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'ISPECTION 0F CANAIDIAN. BANKS
IEN a hank fails there is a general con-

sensus of opinion among those who lose
by the failure that somnebody should have
done somethipg to prevent the failure, and

a proper oversight of the bank's operations
rcised by the proper authorities, the failure
,t have occurred.
opinion is not confined to those who l1nse
lailure; a general discussion takes place,
1 the conclusion that the government should
hing to prevent a recurrence of the disaster.
ise something to be donc is not stated very

but the opinion is expressed in general
at there shouild be goverument inspection

with such inspection the public and the
lers would be protected.
plani could be devised whereby reliable in-

n1 of the right kind respecting a bank's posi-
Id from time to tinie be obtained by some..
*acting in the puiblic interesit, such authority
ower to initiate action with respect to the
nid the public interest so demand, the banks
ýs aiiould heartily support such a plan. The
is to decide uioon the nature and extent of
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out some systemn whereby through others than the
branch managersý themselves the accounits and trans-
actions of the various branches may be examined,
audited, verified and reporrted upon and wherèby it
may be ascertained whether the instructions of the
head office are being carried out and the duties of
the branch manager and his staff are being properly
performed. There are manly things 'at a branch
which _require looking into other than the cash ac-
counts and the verification of loans and securities,
and for the reasons given below no government or
outside examination audit or inspection would dis-
pense with the examination audit and inspection by
the banks themiselves of their various branches. 'For
this purpose each bank hias a trained staff 'of in-
spectors continually visiting the branches and re-
porting thereon to head office. A short reference
tq some of the duties of the inspectors will give an
idea of the magnitude of 'the work, and when it is
borne in mind that this work bas to be done at each
branch at least once a year, and when it is rememn-
bered that the branches of our Canadian banks are

cash and

held for

bill and

1(6 ,) The securities beld at the. branch. This in-
volves an exaniination of the securities themselves
anid of the transfers or assigrnments, or hypotheca-
tions to the bank and of the authority of those sign-'
ing for others. It also involves considering the
regularity under the Bank Aot of the taking of
securities. The 'above are the main items embraced
in the ilispector's routine work but there are in
addition nttmerous details which are of miinor im-
portance but which cannot be overlooked. 'Tis the
chip which shows how. the streami runis, and many
an important resuit bas followed the examination
of a minoir detail. Should any entry or transaction
appear to, he unusual it is 'the inspector's duty to
get a full explanation of it. In ad dition to these,
lcomparatively speaking, routine duties of the in-
spector, hie has to prorm a much more important
and responsible tas k, one calling for'high business
ability and judgment and for an appreciation of the
banking business in Canada which only long train-
ing under our system can supply. He i5 relied
upon by hlead office for an independent opinion upon
the general condition of the branch, the capabilities
of the branch manager and staff to properly conduct
uts business, and specially the brandi manager's
skill and judgment in deciding upon credits and
loans. H Fe is also reiedý on for independent in-
formation and opinion respecting the individual ac-ý
counts and eredits and the wisdom or unwisdom dis-
played in connection with the opening or continuing
of thein. I have already said that speakirig gen-
erally ail credits and advances at the branches with
certain exceptions are considered and passed uipon
by the head office. Notwithstandiitg this, the head
office requires the inspector's opinion uipon the
position, and with this independent help the execu-
$ive is better able to deal with anly questions which
mnay arise and to instruct the branch manager with
respect thereto.

It is evident that no government or outside ex-
amination audit or inspection could take the place
of the system of inspection established by the banlçs
theniselves. That systemn is a vital part of the very
essence of the bank's business, viz., the lending of


