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Chairman Butler, Vice Chair Manning, Ranking Member Stinziano, and Members of the House Judiciary Committee, thank you for the opportunity to share the League’s opposition to House Bill 291. 

The Ohio Credit Union League is the state trade association representing Ohio’s 317 state and federally-chartered credit unions; which, in total, offer affordable financial products and services to nearly three million Ohioans, including businesses. 

In the last four years, Ohio credit unions have seen a 76% increase in business loan originations. Currently, 91 credit unions have commercial loans on their books, totaling nearly $954 million outstanding. Additionally, many credit unions are member-owners of shared participation lending, called Credit Union Service Organizations (CUSOs). A Cincinnati-based CUSO, Cooperative Business Services (CBS), manages $467 million in commercial lending amongst 81 credit unions across 10 states. 

The Ohio Credit Union League opposes House Bill 291 for the following reasons:

· Ohio credit unions and CUSOs use the cognovit clause in virtually every commercial loan transaction in Ohio. This is because the risk of loss to the lender is far greater without the cognovit clause and imposes little to no burden on the borrower, assuming the borrower remains in good standing.

· Adding a notice of pending legal action would negate any benefit of the cognovit clause itself.  At its core, the cognovit clause serves to prevent a defaulting debtor from taking any number of steps to inhibit the lender from obtaining full recovery of its loss.  A notice requirement would essentially give a debtor the right to standard service of process enjoyed in all other civil actions.  That process is fine in other civil actions, but in most collection efforts, time is of the essence and the lender cannot afford to give a defaulting debtor a head start. 

Cognovit provisions are acknowledged by the debtor at origination through the debtor’s signature and can serve as strong business negotiation tools between a creditor and debtor for better terms and lower interest rates. Obstructing the execution of a cognovit clause will not only inhibit free market compromise, it also extends the collection process, costing additional resources better leveraged towards increasing other commercial lending opportunities. 

Chairman Butler, thank you and the House Judiciary Committee for your thoughtful consideration of this legislation. I am happy to answer any questions or concerns you may have. 
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