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1. Recommendatili ons

We present three sets of recommendati ons:

1.An aspirational recommendati on;
2.Specific recommendations for payday | oa
3.Recommendations covering product s and
Substitutes for payday | oans.
We recommend Manitoba require provincially re
a modest amoumastofcrleodu t as part of the requir
attached to -aobBasbenkowccount. Access to a ba
al | but uni verasalWiitrh Gamwadexceptions, custom
regul ated banks and credit unions cannot be
account -abstlowCredit in the form of overdra
however, only avail able upon qgualni fiisc atthiaotn .t hC
same principle of wuniversal access should be
amount ododtowcredit. This extension would rec

hi gchost <credit for managing a householdb6s cas
the demand dfaggr Ipaans and other substitutabl e g

The evidence we present supports the $14 rat
extensive evidence we have presented and di s
regul ation of paysdmyn algean sf oirs tveel Imost part ar
with similar regul atnicers iamdotohérerprcowntri es.
1, 2025, the rate cap will drop to $14 per hu
i s our understanding that Manitoba will not hze
cap higher than $14, though et capul d require

A recent proposal by the federal government w
covering payday |l oans: a ban on sale of <credi
extension of the term of a payday | oan to r
mi ni mum of 42 daysmseepaymeaearst at €ément s. Legi sl @
proposal s has not been passed. Accordingly

recommendations for Manitoba:

1.1l mpose a rate cap of $14 per hundred for
2.Ban credit insurance on any | oans to per:
of Il ncome supporting the Il oan is from &
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stance or pensi on, including Canada
rity, Guaranteed I ncome Suppl ement,

bil ity support and any form of un e
stance (EI A).

upport the option of a |l onger period
s in install ments because we bel i eve
er period for consumers wil|l out we i ¢
er. The 42 days stated in taetfedera
in a form sufficiently specific to b
i fied in Manitobads i mplementation of
Minister of Finance should consult w
the industry to design a policy exten
S and effectively maki ng tleem int
all ment | oans.

regul ation of the alternative financ
s and ot her-cfoertmsrefdihi gthoul d be mor
ct. At present, enf orcement is pri ma
ctive, requiring consumetrss. tAdl | r etghies
ence we presented suggests that <cons
| edgeabl e enough to make relying on
od of regulation.

public interest requires more dat a:

he Manitoba payday | oan regul ator a
ol l ect and disseminate the data that
of section 4 of this report.

ata of a similar nature as Appendi x
ender s, pawnshetppeswrmanpgr ogwinder s desi gn
eflect their particular business mod:
Il nanci al statements of al | payday |
ender s for confidenti al use I n con
roceedings and determinations.

ome data about the consumers who tak:
f t he scarcity of dat a i n t he nat i
nf ormation would include the source
ecurity for the | oan.

reate a committee of industry and cor
nd independent experts to help deter
ata that should be collected, keepi



companies are orders of magnitude s ma

the data collection expense should noli
Whil e Manitoba manages payday | oans regul atio
appropriate data collection, there are seriou
Ssubstitute products: install me-h®bown acnosnt rpaacwns .

We offer the efcoolmnmewidnagg i on s :

Hi gdhhost i nstal ment -t eocavns caomd rRaecntts :
1. Require the Il enders to be registered and
as mystery shopping, to determine that t|
2.Require the cost of credit insurance to
of credit in all contracts for the deter
meeting the | imits under the Criminal Co

Pawn shops:

1. The Attorney General of Manitoba shoul d i

are charging |l oan rates violating the Cri
of the requirements of the Criminal Coc
confor m.

2.Enact | egi sl ati on t o regul at e pawn s hc
|l egi sl ation as a model, which includes a

in addition to the regulated rate of int ¢



2. The political economy cCt
Manitobads payday | ehding

Brenda Spotton Visano

The objective in this first section is to cor
provinci al | egi sl ators. We identify the key a
well as key | egal, economic, and financial din
and expltahe@idgnamics of the payday | oan i ndu:
evol vi ngamlbnconsumer credit markets in Canada.
Payday | oans are one form of -tsemarh | c aresnuwme rn actri ec
of fered -bgnkhosuppliers. Other forms include t
Now Pay Later ( BNPL), patwoo whoaman,traotds.rentln
di scussion to f olarogw, menmutc hamd armel ysi s applies

concept of what-bwekcabhsédamen credit.o

Ri sing consumer vulnerabilitie

Many Canadians experience a high degree of fi
11 percent of Canadians | ived below the pover:t
2020). NeatrHiyr d n(e3?®m.f4 T%®)nadi ans had | ess than
bank account with nearl3pbeso0 nplet owvontor ( In®.r4£8)x on:

months in paying bills (BrzozowsCnieqg&aSpet toh
Canadians used credit to purchase necessities
from payday l end-@044 i f ap2porlo2x k3mat ef y f2nanci a
consumeSrismpson & | sl,amg t20ilr8d or more did so
necessities and pay for emergenci es, many be
mai nstream bank credit (Fantauzzi, 2016; FCAC

1] am grateful to Mengyu Yuan for exceptional research assistance in compiling the online
credit alternatives (Appendix).

2 As a percentage of total respondents to the nationally representative Survey of Financial
Security (2019)

3 As a percentage of total respondents (unweighted) to the Canadian Financial Capability
Survey (2019).

4 Results from the 2017 Aboriginal Peoples Survey suggested that m ore than 37% of
Indigenous peoples had difficulty covering an unexpected expense of just $500 (Brzozowski

& Spotton Visano, 2024)



Household debt compri sed rmdrtrrgaargegacgeebtanrdeana)med

than 185 percent of net disposable income in .
SAn alternative indicator of -t baisnsaentc i mat iroi stkh
compares the stock of debt to the value of t he
indicator has seen I mprovement over the past

steadily from @ thah »® mercent in early 2009
guarter 2 of 2024 (Stati-580 238 10a,n aldaar, g eTlayp | lee 3¢
house values have increased more than househo

These statistics are averages across a popul
di stribution of the debt, which is skewed. F
income quintile, finet saving has deteriorated
renters anidnclooneelri ami are spending more than
(Statistics Canada, 2024, Chart 8)

Nomnort gage debt reported by t he Bank of Ca

mai nstream financi al institutions (primarily
cards and personal Il ines of credit, and- studert
financi al i nstitut ieorn sl esauscihn ga sc ocnopnasnuines (e. g. ,
FCAC 2020, 3). As Brzozowski & Spotton Visanc
data omit debt to fringesbdoprlahtersaoitver hnghpa
install ment | oans, and the-grivii @.e dWal ah aav d Rod i ¢
2018) f ocosti ghebt , and the consumer wuse data

key surveys and versions of the same survey f

Ri sing consumer debt | oads are concerning fo
nati onal standpoi nt the rising consumer debt

The rati o-noafr kcerte ddietbt t o di sposable income Acompares t
edit marokente dealbrtrent value of alll existimprmagratgeage |
an |liabilities, and hiotus ethtoéd dl é vdlesofdfsfpoed bt e i ncom
at households earn from curr e-ntof leccwo niomd icc aatcari,viitty . mefa
e ability of households to manage their existing deb:
ows, and closely tracks dhe semiuad izeéandepdi ntos] ntco ¢
i-bpd of household |l everaging during the years that fol
rger increases in 2015 and 2016,0 (Gellatly & Richar
bt divided by grost (GBPyti Capadidan household debt |
gher than in almost all other countries. Three count |
according to the | MF Data Mapper: Australia 112 %,; Repul
102 %. No other countr ylhies UBVerr at0®%i s 74%; Ger many 55%
Kingdom 83 %.
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social stability. Where the Bank of Canada f o
the mainstream financial system generally and
specifically, the threats to soci al stabil it

househol ds ies «afo nlcrea and

Key actors, motivations, goal s
Key actors imankhecrneodnit space include the fina
providers of payday I-mamlk @meadiott heandotnhe regu
feder al and provinciall/territorial). Given <co
there ar e nstoecrieesttasl iin the background as well

institutions (banks,cairedes popw@anziraasidors sit
around the edges of this space. As the pri mar
in Canada,-bamé& powovisi oanormhi rsantail d-h gdr ;mho ht gh

cost consumermpraé¢madittacidence of a gap in the a
these mai nstream <credit alternatives for SO
increased access to affordable mainstream cr.
reduce the demawgost omanhki ghr edi t . As such, g
intervention designed to expand such access is
Financi al consumer s

Financi al consumers use credit for different

1)To buy necessities when income is inadequar

2)To cover t he ceonsetr gehcyanexpense when sav
i nadequate.
3)To smooth expenditures when income i s vari .

We have no information on the national propo.
who borrow for these different -rrepascrent at nv e
survey of payday | oan borrowers, 41 percent o
Atypically used pagydayi hgaamasdfoherefore expec
expenses, such as rent or utility bills, o0 (FCH¥
of the respondents reported a need to turn
unexpected but necessary expenditurbkersoksewnch a
appliance. This survey of 1500 borrowers, fiel
t hat 86 percent of payday | oan users ar e i n
i nadequate income or inadequate savings.
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To buy necessities

The need to use credit to buy everyday neces
l'iving below the poverty | ine. I n these <case
coping mechanism in the face of a chronic pro
inequality. Thedsotubnonnishae peverty | evel s.

borrowing Afcannot repl ace t he outright ass
someti mes requires,o (Macey, 202, pd)icynsokeat
include providing targeted sepp@irn st seachRast r A
progr am, for example) &nBd opphtbd e d dmlusstiin@ns i n
ensuringnt¢omwe Manitobans access all availabl e
the tax refundabl e Canadian Child Benefit) al
assistance where the combined supportilseaste sti
a poveintye | evel of i ncome.

To cover emergency expenses

The need to cover emergency expenses arises
adequate savings. A |l ow savings rate may be
financi al cushion. It may be due to a protrac
out prior savings, monevumahagémentedki |l |l s. We
more thanhiomeé of people in Canada have inadeq!
savings |l ess than $2000 (see ARising consumer
know too t hat some of these peeobpanek daree t ur
mar ket, including payday |l oans to fill the ga
To smooth expenditures

The need to use credit periodically arises fo
of i ncome received differs from when Dbills cc¢
inadequate to bridge expenditures (Dobridge, :
as i ncomes becameabnoeg earvd vol atile. The rise |
(i .e., I n digital pl atform businesses such

businesses, for example), is one such source

Financial consumelrasnk uarnediot nfoonr di fferent rec
1)When mainstream bank credit is wunavailabl e

5CBC News (Froese, 2024) reports the province of Manitoc

"temporary pause" on new applications to the youth and homelessness streams of the
Canada-Mani t oba Housing Benefit, owing to "unprecedente

d
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2)When wnboannk credit providers are convenient
3)When a consumer 6s financi al capability | im
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the relatively hbiagnhk ccorsetdiotf. non

ain, we do not know the national distributioc
ssibilities; weg epaeseanhbyi wmendata on PDL wu
rvey of members of the poverty action grou
5%) of the 268 rogdppadndamtvairlaml|l e mainstrean
ason for acbeskioaogedobn. Some (12.5%) of resj
e convenienchdaomk phevnder as the reason for

nanci al Consumer Agency of Canadta drFICCAC2 7 2
rcent of users of payday | oans had been refu
ion and that convenience (faster and best
incipal reasons for turning to payday | ende
nancomdumers of payday | oans

do have enough data on payday | oan borrow
ofile of the average borrower. We are qui ck
st be careful not to overinterpret the dat a
int a stati stwihmg!l bpdr ttrheei tproff i l e tells us n

mpson & | sl am {62Z018,xapp.ne622 he statistical [
an borrowers over t he geirli4dod Tshpeayn nd onrmge | 2100Ce 5

yday | oan clients tend to be fAnot the poor,
mewhat | ess educa@ateae duminde 1l saictkky ndegree; rel at
tting ol der; |l i kely working but more often
public programs as times passes. o

a comparison of results examining differe

instream banking including using payday | o
sano (2024)Acromnxd udief fier ent metrics and dif
di fferent samples), people at risk of fina
banking tend to be younger, with | ess for m
newcomers to Canada, hndygemloead. @r Mas tf feorec
e results from the 2019 Susvelheofa€&intbhati ab
nter Iincreases the predicted probability of
an amount much greater-etbanomacycbbhacteodciso
b popul ation appears disproportionatealy 1in
21, of the more than 90,000 Canadians filin
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or proposal s (70%), onl vy 16 percent owned é
household annualized monthly income was $30, 8C
of these insolvent debtors were renters with n
among the | owest i ncomen ahdoay s e(h®r desz oims kCa & S
Vi sano, 20214, p . 116) . An d-1 sahsai Sc(h2wda2r3t)z r& p
approximately 18.6 percent of all people who f
a payday |l oan among their liabilities, with m
holding three to six payday | oans at the ti me

Mai nstr eam cbraenddisti ons ,c ainddses popul aires

Mai nstream Canadian financi al institutions (F
nomortgage consumer credit in the form of <cre
VI SA or Mastercard), overdrafts, Lines of Cr
customers with deiitt hheirstnoor ycroer a troubl ed one,
must still open a basic bank account. Mainstre
to refuse such customers access to mainstream
a customer deemedritsok,lme crifreeadgdtd iusndeefr | ess f av
terms (higher interest rate, fewer rewards, e

better credit scores (Buckland & Spotton Visa

This regressivity in the <cost of credit I mpo
(2022, p. 137) argue, a nApoverty penaltyo on
relatively higher fees paid by | cwend aisn aco me
banking service is, however, only a part of t
| ower income financial consumers include a hi
- using cash and incurring -khd gphierg tdareet sand r
- a bank draining funds in their account wit
- living in a neighbourhood underserved by a
- paying a higher credit card fee with fewer
- using-cdhagth alternative financial services.

Federally chartered banks and credit unions ||
|l egi sl ator s. However, Manitobaéds regul atory
chartered credchaigseenpogidtaisrdsgi sl ators an
to more wholistically address the probtems f
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cost debt by ensuring Manitobans have access
products through provincial credit unions.

Nonrnbank credit asmudpdgrieduwsct s

Nowank companies offer a range of fibmarkci al

paymertes vices (money orders, cheque cashing,

and mnrboaank credit. The payday ‘}tboaannk icsr eodni et tpyrpoed i
The rangebahknonedit products includes -BNPL, |
teown contlmaadt pawn?®l oans.

The Financi al Consumer Agency of Canada ( FC
definiti dmuyofnotwhe pay Imltens (fBANrPLpur chasing pr
services. I n these contracts, the consumer ow

With this plan, youdbre financing your pur cl

something you need without having to pay f
spread the payment over time to fit your b

cal |l ed:

T install ment payment pl ans

T retail financing plans

T install ment | oans

T credit card install ment plans

T retail credit services
We have no national -udpatoaf otnh e hBEBNRLa kper oduct . A
study by the FCAC (2022) suggests that the pr ¢
|l oan use (at 8 peredengerveceenstusoft hppay2day | oan

relative to itedSumamketsn thethe US, the recer

7 Assiniboine Credit Union in partnership with SEED Winnipeg offer several products and

programs designed to substitute for the non -bank financial service services and offer the

province a model for what mainstream alternatives could look like.

STheenteown pl aovws the purchase of consumer goods (furni
e.g.). As the name suggests, the consumer does not own
over the term of the contract. Only wupon meeting the c:q
consumer oowmafe the right to purchase) tReenttoowrs umer ¢go
pl a)n.s

9 Other high -cost credit products include tax refund anticipation loans and auto title loans.

Tax refund anticipations loans are regulated federally under the Tax Rebate Discounting Act __,

which for a tax refund of $300 or less, must be at least 85% of the tax refund anticipated.



https://www.canada.ca/en/financial-consumer-agency/services/loans/buy-now-pay-later.html
https://www.canada.ca/en/financial-consumer-agency/services/loans/rent-to-own.html
https://www.canada.ca/en/financial-consumer-agency/services/loans/rent-to-own.html
https://laws-lois.justice.gc.ca/PDF/T-3.pdf
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l ending has been substantial. AThe five | end
billion in BNPL |l oans in 2021 é nearly triple
and more than twelve times the $2 billion oriq
10) .

Thei mMist all menot mhgahe either a credit contract

in the FCAC definition of t he BNPL, the <con
payments on the purchase of a product or serv
personal | oan that is paidpefifodnl omgeéerma-lt mamt:t
day | imit that would otherwise |legally render

Table 1 below summarizes key el ements of som
Appendi x A provides a sample of olainkecprdvid
together with a summary of the basic terms of
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Table 1. Typebsanokf cnroendi t
Maximum
loan T . .
Cost . Maximum Securit;
. Cost T | Maximum number Term to o
interest . loan - debt . of
other fees loan - value Multiple/ maturity
rate burden property
repeat
loans
$17/$100 Non -
tional fficient
Payday loan (national cap suttcien Concurrent 30% of
of $14/$100 funds (
(MB $1,500 loans borr owe| 2weeks No
regulation) *° o begome NSF)  fees prohibited net pay
effective and late
1Jan2025) penalties
Subject to
Criminal
Code Commonl
maximum NSF fees y
Installment between .
rate of and late None None Various No
loan interest (at penalties $15,000 -
35%, $20,000
effective
1Jan2025)
NSF  fees
and late
. None
penalties
most range
Buy Now . flar ou$vd J up to 3 or
Pay Later no interest per missed from $50 - | None None Ayears No
$1000 USD;
payment on
an average average
. $135USD
loan size of
$1350
48%
(to remain None
exempt from Storage
Pawn loans xemp 9 None None 30 days Yes
new lower fees average
Criminal $150 8
Code cap) 2

10 The Consumer Protection Act

110ct24.

11 Consumer Financial Protection Bureau (2022)
consumer impacts  ;

iThe

appealing

natur e

of

Buy Now, Pay Later: Market trends and

(C.C.S.M. c. C200) Regulation 99/2007; current as of

t he

BNPL

p rto-dse,@atd ( n o

nt erest

ubiquitous), coupled with product features such as forced autopay and harvested individual

user data could contribute to patterns of ckiisngd niesd us.
another concern wherein multiple BNPL contracts are held concurrently by one consumer.

2/AThe Regul ati ons e x e mptecossnadllateralizedllohna, commaonty n

referred to as pawn loans from the criminal interest rate, so long as the APR on these loans

does not exceed 48% and the |l oan is valuedastRate | ess t hal
Regulations: SOR/2024 -114, Canada Gazette, Part I, Volume 158, Number 13 , May 31,

2024).

13 Burnett -Nichols, H. (2023) What Is a Pawn Loan?  Nerdwallet.com



https://web2.gov.mb.ca/laws/regs/current/_pdf-regs.php?reg=99/2007
https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-impacts_report_2022-09.pdf
https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-impacts_report_2022-09.pdf
https://canadagazette.gc.ca/rp-pr/p2/2024/2024-06-19/html/sor-dors114-eng.html
https://www.nerdwallet.com/ca/loans/what-is-a-pawn-loan
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Soci et al c olftheemuise. ecfoshi gchr edi t and other for
exclusion have adverse consequences for econc¢
people in Canada. As covered | ater in this rej
soci al and economitcheexucsleus@cfoashitgh edi t . By v
preliminary Caomldliicrag,i ot al08) (a&r0Rwe, 8tOhfat a 0
access to basic banking and financi al ser vi
economic mobil ity and compound peopl eds fi
alternatuichesas [check castharnng,]-braonfd Ebant typic
means higher transaction costs that reduce wl
basic consumption.o

Soci al exclusion presents as food and housi ng
631) examines the relationship between banki n
finds A[u]l]nbanked households and househol ds t
service transactren mpredddtkely to experience
security and food insecuritfFaitrhamtotather Q09 SH
on homel essness highlights the interconnected
economic and soci al exclusionycilme. ot hdhesert
interconnections have arguably become that mu
15 years since the 2008 report was published.
Pol i cymaker s/ regul atwhros /elnagt sandoensforce t|
rules governing the operation of the i ndustr)
financi al regul ation has | ong been financi al
chartered financi al service providemsumeregi sl
protection is both -hedatabnabnaednsub

The public interest in how best to ensure acc
sma-dbl | ar transactions are relatively <costly
bel ow; Robinsdmand2mh8 ket i mperfections may ¢
ot her opti mal l evel of service. For as |l ong ¢
has been significant debate on the twin issu
desired government intervention.oRlActoviengoeas:

access to credit and other basic banking ser

14 Higher costs include the higher risk of loan default. Notably, however, an analysis of 10
years of American Payday Alternative Loan (PAL) data challenges this assumption. The US
Government Accountability Officebds (GAO, -200122) examinal
suggests that delingquency rates for PALs are fgenerall"
for credit cards or used vehicle loans, o (p. 38).
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|l icensing suppliers and regulating disclosure
aim to protect consumers from a downward debt
debt | imits defined in terms of maximum net
payday | oans a culsd oorerbantaly. ho

All participants in the current debabests agdee
constrained supply problems in the consumer ¢
whet her government i ntervention can effective
of mi ni mal goveremmd rotn iamrtgeurev f or t hei aassccess
measured by | ower consumer prices, greater s

di stributi oi alf igmmpadter competition and custo
relative to that which obtains whenigeVvegrnme
Proponents of more active governmentitheaeérvendi
even better outcomes are achievable only with

i mpose obligations on suppliers.

Mi ni mal i sts argue i n favour of addressing

competition and addressing market i mperfect.i
requirements and financi al |l iteracy educati or
consumer treat ment wil comded i wai clequal taoaun a
consumers can each exercise equal agency. Suc
a financially I|literate consumer with access 1t
financial options will be able to Avobeecwsth t
effective and so <cheaper supplier-snf ot meids [
consumers enact the market discipline require
The assumptions required for this reasoning

even i f they do hol d, productive -bahkcrcerdyt.
will still see consumers of these products pay
than wil |l be spanied sbwi tbnaccess to mainstream
l ines of credit. The c-ohrakmemrodaufcttsheage rndhrmse
unable to access the <cheaper mai nstream sou
consumers are most often from housanrhdol Idist twi et
savings. As such, attaining producti ve ef fi
regressive distribution in the costs of credi:
i ncome consumer s. We turn to a short summary
directly agmdatyhe omn.
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at degr ee of gover nment I n
yday | oan debate

payday | oan debate centres on whether to
dit product as the princicppodt fooams wmeralltemnrd
we have seen, this specific | oan contr a
chronistic; howewvesr,t htehnes ealrwgeusm ar e r el evant

one side of the debate are those who advoc

h |Iim ted government intervention to promo
ulations to prevent predatory practices. C

those who fawecewrt morver dment interventio
ni ficantly contain the industry, if not ba

ponents for t he continued exi stence of

nsharking practices emerging in its absenc
dy, the risk of these practices emerging al
sequences for bwoulbdverssglitthatijom coll ectiwv
ders from a regulated marketplace in whic

rate.o (Cayne & Trebilock, 1973, p.414, as

d (2016, p. 54) for example concludes,

Wel fare | osses resulting from inadequate a
be felt di sproportionately by customers i
[ As sleitmi t ed, | ncome Constrained, Empl oyed
whom the cost of financi al instability is

A twofold appreecacnmen cded. Wi despread cons
education is required to support enhanced f
consumer s of househol d credit as we l | as
deci smaokni ng. Aggressive regul ation of unl
l ending is | mper adamnsunieor se ndsourreot fall pr
unscrupul ous |l ending practices.

s e wh o support comdtai miemgli mg glpracti ces

nsharking i s not an inevitable consequence

her, its threat can be reduced most effect
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Mayer (2012), for exampl e, examines the preva
time in the US and maps its existence agai nst
concludes that Athe violent | oan -lschaar kma rpk eotl i

aftetate usury caps were raised considerablybo
not starve the nonsfi olloeannt sshpaercki eisntoo extinct i
feeds it,o ( Mayer, 2012, p . 809, emphasi s
recommendation is clearly in favour of a mode

The aim of public policy ought to be to mi

just the violent species. The regulatory s
goal i's the moderate price cap, neither to
rescinded) . Wh a t hi sttohrayt taena cihmetseruessti sr at e
bet ween the extremes in the smal/l | oan mar

| oasnhar k popul ation more effectivedwntehan
deregul ation favored by those-swhao ksulhestiish
(p. 810)

Notably the US interest rate cap to which May
at 36 percent than even the $14/%$100 soon to
payday | oans.

Brief | egislative history and

The Feder al government has exclusive jurisdict
ASection 92 of the Canadian Constitution é cot
|l egislative authority regarding property, civVvi
of a merelry prowvalt eonature in the province." B
the provinces have enacted | aws concerning cCtr ¢
credit transactions, such as i nstall ment S

unconscionable" transac¢tiporR®29 .(Let win, 1966

The earlier history of payday |l ending regul ati
Board in 2017 and reproduced in Dilay & Wil/l
overview of |l egislative de@l1dpmemited.f oWe trhef
reader to thadt caonmpilcelneenan it with some addit
highlights that mar k turning points i n the
regul ation. We note as well related provinci

protection of financial consumers at risk of
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Smal | Loans Adt98@LITN3E9 Smal | Loans Act i-n forec
1981 was considered to be Ahighly effective,
moneyl enders and in curbing |l oan sharks.o ' B
Aregul ated |l oans up to $1,500 madei bg mbasg. in
l'ts restrictions [ were] enforced by rigid |ic
administrative supervision,o (Letwin, 1966, p
aimed at control of the terms omhdtilse mpepditheg
cost of the smal/l dénomination credit.

|l nterest rate caps varied, tied to the amount
2% per month on the smallest amounts borrowed

nearly 6% per year-19e5weebed@®5in 1965 to er
AFrom 1965 onwards thdeambnaetdssignificantly pe
| ower end of the scale. By the mid 1970s most
Act experienced | osses on their small 1l oans, 0

Criminal Codep(é&980thn 1980, the criminal rat
60%) was introduced into thed4d€ramdntaHe COmdeel Iwi lt
Act was r dme aleeedl. of a more effective means wi
|l oan sharking, this action was Ain a response
met hod of controlling widespread | oan sharkin
p.67). According t o d4Rahmadsano,sti Biol lpu®Il i c di scu.
was rushed through both hou$tesed t mctohme detnrsium

who | ost all other consumer protections of the
p. 67; see Ziegel, 2011).

The potenti al benefit to prosecutori al succe
enf orcement . The growth of the payday I endi ng
was i n part because of a | ack of enforcement
events | eading nuppt itoon tohfe peaxyeday | oans from pr

the Criminal Code, see Dilay & Wil-18@amsainf@01E
PUB (2008) .

Bil-6Ccoming into force in 2007 exempted payd
the Criminal Code in cases where the provinc
347 (3) . With jurisdiction transferred to the
recover some of thetdomsbmerefprtest @f t he earl.i

¥The $1500 definition of fAsmall |l oand in 1956 is equiyv
dollars. Bank of Canada Inflation Calculator



https://www.bankofcanada.ca/rates/related/inflation-calculator/
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I n the case of Manitoba, the regul ations exte
the cost of the payday | oan and include | icer
negative and affirmative obligations.

Feder al Budgeannd0unhXed the governmentds i nter
maxi mum cost of borrowing for payday | oans at
reinforced that intention. This national cap ¢

into force January 1, 2025 (Casiadaal ed2dpo &
intention to work with provinces and territor
consumer protections across Canadao (FCAC 202

Rel ated Legislation: Unconscionabl e

Given the importance of gover nment i ntervent.i
from predation, a related instrument availabl
in the Unconscionable Transactions Relief Ac 1
relief permits sthe acoudrt £« heoterms of the | oa
where the "cost of the |l oan" i s "excessive" a
unconscionable,”™ the court may relieve the de
any excessive sum, order repaymahteatlyapgi duc
set aside or revise the |l oan contract." "Cost
"the whole cost to the debtor of money | ent &
Ssubscription, premi um, dues, bonus, commi s s
chargese'ptexcertain official fees. (Letwin, 196
Notably, however, as the |l egal scholar 1l ain Ra
provinces fihave enacted statutes controlling
statutes have not generally been interpreted
interpretatneni ohabnkbty. An apparent unconsc
on its own permit the court to set aside the
t he circumstances of t he case including t he
borrower. There are few cdausads chorncswgrhetr sb yu nidred i
statutes. o

Mutability of financi al transa
One of the enduring regulatory <challenges is
mar kets when financial transactions are flexi/l
a maximum interest rat e, for exampl e, can ai

prosecution ofevabilatiwpynsef ffihnanci al providers
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with other forms of income (e.g., fees) <creat

source of this challenge is the mutability of

due to the various ways in which $1 today ca

future.
While section 347 of the Criminal Code wo
unl awf ul practices associated with payday
had a different perspective. The Manitoba
explained in 2008 that most | enders had st
toavoid the Criminal Code prohibition (PUB
changes to the Criminal Code, most payday
i nterest, at no more than the ndalelrewabl e 6
charges, such as brokerage, cheque cashing,
ot hefees (PUB, 2008). When both the intere
and fees were taken into account, payday |
borrowers ten times and more the maxi mum s
347 of the Criminal Code (PUB, 2008) , ( Dil
p.183) .

The solution insofar as |l egislating to contr

regul ators to cast a wide net. As Letwin (196
Credit regulation is rarely effective if it
of the | oan charge the | ender pleases to de

charges making up the cost of the Il oan, hov
be controlled. On this poemi"sef mol dawmbitwas
comprehensively defined t o me an t he wh ol
designated "interest?" or di scount, deduct
commi ssi on, brokerage, chattel mortgage a
fines, penal ties or c¢charges fwalsnquiries,
ot herwise, and whether paid to or charged ¢«
or charged by any other person, and whether
by the |l oan contract itsel f, or i n whol e
coll ater al contract or docunsenti fbyanwhi ch
i mposed under the | oan contract or the ter:
the | oan are effectively varied.
The challenges posed by the mutability of fi
include both other terms of the contract as w
Il n the case of the install ment | oan unattache
good, the conéeranti atseddiffrfom the payday | oar

somewhat artificial distinctions imposed by t/|
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term of the | egal definition of the payday | o
beyond 62 days and all owing install ment pay m
than $1500, the suppliers of such contracts e
As inflation continues to erode purchasing po
recent changes must also be noted. The nati ona
| oans from cri minal code operationally define
more than $150dd fofr rmo prearie t han 62 days. Enac
nominal definition of a payday | oan is stil!l

$1500 in 2007 would be equivalent to approxin
Conversely, $1500 today was 4€qduinv &0rvt. t o abo

The unsecured install ment | etaenr m sv egismplny otf h e
payday | oan. Rolling over a payday | owenelkcost i
period <carries an APR of more than 400 perc
converted into one wyimdénta pleornigoed anedpasmal | er
payments renders it an installment | oan subj e
into force in January of 2025.

Legislating by provider, while effective for
of f against the ease with which the contract r
p. 219) provides an early example from the op:

n Domi ni on l eqgi
o not apply to f

dit sale of good
t her assan incre.

T] he l i mitations found [
interest or | oan charges d
connection with the cre
ewed as interest, but ra

e risk of selling on time."" This pr
i nt of view of credi-t regul ation, t
from a smal./l | oans company to finan
bile, the |l oan cost and toitohneraraespect :
y controll ed; but, i f he buys the ca
due t he sell er, t he finance charg
ted. And this is so even though, t
i1l promptly selli narece adgesnaocy.nt rr a

n
n
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Emerging | ssues

More than simply an onlinperaddrrnaanysacttioonan
finance is altering every aspect of the finan

16 Bank of Canada Inflation Calculator



https://www.bankofcanada.ca/rates/related/inflation-calculator/
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Commi ssion d@veamwisewtof( di)gi thalli gfiitrmadnde nance i

used to describe the i mpact of new technol og
i ndustry. |t includes a variety of product s
busi ness model s that have transformed the t
banlkgi mnd financi al services. Il ts characteri st
transactions, remote nature of -nmsaeriwigc e ,t hau troont
of intermediaries, and ¢tfhiena nncviodlv eemmetnitt ioefs .ndo n
For financi al consumer s, t he chall enges pos
suitability of products to the consumer and
Bank (2017, p.3), AFinancial consumer protect
digital finance rienmcdywdandrahegaronic di sclo
suitability; provider/ agent i ability; al ter
protection and privacy; effective recolrse; a
The key regulatory issues raised by digital f
antmoney | aundering and countering fin&ncing
rul es, regul antoinery, oftc ones umer protection, pa\
regul ati on, and competition. Many o f t hese

regul ator s competencies, requiring effective
among them, (Lauer & Lyman (2015).

Factors affecting the evoluti
payday | oans

In this brief description of -otffes caret expparse
Shifting political and |l egi sl ative rhiferi ti e
Regul ation itself alters incentives and the m
incentives as wellppastuhetnes afforded by tec
di stance to explaining the dynamics of this i

Efficiency versus equity is -ohé tihast fhiageer
regul atory goal s. On t he one hand, t he l ogi
producdfifvieci ency and supports mini mal governm

“The World Bank (2017, p. 5) defines fAalternative dat a
creditworthiness of consumers or to determine consumer
products. Such data can include utility and monbil e pho

hi story, electronic payments, and soci al medi a.
18 AnttMoney Laundering/Countering the Financing of Terrorism


https://finance.ec.europa.eu/digital-finance/overview-digital-finance_en
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regul ation designed to promote fair competitic

to financially |literate consumers the | owest
ot her hand, equity considerations privilege di
more active ngovenrrtremevention to | evel the pl ayi
consumer s.

Those arguing I n favour of producti ve effic
out c ome and justify support for it by Sugec
alternatives wil/ be all that much worse. Thi
many from mainstream ¢r ewhiitchasi sa agipvreenmi se w
accepthe absence of greater access to mainstre
of the challenge facing the Public Utilities
structure of the payday | oan industry and th
competitive mar ket cosuilndp | pe bygr eraetgeudl at i ng f
competition is highly suspect due to the hig
denomination credit. The industry structure i
cannot del i ver an equitabl e out come for t he
pa amount goal of building and supporting fin
demands active government intervention.

The need to return fairness in consumer credi
critical to consider. Dr ibvainrkg ctrkrea i it nd rse aasne iinn
financi al vulnerability disproportionately a
Canada. An incmeanse imeqguality, and increase
i ncomes, and a decrease in access to mainstr e
behind the incr easheank eceadn Swomemomredi t. Yet, w
for -bank <credit may be rising, ddares drmamanhbe f
subsiding as newb&okmsoofumen credit emerge.
advances and the growth of online and digital
further and present even more challenges, I nt
need for cpmoewuenetri on and access in the digital
The focus of many debates i s principally on
consumers. As but one instrument in the regul
cap iIis Iimportant but alone inadequate to fully

19 As mentioned above, provincial authority over credit unions offers legislators the means
by which to address the root cause of the demand for non -bank credit. Assiniboine Credit
Union offers an example that may be more broadly implemented with government s upport.
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Here agai-oftsadee apparent. Fonfsftsr uanemtt rad dm a
choice of regulatory instruments. Price caps

prosecution of wviolations but must be interpre
cost s. The saornteiwfhiacti a | di stinction bet ween

install ment | oans, for example, underscore t he
t he l endi ng contract. Mutability of t he Cr e
supervision and enforcementg wift hs upprpdviienrcsi aoln el
better means by which to be effective. Li

authority to |Iimit access to the | ending marKk
of |l icense revocation provides a continuing

(Lenwi 19%86) .

The evolving nature and emerbgamkg cirsesduiets manr Kkt

combined with the narrow scope of federal I
continued provincial vigilance. The number of
provinci al | egotsd attiomg rMdotr @mly the payday
consumers of the growing number of c¢close consu
for effective consumer protection to the ben
Such a stance is also a provipoctieant isaalf ergeuvaerrds &
a federal conservative government of the forth
regul ation to cap payday |l oans at 14%, shoul

feder al el ecti on.

20 Alternatively, to privilege equity, regulators could choose to intervene in this market

directly by subsidizing the delivery of affordable credit through provincially regulated credit

unions, thus eliminating much o f-babklcansucnoencseditnidhg 6 s need
cost of a credit union supplying credit of the same amount to the same consumer may be

less expensive than for the non -bank provider by virtue of the ability of the credit union to

bundle more services thus reducing per unit operating costs and take advantage of both

economies of scale and scope. The small denomination loan will still be more expensive than

loans of larger amounts, however, and hence credit unions would require some type of

government support to offer viable substitutes at a n appropriate scale to meet consumer

demand.
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AppendadaAXkExampl es of onl i n
bank credit?™*

*Compiled by Mengyu Yuan

2A 1 . SHerm Neamk Cié®adyday Loans

The Manitoba ITéhgei Cloatsiuamer( Protecti on Ac)t, CCS

defines a payday |l oan as a fAmeans an advance
posdat ed chequa&yt hmorpirzeed debit or a future pa
nature, but not for any guarantee, suretyship,
on property anda nmdar ¢gihm oluggdn, pawnbroking, a I

credit dé&t ddeép(adn n dey &

The foll owing t
contracts on of
at 31May2024.

e summari zes typ
on

I cal | oan a
rr- by princiopal [

[
I ne payday

Tabl2a1 . 1. Payda Loans

Loan Provider Interest Rate* Eligibility
(Online)
Cash4U 391.07% $120to Residents of Ontario or BC.
$1,500 Be employed, make at least $250 per

net pay and at least 18 years of age
and have an active bank account.
CashMoney 365.00% (NFL) - | $100 - Residents of Canada except for NFL,
517.08% (MB) $1,500 NWT, NU, QC, YT

Age 18 or older.  Photo ID. Steady
source of income. Chequing Account.

gzpct:;ys Phone Number
MoneyMart 201.84% (AB) - $120 to Residents of Canada except for NS,
517.08% (MB) $1,500 NWT, NU, QC, YT, NB
Age 18 or older, have a bank account,
and be employed or have a steady
source of income.
Speedy Cash 365.00% (NFL) - | $100 - Residents of Canada except for NWT,
443.21% (SK & $1,500 NU, QC, YT, PEI

MB)

2A A"replacement | apapday lomeazranged ¢r pryvided by a payday lender

as part of a series of transactions or events that results in the borrower's debt under

another payday loan previously arranged or provided by that payday lender being r epaid in

whole or in part; and (b) a transaction or series of transactions specified in the regulations.

(« prétderemplacement ») 0 ( The Consumer Protection Act, CCSM ¢ C


https://cash4you.ca/personal-loans-ontario/
https://cash4you.ca/personal-loans-ontario/
https://www.moneymart.ca/loans/payday-loans
https://www.speedycash.ca/faqs/
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Age 18 or older. Photo ID. Bank
Account. Proof of Address. Pay Stub.

GoodDay 201.84% (AB) - $100 - Residents of Canada except for NFL,
517.08% (MB) $1,500 NWT, NU, QC, YT

Age 18 or older. Photo ID. Steady
source of income. Chequing Account.
Phone Number

My Canada 391.07% (the $100 - Residents of Canada except for NS,
Payday rest) -517% (SK $1,500 NWT, NU, QC, YT, NB, PEI
& MB) Age 18 or older, have a bank account,

and be employed or have a steady
source of income.

*Interest Rate uses Annual Percentage Rates. Actual cost may vary depending on the loan.



https://goday.ca/
https://www.mycanadapayday.com/
https://www.mycanadapayday.com/
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2A 2 . SAHAerm Noamk Ci &€adisth Advance

Many online | oan providers use the tdromsnofiCasl|
interchangeabl y.

Examples of | oan providers that treat Cash Ad
T Money Maadh AdvieOndeinGkGanada | Money Mar't
T Go Dan:il i ne Payday Loans & Short Term Loans
T i Casthaash Advance | i Cash
T My Canada Panyldianye Payday Loans i n Canada
Payday
There are a few | oan providers t hat of fer S
Canadians with bank account and stabl e 1 ncome
Tabl2Aa2 . 1. Short Term Small Amount Cash Advances
Loan Provider Interest Rate* Loan Eligibility
(Online) Amount
Bree Early Pay No interest or $20 i Upto 18 years or older, a Canadian resident
fees to access $250 61 days and have a Canadian bank account
cash advance, that receives regular income.

fee for express
funding (varies

based on
advance)
KOHO Cash 0%, $20 71 Flexible All users with a KOHO account i
Advance subscription fee $250 access higher loan amounts over time
starting at by using KOHO for  everyday spending,
$2/month repaying your monthly fees and using

its other services

2A 3 . SAHAerm Noamk Ciddtt e Loans

Atitle | oan is an option for borrowing money
score and car owner ship. Mo st title | oans ar
government does not oversee title | oans. Pr
di fferent rules andtréebgel abaons ehder s. For ex
|l oan |l enders may need to have a |icense or be

Adapted and excer plietdl & Yloona r<CAC


https://www.moneymart.ca/loans/cash-advance
https://goday.ca/
https://icash.ca/how-it-works-cash-advance
https://www.mycanadapayday.com/
https://www.mycanadapayday.com/
https://www.trybree.com/about
https://www.koho.ca/cover/
https://www.koho.ca/cover/
https://www.canada.ca/en/financial-consumer-agency/services/loans/title-loans.html

Tabl243 . 1.

Loan Provider

Ti t
Interest

e

Loan

Loan

30

Loan Term

Eligibility

(Online) Rate* Amount
Title Loans 14% -49% $3,000 - 24 Months to Residents of BC, AB, ON, NS,
Online * $25,000 60 Months (2 - | NB, SK
5 Years) Vehicles must be 9 years or
newer (as of 2024)
BHM Financial ? Minimum $1,000 - 2-5years Vehicles must be 8 years or
30% $50,000 newer (as of 2024). No
outstanding loans (clear title).
Paid out & insured. Steady
income.
GetlLoan 9.95% - $1,000 - Up To 6 Year Vehicles must be 10 years or
Approved.ca 29.00% $50,000 newer (as of 2024). No
outstanding loans (clear title).

*Interest Rate uses Annual Percentage Rates. Actual rate varies depending on the loan.

2A 4 . Sfer m MNoamk Crietdnstal |l men
Loans

Install ment | oans ar e per sonal | oansterTfmhey a
financing for consumer spending (furniture,
other | oans). 8eusocoeal)FCAGns

Tabl2a4 . 1. l nstall ment Loan

Loan Provider

(Online)

Interest
Rate*

Loan
Amount

Loan Term

Eligibility

Cash Money 34.99% - $1000 - Open: as a Age 18 or older; Valid ID; Steady
46.93% $10,000 Line of source of income; Open chequing
Credit account; Phone number
easyfinancial 34.99% $500 - 9-120 Valid Government issued photo ID;
$100,000 months Proof of income; Void cheque or pre
authorized debit form; Proof of address
MoneyMart 29.90% - $500 - 6to 84 Age 19 or older. Chequing Account.
46.90% $15,000 Months Steady source of income.
Unavailable in Manitoba
Cash 4 U 46.93% $1,000 - 12 to 60 Residents of Ontario.
$15,000 months Age 18 or older. Bank Account. Steady
source of income.
Magical Credit 58.27% $1,500 - 12 to 60 Residents of ON, BC or AB. Bank
$20,000 months Account. Fixed income.

*Interest Rate uses Annual Percentage Rates. Actual rate varies depending on the loan.



https://www.titleloansonline.ca/
https://www.titleloansonline.ca/
https://bhmfinancial.com/no-credit-car-title-loans
https://getloanapproved.com/
https://getloanapproved.com/
https://www.canada.ca/en/financial-consumer-agency/services/loans/personal-loans.html
https://www.cashmoney.ca/line-of-credit/
https://www.easyfinancial.com/installment-loans/
https://www.moneymart.ca/loans/installment-loans
file:///C:/ABSV%207Oct24/6.%20Scholarship/Projects%20-%20Current/Z%20Other-Collaborations/MB-PUB/1.%09https:/secure.cash4you.ca/OnlineLoan/%3fYWN0=5109d85d95fece7816d9704e6e5b0305
https://www.magicalcredit.ca/loan-types/installment-loans/
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3.Jurisdicti o*ahal Scan

Brenda Spotton Visano

I n addition to the degree of government inter
preferred approach to regul atiinan,r vieomt moo no ft hg @
whi ch consumer protections str engit hfernoend vV al

infrastructure regulation on one end of the
private solutioAs on the other.

To frame the variety of ipos$ssiabiliiesieprattise:
a taxonomy of regul atory forms for interpret
regul ations r edbatn&kd ctrikedynohheat ur es and S 0me
examples are offered for illustration. We the

t hemsel ves.

The jurisdictions considered are Australia, E
New Zeal and, United Kingdom, and the Un-ited Si
bank | ending is a manifestation of constraine
| ook to these devieéeopevd t lrcsnam | ar banking
comparator information.

Typol ogy of regul atory options

Forms of regulations include infrastructure r
obligations, di scl osur es, price ceilings, ag e
and reporting.

|l nfrastructur e eartgauillast itome setting out of req
entity/ firm must me et as a condition of obt a

noted above, l i censing permits regmuk acoesi tac
mar kets and the power of | icencenaewvocation p
2] am grateful to Jaskiran Sangha for exceptional rese
regulations in other jurisdictions.

23 More broadly, full public ownership and universal delivery of consumer credit is another
option but one that is not contemplated by any jurisdiction.



35

The | icensing conditi onpsognatyi wee d brdaingetadt dassntah e
obligation to offer an install ment payment op
required i Nedhberbda.gatasonpsr ohi bitions of cert:
carries equal potential benefit. Prohibitions
i's such an exampl e.

Di sclosure requirreenveanltusabl e f or ensuring cons
potential to be fully and accurately informed
are signing. Such requirements will be effecti
and standardi zed such thatcarmeeawvielryageo mparseal n:
contract of fers. Standardi zed | oan l abel | ir
overwhel ming the financi al consumer wi t h ot
agreemeimpoettpoon Visano & $tapleton, 20214

All jurisdictions survepyreidc edh avei Asssomeee fhoarvime osfe e
these caps on credit costs must be framed ar ol
be effective. A companion | egislation that ma
t he ibamk credit contract is a cap on the tota
Fo exampl e, New Zeal and i mposes a cap of twi
Accountability anadr e egppomdamsgy of not only moni
but offer an avenue to collect the needed dat
practices and consumer <circumstance. The obl
attached to the Iicensing regmbramamd Novado¥do
are examples of such possibilities.

Agency suppsertamnot her form of proactive gover
Whil e not a feature of-btamk rceguliat ipenm ofe,ndrme
i mportant compl ementary efforts to support co
efforts of the FCAC and mamtyspaoei aciaXamphver
proactive supports for consumer s. Where thes:e
cannot be relied upon as the sole means of ¢
mar ket, many of whom are in precarnoesamphanci
of the ways in which governments might go fu
indebted financi al conscamessmers dbalet Ausit plail na

The
jur i

tables below provide a snapshot of rel at
sdictions wi t hin and beyond Canada. We


https://policyoptions.irpp.org/magazines/october-2024/loan-labels/
https://www.accc.gov.au/consumers/debt/help-when-youre-in-debt
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initiatives designed to re-doséte Hepesdeémwmcyooi
out the options and emphasise thecaostedl|l bans al
including payday | oans.
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Jurisdiction

Ontario

Australia
e

Australia

[

<.
¥*

European
Union

e 1. P a

Policy/Legislation/

Program/Initiative

Pay Day Loan
Regulations
(Provincial
Regulations -
Ontario)

Australian Securities

and Investment
Commissions

Financial Sector
Reform Bill 2022

Consumer Credit
Directive ((EU)
2023/2225)

da |
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endi ng

Description/Reasoning/Type
of Regulation

Federal price cap at $14 per
$100 (Budget 2023)

To promote fair and efficient
market practices, to make sure
Australian consumers informed,
receive transparency when
participating as a financial
consumer

Price cap

Governmental body that
regulates brokers of credit
(such as payday loan lenders,
Buy now Pay Later
arrangements, does not include
ADIs such as banks)

Changes were aimed to address
concerns about the high  -cost
nature of payday loans and

their potential to trap borrowers
in a cycle of debt

Disclosure

Negative obligation

Outlines stricter  regulations to
protect consumers from
predatory lending practices

To further consumer protections
on new payment methods such

as BNPL and growing non  -bank

loan sectors such as payday
loans

regul

ations

Additional Information

Ontario: Payday Loans Act, 2008

1 maximum charge immediately prior to
federal cap, $15 per $100

1 two business days to cancel a Pay Day
Loan contact without no penalty

1 rollover loans prohibited

i can only lend up to 50 per
borrower's net pay per loan

cent of a

Regulations on Payday Loans:
Lender needs to do due diligence to make sure loan
can be paid back such of verifying proof of income

Small Credit Loans ($2000 or less)
9 loanterm: 16 -365 days
9 one -off fee (no more than 20% of the
loan amount
1 monthly fee cannot exceed 4%

Medium Credit Loans ($2001  -$5000)
T loanterm: 16 -365 days
T one -time fee of $400
1 maximum annual interest fee of 48%
(including all fees and interest)

Large Credit Loans (more than $5000)
9 maximum annual interest fee of 48%
(including all fees and interest)

Some reforms pertaining to Payday Loans included:
1 Cap on repayments (cannot be more than
10% of borrowero6s inconm
1 Ban on predatory marketing (cannot use
misleading advertising tactics)
9 Restriction of Loan Referrals: if denied a
payday loan, cannot refer denied applicant
to another payday loan lender

The Directive Outlines the following:
1 Member Nations have until November
2025 to implement changes into their
domestic laws
1 Will include o6microloan
1 Credit Checks will be completed before any
agreement is finalized (to confirm if
individual scan make payments)
1 14 days right to withdrawal from
agreement

Other stipulations revolving around transparency in
advertising and written contract


https://asic.gov.au/for-consumers/loans-and-credit-cards/
https://asic.gov.au/for-consumers/loans-and-credit-cards/
https://asic.gov.au/for-consumers/loans-and-credit-cards/
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6909
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6909
https://eur-lex.europa.eu/eli/dir/2023/2225/oj
https://eur-lex.europa.eu/eli/dir/2023/2225/oj
https://eur-lex.europa.eu/eli/dir/2023/2225/oj
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Policy/Legislation/ Description/Reasoning/Type

Jurisdiction Additional Information

Program/Initiative of Regulation

Article L. 314 -6to L. 314 -9 outlines the following:
1 Usury rate is calculated by the average
effective rate is then increased by one

France Articles L. 314 -6to Articles provides National third, and are annual rates
L. 314 -9 of the ‘p 1 Cash Loans |l ess than 03
Regulations on usury rates for
French Consumer consumer loans 1 Cash | oans greater than
Code than 06000: 13.50%
1 Cash |l oans greater than
- National regulations that outline Consumer Credit Bill 2022outlines the following:
Ireland Consumer Credit Bill B ) | 9
. l 2022 the usury rate for consumer interest cap at a maximum rate of 1.0% per week
D loans with @ maximum, upper annual limit of 48%

The Act outlines the following:
1 Lenders cannot ask you to pay back more
than twice the amount borrowed
1 Cannot charge compound interest
1 Cannot charge more than 0.8% of the
unpaid loan balance in interest and fees

Price ca
P per day when averaged across the loan

Negative obligation

Credit Contracts and Legislation that provides term
New Zealand Consumer Finance gisial P ) 1 Default fees for missed payments must be
S protections for consumers in
’ ) Act 2003 $30 or less

regards to Pay Day Lending
Loans and Mobile (Clothes)

Truck Shops f
S Lenders must be able to work out if you can pay

back the loan
9 Lender must check income and expense
before issuing loan

Ensuring that borrowers are not Initial cost cap of 0.8% per day - Lowers the cost for
subjected to excessive  financial most borrowers
burdens

UK . . )

A pavday Loan To protet_:t _consumers from high Fixed default fees_ capped at £15 Protects

rales Tayaay Loan and unfair interest rates and borrowers struggling to repay
charges associated with payday
loans Total cost cap of 100% - Protects borrowers from
Price cap escalating debts

Thirty -seven states have specific statutes that allow
To provide regulations on short -  for payday lending
term |l oans that n¢
require credit checks or other State of New York: -
background information f PayDay Lending isillegal
Payday Loans .

%?éE Regulations (state Price cap

E—— Negative obligation State of California

= level) e T A e 9  CivilCode §1789.30 etseq.and Financial
single -payment, short  -term Code §23000 etseq .
loans such as, maximum loan 1 Maximum loan amount can be $300.00
amount, maximum loan term T Maximum loan term is 31 days and fees

and financial charges for the loan cannot exceed 15%


https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.citizensinformation.ie/en/money-and-tax/personal-finance/loans-and-credit/moneylending-in-ireland/
https://www.citizensinformation.ie/en/money-and-tax/personal-finance/loans-and-credit/moneylending-in-ireland/
https://www.consumerprotection.govt.nz/general-help/consumer-laws/credit-contracts-and-consumer-finance-act/
https://www.consumerprotection.govt.nz/general-help/consumer-laws/credit-contracts-and-consumer-finance-act/
https://www.consumerprotection.govt.nz/general-help/consumer-laws/credit-contracts-and-consumer-finance-act/
https://www.fca.org.uk/news/press-releases/fca-confirms-price-cap-rules-payday-lenders
https://www.ncsl.org/financial-services/payday-lending-state-statutes
https://www.ncsl.org/financial-services/payday-lending-state-statutes
https://www.ncsl.org/financial-services/payday-lending-state-statutes

Tabl e 2

Jurisdiction Policy/Legislation/

Program/Initiative

Buy Now, Pay Later
Canada

Credit card
I * I substitutes
Canada Tax Rebate

i+l

Discounting Act

New Zealand
Fair Trading Act

UK Buy Now, Pay Later
[ L ;
rales (BNPL) Regulations

39

Ot ftorsthil @lans

Description/Reasoning/Type
of Regulation

Regulations can ensure that
consumers are provided with clear
and transparent information about
interest rates, fees, and
repayment schedules, protecting
them from potential financial harm

No federal regulation on BNPL

To protect the rights and interests
of individuals who use discounting
services to get their income tax
refunds

To provide regulations on
advances on tax returns for those
who request the service

Provides consumers with
protections that traders must
abide by

Disclosure

Positive obligation

Provides regulations on LayBy
buying (does not apply to Buy
Now, Pay Later Arrangements)

Regulations can ensure that
consumers are provided with clear
and transparent information about
interest rates, fees, and
repayment schedules, protecting
them from potential financial harm

Disclosure

The UK Government does not
regulate BNPL providers but has
encouraged providers to more
transparent and fair contract

Additional Information

Currently offered by credit cards linked to major
banks and other third - party providers (ex: Klara,
agreements with stores)

TD Visa Payment Plans

A no interest

A depending on duration of payment -thereis a
payment plan fee (ex: 6 month duration, is 4%
payment plan fee)

A primary credit card holder is eligible

A account has to be in good standings

CIBC Pace It

A no interest

A one time installment fee of 2% of purchase
amount

A depending on duration of payment
payment plan fee (ex: 6 month duration, is
6.99% payment plan fee)

A primary credit card holder is eligible

A account has to be in good standings

-there is a

CRA Fee Regulation: 15% for the first $300 of
your refund, and then 5% on the rest

A can only be eligible if there are no outstanding
debts or liens

Quebec: illegal to discount refunds of Quebec
provincial income tax

Layby means you pay instalments and get the
item once it's paid off

Regulations on Layby:
T Pay no more than the original set price
of the product
T Have your products kept safely by the
trader until you have fully paid them
of f, unless you dondt
T A written copy of the layby contract
before you buy
T A free statement of your account at

any time
1 Cancel the sale at any time before the
final payment and get a refund 4

minus a reasonable cancellation fee.

UK Government planning on making regulations
through the FCA in the future


https://www.canada.ca/en/financial-consumer-agency/services/loans/buy-now-pay-later.html
https://www.td.com/ca/en/personal-banking/advice/day-to-day-banking/payment-plans
https://www.cibc.com/en/personal-banking/credit-cards/manage/installment-plans.html
https://www.canada.ca/en/revenue-agency/services/e-services/digital-services-businesses/information-discounters.html
https://www.canada.ca/en/revenue-agency/services/e-services/digital-services-businesses/information-discounters.html
https://www.consumerprotection.govt.nz/general-help/ways-to-buy-and-pay/laybys-and-buy-now-pay-later/
https://www.fca.org.uk/news/statements/fca-drives-changes-buy-now-pay-later-bnpl-firms-contract-terms
https://www.fca.org.uk/news/statements/fca-drives-changes-buy-now-pay-later-bnpl-firms-contract-terms

Jurisdiction

USA

Policy/Legislation/

Program/Initiative

Federal Regulation Z
of the Truth in

Lending Act of 1968

40

Description/Reasoning/Type
of Regulation

terms

Protects consumers against
inaccurate and unfair credit billing
and credit card practices

Disclosure
Lenders such as payday loans,
pawn shops, and prepaid credit

cards, buy now pay later must
disclose the cost of their loans,

including the fee and interest

Additional Information

For example, any type of advertising for Buy
Now, Pay Later programs must include an
example of a breakdown of costs based on
agreements in the advertising



https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
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Tabl3e Smalall ue ci AT bobr dpbloeguct s
Jurisdiction Policy/Legislation/ Description/Reasoning/Type of Additional Information
Program/Initiative Regulation

Canada

I * I Loan credit score.

Vancity Fair & Fast Eligibility based on your income, not your

Organization does not give out cash, does
not pay bills or debts

Individuals can Borrow up to $2000 for
essential goods and services such as:

No-Interest Loan .
T educational expenses

Program  started by

) non - profit organization Provides an alternate means of 1 car repairs
Autraha p 9 borrowing that does not put individual T household item repair
= ., called Good Shepard . ) A .
* . in further financial hardship through

that will pay invoice for

aying fees or interest
an emergency paying

Individuals can borrow up to $3000 for:
1 Rent in advance
1 Costs associated with natural
disaster

Final Rule (PALs Il) do not replace current
existing alternatives to Payday Loans

The final Rule (PALs Il) approved today
includes:
1 Allows a federal credit union to
offer a PALs Il loan for any

National Credit Union LT 2005

e Requires PALs Il loans to have a
USA Administration: Payday installment loan ﬂ q .
E minimum term of one month with

Alternative Loan (PAL) .
Alternative Loan (PAL A ERTIT G S TS

9 Allows a federal credit union to
make a PALs Il loan immediately
upon the borrowerds
membership; and

9 Restricts a federal credit union to
offering only one type of PALs loan
to a member at any given time.

Price cap

. N A federal credit union can charge an
Positive obligation

application fee only in the amount needed to
recoup the actual costs associated with
processing the application, up to $20. PAL
amounts can range from $200 to $1,000.

as an alternative to payday loans
To provide credit union members with

National Credit Union an alternative to high  -cost payda
USA . . . 9 . . payday The loan term must range from 1 to 6
B Administration (NCUA) loans, the National Credit Union
e . . months. Uptot hree PALs may be granted to
Administration (NCUA)  allows federal ) .
L the same borrower during a six -month
credit unions to offer small -dollar criod. as long as no PAL overlaps or is
loans called PALs. The borrower must P ' 9 P
rolled over.

be a member of the credit union for
at least 1 month.



https://www.vancity.com/Loans/TypesOfLoans/FairAndFastLoan/
https://www.vancity.com/Loans/TypesOfLoans/FairAndFastLoan/
https://goodshep.org.au/services/nils/
https://goodshep.org.au/services/nils/
https://ncua.gov/newsroom/press-release/2019/payday-alternative-loan-rule-will-create-more-alternatives-borrowers
https://ncua.gov/newsroom/press-release/2019/payday-alternative-loan-rule-will-create-more-alternatives-borrowers
https://ncua.gov/newsroom/press-release/2019/payday-alternative-loan-rule-will-create-more-alternatives-borrowers
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Tabl4eDedi cated Emergenc Loans

Policy/Legislation/ Description/Reasoning/Type of

Jurisdiction Additional Information

Program/Initiative Regulation

The Kelowna branch of the Canadian Mental
Health Association has  unveiled a pilot

Rent Banks L roject that is aiming to increase housin
to provide interest  -free loans to low - proj 9 9

Canada gz:;ral Okanagan Rent SIS S TEse Fees S stability in the Central Okanagan.

I * I Toronto Rent Bank to pay rent. The rent bank loan can be compared to a
loan, but only for paying rent or utilities T
and, importantly, without high interest
rates.

Some of the criteria include:
T Need to be a part of respective
program for at least three months
T Only one advance is allowed per
year
1 Cannot get an advance if there is
a debt to the Australian
Provide support for vulnerable Government
individuals that do not involve third T Cannot get advance if you are
Australia Service Austr partylendersor providers going out of the country
Advance Payment
Individuals who receive Social Benefits Advance payment amount depends on
from an Australian programme can program
request an advance payment for part T old age pension advances (if
of future benefit single): highest amount $
$1559.25, lowest amount:
$519.75

T Family Tax Benefit (FTB) Part A,
advances cannot go over
$1,296.09

Allows for w an alternate method of .
No interest on return payments

UK borrowing for vulnerable individuals

Advance Payments on . .
— Social Benefits After acceptance into social program, Return payments will be taken from each of
=L an advance payment can be made if pay

our benefit payments
there urgent needs Y pay

Must be accepted into a social service

program
An advancement on social service
benefit in case of an emergency Money is loaded up onto payment card
New Zealand Advance Payment of
=N Benefit To help you pay an essential or Money must be spent within seven days or
emergency cost if you can't pay it funds are removed
another way
Reasons for advance payment include:
ambulance fees, school fees, necessary
home repair
One-time payment to help you pay an Requirements:
New Zealand essential or emergency cost 1 NZ Citizen, Perm Resident, intend
e o Special Needs Grant ) 0 stay.ln Nz . .
To assist vulnerable New Zealanders T Takes into consideration income
with an alternate method of lending and assets but, amount given is

during times of need dependent on situation


https://www.cmhakelowna.com/programs-supports/central-okanagan-rent-bank
https://www.cmhakelowna.com/programs-supports/central-okanagan-rent-bank
https://www.toronto.ca/community-people/employment-social-support/housing-support/financial-support-for-renters/toronto-rent-bank/
https://www.servicesaustralia.gov.au/advance-payment?context=22151
https://www.servicesaustralia.gov.au/advance-payment?context=22151
https://www.gov.uk/short-term-benefit-advance
https://www.gov.uk/short-term-benefit-advance
https://www.workandincome.govt.nz/products/a-z-benefits/advance-payment-of-benefit.html
https://www.workandincome.govt.nz/products/a-z-benefits/advance-payment-of-benefit.html
https://www.workandincome.govt.nz/products/a-z-benefits/special-needs-grant.html
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Policy/Legislation/ Description/Reasoning/Type

Jurisdiction Additional Information

Program/Initiative Regulation

T Can assist in buying food health
travel costs, dental treatments,
etc.
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4. Payday | ending 1 n Canai
abroad: A |1 terature r.
the thinking and pract
| endi ng and regul ating
confli cted I ndustry

JERRY BUCKLAND

Summary of the |iterature revi
The |l iterature on financi al exclusion and part
|l ending and caps is more established in the L
Canadal.he | iterature summarized here has high
|l iterature for Canada and the more focused
|l iterature in the Unite®# States and el sewhere
The |iterature search was undertaken in 2023 :
the focus of that |l iterature search was twof
intended to find as many Canadian studies as
ti me period, 2 otughtltlye 2®@0esent , | ooking for st
financial exclusion and payday |l ending in Can:

2024 results) twenty studies were found. The

more recent period (approximat,el witthhend asped

geographic parameters, and was more specific
seek to measure the impact of payday | oans an
total o8ixhboftyhese studies were found. This |

frotmhe United States and is reported below. Th
identified for this review.

Table S.1 Number of studi es, Canada and Gener
Focus | 2023 [2024 | Total

24 This is a modified and updated summary of a literature review originally completed for the Department of Finance
Canada in 2023, and is used with their permission. The literature searches were completed udtognlit, Jstor, and Web of
Sciencedatabases.

25 This is not to say that there is not equivalent financial exclusion literature, general in nature, in the U.S. There isfdBut
the purpose of this study the scope of the U.S. literature was narrowed onto the payday loan and cap impact.
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Canada 17 3 20

General 20 16 36

Sub-total | 37 19 56

Canada | i hegadtugeéat s

The | iterature on payday Il ending in Canada i s

with the United States. Some key results from
T The I iterature on payday | ending in Canada
character of the industry and the experienc

agrees that payday | ending and other fring
result of a broader-f pncaballe me xocfl ussd wminal Thi s
the result of markets responding to demand,
weal th, which when unbalanced and uneven,
mar gi ns.

Regul ation of payday |l ending has tended to

and not based on a broader financi al exclu
Quebec, regulations have sought to set a reé
efficient payday | endeerf ftoor to phearsa tfeo.c uLsi erd toenc
more safe and affordable financi al produc
peopl e.

Unli ke the United States, there are | imit
payday |l ending, |limited studies examining I
few studies exploring t he i mpact of pay
consumer s.

Studies find a strong, but not perfect, co
payday |l oan use. Many payday | oan consumer s
are middle income and a few others are hig
There is some evidence that the poor-est bo
of f borrowers, are more |likely to end up i
There is tension around the causation of p
(Lamb 2024) fi-inmMcdmeatpdomw e have | ower fin
By extension, one might argue that it is |o
one to use payday | oaaokl aBdtetot hler s2QB8) a
it is the paucity of-mehlanisc & otrhr mtwelrsad o lucwe

| oans, not their financi al il literacy.
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T Few studies have examined onDenise@arrgitayday |
Consulting (2015) found in their online audit process that unlicensed
and online payday lenders were more likely to not comply with provincial
regulations, as compared with payday lenders that were licenses.

T Finally most studies support the need for |
excesses of payday | ending. This enabl es t
operate and consumers are able to access
s t u @ijkema 2019 argues that rate caps reduce the number of payday
loan outlets and harm certain consumers (who accessed loans through
the now closed outlets). Robinson (2016 and in Buckland et al. 2018)
argues that rate caps will tend to push lenders (and con sumers) to
concentrate more business in fewer outlets.

Gener al | Tterature highlights
The nGanadi an l iteratur e, mainly from the un
number of interesting issue® arduintds paggualya tli
Some of the key issues raised in this I|literat
T Akin to the i mpaclt9 ogandchemiCOVItDhe reliance
payday | ending and other fringe financi al
of an unequal economic systamd WWhpnecreo NBO St
citizens experience rel atnitvebwvwalcihteyap f iannad
services, some people, often poor and raci
of equal or |l ower quality. This phenomenor
di | emma. Some argue that this is the effic

(and not a morhall ei steolsed) aw gue t hat t here
probl em.

T This raises another i mportant insight from
need to study the | ived experiences of peo
By engaging in this study, we are better a
of this system and tiosasesejssst hei snouadted.

T One of the most poignant i ssues related to
spiral i Sssue. This I s the concern that pay
the needs of certain consumer s, t hat I ts
adding a debt |l oad to oheenschhéilenfgesanct
clear from the | iterature that certain pay.
situation and that ties in with the next

26 Some studies examine experiences with other fringe bank services, e.g., instalment loans.
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come from a varieetoynomi c sbac&grounds, and
better served by payday | oans and some are
har med.

T Also, the I|literature has found that payday
in their demand but wi || evolve as payday
availability change.

1T Moreover, payday | oan companiesd products
are mutpliace but consistently demonstrate

T Regarding the i mpact of reguldeti scnudoest hi
found,

o Restrictive payday |l oan caps that disal
l ead to a | arge shift of consumers to
(Dasgupta and Mason 2020)

o Modest payday | oan caps that enabl e mos
|l ead to an increase in | oan volume (Fek

2018)
o When adjoining states have
l ocation in the restrictive

affects payday | oan uptake (Lukango
o High cost finance companies develop

change (Ramirez 2019a)

ol nstall ment |l oan caps Il ead firms to of
fewer smal |l er |l oans creating S 0ome o |
Elli ehausen and Hwang 2017)

T Regarding the i mpact of r egwildd,i ontsu dine st hte
found,

o Sinpayday cloonasnumer s come f r omRecvoanromiucs S
backgrounds, the i mpact of caps will va

o As rate caps are Iimplemented some peopl e
poorer, have poorer access to |l oans (Fel

di fferent
state (nea
and
new

o There i s evidence that in the face of
some cases consumers shift to using ot

payday | oan t o Bpawnal aad) Homonof f

Canadaoacused or based | i

There has been limited analysis of fringe or alternative financial services in
Canada, particularly in comparison to the U.S. There has not been the kind

2016)

teratur
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and number of focused studies, as in the United States and reported below,

on the impact of payday lending and the consequences of the introduction of
interest caps. The literature in Canada has tended to be general or abstracted

in nature. The research ha s tended to seek to understand the role and nature

of fringe/alternative financial services. The academic study of fringe lending

has come primarily from community -focused researchers in disciplines such
as Economics, Politics, and various interdisciplinar y programs (Aitken 2013,
Bowles et al. 2011, Buckland 2012, Buckland and Martin 2005, Kobzar 2012,

Lamb 2024, Lamb 2016, Simpson and Islam 2018) and from various
government agencies, e.g., Statistics Canada (Pyper 2002). This literature has
addressed sever al aspects of fringe/alternative financial services including
conceptual and theoretical aspects of consumer finances on the margin
(Aitken 2013, Buckland 2012), legal aspects of alternative credit markets
(Henderson and Malatesta 2019, Kitching and Starky 2006, Kobzar 2012a,
Kozbar 2012b), field studies examining the impact of fringe banks on
individuals and communities (Bowles et al. 2011, Buckland and Martin 2005,

Lamb 2016), and measurement studies (Lamb 2024, Pyper 2002, Simpson

and Islam 2018). There has also been important policy -oriented work
undertaken by various organizations including substantial work on payday
lending regulations in Manitoba (Robinson 2016), consumer research
organizations (e.g., Consumer Council of Canada) and think tank reports (e.g.,
Cardus)( Di j kema ).2019

The original literature search identified 17 studies (Aitken 2013, Akrong and
Henderson 2021, Bowles et al. 2011, Buckland 2012, Buckland et al. 2018,

Buckland and Martin 2005, Denise Barrett Consulting 2015, Denise Barrett
Consulting 2018, Di j k e ma RefideérSon and Malatesta 2019, Kitching and
Starky 2006, Kobzar 2012a, Kozbar 2012b, Lamb 2016, Pyper 2002, Robinson

2016, Simpson and Islam 2018) used for this synthesis. The 2024 update

added three more studies (  E | Hazzouri éamb 20P4, Sclawar 4nd
Ben-Ishai 2023) and this included more coverage of one book (Bucklan detal.
2018), for a total of 20 studies.

Delivery agencies engaged in financial empowerment programing associated

with financial counselling, asset -building, and financial literacy (e.g., SEED
Winnipeg, Momentum/Calgary) have been concerned about the fringe bank
phenomenon. And advocacy and anti - poverty organizations such as ACORN
Canada, ACEF, and Prosper Canada have been active in efforts to change
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regulations related to financial exclusion. Some of these organizations have
engaged in action to change policy and regulations related to fringe financial
services. Some mainstream financial service firms that engage in financial

inclusion efforts, e.g., Desjardins Federationds solidarit:
uni on6s Fair and Fast | oan, and Canada Post /T
Conceptual and t heoretical as
finances on the margin

These studies, while authored by academics 1in
' imit their scope to Canada. For instance, Buc
di fferent sorts of theories that reflect on f
continuum with humagr) pAationality on one axi
institutional i mportance on the other (p. 63)
compare a variety of financi al exclusion theo
behaviour al t heories, i nstitdt ieocnoanl o ntyh etohrei oersi,

Aitken (2013) presents a political economy th
argues that responses to the rise of payday

creates, have been O6regulatory | ocalism.d He
ineffewecaoese payday Il ending is an increasin
embedded in a deepening capitalist system.

Buckl and et al . (2018) edited and al so Wr
comprehensive book examining payday | ending i
objective of recommending how to regulate it

chapters, each of which is summarized here:
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Chapter 1: I ntroduction

The <chapter explains the Dbasic nature of pa
extensive prior research evidence, most of it
sections of the book:

T statisticadecomdmiacievi dence on the nature

T a business analysis and model to deter mine
fees charged for a payday | oan

T Two chapters explore ethical i ssues and t
governing payday |l oans in Canada and some
T One <chapter describes wvarious mainstream
could exist to payday | ending.

T A concluding chapter with recommendations f
harm payday | oans cause | ower income and d

Chapter 2: A Statistical Profile of Payday Loan C

The common view sees the <clients as working
Economi sts Wayne Simpson and Khan I sl am anal
clients in the Survey of Financi al Security &
Survey to compackientdh.mmmme view i s not entir
The clients tend to be | ow income, but not th
much | ower wealth and most of them | ack acces
from banks and credit unions. However, t he in
oer time and also the gap in education. Ther
payday | oan <clients i n upper i ncome quinti/l
wor king. APaydayo now means any consistent i
retirement and di sabiai ey pamadansChi wel fBene
Empl oyment i nsurance payout s. The =early payo
income from empl oyment, but now al most any re
of cash flow is accepted.

Chapter 3: How and Why People Use Payday Loans

The focus shifts to the soci al characteristic:
data from Winnipeg surveys and a focus group.
consumers turn to payday | oans despite their |
that can ensue.a$atitoascisakhliteracy, urgent

|l ack of alternatives are discussed in detail
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much more friendly and convenient than banks.

|l oans strategically, only when absolutely nec
repayment as good discipline, but the majorit.y
of repeat borrowrag, Bnamdect ed emergencies

prevalent reason for taking payday | oans. Mos!

meet their everyday ongoing expenses.

Chapter 4: A Business Analysis of the Payday Loan

Fi nance professor Chris Robinson uses publ i st

other data to characterise how the business w

1T They are small businesses with considerab

chains and | ow volid®les op0 $ba@anse per day. .
they must charge very high fees

T High operating | everage. Most costs just t

T High bad debts, though operating costs are

T Very high repeat business. The great major.

| oans per year with thousands of customers
than once a month

T They require very I|little capital invest men
T Only two | ines of business contribute mat:
payday | oans. The payday | oan business w
cheque cashing declining.
The chapter then develops a model of how to
charge so that an efficient |l ender will contir
profits. Robinson finds that a fee of $15 per
fee. A repatasedos B8 maxi mum permitted fee is
i ndustry.
Chapter ©5: Et hical | ssues Related to Payday Lendi
Chris Robinson, finance and Denys Robinson, €
arguments for and against payday | ending. The
and white. Payday |l enders exploit their clien
they were chargihgtekicegsadeastage of their m
the |l ack of alternative <credit for their cus
i ndustry argues that the clients need credit

pervasive ethical probl ems 1| sr acdrveasrisssa dsi eslaetci toinc
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Payday | enders charge a single price to every
more | ikely to default. The price charged mus:!
l ow risk borrowers are inherently subsidising
al so examinehet péremective of the soci al res |
payday | enders and find that the | enders fail
that there iIis a case for government intervent.

the remaining questi omnids hhoow ttiog hrtd gyu lteot er e g ul

Chapter 6: Mainstream Alternatives

Economi st Spotton Visano describes t he mai n
provision of c¢credit and the barrier that | owe
communities face to access credit. Some ver:
of ferings from credit. uhhenmaiamet deamrhodrids ha
adept at skirting regul ations me a nt t o empo
reasonabl e access to mainstream financi al ser
to be necessary. The more difficult qgquawtni on i
goes far enough.

Chapter 7: Payday Lending Regul ation

Lawyers Katrine Dilay and Byron Williams desc
payday |l ending in Canada and how it developed.
regul ation in Canada with practices in other
common chall engesfudndstsruactceegsises empl oyed i n
as the United States, the United Kingdom, and
could inform Canadian policy and practice.
Chapter 8: Conclusi on
The editors synthesize the insights from prev
regul ation is essential to protect consumer s
di sadvantage. They offer policy recommendatio
T The most i mportant policy recommendati on i
mai nstream financials services, i ncluding
credit, to all Canadi ans. This could inclu

overdraft protection tabhbélfeésenasdfprovi
fee bank accounts for the | owest income Ca
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T The i deal would be a ban on payday | oans
uni ons providing the substitutes for those
T I'f there is no political appetite for a ba
of $15 per hundred and | imitations on fee
fees for borrowers who cannot repay i mmedi
time of writing in 201X8,s rmhamde dfo wehes dprtdchwei |
to $15.

Legal and political aspects (

mar ket s

Severatudies have addressed t he | egal and
fringe/ alternati ve Akrongand dendedson 2021, Meinderson  (
and Malatesta 2019, Kitching and Starky 2006, Kobzar

Henderson (2021) critically examicmsht hg mBmadu
payday | ending during the pandemic, among ot
install ment | oans present a gap isnoncuamaent
Mal atesta examitneewmh hendesntry and find that wl
targetds ncowanadi ans there is a |l ack of speci
sector. Kitching and Starky (2006), with the
Research Service, of fered a coh&i whi ekpWwauoht
exclude payday Il ending from mplpl Reatae¢e i oh Dbht &t
provinces that create payday | oan regul ation.
Kozbar (2012a, 2012b) wundertakes a critical e
payday |l ending regulations were firs20@6d¢.abl i:s
She argues that the method of regulation deter
one that iI's widrmsiasteaol i ber al gl obalized st a
networks, it has been frequently argued, have
policy in an increasingly complex and fragmen
a manner that is both rowmainmigead| eand Kpabati Q¢
p.33).0 She argues that this process | eads tc
political. Kobzar (2012b) , i n her PhD di ssert
review of payday |l ending regulations ianCanad

regul ations are vulnerable to pressure and ch
political factors at work in creating regul at
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Field studies examining the inm
on i ndividuals and communities
There have been several neighbourhood -based studies focused on the

experience of people with Iimited meansdé expe:
(Bowles et al. 2011, Buckland and Martin 2005,
2024) . Thi s sampl e of t hese types-meodnsstudi
communities in Prince George (Bowles et al. 2
Mar tin 2005) , and Kaml odpesdq Lambdi2esl 6pse mi
guantitative andtegbadst abi vederstand the stat
of caonmesu financi al servi-gerssorSuir vteg sy i &kwes, foc
di scussions, and questionnaires are common met

t hat -nheocawn s nei ghbor hoods have gui te di ffere
services as compa-raend thonemmesl i meni ghbor hoods.

Bowles et al . (2011) -cfacsthn ch gt hhautt e squeer e popL
means neighborhoods in Prince George and that
were disproportionately I ndigenous Peopl es. T
cashing clients -maaens aamgde |ltyhdtow ndi genous Peoj
clients atashengsear esenroedwednd that gover nmen
needed t o better regul at e consumer finances
mai nstream finances. Buckl and and Mabraesidn (20C

mi xed methods research study of consumer fina
They found t hat consumer finance supply was
alternative financi al services. Ther e wer e 1
nei ghbour hood that haschéeehmehée hbstpebpbhk wi
means and newcomers from Eastern Europe and mc

Peoples from rural Manitoba. The study found t
financial services because they weref fgewagmraphi
friendlier, as compared with mainstream banks.
met their i mmediate finanedashinreg)ds (e. g., ch

Lamb (2016) examined use of fringe financi al
relationship (using fringe services) with fi

fringe clients are | ower income as compared w
|l ndi genous Peopbpsrarendtepy using these servi
there is no statistically significant di ffere
fringe Whemsintfome is controlled for, financi
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statistically different between those who use
not (Lamb 2016, p.221).0

These types of nbea gerid osutrihdbioeds are really I mpor

to explain the |ived experiences of peopl e wi
the state of consumer finances in these neigh
financi al excl uskiedny idsuemotroe hlaving | i mited me
having | imited financi al capability.

E I Hazzouri et al . ((2O®214¢ usteesr vai eswmawilt h 33 |
clientsdé views about new payday | oan regul ati
Al berta. The research revealed complicated r e:
felt the new cagpgutaeaduonisornf from $23 to $15 an
were prohibited, e. g., payment due before pa
ot her felt t hat t he new regs, and t he p a
di sempowering. The authors conclude that payd
| ar ge, enhanced consumer protection (p. 10
Al p] olicymakers must attend not only to indus:
protection regulations, but al so to the unini
consumer di sempower ment pand 8vul.mer abi |l ity (

Measur ement studi es

Pyper (2002) offered an early examination on the use of fringe financial

services, including payday lending and cheque -cashing in Canada. The data
for the analysis came from Statistics Canadaf
(2005). She noted that, at that ti me, less than 3% of respondents indicated

using a payday loan in the last three year, that (younger) age and (lower)
income were important correlates, that net income for borrowers was often

negative, and that many borrowers had not credit alternatives (Py per 2002).

Si mpson and I slam (2018) use two national S L
Security ZZ®1020]5],and Canadi an Financi al Capabi
2014]) to examine the characteristics of payd
rich resource on payday | oan consumer <charact
conclude the typical paytdayhé opoorc, iewmtt i ac ki
and asset s; somewhat | ess educated and | ac k

relatively young but getting ol der; l i kely wo
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the past; and reliant on public programs as t
that over the period studied a growing share c
soci al assistance and public retirement i ncor
payday | oan (p.®&R2¢ss Thlegy adledbti ssue by examin
repeat borrower and find, AThis resul't iI's pa
borrower s, suggesting that the i1 dea of payde
vul nerabl e working adults needs worlkeradjwusthe
' imited resources derived from public i ncome

Lamb (2024) econometrically investigates factors behind the use of payday

lending drawing on the 2005 and 2016 Survey of Financial Security (SFS).

Lamb finds that payday loan clients are more likely older, single parent, and

having a higher income and less likely with post -secondary education and

higher wealth levels (p.341). The likelihood of becoming a payday loan client

increased from 2005 to 2016. Lamb noted, A v e
financial instability (bankruptcy, skipping credit payments, mak ing less than

the minimum credit card payments and the credit -debt to credit -limit ratio)

are found to be strongly associated with payday loan use, which is the most

noteworthy result in this research (p.341).

Schwartz ahd haBen (2023) l nvestigate t he rel
bankruptcy and payday | oan use in Canada. Usi
Superintendent of Bankruptcy (OSB) for 2011
growing share of bankowsptaecames (isc¢l| dhdigmg i nst

payday |l oans as l|iabilities) (18% in 2011 anc
with Quebecbés restriction payday | oan r-egul at
cost | oans are involved in a growi ng isnh&r0el 1o f
and 3.5% in 2019) ( Selhswhaait z 2 (a2nxd, Bpe.n7 0) . The

estimate that 5210 tf Itdensiigrh 2019 were payday

Pol ioay ent ed wor Kk undertaken
organi zations including subst a
| endi ng

There has been important work done either driven by policy -oriented

organizations or driven by regulatory process. This includes, research
conducted for regulatory hearings on payday lending, e.g., in Manitoba
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(Robinson 2016); consumer research organizations (e.g., Consumer Council
of Canada); and research organization reports, e.g., Cardus (Dijkema 2019).

From 2008 and on a periodic basis the Manitoba Public Utilities Board

undertook hearings on payday lending regulations (e.g., Robinson 2016).

Robi nsonés (2016) study (updated and discuss
2018]) drew on publicly available corporate reports to estimate the costs of

the most efficient lender. Based on this evidence he argued that the rate cap

in Manitoba should be set at $15/$100 loaned. He also recommended that

consumers have the option, at loan repayment day, to convert the payday

loan to an installment loan.

The Consumer Council of Canada has undertaken several studies focused on

fringe/alternative financial products including the payday and installment loan

sectors (2018), rent  -to-own industry (2016), and an earlier report focused on

on-line payday lending (2 015). These studies are informative and provide a

comprehensive view of these businesses and provide a practical assessment

of the consumer 6s experience. The research a
data, onlineandin -per son st or e O adperson B ,tedvievesnDknisk e y

Barrett Consulting (2018), in an expansive review of payday and installment

loans review that includes a review of regulations in other countries, a

summary of the current state of regulation by province.

The authors note (Denise Barrett Consulting 2018),

T I'nstall ment |l enders generally <charged int ¢
6 0 % E AB.9% APR) cap but not always 27

1 Optional charges are often included in the loan product but not
transparently presented to the consumer (p.90)

T Use of financi al terms can be confusing:
number of mathematical misrepresentations and misunderstandings. In
a number of audits, lenders expressed false equivalencies of interest
rates. They commonl y -wenetkelrycoh seanigha riitfihbliy 0

’The report Eatsgditnmatci al é6s | imit was 46. 96%; Cash Mon
and Urloans and Progressa (both online) had 46.5% limits. The report note s that Money

Mart ha d a maximum cap of 59.9% APR (81.9% EAR with daily compounding) ( Denise

Barrett Consulting 2015, p.37). Since Money Marwa$moreitharttteiICRIst char ge
at the time, this is evidence of a failure to enforce the CRI. M oreover, customers are not

able to see the final interest rate until they have completed the contracting process and

before they sign it (p.89).
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payments when the two are not equivalent. There were misleading or

incorrect statements about how interest compounding works. One

lender simply cut monthly payments in half to arrive at semi -monthly

payment amounts, which results in a higher APR than discl osed (p.91).0

The Consumer Council of Canada completed another report for online payday

lending (Denise Barrett Consulting 2015). This project relied on secondary

data and online audits. This interesting study found that licensed lenders were

largely compliant with regu lations and unlicensed lenders largely not
compliant with regulations (p.6). They noted that in provinces without
regulations that consumers are likely to find companies that are least
compliant with regulations and the least consumer -friendly (p.6). Thea  uthors
recommend harmonized, across Canada, enable consumers to distinguish
between regulated and unregulated firms, and expand the ability of
regulations to influence the online market (p.7).

Dijkema (2019), with Cardus (a faith -based research organization) argues
that interest caps are a poor solution to financial exclusion as they reduce the
number of lenders as the lenders must rationalize their businesses to lower
per-unitcosts. Heargues t hat Ontari ods cap | owering, 1in
to $15/$100 led to a decrease in the number of payday loan outlets in the
province from 843 outlets before the reduction to 806 in 2018 and 763 in 2019

(p-11). And he found that the share of the market co ntrolled by the top three
companies increased. But fewer outlets do not mean fewer loans and the
report does not include data on that point. Using data from Alberta, where a

credit union is offering small loan alternatives to payday loans, they find that

these loans represent a tiny fraction, 0.04%, of the payday loan market

(p-14).

Gener al | 1T terature on payday

| mpact

We now turn to a second set of Iliterature. The
on payday |l ending and related productsdo (e.g.
consumer finances and the consequences of ca
demand in the | aNsothet eof Wehaersse. studies focused

mo st of t he studi es focused on t he Uni t ed St
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studies on the topic of the -smpgacof ofheamar kat

another group of stwudies on the i mpact of payc
i mpact of caps isn dtehefddrmhaendnar ket. A few othe
the bank desemobnpledomeyday | oan alternative

addressed more than one of these topics but
principal focus.

General anal ysi s

Payday | oan 1 mpact

There are a number of studies that primarily
l ending on the consumer. These studies exami
met hods, i f consumers are harmed or hel ped by
studi es consider t he dlssaed ofwhaoelotonswpmear s
responsibility to in their using payday | oans

Vari ed outcomes

Bol ena et al . (2020) note t-daktl arnt her e dniptac (i rmc
payday | endi ng, install ment l endi ng, et c.) o
some and har mimgt odihes ssuggest that most borr
sma-db!l | ar credit product s and accurately pr
behavior. Yet, somprbdrcowehei miswn repayment
have particularly poor out comeaddeed)at(iBcel etnoa o
al. 2020, p.73).0

I n a more fochekdi ddaadly2018) examines how t he
|l oans affects people who experience a severe

blizzard). They find that i n the face of | ower
weat her evayday il ppn access more than mitiga
(p.13).0 But they note that under nor mal (i
conditions household use of payday | oans r edu
such as rent, mortgage payments,e andliefsaod (|
AThese results provide empirdideplenedeinde mae uo e
consumer creditodos effectibxei dtghehoafsfedotl d warl

within the market for onedampechel p ceednti Ipe
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conflicting evidence fueling the debate on pa:
(p.19) .0

Using the 2015 U.S. National Financial Capabil

the propensity score mapping analytical approz:
wel |l being variables are associated with the wu
complicatedhirpl|lldtiwenesn payday | oan 4bee ngnd nf i
which there is a negative relationship with
relationshinp wi t h ot her vari abl es. For I nsi
relationship between using patydamakeaesdsance ¢
and pay bills on time (p.686). But they found
using payday | oans and having fuidseytoodeal hat
thefrnidli ngs are consistent with results yield:é
t hat PLU [payday | oan use] -tiesr ma sisnopcaicattse, d swictl
increased | ikelihood of bankruptcy and accru

(p.686). The authoms$l goncesdketsii®&fnthe presen
a somewhat paradoxPiLclUaloni mp aaatmed fad, wied It hat PLL

negatively i mpedaytthienamamgeahgwelfl consumer s, wh
providing assurance that a source of credit i
hel p them cope with future &8Mhanoci al emergenc
|l nstall ment | ending

Bol ena et al . (2020) i ncludes one of t he f ev
l ending. An interesting finding with this proc
l ending |l eads I enders to make | arger | oans and
argue, createsdaséctédfor smaller | oans (Bol e
Causing financi al di stress

Skiba and Tobacman (2019) note the diverse con
payday |l ending on-beomgumdé&siwgl admi ni strative
t hat offers payday | oans, they go onto explor
time borrower andbehlveouwen with payday | oans
ATaken together, our results are consistent w
exacerbate financi al di stress and that housel
intensively explored as -fai Idirngrede ips ihdad kraupTh
al so note getting the first payday | oan i s a
hi gihnt eq«reaste borrowing, and the consequent 1 nte

household cash flow sufficiently to induce ba
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The debt trap 1 ssue

De s ai BInldi ehausen (2017) address one of t he

reference to payday | ending, which 4tg meheir

repayment . They do this by comparing consume.]
unbanned states. The nature oé bder dwearns ciamt
accumul ating debt. Rat her than paying off the
needs and resources require them to take out &
Since repayment involves principal and interes:c
Desaind EIlliehausen review the I|iterature and

the debate has to do with the question of what
short term indicators such as returned <chegq
coll ectionserom ilmdligsaitccdhr as bankruptcy and un

(p.-95). They conclude,

The resulhtiss osft udy suggest that the effect

bans in Georgi a, North Carolina, and Orego
mai nstream credit products are generally s
but someti mes negative, and often not stati
resudd snot generally support the debt trap
al so suggest that payday | oans may not be

| ate payments on cObDessaner ame bELI|I i ehausen 2
p.104) .

Who do consumers assign responsibild]

Brown et al . (dO02hpuonspoatrnry exmpalsy nigs payday
borrowers to different types of I|iterature, tc¢
responsibility to in their borrowing. Speci fi
of payday | oans, t he aut hor s sought t o und
them$¢ves for borrowing or blame other factors
assignment of responsibility is not static bu
Nevertheless, their negative experiences wi
t hat although taking a payday |l oan helped
financi al i ssues temporarily, their deci si
to a second, |l onger period of di sempower
negative feelings, such as shame, helpl esst

occasion caused by taking out the payday | ¢
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|l nt erest rat el scuappp liympact

Several studies focused on how interest rate caps would affect the supply of

paydaylending. The main issues addressed in these st
|l ow interest caps end the | ocal i ndustry; how
firms have mar ket power, t he studi es consi d
per mi ssi ve-pamadairsesn ve statésnd howpthiolms in r eq
to extend credit in new forms; and the consequ
such as install ment | enders and title |l oan c¢r
Very | ow rate caps end | ocal payday
Using data from a natiramadndsuanwlkegd oHfouuwsnehol d
Dasgupta and Mason (2020) i nvestigate the impact of payd
effectively outlaw the industry. Four US stat
these were the o6treated6é states. Another 30 st
and they were the control sthd®sbdgdausd adfe sp av
restrictions). They found that payday | oan b
down storefronts and MTeéeuvuefongedemande Doth su
a statistically assiegniinfigaydaydelcerdi ng, this |
consumers did not, en masse, mi grate to the

payday | ending mar ket (p.11).0

Moderately | ower rate caps suggest m

Fekrazad (2020) wuses admi nyiesarr appervieo d aftrao mh oa @a
payday | ender s, of fering payday | oans across
Rhode I sland cap reduction from 15% to 10%. T
cap reduction t hainndroaamsed!| (usmneess next section 6
i mpaicdemandd). They found that no stores exitg
that the | ack of exiting stores suggests comp:
|t suggests that firms were eabaef mge stulper c aj
reduction.

Border I ssues: | enders concentrate ir
ar ea
Because states that effectively ban payday | e

are more permissive, one iIssue that studi es ¢
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these borders. Ramirez and Harger (2020) exam
prohibit payday | ending in the U.S. They find
to prohibitive states have 14 percent more ope
mor e new branchegsg ot hamuntiteg, suggesting c
expansion in regions Wiorheaccoens ume r cy tdaditset | a
access ddaypawyans (p.539).0 They found that co
with permissive regulations had 3d0%imohr @ nbtrearnc
counties (p.539).

Lukongo and Miller (2018) examine the bord
i n Ar kansas using administrative dat a from
consequences on install ment | oans. They find
i mportant factor affedWendi hdan hapt gpke:xi mi t )
storefronts measured by | oan accessibility mesz¢
| oan usage rates across various specificatio
p.184) .0

Loopholes send companies |l ooking for
Some studies find that rate caps applied to c
devel op new product s, or move into other prod
Ramirez (2019a), for i nstance, examined the
banning payday |l entdthegpand®hi behddrs to shift
hi gcho st credit mar ket s: 6 s nmad rl t glaogaen sl6e nadnedr ss e C
results show that payday | enders wil/ expl oi
producti on -toefr ms hlooratn s , confir ming epvriedveinocues a
(p.5102).0 Ramirez (2019b) confirms this res
payday | oan cap and conclude Aregression resu
average dewvrettyoperaltoang, ssmdrdtnglage, and pawnbr

|l icensees pegr 1mi6l, ]l 48n land 97%, respectively (

Ramirez (2019a) argue that since thes®osdmpani

credit products it hard to accurately measure
payday | oan cap: fAln order to effectively addr
| oan usage amdrtyhda tisred d , the scope of anal ys
entire alternative financi al services industr
gl obal regul ation is needed to avoid compani e

(p.5102) .
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|l nstall ment | enders and others

Bol en et al. (2020) include some examination ¢
that | ittle research has been done on instal/l
t o | ack of dat a. But t hey not e t hat avail ;
administrative dapgapelredbyt oDuarke n, Ell i ehause
(2017). Rate caps here |l ead |l enders to make | a
|l eading to credit desert of smal/l l oans. Anot

Lukongo and Miler (2019), fi ndopehraatt en oi n nAsrtkaa nl
(with its 17% interest cap) and that people t

|l oans. Bolen et al. (2020) also make passing r
undearesearched pawkKuns: (B012) suggests that a
is required for title I enders to operate prof

| nt erest r at el dceanpa nndnp a ct

Anot her el ement of the consequences of intere
the borrower. A total of seven studies were i«
from 2024). Five studies are | argely focused ¢

examines thisupwiltyh ctohnesesquences (Fekrazad 202
2018; Bhutta and Homonoff 2016; Bolen et al

2020a) . Two other studies referred to this i:s
ElI'l i ehausen et al . 2021) . These nstigdhitess i qe nt ehr
foll owing topics: t hat moderately | ower rat e
vol umes; t hat consumer s, after a <cap 1is I mg
someti mes shi-dappted nmMan nge financi al product
response to capbBowacaps;afamhedct bankruptcy rat

Harvey et al . (2024) engage in an interest:.
restrictive payday |l oan regulations in the 16
data from the 2018 Nati onal Financi al Capab
Consumer Financi al uPr oatnedc tGoolnd eBurVead | ey, a O0Tr
i mmunity to regulatory rules and 1is fAextreme
l ending (p.543). They find that restrictive
enforcement is also important (p.554). They <c
Ai f policymakers primarily care about reducin
borrowing, then some regulatory structure ( e\
enforced) i's stildl better than no enforcemen

about reducing ffreagucayxilsr mowi ng, then they
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beyond simply adding new regulations as resoul
more | ikely to assist in this area (p.554).0

Moderately | ower rate caps i ncrease

Fekrazad (2020) wuses admi nyiesarr appervieo d aftrao mh oa @
payday | ender s, of fering payday | oans across
Rhode I sl and cap reduction from 15% to 10%. TI
out more payday | onadn st hpiesr cyoeualrd abe overborrow
|l ients. They note that the | ower cap | eads t
f payday | oans (p.13) but that | oan default s
stimated t hat wel fare gain t o Rhode Il sl and
eduction, is $3.4 million annually, a smal/

ni gue payday | oan borrowers in the sample (
oncl ude: AWhile an interest rate cap may | oo
he financi al cbadiltiamcrosme ofor t unbanked pop.
olicymakers should be wary of the wunintende
ncrease in overborrowing and default, which

the gains from increased affordability (Fekra

- T T 0O c T O O O

Ferrari et al. (2018), summarizing |iterature
| oan cap i mplemented in the -J&si nste@dnb cfrierdd tt
(HCST) consumers-owérafbettéehe cap 1 mpl ement at
AThe average tobhsoflectedied and borrowers are
the | oan on time. Default rates have declined
Consumers also benefit from the iZhermabednavs:
(Ferrari et aldaHo2Welv8e,r, p.sd3Me.wpeeplho | onger ab
access these |l oans andmbheski bebypl eowlee eunempl
poorer than successful applicants (p.34).0 Thi

€l ed to many consumers | osing access to th
in the past. Declined | oan applicants wer
mor e i kely t o be unempl oyed and poorer
applicants. Survey data show that only 40%
applitsameacted to the |l oss in access to H
turning to informal sources of borrowing, s
and friends, or to other f or mal sources o0
hi gtho st product s, such as revolving credit
8% state that they had to cut expenditures
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| argest shar & ,hiowWerofonreespondent s, did not
action after their | oan application had be
suggests that for the majority of declined
cap prevented a rise in indebtedness, al th
the expemiemfawbaxc ks in expenditures (p.33)
Finance Association (CFA) cited in Ferrardi

Consumer shi ft t o al ternati ve credi
| oans unavail abl e

Anot her 1issue that the | iterature examines | s
established, consumers shift their borrowing
install ment | oans. For instance, Bhutta and Hc¢
happens to al trnecrinaalt isveer Vfiicnea use after a payda)
place. They find some substitution from payda
T They note that payday | oan use goes down
decline from 3% or borrowers using payday |
(p.256) .
T They find that one I mportant alternative 1S
But they find that | owe st i ncome borrowe

pawnl oans suggesting that they are most I
borrowing through the ban (p.246).

T They do not see evi den-te wnf. aAnsdhinfot itnoc rreean
consumer finance | oans or credit card use.

The authors conclude that #A[t]his result sugg

bans may not affect the number of individual s
continue to use AFS | oans after a ban are
emergency expensesckstohtase dosbkbehold's incom
for special gifts or recurring expenses (Bhut
Reporting on work by Lukongo and Miller (202
note that some nonprime borrowers, in the fac
substitute other credit products (p.2123). This
compani es: Al tt am@ere@amrisme hAr kansas consumers |

have substituted other types of credit for co
includes (p.20),
T More retail and finance com auto credit
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T Less consumer finance company <credit and

bank personal |l oans, and bank auto | oans
Varied I mpact on consumer
Bol en et al. 2020 ar gu<dotlHatr beaoaawsve rssmalrle s o
it is hard to make firm conclusions about i f t
or harmful. dmayy netedi es find that the avera
of s pdaoll Il ar credit access i s generally har ml
heterogeneity i n out comes among borrower séYe

predict their own repayment behawirorosutandnebsav
relative to others (p.73).0

Bankruptcy rates

Dasgupta and Mason (2020a) use data -famdn a n:

undeéranked households to investigate the i mpac
effectively outlaw the industry. Four US st at
these were the 6treheerddOststbakbes Bhave per mi ssi
and they were the control states (17 states w
restrictignsdo. nfohhe find t hat t hese bans | e a

bankruftcy.

Ot her policies
Carter et al . (2022), using data from Texas,
repayment durations affect borrowersd abil it

They compare borrowers who have to repay thei
those, eligible foreaimwmeguwhbohgpvegrackopger pe
their | oans. They find little difference in
t wo groups.

Wa n g and Bur ke (2021) examine state (discl

munici pal regul atory changes on paydayalhoan

centres of Austin and Dallas (loan to income r
how regul atory enforcement | eads to payday | en
2%Re bankruptcy, fiwe use the states of Arizona, Arkansa
guaegixperi ment al l abs to test whether the bans affect b
delinqguencies. Wei durf fcekirfefnecreesngde& D) regressichnsi,s the [

the assumption of Dpaasrgaulplteal atnrde nMlags.ohl )2.0®2 0 a,
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munici pal regulations | ead to a substanti al
Austin and 61% in Dall as) and state regul ati
reduction (p.506).
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5.Business analysis of t|
regul ation of payday |
ot hearl t ernati ve fil nanc.i
services with a focus
Mani toba and Canada

RI'S ROBI NSON

regul atory/ jurisdictional | S
e hearing i s ostensibly about payday | oan
nsumer s, especially disadvantdageds<siomg umé h:
ternative financi al services t hat are sub:
oblem |Iies in the way we regulate many asp
risdiction split bet ween t he feder al gov
vernment s, duenatoreuas a federation o f pr
nstitution.
i s problem gets more complex in consumer fi
me things by the nature of the transacti on,

ot her cases, governments regulate the fi|
der al gover nmeaharrteegrueldatteanks through the
fice of the Superintendent of Financi al I T
ver nment through the Criminal Code also re
ans, which are financi al products Moregardl
centl vy, the federal government also started
odiptayday | @aanls by extension a particular fi
yday | enders. The provincial governments r e:¢
st partheahdder al government del egated the
yday |l oans to the provinces, who coul d set
yday |l oans could be offered to avoid violat
e provinces, includiogpMaandobaheettenms t o
e industry. Manitobads current rate cap i s
w the federal govartremendt thes frreay by setting
4 per hundred, which iIis | ower thandalhdprov

brador at $14, and Qu®bec which has effecti
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The federal government has proposed another ma
rate regulaatbhiroomsder definition of what is incl
to a customer when applying the new criminal r
i nsurance Wéhadigesuss this specific change in &
It is a proposal out for comment, hasnodot been
an election is called AsoOQAmp.peBerelxsAppceonndiiaxi ns
proposed change to payday | oan regul ation t|

di scussed shortly.

The specific mandate of this hearing i1Is regu
companies offering them, but payday | oans cant
ot her credit/loan products offered as altern:
| esassdvant aged cusot odmem&t whqual i fy for t he Dbank
di fferent |l enders do not stick to one product
in one jurisdiction may not be effective if
regul ated in a different |juriastdeidc taitona,l lor per
A note on information sources

I have been engaged in research and public te
other alternative financial services for 20 vy
diverse and | arge that it would overload this

every statement Appemdsaxmmar i ses t he breadth
knowl edge and experience.

The alternative financi al ser v

Payday | ender s

let us start with the companies we call payday
Money and Cash4uU. Based on my ongoing observa
of fer a range of services:
T Their original service was cheque cashing
been declining in every country in the
probably now contributes a very small sha

1T Payday | oans areprtohdeuchtalnomaraknd t he subj e
regul atory attention.
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T I'nstall ment | oans (more detail next parag

T I'nternational transfers, a profitable ser
|l arge 1 mmigrant popul ati on, but very 1litt
l ender s

f Buy and sell gol d

1 Pr-eoaded debit cards

1T Sal e of phone services from the smal |
services | i ke Koodo.

T Pawn shops. Money Martés UK operation bolt
chain a few years ago.

T Title | oans. A few Manitoba companies o0
payday | oans, though under different | ice

premises.

Of these diverse services, the one that appea
source of revenue and profit is install ment |
extensive advertising on billboards, sides of
and the websidtagg's lefndpay and ot her alternatiwv
providers is clear evidence of its growing im
become a major source of revenue since the | a
of payday | oans i n 2016. They ta@aret ha clgail a
restrictions on payday | oans and they have

desirable than payday | oans. Th-¢gravoiegatymenitr
of the payday | oan that so often traps payday

| oans. dalrheeymuch | arger t han payday | oans bu
administering them is not much greater than a
i nterest rate charged in a competitive envi
consumer much I ess than the t$hle7 ppmerdalyud draend ffc
average | ess than two weeks. For example, if vy
for two weeks, the Annual Percentage Rate (AP
all owed on an installment | oans falls wunder t
restriction, and in practice wei Gi@%e wietelm APR

being common. The |l oan size ranges from $1,50
Data we were able to get quite a | ong time a
before Money Mart became a private company

ceased t o exi st, showed only cheque cashi nc
significant business |l ipesertasnadl| meméj bopahas:
now, but | acking any numeri cal di sclosures |

statement about the magnitude of the install me
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I see advertisements for i nstall ment |l oans i |
payday | oan stores. Their websites are promot
drive through Ontario farm country to visit
advertising instaml|l memptaydagnd ehder. Cheque ¢
declining rapidly as a |ine of business in Ca
and has certainly continued that trend to the
revenue source for the payday | ender s.

The provinces regulate payday Il enders in all
amount t hat may be charged (Arate capo), ma x
i ncome, wh at happens when a borrower <cannot I
how | ong they must waiati nbetfoorteh el esnadmen gb oargr o we r
feder al rules are the ones defining a payday
days and no more than $1,500. As of January 1,
to i mpose a maxi mum rate cap of $1dhpercHiafigeo
to the federal | aw, the provinces decided on
amended | aw, a province can choose to i mpose
but cannot allow one more than $14.

I n August the federal government also release
regul ations A Apperdserction, Clause 2.1, propo:
borrowers must have at | east 42 days to repay
|t does not provide any further guidance or
become | aw, it woul d mater ioaml loyf iamppaacytd atyh el ea
Provincial regulators would require some nhew r

woul d wor k.

Let me explain how payday | oans work in pract
borrow from payday | enders are paid every two
traditional payday |l oan is repayable from the
| oans are 14 days oridemsent Hlfy you amre mpacei vir
of benefit or retirement income that 1is paid

|l oan until close to the next paycheque, again

i n mo s t cases. I n t he context ofA, t her cpirnogp o
repayments to not hit the cycle of pay cheque
ti me t he | oans wi || be outstandi ng, t hough

install ments means that some of the |l oan wi

summari se the ec¢hancge odbnthhe financi al oper at



77

l ender. The | oans receivable balance it has tc¢
The cost of this is increased financing. | not
used rates of return consistent with interest
since falnocetn,byoud0 %. Accordingly, this change
effect on payday |l ender profitability. It WO |
receivable is not a very | arge balance sheet I
the cost of financingotthemtias @osmal | Thar f ede

does not offer any change or extra payment bey
fee.

Existing |l aw in Manitoba establishes a | imit o
a |l oan when the borrower defaults (maxi mum o
month) and a reloan within seven days of the
5% of the princeidpeala)l. plrfoptolsealf becomes | aw, tl
be moot wuntil at | east 42 days after the init
Consumers would find the change to 42 days b
biggest single problem with payday | oans i s ngc
certainly undesirable. The biggest problem is
entire | oan.yldoulhee rdna@atmimanage on the | ast pa
it manage on the next one when the next 20, 3
to the payday |l ender? And thus the cycle of in
group of counsellors who waork ewitthfat!l Mw .i Zoaeamé&t
has conducted told her that their clients nee
their payday ft lbhenet her hand, this change woul d
costs because they will carry higher receivab
complicated and it is only a proposal, not sp
to estimate the size®sbDf bbhbe Madedoba must d
significant change in this direction with | en
before i mplementing it.

Anot her proposal Aipmewepesdiax charge for t he

insurance for a payday | oan. Manitoba | aw alr
it to be added to the cost of credit in calcu
it seems similar provisions extihsotugihn |s ohmaev eo tnh
investigated thatCftekcbydsAppamndicx edi t I nsur ar

payday |l oans in BC some years ago.
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The Manitoba payday | oan regulator collects v
l ending industry and hence regulation 1 s o0pc¢
companies are private. The public data that |
determine the rangecapvias!| abl &. Proper regul a
interest requires far more data and transpare

Online payday | enders

The major payday |l enders offer | oans online &
t hat operate only online. | am referring speci
registered with Manitoba and therefore are re&
advertise tharmtheywbabhkever the rules are in

province. Simple tests of the websites show
routine, at | east with respect to the rate caj
Money or Money Mart websimeamsa@ntnagr iyo ua dadree s s,
show a rate of $15. Change it to Manitoba, anct
not aware of any reliable source of data on h¢t
online in Manit okbsah.o wsApepveinddeinxce from BC that
by registered companies went from 13% of tot al
in 2023.

There are wunlicensed, unregi stered payday | e
internet searches. No wuseful evidence exists
business they do, wha't they charge and other
Wi thout a |icense, thietyobhaeamndl|liegad bor Mawer

|l oan from one of them, there is no | egal reco
Al ternative high cost medium term |l enders

Let wus first define what an install ment | oan

a person or company with the requirement tha
number of future payments of equal amounts th
principal. At 6specehdedfnumber of periods, or
it has been repaid in full. The term fiblended
to the periodic payments. To give a concrete
$3,000 as an Il nstall ment | oan irmmeph¥ ammoat lmive
payments at an interest rate with an APR of

rate 1s 36% 12 = 3%. Each payment wi || be $
mat hematics behind this calculation can be f

texthb

ook; for eabmp(202RBp €hapter 2).
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Payday | oan companies offer i nstall ment | oan:
number of other high cost | enders offer instal
not payday | oans. One of-ttediverm fadrs oa owif cde sv areir
goods | i ke el ecutrrnontiucrse.anMdds consumer | enders t
i mplicitly at the provincial l evel. Unl i ke p
| egi sl ation that explicitly sets out rul es f
protection | aws of the provs ncteevwppodbytooanwne,l
store, but it does not seem that any provinci:
with any | evel of care, unl ess for mal compl ai
t her i's no identifiable regulator, consumer
register a ?cTohmplfaddar.al government regul ates t
product through the criminal rate of interest.
rate and scheduled to become 35% APR as of Jal
|l end amounts above the $1,b060Ggpaygeayilbidmi bf g
four years and maxi mum of about $20,000. Ther e
mi ni mum, maxi mum or term and so these vary be:
them also offer more traditional secured | oan
retailers. The interest rates vary considerabl
of t he | oan, i ncluding t he-t oowml iccant rlacan iF
install ment-t @nweh mcemtracts the rates ranges f|
47% APR.

These companies are essentially the successo
companies | i ke AVCO and Household Finance tha
Il to provide financing for the rapid expansi o
appliances and cmngest TAeetwoebday (its name i s
and Fairstone, both of which do business in
company with over $1 billion revenue in 2023
parent company of several subsi diharsi enee.arT e rae
easyfinanci al (agai n, not capitalised) whi ch
payday | oans, and easyhome (not cdmawmral i sed
company.

The federal government has proposed new | egi s
particul ar aspect of t he operations of alte
including banks and all the high cost |l ender s

29 | am a member of the Consumer Advisory Panel of the Financial Services Regulatory Authority of Ontario. This problem of
consumers not knowing who regulates the financial services they receive is well known across Canada.



80

provide credit insurance. This insurance wil|l
conditions occur for the borrower. The insure
of empl oyment when not for cause nor by choic
di sabilityuoédtberrawer. The proposed | egi sl at
consumer protections to the Criminal Code r e
interest:

1.l nsurance charges ar e defined mor e br o:

i nsurance

2. The <cost of i nsurance must be added to
calculating the effective interest rate f
meets the requirements of the criminal ra

See Appé&AndCkauses 1 and 6(a) in particul ar.

Di scussion of Specific Regul at

Lack of Numeri cal Dat a

The payday | enders and most of the other a
are private companies and so are not obl ige
Mani toba does not collect financi al i nfor mat.i
defaul ts, repeat shohr awerBL eateqpor tCs Wa Rppendi
very Jlittle about the nature of the borrowe
borrowing and income. The Statistics Canada d

regul ati on requires mu c h better dat a and tr
Providing morethat ant er eisnt of consumers and

Regul ation in the absence of a good analysi s
the companies unwarranted excess profits or i
example is the federal proposadf fteor fpoarycdea yt hleo ¢
in a format that is-tesmemnnisallymanshoéotan with
|l east 42 days. This change would benefit cons
t hat would allow me to estimate reasonably &
companidstha effect on their profitability. E
that it wouldnét be a very |l arge effect, but I
I have seen no analysis by the federal gover |

The Canadian Consumel aFimanpe oAesbdbs this chan
submission to this 2024 Manitoba hearing and &
Much better data would allow informed discuss
version of payday | oans that woudebedeefSit bot
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Payday Loans Store Counts

First a bit of history of the expansion and <c

in Manitoba and Canada. See Appendices 1, 2 an
pagesi 88) . Payday | ending devel oped sl owly at
cashing storMesney eMa rbty, 1990s, 2000s. The <cha
criminal rate of i nterest by huge margi ns, t
make it | ook |Iike they charged onilnyt e6rOed% tb yf eiens
The criminal rate of interesesamersfantederabk | act
provincially except for the banks. There was
payday l ender s under the <c¢criminal code rate

expansion of the number of outlets and compan
by2004. There are various estimates it2h0alt0 at t
there were anywhere from 1,350 to 1,800 payda:
Money Mart and tHaeveCa&sho®ti mmaemt with more than

each. A major contributor to the rapid expans
t wo chains. Il n 2010 Manitoba had 76 payday 1| o
online, and Money Mart and Cash Stsar ep/llanysetrasl.o

Then the provinces started regulating after t

carveout in the Criminal Code. Manitoba was tF
cap of $17 per hundred after extensive hearin
Board in08&06T7hH enders had been charging rates
approximately $19 to $25 per hundred. Ot her |
hi gher rate caps, ignoring the research that
Manitoba. | counted 1,431 paydayal &8mnuc«ktlamas ei
al ., page 85) . By 2018 another source (op cit
the other provinces were starting to reduce t
across Canada will be somewhat | ower than 961

a newuwrt for this report.

As should be expected, many stores c¢closed in
had 40 stores, of which two were online. l n 2
operation and nine online |l enders plus three
as separate paydhaey tligadnacerdnsenders are included
in 2010 since they are in the same office as

30 Cash Store Financial came later to the game than Money Mart, started life under the name Rent Cash, was listed on the
Toronto Stock Exchange and bought another large chain, Instaloans, which it continued to operate under the Instaloans
name.
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the industry seems now to be quite stable.

data provided by Manitobabés Consumer Protect
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ease see Bpepermdridxo this section for a hist ¢
orefront counts.

at happens when the rate cap drops to $14°7?
th much higher regulated rate caps and so t|
5 per hundred was a much bigger decline and
wh at seems ton hawer Ilbye eemmbai ti ous entry i nt
thout rate caps. Cash Store/lnstal oans went
0O stores in Canada, i ncluding al/|l the store
er a few of the Cash Store | otcawasnsa, | buge
cline. A number of smal l er chains I|ike Sor
siness as did many single store operations.
ney in several provinces including Manitob
l ine busi R?edsgs.helnn2Wstry i s much more conce
rge players holding more at | east 60% of th
t more than that. The concentration is even
the storefronts being Moma&yomMay tome iICacddp éVn
ore left in Winnipeg. Taken together with t
d Cash Money have at | east 80% of the mar k:
%. This result was inevitable with the new
ailmsve some efficiency of scale and can mak
an independent stores.

nce this more concentrated industry has a ¢
gni ficant regul ated internet business to sel
cline in the rate cap from $17 to $14 is unl
its fromethel maokl d expect that perhaps one
Wi nni peg. There are stildl ei ght communi ti
orefronts and all the smaller c-esmimabiighsedo
r years. Ther-esanbl neoWwguwelhled erde onl i ne payday
at can serve every mar ket i n Mani toba. I
vernment and the PUB have directed me to de
e industry continues to exist but doesnbét e
| Wi continue to exist and serve Manitoba wit
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am informed the PUB is also concerned about
must mean the maxi mum percentage of the ne
an. The current maximum is 30 %. I have no n
d in any case evliednednecre sfirdoem wohuel d not tel | us
ould be changed for consumer benefit. | f the
25 %, a borrower who wants to borrow more
cause they do not share data onatt h20% sarsdn
reasonabl e signal about risk to both borrov
th that signal is very wunlikely to provide

ere are various other rul es, l i ke the rules
w much the | ender can charge for an extensi
ys of the settl ement of the previous | oan
asonabl e when t hneayc tveear ea nfdi rlsthave seen no e
ere i s any benefit to trying to change them

the change to 42 days minimum | ength for a
guire more extensive amendments to Manitobacé
ve any data to all ow analysis of possible a
scussion of the Cost Benefit Analysis of th

lam and Sullivan (undated), t wo economists
pt. of Finance, report an analysis of the ¢

nsumers of the proposed rate cap Gfeadmctthen 1
tire text.

eir basic conclusion is that the benefits t
p of $14 are greater than the cost to the s
p is socially desirable. I n my oexeconedhi s
d providedewmatidoesupport the reductions 1in
e Criminal Rate of Il nterest. I wi | | expl ai
|l ative to payday | oans and argue that ther
r k; however, t hese f | avws sdup proott if rowalai daltde
most certainly understate the case for it.

ey compare the costs to |l enders and to cons

yday rates ($17 in Manitoba, $15 el sewhere
qguiring a $14 cap. This requires two diffe
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they need elasticity of demand and supply to

woul d do, especially to volume of payday | oan
of demand says i f the rate charged is reduced
of |l oans (eitherampere ||l mams) owoudl d consumer s
of supplier says if the rate is reduced to $14
| oans would the |l enders offer.

The benefit to consumers is the difference bet
under the existing rates and what they woul d
the cost to |l enders and hence the reduction i
how their costd$ewbedd weiah requires a | ot o
careful analysis.

Let me start with the elasticity assumptions.
since it becomes known only with the future e
guite a high elasticity of supply based on t
number of paydayebenfilteg s$he rate caps were fi
subsequently reduced greatly in 3THe pirmivti inxteiso
of regul ation caused this exodus | argely bec

beyond a sustainable number even without reg
neither enough demand at any price nor effici

t he decl i ne niumbesrtsor ava s due t o t he bankr up
Store/l nstaloans, with over 500 stores disappe
a broker model that was inefficient and doome
payday |l oans continued to increase®r eBhgoef onue)]
greater volume per stor e, without a signific:
able to remain in business under the reduced 1
$3 per hundred in Manitoba wil!/l not l ead to
There @&rnght internet | enders who wil!/ pick up
Likely one or two stores wild/l close in Wi nni
industry writes in Manitoba will not decline
On the <customer side, the |l iterature survey
report, Chapters 2 and 3 in Buckland et al ,
PUB hearing all/l paint a consistent picture of

31 To be precise, Manitoba was the first province to commission full research on the issues of payday loan regulation and
its initial cap of $17 per hundred was far lower than the other provinces, except for Québec, which set an annual rate of
interest cap d 36% which effectively banned payday lending. Manitoba has not reduced its rate cap since, while the other
provinces reduced their high rate caps over time to $15 per hundred and NF is not at $14.
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are mostly | ower income consumers who do not |
credit that are much cheaper. A reduction of {
induce them to borrow mor e, or borrow mor e

expensive and t heayv eo fttheen cdaopnadcti thy t o borrow an
pay back what they owe now. The fees are st
mai nstream credi't sources | ike <credit cards

borrowers wil/| not be drawn to the m@mygyYWayy | e
| oans. Therefore the elasticity of demand i s
reduction in the fee.

I n sum, the effect on the volume of payday | o
and hence the benefit to consumers is al most

times the vol ume. The effect on the |l enders
function. Let meeqeaterph Enomrlslam and Sul
underlining added for emphasi s:

Costs to Lenders

To estimate the changes in |l ender profits e
l endi ng r eguwlaanpilen.,i ncome statement provid
private paydags |leswneeér Using the estimated

payday |l oans in the base year ($2.26 bill
estimate the total industry revenues for th
of the payday | oan caps in each of the pr o\

Thi s approach uses t he assumptions not ed
assumes that:

Aldperating expenses incurred by the | ender
both scenari os. Bad debt expenses remain af
of revenue in both scenarios. This assumes
control over bad debt and other expenses i
operating expenses are fixed.

dndustry willtiimeuocosat omieth these regul ator
for the purposes of updating their operat.
systems, marketing materials, etc.). The es:s
provided by industry and are assumed to be
Using a provincial breakdown in the basel
vol ume of | oans I S d i n 2022 dol | ar s,

sue
estimated based on the maximum permitted r
($15. 25 per every $100 borrowed).

Additionally, there is current wvariability
the maxi mum di shonoured cheque fee. To sir
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the popul ation weighted average of t he al

cheque fee iIis used in the baseline. 1t is |
maxi mum in Prince Edward Island is $25 (di
such, this works out to $24.24 in the base

popposed regul ations.

I n the regul atory scenario, for which all |
the 14% rate cap.

Then, using estimates derived from market
expenses are estimated representing 55%
baseline, and 62% in t he regul atory scen
expenses represent roughly 30% of reven
esti mates, tehde peastfiimatmargin in the baselin

esti mated at 15 %.

Addi tionalll vy, payday |l enders wil/ need to i
i mpl ement t he new rate cap, such as upde
mar keting materials, and disclosure docume
rat e. Based on i nformati on supplied by t
i ndust weg estimatetitmesti eam®® costs wil/ t of
million for al | payday | enders &cross the

page 15) .

|l f the payday | ender that provided thei dat a

Money Mar t , Cash Money, Cash4U (which oper a
Mani tdha)en it is not a valid basis for the an.
The desirable target I ender,efdnd those three
be efficient. I n Manitoba, Money Mart and Cas
and | estimate they have an 80% mar ket share.
rate cap that permits the weakestsuflteasée afhdi!l
big players who make most of the | oans receiyv
the numbers report@with AmMppwpndkxreported to F
and on page 116 of Buckland et al. (2018), the
|l ender provided to Islam and Sullivan are con
three | arge efficient producers.

My second criticism focuseamphethnsesome as et ataea
provided by a privatBhealyedmderl esnxelparated rev
payday |l oans from other revenue and estimate
assigned to payday | oans, i ncluding most i mpo
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costs. I n accounting we call this an arbitrary
means t hat t her e i s no correct or appropri e
incorrigible means there is no way to verify
1976). We candat tdhets addwmati on problem, but w
in many analyses I|li ke the payday |l ending pro
all ocations I n my anBal y#rs t he POUB7 to arri\

recommended rate cap of $17 and agaidn ai ma2®16
cap of $15, also documented in Chapter 4 of B

One problem withprtoltvisdedernsdearnr ement i's that it
l ender 6s choice of numbers and it has a strong
|l ook |l ess profitable. There is no audited sta
analyses for d$déed PRUS8. $I1value of | oans issued

and Sullivan use the $ revenue from fees. I C
per $100 |l oan divided by $15 revenue | oan to

of 67% of revenue for my anadyesi&2%Ilisd atmh ainrd W
which is a | ower cost, and therefore biases th
A second problem is the mix of business, whic
recogni sed. When | did my previou®5 amad yshe,
feder al government , payday | ending was the pr
cashing was much s mand earn da nodt hdeerc Iliinnes were tr
of an allocation of costs would not matter mu
a major source of revenue and may even overtak
vol ume of business through theesbhmeastser mobst
the costs are fixed just to open the doors: r
utilities. Accordingly, the profitability of
reduction in payday | ending revenue winl | be

increases and spreading costs over a |l arger be
of upselling in which someone who wanted a

persuaded to take a much | arger install ment |
t o repay. Thi s newohbhudi reexspd al nnevhw the oper
percentage has decreased relative to my ol der

payday | ender has indeed given a reasonabl e s
hence supports I slam and Sullivanbésopomnaltesi o
My analysis that I have already referenced s

underlying assumption from Islam and Sullivan
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Utilities Board Hearing, and the federal gove
in 2M®94 al l instructed me to determine the ra
payday | oan industry to continue to exist, k
Al t hough it i1 sead0tstam sadeSal l ivands underl yi
the way to analyse is benefits to consumers n
approaches are reasonabl ¥8cdnwirdtgemtal llyn f2uhOd

hundred was the cap that met2tmy6reguhr edr er da
and the big firms becoming more efficient, I
the right cap, but the PUB recommended stayi n
results suggest that a fee of $14 or even $13
i ®ad does the Excess Loss become significant.
115). We know the industry has consolidated,
|l ower cost s, and the expansion of busi ness |
costs to be spreadenvuerbaskarge re

Taking into account everything in my analysis
plus the report of I slam and Sullivan, i n my ¢
to a cap of -ssulpdp oirst ewde.| |

l nstall ment | oan issues and regul ation

I observe a serious regulatory gap in alterr
payday | oans ar e commonly regul ated I n Cana
products are escaping attention in what they
these products, thd Cmitmireaslt Rat e he only appl
but it is federal. The install ment l ender s
provincial jurisdiction. The payday | enders a
only for their payday | oans. Thteaslel memgtul ladanmy
be offered without scrutiny, even when provi de
The same is true for the install ment | oan busi
other alternative financi al service companies
eaysfinancial and easyhome.

Appendlis a detailed report on mystery shoppir
at Manitoba | ocations of Money Mar t |, Cash M

research assistant Courtney Martin did this wu
the detailed descriptiowhiafth Herdi @x pneorti eencciet,
summari se the key points | take from it:
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T The companies are not particularly hel pfu
you need personal assistance

T The staff dondt know their products perfe
instructed to be unhel pful

1 The interest rates offered are all over t
website all the time, buthewhedowodot gnewsw
rate you wil/l pay nor how it is deter min
very high, and some of them may even vVvio
code rate of 60% effective annual rate.

T Neither the website nor the staff are fo
credit insurance, a subject I wild!l pur sue

Let me continue on credit insurance. This is
added to the total owing and then paid off o]
promises to repay the |l oan if the borrower d
possibly (preci ®everulmagde arcd ear ) i f t he borr
unempl oyed. The borrower does not need to take
the | oan, but this fact is never made cl ear al
insurance, I|Iikely without evedhoaxmdt sriemgl liy .prl
t he ust omer, It protects the | ender. I n most
of e insurance, even though an i nsurance <coOIl
t he ace the customer sees when they make a c

~—+

_|
=5

feder al government put out for comment n
re the |l ender to treat the credit insurar
e regulated wunder the Criminal Code sect
rest. SeAkh Apmendibxa already has in place a
credit insurance tied to payday | oans and
e
I

_;
D

O T K« S5 T oS QAo o
® O < Q O

— = - =
> D

ro try to use this means to circumvent t
ation of the install mdrtndleoadnsantdhatt hteln &
nd¢xntains a submission that | and three
ral government supporting this proposed |

- > =
® ©T ®© O O

The report of Zoxt St. Aubin provides more e\
awareness and regulation. She ran a focus gr
and others who provide support to | ow income &
respect t o financi alkj araitttyer o f Tee marticipa
understand the difference between a payday | os
t hought the payday | enders only sold payday
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hel ping the consumers donodt understand t hes:e
certainly wondét wunderstand.

A 71 year old client of one of the members of

from the small payday | oan he needed to a much
he was now unable to repay. This action raises
| ender s ar ei dnontg pcroorvwr ect and fair disclosure

buying either payday | oans or install ment | oal
are commonly regulated, the | ack of any syste:
l enders operate 1in practitdeatr aits etshet hset oa @&n cle

empl oyees may be violating the regulations.

| f there iIis evidence of a serious regulatory
next section is even worse.

Pawn Sshop

Let me first explain the nature of t he pawn

predates most financi al services by <centurie
financi al services | have discovered that mos
pawn shop and have ilti twtolre&ksi.deTahehdvwsi ¢ functic
l ender of smal | amount s. The Dborrower surren
receives a |l oan for a smal/l portion of the e
charges interest for the durationsofalthd ilxean
amount per month for storage cost. The borrow
repaying all charges within an agreed time fr
it in its own premises, which is also a retai
pawn shoepsnot financial, it is the ability to
of used goods. Modern pawn shops do much more
and resellers of used goods | ike electronics,
more | candét begithhem. eQruimeratsemal | portion of
in the stores is resale of secured items that
act as retail outlets for other services or g
Some of them offer payday | onaandsa, dtoh oruagth. mlosth
observed pawn shops offering payday | oans in
one Ontario pawnshop offering payday | oans wit
Ontario regulator and completely oblivious to

andolfl ow regul ati ons. Il slam and Sullivan find:
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Pawn borrowers woul d al so benef it from
regul ations as their access to credit IS
would continue to be able to access this f
Pawn borrowers are often among the | owest
do notl iguwa for alternative |l ending options
| oans. Data iIs not available on the number
pawn | oans. Pawgeneoraalsl yarleow amount s, one
estimated the average pawn | oan S for a
Further moders |lexiti m&dtdoés 5% pl edged i tems a
eventually recovered by t he borrower, w I
borrower6s ability to pay back the | oan an

(Appendi pg. 8)

The interest charged on pawn | oans fal/l under
rate of interest cap, which is a 60% effective
The recent revisions contain a carveout for
previous gquotsattiooon Trheef ear i mi nal rate declines
mont hly bdsirs most | oans, but pawnshops are r
48% APR, starting January 1, 2025. A monthly
mont hly rate for an APR of 48%, compowndsatteq 6
thus retaining the existing cap, but only for
Il n Ontario | observe that most pawnshops have
which in fact violates the existing criminal
compounds to an effective annual rate of 80 %.
been taken against Ormptaavnishhope mp knowl edge. \

pawnshop charges 2% per month plbbs parsmonade
depending on the size of the pledged item. The
certainly remain under the 60% cap.

I spoke with two Manitoba pawnshops. My firs
would give me a payday | oan and they said the
second question was what t heir terms are. T
al most word for wordceThvasfi MsMe sbdanhge 30% f
month | oan. o | then asked, il f I pawned somet
cost me?0 Their answer was: fAYou would repay ¢
we would sell the pawned item.o0 An interest r
APR of 360% and an effective annual rate of

pawnshops are violating the Cri minal Code.
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| then tried to determine how pawnshops are r €
no provincial regul ati ons. Wi nni peg and Port
byl aws whose princiopal function is to preveni
stolen goods.

Ontario does have a provincial | aw. Pawnshops
province. A | arge part of the |l aw is to preve
stolen goods. The |l aw also provides a mini mur
year, though the plsedee readreeanleda earl i er. For
items the pawnshop must attempt to communicat
selling the item after one year. The Ontario

Maxi mum charges
28l n addition to the profit on the sum | ent

at not more than the | awful rate, a pawnbr c
the following charges:

1. For a pawnticket, not more than 20 cents.
2.For storage of a pledge, not more than 10

cubic foot or part thereof of storage space
3.For a copy of a pawnticket and printed f
more than 2B. §e®t s1®96,2 8s..

The interest rate is thus regulated by the cr
know, pawnbrokers do not charge for the pawnti
McTamneyds | havendt observed storage charges.
for other pdoyiumdesslia&ni ons. BC repealed its [
was rather archai c, but | could find no repla
outside Ontario seems to be commonly one mont
a close substitute for payday | oans.

Buy Now Pay Later (BNPL)

We include this form of credit herecboceconsi
is that it is another easy form of consumer <cr
one of the highest | evels of household debt i

regul ati on

The format varies among the companies. A ¢co0mmc
on some fairly expensive discretionary item
remainder in three equal monthly install ments
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BNPL company makes its money by charging the
hi gher than ordinary credit cards. | f the cons
on time there may be a charge of some for m, b
of the high cost Icowamssedwe ohavaer . diTdhhe BNPL com
that a consumer who doesné6t make the next pay

purchases until the debt repayments are back
would not allow continuing increasesrenofndel
any i mproper behaviour against consumers by t

Re n-t e0o wn

A retnbwn contract allows a consumer to buy a i
d pay for it in installments over a period
e financial form of any install ment | oan, e
od purchdsedpoasession of the good is the |
an. A common interest rate is 29.9% APR, whi
d forthcoming new cri minal rate of i nteres
mpany websites, I have oaltwdws cfhaaumde st hmec cm
| cul ated with the advertised interest rate.
terest rate they are charging without c¢ommi

o o0 9 T a T o
5 9 O 5 O O - S

e are two things often not recognized by
rance that is a combination of an extende
as described in the section on install me
nsive forrwhatandt tbkefe is usually a catc
ed i nto t he advertised mont hly or we e k|
all ment | oan offers, this is clearly iden
out , s howsni ziend etqyupaelf ace. giiheeements Hho take
rance. However, in much smaller typeface
i nformation about the product the consum
iI's widely advertised is available only th
feature so restricted is free delivery an

C 375700 o
nw o 9 5 T 5 O X © S T

O —T »n “+ n —TT O unun o
QD >D c ot — o® o c &

The second feature is much more difficult to
periodic payments wusing as the present value
suggested retail price ( MSRP) . The advertis
numbers and an ast wt seausthormer dae identical
el sewher e foorredai tnopnur chase. The retail mar ket
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goods the |l ender off80% b$§ uvusealMISRPHEOand of c

l ender pays much | ower whol esal e prices. I n
repossessions or surrenders of goods before t
get sold again, HBugoade, nowt usew.

Ot her than these slightly mitsebemadi ng havee cntos
observed any predatory or illegal behaviour. |
on the floor has considerable opportunity to t
are not knowl edgeadlolneg. tlhre gpdudb!l i ¢ di scl osure o
says fAstarting at 29. 9%.ewwnT heo mpaarngye sits reagyh
which is a subsidiary of goeasy, as is easyfi:!l
Hreveals that staff at easyfinanci al presen
di scl osures of l endi ng terms t o a cust omer.

easyhome.
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Wor ICi t ed

Jrry Buckl and, Chris Robinson & Brenda Spot
Payday Lending in Canada in a GIlobal Conte
Chronic Cheé&lallgmgaese. Macmil |l an

Eckel, Leonard G. (1976), AArbitraryfheand I
Accounting ReMvi.és\l (-A77 p. 764

Kwok Ho, Chris Robinson, Jodi Let kRerws crzaland
Financi al PCaphnusgPbfess, 2022

Tanjana I slam and Gillian Sa@rdil mvaal, Ilumtdan est
Regul ati oBsn€bist ADPepgsitment of Finance. Th
file information shows initial date of Sept

the version | have atGafc hRaec .atlApp2zhadld x
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I * Government  Gouvernement
of Canada du Canada

Canada.ca Department of Finance Canada Lawws and regulations Diraft Leqislation

Legislative proposals and explanatory notes relating to various statutes

Explanatory Note to Legislative Proposals Relating to
the Criminal Code

Preface

This explanatory note describes proposed amendments to the Criminol Code, clause by clause, for
the assistance of Canadians; partners such as provincial and territorial regulators and
policymakers; and other stakeholders such as consumer organizations, lenders, researchers and
law enforcement.

The Honourabkle Chrystia Freeland, P.C, M.P.
Deputy Prime Minister and Minister of Finance

These notes are intended for information purposes only and should not be construed as an official
interpretation of the provisions they describe,

Criminal Code

Amendments to sections 347 and 3471 of the Crimina Code

Criminal interest rate

Clause 1

Definitions

The definition of insurance charge under subsection 347(2) of the Crimina Code is amended to
specify that the definition includes the cost of insuring the risk of credit that is paid for by the
person to whom the credit is advanced or is to be advanced, for any face amount of the insurance
charge.

The definition of interest under subsection 347(2) of the Criminal Code is amended to include all
loan insurance charges, meaning that loan insurance charges paid by or on behalf of the borrower
will be included in the calculation of interest for purposes of the determination of whether interest
is being paid at a criminal rate.

202411407, 1T0:11 pom,
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Explanatory Mote to Legislative Proposals Relating to the Criminal Code https:fin canada.ca/drleg-apl/2024/ita- lir- 082 4-n- [-eng himl]

Clause 2 (1)

Payday lending exemption

Paragraph 347.1(2)(a) of the Criminal Code is amended to create an additional condition for the
payday lending exemption requiring that payday loans be offered with a minimum repayment
tenm of 42 days, repayable in installments.

Clause 2 (2)

Paydoy lending exemption

Subsection 347.1(2) of the Criminal Code is amended to add a new paragraph 347.1(2)(d), which
creates an additional condition for the payday lending exemption, that there is no charge for the
sale of loan insurance, in connection with a payday loan.

Transitional provisions

Clause 3

Clause 3 affirms that the terminclogy in sections 4 and 5 have the same meaning as sections 347
and 347.1 of the Code.

Clause 4(a)

Clause 4{a) affirms that for purposes of subsection 347(1), changes to the definition of insurance
charge and interest in subsection 347(2) of the Code will not apply to agreements or arrangements
Lo receive interest at a criminal rate, if the agreement or arrangement was entered into before the
day the proposed changes come into force,

Clause 4(b)

Clause 4{b) affirms that for purposes of subsection 347(1), changes to the definition of insurance
charge and interest in subsection 347(2) of the Code will not apply to the receipt of payments that
arise from credit agreements or arrangements entered into before the day the proposed changes
come into force,

Clause 5

Clause 5 affirms that the changes to paragraph 347.1(2)(a) and the inclusion of paragraph 347.1(2)
(d) of the Code will not apply to payday loan agreements entered into before the day the changes
come into force and will not apply to the receipt of payments that arise from payday |oan
agreements entered into before the changes come into force,

Coordinating amendments

2of3 20241107, 10:11 p.m.
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Explanatory Mote to Legislative Proposals Relating to the Criminal Code https://fin canada.ca’drieg-apl/ 2024 ita- lir-082 4-n- 1-eng Jiml

Clause &6

The coordinating amendments, as written, reconciles the Criminal Code language inany sequence
of events, should the amendments contemplated here or the amendments to the Criminal Code
made through the Budget Implementation Act, 2024, No. 1, come into force one before the other.
Furthermaore, it conselidates changes made in both acts if they come inte force on same date.

Clause 6(a)
Definitions

The definition of insurance charge under subsection 347(2) of the Criminal Code is amended to
specify that the definition includes the cost of insuring the risk of credit that is paid for by the
person to whorm the credit is advanced, is to be advanced, or would be advanced inthe case of an
affer, for any face amount of the insurance charge.

The definition of interest under subsection 347(2) of the Criminal Code is replaced to include all
lean insurance charges, including any loan insurance charges that would be advanced in the case
af an offer to enter into an agreement or arrangement to receive interest at a criminal rate.

Clause 6(b)
Paydoy lending exemption
Paragraph 347.1(2)(a) of the Criminal Code isamended to create an additional condition for the

payday lending exemption requiring that payday loans be offered with a minimum repayment
term of 42 days, repayable in installments.

Subsection 347.1(2) of the Criminal Code is amended to add a new paragraph 347.1(2)(d), which
creates an additional condition for the payday lending exemption, that there is no charge for the
sale of loan insurance, in connection with a payday loan.

Coming into force

Clause 7

These changes will come into force on a day to be fixed by order of the Governor in Council.
Bringing these amendments into force by order will provide transition time for Industry between
rayal assent and coming into farce.

Date modified:
2024-08-12

3of 3 2024-11-07, 10:11 p.m.
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ApendiBXKnsowl edge Sources for
Robi nson
lAppendix 9: Knowledge Sources for Dr. Chris Robinson

I have been conducting research on payday locans and alternative
financial services companies for 20 years, and in finance more broadly for
over 40 years. My sources of learning are so diverse that I cannot provide
specific citations for everything in my report. I provide this appendix for the
PUB to appreciate the extensive sources of my understanding. I chose to do
it in approximately chronological order.

* indicates something that I wrote or speech I gave based on my research.

My initial introduction to the alternative financial services, or fringe banks,
ocadrred in 1992 at the First Alternative Perspectives on Finance Conference,

an grganisation I co-founded. John Caskey presented a paper on check
cashing and other fringe bank services, before payday lending had even
become a recognised separate industry.

*Elizabeth Maynes, Stephen Pincus and Chris Robinson. (Mar. 1991).
"Calculating Periodic Interest,” Canadian Business Law Journal, 415-29,

*Research Scoping Report on Pay Day Loans for Industry Canada, through
the Individual Finance and Insurance Decisions Centre of the Fields Institute,
Feb. 2004.

Web sites of payday lenders, pawn shops, alternative financial services
companies and their associations, 2004 - 2024.

Audited annual financial statements and 10K reports of Dollar Financial
Group (parent of Money Mart), Rentcash Inc. and Cash Store Financial Ltd,
2004 - 2014.

MNewspaper articles and reports on lawsuits and criminal charges related to
payday lending and other altemative financial services, 2004 - 2024.

Ernst & Young, 2004, The Cost of Providing Payday Loans in Canada,
research report commissioned by the Canadian Payday Lenders Association

(CPLA)

*Research Report on Cost, Profitability and Regulation of Pay Day Loans for
Industry Canada, May 2005. In this report I developed the first version of
my regulatory model to determine a rate cap for payday loans. 1 continued
to refine this model throughout my subsequent work.
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* Regulation of Payday Lending: A Report to ACORN, 2006.

*An Introdud ory Guide to the Payday Lending Industry in Canada, 2007,
report to the Public Utilities Board of Manitoba.

I was involved in extensive hearings in front of the PUB in 2007-08 on how
to regulate payday lending after the changes to the Criminal Code made
payday lending legal if the provinces regulated it. I heard oral testimony
from other experts both on the consumer interest under the aegis of the
Public Interest Law Centre (PILC) who had hired me, and experts hired by
the industry. There are thousands of pages of written reports and transcripts
of oral testimony, much of which I read/heard. I engaged directly in the field
and also learned from other experts who interviewed payday loan customers
individually and in focus groups. On Valentine's Day 2008 I telephoned every
independent Manitoba payday lender and several stores of the chains to
discuss how they conduded their business on a daily basis.

In 2009 I was a visiting scholar at Australian National University, working on
projects on payday lending and environmental management. I visited
payday lenders and pawn shops and talked with the operators, observed
what they did, met with the Australian Bankers Association and was
interviewed across Australia by the local news programs of the Fox Network.

* Invited Panelist, "Community Banking Models in Manitoba” and "Providing
Alternative Financial Services in Canada,” June 2012 Creating Community
Options for Financial Services conference, Winnipeqg,

Pew Charitable Trusts, 2012, Payday Lending in America: who borrows,
where they borrow and why.

Pew Charitable Trusts, 2013, Payday Lending in America: Policy Options.

*Regulation of Payday Lending in Manitoba, 2013, report to the Public
Utilities Board of Manitoba. There were no public hearings, just written
reports for a review of payday lending regulation that had been introduced
after the first set of hearings.

*An Economic Analysis of the Payday Lending Industry and
Recommendations for Regulation, 2016, report to the Public Utilities Board of
Manitoba. As in 2007-08 I was involved in hearings in front of the PUB. In
addition to the expert testimony we also convened a panel of payday loan
borrowers and heard additionally from individual borrowers.
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* Jerry Buckland, Chris Robinson & Brenda Spotton Visano (Eds.) (2018),
Payday Lending in Canada in a Global Context: A Mature Industry with

Chronic Challenges. Palgrave Macmillan. Author of one chapter, co-author of
two chapters.

* Chris Robinson and Mark Schwartz (2018), "A Corporate Social
Responsibility Analysis of Payday Lending,” Business and Society Review,
123(3), 387 - 413.

Extensive interviews of financial counsellgrs in Ontario, Manitoba, States of
Vidtoria and Queensland, Australia. Continuing work with the Indigenous
Consumer Assistance Network in Cairns, Australia. Attended the 2019 annual
conference of the Victoria Association of Financial Counsellors. The
relationship of the clients of financial counsellors with alternative financial
services companies was a common topic in this continuing research project
2018 - 2024, with Zgé 5t. Aybin

Personal visits to Ontario pawnshops, engaged in selling goods to them and
buying goods, observation of their interactions with other customers
including those asking for pawn loans, 2006 - 2023

Kwok Ho, Chris Robinson, Jodi Letkiewicz and Victoria Zaremba, Personal
Financial Planning 6e Captus Press, 2022. Chapters 2 and 12 contain

detailed explanation of all the interest rate calculations relevant to analysis
of rates of retum of financial products. Chapter 12, pages 291 - 5 contains a
discussion of alternative credit markets.
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Consumer Protection BC

Aggregat e

Lendi

BC Aggregated Payday Loan Data - Self-Reported by Licensees

ng

Dat a

| For L " Mest Recent Fiseal Year Ending On or Before [ 003 1 2022 ] | 2021 I 220 1 2m9 [ 2018 || [cechange-2003/2022_|
1 Total & Loan Violume 5327,205304 5305693430 5271504328 5390687235 S441,546,042 5416,126,180 FOA% increase
2 Totals Costof Borowing S48, 811699 $45393642 539,876,842 558,293,750 567,567,320 570,602,159 T53% increase
3 Total# of Payday Loans 559617 563,033 500,437 699383 811,287 810,604 -0.61% Decrease
4 Total# of Individual Borrowers 124433 127549 107,126 148006 164,810 158 356 -2.44% Decrexse
5 Average 5 Loan Amount L5885 £543 £543 L5589 £544 25 £513 7.659% increase
& Average 5 Cost of Borowing SR7 L£R1 LRD L83 L83 LRE B.19% increase
7 Awerage % Costof Borrowing per $100 14.92% 14 85% 14.65% 14.92% 15.30% 16 82% 0.46% Increame
& Awverage # of Loans per Borrower 4.5 4.4 4.7 4.7 4.9 51 1LBRY increase
9 Total % of Loans Initially Defaulted S48 018657 S45 760,123 535,486,278 451855333 457,352,279 £59962,153 A.94% Increame
10 % of Total Loans Initially Defautted 14 68% 14.97% 13.08% 1327% 12 9% 14.41% -1.97% Decrease
11 Total % of Loans Ultimately Written Off 511,140,924 L3862891 55,247,702 S10377270 510,750,552 S18551,797 188 41% increase
1z % of Total Loans Ultimately W ritten Off 340% 1.26% 1.93% 2E6% LA3% 4.46% 170.23% increase
13 # of Licensed Locations [H.O., Branches & Online Only) 170 173 187 194 204 202 -1.73% Decrease
14 # of Licensed Corporate Entities (H.O. Only) 9 a3 41 40 43 39 -9.30% Decrease
15 # of Licensed Locations [Online Only) Pl 21 15 14 - - 0.00% Fat
16 Total & Loan Violume (Online Only) 100,926 477 76310912 64,111,111 48,895 706 - - 32.26% increase
17 Total & Cost of Borrowing (Online Onby ) 15079778 11,391,183 9,583,580 7318047 - - 32.3B% increase
18 # of Individuals with 1 Loan Only during Year 34300 37534 28,782 35,594 44, TRE 38,350 -9.58% Decrease
19 # of Individuals with 2to 5 Loans during Year 48,710 49,142 41,854 Eg221 62,902 58,512 -0.8B% Decrease
0 # of Individuals with 6 to 10 Loans during Year 26656 25031 24,748 35685 35,852 38,318 6.4%% Increase
21 # of Individuals with 11 to 15 Loans during Year 16621 10,746 9,238 11888 17,178 18 083 B4.67% increase
2z # of Individuals with More than 15 Loans during Year 2864 2243 2,528 3618 4,062 4,083 27 69% increase
3 i of Loans-50 to 5500 Loan Amount 281742 283549 275, B85 EFEWET 450,998 485 414 -0.78% increase
24 # of Loans-$501 to 51,000 Loan Amount 221594 228158 188,307 266359 193,843 270,757 -LBEH Decrease
5 i of Loans-51,001 to $1,500 Loan Amount 56,281 50619 36,245 59,288 66,446 54,433 11.19% icrease
26 # of Policies 5old Payment Default insurance Qa Qa [4] [4] 2,685 26,592
27 & of Premiums Earned on Default Insurance Q Q [i] 0 22,285 5658622
28 Awg S Amount of All Loans ksued-per Location 51,924,737 51,767,014 51,451, 895 L2013 852 52,164, 441 £2,060,031 B93% increame
7 Awg S Amount of All Fees Earned on Loans-per Location L28T128 5262391 5213245 L300483 £331 112 5348 545 9.43% Increame
Motes:

&) Businesses are requined to subemit accurate information; inr-depth sudits on the sector are not conducted.

b The data represents boans granted by the leensee during their reporting periods.
] The I of licended |ceations i the U of kean data formd eompleted and submitted by November Lof the most recent licending year.
d] The il of individual borrowers may not be unique individuals scross all lenders a5 some borrowers use multiple lenders.

& This infermation was allected in sccordance with the Payday Loans Regulation 3(2){b) & 4{3) which requires lenders in British Columibia e annually repart their aggregate lsan data.

1] 2015 to 2020 self-reported by hoansess for reporting periods ending on or belore Dotober 31 2022 & 2023 salf-reported by licendes for raparting period of July 1 1o June 30.

BC

NS
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Payday
MB Payday Lenders Master List
Consumer Protection Office

Lender s

n

Ma n i

Business name Internet lenders Address City Postal Code
Amarath Financial Services Inc. dba Speedy Cash internet 967 Trans Canada Hwy E No 20] Kamloops BC V2C 4A4
5117951 Manitoba Ltd. dba Parkland Payday Loans 102-1st Avenue NE A Dauphin MB R7N 1A5
5117951 Manitoba Ltd. dba Parkland Title Loans 102-1st Avenue Dauphin MB R7N 1A5
5893730 Manitoba Ltd. d a The Pas Title Loans 380A Hazelwood Ave. The Pas MB R9A 1R2
5893730 Manitoba Ltd. dba The Pas Payday Loans 380B Hazelwood Ave. The Pas MB R9A 1R2
6292560 Manitoba Ltd. dba Swan River Payday Loans 4th Street Ave S No B-15 Swan River MB ROL 120
6292560 Manitoba Ltd. dba Swan River Title Loans 4th Street Ave S No A-15 Swan River MB ROL 1Z0
C11 Holdings Ltd. dba C11 A1 Financing & Loans 73B Mystery Lake Rd. Thompson MB R8N 127
Curo Canada Corp. dba Cash Money 1353 McPhillips Winnipeg MB R2X 3A6
Curo Canada Corp. dba Cash Money 20 10th Street Unit P Brandon MB R7A4E3
Curo Canada Corp. dba Cash Money 647 Portage Ave Winnipeg MB R3B 2G4
Curo Canada Corp. dba Cash Money 1321 Archibald Winnipeg MB R2J 3A4
Curo Canada Corp. dba Cash Money internet 2200 Queen Street East No.6 Brampton ON LGS 4G9
Digital Cash Cowboy Inc. dba Cash Cowboy internet 1285 West Broadway No.600 Vancouver BC VEH 3X8
Finabanx Ltd. DBA icash internet 372 Bertha St. No. 102 Hawkesbury ON KBA 2A8
Getcashfast.ca Inc. dba Getcashfast.ca internet 330 St. Mary's Avenue Suite 300 Winnipeg MB R3C 375
GoDay Inc. internet 500 Danforth St. Suite 304 Toronto ON M4K 1P6
Loan Express Internet 9-600 Mackenzie Bivd Mackenzie BC VoJ 2C0
National Money Mart Company dba Money Mart 879 Portage Ave Winnipeg MB R3G ON8
National Money Mart Company dba Money Mart 215 Henderson Hwy Winnipeg MB R2L 1M1
National Money Mart Company dba Money Mart 1601 Regent Ave Winnipeg MB R2C 3B3
National Money Mart Company dba Money Mart 294 Portage Avenue Unit 102 Winnipeg MB R3C 0B9
National Money Mart Company dba Money Mart 2188 McPhillips Street Unit 24 Winnipeg MB R2V 3C8
National Money Mart Company dba Money Mart 666 St-James St, Ste 186 Winnipeg MB R3G 3J6
National Money Mart Company dba Money Mart 1740 Pembina Highway Unit 3 Winnipeg MB R3T 2G2
National Money Mart Company dba Money Mart 2545 Portage Ave Winnipeg MB R3J 1P1
National Money Mart Company dba Money Mart 95 Oak Point Hwy Winnipeg MB RZR 0T8
National Money Mart Company dba Money Mart 1676 Main St Winnipeg MB R2V 1Y9
National Money Mart Company dba Money Mart 1105 St. Mary's Rd, Unit 2 Winnipeg MB R2M 3T6
National Money Mart Company dba Money Mart 300 Mystery Lake Rd Unit 1320 Thompson MB R8N 0M2
National Money Mart Company dba Money Mart 750A Victoria Ave Brandon MB R7A 5C1
Page 10of 2 2024-11-08
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MB Payday Lenders Master List
Consumer Protection Office

Business name Internet lenders Address City Postal Code
National Money Mart Company dba Money Mart 10 Saskatchewan Ave Portage MB R1N OL2
National Money Mart Company dba Money Mart 295 Main St Selkirk MB R1A 187
National Money Mart Company dba Money Mart 329 Fischer Ave. Unit B The Pas MB R9A 1K2
National Money Mart Company dba Money Mart 16 Four Seasons Place Suite 10§ Toronto ON M9B BE5
Payday Loan Cash Now Inc. 819 Sargent Ave | Winnipeg MB R3E 0B9
Westrock Financial DBA mycanadapayday.com internet 425-15225 104th Ave. Surrey BC V3R 6Y8
37 TOTAL LICENSED PAYDAY LENDERS as of July 25, 2024

Page 2 of 2 2024-11-08
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Op ment

The historical development of the payday lending outlets in Winnipeg

o f

Since there was no historic source of pavday lender outlet data, these data were compiled from a number of sources including the
telephone directory, the Henderson Directory, payday lender websites, and the Canadian Payday Lenders Association, Data for
licensed payday lenders for 2013 are from the Consumer Protection Office. These data were sorted into suburb and inner-city
locations. The inner-city in Winnipeg is the ring around the downtown which is made up of relatively poor neighborhoods. The

geographic boundaries of the inner-city come from the Core Area Initiative of the 1970s.

The data demonstrate that the number of pavday lenders first appeared in Winnipeg in 1989, grew slowly through the 1990s
and then rapidly grew in the 2000s, first in the inner-city and then, and then in the suburbs. The maximum number was reached in
2009 with 62 outlets (Table 1). The number of outlets dropped to 40 in 2013. Roughly one-half of the outlets are located in the inner-
city and the other one-half are in the suburbs. These data are portrayed in the 6 attached maps. During this same time the number of
mainstream Financial Institution (FI) outlets —credit unions and banks— have also changed. The number of bank branches dropped
substantially over this period from 211 in 1985 to 145 in 2009 (data not available for 2013). The credit union branches increased from
a much lower base of 46 in 1985 to 82 in 2009. The result is that the total number of FlIs in 2009 was lower (227) than in 1985 (257).
But the numbers in the inner-city were particularly lower in 2009 (58) as compared with 1985 (101).

Table 1. Payday Loan Outlet Numbers in Winnipeg

t

Credit

Payday Payday Payday Credit Union Credit Union Union Bank Bank

Inner Suburb Total Inner Suburb Total Inner Suburb Bank Total
1985 0 0 0 17 29 46 84 127 211
1989 1 0 1 20 33 53 79 128 207
1993 2 0 2 21 38 59 73 123 196
1997 4 0 4 24 39 63 59 120 179
2001 6 8 14 24 42 66 43 115 158
2005 22 20 42 25 52 77 37 110 147
2009 27 35 62 22 60 82 36 109 145
2013 18 22 40

Source: Brennan, McGregor and Buckland 201 1. Data for 2013 payday loan outlets includes licensed payday lender outlets (27 minus
one Money Mart outlet on Broadway that closed) plus 14 outlets associated with Cash Store Financial (i.e., The Cash Store and

Instaloans).
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2008, 2010 and 2016



Name

Winnipeg

Altus Finance Ltd.

Attic Furniture Ltd.

Can Cash Ltd

Cash Money Cheque Cashing
Cash Money Cheque Cashing
Cash Money Cheque Cashing
Cash Money Cheque Cashing
Cash Money Cheque Cashing
Cash-X Payday Loans

Cheque Stop Cash Centre Corp
Cheque Stop Cash Centre Corp
Cheque Stop Cash Centre Corp
Instaloans

Instaloans

Instaloans

Instaloans

Instaloans

Instaloans

Instaloans

Instaloans

Instaloans

Instaloans

Mogo

Mogo

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

Money Mart

National Cash Advance
National Cash Advance
National Cash Advance
National Cash Advance
National Cash Advance
National Cash Advance
National Cash Advance
National Cash Advance
Money Tree Payday Loans Inc.
Moneymax Canada Ltd
Payday Loans Cash Now Inc
Sorensen's Loans 'Til Payday In
Sorensen's Loans 'Til Payday In
Sorensen's Loans ‘Tl Payday In
The Cash Store

The Cash Store

113

Address

unknown

216 Sherbrook

5-208 Marion Street
1353 McPhillips St. Unit 1
311 Henderson Hwy
890 St. James St.

1321 Archibaid St

647 Portage Ave.

City Place Mall

443 McPhillips Street
431 Graham Avenue
1094 Naim Avenue

1594 St Mary's Road
1155 Main Street

859 Portage Avenue
B-1417 Henderson N Klid
120-2855 Pembina Ft Gry
2519 Portage St Jas
1A-1565 Regent W Trans
1235 Pembina Hwy
1020 McPhlllips St

79 Selkirk Ave

203-414 Graham Avenue
1086E St. Mary's Road
1-620 Dakota Street
24-2188 McPhillips Street
215 Henderson Highway
102-294 Portage Avenue
253 Osborne Street

413 Selkirk Avenue

879 Portage Avenue
101-379 Broadway

1740 Pembina Ft Gry
B-405 Ellice

2-666 St James Street
2545 Portage Avenue
103-1601 Regent W Trans
95 Oak Point Highway
801 McLeod Ave

330 Fischer

1105 St Marys Rd.

1676 Main St

208 Marion St,

216 Sherbrook

3137 Portage Ave

1 - 660 Osborne

2077 Pembina Hwy

855 Regent Ave

1038 St James

661 Henderson Hwy
1014 St Mary's Rd.

1376 McPhillips Street
990 Portage Ave,
216-819 Sargent Avenue
313 Day Street

6-510 Sargent Avenue
551 Selkirk Avenue

989 McPhillips Street
176 Henderson Highway

Town / City

Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg

2008
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<
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Feb 28/16

< << << <

R T R

< <



The Cash Store
The Cash Store
The Cash Store
The Cash Store
The Cash Store
The Cash Store
The Cash Store
The Cash Stare
The Cash Store
The Cash Store
Xtra Cash Lkd

Outside Winnipeg

The Cash Store

City Cash Company

The Fastcash Comparny
Instaloans

Money Mart

National Cash Advance
{The) Fast Cash Company
The Cash Store

Parkland Payday Loans
Dash Inta Cash Ltd
Money Mart

The Pas Payday Loans
The Cash Store
Instaloans

Money Mart

Portage Payday Loans
The Money Fit

The Cash Store
Instaloans

Money Mart

The Fastcash Company
The Money Fit

Swan Rlver Payday Loans
The Cash Store

Maoney Mart (conversion)

C11 al Financing and Loans

The Fastcash Company

Online only

Loan Express

Little Loan Shoppe, The
310-Loan

Notes:

The column labelled 2008 is the list the PILC provided to the PUB. The industry accepted it as being complete.

114

912 Portage Avenue
584 Pembina

1000 Nairn Avenue

279 Portage Avenue
922 5t James Street

25 Marion Street

101 Regent Avenue East
1020-1030 Keewatin Street
3715 Portage Ave.

1020 Notre Dame Ave
741 Portage Avenue

1-Z2637 Victoria Avenue
H-435 Rosser Avenue
840 McTavish Avenue
759 1st Street

7508 Victoria Ave,
120-180:0 18th 5t

19 1st Avenue SW

210 Main Street North
1st Avenue NE

41 Main Street

T6 Main 58,

B0 Hazelwood Ave
1101 Saskatchewan fAvenue West
50 24th 5t NwW

10 Saskatchewan Ave. East
322 Saskatchewan Ave E.
442 Main Street North
478 Main 5t

321 Main Street

295 Main Street

329 Main Street

626 Main St

4th 5t. Avenue S

300 Mystery Lake Road
300 Mystery Lake Road
73 Thompson Dr

254 Main 5t

www littleloanshoppe.com
www. 3 10loan.com/

Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Winnipeg
Wwinnipeg

Brandon
Brandan
Brandon
Brandon
Brandon
Brandan
Dauphin
Dauphin
Dauphin
Flin Flan
Flin Flon
The Pas
Portage
Portage
Portage
Portage
Fortage
Selkirk
Selkirk
Selkirk
Steinbach
Swan River
Swan River
Thompsaon
Thompsan
Thompson
Winkler

The column labelled 2010 is the list of the first year of registrants under the Act,
The column labelled Feb 28/16 is the current list of registrants under the Act.

* Converted from Cash Store to Money Mart and licensed 2015, but not renewed 2016
** First license 2015, not renewed 2016.

*** First license 2013,

Three title loans companies are also registered, but they have the same name and use the same address as
three payday lenders in Dauphin, The Pas and Swan River, and so they are nat listed separately here.

Sub-Category Counts
Winnipeg

Outside Winnipeg stores
Online only

i

- o

- -

o = o € € €

< =

54
20
2

26
12
r



Total Stores

Maoney Mart

Money Mart Winnipeg

Number of Stores per 100,000 population using 2016 store numbers

115

Using Statistics Canada 2011 figures: CMA figures for Winnipeg:
census agglomeration for Brandon, Portage la Prairie, Steinbach

and Thompson; MB + SK far Flin Flon

Winnipeg
Brandon
Dauphin
Flin Flon
The Pas
Portage la Prairie
Selkirk
Steinbach
Swan River
Thompsan
Winkler
Manitoba

20
17

Pop'n

730018
53,229
2,200
5,592
5,513
12,996
9,834
13,524
3.750
12,839
10,670
1,233,700

22
17

Stores per
100,000
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Executive summary

Abstract

This cost-benefit analysis quantifies the potentialimpacts to industry and consumers that may result
from the proposed Crimingl Interest Rate Regulotions. The proposed regulations are composed of two
parts: the first provides exemptions fram the criminza| interest rate for certain types of loans, specdifically
pawn loans and commercizl loans, while the second imposes a maximum cost of borrowing on payday
loans of $14 per 5100 borrowed.

The Budget Implementation Act 1, 2023, No_ 1, which received Royal Assent on June 22, 2023, amended
section 347 the Criminal Coade to lower the criminal interest rate [also referred to as “the mte” or
“maximum rate”)to 35% APR (annual percentage rate), and introduced the aforementioned two
regulation making authorities. The Criminagl Code amendments are not yet in force and will come into
force with the regulztions.

Exemptions to the criminal interest raote

The portion of the proposed regulations that provide exemptions to the criminal interest mte will largely
apply the previous criminal rate for pawn loans and commercizl loans. The proposed regulations will
require that pawn loans and loans to commercial entities above 510,000, but equal to or below
5500,000, cannot exceed the current rate under the Criminal Code. This rate is equivalent to 48% AFR,
which is equivalent to 2 60% equivalent annual rate (EAR)when compounded on a monthly basis.
Commerdal loans that exceed 500,000 will no longer be subject to any maximum rate, while
commercial loans below orequal to $10,000 will be subject to the new rate introduced in the Act of 35%
APR.

Pawn loans equal to and above $1,000 will be subject to the new rate under the Act of 35% APR. All
other pawn loans below 51,000 will be subject to the previous rate of 48% APR, which is equivalent to a
6% EAR when compounded on a moenthly basis.

Without these regulations, these loans would be subject to the new rate of 35% APR. This would likely
limit access to thissmall-value collaterslized lending product for those who may have few alternative
options. Additionally, imposing 2 rate cap of 35% APR on commercizl loans will likely limit legitimate
business transactions, such as venture capital investments. These regulations will ensure businesses can
carry out legitimate credit transactions without risk of non-compliance with the Criminal Code.

Commercial and pawn lenders will benefit from these proposed regulations as they will be able to
maintain operations issue some of most of their loans at interest rates that exceed 35% APR.
Additionzlly, both commercial and pawn borrowers will benefit as they will largely be able to continue
to access the credit that they need.

Limit an the cost of borrowing for payday loans
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This portion of the proposed regulations will implement a limit on the cost of borowing, or a 'cap’ of
%14 per 5100 borrowed, regardless of the length of the payday loan. In cases in which the loan is paid
back in 2 weeks, this would result in an APR of over 350%.

The main benefit associated with this portion of the proposed regulations are the cost savings to payday
loan borrowers, as payday loan users will save between 51 and 53 per 5100 on their payday loan,
depending on the province in which they live. As payday loan borrowers tend to have lower income, this
mezasure will disproportionately benefit low-income Canadians. Payday lenders, on the other hand, will
see adedine in revenue asa result of the rate cap. However, they may recoup these costs by adjusting
operzating expenses or issuing more or higher value loans.

Absent these regulations, consumers would be subject to existing rate caps in provinces, which are as
follows:

517 per every 5100 borrowed in Manitoba, Saskatchewsan, and Nova Scotia [to lower to 515 per
every 5100 in lanuary 2024);

= 515 per every 5100 borrowed in Alberta, British Columbiz, New Brunswick, Ontario, and Prince
Edward Island; and

® 514 per every 5100 borrowed in Newfoundland and Labrador.

These regulations would also cap the amount a lender can charge to a borrower for a dishonoured
cheque fee, to 520. Currently, fee caps in the provinces are as follows:

= 540 in Mova Scotia;

= 525 maximum in Alberta, Ontario, and Saskatchewan;

= 520 in British Columbiz, Manitoba, New Brunswick, and Newfoundland and Labrador;
= Unspecified in Prince Edward Island.

Background

The Crimingl Code makes it an offence to: (1) enter into an agreement or arrangement to receive
interest at a rate exceeding 60% effective annual rate [EAR); and | 2) receive interest at a rate exceeding
6% EAR. The criminal interest rate was first introduced in section 347 of the Criminal Code in 1980. The
amendments introduced as part of the Budget implementation Act, 2023, No. 1 represent the first
significant update to the criminal interest rate regime, since 1980. The criminal rate is applicable to
virtually zll credit agreements and arrangements in Canada, including installment loans, lines of credit,
auto loans, auto title loans, credit cards, and more. The criminal interest rate provisions do not apply to
transactions under the Tax Rebate Discount Act, and certain payday loan agreements. This latter
exception wasenacted through amendments included in former Bill C-26, An Act to amend the Criminal
Code (5.C. 2007, c. 9) in 2007.

When prosecuting the offence, the Crown must elect, based on the circumstances, either to procesd by
indictment [i.e., indictable offence which carries more serious consequences) or by way of summary
conviction (ie., less serious). The penalties for section 347 are imprisonment for a term not exceeding 5
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years, on indictment, or a fine of not more than 525,000, or to imprisonment for aterm of not more
than to 2 years less a day, or both, in the case of summary conviction proceedings.

Payday foan exemptian

In 2007, section 347 of the Criminal Code was amended to provide an exemption from the application of
the criminal rate provisions for payday loans provided certain conditions are met [i.e., the loan is 51,500
or less for aterm of 62 days or less, issued by a licensed lender or someone who is specifically
authorized by the laws of a province, and the province is designated by the Governor in Council in
accordance with subsection 347.1(3}). In order to receive this designation, a province must have in place
legislative measures that protect payday loan users and must provide for limitson the total cost of
bomowing for payday loan agreements. Currently, nine provinces (the exception being Quebec) have an
approved payday loan regime. The territories and Quebec have not sought designation under these
provisions, and as such any payday loan offerings in the territories and Quebec would be subject to the
criminal rate.

Each province's payday loan regime is different, although most provincial regimes include commaon
consumer protection measures such as discdosure requirements, cancellztion rights, and restrictions on
wage assignments or loan rollovers. Currently, provincizl authorities set a limit on the cost of borrowing
for a payday loan, which can range between 514 per 5100 borrowed (Newfoundland and Labrador) and
517 per 5100 borrowed (Manitoba, Mova Scotia, Saskatchewan).

Currently, provincial payday loan regimes also allow for 2 one-time dishonoured cheque fee of 20 in
British Columbiz, Manitoba, New Brunswick, and Newfoundland and Labrador, $25 in Albertz, Ontario,
and Saskatchewan and 540 in Nova Scatiz, while PEl does not impose a numerical limit on the
dishonoured cheque fee that may be charged. Adishonoured cheque fee is imposed by a payday lender
on a borrower when there are insufficient funds in a borrower’'s bank account to cover repayment of the

payday loan.

Gowernment inftiatives to crack down on predatary ending

In 2021, the Minister of Finance's mandate letter included a commitment to crack down on predatory
lenders by lowering the criminal interest rate in the Criminaf Code. Additionally, this commitment was
highlighted in Budget 2021. For the purposes of this analysis, predatory loans are considered to be credit
products with high interest rates and/or fees. These products are generally provided by alternative
lenders (e g., lenders other than banks or credit unions).

Budget 2023 announced the government's intention to lower the criminal interest rate to 35% APR
[roughly 42% EAR depending on compounding frequency), from 60% EAR (roughly 48% APR) and set the
maximum cost of borrowing for payday loans at 514 per 5100 borrowed. Consequently, the Budget
Implementation Act 2023, No. 1 introduced legislstive amendments to lower the criminal interest rate
to 35% APR. The amendments also included two regulstion-making authorities to: (1) provide
exemptions for certain types of loansfrom the criminal rate, and (2) fix 2 limit on the total cost of
bomowing for a payday loan agreement. These provisions received Roval Assent with the passage of the
Budget implementation Act, 2023, No. 1 but are not yet in force.

On October §, 2023, the Department of Finance lzaunched consultations to explore further lowering the
criminal interest rate, increasing access to low-cost, small-value credit in Canada, and on additional
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revisions to the payday lending exemption. Feedback received as part of those consultations will be
addressed separately from feedback on these proposed regulations.

Description of the lssue

Predatory lenders take advantage of some of the mast vulnerable people in our communities, including
low-income Canadians, newcomers to Canada, and those with limited credit history—often by extending
very high interest rate loans. The current criminal interest rate under the Crimingl Code of 60% effective
annual rate - equivalent to approximately 48% on an annuzlized percentage rate (APR) basis = can trap
people in a oycle of debt that they cannot afford nor escape.

The Budget implementation Act, 2023, No. I, amended section 347 of the Criminal Code to lower the
criminal interest rate (also referred to a5 “the criminal rate”) to 35% APR. These amendments will come
into force on a day or days to be fixed by order of the Governor in Council.

Setting a lower criminal rate under the Criminal Code may affect lending practices such as certain
commercial loans as well as small-value collateralized loans, also known as pawn loans, both of which do
not trap Canadians in a oycle of debt. Commercial loans do not trap Canadians in a cycle of debt as they
are extended to commercizl entities, not individual Canadians. As pawn loans are collateralized, if
consumers do not repay, their debt is extinguished when their collateral is retained by the lender, and
therefore the borrower cannot become trapped in a oycle of debt.

The criminal interest rate applies to all lending arrangements in Canada, except for certain payday loans
[provided certain conditionsset out in the Criminal Code are met) and tax rebate advances. Payday
loans are defined in subsection 347.1 (1) of the Criminal Code as an advancement of money in exchange
for a post-dated cheque, a pre-authorized debit or a future payment of 2 similar nature. Subsection
347.1 (2} specifies that exempt loans must be less than $1,500, for a perod of 62 days or less. Owerdraft
protection, margin loans, pawnbroking loans, lines of credit and credit cards are explicitly excluded from
the definition of payday loans. Provinces must also receive a designation by the Governorin Council, if
they have enacted a payday lending regime, in accordance with subsection 347.1 (3) of the Criminal
Code. Designated provinces currently set various limits on the cost of borrowing for payday loans,
mezning that consumers face varying cost of borowing charges for payday loans depending on the
province in which the loan is issued. These varying limits on the cost of borrowing can therefore
disproportionately affect certain consumers depending upon the province in which they live.

The Criminal interest Rote Reguiotions (the proposed regulations) would exempt lending practices, that
fall outside of the government's policy intent to crack down on predatory lending, from the criminal rate
of interest. Additionally, the proposed regulations would impose afederal limit on the cost of borrowing
for payday boans to harmonize the cost of payday loans across provinces that have been designated
because they hawve enacted a payday loan regime.

Options Considered

Exemptions to the criminal interest mte

Commerdal loans
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Consultations with stakeholders cleary identified that commercial loans of a certain value ought to be
exempt from the criminal interest mte introduced in the Budget implementation Act, 2023, Na 1, due to
the sophistication of entities borrowing at these levels, and due to the potentizl for negative impactson
some forms of legitimate commercial lending, in particular automotive floor financing and venture
capital financing.

Several industry stakeholders recommended that the optimal threshold for commercial loans in Canada,
to be outright exempt from the criminal interest rate, would be $500,000. This isto ensure a
continuzation of healthy and productive imvestment from venture capital and private equity. Additionally,
commercial lending transactions abowe 5500,000 represent a level of sophistication that does not
require protection through the criminal interest rate provisions.

Miost commercial loans are issued for values that are above $10000. As such, commerdial loans below
510,000 will be subject to the new criminal interest rate in order to disincentivize lenders from
manipulating regulstory exemptions and circurmvent the criminal interest rate to issue consumer loans.

Pown loans

Pawn lenders offer small dollar, collateralized boans to consumers. These loans are secured by a pledged
itern, typically jewelry, luxury brand items, or electronics. The loan size is based on the appraised value
of the property, not a customer’s credit score or credit history, The most significant costs incurred by
pawnshops are loan origination, storage and handling fees, insurance fees, and labour. Pawnbrokers
must also insure the item and retain staff that are certified in jewelry and luxury brand apprisals. These
fized costs, coupled with the typically low dollar amount and short term of & pawn loan, results in
annualized interest on pawn loans that can often approach, and exceed, the criminal interest mte.

These loans are different from other types of borrowing, as obtaining such a loan does not depend on a
bormowers’ income or credit. Borrowers use their personal property as collateral for the loan, and if they
are unable to repay, the lender retains possession of the borrowers' personal property. As such, these
loans do not cause the same level of harm as other loans in that acycle of debt is not created or
perpetuated and a default on these loans does not affect borrowers’ credit scores or ability to secure
other borrowing.

Given the relatively lower degree of harm, the proposed regulations would exempt these loans, below a
certain threshold, from the criminal interest rate introduced in the Budget Implementation Act. 2023,
MNo. 1, 5o asnot to limit access to thissmall-value collateralized lending product for those who are

amaong the lowest income in Canada and may have few alternative options.

Limit on the cost of borrowing for payday loans

Budget 2023 announced that the Government would move to cap payday loansat 514 per 5100
borrowed. This cap will be implemented via these proposed regulations, which would allow for certain
fees to be chaged on outstanding loan amounts, where permitted under provincial legislation and
regulations, but will cap the dishonoured cheque fee to 520.

Profile of Affected Stakeholders
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Commercial loans
Commerdal lenders

Any lender that lends to a commercial entity would be affected by these proposed regulations, including
banks, credit unions, and alternative financial service providers, among others. These lenders provide 2
wide range of lending facilities such as loans, lines of credit, mortgages, credit cards, as well as other
bespoke credit products.

Cammerdal borrowers

Commercial borrowers would also be affected by these proposed regulations. A commerdial borrower is
any commercizl entity that borrows funds in some manner, whether that is through 2 loan, line of
credit, a credit card, or some other credit agreement. This likely captures most businesses in Canada.

* Small businesses: Small businesses would also be considered commerrcial borrowers, however,
it can be assumed that few small businesses would seek out any form of loan above 5500,000 at
interest rates exceeding 48% APR.

ISED estimates there were 1.22 million small businesses that are active in Canada, as of 2021,
The CFIB reportsthat, as of 2022, 58% of small businesses have ademand for financing.

Information provided by small lenders that specialize in commercial lending shows that 98% of
loans issued are for more than 510,000, Additionally, most loans have aterm between six
months and two years.

* Moaotor vehicles dealers: Motor vehicle dealers must purchase the vehicles that they hold for
sale. Acquiring vehicles to stock a dealership lot requires a significant capital outlay. As a result,
dealers turn to floorplan lenders to finance their inventory through a line of credit type product.
Given that these loans often feature an indeterminate term and adjusta ble credit limit, an
exemption to these kinds of loans would ensure that motor vehicle dealerships are not limited
in their credit options. Automotive floor financiers have indicated that most of the loans issued
are above 510,000 and below $500,000, with an average loan size of about 5250,000.

* Venture capitalists: Many companies that would not typically qualify for traditional forms of
financing from banks would use venture capital financing, which might be considered “high-
cost” in cases where the terms of the loan can include a share of profits. The proposed
exemption would therefore benefit venture capitalists, especially in cases where the loan
exceeds 5500,000.

Pawn loans
Pown lenders

Pawn lenders would be affected by these regulations as they can continue to administer loans at the
previous rate. Through a very preliminary online scan of pawn lenders in major cities in Canada, there
exists over 300 pawn lenders in Canada. Based on data from a lender, only 1.5% of pawn loans are
above 51,000.
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Pown bamowers

Pawn borrowers would also benefit from these proposed regulations as their access to credit is
maintained. Borrowers would continue to be able to access this form of legitimate credit. Pawn
bomowers are often among the lowest income eamers and do not qualify for alternative lending
options, including payday loans. Data is not available on the number of Canadians that use pawn loans.
Pawn loans are generally low amounts, one lender estimated the average pawn loan is for
approximately 5150, Furthermaore, lenders estimate 75%-90% of pledged items are eventually recovered
by the borrower, which indicates the borrower's ability to pay back the loan and preserve their wealth.

Payday lending

Poyday lenders

host payday lenders in Canada would be impacted by these proposed regulations. Payday lenders offer
payday loans, defined in the Criminal Code as loans of up to 51,500 for a term of up to 62 days. In
practice, loans are generally issued for a value of less than 51,000 and last for a period of 12 days. The
maximum cost of borrowing on payday loans applies regardless of the length of the loan. Often payday
lenders will affer other lending products such as cheque cashing, money wiring, bill payments, and
income tax refund advances.

Provinces publish data on the number of active payday lending licenses in their jurisdiction. British
Columbiz reports 109 payday lending branches asof June 30, 2022, Nova Scotia reports 35 active
payday lenders, as of September 2023. New Brunswick (2016) lists 5 entities that have payday licenses
however only one of these lenders has a physical storefront in the province. Saskatchewan [20156)
reports 47 payday lenders in the province. Alberta (2019) reports 15 active payday lending licenses
however does not report the total number of payday lending outlets in the province. Money Mart
(2021}, for instance, has 64 storefronts in Alberta.

In 2016, Ontario released a press elease stating it had more than 800 payday lenders. Howewver,
Dijkemna (2019} estimates that this figure fell to 763 by 2019 after Ontario lowered its rate cap from 521
to 515 per 5100 borrowed in 2017, Data for Newloundland and Labrador and Prince Edward |sland is not
available. Based on data from all availzble provinces, we estimate there are over 1,000 payday lenders
in Canada.

The Department estimates that over 3.5 million payday loans were issued in Canada in 2021,
Payday barrowers

Miost payday borrowers would be affected by these proposed regulations. In general, payday loan
bomowers often have lower income and less savings. The FCAC's 2016 study of payday loan borrowersin
Canada found that 53% of payday borrowers earned less than 555,000, Additionally, §2% of respondents
reported that their savings would cover less than three months of expenses. Only 24% reported they
would be able to pay an unexpected purchase of $500 with their existing savings.
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financed and limits economic development and market expansion. She suggests a good solution to this
problem might be to promote useful police action while ending the restrictions on commercial freedom.

Pown loans- Literature review

Existing literature on pawn loans assesses the types of users of pawn loans, and the impacts of different
types of regulations on the use of these loans.

Simpson and Buckland (2009) examine the relationship between pawn loans usage and credit exclusion
inCanada, from 1999 to 2005. They found that in cases where a family has been refused access to credit
(i.e., & credit card) or has azero-bank balance, the proportion of those families that used a pawnshop or
an asset to pay a debt has increased. They determined that family structure also plays arole in
explaining the incidence of financial exclusion and credit constraint. Larger families with fewer earners
are significantly more likely to have a zero balance/no account and to use a pawnshop.

Avery and Samolyk (2011) examine how household use of pawn shops is related to limitson loan fees
set by states. Their results for pawn shops indicated somewhat more variztion in usage over the current
range of pawn-shop fee ceilings. Overzll, households were one half as likely to have used 2 pawn shop
loanin a 12-month period than to have used a payday loan. Most households that did use pawn shops
used them once or twice a year. Both the number of pawn shops and pawn shop usage are higher in
states with the highest fee ceiling. These findings suggest that laws to lower fee limits up to some point
would be beneficial to consumers, whose demand for these loans is price inelastic.

Carter [2015) assessed the relationship between payday loans and pawn loans, by examining whether
individuals using payday loans in states where rollovers are allowed are maore likely to also use
pawnshops together with payday loans. She finds that individuals with low levels of income, living in
areas where three or more rollovers are permitted, are more likely to use pawnshops and payday loans.
Meanwhile, those with a higher income are more likely to use payday loans but there is no effect on
pawnshop usage. This suggests that payday loan rollovers may lead low-income individuals into falling
further into debt, and thus they need to take out pawnshop loans to supplement their income.

Exemptions - Qualitotive assessment:
Given a significant lack of data, and the due to the regulations proposing to extend activity as it is
currently carried out, relative impacts that are attributable to the ditference between the two following

scenarnios were assessed from a qualitative perspective:

Baseline Scenario: There are no regulzstory exemptions in place, all loans are subject to a 35% APR rate
cap, as set out in the Budget Implementotion Act, 2023, No. 1.

Regulatory Scenario: There are regulstions in place.
+ All commercial loans below and equal to 510,000 are subject to the new rate cap of 35% APR as
set out in the Budget implementation Act, 2023, No. 1. All commercial loans above 510,000 and
up to 5500,000 are subject to the current rate cap, and are not to exceed 48% APR. All

commercial loans above $500,000 are subject to no rate cap.

+  All pawn lozans below 51,000 are subject to the current rate cap, and are not to exceed 48% APR.

10
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Findings:

This portion of the regulations imposes the current criminal interest rate to the commercial loans valued
between 510,000 and 5500,000, thereby maintaining the continued issuance of loans within these
thresholds. This portion of the regulations also applies the current criminal interest rate to pawn loans
valued below $1,000, also maintaining the status quo, thereby ensuring that these products remain
available on the market. These will avoid limiting credit in areas of the lending market where regulatory
intervention is not warranted.

Commercial loans valued below $10,000 will not be exempt under the proposed regulations, and will be
subject to the new criminal interest rate. Very few commercial loans are issued for values below
510,000 and as such loans are less likely to be a part of a larger sophisticated diversified investment
portfolio. Because few commercial loans are valued below 510,000, this will have a very minimal cost
impact on lenders and commercizl borowers. In general, borrowers will benefit from the reduced risk
of lenders attempting to cicumvent the new criminal interest rate under the Act, by issuing consumer
loans s commercial loans.

+ Commercial lending does not require the same degree of regulatory oversight as personal
loans. Often commercial loans require high rates of return in order to attract capital
investments and are usually undertaken by parties that understand risk versus return trade-offs
occurring as a part of diversified portfolios designed to hedge risks. Overly restrictive ruleson
thesetypes of loans could have 2 cooling effect on transactions, that all factors considered,
would overall be beneficial to both parties and the economy.

Commercial loans valued above $500,000 will face no criminal interest rate. It is assumed that there are
wery few commercial transactions for loans above $500,000 at values exceeding an interest rate of 483%,
so costs to lenders and borrowers are limited. Exempting commercial loans above 5500,000 from the
criminal interest rate will benefit some limited forms of sophisticated transactions, such asventure
capital financing and automaotive floor financing.

Very few pawn loans are issued for values above 51,000, Pawn loans valued at or above 51,000 will be
subject to the new interest rate of 35% APR so as not to incentivize lenders to manipulate regulatory
exemptions and circumvent the criminal interest mte to issue consumer loans. For example, absent this
threshold, alternative lenders that offer high-cost installment loans may be encouraged to obtain pawn
licenses to offer higher value “collateralized” loans. This would benefit any bormower seeking a pawn
loan valued over 51,000, as they would face reduced borrowing costs. Any costs or benefits associated
with pawn loans abowe the exemptions set out by this proposal would be attributable to the legislated
changes that established the mazimum allowable APR.

# Pawn loans are backed by collateral, thereby avoiding any potential debt spiral that a borrower
may fall into, which isthe primary policy objective of the new, lower criminal interest rate.

As the pawn exemption will largely maintain the status quo by subjecting the majority of pawn loans to
the current criminal rate, there are no monetized cost and benefits to those elements of the proposal.
Similarly, the status quo is largely maintained for commerdial loans below $500,000. While there may be
some positive monetary benefits for commercial loans above 500,000 that are no longer subject to a
rate, due to the variability in the number and value of loans issued, those impacts are not monetized.

11
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Payday loans
Methodology

Literature review

A scan of existing literature highlighted several impacts of payday loans. For example, Bolen et al. (2020}
note that the impact of small-dallzr credit, which includes payday lending and installment lending, on
consumers isvaried, helping some and harming others. They state that most borrowers understand
small-dollar credit products and accurately predict their own repayment behavior. Yet, some bomowers
mis-predict their own repayment behaviors and have particularly poor outcomes, relative to others.

Chen et al. (2022} finds a complex relationship between payday loan use and financial well-being. Their
results found that respondents who used payday loans were less likely to manage short-term finances,
including the ability to pay bills on time, but more likely to have emergency funds. They note that their
findings are consistent with results yvielded in previous studies indicating that payday loan use is
assodated with long-term impacts, such as increased likelihood of bankruptey and accruing greater
amounts of debt.

In imvestigating rate caps, Fekrazad (2020) uses administrative data for a five-year period from a group

of payday lenders, offering payday loans across the United States, to study impact of Rhode 1sland cap

reduction from 15% to 10%. They found that after the rate cap reduction, loan volumes increased, and
no stores exited the market. They argue that the lack of exiting stores suggests companies have market
power.

On the other hand, Dijkema (2019}, with Cardus argues that interest caps area poor solution to financial
exclusion as they reduce the number of lenders in the market. He argues that Ontario’s cap lowering in
2017 from 521 per 5100 to 515 per 5100 led to a decrease in the number of payday loan outlets in the
province from 843 outlets before the reduction to 806 in 2018 and 763 in 2019, He also found that the
share of the market controlled by the top three companies increased. Using data from Alberta, where a
credit union is offering smazll loan aternatives to payday loans, they find that these loans represent a
tiny fraction, 0.04%, of the payday loan market.

Using data from a national survey of un- and under-banked househaolds, Dasgupta and Mason (2020)
investigate the impact of payday loan caps that effectively outlaw the industry. Four US. states had caps
at around 36% and these were the treated "states. Another 30 states hawe permissive regulation, and
they were the control states (17 states were excluded because of partial restrictions). They found that
payday loan bans were effective in shutting down storefronts and reduding demand.

Model:
The model assesses 2 scenarios:

Baseline scenario: Analyzes a 11-year period, in which maximum rate caps are determined by the
provinces. Taking a weighted average, the average cost of a payday loan in this scenario is $15.25 per
every 5100 borowed.

12



127

UNCLASSIFIED / MON CLASSIFIE

Regulatory scenario: Cver the same 11-year period, a federal maximum limit on the cost of borrowing
for a payday loan of $14 perevery 5100 is inin relevant jurisdictions, as well a5 2 maximum dishonoured
cheque fee of 520.

Given a scan of the existing literature, the variables investigated for the purposes of this cost-benefit
analysisincude changes in profits for firms, and estimated savings to borrowers.

Benefits to Consumers

The following assumptions were taken in building this model:

1.

There are no payday loans offered in provinces and territories if they have not received a payday
loan exemption designation from the Govemorin Council. As such, Quebec and the territories

are thus excluded from the anabysis.

Payday loan usage is proportional to the population of the province. Due to the lack of dataon
payday loans in certain provinces, provincial population data isassumed to be the most accurate
method for estimating the value of payday loans and the number of payday loan customers ina
particular province.

The volume (in dollars) of loans are afunction of the price elasticity of supply. This assumes that
if the maximum rate that can be charged for a payday loan dedlines, the supply of payday loans
will decline as a result. This assumption is in line with economic theory of price elasticity of
supply. This elasticity is estimated using a decrease in the number of storefronts in Ontario,
following several rate changes in the province (from 521 to $15 per 5100 loan) and a decrease in
payday loan outlets from 846 to 763. This also assumes that loan amountsin O ntario were
proportional to outlets. The estimated price elasticity of supplyis 0.31. In other words, for every
1% decrease in loan costs, a 0.31% decrease in the supply of loan volume (%) is expected.

Volume of loans is assumed to grow at areal (over and above inflation) rate of 2 per cent under
both the baseline and regulatory scenarios *

Supply and demand of payday loans would not be impacted by the lowering of allowable
charges for insufficient funds This assumption is based on the belief that charges for insufficiant
funds on checks to cover payday loan liabilities are used as a tool by lendersto incent borrowers
to insure sufficient balances are awvailable in their accounts. The proposed 520 limit is deemed
adequate to achieve this objective and thus no change in borrower behaviour is modeled and
rates of default loans would not increase. |n addition, lenders are not assumed to view these
charges as a reliable source of revenue within their business model and thus would be unlikely
to restrict supply of loans in response.

All lozns in default zre due to dishonoured cheques or 2 dishonoured debit. The payday loan
regulations cap the amount a payday lender may charge a borrower for 2 dishonoured
instrument to $20. This limits the charges that are permitted in provinces such as Alberta,

! Refer totable & inthe Data Appendix toview volume of payday loans forecast estimates for regulatary and
baszeline scenarios

13
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Ontario, and Saskatchewan. In order to estimate the impacts of thischange, thisassumption is
required.

7. The average dishonoured cheque fee in Prince Edward Island is 525. While it could potentially
be higher, the payday lending market in the province is very small relative to the rest of the
country, and as such, any dishonoured cheque fee amount would result invery little incremental
impacts and little impact on the results of the nation-wide analysis.

8. Thereis a5 percent increase in the average number of loans taken on by a borrower. This
assumption is based on academic reports that estimate that the number of payday loans per
bomower increases when the maximum interest rate on payday boans is decreased. This is likely
a result of payday lenders issuing loans to existing borrowers the have a positive repayment
history and an established relationship with the lender.

9. Payday loan users are charged the maximum zllowable interest in their province. This
assumption is based on feedback from a number of consumer groups and industry members.

The available data includes provincial payday loan data from Alberta, British Columbia, and Nova Scotia,
over various years, Given the most recently available data in Alberta, we use 2021 numbers for our
estimates in the baseline. During the time of the base year, there was more varizbility in provincial rates
caps as compared to the present day. Taking a weighted average of provincial limits, the rate cap in the
baseline scenario is $15.25 per every 5100 borrowed.

Additionzlly, there is currently some varizbility in the provincial limits for the maximum dishonoured
cheque fee. To simplify the analysis, the population weighted average of the allowable dishonoured
cheque fee is used in the baseline. It is assumed that the average maximum in Prince Edward Island is
525 (discussed above). As such, thisworks out to 524 .24 in the baseline and 520 under the proposed
regulations.

Based on the available payday lending data, the provincial breakdown of payday loan indicators under
the baseline is estimated. This is done by taking the payday loan population as a2 share of the total
population in the known provinces and solving for the payday loan indicator nationally (by applying that
percentage to the total population of provinces with regimes). All estimates are provided in 2022
dollars. Through these calculations we estimate that in the baseline scenario, there are close to 609,000
payday loan customers, and over 3.5 million loans disbursed (about 52.26 billion of loans disbursed). We
then use theseinitizl estimates, as well as our assumptions, to estimate what takes place in the
regulatory scenario.

There are existing limitations with the data used for this analysis. The model largely relies on provingial
datafrom select provinces. However, payday loan use may be more concentrated in certain provinces
over others [e.g, provinces with less stringent regimes), and may not solely be based on population.
Additionzlly, estimates assume that zll provinces and territories that do not have existing regimes have
no payday loan customers/clients. This is because in a province, such as Quebec, with no payday lending

regime, many customers are likely receiving payday loans at illegal rates. As such, any changes to the
maximum cost of borrowing would likely be ineffective in these cases, and our model does not capture
these illegal lending 2z reements.

14
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It should also benoted that although Newfoundland and Labrador had arate cap of $21 per every 5100
bormowed in 2021, the rate cap has been 514 per every $100 borrowed since late 2022, As such,
Mewfoundland and Labrador is excluded from this analysis s there would effectively be no impact to
the province with the rate cap.

Costs to Lenders

To estimate the changes in lender profits asa result of the payday lending regulstion, a sample income

statement provided by a private payday lender was used. Using the estimated wlue of payday loansin

the base year (52.26 billion) we were zble to estimate the total industry revenues for that year using an
average of the payday loan caps in each of the provinces.

Thisapproach uses the assumptions noted above, but also assumes that;

1. All operating expenses incurred by the lender remains the same in both scenarios. Bad debt
expenses remain at the same proportion of revenue in both scenarios. This assumesthat lenders
have some control over bad debt and other expensesin the short run, while operating expenses are
fixed.

2. Industrywill incur a one-time cost with these regulatory changes, for the purposes of updating their
operations (e g., updating [T systems, marketing materials, etc.). The estimate of these costs is
provided by industry and are assumed to be accurate.

Using a provincizl breakdown in the baseline scenario, of the wvolume of loans issued in 2022 dollars,

lender revenues are estimated based on the maximum permitted mte in the base year (51525 per every
5100 borrowed ).

Additionzlly, there is current variability in the provincial limits for the maximum dishonoured cheque
fee. To simplify the analysis, the population weighted average of the allowable dis honoured cheque fee
isused in the baseline. It is assumed that the average maximum in Prince Edward Island is 525
[discussed abowe). As such, this works out to 524,24 in the baseline and 520 under the proposed
regulations.

In the regulatory scenario, for which zll loans issued are subject to the 14% ratecap.

Then, using estimates derived from market research, operating expenses are estimated representing
55% of revenue in the baseline, and 62% in the regulatory scenario, and bad debt expenses represent
roug hly 30% of revenue. Using these estimates, the estimated profit margin in the baseline scenario is
estimated at 15%.

Additionzlly, payday lenders will need to incur some fixed costs to implement the new rate cap, such as
updating IT systemns, marketing materizls, and disclosure documents to reflect the new rate. Based on
information supplied by the payday lending industry, we estimate these one-time fixed costs will total

53.9 million for 21l payday lenders across the country.
Results

Based on this information, it can be inferred that in the first year:
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+ The number of payday loan borrowers decreases by over 44,000 Canadians.
+« The number of loans issued decrease by close to 93,000 loans.

To estimate the benefits to payday loan borrowers, the differential in the cost of borrowing is applied to
the total value of loans that continue to be issued in the regulstory scenario). On average, consumers
remaining in the market will save 51.25 for every 5100 on payday loans. Since the estimated value of
interest paid declines in the regulatory scenario, it can be concluded that the proposed regulations
would provide cost savings to consumers,

Canadian borrowers are estimated to be collectively saving approximately $29.3 million in interest on
payday loans, as well 25 on dishonoured cheque fees, in the first year and $256.8 million over 11 years.
This results in cost savings of about 551.9 per customer for zll remaining customers, in the first year.
Savings to borrowers are expected to come 2t a cost to industry profits, which are expected to decline
by $30.7 million in the first year and 5238 5 million over 11 years. This results ina net present value
benefit to sodety of $18.2 million (5256.8 million minus $238.5 million).

Of the over 44,000 borrowers who will lose access to payday loans, we can expect some of these
consumers will benefit, such asthrough finding a cheaper source of credit or from foregoing credit
entirely, while others may experience harms, such as missing a bill payment. Using survey data from the
Financial Conduct Authority (Critical Research, 2017}, we estimate 37% of borrowers who are denied
access to a payday loan will do nothing (i.e., not apply for another source of credit) when denied 2
payday loan. An additional 7% of denied bormowers will cut expenditures to manage their finances. We
can therefore estimate that over 19000 borrowers will benefit from not overextending their credit,
assuming that foregoing the loan does not result in worse cutcomes, such as missing a payment on
another bill. These borrowers will also benefit from not incurring interest charges.

An estimated 27% of borrowers who will be denied a payday loan will attempt to borrow from family or
friends. This represents close to 12,000 of the borrowers who will lose access to payday loans. Only two
respondents out of 1,553 surveyed reported they would tum to an illegal lender. However, it should be

noted that many borrowers may turn to online lenders that charge exorbitant mtes and they may not be
aware of the legal limit on a loan.

Negative impacts to consumers resulting from losing access to credit incude getting further into debt
(2%}, being unable to afford food (1%), or missing a bill payment (1%). We can therefore estimate that
of the borrowers who will be denied 2 payday loan, close to 1,800 may suffer some harm. Due to lack of
data, we are unable to quantify this harm.

However, the inability to access these loanswill likeby result in other harms to the borrower. For
example, if a borrower isunable to access aloan to finance a car repair, that may have further
implications for that borower, such asthe inability to drive to work.

We also anticipate that some bomowers may lose access to payday loans =0 as to avoid late charges on
existing loans. For example, 2 borrowers may not receive a loan to pay off an existing payday loan,
therefore being subjected to the dishonoured cheque fee on other loans.

ifegal lending:

Lowering the criminal interest rate may lead to increased illegal lending, especially those administered
by online lenders. The Department commissioned 2 scan of illegal lending by an external contractor,

16
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finding that in Quebec, in which there is no payday lending regime, there exists online lenders that offer
products similar to payday loans at rates exceeding the criminal interest rate.

We have zlso heard from provincial regulators that illegal online lending is an issue, however it is
difficult to estimate the size of the illegal lending market. The illegal lending market may grow inthe
wake of the lowering of the criminal interest rate, however there is considerable uncertainty.

Lender losses:

In terms of losses to lenders, it is estimated that lenders will see over a 50% decline in profits once the
rate cap is lowered, though they will remain profitable. Mationzlly, this represents a $26.8 million
decline in profit from 553.0 million to 526.2 million. Table 1 below highlights the estimated changes to
lender income.

Table 1*
Total loan value 52 .26 billion £2.20 billian
Revenue £353 million £315 million
Operating expenses 5194 million 5194 million
Bad debt expenses [30%) 5106 million 595 million
Profit 453 million 526 million

*Totals ecross ol tobles are subject to rownding

Additionzlly, since payday lenders will need to incur one-time fixed costs to implement the mte change,
we expect lender profits will be lower in the first year compared to future years. Lenders estimate this
fixed cost will total 53.9 million nationally.

As such, the monetized costs and benefits for the payday lending regulations are outlined below.
Cost-benefit statement

Mumber of years: 11 years (2024 = 2034)

Baseyear for costing: 2022

Present value base year: 2024
Discount rate: 73

Table 2: Monatizad costs

Industry Ongoing loss in profits | 526.8 M/ A 5327 52385 | 5318

17
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Industry One time cost [e.g., £3.97 My A 50 53482 A
updating IT systems,
marketing materials,
ete)
Al Total costs 530.7 N 5327 52385 | 531.8
stakeholders

Tabde 3: Monstized banefits

Consumers Savings on loan fees L2746 | N/A 5335 (5105 |5321

Consumers Savings on dishonoured | 51.86 NJA 5227 (5163 522
cheque charges

All Total benefits 529.3 NJA 5357 | 52568 | 5342

stakeholders

Table 4°: Summary of monefized costs and benefits

Total costs 5307 /A 5327 SI3ES 5318
Total benefits 5193 MJA g357 SISGEE 5342
Met impact (51.4) NfA 531 518.2 524

Maonetized over 11 years, with an inflastion (growth rate) of 2% for all revenues and costs, and with 2
discount rate of 7% as per TBS guidelines, the net present value of this regulatory change is estimated to
be 518.2 million.

Positive impacts

?For a detalled list of costs and benefits refer to Data appendix (table 7}

ks
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+ Modeled results indicate that the number of payday loan barrowerswould decrease by aver
44,000 Canadians. For some borrowers this would lower the risk of them falling into a cyde of
debt. Canadiansthat are likely to benefit from this change would either seek out other sources of
lower cost debt or delay discretionary spending until they are able to pay for the product or
service using savings, While it could be argued that Canadians would only bormow money if they
determine it to be in their best interest, associated late charges and interest means that many
customers underestimate the overall cost of the loan.

Megative impacts

# Under the model examined, results indicated the number of loans issued decreased by dose to
93,000 loans in the first year. This means that some sub-prime bomowers may be unable to
accesscredit from payday lenders. The resulting reduction in loans would have a variety of
outcomes. As mentioned for some this could be beneficial. However, for others a lowered supply
of loans could result in additional costs such as incurring consequences for late payments on
other financizl obligations such as utilities. If the late payment results in disconnection of service,
reconnection charges could be significant. This could also result in additional non-sufficient funds
fees from banks. In extreme cases borrowers may seek out black market lenders (loan sharks).
Loan sharks charge rates above criminal limits and may use threats and/or violence to incent
repayment.

» Lender profits decrease by over 50% , or over 526 million in the first year. In addition to the
lowered profits consolidation ofthe industry could also be an impact of the proposed
regulations. In the long run, there may be fewer companies offering payday loans and each
company could limit the number of outlets in operation, limiting overhead costs. This may also
drive an increase in payday loans offered exclusively through low-cost online providers. This
restricted access could increase search costs for customers, offsetting savings from lowered
interest rates.

Sensitivity Analysis

To examine the impacts of different varables on the outcomes of the proposed regulations, we
conducted a sensitivity analysis on the price elasticity of supply (scenaros 1 and 2).

Scenario 1

In scenario 1, results were estimated assuming an increased price elasticity of supply of 0.41, compared
to 0.31in the regulatory [central) analysis. This ensures that the results are robust to variations in this
assumption, which is uncertain given the limited data on which it was based. Since industry membars
hawve suggesied that a rate cap will result in a decraase in payday loans, an increase in elasticity was
considered a possibility. With the increased elasticity in supply, there would ba a greater restriction of
supply resulting from the decreased loan rates and total voluma of loans supplied under the regulations
would drop from 52.2 billion to $2.18 billion, in the first year. As a rasult of this changa, consumears ara
axpacied 1o save an averaga of $52.10 with benefits totaling $29.1 million in the first year.
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In the first year, lenders would also see a slight decrease in profits from 526.2 million in the central
scenario to 524.3 million in scenario 1. This represents 2 profit loss of 528.7 million from the baseline
scenarnio.

COwerall, the net present value impact of the proposed regulations in scenario 1is 5353,000, a large
decrease from the estimated net present valuein the central scenario of $18.2 million.

Scenario 2

Inscenario 2, it is assumed that price elasticity of supply isequal to 0.21, a decrease from what is
estimated in the central scenario. This will allow for the estimation of costs and benefits in the event
that supply is not as responsive to a change in price. In scenario 2, the total loan volume disbursed in the
first year, isestimated to be 5222 billion, aslight increase from what is estimated in the central scenario
(52.20 billion). In this scenario, consumers are expected to save 551.80 each in the first year.

Additionzlly, as a result of 2 change in total loan volumes, lender profits are estimated to decline by
524 .9 million (in the first year) from the baseline scenario. This is a smaller decrease than what is
estimated in the central scenario of 526 .8 million.

COwerall, the net present value impact of the proposed regulations in scenario 2 is $36.2 million, a large
increase from the net present value of the central scenario ($18.2 million) and scenario 1 (5353,000).

The resultsin scenarios 1 and 2 imply that the model is very sensitive to the uncertainty inherent in the

price elasticity of supply. This demonstrates that the true impacts of these regulations are largely
dependent on the market response to the proposed regulations.

Table 5: Summary of monalized costs and banefits in base year (in §M)

Impacts Central Scenario Scenario 1 Scenario 2

Total costs 530.7 5326 5288

Total benefits 5293 529.1 529.5

Met impact (51.4) (53.4) 50.67

Net present value $18.2 $0.35 536.2
Distributional Analysis

In general, payday loan borrowers often have lower income and less savings. The Financial Consumer
Agency of Canada's (FCAC's)'s 2016 study of payday loan borrowers in Canada found that 53% of payday
borrowers earned less than 555,000, Additionally, 62% of respondents reported that their savings would
cover less than three months of expenses. Only 24% reported they would be able to pay an unexpected
purchase of 5500 with their existing savings.
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Based on publicly available provincial data, it is estimated that there were over 600,000 payday
bomowers in Canadain 2021, The FCAC estimates that by September 2022, 4.52% of Canadians had
used a payday loan in their lifetime to manage daily expenses. Indigenous peoples, recent immigrants,
Canadians with low income, and women are over-represented in these results.

Payday borrowers are often working age and living in an urban area. The FCAC reports 72% of payday
loan bormowers were between 25 and 54 vears of age and 83% live in an urban area.

Although payday loan users borrow for a number of reasons, most borrow to Ccover necessary expenses.
Forinstance, FCAC's 2016 report found that 45% of respondents used a payday loan for a2 necessary and
unexpected expense while 41% borrowed for a necessary but expected expense. Only 7% of
respondents reported using the loan to “buy something spedal”. As to why borrowers use payday loans
instead of cheaper credit alternatives, many reported being unable to access these alte rnatives.

Based on this research, the Department estimates that low-income Canadians between the ages of 25
and 54 will disproportionately benefit from the proposed regulations as most will be able to continue
bomowing but 2t a lower cost. Indigenous peoples, recent immigrants, Canadians with low income, and
women are likely to benefit from the proposed regulations to the extent that they use payday loans.
These groups are expected to benefit the most from the proposed regulations.

Of the borrowers who will lose access to payday loans, it isexpected some of these Canadians will
benefit, such asthrough finding a cheaper source of credit or from foregoing credit entirely, there by
saving on interest payments. Survey reports find that when denied credit from alternative lenders, some
consumers turn to family, friends, or community organizations to borrow funds. These borrowing
options may sometimes be less risky to consumers asthey are less likely to lead the consumer into a

cycle of debt.

However, some consumerswho are denied a payday loan experience harms, such as missing a bill
payment or foregoing a necessary expense. If unable to find alternative forms of credit, these borrowers
may face late payment fees or other negative outcomes as a result of losing access to payday loans.
Some borrowers may even seek out illegal loans.

Concluslions

The proposed regulations will provide benefits to borrowers and lenders zlike. While payday lenders will
bear the most significant costs, the industry is expected to remain profitable after the new rate cap is
imposed. It is expected that the industry as 2 whole will see over a 50% decline in profits in the first
year, from an estimated 553.0 million to $26.2 million. The industry will also incur an upfront cost of
%3.9 million to implement the new rate cap. Payday loan borrowers will see significant benefits of 529.3
million in the first year asa result of these regulations.

Additionzlly, pawn lenders and commercial lenders will see combined benefits from the exemption
regulations on the portion of loans in which they can chage the previous rate.
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ata

Tabde &: Estimated kan volumes in basaline and regulatory scananos

2024 §2,255,177,380 52,196,475,109
2025 $2,300,280,927 §2,240,404,611
2026 52,346,286,546 52,285,212,703
2027 $2,393,212,277 §2,330,916,957
2028 £2,441,076,522 52,377,535, 296
2029 £2,489,898,053 52,425,086,002
2030 £2,539,695,014 52,473,587,722
2031 $32,500,489,934 §2,523,059,477
2032 £2,642,799,733 £2,573,520,666
2033 £2,695,145,727 £2,624,991,080
2034 £2,749,048,542 £2,677,490,901

Table 7: Complate summary of costs and benefits per year of analysis

[ama | sm316184 530,707,796  (51391612)
[ 2m5 © s29902507 527323552 52,578,955
_ £30,500,557  §27,870,023 52,630,534
2070 31110568 528,427,423 52,683,145
[ 2028 | S317337B0 SI8,995572 52,736,808
[ 2m8 8 532367435 529,575,891 52,791,544
[ 230 | 533014784 $30,167.409 52,847,375
[2031 0 33675080 530,770,757 52,904,323
[ 2032 | sae3amsEl $31,386172 52,962,409
[ 23 | s3sp3sss3 $32,013.8% $3,021,657
[ 238 | s3as73agzea $32,654174  $3,082,090
- S256,769,634 $238,544 420  S18,225 214
- $34,242,004 531,811,545 52,430,458
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AmpendiHXEx5Speri ence with

nquiries

Appendix 6: Experience with Instalment Loan Inquiries:
Mystery Shopping
Report of Courtnev Martin, research assistant

Courtney Martin conducted this research under the direction of Dr. Chris
Robinson. Dr. Robinson prepared this heading for the report, but it is
otherwise the unedited report of Courtney Martin.

Money Mart
Background and Prepared Questions

On August 1st, 2024, | made two phone calls and spoke with two different
employees. | introduced myself as a student whowill be attending
community college in the fall and who has a part-time serving job that
makes approximately $225 a week. | explained that | would need a $3,000
instalment loan for September.

| had seven prepared questions to ask:

1. What are your terms for the loan?

2. What is the interest rate if | pay it off over one year?

3. Do | need to make monthly payments?

4. If so, how much would they be per month?

5. What information do | need to provide for the loan application?
6. What happens if | cannot make a scheduled payment?

7.Canl complete the loan process online, or do | need to visit a physical
store?

Calls and Answers

I originally called the Money Mart Winnipeg location at 215 Henderson
Highway MB R2L1M1 but they didn’t answer so | called the national

nst al

Mystery Shopping

I
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number at 1-800-361-1407 twice for this information. However, on the
second call (with the employee who actually listened to me) | did specify |
would be attending school in Winnipegin September.

Call1.

The first clerk was a worman who seemed uninterested in my background
and gave rushed and unspecific answers. She spoke as if she were reading
from a script. When | asked her the first question, she referred me to their
website (moneymart.ca) and told me instalment loans have an APR of
29.9-49.9%.

| tried to prompt her further with more of the prepared questions but each
time she would refer me to their website to sign up for an account as their
online system would generate terms for my personal needs. This
conversation lasted no longer than five minutes, as she sounded
uninterested and rushed, and was unwilling to provide specific details.

Call 2. In the second call, | made sure to emphasize my false financial
situation by goinginto the details of my low-paying serving job and my
aspirations for college in September. The second clerk was more
empathetic as he expressed that he had been in a similar situation and
acknowledged that serving wage is not enough to survive on. The second
clerk was more interested and empathetic which made him all the more
talkative. He possibly could have felt genuinely felt sorry for me, however,
it is more likely he used empathy as a sales tactic. This second clerk gave
me the majority of my answers.

| asked the first question in a pleading and naive tone of voice that would
hopefully inspire the clerk to give me useful information on the terms
Money Mart offers. However, all he provided was information from the
website stating APRranges from 29.9-49.9%. | tried to prompt him further
by asking him to give me specifics about my situation by asking him
outright what he thought the APRwould be if | needed a $3000 instalment
loan. He did not get into specifics and simply restated the offered APR
percentages and provided a hypothetical case of my borrowing $3000
would likely have a 29.9% interest rate which | could pay over two years.
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Throughout his explanation of the possible offered interest rates and my
prompts for him to give me specific answers regarding my needs of $3000,
he mentioned that the average instalment loan is anywhere between $500-
$15,000 and that the interest rate would be calculated by an online system
butwould be primarily based on the proof of income stubs/paperwork that
| would have to provide. He then estimated that for an instalment loan of
$3,000, itis estimated that | would pay 29.9% over a two-year period. His
prompt of paying over a two-year period brought me to the second
guestion.

| asked the clerk if a two-year contractis the average offered period for an
instalment loan like mine and was told | could choose the period that
works best for me, and that some people choose two-year contracts,
others do 4-6, and again, that it is up to me. | asked specifically what the
interest rate would be if | paid off the instalment loan over a year, and was
provided a hypothetical of if | borrowed $3000 for a two-year pericd and
were able to pay off the loan in one year the interest would go down, and if
it was paid off in one tear the interest rate inthe second year of the
contract would be void. | was then referred to their online estimation
system which would generate the APR based on my needs.

Please note that this online estimation system provided the following
calculations: a loan of $3,000 repaying monthly for 12 months inthe
province of Manitoba my estimated paymentis $397.57

| asked the third question regarding payment schedules. | was told | could
make monthly, bi-monthly, weekly, or bi-weekly payments. The clerk
explained that the payment dates would depend on pay stubs. He provided
the hypothetical example of if | were paid on the 11th, | could set up
automatic payment dates for Money Mart for the 15th.

| asked the price on monthly payments and was referred again to the online
estimation system which would be a minimum of 29.9% of the money
used.
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| asked the fifth question on what information | needed to provide foran
instalment loan application. Money Mart would require proof of income
(income cheques/ pay stubs/ income statements) two or three of them.
They would require identification (driver's license, passport, province
card). Lastly, they would require a mobile phone number. An additional
possibility would be proof of address such as an address on a bill or
staterment.

Regarding the sixth question, | was told that in the case that | anticipated
not being able to make a scheduled payment, Money Mart would require 3
business days to set up an alternative payment schedule. This could be
skipping that payment and adding it to the next or organizing an entirely
new payment plan.

Finally, l was told this can all be done online through their app oron a
computer, coming in-store is not a requirement.

Final short answers

1. What are your terms for the loan?
-APR 29.9-49.9%

-Interest rate based onincome stubs

-estimated terms: instalment loan of $3000 would be 29.9% over a two-
year period

2. What is the interest rate if | pay it off over one year?

-An instalment loan of $3,000 repaying monthly for 12 months in the
province

of Manitoba is an estimated payment is $397.57 (Calculated by an online

system)
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3. Do | need to make monthly payments?

-payments can be monthly, bi-weekly, etc. The payment schedule is
personalized and dependent on the person’s pay stubs.

-payments can be pre-authorized and autornated

4.1f so, how much would they be per month?

-minimum 29.9% of the used amount

5. What information do | need to provide for the loanapplication?
-Proof of income (income cheques/ income statements/ paystubs)
-ldentification (driver’s license, passport, province card)

-Mobile phone number

-Possible additional requirement for proof of address

6. What happens if | cannot make a scheduled payment?

-Must contact Money Mart 3 business days prior to the payment date to
organize alternatives such as skipping that payment or organizing a new
payment plan.

7.Canl complete the loan process online, or do | need to visit a physical
stora?

-Process can be done online through anapp or computer.

Additional Questions:

1. How doesthe loan insurance plan work?

2. Is the cost of insurance also included in the payments calculated on
the website calculator?

3. What does the insurance cover?

4. Can | get an instalment loan without the insurance?
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First call:

I made the first callto 1601 Regent Avenue W, #103

Winnipeg, MB R2C3R3 at 204 663 0600. | introduced myself with my name
and the following script: A little while ago | talked with one of your staff
about a one-year instalment loan of 3000 dollars. | was told to use your
online calculator to get an estimate on the monthly payments and
insurance rates. | have recently learned that there is also a loaninsurance
plan and | just had a couple of questions regarding this.

The employee who answered was incredibly friendly and forthcoming. She
hadno issues or suspicions with my guestions, and provided lots of
information. She referred to me as “my girl” and told me to “ask away”.

| asked her the first question regarding how the insurance plan works. She
said the insurance company that they use is called PSG. If one needs to fill
out a claim, do so either online or print one and bring the form in person.
Money Mart would take care of submitting the insurance contract, PSG
then gets back to Money Mart, and Money Mart will then explainwhat can
or cannot be covered by PSG. She said that usually PSG gets back to them
within 24-48 hours.

| asked her if the cost of insurance is also included in the payments
calculated on the website calculator and she answered in an exasperated
tone directed to the online calculator and said thatyesitis included in the
online calculated payments. She then thanked me for asking because
many people do not know this and they end up paying for insurance
without their knowledge. She explained that on the online application, you
have to specifically look for a button to opt out of insurance but she said
it's hard to find. She explained that in personshe makes sure to tell people
insurance is optional. She also explained that if one opts in forinsurance
and would like to opt-out, they have 30 days to do so to get a refund but,
after 30 days you cannot get a refund but you can opt-out for the rest of the
contract.

For the third question, she explained that insurance covers illness and
major surgery, involuntary job loss (for example if the company one is
employed at goes under or they cannot provide any more hours) and
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insurance covers milestones such as births and retirements. She
explained one client of hers is due to give birth soon and insurance is
currently covering the time between maternity leave and El payments. She
then explained that she hears a lot of yeses and rarely any nos. She saidin
the past week 6-7 people needed insurance and everyone was covered.
The only instance she knows of where insurance would not cover would be
if one was fired with cause.

For the fourth question, | asked to her confirm that one can getan
instalment loan without insurance. She said yes but the online process
does not tell you that this is an option, but she makes sure to tell everyone
thatinsurance is optional.

After the fourth question, | thanked her again and told her that | was a
student who needed an instalment loan of $3000 for September and that |
was doing research to see which plan was best for me. She said that | was
smart to do so and that research is absolutely necessary whenyou're a
student with limited funds. She told me to not hesitate if | have any more
guestions and that she’s the manager and is happy to help.

Calltwo:

I made the second call to 879 Portage Avenue, MB R3G ONB. Phone
number 204-982-3727. | had introduced myself with the following script: A
little while ago | talked with one of your staff about a one-year instalment
loan of 3000 dollars. | was told to use your online calculator to get an
estimate on the monthly payments and insurance rates. | have recently
learned that there is also a loaninsurance plan and | just had a couple of
questions regarding this. The person who answered the phone had an
incredibly thick accent and was struggling to answer my questions. At
times he placed me on hold where | could hear him and his colleague
converse before he was able to repeat the answer. This clerk gave me very
limited and unspecific answers, and told me twice “When [I] come in store
to sign up, [we] will be able to figure out the cost of insurance then”. Not
sure if these vague answers were due to his lack of English skills ora
company policy to provide unspecific answers.
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When | asked him the first question regarding how the loan insurance plan
works, this employee explained that the insurance would cover payments
in case | lost my job or got sick. He then told me | could cancel anytime,
and that the insurance payment is separate from the loan payment. He told
me that the cost of insurance was not fixed and depended on the amount
of what | borrowed.

This clerk was generally unable to answer my second question regarding if
the cost of insurance being included inthe payments calculated on the
website. Here | was told, “When [I] come in store to sign up, [we] will be
able to figure out the cost of insurance then”. | don't think this clerk
understood what | was asking here.

| asked for more specifics on what insurance was able to cover and was
told thatinsurance would cover if | got sick, lost my job, or had any
problems.

| asked my final question regarding if it was optional, which the clerk had
answered inpassing but | asked again and the clerk confirmed the
insurance plan was optional.

Overall Analysis

Money Mart seerms generally unwilling to give specific answers. Seemed
odd that both clerks presented information that varied in obscurity, with
one clerk wholly unwilling to give out information and the other would only
present hypotheticals. Seems that Money Mart wants people to sign up to
their website if they want specific answers.

The fact that both clerks directed me to their online estimation tool, which
provided incorrect estimates, and gave unspecific and hypothetical
answers, is incredibly suspicious.

Only one out of four employees with whom | spoke were forthcoming and
helpful. | can’t help but think this was a general fluke. Perhaps the manager
from the first call regarding the additional insurance questionswas just a
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genuinely nice and helpful person. Maybe because she was the manager
she felt more secure providing more answers, but I'm not sure. She was the
only person | felt | could trust, the only person probably among the number
of people | spoke with for the entirety of this research, but eventhen due to
the sketchiness and unreliability of payday loan centres, my trust would
only go so far.

Easyfinancial

Research, Background and Questions:

Easy to use website, with modern colours and layout. Images of happy/
content people. Easyfinanical offers financial tips and free financial
education next to their loans tab on the website. On their *About us’ tab,
the website says they're “providing everyday Canadians a path to a better
tomorrow, today”. They mention twice that they are useful when banks

(bank loans) are not an option: “YES when the banks say no”. The general
vibe is welcoming, transparent, and hopeful.

| inputted a $3000 loan, with the option of repaying monthly for twelve
months into their online calculator for potential loan payment. Their
estimated monthly payment amount is $394.98. The website said that the
loanamount, interest rate, and payment amount are subject to change
uponfinal loan approval. Interest rates for personal loans are calculated at
34.99%.

| followed the original script and introduced myself as a student who will be
attending community college in the fall and who has a part-time serving job
that makes approximately $225 a week. | explained that | needed a $3,000
instalment loan for September.

| had eight prepared questions to ask:
1. What are your terms for the loan?
2.What is the interest rate if | pay it off over one year?

3. Do | need to make monthly payments?
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4.1fso, how much would they be per month?
5. What information do | need to provide for the loan application?
6. What happens if | cannot make a scheduled payment?

7.Canl complete the loan process online, or do | need to visit a physical
store?

8. Do you check credit scores?

Calls and Answers
Call 1.

| called Easyfinancialat (1-204-515-6435) at 4:00 pm local time, 3:00 pm
Manitoba time. This branch is located at 2579 Main St. Winnipeg, Manitoba
R2V 4W3. The clerk was a woman who answered the phone promptly on
the second ring. | explained who | was and outlined my financial situation,
and asked to speak to someone who could answer a couple of questions
regarding instalment loans as | was still conducting research to see which
company best served my needs. This specific addition regarding ongoing to
see who best met my needs was done so in hopes of inspiring eagerness
and overall willingness to answer my questions.

The first woman | spoke with was friendly and seemed more inclined to
answer my questions. She mistook me as someone who had a student
and/or awork visa- a mistake | later corrected. | believe her willingness to
give me specific answers could be connected to the fact that she spoke
with a foreign accent and might have been a struggling student or worker
herself and empathized with me and my situation.

| asked the first question regarding the terms for an installment loan. She
said Easyfinancial is a high-interest lender and that the average APR ranges
from 29.9 to 46.9 percent.

| asked what the interest rate would be if | paid off a 12-month loan within a
year and she could not answer my gquestion. She said she could not tell
rme, and to apply online for specific answers.
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Regarding the third question, she said payment schedules depend on my
pay stubs. This could be monthly, semi-monthly, or biweekly.

| anticipated that she would not be able to answer the fourth question
regarding how much | would pay per month as she was already unable to
answer my second question. Instead, | pre-emptively asked for a
hypothetical payment plan for my personal understanding. Usingthe
provided info of borrowing $3000 for 12 months, she said the APR would be
44.96% paying biweekly payments of $192.93 and if | paid monthly, it
would be closerto $421. She then explained that taking out $3000 would
have me returning $5000 because their “interest is pretty high”. | asked her
if 44.96% is the average interest rate for this sort of loan, and she said this
rate is what she assumes I'll be qualified for, however after 7-8 months of
good payment history (paying on time and in full) the interest rate could
lower to around 37.99%

Moving on to the fifth question of what sort of information they would
require for the application process, the clerk mentioned that | would have
to apply online, and this application would have links to the information
required. She mentioned needed online banking info and a credit report, as
well asidentification such as a passport or driver's license.

| asked her what would happen if | could not make a scheduled payment.
She said that animmediate $50 NSF fee would be charged to my account.
If | anticipated that | could not make a scheduled payment, | would need to
call ahead and request a differed payment. However, she explained | would
only be eligible for two free deferrals, after that it would cost $50. | could
eventually become eligible for a higher number of free deferrals if they had
a good payment history. When asked for clarification on what “good
payment history” means, the clerk provided the example of if one has
sevento eight months of paying on time and in full and had already moved
payments twice because they had a good history, they would be eligible for
nine free deferrals instead of two.

Moving on to the seventh question the clerk explained the application
process can be done online, but she recommends coming into a branch.



150

12

She then specified that if one’s working schedule conflicted with their
branch hours or if one lives too far away, it would be “perfectly acceptable”
to complete the loan process online.

Finally, regarding the eighth gquestion, Easyfinanical not only conducts
credit checks they also report payments to the credit bureau.

Call 2

| made the second call approximately half an hour later to an Easyfinancial
branch located at 912 Portage Ave, Winnipeg, MB R3G 0P5, 1-204-632-
6040.

The clerk was also a woman with a foreign accent. There was background
noise that reminded me of a call centre. She sounded pleasant but rushed,
perhaps this had to do with the late hour | called (about an hour and a half
before closing time). This employee was unable or unwilling to answer
about half of my guestions.

| asked my opening question regarding terms for the instalment loan, and
she immediately told me that | must apply first to get that information. She
was able to tell me that the terms for the offered APR would depend on
whether | was afirst-time applicant and what | was earning with my part-
time serving job. She did however mention that ideally, an applicant should
be earning $600 bi-weekly, or $1200 monthly.

When | asked about the interest rate if | were to pay it off over one year, she
again was unable to provide a specific answer and instead said the lowest
offered APRis 29.9% with the highest APR of 46.9%.

The clerk answered my third question unprompted and said payments are
dependent on my payday.

The employee was unable to answer the fourth question regarding
payment per month and again referred me to sign up to get specific
information.

| asked my fifth question regarding the information needed to provide for
the loan application and she again told me to sign up and start an
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application, they would then do a ‘soft check’, and they would call me

back.

The most information | got out of this employee was in answer to my sixth
guestion on consequences for a missed payment. She told me verbatim
that my credit would be bad, that Easyfinancial would charge a $50 NFS fee
and my bank would charge $45. This would culminate in almost a $100
charge. She implored me to not miss a payment. This answer was odd as
she did not have the proper information to be able to tell me that my bank
would charge such afee. The combination of using an emotionally charged
voice and using false information was incredibly odd.

| asked my seventh questionwhich she had already answered in
conversation and confirmed this loan process can be done online.

| asked the eighth question regarding if they check credit scores which she
said they do but the ‘soft check’ does not affect credit scores. Another odd
answer thatltook as a nudge to sign up for their services.

Final Short Answers

1. What are your terms for the loan?

-The interest rate varies from 29.9-46.99%.

-APR is calculated by pay stubs and credit history

-Online calculation is $394.98 per month over 12 months for an instalment
loan of $3000.

2.What is the interest rate if | pay it off over one year?

-Unavailable information- one must apply online for specific details.
3. Do | need to make monthly payments?

-Biweekly, monthly, or semi-monthly.

4.1fso, how much would they be per month?
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-In a provided hypothetical, a loan of $3000 for 12 months at 44.96% would
be $421.

-The interest rate is affected by how often one borrows from Easyfinanical
(i.e. if it were someone’s first loan, they would receive a higher APR).

-Interest rate could possibly go down if one has a good payment history
5. What information do | need to provide for the loan application?

-one must subrmit an online application first. Easyfinancial would then
conduct a ‘soft check’, and they would contact the applicant to approve or
deny their application.

-Soft check possibly includes online banking information and a credit
report from a credit bureau*

-If approved, Easyfinancial requires Identification (passport or driver’s
license), pay stubs, and maybe a lease agreement if renting.

6. What happens if | cannot make a scheduled payment?
-$50 NSF charge for missed payments.

-ifone anticipates the need to differ a scheduled payment one needs to
call ahead of time to move the payment date. This can only be done twice;
then, differed payments will cost $50. However, if someone has 7-8
months of good payment history and has already used their two free
payment deferrals, they would likely be eligible for more free deferrals

7.Canl complete the loan process online, or do | need to visit a physical
store?

-Process can be done online or in-store.
8. Do you check credit scores?
-They check credit scores, and they report payments to the credit bureau.

Additional Questions:
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5. How does the loan insurance plan work?

6. Is the cost of insurance also included in the payments calculated on
the website calculator?

7. Whatdoes the insurance cover?

8. Canlgetan instalment loan without the insurance?

Eirst call:

On August 29™, | made the first call to Easyfinancial at 321E Main St.,
Selkirk, MBR1A 1T2 at 1-204-817-8623. |l introduced myself with my name
and the following script: A little while ago | talked with one of your staff
about a one-year installment loan of 3000 dollars. | was told to use your
online calculator to get an estimate on the monthly payments and
insurance rates. | have recently learned that there is also a loaninsurance
plan and | just had a couple of questions regarding this.

| decided to reference the original script stating that | was a student who
needed an instalment loan of $3000 for September and that | was doing
researchto see which plan was bestfor me.

On the first call, | spoke with a woman who sounded very pleasant and
warm. She answered all of my questions with ease.

For the first question regarding how the loan insurance plan works, the
clerk’s answer was a bit disorganized. She stated that the name ofthe
insurance company is LLP and that the insurance plan works by covering
instances of unemployment, illness, injury, and surgery. The insurance
would pay off one’s loan if one is unable to pay for it themselves. She
stated that the insurance company would cover 12 months but it can be
extended up to 42 months if needed.

For the second question regarding if the cost of insurance is included in the
payments calculated on the website calculator the clerk very openly said
yes and calculated the cost unprompted. She said that for a $3000 loan for
12 months at an average of 46.96% monthly payments would be around
$211.

For the third question, | asked for more detail regarding what exactly the
insurance plan would cover. The clerk stated insurance would cover
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sickness, injury, loss of life, and involuntary unemployment. She stated
that LLP covers payments for 12-42 months but would need a record of
previous employment and/ or E.I.

| asked the final question regarding the possibility of getting an instalment
loanwithout the insurance and the clerk said “Oh yes!” and again without
prompt calculated the approximate monthly cost to be around $139
withoutinsurance.

This call was quick, easy and generally pleasant. Atthe end, she
mentioned that | could get started on the loan application right then onthe
phone with her or if | needed more time to think, to do so online.

Second call:

The second call was made to Easyfinancial at 1594 5t. Mary's Rd.,
Winnipeg, MB R2M 3W4 at 1-204-515-3791

lintroduced myself with my name and the following script: A little while
ago | talked with one of your staff about a one-year instalment loan of 3000
dollars. | was told to use your online calculator to get an estimate on the
monthly payments and insurance rates. | have recently learned that there
is also aloan insurance plan and | just had a couple of questions regarding
this.

| decided to reference the original script stating that | was a studentwho
needed an instalment loan of $3000 for September and that | was doing
researchto see which plan was bestfor me.

The clerk immediately took issue with the last statement regarding
researching instalment loan plans. She very carefully guestioned if Iwas a
student researching this for a project of some sort. She sounded
suspicious and concerned. To diffuse the situation, | improvised by stating
“0Oh nono no! lam a student starting in September but unfortunately, | am
not covered for financial aid! I'm just researching to see the best plans for
my personal needs!” | said this with a pleasant, easy tone in an effort for
this clerk to lose her suspicions. | reassured her that | just was confused
and wanted to ask her some guestions. She seemed willing to answer after
this.
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| asked the first question regarding how the loan plan worked and she
stated thatinsurance would cover three main critical situations including
Injury, sickness, and job loss.

When | asked the second question, the clerk was fairly vague and stated
that the online calculator incorporates one part loaninsurance, one part
interest, and another form of interest payment. She said this all very
quickly and then informed me that the payments would be calculated for
me through the loan application process.

| then asked her if she was able to give me more specifics relating to what
the insurance plan covers, however, she simply restated the first answer
and explained it covers accidents and surgery, illness, and job loss.

When | asked the final question regarding if loan insurance was necessary
and if itwere possible to get a loan without it, she said yes but | would have
to pay out of pocket instead of the insurance paying for me. She then said
butitis up to me.

Final additional answers:

1. How doesthe loan insurance plan work?
The Insurance company Easyfinancial uses is called LLP. This
Insurance covers critical situations which inhibit one’s ability to
pay back their loan.

2. Is the cost of insurance also included in the payments calculated
on the website calculator?

Yes, the costof insurance is included in the payments calculated
on the website calculator.

3. Whatdoes the insurance cover?
Instances such as illness, injury and surgery, loss of life, sudden

involuntary une mployment.

4. Can | get an instalment loan without the insurance?
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