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Subsection 2.—Licensed Small Loans Companies and Licensed Money-Lenders*

Small loans companies and money-lenders are subject to the Small Loans Act (RSC
1952, ¢. 251, as amended by SC 1956, c. 46). This Act, first passed in 1939, gets maximum
charges on personal cash loans not in excess of $1,500 and is administered by the Depart-
ment of Insurance. Lenders not licensed under the Act may not charge more than 1 p.c.
per month. Those wishing fo make small loang at higher rates must be licensed each year
by the Minister of Finance under the Small Loans Act. The Act allows maximum rates,
including chargea of every kind, of 2 p.c. per month on unpaid balances not exceeding $300,
1 p.c. per month on the portion of unpaid balances exceeding $300 but not exceeding $1,000
and one half of 1 p.c. on any remainder of the balance exceeding $1,000. Loans in excess of
$1,500 are not regulated and lenders operating entirely above this limit and the larger loana
of licensed lenders are thus exempt from the Act. Nor does the Act regulate charges for
the instalment financing of sales. Prior to Jan. 1, 1937, the Act applied only to loans of
$500 or less and the maximum rate was 2 p.e. per month.

At the end of 1965, there were six small loans companies and 83 money-lenders licensed
under the Act. Small loans companies are incorporated by speciat Acts of the Parliament of
Canada, the first of them commencing business in 1928; the money-lenders include pro-
vincially incorporated companies and a few partnerships and individuals. Many of the
small loans companies and money-lenders are affiliated with other financial institutions,
principally Canadian sales finance companies and American finance or loan companies, and
these subsidiary companies account for a high proportion of the total business of licensed
lenders, The affiliations with sales finance companies reflect the close relationship between
instalment financing and the consumer loan business. The Dominion Bureau of Statistics
publishes quarterly balance sheets for sales finance and consumer loan companies as 8
whole and does not attempt to distinguish two groups within the industry.t

The subsidiary small loans companies and money-lenders obtain most of their funds
through their parent companies. A few of the larger companies have supplemented their
bank loans by selling short-term paper in the market but the amount has been gmall com-
pared with the short-term market borrowing of the sales finance companies. The smaller
independent, companies rely maialy on their shareholders and on borrowing from the
chartered banks.

The annual figures of assets and liabilities given in Table 23 for 1962-65 are from the
Department of Insurance report.t
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