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What I's Prosperity Avd Why Does T+ WMatter?

= Prospertty- a successtl, flonrishivg or driving condition, espedially n financial
respect; apod fortume.

= Gateway of the American dream — bwjing a home, binjng a car, having
access 1o credit, saving moneq and generally being financially independent.

= Wany Americans are prevented from realizing this dream due, w part, +o
voflow ncome, iving n disaavantaned veighloorhoods andfor due +o
predatory lending practices that affect their ncome and uttimately their

credit score. -
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What Ts Project Prosperity?

" Project Prosperityis dbout providing edincation and resources to help

Americans avoid the pitfalls that vegatively impact their incomme and their
credit score.

= Project Prospertty is also dvout Velping Hhose whio are impacted oy
predatony lending practices that affect access +o resources that will help
thewm rediize their dreams.

= This ncludes pavm shop fees, revt-to-owm fees, pavday loan fees, dheck
cashing fees, onecking accomnt fees and overall sigyificantiy igher - €lf®

wterest rates.



The Impact Of A Credit Score

UHimately, the gateway o prosperity is an excellent credit score.

Mour credit score allows von access to resources viot otherwise availdvle and
saving) moviey in addition o avoidivg predartory lending fees.

The difference between a apod credit score and an excellent credit score
over a lifetime is a whopping $60,000.

The difference between a poor credit score and an excellent credit
score is over $2.00,000.

Souree: Credlic Kanma



How Good Is Your FLCO® Score?

*  The FICO® Score, which ranges between 300 and 350, is
Hhe most commonly-used credit scoring model by lenders for
evaluating a borrower's creditworthiness, A FLCO® Score of
F04 is considered "opod” Iy imost lendivg standards.

Approxiviately 297 of Awmericans had a FLCO® Score tHhat
fellin the "good" credit score ravnae in 201%, whille

approximately 5277 had a FLCO® Score of 704 or greater.
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Source: Expedan



The Range Of FLCO® Scores

= Someone with a FLCO® Score of DD or avove is considered +o
have "exceptional’ credit

FAD-794 n considered a "very good credit range

Scores between G70-7234 are considered "gpod” scores

A "fair" score falls between 5BH0-60A

Below 50 is considered a "poor” credit score

Source: Expedan



FILCO® Score Trewds

= Theaveraoe FLCO® Score inthe US. as of April 2019 is 704,
aceording) to data analtics company FLCO®. That's the highest
overane FLLO® Score siice 2005.
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What WMakes Up A FLCO® Score 7

= Paing on timme and paing) down balavces will drive the majority
of your credit score.

Payment history EiES

Amounts owed on credit and
debt

Length of credit history g
New credit gt

Types of credit used LS

Source: Expedan



FLCO® Scores By Age Grovp

" According to recent FLCO® research,in 2019 people over age @D had
the highest averaoe TLLO® Score of 747, afive-point increase sivce
the same Hime last vear.

= Overdl, credrt scores ncrease with every age arovp:
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Predatory Lending Fees

Pawn Shop Fees Payday Loav Fees Check Cashing Fees

Rent-To-Own Fees Checking Account Fees



Predatory Lending Tees

= Predatory lending is any lending practice that imposes unfair or abusive
fees on a borrower. T+ is also any practice that cowvinces a borrower o
accept unfair terms through deceptive, coercive, exploitative or
miscrupulouns actions for a loan that a borrower doesw'+ veed, doesw’+
want or can’t afford.

= By definition, predatory lending bevnefits the lewder and ignores or
hinders the borrower’s ability to repay the delt. These lending +actics
often try to take advantage of a borrower’s lack of understanding
about loans, terms or finances.

Source: debtorp



Predatory Lending Tees

= Predatory lenders typically target minorities, the poor, the elderly and
the less educated. They also prey on people who need immediate cash
for emergencies such as paving medical bills, making a home repair or
car payment. These lenders also target borrowers with credit
problems or people who recently lost their jobs. This could disqualify
them from conventional loavns or lives of credit.

= While the practices of predatory lenders may vot always be illegal, they
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con leave victims with ruived credit, burdened with unmanageable
delt, or even homeless.

Source: debtorp



Predatory Lending Tees

= The Home Ownership and Eduity Protection Act (HOEPA) protects
consumers from excessive fees and interest rates. Loans that are
considered “nigh cost” are subject to additional disclosure requirements
and restrictions.

= Federal laws protect consuvmers against predatory lenders. Among them
Is the Equal Credit Opportunity Act (ECOA). This law makes it illegal for
a lender to impose a higher interest rate or higher fees based on a
person’s race, color, religion, sex, age, marital status or national origiv,

= Tn addition, 25 states have anti-predatory lending laws.

Source: debtorp



Pawn Shop Fees
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= A pawnshop loan of $100 that costs $15 in fees and is due in 30 days
runs about 162%% APR. It is ot umcommon for a Pawnshop loan to be
more than 2007% APR. An APR of 36%% is geverally accepted by
personal finance experts and regulators as the upper end of
affordability for any loaw.

= About 15% of paww loavs are vnever repaid.
= Tf vou find yourself reborrowing or extending a pawn loan, or pawning

and redeeming the same item repeatedly, you likely need more thaw this
shor+-term financial patch.

Sourees: Pawncurig Natdonal Pawnboroleers Assoclation



Pawn Shop Fees

= 327 of pawn shop regulars have o bavk acconnts, compared to 14
of Americans and B of American households. Of +he 327 who say
they have vo bank accomnt, 777 say they don'+ have evough movey o
open a bank account, 31% say there are +oo many fees to make
accomts worthwhile. Nearly 70%% of pawn shop regulars with a bank
accoumt have incurred overdraft or low-account fees, compared to +he
national average of 30%.

= Pawnshops may vot disclose an APR — wmawny will talk ouly of fees,
or give nterest per wmonth rather than anmually.

Source: Pavnaurd



Rent-To-Own Fees o

= Rent to own, or “RTO” o use the industry shorthand, is a huge
industry in the US bringing in $2.6 billion i revenues vationwide i
201G. As points of comparison, the construction industry was
recevtly bringing in about $13 Villion and +he financial services
industry brought in about $17 Villion per year accordivg to Iwc
Magazine’s list of the biggest industries in the US.

$

Source: Asspclation of Progressive Rentil Organizations



Rent-To-Own Fees (D

= 2.3% of US households used rent-to-own services in any given
year. 1o of customers were black. 33 had only a high school
education or less. 54 had an income of $25k or less. Nearly half
of all rent-to-own customers had been late with a payment. 2%
of revted items were electronics, 267 were furniture, and 25%0
were appliances. The most popular rented items were TVs, sofas
and washing machines. RTO customers who bought +he items
rented them for an average of 14 months before buying thewm.
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wt-To-Own Fees (€ D

Here is.an example of how ik works:
= A rent-to<own company buys acouch for $500 wholesale and sells i+ +o vou for $1,000.
= \ou cam by e couch for $1,000 any tivme in the first 4o days. In the meantime, you

are paying $14:95 per week.
= WMost people can'tafford to buy the conch ontright in the first Ao days, so they are

locked into the weekiy payment plan of $18.95 a week for 2 years. Total cost- $2,045.
= While you are making payments, the companpwill require you +o pay an extra $2 a
week i “loan insurance”, wiich is another $24 2 dollars.
= Since you're vew paying $2.,045 for the couch instead of $1,000, you need +o pay +he
extra tax on the higher price... that's another $55.
= T you can’t make your paymewts, the company will give yon a payday loan at 5427 APR.
= At the end of 2 vears, vour couch that you have paid $2,239 is probably
now wor+h $2.00.

Source: Creditinfpeanter



Rent-To-Own Fees (D

Avother example:

= A Samsung) @5" flat screen TV lists for $4Aa. Tt's $24.09 per week +o rent
it, or $172.21 per month. If you pay for it in cash within 40 days, i+ costs
$2192. If vou buy i+ after 214 monthly or a1 weekly payments, i+ will cost you
$3,634. Now, if you were a person with cash on hawnd, you'd probably go pick i+
up at a retail store within $10 of the $1000 list price. A low-income consumer
without a lot of cash flow and bad credit, might get a credit card with a high
APR around 22.9%. Tf you paid the same amount to the credit card company
as qou did +o the rent-to-own company, $173 per month, you'd pay it off in 7
months, with $73 in interest and $1140 in principal. Buying with a credit card,
the same TV wonld cost you $1243.

= These examples demonstrate that rent-to-own should be your last optiow.




Rent-To-Own Fees (D

= Of course, the whole appeal of the RTO busivess model is
that they don'+ require a credit check. Their target market is
the consumers who caniot get credit at all. Wost of these
folks could vot afford the “G0 days as cash” optiow either — if
they could, they could probably buy the TV elsewhere. For the
average rewt +o own furviture customer, paying $2640 for a
$1000 TV is the ouly option available.

= This is why improving your credit score is critical.

$



Pavday Loov Fees

= Payday loans are short+-term loavs, geverally 7 to 14 days, agaivst a post-
dated check. v geveral, this loan against the paycheck you haven't yet earned
carries a 15% fee. On the average payday loan of $300 for eight days, this
15%0 fee equates to an APR of 459!

= The fee you pay for the use of +his money is exorbitantly high. Think of i+ this
way: by borrowing vour pay in advance, you are settling for a 15% cut in pay,

= T you can't make it through +o +the next payday without a loan, and you're
already spending vext week's pay, how will you ever make i+ through next week
without another loan? This can be a vicious, and very expensive, cycle. o

Source: Pavnaurd



Pavday Loov Fees

= Payday loans take advantage of clients who lack finaucial savvy--who
never stopped to think about the "cost of money" or who, duite simply,
don't budget well enough to have $300 in the bavk in the event of an
uexpected expense.

" Payday loavs cawn easily top 40077 APR

* The Consumer Financial Protection Burean says that 4% of repeat
payday loans — churvivg — happen within one month of +he first loan and

$

that consumers using pavyday loans borrow an average of 10 times
a vear. The interest and fees amount to $2.4 billion for borrowers.

Source: Pavnaurd



Check Cashivg Fees

= Many people receive income in the form of checks, and if they dow't
have a traditional bavk account, or are buried in overdraft fees, they
may have a difficult time cashing those checks. That's where check
cashing stores come in. They offer customers check cashing services v
exchange for a fee — usually a flat fee plus a set percentage of 3 +o
5% of the amount of the check being cashed. So, for example, if you
wanted to cash a $1,000 check, and a check casher charges a flat $5
fee plus a 37 fee, you would receive $AG5 in exchanage for their check-

cashing service.
n
&

Souree: Opploans,com



Check Cashivg Fees

* The latest estimates from +he Federal Deposit Tusurance Corporation
(FDIC)'s 2017 household survey indicate that .4 willion LS. households
(€570 of all LS. households) are unbanked, meaning that they do vot have
any savings accomnts, checking acconnts, credit cards, or other financial
products offered by bavnks. Avother estimated 18.7%% of LS. households
(24.2 willion households i total) are underbavnked. These households may
have a savings or checking accomnt with a reputable finawncial institution, but
they also used finawcial products and services outside of the formal banking
system from places like title or payday lenders. Specifically, 23 .7 of
mbanked and 3.%% of underbanked households used a non-bank check casher

as an income source i 2017.

Souree: Opploans,com



Check Cashivg Fees

= WMawy check-cashing storefronts also offer other financial services
similar +o those of banks, but for the unbanked or underbanked.
Services like money orders, prepaid debit and credit cards, bill
payments, payday loavs, title loans, and other short-term avd bad
eredit loans and services.

= Critics of check-cashing companies posit that they are predatory, and

¢

their fees are siguificantly higher than they would be if a customer
were using a traditional bank, thus making households who rely on
their services worse off thaw if they just had a checking account
and conld cash checks for free.

Souree: Opploans,com



Checking Account Fees

= The average checking account fee at top US. bavks is $4.60. Amounts o
average between $0 +o $2.0, with many findivg a widdle ground a+ either
$7, 10 or $12.

= To be sure, banks and credit unions are entitled to charge reasonable fees
for bona fide services they offer. But when finawcial institutions charge
overdraft fees on debit card transactions they could easily declive at vo cost
to their customer, manipulate +ransactions to make overdrafts more likely,
and charge penalties that are grossly disproportionate to the shortfall-we
can rightly call those practices predatory.

Souree: thehill.com



Checking Account Fees

= Overdraft abuses are most pervicions on debit card travsactions, where +he
overdraft fee typically far exceeds the amount of the travsaction that
trigaered it. Purchasing a pack of gum cav result in a penalty that costs as
much as a tank of gas. Tmport+antly, if the consumer lacks sufficient funds
for a debit card purchase, banks can simply declive the +ransaction at
checkout, which costs the consumer nothing. This can be dove and, in fact, is
being dove more now. The largest debit card issuer in the country, eliminated
overdraft charges own debit card purchases several years ago, and some have
never imposed these charaes. These banks are to be commended.

Souree: thehill.com



Checking Account Fees

= The majority of large finawcial institutions, and many smaller oves,
actively encourage these costly debit card overdrafts. They
agaressively market so-called overdraft “protection,” often targeting
those customers who have most strugaled with overdraft fees i the
past.

= Bavks impose hundreds of dollars of fees v a single day, and they often
continue charaing fees while the account holder is desperately trying +o
cover the ivitial fees and restore a positive balance in the account,

Souree: thehill.com



Checking Account Fees

= Surveys have found that high overdraft fees disproportionately impac
people of color and lower-income communities.

= By increasing finawcial disenfranchisement, abusive overdraft practices
exacerbate a problem that is already severe. A 2011 study from the
Federal Deposit Iusurance Corporation (FPIC) showed that about &
percent of all households were unbavnked, but +the share was much higher
for the African-American and Latine communities, at 24 percent and 2.0
percent, respectively. The share of the umbavked among all lower-income
families stands at 29 percent. k

Souree: thehill.com



Checking Account Fees

= The Consumer Financial Protection Bureaun recently released a study finding -
that, at several large bavks, customers who were charaed overdraft fees ow
debit cards were far more likely +o hWave their accomnts involuntarily closed.

= For too many families, overdraft fees represent the beginnivg of becoming
mbanked. Previous research has found that overdraft fees are the maiv
reason bavking customers lose their acconnts involumtarily,

= Owce a person is gjected from the mainstream financial system, it becomes
difficult +o reenter and the unbanked and underbanked are wore likely +o end up
with vio choice except altervative finaucial services, which are often more
expensive and less secure thav a responsible mainstream checking acconnt.

Souree: thehill.com



Takivg) Action On Predatory Lendivg Fees

~ Free CreditReports




Free Credit Reports
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Free Credit Reports

= You want a copy of your credit report to:

" make sure the information is accurate, complete, and up-to-date before you
apply for a loan for a major purchase like a house or car or apply for a job.

= help guard against identity theft. That's when someone uses your personal
nformation — like your name, your Social Security number, or your credit card
number — o commit fraud. Tdewtity thieves may use our information to open
a new credit card accomnrt in your name. Thewn, when they don'+ pay the bills, the
delinvduent account is reported on your credit report. Tnaccurate information
like that conld affect your ability to get credit, insuravce, or evew a job.

Sowree: Federal Trade Commission Consiumer nformation



Free Credit Reports

= Under federal law, you're entitled to a free report if a company takes
adverse action against vou, such as dewying your application for credit,
isuravce, or employment, and you ask for our repor+ within @0 days of
receiving votice of the action. The votice will give you the vame, address, and
phone number of the credit reporting company. You're also entitled +o one
free report a year if you're unemployed and plan to look for a job within @0
days; if you're on welfare; or if your report is inaccurate becaunse of fraud,
including identity theft. Otherwise, a credit reporting company may charge
you a reasonable amonit for avother copy of your report+ within a 12-movth
period.

Sowree: Federal Trade Commission Consiumer nformation



Credit Repair Services

= Credit repair orgavizations offers to improve your credit n exchange for
a fee- different from credit counseling agewcies, which are typically a free
resource from vonprofit financial education organizations that review vour
finances, delrt and credit reports with the goal of teaching yon +o improve and

manage vour tinancial situation.

= Credit repair organizations typically offer to review vour credit reports and address
any negative items that they can with the credit bureauns on vour behalf.

= According to the Federal Trade Commission, the credit repair industry is franght
with scams. To help avoid scammers, it's important +o research awy credit

repair organization before agreeing to work with it.

Souree: Creolit Kanma



How Do CreditRepair Services Work?

= WMawy credit repair compavies start by requesting a copy of your credit
report from each of +he three major consumer credit bureans — Equifax,
Experian and TransUniow.

Credit RBepair Services

= The company will review vour credit reports for derogatory marks, like ...

= Charge-offs, Tax liens and Bankruptcies

= Then, i+ will set a plav for disputing errors and vegotiating with creditors
to remove those items.

= That plan may ivclude sending ...

» Reduests to validate information

= Letters to dispute erroneous vegative marks

= Cease-and-desist letters +o debt collectors on your behalf

Souree: Creolit Kanma



Credit Repair Costs

= The amount you'll pay and how it's calculated will vary dependivg on the
company, but there’s a rule they have +o follow. Credit repair companies can’+
reduest or receive payment until they deliver the promised results.

= Depending on the company, you might pay a one-time flat fee, or pay for each
derogatory mark the company removes from each of vour reports. This may
start around $35 per deletion and could ravge +o $750 or more.

= The company may also charae by the month, ravging from $50 to $130 or
more. You might also pay setup fees or a fee for accessing vour credit
repor+s.

Souree: Creolit Kanma



Credit Repair Services

= According to a 2016 votice from the CFPB, more +thav half the complaints
It received about credit repair involved alleged frand or scams.

Credit RBepair Services

= The Credit Repair Organizations Act, or CROA, makes it illegal for credit repair
companies to lie about their services and results, and sets some additional rules.
It you think you might be the victim of a credit repair scam, or if you've had
other issues with a credit repair company, you can subwmit a complaint to the
Consumer Financial Protection Burean.

= Credit reporting compavies have a vamber of requirements under CROA, such as-
aiving you a written contract that explains your legal rights and the services
they'll provide and allowing you +o cancel within three days without charge

Souree: Creolit Kanma



Covrtrol 7 rtrol

= Wake a realistic budget and live'it. You will have savings soou will neverweed to
borrow movey to meet emergency expenses. (By ot paymg thefee on a typlsak $300
payday loan for sevew paydays, you will have your own $300D.savings for a fimangial
emergency.)

= T you need moviey to pay a utility bill, ask the utility company fer an extension. Look
into the late fee they charge. Is it less than the 157 fee on a payday loax

= Cousider getting overdraft protection on our checking account, If it is\less cost

than the payday loawn, use it.

= T you must use payday loavs, borrow only as much as you can afford +o pay wi
your vext payeheck and still have enongh to make i+ +o +the nextkpayday. Otherwi
vyou will become the payday loan industry's dream client--returving every
payday for a loaw.

Source: Consummer Federation of Averien
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