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INTERVIEW WITH STAN KEYES, CPLA 
JOHN GORMLEY (CKOM-AM): Now I want to spend a little time now, and we're going to start with an interesting guest with a perspective on this and then we're going to get you, you can talk to our guest and then we're going to continue with some calls after. It deals with the whole issue of payday loans. Now, you might remember, if you are a regular, if you're a regular listener to the aforementioned radio program, the class-action lawsuit that was filed some time back in Calgary over the whole issue of payday loans.

Now, these are loans, and my guest is going to explain precisely how they work, but essentially credit is extended and they are generally pretty small amounts of money, to tide somebody over until payday, from payday to payday, and rates of interest are charged and essentially between the fees and the interest rates, the criticism has often been that the annualized interest rate for one of these little payday loans exceeds the 60 per cent that's prohibited in the Criminal Code as a so-called criminal rate of interest.

Well, Ottawa has recently moved to allow the provinces to regulate individually the payday industry and in Saskatchewan, we're a little different. We do have a thing called the Trust and Loans Corporation Act that moves in to regulate some of this, but a lot of people have said all along that they've got a real problem with the roughly 1,350 payday loan companies operating across the country. 

Now, about 850 of these are members of what's called the Canadian Payday Loan Association and this is the advocacy and lobby group for the sector say they want laws. They want laws to regulate payday loan companies.  

Stan Keyes is the President of the Canadian Payday Loan Association.  You will know Stan Keyes as a member of Parliament of longstanding. He was a broadcaster before that, a member of the cabinet during the liberal times and now, he represents the Payday Loan Association.

Stan Keyes in Toronto, welcome aboard.

STAN KEYES (President, Canadian Payday Loans Association): Good morning, John. Thanks for having me on News Talk 650.

JOHN GORMLEY: Now, tell me a little, if you would, about the move that this federal legislation, Bill C-, what was it called?

STAN KEYES: C-26.

JOHN GORMLEY: C-26, which will devolve to the provinces the ability to regulate payday loan operations.

STAN KEYES: That's correct. The good players, the respected and responsible lenders that are part of the Canadian Payday Loan Association have actually been making a request for a considerable length of time now, close to three years, that this industry be regulated. 

And we took our pleas to the federal government and it was the Conservative government that acknowledged that something had to be done about the payday loan industry, and so what they did was the Justice Minister Vic Toews moved Bill C-26 and what that does is carve out from the Criminal Code, Section 347 of the Criminal Code having to do with maximum interest rates, etc., for financial institutions and loans. 

It carves it out of the Criminal Code and says look, this is not going to be a federal responsibility any longer. We are divesting this responsibility to the provinces in Canada.

So there are two requirements.  That the provinces move legislation on payday loans and they come to terms in regulating how much is charged for those payday loans. In other words, the fees and interest rates.

So once the provinces do that, they get permission from Ottawa and they have complete regulatory authority over the industry.

JOHN GORMLEY: Stan Keyes with us, President of the Canadian Payday Loan Association. So how does it come out, Stan Keyes, that when people factor in present fees and interest rates, they often charge that even the respected members of your group are charging hundreds of per cent interest on an annualized basis?

STAN KEYES: Well, therein... I always have to explain to individuals, as you can imagine, this has been a very maligned industry and much of that comes about as a result of it being so misunderstood. You can imagine if I lend you 100 dollars, John, for the week and I charge you $1 in interest on that week, that amounts to 107 per cent interest. That's outrageous, 107 per cent interest on my 100-dollar loan. But I've only charged you $1.

You see, an annualized percentage rate, or an annual percentage rate, or APR, as you see on all kinds of advertisements, etc., even for cars when you're buying a car, is the wrong measure and completely inaccurate and, frankly, useless to the customer of a short-term loan.

When I go to a hotel and I say I would like a room for the night, how much does it cost, they wouldn't respond that'll be 55,000 dollars a year. They respond with it'll be 150 dollars for the night.

So the lender charges less than 60 per cent interest as per the Criminal Code, but the Criminal Code but the Criminal Code also says that you must not only have your interest, you must also include all your charges and fees. So a responsible lender charges about $1.15 interest for a one-week loan of 100 dollars over eight days.

The transaction fee is about 19 dollars.  Now that transaction fee, of course, means you're paying for your staff, your overhead, your operating costs, the costs of borrowing capital. You're buffering against the bad debt that you'll also have to be paying for. So it comes out to about 19 dollars. So therefore, you're about 20, 21 dollars to borrow the 100 dollars for eight days.

So what the respected, responsible lenders of the CPLA, the Canadian Payday Loan Association, were looking for the provinces to regulate an interest rate and the fees so that a customer can see that it's going to cost them this much money to borrow 100 dollars all in.  And that's what the provinces have the opportunity to do now, and that is set that fee for borrowing 100 dollars for a week.

JOHN GORMLEY: I'm not entirely sure who has the complaint because in the past we have done shows on payday loan companies, the class-action suits and the things that have been going on and a lot of people who borrow the money say, look, I know what it's going to cost me. It's 20 bucks 100.

STAN KEYES: Right.

JOHN GORMLEY: So do you get complaints from people who are regular users of these loans?

STAN KEYES: We don't get complaints from the regular users because they know the difference between the good players in the industry, those who are responsible and respected, and also have a number of other financial instruments rather in their stores like cheque cashing, foreign exchange, money orders, Western Union wire service, etc.

It's these players who came together and created the association in essence to separate themselves from companies out there which are not interested in consumer protection or even nurturing a viable industry but are instead out there to make a fast buck and are gouging the consumer.

The majority of those who will go to a payday loan outlet, many of them are new customers but they always watch for the lender who for example displays our Payday Loan Association sticker because they know that they are being a) treated respectfully, that their contract is clear, that it outlines all charges, and that if there is a complaint, they have somewhere to turn to and that is the independent ethics and integrity commissioner under the auspices of the Canadian Payday Loan Association.

But you know, when you think about one and a half to two million Canadians who use this service, there is a stigma attached to it and it's somewhat unfair to think that a payday loan customer, boy, they must be on hard times and they don't understand what it means to borrow money, etc. But a payday loan is not a form of revolving credit. It's designed to help customers with those one-time, unanticipated expenses that come along.

JOHN GORMLEY: But you have a line of credit though, Stan. You could essentially prime plus two or three and you don't have to use it all the time. It's there for contingencies or emergencies. 

STAN KEYES: Yes.

JOHN GORMLEY: So clearly, there must be a different type of borrower here than you think of a traditional bank customer.

STAN KEYES: You are absolutely right and the borrower, we did some polling by Environics, for example, who laid out the characteristics of the payday loan user, and these are individuals who have moderate incomes averaging about 41,500 a year.  They are young and more likely to be single.  They have other options available to them. Like you say, a line of credit or a credit card.  But only 21 per cent of them said they had no other alternative source of borrowing.

So I guess what they are looking for is convenience, the convenience of attaining a loan that can be readily paid back. In fact, 53 per cent of those who were polled averaged a loan of 280 dollars over ten days.  Fifty-three per cent of them were individuals who indicated they used the service because of its convenience; 25 per cent because they could get the money quickly and fast and because they needed the money right away. And 28 per cent said they did it because of the company, the lender's convenient locations and hours of business, etc.

So you know, a good percentage of those who take out these loans do it for the sake of convenience.

JOHN GORMLEY: Stan Keyes is the President of the Canadian Payday Loan Association.  This is the lobby group that represents about 850 of the roughly 1,350 payday loan companies across Canada.

Stan Keyes says they welcome legislation which has recently been introduced by the Harper government, that will address this so-called criminal rate of interest of 60 per cent annualized.  It will essentially carve that out and allow provinces to move in to regulate things like fees, services and essentially the way these payloan companies operate.

Now Stan Keyes is here for the next few minutes, until the top of the hour.  If you have questions you want to ask Mr. Keyes or weigh in on the discussion, on payday loan companies, do they need more regulation? 1-877-332-8255. I'm John Gormley and this is the heartbeat of Saskatchewan, News Talk Radio.

(break)

JOHN GORMLEY: I'm John Gormley. Welcome back. Payday loan companies in Canada, you know the companies, you see them, sometimes it seems almost on every street corner or strip mall, companies that will get you a small loan and Stan Keyes, President of the Canadian Payday Loan Association, just went through the profile. It's about a two billion-dollar a year business in Canada and we're talking about how it's regulated and how the industry itself is welcoming the Harper government's Bill C-26, which if passed, will give the provinces the delegated responsibility for regulating payday loan companies, putting a cap on fees, basically spelling out the rules of operation.

Does your industry on the whole fee issue, Stan Keyes, and you explained very well the whole question of how if you annualize interest rates and take in the fees, how these things look. Are there unscrupulous people not in your industry who are charging extra fees, extra added-on charges such that people are paying exorbitantly more than the rates you're talking about?

STAN KEYES: Absolutely, and that's why we not just welcome regulation and legislation provincially, we asked for it.  And the reason why we asked for it is because there are many, many companies in Saskatchewan alone, we have five member companies representing some 37 outlets in Saskatchewan, many of them in rural areas, some of them in the urban areas as well and the issue comes to there are the responsible, respected lenders and there are those out there who are prepared to gouge and grab a quick buck. 

And it doesn't... I mean, there is proof of it.  There was a television station in the province of Alberta that did a two-part story and in that story they went out and they mystery shopped three different locations. And two of them were members of our association. 

They found that borrowing 100 dollars for eight days from one particular company was going to cost them about 18 dollars.

The second company, another member of our association, it was 20 dollars to borrow that 100 dollars for eight days.

And then they went to a third company who is not a member of our association and that company, all in, was 52 dollars to borrow 100 dollars.

So you see,  you can imagine charging someone 52 dollars to borrow 100 dollars is outrageous.

JOHN GORMLEY: Because the thing I hear every time we get this discussion is there are people who begin to get loans to continue to pay the loans. Now, is that an experience?

STAN KEYES: You're absolutely right, and that's called a roll-over and our association, Payday Loan Association, we put together the code of best business practices. It's the toughest code on the industry in the world and in that code, there are 18 points. And within those 18 points, there is a provision that says members of our association cannot, cannot grant a customer an extension of an outstanding payday loan or a fee advancement for a new payday loan until they have paid out their existing payday loan.

If you borrow money in order to pay back your last loan, that's called a rollover and it's not permitted in our association and by the membership. 

JOHN GORMLEY: Okay, so a roll... Now, do you want these so-called rollovers to be expressly prohibited then when the provinces start regulating?

STAN KEYES: The province of Manitoba and the province of Nova Scotia have passed legislation and within the legislation, it stipulates that rollovers will not be permitted.  So any province in this country will pass their legislation. Then they'll get to the meat of it in the regulation where the industry will be regulated vis-à-vis the fees that they will charge to borrow 100 dollars and they will also make it very clear that in order to operate, you will have to be licensed and you must follow the legislation. The legislation mirrors much of what we have in our code of best business practices.

JOHN GORMLEY: Stan Keyes...

STAN KEYES: So, you know, a lot of these companies that are charging outrageous rates and doing things like rollovers, etc., they will either have to comply with the legislation or they just won't have a licence to operate.

JOHN GORMLEY: Stan Keyes, good spending time with you today. Thank you for this.

STAN KEYES: I really appreciate the opportunity, John.  Thanks very much.

JOHN GORMLEY: See you again soon.  Stan Keyes, President, Canadian Payday Loan Association.  

Okay, so you've heard the industry's take. It says you shouldn't have things like these rollovers. You shouldn't have exorbitant rates.  But when I get back, let's talk about your experience.  A lot of people, and there are one and a half to two million Canadians who use payday loans, say they like them. What's the problem? Have you got a problem with them?  Let's talk about that now, 1-877-332-8255 only on News Talk Radio.

(Break) 

JOHN GORMLEY: I'm John Gormley and welcome back.  I was talking with the Canadian Payday Loan Association.  Interesting history on this one. You know, a couple of years ago, after the group was founded, we talked to them at that point. Stan Keyes has since become the President. Mr. Keyes, an ex-Liberal MP, former cabinet minister in the Martin government who has now left politics and Stan Keyes basically speaks for the industry.

This is an industry that had to get out in front of its critics because payday loans, and you will see them. Some days, it's almost like every strip mall there are one of these companies and there are, as Mr. Keyes says, reputable ones like the 850 that belong to his lobby group. There are over 1,300, nearly 1,400 in Canada and 850 belong to his group. He says there are also unscrupulous ones but payday loans intrigue me because often with payday loans, it's young working people. The average income – now, these are Mr. Keyes's numbers, not mine – 31,500.  And people will borrow 100 bucks. The average loan is about 280 bucks for a week.

Well, if you're making 41,000 a year, you can have an overdraft on your bank account, which you're not supposed to use as a loan, but some people do, right? You go in the hole a couple hundred bucks, you're going to pay interest on it. Or you can have a line of credit.  A small line of credit.

But still, people will go to a payday loans company and they get a couple hundred bucks and here, it is.  When you factor in the interest, it's like a buck on 100 dollars for a week.  But the fees are 19 or 20 bucks. So basically, it costs you 20 per cent right off the top to borrow the money.

Now, if you annualize that, like figure that out. It's 20 bucks to borrow 100 bucks. Work that out over a year, with the whole thing about compounding interest, your interest rate is into several thousand per cent.  So I've always tried to figure out self, he asks, who uses payday loans? And are they for people who can't afford any other banking? Are they a tax on the poor? For other people who go in with their eyes open, I don't know, why do they do it?  

Well, the whole issue now – and this is why the industry has gotten out ahead of its critics – it's actually relieved that the Harper government has Bill C‑26 before the House, it hasn't been passed yet, that will give the provinces the power to cap the fees and regulate the industry.  They say it needs to be done. They want regulation because they say the unscrupulous types are still around.  

1-877-332-8255.  Let's talk payday loans. Tell me, is this an industry that you think needs to be tightened up or should it just be buyer beware? I mean, everybody knows.

CALLER: That's my feeling exactly, that it needs to be buyer beware. I think they have developed a reputation for a reason and let's face it. I don't think anybody goes in the doors of one of those places and expects that it's going to be anything other than highway robbery.  

I look back to when...

JOHN GORMLEY: But, Christie, see, this is what blows me away.  You can see somebody who is collecting social assistance, they are in financial tough times, and I feel sorry for them because they shouldn't be robbed on the highway.

CALLER: Exactly.

JOHN GORMLEY: But what about young working people with a pay stub? Why would they go?

CALLER: That's what I don't understand and I'm with you in your frustration because I look back to when my husband and I were first married. We were young, we had a 20,000-dollar a year income and we could still get a credit card.  We could still get overdraft. So I don't really understand the reasons why people are using it and I guess while I understand that there needs to be regulations out there, just like there needs to be regulations in all kinds of finances and banking and all that kind of thing, I'd rather see them putting a little more pressure on the government to take a look at things like credit cards where everything is buried in fine print and where your interest rate can change and people don't realize all the stuff that's going on there.

JOHN GORMLEY: Okay, you see, the only thing about these, whether it's credit cards or whether it's payday loan companies, is you know Tony Soprano doesn't walk in, right?

CALLER: (laughs)

JOHN GORMLEY: Neither does Paulie and all the other guys. But if you're looking at rates of interest, even credit cards are what, about 19, 20, 21 per cent.

CALLER: But they can flip it on you. That's the thing that surprised me. I recently watched a program where they talked about people who, you get set at some rate, you get some introductory rates and then if you don't make your minimum payment or if you don't pay the thing in full within one month, then it can get jacked up as high as 50 or 60 per cent and it's all in the fine print.  People don't realize that's what they're paying.  

JOHN GORMLEY: Yes, good point. So on payday loans, as you start to devolve, and it looks like Bill C-26 will do this, each province, should Saskatchewan just simply say here is the cap, here is the way you've got to do things, or if already people are going in with their eyes open, why do we need regulation at all?

CALLER: Well, I'm really struggling with the fact that these are normal Joe people like you and me going in and using this. And if that's the case, then they are doing it for convenience and convenience only. 

JOHN GORMLEY: But when he said convenience, let me jump in here. You see, this is my other thought. Line of credit in your bank account, right? You can have a key on an ATM.  You can treat your line of credit like a bank account, right?

CALLER: Um-hmm, yes.

JOHN GORMLEY: So you go to an ATM and go transfer, beep, beep.

CALLER: Ah, ah!

JOHN GORMLEY: Two hundred dollars into chequing, beep, beep.  Take out 100 cash. You know what I mean?

CALLER: Yes.

JOHN GORMLEY: Like how much more convenient can that be?

CALLER: Like you, I am shrugging wildly and just trying to understand why this is such a big... why this is something they'd even have to be investigated if people like you and me are going in there, please explain to me the reasoning.

JOHN GORMLEY: Okay, callers, Christie has actually issued the call.  If you are a working person and now, again, they said for the young person, 31,500 is sort of the average pay.  Two million people use these things.

Now, they do admit, of the people they surveyed, that's the profile, 41,500, a young person, 21 per cent of users have no other alternative. You see, that's the aha! moment. So one in five people go to payday loan companies can't get banking services.  You know, that's usually a financial thing, right? So these are the people who are often poor. Let's just call them what it is. They're not necessarily working poor. They might be in receipt of certain benefits. They just don't have money  and they ended up paying 20 bucks on every 100 they borrow for a week.

1-877-332-8255, and Dale, what do you think of payday loans?

CALLER: I think they need to be regulated. But you know, John, one day I was going to walk in and take out a loan from one of those places. I'm 50 years old. You know what I did?  

JOHN GORMLEY: What?

CALLER: I went and got a second job instead because there's lots of them around.  Believe it or not, that's exactly what I did.

JOHN GORMLEY: You know, good point because if you find yourself in a short-term cash crunch, there's no shortage of other stuff around.

CALLER: You got it. And the other thing too, John, is I don't know how it's any different than my kid goes to a bank machine, which I don't use. He uses a different bank machine than the bank he deals with and he pays, what, a two-dollar fee to use their machine to get 20 dollars.

JOHN GORMLEY: Good point.

CALLER: Isn't that a high rate too?

JOHN GORMLEY: It is, if you construe a fee, as if you convert it in interest, right, make it like an APR.

CALLER: Yes.

JOHN GORMLEY: You're right, taking a buck 50, or two bucks.

CALLER: Because if you're a bank, you're able to do it. Because you're a private company, you're not able to do it without regulation.

JOHN GORMLEY: So you say regulate these guys?

CALLER: I think you've got to regulate them to a certain point.  I don't know. Sure, people walk in and pay high fees. I don't know if they realize how high.  Short term you don't realize when you're paying 20 dollars for something (inaudible) but if you had to pay 2,000 dollars for that money in a year, boy, you've got to start thinking about that. 

JOHN GORMLEY: Callers, stand by. We're talking payday loans. We just checked in with the President of the Canadian Payday Loan Association. They want regulation and that's great. We're never going to quarrel with that, but I'm really curious, and these are Stan Keyes' numbers, right? About two million people, they borrow about two billion a year. They said the average person is about 280 bucks – some more, some less.

The class-action suit in Calgary all began when a guy needed 500 bucks. Did you ever hear about that?  He paid back 500 bucks two weeks later. The interest on 500 bucks was 11 bucks. The fees were 95 dollars. So essentially, it cost him 106 bucks for two weeks to borrow 500 dollars. But when you annualize that, that's 15,000 per cent per annum; 15,000 per cent!

So that caused the class-action suit. So now, this was back, when you look at this, when was that lawsuit filed? That was early 2005.  You see, the industry has been around since 2004 and they are trying to make sure they get out in front of the critics and clearly, those who want to sue them.  

James, everybody else stand by, you're up next. We're talking payday loans, who uses them and why?   I'm Gormley and this is News Talk Radio.

(break)  

JOHN GORMLEY: I'm John Gormley. Welcome back. The regulatory landscape on this whole issue of payday loans is often confusing. Saskatchewan is the only province in Canada actually, our Trust and Loans Corporation Act actually does cover these things. But that's more on sort of the rules. You know, if you would run a bank, capital requirements, liquidity requirements, that sort of thing, we don't jump in yet in Saskatchewan and our province, of course, is one of the provinces that say under Bill C-26 federally, we want to be able to independently regulate payday loan companies.

You know, should there be a cap on fees? Should there be rules?  Things like even the code of ethics now in this payday loan association group, they have a rules about rollovers, in other words, where you borrow to pay the fees on the last loan. They say that's not allowed. Many of them will not lend to anybody on social assistance.  You have to guarantee or show a pay stub and show you've got a job.

Now, the less reputable ones, who aren't members of this payday loan association, don't have those kinds of rules.  

1-877-332-8255. What do you think?  Regulating, good idea or not? And tell me, I am absolutely mystified, because I've heard this. In fact, every time we have done this in the past, it's often young people, a lot of them young males, who say it's convenient. I'm on the way to the bar. I need 100 bucks, go in, bang!  Pay it back in a week, and I'll pay them 121 bucks back.  

Get a line of credit at the bank.  You dipped into 100 bucks to go out with the buddies.  It's going to cost you 20 bucks a week later. It's going to cost you pennies a week later.

James in Saskatoon, now what do you think of payday loan companies?

CALLER: Yes, they need to be regulated, but I do believe that it's a servant of the drug culture, you know, because a lot of these males, if you got them to pee in a bottle, I'm sure that  there would be substances that weren't necessarily always taxed and...

JOHN GORMLEY: So you think, what, some people who are having substance abuse problems are going to stop and get a quick loan for the next hit?

CALLER: That's right. And it's basically you have non... the money trail isn't as great for you and that's what I see.

JOHN GORMLEY: Okay, so when you say the money trail, you mean if you're taking it out of the bank machine, someone is later able to say, hey, you're taking out 100 bucks this and that often and you're dipping into your line of credit.

CALLER: Exactly. Exactly. But you know, the fact of the matter is, you know, I think one has to go back to these... We as a populace, as a society have to go and change some of these regulations. Like really, what does a person need 100 dollars for? Have I used the payday loan services?  Absolutely. But is it taking advantage of an individual? Absolutely.  Was I at a crux in the road where maybe I didn't need that extra couple hundred dollars? Damn straight.

You know, there's no doubt about it in my mind that what should have happened is, you know, go hungry.  

JOHN GORMLEY: Okay, so that's...

CALLER: Do not go out.

JOHN GORMLEY: So was this your experience? Did you end up getting a couple hundred bucks? 

CALLER: Oh, yes.  I pulled (inaudible) 1,400 dollars one time.

JOHN GORMLEY: Okay, now was it for drugs or just for... just basically going out and spending money?

CALLER: Going out and spending it hardcore.

JOHN GORMLEY: Yes, okay, so basically it was just impulse. Some people use credit cards for that.

Jason in Estevan, you're our final caller on payday loans. What's up?

CALLER: Well, I've used them quite a bit. I know, John, when you say, you know, why don't you get a credit card? Well, most people that use these services don't have the credit to get a credit card.  So you're kind of forced to go, when you need money and then when you know it's there, you go and get it. You go get a 200-dollar loan, it costs you 240 to pay it back and lo and behold, you don't have 240 dollars when you go and pay it back. You get another loan for 260 right away. And you just keep doing that until you max yourself out.

And then you're screwed. You have to be responsible and careful with these guys.  I have used them quite a bit. I've just used them a couple of weeks ago, but you've got to be responsible.

JOHN GORMLEY: Yes, but if you're employed, Jason, and if you've got a regular flow of income, what about an overdraft on your chequing account? What about a small line of credit?

CALLER:  Yes, I've tried. I've tried. They won't give it to me. My credit is too bad.

JOHN GORMLEY: Okay, so basically, this is the alternative. 

CALLER: This is the alternative. Now, if my credit is improving and I'm probably going to be able to get something like that maybe this year some time, but sometimes, when you're in a pinch and you need money, these guys are the only ones that can help, but you've got to be responsible.

JOHN GORMLEY: Good point. We're going to end it there, my friend.  Thank you.  I'm John Gormley.  Hey, did this day fly by. They all do.  

It looks like equalization might be solved, according to the federal government. Not the way the Saskatchewan government wants.  We start the show tomorrow on that topic.  We've got a lot more right here.  Have a great day, my friends. I'll see you then, only on News Talk Radio.

*****
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