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Thank you for the opportunity to testify today regarding the oversight of rent-to-own stores in New
York City. My name is T.T. To, and | am a Program Associate at the Neighborhood Economic
Development Advocacy Project (NEDAP). NEDAP is a nonprofit resource and advocacy center that
provides legal, technical and policy support to community groups and individuals in New York City’s
low income neighborhoods and communities of color. Founded in 1995, NEDAP promotes economic
justice and works to eliminate discriminatory economic practices that harm communities and
perpetuate inequality and poverty.

Our organization has been at the forefront of exposing and combating discriminatory and abusive
lending practices - and to promoting fair and responsible lending, debt collection and foreclosure
prevention practices - in New York City. We thank the City Council for holding this hearing today on
rent-to-own - a segment of the high-cost, small loan industry that now pervades and extracts
considerable wealth from lower income neighborhoods and communities of color.

NEDAP supports the City Council’s resolution calling on the NYS legislature to strengthen consumer
protections for rent-to-own customers.

Rent-to-own stores are notorious for their abusive practices, including:
> Targeting low income consumers and communities of color in NYC.

NEDAP has documented the prevalence of rent-to-own stores, among other high-cost and fringe
financial institutions, in low income neighborhoods and communities of color in NYC. As you can see
from the attached maps, Rent-A-Centeri, the largest rent-to-own chain, places its stores almost
exclusively in low and moderate income census tracts, immigrant communities, and middle-income,
majority black and Latino neighborhoods.

The Brookings Institution has reported that 60% of rent-to-own customers earn less than $25,000 a
year, while the rent-to-own industry has stated that 3 out of 4 of its customers, nationally, have
household incomes between $15,000 and $50,000 per year.i

The industry argues that it is simply meeting market demand. We would argue that the lack of
consumer credit alternatives for lower income people does not create a license to gouge them.

» Charging inflated “cash prices” for merchandise.

New York State’s Property Law allows rent-to-own stores to set a “cash price” for each item of
merchandise it sells, and to charge customers who enter into rental purchase agreements up to
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twice the cash price. Research by numerous consumer advocates, as well as the New York City
Council, has confirmed that rent-to-own stores typically set cash prices that are significantly higher
than the average retail price.

In other words, a television normally valued at $500 might be available for purchase at a cash price
of $900 at a rent-to-own store. A customer who does not have the money to purchase that television
outright could enter into a rental purchase agreement where she would end up paying $1,800 -
nearly four times the actual value of the television.

Empire Justice Center, based in Rochester, New York, has estimated that Rent-A-Center has
overcharged New York State consumers approximately $40 million between 1998 and 2007 as a
result of its pricing practices.ii

» Securing an exemption from New York State’s usury cap and other consumer protections.

Rent-to-own retailers make merchandise available to consumers through payment installment plans.
Rent-to-own transactions are in fact extensions of credit, yet, because of carve-outs the industry has
in our state’s usury law, rent-to-own transactions are not subject to the same laws and regulations as
most of other types of loans. As a result, rent-to-own customers in New York routinely pay effective
annual interest rates of 100%, 300% or higher — far exceeding New York State’s criminal usury cap
of 25%.

Recommendations

NEDAP convenes New Yorkers for Responsible Lending (NYRL), a fair lending coalition comprised of
more than 140 civic and community groups, as well as community development financial
institutions, from throughout the state. NYRL opposes the rent-to-own industry’s circumvention of
state consumer protections, and its targeting of low income consumers and communities of color.

NEDAP urges the NYC Council to call on the New York State legislature to amend Article 11 of the
Personal Property Law so that rent-to-own contracts are treated as retail installment sales
agreements (leases). This would have the effect of subjecting rent-to-own agreements to New York
State’s usury law and other consumer protection statutes.

NEDAP also encourages the City Council, working with the Office of Financial Empowerment (OFE)
and the Department of Consumer Affairs (DCA), to continue to call public attention to the high cost
and often abusive nature of “renting-to-own,” and to promote sound, low-cost alternatives, such as
layaway and installment plans and low-cost consumer loans available through local community
development credit unions.

Finally, we encourage OFE and DCA to investigate potential violations of New York City’s Consumer
Protection Law, as well as consumer disclosures and other provisions of Article 11, by rent-to-own
stores.

Thank you again for the opportunity to testify at today’s hearing,

" Rent-A-Center is “the largest operator in the United States rent-to-own industry with an approximate 36% market share based on
store count,” (Rent-A-Center 2007 Annual Report, p. 1).

i Rent-A-Center 2007 Annual Report, p. 1
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