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Executive Summary and Findings

Five years after payday lending sunset in Arizona, tf@onsumer Federation of America (CFAand

the Southwest Center for Economic Integrity (CEf)conducted an examination of the title loan

i ACOEAO ET ! OEUI T A8 AEOI A TTATO AOA AT 1T 001 A0 11AI1
by lenders licensed ly the Arizona Department of Financial InstitutiongAZDFI). Arizona compiles

no information on licensees orthe title loan industry.

The Secondary Motor Vehicle Finance Transaction law enacted in 2000 permits tripdiggit rates for

secured loans, rangindgrom 204 percent to 120 percent annual rates. There are no limits on the

OEUA T &£ 11TAT Oh OEA AOOAOETT T &£ 1TATOh TO 1 AT AROOG
51 ARO ' OEUT T A5O OEAOAA OAOGA AAPh A Avmonth) T AT AT 60
costs $85 for a total payment of $585. The average borrower renews a em@nth title loan eight

times. A $500 loan renewed eight times costs $765 in finance charges for a total payment of $1,265

for a loan lasting nine months.

A $1,248 installmenttitle loan, costing 180 percent APR and repaid in 52 hweekly installments,
has a finance charge of $3,228 for total payment of $4,476.

A $5,106 loan costing 108 percent APR and repaid in 24 monthly installments has a $7,551 finance
charge for totally payment of $12,657.

CFA and CEI compiled a master list of companies aifietir licensed locations offering title secured

1T AT Oh OOOOCAUAA 1 AT ARAOOG forldaAterm)&dcodardd the licensdeD 1 A 1 A
list to companies with electronic title and lien access to MV.DWe mapped the location of title loan

outlets in 2015 with the location of payday lenders before the Prop 200 ballot vote terminated that

product and compared the demographic characteristics for census tracts with a concentration of

title lenders. We examined the aspects of title loans that create a debt trap for vulnerable

consumers and make recommendations for improved consumer protections, enforcemt and

supervision.

! TheConsumer Federation of Americais a national organization of more than 250 nonprofit consumer groups that was
founded in 1968 to advance the consumer interest through research, advocacy and education. www.consumerfed.org

2 The Southwest Center for Economic Integrity(CEI) is a nonpufit organization based in Tucson, Arizona, founded in 2001

with a mission to build economically strong communities for all and oppose unfair corporate practices. CEIl conducts research
that illuminates the practices and impacts of specific companiedwstiies in communities of concern and acts as a facilitator

for systemic economic change. www.economicintegrity.org
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Major Findings:

1 One hundred companies operated 633 licensed title lender locations in Arizona mR0D15. This
is a conservative count since we identified severainlicensedtitle lenders that have Electronic
Lien and Title numbes to accesgecords at the Arizona Motor Vehicle Department or that
advertise in Arizona.

9 Arizona has the seventh most concentrated title loan market in the country, with one outlet for
every 8,072 adults. The number of title loan outlets grew frorjust 159 locations for current
companies in 2008 to over 630 in 2015 and now exceeds the number of payday lenders that
surrendered their licenses in 2010.

1 Mapping of title lender locations in Phoenix and Tucson illustrate that title lenders are
concentrated in vulnerable communities and overlap former payday lender outlets.

9 If Arizona is typical of the other 24 states where title lending operates legally, 190,000 to
285,000 Arizona consumers use title loans per year, or 4 to 5.5 percent of adults.

1 If Arizona is similar to Virginia, title lenders take in $316.5 million in revenue per year.

I Lenders make both titlesecured loans to consumers who own their vehicles free and clear and
OOACEOOOAOGEITTH6 11TAT O O1 Al 001 xidagsbaveriahy AT T 1 O ET I
similarities to now-defunct payday loans.

1 Risks to title loan borrowers include repossession of vehicles, deficiency judgments when sale
of repossessed property does not cover the amount owed plus costs, and lawsuits when
borrowers default and lenders sue instead of repossess vehicles.

9 If Arizona repossession rates are similar to those reported by regulators in Virginia, it is likely
that 25,320 borrowers lost their vehicles to repossession last yeartbased on 633 title loan
locations in Arizona and 40 repossessions per store. Currently, the AZDFI does not report
repossessiondata.

1 Several lenders require borrowers to provide access to their barkccounts as backup
payment, a feature of payday lending.
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Recommendations include:

T ' OEUTTA 1 Axi AEAOO OEIOI A EITTTO O OAOOGSE 00iI P ¢
under the Consumer Lender law which caps rates at 36 percent annual interest plus a 5%
fee up to $150. The Secondary Motor Vehicle Finance Transaction law should be edpé.

I The Consumer Financial Protection Bureau (CFPB) should strengthen its proposed
regulatory framework for payday and title loans to cover all title loans offered in Arizona.

I CFPB should apply an abilito-repay requirement to the first and everyloan made by title
lenders.

I The Arizona Attorney General and Department of Financial Institutions should examine the
title loan market and take action against unlicensed, illegal lending. State and federal
regulators should investigate practices of Arizna lenders to enforce requirements of the
federal Truth in Lending Act and the Electronic Fund Transfer Act.

Consumer Federation of America | Southwest Center for Economic Integrity | page 5
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Introduction

1 Ax AOOEI OEUET ¢ OAAZAOOAA DOAOGAT Oi AT G 1T O PAUAAU
their licenses and many payday lenders closed up and left the state, ending a decadeifle -digit

OAOA Oi ATl AT1T1AO 1T AT O OAAOOAA AU OEA AT 001 xAOG6O
due on the next payday.

Title lending was not included in the original payday loan law, also enacted in 2000, and was not
subjectto paydayl AT AET ¢6 O OO1T OAO DPOI OEOGETT O1 EO xAO 110 1
2008 that shut down payday lending in 2010 when the law expiredLoans secured by the title to

Motor Vehicle Finance DAT OAAOEI 16 EiI OEA -1 01 0 6AEEAL2Z1 4Ei A 3
atddc ypgqh EO 11 OA bPi pOI letrerdmakeftioidifiefent foan®irdetxhisA 1 1 AT 86
#1 AA OAAOEIT T h 11T AT O OAABOAA AU Ai AAO OGEOGI A0 AT A 1|

vehicles they do not own free and clearDespite makingcash loans, titleand registration lenders
are not regulated under the Arizona Consumer Lender law which caps small loan rates at 36%
annual interest plus a Spercent administrative fee, butare regulatedas Sales Finance lenders
separately from all other gnall loan lenders in Arizona.

Five years afterthe payday lending sunset, our organizations launched an inquiry into the title loan
market in Arizona and compiled a master list of licensed lenders, matched the Electronic Lien and
Title number to each Icensee, examined the loan terms for the ten largest lenders for both title and
registration loans, and reviewed licensing, supervision and enforcement by the Arizona Department
of Financial Institutions. We collected loan contracts, surveyed websites flicensed lenders and
called orvisited stores for some of the larger lenders.

What are title loans?

4EOT A 1TTATO AOA AT 100i A0 AAOGE 11T AT O OAAOOAA AU OE
Trusts reports that the typical loan is for $1,000 and is due in a single payment after one month or

repaid in installments over time. The trade associatiorfor the industry in Arizona defines a title

I1TAT AO OA OET OO OAOI 11T AT OAAOOAANthelstatds whebeO OE A£E A A
available, Pew reports that title loan customers spend about $1,200 in fees per year for loans that

3 http://aztla.com/applications/FAQsManager/inc_fagsmanager.asp?ltemID=138 viewed 9/28/15
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average$1,000, with title loan customers paying a total of about $3 billion in fees annually at a
typical 300 percent annual percentage rate.

Two loan products are offeredn Arizona under terms of the Secondary Motor Vehicle Finance

4 0AT OAAOGETT 1 Axq A OOAAEOEI T Al OOGEOI Ad 11 ATl
Ol ENOA OOACEOOOAOGEITO6 1TAT 1T AAA O Al OOitcaRh 00
show an auto registration card.

Title loan legal status and rates

Title loans are available in only half the states, including Arizonalthough only twenty-one states
explicitly permit high -cost title lending® Lenders have found loopholes in state small loan laws that
permit title lending in states without specific authorizing legislation. The states with title lending
are concentrated in the South and the Western part of the country with states in New Engthand
the Upper MidWest generally prohibiting the producté Title lending has been authorized in
Arizona since SB 1244 was enacted in 2000.

$O0A O 1 A@ 1 AxOh OEOI A TATAET C ET ! OEUIWWA EO
effectively unregdl AOAASG AU 1 Ax D OThaehioodd sty defiries the(plddudi, EdpO 8
the rate, and prohibits charging fees not specifically authorized by law. Otherwise the Uniform
Commercial Code applies to title loans as secured transactions.

The Secondary Motor Vehicle Finance Transaction law caps title loans with a monthly rate cap,
tiered to the size of the loan.We added the resulting annual rate in parentheses.

1. Five hundred dollars or less, a monthly finance rate of seventeen per c204 percent annual
rate).

2. More than five hundred dollars but not more than two thousand five hundred dollars, a monthly
finance rate of fifteen per cen{180 percent annual rate)

4 Pew Charitable Trusts, Auto Title LoaKsy Findings, www.pewtrusts.org/en/reseaestttanalysis/reports/25/03/autetitle-
loans viewed 28/15

*Pew Charitable Trusts, fAAuto title Loans, o p. 4,
http://www.pewtrusts.org/~/media/assets/2015/03/autotitleloansreport.pdf?la=en last viewed 1/12/16

8 pew lists as states where title loans are not offered: WA, MT, WY, CO, ND, NE, OK, IA, AR, MI, IN, KY, WV, PA, NY, ME,
VT, MA, MD, NC, RI, CT, NJ, AK, and DC. Loans are typically not offered due to state usury laws or restrictive smalidoan ra

caps In other states, title lenders exploit loopholes in state small loan laws to malekidbans, such as loans for more than
$2,600 in California, above the threshold for small loan rate caps.

OAAD
x ET

Al AO

Jim Hawki ns, ACredit on WihceTeiltsl:e TLheen dLianwg ,adn d6 9B uVgai snhe.s s& oLfee L.

https://scholarlycommons.law.wlu.edu/wlulr/vol69/iss2/5 page 580.
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3. More than two thousand five hundred dollars but not more than five thasand dollars, a monthly
finance rate of thirteen per cent(156 percent annual rate)

4. More than five thousand dollars, a monthly finance rate of ten per ce(it20 percent annual
rate).s

Prohibited fees

As of July 1, 2013, licensees were prohibitefdom charging document preparation fees for title

loans? An example is the $70 Document preparation fee added to a $3,000 loan by CarCashUSA by
Roma USA on a 2013 thremonth loan which along with the $14 Title lien filing fee was financed as

part of the loan at an Annual Percentage Rate of 145 percehtThe Department noed that lenders

may only chargeEAA O OA@DOAOOI U PAOIi EOOAAG AU OOAOOO6AR O
include a late payment or delinquency charge not to exceed five percent bttunpaid balance of

the installment when past due 10 days (A.R.844-291 (C), and the cost of insurance to protect the

1 AT AROS O ET OAOA &@4-284(A)) Avithithe grednfud Aaie sef by Bie DBré&cedr of

Insurance of the Arizona CorporationCommission.

O
b1

Registration loan legal status

Arizona is the only state where title lenders make loans to consumers who do not own their
vehicles free and clear and are merely required to show that they have a registered vehicle in the
that created title loansdefines the product as a contract that either obtains a security interest in or
lien on a motor vehicle other than in connection with the sale dhat motor vehicle. It does not
specify that the lien be a first lien on a title without other encumbrances.

4EAOA EO 11 ' OEUTTA | n\OdoraDebastmentof Fhandidl dsbtutibnr® ET ET T 1T O
regulation or guidance that defines what constutes a security interest in a vehicle or that

authorizes loans secured byn encumbered vehicle. On the other hanthere have been no

enforcement or regulatory actionsby the Attorney Generako challenge lenders that charge up to

204 percentannualral © £ 0 OOAAOOAAS 11T AT O A1 O xEEAE OEA 1 Al
or third) or the cleartitle. Without a firstlien,al T AT EO 11 0 OOAAOOAAG A O Al
since the lender cannot repossess the vehicle for sale when a borrowasfaults on the loan, but we

know of no legal challenges to this tactic.

8 AR.S. § 44291 G.

® Arizona Department of Financial Institutions, Regulatory Aler18/1, Re: Allowable Charges for Auto Titleenders and

Document Preparation Fee Charges, o0 |Issued May -BEHAD- 2013, at h
Final%20Regulatory _Alert%20_Secondary Motor_Vehicle_Dealers_-8E2820052413.pdf

10 carCashUSA by Roma USA contract, dated JLine2013, on file with CFA.
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Officials and advocates warned that payday lenders would exploit title lending

Advocates warned state regulators that payday lenders would morph into title lenders to stay in

business making highcost loans after payday lending was prohibiteéh 2010. State lawmakers and

advocates wrote to the Attorney General in May 2010 to warn @it subterfuges used by the

payday loan industry, including the migration of payday lenders into the auto title lending business,
OOAOGET ¢ O0) O EO EI Pi OOAT 6O O1 Al OésteherdEAO AOOT OEOI
O O A O A OyrECoashiried Federation ofAmerica reported the practice by ACE Cash Express of
OANOEOEPOQEA OBABOAEAAESG OI CAidytofa st@&deik Aouid beAisledt®e EEAE h
AOAAOA AT AlI AAOOITEA xEOEAOAxAI £EOI i OEA AT OOl xAO
monthly loan renewals if the loan were not paid in persoa?2

Prior to the July 1, 2010 sunset date when legal authization for payday loans was tcexpire, the

Attorney General of Arizona issued a letter to payday loan éasees orcompliancewith the law. He

TT OAA AO A OOAA-OEN D BAOABRUI ABAKEDICOAAOEOEOU OOA
OAT T ETC Ai1 001 AOO OEAU OiI 6668 AT T A ET AT A Ai1T OAOO
warned about business models that perpetate payday lending practices in another guis&. The

1 001 OT AU ' AT AOAT 80 / PAOAOGEIT 301 6AO &!1 11T OAA OEA
consumers who own the vehicle securing the loan and advised consumers to report any lender that

said ownershipi £ OEA OAEEAIT A 1O EOO OAI O& AEAT S0 OAAI T U |

Title loan outlets have replaced payday lenders in Arizona

Title lenders increased exponentially in Arizona after voters rejected payday lending. In 2008, of

the title loan companiesstill licensedin 2015, there were only 159 sales finance licensees making

title loans. By mid2015, we identified 633 locationslicensed to make title loansn Arizona. This is

a conservative number and does not include title lenders we identified thatre not on state

licensingrosters. 4 EAO8 O APPOT GEI AOAT U txnm T Ax EECE ET OAOAO(
onnmbp ET 1 AOO OEAT A AAAAAAS "0O0 ET OAAlI EOUh EO0B8O
undesirable. Many of the payday loan copanies simply became licensed to make title loans and

those companies account for about 40 percent of title loan locations in 2015. Large numbers of

them are in the same building as they were before. In addition, large chains of title loan companies,

11| etter to Attorney General Goddard from Senators McCune Davis, Gray, Aboud, Landrum Taylor, Bunch and Rep. Russelle L.
Jones, the Southwest Center for Economic Integrity, Consumer Federation of America and others, May UOin &G &ith
CFA.

12 Jean Ann Fox, Consumer Federation of America, Letter to Office of Attorney General and Department of Financial
Institutions, November 2, 2010. On file with CFA.

3 Terry Goddard, Office of the Attorney General, Letter to Lenderss 9, 2010. Press Release with attached letter posted at
https://www.azag.gov/preselease/goddardggressiveenforcepaydayloan-banoperationsunset last viewed 1/12/16.

“YArizona Attorney Generalos Office Operation Sunset FAQ, Jun
https://www.azag.gov/sites/default/files/sites/all/docs/consumesimzet~AQ.pdf last viewed 1/12/16.
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such as TitleMax, opened stores in Arizona or obtained licenses to extend credit to Arizona
consumers via the Internetsuch as LoanMatrt.

A map showing the location of payday lenders in 2007, the year prior to the Prop 200 vote, and the
location of licensa title lenders in mid-2015 illustrate the substitution of title/registration lenders.
The map, prepared by California State University Northridge professor Steven Graves, shows the
location of payday loan outlets in Phoenix in red and the location of ki lender licensees for mid
2015in blue. Figure 1shows that Phoenix is basically back where it started witl similar

saturation of lenders.

Figure 1. Map of Phoenix Payday Loan Stores in 2007 and Title Loan Stores in 2015

Park
N\ Sun City West

m ®em P o .- o® Qm-ﬂ‘ l.‘m :
I B Surprise Sun City o P . ‘
{ {
L el e wm aen ‘.j : . N
303 Loce ) o (LB B @ sren . { q i
' &.a' 9 oe " gq0 " . A
E 303 Loop ) r ‘ 0 l ? / 2z >
20 k| R ; = ﬁ: ., « 9 &Y s .
. g § to -.ﬁ.* t : { |
i e -0 & o gome. smnsd*a.e p— [

= @
i LlichiieldPark, [ W | @0 @ 9 m- | ove .-ﬁ
i i, $eveas e N "o g

b g ek S a0 Pem g e - :
g Tolleson 6 “ phaﬂﬁ_ q.. 1’ \ G
pricaie . '; “ " "- 4.,-
£ m @ SR PTIIESIof
4 b A --6!"";
e @ L " o e Be '<'—'“
- % . oy A
i rocenc .,’ & =
Estreila + A A ‘;" . - : S
Moufl&a«q i { .‘ | i g “}l
Reg.'c’;:m > " .‘ ‘ @ :, - -7J/~ fi—
. » .

Source: Prof. Steven Graves, California State University Northridge

Title lenders are concentrated in low-income neighborhoods and communities of color

Like payday lenders before them, title lenders have continued to target vulnerable communities. An

analysis of the bcation of title lenders finds hat borrowers living in low-income neighborhoods or

communities of color are much more likely to have a title lending operation in their neighborhood.

Borrowers living in low-income neighborhoods and communities of coloare also lesdikely to

haveAAAAOO O1T 1 AET OOOAAI AOAAEO A£01 i AATEO8 4EEO EO
AsFigures 2 and demonstrates,communities of colorin the central sections of Phoenix andn the
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southern margins of theTucsonmetro area are saturated with title lenders, while the northern
regions of the metro area have many banks and relatively few title lenders.

Figure 2. Title Loan Locations in Greater Phoenix communities of color
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Source: Professor Steven Graves, California State University Northridge
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Figure 3. Title loan locations in Tucson region communities of color
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Of the 1427 Censu3racts in Arizona with more than 100 residens, 385 tracts had at least one title
lender in 2015. In those tracts, the unemployment rate was 10.53 percent, 53 percaitthe

population are people of coloron average), and the asrage Median Household Ineame was

$42,165. In those same neighborhoods, 43 percent of households live on less than $35,000 per year
compared to 37.3 percent of the state as a whole, and 79.3 percent of households in title loan tracts
live on less than $50,000 per year, compared 6.9 percent of the state as a whole.

There are 135 census tracts with at least one title lender but no bank branches. In those

neighborhoods, the unemploymat rate is higher still, at 116 percent, 57.5 percent of the people
come from minority groups,and the average Median Household Income is $37,589. In tracts with
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title lenders but no bank branches, 38.2 percent of households live on less than $35,000 per year
and 72.5 percent of households live on less than $50,000 per y€ar.

Who uses title loans?

Pew Charitable Trusts estimates that more than two million people or about one percent of

American adults use title loans every year. Consumers who use title loans are similar to those who
borrow from payday lenders, with a national telephone polby Pew finding gross annual median
income of under $30,000 for users of both products. Pew notes that half of title loan borrowers

have trouble meeting expenses at least half of the time and use loans to cover regular expenses with
only 1 in 4 borrowing afirst loan for an unexpected expensés

Other studies find that title loans are used by the most aisk consumers. The Center for Financial
SAOOGEAAO )T 11 OGAOGET 1T OADPTI OO0 OEA@EQE 6 BATIAETAIOA 11A G
to have taken out a payday loan, auto title loan, or pawn loaki. Regulators in New Mexico and

lllinois report that title loan borrowers in their states have average gross incomes of under

$25,000, and another study shows that half of these borrowers are unbankéd.

Arizona consumers are especially vulnerable to the risks of title loan borrowing due to the

geography of the state. Arizona is predominantly rural which is typical of many Western states.
Ninety-AECEO DPAOAAT O 1T £ ! OEUIT T Addaimost 0 AdrcenAdd Aidonaad AT T OE
live in rural areas1® Arizona citizens rely on personal transportation, with 76 percent of Arizonans

reporting that they drive alone to commute to work in a car, van or truck. With no public

transportation services in mary rural communities, getting to work, to the hospital or to shop

requires a personal vehicle. For many lovincome working families, theirvehicle is their most

valuable asset20

Almost 18 percent of all Arizonans are living below the poverty level an20.5 percent of Arizana
families with children under 18 years oldare living below the poverty level. The situation is worse

5 Demographic maps and analysis of Census Tract data by Steven M. Graves, PhD, Department of Geography, California State
University Northridge.October 5, 2015.

¥pew Charitable Trusts, fAAGBto Title Loans, o6 March 2015, p. 5
http://www.pewtrusts.org/~/media/assets/2015/03/autotitleloansreport.pdf?la=en

YCFSI, AThe Financially At Risk, o Mar dbocuthélibrary/uhdemstandiogad at ht
ConsumetFinanciatHealth

BCited in SusanndiMdret dzerdd Inag,: AMGar State of Lending in Ameri
Center for Responsible Lending, July 2013, p. 5. At http://www.responsitliefporg/statef-lending/reports/farTitle-

Loans.pdf

19 See Urban and Rural population by State 2010 at http://cber.cba.ua.edu/

XCFA/ CRL, AfiCar Title Lending: Driving Borrowers to ninanci al
of America acknowledgment that for most title | oan customers
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for households headed by females who have children under five with 42 percent of these families
living below the poverty level2?

Many Arizona families are financially vulnerable with little or no savings to tide them over when
faced with unemployment, seasoal employment or under-employment situations.

Exponential growth of title lending in Arizona

Arizona was the seventimost concentrated title loan market in the nation when CFA an@RL

issued theOADT OO0 O$ OEOAM EQI A$ E R GEA Qg A4 A0 ) OO0 )i PARO i1
2013. Atthat time, Arizona had one licensed location for every 9,944 adutesBy 2015, Arizona

has one licensed location for every 8,072 adulgs. The only states with heavier concentrations of

title lenders in 2013 were Alabama, Tennessee, Mississippi, South Dakota, Utah, and New Mexico.

Arizona regulators do not compile or report information an the size of the title loan market.

National title loan data from Pew Charitable Trust when applied to the store cat in Arizona

indicates that from 190,000to 285,000 Arizona borrowers usetitle loans per year, based on a range

of 300 to 450 borrowers per storemultiplied by the 633 licensed locations we identified in Arizona.

Another way to project borrower information is based on the percentage of adult population that

uses these loanérom states that report that data. Using the conservative 300 borrowers per store

metric, almost four percent of adults in Arizona are title loan borrowers. Since Arizona does not

have separate payday lan stores, it is likely that ehigher number of borrowers use

title/registrat ion loans, uptoo 8v PAOAAT O T £ ' OEUTT A60 AAOI O Pl bOI £

Virginia regulators report title lender revenue of a little over $500,000 pr store. IfArizona stores
have similar revenue the 633 title loan locations in Arizona bringin $316.5 million per year. With
no reporting requirement, officials and the public do not know the volume of loans made, the
number of Arizona consumers who use title or registration loans, the number of loans per year, or
the price paid to borrow from title lenders. Even with very limited data, it is obvious that title
lending is a thriving, growing business in Arizona.

21U.S. Census Bureau, 208913 5Year American Community Survey,
http://factfinder.census.gov/faces/tableservices/jsf/pages/productview.grtaiiRmk

2CFA/ CRL, AiDri vehitloe Disraditreg :arCarl ts | mpact on Consumers, 0 F
http://www.responsiblelending.org/otheonsumetoans/cattitle-loans/researchnalysis/CRECarTitle-ReportFINAL. pdf

22014 Adult Ppulation for Arizona was 5,109,792 (See Annie E. Casey Foundation KIDS Count data center at
http://datacenter.kidscount.org/data/tablest@@lpopulationrby-child-and-adult viewed 9/31/15
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Title lenders in Arizona

According to our review,Arizona licenses633 locations for 100 companieso make O O Eadd/ dk 6
licensed asConsumer Lenders or Advance Fee Loamdkers. For example, A Speedy Casthe DBA
designation for Todd Car Title Loan companiesare both licensedas Sales Finance and Advance Fee
Loan Brokers to make or broker title loans at ovetapping locations. In some caselicenses are

held by more than one entity of a parent company. For example, TMX separately licenses TitleMax
and TitleBucks. Wheels FRiancial/800LoanMart/LoanMart hold s several licenses but offes one

loan product. Buckeye in Ohio is licensed under two names but makes the same loanger both
namesin Arizona. This study counts multiple entities for the same company as one company.

Of the total 633 licensed ttle lender locations, the 10 largest lenderaccount for393 locations, or
about two-thirds of the market. This total does not reflect the market share &vheels Financial
which operates asl-800LoanMartor LoanMart andoffers loans online and via other licensed

lender locations. For example, LoanMart loans are availabat Allied Cash Express, Cashway Auto
Title Loans, and Flores Enterprises Corp stores

Seven of the top ten lenders by store location ateeadquartered out ofstate, in addition to
LoanMat which lends from California. Half of thesdargestcompanies were licensed apayday
lenders in 2007, prior to the ballot vote that led to termination of payday lending in 201QFigure
4).
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Figure 4. 2015 Largest Arizona licensees by number of locations, headquarters and if previously
licensed as payday lender

Licensee SFI SF License # L(i:coeunnste Headquarters Lenggidnaéom
TitleMax of Arizona 917582, 920145 96 Savanah, GA No
ACE Cash Express, Inc. 911038, 911039 61 Irving, TX Yes
Fast Auto Loans, Inc. 904877 50 Atlanta, GA Yes
Check into Cash of Arizona, Inc. 910897 32 Cleveland, TN Yes
Buckeye Title Loans, Inc./Buckeye 914026, 908001 38 Dublin, OH Yes
Check Cashing of Arizona, Inc.

Cash Time Title Loans, Inc. 903593 27 Scottsdale, AZ No
Allied Cash Advance Arizona LLC 909493 25 Cincinnati, OH Yes
Checkmate Express Corporation 910900 23 Phoenix, AZ No
Auto Now Financial Services, Inc. 910321 21 Phoenix, AZ No
d/b/a Tio Rico Te Ayuda

LoanMax, LLC 908734 20 Alpharetta, GA No
Wheels Financial Group, LLC d/b/a 910582, 924928, Encino, CA No
1-800LoanMart, 800LoanMart, 924933

LoanMart

Total 393

Source: AZDFI Sales Finance License List July 2015, Company websites, AZDFI Deferred Presentment Licensee list
2007.

Many current title lenders operated as payday lenders prior to 2010

Comparing the AZ DFI list of licensed payday lenders for 2007, the year befdine Prop 200 ballot

vote, with the 2015 AZ DFl list of licensed sales finance companies that make title loans, we were

able to identify thirteen companies on both lists. In somcases the names vary, but are affiliated

with the sameparent company and licensed locations overlapgp AODPE OA O OA008 OAEAAOD
digit consumer lending, these companies found a way to continue operating in Arizobg making

title and/or registr ation loans. Of the former payday lenders, the same or affiliated companies

license 268 locations that offer title loans in 2015, which accounts for about 40 percent of title loan

licensed locations(Figure 5).
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Figure 5. Former payday loan licensed lenders now make title loans in Arizona

Payday Loan Licensee (2007) #:Egnfg:nl:a(?oelg)ffering #f:);ziiro'l;]iéle
ACE Cash Express, Inc. ACE Cash Express Inc. #1 61
Fast Payday Loans, Inc. Fast Auto Loans, Inc. 50
Buckeye Check Cashing Il, Inc. #1 Buckeye Buckeye Title Loans Inc./Buckeye Check 38
Checking Cashing of Arizona, Inc. #1 Cashing of Arizona
Check Into Cash of Arizona, Inc. Check Into Cash of Arizona, Inc. 32
Allied Cash Advance Arizona LLC Allied Cash Advance Arizona LLC 25
1 Stop Check Cashing $ Payday & Title Loans, 1 Stop Money Centers LLC 17
LLC
Payday Loan Store of Arizona, Inc. (The) PLS Loan Store of Arizona 13
Galt Ventures d/b/a Speedy Cash A Speedy Cash Car Title Loans, LLC 11
QC Financial Services, Inc. QC Financial Services Inc. #1 7
Arizona Smart Cash Inc. #2 Arizona Smart Cash Inc. #1 4
Todd Financial Inc. Todd Car Title, Inc. #1 3
Xpress Cash Financial Services of Arizona, LLC Xpress Cash Financial Services of 3
Arizona, LLC
Kathleen Mason d/b/a Advance Cash Kathleen Mason d/b/a Advance Cash 2
National Cash & Credit, LLC #2 National Cash & Credit, LLC #1 2
Total 268

Source: AZDFI Deferred Presentment Licensee list, 2007 and AZDFI| Sales Finance Licensee list 2015

Title lenders in 2015 outnumber payday lenders at sunset

EAAI

When payday lending sunseon* OT A omh ¢mpmh OEA OAI AETET C | o)
surrendered their licenses. The Arizona Department of Financiststitutions r eport for July 2010

lists 41 deferred depositcompanies that closed 518 branch storecompared to thel00 companies

with 633 title loan licensed locations we identified in mid2015. The largest of thepayday lenders

that closed and departed the state or did not convert to titléending include Advance America (47
branches), Money Mart, Inc. d/b/a LoaMart (34), and Southwestern & Rcific Specialty Finance,

yT A8 ATATA #EAAE O '18 | OEAO 1 AOCA PAUAAU 11
including ACE Cash Exgss | and 1l (72 and 27 branches respectively), Buckeye Check Cashing of
Arizona, Inc. #1 d/b/a Buckeye CheckSmart (39 branches), and Check Into Cash of Arizona, Inc.

d/b/a Check Into Cash (39 branches?}

Al

%Arizona Department of Finaorcs$aRepostjdbudibnpns208Gummary of A
http://azmemory.azlibrary.gov/cdm/ref/collection/statepubs/id/4605nb
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Industry trade groups

The major trade associatiorto which title lender licensees belong ighe Arizona Title Loan
Associatin (ATLA) which lists 24 member companieg® Six companies lison their websites
membership inthe Community Financial Services Association (CFSA), the trade organization for
payday lenders; while twobelong to the Financial Service Centers of America (FISCA) which
includes check cashers and payday lendens its membership. TitleMax is a member of the Online
Lenders Alliance.One pawn shophat makes title loans is amember of the National Pawn
Association.

Title loans made by a variety of companies in Arizona

Several ypes of companiesare licensed to make title loans in Arizonabased on a revievof their
websites and store visits

Loan Companies: Making lans is theprimary businessof most of the licensees in Arizona. All but
ITA 1T EAAT OAA T AEAO 11T AT O OAAOOAA cénipaniedeifer AT OOT x A0S
OOA CE OO OA O Eortddl§ setuied\dy Gehid@e@anBumers do not own free and clear.

Fee-based financial services : Title loans are offered by companies that also cash checks for a fee,
sell money orders and pepaid debit cards, and provideother fee-based services. These include
Check Into Cash, Ace Cash Express, Globe Quick Cash, CheckmatesExXporporation, Flores
Enterprises Corporation and PLS Loan Store of Arizona, Inc.

Pawn: Pawn shops that sell title loans include April Dishman/Easy Money Pawn, Biltmore Loan

and Jewelry LLC, Buy ItChefip ) T A87 -1 - 1 1 A &DobsdnRarfth Mébil] Ik E&O| 1 &
OEAEAT S 0AxTh '"T1TA 30A0 0AxT AT A |1 AsLLC,asih . AOET 1
Sterling Holding Co. LLC/Maricopa Jewelry & Pawn and Scottsdale Pawn Shop.

Gold buyers: Gold Buyers of Arizona, LLCitle Loan Guy LLC (The) atvww.thegoldguy-sw.com
and SW Money Express, LLC buy gold and/or silver along with making title loans.

Used car dealers: Downtown Motors in Prescott ato makes title loans.

Online lead generators : Lead generators are webites that collect completed loan applications
and sell them to the highest bidder buare not lenders themselves. Twoelad generatorsare
licensed as Sales Fimee companies in Arizona includingCarTitleLoans.net and TP Finance
Arizona LLC/Title Loans Pro atttps://maxcashtitleloans.com.

% http://aztla.com/members.asp viewed 9/25/2015

Consumer Federation of America | Southwest Center for Economic Integrity | page 18


http://www.thegoldguy-sw.com/
https://maxcashtitleloans.com/

Wrong Way: Wrecked by Debt - Auto Title Lending in Arizona

Online -only lenders : A few online-only lenders based outside Arizona are licensed dile lenders,
although all companies that offeismall dollar loans should be licensed hereOnline-only title
lenders licensed in Arizona include City Title Loan LLC atww.cityloan.com/az-title -loans; Manor
Resource, LLC avww.turbotitleloan.com ; and Wilshire Commercial Capital LLC at
www.loancenter.com.

Hybrid online/local agents : California-basedWheels Financial/ LoanMart/80 OLoanMart offers
loans online andOE A 1T OE Adtvres. Bor eékadlnpl@Ailied Cash Advancawhich offers its own
title and registration loans, also markets larger ttle loans made byLoanMart.

How lenders secure loans with vehicle titles in Arizona

In order to use a vehicle as security for a loan, the lender must place a lien on the title to the

AT 00T x A O @rdoldxPBEveRof Atorney agreement that permits the lender to later file a

lien. Financial institutions are required to use the ADOT Electronic Lien and Title system in order

to file liens on vehicles that secure loans and there are fostate-approved Service Providers, with

support of the program provided by the Arizond OOT I T AET A $ AA] GaOadddary4, 00T AEAOL
2010, the ADOT Motor Vehicle Division sent a letter to service providers and financial institutions,

notifying them that Senate Bill 133 became effectiveon May 31, 2010, requiring liens to be

released electronically except for mobile homes. ADOT stated that all lenders conducting business

will be required to transmit lien information through an approved Service Providers

Five years after electronic lien and title filing was mandated foall financial institutions, CFA
compared the list of licensed title lenders that we compiled from the Department of Financial

by the Arizona Automobile Dealers Associatioff. Of the hundred companies licensed to make title
loans, we could not identify an ELT number for fourteen of them. It is possible that parent company
names or names other tharthose licensed for title lending handle the lien work for lenders. Most
notably, ACE Cash Express, does not have an ELT nunibéts name, raising the question of

whether this licenseefiles liens for itsloans.

Lenders can file for a repossessiolien if borrowers default. When a vehicle is repossessed, Sales
Finance licensees are required to coply with title 47, chapter 9, Aticle 6 and to conduct sales of
repossessed vehicles in a commercially reasonable manrférlf proceeds from thesale of he

28 hitp:/iwww.allabouttitles.com/docs/AZ_1st_Notification_100111.pdf
27 \www.edealersvcs.com/resources/lienholders ?keywords=&page=1

ZBAR.S. §44289B
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vehicle at a wholesale auction dmot cover the loan balance and costs, the lender can sue
borrowers for the deficiency balance?®

Title loan paperwork and requirements case study: Oasis Title Loans

Oasis Insurance offers the American First Financial Auto Title Loan program in Arizona. Loans are
for a minimum $200 secured by vehiclesvorth at least $2,000. Loan payment terms depend on the
size of the loan and ability to make the paymentsnd can beas short as three months or as long as
four years30 Oasis charges the legal maximum rates of 17 percent per month for loans up to $500
up to 10 percent per month for loans of $5,001 and higher. The webpage that disggahe monthly
rate does not also dclose the Annual Percentage Ratehich would be 204 percent and 120

percent, respectivelyst

On its website,Oasis Ttle Loans, LLC providegorms used to make loansnd a cheklist for lenders,

which illustrates the steps borrowers take to obtain creditsecured by their vehicles$? The ADOT

Title and Registration Application form is completed along with the ADOT Motor Vehicle Division

0T xAO T &£ 1 001 01 AU &I Of xEEAB-&BAOOEOO OEARTI Al AAOGAA
documents to secure the titleand transfer title for the specified vehicle.Instructions require the

lender to inspect the vehicle and take pictures of the rear and front plus the VIN number and

inquire at MVD if there are any liens on the title. The value of the vehicle is evaludiesing the

Manheim market report andthe amount of the loanis based on that value.

Information required from the borrower includes a completed loan application, proof of residency

using a utility bill, lease, etc,. clear Arizona auto title, current velicle registration and insurance,

current pay stub or bank statement, current phone bill, and an Arizona or otdf-state government

EOOOAA AOEOAOGO 1 EAAT OAs8 #1 1 AOAOET ¢ A AOAAEO AEA
done should identify any bankruptcies. Lenders are to verify phone numbers, addresses,

employment, references, and the amount of the loan before the contract is prepared for signature.

Oasis executes a lien on the title before funding the loan using a company check. Borraame

required to sign a Privacy Notice, the Agreement Addendum, the Power of Attorney, and the Title

Application. The lender holds all documents including the title, contracand keys to the vehicle.

A title loan borrower at Oasis Title Loans initiad an agreementto notify of any changes in name,
address or employment; agreement to garage the collateral vehicle at her home addrésted on
the loan application (must have written consent to move and garage the vehicle elsewherayjree
not to changeor alter the vehicle that would reduce its valueand agreeto maintain auto insurance

®fADebt Collection, Garnishment, Repossession, o AZLawHelp.org
http://azlawhelp.org/viewquestions.cfm?sc=29&mc=4&qid=7065 viewed 12/30/15

30 www.oaisisinsurance.com/loahew-to.html last viewed 1/6/16
31 www.oasisinsurance.com/loairgor-auto.html last viewed 1/6/16

32 www.oasisinsurance.com/loairdo-auto.html last viewed 1/6/16
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coverage and name Oasis Title Loans as the loss payee until the loan is paid in Auito insurance
is required for loans of more than $1,5082 The borrower agrees to pay a minimum $50
administrative fee for personal property to be released if the vehicle is repossesseéailure to
provide a working set of keys adds a minimum fee of $250 to the loan amount. Borrower has to
agree that she doesot intend to file for bankruptcy while the loan is outstanding or within 121
days after repayment, that she has not consulted with an attorney in the last two months about
bankruptcy; that she will not use her title loan to pay a bankruptcy attorney; anthat shewill not
use her loan to pay anon-dischargeable debt in bankruptcy.

Oasis also requires borrowers to agree that failure to return a vehicle or defrauding a secured
creditor is a class 6 felony and that fraudulently removing, selling or conclkag creditor property
with intent to defraud is guilty of a class 2 misdemeanor. The Oasis Title Loan website does not
provide a copy of the contract.

Lenders require bank account access from borrowers

The Motor Vehicle Tme Sales Disclosure Adefinition of the Secondary Motor Vehicle Finance

Transactionloan does not authorize title lenders to secure loans with direct access to the

AT 00T xA0O6 O AATE AAAT O1 O Idieecti)prohibittHatforadtice fetndkAEHR AOO A
Checkholding as security for a loan was a key feature of payday loans prior to sunset of the Arizona

law. The deferred presentment law that authorized checkolding to secure small loans defined the
$AEAOOAA 00OAOCAT OIi AT O 3A0O0EAAO andtiedadrdemenAiowhioA O OAT O
the licensee accepts a check and agrees to hold the check for at least five days before presentment

£l O PAUI AT & That lak éxpireddiJOre 80, 2010.

Title lenders use bank account access in a variety of wayArizona title lenders in the survey that

require borrowers to provide a blank checka debit card, or an ACH authorizatiowhich

DOAOGOI AAT U AAT 1 AOAO AA OOAA O x méeaudtiodude: PhAUI AT O
Leading Lender, LLC which requis a blank check or a Direct Deposit form and an open checking

account3® MooLoans LLG% and Xpress Cash Financial Services of Arizo$faAccording to store
personnel,Checkmate Express Corp. permits loans for a larger percentage of faarket value of

33 www.oasisinsurance.com/loahsw-to.html, last viewed 1/6/16.

34A.R.S. Chapter 12.1 Deferred Presentment Companies, DefinitibB5H3).

“www. t hel eadinglender.com viewed 7/9/15, |list of required do!
open and active checking account. 0

% www.mooloans.com/fag]. ht ml vi ewed 10/ 12/ 15. AA personal check from yc
title loan.

37 www.xpresscashnow.com/ftiileo an vi ewed 10/ 12/ 15, AHow It Workso page fTo
with you your mostrecéen pay st ub, your driverés |Iicense or state identif
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the vehicle (65 percen} if the borrower provides a bank statement and debit card@ Contracts for

A SpeedyCash Car Title Loans LLC statkat the lender will use ACH to withdraw payment from the

AT OO0T xAOG60O0 AATE AAAT Ol O E £ parinfent #EdeBri e@ch Que daBAU ET DA
however, OEEO 1 AT AAOS6O AT 1 OOAAO Al 01 OOAOAO OEAO Al AAO
canceled® p 301 B -1TTAU #A1 OAOO AT OxAOO OEA NOAOOEIT 07
xEOE O311 AOEI AO Ui 60 AAAEO AAOA xEI1 AA OOAA & O

outstanding balance. Since most banks are now paperless, we will neeg&sform this transaction

AO A AAAEOBH Al O ET &£ O0i O AT 001l xAOO OEAO OEAU xEI
withdraw payment if it is not made in person at the appointed time!

31T A 1TATAAOO ET OEA OOOOAU | ABl&k deckdOrsagythéyOOAOET 1
AEOAAOI U OAEA &£OT A0 &EOI I OEA AT OOI xAO60 AAITE
and ACE Cash Expre®gequire borrowers to provide blank checks or bank account access to

I AOAET OOA CE &udddwdFrindndiabTiolRIcATe Bydida requires borrowers of its
O0AOOITAI ,1TAT6 Ob O Aphnnm OI +EMsinfeyohin hdehie AAAT O
was told that a voided check or debit card was required for a loaff as was a surveyorn Tucson

who was told that a bank statement, blank check and debit card were required to get a

OOACEOOOAOGEITTO6 11TAT AO 4EI 2EAI 8

>\
p>2
I O

38 Store survey, Tucson. Title loans up to 50% of fair market value of the vehicle or 65% if using a checking account. A bank
statement and debit card tseed for the 65% rate. Survey on file with CFA. See, also,
https://www.callcheckmate.com/en/checkmpteducts/titieloans viewed 10/12/15.

®Contract, A Speedy Cash Car Title Loans, LLC, bg2pm€Sr, 1/ 9/ 15,
then we will submit your payment due by the EFT/ACH Authoriz

401 Stop Money Centers, LLC customer information packet, page 2, on file with CFA.
11 Stop Money Centers, LLC customer information packaer?, on file with CFA.

“Flyer from Allied Cash Advance store in P
Check or Direct Deposit form.o Obtained 7

““ACE Cash Express brochure for fMortionrt eVde hcihcel cek 0S eicnu rleids tL ocafn oi t!
up to $1,500. Obtained January, 2015. On file with CFA.

4 \www.mytiorico.com/persondbans/ list on items needed to qualifyor per son al | oan, AfYou have a be
Debit Card from your employer. o Vi ewed 6/ 2/ 15

45 Store visit, Tio Rico, Phoenix, 10/14/15.
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Risks for Borrowers: What Makes Title/Registration Loans
a Debt Trap?

Title loans trap borrowers in long-term debt due to unaffordable loan terms and lack of ability to

OAPAU xEOEIT OO0 OAIT1EIC OEA AOOAOS A4EA OEOE T E£ 1160
transportation leads borrowers to go to great lengths to avoid repssession. While registration

loans usually do not involve a lien on a vehicle, lenders may require blank checks or debit cards to

enable withdrawing payment from bank accounts and use debt collectors and lawsuits to collect.

Loan payment structures candad to repeat or continuous payments. Title loans are either single

payment loans, longetterm installment loans, or balloon payment loans where consumers pay only

the finance charge for several payments until a final payment that includes the loan pripeil.

For many borrowers, here simply is not enough money left from a paycheclafter paying necessary

living expensesto repay a title loan when due. Pew notes that consumers with lursgum title loans

AOA 1T AT ECAOAA A& O EAI gmohthy indomé. (DBpitk Being phdsedte@das AO6 O CO
OAAOU AOAAEOO6 xEOE OEI OO OAOI 6h AAT OO pe DPAOAAT O
more at triple-digit rates.46 TitleMax, the largest lender by number of licensed locations in Arizona,

disclosed in a 2009 depositionthata30A AU 11T AT EO OOUDPEAAI T U OAT AxAA A
who takes out the typical nine loans in a year (original plus eight renewals) pays back over three

times the amount borrowed4?

4EOT A 1 Al AA OOexieni@®ans whértzdnsufnersfalllbahind, keeping borrows in
continuous debt. An Arizonaonsumer reported this account:

O) 1 ust 2012, | obtained a $2,008ix-month title loan from Cash Time Title Loans with

my paid for 2007 vehicle as collateral. had just been offered a job with the County after
being unemployed for several months. | found myself unemployed yet again and in
November, 2012, Cash Time repossessed the cadaadvised me that | needed $100 in

five days or else the vehicle would be auctioned off. | was able to get the funds necessary to
have the vehicle returned to me. | continued to make payments to Cash Time. In March,
2013, | met with Cash Time in person to discuss the terms of myrdoact and was

Al T OET AADEDAO@®AA 1T OECET Alalrehdy pald CashHinfe $HoRAT 1T 8 1T T 8
but it was as if | paid them nothing. | was advised they were waiving all the interest | had
accumulated. None of the payments | had already givémeem mattered. Therefore, |, under
duress, agreed to this rewriting of the original loan. Iwas back at owing them $2,000 It

has nowbeen 1 year and | hag given Cash Time over $2,300n this re-written contract. |

have met with Cash Time, in persgrwice to try and settle this nightmare. | have given

them close to $5,000.00 however, | am advised by Cash Eiithat | owe them over $2,900

“®CFA/ CRL ADrivenTittol eDilseansdtienrg: aChadr |t s | mpact on Consumers, o F
http://www.responsiblelending.org/otheonsumetoans/cattitle-loans/researchnalysis/CRECarTitle-ReportFINAL. pdf

““Susanna Mont ezemeodfbendinGRar,i tAehd oRtns, o July 2013, p. 6.
http://www.responsiblelending.org/sites/default/files/uploadsititle-loans.pdf
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#AOE 4EI A8O O11 OO0EIT O OEEO EO Awdethehoandi AT 1 A
againz forthe 31O E [ 4A A 6

Title loans are unaffordable asset-based lending

Car title loans are based on the value of the vehicle owned by the borrower, not the ability of

AT 00T xAOO O1 OAPAU xEEI A 1 AAOET ¢ OEAEO 1 OEAO 1T Al E
pri AT Al 86 4EOT A 1T AT AAOO AAOAOOEOA OEACEIADARE D CE O
AAO EO Uih$&dke bcddsandibat no credit checks are performedn its website4?

OEI ATE® 4EOIA ,1TATO ,,# OAUO O.1 #OAAEO #EAAES '
PROBLEM at Phoenix title Loans since your loan is based entirely on the equity and value of your

O A E ExALled&r®may ensure that they will get paid but d not realistically determine that

borrowers can repay the loan as written.

To make sure lenders can collect on loana few of them install GPS devices to locate cars if

Al 00T xAOO AAEAODI 08 #AOE 4EI A 4EOI A Youahthofide )T A
00 OI ETOOAIT A "03 jCciTAAl Di OEOCEITEIC OUOOAI
anytime (sic) prior to the payoff of this Agreement without notice to you. The Device includes a GPS
tracking unit that can determine whee your Vehicle is located at anytimésic). This Device will not

be used to determine your driving habits or practices (e.g. speeding) but may be randomly

activated to ensure the Device is still functioning. We will not provide any access to a recordhad
tracking unless required to do so by law or to enforce any rights we may have. The Device can be
used to assist us in tracking and locating the Vehicle so that we may take possession of the Vehicle
without notice to you as provided for in this AgreemA T ©8 6

Qu

860
q A

l #% #AOE %@DOAOO OAI1 O AOOOI T AOO O*DwanMaxdEdsC ET O
OEAO O/ xTET C AAO DO Ak TAGTA AMEACD Bx TCDMAEE TOMOE8®BA S O T 1
required, and you could be eligible for a maximum 25,000 on a first lien loan and $500 on a

48 Complaint on file with the Southwest Center for Economic Integrity. The loan had a balloon payment structureresth int

only install ments and the | oan principal includedTiten the fin
l ender s s pr eAizbnaRepubticé/20/1%.mHttp;/Mww.azcentral.com/story/news/local/mesa/2014/06/2aideto
lendersgive-additionathigh-risk-option/11061451/

®Titl eMax brochure ATurn Your Car Title Into Cash! Your car
car . Get cash today. o Obt hsnedwWivldi ibebu®hsfcbm Wwash CFAw
your credit and is used as your collateral, so bucankeegsnoét ma

driving your car and turn your title into bucks with TitleBus ! 0

%0 https://www.phoenixtitleloans.com/ last viewed 1/6/16.

51 Contract, Cash Time Title Loans, Inc., March, 2013, page 2. On file with CFA.
52 ACE Cash Express brochure, on file with CFA.

53 www.loanmaxtitleloans.net/Benefits, viewed 6/2/15. LoanMi@tes that lenders do not look at credit scores.
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second lienloand4 O) £ UT O EAOA AAA AOAAEOR 11 AOAAEOHh 1T O UI
4EI A xEIl x1 OE xEOE U1 O O pllocQEAA OADI OEAQE OOE A AD
AOAAEO EEOOI OU EO 1106 Al Ei PDisOOAT O PAOO 1T &£ 160 AD

, TAT - AOO AEOAI T OAO O$AOAOIETET ¢ AZAAOI OO A& O Al ECE
OEA OEOI Aso , T AT - AOO Aiferhedt ahdiledds to AdddwerdwitADAAEO OAT O
previous bankruptcy or repossession4 EA |, T AT - AOO &!'1 OOAOAOd O! DPOAOE
derogatory credit history will not hurt your chances of qualifying for an auto title loan, since title

loans are based moreo® EA OAl OA 1T # Ul OO0 OAEEAI A86o

Payments structured to keep borrowers in debt

Many lenders offer one month or 30day loans, but permit interestonly payments with automatic

loan renewals. The Federal Trade Commission described this industry practicearcomplaint

ACAET OO &EOOO !'i AOEAAT 4EOI A ,ATAET C T &£ ' Al OCEAN
are often advertised as 30 day loans. Title loans have high interest rates and short repayment

periods, with payments due every month. In maninstances, however, the loans can be longer

term, high cost installment loans with payments due over several months. The typical APR of a car

OEOI A 1T AT AAT AA 1T OAO onnpkbs8 AAE AAAEOETT Al PDPAU
The averageAT 1 001 AO AT AO 11 6 OAPAU OEA 1T AT ET onm AAUON
of eight times. Loan amounts differ but typically are $1,000 and up to $10,000. The lender takes

Dl OOAOGOETT 1T &£ OEA AT 100i AO38 O AA @sa mdrhadks 258ofthe AEAOCA
amount borrowed per month. For example, the amount of fees would be $250 per month and after

eight renewals, a consumer taking out the average loan amount of $1,000 would pay approximately
Achnnmn s€1 AAAO86

Under the Arizona feeschedulethat permits 204 percent annualinterest, a consumer borrowing
$500 for onemonth and renewing the loan eight times would pay a total of $765 in finance charges
while in debt nine months (original loan and eight renewals) for total payment of $1,265.

54 https://checkintocash.com/arizotifie-securedoans/viewed 8/4/15.
%5 http://cashtime.com/abouwis viewed 6/5/15.

58 www.mytiorico.com/titleloan-fags/viewed 6/2/15.

57 www.800loanmart.com/Faq.aspiewed 9/9/15

%8 Federal Trade Commission, Complaint, In the Matter of First American Title Lending of Georgia, LLC, Docke84&9,C
p. 2 athttps://www.ftc.gov/system/files/documents/cases/1506firstamericancmpt.pdf
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Loss of vehicle via repossession

"T 001 xAOO xET AAT 80 EAAD Ob xEOE EIT OCohdpaylaAT O DAUI
one-month loanrisk repossession. Arizona ranks second for repossessionmfrchase moneyauto

loans, just behind Nevada. Based on information tracking by Experian, about one in 66 auto loans

resulted in repossession in the first quarterof 2014, a rate of 1.52 percen® The rate of

repossessionin Arizona caused by title loans is not knowrbut can beestimated based on other

OOAOA OACOI.AOI OO OADPI 000

Sixty percent of New Mexico borrowers lost their cars to repossession in 2068.. Ax - AGEAT 8 O
regulator currently collects information from licensees for title loans costing 175 percerAPRor

more. Of that segment of the market, 41,000 title loans were written and 10,000 vehicles were
repossessed in 20141

An analysis of litigation records by CFA and CRL found that one in six borrowers (17%) incurred a
repossession fee, typically $350tosmtnmn xEEAE AOAOACAA EAI £ 1 £ OEA Al C
balance$2 Pew reports that between six and eleven percent of title loan borrowers have a car

repossessed annually and that a third of all title loan borrowers do not have another working

vehicle in ther household$3

According to state regulators! OEUT T A80O 1 AOCAOO 001 OAEOT T O 1 AT AAON
in Missouri in 2014 of which they sold 7,481, repossessing more veltés than the other lenders

that had at least ten storefronts in Missouri. That year, TitleMax made 49,000 loamsMissouri but

that does not reflect the total number of individual borrowers or vehicles at rislsince some

borrowers have more than one loan per yeat*

Virginia regulators reported that 12.5 percent of title loans in 2014 resulted in repossession
(19,368 loans)ss If Arizona lenders repossess at the same rafeer store as they do in Virgnia,

®Russ Wiles, ifAut o Repossessions: Only 1 state worse than Al
www.azcentral.com/story/money/business/2014/08/01/arimeacondworststatefor-vehcilerepossession viewed 6/1/15.

®OCRL, -MiCtalre Lending: A Road t o No wh-efleedingcaritleslvans/Gaditeonsi bl el endi
Infographic viewed 9/28/15.

0na Porter and Steve Fischmann, Altds ti me tsoet Bacampert he gr an
23, 2015 at http://nmpolitics.net/index/2015/12fitae-to-stopthe-grandtheftauto-of-title-loan-companies/ viewed 12/28/15

®CFA/ CRL ADrivenTittol eDilseansdtienrg: aChadr |t s | mpact on Consumers, o F
http://mww.responsiblelending.org/otheonsumetoans/cattitle-loans/researchnalysis/CRECarTitle-ReportFINAL. pdf

& www.pewtrusts.org/en/researelind-analysis/reports/2015/03/autitle-loans viewed 9/28/15
“wal ker Moskop, ATitlre-Maxdisepbhs s$es aigng nt Mo ssamds -of cars in
Dispatch, 9/21/15, at http://www.stltoday.com/business/local/titleisiéixriving-in-missouriandrepossessinthousandsf-

cars/article_d8ea72b887-5be481729d537ac94123.html

% Virginia State Corporation Commission, Bureau of Financial Institutions, 2014 Annual Report, p. 71 at
https://www.scc.virginia.gov/ISCONTERNET/bfi/annual/ar04L4.pdf .
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25,320 Arizona vehicles may have beerepossessed last year. This is based on 4Qessessions
per store in Virginia multiplied by the 633 licensed title lender locations in Arizona.

Collection fees, court and repossession costs

In addition to losing the borrowA 08 O @pdsdedsibnfohdefault also addstoAT OOT x A0 O

financial burdens. If contracts or refinancing agreements providéor it, Arizona permits lenders to
AT11AAO A OOAAOietobtaficdlectioh dnditiordey & féels iDthe &enonemployees

as well ascourt costsé® Court dockets routinely siow the extra costs added to title loans when

lenders sue. For example, the judgment entered in Maricopa County Justice Court on a title loan

debt included $500 for the loan principal, plus $384 in costs, $400 for thellekAA O3 O AOOT O1 AU &
$257in interest owed. The costsotaled $784 to collect $757in loan and interests?

Deficiency balances

Arizona permits creditors to collect deficiency balances if sale of the repossessed vehicle does not

cover the amount owed on the loan plus the cost oépossession and other fees. Lenders can sue

AT 00T xAOO xEI Z£ZAEI O DPAU OEA AAEEAEAT AU AAI AT AAS
you default, we may repossess and sell your Vehicle. If we sell your Vehicle, you may not receive

any proceed from the sale because of the costs incurred, AND you may be liable to pay additional

funds if the proceeds from the sale of your Vehicle are not sufficient to cover your debt plus the

AT 000 1T £ OADPI GBOAvOdatEs rdcommend thabikle Idnérs be banned fromboth

repossessing a vehicle andollecting deficiency balances. t&tes with that protection include

Delaware, Idaho, Mississippi, Nevada, South Dakota, Tennessee, Utah, Virginia, and Wiscénsin.

Threat of criminal sanctions

Some ttle lenders include language in their contracts from the Arizona criminal code that warns

AAT 00 OEA DPAT Al OEAO &I O ZAEIEIT ¢ Oi OOOOAT AAO A OA
A.R.S. 131813 it is unlawful to fail to return a motor vehicle sibject to a security interest within

jomq AAUO AEOAO OAAAEOEI C 11 OEAA T &£ AAEAOI 08 511 A
security interest is a stolen vehicle for purposes of A.R.S.-4845 and is a Class 6 felony which

56 A.R.S. § 44289 A.

57 Justice Courts Case Information, Case Number CG20022), filed 11/8/2013, at
http://justicecourts.maricopa.gov/FindACase/caselnfo.asp?caseNumber=CC2013200420000 viewed 1/11/16

% Agreement & Disclosure Statement Secondary Motor Vehicle Finance Transaction, A Speedy Cash, signed 1/9/15, page 8. On
file with CFA.

®Consumer FederatiTon!l ef LAmar Regul@€Camon as of December 2012, 0
http://consumerfed.org/pdfs/Resources.CTL.StateLawTermChart12.2.12.pdf viewed 1/11/16.
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carriesamaximumpé Al OU T £ A Apuvnhnnn ZAET A AT A p8uv UAAOO
Apparently no distinction is made between purchase money auto loans and smaller title loans.

These risks and added expensdikely contribute to borrowers only making minimal payments and

staying in high-cost debt to avoid losing their vehicles to repossason and incurring added coss$ for
collections and deficiencies.

01 Stop Money Centers, LLC contract, dated 1/08/15, on file with CFA. Silailguage in Cash Time Title Loans, Inc.
contract signed 3/14/13, on file with CFA.
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Arizona Title/Registration Loan Survey and Findings

Method

CFAconstructed a list of lenders licensed to offer title loans in ArizonaThe Arizona Department of

Financial Institutions does not post a list of car title loan licensees, but includes companies that

i AEA OEOI A 1TAT O ET OE Alist thaOaBA iacludes darlddalerarg@l Edr 1dan AA6 1 E
acceptance companiesWhile most title lenders are licensed as sales finance companies, there are a

few that operate under the Consumer Lender law and the Advance Fee Loan Broker l&ince

there is no dficial list of licensed title lenders, surveyors ompiled a master list of Arizona licensees

from sales finance, consumer lender, and advanceefan broker licensee lists. We regwed

websitesfor licensees that haveahem and surveyed 17stores. CFAollected loan contracts and

reviewed court cases against lenders andcanned press stories to learn about loan terms and

consumer experiences

In addition to the master list of licensed dan locations (total 633), CFAompared the payday lender
licensees from 2007 with our list of car title loan licensees as of mi®015. CFA compared the list of
title lender licensed locations with the Electronic Lien and Title list to identify which licensees are
able to file and release lienait the Motor Vehicle Depament. In the process we identified several
companies that have ELT numbers, offer title loans in Arizona, but are not listed on any DFI licensee
lists. The licensedist we used was current as of mieR015, and we recognize that stores open and
close ard that our list may not have captured albpen and operating title loan stores. We did not
compare the licensee list with all marketing and listings of loan operations and do not include
unlicensed lenders in this study.

Types of loans offered

AIAGO TTA T EAAT OAA 1T £EAOO 11 AT O OA ASOraeAchderd afferAl AAO C
loans to consumers who still have a small balance on their car purchase loans. In those cases, the

lender pays off the original loan and extends additionairedit to the borrower, thereby obtaining a

first lien on the title to secure the loan.

Twenty companies also make registration loasto consumers who do not hold clear title to
vehicles. These companies account for almost half of the total title loastores in Arizona. Of these
twenty companies,Best Choice Loan Solution®cated in Yumaonly makes registration loanswhile
the others offer both title and registration loans.
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Size of title loans offered

Title loansoffered in Arizonarange from $100 to % million.”2 According to Pev, the typical title

loan nationally is $1,000. Arizona does not require licensees to report on title lending operations

and provides no data on the average size loan or range of loans madée maximum loan size

offered by the single payment lenders ranges from $2,500 (ACE Cash Express) to $25,000
(Buckeye/CheckSmart). Checkmate Express does not disclose a maximum loan size but loans up to

ov DPAOAAT O T &£# OEA AAEO | AOEAO OAI OA 1T &£ OEA AT OOI x

Titleloal © ADPPAAO O1 AA &£ O 1 AOCAO Aii1l 01 60 OEAT OOACEC
secured by a first lien on a vehicle.

Arizona loan costs and disclosures

Lenders tend to charge the legal maximum for title and registration loans, although some rkat

refinancing of existing loans from competitors to get a lower rate. A few licensees agttise that

they charge less than the maximum legal rate: AT T O 2A 01 OOAAOSE 400AT 4EOI A, 1
36 percent APR rate for online title loans in Arizon& Goldcrest Financial® says it charges 50

percent less than the competition as does Mo Money Pawnwhile Downtown Title Loanss says its

rates are the bwest in the quad cities.Presto Auto Loans, Iné¢ advertisesloans at ¥ the legal rate

Some lendersadvertise a monthly rate without also disclosing the Annual Percentage Rate. Presto

Title Loans displays a 5 percent MPR in several locations on its website with no mention of the

Annual Percentage Rat&. Phoenix Title Loans posts a 5 percent rate o®iO x AADACA OEOI AA
OEA |, 1T xAOO ) Mtd OB GasizgAL ORI RIGsoN posts a large sign in its window
POT I TOETC O,1x 2A0A0A I O (Fibure 6)7°0 x b8 .17 $1T AOiI AT O

"L Blackford Financial Group at www.blackfordfinancialgroup.com/rédéesterms last viewed 1/13/16. Lender claims to be
endorsed by the Barrettickson Auction Companyd to lend on collector vehicles.

2 www.turbotitleloan.com/rates?s=Arizona viewed 6/8/15
B“http://www.nocredittitleloans.com/ |l ast viewed 1/13/16 fi We

" http://ww.momoneytitleloans.com/faq lastviewed 13/ 16 fiWhi l e some title |l enders do c
Title Loans charges up to 50% less than our competition. o

®“http://downtowntitleloans.com/ | ast viewed -iydléddé&o AOur ti
78 http://www.prestoautoloans.com/ last viewed 1/13/16

" http:/lwww.prestoautoloans.com/ last viewed, 1/6/16

"8 https://www.phoenixtitleloans.com/loweistterestrates/ viewed 1/6/16

® Surveyor visit to Auto Cash Leasing LLC store at 4551 EeByay, Tucson, August 2015.
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Other title lenders that advertise or post a monthly percentge rate without equal billing for the
APR include Title Loan Guy LLC/The Gold G#Gold Star Pawn & Loa#f! Interstate Lending, LLG?
Arizona EZPawn (licensee National Cash & Credi#},and Oasis Title Loan8*

Figure 6. Auto Cash Title Loans advertises a monthly rate

[/ 7\ DR

Source: CEIl Photo of Auto Cash Leasing, LLC, Tucson, AZ 8/13/15.

80 hitp:/iwww.thegoldguysw.com/caititle-loansphoenixmesac hand |l er / | ast viewed 1/ 13/ 16 i The
AfiThe interest ratesO%rmoosbhy!| § BalewseRi MT&nce License 092054
8 http://pawnscottsdale.com/tileanss c ot t sdal e/ | ast viewed 1/13/16 Title |l oan
month). o

82 http://www.interstatelending.net/ last viewed 1/13/16

Shitp://www.azezpawn.com/tittwan-application.aspx lastviewe 1/ 13/ 16 Titl e | oans cost 8% to 1

Loano up to $1,000 costs 17% monthly.

8 http:/ww.oasisinsurance.com/loaimgo-auto.html last viewed 1/13/16. Loan cost chart displays only monthly rate for
Al nterest Percent aganRate Charged
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Somelenders make it difficult to determine the totalcost ofthe loanbefore consumers apply. ACE
Cash Express hides its title loan rate schedule on a medsyletin board, unlike their big-print sign
posting feesfor other products and check cashing. Loan fees are in small type on a sheet of paper
tacked to the bulletin board(Figure 7).

Figure 7. ACE Cash Express store signs for title loan rates

Tarifa do procesamiento
Otros Cheques

amam.—"——m Clientes  $3.00

6 Giros de Dinero

MONET ORUERS
5054899/ 550 - 54999 $.89/8 99
$250- 349999 / $500 - $899.99 $1.49/5199

Source: CFA Photos of ACE Cash Express signs, Prescott, AZ, 8/13/15.
Allied Cash Advanceefusesto state loan coss prior to a completed application The Allied hand

out on requirements to get a loan spedithis outd, O,1T Al Appl EAAOGEIT 106006 AA
can be givin (secy®>

Figure 8. Allied Cash Advance brochures

8 Allied Cash Advance brochures and list of requirements obtained from store, 11/17/15. On file with CFA
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AALLIED

CASH ADVANCE.

RNulrod doo" T —
oy

b "Wme:* Statements for SS| etc
Voided Check or Direct o.po.u' m’
Completed Application

Required
Up'to ssoogn o 107 Title Loan

ALL YOU NEED TO APPLY:

MY Clear title with no liens

Vehicle registration

Proof of income

NO CHECKING
ACCOUNT NEEDED

Source: CFA Photo of Allied Cash Express Brochures, Prescott, AZ, 11/17/15.

Few lenders provide brochures or other consumer information on the cost of loans available prior
to a decisionto apply. A Fast Auto Loans clerk in Prescott refused to divulge the cost of loans
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Al OET OCE OEA Al 1 PAT UGB O ARG E® Ao loarEpbcd ibfor@diidhd ET Al O1 A
posted at TitleMax loan stores4 EA T 11 U AEOAI | OO0 Aateswlasinftiefie A T £ 4E]
printon OEAEO x AAOE O A 3Quik EaéhAsl ohe®@Qle few Brlgshi@display prominent

cost disclosure postersn storesshowing the Annual Percentage Rate for loan'.

Extra fees and add-on products

Arizona law permits some fees to be added to theost of loans. Prior to 2013vhen the Arizona

Department of Financial Institutions issued guidanc@rohibiting t hem, some lenders charged a

OAT AOGi AT O POAPAOAOGEIT 1 6 AA Ave@id doldetdctaAylehde® EurrddtiyA AT OO
charging for document fees.

Some lenders charge the $4 ADOT lien fee, such as Manor Resource8% Iasis Title Loans LLC
charges aminimum $50 fee to release personal property in a repossessed &ar.1st Money Center
charges a 5 percent loan origination fee as a Consumer Lender, providing an example for a $1,000
loan repaid in two monthly installments with a $95 finance chargend 76 percent APR9

We found that some title lenders sell other products or services with loansOasis Title Loans LLC
offers Driver Club Roadside Assistance with its loar¥3. Fast Auto Loans, Inc. selitie Continental
Club Roadside Assistance prograf? A clerk told our surveyorin Tucsonthat the Continental Club
program costs $17 per month and can be dropped after the first monf.

Duration and payment schedules for title loans

Title loans have traditionally been onemonth loans, but longerterm installment schedules are now
offered by some lendergFigure 9). At least me Arizona licensee offers balloon payment loans.
Examples for each type:

86 \www.mytiorico.com/products/auttitle-loans/viewed 12/29/15. Pagadludes disclosures for loans in CA, NM, and AZ.
87 Survey, Tucson Quik Cash Store. August 2015

88 www.turbotitleloan.com/rates/?s=Arizorn@wed 6/8/15

8 Oasis Title Loans Agreement Addenduinked fromwww.oasisinsurance.com/loairgo-auto.htm) viewed 1/6/16.

9 https://1stmoneycenter.com/images/RateAndTermDetails/AXipged 6/4/15

91 www.oasisinsurance.com/loahsw-to.html viewed 1/6/16

2CFA, fdADriven Into Debt: CFA Car Title Loan Store and Online
http://www.consumerfed.org/pdfs/Car_Title Loan_Report 11170%p28

% Survey, Fast Ao Loans, Tucson, August 2015
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Installment Payment Loans: Five of the largest lenders offer larger loans that are repaid in
installments, with loan terms up to two years for TitleMax/TitleBucks, Check Into Cash, and Tio
Rico and loan terms up to four years from Cash Time Title Loans and LoanMaiithe maximum

loan size for the installment title lenders rangs from $10,000 (TitleMax/TitleBucks) to $100,000
(Cash Time Title Loans and Tio Rico.) The largest loan from online lender LoanMart is $50,000.
Long durationsfor large loansat triple -digit rates result in very largetotal payments. A $1,248 loan
costing 179.5percent APR and repaid in 52 biweekly installments cost an Arizona borrower total
payments of $4,476.3P4 A loan of $5,105 with a 108.4ercent APR and repaid in 24 monthly
installments costs a total $12,657to repay 3>

Single Payment Loans: Half of the tenlargest title lenders in Arizonaincluded in the surveyoffer
loans due in a month or 3Gays. A Buckeye Check Cashirgf Arizona, Inc. loan for $97Qlue in one
month included a $95finance charge and cost18.8 percent APRe® All of the singlepayment
lenders permit borrowers to makeinterest only payments and extend the loan. Check Into Cash
and 1 Stop Money Centers require that five percent ttie loan principle be reduced after three
interest-only renewals.

Balloon Payment Loans: _One of the lar@ Arizona title lenders discloses a balloon payment
structure in addition to installment payments. Cash Time Title Loans makes loans up to $100,000
with terms of six months to four years. On its website, Cash Time provides an example of a balloon
payment schedule linked from the Disclosure page under the headinghPR6 For loans paid bt
weekly, a $5®@ loan has 12interest-only payments of $39with a final $539 payment that includes
interest and the total loan principle. For that scenario,Cash Timeposts a 203.9446 APR and
$509.86interest for total payments of $1,009.860r credit extended less than six months

A Cash Time$500 loan repaid on a monthly schedule hathree $85.94payments, two $83.17
payments and a final $5834 payment. That loarcosts 2046 APR, $510nterest and total
payments of $1,d0. The $2,500 loan example paid hiveekly includes 12 payments of $173 and a
final $2,673 payment, with the APR 180%, a $16 fee, $2,2%@ interest for total payments $4,750°7
A Cash Time contracélsoillustrates the cost of a balloon payment structure. After twlve bi-
weekly interest and feeonly payments and a final payment of principal and interest, a Mesa
consumer paid almost twice the amount boowed for a loan costing 182percent APR8

Figure 9. Loan terms at the largest title Arizona title lenders by licensee

9 Contract, Todd Car Title, Inc., DBA A Speedy Cash, on file with CFA.

% Contract, TitleMax of Arizona Inc. DBA TitleMax, 5/8/15, on file with CFA.

% Buckeye Check Cashing of Arizona, Inc. title loan contract 2/25/15|eowith CFA.

9Cash Time Disclosures at http://cashtime.com/disclosures links to examples of payment schedules for Title Loans and Personal
Loans ahttps://cashtimecmstest.blob.core.windows.net/imagecontainer/Documents/APR%20Fees%20Interest%2008.11.15.pdf

last viewed 12/30/15.

% Contract, Cash Time Title Loans, Inc., August 2012, on file with CFA.
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Licensee Min/Max Loan Min/Max Term Cost Schedule
. . Up to Monthly
TitleMax/TitleBucks $250-$10,000 2 years 204%° installments
ACE Cash Express $100-$2,500 30 days Up to 204% Single
Fast Auto Loans $50-$15,000 30 days Up to 204% Single
Up to
Check Into Cash Up to $25,000 18-24 months 2049190 Installments
Buckeye/CheckSmart $100-$25,000 One month Up to 204% Single
Cash Time Title $100-$100,000 6 mon.i 4 Up to 204% .Balloon or
Loans years installments
Allied Cash Express $100-$5,000 30 days Up t?m Single
’ 185%
0,
Checkmate Express U o .65/0 O [F One month Up to 204% Single
of vehicle
Bi-weekly or
Auto Now/Tio Rico $100-$100,000 6 to 24 months  Up to 204% Semi-monthly
Installments
180% for a
LoanMax $100-$10,000 30 days $2,500 loan, Single
quote
cllboEnbiELif el $1,500-$50,000  24-48 months  Up to 180% LSty
Financial Installments

Source: CFA review of lender websites, store surveys and contracts.
Requirements to get title loans

The typical requirements to qualify for a title loan are clear title to a vehicle, registration ithe
AT OOT xA08O T AI Ah CT OAOT i KA® 6EOA ATEGRRAEEORAO BIOT TOB A BE A
statements or pay stubs, proof of addresgnd age 18 years or older. Some lenders require a

% TitleMax/TitleBucks posts no cost information its website or in stores. Clerks quoted a monthly 16.99% rate (which is
204% annual rate) at a TitleBucks store and 179.88% APR at a TitleMax store in Tucson in August 2015. Contract for a
$5,105.95 TitleMax loan, 24 monthly installments, 108.4% APRSSH7 19 finance charge, total repaid $12,657.14. Contract
dated 5/8/15, on file with CFA.

190 Check Into Cash posts no cost information on its website or in stores. Clerk in Tucson store during August 2015 quoted
monthly rates per loan size and also queatedte of $2.50 per day.

101 Allied Cash Express posts no cost information in stores, and an Allied brochure states that cost information is provided only
after a completed loan application. Clerk in Tucson quoted a range of rates up to 185% butmdifyahe size loan.
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duplicate set of car keys. Larger loans may require a showing of insurance coverage. For example,
Tio Rico requiresfull coverage insurance for loans over $2,508°2

Marketing Inducements

Several title lenders we visitedat stores or onlineoffer money to their customers who refer new
borrowers who then obtain loans. Arizona Auto Lenders/MaxCasH.oan Center offers a $20 gift
card for successful referralst®3 Car Finance LL&4 and 1 Stop Money Centet8> pay $25; CaskN-
Go, LL@% offers $50; and Auto Title Loans USA 1A€7 offers $100 off the first payment for
referrals capped at $500.

Advertisementsfrom title loan companiespromote quick and easy credit and low risk of

AT OOT xET Cc8 4ET 2EAT 4A ' UOAA EAO AEI T AT AOAO AAOI
OAUI AT 066 &I O EOO 4EOI A T AT O AT A 0AO@GibuweAdd). , 1T AT O
4EOQI A-Ag 001 O 46 AAO OEI xEI C EAPPU AOOOI T AOO O1 00
got my title back with Titlemax.4t98

Figurel0. Tio Rico Billboard advertises title and personal loans

102 yww.mytiorico.com/getpersonatitle-loans/ viewed 11/16/15.

103 \axCash Loan Center business card, obtained at Prescott Valley store, 7/14/15. On file with CFA.

194 http://downtowntitleloans.com viewed 1/13/16

1951 StopMoney Centsr, LLC payment receipt, 1/15/15, fARefer a friend f
with CFA

108 www.azcashngo.com/apphynline/ viewed 6/2/15.

Ywww. phoeni xtitleloan.com/ viewed 6/2/15. iRefer a friend o
di scounts up to $500 off your current, or future auto title

108 https://www.youtube.com/watch ?CbWNimwe8 YouTube example of TitleMax television advertising.
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- . TIO RIC
SAYSYES

Title Loans - Personal Loans

MyTioRico.com » 602-322.1010

Source: Photo of Tio Rico Billboard, Phoenix, AZ 10/2/15.

Registration loan terms

Our survey identified twenty companies with almost half of the title loan licensee locations (310)

OEAO | £AFEAO OOA CE aligit#dd Buthbriaed forl SAcor@aryMdtoréniel® Finknce

Transaction loans (title loans.) Several of the large national chains of title lenders do not offer the

Ol ENOGAT U ! OEUITA OOACEOOOAOEITO6 1T1TAT POI AOAOR ETA
Wheels Financial/800LoanMart.

Many oftheOOACEOOOAOET T o6 1 AT AROO AOA &£ Oi A0 PAUAAU 1 Al
Cash Advance. Some lenders use product names to convey a loan secured by a vehicle, such as AAA

~ o~ 2 oA N £omn A o Ao

1 OO1 4EOQI AT#A0Ep O4EOI A %NOEOU 3 AAGGA A& EAAE ol QAT £

#EAAETI AOA %@bOAOO8O O! OEUTTA 1 801 wNOEOU , 1 AT 846 !
)T OAOAOO 40AT OAAOGEI T 6 11 A1 08 | OEAO 1 EAAT OAAGSE 1A
#1171 001 AO |, AT AAO 11 ATGE A WDaaerOMACES 1, A0 G0 00T 1T AT,
AO p 301D -TTAU #A1T OAOON O#ETEAA T AT 6 AOG '11EAA

2ANOEOAIT AT 6O O 1T AGAET A OOACEOOOAOEITO6 11 AT OUDE

identification, and proof of residency and inome. Lenders do not ask for or retain a title to the
OAEEAI A8 yl AT OxAO O OEA &!1 &£ O OEOI A AT A OACGE
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iITATed p 301D -1T1TAU #A1T OAOO OOABAOG 091 6 AAO OACE
1T AP8O

)0 EO 110 Al AAO OEAO 1 EAAT OAAO 1T £AEAOET ¢ OOACEOOOA
I EAT 11 OEA AT OOl xAOG& O Céash Esedfallefies in 201 0itoadk@d st # EAAE )
lienholder for permission to add a second lien to the title. The letter addressed to the Primary Lien
(TTARO OOAOCAO O)1T 1T OAAO O1 1 ARG OEA OANOEOAIT AT 6O

subordinate lien, please sign below indicating your consent that Check into Cash (either directly or
through VINtek or some other agent) may take all steps necessary to note our subordinate lien on
OEEO OARE A Chick b Odshicik told our surveyor in 2@Lthat their only legal
requirement is to ask the lienholder for permission to add a second lien, but that loans are made as
Secondary Motor Vehicle Finance Transaction loans before the letter is sent and regardless of the
responselll

Consumers who obtaira registration loan sign contracts that may result in the loan being

transformed into a first lien title loan. For example, a 1 Stop Money Centers, LLC contract states:
O3%#/ .$ ,)%. 42" .31 #4)/.d )& "12217%2 1 AOAET O A 3
BORROWE xEI 1 11710 AAEZAOI O 11 "/ 22/ 7%2863 AEOOO 1 EAT 1
and every payment owed to the first lien holder and perform every other term under that loan.

"] 22/ 7%263 OECI AOOOA AAI T x AOOEIT OEUArholdetand %2 O A
obtain the status and other information concerning that loan. BORROWER further authorizes

, %. $%2h AO EOO OiI1 A AEOAOAOEITh OI DPOOAEAOA 10 PA

Ol A1 OxAOA "1 22/ 7%263 OBORRABWER AiGhérEoiilica thaddny O |, %. $ %2
agreement BORROWER has with the first lien holder or anyone else does not preclude BORROWER
AOT I COATOET C , %. $%2 A 1 EAT12]aABpeddy Qaghcant@2tdnGudes] O O 6

OEIlI El AO 1 AT ¢ OA C Amof ybuk I8dn lyal agdde @ signiandAlkdd By our Vehicle

Storage and Towing Agreement, which terms are incorporated herein by reference and are subject

01 OEA ! OAEOOAOGET 1T HXOAAT AT O OAO 100 AAIT T x846

4A01T O £l O OOACEOOOAOGE] lvidersiiniAdzdn® sheil tie mididn aBdAT 1 AOCAO
maximum size loans, the term for payment of the loan, cost and payment schedule (Figure 11).

)T £ Of AGETT xAO AT11AAOGAA &£O0Ti1 1 AT AAOOGS xAAOGEOAON

108 consumer information materials, 1 Stop Money Centers, LLC, initialed by borrower 1/8/2015, on file with CFA.

Wcheck I nto Cash of Arizona, Inc. fAimpertAantnCio®nomsr Reiqar sb
sent 6/11/10. On file with CFA.

111 Check Into Cash store visit, 7/15/15.
112 Contract, 1 Stop Money Centers, LLC, signed 1/8/2015, on file with CFA.

BHFAgreement & Disclosure St dtnemert ,Tr3eacarcdadroyn , Mo tTord dV eChairc ITd t
Cash, on file with CFA.
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Figure 11. Ten largest registration lenders in Arizona loan terms

Licensee Min/Max Loan Min/Max Term Cost Schedule
Up to Single pay,
ACE Cash Express $100 to $1,500 14 to 30 days 204% Renew, 101
Single pay,
Buckeye Check Cashing of fiBased on i 14days,due 167% Renew,
Arizona/CheckSmart and ef%ui ty e onpayday 10. Install. if
$1,000
. Single pay,
et it Casi Of ~MZoTe, Up to $500 30 days 167%"° Renew int.
Inc.
+ 5% of loan
. . 12 months or Up to Install pay on
Cash Time Title Loans, Inc. $100 to $1,500 lesst? 204% pay dates
Allied Cash Advance Arizona $250 to $5,000 30 days to 18 ) Single/install.
LLC mon. on pay dates
Checkmate Express Up to .
Corporation $100 to $1,000 Month 204% Corporation
. . . $100 to $1,000 or
Auto Now F_|nar_1C|aI Services, 30% monthly income 6 to 9 months 204% Installment
Inc. d/b/a Tio Rico Te Ayuda on pay dates
post tax
Up to Monthly or Bi-
1 Stop Money Centers, LLC Up to $1,500 1 to 45 days P monthly
204%
Renew, |10
A Speedy Cash Car Title Up to Installment
Loans, LLC DD R L) e 204% on pay dates
A Ui Leghis LS gnsin?:omte gnd 52 % 90 days Ui Installment
d/b/a Cash1 e quityo 4 204%

Source: CFA review of lender websites, store surveys and sample of contracts.

14 Borrower can pay interest only and renew the loan. Store visit, Prescott, AZ, 1/19/15.
115 survey, CheckSmart store, Tucson, August 2015
18 store clerk in Tucson quote. Nost information posted in store. Max loan $300 in Tucson, $500 in Prescott.

117 store clerk in Tucson stated max term 6 months, can renew
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Registration loans similar to payday loans per Proposition 200

Features of both products:

1 Cost Triple -Digit Rates: Lenders quoted the maximum rate permitted for titleand registration
loans, ranging from 204 percent annual finance rate to as low as 167 percent quoted by some
store clerks. Payday loans per Prop 200 would have been capped at $15 per $100, compared to
the $17 per $100 permitted for title/registration loans up to $500 and$15 per $100 for loans
up to $2,500. The resulting APR differs, based on the term of the loan, but the dollar cost is
higher for small title/registration loans up to $500 and the payday loan rate of $15 per $100 is
charged fortitle and registration loans five times the size of a Prop 200 paydalxz;an.118

1 Small Dollar Loan: Loan size rangdor registration loans isfrom $50 to $5,000, with seven of
OEA OAT 1 AOCAOGO 1 AT AAROO 1T A£AEAOCET C 1T TATO 1T &£ Aphumr
Check Into Cah is $500™*° Loans secured by vehicle titles are generally for larger amounts
with the national average title loan at $1,000 according to Pew researciihe maximum Prop
200 paydayloan would have been $500.

1 Payments Due on Pay Dates Five of theten largest registrationlenders require payment in a
single payment on theA T OO T wrekt Payday or within a month or two. These lenders
generally permit borrowers to pay only the finance chargeand renew the loan indefinitely.
Check Into Cash requirea 5 percent reduction in the loan each time it is renewetf° The other
OOACEOOOAOGETTO6 1 ATAAOO EAOGA ET OOAT 1T AT O PAUI AT O
AT 00T xA0OB86 O b A U-wekldyOshrhimontt, Arénerih@. PAoR 200 loans would have
hadted O T &£ ZEOA O ocuv AAUOh xEOE DAUI AT O OUDPEAAI I

f Lend without Ability to Repay Determination : 02 ACEOOOAOGET 146 1 AT AAOO Al A
Ul 60 A OA Atiis@iy not idportadt & El@d Cash Advance does not check o x AO O 8
credit reports, for example. Payday loans have been widely criticized for failure to determine
ability to repay.121

8Bal |l ot pedia, AArizona Payday Loan Reform, Proposition 200 (
https://ballotpediarg/Arizona_Payday Loan_Reform_Proposition_200_(2008) viewed 1/4/16.

19 https://checkintocash.com/arizotiie-securedoans/ viewed 8/4/15.
120 Check Into Cash store visit, Prescott, Arizona, 7/15/15.
lconsumer Financial Protection Bureau, Press Release, AThe C

Consumers in Debt,o 4/2/ 13, ht t pcfpb-fihdsrpaydayanotdepositadyanddoansgamc e . go v / n
trap-consumersn-debt/last viewed 1/20/16.
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T 3AAOOA ,T AT O xEOE "1 OOEKAOB&E OBREOARATI ADOAOO 00/
require borrowers to provide ablankd® OT EA AEAAER A AAAEO AAOAR Al
card, or an Automated Clearing House (ACH) authorization form to permit the lender to directly
withdraw funds if not paid on the due date. These lenders include: ACE Cash Express,
Buckeye/CheckSmart Cash Time, Allied Cash Advance, Auto Now/Tio Rico; Checkmate, A
Speedy Cash, 1 Stop Monp€enters, and AAA Auto/Cash1Prop 200 would have permitted
DAUAAU 11T AT O OAAOOAA Au AEAAEO EAT A O1 OElI DPAUAAL
accountswhil e the Secondary Motor Vehicle Finance Transaction law is silent on securing loans
xEOE AEOAAO AAAAOGO O OEA Al OOT1jx3RA0% OO, ARIT AR AR Al AN

"ATE 1 AAT OT O ' AAAOGO 214011 "1 001 xAOOhd DACA
O2ACEOOOAOGEI TS 1T AT O AOA OEA OAI A POIT AGAO AO AiI160O
with fewer protections.! AT I PAOEOIT T 1T £ OEA DPOI OEOEITO 1T £ ! OEUI

Finance Transaction section of the Sales Finance law with the Gomer Lender law illustrates the
weaknesses of the current legal status of title loan&igure 12).
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Figure 12. Comparison on Arizona Consumer Lender and Title Loan Laws

T

Term ‘ Consumer Lenders Act Title Loan Provision
Code A.R.S. § 6-601 to 6-638 A.R.S. § 44-281(13), 289, 291(G)
License AZ DFI Consumer Lender AZ DFI Sales Finance
Definition Consumer loans, open or closed-end, secured Loan secured by equityinor | i en on b
or unsecured vehicle, non-purchase credit
Maximum Loan $10,000 No limit.
Amount
Maximum Interest 36% on first $3,000 17%/mon., 204% yr. to$500
Rate 24% on remainder 15%/mon., 180% yr. to $2,500
13%/mon., 156% yr. to $5,000
10%/mon., 120% yr. over $5,000
Fees Orig. Fee 5% of loan to $150 Late pay fee 5% unpaid balance after ten days
Recording fees or non-file insurance Prohibits other fees, i.e. loan documentation fees
Prohibits other fees
Maximum Term 24 mon. + 15 days, to $1,000 No term limits
36 mon. + 15 days, to $2,500
48 mon. + 15 days, to $4,000
60 mon. + 15 days, to $6,000
Any agreed term, over $6,000
APR Example 6-mon. $500 Loan =54% APR 30-day $2,000 Loan = 179.95% APR
2-yr. $2,000 Loan = 41% APR 13 bi-weekly $465 loan = 206.28% APR
24 mon. $5,105.95 Loan = 108.3% APR
Disclosure TILA Annual Finance Rate, monthly rate times 12, TILA
If Overcharge: Void, loans up to $5,000 Void
No finance charge, loans over $5,000
Extra Products Property insurance on collateral; Credit life, Insurance on vehicle
disability, unemployment insurance per
regulated rates
Refinance Limits Prohibits loan origination fee if loan refinanced No limits
within 1 yr.
Payment Schedule Prohibits balloon payments, irregular No protections
installments. Requires approximately equal
periodic installments.
Prepayment Penalty  Prepayment allowed at any time. Use actuarial
rate. Prepaid finance charges prohibited.
Underwriting Silent Silent
Report Annual report per DFI form; APRs for sample None. License renewal requires financial reports
Requirements loans, public. Detailed annual report to DFI filed with DFI. No public info.
Anti-evasion Yes No
Referral Fees Prohibited No protections
Collections Coll ection costs, attorr
contract.
Unlicensed Loans void Loans void
Electronic Loans can be made electronically

Source: Consumer Federation of America review of A.R.S. § 6-601 to 6-638 and A.R.S. § 44-281(13), 289, 291(G)
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Arizona Title Lender Licensing and Supervision

Sales finance companies making loans under ti8econdary Motor Vehicle Financial Transaction

section are licensed per A. R. S:122(7)(D) by the Arizona Department of Financial Institutions

which also licenses Consumer Lenders and registers Advanced Fee Loan Brokers. Title lenders are

licensed underthe same statute as car dealers, retail installment sales contract buyers, and holders

of motor vehicle retail installment contracts as Sales Finance Companies for licensing purposes by

$&) xEEAE 11 O0AO(q O4EEO , EAAT Odd, ibwboleANpAE D hd 1T £ Al
business of purchasing retail installment contracts from one or more retail sellers. This License is

also required of any person whom is engaged, in whole or in part, in the business of creating or

holding motor vehicle retail installment contracts exceeding a total aggregate outstanding

indebtedness of $50,000. The License also includes any company commonly known as a title lender
OEAO Al1iT x0 AT1 001 A0OO O1 Al ool x 111 A AAOGAA 11 OE

Arizona regulators do not have a total list of licensees who make title load33 Although they ask in
the application processt?4 DFI does not require Sales Finance licensees to disclose that they offer
title loans and does not provide a public list of licensed title lenders.

The Arizona Department of Financial Institutions charges $800 for a new application filed for a
Sales Fimnce Company license and $250 for Sales Finance Company Branch Office Applications.
Renewals cost $500 plus $200 per branck>

Since the statute authorizing title loans has no mandatory supervision provision, DFI does not
routinely examine licensed title lenders nor does it supervise those entities, according to the
Superintendent126 DFI has examined Sales Finance companies as a result of complaints, and has
brought several enforcement actions involving licensees that make title loans. By comparison,|DF
is required to examine Consumer Lender licensees at least every five years (A.R-R2%B)(3) as

well as Advance Fee Loan Brokers (A.R.S182(B)(3).

2Arizona Department of Financial Institutions, fMotor Vehicl
www.azdfi.gov/Licensing/LicensinginServ/SF/SF.html viewed 6/3/15.

ZEryjica Lang, fAArizona autobwitmeuhbiang oébercquidkbadosidayet
http://ktar.com/story/809581/arizoraatctitle-loansoffer-quick-holiday-cashbut-mountingdebtcould-be-sideeffect/ last
viewed 1/14/16

124 Arizona Department of Financial Institutions, DFténse Application Sales Finance Companies, Item 5 Business Conduct,

D, AWill you engage in secondary motor -bebksl|l @0f Ahance trans
http://www.azdfi.gov/Licensing/LicensinginServ/Forms/FE.C-AP-SFApplicaton.pdf?sfursn=0 The same question is asked

on license renewal forms.

125 Id

®Maria Polletta, fAQuick | oans, or quicksand? Title lenders s
http://www.azcentral.com/story/news/local/mesa/2014/06/204/tleelendersgive-additionathigh-risk-option/11061451/ last
viewed 1/14/16
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When Sales Finance licensees seek to renew their licenses, DFI requires a current annual financial
report to include a balarce statement and income & losstatement and a written explanation for a
negative net worth. There is no requirement that Sales Finance licensees file annual reports on the
conduct of title lending business as some other states regja. DFI issues no aggregate annual
report to inform the public or policymakers about the operation of title lending in Arizona. The
quarterly public report required for Consumer Lenders that shows the rates being charged for
sample loans is not requiredor title lenders under the Sales Finance licensing program.

By comparison, Consumer Lender licensees file extensive annual reports with B¥Iwhich include
annual information on the size and duration and security used for Consumer Lender loans as well
asinformation on defaults, judgments, repossessions and wage assignments. AZDFI does not
publish an annual aggregate report for Consumer Lenders providing this information to the public
or policymakers.

Title lenders hold multiple Arizona licenses

While most companies offering title loans in Arizona are licensed as Sales Finance companies,
several companies hold more than one license with the Department of Financial Institutions. For
example, ACE Cash Express is also licensed as a Consumer Lenitle®d locations licensed on
November 10, 2010. We have not found any loan products currently being offered by ACE that fit
the terms of the Consumer Lender law, although ACE reported to DFI that it made loans at 36
percent128 Check Into Cash of Arizondnc. licensed 32 locations as Consumer Lenders starting on
March 11, 2014.

Todd Car Title, Inc./Speedy Cash licenses 13 locations as Consumer Lenders and 14 locations as
Advance Fee Loan Brokers at the same addresses on the Sales Finance licenseerliat$Speedy
Cash or Todd Title Loan$2°

DWK Enterprises, LLC/American Title Loans #1017 makes loans a£ansumer Lender licensee,
with loans of $750 to $25,000 for 30 day terms that can be renewed with payment of only the
interest. However, DWK report¢o AZDFIthat it chargestitle loan rates of 17 percent for a $500
unsecured consumer loan, payable in twelve equatonthly installments and 15 percent for a

127 A7DFI Consumer Lender Annual Report Instructions, at http://www.azdfi.gov/Licensing/LiceRsiSgrv/Forms/FHE.C-
FM-CL-Annual_Report_and_Instructions.pdf viewed 10/7/15

128 AZDFI Conaumer Loan Standard Rate of Charge Report, Quarterly Report as of 9 30 15 at
http://www.azdfi.gov/Consumers/PublicRecords/Forms/CLSROGERERP-CL-
2015%20AMENDED%20Consumer%20Loan%20Standard%20Rate%200f%20Charge%20Report%203rdqtr2015.pdf

129 AZDFI AdvanceFee Loan Brokers licensee list at
http://www.azdfi.gov/Consumers/Licensees/licenses.asp?list=ALB&name=Advanced%20Fee%20Loan%20Brokers last viewed
1/20/16. AZDFI Consumer Lenders licensee list at
http://www.azdfi.gov/Consumers/Licensees/licenses.asp?ligin@me=Consumer%20Lenders last viewed 1/20/16. AZDFI

Sale Finance Companies licensee list at
http://www.azdfi.gov/IConsumers/Licensees/licenses.asp?list=SF&name=Sales%20Finance%20Companies last viewed 1/20/16.
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$2,500 consumer loan secured by a motor vehicle, payable in thirgix equal monthly installments,

aAAT OAET ¢ OEA ! :$&)60 #11001 A0 ,1TAT 3O0APAROA 2A0A
American Title Loans website describes a typical title loan product, with a or@onth term that can

be extended by paying the interest dués3!

Buckeye Lending Solubns of Arizona, LLC at its headquarters address in Dublin, Ohio, obtained an
Advanced Fee Loan Broker licensen November 20, 2009. Buckeye is also licensed as a Sales

Finance company under the names Buckeye Check Cashing of Argdnc. and Bckeye Tile Loans,
Inc.

Arjizona Department of Financial Institutions, fAConsumer Loa
9/30/2015, http://www.azdfi.gov/Consumers/PublicRecords/Forms/CLSROEXRP-CL-
2015%20AMENDED%20Consumer%20Loan%20Standard%20Rate%20013a2(&%20Report%203rdqtr2015.pdf

181 https://americantitleloans.com/faqs/ viewed 7/6/15.

Consumer Federation of America | Southwest Center for Economic Integrity | page 46



Wrong Way: Wrecked by Debt - Auto Title Lending in Arizona

Arizona Car Title/Registration Loan Policy Discussion and
Recommendations

Arizona should repeal the Title Loan Law and regulate all consumer lenders under the
Consumer Lender Law which caps rates at 36 percent annual interest

Arizona voters in2008 strongly supported the 36% annual rate ca@and treating all small dollar

lenders equally when they voted against Prop 20@hich would have permanently authorized

triple -digit rate payday loans3 I O EhslnieAL&rder wcaps raes at up to 36% annual

interest plus a 5% administrative feewith tiered rates for larger loans up to $10,000. The only

exception to that generous rate cap is the 204 to 120% annual cap for title/registration loans\ith

OEA COI xOE 1T EAOOBADOEOADADEAT ®o61 OAAA AU OEOI A 1 AT AA
Motor Vehicle FinanceTransaction provision, more small loans are being made at tripleligit rates.

This resultsin extremely high-cost credit for vulnerable borrowers and unfair competiton between

sales finance licensees and consumer lendicensees making essentially the same loan.

Since the Consumer Financial Protection Bureau is prohibited from setting a federal usury caplyo

the Arizonalegislature can reduce the cost of titlefegistration loans by either lowering the rate cap

or by requiring title/registr ation loans to comply with the Consumer Lender law. Since a loan
OOAADOOAAS AU AT O1 AT ADI A A Ok Ansedukedl &l IdanAGzBia O1 A AA OA
lenders should notbe permitted to charge five times the rate for a title/registration loan as for all

other consumer loans

We recommend thatthe Arizona Secondary Motor Vehicle Finance Transaction section of the Code
be repealed and dlsmall dollar lendersbe licensed as and subject to th€onsumer Lender lawk32

The Consumer Lender law permits loans to be secured and unseed, closedend and openend

and applies toloans up to $10,000. Rates are capped at tiered rates, with loans up to $3,000 capped
at 36 percent plus a 5 percent administrative fee which maxes out at $150.

In addition to making loans more affordalde for borrowers, consolidation of small loan regulation
under one program wouldprovide improvements inlicensing and supervision. It would also

eliminate duplicate licensing now held by some lenders Repeal of the Secondary Motor Vehicle
FinanceTransaction law would put all small dollar lenders on a level legal status andnsplify

licensing and regulation.

Repealing the Secondary Motor Vetie Finance Transaction law willalso eliminate the conflicting
and confusing Arizona Annual Finance Rateisclosure requirement which has to becomputed by
multiplying the monthly rate by 12.133 As a resultof this requirement, Arizona ban contracts

include both the federallyrequired Truth in Lending Act annual percentage ratéAPR)disclosure

2 A R.S. §6:601 to 639

138 AR.S. §44291G
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box and the Arizona annual finance ratelisclosureswhich are often different numbers For

example, CARCASH USA by Roma USA posts a 145.03607% APR and a 14@%0@%thual Finance
Rate for a $3,084 loan repaid in three monthly installment334 A Speedy Cash Car Title Loan
discloses 177.994% APR and 180 percent annual finance rate on a contract for a $1,482 loan repaid
in 24 monthly installments with total payments o $5,635.9613> A Cash Time Title Loans contract
discloses both the 182.47 percent APR as well as 180.00 percennual finance ratel36 The
contradictory annual cost disclosures deprive consumers of aezr price tag for loans and addo

the compliance requrements for lenders.

Regulating all small dollar cash loaa under the consumer lender lavwill:

1 Treatlenders equally and provide fair competition among licensed small loan companies in
Arizona.

1 Streamline regulation . Arizona now hastwo different laws with two different sets of
protections and loan term limitsfor similar products. Some lenders, such as Ace Cash Express,
have two types of licenses.Repeal of the title loan carveout will simplify licensing and
supervision by the Department of Financial Institutions.

1 Improve consumer protections and lower rates by applyingthe Consumer lender law to all
small dollar loans. Sales finance Secondary Motor Vehi€lmanceTransaction law permits
triple-AECEO OAOAO Abads whilé thedddrduinAraend@iladv cdps rates aup to
36% annual interest plus a 5% fedor secured and unsecured loansThe Consumer Lender law
has a more robust set of protections than the sales finance section of the Code.

1 Recognize that the title loan product has changed since 2000 and is not a single paynten
one-month small loansecured by a clear title Surveyed lender®ffer long-term installment
payments and/or automatic renewals with interest-only payments that make thes®© 1 1 A
mi T OE 6 lomglteAr rédatively large debts and should be subject tahe same requirements
as equivalent consumer loans.

9 Improve supervision of title lenders and information for policymakers . QlesFinance
licensees are not inspecte@xcept on the basis of complats and file no annual report
information with regulators other than their financial reports. No public information is
compiled for title lender licensees.Consumer Lenders are inspected and have extensive
reporting requirements, including the number ofvehicles repossessed each yeaPolicymakers
and the public should receive aggregated annual reports based on information submitted by all
licensees.

134 Contract, CARCASH USA by Roma USA, 6/17/13, on file with CFA.
135 A Speedy Cash Car title Loans, LLC, contract, 1/9¢t5file with CFA.

136 Cash Time Title Loans, Inc. contract, 8/12/12, on file with CFA.
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T (11770 O OA Gribe 2¢08 Prdp QD vdite to prohibit triple-digit rates for small loans
and to require all small loan companies to play by the same rules.

Consumer Financial Protection Bureau should issue strong small dollar lending rules
thatcover title aocas Aregi strationo |

In 2016, the Consumer Financial Protection Bureau expected to issue a proposed rule to
eliminate the worst abuses in the payday lending and car title loan industry. An outline of possible
interventions was released in March 2015 and would apply to shoiterm and long-term payday

loans, as well as the loger-OA Oi AAO OEOI A 1T AT O AT A OOACEOOOAOGEII

In the outline of possible interventions, the CFPB is considering applying an ability to repay

standard to short-term payday loans, as well as longeterm payday and car title bans. The outline

also includes several possible exemptions to that ability to repay standard that would allow lenders

to make highAT OO 11T AT O xEOET OO Al 1 OEAAOET ¢ A Al O0iI xA06O
proposal will address many of the most abusiveractices common in the highkcost credit market,

the proposal should be strengthened in a number of ways to ensure that borrowers in states that

authorize payday lending are protected from a longerm cycle of debt at triple digit interest rates

and that dmilar, strong protections apply to longerterm payday and title loans.

CFPB should strengthen its initial framework by including the following changes in its proposed
rule:

1. 4EA #&0" OEI OI A OANOEOA 1 AT AAOO O AdadiAfdli ET A A 7

and on time without financial hardship or additional borrowing. This ability to repay
AAOAOI ET AGETT OETOI A ApPPI U O A AlvaditxAO60 AEOO(
exception.

2. The CFPB should strengthen the underwriting requirement s for longer -term loans , such
asthelongOAOI AOOI OEOI A AT A OOACEOOOAOGEIT o6 11T AT O AE
rates permitted for title loans, drawn out repayment schedules at triplaligit interest rates
result in burdensome total costs © borrow. Some lenders permit extremely long payment
terms, up to four years in our survey, which keep borrowers in debt with very slow reduction in
principal.

3. The CFPB should not create any safe harbors that exempt lenders from the ability to
repay re quirement or restrictions on back -to-back loans and should reaffirm the
importance of state rate caps in the final rule. A safe harbor would permit abusive lending
i ARA xEOET OO AT 1 OEAAOAOQEIT T &£ A Al OO0T xAO80 AAEIE
consumer protections in Arizona, including the current rate cap that applies toonsumer loans
which prevents high-rate payday loansin Arizona. The CFPB should reaffirm the importance of
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state rate caps and should make clear in the final rule that loans madr offered in violation of
state usury laws is itself an unfair, deceptive, and abusive act or practice.

4. For short -term payday loans with terms of 45 days or less, establish a maximum period
of indebtedness of no more than 90 days in a 12 month period : In Arizona, some lenders
set up nominal 3Gday loan terms but permit interestonly payments, and allow for unlimited
loan renewals that keep consumers in perpetual tripledigit debt. Under the proposed rule
short-term auto title loans such as these woultbe prohibited. While an ability to repay
requirement will largely protect consumers from unaffordable, shortterm payday loans
authorized in other states, a 90 day maximum period of indebtedness will ensure that
consumers are not trapped in a repeated sérs of shortterm loans throughout the year if their
financial circumstances change.

Regulators should investigate and take action on practices that harm consumers

The Arizona Attaney Generalthe Arizona Department of Financial Institutionsand/or the
Consumer Financial Protection Bureaghould investigateand rectify several pracices identified in
this survey.

Truth in Lending Act annual percentage rate disclosure requirements

Some lendersappear to beviolating the Truth in Lending Actby advertising and quotingthe
monthly percentage rate (MPR)instead of the TILArequired Annual Percentage Rate (APR) wie
some derks reply to questions aboutthe cog of loan by quoting amonthly or daily rate for title
loans.

Section 144 of theTruth in Lending Act requires disclosure of tle APR if any rate is advertiseét”

Only the APR can bguoted verbally by clerks!38 CFPB issued a Consent Ordagainst one

licensed Arizona title lender, Wilshire Consumer Creditin part for violating the Truth in Lending

Act by advertising title loans with a rate of 4.9 percent which was not the annual percentage rate

AT A AU bl OOET ¢ &AAAATTE ATiI1 AT OO0 AT A OxAARAOO Al AEI
i T 1T G gansumer protection officials should systematally review websites and

advertisements byArizona licensees to ensure uniform compliance with Truth in Lending

requirements so that consumersare not misled about the cost of title loans

18712 C.F.R. § 1026.24(c)
13815 U.S.C. § 1665a and 12 C.F.R. § 1026.26(b)
¥¥Consent Order, Consumer Financial Protection Bureau, |In the

Credit, LLC, Administrative Proceeding File No. 26C%PB-0026,September 30, 2015, p. 18.
http://files.consumerfinance.gov/f/201509_cfpbnsentorderwestlakeserviceslic.pdf viewed 10/1/2015.
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Electronic Fund Transfer Act prohibition on mandatory electronic payment

Some Arizona licensees require borrowers to provide bBlank personal check, debit card or ACH

authorization in order to obtain loans. This form of security is nospecifically authorized under the

Secondary Motor Veltle Finance Transaction law Prior to sunset, @yday lenders conditioned

ITATO 11 ETTAET C AT OOI xAOO8 bA OdaGihotizAtion ekl AiEhO Al O A
the Deferred Presentment law in mid2010 (A.R.S. Chapter 12.1 Deferred Presentment Companies,

Definitions 6-1251(3).

47 AARBGOADO OOA AATE AAAT O1T O 1 0i AAOO O1 AAAAOGO AT O
While the Electroric Fund Transfer Act prohibits conditioning the extension of credit on a

requirement to pay dectronically, this protection may not applyto one-time single payment loans.

However, if the loan automatically rolls over, the prohibition on compulsory use of electronic

repayment (even as a backip collection method) applies.

The CFPB recently issued a compliance bulletif? to lenders on requirements of the Electronic

Fund Transfer Act andts implementing Reg E and noted that many shib-term, small-dollar

I AT AROO O1T 1 EAEO AT OO1T xAOO6 AOOET OEUAOETT & O PAUI
ET OA &Olenhdérsaie required to provide clear disclosures and obtain authorization from

borrowers before electronically withdrawing payments from accounts. Authoriations must be

easily identifiable, clear and understandable to the consumer and a copy of the terms of

authorization must be provided in paper form or electronically, including the timing and amount of

OEA OAAOOOET ¢ OOAT OEAOO EOI i OEA AT 1 Odidathzsd O AAAT O
fail to disclose the recurring nature of preauthorized EFTs or the amount and timing of all

payments consumers agree to mak?

The Federal Trade Commission and the Consumer Financial Protection Bureau should examine
Arizona title lenders thattake authorization for payment by ACH, debit card or remotely created
check payments to determine if lenders are in compliance with the Electronic Fund Transfer Act.

“Wconsumer Financial Protection B6realNovie@mbRB C8mplRi0dBce Bul |
www.consumerfinance.gov/f/201511_cfpb_compliabhodeting201506-requirementgor-consumetauthorizationgor-
preauthorizeeelectronicfund-transfers.pdf viewed?2/7/15

14112 CFR § 1005.2(k).

142 CFPB Compliance Bulletin 20186, p. 4. Consumers have the option of authorizing payments within a range of amounts.
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Identify Unlicensed Lenders and Require Compliance

Arizona DFlIshould do a systematic investigation of online lendersand storefront operations that
advertise loans in Arizonato take action onunlicensed lendersand should compareicensee lists to
the Electronic Lien and Title list to identify lenders thaiare able toplace liens ontitles but are not
licensed to makethese loans. Regulators shoulderiodically review advertisements and Yellow
Pages listings to verify that all lenders offering titlesecured loans in Ariona are licensed and
supervised.
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