[bookmark: _9m803l8cof7b][bookmark: _GoBack]The Fight Against Payday and Title Loans in Montgomery 

Since Alabama is only one of a few states that have loose laws on payday and title lending, citizens in the state are constantly barraged to take out these high-cost loans. But thanks to dedicated lawmakers, the people in Montgomery might soon have a good chance at fighting back against these predatory lenders. 

However, they can’t do it alone. Constituent support is key, especially since payday and title lenders give thousands of dollars every year to lobby for less regulation. The more that citizens can voice their opinions, the more likely it is they’ll see real change.

[bookmark: _kp0873wafqhm]Introducing Montgomery

Montgomery, Alabama is famous for its mark in the Civil Rights movement. Montgomery was where Rosa Parks began her famous crusade against the segregated bus system that sparked the Montgomery Bus Boycott. Dr. Martin Luther King Jr. was a preacher in Montgomery during that time, which became the center of the march against racial inequality.

The capital of Alabama, Montgomery is also known for its economic struggles. The city has a population of 205,764[footnoteRef:1] with a poverty rate of 24.1%[footnoteRef:2] - almost 10% higher than the national poverty rate[footnoteRef:3]. While the unemployment in Montgomery is fairly low (3.4%[footnoteRef:4]), the job growth rate is -0.62%[footnoteRef:5]. A negative job growth rate means fewer jobs for qualified Montgomery residents, which could lead to a dependence on payday and title loans. [1:  Montgomery, Alabama https://en.wikipedia.org/wiki/Montgomery,_Alabama  ]  [2:  Census Bureau https://www.census.gov/quickfacts/fact/table/montgomerycityalabama/AGE295216   ]  [3:  https://poverty.ucdavis.edu/faq/what-current-poverty-rate-united-states ]  [4:  Bureau of Labor Statistics https://www.bls.gov/eag/eag.al_montgomery_msa.htm ]  [5:  Sperling’s Best Places http://www.bestplaces.net/economy/city/alabama/montgomery  ] 


The total city debt is $456,923,878[footnoteRef:6] and the debt per capita is $2220.62[footnoteRef:7]. The living wage in Montgomery is $10.67 for 1 adult, $22.07 for 1 adult and 1 child, $27.86 for 1 adult and 2 children[footnoteRef:8], but the minimum wage is only $7.25[footnoteRef:9]. Any time there’s a difference between the living wage and the actual wage, issues of crime, poverty and financial security are going to run rampant.  [6:  City of Montgomery, Alabama Comprehensive Annual Financial Report for the Fiscal Year Ended September 30, 2016 http://www.montgomeryal.gov/home/showdocument?id=8706 ]  [7:  City of Montgomery, Alabama Comprehensive Annual Financial Report for the Fiscal Year Ended September 30, 2016 http://www.montgomeryal.gov/home/showdocument?id=8706 ]  [8:  Living Wage Calculator http://livingwage.mit.edu/metros/33860 ]  [9:  Living Wage Calculator http://livingwage.mit.edu/metros/33860     ] 


The median household income in Montgomery is $43,535[footnoteRef:10] and the cost of living is $22,188 for 1 adult, $45,896 for 1 adult and 1 child and $57,950 for 1 adult and 2 children[footnoteRef:11]. One study said that 28% of all children in Alabama live in poverty. Approximately 36.90% people rent[footnoteRef:12] in Montgomery.  [10:  http://www.bestplaces.net/economy/city/alabama/montgomery ]  [11:  Living Wage Calculator http://livingwage.mit.edu/metros/33860]  [12:  http://www.deptofnumbers.com/rent/alabama/montgomery/ ] 


Montgomery residents turn to payday and title loans because there likely aren’t enough jobs with decent salaries. When jobs are scarce and pay too little, people turn to short-term solutions like payday and title loans. Unless Montgomery increases its minimum wage and entices employers to create more jobs, people will fall victim to predatory lenders. 

[bookmark: _qxdunczmlod]An Analysis of Payday Loans in Montgomery 

A payday loan is a short-term loan, usually with a due date between 14 and 30 days. The borrower is given the loan in exchange for handing over direct access to their bank account, usually in the form of a post-dated check or their routing and account numbers. It’s called a “payday loan” because borrowers are expected to repay the bank during their next payday.

That’s not what usually happens. Two weeks usually isn’t enough time for them to gather the funds to repay the loan. In most cases, borrowers are unable to repay the loan when it first comes due, so they have to refinance the loan, adding on more fees each time. 

The biggest problem is that payday loans have larger interest fees than other types of loans, such as credit cards, personal loans, etc. In Alabama, the payday fee per $100 is 17.50[footnoteRef:13], but since the maximum allowable loan is $500, that amounts to $87.50. Plus, that fee is only good for the initial loan period. After the customer refinances, their fee is calculated again. In Alabama, the maximum APR is 456%[footnoteRef:14] - much higher than any other form of credit. [13:  http://www.lwval.org/payday-lending/payday-lending-facts-&-issues.pdf ]  [14:  http://www.al.com/opinion/index.ssf/2017/05/alabamas_toxic_lending_problem.html ] 


The average loan size in Alabama is $326 with an average fee of $56[footnoteRef:15]. About two thirds of customers end up refinancing[footnoteRef:16], which means they sign up for more fees. Two million payday loans were taken out in Alabama in 2015 and each borrower took out 8 loans each[footnoteRef:17]. [15:  http://www.al.com/news/index.ssf/2016/09/alabamians_use_payday_loans_tw.html ]  [16:  http://www.lwval.org/payday-lending/payday-lending-facts-&-issues.pdf ]  [17:  http://www.al.com/news/index.ssf/2016/09/alabamians_use_payday_loans_tw.html ] 


In the city of Montgomery, there are 747 licensed payday lenders in 2016 - down from 1,100 in 2015[footnoteRef:18]. While this represents a significant decrease, that still means there are almost 750 lenders targeting poor and uneducated people who have no idea what they’re signing up for.  [18:  http://www.al.com/news/index.ssf/2016/09/alabamians_use_payday_loans_tw.html ] 

A 2014 study that there are also almost as many payday lenders in Alabama as there are banks - 1,035 compared to 1,571[footnoteRef:19]. That means a person is almost as likely to find a payday lender as they are to find a traditional bank[footnoteRef:20].  [19:  http://ocm.auburn.edu/newsroom/news_articles/2014/10/auburn-professors-why-cant-banks-provide-payday-style-loans-without-payday-style-rates.htm ]  [20:  http://ocm.auburn.edu/newsroom/news_articles/2014/10/auburn-professors-why-cant-banks-provide-payday-style-loans-without-payday-style-rates.htm ] 


A report from the Alabama Department of Banking taskforce found 54% of people who took out multiple loans per year “paid more in interest than their original loan amount.”[footnoteRef:21]  [21:  http://www.montgomeryadvertiser.com/story/news/2017/03/07/payday-lending-amendment-would-cap-interest-36-percent/98856894/ ] 


Because so many people in Montgomery struggle with poverty, it’s no wonder why they turn to payday lenders to make ends meet. These lenders promise to be a bridge to financial prosperity, but instead, they trap borrowers in a seemingly endless debt cycle.
[bookmark: _alh3mkeffwcy]
[bookmark: _tc29u61j1np8]A Personal Encounter with Payday Loans in Montgomery 

Alabama pastor Dale Clem wrote an impassioned op-ed[footnoteRef:22] about the good work he had seen his father do as a bank branch manager. He helped people take out loans, offered them advice on budgeting and helped them manage their finances. [22:  https://www.nexis.com/results/enhdocview.do?docLinkInd=true&ersKey=23_T26949805550&format=GNBFI&startDocNo=0&resultsUrlKey=0_T26949805552&backKey=20_T26949805553&csi=408977&docNo=13 ] 


Now as a servant of God, Clem sees the dark side of lending.

“As a pastor, I have stood next to a man in tears as his car was towed away because he had gotten in over his head in escalating debt. With the repossession of his vehicle, he had no way to get to work. Parents have shared how they took out a payday loan to purchase medicine for their children and then got stuck in a cycle of debt much larger than the initial loan,” he wrote.

He says the interest rates in Alabama are currently exploitative and prey on the weakest citizens. While the federal government and the CFPB are working on regulation to cap payday loan interest rates, he says it’s time for the state government to step in first. 

“Lenders are certain to sue to block the federal regulations because they dislike any kind of regulation,” he said. “The rules may end up delayed, or even dismantled.”

[bookmark: _1ksv4uv]Montgomery Payday Loan News 

· According to Diane Standaert, director of state policy at the Center for Responsible Lending[footnoteRef:23], Alabama residents paid $116 million in payday lending fees. This is the part of the total $480 million in fees for both payday and title loans paid by Alabamians, the sixth-highest amount in the country. Because of how much people in Alabama spend on payday loans, it’s even more critical for agencies and legislators to regulate their use.  [23:  http://www.montgomeryadvertiser.com/story/news/2017/03/07/payday-lending-amendment-would-cap-interest-36-percent/98856894/ ] 

· Alabama is home to more payday lenders per capita than almost any other state, except for Oklahoma, South Carolina, Louisiana and Mississippi[footnoteRef:24].  [24:  http://www.al.com/business/index.ssf/2015/03/obama_speaking_on_payday_lendi.html ] 


[bookmark: _gp1e2z962u0r]An Analysis of Title Loans in Birmingham 

Title loans are similar to payday loans, in that they both have quick due dates and charge high interest rates. However, title loans are often considered more dangerous than payday loans because the loan is given in exchange for keeping your car as collateral.

When a customer signs on for a title loan, they agree that if they can’t make their payments, the lender can take possession of their vehicle. This is dangerous because for many people, because their car is their main way to get to work and likely their biggest asset. 

People turn to title loans if they need a lot of money. Since Alabama payday lenders are limited to $500 loans, people often use title loans if they need several thousand dollars. 

Title loans are a huge problem in Montgomery, as Alabama is number one in the country in title loans. Only 16 states allow title loans. Another major problem for residents in Alabama is that if a lender repossess your vehicle, they’re allowed to keep all the proceeds from the sale, even if it exceeds how much you owe them.

That means if you borrow $2,000 and aren’t able to make regular payments, the lender can take your vehicle. By then you might owe $2,500 or more. If the car sells for $4,000, the lender can keep all of that money, even though it’s more than your total balance. 

This particular rule is incredibly lenient toward the lender and penalizes the borrower more than any other state. Alabama residents need to be particularly careful in how they use title loans, because they could lose more than they bargained for. If possible, they should take out a credit card or a personal loan or borrow the money from family or friends.

[bookmark: _s36ke78hkuuh]A Personal Encounter with Title Loans in Montgomery

Montgomery resident Harriet Cleveland was babysitting her grandchild when police came to her home to arrest her. Her crime? Not paying traffic tickets.

Cleveland had amassed a few traffic tickets and couldn’t pay them off right away. Her debt became the property of “ Judicial Corrections Services (JCS), a private probation company that collected fines for the city.”[footnoteRef:25] [25:  https://www.splcenter.org/news/2016/01/15/splc-client-recounts-devastating-debtors%E2%80%99-prison-experience-congressional-staffers ] 


The company created a payment plan for her and threatened her with jail time. Desperate to come up with the money, she took out a title loan. But then she lost her car as she was unable to keep up with those payments as well.

All that wasn’t enough and 2013, she was arrested. She spent two weeks in jail before the Southern Poverty Law Center was able to free her. SPLC sued the company responsible, which is now no longer operating in Alabama. However, they “once had contracts with more than 100 local governments in the state.”

Cleveland calls her situation a modern debtor’s prison, where people go to jail because they aren’t able to pay their debts. The secondary issue in this case is that she lost her car to a title loan because she was desperate to avoid being in jail.

Cleveland is an example of thousands of people who turn to title loans in 
[bookmark: _i9wxaijn0vrx]What Lawmakers in Alabama Are Doing

In 2017, state Rep. Bob Fincher sponsored a bill that would cap interest rates for payday loans at 36%. Where did Fincher come up with that number? He says 36% is the maximum amount of interest that military members are allowed to be charged. Right now, 15 states and Washington D.C. either have a 36% interest rate cap on payday lenders or have outlawed them entirely. 

“It preys on people who are very often less educated, less financially affluent,” Fincher said.

He added, “Many of these payday loans are rolled over. Many of the people end up paying 360 or 400 percent on a loan. Fifty percent of the extended loans are rolled over six times or more. We are entrapping people in poverty and leaving them there.”[footnoteRef:26] [26:  http://www.montgomeryadvertiser.com/story/news/2017/03/07/payday-lending-amendment-would-cap-interest-36-percent/98856894/ ] 


Fincher’s bill would allow the public to vote on payday loan interest caps, which is a smart strategy. Any time in US history that the public has been able to vote on whether or not to cap interest rates for these types of loans, the measure has passed with a strong majority. The article goes on to say that a survey of Alabama residents said that 65% of them would support an interest rate limit. 

Fincher says this bill would prevent Alabama residents from being abused by payday lending companies, many of which are owned by out-of-state corporations. That means the fees they collect don’t even benefit the economy of Alabama. 

Fortunately, Fincher’s bill currently has bipartisan support, with “30 Republicans and 15 Democrats”  banding together to support the legislation[footnoteRef:27]. [27:  http://www.wsfa.com/story/34691449/bipartisan-support-emerges-for-al-payday-lending-reform ] 


Last year, a bill advocating for lower interest rates for payday or title loans was made it to the Alabama Senate or House of Representatives, when a bill from Sen. Arthur Orr, R-Decatur was discussed in the House Financial Services committee. The committee did not vote on the bill and it eventually died.

Part of the reason that lawmakers have trouble is that many of their peers receive campaign donations from payday lenders, Fincher said. 

[bookmark: _2p3t4pv0dao6]Helping Consumers in Montgomery

While title and payday loans are still legal in Montgomery, lenders are still held to certain rules and regulations. Even though some of these stores may try to be transparent, many purposely subvert the rules. These lenders have to have a current license to operate within the state, and some forget to renew their license or never receive it in the first place.

If you feel you have a legitimate objection against a lender, you can file a complaint with the State Banking Department at http://www.banking.alabama.gov. You will find the required form which you can email or mail to the following location. Remember to make copies of all your paperwork and keep the originals for yourself. 

State of Alabama
State Banking Department
ATTN: Consumer Lending
P.O. Box 4600
Montgomery, AL 36103-4600
Consumer.Lending@banking.alabama.gov   
(334)242-3452

The form will ask you to write down what you are complaining against, if you have notified any other agencies, if you have an attorney and what your ideal resolution would be. You’ll need to provide as much proof as possible to support your argument. 

Include the payday or title lender’s license number, which you can find through the Bureau of Loans. The site doesn’t say how long it will take for each case to be resolved, so check back every few weeks. 

If you feel like you have a possible case against one of these lenders, talk to a free or low-cost lawyer at one of the following institutions. They’ll be able to help you through the paperwork and explain what your next options are: 
· Montgomery Debt Relief Lawyers
· Legal Services Alabama
· Montgomery Legal Aid & Pro Bono Services

Remember, these organizations are typically run by volunteers, so don’t be discouraged if it takes them a while to get to your case. Try to call once a week to check in and make sure your paperwork hasn’t been forgotten.

[bookmark: _evxot2qs29ap]Why Payday Lenders Thrive in Montgomery

Payday lenders typically thrive in areas where people are less-educated and lower-earning. A report from the Pew Charitable Trusts, “Payday Lending in America: Who Borrows, Where They
Borrow, and Why,[footnoteRef:28]” found that five factors account for the majority of payday loan borrowers: [28:  http://www.pewtrusts.org/~/media/legacy/uploadedfiles/pcs_assets/2012/pewpaydaylendingreportpdf.pdf ] 

· Those without a four-year college degree
· Home renters
· African Americans
· Those earning below $40,000 annually
· Those who are separated or divorced.

The demographics for Montgomery mirror that data. The city is 59.8% African-American, has a median income of $43,535 and a strong population of renters. About 31% of Montgomery residents have a bachelor’s degree[footnoteRef:29], slightly less than the national average of 33%[footnoteRef:30]. [29:  https://ballotpedia.org/Montgomery_Public_Schools,_Alabama ]  [30:  https://ballotpedia.org/Montgomery_Public_Schools,_Alabama ] 


A study from Auburn University found that payday lenders in Alabama are more likely to be in neighborhoods that are predominantly African-American[footnoteRef:31].  [31:  http://www.al.com/business/index.ssf/2014/10/aurburn_study_payday_lenders_t.html ] 


In a city where job growth is nonexistent, where people don’t go to college and with a population that has been historically disenfranchised, it’s not a surprise why payday lenders thrive. An educated public is more likely to know what high interest rates mean and where to find a better deal. They’ll be more likely to have a higher credit score and to qualify for a loan with a better interest rate. That’s why lawmakers need to take charge and make predatory lending illegal in Alabama.

[bookmark: _krz4anlhm929]Outside Help for Payday and Title Loans in Montgomery

If you’re struggling financially and don’t want to turn to a payday or title loan, here are some organizations that can help:

· Credit Counseling Agencies in Alabama: This is a comprehensive list of credit counseling agencies from the US Bankruptcy Administrator. These firms are licensed credit counselors, who can help you manage your debt and create a budget. They won’t necessarily offer you direct monetary assistance, but they can help you manage your debt so you aren’t tempted to take out a payday or title loan.
· Family Assistance: While this organization provides support for needy families, it’s only available to families with dependent children. Support includes temporary cash assistance, job training and more. They can help you get back on your feet and avoid using payday lenders. They can also help people apply for food stamps, child care and more. 

[bookmark: _awvbeiniz24g]Regulating Auto Loans in Alabama

Most of the current legislation focuses on payday loans and decreasing those interest rates. However, that doesn’t mean that title loans aren’t a huge problem in Alabama. The Alabama Appleseed Center for Law & Justice found that both title loans and payday loans have the following effects: 
· Is designed to trap a borrower in a cycle of debt;
· Doubles the risk that the borrower will end up in bankruptcy within two years;
· Doubles the risk of being seriously delinquent on credit card payments;
· Makes it less likely that borrowers can pay other bills and get healthcare; and
· Increases the likelihood that consumers’ bank accounts will be closed involuntarily.

 Regulating auto loans needs to be a primary concern for both residents and legislators who care about the financial well-being of their constituents. People who are financially healthy make better citizens, employees and residents and are more likely to contribute back to the Alabama economy. They should pressure their local representatives to pass a bill limiting payday and title loan interest rates to a reasonable 36% or less.
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