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The Problem

Payday loans are short-term, unsecured loans that are due to be paid in full at the
borrower’s next paycheck.

Generally, payday lenders charge high fees and interest. Hoosiers can pay up to
391% APR when they need a longer time to repay.
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Research consistently shows payday
lending leads to debt traps in which
borrowers are unable to repay their
initial loan and find they need to
reborrow to service their debt!

$4,308
$4,000

In Indiana, payday storefronts S
are disproportionately located
in low-income communities and
communities of color. The typical $0
borrower has a median income of
approximately $19,000 per year and borrows 8 to 10 times, paying significantly
more in fees than the amount originally borrowed. Borrowers face long-term
negative consequences including overdraft fees, defaults, involuntary bank
account closure, and bankruptcy.?

'Consumer Financial Protection Bureau. Factsheet: The CFPB Considers Proposal to End Payday Debt Traps: http://l.usa.
gov/1xBGqy9

2Indiana Institute for Working Families. Payday Lending: A Drain on Hoosier Families and Communities. September 2019.
https://iiwf.incap.org/payday-lending
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CLC Loan

Payday Loan

Benefits to Employees

+ Inexpensive — 21% APR ($20
origination fee and 18% interest)
instead of 391% on payday loans

» Longer-term — up to 12 months to
repay instead of 14 to 30 days

» Convenient payroll deduction
+ User-friendly 24/7 online application

» Easy approval — no credit checks and
no collateral

* Quick loan approval

» Funds transferred directly into
employee bank account

Low, affordable payments

Loan proceeds can be used for
any purpose — including paying off
payday loans

No prepayment penalty

Payments on the loan will be
reported to credit bureaus, which
helps build credit

Free financial education available

Alternative to borrowing from 401k
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The Solution

The Community Loan Center™ of Indiana is an employer-based, affordable, small-
dollar loan program.

CLC loan features include:

+ Up to $1,000 loans « Employees apply online

* 18% interest with up to 52 anytime with fully
weeks to repay automated system
» $20 per loan origination fee * No cost or risk to employers

There is no direct cost to the employer. All loan funds are provided and
administered by the Community Loan Center local lending partner.

Employers have three responsibilities:

1. Share Community Loan Center benefit information with
employees. CLC will provide materials to print or share electronically.
Include them in new hire orientation and annual benefit enrollment
packets or distribute anytime.

2. Verify Employment. When an employee applies online, an email
will automatically be sent to the designated HR representative at
your company. That person will verify the employment information
entered in the application and submit.

3. Set up payroll deduction for each borrower. Once an employee’s
loan application is approved, your designated payroll representative
will receive a payment schedule to set up the payroll deduction. If an
employee leaves your organization before the loan is repaid, simply
notify your local lender. Collecting the payments is our responsibility,

not yours.
o
Benefits to Employers
* No-cost employee benefit » Reduces cost of employee time
- Minimal HR setup time spent dealing with financial problems
at work

* Loan management and collection is

the responsibility of the CLC * Increases productivity, workplace

morale, and employee retention

* Reduces employee financial stress L o
+ Partnership in a community initiative

* Lessens employee absenteeism
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Serving all counties in Indiana!
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Offering this benefit is good for business.
- Candace M, Lassus Handy Dandy
(As) we look towards recruiting and retaining,
we want to try to take care of our people.
- Kelly L., City of Fort Wayne

This says to our employees, we care not only about your physical
health and your mental health, we also care about your family’s
financial health. - Angie M, Lutheran Social Services
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