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be dotm by smothering. Steam i
an explosive gas that takes fire fr*m a lighted power suggests of itself a necessity for «Uper- 
eandle No livhts of anr kind, on n or clos-' ^ 00No lights of any kind, on n 

be permitted about lard 1 anshould ever be permitted
Smoking is undoubtedly the great peril of the 

business, and the arrangements shotald be of the

vant.igv<
"Pore-houses should be reviewed >y the travel - 

ing agents of the companies with g rest care, and 
their notations carefully heeded. 'Many a con 
earn that meets the requirement*ol a printed ap­
plication, will from ft* untidy 01 ill-managed 
features, be rejected by the vigilant] supervisor of 
risks on a personal inspection.—Mo, 1 ilor.

generates j in management ia towards concentration of 
ghted 
weed. vision ; not a supervision of a formal charac- 

il of the j ter ; not a mere hasty glance over totals ; not 
a take-for-granted purview of detaila, but

veut meat from falling into it, ia indispensable, j audit. Directors, in too many instances, are 
The smudge should he iu 4 stove or Under a trick either ^ tollch engrossed in their own
arch, or conwyed from an outside : ire, and great ” J ,_
watchfulness should prevail overthi 1 department, affairs, or.poasesaeu of too little knowledge 

City establishment* have s great a I vantage over 1 Qf the details of the Company they profess to
t*iwe *n t*le countr3r- *“ the supen >r fire depart- _overtl and too careless to pay that attention 
meut ; the extra care of the cil y police, in
addition to private watchmen, the better necessary to acquire the neoeaaary knowledge, 
average experience of men who worl in large con- to understand very clearly its actual financial 
cern. over those in small It is a , ymt error to dition Directors who meet, perhaps, 
suppose that country pork-houses a t better risks 1 r
than those in the city, where they |ave these ad- once or twice a week, for an hour or two,
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THE AUDIT OF PUBLIC 
TION8.

iNSTITU-

cannot be expected to acquire a very detailed 
knowledge of a Company ; a want of regular­
ity in their attendance leads to a want of unity 
in their deliberations ; and the a been je 
through accident or design, of a seemingly 
trifling bit of information, may thwart their 
moat carefully considered resolves. We do 
not need to go ltack to the old Bank of Upj>er 
Canada forevidenceto sustain our statements; 
unfortunately cases are still freak in the mem­
ory of us all which would support all we have 
to aay on the subject, and a great deal more.

A few weeks ago, the Committee apjiointed 
to investigate the affairs of the (Jure Bank, 
told ns that “ they would be evading a grave 
though very painful obligation, ’were they not 
to express their decided opinion that very 
much of what ia now, for the first time known 
to be lost to the Bank, ought to have been 
long since written off as bed, and that a great 
part of the reminder should have been 
treated as of extremely doubtful value. And 
they deem it to be a subject for the deepest 
regret that the late Directors should not have 
seen it to be their imperative duty, both for 
their own eakea and in the interest of all con­
cerned fairly to confront the difficulties with 
which the institution has been long beset, 
and to bring their published statements into 
harmony with the actual facta of the case.”

The recent crisis in New Brunswick fur­
nishes the latest case in point. The cashier 
of the Commercial Bank was allowed to fol­
low his own devices by his Diesetora, and at 
the close of his career, left a deficit of $90,000 
' his accounts. On his sudden departure,

The greatest success seems to attend the 
operations of thoee joint-stock coinjianiee 
whose management takes the form of Execu­
tive individuality, as Mr. Scratthley calls it.
The greater the concentration in power, the 
greater are the chances of working out effi­
ciently and successfully the end in view, more 
especially so where promptness in decision 
and a speedy use of opportunities are rendered 
necessary by circumstances. No one under­
rates the advantage of judicious management ; 
it ia of the greatest importance So far as pros­
perity is concerned. But there is a tendency 
to ignore in practice the advantage of an 
effective audit and a close supe rvision which 
dearly bought experience now shows us to be 
essential to safety. As hss been well said—
“ For one Company that fails >y dishonesty
or from want of skill on the paH of the chief j from the lack of efficient supervision, 
official, ten come to grief from Oareless super- Our remarks apply with equal force to 
vision.” The fact that the natural tendency aQ public or private companies, and it would

in
it is at once admitted that he had managed 
the Bank without the slightest restraint or 
check. The 8t. John's News hit the nail on 
the head when it said “the corporators in all 
financial and industrial associations should 
see to it that frequent, exact and exhausting 
examinations are made.”

However, it must not be supposed tW 
Banks sre the only corporations that suffer

be easy to illustrate our position by casts » 
which companies of various k«*«4s ha vs ham 
familiarised with trouble through lack cf 
simple precautions. The superficial Ttj
jump at the conclusion when a w__*• ^
pends payment, that our system of 
ia a wrong one. But the system is *ao mom 
responsible for the failures than it * 1er the 
failures of the crops. The most perfect sj|! 
tern of hanking that could be devised vo«U 
be liable to the same centingaaoes. The 
real responsibility rests upon them who tail 
to work the system properly. That it cmhs 
well worked is proved by the fact that it a 
worked well by many institutions whose 
names will readily occur to the reader. A 
system may, of course, be improved m nat­
ters of detail. Before measures revolution­
ary are adopted, it would seem expedient to 
try measures remedial. The answers gma 
to the Senate Committee on BmH»g fa­
irish ed a great deal of valuable information 
and contained many useful suggestions ■ to 
guarding against the abuse of a system which, 
in theory and practice, is the beet adapted to 
the circumstances of the country. Some of 
the bankers who made answers went so far 
as to suggest a periodical inspection by pro­
per officers to be appointed by 1 

Wu do not think that such an 
would be necessary if a mure perfect system 
of audit were inaugurated. » , *

Mr. Scratchley, in his book on Bewfil 
Building Societies, puts the matter in a dsn 
light, and we cannot do better than give his 
own words :

1 The generality of Auditors sleeted by 
Shareholders are persons having no repate 
for experience in matters of unsnoa, sad 
their audita, in consequence, are little mere 
than an illusion. Auditors, to bee# say 
real value, should be in the character « 
Committees of Surveillance, and should so* 
be expected to content themselves with
checking the vouchers for payments, and the 
accuracy of the items entered in the «Cos- 
books. As long as it is considered apises if 
interference on the part of the Auditors d 
they desire to extend their invi 
y oud the accounts of a com pan 
give no guarantee either to the f 
or te the Creditors that all the 
of the Directors and officials have feed s 
record in the hooka.

“Hence the present system of audit is » 
the highest degree pernicious, for it tends Is 
create the idea of security where mens * 
really given.

“The public mind is perplexed este how 
fraud can be prevented. It is srged^mff 
when a concern is not managed entirely Iff 
one proprietor, somebody must be trad­
ed, and that auditors would not be able to 
prevent forgery or the falsification «f 
counts. This objection is groundlsra, w 
fraud begins when neglect of super rinon ti 
the management commence» ; and the bad 
way to prevent fraud is to introduce a sydrm 
which will create a fear at detection. •1


