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Information Quality Program

1700 G Street, N.W.

Washington, D.C. 20552

Re: Information Quality Act Request for Correction of CEFPB 2013 White
Paper on Payday Loans

Dear Sir or Madam:

Advance America, Cash Advance Centers, Inc. submits this complaint putrsuant to
Section 515 of Public Law 106-0554, known as the Information Quality Act. We are
requesting correction of the CEFPB’s “Payday Loans and Deposit Advance Products:
A White Paper of Initial Data Findings” dated April 24, 2013

Our request for correction s based on the failure ot the White Paper to comply with
the “Guidelines for Fnsuring and Maximizing the Quality, Objectvity, Udlity, and
Integrity of Informaton Disseminated by lederal Agencies”™ issued on ebruary 22,
2002 by the Office of Management and Budget” pursuant to the Information Quality
Act and the CI'PB’s own Informanon Quality Guidelines. Specitically, as detailed
below, the CI'PB White Paper on paydayv loans does not mecet cither the general
standards of “utility” and “objectivity” applicable to all information disseminated by
the Bureau or the heightened transparency and reproducibility standards
applicable to “influential” information.

We discuss more fully below the CI'PB’s continuing to cite the White Paper findings
as support for its payday rulemaking while repeatedly characterizing the White Paper

e CFPB, PAYDAY LOANS AND DEPOSIT ADVANCE PRODUCTS: A WHITE PAPER OF INITIAL DATA
FINDINGS (2013), available at http://files.consumerfinance.gov/{/201304_cfpb_payday-dap-
whitepaper.pdf

> Office of Management and Budget, Guidelines for Ensuring and Maximizing the Quality,
Objecuvity, Utiity, and Integrity of Information Disseminated by Federal Agencies, 67 Fed. Reg.
8452, 8460 (Feb. 22, 2002).



conclusions as “initial findings” to be tollowed up with additional rescarch and
analysis.” This was cited multiple times publically by CT'PB officials as further detailed
in the summary attached. On June 2, without having produced any support tor the
proposition that sustained payday borrowing harms consumers’, the Burcau issued a
proposed rule that will force most storetront payday lenders out of business. 'The
CI'PB’s continued reliance on the White Paper as support for this proposed rule
compels us to submit this petition.

In the sections below, we describe the informaton to be corrected, the specific errors
we have identified, and our proposed method of correction.

1) The White Paper Fails to Meet OMB and CFPB Quality Standards
applicable to all Information Disseminated by the CFPB

a) The White Paper Fails to Meet OMB and CFPB Quality Standards for
Utility Because it is Based on Insufficient Data

ONMB Guidelines define “utility”, a component of information quality, as “the
usefulness of the information to its intended users, including the public.” The
CIPB’s internal Information Quality Guidelines state the Burcau’s
commitment to ensuring the utlity of all intormaton it disseminates to the
public.

The White Paper lacks utlity for assessing the need ftor regulatory mtervention
in the payday lending market. "This 1s because it 1s based on far less data than
the CIFPB has access to under the Dodd-Frank Act. The hmited size and date
range of the CI'PB’s pavday lending data set has been shown to bias and
manipulate the conclusions reached in the White Paper to a statstically

significant degree.

* “Finally, we note that the white paper presents ‘initial data findings’, a phrase used to reflect the
fact that we intend to conduct 1nitial data analysis using the data we have in hand, as well as obtain
additional data.” CIPB response to Section 515 petition by the Community I'inancial Services
Association, p. 5.

* Concurrently with the proposed short-term credit rule, the Bureau issued a report entitled
“Supplemental Iindings on Payday, Payday Installment, and vehicle title loans, and deposit advance
products” (June 2016). This report does not demonstrate that payday loans are relatively more
harmful than other alternatives available to payday borrowers and does not resolve the flaws in the
methodology used in the White Paper.

*1d.



In sampling loans for inclusion in the White Paper data set, the CIPB selected
all borrowers whose loans appeared 1n a lender portfolio m a given month.
The CI'PB then followed these borrowers for one vear. Because heavy users
are more likely to have a loan outstanding at any given time, this sampling
method caused heavy users to be included in the sample 1n disproportionate
numbers, as acknowledged by the CI'PB 1n a tootnote withim the Whire Pﬂpcr.“

The CEFPB subsequently attempted to determine how the chosen sampling
method aftected the White Paper results. In “CLIPB Darta Pomt: Pavday
Lending”, published in March 20147, the Bureau used the same data set as the
White Paper but applied two new sampling methods: (1) sampling only
borrowers who did not have a loan outstanding 1n the first month ot the
sample (the “new borrower” method)®; and (2) sampling borrowers who had a
loan outstanding at any time during the sample period (the “all borrowers™
method). The CIPB then tracked the sampled borrowers until the end ot the
sample period, which was cleven months for the “new borrowers.”

The CI'PB concluded in the Darta Point that the White Paper results were not
sionificantly affected by the sampling method chosen.” These results were
subscquently confirmed by Clarity Services, Inc. in a study applyving the three
CL'PB sampling methodologies (White Paper, “new borrower™ and “all
borrowers”) to Clarity’s own larger'"' pavday data set.' The three sampling
methods showed similar intensity of use among the three groups.

when it tracked borrowers over tour vears instead of eleven months. When

‘I'he Clarity study found a significant difference in intensity ot use, however,

tracked for tour vears, borrowers sampled using the “new borrower” method
showed /fwer intensity of use than borrowers sampled using the White Paper
mcthod. More importantly, the four-year sample pertod showed a difference in

“ CFPB White Paper, p. 21, footnote 24.

" CFPB DATA POINT: PAYDAY LENDING (2014), available at

http:// files.consumerfinance.gov/f/201403_cfpb_report_payday-lending.pdf

* The Data Point report refers to these borrowers as “new borrowers”, though it acknowledges that
they mayv be experienced borrowers who do not happen to have a loan outstanding in the first
month of the sample.

” CFPB DATA POINT: PAYDAY LENDING (2014)

" Clarity’s data set includes 72.5 million loans and 4.1 million borrowers over a period of five years.
The CFPB data set includes 15 million loans over one year.

" CLARITY SERVICES, INC., SEARCHING FOR HARM IN STOREFRONT PAYDAY LENDING: A CRITICAL
ANALYSIS OF THE CFPB’S “DEBT TRAP” DATA (Feb. 12, 2016), available at

https:/ /www.nonprime101.com/wp-content/uploads/2016/02/Report-7-B-Searching-for-Harm-
in-Storefront-Payday-Lending-nonPrime101.pdf



use intensity between “new borrowers™ and White Paper borrowers that was
three times larger than the CI'PB observed using its cleven-month sample period.

These results indicate that the sampling method used 1n the White Paper
caused the CIPB to understate the difference in use patterns between new and
experienced borrowers. The White Paper oversampled heavy users, and the
eleven-month sample period used 1n the Data Point was too short to detect the
resulting bias. A\ four-vear sample period, however, shows significantly lower
intensity of use among “new’” borrowers.

The fact that Clarity’s results, which were based on a larger data set and longer
sampling period, ditfered significantly from the CEPB’s 15 important because it
suggests that a consumer taking out his first payday loan 1s more likely to be a
light user than the CEFPB data suggests. While we strongly dispute the Bureau’s
conclusion that consumer harm automatically tollows trom the intensity of usc
(as discussed 1n Subscction (b)), if the Bureau believes that higher intensity use
borrowers are more likely to experience harm, the Bureau must use an accurate
and reliable methodology to determine that intensity of use. The question of
intensity of use and any resulting harm proven to follow from such usc 1s
critical in determining whether intervention in the market 1s necessary and
evaluating the costs and benefits of that intervention,

Perhaps more importantly, the fact that a larger number of loans rracked over a
longer period of tme failed to confirm the CFPB’s results means that the
CI'PB’s conclusions about the intensity of use are influenced by the size of its
data set. This is not by any means an unusual occurrence mn statistical analysts.
The problem with the CI'PB’s data set 1s not that 1t is less than ideal but that ir
1s only a small fraction of the data to which the Burcau has ready access.'” The
Burcau could use its supervisory authority to collect and study a more robust
data sct including loan type, repavment structure, period of indebtedness, state
of origination, repayment structure, and number and frequency of renewals for
payday loans originated in the last four vears. This 1s data Advance America

¥ Congress expected the Bureau to engage in a more robust data collection as part of the
supetvisory authority conferred under Section 1024 of the Dodd-I'rank Act, which provides as
follows: “The Bureau shall require reports and conduct examinations on a pertodic basis of
[pavday lenders] for purposes of . . . obtaining information about the activities and compliance
systems or procedures of such person . . ..7"" Dodd-Frank Act, Section 1024(b), 12 U.S.C. § 5514
(emphasis added). The CFPB has not implemented any reporting regime for payday lenders. If it
had, 1t could by now have systematically collected and analyzed data on tens of millions of loans
over multiple vears.



and other large lenders initally provided to Clarity at the CIPB’s request, and 1t
has been available to the CIPB and other researchers since July of 2014.

Because the CEPB has no reporting regime in place for pavday lenders and has
chosen not 1o attempt to work out an agreement to use the addinonal loan data
they asked us to provide to Clarity, it has only one vear of examination data to
wortk with. The conclusions the CIFPB has drawn from this imited data are
contradlctcd by conclusions available with a larger data set. Unless there is a
principled reason for doing so, the CFPB should not undertake a rulemaking as
stenificant as the payday lending rule it 1s now pursuing without accessing high-

mht\ data directly bearing on thL intensity of use metrics the Bureau is trying
to determine.

The CFPB should seck to understand the discrepancy between the results
Clarity obrained using a tour vear sample period and the results the CIFPB
obtained using an cleven-month sample period. One possible explanation 1s
that the pool of payday loan users 1s constantly in flux. Consumers use payday
loans to smooth out periodic cash shortfalls. With a four vear sample period,
one can see borrowers entering and exiting the product as they face cash flow
shortages at different imes. \n cleven-month “snapshot” of new borrowers
that started in a given month necessarily captures only those borrowers just
beginning to resolve a cash tlow shortage, which may take several monthly
income and expense cycles. When analyzed over a longer pertod of time, that
same new borrower 1s not considered a frequent user once their cash flow
shortage 1s resolved.

b) The White Paper Fails to Meet OMB and CFPB Standards for
Objectivity Because it Makes Unsubstantiated Statements About
Consumer Harm

The OMB standard for “Objectivity” requires both the substance and the
presentation of disseminated data to be “unbiased.” The CEFPB commits itself
to this standard in its internal Informaton Quality Guidelines.

The White Paper makes repeated reference to the possibility that consumers
arc harmed by repeated payday loan use.” The data on which the White P: aper

" CFPB White Paper, p. 4 (“However, if the cost and structure of a particular loan make it difficult
for the consumer to repay, this type of product may further impair the consumer’s finances”); p. 43
(“However, these products may become harmful for consumers when they are used to make up for
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is based, however, does not and could not support any conclusions as to
whether payday loans cause harm to consumers. This s true for several
reasons. The White Paper data did not include any metric of pavday
borrowers’ financial health. In addition, the White Paper did not evaluare the
relatve expense to the borrower ot available credir alternatives, such as utilizing
overdraft on their bank account or paying bills late. Without an analysis of the
costs that would have been incurred by the borrower except tor the pavday
loan, the Bureau cannot determine consumer harm. Finally, it does not address
whether the use pattern and resulting cost 1s consistent with the borrowers’
expectations.

'The only Section 515 complaint the CEFPB has recetved to date requested
withdrawal of speculative statements about consumer harm in the White
Paper.” The CIPB responded by saving that the White Paper did not draw any
conclusions about consumer harm but merely “identified these concerns as
subjects that are appropriate for further examination” without “pre-judg|ing|

3313

outcomes.

The CI'PB’s response might resolve the issue if it were followed by research
and analysis on the causal relagonship between payday loan use and consumer
financial health. The CEFPB has not produced that analysis, however.

Instead, the Bureau decided to address, without substantation, 1ts “serious
concerns” that frequent use of payday loans harms consumers. The SBREI'A
Outline the Bureau produced in March 2015, like the White Paper, refers
repeatedly to the possibility of consumer harm as a basis for rulemaking but,
again, provides no supporting data.'” Now, the Bureau has issued a proposed

chronic cash flow shortages™); p. 44 (... the current repayment structure of payday loans and
deposit advances, coupled with the absence of significant underwriting, likely contributes to the risk
that some borrowers will find themselves caught in a cycle of high-cost borrowing over an extended
period of time”).

" Petition of Community Financial Services Association of America, Ltd. For Retraction Of
“Payday Loans and Deposit Advance Products: A White Paper of Initial Data Findings”, June 20,
2013. We believe that this CFSA petition was well-founded and the Bureau’s response insufficient.
However, we will not revisit the details of the exchange between the CFSA and CFPB here.

" Response of CFPB to CFSA Petition, August 19, 2013.

' “The Bureau’s findings through its research and market monitoring underscore the risks to
consumers from these various practices and features of short-term loans. In April 2013, the Bureau
published initial findings on consumer use of short-term payday loans and deposit advance products;
in March 2014, the Bureau published further analysis of the data on short-term payday loans.”
Outline of Proposals Under Consideration and Alternatives Considered, Consumer Financial Protectzon Burean,
Small Business Advisory Review Panel for Potential Rulemakings for Payday, Vehicle Title, and
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rule intended to address harm caused by frequent use, but, again, has not
defined the harm or explained when it occurs except to say that consumers
who borrow repeatedly incur “substantial costs” by doing so."”

It is surprising that the Burcau developed a rule intended to address its
concerns about consumer harm before subjecting those concerns to a tigorous
(and transparent) application of data. One explanation may be the Bureau’s
statement that it views concerns about consumer harm resulting from sustained
payday borrowing as “uncontroversial.”'®

There is no disagreement that the cost of a payday loan 1s more expensive than
other credit products, such as larger and longer term secured loans. However,
these options are often not available to our botrowers or are not responsive to
our borrowers’ needs. Many borrowers have installment loans 1 addition to
payday loans, but these types of loan products are not direct substitutes and
address very different needs. The expense of a payday loan, whether as a single
loan ot in a sequence of loans, can only be judged relative to other alternatives
available to and considered by a payday loan borrower. Citing the monetary
cost of repeated loan use does not relieve the Burcau of its obligation to
address difficult questions on which state and federal regulators, scholars and
researchers have disagreed. T'or example, the Burcau has no research as to the
effect of repeated payday borrowing on a consumer’s overall financial health,
whether payday loans are relatively more harmful than other options available
to payday borrowers, and whether a certain number of loans in a sequence 1s
proven to have a detrimental effect on a payday loan borrower as compared to
those other available alternatives. The Bureau must support the proposed rule
with a data-driven analysis of these and related questions.” The White Paper
does not provide this support, and the Bureau has not provided it in
connection with the proposed rule issuance.

The CEFPB has suggested that consumers are harmed when they use multiple

Similar Loans (March 26, 2015), p. 10, available at

http:/ /files.consumerfinance.gov/f/201503_cfpb_outline-of-the-proposals-from-small-business-
review-panel.pdf.

" The commentary to the proposed rule also mentions account closure as a possible result of the
consumer’s defaulting in a payday loan, based on the Bureau’s April 20, 2016 report entitled “Online
Payday Loan Payments.” The Bureau has not, however, demonstrated any causal link between
online payday loan payments and account closure in that report or elsewhere.

" Response of CFPB to CFSA Petition, p. 5.

" The Dodd-Frank Act uses the term “injury” to define an unfair or abusive practice. We use the
term “harm” because that is the term the Bureau has used consistently.
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payday loans within an arbitrary time frame.” If the Bureau has adopted this
definition of “harm,” it has concluded informally, without explanation or
supporting evidence that a consumer who borrows frequently is paying more
for the loan than it is worth and thus struck a bad bargain or behaved
irrationally.”’

The only way to reach this conclusion, however, is to treat the consumer’s
decision to use a payday loan as if it were made in a vacuum. It ignores the fact
that the borrowers receive loan proceeds and liquidity not once at the
beginning of a sequence of loans, but recetves proceeds with each new
transaction, which provides additional value and liquidity used to pay new
obligations each time. It further ignores the fact that a payday loan is neither a
bad bargain nor irrational if it avoids a greater cost in the form of, for example,
a lost job, damage to formal credit standing, or discontinuation of utility
service, regardless of how frequently it is used.

Because the Bureau has already issued the proposed rule, we are not now
requesting retraction of the speculative statements about consumer harm in the
White Paper. We have reviewed the proposed rule and the Bureau’s
“Supplemental Findings on Payday, Payday Installment, and Vehicle Title
Loans, and Deposit Advance Products” with the expectation of finding new
data and analysis demonstrating the consumer harm to be addressed and
establishing the relationship between the demonstrated harm and the
substantive elements of the rule. Having found no such supporting analysis,
we are requesting (in Section 3 below) that the Bureau provide it before
proceeding to final rulemaking.

* See, e.g., CFPB Press Release, March 25, 2014, “CFPB Finds Four out of Five Payday Loans are
Rolled Over or Renewed”, available at http:/ /www.consumerfinance.gov/about-
us/newsroom/cfpb-finds-four-out-of-five-payvday-loans-are-rolled-over-or-renewed (“The study
also shows that the majority of all payday loans are made to borrowers who renew their loans so
many times that they end up paying more in fees than the amount of money they originally
borrowed.”); CFPB White Paper, p. 4 (“A primary focus is on what we term ‘sustained use’ — the
long-term use of a short-term high-cost product evidenced by a pattern of repeatedly rolling over or
consistently re-borrowing, resulting in the consumer incurring a high level of accumulated fees.”).

*! The CFPB suggests in the White Paper that consumers who are sustained users of payday loans
may not be behaving rationally. See, e.g., CFPB White Paper, p. 44 (“It is unclear whether
consumers understand the costs, benefits, and risks of using these products.”); CI'PB White Paper,
p- 22, n. 27 (“an important policy question here is the benefit the consumer recetves, in the form of
credit extended, in return for the fees paid . . .”).



2) The Challenged Information is “Influential” Information Subject to

Heightened Standards for Transparency and Reproducibility that the CFPB
has not met

a) The Definition of “Influential” Under OMB and CFPB Guidelines

OMB Guidelines define “Influential” information to mean information that has
“a clear and substantal impact on important public policics or important
private sector decisions.”” The CI'PB Information Quality Guidelines use the
same defmition.

At the time the White Paper was 1ssued, it was unclear to what extent the
CIPB planned to use the White Paper to support its payday lending
rulemaking. In fact, in the White Paper™ and a subsequent response to a
Section 515 petition by the Community I'inancial Services Association™', the
Bureau stated that the White Paper was merely an inttial step in an ongoing,
review process to include further fact gathering and analysis.

These statements suggested that the White Paper was not expected to have a
substantial impact on public policy. However, the SBREIFA Outline discusses
the White Paper findings extensively as a basis for the Burcau’s “concern”
about intensive use of pavday loans and its plans to intervene in the market
through rulemaking.” On June 2, the Bureau issued a notice ot proposed

ul kine based in par he White P: Ao 20

rulemaking bascd in part on the White Paper findings.

* Guidelines for Ensuring and Maximizing the Quality, Objectivity, Utility, and Integrity of
Information Disseminated by Federal Agencies, 67 Fed. Reg. 8452, 8460 (Feb. 22, 2002).

* CFPB White Paper, p. 44 (“Our findings thus raise substantial consumer protection concerns.
The CFPB intends to continue its inquiry into small dollar lending products to better understand the
factors contributing to the sustained use of these products by many consumers and the light to
moderate use by others.”)

* “Finally, we note that the white paper presents ‘initial data findings’, a phrase used to reflect the
fact that we intend to conduct initial data analysis using the data we have in hand, as well as obtain
additional data.” CFPB response to CFSA petition, p. 5.

® See SBREFA Outline at p. 10, “The Bureau’s findings through its research and market monitoring
underscore the risks to consumers from these various practices and features of short-term loans. In
April 2013, the Bureau published initial findings on consumer use of short-term payday loans and
deposit advance products; in March 2014, the Bureau published further analysis of the data on
short-term payday loans.”

** See, e.g. CFPB Proposed Rules, “Payday, Vehicle Title, and Certain High-Cost Installment
Loans”, pp. 224-28 (discussing results of White Paper).
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The payday lending rule represents the CI'PB’s decision as to whether, and 1n
what form, consumers should have access to pavday loans. This 1s a public
policy decision of the most important type, and the rule’s effect will be
substannal.

By the Bureau’s own calculations, the rule will, if implemented as currently
proposed, dramatically curtail the short-rerm consumer lending market.
Additionally, the rule as outlined in the SBREFA process has already prompred
publicly-traded lenders to announce their exit from the payday lending
business, and the industry expects many other lenders to exit as a result of the
recent proposed rule announcement.

‘The White Paper is now having a substantial impact on public policy and
private sector decision-making, which means that it is “influential” intormation.
As such, it cannot be relied upon to support the proposed pavday lending rule
unless it meets the applicable reproducibility and transparency standards under
OMB and CI'PB Guidelines.”

b) Requitements for “Influential” Information Under OMB and CFPB
Guidelines

The OMB Guidelines require the Bureau, when disseminating influential
information such as the White Paper, to be sufficiently transparent about the
data and methods it has used to allow third parties to reproduce the results.
‘The CI'PB’s own Information Quality Guidelines require that, when
information is determined to be “influential”, “an added level of scrutiny will
be applied, including an assurance that the information is repre yducible.™™ The
OMB mtended the reproducibility standard to “cultvate a conststent agency

3320

commitment to transparency about how analytic results are generared

" A study not initially considered to be “influential” may become so if it is later relied upon by an
agency to support “an important and far-reaching regulation.” In such cases, the OMB Guidelines
would “require the rulemaking agency, prior to publishing the notice of proposed rulemaking, to
evaluate [the study| to determine if the analytic results stated therein would meet the ‘capable of
being substantially reproduced’ standards in [the OMB Guidelines| and, if necessary, related
standards governing original and supporting data in [the OMB Guidelines|.” 1f the study does not
meet the reproducibility standard, the agency may still rely on it, but only if the study meets the
transparency standard and the agency complies with, and discloses, the “robustness checks”
performed to ensure information quality. OMB Guidelines, 67 Fed. Reg. 8452 at 8457.

* CFPB Information Quality Guidelines

* 67 Fed. Reg. 8452, 8456
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Public access to original data is the preferred approach to reproducibility under
the OMB Guidelines. The Guidelines emphasize that the reproducibility
standard is intended to ensure sufficient transparency to allow the public to
evaluate the extent to which the results depend on the agency’s assumptions
and choice of analytic methods.

The OMB Guidelines recognize that there are situations in which granting
public access to the tesearch data set would enrail violation of a compelling
privacy interest. The Guidelines make cleat, however, that agencies are
expected to seck alternative methods of ensuring reproducibility in such cases,
such as, for example, having results replicated by a third party subject to the
same confidentality restrictions as agency staff. Where even confidential third-
party replication is not possible, meaning that the reproducibility standard
cannot be met, the agency is required to perform documented “robustness
checks” and to document with the information dissemination its cfforts to
ensure an appropriate level of information quality.

c) The White Paper Release Fails to Meet OMB and CFPB Standards for
“Influential” Information

‘The CI'PB’s release of the White Paper conformed to neither the
reproducibility standard nor the alternative “robustness check™ requirement set
out in the OMB Guidelines. In fact, the issuance shows a notable lack of
transparency about the data and methods used. The CFPB did not disclose the
data set it used to produce the White Paper, the number of lenders or
borrowers sampled, the amount of overlap between the sampled lenders’
portfolios, the criteria used to select lenders, the start and end date of the
sample periods for cach lender, the states where loans were originated or the
distribution of loans among the 33 states sampled.

The CEFSA filed a Section 515 petition requesting disclosure of the data set on
June 20, 2013, "The CFPB denied the petition on the grounds that the dara was
“confidential supervisory information” and disclosure could result in
“identification of the lenders and characteristics of their businesses, products or
customers”. It is not obvious how disclosure of, for example, the number of
lenders sampled, the state of origination of sampled loans, or the distribution
of sampled loans among various states could result in the identtication of any
lender. ‘The Burcau’s response did not differentate among the different
categorics of information the CESA pettion requested.

" CFPB Response to CI'SA Petition, p. 3.
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The Bureau’s blanket refusal to disclose any of the data undetlying the White
Paper precludes any public testing of the White Paper results. These
discrepancies cannot be analyzed because the CIPB has not disclosed any of

the original data it examined.

The lack of information accompanying the White Paper issuance also raises an
obvious question: what prevented the Bureau from releasing, the data in
depersonalized or redacted form to protect the borrowers” and lenders’
identides? Other federal agencies and independent researchers routinely
depersonalize and publish their data sets to allow replication and sensitivity
analysis by third parties. To take just one example from tederal bank regulatory
agency publications, the FDIC made public the tull resulrs of its 2009 survey of
bank lending practices, which constituted confidential supervisory data.”

Even if, as the Burcau claims, confidentiality concerns prevented disclosure of
the White Paper data set, the OMB Guidelines and the CI'PB’s internal policy
require the Bureau to take documented steps to ensure robust data quality.”
Other than stating generally that the White Paper had been subjected to “an
extensive pre-publication review process within the Burceau, involving multiple
Burcau divisions™ -- a review process that may or may not have involved
intensive statistical and data analysis -- the CIPB has not provided any details
on the steps it took to ensure information quality.

The CIPB certainly did not undertake to ensure that the White Paper data was
reproducible, as 1ts own Information Quality Guidelines require with respect to

! EDIC, THE EFFECTS OF UNDERWRITING PRACTICES ON LOAN LOSSES: EVIDENCE FROM THE
FDIC SURVEY OF BANK LENDING PRACTICES (Aug. 2009), available at

https:/ /www.fdic.gov/bank/analytical /cfr/ 2009 /aug/CFR_2009_okeefe.pdf.

* See, e.g. OMB Guidelines, 67 Fed. Reg. 8452, para. V(3)(B)(1i) (“In situations where public access
to data and methods will not occur due to other compelling interests, agencies shall apply especially
rigorous robustness checks to analytic results and document what checks were undertaken.”); OMB
Guidelines, 67 Fed. Reg. 8452, 8455 (“Agency guidelines need to achieve a high degree of
transparency about data even when reproducibility is not required.”); CI'PB Information Quality
Guidelines (“The Bureau will comply with all legal and policy rules, regulations, directives, and
guidance governing any phase of the process. High quality information represents a performance
goal for organizational components of the Bureau who are charged with disseminating information .
.. The Bureau will disseminate information that meets high standards as confirmed by stringent
internal review and approval processes.”).

" CFPB Payday Lending White Paper, p. 3.
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“influential” information.™ It is also clear that no independent third party
reviewed the White Paper prior to its release: though, as OMB Guidelines
suggest, this could have been done with the use of appropriate confidentality
agreements.

3) Description of Corrective Measures Requested

In light of the deficiencies we identified above, we are requesting that the CEFPB take
the following corrective measures:

a) Publish, in redacted or de-identified form, the full data set used to produce the
White Paper and the 2014 Data Point together with imformation necessary tor
independent evaluation of the results, including, withour limitation, the number
of lenders sampled, the amount of overlap between the sampled lenders’
portfolios, the criteria used to select lenders, the start and end dare of the
sample periods for cach lender, the 33 states where loans were originated and
the distribution of loans among the states sampled.

b) Use the CEFPB's supervisory authority to collect and study a more robust data
set including, for example: loan type, repayment structure, period of
indebtedness, state of origination, and number and frequency of renewals with
respect to each loan originated over at least a four-vear period.

¢) Usc the data desceribed in the preceding paragraph to conduct a study on
sustained usc over a four-year sample period as a means of evaluating the
discrepancy between the White Paper findings and the results of the attached
Clarity study.

d) Supportt the speculative statements about consumer harm currently contained
in the White Paper and the 2014 Data Point with data that meets the OMB and
CEFPB standards for information quality generally and the objectivity standard
in particular. Dclay final rulemaking until the CI'PB has evaluated this
additional data and allowed sufticient ime for public comment.

In addition to the corrective measures requested above as to the White Paper, we
have substantial concerns as to the additional rescarch recently released by the CEPB
and whether this new research would meet the robust standards set forth in the

34 o~ . . SIRT 5 o - . o

" CFPB Information Quality Guidelines (“When information is determined by an organization
component to be ‘influental,” an added level of scrutiny will be applied, including an assurance that
the information 1s reproducible.”)
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ONMDB’s and the CI'PB’s guidelines on information quality. We urge the CIPB to re-
examine this rescarch, release all the data, as applicable, and subject the research to
third-party peer review.

4) Description of how Advance America is Affected by the Identified
Information Errors

Advance America, Cash Advance Centers, Inc. is a small-dollar lender subject to the
proposed rule the Bureau issued on June 2. The regulation is based in patt on the
White Paper. For the reasons described above, we believe the White Paper fails to
meet OMB and CFPB information quality guidelines and request that the CI'PB take
the corrective steps described above.

Sincerely,

ssica Steadman Rustin
Managing Cotrporate Counscl
Advance America, Cash Advance Centers, Inc.
135 N. Church Street
Spartanburg, SC 293006
(864) 342-5079

jrustinf@advanceamerica.net
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