.ed.gov: The U.S. Depart-
ment of Education, at the urging of the
National Consumer Law Center, has re-
cently improved the borrower complaint
process by allowing access to a centralized
complaint system. This has been a crucial
step forward for defaulted borrowers who
previously could not find the complaints
section when visiting the federal student
aid website, and were not given specific
guidance with the most common con-
cerns. Note: Depending on the browser
you use, accessing this site may require
you to allow a security exception, since the
site’s certificate appears out-of-date.

U.S. PIRG Education Fund’s Rec-
ommendations: Using the CFPB’s com-
plaints database as a model, we recom-
mend that the Department of Education
also create a searchable database to track
all federal borrower complaints, outside of
those for which the borrower is in default.
Additionally, the department should make
aggregated complaint data public. Track-
ing the data will help borrowers and advo-
cates, and will also help the agency drive
oversight and compliance actions.
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