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INTRODUCTION

The City of Milwaukee’s Convenient Lending Task Force was created by Common Council File
Number 041000, which was adopted on February 22, 2005 (Appendix A). This resolution
directed the 10-member Task Force to “investigate the impacts of convenient cash businesses on
surrounding neighborhoods, including but not limited to effects on public safety and community
and economic development”. It further directed the Task Force to develop a list of
recommended public-policy solutions to problems it identifies and to present its findings and
recommendations to the Common Council.

TASK FORCE MEMBERSHIP

The 10 members of the Convenient Lending Task Force are:

Ald. Joe Davis, Sr., chair (appointed by the Common Council President)

Ald. Terry Witkowski, vice-chair (Common Council President)

Chris Callen, Wisconsin Bankers Association (Common Council President)

Kathryn Crumpton, CCCS of Greater Milwaukee (Mayor)

Dorothy Dean, citizen at large (Common Council President)

Dimitri Jordan/Albert Franitza, Department of City Development (Commissioner of City
Development’s designee)

Deputy Inspector Anna Ruzinski, Milwaukee Police Department (Police Chief’s
designee)

Bethany Sanchez, Metropolitan Milwaukee Fair Housing Council (Common
Council President)

Jim Walrath, Legal Aid Society of Milwaukee (Common Council President)

Bobbie Webber, Jr., Neighborhood Assistance Corporation of America (Common
Council President)

MEETING DATES

The Convenient Lending Task Force convened on the following dates:

June 9, 2005

July 8, 2003
September 16, 2005
October 14, 2005
November 10, 2005
December 2, 2003
February 3, 2006
March 3, 2006
April 7, 2006

May 8, 2006

The agendas and minutes from these meetings are found in Appendix B.



DEFINITIONS

The resolution creating the Convenient Lending Task Force directed the Task Force to study the
impacts of “convenient cash businesses”. This term refers to three types of businesses in
particular: currency exchanges (i.e., check-cashing businesses), payday loan agencies and title
loan agencies. In many cases, a particular business establishment functions as two of these types
of businesses, most commonly a currency exchange combined with a payday loan agency. These
establishments are also referred to as “convenient lending businesses”.

The City’s Zoning Code defines the three types of convenient cash businesses as follows:

CURRENCY EXCHANGE means, in accordance with s. 218.05, Wis. Stats., any person
except banks incorporated under the laws of this state and national banks organized
pursuant to the laws of the United States and any credit union operating under ch, 186,
Wis. Stats., which obtains a certificate of authority from the Wisconsin commissioner of
credit unions, engaged in the business of and providing facilities for cashing checks,
drafts, money orders and all other evidences of money acceptable to such community
currency exchange for a fee, service charge or other consideration. This term does not
include any person engaged in the business of transporting for hire, bullion, currency,
securities, negotiable or nonnegotiable documents, jewels or other property of great
monetary value nor any person engaged in the business of selling tangible personal
property at retail nor any person licensed to practice a profession or licensed to engage in
any business in this state, who in the course of such business or profession and, as an
incident thereto, cashes checks, drafts, money orders or other evidences of money. (s.
295-201-135%)

PAYDAY LOAN AGENCY means an establishment providing loans to individuals in
exchange for personal checks as collateral. (5. 295-201-445)

TITLE LOAN AGENCY means an establishment providing loans to individuals in
exchange for receiving titles to the borrowers’ motor vehicles as collateral. (s. 295-201-
661)

All three types of convenient cash businesses are licensed by the Wisconsin Department of
Financial Institutions, Division of Banking — currency exchanges under s. 218.05, Wis. Stats.
(community currency exchanges) and the other two types under s. 138.09, Wis. Stats.
(precomputed loan law).



NUMBER AND DISTRIBUTION OF CONVENIENT LENDING BUSINESSES

Appendix C shows the current geographic distribution of convenient cash businesses in the city
of Milwaukee. The following table shows the number of establishments by aldermanic district,
as well as the non-white population and median household income of each district.

Aldermanic | No. of Pet, Of Median
Distriet Convenient Cash  Population Non- Household

Businesses, Jan., White, 2000 Income, 2000

2006 Census Census®

1 7 82.2% $30,265

2 12 68.4% $35,038

3 1 21.1% $35,019

4 4 56.9% $21,586

5 5 29.9% $41,751

6 5 93.5% $20,452

7 5 89.0% $30,704

8 3 55.8% $31,394

9 8 56.9% $37,025

10 2 35.2% $39,437

11 1 13.0% $40,737

12 9 79.2% $24,833

13 5 19.4% $41,990

14 AL 21.5% $37,960

15 4 94.5% $21,198

City Total 71 54.6% $32,216

* Median household income is an approximation based on assignment
of census “block groups™ to aldermanic districts.

Geographic Distribution

Both the map and the table indicate that the distribution of convenient cash businesses in
Milwaukee is highly uneven. The 2™ Aldermanic District on the Northwest Side has the largest
number of these establishments (over one-sixth of the city total), followed by the 12" District on
the Near South Side and the 9™ District on the Far Northwest Side. The concentrations along
North 76™ Street and West Capitol Drive are particularly notable. Central-city aldermanic
districts tend to have an average number of convenient cash businesses (see Districts 4, 6, 7 and
15), as does the Far South Side (District 13). (Note: In this analysis, 4 or 5 establishments is
considered an average number of convenient cash businesses in an aldermanic district.)
Convenient lending establishments are relatively rare on the East, Far West and Far Southwest
Sides (Districts 3, 10 and 11), and there are none at all on the Southeast Side (District 14).

Correlation with Minority Population
The three aldermanic districts with the most convenient cash businesses -- 2, 12 and 9 — all have

rminority populations above the citywide average of 54.6%. However, they are not the districts
with the largest non-white populations. Those districts - 15, 6 and 7 -- all have just an average
number of convenient cash businesses. On the other hand, the districts that have the fewest
convenient cash businesses -~ 14, 3 and 11 -- all have lower-than-average concentrations of



minority residents. Among districts with low minority populations, only district 13 has at least
an average number of convenient lending businesses.

Correlation with Income

There does not appear to be a strong correlation between the number of convenient cash
businesses in an aldermanic district and the median household income in the district. Two of the
three districts with the most convenient cash businesses — 2 and 9 — have median household
incomes above the citywide average, while incomes in the other district -- 12 -- are well below
the city average. The three poorest districts -~ 6, 15 and 4 -~ all have just an average number of
convenient cash businesses. The two highest-income districts — 13 and 5 — both have an average
number of convenient lending businesses. However, it should be noted that the three districts
with the fewest convenient cash businesses -- 14, 3 and 11 -- all have above-average median
household incomes.

Other Wisconsin Communities

Milwaukee is not the only Wisconsin community to experience a proliferation of convenient
cash businesses. As the following table shows, Milwaukee actually has fewer such
establishments per 10,000 residents than most other large municipalities in the state.
Neighboring West Allis actually has twice as many convenient cash businesses “per capita”™ as
Milwaukee, although Milwaukee’s second-largest suburb, Wauwatosa, has none. (Another
suburb, Greenfield, has 10 convenient cash businesses, for a rate of 2,77 per 10,000 residents).

CONVENIENT CASH BUSINESSES
IN 15 MOST POPULOUS
WISCONSIN MUNICIPALITIES
Municipality No. of No. of Licenses per 10,000
Licenses Residents (2004 pop. Est.)

1. Milwaukee 80 1.35
2. Madison 22 1.01
3. Green Bay 32 3.09
4. Kenosha 20 2.15
5. Racine 21 2.60
6. Appleton 19 2.64
7. Waukesha 7 1.05
8. Oshkosh 15 2.30
9. Eau Claire 16 2.50
10. Janesville 14 2.28
11. West Allis 16 2.64
12. La Crosse 12 2.33
13. Sheboygan 8 1.58
14, Wauwatosa 0 0

15. Fond du Lac 8 1.87

Note: This table shows the fotal number of currency exchange licenses
and payday lender/titie lender licenses in each municipality. Some
esiablishments have both types of licenses; henice, Milwaukee has

80 ficenses, but only 71 establishments (9 establishments lold both
types of lcenses).



OVERVIEW OF CONVENIENT LENDING INDUSTRY

As noted previously, the convenient lending industry is made up of payday lenders, title loan
lenders and currency exchanges. The nature of this type of business is to appeal to a segment of
the population that is either distrustful of traditional lending institutions or unable to use them
because of credit issues. Additionally, convenient lending establishments enjoy success among
lower-income and minority consumers because mainstream financial institutions (banks, savings
banks and credit unions) often do not offer the products and services these consumers want or do
not market them effectively.

Payday lending originated in the early 1990s, and its popularity continues to grow among certain
segments of society. This has resulted in rapidly growing problems for some consumers and an
increasing source of income for lenders. Payday loans are short-term loans of small amounts,
generally less than $500 with an annualized percentage rate that ranges from 391% to 572%.
Typically, a consumer will write a check for $345 and receive $300 from the payday lender with
the promise to hold the check for two weeks. The check will then be presented for payment.

The cost of the loan is $15 per $100. If the consumer cannot afford to have the check clear his or
her account in two weeks, the consumer returns to the payday lender, renegotiates the loan for
another two weeks and pays another $45. The average payday loan borrower pays $800 to
borrow $325.

Title loans work much the same way, only with a lower interest rate, as the borrower will turn
over the car title as collateral. The interest rate for these loans is about one-third the rate of
traditional payday loans.

Currency exchange businesses market to persons who lack banking relationships and need a
place to cash checks. The currency exchange business will charge a percentage of the check as a
fee for cashing the check. The fee is generally 10% of the check amount.

Payday lending has grown in recent years. In 2004, 22,000 payday loan stores nationwide
extended about $40 billion in short-term loans. Fifty-two percent of the borrowers made
between $25,000 and $50,000 annually, while 29% earned less than $25,000 a year. Repeat
borrowers account for 99% of payday loans. The average payday loan is “flipped” or “rolled
over” 8 times by a single lender.

What is the appeal of a payday loan? It’s quick ~ all you need is a steady source of income and a
checking account, A good credit record 1s not a consideration for the payday loan customer, who
may not qualify for a traditional loan or have a credit card. Payday loan amounts are small and
generally intended to cover an emergency. A payday loan might be used for car repairs, to stop a
utility disconnection, medical emergency or to cover a gambling debt. As a rule, banks and

credit unions do not write loans for under $1000. The payday loan is the type of loan that _
wouldn’t be needed if there were money in a savings account or a relative the berrower could ask
to borrow money from. Borrowers say that payday loans are easy to understand, with a {ee that

15 upfront and no hidden costs.



Those who have no relationship with a financial institution use currency exchange businesses.
This may be because they don’t trust banks and credit unions or it may be because they have
misused an account in the past and been denied access to the banking community, They may
also be in this country illegally and not want to open an account because of their illegal status.
For these consumers, it is easier to pay a fee to cash a check with no questions asked than to
apply for an account at a traditional financial institution.

Additional information on the customer base of the convenient lending industry is found in the
Fannie Mae Foundation’s in-depth 39-page report titled “Analysis of Alternative Financial
Service Providers”
(www.fanniemaefoundation.org/programs/pdf/021904_altfin_servproviders.pdf). The authors of
this report, Noah Sawyer and Kenneth Temkin, conclude, on the basis of their analysis of the
locations of check-cashing outlets, payday lenders and pawnshops in Washington, DC, and 7
major urban counties across the nation, that:

¢ Convenient cash businesses are disproportionately located in minority, low-income
neighborhoods. '

¢ Convenient cash businesses tend to cluster in neighborhoods with a higher share of
minority and low-income residents.

¢ More convenient lending businesses per capita, and fewer banks per capita, are found in
census tracts that are disproportionately minority and/or poor.

As for why convenient lending industry customers are not using traditional financial institutions,
Sawyer and Temken state: “It appears that mainstream financial providers either are not offering
lower-income, minority households the core products and sérvices they need or providers are not
effectively reaching out to these consumers” (Sawyer and Temken, p. 4).

Appendix D contains a number of additional articles providing backgreﬁnd information on the

payday lending industry, including information on characteristics of the industry’s customer
base.

PUBLIC SAFETY ISSUES

Maps showing the locations of convenient lending institutions and robberies in the first 11
months of 2005, by police district, are found in Appendix E. In addition, Appendix E contains a
citywide map showing the locations of banks, convenient lending institutions and 2005
robberies.

Also relevant to the issue of public safety are data on reported “Part 17 crimes (i.e., violent
crimes) within 500-foot and 1,500-foot radii of convenient lending businesses and citywide in
2002, 2003 and 2004. These data are found in a table that is included Appendix E.

Based on the number of violent crimes (especially robberies) that have occurred in the vicinity of
convenient cash businesses, as indicated by the crime maps and table, it appears that these
establishments tend 1o set up in neighborhoods that have other socioeconomic issues. While the
conclusion that these types of businesses increase crime in an area cannot be drawn, such
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establishments do increase the opportunity for crime to occur. Because convenient lending
institutions do not fall under the same security guidelines as mainstream financial institutions,
there are no sanctions for them not providing a safe environment in which to do business. For
instance, they are not required to have security cameras or any specific types of lighting. This
creates an atmosphere for crimes of opportunity, such as robberies and thefts. Criminals have
easy access to victims, who are perceived to have large amounts of currency on them. Victims in
the normal course of business are not always cognizant of their surroundings, especially since
they may have money matters or "troubles" on their minds. Combine these two conditions with
the lack of a requirement for any type of surveillance deterrent and it makes for an inviting
atmosphere for criminals. We must be careful to not blame convenient lending institutions for a
rise in crime in the surrounding area, but these establishments are a contributing factor to the
overall perception of lack of security in the area, which drives crime.

NEIGHBORHOOD IMPACT ISSUES

In the course of developing this report, the Task Force came to the realization that there are not
readily-available data on the activities and impacts of convenient lending establishments (e.g.,
number and dollar volume of loans made, number of loan rollovers, geographic distribution of
customers, etc.). The State of Wisconsin needs to do a better job of collecting data and
disseminating it to the public. The Task Force found it particularly difficult to obtain data from
Wisconsin Department of Financial Institutions, the agency that regulates convenient cash
businesses.

Alderman Davis, on behalf of the Task Force, submitted a formal Open Records request to DFI
for aggregate data collected by DFI on Schedule B of the “Loan Company Annual Report”
which every payday loan business is required to submit to DFI by March 15 of each year (see
copy of letter in Appendix F). Prior to the mailing of this letter, a member of the Task Force was
informed by a DFI representative that DFI considers the information contained in the loan
company annual reports confidential. However, in its response to the Open Records request, DFI
provided the following aggregate (statewide) data on payday loan stores in Wisconsin:

Year No. of Payday Loan No.of Loans Total Value  Avg Loan
Office Locations Made of Loans Amount
1996 64 80,000 $11,200,000 $140
1597 126 350,618 $73,911,085 5211
1998 162 630,300 $147,180,513 $234
1999 174 839,285  $200,200,768 $239
2000 202 955,666 $241,526,398 $253
2001 241 1,087,213 $316,175,386 $291
2002 274 1,222,864  $367,296,623 $300
2003 337 1,324,405 $429,749,464 $324
2004 393 1,502,391  $506,621,990 $337

These statistics indicate that in the most recent 4-year period for which data are available (2000
- 10 2004), the number of payday loan outlets statewide nearly doubled, the number of loans made
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increased 57% and, perhaps most significantly, the total value of payday loans made more than
doubled, from $241.5 million to $506.6 million. While these figures are not broken down by
county, municipality or ZIP code, they do indicate that convenient lending businesses are taking
millions of dollars out of Wisconsin communities and neighborhoods. Also, as described earlier,
these are high-interest-rate loans that are frequently rolled-over by borrowers. Therefore, payday
lenders have significant economic impacts on the neighborhoods in which their borrowers live,
extracting millions of loan-fee dollars that might otherwise be used by neighborhood residents
for long-term wealth-building.

While statistical data on the neighborhood-level impacts of convenient cash businesses are
difficult to come by, there is plenty of evidence of harmful effects of these businesses. Perhaps
foremost among these impacts is the increasing level of criminal activity near convenient cash
businesses. As more convenient cash businesses locate within their boundaries, municipalities
are noticing increases in violent and property crimes affecting business employees and
customers, such as robberies, thefts and burglaries (see Appendix G for newspaper articles
describing violent crimes occurring within or just outside Milwaukee convenient lending
establishments). The public-safety impacts of convenient cash businesses on the City of
Milwaukee are documented and discussed in the preceding section of this report.

Further evidence of the neighborhood impacts of convenient lending businesses is found in
Steven L. Graves’ article in The Professional Geographer, “Landscapes of Predation, Landscapes
of Neglect: A Location Analysis of Payday Lenders and Banks” (Appendix H). Graves analyzed
the location strategies pursued by banks and payday lenders in seven Louisiana parishes and in
Cook County, Illinois, with particular emphasis on comparing the race and income
characteristics of neighborhoods that have each type of business. This article also provides
considerable useful background information on the characteristics of payday loans and the
payday lending industry. The findings of Graves’ statistical analysis suggest that payday lenders
are locating in neighborhoods that are poorer and have higher concentrations of minorities than
the community as a whole. Conversely, Graves found that banks favor locations in areas that
have higher incomes and lower proportions of minorities than the community as a whole (this
relationship was even stronger than the correlation between payday lender locations and
minotity/low-income populations). He also found that these relationships are particularly strong
in large, urban counties. He concludes that, in less-populous counties, the spatial availability of
retail space is a more important factor in location decisions of banks and payday lenders than
income and racial characteristics of the local populations. In summary, Graves found that
payday lenders target minority and low-income neighborhoods, while banks avoid and neglect
the same neighborhoods.

Other notable probiems associated with convenient cash businesses include increased traffic,
pressures on limited parking, business and customer activities after normal business hours
(especially affecting adjacent residential areas), and signage and lighting that are out of character
with surrounding businesses. These same issues have already arisen in lower-income
neighborhoods that have experienced the arrival of adult entertainment establishments, the
spread of liquor stores, and the increasing presence of comer convenience stores.
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ALTERNATIVES TO CONVENIENT LENDING BUSINESSES

One approach to stemming the proliferation and overconcentration of convenient cash businesses
and to reducing their harmful impacts on communities is to offer their customers alternatives to
convenient lending. Many of these alternatives are described in the Fannie Mae Foundation
report titled “Innovations in Personal Finance for the Unbanked: Emerging Practices from the
Field” (Appendix I). Among the case-study alternatives described in this report are:

The “Stretch Loan” offered by ASI Federal Credit Union to its customers in Southern
Louisiana. ASA members can obtain loans of $200 to $500 to tide them over until their
next paychecks. These loans have an annual interest rate of only12% and a weekly fee of
$3. ASI also offers one-on-one credit counseling and seminars on personal finance
management.

The “Cash & Save” initiative of the Union Bank of California. Cash & Save offers
customers a combination of check-cashing services and traditional banking services in an
effort to assist low- and moderate-income customers in making the transition to
traditional banking.

The Bethex Federal Credit Union and RiteCheck Partnership. This is a partnership
between a traditional financial institution (Bethex) and a chain of check-cashing outlets
(RiteCheck). Under this partnership, the institutions can offer a range of services
extending from traditional banking products to check-cashing, money-wiring and utility-
bill payment. RiteCheck customers receive free check-cashing of Bendix-issued checks.
RiteCheck is also able to offer Bethex depository services to its customers.

NorthSide Community Federal Credit Union’s “Hot Funds/Cold Cash” initiative. This
Chicago credit union offers small, low-interest-rate loans to its customers as an
alternative to payday lending. Loans of up to $500 have an annual interest rate of 16.5%
and an initial loan fee of $10, with repayment over a six-month term. Loan roll-overs are
not permitted, but partial payments are allowed. Another NorthSide initiative called
“Payday Alternative Loan” allows borrowers to take a second loan of up to $500 if the
balance on the first loan is $250 or less. ‘

Compass Center’s banking services for the homeless. With assistance from the for-profit
Commerce Bank of Washington, the Compass Center, a non-profit organization that
provides various services to Seattle’s homeless population, offers basic banking services
to the homeless at low or no cost. Homeless individuals are able to open and maintain
bank accounts and to deposit their entitlement payments in those accounts. Commerce
Bank maintains the master account for the Compass Center that is used to operate this
program,

Directo Program. Directo is an Atlanta-based financial technology firm. It has created a
payroll-based debit card program that functions as an alternative to traditional checking
accounts. A DirectoCard account is, in effect, an all-electronic checking account. An
employee’s paycheck is deposited directly in an electronic bank account, and funds can
be withdrawn at any ATM. The Directo program is particularly beneficial to individuals
who have been denied traditional checking accounts based on poor credit history, It
allows an individual to establish a depository account {with ATM privileges) based solely
on employment status, not credit history. Directo customers also benefit by being able to
“cash” their paychecks without having to pay the fees charged by check-cashing
establishments,
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¢ Shorebank’s Extra Credit Savings Program. This is a partnership between Chicago’s
ShoreBank and the non-profit Center for Economic Progress. Program participants
(households eligible for the Earned Income Tax Credit) receive free tax preparation and
financial education services, They are also encouraged to open bank accounts into which
their tax refunds can be deposited directly. The Extra Credit Savings Program benefits
low-income households by providing them with free income tax retumn preparation and a
bank account, while providing ShoreBank with an expanded customer base.

¢ Northeast Community Federal Credit Union Tenderloin branch-services. This credit
union operates a branch in San Francisco’s low-income Tenderloin neighborhood at
which homeless, immigrant and low-income customers can obtain basic banking services
(savings accounts, direct deposits) as well as services typically offered by convenient
lending establishments (check-cashing, money orders and short-term loans similar to
payday loans). Customers also receive financial education and one-on-one financial
counseling. Thus, this program not only offers customers an alternative to high-cost
convenient-cash business services, but also an opportunity to enter the traditional banking
market and to begin the wealth-building process.

* [Llorida Central Credit Union services. This credit union operates two branches in
Tampa’s Hillsborough neighborhood. By paying a small membership fee, customers at
these branches can obtain both lower-cost versions of convenient-cash services (e.g.,
check cashing and payday loans) as well as traditional banking services (e.g., savings and
checking accounts, financial counseling). While Florida Central Credit Union charges
risk-based interest rates for its consumer loans (i.e., higher rates for borrowers with poor
credit histories), its rates are still far lower than those of convenient lending institutions.

Two other articles relating to alternatives to convenient-cash businesses are also found in
Appendix 1. One article describes a new bank in South Bronx that will offer full check-cashing
services to its customers in an artempt to attract more unbanked people to become regular bank
users. The other article discusses a New York State program under which banks in designated
“banking development districts” (areas deemed underserved by traditional financial institutions)
are rewarded with millions in state and municipal deposits, thereby giving them an incentive to
open branches and make more loans in low-income neighborhoods. By encouraging the
development of traditional banks and thrifts in underserved areas, the New York program in
effect creates more alternatives to convenient lending,

Closer to home, there are at two significant alternatives~to-payday-lending initiatives underway
in Wisconsin. In June, 2005, Goodwill Industries of North Central Wisconsin and Appleton-
based Prospera Credit Union jointly opened the “GoodMoney” facility inside a new Goodwill
store outside Appleton. At GoodMoney, consumers can obtain short-term loans and check-
cashing services from Prospera at substantially lower cost than at convenient-cash outlets. Loan
customers are not subject to credit checks but must have accounts with Prospera (with a balance
as low as $5), live in Prospera’s four-county services area and pay a $9.90 loan fee. Loans are in
the $200-$750 range. Over 1,000 loans have been made since inception of the program, even
though there has been no advertising. In addition to low-cost loans and check-cashing services,
GoodMoney customers are also given information on the financial workshops and money/budget
counseling services offered by the Goodwill-sponsored Finiancial Information & Service Center
at another location. A news release relating to the GoedMoney initiative is found in Appendix J.
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A second alternative to convenient lending is being offered to Wisconsin residents through
“REAL Solutions,” a collaborative effort of the Filene Research Institute (Madison), the
Wisconsin Credit Union League and participating credit unions. This program, created in 2004,
offers participating credit unions toolkits for developing low-cost alternatives to government and
payroll check cashing and new alternatives to payday lending. It also offers services that don’t
relate to convenient lending per se, but target the same customer base, such as free direct deposit
of income-tax refunds for consumers who open credit-union accounts. (Income-tax “refund
anticipation loans” are similar to payday loans in that they typically have exorbitant interest rates
and are aimed at low-income households.) REAL Solutions targets three groups of consumers:
low-income tax filers, Hispanics and users of payday loan services. During 2005, 40 credit
unions with more than 140 locations across the state joined the REAL Solutions program. More
information about the REAL Solutions initiative is included in two Credit Union League
documents in Appendix J.

Finally, whﬂe not explicitly presented as an alternative to convenient lending, the Get
Checking™ program should be regarded as a valuable potential resource for moving consumers
away from high-cost payday loans and checkvcashmg to lower-cost banking services at
traditional financial institutions. Get Checking™ is an educational program designed to help
consumers who do not have relationships with traditional financial institutions gain access to
basic banking services, namely deposit accounts (checking and savings). Program participants
learn personal financial management skills. Following successful completion of the course,
participants receive certificates which they can take to pa articipating financial institutions to open
accounts under agreed-upon conditions. Get Checking'™ was first deveioped in Milwaukee in
1998 by a coalition of financial institutions, credit unions and social service agencies. It is now
available in 50 communities in 18 states. Nationwide, more than 5,000 consumers have
completed the Get Checking™ financial management course. Here in Milwaukee, Get Checking
is coordinated by the UW Extension-Milwaukee County, the UWM School of Continuing
Education and eFunds®™

REGULATION OF CONVENIENT LENDING BUSINESSES

The discussion of laws and regulations governing convenient lending businesses in this section
of the Task Force report will concentrate mainly on payday loan and auto title loan businesses.
There are, of course, other sources of convenient credit and check-cashing services that are
targeted to low-income consumers. Convenient credit businesses also include pawnbrokers,
rent-to-own stores, income-tax preparers that offer refund anticipation loans, and currency
exchanges. But, in the main, it is the payday lenders and auto title lenders that have shown
explosive growth in Milwaukee and around the state of Wisconsin. Surprisingly, this exceptional
growth has not brought any significant changes to the legal framework within which these
convenient lending businesses operate. The laws and regulations, at least at the federal and state
levels, are basically the same as they were more than ten years ago when payday lending and
other short-term consumer loan enterprises first opened their doors.

This discussion will first describe various federal and state laws that are intended to protect

consumers from misleading, abusive, or unconscionable practices that have been observed in
convenient lending transactions in Wisconsin, particularly Milwaukee. Second, the discussion
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will explore the extent to which zoning regulations have been crafted in Milwaukee to counteract
the perceived, deleterious effects of convenient lending operations on neighborhoods or the city
as a whole.

Federa! Controls

The primary federal consumer protection regulation affecting convenient lending in Wisconsin is
the federal Truth in Lending Act, or “TILA”. As is the case with Wisconsin’s own consurmner
protection laws, TILA is intended primarily to make consumer credit transactions, including
consumer loans, uniform, transparent and useful for comparison-shopping purposes. TILA was
first enacted in 1968 to cut back on deceptive creditor practices, such as misleading terminology
and hidden, unstated charges. It imposes disclosure requirements that should be complied with
before any consumer transaction is finalized. Perhaps the most common of these disclosure
requirements is the "federal box" section on loan documents. This part of the loan contract is
supposed to declare in conspicuous, bold print certain basic information: the amount loaned, the
amount of the finance charges, the total amount of the loan and charges owed and payable; and
the "APR" or annual percentage rate, or annualized cost of credit. For enforcement purposes,
TILA allows consumers to file suit for violations of its disclosure requirements.

The Truth in Lending Act does not, however, place restrictions on how much a lender can charge
in loan interest, various fees (e.g., late fees) or other finance charges. Instead, TILA operates on
the theory that ample disclosure of charges and terms will let consumers make informed,
market-based decisions; that is, fully-informed consumers will be able to distinguish a good loan
deal from a bad one, with overpriced loan products and the lenders that market them inevitably
losing business. The market, so goes the theory, will regulate itself, and arguably arbitrary
legislative or regulatory limits dictating how much lenders should charge, and what loan terms
they can impose, will be unnecessary.

Another major source of federal consumer protection, the Fair Debt Collections Practices Act
("FDCPA™), prohibits various forms of abusive debt collection activities. This law was enacted
primarily to protect consumers from unwarranted threats and harassment by bill collectors. Like
TILA, the law gives consumers the right to claim in court that a creditor has engaged in
prohibited, abusive conduct to collect a debt. But, also like TILA, the FDCPA does not impose
limits on how much a lender can charge borrowers, either as fees and interest in the underlying
loan transaction or as charges imposed as part of the debt collection process.

The Truth in Lending Act and the Fair Debt Collections Practices Act have governed payday and
auto title lenders in Wisconsin since these businesses first appeared here. Moreover, these
establishments have not protested the applicability of these laws to their operations, By contrast,
in many states other than Wisconsin, convenient lending businesses have argued that TILA and
state small-loan laws (typically usury statutes that place caps on interest rates) do not apply to
their transactions at all. They have contended, for example, that their transactions are deferred
check-cashing arrangements (sometimes called "deferred presentments”) involving check-
cashing service charges, not extensions of credit.

Why have these lenders openly promoted their products in Wisconsin as "loans,” and conceded

in this state that they are subject to TILA disclosure rules? The answer is tied to the Wisconsin’s
unique legislative stance on loan rate caps — caps that are usually found in state small-loan laws
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or usury statutes. Wisconsin has no such caps; they were eliminated in 1984. Indeed, Wisconsin
is one of only nine states that do not have rate ceilings on small loans. Accordingly, these states
provide an exceedingly fertile environment for high-cost, high-rate loan deals. Payday lenders
can charge over 1000% APR and auto title lenders can impose finance charges starting at 300%
APR, just two examples from Milwaukee convenient lender deals, because Wisconsin does not
control or limit the amount a consumer can be charged for a small loan (see sample loan
agreement in Appendix K).

As a corollary, these lenders have found that cash-desperate consumers in Wisconsin are willing
to pay incredibly high finance charges, even if they are fully and openly disclosed in compliance
with TILA requirements. Thus far, market competition has not materialized; consumers in
search of convenient, small loans clearly are showing a strong inclination to sign up for loans at
very high costs.

Clearly, convenient lending businesses are booming despite TILA and the FDCPA. The main
source of consumer protection under federal law — TILA -- has had little influence on loan
product pricing by lenders, or on comparison shopping by borrowers. Payday and auto title
lenders have generally complied with TILA disclosure rules simply because they have learned
that their astronomical, fully-disclosed interest rates are not discouraging potential customers
from becoming borrowers. Moreover, there have been few FDCPA lawsuits against these
lenders because, in general, they have not needed to send delinquent accounts to debt collectors.
Apparently, there are so many high-cost (and profitable) loans in the portfolios of these lenders
that they find it unnecessary to pursue borrowers in default. As a result, there have been few
occasions for FDCPA violations to occur.

State of Wisconsin Controls

In many respects, Wisconsin’s legislative strategy to control abuses by payday and title loan
businesses is similar to the federal approach. Loan terms and rates must be adequately disclosed;
debt collection abuses are prohibited. But, as noted above, there is no restriction on what a
lender can set as an interest rate, or on the amount of interest a lender can charge. Nor is there a
limit on the number of times a payday loan can be “rolled over”. Disclosure requirements are
imposed by provisions of Wisconsin’s Precomputed Loan Law” (s. 138.09, Wis. Stats.; copy can
be found in Appendix F), and the Wisconsin Department of Financial Institutions (“DFI”) 1s
responsible for taking action against lenders who fail to comply. The precomputed loan law
provides in part that no lender shall:

“...advertise, print, display, publish, distribute or broadcast or cause to be printed,
displayed, published, distributed or broadcast in any manner, any statement with
regard to the rates, terms, or conditions for the lending of money, credit, goods or
things in action which is false or calculated to deceive.” (s. 138.09(5))

Further, every lender shall:
“(a} Deliver to the borrower, at the time a loan is made, a statement in the English
language showing in clear and distinct terms the amount and date of the note and of

1ts maturity, the nature of the security, if any, for the loan, the name and address of
the borrower and of the licensee, the amount of interest, the proceeds of the loan
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after deducting such interest, a description of the payment schedule and the default
charge. Disclosures made in accordance with the federal consumer credit protection
act [TILA} and regulation Z shall also indicate that the borrower my prepay the
borrower's loan in whole or in part and that if the loan is repaid in full the borrower
will receive a refund of interest as provided by this section. The statement shall also
indicate the percentage per year of interest charged in the transaction.

(b) Give to the borrower a plain and complete receipt for all cash payments made on
account of any such loan at the time such payments are made.

(c) Permit payments of the loan in whole or in part prior to its maturity.

{d} Upon repayment of the loan in full mark indelibly every obligation, other than a
security agreement, signed by the borrowers with the word "Paid" or "Canceled"
and cancel and return any note. When there is no outstanding secured obligation
such licensee shall restore any pledge, cancel and return any assignment, cancel and
return any security agreement given to the licensee by the borrower and file a
termination statement terminating any filed financing statement.

(e) Take no note, promise to pay, security nor any instrument in which blanks are
left to be filled in after the loan has been made except that a detailed description or
inventory of the security may be filled in, with the written consent of the borrower
within 10 day thereafter.” (s. 138.09(8))

Interestingly, while the Precomputed Loan Law does not specify a maximum interest rate for
payday loans, the very next section of the Statutes imposes such restrictions on pawnbroker loans
(see copy of s. 138.10, Wis. Stats., also in Appendix L). Specifically, the Statutes limit
pawnbroker loan amounts to §150 and interest rates to 3% per month.

Beyond the controls given to DFI under the Precomputed Loan Law, the Wisconsin Consumer
Act (“WCA”) protections against unfair loan terms in chs. 422 and 425, Wis. Stats., as well as
the protections against collection abuses set out in ch. 427, are enforceable by consumers in
private actions. For example, the WCA imposes limits on the amount a lender may charge in
delinquency charges for overdue payments, as well as limits on when lenders can assess attorney
fees for debt collection efforts. It prohibits lenders from leaving out essential provisions in
transaction documents -- provisions that might later be used to the borrower’s disadvantage.
The WCA also prohibits fenders and other creditors from engaging in "unconscionable” dealings
such as price gouging and taking advantage of a consumer’s lack of education or inability to
understand the language of a contract.

Provisions such as these have formed the basis for private litigation against some payday lenders
in Wisconsin. Some of these lawsuits have ended in monetary settlements for large numbers of
customers. See, for example, news articles describing a settlement involving National Cash
Advance in Appendix M. However, even million-dollar settlements benefiting thousands of
borrowers have not dissuaded these businesses from continuing to charge loan rates ranging from
500 to 1000% APR.
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Lastly, the Precomputed Loan Law and the Wisconsin Consumer Act contain an important
mechanism for regulating consumer lending practices not found in the federal legislation,
namely, licensing requirements. In order to do business in Wisconsin, a payday lender or auto
title lender needs to comply with ss. 138.09 and 426.201 of the Wisconsin Statutes. In particular,
s. 138.09 requires the business to be licensed by DFI. Application fees and surety bonds must be
submitted, Background information forms must be completed to satisfy DFI that the corporate
applicant and its officers meet standards of suitable character, general fitness, and financial
responsibility. (However, consumers do not have a remedy against lenders who obtain licenses
by misrepresentation or fraud.). After a license is obtained, the lender must file annual reports
disclosing, among other things, consumer complaints that have been filed against it, the general
volume of its loan activities, the volume of its delinquent and bad debt accounts, and its
“rollover” payday loan inventory (a copy of the loan company annual report form is provided in
Appendix N). The information provided on these reports could tell Wisconsin consumers a lot
about the profitability and volume of payday and title lending in the state, but DFI does not allow
public access to the reports.

While the Precomputed Loan Law authorizes DFI to revoke or suspend lender licenses for
misinformation in applications and reports, the Task Force is not aware of any occasion in which
DFT has in fact revoked or suspended the license of a payday or title loan business for false,
misleading, or incomplete reports; nor is the Task Force aware of any DFI action against a
licensed lender for violations of the Precomputed Loan Law or the Wisconsin Consumer Act.

In summary, Wisconsin consumer protection laws do provide more enforcement tools to combat
abusive practices by payday and title lenders than are available under TILA or the FDCPA.
Litigation efforts, relying on the private remedies in the WCA, have successfully obtained
rebates of finance charges, but litigation has not caused lender practices to change significantly,
or, most importantly, brought about a reduction in fees and charges. Similarly, administrative
enforcement of licensing rules by DFI has not curtailed the expansion of convenient lending
businesses in municipalities around the state. Overall, these tools have done little to curb the
overpricing of loan products or the abuses of repeated loan "rollovers."

In conversations with DFI officials, Task Force members learned that DFI is not at this time
proposing any legislation or administrative rules to “toughen up” state regulations of convenient
lending establishments. Thus, any changes in state law will need to be initiated at the “grass
roots” level, with sponsorship by assembly and senate members who can get things done, along
with help from effective lobbyists.

Local Regulations :

While the federal and state governments regulate convenient lending businesses primarily from a
consumer-protection perspective, the focus of local regulations has been on addressing the local
impacts of such businesses through zoning,

City of Milwaukee Zoning Regulations

The City of Milwaukee began explicitly regulating convenient cash businesses in May, 1990,
when the Common Council passed File Number 891575, This ordinance created a definition of
“currency exchange” based on state statutes and designated currency exchanges as special uses
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in commercial, central business and industrial zoning districts. It did not create regulations
applicable to payday loan or title loan businesses.

With the passage of Common Council File Number 990366 in November, 1999, the City of
Milwaukee started to regulate title loan businesses. This ordinance made title loan agencies
special uses in the same zoning districts in which currency exchanges were already special uses.
Common Council File Number 000395, passed in September, 2000, imposed the same
requirement on payday loan businesses.

In 2003 and 2004, the Common Council considered File Number 021309, a proposed ordinance
that would have made all three types of convenient cash businesses prohibited uses in all zoning
districts. The City’s Zoning Code Technical Committee and, in particular, the City Attorney’s
Office did not look favorably on this legisiation because it would have made it impossible to
locate one of these businesses in the city of Milwaukee. They also felt that the legislation did not
provide convincing evidence that convenient lending businesses have substantial adverse impacts
on the communities in which they locate. In November, 2004, the Common Council voted to
place this ordinance on file.

While the Common Council did not find passage of File Number 021309 to be appropriate, it did
enact another piece of legislation that further regulated the location of convenient cash
businesses. In November, 2004, the Council passed File Number 031614, an ordinance that
required any new currency exchange, payday loan agency or title loan agency to be located:

I. Atleast 1,500 feet from any existing currency exchange, payday loan agency or title
loan agency.

2. Atleast 150 feet from any single-family or two-family residential zoning district.

In conjunction with development of these distance requirements, the City Attorney’s Office
prepared a legal opinion on this topic. This opinion, which can be found in Appendix N, states
that the Common Council has, under proper circumstances, the authority to establish distance
requirements in the zoning code for uses such as payday loan businesses. It is noted that courts
have generaily upheld distance requirements as being reasonably related to promoting the public
welfare because they mitigate harmful effects of the restricted use. The City Attorney also
indicates that the Common Council must make its decision to establish spacing requirements
based on a substantial record of evidence which demonstrates a reasonable relationship between
the proposed distance requirement and the reduction of harmful impacts of the regulated use.

Common Council File 031614 was the City’s most recently enacted legislation relating to
convenient cash businesses. All current Zoning Code provisions for these businesses can be
found in Appendix O.

A Department of City Development analysis of Board of Zoning Appeals cases involving
convenient cash businesses and considered by the Board since passage of File 031614 found that
the City’s current zoning regulations having been highly effective in preventing the further
proliferation of these establishments. Specifically, DCD found that the Board:
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1. Renewed special use permits for 2 existing convenient cash outlets.
2. Granted one existing facility a use variance.

3. Denied or dismissed special use permit requests for 6 proposed (new) convenient cash
outlets. : : _ _ o

4. Denied or dismissed use variance requests for 8 existing or proposed convenient cash
outlets for which use variances are required.

5. Has not approved a special use permit or a use variance for any new convenient cash
facility.

City of Milwaukee Non-Zoning Legislation

While most City legislation relating to convenient cash businesses has been in the area of zoning,
the Common Council has considered a few non-zoning items. In October, 2000, the Common
Council adopted File Number 000797, a resolution authorizing and directing the City’s
Intergovernmental Relations Division to lobby for introduction and passage of state legislation
establishing a maximum interest rate that may be charged by payday loan agencies. However, as
mentioned earlier, no interest-rate limits have been established to date. More recently, the
Common Council adopted File Number 051001, a resolution expressing the City’s support for
enactment of 2005 Assembly Bill 914, which would establish a maximum finance charge of 2%
per month for payday loans. Copies of these two Common Council files, as well as Assembly
Bill 914, can be found in Appendix P.

Finally, in May, 2004, Ald. Joe Davis, Sr., introduced an ordinance that would require

convenient cash businesses to meet various security-related requirements. For example, each
business would be required to maintain a safe on the premises, have customer entrance and exit
doors made of glass or other transparent material and maintain a list of all current employees that
includes names, home addresses and home telephone numbers. In addition, this ordinance would
require all managers and employees of convenient cash businesses to complete a training course
in robbery prevention provided by the Milwaukee Police Department. In September, 2004, the
City Attorney’s Office issued an opinion on the proposed ordinance (copies of both the

ordinance and the legal opinion can be found in Appendix P). The opinion indicates that the
ordinance is not legal and enforceable and is problematic primarily on two grounds:

1. Certain provisions of the ordinance may exceed the statutory limits of the City’s
police powers.

2. Certain provisions of the ordinance may violate the Equal Protection Clause of the
federal and state constitutions in that they mandate security measures for a certain class
of businesses (i.e., convenient cash businesses) but do not require those same measures of
other businesses that are similar in nature.

in this opinion, the City Attorney also notes that:
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“.. regulatory measures may not be imposed against the quasi-financial industry due to
opposition to its presence in the City or to its lending or other credit practices, including
interest rates and collection methods. These are matters properly reserved for State
regulation and that are in all likelihood pre-empted by State law.”

The City Attorney states that the most serious problem with this proposed legislation is the
virtual lack of a legislative record in the ordinance file. The legislative record contains
insufficient evidence to demonstrate a rational relationship between the specific provisions of the
proposed ordinance and attainment of the police-power objective of enhancing public safety.
Nor does it contain sufficient evidence to substantiate a basis and rationale for targeting the
convenient lending industry, as opposed to other types of businesses. If additional evidence and
appropriate legislative findings were provided, many of the City Attorney’s concerns about the
proposed ordinance might be sufficiently addressed. However, in its current form, the ordinance
is not legal and enforceable and it remains “in committee” (Zoning, Neighborhoods and
Development Committee).

Regulations in Other Communities

Nationally, at least 34 municipalities are known to have enacted zoning ordinances or other
general welfare regulations to curtail perceived problems generated by convenient cash business
locations. A selected listing of such municipalities, the nature of the businesses regulated (e.g.,
check cashing , title loan, etc.) and the types of local controls is set forth in Appendix Q, “Payday
Lending Zoning Laws/Legislation," Of the 34 municipalities, at least 23 have used zoning
ordinances as a means of managing dramatic increases in the number and operation of
convenient lending businesses. Some communities have classified such businesses as "special
uses.” With this classification, it is presumed that convenient cash businesses are not generally
permitted uses and must, therefore, satisfy local zoning authorities that their presence will not
adversely affect surrounding areas, particularly residential neighborhoods or nearby businesses.
Likewise, as special uses, these businesses must demonstrate that their operations will not be
detrimental to the "public health, safety and general welfare." Currently, the City of Milwaukee
uses that approach, as does Superior, Wisconsin.

Some municipalities have carried the regulatory response a step further, enacting ordinances that
limit the density of establishments or the number of convenient cash business locations allowed
{usually based on a formula of one location per several thousand residents). Examples of these
communities are denoted in the “Basis for Limits” column in Appendix Q under the term
"Density.” For example, the land use development ordinance of West Valley City, Utah, limits
the number of check cashing or “deferred deposit loan” businesses to one per every 10,000
residents (see also the excerpt from the West Valley City code in Appendix Q). Other
municipalities, such as Madison, Wisconsin, have focused not on controlling the number of
businesses but, rather, on the hours of business operations (see the United States District Court
decision for The Payday Loan Store of Wisconsin, Inc.. di/b/a Madison’s Cash Express v. City of
Madison dated August 5, 2004, in Appendix Q). In the case of Madison, the court upheld such
controls against a challenge based on claims of arbitrary and discriminatory legislating by the
Madison Common Council. The Court reasoned that the city did not have to tackle all types of
situations where businesses may produce certain adverse effects; it was enough that the Common
Council speculated that convenient cash businesses could generate increased ¢rime activity of
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more noise, traffic or distracting lighting. "There are rational reasons for legislating,” said the
court.

Consistent with those concerns, other cities and towns have imposed even greater limits on
convenient cash businesses related to security and safety concerns, noise and signage. For
example, Oakland, California, requires the presence of uniformed security guards, anti-loitering
signs, unobstructed windows, and other strategies to deter criminal activity {Appendix Q).

Overall, more and more communities around the country are looking to municipal regulations to
control the growth and adverse effects of convenient cash businesses. Even this February 28, the
Tucson City Council enacted an ordinance that makes “non-chartered financial institutions”
special uses and requires such businesses to be located at least one-quarter-mile from one another
and at least 500 feet from residentially-zoned property. That city’s planning commission
memorandum and city attorney legal memorandum on this ordinance (Appendix Q) demonstrate
how local regulations can be developed, consistent with the concerns raised by municipal
attorneys, to address the very same issues now under consideration by this Task Force.

RECOMMENDATIONS OF THE TASK FORCE

Based on its research, findings and analysis, the Convenient Lending Task Force makes the
following recommendations:

1. The Wisconsin Department of Financial Institutions should amend its “Loan Company
Annual Report” form (specifically, Schedule B of the form) to require loan companies to
include information on the geographic distribution of their customers (e.g., distribution of
customers by ZIP code or census tract). The Department of Financial Institutions should
also make this information, at the ZIP code or census tract level, available to the general
public. In addition, DFT should collect and disseminate data on value of loans that
distinguish between the amount loaned (principal), the amount of finance charges and the
amount attributable to fees. -

2. The Milwaukee Police Department, the Legislative Reference Bureau and the City
Attorney should be directed to work together to explore options for tightening or creating
City ordinances relating to regulation of the convenient lending industry. One such
ordinance might set forth security requirements (e. g., store opening/closing procedures
and requirements for security cameras, employee lists and parking-lot lighting) that are
both enforceable and legal. This City working group may wish to consider regulations
similar to those adopted by Oakland, California {Appendix Q).



The Milwaukee Common Council should take advantage of opportunities to comment on
bank mergers and acquisitions, as provided for in the federal Community Reinvestment
Act (“CRA”). The Council should use CRA comment letters to encourage banks to open
additional branches in low- and moderate-income neighborhoods where check cashers
and payday loan establishments are concentrated and no branch banks exist. As a basis
for the Council’s comment letters, the Metropolitan Milwaukee Fair Housing Council, as
well as City staff from the Comptroller’s Office, the Departrment of City Development
and the Department of Administration (Community Development Grants Administration
Division), can provide data on the records of various banks as far as lending, branching
and serving their communities.

The City of Milwaukee should meet with financial institutions that want to close offices
in low- and moderate-income neighborhoods to discuss the needs of those communities
and how those needs will be met without a financial institution nearby.

The City of Milwaukee should encourage financial institutions to provide the community
with alternatives to check-cashing establishments. For example, the California
Reinvestment Coalition is advocating for a low-fee deposit account, known as the
“Essential Bank Account,” that would serve as a point-of-entry to the financial
mainstream for people not served by traditional financial institutions (see description in
Appendix R). Locally, the Legacy Bank currently offers something similar through its
“First Accounts™ product.

The City of Milwaukee should meet with representatives of Milwaukee County and other
municipalities within the County to ask them to join with the City in forming and funding
a comprehensive plan to help educate residents about the costs of doing business with
convenient lending establishments such as payday lenders, check cashers and predatory
home mortgage lenders.

The City of Milwaukee should adopt legislation that requires each depository of City
funds (e.g., a bank in which the City deposits funds) to prepare a strategic plan that
addresses how the depository will address disparities in its lending and investment
practices and how it will match or exceed the lending performance of its peers in
targeting capital access and credit needs identified in disparity studies. Similar
legislation was recently adopted by the City of Philadelphia (see Appendix S).

The City of Milwaukee should sponsor, in partnership with financial institutions, a
conference on alternatives to convenient lending to which Milwaukee-area lenders and
other relevant organizations would be invited. Featured speakers/presenters at this
conference should include, but not be limited to, representatives of Prospera Credit
Union, which operates the “GoodMoney” facility in an Appleton-area Goodwill Store,
and the Real Solutions program, a collaborative effort of the Filene Research Institute,
the Wisconsin Credit Union League and various credit unions that offer assistance in
developing alternatives to payday lending.
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The Milwaukee Common Council should request that the Wisconsin Department of
Financial Institutions research and prepare a report on the “pros” and “cons” of
legislation that would regulate payday lenders in the same manner that pawnbrokers are
already regulated, particularly with respect to maximum fees and interest rates on loans.

The City of Milwaukee should continue to administer the distance requirements for
convenient cash businesses currently found in the Zoning Code, monitor the effectiveness
of these requirements and amend the Code as appropriate. In addition, City staff from the
Department of City Development, Legislative Reference Bureau and City Attorney’s
Office should investigate the possibility of creating additional regulations Hmiting the
number of convenient cash businesses on a density basis (similar to what some
municipalities in the state of Utah have done; see Appendix Q).
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APPENDIX A

Common Council File No. 041000, resolution creating the Task Force




City of Milwaukee Common Council

Legislative File Number 041000 (version 2}

Substitute resolution creating a task force to study the impacts of
"convenient cash businesses" on Milwaukee neighborhoods.

Body

Whereas, In recent years, the city of Milwaukee has witnessed a
proliferation of payday loan agencies, check-cashing businesses and
similar "convenient cash" establishments; and

Whereas, Convenient cash businesses, because of the freguency of cash
transactions and the amounts of money exchanged, may be attractive to
criminals seeking to commit robberies or similar crimes; and

Whereas, Convenient cash businesses may have secondary impacts on the
communities in which they are located, including effects on public
safety and on neighborhood economic development efforts; and

Whereas, In crder to identify and document the community impacts of
convenient cash businesses, and to devise any necessary public-policy
strategies for addressing those impacts, the Common Council finds that
the hesalth, safety and welfare of Milwaukee residents could benefit
from the creation of a public task force to carry out these duties;
now, therefore, be it

Resclved, By the Common Council of the City of Milwaukee, that the City
of Milwaukee Task Force on the Impacts of Convenient Cash Institutions
is created; and, be it

Further Resclved, That this Task Force shall consist of 10 members:

1. Two Common Council members (appointed by the Common Council
President).

2. A representative of the Mavor's Cffice {(appolnted by the Mayor).
3. The Chief of Police or the Chief's designee.

4. A representative of the Wisconsin Bankers Assoclation {appointed by
the Common Council President).

5. A representative ¢f the Metropoliitan Milwaukee Fair Housing Council
{appointed by the Common Council President).
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7. The Commissioner of City Development or the Commissicner's
designee.

8. A representative of the Neighborhood Assistance Corporation of
america (appointed by the Common Council Prasident?,

. One citizen at large (appointed by the Common Council President).
; and, be it

rurther Resolved, That the Common Council President shall designate one
of *he 2 Common Council members as the chair of the Task Force; and, be
it

rurther Resclved, That the Task Force is directed to investigate the
impacts of convenient cash businesses on surrcounding neighborhoods,
including but not limited to effects on public safety and community and
economic development; and, be it

Further Resclved, That the Task Force shall develop a list of
recommended public-policy sclutions to any issues or problems it
identifies; and, be it

Further Resolved, That the Task Force shall supmit and present its
findings and recommendations to the Common Council within one year of
adoption of this resolution, and shall thereafter be dissolved; and, be
it

Further Resolved, That the City Clerk's Office shall provide staff
support te the Task Force.

Drafter

LRBO4441~3

JDO

01/31/05

Analysi

This resclutioen creates a 10-member City of Milwaukee "Task Force on
the Impacts of Convenient Cash Institutions”. It further directs the
Task Force to investigate the impacts of convenient cash businesses on
surrcunding neighborhoods {(including effects on public safety and
community and economic development] and to develop a iist of
recommended public-policy solutions to any problems 1t identifies. The
Task Force shall submit and present its findings and recommendations to
the Common Council within one year of adoption of this resolution, and
shall thereafter pe dissolved.
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Agendas and minutes from Task Force meetings



City of Milwaukee 200 E. Wells Street

Mitwaukee, Wisconsin

Meeting Agenda 53202

CONVENIENT LENDING TASK FORCE

Ald Joe Bavis, Chair
Ald. Terry Withowski, Vice-Chair
Chris Callen, Kathryn Crampton, Dorothy Dean, Dimitri Jordan, Anna Ruzinski,
Bethany Sanchey, Jim Walrath, Bobbie Webber

Staff Assistant: Diana Morgan, 286.2231
Fax: 286-3456; E-mail: dmorga@milwaukee gov

Thursday, June 9, 2005 9:00 AM Room 361-A, City Hall

i) Task Force Members Introductions

2} Discussion of the Task Forces' Purpose

3)  Discussion of what the Task Force should be looking at

4) Comments from the Public

5)  Next meeting date, time and agenda
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City of Milwaukee 200 E. Weils Street

Milwaukee, Wiscensin
53202

Meeting Minutes

CONVENIENT LENDING TASK FORCE

Ald. Joe Davis, Chair
Ald. Terry Witkowski, Vice-Chair
Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri Jordan, Anna Ruzinski,
Bethany Sanchez, Jim Walrath, Bobbie Webber

Staff Assistant: Diana Morgan, 286-2231
Fax: 286-3458; E-mail: dmorga@milwaukee. gov

Thursday, June 9, 2008 9:00 AM Room 301-A, City Hall

These minutes are a draft and have not been approved by the Convenient
Lending Task Force.

Meeting convened: 9:09 AM

Members present: Ald. Joe Davis - Chair, Sr., Kathryns Crumpton,
Dimitri Jordan, Anna Ruzinski, Bethany Sanchez, Jim Walrath.

Members absent: Terry Witkewski, Chris Callen, Dorothy Dean, aad
Bobbie Webber, Jr.

1) Task Force Members Introductions

Those present introduced themselves and offered an overview of their
employment background and previous experience with convenient cash
business establishments.

2) Discussion of the Task Forces' Purpose

Ald. Joe Davis offered an overview of the purpose of the creation of the
Convenient Lending Task Force, according to File #0410000:

The Convenient Lending Task Force was created to study the impacts of
“convenient cash businesses” on Milwaukee neighborhoods in a formal body,
and 1o develop a list of recommendations that could be used as public-policy
solutions to any problems that are identified. The Task Force should submit
their findings to the Common Council within one-year of its creation,

3 Discussion of what the Task Force should be looking at

The following recommendations, were offered as initial study points of
converient cash establishments, by task force members:

Mr. Dimitri Jordan - Deparimen: of City Development:
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CONVENIENT LENDING TASK FORCE Meeting Minutes June 9, 2005

~How many businesses exist in the City of Milwaukee?
-What types?
-Customer base?
-Dollar amounis being loaned, including interest on the loans?
-How can traditional lending institutions fill the existing gaps?
~How are current regulations established?
-The fiscal impact of convenient cash businesses on the City of Milwaukee,
specifically the

market interest rates the institutions are charging that are not going back into
Milwaukee communities?
-Development of demographic maps outlining the areas in which convenient
cash

establishments are located.

-Visual charts comparing the interest rates associated with convenient cash
businesses to those of traditional lending establishments.

Deputy Inspector, Anna Ruzinski - Milwaukee Police Depariment

Deputy Inspector Ruzinski recommended that the Task Force also review
public safety issues surrounding convenient lending establishments. She
advised that there is a higher potential for robberies in the neighborhoods
where these establishments are located, and that one of the biggest deferrents
to these types crimes, are vibrant involved neighborhoods. Deputy Inspector
Ruzinski further advised that one of the ways to decrease these crimes is
through the economics in neighborhoods and the concern of the citizens.

Deputy Inspector Ruzinski compared the convenient lending businesses to
renter -a-centers in mid 1980 and early 1990's advising the task force of the
similarities in practices.

Jim Walrath - Legal Aid Society of Milwaukee

Mr. Walrath recommended reviewing convenient lending establishments from
the perspective of the impact they have on the consumer.

~How were the demands for cash met prior to the creation of convenient
lending establishments?
~-What causes them to be in high demand?

Mr. Walrath advised members of data available to the task force, from various
organizations such as studies circulated by The National Consumer Law
Center, whickh discusses the concentration of convenient cash businesses in
miirority neighborioods and on mililary bases.
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CONVENIENT LENDING TASK FORCE Meeting Minutes June 9, 2005

Mr. Walrath further commented that along with safety and appearance issues
that there is also the dunger of the nature of convenient cash businesses, and
the type of marketing strategies they use, which come very close to raising the
Issue of blight, especially when in high concentration. He continued by
explaining that the nature of advertisement that these enterprises engage in is
generally revealed in their name, “Payday Loan Businesses”. He expressed
concern about the extent these businesses are drawing in consumers who
really don't have paydays, but social security check days. He stated that this
addresses the question, who is the customer base, and what income range are
they in?

The other advertising issue Mr. Walrath recommended the task force explore is

convenient lending businesses' stated goal of helping the consumer meet their
short-term cash needs and whether that matches the actual practice and
history these institutions have with their customers.

Ald. Davis requested that Mr. Walrath devise a list containing the
recommendations of the task force, which can be used for research purposes.
He suggested that the Marquette Law students working with Mr. Walrath in
confunction with the Legislative Reference Bureau to address specific
questions, which can be reviewed from a legal standpoint,

Kathryn Crumpton - CCCS of Greater Milwaukee

Ms. Crumpton recommended that gaining an understanding of the profile of
the consumer be considered by reviewing the following:

-Demographic maps

~Marketing strotegies

-Why consumers are not using traditional institutions
~Consumer education

Bethany Sanchez - Fair Housing Council

Ms. Sanchez recommended the convenient lending task force research the
impact of convenient cash businesses on families in their entirety, She

commented that some consumers encounter predatory lenders in various ways,

which leads to a vicious cycle, starting with predatory home loans the
consumer seeks assistance through payday loan lenders.

© Ms. Sanchez continued by recommending research of the following:

-Current regulations
-Laws in other jurisdictions
-Educational activities

1y of dtfwaukee
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CONVENIENT LENDING TASK FORCE Meeting Minutes June §, 2005

-How to encourage mainstream lenders to reestablish relationships in the
cities communities?

Ald. Davis advised task force member of crime statistics involving convenient
cash businesses within the past 6 monihs.

4) Cemments from the Public

There were no public comments.

5) Next meeting date, time and agenda

The Convenient Lending Task Force members will discuss the
recommendations listed in item #3 at the July 9, 2003 meeting, at City Hall,
Room 301-4, 9:00 AM.

Meeting adjourned: 10:17 AM

Diana Morgan
Staff Assistant
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City of Milwaukee 200 E. Wells Street

silwaukee, Wisconsin

Meeting Agenda 53202

CONVENIENT LENDING TASK FORCE

Ald. Jog Davis, Chair
Ald. Terry Witkowski, Vice-Chair
Chris Callen, Kathrya Crampton, Derothy Dean, Dimitri Jordan, Anna Ruzinski,
Bethany Sanchey, Jim Walrath, Bobbie Webber

Staff Assistant: Diana Morgan, 286-2231
Fox: 286-3456; E-mail: dmorga@milwankee.gov

Friday, July §, 2005 9:00 AM Room 301-A, City Hall

1) Review and approval of minutes of the June 9, 2005 meeting

FA

2) Report of open meeting, open records policies, Council Records Manager, James Owezarski

3) Review of proposed goals and objectives of the Convenient Lending Task Force:

1. How many businesses exist in the City of Milwaukee, including types?

2. What is the customer base?

3. What are the dollar amounts being loaned and the interest rates on these
loans?

4. How to encourage mainstream lenders to reestablish relationships in the
cities communities?

5. How are current regulations established?

6. The fiscal impact of convenient cash businesses on the City of Milwaukee,
specifically the market interest rates the institutions are charging that are not
going back into Milwaukee communities?

7. The development of demographic maps outlining the areas in which
convenient cash establishments are located.

8. Visual charts comparing the interest rates associated with convenient cash
businesses to those of traditional lending esiablishments.

9. How were the demands for cash met prior to the creation of convenient
iending establishmernts?
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CONVENIENT LENDING TASK FORCE Meeting Agenda Friday, July 08, 2005

10. What causes convenient cash businesses to be in high demand?

11. What types of marketing sirategies are being used?

12. Why aren’t consumers using traditional institutions?

13. How 1o educate consumer about the impact of convenient cash businesses?
14. What are the curvent regulations?

15 What are the laws in other jurisdiction?

16. Public Safety issues related to convenient lending establishments in
Mikwaukee neighborhoods

Version (1)

4) Comments from the Public

3} Next meeting date, time and agenda

NOTE: a) Members of the Common Council, and members of its Standing Committees who are
not members of this Committee, may attend this meefing to participate or to gather information.
Therefore, notice is given that this meeting may constitute a meeting of the Commeon Council or
any of its Standing Committees, and must be noticed as such, although they will not take any
formal action at this meeting.

b) Upon reasonable notice, efforts will be made to accommodate the needs of persons with
disabilities through sign language interprefers or auxiliary aids. For additional information or to
request this service, contact the Council Services Division ADA Coordinator at 286-2998,
(FAX)286-3456, (TDD)286-2025 or by writing to the Coordinator at Room 205, City Hall, Z00 E.
Wells Street, Milwaukee, W1 53202,

¢) Limited parking for persons attending meetings in City Hall is availabhle at reduced rates (5
hour limit) at the Milwaukee Center on the southwest corner of East Kilbourn and North Water
Street. Parking tickets must be validated in Room 205, (City Clerk's Office) or the first floor
Information Booth in City Hall.

d) Effective July 1, 2005, persouns engaged in lobbying as defined in s. 305-43-4 of the Milwaukee
Code of Ovdinances are required to register with the City Clerk's Office License Division. More
information is available at www.milwaukee.gov/lobby or by calling 414-286-2238.
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. . City Haif
C lty Of M i lwau kee 200 East Welis Street
Meeting Minutes Milwaukee, Wi 53202

CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Caflen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-mail crodri@milwaukee.gov

Friday, July 8, 2005 8:00 AM Room 301-A, City Hall

Meeting Convened: 9:13 AM

Members Present: Ald. Joe Davis, Dorothy Dean, Dimitri Jordan, Bethany Sanchez, Jim
Wairath and Bobbie Webber Jr.

Members Excused: Ald. Terry Witkowski, Kathryn Crumpton, Anna Ruzinski and Chris
Caller.

1 Review and approval of minutes of the June 8, 2005 meeting

Motion to approve the minutes of the June §, 2005 Convenient Lending Task Force
mesting by Ms. Sanchez. Ssconded, Mr. Walrath.

2) Report of open meeting, open records policies, Councii Records Manager,
James Owczarski
Mr. Owezarski offered an overview of the policies and procedures involved in cpen records
and open meetings. He advised the commitiee that public bodies are required to notice

mesetings or discussions that involve commitiee business. This includes e-maif
messages, with the exception of the discussion of the scheduling of items.

in addition, Mr. Owozarski advised the commitfee that the dismeniation of information
interms of simple forwarding is okay, buf that detailed communication regarding the
information is not permissible, examples are if you make a commurnication, "John Srnith
called” it's okay: however g communication that would include “John Smith called and
sald” relaying mare detailed information would be considered the conducting of business
that should he noticed.

Cther examples of communciations that are not permissible include any cormmunication
hetwsen two members where a consensus is made, whereby one of the members relays
the consensus and other informalion to ancther member and that member refays the
information, end evertually the communcation is made fo several other commitise
members, essentially creating & walking quorum.

M, Owozarski advissed that the best practice for the dismentation of information maybs
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CONVENIENT LENDING TASK Meeting Minutes July 8, 2005

FORCE
to communicate or forward the inforration to the Chair of the committee, or council staff
for distribution to other members.
Mr. Owczarski further recommended the Wisconsin Public Records ard Open Msetings
Handbook as a reference guide fo committee members.
3) Review of proposed goals and objectives of the Convenient Lending Task

Force:

Ald. Davis open the floor to discussion refative to the proposed goals and objectives of
the Convenient Lending Task Force, as listed on the agenda.

1. How many businesses exist in the city of Mitwaukee, including lypes?

Ald. Davis requested Mr. Walrath give his chservation using a demographic map created
by the Legislative Reference Bureau (LRB), to outline the areas most concentrated with
canvenient lending businesses in the city of Milwaukee.

Mr. Walrath submitted exhibit 1, ( listing of convenient lending establishments in the city
of Milwaukee). The listing included, currency exchanges, foan companies {payday and
title loan).

The task force defermined that @ comparison of the listing of convenient lending
astablishments provided by LRE, (Bxhibit 1), Convenient Cash Businesses in the city of
Milwaukee and (exhibit 2), submitted by Mr. Walrath, indicating the number of convenient
lending businesses in the city of Milwaukee be completed to determine the accuracy of
the demographic map to assure thorough research and recornmendations.

In addition, Mr. Walrath recommended that genergl income statistics be included as part
of the research refative lo the demographic positioning of convenient lending businesses
in Milwaukee communitias.

Aid. Davis recommended the development of map overlays for furfure meetings. He
informed task force members thaf he would speak with LRE regarding the development of
clear clip on overfays that will be used as a base map with census tract numbers inside,

in addition to census fract data listed in a document that the task force can refer to for
future research.

Mr. Jordan suggested that the map overlays reflect the locations of convenient lending
businesses relative to trafiic patterns and average income ranges.

In addition, Ms. Sanchez suggested that map overlays also include racial makeup.

2. What s the customer base?

Ms. Elyse Aasen, an intern working with Mr. Wairath, offered & summary of (exhibit 3), an
abstract document, Race Matters, highlighting race and predatory lending. Based on
the information contained in this document, Ms. Aasen used statiscal data to compare
the custorner base of convenieni iending establishments.

Mr Bobbie Webber Jr. moved o make axhibit 2 part of the public record.

Aid, Davis recommanded that the fask force raview the information submified by Ms.

City of Milwaukee
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CONVENIENT LENDING TASK Meeting Minutes July 8, 2006
FORCE

Aaser regarding the customer base, in combination with question three on the agenda,
relative to dollar amounts being loaned and interest rates on the loans.

3. What are the dollar amounts being loaned and the inferest rates on these loans?

Mr. Walrath submitfed (exhibit 4}, CUSTOMER B'S PAYDAY LOAN EXPERIENCE as a
reference point for this topic.

Ms. Dean moved fo make exhibit 4 part of the public record.

Ms. Dean recommended that {he fask force research the process of loan roll overs by
convenient lending estabiishments.

4. How 1o encourage mainstream lenders to reestablish relationships in the cities
communiiies?

The task force reviewed exhibit b presented by Ms. Crumpton.

Ald. Davis advised members that part of the task force's language and recommendations
fo the Planning Commission should detail how systematic locations ared used as a
strategy by convenient lending establishrents to gain success specifically in iower
incomed areas. Ald. Davis further explained how the data collected by the fask force
throughout their research may be useful in connscting with traditional lenders on the
negative impact convenient lending establishment policies have on many lower income
communities.

Ald. Davis further discuss the concept of small amounts of loans with extreme interest
rate

4) Comments from the Public

There were no public comments.

5) Next meeting date, fime and agenda
The next meeting is scheduled, Wednesday, August 17, 2005, 9:00 AM.

Meeting Adiourned: 11:04 AM.

Diara Morgan
Staff Assistant
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City of Milwaukee 200 Eact Wl Street
Milwaukee, W1 53202

Meeting Agenda
CONVENIENT LENDING TASK FORCE

. ALD. JOE DAVIS, Chair
Ald. Terry Witkowskl, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dirmitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobble Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E.mail crodri@milwaukee.gov

Friday, September 16, 2005 9:00 AM City Hali, Room 301-B

1) Review and approval of minutes of the July 8, 2005 meeting

2) Review of proposed goals and objectives of the Convenient Lending Task Force:

1. How many businesses exist in the City of Milwaukee, including types?

2 What is the customer base?

3. What are the dollar amounts being loaned and the interest rates on these
loans?

4. How to encourage mainstream lenders {o reestablish relationships in the
cities communities?

5. How are cument regulations established?

6. The fiscal impact of convenient cash businesses on the City of Milwaukes,
specifically the market interest rates the institutions are charging that are not
going back into Milwaukee communities?

(ITY OF MLKAUKEE
CITY CLERK

2005 SEP 1l AM S b
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7. The development of demographic maps outlining the areas In wiich
convenient cash esfablishments are focated.

' 8. Visual charts comparing the interest rates associa'red with convenient cash
businesses to those of traditibnal lending establishments.

9. How were the demands for cash met prior to the creation of convenient
lending establishments?

0. What causes convenient cash businesses to be in high demand?
1. What types of marketing strategies are being used?

12. Why aren'f consumers using traditional instiutions?
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CONVENIENT LENDING TASK Meeting Agenda September 18, 2005

FORCE

3)

4)

13. How to educate consumer about the impact of convenient cash businesses?
14, What are the current regulations?
15. What are the laws in other jurisdiction?

16. Public Safaty issues related to convenient lending establishments in
Milwaukee neighborhoods

Version {3}

Public Comments
Next meeting date, time and agenda

This meeting will be webcast live at www.milwaukee.govichannel25.

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Committee, may attend this meeting to
participate or to gather information. Therefore, notice is given that this meeting
may constitute a meeting of the Common Council or any of its Standing
Committees, and must be noticed as such, although they will not take any formal
action at this meeting. _

b) Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiiiary aids. For
additiona! information or to request this service, contact the Council Services -
Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025 or by
writing to the Coordinator at Room 208, City Hall, 200 E. Wells Street, Milwaukee,
Wi 53202, e

A

¢) Limited parking for persons attending meetings in City Hall is availabl8 at ~
reduced rates (5 hour limit) at the Milwaukee Center on the southwest cofner of
East Kilbourn and North Water Street. Parking tickets must be validated in Room
205, (City Clerk's Office) or the first floor Information Booth in City Hall.”

d) Effective July 1, 2005, persons engaged in lobbying as defined in s. 305-43-4 of
the Milwaukee Code of Ordinances are required to register with the City Clerk's
Office License Division. More information is available at o
www.milwaukee.govi/lobby or by calling 414-286-2238.
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CONVENIENT LENDING TASK FORCE

Friday, September 16, 2005

9:00 AM Room 301-B, City Hall

Meeting Convened: 9:13 AM.

Members PRESENT:

Mambears Present: Ald. Davis, Ald. Witkowski, Mr. Callen, Ms. Crumpton, Ms. Dean, Mr.
Jordan and Ms. Sanchez.

Members Excused: Ms. Ruzinski, Mr. Walrath and Mr. Webber Jr.

1) Review and approvai of minutes of the July 8, 2006 meeting

Motion by Ms. Sanchez lo approve the minutes of the July 8, 2005 Convenient Lending
Task Force meeting.

2} Review of proposed goals and objectives of the Convenient Lending Task

Force:

Aid. Davis open the mesting with an update relative fo data collected by the commitiee fo
date.

Mr. Jordan provided information relative o items 2 (customer base) and 7 (demographic.
data) from the commitise’s list of proposed goals and objectives. This data consist of a
transparency fo be used as an over lay for a total of 11 demographic maps(Exhibit 1).
Mr. Jordar explained that the maps contained data relative fo the estimated average
household income frorn the 2000 census, 1996 data eslimating the income per square
mile, 2000 census percentage of popufation under 18 year of age, percentage population
by race, diversity and ethnicity, in addition to the percentage of housing units owner
occupied.

Mr. Jordan advised the commiftes that the data suggest that the population of cash
businesses have greatly increased in metropolitan areas in most communities.

Ald. Witkowski moved fo make this data part of the record.

Ms. Sanchez requested a detail review of the data provided by Mr. Jordan.

Mr. Jordan advised members that he would summarize the data fo determine whether
there is 2 correlation befween location, age, ethnicity, efc. detailed review at a future task
force mesting,

Ald. Davis asked Mr. Caller to avdrass itern 4 on the task force’s list of propossed goals

and ohischives refative to how o encourage mainstrearm lenders fo re-astablish
relationships in communities.

City of Milwaukee
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FORCE

Mr. Callen responded that from a practical standpoint, in aadition to the literature the
committee has researched, it appears thaf the reason the convenient lending businesses
have hecome so popular is due to the convenience thay provide, whether that be no
hassle loan processing or locatior.

Mr. Callen stated that he would be interested in learning more about the foss experience
that are derived from these loans.

Ms. Crumpton commented that credif unions market overdraft protection similar fo the
way payday loans have been marked.

Ald. Davis advised the committee that the fact that Wisconsin has the 7th highest
poverty level and unemployment rate has compeliad the city to review the practices of
convenient cash businesses. Ald. Davis continued by explaining that by assessing the
strafegies used especially in low-income areas will assist officials in defermining what the
aetual impact of these institutions has on the ity as a whole.

Ald. Davis concluded that his overall abjective is to change the behavior patterns as a
means of addressing the poverty level in Wisconsin.

A motion was made by Ms. Dean recommending the city of Mitwaukee, CDBG program o
include funding relative to consumer protection for fair lending.

Mr. Jordar referred to a Fannie Mae Foundation article (o address item 6 (what is the
fiscal impact of convenient cash businesses in low-income communifies), on the
commitiee’s list of proposed goals and objectives, which indicates that improvised
neighborhoods pay extremely large interest rafes when financing a loan through
convenient cash businesses, which could otherwise create a substantial savings for the
consumer.

Mr. Callen recommended that convenient cash businesses be forced fo follow the same
policies as banks under federal and state reguiations. He questioned whether convenient
cash businesses are checked on.

Mr. Callen further advised the commitiee that educating the consumer about the impact
of convenient cash businesses is essential. He stated that he believes that educaling
the consumer should start in the schools as part of the curriculum.

Ms. Sanchez informed the carnmittes that her organization currently visits various
schools fo speak about predaicry home lending. She states that she has recently
solicited fund raising from several financial institutions to do educational and outreach
efforts in high schools

Ms. Sanchez referred to an arficle co-authored by Jim Carr, relalive to a study for the
Fannie Mae Foundation about bow hanks are missing ouf on opportunities to make
money, by not doing businesses jn many communitios. Mr. Carr's study gave the impact
over the United States.

Ms. Sanchez advised the commitles that the statements In the article are no jonger frue
because the banks have begun funding many of the corvenient cash businesses.

Mis. Senchez informed the committee that she had the cpporiunity fo speak with Mr, Darr
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FORCE

a few years ago about how the city of Mitwaukee could Mr, Carr’s study and make it local.
She was advised by Mr. Carr that by going to the Department of Financial Instifutions and
axtrapclate from the number of payday foans that DFt has on record.

Ms. Sanchez further indicated that when Jim Carr did the study for the Fannie Mae
foundation he was asked what he thought the solution was for this problem. She states
that Mr. Carr sfated that he did nof believe that legislation would be as effective as
education.

Ms. Sanchez stated that in more recently years when speaking with Mr. Carr he had
changed his previous opinion about His study, he beljeved that & combination of both
lsgistation and education are imperative ko the resolve of predatory lending.

Mr. Jordan advised the commiftee that by requesting data from the Depariment Financial
Instifutions relative to the number of loans, the average amount of interest rates charged
would help the committee could extrapolate numbers for the city of Milwaukee.

Ald. Davis requested the commitiee revisit the effectiveness of disclosure, he also asked
mermbers to include any recommendalions.

Mr. Callen advised the commitiee that from his experience, the constimer does niot
always undersiand a disclosure. Mr. Callen also cornmented that he did not belisve that
the amount of inferest involved when individuals use sconvenient cash establishments are
not a deterrent for consumers, because the main objective is the convenience. He
stated, the longser the disciosure form the less likely the consumer will read it

Mr. Callen volunteered to research the statue of operafing rules and the disclosure
requiraments are for convenient cash tenders for the next meeting. He will alsa develop a
comparison of what might be paid at a financial institution versus what would be paid at a
payday toan establishment.

Ald. Davis asked the commitiee to review ifem & (how needs were met prior fo convenient
landing establishments} on their list of proposed goals and objectives. Financial
Institutions gave options to those who were credit worthy

Ms. Sanchez indicated that closer family and communily ties served as positive lending
options to in previous years. Other options were pun shops and long sharks, Most of
these options did not includs high interest rates.

Ald. Davis asked commiltee members to address item 1 0 fwhat causes the consumertc
use the convenient lending businessses.

Mr. Callen indicated that knowing right from wrong is not & eoncern, as much as thg
convenience and willingness of convenient cash business fo make loans fo individuals
whao might not otherwise have the option oblaining cash.

Ald, Davis requested the committee review item 11 (marketing strategies being used by
convenient cash businesses). Members agreed the concentration of corvenient cash
businesses, targeting specific areas, ads offering easy inans.

The commiftee mads resommendations for using counter strafegies such as educalion,
shorfer disciosuras with undersiandable language for the consumsr.

City of Milwaukes
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FORCE

Motion, by Ms. Dean to review items 11-18 at the next meeting of the Convenient Lending
Task force Committes.

Public Comments: Peggy Partenfelder-Moede, Director, SE Camera Consulting appeared
before the committee. Ms.Fartenfelder-Moede offered the cornmittee an overview of some
of the policies and procesedures currently used by convenient lending establishments. In
addition Ms. Fartenfelder-Mpede offered suggestions on data she belfeved might assist
the commitiee in future research.

Next Meeting Date: October 14, 2005
Meefing Convened: 1120 AM.

Diana Morgan
Staff Assistant

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Commitiee, may attend this meeting
to participate or to gather information. Therefore, notice is given that this
meeting may constitute a meeting of the Common Council or any of its
Standing Committees, and must be noticed as such, although they wili not take
any formal action at this meeting.

b) Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxifiary aids.
For additional information or to request this service, contact the Council
Services Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025
or by writing to the Coordinator at Room 205, City Hall, 200 E. Wells Street,
Milwaukee, Wi 53202.

c) Limited parking for persons attending meetings in City Hall is available at
reduced rates {5 hour limit) at the Milwaukee Center on the southwest corner of
East Kilbourn and North Water Street. Parking tickets must be validated in
Room 205, (City Clerk's Office} or the first floor Information Booth in City Hall.

d} Effective July 1, 2005, persons engaged in lobbying as defined in s. 305-434
of the Milwaukee Code of Ordinances are required to register with the City
Clerk's Office License Division. More information is available at
www.milwaukee.gov/iobby or by calling 414-286-2238.
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City of Milwaukee 200 East Wells Street

Mitwaukee, Wi 53202

Meeting Agenda

CONVENIENT LENDING TASK FORCE

Friday, October 14, 2005

9:00 AM Room 301-A, City Hall

1) Review and approval of the minutes of the September 16, 2005 meeting.

2) Review of proposed goals and objectives of the Convenient Lending Task

Force:

1. How many businesses exist in the City of Mitwaukee, including types?
2. What is the cusiomer base?
3. What are the dollar amounts being loaned and the interest rates on these loans?

4. How to encourage mainstream lenders fo reestablish rejationships in the cities
communities?

5. How are current regulations established?
6. The fiscal impact of convenient cash businesses on the City of Milwaukee,
specifically the market interest rates the institutions are charging that are not going back

info Milwaukee cormmunities?

7. The development of demographic maps outlining the areas in which convenient cash
astablishments are located.

8. Visual charts comparing the interest rates associated with convenient cash
businesses to those of raditional fending establishments.

9. How were the demands for cash met prior to the creation of convenient lending
establishments?

10, What causes conveniant cash businesses to be in high demand?

11. What types of marketing strategies are being used?

12, Why aren’t consumers using traditional institutions?

13 How fo educate consumer ahout the impact of convenjent cash businesses?
14. What are the current regulations?

15 What ars the laws in other jurisdiction’?

16, Public Safely issuss related fo convenient fending establishmanis in Milvaukee
nafghborficods
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CONVENIENT LENDING TASK FORCE

Friday, October 14, 2005 9:00 AM Room 301-A, City Hall

1)

2)

Members PRESENT: Ald. Davis, Ald. Witkowski, Mr, Callen, Ms. Crumpton, Ms,
Dean, Mr, Jordan, Deputy Inspector Ruzinski, Ms. Sanchez, Mr, Walrath and Mr.

Webber Jr.

Review and approval of the minutes of the September 16, 2005 meeting.

1. Review and approval of the minuteds of the September 16, 2005 mesting.

Motion by Ms. Dean fo approve the minutes of the September 16, 2005 meeting of the
Convenient Lending Task Force. Seconded by Ms, Sanchez.

Prevaited. 10-0

Review of proposed goals and objectives of the Convenient Lending Task
Force:
Members Present: Ald. Witkowski, Ms. Sanchez, Deputy Inspector Ruzinski, Mr.
Waebber Jr., Mr. Walrath, Mr. Callen, Ms. Crumpton, Ms. Dean, Mr. Jordan and Ald.
Davis.

Jeff Osterman, Legisiative Research Analyst was also present.
2. Review of proposed goals and objectives of the Convenient Lending Task Force.

Mr. Walrath offered members an overview of a conference both he and Ald. Davis
attended sponsored by The Consumer Federation of America, the Consumer Law
Litigation Ciinic at UW-Madison, and Wisconsin Public interest Research Group
{WISPIRG), for the purpose of reviewing the national overview of payday lending and title
lending In the United States, and more specifically fo review current fegisiation relative fo
payday and title lending in Wisconsin, The following topics were discussed:

-The developing areas of inferest.

-Legisiation in Wiscensin.

-Frasenfations on other forms of pofential regulations.
~-Zoning Issues.

~Consumer home fending.

Motion by Ald Davis to make the information colfectad from the conference parf of the
racord fexhibit 1, to be reviewed by members, fo assist in the development of the
commiftess final report,

Frevaifed 10-0
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3. Mr. Callen provided docurnentation Loan Company Applications and Regufations
fexhibit 2), for committee review. He referenced teb 11, Wisconsin Department of
Financial Institutions {Strengthening Wisconsin's Financial Future).

In previous meelings mambers identified educating the consumer as onhg of the
committees recommendations for thelr final report,

Mr. Callen informed members that the infarmation he colfected indicates that disclosure
inforrmation is available to the consumer, however hecause of the length of the disclosure
document the consumer may not always review the information carefully.

Ald. Davis advised members that one of the committees objectives is to analyze the
geographic locafions of payday lending establishments in the city of Milwaukes, to
determine whether thers has been an increase in crime and poverty associated with
focation of these establishments. If there is proven correlation, then the committee may
want to review the limitation of the number of payday loan establishments in specific
areas.

Ms. Dean referenced a study by Habitat for Humanity indicating many factics currently
being used by predatory lenders is targeting homeowners to rolf over their unsecured debt
into the debt secured by their homes. Ms. Dean stated that this is a clear indication that
there is a iof of money at the disposal of predatory lenders, which is used to target those
that are most vulnerable.

Ald. Davis questioned whether there are current provisions or guidelines by housing
organizations relative to home equity to consumers?

in addition, Mr. Jordan questioned the basis of the cities current ordinances (safety,
criteria, efc.). He also questioned the legalily of the cily fo enact an ordinance restricting
the iocation of payday lending establishments based upon the income level in specific
areas and limiting the hours of operation?

Mr. Osterman explained that a few of the areas the current ordinances address refative o
the focation of payday lending establishments, is not being within 150 feet of a dual or
fwo family residential district and prohibited in alf residential zoning districts with special
use in all commercial zoning disiricts. He continued stating the creation of the ordinance
is various reasons including the safety and economic delriment in specific areas.

Ald Davis added that the enactment of the current ordinances were a direct result of
distance reguiremsnts adopted by other cities so that payday lending establishments
were not concentrated in patticular areas.

Mr. Wairath referenced to the dafa colfected by Mr. Caflen in (exhibit 2}, tab 9. Which
addresses the current levels of regquiation payday fending establishments are govemned
under. the report referenced an annual report form (page 3, paragraph 2} indicating payday
lenders are required to report the number of delinguent loans as well as the number of rolf
over loans they acquire. Mr. Walrath advised the commitiee that this data is not avallable
to the pubkc due fo a genersl privacy provision in the status,

Mr Walrath commented that the committes should aiso analyze as part of their report,
the current regulations of payday lending establishrments.
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Ms. Dean suggested that the committee obtain a2 compilation of data by county that
woudd indicate the types of lenders most affected and the lypes of lending practices used.

She also advised the committee that payday lenders subsequertly refer borrows who
have established a large debt with one establishment to other predatory lenders.

Ald. Davis and Mr. Webber Jr. were excused from the meeting at 940 AM.

Mr. Callen informed the commitiee that several years ago there was concern at the
national level about specific states and municipafifies passing predatoty fending
legisiation. He requested clarification of the committees focus of research for the
implamentation legislation in their report (i.e. zoning)?

Mr. Wairath referred the cornmittee to (exhibit 3, City Attormey Opinion), Wisconsin
Consumer Protection Roundtable (starting at page 25-27). To what extent couid a city
like Milwaukee use zoning to impose consumer protection. The report does indicate that
zoning can be used to fimit the negative effects on neighborhoods or the city as a whole.

Mr. Walrath advised that based upon the report, the regulation of hours and distance are
examples of regufating zoning, not consumer protection.

Ms. Dean asked clarification of non-zoning laws thai maybe imposed?
Mr. Jordan asked if public welfare could be inferpreted as the economy of an area?

Mr. Callen commented on the committees previous communication regarding the
compilation of data used by payday lending establishments. He referenced a 2001 OFt
statistical study and recommended obtaining an updated copy of the information.

Motion by Ms. Dean to send a letter to DFf requesting updated data relative fo the
2001-2004 statistical study for the City of Milwaukse and Milwaukee County in addition to
the 2004 Annual Loan Company Report containing aggregated data for the Cily of
Milwaukee and Milwaukee County. Seconded by Ms. Sanchez.

Prevailed. 8-0

Mr. Callen stated, he would be willing fo contact DFI to request the updated annual data
by county submitted by payday lenders, however his concern was that DFI would not be
willing release the information to him without prior knowledge of who he was and his
purpose for the request.

Ms. Sanchez informed the committee that she would be willing to contact Carrie
Templeton at DFI to let her know o expect a fefter from the commiftee requasting &
compilation of data used in annual reports by payday lenders.

Mr. Callen’s report {exhibit 2) addressed item 14 on the agenda,
Ms. Sancher informed the committee that she and Mr. Jordan are currently researching
f#am & on the agenda. They are coflecting quantified numbers ko address the fiscal

impact of convenient cash businesses on the cily of Milwaukee.

Mr. Wairath reguested members review fexhibit 3 City ARtorney Opinion). Wisconsin
Sonsumer Profection Roundtable (pages 1-8) releting o zoning regulations and other laws
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around the country. He suggested review of and discussion of the information at future
meeting.

KIr. Jordan questioned the security reguiations governing the city of Milwaukee where
payday lenders are concerned?

Deputy Inspector Ruzinskl referred to a newly enacted city ordinance requiring digital

security cameras after 3 offenses. She recommended the commitiee review Salf Lake
City Utah's security requirements prior to drafting their recommendations.

Mr. Osterman advised the committee of a pravious City Attorney Opinion objecting &
security refated ordinance.,

Ald. Witkowski asked Mr. Osterman to provide copies of the ordinance in guesticn at the
next mesting?

Mr. Callen agked if the commitiee currently had statistics refative to crime in and around
payday loan establishments?

Depuly Inspector Ruzinski advised the committee that she would provide statistical data
from the past three years relative fo the erime levels in and around payday lending
establishments up to 2500 feel.

Next meeting date: November 10, 2005, §:00 AM.

Meeting Adjourned: 10:20 AM.

All data researched and reviewed by this committee may be viewed at
hitp:/flegistar. milwaukee.gov/mattersearch/
under File #050489
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City of Milwaukee cly el
Meeting Agenda
CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbia Webber Jr.

Staff Assistant; Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-malil crodritdmilwaukee.gov

Thursday, November 10, 2005 9:00 AM Room 301-A, City Hall
1) Review and approval of the minutes of the October 14, 2005 meeting.
2) Discussion of proposed goals and objectives of the Convenient Lending Task
Force.

1. How rmany businesses exist in the City of Milwaukee, including types?
2. What is the customer base?
3. What are the dollar amounts being loaned and the interest rates on these loans?

4. How to encourage mainstream lenders to reestablish relalionships in the cifies
communities?

5. How are current reguiations established?

6. The fiscal impact of convenient cash businesses on the Cily of Milwaukes,
specifically the market interest rates the institutions are charging that are not going back
into Milwaukee communities?

7. The development of demographic maps outlining the areas in which convenient cash
establishments are localed,

8. Visual charts comparing the interest rates associated with convenient cash
businesses fo those of traditional lending establishments.

9. How were the demands for cash met prior to the creation of convenient lending
establishments?

10 What causes convenisnt cash businesses {o be in high demand?
11. What lypes of marketing strategies are being used?

12 Why sren’t consumers using fradiffonal instiiufions?
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13, How to educate consumer about the impact of convenient cash businesses?
14. What are the current regulations?
15. What are the laws in other jurisdiction?

18 Public Safety issues related to convenient lending establishments in Milwaukee
 heighborhoods

Version 5

NOTE: a)Members of the Common Council, and members of its Standing
Committees who are not members of this Committee, may attend this meeting
to participate or to gather information. Therefore, notice is given that this
meeting may constitute a meeting of the Common Council or any of its
Standing Committees, and must be noticed as such, aithough they will not take
any formal action at this meeting.

b) Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiliary aids.
For additional information or to request this service, contact the Council
Services Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025
or by writing to the Coordinator at Room 205, City Hali, 200 E. Wells Street,
Milwaukee, Wl 53202,

c) Limited parking for persons attending meetings in City Hall is avatlable at
reduced rates (5 hour limit) at the Milwaukee Center on the southwest corner of
East Kilbourn and North Water Street. Parking tickets must be validated in
Room 205, (City Clerk's Office} or the first floor information Booth in City Hall.

d) Effective July 1, 2005, persons engaged in fobbying as defined in s. 305434
of the Milwaukee Code of Ordinances are required to register with the City
Clerk's Office License Division. More information is available at
www.milwaukee.goviiobby or by calling 414.286-2238.
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C!ty Of M"wal"kee 290 Eaiitz'viﬁls% Sireet
Meeting Miﬁutes Mitwaukee, Wi 53202
CONVENIENT LENDING TASK FORCE

ALD, JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Calien, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchegz, Jim Walrath, Bobbie Webber Jr.

Staff Assistant; Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@mitwaukee.gov

File Specialist: Chariotte Rodriguez, 286-8797
E-mail crodri@milwaukee.gov

Thursday, November 10, 2005 8:00 AM Room: 301-A, City Hall

Meeting Convened: 9:13 AM
Members Present: Ald, Davis, Ald. Witkowski, Mr. Callen, Ms. Crumpton, Deputy
Inspector Ruzinski, Mr. Webber Jr., Ms. Sanchez and Mr. Walrath,
Members excused: Ms. Dean, Mr, Jordan.

Mr. Walrath was excused at 10:00 AM.

Deputy Inspector Ruzinski was exused at 10:15 AM.

1) Review and approval of the minutes of the October 14, 2005 meeting.

1. Review and approval of the minutes from the Qctober 14, 2005 Convenient Lending
Task Force meeting.

Motion by Mr. Cailen to approve the minutes of the October 1 4, 2005 mesfting of the
Convenient LendingTask Force at the December 2, 2005 meeting.

Prevailed 8-0

2} Discussion of proposed goals and objectives of the Convenient Lending Task

Force.

2. Discussion of the proposed goals and objectives of the Convenient Lending Task
Force.

Crime Analysis Map and statistics {lexhibit 1) presented b v Deputy Inspector Ruzinski.
Deputy Inspector Ruzinski offered an overview of the stalistics axplaining thaf the data is
approximated and reporied to State and Fedsral entities annually. The sfatistics were
broken down within a 500 feet radius buffer zone of check-cashing sstablishments
{indicated by the yeliow duts on the map). The pink or saimon colored dots identified the
buffer zone within & 1500 feet radius for 2002, 2003 and 2004,

Deputy Inspector Ruzinsid axplained that roblierfes were the most freguent crimes
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committed around checking cash/ convenient tending establishments. The 2004
stalistics indicated & total of 315 robberies within 500 feet of a check cashing/convenient
lending establishment with a fotal of 2800 robberies citywide. She also advised members
that based on the date there is no clear indication of a correlation that there were more
robbaries committed in the vicinify of checking cashingfeonvenient fending
establishments then there are around other businesses.

Ald. Davis requested that Deputy inspector Ruzinsid ideniify and prepare data for the
committee's final report relative fo the crime tronds and adverse impact of having check
cashing/convenient fending establishments focated in neighbarhoods.

Ms. Sanchez suggested a comparisan of crime data for grocery stores to that of
convenient lending establishments.

Depuly inspector Ruzinski informed the members that based upon the nurriber of stores
located in the city of Mitwaukee it would be almost impossible to coliect data to use for a
comparison of crime befween grocery stores and convenient lending establishments.

Mr. Osterman advised the committee that because gas stations are ficensed by the city it
might be easfer to compare tha crime siatistics of gas stations with that of convenient
lerding estabiishments.

Ald. Witkowski and Mr. Webber Jr. arrived at 920 AM.

Mr. Walrath advised the commitfee that comparisons between gas stations and tavemns
might not provide the appropriate data for the committee to make an informed
recommendation due to the fact that the data may be similar to commercial strips. He
suggested comparing the crime data of other financial or fraditional institutions with that
of convenient lending establishments.

Ald. Davis asked Deputy Inspector Ruzinski about the possibility of obtaining data that
would indicate the difference between the required securify measures of traditional
institutions {security cameras, security guards, armored cars, elfc.) to those of convenient
lending establishments.

Ms. Crumpton suggested including crime analysis data for credit unions.

Mr. Webber Jr. provided a statue of limitation study (exhibit 2), on debt coflection and
default of loans by the consumer from the fime of the joan to the last payment dale.

Ald. Davis presented an ordinance and City Afiorney Opinion (exhibity3) for review.

Mr. Osterman summarized the City Atforney Opinion in quastion, explaining that the
ordinance and City Attorney Opinion were related {0 security features and the rationale or
relationship between the requirements and the protection of the public health, safely and
waifare, in addition to the reasons for treating particular businesses differerit from other
busginesses.

sty Osterman continued by explaining that the City Attormey Opinion indicates that there
were not sufficient legistative findings in the ardinarice fo make an accurate conclusion.

Wr Walrath suggested that the cormmities research the responses and findings of
tegislation i other stales to gain an grderstanding of the impact and approaches used by
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other localities with similar problems.

Ald. Davis asked for suggestions for the compilation of the committee’s final report. He
also offered the recommended the following suggestions relative {0 chapters fo be
inciuded in the committee’s final report:

-A lagal overview with City Atforney Opinions and Atforney General Opinions.
-Consumer Protection rights (social and economic impacts).

-Comparison of legal overview and law enforcement.

-Review how convention businesses are run in comparison to fraditional institutions.

Ms. Sanchez suggested listing the chapters in the committee’s final report as outlined in
the fask forces’ proposed goals and objectives.

Mr. Osterman informed the committee that he would began developing a table of confents
for the cormmittee’s final report based on the topics created by fask force members,

Ms Crumpton advised the committee that she would provide arnr update at the next
meeting on the progress of current legisiation being draffed refative fo the prosecution of
payday lenders.

Next Meeting Date: Friday, Decernber 2, 2005, 9:00 AM

There were no public comments.

Mesting Adjourned: 10: 30 AM

All data researched and reviewed by this committee may be viewed at

hitp:/fegistar.imilwaukee gov/mattersearch/
under File #050489
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Mitwaukee, Wi 53202

Meeting Agenda
CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan, Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobble Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-maii: dmorga@milwaukee.gov

Fite Specialist; Charlotte Rodriguez, 286-8737
E-mail crodri@milwaukee.gov

Eriday, December 2, 2005 9:00 AM Room 301-A, City Hall
1) Review and approval of the minutes of the October 14, 2005 and November 10,
2005 meetings.
2) Discussion of proposed goals and objectives of the Convenient Lending Task
Force.

4. How many businesses exist in the City of Milwaukee, inciuding types?
2. What is the customer base?
3. What are the dollar amounts being lnaned and the interest rates on these lcans?

4. How o encourage mainstream lenders {0 reestablish relationships in the cities
communities?

5. How are current regulations sstablished?
8. The fiscal impact of convenient cash businesses on the City of Milwaukee,
spacifically the market interest rates the institutions are charging that are not going back

info Milwaukee communities?

7. The development of demographic maps outlining the areas in which convenient cash
establishments are located.

8 Visual charts comparing the ipterest rates associated with convenient cash
businesses to those of traditional lending gstablishments.

9. How were the demands for cash met prior 0 the creation of convenient lending
ostablishments?

10 VWhat causas convenient cash businesses fo be in high demand?
41, What fypes of marketing sirategies are being used?

12, Why aren’t CONSUMers using fraditional institutions?
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13. How to sducate consumer about the impact of convenient cash businesses?
14, What are the current reguiations?
15. What are the laws in other jurisdiction?

16, Public Safefy issues related io convenient lending establishments in Milwaukes
nefghborhoods.

Version 6

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Committee, may attend this meeting
to participate or to gather information. Therefore, notice is given that this
meeting may constitute a meeting of the Common Council or any of its
Standing Committees, and must be noticed as such, although they will not take
any formal action at this meeting.

b} Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiliary aids.
For additional information or {o request this service, contact the Council
Services Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025
or by writing to the Coordinator at Room 205, City Hall, 200 E. Wells Street,
Milwaukee, WI 53202,

¢) Limited parking for persons attending meetings in City Hall is available at
reduced rates (5 hour limit} at the Milwaukee Center on the southwest corner of
East Kilbourn and North Water Street. Parking tickets must be validated in
Room 205, (City Clerk's Office) or the first floor Information Booth in City Halil.

d) Effective July 1, 2005, persons engaged in lobbying as defined in s. 305434
of the Milwaukee Code of Ordinances are required to register with the City
Clerk's Office License Division. More information is available at
www.milwaukes.govilicbby or by calling 414-286-2238,
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair _
Ald. Terry Witkawski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walirath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3436
E-mail; dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E.mail crodri@milwaukee.gov

friday, December 2, 2006 9:00 AM Room 301-A, City Hail

Meeting Convenend: 9:24 AM

Members Present: Ald, Davis, Ald. Witkowski, Ms. Dean, Deputy Inspector Ruzinski,
Mr. Walrath and Ms. Crumpton.

Members Excused; Mr. Callen, Mr. Jordan, Ms. Sanchez and Mr. Webber Jr.

1) Review and approval of the minautes of the October 14, 2005 and November 10, 2005
meetings.

Muotion by Ms. Dean to amend the minutes of the October 14, 2005 meeting.
Pravailed. -0

Motion by Depuly Inspector Ruzinski lo approve the minutes of the October 14, 2005 as
amended. Seconded by Ms. Dean.

Prevailed. 6-0

Mation by Mr. Walrath to approve the minutas of the November 10, 2005 meeling,
Saconded by Ald. Witkowski,

Prevailed . 6-0

2 Discussion of proposed goals and objectives of the Convenient Lending Task Force,

Raview of Objectives set forth by the Convenient Lending Task Foree.

Joff Osterman, Lagislative Fiscal Analyst, Legisiative Reference Bureau, recommended
tha foliowing draft outling for the table of contents to be included in the final
recommendations of the task force:

I Introduction of the task force, summarizing ifs mission in accordance with the
comman counc fle that craated the task force, aiso desonbing the issuss the lask
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force was created to review with final report and recommendations.

I. Summary of Task Force recommendations. The beginning of this item would include
a summary of the the overall report, with detailed recommendations at the end of the
report.

M. Definitions of the fypes of businesses discussed in the report, which would be taken
from the cities zoning cods.

V. Map showing the distribution of convenient lending businesses in the city.
V. More descriptive information about the convenient lending industry, such as business

practices, ie. interest rates, loan terms and data on customer base, based upon the
articles and reports submitted by task force members.

V1. Data on crime in the vicinity of convenient lending establishments, based upon maps
and tables provided by Deputy Inspector Ruzinski.

Vif. Review of existing regulations for convenient lending establishments, including
unsuccessful past attempts to create legisiation at the state and city levels. This would
also include review of regulations of cormmunities across the nation.

Vil Review of City Atformey Opinions on proposed convenient lending ltegistation, to
determine the constraints the task force faces as they make their recommendalions for
legistation.

The final section would include the recommendations as set forth by the task force,
divided info three ssctions; cily legislation, state legislation and non-legislative
recommandations such as consumer education related to aftematives to payday lending.

Mr. Osterman informed members that supporting documentation would be referred fo
appendices or attachments which will be included in the final recommendations.

Ald. Davis advised members that one of the objectives is that the final recommendations
should allow analyzation that would help determine whether legislation is warranted.

Based upon regulatory information received from M & | Bank, Deputy Inspector Ruzinski
addressed members regarding safely reguiations relative to convenient lending
establishments. She advised members that convenient lending establishments are not
required to have federal insurance and thus are not governed under safety regulations.
This provided a clear explanation of why mainstream lenders are required Io have certain
security such as cameras and certain types of vaults, all based upon the federal
ingurance on thair money.

She also recommend review city ordinance thaf govern particular regufations, such a
recent cily ordinance requiring retail establishiments to purchase security cameras after
approximately 3 robberies.

Ald. Davis Tollowed up on this topic by expressing the reluctancy of various business
owners protect their inferest by investing in security cameras. In addiion many business
swners will equipment their establishiment with bullet proof glass, befieving that the glass
would provide the uitimate safety, with litthe considsration for tha safety of their
customers.
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Deputy Inspector Ruzinski advised members that there is an ordinance that specifies
that if an establishment has the bullet proof glass they are not required fo have security
Cameras.

Ms. Dean addressed members regarding DF/ regulations. In addition she wanted to clarify
the difference between Legislation, regulations and ordinances. She advised members
that based upon her research, there were various things that DF1 could do within the
existing charter and state laws, however those things are nof being implemented. Ms.
Dean continued that there may ba many reasons for this. Members wers also advised
that during the course of the task force’s research they may find regulations that are nof
being enforced, that don't require state legisiation or city legisfation, thal may simply
require someong ask why its not being done.

Mr. Walrath recommendad that the draft copy of table of contents be setup fo so that
additional sections could be added petween items Vi and Vil picking up the theme in
itam VI of public safely issues, with another section detailing other neighborhood impact
issues related to convenient lending establishrments.

He also suggested that under item Vill (b} relative to state legisiation, there be two
possible sub-categories. One that would aliow possible consumer legislation containing
proposed amendments to the Wisconsin consumer. Tha other enabling legislation by the
state that would permit Milwaukee or other municipalities to get more involved in
regulating convervent lending establishmenis.

Deputy inspector Ruzinski recommended that an itern Vi (c} be added under public
safety to provided an analysis of the maps included in the final recommendation. She
advised that she would be willing to work Mr. Osterman to develop this data.

Mr. Osterman advised members that has included a section in the table of contents fo
allow for analysis of the impacts of convenient lending establishments, however he has
ot found sofid data to support this area.

Ms. Dean requested review of 2 specific convenignt lending establishment located on
Capitol and Humboldt on the south/west comer for the purpose of determining the
number of automobile accidents that result dus to inappropriate parking. She added that
overall data relative accidents that coour around convenient lending establishmants might
also provide useful data.

Motion by Deputy inspector Ruzinsik to accapt the recommeénd cutling as amendad,
Seconded by Ms. Dean.

Prevailed. 6-0.

A formulazation of research by members for the next meeting is as follows.

I Completed (overview of how things are created).

i Table pending data

fil. Self explanatory {related o OFi

iV Jaff Osterman/Deputy Inspector Ruzinski will provide data cortaining
nmbers.

V. Crumpton

Wi, Deputy inspecior Ruzinski
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v 172, Ms. Dean
Vil Mr. Walrath
Vil City Legisiatfon

Ald, Davis requested City Clerk staff contact Ms. Sanchez and Mr. Webber, Jr. regarding
the impact of convenient lending establishments on homebiuyer credit,

Al researched documentation should be submitted to Mr. Osterman no later than January
13, 20086.

Next meeting, January 27, 2008, Room 301-A, 8:00 A.M.

Diang Morgan
Staff Assistant

Alf documents researched by the task force may be reviewad by going fo
www.milwaukee.gov, under Common Council click on Council Files and enter file number
050489

Chy of Mitwauhkes
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Milwaukes, Wi 53202

Meeting Agenda
CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean,
Dimitri Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgarn, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

Fite Specialist: Charlotte Rodriguez, 286-8797
E-malil crodri@milwaukee.gov

Friday, February 3, 2006 9:00 AM Room 3018, City Hall

1) Approval of the minutes of the December 2, 2005 meeting

2) Review of Draft Recommendations
33 Public Comments
4) Next meeting date, time and agenda
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowskl, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-maif crodri@milwaukee.gov

Friday, February 3, 2006 9:00 AM Room 3018, City Hall

Meeting Convenend: 9:10 A.M.

Members Present: Ald. Davis, Deputy Inspector Rusinski, Ms. Dean, Mr. Callen, Mr.
Walrath, Ms. Sanchez, Ms. Crumpton.

Members Excused: Ald. Witkowski, Mr. Webber Jr.

Mr. Jeff Osterman, Legisiative Reference Bureau was also present as research staff for
the task force.

1) Approval of the minutes of the December 2, 2005 meeting,
Motion by Ms. Dean ta approve the minutes of the December 2, 2005 meeting.
Seconded by Mr. Walrath.

1) Review of Drafi Recommendations

Mr. Osterman provided a draft copy of the lable of contents to members for review. He
advised members that page & should be amendad to read Appendix (B), rather than
Appendix {A) in the first paragraph.

In addition, Mr. Osterman advised members that he is stilf waiting for documentation for
the fafiowing areas:

Neighborhood impact issues - Ms. Dean

Regulations of convenient businesses - Mr. Walrath

Recommendations of the task force, pending completion of researc.

#s. Sanchez informed members that she is stif researching the fiscal impact on the city,
which will be inciuded in the neighborhood impact issues. She will also provide additional
rassarch on the customer base, and why consumers use convenient lending

establichments rather than mainstream lenders. She advised membaers that she would
alen includs alternatives fo using convenient lending estabiishments.
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Ald. Davis suggested that the final raport be condensed by refarencing relative case
studies.

In addition, Ald. Davis requested, Mr. Franiza and Mr. Osterman work tagether io review
ordinances thaf have been amended, as well as any new ordinances thal have affected
zoning.

Mr. Osterman recommend that the sections being researched by Mr. Walrath be listed in
the firral report as attachments in the appendices:

-City ordinances

-State regulations

-Regulations in other cifies

-City Attorney Qpinions

Mr. Osterman also suggested that summarizing these areas would help to condense
revelant information.

In addition, Mr. Osterman referenced new State Legislation, Assernbly Bill 914,
introduced January 17th, which sets a limit of 2% per month on the inferest rate imposed
by convenient lending establishments.

Ald. Davis requested that reference to 2005 Assembly Bill 914 be included in the task
force's final recommendations, including & through analysis. He also requested that Mr.
Osterman alse include data indicating median income based upon 2000 census dala
refative to ethnicity in Aldermanic Districts.

Deputy Inspector Ruzinski refarrad to the Public Safety section of the task force's
recommendations. She advised members that research doas not provide supporting
evidence to indicate that convenient lending establishments cause crime to increase in
neighborhoods; but that research does imply that convenient lending establishments
terd to locate in high crime areas whera thers are social and economic conditions among
other factors.

Deputy Inspector Ruzinski advised members that she will work with Mr. Osterman fo
develop a map of the city with 2005 crime statistics plotted on the map with a plastic
overiay of convenient lending establishments.

Mr Osterman advised members that he would provide City Attorney Opinions.

Ald Davis advised members that the farget deadiine dafe for completion of the task
force's final recommendations will be between mid March and early April.

Ms. Dean advised members of an opinion the stats atforney general is currently wOorking
on reiative to what states can do and what municipilitaties can't do. She suggested that
this this information be included the final report, if complete prior to that Hime.

Ald. Davis requested that mambers start to submit final recommendations fo ity clerk
st5fF o be inciuded in a spread sheet.

i addifion, My Cofien and Ms. Dean will research the folfowing!

Ahathar thers 15 & financial relationship betwaer conventional lending institutions and
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FORCE
convenient lending establishments.
Both Ald. Davis and Ms. Sanchez will speak with Congresswoman Moare reiative to
federal reguiations.
3) Public Comments
There were no public comments.
4} Next meeting date and time

The next meeting /s scheduled March 3, 2008, 5:00 A.M, Room 301-B.

Meeting Adjourned: 10:20 A M.

Diana Morgan
Staff Assistant

All documents researched by the Convenient Lending Task Force may be reviewed by
going to www.milwatikee.gov, under Common Council click on Council Fifes and enter file
number 050489,
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E.-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8757
E-mail crodri@@milwaukee.gov

Friday, March 3, 2006 9:00 AM City Hall, Room 301-B

Meeting Convened: 9:08 A.M.

Members Present: Ald, Davis, Mr. Calflen, Ms. Crumpton, Ms. Dean, Deputy inspector
Ruzinski, Ms. Sanchez, Mr. Walrath and Mr. Franitza.

Members Excused: Ald. Witkowski, Mr. Webber Jr.

1) Approval of the minutes of the February 3, 2006 meeting

Motion by Ms. Dean to approve the minutes of the February 3, 2006 meeting. Seconded
by Deputy Inspector Ruzinski.

fFrevaifed. 8-0

2) Review of draft outline and recommendations

Mr. Jeff Osterman, Legislative Reference provided a draft oulline of the task force's final
recommendations. Members discussed the following topics relative to the draft outiine.

Mr Osterman advised members that research information was stilf needed to address
neighborhood impact issues, in addition to research relating to the relationships between
banks and lending establishments.

Ms. Sanchez advised members that her intent was fo use infarmation from DFI for the
neighborhood impact portion of the research however, unsuccessful attempts fo obtain
information from DFI has prevented adequate research on this fopic.

Mr. Caflen advised members that the current forms being filed out by lenders is not
public information, and does nof break down the customer base by neighborhood or zip
code, stc. He recommended that part of the task forces’ final recommendation should
include that both state and local ievels ideniify customer base by zip code.

Ald. Davis also recommended that part of the final recornmendation through the city's
intergovernmental Relations Department; include lobbying the state to give information to
Ioost muricipaiities on an annual designated cycls, so that the sconomic impact could be
fracked on various neighborfioods throughout the cily.
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Mr. Callen advised members that one way fo obfain data refative fo customer base and
where concentration is being put on customers, who are in defaull, would be through
small claims court documentation. He also advised that this would be an extremely time
consuming measure.

Ms. Sanchez referenced a previously submitted research document refative fo the Loan
Company Annual Report (Schedule B). She advised members that if the task forces
were able fo oblain aggregate data from the report, which would include the number of
foans in Mitwaukee if possible, if not, data relative to the stafe and the dollar amounts the
task force would have the ability to exirapolate from that data.

In addition, Ms. Sanchez suggested the part of the final recommendation include the
availabifity of data to necessary entifies in aggregate as well as consumer information.

Aid. Davis advised members that during his attendance at the National League of Cities
Conference, he wotild find ouf what is being done nationally to obfain consumer data from
various municipalities. In addition, Ald. Davis advised members that he would like to also
include in the final recommendations the importance of the state increasing their capacity
so thaf they have the ability to do audit's annually.

Ms. Dean suggested that a list of questions of interest from the task force be included in
an open records request fo DFI.

Ald. Cavis informed members that he would work with the Legislative Reference Bureau
staff after the mesting to draff a request for open records. He also advised members that
the goal is to review the outiined recommendations for approval, with the understanding
that there is an open records request pending. In addition, if the information relative fo the
open records reguest were returned from DFI, in a timely manner the information would be
included in the final report.

Ms. Sanchez requested confirmation of what the task forces recommendations would be?

Mr. Calten requested confirmation of how the data would be used in the final
recommendations?

Ald. Davis responded that the as much data as possibie, refative fo process by which
information Is collected and dispensed by entities involved with convenient cash
businesses should be inciuded in the final report a befter understanding of how to move
forward and encourage positive changes.

Deputy Inspecior Ruzinski recommended that the open records request be made
requesting the aggregated data if it exists, however If it does not exists, individual data
should be requested, The data returned per the request would help the task force identify
the areas where the state may need to make improvemsnts, which could included in the
finaf report.

Ms. Sanchez suggested that data be requested by zip code for the cify of Milwaukes.

Ms. Crumpton suggested that the open records request from the task force include a fist
of zip codes for the city of Miwaukee.

An sgoregate report specificelly for the offy of Milwavkes, if this data s not availabie,
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data for Milwaukee County should be forwarded. In the event data cannot be provided for
either the city or county, the request should be made to inciude all of the Schedule (B)
Loan Companies Annual Reports for the city of Milwaukes.

Ms. Dean suggested that the open records request include data relative to the customer
base.

Mr. Osterman advised members that the section of the final draft dealing with regulations
on the state, federal and local levels was compiete and the only data missing at this point
was the recommendations.

Ms. Dean advised members that through her research of convenient cash businesses,
she found information abouf a unique partnership program with the Goodwilf in Appleton,
that offered an alternative to using payday lenders. She suggested that this type of
establishment would be a positive alternative for the city of Milwaukee, that would include
consumer education. She also informed members that Landmark Credit Union, Christ
the King and Bruce Service Credit Union are currently parinering with credit counseling
agencies in this program

Ms. Crumpton advised members that this program is actually a parinership between the
Goodwill Industries and credit counseling agencies.

Ms. Sanchez supported the task force making a recommendation to aggressively pursue
a similar program for the city of Milwaukes.

Ald. Davis recommended that this information be included in the final recommendations
under alternatives.

Mr. Walrath advised members of a list serve run by Jean Ann Fox, Director of Consumer
Affairs for the Federaiion of America, which provides ongoing information. They report on
state consumer protection legisiation and occasional litigation matters around the

country.

Ald. Davis requested members review the draft recormmendation report and contact Mr.
Csterman with suggested changes via e-mail prior to the next meeting.

Mr. Walrath advised members that he would like to include recommendations in that final
report that would include s. 138.10 of the Wis. Stafe Stals. Io recommend that there be
more state inquiry and analysis to convenient lending establishments, as they seem fo be
consistent with pawn broking.

In addition, Mr. Walrath suggested members refer to Appendix Q and include density
type confrols in their final recommendations.

Motion by Mr. Walrath to include a recommendation in the final report for DFI to amend
their annual report to include data that identifies their customer base, in additior: fo the
Zip vode or other geographic identification. Additionally that it allow public access o this
information on their annual reporf that. Seconded by Ms. Sanchez.

Prevailed. 7-0,

Motion by Deputy inspector Ruzinski fo make a recommendation that oty ordirances be
reviewsd and that the Mitwaukes Police Dapartment, the Legisiative Referance Suresn
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and the Cily Aftornay’s Office look at tightening city ordinances pertaining to convenient
tendling businesses relative to safety measures. Seconded by Ald. Witkowski.

Prevailed. 7-0.
Deputy inspector Ruzinski presenfed a map to members addressing robberies occuring
in the vicinity of banks and converient lending establishments, to be included in the final

recommendations report,

Motion by Ms. Sanchez to includs this data in the final recommendation report.
Seconded by Ald. Witkowski.

Prevailed, 7-0.

Mr. Franitza presented current ordinances addressing special use crileria and use
variance criteria regulating convenient lending establishments.

Ald, Davis requested that members submif all recommendations to Mr. Osterman or
council staff, no later than Monday, April 3, 2008 for distribution to members for review.

3) Public Comments

Peggy Partenfeider-Moede, Palrick Essie and Associates reportad the foflowing fo
address the task forces' concerns regarding the lack of data available;

The information is available; the only study that has been complsted by the Department
of Financial Institutions (DFI) was done back in 2001,

The data that is currently available is how many stores are out there, how many loans are
being done a year, as well as the volume of loans. DFI and each one of the licensees do
have the ability to go in and audit sach one of these stores ont a yearly basis. The audits
are supposed to be paid for by the industry.

The problem is that due to the financial constraints af the state budgst lavel, that isn't
frappening so a fot of the numbers members are seeking are not available because the
audits are not being performed due o the lack of funds.

A lot of the general information such as, how much money is being done, how rauch
money is out of state, how much money is in state, how many are owned by banks, is
avaiiable.

Ms. Partenfelder-Moede advised the task force that the state is required fo provide alf of
this information that the state is required fo provide.

In addition, Ms. Partenfelder-Moede indicated that she would be willing to provide the data
to the chair of the task force. She also advised members that through an open records
request that they are able to request the data from the state, but that they should Keep in
ming the data is not current.

Ms. Partenfelder-Moede also suggested that Ald. Davis contact Carrie Templaton at DF!
{608} 267-1719 for his open records request.

43 Next meeting date and time
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March 3, 2008

Friday, April 7, 20086, City Hall, Room 301-8

Meeting Adjourned: 10:33 A.M.
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair

Ald. Terry Witkowski, Vice-Chalr, Chris Callen, Kathryn Crumpion, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukes.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-mail crodri@milwaukee.gov

Friday, April 7, 2006

8:00 AM City Hall, Room 301-B

Meeting Convened: 9:11 A.M.

Members Prasent: Ald. Davis, Mr. Calien, Ms. Crumplon, Ms. Dean, Mr. Franiiz, Ruzinski
and Mr. Walrath.

Members Excused: Ald. Witkowski,
Members Absent: Mr. Wabber Jr.

Ms. Sanchez participated in the meating via telephone conference.

i3] Approval of the minutes of the March 3, 2006 meeting

Motion by Ms. Dean to amend page 3, paragraph 3, of the minutes of the February 3,
2008 mesting lo amend Bruce Service Credit Union o read First Service Credit Union.

Motion by Deputy inspector Ruzinski to approve the minutes as amended. Seconded by
Ms. Dean.

Prevailed., 7-0.

3] Review of drafi report and recommendations

The Convenient Lending Task Force discussed the following changes relative to the final
draft recommendations:

-"Civarview of Convenient Lending Industry,” add paragraphs relative to the conclusions of
a Fannie Mae Foundation Report, "Anolopies of Alternative Financial Service Providers.”

-A citywide map listing the locations of banks ard converient lending establishments and
robberies coowring in 2008 added to the appendices.

-The entire seclion relative to "Neighborhood Impact Isswes was added, Add a copy of
Ald. Davis' open records requast to DFI (copy in the appendix). in response, DFI sent
aggregafe statewide data on the number of payday loan office locations, the number of
foans made and the total value of such loans for the years 1996-2004 table added o
reflect this information,

City of Mitwaukee
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Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3458
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Friday, April 7, 2006
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2) Review of draft report and recommendations
3 Public Comments
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Friday, April 7, 2006, City Hall, Roorn 301-B

Meeting Adjourned: 10:33 A.M.
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and the City Attorney's Office look at tightening city ordinances perfaining to convenient
lending businesses relative o safety measures. Seconded by Ald. Witkowski.

Prevailed. 7-0.
Dsputy Inspector Ruzinski presented & map to members addressing robberies occuring

in the vicinity of banks and convenient lending establishments, to be included in the final
recommendations report.

Motion by Ms. Sanchez to include this data in the final recommendation report.
Seconded by Ald. Witkowski,

Prevailed. 7-0.

Mr. Franitza presented current ordinances addressing special use criterfa and use
variance criteria requiating convenient lending establishments.

Ald. Davis requested that members submit all recommendations to Mr. Osterman or
council staff, no later than Monday, April 3, 2006 for distribution to members for review.

3) Public Comments

Peqggy Partenfelder-Moede, Palrick Essie and Associates reported the following to
address the task forces’ concerns regarding the lack of data available:

The information is available; the only study that has been vompieted by the Depariment
of Financial Institutions (DFI) was done back in 2001,

The data that is currently available Is how many stores are out there, how many loans are
being done a year, as well as the volume of loans. DFI and each one of the licensees do
have the ability to go in and audit each one of these stores on a yearly basis. The audits

are supposed to be paid for by the industry.

The problem is that due to the financial constraints at the state budget level, that isn't
happening so a lot of the numbers members are seeking are nof available because the
audits are not being performed dueg 10 the lack of funds.

A lot of the general information such as, how much money is being done, how much
money is out of state, how much money is in state, how many are owned by banks, is
avaifable.

Ms. Partenfeider-Moede advised the task force that the state is required to provide all of
this information that the sfate is required fo provide.

In addition, Ms. Partenfelder-Moede indicated that she would be willing to provide the data
to the chair of the task force. She also advised members that through an cpen records
reguest that they are able to request the data from the state, but that they should keep in
mine the data is not current.

Ms. Parfenfelder-Mosds also suggested that Ald. Davis contact Carrfe Templeton at DFI
(808} 267-1719 for his apen records request.

43 Next meeting date and time
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data for Milwaukee County should be forwarded. In the event dafa cannot be provided for
either the city or county, the request should be made to include alf of the Schedule (B}
Loan Companies Annual Reports for the city of Milwaukee.

Ms. Dean suggested that the open records request include data relative to the customer
base.

Mr. Osternan advised members that the section of the fingl draft dealing with regufations
on the state, federal and local levels was complete and the only data missing at this point
was the recommendations.

Ms. Dean advised mernbers that through her research of converjent cash businesses,
she found information about & unique partnership program with the Goodwill in Appleton,
that offered an alternative to using payday lenders. She suggested that this type of
establishment would be a positive aiternative for the city of Milwaukes, that would include
consumer education. She alse informed members that Landmark Credit Union, Christ
the King and Bruce Serviee Cradit Union are currently partnering with credit counseling
agencies in this program

Ms. Crumpton advised members that this program is actually a partniership between the
Goodwill Industries and credit counseling agencies.

Ms. Sanchez supported the task force making a recommendation t0 aggressively pursue
a stmilar program for the cify of Milwaukse.

Ald. Davis recommended that this information be included in the final recommendations
under alternatives.

Mr. Walrath advised rmembers of a list serve run by Jean Ann Fox, Director of Consumer
Affairs for the Federation of America, which pravides ongoing information. They report on
state consumer protection legisiation and occasional litigation matters around the

couniry.

Ald. Davis requested members review the draft recommendation report and contact Mr.
Osterman with suggested changes via e-mail prior o the next meeting.

Mr. Walrath advised members that he would like to include recomimendations in that final
report that would include s. 138.10 of the Wis. State Stats. to recommend that there be
more state inquiry and analysis to convenient lending establishiments, as they seem fo be
consistent with pawn broking.

In addition, Mr. Wafrath sugnested members refer to Appendix Q and include density
type confrols in their final recommendations.

Motion by Mr. Walrath to include a recommandation in the final report for OF to amend
their annual report 10 include data that identifies their custormer base, in addition fo the
zip code or other geographic identification. Additionally that it allow publfic access fo this
information on their annual report that. Seconded by Ms. Sanchez.

Prevailed. 7-0,

Mation by Deputy Inspecior Ruzinski o make a recommendation that oty ordinances be
reviewed and that the Milwsukee Police Depariment, the Legisiative Reference Bureau
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Mr. Callen advised members that one way to obtain data refative fo customer hase and
where conceniration is baing put on customers, who are in defaulf, would be through
small claims court documentation. Me also advised thal this would be an extremsly time
consuming measure,

Ms. Sanchez referenced a previously submifted research document relative to the Loan
Company Annual Rgport (Schedule B). She advised members that if the fask forces
were able fo obfain aggregate data from the report, which would include the number of
ioans in Milwaukee if possible, if not, data relative fo the state and the doilar amounts the
task force would have the ability to extrapolate from that data.

in addition, Ms. Sanchez suggested the part of the final recornmendation include the
availability of data to necessary entities in aggregate as well as consumer information.

Ald. Davis advised members that during his attendance af the National League of Cities
Conference, he would find out what is being done nationally to obtain consumer data from
variots municipalities. in addition, Ald. Davis advised members that he would like fo also
include in the final recommendations the importance of the state increasing their capacily
so that they have the ability to do audit's annually.

Ms. Dean suggested that a list of questions of interest from the task force be included in
an open records request to DFI.

Ald. Davis informed members that he would work with the Legisiafive Reference Bureau
staff after the meeting to draft a request for open records. He alsp advised members that
the goal is to review the outlined recommendations for approval, with the understanding
that there is an open records request pending. In addition, if the information relative to the
open records request were returned from DFI, in a imely manner the information would be
includad in the final report.

Ms. Sanchez requested confirmation of what the task forces recommendations would be?

Mr. Callen requested confirmation of how the data would be used in the final
recommendations?

Ald. Davis responded that the as much data as possible, relative fo process by which
information is collected and dispensed by entities involved with convenient cash
businesses should be included in the final report a betfer understanding of how to move
forward and encourage positive changes.

Deputy Inspector Ruzinski recommended that the open records request be made
requesting the aggregated data if it exists, however if it does not exists, individual data
should be requested, The data returned per the request would help the task force identify
the areas where the state may need fo make improvements, which could included in the
final report.

Ms. Sanchez suggested thal data be requssted by zip code for the city of Milwaukes.

Ms. Crumpton suggested that the apen records reguest from the fask foree include a list
of zip codes for the oty of Milwaukse.

An aooregate report specifically for the cify of Milwaukes, ¥ this dats is not avaiiabls,
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ALD, JOE DAVIS, Chalr
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
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File Specialist: Charlotte Rodriguez, 286-8737
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Friday, March 3, 2006 9:00 AM City Hall, Room 301-B

Meeting Convened: 9:08 A.M.

Members Present: Ald. Davis, Mr. Callen, Ms. Crumpton, Ms. Dean, Depuly Inspector
Ruzinski, Ms. Sanchez, Mr. Wairath and Mr. Franiiza.

Mernbers Fxcused: Ald. Witkowski, Mr. Webber Jr.

1) Approval of the minutes of the February 3, 2006 meeting

Motion by Ms. Dean to approve the minutes of the February 3, 2006 meeting. Seconded
by Deputy Inspector Ruzinski.

Prevailed. 8-0

2 Review of draft outline and recommendations

Mr. Jeff Osterman, Legisiative Reference provided a draft outline of the task force's final
recommandations. Members discussed the following topics relative tc the draft outline.

Mr Osterman advised members that research information was still needed fo address
neighborhood fmpact issues, in addition fo research relating to the refationships between
banks and lending establishments.

Ms. Sanchez advised members that her infent was fo use information from DFI for the
neighborhood impact portion of the research however, unsuccessful attermpts to obfain
information from DFI has prevented adequate research on this topic.

Mr. Caller: advised members that the current forms being fitled out by lenders is not
public information, and does not break down the customer base by neighborhood or #ip
code, afc. He recommended that part of the task forces’ final recommendation should
include that both state and local levels identify customer base by zip code.

Akt Davis aiso recommended that part of the final recommendation through the city's
intergovernmental Relations Department, include fobbving the state to give information Io
local municipaiities on an annuel designated cycle, so that the economic impact eould be
wracked on various neighborhoods throughout the oity.
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FORCE

convenient lending establishments.

Both Ald. Davis and Ms. Sanchez wilf speak with Congressworman Moore relalive to
federal reguiations.

3 Public Comments

There were no public comments,
4) Next meeting date and time
The next meating is scheduled March 3, 2006, 9:00 A.M, Room 301-8.

Meeting Adjourned 10:20 AM.

Diana Muorgan
Staff Assistant

All documents researched by the Convenient Lending Task Force may be reviewed by
going to www.milwaukee.gov, under Common Council click on Council Files and enter file
number 050488
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Ald. Davis suggested that the final report be condensed by referencing refative case
studies.

In addition, Ald. Davis requestad, Mr. Franitza and Mr. Osterman work together to review
ordinances that have been amended, as well as any new ordinances that have affected
zoning.

Mr. Osterman recommend that the sections being researched by Mr. Wairath be listed in
the final report as atiachments in the appendices:

-City ordinances

-State reguiations

-Reguiations in other cities

-City Attorney Opinions

Mr. Osterman also suggested that summarizing these areas would help to condense
revelant information.

In addition, Mr. Osterman referenced new State Legisiation, Assembly Bili 914,
introduced January 17th, which sets a limit of 2% per month on the interest rate imposed
by convenient lending establishments.

Ald. Davis requasted that reference to 2005 Assembly Bill 914 be included in the task
force's final recommendations, including a through analysis. He also requested that Mr.
Osterman also include date indicating median income based upon 2000 census dafa
relative to ethnicity in Aldermanic Districts.

Cepuly Inspector Ruzinski referred to the Public Safely section of the task force's
recormnmendations. She advised members that rasearch does not provide supporting
evidence fo indicats that convenient lending establishments cause crime {o Increase in
neighborhoods; but that research does imply that convenignt lending establishments
tend to locate in high crime areas where there are social and economic conditions among
other factors.

Depuly Inspector Ruzinski advised members that she will work with Mr. Osterman to
develop a map of the city with 2005 crime statistics plotfed on the map with a plastic
overlay of convenient lending establishments.

Mr. Osterman advised members that he would provide City Aftorney Opinions.

Ald. Davis advised members that the targst deadiine date for completion of the task
force’s finat recommendations will be between mid March and early April.

Ms. Dean advised members of an opinion the state attorney general is currently working
on relative to what states can do and what municipilitaties cant do. She suggested that
this this information be included the final report, if complete prior fo that time.

Ald. Davis requested that members start fo submit final recommendations fo city clerk
staff to be Inciuded in & spread shest,

iy addition, Mr, Caflen and Ms. Dean will research the following.

Whsther thare is & Financial relationship between converfional lerding institutions and

City of Milwaukee Page 3




. . City Hall
Clty Of M“WEUKee 200 East Wells Sireet

" . Milwaukee, Wi 53202
Meeting Minutes A

CONVENIENT LENDING TASK FORCE

ALD, JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Cailen, Kathryn Crumpton, Dorothy Dean, Dimitrl
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukees.gov

File Specialist: Charlotte Rodriguez, 286-8797
E.mall crodri@milwaukee.gov

Friday, February 3, 2006 9:00 AM Room 3018, City Hall

Mecting Convenend: 9:10 A M.

Members Present: Ald. Davis, Deputy Inspector Rusinski, Ms. Dean, Mr. Callen, Mr.
Walrath, Ms. Sanchez, Ms. Crumpton.

Members Excused: Ald. Witkowski, Mr. Webber Jr.

Mr. Jeff Osterman, Lagislative Reference Bureau was also present as rosearch staff for
the task force.

1) Approval of the minutes of the December 2, 2005 meeting,
Motion by Ms. Dean fo approve the minutes of the December 2, 2005 meeting.
Seconded by Mr. Walrath.

) Review of Praft Recommendations

Mr. Osterman providsd a draft copy of the table of contents to members for review. Hae
advised members that page 5 should be amended to read Appendix (B), rather than
Appendix {A} in the first paragraph.

in addition, Mr. Osterman advised members that he is still wasting for documentation for
the following areas:

Neighborhood impact issues - Ms. Dean

Reguiations of convenient businesses - Mr. Walrath

Recommendations of the task force, pending completion of research.

Me. Sanchez informed members that she is stil researching the fiscal impact on the city,
which will be included in the neighborhood impact issues. She will also provide additionat
research on the cusformer base, and why consumers use convenient lending

sstabishments rather than mainstream lenders. She advised members that she would
aiso include afternatives to using convenient lending establishments.
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Meeting Agenda
CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean,
Dimitri Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E~-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8787
E-mail crodri@@gmilwaukee.gov

Friday, February 3, 2006 8:00 AM Room 3018, City Hall

1) Approval of the minutes of the December 2, 2005 meeting
) Review of Draft Recommendations
k) Public Comments

4) Next meeting date, time and agenda
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Vi 1/2. Ms. Dean
VIL Mr. Walrath
Vi, City Legislation

Ald. Davis requested City Clerk staff contact Ms. Sanchez and Mr. Webber, Jr. regarding
the impact of convenient lending establishments on homebuyer credit.

All researched documentation should be submifted to Mr. Osterman no later than January
13, 20086.

Next meseting, January 27, 2006, Room 301-A, 3:00 A.M,

Diana Morgan
Staff Assistant

Al documents researched by the task force may be reviewed by going to
www.milwaukee.gov, under Common Councl click on Council Files and enter file number
050489.
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Deputy Inspector Ruzinski advised members that there is an ordinance that spsciﬁes
that if an establishment has the bullet proof glass they are not required fo have security
cameras.

Ms. Dean addressed members regarding DF! requiations. In sddition she wanted fo clarify
the difference between Legislation, regulations and ordinances. She advised members
that based upon her research, there were various things that DFI could do within the
existing charter and state laws, however thosa things are rot being implemented. Ms.
Dean continued that there may be many reasons for this. Members were also advised
that during the course of the task force's research they may find regulations that are not
being enforced, that don't require state legisiation or city legisiation, that may simply
require someone ask why its not being done.

Mr. Walrath recommended that the draft capy of table of contents be setup to so that
additional sections could be added between items Vi and VIf picking up the theme in
item Vi of public safety issues, with another section detailing other neighborhood impatt
issues related fo convenient lending estabiishments.

He also suggested thaf under item VIl {b) relative to stale legislation, there be two
possible sub-categories. One that would aliow possible consumer legisiation containing
proposed amendments to the Wisconsin consumer. The other enabling legistation by the
state that would permif Milwaukee or other municipalities to get more involved in
regulating convenient lending establishments.

Deputy Inspector Fuzinski recommended that an item VIl (c) be added under public
safety to provided an analysis of the maps included in the final recommendation. She
advised that she would be willing to work Mr. Osterman to develop this data.

Mr. Osterman advised members that has included a section in the table of contents to
allow for analysis of the impacts of conveniant lending establishments, however he has
nat found solid data to support this area.

Ms. Dean requested review of & specific convenient lending establishment located on
Capitol and Humboldt on the south/west corner for the purpose of datermining the
number of automobile accidents that resulf due to inappropriate parking. She added that
overall data relative accidents that cccur around convenient lending establishments might
afso provide useful data.

Maotion by Deputy inspecior Ruzinsik to accept the recommend oulline as amended.
Seconded by Ms. Dean.

Prevailed. 6-0.

A formulazation of research by members for the next mesting is as follows:

f. Complsted (overview of how things are created).
H, Table pending data
i Self explanatory (refated to DF1).
. Jeff Osterman/Deputy Inspector Ruzinski will provide data confaining
rumbers.
V. Crumpton
Vi Gepuly Inspector Rizingki
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force was created o review with final report and recommendiations.

1. Summary of Task Force recommendations. The beginning of this item would include
a summary of the the overall report, with detailed recommendations at the end of the
report,

HI. Definitions of the types of businessses discussed in the report, which would be taken
from the cities zoning code.

IV, Map showing the disiribution of convanient lending businesses in the cify.

V. More descriptive information about the convenient lending industry, such as business
practices, ia. interest rates, loan terms and data on customer base, based upon the
articles and reports submitted by task force members.

Vi Data on crime in the vicinity of convenient lending establishments, based upon maps
and tables provided by Deputy Inspector Ruzinski.

Vil. Review of existing regulations for convenient fending establishments, including
unsuccessful past atternpts to create legislation at the state and cify levels. This would
also include review of regulations of communities across the nation.

VII. Review of City Altomay Opinions on proposed convenient lending legisiation, to
determine the consiraints the task force faces as they make their recommendations for
isgistation.

The final section would include the recommendations as set forth by the task force,
divided info three sections; city legisiation, state legisiation and non-legislative
recommeandations such as consumer education related to altornatives to payday lending.

Mr. Osterrnan informed members that supporting documentation would be referred fo
appendices or attachments which will be included in the final recommendations.

Ald. Davis advised members that one of the objectives is that the final recommendations
should aflow analyzation that would help determine whether legisiation is warranted.

Based upon regulatory information received from M & I Bank, Dsputy inspector Ruzinski
addressed members regarding safety regulations relative to convenient lending
establishments. She advised members that convenient lending establishments are not
required to have federal insurance and thus are not govermed under safely regulations.
This provided a clear explanation of why mainstream lenders are required 1o have certain
security such as cameras and certain types of vaults, all based upon the federal
insurance on their money.

She also recommend review city ordinance that govern particular regulations, such a
recent city ordinance requiring retail establishments to purchase secunify cameras affer
approximately 3 robbaries.

Ald. Davis foltowad up on this topic by expressing the reluctancy of various business
owners protect their interest by investing in security cameras. In addifion marty busingss
owners will equipment their estsblishmaent with bulief proof glass, believing that the glass
would provide the ulfimate safety, with litte consideration for the safety of their
cuslomesrs.
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair

Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri

Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-mail crodri@milwaukee.gov

#riday, December 2, 2005

9:00 AM Room 301-A, City Hall

Meeting Convenend: 9:24 AM

Menmibers Present: Ald. Davis, Ald. Witkowski, Ms. Dean, Deputy Inspector Ruzinski,
Mr. Walrath and Ms. Crumpton.

Members Excused: Mr. Callen, Mr. Jordan, Ms. Sanchez and Mr. Webber Jr.

)] Review and approval of the minutes of the October 14, 2005 and November 10, 2005

meetings.

Motion by Ms. Dean to amend the minutes of the Ocfober 14, 2005 mesting.
Prevailed. 6-0

Motion by Depuly inspector Ruzinski fo approve the minutes of the Qclfober 14, 2005 as
ammended. Seconded by Ms, Dean,

FPrevailed. 6-0

Motion by Mr. Walrath to approve the minutes of the November 10, 2005 meeting.
Seconded by Ald. Witkowski.

Prevailed . -0

23 Discussion of proposed goals and cbjectives of the Convenient Lending Task Force.

Review of Objectives set forth by the Convenient Lending Task Force.

Jeff Osterman, Legislative Fiscal Analyst, Legisiative Reference Bureau, recommended
the foliowing draft outfine for the lable of contents I be included in the final
recommendations of the fask force:

i infroduction of the fask force, summarizing s mission in acoordance with the
cornmon council fle that created the fask force, aisc describing the issuss the fask

City of Milwaukee
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FORCE ' :

13. How to educate consumer about the impact of convenient cash businesses?
14. What are the current regiiations?
18, What are the laws in other jurisdiction?

16, Public Safety issues related to convenient fending establishments in Milwaukee
neighborhocds.

Yersion 8

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Committee, may attend this meeting
to participate or to gather information. Therefore, notice is given that this
meeting may constitute a meeting of the Common Council or any of its
Standing Committees, and must be noticed as such, although they will not take
any formal action at this meeting.

b) Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiliary aids.
For additional information or to request this service, contact the Council
Services Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025
or by writing to the Coordinator at Room 205, City Hall, 200 E. Wells Street,
Milwaukee, Wi 53202.

c} Limited parking for perscns attending meetings in City Hall is availabie at
reduced rates (5 hour limit} at the Milwaukee Center on the southwest corner of
East Kilbourn and North Water Street. Parking tickets must be validated in
Room 205, (City Clerk’s Office} or the first floor information Booth in City Hall.

d) Effective July 1, 2005, persons engaged in lobbying as defined in s. 305434
of the Milwaukee Code of Ordinances are required to register with the City
Clerk's Office License Division. More information is available at
www.milwaukee.govilobby or by calling 414-286-2238.
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. . City Hall
Clty of Milwaukee 200 East Wells Street
Milwaukes, Wi 53202

Meeting Agenda
CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowskl, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mall: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8737
E-maif crodri@@milwaukee.gov

Friday, December 2, 2005 2:00 AM Room 301-A, City Hall

1) Review and approval of the minutes of the October 14, 2005 and November 10,
2005 meetings.

2) Discussion of proposed goals and objectives of the Convenient Lending Task
Force.
1. How many businesses exist in the City of Milwaukes, including types?

2. What is the cusformner base?

3. What are the doffar amounts being loaned and the interest rates on these lcans?

4. How to enccurage mainstream lenders to reestablish relationships in the ciies
communities?

5. How are current regulations established?
6. The fiscal impact of convenient cash businesses on the City of Milwaukee,
spacifically the market interest rates the institutions are charging that are nof going back

into Mitwaukee communities?

7. The development of demographic maps outlining the areas In which convenient cash
estabiishments are located,

8. Visual charts comparing the interest rates associated with convenjent cash
businesses fo those of traditional lending sstablishments.

8. How were the demands for cash met prior to the creation of convenient landing
establishments?

10 What causes convenient cash Businesses ko be in high demand?
11, What iypes of marketing strategies are being used?

12, Why aren’t consumers using iraditional insfiutions?
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FORCE .

other localitios with simmilar problems.

Ald. Davis asked for suggestions for the compilation of the committes’s final report. He
also offered the recommended the following suggestions relative to chapters to be
included in the committes's final report:

-A lagal overview with City Attorney Opinions and Aftorney General Opinions.
-Consumer Protection rights (social and econonic impacts).

-Comparison of legal overview and law enforcement.

-Review how convention busingsses are run in comparison to traditional insfitutions.

Ms. Sanchez suggested listing the chapters in the commiftee’s final report as outlined in
the task forces’ proposed goals and objectives.

Mr. Osterman informed the committee that he would began developing a table of contents
for the committes’s final report based on the fopics created by task force members.

Ms Crumpton advised the committee that she would provide an update at the next
meeting on the progress of current fegislation being drafed refative io the prosscution of
payday lenders.

Next Meefing Date: Friday, December 2, 2005, 8:00 AM

There were no public comments.

Mesting Adjournsd: 10: 30 AM

All data researched and reviewed by this committes may be viewed at

hitp:/egistar.mitwaukes.gov/mattersearch/
under Fife #050489
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FORCE

committed around checking cash/ convenient lending establishments. The 2004
statistics indicated a fotal of 315 robberies within 500 feet of a check cashing/convenient
lending establishment with a fofal of 2800 robberies citywide. She also advised members
that based on the data thers is no clear indication of a correlation thaf there were more
robheries committed in the vicinity of checking cashing/convenient lending
establishments then there are around other businesses,

Ald. Davis requested that Deputy Inspector Ruzinski identify and prepare data for the
commitiee’s final report relative to the crime trends and adverse impact of having check
cashing/convenient lending estabiishments located in neighborhoods.

Ms. Sanchez suggested a comparison of crime data for grocery stores (o that of
convenient lending establishments.

Deputy Inspector Ruzinski informed the members that based upon the number of stores
ipcatad in the city of Milwaukee it would be almost impossible fo collect data to use for a
comparison of crime befween grocery sfores and convenient lending establishments.

Mr. Osterman advised the commiftee that because gas stations are licensed by the city it
might be easier to compare the crime statistics of gas stations with that of convenient
leriding establishments.

Ald. Witkowski and Mr, Webber Jr. arrived at 820 AM.

Mr. Walrath advised the commitiee that comparisons between gas stations and favems
might not provide the appropriate data for the commitiee to make an informed
recommendation due fo the fact that the data may be similar to commercial strips. He
suggested comparing the crime data of other finanicial or fraditional institutions with that
of convenient lending establishments.

Ald. Davis asked Depuly Inspector Ruzinski about the possibility of obtaining data that
would indicate the difference between the required security measures of traditional
institutions (security cameras, security guards, armored cars, etc.) to thoss of convenient
lending establishments.

Ms. Crumpton suggested including crime analysis data for credit utions.

Mr. Webber Jr. provided a statue of imitation study (exhibif 2), on debt cofiection and
defauit of loans by the consumer from the time of the loan to the last payment date.

Ald. Davis presented an ordinance and City Attornsy Opinion (exhibity3} for review.

Mr. Csterman summanized the City Attorney Opinion in question, explaining that the
ordinance and City Atforney Opinion were refated to security features and the rationale or
relationship between the requirements and the protection of the public health, safety and
welfare, in addition te the reasons for treating particular businesses different from other
businesses.

Mr. Osterman continued by explaining that the City Attorney Opinian indicates that there
were not sufficient legisiative findings in the ordinance fo make an accurate conclusion.

#ir Walrath suggested that the committes research the responses and findings of
iegisistion in other stafes o gain an understanding of the Impact and approaches used by
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CONVENIENT LENDING TASK FORCE

ALD, JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukes.gov

File Specialist: Charlotte Rodriguez, 286-8737
E-mail crodri@milwaukee.gov

Thursday, November 10, 2005 9:00 AM Room 301-A, City Hall

Meeting Convened: 9:13 AM
Members Present: Ald. Davis, Ald. Witkowski, Mr. Callen, Ms. Crumpton, Deputy
inspector Ruzinski, Mr. Webber Jr., Ms. Sanchez and Mr. Walrath.
Members excused Ms Dean, Mr. Jordan,

Mr, Walrath was excused at 10:00 AM.

Deputy Inspector Ruzinski was exused at 10:15 AM.

1) Review and approval of the minutes of the October 14, 2005 meeting.

1. Review and approval of the minutes from the QOclober 14, 2005 Convenient Lending
Task Force mesting.

Motion by Mr. Callen to approve the minutes of the October 14, 2005 mesting of the
Convenient Lending Task Force at the December 2, 2005 meeling.

Prevailed 8-0

2) Discussion of proposed goais and objeciives of the Convenient Lending Task
Force.

2. Discussion of the proposed goals and objectives of the Convenient Lending Task
Foroe.

Crime Analysis Map and statistics (exhibit 1} presented by Depidy Inspector Ruzinski.
Deputy inspector Ruzinski offered an overview of the stafistics explaining that the data is
approximated and reporfed to State and Federal enfities annually. The stafistics were
broken down within a 500 feel radius buffer zone of check-cashing establishments
{indicated by the yellow dots on the map). The pink or salmon colored dots identifisd the
buffer zone within a 1500 fee! radius for 2002, 2003 and 2004,

Deputy Inspecior Ruzinskd explained that robberiss were The most freqguent orimes
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13. How to educate consumer about the impact of convenient cash businesses?
14. What are the current regulations?
15 What are the laws in other jurisdiction?

16. Public Safety issues related to convenient lending establishments in Milwaukee
~ neighborhoods

Version 5§

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Commitiee, may attend this meeting
to participate or to gather information. Therefore, notice is given that this
meeting may constitute a meeting of the Common Councii or any of its
Standing Committees, and must be noticed as such, although they wil not take
any formal action at this meeting.

b} Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiliary aids.
For additional information or to request this service, contact the Council
Services Division ADA Coordinator at 286-2998, (FAX}286-3456, (TDD)286-2025
or by writing to the Coordinator at Room 205, City Hall, 200 E. Wells Street,
Milwaukee, Wi 53202,

¢} Limited parking for persons attending meetings in City Hall is available at
reduced rates (5 hour limit) at the Milwaukee Center on the southwest corner of
East Kilbourn and North Water Street. Parking tickets must be validated in
Room 205, (City Clerk’s Office) or the first floor information Booth in City Hall.

d} Effective July 1, 2005, persons engaged in lobbying as defined in s, 305-43-4
of the Milwaukee Code of Ordinances are required o register with the City
Clerk's Office License Division. More information is available at
www.milwaukee.gov/lobby or by calling 414-286-2238.
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Meeting Agenda
CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-maii: dmorga@milwaukee.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-mail crodri@milwaukee.gov

Thursday, November 10, 2005 9:00 AM Room 301-A, City Hall
1) Review and approval of the minutes of the October 14, 2005 meeting.
2) Discussion of proposed goals and objectives of the Convenient Lending Task
Force.

1. How many businesses exist in the City of Milwaukee, including types?
2. Yhat is the cusforner base?
3. What are the dollar amounts being loaned and the interest rates on these loans?

4. How to encourage mainstream lenders to reestablish relaticnships in the cities
communities?

5, How are current regulations established?
8. The fiscal impact of convenient cash businesses on the Cily of Milwaukes,
specifically the market interes! rates the institutions are charging that are not going back

info Mitwaukes communities?

7. The development of demographic maps outlining the areas in which convenient cash
establishments are located.

8 Visual charts comparing fhe inferest rates associated with convenient cash
businesses fo those of traditional lending establishments.

9. How were the demands for cash met prior fo the creation of convenient lending
establishmenis?

10, What causes convanient cash businesses to be in high demand?
11. What types of marketing strategies are being used?

12 Why arer't congumers using tradifional instifutions?
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around the couniry. He suggested review of and discussion of the information af future
meeting.

Mr. Jordan questioned the securily regulations governing the city of Milwaukee where
payday lenders are concerned?

Deputy Inspector Ruzinski referred fo a newly enacted city ordinance requiring digital
securify cameras after 3 offenses. She recommended the committee review Salt Lake
City Utal’s security requirements prior to drafiing their recommendations.

Mr. Osterman advised the committee of a previeus City Attorney Opinion objecting a
security refated ordinance.

Ald. Witkawski asked Mr. Osterman fo provide copies of the ordinance in question at the
next meefing?

Mr. Callen asked if the commiftee currently had statistics relfative to crime in and around
payday loan establishiments?

Deputy inspector Ruzinski advised the commiftee that she would provide stalistical data
from the past three years relative fo the crime levels in and around payday lending
establishments up to 2500 feel.

Next meeting date: November 10, 2005, 9:00 AM.
Meeting Adjourned: 10:20 AM.
All data researched and reviewed by this commitiee may be viewed at

http:Alegistar. milwaukee. gov/matiersearch/
under File #050489
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Ms. Dean suggested that the committes obtain a compilation of data by county that
would indicate the types of lenders most affected and the types of lending practices used.

She also advised the comnmittee that payday lenders subsequently refer borrows who
have established a large debt with one establishment to other predatory fenders.

Aldd. Davis and Mr. Webber Jr. were excused from the mesting at 9:40 AM.

Mr. Callen informed the committee that several years ago there was concern at the
national level about specific states and municipalities passing predatory lending
iegisiation. He requested clarification of the commitieas focus of research for the
implementation legisliation in their report (i.e. zoning)?

Mr Walrath referred the committee to (exhibit 3, City Attorney Opinion), Wisconsin
Consumer Protection Roundtable (starting at page 25-27). To what extent could a city
like Milwaukee use zoning to impose consumer protection. The report does indicate that
zoning can be used to limit the negative effects on neighborhoods or the city as a whole.

Mr. Walrath advised that hased upon the report, the regulation of hours and distance are
examples of regulating zoning, not consumer protection.

Ms. Dean asked clarification of non-zoning laws that maybe imposed?
Mr. Jordan asked if public welfare could be interpreted as the economy of an area?

Mr. Callen commented on the committees previous communication regarding the
compifation of data used by payday lending establishments. He referenced a 2001 DF|
statistical study and recommended cbtaining an updated copy of the information.

Motion by Ms. Dean to send a letfter to DFI requesting updated data relative to the
2001-2004 statistical study for the City of Milwaukes and Milwaukee County in addition to
the 2004 Annual Loan Company Report containing aggregated data for the Cily of
Milwaukee and Milwaukee County. Seconded by Ms. Sanchez.

Prevailed. 8-0

Mr Cailen stated, he would be willing to contact DFI fo request the updated annual data
by county submifted by payday lenders, however his concern was that DFI would niot be
willing refease the information to him without prior knowledge of who he was and his
purpose for the request.

Ms. Sanchez informed the committee that she wouid be willing to contact Carrie
Templston at DFI fo let her know to expect a letter from the cormmitiee requesting &
compilation of data used in annual reports by payday lenders.

Mr. Callen's report (exhibit 2) addressed item 14 on the agenda.
Ms. Sanchez informed the committee that she and Mr. Jordan are currently researching
ifem & on the agenda. They are collecting guantified rigmbers to address the fiscal

impact of convenient cash busingsses on the city of Milwaukeg

4r. Walrath requested members review {exhibit 3, City Attormay Opinion), Wisconsin
Consumer Profection Roundiable (pagses 1-5) selating fo roring reguigtions and other laws
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3. Mr. Callen provided documentation Loan Company Applications and Regulations
{exhibit 2), for committes review. He referenced fab 11, Wisconsin Department of
Financial Institutions {Strengthening Wisconsin's Financial Future).

In previcus mestings members identified educating the consumer as one of the
commitiees recommendations for their final report,

Mr. Callen informed members that the information he collected indicates that disclosure
inforrmation is available to the consumer, howaver because of the length of the disclosure
docurnent the consumer may not always review the information carefully.

Ald. Davis advised members that ong ¢f the commiftees objectives is lo analyze the
geographic locations of payday lending establishments in the city of Milwaukee, 1o
determine whether there has been an increase in crime and poverfy associated with
location of these establishments. If there is proven correlation, then the committee may
want to review the limitation of the number of payday loan establishments in specific
areas.

Ms. Dean referenced a study by Habifal for Humanity indicating many tactics currently
being used by predatory lenders is fargefing homeowners o roll aver their unsecured debi
into the debt secured by their homes. Ms. Dean stated that this is a clear indication that
there is a lot of money at the disposal of predatory lenders, which is used fo target those
that are most vulnerable,

Ald. Davis questioned whether there are current provisions or guidelines by housing
organizations relative to home equily to consumers?

In addition, Mr. Jordan questioned the basis of the cities current ordinances (safely,
criferia, efc.}. He also questioned the legality of the cily to enact an ordinance restricting
the location of payday lending establishments based upon the income level in specific
areas and limiting the hours of operation?

Mr. Osterman explained that a few of the areas the current ordinances address relative fo
the location of payday lending aestablishmenis, is nof being within 150 feef of a dual or
two family residential district and prohibited in all residential zoning districts with special
use in alf commercial zoning districts. He continued stating the creation of the ordinance
is various reasons including the safely and economic delriment in specific areas.

Ald. Davis addsd that the enactment of the current ordinances were a direct result of
distance requirements adopted by other cities so that payday lending establishments
were not concenirated in particular areas.

Mr. Walrath refarenced fo the data collected by Mr. Cailen in {exhibit 2}, 1ab 9. Which
acddresses the current levels of regulation payday lending establishments are governed
under, the report referenced an annugl report form (page 3, paragraph 2} indicaling payday
lerrders are required to report the numnber of delinguent loans as well as the number of rolf
overfoans they acquire. Mr. Walrath advised the committee that this data is not available
to the public due to a general privacy provision in the statue.

Mr. Walrath cormmented that the cormmmiftee should also analyze as parf of their report,
the current regulations of payday lending sstablishments.

Clty of Milwaukee Page 2
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CONVENIENT LENDING TASK FORCE

Friday, October 14, 2005

9:00 AM Room 301-A, City Hall

Members PRESENT: Ald. Davis, Ald, Witkowski, Mr. Callen, Ms. Crumpton, Ms.
Dean, Mr. Jordan, Deputy Inspector Ruzinski, Ms. Sanchez, Mr. Walrath and Mr.

Webber Jr.
1) Review and approval of the minutes of the September 16, 2005 meeting.
1. Review and approval of the minuteds of the September 16, 2005 meeting.
Motion by Ms. Dean to approve the minutes of the September 16, 2005 meeting of the
Convenient Lending Task Force. Seconded by Ms. Sanchez.
Prevailed. 10-0
2} - Review of proposed goals and objectives of the Convenient L.ending Task
Force:

Members Prasent: Ald. Witkowski, Ms. Sanchez, Deputy inspector Ruzinski, Mr.
Webber Jr., Mr. Walrath, Mr. Callen, Ms. Crumpton, Ms. Dean, Mr. Jordan and Ald.
Pavis.

Jeff Osterman, Legisiative Research Analyst was also present.
2. Review of proposed goals and objectives of the Convenient Lending Task Foree.

Mr. Walrath offered members an overview of a conference both he and Ald. Davis
attended sponsored by The Consumer Federation of America, the Consumer Law
Litigation Clinic at UW-Madison, and Wisconsin Public Interest Research Group
(WISPIRG), for the purpose of reviewing the national overview of payday lending and title
lending in the United States, and more specifically to review current legistation relative to
payday and titie lending in Wisconsin. The folfowing topics were discussed:

-The developing areas of interest.

-Legisiation in Wisconsin,

-Prasentations on other forms of potential regulations.
-Zoning lssues. '
~-Consumer home lending.

Maotion by Ald. Davis to make the information collected from the conference part of the
record (exhibit 1), to be reviewed by members, 1o assist in the development of the

carmmittess final report,

Frovailed 10-0

City of Milwaukee
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Milwaukee, Wi 53202

Meeting Agenda
CONVENIENT LENDING TASK FORCE

Friday, October 14, 2006 9:00 AM Room 301-A, City Hall
1 Review and approval of the minutes of the September 16, 2005 meeting.
2) Review of proposed goals and objectives of the Convenient Lending' Task
Force:

1. How many businesses exist in the City of Milwaukee, including types?

2. What is the customear base?

3. What are the dollar amounts being loaned and the inferest rates on these loans?

4. How to encourage mainstream lenders to reestablish relationships in the cities
communities?

5. How are current regulations established?
6. The fiscal impact of convenient cash businesses on the Cily of Milwatkee,
specifically the market inferest rates the institutions are charging that are not going back

intey Mitwatikee communities?

7. The development of demographic maps outlining the areas in which convenient cash
establishments are located.

8. Visual charts comparing the interest rates associated with converient cash
businesses o those of traditional lending establishments.

9. How were the demands for cash met prior to the creation of convenient lending
establishments?

10. What causes convenienf cash businesses fo be in high demand?

11. What types of marksting sirategies are being used?

12. Why arer't consumers using traditional institutions?

13. How to educate consumer about the jmpact of convenient cash businesses?
14. What are f.be current regulations?

18, What are the laws in other jurisdiction?

168, Public Safety issues reiated io convenient lending establishments in Milwaukee
rnsighborhoods
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FORCE

Motion, by Ms. Dean fo review items 11-16 at the next meeting of the Convenient Lending
Task force Commitlee.

Public Comments: Peggy Partenfeider-Moede, Director, SE Camera Consulting appeared
hefore the commitise. Ms. Partenfaldar-Moeds offered the committes an cverview of some
of the policies and proceedures currently used by convenient lending establishments. In
addifion Ms. Parfenfeider-Moeds offered suggestions on data she befleved might assist
the commiltee in fulure ressarch.

Next Meeting Date: October 14, 2005
Meeting Convened: 11:20 AM.

Diana Morgan
Staff Assistant

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Committee, may attend this meeting
to participate or to gather information. Therefore, notice is given that this
meeting may constitute a meeting of the Common Council or any of its
Standing Committees, and must be noticed as such, although they will not take
any formal action at this meeting.

b) Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiliary aids.
For additional information or to request this service, contact the Council
Services Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025
or by writing to the Coordinator at Room 205, City Hall, 200 E. Wells Street,
Milwaukee, W1 53202,

c) Limited parking for persons attending meetings in City Hall is available at
reduced rates (5 hour limit) at the Milwaukee Center on the southwest corner of
East Kilbourn and North Water Street. Parking tickets must be validated in
Room 205, (City Clerk's Office) or the first floor information Booth in City Hall,

d) Effective July 1, 2005, persons engaged in lobbying as defined in s. 305-43-4
of the Milwaukee Code of Ordinances are required to register with the City
Clerk's Office License Division. More information is avaiiable at
www.milwaukee.gov/iobby or by calling 414-286-2238.
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FORCE

a few years ago about how the city of Milwaukee could Mr. Carr's study and make it local,
She was advised by Mr. Carr that by going to the Department of Financial Institutions and
extrapolate from the number of payday loans that DFI has on record.

Ms. Sanchez further indicated that when Jim Carr did the study for the Fannie Mae
foundation he was asked what he thought the solution was for this problem. She states
that Mr. Carr staled that he did not belfeve that legisiation would be as sffective as
education.

Ms. Sanchez stated that in more recently years when speaking with Mr. Carr he had
changed his previous opinion about his study, he believed that a combination of both
legisfaiion and education are imperative fo the resolve of predafory fending.

Mr. Jordan advised the commiitee that by requesting data from the Department Financial
Institutions relative to the number of loans, the average amount of interest rates charged
would help the cormmitiee could extrapolate numbers for the cily of Milwaukee.

Ald. Davis requested the commiftee rovisif the effectiveness of disclosure, he also asked
members 1o include any recommendations.

Mr. Callen advised the committee that from his experisnce, the consumer does not
always understand a disclosure. Mr, Callen also commentsd that he did not believe that
the amount of inferest involved when individuals use convenient cash establishments are
not a deterrent for consumers, because the main objective is the convenience. He
stated, the longer the disclosure form the less fikely the consumer will read it.

Mr. Callen volunteered lo research the statue of operating rules and the disclosure
requirements are for convenient cash lenders for the naxt meeting. He will also develop a
cornparison of what might be paid at a financial institution versus what would be paid at a
payday loan establishrnent.

Ald. Davis asked the committee to review itemn 9 (how needs were met prior to convenient
lending establishments)} on their list of proposed goals and objectives. Financial
Instifutions gave oplions to those who were credit worthy

Ms. Sancher indicated tbat closer family and community Hies served as positive lending
options o in previous years. Other oplions were pun shops and long sharks. Most of
these options did not include high inferest rates.

Ald, Davis asked commiftes members to address item 10 {what causes the consumer (o
use the convenient lending businasses.

Mr. Callen indicated that knowing right from wrong i3 not a concern, as much as the
convenience and willingness of convenient cash business to make joans to individuals
who might not otherwise have the option obtaining casgh.

Ald. Davis requested the committes review iterm 11 (rmarkeling strategies being used by
convenient cash businesses). Members agreed the conceritration of convenient cash
businesses, largeling specific arsas, ads offering easy loans.

The cornmiftes made recormmendations for using counter strategies such as education,
sharter disciosures with understandabie language for the consumer,

City of Milwaukee
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Mr. Callen responded that from a practical standpoint, in addition fo the fiterature the
commiltee has researched, if appears that the reason the convenient lending businesses
have become so popular is due to the convenience they provide, whether that be no
hassie loan processing or localion.

Mr. Callen stated that he would be interested in fearning more about the loss experience
that are derived from these loans.

Ms. Crumpton commented that credit unions market overdraft profection similar to the
way payday loans have been marked.

Ald. Davie advised the comrmittes that the fact that Wisconsin has the 7th highest
poverty level and unemployment rate has compelled the city to review the practices of
convenient cash businesses. Ald. Davis confinued by explaining that by assessing the
strategies used especially in low-income areas will assist officials in defermining what the
actual impact of these institutions has on the cily as a whole.

Ald. Davis concluded that his overall obfective is to change the hehavior pattems as a
means of addrassing the poverty level in Wisconsin.

A motion was made by Ms. Dean recornmending the city 6f Milwaukee, CDBG program to
include funding relative to consumer protection for fair lending.

Mr. Jordan referred to a Fannie Mae Foundation article fo address item 6 (what is the
fiscal impact of convenient cash businesses in jow-income communities), on the
committee’s list of proposed goals and objectives, which indicates that improvised
neighborhoods pay extremely large interest rates when financing a loan through
convenient cash businesses, which could otherwise create a substantial savings for the
consumer.

Mr. Callen recommended that convenient cash businesses be forced to follow the same
policies as barks under federal and state regulations. He questioned whether convenient
cash businesses are checked cn.

Mr. Callen further advised the committee that educaling the consumer about the impact
of convenient cash businesses is essential. He stated that he believes that educating
the consumer should start in the schools as part of the curniculum,

Ms. Sanchez informed the commitfes that her organizetion currently visits varicus
schools fo speak about predatory home lending. She states that she has recently
solicited fund raising from several financial institutions to do educational and outreach
efforts in high schools

Ms. Sanchez referred o an article co-authored by Jim Carr, relative io 8 study for the
Fannie Mae Foundation about how banks are missing out on opportunities to make
money, by not doing businesses in marny communities. Mr. Carr's study gave the impact
over the United Stafes,

Me Sanchez edvised the commitiee that the statements in the articie are no longer rug
Because the banks have begun funding many of the convenient cash businesses.

Ms. Sanchay informed the cormmittes that she had the cpportunity [0 spaak with Mr. Carr
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CONVENIENT LENDING TASK FORCE

Friday, September 16, 2008 9:00 AM Room 301-B, City Hall

Meeting Convened: 9:13 AM.

Members PRESENT:
Members Present Ald. Davis, Ald. Witkowski, Mr. Callen, Ms. Crumpton, Ms. Dean, Mr,
Jordan and Ms. Sanchez.

Members Excused: Ms. Ruzinski, Mr. Walrath and Mr. Webber Jr.

1) Review and approval of minutes of the July 8, 2006 meeting

Motion by Ms. Sanchez to approve the minutes of the July 8, 2005 Convenient Lending
Task Farce meeting,

2} Review of proposed goals and objectives of the Convenient Lending Task
Force:

Ald. Davis open the meeting with an update relative fo data colflected by the commitiee fo
date.

Mr. Jordan provided information relative to iterns 2 (customer base) and 7 (demographic.
data) from the committee’s list of proposed geals and objectives. This data consistof a
transparency o be used as an over lay for a totaf of 11 demographic maps(Exhibit 1).
Mr. Jordan explained that the maps contained dala reiafive {0 the esfimated average
househaold income from the 2000 census, 1926 data estimating the income per square
mife, 2000 census percentage of population under 18 year of age, percentage population
by race, diversity and ethnicify, in addition to the percentage of housing units owner
ocoupied.

Mr. Jordan advised the committee thaf the dafa suggest that the popuiation of cash
businesses have greatly increased in metropclitan areas in most communities.

Ald, Witkowski moved {0 make this data part of the record,

Ms. Banchez requssted a detail review of the data provided by Mr. Jordan.

Mr. Jordan advised members that he would summarize the data {o determine whether
there is a correlation between location, age, ethnicity, efc. detailed review at a fulure task
foroe mesting.

Ald. Davig asked Mr. Callery fo address item 4 on the fask force's list of proposed goals

and ohiectives relative to how I sncourage mainstrear fenders o re-establish
FRIGHCRSRIRS i GorTnuniies.
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3)

4)

13. How to educate consumer about the impact of convenient cash businesses?
14. What are the current regulations?
15, What are the laws in other jurisdiction?

16, Public Safety issues related to convenient lending astablishments in
Milwaukeg neighborhoods

Version (3)

Public Comments
Next meeting date, time and agenda

This meeting will be webcast live at www.milwaukee.govichannel25.

NOTE: a) Members of the Common Council, and members of its Standing
Committees who are not members of this Committee, may attend this meeting to
participate or to gather information. Therefore, notice is given that this meeting
may constitute a meeting of the Common Council or any of its Standing
Committees, and must be noticed as such, although they will not take any formal
action at this meeting. ' ]

b) Upon reasonable notice, efforts will be made to accommodate the needs of
persons with disabilities through sign language interpreters or auxiliary aids. For
additional information or to request this service, contact the Counclil Services -
Division ADA Coordinator at 286-2998, (FAX)286-3456, (TDD)286-2025 or by
writing to the Coordinator at Room 205, City Hall, 200 E. Wells Street, Milwaukee,
Wi 53202. e

—

c) Limited parking for persons attending meetings in City Hall is availabl® at -
reduced rates (5 hour limit) at the Milwaukee Center on the southwest ce¥ner of
East Kilbourn and North Water Street. Parking tickets must be validated in Room
205, (City Clerk's Office) or the first floor Information Booth in City Hall.”

d) Effective July 1, 2005, persons engaged in lobbying as defined in s. 305-43-4 of
the Milwaukee Code of Ordinances are required to register with the City Clerk's
Office License Division. More information is available at '
www.milwaukee.gov/lobby or by calling 414-286-2238.
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City of Milwaukee 200 East Wells Strset
Milwaukee, Wi 53202

Meeting Agenda
CONVENIENT LENDING TASK FORCE

. ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3458
E-mail: dmorga@milwaukes.gov

File Specialist: Charlotte Rodriguez, 286-8797
E-mall crodrig@milwaukee.gov

Fridaﬁ, September 18, 2005 9:00 AM City Hall, Room 301-B

1) Review and approval of minutes of the July 8, 2005 meeting

2) Review of proposed goals and objectives of the Convenient Lending Task Force:
1. How many businesses exist in the City of Milwaukee, including types?

2. What is the customer base?

3. What are the doliar amounts being loaned and the interest rates on these
loans?

4. How to encourage mainstream lenders to reestablish relationships in the

= cities communities?
T
w T = 5. How are current regulations established?
& I - g
= = mﬂ 8. The fiscal impact of convenient cash businesses on the City of Milwaukes,
% e —d £ spacifically the market interest rates the institutions are charging that are not
S going back into Milwaukee communities?
E v —-d-“"’ 7. The development of demographic maps outiining the areas in which
=8 Zz convenient cash establishments are located.
< 2
. - 8. Visual charts comparing the interest rates associated with convenient cash
businessas to those of traditibnal lending establishments.
9. How were the demands for cash met prior to the creation of convenient
lending establishments?
10. What causes convenient cash businesses to be in high demand?
11, What types of marketing strategies are being used?
12. Why aren't consumers using traditional institutions ¥
City of Milwaukee
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FORCE

Aasen regarding the customer 0ass, in combination with question three on the agenda,
reiative to dollar armounts being lcaned and interest rates on the loans.

4. What are the dolfar amounts being loaned and the interest rafes on these lpans?

Mr Walrath submitted (exhibit 4), CUSTOMER B'S FAYDAY LOAN EXPERIENCE as a
reference point for this fopic.

Ms. Dean moved to make exhibit 4 part of the public record.

Ms. Dean recommended that the task force research the process of loan rolf overs by
convenient lending establishments.

4. How fo encourage mainstream lenders to reestablish relationships in the cities
cormmunities?

The task force reviewed exhibit 5 presented by Ms. Crumpion.

Ald. Davis advised members that part of the task force's language and recormmendations
to the Planning Comrmission should detail how systematic locations ared used as &
strateqy by convenient lending establishments fo gain success specifically in fower
incomed areas. Ald. Davis further explained how the data collscted by the task force
throughout their research may be useful in connecting with traditional lenders on the
negative impact convenient tending establishment poficies have on many lower income
cormmunities.

Ald. Davis further discuss the concept of smail amounts of loans with extreme interest
rate

4) Comments from the Public

There were no public commenis.

5) Next meeting date, time and agenda

The next meeting is scheduled, Wednesday, August 17, 2005, 9.00 AM.

Meeting Adjournied: 11:04 AM.

Diana Morgan
Staff Assistant
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FORCE
to communicate or forward the information to the Chair of the committee, or councif staff
for distribution fo other members.
Mr. Owezarski further recommended the Wisconsin Fublic Records and Open Meetings
Handbook as a reference guide 1o cornmittes members.
3) Review of proposed goals and objectives of the Convenient Lending Task

Force:

Ald. Davis open the fioor fo discussion relative to the proposed goals and objectives of
the Convenient Lending Task Force, as listed on the agenda.

1. How many businesses exist in the cily of Milwaukee, including types?
Ald. Davis requested Mr. Walrath give his observation using a demographic map created

by the Legislative Reference Bureau (LRB), to outline the areas most concentrated with
convenient ignding businesses in the city of Milwaukee.

Mr. Walrath submitted exhibit 1, { fisting of convenient lending establishments in the city
of Milwaukes). The listing included, currency exchanges, loan companies {(payday and
title toan}.

The task force determined that a comparison of the listing of convenient lending
establishments provided by LRB, (exhibit 1), Convenisnt Cash Businesses in the city of
Mitwaukee and {exhibit 2), submitfed by Mr. Walrath, indicating the number of convenient
lending businesses in the city of Milwaukee be completed to determine the accuracy of
the demographic map to assure thorough research and recommendations.

In addition, Mr. Walrath recommended that general income statistics be included as part
of the research relative to the demographic positioning of convenient lending businesses
in Mitwaukee communities,

Ald. Davis recommended the development of map overlays for furfure meetings. He
informed task force members that he would speak with LREB regarding the development of
clear clip on overlays that will be used as a base map with census tract numbers inside,

in addition to census tract data listed in a document that the task force can refer to for
future research,

Mr. Jordan suggested that the map overlays reflect the iocations of convenient lending
businesses relative lo iraffic patferns and average income ranges.

in addition, Ms. Sanchez suggested that map overfays also include racial maksup.

2. Whatis the customer base?

Ms. Elvse Aasen, an intern working with Mr. Walrath, offered a summary of (exhibit 3}, an
abstract document, Race Matters, highlighting race ard predatory lending.  Based on
the information contained in this document, Ms. Aasen used stafiscal data to compare
the customer base of convendent lending sstablishments.

Mr. Bobbie Webber Jr. moved fo make exhibit 2 part of the public record

Ald. Davig recommended that the fask foros ravisw the information submitiad by M.
¥
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chair, Chris Calien, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 286-3456
E-mail: dmorga@milwaukee.gov

File Specialist: Chariotte Rodriguez, 286-8787
E-mall crodri@milwaukee.gov

Friday, July 8, 2005 9:00 AM Room 301-A, City Halt

Meeting Convened: 8:13 AM

Members Present: Ald, Joe Davis, Dorothy Dean, Dimitri Jordan, Bethany Sanchez, Jim
Walrath and Bobbie Webber Jr.

Members Excused: Ald. Terry Witkowski, Kathryn Crumpton, Anna Ruzinski and Chris
Callen.

1) Review and approval of minutes of the June 9, 2005 meeting
Motion to approve the minutes of the June S, 2008 Convenient Lending Task Force

meeting by Ms. Sanchez. Seconded, Mr. Wairath.

2} Report of open meeting, open records policies, Council Records Manager,
James Owczarski

WMr. Owczarski offersd an overview of the policies and procedures involved in open records
and open meetings. He advised the committee that public bodies are required fo notice
meetings or discussions that involve committee business. This incluges e-maif

riessages, with the exception of the discussion of the scheduling of items.

In addition, Mr. Qwczarski advised the commities that the dismentation of information
inferrns of simple forwarding is okay, buf that defailed communication regarding the
inforrnation is nat permissible, examples are if you make & communication, "John Smith
called” it's okay: however a communication that would include “John Smith called and
said” relaying more defailed information: would be considered the conducting of business
that should be noticed.

Other examples of communciations that are not permissible include any communication
hetwsaen fwo members where a consensus is made, whereby ong of the members relays
the conisensus and other information fo another member and that mamber relays the
inforrnation, and eventually the communcation is made 10 seversl other commities
membars. essentially creating a walking quorum.

Mr Cwezarski advised that the best practice for the dismentation of information maybe
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10. What causes convenient cash businesses to be in high demand?

11. What types of marketing strategies are being used?

12. Why aren't consumers using traditional institutions?

13. How to educate consumer about the impact of convenient cash businesses?
14, What are the current regulations?

15. What are the laws in other jurisdiction?

16. Public Safety issues related to convenient lending establishments in
Milwaukee neighborhoods

Version (1)

4 Comments from the Public

5)  Next meeting date, time and agenda

NOTE: a) Members of the Common Council, and members of its Standing Committees who are
not members of this Committee, may attend this meeting to participate or to gather information.
Therefere, notice is given that this meeting may constitute a meecting of the Common Council or
any of its Standing Commitiees, and must be noficed as such, aithough they will not take any
formal action at this meeting,

b) Upen reasonable notice, efforts will be made to accommodate the needs of persons with
disabilities through sign language interpreters or auxiliary aids. For additional information or to
request this service, centact the Council Services Division ADA Coordinator at 286-2998,
(FAX)286-3456, (TDD)286-2025 or by writing to the Coordinator at Room 205, City Hali, 200 E.
Wells Street, Milwaukee, W1 53202.

¢) Limited parking for persons attending meetings in City Hall is available at reduced rates {5
hour limit) at the Milwaukee Center on the southwest corner of East Kilbourn and North Water
Street. Parking tickets must be validated in Room 205, (City Clerk's Office} or the first floor
Informatior Booth in City Hall,

d) Effective July 1, 2005, persons engaged in lobbying as defined in s. 305-43-4 of the Milwaiukee
Code of Ordinances are required to register with the City Clerk's Office License Division. More
information is available at www.milwaukee.gov/ichby or by calling 414-286-2228,
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City of Milwaukee 200 £, Weils Street

Milwaukee, Wisconsin

Meeting Agenda 53202

CONVENIENT LENDING TASK FORCE

Ald. Joe Davis, Chair
Ald Terry Witkowski, Vice-Chair
Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri Jordan, Anna Ruzinski,
Bethany Sanchez, Jimt Walrath, Bobbie Webber

Staff Assistant: Diana Morgan, 286-2231
Fax: 286-3456; E-mail; dmorge@milwankee gov

Friday, July §, 2008 5:06 AM Room 301-A, City Hall

N Review and approval of minutes of the June 9, 2005 meeting

2) Report of open meeting, open records policies, Council Records Manager, James Owczarski

3 Review of proposed goals and objectives of the Convenient Lending Task Force:

1. How many businesses exist in the City of Milwaukee, including types?
2. What is the customer base?

3 What are the dollar amounts being loaned and the interest rates on these
loans?

4. How to encourage mainstream lenders 1o reestablish relationships in the
cities communities?

5. How are current regulations established?
6. The fiscal impact of convenient cash businesses on the Ciry of Milwaukee,
specifically the markel inferesi rates the institutions are charging that are not

going back into Milwaukee communities?

7. The development of demographic maps outlining the areas in which
convenient cash establishments are located.

8. Visual charts comparing the interest rates associated with convenient cash
businesses to those of traditional lending establishments.

G How were the demands for cash met prior (o the creation of convenient
fending establishments?
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4)

5)

~-How to encourage mainstream lenders to reestablish relationships in the
cities communities?

Ald. Davis advised task force member of crime statistics involving convenient
cash businesses within the past 6 months.

Comments from the Public
There were no public comments,
Next meeting date, time and agenda

The Convenient Lending Task Force members will discuss the
recommendations listed in item #3 at the July 9, 2005 meeting, ar City Hall,
Room 301-4, 9:00 AM.

Meeting adjourned: 10:17 AM

Diana Morgan
Staff Assistant

Chvy of Mitwaukes
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Mr. Walrath further commented that along with safety and appearance issues
that there is also the danger of the nature of convenient cash businesses, and
the type of marketing strategies they use, which come very close to raising the
issue of blight, especially when in high concentration. He continued by
explaining that the nature of advertisement that these enterprises engage in is
generally revealed in their name, “Payday Loan Businesses ¥ He expressed
concern about the extent these businesses are drawing in consumers who
really don't have paydays, but social security check days. He stated that this
addresses the question, who is the customer base, and what income range are
they in?

The other advertising issue Mr. Walrath recommended the task force explore is
convenient lending businesses' stated goal of helping the consumer meet their
short-term cash needs and whether that matches the actual practice and
history these institutions have with their customers.

Ald. Davis requested that Mr. Walrath devise a list containing the
recommendations of the task force, which can be used for research purposes.
He suggested that the Marquette Law students working with Mr. Walrath in
conjunction with the Legislative Reference Bureau to address specific
questions, which can be reviewed from a legal standpoint.

Kathryn Crumpton - CCCS of Greater Milwaukee

Ms. Crumpion recommended that gaining an understanding of the profile of
the consumer be considered by reviewing the following:

-Demographic maps

-Marketing strategies

-Why consumers are not using tradifional institutions
-Consumer education

Bethany Sanchez - Fair Housing Council

Ms, Sanchez recommended the convenient lending task force research the
impact of convenient cash businesses on families in their entirety. She
commented that some consumers encounter predatory lenders in various ways,
which leads to a vicious cycle, siarting with predatory home loans the
consumer seeks assistance through payday loan lenders.

- Ms. Sanchez continued by recommending research of the following:

-Current regulations
-Laws in other jurisdictions
-Educational activities

Cepy of Midwoukes
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-How many businesses exist in the City of Milwaukee?
-What types?
-Customer base?
-Dollar amounts being loaned, including interest on the loans?
-How can traditional lending institutions fill the existing gaps?

-How are current regulations established?

-The fiscal impact of convenient cash businesses on the City of Milwaukee,
specifically the

market interest rates the institutions are charging that are not going back into
Milwaukee communities?

-Development of demographic maps outlining the areas in which convenient
cash

establishments are located.
-Visual charts comparing the interest rates associated with convenient cash
businesses to those of traditional lending establishments.

Deputy Inspector, Anna Ruzinski - Milwaukee Police Department

Deputy Inspector Ruzinski recommended that the Task Force also review
public safety issues surrounding convenient lending establishments. She
advised that there is a higher potential for robberies in the neighborhoods
where these establishments are located, and that one of the bigges: deterrents
to these types crimes, are vibrant involved neighborhoods. Deputy Inspector
Ruzinski further advised that one of the ways to decrease these crimes is
through the economics in neighborhoods and the concern of the citizens.

Deputy Inspector Ruzinski compared the convenient lending businesses to
renter -a-centers in mid 1980's and early 1990's advising the task force of the
similarities in practices.

Jim Walrath - Legal Aid Society of Milwaukee

My, Walrath recommended reviewing convenient lending establishments from
the perspective of the impact they have on the consumer.

-How were the demands for cash met prior to the creation of convenient
lending establishmenis?
-What causes them to be in high demand?

Mr. Walrath advised members of data available to the task force, from various
organizations such as studies circulated by The National Consumer Law
Center, which discusses the concenfration of convenient cash businesses in
minority neighborhoods and on military bases.

gy of Mibwaukee
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Mitwaukes, Wisconsin
53262

Meeting Minutes

CONVENIENT LENDING TASK FORCE

Ald. Joe Davis, Chair
Ald. Terry Witkowski, Vice-Chair
Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri Jordan, Anna Ruzinski,
Bethany Sanchez, Jim Walrath, Bobbie Webber

Staff Assistant: Diana Morgan, 286-2231
Fax: 286-3456; E-mail: dmorga@milwaukee.gov

Thursday, June 8, 2005 9:00 AM Room 301-A, City Hall

These minutes are a draft and have not been approved by the Convenient
Lending Task Force.

Meeting convened: 9:09 AM

Members present: Ald. Joe Davis - Chair, Sr., Kathryn Crumpton,
Dimitri Jordan, Anna Ruzinski, Bethany Sanchez, Jim Walrath.

Members absent: Terry Witkowski, Chris Callen, Dorothy Dean, and
Bobbie Webber, Jr.

1} Task Force Members Introductions

Those present introduced themselves and offered an overview of their
employment background and previous experience with conveniemt cash
business establishments.

2) Discussion of the Task Forces’ Purpose

Ald. Joe Davis offered an overview of the purpose of the creation of the
Convenient Lending Task Force, according to File #0410000:

The Convenient Lending Task Force was created to study the impacts of
“convenient cash businesses " on Milwaukee neighborhoods in a formal body,
and to develop a list of recommendations that could be used as public-policy
solutions to any problems that are identified. The Task Force should submit
their findings to the Common Council within one-year of its creation.

3) Discussion of what the Task Force should be looking at

The following recommendations, were offered as initial study points of
convenient cash establishments, by task force members:

AMr. Dimitri Jordar - Depariment of City Development:
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Ald, Joe Davis, Chair
Ald, Terry Withowski, VieeuChair
Chris Callen, Eathryn Crumpton, Dorothy Dean, Dimitri Jordan,
Bethany Sanchez, Jim Walrath, Bobbie Webber

Staff Assistant; Diana Morgan, 286.2231
Fee: 286-3456; E-mail: dmorgalimilwaukes.gov

City of Milwaukee
Meeting Agenda

CONVENIENT LENDING TASK FORCE

Anna Ruzinski,

200 E. Welis Street
Milwaukee, Wisconsin

53202

Roem 301-A, City Hall

Thursday, June 9, 2008 9:00 AM
1) Task Force Members Introductions

2)  Discussion of the Task Forces' Purpose

3) Discussion of what the Task Force should be looking at
4) Comments from the Public

5) Next meeting date, time and agenda
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7. The Commissioner of City Development or the Commissioner's
designee.

§. A representative of the Neighbocrhood Assistance Corporation of
America (appointed by the Common Council President).

. One citizen at large (appointed by the Common Council President) .

Further Resolved, That the Common Council President shall designate one
of the 2 Common Council members as the chalr of the Task Force; and, be
it

Further Resolved, That the Task Force is directed to investigate the
impacts of convenient cash businesses on surrounding neighborhoods,
including but not limited to effects on public safety and community and
economic development; and, be it

further Resolved, That the Task Force shall develop a list of
recommended public-policy scolutions to any issues or problems it
identifies; and, be it

Further Resolved, That the Task Force shall submit and present its
findingé and recommendationg to the Common Council within one year of
adoption of this resoclution, and shall thereafter be dissclved; and, be
it

Further Resolved, That the City Clerk's Office shall provide staff
support to the Task Force.

Drafter

LRBO4441-3

JDC

01/31/05

Analysis

This rescolution creates a 10-member City of Milwaukee "Task Force on
the Impacts of Convenlent Cash Institutions". It further directs the
Task Force to investigate the impacts of convenient cash businesses on
surrounding neighborhoods (including effects on public safety and
community and eccnomic development] and to develop a list of
recommended public-policy solutions to any problems 1t identifies. The
mask Force shall submit and present its findings and recommendations to
the Commen Council within one year of adoption of this resoclution, and
shall thereafter be dissolved.



City of Milwaukee Common Council

Legislative File Number 041000 (version 2}

aubstitute resolution creating a task force to study the impacts of
"convenient cash pusinesses" on Milwaukee neighborhoods.

Body

whereas, In recent years, the city of Milwaukee has witnessed a
proliferation of payday loan agencies, check~cashing businesses and
similar "convenient cash” establishments; and

Whereas, Convenient cash businesses, because of the freguency of cash
transactions and the amounts of money exchanged, may be attractive to
eriminals seeking to commit robberies or similar crimes; and

Whereas, Convenient cash businesses may have secondary impacts on the
communities in which they are located, including effects on public
safety and on neighborhood econcmic development efforts; and

Whereas, In order to identify and document the community impacts of
convenient cash businesses, and to devise any necessary public-policy
strategies for addressing those impacts, the Common Council finds that
the heaith, safety and welfare of Milwaukee residents could penefit
from the creation of a public task force to carry out these duties;
now, therefore, be it

Resolved, By the Common Council of the City of Milwaukee, that the City
of Milwaukee Task Force on the Impacts of Convenient Cash Institutions
is created; and, be it

Further Resolved, That this Task Force shall consist of 10 members:

1. Two Common Council members {appointed by the Common Council
President).

2. A representative of the Mayer's Office fappointed by the Mayozr).
3. The Chief of Pclice or the Chief's designee.

4. A representative of the Wisconsin Bankers Association lappclinted by
rhe Commen Council President).

5. A representative of the Metropolitan Milwaukee Fair Housing Councll

{appointed by the Common Council President) .
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10.

The Milwaukee Common Council should request that the Wisconsin Department of
Financial Institutions research and prepare a report on the “pros” and “cons” of
legislation that would regulate payday lenders in the same manner that pawnbrokers are
already regulated, particularly with respect to maximum fees and interest rates on loans.

The City of Milwaukee should continue to administer the distance requirements for
convenient cash businesses currently found in the Zoning Code, monitor the effectiveness
of these requirements and amend the Code as appropriate. In addition, City staff from the
Department of City Development, Legislative Reference Bureau and City Attorney’s
Office should investigate the possibility of creating additional regulations limiting the
number of convenient cash businesses on a density basis (similar to what some
municipalities in the state of Utah have done; see Appendix Q).
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The Milwaukee Common Council should take advantage of opportunities to comment on
bank mergers and acquisitions, as provided for in the federal Community Reinvestment
Act (“CRA™). The Council should use CRA comment letters to encourage banks to open
additional branches in low- and moderate-income neighborhoods where check cashers
and payday loan establishments are concentrated and no branch banks exist. Asa basis
for the Council’s comment letters, the Metropolitan Milwaukee Fair Housing Council, as
well as City staff from the Comptroller’s Office, the Department of City Development
and the Department of Administration (Community Development Grants Administration
Division), can provide data on the records of various banks as far as lending, branching
and serving their communities.

The City of Milwaukee should meet with financial institutions that want to close offices
in low- and moderate-income neighborhoods to discuss the needs of those communities
and how those needs will be met without a financial institution nearby.

The City of Milwaukee should encourage financial institutions to provide the community
with alternatives to check-cashing establishments. For example, the California
Reinvestment Coalition is advocating for a low-fee deposit account, known as the
“Essential Bank Account,” that would serve as a point-of-entry to the financial
mainstream for people not served by traditional financial institutions (see description in
Appendix R). Locally, the Legacy Bank currently offers something similar through its
“First Accounts” product.

The City of Milwaukee should meet with representatives of Milwaukee County and other
municipalities within the County to ask them to join with the City in forming and funding
a comprehensive plan to help educate residents about the costs of doing business with
convenient lending establishments such as payday lenders, check cashers and predatory
home mortgage lenders.

The City of Milwaukee should adopt legislation that requires each depository of City
funds (e.g., a bank in which the City deposits funds) to prepare a strategic plan that
addresses how the depository will address disparities in its lending and investment
practices and how it will match or exceed the lending performance of its peers in
targeting capital access and credit needs identified in disparity studies. Similar
legislation was recently adopted by the City of Philadelphia (see Appendix S).

The City of Milwaukee should sponsor, in partnership with financial institutions, a
conference on alternatives to convenient lending to which Milwaukee-area lenders and
other relevant organizations would be invited. Featured speakers/presenters at this
conference should include, but not be limited to, representatives of Prospera Credit
Union, which operates the “GoodMoney” facility in an Appleton-area Goodwill Store,
and the Real Solutions program, a collaborative effort of the Filene Research Institute,
the Wisconsin Credit Union League and various credit unions that offer assistance in
developing alternatives to payday lending.

23



more noise, traffic or distracting lighting. "There are rational reasons for legislating," said the
court.

Consistent with those concerns, other cities and towns have imposed even greater limits on
convenient cash businesses related to security and safety concerns, noise and signage. For
example, Oakland, California, requires the presence of uniformed security guards, anti-loitering
signs, unobstructed windows, and other strategies to deter criminal activity (Appendix Q).

Overall, more and more communities around the country are looking to municipal regulations to
control the growth and adverse effects of convenient cash businesses. Even this February 28, the
Tucson City Council enacted an ordinance that makes “non-chartered financial institutions”
special uses and requires such businesses to be located at least one-quarter-mile from one another
and at least 500 feet from residentially-zoned property. That city’s planning commission
memorandum and city attorney legal memorandum on this ordinance (Appendix Q) demonstrate
how local regulations can be developed, consistent with the concerns raised by municipal
attorneys, to address the very same issues now under consideration by this Task Force.

RECOMMENDATIONS OF THE TASK FORCE

Based on its research, findings and analysis, the Convenient Lending Task Force makes the
following recommendations:

I. The Wisconsin Department of Financial Institutions should amend its “Loan Company
Annual Report” form (specifically, Schedule B of the form) to require loan companies to
include information on the geographic distribution of their customers (e.g., distribution of
customers by ZIP code or census tract). The Department of Financial Institutions should
also make this information, at the ZIP code or census tract level, available to the general
public. In addition, DFI should collect and disseminate data on value of loans that
distinguish between the amount loaned (pnnc1pai) the amount of finance charges and the
amount attributable to fees.

2. The Milwaukee Police Department, the Legislative Reference Bureau and the City
Attorney should be directed to work together to explore options for tightening or creating
City ordinances relating to regulation of the convenient lending industry. One such
ordinance might set forth security requirements {(e.g., store opening/closing procedures
and requirements for security cameras, emplovee lists and parking-lot lighting) that are
both enforceable and legal. This City working group may wish to consider regulations
similar to those adopted by Oakland, California (Appendix Q).
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“ . regulatory measures may not be imposed against the quasi-financial industry due to
opposition to its presence in the City or to its lending or other credit practices, including
interest rates and collection methods. These are matters propetly reserved for State
regulation and that are in all likelihood pre-empted by State law.”

The City Attorney states that the most serious problem with this proposed legislation is the
virtual lack of a legislative record in the ordinance file. The legislative record contains
insufficient evidence to demonstrate a rational relationship between the specific provisions of the
proposed ordinance and attainment of the police-power objective of enhancing public safety.
Nor does it contain sufficient evidence to substantiate a basis and rationale for targeting the
convenient lending industry, as opposed to other types of businesses. If additional evidence and
appropriate legislative findings were provided, many of the City Attorney’s concerns about the
proposed ordinance might be sufticiently addressed. However, in its current form, the ordinance
is not legal and enforceable and it remains “in committee” (Zoning, Neighborhoods and
Development Committee).

Regulations in Other Communities _

Nationally, at least 34 municipalities are known to have enacted zoning ordinances or othet
general welfare regulations to curtail perceived problems generated by convenient cash business
locations. A selected listing of such municipalities, the nature of the businesses regulated (e.g.,
check cashing , title loan, etc.) and the types of local controls is set forth in Appendix Q, “Payday
Lending Zoning Laws/Legislation." Of the 34 municipalities, at least 23 have used zoning
ordinances as a means of managing dramatic increases in the number and operation of
convenient lending businesses. Some communities have classified such businesses as "special
uses.” With this classification, it is presumed that convenient cash businesses are not generally
permitted uses and must, therefore, satisfy local zoning authorities that their presence will not
adversely affect surrounding areas, particularly residential neighborhoods or nearby businesses.
Likewise, as special uses, these businesses must demonstrate that their operations will not be
detrimental to the "public health, safety and general welfare.” Currently, the City of Milwaukee
uses that approach, as does Superior, Wisconsin.

Some municipalities have carried the regulatory response a step further, enacting ordinances that
limit the density of establishments or the number of convenient cash business locations allowed
(usually based on a formula of one location per several thousand residents). Examples of these
communities are denoted in the “Basis for Limits” column in Appendix Q under the term
"Density.” For example, the land use development ordinance of West Valley City, Utah, limits
the number of check cashing or “deferred deposit loan” businesses to one per every 10,000
residents (see also the excerpt from the West Valley City code in Appendix Q). Other
municipalities, such as Madison, Wisconsin, have focused not on controlling the number of
businesses but, rather, on the hours of business operations (see the United States District Court
decision for The Payday Loan Store of Wisconsin, Inc.. d/b/a Madison’s Cash Express v. City of
Madison dated August 5, 2004, in Appendix Q). In the case of Madison, the court upheld such
controls against a challenge based on claims of arbitrary and discriminatory legislating by the
Madison Common Council. The Court reasoned that the ity did not have to tackle all types of
situations where businesses may produce certain adverse effects; it was enough that the Common
Council speculated that convenient cash businesses could generate increased crime activity or



1. Renewed special use permits for 2 existing convenient cash outlets.
2. Granted one existing facility a use variance.

3. Denied or dismissed special use permit requests for 6 proposed (new) convenient cash
outlets.

4. Denied or dismissed use variance requests for 8 existing or proposed convenient cash
outlets for which use variances are required.

5. Has not approved a special use permit or a use variance for any new convenient cash
facility.

City of Milwaukee Non-Zoning Legislation

While most City legislation relating to convenient cash businesses has been in the area of zoning,
the Common Council has considered a few non-zoning items. In October, 2000, the Common
Council adopted File Number 000797, a resolution authorizing and directing the City’s
Intergovernmental Relations Division to lobby for introduction and passage of state legislation
establishing a maximum interest rate that may be charged by payday loan agencies. However, as
mentioned earlier, no interest-rate limits have been established to date. More recently, the
Common Council adopted File Number 051001, a resolution expressing the City’s support for
enactment of 2005 Assembly Bill 914, which would establish a maximum finance charge of 2%
per month for payday loans. Copies of these two Common Council files, as well as Assembly
Bill 914, can be found in Appendix P.

Finally, in May, 2004, Ald. Joe Davis, Sr., introduced an ordinance that would require
convenient cash businesses to meet various security-related requirements. For example, each
business would be required to maintain a safe on the premises, have customer entrance and exit
doors made of glass or other transparent material and maintain a list of all current employees that
includes names, home addresses and home telephone numbers. In addition, this ordinance would
require all managers and employees of convenient cash businesses to complete a training course
in robbery prevention provided by the Milwaukee Police Department. In September, 2004, the
City Attorney’s Office issued an opinion on the proposed ordinance (copies of both the
ordinance and the legal opinion can be found in Appendix P). The opinion indicates that the
ordinance is not legal and enforceable and is problematic primarily on two grounds:

1. Certain provisions of the ordinance may exceed the statutory limits of the City’s
police powers.

2. Certain provisions of the ordinance may violate the Equal Protection Clause of the
federal and state constitutions in that they mandate security measures for a certain class
of businesses (i.e., convenient cash businesses) but do not require those same measures of
other businesses that are similar in nature.

Tn this opinion, the City Attorney also notes that:



in commercial, central business and industrial zoning districts. It did not create regulations
applicable to payday loan or title loan businesses.

With the passage of Common Council File Number 990366 in November, 1999, the City of
Milwaukee started to regulate title loan businesses. This ordinance made title loan agencies
special uses in the same zoning districts in which currency exchanges were already special uses.
Common Council File Number 000395, passed in September, 2000, imposed the same
requirement on payday loan businesses.

Tn 2003 and 2004, the Common Council considered File Number 021309, a proposed ordinance
that would have made all three types of convenient cash businesses prohibited uses in all zoning
districts. The City’s Zoning Code Technical Committee and, in particular, the City Attorney’s
Office did not look favorably on this legislation because it would have made it impossible to
locate one of these businesses in the city of Milwaukee. They also felt that the legislation did not
provide convincing evidence that convenient lending businesses have substantial adverse impacts
on the communities in which they locate. In November, 2004, the Common Council voted to
place this ordinance on file.

While the Common Council did not find passage of File Number 021309 to be appropriate, it did
enact another piece of legislation that further regulated the location of convenient cash
businesses. In November, 2004, the Council passed File Number 031614, an ordinance that
required any new currency exchange, payday loan agency or title loan agency to be located:

1. At least 1,500 feet from any existing currency exchange, payday loan agency or title
loan agency.

2. At least 150 feet from any single-family or two-family residential zoning district.

In conjunction with development of these distance requirements, the City Attorney’s Office
prepared a legal opinion on this topic. This opinion, which can be found in Appendix N, states
that the Common Council has, under proper circumstances, the authority to establish distance
requirements in the zoning code for uses such as payday loan businesses. It is noted that courts
have generally upheld distance requirements as being reasonably related to promoting the public
welfare because they mitigate harmful effects of the restricted use. The City Attorney also
indicates that the Common Council must make its decision to establish spacing requirements
hased on a substantial record of evidence which demonstrates a reasonable relationship between
the proposed distance requirement and the reduction of harmful impacts of the regulated use.

Common Council File 031614 was the City’s most recently enacted legislation relating to
convement cash businesses. All current Zoning Code provisions for these businesses can be
found in Appendix O.

A Department of City Development analysis of Board of Zoning Appeals cases involving
convenient cash businesses and considered by the Board since passage of File 031614 found that
the City’s current zoning regulations having been highly effective in preventing the further
proliferation of these establishments. Specifically, DCD found that the Board:
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Lastly, the Precomputed Loan Law and the Wisconsin Consumer Act contain an important
mechanism for regulating consumer lending practices not found in the federal legislation,
namely, licensing requirements. In order to do business in Wisconsin, a payday lender or auto
title lender needs to comply with ss. 138.09 and 426.201 of the Wisconsin Statutes. In particular,
s. 138.09 requires the business to be licensed by DFI. Application fees and surety bonds must be
submitted. Background information forms must be completed to satisfy DFI that the corporate
applicant and its officers meet standards of suitable character, general fitness, and financial
responsibility. (However, consumers do not have a remedy against lenders who obtain licenses
by misrepresentation or fraud.). After a license is obtained, the lender must file annual reports
disclosing, among other things, consumer complaints that have been filed against it, the general
volume of its loan activities, the volume of its delinquent and bad debt accounts, and its
"rollover" payday loan inventory (a copy of the loan company annual report form is provided in
Appendix N). The information provided on these reports could tell Wisconsin consumers a lot
about the profitability and volume of payday and title lending in the state, but DFI does not allow
public access to the reports.

While the Precomputed Loan Law authorizes DFI to revoke or suspend lender licenses for
misinformation in applications and reports, the Task Force is not aware of any occasion in which
DFI has in fact revoked or suspended the license of a payday or title loan business for false,
misleading, or incomplete reports; nor is the Task Force aware of any DFI action against a
licensed lender for violations of the Precomputed Loan Law or the Wisconsin Consumer Act.

In summary, Wisconsin consumer protection laws do provide more enforcement tools to combat
abusive practices by payday and title lenders than are available under TILA or the FDCPA.
Litigation efforts, relying on the private remedies in the WCA, have successfully obtained
rebates of finance charges, but litigation has not caused lender practices to change significantly,
or, most importantly, brought about a reduction in fees and charges. Similarly, administrative
enforcement of licensing rules by DFI has not curtailed the expansion of convenient lending
businesses in municipalities around the state. Overall, these tools have done little to curb the
overpricing of loan products or the abuses of repeated loan "rollovers."

In conversations with DFI officials, Task Force members learned that DFI is not at this time
proposing any legislation or administrative rules to “toughen up” state regulations of convenient
lending establishments. Thus, any changes in state law will need to be initiated at the “grass
roots” level, with sponsorship by assembly and senate members who can get things done, along
with heip from effective lobbyists.

Local Regulations

While the federal and state governments regulate convenient lending businesses primarily from a
consumer-protection perspective, the focus of local regulations has been on addressing the local
impacts of such businesses through zoning.

City of Milwaukee Zoning Regulations

The City of Milwaukee began explicitly regulating convenient cash businesses in May, 1990,
when the Common Council passed File Number 891575, This ordinance created a definition of
“currency exchange” based on state statutes and designated currency exchanges as special uses
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after deducting such interest, a description of the payment schedule and the default
charge. Disclosures made in accordance with the federal consumer credit protection
act {TILA] and regulation Z shall also indicate that the borrower my prepay the
borrower's loan in whole or in part and that if the loan is repaid in full the borrower
will receive a refund of interest as provided by this section. The statement shall also
indicate the percentage per year of interest charged in the transaction.

(b) Give to the borrower a plain and complete receipt for all cash payments made on
account of any such loan at the time such payments are made.

(c) Permit payments of the loan in whole or in part prior to its maturity.

(d) Upon repayment of the loan in full mark indelibly every obligation, other than a
security agreement, signed by the borrowers with the word "Paid" or "Canceled"
and cancel and return any note. When there is no outstanding secured obligation
such licensee shall restore any pledge, cancel and return any assignment, cancel and
return any sccurity agreement given to the licensee by the borrower and file a
termination statement terminating any filed financing statement.

(e) Take no note, promise to pay, security nor any instrument in which blanks are
left to be filled in after the loan has been made except that a detailed description or
inventory of the security may be filled in, with the written consent of the borrower
within 10 day thereafter.” (s. 138.09(8))

Interestingly, while the Precomputed Loan Law does not specify a maximum interest rate for
payday loans, the very next section of the Statutes imposes such restrictions on pawnbroker loans
(see copy of s. 138.10, Wis. Stats., also in Appendix L). Specifically, the Statutes limit
pawnbroker loan amounts to $150 and interest rates to 3% per month.

Beyond the controls given to DFI under the Precomputed Loan Law, the Wisconsin Consumer
Act (“WCA”) protections against unfair loan terms in chs. 422 and 425, Wis. Stats., as well as
the protections against collection abuses set out in ch. 427, are enforceable by consumers in
private actions. For example, the WCA imposes limits on the amount a lender may charge in
delinquency charges for overdue payments, as well as limits on when lenders can assess attorney
fees for debt collection efforts. It prohibits lenders from leaving out essential provisions in
transaction documents -- provisions that might later be used to the borrower’s disadvantage.
The WCA also prohibits lenders and other creditors from engaging in "unconscionable” dealings
such as price gouging and taking advantage of a consumer’s lack of education or inability to
understand the language of a contract.

Provisions such as these have formed the basis for private litigation against some payday lenders
in Wisconsin, Some of these lawsuits have ended in monetary settlements for large numbers of
customers. See, for example, news articles describing a settlement involving National Cash
Advance in Appendix M. However, even million-doliar settlements benefiting thousands of
borrowers have not dissuaded these businesses from continuing to charge loan rates ranging from
500 to 1000% APR.
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or usury statutes. Wisconsin has no such caps; they were eliminated in 1984. Indeed, Wisconsin
is one of only nine states that do not have rate ceilings on small loans. Accordingly, these states
provide an exceedingly fertile environment for high-cost, high-rate loan deals. Payday lenders
can charge over 1000% APR and auto title lenders can impose finance charges starting at 300%
APR, just two examples from Milwaukee convenient lender deals, because Wisconsin does not
control or limit the amount a consumer can be charged for a small loan (see sample loan
agreement in Appendix K).

As a corollary, these lenders have found that cash-desperate consumers in Wisconsin are willing
to pay incredibly high finance charges, even if they are fally and openly disclosed in compliance
with TILA requirements. Thus far, market competition has not materialized; consumers in
search of convenient, small loans clearly are showing a strong inclination to sign up for loans at
very high costs.

Clearly, convenient lending businesses are booming despite TILA and the FDCPA. The main
source of consumer protection under federal law - TILA -- has had little influence on loan
product pricing by lenders, or on comparison shopping by borrowers. Payday and auto title
lenders have generally complied with TILA disclosure rules simply because they have learned
that their astronomical, fully-disclosed interest rates are not discouraging potential customers
from becoming borrowers. Moreover, there have been few FDCPA lawsuits against these
lenders because, in general, they have not needed to send delinquent accounts to debt collectors.
Apparently, there are so many high-cost (and profitable) loans in the portfolios of these lenders
that they find it unnecessary to pursue borrowers in default. As a result, there have been few
occasions for FDCPA violations to occur.

State of Wisconsin Controls

In many respects, Wisconsin’s legislative strategy 1o control abuses by payday and title loan
businesses is similar to the federal approach. Loan terms and rates must be adequately disclosed;
debt collection abuses are prohibited. But, as noted above, there is no restriction on what a
lender can set as an interest rate, or on the amount of interest a lender can charge. Nor is there a
{imit on the number of times a payday loan can be “rolled over”. Disclosure requirements are
imposed by provisions of Wisconsin’s Precomputed Loan Law" (s. 138.09, Wis. Stats.; copy can
ve found in Appendix F), and the Wisconsin Department of Financial Institutions (“DFI”) is
responsible for taking action against lenders who fail to comply. The precomputed loan law
provides in part that no lender shall:

«__advertise, print, display, publish, distribute or broadcast or cause to be printed,
displayed, published, distributed or broadcast in any manner, any statement with
regard to the rates, terms, or conditions for the lending of money, credit, goods or
things in action which is false or calculated to deceive.” (5. 138.09(5))

Further, every lender shall:
“() Deliver to the borrower, at the time a loan is made, a statement in the English
language showing in clear and distinct terms the amount and date of the note and of

its maturity, the nature of the security, if any, for the loan, the name and address of
e borrower and of the licensee, the amount of interest, the proceeds of the loan
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will explore the extent to which zoning regulations have been crafted in Milwaukee to counteract
the perceived, deleterious effects of convenient lending operations on neighborhoods or the city
as a whole.

Federal Controls

The primary federal consumer protection regulation affecting convenient lending in Wisconsin is
the federal Truth in Lending Act, or “TILA”. As is the case with Wisconsin's own consumer
protection laws, TILA is intended primarily to make consumer credit transactions, including
consumer loans, uniform, transparent and useful for comparison-shopping purposes. TILA was
first enacted in 1968 to cut back on deceptive creditor practices, such as misleading terminology
and hidden, unstated charges. It imposes disclosure requirements that should be complied with
before any consumer transaction is finalized. Perhaps the most common of these disclosure
requirements is the "federal box" section on loan documents. This part of the loan contract is
supposed to declare in conspicuous, bold print certain basic information: the amount loaned, the
amount of the finance charges, the total amount of the loan and charges owed and payable; and
the "APR" or annual percentage rate, or annualized cost of credit. For enforcement purposes,
TILA allows consumers to file suit for violations of its disclosure requirements.

The Truth in Lending Act does not, however, place restrictions on how much a lender can charge
in loan interest, various fees (¢.g., late fees) or other finance charges. Instead, TILA operates on
the theory that ample disclosure of charges and terms will let consumers make informed,
market-based decisions; that is, fully-informed consumers will be able to distinguish a good loan
deal from a bad one, with overpriced loan products and the lenders that market them inevitably
losing business. The market, so goes the theory, will regulate itself, and arguably arbitrary
legislative or regulatory limits dictating how much lenders should charge, and what loan terms
they can impose, will be unnecessary.

Another major source of federal consumer protection, the Fair Debt Collections Practices Act
("FDCPA™), prohibits various forms of abusive debt collection activities. This law was enacted
primarily to protect consumers from unwarranted threats and harassment by bill collectors. Like
TILA, the law gives consumers the right to claim in court that a creditor has engaged in
prohibited, abusive conduct to collect a debt. But, also like TILA, the FDCPA does not impose
limits on how much a lender can charge borrowers, either as fees and interest in the underlying
loan transaction or as charges imposed as part of the debt coilection process.

The Truth in Lending Act and the Fair Debt Collections Practices Act have governed payday and
auto title lenders in Wisconsin since these businesses first appeared here. Moreover, these
establishments have not protested the applicability of these laws to their operations. By contrast,
in many states other than Wisconsin, convenient lending businesses have argued that TILA and
state small-loan laws (typically usury statutes that place caps on interest rates) do not apply to
their transactions at all. They have contended, for example, that their transactions are deferred
check-cashing arrangements (sometimes called "deferred presentments") involving check-
cashing service charges, not extensions of credit.

Why have these lenders openly promoted their products in Wisconsin as "loans,” and conceded

in this state that they are subject to TILA disclosure rules? The answer is tied to the Wisconsin's
unique legislative stance on loan rate caps -- caps that are usually found in state small-loan laws
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A second alternative to convenient lending is being offered to Wisconsin residents through
“REAL Solutions,” a collaborative effort of the Filene Research Institute (Madison), the
Wisconsin Credit Union League and participating credit unions. This program, created in 2004,
offers participating credit unions toolkits for developing low-cost alternatives to government and
payroll check cashing and new alternatives to payday lending. It also offers services that don’t
relate to convenient lending per se, but target the same customer base, such as free direct deposit
of income-tax refunds for consumers who open credit-union accounts. (Income-tax “refund
anticipation loans” are similar to payday loans in that they typically have exorbitant interest rates
and are aimed at low-income households.) REAL Solutions targets three groups of consumers:
low-income tax filers, Hispanics and users of payday loan services. During 2003, 40 credit
anions with more than 140 locations across the state joined the REAL Solutions program. More
information about the REAL Solutions initiative is included in two Credit Union League
documents in Appendix J.

Finally, while not explicitly presented as an alternative to convenient lending, the Get
Checkingm program should be regarded as a valuable potential resource for moving consumers
away from high-cost payday loans and check-cashing to lower-cost banking services at
traditional financial institutions. Get Checking™ is an educational program designed to help
consumers who do not have relationships with traditional financial institutions gain access 1o
basic banking services, namely deposit accounts (checking and savings). Program participants
learn personal financial management skills. Following successful completion of the course,
participants receive certificates which they can take to participating financial institutions to open
accounts under agreed-upon conditions. Get Checking ™ was first developed in Milwaukee in
1998 by a coalition of financial institutions, credit unions and social service agencies. It is now
available in 50 communities in 18 states. Nationwide, more than 5,000 consumers have
completed the Get Checking™ financial management course. Here in Milwaukee, Get Checking
is coordinated by the UW Extension-Milwaukee County, the UWM Schoot of Continuing
Education and eFunds™™.

REGULATION OF CONVENIENT LENDING BUSINESSES

The discussion of laws and regulations governing convenient lending businesses in this section
of the Task Force report will concentrate mainly on payday loan and auto title loan businesses.
There are, of course, other sources of convenient credit and check-cashing services that are
targeted to low-income CONSUIMErs. Convenient credit businesses also include pawnbrokers,
rent-to-own stores, income-tax preparers that offer refund anticipation loans, and currency
exchanges. But, in the main, it is the payday lenders and auto title lenders that have shown
explosive growth in Milwaukee and around the state of Wisconsin. Surprisingly, this exceptional
growth has not brought any significant changes to the legal framework within which these
convenient lending businesses operate. The laws and regulations, at least at the federal and state
levels, are basically the same as they were more than ten years ago when payday lending and
other short-term consumer loan enterprises first opened their doors.

This discussion will first describe various federal and state laws that are intended to protect

consumers from misleading, abusive, or unconscionable practices that have been observed in
convenient lending transactions in Wisconsin, particularly Milwaukee. Second, the discussion
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» Shorebank’s Extra Credit Savings Program. This is a partnership between Chicago’s
ShoreBank and the non-profit Center for Economic Progress. Program participants
{households eligible for the Earned Income Tax Credit) receive free tax preparation and
financial education services. They are also encouraged to open bank accounts into which
their tax refunds can be deposited directly. The Extra Credit Savings Program benefits
low-income households by providing them with free income tax return preparation and a
bank account, while providing ShoreBank with an expanded customer base.

s Northeast Community Federal Credit Union Tenderloin branch services. This credit
union operates a branch in San Francisco’s low-income Tenderloin neighborhood at
which homeless, immigrant and low-income customers can obtain basic banking services
(savings accounts, direct deposits) as well as services typically offered by convenient
lending establishments (check-cashing, money orders and short-term loans similar to
payday loans). Customers also receive financial education and one-on-one financial
counseling. Thus, this program not only offers customers an alternative to high-cost
convenient-cash business services, but also an opportunity to enter the traditional banking
market and to begin the wealth-building process.

+ Florida Central Credit Union services. This credit union operates two branches in
Tampa’s Hillsborough neighborhood. By paying a small membership fee, customers at
these branches can obtain both lower-cost versions of convenient-cash services (e.g.,
check cashing and payday loans) as well as traditional banking services (e.g., savings and
checking accounts, financial counseling). While Florida Central Credit Union charges
risk-based interest rates for its consumer loans (i.e., higher rates for borrowers with poor
credit histories), its rates are still far lower than those of convenient lending institutions,

Two other articles relating to alternatives to convenient-cash businesses are also found in
Appendix L. One article describes a new bank in South Bronx that will offer full check-cashing
services to its customers in an attempt to attract more unbanked people to become regular bank
users. The other article discusses a New York State program under which banks in designated
“banking development districts” (areas deemed underserved by traditional financial institutions)
are rewarded with millions in state and municipal deposits, thereby giving them an incentive to
open branches and make more loans in low-income neighborhoods. By encouraging the
development of traditional banks and thrifts in underserved areas, the New York program in
effect creates more alternatives to convenient lending.

Closer to home, there are at two significant alternatives-to-payday-lending initiatives underway
in Wisconsin. In June, 2005, Goodwill Industries of North Central Wisconsin and Appleton-
based Prospera Credit Union jointly opened the “GoodMoney” facility inside a new Goodwill
store outside Appleton. At GoodMoney, consumers can obtain short-term loans and check-
cashing services from Prospera at substantially lower cost than at convenient-cash outlets. Loan
customers are not subject to credit checks but must have accounts with Prospera {with a balance
as low as $5), live in Prospera’s four-county services area and pay a $9.90 loan fee. Loans are in
the $200-$750 range. Over 1,000 loans have been made since inception of the program, even
though there has been no advertising. In addition to low-cost loans and check-cashing services,
GoodMoney customers are also given information on the financial workshops and money/budget
counseling services offered by the Goodwill-sponsored Finiancial Information & Service Center
at another location. A news release relating to the GoodMoney initiative is found in Appendix 1.




ALTERNATIVES TO CONVENIENT LENDING BUSINESSES

One approach to stemming the proliferation and overconcentration of convenient cash businesses
and to reducing their harmful impacts on communities is to offer their customers alternatives to
convenient lending. Many of these alternatives are described in the Fannie Mae Foundation
report titled “Innovations in Personal Finance for the Unbanked: Emerging Practices from the
Field” (Appendix I). Among the case-study alternatives described in this report are:

e The “Stretch Loan” offered by ASI Federal Credit Union to its customers in Southern
Louisiana. ASA members can obtain loans of $200 to $500 to tide them over until their
next paychecks, These loans have an annual interest rate of only12% and a weekly fee of
$3. ASI also offers one-on-one credit counseling and seminars on personal finance
management.

e The “Cash & Save” initiative of the Union Bank of California. Cash & Save offers
customers a combination of check-cashing services and traditional banking services in an
effort to assist low- and moderate-income customers in making the transition to
traditional banking.

e The Bethex Federal Credit Union and RiteCheck Partnership. This is a partnership
between a traditional financial institution (Bethex) and a chain of check-cashing outlets
(RiteCheck). Under this partnership, the institutions can offer a range of services
extending from traditional banking products to check-cashing, money-wiring and utility-
bill payment. RiteCheck customers receive free check-cashing of Bendix-issued checks.
RiteCheck is also able to offer Bethex depository services to its customers.

e NorthSide Community Federal Credit Union’s “Hot Funds/Cold Cash” initiative. This
Chicago credit union offers small, low-interest-rate loans to its customers as an
alternative to payday lending. Loans of up to $500 have an annual interest rate of 16.5%
and an initial loan fee of $10, with repayment over a six-month term. Loan roll-overs are
not permitted, but partial payments are allowed. Another NorthSide initiative called
“Payday Alternative Loan” allows borrowers to take a second loan of up to $500 if the
balance on the first loan is $250 or less. '

e Compass Center’s banking services for the homeless. With assistance from the for-profit
Commerce Bank of Washington, the Compass Center, a non-profit organization that
provides various services to Seattle’s homeless population, offers basic banking services
to the homeless at low or no cost. Homeless individuals are able to open and maintain
bank accounts and to deposit their entitlement payments in those accounts. Commerce
Bank maintains the master account for the Compass Center that is used to operate this
program.

¢ Directo Program. Directo is an Atlanta-based financial technology firm. It has created a
payroll-based debit card program that functions as an alternative to traditional checking
accounts. A DirectoCard account is, in effect, an all-electronic checking account. An
employee’s paycheck is deposited directly in an electronic bank account, and funds can
be withdrawn at any ATM. The Directo program is particularly beneficial to individuals
who have been denied traditional checking accounts based on poor credit history. It
ailows an individual to establish a depository account (with ATM privileges) based solely
on employment status, not credit history. Directo customers also benefit by being able to
“cash” their paychecks without having to pay the fees charged by check-cashing
establishiments.
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increased 57% and, perhaps most significantly, the total value of payday loans made more than
doubled, from $241.5 million to $506.6 million. While these figures are not broken down by
county, municipality or ZIP code, they do indicate that convenient lending businesses are taking
millions of dollars out of Wisconsin communities and neighborhoods. Also, as described earlier,
these are high-interest-rate loans that are frequently rolled-over by borrowers. Therefore, payday
lenders have significant economic impacts on the neighborhoods in which their borrowers live,
extracting millions of loan-fee dollars that might otherwise be used by neighborhood residents
for long-term wealth-building.

While statistical data on the neighborhood-level impacts of convenient cash businesses are
difficult to come by, there is plenty of evidence of harmful effects of these businesses. Perhaps
foremost among these impacts is the increasing level of criminal activity near convenient cash
businesses. As more convenient cash businesses locate within their boundaries, municipalities
are noticing increases in violent and property crimes affecting business employees and
customers, such as robberies, thefts and burglaries (see Appendix G for newspaper articles
describing violent crimes occurring within or just outside Milwaukee convenient lending
establishments). The public-safety impacts of convenient cash businesses on the City of
Milwaukee are documented and discussed in the preceding section of this report.

Further evidence of the neighborhood impacts of convenient lending businesses is found in
Steven L. Graves’ article in The Professional Geographer, “Landscapes of Predation, Landscapes
of Neglect: A Location Analysis of Payday Lenders and Banks” (Appendix H). Graves analyzed
the location strategies pursued by banks and payday lenders in seven Louisiana parishes and in
Cook County, Illinois, with particular emphasis on comparing the race and income
characteristics of neighborhoods that have each type of business. This article also provides
considerable useful background information on the characteristics of payday loans and the
payday lending industry. The findings of Graves’ statistical analysis suggest that payday lenders
are locating in neighborhoods that are poorer and have higher concentrations of minorities than
the community as a whole. Conversely, Graves found that banks favor locations in areas that
have higher incomes and lower proportions of minorities than the community as a whole (this
relationship was even stronger than the correlation between payday lender locations and
minority/low-income populations). He also found that these relationships are particularly strong
in large, urban counties. He concludes that, in less-populous counties, the spatial availability of
retail space is a more important factor in location decisions of banks and payday lenders than
income and racial characteristics of the local populations. In summary, Graves found that
payday lenders target minority and low-income neighborhoods, while banks avoid and neglect
the same neighborhoods.

Other notable problems associated with convenient cash businesses include increased traffic,
pressures on limited parking, business and customer activities after normal business hours
(especially affecting adjacent residential areas), and signage and lighting that are out of character
with surrounding businesses. These same issues have already arisen in lower-income
neighborhoods that have experienced the arrival of adult entertainment establishments, the
spread of liguor stores, and the increasing presence of corner convenience stores.
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establishments do increase the opportunity for crime to occur. Because convenient lending
institutions do not fall under the same security guidelines as mainstream financial institutions,
there are no sanctions for them not providing a safe environment in which to do business. For
instance, they are not required to have security cameras or any specific types of lighting. This
creates an atmosphere for crimes of opportunity, such as robberies and thefts. Criminals have
easy access to victims, who are perceived to have large amounts of currency on them. Victims in
the normal course of business are not always cognizant of their surroundings, especially since
they may have money matters or "roubles” on their minds. Combine these two conditions with
the lack of a requirement for any type of surveillance deterrent and it makes for an inviting
atmosphere for criminals. We must be careful to not blame convenient lending institutions for a
rise in crime in the surrounding area, but these establishments are a contributing factor to the
overall perception of lack of security in the area, which drives crime.

NEIGHBORHQOD IMPACT ISSUES

In the course of developing this report, the Task Force came to the realization that there are not
readily-available data on the activities and impacts of convenient lending establishments (e.g.,
number and dollar volume of loans made, number of loan rollovers, geographic distribution of
customers, etc.). The State of Wisconsin needs to do a better job of collecting data and
disseminating it to the public. The Task Force found it particularly difficult to obtain data from
Wisconsin Department of Financial Institutions, the agency that regulates convenient cash
businesses.

Alderman Davis, on behalf of the Task Force, submitted a formal Open Records request to DFI
for aggregate data collected by DF1 on Schedule B of the “Loan Company Annual Report”
which every payday loan business is required to submit to DFI by March 15 of each year (see
copy of letter in Appendix F). Prior to the mailing of this letter, a member of the Task Force was
informed by a DFI representative that DFI considers the information contained in the loan
company annual reports confidential. However, in its response to the Open Records request, DFI
provided the following aggregate (statewide) data on payday loan stores in Wisconsin:

Year No. of Payday Loan No. of Loans  Total Value Avg. Loan
Office Locations Made of Loans Amount
1996 64 80,000  $11,200,000 $140
1997 126 350,618  $73,911,085 §211
1998 162 630,300 $147,180,513 $234
1999 174 839,285  $200,200,768 $239
2000 202 955,666 $241,526,398 $253
2001 241 1,087,213 $316,175,386 3291
2002 274 1,222,864  $367,296,623 $300
2003 337 1,324,405  $429,749,464 $324
2004 393 1,502,391 $506,621,990 $337

These statistics indicate that in the most recent 4-year period for which data are available (2000
to 2004}, the number of payday loan outlets statewide nearly doubled, the number of loans made
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Those who have no relationship with a financial institution use currency exchange businesses.
This may be because they don’t trust banks and credit unions or it may be because they have
misused an account in the past and been denied access to the banking community. They may
also be in this country illegally and not want to open an account because of their illegal status.
For these consumers, it is easier to pay a fee to cash a check with no questions asked than to
apply for an account at a traditional financial institution.

Additional information on the customer base of the convenient lending industry is found in the
Fannie Mae Foundation’s in-depth 39-page report titled “Analysis of Alternative Financial
Service Providers”

(www.fanniemaefoundation.org/programs/pdf/021904_altfin servproviders.pdf). The authors of
this report, Noah Sawyer and Kenneth Temkin, conclude, on the basis of their analysis of the
locations of check-cashing outlets, payday lenders and pawnshops in Washington, DC, and 7
major urban counties across the nation, that:

e Convenient cash businesses are disproportionately located in minority, low-income
neighborhoods. |

¢ Convenient cash businesses tend to cluster in neighborhoods with a higher share of
minority and low-income residents.

o More convenient lending businesses per capita, and fewer banks per capita, are found in
census tracts that are disproportionately minority and/or poor.

As for why convenient lending industry customers are not using traditional financial institutions,
Sawyer and Temken state: “It appears that mainstream financial providers either are not offering
lower-income, minority households the core products and sérvices they need or providers are not
effectively reaching out to these consumers” (Sawyer and Temken, p. 4).

Appendix D contains a number of additional articles providing background information on the

payday lending industry, including information on characteristics of the industry’s customer
base. '

PUBLIC SAFETY ISSUES

Maps showing the locations of convenient lending institutions and robberies in the first 11
months of 2003, by police district, are found in Appendix E. In addition, Appendix E contains a
citywide map showing the locations of banks, convenient lending institutions and 2005
robberies.

Also relevant to the issue of public safety are data on reported “Part I”” crimes (i.e., violent
crimes) within 500-foot and 1,500-foot radii of convenient lending businesses and citywide in
2002, 2003 and 2004. These data are found in a table that is included Appendix E.

Based on the number of violent crimes (especially robberies) that have occurred in the vicinity of
convenient cash businesses, as indicated by the crime maps and table, it appears that these
establishments tend to set up in neighborhoods that have other socioeconomic issues. While the
conclusion that these types of businesses increase crime in an area cannot be drawn, such
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OVERVIEW OF CONVENIENT LENDING INDUSTRY

As noted previously, the convenient lending industry is made up of payday lenders, title loan
lenders and currency exchanges. The nature of this type of business is to appeal to a segment of
the population that is either distrustful of traditional lending institutions or unable to use them
because of credit issues. Additionally, convenient lending establishments enjoy success among
lower-income and minority consumers because mainstream financial institutions (banks, savings
banks and credit unions) often do not offer the products and services these consumers want or do
not market them effectively.

Payday lending originated in the early 1990s, and its popularity continues to grow among certain
segments of society. This has resulted in rapidly growing problems for some consumers and an
increasing source of income for lenders. Payday loans are short-term loans of small amounts,
generally less than $500 with an annualized percentage rate that ranges from 391% to 572%.
Typically, a consumer will write a check for $345 and receive $300 from the payday lender with
the promise to hold the check for two weeks. The check will then be presented for payment.

The cost of the loan is $15 per $100. If the consumer cannot afford to have the check clear his or
her account in two weeks, the consumer returns to the payday lender, renegotiates the loan for
another two weeks and pays another $45. The average payday loan borrower pays $800 to
borrow $325.

Title loans work much the same way, only with a lower interest rate, as the borrower will tuin
over the car title as collateral. The interest rate for these loans is about one-third the rate of
traditional payday loans.

Currency exchange businesses market to persons who lack banking relationships and need a
place to cash checks. The currency exchange business will charge a percentage of the check as a
fee for cashing the check. The fee is generally 10% of the check amount.

Payday lending has grown in recent years. In 2004, 22,000 payday loan stores nationwide
extended about $40 billion in short-term loans. Fifty-two percent of the borrowers made
between $25,000 and $50,000 annually, while 29% earned less than $25,000 a year. Repeat
borrowers account for 99% of payday loans. The average payday loan is “flipped” or “rolled
over” § times by a single lender.

What is the appeal of a payday loan? It's quick - all you need is a steady source of income and a
checking account. A good credit record is not a consideration for the payday loan customer, who
may not qualify for a traditional Joan or have a credit card. Payday loan amounts are small and
generally intended to cover an emergency. A payday loan might be used for car repairs, to stop a
utility disconnection, medical emergency or {0 covera gambling debt. As a rule, banks and
credit unions do not write loans for under $1000. The payday loan is the type of loan that
wouldn’t be needed if there were money in a savings account or & relative the borrower could ask
t0 borrow money from. Borrowers say that payday loans are easy 1o understand, with a fee that
is upfront and no hidden costs.




minority residents. Among districts with low minority populations, only district 13 has at least
an average number of convenient lending businesses.

Correlation with Income

There does not appear to be a strong correlation between the number of convenient cash
businesses in an aldermanic district and the median household income in the district. Two of the
three districts with the most convenient cash businesses ~ 2 and 9 ~ have median household
incomes above the citywide average, while incomes in the other district -- 12 -~ are well below
the city average. The three poorest districts -- 6, 15 and 4 -- all have just an average number of
convenient cash businesses. The two highest-income districts ~ 13 and 5 ~ both have an average
number of convenient lending businesses. However, it should be noted that the three districts
with the fewest conventent cash businesses -- 14, 3 and 11 -- all have above-average median
household incomes.

Other Wisconsin Communities

Milwaukee is not the only Wisconsin community to experience a proliferation of convenient
cash businesses. As the following table shows, Milwaukee actually has fewer such
establishments per 10,000 residents than most other large municipalities in the state,
Neighboring West Allis actually has twice as many convenient cash businesses “per capita™ as
Milwaukee, although Milwaukee’s second-largest suburb, Wauwatosa, has none. (Another
suburb, Greenfield, has 10 convenient cash businesses, for a rate of 2.77 per 10,000 residents).

CONVENIENT CASH BUSINESSES
IN 15 MOST POPULOUS
WISCONSIN MUNICIPALITIES
Municipality No. of No. of Licenses per 10,000
Licenses Residents (2004 pop. Est.)
1. Milwaukee 80 1.35
2. Madison 22 1.01
3. Green Bay 32 3.09
4. Kenosha 20 2.15
5. Racine 21 2.60
6. Appleton 19 2.64
7. Waukesha 7 1.05
8. Oshkosh 15 2.30
9. Eau Claire 16 2.50
10. Janesville 14 2.28
11, West Allis 16 - 2.64
12. La Crosse 12 2.33
13. Sheboygan 8 1.58
14, Wauwatosa 0 0
.15. Fond du Lac 8 1.87

Note: This table shows the total aumber of currency exchange licenses
and payday lender/title lender lcenses in each municipality. Some
establishments have both types of licenses; hence, Milwaukee has

80 licenses, but only 71 establishments (9 establishments hold both
types of Hoenses),




NUMBER AND DISTRIBUTION OF CONVENIENT LENDING BUSINESSES

Appendix C shows the current geographic distribution of convenient cash businesses in the city
of Milwaukee. The following table shows the number of establishments by aldermanic district,
as well as the non-white population and median household income of each district.

Aldermanic No. of Pet. Of Median
District Convenient Cash  Population Non- Household

Businesses, Jan., White, 2000 Income, 2000

2006 Census Census*

1 7 82.2% $30,265

2 12 68.4% $35,038

3 1 21.1% $35,019

4 4 56.9% $21,586

5 5 29.9% $41,751

6 5 93.5% $20,452

7 5 89.0% $30,704

8 3 55.8% $31,394

9 8 56.9% $37,025

10 2 35.2% $39,437

11 1 13.0% $40,737

12 9 79.2% $24,833

13 5 19.4% $41,990

14 0 21.5% $37,960

15 4 94.5% $21,198

City Total 71 54.6% $32,216

* Median household income is an approximation based on assignment
of census “block groups” to aldermanic districts.

Geographic Distribution

Both the map and the table indicate that the distribution of convenient cash businesses in
Milwaukee is highly uneven. The 2™ Aldermanic District on the Northwest Side has the largest
number of these establishments (over one-sixth of the city total), followed by the 12 District on
the Near South Side and the 9 District on the Far Northwest Side. The concentrations along
North 76™ Street and West Capitol Drive are particularly notable. Central-city aldermanic
districts tend to have an average number of convenient cash businesses (see Districts 4, 6, 7 and
15), as does the Far South Side (District 13). (Note: In this analysis, 4 or 5 establishments i3
considered an average number of convenient cash businesses in an aldermanic district.)
Convenient lending establishments are relatively rare on the East, Far West and Far Southwest
Sides (Districts 3, 10 and 11), and there are none at all on the Southeast Side (District 14).

Correlation with Minority Population

The three aldermanic districts with the most convenient cash businesses -- 2, 12 and 9 — all have
minority populations above the citywide average of 54.6%. However, they are not the districts
with the largest non-white populations. Those districts -~ 15, 6 and 7 - all have just an average
aumber of convenient cash businesses. On the other hand, the districts that have the fewest
convernient cash businesses -~ 14, 3 and 11 - all have lower-than-average concentrations of




DEFINITIONS

The resolution creating the Convenient Lending Task Force directed the Task Force to study the
impacts of “convenient cash businesses”. This term refers to three types of businesses in
particular: currency exchanges (i.e., check-cashing businesses), payday loan agencies and title
loan agencies. In many cases, a particular business establishment functions as two of these types
of businesses, most commonly a currency exchange combined with a payday loan agency. These
establishments are also referred to as “convenient lending businesses”.

The City’s Zoning Code defines the three types of convenient cash businesses as follows:

CURRENCY EXCHANGE means, in accordance with s. 218.05, Wis, Stats., any person
except banks incorporated under the laws of this state and national banks organized
pursuant to the laws of the United States and any credit union operating under ch, 186,
Wis. Stats., which obtains a certificate of authority from the Wisconsin commissioner of
credit unions, engaged in the business of and providing facilities for cashing checks,
drafts, money orders and all other evidences of money acceptable to such community
currency exchange for a fee, service charge or other consideration. This term does not
include any person engaged in the business of transporting for hire, bullion, currency,
securities, negotiable or nonnegotiable documents, jewels or other property of great
monetary value nor any person engaged in the business of selling tangible personal
property at retail nor any person licensed to practice a profession or licensed to engage in
any business in this state, who in the course of such business or profession and, as an
incident thereto, cashes checks, drafts, money orders or other evidences of money. (s.
295-201-135)

PAYDAY LOAN AGENCY means an establishment providing loans to individuals in
exchange for personal checks as collateral. (s. 295-201-445)

TITLE LOAN AGENCY means an establishment providing loans to individuals in
exchange for receiving titles to the borrowers’ motor vehicles as collateral. (s. 295-201-
661)

All three types of convenient cash businesses are licensed by the Wisconsin Department of
Financial Institutions, Division of Banking — currency exchanges under s. 218.05, Wis. Stats.
(community currency exchanges) and the other two types under s. 138.09, Wis. Stats.
(precomputed loan law).




INTRODUCTION

The City of Milwaukee’s Convenient Lending Task Force was created by Common Council File
Number 041000, which was adopted on February 22, 2005 (Appendix A). This resolution
directed the 10-member Task Force to “investigate the impacts of convenient cash businesses on
surrounding neighborhoods, including but not limited to effects on public safety and community
and economic development”. It further directed the Task Force to develop a list of
recommended public-policy solutions to problems it identifies and to present its findings and
recommendations to the Cormnmon Council.

TASK FORCE MEMBERSHIP

The 10 members of the Convenient Lending Task Force are:

Ald. Joe Davis, Sr., chair (appointed by the Common Council President)

Ald. Terry Witkowski, vice-chair (Common Council President)

Chris Callen, Wisconsin Bankers Association {Common Council President)

Kathryn Crumpton, CCCS of Greater Milwaukee (Mayor)

Dorothy Dean, citizen at large (Common Council President)

Dimitri Jordan/Albert Franitza, Department of City Development (Commissioner of City
Development’s designee)

Deputy Inspector Anna Ruzinski, Milwaukee Police Department (Police Chief’s
designee)

Bethany Sanchez, Metropolitan Milwaukee Fair Housing Council (Common
Council President)

Jim Walrath, Legal Aid Society of Milwaukee (Common Council President)

Bobbie Webber, Jr., Neighborhood Assistance Corporation of America (Common
Council President)

MEETING DATES

The Convenient Lending Task Force convened on the following dates:

June 9, 2005

July 8, 2005
September 16, 2005
Qctober 14, 20035
November 10, 2005
December 2, 2005
February 3, 2006
March 3, 2006
April 7, 2006

May 8, 2006

The agendas and minutes from these meetings are found in Appendix B.



Wisconsin “Precomputed Loan Law” and pawnbroker statutes Appendix L

Articles describing lawsuit against National Cash Advance Appendix M
State of Wisconsin “Loan Company Annual Report” Appendix N
City of Milwaukee Zoning Code provisions relating to convenient cash

businesses Appendix O
Non-zoning legislation related to convenient cash businesses Appendix P
Regulations in other communities Appendix Q
CRC alternative to check-cashing establishments Appendix R
City of Philadelphia legislation relating to depository requirements Appendix S
ACKNOWLEDGEMENTS
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Jeff Osterman, Legislative Reference Bureau — for his work in organizing, writing and
editing this report.

Peggy Partenfelder-Moede, Patrick Essie and Associates — for the information and advice
she provided to the Task Force, particularly from the convenient lending industry’s
perspective.
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CONVENIENT LENDING TASK Meeting Minutes April 7, 2006
FORCE

This data revealed that within the last 4-year period, the number of payday loan oullets
statewide nearly doubled and the number of lcans increased 57% and the totaf vaiue of
payday loans more than doubled.

-"Altlematives to Convenient Lending Businesses” added.

-Ragufations of Convenient Lending Establishrnents under the State of Wisconsin
controls, adding a dascription of the disparity b/w the pre loan law and the statutes on
pawnbroker loans, which limit the amount and interest rate of pawnbroker loans.

-Paragraph added to include response from DFI to task force members that they will not
proposa legisiation to create stiffer ponaltias up the state regulations for convenient
lending establishments. ’

-City of Milwaukee reguiations section was dividad into 16 sections o identify zoning and
non-zoning regulations.

-Mr. Franitza provided recent BOZA cases involving convenient cash businesses, which
suggests that the current zoning regulations, which include the distance requirements,
which have been highly effactive in praventing further profiferation of convenient cash
astablishmants.

Ms. Dean advised members that when she spoke with DFI they were specific about not
cpposing any legisiation nor any regulations relative to convenient cash businesses.

-Regulations in other communities were updated to include the recently adopted
logislation in Tucson relative to spscigi uses and spacing requirements.

Deputy Inspector Ruzinski addressed members regarding her previous motion to
recommend change changes be made to cify ordinances relative to safely issues
conceming convenient cash establishments. She advised members that since the last
meeting she has met with Peggy Parterfalder-Moede, Wisconsin Alliance of Financial
Services and the Wisconsin Deferred Deposit Association to develop best practices
relating to safely issues and other major concemns. The draft of best practices developed
by both of the assaciations has been submitted to the Milwaukee Police Department.

Ald. Davis read into the record the following draft recommendations:

-The Wisconsin Department of Financial Institutions shoulkd amend its loan company
annual report form, spacifically Schedule "B” of the form o require loan companies fo
include informstion on the geographic distribution of the customers, distribufion of
customer by zip code or census track. The Department of Financial Institution should
aiso make this information available to the public on an aggragate basis.

-The Mitwaukes Police Departmerd, The Legisiative Refergnce Bureau and the Cily
Attormay, should ba directed fo work together to explore options for tightening or creafing
cily ordinances refating o regulafion of the convenient lending industry, one such
ordinance might set-forth securily requirements such store openings, closing procedures,
requirements for securily cameras, employes list and parking it lighting that are both
enforceable and Iegal. The city working group may wish 1o consider regulations simitar fo
those adopted by Oaldand, California, i

Mz, Sancher requasted the following recommendations also be included In the fingl
raport and recommendations.

City of Mitwauhee Page 3
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-Use the Community Reinvestment Act comment leter to encourage banks to open
additional branches in low and modsrate-income neighborhoods where check cashers
and payday joan establishments are concentrated and where no bank branches exists.

~To meet with lenders who want to close branches in low and moderate-income
neighborhoods in an effort to discuss the needs of those communitias and how those
needs would be met without a bank branch near by.

~To encourage lenders to provide the community with alternatives fo check cashing
- establishments, (CRA Alfernative mode! included).

-To meet with representatives from Milwaukes County and other cities in the county and
ask them fo join with the city of Milwaukes to form and fund a comprehensive plan fo help
educate residents about the cost of doing business with payday loan, check cashing and
predatory home mortgage lenders.

Ms. Sanchez informed members that all of the recommendations flow from the fact the
millions of dollars are being unnecessarily pulied from the pockets of Milwaukeeans,
instead of going fowards legitimate economy building functions.

-Recommendation to establish a similar bill to that of Philadelphia’s current ordinance.
Motion by Mr. Walrath; to inciude the recommendations submitted by Ms. Sanchez fo the
final report. Seconded Ms. Dean.

F’revag’fed 7-0.

Mr. Walrath suggested that the following recommendation be included in final report on
pages 13 and 14 of the current draft to follow the third recommendation by Ms. Sanchez:

-Recommaendation that the city of Milwaukes, sponsor a conference or consider similar
action that would include lending alfernatives and initiatives by Good Money Prospera
Credit Uniont and Real Solutions efforts conducted by the Wisconsin Credit Union League
be presented. Lenders from around the city should be invited in addition to both Good -
Money Prospera Credit Union and Real Solutions fo provide information to the lending
community on how there program works, The recommendation should include various
speakers who provide educational programs on banking practices.

Ms. Crumpton advised members that there is currently a good checking program that
approximately 16 lending institutions participate in, which was developed to help
individuals who have not been abls fo do business with traditional lenders dues fo
inappropriate aclions, redevelop relationships to establish checking accounts. She
explained part of the problem is a distrust of our citizens to develop relationships with
{ending institutions.

Ald. Davis requested Mr. Osterman research and identify banks that have programs that
educate the consumer on banking {i.e. establishing or re-establishing checking and
savings accounts, borrowing, ete.) or practices similar to those identified by Ms.
Crumpton; fo be added fo the appendices of the final report and recommendations.

Motion by Mr. Walrath fo add recommendations that would includs a conference
sponsorad by the cily to provide information to lenders, in addition o programs by lenders
to sducate the consumer on banking, 1o the final report. Seconded by Ms. Sanchez,

CiHy of Milwaukes : Page 3



CONVENIENT LENDING TASK Meeting Minutes _ April 7, 2006
FORCE

Prevailed, 7-0.

Motion by Mr. Walrath for the task force to make a recommendation to the Depariment of
Financial institutions that they research and prepars & report orrthe pros and cons of
legistation or reguiations that would treal payday lending arxd litle foan businesses
similarly to pawn broking businesses for purposes of celling rates. Seconded by Ms.
Dean. .

Prevailed. 7-0.

Motion by Ald. Davis to make a recommendation that would support continued distancing
requirements under the current cily ordinance and fp monifor the effects of the statistics
and to amend as accordingly. Seconded by Ms. Dean.

Prevailed. 7-0.

Motion by Mr. Walrath to make the following recommendations lo the final report and
recommendations:

-Recommendsation that the Legislative Reforence Bureau and the City Attorney’s Office
considar additional zoning regulations based upon a number of convenient lending
business locations on a density basis, (i.e. a certain number of people in a aldermanic
district), similar to those used in other municipalities around the country.

Motion by Ms. Dean to reconsider the previous motion by Ald. Davis. Seconded by
Depidy inspecior Ruzinski,

Provailed. 7-0.

Motion by Mr. Walrath to amend the previous recommendation by Ald. Davis to include in
the final report and recommendations, continued support of distancing requirements
under the current city ordinance and to monitor the effects of the stafistics, to amend as
accordingly. In addition fo the recommendation by Mr. Walrath that the Legisiative
Refarence Bureau, the City Attormey's Office and the Department of City Development,
work together to consider additional zoning regulations based upon a number of
convenient lending business locations on a densify basis, (i.e. a certain number of
peopla in a aldermanic district), similar to those ussed in other municipalities around the
country as combined recommendation. Seconded by Ms. Dean.

Pravailed. 7-0.

Motion by Mr. Callen to approve the recommendation as amended. Sscondsd by Deputy
Inspecior Ruzinski.

Prevailad. 7-0.

Motion by Mr. Calfen to reconsider lfem #1 of the recommerrdation included in the final
draft report relative DFI reports. Seconded by Depuly Inspector Ruzinski.

Prevailed. 7-0.

Motion by Mr. Walrath to amend Hem #1 in the current recommuendationg listed in the
final draff report relative to requesting additional compitation of information be made and
reported through DFI data, specifically that thers be a distinclion drawn befween the
principal indicated by the lenders and the amounit of monsey alfribuled to finance charges
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and that a third category identify the amuount of money charged reiated Io fees. Seconded
by Deputy Inspector Ruzinski.

Prevailed, 7-0.

Mation by Ms. Sanchez to approve Htem #1 in the current report as amended. Seconded
by Ms. Crumpton.

Prevailed. 7-0,

Ald. Davig advised members that his intent is lo go on communily radio, after the task
force has completed its final report and recommendations to talk about the results of the

recommendations and data included in the report; he encouraged members to join him.

Mr. Osterman requested confirnation recommendafion of inclusion of the Philadelphia
Bill, presented by Ms. Sanchez in the final report and recommendations.

Ald. Davis advised members that a formal recommendation, be made and action taken fo
include the Philadelphia ordinance submitted by Ms. Sanchez.

Motion by Ms. Sanchez to include in the final reporf and recommendations a
recommendation for Milwaukee to institute a bilf similar to the current Fhiladelphia Bill
Ssconded by Ms. Dean.

Prevailed. 7-0.

Motion by Mr. Wairath that the lask force include acknowledgement of City Clark staff for
their support in the development of the report and recommendations of the Convenient
Landing Task Force.

Motion by Ald. Davis amend the previous motion by Mr. Walrath, o include
acknowledgement of City Clerk staff for their suppert in the development of the report and
recommendations of the Convenient Lending Task Force; in addition to Ms.
Partenfelder-Moede for her assistance in the development of the report and
recommendations of the Convenient Lending Task Foree. Seconded by Deputy inspector

Prevailed. 7-0.

Motion by Ms. Sancher to amend the final draft report and recommendations to add
language at the beginning of the report, to suggest that it is the responsibility of both the
consumer to educate themselves, and iraditional lendirig institutions to provide education
to the consumer. Seconded by Ms. Dean.

Prevailed. 7-0.

Mr. Walrath recommended that information on page 9 relative to the Fannie Mas report fo
page §.

In addition, Mr. Callen recommended that information be included that would indicate that
cariverdent lending establishrents use on the spol cash as a marksting tool to sway the
consumer o use their services.

Tty of Milwaukee Page 5
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3 Public Comments

There wera no public comments.

Meeting Adjourned: 10:21 A.M.

Diana Morgan
Staff Assistant
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CONVENIENT LENDING TASK FORCE

ALD. JOE DAVIS, Chair
Ald. Terry Witkowski, Vice-Chalr, Chris Callen, Kathryn Crumpton, Dorothy Dean, Dimitri
Jordan. Anna Ruzinski, Bethany Sanchez, Jim Walrath, Bobbie Webber Jr.

Staff Assistant: Diana Morgan, 286-2231, Fax: 2863456
E-mail; dmorga@milwaukee.gov

File Specialist: Chariotte Rodriguez, 286-8797
E-maif crodri@milwaukes.gov

Monday, May 8, 2006 9:00 AM City Hall, Room 301-B

Meeting Convened: 9:09 A.M.

Members Present: Ald. Davis, Deputy inspector Ruzinski, Ms. Dean, Ms. Sanchez, Ms.
Crumpton, Mr. Franitza, Mr. Callen.

Members Excused: Ald. Witkowski, Mr. Webber Jr., Mr. Walrath.
Ald. Witkowski arrived at 9:30 A.M.

Review and approval of the minutes of the April 7, 2006 meeting.

Mation by Deputy Inspector Ruzinski to approve the minutes of the April 7, 2006 meeling.
Seconded by Ms. Dean.

1) Review of Final Draft and Recommendations

Members of the Convenient Lending Task Force made the following amendments to their
final report and recommendations:

Fage 3 - Added fo the Table of Contents

CRC aiternative fo check-cashing ostablishments (Appendix 7).

City of Philadelphia legisiation relating to depository requirements (Appendix S).
Acknowledgements on page 24 deleted and moved to page 3.

Pages 8

*Faragraph 1

As noted previously, the convenient lending industry is made up of payday lenders, title
loan lenders amd surrency exchanges. The nature of this type of business is fo appeal fc
a segment of the population that is either distrustful of traditional lending institutions or
unable fo use them because of credii issues. Additionally, convenient lending
astablishments enjoy success among lower-income and minority consumers because
mainstream financial institutions tbanks, savings banks and credit unions} who do not
offer the products and services these consumers want, or do not market therm effectively.
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*Paragraph 6

What is the appeal of a payday loan? it's quick - all you need is a steady source of
income and a checking account. Credit is not a consideration for payday foan customers
who may not qualify for a traditional loan or have a credit card. Payday foan amounts are
small and generally intended fo cover an emergency. A payday loan might be used for
car repalrs, 1o stop a utility disconnection, medical emergency or to cover a gambling
debt. As a rule, banks and credif unions do not write loans for under $1000. The payday
loan is the type of loan that wouidn't be needed if there were money in a savings account
or & relative, the borrower could ask to borrow money from. The Borrowers say that
payday loans are easy to understand, with a fee that is upfront and no hidden costs.

Page 18
*Paragraph 4

in conversations with DFI officials, Task Force members learned that DFI is not at this
time proposing any legistation or administrative rules fo "foughen up” state requiations of
convenignt lending establishments. Thus, any changes in state law will need to be
initiated at the "grass roots” level, with sponsorship by assembly and senafe members
who can get things done with help from such businesses through zoning.

Page 22
"RECOMMENDATIONS OF THE TASK FORCE

1. The Wisconsin Depariment of Financial Institutions should amend its “Loan Company
Anrnual Report” form (specificaily, Schedule B of the form) fo require loan companies o
include information on the geographic distribution of their customers (e.g., distribution of
customers by ZIP code or census tract). The Department of Financial Institutions should
also make this information, at the Zip code or census tract level, available to the general
pullic. In addition, DFI should coflect and disseminate data on the value of the loan that
distinguishes between the amount loaned (principal), the amount of finance charges and
the amount of attributable fo fees.

2. The Mitwaukee Police Department, the Legislative Reference Bureau and the City
Attorney should be directed to work together to explore oplions for tightening or creating
City ardinances relating fo regulation of the convenient lending industry. One such
ardinance might set forth security requirements (e.qg., store opening/elosing procedures
and requirements for securily cameras, employee lists and parking-iot lighting) that are
both enforceabie and legal. This Cily working group may wish fo consider regulations
similar to those adopted by Oakland, California (Appendix Q).

3. The Milwaukee Common Council should take advantage of apportunities tc comment
on bank mergers and acquisitions, as provided for in the federal Community
Reinvestment Act ("CRA"} by seeking advise and assistance from the Deparfment of
Neighborhood Services, the Comptrolier's Office and the Department of Administration,
The city should use CRA commant leflers o ancourage banks fo open additional
branches in low and moderate-income neighborhoods where check cashers and payday
foan estabiishment are concentrated and no financial institutions exist. As a basss for
the City's comment lefter, the Meltropolitan Milwaukes Fair Housing Councf can provide
cily staff with data on the records of various banks as far as lending, branching and
serving thelr communities,

City of Milwaukee
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4. The city of Milwaukee should meet with lenders finaricial instifutions that wan! to close
offices in low and moderata-income neighborhoods to discuss the needs of those
communities and how those nesds, will be met without a institution nearty.

5. The city of Milwaukes shouid encourage financial institutions to provide the community
with alternatives fo check-cashing estabiishments. As an example, the California
Reinvestment Coalition is advocating for a low-fee deposit account, known as the
“Essential Bank Account,” that would serve as a point-of-entry to the financial
mainstream for people not served by traditional financial institutions {see descripfion in
Appendix R). Locally, the Legacy Bank currenfly offers sormething similar through its
“First Accounts” product.

6. The city of Milwaukee should meet with represeniatives of Milwaukee County and other
municipalities within the county to ask them to join with the cily in forming and funding a
comprehensive plan to help educale residents about the cosfs of doing business with
convenient lending establishments such as payday lenders, check cashers and predatory
home mortgage lenders.

7. The city of Mitwaukee should adopt legisiation thal requires each depository of the ity
funds {e.g. bank in which the city deposifs funds) to prepare a strategic plan that
addresses how the depository will address disparities in its lending and investment
practices and how it will match or exceed the lending performance of its peers in targeting
capital access and credit needs identified in disparity studies. Similar legisiation was
recently adopted by the city of Philadeiphia (see Appendix S},

8. The city of Milwaukee should sponsor a conference in partnership with Wisconsin
Financial Institutions on alternatives o convenient lending to which Milwalkee-area
lenders and other relevant organizations would he invited. Featured speakers/presenters
al this conference should include, but not be limited, representatives of Prospara Credif
Union, which operates the “GoodMoney” facility Inn an Appleton-area Goodwill Store, and
the Real Solutions program, a collaborative effort of the Filene Research Institute, the
Wisconsin Credit Union League and various credit unions that offer assistance in
developing alternatives fo payday lending.

9. A request by the Common Council that the Wisconsin Department of Firrancial
Institutions should research and prepare a report on the “pros” and “cons” of legislation
that would reguiste payday lenders in the same manner that pawnbrokers are already
regulated, particularly with respect to maximum interest ratesfees on foans.

10. The city of Milwaukee should continue to administer the distance requirements for
convenient cash businesses currently found in the Zoning Code, monitor the
effectiveness of these requirements and amend the Code as appropriate. In addition, city
staff from the Department of City Development, Legisiative Refarence Bureau and City
Attorney's Office should investigate the possibiiity of creating addifional regulations
limiting the number of convenient cash businesses on a density basis (similar to what
some municipalities in State of Uteh have dong, Appendix O).

Ms. Dean requested extra copies of the final report and recommendations upon
finalization of the report.

Al Davis inforrmed members that ke has future plans o speak publicly, on community
radio, to announce the findings and recommendations of the Convenient Lending Task
Foroe. He encouraged task force members fo join him; he assured ther that they would

City of Milwaukee FPage 3
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be notified of the time of any public speaking evenis, in addition to any cther cutcomes
relative to the report and recommendations of the fask force.

Ald Davis adjourned the meeting, by thanking members for their time and expertise in the
research and development of the final report and recommendations related fo convenient
lending establishments in the city of Mitwaukes.

Meeting Adjonrned: 10:20 A.M.

Diana Morgan
Staff Assistant

City of Milwaukee Page 4
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AC|
The Annie E. Cazcy Foundstion

FOR IMMEDIATE RELEASE

Contact: Ed Hatcher (301) 656-0348
Marci Bransdorf (410) 223-2852

BANKS SHOULD OFFER ALTERNATIVES TO PAYDAY LOANS TO BETTER
SERVE LOW AND MIDDLE-INCOME CUSTOMERS, SAYS NEW REPORT

BALTIMORE — In banking, as in life, doing the right thing can pay off.

Ranks and credit unions have the capacity to help their credit-strapped low and middle-
income customers by offering lower cost alternatives to high-fee payday loans, a new report

concludes. What’s more, banks can make money by providing more small-dollar credit products to
their customers.

“Payday loans are an extremely high-cost form of short-term credit,” says Sheila Bair, a
professor at the University of Massachusetts at Amberst, and the report’s author. “The high fees are
exacerbated by many borrowers using the product 10 to 12 times a year. They are used
predominantly by those who can least afford them.”

Payday loans are short-term loans of small amounts, generally less than $500. The loans are
secured by the borrower’s personal check and post-dated until the borrower’s next payday. Typically,
the cost ranges from $15 to $22 per $100 for a two-week loan, which works out to an expensive
annualized percentage rate (APR) of 391 to 572 percent. Here’s how it works: When a customer
borrows $300, and the charge is $15 per $100 of loan, the customer writes a check for $345. The
lender agrees to defer deposit of the check until the customer’s next payday.

Payday lending has grown explosively in recent years. Last year (2004), 22,000 payday loan
stores nationwide extended about $40 billion in short-term loans. Most borrowers — 52 percent —
make between $25,000 and $50,000 per year, and 29 percent earn less than $25,000 a year.

The report, “Low Cost Payday Loans: Opportunities and Obstacles,” was made possible
through a grant by the Annie E. Casey Foundation in Baltimore. The Casey Foundation is working
to improve life outcomes for vulnerable children by increasing their families’ ability to provide real
economic security. “Even though many low-income parents are working harder and longer, too
many continue to find it difficult to get by and get ahead,” said Doug Nelson, president of the
Foundation. “Finding alternatives to expensive and avoidable financial practices, such as payday
loans, is part of our sirategy to help working families achieve financial success.” Copies of the report

are available at: http://www aecf.org/publications/data/payday loans.pdf.

Several factors make it economically viable for hanks and credit unions to offer payday
alternatives. Banks and credit unions already have the infrastructure, such as physical facilities, loan
staff, and collection processes. Uniike payday Ioan storefronts, banks and credit unions can

- more -




minimize credit losses through the use of direct deposit and automatic deductions for repayment.
They can offer small-dollar credit at lower margins because they offer a wide variety of banking
products and services. Revolving credit lines offered by banks and credit unions provide
convenience, greater privacy and speed for the customner, compared to payday loans, says the report.

The biggest impediment to low cost payday alternatives is the proliferation of fee-based
bounce protection programs. “So many banks rely on bounce protection to cover customers’
overdrafts for fees ranging from $17 to $35 per overdraft that they don’t want to cannibalize profits
by offering customers other low-cost options,” says Bair.

Other barriers preventing banks and credit unions from entering this market include the
stigma associated with offering small dollar loans, and the misperception that federal banking
regulators are hostile to the idea. “On the contrary, our research shows that regulators view low-cost,
properly structured payday loan alternatives as positive and likely warranting credit under the
Community Reinvestment Act,” says Bair. “We recommend that regulators step up to the plate and
publicly encourage payday alternatives.”

The report describes several examples of profitable payday loan alternatives. The best model,
says Bair, is the North Carolina State Employees’ Credit Union (NCSECU), which since 2001 has
offered customers a checking account linked to a revolving line of credit. It charges an APR of 12
percent, or $5.00 for a $500, 30-day loan. It also requires borrowers to save five percent of any
money borrowed and place it in a savings account. After 18 months, this program generated more
than $6 million in cumulative savings.

Another good model is the Citibank Checking Plus program, which is a revolving line of
credit linked to a customer’s checking account, offered at a 17 percent APR. “This product can be
used by low and middle-income families to meet short-term emergency cash needs,” Bair says.
Other recommendations include:

* The Federal Reserve Board should require banks and credit unions to disclose the cost of fee-
based bounce protection to customers who use it on a recurring basis. This would help
consumers understand the real cost and strengthen the institutions that offer competing lower
cost options.

* Banks and credit unions should combine small dollar products with mandatory savings
features to help customers accumulate savings.

Hit
The Annie E. Casey Foundation is a private charitable organization dedicate