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Executive Summary 
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

North Carolina has strong consumer lending protections that limit the interest and fees lenders may  
charge consumers. Yet high-cost lenders employ myriad tactics to evade those protections, often using 
“Rent-a-Bank” arrangements to circumvent the state’s longstanding limits.1 These arrangements allow  
nonbank lenders to “rent” a bank’s charter to originate loans that the fintech company markets, services,  
and collects on, making these loans difficult to identify through traditional regulatory data.2

The Center for Responsible Lending analyzed 7,274 personal bankruptcy filings in North Carolina 
between 2018 and 2023. The analysis found:

• 	 Rent-a-Bank lenders were listed as creditors in nearly 15% of bankruptcy filings. Of the 7,274 filings 
reviewed, 1,055—or 14.5%, roughly one in seven—listed one or more Rent-a-Bank lenders as creditors.

• 	 Many loans exceeded North Carolina’s interest-rate limits. CRL reviewed 123 claims from eight  
lenders. Among 58 claims with visible APR disclosures, rates ranged from 14% to 388%, and at least  
44 exceeded the 33% cap applicable to the loans reviewed.

• 	 Even loans advertised below 33% APR could violate North Carolina law. Nearly all of the Avant  
contracts CRL reviewed exceeded the rates permitted under the state’s tiered system of maximum 
finance charges.

• 	 A $600 loan at 388% APR resulted in a claim of nearly twice the amount borrowed. A Creedmoor 
borrower took out an Enova/CashNet USA loan, resulting in a $1,367 claim in bankruptcy, compared  
with $712.57 if the loan had complied with North Carolina law.

• 	 Rent-a-Bank borrowers carried substantial debt burdens. Nearly three-quarters (74%) reported  
annual incomes below $60,000, while average assets were $115,140 and average liabilities were 
$172,000. More than half of their average liabilities were unsecured, including personal loans, credit 
cards, and other debts.

At a time when many North Carolina families are struggling to meet basic expenses, loans carrying excessive 
interest rates and fees can deepen financial hardship rather than provide access to affordable credit.

North Carolina should ensure that its consumer lending laws apply to fintech lenders operating in the state, 
regardless of how those lenders structure their relationships with banks. State and federal regulators should 
strengthen oversight of bank-fintech partnerships and take action to prevent these arrangements from 
being used to evade state consumer protections.
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North Carolina has long prioritized protecting its res-
idents from predatory, high-cost lending schemes.3 
State law explicitly provides that it is the “paramount 
public policy” of the state to protect North Carolina 
residents through the application of interest-rate 
laws.4 Consistent with this policy, North Carolina reg-
ulates consumer lending through multiple statutory 
frameworks that vary by lender and loan type. 

Banks and savings institutions are generally governed by Chapter 24, North Carolina's general usury law.  
For certain consumer loans under $5,000, banks may charge up to 36% APR, including interest and  
origination fees.5  

By contrast, the Consumer Finance Act (CFA) requires nonbank entities engaged in the business of making 
or servicing consumer installment loans of $25,000 or less to obtain a license from the Commissioner of 
Banks.6 The CFA broadly regulates lenders that directly or indirectly charge, collect, or receive compensation 
in connection with consumer loans that exceed the limits permitted under Chapter 24 without first  
obtaining a license.7 

The CFA also provides important consumer protections. It limits the interest rates licensed lenders may 
charge through a system of blended, tiered maximum finance charges. For loans of $4,000 or less, the  
highest permissible rate is 33% on the first tier of the unpaid balance.8 Loans made in violation of the Act  
are void, and the lender cannot enforce the loan or collect the principal, interest, fees, or other charges. 

North Carolina law also contains anti-evasion  
protections. The CFA applies to any lender that seeks  
to avoid its requirements “by any device, subterfuge,  
or pretense, whatsoever.”9 North Carolina courts have 
interpreted this provision broadly, recognizing that  
the General Assembly strengthened the CFA in 2006  
to address evolving schemes designed to circumvent 
the state’s lending laws and avoid regulation.10 North 
Carolina courts likewise refuse to enforce contractual 
provisions that would undermine consumer protections. 

In Leake v. AutoMoney, Inc., the N.C. Court of Appeals recognized the state’s interest rate limits reflect a  
“fundamental public policy” that cannot be waived by contract unless all the relevant contractual activities 
occurred entirely outside North Carolina.11, 12 

This same policy extends to out-of-state lending. The CFA provides that loans of $25,000 or less made  
to North Carolinians by lenders located out of state are unenforceable if they exceed North Carolina’s  
interest-rate limits.13

North Carolina’s Consumer Lending Protections 
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

North Carolina law also  
contains anti-evasion  
protections. The CFA  
applies to any lender  
that seeks to avoid its 
requirements “by any  
device, subterfuge, or  
pretense, whatsoever.”10 

North Carolina regulates  
consumer lending through 
multiple statutory frameworks 
that vary by lender and 
loan type. 
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Together, these statutory provisions and judicial decisions demonstrate North Carolina’s longstanding com-
mitment to ensuring that lenders cannot, directly or indirectly, evade the state’s consumer protections by 
structuring loans across state lines. The Rent-a-Bank business model is designed to dodge these protections. 

Federal enforcement actions highlight similar concerns about transparency and borrower harm in the online 
lending market. In 2018, prior to LendingClub becoming a bank, the Federal Trade Commission sued the 
then non-bank lender, alleging that the company misled borrowers by advertising loans with “no hidden 
fees” while charging substantial upfront costs.14 A 2025 settlement required the lender to return more than 
$10 million to affected borrowers, including more than 2,000 borrowers in North Carolina who collectively 
received $493,330.15 

Against this legal backdrop, the findings below provide new evidence of how Rent-a-Bank lending operates 
in practice in North Carolina, including how frequently these lenders appear in bankruptcy filings and the 
loan terms borrowers receive. Bankruptcy records offer insight not only into the prevalence of Rent-a-Bank 
but also who ultimately appears as the creditor in court proceedings. 

Federal Context 
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Methodology 
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Through bankruptcy filings data available through the Federal Judicial Center and the Public Access to Court 
Electronic Records (PACER, the federal electronic court records system), CRL examined the presence of Rent-
a-Bank lending in North Carolina and the loan terms borrowers received. We reviewed 7,274 Chapter 7 and 
Chapter 13 bankruptcy filings, the entire universe of personal bankruptcy cases that were filed in North 
Carolina courts between 2018 and 2023 and closed by 2023. Using company names, we identified cases in 
which known Rent-a-Bank lenders and banks were listed as creditors in PACER and pulled any available 
claims.16 These claims are frequently accompanied by the underlying loan agreements. We reviewed both 
the loan terms — the APR, duration of the loan, and fees — and confirmed that the loan had been made in 
North Carolina.

Not all companies listed as creditors filed claims, which limited our analysis. Case information was augment-
ed by filer data from the Federal Judicial Center’s bankruptcy database to understand filers’ assets, liabilities, 
income, and claims at the time of filing.

This paper evaluates the loan terms under the CFA and Chapter 24. Because banks are exempt from the CFA, 
the analysis focuses on the activities of the nonbank fintech companies identified in the bankruptcy record-
ings. Specifically, this paper examines whether these activities are the type governed by CFA and whether 
the loan terms would comply. The findings below use bankruptcy records to identify lending arrangements 
that raise important questions about how North Carolina’s consumer lending laws apply to Rent-a-Bank.
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Findings 
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Rent-a-Bank lenders were listed as creditors 
in nearly 15% of bankruptcy filings. 

CRL found clear evidence of Rent-a-Bank and  
other forms of evasion of interest rate limits in 

 

 
 

 

 

North Carolina. Of the 7,274 filings between 2018
and 2023, 1,055 (14.5%, or one in seven cases) had
one or more Rent-a-Bank lenders listed as creditors. In these Rent-a-Bank cases, the top lenders listed as 
creditors were LendingClub, Avant, and Upstart, with LendingClub listed in nearly one in three cases and 
Avant and Upstart in one in five cases. Except for LendingClub, which became a national bank in 2021,

  these fintech companies offer unsecured personal loans marketed for debt consolidation and household 
expenses, partnering with out-of-state banks such as WebBank (Utah-chartered) and Cross River Bank
(New Jersey-chartered).17

CRL’s analysis also identified known high-cost lenders such as OppFi, Enova, EasyPay, and Check ‘n Go, 
though they appeared less frequently in the filings. These fintech lenders are known to issue installment 
loans and lines of credit at triple-digit APRs through partnerships with five out-of-state banks: Republic 
Bank and Trust (Kentucky-chartered), FinWise Bank (Utah-chartered), CC Bank (Utah-chartered), First

18Electronic Bank (Utah-chartered), and Transportation Alliance Bank (Utah-chartered).

Of the 7,274 filings between 
2018 and 2023, 1,055 (14.5%,  
or one in seven cases) had one 
or more Rent-a-Bank lenders 
listed as creditors.

Figure 1. Creditor Distribution in Bankruptcy Filings with One or More Lenders Evading  
North Carolina Law
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Companies filed claims in 12% of cases, which CRL reviewed to understand the terms and conditions that 
borrowers were offered. We reviewed 123 claims from American First Finance, Avant, Check ‘n Go, EasyPay, 
Enova, OppFi, FinWise, and Cross River Bank. The APR disclosures visible in 58 claims ranged from 14% to 
388%, with loan amounts ranging from $372 to $21,600. More than one-third of the claims we reviewed (44) 
had APR disclosures in excess of the 33% rate cap. In some cases, fintech lenders provided borrowers’ pay-
ment histories as part of the claim instead of the loan documents. 

Rent-a-Bank Loans Have APRs That Exceed State Law Limits

Our sample held two distinct types of Rent-a-Bank loans — those with loans made by lenders like  
Avant, Upstart, and Upgrade, which typically carry annual percentage rates at or below 36% APR, and  
those made by lenders like OppFi and Enova, which carry triple-digit interest rates on loans ranging from 
$500 to several thousand dollars. For the first group of lenders, the amounts offered ranged widely from 
$1,000 to $75,000, depending on the company. Even at sub-36% APRs, these loans can be costly, with  
large loan balances that generate high monthly payments and significant interest costs, leaving borrowers 
vulnerable to financial strain. 

Despite not carrying the eye-popping, triple digit APRs of some of the more notorious lenders, these  
loans may nevertheless exceed North Carolina’s interest-rate limits. In our sample, we reviewed 10 contracts 
for North Carolinians who had borrowed from Avant, a lender that advertises APRs below 36%, with loan 
agreements reflecting that APR. All but one of the loans charged interest at rates exceeding those permitted 
under North Carolina law. Unlike states that impose a flat APR cap, North Carolina regulates licensed  
consumer installment loans through a system of blended, tiered maximum finance charges that vary based 
on the loan amount. This structure reflects lawmakers’ determination that the maximum permissible rate 
should decline as loan amounts increase. As a result, loans with APRs below 36% may still exceed the  
maximum rates authorized by state law. 

For example, a borrower in Eastern North 
Carolina obtained a $15,000 loan in December 
2015. Under the CFA, this loan should have a 
maximum APR of 18%. Using its bank partner, 
Avant made this loan at a 34% APR, resulting in 
finance charges of $12,632 over the life of the 
loan. Had this loan complied with North 
Carolina law, the total interest owed would 
have been a little over $6,000, with a total 
repayment of about $21,000. Although the 
original loan was structured as 47 monthly payments of $575.68, the borrower fell behind on payments and 
still owed $10,901 when they declared bankruptcy in June 2018, two and a half years later. Over that time, 
the borrower made payments of $13,037.80 — nearly as much as they originally borrowed. Of that 
$13,037.80, more than $8,000 went to interest.

Avant made this loan at a  
34% APR, resulting in finance 
charges of $12,632 over the life  
of the loan. Had this loan complied 
with North Carolina law, the total 
interest owed would have been  
a little over $6,000, with a total  
repayment of about $21,000. 



September 20261 9

Figure 2. TILA Disclosure for an Avant Loan that Violates North Carolina Law

Our sample also includes loan documents from predatory, high-cost lenders that show triple‑digit APRs, 
with borrowers often paying more interest than the amount they originally borrowed.

CRL reviewed dozens of loans made by FinWise Bank (Utah-chartered). Of these, all but one loan was  
made to a borrower located in North Carolina at the time of the loan agreement. These loans, on average, 
were relatively small (about $1,000) but carried APRs of 158%  — far above North Carolina’s 33% APR cap. 
One loan not only exceeded North Carolina’s interest-rate limits but also offered a repayment term of only  
6 months, even though state law requires a term of at least 12 months.19  

A borrower from Creedmoor, North Carolina, took out a $600 Enova/Cashnet USA loan in November 2016 
with bi-weekly payments for six months. The TILA disclosure for this loan shows a 388% APR, more than  
10 times the state’s interest-rate cap for loans of this size, with finance charges totaling $822.58. The  
borrower filed for bankruptcy in August 2019, and the lender’s claim included $593.37 in uncollected  
principal, $716.70 in uncollected interest, for a total of $1,367 — nearly double the amount borrowed. 
Had the loan complied with North Carolina law, the borrower would have paid just $712.57.
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Figure 3. TILA Disclosures for an Enova/Cashnet USA Loan More Than 10 times the Allowable 
Rate in North Carolina 
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Figure 4. TILA Disclosure for an EasyPay Loan 

Another borrower took out a point-of-sale auto repair loan from a Meineke affiliated mechanic in  
Fuquay-Varina, North Carolina. 

Unlike online installment loans, these loans are made at the point of check-out. Although the loan was 
arranged through EasyPay, which is listed as the creditor in bankruptcy filings, the installment loan contract 
shows Transportation Alliance Bank (Utah-chartered) as the lender. This borrower obtained a $750 loan at 
199% APR in November 2021 with payments due every two weeks for a year. The total finance charge for 
this loan was $1,028. The borrower filed for bankruptcy six months later, and the lender filed a claim for 
$750. This loan provides another example of a Rent-a-Bank arrangement being used to extend credit to a 
North Carolina resident on terms that exceed the state’s consumer lending protections. 
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Rent-a-Bank Loans Contributed to Borrowers’ Debt Burdens 

Borrowers at the time of bankruptcy experienced high debt burdens, contributing to significant economic 
strain. Nearly three-quarters (74%) reported annual income below $60,000, with an average income of just 
$48,913. Although many individuals reported assets such as homes, vehicles, or retirement accounts averaging 
$115,140 in total, they also carried substantial debt burdens with an average of $172,000 in total liabilities.20 

Figure  5. Distribution of Rent-a-Bank Borrowers by Income

Unsecured claims like personal loans, credit cards, and other debts accounted for a substantial portion of 
borrowers’ debt burdens. On average, borrowers owed $88,000 in unsecured claims compared to $85,000 in 
secured claims, such as car loans or other vehicles. 

While some debt can help borrowers build wealth (like mortgages and business loans), these Rent-a-Bank 
debts do the opposite, making it harder for borrowers to save money and qualify for credit that could help 
them achieve their financial goals.
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Conclusions & Recommendations
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

Rent-a-Bank schemes allow nonbank lenders to evade North Carolina’s interest rate limits that are  
intended to protect residents from predatory, high-cost loans. While some loans are structured to  
appear compliant with the state’s rate cap, their size, fees, and repayment structure can still impose a  
substantial financial burden on borrowers. Other loans clearly exceed the cap, charging triple-digit APRs  
for loans used for everyday expenses, such as car repairs, household goods, and other essential needs.  
The prevalence of these loans in bankruptcy findings highlights the real-world impact of Rent-a-Bank  
lending on financially vulnerable consumers. 

At a time of heightened affordability pressures, high-cost loans extract significant financial resources  
from North Carolina individuals and households, undermining financial stability and limiting the ability  
of families to meet basic needs and build long-term security.21

These findings also suggest that North Carolina’s strong consumer protection framework is being tested by 
lending structures that use Rent-a-Bank arrangements to evade the state’s interest rate limits. Strengthening 
oversight at both the state and federal levels is therefore critical to ensuring that existing protections remain 
effective in practice. 

CRL recommends the following actions to combat exploitative Rent-a-Bank schemes in  
North Carolina: 

•	 Require fintech lenders to be licensed and regulated under North Carolina law. The Rent-a-Bank 
loophole allows fintechs like Enova and OppFi to engage in shady bank partnerships to evade North 
Carolina law by claiming the bank, and not the fintech partner, is the lender. North Carolina’s Banking 
Commission should reject these fictitious relationships and require these lenders to be licensed  
under state law.

•	 Increase funding for enforcement and consumer legal support. The North Carolina General 
Assembly must increase dedicated funding to the North Carolina Attorney General and the Office of  
the Commissioner of Banks, and restore funding to Interest on Lawyers’ Trust Accounts (IOLTA) that  
supports the funding for civil legal aid services for those who cannot afford civil court representation. 
These investments would ensure that consumers have meaningful access to legal representation in  
disputes involving high-cost or potentially unlawful lending practices.

•	 Enhance federal oversight of bank-fintech partnerships and lending by banks. Federal banking  
regulators, including the Office of the Comptroller of the Currency (OCC) and the Federal Deposit 
Insurance Corporation, should ensure that Rent-a-Bank arrangements comply with consumer protection 
laws. These agencies have previously acted against similar structures in the payday lending context in 
the 1990s and can apply similar scrutiny to modern fintech partnerships.

•	 Reject applications by high-cost lenders, such as Enova and OppFi, to become banks. Enova  
and OppFi, both of whom offer triple-digit loans to residents of North Carolina, are in the process  
of submitting applications to become banks. If the OCC allows OppFi and Enova to obtain national  
bank charters, they will be opening the floodgates for high-cost predatory lending nationwide,  
while removing an important enforcement tool.
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