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Powell v. UHG I LLC - No. 23cv0086 DMS(KSC) - Decided September 15, 2025

SUMMARY

The United States District Court for the Southern District of California granted UHG I LLC’s motion

for summary judgment in an action arising from collection of a consumer loan with a 128.40% APR.

The court held that, although the take-it-or-leave-it loan terms established a minimal degree of

procedural unconscionability, the undisputed circumstances did not establish substantive

unconscionability. Because all of Plaintiff’s claims depended on the alleged unconscionability of the

interest rate, the court directed entry of judgment for Defendant and closure of the case.
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Defendant moved for summary judgment on the plaintiff's claims
under the California Unfair Competition Law, the Fair Debt Collection
Practices Act, and the Rosenthal Fair Debt Collection Practices Act.

The court granted the motion.

Summary judgment is appropriate when there is no genuine dispute as
to any material fact and the moving party is entitled to judgment as a
matter of law. The nonmoving party must identify specific facts
showing a genuine issue for trial; the court views the nonmoving
party's evidence and justifiable inferences in its favor.
Unconscionability is a question of law for the court, and factual
inquiries do not preclude summary judgment absent a genuine dispute

of material fact.
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QUESTIONS PRESENTED

1. Whether the 128.40% APR on plaintiff's unsecured loan to a low-credit-score borrower was

unconscionable under California law.
2. Whether genuine disputes of material fact precluded summary judgment on unconscionability.

3. Whether plaintiff's California Unfair Competition Law, Fair Debt Collection Practices Act, and
Rosenthal Fair Debt Collection Practices Act claims could survive absent a finding that the interest rate

was unconscionable.

HOLDINGS

1. Summary judgment was proper because, although factual inquiries may bear on unconscionability,
plaintiff failed to identify any genuine dispute of material fact requiring trial, and unconscionability was
a question of law for the court.

2. The loan agreement involved at least a minimal degree of procedural unconscionability because of

unequal bargaining power and its take-it-or-leave-it presentation, but there was no evidence of surprise.

3. The 128.40% APR was not substantively unconscionable because, considering the totality of the
transaction's context, the rate was not so unreasonably and unexpectedly harsh as to be unduly

oppressive or shocking to the conscience.

4. Because the interest rate was not unconscionable, plaintiff's claims under California Business and
Professions Code section 17200, the Fair Debt Collection Practices Act, and the Rosenthal Fair Debt
Collection Practices Act failed.

KEY QUOTATIONS

“Unconscionability is a flexible doctrine.” (at 4)

“Some measure of both procedural and substantive unconscionability must be present—although given the

sliding scale nature of the doctrine, more of one kind mitigates how much of the other kind is needed.” (at 4)
“The court must also ‘look to the basis and justification’ for the rate.” (at 8)
“courts must look at context, not “just a single printed number[.]”” (at 9)

“Unsecured loans made to high-risk borrowers often justify high rates,” (at 10)



FACTUAL BACKGROUND

In 2018, Zachary Powell applied online for a CashNetUSA loan. CashNet's automated underwriting system
offered him a $3,500 unsecured loan at a 128.40% APR on a take-it-or-leave-it basis, and Powell accepted after
having an opportunity to review the offer, including the APR. Powell later fell behind on payments, and the loan
was charged off with an outstanding balance of $5,671.62. UHG I LLC purchased the loan in 2019 and filed a
state-court collection action in 2021.

PROCEDURAL HISTORY

Plaintiff obtained a $3,500 loan from CashNetUSA in 2018 at a 128.40% APR and later fell behind on payments.
UHG I LLC purchased the charged-off loan and sued plaintiff in state court to collect it. Plaintiff then filed this
federal action, alleging that the interest rate was unconscionable and that collection efforts therefore violated
California and federal debt-collection laws. After the court ruled on a motion to dismiss and compel arbitration,
plaintiff conceded that his inadequate-assignment theory was no longer viable. The district court granted UHG's

motion for summary judgment and directed the clerk to enter judgment and close the case.
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