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Legislators back away from 'signature loans'
By Howard Fischer

CAPITOL MEDIA SERVICES

PHOENIX — State legislators said Friday they won't authorize a new type of high-interest loan in Arizona after
learning about business practices employed by the company pushing to change the law.

Rep. Marian McClure, R-Tucson, said documents she reviewed about Security Finance Corp. convinced her the
company's practices would make its expansion into Arizona not in the best interests of consumers.

She said the documents showed the company had routine practices designed to keep "flipping" loans — repeatedly
refinancing them and tacking on new fees to increase the amount owed. Employees were pressured to harass and
discourage customers from paying off loans, and to get them to take out more loans, McClure said.

In an Oklahoma case, a jury fined the company $1.75 million in punitive damages in 2004 for taking advantage of a
mentally challenged customer to get him to renew his loan 35 times, racking up more and more fees. That verdict
is on appeal.

McClure, who described herself as "furious" and "sick to my stomach" about what she read, said she will use her
position as a veteran lawmaker to ensure the company never does business in Arizona.

Rep. Ted Carpenter, R-Phoenix, sponsor of the bill, said it is dead.

"I wasn't given all the information on it," said Carpenter, who chairs the House Committee on Financial Institutions
and Insurance.

Despite that, Philip Holt, the company's vice president of government relations, said he hopes to persuade
legislators to revive the legislation to allow his company, which operates in 19 states, to expand to Arizona.

The legislation is designed to allow "signature loans."

It would allow unsecured loans of up to $1,000. A company lobbyist said that with fees and interest, the annual
percentage rate could run as high as 180 percent.

McClure said that did not bother her, as some people have no other options. She added some consumer protections
to the company-proposed legislation, like limits on late charges.

But that was before she and Carpenter got details about the Oklahoma incident, where court records show Security
Financial loaned money to a man with an IQ of less than 60. The loan was renewed more than 35 times, resulting
in monthly payments of fees and interest close to $500 out of his total disability income of $545.

Holt said the Oklahoma case was "an extreme situation" not typical of company operations. He said he hadn't seen
the documents produced at trial.

But he said renewals are not unusual because his company sees its product like a credit card. Once people make
some payments on a loan, they can get a check for the "equity" they have in those payments in the form of a
another loan — another loan that generates new fees.
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