Texans Deserve Sound and Responsible Payday Lending Policies
Texas is at a critical juncture with payday lending.  With lenders evading state law by making their own rules, Texans need a system of accountability that compels all payday lenders to participate.  Without real reform, hard-working Texans remain vulnerable to lending abuses in the marketplace.     
Texans pay an effective interest rate of between 400 and 1,000 percent for payday loans.   As a result, hundreds of millions of dollars are drained from moderate-income Texas families every year.  This practice stunts economic growth and limits financial success in our communities.  
Responsible payday lending policies should foster a competitive marketplace and promote economic development for communities across Texas.  Payday lending policies must be based on five key principles:  
	· Accountability
· Third-party Data Collection
· Sound Underwriting Standards
	· Effective Disclosure
· Pathways Towards Financial Stability for Families and Communities


Ten Core Standards for a Sound and Responsible Payday Lending Policy
1. Require that payday lenders be accountable to the Legislature and the Office of Consumer Credit Commissioner regarding usury, licensure, and third-party data reporting obligations.
2. Prohibit payday lenders from operating as credit service organizations or another scheme that sidesteps provisions in the Texas Finance Code designed to regulate payday lending.

3. Establish sound underwriting criteria built on the customer’s ability to repay the loan on time.  Extension of credit should not be based primarily on reported income or a regular paycheck.
4. Redesign the basic structure of payday loans so that customers can pay them back in the original loan period without needing an additional loan or “rollover”.  
5. Limit the total amount of outstanding payday loan balances, in addition to other short-term or revolving debt, to 25 percent of the borrower’s monthly income.

6. Require a principal repayment plan that is easily accessible to consumers who cannot repay their loan in the established loan term. 
7. Provide customers in default a grace period within which to cure their debt or pursue repayment options.

8. Inform borrowers of the costs of the payday loan, including itemized interest, fees, and potential non-sufficient funds (NSF) fee charges.
9. Link savings products to full repayment of payday loans.  

10. Encourage regulated financial institutions to offer alternatives to payday loans.
These standards are supported by the Center for Public Policy Priorities, Hispanic Alliance for Progress, Texas Appleseed, Texas Asset Building Coalition,………


