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ORDERS OF REFERENCE
House or CoMmMONSs
Thursday, January 21, 1937.
(Applicable to Bill No. 58 [Letter C of the Senate], An Act respecting Central
Finance Corporation and to change its name to “ Household Finance
*Corporation.”)
Resolved—That the following Members do compose the Standing Com-
mittee on Banking and Commerce:—

Messieurs
Baker, Howard, Martin,
Bennett, Hushion, Maybank,
Cahan, Jacobs, Moore,
Clark (York-Sunbury), Jaques, Perley (Qu’Appelle),
Cleaver, Kinley, Plaxton,
Coldwell, Kirk, Quelch,
Deachman, Lacroix (Beauce), Raymond,
Donnelly, - Landeryou, Ross (Middlesex East),
Dubue, Lawson, Rutherford,
Dunning, Ledue, Stevens,
Edwards, MacDonald Thorson,
Euler, (Brantford City), Tucker,
Fiset (Sir Eugene), Mackenzie Vien,
Fontaine, (Vancouver Centre), Ward,
Fournier (Hull), MecGeer, White,
Fraser, McLarty, Woodsworth—>50.
Harris, McPhee,
Hill, Mallette,
(Quorum 15)
Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

Ordered —That the Standing Committee on Banking and Commerce be
empowered to examine and inquire into all such matters and things as may be
referred to them by the House; and to report from time to time their observa-
tions and opinions thereon, with power to send for persons, papers and records.

Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

TUEsiJAY, March 23, 1937

Ordered —That the said Committee be granted leave to sit while the House
is sitting.
Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

TrUurspAY, March 25, 1937.

Ordered —That the said Committee be granted authority to have printed
from day to day or as required, 500 copies in English and 200 copies in French
of its minutes of proceedings and evidence, for the use of the Committee and
Members of the House; and that Standing Order 64 be suspended in relation
thereto.

- Attest. ARTHUR BEAUCHESNE,

Clerk of the House.
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REPORTS OF THE COMMITTEE
(Applicable to the said Bill 58)

Tuespay, March 23, 1937.
The Standing Committee on Banking and Commerce begs leave to present
the following as a
THIRD REPORT

Your Committee recommends that it be granted leave to sit while the
House is sitting.

All of which is respeetfully submitted,
W. H. MOORE,

Chairman.

TrurspAY, March 25, 1937.

The Standing Committee on Banking and Commerce begs leave to present
the following as a

FOURTH REPORT

Your Committee recommends that it be granted authority to have printed
from day to day or as required, 500 copies in English and 200 copies in
French of its minutes of proceedings and evidence, for the use of the Committee
and Members of the House; and that Standing Order 64 be suspended in
relation thereto.

All of which is respectfully submitted,
W. H. MOORE,

Chairman.
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MINUTES OF PROCEEDINGS

Turspay, March 23, 1937.

The Standing Committee on Banking and Commerce, called to meet at
10.30 o’clock a.m. this day, came to order at 10.45 a.m., the Chairman, Mr.
W. H. Moore, presided.

Members of the Committee in attendance: Messieurs: Baker, Clark (York-
Sunbury), Cleaver, Deachman, Edwards, Hill, Jacobs, Kinley, Lacroix (Beauce),
Leduc, McLarty, McPhee, Mallette, Martin, Maybank, Moore, Perley (Qu'-
Appelle) Quelch, Tucker, Vien and Ward.—21.

On the Orders of the Day for consideration:
Bill No. 59 (Letter C of the ‘Senate), An Act respecting Central
Finance Corporation and to change its mame to “Household Finance
Corporation.”

Sponsor for the Bill: Mr. Duffus, M.P., not a member of the Committee.

Parliamentary Agent: Col. A. T. Thompson, K.C., Ottawa, and in support
of the Bill, Mr. Harold Walker, K.C., counsel, of Messrs. Blake, Lash, Anglin
& Cassels, of Toronto, Mr. Arthur P. Reid, President of the Company, and
a number of others more or less concerned or interested, including Mr. R. W.
Harris of the Company.

Mryr. G. D. Finlayson, Superintendent of Imsurance, was present.

With the consent of the Committee Mr. Duffus spoke to the Bill, follow-
in which Mr. Finlayson was requested to explain the details of the measure
at length.

To put the principle of the Bill before the Committee for discussion, Mr.
" Duffus mover the adoption of the Preamble.

General discussion developed in which strong opposition to the measure
was shown. Mr. Tucker, Mr. Lacroix, Mr. McPhee, Mr. Ward and Mr. Quelch
took a very strong stand against the Bill on the ground that the rate of interest
was much too high and they did not approve of the principle of allowing a
small loan companies of the character of the Bill before the Committee to

glllillction at the rate of interest at present charged or as proposed in -the new
ill.

Mr. Vien spoke strongly in favour of the Bill, and was supported by
Mr. Martin, Mr. Baker, Mr. Edwards, Mr. Cleaver and others, as a step
in the right direction and a great improvement over the type of loan com-
panies which have been existent during the past years and many which are
operating to-day.

- Mr. Walker, counsel for the Company spoke in explanation of the Com-
pany’s operations, and the improvement from the borrewer’s standpoint under
the proposed provisions of the new Bill.

Discussion continued without intermission until nearly one o’clock. The
question was frequently called for, but speakers continued to hold the floor.

v
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At one o’clock Mr. McPhee moved the adjournment of the Committee.
Objections were raised, but no debate allowed. The motion being put, it was
lost on a standing vote.

Mzr. Duffus’ motion that the Preamble be adopted was again called for.
Motion carried on a standing vote of about two to one, and the Preamble
of Bill 58 (Letter C) was declared adopted.

Supporters of the Bill made a strong effort to hold the Committee for the
time necessary to carry the clauses of the Bill, the provisions being, after
proposed revision, identical with Bill 57, Industrial Loan, reported by the
Committee without amendment a few days ago.

It being impossible to hold a quorum of the Committee to complete the
Bill, and owing to the large number of committees of the House meeting
during the few remaining days before the Easter recess, on motion of Mr.
Vien, it was resolved:

That this Committee recommends to the House that it be granted leave
to sit while the House is sitting.

After some further discussion as to the next meeting it was finally
decided to meet at the call of the Chair.

The Committee adjourned.

WepNEsDAY, March 24, 1937.

The Standing Committee on Banking and Commerce, called to meet at 4
o’clock p.m. this day, came to order at 4.15 o’clock; Mr. W. H. Moore, the Chair-
man, presided.

Members of the Committee present:—Messieurs: Baker, Cleaver, Donnelly,
Edwards, Fraser, Hushion, Jacobs, Kinley, Lawson, Leduc, McGeer, Mallette,
Martin, Moore, Plaxton, Quelch, Raymond, Stevens, Thorson, Tucker, Vien,
Ward, Woodsworth—23.

In attendance: Mr. G. D. Finlayson, Supt. of Insurance, Ottawa, Col. A.
T. Thompson, K.C., Parliamentary Agent, acting for the Bill under consideration,
Mr. Harold Walker, K.C., Counsel for the Company, Mr. Arthur P. Reid, Presi-
dent, and Mr. R. W. Harris of the Company.

Resumed consideration of Bill No. 58 (Letter C), An Act respecting Central
Finance Corporation and to change its name to “Household Finance Corporation,”
Mr. Duffus, M.P., sponsoring the measure in the House of Commons, but not
a member of the Committee. Section 1, under consideration.

Col. Vien, M.P., spoke to the Bill at considerable length, explaining it in
detail. Mr. Finlayson was asked to give further details of the Bill. Mr. Ward
favoured the passing of the present Bill, as proposed to be amended, pending
legislation next year, although strongly opposed to the principle of exacting the
present rate of interest.

Continual discussion interspersed with some rather lengthy statements
followed until six o’clock, some members very strongly in favour of the Bill and
others very strongly against its passing.
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Those favouring the passing of the measure included in addition to those
named, Mr. Martin, Mr. Cleaver, Mr. Lawson, Mr. Plaxton, Mr. Hushion, Mr.
Kinley and others.

Those strongly opposing the measure included Mr. Woodsworth, who spoke
at some length; Mr. Stevens, who also spoke strongly and at some length, and
Mr. Tucker, who entered strong protest against the Bill passing, as he had
done at the previous meeting.

Several attempts were made to pass section 1 of the Bill, but members con-
tinued to occupy the floor.

It being evident that no further progress could be made, and it then being
after six o’clock, Mr. Lawson moved the adjournment of the Committee.

Motion carried, with the addition to the motion by consent of the Com-
mittee, that it meet again to-morrow—Thursday, at 10.30 o’clock, a.m.

CommirTEE Room 268,
House or CoMMONS,
TraURSDAY, March 25, 1937.

The Standing Committee on Banking and Commerce called to meet at 10.30
a.m. this day, came to order at 10.45 a.m., with Mr. W. H. Moore, the Chairman,
presiding.

Members of the Committee in attendance:—DMessieurs: Cleaver, Coldwell,
Deachman, Donnelly, Edwards, Fontaine, Hushion, Jacobs, Kinley, Landeryou,
Lawson, Ledue, McGeer, Mallette, Martin, Moore, Plaxton, Queleh, Stevens,
Tucker, Vien, Ward, Woodsworth.

Others in attendance: Mr. G. D. Finlayson, Superintendent of Insurance;
Col. A. T. Thompson, K.C.,. Ottawa, Parliamentary Agent for the Bill under
consideration; Mr. Harold Walker, K.C., Counsel for the Company, Mr. Arthur
P. Reid, President, and Mr. R. W. Harris of the Company.

Committee resumed consideration of Bill No. 58 (Letter C), An Act re-

specting Central Finance Corporation and to change its name to ‘“Household

mance Corporation.” Mr. Duffus, M.P., sponsor of the Bill, but not a member
of the Committee.

Section 1 before the Committee.

Before resuming consideration of Section 1, Mr. Mallette moved that the
words “of Canada” be added to the proposed title of the Bill. Carried.

Mr. Vien moved that Clause 1 carry.

~ Mr. McGeer arose to speak and continued at considerable length to give his
views on the legislation before the Committee.

There were many interruptions including some suggested motions, verbal and
written, but as Mr. McGeer had the floor, all were more or less out of order.
Mr. McGeer submitted a motion and several other members suggested motions
and suggested amendments to Mr. McGeer’s motion. After much discussion the
following motion by Mr. McGeer, seconded by Mr. Tucker, was adopted:—

__That Mr. Lionel Forsyth, K.C., of Montreal be invited to attend and give
evidence before this Committee on the matter now under consideration, with the
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understanding that Mr. Forsyth appears at his own expense on Thursday,
April 1.

Many members of the Committee took part in the discussion including Mr.
Woodsworth, Mr. Stevens, Mr. Martin, Mr. Kinley, Mr. Lawson, Mr. Cleaver,
Mr. Edwards, Mr. Donnelly, Mr. Vien, Mr. Landeryou and others.

Moved by Mr. McGeer, seconded by Mr. Tucker:—
That further consideration of this Bill be suspended until all members of

_ this Committee be supplied with copies of the Company’s balance sheets and

profit and loss accounts over a period of five years and that following the
furnishing of such information that the officers of the Company be called to give
evidence before this Commiftee on all matters now under consideration by it.

Mr. Cleaver moved in amendment thereto, seconded by Mr. Martin:—

That all of the words of the motion after the word “that” be deleted and
the following substituted therefor:

The officers of the Central Finance Corporation be now called to give evi-
dence. ;

On a standing vote of 11 to 8 the amendment passed in the affirmative.

Mr. MceGeer moved, seconded by Mr. Tucker:

That this Committee recommend to the House that it be granted
authority to print from day to day, or as required, 500 copies in English
and 200 copies in French of its minutes of proceedings and evidence; and
that Standing Order 64 be suspended in relation thereto.—Carried.

It being one o’clock, Mr. Woodsworth moved that this Committee adjourn.

Motion lost on a standing vote.

On motion it was resolved: That Mr, Finlayson be now heard, starting at
Section 1 of the Bill and give an explanation of its provisions, with regard to the
borrowers as well as the Company, Mr. Finlayson’s statement to be printed for the

use of the Comimittee.

With some few interruptions by questions, Mr. Finlayson continued his state- -

ment until 1.20 p.m., when after much discussion as to the next date of meeting,
it was finally decided to meet on Tuesday, March 30th, at 10.30 a.m.

On motion of Mr. Woodsworth, the Committee adjourned.

E. L. MORRIS,
Clerk of the Committee.
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. MINUTES OF EVIDENCE

House or Commons, Room 268.
March 25th, 1937.

The Standing Committee on Banking and Commerce met at 10:30 a.m. Mr.
W. H. Moore, presided.

Mr. G. D. FinvaysoN, Superintendent of Insurance, called:

The CuAmRMAN: We are on section 1 of the bill. You may proceed, Mr.
Finlayson.

The WrrNgss: Mr. Chairman and gentlemen, I might say that section 1 is
quite unobjectionable from our standpoint. This company was incorporated in
1928. It operated as an independent Canadian company until the end of 1932,
with a Canadian board of directors and Canadian ecapital. About the end of
1932 the shareholders of the company parted with control of the stock and a
majority of it was acquired by the Household Finance Corporation.

By Mr. McGeer:

Q. The Household Finance Corporation, of what?—A. I think that is the
complete name of its head office in Chicago.

Q. Incorporated in what state?

Mr. Marrin: He might not know that; it would be the State of Delaware,
I think.

By Mr. McGeer:

Q. Have you a copy of that company’s charter and its articles of incorpora-
tion?—A. The Chicago company’s?

Q. Yes?—A. No.

Mr. Vien: It is a foreign company. It is not before us.

The WitnEss: It is not doing business in Canada in its own name, and I do
not know of any reason why we should have it. As a matter of fact, we have
never had it. Since 1933 this company has continued to operate with the Chicago
company as the controlling shareholder. The original invested capital was
$500,000. The amount paid at the time of taking over by the Chicago company

.was I think in the neighbourhood of $200,000 or $250,000.

By Mr. McGeer:
Q. The original incorporation was for how much?—A. For $500,000, author-
ized capital. »
Hon. Mr. Stevexs: And the paid up was only $200,000; in 1932.

The WirNess: Yes. On the taking over of the company by the Chicago
company the capital was increased to the present—$475,000.

By Mr. McGeer: ‘
Q. That is paid up capital?—A. It may have been increased since the
last statement.

Q. Do you know what the Chicago company paid for those shares?—A. I
am afraid I have not got that in the official record. That was a private transac-
tion between the two companies.

Q. Yes?—A. I am told they bought the shares at par with a premium.
1
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Q. What premium?—A. I am told $75,000—I think you better not take
that down, because that is unofficial.

Q. Well, the officers of the company will give us that?—A. Yes, the officers
+ of the company will give us that. The company now wants to change its name
to the House hold Finance Corporation. Personally I do not see any objection
to that, I don’t think.

Mr. Jacoss: They want to become a household burden.

The Wirness: I do not think there is any conflict with the name of any
other operating company.

By Hon. Mr. Stevens:

Q. Do you see any objection in using the name Household Finance in con-
nection with a company of this kind?—A. I do not see any, Mr. Stevens; it is
a trade name, it is a fancy name.

Q. It strikes me that it implies that it is more or less a great friend of the
householder?—A. It might be regarded as properly describing the business of
the company because this company loans only on chattel mortgages, chiefly I
believe on household furniture; so it might be regarded as being a descriptive
name. I see no objection from that standpoint.

By Mr. McGeer:

Q. Just before you go on from that; have you ever given any consideration
to the influence that advertising of this particular type of company may have
on people who can be induced to borrow who probably should not be induced
to borrow?—A. Well, let me say that is a question I really can’t answer. I
find it awfully hard to answer that question. What is the effect of any kind of
advertising? What is the effect of advertising automobiles for those who—I
have no doubt there are many people who buy automobiles through seductive
advertising who probably can’t afford them. They may be induced to buy
automobiles on the instalment plan and incur obligations which may eventually
cripple them financially.

Q. You know as a matter of fact from your experience in your department
as decided on the basis of the Money Lenders’ Act and a proper rate of interest?
—A. Yes.

Q. And that this is an exception of that general rule?—A. Yes; and I may
say on that point—it is a little apart from section 1, but I will deal with it now—
this matter as far as I can recall, and my recollection is very good, was fully
considered by both houses of parliament when these original acts were passed;
we knew we were over-riding the Money Lenders’ Act. I laid before both com-
mittees of this parliament a report of what we were doing. I remember laying
the effective rate of interest which is involved in this proposal before both houses
of parliament. We had evidence then, and as we have had evidence since and
have evidence now, that the Money Lenders’ Act was not effective, but that
there was no organized lender lending on this type of security at 12 per cent
per annum; on the other hand that people were being driven into the hands of
loan sharks and paying all these exhorbitant rates that we hear of. Now, that
was fully laid before the committees of parliament and the department in 1928.
We had had before us one or two years before that an application for the
incorporation of a company on the Morris plan. It came under another name
but it developed that it was to adhere to the Morris plan banks. That company
asked to be allowed to take deposits from the public for the purpose of securing
loaning funds. It proposed to loan to the public at rates considerably less than
this company.

[Mr. G. D. Finlayson.]
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Mr. LanpEryou: I may say that the Canadian Bank of Commerce is carry-
ing on a somewhat similar business at the present time.

By Mr. McGeer:

Q. You have got away from the question of the name of this company.
That is what I want your answer on, but I don’t mind waiting until you are
ready to give me the answer I want you to?—A. It came before the Banking
and Commerce committee of the Senate and they rejected it, that was in 1925
or 1926, I can’t say which, on the ground that it asked to take deposits from
the public. Now, this company came along in 1928 and asked to be allowed to
provide its own capital, it did not ask to take deposits from the public, but it
did ask us for the rights set out in the original act.

Q. We are back to the question we started out with, namely, the use of its
trade name. The point we are discussing is whether or not you see anything
objectionable, or possibly deceptive, in that type of advertising that would
increase this type of borrowing from the point of view that you have mentioned,
that it looked like a good name to describe the company’s business. This name
can be used to induce that type of borrowing can it not?—A. Then, I can only
say that I see no objection whatever to the name.

Q. Then I will put this point to you; I take it from that that you see no
objection to this type of borrowing as a standard proposal?—A. I believe I can
answer that in this way; I believe that people of this class are going to borrow
anyway; the evidence before me, judging from correspondence and otherwise,
is that these people are going to borrow anyway. It is a question as to where
they shall borrow; shall they borrow from persons or companies who are under
some kind of regulation where we can know what they are doing; or shall they
borrow from unregulated lenders at very very exorbitant prices?

By Mr. Landeryou:

Q. Are there not other companies operating in that way now? I notice
that the Canadian Bank of Commerce are lending money on that basis?—
A. I can deal with that.

By Mr. McGeer:

Q. The point I want to clear up is, if it is right for this committee and for
parliament to authorize the incorporation of businesses of this type, and to
recognize a good advertising name, then have we not got pretty close to the
point of where we are in a position to wipe out the Money Lenders’ Act in
Canada. Wouldn’t it be much better in these circumstances to wipe out the
Money Lenders’ Act and to authorize the chartered banks of Canada to charge
these rates of interest?—A. Well, the Canadian Bank of Commerce has secured
no special authority. They make special loans, and T understand it is open to
any other bank. ;

By Hon. Mr. Stevens:

Q. They are not permitted to charge any excessive rate of interest?—
A. T fully explained that method of loaning in the first meeting of the committee.
Some of the members were not here when I explained the system which the
bank.is following. We do not supervise banks. You will have to call the
superintendent of banks. This is what I have, unofficially, and what I think is
done by some of the other lenders. You must remember that the banks have
the power to take deposits; some of the other lenders incorporated by the
province have power to take deposits and to sell investment certificates. You
see, the bank is limited to a rate of interest of 7 per cent. It is quite possible
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for a bank, for any bank, to make a loan of say $120 to deduct from that loan
in advance say 6 per cent interest; and to loan it as repayable at the end of
one year. Now, that looks like a perfectly good proposition.

Q. Is that legal?—A. I think it is.

Q. You think it is?—A. I think it is legal. Now, a bank has power to take
deposits. It can make a separate contract with that borrower under the terms
of which the borrower obligates himself to open a deposit account with that
bank and to deposit $10 a month regularly. There is no question of any
additional charge. That contract is not related to the loan contract in any way.
But what does it do? Instead of getting its money at the end of one year as
contemplated by the loan confraet it gets its monev back in equal monthly
instalments; so that on the average the full amount of the loan is outstanding
for six and a half months. He deducted the full vear’s interest when the loan
was made. It is not changed. It gives back nothing. The effect of the second
contract is to reduce the term of loan from twelve months to six and a half
months.

By Hon. Mr. Stevens:

Q. Which makes the interest rate what?—A. It practically doubles the
effective rate of interest, and the rate of interest is 13 per cent and over,
instead of 6.

By Mr. Woodsworth:

Q. Is that legal?—A. T am not a lawyer, Mr. Woodsworth, but I am told
and this official of the bank is advised by two of the best legal firms in Canada,
that that is a perfectly legal transaction.

By Hon. Mr. Stevens:
Q. That is a great improvement on two per cent a month?—A. Right.

By Mr. Landeryouw:

Q. The rate of interest is about 12 per cent?—A. You must remember in
comparing the bank rates with the company’s rates, Mr. Stevens, that the bank
gets its money from the public at perhaps 2 per cent. This company cannot
take deposits from the public and must provide by issuing stock—it must get
the money as share capital and not as deposits. ;

By Mr. Woodsworth:

Q. There is one point which rather worries me. While this appears in the
form of an amendment to the existing act of incorporation, is it not really a
new incorporation; that is, the name is changed, the capitalization is put at
$5,000,000 instead' of $500,000 but the incorporators are no longer Canadians
but people situate in the state of Delaware. Now, does not that in reality
mean a new corporation?—A. T should say not, Mr. Woodsworth, because from
the legal standpoint there is no change in the corporate entity. We have bills -
coming through session after session changing the names of companies. No one
would say that incorporates a new corporation that has a change in interest.
It is not a change in interest because all the money this company loans comes
now from the Chicago company, in part by way of paid ecapital $400,000 or
$500,000, and to the amount of over $2,000,000 as a loan, an advance to the
company. The interest is not changed nor do I think that the equity or vested
right of the Chicago company is changed. It has got the right now to advance
all the money it cares to advance to this company, and it is deing it. Now, if
you say it advances that in the form of paid capital it does not change either the
equity or the vested interest.

[Mr. G. D. Finlayson.]
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By Mr. McGeer:

Q. Have you got any reason for the change in name? What is the reason?
Have you been given any reason at all?—A. My own impression is that they
will gain by advertising the parent company.

Q. What we are asked to do is to improve the capacity of this company ?—
A. I think that is unquestionable.

Q. To promote loans of this type?—A. I think they see some advantage in
having this name; I think they would not ask for it if they did not, and for
myself I do not see any objection to it.

Q. If there is no objection to the type of business they are carrying on.

By Mr. Plaxton:

Q. Speaking of loans that the Bank of Commerce is making, what security
do they demand {rom the borrower?—A. I think they require endorsements.
They require the man’s own note and endorsement. The Bank, as you know,
18 not entitled to take a chattel mortgage or any mortgage.

Q. Do they require more than one endorser?—A. My evidence on this
must be unofficial, but I am told they require at least two endorsers. Now, my
other suggestion on the name, Mr. Chairman and gentlemen, is the addition of
the words “ of Canada.” -

By Mr. McGeer:

Q. Just on this point, it is pretty close to the adjournment hour. You
remember what was said about the procedure of this company where the adver-
tisement was used to lure people in, then that so-called reduced rate was not the
one -employed, but a higher rate was employed for the reasons given in the
statement. This name would aid in promoting that type of activity in the
company'’s administration, and make it more successful, would it not, in that
more people would be lured into the company’s office?—A. With that change of
name?

Q. Yes.

Mr. Epwarps: Why do you say “lure”?

Mr. MarTin: Would come in,

Mr. McGegr: Probably I am wrong in that.

The Wirness: I will try to avoid the implication in the word.

By Mr. McGeer:

Q. I will change my question. More people would be invited to investigate
the company’s lending facilities>—A. The company sees some advantage in the
change of name in order that it would make its business larger and more profitable.

By Mr. Edwards:

Q. Is it not a straight, legitimate business deal to have the same company
name in the United States and Canada, the same advertising and the same
literature?—A. It is not only permissible,.in my opinion—

The CrarmaN: The chair recognizes Mr. Walker.

Mr. Warker: This evidence is being taken down. Mr. McGeer has made
a statement presumably based on the memorandum of Mr. Forsythe. Now, the
effect of the statement, as I understood it, was that this company has been
advertising a 14 per cent rate in order to lure business to the company and then
to do something else. This company has never advertised or asked for the rate
of 14 per cent, and what Mr. McGeer is basing his statement on is the mere
opinion of Mr. Forsythe as to what might be done under circumstances which
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do not exist now and cannot exist, because we have asked to have that part of
our bill taken out. That should not be in a written record that will become
public. I will ask the chairman to have that stricken off the record.

Mr. McGeer: If there is nothing of that kind—what I read to this com-
mittee was the advertisement of this company which did not even mention any
rate of interest at all, but which invited people to come in on the representation
that everything was so simple that there would be no embarrassment at all in
operating through this company.

Mr. Martin: Mr. Chairman,—

Mr. WaLker: I don’t know what fact in the advertising Mr. McGeer thinks
is untrue, because he has made certain insinuations on the record to-day. If
there is no statement of fact in the advertisement that is untrue I think the
witness ought to be asked the question.

Mr. MarTin: May I suggest that we have been trying to listen to Mr.
Finlayson for five days now, and he is in the process of making a statement.
Could we not postpone questioning him until his statement is finished, and then
we could cross-examine him and grill him if necessary. It would assist those
of us who are trying to get the picture of this thing.

The CHAIRMAN: That would be the chair’s desire, but the conduct of the
committee is in the hands of the committee.

The Wirness: On section 1—

Mr. DoxneLny: I would like to ask Mr. Finlayson how long it would take
him to finish?

The WrirNess: I am in the hands of the committee.

Mr. DonNeLLy: How long would it take you to finish up?

Mr. McGeer: I can say I have a good many questions to ask.

The Wirness: I am through with section 1 now.

Mr. McGeer: We are not going to deal with any section.

By Mr. Mallette:

Q. How long would it take you if you were not interrupted?—A. T think I
could go over the bill in a very few minutes. Passing from section 1 to section
2, I believe I have already dealt with the capitalization. I see no objection
practically or legally to the increase in capital stock.

Mr. Cueaver: Is it your wish, Mr. Chairman, that we reserve all questions
until the conclusion, or as each section is concluded?

The CuatkMAN: That is my wish, but my wish does not seem to carry.

Mr. Epwarps: I would suggest that members of the committee make a note
of anything they have to ask Mr. Finlayson and ask him when he is through.

The Wrrngss: If your question is strictly on the section I have no objec-
tion. We now pass to section 3. I do not see very much use in my dealing with
sections 3, 4, 5 and 6 of the bill. Section 4 is a very long section, and the pro-
moters themselves propose to offer an amendment. Would it not be better for
me to deal with the amendment proposed to be submitted by the company?

Hon. MeEmBERS: Hear, hear.

The Wirness: If that is so, I think I should have a copy. The promoters
of the bill propose to strike out all of sections 3, 4, 5 and 6 and substitute the
following therefor:—

3. Paragraph (B) of subsection 1 of section 5 of the said Act as
enacted by section 2 of chapter 94 of the Statutes of 1929 is amended by
adding thereto as sub-paragraph (IV) the following:—

[Mr. G. D. Finlayson.]
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I think there is no-need to read what follows because it is taken verbatim from
the bill that the committee has already passed for the Industrial Loan and
Finance Corporation. It provides in effect that the company shall loan at a
rate of 2 per cent per month on outstanding monthly balances; that it will
advance to the borrower the full amount for which he gave his note; nothing
shall be taken from the loan in advance; it will charge to the borrower monthly
2 per cent of the monthly balance outstanding. Now, that rate will include every-
thing. It is declared to include all interest from the loan; all charges thereon
or therefor of every nature and kind, other than interest, all disbursements
(except for registration fees as hereunder provided) made in connection with
the loan, and all other fees, charges or services whatsoever arising out of or
incidental to the loan. It covers not only charges under the loan contract itself,
if there was any other contract incidental to the loan contract no charge can be
made under that contract. The bill prevents, for instance, the company requiring
the insured to insure his life through the agency of the company. That would
be incidental to the loan and the company is prevented by this language from
making such a charge. Now, this company is authorized to charge 2 per cent
per month in effect, up to a point of $181.20. That is the effect of the amend-
ment to the Loan Companies Act in 1934. From $181.20 to $350 the company’s
rate gradually declines from 24 per cent to 2 per cent.

By Mr. McGeer:

Q. I asked you the other day and did not get an answer whether there were
any court decisions on any of these proceedings of the company?—A. No; I
think this company has never been in court so far as anything I can recall
Ofnghof the other small loan companies has been in court over the interpretation
of their act.

Q. A similar section to this?—A. Yes.

Q. What was the name of the case?—A. Kelly versus the Industrial Loan—

Mr. Viex: I should like to refer to that. It was not a section similar to
this one that is now being studied.

The Wrrness: No, not similar to this.

Mr. Viex: This purports to clarify the other.

By Mr. McGeer:

_ Q. That is what I wanted to get at?—A. This section here has never been
in any court. '

Q. I understand, Mr. Finlayson, the language of this section arises out of
the decision of the court?—A. I would not say that. :

Mr. Crraver: Where is it reported?

By Mr. McGeer:

Q. Is that case reported?—A. Kelly versus Industrial Loan. You will find
it in the first number of D.L.R. 1937,—anyway it is the first one of two num-
bers of D.L.R. .

By Mr. Ward:

Q. Why the arbitrarily set amount? You refer to $181.20?—A. The effect
of that is the operation of two sets of restrictions. There is one set of restric-
tions, the Companies Special Act. The Special Act is to some extent over-
ridden by the amendment passed in 1934 to the Loan Companies Act which says
that when the rates provided under the Special Act get up to over 24 per cent
then 24 per cent becomes automatically the maximum rate to be charged.
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By Mr. Woodsworth:

Q. What about over $3507—A. Over $350, which I may say, very few
loans are made, the rate gradually declines from 2 per cent on $350, to 1-84 per
cent, for loans of $500. Now, a very small proportion of the loans of any com-
pany is made in the higher bracket, so that the effect of this proposed amend-
ment is to substitute for practically a 24 per cent rate up to $181 and a 2 per
cent rate, tapering down to 2 per cent for $350, a rate of 2 per cent on the
entire loan.

By Mr. McGeer:

Q. That is, it is 24 per cent up to $181?—A. 2% per cent up to $181.

Q. 2 per cent from $181 to $3507—A. No, gradually decreasing to 2. I can
give you the exact figures. |

Mr. McGeer: It declines to 2 per cent on $350.

The Wirness: Since it is being taken down I will give you the exact figures.
It is 24 per cent up to $181.20. Now, on $200 it is 2-40 per cent; on $250 it is
2-21;-0on $300 it is 2 per cent, to substitute for these rates.

Mr. McGeer: What about $500?

The Wrirness: 1-84 per cent, to substitute for that 2 per cent. I may say,
a very great majority of loans is made under $200; so that in effect the effect
of this amendment is to reduce the rate on the vast majority of loans from 24
per cent to 2 per cent. Now, there is the whole story so far as I am concerned
with this amendment.

By Mr. McGeer:
Q. To increase the $500 rate from 1-84 per cent to 2?—A. To increase loans
from $500? ?
Q. Yes. The rate on the higher bracket loans is lower than on the lower
bracket?—A. Yes, the rates—
Q. On the higher bracket?—A. On the loans of the maximum amount.

By Mr. Donnelly:
Q. Under the proposed amendment it will be eut to 2; is not that it?—A.
2 for all.
Q. A reduction of 20 per cent?—A. Yes.

By Mr. McGeer:
Q. It is only a reduction of 20 per cent on the lower bracket loans. Tt is not
a reduction of 20 per cent on the average.
Mr. MarLerre: Will it affect the outstanding loans?

By Mr. Donnelly : ;

Q. If a man borrows $100 does he get $100 or is 6 per cent deducted, or
anything like that?—A. Under this proposed amendment a man who borrows
$100 gets $100.

Mr. Rem: I want to elarify the question that Mr. McGeer has in mind, if
I may. I do not want to interrupt Mr. Finlayson at all but to demonstrate to
Mr. McGeer it is really a very effective reduction I can only say that our gross
yield last year was on a basis of 2-45 per cent. Now, that is borne out by the
fact that the bulk of our loans are in the smaller brackets. We make com-
paratively few loans in the larger brackets, and secondly we have more at the .
2} per cent rate as demonstrated by what I say, the gross yield was 2:45 per
cent. If this amendment carries through our bill the rate will be reduced, the
maximum will be reduced to really less than 2 per cent a month because, as you

[Mr. G. D. Finlayson.]
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know, on any interest measure you cannot collect a hundred per cent of your
interest. The best estimate we can get is that we will collect under very good
conditions 95 to 97 per cent of our interest, which in itself will cut that interest
rate down from 2 per cent a month to something considerably less, 1-85 or
something of that sort, so it is a very substantial reduction.

The Wirness: Perhaps I can just add a word to give some idea as to the
distribution of the loans.

Mr. McGrer: Would you mind just following that through. What were
your total loans last year? I think we should get that.

Mr. Rem: The total loans made were in excess of $6,000,000.

The Wrtness: Six and a quarter million.

Mr. Warp: Those are the aggregate loans.

Mr. Remp: That is the amount of money we loaned.

~ Mr. Warp: What was the average amount of money you had out at any

given time?

Mr. Rem: That was represented by the mean assets. I have not got the

exact figures, but it is practically half of that—in the neighbourhood of
$3,000,000.

By Mr. Vien:
Q. Mr. Finlayson, will you put on record the mean assets?—A. It is in this

statement. The mean net assets for the year 1936—that is after deducting
reserves for unearned interest reserves for bad debts—was $2,486,152. I wanted

to give the distribution of the loans this company made in 1935: 37,071 loans.

Of that number 27,068 loans were in amounts less than $200.
Mr. Woopsworra: As it is getting late, I move we adjourn.

- The committee adjourned to meet Tuesday, March 30th at 10.30 a.m.

35537—2
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MINUTES OF PROCEEDINGS

TusspAy, March 30, 1937.
MORNING SITTING

The Standing Committee on Banking and Commerce met at 10.30 a.m. this
day and came to order at 10.45 o’clock, with Mr. W. H. Moore, the Chairman,
presiding and the following Members of the Committee present.

Messieurs: Clark (York-Sunbury), Cleaver, Coldwell, Donnelly, Edwards,
Fontaine, Hushion, Jacobs, Kinley, Kirk, Landeryou, Lawson, Leduc, McLarty,
McPhee, Mallette, Martin, Moore, Quelch, Ross (Middlesex East), Stevens,
Tucker, Vien, Ward, Woodsworth—25.

In Attendance: Mr. G. D. Finlayson, Superintendent of Insurance, Ottawa;
Col. A. T. Thompson, K.C., Parliamentary Agent in charge of the Bill before
the Committee; Mr. Harold Walker, K.C., Counsel for the Corporation; Mr:
Arthur P. Reid, Vice-President and General Manager; Mr. R. W. Harris, Director

of Public Relations of the Corporation; and others interested in the matter before
the Committee.

Committee resumed consideration of Bill No. 58 (Letter C of the Senate),
f‘&n Act respecting Central Finance Corporation and to change its name to
Household Finance Corporation” at Clause 1 of the Bill.

Mr. Finlayson was requested to continue his statement where it was left at
the termination of the previous meeting and answer some further questions.

Mr. Arthur P. Reid called and sworn:

Witness was examined at some length by Mr. Stevens, followed by Mr.
Tucker who continued his examination until one o’clock, during which time

considerable discussion and questioning was carried on by the Committee
generally.

On motion of Mr. Lawson,—a loan pass book of a client of the Corporation,
used by Mr. Stevens in his examination of the witness, was filed temporarily with
the clerk of the Committee. (Confidential.)

The witness retired.

After discussion the Committee decided to meet again at 4 p.m. this day.
The Committee adjourned.

AFTERNOON SITTING

The Committee reconvened at 4 p.m. and came to order with a quorum at

4.30 p.m., with Mr. Moore, the Chairman, presiding, and the following members
of the Committee present.

. Messieurs: Clark (York-Sunbury), Cleaver, Deachman, Donnelly, Edwards,
Jacobs, Landeryou, Lawson, Ledue, McPhee, Mallette, Martin, Moore, Quelch,

Ross (Middlesex East), Stevens, Tucker, Ward and Vien—19.
3554313
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In Attendance: Superintendent of Insurance, Parliamentary Agent, Counsel
for the Corporation, and officers of the Corporation as attended at the morning

sitting.
Clause 1 of the Bill (58(c) ) before the Committee.
Mr. Arthur P. Reid recalled:

Examination of the witness was carried on by Mr. Tucker, Mr. Deachman
and the other members of the Committee.

Mr. Finlayson was requested to answer some questions; other questions were
replied to by Mr. Walker, counsel for the Corporation.

Examination continued until near six o’clock.
Question was called on Clause 1.
~ Clause 1 adopted on a standing vote of 10 to 6.

Mr. Stevens asked for a recorded vote, which was taken, the result showing
10 Yeas and 6 Nays.

Clause 1 declared adopted.

It being six o’clock, after discussion the Committee decided to meet again
to-morrow—Wednesday, March 31st—at 10.30 o’clock a.m.

By general consent the Committee adjourned.

E. L. MORRIS,
Clerk of the Committee.




MINUTES OF EVIDENCE

House or ComMmons, Room 368.
March 30, 1937.

The Standing Committee on Banking and Commerce met at 10.30 a.m.
Mr. W. H. Moore, the chairman, presided.

The CmamrMaN: Gentlemen, we have a quorum. This is your bill, Mr.
Duffus. Have you anything to suggest as to procedure?

Mr. Durrus: Mr. Chairman and gentleman, as the sponsor of this bill,
when I presented it the other day I did not make any motion. I merely
suggested that the bill was in an amended form, and quite different from
the original bill, and almost identical with the other bill that was before the
committee prior to this one and which has been sent on to the house. On
the last day we met the discussion was very general, and I think took up a lot
of the time of this committee rather unnecessarily. In order to curtail the
discussion and get on with the bill, which I am sure every hon. gentleman
desires to do, I would like to move, subject to your approval, Mr. Chairman,
and the approval of the members of the committee, that “bill No. 58 (Letter
C of the Senate) is amended by striking out all the sections 3, 4, 5 and 6 thereof
and by substituting the following therefor:—

3. Paragraph (B) of sub-section 1 of section 5 of the said Act as enacted
by section 2 of chapter 94 of the Statutes of 1929 is amended by adding thereto
as sub-paragraph (iv) the following:—

.. With regard to “the following,” I think the members have a copy of it;

1t is pasted to this sheet. The clauses have been taken from the other bill, and

they. are obviously identical. I would like to move these amendments, Mr.
hairman, and have the discussion centred on the amendment.

Hon. Mr. Stevens: Mr. Chairman, in the first place, with all due deference
to Mr. _Duffus, I think the motion is not in order, because the motion before
the chair is section 1 of the bill; and in the discussion of section 1 a resolution
was passed instructing the clerk to call before the committee to-day for
exammation the president and officers of the company. I might remind you,

r. Chairman, and members of the committee, that when this measure was
up in the house, and the other measures, the two of them, before they received
their second reading, to the prineiple of which some of us took very strong
objection, the argument which carried, I think, the judgment of the house,
was that these bills should go to the committee so that the committee might
examine into the whole question of small loans legislation. I recall most

articularly the argument put forward by some of the members speaking in
the house, that they were very anxious to have that opportunity; that while
they were opposed to the general idea of the bill they felt that it was fair
to bring them before the committee and have an examination made. So the
other day we carried a resolution to that effect, and T presume the witnesses
who are to give evidence are here to-day. Speaking now only for myself,
I had in the interim done what little I could to go over the statements that
have been supplied us, and there are quite a number of questions that I would
like to ask of these Wwitnesses or witness, as the case may be; and I again say
or suggest that this resolution which applies to subsequent sections of the bill
will properly come up when those sections are reached. While I do not for

1]
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a moment suggest that Mr. Duffus is seeking to shut off any legitimate questions
or investigation, yvet it would have that effect unfortunately if this motion
were to become now the matter before the committee.

Mr. Viex: It would have what effect, Mr. Stevens?

Hon. Mr. Stevens: I say it would have the effect of shutting off the pro-
cedure which we indicated at the last meeting.

Mr. Vien: In what particular?

Hon. Mr. Stevens: By jumping to section 3.

Mr. Vien: No.

Hon. Mr. Stevens: I am simply suggesting to the chairman that we
should proceed in what I myself believe to be an orderly fashion, and I think
we will make probably more headway that way. I therefore, Mr. Chairman,
rise for the purpose of asking that, in accordance with the decision of the
committee at the last session, the president of the company now be called and
his examination be proceeded with.

Mr. Vien: Mr. Chairman, on the motion presented by Mr. Duffus, and
addressing myself to the remarks just made by the Hon. Mr. Stevens, I would
suggest, that it would be mueh more orderly and much more expeditious for
the committee to consider the bill as it will stand when it is amended. We
should know what we are talking about. Clause 1 of the bill touches the
name. Clause 2 touches the capital structure; and Clause 3, which is to replace
all the other clauses, touches the maximum charge which ecan be asked from the
borrower inclusive of interest and services, and also the system of loaning;
that is to say, a straight interest charge of two per cent per month instead
of a discount basis as presently carried out. It will not delay at all the
hearing of the officers of the company, and I think that the committee will be
much better able to intelligently put questions to the officers in the company
if they know that there are only three clauses or three sections in the bill.
All the other sections, if they stood as they are printed, would prompt hon.
members to ask questions of the officers of the company which no longer have
any substance nor interest, if the bill is amended as it is going to be amended.

Mr. Tucker: Who says it is going to be amended?

Mr. Vien: At least, I mean to say as it is going to be suggested that it be
amended.

Mr. Tucker: We have got to decide whether we want to amend it or not.
Mr. Vien: Exactly.
Mr. Tucker: There are some things as it stands that T am in favour of.

Mr. Vien: I am suggesting this, that the sponsor of the bill asks leave to
drop seetions 3, 4, 5 and 6 of the bill. He asks leave to drop them and for leave
to substitute in lieu thereof another section. I therefore suggest to you, Mr.
Chairman, that it is preferable that if such amendment is to be allowed, we
should know it now, because then we would know what we are addressing our-
selves to, and what is the nature of the bill. It is useless to discuss clauses that
are going to be deleted if the committee so decide. I therefore think it logical
and proper that we should first consider if the sponsor of the bill shall have leave
to drop sections 3, 4, 5 and 6 and substitute in lieu thereof one section which is
to become section 3. .

The CuamMAN: Mr. Vien, how do you dispose of Mr, Stevens’ assertion,
which is in line with my memory, that we are now discussing a specific motion
that was passed at the last meeting?

Mr. Viex: There is no motion, Mr. Chairman, before the chair. The
motions that have been put by the chair have been dealt with and disposed of k

Hon. Mr. Stevexs: No, not disposed of.




BANKING AND COMMERCE 13

Mr, Vien: Yes.

Hon. Mr. Stevens: No, no.

The Cuamrman: Have you a copy of the last motion that was put before
the chair?

The Crerx: Yes.

Mr. Vien: There is no conflict, Mr. Chairman, between the motion that the
officers of the company be heard and the motion of the sponsor that the bill be
amended. The officers of the company should be heard on the bill as it should
stand. I think it would be much more orderly, intelligible and clear if we know
what bill we are discussing. If the committee refuses leave to amend the bill,
then we are addressing ourselves to the bill as printed. But if the committee
allows the motion to carry, then we address ourselves to the bill as amended.
I think it stands to reason that it is preferable to know what we are talking
about.

Mr. Durrus: Do you second my motion, Mr. Vien?

Mr. Vien: Yes.

The Cuamrman: Mr. Vien, the clerk of the committee has handed to me
a copy of the motion, which is as follows:—

On motion it was resolved: That Mr. Finlayson be now heard,
starting at Section 1 of the Bill and give an explanation of its provisions,
with regard to the borrowers as well as the company, Mr. Finlayson’s
statement to be printed for the use of the committee.

That is the motion, as I see it, that is now before the chair.
Mr. Vien: Yes.

Mr. Tucker: I understood that Mr. Finlayson had not finished his state-
ment, and would be here this morning for questioning by the committee before
we went on with the examination of the officers of the company.

The CrmamrMan: It is purely a matter of form, as I see it, and I think
we should try to keep as close as we can to some form.

Mr. CLeaver: Mr. Chairman, if you were confining Mr. Finlayson’s evidence
now being given to section 1, there would be a great deal of merit in Mr. Stevens’
contention. But if T understand what is going on, when dealing with section 1
Mr. Finlayson is going to roam the whole ambit of the bill and is going to be
asked questions on the whole bill, then I think that we should permit now what-
e\l;er amendment we are going to permit so that we will know what we are talking
about.

Some Hon. MEmBERs: Hear, hear.

The CHAIRMAN: Then we will have to put it in the form of an amendment,
as I see it, to the motion under discussion.

Some Hon. MemBERs: No, no. :
The CrAmMAN: T will be glad to hear argument.

_ Mr. Durrus: Mr. Chairman and gentlemen, I have only one thought in
mind—or perhaps I should say two. The first one is to conserve the time of
the hon. gentlemen of this committee, and the other one is that 1 can see no
good purpose of discussing clauses that are not in the bill. I think if the dis-
cussion is confined to the amended bill, we will make much more progress. As
Mr. Stevens said, I do not want to cut anything off, and it may be that we will
have to refer to certain other statements in order to bring out the information
’ghat was intended to be brought out in this committee. But my whole purpose

1s to conserve the time of the committee by not discussing things that are not in
the amended bill. ;
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The CuAamMAN: Mr. Stevens, do you see any objection to a record being
made that the sponsor of the bill drops these clauses and has certain amendments
to suggest in their place?

Hon. Mr. SteEvEns: When we reach the proper clauses?

The CHAIRMAN: Yes.

Mr. VieNn: Why not now?

Mr. McPuEE: Mr. Chairman, this is no reflection on Mr. Duffus, whom I
admire very highly—

Mr. Durrus: Thank you.

Mr. McPHEE: But I suggest the proper time to have made this suggestion
was when this bill was before the committee of the house, instead of the com-
pany’s officers writing a letter to the Minister of Finance stating that they would
be prepared to do something when the bill got to the Banking and Commerce
Committee. If the sponsor of the bill then had asked leave to have these sections
deleted, we would have before us to-day a properly printed bill, and know what
they actually want the Banking and Commerce Committee to do. Now, what
are the facts? Here is a bill consisting of eight or ten pages. We have gone
carefully over this, and now we are confronted with the suggestion that clause
3, practically the whole bill, be stricken out and some other section substituted
in lieu thereof. These printed sections are not before us in the form of a bill.
The Finance Corporation have had ample time for the officers of the house to
have had this bill, if they wanted to withdraw those sections, printed in proper
form so that it would be intelligible to us. I submit that there is no member
around this table capable of—

The CHAIRMAN: Just a minute, Mr. McPhee, I quite agree with you as to
convenience. But have we the authority, as a committee, to have the bill re-
printed?

Mr. McPaEE: That was my suggestion. 4

Hon Mr. StevENS: It is a private bill, and it is the duty of the proposers of
the bill to have the printing done and they are charged for the printing.

Mr. ViEN: They cannot have the bill reprinted with the amendments before
the committee decides on them.

Hon. Mr. Stevens: I quite appreciate that.

Mr. Viex: Therefore, we are saying if it is necesasry to have the bill
reprinted for the assistance of the committee, it will be a simple matter. But,
I think that the first step we should take, Mr. Chairman, is to ascertain the
E}ezﬁs_llllre of the committee as to whether Mr. Duffus will have leave to amend

is bill.

The CuaRMAN: Mr. Walker wishes to address the committee.

Mr, WaLker: I would like to explain to this committee first of all about

the procedure. I myself take the responsibility for having followed the wishes
of the government. I have done exactly what I was asked to do, and if I
made a mistake, then the mistake can be laid at the door of the government.

I understood that the reference of this bill to this committee was based on the
undertaking that we gave. Now, if we are to be asked to discuss something

different, then I feel as though I had breached my undertaking. Secondly, I
want to point this out, that we did prepare as best we could a partly typed and

partly printed amendment which, with the bill, made it perfectly clear. We had
enough copies for the whole of the committee that assembled the first time this

matter was brought up. They were distributed to each member of the committee.

If they are not now in the hands of the members of the committee, I regret it

exceedingly. But I submit that we cannot be expected to have them retyped and
reprinted for each meeting.

7 )
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The Cuamman: Mr. Walker, have you any objections to having the bill
reprinted in the form suggested, with the amendment?

Mr. WaLker: Not at all, Mr, Chairman.

The CHAIRMAN: Is it the pleasure of the committee that the bill be re-
printed as amended and that we have copies of it for our next meeting?

Some Hon. MEMBERS: Yes.

The Cramrman: Then it is carried.

Mr. Tucker: Mr. Chairman, I wish to speak to that.

The Cramman: That is all right.

Mr. Tucker: This bill was referred to us by the House of Commons in its
present form. It is not within the power of anybody to take it for granted that
this bill is going to be changed.

The Cramrman: No, nobody is going to take it for granted.

Mr. Tuckkr: Then it cannot be amended until we have considered it section
by section and decided whether some of these sections should be dropped or
whether they should not be. One of the sections that I would like to ask Mr.
Finlayson about now, for example, is section 5 in this bill, which says: “Power
to buy, sell and deal in conditional sales agreements, lien notes, ete.” 0ld sec-
tion 5 (1) (a) eliminated. The personal finance business should be distinguished
from the business of financing trade paper or the purchase of new googls.”
Apparently this company thought that companies like this should be prohbited
from entering into the business of financing trade paper or the purchase of new
goods. If they think that, I think we should ask Mr. Finlayson if he agrees
with that; and if he agrees with that, then they should be prohibited from
doing so.

The CuamrMAN: Mr. Tucker, let us speak to the motion.

Mr. Tucker: Well—

The CuamrMmAN: The matter we are discussing, probably in an inf_ormal way,
is as to whether or not it is your pleasure to have the bill' reprinted in the form
in which it is now suggested it should pass the committee. After we have
decided that, we might then go on with the discussion of the matters that you
raised. But is it your pleasure that we do that? Might I ask your views in an
informal way?

Hon. Mr. Stevexs: With all due respect to your suggestion, might that not
amount to aceeptance of the principle of the bill?

The Cmamrman: Not at all.

Hon. Mr. Stevens: I am opposed to it.

The Cramman: Not at all. Tt just means that we have it, as Mr. McPhee
suggested, for our consideration before us. :

~ Hon. Mr. Stevexs: I am going to make it very, very clear that T am
objecting absolutely to the procedure. '

Mr. Vien: All right.

Mr. DonnerLy: We have continuously for the last ten years been having
bills come before the committees, and they have been printed four or five times

efore we agreed to which form we wanted. Why should not this man be allowed
to print his bill in the form he wants it, so that we will know what we are con-
sidering?

The Cramman: T doubt very much if we could stop him from reprinting it.

Mr. DoxnEeLLy: No. :

Mr. CorpwgrLL: Is this not in effect substituting one bill for another?

The CuarMAN: No.

Hon. Mr. Stevens: Absolutely.
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The CualrMAN: It is just reprinting it.

Mr. CoupweLL: The amendment which they are asking makes it practically
a new bill. That being the case, should this not go back to the House of
Commons?

The Caamrmax: No.

Hon. Mr, Stevexs: Mr. Chairman, I am going to make this suggestion to
you; not that I agree with it, but because I think it is the proper procedure—yaqu
might, rule that my objections are out of order, and that Mr. Duffus’ motion
should be considered.

The CrAalRMAN: I have not ruled that.

Hon. Mr. Stevens: No. But I say you might do that. I think that would
be perfectly within your power. Then we would have before us this motion;
and if that motion is before us—that is, this substituted bill—I am prepared to
discuss it, and I have some very definite reasons for doing so. But it is impossible
to advance those reasons on a sort of general consent—as you say, informally.

‘The CuamrMAN: The suggestion, as I understood it, which was made by Mr.
McPhee was that the bill be reprinted with the amendments for the information
and convenience of the committee. Naturally, that motion does not commit the
committee to the principle of the amendment. It is simply a matter of con-
venience so that we can have it before us. Then we would be able to proceed.

Hon. Mr. Stevexs: And that is what we would have before us.

The Caammyvax: Then you would proceed with it clause by clause, one, two,
three.

Hon. Mr. Stevens: And what then?

The Caammax: We have before us the original bill, and we have the printed
amendments.

Hon. Mr. Stevens: Two bills.

Mr. Vien: No. We are complicating matters for nothing. The procedure
is most simple; and every member of the committee who has had some parlia-
mentary experience knows it.

' Hon. Mr. Stevens: Yes, except me.

Mr. Viex: Oh, you do too. :

Hon. Mr. Stevens: No. 1 can see very clearly what this all means. I do
not need to be told. And I am objecting to it. That is all I have got to say.

Mr. Viex: Mr. Chairman, I for one do not propose, in seconding Mr. Duffus’
motion, to commit the committee to the principle of section 3. The committee
is not committed to any sections of the bill as yet. The sponsor of the bill
moves that he be permitted to amend the bill by dropping sections 3, 4, 5 and
6, and substituting in lieu thereof a section to become section 3, on which the
committee does not commit themselves; but the bill will now be considered by
the committee having three sections—section 1, the name; section 2, the capital
structure; and section 3, the mode of operations. That will be the bill which
the committee will be called upon to consider. Therefore, I second the motion
of Mr. Duffus that he be permitted to amend the bill accordingly and to have
it reprinted.

Mr. Tvexer: Mr. Chairman, I desire to examine Mr. Finlayson, directing
many questions as to the advisability of dropping some of these sections that
are proposed to be dropped and adding the new section. So that whether this
motion is going to stand before you or not, I suggest that we proceed with the
examination of Mr. Finlayson. As a matter of fact, it may be taken for granted
by some members that anything that is suggested is going to go through this
committee, but T do not think they have any right to assume'that.
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The Cuamrmax: Nobody takes that attitude.

Mr. Tucker: No, but the last speaker said we will then have the three
sections before us, assuming it is going to be carried.

Mr. Vien: No, not at all.

The CuamMman: Not at all.

Mr. Tucker: Why the motion?

Mr. Vien: The motion is for the purpose of—

Mr. Tucker: We are examining, as I understood it, Mr. Finlayson, and
we will direct our attention towards the bill as a whole. When we get to section
three we can consider then whether we are going to have it amended or not in
the light of the examination of Mr. Finlayson and the officers of the company.
For the life of me I cannot understand why this motion is interjected into the
committee at this point in the middle of Mr. Finlayson’s examination.

Mr. CLeaver: Mr. Chairman, it does seem to me that this bill is so con-
tentious and that opinions of the different members of the committee are so
divergent that we will not get anywhere or make any progress at all unless we
proceed in an orderly way and discuss one sectlon at a time. I think this _whole
difficulty has arisen owing to the fact that in hearing Mr. Finlayson’s evidence
the gates were thrown wide open and we were taking his evidence on the whole
bill instead of on section 1.

Some Hon. MumBrrs: Hear, hear.

Mr. Creaver: 1 quite agree with Mr. Stevens that Mr. Duffus’ motion is
premature. He has no right to decide to amend section 3 until we come to section
3. But the reason that motion has come before us is because we have been
hearing evidence and having discussions on the whole bill. Let us go.back to
the beginning and start taking it up in an orderly way one section at a time, and
confine ourselves to one section at a time. Then when we come to section 3 let
us have the amendment that the company asks should be made and_let us discuss
it. Meanwhile, let us take section 1, the name; section 2, the capital structure,
and then when we come to section 3, let us have the amendment they wish.

Mr. Marrin: Hear, hear.

Mr. Vien: All right.

Mr. Woopswortz: Mr. Chairman, T was a little late, but what bill was
it that passed second reading in the House of Commons? I cannot see how we
can fundamentally alter or consider a bill that did not pass secon_d reading in
the house. We have no right to consider any other bill than the bill that went
through the house. Some of us spoke on the bill there. Some of us opposed it;
some of us were in favour of it. But we cannot in this committee consider a
bill that did not pass second reading in the House of Commons.

The CuamrMaN: We can consider an amendment, a proposed amend-
ment, to the bill, can we not?

Mr. Woopsworra: No, not where the principle is altered. There is a
certain principle put before the House of Commons. That principle was
diseussed. The whole argument in the House of Commons was considered there.
Therefore, the result is that once a bill is put to vote in the House of Cpmmons,
We in this committee have no right to alter the principle of that bill. The
only possible thing for us to do would be to recommit it, to have it referred
back and a new bill introduced in the House of Commons.

Mr. Creaver: Will it not be time enough to decide that question when
we come to section 32 We can send this bill to the house without any section
3 at all. T would move that we proceed by way of orderly discussion and deal
with the sections one at a time. We are now on section 1, and I would move
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that we confine Mr. Finlayson’s evidence and our discussion to section 1, for
that is the only way we can make progress.

Mr. Vien: I support that view, Mr. Chairman. I think we shall have
obtained all that is required for the time being by the notice of motion of Mr.
Duffus. When we come to section 3, Mr. Duffus will move that all the sections
3, 4, 5 and 6 be dropped and that tho section which has been discussed will be
substituted therefor. With this in mind, I think we can proceed as suggested.

The CuaAlRMAN: Do you withdraw your motion?

Mr. Vien: No. It stands for the time being.

Mr. Durrus: Whatever your pleasure is, Mr. Chairman. If you wish me
ltotwithdraw the motion, I will be happy to do so and to move the amendment
ater.

The CuaarrMAN: Motion stands. We are at the original motion now. The
motion before us is “that Mr. Finlayson be now heard starting at section 1 of
the bill and give an explanation of its provisions with regard to the borrowers
as well as the company, Mr. Finlayson’s statement to be printed for the use
of the committee.”

Mr. McPuEE: First of all, will it be printed and distributed, the amended
bill—the amended section?

The Cuammax: If that is the pleasure of the committee, let us take a
vote on it. All those in favour?

Mr. McPuEE: No, not the original bill, the amended one.

The Cuamman: Yes, the amended one.

Mr. McPuee: I have not got a copy of the amendment.

The Cuamman: What do you think?

Mr. Marrin: T suggest that this company be asked in the meantime to
go ahead and print the bill for our convenience.

The CuamMAN: Yes. Proceed, Mr. Finlayson.

Mr. Creaver: Having heard Mr. Finlayson on section 1, T now move that
section 1 carry. We have heard him.

Mr. Tucker: I would like to ask Mr. Finlayson some questions. T under-
stood that Mr. Finlayson—

Mr. Creaver: On section 1?

Mr. Tucker: No. He makes some general statements that I would like
to ask some questions on.

Mr. Creaver: The motion is on section 1.

Mr. Tucker: No.

Mr. Creaver: You brought this on yourself.

Mr. Tucker: No, the motion earried in this committee was that Mr. Finlay-
son be now heard, starting at seetion 1 of the bill and give an explanation of
its provisions.

Mr. CLeavER: Section 1. :

Mr. Tucker: And give an explanation of its provisions—it means the pro-
visions of the bill—with regard to the borrowers as well as the company; the
prov1310ns of the bill in regard to borrowers as well as the company. Now,
I am going to protest again if there is any attempt to shut off the examination
of Mr. Finlayson—

Mr. MartiN: There is no such attempt. ; ‘

Mr. TUCKER: —in reference to the purpose of this bill, the advisability of
this bill and so on.

Mr. MarTiN: Why make that statement?
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The Cuamrman: Well, Mr. Finlayson, Mr. Tucker has some questions to
ask you.

Mr. G. D. FinuaysoN, Superintendent of Insurance re-called.

The Wirness: Mr., Chairman and gentlemen, might I first make a correc-
tion in some figures that I gave to the committee on section 1 at the last session.
I was asked the amount of capital that this company had at the end of 1932
just before the control was acquired by the Household Finance Corporation.
I think I said that I thought it was about $200,000. I find that the subscribed
capital at the end of 1932 was $252,500, of which $141,850 was paid. That is
all T have to say, I think, with what I said last day, on section 1. I am prepared
to answer any questions that I can answer which any member desires to put
to me.

The Cuarrman: Mr. Tucker, you may proceed.

By Mr. Tucker:

Q. Mr. Finlayson, the suggestion has been made that parliament has
accepted the principle of two per cent interest a month, and I want to direct some
questions in regard to that.

Mr. Creaver: Mr. Chairman, I object.

Mr. Vien: On a question of order, Mr. Chairman—

Mr. Creaver: I am speaking on a point of order.

Mr. Viex: All right.

Mr. CLeaver: I suggest with deference that we are not going to get any-
where if, after all this discussion that has taken place, Mr. Tucker now starts
to discuss section 3.

Mr. MARTIN: Yes.

Mr. CLeaver: And to direct questions to the witness with regard to sec-
tion 3. That is just what he was objecting to a few minutes ago. We are now
on section 1. I do submit and urge that the question should be directed to
section 1 and not to section 3.

The Cuamman: Certainly. That would seem to be a businesslike way of
procedure, Mr. Tucker.

Mr. Tucker: Mr. Chairman, Mr. Finlayson has given evidence as to the
desirability of the whole bill and I just wish to ask a very few questions in regard
to that matter. :

Mr. Epwarps: Can we not come under the proper section? We are wasting
a lot of time.

Mr. Tucker: As a matter of fact, Mr. Chairman, it comes down to this:
If we are going to have to examine Mr. Finlayson and each ofﬁqer of the com-
pany piecemeal on each section, it will take us twice as long as if we examined
Mr. Finlayson on the bill as a whole and got through with it. If the mgmb_ers
of this committee are going to insist that there is to be a separate examination
on every section, then of course we will have to divide up the examination
accordingly. But I would suggest that it will take a good deal more time to
examine Mr. Finlayson seven or eight times.

Mr. CLeaver: Why not consent now to the amendment of section 3?

Mr. Vien: That is what we are asking.

The CramrMAN: Coming to the discussion, we are on clause 1.
Mr. Cueaver: Stay with clause 1.

The CuammaN: Yes, please stay with clause 1.
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Mr. TuckEer: I just wish to ask some questions on clause 1.

Mr. Vienx: All right.

Mr. Tucker: We are on clause 1, and our examination is supposed, I under-
stand, Mr. Chairman, to be restricted to examining Mr. Finlayson on clause 1,
that we are not to be permitted to ask him questions in regard to statements he
made the other day. Is that your ruling?

Mr. Viex: Exactly.

Mr. Tucker: I would like to know that before we start. Mr. Finlayson
made certain statements the other day and we are not to be permitted to ask

questions about them; but we are to be restricted to anything arising out of
clause 1. Is that your ruling, Mr. Chairman?

The CHairman: That is my ruling.
Mr. Tucker: 1 see.

By Mr. Tucker:

Q. I would like to ask Mr. Finlayson in regard to that if he thinks that, by
this company being given the same name as a foreign company and having that
company controlled entirely in the United States, it is in the interests of develop-
ment along those lines in Canada?—A. All I can say to that, Mr. Chairman and
gentlemen, is that I can see no objection to it. The change of name will not
prevent or facilitate the flow of money into Canada from the United States.
Apparently that money is going to come anyway, whether we change the name
or not. The only suggestion I would have to make, as I have made, is that for
the purpose of distinguishing the legal entities this name be made “ The House-
hold Finance Corporation of Canada.” Then the two can be distinguished.

Mr. WaLker: That was carried on page 7.

Mr. Martin: Of course, this motion has been carried.

The CramrMAN: What is your pleasure in regard to clause 1?

Mr. MartiN: That has been carried, I think.

The Cramrman: Clause 1?

Mr. MarTin: No, this particular clause w1th regard to the name. It was
up the other day.

Hon. Mr, Stevexs: No, no.
Mr. MarTin: I may be wrong.
The CramrMaN: The preamble alone is carried.

The Wirness: I do not think any section is carried. The change I sug-
gested I think was accepted by the company.

The CHAIRMAN: Yes.

l’ll‘he WirNess: And no objection was voiced in the committee, so far as 1
reca

Mr. MarTiN: Yes.

Hon. Mr. Stevexs: Mr. Chairman, according to the decision at the last
meeting, reading from the minutes, I notice: “ The officers of the Central Finance
Corporation be now called to give evidence.” I presume if you are going to pro-
ceed in this way we will have to ask that they be called now.

The Cuammax: If Mr. Finlayson is finished. Are you finished?

Hon. Mr. Stevens: I thought he was.

The Wirness: I am quite through with section 1, unless there are further
questions.

Hon. Mr. Stevens: That is what I understood him to say. I think we
should call the president of the company.

[Mr. G. D. Finlayson.]

il i s
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Mr. Cueaver: On section 1.

Hon. Mr. Stevens: I would suggest that we swear the president as a wit-
ness, and proceed with the examination. I would like to ask some questions
on section 1, so I would suggest that the witness be sworn.

Mr. Vien: Mr. Reid is vice-president and general manager.

Arraur P. Rem, called and sworn.

By Mr. Donnelly:
Q. What is your position, Mr. Reid?—A. Vice-president, Central Finance
Corporation.
Mr. FinvavsoN: And general manager?
The Wirxess: Yes.

By Mr. Martin:
Q. You are a Canadian, are you, Mr. Reid?—A. Yes.

By Hon. Mr. Stevens:

Q. Mr. Reid, who is president of the company?—A. Mr. B. E. Henderson.

Q. Is Mr. Henderson here?—A. No.

Q. He is where—in Chicago?—A. Mr. Henderson is, I believe, at the present
time, on a vacation in Mexico. He had a breakdown.

Q. He is not available?—A. No.

Q. That is quite all right. T just wanted to make sure of that.?—A. Yes.

. Q. We are on section 1 of this bill, Mr. Reid. In that you are asking par-
liament to change the name from the Central Finance Corporation to House-
hold Finance Corporation. I am presuming—and will you state, please, if
I am correct—that the Household Finance Corporation name is being adopt,ed
because you are largely financed now by the Household Finance Corporation
of the United States?—A. We are a wholly-owned subsidiary, except for direc-
tors’ qualifying shares. As you are familiar, the Loan Companies Act requires
that the majority of the directors be Canadians, resident in Canada, and that
they shall each hold in their own right twenty-five shares of stock. ;

Q. Yes?-—A. Except for the 125 shares which are owned by the ﬁve_dlrec-
tors, the entire capital stock of the company is owned by the Household Finance
Corporation. § ; :

Q. I notice in the reports of the company that this is $2,500 each director
has subscribed?—A. That is quite right—subscribed and paid for.

Q. And paid for?—A. Yes. \ ;

Q. And the Household Finance Corporation of the United States is the
owner of, less the amount of qualifying shares, $475,000 worth of the stock
of this company?—A. Yes, $500,000, less $12,500 worth of stock to the directors.

Q. Yes, and they subscribed that in 1933?—A. All except $25,900 worth
of stock which was recently subscribed to complete the paid up capital.

- Q. Yes, and that has continued down to the present. The business of
the Central Finance Corporation has grown very materially during the past
five years—A. Quite so. '

Q. I would like you to agree, if you will, with the date that I shall suggest
in that respect. Outstanding loans in 1932—that is, at the end of December—
was $448,000. Is that correct?—A. Yes. I have not those figures right here,
but they are substantially correct.

Q. I have the exact figures—$448,843.88.

Mr. WaLker: Might we know what Mr. Stevens is reading from, so that
we can follow it?
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Hon. Mr. Stevens: Well, I am reading from my own compilation. If you
would prefer, of course, I can read from the report.

The Wirness: I think those figures are substantially correct.
Hon. Mr. Stevens: I will read from the report, if it is going to be questioned.
Mr. WaLker: No, Mr. Stevens, I had no such intention.

By Mr. Stevens:

Q. I am reading from page 25 of the report of the superintendent of insur-
ance on loans and trust companies of December 31, 1932.—A. I have that now;
those figures are correct.

Q. I notice for loans on endorsed promissory notes, $448,843.88; is that
correct?—A. That is correct.

Q. Then I notice, without going into too much detail, the next year it about
doubled, and the next year it doubled and in 1935 it increased to over $2,000,000
and in 1936 it increased to $3,115,033.28. Is that correct?—A. Yes.

Q. That is a very substantial inerease, you will admit?—A. Yes.

Q. In the next place, I notice that you borrowed or you were working on
borrowed capital, if I may use that term, and in 1932 this borrowed capital
amounted to $288,000; again, if I must be absolutely accurate, I will be.—A.
That is quite correct.

Q. $288,0007—A. Yes.

Q. That was borrowed from the company?—A. That is right.

Q. I notice in the next year your reports show that you had borrowed
$349,880.71 and the expression used is “from a financial corporation.”—A. Yes,
that is correct; from the parent company.

Q. I was going to ask that question; that is the Household Finance Cor-
poration of the United States?—A. Yes.

Q. Then I notice that the borrowings have increased until in 1936 they
amount to $2,105,116.267—A. Yes, sir.

Q. And just for the sake of accuracy, you will agree that in each of the
years all of the money expressed as borrowed money was from the one source,
the Household Finance Corporation?—A. Quite so.

Q. I further notice that the interest paid to the parent company, other
than, of course, the interest to the bank, in 1931 and 1932 and subsequent to
that varied—

Mr. MarTin: May I ask you to follow that, interest to what banks?

Hon. Mr. Stevens: I was ignoring bank interest, because it only goes in
the bank the first year, and I think you can ignore that.

By Hon. Mr. Stevens:

Q. But the interest paid to the parent company for the borrowings, accord-
ing to the statements issued in 1933, 1934, 1935 and 1936, averaged around 5
per cent or a little less. Is that correct?—A. No, sir. That is hardly correct.
No interest has been sent outside of Canada at all. It has been purely a book-
keeping entry. It has been simply added to the book debt by Central to House-
hold. There has been no interest transferred at all since Household came into
this country. Neither dividends nor interest have gone out of the country.

Q. There was a credit in some form on your books?—A. Yes, just as a
book-keeping entry.

Q. I was coming to that phase of it a little later, but this is a good place to
put it in. I notice that amount of interest was charged in your account?—A. Yes.

Q. And it appears in your statement?—A. Yes.

Mr. Lawson: On borrowed money?

Hon. Mr. Stevens: Yes.

Mr. Lawson: At what rate?
[Mr. Arthur P. Reid.]
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Hon. Mr. SteveNs: It varies.

The Wirness: No, sir. I would say 7 per cent. It is calculated at 7 per
cent, although as I say, it has not been paid out.

By Hon. Mr. Stevens:

Q. I was taking the total as the only way I could come at it.—A. Yes.

Q. I notice that the total interest paid in those five years, or not paid, but
charged,— —A. Charged.

Q. On your books?—A. Yes. i

Q. Was $266,150.83. Can you verify that?—A. I could be adding it up.

Q. Well, I have it before me—A. It appears in this statement.

Q. I have added it myself. We could give the figures for each year, and
perhaps you could check them that way. 1932, $26,255.81.—A. That interest
for 1932 is not paid to the parent company. That was paid to the banks.

. That was paid actually to the banks?—A. Yes.
That is what I presumed. In 1933 it was $6,323.35.—A. Yes.
. Is that right?—A. That is quite right.
.In 1934, it was $50,0007—A. Yes.
. And in 1935, it was $77,070.94; is that right?—A. $77,121.88. v
. In 1936, it was $116,506.73?—A. Yes. :
. Therefore, after deducting $26,000 paid to the bank in 1932, it totals
$239,895.02 having been charged up in your books as interest and credited to the
parent company; is that correct?—A. Assuming those mathematics are correct,
I would say so—$249,896.02.
Mr. Warker: There is a difference of a dollar there.
The Witness: $249,896.02.

OOOOOOL

By Hon. Mr. Stevens:
.. Q. $249,896.02 is right. Now, this is borrowed capital. Did you borrow
1t in cash from the head office?—A. Yes.
Q. All of it?—A. Yes.

Q. How does it come that, for instance in 1933, you borrowed in cash
from a company in the United States $349,880.71?—A. I suppose the exchange
rate might have had something to do with that, adjustment of exchange, the
price they would pay for the Canadian dollars. It is quite possible that our
bank account would be credited in this sense—if they sent over a check for
$1Q0,00Q, the American dollars would be converted into Canadian dollars here.
It is quite possible that would account for it.

Q. That would be the explanation?—A. I would think so, yes.

i 1Q. There is no question of this, that it is a cash investment?—A. Abso-
utely.

Q. By the parent company?—A. Absolutely.

- Q. All of it?—A. Absolutely; every cent of it. ] §

Q. Now, the increase in the amount borrowed is $1,000,000; that is, taking
$2,105,000, and deducting from that $2,105,116.26 which is shown in your
statement of 1936, that $288,000 borrowed from the bank, it leaves $1,817,000
in round figures which is the borrowings from the parent company. Do you
verify that?—A. Why deduct the bank borrowings?

Q. Well, I just deducted that because in other words you paid that off.—
A. Yes. The Houschold carry that. They bought assets and liabilities.

Q. Your borrowings are $2,105,116.26?—A. That is correct

Q: By the way, first let me refer you once more to the increase in the
notes which seem to be the main business of the company. Loans on endorsed
promissory notes is the way it reads, increased from $448,843.88 in 1932 to
$3,115,033.28 in 1936; that is in the last four years, described as loans on

instalment notes receivable. That is correct, is it not?—A. Yes.
35543—2 ]
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Q. Your increase of capital was $333,000 in that period. Do you agree with
that? There may be some odd dollars, but the round figures are $333,000.—
A. Tt is just a matter of subtraction, the difference between those two figures.
I am assuming your figures are correct.

Q. All right. Your borrowings were $2,105,000 and you have outstanding
loans increased to $2,667,000. That gives us a difference of about $250,000.
Where did that money come from that was invested in those instalment notes?
—A. The surplus that was aceruing from year to year.

Q. That was your surplus accumulating and reloaned in your business?—
A. Yes, quite so.

Q. Can you give us a statement or make a statement as to the total
amount of interest, if any, or dividends or any other bonuses or payments made
to the parent company, in the five years, if any?—A. None, sir, other than
interest which has been placed on the books as a book-keeping entry. No
dividend has been paid at all or no money has been transferred out of the
country by way of interest or dividend to the parent company or any other
way.

Q. You have, I presume, your arrangement with the Household Finance
Corporation of the United States regarding the revamping of this company,
if this bill passes and authority is given?—A. What do you mean by revamp-
ing? The Household Finance own this thing.

Hon. Mr. Stevexs: Mr. Chairman, I may seem to trespass into the next
paragraph, which I do not wish to do.

By Hon. Mr. Stevens:

Q. Let us put it this way: If this bill passes and the increased capital is
allowed, you must have some understanding with the parent company as
to what disposition is to be made of that, Mr. Reid?—A. Yes.

Q. Will you tell us what that is?—A. I will be very glad to. They will
simply convert their book debt into capital; that is to say, they will accept stock
in payment of the book debt.

Q. I notice you have a surplus in 1936, and it is the first time you erect this
reserve?—A. Yes.

Q. December 31, 1936, reserve fund, $300,000. That is, T presume, part of
your surplus?—A. That is right. ‘

Q. And you carry it to a reserve fund. That reserve fund plus the
borrowings you have made from the companies, plus any other reserve or surplus
that may show, will be then converted into capital stock. Is that the pro-
posal?—A. Well, I would not go so far as to say this reserve will completely
be transferred to capital stock. This a matter of policy. It is the intention
to convert the debt from Central to Household into stock, and to pay off that
debt by giving the parent company stock. How much farther that will go 1
do not know. .

Mr. CLeaver: Might I interrupt you, Mr. Stevens. I have a number of
questions, Mr. Chairman, which T myself would like to direct to the witness in
regard to section 2 of this bill, but I think the committee rather agreed with your
ruling that we would confine ourselves now to section 1.

The Cuairman: I think Mr. Stevens asked permission to deviate for a
minute or two. :

Hon. Mr. Stevens: As a matter of fact, Mr. Chairman, I merely referred to
the fact of the possible passing of this bill. That is the only place I touched
on section 2.

Mr. Creaver: All your questions have been directed to section 2, to the
proposed new capitalization of the company.

Hon. Mr. Stevens: That may be a matter of argument.

[Mr. Arthur P. Reid.] 4
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Mr. CLeavERr: I have some questions that I would like to ask on that.

Hon. Mr. Stevens: I will be through in a few minutes.

Mr. CLeaver: I do not want to go against the ruling of the Chair.

Hon, Mr. Stevens: Neither do I.

Mr. Creaver: We are now on section 1.

Hon. Mr. Stevens: I imagine there is a chairman here.

The CaAmMAN: Mr. Stevens is nearly in order.

Hon. Mr. Stevexs: And Mr. Chairman, I would invite you to call me to
order, if I stray.

The CuamrMaN: Too far.

Hon. Mr. Stevens: Frankly, I think the matter is extremely important ab
this point. I do not wish to enter into an argument, but in this section we are
doing something of major importance in this bill; that is, we are agreeing to this
company completely reconstructing its form.

Mzr. Creaver: In section 2.

Hon. Mr. Stevens: No.

The CrAmrMAN: Let him finish, please.

~Hon. Mr. Stevens: This is the Household Finance Corporation, of the
United States that is entering into this picture, and has entered into this picture;
and what I am getting at is this: What is the position with regard to this com-
pany and the parent company? I think we have a right to know.
Mr. Creaver: I want to know also.

Hon. Mr. Strvens: T would like to perhaps find it out in my rather stupid
way. I wish I had some experience in these matters; but I might be able to do
1t & little better if I were not interrupted so much.

Mr. Jacoss: I think you have had some experience.

Hon. Mr. Stevens: Now we are hearing from a master in Israel.

By Hon. Mr. Stevens:

Q. Now, Mr. Reid, in your statement for 1936, you had a reserve described
as a reserve for bad debts. Will you tell me how that reserve is built up, and
Just what enters into that $93,601.26?—A. It is a reserve built up from year to
year; and against that reserve are charged our losses for the year.

Q. Yes?—A. It has been built up so far on a basis acceptable to the Income
Tax Department.

P QN Please understand that I am not questioning your bona fides in it at all?
—A. No.

Q. I just want to know what it means?—A. We believe the reserve is
necessary because, as I think you will realize, we never know from day to day
what accounts are going to go sour to-morrow or next week. Even after we
pharge these accounts off that are apparently losses, absolutely hopeless, there
1s still an open account on our books—loans perhaps made the same day. They
may have an element of loss in them, and all we can do is build up that reserve
from year to year to a point where we feel it is adequate to protect us against
delinquencies and contingencies that might arise, and so on. In a very good
year, your percentage of loss may be low; but you do not know but what in six
months’ time you may be in some depression or you may be in some epidemic,
plague or hazard which would increase your losses considerably; and like any
other business having money—having receivables on its books, we have to pro-
vide a reserve for that.

Q. Now, we have this sum for bad debts at December 31, 1936 of $93,600
odd. That is, I take it from your last answer, what is left after taking care of

bad debts up to that date?—A. Apparent bad debts.
35543—23
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Q. Yes, apparent bad debts; that is, what remains?—A. That is correct.

Q. So that is a real reserve; I mean, it is an actual reserve?—A. Yes.

Q. That is invested, I suppose, in loans probably on this instalment plan?—
A. Quite so.

Q. It is not invested in any outside security?—A. No.

Q. I notice that you have transferred to bad debt accounts the following
figures; 1 will read these figures because I think it is probably desirable to get
them on the record. In 1932 there was transferred to the reserve for bad debts,
or there stood as a reserve for bad debts $9,280.03. In 1933, in December, there
was transferred to the reserve $9,500; is that right? It is on the front of that
sheet there, at the bottom of the page—A. Yes.

Q. And in 1934, $26,668.67 was transferred to bad debt reserves. Is that
correct?—A. That is right.

Q. In 1935, $14,692 was transferred to bad debt reserves?—A. Yes.

Q. And in 1936, $40,229.67?—A. Quite so.

Q. That makes a total of $100,370.37. Would the difference between $93,000
and the $100,000 represent the losses, or have you a statement showing the
actual losses for bad debts?—A. There have been recoveries too.

Q. I mean, recoveries.—A. As I explained to the committee at the previous
hearing, those figures are just a little bit misrepresentative for this reason, that
during the past two years we have bought four unregulated provincially in-
corporated companies who, for one reason or another, wanted to get out of
this business; and we bought their paper at a discount in some cases. Our
method of buymg the paper was that we simply appraised the accounts and
offered a certain price for them, just like you buy merchandise on a shelf;
and there were some accounts that were bought for 10 per cent or for noth'mg;
and as they were collected and they were recorded—they were taken on our
books as bad debts, and as they were collected, the income was credited to bad
debts recovered which tends to indicate that our losses were lower during that
period than they actually were. In other words, we did not encroach on our
reserves to the same extent which we would have done had we not purchased
those particular companies.

Q. Are bad debt recoveries credited to this account?—A. Yes, sir,

Q. They are all credited?—A. Yes. .

Q. 1II‘here is no question about that is there?—A. There is no question about
it at a

Q. Will you agree with this as to the amount of bad debt recoveries in
1932, that bad debt recoveries were $772.22?—A. Yes

Q. In 1933, it was $7,071.13?

Mr. MARTIN: The first one was $772, was it?

Hon. Mr. StevENS: $772.

The WirNess: $7,071.13.

By Hon. Mr. Stevens:
Q. And 1934, was $9,438.397—A. Yes.
Q. And in 1935 it was $13,671.45?
Mr. FiNnLAYsSoN: Page 36.
The WirNess: Thanks. $13,671.45.

By Hon. Mr. Stevens:

Q. In 1936 it was $16,525.48?—A. Yes.
Q. That makes a total of recoveries of bad debts of $47,478.67. You
agree with that?—A. Would you like me to add those as you go along? -

Q. I simply want you to agree to that. I think that is quite right?—A. Yes '

[Mr. Arthur P. Reid.]
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- Q. That is a very substantial recovery in these times of depression and
distress, Mr. Reid?—A. I would ask you to bear in mind the statement that I
have just made that a substantial part of that recovery resulted from the
purchase of other companies at a depreciated value.

Q. Have you any evidence to offer of the amount of that, or the extent of
that?—A. No, I have not, because it has all been grouped in together. From
an operating standpoint it does not matter to us very much.

Q. Well, can you give an estimate of what the amount was?—A. Oh, I
cquld; but after all, I am under oath here. I do not think I should be asked to
give an estimate on that. It would be a pure guess.

Q. Let me put it this way to you: $47,478 recoveries of bad debts in a
business of this character in these times is a very substantial recovery?—A. We
are a very efficient organization.

Q. I am glad to hear that. I have no doubt of it. From what I hear, you
are. But I ask you to agree or disagree with that statement?—A. Yes, sir;
{)f th'a% is all a result of recoveries from those bad debts written off, that would

€ right.

Q. You are unable to tell me what proportion is due to the companies you
bought?—A. T could guess at it, just as long as you are insisting that I guess.
I'may be out $5,000 one way or the other.

Q. Make an estimate?—A. I would say perhaps $25,000 or $30,000 had
resulted from recoveries from these companies we had purchased. Our actual
reserves would perhaps be reduced by that figure.

Q. Then if we add the recovery of bad debts, the $47,000, to the difference
between the $93,000 and the $100,000 that have been carried to the reserve
over that period, that is $7,000, giving $54,500, roughly, that would represent
—the balance represents your losses in that period, or how can you show me
what the losses are in that period?>—A. I would say that would be a reasonably
accurate way of calculating that.

Q. Will you admit this, that this demonstrates that your business during
the past five years has not been an unduly risky business?—A. No, sir. T will
not admit that. I will admit that we have got our losses down, because as

say we are a very efficient organization. But we have kept the losses down
by employing a large number of people and by collecting accounts in our own
way, by educating people to budget, by helping them to find jobs in many cases,
by helping them to manage their whole business better and in divers ways we
have helped them to help themselves pay.

Q. All right. T am going to put the question to you again—A. And that
has cost money.

Q. Having in view your high efficiency, and giving you full credit for it,
You will admit that the losses indicated by your company show that this is not
an unduly risky business?—A. I think that is quite hypothetical. It may be
very risky under certain circumstances.

Q. Any business is risky with bad management?—A. Yes, or even with
mediocre management or ordinary management.

Q. But you have good management?—A. I am not particularly good at all,
but we have the benefit of six years’ experience. Our parent company has
been in this business for sixty years.

Q. In its present form?—A. Yes, very much in its present form.

Q. Well, the laws have changed a lot.—A. Well, but the principle is the
Same—the same class of business.

Q. It might not be good to go back too far into the history of some of
these loan companies, so we will not go into that.

Mr. Martin: I think we ought to.
Hon. Mr. Stevexs: I will go back as far as you like.
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Mr. Martin: In the case of this company, I think you ought to go back
to the heginning.

Hon. Mr. Stevens: I will ask that question.

Mr. Viex: But is that remark a fair one?

Hon. Mr. Stevens: What?
~ Mr. Viex: That we should not go very far back because of something
improper.

Hon. Mr. Stevens: I never said anything of the kind.

Mr. Vien: Well—

Hon. Mr. Stevens: Do not be too sensitive.

Mr. Viex: I am not sensitive. I am trying to be sensible.

Mr. Jacoss: Are you succeeding? That is the point.

Hon. Mr. Stevens: I will not pass any judgment on that.

By Hon. Mr. Stevens:

Q. When you make a loan, Mr. Reid, or when the Household Finance Cor-
poration under their system make a loan, we will say of $300 or less, what is the
practice? What is the procedure?—A. Well, the procedure is hardly standard,
Mr. Stevens, in any two cases. We are dealing with humans.

Q. Yes, that is so.—A. The human equation enters into each particular loan
application; an approach to one applicant might be good, yet would be an
entirely wrong one with another. I can give you a general idea of our procedure,
if that is what you are seeking.

Q. Yes.

- Mr. WaLker: Did Mr. Stevens intend to use the name Household, or did you
want the witness to confine his answer to the company that he manages?

Hon. Mr. Stevens: That is a very proper interjection. The company that
he manages, of course. The word Household came to my mind simply because
we are on that subject of changing the name, '

The Wirness: That is one of the reasons we want our name changed,
because it is very often referred to as Household, even by our own employees.

By Hon. Mr. Stevens:

Q. Yes. I quite agree that the correction is right. Central Finance Cor-
poration is what I am referring to. When you make a loan of $300 you have
the individual sign a note?—A. Not immediately, no sir. An applicant comes
in—perhaps I had better—

Q. Or a series of notes, I should have said—A. No.

Q. No?—A. Do you want me to tell you the procedure of making these
loans?

Q. Surely, that is exactly what I want.—A. That is one of the last things
that is done. An applicant comes to our office and makes known the fact that
he wants to borrow money. At that time he is not asked to sign anything. He
signs nothing until he actually gets his cash. He is asked questions by us at the
time as to what he wants the money for. He tells us where he works, what his
income is. If he is not in too big a hurry he might stay and tell us how many
children he has in his family, whether or not he owns his own house and so on.
He gives a complete list of his debts. We want to know that. We want to get
the facts. We want to know that the money is going to be used for a sound
purpose, that he is a good citizen. We are interested in knowing how long he
has been in his present residence and so on; whether or not there is a likelihood
of our getting our money back if we put it out, and whether or not that loan
is going to be for his own good. At that particular time we might discover that

[Mr. Arthur P. Reid.] y
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his debts are so top-heavy that we could not economically make him a loan
sufficient to retire all those debts; that is to say, his paying capacity would not
enable him to meet the monthly payments which would be involved in liquidating
all those debts. In many of these cases we have to work out a budget with
him, and determine just how much each month he can afford to set aside for the
retirement of those debts. Frequently we have to go to his tradesmen and other
creditors and try to arrange a compromise with them or settlement of some sort
whereby he will advance to them each twenty-five or fifty cents on the dollar,
and they will stand down and wait for three, six, nine or ten months for some
more. A lot of details of that sort have to be gone into. But having determined
that the applicant is able to make monthly payments of a certain figure and that
h_e needs the money for some worthy purpose, then we arrange to have an out-
side representative as we term him go to the home and make an evaluation of
the household furniture, and generally discuss that transaction with the wife.
,I would like to point out right now that practically all our loans are made on
the signature of the hushand and wife. The only security we have is a chattel
mortgage on the household furniture. We do not take endorsements nor do we
take any other type of security. We do not take stocks, bonds, or real estate,
or anything like that.” We just take the household furniture. In other words,
we are interested in that home as a business concern. The duty of that outside
man is to visit the home, as I say, I should like to explain here that in some
towns and cities, such as the City of Kitchener—we do business in Stratford,
which is about thirty-five miles away; Elora, about the same distance; Guelph,
fourteen miles; Galt, Saint Mary’s and so on—all those towns within a radius of
forty miles. Our man has to go out to their homes, and these people get just
as good service from our Kitchener office as if they were in the place of our home
office. That involves expense. That is service our borrowers want and they are
willing to pay for it. He might make one trip to one of these homes and find
nobody home. He might have to go back two or three times before he finds them
in. His job is to bring back to the manager a complete picture of that home. We
are interested not only in knowing not only what the furniture is worth or what it
would likely bring at an auction sale, but we are particularly interested in know-
ing the way that home is being run, whether it is being run on a businesslike
basis, whether the people are stable, whether there is evidence of proper home
management, whether that home is on the verge of break-up, whether there is
evidence of domestic discord or whether the husband and wife are pulling together
and the home is really a going concern, and that the money that we are going to
but out is going to be used for some sound purpose.
Q. And if there was evidence of discord, you would not make the loan?—
A. T would not say that. It would depend on the degree. As I say, there is
no hard and fast rule; but we want to know the facts anyway, and we are inter-
ested in such things, for instance—you might be surprised at this—as to whether
the children in that home look neat and tidy, whether there is evidence of sick-
ness or impending sickness. Perhaps the wife or hushand when they come to
the office do not disclose to us that the wife may be going into the hospital
- for childbirth in a few months. Those things are very important to us. We
want to know if there is any likelihood of an emergency arising that will per-
haps make it difficult for them to pay their debt. We want to know how long
that man has lived in that neighbourhood, whether he is the man that he said
he was when he came to the office. We examine some of his receipts to satisfy
ourselves that he has been paying his rent regularly. Perhaps he will show us
receipts establishing ownership of his furniture. As I say, we are just genuinely
nterested in that; and T think you will agree with me we have been busy, when
I tell you in the past four years, having made loans in excess of $15,000,000,
we have not touched a single stick of furniture in the homes of any of our bor-
rowers; we have never written a bailiff’s letter or threatened to send the bailiffs
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around or anything like that, nor have we had recourse to the courts in suing
shese people. We have not garnisheed a single account. But that does not
necessarily say that all these people are prime risks and that there is no hazard
in the business. I can explain that in this way, that in order to protect these
people and give them the services they are seeking, we employ a tremendous
number of men, and we go to a great deal of expense. There 1s a tremendous
amount of detail involved in providing that service.
Q. Now, will you get to the making of this loan, please?

Mr. MarTin: You might ask him what he does in the case of an unfor-
tunate individual like myself who is not married.

Hon. Mr. Stevens: Well, you are out of luck.

The Wirness: No. We irequently have cases where men will come to
us and say, “I do not want my wife to know.” You have already heard of
a similar case to that. We knew that was not ours, because we would not make
a loan of that kind. We call that a confidential loan. We will not make this
loan unless the husband and wife actually come into the office and have the
transaction explained to them and accept the cash together. That means both
come into the office, except in the odd case where one of them is sick and cannot.
Then if we are satisfied with the bona fides of the transaction, we will perhaps
take the signature in the home. of one of them. That application comes back
to the office, and if the outside representative thinks there is a good likelihood
of the loan being made, he will tell the applicant to call at the office on a certain
date. The applicant and his wife come back to the office, and the manager
goes over this report that has been prepared by the outside representative and
checks up with the applicant on certain features of that report, asks them about
certain dates or certain things that look a little bit out of order, or generally
asks them questions that the application suggests. And having determined to
make the loan, a chattel mortgage and note are prepared and explained. We
make it a rule that the manager is the only one who can pay out that money
to the customer. He must actually take the cash in to the customer and explain
the transaction in detail, and say, “ Mr. and Mrs. Jones, you realize you are
signing a note for so much money; you are signing a chattel mortgage on your
furniture for so much money. You have told us that you are paid on a certain
date each month and have suggested yvou would like to make your payments
on a certain date that will harmonize with your pay day. Is that right? You
are called upon by signing this paper to pay so much on that particular date
each month. You understand that?” And generally that transaction is explained,
and in the presence of another witness. The manager, before he takes the signa-
ture, brings in another witness, so that in no case can a customer say he has
gone out and did not know what the charge is, what the loan is costing in dollars
and cents. The maximum rate per cent is definitely marked in the note. When
we say that rate is charged, the cost of this loan does not exceed 2% per cent
per month. That is in accordance with the terms of the Loan Companies Act.
We are not obliged to put that in the notes, but we do. We will go this far,
to say that we believe that the cost of the loan should, if necessary, be expressed
in such shocking terms that the borrower will be shocked out of borrowing—
if necessary; that he shall only borrow for some real emergency. That is about
all we can do. We explain the transaction and let him know what that loan
is costing him. If other services are available and he can borrow money more
cheaply or under terms that suit his convenience better, he is a free man and
has a right to go there, and it may be economically—

Q. Would you please come to the point of making this loan of $300 that I
suggested?—A. Well, T think that just about completes the transaction; what
I mean, he is given the money and has signed the papers.

[Mr. Arthur P. Reid.]
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Q. You ask the individual to sign a note or a series of notes?—A. No; one
note calling for instalment payments.

Q. One note calling for instalment payments?—A. Yes.

Q. And sign a chattel mortgage as security, whatever it may be?—A. Yes,
that is rigtht.

Q. That note that he signs, if it is a loan for $300, will be for the full amount
of $300?—A. That is our present system, yes.

Q. Then you will hand him the cash to what amount?—A. Roughly, $37
will be taken off that, $263; $267. $34 off—$266. That is our present system.
We get away from this discount system under this new plan.

Q. He has got a year to pay that at $25 a month?—A. Yes.

Q. Suppose he comes in in a month or two and pays it all off. What do you
do then?—A. We accept the payment and under the present plan—the present
plan, Mr. Stevens, permits of something we are trying to cure in this new bill
on that per cent per month rate. It permits a bonus of three months interest
on prepayment. You will recall under our charter powers, the cost of that loan
18 built up under 7 per cent interest, discount and service charges of 2 per cent
and a special chattel mortgage fee. There is provision made in there whereby
we will take payment in advance and require the borrower to pay and rebate
to the borrower 7 per cent interest unearned less bonus of three months.

Q. Well, your charter says this, that you may “lend money secured by
assignment of choses-in-action, chattel mortgages or such other evidence of
indebtedness as the company may require, and may charge interest thereon at
the rate of not more than 7 per cent per annum and may deduct such interest in
advance and provide for repayment in weekly, monthly, or other uniform pay-
ments: Provided that the borrower shall have the right to repay the loan at any
time before the due date and, on such repayment being made, to receive a refund
of such portion of the interest paid in advance as has not been earned, except
& sum equal to the interest for three months.”—A. That, as I say, is what the
act permits. That is not our policy.

Q. It is not what the act permits. It is what the act says you shall do.—A.
If we want to be more charitable to our borrowers, surely nobody is going to
complain.

_ Q. But are you always more charitable?—A. We are trying to do what we
think is fair. We are trying to be equable, not charitable. .

Q. Well, I have got a case here, a loan made by your corporation of $300
and it was repaid in full and was marked on the book in two months, at the
end of two months. The loan was made on April 15—A. What year?

Q. 1934.—A. 1934? Our policy has been changed completely since then.

Q. This is an actual case. This is one of your books.—A. Even that was
within the terms of this act.

Q. The law was the same.—A. I say we have changed our policy.

Q. T am not concerned with your policy. I am concerned about the law.—
A. Quite so. :

Q. This was in 1934, and the law that set the rate was passed in 1929.  The
man paid $25 in the first month. On May 15 it is stamped paid; and then on
June 14th he came in and paid the whole loan. The law says that you shall
refund such portion of the interest paid in advance. There was a deduction in
this case; so I am informed, of about $50. I have not got the actual figures here.
—A. What was the size of the loan?

Q. $300.—A. No, it could not be.

Q. Well, T am not in any position to say.—A. $37 would be the maxi-
mum of deduction.

Q. $37?7—A. Yes.

Q. Well, there was a deduction, anyway. Then when he paid this loan
Up, you show on the slip, principal of $260.56; interest, $14.44; total, $275.
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So that it would appear as if—you can probably explain this—you had charged
this man interest instead of rebating interest?—A. I do not think so.

Q. I am just asking you to explain it?—A. Yes.

Q). Because it is there shown (indicating to witness) added to the principal
sum.—A. Mr. Stevens, it is pretty difficult to explain that from this book.
I would want to examine the records. I would be glad to give you the records
later.

Mr. Creaver: Do I understand you correctly, Mr. Stevens, that the total
amount paid on principal before the final payment was only $25?

Hon. Mr. Stevens: It would appear that way.

Mr. Creaver: Then there was obviously more than $260 owing if the
note was $300.

The Witness: Yes. He only made a $25 payment. Therefore the difference
between $300 and $25 would be $275, whichever way you arrive at it,

By Hon. Mr. Stevens:

Q. All of the charges in the borrowing charges, known as the aggregate
charges, were included and charged this man although he only had the money
for two months. That is correct, is it not?—A. No. Less—I would say he got
a rebate back of $14.14.

Q. That $14.14 is not deducted; it is added.—A. If you will look over my
shoulder I think you will see where I mean. He made a payment of $25.

Q. Yes—A. Reducing his balance to $275, which he pays now.

Q. Yes.—A. But he only gives him cash of $260.56; the difference between
$275 and the $260.56 which he paid in cash was his rebate of $14.14. But all
he paid was $275.

Q. Yes. he paid $275.—A. Less the rebate.

Q. My instructions are he paid you $275, which would show that he got
no rebate at all—A. I would strenuously deny that, because I know that is so-
contrary to our policy. That booklet is for recording past due interest, and it is
apparent there was no delinquency there.

Q. There was no delinquency.

Mr. Cueaver: Might I ask, for the purposes of the record, that that book
be marked as an exhibit?

The Wirness: Yes. | I would like very much to have an opportunity to pro-
vide you gentlemen with the actual information.

Mr. FiNvayson: Was it an Ottawa loan?
The Wirness: Yes. 1 can very readily get the information for you.

By Hon. Mr. Stevens:

Q. I used this merely to try to get at your methods.—A. Yes.

Q. And 1t does not disclose—here is the point I am making—that you
observed the terms of your charter where it says you shall give him a refund?
—A. I think you will find that that $14 would perhaps represent—if he had
had the loan two months, he would only become eligible for a rebate of seven
months—seven-twelfths, not of $37 but of $21 that he originally paid. Seven-
twelfths of the $21 I think would come pretty close to that $14, would it not?

Mr. Lawsox: Yes, it would.

The CuHARMAN: Mr. Stevens, Mr. Cleaver has asked if that document
could be marked as an exhibit.

Hon. Mr. Stevexs: Well, I will tell you—

The Wirness: If anything, it would be less than $14.

Mr. FiNnvaysoN: Yes.
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The WiTnEss: Seven-twelfths of $21 is $147 divided by 12, so it is $12.25.
So if we give him $14, perhaps we erred on the wrong side and gave him too
much. I would like to explain here that that is exactly why Mr. Finlayson
has asked us to come before parliament and have this act amended, because
of these various ambiguities, and because of the fact that the borrower does
not know from month to month exactly what it is going to cost, and there are
certain inequitable features which arise in a discount plan like that, with a
bonus of the interest or rather with a ridiculous rebate clause. We object to
it, and we have changed our policy to make our operations more equitable.
Even although we are perfectly entitled, we think, to figure rebates on this
basis, our method of doing that mow is this, that we figure interest at 24 per
cent; that is the total cost of the loan. We take it on that $300 loan and we
deduct $34—$33 now instead of $34. We reduced our charges there; and
instead of colleeting or charging the full $10 fee that would be permissible—

Mr. FiNnLAYsoN: You mean to say instead of $37.

The WirNess: $34 instead of $37. That is right. We are only charging
a maximum of $7 fee. Out of that $34 we rebate to the customer when he pre-
pays, everything in excess of interest calculated at 24 per cent for the actual
days and for the actual money he has had the use of. In other words, if he
comes back to-morrow after getting the loan to-day, we charge him one day’s
interest on the actual cash that he had, $266 at the rate of 24 per cent a month;
and we give him back over and above that what is held back as discount.

By Hon. My. Stevens:

Q. Do you mean to tell me that in this case, for instance, you rebated to
the man the charges?—A. Not at all. I say that was in 1934. We have changed
our policy.

Q. When did you change your policy?—A. We have made certain changes.
We made some last September, and we made some in December, the 1st of
December. We are trying to get this thing to conform to Mr. Finlayson’s desire
as closely as we can.

Mr. WaLkER: Mr. Finlayson did not ask you to do that.

The Wirness: No, Mr. Finlayson did not ask us to do that. It is a matter
of equity. Do not misunderstand me. I do not assume in this thing to put a
}}alp around my head or to be pure—righteous or philanthropic. We consider
it is common-sense business practice to be fair with our customers. At the
same time we expect to make a little money. We are not in business for any-
thing except, that.

Mr. Fixvayson: Perhaps 1 should explain for Mr. Stevens’ information,
that that 21 per cent clause we have been talking about came into force just
a month after this transaction took place. There was no suggestion of 24 per
cent at the time this loan was repaid. The 2% per cent came into force later.

Mr. MartiN: What loan are you referring to now?

_ Mr. Finvavson: This particular loan; the 25 per cent amendment came
nto force on July 3, 1934.

The Wrrness: 1 would like to explain that in the present set-up which
We are trying to change now, we would be entitled to charge for a loan of $100
Paid off at the end of three months—we would be entitled to collect $8.15 as
the cost for that service; and that with this 2 per cent flat rate we are seeking
now by way of his amendment, that cost would be reduced to $3.98. So by
killing this amendment, you are simply saying to us, “Charge $8.15 instead of
$3.98 for that loan.”
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By Hon. Mr, Stevens:

Q. We will take your amendment when we come to it—A. I think it is
very important at this time when you are considering information on a certain
loan.

Mr. Martin: I think we should decide about this document. There might
be certain conclusions drawn from this particular transaction, and I do think
that unless there is some exceptional reason to the contrary, this particular
document should be put in as an exhibit.

The WiTNEss: Yes.

Mr. Lawsox: It has to be, once it is introduced in evidence. There is no
contest about that, is there?

Hon. Mr. Stevens: Well, it is not a court, my dear friend.

The Wirxess: Noj; but I think Mr. Stevens, that that ought to be put in.

Hon. Mr. StevENs: I am not objecting.

The WirNess: To give us an opportunity.

Hon. Mr. Stevens: But I am objecting to the suggestion that we have got
to follow court rules in committees of parliament, which we fortunately do not
have to do.

Mr. LawsonN: I say unfortunately.

Mr. CLeaveEr: We should not introduce any material into this discussion or
into this evidence that we are not prepared to put on the table.

Hon. Mr. Stevens: My dear friend is getting excited. I have not refused
to put it on the table. What I say— :

Mr. CLeavER: You are a long time doing it.

Hon. Mr. Stevexs: Mr. Chairman, I do think these interruptions might be
avoided, because there are always retorts to that kind of remark, Mr. Cleaver;
other people can be smart just as well as you can. I was going to suggest to
the committee, Mr. Chairman, that this is a loan that was made to a private
individual, and while I have his consent to disclose his name if necessary,
naturally he does not want to be the one individual who will be pitted up
against a great corporation, and I do not blame him for that. I would prefer
not, to disclose his name. But as for filing this ag an exhibit for the company
to see it, I have no objection at all. My reason for introducing it—I think Mr.
Reid will recognize that I have not accused him of anything at all—

The WrrNess: Oh, no.

Hon. Mr. Stevens: I have simply asked him to explain a typical case.

The Wrirness: I have tried to satisfy you.

Hon. Mr. Stevens: I think Mr. Reid has made a very fine explanation, and
I am not complaining.

The Wirness: I would be very happy to present to the committee all the
details relative to it

Hon. Mr. Stevens: I do not see any reason for these impertinent inter-
ruptions. ’

Mr. Martin: I was not suggesting anything. I do not think the name
should be made publie.

Hon. Mr. Stevexs: I do not think so either.
Mr. Creaver: Mr. Chairman, I rise to a point of order. I submit with

deference to the Chair that it is not an impertinent interruption to ask that a

document which has been produced to a witness and on which he has been cross-
examined be marked as an exhibit in the regular way. I resent Mr. Stevens’
accusation of impertinence.

[Mr. Arthur P. Reid.]
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The Cuarman: Well, gentlemen, the document is now in the hands of the
secretary of the committee,

Mr. Lawson: Mr. Chairman, might I suggest that it be marked as an
exhibit, and that you as chairman direct that it be not printed in the record of
the proceedings.

The CmatrmAN: Is that the pleasure of the committee?

Some Hon. MemBers: Carried.

By Hon. Mr. Stevens:

Q. Now, Mr. Reid, I do not wish to detain you longer than to go back to
the original point in this, namely, the change of the name to the Household
Finance Corporation. Your business would not be interfered with or hampered
or harassed in any way were this change of name not to be made for say another
year?—A. No, that is quite true, Mr. Stevens. The only reason we are asking
for it now is because our act is open for amendment. We have considered
having the name changed for several years, and we have to go to the expense
gf i(;leking this amendment; it is hardly fair to ask us to come back again and

o that. s

Q. There are sometimes other reasons which unfortunately must override
private wishes—A. It is part of the cost of doing business. The borrowers
have to pay for it.
~ Q. In the second place, the statement that you have made or agreed to
In the examination this morning indicates that you have had no difficulty in
getting capital from the parent company and handling it in the way that you
have quite successfully and very efficiently; there is no difficulty in that respect?
—A. If you had a child, Mr. Stevens—Ilet me put this question to you—you
would spend some money on him trying to bring him up, would you not? Well,
that is exactly what Household has been doing with this company. They adopted
a baby and are trying to bring it up to maturity.

Q. They are trying to wean it now?—A. Not at all. In fact, far from
weaning it, they are just coming a little closer to it.

Q. Suppose you nurse it for one year more; that would not seriously inter-
fere with your business—A. No. We are not suggesting that it would. But
we believe that this is an opportune time to seek this particular amendment.

The Cmamman: Mr. Cleaver, did you have some questions?
Mr. Cueaver: No questions on-section 1.

Mzr. Durrus: Mr. Chairman, I would like to ask Mr. Reid a question. When
the borrower obtains his $300 and it is for the purpose of liquidating a series
of debts, do you see to it that that money is applied in payment of those debts,
or do you leave it to the customer to use his own judgment?

. The Wirness: The answer there would be yes and no. We have to use
discretion, take each case on its merits.

.dg’.[r. Durrus: If you had a suspicion, you would see that these debts are
pal

The Wirness: Yes, if we thought it was right to do that, if we thought
there was an element of doubt. But, after all, when you are loaning money
to people, you have got to take their word for some things. You are trusting
them with your money, and you have got to take their word for some things
Just as I am asking you gentlemen to take my word for some of the things
I am saying here. '

By Mr. Tucker:

Q. You made a statement about if this bill were killed and so on, the rate
would be very much higher. I just wish to ask you to tell the committee— —A.

f_alildon me; I do not think that is quite right. I did not say the rate would be
1gner.
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Q. Well, the record will show?—A. No, I did not say the rate would be

higher, Mr. Tucker. I said we would be legally justified in charging this borrower

for a $100 loan for three months $8.15 instead of $3.98 which he would pay on the __

new 2 per cent rate. That is a different story. I am not saying that we are
going to charge it, but we could if we wanted to.

Q. Then what I want to ask you is this: I understood in answer to Mr.
Stevens you said that from $300 you would deduct first of all 7 per cent in regard
to the interest?—A. Yes.

Q. Then you would deduct $6 in regard to the service charges.

Hon. Mr. Stevens: $21.

The Wirness: $21; 7 per cent.

By Mr. Tucker:

Q. $217—A. Yes.

Q. And $6 in regard to service charges and $10 in regard to drawing the
mortgage?—A. Our policy now is to deduct $7 as a maximum, not $10. We
could—we have a right to deduect $10 if we want to.

Q. Then $7 is your charge; that would add up to $34?—A. Yes.

Q. And then registration charges on the mortgage?—A. We have never

made any registration charge. We have a right to do that, but we are not
doing it.

Q. Do you register the mortgage?—A. Where we feel like registering it, yes.

Q. Do you make a practice of registering the mortgage?—A. It all depends.
We do not make a practice of doing anything. We use our own discretion.

Q. You must have a certain practice; you have thousands of loans out?—A.
Yes. We have thousands of different types of individuals, too.

Q. What is that?>—A. We have thousands of different types of individuals.
Where we do not register the mortgage, we take the added risk.

Q. How many loans did you have out, last year?—A. Did we have out or did
we make?
. How many loans did you make last year?—A. That is different.
. How many loans did you make?—A. 37,000.

. You have no idea?—A. No.
. It might have been 100, 200, 1,000 or— —A. Oh, well—

L0000

By Mr. Martin:
. Have you any idea of the percentage?—A. I can guess at it.

o

By Mr. Tucker:

. You are giving evidence under oath?—A. From an operating standpoint—
. Are you not the manager of the company?—A. Yes.

. And you came here to give evidence before this committee?—A. Yes.

. And the best you ecan do in regard to evidence like this is to guess?

Mr. Marrix: Oh, be fair.

The CualrMAN: Please be fair with the witness.

L0

Mr. Lawson: If T asked you right off the bat to state the principle involved '

in the Shelly case, could you give it to me?
Mr. Tucker: Yes.
Mr. Lawsox: Could you give me the rule in regard to perpetuity?
The Wrrness: From an operating standpoint, that is not pertinent to me.

Mr. Tucker: You can examine me in law after I get through, Mr, Lawson. 3

Mr. Lawson: Be fair to the witness.
[Mr. Arthur P. Reid.]

. All right. How many of those did you register?—A. I cannot tell you. %
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By Myr. Tucker:
Q. All right. -Give us your estimate?
10 per cent.
Q. Ten per cent?—A. Yes.
Q. You say in those 10 per cent you did not charge registration charges?—A.
Quite so.
Q. And you limit them to $7 in all cases?—A. I beg your pardon?

A. Yes, I can guess, and I will say

By Mr. Martin:
Q. In any case do you charge for registration?—A. In no case.

By Mr. Tucker:

Q. And in no case do you get these mortgages drawn outside of your office ?—
A. Yes, that is right.

Q. So that $7 you charged simply is extra remuneration from the loan?—
A. Just a minute. We do not colleet $7 on every loan. That is the maximum.

. Q. I am speaking about the $300 loan.—A. I know. But that is hardly
fair. One loan has to carry some of the burden of the other.

Q. The $300 loan I am asking you about where you have the chattel mort-
gage drawn— —A. Yes.

Q. —the actual disbursement; nine times out of ten then you actually
deduct $34 of which nothing is disbursed?—A. Not at all. I do not agree with
that at all. The whole $7 is disbursed.

Q. Who do you disburse that to?—A. We have offices. We are doing a
chattel mortgage loan business. :

Q. Your ordinary clerical staff?>—A. Yes; and they make these valuations
I have just explained to you.

Q. What T am getting at— —A. 1 want to answer that question.

Q. All right, go ahead—A. I have just explained to you that in some of
these cities—and in fact every place where we are operating, we will go within
a forty mile radius and visit these homes. That costs money.

Q. Yes?—A. That is all taken care of. That $7 fee is not for drawing
the chattel mortgage. It is for expenses incurred connected with the loan.

Q. All right—A. Tt is not chattel mortgage expense.

Q. We will come to your justification for charging that afterwards. What
I want to get at— —A. Personally I cannot see what it has to do with it.

Q. It has a very great deal to do with it.

The Cuamrman: Just a minute, Mr, Tucker. Mr. Walker would like to
ask a question.

Mr. WaLker: I would like to make this comment, Mr. Chairman. What
Mr. Tucker is now embarking on is a most involved argument that has nothing
to do with this matter. Mr. Finlayson and I have been arguing over it for
about a year. He has an opinion from the Justice Department. It is exceed-
ingly complicated. I have no wish not to deal with any part of it, but it has
Not anything to do with section 1. My submission is that if we embarked on
It, we are just making it very difficult to attack this in an orderly manner.
Mz, Finlayson has already addressed the committee on this particular problem.

¢ has made reference to the fact that he has an opinion from the Justice

epartment; and so far as I can see, Mr. Tucker is endeavouring to drive this
Witness into a legal quibble over what is or what is not within the meaning of
hat exceedingly complicated subsection. ;

. Mr. Tucker: I wonder if it is a legal quibble. It is the whole point of
this bil,

Mr. Marrin: We do not admit that.

_Mr. Tucker: We have a decision of the court here that they are not
entitled to charge more than 7 per cent interest.



38 STANDING COMMITTEE

Mr. WaLker: We have no such decision.

Mr. Tucker: In Kellie versus Industrial Loan Company, a decision under
a similar act, it was stated they were only entitled to charge 7 per cent interest.
I want to know whether this company has been obeying the law or whether
it has not. If it has not been obeying the law in the past, it is not entitled
to come to this parliament and get anything. If I am not in order, Mr. Chair- -
man, I will sit down. But I do submit that I am in order, and I want to know
if these people have been obeying the charter under which they have been
acting up till now.

Mr. MARTIN: All right.

The CHarMAN: Mr. Reid might like to explain.

Mr. Martin: Surely Mr. Reid is not the proper man to give the answer.
Mr. Finlayson is the man. 1
The CrarMAN: All right. Let Mr. Finlayson give it. A
Mr. Tucker: Mr. Chairman, I want to get the practice of this company.
How can Mr. Finlayson swear to what this company does. When I wanted to
ask Mr. Finlayson this morning I was told to ask Mr. Reid. And now when
I want to get the facts from Mr. Reid, I am told it is Mr. Finlayson. I would
suggest, Mr. Chairman, that I be permitted to get the facts from Mr. Reid, and
then Mr. Finlayson can give his opinion whether it is legal or not.

Mr. FixvraysoN: Could I speak for just a minute?
Mr. Lawson: Go ahead.

Mr. FinvaysoN: I made one correction in my statement on Thursday
this morning. I was asked, as I recall it—1I have not seen the minutes of
Thursday’s meeting—by some member of the committee if there had been
decisions. I said there was no decision that I knew of affecting the Central
Finance Corporation. I was asked if there were decisions affecting other com-
panies, and I said I thought there were two or more affecting the Industrial
Loan. Someone asked me if I could give the reference to them. The only one
I had in mind at that time that was reported was the one that Mr. Tucker has
now referred to. I had in my mind then, but I could not give the reference,
another case in the Quebec Superior Court a month or two after the case he has
referred to. I find this case now, the 29th January, 1937—— '

Mr. Lawson: Is that reported?

Mr. Finvayson: I have not seen the report of it. That is why I could -
not give it. It is the Industrial Loan and Finance Corporation versus Jackson,
involving the very same points that arise in the Kellie case, and completely
reversing the Kellie decision.

Mr. Tucker: Was that a court of concurrent jurisdiction or appeal? :

Mr. Finvayson: This is the Quebec Superior Court. This is not an appeal
from the Kellie case. It is another case, but it involves the same question. .

Mr. Lawson: What court does the Kellie case come up in?

Mr. Finvayson: The Circuit Court in Montreal from which I understand

there is no appeal.
Mr. Jacoss: There is no appeal from the Circuit Court.
Mr. Lawson: It is similar to our Division Court.

Mr. Finrayson: I think it is an important judgment, because Kellie versus
Industrial Loan has been reversed.

Mr. Tucker: I think, if T might say so, that it would have been of assist-
ance to this committee if we had known these different court decisions involving
the Industrial Loan and Finance Corporation. .

[Mr. Arthur P. Reid.]
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Mr. Finvayson: The only reason I did not go into it was that we were
dealing with the Central Finance.

Mr. Tuckrr: Whether or not we are dealing with the Central Finance, it
would have helped the committee a lot if we had known what the courts said
about this. As I understand it, Mr. Finlayson, this case you have just referred
to has not been appealed either.

Mr. Finvayson: You will have to get that from the Industrial Loan. I
understood there was to be an appeal, but I cannot speak with certainty.

Mr. Tucker: Are we to have the benefit of the opinion of the law officers
of the Crown as to which court decision is correct?

Mr. Finvzayson: I do not think the law officers of the Crown would express
an opinion on that. It is before the courts, and the courts will have to follow
it to a conclusion.

Mr. Tucker: Do you not think that is another reason why we should not
pass on a new principle until the courts have decided what the principle of the
old act is? I would like to go into this thing, as to the actual practice of this
company. 5 J

Mr. Lawson: Can it not be done under section 3?

The Cramman: If you are going to confine yourself to the question.

Mr. Tucker: As a matter of fact, this man has given evidence. Why
should there be any objection to my cross-examining him on that evidence?

The CramMan: Not at all. Go ahead.

Mr. Tucker: All right. Maybe I can proceed.

By Mr. Tucker:

. Q. You say on a $300 loan you deduct $21 in respect of your 7 per cent
interest charges?—A. That is right.

Q. And $6 in regard to your service charges and $7 in regard to drawing
documents?—A. No.

Q. Just tell us what you do?—A. That is what I am trying to explain, but
You would not listen to me. ;

Q. Go ahead and tell us—A. We are charging $7 for other expenses con-
nected with that loan.

Q. I see—A. And those other expenses include drawing that chattel
mortgage, making the valuation and any other expenses connected with the loan.

Q. All right—A. Tt says “any other.” It does not say “connected with
the chattel mortgage.” '

Q. Outside of your ordinary office expenses, your employees and so on,
what amount of that $34 do you actually disburse?—A. Of the $34?

Q. Yes, that you deduct?—A. We are not called upon to explain disburse-
ments in the interest we collect. : :

Q. Well, I am just asking you what you disburse from the whole amount
that you deduet.

Mr. Warker: I think I could shorten this, Mr. Chairman.

. Mr. Tucker: I think the witness had better answer the question without
Iterruption from Mr. Walker. .

Mr. WaLker: I will be perfectly frank with this committee, that we
Tpret disbursement as being payment made by the company to anyone.

Mr. Tucker: You can interpret it as you see fit, but we have a right to
€ answers to our questions.

Mr. WaLkER: Certainly.

Mr. Tucker: T am trying to get the facts now.
35543—3
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Mr. WaLker: I am trying to shorten matters.

Mr. Tucker: You will not shorten it a bit.

Hon. Mr. Stevens: Mr. Walker has no right to interrupt when a member
is asking questions.

Mr. Cueaver: Speaking of rights, we are on section 1, and we let M.
Stevens wander all over the lot. As a result, Mr. Tucker now contends that he *
has the right to cross-examine here.

Mr. Tucker: We have a chairman, who has ruled that I can proceed. Pre-

sumably I can.
The Cuamrman: Proceed, Mr. Tucker.

By Mr. Tucker:
A. Can I have an answer to that question?—A. Would you repeat your =
question, please. '
Q. Of the $34 you deduct from the $300, what do you actually disburse
outside of your office; I mean, to people other than your employees?—A. Mr.
Tucker, will you not concede this, that it is impossible in doing any business to
say what you actually spent or what your expense is for any particular sale?
Q. I am not dealing with that—A. I know; I can only answer in that way. |
Q. Is there any disbursement?—A. Just a minute. We could not possibly
set up such an elaborate system of book-keeping that would tell us what we
spend on a loan made to No. 10, Mr. Brown, for $300 and loan No. 26 made to
Jones for $200. It is the pro rata cost of doing the loan business, just the same °
as a man selling boots and shoes; he cannot definitely say what his expense was
in connection with a certain sale, but he does know what his expense was per
sale after considering all his sales. -
Q. Yes, we will come to that in a minute. What I am coming to first of all |
is this, that none of this money is paid out; none of this $34 is paid outside of
your office for legal assistance or anything like that?—A. What do you mean by

legal assistance or anything like that? ,
Q. Well, just for drawing the chattel mortgage?—A. Nothing for drawing

the chattel mortgage, no. , b
A. In other words, you do not employ any outside assistance outside of your
own employees?—A. You mean we do not pay this money over to lawyers, no.
Q. You do not pay to anybody else except your own employees?—A. We
have a special staff for that purpose. ]
: Q. For investigation?—A. Yes.

By the Chairman: :
Q. And for drawing the mortgage?—A. And for drawing mortgages and for
doing all these other duties connected with this business.

By Mr. Tucker:
Q. And they are your own employees?—A. They are, because in engaging
in this business we hire people to do that work. If we engaged outside valuators
and lawyers, we could not possibly provide that service for an average of $4 or
$5 per loan. R
Q. All right. You say last year your total charges for services and fees
were how much?—A. Mr. Tucker, I may be out of order—I do not want to be
presumptuous, but it seems to me that you are cross-examining me on evidence
that I have not given. I do not think that is evidence I have given. I cannot see
—as I say, I do not want to be presumptuous, but I cannot see the connection
between it and the change of name of the company. I do not want to evade
your question. I am very happy to give you any information I can.
[Mr. Arthur P. Reid.]
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Q. I am interested to know if you have been breaking the law in the past or
not. If you have been breaking the law in regard to the Act of Incorporation,
you are not entitled to get one single section through this Parliament. That is
what I am directing my question to. I am in the judgment of the committee in
following up that argument, but that is the one I propose to proceed on. Any
time I am told I cannot, I will sit down.—A. Mr. Tucker, may I say here that it
is only fair to admit that Mr. Finlayson, the superintendent of insurance, has
certified each year that we are within the law, and has recommended the renewal
of our licence after making complete investigation.

Q. But Mr. Finlayson is a Government, employee, and we are sent here by
the people of Canada to see that these things are done right and to decide whether
we will pass this or not. Mr. Finlayson cannot keep our consciences.

Mr. MarmiN: I do not want to interrupt Mr. Tucker.

Mr. Tucker: I am sure you do not want to interrupt me. I would like to
get through.

The CuARMAN: Mr. Martin.

Mr. Martin: That last statement of Mr. Tucker’s is absolutely unfair to
Mr. Finlayson, While Mr. Finlayson is not-the keeper of our consciences, no
member of this committee, unless he can establish that Mr. Finlayson has acted
improperly, should make any reference which might be construed as perhaps
my friend wishes it to be construed, that Mr. Finlayson has not discharged his
responsibility properly. And I, as a member of this committee—

~ Mr. Tucker: Nobody suggested that at all. I merely suggest that Mr.
Finlayson may have his opinion as to whether they have been obeying the law
Or not, and we may have our opinion after reading the different court decisions.
own opinion is, and I will state it quite frankly, that by making these
charges that you make, you are not adhering to your Act of Incorporation.
But I want the facts so that the other members of the committee can judge it
for themselves. I do not see why we should not have the facts.

Mr. Marmin: Of course, we should have the facts.

Mr. Tucker: Let us have them then.

Hon. Mr. Stevenxs: You can ask him the amount of the fees. It is all here.
Mr. Tucker: Yes. I did not get a statement for 1935.

Hon. Mr. Stevens: For 1936.

By Mr. Tucker:

Q. In regard to fees, service charges, first of all we have $125,263.79. Is
that correct?—A. That is correct.

Mr. Lawson: What was the amount?
Mr. Tucker: The amount for service charges, $125,263.79.

By Mr. Tucker:

Q. Your average amount outstanding during the year 1936—your average
loan outstanding or the average amount of the loans that you made during that
period was how much?—A. The average amount of the loans that were made?

Q. Yes, during that period.

Mr. McPueE: The amount of money?

The CuAIRMAN: You mean the total or the average?

Hon. Mr. Stevens: The average.

By Mr. Tucker:
Q. The average amount of the total of the loans you made during that
period. First of all, what is the total loans you made during that period?—A.

$6,300,000 or something like that.
355433}
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Q. The total loans you made in 1936.
Mr. Finvayson: Six and a quarter million.
The WirNess: About six and a quarter million dollars.

By Mr. Tucker:

Q. I want the exact amount.—A. $6,269,586.
Q. What is that again?—A. $6,269,586.

By Mr. Lawson:

Q. What is the number of your loans, while you are at it?—A. 37,071, an
average of $169.

By Mr. Tucker:

Q. The amount which you charged in respect of fees was $227,695.42, was
it not?—A. Yes.

Q. You have a right, as I understand, Mr. Reid, in your Act of Incorpora-
tion, to make charges under three different heads—Afirst of all, 7 per cent interest?
—A. Yes.

Q. Then you have a right under your Act of Incorporation to “ charge in
addition to interest as aforesaid, for all expenses which have been necessarily
and in good faith incurred by the company in making a loan authorized by the
next preceding sub-paragraph: Including all expenses for inquiry and investiga-
tion into the character and circumstances of the borrower, his endorsers, co-
makers or sureties, for taxes, correspondence and professional advice, and for
all necessary documents and papers, 2 per cent upon the principal sum loaned.”
The item of $125,263.79 would have reference to what I have just read.—A.
Yes, approximately 2 per cent on six million odd. Two per cent on six million
is, roughly, $125,000.

Q. Then you have the right in addition, “ notwithstanding anything in the
next two preceding sub-paragraphs (i) and (ii), the companies shall, when a
loan authorized by the said sub-paragraph (1) has been made on the security
of a chattel mortgage, or of subrogation of taxes, be entitled to charge an
additional sum equal to the legal and other actual expenses disbursed by the
company in connection with such loan but not exceeding the sum of ten dollars.”

The Crarrman: What are you reading from?
Mr, Tucker: I am reading from the decision in the Kellie case.
The Wirness: That is the Industrial Loan that you are dealing with there.

Mr. Tucker: T will read from the act, then, if you want me to, Mr.
Chairman.

Notwithstanding anything in the next two preceding sub-paragraphs
(i) and (ii) the companies shall, when a loan authorized by the said sub-
paragraph (i) has been made on the security of a chattel mortgage, be
entitled to charge an additional sum equal to the legal and other actual
expenses disbursed by the company in connection with such loan but not
exceeding the sum of ten dollars.

By Mr. Tucker:

Q. Your charge of $227,695.42 is under that power, I take it?—A. Yes,
that is right. i

Q. And you claim that you have equal legal and other actual expenses
disbursed by the company? You claim you have disbursed that sum of money
in legal and other expenses in connection with these loans?—A. In connection
with loans?

Q. The $6,269,586?—A. In connection with loans; not in connection with
chattel mortgages. That is quite a different thing.

[Mr. Arthur P. Reid.] -
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Q. It says, “in connection with— —A. With such loans.

Q. It says, in connection with the loans. Is not a chattel mortgage in
connection with a loan?—A. Yes, but that is only one of the expenses.

Q. I see. You charged that $227,695.42 under that heading?—A. Yes.

Q. That you claim is disbursed by your company?—A. Quite.

Q. In connection with the loans?—A. Yes.

Q. All right. You take the loan that is repayable at the rate of $25 a
month. Do you admit, Mr. Reid, that you are only entitled to charge 7 per
cent, with the exception of this provision for three months interest that does
not have to be repaid?

Mr, Lawson: Seven plus two plus two.

The WirNgss: Seven per cent discount.

Mr. Martin: There is a big difference.

By Mr. Tucker:
Q. I will put it to you this way. The act provides:—

Lend money secured by chattel mortgages or such other evidence
of indebtedness as the company may require, and may charge interest
thereon at the rate of not more than 7 per centum per annum and may
deduct such interest in advance and provide for repayment in weekly,
monthly or other uniform repayments: Provided that the borrower
shall have the right to repay the loan at any time before the due date
and, on such repayment being made, to receive a refund of sueh portion
of the interest paid in advance as has not been earned, except a sum
equal to the interest for three months.

That refers to the interest rate?—A. Yes.

Q. You are limited to 7 per cent interest, but you can charge in advance?—
A. Charge by way of discount.

Q.-In advance or discount; it means the same?—A. Yes, it does. It is the
same thing.

Q. L will just read that again: “Lend money secured by. . .chattel mortgages
or such other evidence of indebtedness as the company may.require, and may
charge interest thereon at the rate of not more than 7 per centum per annum
and may deduct such interest in advance.” But they cannot charge more than
7 per cent.

The CuamrmaN: That is discount.

Mzr. Lawson: Certainly it is.

By Mr. Tucker:

Q. All right. We will come to that in a minute. Now, you deduct your
interest at the rate of 7 per centum per annum. That is right, is it not?—A.
Yes.

Q. And then you provide for repayment of this loan of $300 at the rate
of $25 a month for twelve months?—A. Yes. .

Q. I suppose you have figured out what the effective rate of interest on
that basis is, in regard only to the 7 per cent charge?—A. In regard only to
what? :

Q. In regard only to the 7 per cent item?—A. Oh, roughly, 14 per cent.

Q. So you admit, Mr. Reid—

Mr. Lawson: Assuming the loan is for a year.

The CrarrMAaN: How are you using the word “interest”?

Mr. Tucker: The way it is used in the act, the interest they are charging
in addition to the rate they are charging.
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The CuairmaN: There is a difference between the percentage of cost
and the word “interest”.

Mr. Tucker: I am wanting to know the amount of interest they are
charging on the money that the person has borrowed from them.

The WrrNness: That again is hypothetical. We deduct $21. We do not
charge him all unless he keeps the money for the whole time and makes his
payment in twelve instalments.

By Mr. Tucker:

Q. We can take it that he keeps it for the whole time, and you say that the
interest he is really paying under this heading, while you deduct interest in
advance, is really about 14 per cent.—A. An effective rate of about 14 per cent.

Mr. Martin: What about the chairman’s suggestion?

The CaAIRMAN: It is not interest.

Mr. Tucker: After all, this witness is giving the evidence, not Mr. Martin.
Mr. MarTiN: We are entitled to the facts.

Mr. Tucker: That is what I am trying to get.

Mr. MarTiN: You are not going to ask misleading questions as long as I am
a member of the committee.

Mr. Tucker: Is that fair? Have I asked misleading questions?

The CuaamMAN: I think so, Mr. Tucker.

Mr. Tucker: 1 am sorry.

The CuAmRMAN: Just a minute—in the sense in which you are using the

word “interest.” There is a difference between the percentage of cost and the

percentage of interest. I wanted Mr. Reid to clearly make a distinction. I
think you wanted Mr. Reid to make a distinction between interest and other
costs.

Mr. Tucker: I am using the word “ interest ” in the way in 2 which it is used
in the statute. It says, “At the rate of not more than 7 per centum per annum.”

The CuARMAN: Yes.

Mr. Tucker: He can deduct in advance, but the rate is not to be more than
*7 per centum per annum.

The Cuarmax: The rate of interest.

Mr. Tucker: Yes. They may deduct it in advance, but the rate is to be
restricted to 7 per cent.

The CaAlRMAN: Yes.

Mr. Tucker: All right.

By Mr. Tucker: ]
Q. Now I asked you whether your rate of interest that you charge these
borrowers with the provision for repayment in monthly instalments—is it not
. practically 14 per cent?
Mr. MarTiN: Not at all.
Wirness: No.
Mr. MarTIN: That is the cost.

By Mr. Tucker:

Q. Is it not?—A. No.

Q. How much interest are you getting on the money that you have gO’G
loaned out?—A. How much interest are we getting? &

Q. Yes?—A. The interest we get is the net yield on our employed assets. 8

[Mr. Arthur P. Reid.] 4
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Q. I mean under that heading, what rate of interest are you collecting from
these people you have got money loaned to? That is what I am asking you.
What rate of interest are you collecting on the money you have got loaned out
under that very heading?

The Caammax: Mr, Walker, do you wish to answer that?

Mr. Wavker: I only want to say this, “let this witness go on giving facts
as long as he likes, but leave the legal urgumcnt to my friend and me. I am
counsel for this company, not this witness.”

Hon. Mr. Stevens: This is not legal argument.

Mr. Warker: As long as he sticks to facts, that is all right. But we are
getting now into an argument as to what is interest and what is the interpretation
of this section. Go on asking him facts, but let us stick to facts.

Mr. Tucker: It is simply the rate of interest—what is the rate of interest
that is charged?

Hon. Mr. Stevens: Would Mr. Tucker permit me to interjeet. I think
some members of the committee are probably labouring under a mistaken idea
as to what Mr. Tucker is arguing. Let us put it this way. I am not saying
that I can do it better than Mr. Tucker, but there is a little confusion.

The CuarMAN: Yes, there is.

Hon. Mr. Stevens: Leave all charges out of the question altogether. Here
18 a loan of $300 and it is repayable by $25 a month in twelve payments.
Obviously in the last six months, three months, one month, there is not much
of the principal left, but the interest has been deducted in advance. The $21
has been paid. The full amount of $300 is not outstanding only for approxi-
mately—I have not figured it exactly—half the year. Therefore, Mr. Reid is
perfectly right in saying that the effective rate of interest on the money retained
in the possession of the borrower, taking it through the whole year, is 14 per cent.

By Myr. Tucker:

Q. Is that correct?—A. Yes.

Q. The effective rate of interest on the money in the hands of the borrower.
—A. That is about as accurate as you can get it.

Q. —is about 14 per cent—A. There are many mathematical formulae
I can show you books on this business that will establish that some of the
best actuaries will arrive at a different rate. It is approximately that. There
are various ways of figuring it. Some will figure more and some will figure less.
That is why we want to get this down to a flat expression of per month interest.

Q. You want to chalge two per cent a month now?—A. Including all
these other charges. :

Q. And you want to charge that by way of interest and everything else?
—A. No.

Q. Interest and everything else?—A. We are charging 2 per cent.
ks Mr. Lawson: He wants to charge that by way of interest, to include every-

hing.

Mr. Tucker: All right. If this man has borrowed $200—

Mr. Lawson: I think loose language is responsible for a lot of our trouble.

Mr. Tucker: Yes, I know I used loose language.

Mr. Lawson: Excuse me, I am not making any reference to you. I am
just talking generally.

Hon. Mr. Stevexs: He was just thinking out loud.

By Mr. Tucker:

Q. This man borrows $300, and has this deduction of $34 taken off. He
Tepay $25 a month each month as he promises to do. When he has paid the
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last $25 at the end of twelve months, he does not get any refund from you of
interest or anything like that?—A. No.

Q. So that in effect he has paid under heading one of interest an effective
rate of 14 per cent. He has paid in all cases two per cent under heading two and
he has paid—A. Just a minute; not 2 per cent per annum.

Q. No, that amounts to more than 2 per cent. That amounts to about 4
per cent.—A. No.

Q. It is deducted in advance, of course—A. Oh, yes. I see what you mean,
figuring that way.

Q. So the effective rate he has paid there is more than two per cent; it is
about 4 per cent?—A. Yes.

Q. And then in addition to that, under the charge of cost to the borrower
and that sort of thing, under the third heading, you charged him $7, and he gets
none of that back?—A. I have just explained to Mr. Stevens that he does under
our plan. Yes, he does get it back.

Q. Well, at the end?—A. Not at the end of the contract, I am sorry.

Q. That is what I am dealing with.—A. Quite right.

Q. At the end of the contract he does not. That is all we are dealing with.
And most people do not pay ahead of time?—A. Oh, some people meet new
emergencies and come in and perhaps pay us off ahead of time and take advan-
tage of one of these credit union schemes of cheap money or they may go to
the bank of Commerce and borrow at from 12 to 14 per cent. They have the
privilege of paying off ahead of time if they can save themselves money by going
elsewhere.

Q. What is the average length of your loans?

Mr. WaLker: This is neither eross-examination nor—

The CHAIRMAN: Is that within clause 1 or section 1? {

. Mr. Tucker: It has this to do with it! They were limited to loans for
eighteen months, and they have renewed them right along. The idea of parlia-
ment, I think, was to limit them, so if under the heading of renewing them they
have been going against the spirit of the act, I think we should know.

The Wrrness: Mr. Tucker, how can you curtail the life of a loan? If a
borrower cannot pay, what are you going to do? Are you going to charge it

off because he is bad pay to-day, or can you say to him, “I will let you pay
next month or the next month.”

By Mr. Tucker:

Q. I am asking what your experience has been in regard to the loans you
have made; how long has the average loan been?—A. I could not tell you- It
is an operating statistic that does not concern us. We deal with each account
on its merits, as to whether or not it will stay on our books or whether it will be
liquidated. It is like the other question you asked. It is something that really
does not affect me from an operating standpoint and I naturally do not—I
could not conceive what was in your mind and what questions you were
going to ask. I am sorry I cannot answer it. .

Q. You did not know you were going to meet me?

Mr. Lawson: That was a pleasure he had not anticipated.

By Mr. Tucker:

Q. What is the least length of time you make a loan for?—A. Twelve
months.

Q. That is the least length of time?—A. Yes. -

Q. And the longest time?—A. Twelve months. 1

Q. All your loans are made for twelve months?—A. Yes. If we made
our loans for a shorter period than twelve months we would run up the cost

[Mr. Arthur P. Reid.] " b,
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considerably, because that chattel mortgage fee, the two per cent charge would
be applicable to the face of the note. We do not do that. We could. There is
: nothing in the law to say we shall make our loans for twelve months.

i Q. What were your total loans in 1935?

The CuamrmaN: Mr. Tucker, it is one o’clock. Shall we meet at four o’clock
this afternoon?
b Some Hon. MemBERrs: Carried.

Mr. MarTiN: Yes, at four o’clock.

Mr. McPrEE: Before we adjourn, Mr. Chairman, how can we finish even
by meeting at 4 o’clock this afternoon?
r The CuamrMAN: I do not know.
Mr. McPuEE: I was not present at the last meeting.
f Mzr. Marrin: That is your fault.

{ Mr. McPuee: On this Section 1, I notice in the Minutes of Proceedings
the following:—

Mr. McGeer arose to speak and continued at considerable length to give
- his views on the legislation before the committee.

; There were many interruptions including some suggested motions, verbal
and written, but as Mr. McGeer had the floor, all were more or less out of order.
Mr. McGeer submitted a motion and several other members suggested motions
and suggested amendments to Mr. McGeer’s motion. After much discussion the
following motion by Mr. McGeer, seconded by Mr. Tucker, was adopted—

The CramrmaN: Mr. McPhee, the members of the committee are leaving.
It is one o’clock. I presume that we should adjourn. ;

Mr. McPuEe: I am objecting to meeting at 4 o’clock because Mr. Forsyth
it was called to give evidence with regard to this section.

‘ Mr. Martin: For Thursday.
& Mr. McPuEE: How can we finish?

B The CramrMan: It was the understanding that we would not delay until
Mr. Forsyth came.

Mr. McPrER: That is not in the minutes.
The Cramman: Well, that was the understanding.
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The committee adjourned at 1 p.m. to meet again at 4 p.m. this day.

AFTERNOON SESSION
The committee resumed at 4 o’clock.

B The Cmamman: Gentlemen, we appear to have a quorum now.

Arraur P. Rum, resumes the stand.

By Mr. Tucker:
Q. Mr. Reid, have you the figures showing the average size of the loans
which you made last year?—A. $169, Mr. Tucker.
Q. That is based upon the figure of 37,071 loans?—A. Divided into the
\ 96,000,000 0odd figure, yes.
N Q. That comes to how much?—A. $169.
i
g

Q. And the average amount collected under item 3 of your powers, that is
the collection fee, disbursements in connection with the loans, legal disburse-
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ments and otherwise, the average amount you collected on that was how much?

—A. Well, now you are speaking of the fees.

Q. Under item 3 of your right to charge?—A. Yes.

Q. $6.147—A. Yes, that is practically what it would amount to, $6 up,
the average.

Q. You have the right, of course, to charge?—A. I would like to explain
reductions that have been put into effect. The average taken on this year’s
operations would be considerably less than that amount. !

Q. That is for 1936?—A. Yes, that is right, but the reductions put into ‘
effect cutting that from ten to seven—the roof was not applicable throughout
the whole year.

Q. When did that come into force?—A. The 1st October.

Q. What was the average amount outstanding for the whole year, all loans }
outstanding?—A. You are speaking of the——

Q. The average amount of money that you had loaned out?—A. It would
be the mean asset. These figures were provided by Mr. Finlayson.

Q. I would just like to have that, $2,486,152.

Mr. Fixvayson: That statement of mine was net assets.

Mr. WaLker: We do not agree exactly with that.

The Wrirness: That is according to Mr. Finlayson’s method of figuring
assets. If I were figuring that I think I would figure it slightly different. Where
it is a matter of accounting practice, for instance, I would not deduct the reserve
for bad debts from the accounts receivable. I would set the accounts receivable
up on one side as an asset and set the reserves for bad debts on the other side as
a liability. There would be a diserepancy in the manner in which I would figure
the mean assets from that which Mr. Finlayson used.

By Mr. Tucker:

Q. The figure you have given is not the full amount which you had loaned
out last year, but it is the amount you had loaned out less the reserves for bad
debts?

Mr. FinvaysoN: And unearned income. l
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By Mr. Tucker: {
Q. What was the total amount that you had loaned out last year on the |

average, the average amount on loan during the year?
Mr. MarmiN: What does that question mean? I should like to follow it.
What do you mean? ;
Mr. Tucker: The average amount.
Mr. Deacaman: Weekly or monthly? ‘
Mr. MarmiN: Before you answer that question let us understand the ques-
tion. There is no sense putting a question that we do not understand. I am
dumb enough to say I do not know what in the world that question means. !

Mr. Tucker: The witness seems to know what is meant.

Mr. MarTin: No.
The CaarRMAN: Mr. Tucker is trying to shorten his examination, Mr. Martin.

Mr. MarTin: I want to know what you are talking about.
Mr. Tucker: The average amount they had loaned. It should be clear

what it means.
Mr. MarTin: You do not know yourself; that is the trouble.

Mr. Tucker: I am not giving evidence.

The CaamrMaN: Order.
[Mr. Arthur P. Reid.]
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By Mr. Tucker:
Q. Have you got it?—A. Yes, Mr. Tucker; I will tell you.
Mr. Marmin: Can you tell what Mr. Tucker means?

By Mr. Tucker:

Q. Mr. Reid will explain it.—A. I will answer the question the way I think
Mr. Tucker means it. I will tell you how I am giving you these figures. I am
taking our loans or instalment notes receivable, whatever you want to call them,
as at the end of 1935. I am adding to that the same figures, the figures for the
same amount as at the end of 1936, and I am averaging them. Now, that is as
close as I can get it. In other words the mean assets for the year 1936 would be
—that particular asset, the mean for that particular asset for 1936 would be the
figures for the instalment notes receivable as at the end of 1935, $2,138,514, to
which is added the figures for instalment notes receivable at the end of 1936,
$3,115,033, and the average of these two figures is the mean of that amount,
$2,625,774.

Q. Now, then, these figures, Mr. Reid, would be after allowing for bad debts
written off?—A. No.

Q. That is the gross figure?—A. No, that is the asset. Then, I set up the
reserves which are put on the liability side. Then, that is the difference between
Mr. Finlayson’s figure, the mean assets for that particular time, and mine.

Q. There is one other thing I should like you to explain that I am not clear
about. You have, I think, interest earned on promissory notes, service charges,
and fees. You deduct these items in advance when you make a loan. These
figures that you give in your financial statement, of course, are not items that
you deduct in advance?—A. No.

Q. They are not the items you deduct in advance. Now, you do not collect
for the bad loans?—A. No, not at all.

Q. I want you to explain how you arrive at these three items, interest earned
on promissory notes, service charges and fees. How do you arrive at these items?
—A. The method is one that has been approved by the income tax department;
and the interest account and the fee account are considered; the discount collected
by way of these two media is grouped on the one hand, the unearned interest
account, and on the other one the unearned fees account, and then each month
a portion of that is taken into earnings. The formula is this: we add the figures
from 1 to 12, that is 78, and then we take into earnings 12/78ths, 11/78ths, down
to 1/78th. In other words, I think you can appreciate that a greater portion of
that interest is earned in the early months of the loan because the balances are
larger, you see. That is to say on a $300 loan, twelve multiples of 25, in the first
month you earn 12/78ths of the $21—you see what I mean. Then you earn
11/78ths, 10/78ths, 9/78ths until at the end of the twelve-month’s period you
have 78/78ths. The same process is used in handling the fees account.

Q. You say you get that until you have arrived at the full figure of 7%;gths?
—A. That is right. :

Q. Tt is on that basis you take into your earned interest the total amount of
your deductions?—A. What is that again?

Q. What I am getting at——A. We do not take that into the interest; we
take that into profit and loss. :

Q. You do not get my point.—A. We only credit interest earned each month.
Barned interest is in the earned interest account.

Q. How much do you allow for these items that I read?—A. Nothing
allowed in there at all. You are conflicting revenue and expenses.

Q. We want to be sure about that. There are three items in here, interest,
service charges and fees?—A. Is not this what you are getting at. Don’t you
Want me to tell how we bulid up a reserve for bad debts?
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Q. No; I want to know how these figures are built up. As I understand you
now these figures represent the gross deductions when the loans are made?—A.
Yes, gross deductions when the loans are made.

Q. Yes?—A. I just want to explain that only part of that goes into income.
It is only taken into the earnings account each month as it is earned.

Q. What is the total amount of your deductions during the year; what is
the amount of your losses that were taken into account, what is the interest,
what are the service charges, and what does go to make up these figures given
in that statement; in other words, the amount that has been deducted to allow
for debts you will not colleet? That is a fair enough question?—A. It may be
to you, but I am not an actuary.

Q. Neither am I, but I want to understand this statement?—A. I cannot see
just what you mean.

Q. You show here as income interest earned on promisory notes $333,648.61?
—A. Yes.

Q. Now then, in view of the fact that you deduet your interest ahead of
time, how do you arrive at that figure?—A Well, I just explained that., When we
make ‘a loan we put the $21.00—that is 7 per cent of a $300.00 loan, we put
that into the unearned interest account.

Q. All right, what do you do next?—A. At the end of the first month we
transfer into the interest account 1% gths of unearned interest from the unearned
interest account and credit that to interest earned.

Q. And you keep on doing that until you use the entire 784gths?—A. Yes.

Q. At the end of the time you would have transferred the full amount of
$21.007—A. That does not mean that at the end of one year we have taken out
everything which is in the unearned interest account, because new notes are
being put in which date beyond the first of the year so that there would still be
a balance in that unearned interest account.

Q. How do you allow for the fees that are not collected? What I am
getting at as a matter of fact, and it must be of interest too, is this A I
must admit that I do not understand that.

Q. The 2 per cent on your total loans amounts to what — it amounts to 2
{)er cent doesn’t it?—A. It amounts to practically 2 per cent of the amount
loaned.

Q. It amounts to practically the amount that you show there?—A. Yes.
Well, the 2 per cent charge is not handled in that method. The income tax
department would not permit our doing it in that way. That 2 per cent is
taken into the earnings as the loan is made. That is the difference in these three
accounts, that we cannot take it into account when the loan is made. We have
to put it into our reserve.

Q. That item No. 2 in the charges that you are permitted to make is taken,
earned, the moment you deduet it from a loan?—A. That is right.

Q. Does that apply to this?—A. No, I have just explained that is not the
case.

Q. In regard to fees and things?—A. That is right. These amounts in the
unearned income account are brought into earnings pro rata each month as the
loan progresses.

Q. And it is therefore included in the amount that you figure you are
earning if you are collecting three quarters of your loans during the year?—A. It
is a formula worked out by the tax department.

Q. And is that correct; you bring it in according to the amount that you
figure you are collecting on your loans?—A. No, the amount we estimate
to be due on the loans. -

Q. On the loans you are collecting, or the loans which you figure are collect-
able?—A. On the loans we figure are collectable, yes; but the whole thing is
collectable, we hope.

[Mr. Arthur P. Reid.]
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Q. But, you write off some. I do not understand it so I won’t bother
to pursue that point any further.

Hon. Mr. Stevens: There is a reserve there, Mr. Tucker, out of which
they adjust the unearned portion.

Mr. Tucker: I was wanting to get that from the witness, but apparently
I am not able to make that clear to him.

By Mr. Tucker:

Q. Now, your practice in regard to these service charges; that is item
No. 2, the basis upon which you are permitted to charge this 2 per cent?—A.

Yes.

Q. You charge that in all cases?—A. Oh, there may be some exceptions.

Q. Not maybe, but are there?—A. Yes. I would not say it is collected
in all cases. In a majority of cases and as a general rule, yes. We have had
cases where we have simply had to renew the loan at a reduced figure and take
a loss on principal as well as our charge of 2 per cent.

Q. In the case of new loans it is always charged?—A. Yes.

Q. And item No. 3 in the items that you are permitted to charge is for
disbursements; you charge that in all cases?—A. Well now, I would like to
have that question qualified a little too. You say, item No. 3 which we are
permitted to charge. We are permitted to charge the 7 per cent also.

Q. But the actual disbursements, do you charge for that in all cases and
on all loans?—A. In regard to disbursements we charge that in all cases on new
loans. You are referring to No. 3, item No. 3, now, and that is quite distinet
from the 2 per cent servicing charge.

Q. Yes? A. Yes.

Q. That is, supposing you had a borrower as in the Kellie case, that you
knew perfectly well that you would still charge him the 2 per cent for invest-
igation, and you would still charge him a mortgage fee?—A. Mr. Tucker, you
have never been in the business of lending money. I check up on my best
friends. I would check up on my own brother or my own father if I were
lending money to them.

Q. Even if you knew that he was worth the risk you would still go ahead,
you would still go through the motions of investigating the risk?—A. We would
have to take a chattel mortgage. Would you expect him to have less furniture
in a year and a half—how could you know what his furniture was worth without
seeing it. If you did not go and see the furniture you would not be able to
identify it if need should arise in connection with a borrower that it should be
identified.

Q. If you had the same man come along who has just paid off a loan and
he asked you for a new loan would you still make these charges?—A. We
would go through that process again. We would go to his home and check up
on the stuff as it then was.

Q. Even if he had paid up his loan?—A. Absolutely. There might not
bﬁ any necessity to make him another loan. The whole situation might have
changed. .

Q. You go through the whole thing again?—A. Absolutely.

Q. Even in face of the decision in the Kellie case after it came out which
showed that you had to prove that these charges were bona fide?—A. Pardon
me, the Kellie case did not have anything to do with us, we did not have to
prove anything. :

Q. You have read the Kellie case?—A. No, I have not read the Kellie

case.

Q. But you were advised by your counsel as to its substance, were you
not?—A. I heard about the case, yes; but I did not read it.
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Q. And you were advised that in regard to items No. 2 and No. 3 that
before you had a right to charge under the heading of either 2 or 3; that is,
for the 2 per cent and the chattel mortgage fee; you would have to show
that these expenses were necessarily and in good faith incurred?—A. I was not
80 advised.

Q. Well, is not that the attitude that Mr. Finlayson, the superintendent,
took?—A. Personally I think Mr. Walker should be asked the question as to
the advice he gave me.

Q. You were the one who gave the instructions to ask for this legislation?—
A. I beg your pardon.

Q. Your board of directors gave instructions to your counsel to ask for
this legislation. A lawyer does not instruct a board of directors, it is a board
of directors which instructs a lawyer?—A. We have endeavoured to explain on
every occasion why we are seeking this legislation. We are seeking it at the
request of the Department of Finance.

Q. I would like to get that in evidence?—A. We are simply endeavouring
to make an honest experiment of the type of legislation that Mr. Finlayson’s
department believes to be in the best interests of the public.

Q. You say that you have been asked by the Department of Finance to
ask for this legislation?—A. Yes.

Q. Was that request made to you verbally or in writing?—A. I would say
that I do not recall having received any letter to that effect, but it has been
Mr. Finlayson’s desire for many years that we seek this type of legislation. He
told us that on two or three occasions.

Q. And you are asking us to believe that the legislation that you are asking
for now, and the legislation which you were asked to ask for, is the legislation
that you are now going to ask for?—A. The legislation which we were asked for is
the legislation which we are now seeking.

Q. Which you are now seeking; are you seeking the bill as it was brought
in, or the bill with the amendment?—A. W¢ were not able to have this—

Q. You had to choose when you actually launched the proceedings, you
had to decide what form you wanted that bill in?—A. Yes.

Q. And you launched it in the form of bill C?—A. Yes.

Q. And now you say you are going to ask for an amendment which changes
bill C very substantially?—A. Yes.

Q. And you say that the Superintendent of Insurance asked you to ask for
this legislation. Now, what I am wanting to know is this; did he ask you to
ask for the legislation which appeared in bill C, or the legislation which
appears in the amendment; in point of principle, which was he asking you to do?
—A. Neither. He asked us to apply for an amendment to our bill calling for
restatement of the charges and for a reduction to 2 per cent per month inclusive
of everything.

Q. And you did not do that then?—A. No.

Q. You did not follow his requests?—A. No, that is quite right.

Q. When you say he asked you to ask for this legislation that is really
correct?—A. 1 would say this, that in the general amendment we have asked
to have our bill amended in such form that Mr. Finlayson now approves of it.

Q. Yes, but bill C—you asked for that to begin with: That is correct, is
it?—A. Yes. I would like to tell you about it too.

' Q. Yes, we would be glad to have further information on that?—A. We
believed that we were entitled to a rate of 2-5 per cent per month. We believe
that 2 per cent is too low for this business.

Q. Yes?—A. But we are now asking that our bill be amended in respect
to the 2 per cent rate.

[Mr. Arthur P. Reid.]
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Q. And under the decisions in the courts you are in this position, that before
yvou can charge more than 7 per cent interest you have to show that such
expenses and disbursements were necessarily and in good faith incurred?—A.
Not at all, Mr. Tucker; that does not apply to us at all.

Q. That is not the case, Mr. Reid; I am giving you this from the page on
which it appears in this book which I have in my hand?—A. I am not asking
you anything about the decision of the court. I am telling you here that there
have been no decisions of the courts relative to our company that does not
really need a chattel mortgage.

Q. I am reading to you now from the statute concerned?—A. That does not
relate to this company at all, as I have already told you.

Q. I point out to you Chapter 94 of the Revised Statutes of Canada, 1929,
which amended your Act of Incorporation; that did amend your Act of Incor-
poration did it not?—A. Yes.

Q. And it says here; “(ii) charge, in addition to interest as aforesaid, for
all expenses which have been necessarily and in good faith incurred by the
company in making a loan authorized by the next preoedmg sub-paragraph—
and so on?—A. Yes. %

Q. Now, you are bound by that?

Mr. WaLker: Might T be permitted to make a statement, Mr. Chairman?
The CHAIRMAN: The Chair recognizes Mr, Walker,

Mr. WaLker: May I state with regard to the decision in the Kellie case
that we are not bound by it and I so advised my client. I said that I thought
that it was one of the most ridiculous judgments I had ever read, that it was
not binding on us, and for him to pay no attention to it, and he did not.

By Mr. Tucker:

Q. T am reading from the Act of Parliament, and I suggest that you must
have considered yourself bound by the Act of Parliament which set you up,
surely ?—A. Naturally we consider ourselves bound by the Act of Parliament—
true.

Q. So that you will admit that before you would have a right to charge
more than 7 per cent interest you would have to show that these expenses were
necessarily and in good faith incurred?—A. Yes.

Q. And you also knew, Mr. Reid, that when it set a rate of more than
7 per cent interest per annum—that is sub-section 1 to section 2 of chapter 94
of the Statutes of 1929—it says, “May charge interest thereon at the rate of not
more than 7 per centum per annum”; you knew that there was a curb on you,
to put it mildly, that you had no right to charge as you said recently to the
borrower an interest rate in effect of 14 per cent?—A. I said nothing of the
kind, Mr. Tucker. I appeared before parliament in 1928 when that legislation
was enacted, and I recall that Mr. Finlayson was also there, and we explained
these matters to the committees of both houses, and particularly to the Senate
committee, just what that rate actually was and it was for that reason that we
were empowered to do what we did. Surely, if we could charge 12 per cent as
specified under the Money Lenders’ Act we would not be likely to come to
parliament for authority to charge 7 per cent when the Money Lenders’ Act -
already on the statute books would enable us to charge 12 per cent.

Q. You read the Kellie case?—A. As I told you before, I am not interested
in the Kellie case.

Mr. WaLker: I told you that in my opinion it was rldlculous, that it was
one of the most ridiculous judgments I had ever read.
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By Mr. Tucker:

Q. You have come to parliament to get the right to charge 2 per cent a
month?—A. Not at all. Our coming to parliament has not been influenced by
that., We appeared before the Senate committee last year asking for these
other powers which we thought were necessary.

Q. Were you asking for that power last year?—A. No.

Q. You did not ask for the bill until after the Kellie decision was rendered?
—A. Let me tell you my story about that. The select committee of the Senate
was appointed as you perhaps recall for the purpose of considering a draft bill
relative to general legislation for the regulation of this industry. We appeared
before those hearings which lasted over a period of about three months, and
throughout we argued in favour of a rate for the industry which we thought was
necessary and desirable, a rate which we believed would attract capital into this
industry, a rate of 2-5 per cent. Our argument was then and still is that you
cannot club capital into going into the small loan business, you have to attract
it; and we believed a rate of 2-5 per cent was both necessary and desirable, and
would ‘invite capital into the industry. And with that we wanted to get some
form of governmental regulation. And the Senate very nearly supported that
view.

Q. They did not actually act on that officially?—A. No, there was not time,
but they did suggest the rate of 2% per cent on the first $300 of the loan.

Q. Can you tell us when your company decided to ask for this legislation?—
A. The matter has been under consideration for some time.

Q. You must have actually come to a decision on the matter: I would like to
know when you decided. This decision in the Kellie case is dated October 22,
1936.—A. During the summer we circulated a petition for the appointment of a
Royal Commission to make inquiries in this matter—

Q. Yes, but suppose— —A. Just a minute. Let me finish, please. :

Q. All right—A. When we saw that no action was being taken in the
appointment of a Royal Commission we decided to eome to parliament, realizing
that the Industrial Loan and Finance were doing the same thing. We knew that
if one bill came into parliament, the whole question was going to be discussed
and we thought we should be there too, so here we are.

Q. You heard that Industrial Loan and Finance were interested in the Kellie
case and were coming to parliament, and you decided you had better come too?
—A. We heard that. But that was not the prime reason for coming.

Q. But that was one of the reasons?—A. Oh, no, no.

Q. You said yourself it was one of the reasons, that you heard they were
coming?—A. Whether or not, Mr. Tucker, they came because of the Kellie case,
I do not know, and I have no reason for knowing. »

Q. But when you heard that they were coming, you decided to come too?—
A. We knew that the whole question of legislation would be brought up.

Q. So you decided to come too?—A. Yes.

Q. When you heard they were coming?—A. Yes.

Q. Did not Mr. Finlayson bring it to your attention that there were grave
doubts whether you had the right to charge in effect 14 per cent interest in view
of the specific provision of the statute that you should charge not more than 7 per
cent per annum?—A. No, sir. That has never been suggested. '

Q. That has never been suggested?—A. No.

Q. The first you heard of it was the Kellie case?—A. Yes.

Q. And you are familiar with the Kellie case where it says— —A. I am not
familiar with the case. I know that there was a case, and I know it was in a
junior court; and I know there was another case before the superior court and a
different decision was given. That is all I know about it.

Q. But putting it then at the very lowest, you realized that there was doubt
whether in view of the provisions of the statute you had the right to charge more

[Mr. Arthur P. Reid.]
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than 7 per cent per annum?—A. Mr. Tucker, if all these bills were absolutely
clear, and there was no reason for ambiguity, we would not even need lawyers.

Q. I see. It was wholly because there was the doubt that you came to get
parliament to give you——A. Not at all.

Mr. WaLker: Not that particular section.

The Wrrness: Not on that section.

By Mr. Tucker:

Q. There was doubt on the whole section as to the charges?—A. There are
ambiguities, yes, that we want removed.

Q. Yes. So you decided that as you thought parliament had not made the
thing clear, you would come and get the right to charge the rate set out in Bill C,
24 per cent?—A. Yes.

Q. I see. And that would be the first time in Canadian legislation that
definite permission had been given to any company to charge more than 12 per
cent interest?—A. Not at all.

Q. Where was it given before that time?—A. We believed at the time, and
still believe that it was the intention of parliament to give that permission under
the legislation we now have.

Q. But you admit there is a doubt about that?—A. It is ambiguous. It is
poorly drafted.

Q. So you wanted to have parliament make it absolutely clear that you
could charge 24 per cent interest per month?—A. Not interest, no.

Q. 24 per cent?—A. Including interest and all other costs.

Q. Per month?—A. Yes.

Q. You wanted parliament to give you that right?—A. Yes.

Q. Because it was not clear you had it before?—A. There was ambiguity,
yes.

Q. Yes. All right—A. On the other hand, there was the indication that we
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