@Congress of the Wniten States
Washington, AC 20515

April 4, 2019
The Honorable Mike Quigley The Honorable Tom Graves
Chair Ranking Member
Subcommittee on Financial Services Subcommittee on Financial Services
and General Government and General Government
U.S. House of Representatives U.S. House of Representatives
Washington, DC 20515 Washington, DC 20515

Dear Chairman Mike Quigley and Ranking Member Tom Graves:

As you work on the Fiscal Year 2020 Financial Services Appropriations bill, we respectfully
request that you provide no less than $10 million to fund the Small Dollar Loan Program (SDLP)
under Section 1206 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

This Dodd-Frank provision authorizes the establishment of grants toward loan loss reserve funds
that encourage Community Development Financial Institutions (CDFI), including CDFI-banks
and credit unions, to establish safe and affordable small dollar loan programs. The ultimate goal
of SDLP is to help consumers enter the financial mainstream and access more affordable
alternatives to higher-cost small dollar loan products.

According to the Federal Deposit Insurance Corporation’s 2017 National Survey of Unbanked
and Underbanked Households, over 25 percent of Americans rely on alternative financial
services, including payday loans, refund anticipation loans, rent-to-own services, pawn shop
loans, and auto title loans. Encouraging CDFIs, including certified nonprofits, banks and credit
unions, to go deeper in the credit scoring pool in a safe and sound way has the potential to
increase competition, encourage better underwriting standards, and ultimately drive down the
price of relatively high cost credit.

This program should not be perceived as an ongoing taxpayer-provided subsidy, but rather as an
initial investment in the financial health of America’s most underserved financial
consumers. When the Treasury Department requested funding for SDLP in its FY17 budget
request, the Department testified that SDLP “will not be designed to offer permanent subsidy to
CDFIs providing such loans”. Rather, the program would help with the initial start-up costs and
perceived regulatory risks that historically discouraged banks and credit unions from entering the
small dollar loan space. The Treasury Department estimated that losses under a well-run SDLP
program would typically range from 2 to 6 percent, consistent with most unsecured loans.

Furthermore, the House Committee on Financial Services requested $10 million to fund this
program in its Budget Views and Estimates for Fiscal Year 2020.
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Considering the billions in fees Americans pay annually in higher cost financial products, $10
million is a small investment Congress can make that can go a long way toward improving the
financial health of Americans by increasing competition while encouraging better consumer
practices in the small dollar lending space. This investment will assist America’s most
underserved financial consumers in urban, rural, and Native American communities where lack
of access to the financial mainstream is a common, persistent and costly challenge.
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