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1.0 Executive summary 

1.01 Deloitte LLP (“Deloitte”) was retained by the Canadian Payday Loan Association (“Association”) 
to prepare a report related to the cost of providing payday loan services in the Province of 
Alberta. This report focuses on private companies providing payday loans in Alberta. 

1.02 Deloitte collected financial data and other relevant information about Alberta payday lenders via a 
detailed survey. Four surveys were sent out to private companies in Alberta who provide payday 
loans to customers, representing a total of $443,830,902 in payday loans disbursed for the 
respondent’s most recent fiscal year from 185 outlets and 2 online licenses. 

1.03 Information received from survey respondents was reviewed in detail by Deloitte in order to 
assess the reasonableness of the data. This included discussions with all respondents. In all 
instances adjustments were required to be made to the data provided to ensure the data was 
consistent and represented the cost of providing payday loans. 

1.04 Ernst & Young (“E&Y”) released a report (“E&Y Report”) in October of 2004 entitled “The Cost of 
Providing Payday Loans in Canada”. This report was also commissioned by the Association. 
Deloitte has reviewed this report in detail. Based on our review we concluded that the 
methodology employed by E&Y was sound and appropriate when attempting to determine the 
cost of providing payday loans. As a result the methodologies and procedures utilized in this 
report are based on the E&Y study except where noted. 

1.05 Deloitte has previously prepared the following reports on the cost of providing payday loans: 
• Manitoba, September 2007: “Cost of Providing Payday Loans in Manitoba”; 
• Nova Scotia, November 2007: “Transactional data report on Payday Loan Providers in 

Nova Scotia” 
• British Columbia, June 2008: “Cost of Providing Payday Loans in British Columbia”; and 
• Ontario, October 2008: “Cost of Providing Payday Loans in Ontario.” 
• Ontario, March 2014: “Summary of the 2014 Survey on the Cost of Providing Payday 

Loans in Ontario” 

1.06 Deloitte’s methodology involved segregating costs into four (4) components: 
• Operating costs – cost to provide payday loans such as labour, rent, and utilities 
• Cost of capital – actual and opportunity costs for providing capital for loans 
• Cost of supplementary capital – for infrastructure and working capital 
• Bad debt costs – lost principal and operating costs for issuance and processing of loans 
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1.07 These costs are combined and presented as a ‘cost per $100 loan.’ This report estimates the cost 
of providing a $100 payday loan1 in Alberta to be $20.74, which can be further illustrated as 
follows: 

 

                                                      

1 We note that our denominator includes all loans where E&Y methodology did not. E&Y included only “good” loans that were not in 
default, where we have included all loans in our averages. 
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2.0 Background and purpose of 
engagement 

2.01 Deloitte LLP has been engaged by the Canadian Payday Loan Association (“Association”) to 
prepare a report related to the cost of providing payday loan services in the Province of Alberta. 
This report focuses on private companies providing payday loans in Alberta. It is our 
understanding the Association is preparing a separate analysis of public companies operating in 
Alberta. Internet based lending and the associated costs are excluded from our analysis. 

2.02 We understand this report is being commissioned as part of regulatory discussions. 

2.03 A “payday loan” means any advancement of money with a principal of $1,500 or less and a term 
of 62 days or less made in exchange for a post-dated cheque, a pre-authorized debit or a future 
payment of a similar nature, but not for any guarantee, suretyship, overdraft protection or security 
on property and not through a margin loan, pawnbrokering, a line of credit or a credit card.2 

2.04 The purpose of this report is to attempt to gather factual data on the cost of providing payday 
loans. Deloitte sought to obtain financial and other relevant data from Alberta payday lenders 
(“payday lenders”, “respondents”) via survey responses. Four surveys were sent out and four 
responses were received within the timeframe necessary to prepare the report. This report 
includes analysis of the data obtained and the results of our calculations using that data; it does 
not contain or provide an opinion on what is an appropriate rate and/or fees lenders should 
charge when providing payday loans. It should be noted that as not all payday lenders were 
surveyed, and not all payday lenders are members of the Canadian Payday Loan Association, 
the results may not be representative of the industry as a whole. Deloitte reviewed and analyzed 
all survey responses in detail; however, the data provided by survey responses has not been 
audited. 

2.05 E&Y released a report (“E&Y Report”) in October of 2004 entitled “The Cost of Providing Payday 
Loans in Canada”. The E&Y Report was also commissioned by the Association. Deloitte has 
reviewed the E&Y Report in detail. Based on our review we concluded that the methodology 
employed by E&Y was generally sound and appropriate when attempting to determine the cost of 
providing payday loans. As a result, the methodologies and procedures utilized in this report are 
based on the E&Y Report except where noted. Readers of this report are directed to the E&Y 
Report for further detail. 

                                                      

2  As defined by the Province of Alberta Fair Trading Act, Payday Loans Regulation (Alberta Regulation 157/2009). 
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3.0 Methodology 

3.1. Overall methodology 
This report intends to address the cost of providing payday loans in Alberta.3 Based on our review 
Deloitte has segregated the costs of payday loans into four (4) components: 

• Operating costs 
• Cost of capital 
• Cost of supplementary capital 
• Bad debt costs 

The four cost components are combined to generate a ‘cost per $100 loan’ figure which can be 
applied to all loans. The ‘cost per $100 loan’ was used in the E&Y Report and based on 
discussions with industry participants appears to be the most relevant and accepted measure 
when assessing costs in the industry. 

3.2. Operating costs of payday loans 
Based on the survey results, common operating costs incurred by payday lenders include: 

• Salaries and benefits 
• Security 
• Rent 
• Utilities 
• Insurance 
• Credit checks 
• NSF and other bank service charges 
• Advertising 
• Depreciation and amortization 
• Provisions for loan losses and doubtful accounts 
• Interest 
• Taxes 
• Franchise expenses 

 
A discussion on provisions for loan losses, interest, and payments to affiliated companies or 
owners occurs below in Section 3.2.2. 

In order to properly determine operating costs they must first be allocated between payday 
lending and other services, and then reviewed in order to determine whether certain adjustments 
are required. The allocation of costs and required adjustments are discussed below. After 
adjusted operating costs are determined the total is divided over all loans issued during the year, 
then multiplied by 100 in order to determine operating costs per $100 of loan.4 

                                                      

3 We are not segregating loans into first-time versus repeat loans and rollover/re-write loans as was done by E&Y due to constraints 
in available data and the fact we are providing an “average” cost over all loan types. 
4 We note that our denominator includes all loans where E&Y methodology did not. E&Y included only “good” loans that were not in 
default, where we have included all loans in our average.  
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3.2.1 Allocating operating costs 
There are two distinct types of payday loan providers: mono-line and multi-line operators. A 
mono-line operator is only in business to provide payday loans, whereas a multi-line operator also 
offers other services such as cheque cashing, money transfers/orders, tax preparation (including 
discounting), etc. The costs associated with providing these other services need to be excluded 
from our calculations, as they are not directly incurred to provide payday loans. This infers that a 
reasonable method must be used to segregate the costs of a multi-line provider between payday 
loans and all other services. 

Three of the four respondents reported that they operate as multi-line providers. In addition, these 
respondents indicated that they have no precise way of separating costs related specifically to the 
payday lending portions of their business. They generally stated that they assumed if X% of 
revenues were generated from payday lending, then X% could be applied to each of the cost line 
items (with the exception of bad debts where substantially all of these costs relate to payday 
lending). They also indicated that this may not be entirely appropriate since a higher percentage 
of time is usually spent on payday lending than other services in comparison to the revenue 
generated. As a result, splitting costs based on revenue percentage may have the effect of 
understating the operating costs related to payday lending. However, based on the information 
available, revenue split appears to be the most reasonable estimation for allocating costs 
between revenue sources. Therefore, this method was employed by Deloitte. 

Deloitte discussed the reported revenues with each of the respondents. In one instance, NSF and 
court fee revenues which are related to payday lending were recorded in different revenue 
categories. Deloitte included this revenue in payday lending revenue for the purposes of 
allocating costs. 

3.2.2 Adjusted operating costs 
Allocated operating costs were used as a starting point for our analysis. Adjustments were 
required to help ensure consistency across all payday lenders and that the costs included 
reflected actual costs required to provide payday loans. Based on the information received, the 
five main adjustments required are as follows: 

• Provisions for loan losses: Responses show there are large variations in the methods used by 
payday lenders to account for bad debts. For example, one respondent did not record a loan as a 
bad debt until after 180 days while another respondent recorded bad debt immediately. Therefore, 
we removed the various bad debts costs from our overall calculation of operating costs per $100 
loan and calculated them separately based on a consistent method. This is discussed below in 
Section 3.5. 

• Interest on long term debt: This expense is considered under the cost of capital (Section 3.3 
below) and therefore excluded from operating costs. 

• Payments to affiliated companies (i.e. management fees, royalties, etc.): These types of 
expenses are only included in the calculation of overall costs if they represent a transaction which 
occurred at fair market value and was incurred for business purposes (i.e. the expense would be 
relatively the same size if made to an unrelated company). 

In one instance, management fees were paid to a related company for planning purposes. This is 
not a cost deemed necessary to payday lending. The amount was adjusted out of the calculation 
of operating expenses. 
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• Payments to owners: Similar to payments to affiliated companies, these expenses are only 
included in the calculation of overall costs if they represent fair market value for the employment 
services provided. This information was combined to assess the reasonableness of amounts paid 
to owners/shareholders and make adjustments to fair market value if necessary. 

One respondent classified salary paid to shareholders under this category. However, the 
shareholders were key employees to the company and worked full time hours, thus the expense 
was included in the calculation of operating costs. 
 

• Taxes: Two respondents were unable to provide us with income tax expense amounts due to the 
timing of their year-end and income subsequent tax return preparation. Both confirmed their 
income tax brackets (regular corporate or small business) and agreed that an estimate based on 
appropriate statutory income tax rates applied their calculated net income were reasonable 
estimates of their income tax expense.  

3.3. Cost of loan capital 
In order to issue loans, payday lenders require capital to operate their business. Like other 
businesses and industries, payday lenders can finance their operations using debt, equity or a 
combination thereof. This capital has a cost to it in the form of interest paid on debt and 
payments/dividends or reinvestment to satisfy and provide a return associated with equity 
contributions. 

The cost of capital is determined by multiplying the value of loans by the weighted average cost 
of capital (“WACC”). WACC represents the weighted blended rate of return required by the equity 
holders of a business and the interest rate required by debt holders. 

Based on the responses received, private company payday lenders in Alberta have diverse 
capital structures, with debt to equity structures varying widely between the respondents. 
Additionally, funding comes from a wide variety of sources with very different rates and terms. 

The E&Y Report highlights that cost of capital is a relatively small component of the overall cost 
of providing payday loans. In addition, their report prepares a sensitivity analysis showing the 
costs based on varying WACC’s. Based on our review of respondents’ data, and in order to be 
consistent with the E&Y Report, we have utilized an average WACC of 14% when calculating the 
cost of loan capital. However, it is likely this is a conservative estimate. 

The cost of loan capital is calculated as follows: 

Cost of Loan Capital 

Weighted average cost of capital (14%) 

multiplied by 

Average maturity of good loans ÷ 365 

multiplied by 

100 

equals 

Cost of loan capital per $100 loan 

3.4. Cost of supplementary capital 
In addition to borrowing money or utilizing equity to disburse principal on loans, payday lenders 
must employ fixed assets to operate and must carry cash reserves sufficient to ensure that 
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money is available for new loan requests. These fixed assets and cash balances have associated 
carrying costs which are referred to as the cost of supplementary capital. 

In order to calculate the cost of supplementary capital the net fixed asset balance of each payday 
lender needs to be allocated to the payday lending portion of the business. Similarly to the 
allocation of costs, all of the respondents indicated that they have no precise way of separating 
fixed assets specifically to the payday lending portions of the business. Therefore, net assets 
have also been allocated to payday lending based on the same methodology as the operating 
costs. 

Secondly, the cash balance of each payday lender needs to be adjusted to reflect only the cash 
on hand for payday lending. This involves segregating out cash used for other business 
purposes. Additionally, some lenders hold large amounts of cash on hand to meet upcoming 
liabilities and obligations or for anticipated expansion. Therefore, we have defined the amount of 
cash on hand for payday lending to be the greater of: 

• Cash allocated to payday lending based on the allocation % used for operating costs; or 
• 1/26th of total loans issued in the year 

The cost of supplementary capital is calculated by multiplying the supplementary capital by the 
WACC of 14% which is discussed in Section 3.3. 

3.5. Bad debt costs 
When a loan goes into default and is not ultimately collected, it is considered a bad debt. For the 
purposes of this report, bad debt is defined using three components. Firstly, there is the principal 
amount loaned out that is never collected on defaulted loans. This is by far the largest component 
of bad debt expense. The remaining two components represent a portion of operating costs and 
supplementary capital costs that are allocated to these defaulted loans; this represents the share 
of costs that would otherwise be borne by the loan had it not gone bad. The E&Y Report also 
included a cost of loan capital charge in their total bad debt costs. As discussed below, we did not 
define bad debts as those not recovered within 90 days, as this calculation is not possible for us 
to calculate as the number of days a bad loan is carried was not made available to us.5 

In regards to the principal component of bad debts, Deloitte’s definition is “the principal on 
defaulted loans which was never ultimately collected.” This differs from the E&Y Report which 
defined bad debts as “the principal on defaulted loans that are not recovered within 90 days”. This 
difference in methodology is due to the fact that some of our respondents could only provide 
loans ultimately not collected (not just loans not collected within 90 days). In addition, we believe 
the true cost of bad debts is loans ultimately not recovered, not just those not recovered within 90 
days. Based on discussions with respondents only a small portion of loans that are not collected 
after 90 days in default are ultimately collected. Therefore, the difference in methodology would 
likely not have a significant impact on the cost calculations. 

In regard to operating costs and supplementary capital, since bad debts are never recovered and 
the revenue is lost, the general rate offered and attained by payday lenders on good loans (loans 
which do not default) must be sufficient to bear the cost of bad debts on loans that default.  

                                                      

5 This difference in methodology would not have a significant impact on the total cost of providing payday loans. 
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The following table demonstrates that when a loan is not collected, not only is the principal not 
collected, but the operating costs that were intended to be covered by an uncollected loan also 
are not recovered. The example below is based on a breakeven analysis whereby fees/interest 
are set to equal costs (and cost of loan capital is excluded): 

Description Amount 

Principal distributed and due on 10 loans (loans at $100 each) $1,000 

Fees/interest due on loans, $25 per loan (equal to actual costs per loan) 250 

Total due 1,250 

Total ultimately collected, 9 loans (9X(100+25)) 1,125 

Less: original principal amount (1,000) 

Less: actual operating costs, $25 per loan (250) 

Shortfall $(125) 
 
The above simplified calculation illustrates that the cost of bad debts increases the total cost of 
providing good loans, therefore the revenue from good loans must cover off these bad debt costs. 
Stated differently, when a loan is not collected that loan does not go towards covering a portion of 
its costs. These costs must therefore be reflected as part of bad debt costs and be included when 
pricing out all loans. Our calculation of bad debts is as follows:6 

 Cost of bad debts 
per $100 of loan = (Total bad debt costs) X 100   

         (Total good loans) 

where; Total good loans = (Total principal collected) 

and; Total bad debt costs = (Bad debt principal + operating and supplementary 
capital costs allocated to bad debt7) 

                                                      

6 It is important to note that this calculation method was appropriate since none of the respondents operated as a broker. A broker 
would not lose the principal of a defaulted loan since the third party assumes that risk. 

7 Defined further as operating costs and supplementary capital costs multiplied by (bad debt principal/total volume of loans). 
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4.0 Discussion of survey results 

4.1. Surveys disbursed and returned 
Between January and March 2016, four surveys were sent out to four private companies which 
provide payday loans to customers in Alberta. The surveys were designed in an attempt to 
ensure that the questions were understandable and that the necessary information to complete 
the study would be obtained. Deloitte received back a total of four surveys, representing a total of 
$443,830,902 in payday loans disbursed for the respondents most recent fiscal year. 

Some of the surveys contained unclear responses including: 

• Missing responses 
• Ambiguous answers explaining how costs were allocated to payday lending 
• Discrepancies between information included in the survey and financial statements 

provided 
• Unusual balances or costs that appeared to be anomalies 

In all instances, Deloitte contacted the companies to clarify and gain comfort over their 
responses. In certain instances significant further discussions and analysis needed to take place 
in order for Deloitte to obtain comfort that the responses received were reasonable and could be 
utilized. In addition, based on discussions a number of adjustments were required on the 
information received. 

After all discussions were conducted, Deloitte determined that all four responses could ultimately 
be used for the purposes of this report (after making necessary adjustments).  

Deloitte reviewed and analyzed all survey responses in detail; however, the data provided by 
survey responses has not been audited. 

The survey and cover letter that was sent is included in Appendix A. The survey contained 
several questions to assess the reasonableness of responses and was structured to capture 
information falling within seven (7) main areas: 

1. Organizational structure and business mix. Questions were intended to gather information 
regarding the types of services offered by the payday lenders, the number of locations 
operated, the length of time these locations have been in operation, and the legal structure of 
the company. 

As mentioned earlier, three of the four of the respondents provided services in addition to 
payday lending. All respondents run multiple store locations. All four of the respondents 
operate as incorporated private companies. 
 

2. Owner compensation. Information specific to “owner” compensation (including proprietors of 
the business, partners in the business, shareholders, and their spouses and family members 
of these positions) was required in order to properly adjust operating costs. This 
compensation in certain situations, such as tax planning strategies is considered an 
unnecessary expense to the regular operation of the payday lender. Put another way, the 
survey requested not only the amount of remuneration to owners/shareholders, but also 
requested the amount of time that these individuals spend during an average week on the 
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business. This information was combined to assess the reasonableness of amounts paid to 
owners/shareholders and make adjustments to the fair market value of those services, if 
necessary. 

3. Financial statement information. Recent historical financial information is essential to the 
calculation and analysis of the cost data. The data also provides vital information regarding 
the proportion of revenue attributable to payday lending in a multi-service business. 

The respondents’ answers indicated that payday loan revenues as a percentage of total 
company revenues fell within a range with a simple average of 82%. 
 
Additionally, financial statements are requested in order to help assess the reasonability of 
the information filled in by the respondents. One payday lender’s financial statements were 
audited, two payday lender’s statements were reviewed by external accountants, and one 
respondent did not have financial statements reviewed by an external accountant, but did 
provide their statements to a bank or another lender.  
 

4. Financing/capital sources. Financing sources were requested in order to gain an 
understanding of the sources of capital for private payday lenders in Alberta and their cost of 
capital. As was discussed above, the sources and rates related to capital utilized by the 
respondents varied greatly. 

5. Product line activity. This section of the survey was intended to gather information 
regarding the relative size of each company based on dollar volume and number of loans, as 
well as the dollar volume of loans that went into default and ultimately were or were not 
collected. These statistics were used for various calculations, the most significant being 
operating cost per loan and bad debt cost per loan. 

Based on all four responses, Deloitte has summarized the loan statistics in the following table: 
 

 
1Defaulted loans represent loans not collected on the due date. Many loans that go into default are 
ultimately collected. 

6. Returned cheques and unrecoverable debts. This section of the survey intends to gather 
information regarding the accounting treatment of defaulted loans and bad debts. It 
specifically highlighted the fact that there are large discrepancies in the methods used by 
payday lenders to account for these situations. For example, two of the four respondents 
writes off loans as soon as they go into default. One respondent indicated that they write off 
loans between 90 and 180 days after defaulting. One respondent indicated that they do not 
write-off loans until legal action has been taken.  

7. Breakdown of fees. Information gathered with respect to fee structure assisted with the 
general understanding of the industry and in order to assist in assessing the reasonableness 
of the information provided. 

Description Total Per Store 
(simple average)

Total dollar volume of loans issued in most recent fiscal year $443,830,902 $2,008,285 
Total number of loans issued in most recent fiscal year               814,891                   3,687 
Average loan size                 528.20                 528.20 
Dollar value of loans that went into default1 80,113,422 362,504
Defaulted loans as a percentage of total loans 18.05% 18.05%
Defaulted loans ultimately collected 51,600,229 233,485
Collected loans as a percentage of defaulted loans 56.73% 56.73%
Defaulted loans ultimately not collected 28,513,193 129,019
Bad debts as a percentage of loans issued 6.89% 6.89%
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5.0 Results of calculations 

5.1. Cost of a $100 loan 
Based on the cost calculations, an average payday lender in Alberta incurs costs of $20.74 to 
provide a $100 payday loan. The table below illustrates the cost structure to provide a $100 loan: 
 

 
 
Based on the responses received, Deloitte calculated the average operating cost per $100 loan 
as $12.84. Cost of loan capital and cost of supplementary capital are average costs of $0.56 and 
$0.99 per $100 loan, respectively. Average bad debt costs per $100 loan are $6.35. 
 
 
  

Cost Analysis
Operating cost per $100 loan  $     12.84 
Cost of loan capital          0.56 
Cost of supplementary capital          0.99 
Cost of $100 loan before bad debt costs        14.39 
Bad debt cost per $100 loan          6.35 
Total cost of $100 loan  $     20.74 
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Appendix A                                
Survey of Alberta payday loan 
providers 

  



Thank you for agreeing to participate in this study of payday loan businesses in Alberta. 
 
The Canadian Payday Loans Association (the “Association”) has initiated an analysis of the cost of 
payday loans incurred and a review of the annual income of customers. Deloitte LLP has been 
selected by the Bishop & McKenzie LLP (“Counsel”) to facilitate this process. As part of the review, 
we will be collecting information on the cost of providing payday loans from lenders across Alberta 
through an online survey. The information will be presented in a report to the Association. 
 
In order to complete the analysis of lending costs in time to support the Association’s review, please 
complete the survey at your earliest convenience. 
 
This survey will ask you for financial information regarding your business. Please ensure that all data 
reflects your Alberta operations only and is provided for the most recently completed fiscal year. It 
will be helpful to have your financial statements on hand while you complete the survey. 
 
Please answer all questions to the best of your ability. Should you have any questions about the 
study or this survey, contact Kristyn Power at (780) 421-3612 or KrPower@Deloitte.ca  
 
We understand that it is Counsel’s intention and the position of Counsel that our work will be 
covered by the solicitor work-product privilege and other applicable privileges, all information 
obtained by Deloitte through the survey process will be kept strictly confidential. Information from 
individual respondents will not be shared with the Ministry or disclosed in the report. The report will 
only disclose information on an aggregate basis from all respondents. In addition, the report will not 
list who responded to the survey. 
 
The information you provide will be essential in developing an understanding of the Alberta payday 
loans industry. 
  



Contact Information: 
1. Name of contact person:  ______________________________________ 
2. Telephone number of contact person:  ___________________________ 

 
In addition to completing the questionnaire, please upload to SharePoint a copy of your annual 
Income Statement and Balance sheet for the most recent two fiscal years.  You could also upload a 
single annual report document if applicable:   
 

Business Information: 
Please note that if you operate in multiple provinces, this survey is intended to collect financial and 
statistical data for your Alberta operations only. 
 
3. In which jurisdictions does your business provide payday loans? 

⃝ Alberta only 
⃝ Alberta and other jurisdictions 

 
4. Do your financial statements reflect results from: 

⃝ Alberta only 
⃝ Alberta and other jurisdictions 

 
Organizational structure and business mix: 

5. Please identify which service lines your business offers: 
⃝ Payday lending Cheque cashing  
⃝ Money transfers  
⃝ Collateral/pawn loans  
⃝ Title loans currency exchange  
⃝ Instalment loans 
 
 

 
⃝ Card services, reloadable debit card 
⃝ Tax preparation / discounting 
⃝ Money orders 
⃝ Cash for gold/silver 
⃝ Line of credit 
⃝ Other (please list all) 

Other: 
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________ 

6. a) How many stores did your business operate at the end of your most recent fiscal year, and 
were they business operated or franchised? 

Business operated  __________________________ 

Franchised  __________________________ 

Total     __________________________ 



b) Please list the total number of stores that were operating at the beginning of each year listed 
below. 
The total number of stores should equal total number of stores listed in previous question (for 
most recent year) 

2015   __________ 
2014   __________ 
2013   __________ 
2012   __________ 
2011   __________ 
2010   __________ 
2009   __________ 
2008   __________ 
 

 
Owner Compensation: 

This section requests information about how the owners of your business are compensated. For 
the purpose of this section, owners include: 

(a) proprietors of the business, 
(b) partners in the business, 
(c) shareholders, and 
(d) the spouses and other family members of proprietors, partners and significant 
shareholders. 

 
Answers should be based on the financial statements for the most recent fiscal year. 
 

7. In your most recent fiscal year, what was the total remuneration paid to all owners ($)? 
 

8. In your most recent fiscal year, what was the total amount of bonuses/benefits/other 
compensation paid to all owners? ($) 
 

9. Are benefits paid in the form of compensation or distribution of profits? 
⃝ Compensation (e.g. salary) 
⃝ Distribution (e.g. dividends) 
⃝ All of the above 
⃝ N/A 
 

10. Please indicate the categories to which your responses to questions 7‐9 apply: 
⃝ Proprietors of the business 
⃝ Partners in the business 
⃝ Shareholders 
⃝ Spouse and other family members of proprietors, partners and significant shareholders 
 



11. Please provide an estimate of the total hours spent on the business in a typical week by the 
owners in each of the following categories: 

Amount 
Proprietors of the business  __________________________ 
Partners in the business   __________________________ 
Shareholders      __________________________ 
Spouse and other family members of proprietors, partners and  
  significant shareholders  __________________________ 

 
Financial Statement Information: 

Please answer the following questions based on your financial statements for the most recently 
completed fiscal year available. 
 
12. Please indicate whether your financial statements are (check all that apply): 

⃝ Audited 
⃝ Reviewed by an external accountant 
⃝ Provided to a bank or another lender 
⃝ None of the above 
 

13. What is the date of the year end for these statements?  (mm/dd/yyyy)  ____________________ 
 

14. Please provide the business’ total revenue for the past year. ($)  __________________________ 
 

15. a) Please provide a breakdown of your business’ revenues by business line for the most recent 
fiscal year. 
If you do not account for payday lending separately, please provide your best estimate (: 

        Total Revenue ($) 
Payday lending        __________________________ 
Cheque cashing       __________________________ 
Money transfers      __________________________ 
Collateral/pawn loans      __________________________ 
Title loans        __________________________ 
Currency exchange      __________________________ 
Instalment loans      __________________________ 
Card services, reloadable debit card  __________________________ 
Tax preparation / discounting    __________________________ 
Money orders        __________________________ 
Cash for Gold        __________________________ 
Line of Credit        __________________________ 
Other 1         __________________________ 
Other 2         __________________________ 
Other 3         __________________________ 

b) If you wrote an amount under “Other”, please specify the type of revenue” 
Ex. Other 1 = Parking lot rented out for community events 
 



16. a) Based on your business' most recently completed fiscal year, please present your business' 
expenses for: 

i) all business lines 
ii) payday lending only 

If you do not account for payday lending separately, please provide your estimate 
            i) all business lines  ii) payday lending only 
Salaries and benefits        ________________  ________________ 
Incentive plan expense        ________________  ________________ 
Security  
   (e.g., armored car service, alarm systems)   ________________  ________________ 
Rent            ________________  ________________ 
Utilities           ________________  ________________ 
Insurance          ________________  ________________ 
Credit checks          ________________  ________________ 
NSF, and other bank service charges    ________________  ________________ 
Advertising          ________________  ________________ 
Depreciation and amortization expense    ________________  ________________ 
Provision for loan losses and doubtful accounts  ________________  ________________ 
Interest           ________________  ________________ 
Taxes            ________________  ________________ 
Franchise expenses (e.g., services to franchises) ________________  ________________ 
Other            ________________  ________________ 
Total expenses          ________________  ________________ 
 
b) If the expenses listed above for payday lending activities are not based on actual results (if 
they are estimated), please describe the method of estimation: 
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
_____________________________________________________________________________ 
 

17. Please list your business' assets at the end of the most recently completed fiscal year: 
         Amount ($) 

Cash              ________________ 
Accounts receivable – payday loans      ________________ 
Accounts receivable – other        ________________ 
Prepaids            ________________ 
Inventory            ________________ 
Net fixed assets           ________________ 
Other              ________________ 
Total assets            ________________ 
 



18. Please list your business' liabilities at the end of the most recently completed fiscal year: 
         Amount ($) 

Accounts payable          ________________ 
Salaries payable           ________________ 
Other payables            ________________ 
Inter‐business liabilities         ________________ 
Long‐term debt           ________________ 
Shareholder loans          ________________ 
Other              ________________ 
Total Liabilities            ________________ 
 

19. Please list your business' equity at the end of the most recently completed fiscal year: 
         Amount ($) 

Capital stock/paid in capital        ________________ 
Retained earnings          ________________ 
Net income for the year         ________________ 
Other              ________________ 
Total equity            ________________ 
 

20. Based on your financial statements for the most recent fiscal year, please describe and list the 
amounts of any unusual, non‐recurring or one‐time revenues or expenses incurred. 
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________ 
 

Financing/Capital Sources 
21. For any debt held by the business (e.g. line of credit, term loans, leases, shareholder loans, etc.) 

and other capital sources (e.g. common shares, preferred shares, convertible debt) provided by 
third parties, please describe the source of the funds and the cost including interest rates, fees, 
dividend payments, etc. 

Capital source ‐ Description of terms (cost) 
E.g. Term loan ‐ payable in 1 year ($4,000 @ 5% interest) 

______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________ 

 



Product Line Activity 
Please answer the following questions based on your most recently completed fiscal year 
 

22. a) Please provide the total number and value of payday loans issued or brokered. Please ensure 
the total value includes only principal advances and excludes fees and other charges. 

Number of loans issued (#)   Total value of loans issued ($) 
______________________  ________________________   
 

b) What is the average term (number of days) for payday loans? (#)  ______________________ 
 
c) Of the total number of payday loans issued, how many loans were issued within 24 hours of 
repayment of a previous loan (same customer)? (#)  ___________________________ 
 
d) Internet lending ‐ what is the value of payday loans that were issued or brokered through 
your internet lending operations (if applicable)? ($)   __________________________ 
 
e) Internet lending ‐ what are the number of payday loans that were issued or brokered through 
your internet lending operations (if applicable)? (#)  __________________________ 
 
f) Internet lending ‐ what were the total expenses attributed to running online payday lending or 
payday loan brokering operations? ($)  _________________________________________ 
 
g) Internet lending ‐ please list the categories of expenses that can be attributed to online 
payday lending or payday loan brokering operations  ______________________________ 
 
h) What is the $ value of payday loans that went into default (e.g. cheque returned NSF)? ($)

  __________________________________________________________________ 
 
i) What are the # of payday loans that went into default (e.g. cheque returned NSF)? (#)

  __________________________________________________________________ 
 
j) Of the total value of payday loans that went into default, what is the $ amount that was 
ultimately collected, not including fees and interest? ($) ________________ 
 
k) What is the average number of days required to recover default loans? (#)   
_________________________________________ 
 



Returned Cheques and Unrecoverable Debts 
23. a) For financial accounting purposes, do you write off payday loans in default at the time the 

cheques or pre‐authorized debits are returned as uncollected? 
⃝ Yes, we write them off as bad debt immediately 
⃝ No, we do not write them off as bad debt until after a period of time 
 
b) If you do not write them off immediately, how many days after the cheques or pre‐authorized 
debits are returned do you write them off as bad debt? (# of days)  What is the process? 
N/A if not applicable 
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________ 
 

Breakdown of Fees 
Please describe your fees for the following: 

24. a) Total cost of borrowing a payday loan. As per the Payday Loans Act, the total cost of 
borrowing includes all fees: 
E.g. $21 per $100 loan 
_____________________________________________________________________________ 

 
b) Default charges for payday loans, including NSF cheques: 
_____________________________________________________________________________ 

 
c) Interest and other charges on defaulted payday loans: 
_____________________________________________________________________________ 

 
Borrowing Patterns 

25. What are the total number of customers/borrowers that borrowed payday loans through your 
business in the last fiscal year? (#) 
Does not refer to total number of loans. If a customer takes out 4 loans over the year, he/she still 
counts as one customer. 
 



26. For the last fiscal year, how many customers/borrowers took out: 
Total should match the answer for question 18 

Number of customers/borrowers 
1 loan      ________________ 
2‐4 loans    ________________ 
5‐7 loans    ________________ 
8 or more loans   ________________ 
Total customers   ________________ 
 

27. If values in the last question were estimates, please describe method used to estimate values. 
Otherwise, please leave this question blank 
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________ 
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Appendix B Restrictions and 
qualifications 

8.01 This Report is not intended for circulation or publication, nor is it to be reproduced for any 
purpose other than as described herein, without our prior express written permission in each 
specific instance. Notwithstanding the foregoing, we hereby acknowledge that this Report may be 
used in regulatory proceedings for which it was commissioned and we will not unreasonably 
withhold our consent for such use. 

8.02 We do not assume any responsibility or liability for losses incurred by the Canadian Payday Loan 
Association, Bishop & McKenzie LLP, or any other parties as a result of the circulation, 
publication, or reproduction or use of this Report contrary to the provisions of this Report.  

8.03 Our work does not constitute an audit as defined by the Chartered Professional Accountants of 
Canada. Consequently, said work, and the resulting Report, does not constitute an auditor’s 
opinion. Further, our work cannot be used to provide assurance that it revealed all errors, 
omissions, or irregularities. 

8.04 This Report must be considered as a whole and selecting portions of the Report or the factors 
noted by us, without considering all factors and analyses together could create a misleading view 
of the process underlying this Report. The preparation of this Report was a complex process and 
is not necessarily susceptible to partial analysis or summary description. Any attempt to do so 
could lead to undue emphasis on any particular factor, calculation, or analysis. 

8.05 This Report has been based on information, documents and explanations that have been 
provided to us and therefore the validity of our conclusions rely on the integrity of such 
information. We were not under any obligation or agreement to investigate the accuracy of any 
third-party information, nor have we performed any investigative procedures to independently 
verify the accuracy of any third-party information. 

8.06 Should any of the information provided to us not be factual or correct, or should we be asked to 
consider different information or assumptions, our conclusions could differ from that expressed 
herein, and the differences could be significant. 

8.07 We reserve the right, but will be under no obligation, to review this Report, and if we consider it 
necessary, to revise this Report in light of any information which becomes known to us after the 
date of this Report. 

8.08 In preparing this Report, we have made certain assumptions as described throughout this Report. 
Should any of these assumptions prove inappropriate, our calculations and analyses, as 
expressed in this Report could change, perhaps materially. We caution the reader in this regard. 
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