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Mr. Mackenzie—“My recommendation would be 
to follow the example of the banks in England and 
adopt the chartered accountants' audit. That may 
nr may not he best ; I could not say. hut I would he 
inclined to adopt it. It has coincided in England 
with an entire absence of the troubles we have had 
here. 1 am strongly inclined to think there has been 
a moral effect of considerable weight in having the 
annual accounts submitted to audit by a firm of high 
standing. Whether a better result would he achieved 
In Government audit or other kind, I am not prepared 
to say."

security the bank, which trusted the farmer 
personal credit, charged over seven per cent. If 
you legislators wish to make a name for yourselves," 
he counselled, "just as the old usury laws were 
removed from the statute book, you will have this 
clause taken out, and let money, like everything el-e, 
find its own level."
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Cannot Reduce Profits.
Wednesday, Mr. Henderson closed his evid

ence lleing asked his opinion on the proposal to 
add a clause making any agreement among banks to 
limit competition a punishable offence, Mr. Hen
derson said he regarded it as an unfair proposal, lie 
pointed out that already banks made what 
regarded as reasonable working arrangements for 
mutual working together, and the public had 
suffered thereby. In discussing a point which had 
already been dealt with, Mr. Henderson said if the 
banks had to increase the rate of interest, payable 

of the action of the Govern -
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American Hankers Evidence.
Yesterday, evidence 

president of the First National Bank of Chicago, and 
one of the best-known of American bankers. Mr. 
Korgan stated that he did not consider local hanks 
with small capitals desirable, because small banks 
cannot compete successfully with branch hanks, 
because the branch banks afford better service, be
cause small banks are usually controlled by local 
Imrrowing interests, and because they are at a dis
advantage in carrying sufficient reserves against cur
rent liabilities.
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to depositors by
ment, they would have to correspondingly increase 
the rate of interest on loans.

Mr. W. F. Maclean (South York) inquired why 
the banks could not reduce their profits instead.

Mr. Henderson -" We cannot reduce profits; you 
yourself would not make investment in bank stocks 
to-day because you would not get enough profit from 
them."

reason

Inspection and Audit.
Regarding the inspection and audit question, Mr. 

Forgan said :— .
"The practical difficulty of inspection legislation 

is that it misleads public opinion as to where rc- 
s|hvisibility for management really belongs. When 
banks fail, public opinion is liable to held the highest 
supervisory authority responsible for their condition. 
If government through a department assumes siqicr- 
visory authority over the general management of the 
banks, it will lie held responsible for what it did not 
do, what it did not consent to being done and could 
not therefore prevent, and what it could only dis
cover through an inspection of conditions produced 
under other authority, which would be too late. It 
might then close the stable after the horse had been 
stolen.

"No external authority will ever undertake to 
declare a bank's condition such as to warrant sum
mary action to close it so long as it can keep its cus
tomers afloat in business and itself, in condition to 
meet its obligations.

"In the la-t analysis responsible supervision must 
the bank directors who control the inanage- 

Executive officers, judiciously selected, 
readily controlled. You cannot legislate good judg
ment and honest purpise into their minds and hearts.

"1 would advise the Canadian government keeping 
its hands off hank supervision or anything approach
ing it. The Finance Minister's suggestion for a 
shareholders' audit seems to me what is wanted. 
With the excellent system of internal supervision 
now in force, it should he feasible for practical 
accountants to certify without going outside the head 
office. The right of the Minister to require special 
audits is an excellent provision."

Mr. H. II. Mackenzie's Views.
Mr. 11. 11. Mackenzie, general manager of the Bank 

of British North America, gave evidence regarding 
the audit of the accounts of his bank by a firm of 
chartered accountants. These auditors were elected 
and re-elected by shareholder
recently in New York and made examination of 
securities without notice. ,, .

These auditors, Mr. Mackenzie told Mr. Turriff, 
obtained their information regarding the bulk of the 
branches from returns sent in and reports of inspec
tors, and they could drop in 
cared. If they found anything wrong, their duty 
was to make a report to the shareholders, lie stated 
that the shareholders did not attend the meetings in 
large numbers, most of them voting by proxy. I his 
statement led to several questions from Mr. Sharpe 
and other members as to whether the audit was not 
really in the hands of the directors, 
however, said the shareholders were not indifferent 
and would at once manifest their views if any change
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Against a Government Audit.

Replying to questions regarding a Government 
audit, Mr. Mackenzie said :—"I should say it would 
lie undesirable, because it would leave the Govern 
ment exposed to recriminations whenever there was 
any trouble with banks. There is a feeling on the 
part of the people of Canada that the Government 
is already held very strictly to account in regard to 
banks..........

I think you are quite as likely to get efficient in
spection from some of these experienced and well 
trained firms of auditors as you would at the hands 
of the Government.” The Cedar Rapids Manufacturing & Bower Com- 

jtaiiy, which is closely allied with the Montreal Light, 
Heat & Bower Company, and the Shawinigan Water 
Si Bower Company, has given out contracts in con
nection with the ’ new hydro-electric development 
amounting to over $3,000,000.

A Moral Effect.
Mr. Nickle (Kingston) asked the witness to pro

nounce between the efficiency of Government audit. 
Bankers' Association audit, or chartered accountant-
audit.
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