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OVERVIEW

¢ A long-awaited review after Manitoba has fallen behind industry
practice and consumer protections in other provinces

e Action needed to respond to pressing, persistent problems,
impacting consumers with limited financial flexibility, limited
choice, and inadequate regulator protection

e Consumers Coalition commitment to supporting the Board in
identifying an evidence-based, multi-faceted pathway to
regulatory and policy reform
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OUTLINE

e Consumers Coalition: representing all Manitoba consumers
e Who are payday loan consumers!?
Payday Loans: Why and Why Not?

The Regulatory Landscape

e Evidence-based Pathway: Overview of Evidence
e Recommendations
o Overview
o Access to Mainstream Credit
o Strengthening Payday Loan Regulations & Enforcement
o High-cost Credit Regulation
o Government Cheque-Cashing
o Data Collection
o Information disclosure
o Policy
o Process
e Conclusion
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CONSUMERS COALITION: REPRESENTS ALL MANITOBA
CONSUMERS

e Consumers’ Association of Canada (Manitoba) is an active intervener in
regulatory proceedings representing the public interest. CAC Manitoba engages
directly with the public through consumer research, and with peer service provider
organizations through active advocacy networks.

e Harvest Manitoba is an active service organization addressing food insecurity and
feeding over 100,000 Manitobans each month. Harvest joins the Coalition to
represent the interests of low-income Manitoba households.

e Aboriginal Council of Winnipeg is a community-based, membership driven
Indigenous political and advocacy organization working on behalf of the Urban
Indigenous population in Winnipeg.

e Community Financial Counselling Services brings over 50 years’ experience
guiding Manitobans through financial instability, household debt management and
financial literacy through counselling, coaching, training and policy advocacy.
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WHO ARE PAYDAY LOAN CONSUMERS?

o Why does this matter?

= Consumer demographics & borrowing habits change over time, as do
the nature and use of the credit products at issues.

o As risks change, so too should the protections

o Decisions on regulatory reform will take place at a distance from the
hearing process, but must be informed by the characteristics of impacted
Manitobans

o While payday loan users come from “all walks of life”,' key attributes invite
consideration

! Exhibit CC-16, Presentation by Probe Research, at 5.
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INCOME AND ASSETS

Figure 1: Household income distribution for payday loan (PL) and non-payday loan (INPL)

o Lower income households, but samples using the 2019 Canadian Financial Capability Survey dataset
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o Renters are significantly more likely to access payday loans, even after
controlling for additional factors®

2 Exhibit CC-03, Frimpong and Simpson report at Figure |, p 6.

3 Exhibit CC-7, Frimpong and Simpson presentation, at 5-6; Frimpong, December 6, at 54; Exhibit CC-4, Report by Probe Research, at 5; Exhibit CC-18,
St. Aubin Presentation, at 8.

* Exhibit CC-7, Frimpong and Simpson presentation, at 8-9; Frimpong, December 6, at 56.

> Exhibit CC-7, Frimpong and Simpson presentation, at |7.

¢ Exhibit CC-7, Frimpong and Simpson presentation, at |7.
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SOURCE OF INCOME & EMPLOYMENT

o Woages, salaries, and government income are the primary sources of income for
Payday loan borrowers’

o Payday loan borrowers who were employed more likely to work part-time®

o At least some payday loan borrowers relied on government benefits,” and
payday loan borrowers are more reliant on government benefits than non-
borrowers.'

o In 2013, the PUB found that “while it appears that some payday lenders may be
prepared to lend on the strength of income from social assistance, employment
insurance or child benefit income, the vast majority of funds are being lent to

»ll

employed persons.

o Suggests a shift in the use of payday loans from a source of credit to fill a gap
between paydays, to a last-resort measure for those on extremely low income
to use to meet urgent needs.

7 Exhibit CC-7, Frimpong and Simpson presentation, at |3-14.

& Moore, Frimpong, Simpson, December 6, at 83-84.

° Exhibit CC-18, St. Aubin Presentation, at 8.

' Exhibit CC-3, Simpson & Frimpong Report, at 10.

"' Report of the Public Utilities Board of Manitoba in respect of The 2013 Payday Loans Review (23 September 2013) at p 42.
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DEBT & BANKRUPCY

o Payday loan borrowers have total lower debt'? but are more likely to carry
debt than non-payday loan consumers."

o Increased likelihood of bankruptcy (new data)'*

= A |-unit increase in payday loan consumption raises the likelihood of
bankruptcy by 2.2 percentage points'

o Payday loan borrowers are less likely to access credit cards than non-payday
loan users,'® but more likely to not pay the full amount."”

o Paying above the minimum credit card balance reduces payday loan likelihood
(significant at 1%)."®

12 Exhibit CC-7, Frimpong and Simpson presentation, at | I; Frimpong, December 6, at 57. See also Simpson, December 6, at 82.
13 Exhibit CC-3, Simpson & Frimpong Report, p 14-15, Figure 9.

' Exhibit CC-7, Frimpong and Simpson presentation, at |12; Frimpong, December 6, at 57-58.

'3 Exhibit CC-7, Frimpong and Simpson presentation, at |9.

' Exhibit CC-7, Frimpong and Simpson presentation, at 10; Frimpong, December 6, at 56-57.

'7 Exhibit CC-3, Simpson & Frimpong Report, at p |3, Figure 8.

'8 Exhibit CC-7, Frimpong and Simpson presentation, at |7.



Exhibit CC-26

RACE

o Indigenous Manitobans disproportionately rely on Payday Loans."

o Note also Probe’s finding that of survey respondents who identified as a Person

of Colour (non Indigenous), “only about 2 per cent have ever taken a payday

loan.”?°

'” Exhibit CC-4, Report by Probe Research, at 5, 14; Exhibit CC-3, Report by Frimpong and Simpson, at 29-30.
2 Exhibit CC-21, Response to Undertaking #1 I.
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EDUCATION

o Payday loan borrowers tend to have lower educational attainment®

* Higher education (university) levels reduce the likelihood of payday loan
borrowing (statistically significant at %)

2! Exhibit CC-4, Report by Probe Research, at 5.
2 Exhibit CC-7, Frimpong and Simpson presentation, at |7.
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RESPONSIBILITY FOR CHILDREN

e Payday loan users are three times as likely to be parents.”?

Manitoba PL borrowers are primarily women, aged 30 to 39, with a high school education
or less. They typically live in apartments, belong to four-member households, have children,
and are part of single-earner households (SFS 2019).*

2 Exhibit CC-4, Report by Probe Research, at 5, 14.
# Exhibit CC-7, Frimpong and Simpson presentation, at |5.
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DISABILITY

o Individuals with disabilities are more likely to be installment loan consumers
than those without disabilities”

o Probe’s omnibus survey data shows that 9% of Manitobans who identified as
having a disability have used a payday loan service (only 2 percentage points
higher than the average and not statistically significant).”

2 Exhibit CC-19, Response to Undertaking #9; Exhibit CC-15, Response to Undertaking #8.
26 Exhibit CC-22, Response to Undertaking #12.
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INSTALLMENT LOAN BORROWERS SHARE MANY OF THE

SAME CHARACTERISTICS

o Installment loan borrowers come from lower income households but not the

poorest households?

7

o Installment loan borrowers are more likely to carry over credit card balances

to the next month?®

o Installment loan borrowers are more likely to have declared bankruptcy®

o Installment loan borrowers are also more likely to be renters®

o Installment loan Borrowers are more likely to be financially responsible for

children®'

%7 Exhibit CC-7, Frimpong and Simpson presentation,
%8 Exhibit CC-7, Frimpong and Simpson presentation,
?? Exhibit CC-7, Frimpong and Simpson presentation,
30 Exhibit CC-7, Frimpong and Simpson presentation,
3! Exhibit CC-7, Frimpong and Simpson presentation,

at 20.
at 21.
at 22.
at 23.
at 24.
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WHY PAYDAY LOANS?

...banking redlly is, at this point, a requirement for all Canadians to — to be able to
manage their financial affairs. Some have argued, it's a human right, that banking is — is
a kind of human right because we all need banking. Regardless of income or assets, we
all need income — banking in order to facilitate our — our transactions, to save, to
borrow, and to improve our finances over time.

But what we've seen over many years is banks have been shutting down branches,
particularly in less lucrative places, whether they're rural places.

(...)

mainstream financial institutions, even though they are powerful, they're lucrative, they
are pulling out of the provision of financial services to — to low-income neighborhoods **

This reality leaves many consumers unbanked or underbanked and
needing to access services from alternative financial institutions.

32 Buckland, December 9, at 273-275.
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WHY PAYDAY LOANS? (CONT.)

o Consumers need credit and access payday loans for a variety of reasons:

* Turning to a payday lender often starts with an unavoidable and/or urgent
need (rent, moving expenses, death, illness, job loss, divorce, car repairs,
children’s expenses, etc.).”

= No other sources of credit are feasible**

= Credit is frequently needed on an urgent basis, including paying for rent
and paying for food®

= Ease and convenience®®

| just got myself into — in to debt with credit cards and other things, and a normal loan just wasn't an option anymore.
And the Payday loans were quick and efficient and you worried about it afterwards.’’

33 Exhibit CC-16, Presentation by Probe Research, at 6; Exhibit CC-4, Report by Probe Research, at 5, I5; Exhibit CC-18, St. Aubin Presentation, at | I.
3 Exhibit CC-16, Presentation Probe Research, at 8; Exhibit CC-4, Report by Probe Research, at 5, 16. See also Moore, Mr. B., December 12, at 680-
681.

3 St. Aubin, December | 1, at 551-552; Moore, St. Aubin, December | |, at 576; Exhibit CC-4, Report by Probe Research, at 5.

% Exhibit CC-16, Presentation Probe Research, at 8, 17.

% Ms. R., December 12, at 642. See also Moore, Mr. B., December 12, at 680-681.
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BARRIERS TO MAINSTREAM SERVICES LEAVE LITTLE
CHOICE

o Consumers may be unable to access credit for a wide variety of reasons:*

* Credit rating

= Collateral

* Income

= Geographic access
= Stigma

I”39

o Payday Loans are a “necessary evil”>” when urgent needs for credit arise

“participants really suggested a number of things that might help them manage their
Payday loans, but not necessarily a wish to not have Payday loans available at all.”**°

“— there wasn't this sense of, you know, this is evil or I'm - it's predatory. It was a sense
of this is a service that | wish | didn't need, but I'm glad is there, if that makes sense *'

38 Exhibit CC-18, St. Aubin Presentation, at 9; Exhibit CC-8, Buckland, Spotton Visano, Robinson Presentation, at 3.
¥ PUB(CC) 1-4

“ Welch, December |1, 2024, at 476.

* Welch, December |1, 2024, at 499.
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WHY NOT PAYDAY LOANS?

o High risk product causing debt cycles* often resulting from inability to pay in
full all at once, and from broader financial exclusion issues®

So, you get the Payday loan and then payday rolls around and you got to pay that Payday loan back plus the
interest. Now you're short that amount to cover bills, so you go to a different lender and you get a Payday loan
from them because you can't go to the same Payday loan company because you need a seven (7) to eight (8) day
break in between. So that's why you just jump around to different lenders. And, yeah, | would just go back and
forth, just giving my money away.**

It's a snowball. You get stuck. You — you're in the “You can’t do it just once.” One loan leads to
loop. You're in the cycle.”’ another, and many borrowers end up juggling
multiple loans at the same time.*®

...when it came time to pay the loan and that interest hit, | was in shock. And then | would pay that off and have
to go back to get another loan to pay, you know, bills that fell behind because of the initial loan. And then you'd
just get into a vicious cycle.”’

“2 Welch, December | |, 2024, at 462-463; Exhibit CC-4, Report by Probe Research, at 5, 18; Exhibit CC-18, St. Aubin Presentation, at 14.
“ Buckland, December 9, at 154-156.

*“ Mr. T., December 12, at 638.

4 Welch, December | |, 2024, at 462-463.

“ Exhibit CC-16, Presentation by Probe Research at 10.

" Mr. T., December 12, at 623.
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WHY NOT PAYDAY LOANS? (CONT.)

o High-cost product, resulting in consumers using a variety of tactics to pay off loans
leading to significant impacts, including lower amounts of funds available:*
“The only way to get out of the rut is to go without. If you are paying $50 for the money, it has to come out of your

budget for other things — and that, almost always, ends up being food. Your utility payments are always the same.
Food is your most flexible expense, even with the cost of food being so high.”*

o Some confusion regarding comparing different credit products™

“There is mixed understanding of the terms and conditions, fees and “interest rates™ associated with payday loans.”'

o Risks associated with online lending,” including incentivization and gamification of
payday loan, which may lead to consumers taking out more loans than they may need™

o Shame, anxiety, feeling out of control**

great difficulty trying to pay those off, and then catch up. As soon as you get a Payday loan, sure, you got the money
at that time, but you're instantly behind on your next paycheque, and then, you know minus — or plus the interest. It —
it just takes months to pay back.>®

8 Exhibit CC-4, Report by Probe Research, at 20-21; Exhibit CC-18, St. Aubin Presentation, at 12. See also Mr. B., December 12, at 649.

* Exhibit CC-16, Presentation by Probe Research, at 12. See also Exhibit CC-4, Report by Probe Research, at 6.

3% Exhibit CC-4, Report by Probe Research, at 23.

5! Exhibit CC-16, Presentation from Probe Research, at |3.

52 Exhibit CC-16, Presentation from Probe Research, at |8.

53 Exhibit CC-16, Presentation from Probe Research, at 18; Exhibit CC-4, Report by Probe Research, at 32-33. See also Mr. T., December |2 at 662.
** Exhibit CC-4, Report by Probe Research, at 28-29. See also Mr. B., December 12, at 649.

5 Mr. T, December 12, at 626-627.
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“POVERTY TAX”

So, folks are basically either
locked out or have limited
access to credit. And then this
leads them to go to a high
interest lender like a Payday
lender or others... these fringe
bank financial services. And then
this leads them to pay more for

56

Non-bank credit provides small
loans at higher prices to fill gap

* Demand for payday loans and other high-cost cre\dit
from “Canadians who are denied credit from
traditional banks” (CCFA submission, p.5)

services... It's not helping L Annual
people to deepen their financial e Non-bank creditincludes Income: Income:
ab’l’ty It'S hot he’P’ng them to . Cheque_cashing $28!000 $82!000
save money. It's not helping them « Payday loans | rﬁI;T::tl* i rﬁ';':::tl*
to build credit...it's a dead-end. « Installment loans ozl
And ﬁnally, the relationship can e Pawn loans payday credit card
for some lead to a debt trap.’’ « Rent-to-own contracts loan: balance:

» Buy-Now-Pay-Later contracts $442 $105

3¢ Exhibit CC-08, Spotton Visano et al presentation at p 4.
%7 Buckland, December 9, at 154-156.
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“POVERTY TAX” (CONT.)

58

Problem 2: Consumers pay significantly more to borrow
from high-cost (non-bank) lenders

— G
No access to Borrow

bank credit from high-
N
ﬁ Housing

cost lender
insecurity
“It feels like we’re
Food being punished

insecurity for never having

Fﬁ enough money”*
)

Debt trap

%8 Exhibit CC-08, Spotton Visano et al presentation at 5.

20
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THE REGULATORY LANDSCAPE: MANITOBA PAYDAY

LOANS

Criminal Code prohibition on interest rates exceeding 60%, reducing to 35% APR
on January |, 2025.

Exception to the Criminal Code prohibition for “Payday Loans” of less than $1500
due in fewer than 62 days where Provinces have regulated total costs of borrowing.

Manitoba imposes:

(®)

(®)

(®)

Licenses for lenders

Maximum fee of $17/$100 borrowed

Loan cancellation rights

Maximum loan amounts as a proportion of borrower income (30%)
Rights and protections for default and collections

Repeat borrowing rules limit total cost of capital to 5% of principal on loan
extension or renewal, or on new loans within 7-day waiting period

21
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THE REGULATORY LANDSCAPE: FEDERAL INTERVENTION

o In force January I, 2025:>’

* New Criminal Code maximum interest rate of 35% APR
= Exemption for “payday loans” of up to $1500, terms < 62 days

o Regulatory Proposal for a minimum term length of 42 days.®

*® Criminal Interest Rate Regulations, SOR 2024-1 14. Coming into force January |, 2024. See s. 4. See also Order in Council 2024-0631.
% Government of Canada, “Legislative Proposals Relating to the Criminal Interest Rate under the Criminal Code” (9 August 2024), online:
https:/fin.canada.ca/drleg-apl/2024/ita-lir-0824-I- | -eng.html

22
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THE REGULATORY LANDSCAPE: HIGH-COST CREDIT
PRODUCTS

o An arbitrary distinction, set in legislation

So, what's the difference? Well, the difference is one (1) day and one dollar ($1) maybe; it would be difficult to
specify. And | guess this is a reasonable division, that the criminal rate of interest applies to these bigger, longer loans
because the cost of setting them up is — is not — you know, is much less per dollar of loan, and so it becomes
reasonable to do that. But, again, ideally, if it was all run through the banks, of course, this wouldn't be a problem;
there would be no particular issue here. They'd all be subject to the — to the criminal rate of interest. But from
Manitoba's point of view, you actually can't do anything, | guess, because you can't - you can't change the federal
legislation. And the federal legislation has separated the two (2), so you're kind of stuck.®’

o Compared to Payday Loan Regulations, High Cost Credit Regulations provide
uneven protections from the same risks, where comparable needs and
interests are at stake

¢! Robinson, Buckland, December 9, at 21 1-212.
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THE REGULATORY LANDSCAPE: HIGH-COST CREDIT
PRODUCTS

o Lender licencing requirements
o Loan cancellation rights

o Loan information disclosure

Although the same consumer needs and interests are at stake, material gaps
exist between regulation of payday loans and other high-cost credit
products.

24
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OVERVIEW OF EVIDENCE: PATHWAY TO REGULATORY
REFORM

Coalition evidence throughout the proceeding was complementary and
consistently identified themes, issues and solutions.

The Consumers Coalition relies heavily on its independent experts’ evidence in
submitting its recommendations to the PUB.

25
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DR. FRIMPONG & DR. SIMPSON: QUANTITATIVE ANALYSIS

o Collaborative team combining significant experience and a fresh
perspective

o Impartial analysis corroborated findings across multiple Government of
Canada datasets

o Small Manitoba sample size limits comparison of local experience against
the rest of Canada, does not undermine findings based on the Canada-
wide dataset.

“DR. WAYNE SIMPSON: - and it's a small sample. So, you suspect in a larger

sample it would — it would look more like the rest of Canada than this one does.”

2 Simpson, December 6, at 97.

26
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BUCKLAND, ROBINSON, SPOTTON VISANO: TRIO OF
LEADING EXPERTS

o Experience and research relating to payday loans, alternative financial
products and financial inclusion make them leading experts in Canada

o Large volume of information including:
" literature review;
= the political economy context of Manitoba’s payday lending industry;
= jurisdictional scan of government intervention;

= business analysis of the regulation of payday lending and other
alternative financial services with a focus on Manitoba and Canada;

and
" joint recommendations

o Application of experience both in Canada and in other jurisdictions

27
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PROBE RESEARCH: THE MANITOBA EXPERIENCE

o Voices of Manitoba consumers
= Survey
" Focus groups

o Valuable insights into:
" Drivers of payday loan use.
= Repayment experience.
= Effects on finances

" Ways to improve the experience and impacts

28
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ZOE ST. AUBIN: ON-THE-GROUND INSIGHTS FROM
COMMUNITY-BASED ORGANIZATIONS

o Community-based organizations work with clients every day and are
acutely aware of the challenges to mainstream banking, the needs leading
to the use of high-cost credit products and the impacts of alternative
financial products on their clients.

= Given their day-to-day contact with clients, recommendations for
regulatory and policy reforms are valuable.

o Reminder of population supported by community-based organization
participants:

" most barriers including low or limited income and difficulties in
accessing mainstream banking.

29




Exhibit CC-26

CONCLUSION RE OVERVIEW OF EVIDENCE: SIGNIFICANT
WEIGHT TO BE GIVEN TO CONSUMERS COALITION
EVIDENCE

o Key issues, findings, priorities, and solutions introduced and consistently
reinforced

o Consumers Coalition experts:
= provided pre-filed evidence,
* responded to information requests,
= were available for direct evidence and cross-examination, and
= provided responses to undertakings, where possible

o As a result, significant weight should be given to Consumers Coalition
evidence and recommendations.

30
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CCFA SUBMISSIONS: LESS WEIGHT TO BE AFFORDED

o The Canadian Consumer Finance Association (CCFA) was unfortunately
not an intervener in this proceeding.

o The CCFA filed a brief submission.

o Significantly less weight should be afforded to the CCFA submission due
to:

= Mistakes, as noted by Dr. Robinson;*’

* No opportunity to test the evidence presented through information
requests or cross-examination.

¢ Robinson, December 9, at 230-237; Exhibit CC-17, Response to Undertaking 6, at 5-8.
31
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RECOMMENDATION OVERVIEW: THE “BLENDED

APPROACH”

Policy Recommendation

First best option: H

* Ensure all people in Manitoba have access to fair,

institutions

Second-best BLENDED option:

* Promote affordable mainstream credit alternatives

» Tighten payday lending regulations

* Increase enforcement of unlicensed payday lender.
pawnshops, installment lenders

affordable, suitable credit from mainstream financial

B

64

e Prioritize removing barriers to affordable credit, complemented by stronger
protections and improved enforcement in today’s marketplace

¢ Exhibit CC-08, Spotton Visano et al presentation at |0.
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RECOMMENDATION: IMPROVE ACCESS TO AFFORDABLE
MAINSTREAM CREDIT

o Manitoba to improve access to affordable, small-value credit through
provincially-regulated Credit Unions. Creative solutions might include:

= $500 no-fee overdraft amount included in low-barrier basic banking
services®

o Manitoba to support programs addressing barriers to accessing financial
services, including those conducted by Assiniboine Credit Union in
partnership with community organizations:*

= Saving Circles
* Individual Development Accounts

" Inner City Home Buying Plan

These are long-term goals, to be complemented by short-term solutions

¢ Brenda Spotton Visano, “Submissions to the Public Utilities Board...” (2024), Exhibit CC-2, p 4
¢ Sheppard-Luangkhot, December 9, 2024 at 389, 395, 397.
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RECOMMENDATION: PAYDAY LENDING RATE CAP

e Lower the maximum fee from $17 to $14 per $100 borrowed®’
o Federal government regulations will impose this rate on January |, 2025.%
o Dr. Robinson’s analysis demonstrates industry is sustainable at $14 per

$100, even adopting the mini-installment loan model.*’

e With better data collection, a fee cap lower than $14 may be justifiable at the
next PUB review hearing.”

¢7 Buckland, December 9, at 3 16; Exhibit CC-8, Buckland, Robinson, Spotton Visano Presentation, at |3.

%8 Criminal Interest Rate Regulations, SOR 2024-1 14. Coming into force January |, 2025. See s. 4. See also Order in Council 2024-0631.
¢ Exhibit CC-17, Response to Undertaking 6; Robinson, December 9, at 237-239.

7% Robinson, December 9, at 315; Buckland, December 9, at 316.
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RECOMMENDATION: PAYDAY LENDING REPAYMENT
PERIOD

e Manitoba should impose a minimum repayment term of 42 day, over which
period the loan would be repaid in installments.”’
o Alberta has implemented this loan structure,’” and experience shows
“dramatically” reduced default rates.”
e Canada has issued a Legislative Proposal that includes this change,”* but
Manitoba should implement a 42-day minimum term regardless of federal
government action.

| would say it would definitely be helpful.”?

Restructuring the Payday Loan would reduce payment amounts, ease loan repayment
and reduce need to renew or supplement loans with additional credit sources.

I Robinson, December 9, at 237-239; Exhibit CC-17, Response to Undertaking 6; Exhibit CC-8, Buckland, Robinson, Spotton Visano Presentation, at 16.
72 Consumer Protection Act, RSA 2000 c C-26.3, s 124.3.

73 Robinson, December 9, at 174-175.

7* Government of Canada, “Legislative Proposals Relating to the Criminal Interest Rate under the Criminal Code” (9 August 2024), online:
https:/ffin.canada.ca/drleg-apl/2024/ita-lir-0824-I- | -eng.html

> Mr. T., December 12, at 708.
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RECOMMENDATION: BORROWING LIMIT

e No changes should be made to the borrowing limit set at 30% of net pay™

The [...] behavioral signal, is already there. It says, [...] You shouldn't be borrowing too much,
right? So... we all agree there's no point in changing this. This is not going to help or harm
consumers particularly.””

A delicate balance between constraining access to high-cost credit in favour of safer
alternatives, and preserving access to adequate credit for those facing barriers when
urgent needs arise.

76 Exhibit CC-8, Buckland, Robinson, Spotton Visano Presentation, at |5.
”7 Robinson, December 9, at 178.
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RECOMMENDATION: PAYDAY LENDING REGULATIONS
ENFORCEMENT

Complaints-based enforcement system should be found inadequate.”
Consumer Protection Office (CPO) should conduct active and direct enforcement
of payday loan regulations, including and specifically of online lenders.”” These should
include investigations,® retail-based research (mystery shopping),’' power to impose
penalties,” and training for CPO staff relating to enhanced responsibilities®
CPO can conduct specific research into:

o Unique risks posed by online lenders and applications and their practices

o Incentivization and gamification of payday loans®

o Protections for consumers from NSF fees resulting from automatic

withdrawals®

CPO should also be responsible for public awareness and education about risks

78 Buckland, December 9, at 156-157. See also Spotton Visano et al presentation, CC-08, p 17-20, and Report, CC-2, at p 6, Recommendation 5.
7 Exhibit CC-8, Buckland, Robinson, Spotton Visano Presentation at 17-19.

80 Buckland, December 9, at 181.

8 Buckland, December 9, at 183.

8 Buckland, December 9, at 184.

83 Buckland, December 9, at 184.

8 For example, Probe Research Report, CC-04 at p 32. See also Payday Loan Regulation, Man Reg 99/2007 at s. 15.6(1)(f).

8 Kapitany, Ms. R,, Mr., B., December 12, at 695-699. See also Payday Loan Regulation, Man Reg 99/2007 at s. 15.7.
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RECOMMENDATIONS: STRENGTHENING ONLINE LOAN
PROTECTIONS

e The Coalition recommends that the PUB reiterate the following Coalition
recommendations to Government adopted in its 2016 Report:®

o Inform the public about privacy safeguards and requirements when using an
online payday lender, their online privacy rights (including what information they
do not have to provide to online payday lenders), and the risks of providing
personal information to lead generators and unlicensed lenders.

o Require online lenders to implement discernible measures to ensure that their
privacy policies are read and understood by consumers.

o Encourage licensed lenders to report unlicensed lenders and lead generators.

o Publish a list of licensed payday lenders (brick-and-mortar and online) on their
website.

o Pursue reciprocal agreements with other jurisdictions for enforcement against
lenders not licensed here (see e.g. Section 163 of the Consumer Protection Act)

. Investigate the feasibility of publishing a “warning” regarding the potential for
unlicensed lenders on when consumers search for payday loans online.”

8 Public Utilities Board, “Report on 2016 Payday Loans Review” at p 72.
8 Buckland, December 9, 2024 at 345-346
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RECOMMENDATIONS: HIGH-COST CREDIT PRODUCTS
REGULATION

e Require the cost of credit insurance and all other fees to be included in the total
cost of credit in all contracts for the determination of the interest rate meeting the
limits under the Criminal Code.®®

e Consumer Protection Office (CPO) should conduct active and direct enforcement
of regulation and law relating to high-cost credit products (i.e. the High-Cost Credit
Products Regulations and The Criminal Code).” These should include:

o Investigations

o Retail-based research (mystery shopping)

o Power to impose penalties

o Training for CPO staff relating to enhanced responsibilities

e High-cost credit product regulations should be subject to the same 3-year review
process as payday loan regulations

o As far as is practicable, protections for high-cost credit products should be
consistent with Payday Loan regulations

8 Spotton Visano et al presentation, CC-08 at p 22.
8 Exhibit CC-8, Buckland, Robinson, Spotton Visano Presentation at 17-19.
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RECOMMENDATIONS: GOVERNMENT CHEQUE-CASHING

e Uncapped fee structure (flat fee + % of cheque value) is inappropriate in given
the purpose of the service and the circumstances of those who rely on it.”
e These costs should not be passed on to consumers.

e Coalition recommends that government pursue an arrangement with cheque-
cashing services to cover costs associated with cashing benefit cheques.

e Of the two recommendations on the record, the Coalition prefers the proposal

identified in the St. Aubin report (flat fee, no %)°' over the B.C. and Ontario

models referenced by Dr. Spotton Visano et al.”

e CPO should educate public about availability of no-charge cashing services
through credit unions.

MS. KARA MOORE: And what are your thoughts on the fees that are charged there?

MR. T.: Just way too much. Too many fees. Like, they're too high.”?

0 Kapitany, St. Aubin, December | I, at 589-590.

’' CC-02, Report of Zoé St. Aubin at p 21.

2 PUB(CC) I-I. See also Robinson, December 9, at 193.
3 Moore, Mr. T., December 12, at 664.
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RECOMMENDATIONS: DATA COLLECTION

e Data collection:

| Aggrogated Data

o More robust data collection on payday | B i it

L Tatal$ loanolame

lenders and other high-cost credit

products. Manitoba should collect: e
= Same data as collected by British e ot mergs s

i Aueragedt of Lnans per Bormower

Columbia94 s Total$ of Leans Initially D efautted

0 % of Toial Loans initaly Defaubed
n L d t‘ t 11 Tatals of Leans Ultim stehy Written OFF
en er opera Ing Cos S 1z % of Total Loans Ultimately Wontten OFF
. . . 13 #of Lcenced Locations (HO., Branches B Onlne Only |
" Basic borrower socioeconomic data  ...iicoieioon
. 15 #olLicened lotations (OnlineOnly}
(| ncome, age, etc.) J Tota loan\Volane (Onine O
17 Total$ Costof Borowing [Online Only)
& #of Indwiduals with 1 Loan Only during Year
7 #of Indwiduals with 2105 Loans during Year
2 W of Indwiduals with & 1010 Loam: during Fear
1 #ofindwidials with 11ta 15 Loans duning Year
12 # of indwidials with Mare than 13 loans during Year
23 W Of Loand-30 10 3500 Loan Arsunl
2 #of Laans-5501 1o 51000 Loan Amount
2= #f of Loans-51 501 to 51, 500 Loan Amount
% i ot Policies 50k Fayment Defauk insurance
17 S of Premvums Earned on Oefau it Insurance
28 Awg SAmount of All Loars ssusd-perlocation

2 Awg S Amount of All Fess Earned on Loans-per Location

% See Appendix 5C of Dr. Robinson’s report (Exhibit CC-08). See, for reference, Consumer Protection BC’s guidance for Payday Lenders’ reporting
requirements here: https://www.consumerprotectionbc.ca/get-keep-licence/payday-loans/report-your-aggregate-data/
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RECOMMENDATIONS: INFORMATION DISCLOSURE

e Information disclosure requirements are relatively comprehensive’ but virtually
silent on presentation

e Key loan facts must be clear, intelligible, and prominent

e They must be presented and explained at the time of borrowing, and readily
accessible throughout the term of the loan.

e Consumers should have the details of the loan products more clearly presented
at time of borrowing, in a standardized manner.

% Payday Loan Regulation, Man Reg 99/2007 at s 14; High Cost Credit Products Regulation, Man Reg 7/2016 at s | . See also The Consumer Protection Act,
CCSM ¢ C200 at s 249(2)
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RECOMMENDATIONS: INFORMATION DISCLOSURE
(CONT’D)

e CPO to consider requiring a clear, visual warning label

e “Financial Facts” presents the right information; graphic should be more

compelling.

...if you go into a brick-and-mortar
place to get a loan and they print out
that contract, there should be a
pamphlet with all the information
attached to that contract on the front
page. And, you know, | think people
would think twice about Payday loans
at that point.”’

% PUB-09, p 2.
% Mr. B., December 12, at 707.

The loan value and the number
of payments for this specific

loan is stated here

Loan payments are averaged to
illustrate how monthly payments
are allocated between principal,
fees and interest

The monthly payment is broken
down to demonstrate how much___|
is paid towards the principal,
loan fees, and interest

The annual percentage rate/
(APR) is the annualized total cost

of the loan that includes
interest and total fees

The interest rate used to
calculate the loan payments

Financial Facts

Loan value $1,000

18 monthly payments
I
A g Per P

Fees & Interest $7

Principal $55
% of Monthly Debt Budget *

Monthly Payment $62 14%

Principal $55

Loan Fees $3

Interest $4
APR 14% + Total Fees $50
InterestRate8% - TotalInterest 568
Late Payment $15 « [SISIESIISINEN

* Percent of Monthly Debt Budget value is based on the
loan payment divided by the recommended consumer
debt-to-income ratio of 15 percent, using a $3,000
after-tax monthly income level, Debt budget will vary
according to your income level,

Income levels: $2,000 $3,000 $4,000 $5,000 $6,000
Debtbudget: $300 5450 $600 $750  $900

Numbers rounded to nearest dollar.

96

The financial facts label
introduces “% of Monthly Debt
Budget” for borrowers to
consider the loan’s monthly
payment on thier monthly
cash flow based on the
recommended
debt-to-income ration of 15%

Indicates the portion of the
monthly debt budget used
by loan payment

The total cost of the loan
equals fees plus interest

——Total paid equals the total cost

of the loan plus the principal

\ The debt-to-income ratio uses

the after-tax monthly income
of $3,000 which is about 70%
of the U.S. median household
monthly income.
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RECOMMENDATIONS: POLICY

e The Manitoba Borrowers' Financial Literacy Fund should be reinstated.

e Manitoba should support Credit Unions and community-based organizations
promoting financial empowerment’ to improve programs geared toward
enhancing financial literacy, access to government benefits and programs
promoting savings incentives, such as targeted investments in TFSAs and RRSPs
for low-income individuals, in order to enhance financial security.

e Ban credit insurance on any loans to persons whose primary source of income
supporting the loan is from any form of government assistance or pension'®

% The Consumer Protection Amendment Act (Payday Loans) established the Manitoba Payday Borrowers’ Financial Literacy Fund in 2009 “for the purpose of
funding, or supplementing the funding of, programs designed to improve the financial literacy of borrowers and potential borrowers of money under
payday loans.” The applicable Regulation (Man Reg 12/2011) imposed a $500 levy for each licensed location, due at each issuance or renewal. All was
repealed in 2013 (SM 2013 c 45, cl 19(b).

%7 Exhibit PUB-08 suggests that “Financial Empowerment” can be understood as efforts to improve the financial wellbeing of Manitobans living on low
levels of income.

1% Spotton Visano et al, CC-08 at p 5, Recommendation 2.
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RECOMMENDATIONS: PROCESS

e PUB should recommend that payday loans, high-cost credit products and
government cheque-cashing reviews continue to take place every three years,
given ongoing changes in industry and consumer practices.
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CONCLUSION: TIME FOR MANITOBA TO CATCH UP

e This PUB review presents important opportunities for
Manitoba:

o to “catch up” to industry and peer jurisdictions

o to be guided toward balanced, strong, effective regulatory
protections for consumers facing barriers to affordable
credit and mainstream financial services

O to recognize that its narrow focus on payday loans leaves
consumers vulnerable to widely-available, insufficiently
regulated high-cost credit products.
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THANK YOU!

COMMUNItLY HYARVEST

Financial Counselling Services

[,

ABORIGINAL COUNCIL
OF WINNIPEG

Y

AN
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