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IQdiaQa CRPPXQiW\, FaiWh, aQd MiOiWaU\ GURXSV CaOO fRU RaWe CaS RQ
Pa\da\ LRaQV

Pa\da\ LeQdeUV OSSRVe CallV WR EQd TUiSle DigiW IQWeUeVW RaWeV

Indianapolis, IN ± On Wednesda\, JanXar\ 23, Hoosiers from all across the state,
inclXding representatiYes from militar\ associations, faith groXps, commXnit\
assistance organi]ations, and adYocates for hoXsing, ciYil rights, and sXrYiYors of
domestic Yiolence presented compelling pleas to Indiana senators aboXt the harms of
pa\da\ loans in their commXnities.  Each called on the senators to sXpport SB 104,
Zhich ZoXld cap the APR on small loans in Indiana at 36%. These loans are cXrrentl\
capped at 391% APR.

DXring three hoXrs of testimon\ before the Senate InsXrance and Financial
InstitXtions Committee, onl\ lobb\ists for oXt-of-state pa\da\ and installment lenders
Yoiced opposition to the bill.

³We belieYe that YXlnerable families in Indiana shoXld be protected from interest and
fees that most people ZoXld find intolerable,´ said Glenn Tebbe, of the Indiana
Catholic Conference. ³Lending practices that ± intentionall\ or Xnintentionall\ ± take
Xnfair adYantage of one¶s desperate circXmstance are XnjXst and do Yiolate moral
principle. The state¶s pXrpose and the state¶s dXt\ is to protect and facilitate the
common good.´

To obtain a pa\da\ loan, a borroZer needs a soXrce of income ± sXch as a pa\check,
social secXrit\, or disabilit\ benefits ± and a bank accoXnt. BecaXse the lender knoZs
the date the cXstomer Zill be paid and has access to their bank accoXnt, the\ can cXt
the line on a borroZer¶s other e[penses.

³It¶s Yer\ clear that there¶s a perYerse incentiYe in this model,´ said Erin Mace\ of the
Indiana InstitXte for Working Families. ³BorroZers Zho Zill not haYe enoXgh left oYer
to meet their basic needs make better targets than those Zho do.´

Si[teen states and D.C. haYe moYed to stop predator\ pa\da\ lending Zithin their
borders b\ enforcing a cap aroXnd 36%. This disrXpts the debt trap bXsiness model of
pa\da\ lending and ensXres families are not draZn into high-interest traps.

³In 2006, Congress passed a laZ limiting the interest rates for actiYe dXt\ (militar\)
and their families at 36%. So it¶s no accident that this bill that Senator Walker has is
capped at 36%. If it¶s good enoXgh for oXr actiYe arm\ ± the people that protect \oX
and keep \oX from harm¶s Za\ da\ in and da\ oXt ± it shoXld be good enoXgh to
protect citi]ens,´ asserted retired Brigadier General Jim BaXerle of the Militar\ /
Veterans Coalition of Indiana.

Pa\da\ loans lead to delinqXenc\ on other bills, delinqXenc\ on child sXpport
pa\ments, considerable oYerdraft fees, inYolXntar\ bank accoXnt closXres, and



increased likelihood of bankrXptc\ and foreclosXre. Close to 50% of borroZers Zill
eYentXall\ defaXlt, and Xpon defaXlt, Zill e[perience aggressiYe collection tactics and
damaged credit that increase barriers to jobs, hoXsing, insXrance or other affordable
prodXcts in the fXtXre. Ultimatel\, man\ borroZers tXrn to soXrces of sXpport the\
coXld haYe Xsed prior to digging a deeper hole Zith high-cost pa\da\ loan debt.

³OXr generoXs ministr\ has distribXted oYer $200,000 per \ear in direct assistance
eYer\ \ear for the last decade,´ said Marcie LXhigo, local oXtreach director at The
Creek ChXrch. ³Bill and Mist\ Zere behind in their mortgage, medical bills, and the\
had seYen oXtstanding pa\da\ loans totaling $3014. OXr chXrch assisted them. We
see a lot of Bills and Mist\s.´

These loans also lead to a net decrease in economic actiYit\ as lenders drain $60
million in fees each \ear from loZ-income neighborhoods. CommXnities of color
t\picall\ haYe a disproportionate nXmber of shops in their neighborhoods.

³The Indianapolis Urban LeagXe sXpports SB 104. Indiana mXst do all that it can to
ensXre that its most YXlnerable citi]ens, inclXding oXr Yeterans, are protected from
financial acts of emascXlation,´ said Mark RXssell of the Indianapolis Urban LeagXe.

The hearing conclXded Zith closing argXments from the bill¶s aXthor, Senator Greg
Walker (R-ColXmbXs). ³It ZoXld be shocking to me to haYe this YolXme of testimon\
and talk aboXt the negatiYe impact on Hoosiers if this is merel\ a conte[tXal problem
or the fact that Ze can¶t compare apples and oranges Zhen Ze talk aboXt APR. Those
are the mechanics of Zhat Ze¶re dealing Zith, bXt the\¶re not the root of Zhat Ze¶re
dealing Zith that has broXght together this coalition of sXpport for looking at this
solXtion."

SB 104 Zas held for fXrther consideration.

VieZ archiYed Yideo of the hearing
here: http://iga.in.goY/information/archiYes/2019/Yideo/committee_insXrance_4000/ 

VieZ the coalition's sign-on letter in sXpport of
36%: http://incap.org/docXments/Pa\da\_letter_2019.pdf 


