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Dallas city council representative Jerry Allen was one of several people that addressed El Paso
city council members on the subject of payday and auto title loans. Dallas was the first city to
pass an ordinance that is attempting to curb the high costs associated with these types of loans.
Austin, San Anotnio and now El Paso have joined in passing similar ordinances. (Ruben R
Ramirez/El Paso Times)
The City Council on Tuesday approved an ordinance to regulate payday- and car-title loan
businesses.
El Paso became the fourth city in Texas to adopt such an ordinance in the hope that the state
Legislature will take action to protect consumers from high-cost payday and auto-title loans.
Dallas, Austin and San Antonio have taken similar initiatives.
The new city ordinance limits payday loans to 20 percent of the borrower's gross monthly
income and auto-title loans to either 3 percent of the borrower's gross annual income or 70
percent of the vehicle's value. The ordinance also limits the number of installments to four, and
rollovers and renewals to three. In addition, lenders will have to provide borrowers financial
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counseling information.
The ordinance will become effective in July.

City officials said payday-loan businesses use a loophole in state law to charge high interest rates
that hurt consumers.
City Rep. Susie Byrd, who promoted the passage of the ordinance, said "the ordinance does what
the state doesn't do."
"We owed it to El Paso families to put in place common-sense regulations to protect people from
these loans," she said.
Texas borrowers pay an average of $840 or more for a $300 loan and about $1,000 per month in
fees for a $4,000 auto title loan, according to the Texas Fair Lending Alliance.
Jose Espinoza, a volunteer with the AARP, said "payday and auto-loan businesses prey on the
economically
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vulnerable citizens in El Paso, destabilizing families and undermining the local economy."
The ordinance will increase people's ability to pay their loans, he said.
Dallas Councilman Jerry Allen was in El Paso on Tuesday to speak in favor of the payday-loan
ordinance. He led the Dallas council to pass a similar ordinance last year.
Allen said the purpose of the ordinance is not to put the payday- and title-loan industry out of
business. "We just want to be fair," he said.
Pay day loan regulations
Do you support a new city ordinance with more regulations on payday lenders? Read story
Yes, the ordinance is needed to protect consumers.
No, customers for these loans can make their own decisions.

No, the state should regulate these lenders, not the city.
I'm not sure.
He said many hardworking people do not have other places to go when they are facing financial
problems and end up paying more for these loans.
Allen said the new city regulations will put an end to that cycle of debt and will send a message
to state legislators to regulate the fees imposed on these types of loans.
"It's very, very important that we send this message as cities that we are no longer going to stay
on the side and watch our people being taken advantage of," he said.
"At the state level, they turned their back last year, and that's when we turned around and said,
'No, we are going to do the best we can.' "
Last year, the Texas House of Representatives killed a bill to regulate payday-lending rates and
practices.
City Attorney Sylvia Borunda Firth said the passage of a payday-lending ordinance at the city
level is a strategy to guide the legislators on how the community wants the state to regulate the
payday-loan industry.
On Tuesday, several members of the payday- and title-loan industry attended the City Council
meeting to speak against the city's efforts to regulate their businesses.
Saul Frank, owner and president of Benny's Pawn Shop, said the payday- and title-loan industry
does not take advantage of poor people.
"All this thing about predatory lending and being in poor locations and lending to the poor is a
misconception. We're going to people who are in need of money, who can't go to a bank, who
can't go to a credit union, need money for medicines, to fix their car or pay an electric bill," he
said.
"We are in business to make a profit, of course we are, as so is Walmart, as so is Dillard's, as so
are all the restaurants out there. We serve a need to people who need this type of loans," he said.
Frank said the industry is already regulated by the state. Credit access businesses register with
the secretary of state, and every location is registered with the Office of Consumer Credit
Commission in Austin, he said.
He said the city should not be trying to regulate their businesses.
Frank said the fight is not over and did not rule out the possibility of a lawsuit against the city
over the new ordinance. "That is something that we're going to be talking about -- I'm not saying
yes or no," he said.

Steve Peinado, manager of Quik Cash in El Paso, said 90 percent of the short-term loans are paid
back on time, and for people who can't pay their loans back on time, lenders offer extended
payment plans.
"Our customers appreciate that we are there when they need short-term cash," he said.
Although representatives of the payday- and title-loan industry asked the council to delay the
decision, the ordinance passed 6-2, as city Reps. Eddie Holguin and Carl Robinson voted against
it.
City officials said they will also ask the El Paso state legislative delegation to act on the matter.
Aileen B. Flores may be reached at aflores@elpasotimes.com; 546-6362.

Details of ordinance








Limiting payday loans to 20 percent of the borrower's gross monthly income.
Limiting auto title loans to the lesser of 3 percent of the borrower's gross annual income
or 70 percent of the vehicle's value.
Limiting loans to no more than four installments or three rollovers or renewals (a rollover
or renewal is defined as an extension of consumer credit made within seven days of the
previous extension of credit).
Requiring the proceeds from each installment or renewal to reduce the loan principal by
25 percent.
Requiring that every contract be written in a language the borrower can understand, or be
read in its entirety to any borrower who cannot read.
Requiring the lender to provide to the borrower a form created by the city, which
mentions nonprofit agencies that provide financial education and agencies with cash
assistance programs, and contains general information regarding extensions of consumer
credit.

