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p>For years, policymakers and consumer advocates have worked to prevent borrowers
from getting trapped in a long-term cycle of debt. But a recent development, online
payday lending, raises new policy challenges and poses a particular threat to consumer
protection efforts at the state level.,Applying for a payday loan is simple â€“ dangerously
so. The borrower provides his or her name, social security number, employment history,
monthly income and other basic information. The lender also obtains the borrower's bank
account and routing numbers. The loan proceeds are then deposited into that account, and

the payments are withdrawn on or around the borrower's payday.,Whether we're talking
about a storefront or an online loan, the lender relies on direct access to a bank account to
collect payments. Unlike storefront payday loans, though, online loans are usually repaid
in installments, and instead of leaving a post-dated check on file with the lender,
borrowers authorize lenders to make electronic withdrawals directly from their bank
accounts.,In the event of default, some loan contracts even allow lenders to collect the
entire amount owed, often through the little-known practice of remotely created checks.
payday loans in fontana california
Remotely created checks, unlike the paper checks used to secure storefront payday loans,
are generated by the lenders themselves and not signed by the borrower.,As long as these
consumer protection challenges go unaddressed, borrowers with online payday loans will
continue to face abusive practices and limited options for redress if they run into trouble.
Ensuring that all lenders play by the same set of rules and that consumers can make
informed choices about their credit options means both addressing payment and
collection abuses and cracking down on lenders who seek to evade much-needed and
hard-fought state consumer protection laws.
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