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RECOMMENDATION

That City of Hamilton Business Licensing By-law 07-170 be amended in accordance
with the draft By-law attached as Appendix “A” to Report PED16039, which has been
prepared in a form satisfactory to the City Solicitor, by creating a license category for
Payday Loans Businesses, subject to approval of the following:

(& That a $750 Annual Licensing Fee for administration, materials, inspections and
enforcement be approved and added to the User Fees and Charges By-law;

(b) That an additional .25 FTE to enforce and administer the Payday Loans
Businesses License be approved based on 100% cost recovery and with no
additional impact to the tax levy.

EXECUTIVE SUMMARY

At the General Issues Committee meeting of July 10, 2015, staff was directed to
research the feasibility of licensing Payday Loans Businesses to assist in consumer
protection by regulating the requirements to post payday loan interest rates, show
comparative bank interest rates, and information regarding debt counselling.

This Report seeks approval to amend Business Licensing By-law 07-170 to license
Payday Loan Businesses in the City of Hamilton. The amendments to Section 5, Sub-
section (6) of the General Provisions, as outlined in the draft By-law attached as
Appendix “A” to Report PED16039, ensure that license holders pay all the fees of this
Licensing category without combining it with fees of other Licensing categories, if more
than one license is issued to that establishment.
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Approval of the recommendations contained in this Report will require all Payday Loans
Businesses to be licensed by the City with provisions to post their rates and direct staff
of Payday Loans Businesses to provide counselling information to each customer.

Alternatives for Consideration — Not Applicable
FINANCIAL — STAFFING — LEGAL IMPLICATIONS

Financial: In accordance with the provisions of the Municipal Act, 2001, a
Municipality may establish license fees to reflect cost recovery (or less),
but cannot base fees solely on revenue generation or in an effort to
discourage certain types of businesses.

The recommended Payday Loans Businesses Licensing Fee reflects cost
recovery for proactive enforcement, materials and all other costs
associated with this Licensing category.

Staffing: Currently, there are 34 Payday Loan Businesses within the City. As this is
a new Licensing category, additional administration and inspections will be
required to ensure compliance. The requested .25 FTE recognizes the
additional workload and takes into consideration enforcement, both in the
Provincial Courts and Licensing Tribunal. There will be no impact on the
tax levy as the recommended Licensing Fee reflects full cost recovery.

Legal: N/A
HISTORICAL BACKGROUND

In July 2015, Council approved a Motion by Councillor Matthew Green calling on the
Provincial Government to strengthen the protections afforded by the Payday Loans Act
and to assist municipalities in limiting the numbers and locations of these Payday Loans
Businesses.

Council further requested staff to research the feasibility of licensing Payday Loans
Businesses within the City and the requirement for these businesses to post their rates
and supply debt counselling information.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

On January 1, 2007, the Municipal Statute Law Amendment Act granted municipalities
broader powers to pass By-laws respecting matters including:

o Economic, social and environmental well-being of the municipality;
o Health, safety and well-being of persons, services and things the municipality is
authorized to provide that are considered desirable to the public; and,
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o Protection of persons and property, including consumer protection.

There is no authority for municipalities to limit the number of Payday Loans Business
Licences as in other categories such as adult entertainment establishments and
taxicabs, nor is there authority to regulate the rates that these business can charge.
Municipalities only have the authority to limit rates for taxicabs and tow trucks.

The Provincial Ministry of Government and Consumer Services is responsible for the
Consumer Protection Act and the Payday Loans Act which regulate and license Payday
Loan Businesses.

The Province also regulates the interest rates of Payday Loan Businesses, while
municipalities have the authority to regulate and license these businesses to protect
consumers if this is not already done by the Province.

The Ministry of Government and Consumer Services is building on the on-going work of
the Payday Loans Act review to examine broader opportunities to improve consumer
protection for vulnerable indebted Ontarians. This work is on-going.

RELEVANT CONSULTATION

Frank Denton — Ministry of Government and Consumer Services
Tom Cooper — Hamilton Roundtable for Poverty Reduction

Stan Keyes — President, Canadian Payday Loan Association
Legal Services

ANALYSIS AND RATIONALE FOR RECOMMENDATION

The Municipal Act, 2001 gives Municipalities the authority to impose restrictions on
businesses. However, the authority does not include the ability to limit locations, set
interest rates or restrict the number of businesses in a specific area. The exceptions
are Taxi Licenses and Body Rub Parlours.

The proposed Licensing category seeks the authority to license Payday Loans
Businesses in the City of Hamilton with regulations to advertise their lending rates in
comparison to traditional lending facilities and to provide their clients with debt reduction
information and education.

There are currently 34 Payday Loans Businesses in Hamilton that are spread through-
out the City. The majority of them are clustered in the downtown core which is an area
where many of the financially vulnerable population reside.

Payday Loans Businesses are considered by the Poverty Roundtable to be a significant
concern. According to their figures, a $300 loan can accumulate up to $1,638 in interest

OUR Vision: To be the best place in Canada to raise a child, promote innovation, engage citizens and provide diverse economic opportunities.
OUR Miission: WE provide quality public service that contribute to a healthy, safe and prosperous community, in a sustainable manner.
OUR Values: Accountability, Cost Consciousness, Equity, Excellence, Honesty, Innovation, Leadership, Respect and Teamwork



SUBJECT: Amendment to Business Licensing By-law 07-170 to License Payday
Loans Businesses (PED16039) (City Wide) - Page 4 of 5

in a year, equalling a 546% interest rate. This is in comparison to an average credit
card rate of 21% with a cost of $63.

According to the Poverty Roundtable’s research, for every new Payday Loans Business
customer, there are 15 customers who are considered repeat clients. Out of all who
use the service, 55% take out loans to cover routine or necessary expenses, which then
contributes to the cycle of debt and poverty.

The recommendations proposed in this Report will help educate and warn the consumer
of the financial implications of using the services of Payday Loans Businesses, and give
them information to assist in reducing debt and breaking the cycle of debt and poverty.

The Licensing Division has developed two posters for Payday Loans Businesses,
attached as Appendix "B” to Report PED16039, to ensure the consistency of the
message. The By-law requirement to display the posters will be mandatory. Also, in
conjunction with the Poverty Roundtable, the Licensing Division has developed an
educational pamphlet that will be distributed to each borrower. This distribution will also
be a requirement of the proposed By-law for all Payday Loans staff, should the
recommendations contained in this Report be approved. To ensure compliance of the
regulations under this Schedule, the Licensing Officers will proactively inspect and
enforce the provisions of the By-law.

Business Licensing By-Law 07-170, Section 5(4) states that “A person issued more than
one license under this By-law for the same premise at the same time shall only be
required to pay the fee for the license with the highest fee”.

The exception to this Section is authorized in Section 5(6) of the General Provisions of
Business Licensing By-law 07-170 which excludes the Tobacco Retailer License from
receiving this benefit, and this license category must pay the full fee. The rationale
behind the exclusion of the Tobacco License is because of the additional enforcement
that is required to manage this Licensing category.

This Report and By-law make a similar recommendation for Payday Loans Businesses
Licenses to pay the full cost of the License rather than combining it with other Licensing
fees that can be associated with these types of businesses (e.g., Second-Hand Goods
Stores, Pawnbrokers and Jewellery Stores).

ALTERNATIVES FOR CONSIDERATION
N/A
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ALIGNMENT TO THE 2012 - 2015 STRATEGIC PLAN

Strategic Priority #1
A Prosperous & Healthy Community

WE enhance our image, economy and well-being by demonstrating that Hamilton is a
great place to live, work, play and learn.

Strategic Objective

1.1  Continue to grow the non-residential tax base.
1.6  Enhance Overall Sustainability (financial, economic, social and environmental).

Strategic Priority #3
Leadership & Governance

WE work together to ensure we are a government that is respectful towards each other
and that the community has confidence and trust in

APPENDICES AND SCHEDULES ATTACHED

Appendix A: Draft Amending By-law to City of Hamilton By-law 07-170
Appendix B: City of Hamilton Credit Counselling Posters

:KL/cb
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