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ORDER OF REFERENCE.

House oF COMMONS,
Moxpay, December 2nd, 1912.

Ordered, That the following Members do compose the Select Standing Committee
on Banking and Commerce, viz.:—

Messieurs:
Aikins, Fisher, Nesbitt,
Ames, Forget (Sir Rodolphe),  Nickle,
Armstrong (Lambton), Fortier, Northrup,
Armstrong (York, O.) Foster (Kings, N.S.), Osler (Sir Edmund),
Baker, Foster (Toronto, N.,) Pacaud,
Ball, Fowler, Papineau,
Barker, Gauthier (St. Hyacinthe,) Pardee,
Barnard, Graham, Perley,
Beattie, Guthrie, Porter,
Bellemare, Haggart, Power,
Bennett (Calgary), Henderson, Pugsley,
Best, Hughes (Kings, P.E.I.), Rainville,
Bickerdike, Hughes (Victoria,) Rhodes,
Blondin, Jameson, Robb,
Boivin, Kay, Roche,
Boyece, Kemp, Ross,
Bristol, Knowles, Sexsmith,
Buchanan, Law, Sharpe (Lisgar),
Burnham. Lemieux, Sharpe (Ontario.)
Cardin, L’Esperance, Sinclair,
Carrick, Loggie, Steele,
Carvell, Macdonald, Stewart (Hamilton),
Charlton, Macdonell, Stewart (Lunenburg),
Clark (Bruce), Maclean (Halifax), Sutherland,
Clark (Red Deer), Maclean (York, O.,) Thompson (Yukon),
Cockshutt, McCraney, Thornton,
Cl‘OCl‘(et, > McCurdy, Tobin,
Currie, MecLean (Sunbury), Verville,
Demers, MecMillan, Warnock,
Donnelly, Martin (Regina,) Webster,
Edwards, Meighen, Weichel, and
Emmerson, Middlebro, White (Leeds).—96.

Ordered, That the said Committee be empowered to examine and enquire into
all such matters and things as may be referred to them by the House; and to report
m time to time their observations and opinions thereon; with power to send =
persons, papers and records.

Attest

fro

(Sed.) THOS. B. FLINT,

Clerk of the Commons.
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THURSDAY, January 30; 1913.

Ordered, That the Bill No. 36, An Act respecting Banks and Banking, be referred
to the said Committee. .
Attest ; (Sgd.) THOS. B. FLINT,

Clerk: of the Commons.

WepNEsDAY February 12, 1913.

Orderéd,—That Messieurs: Broder, Marshall, Turriff and Thomson (Qu’Appelle),
be added to the said Committee.
Attest (Sgd.) THOS. B. FLINT,

Clerk of the Commons.
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FINAL REPORT.

Comarree Rooy, No. 101,
THURSDAY, May 8, 1913.

The Select Standing Committee on Banking and Commerce beg leave to .
the following as their

TWENTY-SECOND REPORT.

Your Committee have had under consideration Bill No. 36, An Act respecting
Banks and Banking, and have agreed to report the same with amendments.

Your Cgmmittee also submit herewith their minutes of proceedings and evidence,
and the exhibits filed, and recommend that the same be referred to the Printing

Commi.ttee with a view to having the whole printed in blue-book form and as an
appendix to the Journals of the House.

All which is respectfully submitted.

(Sgd.) HERBERT B. AMES,
Chairman.
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PROCEEDINGS
BANKING AND COMMERCE COMMITTEE

HOUSE OF COMMONS

IN CONNECTION WITH

BILL NO. 36, AN ACT RESPECTING BANKS AND BANKING.

MINUTES OF PROCEEDINGS

House orF ComMoNs,
ComMmiTTEE RooMm No. 8 oF THE SENATE,
WebNESDAY, February 19, 1913.

Committee met at 11 a.m., Mr. Ames, the Chairman, presiding.

PresENT :—Messieurs Aikins, Barker, Barnard, Beattie, Boyce, Broder, Buch-
anan, Burnham, Charlton, Cockshutt, Currie, Donnelly, Emmerson, Foster (Kings),
Graham, Guthrie, Henderson, Hughes (P.E.L.), Kemp, Macdonell, Maclean (York),
MecCraney, McCurdy, Meighen, Nesbitt, Northrup, Papineau, Pardee, Perley, Power,
Rhodes, Ross, Sinclair, Stewart (Hamilton), Thornton, Warnock, Webster, White
(Leeds), and others.

The Chairman read the memo. of procedure adopted by the Committee on the
13th instant, which is as follows:—

1. Committee to meet three times a week—Wednesday, Thursday and Friday,
at 11 a.m.—commencing with February 19. The first two days to be devoted to the
consideration of the Bank Act. The last day reserved for Private Bills.

2. Non-contentious sections may be first disposed of. Any clause to which there
is objection to stand, on the request of a member, for future consideration.

Reconsideration permissible on notice of motion.

3. Important amendments introduced in Committee by members may be received -
a8 notices of moiion to be disecussed, but not voted apon until at a subsequent mieet-
ing of Committee. Members of the Committee shall be furnished with copies of
such amendments.

4. Parties desiring to be heard in respect of the provisions of the Bank Act, may
be permitted to appear, upon motion of a member.

Mr. Aikins moved, That the hour of meeting of the Committee be 10.30 a.m.,
which was negatived on division: Yeas, 7; nays, 11.

The Chairman stated that 500 copies of the Proceedings of the Committee would
be printed for the use of the members. :

The Committee then proceeded to the consideration of Bill No. 36, respecting
Banks and Banking.

2—1
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The following sections were read and adopted: 3, 5, 7, 8, 9, 11, 14, 17, 27, 37, 39,
40, 42, 45, 48, 50, 52, 63, 65, 66, 67, 68, 69, 75, 78, 80, 81, 82 85, 95, and 96.

The following sections were amended and adopted as amended:—1, 6, 71 and 73.

The following sections were, upon the requests of members, allowed to stand for
future consideration:—2, 4, 10, 12, 13, 15, 16, 18, 19, 20, 21, 22, 23, 24, 25, 26, 28, 29,
30, 31, 32, 33, 34, 35, 35a, 36, 38, 41, 43, 44, 46, 47, 49, 51, 53, 54, 55, 56, 56a, 57, 58,
59, 60, 61, 62, 64, 70, 72, 73, T4, 76, 77, 79, 83, 84, 86, 87, 88, 89, 90, 91, 92, 93, 94, 97
and 98.

Mr. Aiking, and the Finance Department submitted various amendments as
notices of motion, which were ordered to be printed and distributed to the Com-
mittee for consideration.

Mr. Maclean (York) requested the Finance Department to submit to the Com-
mittee statement of rest or reserve fund of the banks for the last thirteen months,
and also similar statement for each year for the last thirteen years.

At one o’clock p.m., the Committee adjourned until to-morrow at 11 a.m.

NOTICE OF MOTION—By Mr. AIKINS.

To substitute for paragraph (g), section 2, the following:

(g) “Goods, wares and merchandise,” includes, in addition to the things usually
understood thereby, products of agriculture, products of the forest, products of the
quarry and mine, products of the sea, lakes and rivers, petroleum and crude oil, and
other articles of commerce.

To substitute for paragraph (%), section 2, the following:

(k) “Products of agriculture” in addition to the direct products of the soil such
as hay, grain, roots, vegetables, fruits and other crops includes milk, cream, butter,
cheese, honey, poultry (dead), and eggs, hides, pelts and wool, and dried, canned and
preserved vegetables and fruats.

To substitute for paragraph (m), section 2, the following:

(m) “Products of sea, lakes and rivers” includes fish of all kinds whether fresh,
frozen, salted, dried, canned, preserved in oil or otherwise preserved, whales and seals,
their oil, skins and bone, oysters, lobsters and other crustaceans, fresh and canned
or otherwise preserved. *

To amend sub-paragraph (i2) of paragraph (o) of section 2, by substituting for
the words in line 47, “ delivered to him as bailee” the words “in his possession as
bailee.”

To add a paragraph to section 2 as follows: “ grain
rye and flax.

To add to paragraph (d) of section 2, the words “horses and sheep.”

To add to paragraph (b) of section 4 the following: “If the same has not been
increased or decreased but if increased or decreased then as increased or decreased
before the passing of this Act.”

To add to sub-section 3 of sectlon 12 the following: “ and the amount paid in on
such subseription.” !

To add to sub-section 2 of section 13, after the words “bona fide,” the words
“or be complete unless and until.”

To add the following paragraph (¢) to sub-section 3 of section 13:

(¢) “to provide for the method of filling vacancies in the board of directors
until the annual general meeting.”

To add at the end of sub-section 3 of section 15 the following:

“and no such expenses shall be paid unless shown in such statement and
approved by the Board A

” means wheat, oats, barley,
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NOTICE OF MOTION—BY THE MINISTER.

To amend section 2 by inserting new sub-section 3 as follows:

“3. When by this Act a notice is required to be published in a newspaper for four
“weeks or any longer period, publication each week in a weekly newspaper, or once
“a week during the period in a newspaper published more frequently, shall be a

“sufficient publication for the purposes of the Act.” ;
Former sub-section 3 of the section to then become sub-section 4.

To amend section 2], sub-section 3, line 39, by substituting for .t-he”Wf)l'd .“ elec-
tion ” the words “ annual general meeting,” and for the word “election™ in line 41,

the words “said meeting.”

Sub-section 1 of section 24 to be amended so as to read as follows :—
“24. The directors as soon as may be after their election, shall proceed t’? elect,
“by ballot, from their number a president and one or more vice-presidents.

REST OR RESERVE FUND OF THE BANKS—HOW DERIVED.

(Submitted by Finance Dept.)

From Shareholders:
Name of Bank. Premium on issues From profits Total.
of Capital Stock.
$ $ $

Bank'of Montreal. - 0 TR S ol 4,741,450 00 11,258,550 00 16,000,000 00
Home Bank of Canada..........covouennnn 344,000 00 106,000 00 0,000 00
Royal Bank of Canada................... 10,662,069 50 1,897,930 50 12,560,000 00
MOISONSBANK, 5 . e e B b s s ‘ 1,925,000 00 2,775,000 00 4,700,000 00
BEHISh NOTER AINOTION . i nos s s mimin s en s s i e e i 2,774,000 00 2,774,000 00
BATICOl R o & e i ok d s vaaressl 2,362,980 00 1,962,500 00 4,325,480 00
Bank of Nova Scotifi........ocevvinann.. 5,143,166 86 3,584,979 14 8,728,146 00
Standard Bank of Canada. 1,429,575 00 1,599,700 00 3,029,275 00
Imperial Bank ofeCanada................. 4,874,688 00 1,790,433 00 6,665,121 00
Metropolitan Bank:............ % ....... ‘ 1,000,000 00 250,000 00 1,250,000 00
OO BAE. L oy i e s o s l‘ 3,882,810 89 2,117,189 11 6,000,000 00
Merchants’ Bank of Canada.............. | 650,760 00 5,760,000 00 6,410,760 00
La Banque Provinciale i SR e L A0l 575,000 00 575,000 00
La Banque Nationale............ 100,000 00 1,300, 000 00 1,400,000 00
ST L W e R S U A R e e 1,250,000 00 1,250,000 00
Banque d’Hochelaga.. 732,980 00 2,267,020 00 3,000, 000 00
Bank of Toronto....... 3,105,000 00 2,895,000 00 6,000,000 00
Bank of Hamilbon... . vuixtuioss s svnins il 1,558,771 40 1,941,228 60 3,500,000 00
Northern Cuowrh BAnk oo id s s s o corsiraale e e ot 300,000 00 300,000 00
Union Bank of Canada...................| 1,277,558 00 2,022,442 00 3,300,000 00
Weyburn Security Bank.................. I 2,586 40 62,413 60 65,000 00
Bank of New Brunswick................. 813,010 00 976,990 00 1,790,000 00
Canadian Bank of Commerce. ........... 3,413,804 73 9,086,195 27 12,500,000 00
Sterling Bank of Canada................. \ 207,994 45 92,005 55 300,000 00

$48,228,205 23 $58, 644,576 77 $106,872,782 00

2—13%
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"MINUTES OF PROCEEDINGS.

House oF CoMMONS,
ComMmiTTEE Room No. 101,
TraUrsDAY, February 20, 1913.

Committee met at 11 a.m., Mr. Ames, the Chairman, presiding.

PrESENT :—Messrs. Aikins, Armstrong (Lambton), Baker, Beattie, Broder, Carvell,
Clark (Bruce), Cockshutt, Donnelly, Emmerson, Fisher, Fortier, Gauthier (St.
Hyacinthe), Hughes (Kings, P.E.I), Law, Loggie, Miarshall, Meighen, Nisbitt,
Osler (Sir Edmund), Papineau, Pardee, Power, Rainville, Rhodes, Ross, Sharpe
(Ontario), Steele, Stewart (Hamilton), Stewart (Lunenburg), Thomson (Qu’Ap-
pelle), Thompson (Yukon), Thornton, Turriff, White (Leeds).

Mr. Aikins and the Finance Department further submitted various amendments
as notices of motions. (To be printed and distributed to the Committee.)

On motion of Mr. Sharpe (Ontario), it was
Resolved, that the Minister of Finance be requested to secure a report from all
the chartered banks of Canada for the information of this Committee showing:—

(1) The nominal capital of each bank at the date of the last revision of the
Bank Aect, 1900.

(2) The paid up capital on February 1, 1900.

(3) The nominal capital of each bank on February 1, 1913.

(4) The paid up capital and reserve of each bank on February 1, 1913.

(5) The amount of dividend and bonuses, if any, paid up each year from 1900
to the present date.

(6) The amount of fiew stock issued and the price paid by the shareholders of
the bank for such new stock.

(7) The amount of the value of the “rights” to the shareholders of each new
issue of stock. '

(8) The amount of notes issued by the banks and lost between February 1, 1900,
and February 1, 1913.

The Committee then proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking. :

The following sections were read and adopted:—113, 115, 116, 125, 126, 127, 129,
130, 131a, 132, 133, 136, 137, 138, 139, 147, 147a, 148, 152, 154, 155 and 157.

Section 159 was read and amended, and adopted as amended.

The following sections were, upon the requests of members, allowed to stand for
future consideration:—99, 100, 101, 102, 103, 104, 105, 106, 107, 108, 109, 110, 111,
112, 114, 117, 118, 119, 120, 121, 122, 123, 124, 198, 131, 134, 135, 140, 140a, 141, 142,
143, 144, 145, 146, 149, 150, 151, 153, 156 and 158.

Schedule B was read and adopted, with the exception of section 5 thereof, which
stands over for further consideration.

Schedule E was read and adopted.

The Finance Department. laid on the Table Statement of assets, &e. of the
Banks in Canada for the last twenty years, in answer to the request of Mr. Maclean
(York), made at the last meeting of the Committee.

Resolved, that the proposed amendments covering the first 32 sections of the bill,
be taken into consideration on Wednesday next, February 26.

The Committee then adjourned.
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NOTICE OF MOTION—By the MINISTER.

To amend section 26 by adding the word “a” before “vice-president” in line e
To amend section 28— 2
Line 85, by striking out the word “the” before “ vice-president ” and inserting
instead thereof the word “a.” ; oo

Add the letter “s” to the word “vice-president” in line 38.
Insert the word ®a” before “ vice-president” in line 45.
Section 30—
Strike out sub-section 2. ! e |
Re-number existing sub-sections 3 and 4 as sub-sections 2 and 3 respectively.
Section 31—
Line 50, insert the word “a” before “ vice-president.” L0

_ Also insert the word “a” before the word “ vice-president 7 in }me % pa.ge'12.
In section 34, line 19, insert the word “ at” before “ such ”—a printer’s omission.
Section 34—

In new sub-section 2 of section 34, line 34, substitute “ninety days” for the
words “sixty days.”

Sub-section 3 of section 34: Substitute the following therefor:—

“ Any of such allotted stock which is not accepted by a shareholder to whom the
“ allotment has been made, within the time so fized, or which he declines to accept,
“ together with such shares as remain unallotted because of the provision of this sec-
“t{ion that no fraction of a share can be allotted, may be offered for subscription to

“the public in such manner and on such terms as the directors prescribe.” 53 V.,
C. 81, 8.27, Am.

NOTICE OF MOTION—By Mr. AIKINS.

To amend section 29 by adding after the word “ Act” in the second line thereof
the following :—

“or to any by-law duly passed by the shareholders.”

NOTICE OF MOTION—By Mr. AIKINS.

To substitute for sub-section 2 of section 88 the following:—

“The bank may lend money to a person engaged in farming upon the security
of threshed grain.”

PROPOSED AMENDMENTS TO BILL No. 36 RESPECTING BANKS AND
: - BANKING.

By Mr. AIKINS.

To add to paragraph (d) of section 2, the words “ horses and sheep.”

To substituté for paragraph (g), section 2, the following:

(g) “goods, wares and merchandise,” includes in addition to the things usually
understood thereby, products of agriculture, products of the forest, products of the

quarry and mine, products of the sea, lakes and rivers, petroleum and crude oil, and
other articles of commerce.

To substitute for paragraph (%), section 2, the following:

(k) “products of agriculture” in addition to the direct products of the 501; stltlg.)
as hay, grain, roots, vegetables, fruits and other crops includes milk, cream, butter
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cheese, honey, poultry (dead), and eggs, hides, pelts and wool, and dried, canned and
preserved vegetables and fruits.

To substitute for paragraph (m), section 2, the following:

(m) “products of sea, lakes and rivers,” includes fish of all kinds whether
fresh, frozen, salted, dried, canned, preserved in oil or otherwise preserved, whales and
seals, their oil, skins and bone, oysters, lobsters and other crustaceans, fresh and canned
or otherwise preserved.

To amend sub-paragraph (i) of paragraph (o) of section 2, by substituting for
the words in line 47, “delivered to him as bailee ” the words “in his possession as
bailee.”

To add a paragraph to section 2 following paragraph re “goods, wares and mer-
chandise ” as follows: “grain” means wheat, oats, barley, rye and flax.

By the MINISTER.

To amend section 2 by inserting in subsection 1 immediately after paragraph (f)
the following

(¢g) “farmer” includes the owner, occupier, landlord and tenant of a farm;

To amend section 2 by inserting new sub-section 3 as follows:

«3 When by this Act a notice is required to be published in a newspaper for four
“ weeks or any longer period, publication each week in a weekly newspaper, or once
“3 week during the period in a newspaper published more frequently, shall be a
«sufficient publication for the purposes of this Aect.”

Former sub-section 3 of section 2 is to then become sub-section 4.

By Mr. AIKINS.

To add to paragraph (b) of section 4 the following: “If the same has not been
increased or decreased but if increased or decreased then as inereased or decreased
before the passing of this Act.”

By Mr. SHARPE (Ontario).

Section 4—To be amended by substituting the word “twenty” for the word
“ twenty-three ” in line 31.

Section 10.—That section 10 be struck out and the following substituted there-
for:—

Banks shall consist of three different classes: (¢) Dominion banks with branches
in more than one province, (b) Provincial banks with branches in only one prov-
ince, and (¢) City or County banks with no branches.

The capital s_tos:k of such banks hereafter incorporated shall be not less than
$500,000 for Dominion banks, $250,000 for Provinecial banks, and $100,000 for City
or County banks.

And the capital stock of any bank shall be divided into shares of one hundred
dollars each.

By Mr. AIKINS.

To add to sub-section 3 of section 12 the following: “ and the amount paid in on
such subseription.”

To add to sub-section 2 of section 13, after the words “ bona fide,” the words
“or be complete unless and until.”
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To add the following paragraph (¢) to sub-section 3 of section 13:

(¢) “to provide for the method of filling vacancies in the board of directors "
until the annual general meeting.”

To add at the end of sub-section 3 of section 15 the following:

“and no such expenses shall be paid unless shown in such statement and
approved by the Board.”

By Mr. SHARPE (Ontario).

Section 18.—To strike out paragraph (%).

Section 20, sub-section 2.—That the words: “or such greater amount as is re-
quired by any by-law in that behalf,” in lines 30 and 31 be struck out.

Section 20, sub-section 3.—That the following words be added: “ and domiciled
in the Dominion of Canada.” ;

Section 21, sub-section 3.— and also by mailing a notice thereof to each share-
holder at his or her last known P.O. address as shown by the bank at least two weeks
previously to the time of holding the election.”

By the MINISTER.

To amend. section 21, sub-section 3, line 39, by substituting for the word “ elec-
tion” the words “annual general meeting,” and for the word “election” in line 41,
the words “said meeting.”

By Mr. SHARPE (Ontario).

Section 23.—All the words after the word “ then ” be struck out and the following
wox:ds added: “the shareholders will proceed to elect one of such candidates by
taking a second ballot or more if necessary until one or the other will have received
a majority of votes cast.”

By the MINISTER.

Sub-section 1 of section 24 to be amended so as to read as follows:—
5 “24. The dire?to'rs as soon as may be after their election, shall proceed to elect,
by ballot, from their number a president and one or more vice-presidents.”
To amend section 26 by adding the word “ a” before © vice-president” in line 25.
To amend section 28—
Line 35, by striking out the word “the” before “ vice-president” and inserting
instead thereof the word *a.” '

Add the letter “s” to the word “ vice-president” in line 38.
Insert the word “a” before “vice-president” in line 45.

By Mr. AIKINS.

To amend section 29 by adding after the word “ Act” in the second line thereof
the following :—
“or to any by-law duly passed by the shareholders.”

By Mr. SHARPE (Ontario). :

Section 29, paragraph (a) struck out and the following substituted:—
“(a) The management of the affairs and concerns of the Bank.”
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By the MINISTER.

Section 30—

Strike out sub-section 2.

Re-number existing subsections 3 and 4 as sub-sections 2 and 3 respectively.
Section 31—

Line 50, insert the word “a” before “ vice-president.”

Also insert the word “a” before the word “ vice-president” in line 4, page 12.

By Mr. SHARPE (Ontario). -

Section 384, subsection 1 struck out and the following substituted:—

“ Any of the original unsubseribed capital stock, or of the increased stock of the
bank shall, at such time as the directors determine, be allotted to the then share-
holders of the bank pro rata, at such rate and on such terms as are fixed by. .

g . some competent court or commission designated by Order-m—
Counc11 upon apphcatlon by the Directors, and until such court or commission be
created or designated, on such terms as are fixed by the Treasury Board.”

By the MINISTER.

" In section 34, line 19, insert the word “ at” before “ such ”—a printer’s omission.
Section 34—
In new sub-section 2 of section 34, line 34, substitute “ninety days” for the
words “ sixty days.”

Sub-section 3 of section 34: Substitute the following therefor:—

“ Any of such allotted stock which is not accepted by a shareholder to whom the
“ allotment has been made, within the time so fized, or which he declines to accept,
“together with such shares as remain unallotted because of the provisions of this sec-
“tion that no fraction of a share can be allotted, may be offered for subscnptlon to

“the public in such manner and on such terms as the directors preseribe.” 53 V.,
C. 31, S. 27, Am.

MINUTES OF PROCEEDINGS.

House oF COMMONS,
CommiTTee Room, No. 211.
WEeEDNESDAY, February 26, 1913.

Committee met at 11 a.m., Mr. Ames, the Chairman, presiding.

PrESENT—Messrs. Aiking, Ames, Barker, Beattie, Bennett (Calgary), Boyce, Car-
vell, Charlton, Clark (Bruce), Cockshutt, Crocket, Currie, Donnelly, Edwards,
Emmerson, Guthrie, Hughes (Kings, P.E.L.), Kemp, Law, Macdonald, Macdonell,
Maclean (Halifax), Maclean (York, O.), McCurdy, Maighen, Nickle, Northrup, Osler
(Sir Edmund), Pardee, Perley, Power, Rhodes, Robb, Ross, Sexsmith, Sharpe (On-
tario), Steele, Stewart (Hamilton), Stewart (Lunenburg), Sutherland, Thomson
(Qu’Appelle), Thornton, Turriff, Warnock, Weichel, White (Leeds).

The Minister of Finance submitted partial return in answer to the motion of
Mr. Sharpe (Ontario), passed by the Committee on Thursday, February 20.
Ordered, That the same be printed with the Proceedings of the Committee.

Messrs. Steele, McCurdy, Turriff (for Mr. McCraney), and Sharpe (Ontario),
gubmitted motions. (To be printed and distributed to the Committee.)
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Mr. Maclean (York) moved—

That the Committee proceed to a general discussion of the Bill with a view of
ascertaining the contentious clauses or suggested amendments, and that such wit-
nesses as the Committee decide be then examined on those points.

Mr. Aikins moved in amendment thereto—

That the Committee proceed with the Bill clause by clause. Where in the judg-
ment of members a clause is regarded as contentious or on which members require
information, that clause should again stand for further consideration.

The question being put on the amendment, it was

Resolved in the affirmative on a standing vote:—Yeas, 22; Nays, 19.

Resolved, That a sub-Committee composed of the Chairman and Messrs. Bennett
(Calgary), Maclean (Halifax), Sharpe (Ontario), and Turriff, be appointed to pre-
pare and report to-morrow a list of persons to be later requested to appear before the
Committee and give such information on the Bill as the Committee may require.

Mr. Bennett (Calgary) moved the following as a notice of motion:—

That speeches on this Bill be restricted to five minutes, and that no member shall
speak more than once on any one clause.

Mr. Emmerson gave notice that he will move to-morrow that the Committee do
employ a counsel to represent the interests of the general public in connection with
the Bill under discussion. .

The Committee then adjourned until to-morrow (Thursday).

NOTICES OF MOTION.
By Mr. SHARPE (Ontario).

Section 41.—That sub-section 1 be struck out and the following words be added
to section 2 after the word “ do” in line 11: “ and personal service of such notice on
such shareholders or his personal representatives.”

By Mr. F. B. McCURDY.

That clause 43 be struck out.

By Mr. SHARPE (Ontario).

Section 43.—That sub-section (b) be struck out.

Section 46.—That in sub-section (2) all the words after “purchase.” in line 48
be struck out.

Section 56.—That this section be not now passed, but referred to the Depart-
ment of Finance with the request that a new section be substituted providing for an
efficient system of Government audit and inspection, the inspection to be primarily
designed to ensure the provisions of the Bank Act being observed and to ensure that
no frauds are being perpetrated upon the public; or in the alternative:

1. The Minister shall appoint a Board of Bank Inspectors consisting of two or
more members appointed by the Governor in Council.

9. Each Inspector shall hold office during good behaviour for a period of ten
years from the date of the appointment, but may be removed at any time by the
Governor in Council for cause. Provided that .

(a) An Inspector shall cease to hold office upon reaching the age of seventy years.

3. An Inspector on the expiration of his term of office shall, if not disqualified by
age, be eligible for re-appointment.
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4. One of such Inspectors shall be appointed by the Governor in Couneil Chief
Inspector of the Board and shall be entitled to hold the office of Chief Inspector so
long as he continues a member of the Board.

5. No Inspector shall indirectly or directly hold, purchase, take or become inter-
ested in any stock or share of any chartered bank of Canada, nor of any trust or loan
or other company having any business dealings with the chartered banks of Canada.

6. The remuneration of the Board of Inspectors shall be fixed by the Governor in
Council and be paid by an assessment of the chartered banks of Canada, such assess-
ment to be according to the paid up capital of each bank.

7. Every bank shall be inspected twice each year or oftener if deemed necessary
by the Minister.

8. Each member of the Board of Bank Inspectors-shall have a right of access to
the books and accounts, cash, securities, documents and vouchers of the bank, and
shall be entitled to require from the directors and officers of the bank such informa-
tion and explanation as may be necessary for the performance of the duties of the
Inspector. y

9. If the bank has branches or agencies it shall be sufficient for all the purposes
of this section if the auditors are allowed access to the returns, reports, and statements
and to such copies of extracts from the books and accounts of any such branch or
agency as have been transmitted to the chief office, but the Inspectors may in their
discretion visit any branch or agency for the purpose of examining the books and
accounts, cash, securities, documents, and vouchers at the branch or agency.

10. It shall be the duty of the Inspectors twice at least each year, in addition to
such checking and verification as may be necessary, for this report upon the state-
mert submitted to the shareholders under section 54 of this Act, to check the cash and
verify the securities of the bank at the Chief Office of the Bank against the entries
in regard thereto in the books of the bank, and should they deem it advisable, to check
and verify in the same manner the cash and securities at any branch or agency.

11. The Inspectors shall make a report to the Minister on the accounts examined
by them on the checking of cash and verification of securities referred to in the next
preceding sub-section and on the statement of the affairs of the bank submitted by the
directors to the shareholders under section 54 of this Act during each year of their
tenure of office, and the report shall state:

(a) Whether or not they have obtained all the information and explanation they
have required. -

(b) Whether their checking of cash and verification of securities required by sub-
section 10 of this section agreed with the entries in the books of the bank with regard
thereto.

(¢) Whether, in their opinion, the statement referred to in the report is properly
drawn up so as to exhibit a true and correct view of the state of the bank’s affairs
according to the best of their information and the explanation given them, and as
ghown by the books of the bank.

(d) Whether there have been any violations of the provisions of the Bank Act,
and if so, in what particulars, and

(e¢) Whether there are any acts of fraud being perpetrated by the officials or
officers of the bank.

By Mr. STEELE.

To amend section 61 by adding to the first subsection thereof a paragraph as
follows :— . ;

(¢) But the bank shall not re-issue such notes until the same have been steril-
ized, by heating them to a temperature of 270 degrees or by some other method
approved by the minister.
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By Mr. SHARPE (Ontario).

Section 61.—That the following subsections be added:—

“21. The bank shall pay to the Government of Canada an annual tax equal to
«evee..s..per cent on every one hundred dollars of notes issued under the authority
of this Aect.

“92. The bank, in addition to this annual tax, shall pay to the Government of
Canada a tax equal to ........ per cent on every one hundred dollars loaned in
foreign countries.”

By Mr. STEELE.

To amend section 72 by adding thereto the following sub-sections:—

3. or in Dominion notes or bank notes unless the same have been sterilized, by
heating to a temperature of at least 270 degrees or by some other method approved
by the minister, before each issue or payment of the same after the first issue.

4. No payment shall be made in Canada in silver or nickel coinage of any other
country, or in bills which are not Dominion notes or Canadian bank notes.

By Mr. SHARPE (Ontario).

Section 76.—That subsection 2 be amended by adding the following paragraphs:—

(d) lend money or make advances to a mining company or mining corporation
in which the president, directors, manager or other officer thereof is or are directly
or indirectly interested. ,

(e) lend money or make advances in excess of $ to any company or cor-
poration in which the president, directors, manager or other officers thereof is or are
directly or indirectly interested without the unanimous consent of all the directors
present at a special board meeting called for the purpose of passing upon such loan
or advances. Should all the directors be either directly or indirectly interested in
the company or the corporation seeking the loan or advance then the loan or advances
shall not be made under any circumstances.

(f) lend money or make advances in excess of ten per cent of its paid up capital
to any foreign person, company or corporation, or upon the securities of such foreign
person, company or corporation, or in excess of twenty-five per cent of its paid up
capital to any person residing in Canada or any company or corporation having its
head office in Canada or upon the securities of such person, company or corporation.

That section 77 be stricken out.

By Mr. F. B. McCURDY.

T

To strike out section 7

By Mr. SHARPE (Ontario).

Section 88.—That subsection 8 be struck out and the following substituted there-
for:—

“The bank may lend money to a farmer upon the security of his live stock.”

Section 8.—That sub-section 9 be added:— ;

“ Such security or a copy thereof shall be mailed by registered letter to the offices
to be filed therein in the various provinces of the Dominion where bills of sale a}ld
chattel mortgages are required now to be filed within twenty-four hours of the giv-
ing of such security.”



12 BANKING AND COMMERCE COMMITTEE

3 GEORGE V., A. 1913

‘Section 8.—Sub-section 2, add these words:—

“ And provided further that such preference shall not be given over the claims
of any mechanic or workman for four weeks’ wages earned in respect to the goods,
wares and merchandise on which the bank holds the security aforesaid.”

By Mr. McCRANEY.

To amend section 91 of the Bank Act by adding the following sub-section there-
to:—

2. No bank shall, directly or indirectly, charge or receive any sum whatsoever
for the keeping of any account in such bank.

By Mr. SHARPE (Ontario).
That section 99 be stricken out.

Section 114.—Sub-section 8 be amended by adding thereto:—

“The bank shall transfer and pay over to the Minister notwithstanding any
statute of limitation or other Act relating to prescription,—

¢ (a) all stock, no dividend whereon is claimed for six years before the last day
on which a dividend thereon becomes payable (except where payment of
dividend has been restrained by order of a court);

¢ (b) all dividends and all amounts of drafts or bills of exchange issued by the
bank which have remained unpaid for more than six years after they
became payable;

“(¢) all sums of money, deposits or balances in respect of which no transactions
have taken place, or upon which no interest has been paid, or no acknowl-
edgement has been made by the bank, or to which no claim has been

made by any person entitled thereto, during the six years prior to the
date of the last annual return of the bank.

“If a claim to any stock so transferred or money so paid is thereafter estab-
lished to the satisfaction of the Treasury Board, the Governor in Council shall, on
the report of the Treasury Board, direct the retransfer or payment -thereof to be
made to the person entitled thereto.

“3. Upon transfer or payment to the Minister as herein provided, the bank and
its assets shall be held to be discharged from further liability for the stock so trans-
ferred and the amounts so paid.”

Section 138.—Sub-section (@) is amended by inserting after the word “manager”
in line 6 in said sub-section (a) the following words:—
“ And every local manager of a branch.”

Section 140b.— Every person who, being the president, vice-president, director,
general manager, manager or other officer of a bank, enters into an agreement with
any other president, vice-president, director, general manager, manager, or other
officer of any other bank, or is a party to any agreement to which a bank is a party
to control, regulate, raise or lower the rates of interest on deposits or loans, dis-
counts, or exchange, or limit competition in establishing branch banks, shall be

" guilty of an indictable offence and liable to imprisonment for a term not exceeding
five years, or to a fine not exceeding $2,000, or to both.”

Section 158.—Sub-section 3 be amended by adding thereto:—

“Tn case any violation of this Act be brought to the attention of the Minister
and on request the latter refuses to sue for the amount of the penalties as provided
by this Act, and neglects to sue for a period of three months after such notice, then
such person so notifying the minister may bring suit in his own name for the re-
covery of the penalties and such penalties shall belong to such person so suing.”
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ANSWERS TO QUESTIONS 1, 2, 3 AND 4, UNDER RESOLUTION OF BANKING
AND COMMERCE COMMITTEE, FEBRUARY 20, 1913, ON
MOTION OF MR. SHARPE.

—
—é ks st Capital Capital Capital Reserve
= Authorized .| Subscribed. | Paid up. Fund.
Z
$ $ $ 3
J B OR TOIONEG. « s ie i sk e b B or v SnFvie iaase 2,000,000 (- 2,000,000 | 2,000,000 | 2,000,000
2|Canadian Bank of Commerce... . .. . . .......| 8,000,000 8,000,000 8,000,000 2,000,000
3 8omipiolx; B:]a.(nk ................................. 3,000,000 2,500,000 2,;62. §751 2,362,%
P o Tl L M AR o SR A e e 1,500,000 1,396,300 1,379,351 350,
5|Standard Bank of Canada........cco.o. vivvnan. 2,000,000 1,000,000 1,000,000 750,000
6/Tmperial Bank of Canada... ................... 2,500,000 2,500,000 2,500,000 1,850,000
Y eatcrs:Bank of Canada:.2- 5 s rich hes e ls o | 1,500,000 1,350,100 1,345,310 250,000
8 %anl}: of gamilton ............................ | 2,000,000 | 2,000,000 | 1,997,820 1,%,%
DI OF KIBRUIN. . o <o v e e e v amianm <SR Ea S 2,000,000 2,000,000 2,000,000 1,665,
10{Western Bank of Canada........................ 1,000,000 500,000 401,239 134,000
11|Bank of Montreal 12,000,000 | 12,000,000 |- 12,000,000 7,000,000
12{Bank of British North America 4,866,666 4,866,666 4,866,666 1,703,333
13{Provincial Bank of Canada...................... 1,000,000 873,487 816,321 Nil.
f]l:i %&xi;{od’}%ochﬁlaga. E o il Sl AR b el DN Al 2,000,000 1,500,000 1,500,000 3 '5553,8%
IOINONE BRI, i e i o o e i 2,500,000 2,500,000 2,500,000 , 050,
16|Merchants Bank of Canada...... .... .....cu... 6,000,000 6,000,000 6,000,000 | 2,600,,000
‘]].-g Bang:eg:tli‘onale .............................. :1‘!16288’000 5,%,% %,%,% %(5)’%
Bhee BROK ' i sion s fvmas teis s sh sams as e a s 000 X % L
19/Union Bank of Canada. . ... 3 R i S 2,000,000 | 2,000,000 | 2,000,000 550,000
2OIBANUS A0 T, ¢ oio oot nsonoosaiahpn ohobes 1,000,000 500,200 262,299 10,000
21|Banque de St. Hyacinthe 1,000,000 404,600 323,790 75,000
22|Eastern Townships Bank 2,000,000 2,000,000 1,742,875 1,050,000
23{Bank of Nova S00LIR. . cc.vveerinesoeness e 2,000,000 2,000,000 2,000,000 2,600,000
24 llz,oyal Bank (i(f DROAEN. v i T s e 3,%,883 2,000,000 2,000,000 1,700,000
P TR O T LN S S e WA ey L o ;i 700,000 700,000 260,000
26/ nion Bank of HABEAY < vcovvesosn Seomas vas 1,500,000 900,000 900,000 505,605
27| Halifax Banking Company. .............cccovuen. 1,000,000 600,000 600,000 75 000
B B R O Y RARDIOUER . ot o v s o 3 eimh s aoa. s 300,000 300,000 300,000 30’000
29| Exchange Bank of Yarmouth.................... 280,000 280,000 262,815 30°000
30|Commercial Bank of Windsor. . ... il PRty 500,000 500,000 350,000 60’000
31|Bank of New Brunswick...........c...cc0ovnnn.n. 500,000 500,000 500,000 700’000
32 Peogle’s Bank of New Brunswick..... .......... 180,000 180,000 180,000 155,000
338t Slaphen'a Bank <1 cicaey mise. svmsiiaia s 200,000 200,000 200,000 45,000
34i1Snmmerside Bank o eniie ainsi awiios spee 48,666 48 666 48,666 24,333
35|Merchants Bank of Prince Edward Island....... 500,000 256,408 256,295 128,194
$ 74 875,732 |$ 68,156,427 |$ 67,095,718 |$ 36,437,736
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Capital et cetera of the Chartered Banks of Canada as at June 30, 1901, immediately
before last Revision came into effect.

Name of Bank.

JANUARY 31, 1913.

Capital Stock.

Nom de La Banque. £NIE
Capital | Capital | Capital | ChRest
Authorized.| Subscribed. | Paid up. | g iq"e
Capital Capital Capital S
autorisé, souscrit. velz‘sé. Mof%:f'&‘: du
de réserve.
|
[ $ $ $ $
Babk ob:Nohtreal . i3 Lo e RVt S et | 25,000,000 ‘ 16,000,000 | 16,000,000 | 16,000,000
Bank of New Brunswick.. . 1 1,000,000 1,000,000 1,000,020 1,790,000
CnebeciBadk . s Toc o SRl S e s s i enaa| = 05000000 2,637,300 2,560,550 1,250,000
BRI O INOVR IBOEIRG oo o o Do s e s idsas s ‘ 5,000,000 = 4,941,800 | 4,801,010 | 8,821,414
Bank of British North America .......... . . ... 4,866,666 | 4,866,666 4,866,666 2,774,000
137 e A N vt o 2 SIS Se S S SRS R | 10,000,600 5,000,000 5.000,000 6,000,000
LT T T S R PR B O St - o S 5,000,000 4,000,000 4,000,000 4,700,000
Banq}l]le B, £ T R s A L o e S0 1 SO 5,000,000 2,000,000 2,000,000 1,400,000
Merchants Bank of Canada.... ... ................ 10,000,000 6,758,900 6,751,960 6,410,760
Bank Provinciale du Canada .. 2,000,000 1,000,000 1,000,000 575,000
Union Bank of Canada. .. . 8,000,000 5,000,000 5,000,000 3,300,000
Canadian Bank of Commerce. 25,000,000 | 15,000,000 | 15,000,000 | 12,500,000
Royal Bankof Canada’ .......c.0.covivesveriizin, | 215,000,000 | 11,560,000 | 11,560,000 | 12,560,000
Pomivion Bank 8o o on® L ST B A A .. 10,000,000 | 5,000,000 | 5,000,000 | 6,000,000
Bank o HAMMON 20 o st n s s shie sen s | - 2000;000 3,000,000 3,000,000 3,500,000
Standard Bank of Canada....... .... R T 5,000,000 | 2,464,650 | 2,429,275 | 3,129,275
Banque d’Hochelaga:...o...: o vioviuisinmnnn,.nn | 4,000,000 | 8,726,500 | 3,161,595 | 3,000,000
T T e T RN | 5,000,000 | 3,892,000 | 3,864,040 | 4,364,040
Tmperial Bank of Canada. ........................ 10,000,000 | 6,909,600 | 6,721,059 | 6,721,059
Sovereign Bank of Canada.... .................... 3,000,000 | 3,000,000 | 3,000,000 &
Metropolitan Bank......... e e BNy e 2,000,000 1,000,000 1,000,000 1,250,000
Home'Bankof Cansda. .. i 0t ot i in 2,000,000 1,370,000 1,303,065 450,000
Northern Orowm Bank. . : 3% St do e By 6,000,000 2,862,400 2,719,205 300,000
Sterling Bank ol Oanade. . .. J.. b vers s dotios smics 3,000,000 1,150,000 1,065,448 300,500
BAOK of VARCOMVOWs 1oy ol Sy o v a0 A0 2,000,000 1,174,300 848,322 40,000
‘Weyburn Secxmty BABKS: S R SRS 1,000,000 630,000 315,000 65,000
Banque Internationale du Canada.. .............. 10,000,000 | 10,000,000 | 1,359,833 |............
bRl Y o S E ANt 5 v s S s $196,866,666 |$125,944,116 |$115,327,032 $107,200,548
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FINANCE DEPARTMENT, OTTAWA, CANADA.

Question No. 8.
The amount of notes issued by the banks and lost between February 1, 1900, and
February 1, 1913.

Answer:

It is not possible to furnish an answer to this question. Some of the notes
issued in 1900 will in all probability be presented for redemption in 1950, so that at so
near a point of time as the present it is impossible to say what notes, if any, issued
since 1900 are lost.

As affording some means of arriving at an estimate of what notes issued for cir-
culation are lost, the following is offered, though in every case redempnons are still
being made :—

PROVINCE OF CANADA NOTES.
June 30, 1867.—Amount outstanding .. .. .. .. .. $8,326,700 00
January 31, 1918.—Amount outstanding .. .. .. .. 27,792 25
These notes are still being redeemed in small quantities. During the last four
(4) years the redemption has been as follows:—

BB00 G e B o oty ok i S DO e s e SRS ETAO G0
IONO L Famim i wrEaln s dsghs i iaddeslin it Faiifapbawins 62 50
A i o o e B ) D o e M S L i s e g ST 81 00
107 L e e A A el W T et S o Sl (RIS ¢ ot 29 00

PROVINCE OF NOVA SCOTIA NOTES.
First issue, 1811.

June 80, 1867.—Amount outstanding.. .. .. ..".. .. $605,859 12
March 31, 1912.—Amount outstanding .. .. .. .. .. 39,224 61
During the past two (2) years these notes ha\e been redeemed to the extent

of $48.
BANQUE DU PEUPLE NOTES.

First issued in 18}.

At failure, July, 1895.—Amount outstanding .. .. .. $818,648 00
January 31, 1913.—Amount outstanding.. .. .. .. .. 14,765 68
$70 redeemed last year.

ONTARIO BANK NOTES.

First issued in 1857.

September 30, 1906.—Amount cutstanding .. .. .. $1,351,402 00
January 31, 1913.—Amount outstanding .. .. .. .. 76.606 00

BANK OF YARMOUTH.

First issued in 1859
April 30, 1908.—Amount outstanding.. .. .. .. .. $91,064 00
I January 31, 1913.—Amount outstanding .. .. .. .. .. 147400
Still being presented for redemption. ; ARk
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BANQUE ST. JEAN.
First issued in 1873.

April 30, 1908.—Amount outstanding .. .. .. .. .. $219,334 00
November 30, 1912.—Amount outstanding.. .. .. .. 2,854 00

SOVEREIGN BANK.
First issued in 1901.
November 30, 1909.—Amount outstanding.. .. .. .. $2.184,830 00
January 31, 1918.—Amount outstanding .. .. .. .. 27,865 00

MINUTES OF PROCEEDINGS.

House oF CoMMONS,
Commrirree Rooym No. 101,
TrURSDAY, February 27, 1913.

Committee met at 11 a.m., Mr. Ames, the Chairman, presiding.

PresENT—Messrs. Aikins, Ames, Armstrong (Lambton), Ball, Barker, Barnard,
Beattie, Boyce, Broder, Buchanan, Burnham, Carvell, Clark (Bruce), Cock-
shutt, Crocket, Currie, Donnelly, Edwards, Emmerson, Fisher, Graham, Guthrie,
Henderson, Hughes, (Kings, P.E.I.), Kemp, Law, Lemieux, L’Esperance, Loggie,
Macdonald, Maclean (Halifax), Maclean (York, 0.), McCraney, Marshall, Meighen,
Nesbitt, Nickle, Northrup, Osler (Sir Edmund), Papineau, Pardee, Perley, Power,
Rainville, Rhodes, Robb, Ross, Sexsmith, Sharpe (Ontario), Sinclair, Steele, Stewart
(Hamilton), Stewart (Lunenburg), Sutherland, Thompson (Yukon), Thornton,
Turriff, Warnock, Webster, Weichel, White (Leeds).

According to order, Mr. Maclean (Halifax), submitted the following report —

Your sub-committee, having met and considered the names of a number of per-
sons, have determined to recommend that the following gentlemen be invited to
appear before this Committee from time to time, and to give to the Committee the
benefit of their knowledge and experience in matters relating to Banking:

AMERICAN BANK EXPERTS.

Lawrence O. Murray, Supt. of Currency, Washington, D.C.

J. B. Forgan, Pres. National City Bank, Chicago, Tl

Alex. Robertson, Cont. & Com. National Bank, Chicago, I11.

Jos. F. Johnson, Dean of New York University, School of Commerce, New York
City.

H. C. McLeod, ¢/o H. V. Cann, Manager Foreign Department, National City
Bank, New York.

CANADIAN BANKERS. .

Sir B. Edmund Walker, Toronto.

Ed. L. Pease, Manager, Royal Bank, Montreal.

Tancred Bienvenu, General Manager of Union Bank of Canada, 498 Mount
Pleasant Ave., Montreal.

H. S. Strathy, ex-General Manager, Traders Bank, Toronto.

Jos. Henderson, Bank of Toronto.

Manager, Weyburn Bank, Weyburn, Sask.

John Knight, Secretary Bankers’ Association, Montreal.

Geoffrey Clarkson, Liquidator, Toronto.
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AcricuLTURAL INTERESTS (EAsT AND WEST).

G. F. Chipman, Grain Growers’ Guide, Winnipeg.
C. A. Dunning, Regina.

E. J. Fream, Calgary.

Alex. Darrah, St. Thomas, Ont.

The Editor, Farmers’ Advocate, London, Ont.

(Signed) HERBERT B. AMES,
A. K. MACLEAN,
J. W. TURRIFF,
SAM. SHARPE.
House or CoMMONS,
February 27, 1913.

Mr. Maclean (Halifax) moved that the foregoing report be-adopted.

Mr. Meighen moved in amendment thereto:—

That the report be not now adopted, but that the same be sent back to the sub-
committee with instruction to reduce by half the number of persons mentioned
therein, with one person only from the United States to be called.

The question being put on the amendment, it was

Resolved in the affirmative on a standing vote:—Yeas, 24; nays, 18.

Resolved, That the amended report of the sub-Committee be received by the
Committee to-morrow (Friday) before the Private Bills are taken up.

Mr. Clark (Bruce) moved :—

That speeches on this Bill be restricted to five minutes, and that no member shall
speak more than once on any one clause.

Mr. Currie moved in amendment, that consideration of the said motion be post-
?ho]ned until a later date. Which was carried in the affirmative, and ordered accord-
ingly. ‘

Mr. Guthrie and Mr. McCurdy submitted amendments as notices of motions.
(To be printed and distributed to the Committee.)

The Committee then proceeded to the further consideration of Bill No. 36,
respecting Banks and Banking. :

Section 2, consideration of “interpretation” paragraphs postponed.

Section 2 amended by inserting new sub-section 3 as follows:—

“3. When by this Act a notice is required to be published in a newspaper for four
“weeks or any longer period, publication each week in a weekly newspaper, or once
“a week during the period in a newspaper published more frequently, shall be a
“sufficient publication for the purposes of this Act.”

Former sub-section 3 of section 2 is to then become sub-section 4.

Section 4—

Mr. Thornton moved :—

That the consideration of the date in Section 4, to which the bank charters are
to be extended, be postponed for further information and discussion.

Mr. Currie moved in amendment, that the whole section do stand for further
consideration.—Which was Resolved in the affirmative.

Section 10 again stands for further consideration. Yy

Section 12—Mr. Aikins’ proposed amendment was withdrawn by consent of the
Committee.

Section 13—To be reprinted as proposed to be amended.

Section 15—Mr. Aikins’ proposed amendment withdrawn by consent of the Com-
mittee, and section adopted as printed in the Bill.

Section 16—Read and adopted.

2—2
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Section 18—Again stands over for further consideration.

Section 19—Read and adopted.

Section 20.—Mr, Sharpe’s proposed amendment to subsection 2 thereof with-
drawn by consent of the Committee.

Subsection 3 of section 20 amended by adding thereto: “and domieiled in the
Dominion of Canada.”

Section 21.—Subsection 3, line 39, amended by substituting for the word “elec-
tion ” the words “annual general meeting,” and for the word “election” in line 41,
the words “said meeting.”

Subsection 8 of section 21 further amended by adding thereto: “ and by mailing
a copy of such notice to each shareholder at his last known post office address as shown
by the books of the bank at least twenty days prior to the time of holding the annual
general meeting.”

Section 22—Read and adopted.

Section 23—Mr. Sharpe’s proposed amendment thereto withdrawn by consent of
the Committee.

Section 24—Sub-section 1 thereof amended so-as to read as follows:—

“24. The directors as soon as may be after their election, shall proceed to elect,
“by ballot, from their number a president and one or more vice-presidents.”

Section 25—Read and adopted.

At 1.10 p.m., the Committee adjourned until to-morrow at 11 a.m.

House oF CoMMONS,
- ComMiTTEE Room No. 101,
Frinay, February 28, 1913.

" Commiftee met at 11 a.m., Mr. Ames, the Chairman, presiding.

PRESENT—Messrs.—Aikins, Ames, Armstrong (Lambton), Barker, Barnard,
Bennett (Calgary), Burnham, Clark (Red Deer), Cockshutt, Currie, Demers,
“ Henderson, Hughes (Kings, P.E.I), Kemp, Maclean (Halifax), McCraney,
McCurdy, Marshall, Meighen, Middlebro, Nesbitt, Northrup, Perley, Power, Rhodes,
Sexsmith, Sharpe (Lisgar), Steele, Stewart (Lunenburg), Thomson (Qu’Appelle),
Thompson (Yukon), Turriff, Warnock, White (Leeds).

According to order, Mr. Maclean (Halifax) submitted the following as the
amended report from the sub-Committee :—

Your sub-Committee, having again met and considered the names of a number of
persons, have determined to recommend that the following gentlemen be invited to
appear before this Committee from time to time, add to give to the Committee the
benefit of their knowledge and experience in matters relating to banking :—

J. B. Forgan, President, National City Bank, Chicago.

Lawrence O. Murray, Supt. of Currency, Washington.

H. C. McLeod, care of H. V. Cann, Mgr. Foreign Dept., National City Bank,
New York City.

Sir Edmund Walker. Toronto.

Edson L. Pease, The Royal Bank, Montreal.

Jos. Henderson, care of Bank of Toronto, Toronto.

J. H. Plummer, Sydney, C.B.

Gordon Waldron, The Weekly Sun, Toronto.

Editor Farmers’ Advocate, London, Ont.
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A representative of The Grain Growers’ Ass. of Manitoba.
A representative of The United Farmers of Alberta.

C. A. Dunning, Regina.

The Mgr. or Ass. Mgr. Union Bank of Canada, Winnipeg.
Mgr. Weyburn Security Bank, Weyburn.

Geoffrey Clarkson, Liquidator Toronto.

Your Committee further recommends that a letter of invitation, signed by the.
Chairman, be sent to each one of the above-mentioned parties, and that the mneces-
sary travelling expenses and reasonable hotel expenses be defrayed by Parliament
when so desired.

(Signed) HERBERT B. AMES.
A. K. MACLEAN.
J.- W. TURRIFF.
SAM. SHARPE.

RICHARD B. BENNETT.
House or Commoxs, February 28, 1913.

Mr. MacLeax (Halifax) then moved the adoption of the foregoing report:

Mr. MEIGHEN moved in amendment thereto,

_That the report be amended by striking out the name of the manager of the
Union Bank, Canada, and that Mr. G. F. Chipman, editor of the Grain Growers’
Guide, be called as the representative of the grain growers of Manitoba.

Mr. CocksHuTT moved in amendment to the amendment:—

That the name of Mr. A. K. Bunnell, Brantford, president of the Chartered
Accountants’ Association of Ontario, be added to the list.

The question being put on the amendment to the amendment, it was

Resolved in the affirmative on a standing vote:—Yeas, 11; nays, 5.

The report was then adopted as amended.

) Mr. AgiNs n_loved that the report of the Sub-committee as amended by the Com-
mittee, be reconsidered and that a representative of the Grain Growers’ Association
of Manitoba be re-inserted in the list. Which was negatived on diyvision.

The Minister of Finance and Messrs. Graham and Aikins submitted amend-
ments as notices of motions. (To be‘printed and distributed to the Committee).

Committee adjourned until Wednesday, March 5.
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NOTICES OF MOTION.

By Mr. AIKINS.

(Section 13 reprinted as proposed to be amended as follows) :—

13. Whenever a sum not less than five hundred thousand dollars
of the capital stock of the bank has been bona fide subscribed, and
payments in money on account thereof have been made by the sub-
scribers, the total of such payments making a sum of not less than
two hundred and fifty thousand dollars, and as soon thereafter as
the provisional directors have paid thereout to the Minister the sum
of two hundred and fifty thousand dollars, the provisional directors
may, by public notice published for at least four weeks, call a meet-
ing of the subscribers to the said stock, to be held in the place
named in the Act of incorporation as the chief office of the bank,
at such time and at such place as is set forth in the said notice.

9. For the purposes of the foregoing subsection no subscription
shall be deemed to have been made bona fide wunless payment in
money equal to at least ten per cent of the amount subscribed has
been made on account of such subscription by the subscriber, and
such payment with the date thereof shall be entered on the stock
books opposite to such subscription.

3. The subscribers shall, at such meeting,—

(a) determine the day upon which the annual general meeting
of the bank is to be held; and

(b) elect such number of directors, duly qualified under this
Act, not less than five, as they think necessary.

4. Such directors shall hold office until the annual general meet-
ing next succeeding their election.

5. Upon the election of directors as aforesaid the funetions of

the provisional directors shall cease. 53 V., c. 31, s. 13; 4-5 F. VIL,,
c. 4,8 2. Am,

By Mr. McCURDY.

Section 18.—That the sixth word of line 1, section 18, be changed from “may”

to “shall”.

By the MINISTER.

Section 35 A.—Line 7, page 15: the word “each” to be added immediately after
the word “dollars.”

Section 36.—Strike out sub-sections 5 and 6, lines 8 to 15, page 16; the refer-
ence to the antecedent statute, 53 V., c. 31, s. 29, Am., being then added to sub-

section 4.
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Section 38.—Add new sub-section 2:

“9 Any number of calls may be made by one resolution.”

Sub-sections 2, 3 and 4 will then become 3, 4 and 5, respectively.

Substitute in line 27, page 16, the word “ payable” for the word “made.” :

Strike out in line 29 the word “ any ” and add the letter “s” to the word “ call ”
in the same line.

*Section 41.—Line 10, page 17: strike out the words “ thirty days”; and in line
11, after word “notice” insert the words “ published for at least four weeks.”

Line 17, sub-section 3, before the word “ vice-president” insert the word “a”
and before the words “ general manager” in the same line insert the word “the.”

Section 43.—In new subsection 2, line 6, page 18, add after the word * descrip-
tion ” the words “ of the transferee.” .

Add new sub-sections 4 and 5 as follows:— :

“ 4 The shares shall be transferable at the chief office of the bank, and at such of
its branches and such other places as the directors designate, according to such form
and subject to such rules and regulations as the directors prescribe.

“5. The directors may appoint such agents for the purposes of this section as
they deem necessary.” 53 V., c. 31, ss. 35 and 29. Am.

Nore.—This is merely a transfer of sub-sections 5 and 6 struck out of section
36. The change is made inasmuch as these sub-sections more properly come under
the heading T'ransfer and Transmission of Shares than under the heading Shares
and Calls.

Sec. 44.—to be amended so as to read as follows:—

“44. A list of all transfers of shares registered each day in the books of the
bank at the respective places where transfers are authorized, showing in each case

the parties to such transfers and the number of shares transferred, shall be made up
at the end of each day.”

“2. Such lists shall be kept at the said respective places for the inspection of the
shareholders.” 53 V., c. 81, s. 36. Am.

Sec. 46.—sub-section 2, line 46 on page 18: insert the word “a” before “ vice-
president ” and the word “ the” before “ general manager.”

Sec. 47.—line 6, page 19: insert the word “ lunacy ” before “ bankruptey.”

Sec. 54.—sub-section 1, line 10: insert the word “a” before  vice-president”
and add the word “directors” in the same line the words “ neither of whom shall
be an officer of the bank.”

Insert after (g), line 38, page 22, new paragraph (h), as follows:—

“ (h) Canadian municipal securities, and British, foreign and colonial public
other than Canadian,” and re-letter remaining paragraph of sub-section 2. ILine
46: leave space of one and a-half inches after the word “interest” in lines 46 and
48 respectively, so that the amount of rebate of interest may be shown.

By Mr. GUTHRIE.

Section 88.—Amended by adding thereto the following as sub-section 9:—

9. Nothing in this section contained shall in any way alter or affect the prefer-
ence or priority heretofore granted to wage ‘earners by the statutes of the various
provinces of Canada, but such preferences or priorities shall in all cases hereunder
be fully maintained.
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By Mr. GRAHAM.

Amend section 89 by adding, at the end of sub-section 2, the following:—

“ Provided, however, that the filing of a lien note to the unpaid vendor in the
office of the Registrar of Deeds, or any other public office, as provided by any provin-
cial law, shall be deemed to be a notice to the bank of the claim of any such unpaid
vendor; and also provided, that nothing herein contained shall be deemed to interfere

with any employee’s lien or any preference in favour of employees, provided by any
Provineial statute.”

By Mr. AIKINS.

To amend section 54 by adding to paragraph (7) of liabilities the words: “ and

all acceptances”; and by adding to paragraph (d) of assets the words: “and the
nature of such cash items.”

To amend section 76 by adding after the words ¢ The Bank may ” the following:
“within Canada,” and by striking out the words  agencies and offices ” in the second
line of said section and by adding to subparagraph (e) the following: “ open agencies
and offices elsewhere than in Canada in so far as the same may be advantageous for
the business in Canada.”

To amend section 134 by adding the following: “ and every bank shall show in its
returns under section 112 how muech such cash reserves are held in Canada and how
much elsewhere.” ’

MINUTES OF PROCEEDINGS

House oF COMMONS,
ComyrirTEE RooMm No. 101,
Moxpay, March 10, 1913.

A meeting of the Committee was called for 2.15 p.m., this day, for the purpose
of authorizing the Chairman to invite substitutes for C. A. Dunning, E. L. Pease
and others, to appear before the Committee in connection with Bill No. 86, An Act
respecting Banks and Banking.

Owing to certain circumstances, the meeting could not be held at that hour.

The members convened were —Messxeurs Emmerson, Hughes (Kings), Maclean
“(York), Ross and Thornton

The following was submitted as a

NOTICE OF MOTION.
By Mr. EMMERSON.

Section 91—To amend the same bv adding thereto the following at the end of
the last line thereof :—

“and all payments made by or on behalf of any borrower, whether paid voluntarily
“or otherwise, and all monies accepted or retained by or on behalf of any bank under
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“ the provisions of this section for interest or discount charges in excess of said rate
“of seven per cent, shall be recoverable by the person or corporation so making such
“ payment or from whom such interest or discount charge in excess of the said rate
“of seven per cent, is exacted or retained, in an action therefor in any court of com-
“petent jurisdietion.” 4

And by adding the following as subsection 2:—

“2. All banks shall furnish a statement monthly to the Minister showing the
“ maximum rate of interest or discount paid to, charged or retained by such bank at
“its head office or at any of its branch offices.”




ANSWERS TO QUESTIONS 5, 6 AND 7, UNDER RESOLUTION OF BANKING AND COMMERCE COMMITTEE,
FEBRUARY 20, 1913, ON MOTION OF MR. SHARPE.

Dividends Paid Bonuses Paid. ! Value of Total Value
Name of Bank. Year. ——|New Stock Issued. Il:a!::ge %lg:rt; ;:;r of
. New Stock.| Such Rights.
Rate. Amount. Rate. Amount.
% $ octs. oA 3 $ cts. 8 $ cts $
Sterhng Bank, ol L Pe sl O Sy i 1907 5 Pt 8ty S S PR | ) (Do S R S ! (W eI
1908 b LTS OBl didee] it TR I TR L L ok o [ rite 3 amsi] % S M A x aoce
1909 5 41,625 27 datenttiEiven. . ; 1., &t ia il vand se e
o 1910 b 46,419 68 1,000,000 00 100 Nil
1911 5 47,319 97 e L e G TINEY | PP, LR ) R Ay SN e
1912 5and 6 54,630 64 RER e Lo BRI T S G S
Bank of Nova Soobily)e ki sieich iaestnsvias 1900 Y 164,641 76 |........ NI e R e e 0 | e v i i | e R
1901 9 176;020:00:|:. ... ... W, AT 140,000 00 230 1 00 1,400
1902 9and 10 200000 00 1..: ..., 18E eAE  CAlI BRI 35y R o 3)a .8 8 | A To AL SR AR B . 04 e
1903 10 200,000 00 |........ N 4 ) P RO | I R x| (e o e
1904 10 200,000 00 |........ TN 05 ] A Jan. 340,800 00 260 5 00 17,040
1905 19&11 233,209 00 TRREIR) oL 5 Dec. 159,200 00 265 5 00 7,960
1906 11 308,387 92 |....... " 500,000 00 268 5 00 25,000
1907 11 & 12 360,000 00 |........ e O (O ks n ] o7a alh o RS iRty o At b
1908 12 360,000 00 |........ PR e R R ROl D SR SR U
1909 12 360,000 00 |........ vep o5 AN RN L s ais s s o7 PP [ b O
1910 12 360,000 00 |........ W ety 1,000,000 00 268 2 00 20,000
1911 13 & 14 4800106 71 |.0on0ess IR e b o, e S o | S X 0 B T ok
1912 1 583,637 73 |........ RIS 53 0 1,000,000 00 240 17 50 175,000
Bank of Montreal. . ... ese.mssnss .eo +-|1900 10 1,200,000 00 |........ AL R T T s 4 ok s o e e e o s
1901 10 1,200,000 00 |........ ¥ R DR DR TR Aa a8 605 o ack 4 o' o/l /b alalika aed Vilies 0 o W2 b n
1902 10 1,200,000 00 | ....... PRI 8 O e i O AR Ny B [T T o B
1903 10 1,303,906 71 {..... .. SRR W 2,000,000 00 270 12 59 251,800
1904 10 1,399,740 97 |. Il 0 | e e T o P (e R | R
1905 10 1,420,000 00 |........ i -2 ARl 400,000 00 253 Nil ‘“Purchase Peo-
1906 10 1,440,000 00 ples Bank.”
1907 10 1,440,000 00
1908 10 1,440,000.00
1909 10 1,440,000 00 |.
1910 10 1,440,000 00
1911 10 1,441,160 23 113,600
1912 10 1,578,632 17

€16l 'V “A 39403D ¢
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Metropolitan . .oovvvueecocs o oo os neneis

Bank of Toronto. ........

Banque d’Hochelaga, ........... vooveinnes

Banque Provineiale.............oiioans ey

1902
1903
1904
1905
1906 ¢
1907
1908
1909
1910
1911
1912
1900 10 200,000 00 [Nil ... |.ccoennn... L R R
1901 10 212,907 40 | v cedefecis:. 3% 500,000 00 200 | not possible
1902 10 258,737 41 17 | 25,878 64 |.eounverseiceciaifinianiones to ascertain
2903 10 267,802 39 [Niliioiilae...,. 500,000 00 200 | with any
1904 10 297,422 B5 | 0 wona]ieinee veie fornoniiie viiiiiiifinan conns certainty.
1905 10 320,880 50 |
1906 10 370,293 62 | n
1907 10 398,974 70 |
1908 10 400,000 00 | «
1909 10 400,000 00 | »
1910 10 400,000 00 | n
1911 11 455,721 32 |
1912 11 541,959 73
98,880 34 [Nil .... 4,000
105,000 00 | .oufs.ne
111,412 54 | 20,000
138,889 93 |
140,000 00 | »
210,000 00 |
145,000 00 |
188,464 36 | 12,5600
200,000 00 | «
200,000 00 |
200,000 00 |
218,750 00 |
286,117 20 | 15,000

828,054 00 100
182 00 100
967 €O 100

4,619 00 100
770 00 100
2,300 00 100

Stock not
quoted and
impossible to
ascertain
with any

certainty.
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ANSWERS TO QUESTIONS 5, 6 AND 7, UNDER RESOLUTION OF BANKING AND COMMERCE COMMITTEE, ETC.—Con.

Dividends Paid. Bonuses Paid.
i ] IX&}]:;: ;:f_l Total Value
Name of Bank. Yedr. | New Stock Issued.|Price paid. Sﬁ oot of
y . New Stock, | such Rights.
Rate. Amount. Rate. | Amount. ‘ e
i SO £ T | T
. |
% $.  cts, } % $ octs. $ cts. $ $ cts. $
Banque Provinciale—(Con.)..... ..c.o.v..n. 1907 b ‘ 170,788 00
1908 53 s PR (AT e e
1909 5
1910 b
1911 5
1912 6
Home Bank (commenced business Jan. 2, 1906) 1906 6 38,479 87 |
1907 6 50,382 59
Stock not listed. ........ 1908 6 52,902 43
1909 6 58,851 93
1910 6 67,293 66
1911 6 74,833 09
1912 6and 7 86,689 25
The Quebse Bank. .4 siatiits S iivasasse 1900 6 150,000 00
1901 6 150,000 00
1902 6 150,000 00
1903 6 150,000 00
1904 7 175,000 00
1905 7 175,000 00
1906 0 175,000 00
1907 1 175,000 00
1908 7 175,000 00
1909 7 175,000 00
1910 7 175,000 00
1911 7 175,000 00
1912 7§ 175,000 00
Royal Baok /0. 7. .. .o ooauses i S B ualH 1900 i 139,869 89
1901 /4 140,000 00
1902 / 150,000 00 |...
1903 8 220,171 87 105
1904 8 240,000 00
19056 8and 9 247,500 00

AALIINNOD ADYANNOD ANV HNIINVE
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(1906 9& 10 323,782 62 [T A e 900,000 00 210 25 00 - 225,000
[1907 10 390,000 00 |........ i U OO e me R ol e o8 3 S (IR X SIS S
1908 10 390,000 00 |........ 0 T R TR e e S L RS SR RS e
1909 10 463,697 83 |.. vk It s s <o 1,100,000 00 200 3 00 330,000
1910 11 & 12 586,500 00 e e e 1,200,000 00 |,......... Purchase Umon Bk.of Halifax
1911 12 744,000 00 |........ B, ... 2,000,000 00 210 00 | 520,000
{1912 12 943,685 97 |.Seute ML e s e 2,360,000.00 |.......... Purch Leadus Bk. ()fballwda
Molsons-Bank < -4 ot Oy i Jis cva i 1900 8 181,471 35 23 817 37 100,060
1901 8 200,000 00 25,000 00
1902 9 225,000 00 | {
1903 9 236,580 95
1904 9 266,929 32 SO0
1905 10 ,000
1906 10 300,000 00
1907 10 320,801 89
1908 10 337,287 77 75,000
1909 10 50,000 00
1910 10 350,000 00
1911 11 410,000 00
1912 11 440,000 00
Eanle B Hamilton |, (o ol Rieh aen 1900 8 133,899 08
1901 10 198,85E 650
1902 10 200,000 00
19C3 10 207,806 756 Not possi-
1904 10 222,964 63 Lol e . T e R B (e, ble to as-
1905 10 231,719 57 1 S P T certain
1906 10 246,392 31 B . Pt s 250,000 00 200 with any
1907 10 247,028 50 AR certainty.
1908 10 247,161 00 IO e e e
1909 10 249,764 28 RS o e« 5w
1910 10 258,614 53 1] SN AP Sy 500,000 00 200
1911 11 300,809 27 et | (SR g pRERR A I (T ey nl s S8 ety ST
1912 11 326,965 98 () el | RS IR Y | L DT R R R |
Dominion Bank*........ e Fo 3 i3 e 1900 12 & 10 188,800 ARSI L 1,000,000 00 200 33 00 330,000
- 1901 10 236,407 76
1902 10 255,640 14 255,000
1903 10 346,331 59
1904 10 300,000 00
1905 10 300,000 00
1906 12 360,009 00
1907 12 428,893 23 210,000

*In an added statement The General Manager claims that the market value of the stock, owing to the new issues was depreciated and that the ‘i}lﬂl‘t‘]lol(k‘ls
suffered a temporary loss in each instance in all estimated at $1,867,500.
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ANSWERS TO QUESTIONS 5, 6 AND 7, UNDER RESOLUTION OF BANKING AND COMMERCE COMMITTEE, ETC.—Con.

Dividends Paid. Bonuses Paid. Value of ARl
Name of Bank. Year. ——|—— ————————|New Stock Issued.|Pricepaid. Igﬁg:: 2? h (:)[{ %
sugl ights.
Rate. Amount. Rate. | Amount. New Stock. : "
: % $ cts % $ cts $ cts $ $ cts $
Dominion Bank—(Con.) ......... ... .... 1908 12 T AR G R o e L e R e U o g S & S et
1909 12 PERRE TR T RRORR Ol Sl e Rt R e R S ol B | R e | e e e
1910 12 T T T e s RS T L N [
1811 12 RO 40 |t b Ve S 1,000,000 00 200 256 00 250,000
1912 12 590,174 17 2 ATV AR i RS A 0O B SR AT
ImPErAE BRI | s s o s U Enish u A 1900 9 203,269 80
1901 9&10 236,429 41
1902 10 250,000 00 325,000
1903 10 285,237 37
1904 10 209,194 04 .
1905 10 300,000 00 370,000
1906 10 335,406 23 340,000
1907 10} 453,212 28
1908 11 535,624 21
1909 i i 549,639 52
1910 11 550,000 00 300,000
1811 11} 625,427 59
1912 12 712,349 22 230,000
Banke of OAWE 5ol 2 G i el aaa oo ate 1900 9 166,060 37 |........ 5w RS e ]l SRR ] | S 0 L A SRR ¥
d 1901 9 W140:49 |......:. PRI G B o S AR (G ST | P TS
1902 9 DO 00 1. ....... (PR TN L SIS Ry | P mn | e | S T R
1903 9 208743 1914........ P e 4 500,000 00 190 30 00 150,000
1904 9 EROLAT | oooievs B R T I e v w60 oW [N e SR ARLE £ o0 v 4wt
1905 9} 237,500 00 |- ... .. RN C Ll TR | e 4V
1906 10 204,871 16 |..... ... [T Rans e L 500,000 00 200 20 00 100,000
1907 10 300,000 00 |........ B e R e S e .« [[v 3 vl AT i o aes | &
1908 10 S L PR | il b 1 ARl IR r L | TS
1909 10 303,785 838 |........ A S 500,000 00 200 10 00 50,000
1910 10% 360,334 23 |........ RENCV s Te v oo n kA R i Wi mnn. o 4| = 5o ohh BT LL D » s 60 510 ok 515
1911 11 885,000 00 |........ (-, WRRREMNRL ) LS5 O RS ARSI Rt Y A el
1912 114 418,432 T4 |........ R sy 500,000 00 200 8 00 40,000
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Standard Bank

Canadian Bank of Commerce. ..... Salowh i

Crown Bank ..

Northern Bank.......

Northern Crown Bank

Union Bank of Canada

1900 8 80,000 00 1 BIOD0 0D 5 s s s s [ fea e Tola o dcole 7o h e penid
1901 10 100,000 Q0 e el s sv v vsis asois] s as soeoengs sum-snloveash soe|sasaseassoss
1902 10 100,000 GONIBEENNIIERSEC 00, I e v s b A et ] s e v aia o e | ca giniets v s gorain
1903 10 100,000 OO0 IREESSERIERE o i v stufvs v i tae lel il s diailea s sodaliion s s, esane
1904 10 100,000 00 [EBEREERREL o iciavse]ovices“eat | wensufiincasssdefssvinee snnen
1905 10 100,000 00 JERSREEatl .. ¢ A R Rl eolle SR L T SRR R (PN
|| meaa
2 184,538 4
1908 12 171599 11 | [+ Bfseeees o 1,000,000 00 200 312 31,200
1909 12 213,264 07
1910 12 238,442 64
1911 12 240,000 00 |..
1912 13 269,658 25 62,500
1900 4 420,000 00 ish Columbia.
1901 74 549,268 24 |........]|.
1902 r4 560,000
1903 7 584,500 00 king Co.
1904 [ 609,000 00
1905 7 685,201 20 232,143
1906 7 700,000 00
1907 8 ,000 00
1908 8 800,000 00
1909 8 800,000 00
1910 9 ,000 00 |...
1911 10 RIS s D S R 2,000,000 00 180 21 12 422,218
1912 10 1,428,041 96 1 | 142,804 00 3,000,000 00 | Purchase Eastern Tow nships Bank.
1906 4 SO N T O et i v e [ e et | ks va s oW s
1907 4 38,204 78 |........ RL e e | R b it (LR e P G U 1
1908-6 m 4 10,1487 |25 o000 e R SR I IR RTINS B e PR R SR e |
1907 b 59,9101 70"} . ¢ N | e e a5 s R EAT T b abs B e Ao A s
1908-6 m b 31,339 ] AT | (R S 7 SR SR IR St L A B T R
1908-6 m 5 55,080 40 1..,..... INALL D B L AR 5 S Lo T By P AR
1909 b 1101 B o " . Date not giveny s It oisolhersios se s
1910 5 110,170-221.. ¢ i s R e R 654,900 00 100 Nil.
1911 5and 6 121,410 88 |........ Wl raiss o sk | L PR N 1T T T A I S SR
1912 6 127,836 48 |........ TN | R Iy PSP ] [ A R B S R e
1900 6 120,000 00 |...
1901 6 130,000 00 ...
1902 7 143,678 40
1903 7 168,849 27 12,500
1904 7 175,000 00
1905 7 182,397 00 Y 20,000
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ANSWERS TO QUESTIONS 5, 6 AND 7, UNDER RESOLUTION OF BANKING AND COMMERCE COMMITTEE, ETC.—Con.

Dividends Paid. Bonuses Paid.
. " R‘i,ag;l: ().gr Total Value
Name of Bank. Year. e New Stock Issued. |Price paid. Share !of of
Now Stoak such Rights.
Rate. Amount. Rate. Amount. i a
% $ cts. $

Union Bank of Canada—(Con.)............. 1906 7 210,000 00
1907 7 213,723 20 50,000
1908 7 222,487 95
1909 7 224,126 50
1910 73 249,621 20
1911 8 360,949 14 20,000
1912 8 397,964 30

Weyburn Security Bank........ ........... ‘191 1-6 m 5 7,632 50 B SRS e I G e SN (SR Gal. N e B T

a 1912 5 15,6256 00 '.... ... e e 27,400 507 |called.100 [Stock not lis|ted.
i %

MoroHAnEEBRBK v s 2 s ¥ irk +5 sabab e s s o vre 1900 7 420,000 00 |. ...... e o [ P R R e S S e
1901 7 420,000 00 |........ R e v's <) & 10 Slaats sl SABE AR |8 e
1902 T 420,000 00 |........ PRE DG 0 LTS VAR SRR (PR Tl PSS | I e
1903 7 420,000 00 |........ PR & 10 ol T R e Rt RRR gy |5 K55 AT (R R
1904 7 420,000 00 |........ W SRR B S0 6« aw daes SV TR R [l 5 s A gt
1905 7 420,000 00 |.... .. T g o [l AR R PR IR R o It TSR
1906 7 and 8 450,000 00 |....... e, 0, L R R R AN R IR e o TR PR R
1907 8 480,000 00 |........ o N BN R s e v 4 e e s B
1908 8 430,000 00 |.. ..... T R R ERSA T 1 0,50 6 | | e S s ot e | e - w5
1909 8 480,000 00 |........ TR e T R R | LSS s RS | FRSPS
1910 8and 9 510,000 00 |........ TR )T T e | S Sl Y | AR N
1911 9and 10 570,000 00 |... .... E A R A o e s e
1912 10 649,004 63 |........ [ e e 1,000,000 00 175 25 250,000

€161 'Y “A 394039 ¢

HALLINAO0 AOAANNOD ANV HNIINVE



BILL 36—BANKS AND BANKING " 31

APPENCIX No. 2

MINUTES OF PROCEEDINGS.

House oF CoOMMONS,
CoummrirTee Room No. 101, ;
‘Web~ESDAY, March 19, 1913.

A meeting of the Committee was called for 11 a.m., this day.

The members convened were: Messieurs Ames (Chairman), Barker, Emmerson,
Marshall, Rhodes, Steele and White (Leeds). .

On the suggestion of Mr. Barker, it was agreed to make a report to the House
recommending that leave be granted to the Committee to sit while the House is _in
session, for the purpose of hearing parties who have been invited or who may desire
to appear before the Committee in connection with Bill No. 36, An Act respecting
Banks and Banking. :

The meeting was then adjourned until Wednesday next, 26th instant.

(Often referred to in Minutes of Evidence.)

SOME OF THE MAIN QUESTIONS ON WHICH EVIDENCE IS DESIRED
BY MEMBERS OF THE BANKING AND COMMERCE COMMITTEE.

Section 4. As to whether bank charters should be continued in foree for a longer
or shorter period than ten years. 3

. _Sections 10 and 13. Whether a further system of local banks with smaller capital
is desirable.

$ections 18 and 29. As to what by-laws should be made by shareholders, and what
by directors.

. Section 34. As to the rate and terms upon which new bank stock may be issued.
It is proposed that this be fixed by a Court or Commission instead of, as at present,
by the directors.

Sections 43h and 77. Proposed that these clauses be struck from the Bill, having
for effect to abolish the banks’ privileged lien on its own stock when held by a
debtor of the bank.

Section 54. As to what fuller details are desirable in the annual and special
statements submitted by the directors for the consideration of the shareholders.

Section 56. Alternate proposals as to audit:—

(a) The shareholders’ audit as set forth in the Bill is the proposal of the

Minister of Finance.
(b) It will be moved in amendment that there be a system of government audit
and inspection. (See appendixz, Exhibit A.)

Section 61:— :

(a) The proposal of the Minister is to establish central gold reserves, as set forth

in the printed copy of the Bill.

(b) The further proposal that banks should pay an annual tax for the privilege

of issuing bank notes; and !

(¢) That a tax be levied on monies loaned by Canadian banks in foreign

countries. (See appendiz, Exhibit B.)

Section 76. Tt is proposed to permit a Canadian bank to establish branches and
open agencies outside the Dominion only in so far as it can be shown that these are
advantageous to its Canadian business.

Tt is also proposed to place limitations upon a bank’s powers to loan:—

(a) to mining companies;
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(b) to companies in which directors or officers of the bank are financially inter-
ested ;

And to limit the amount which a bank may loan outside of Canada. (See
appendiz, Exhibit C.)

Section 77. See section 43, paragraph (b).

Section 83. As to the advisability of banks acting as landlords.

Section 88 and section 2, paragraphs (d) and (k). As to authorizing banks to
loan to farmers upon the security of threshed grain, and to stockmen upon their
cattle.

Also, whether claims of wage earners, when so provided by provineial statutes,
should be privileged. (See appendiz, Exhibit D.)

Section 91. As to the rate of interest which banks may charge to borrowers. Also
as to other charges for keeping small accounts.

Section 99 ef seq. The amalgamation of banks. It is proposed in amendment
that this be rendered possible only through Act of Parliament.

Section 114. An Amendment is proposed in effect that all unclaimed dividends,
drafts, bills of exchange and deposits of solvent banks shall, after six years, revert
to the Government. (See appendiz, Exhibit E.)

Section 140. It is proposed to add a clause making any agreement among bank-
ers, whether specific or implied, to limit competition, a punishable offence.  (See
appendiz, Exhibit F.)

Section 153. By the.new Act bank officers will be liable for “ negligently ” sign-
ing any statement as to the bank’s affairs. Formerly knowledge and intent had to
be proven. g

Section 158. Where the Minister refuses to take action, it will be in amendment
proposed to permit the aggrieved party to bring personal suit for the recovery of the
penalties. (See appendiz, Exhibit G.)

Schedule C. As to the lien of the bank by way of security for loans—and whether
this should be registered.

Nore—This list by no means exhausts the topics that may be discussed, but
merely indicates those matters most likely to be of interest to the Committee.

APPENDIX

EXHIBIT A.

Section 56.—That this section be not now passed, but referred to the Depart-
men.t of Finance with the request that a new section be substituted providing for an
eﬁi(zlent system of Government audit and inspection. the inspection to be primarily
designed-to ensure the provisions of the Bank Act being observed and to ensure that
no frauds are being perpetrated upon the public; or in the alternative:

1. The Minister shall appoint a Board of Bank Inspectors consisting of two or
more members appointed by the Governor in Counecil.

2. Each Inspector shall hold office during good behaviour for a period of ten
years from the date of the appointment, but may be removed at any time by the
Governor in Council for cause. Provided that

(a) An Inspector shall cease to hold office upon reaching the age of seventy years.

3. An Inspector on the expiration of his term of office shall, if not disqualified by
age, be eligible for re-appointment.

4. One of such Inspectors shall be appointed, by the Governor in Council, Chief
Tnspector of the Board and shall be entitled to hold the office of Chief Inspector so
long as he continues a member of the Board.

’
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5. No Inspector shall indirectly or directly hold, purchase, take or becume inter
ested in any stock or share of any chartered bank of Canada, nor of any trust or loan
or other company having any business dealings with the chartered banks of Canada.

6. The remuneration of the Board of Inspectors shall be fixed by the Governor in
Council and be paid by an assesssment of the chartered banks of Canada, such assess-
ment to be according to the paid up capital of each bank.

7. Every bank shall be inspected twice each year or oftener if deemed necessary
by the Minister.

8. Each member of the Board of Bank Inspectors shall have a right of access to
the books and accounts, cash, securities, documents and vouchers of the bank, and
shall be entitled to require from the directors and officers of the bank such informa-
tion and explanation as may be necessary for the performance of the duties of the
Inspector.

9. If the bank has branches or agencies it shall be sufficient for all the purposes
of this section if the auditors are allowed access to the returns, reports, and statements
and to such copies of extracts from the books and accounts of any such branch or
agency as have been transmitted to the chief office, but the Inspectors may in their
discretion visit any branch or agency for the purpose of examining the books and
accounts, cash, securities, documents, and vouchers at the branch or agenecy.

10. Tt shall be the duty of the Inspectors twice at least each year, in addition to
such checking and verification as may be necessary, for this report upon the state-
ment submitted to the shareholders under section 54 of this Act, to check the cash and
verify the securities of the bank at the Chief Office of the Bank against the entries
In regard thereto in the books of the bank, and should they deem it advisable to check
and verify in the same manner the cash and securities at any branch or agency.

11. The Inspectors shall make a report to the Minister on the accounts examined
by them on the checking of cash and verification of securities referred to in the next
preceding sub-section and on the statement of the affairs of the bank submitted by the
directors to the shareholders under section 54 of this Act during each year of their
tenure of office, and the report shall state:

(a) Whether or not they have obtained all the information and explanation they
have required.

() Whether their checking of cash and verification of securities required by sub-
section 10 of this section agreed with the entries in the books of the bank with regard
thereto.

(¢) Whether, in their opinion, the statement referred to in the report is properly
drawn up so as to exhibit a true and correct view of the state of the bank’s affairs
according to the best of their information and the explanation given them, and as
shown by the books of the bank.

(d) Whether there have been any violations of the provisions of the Bank Act,
and if so, in what particulars, and

(e) Whether there are any acts of fraud being perpetrated by the officials or
officers of the bank.

EXHIBIT B.

Section 61.—That the following subsections be added :—

¢91. The bank shall pay to the Government of Canada an annual tax equal'to
wevuv.....per cent on every one hundred dollars of notes issued under the authority
of this Act.

<99 The bank, in addition to this annual tax, shall pay to the Government 9f
@aniada o tax equal tos.s s ve vrvasa. per cent on every one hundred dollars loaned in
foreign countries.

2—3
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EXHIBIT C.

Section 76.—That subsection 2 be amended by adding the following paragraphs:—

(d) lend money or make advances to a mining company or mining corporation
in which the president, directors, manager or other officer thereof is or are directly
or indirectly interested.

(e) lend money or make advances in excess of $ to any company or cor-
poration in which the president, directors, manager or other officers thereof is or are
directly or indirectly interested without the unanimous consent of all the directors
present at a special board meeting called for the purpose of passing upon such loan
or advances. Should all the directors be either directly or indirectly interested in
the company or the corporation seeking the loan or advance then the loan or advances
shall not be made under any circumstances. .

(f) lend money or make advances in excess of ten per cent of its paid up.capital
to any foreign person, company or corporation, or upon the securities of such foreign
person, company or corporation, or in excess of twenty-five per cent of its paid up
capital to any person residing in Canada or any company or corporation having its
head office in Clanada or upon the securities of such person, company or corporation.

That section 77 be stricken out.

EXHIBIT D. :

Section 88—Amended by adding_thereto the following as subsection 9:—

9. Nothing in this section contained shall in any way alter or affect the prefer-
ence or priority heretofore granted to wage earners by the statutes of the various .
provinces of Canada, but such preferences or priorities shall in all cases hereunder
be fully maintained.

or

Section 8.—Subsection 2, add these words:—

“And provided further that such preference shall not be given over the claims
of any mechanic or workman for four weeks’ wages earned in respect to the goods,
wares and merchandise on which the bank holds the security aforesaid.”

EXHIBIT E.

Section 114.—Subsection 8 be amended by adding thereto:—

“The bank shall transfer and pay over to the Minister notwithstanding any
statute of limitation or other Aect relating to prescription,—

‘(a) all stock, no dividend whereon is claimed for six years before the last day
on which a dividend thereon becomes payable (except where payment of
dividend has been restrained by order of a court);

‘(b) all dividends and all amounts of drafts or bills of exchange issued by the
bank which have remained unpaid for more than six years after they
became payable;

“(¢) all sums of money, deposits or balances in respect of which no transactions
have taken place, or upon whica no interest has been paid, or no acknowl-
edgement has been made by the bank, or to which no claim has been
made by any person entitled thereto, during the six years prior to the
date of the last annual return of the bank.

“9. If a claim to any stock so transferred or money so paid is thereafter estab-
lished to the satisfaction of the Treasury Board, the Governor in Council shall, on
the report of the Treasury Board, direct the retransfer or payment thereof to be
made to the person entitled thereto.

“3. Upon transfer or payment to the Minister as herein provided, the bank and
its assets shall be held to be discharged from further liability for the stock so trans-
farred and the amounts so paid.”



BILL 36—BANKS AND BANKING 35
APPENDIX No. 2
EXHIBIT F.

Section 140b.— Every person who, being the president, vice-president, director,
general manager, manager or other officer of a bank, enters into an agreement with
any other president, vice-president, director, general manager, manager, or other
officer of any other bank, or is a party to any agreement to which a bank is a party
to control, regulate, raise or lower the rates of interest on deposits or loans, dis-
counts, or exchange, or limit competition in establishing branch banks, shall be guilty
of an indictable offence and liable to imprisonment for a term not exceeding five
years, or to a fine not exceeding $2,000, or to both.”

EXHIBIT G.

Section 158.—Subsection 3 be amended by adding thereto:—

“Tn case any violation of this Act be brought to the attention of the Minister,
and on request the latter refuses to sue for the amount of the penalties as provided
by this Act, and neglects to sue for a period of three months after such notice, then
such person so notifying-the Minister may bring suit in his own name for the re-
covery of the penalties and such penalties shall belong to such person so suing.”

MINUTES OF PROCEEDINGS.

House or CoMMONS,
: Commrrree Room No. 101,

WEeDNESDAY, March 26, 1913.
Committeg met at 11 a.m.

PreseNt—Messrs.  Aikins, Armstrong (Lambton), Ball, Barker, Beattic,
Buchanan, Burnham, Charlton, Emmerson, Guthrie, Henderson, Kay, Kemp, Loggie,
Macdonell, McCurdy, Martin (Regina), Middlebro, Nesbitt, Nickle, Osler (Sir
Edmund), Papineau, Rhodes, Robb, Ross, Sexsmith, Sharpe- (Lisgar), Steele, Suther-
land, Thompson (Yukon), Thornton, Turriff, Warnock, Webster, White (Leeds).

: _In the absence of the Chairman, on motion of Mr. Rhodes, Mr. Barker took the
chair.

Th‘e Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Section 20, subsection 3 thereof, reconsidercd and further amended by striking
out “the Dominion of ” in the previous amendment.

-Section 21, the previous addition to subsection 3 thereof amended so as to read,
“and hy mailing a copy of such notice to each shareholder at his last known post-
office address as shown by the books of the bank at least twenty days prior to the
time aforesaid.”

Section 26 amended by adding the word “a” before “ vice-president” in line 25.

Section 28 amended by striking out the word “the” before ©vice-president,”
line 35, and inserting therefor the word “a”; and by adding the letter “s” to the
word “vice-president” in line 38; and by inserting the word “a” before “ vice-
president” in line 45. 3

Section 29 stands over for further consideration.

Section 30 amended by striking out subsection 2.

Section 31, line 50, insert the word “a?” before “ vice-president.”

Section 32.—Adopted with the exeeption of subsections 7 and 8, which were
reserved for further consideration.

2—33
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Section 33 adopted.

Section 34 stands for further consideration.

Section 35 adopted.

Section 35A again read and further amended by striking out the word “last”
in line 8 and reinserting therefor the word “ next ”; and by inserting the word “ each”
after “dollars” in line 10.

Section 36 again read and amended by striking out subsections 5 and 6 thereof,
the same to be transferred to form part of section 43.

Section 38 amended by adding the following as a new subsection:

2. “ Any number of calls may be made by one resolution.”

Subsections 2, 3 and 4 of the Bill being renumbered 8, 4 and 5, respectively.

In subsection renumbered 3, substitute the word “ payable ” for the word “ made.”

In subsection renumbered 4, strike out the word “ any” and add the letter “s™
to the word  call.”

Section 41, line 8, strike out “thirty days,” and in line 9, after the word
“notice ” insert the words “ published for at least four weeks.”

In subsection 3 of section 41, line 1, before the word “ vice-president” insert the
word ,“ a” and before the words ¢ general manager ” in the same line insert the word
Sthe.”

Section 41, subsections 1, 3 and 4 thereof stand over for further consideration.

Sections 43 and 44 stand over for further consideration.

i Section 46, line 7, insert the word “a?” before “vice-president,” and the word
“the” before * general manager.”

Section 46, subsection 1 thereof adopted; and subsections 2 -and 3 stand over for
further consideration.

Section 47 again read as previously amended by inserting * lunacy” after
“death’ in line 3, and by inserting “the” before “person” in line 12, and by
inserting “or a commissioner for taking affidavits” after “public” in line 17.

Section 49 read and adopted.

Section 51 read and adopted.

Section 53 stands over for further consideration.

Further consideration of the Bill postponed until to-morrow (Thursday).

The Minister of Finance and Messrs. McCurdy and Middlebro, submitted
various proposed amendments, which were ordered to be printed as notices of
motions. : 5

The Committee then adjourned until to-morrow at 11 a.m.

NOTICES OF MOTIONS.
By Mr. McCURDY.

Section 131A.—Add new subsection 4 thereto, as follows:—

“Any person who, being a director, officer, clerk, or servant of a bank, accepts,
directly or indirectly, a gift, payment or other consideration or receives a promise
of consideration from any person who is seeking or has obtained, on his own or any
other account, a loan or discount or other advantage from the bank, shall be guilty
of an offence against this Act.”

Section 32.—Strike out subsection 8 thereof and substitute therefor the fol-
lowing:
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“ A proxy may be given to vote only at one meeting of the shareholflers or an
adjournment thereof, and shall not be valid unless it has been made in writing
within three months last preceding the date of such meeting.”

By Mr. MIDDLEBRO.

That Section 56 be amended by adding after the word “ meeting ” in the first line
thereof the following words:

“ And subsequent to the election of Directors.”

Also by adding the following as sub-section 1A of section 56:—

“No shareholder elected as a Director at the said annual meeting, and no share-
holder who was a Director of said Bank for the year preceding the said annual. meet-
ing, or for part thereof, shall vote upon or for the appointment of said _aud}tor or
auditors either upon the shares standing in the books of the said Bank in his own
name or by proxy for other shareholders of the said Bank.”

Also by adding the following as section 56B: .

“(1) If at the said annual meeting shareholders represénting one fourth of the
shares of the Bank request an inspection and audit of the said Bank by an auditor
or auditors to be appointed by the Minister, the Minister shall, within one month
from receipt of written notice of such request, appoint a suitable person or persons
to examine and enquire into the affairs and business of the said Bank, and such
auditor or auditors shall, at the conclusion of such examination and enquiry, report
fully to the Minister the results thereof, and a certified copy of such Report shall
thereupon be mailed or delivered to the said Bank.” '

“(2) For the purposes of this section the auditor or auditors so appointed shall
have all the rights and powers given to an auditor under section 56 of this Aect.”

“(8) Upon the performance of the duties imposed by this section by the said
auditor or auditors the Minister shall fix the remuneration therefor which shall
thereupon be paid by the said Bank to the said auditor or auditors.”

By the MINISTER.

Section 56.—To amend section 56 by inserting new subsection 2, as follows:—

“2. After the appointment of an auditor or auditors under the next preceding
“ subsection of this section, sharcholders the aggregate of whose paid-up capital stock
“1is equal to at least one-third of the paid-up capital stock of the bank, who in writ-
“ing under their respective hands allege that they are dissatisfied with the appoint-
- ment so made, may, in and by the same writing, make application to the Minister
“to have the person or persons so appointed superseded, and the Minister may, after
“such inquiry as he may deem necessary, select an auditor or auditors instead of the
“auditor or auditors appointed at the annual gemeral meeting, and the auditors so
“appointed shall thereupon cease to be the auditors of the bank and the auditors so
“selected shall be the auditors of the bank until the next annual general meeting.”

Re-number remaining subsections in consequence of the addition of new 2.
Change the figure “5,” line 45, page 24, to “6.”

Substitute for re-numbered sub-section 11— Remuneration of Auditors”—the
following :—

“11. The remuneration of auditors appointed by the shareholders shall be fized
by the shareholders at the time of their appointment, and in the event of such
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appointees being superseded and other auditors selected, as provided by sub-section
2 of this section, the remuneralion so fixed shall be divided between them according
to the length of time they respectively are auditors of the bank.”

Amend new sub-section 15 by adding new sub-clause (b), as follows:—

“(b) Whether, in their opinion, the transactions of the bank have been within
the powers of the bank;”

Change existing ()) and (¢) of this sub-section to (¢) and (d), respectively,
and change the figures “13 ” in line 42 to the figures “14.”

Section 56A.

AUDITORS’ REPORT TO MINISTER.

Substitute for section 56A the following:—

“56A. The Minister may direct and require any auditor appointed under the
next preceding section of this Act, or any other auditor whom he may select. to
examine and inquire specially into any of the affairs or business of the bank and the
auditor so appointed or selected, as the case may be, shall, at the conclusion of his
examination and inquiry, report fully to the Minister the results thereof.”

2. For the purposes of this section the auditor appointed or selected as aforesaid
shall have all the rights and powers given to an auditor under the mext preceding
section.” )

“3. For the performance of the duties imposed by this section, the auditor shall
be paid as remuneration out of the Consolidated Revenue Fund such sum as the
Governor in Council may direct.”

“4. The person selected by the Minister under this section shall, for the pur-
poses of section 158 of this Act, be deemed to be an auditor of the bank.”

Section 57. Strike out in line 1, page 27, the words “at.least thirty days”
and insert after the word “ notice” in line 2, the words ¢ published for at least four
weeks.”

Strike out the word “or” in line 4, page 27, and substitute therefor the word
114 an ',,

Strike out the word “or” in line 5, and substitute therefor the word “and.”

NOTICE OF MOTION BY THE MINISTER.

Section 61. Amend subsection 10, line 37, page 29, by substituting the word
“his” for the word “ their.”

Subsection 13, line 6, page 30, strike out the words “the members”; line 7,
strike out the word “of ” and the words “in such relative amounts.”

Subsection 18, line 44, page 30, insert the word “a” before the word “ vice-
president.”

Subsection 20, line 9, page 31, insert the words “last mentioned” before the
word “ Bank.” i

Section 62. Line 23, page 31, strike out the words,  office or ” and insert in lieu
thereof the word “branch”; line 24, after the word “agency” insert the words “or
office ”; line 34, substitute for the word “nor” the word “and”; line 41, strike out
the words “office or” and substitute therefor the word “branch”; insert after the
word “agency,” in the same line, the words “or office”; line 46, strike out the
words “ an office” and substitute therefor the words “a branch”; line 47, insert
after the word “ agency ” the words “or office.”

Section 71. Line 38, page 35, insert before the word “ offices ’ the words “ branches,
agencies or.”
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Section 74. Substitute for the present proviso the following:—

Provided that if all such names are impressed by mach%nery, at least one such
name to each note or bill together with a distinguwishing device and number shall. be
impressed or engraved under the authority of the bank after the no‘tes are recewved
by the bank from the engraver and printer, and shall not be otherwise impressed or
engraved. 53 V., c. 81, 8. 29. Am. 3 : ;

Section 77. Subsection 3, before the word “vice-president” 11},sert the word
“ a7 and before the words “ general manager” insert the word “ th_e.

Section 84. Strike out the word “ general,” line 19, page 40; strike out the words
“in such form,” line 24. 3 e

Section 86. Subsection 2, sub-clause b, strike out the words “right and tlfcle,:
line 9, page 41, and substitute therefor the words “goods, wares and m‘e‘rchar::ilse.

Section 88. Sub-section 1, line 2, page 42, strike out the word “and at}d
substitute therefor the word “or.” ) : %

Line 3, same page, strike out the word “and” and substitute therefor the wor

&« 01'.”

Subsection 2, line 6, strike out the words “ (of any kind).”

Substitute for existing sub-sections 5, 6, 7 and 8 the following:— -

“5. If, uith the consent of the bank, the goods, wares and merchandise, live stock
or dead stock or the products thereof, upon the security of which money has been
loaned under the authority of sub-sections 1 and 4 of this section, are removed and
other goods, wares and merchandise, live stock or dead stock or the products thereof
of substantially the same character are respectively substituted therefor, then to the
extent of the value of the goods, wares and merchandise, or live stock or dead stock
or the products thereof so removed the goods, wares and merchandise, live stock or
dead stock or the products thereof so substituted shall be covered by such security
as if originally covered thereby; but failure to obtain the consent of the bank to any
such substitution shall not affect the validity of the security either as respects any
goods, wares and merchandise, or live stock or dead stock or the products thereof
actually substituted as aforesaid or in any other particular.

“6. Any such security, as mentioned in the foregoing provisions of this section,
may be given by the owner of the said goods, wares and merchandise. stock or.pro-
ducts thereof, grain or cattle

“17. The security may be taken in the form set forth in Schedule ¢C” to this
Act or to the like effect.

“8. The bank shall by virtue of such security acquire the same rights and
powers in respect of the goods, wares and merchandise, stock or products thereof,
grain or cattle covered thereby as if it had acquired the same by virtue of a ware-
house receipt; provided, however, that the wages, salaries or other remuneration of
persons employed by any wholesale purchaser, shipper or dealer, by any wholesale
manufacturer, by any farmer or rancher, in connection with any of the several whole-
sale businesses referred to, or in connection with the farm or ranch respectively, for
a period not exceeding three months, shall be a charge upon the property covered by
the said security in priority to the claim of the bank thereunder, and such wages,
salaries or other remuneration shall be paid by the bank if the bank takes possession
or in any way disposes of the said security or of the goods, wares and merchandise,
stock or products, grain or cattle covered thereby.”
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MINUTES OF PROCEEDINGS.

House oF CoMMONS,
ComumirTee Room No. 101,
TuurspaYy, March 27, 1913.

Committee met at 11 a.m.

PreseNT—Messrs. Armstrong (Lambton), Baker, Ball, Barker, Best, Broder,
Buchanan, Burnham, Carvell, Charlton, Clark (Bruce), Currie, Donnelly, Emmerson,
Guthrie, Henderson, Jameson, Kay, Kemp, Loggie, Macdonald, Macdonell, McCurdy,
Middlebro, Nesbitt, Nickle, Osler (Sir Edmund), Pardee, Rhodes, Ross, Sharpe
(Ontario), Sinclair, Steele, Thompson (Yukon), Thornton, Turriff, Warnock, Webster,
White (Leeds).

In the absence of the Chairman, Mr. Barker took the chair.

The Committee proceeded to the further comsideration of Bill No. 36, An Act
respecting Banks and Banking.

Section 54, again to stand over for future consideration.

Section 55 again read and adopted.

Sections 56 and 56A again to stand over for future considevation.

Section 57 again read, and amended by striking out the words “at least thirty
days’” in line 1 of subséction 2; and by inserting the words “ published for at least
four weeks,” after “notice” in line 2 of subsection 2, and by substituting “and?”
for “or” in line 2 of subsection 3; and by substituting “and” for “or” in line 3
of subsection 3, and adopted as amended.

Section 58 again read, and adopted as previously amended.

Section 59 again read, and adopted.

Section 60 again read, and adopted:

Section 61 again to stand over for future consideration.

Section 62 again read, and amended by striking out the words “ office or” and
inserting therefor the word “ branch,” in line 2, and by inserting the words “ or office ”
after “ agency ” ‘in line 3; and by making the same changes in subsections 8 and 4;
and by substituting “and” for “nor” in line 3 of subsection 2. Section adopted
as amended. '

Section 64 again read and adopted.

Section 70 again read, and adopted.

Section 72 again read, and reserved for further consideration.

Section 74 again read, and amended by inserting the words “{ogether with a
distinguaishing device and number” after “ bill” in line 13, and adopted as amended.

Sections 76, 77 and 79 again to stand over for future consideration.

Section 83 again read, and reserved for future consideration.

Section 84 again read as amended previously, and further amended by making

a new section 84A out of subsection 2, and adopted as further amended.

Sections 86, 87, 88, 89, 90, 91, 92 and 93 again reserved for future consideration.

Section 94 again read. Mr. Ross moved to amend the same by substituting the
words “one-quarter” for the words “one-half” in line 7. Further consideration
postponed.

Section 97 again read and reserved for further consideration.

Mr. Turriff moved “that Mr. Frederic Kirkham, of Saltcoats, Sask., be required
to appear at once and give evidence before the Committee, and that his travelling
and living expenses shall be paid.”

After discussion, the foregoing motion was postponed for further consideration.

The Committee then adjourned until to-morrow at 11 a.m., for the consideration
of Private Bills. '



BILL 36—BANKS AND BANKING 41

APPENDIX No. 2

PROPOSED AMENDMENTS TO BILL No. 36, RESPECTING BANKS AND
BANKING. ; .
) WeDNESDAY, April 2, 1913,
By Mr. AIKINS.

To add to paragraph (b) of section 4 the following: “If the same has not been
increased or decreased but if increased or decreased then as increased or decreased
before the passing of this Act.”

By Mr. SHARPE (Ontario).

Section 4.—To be amended by substituting the word “twenty” for the word
“ twenty-three ” in line 31.
Section 10.—That section 10 be struck out and the following substituted there-
for:—

Banks shall consist of three different classes: (a) Dominion banks with branches
in more than one province, (b) Provincial banks wit hbranches in only one prov-
ince, and (¢) City or County banks with no branches.

The capital stock of such banks hereafter incorporated shall be not less than
$500,000 for Dominion banks, $250,000 for Provincial banks, and $100,000 for City
or County banks.

And the capital stock of any bank shall be divided into shares of one hundred
dollars each.

' By Mr. AIKINS.
(ﬂi‘]‘:tbmeet?ng (Section 13 reprinted as proposed to be amended as follows) :—
scri.}l,ler.s_ 13. Whenever a sum not less than five hundred thousand dollars

of the capital stock of the bank has been bona fide subscribed, and
payments in money on account thereof have been made by the sub-
scribers, the total of such payments making a sum of not less than
two hundred and fifty thousand dollars, and as soon thereafter as
the provisiongl directors have paid thereout to the Minister the sum
of two hundred and fifty thousand dollars, the provisional directors
may, by public notice published for at least four weeks, call a meet-
ng of the subscribers to the said stock, to be held in the place
named in the Act of incorporation as the chief office of the bank,

What i at such time and at such place as is set forth in the said notice.
o ﬁlgea' 2. For the purposes of the foregoing subsection no subscription
subscription, shall be deemed to have been made bona fide unless payment in

money equal to at least ten per cent of the amount subscribed has
been made on account of such subscription by the subscriber, and
such payment with the date thereof shall be entered on the stock
o books opposite to such subscription.
fhé‘?éﬁi“ 3. The subseribers shall, at such meeting,— !
) (a) determine the day upon which the annual general meeting
of the bank is to be held; and e
(b) elect such number of directors, duly qualified under tais
Act, not less than five, as they think necessary.

Tenure of 4. Such directors shall hold office until the annual general meet-
directors. in eedi their election.

¢ next succeeding their election : -
Brpoiatariat 5. Upon the election of directors as aforesaid the funcgorxxrsnof
direct\mgsn ¥ the provisional directors shall cease. 53 V., c. 31, s. 13; 4-5 E. -
cease. c. 4 8. 2. Am:

By Mr. McCURDY.

~ « »
Section 18.—That the sixth word of line 1, section 18, be changed from “ may
to “ shall ”,
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By Mr. SHARPE (Ontario).
Section 18,—To strike out paragraph (k).

By Mr. AIKINS.

To amend section 29 by adding after the word “ Act” in the second line thereof
the following:— - |

“or to any by-law duly passed by the shareholders.”

By Mr. SHARPE (Ontario).

Section 29, paragraph (a) struck out and the following substituted :—
“ (a) The management of the affairs and concerns of the Bank.”

By Mr. McCURDY.

Section 32.—Strike out sub-section 8 thereof and substitute therefor the follow-
ing :—

“ A proxy may be given to vote only at one meeting of tae shareholders or an
adjournment thereof, and shall not be valid unless it has been made in writing within
three months last preceding the date of such meeting.”

By Mr. SHARPE (Ontario).

Section 34, subsection 1 struck out and the following substituted:—

“ Any of the original unsubseribed capital stock, or of the increased stock of the
bank shall, at such time as the directors determine, be allotted to the then share-
holders of the bank pro rata, at such rate and on such terms as are fixed by........

3 .some competent court or commission designated by Order-in-
Counml upon appllcatlon by the Directors, and until such court or commission be
created or designated, on such terms as are fixed by the Treasury Board.”

By the MINISTER.

In section 34, line 19, insett the word “at” before “ such ”—a printer’s omission.

Section 34—

In new sub-section 2 of section 34, line 34, substitute “ninety days” for the
words “sixty days.”

Sub-section 3 of section 34: Substitute the following therefor:—

“ Any of such allotted stock which is not accepted by a shareholder to whom the
“allotment has been made, within the time so fized, or which he declines to accept,
“together with such shares as remain unallotted because of the provisions of this sec-
“tion that no fraction of a share can be allotted, may be offered for subscription to
“the public in such manner and on such terms as the directors prescribe.” 53 V.,
C. 31, 8. 27, Am,

By Mr. SHARPE (Ontario).

Section 41.—That sub-section 1 be struck out and the following words be added
to section 2 after the word “ do?” in line 11: “ and personal service of such notice on
such shareholders or his personal representatives.”

(S
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By Mr. McCURDY.
That paragraph (b) of clause 43 be struck out.

By Mr. SHARPE (Ontario).
Section 43.—Thap sub-section (b) be struck out.

By the MINISTER.

Section 43.—In new sub-section 2, line 6, page 18, add after the word “ descrip-
tion ” the words “ of the transferee”

Add new sub-sections 4 and 5 as follows:—

“4. The shares shall be transferrable at the chief office of the bank, and at such of
its branches and such other places as the directors designate, according to such form
and subject to such rules and regulations as the directors prescribe.

“5. The directors may appoint such agents for the purposes of this section as
they deem necessary.” 53 V., c. 31, ss. 35 and 29. Am.

Nore.—This is merely a transfer of sub-sections 5 and 6 struck out of section
36. The change is made inasmuch as these sub-sections more properly come under

the heading Transfer and Transmission of Shares than under the heading Shares
and Calls.

Sec. 44.—to be amended so as to read as follows:—

“44. A list of all transfers of shares registered each day in the books of the
bank at the respective places where transfers are authorized, showing in each case

the parties to such transfers and the number of shares transferred, shall be made up
at the end of each day.”

“2. Such lists shall be kept at the said respective places for the inspection of the
shareholders.” 53 V., c. 81, s. 36. Am.

By Mr. SHARPE (Ontario).

Section 46.—That in sub-section (2) all the words after “ purchase,” in line 48
be struck out. :

By the MINISTER.

Sec. 54.—sub-section 1, line 10: insert the word “a” before “vice-president”

‘and. add the word “directors” in the same ‘line the words “ neither of whom shall

be an-officer of the bank.”

Insert after (¢), line 38, page 22, new paragraph (h), as follows:—

“(h) Canadian municipal securities, and British, foreign and colonial public
other than Canadian,” and re-letter remaining paragraph of sub-section 2. Line
46: leave space of one and a-half inches after the word © interest” in lines 46 and
48 respectively, so that the amount of rebate of interest may be shown.

By Mr. AIKINS.

To amend section 54 by adding to paragraph (j) of liabilities the words: ““and
all acceptances”; and by adding to paragraph (d) of assets the words: “and the
nature of such cash items.”



44 BANKING AND COMMERCE COMMITTEE

3 GEORGE V., A. 1913
By Mr. MIDDLEBRO.

That Section 56 be amended by adding after the word ‘“ meeting“ in the first
line thereof the following words:—

“ And subsequent to the election of Directors”

Also by adding the following as subsection 1A, of section 56 —

“No shareholder elected as a Director at the said annual meeting, and no
shareholder who was a Director of said Bank for the year preceding the
said annual meeting, or for part thereof, shall vote upon or for the appointment of
said auditor or auditors either upon the shares standing in the books of the said
Bank in his own name or by proxy for other shareholders of the said Bank.”

Also by adding the following as Section 56B:—

“(1) If at the said annual meeting shareholders representing one-fourth of tne
shares of the Bank, request an inspection and audit of the said Bank by an auditor
or auditors to be appointed by the Minister, the Minister shall, within one month
from receipt of written notice of such request, appoint a suitable person or persons
to examine and inquire into the affairs and business of the said Bank, and such
auditor or auditors shall at the conclusion of such examination and inquiry report
fully to the Minister the results thereof, and a certified copy of such report shall
thereupon be mailed or delivered to the said Bank.”

“(2) For the purposes of this section the auditor or auditors so appointed shall
have all the rights and powers given to an auditor under seciion 56 of this Act.

“(8) Upon the performance of the duties imposed by this section by the said
auditor or auditors, the Minister shall fix the remuneration therefor which shall
thereupon be paid by the said bank to the said auditor or auditors.”

By Mr. SHARPE (Ontario).

Section 56.—That this section be not now passed, but referred to the Depart-
ment of Finance with the request that a new section be substiuted providing for an
efficient system of Government audit and inspection, the inspection to be primarily
designed to ensure the provisions of the Bank Act being observed and to ensure that
no frauds are being perpetrated upon the public; or in the alternative:

1. The Minister shall appoint a Board of Bank Inspectors consisting of two or
more members appointed by the Governor in Council.

2. Each Inspector shall hold office during good behaviour for a period of ten
years from the date of the appointment, but may be removed at any time by the
Governor in Council for cause. Provided that

(@) An Tnspector shall cease to hold office upon reaching the age of seventy years.

3. An Inspector on the expiration of his term of office shall, if not dlsquahﬁed by
age, be eligible for re-appointment.

4. One of such Inspectors shall be appointed by the Governor in Council Chief
Inspector of the Board and shall be entitled to hold the office of Cnief Inspector so
long as he continues a member of the Board.

5. No TInspector shall indirectly or directly hold, purchase, take or become inter-
ested in any stock ov share of any chartered bank of Canada, nor of any trust or loan
or other company having any business dealings with the chartered banks of Canada.

6. The remuneration of the Board of Inspectors shall be fixed by the Governor in
Council and be paid by an assessment of the chartered banks of Canada, such assess-

ment to be according to the paid up capital of each bank.
i 7. Every bank shall be inspected twice each year or oftener if deemed necessary
by the Minister.

8. Each member of the Board of Bank Inspectors shall have a right of access to
the books and accounts, cash. securities, documents and vouchers of the bank, and

[ S
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shall be entitled to require from the directors and officers of the bank such informa-
tion and explanation as may be necessary for the performance of the duties of the
Inspector. 3

9. If the bank has branches or agencies it shall be sufficient for all the purposes
of this section if the auditors are allowed access to the returns, reports, and statements
and to such copies of extracts from the books and aceounts of any such branch or
agency as have been transmitted to the chief office, but the Inspectors may in their
discretion visit any branch or agency for the purpose of examining the books and
accounts, cash, securities, documents, and vouchers at the branch or agency.

10. It shall be the duty of the Inspectors twice at least each year, in addition to
such checking and verification as may be necessary, for this report upon the state-
ment submitted to the shareholders under section 54 of this Act, to check the cash and
verify the securities of the bank at the Chief Office of the Bank against the entries
in regard thereto in the books of the bank, and. should they deem it advisable to check
and verify in the same manner the cash and securities at any branch or agency.

11. The Inspectors shall make a report to the Minister on the accounts examined
by them on the checking of cash and verification of securities referred to in the mext
preceding sub-section and on the statement of the affairs of the bank submitted by the
directors to the shareholders under section 54 of this Act during each year of their
tenure of office, and the report shall state:

(@) Whether or not they have obtained all the information and explanation they
have required.

(b) Whether their checkinfg of ecash and verification of securities required by sub-
:}elction 10 of this section agreed with the entries in the books of the bank with regard

ereto,

(¢) Whether, in the opinion, the statement referred to in the report is properly
drawn up so as to exhibit a true and correct view of the state of the bank’s affairs
according to the best of their information and the explanation given them, and as
shown by the books of the bank.

(d) Whether there have been any violations of the provisions of the Bank Act,
and if so, in what particulars, and

(¢) Whether there are any acts of fraud being perpetrated by the officials or
officers of the bank.

By the MINISTER.

Section 56.—To amend section 56 by inserting new subsection 2, as follows:—

“2. After the appointment of an auditor or auditors under the mext preceding
o .?ubsection of this section, shareholders the aggregate of whose paid-up capital stock
“1s equal to at least one-third of the paid-up capital stock of the bank, who in writ-
“ing under their respective hands allege that they are dissatisfred with the appoint-
“ment so made, may, in' and by the same writing, make application to the Minister
“to have the person or persons\so appointed superseded, and the Minister may, after
“such inquiry as he may deem necessary, select an auditor or auditors instead of the
“auditor or auditors appointed at the amnual gemeral meeting, ana the auditors so
“ appointed shall thereupon cease to be the auditors of the bank and the auditors so
“selected shall be the auditors of the bank until the next annual general meeting.”

Re-number remaining subsections in consequence of the addition of new 2.

Change the figure “5,” line 45, page 24, to “6.”

Substitute for re-numbered subsection 11—“ Remuneration of Auditors”—the
following :—

«11. The remuneration of auditors appointed by the shareholders shall be fized
by the shareholders at the time of their appointment, and in t_he event of 8"{0"'
anpointees being superseded and other auditors selected, as provided by sub-section
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2 of this section, the remuneration so fivzed shall be divided between them according
to the length of time they respectively are auditors of the bank.”

Amend new sub-section 15 by adding new sub-clause (b), as follows.—

“(b) Whether, in their opinion, the transactions of the bank have been within
the powers of the bank;”

Change existing (b) and (¢) of this sub-section to (¢) and (d), respectively,
and change the figures “13” in line 42 to the figures “ 14.”

Section 56A.

AUDITORS’ REPORT TO MINISTER.

Substitute for section 56A the following :—

“ 56A. The Minister may direct and require any auditor appointed under the
next preceding section of this Act, or any other auditor whom he may - select, to
examine and inquire specially into any of the affairs or business of the bank and the
auditor so appointed or selected, as the case may be, shall, at the conclusion of his
examination and inquiry, report fully to the Minaister the results thereof.

“9. For the purposes of this section teh auditor appointed or selected as aforesaid
shall have all the rights and powers given to an auditor under the next preceding
section.

“3. For the performance of the duties imposed by tihs section, the auditor shall
be paid as remuneration out of the Consolidated Revenue Fund such sum as the
Governor in Council may direct.

“4 The person selected by the Minister under this section shall, for the pur-
poses of section 158 of this Act, be deemed to be an auditor of the bank.

Section 57.—Strike out in line 1, page 27, the words “ at least thirty days”
and insert after the word “notice” in line 2, the words “ published for at least four
weeks.”

Strike out the word “or’
“ and.” ; "

Strike out the word “or” in line 5, and substitute therefor the word “ and.”

’ in line 4, page 27, and substitute therefor the word

By Mr. STEELE.

To amend section 61 by adding to the first sub-section thereof a paragraph as
follows :— -

(¢) But the bank shall not re-issue such notes until the same have been steril-
ized, by heating them to a temperature of 270 degrees or by some other method
approved by the Minister.

By the MINISTER.

Section 61. Amend subsection 10, line 37, page 29, by substituting the word
“his” for the word “their.”

Subsection 13, line 6, page 30, strike out the words “the members”; line 7,
strike out the word “ of ” and the words “in such relative amounts.”

Subsection 18, line 44, page 30, insert the word “a” before the word “ vice-
president.”

Subsection 20, line 9, page 31, insert the words “last mentioned ” before the
word “ Bank.”

By Mr. SHARPE (Ontario).

Section 61.—That the following subsections be added:—
+ “21. The bank shall pay to the Government of Canada an annual tax equal to
wevs......per cent on every one hundred dollars of notes issued under the authority
of this Act.

.
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€99, The bank, in addition to this annual tax, shall pay to the Government 9f
Canada a. tax equal to.......... per cent on every one hundred dollars loaned in
foreign countries,’

By the MINISTER.

Section 62. Line 23, page 31, strike out the words, “ office or ” and insert in lien
thereof the word “ branch”; line 24, after the word “ agency ” insert the words “or
office ”; line 34, substitute for the word “mnor” the word “and”; line 41, strike out
the words “office or ” and substitute therefor the word “branch”; insert after the
word “agency,” in the same line, the words “or office”; line 46, strike out the
words “ an office” and substitute therefor the words “a branch”; line 47, insert
after the word “ agency ” the words “or office.”

Section 71. Line 38, page 35, insert before the word “ offices ’ the words “ branches,
agencies or.” :

By Mr. STEELE.

To amend section 72 by adding thereto the following sub-sections:—

3. or in Dominion notes or bank notes unless the same have been sterilized, by
heating to a temperature of at least 270 degrees or by some other method approved
by the Minister, before each issue or payment of the same after the first issue.

4. No payment shall be made in Canada in silver or nickel coinage of any other
country, or in bills which are not Dominion notes or Canadian bank notes.

By the MINISTER.

Section 74. Substitute for the present proviso the following:—

Provided that if all such names are impressed by machinery, at least one such
name to each note or bill together with a distinguishing device and mumber shall be
smpressed or engraved under the authority of the bank after the notes are received
by the bank from the engraver and printer, and shall not be otherwise impressed or
engraved. 53 V., c. 81, s. 29.  Am.

By Mr. AIKINS.

To amend section 76 by adding after the words “ The Bank may ” the following:
“within Canada,” and by striking out the words “ agencies and offices ” in the second
line of said section and by adding to sub-paragraph (e) the following: ¢ open agencies
and offices elsewhere than in Canada in so far as the same may be advantageous for
the business in Canada.”

By Mr. SHARPE (Ontario).

Section 76.—That subsection 2 be amended by adding the following paragraph.:—-

" (d) lend money or make advances to a mining company or mining corpo'ratmn

in which the president, directors, manager or other officer thereof is or are directly
or indirectly interested. : 3

(e) lend money or make advances in excess of $ to any company or cor-

poration in which the president, directors, manager or other officers thereof is or are

directly or indirectly interested without the unanimous consent of all the directors

present at a special board meeting called for the purpose of passing upon such loan
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or advances. Should all the directors be either directly or indirectly interested in
the company or the corporation seeking the loan or advance then the loan or advances
shall not be made under any ecircumstances.

(f) lend money or make advances in excess of ten per cent of its paid up capital
to any foreign person, company or corporation, or upon the securities of such foreign
person, company or corporation, or in excess of twenty-five per cent of its paid up
capital to any person residing in Canada or any company or corporation having its
head office in Canada or upon the securities of such person, company or corporation.

That section 77 be stricken out.

By Mr. McCURDY.

To strike out section 77.

By the MINISTER.

Section 77. Subsection 8, before the word ¢ vice-president” insert the word
“a” and before the words “ general manager” insert the word ¢ the.”

Section 84. Strike out the word “ general,” line 19, page 40; strike out the words
“in such form,” line 24.

Section 86. Subsection 2, sub-clause (b), strike out the words “right and title,”
line 9, page 41, and substitute therefor the words “goods, wares and merchandise,”

Section 88. Sub-section 1, line 2, page 42, strike out the word “and” and sub-
stitute therefor the word “ or.”

Line 3, same page, strike out the word “and” and substitute therefor the word
43 01‘.”

Subsection 2, line 6, strike out the words “ (of any kind).”

Substitute for existing sub-sections 5, 6, 7 and 8 the following :—

“5. If, with the consent of the bank, the goods, wares and merchandise, live stock
or dead stock or the products thereof, upon the security of which money has been
loaned under the authority of sub-sections 1 and 4 of this section, are removed and
other goods, wares and merchandise, live stock or dead stock or the products thereof
of substantially the same character are respectively substituted therefor, then to the
extent of the value of the goods, wares and merchandise, or live stock or dead stock
or the products thereof so removed the goods, wares and merchandise, live stock or
dead stock or the products thereof so substituted shall be covered by such security
as if originally covered thereby; but failure to obtain the consent of the bank to any
such substitution shall not affect the validity of the security either as respects any
goods, wares and merchandise, or live stock or dead stock or the products thereof
actually substituted as aforesaid or in any other particular.

“6. Any such security, as mentioned in the foregoing provisions of this section,
may be given by the owner of the said goods, wares and merchandise, stock or pro-
ducts thereof, grain or cattle. .

“7. The security may be taken in the form set forth in Schedule ‘C’ to this
Act or to the like effect.

“8. The bank shall by virtue of such security acquire the same rights and
powers in respect of the goods, wares and merchandise, stock or products thereof,
grain or cattle covered thereby as if it had acquired the same by virtue of a ware-
house receipt; provided, however, that the wages, salaries or other remuneration of
persons employed by any wholesale purchaser, shipper or dealer, by any wholesale
manufacturer, by any farmer or rancher in connection with any of the several whole-
sale business referred to, or in connection with the farm or ranch respectively, for
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a period not exceeding three months, shall be a charge upon the property covered by
the said security in priority to the claim of the bank thereunder, and such wages,
salaries or other remuneration shall be paid by the bank if the bank takes possession
or in any way disposes of the said security or of the goods, wares and merchandise, _
stock or products, grain or cattle covered thereby.”

~

By Mr. ATIKINS.

To substitute for sub-section 2 of section 88 the following = :
“The bank may lend money to a person engaged in farming upon the security
of threshed grain.”

By Mr. SHARPE (Ontario).

Section 88, That sub-section 3 be struck out and the following substituted there-
for:—

“The bank may lend money to a farmer upon the security of his live stock.”

Section 8.—That sub-section 9 be added:—

. “Such security or a copy thereof shall be mailed by registered letter to tne offices
to be filed therein in the various provinces of the Dominion where bills of sale and
chattel mortgages are required now to be filed within twenty-four hours of the giv-
ing of such security.”

Section 8.—Sub-section 2, add these words:—

“ And provided further that such preference shall not be given over the claims
of a mechanic or workman for four weeks’ wages earned in respect to the goods.
wares and merchandise on which the bank holds the security aforesaid.”

By Mr. GUTHRIE.

Section 88—Amended by adding thereto the following as sub-section 9:—
? 9. Nothing in this section contained shall in any way alter or affect the prefer-
ence or priority heretofore granted to wage earners by the statutes of the various

provinces of Canada, but such preferences or priorities shall in all cases hereunder
be fully maintained.”

By Mr. GRAHAM.

Amend section 89 by adding, at the end of sub-section 2, the following:—

“Provided, however, that the filing of a lien note to the unpaid vendor in the
office of the Registrar of Deeds, or any other public office, as provided by any provin-
cial law, shall be deemed to be a notice to the bank of the claim of any such unpaid
vendor; and also provided, that nothing herein contained shall be deemed to interfere
with any employee’s lien or any preference in favour of employees, provided by any
Provincial statute.” -

By Mr. EMMERSON.

Section 91—To amend the same by adding thereto the following at the end of
the last line thereof :— 3 . o
“and all payments made by or on behalf of any borrower, whether paid voluntarily
“or otherwise, and all monies accepted or retained by or on beha.lf of any bank_ ;ndir
“the provisions of this section for interest or discount charges in excess ofk§a1 1: e
“of seven per cent, shall be recoverable by the person or corporation so making §
2—4
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“ payment or from whom such interest or discount charge in excess of the said rate
“of seven per cent, is exacted or retained, in an action therefor in any court of com-
“ petent jurisdiction.”

And by adding the following as subsection 2:—

“92. All banks shall furnish a statement monthly to the Minister showing the
“maximum rate of interest or discount paid to, charged or retained by such bank at
“its head office or at any of its branch offices.”

By Mr. SHARPE (Ontario).

That section 99 be struck out.

Section 114. —Subsection 8 be amended by adding thereto:—

“The bank shall transfer and pay over to the Minister notwithstanding any
statute of limitation or other Act relating to preseription,—

‘(a) all stock, no dividend whereon is claimed for six years before the last day
on which a dividend thereon becomes payable (except where payment of
dividend has been restrained by order of a court);

“(b) all dividends and all amounts of drafts or bills of exchange issued by the
bank which have remained unpaid for more than six years after they
became payable;

“(¢) all sums of money, deposits or balances in respect of which no transactions
have taken place, or upon which no interest has been paid, or no acknowl-
edgement has been made by the bank, or to which no claim has been
made by any person entitled thereto, during the six years prior to the
date of the last annual return of the bank.

“9. If a claim to any stock so transferred or money so paid is thereafter estab-
lished to the satisfaction of the Treasury Board, the Governor in Council shall. on
the report of the Treasury Board, direct the retransfer or payment thereof to be
made to the person entitled thereto.

“3. Upon transfer or payment to the Minister as herein provided, the bank and
its assets shall be held to be discharged from further liability for the stock so trans-
ferred and the amounts so paid.” :

Section 138.—Sub-section (a) is amended by inserting after the word “manager”
in line 6 in said subsection (a) the following words:—

“ And every local manager of a branch.”

By Mr. McCURDY.

Section 131A.—Add new subsection 4 thereto, as follows:—

“ Any person who, being a director, officer, clerk, or servant of a bank, accepts,
directly or indirectly, a gift, payment or other consideration or receives a promise of
consideration from any person who is seeking or has obtained, on his own or any
other account, a loan or discount or other advantage from the bank, shall be guilty
of an offence against this Aect.”

Section 32.—Strike out subsection 8 thercof and substitute therefor the fol-
lowing: e

“ A proxy may be given to vote only at one meeting of ﬁhareholders or an
adjournment thereof, and shall not be valid unless it has bé®n made in writing
within three months last preceding the date of such meeting.”

By Mr. AIKINS.

To amend section 134 by adding the following: “ and every bank shall show in its
returns under section 112 how much such cash reserves are held in Canada and how
much elsewhere.”

[ —
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By Mr. SHARPE (Ontario).

Section 138.—Sub-section (@) is amended by inserting after the word “ manager ”
in line 6 in said subsection (@) the following words:—

“ And every local manager of a branch.”

Section 140b.—“ Every person who, being the president, vice-president, director,
general manager, manager or other officer of a bank, enters into an agreement with
any other president, vice-president, director, general manager, manager, or other
officer of any other bank, or is a party to any agreement to which a bank is a party
to control, regulate, raise or lower the rates of interest on deposits or loans, dis-
counts, or exchange, or limit competition in establishing branch banks, shall be guilty
of an indictable offence and liable to imprisonment for a term not exceeding five
years, or to a fine not exceeding $2,000, or to both.”

Section 158.—Subsection 3 be amended by adding théreto:—

“TIn case any violation of this Act be brought to the attention of the Minister,
and on request the latter refuses to sue for the amount of the penalties as provided
by this Act, and neglects to sue for a period of three months after such notice, then
such person so notifying the Minister may bring suit in his own name for the re-
covery of the penalties and such penalties shall belong to such person so suing.”

MINUTES OF PROCEEDINGS.

House or Coanoxs,
Comwmirree Roon No. 101,
Frmay, March 28, 1913.

Committee met at 11 a.m., Mr. Ames, the Chairman, presiding.

Present—Messrs. Ames, Armstrong (Lambton), Barker, Barnard, Beattie, Ben-
nett (Calgary), Best, Burnham, Carvell, Currie, Edwards, Emmerson, Fisher, Hen-
derson, Loggie, Macdonell, Meighen, Nesbhitt, Papineau, Perley, Ross, Sharpe (Lis-
gar), Thornton, Turriff and White (Leeds).

; In connection with Bill No. 86, An Act respecting Banks and Banking, the ques-
tion of deciding when the examination of the persons invited to give their views on
the Bank Act, should begin, having been raised by the Chairman,

Mr. Emmerson moved, That such examination do begin cn Wednesday next, the
2nd April.

The question being put to the Committee, it was resolved in the affirmative.

The Committee then proceeded to the consideration of Private Bills.

NOTICE OF MOTION.
By Mr. CURRIE.

New section 97TA :—

A depositor in a bank, not being under sixteen years old, may by writing under
his hand delivered at or sent to the office, nominate any person, not being an officer
or servant of the directors (unless such officer or servant be the husband, wife,
father, mother, child, grandchild, brother, sister, nephew or niece, of the nominator),
to whom any sum, not exceeding five hundred dollars, which may remain due to S}lCh
depositor at his decease may be paid at such decease, and may from time to time

2—43
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revoke or vary such nomination by writing under his hand similarly delivered or
sent; and on receiving satisfactory proof of the death of a nominator, the directors
shall pay to the nominee the sum due to the deceased depositor, provided it does not
exceed five hundred dollars.

A nomination may be partly printed, and if made in a book kept at the office
shall be taken to be delivered at such office.

All payments made by a bank under the powers aforesaid shall be valid with
respect to any demand of any other person as next of kin to a deceased member, or
as his lawful representative or person claiming to be such representative, against the
bank, or the directors, but such next of kin, representative or claimant shall have
remedy for recovery of such money, so paid as aforesaid, against the person or per-
sons who shall have received the same.

MINUTES OF PROCEEDINGS.

House or CoMMONS,
ComMmirTee Room No. 101,
WEDNESDAY, April 2, 1913.

Committee met at 11 a.m., Mr. Ames, the Chairman, presiding.

PreseNT—Messrs. Ames, Armstrong (Lambton), Badl, Barker, Beattie, Best,
Broder, Buchanan, Burnham, Charlton, Clark (Bruce), Cockshutt, Donnelly, Edwards,
Emmerson, Guthrie, Henderson, Hughes (Kings, P.E.I,). Kay, Kemp, Loggie, Mac-
donald, Macdonnell, Maclean (Halifax), MecCraney, MeCurdy, Marshall, Meighen,
Middlebro, Nesbitt, Northrup, Power, Rhodes, Ross, Sexsmith, Sharpe (Ontario),
Sinclair, Steele, Stewart (Hamilton), Stewart (Lunenburg), Thomson (Qu’Appelle),
Thompson (Yukon), Thornton, Turriff, Webster, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

The following persons, invited to give their views on the foregoing Bill, reported
to the Committee:—

Messrs. H. C. McLeod and Gordon Waldron, Toronto; Peter McArthur, Appin,
Ont.

Mr. Henry Collingwood MecLeod, bank manager, was called. After reading a
prepared statement (printed herewith), Mr. McLeod was examined by members of
the Committee. At one o’clock Mr. McLeod’s examination was discontinued, to be
resumed to-morrow.

By a standing vote, the Committee resolved to meet at 10.30 a.m. to-morrow
(Thursday).

House or CoMMONS,
Commrirtee Room, No. 101.
THURSDAY, April 3, 1913.
Committee met at 10.30 am., Mr. Ames, the Chairman, presiding.
PrESENT.—Messrs. Ames, Armstrong (Lambton), Baker, Ball, Barker, Beattie,

Charlton, Clark (Bruce), Cockshutt, Donnelly, Edwards, Emmerson, Fisher, Guthrie,
Henderson, Hughes (Kings, P.E.I.), Jameson, Kay, Kemp, Knowles, Loggie, Mac-
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donald, Maclean (Halifax), McCraney, McCurdy, Marshall, Middlebro, Nesbitt,
Nickle, Northrup, Papineau, Pardee, Rhodes, Robb, Ross, Sexsmith, Sharpe (Lisgar),
Sharpe (Ontario), Sutherland, Thomson (Qu’Appelle), Thompson (Yukon), Thornton,
Turriff and White (Leeds).

The Committee again proceeded to the further consideration of Bill No. 36, An
Act respecting Banks and Banking.

The following persons, invited to give their views on the foregoing Bill, were
present :—Messrs. H. C. McLeod, G. Waldron, P. McArthur, A. K. Bunnell, and J.
Henderson.

Mr. McLeod’s examination was resumed by the Minister and others.

On motion of Mr. Maclean (Halifax), it was

Resolved, That a report be made to the House recommending that leave be
granted to the Committee to sit to-day while the House is in session, for the purpose
of hearing parties who have been invited to appear before them in connection with
Bill No. 36, An Act respecting Banks and Banking.

At one o’clock, the Committee rose to sit again at four o’clock, p.m., subject to
the adoption by the House of the foregoing report.

The examination of Mr. McLeod was resumed, and concluded.

On motion of Mr. White (Leeds), seconded by Mr. Maclean (Halifax), it was

Resolved, That a hearty vote of thanks be tendered Mr. McLeod for his kind
- attendance before the Committee at the cost of long travel and great personal incon-

venience.

Accordingly, the Chairman offered to Mr. McLeod the unanimous thanks and
- appreciation of the Committee.

It being 6 o’clock, the Committee rose to resume at 8 o’clock, p.m.

8 0’CLOCK, P.M.

The Chairman stated he “wished to have entered on our record a correction that
should be made in the proceedings of the Committee of March 10, 1913, on page 4.
In the answers to questions 5, 6 and 7 the Bank of Montreal apparently has paid
out in bonuses in the year 1912 $3,319,384. That is a clerical error and the $3,000,000
should be struck out. It should be $319,384. The Bank people wish to have that
entered on the Minutes, so that no one will be misled by it.”

Mr. Gordon Waldron, of The Weekly Sun, Toronto, Mr. Arthur K. Bunnell,
president of the Chartered Accountants’ Association of Ontario, of Brantford; and
Mr. Peter McArthur, of Appin, Ontario, were then called to give their views on
Bill No. 36, and were thanked by the Committee.

On motion of Mr. Armstrong, (Lambton), Mr. W. D. Albright, Mng. Editor of
The Farmers’ Advocate, of London, Ontario, was also called upon to give his views
on Bill No. 36, and was thanked by the Committee.

The Committee than adjourned until to-morrow (Friday) at 10.30 am.

House oF CoMMONS,
CommiTTEE RooMm, No 101,
; Frmay, April 4, 1913.
Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

Present—Messrs. Ames, Armstrong (Lambton), Ball, Barker, Beattie, Broder,
Burnham, Clark (Bruce), Cockshutt, Donnelly, Emmerson, Guthrie, Hend(;rson.
Hughes (Kings, P.E.I), Jameson, Kay, Law, Loggie, Macdonald, Maclean Halifax),
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McCraney, McCurdy, Marshall, Nesbitt, Nickle, Northrup, Papineau, Rainville,
Rhodes, Robb, Ross, Sexsmith, Sharpe (Ontario), Thomson (Qu’Appelle), Thompson
(Yukon), Thornton, Turriff, Warnock, Webster, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 86, An Act
respecting Banks and Banking.

Mr. G. T. Clarkson, of Toronto, was called and questioned by members, and
thanked by the Committee.
X Mr. J. Henderson, of Toronto, was called and questioned by members. At one
o’clock Mr. Henderson’s examination was discontinued to be resumed this afternoon

Resolved, That a report be made to the House recommending that leave be grantec
to them to sit to-day while the House is in Session, for the purpose of hearing parties
who have been invited to appear before the said Committee in connection with Bil
No. 36, An Act respecting Banks and Banking.

The Committee then adjourned until four o’clock p.m., subject to the adoption by
the House of the foregoing report.

4 o’clock p.m.

Mr. Henderson’s examination was resumed, and continued until six o’clock, to be
completed at the next sitting of the Committee.
The Committee then adjourned until Tue_sday next, at 10.30 a.m.

: House or CoMMONS,
CommirTee RooMm, No. 101,
Tuespay, April 8, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

PreseNtT.—Messrs. Aikins, Ames, Armstrong (Lambton), Ball, Barker, Barnard,
Beattie, Burnham, Clark (Bruce), Cockshutt, Donnelly, Emmerson, Henderson,
Hughes (Kings, P.E.L.), Kay, Kemp, Loggie, Macdonell, Maclean (Halifax),
MecCraney, McCurdy, Middlebro, Nesbitt, Nickle, Northrup, Osler (Sir Edmund),
Papineau, Pardee, Rainville, Rhodes, Robb, Rose, Sexsmith, Sharpe (Ontario),
Sutherland, Thompson (Yukon), Thornton, Turriff, Weichel and White (Leeds).

The Committee again proceeded to the further consideration of Bill No. 36, An
Act respecting Banks and Banking.

The examination of Mr. J. Henderson, vice-president of the Bank of Toronto,
was resumed.

On motion of Mr. Cockshutt, it was

Resolved, That a report be made to the House recommending that leave be
granted to the Committee to sit today while the House is in session, for the purpose
of hearing parties who have been invited to appear before them in connection with
Bill No. 36, An Act respecting Banks and Banking.

At one o’clock the Committtee rose to sit again at four o’clock, p.m., subject to the
adoption by the House of the foregoing report.

(The following should. have been printed in conjunction with Mr. Clarkson’s examin-
ation on page 4, of No. 13, of the Proceedings.)
Mr. G. T. Clarkson’s memoranda on the sections hereinafter named :—
Re Section No. 11—

Query, if provisional directors are not to be required to have some qualifications.
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In the case of the Farmers’ Bank of Canada, some of the provisional directors
had not subscribed for even $1 of stock previous to the organization meeting, when
subscriptions for one share each, par value $100, were put in.

Within my experience several attempts have been made to promote banking insti-
tutions by impecunious promoters who were interested, not so much in getting the
banks started for the purpose of doing banking business, but to provide opportunities
to sell stock so that they might earn commissions, or obtain salaries or positions.

I do not think it wise to hamper the promotion of banks by putting stiff qualifica-
tions on the promoters, but at the same time, it appears to me that it would be wise
that some qualification should be necessary as a guarantee of bona fide interest on the
part of those who obtain charters. As matters are now, if the certificate be not
obtained, the promoters, unless they subsecribe for stock, stand no share of the expense
of promotion which falls entirely upon those whom they have induced to subsecribe by
arguments insufficient to warrant their risking resources of their own.

Re Section No. 16—

I do not see any provision for an evening up between subscribers in case the bank
does not receive its certificate and it becomes necessary to distribute the funds collected.

It is in cases of this kind where the accounts between shareholders have to be
levelled that the most abnormal expense occurs, costing as it often does more than the
amounts at issue. Unless it is felt that the point is otherwise covered, I would sug-
gest that provision be included requiring the directors, before they distribute the
funds, to bring before a Judge of the Superior or County Court a list of subscribers
giving their names, addresses, the amounts they have subscribed for and the amounts
they have paid upon their subseriptions, and that without undue formalities and
delays having to be gone through the Judge be empowered to issue a warrant or order
requiring payment by those who have underpaid so as to permit equitable distribution.

This can, of course, be accompanied by liquidation under the Dominion Winding
Up Act, but only at an enormous proportionate cost, and, if it is at all possible to get
away from such liquidation and permit the levelling up of the accounts to be accom-
plished in an informal, direct and simple manner, it will save a great deal of money
and be most beneficial to the subseribers.

Re Section No. 37—

In the liquidation of the Farmers’ Bank of Canada, we are in a quandary as to the
~ meaning of this Section, when taken with Section 125. We have a contributory list
of nearly $1,800,000 in respect of $584,500 of capital stock outstanding, and in many
cases, we have claims for stock which has been sold and forfeited two or three times
over. I submit that the intention of the Section should be made clear as to whether
it is intended that once a person subscribes for stock, and the same be forfeited, he
is forever liable, in case of insolvency of the bank, to pay, or if it is intended that he
shall be liable only under certain restricted conditions, and, if so, for what—payment
of subscription only, or double liability also.

Re Section No. 125—

Query as to the meaning of this Seection, when taken in conjunction with Section
No. 37. .

What is the position of a person who subscribes for stock which is forfeited? Is
he liable to pay for such stock no matter how long after forfeiture the winding up
takes place, and is he also liable to pay double liability, or not?
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House oF CoMMONS,
CommirTee Room No. 101,
WebDNESDAY, April 9, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

PRrESENT :—Messrs. Aikins, Ames, Ball, Barker, Barnard, Charlton, Clark (Bruce),
Cockshutt, Donnelly, Edwards, Emmerson, Hughes (Kings, P.E.I.), Jameson, Kay,
Loggie, Macdonald, Maclean (Halifax), Maclean (York, Ont.), McCraney, McCurdy,
Nesbitt, Nickle, Northrup, Osler (Sir Edmund), Rhodes, Robb, Ross, Sexsmith,
Sharpe (Ontario), Steele, Sutherland, Thornton, Turriff, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking:

The examination of Mr. Jos. Henderson, vice-president of the Bank of Toronto,
was resumed and concluded, after which a vote of thanks was tendered Mr. Hender-
son by the Chairman.

Mr. H. B. McKenzie, of the Bank of British North America, Montreal, was then
called and questioned by members, and thanked by the Committee.

On motion of Mr. Sharpe (Ontario), it was

Resolved, That the memorandum from Mr. George Hague, formerly manager of
the Merchants Bank of Canada, and addressed to the Committee on Banking and
Commerce, be printed in this day’s proceedings.

The Committee then adjourned until to-morrow at 10.30 a.m.

House or CoMMONS,
CommiTTee Room, No. 101,
TaURsSDAY, April 10, 1913.

Committee met at 10.3¢ am., Mr Ames. the Chairman, presiding.

Present :—Messrs. Aikins, Ames, Armstrong (Lambton), Baker, Ball, Barker,
Beattie, Best, Burnham, Charlton, Clark (Bruce), Cockshutt, Crocket, Emmerson,
Foster (Kings, N.S.), Guthrie, Henderson, Hughes (Kings, P.E.I.), Jameson, Kemp,
Knowles, Loggie, Macdonell, Maclean (Halifax), Maclean (York, O.), McCraney,
MecCurdy, Marshall, Middlebro, Nesbitt, Nickle, Northrup, Osler (Sir Edmund),
Papineau, Pardee, Rainville, Rhodes, Robb, Ross, Sexsmith, Sharpe (Lisgar), Sharpe
(Ontario), Steele, Sutherland, Thomson (Qu’Appelle), Thompson (Yukon), Thorn-
ton, Turriff, Warnock, White (Leeds).

The Chairman stated that he had received a letter from Mr. H, C. McLeod call-
ing attention to some matters in his evidence; and it was

Resolved, that the said letter be printed as an appendix to the proceedings of
the Committee.

The Committee then proceeded to the further consideration of Bill No. 36, An
Act respecting Banks and Banking.

Mr. J. B. Forgan, president of First National Bank of Chicago, was called and
questioned by members.

Resolved, That a report be'made to the House recommending that leave be granted
to them to sit to-day while the House is in Session for the purpose of hearing parties
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who have been invited to appear before the said Committee in connection with Bill
No. 36, An Act respecting Banks and Banking.

The Committee then adjourned until 3.30 o’clock p.m., subject to the adoption
by the House of the foregoing report.

3.50 p.m.

Mr. Forgan’s examination was resumed, and concluded.

During his examination, Mr. Forgan submitted an address on “ Clearing House
Bank Examinations,” delivered by himself at the 15th annual dinner of the Bankers’
Club of Detroit, December 7, 1912. (Ezhibit No. 3.)

Also, an address on “ Should National Bank Deposits be Guaranteed by the
Government or by a Deposit with the Government,” &ec., delivered by himself before
the Bankers’ Association of Illinois. (Ewzhibit No. 4.)

Also, an address before the American Bankers’ Association on “ Bank Examina-
tion and Management.” (Ezhibit No. 5.) -

On motion of Mr. Armstrong (Lambton), it was 3

Resolved, That the foregoing papers be printed as an appendix to the proceed-
ings of the Committee.

At the conclusion of his examination, the Chairman, in the name of the Com-

mittee, tendered Mr. Forgan a hearty vote of thanks for his kind attendance and
valuable information.

The Committee then adjourned until to-morrow at 10.30 o’clock a.m.

Frmay, April 11, 1913.
Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding. -

PresENT:—Messrs Aikins, Ames, Baker, Ball, Barker, Barnard, Beattie, Best,
Broder, Burnham, Charlton, Clark (Bruce), Clark (Red Deer), Cockshutt, Donnelly,
Edwards, Guthrie, Henderson, Hughes (Kings, P.E.L), Jameson, Kemp, Knowles,
Loggie, Macdonell, Maclean (Halifax), McCraney, McCurdy, Marshall, Middlebro,
Nesbitt, Northrup, Papineau, Pardee, Perley, Rhodes, Robb, Ross, Sexsmith, Sharpe

_ (Lisgar), Sharpe (Ontario), Steele, Stewart (Hamilton), Sutherland, Thomson
(Qu’Appelle), Thompson (Yukon), Thornton, Turriff, Warnock, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Mr. Geo. S. Chipman, editor of Grain Growers’ Guide, Winnipeg, was called,
and questioned by members. After which a vote of thanks was tendered Mr. Chip-
man by the Chairman in the name of the Committee.

Resolved, That a report be made to the House recommending that leave be
granted to the Committee to sit to-day while the House is in session, for the purpose
of hearing parties who have been invited to appear before them in connection with
Bill No. 386, An Act respecting Banks and Banking.

At one o’clock, the Committee rose to sit again at 3.30 o’clock, p.m., subject to
the adoption by the House of the foregoing report.

3.30 p.m.

Mr. Ross, Assistant Deputy Minister of Finance, was .called by the ch.airman to
give a brief summary of the Dominion legislation regulating the rate of interest 1
Canada.
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Mr. Edward J. Fream, honorary secretary of the United Farmers of Alberta, &c.,
was then called, and questioned by the members, and thanked by the chairman in the
name of the committee.

Mr. H. O. Powell, general manager of the Weyburn Security Bank, of Weyburn,
Sask., was called, and questioned by members, and thanked by the chairman in the
name of the committee.

The committee then adjourned until Tuesday next, 15th instant, at 10.30 a.m.

Tuespay, April 15, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

PresenT.—Messrs. Aikins, Ames, Armstrong (Lambton), Ball, Barker, Barnard,
Beattie, Best, Burnham, Charlton, Clark (Bruce), Cockshutt, Crocket, Donnelly,
Emmerson, Fisher, Foster (Kings N.S.), Henderson, Jameson, Kemp, Knowles, Loggie,
Macdonell, McCraney, McCurdy, Marshall, Middlebro, Nesbitt, Nickle, Northrup, Osler,
(Sir Edmund), Perley, Rainville, Rhodes, Robb, Ross, Sexsmith, Sharpe (Lisgar),
Sharpe (Ontario), Sinclair, Thomson (Qu’Appelle), Thompson (Yukon), Thornton,
Warnock, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Aect
respecting Banks and Banking.

The question of inviting additional persons to appear before the Committee in
connection with the above mentioned Bill having been raised, it was agreed to leave
the determination of this matter until the meeting of to-morrow (Wednesday).

Mr. R. McKenzie, secretary of the Manitoba Grain Growers’ Association, was
then called and questioned by members, and thanked by the committee.

Mr. F. W. Green, secretary of the Grain Growers’ Association of Saskatchewan,
was called and questioned by members. His examination to be resumed at this after-
noon sitting.

Resolved, That a report be made to the House recommending that leave be
granted to the Committee to sit to-day while the House is in session, for the purpose
of hearing parties who have been invited to appear before them in connection with
Bill No. 36, An Act respecting Banks and Banking.

At one o’clock the Committee rose to sit again at four o’clock, p.m., subject to the
adoption by the House of the foregoing report.

4 o’clock, p.m.

Mr. Green’s examination was resumed and concluded. After which he was
tendered a vote of thanks by the committee.

The Committee then adjourned until to-morrow at 10.30 a.m.

House or CoMmMoNs,
Coamrirtee Roowm, No. 101,
WebNESDAY, April 16, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

Present:—Messrs.  Aikins, Ames, Armstrong (Lambton), Armstrong (York,
Ontario), Baker, Ball, Barker, Barnard, Beattie, Best, Boyce, Charlton, Clark (Bruce),
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Cockshutt, Currie, Donnelly, Emmerson, Henderson, Hughes (Kings, P.E.L),

Jameson, Kemp, Knowles, Loggie, Macdonell, Maclean (Halifax), McCurdy, McLean
(Sunbury), Marshall, Middlebro, Nesbitt, Nickle, Northrup, Osler (Sir Edmund),
Perley, Power, Rainville, Rhodes, Robb, Ross, Sexsmith, Sharpe (Ontario), Sinelair,
Steele, Sutherland, Thompson (Yukon), Thornton, Tobin, Warnock, Webster, White
(Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Aect
respecting Banks and Banking. :

According to Order, the question of determining whether additional persons
should be invited to appear before the Committee was taken up.

Mr. Nickle moved, That Mr. Lawrence O. Murray, Superintendent of Currency,
Washington, D.C., or some person named by him, be invited to appear before the
Committee to explain the American system of bank inspection. Also, Mr. Ed. L.
Pease, Manager of the Royal Bank, Montreal.

Mr. Rainville suggested that Mr. G. N. Ducharme, as representative of the
Chambre de Commerce of Montreal, be also invited to appear before the Committee.

Mr. Nesbitt moved in amendment to Mr. Nickle’s motion, That Mr. Ducharme’s
name be substituted for that of Mr. Pease.

The question being put on the amendment, it was negatived on division.

The question then being put on Mr. Nickle’s motion, as modified by Mr. Rain-
ville’s suggestion, it was resolved in the -affirmative, and ordered accordingly.

Sir Edmund Walker, president of the Canadian Bank of Commerce, was called
and questioned by members.

Resolved, That a report be made to the House recommending that leave be
granted to the Committee to sit to-day while the House is in session, for the purpose
of hearing parties who have been invited to appear before them in conmnection with
Bill No. 36, An Act respecting Banks and Banking.

At one o’clock, the Committee rose to sit again at 3.30 o’clock, p.m., subject to
the adoption by the House of the foregoing report.

3.30 p.m.

Sir Edmund Walker’s examination was resumed, and discontinued to be taken up
again to-morrow at 10.30 a.m.

On motion of Mr. Nickle, it was

Resolved, That an analytic index to the proceedings of the Committee on the
Bank Act be prepared without delay for the use of the Committee.

On motion of Mr. Sharpe (Ontario), it was

Resolved, That Mr. H. C. McLeod’s pamphlet on “ Bank Inspection : The Necessity
for External Examination,” be printed as an appendix to the proceedings of the Com-
mittee.

At six o’clock, the Committee rose to sit again at 8 p.m.

8 p.m.

Mr. E. L. Pease, Managef of the Royal Bank, Montreal, was called, questioned by
members, and tendered a vote of thanks by the Chairman in the name of the Com-
mittee.

The Committee then adjourned until to-morrow, at 10.30 a.m.
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Section 54, subsection 6.—The statement shall be accompanied by an appendix
containing a full and complete list of bonds, debentures, stocks and other like invest-
nments owned by the bank, with details of the original cost and the present book and
market value.

MINUTES OF PROCEEDINGS.

TaurspAY, April 17, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

Present.—Messrs.  Aikins, Ames, Armstrong (Lambton), Ball, Barker,
Barnard, Beattie, Bellemare, Broder, Charlton, Clark (Bruce), Clark (Red
Deer), Cockshutt, Crocket, Currie, Donnelly, Emmerson, Fowler, Hughes
(King’s, P.E1), Jameson, Kay, Kemp, Loggie, Macdonell, Maclean (Halifax),
McCraney, McCurdy, McLean (Sunbury), -Marshall, Middlebro, Nesbitt, Nickle,
Northrup, Osler (Sir Edmund), Pardee, Power, Rainville, Rhodes, Robb, Ross,
Sharpe (Ontario), Steele, Sutherland, Thompson (Yukon), Thornton, Tobin, War-
nock, Weichel, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Sir Edmund Walker’s examination was resumed and concluded. After which the
Chairman, in the name of the Committee, tendered Sir Edmund a hearty vote of

thanks.

The Committee then adjourned until to morrow at 10.30 am., to hear Mr.
Ducharme, and possibly Mr. J. M. Courtney, ex-Deputy Minister of Finance.

House or CoMMONS,
CommirTee Room, No. 101,
Fripay, April 18, 1913. -

Committee met at 10.30 a.an., Mr. Ames, the Chairman, presiding.

PresENT :—Messrs. Aikins, Ames, Ball, Barker, Best, Burnham, Charlton, Ciark
(Bruce), Clark (Red Deer), Cockshutt, Crocket, Demers, Edwards, Jameson, Kemp,
Macdonald, Macdonell, Maclean (Halifax), MecCraney, McCurdy, McLean (Sun-
bary), Marshall, Nesbitt, Northrup, Perley, Power, Rainville, Rhodes, Sexsmith, Steele,
Sll_jthgrl)and, Thomson (Qu’Appelle), Thompson (Yukon), Thornton, Warnock, White
(Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking. ;

Mr. J. M. Courtney, ex-Deputy Minister of Finance for Canada, was called and
examined by the Chairman and others, and thanked by the Committee.

Mr. G. N. Ducharme, of Montreal, called and questioned by members. At one
o’clock, Mr. Ducharme’s examination was discontinued, to be resumed this after-
noon. ! i e

P
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Resolved, That a report be made to the House recommending that leave be
granted to the committee to sit to-day while the House is in session, for the purpose
of hearing parties who have been invited to appear before them in connection with
Bill No. 36, An Act respecting Banks and Banking. v

At one o’clock the Committee rose to sit again at four o’clock, p.m., subject to the
adoption by the House of the foregoing report.

4 o’clock, p.m.

Mr. Ducharme’s examination was resumed and concluded. After which he was
tendered a vote of thanks by the Committee.

Resolved, That the letter of Mr. J. H. Plummer, of Sydney, C.B., to the Chair-
man of the Committee, being running comments on the main questions on which
evidence is desired by members of the Committee, -be printed with this day’s pro-
ceedings. :

Resolved, That a résumé of the Canadian Savings Bank system, to be prepared
by the Department of Finance, be printed with this day’s proceedings of the Com-
mittee.

The Committee then adjourned until Tuesday next, the 22nd instant. !

House orF CoMMONS,
ComMmITTEE Rooy, No. 101,
TuespAy, April 22, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

PrESENT.—Messns; Aikins, Ames, Armstrong (Lambton), Barker, Barnard, Beattie,
Boyce, Burnham, Clark (Bruce), Cockshutt, Demers, Donnelly, Emmerson, Henderson,
Hughes (Kings, P.E.I), Jameson, Kemp, Loggie, Macdonald, Macdonell, Maclean
(Halifax), MecCraney, McCurdy, McLean (Sunbury), Marshall, Middlebro, Nesbitt,
Nickle, Northrup, Osler (Sir Edmund), Perley, Rainville, Rhodes, Robb, Sharpe
(Ontario), Steele, Stewart (Hamilton), Sutherland, Thompson (Yukon), Thornton,
Warnock and White (Leeds). :

The Finance Department sumbitted resume of Government’s Savings Banks
system. (To be printed in No. 21 of the Proceedings.)

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Section 98 again read and adopted.

Section 99, Mr. Aikins gave notice of following amendment: That the words
“ Where thereunto authorized by Special Act” be inserted at the very beginning of
the Section. Section stands for further consideration.

Sections 100 to 112, inclusive, stand over for further consideration.

Section 113, adopted at a previous meeting.

Section 114, read and amended by striking out the words “the value at par of
such shares, and” in paragraph (¢) of sub-section 6, and adopted as amended.

Sections 115 and 116. Adopted at a previous meeting.

Section 117 read and adopted.

Sections 118, 119, 120, 121 and 122 read and adopted.

Section 123 stands over for further consideration.

Section 124 read and adopted.
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Sections 125, 126 and 127. Adopted at a previous meeting.

Section 128 stands over for further consideration.

Section 129 and 130 read and adopted.

On motion of Mr. Nickle, Section 130 was reconsidered and allowed to stand
over for further cons1derat10n

Section 131 read and adopted.

Sections 131A, 132 and 133. Adopted at a previous meeting.

Section 134 stands over for further consideration.

Section 135 read and adopted.

Sections 136, 137, 138 and 139. Adopted at a previous meeting.
~ Section 140 read and amended by inserting the word “clerk” after “ manager”
on line 2. Section 139 to be similarly amended in conformity with Section 138.

Sections 140A, 141, 142, 143, 144 and 145 stand over for further consideration.

Section 146 again read and adopted.

Sections 147, 147A and 148. Adopted at a previous meeting.

Section 149 stands over for further consideration.

Section 150 read and amended by striking out the words “the value at par of
such shares, and,” in paragraph (c¢), and adopted as amended.

Section 151 again read and stands over for further consideration.

Section 152. Adopted at a previous meeting.

Section 153 read and adopted.

Sections 154 and 155. Adopted at a previous meeting.

Section 156 again read and adopted as previously amended.

Section 157. Adopted at a previous meeting.

Section 158 again stands over for further consideration.

Sections 159 and 160. Adopted at a previous meeting.

Schedule A read and amended by striking out “ The Bank of New Brunswick,
St. John,” and “ Banqgue Internationale du Canada, Montreal,” and by inserting
“The Soverign Bank, Toronto,” after the Imperial Bank of Canada, and by
renumbering the banks in consequence of these amendments, and adopted as amended.

Schedules B, C, D, and F again stand over.

Schedule E, adopted at a previous meeting.

On motion of Mr. Maclean (Halifax), it was

Resolved, That Mr. Wilkie, President of the Canadian Bankers’ Association, be
invited to appear before the Committee. (The date of such invitation to be left over
for future consideration.)

The Committee proceeded to the further consideration of deferred Sections.

Section 4. The amendment thereto to substitute the word “twenty?” for the
word “twenty-three,” on line 4, was declared lost.

Section 4 amended by adding to paragraph () the following: “ If the same
has not been increased or decreased but if increased or decreased then as increased or
decreased before the passing of this Aect,” and adopted as amended.

Section 6 further amended by substituting for “57” amended to “56” the
figures “54.”

Section 10 read and adopted.

Section 12 amended by adding thereto new Sub-section 6, as follows:—

“6. In case of thenon-payment of any instalment or other sum payable by sub-
“seriber on account of his subseription, the provisional directors may, in the cor-
“porate name of the bank, sue for, recover, collect and get in any such instalment or
“ other sum. 53 V., c. 81, s. 12. Am.”

Strike out statutory reference at end of subsection 5.

Section 13 amended by inserting “or be complete” after “five” on line 2, of
subsection 2, and “and until” after “unless” on line 2 thereof, and by adding to
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said sub-section 2 the words “and such payment, with the date thereof, shall be
entered on the stock books opposite to such subscription.”

New paragraph (¢) inserted in sub-section 3: “ provide for the method of ﬁlling
vacancies in the board of directors until the Annual General Meeting.”

Resolved, That a list of the Sections of the Bill not yet passed be appended to
the proceedings of this day.

The Committee then adjourned until to-morrow at 10.30 a.m.

House or CoMMmoxs,
ComMmiTTeE Room, No. 101,
WeDNESDAY, April 23, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

PreseNT.—Messrs. Aikins, Ames, Barker, Beattie, Best, Broder, Charlton, Clark
(Bruce), Cockshutt, Donnelly, Emmerson, Fowler, Graham, Hughes (Kings, P.E.L),
Kay, Kemp, Loggie, Macdonell, Maclean (Halifax), McCurdy, McLean (Sunbury),
Martin (Regina), Middlebro, Nesbitt, Nickle, Northrup, Osler (Sir Edmund), Perley,
Rhodes, Ross, Sharpe (Ontario), Sinclair, Stewart (Hamilton), Sutherland, Thom-
son (Qu’Appelle), Thompson (Yukon), Thornton, Warnock, - hite (Leeds).

The committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Section 123.—The minister suggested the following amendment thereto:—On
line 4, after “Association,” insert the words “ subject to the approval of a judge of the
Superior Court of the province where the chief office of the bank is situate.” Amend-
ment to be further considered. :

Section 128.—On line 9 thereof, after “ bank,” insert the words “ not exceeding
the limit of liability of the shareholders hereinbefore specified.” Section adopted
as further amended.

Section 130 (a).—Following amendment suggested by the Minister:—Line 3,
strike out the words “ or registered the transfer thereof,” and insert in lieu thereof
the words “ as hereinbefore provided.” Amendments to be further considered.

On motion of Mr. Neshitt, Mr. D. R. Wilkie, general manager of the Imperial
Bank of Canada and president of the Canadian Bankers’ Association, being present
in the room was called to give his views on the provisions of the Bank Aect. Mr.
Wilkie was then questioned by the Chairman and members, and thanked by the
Committee.

At one o’clock, the Committee adjourned until to-morrow at 10.30 a.m.

House or CoMamoNs,
Commirree Room No. 101,
TraUrSDAY, April 24, 1913.

Committee met at 10.30 a.m., Mr. Ames, the Chairman, presiding.

PrESENT.—Messrs. Aikins, Ames, Armstrong (Lambton), Ball, Barker, Beattie,
Burnham, Clark (Bruce), Cockshutt, Crocket, Currie, Emmerson, Hughes (Kings,
P.EIL), Kemp, Loggie, Macdonald, Maédonell, Maclean (Halifax), MecCurdy,
MecLean, (Sunbury), Marshall, Middlebro, Neshitt, Nickle, Northrup, Perley, Power,
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Rainville, Rhodes, Robb, Ross, Sexsmith, Sharpe (Ontario), Thomson (Qu’Appelle),
Thompson (Yukon), Warnock, White (Leeds).

In the absence of Mr. Ames, Mr. Barker took the Chair.

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Section 16 reconsidered, and amended by adding thereto the following sub-
sections 6, 7, 8 and 9:—

“6. In order that the sums paid and payable under the provisions of this section
“may be equitably borne by the subscribers, the provisional directors or the directors,
“as the case may be, shall, after the amount of such sums is ascertained as herein
“provided, fix the proportionate part thereof chargeable to each subscriber at the
“ratio of the number of shares in respect of which he is a subscriber to the total
“number of shares bona fide subscribed.

“7. The respective amounts so fized shall, before return of the sums paid in to
“the subscriber, be deducted therefrom, and if the respective sums paid in are not as
“much as the amounts so fixed then the excess in each case shall be payable forthwith
“by the subscriber to the provisional directors or the directors, as the case may be.

“8. The total of the amounts in excess mentioned in the mext preceding sub-
“ section which the provisional directors or the directors are unable to get in or collect
“in what seems to them a reasonable time shall, with any legal costs incurred, be
“deducted by them from the sums then remaining in their hands to the credit of the
“ several subscribers in the ratio heretofore mentioned, the shares in respect of which
“no such collections have been made being eliminated from the basis of calculation.”

“9, The provisional directors or directors, after payment by them of the sums
“ payable under this section, shall return to the subscribers with any interim interest
“accretions the respective balances of the moneys paid in by the subscribers. 53 V.,
“ec. 81,8 16. Am.”?

Section 16 adopted as amended.

Section 17 adopted at a previous meeting.

Section 18 again read. Stands over for further consideration, on motion of
Mr. Aikins.

Section 29 again read, and amended by adding after the word “ Act” in the
second line thereof, the following words: “or to any by-law only passed by the
shareholders.”

Section 29 adopted as amended.

Section 32, subsections 7 and 8 reconsidered. Subsection 7 again read and
adopted. Subsectmn 8, on motion of Mr. Nesbitt, amended by substltutmg “io
for “two” on line 4 of said subsection 8.

Section 32 adopted as amended.

Section 34 again read, and amended as follows:—

In section 34, line 19, insert the word “at” before “such.”

In subsection 2 of section 34, line 34, substitute “ninety days” for the words

“sixty days.”

Subsection 3: Substitute the following therefor:—
“ Any of such allotted stock which is not accepted by a shareholder to whom the
“ allotment has been made, within the time so fized, or which he declines to accept,

“together with such shares as remain unallotted because of the provisions of this sec- .

“tion that no fraction of a share can be allotted, may be offered for subseription to
“the public in such manner and on such terms as the directors preseribe.” 53 V.,
C. 81, S. 27, Am.,

New subsection 4 added as follows:—
“4, Any sums received in excess of the rate per share fixed by the Directors
“under this section in respect of fractions of shares offered for subseription to the
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“ public shall be rateably distributed to the respective shareholders from whose shares
“the fractions arose.” 53 V., C. 81, S. 27, Am.

Section 37 again read and struck out. Subsection 4 of section 36 becoming
section 37. '

Section 41 again read and adopted as amended at a previous meeting.

Section 43 again read and amended as follows:—
In new subsection 2, line 6, page 18, add after the word “ deseription ” the
words “ of the transferee.”

Add new subsections 4 and 5 as follows:—

“4. The shares shall be transferable at the chief office of the bank, and at such of
its branches and such other places as the directors designate, according to such form
and subject to such rules and regulations as the directors prescribe.

“5. The directors may appoint such agents for the purposes of this section as
they deem necessary.” 53 V., C. 31, SS. 35 and 29. Ani.

Section 44 again read, and amended so as to read as follows:—

“44. A list of all transfers of shares registered each day in the books of the
“bank at the respective places where transfers are authorized, showing in each case
“the parties to such and the number of shares transferred, shall be made up at the
“end of each day.” )

“2. Such lists shall be kept at the said respective places for the inspection of the
“ghareholders.” 53 V., C. 31, S. 36. Am.

Mr. McCurdy moved that section 44 be further amended by adding to subsection
2 thereof the words “and any other person doing business with the bank. The
transfer books shall be open at all times during banking hours for their inspection.”
Which was, on division. resolved in the negative.

On motion of Mr. McCurdy, the principle of the following further amendments
to section 44 was adopted by the Committee, viz.:—

“New subsection 3 to section 44: The Bank shall maintain at one of its
branches in each province of the Dominion of Canada in which it has branches, a
register in which shall be registered all shares of the bank owned by persons
domiciled within the province.”

The foregoing amendment to be submitted to the Justice Department for legal opinion,
and redrafted, if necessary.

Section 46 again read as previously amended, and adopted.

Section 53 again read, and adopted subject to reconsideration.

Section 54 again read and postponed for further consideration.

~

Committee then adjourned until to-morrow at 10.30 a.m.

NOTICE OF AMENDMENTS.

By Mr. McCURDY.

Section 18—

In line 20 substitute the word “shall ” for “ may.”

In line 41 after the word “the” insert the words “ General Manager.”

2. No discounts or loans shall be made to a director, or paid employee of the bank
until the total amount of discounts or loans which may be made to such directors
or paid employees shall have first been authorized by by-law of the shareholders._

3. By-laws may be adopted by shareholders at any regular annual, or special
meeting. Notice of any by-law proposed to be adopted, or changes proposed_ to be
made in existing by-laws, shall be given by printed notice mailed to the registered

2—5
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address of each shareholder at least thirty days before the date on which such regular
annual, or special meeting, is to be held. Notwithstanding the provisions of this sec-
tion, existing by-laws are hereby declared to be in full effect and force until the
next regular annual meeting takes place.

4. A copy of the then existing by-laws shall be mailed to each shareholder of the
bank on the 31st day of December. 1913, and thereafter a copy of the by-laws cor-
rected to date shall on demand of any shareholder at the chief office of the bhank, be
delivered to him.

Section 32, subsection 8—

Subsection 8 shall be struck out and the following substituted :—

“ A proxy may be given to vote only at one meeting of the shareholders, or an
adjournment thereof, and shall not be valid unless it has been made in writing
within one month last preceding the time of such meeting.”

MINUTES OF PROCEEDINGS.

- House oFr CoMMONS,
ComwmrrTEE Room No. 101,
Fripay, April 25, 1913.

PRESENT.—Messrs. Aikins, Ames, Beattie, Best, Broder, Clark (Bruce), Cock-
shutt, Edwards, Emmerson, Hughes (Kings, P.E.I.), Jameson, Kemp, Macdonald,
Macdonell, Maclean (Halifax), McCraney, McCurdy, McLean (Sunbury), Martin
(Regina), Middlebro, Nesbitt, Nickle, Northrup, Papineau, Pardee, Power, Rain-
ville, Rhodes, Sexsmith, Sharpe (Ontario), Sinclair, Thomson (Qu’Appelle), Thomp-
son (Yukon), Thornton, Warnock, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, An Act
respecting Banks and Banking.

Section 6 reconsidered, and further amended by striking out the words “132
to 140, both inclusive, 141” in line 4. Section 6 adopted as further amended.

Section 18 again read. Mr. McCurdy moved that the word ‘“shall” be sub-
stituted for “nay” in line 1. The question being put on the amendment, it was
negatived on division. Yeas, 7; nays, 13.

By consent, Mr. McCurdy’s further amendment to Section 18, to insert the
words “ General Manager” after “vite-presidents” in line 1 of paragraph (g) was
withdrawn.

The following proposed amendment by Mr. McCurdy was also withdrawn.

“No discounts or loans shall be made to a director, or paid employee of the bank
until the total amount of discounts or loans which may be made to such directors
or paid employees shall have first been authorized by by-law of the shareholders.”

Mr. McCurdy moved . that the followine subsections be added to section 18:—

“ By-laws may be adopted by shareholders at any regular annual, or special
meeting. Notice of any by-law proposed to be adopted, or changes proposed to be
made in existing by-laws, shall be given by printed notice mailed to the registered
address of each shareholder at least thirty days before the date on which such regular
annual, or special meeting, is to be held. Notwithstanding the provisions of this
section, existing by-laws are hereby declared to be in full effect and force until the
next regular annual meeting takes place.”

“A copy of the then existing by-laws shall be mailed to each shareholder of the
bank on the 31st day of December, 1918, and thereafter a copy of the by-laws cor-
rected to date shall on demand of any shareholder at the chief office of the bank, be
delivered to him.”
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After debate, the foregoing amendment was allowed to stand over for further
consideration.

Section 32.—Mr. McCurdy’s proposed amendment, that subsection 8 be struck out
and the following substituted therefor: “ A proxy may be given to vote only at one
meeting of the shareholders, or an adjournment thereof, and shall not be valid unless
it has been made in writing within one month last preceding the time of such
meeting,” was allowed to be withdrawn.

Section 44 allowed to stand over, pending the legal opinion of the Justice Depart-
ment on Mr. MeCurdy’s proposed amendment to add a new subsection 3, as follows:—

“The Bank shall maintain at one of its branches in each province of the

Dominion of Canada in which it has branches, a register in which shall be

registered all shares of the bank owned by persons domiciled within the province.”

Section 54 again read, and further amended by inserting the word “a” before
“vyice-president ” in line 10, and the words “neither of whom shall be an officer of the
bank ” after “directors” in line 10. :

Mr. Aikins moved that the words “ and cash items in transit” be struck out from
paragraph (d) of the Assets—which was agreed to.

New paragraph (g), (assets) inserted after paragraph (g) as follows: ¢ Canadian
municipal securities, and British, foreign and colonial public other than Canadian.”

Mr. McCurdy moved that paragraph (i) of Assets be struck out and the following
subtituted therefor:—-

“ (2) Call loans in Canada to brokers on bonds, debentures and stocks.”

The question being put on the amendment, it was negatived on division.

Paragraph (7) of Assets again read and amended by inserting the words “not
exceeding thirty days” after the word “ short ”, line 1 thereof.

Paragraph (7) of Assets read and amended by inserting the words “not exceed-
ing thirty days” after the word “short ”.

Mr. Aikins’ proposed amendment to section 54 by adding to paragraph (j) of
Liabilities the words “ and all acceptances,” and to paragraph (d) of Assets; the words
“ and the nature of such cash items,” was allowed to be withdrawn.

Mr. McCurdy moved that section 54 be further amended by adding thereto the
following subsection 6: —

“@. There shall be included in or appended to the statement—

(a) A printed memorandum showing the total assessed value of the bank
premises owned by the bank;

() a full and complete list of all bonds, debentures, stocks and other like
investments owned by the bank with their book value.”

The question being put on the amendment, it was negatived on division.

Mr. McCurdy moved that subsection 4 of section 54 be amended by inserting the
work “ detailed ” before the word “ profit” in line 1 of said subsection 4. Further
consideration of foregoing amendment postponed until next meeting.

Mr. Rainville laid on the table copy of letter addressed to the Minister of Finance
re the Bank of St. Hyacinthe. :

The Committee then adjourned until Tuesday next, April 29, at 10.30 a.m.

CORRECTED NOTICE OF MOTION.
By Mr. McCRANEY.

To amend section 91 by adding the following subsection thereto:—

“9. No bank shall directly or indirectly charge or receive any sum whatsoever
for the keeping of any account unless such charge is made by express agreement
between the bank and the customer.”

2—5%
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NOTICE OF MOTION.

By Mr. McCURDY.

Section 54, subsection 4. After the word “ A ”, line 1 of said subsection, insert
the word “ detailed”.

Schedule D.

(6) Under liabilities “ Deposits elsewhere than in Canada”. That said item 6 be
struck out and the following substituted:—

“Deposits in Great Britain, /
o British Colonies, ;
£ United States,

= other foreign countries.

That under “assets” item No. 14 be altered to read:—“ Call loans in Canada
to brokers on bonds, debentures and stocks.”
That item (15) be struck out and the following substituted:—
“Call loans in Great Britain,
< British Colonies,
* United States,
S other foreign countries.” -
That item (17) be struck out and the following substituted :—
“ Current loans in Great Britain,
e British Colonies,
& United States, 3
& other foreign countries.”
Add Section “Loans to cities, towns, municipalities and school distriets.”
That after line 24, p. 72, the following be added:—
“ Aggregate amount of loans to joint stock companies in which directors of
the Bank hold a majority of the shares.
“ Aggregate amount of loans to joint stock companies of which a director of the
Bank is a director.”

MINUTES OF PROCEEDINGS.

House or CoMMONS, .
CommirTee Rooy No. 101,
Tuespay, April 29, 1913.

PresexT.—Messrs. Aikins, Ames, Barker, Barnard, Beattie, Bellemare, Bennett
(Calgary), Best, Boyce, Burnham, Charlton, Clark (Bruce), Cockshutt, Crocket,
Currie, Demers, Edwards, Emmerson, Fisher, Gauthier (St. Hyacinthe), Guthrie,

Henderson, Hughes (Kings, P.E.I), Jameson, Kemp, Law, Macdonell, Maclean -

(Halifax), McCraney, McCurdy, Martin (Regina), Meighen, Middlebro, Nesbitt,
Nickle, Northrup, Papineau, Rainville, Rhodes, Robb, Ross, Sexsmith, Sharpe
(Ontario), Sinclair, Steele, Stewart (Hamilton), Stewart (Lunenburg), Sutherland,
Thomson (Qu’Appelle), Thompson (Yukon), Thornton, Warnock, White (Leeds).

Mr. Rainville again referred to the failure of the Bank of St. Hyacinthe, and
to the action of the. Canadian Bankers’ Association in conneection therewith, and
suggested the appointment of a subcommittee to look into the matter.—Left over
for further consideration pending some information expected by the Minister from
above-mentioned Association.
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The Committee proceeded to the further consideration of Bill No 36. An Act

fespecting Banks and Banking.
The Cramyan read the following statement prepared by Sir Edmund Walker at the
request of the Committee: —

and

CANADIAN BANK OF COMMERCE.

Statement prepared by Sir Edmund Walker at the request of the Committee.

“The result of an investment of $1,000 in 20 shares of stock of this Bank at
its commencement in 1867, would be as follows:

“At the end of 45 years (May, 1912) the shareholder who had taken up his
allotments would hold 56 shares of the par value of $2,800 for which he had paid
in cash $3,411.25, or an average price of a little over 122%. The book value of
these 56 shares would be $5,171.29. 2

“He would have received, on the actual amount invested, dividends of $7,-
068.29, or an average annual dividend of 7.3869. If to this is added the sum of
$1,760.04 representing the increase of the book value over the actual cash paid in,
the total represents an average annual dividend of 9.2259%,.”

In a letter, Sir Edmund Walker makes the following correction in his evidence:—

“On page 11 of Part No. 20, I said that the Canadian Bank of Commerce
paid a ten per cent dividend during part of the first five years it was in existence.
This was inaccurate. We did not pay a ten per cent dividend until the eighth
year.”

Section 18 again read, and Mr. McCurdy’s amendment thereto reconsidered, viz.:—

“By-laws may be adepted by shareholders at any regular annual, or special
meeting. Notice of any by-law proposed to be adopted, or changes proposeq to be
made in existing by-laws, shall be given by printed notice, mailed to the registered
address of each shareholder at least thirty days before the date on which' s'uch
regular annual, or special meeting, is to be held. Notwithstanding the provisions
of this section, existing by-laws are hereby declared to be in full effect and force
until the next regular annual meeting takes place.”

“ A copy of the then existing by-laws shall be mailed to each shareholder of the
Bank on the 31st day of December, 1913, and thereafter a copy of the by-laws
corrected to date shall on demand of any shareholder at the chief office of the Bank
be delivered to him.”

After debate, Section 18 was amended by striking out the first sub-section thereof
substituting the following therefor: — ~ >

“18. The shareholders of the Bank may, af any annual general meeting or at
any special general meeting duly called for the purpose, regulate, by by-law, t'he
following matters incident to the management and administration of the affairs
of the Bank, that is to say:—”

Section 18 was further amended by inserting the following new sub-section 2 after

Paragraph (h) of sub-section 1:—

“2. A copy of the by-laws in force on the first day of July, 191.3, in respec;
of the several matters hereinbefore in this section set out, together with a copy o
this section of the Act, shall, before the thirty-first day of December, 1913, be-se;t
to each shareholder at his last known Post Office Address, as shown by the boo ;
of the Bank; and after July the first, 1913, within six months after the end ?d
each successive five year period, a copy of the by-laws, in respect o_f :c,he sai
matters, in force at the end of each such period, shall be sent as aforesaid.
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On motion of Mr. Cockshutt, it was
Resolved, That no Section, already passed, be reconsidered by the Committee
unless notice of a proposed amendment be previously given in writing.
Section 54 again read and further amended by striking out sub-section 5 thereof,
and substituting the following therefor:—
“5. A copy of the statement and of the profit and loss account, together
with a copy of the minutes of the annual general meeting, shall be sent within
four weeks thereafter to each shareholder at his last known post office address,

as shown by the books of the bank, and a copy of each of these shall be sent to
the minister.

Section 54 adopted as amended. :

Section 61 again read.

Mzr. Sharpe (Ontario) moved, that the following sub-sections be added thereto:—

“21, The bank shall pay to the Government of Canada an annual tax equal
to one-half of one per cent on every one hundred dollars of notes issued under
the authority of this Aect.”

“22. The bank, in addition to this annual tax, shall pay to the Government

of Canada a tax equal to........per cent on every one hundred dollars loaned
in foreign countries.”

The question being put on the amendment, it was neggtived on division: Yeas, 9;
nays, 14.

Section 54 further amended by inserting the word “detailed” before ¢ profit”
in line of subsection 4.

Section 61 amended by substituting “his” for “their” in line 50 of sub-section
10; by striking out the words “the members of ” and the words “ in such relative
amounts” in lines 4 and 5 of sub-section 13; by inserting the word ‘a’ before the
word “ vice-president” in line 7 of sub-section 18; and by inserting the words “ last
mentioned ” before the word “bank ” in line 1 of sub-section 20.

Section 61 adopted as amended.

Section 72 again read.

Mr. Steele moved, that the following sub-sections be added thereto:—

“3. or in Dominion notes or bank notes unless the same have been sterilized,
by heating to a temperature of at least 270 degrees or by some other method
approved by the minister, before each issue or payment of the same after the first
issue.

“4, No payment shall be made in Canada in silver or nickel coinage of any
other country, or in bills which are not Dominion notes or Canadian bank notes.”
After debate, the foregoing sub-section was allowed to stand for further con-

sideration, and sub-section 4 was withdrawn.

Section 72 again read. Mr. Nesbitt moved that the words “unclean or” be
inserted before “ torn ” in line 2 of subsection 2.

The question being put on the amendment, it was resolved in the affirmative.
Section 76 again read, and postponed for further consideration.

The Committee then adjourned until to-morrow at 10.30 a.m.

- NOTICE OF MOTION.

Mr. Rainville gives notice that at the next sitting of the Committee he will move
_that clause 18 of the Act respecting Banks and Banking be reconsidered and amended
by replacing the word ¢ thirty ” in the 27th line of page 8 of said Act, by * twenty.”

|+
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MINUTES OF PROCEEDINGS.

HOUSE oF COMMOXS,
Coaarrree Rooy No. 101,
WEDNESDAY, April 30, 1913.

PRESENT.—Messrs. Aikins, Ames, Armstrong (Lambton), Baker, Barker, Barnard,
Beattie, Bellemare, Bennett (Calgary), Best, Blondin, Carvell, Charlton, Clark
(Bruce), Cockshutt, Currie, Demers, Edwards, Emmerson, Fisher, Fowler, Guthrie,
Hughes (Kings, P.E.I), Jameson, Kemp, Loggie, Macdonald, Macdonell, Maclean
(Halifax), MecCraney, McCurdy, Middlebro, Nesbitt, Northrup, Papineau, Pardee,
Perley, Power, Rainville, Rhodes, Ross, Sexsmith, Sharpe (Ontario), Sinclair, Steele,
Stewart (Hamilton), Stewatt (Lunenburg), Thomson (Qu’Appelle), Thompson
(Yukon), Warnock, Webster, Weichel and White (Leeds.)

Resolved, That a report be made to the House ‘recommending that leave be
granted to the Committee to sit while the House is in session.

The Minister submitted a statement of net profits earned, rate of dividend and
dividends paid, during first five years of the bank’s operations, which was ordered to be
printed with the proceedings of the Committee of this Day.

The Committee proceeded to the further consideration of Bill: No. 86, An Aect
respecting Banks and Banking.

-Section 76 again read.

Mr. Aikin’s new notice of motion to amend Section 76 by adding after the words
“the bank may ” the following words  within Canada;” and by adding to the said
section a sub-section as sub-section (e): “ (¢) And may open agencies and offices .
and carry on the business aforesaid elsewhere than in-Canada in so far as the same
may be requisite and ancillary to the trade and commerce of Canada,” was allowed
to be withdrawn.

Section 76 again read.

Mzr. Sharpe’s (Ontario) proposed amendment that subsection 2 be amended by
adding the following paragraphs:—

“ (d) lend money or make advances to a mining company or mining corporation
in which the president, directors, manager or other officer thereof is or are directly
or indirectly interested.

“ (e) lend money or make advances in excess of $ to any company or cor-
poration in which the president, directors, manager or other officers thereof is or are
directly or indirectly interested without the unanimous consent of all the directors
present at a special board meeting called for the purpose of passing upon such loan
or advances. Should all the directors be either directly or indirectly interested in
the company or the corporation seeking the loan or advance then the loan or advances
shall not be made under any circumstances.

“(f) lend money or make advances in excess of ten per cent of its paid up capital
to any foreign person, company jor corporation, or upon the securities of such foreign
person, company or corporation, or in excess of twenty-five per cent of its paid up
capital to any person residing in Canada or any company or corporation having its
head office in Canada or upon the securities of such person, company or corporation,”
being read, paragraphs (d) and () were allowed to be withdrawn.

The question being put on paragraph (f) it was negatived on division: Yeas,
10; Nays, 28. >

Mr. Emmerson moved to amend sub-section 2 of section 76 by adding the follow-
ing paragraph:—

“Lend money or make advances in excess of ten per cent of its pald up capital
to any one individual foreign person or any one company or corporation in connection
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with any business or investment in any foreign country upon foreign securities,”
which was negatived on division: Yeas, 10; Nays, 23.

Section 76 was then adopted as printed in the Bill.

Section 77 again read and amended by inserting the word “a” before the word
“vice-president ” in line 1 of subsection 3, and the word *“the” before the words
“general” in line 2 thereof.

Mr. Emmerson moved, That section 77 be struck out of the Bill. The question
being put on the amendment, it was negatived on division: Yeas, 11; Nays, 15.

Section 77 was then adopted as amended.

Section 79 again read.

Mr. Emmerson moved, that the following paragraph be added thereto:—

“(a) The bank shall not expend more than five per cent of its combined capital
and reserve in real and immovable property. .

“(b) The bank shall show in its monthly and annual statements the real value of
its real and immovable property giving detailed particulars.”

The question being put on the amendment, it was negatived on division: Yeas,
14; Nays, 16.

Section 82 reconsidered and amended by inserting after “barred” in line 7
the words “or a transfer of title to real or immovable property can, by law, be
effected.” Section 82 adopted as amended.

Section 83 again read and adopted.

Section 86 again read and amended by striking out the words “ right and title,”
m line 3 of paragraph (b) of subsection 2, and by substituting therefor the words
“ goods, wares and merchandise.”

Section 2 (Interpretation clause) was read and amended by inserting in subsec-
tion 1 immediately after paragraph (f) .

“(g) “farmer” includes the owner, occupier, landlord and tenant of a farm”;
and by adding to paragraph (d) the words “horses and sheep,” and by substituting
for paragraph (g), the following :—

“(g) goods, wares and merchandise,” includes in addition to the things usually
understood thereby, products of agriculture, products of the forest, quarry and mine,
products of the sea, lakes and rivers, petroleum and erude oil, and other articles of
commerce.”

And by substituting for paragraph (%), the following:

(k) “products of agriculture” in addition to the direct products of the soil such
as hay, grain, roots, vegetables, fruits and other crops includes milk, cream, butter,
cheese, honey, poultry (dead). and eggs, hides, skins, and wool, and dried, canned and
preserved vegetables and fruits.

Section 87 again read and adopted.

Section 88 again read and amended by substituting “or” for “and” in lines 5
and 6 of subsection 1 and by striking out the words “of any kind” in line 2 of

subsection 2, and by striking out subsections 5, 6, 7 and 8 and substituting therefor
the following :—

“5. If, with the consent of the bank, the goods, wares and merchandise, live stock
or dead stock or the products thereof, upon the security of which money has been
loaned under the authority of this section, are removed and other goods, wares and
merchandise, live stocl: or dead stock or the products thereof of substantially the same
character are respectively substituted therefor, then to the extent of the value of the
goods, wares and merchandise, or live stock or dead stock or the products thereof so
removed the goods, wares and merchandise, live stock or dead stock or the products
thereof so substituted shall be covered by such security as if originally covered thereby;
but failure to obtain the consent of the bank to any such substitution shall not affect
the validity of the security either as respects any goods, wares and merchandise, or

live stock or dead stock or the products thereof actually substituted as aforesaid or in
any other particular ™
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“6. Any such security, as mentioned in the foregoing provisions of this section,
may be given by the owner of the said goods, wares and merchandise, stock or pro-
ducts thereof, grain or cattle.”

“7. The security may be taken in the form set forth in Schedule ‘C’ to this
Act or to the like effect.” R

“8. The bank shall by virtue of such security acquire the same rights and
powers in respect of the goods, wares and merchandise, stock or products thereof,
grain or cattle covered thereby as if it had acquired the same by virtue of a ware-
house receipt; provided, however, that the wages, salaries or other remuneration of
persons employed by any wholesale purchaser, shipper or dealer, by any wholesale
manufacturer, by any farmer or rancher, in connection with any of the several whole-
sale. businesses referred to, or in connection with the farm or ranch respectively,
owing in respect of a period not exceeding three months, shall be a charge upon the
property covered by the said security in priority to the claim of the bank thereunder
and such wages, salaries or other remuneration shall be ‘paid by the bank if the bank
takes possession or in any way disposes of the said security or of the goods, wares and
merchandise, stock or products, grain or cattle covered thereby.”

Mzr. Aikin’s proposed amendment to substitute for sub-section 2 of section 88 the
following :—

“The bank may lend money to a person engaged in farming upon the security
of threshed grain,” was allowed to be withdrawn.

Mzr. Sharpe’s proposed amendment to section 88, as follows:—

Sub-section 2, add these words:—

“ And provided further that such preference shall not be given over the claims
of any mechanic or workman for four weeks’ wages earned in respect to the goods,
wares and merchandise on which the bank holds the security aforesaid,” was allowed
to be withdrawn.

Mr. Sharpe (Ontario) moved that the following subsection 9 be added to Section
88:— g
“Such security as is referred to in the two preceding subsections or a copy
thereof shall be mailed by registered letter to the offices to be filed therein in the
various provinces of the Dominion where bills of sale and chattel mortgages are
required now to be filed within twenty-four hours of the giving of such security.”
The question being put on the amendment, it was resolved in the affirmative.

Mr. Sharpe again moved that subsection 3 of section 88 be struck out and the
following substituted therefor:—

“ The bank may lend money.to a fermer upon the security of his hfv_e stock.”
The question being put on this amendment, it was negatived on division .

Section 88 was then adopted as amended.

Section 89 again read and amended as follows:—

Line 1, page 43, by inserting the words © products or stock,” after the word
“the ”; by inserting the words “ products or stock,” after the word “the” in the 5t1‘1’
line, same page; by inserting the words “ products or. stock,” after the vyord “the
in the 13th line, same page; by inserting the words “grain or cattle aft‘e‘r ths
word “ merchandise ” in ‘the 14th line, same page; by inserting after the word the
in the 18th line the words “ products or stock,’ and also inserting after the word
“ merchandise ” in the same line the words “ or grain or cattle.”

Substitute for subdivisions (a) and (b) of subsection 3 of section 89 the
following :—
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“ (a) No sale, without the consent in writing of the owner, of any producls of
“the forest shall be made under this Act until notice of the time and place of
“such sale has been given by a registered letter, mailed in the post office, post
“paid to the last known address of the pledger thereof, at least thirty days prior
“to the sale thereof; (b) No such products or stock other than products of the

“ forest and no goods, wares and merchandise, and no grain or cattle shall be sold'

“by the bank under this Act without the consent of the owner, until notice of the
“time and place of sale has been given by a registered letter, mailed in the post
“office, post, paid, to the last known address of the pledger thereof, at least ten
“days prior to the sale thereof.”

Mr. Graham’s proposed amendment was withdrawn, and Section 89 was qdopted
as amended.

Section 90 again read and amended by inserting “ products or stock” after
“any” and “grain or cattle” after “merchandise” in line 1 of paragraph (a) of

sub-section 2; and by inserting ¢ products or stock” after “any” and “ grain or

cattle” after “merchandise” in line 1 of paragraph (b) of said sub-section 2; and
by inserting “products of stock” after “the” in line 4 and 5 of said paragraph (D)
agd “or grain or cattle” after “merchandise” in line 4 and 7 of same paragraph
®).

Section 90 was then adopted as amended.

Mr. McCurdy moved that Section 20 be reconsidered at the next sitting of the
Committee, which was agreed to on division.

At one o’clock the Committee rose to sit again at four o’clock, p.m., subject to the
sanction of the House.

NOTICES OF MOTIONS.
By Mr. McCURDY.

‘Section 20—That a new sub:ectlon 4 be added as follows:—
“No paid executive official of a bank may be elected a director.”

By Mr. ROSS.

That clause 94 be amended by striking out all the words after the word ¢ thereon” -

in the 14th line and adding the following:

“ A sum not exceeding i of one per cent on any sum not exceeding $100, a sum
not exceeding 7z of one per cent on any sum exceeding $100 but not exceeding $500,
a sum not exceeding ¢ of one per cent on any sum exceeding $500, to defray the
-expenses of agency and charges in collecting the same.
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STATEMENT of net profits earned, rate of dividend and dividends paid, during first gve
years of the bank’s operation.

5 Rate Amount
Name of Bank. Year.| Net profits . of of
Dividend. Dividend.
Bank of MontrOnL: 5o v emuiiiveses s avons s 1818 6 mos. 3%} £ 6,562-10-0
6 mos. 4}—=
1819 3% & 3% 11,312-10-0
1820 . 33% & 3% 12,187-10-0
1821 3% 11,250- 0-0
1822 3% 11,250~ 0-0

Owing to remote date, unable to find records and therefore cannot furnish more complete
information.

W T B RO et N i LNt OO 1819 6%
v 1820 3%

1821 7%

1822 61%

1823 6%

The capital in 1819 was £37,500, in 1820, £52,500. The accumulated profits over dividends is
reported as follows—1819, £2,412; 1820, £2,028; 1821, £1,795; 1822, £2,234; 1823, £2,132. .(All
amounts kept in pounds Canadian). In 1826, it is reported all accumulated profits were entirely
wiped out, although a dividend of 439 was paid for that year.

Balik Of Nova BeOtIa ... oy e weaees 1832 ’ none. $ 6,000 00
1833 | 3% 15,000 00
1834 6%; 15,000 00
1835 6% 15,000 00
1836 6% 15,000 00

Books destroyed and amount of net profits not available.

Bank of British North America.................. :
**All records as to early operations kept in England,
and it will take considerable time to get them
and report answer to this question.”

Bank of Toronto........ b R e T 1857* £  10,299-18-3 10% (i€ 5,169
1858 |$ 42,529 19 8% $ 32,191 90
R e
1861 s 0 '
1861 89,235 90 8% 62,790 77

*To 30th June. t(Halifax. Curreney).

BMolsons Bank: oot OF L S T e Lo 1856 |£ 7,459-13-0 8%
g 1857 13,963~ 7-9 . 8%

1858 |$ 74,778 96 8%

1859 89,389 86 8%

1860 112,021 22 8%

This Bank l?‘ltmted business in 1855, succeeding a private bank with an established business a few
years old.

K
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STATEMENT of net profits earned, rate of dividend and dividends paid, during first five

years of the bank’s operation.—Continued.

Rate Amount
Name of Bank. Year.| Net profits of o
Dividend. Dividend.
;‘
BandaeNatonale.: v oo e e e 1860-1 $ 32,030 88 8% $ 21,934 20
1861-2 67,759 55| 8% 49,559 61
1862-3 69,861 49 8% 57,983 70
18634 85,178 77 8% 72,479 68
1864-5 90,368 83 8% 78,024 97
Merchants Bank of Canada. ‘‘Data covering first five years of banks operations not available.”
Banque Provineiale... ... .. covveeitis vininnsnns 1900* $ 19,735 50 None. Nil.
1961 46,047 04 3% $ 24,515 64
1902 47,056 47 3% 24,561 91
1903 62,950 14 3% 24,689 08
1904 80,227 8- 3% 24,699 17
1905 64,556 6( 3% 24,699 62
*5 mos.
UnionBaplsof CRRBA: & oa v ser s dosipss saienes ! 1866* $ 9,700 6 7% $ 7,609 86
1867 67,344 (- 8% 47,309 32
1868 104,593 0: 8% 65,673 51
1869 105,445 0- 8% 80,390 22
1870 124,667 6¢ 8% 89,957 20
1871 122,730 2t 8% 108,372 87
*9 mos.
*“Then known as Union Bank of Lower Canada.”
Canadian Bank of Commerce.................... 1868 $ 97,783 30 8% $ 57,421 19
| 1869 141,236 07 8% 78,122 37
1870 336,536 89 8% 141,294 17
1871 390,268 17 8% 220,111 10
8% 353,532 96

1872 550,923 06

" Royal Bank of Canada

9 mos. at 439,

.......................... 1870* $ 28,367 006 mos at 6%
1871 42,053 00 %
1872 83,270 00 8%
1873 110,089 00 8%
1874 107,409 00 8%

2EEBE
g8888
88838

*15 mos.

Formerly Merchants Bank of Halifax. A private concern known as the ‘‘Merchants Bank” was in
operation for some 5 years previous to these dates and such concern was purchased as a going

business by the Merchants Bank of Halifax.
a return to the proprietors of 9% per annum.

It is understood that the private concern yielded

85050010110 £ 7231 S - R e e 1872 $ 107,488 80 8% $ 57,075 03
1873 123,813 05 8% 68,532 79
1874 129,252 98 8% 74,442 64
1875 138,310 83 8% 77,183 66
1876 123,226 94 8% 77,620 00
Banleiof FIamiilion.. . ol iy i v Dot ss i et 1873* $§ 23,951 27 8%
1874 46,563 79 8%
1875 58,542 93 8%
1876 69,664 34 8%
l 1877 65,632 86 8%

"Imo.,
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STATEMENT of net profits earned, rate of dividend and dividends paid, during first five

years of the bank’s operation.—Confinued.

E Rate Amount -~
Nane of Bank Year! Net profits. of o
. Dividend. Dividend.
l
IStandard Bamks o o ool sans b b s SR B ha 1876 § 15,087 50 6% $ 15,087 50
3 1877 30,270 00 6% 30,270 00
1818 30,528 00 6% 30,528 00
1879 30,585 00 6% 30,585 00
1880 38,485 46 6% 30,585 00
Bangue A HocHElaga 5 s 55 srvan sxwiodns s vuis 1874 ‘t $ 36,371 44! 8% $ 18,147 16
1875 49,374 69| 3% 37,622 30
1876 53,455 91| % 41,741 27
1877 47,904 76 6% 37,777 60
1878 47,062 19. 5% 31,782 82
, 2
BRI oL O TEAWE S L e T s s Sk e Son 1875 $ 21,346 95 % $ 15,827 85
1876 34,604 04 % 30,934 66
1877 47,332 82 7% 37,161 37
1878 43,515 05 7% 38,940 36
1879 51,613 94 31% 19,769 89
I perial BRIl 137 o o o it i VT e et 1875—6! $ 103,637 00 8% $ 60,614 00
1876-7 92,827 00 8% 67,863 00
1877-8 99,963 00 8% 69,809 00
1878-9 88,186 00 7% 66,323 00
1879-0. 83,747 00 A 61,997 00
|
Metropolitan Bankis. . ... v.ihusssionins siasvhas 1903 $ 26,535 65! none nil.
1904 84,815 48[ « “
1505 120,085 55 8% $ 80,000 00
1906 140,579 89 8% 80,000 00
1907 147,819 03, 8% 80,000 00
Homne Bankiof Canada. s seis vess o e b vivios o4 o 1906* $ 25,171 14 6% § 15,331 34
1907 78,030 65 6% 48,109 91
1908 95,411 31 6% 51,141 22
1909 83,957 98 6% 55,411 55
1910 95,832 24 6% €3,670 45
1911 121,941 23 6% 70,980 04
*5 mos.
B s o e e e e S s 1905% 8 33,198 60 « Nil
1906 41,930 66 $ 32,917 M4
1907 48,463 00 38,204 78
Northarn-Bank. 5 e s s s it 19061 50,502 83 6,685 49
1907 63,726 71 59,910 70
*18 mos. 113 mos.
Crown & Northern Banks amalgamated January, 1908.
qorthern Crown Bank .............covuveiunnnn. 1908 $ 130,324 15 § 86,378 75
p 1909 193,464 22 110,114 5;_
1910 258,144 45 110,170 %8
1911 285,694 49 121,410
1912* 291,004 04 127,836 48
*11 mos.

g



78 BANKING AND COMMERCE COMMITTEE

3 GEORGE V., A. 1913

S1aTEMENT of net profits earned, rate of dividend and dividends paid, during first five
years of the bank’s operation.—Concluded.

Rate Amount
Nane of Bank Year| Net profits. of of
Dividend. Dividend.
TR ST R M o) S e 1 LN B 1907 $ 27,206 17 $ 9,683 32
1908 50,091 47, 39,967 49
1908 64,146 12 40,710 98
1910 92,832 04 44,101 98
1911 96,825 69 47,025 27
BNk of VADCOUVET . 5005 vt st e g e s ¥ e v 1911* $ 26,304 06 None. Nil.
1912 40,395 45 o b
*16 mos.
Weyburn Security Bank......................... 1911*  Not given. 5% $ 7,532 50
1912 “ 5% 15,625 00
*6 mos.

MINUTES OF PROCEEDINGS.

House oF COMMONS,
ComMmrrTee Room No. 101,
Tuespay, May 6, 1913.

PresexT.—Messrs. Ames, Armstrong (Lambton), Baker, Ball, Barker, Barnard,
Beattie, Buchanan, Burnham, Carvell, Clark (Bruce), Cockshutt, Currie, Demers,
Emmerson, Fisher, Foster (Kings, P.E.I.), Guthrie, Hughes (Kings, P.E.I.), Jameson,
Kemp, Knowles, Macdonnell, Maclean (Halifax), Maclean (York, 0.), McCraney,
McCurdy, Meighen, Nesbitt, Nickle, Northrup, Osler (Sir Edmund), Perley, Rain-
ville, Rhodes, Robb, Ross, Sexsmith, Sharpe (Ontario), Steele, Stewart (Hamilton),
Thompson (Yukon), Thornton, Warnock, Webster, Weichel, White (Leeds).

The Chairman read letter from Mr. J. Henderson, vice-president of the Bank of
Toronto, re Bank Audit. (Ordered to be printed in No. 28A4.)

The Chairman read letters from the president and secretary of the Canadian
Bankers’ Association re La Banque de St. Hyacinthe. (Ordered to be printed in
No. 284 together with Mr. Rainville’s petition to the Minister in connection there-

- with.) !

The Committee proceeded to the further consideration of Bill No 36, an Act
respecting Banks and Banking.

Section 91 again read.

The following proposed amendment thereto was withdrawn:

“2. No bank shall, directly or indirectly, charge or receive any sum whatsoever
for the keeping of any account unless such charge is made by express agreement
between the bank and the customer.”

Mr. Emmerson moved to amend section 91 by adding thereto the following:
“ And all payments made by or on behalf of any borrower, whether paid voluntarily
“or otherwise, and all monies accepted or retained by or on behalf of any bank under
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“ the provisions of this section for interest or discount charges in excess of said rate

“of seven per cent, shall be recoverable by the person or corporation so making such

“payment or from whom such interest or discount charge in excess of the said rate

“of seven per cent, is exacted or retained, in an action therefor in any court of com-

“petent jurisdiction.” :
Which was negatived on division.

Mr. Emmerson moved a further amendment to section 91 by adding the follow-
ing as subsection 2:

“2. All banks shall furnish a statement monthly to the Minister showing the
“ maximum rate of interest or discount paid to, charged or retained by such bank at
“its head office or at any of its branch offices.”

The question being put on the amendment, it was negatived on division.

Mr. White moved that subsection 1 of section 91 be struck out and the following
be substituted therefor:

“ 91. The Bank may stipulate for, take, reserve or exact such rate of interest
or discount per annum as may be agreed upon and may reserve and take in
advance any such rate but no higher rate of interest than seven per cent shall
be recoverable by the bank.” -

Mr. Sharpe (Ontario) gave notice of the following further amendment to section
9l

“ The rate of interest charged by the Bank shall appear on the face of the
note.”

Section 91 allowed to stand over for further consideration.
Section 92 again read and adopted without amendment.

Section 93 again read.

Mr. Ross moved that all the words after the words “not exceeding” in line 10
thereof be struck out and the following be substituted therefor: ¢ one-sixteenth of one
per cent.”

The question being put on the said amendment, it was carried on division.

Mr. Emmerson moved in amendment to section 93 that all the words after the
words “mnot exceeding ” in line 10 thereof be struck out and the following be sub-
stituted therefor: “ one-eighth of one per cent.”

The question being put on the amendment, it was negatived on division.

Mr. McCurdy moved that section 91 be amended by striking out all the words
after the words “not exceeding ” in line 10 thereof, and the following be substituted
therefor: “one-eight of one per cent, provided that a bank in no case need charge
less than fifteen cents.”

The question being put on the amendment, it was resolved in the affirmative on
division:—Yeas, 22; Nays, 15.

Section 93 was then adopted as amended.

Section 94 again read:

Mr. MeCurdy moved that the words “ one-half of one per cent” in line 7 thereof
be struck out and the following be substituted therefor:  one-fourth of one per cent,
provided that a bank in no case need charge less than twenty-five cents,” and th'at
the words “to defray the expenses of agency and charges in collecting the same” in
lines 8 and 9 of Section 94 be struck out. ;

The question being put on the amendment, it was resolved in the affirmative.

Section 94 was then adopted as amended.
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Mr. Macdonnell gave notice of the reconsideration of section 93 as amended at
the next meeting of the Committee.

Section 97 again read and amended by striking out “and deposit with it” in
line 3, and by adding new subsection 2 as follows:

“2. When the authenticated copy or other document of like import is produced
“to the bank under the next preceding Sub-section, there shall be deposited with the
“bank a true copy.thereof.”

Section 97 adopted as amended.

New Section 97A (proposed by Mr. Currie) being read: The Minister read the
opinion of the Deputy Minister of Justice thereon. The proposed new section 97TA
was then declared lost.

Section 99 being read:
Mr. Sharpe (Ontario) moved that said section be struck out.—Which was negatived
on division.
Section 99 was then adopted as printed in the bill.

Sections 100, 101, 102, 103, 104 and 105 were again read and adopted.

Section 106 again read and amended by inserting °after the approval by the
shareholders of the selling bank” after the word “that” in line 14, and adopted as
amended.

Section 107 again read and amended by striking out “such Dbank” in line 14
and by substituting therefor the words “ both of the said banks.”; and by striking out
Sub-section 2 and by substituting the following therefor:

“92. The amount so deposited under paragraph (c) of the next preceding Sub-section
“shall be held by the Minister as security for the redemption of the said excess of
“notes; and when the amount of the notes of the two banks outstanding and in cir-
“culation 1s less than the aggregate of the paid-up capital of the purchasing bank, the
“amount aforesaid (if any) held in the central gold reserves, together with the amount
“so deposited, the difference shall, from time to time, be repaid by the Minister out of
“the .deposit, to the extent thereof, to the purchasing bank, but without interest, on
“ the application of such bank, and on the production of such evidence as the Minister
“ may require to show the amount of the notes of the two banks then outstanding and
“n circulation.” 63-64 V., c. 27,s.1. Am.

Section 107 adopted as amended.

Section 108 again read and amended by inserting the following new Sub-section
2A :— :

“ The trustees shall not permit any part of the deposit (if any) of the selling
“bank in the central gold reserves to be withdrawn under the provisions of this Act
“after the last juridical day of the month in which notice of intention to apply to the
“ Governcr in Council for approval of the agreement has been given and pending such
“approval, unless and until the trustees are notified in writing by the Mainister of his
“ consent thereto; and on the approval of the agreement the trustees shall hold the
“deposit (if any) for and as if such deposit had been originally made by the purchasing
“bank.”

Section 108 adopted as amended.

Sections 109, 110 and 111 read and adopted.

Section 112 again read, and amended by striking out Sub-section 3 and by sub-
stituting the following therefor:

“3, Notwithstanding anything in this section, whenever, in the wusual course of
“the post, the return of a branch or agency for the last juridical day of the month,
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“mailed at the branch or agency on or before the second day of the following month,
“does not recch

“(a) the chief office of the bank on or before the eighteenth day of the month,
“or
“(b) the office of the general manager, if the office of the general manager is ~
“at a place other than the chief office of the bank, on or before the fifteenth day
“of the month,
“the return last received from any such branch, exhibiting so far as that branch is
“concerned the condition of the bank at the date for which it purports to be madey
“may be used in the compilation of the monthly return called for by this section.”

i

Section 112 further amended by inserting “ or by acting chief accountant” gfter
“chief accountant” in lines 1 and 2 of sub-section 4 and inserting “a” hefore
“ vice-president ” in line 2 thereof, and by adding “s” to “vice-president” in line
3 of Sub-section 5. : g

Section 112 further amended by striking out * general manager’s clerk” in line
3 of sub-section 7 and by substituting therefor the words “ assistant secretary.”

Section 112 adopted as amended.

Section 114 again read and amended by inserting the words « certified cheques”
before the word “drafts ” in lines 26, 31, 33, 35, 37 and 40 of page 52 of the bill, and
the words “certified cheque” before “draft” in line 44 of said page; and by insert-
ing “a” before “ vice'president ” in line 5 of sub-section 5: and by striking out “the
value at par of such shares, and” in line 1 of paragraph (¢) of sub-section 6.

Mr. Sharpe (Ontario) moved that section 114 he further amended by adding the
following as sub-section 8:—

“The bank shall transfer and pay over to the Minister notwithstanding any
statute of limitation or other Act relating to prescription,—

‘(a) all stock, no dividend whereon is claimed for six years before the last day
on which a dividend thereon becomes payable (except where payment of
dividend has been restrained by order of a court);

‘(b) all dividends and all amounts of drafts or bills of exchange issued by the
bank which have remained unpaid for more than six years after they
became payable;

¢ (¢) all sums of money, deposits or balances in respect of which no transactions
have taken place, or upon which no interest has been paid, or no acknow-
ledgment has been made by the bank, or to which no claim has been
made by any person entitled thereto, during the six years prior to the
date of the last annual return of the bank.

“2. If a claim to any stock so transferred or money so paid is thereafter estab-
lished to the satisfaction of the Treasury Board, the Governor in Council shall, on
the report of the Treasury Board, direct the retransfer or payment thereof to be
made to the person entitled thereto.

“3. Upon transfer or payment to the Minister as herein provided, the bank and
its assets shall be held to be discharged from further liability for the stock so trans-
ferred and the amounts so paid.” e

The question being put on the foregoing amendment, it was negatived on division:
Yeas, 10; nays, 15.

Section 114 was then adopted- as amended. A

Mr. McCraney moved, that section 114 be reconsidered.—Which was negatived on
division.

Section 123 again read, and amended by striking out the words © the Associa-

tion ” and substituting therefor the following:—
2—6
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“a judge of a superior court in the province where the chief office of the bank is
“ situate,”

in line 4 thereof.
Section 123 adopted as amended.

Section 125 reconsidered and amended by adding the following as sub-section 2:—

“ Shareholder ” within the meaning of this section shall include an undis-
closed principal and, to the extent of his interest, a cestus qui trust, on whose
behalf or for whose benefit shares in the capital stock of the bank are held.

Section 125 adopted as amended.

Section 128 again read and amended by inserting “mnot exceeding the limit of
liability of the shareholders hereinbefore specified” after “bank” in line 9 thereof,
and by striking out “made” in line 12 and by substituting therefor the word  pay-
able ”; and by striking out “ any’ in line 13 and by adding letter “ s’ to “call.”

Section 128 adopted as amended.

Section 130 again read and amended by striking out ““ or registered the transfer
thereof,” in line 3 and by substituting therefor the words “as hereinbefore provided”;
and by striking out “cancelled” in line 2 of paragraph (b) and by substituting
therefor the word ¢ forfeited.”

Section 130 adopted as amended.

The Committee then adjourned until to-morrow at 10.30 a.m.

NOTICES OF MOTIONS.
By Mr. MACDONELL.

That section 93 as amended be reconsidered.

By Hon. Mr. WHITE.

New Section 91. The Bank may stipulate for, take, reserve or exact such rate
of interest or discount per annum as may be agreed upon and may reserve and take
in advance any such rate but no higher rate of interest than seven per cent shall be
recoverable by the Bank.

By Mr. EMMERSON.

Section 91. “2. All Banks shall furnish a statement monthly to the Minister
showing the maximum rate of interest or discount paid to, charged or retained by
such bank at its head office or at any of its branch offices.”

By Mr. SHARPE (Ontario).

Section 91. The rate of interest charged by the Bank shall appear on the face
of the note.

By Mr. CARVELL.
Amend Section 146 by adding thereto the following sub-section, namely:—

2. No manager or agent of any Bank or Branch thereof, shall be allowed, either
directly or indirectly to engage in the business of fire, plate-glass, hail or marine

[
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insurance, and any such manager or agent so engagmg in Insurance business con-
trary to the provisions hereof, shall for each offence incur a penalty not exceeding
one hundred dollars.

By Mr. STEELE.

Section 72, new subsection 3:—

3. The Treasury Board shall make regulations providing for the disinfection
and sterilization by the several banks of all bank notes and Dominion notes which
have come into the bank’s possession before a re-issue thereof to the public; and the
bank, its officers, clerks and servants, shall carry out and execute the regulations
made under the authority of this section.

LETTER OF MR. HENDERSON RE BANK AUDIT.

Hor SperixNgs, Va.,
26th April, 1913.
DEar MR. AMES,—

Your note of 23rd inst. was forwarded to me. here.

I did not submit a plan for external audit, because I was not satisfied that I
could improve upon the provisions of the Bill as it has been amended by the Minister.

I had thought it might be possible for a plan to be worked out by which the
nomination by shareholders should be subject to the approval of the Mmlster after
consultation with the Bankers’ Association.

On thinking this over more carefully the objections to the Mlmster and the
Bankers’ Association involving themselves in these appointments in such a way as to
require legislative enactments as to the way of doing so—seemed to me so great that
I did not think I should submit any plan that would involve this. I am also now
Jnchned to think that it is not necessary..

" The powers that the Minister has taken to secure a special audit in cases where
to him it seems desirable is, I consider, one of the most useful provisions in the Bill.

The knowledge that this power can and will be exercised' will have a most bene-
ficial effect.

Shareholders will endeavour in their own interests to appoint only first class men
and they must do so if their selection is to stand the test. If it is found that they
have failed in doing so the powers that are vested in the Minister ean be brought
into action, and now that he is to be given the power, there will be found amongst
the many interests that are involved in securing an effective audit some method of
bringing the matter before the Minister and securing action. I think, therefore,
everything that should be secured is provided for under the provision of the Bill.

Yours truly,
J. HENDERSON.
Herbert B.‘ Ames, Esq.,

Chairman,
Banking and Commerce Committee, ;
House of Commons, - .

Ottawa.

963
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CORRESPONDENCE RE BANK OF ST. HYACINTHE.

Honourable Mr. White,
Minister of Finance,
Ottawa.

Re St. Hyacinthe Banl:.
DEar SIR,—

I am creditably informed and believe that, on June the 22nd, 1908, one of the
officers of the Bankers’ Association, viz. Mr. Knight, arrived at St. Hyacinthe about
9 o’clock in the evening and convened a special session of the Directors of the St.
Hyacinthe Bank. At that meéeting he disclosed the object of his visit and made
krown the will of the Bankers’ Association which was that they, the Directors of the
St. Hyacinthe Bank, should vote immediately a resolution for the immediate suspen-
sion of their payments. The Directors being opposed to this drastic and high-handed
precedure, discussed the attitude assumed by the Bankers’ Association and revolted
against the ultimatum of the Association. In reply, the agent of the Bankers’
Association said in effect—* Very well, gentlemen, you will have to close your doors,
anyway, and unless thlS be done to-night, your paper will be refused to-morrow by all
the Banks”

The Directors, in view of this pressure, and in order to avoid the possibility of
a run on the Bank and its consequences, did not open the doors of the Bank next
morning and the Bank was thus forced into liquidation.

This was on 23rd June, 1908. Two days afterwards the Bank of Montreal had
its signs on the door and its paper printed “ Bank of Montreal, St Hyacinthe.”

This is an instance where the Bankers’ Association through its officers compelled
a solvent Bank to liquidate and go out of business in the interest of the larger
Banks.

Respectfully submitted,

(Signed.)

CANADIAN BANKERS’ ASSOCIATION.

- ToroxT0, May 8, 1913.
Dear Mr. WHITE,—

In continuation of my letters of 28th and 29th April,-I beg to state that I have
had a thorough examination made of the condition of affairs at the time of the sus-
pension of the Banque de St. Hyacinthe, and enclose, herewith, Mr. Knight’s state-
ment, which appears to me to be thorough and full, and I would further beg to draw
your attention to the following facts:

(a) Mr. Knight only acted in this matter under the dxrectlous of Sir Edward
Clouston, as President of the Canadian Bankers’ Association.

(b) The statement made by Mr. Rainville, M.P., appears to have been founded
upon a misapprehension of the facts.

(¢) Tt is true that the creditors of the Banque eventually were paid in full, but
this was only owing to a realization of assets that at the time of the suspension were
not available or collectable, in fact their very existence was in dispute; but also it
became necessary, later on, to call up the unpaid capital of the Banque, as well as to
call upon the shareholders for their double liability. The sums collected from the
claims in dispute, some four or five years after the suspension, amounted to $390,000;
the amount paid in on account of the unpaid capital was $66,795. 52; the amount
paid in on the double liability was $156,051.10; the total liabilities of the Banque at
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the time of the suspension amounted to $1,182,362.74; and from the schedule it would
appear that Sir Edward Clouston’s judgment was absolutely sound, that it was
hopeless for the Banque to attempt to go on, and his action probably saved a loss to
the creditors.

It is perfectly apparent that at the time of Sir Edward Clouston’s action the
capital of the Banque was wholly gone, and apparently this was admitted by all
parties interested.

(d) The Bankers’ Association were not interested in the action of the Bank of
Montreal, and it is also apparent that that was done not for the benefit of the Bank
of Montreal, but at the solicitation of residents of St. Hyacinthe.

Sincerely yours,

(Signed) D. R. WILKIE,
President Bankers’ Association.
The Honourable W. T. WHITE, M.P.,
Minister of Finance,
Ottawa.

CANADIAN BANKERS’ ASSOCIATION.

Secretary-Treasurer’s Office. -
Bank of Montreal Building.
MoNTREAL, 3rd May, 1913.

La Banque de St. Hyacinthe.
SIR,—.

I have the honour to acknowledge the receipt of a copy of a letter from Mr. J. H.
Rainville, M.P., in reference to the action of the Association in connection with the
suspension of the Banque de St. Hyacinthe, and I make the following statement of
fact in connection therewith:

The Banque de St. Jean suspended on the 20th April, 1908, and the Banque de
St. Hyacinthe, which was not strong in liquid assets, began to suffer from the disas-
trous failure of that Bank. This was known to all bankers. i

The subscribed capital stock of the Bank was $504,600, of which $331,285 was
paid up. The total deposits at the end of the month of May, 1908, as compared with
the preceding month, showed a decline, as stated in the Government returns, of some
$75,000.

By reason of the knowledge that the President of the Canadian Bankers’
Association, the late Sir Edward Clouston, had as to the situation, I was asked to
request the cashier of the Bank to come to Montreal. Mr. L. F. Philie, the cashier,
accordingly came to Montreal on the 22nd June, 1908. After a conversation with
him, I came to the conclusion that it was necessary to have a further examination of
the condition of the Bank, and so reported fo the President of the Association. Mr.
Philie was of opinion that the financial condition of the Bank was serious.

At my request, Mr. Philie returned to St. Hyacinthe to make up, as accura'tely
as possible, a valuation of the assets, and report the result to me as soon as possﬂ)'le.
I explained to him that this was. necessary because, if the Canadian Bankers’ {&ssoma—
tion could render any assistance to the Bank, it would gladly do so, but that it would
be necessary to have a statement of its assets. i

Mr. Philie, the next day, brought back the statement, which is shown as Exhibit A.

T discussed with him the various items in this statement, as, on its face, it showed
that the whole of the paid up capital of the Bank was gone. The chief asset was a
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doubtful claim against the Quebec Southern Railway, which was then being wound
up as insolvent, by proceedings in the Exchequer Court, at the instance of the Min-
ister of Raiways and Canals. The total claim of the Bank, which was filed in 1908,
was $612,000. The total assets at the time, as represented in the Government returns,
was $1,580,097.84. T did not place as high a valuation upon the claim against the
Quebec Southern Railway as did Mr. Philie, and my judgment in this regard is
justified by the result, as, after four and a half years’ litigation, at heavy expense to
the Bank, the amount realized was $381,000, which sum was paid to the Liquidator
of the Bank in two amounts, on 13th October, 1911, and 2nd January, 1913.

May I refer to the report of the action the Minister of Railways and Canals
against the Quebec Southern Railway, in 7e Banque de St. Hyacinthe (claimant) in
Vol. 12, Canada, Exchequer reports, p. 61, for a fuller disclosure of the difficulties
surrounding the collection of this large claim of the Bank.

Another asset I criticised was the item marked “ Debentures.” These were issued
on the security of a viaduect in St. Hyacinthe, and were valued at $33,000, but realized
only $9,000. s

Mr. Philie also advised me that a claim by L. F. Morrison against the Bank for
$98,146 was then in litigation.

The criticism of the assets was accurate, as shown by the following:

L. F. Philie’s (the cashier) valuation B e b $1,190,556 00
Total collected by the Liquidator. A s e 1,043,435 30

»

Further, I was adviséed by Mr. Philie, at our first interview, that the Eastern
Townships Bank, the Agent for Clearing House purpose in Montreal, then had over
$15,000 of the Bank’s notes on hand. They were holding these over to give the Bank
a chdnce to secure funds to redeem them, and, in addition, Mr. Philie advised me
that, in order to secure money to pay the demands upon the Bank, he was forced to
rediscount the best paper in his portfolio, and had at that time rediscounted with
the Eastern Townships Bank $26,493 of current paper.

As soon as I ascertained these facts, and examined the statement, Exhibit A, I
consulted with the President of the Association, and the conclusion arrived at was
that, in the interests of the creditors, the only honest thing to do was to recommend
the Bank to suspend payment.

I accompanied Mr. Philie to St. Hyacinthe the night of the 23rd June, and a
meeting of the Board was called, at which five of the Directors were present. Two
of the Directors were not available, as they lived outside of St. Hyacinthe. Mr.
Philie was present during the conference. I pointed out to the Board that the state-
ment of affairs as exhibited, which had their approval before it was submitted to the
Association, showed that the entire capital of the Bank was lost and that possibly their
deposits were impaired. The statement of the assets was conceded to be correct by
everyone present, and the only objection that the Board made to my criticism was
that I was placing a lower valuation upon the claim against the Quebec Southern
than the Board was disposed to do.

At no time during this conference did I say—

“Tt was the will of the Bankers’ Association that they, the Directors of the
“Banque de St. Hyacinthe, should vote immediately a resolution for the im-
“mediate suspension of their payments.”

I never used any language to the effect—

“ Very well, gentlemen, you will have to close your doors anyway, and unless

“ this be done to-night, your paper will be refused to-morrow by all the Banks.”

During the discussion, two of the Directors were anxious that the Bank should
not suspend payment until they had an opportunity to go to Ottawa and lay the
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position of the Bank before the Government and seek its assistance. These two
Directors suggested delay in taking action.

There was a large gathering of citizens outside the Bank building while the con-
ference was going 6n, and it was quite apparent that there was knowledge in the town
that the Bank was in difficulties and there would be a run on the Bank the next.
morning.

I explained to the Directors that the Association had no power to order the sus-
pension of the Bank, but, if they did not suspend, I would report to the Minister in
the morning that the Bank was insolvent, and I explained to them that, in my judg-
ment, it would not be honest to the depositors to open in the morning.

After the fullest possible discussion, a unanimous resolution of the Directors,
copy of which is marked Exhibit B, was passed, and Mr. Philie, the cashier, was left
in charge and was instructed to advise the branches of the Bank that it had suspended
rayment. ,

I beg to append herewith a statement, Exhibit C, being the return made by the
Bank to the Association, on the 23rd June; the day it suspended.

Mr. Philie was appointed Curator by the Canadian Bankers’ Association on 24th
day of June, 1908, and later was appointed Liquidator, and had the carriage of the
winding up proceedings.

For your information, I beg leave to submit, as Exhibit D, a statement of the
Receipts and Disbursements of the Liquidator, up to the_7th February, 1913.

Since the Tth February, 1913, a final dividend has been paid to the creditors of
the Bank with 245 per cent interest on their respective claims.

With reference to the paragraph in Mr. Rainville’s statement that two days after-
wards, the Bank of Montreal opened a branch at St. Hyacinthe, may I add that three
- of the Directors of the Bank of St. Hyacinthe came with me to the President of the
Canadian Bankers’ Association when I made my report to him the day the Bank-
suspended? After full discussion with the President, he approved of the course that
had been taken by the Directors on my recommendation that the Bank suspend
payment.

The President of the Banque de St. Hyacinthe expressed the greatest possible con-
cern for the depositors of the Banque de St. Hyacinthe, and told Sir Edward Clouston
that very many of them would be seriously inconvenienced by the Bank suspending
payment and was anxious that something be done to relieve the hardship of their
situation.  Sir Edward said that the Bank of Montreal would immediately open a
branch and that whoever was placed in charge would be instructed to do everything
possible to help out depositors and others who would be embarrassed by the suspen-
sion of the Bank.

In a formal report as to the reasons of the Association for recommending the
Directors of the Banque de St. Hyacinthe to suspend payment, the fact that the Bank
of Montreal opened immediately after may not be any concern of the Associatiox'l;
but, as the matter is dealt with by Mr. Rainville in his letter, I wish to add th-at, in
my opinion, Sir Edward Clouston opened a branch of the Bank of Montreal in St.
Hyacinthe for the purpose of doing what he could to mitigate, in some measure, the
hardship that would inevitably follow from the suspension of the Bank.

You will allow me to say in.conclusion—

1. That at the time the Bankers’ Association began its investigation into t.he
affairs of the Banque de St. Hyacinthe, there were well founded rumours as to its

condition to warrant them in making enquiries. : : L e
2. That the statement as discussed by the Bank showed that its capital was los

and that this was admitted by the Directors. 3 ;
3. That the Associations’ recommendation to the Directors ‘to suspend paymen

was the proper one to make.
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4, That the result justifies that recommendation and that the creditors have been
paid their claims, without the full amount for interest, only after the Liquidator
called up the unpaid capital and had recourse to the full amount of the double
liability. :

If I can furnish any further information in reference to the matter, I will be
pleased to do so.

I have, ete.,

(Signed) - JOHN KNIGHT,

Secretary.
Hon. W. T. White.
EXHIBIT A.

LA BANQUE DE ST-HYACINTHE.

Statement of Affairs, as on May 30, 1908.

; LIABILITIES,
Due to Note Holders (circulation).. ARGt SR LSS RS ROy, 5 5
Due to Public.. .. .. . e e e Tk e SR E&056
Due to Provincial Govemment the TR a b T e ARG

$1,154,083
VALUATION OF ASSETS.
Legals and Specie.. .. .. ..............$23,061
Deposit with Dominion Government L B S S 1
Due by other Banks.. .. . e s IR A Bt )
Notes and cheques on other Banks ST TP B e s
Raitway i s nbislad ol o= B L S0 R ey oo - one e e d BREH00
Debentures.. .. R e S S R R i S S B A OO
Current Loans col]ectlble A oY e S P s e AL OO0
Overdate Debta colleCtiblas, . vo i o o5 st wie oo sias o s mal v, 20,000
Other Assets collectible.. .. .. A arel e B VT
Mortgages on Real Estate sold b} the Bank o NI 7,992 2
Bank Premises, including safes, ete.. .. .. .. .. .. .. .. 29,000
$1,190,556

EXHIBIT B.

At a special meeting of the Directors of La Banque de St. Hyacinthe, held Tues-
aay, the 23rd June, 1908, at-eleven o’clock in the evening, were present:—Honourable
G. C. Dessaulles, Pre:ldent Messrs. Joseph Morin, L. P. Morm, E. Ostiguay, V. B.
Sicotte.

It was resolved :—
Upon the recommendation actually made by the Canadian Bankers’ Association,
through Mr. John T. P. Knight, the Secretary of the said Association, present at this ,
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meeting, that this Bank suspend payments immediately for ninety days, in conformity
with the dispositien of Article 127 of the Bank Act.

(Signed) G. C DESSAULLES, President.
L. F. PHILIE, Cashier.
True Copy
L. F. PHILLIE,
Liquidator of La Banque de St. Hyacinthe.

A une assemblée spéciale des Directeurs de La Banque de St-Hyacinthe tenue
Mardi, le Vingt-Trois Juin Mil Neuf Cent Huit, a onze heures du soir, sont
présents—L'Honorable G. C. Dessaulles, Président; Messieurs Joseph Morin, L. P.
Morin, E. Ostiguay, V. B. Sicotte .

11 est résolu:—

Vu la recommandation présentement faite par L’Association des Banquiers
(Canadiens par l'entremise de Mr. John T. P. Knight, le Secrétaire de la dite Associa-
tion présent & cette assemblée, que cette Banque suspende immédiatement ses paie-
ments pour quatre-vingt-dix jours en conformité des dispositions de l'article 127 de
1’Acte des Banques.

(Signé) G. C. DESSAULLES, Président.
L. . PHILIE, Cmssier.
Vraie copie :
L. F. PHILIE,
Liquidateur de la Banque de St. Hyacinthe.



EXHIBIT C.

RETURN OF THE AMOUNT OF LIABILITIES AND ASSETS OF LA BANQUE DE ST. HYACINTHE
ON THE TWENTY-THIRD DAY OF JUNE, 1912

CAPITAL AUTHORIZED $1,000,000.

LIABILITIES.

« Noter I o R e e s Ly n 5 a5 s s olns ah RN Bl $
. Balance due to Dominion Government after deducting ad vances
for erat TN DR VAHEEE 000,10 i« v iiie o s 5 iobe IS e aa
. Balance due to Provincial Governments......................
. Deposits by the publie, payable on demand, in Canada..
. Deposits by the public, payable after notice or on a fixed day,
SRR T 8L R e e Doy ol SRR
. Deposits elsewhere thanin Canada............................
. Loans from other Banks in Canada, secured including bills
o T RS AR R i SIS e A S SIS L
. Deposits made by, and balances due to, other Banks in Canada
. Balances due to agencies of the Bank, or to other Banks or
agencies, in the United Kingdom.........................

WO NN Rl oM

10. Balances due to agencies of the Bank, or to other Banks or
agencies, elsewhere than in Canada and the United King-

(o3 AR LTEan o 0 S ol TR, (e T SRS e N MG 0

11. Liabilities not included under foregoing heads.................

267,365 00
52,659 62
73,942 37

761,955 86

26,439 80

$ 1,182,362 74

CAPITAL SUBSCRIBED $504,600. CAPITAL PAID UP $331,235.

SO 0O

© ~ O vk

+ Bpesiogy et v $
. Dominion Notes :
. Deposits with Dominion Government for Security of note

. Notes of and cheques on other Banks........................
. Loans to other Banks in Canada, secured, including bills

. Railway and other bonds, debentures and stocks..,

RESERVE FUND $75,000

11,384 03
14,323 00

16,500 00
14,726 09

b 5 0] N TR R e T e S e T R T O e

LU [ERONRRE S O RS ST A8 AP P ) A

. Deposits made with, and balances due from, other Banks in

41,813 81

. Balances due from agencies of the Bank, or from other Banks

or agencies, in the United Kingdom.....................

. Balances due from agencies of the Bank, or from other Banks

or agencies, elsewhere than in Canada and the United

L T R R L S e e e 16,302 01

. Dominion and Provincial Government securities..........,..
. Canadian municipal securities, and British, or Foreign, or

colonial public securities other than Canadian............

33,000 00

12. Call and short loans on stocks and bonds, in Canada.

13. Call and short loans elsewhere than in Canada A"

14. Current loansin Canada...............oounen L AR 461,951 11
15. Current loans elsewhere than in Canada......................

16. Loans to the Government of Canada.........................

17. Loans to Provincial Governments ............................

18, VA I TR . 2L o s o st o B o ks s R ovs s 5 s o 901, 222 41
19. Real estate other than Bank premises. .......................

20. Mortgages on real estate sold by the Bank................... 7,825 20
b e o i e e e 30,718 96
22. Other assets not included under the foregoing heads.......... 30,331 22

$ 1,580,097 84

€161 'V “A 3IDHO3 €
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EXHIBIT D.

91

LA BANQUE DE ST. HYACINTHE.

Statement of Receipts and Disbursements, 7th February, 1918.

RECEIPTS.

Money collected from promissory notes, current account
advances, other assets and from other sources, includ-
ing sale of Bank premises. a .

From shareholders on unpaid portlon capxtal subccrlbed

From shareholders for double liability eall. .

.$1,043,435 30

66,795 52
156,051 10
$1,266,281 92

; DISBURSEMENTS.
Paid for redemption of circulation .. .. = ..$ 260,645 00
“ ¢ Provincial Government deposits and accrued in-
(751 e AT S SRS e S S B St 2 55,923 67
“ “ Sheriff’s deposits .. .. ; AN 729 10
317,297 7
“ “ premiums on life insurance assigned to the bank
and in settlement ‘of other claims. . 28,835 47
legal costs, comprising— 2
“ ¢« court and lawyers’ fees .. . o e S T 2
“ “ galaries to employees (Head Oﬁice) 6,344 04
(and 5 branches). . 285 50
“acct. inspector’s remuneration. g 1,000 00
“ ¢« (urator-Liquidator’s remuneratlon =% 4,830 00
« &« (ollections of Bills, Exchange and Commission
on cheques and proteat T A 219 42

sundry expenses, comprising rent, mamtenance
. of- offices, lighting, impressions, advertise-
ment, messages, telephones, telegrams,
travelling expenses, stationery and postal
stamps .. .

Paid account 1st Dividend 259 .

« € nd R TgReele
. s AT g s S A g
Whpaid divadends ot s T b antss N et s P

Balance in bank on .the 7th February, 1913 .

4,301 96 34,953 64

$ 381,086 88

..$ 210,187 54

370,789 83
160,972 78 741,950 15
s 10,907 36

$1,133,944 39
132,337 53

$1.266,281 92
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MINUTES OF PROCEEDINGS.

House oF CoMMONS, v
CoymMITTEE RooyM No. 101,
‘WEDNESDAY, May 7, 1913.

PRESENT :—Messrs. Ames, Armstrong (Lambton), Ball, Barker, Barnard, Beattie,
Buchanan, Burnham, Carvell, Clark (Bruce), Clark (Red Deer), Cockshutt, Currie,
Emmerson, Fisher, Hughes (Kings, P.E.I.), Jameson, Kemp, Knowles, Loggie, Mac-
donald, Macdonell, Maclean (Halifax), Maclean (York, O.), McCraney, McCurdy,
McLean (Sunbury), Middlebro, Nesbitt, Nickle, Northrup, Osler (Sir Edmund),
Papineau, Perley, Rainville, Rhodes, Sexsmith, Sharpe (Ontario), Sinclair, Suther-
land, Thomson (Qu’Appelle), Thompson (Yukon), Thornton, Tobin, Warnock, Weichel
and White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, an Act
respecting Banks and Banking.

Section 72 again read, and further amended by adding the following sub-section
3 thereto:—

“3. The Treasury Board shall make regulations providing for the disinfeec-
tion and sterilization by the several banks of all bank notes and Dominion notes
which have come into the bank’s possession before a re-issue thereof to the public;
and the bank, its officers, clerks and servants, shall carry out and execute the regu-
lations made under the authority of this section.”

Section 72 adopted as further amended.
Section 91 again read:

Mr. White moved that the section as printed in the Bill be struck out and the
following substituted therefor:—

The Bank may stipulate for, take, reserve or exact such rate of interest or

discount per annum as may be agreed upon and may receive and take in advance

any such rate, but no higher rate of interest than seven per cent shall be recover-
able by the Bank.

The question being put on the arﬁendment, it was ecarried on division.
Mr. Sharpe (Ontario) moved as a further amendment that the following be
added to the section as amended:

“That the rate of interest charged by the Bank shall appear on the face of
the note.

The question being put on the further amendment, it was negatived on division+
Yeas, 14; nays, 17.

Mr. Emmerson moved as a further amendment that the following subsection be
added to the section as amended:
“2. All Banks shall furnish a statement monthly to the Minister showing
the maximum rate of interest or discount paid to, charged or retained by such
bank at its head office or at any of its branch offices.”

The question being put on the further amendment, it was negatived on division:
Yeas, 11; Nays, 16. .

Section 91 was then adopted as amended.

Mr. Macdonell moved that section 93 as amended be reconsidered—which was
negatived on division
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Secton 131A again read:
Mr. McCurdy moved that the following be added as subsection 4 thereto:

“4, Any person who, being a director, officer, clerk, or servant of a bank,
accepts, directly or indirectly, a gift, payment or other consideration or receives
a promise of consideration from any person who is seeking or has obtained, on
his own or any other account, a loan or discount or other advantage from the
bank, shall be guilty of an offence against this Act.”

The question being put on the principle of the Amendment, it was carried on
division. (Stands over for redrafting as seclion 131B.)

Section 134 again read and adopted (Mr. Aikins’ amendment thereto being
withdrawn.)

Section 137 again read, and amended by adding thereto the following sub-
sections :—

“2. Bvery officer, clerk and servant of a bank who, for the bank, re-issues
“to the public any bank notes or Dominion mnotes which have not been dis-
“infected or sterilized in accordance with the regulations made by the Treasury
“ Board under the authority of this Act shall, on the information of any person,
“on summary conviction, be liable to a penalty not exceeding twenty dollars.

“3. In the event of the conviction of any officer, clerl: or servant of a bank
“under this section, the bank slall thereby incur a penalty of fifty dollars.”

Section 137 adopted as amended.

Section 138 again read and adopted. (Mr. Sharpe’s amendment thereto being
withdrawn.)

Section 140A again read, and amended by inserting “or of the profit and loss
account” after “statement” in line 1.

-Section 140A adopted as amended.

My, Sharpe (Ontario) moved that the following be inserted as section 140B:

“Every person who, being the president, vice-president, director, general
manager, manager or other officer of a bank, enters into an agreement with any
other presiden{, vice-president, director, general manager, manager, or other
officer of any other bank, or is a party to any agreement to which a bank is a
party to control, regulate, raise or lower the rates of interest on deposits or loans,
discounts, or exchange, or limit competition in establishing branch banks, shall
be guilty of an indictable offence and liable to imprisonment for a term not
exceeding five years, or to a fine not exceeding $2,000, or to both.”

The question being put on the amendment, it was negatived on division: Yeas,
8; Nays, 16.

Section 141 again read, and amended by strikine out the last “or” in line 7 of
sub-paragraph (7); and by inserting the following after sub-paragraph (77):

“ (411) to any farmer on the security of threshed grain; or,

“ (w) to any rancher upon the security of cattle;”

Section 141 adopted as amended.

Section 142 again read, and amended by inserting “products or stock ” before
“good” in line T; and by striking out “or products” and substituting therefor
the words “ or grain’ or cattle” in same line.

Section 142 adopted as amended.

Section 143 again read and amended by substituting “or” for “and” in line
12; and by striking out “(of any kind)” in line 25 thereof.

Section 143 adopted as amended.

Section 144 again read and amended by inserting ©products or stock™ after
“any” in line 2; by inserting “grain or cattle” after “merchandise” in line 2; by
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inserting “products or stock” after “such” in line 8; by inserting “grain or cattle”
after * merchandise” in line 9; by inserting “ products of stock,” after “such” on
line 11; and by inserting “ grain or cattle,” after “ merchandise” in line 11; and by
substituting “two ” for “ three” in line 14.

Section 144 adopted as amended.

Section 146 again read:

Mr. Carvell moved, that the following subsection be added thereto:—

2. No manager or agent of any Bank or Branch thereof, shall be allowed,
either directly or indirectly to engage in the business of life, fire, plate-glass or
marine insurance, or any such manager or agent so engaging in Insurance busi-
ness contrary to the provisions hereof, shall for each offence incur a penalty not
exceeding one hundred dollars.

The question being put on the amendment, it was resolved in the affirmative.
Section 146 adopted as amended.
The following new sections were inserted :—

146A. It shall be an offence against this Act for any director, officer, clerk

"o~r servant of the bank to pledge, assign or hypothecate the notes of the bank
“on behalf of the bank”

146B. If a bank suspends paJment n specw or Dominion notes -of any of
“its liabilities as they accrue, then so long as such suspension continues it shall
“be an offence against this Act for any director, officer, clerk or servant of the
“bank who has knowledge of such suspension to pay or cause to be paid to any
“person any debt or liability of the bank unless wilh the consent of a curator or
“ liquidator duly appointed.”

Section 149 again read and amended by inserting “ certified cheques” before
“drafts” in line 5. :

Section 149 adopted as amended.

Section 151 again read and amended by inserting “ certified cheques” after
“all” in line 8.—Section adopted as amended.

Section 158 again read:

Mr. Sharpe (Ontario) moved, that the following be added as subsection 3:

“In case any violation of this Act be brought to the attention of the
Minister, and on request the latter refuses to sue for the amount of the penalties
as provided by this Aect, and neglects to sue for a period of three months after
such notice, then such person so notifying the Minister may bring suit in his
own name for the recovery of the penalties and such penalties shall belong to
such person so suing”

The question being put on the amendment, it ‘was negatived on division.

Section 158 was then adopted without amendment.

Schedule B again read and adopted without amendment.

Schedule C again read and amended as follows:—

Page 70, in the 6th line thereof, immediately after the bracl\et and before the
words ““the goods,” by inserting the following:—

“the products of agriculture, the forest, quarry and maine, or the sea, lakes and
“pwers, the live stock or dead stock, or.”

Insert after the word “merchandise” in the next line the words:—
“or the grain or cattle (as the case may be).”
Page 71, items 1 and 2 of Assets, amend in the following form:-—

o e i i i e "
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“1. Current gold and subsidiary coin. .%%’;sgz;::ia 2 8
“2 Dominton notes.. .. .. .o. o "{ﬂfﬁéﬁa: % 3

Item 6, amend by striking out “and cash items in transit.” g -
Schedule C adopted as amended.

Schedule D again read as previously amended :

Mr. McCurdy moved to strike out item 6 of Liabilities and to substitute therefor:

“Deposits in Great Britain,
. British Colonies,
i United States,
o other foreign countries.”

The question being put on the amendment, it was negatived on division: Yeas, 9;
Nays, 15. : ol

Mr. McCurdy moved that schedule D be amended so as to provide for the inclusion
in the schedule of the amount on deposit and on loan in each Province of the Domin-
ion.—Which was negatived on division.

Mr. McCurdy moved to strike out item 15 of the Assets and to substitute therefor:

*Call loans in Great Britain,
3 British Colonies,
% United States,
< other foreign countries.”

Which amendment was negatived on division: Yeas, 9; Nays, 12.
Mr. McCurdy moved to strike out item 17 of the Assets and to substitute therefor:

“ Current loans in Great Britain,

& i British Colonies,
“ 5 United States,
= o other foreign countries.”

Which amendment was negatived on division: Yeas, 9; N.ays, 13. -
On motion of Mr. McCurdy, the following was inserted as item 19a in the Assets:

“TLoans to cities, towns, municipalities and school districts.”

Mr. McCurdy moved that the following be inserted after line 24 of page 72 of the
Bill:

“ Aggregate amount of loans to joint stock companies in which directors of the
bank hold a majority of the shares.”

“ Aggregate amount of loans to joint stock companies of which a director of the
bank is a director.”

The question being put on the amendment, it was negatived on division: Yeas, 7;
Nays, 16,

" Schedule D was then adopted as previously amended.

Schedule F again read and amended by inserting certified cheques after
amounts in line 1. Schedule F adopted as amended.

The Committee then adjourned until to-morrow at 10.30 A.M., to COnSi‘};’r thg
remaining undisposed sections of the bill, viz.:—2, 18, 20, 44, 56, 56A, 56B, an
131A.
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House oF CoMMONS,
Coayittee Rooym No. 101;
TruURsDAY, May 8, 1913.

PRESENT :—Messrs: Ames, Armstrong (Lambton), Armstrong, (York, O.), Baker,
Ball, Barker, Beattie, Bellemare, Blondin, Boyce, Buchanan, Carvell, Clark (Bruce),
Cockshutt, Crocket, Emmerson, Fisher, Fortier, Foster (Kings, N.S.), Hughes
(Kings, P.E.1.), Hughes, (Victoria), Kay, Kemp, Knowles, ‘Lemieux, Loggie, Mac-
donald, Macdonell, Maclean (Halifax), McCraney, McCurdy, McLean (Sunbury),
MecMillan, Marshall, Middlebro, Nesbitt, Nickle, Northrup, Osler (Sir Edmund),
Papineau, Pardee, Rainville, Rhodes, Ross, Sexsmith, Sharpe (Ontario), Sinclair,
Steele, Thomson (Qu’Appelle), Thornton, Warnock, White (Leeds).

The Committee proceeded to the further consideration of Bill No. 36, an Act
respecting Banks and Banking.

Section 2 again read and further amended by inserting “ and members of the
Association means the general managers of the banks,” after “ Association” in line
5; and by inserting the following new paragraph: “ (i) ‘grain’ means wheat, oats,
barley, rye and flax,” and by striking out the words “ all other marine and fresh water
animal life, inclusive of” in lines 4 and 5 of paragraph (m) of the said section.

Section 2 adopted as further amended.

Section 18 reconsidered and further amended by substituting “twenty” for
“thirty 7 in line 2 of paragraph (b). Section 18 adopted as further amended.

Section 20 again read:

Mr. McCurdy moved that the following be added thereto as subsection 4: “ No
" paid executive official of a bank shall be elected a director.”

The question being put on the amendment, it was negatived on division: Yeas,
5; Nays, 20. °

Section 43 again read and reconsidered. .

Mr. White (Leeds) moved that the new subsections 4 and 5 (Mr. Sharpe’s amend-

ment) be struck out and that the following new subsections 4, 5, 6, 7 and 8 be sub-

stituted therefor:—

4. The bank shall open and maintain in each province in Canada in which it has
resident shareholders and in which it has one or more branches or agencies a share-
registry office, to be designated by the directors, at which the shares of the share-
holders, resident within the province, shall be registered and at which, and not else-
where, except as hereinafter provided, such shares may be validly transferred.

5. Shares of persons who are not resident in Canada or in any province in which
there is a branch or agercy of the bank may be registered and shall be transferable
at the chief office of the bank or elsewhere, as the directors may designate.

6. Whenever there is a change in the ownership of shares, and the new share-
holder resides in a province other than that in which the former shareholder resided,
and whenever there is a change in the residence of a shareholder from one province to
another, or whenever a shareholder residing outside of Canada becomes a resident of
a province in Canada, the registration of the shares shall be changed to the registry
of the province in which the shareholder has his residence, if there is a branch or
agency of the bank in that province, and the shares of such sharcholder shall there-
after be transferable at such registry and not elsewhere, except as herein provided.

7. For the purposes of this section, a shareholder shall be deemed to be resident
in the province in which he has, according to the books of the bank, his post office
address.
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8. The directors shall appoint such agents for the purposes of this section as they
deem necessary, 53 V., c. 31, ss. 29 and 35, Am.

The question being put on Mr. White’s amendment, it was resolved in the affirm-
ative on division: Yeas, 16; Nays, 9

Section 43 was then adopted as further amended.

Section 44—Mr. McCurdy’s amendment thereto was withdrawn, in consequence
of the adoption of the foregoing amendment to section 43.

Section 88 as previously amended reconsidered.

Mr. White (Leeds) moved that ‘the following subsections 9 and 10 be added :—

9. Any security given under the authority of this section in respect of money
lent by a bank to a farmer or rancher shall, so long as the grain or cattle covered
thereby remains in the possession or control of the farmer or rancher, be absolutely
mull and void as against the execution creditors of the farmer or rancher and as
against other persons levying on or seizing under process of law the grain or cattle
assigned thereby, and as against subsequent purchasers or mortgagees in good faith,
umless a duplicate original of such security is filed, registered or deposited in the
particular office or place in which, under the laws of the province where the property
s situate, bills of sale, chattel mortgages or mortgages of personal property must be
filed, registered or deposited in order to be valid and effective as against the classes
of persons referred to wn this sub-section or any of them: Provided that this sub-
section shall not apply in the Province of Quebec. g

10. The same fees shall be payable for filing, registering or depositing a security
under the last preceding sub-section as are payable under the respective provincial
statutes for like service.

The question being put on this further amendment, it was resolved in the affirm-
ative.
Section 88 adopted as further amended.

Section 131A:—
Mr. McCurdy’s proposed amendment thereto was withdrawn, and the following
substituted therefor as Section 131B (Mr. Emmerson dissenting) :—

131B. Every one is guilty of an offence and liable, upon conviction on indict-
ment, to two years’ imprisonment, or to a fine not exceeding two thousand five hundred
dollars, or to both, and, upon summary conviction, to imprisonment for six months,
with or without hard labour, or to a fine not exceeding one hundred dollars, or both,
who,—

(a) being a director, general manager, manager, or other executive officer of a
‘bank, corruptly accepts or obtains, or agrees to accept or attempts to obtain, from
any person, for himself or for any other person, any gift or consideration as an
inducement or reward for doing or forbearing to do, or for having after this Act
comes into force done or forborne to do, any act relating to the bank’s business or
affairs, or for showing or forbearing to show favour or disfavour to any person with
relation to the bank’s business or affairs; or

(b) corruptly .gives or agrees to give or offers any gift or consideration to any
director, general manager, manager, or other executive officer of a bank as an
inducement or reward or consideration to such director, general manager, manager
or other executive officer of the bank, for doing or forbearing to do, or for having
after this Act comes into force done or forborne to do any act relating to the bank’s
business or affairs, or for showing or forbearing to show favour or disfavour to any
person with relation to the bank’s business or affairs.

9. In this section, “ consideration” includes valuable consideration of any kind.

Sections 56 and 56A read and struck out and the following substituted therefor :
a1
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SHAREHOLDERS AUDIT.

56. The members of the Association shall, at a meeting duly called for the pur-
pose, before the thirtieth day of September, 1913, and thereafter before the thirtieth
day of June in each year, select by ballot persons deemed by them to be competent
(no one of whom shall be a body corporate) not less than forty in number, any one of .
whom shall, subject to the provisions hereinafter contained, be eligible to be appointed
an auditor under the provisions of this Act.

2. A list of persons so selected, together with their post office addresses and
occupations, shall forthwith be delivered or sent by registered post to the Mainister,
and the Minister may in the case of the first selection by the members of the Associa-
tion within ten days after the receipt of the list, and thereafter each year within sixty
days after the receipt thereof, disapprove, as to eligibility to be appointed auditor of
a particular bank or banks, or wholly disapprove, of the selection of any person named
in the list, and such person shall not, to the extent of such disapproval, be qualified
to be appointed an auditor under this section.

3. The Minaster shall communicate his disapproval, if any, to the Association.

4. The Association shall, as soon as may be after the expiry of the time given to
the Minister for disapproval, cause the list of persons qualified as hereinbefore pro-
vided, with thewr respective post office addresses and occupations, to be published in
two successive issues of the Canada Gazette, and any limitations asto eligibility for
the auditorship of a particular bank or banks of the persons named in the list shall
be stated in the advertisement.

5. No person shall be qualified to act as an auditor of a bank under this Act un-
less his name appears in the published list for the year, but this subsection shall not
apply to an appointment of an auditor made by the Minister in pursuance of the pro-
visions of this Act.

6. The sharcholders shall, at each annual genmeral meeting, appoint an auditor
or auditors, from the last published list of persons qualified, to hold office until the
next annual gemeral meeting.

7. After the appointment of an aouditor or auditors under the mnext preceding
subsection of this section, shareholders the aggregdte of whose paid-up capital stock
is equal to at least one-thord of the paid-up capital stock of the bank, who in writ-
ing under their respective hands allege that they are dissatisfied with the appoint-
ment so made, may, in and by the same writing, make application to the Minister
to have the person or persons so appointed superseded, and the Minister may, after
sweh inquiry as he may 'deem necessary, select an auditor or awditors instead of the
auditor or auditors appointed dt the annual general meeting, and the auditors so
appointed shall thereupon cease to be the auditors of the bank and the auditors so
selected shall be the auditors of the bank until the next annual general meeting.

8. If an appointment of auditors is not made at an annual general meeting, the
Minister shall, on the written application of a shareholder, appoint an auditor or audi-
tors of the bank to hold office until the next annual general meeting, and the Governor
in Council shall fiz the remuneration to be paid by the bank for the services of the
auditor or auditors so appointed.

9. A director or officer of the bank shall not be capable of being appointed auditor
of the bank.

10. A person, other than a retiring auditor, shall not be capable of being appointed
auditor at an annual genmeral meeting wunless written motice of an intention to
nominate that person to the office of auditor has been given by a shareholder to the
bank at its- chief office, not less than twenty-one days before the annual general meet-
ing, and the bank shall deliver a copy of any such notice to the retiring auditor, if
any, and shall give notice of the names of the persons eligible for nomination at said
meeting, and by whom such persons are respectiwely intended to be nominated, to
every shareholder of the bank by mailing the notice in the post office, post paid, to the
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last known post office address of the shareholder as shown by the records of the bank,
at least fourteen days prior to the annual general meeting.

11. If any casual vacancy occurs in the office of auditor the surviving or con-
tinuing auditor or auditors, if any, may act, but if there is no surviving or continuing
auditor, and such vacancy has occurred more than three months before the annual
general meeting, the directors shall, as hereafter in this section provides, call a special
general meeting of the shareholders for the purpose of filling the vacancy.

12. Before calling such special general meeting the directors shall, as soon as
may be after the vacancy occurs, give public notice by advertisement in siz consecutive
issues of one or more daily newspapers published in the place where the chief office
of the bank is situate, and if no daily newspaper is published at that place, then by
advertisement in two consecutive issues of a newspaper published weekly in that
place, of the vacancy in the office of auditor, and that the vacancy will be filled in
the manner provided by this Act. 3

13. A person shall not be capable of being appointed auditor to fill such vacancy
unless notice of an intention to nominate that person to the office of auditor has been
giwen by a shareholder to the bank at its chief office within ten days after the last
publication of the notice called for by the mext preceding subsection.

14. The directors shall, as soon as may be after the expiry of the ten days
mentioned in the next preceding subsection, call a special general meeting of the
shareholders for the purpose of filling the vacancy. and notice of such meeting specify-
ing the object, and stating the names of the persons eligible for nomination, and by
whom such persons are respectively intended to be nominated, shall be given to every
shareholder of the bank by mailing the notice in the post office, post paid, to the last
known post office address of the shareholder as shown by the records of the bank, at
least fourteen days prior to the date fived for the meeting. :

15. If the vacancy contemplated by subsection 13 of this section is not filled in
the manner provided, or if a casual vacancy occurs in the office of auditor less than
three months before the annual general meeting, the Minister in the former case
shall, and in the latter case may, on the written application of a shareholder, appoint
an auditor or auditors to hold office until the next annual general meeting, and the
Governor in Council shall fix the remuneration to be paid by the bank for the services
of the auditor or auditors so appointed.

16. The remuneration of auditors appointed by the shareholders shall be fized
by the shareholders at the time of their appointment, and in the event of such
appointees being superseded and other auditors selected, as provided by subsection
7 of this section, the remumeration so fized shall be divided between them according
to the length of time they respectively are auditors of the bank.

17. Every auditor of a bank shall have a right of access to the books and accoun_ts,
cash, securities, documents and vouchers of the bank, and shall be entitled to requare
trom the directors and officers of the bank such information and explanation as may
be necessary for the performance of the duties of the auditors.

18. If the bank has branches or agencies it shall be sufficient for all the purposes
of this section if the auditors are allowed access to the returns, reports and statements
and to such copies of extracts from the books and acounts of any such bran.ch or
agency as have been transmitted to the chief office, but the auditors may in their dis-
cretion wvisit any branch or agency for the purpose of examining the books and
accounts, cash, securities, documents and vouchers at the branch or agency.

19. It shall be the duty of the auditors once at least during their term of office,
in addition to such checking and verification as may be necessary for their report upon
the statement submitted to the sharcholders under section 54 of this Act ana? at dif-
ferent times, to check the cash and verify the securities of the bank at the chief office
of the bank against the entries in regard thereto in the books of the bank, and, should
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they deem it advisable, to check and verify in the same manner the cash and securities
at any branch or agency.

20. The auditors shall make a report to the shareholders on the accounts exam-
ined by them, on the checking of cash and verification of securities referred to in
the next preceding subsection, and on the statement of the affairs of the bank sub-
mitted by the directors to the shareholders under section 5} of this Act during their
tenure of office, and the report shall state,— ;

(a) whether or not they have obtained all the information and explanation they
have required;

(b) whether, in their opiniqn, the tramsactions of the bank which have come
under their notice have been within the powers of the bank;

(¢) whether their checking of cash and verification of securities required by
subsection 19 of this section agreed with the entries in the books of the bank with
regard thereto; and,

(d) whether, in their opinion, the statement referred to in the report is properly
drawn up so as to exhibit a true and correct view of the state of the bank’s affairs
according to the best of their information and the explanations given to them and as
shown by the books of the bank. ‘

21. The auditors’ report shall be attached to the statement submitted by the direc-
tors to the shareholders under section 54 of this Act, and the report shall be read before
the shareholders i the annual general meeting.

99. Any further statement of the affairs of the bank submitted by the directors
to the shareholders under section 55 of this Act shall be subject to audit and report,
and the report of the auditors thereon shall state,—

(a) whether or not they have obtained the information and explanation they have
required;

(b) whether, in their opinion such further statement is properly drawn up so as
to exhibit a true and correct view of the affairs of the bank in so far as the by-law
requires a statement thereof, according to the best of their information and the
explanations given to them, and as shown by the books of the bank.

93. The report shall be attached to the further statement referred to in the next
preceding subsection, and shall be read before the shareholders at the meeting to which
such further statement is submitted, and a copy of the statement and report shall be
sent by the directors at and after the meeting to any shareholder applying therefor.

AUDITORS’ REPORT TO THE MINISTER.

56A. The Minister may dwect and requare any auditor dappointed under the
next preceding section of this Act, or any other auditor whom he may select, to
examine and inquire specially into any of the affairs or business of the bank and the
auditor so appointed or selected, as the case may be, shall, at the conclusion of his
examination and inquiry, report fully to the Minister the results thereof.

2. For the purposes of this section the auditor appointed or selected as aforesaid
shall have all the rights and powers given to an auditor under the next preceding
section.

3. For the performance of the duties imposed by this section, the auditor shall
be paid as remuneration out of the Consolidated Revenue Fund such sum as the
Governor in Council may direct.

4. The person selected by the Minister under this section shall, for the pur-
poses of section 153 of this Act, be deemed to be an auditor of the bank.

Mr. Sharpe’s (Ontario) proposed amendment to Section 56 was withdrawn.

(S,
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Mr. Middlebro’s proposed amendments to Section 56, were also withdrawn in
committee.

Ordered, that the Bill be reprinted as amended by the Committee, and reported
to the House.

The Committee then adjourned until to-morrow at 11 o’clock a.m., for the con-
sideration of Private Bills.
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MINUTES OF EVIDENCE

House or Commons,
Room 101,
WEDNESDAY, April 2, 1913.

The Select Standing Committee on Banking and Commerce met at 11 o’clock,
am., the Chairman, Mr. Ames, presiding, for the purpose of hearing the views of
certain gentlemen, present by invitation, on Bill No. 36, an Act respecting Banks
and Banking. !

The CHARMAN.—By agreement we are to-day, to-morrow and on Friday, to
devote ourselves to the examination of certain voluntary witnesses who have con-
sented to come before the Committee and give them the benefit of their views on
various phases of the Banking question. Our first witness is Mr. H. C. MecLeod,
formerly General Manager of the Bank of Nova Scotia at Halifax. Mr. McLeod, I
think, has placed the Committee under a very great obligation to him inasmuch as
in response to a cablegram he came here from Italy in order to be present before them.
If the Committee will allow me, I may say that there will be no effort whatever to
prevent the fullest possible discussion. I would like it if the members of the Com-
mittee will to some extent guide the order in which the various questions shall be
dealt with. We are expecting to examine altogether a dozen or fifteen witnesses, and
we would like, if possible, to have their testimony go into the record in such a
shape that if you wished to find out what these ten or fifteen gentlemen said on a
particular subject, you will easily know in what part of their evidence to look for it.
Therefore we thought of following with our several witnesses as near as possible
the order that is set down in the printed memorandum which has been distributed
and which follows the numerical order of the clauses in the Bill. This, of course, is
subject to any general statement that any of the witnesses may wish to make. Mr.
MecLeod tells me that he has, in anticipation of the wishes of the Committee, pre-
pared a short printed statement which he would like to present first.  After that
members of the Committee would be at liberty to question him, not only on the
points which he himself raises, but on any other points they see fit.

Mr. SaarPE (Ontario).—It will not be possible to confine ourselves strictly to
the order laid down in the printed agenda.

The CHAIRMAN.—That is quite true, but I would like the members of the Com-
mittee to adhere to that order as nearly as possible,

Mr. H. C. McLEeoD called and examined:

By the Chairman :

Q. Will you please give your full name?—A. Henry Collingwood McLeod.

Q. And your Canadian domicile is where?—A. In Toronto. ¢ :

Q. State briefly what your experience has been in connection with banking
matters—A. I have been in banking since 1873. During that time I have been
in two banks. '

Q. You are at present a retired banker?—A. A retired banker.

Q. What has been your experience with banks?—A. I have been connected
with the Merchant’s Bank of Prince Edward Island, and the Bank of Nova Scotia.
I was with the Merchant’s Bank of Prince Edward Island from 1873 to 1882.

: 107



108 BANKING AND COMMERCE COMMITTEE

3 GEORGE V., A. 1913

Q. Yes?—A. And from that time with the Bank of Nova Scotia until three
years ago, when I retired.

Q. What positions did you occupy with the Bank of Nova Scotia?—A. I
occupied the position of Manager of a number of Branches—two branches in the
United States and two in Canada. I was Inspector and later General Manager.

Q. You have taken cognizance of the Banking Act which has been introduced in
Parliament, and of some of the amendments which have been suggested thereto,
and I understand have prepared a statement which you would like to submit to the
Committee. Are you ready to do so?—A. Yes.

The CHAIRMAN.—Is it the pleasure of the Committee to hear the statement which
Mr. McLeod has prepared? After he has read it, he will be ready to answer questions
in the order in which they occur in the printed memorandum.

Permission to read the statement granted by Committee.

Mr. McLEeop then read the following printed statement.
¢ Mr. CHAIRMAN :

‘13 The Bank Act 1913 is a marked improvement over its predecessors. Some
desirable features have been introduced. To contend for external examination is no
longer necessary; only the method and the thoroughness of inspection require to be
considered. The privilege of enlarging the powers of circulation by the deposit of
gold in a proposed Central Reserve, and the clarifying of the Government state-
ment are two more features that should prove beneficial. There are some features
that should be introduced, and some that should be improved.

¢2. T am not in accord with the prevailing idea that banking profits are excessive,
an idea voiced by the press as well as by suggestions before this Committee. One of
the difficulties that confront Canada pertains to the procurement of sufficient bank-
ing capital to keep pace with the expansion of trade and the development of the
country. The difficulty would not exist if banking held out tk: prospect of good
profits, but from the capital of new banks there is no return; indeed, an investment
in the capital of a new bank is as likely to result in loss as in profit. This would
not be so were banking profits excessive, or even sufficient. Yet the tendency to
legislate for the curtailment of bank profits or for the imposition of penalties is
apparent. Bank capital and reserve profits now have a ratio of 14.08 per cent to
gross assets, a percentage that should not be reduced. How is this ratio to be main-
tained? The return from bank capital is moderate, when the double liability is
taken into account. The profits of the older banks are made possible by long organi-
zation, and this increment should not be destroyed or impaired by adverse legislation.
Furthermore, the good banking profits of the last few years were in most cases the
result of loaning beyond the limits of prudence, as we shall presently see.

¢3. The Machinery of the Canadian Banking System is excellent, but in many
individual cases it has been used without skill, or recklessly used. From the outset
the Finance Department has failed to exercise effective control over the banks. We
are told the Government is afraid to seem to assume any responsibility, lest attempts
to conserve the interest of bank depositors should be construed as an obligation. Tt is
not so in other countries. The inferred responsibility for sins of omission can hardly
be accounted less than for those of commission. T have said that the banking
machinery of the country is excellent, but the management thereof needs regulation
and supervision. If efficient supervision cannot be provided in any other way the
Department of Finance should organize a bureau for the purpose. In case it is found
inexpedient to bring such inspection directly under the departmental control, I would
solicit your attention to the plan of which I shall speak later on.—(Par. 7.)

‘4. Like its predecessors, the Act has few provisions for the protection of depositors,
of whom the majority are savings depositors. In most countries savings depositors are
the special wards of legislators. Borrowers are essential to the business of banking,
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but the borrower is generally able to take care of himself. When his bank fails, if he
does not profit thereby, his loss is limited to impaired borrowing facilities. In times
of stress he makes much noise and sometimes succeeds in impressing the public with
the idea that the banks are failing in their duty. Frequently there are cases of
individual hardship, but in the aggregate the borrower is given far too large a propor-
tion of Canadian bank assets, there would appear to be an impression within
this Committee that the banks should further expand their loans, for in the
list of main questions on which evidence is desired we find, under section 61C a
proposal to tax moneys loaned in foreign countries. Money loaned in foreign financial
centres is almost always a portion of a bank’s resources that the management desires
to keep readily available, and to say to a banker that he shall not, without penalty,
thus employ his funds, is equivalent to saying “ You must reduce your readily
available resources and give more to the Canadian borrower.’ If Parliament yields
to any such suggestion, the effect will surely be detrimental to depositors, and it will
as surely be disastrous to borrowers in every time of stress. I may mention that
Canadian banks contracted their foreign loans by $22,515,276 between September and
the end of 1907, to the great relief of the country. If this money had not been kept
in reserve outside of Canada what would have been the result to Canadian borrowers?

¢5. Permit me to suggest to the members of this Committee that, in the course
of their study of the subject, they look into statistics to ascertain the extent to which
banking prudence may go in making loans. They will find that in the world’s
practice the limit of safe load is far more clearly defined in banking than is the safe
load in bridge engineering. They will also find that this limit has been persistently
exceeded in Canadian banking. At the end of February, the total assets of Canadian
Banks were $1,491,558,448; and the loans $1.094,304,485, or 73%0 per cent, which is
not far from the average percentage of some years past. Business conditions in
(Canada closely aproach those in the United States; there the percentage of loans of
all banks to total assets is 55%0 per cent. The national banks loan about 53 per cent
of their assets, and from the percentage given for all banks it appears that there is an
agreement of practice within that coufitry as to the limit which prudence will not
exceed. The banks in Great Britain (excepting the Bank of England) loan about
55 per cent of their total funds; for the last thirty years there has been a fairly
steady decrease in this percentage, and this increased conservatism is general through-
‘out the British Isles. You will find that a close approximation to the British per-
centage pertains throughout the world, and I believe you will not find an important
bank outside of Canada that permits that limit to be greatly exceeded.

“6. We are told that in new countries loans may be considerably extended beyond
the limits set by the combined experience of all countries, but it is manifest that what
is unsafe banking in an old community cannot easily be justified in a new one. After
finding the “yield point” in 1893 the bankers of Australasia abandoned the idea that
in a new country loans may be extended to nearly eighty per cent of a bank’s total
resources; and they now so far comply with the world’s banking practice that for the
three years ending with 1911 their ratio of loans to resources averaged 58 per cent.
The First Bank of the United States was a well managed institution; that country was
new at the time, yet that bank’s ratio of loans accorded with the best practice of
to-day. The relation of combined capital and surplus to assets has an effect, but only
a moderate one, on the proportions given. In Canada the percentage of capital and
surplus to assets is 14.98 per cent; in the United States 16-60 per cent. In other
‘words, the before-mentioned comparison of the percentage of loans to assets indicates
that the Canadian Banks, yielding to the importunities of the borrower, or to the
desire for profit, are largely over-loaned. The mere statement of this fact disposes of
the contention that the banks are mot granting sufficient borrowing facilities. But
does it not also suggest a lack of consideration for the depositors? :

 ¢7. Among the provisions that should be introduced for the protection of deposi-
tors there ought to be included a most rigid and thorough external inspection of the
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general management of each bank. A less efficient inspection, or one where the
smaller banks are inspected and the larger ones, through influence, go free, would
be a mockery of the depositors’ rights. The system proposed in the Bank Act is an
acknowledgement that external inspection is necessary, but only by the utmost
activity of the Department of Finance can this plan be made effective. No stipula-
tion is made as to the proper qualifications required pf the auditors, and it is open
to any bank to have its balance sheets duly signed by auditors that are nothing more
than “ dummies ” of the General Manager. I am glad to observe, in the list of main
questions, a suggestion that a more rigid system be introduced (see Exhibit A of
main questions.) Having given very great attention to this subject, I believe the
appointment of members to the Board of Bank Inspectors therein proposed should be
by vote of the General Managers of all the banks, I will quote one paragraph from
the suggestion made to the Canadian Bankers’ Association in November, 1909:—

¢ The Board shall consist of not less than seven full members, of whom four
shall form a quorum, and of not less than seven associate members, all of whom
shall be elected by vote of the General Managers of all the banks, and one-tenth
of such vote being recorded against a candidate for either full or associate
membership shall exclude him from election. The Chairman of the Board shall
be appointed from the members of the Board by a vote of the General Managers
of the Banks.” (See Exhibit No. 2.)

¢ This method of electing auditors would eliminate political influence, and would
also avoid the objection that has obtained in the Canadian Bankers’ Association,
viz: that the Association is sometimes controlled by one or other of the large banks.
¢8. External inspection will clear away false acecounting and have a salutary
influence, but there are causes of failure that it may not obviate. It may not save a
bank from over-expansion of loans, nor prevent the inevitable consequences of run-
ning without sufficient -cash reserves and liquid resources. The banks should be
required to keep a fixed cash reserve in gold and legal tender. Some years ago I
advocated 10 per cent-of a bank’s liabilities to the public; I now advocate 15 per
cent, as present conditions show the need of a large reserve. There should be a pro-
vision that in case the percentage is impaired the banks should pay to the govern-
ment a tax equal to 7 per cent. per annum on the deficiency . :
¢9. The new form of monthly return will be a great improvement; but loans -
should be so classified that a bad or deferred debt cannot be included under a mis-
leading heading without sheer falsification. To comply with these suggestions the
words “ and cash items in transit” under assets heading No. 6, and the words “ and
short ” under Nos. 14 and 15 need to be eliminated.  Cash items” may mean any-
- thing from a kiting draft to a bad debt transferred from one branch to another, and
in Canadian banking the term “ short loan ” has vague meaning and cannot be defined.
10. Banks should be prohibited from underwriting flotation schemes or investing
in any security with which a stock bonus is either directly or indirectly given. They
should be prohibited from including in their assets any shares of the stock of any
corporation, unless such stock be acquired in the liquidation of an existing debt.
‘11. Every bank should be required to annually publish a list of its so-called
investments, and this list should bear the verification of the auditor.
¢12. Some inflationists have suggested that banks convert their reserve into
capital by making stock dividends; they have even proposed that this course should
be made compulsory by legislation. They wish to further inflate by substituting the
double liability of shareholders for the reserve fund, thereby decreasing the liability
through the note circulation. This is clearly opposed to the interests of the depositor
as well as to the shareholder, for, other things being equal, the larger a bank’s reserve
fund is in proportion to its capital, the greater the protection afforded.
€13. In the list of main questions, section 99, it is proposed in amendment that
the amalgamation of banks be rendered possible only through Act of Parliament, and
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with this proposal I am in accord. At the passage of the Bank Act, 1900, there were
36 banks, the average capital of which was $1,863,000; there are now 24 banks, the
average capital being $4,700,000. By the same progression there is due to be 17 banks
in 1923, with average capital of $10,398,000. By a goodly number of banks of moderate
size the interests of the public are best served; such banks are often the strongest in
times of stress, and their actions are not as likely to raise public resentment as are
those of the gigantic corporation. The number of banks should not be futher reduced,
particularly as it is becoming almost impossible to establish new banks in face of the
competition of old and widely established institutions; in fact the placing of a limit
on the size of any one bank may be worthy of attention.

¢14. The emergency circulation clauses of the Bank Act should be eliminated.
They should not be required, their introduction having been brought about through
necessity caused by over-inflation, and their existence in the Act tends towards infla-
tion. A bank should be prohibited from circulating another bank’s notes, which pro-
hibition would restore daily redemption, without which the elasticity of bank note
circulation is impaired.

¢15. The Bank Act should prohibit the loaning to any one customer more than a
reasonable percentage of a bank’s capital, to avoid a rock on which so many banks
have met shipwreck. A limit of 25 per cent of capital would be liberal; in the case of
the United States National Banks it is fixed by law at 10 per cent.

€16 Mr. Chairman, three years ago I ceased to take more than a passing interest
in the statistics of Canadian Banking; consequently I am not as well versed in the
matter as I then was, but I am at the disposal of your Committee to answer questions
on which I can afford information.’ :

The CraRMAN.—Mr. McLeod also intimated to me that he would be very glad to
give his views on a number of other questions not touched on in his pamphlet, and
inasmuch as his pamphlet has also dealt with many questions that are on our list
here, we will ask Mr. McLeod now to take these up in order, and the Committee will
be at liberty to ask him any questions that they desire.

Mr. Turrirr.—I suppose Mr. McLeod’s paper will be printed for our information?

The . CHAIRMAN.—Mr. McLeod’s paper is already printed and will now be dis-
tributed.” We will now take up the questions on which evidence is desired. _

Section 4. ¢ As to whether bank charters should be continued in force for a

longer or shorter period than ten years’ Do you wish to say anything on that, Mr.
MeLeod ?

Mr. McLrop.—I think it is a matter of indifference, it is a question of conveni-
ence for Parliament and the banks.

By Mr. Thornton: :

Q. I would like to ask Mr. McLeod why there should be a limit of ten years, why
the term should not be longer. Why the charters of other monetary institutions should
be indefinite in length

The CrARMAN.—Perpetual.

Q. While the bank charters should be limited to ten years?—A. I think t.hgre
is no reason why they should be limited. There has been a feeling that the question
should come up every ten years, but inasmuch as the legislation can be amended at
any time T see no objection or reason why the charter should not be longer. As I
said before I think it is a matter of practical indifference.

The CHARMAN.—Section 10 and 13,  Whether a further system of local banks
with smaller capital is desirable’ The members of the Committee will remember that
an amendment has been suggested to make it possible to have provinecial bank.s, Vflth
branches, within the province, county banks and city banks with smaller capitaliza-

.

tion than $500,000. >
Mr. Suarre (Ontario).—And no branches.

“
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The CuamrymaN.—We will be glad to hear what Mr. MecLeod has to say on that.

Mr. McLeop.—The experience of the country with such banks has been rather
disastrous, they cannot compete with the branch banking system. A branch of a bank
will serve a community far better than any local bank can. In your local bank you
have local directors, there are jealousies in every community, and borrowers will usually
select the branch bank that has come in from outside in preference to going to the
local bank, unless, of course, they have personal interests in the local bank. The local
bank cannot compete in the matter of profit, and with the way banking is run to-day
T do not think the local bank would exist at all.

Mr. NesBirT.—It could not compete in exchange.
Mr. McLeEob.—Because it has not the facilities.

By Mr. Maclean (Halifax) :

Q. Would there be difficulty in getting competent managers?—A. There are
always difficulties in getting competent managers. That is one of the greatest
difficulties which the large banks have, to get competent managers for branches,

By Mr. Nesbitt:

Q. That also refers to some suggestions that have been made that we reduce the
-capital amount necessary to start a bank which is now $500,000, $250,000 of which is
-subseribed. Would you give your view as to whether that should be reduced or not?—
A. $500,000 is a very small sum to start a bank with. A bank to-day must have
branches in order to succeed; furthermore it must be prepared to run for several years
without profit, and indeed it must run at a loss. There are provisional expenses to
‘be considered, sometimes there are commissions, I understand, paid, but these should
not be allowed. In banking I believe it takes between 4 and 5 years on the average for
a branch to become profitable or self-sustaining. :

Q. You would not recommend a smaller amount of capital?—A. No, I would
not recommend that, it is small enough.

By Mr. Turriff : _

Q. I would like just to point out that one experience that I had was the very
.opposite to what Mr. McLeod says. Taking the case of what is now the Weyburn
Security Bank in Saskatchewan, in 1907, it was a private Bank, with about, I think,
-six or seven or eight branches. When the difficulty, the financial stringency, arose
in 1907 in the town of Weyburn there were about three or four chartered banks, the
"Bank of Montreal was there and the Bank of Commerce, two of the largest banks in
‘Canada, and this Weyburn Security Bank, which was not then chartered, but which is
‘now with a capital of $350,000 paid up, did more to relieve the needs of the business
-community during that particular time of stress than all the chartered banks in
Weyburn put together. That is the consensus of opinion of the business men there.
I am not advocating particularly the establishment of small banks, but I just wish to
point out to the Committee that in that one case, which I know pretty well, it is in my
own constituency, the result was, as I have it from outside business men that they
-got more relief from this one bank at that time than they did from all the chartered
‘banks put together—A. That would be a case of exceptional management.

Mr. TaorNTON.—The Western Bank, with its headquarters in the town of Oshawa,
was a comparatively small bank; that is a town which has been wonderfully successful
in business for a number of years, being according to its population proportionately
the best manufacturing town probably in Canada, and it owes its prosperity more than
anything else to the fact that the headquarters of the Western Bank are located in the
town. That bank has since been merged with the Standard Bank, but I am safe in
-saying that the present standing of the town of Oshawa, as a manufacturing town
and the centre of capital is due more largely than anything else to the fact that the
‘headquarters of the Wesfern Bank are there. In this particular case the small bank
~was of very great use.
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The CHAIRMAN.—The Committee will be glad to know that Mr. H. O. Powell,
Manager of t-h.e Weyburn Bank, who has brought that institution to its present
s;.lxccessful position, will be here next week and will give us the benefit of his experience
there.

By Mr. Sharpe (Ontario) :

Q. Do you not think that local banks, with small capitalization, would build up
local centres rather than to concentrate capital in the large cities such as Montreal and
Toronto ?—A. A local bank, under good management, will suceeed in some communities
but there are some communities where a bank has to serve depositors almost altogether;
there is no demand for money. There are other branches where the bank has to serve
borrowers, there being practically no depositors. The benefit of the branch system is
that it equalizes the whole and gets the utmost profit out of the banking business, and
in so doing best serves the country.

Q. Your opinion coincides with what you said in your pamphlet, that a bank of
$200,000 capital is no more liable to disaster than a $2,000,000 bank. Tt depends
entirely on the management?—A. Yes, entirely on the management.

Q. That was also the opinion of the Minister of Finance. He said it depended on
the capacity and integrity of the management—A. The management is far more
important than the capital. J

Q. So that you have no inherent objection to the small banks starting up in the
provinces.—A. Not if they can procure good management.

Q. You would not contend that all good bank managers reside in two cities—Mont-
real and Toronto, for instance?—A. I have seen as good bank management in banks of
$100,000 capital as anywhere. ’

Q. There is nothing to prevent a bank with $100,000 capital having a good manage-
ment. Cognate to that subject is the limitation of capital of the older banks. What
are your opinions on that?—A. I think banks should not be allowed to extend beyond
their present limits.

Q. That is, the bank with the largest capitalization now should be the outside
figure for any bank %—A. I think so.

Q. Would you limit the branches in the Deminion? Should they be allowed to
extend their branches further >—A. I think there should be no limitation on the estab-
lishment of branches.

Q. Should banks be allowed to agree together in any way to prevent the establish-
ment of branches in certain communities>—A. If there are too many branches going
into one place it tends towards economy to prevent overlapping.

Q. Do you think the banks should be allowed to make an agreement in respect tu
that—Ilimit competition, in other words?—A. I do not know how the branches could
be limited without an agreement. Suppose there are two points that are over-banked,
that is, there are three or four branches where only two are required, and one bank says
to the other. “You withdraw from lone point and we from another.” The agreement is
surely not opposed to the public interest.

Q. Just one more question on this point. You say that $500,000 is sufficient capi-
tal for a Dominion bank to establish branches in every provinee——? A. I do not think
I stated that $500,000 capital is sufficient for a bank with branches in every province.
A bank with that capital could have only a limited number of branches.

Q. Quoting from your pamphlet, you make the statement that a bank with $200,000
capital is no more liable to disaster than a bank with $2,000,000. You are there con-
templating the establishment of a branch with $200,000 ecapital. What would you say
would be the scope of its operation 2—A. Tt is a long time since I read what is in that
pamphlet, but I think T was endeavouring to point out that a small bank is just as safe
as a large one under special conditions and good management.

Q. If the bank had no branches at all it would not be out of the way if tht?y only
had $200,000 capital >—A. Not at all. If you can find a point where the deposits and

2—-8
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loans are fairly well balanced, and provided you can get as capable management as in
a large bank, then the small bank will succeed ; but the difficulty is in the management.

By Mr. Cockshutt:

Q. I ask if it is likely that a small bank would attract the same class of manage-
ment as a large bank %—A. No.
Q. Could it afford to pay the same salary?—A. It could not.

By Hon. Mr. White: ¢

Q. I think I understood you to say that in certain places a bank with $200,000
capital might succeed. I rather understood you to say at the outset that you are not in
favour of a system of local banks with a capital less than $500,000.—A. I am not in
favour of a system of local banks at all.

Q. And T understood you to say at the outset that that being so—in other words,
your being in favour of banks with branches—you were of the opinion that $500,000
was the lowest capital they should have?—A. Yes.

Q. So .while you admit that a local bank in a particular place might succeed
under favourable conditions, you are opposed to anything like a general system of local

banks with less than $500,000 capital?—A. The conditions under which a local bank
can succeed are exceptional.

By Mr. Northrup:

Q. You spoke about the smaller banks not being able to pay as large a salary as
the larger banks, and therefore prima facie they would not attract as good manage-
ment. I suppose small banks would require deposits to carry on their business just the
same as the larger banks, and therefore the smaller banks, for the reason that they
could not afford to pay for good management, would be increasing the risk to the
depositors. Is that the case?—A. Yes, it might be.

Q. Inasmuch as the security of the deposits depends on the management, the
small bank would not be as safe for depositors as the larger bank %—A. Ordinarily the
small bank is not well equipped for profit making, and sometimes the banker endeav-
ours to increase his profits by going into more risky business and business that seems
to be more profitable, with unfavourable results.

By Mr. Turriff :

Q. You say that a bank with $5,000,000 capital would naturally attract better
management than a bank of $500,000 capital. But many of our $5,000,000 banks have
fifty to a hundred branches scattered all over the country from the Atlantic to the
Pacific. Many of these branches would be just about on a par with a bank that had,
say, $500,000 capital. Now the success of the big bank depends on the success of the
branches as well as the head office. Would not a bank with $500,000 capital be able to
pay for and get just as good management as the various branches of the $5,000,000
bank —A. The general manager of a small bank will be supervised by the head office
of the bank, and at that head office there should be an expert banker, and he should
have on his desk all the time the particulars of each of his branches. Consequently the
bank is run according to*his views of banking and the staff is educated so that in time
each manager gets to act almost without instructions within the desires of the general
manager..

Q. We know of many cases where they do not, where heavy losses have been
incurred through the policy of the branch bank being diametrically opposed to the
policy of the head office and the instructions of the general manager.—A. We all know
that. =

By Mr. Maclean (Halifazx) :

Q. If the capital of a local bank were controlled largely by two or three share-
holders, it would be more likely to succeed than with a greater number of shareholders.
Would not that be the tendency —A. I do not think it is desirable to bave any bank-
ing institution controlled by a few shareholders. |,
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Q. I mean the local banks with branches, the control being in a few shareholders.
Would it not be more likely to succeed than a local bank with a great number of share-
holders*—A. T do not think the number of shareholders would make any difference.

Q. Would not that be likely to secure better management? I would think the
success of the Weyburn bank is largely due to that?—A. If the money that went to
make up the capital of the bank was made up by those parties that invested in it, there
would be an inference that these people were capable of managing the bank. Other-
wise I should think a limited number of shareholders would be detrimental.

Q. Is there any objection to the word ‘Private’ bank by bankers? Such an
amendment is being suggested—A. I think the word bank should not be used unless
the bank is under some proper supervision.

By Mr. McCurdy :

Q. In reference to the point raised by Mr. Thornton alluding to the facilities
afforded by the '\ estern Bank of Canada in the town of Oshawa, and their curtailment
after that bank was merged with a larger one with head office elsewhere, I think
similar conditions have been met with in other cities from which head offices of banks
have been removed. J am speaking more particularly from the standpoint of Nova
Scotia, because I am familiar, to a certain extent, with the experience there. There is
supposed to have been a surplus of deposits over the applications for loans in that
provinee and the experience of borrowers there, when Halifax was an important bank-
ing centre, was that money could be obtained at lower rates, or at least as low as could
be obtained in other parts of the country. Since the removal of head offices from that
province, we find from practical experience, that a loan commands a higher rate of
interest in Halifax, for instance, than does a similar loan in larger financial centres.
Could you suggest any way, outside of an appeal to the general management of the
bank, whereby the natural accumulation of savings in one province would be loaned to
a certain extent in that province, at least at equal rates as elsewhere, or possibly lower?
For instance, it is the experience that at the head office of a bank you can borrow
money with more facility than you can at a branch of the same bank, supposing you
have the same class of collateral, which, it seems to me, is undesirable, and is affording
some ground for complaint that the very large centres are favoured over smaller places.
T am speaking with knowledge. With the same class of collateral, the same borrowers
have been asked to pay higher rates of interest at the city of Halifax, for instance, than
they have at the head office of the same bank. It would seem to me proper that general
managers should dissolve such a situation themselves. But, apart from that, could you
suggest any method by which that difficulty could be overcome and the objection that
is urged be removed, viz., that large financial centres do, under our branch banking
system enjoy, by reason of the concentration of capital in these cities, better borrowing
facilities than do borrowers at other small cities%—A. I am sure, Mr. McCurdy, your
experience enables you to speak of the facts, but I was not aware that a material
difference existed.

Q. Yes. I speak feelingly, but my experience is not of importance or interest to
this committee, excepting inasmuch as it confirms the rather widespread opinion that
large financial centres enjoy an advantage in this regard, and I do not think they should.
—A. T was not aware that that existed. I supposed that you could borrow money at
Halifax as cheaply as you could at almost any other point.

Q. If there is an accumulation of savings in any one part of the country that part
should enjoy lower rates. In some parts of the United States, say in Massachusetts.
you have for years been able to borrow money much more cheaply than in many other
parts of that country. In the prosecution of manufacturing and other business one of
the essentials is a reasonable rate of interest for money, and if the Massachusetts
borrower is situated at a long distance from the consuming markets he has a corres-
ponding advantage in the cheaper money obtainable there, which goes to offset the draw-
backs on account of his long distance from the consuming market. The branch bank-
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ing system might possibly rob one community of part of the advantage that is its own
on account of accumulated capital. T have thought that Nova Scotia might properly
occupy in manufacturing a similar position towards the rest of the Dominion as does
Massachusetts towards the rest of the American Union?—A. You could hardly intro-
duce sectionalism in banking.

Q. You consider it objectionable, then, I gather from the remark you have just
made, that banks should make returns showing the extent or ramification of their busi-
ness in the different provinces?—A. If not objectionable, it would be expensive and
;equire a lot of accounting to do it, and I do not see any benefit that would be derived

rom it.

Q. If those particulars were available to the public, they would be able to judge
themselves whether ‘ Codlin’ was their friend or ‘Short,” and the patronage of the
public would naturally be diverted to the bank that was caring best for the business
of that province—A. It all goes back to whether the banks are doing their duty.

By Mr. Macdonald :

Q. Have you in mind any locality or any particular business conditions in Canada,
in any province, where you think a smaller bank would work with advantage to the
business community %—A. With good management there are a number of cities where
smaller banks could succeed; but, as I said before, it is only in rare exceptions that
you get good management for a bank of that deseription.

Q. Does your view apply to any particular locality —A. Not at the moment, but
I know there are a number of such localities.

By an Hon. Member:
Q. Would it serve the public better in the locality —A. Not as well.

By Mr. Sinclair:

Q. The witness hinted that it might be possible to limit the expansion or size
of the banks. I presume he does not mean to limit the natural expansion that takes
place every year. Most of the large banks put aside a considerable amount each year
which they call their rest, and the capital of the bank naturally grows. I presume he
would not place any limit on that natural growth, but the idea is to limit the acquisi-
tion of other small banks?—A. I have thought that we should prevent the growth of
gigantic institutions that will in timeé become practically controllers of the whole
country, through political influence and otherwise. A bank may grow so large that all
the other banks are controlled by that one bank, and you may have your Bankers’
Association practically voicing the sentiments and interests of that one bank.

Q. Would you say then that a certain limit should be placed on the capital of a
bank #—A. I think that idea is well worthy of serious consideration.

Q. The idea has been thrown out by some members of the committee that it
might be advisable to limit the amount of deposits to be taken by any particular bank
and require that they should bear some proportion to the capital of the bank. I would
like to have your views as to that?—A. Such limitation would lead to a reduction in
the rate of interest on deposits in some localities at least, as the limit would make
deposits less desirable.

By Mr. Macdonald:

Q. As the amount of bank circulation depends on the capitalization, and as there
is great complaint as to the scarcity of money, is it your idea that the capital should
be limited and that the bank should be permitted to go on making reserves without
some power on the part of the government, or some power vested in themselves being
given, by which reserves should be to a certain extent grouped in order that circula-
tion may be obtained? Suppose you have the number of banks decreasing, and their
virculation limited, the currency naturally declines and their reserves would b2



BILL 36—BANKS AND BANEING . 117

APPENDIX No. 2

decreased. The difficulty would be greater, would it not?—A. Unless the conditions
would permit the establishment of new banks or the expansion and increase in size
of the moderate sized bank now in existence.

Q. You are aware that it has been said in financial circles that instead of banks
increasing their capital by reserves they should have increased stock so that the
stockholders might take advantage of the reserves at a lower rate of issue.  But do
not let us have circulation impaired by increased reserves?—A. I take the opposite
view. I think the capital should be limited, and the only method of increase would
be increasing reserves. You can provide the circulation in that way; the circulation
might be limited to a percentage of total assets, a plan that has some advantages over
the limitation to capital.

The Cuaryman.—I would ask you to keep as closely as possible to the section we
are discussing. The question of local banks is before us just now.

By Mr. Emmerson:

Q. I understand your answer to be, Mr. McLeod, or your position in a word, that
you think there is greater safety generally in the-greater number of banks?—A. Pre
cisely.

By Mr. Thompson (Yukon):

Q. This is a very important question and one that is engaging the attention >f
the whole country. Two systems are very well exemplified as between the United
States and Canada, and I wish to elicit some information with regard to the develop-
ment of what I might call the non-branch system in the United States, having regard
to their phenomenal industrial and economic development in the last fifty years,
particularly since the Civil war. I notice in Mr. McLeod’s very illuminating docu-
ment he refers to the fact that in 1900 we had 36 banks, with an average capital of
$1,863,000; and that there are now 24 banks, with an average capital of $4.700,000;
that is to say, we have lost 12 banks in thirteen years. Now, is not this process of
elimination or absorption, carried to its logical conclusion, going to create in this
country a money trust?

The CHARMAN.—Might I ask, Dr. Thompson, if we could take that up when we
reach section 99, which deals with the amalgamation of banks?

Mr. TuompsoN.—Very well.

By Mr. Thompson (Yukon):

Q. In the United States is it a fact that there are very few branches to a bank —
A. Practeally no branches to the banks, sometimes there is a subsidiary bank under
another name owned by the same shareholders as the principal bank

Q. The branch system in Canada as compared with the non-branch system in the
United States might be taken as a fair comparison as to the working out of the two
systems, because I noticed in your report you say business conditions are very much
the same in both countries. If the non-branch system has been a success in the
United States, why could it not be as successful here?—A. A non-branch system
established in Canada as banking has been done for the last twenty years would hava
resulted in general disaster; but they have developed a non-branch banking system
in the United States; they have perfected their systems of inspection; -and the loans of
the banks in the United States are better administered than they are in any compara-
tively new country that I know of. e

Q. Would it be possible to duplicate that system of administration in another
country —A. After a great many years had elapsed. : ‘h

Q. What is the minimum amount with which a man, or a syndicate may eStabl};it

a bank in the United States?—A. At the moment I cannot answer that question,
the minimum is a very small sum.
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The CHAIR}\MN-—\I might say, Doctor Thompson, that Mr. J. B. Forgan, of
Chicago, is coming here next week to tell us more especially about the American bank-
ing system and we can then get from him all information of that character.

By Mr. Thbmpson (Yukon) :

Q. I think the amount is $25,000.—A. It is either $10,000 or $25,000.
The CHARMAN.—Now may we proceed to the consideration of Section 34. We
are anxious to make progress.

By Mr. Middlebro:

Q. With reference to the local bank with limited capital. I stippose the Direc-
tors of that Bank would in all probability be living in the same town, or the same
community, where they did their business. Suppose a man applied for a line of
credit and got up to that line of credit, and then found it was necessary for him to
have more credit in order to carry on his business. Would there not be danger of the
man getting more money than his financial condition would warrant by reason of the
fact that the Directors of the Bank were his own personal friends in the same com-
munity —A. There would be danger.

Q. Now take the case of another man having a line of credit say for about one-
fourth of the amount he was worth, who found in the course of his business that he
required an additional line of credit which from financial reasons he was justified in
getting, but which, because of the limited capital of the Bank it was unable to grant.
That man is placed in the position of having to apply to some other Bank for finan-
cial assistance to which he was properly entitled. Would there not be danger of his
being turned down by the second bank because he had been refused credit by his own
bank ?—A. All these things happen.

Mr. SHARPE (Ontario).—I do not think we should hurry with Mr. McLeod’s
examination, we are getting very important information from him.

The CuarMAN.—There are a great many other points we would like to have Mr.
MecLeod speak on.

Mr. SuArRPE (Ontario).—Yes, but we are getting very valuable information.
I think we are all interested in Mr. McLeod’s evidence.

The CuHAIRMAN.—There are many other topics on which he has to speak.

By Mr. Sharp (Ontario) :

Q. Mr. Middlebro asked a question as to a business man being able to secure a
loan to which he was not entitled because of the bank directors being friends of his.
Now a general manager in Montreal or Toronto might assist a man who was a friend
of his with a loan of money *—A. That has happened.

Q. That has happened frequently. That is the experience wherever banks are
established, whether they are large or small institutions?—A. Yes, in a few cases.

Q. In connection with the question of the capitalization of banks, I have here
a copy of a letter written by you to the Chronicle of Montreal, dated ¥ebruary 23,
1910, from which I will quote one extract:—

‘ Referring to the article in your issue of the 11th instant, my claim that
failures occur in large and small banks in about equal proportions, is supported
by the experience of other countries, as is also the conclusion that in safety large
banks have no pre-eminence over small ones.’

Have you any reason to change your opinion in regard to that point?—A. No.
It is all a question of management. Y
Q. Tt is a question of management?—A. Yes.
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By Mr. Clarke (Bruce):

Q. Under the present system when a branch bank is established in 4 small town or
village, is it not more to receive deposits than to loan money in the local community,
and has it not the effect of retarding the local development?—A. I think that banks
are as anxious in ordinary times to get loans as they are to get deposits, perhaps more
anxious. In some cases a bank will establish a branch because it can get a consider-
able-amount of deposits in one section, and it will establish a branch in another local-
ity because it can get loans. The bank with branches benefits each locality by giving
the needed service. That, in our experience, has occurred time and time again. 1
have a number of cases in my mind.

By Mr. Ross:

Q. Mr. Northrup tried to make a point in regard to the small bank as against the
large one in connection with deposits. The point he tried to make was deposits are
not as safe in small banks as in large banks. I did not catch your answer at the time
and I would like to know what you think of that point?—A. With equally good man-
agement, the small bank is just as safe as the large one.

Q. Is that entirely fair? In the small bank will the manager not take more care
and know more about local conditions than will the manager in the large bank, and
will not this neutralize the results of better management in the large banks?—A. In
any bank with bad management nothing is safe, I do not care how large the capital
is, but you are more likely to get poor management in the small bank than in the large
one. A knowledge of local conditions is not as essential as is the capacity of judging
whether a loan is a good banking transaction.

Q. I should think that in the small bank you would not need a man as eminent
and clever as manager as you would in a large bank doing business all over the world,
you would not expect or require the same standard of ability in the manager?—A. You
would need a man of the same conservative ideas.

Q. Exactly, but such a man might be got in the small town just as much as in the
large city?—A. The necessary qualifications cannot be got without training, or if
so, rarely.

By Mr. Sharpe (Ontario) :

Q. Is the percentage of large banks that fail greater in Canada than in any other
country —A. It is greater than in any other country I know of.

By Mr. Broder:

Q. The question seems to be that the gemeral commercial business of the country
is suffering from a lack of small banks throughout Canada. Could you give us any
idea as to the percentage of loans that are granted to the general business of the
country? I understand that an average of 51 per cent of the loans of the banks are
in the hands of what you might call the general business of the country. Do you
know anything about that?—A. I cannot give you the figures, but I can say, as I have
said in the paper which I read to you, that the banks have strained their resources
to meet the demands of the Canadian borrowers. I do mot believe that so large a
percentage of loans are strictly commercial.

By Mr. Turriff :

Q. In view of this question of the capitalization of banks. You expresséd an
opinion that the capitalization of the biggest bank is now as high as it ought to_be:
and that it should be the limit to which any banks might advance. Is it not possible
that during the last two or three years, by means of mergers the capital of the largest
bank is larger now than it is advisable to set as a maximum for other banks?—A. I
think it is larger than it is advisable for other banks to come up to.
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Q. What, in your opinion, should be the maximum limit? The present capital
ization mow I think is something like fourteen millions?—A. About fourteen or
fifteen millions.

The CuAIRMAN.—The capitalization of the Bank of Montreal is twelve millions
authorized and twelve millions subseribed.

By Mr. Turriff :

Q. What I want to get from you is this: At present we have twenty odd banks.
Tn my judgment the country would be far better off if there were forty banks. What,
n your opinion, would be an ideal capitalization if we had not any such large capital-
ization as exists to-day?—A. I quite agree with you that Canada would be better off
with forty or fifty banks, and I should prefer to see them with a capital not exceeding
$5,000,000.

Q. And a reserve of equal amount?—A. I would let them build their reserve as
high as they liked, the higher the better.

Q. In your opinion would it be advisable, instead of piling up the reserve and
increasing the capital, that these profits, after the reserve is equal to the capital,
should be paid out in cash dividends to the shareholders?—A. No, they should not be

paid out in cash dividends. A reasonable amount should be paid to the shareholders and

no more.
Q. What would you do with the extra profits?—A. T would keep the extra profits
as protection to the depositor.

By Mr. Emmerson:

Q. In your conclusions with respect to the capitalization of the banks have you
taken into consideratiom, or have you borne in mind at all, the practice which has
grown up in Canada of having allied institutions associated with banks?—A. I think
the allied institutions are a menace to the country. At least that was tfe experience
in Australia in 1893 with affiliated companies. UE

By Mr. Maclean (Halifax) :

Q. Would you be prepared at the next sitting to give a more reasoned statement
as to why you think there should be a limitation to the capital of a bank? We can
hardly go into that question to-day, and perhaps you are not ready to do so?—A. I
have no objection to doing that, but in short I may say that I hold that view on the
principle of not putting too many eggs in the one basket.

Myr. MacLeaN (Halifax).—I do not think that would be an answer.

The CHARMAN.—May we now take Section 84? Mr. McLeod does not desire to
say anything on Sections 18 and 29. As you are all aware, the following amendment
has been given notice of by Mr. Sharpe (North-Ontario) :

¢ Any of the original unsubscribed capital stock, or of the increased stock of the
bank shall, at such time as the directors determine, be allotted to the then share-
holders of the bank pro rata, at such rate and on such terms as are fixed by
.................................. some competent court or commission design-
ated by Order in Council upon application by the directors, and until such court
or commission be created or designated, on such terms as are fixed by the Treasury
Board.’

By the Chairman:

Q. Have you any views to state on that proposal?—A. I have no preference as
to how that shall be fixed. I think the rate should never be very much below the
percentage that capital and surplus bears to capital, for the reason that in issuing
stock there are many shareholders that are not able to take up their stock. They have
invested a certain amount of their savings in the stock of a bank, and when a new
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issue comes out at-even a very advantageous rate these investors are not able to take
up their stock and they are liable to lose through what I might call the watering of
the stock. A bank, perhaps with a reserve of 100 per cent of capital, will issue its
stock at 150. The small stockholder may not be able to take up at 150, consequently
he loses the other fifty dollars per share.

By Mr. Nesbitt:

Q. Would you propose to sell the stock at par then?—A. No, I would propose to
sell at its value.

By Mr. Rhodes :

Q. Would not the small shareholder to whom you have just referred be protectee
by being able to dispose of his rights in the open market?—A. He might be protected
by being able to dispose of his rights, or he might not. A

By Mr. Nesbitt:
Q. Why ?—A. The man who buys the rights generally makes a profit on them.
Mr. Nesprrr.—There would be mighty little profit if it was a good institution.

The CramrMaNn.—We will.- now go back to section 18 at Mr. McCurdy’s request.
“Internal Regulations.” That is, regulations that are made by by-law by the share-
holders.

Mr. McCurpy.—As you, Mr. Chairman, have stated, Mr. McLeod has placed this
committee under a great obligation, in having come such a long distance to give us
the benefit of his experience, and I consider his evidence all the more important because
he is not actively connected at the present time with the management of any bank,
and 1s therefore more or less free to express his opinions which are mature and are based
on a very successtul experience. ,

Q. Section 18, Paragraph (%), of the Act, provides as follows, under the heading

“Internal Regulations” :—

(h) The amount of discounts or loans which may be made to directors, either
jointly or severally, or to any one firm or person, or to any shareholder, or to cor-
porations.

Mr. McCurpy.—The old Act and the draft of the new, provided that Phe share-
holders “ may ” make that regulation. I have moved an amendment that instead of
the words “may ” regulate the Act shall read “the shareholders shall regulate.”

Tue CHARMAN.—And Major Sharpe is proposing that it be struck out altogether.

Mr. McCurpy.—I also intend although my intention has not taken formal shape
yet. I did not wish to make the motion formally if there is serious objection to it, or 1‘f
it is going to restrain or interfere with the prosecution of business or the proper busi-
ness of the Banks in any way; I would like to have Mr. McLeod’s opinion in the matter.
The amended paragraph (k) section 18 would read “the shareholders of the bank
shall regulate, by by-law, &e.” (k) “the amount of discounts or loans W}.Ll(}h may be
made to any director or directors, or to any one firm in which a director is a partnell'{,
or to any corporation in which a director holds a preponderating proportion ?,f stoc
or to any corporation of which the directors of the bank is also a director.

Tue CHAIRMAN.—It is pretty well covered in 76, Mr. McCurdy, and it is directly
covered in Section 18, subsection (k). : g

Mr. MoCURDY.—Another sub-section which I may move to add to the same section
is:
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“(2) No discounts or loans shall be made to a director, or paid employee of
a bank until the total amount of discounts or loans which may be made to such
directors or paid employees shall have first been authorized by by-law of the share-
holders.’

and following that, under the same section: ‘

‘(3) By-laws may be adopted by shareholders at any regular annual, or spec-
ial meeting. Notice of any by-law proposed to be adopted, or changes proposed to
be made in existing by-laws, shall be given by printed notice mailde to the regis-
tered address of each shareholder at least thirty days before the date on which such
regular annual, or special meeting is to be held. Notwithstanding the provisions
of this section, existing by-laws are hereby declared to be in full effect and force

until the next regular annual meeting takes place.
‘(4) A copy of the then existing by-laws shall be mailed to each shareholder

of the bank on the 31st day of December, 1913, and thereafter a copy of the by-
laws corrected to date shall on demand of any shareholder at the chief office of
the bank, be delivered to him.’

The CramMAN.—Have you yet given notice of that, Mr. McCurdy ?

Mr. McCurpy.—No, I do not intend giving notice until I have found.out whether
there is any valid objection to it, and I would like to take advantage of the present
opportunity to ask, if Mr. McLeod feels at liberty to answer, whether or not he thinks
there is any objection to such by-laws being made.

Mr. McLeEop.—Some points are covered by by-laws that are desirable. There
should be some way of limiting loans to officers, or controlling them.

By Mr. McCurdy:

Q. You understand, Mr. McLeod, that the change proposed is that the sharehold-
ers of the bank who at present “may” regulate by by-law loans to directors or em-
ployees in future ‘shall’ regulate such loans. This proposes to make it compulsory, in
other words, no loans shall be made to the directors or servants without being properly
authorized by the proprietor.—A. The by-laws and regulations of a bank are not very
important, in fact, as a rule, the by-laws generally get covered over with dust and you
may have to hunt up to find out what the by-laws actually are; they generally refer
to matters that are dealt with in a correct way, even without by-laws, and I think the
plain statement that the directors, or the shareholders, whichever you prefer, “may
make by-laws” is sufficient.

By Mr. Emmerson:
Q. Do you think if we made by-laws governing the general manager that would
effect the same result?—A. Personally I think the general manager should be con-
trolled by the Finance Minister, or by some department within his jurisdiction.

By Mr. McCurdy ;

Q. Would you agree with the proposition that the shareholders should be
acquainted with these loans to interested parties, that is, the directors who are making
the loans? Do you see any objection to the shareholders passing on loans required by
their own directors?—A. The limit of loans to a director should be the same as to any
other customer of the bank.

Q. Yes?—A. None whatever, it will even be desirable.

By Mr. Sharpe (Ontario) :

Q. As a business proposition, and on the ground of principle, should it not be
against loans to officers and directors of the bank? For instance, the annual meetings
of the banks are not very well attended, as a rule. The directors usually control the
situation, they can pass any by-law they think desirable in regard to this or any other
matter, that is the case, is it not?—A. Yes.
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Q. Well, do you think it is good banking to allow the directors to loan to them-
selves under any circumstances?%—A. A director should be treated the same as any
other customer.

Q. Of course if you admit the principle is bad for the large amount it would be
just as bad in principle for the small amount. Would it not be better to eliminate
borrowings altogether by their own officers, loans to their own officers%—A. To their
own officers? .

Q. Yes, to directors and managers.—A. Well, the directors, it very often happens,
are the best and most active supporters of the bank.

Q. They are all the more dangerous for that reason.

By the Chairman:

I would suggest that the members of the committee allow Mr. McLeod to give
his opinion and not try to put words in his mouth to secure approval of some sugges-
tion of their own. I am not finding fault, but merely throw out the suggestion.

~ A. Tt is very often difficult to get good directors; that is one.of the most difficult
things that a bank has to contend with, to get suitable directors.

Q. The Evening Post of New York City, commenting upon the Pujo report, deals
with that question, as follows:—

‘That officers of a bank should be forbidden to borrow from their own banks
is, we believe, a principle which ought to be enforced. To forbid officers and
directors to participate in underwritings to which their banks are committed,
raises exactly the principle brought out by some of the recognized abuses of life
insurance company finance before the new insurance law of 1905.

Condemning the principle of loans to their own officers %—A. Quite sound.

Q. Just one question there. There is an essential difference between an officer and
a director of a bank. I understand Mr. McLeod to say that in principle the loaning to
officers of the bank, managers, general managers and others, is bad, but the question as
to loans to the directors of the bank does not necessarily come under the same con-
demnation %—A. No.

By Mr. Sharpe (Ontario) :

Q. Seeing that the officers are appointed by the directors, wouldn’t there be the
same objection to loaning to those who direct and appoint the officers as to loaning to
the officers themselves %—A. No, provided that the directors sanction all loans to officers,
and that no loans are made to officers except those sanctioned by the directors and that
the amounts are moderate and fitting.

Q. I am speaking now about loans to directors, are they objectionable ?—A. If you
will allow me, you sometimes use the word officers’ and sometimes ¢ directors.’

By the Chairman:

Q. As to loans to directors should they be allowed >—A. They should not be pr(g-
hibited, they should be limited the same as other borrowers.

By Mr. Sharpe (Ontario) :

Q. Then should that amount be limited by the provisions of the Bank Act or by
by-law of the shareholders?%—A. I have made the suggestion that all loans be limited
by the Bank Act and that the limit should apply to the directors as well as to other
customers.

The CuamrMAN.—Will you permit me to make one suggestion to the committee?
‘When a man is intensely interested in the subject it is hard to limit his questions to
points upon which we want to get the views of the witnesses before the committee. We
are desirous of getting the unbiased opinion of those gentlemen appearing before us of
what is the most desirable thing to do, and I would appeal to the members to kindly
refrain from asking leading questions intended to secure from the witness endorse-
ment of their own particular views.
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By Mr. McCurdy :

Q. Before leaving this section I would like to suggest another question. M.
MeLeod, very properly, I think, recognized the danger of loans to servants of the bank.
He suggests that loans to directors should be limited. Can you, Mr. McLeod, suggest
any way to overcome the following condition: you know in the development of joint
stock trading a large number of private enterprises are organized in the form of limited
liability companies, and while under the present Bank Act we have a column provided
in returns to show the total loans to directors and firms in which they are partners.
That does not necessarily show loans to an incorporated company in which a director
is practically the sole shareholder. Can you suggest any way whereby that might be
covered by the returns?%—A. It could be covered by the statement in the return. If I
may I would like to make a further statement with regard to loans to bank officers. 1
have said that these loans should never be made without the authority of the directors.
The directors are the employers of the officers and they are not likely to loan them
beyond what they should receive. It is often desirable to make a loan to an officer, he
may be a desirable officer, one that the bank cannot very well afford to lose, he may have
got a little into debt, perhaps the bank may have been paying him too small salary, and
it will not do to leave a bank officer in debt, his debts should be liquidated; if you
leave him in debt you leave temptation for him to go astray, and in these cases the
directors should be allowed to make loans to the officers of the bank to a moderate
extent.

The Cuamman.—We will now take up sections 43b and 77. These clauses relate
to the bank’s prior claim on its own stock when that stock is owned by a borrower from
the bank. At present before that stock can be transferred the bank satisfies its claim
against it; it is proposed by Mr. McCurdy that sections 436 and 77 be struck out of
the Bill so that the bank shall hereafter have no prior claim on its own stock when the
transfer takes place. The committee would like to hear what Mr. McLeod has to say on
that%—A. I think it is not very important. In my whole experience in the Bank of
Nova Scotia, which goes back thirty years, I cannot recall a single instance i which
we realized on the bank stock of the debtor.

By Mr. Sharpe (Ontario) :

Q. Is it a good principle, though, to give the bank a privilege which no other stock
company enjoys*—A. Well, it may limit the expansion of business by striking it out.
A bank never lends to a stockholder unless it is on his own credit, or a bank that is well
managed should not lend to a stockholder unless the man is worthy of credit. 1 do not
think there is any objection to striking it out.

The CuairMaAN.—Section 54 deals with the annual statement, and several resolu-
tions have been proposed calling for fuller details, among others that under bills
payable “and all acceptances” shall be include din the statement of labilities. We
would like to hear what Mr. McLeod’s suggestion is as to how these fuller statements
of liabilities and assets may be made more comprehensive and more valuable to the
public?—A. I think every liability of a bank, whether direct or indirect, should be
expressed on the statement. The amount of sterling bills of exchange and all accept-
ances should be shown.

The CuairMaN.—Have the committee any questions to ask Mr. McLeod on that?

By Mr. McCurdy :

Q. In your opinion, would there be any objection to add a memorandum to the
form issued by the bank of Nova Scotia (giving a detailed list of securities owned by
the bank), showing the cost of the securities, so as to enable a shareholder to determine
what his property is really worth?—A. I think there would be an objection to that.
The shareholder is able to ascertain what his property is really worth by the listed
quotations for the securities.-
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By Mr. Sharpe (Ontario) :
Q. Should these returns be fortified by an afidavit?%—A. I do not think an afidavit
adds any value.
Q. Should ‘cash in transit’ appear in statement?—A. It should be striken out.

By Mr. Maclean (Halifaz) : :

Q. On what grounds?—A. It is a statement under which almost anything can be
included. There may be a draft drawn between Montreal and Winnipeg, a sight draft
or three days’ sight draft, that might be called cash in transit, it may go to Winnipeg,
be refused, come back to Montreal, go back again, and so on, and all the time it will be
called cash in transit. The term would also cover past due bills sent to be collected at
another point. It is an item under which things may be included that should not there
appear.

By Mr. Emmerson: :

Q. Would there be any objection to having in each statement furnished, details as
to the maximum of interest paid by the bank and the average rate of interest paid on
deposit? —A. You mean the avérage interest rate paid on deposit, on savings accounts
and deposits on interest? I don’t think there would be any objection to that. It only
multiplies the detail, that is all, and useless expense is not desirable.

Q. I am referring to the bank statement furnished to the Minister of Finance
under this Act. Would it not be desirable to have in those statements detail of the
value of the bank premises?—A. That is not shown or known by the statements to-day.
Even shareholders have not that information. Would it not be desirable?

The CHAIRMAN.—That is provided for on page 23, line 5: “ bank premises, at not
more thaq cost, less amounts (if any) written off.”

By the Chairman: -

Q. I would like to ask whether it would not be desirable, when valuing bank
premises and publishing their valuation, to give the assessed valuation as well. Is it
not a practice among banks, very frequently, to take their bank premises at a valuation
very much lower than their assessment?—A. I think the practice should be to show

them at practically a nominal figure. i
Q. Why should banks own their real estate at less than what it is really worth?

—A. Tt is often almost a liability instead of an asset.

By Mr. Nesbitt:
Q. Who is to judge what it is really worth?—A. The general management and the
auditor might certify to it.

By Mr. McCurdy :
Q Under section (p), Mr. Ames referred to the provision for the new returg;
It reads “bank premises, at not more than cost, less amounts (if any) written o.
That is very general. Would there be any objection 1o having it read “bank prem-
ises at cost,” and then provide another line, “less amounts written off 7%—A. An
unenecessary detail, T should think.

By the Chawrman:

Q. Supposing the Bank of Montreal had purchased a corner on St. Catllzlerma
“street at $1.50 a foot, twenty years ago. To-day it is worth $30 a foot. Would yon
advise them to put it in at cost?—A. At not more than cost.

By Mr. Turriff - b 2
Q. What is the objection to a bank return showing the real value of its property
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Hon. My. WHITE.—What is its value?

Mr. Turrirr.—Its actual selling value. How do you know the value of any
property ? _The Canadian Pacific Railway Express Company have a corner in Mont
real where the old St. Lawrence Hotel used to stand. I was told yesterday in Mont-
real that the lot alone, without any building on it at all, would sell for $1,000,000.
The Bank of Montreal is a hundred yards away, if that, and consequently must be
worth a good figure. Why should a bank not make a true statement as to its assets
as well as to its liabilities?—A. The main objection in the case of bank premises is
that you cannot pay debts with bank premises.

Q. You could if you sold them?—A. But a bank never sells its premises. When
_you come to look at a bank statement you want to consider what banking resources
it has. 1t is only clouding the statement to put in the actual value of bank premises,
bad debts and other unrealizable things.

By the Chairman:

! Q.~You‘r idea is that a bank should underestimate its premises rather than over-
estimate them?—A. In the ordinary cases, yes.

Hon. Mr. Warre—There is another thought there which I think should be con-
sidered. Tt comes down to the question of value. I have had a good deal to do with
the valuation of property. I do not know that there is anything much more difficult
than that or about which men’s opinions differ more widely. You may be able to
ascertain the value of land. You buy a lot and erect on it a building suitable only for
bank purposes. ILet us say in Montreal, for example, that there is one lot of a hun-
dred feet frontage with a building on it that cost three or four hundred thousand
dollars and useful only for bank purposes. Supposing you desire to realize on that,
what price could be obtained for it?

Mr. SuARPE (Ontario). —Some other bank would buy it.

Hon. Mr. WaHITE—Other banks are supplied with their own offices. I have had a
great deal to do with the valuation of property, and after you have sunk a great deal of
money in a building you have to consider, when you come to value it, what it would
gell for. T think myself that substantial sums should be written off for bank premisew
because they do not represent realizable value or anythmg like the amount spent ir
them.

Mr. McCurpy.—We should surely be justified in assuming that if a bank pays
$100,000 for its premises they are worth $100,000 to that bank. The only point T
wish to make is this, that the shareholder is entitled to know what is done with his
money, and if jour suggestion is followed and the total amount of bank premises
written off, he has no guide by which to make a valuation of his shares.

Hon. Mr. WaitE.—~T don’t say it should all be written off. If you include the

buildings of the banks throughout the country in bank assets there would be a great
over-statement of value.

Mr. McCurpy.—The shareholder is certainly entitled to know the assets possessed
by his bank and what has been spent on the property. The cost or value of the pro-
perty should, I think, be shown somewhere, if only in the shape of a memorandum.
My idea is that there should be some value placed on the premises. We had a case in
Canada, of one bank returning its premises at $600,000, and then they suddenly
swelled to $4,000,000 or $5,000,000. Now, in that case there was an opportunity of a
grave injustice being done to shareholders of that bank and especially to him who sold
or bought shares before the new valuation was shown in the Government return. He

The CuARMAN.—Would not that come out in a shareholders’ audit?

The CaAIRMAN.—Would not that come out in a Shareholders’ Audit?

Mr. McCurpy.—I do not care low it is brought out, so long as the proper safe-
guards aré intioduced to cover the case.
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By Myr. Rhodes:

Q. I would like to ask for your opinion of the policy which has been pursued
by most banks, during past years, in building unduly expensive bank buildings %—A.
I think banks have gone too far in the line of extravagance.

Q The suggestion has been made by men of some experience, that it would be
wise 1) insert a provision in The Bank Act, limiting the amount which banks could
lock up in bank premises to a certain percentage of their capital and reserve. Would
such a course commend itself to your good judgment?—A. It has some features that
commend themselves, but then it might retard the development of the country to some
extent.

Q. I want to put this purely in the form of a question. In your judgment, has
the policy of locking up too much money in expensive bank premises been brought
about by competition among the banks; that is, one bank vieing with another in the
construction of expensive premises?—A. I do not think there has been any competi-
tion of that kind. Some of them are building for the future rather than for the pre-
sent, and perhaps go a little further than I would feel like justifying.

Q. You have stated that you think they have gone too far. Do you mot think it
is the result of undue competition?—A. I do not think so.

Q. Do I understand that you would attach no importance to a provision in The
‘Bamk Act, limiting the money to be spent on bank premises to a certain percentage °
of capital and reserve?—A. The limitation if made at all, I think, should be the
amount that they should show on their balance sheet as representing bank premiums.

Q. This is quite true from the standpoint of the bank, but speaking from the stand-
point of the shareholder should not he be protected by having the bank prevented from
putting into bank buildings such large amounts of money?—A. It might retard de-
velopment. Some banks, in deciding that they will open a branch, will build for the
future rather than for the present. They will not be satisfied with a temporary struc-
ture, and rather than go into new places without suitable premises they may stay out
altogether.

By Mr. Turriff :

Q. Do you think that the practice that has been in vogue in the past of under-
valuing properties has a tendency to deceive the public in a sense. For instance, take
the case of the Bank of Montreal which for years carried its property at $600,000 in
its statement when it was well-known that it would sell for over $6,000,000. Then,
suddenly, their valuations were raised two or three millions dollars. Does not that lend
itself to cover losses made in other directions altogether and thereby the shareholders,
and specially the public are deceived in the matter? Does it not lend itself to that?—
A. If it covered losses made elsewhere, the statement of the full value of the property
would deceive the public. But if there is an allowance made in the bank premises to
cover the probable losses elsewhere, then the statement is practically a true one.

Q. But supposing a bank makes a loss of $5,000,000 in the ordinary line of busi-
ness, and it can cover that up by revaluing its property, and the public does not know
anything about its methods, it seems to me such a practice enables the bank to deceive?
—A. That would be a very exceptional case.

Mr. SHARPE (Ontario).—Would that not be obviated by having the assessed
value of bank premises put in the statement?

By the Chairman :

Q. What would be your opinion, Mr. McLeod, of having paragraph (»), of §e?tion
54, give not only the bank premises as they were valued, but as the assessed civic or
municipal valuations set them forth%—A. My idea on this valuation of bank premises
is a very limited one. I think they should be written down to practically a nominal
value, and T am not in favour of any other course. If you take your loans, no matter
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how careful you value, the value is almost always in excess of the actual value. Your
bank premises can never be used for the payments of the bank until it is in liquidation,
therefore they should not be put down anywhere where they are liable to deceive.

Mr. SuArPE (Ontario)—What is the penalty for making false returns to the
Government ?

Hon. Mr. Waite.—Five years, according to section 157.

By Mr. Sharpe (Ontario) :

Q. In your letter to the Chronicle, dated February 23, 1910, you made reference
to a number of banks that were sending in incorrect returns as follows:—

“Of thirty-four banks reporting to the Government in January, 1905, at
least nine were sending in incorrec returns.”

Would you be in favour of increasing the penalty?%—A. I do not think penalties
have any effect at all.

Q. Because they are not enforced at all>—A. They are never enforced, and it is
only necessary to move outside the boundaries of Canada to be safe in the matter.

By the Chairman:

Q. In section 91, it is stipulated that 7 per cent is the legal rate of interest, could
a bank without very great trouble prepare a statement showing how much of its loans or
discounts are carried at a rate of interest exceeding 7 per cent?—A. It would not be a
difficult matter.

Q. Could a statement of that kind be furnished without very great difficulty ?—
A. I think so.

Q. Could deposits be so classified, without entailing a great amount of figuring on
the part of a bank, as to show what portion were in the savings bank —A. It is diffi-
cult to say what deposits are in the savings bank. Some deposits may be on ordinary
current account and bear interest. The best method would be to classify deposits as
“deposits bearing interest” and “ deposits not bearing interest.”

Q. Supposing it was thought desirable to ascertain what is popularly known as the
savings of the people as distinguished from money placed by commercial institutions,
would it entail a great amount of labour on the part of the bank to make this distine-
tion —A. It would entail a great amount of labour.

Mzr. Turrirr.—I would like to ask the Finance Minister if he has taken cognizance
of the statement made by Mr. McLeod a couple of years ago that out of a total of
thirty-four banks at least nine were sending in incorrect returns.

Hon. Mr. WaiTe.—The chances are that my predecessor took cognizance of it.
Mzr. TurrirF.—I am not going to ask him now about his predecessor.

Hon. Mr. Warre.—If I had such knowledge, you would know what I would do.
I would act promptly—I always act promptly. The difficulties of two years ago were
all cleared up before I came to office.

By Mr. Turriff:

Q. Has Mr. McLeod any reason-to think that all these things have beeh cleared
up %—A. The statement I made was true. The statement was conservative and was
justified by the facts existing at that time. It was made to enforce an argument, and
for a beneficial purpose. I think no good purpose will be served by going further into
the details with regard to these falsifications.

By Mr. Sharpe (Ontario) :
Q. You were making an argument for external inspection at that time?—A. Yes.

Committee adjourned.
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MINUTES OF PROCEEDINGS.

House or Commons, Roox 101,
THURSDAY, April 3, 1913.

The Committee resumed at 10.30 a.m., the Chairman Mr. H. B. Ames, presiding.
The examination of Mr. H. C. McLzob, resumed.

Mr. Hueres (Kings, P.E.I).—I would like to ask Mr. McLeod a couple of ques-
tions in connection with the paper which he read before this Committee yesterday, and
perhaps this will be the best time to do it.

The CBARMAN.—Will the questions fall naturally under some of the other points
which we are about to discuss?

Mr. Hucues.—I am not sure of that.

The CHAlRMAN.—Because if they are with reference to the first fifty sections we
can naturally deal with them now, but if they refer to some matters which are to
come up later I think it will be far better to leave them until the time when those
subjects will be under discussion.

Mr. HuGHES.—Tt is with regard to the excessive loans by Canadian banks, the
loans are 73 per cent of the total assets, while the banks of other countries loan 53
per cent of their total assets. That is the point I wish to ask about.

The CHARMAN.—That comes naturally under clause 56, shareholders audit. We
will take that up if you like after Mr. McLeod finishes with the audit. We dealt with
the first six paragraphs on our memorandum yesterday, and Mr. McLeod was this
morning to give us his views on the matter of the system of audit and inspection
which is covered by Section 56 of the Act, and whieh as you know it is proposed to
amend as shown in Exhibit A of main Questions. Now we would be glad to have
Mr. McLeod’s views as to the system of bank audit—A. My views are very fully
expressed in a pamphlet that I have issued, and which I would be glad to furnish to
any member of the Committee. The pamphlet was issued in the fall of 1909; my
views have not undergone any change or modification, and I do not think there is
anything I could add to the subject matter in that pamphlet. (See Exhibit No'z.)

By Mr. Nesbitt:

Q. Do I understand that in that you recommend government inspection?—A.
Not necessarily government inspection, there are two or three forms of inspection.
I took the ground that there should be some form of inspection and that it should be
an efficient form. If you wish to ask me about this form of inspection that is pro-
posed by the Government I shall be glad to give you my views.

By Hon. Mr. Whate:

Q. I would like to ask Mr. McLeod a few questions with regard to that subject
as his experience is very valuable. As I understood you yesterday, Mr. MecLeod, your
view is that there should be a Board of Inspectors nominated not by the C-apadlan
Bankers Association, but by the general managers of the Canadian banks, is that
right?—A. Yes, Sir, that is correct. : T o

Q. I have understood, whether correctly or incorrectly, tl.lat in your Y1ew ]]‘t
would be probably the ideal system, is that right?—A. T think it the best system tha
has ever been proposed.

2—9
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Q. Am I right in this statement that in the United States the clearing house
associations of the banks have inaugurated a system of bank inspection which has
proved fairly satisfactory say in Chicago, New York and other large centres?—A.
The clearing houses have in several places inaugurated an inspection that is most
beneficial, complete and effective.

Q. I understand that the Canadian Bankers’ Association had under considera-
tion some time ago a plan whereby the Association would inaugurate an inspec-
tion system of the Canadian banks. - Afterwards there was some dissent among some
of their members as to that, at all events there was not unanimity. I wunder-
stand you think that would not be advisable, am I right in that or not?—A. To
inaugurate the system proposed by the Association to which you refer would be very
inadvisable. ;

Q. Inadvisable?—A. Under that system the banks with influence might go free of
inspection altogether, the banks with little influence would be inspected, the influential
might not be inspected.

Q. You think that if the general managers of the several banks were to nominate
the Board of Inspectors that board would be a very useful organization?—A. Very.

Q. Or board —A. Very.

Q. And that would be, as I gather, in your view an ideal system, or the best
system %—A. I hold that view very strongly.

Q. Now let us get back to the other form, including what I have inserted in the
Bank Act. As I understand it you established a system of audit in connection with
your bank, you are the pioneer of that?—A. I borrowed the system adopted by the
Scotch banks, and imported, if I may use the term, two Scotch auditors to audit the
Bank of Nova Scotia.

Q. So that the system you instituted in connection with the Bank of Nova Scotia
is the system that is in vogue in Great Britain?—A. Exactly.

Q. As I understand the system you inaugurated, your shareholders appointed
auditors at their annual meeting, is that correct?—A. No, that is not correct. The
auditors were brought out by me, with the consent of the Board of Directors, the
shareholders had nothing to do with it.

Q. I see, so that what you did was a voluntary act on your part, and on the part
of your Board because, of course, the Board had consented —A. Yes.

Q. So that the auditors that you brought out or appointed were really appointed
by yourself in a sense, and with the authority of your Board of Directors?—A.
Exactly.

®Q. Was it possible for that firm of auditors to inspect all the branches of the
Bank of Nova Scotia?—A. No, it was not necessary.

Q. It was not necessary—was it possible?—A. No.

Q. On account of the number of branches?—A. On account of the number of
branches. N :

Q. And that firm of auditors inspected at the head office, of the Bank of Nova
Scotia and its principal branches?—A. Yes, three or four of the principal branches.

Q. Was it your idea that by doing that you got a satisfactory report as to the
regularity of all transactions in connection with that bank?—A. There can be no
doubt, that in any bank that is well managed, that has a good system of accounting,
there is absolutely no difficulty for an intelligent auditor, a man who is accustomed
to credits, to ascertain in a very short time whether a bank is sound or unsound.
Not only that, but he should be able to ascertain within a very short time almokt,
the exact value of the stock of that bank. !

Q. So that when you appointed a reputable firm of auditors to check up the
transactions and audit the business of the bank for the purpose do you or do you not
feel that would be a valuable safeguard to the depositors?—A. I knew it was not
necessary in the case -of the Bank of Nova Scotia.
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Q. Quite so—A. But I was carrying on a campaign at that time for outside
bank inspection, and I thought it would be an object lesson, and possibly induce
the other banks to follow in the same course, and thereby benefit the banking business
of the country. S

Q. T might say that, subject to what I shall say a little later as to the qualifica-
tions of auditors, it was the plan that you inaugurated that we have introduced into
the new Bank Act, as you are probably aware. Now, I want to ask you, Mr. McLeod,
as to how you differentiate audit and inspection. You used the words “ external
inspection” and the word “audit” has also been used. What, in your opinion, if
any, is the distinction between the twpo words?—A. I have used the two words as
synonomous terms and they practically mean the same thing.

Q. I had the idea, probably because it is very important you know to define
terms, that “audit” in the general acceptance of the terms is a verification of
account, checking of securities, and not, necessarily a passing upon the value of the
accounts, and the assets of a bank consisting of personal obligations. That has been:
my view with regard to audit. I just want to explain that before I go any farther.
Inspection, on the other hand, has implied to me that the inspector would pronounce
upon the character of the assets, that is to say for example it may be a timber cutting
company in British Columbia had a credit with the bank of a million dollars and had
used it; with a thorough inspection the inspector would have to pronounce upon
the character of that loan with many others. When T used the word “inspection”
I mean more than audit which usually means—of course I have had it in mind ‘that
an audit would go this far—attention of the auditor was drawn to any account or
asset that appeared to him to be of doubtful value, he should call attention to it and
look into it, but subject to that I had the opinion that “audit” and * inspection”
were two different words. I want to ask you with regard, I understand you have some
experience——A. Pardon me, might I answer that before you go further.

Q. Yes, by all means.—A. It is the custom of the Scotch auditors to look very
carefully into the value of assets, particularly large credits.

Q. Under the audit system that you established ?—A. Yes.

By Mr. Nesbitt:
Q. They looked into the value of the assets?—A. Into the value of the assets.

By Mr. McLean (Halifax):

Q. That meant current loans charged?—A. Yes, current loans, and I may say
that if there was an account in the bank we were not proud of that was the account
they asked about. I'do not think they missed one of them, the audit made by these
gentlemen was what you would term “inspection.”

By Hon. Myr. White: \

Q. Let me ask you then, supposing the system provided for in the Bank Act was
precisely the system or was made so as to be in effect the system that you established
in connection with the Bank of Nova Scotia, with the explanation you have given
as to the duties of the auditors, would you say it would be reasonably effective or
not?—A. It would be an improvement, the Act under consideration is an improve-
ment, but neither would be sufficient. _

Q. Neither would be as good as a board nominated by the bank managers such
as you have mentioned ?—A. No.

Hon Mr. WHITE.—I am disposed to agree with you.
By Mr. Nesbitt:

Q. With respect to those bank managers appointing the auditors or inspectors
would you give each general manager a voice, and equal voice, on that board, no
matter what the size of his bank would be?—A. The vote of the general manager of

2—93
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the Bank of Weyburn would have as much force in appointing an auditor as the vote
of the general manager of the Bank of Montreal.

Hon. Mr. WaItE—Now I want to ask you, you have had some experience in
the United States——

By Mr. Nickle:

Q. Before passing from this point, if you will permit me, Mr. Minister, I
would like to ask Mr. McLeod if the Bank of Nova Scotia audit was not wider than
provided for under this Section 56, which declares that the duty of the auditor
shall be “to check the cash and verify the securities of the bank at the chief office
of the bank against the entries “in regard thereto in the books of the bank.”

Hon. Mr. WHITE—And further they may investigate the other branches—look
on further in the Act. 4

Mr. NIcKLE—But only as against the entries in the books, not as to the valua-
tion. The Bank Act, as I understand it, does not go as far as you have gone.—A. No.

By Hon. Mr. Whate:

Q. (Reads) “The auditors shall make a report to the shareholders on the
accounts examined by them, on the checking of cash and verification of securities
referred to in the next preceding sub-section, and on the statement of the affairs of
the bank submitted by the directors to the shareholders under Section 54 of this Act
during their tenure of office, and the report shall state,—

(a) Whether or not they have obtained all the information and explanation
they have required ;

(b) Whether their checking of cash and verification of securities required
by sub-section 13 of this section agreed with the entries in the books of the bank
with regard thereto;

And further—and this is very important— whether in their opinion the state- -
ment referred to in the report is properly drawn up so as to exhibit a true and correct
view of the state of the bank’s affairs according to the best of their information and
the explanations given to them and as shown by the books of the bank.”

Mr. NickLE—Sub-section 14 refers to sub-section 13, and the verification in
reference to the entries in the books, and stops inquiry into the value of the assets.

Hon. Mr. WaitE.—If, by any chance, when we come to that, verification has not
been covered, we shall see that it is covered.

By Hon. Mr. White:

Q. T want to ask you—you are familiar with the system of inspection in the
United States—a question regarding that. I find that Mr. Murray, in a recent investi-
gation of financial and monetary conditions in the United States, before the Pujo
Committee, said: “ The whole question of bank examination is illogical and unscien-
tific and simply impossible under the present law.” Mr. Untermyer, who was counsel,
I think, for the Committee, says: “ It is superficial under the present law.” Mr.
Murray replies: “Yes, no one has denounced that any harder than I have” Of
course, this is just an extract of a few questions and answers from the report; but
I would like to have, for the benefit of the Committee and myself, your view as to
that examination in the United States, and as to whether you agree with what Mr.
Murray has said as to its being unscientific and impossible. That is the government
inspection they have over there.

Mr. Suaree (Ontario).—Are the particulars given?

Hon. Mr. Waire—No, it seems to be a general statement.
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Mr. McLeop.—I have said in my writings on the subject that the system of
the United States is very imperfect, and in that I agree with the statement of the
Comptroller of the Currency. They have a small number of inspectors to an enormous
number of banks, and it is impossible for the inspectors to do satisfactory work in
the time allotted to each bank. At least, that was the condition at the time I studied
the subject closely. In addition to the national system, each state has an inspection
of its own state banks. Some States have better systems than the national system.
- The method of inspection may be unscientific and imperfect, yet the benefit derived
from that inspection has been very great. As I have not a copy of my pamphlet
here, I cannot give you figures; but I showed in that pamphlet that the number of
national banks failing in the United States since the esablishment of the National
Bank System, was very small as compared with the percentage of failures in Canada.

By Hon. Mr. Whate:

Q. That is as to number?—A. Yes, but the comparison may be made in any way
you like, capital involved or otherwise, and the disparity is always very great. Before
the National Banking Act was established there were, as you all know, a great many
failures, and I believe that this unscientific and imperfect method of inspection in
the United States has saved that country almost from financial ruin. In fact, the
banks could not exist at the present time without a form of inspection.

By Mr. Thompson (Yukon) :

Q. I understand, from what you have said, that there are two classes of inspectors
as there are two classes of banks, that is, the national bank and the state bank. Am I
right in thinking that there are national inspectors as well as State inspectors?—A.
The national inspectors inspect the national banks, the State inspectors inspect the
State banks doing business under State laws.

Q. Recently I was in the Wells Fargo Nevada National Bank in San Franecisco.
Do you know if that bank is a State or national bank?—A. A national bank, I think.

Q. I happened to be there when the inspection was taking place and the cashier
introduced me to the inspectors. Two men were seated at the table, government
officials, who were passing in review the assets of that bank, in order to make up their
report. I just was wondering if the two classes of inspectors acted in harmony or
whether they moved in different spheres?—A. They rarely act in harmony unless in
time of crisis.

By Mr. Hughes (Kings, P.E.L.) :

Q. You say the percentage of failures is much greater in Canada than in the
United States. In making that comparison, did you take into consideration the
different systems; that is, the banks in Canada have a great many branches, while
there are no branches in the United States? Would it not therefore be a fair com-
parison to include the branches of banks? There are twenty-six banks in Canada and
if two failures occurred in a year the percentage would be thirteen per cent. Now, a
great number of banks would have to fail in the United States to make up that per-
centage —A. The better comparison would be by capital involved.

By Hon. Mr. White:

Q. T would like to ask at a little greater length about the system of government
inspection in the United States. From what I have read on the subject, I understand
that the government inspector goes. into a bank to inspect the cash and securities, and
I presume he has acquired knowledge, or some knowledge, as to the value of_commer-
cial paper at that particular point. Perhaps you can tell me whether that is s0. Is
the government inspector supposed to be familiar with the quality of the paper in that
particular office? Should he have a general knowledge about it?—A. One of.the
unscientific features of the American system is that the appointment of an examiner
is usually a political appointment.
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Q. We might be able to avoid that here, but in the United States, you say, it is
a political appointment.—A. Yes. The inspector is appointed for a certain section,
and in that section he acquires, after a time, a very considerable local knowledge and is
able to judge fairly of the value of paper. In the large cities he is gccustomed to con-
sult with the clearing house, particularly if there is any sign of trouble.

Q. Let me go one step further. Supposing that instead of a single bank system
(that is to say, one office system, because they have no branches in the United States,
speaking generally) that those government inspectors had to pronounce upon the
character of the paper (which of course is a very large percentage of the entire assets
of any bank) of a bank whose head office was in New York, say, with branches, hun-
dreds of them, scattered all over the Union, in Canada, in the West Indies, and say an
office in London. What would be your opinion as to the value of the judgment pro-
nounced by a bank examiner, appointed as you have indicated, with respect to the
paper of that bank having branches geographically located as I have indicated and to
the number I have mentioned —A. I do not think the judgment of a local inspector,
with a limited horizon would be as valuable as that of an inspector of the whole bank
viewing conditions from the head office. It is not necessary to go outside the walls
of the head office in order to get all the information necessary.

' Q. The clearing houses in Chicago and New York have established an inspection
gystem of their own, as it is in their interests to know the financial standing of each
bank in the clearing house. Would that indicate that they are satisfied with the system
of government inspection? If they had been content to rely upon the government
inspection, would they have taken this step? Did they not take this step with the idea
that it gave them greater security %—A. The reason, I believe, is that they know the
imperfections of the generdl system, that is, the national system. They want to go
further to protect themselves; particularly as in times of stress each bank may be
called on to guarantee the others, when it becomes necessary to issue clearing house
certificates. There is a clearing house inspection in almost all the principal cities of
the United States. Further, the bank directors employ an expert to make an inspection
on behalf of the directors. The directors’ inspection and the clearing house inspection
are more thorough than the national inspection.

Q. The clearing house inspection is the most thorough?—A. Yes, and next comes
the directors’ inspection. -

Q. If the objections were removed—I am not suggesting at all that they can be—
the Canadian Bankers’ Association could act in some way as the clearing house. The
inspection would be analagous if it could be done fairly, and I suppose it could not?—
A. T am sure it could not. :

Q. Therefore, as T understand it, you suggest as the best system as an alternative
to that, it should be a board nominated by the bank managers?—A. I do.

By the Chairman :

Q. Do I understand that your idea would be that the bank managers from the
twenty-six banks in Canada should select a board either from among their number or
outside, and that that board should determine the names of competent auditors to
carry on bank inspection ?

MR. SHARPE (Ontario).—The witness did not say that.

Mr. MoLrop.—I suggested that the bank managers should appoint a board of
inspectors.

By the Chairman:
Q. To appoint a board of inspectors direct?—A. That that board should have a
chairman ; that there should be quite a number of inspectors.
Q. Named by the board —A. Named by the general managers on the part of that
board. These inspectors would do the work of inspection; they would report to the
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chairman of that board. The information acquired by that board, and by its chairman
would never be communicated to the Canadian Bankers’ Association unless it became
absolutely necessary; and then it would be communicated, I should suggest, by the
chairman of the board to the Finance Minister; and the Finance Minister should take
it up with the banks.

By Hon. Mr. White:

Q. Would the banks pay for the expense of that?—A. Yes.

Q. Would this Board of Inspection have the power to say to the individual bank:
You’'must not make that loan, oryou must reduce this loan? In other words, should
they have any power, in your view, to interfere, so to speak, in the management of the
bank so to say: That loan is too large; you must curtail it; or you must increase
the amount of loans you have outside of Canada, or diminish the amount of loans;
you must keep more liquid assets. Would they, to that extent, be able to interfere
in the internal administration of a bank? For example, suppose that cash reserves
or liquid assets, in their judgment, were getting too low, would the board have author-
ity to say: You must change your policy and increase the amount of your liquid
assets, or diminish your loans, say, upon commercial paper?—A. My view would be
that that board would act in an advisory eapacity; that it would suggest to a bank man-
ager that he was going, perhaps, too far, in one direction, and if their suggestion had
no effect, the board should then take the matter up with your department, or with
the Canadian Bankers’ Association, whichever course was proper.

Q. So that the Finance Department, or the Canadian Bankers’ Association,
might authoratively say: You must change your policy; you must maintain a larger
proportion of liquid assets or cash reserves; you must diminish your commercial loans;
or as the case may be. Your idea is that there must be an ultimate authority to com-
pel banks to comply with the advice tendered by this board?—A. That is my idea; and
I go further and say that that authority should be in the Finance Minister.

Q. So that the Finance Minister in the last analysis would really control the
operations of the bank.

Mr. SHARPE (Ontario).—I do not think the Finance Minister should endea-
vour to lead the witness. The Chairman has objected once or twice to attempts on
the part of members of the committee to put statements into the mouth of Mr. McLeod.

Hon. Mr. WaITE—If there is any objection, I would point out to Mr. Sharpe that
the question is based on a Bill as introduced by me. If that question is too leading,

I would be very glad indeed to change it. As I understand the witness, this board
named by the managers is to have, first, an advisory capacity.

Mr. SHARPE (Ontario).—That is the chief function. _
Hon. Mr. WHITE—Supposing that advice is not taken, is there any authorit_y
anywhere to compel the taking of that advice? As I understand Mr. McLeod, his

view is that preferable the Minister of Finance, or the Canadian Bankers’ Association,
should have power to compel a particular bank to accept that advice.

Mr. SuarPE (Ontario).—The witness stid not to interfere with particular
accounts, but with reference to the policy of the bank.

Hon. Mr. WraiTe.—It comes down to particular loans in the aggregate.

Mr. SHARPE (Ontario).—Not in reference to particular accounts.

Hon. Mr. Warre—Just let us develop that, because I think this i_s.of extreme
importance. Certainly I want to understand it, because the responsibility is more
particularly mine.

Mr. THoMPsoN (Yukon).—Do T understand that this proposal means that the
managers themselves will elect all the members of the board?

Hon. Mr. Waire.—That is Mr. McLeod’s idea.
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Mr. TrOMPSON (Yukon).-—I think it is of extreme importance to know the precise
point where authority lies.

Myr. SHARPE (Ontario).—Supposing there was no authority to interfere with
the policys just to act in an advisory capacity.

The CHAIRRMAN.—We can ask Mr. McLeod whether in his opinion that authority
should work through.

By Hon. Mr. White:

Q. I thought the Finance Minister, or the Canadian Bankers’ Association, should
then have the authority to compel the acceptance of this advice—A. One of the weak-

nesses of the American system is the lack of power in the comptroller to compel what
he recommends.

By the Chairman:

Q. Would you explain just again. Supposing it to be desirable to go further than
a merely advisory capacity, what would you then recommend?—A. I would recom-
mend that the matter be referred to the Minister of Finance.

Q. What power would you put in his hands?—A. To take the subject up with
the bank. I don’t think he need take any compulsory action. The mere fact of his
taking it up with the bank, the mere fact that the department had the matter under
its attention, would be, I am sure, sufficient to correct any trouble, and no compul-
sory action would be necessary.

By Hon: M. Wite: "

Q. Let me put a concrete case, because it is concrete ‘cases I would have to deal
with. Take a situation like in the nineties, or in 1907, let us say, in which there
was great money stringency. ILet us say that the bank with an asset capital of
$100,000,000 had $25,000,000 in liquid resources immediately convertible either in cash
or call loans in New York or London, and had $75,000,000 in commercial accounts.
Supposing that this advisory board said to that bank: I want to increase your liquid
resources. That would mean of course that they would have to curtail their commer-
cial loans, would it not?—A., Yes.

Q. They advise that the banks must curtail their commercial loans. Supposing
the banks said: We do not agree as to this policy; we, having regard to our credit
and resources, and as to this $75,000,000 of commercial loans we do not think it
necessary to curtail. These commercial loans, of course, are an aggregate of all the
individual loans making them up. The Minister of Finance comes in, and he takes
the matter up. He would have to pass judgment upon the policy of that bank with
regard to the amounts of these commercial loans and the amount of its resources, and
would have to say: I want you to contract these commercial loans and increase your
liquid resources, as between the board and the bank. Would that follow, or would it
not? Would it be in your mind that the Minister in such a case, if the board of
advisers thought the liquid resources of the bank were too low, should take such
action as I have indicated in the event of the bank refusing to act?

The CuHARMAN.—It is a question between the board and the bank. The matter
comes to the Finance Minister. What should the Finance Minister do?

By Hon. Mr. White:

Q. And if he has no power, what can he do?—A. In the first place that recom-
mendation would come up from the board of auditors, or board of inspectors. Such
a recommendation is not likely to be made at a time of crisis, and if it was so made
it would not be an appropriate time for the minister, or any other authority, to say
to the bank: You must not take any drastic action. By taking that drastic action it
would only precipitate the crisis. I can hardly imagine that any competent. board
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of auditors, or inspectors, with the authority which it is proposed to give to this
board, would permit a bank to loan $75,000,000 out of their total funds of $100,000,000.

Q. I am only using, of course, hypothetical cases, because I understood you to
say yesterday that you were of the opinion that the banks had loaned more commer-
cially than they should.—A. I hold that opinion very strongly.

Q. If the Board of Inspectors agreed with your view, the chances are they would
hold that opinion would they not?—A. One object of the Board of Inspectors would
be to prevent that very situation from arising, and it could not arise if there was a
competent head to that Board of Advisers.

By Mr. Maclean (Halifaz) :

Q. Yesterday you stated that the provisi:)ns of the Banking Bill we are now
. considering, so far as the inspection clauses are concerned, would be ineffective unless
there was activity on the part of the Finance Department. Will you tell the committee
what you meant by that statement?—A. I mean by that statement that a bank may
appoint two men to attach their signatures to the balance sheet. These men may have
no capacity; they may not be auditors at all; and yet that statement goes out and has
the same credit with the public as if it had been verified by regular auditors, men of
capacity, and such verification would have absolutely no value.

Q. Where do you want the Finance Department active, then?—A. The Finance
Department would require to call for a more efficient inspection, or possibly for
particulars.

By Hon. Mr. White:

Q. As to this audit, which has been modelled after the audit that you inaugurated
in connection iwth your bank—could you make any suggestion as to what qualification
could be prescribed that would insure that the auditors were reputable men who would
not act in collusion with anybody? These directors have a system of auditing, but
it has been very difficult to lay down any regulations as to their qualifications. What
T would like to know is whether the Act could be amended, and if so, how, either by
having these auditors nominated by a certain individual or a certain association so as
to insure that they would be reputable men. For example: I understand that you had
confidence in the firm that you got. Now, could the Act be so amended, in your judg-
ment, and if so, how, as to insure the qualifications of auditors?—A. I believe I am
correct in stating that the Companies Act of Great Britain states the qualifications of
auditors.

By the Chairman:

Q. You refer to the Joint Stock Companies Act?—A. The Joint Stock Companies
Act. I am sure also that the Banking Acts, or similar acts, of Australia require quali-
fications. That legislation prescribes the different auditors—I might almost say the
auditors of the different schools—that would be eligible to be auditors. On the broad
question I am not very much in favour of the audit systems of Great Britain. Tt
has done an immense amount of good, but still it is not perfect. An auditor should be
a principal. He should be a man who recognizes the responsibility he is assuming in
auditing a bank.

Q. He should be a principal, not a subordinate?—A. Exactly. It is of no value,
or almost of no value, to have a firm of auditors send clerks out to audit a bank, because
they are only paid men with less capacity than an average bank clerk of three years’
service in any one of our banks, and an audit by men of that kind is of very little use.
For that reason I urge the appointment of a Board of Auditors who shall be men of
very great capacity in banking and on all subjects of credit.

Q. Would you favour the appointment of men as individuals rather than as
auditing firms%—A. As individuals? :
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Q. What I mean is, would you favour the appointment of these men on their
individual auditing merits rather than as firms?—A. I do not think you would be able
to get the principals of a large auditing firm to undertake the audit.

By Hon. Mr. White: >

Q. Take the audit which you establish, was that done by the principals of the firm
or by other competent individuals %—A. By the principals. I selected two gentlemen
that were accustomed to bank auditing in Great Britain.

Q. Supposing the appointment.of auditors selected in the manner you indicated
a few moments ago were approved either by the bank managers of all the banks, or by
the Bankers Association, would that bg a safe-guard or not?—A. That would be quite
an improvement

By the Chairman:

Q. From your experience of bank auditing, Mr. McLeod, would you regard a
chartered accountant, or a retired bank inspector, as the best man capable of auditing
a bank? I mean would an ex-official of a bank, or a chartered accountant, best accom-
plish the kind of audit which you desire?—A. I should hardly think that an ex-official
of a Canadian bank would be the most desirable man to be connected with the Board
of Auditors or inspectors.

By Mr. Thornton:

Q. You have stated that the Board of Auditors should be appointed by the bank
managers as a body, and you have also said that you would be opposed to the Bankers’
Association appointing that board. What is the difference between a combination of
bank managers and the Bankers’ Association? Are not the bankers practically nothing
more than an association of the managers of the various banks? Are they not the
controlling spirits in the Bankers’ Association and practically would not this Board of
Auditors be appointed by this association —A. The Bankers’ Association is very often
controlled by one bank. That one bank, through the control of the association, is able
to pass almost any measure that it may wish to pass.

Q. Would not the same thing hold good in this combination of bank managers
who would appoint a Board of Auditors?—A. I think not. I think the nomination
should be outside of the association, and each general manager would have a voice in
the appointments.

By the Chawrman:

Q. Would one or more of the general managers possibly exert a dominating influ-
ence over the rest?—A. Tt is possible, but it is less likely than in the Bankers’ Associa-
tion.

By Mr. Thornton:

Q. The manager of a small bank would have an equal say with the manager of a
large bank in the appointment of the Board of Auditors?—A. Exactly.

Q. Does not the Bankers’ Association practically consist of the managers of the
different banks, and do not these managers control the actions of the association? Has
not that been our experience in banking matters in the past?—A, In some sections
they might, but the Bankers’ Association has not very much authority, fortunately,
I think.

Q. Is it not true that the Bankers’ Association practically controls the situation
so far as banking matters are concerned ?—A. In fact the Bankers’ Association has
very little power, and they have no power until a bank fails. Then they have the
power of appointing a curator and so forth. With reference to the appointment of
auditors, if I may go back to your previous question, I have suggested that if two
general managers, or one-tenth of the vote, should vote agoinst any person who is
nominated for the position of auditor, that will prevent the appointment.
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By Mr. Barker:
Q. That bars the appointment?—A. That bars the appointment.

By Mr. Thornton: i

" Q. That would be your suggestion —A. I made the suggestion in the paper I read
yesterday.

By Mr. Armstrong (Lambton) :

Q. You have made the statement that one banker could control the Bankers’
Association. I could hardly understand that. In what way would a banker be likely
to control the Bankers’ Association —A. By influence. That has happened..

Q. Might that banker not be able also to control the men who are to appoint the
auditors *—A. That would be less likely if the appointment was made outside of the
Bankers” Association.

By the Chairman :

Q. With the managers acting in their individual capacity?—A. With the
managers acting in their individual capacity.

Mr. ArmstroNGg (Lambton).—I understood Mr. McLeod yesterday to say that
a trust company connected in any way with a bank was a menace to the banking
system in general. ‘Will Mr. McLeod be good enough to explain in what way such
affiliated company is a menace?

The CHARMAN.—Would the honourable member be willing to allow that to come
up at its proper place a little later in the discussion? That matter does mot relate
to the audit, but will come up later, on 76 B.

Mr. McLeop.—I will be glad to answer that question.

By Mr. Middlebro: :

Q. Following up your remarks with reference to the system adopted in appoint-
ing inspectors for the Bank of Nova Scotia. I understand those inspectors were
appointed at the instance of the directors and of yourself as general manager. Is it
not a principle of good auditing that the auditor should be appointed, not by the
majority of the directors, but rather by the shareholders as a check on the works of
the manager and directors?—A. It is, and it would be better probably to have the
auditor appointed by the Finance Minister if the government were prepared to
accept that duty.

Q. Following up my line of argument. You were willing to go to Sootlanc.i to
choose the best officers because you were perfectly satisfied that your bank was in a
good condition ?—A. Exactly. .

Q. You went there because you knew your bank was perfectly solvent and was
able to pass a good inspection?—A. Yes.

Q. Suppose your bank was in a very bad condition, and that you as manager had
so mismanaged the funds of the bank that it was not 'solvent, what protection would
there have been to the shareholders in having capable auditors appointed by_yourself
and the directors?—A. In that case I would not have had auditors appointed. I
would have opposed inspection.

Q. So the system which you recommend, and which you say is so good, would
be of no use for the very object for which it was intended.

Hon. Mr. WHiTE. Not if the officials were crooked.

’ By Mr. J:[iddlebro:

Q. In my opinion the auditors should be appointed b.y that ele'nilent oih ::;e
shareholders that are antagonistic to the Directors.—A. I quite agree wit e .
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Q. So that the whole matter boils itself down to this: Assuming that you can
get an auditor who is able, honest and impartial—assuming that absolutely—it does
not make any difference by whom he is appointed.—A. That is quite true.

Q. Then the question is: by what means can we best accomplish that object?
Would not this be a good suggestion: we know that the board of directors as a rule
control the shares of a bank.—A. Control the voting, rather.

Q. Control the voting by reason of the stock which they own, or stock which they
represent by proxy, so that the appointment of auditors by the directors is simply a
farce so far as security for the shareholders is concerned?—A. To a very large extent
1619,

Q. Then would not a provision in the Bank Act prohibiting directors, either for
the year previous, or for the year for which they are appointed, having any voice in
the appointment of the auditors, be a good suggestion? Then the appointment of
auditors would be absolutely in the interest of the general shareholders.—A. That
would not work out in practice.

Q. Why?—A. The directors control the shares of the bank, and practically all
shareholders are loyal to the directorate of the bank.

Q. As long as they are doing their duty?—A. As a rule so long as the directors
1epresent the shareholders the shareholders support the directors. Consequently the
directors can do what they like in the matter of appointments.

Q. So as soon as the directors lose the confidence of the shareholders their voting
power is gone, as it should be%—A. That is right.

Q. As soon as they lose the confidence of the shareholders their voting power
should go so that auditors may be appointed apart from their interests.—A. Yes. But
when the directors lose the confidence of the shareholders it is generally too late to
help that bank.

Q. That may be so, but there may be cases in which it would not be so?—A. Such
cases are Very rare.

Q. At any rate that would be a better system of appointing auditors than by the
present system under which the auditors are practically appointed by the directors.—
A. No. I do not agree with you. I do not think you would get away from the influence
of the directors over the corporation.

Q. By no means?—A. By no means. That influence is beneficial in most cases,
but where there is anything wrong with the management of the bank, it may be with-
out knowledge of the directors, through the influence of the general manager, the
directors will so act as to destroy any benefit the audit might be.

Q. Then you think the only remedy is the appointment of a board of auditors
appointed by the bankers of Canada —A. By the bankers.

By Mr. Sharpe (Ontario) :
Q. He says the government, if they would assume the responsibility >—A. If the

Finance Department would accept the responsibility it would be better to add ¢ with
the approval of the Finance Minister’. .

By Hon. W. T. White:

Q. The bank managers would nominate these auditors and the Finance Department
approve them—A. The bank managers would nonnnate the auditors for the approval
of the Finance Minister.

By Mr. Middlebro:

Q. Then they would be appointed by the Finance Minister >—A. No, I should
think not; if they were to be first nominated by the general managers of the banks the
appointment would only be an approval of their selection.

Q. In that case would there be danger of political influence 1ntervemng in the
appointments %—A. I do not see how that could occur; if the appointment was by the
Department originally there might be danger of that in some cases.
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Q. But you think that the nomination by the association approved by the Depart-
ment would get rid of that difficulty?—A. Not by the association, but by the general
managers individually.

By Mr. Cockshutt :

Q. I understand you to say that you think a fairly perfect and satisfactory out-
side inspection of the banks of Canada is possible?—A. I have absolutely no doubt
about it.

Q. Can you give us an estimate of what staff, in your judgment, would be re-
quired to carry out such inspection?—A. I would think that a staff of twenty would
be quite sufficient.

Q. Twenty ?—A. Yes.

The CaAIRMAN.—Would you ask about the salaries?

Mr. CocksauTr.~—Well, the salaries would depend upon the quality of the men
and I do not know whether Mr. McLeod would care to express an opinion on the
matter. :

Q. Would you pay all the men alike?—A. No. The salaries should be quite
large.

.

By the Chairman:

Q. Ranging from how much?—A. For the Chairman of the Board‘ I w;)uld not
suggest less than $25,000.

Hon Mr. WHITE.—Why that would be more than a cabinet minister.

By Mr. Cockshutt:

Q. From $25,000 for the chairman ranging down to what for the other men?—
A. To $3,000 or $4,000. A

Q. You would rate them according to their ability ?—A. Yes.

Q. There is another question that I think is important. I would like to ask
would a certificate of equal value be given to every bank that passed a certain qualifi-
cation or inspection? Suppose a bank had $3,000,000 capital and $2,000,000 rest
account would that bank work out to be as safe and well found a bank as the one
with $24,000,000 of capital and $16,000,000 of rest account and other assets in pro-
portion ?—A. The auditors or inspectors would not be called upon to state whether
the bank with $3,000,000 of capital and $2,000,000 of reserve was better than the bank
with $2,000,000 and $3,000,000 reserve, all that the certificate would state was that
the affairs of the bank are as represented on the balance sheet.

Q. They would not give any guarantee as to its safety?—A. Absolutely no
guarantee. ’

Q. The auditors simply state matters as they find them?—A. Yes.

Q. No such inspection would, anyway, be pursued to second things. For instance
a large firm has a large overdraft in the bank, and there are certain collaterals lying
there as security for the account; would the inspectors go beyond what they found in
the bank premises itself? Would they go to the firm whose paper is there and ascer-
tain whether they are as solvent as they should be, and put that paper in such class
as it ought to be?—A. They would be going beyond their powers if they do that. 1
think that would be most injurious. They would act through the bank management.

Q. Well, is the public likely to be misled by a system of inspection? That is,
a weak bank is practically put in the same position as a strong bank by this inspec-
tion. Would the public be misled in supposing that one of the smaller and wea?er
banks was just as good and just as sound as the largest of our banks?—A. I think
I have stated before that the small bank, if properly managed, is as strong as the
large bank, and I do not see how the public can be misled by an auditor’s certificate
attached to the statement of a small and sound bank. If the bank xyill loan too 1arge
a percentage of its assets, thereby impairing its strength by getting rid of all its

.
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available resources, then there would be danger, and it is a danger that the auditor’s
certificate would not obviate.

% Ql;I Will the inspection of banks eliminate entirely the possibility of bank failures?
—A. No.

Q. Then, in your opinion, would the public have a grievance against the govern-
ment, or those in authority, if a bank that had been recently inspected, and whose
qualifications as a sound safe institution had been passed upon satisfactorily should
fail shortly afterwards, and the depositors and others lost a considerable sum of
money ; would these people who relied upon government inspection have any just cause
to complain or to bring a claim against the government for the imperfection of the
inspection?—A. In my opinion they would have no such cause. Furthermore, the
idea has never been thought of in the United States, so far as I know of, and they
have had government inspection there for 49 years.

Q. They do not feel that they are then being placed at a disadvantage by the
powers that be, by having an inspection that has proved inadequate, or by having
certified to a bank being sound that was not sound %—A. No, the government has estab-
lished the bureau for the purpose of overlooking the banks, and it has done the best
it could, and why should the government be liable. I think they are more liable where
they fail in doing their duty in not seeing that a bank is properly established.

Q. In your opinion how many times a year should banks be inspected?—A. I
think once a year is quite sufficient. <

Q. You would inspect every bank once a year%—A. Every bank once a year.

Q. And the inspection would not necessarily extend to all the branches, I under-
stand, but largely to the head office and to the principal branches in the different pro-
vinces—A. There is-no objection to inspecting prinecipal branches, but, in my judg-
ment, there is no occasion to go outside the head office.

Q. Where the head office of the bank is located outside of Canada, would we  have
jurisdiction to inspect, providing they are doing business in Canada? I think there
are one or two banks doing business in Canada that have head offices in the old coun-
try%—A. They are certainly within the jurisdiction and subject to inspection, they
cannot avoid inspection by having the head office out of the country.

Q. You would inspect the offices of a bank with the head office outside the Domin-
ion %—A. I might mention that the Bank of Nova Scotia is doing business in the state
of Massachusetts. The inspectors of that state called at our office and said, ¢ Of what
use is this inspection here? Your affairs are all in Canada, we cannot inspect you. I
immediately invited the officers of the state of Massachusetts to come up to Toronto
and inspect the Bank of Nova Scotia up there, and they did it. I am sure that every
bank doing business in Canada would take that same course as the Bank of Nova
Scotia did with reference to the state of Massachusetts.

Q. You think it necessary to inspect those outside branches. Your bank, I mean
the Bank ‘of Nova Scotia, is doing a large business in Jamaica, I understand, and
you would inspect that in the same way as the branches in Canada?—A. No. As I
said before the inspectors would get ample information at the head office. The
inspectors would have absolutely the same information that the general manager has,
_ and when you get that information you have all that is essential to ascertain whether

the bank is sound or is getting into a dangerous way.

Q. Would you suggest that the report of the inspectors should be sent to the
minister or to the government, or to whom would this report of the inspectors from
time to time be presented —A. I think it would be desirable to have it sent to the
Minister.

Q. For publication, general publication?—A. I do not think it would be wise
to have it published generally.

Q. Not to unduly expose the inner workings of the institution?—A. It might, in
some cases be very objectionable. But where that inspector certifies that he has made
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an inspection, and that the valuations are, in his opinion, eorrect, I think it is going
far enough, providing you have competent inspectors.

By Mr. Nickle:

Q. As I was not here yesterday, perhaps I may ask some questions that were then
dealt with. If I do I trust, Mr. Chairman, you will stop me. In answer to Mr.
Cockshutt you made the remark, Mr. McLeod, that you would not think it necessary
that the inspector should pronounce on the quality of the assets of the bank?—A. I do
think it is essential that he should.

Q. Why did you tell him you didn’t think they should pronounce on the financial
status of those who might be borrowers and the character of the collateral that may
be deposited?—A. I am not aware of having made that statement, I think you mis-
understood me.

Q. I understand you used the tersm “audit” and “inspection” as co-relative
terms ?—A. Synonymous terms. s

Q. And in the course of those terms you give to the word ‘audit’ a much broader
meaning than the mechanical verification of accounts?—A. I do.

Q. Will you just define somewhat more definitely what you think the inspector
should do?—A. Inspector or auditor?

Q. I am using the word interchangeably.—A. The inspector should verify the
accounts of the bank, that is the accounts at the head office, he should examine the
correspondence between the head office and the branches, and he should examine the
inspector’s reports. He should examine the certificates sent in by each manager, and
see that they agree to the head office books, and he should check the last government
return, made up by the whole bank, check the separate returns sent in by the different
branches. Further he should go into all the large accounts and get very complete
information with regard to the standing of the parties to whom considerable sums
may be loaned. The smaller sums, the ordinary loans of mdderate amounts, he need
not look into at all, the danger is always in the large items.

Q. Putting it generally, then, as I understand it, the inspector should pronounce
whether or not the administration was lawful or lawless and whether or not the
administration was along the line of -well defined safety %—A. Exactly.

Q. These are the two outstanding principles, and the third would be that in large
accounts that might jeopardize the solvency of the bank they should express an
opinion as to the quality of the asset and its worth?—A. Yes, and in some cases take
action.

Q. We will assume, in the first place, that the administrative policy was bad or
the practice of the bank lawless. In your opinion that should be reported to the
general audit board, and extraordinary cases to the Finance Minister, on whom the
responsibility of action should be laid.—A. The first step would be for the auditors
to take up the matter with the board of directors.

Q. And the court of final appeal would be the Finance Minister%—A. It might
be so; I think it would be well to have it so.

Q. That is, that the board of bank inspectors should use such measures as they
could to remedy the difficulty and failing to do so, should report to the Finance
Minister %—A. Yes. 3

Q. The auditor making the examination should first report to the board of direc-
tors of the institution under examination?—A. Yes. 3

Q. Now, as to the quality of the assets, supposing the auditor making the inspec-
tion reported to the board of directors that a certain large asset was so over-valued
that its valuation struck at the solvency of the bank, and advised rfatrex.lchmgnt. Sup-
posing that the board said that retrenchment would mean the driving into insolvency
the corporation to whom the bank had made advances, and consequently refused to
enforce retrenchment. Then the attention of the board of auditors was directed to
the same thing and they brought their pressure to bear, but without result, arlz(;i 1:1;
was then reported to the Finance Minister, whose opinion was that action should be
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taken; but the board of the bank refused to act. Would it then be incumbent on the
part of the Finance Minister to bring about the overthrow of the bank?—A. I think
it should be incumbent on him to insist on action.

Q. Then in the last resort the Finance Minister would have to determine as to
the quality of the asset, the solvency of the bank, and the wisdom of the action %—A. I
hold that this point you are dealing with is far and away the most important that
legislators in Canada have to deal with. If a case such as you state should arise, it is
the duty of the government to take a hand and insist that such reforms shall be insti-
tuted as will save the depositors of that bank from loss, if possible.

Q. This case, it seems to me, is quite within the range of possibility. A case might
arise very easily, where the management of a bank might say: Give us time and we will
pull through and save the depositors and shareholders. The Finance Minister might
be of opinion that giving time might be dangerous, and between his own judgment and
that of the management of the bank he might waiver; with the result that if he pushed
the bank over the management would say: You wrecked it. Or in the other case, the
bank finally went down of itself, the depositors and shareholders would say: Your
judgment was bad, you should have shoved the whole thing over long ago?—A. I
would suppose, in that case, the Minister of Finance or the Board of Auditors would
suggest that there should be a change in the general management of that bank, and
under the new general management they would endeavour to bring the thing into a
safe position.

Q. In the final analysis, you believe the Minister of Finance must be a big enough
man to assume, from time to time, the responsibility of deciding whether or not the
management of any particular institution is safe, his judgment being fortified by the
Board of Auditors and the individual auditor making the inspection?—A. Exactly.
He should consider the advice given by the Board of Auditors and take such action as
he thought the case required.

By the Chairman:
Q. In your experience of Canadian banking, have instances been known to you
where banks which were not in the best of condition at one time have afterwards
become strong institutions by a change in their management?—A. Yes.

By Mr. Nickle:

Q. In regard to the auditor’s report to the minister, sub-section 2, 56a, says: ‘ For
the purposes of this section the auditor shall have all the rights and powers given to an
auditor under the next preceding section aforesaid” You think the power, if it were
vested in the Finance Minister, should be broader than merely to require the mechani- ~
cal verification of an account?—A. Yes. I think it should be broader than that. I
think the mere mechanical verification of an account is absolutely valueless.

Q. Turning to the English Act, power is given, under that Act, to a minority of
the shareholders ( I think it is one-third or perhaps twenty-five per cent) of nominating
and appointing an auditor. Do you not think it would be an advantage to have that
in regard to the banking institutions of this country, so that it might perhaps arouse
the shareholders to the danger of the solvency of the bank?—A: In a great majority
of cases the shareholders are never aroused.

Q. Not even a substantial minority?%—A. Not even a substantial minority.
I think that will hold good throughout Canada and in almost all failures of banks.

Q. I may take it as an axiom, then, from your experience, that a shareholders’
audit would be of very little value?—A. It is better than no audit at all, but in saying
that you say all that can be said in its favour.

By Mr. Sharpe (Ontario) :
Q. You have been advocating government inspection for a great many years?—
A. For nearly twenty years.
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Q. And during that time you have sent in, at the decennial revision of the Bank
Act your suggestions to the Finance Minister?—A. Yes.

Q. The Bankers’ Association were opposed to those suggestions?—A. Unani-
mously.

Q. So that heretofore they have not been in favour of any system of inspection?
—A. No. They have been opposed to a system of inspection; in fact, I could not get
a hearing at some meetings.

Q. And if your advice had been followed and some system of inspection devised,
it is possible that we should not have had the failures of the Ontario Bank, the Farmers’
Bank and the Sovereign Bank?—A. Under a proper system of inspection it would be
absolutely impossible for such a condition of things to exist. I have said it before and
I say it again, that there are some forms of failure that you cannot avoid even by
inspection.

Q. But in regard to the point raised by Mr. Cockshutt, when competent inspectors
have gone into a bank, thoroughly inspected it, as your system contemplates, and
passed on the solvency of the bank, do you think it possible for that bank to immedi-
ately fail afterwards?—A. I cannot conceive how it would be possible for a competent
inspector to go into a bank and pass upon it and the bank fail shortly afterwards,
unless it was from over-loaning; or it might be possible, if there were some things so
well concealed that no inspector could detect them.

By the Chairman:

Q. Would it be possible for a bank so to control its condition?—A. It might be

possible, but it would be very rare.
By Mr. Sharpe:

Q. If a bank was overloaning beyond the margin of safety would not the inspectors
report on that?—A. Certainly.

Q. And they would call the attention of the auditor to that overloanmg ?2—A. Yes.

Q. In the case of the Farmers’ Bank, for instance, where half a million dollars
was loaned on the security of the Keeley mine, your idea is that the inspector should
take cognizance of that fact?—A. Certainly.

Q. As I understand it, you brought out a couple of inspectors from Secotland, not
so much with a view to protecting your own depositors as an object lesson to the
Bankers’ Association?—A. Quite correct.

Q. So that it is hardly correct to say that the plan outlined in the present Bill is
the plan outlined by yourself?—A. The present Bill, I think, might be considered to
be partly in agreement with my suggestions, but it does not carry out my plan as I
would like to see it.

Q. If bank managers and directors are observing the provisions of the Bank Act
and carrying on a legitimate business they do not care how rigid the inspection is?—
A. No. No inspection can be too rigid for a properly conducted bank.

Q. It is only the banks improperly conducted that require rigid inspection?—A.
I think all banks should be inspected.

Q. Your ideal system is for an inspection where the inspectors are appointed by
the government—A. My own idea is that the inspectors should be appointed by the
bank managers or the government; if the government is not willing to undertake that
duty the bank managers should assume it.

By the Chairman:
Q. Your idea then is that the government should appoint the inspectors from a list
passed upon as qualified by the bank managers?—A. Exactly. \
By Mr. Sharpe:
Q. Supposing the bank managers appointed twenty inspectors, and the Finance
Minister approved of the selections. You would approve of that?—A. Yes. The

nomination would necessarily come from the bank managers.
2—10
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Q. Supposing the Finance Minister disapproved of the inspectors appointed by
the bank managers. What would happen then ?

By the Chairman :

Q. As I understand it, the idea was to this effect: the board of bank managers
should prepare a list of men whom they deemed qualified for doing such inspection
work, and that from that list the Government should name as many or as few as they
thought desirable for the work. Is that the idea%—A. It might work out in that way.
My original idea was that the managers should endeavour to nominate the full board
and then submit their nominations to the Finance Minister.

By Mr. Sharpe (Ontario) :

Q. Now, in regard to the returns. You have looked over Exhibit ‘A’ in the appen-
dix. The plan suggested there is that the Minister should appoint a board of bank
inspectors similar to the Railway Commission, their appointment to be for ten years
removable only on cause. Have you given any consideration to that plan?%—A. The
plan in Exhibit ‘A’ is better—I might say infinitely better—than the plan in the Bill.

Q. And with regard to clause 11, paragraph (d) of section 56, and whether there
has been any violations of the provisions of the Bank Act,’ the board would have the
inspector’s report in that regard.—A. They should report in that regard

Q. Whether there have been any acts of fraud of any kind #—A. Certainly.

By Mr. Nesbitt:

Q. How often would you have the banks inspected —A. Once a year.

Q. But no matter what the system of inspection would be, would it not be pos-
sible for such a case as the Ontario Bank, where the money was lost in gambling in
New York, to take place between inspections, no matter who the inspector was?—A.
It is possible that a bank might be inspected on one Saturday night, and by the next
Saturday the whole thing might go into smoke or ruin. But it would not be possible
for a bank to continue for twenty-five years in an insolvent condition, as I believe
the Ontario Bank did. It would not be possible for the Farmers’ Bank to start busi-
ness, while every banker in Canada practically knew from its inception that that bank
was unsound and would- utimately fail.

Q. I quite understand that. But would it be possible for a manager to have loaned
that money on the Keeley Mine between a inspection —A. Yes, no matter what the
inspection was.

: Q. All the inspector could do would be to report the loan. He could not have
made the Keeley Mine loan good ?—A. Naturally, he could not make the Keeley Mine
good.

Q. So that the Farmers’ Bank could have been involved just the same, no matter
what the system of inspection. After all you still come back to what you said yester-
day that the success of a bank depends largely on the honesty and capability of
management?—A. On the management. It all depends on the management.

By Mr. Sharpe (Ontam'o) 5

Q. The moral effect of the fact that there is going to be government inspection
would have a deterrent effect?—A. Yes. A preventative effect.

Q. You suggested that if the Farmers’ Bank or any other bank should be pressed
for loan more than a certain percentage of its capital, the board could deal with
that matter?—A. A bank could make such a loan between inspections.

Q. In contravention of the Act?—A. If you have no inspection of what use
are your regulations with regard to loans or anything else.
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By Mr. Hughes (Kings, P.E.I.):

Q. Mr. McLeod has stated that the principle followed by the banks in Canada
is to loan to the public about 70 per cent of their total assets, and that of other
countries to loan about 55 per cent. He has also said that an audit board such as he
has in mind would not permit banks in Canada to follow that course—A. I think
I did not use the word ‘permit.” I think their advisory influence would be so great
first on the management -and then on the directors that the case would not occur;
that you would have a sounder condition than where money is loaned to the extent
of 73 per cent of the gross assets.

Q. What evil results have followed in Canada from this alleged over expansion
of loans? Have these results arisen rather from the character of the loans or some
other form of management than from the amount or percentage of loans?—A. No,
I think that if a banker is wise, although he may be a knave, he will so conduct his
affairs that he always has a good strong cash reserve and plenty of available resources.
He may go on for twenty-five years, as I said the Ontario Bank did, or perhaps for
fifty years with an insolvent bank and all the time doing great mischief to the
country and perhaps getting wealthy himself, if he keep within proper bounds, and
there is no inspection——

Q. I do not quite follow Mr. McLeod’s statement? Would not that result from
the bad character of the loans?—A. Not necessarily.

Q. Tt is more the result of too large a percentage of loans?—A. From too large
a percentage of any kind of loans.

Q. Of good loans?%—A. Of any kind of loans. If they are very, very good, of
eourse then you might go to a larger percentage in proportion to total assets.

By Mr. McCurdy :
Q. A proper inspection would check that?%—A. A proper inspection by the board

_of auditors or inspectors, who would be expert bankers, would have a salutary effect.

I will illustrate the point I want to make in reply to Mr. Hughes. We will suppose
that a bank is in existence and is increasing its deposits at a rapid rate. The quality
of the loans will have a moderating effect as to that bank being able to continue in
existence? All it needs is prudence in the knavish manager that wants to keep
on going using the funds of the bank for his own purposes.

Q. Providing the banks would reduce their loans to the public by about 25 per
cent, what effect would that have on the business community?—A. It could not be
done immediately; it would have to be done gradually.

Q. And very gradually?—A. Very gradually.

By Mr. Barker:

Q. With regard to inspections, as I understand, the Board of Inmspection that
you propose would not interfere at all with the present inspection which each bank
gives to its own affairs?—A. It would not interfere with it, but the present system
would be a very great aid to the Board of Inspection.

Q. Because the general inspectors would have access to the periodical inspection
reports by the banks’ own inspectors?—A. Yes. ’

Q. And they would have not only the reports of these men, but the men them-
selves to consult and confer with?—A. Yes.

Q. Now, with regard to the Scotch inspectors or auditors that you brought out,
you said they inspected the head office and three or four of the branches. Do I under-
stand that they selected what places they would go to, or did you?—A. They selected.

Q. And they were at liberty to go anywhere else?—A. Anywhere they might think
proper.

Q. While they only did in fact find it necessary to go to three or four places, they
were at liberty, after they made such inquiries as they thought necessary, to go any=
where where you had a branch?—A. Certainly.

2—103
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By Mr. McCurdy:

Q. Is there any uneasiness or uncertainty in the public mind as to the selec-
tion of a safe depository for the savings of the people?—A. I do not know that I
quite understand the question.

Q. In your opinion, is there any uneasiness in the minds of the public generally
as to the selection of a safe depository for their money at the present time?—A. I
think not.

Q. The effect of a certificate by this audit board as proposed would not be to
increase the amount of deposits available to the banks?—A. No, I think it would
not increase the amount available.

Q. Under the proposals of the present Bill there would necessarily be a different
certificate given to each bank, that is a different firm of auditors would certify as to
the correctness of the bank’s statement?—A. Under the proposal of the Minister?

Q. Yes, that is to say different firms of accountants would make an audit and
give a certificate, and these certificates would be supposed by the public to be of
different values; the certificate of a well known firm of high standing would be
accepted as of more value than the certificate of a less well known firm ?—A. Under the
Act proposed, the auditor does not need to be a qualified accountant. Any share-
holder or any individual, may be appointed to verify the balance sheet.

Q. Would it not be of advantage to have a uniform certificate given every bank,
that is to say, in fairness to the small banks would it not be better that the same
firm, or the same officers, should certify to the correctness of the statements of all
banks?—A. The practise in Great Britain is to give a uniform certificate or almost
a uniform certificate.

Q. But signed by whom?—A. Signed by qualified auditors.

Q. Would it not be fairer to the small banks to have the same officers sign certifi-
cates both for small and large banks?—A. Even under the Bank Act as proposed?

Q. Under the Bank Act as printed that could not be done. Would it be of any
advantage to the small banks to have the same persons sign their statements who
gign the statements of the very large banks?—A. That is, provided you have qualified
auditors and that the system I recommend should not be adopted?

By the Chairman:

Q. By your system the certificate would be signed not only by the inspector but
by the chairman of the board of inspectors, and all certificates would be mgned by
that same chairman?—A. Yes.

By Mr. McCurdy:

Q. You would regard it as of advantage to have the same certificates on the
statements of the very large banks?—A. Yes.

By Mr. Thompson (Y ﬁkon):

Q. If this system which you advocate were introduced, would it increase, in your
opinion, the confidence of our people in our banks?—A. I think the Canadian people
have full confidence in the Canadian banks already. You cannot increase it very
much. And in the past they have had too much confidence, as you know, in a great
many banks, and hence the failures.

Q. The system you have proposed, as I understand, is this, that the bank man-
agers shall compose a board which shall appoint or nominate auditors, but in the
final analysis the responsibility is placed upon the Minister of Finance and the
government?—A. No, I think not.

Q. Who has to enforce the opinion or advice of these auditors %—A. There must
be some head, and I have suggested that it is the duty of the government to under-
take that through the Finance Department, or a power constituted by the Finance
Department.
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Q. Therefore in the final analysis it is the government?—A. In the final analysis
it is the duty of the government to protect the people who put their savings in banks.

The CuamMaNn.—Well, gentlemen, we have had a very exhaustive discussion on
Clause 56. Can we now go on to clause 61%

Suggestion concurred in.

The CrammaN.—Clause 61—Issue and Circulation of Notes. Mr. McLeod gave
us some valuable information regarding the proposal of the Minister to establish
central gold reserves, as set out in the printed copy of the Bill. Does Mr. MelLeod
desire to add anything to his statement on the proposed central gold reserves, or have
the members of the committee any questions to put to him?

By Mr. Maclean (Halifaz) :

Q. Have you any suggestion to make with respect to any other scheme to increase
circulation %—A. I have no suggestion. I think the central gold reserve plan is an
excellent one, and I may perhaps take a little credit for having advocated it a good
many years ago.

By Mr. McCurdy :

Q. Will you kindly state to the committee if there is, in your opinion, an under-
lying principle upon which the present circulation is based, or paid up capital, and if
the time has not arrived in your opinion when a change should take place in this
regard and provision be made that circulation be based on a percentage of assets
regardless of that question?—A. I think a percentage of assets is a more scientific
basis than a limitation of capital.

Q. What would be the effect on the banking system of this country, and the
general financial standing of Canada, if the law were changed so that the reserve be
turned into bank capital stock. As I understand it, it would increase the power of
the circulation of the banks by the amount now held in reserve. What would be the
general effect on the banking system, on bank stocks as an investment, and the rela-
tion of the public to the banking institution ?—A. It would increase the liability of the
banks, and therefore tend towards inflation. At present you have the reserve funds of
the bank in reserve. Instead of leaving that undisturbed you would issue notes against
it and take in place of it the double liability of shareholders. The reserve is worth 100
cents in the dollar. The double liability in the experience of almost all countries, is
worth fifty cents in the dollar.

By Mr. Maclean (Halifax) :

Q. The idea is prevalent that the right of circulation granted to the banks is a
very valuable one. About what profit approximately do the banks make out of cir-
culation?

The CHAIRMAN.—Might we take that subject on the next section, ¢ Tax on the Issue
of Bank Notes” That inquiry would be very legitimate there. We are simply dis-
cussing the central gold reserve at the present time. Is there anything further to be
said on the question of the central gold reserve? Very well, then we will proceed with
the consideration of the proposition that banks should pay an annual tax for the privi-
lege of issuing bank notes.

By Mr. Maclean (Halifax) :

Q. What would be the approximate profits which the banks realize from circula-
tion, if that is a fair question?—A. That question goes into the question of the value
of money to a bank. It takes up the question of the value of deposits, and it is also
related to the question of whether the banks are paying too little for their savings
deposits. T have worked out some figures and from these figures I think I can show
that the circulation and the deposits are worth two and eight-tenths per cent.

By Mr. Nesbitt: :

Q. On circulation and deposits?—A. Two and eight-tenths per cent is all the

deposits on interest are worth to the Canadian banks. They are paying three per cent.
Let me give you the figures in detail.



STATEMENT OF THE AVERAGE CAPITAL, AVERAGE RESERVE, AVERAGE ASSETS AND PROTFITS OF

CERTAIN BANKS.
Bank. Year Ends xAverage xAverage xAverage Pr‘%f:ts i Ptl:ﬁts Zz), g;?:?tﬁ t? f:gxfﬁat:e
1907. Capirt:%. Reserve. Assets. Year. Capital. and Reserve. Assets.

Banlc of Montreal,. . 0 akveas v sisea s i < 7o Oot, 310 1%, 14,400 11,000 169,026 1,980,138 13-751 7-796 1-172
Bank of NOva Scotift, ev.vvesrareeenerannns Dea, 31,000 3,000 5,263 38,615 681,709 22,723 8-250 1-765
Banlc.of Toront: & et b ey is ol i o e Nov. 30...... 3,988 4,488 37,896 586,635 14-710 6-921 1-548
Molsons Banki ok dad S ottt 1o v b a o Sept. 30...... 3,215 3,175 33,327 544,038 16-922 8-514 1-632
MerchaAnts: Baml it wuinn ies -eall, G0l R o o - Nov. 30...... 6,000 3,833 53,305 .ﬁ:;g,}ﬁ 15-771 9-624 1-775
DR o B Ak e I G Tk v e s> s Nov. 30...... 3,056 1,567 30,583 392,432 12-841 8-489 1-283
Canadian Bank of Commerce................| “ 30...... 10,000 5,000 115,910 1,752,349 17-523 11-682 1-519
Royal Banc s ass t siolai v s o e Ded,’ 81i55. 3,900 4,390 46,184 742,034 197027 8951 1607
Dominjon Banles o el ivatih s L § [ 3,607 4,568 49,727 635,235 17-611 7-770 1.277
Bank of Handlton i SRl el Gt dn e s ais Nov. 30:5..5: 2,470 2,470 32,281 384,708 15-575 7-787 1-192
Standard Batk . 0 M e gt o e i sh Jan. 31, 1908 1,548 1,656 20,100 C 93,049 18-033 8:712 1-389
Bankiol Ottawal. L Sl vamti v st ke s Nov. 30...... 3,000 3,000 32,557 D186:097 14776 7-388 1-336
Imperial Banle. 1., . vy R Sen S sian A 5 Apr. 30, 1908 4,871 4,871 44,182 721,175 14-805 7-402 1:635
63,055 55,281 703,693 10,089,175 16°001 8-526 1-434

xHundreds omitted.

A Year changed profits for six months.

D 50 p.c. added to approximate profits for year.

B Total repeated to approximate profits for year.

C Profits for eight months,
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STATEMENT OF THE AVERAGE CAPITAL, AVERAGYE. RESERVE, AVERAGE ASSETS AND PROFITS OF CERTAIN BANKS.—Continued.
Bank. Year Ends xAverage xAverage xAverage Pr&izts » Pt?ﬁts Zg (1:);;&?1 tzb Egg?
1908. Capital. Reserve. Assets. Year. Capital. and Reserve. Assets.

Banke of Mottrend, .. oo 0ot i i e cvanies sovsiag Oct. 81...... 14,400 11,083 173,840 1,957,658 13,595 7-682 1-126
Bank of INOVAMSBOIIAL: .. deenssncnnbotbavie Dad. 8135 .4 . 3,000 5,400 41,695 559,577 18-653 6-662 1-342
Batk ol B ORORbO .y s s v e vinisid S Nov. 30...... 4,000 4,500 37,736 582,156 14,555 6-849 1-543
MolsanailBanlenci Il s, i i o el Lk dv o Sept. 30...... 3,373 3,373 32,989 612, 646 18-163 9-082 1-857
Mearchante BARK/: v Sovalvhocsiosv vt badia s Nov. 30...... 6,000 4,000 52,165 738,597 12-310 7-386 1-416
BHOBANK = LVl i e va sig s s s owbaviy Nov. 30...... 3,180 1,708 29,163 401,013 12:610 8204 1-375
Canadian Bank of Commerce................ e e 10,000 5,083 111,861 1,627,332 16-273 10-789 1-456
i BT R T R R e Déci L.+ 3,900 4,409 47,808 746,775 19-148 8-988 1-562
DO BB 7: o oo fs voo s Siten e wmnhearay LR 3 Y] 3,952 4,947 48,162 641,318 16-228 7.207 1-332
IBRE O B Ay i O v sbe oy o5 ss s ste bvisd's o/ Nov. 30...... 2,471 2,471 31,501 360,308 14540 7-270 1-144
SIRARA B ANIE ., Sk doly o ¢ fallladlonaw aps b Jan. 31, 1909 1,569 1,769 20,182 283,065 18-041 8-480 1-403
BANEEOE OREAI, (vv s vt aris oium slaiv-s 5 o 0ia o6 50 Nov. 30...... 3,000 3,000 31,896 429,879 14-321 7165 1-347
EMPOTIALBANK. . i1 b kesie deiiaa b o s s v Apr. 30, 1909. 4,996 4,996 46,682 743,524 14-882 7-441 1:593

63,841 56,739 705,679 9,683,848 15-169 8:031 1:372

x Hundreds omitted.
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STATEMENT OF THE AVERAGE CAPITAL, AVERAGE RESERVE, AVERAGE ASSETS AND PROFITS OF CERTAIN BANKS.—Continued.

Bank. Year Ends xAverage xAverage xAverage Pl}lzwfl‘its o Ptl:ﬁts Zg (l;;;?tgsl t? gggf;se
1909. Capital. Reserve. Assets. Year. Capital. and Reserve. Assets.

Bank of Montreal......... 14,400 12,000 206, 661 1,826,167 12-682 6:917 -884
Bank of Nova Scotia 3,000 5,408 46,029 604,123 20,137 7-185 1-312
Banikof. Toronto i i on vl i 4,000 4,520 42,404 591,471 14-786 6-942 | 1-395
D oalona Bk o e/ ihaiaset spassi ity s .o 5 3,500 3,500 36, 390 493,479 14,099 7,049 1-356
MerchantaBank Ratuas Lasile i s s 6,000 4,042. 58,349 831,159 13-852 8-277 1-424
o B e N o ol i e 1o vk B0 3,201 1,808 36, 961 407, 541 12.731 8-136 1-103
Canadian Bank of Commerce............... ¢ A g0 10,000 6,000 128,052 1,510, 695 15,107 9-441 1-180
Royalaianies du wbRia L SR 1l el b Dec. 81...... 4,691 5,301 58,000 838, 306 17,870 8:315 1-445
Do Banle s e I e s ortionsiad CRIRY eer 3,985 4,992 53, 665 620, 927 15-581 6-917 1-157
Banlk o Hamulian. Lo Beel ks v On s siedh Nov. 30...... 2,500 2,500 35,104 382,332 15-293 7-646 1-089
StandaadrBanlc, ., Tl S W 3 s Jan. 30, 1910. 1,886 2,178 28,389 342,258 18,147 8,287 1-206
Baile oliOE AW, ., ot i sarbeate sio 374 ore ois Nov. 30...... 3,043 3,043 35,113 421,065 13-837 6-918 1-199
In;peris.l Banle. o L G e A SRR N B e 1L vy Apr,. 30, 1910. 5,000 5,000 55,304 702, 508 14-050 7-025 1-270
65,206 60, 382 820,421 9,572,031 14-680 7-797 1-167

xHundrecis omitted.
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STATEMENT OF THE AVERAGE CAPITAL, AVERAGE RESERVE, AVERAGE ASSETS AND PROFITS OF CERTAIN BANKS.—Continued.
Bank. Year Ends xAverage xAverage xAverage Prf(())(li‘ts i Pt? e Zf g;gxﬁtf:i t? APJggt:e
1910. Capital. Reserve. Assets. Year. Capital. and Reserve. Assets.
Bank of Montreals 2isiiaiaa . oo diddy (51 9t s et 14,400 12,000 235,208 1,797,992 |, 12-486 6-807 762
Bank of NOvE BO6HRL L. .00 ol i aess Dag, 3l 0 3,000 5,512 50,278 662,301 22-076 7.781 1.317
Bank of Taromll Ll E s s llen's ae faiis] Nov. 30...... 4,000 4,750 47,675 589, 656 14-741 6-739 " 1.237
Molsons BAGREUS 0T oot ot dis diriei s geve Sept. 30...... 3,526 3,837 41,272 602, 694 17-093 8-185 1-460
Morchants Bank, 00, .o, od v oontns bdtn i Nov. 30...... 6,000 4,533 66,155 1,057,139 17-619 10-036 1.501
RITHOT BB 55 - 5o 5 a Tas oies woviars S0k e Saaial i ST R 3,208 1,942 44,080 451, 620 13- 694 8-619 1-025
Canadian Bank of Commerce ............... L RS 10,000 6,083 150,479 1,838,065 18-381 11-329 1.222
ROval Baney . 5 /s ounss sk v aoes s e Dea. 8l .l o 5,200 5,908 77,164 951,336 18-295 . 8:564 1233
Dotainfon Bankk. Vi oo s s vaaedls s Sedes et o R 4,000 5,000 60, 611 659, 300 16-482 7-326 1-088
Bank of HamIIton ... v s cdi vosss vsensemes Nov. 30...... 2,588 2,615 39,382 422,090 16,310 8-112 1-072
Standard Bank........... o, S, BARRA Jan. 31, 1911. 2,000 2,408 32,283 373,208 18- 660 8-467 1-1156
BN Ol OUIRWE. ... .0 v oibovieonsnbasnis Nov. 30...... 3,434 3,435 41,124 532,353 15- 502 7-750 1-295
RTINS HTER (8 L o LA i s s b Apr. 30, 1911. 5, 560 5,560 60,168 841, 693 15-138 7-569 1-399
67,006 63,583 945,973 10,779,446 16-087 8-254 1:131
xHundreds Omitted.
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STATEMENT OF THE AVERAGE CAPITAL, AVERAGE RESERVE, AVERAGE ASSETS AND PROFITS OF CERTAIN BANKS.—Continued.

Bank. Year Ends xAvera%e xAverage xAverage Prf(:)iits % Pt?ﬁts Z;’ (l;;gfitgsl fzb f;‘gg?e
1911. Capital. Reserve. Assets. Year. Capital. and Reserve. Assets.

Bankol Montrealsuiin sl s e ik it 0 0 o.n ¢ Qote SL s 14,440 12,250 224,020 2,276,518 15.781 8-529 1-016
Bank of Nova Scotia............. sy vy v s y Dec,  80I0100S 3,574 6,478 57,546 815,519 22818 8:136 1-417
Bank ol Toronto. e s Saditwess s ooes 5 s Nov. 30...... 4,163 4,933 53-017 677,964 16-285 7-453 1-279
8 (e T TN S 500 P e ST L e R Sept. 30...... 4,000 4,416 45,261 712,539 17,813 8:082 1-574
Merchants Bank...... B Nov. 30...... 6,000 4,942 72,702 1,179,581 19-659 10-780 1-621
Union Bank s s de et s vaits ¢ avlaiiansss Nov. 30...... 4,509 2,630 51,287 662,437 14691 9-279 1-292
Canadian Bank of Commerce............... Nov. 30...... 10, 592 8,190 164,204 2,305,409 21-766 12-807 1-404
Royal BankTal o s s sy davse Dec. 80...... 6,204 7,005 102,053 1,152,249 18-573 8723 1-129
Dominon BanRi < . iendntaumss's s vies st + Deo.: 80,5 4,270 5,270 65,170 704,045 16-488 7-380 1-080
Bank of Bamilon. .o sails s st vt &« Noy. 803 o 2,747 3,077 41,390 443, 506 16-145 7-615 1-072
Btandard Banlk, ... s el BRIt i e v« Jan. 31, 1912 2,000 2,508 35,384 381, 601 19,080 8-465 1-079
Bank of Qtlawal. ..\ . Vv ocias dantnte s sz vty Nov. 30...... 3,500 3,908 44,480 595,228 17-006 8-035 1-338
TINPETIall BANK. s . i e s v b e g s v s April 30, 1912 5,936 5,936 70,760 1,004,340 16-920 8,460 1,419

71,895 71,543 1,027,274 12,910,936 17-959 9-001 1-257

x Hundreds omitted.
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STATEMENT OF THE AVERAGE CAPITAL, AVERAGE RESERVE, AVERAGE ASSETS AND PROFITS OF CERTAIN BANKS.—Concluded.
Bank. Year Ends xAverage xAverage xAverage Pl;;?ts 5 Ptx;) S Zt), g;;fitf:!l tZ) f:grfzi;;se
1912. Capital. Reserve. Assets. Year. Capital. and Reserve. Assets.

Bank of Mentreal. U7, 4, .10 i e codis vaniee i Oct. 31...... 15,539 15,583 238,352 2,518,408 16-207 8-092 1-056
Bank of NOVR BeOE, ..o v 0% 0ol o oisiiv vinsiwons Dec. 21...... 4,168 7,800 66,026 970,544 23,286 8,110 1,470
BAnEOF POFORT0 Sl o v s posio i s o sl Nov. 30...... 4,914 5,914 56,527 835,787 17-083 7-719 j 1-479
MolponatBanles oo b8 Lk kS Sept. 30...... 4,000 4,608 49,572 684,779 17-119 7-955 1-381
Merphanta Banlel & e o5 oy bl v vos NOv.80i ...\ . 6,498 5,609 80,743 1,338,844 20- 604 11-058 1-658
it BRAKS i 0o Bivos s vin v pemvah viis Nov. 30...... 4,968 3,102 62, 501 706,832 14228 8-759 1.131
Canadian Bank of Commerce................ Nov. 30...... 14,203 11,873 223,633 2,811,806 19-797 10-784 1-257
Royal Bank (11 months)...............cvu0 Nov. 30...... 8,681 9,637 133,671 {g l,lligg:gi«é 19,193 9-122 1.321
Boranion BERK (1. 55 050 . w5 ¢ vivs eies s i i Dec. 31...... 4,915 5,915 73,343 901,529 18-342 8324 1-229
82T L S ED i ) e AR U s Nov. 30...... 2,972 3,149 46,140 495,860 16-684 7:759 1-075
Blandard Banlt. ..o c.ohoreid Vbt s v e Jan. 31, 1913 2,196 2,805 39,165 462,079 21042 9-240 1-180
B OROBERWIR 1., 2t s 4o b iinion vakih oo tas Nov. 30...... 3,571 4,071 48,418 640,220 17-928 8:379 1.322
EpEriab BARICIt . o 50 b i s biensbiiodiin done April 30...... 5,936 5,936 70,760 1,004,340 16-920 8-460 1-419

82,561 86,272 1,188,851 15,037,100 18:213 8-906 i 1-265

x Hundreds omitted.
a Profits for 11 months.

b One-eleventh to approximate profits for 12 months.
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First of all for the last six years the average total assets of the following thirteen
banks: Bank of Montreal, Bank of Nova Scotia, Bank of Toronto, Molson’s Bank,
Merchants’ Bank, Union Bank, Canadian Bank of Commerce, Royal Bank, Dominion
Bank, Bank of Hamilton, Standard Bank, Bank of Ottawa, and the Imperial Bank.
As you will all agree, these are the most conservative banks in Canada and the most
Prosperous.

By Mr. Armstrong (Lambton) :

Q. I think that statement is unfair to the smaller banks with smaller capital.—
A. No. T have no desire to reflect on any bank. There is no desire to cast any reflec-
tion on the smaller banks, I can assure you. The average assets of the banks that I
have mentioned for the last six years were $898,650,000. We will say $900,000,000 for
purposes of brevity. The profits were $11,345,422. T estimate that the average deposits
on interest were $460,000,000. Later, if you wish, I will show you how I have arrived
at that estimate. Making a total net profit derived from the public of $25,145,422, or
in round numbers, $25,200,000. The average total funds being $900,000,000 we get
two and eight-tenths per cent as the value of money to the banks.

By Mr. Sharpe (Ontario) :

Q. How do you arrive at the profit?—A. From the statements of the banks.

Q. Have the banks any concealed profits that do not appear in their statements?
—A. T do not think there is a bank in Canada that has any concealed profits that are
not abselutely necessary to its business.

By Mr. Thompson (Yukon):

Q. That includes profits the banks make on their circulation?—A. That includes
profits they make on their circulation.

By Mr. Sharpe (Ontario):
Q. You say absolutely necessary to the business%—A. To the safety of the banks.
Q. But these concealed profits do not appear in your statement as profits %—A. If
these hidden reserves, if I may so call them, were shown, they would deceive the public.
That is, you could make any explanation as to why the reserves were held. To return

to the subject of profits: if the banks had to pay three per cent on all deposits, on
circulation, and on the moneys of the shareholders, there would have been an average

loss of $1,800,000 per year in operating these banks.

By Mr. Nesbitt:
Q. If they had to pay 3 per cent all round —A. Yes.
Q. On stock, deposits and circulation %—A. On capital, reserve, deposits and circu-

lation.
By Mr. Thompson (Yukon):

Q. Have the banks ever paid anything on circulation?—A. They have never paid
anything on circulation; and with the duty they are discharging to the public at
present, they cannot afford to do so.

By Mr. McCurdy :

Q. What would be the effect in case the banks had to pay more on circulation.
Out of whom would it come?—A. It would come out of the borrower, assuredly.

By Mr. Sharpe (Ontario) :
Q. Is that not merely a guess ?—A. Tt is not merely a guess.
The CuARMAN.—That question is hardly fair to the witness.

Mr. SHARPE (Ontario).—I do not want to be unfair to the witness.
The Cuamman.—He is giving the results of his banking experience.
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APPENDIX No. 2
By Mr. Sharpe (Ontario) :

Q. From your banking experience, how can you say absolutely it would come out
of the borrower —A. Well, who is to pay it?

Q. In the various ramifications of banking, how can you tell where the incidence
of that matter would lie or rest. Isn’t it mere conjecture on your part, or in other
words, can you prove your statement?—A. Yes, I think I can prove my statement, at
least by way of inference. You have reached the point where you cannot get people
to invest in bank stocks, or only to a very moderate extent. What is the reason?
There is not an adequate return. ; -

By Mr. Nesbitt:

Q. For the reason ?—A. Apart from all reasons. I do not believe they con-
sider the reasons as they should consider them, but there is no adequate return from
bank capital. You are face to face with the condition where some banks are increas-
ing in size by taking in others, and you cannot start new banks to take their place.
The banks cannot well get along with less profits than they are ‘taking now.

By Mr. Sharpe (Ontario):

Q. Most of the banks earn over ten per cent, do they not?—A. On capital, above
their reserve?

Q. Yes, but the reserve is made up largely by profits from year to year?—A. They
are made up by profits and premium on stock. Some time ago bank stocks sold at
very much lower rate or return than they sell to-day.

By Mr. Turriff:

Q. Are there any other countries that give the banks circulation in the same way,
and to the same extent that we do. Name such countries if you have such informa-
tion?—A. I do not think there are any countries. With regard to circulation Canada
has the pre-eminence over all countries.

Q. The pre-eminence has not been very great within the last ten years, when the
proportion of bank failures, under our system, was greater than in any other line of
business%—A. I admit all that, but those are the facts in the system that should be
remedied. That does not affect the circulation of the bank.

By Mr. Nesbitt:

Q. Is the circulation an accommodation to the public or to the banks?—A. It is
largely an accommodation to the public.
Q. It is a token of exchange, isn’t it %—A. Yes.

By Mr. Sharpe (Ontario) :

Q. Could the Government not issue the currency of the banks guaranteed by
government bonds >—A. If the government took the powers of circulation away from
the bank, then the borrowers would have to pay more, as I have already stated. You
cannot further impair the profits of the Canadian banks without increasing the cost of
banking to the publie.

By Mr. McCurdy :

Q. Is it because of the smaller profits that banks have been induced to over-loan?
A. Tt is because of the very small profits that banks are practically compelled to over-
loan. As I have already recommended, these loans should be materially decreased, and
if they are decreased so as to keep to the limits of safety at all times, j:hen the profits
should be increased by higher interest on loans or lower rates on deposits.
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By Mr. Armstrong (Lambton) :
Q. Is it not practically impossible to establish a new bank under the conditions that
now exists with regard to banking and banking matters?—A. I believe it would be
quite impossible.

By Mr, Turriff :

Q. Is that condition not due to the fact that banks have been allowed to merge to
such an extent, that their capital is now so huge that two or three banks practically
control the financial condition and can make it practically impossible for a new bank
to make money for a number of years%—A. But, Mr. Turriff, mergers are brought about
first by the want of success of the banks that have been merged. That want of success
has been brought about by a lack of profit, and in some cases by bad management.

Q. In all cases is it due to lack of profit —A. Not in all cases. But generally I say
it is due to lack of profit and bad management.

By Mr. McCurdy :

Q. What have you to say to this position: In some moderate sized towns in the
United States banks of moderate capital pay depositors four per cent and lend money
freely at six per cent, a margin of profit of two per cent.—A. You say that is done by
banks in the United States?

Q. Yes?—A. I have no knowledge of that.

Q. I believe that to be a fact.—A. It is a very unwise practice.

Q. You think these banks must be either unwise, or else they are putting their
operating expenses too low?—A. It is possible they may charge twelve per cent for a
loan.

Q. I can very well understand a small bank paying four per cent. I do not know
what they charge on loans?—A. The rate of interest was higher at that time and the
salaries of bank officers and bank managers, general managers, were very much less
than they are now; the cost of living has increased.

Q. Their other expenses, operating expenses and extravagant bank premises, would
not that have some influence upon the result attainable by the bank’s operations?—A.
It has something to do with the rate obtainable from the bank’s operations.

By Mr. Donnelly :

Q. Is there any system whereby the banks can arrive at an accurate knowledge
of the profit it makes by the loss or destruction of bills in circulation?—A. Yes, we have
very exact information on that point. We might say that that profit is practically nil;
it is a very, very small amount.

Q. Who gets the benefit of burnt bills?—A. The percentage is so very small that
it should never be taken into account in the bank’s profits; it is not even one-half of
one per cent.

Q. Per annum —A. No, all told.

By Mr. Ross: :

Q. T cannot fully understand that computation of yours. You said that the banks
made $25,000,000 in a certain number of years and the deposits were $460,000,000.
—A. That is an approximate estimate.

Q. Do you say their profit was 2-8 on their deposits?—A. On their whole funds
—2-8. 3

Q. On what? This $460,000,000 of the loans—A. I say on the whole fund, the
average funds of the banks were very close to $900,000,000.

Q. What do these consist of outside of that $460,000,000?%—A. Deposits without
interest, circulation, capital and reserve. The banks made, before deducting the interest
on deposits, $25,145,000, or say $25,200,000, but the banks had to pay $13,800,000 to
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depositors. This $25,200,000 is equivalent to 2-8 per cent on $900,000,000, the average
total funds of the banks.

Q. What I am driving at is where do you get that $900,000,000%2—A. Those are
the gross funds, or assets.

Q. What are the items?—A. You will find that in the government returns of the
banks.

Q. Can you not tell us in a general way, what else besides the deposits?—A. The
reserve, the circulation, deposits without interest, deposits with interest. I was going
to say that through the courtesy of the Bank of Nova Scotia I have received some
figures that I have not had time to examine, with which I expect to verify my calcula-
‘tion and to prove it correct to your absolute satisfaction.

The CHAIRMAN.—I am sure, Mr. McLeod, that any subsequent statement you may
prepare we shall be very glad to have printed and incorporated in your evidence.

By Mr. Thompson (Yukon):

Q. With regard to the circulation, can you tell us how much the circulation is—
about how much, somewhere around $110,000,000, is it not?

The CHAIRMAN.—I think perhaps it is in that statement.

A. $97,206,000 at the end of February.

Q. Do I understand from you, Mr. McLeod, that the banks make 2-8 per cent on
that circulation —A. That would be the sum, less the cost of printing the notes.

Q. The cost of printing the notes is not included in that?—A. No.

By the Chairman:

Q. To sum up your evidence I understand you are opposed to an annual tax o:
the issue of notes, on the ground that it would have to be paid by the borrower #—A.
On the ground that the circulating system of Canada is probably the best in the
world. It is convenient, it is elastic, and it performs all the functions required of
it. I do not know of anything that could take its place and answer the purposes so
well.

The CHAIRMAN.—We will proceed with Paragraph (c¢): That a tax be levied
on monies loaned by Canadian Banks in foreign countries.

Q. Do you think it advisable to loan monies abroad?—A. I dealt with that in
my paper yesterday. ‘

By Mr. Armstrong (Lambton) :

Q. If I understand you correctly, you made the statement yesterday that $26,000,-
000 from foreign countries had been brought back up to 1907. I understand t:,hat
amount has increased to over $60,000,000 of money brought back from the United
States and other countries?—A. I made the statement that $22,515,000 came back
between September and the end of 1907.

Q. Have you any idea as to what has been returned up to date?’—A. I would be
sorry to find that anything had been returned. I should be very sorry to find Fhat f;he
banks had not greatly increased their loans abroad. If they have not, the situation
would be much less satisfactory. You might look upon these foreign loans prac-
tically as gold in the vaults of the bank; and legislators should encourage increasing
realizable resources rather than saying they shall not be maintained. They should
do for Canadian banking what a governor does for a steam engine. -

Q. I think it is a very important statement and I appreciate it commgffrom ymil;
as it is generally understood by the people of Canada that a great deal of money .
invested abroad, which should be retained for circulation in our own country to assis
in developing our industries.
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By Mr. Sharpe (Ontario) :

Q. In reference to this Paragraph (¢): That a tax be levied on monies loaned
by Canadian Banks in foreign countries, you are diseriminating between loans that
are permanent and call loans in New York. You say call loans in New York are
desirable. Would you say the same in reference to permanent loans?—A. I hope
there are no permanent loans. I do not like the term ¢ permanent’ loan.

Q. And limiting permanent loans in foreign countries —A. I do hot like the term
‘ Permanent loans’. There are time loans in the United States that I think most of the
banks sometimes invest in, that is high class commercial paper. That paper yields a
fair return to the banks and yet when it is needed it is simply allowed to run off, and
the Canadian banks when business requires it here bring the money back to Canada.

Q. If they are time loans, how can they liquidate them ?—A. You do not need to get
the whole bulk of these notes back at once. A banker will look at his bill case ahead to
see what he is likely to have available one, two, three or five weeks in advance, and he
will direct his bank accordingly.

By Mr. Turriff:

Q. I notice in the bank returns that some of our large banks—I mean a bank with
three, four or five million dollars of paid up capital and an equal reserve—do
not loan any money whatever in call loans in the United States, practically no
foreign loans. How do they manage, if it is so necessary that our Canadian banks
should be allowed to invest their money in call loans or time loans in foreign countries?
—A. The returns are not very clear. The returns have been somewhat ambiguous in
the past. I am glad to notice that the form of return is to be so improved that it will
ot be possible to misunderstand them hereafter.

Q. I notice that practically less than half of the Canadian banks have money on
call in New York and Chicago. Am I to understand from your answer that although
these banks do not show money invested in call loans or time loans in the United States
that they really have money invested there%—A. I think so.

Q. That is a very serious matter if they have money invested there and do not
show it to the Government?—A. If a bank is in business in the United States and
makes its loan from Toronto or Montreal, why should it state the place at which that
loan is payable? The banks that have no branches in foreign countries are likely to
put their loans under Canadian loans, and I believe they do. It may be quite correct
to do so. All depends on the circumstances. :

The CHAlIRMAN.—May we then leave this question? I understand that M.
McLeod is opposed to a tax being levied on moneys loaned by Canadian banks in
foreign countries.

By Mr. Rhodes:

Q. The view has been expressed by at least one member of this committee that
it would be a wise policy to confine the operation of Canadian banks to Canada, and
special reference was made by at least one member in that connection to the fact that
Canadian banks had invaded the West Indian field and Mexico. If you have no
objection I would like you to give the committee the benefit of your view as to the
wisdom of this policy %—A. I think the Canadian banks should not be limited in their
foreign operations.

Q. Has the business been profitable in a general way?—A. The business has been
profitable and beneficial to Canada.

By the Chairman:

Q. In respect to the West Indian business that is done by the bank with which
you were formerly connected, and others, how does the amount of deposits compare
with the amount of loans? Does the money come into Canada from the West Indies,
or does it go out from this country to that dependency?—A. The government state-
ment reveals what deposits are held outside of Canada.
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Mr. Macreax (Halifax).—Seventy millions.

By the Chairman:

Q. I have here a statement made that the West Indian branch banks were larger
depositors than lenders, and that a certain amount of foreign money comes here for
loaning in this country in consequence of the branch banks being in the West Indies?
—A. I think it is true.

By Mr. McCurdy:

Q. There are two classes of foreign loans, as I understand it, two classes of
operations of Canadian banks in foreign countries. The first is the loaning of Cana-
dian bank reserves in foreign countries, which is unobjectionable and which is neces-
sary to prudent banking. There is another class of foreign business which Canadian
banks are doing. They are undertaking to do the banking of foreign countries or
British colonies, as the case may be. Would there be any objection, do you think,
from a banker’s standpoint, to exhibiting in the bank’s returns to the government, the
latter class of operations?—A. There would be no objection from the bank’s stand-
point other than that the statement of the™facts might subject the banks to criticism
in the countries in which they are doing business. I believe in the aggregate the banks
have more deposits than they have loans of a permanent character, outside of Canada.
If you deduct the loans that are made—that is the reserves that are loaned abroad—
for the purpose of keeping them liquid, from the total loans outside of Canada, you
will find there are more deposits abroad than there are commercial loans.

By the Chairman:

Q. The result then is an increase of the loanable money coming into Canada?—
A. Yes, I think so. ;

Committee adjourned until the afternoon.

Room 101,
House or CoMMoONs,
TraURSDAY, April 3, 1913.

Committee resumed at 4 p.m., the Chairman, Mr. H. B. Ames, presiding.
Examination of Mr. H. C. McLeod resumed.

The CuammMaN.—Now, Mr. McLeod has been examined down to the point where
section 76, sub-section (2) comes into consideration. There was an amendment offered
by Major Sharpe, I think, to the effect that limitations should be placed on the banks’
powers to loan to mining companies in which the president, directors, managers or
other officers of the bank were interested, and also the loans to companies in which the
directors or officers of the bank are financially interested. The resolution is, of course,
much more carefully worked out than the synopsis I have given. You might give us
your views, Mr. McLeod, if you will on Exhibit C.—A. I think there is no necessity for
such a regulation. I think if you have a proper system of inspection that all this
kind of thing would be taken care of. There are some mining companies that are
very desirable bank customers, such as coal mining companies, and it is not advisable
to regulate banks too much by Act of parliament; it is well enough to strike the main
points but do not go too fully into details, it only makes the Act cumbersome and hard
to work. '

2—11 -
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By Mr. Sharpe (Ontario) :

Q. Do you draw a distinction between companies as between those having as officers
or managers those who were officers or managers of the bank?%—A. If you make it too
strict you may have some officer of the bank holding a small amount of stock in that
company, and owing to that fact the bank would either have to discharge that officer
or close the account at the bank.

By Mr. Maclean (Halifax) :

Q. I wanted to ask one or two questions that are perhaps not strictly in connec-
tion with this subject, but I do not believe I will ever get a better chance of making the
inquiries than now. I was going to ask your views as to the desirability of banks loan-
ing money to individuals engaged in speculation in town lots or city lots?—A. It is
not good banking.

Q. It is not good banking, but should not the banks go farther than that and dis-
courage their customers who use money for such purposes?—A. I think the banks as
a rule do discourage loans that are based_on real estate.

Q. There must be an immense amount of capital engaged in that, but whether that
could be avoided or not is a question?—A. I dare say you are right in that, it is a bad
class of loan and the banks, I am glad to say, generally discourage that class of loan.

By Mr. Sharpe (Ontario):

Q. In reference to this particular amendment I understood you to say the other
day that you would absolutely prohibit the loans to officers of the bank, and limit
the loans to directors of the bank %—A. I would limit the loans to directors of the banks
to the same figures as loans are limited to other customers. I said that there should be
certain loans made to officers, and I stated the reasons why those loans should be made.

Q. And with regard to the limitation of loans to directors of the bank, what limif;
would you put on them ?%—A. The same as I put on the individual.

Q. And what would that be?—A. Well, I have suggested that 25 per cent of the
capital would be a very liberal allowance.

Q. The amendment to section 76 provides: “lend money or make advances in
excess of 10 per cent of its paid up capital to any foreign person, company or corpora-
tion, or upon the securities of such foreign person, company or corporation, or in
excess of 25 per cent of its paid up capital to any person residing in Canada or any
company or corporation having its head office in Canada, or upon the securities of such
person, company or corporation.” - That differentiates the local company from the
foreign company, limiting the loan to the foreign companies to 10 per cent and the
domestic loans to 25 per cent of the paid up capital?—A. I should regard that as
pbjectionable, as it differentiates between the local and the foreign company.

Q. You think that 25 per cent would be applicable to both?—A. I am not sure
that I would prefer 10 per cent, but in deference to the views of a great many fellow-
bankers I say make the limit somewhere, then they give 25 per cent.

Q. Now in reference to (D) and (E), which refers to loaning to directors, you
would not loan to any company or individuals in excess of this 25 per cent, and you
would allow the directors and officers to come in under that head —A. Not the officers.

Q. Just the directors—A. Yes. -

By Mr. Nesbitt:

Q. Do you think it wise for legislation to interfere with the bank’s management
at all%—A. T think the best course is for the legislators to interfere in the main points,
and leave the minor points for the management of the bank, for the directors; and if
you have an audit or inspection system that would be all dealt with under that. I
think the Act is altogether too cumbersome, and always has been.
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By Mr. Thornton:

Q. Then you think the vital point is efficient inspection or audit?—A. I think it
most vital, next to good management.

By Mr, Sharpe (Ontario):

Q. How could that loan be properly made to the directors?—A. By the counsel
of the auditors. We would expect that those auditors would be experts, that is why T
named such salaries for the auditors. :

Q. The salaries you named were from $25,000 down. What is the range of salaries
for bank managers%—A. I do not know as to that. A good bank manager commands
a very high salary.

Q. What is the highest you know of?%—A. I know of bank managers that get
$50,000, but not in this country: ]

Q. But what are the salaries in this country %—A. I do not know—I know of very
few salaries in this country.

The CHAIRMAN.—Shall we go on now to Sections 79 and 837

By Mr. McCurdy:

Q. The practice is naturally for a bank to secure the services of its general man-
ager and other officers at as reasonable a salary as they may?—A. I would not put it
that way. '

Q. You will say they are not overpaid —A. They are not overpaid, I think they -
are underpaid if anything.

By the Chairman: ;

Q. Sections 79 and 83 relate to banks holding real estate. These two clauses are
not identical, but they have been allowed to stand by the committee. The first ques-
tion is as to the desirability of a bank holding more real estate than it occupies; I
mean the bank acting as landlord directly- or indirectly. First of all, clause 79 pro-
hibits a bank from acting as landlord, as you know %—A. Yes.

Q. How does it happen then that so many of the banks are putting up large office
buildings which they are renting to tenants How is it done?—A. It is done in this
way, that ‘a bank will erect a building and put its office in that building, and above
the office it will put a number of other offices for rent. I think it is bad banking
policy; furthermore, it is seldom or never profitable.

Q. Ts it a contravention of Section 79 of the Act?—A. I think it is, although not
a contravention in law, it is contravention in intention.

Q. “The bank may acquire and hold real and immovable property for its actual
use and occupation and the management of its business, and may sell and dispose
of the same, and acquire other property in its stead for the same purpose.” It is
very restrictive?—A. Yes.

Q. Do you consider that a bank under that clause would be permitted to put up
a fifteen story building and rent thirteen of the stories?—A. Well, they do it.

Q. Now how is that done?—A. They put up the building for the head office.

Q. Do you regard it as a good practice?—A. No, I do not. '

By Mr. McCurdy :

Q. If the intention of this clause is carried into effect what will actually happen,
I suppose, would be that subsidiary companies would be formed by the banks or their
friends who would own these bank buildings and rent to the bank, as a tenant, the
ground floor. That practice has already obtained, I think, in some instances—A.
T think it should be prevented, prohibited.

9113
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By Mr. Thornton:

Q. Why do you think it is poor banking?—A. Any transaction in real estate
is not good banking either in loans or otherwise.

By Mr. McCurdy :

Q. The suggestion has been made that it is necessary for a bank in order to
carry on its business to select the best corner in a town in order to attract deposits.
Would it be possible for the bank to go off the main thoroughfare to secure bank-
Ing business, where they could obtain land at reasonable prices, and thus afford to
occupy all that land themselves?—A. I think any convenient site is suitable for a
bank office; it need not necessarily be the best corner in town.

By Mr. Cockshutt:

Q. Would it not tend to increase the overhead charges if there was only a one-
story building on a large frontage?—A. It might, but speaking generally I think
the return from bank buildings, in excess of what is desired for bank purposes alone,
does not represent more than two per cent of the money invested. ‘

Q. Even if that were the case, would not the tendency be to increase the over-
head charges? Take the corner of King and Yonge streets, in Toronto, for instance,
costing probably $12,000 to $15,000 per foot front. Would it be an_investment for
a bank to only put up a two-story building there?—A. It would Pe an expensive
sile to select for an offica of that kind. -

Q. Do you think a bank can do as good a business on a back street as in a
prominent place?—A. The bank that is in a prominent place may pick up more
transient business, but the bank in a convenient place would satisfy the regular
customer.

Q. You would term the renting of upstairs premises as dabbling in real estate?
—A. T think it approaches that, and it is not good practice in banking.

Q. You do not think it is a paying enterprise?—A. I do not.

By Mr. Rhodes:

Q. Is not a possible objection to holding real estate beyond its immediate needs,
that the bank is locking up an undue amount of capital in what is not liquid ?—A.
That is one objection.

Q. Is it not a great objection?—A. Yes.

Q. You said just now that it would not yield more than two per cent?—A. That
is the general idea I have.

Q. And you think it would be disadvantageous to a bank to invest in excessive
premises —A. I should think it was. The site Mr. Cockshutt mentions is an excep-
tional one and the rent of offices beyond the ground floor would be high.

By Mr. Armstrong (Lambton):

Q. Would you regard it as desirable or otherwise for a bank to have its board of
directors interlock with trust and loan companies?—A. I referred to that yesterday. I
had in mind then an affiliated company that was practically owned by the bank and was
so close to the bank that it was difficult to tell where the trust company began and the
bank ended. And my reason for stating that it was a menace to the country is on
account of the experience in Australia in 1893. Banks there were affiliated with build-
ing societies, loan companies, and other corporations of that kind; and it was from this
connection that trouble began which spread all over the country.

Q. Do you know of any similar instances in Canada where it has resulted dis-
astrously —A. I have not followed the subject in Canada, but I take it for granted that
rules that apply to other couatries, particularly to Australia, where conditions are very
much the same, will work out in the same way here.
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By Mr. McCurdy :

Q. The objection which you see against subsidiary companies of the bank, trust
and loan companies, for instance, would not be lessened owing to the fact that direc-
tors of the bank were proprietors of the subsidiary companies?—A. It would rathe
increase the objection. )

Mr. McCurpy.—The bank statements show that at present 32.20 per cent of the
paid-up bank capital of the country is tied up im bank premises.

By Mr. Turriff :

Q. I would like to ask the Finance Minister and Mr. McLeod whether it would
not appear from that fact that banks are to a very large extent real estate dealers and
speculators: tying up money in real estate, intended to be used for banking purposes.

Hon. Mr. Warre—1I do not believe that banks would have any inducement to engage
in real estate speculation. When they buy an important corner they use the downstairs
premises for their own requirements and the upstairs premises are rented for the
purpose of obtaining additional revenue. In some cases, I believe, they have gone
beyond the bound of reason. I canmnot conceive of any bankers deeming it in their
interest to indulge in real estate speculation.

By Mr. McCurdy :

Q. Do you think that too much money has been expended on bank premises%—
A. I think I expressed the opinion yesterday that banks should not show more than a
very moderate sum in bank premises. If they expend the money in bank premises it
should come out of profits. That would be the best check on excessive expenditure in
that direction. I quite agree with Mr. White that there is no such thing within bank-
ing as speculation in real estate. I do not think there is a bank in Canada that buys
real estate for the purpose of speculation.

By Mr. Turriff ;

Q. Yet when we see practically one-third of a bank’s capital invested in bank
premises, do you not think that they are going out of the way altogether?—A. As I
intimated yesterday, it is difficult to say how far you should build for the future. In
all the buildings for which I was responsible, or nearly all, it would have been far
more economical to have gone further. I pointed out to you in my paper that in ten
years you may expect the banks to have, on an average, $10,000,000 capital; and the
business transacted with a bank of $10,000,000 capital in a city like Toronto, or even
in some cities of 40,000 to 50,000 population, ten years hence, will be altogether out of
proportion to the business transacted to-day. Consequently, they will need much
larger premises. I am not such a great critic of elaborate buildings as I was some years
ago.

The CrHAlRMAN.—If I may interject a statement here, the paid-up capital of the
banks to-day in Canada is $114,000,000 and their rest is $106,000,000, making a total
of $220,000,000. If $37,000,000 is put into premises, that only represents 17 per cent
of their actual capital and not 32 per cent, as was stated.

By Mr. McCurdy :

Q. Under section 83 a bank is allowed to hold real property howsoever acquired,
except such as is required for its own use for seven years, and the Treasury Board may
extend the time for a period not exceeding five years, or twelve years altogether, and
at the expiration of this twelve years, the bank is allowed to take a small payment on
account and further extend the lockup. In your opinion, is that time excessively long?
—A. In practice, the banks do hold real estate for ten, fifteen, twenty or twenty-five
years without any reference to the Treasury Board, I believe.
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By the Chairman: :

Q. You think then that section 83 is practically a dead letter?—A. As far as the
limitation is concerned, in my opinion. You had better interrogate some legal author-
ity on that point.

By Mr. McCurdy:

Q. If it is made easy for a bank to hold real estate for a long time, it makes a
real estate loan less unattractive from the bank’s standpoint, and might encourage loans
on real estate. Whereas if a bank knew that when such property came into its hands
that it must be disposed of summarily, they would incline to more studiously avoid
such business —A. It might work a hardship to borrowers if a bank takes security on
real estate, and in time of stress was compelled to place that real estate on the market,
It would work a hardship to the borrower more than to the bank.

Q. You think twelve years would be a reasonable time?—A. I think seven years is
a fair limit. I do not think it should be extended beyond seven years.

Mr. SHARPE (Ontario).—The clause is not a complete forfeiture clause, but

says that such property is liable to be forfeited. It needs action on the part of the
Crown to declare forfeiture.

By Mr. Nesbitt:

Q. If the banks were not allowed a reasonable time to get rid of the properties that
may fall into their hands, would it not re-act on the borrowers —A. It is sure to do so.

By the Chairman :

Q. There are two features in connection with section 88 that Mr. McLeod tells
me he is willing to be questioned on. The first is as to what we know as the secret lien
which the banker has on property, the unregistered lien; and the second is as to claims
of wage earners when provided by Provincial statutes should be privileged. Will Mr.
McLeod give his views on these two points?%—A. I think the so-called secret lien is in
the interest of the borrower more than in the interest of the bank. If registration
were required there would be a great many borrowers refused, and more would not
apply to the banks for loans of that kind. I think the liens for wages should hold a
preference to warehouse receipts held by the bank. I think they should take priority.

By Mr. Ross: -

Q. Is there not a great injustice done to the general public in a case of that kind?
You say it is a benefit to the borrower, is it not a great injustice to the other creditors
of the bank ?—A. Undoubtedly it works a hardshlp to the other creditors of the bank
at times.

Q. Don’t you suppose more people are hurt than are helped? The general public
are far more numerous than the borrower who is benefited %—A. The creditors, gener-
ally, are creditors that are in business and are aware of the methods of banks in taking
security of this kind.

By Mr. Sharpe (Ontario): -

Q. What do you think about increasing the operations of the Act under sub-sec-

tions 2 and 3 which provide that the bank may lend money to a rancher upon the secur-
ity of his cattle and to a farmer upon the security of his threshed grain? Would you
enlarge the scope of the Act?%—A. I have no doubt it would benefit the west and benefit
ranchers in general.
"~ Q. Considering the conditions in the east, particularly in Ontarlo, where money
is not in grain or ranch cattle, but in live-stock. If it is good policy for the west,
would it not be good for the farmers to secure advances on live-stock ?—A. If he gets
the same accommodation as the rancher does.

Q. It would be good for Ontario?—A. It would be good for the whole country.
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Mr. MoCurpy.—A fisherman then might logically be allowed to borrow on the
security of dried fish?

By Hon. Mr. White:

Q. I would like to get your views as to creditors generally, because it is a matter

that has been discussed very frequently in the House. Supposing you give a secret
lien to farmers and others upon either their live-stock generally or threshed grain, or
any other personal property, what would be the effect upon the credit, or community
generally speaking? Do you think that it would appeal to them as good legislation ?
At the present time the secret lien is given to wholesalers; that was an enlargement
of the Act. On account of western conditions, we decided to give it upon threshed
grain, and to the cattle raiser upon his cattle. You said now that it would be an
advantage to give it to the entire community. Are there any considerations arising
in connection with the secret lien that would require attention if it were so extended,
having regard to chattel mortgage acts, &c., in the provinces?—A. I have not studied
that question sufficiently to give an answer that I would care to have go on record.
But I may say in practise I have been somewhat opposed to this form of bank loan,
_and I am speaking of the general tendency with banks to make loans of this kind. I
think perhaps it is best for the country, particularly the new portions of the country,
that farmers should get the advances that they want. The secret lien feature is a
most objectionable one, but whether it is best for the whole country to allow the banks
to make the loans and have these secret liens or not is an open question.

By Hon. Mr. White:

Q. From your experience from the practise of banking in Canada supposing a
farmer has live-stock or threshed grain in Ontario or any of the eastern provinces, to
what extent, if any, will his position be changed by being able to borrow by giving
secret or banker’s lien upon his cattle or threshed grain over his position to-day 1if he
is in fair credit? If he is in fair credit, does he need the lien, and if not, would he
get the loan by virtue of the lien where otherwise he would not get it?—A. If I were
general manager of the bank, if he were not in good credit he would not get the
money with the lien. If he was in fair credit he would get the money without the
lien. *

The CramrMAN.—May we take up Section 91, which reads as follows:—

¢ The bank may stipulate for, take, reserve or exact any rate of interest or
discount not exceeding seven per cent per annum, and may receive and take in
advance any such rate, but no higher rate of interest shall be recoverable by the
bank.

Mzr. Emmerson has moved an amendment as follows :—

‘and all payments made by or on behalf of any borrower, whether paid volun-
tarily or otherwise, and all monies accepted or retained by or on behalf of any
bank under the provisions of this Section for interest or discount charges in
excess of said rate of seven per cent, shall be recoverable by the person or cor-
poration so making such payment or from whom such interest or discount cha}'ze
in excess of the said rate of seven per cent, is exacted or retained, in the action
therefor in any court of competent jurisdiction.’

. Q. There are therefore three points raised, first, as to whether seven per cent 1s a
legitimate rate of interest, and secondly, whether banks should exceed this, and 'thu'dly 3
whether it is desirable to penalize them in case of their doing sof—A. I think the
section as it stands is correct. To put in penalties and to further restrict the rate
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would, in my judgment, have the effect of closing a large number of the branch banks,
throughout the west particularly. As I have said before, it takes a long time to
establish a branch and put it on a paying basis. Each of the banks that are develop-
ing in the west have a large number of branches that are not paying. If you say
that they shall not pay more interest at those branches than they would be entitled
to in Winnipeg or any important point, there is only one course for them to follow,
and that is to withdraw their branches unless they want to operate them at a great
loss. There may be cases of hardship where banks have imposed excessive rates, but
T have never heard of them if there are such.

By Mr. Turriff :

Q. There is no reason, is there, or very little reason, why a bank should charge a
higher rate of interest in the west than it does in the east?—A. A branch bank oper-
ated in the west is more expensive to maintain than one that is operated in Ontario
or in the eastern provinces. Therefore, I think it is right that the banks should charge
a little more for the service that it renders in the west.

Q. Is the usual rate in the east 6 per cent?—A. In the east the usual rate is 6 per
cent E

Q. Then one-sixth higher would easily cover the additional expenses which you
have to meet in the west%—A. I had some experience of the American west as far back
as 1885. The Bank of Nova Scotia was accustomed to re-discount the notes of the
banks in St. Paul at 6 per cent. That paper was derived in some cases from banks
in Dakota and other parts of the American northwest, in localities which at that time
would correspond to the condition of localities in our western country, and the bor-
rowers must have had to pay a very high rate of interest for that money. At that
very time the millers and grain dealers were able to borrow money in Boston at from
four to four and one-half per cent, showing the difference between the rates in the east
and the rates in the west at that time, and also indicating how much better service the
Canadian banks are giving our northwest than would be given to that country under
a system of small banks. I think it bears on the point as to whether you are being
overcharged or not in the matter of interest.

By Hon. Mr. Whate:

Q. Let me ask you two questions on that point, take the opening of a bank in the
province of Ontario where the business is principally the obtaining of deposits. Have
you considered what minimum deposits are necessary to clear the expenses of a bank?
—A. That is where there are no loans?

Q. Yes?—A. I should say from $400,000 to $500,000.

Q. Now take the case of the west. In small places such as have been referred to
by Mr. Turriff, would a bank be likely to open at any points of that kind where
deposits are not likely to be forthcoming in large amounts unless a higher rate of inter-
est was there obtainable than could be obtained in the east?—A. No, it would not be
likely to do so.

Q. Now, let us go one step further: we will assume that legislation has been
passed, limiting the rate of interest to be paid, to considerably less than it is at the
present time. In your opinion, would the banks continue to operate these branches,
or would they be obliged to close them up?—A. I think they would revise their list
and consider how many they could close.

By Mr. Cockshutt:

Q. I wish to ask if, from a banker’s standpoint, a new community is considered

- as safe a place for investment as an old and well-established community —A. No, it
is not.
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Q. Under these circumstances then, you would rather express the opinion that a
higher rate of interest might be expected to be levied in a town or village of only one
or two years of age than in a town that had been established for twenty-five or thirty
vears and had proved its capacity to exist?%—A. I think that is a very reasonable
expectation. I also think that there should not be any limits fixed, or at least limits
as drastic as those suggested.

Q. Do you think a bank should be confined to an interest of 7 per cent where
real estate mortgages are paying from 8 to 10 per cent?—A. I do not think so for
a new country. But in reference to a statement made by Mr. Turriff, I may say that
the practice of the Bank of Nova Scotia in my time corresponds with the statement
he made with regard to another bank, namely: that loans paying excessive rates at once
challenged attention. Yet I do not think it in the interest of these communities to
put in this limitation of interest. There may be times when it is desirable to loan
money in that section and to get a reasonable return for it, and I think it is opposed
to the interests of the borrower to make any such limitations.

Q. You feel then that the bank would hesitate to establish branches in new com-
munities if they were limited to 7 per cent?—A. T do.

By Mr. Robb:

Q. At a point in the Northwest where they marketed say 500,000 bushels of wheat,
representing $350,000, what commission would a bank get for collecting that money?
—A. Probably a couple of hundred dollars at the outside.

By Mr. Nickle:

Q. Before you leave that point: I understand Mr. Emmerson’s amendment is to
the effect that if section 91 continues, that in these cases where the bank exacts a
rate of interest in excess of 7 per cent a right of action shall be given a borrower
for the recovery of the excess. That amendment I understand becomes necessary
because the courts have held that if the contract sum and the interest is paid there
is no recourse in the borrower. Do I understand you go to the length of saying you
believe in the retention of section 91, or some other section, limiting the rate of
interest, and yet that a borrower shall have no right of action in case an excess rate
of interest is charged?—A. Yes, I believe in retaining that section. The borrower
has the right, T understand, to refuse to pay the interest, but after payment I think
he should not have the right to recover because it would result in a lot of very objee-
tionable suits. For that reason it would be most objectionable, and, as I said before,
it would be to the detriment of the borrower more than to the detriment of the bank.

Q. For the moment changing from your position of ex-banker to that of a legis-
lator, do you not think it is a most pernicious system to enact legislation that the
rate of interest shall not exceed 7 per cent, that you create these statutory entities
and no sooner have you done so than you say the limitation is ineffective and is not
to be put into working operation?—A. If T understand this section correctly the bor-
rower has the right to refuse to pay a higher rate than 7 per cent up till the time
that his loan is liquidated.

By Mr. Nesbitt:

Q. In other words he agrees to pay it and you think he is a common o?dinal'y
skunk to try to get out of it afterwards?—A. He agrees to pay it and does pay it; why
should he be encouraged in litigation ?

By Mr. Nickle:

Q. Suppose he agrees to pay it and does not pay it >—A. He should not be allowed
to recover.



170 BANKING AND COMMERCE COMMITTEE

3 GEORGE V., A. 1913

The CrARMAN.—* Agency charges.” Under clause 94 the bank may retain one-half
of one per cent and Mr. Ross has moved in amendment that the rate be one quarter of
one per cent. Does Mr. McLeod think that reduction is advisable?

Mr. Ross.—I think that amendment is not really put in proper form and I do not
think I will insist upon it. I think there should be some sliding scale, say one-eighth
of one per cent up to $100, and from $100 up to $500, make it one sixteenth.
I think the banks should do something for the privileges they have, they do not do very
much for the people, and I think one-half of one per cent is altogether too much for
exchange.

.The CuAlRMAN.—We will allow Mr. Ross to redraft that amendment.—A. I think
competition more than takes care of that limitation.

Mr. Ross.—I would like whilst I have the opportunity, this is an important ques-
tion, to ask Mr. McLeod whether, as a matter of fact, he does not think a less rate
would compensate the banks fairly for the services they render?—A. I think perhaps I
might cite you a case—I do not think one half of one per cent is an excessive charge
on a draft discounted at say, Sydney, N.S., drawn on Victoria, B.C., would hardly
amount to that. .

Q. That makes no difference, the interest, this is exchange.—A. This would be a
sight draft and you can hardly charge interest on a sight draft, the competition takes
care of that. :

By Mr. Sharpe (North Ontario) :

Q. Do you thirk the banks should be allowed to charge for keeping accounts?
There is a proposition among some of the banks to charge for keeping all small
accounts.

The CualrMAN.—] understand that the clearing house at Saskatoon agreed to
charge 50 cents a piece per month to its depositors who carried with it a current
aceount under $100, something to that effect.

Mr. Turrirr.—They threatened to do it.

The CrAIRMAN.—I understood they did it.

Mr. Turrirr.—No, they threatened to do that if they were not going to be allowed
to charge more than 7 per cent.

The CHARRMAN.—Possibly our friends from Weyburn will tell us about that when
they come here. Sections 99 and the sections immediately following provide a
method under which the assets of a bank may be purchased by another bank, in other
words, it provides for amalgamation. It has been proposed that this be rendered pos-
sible hereafter only by a special Act of Parliament. Will Mr. McLeod tell us whether
he thinks the present methods of bank amalgamation should continue or whether they
should be altered —A. I think that amalgamation should be by Act of Parliament only.

By Mr. Armstrong (Lambton):

Q. Yesterday, Mr. McLeod gave us to understand that he believed in small banks
with a capital of $3,000,000 or $5,000,000, if I remember aright, that is that they were
much more preferable than the larger ones. I was wondering how large firms, such
as the Canadian Northern Railway, the Dominion Steel, or some of the large corpora-
tions of this country would be financed by these small institutions if they were compel-
led to limit their capital to $5,000,000.—A. There will be a large number of these banks
and each bank would take a share of the financing.

Q. Yes, but you can quite understand, Mr. McLeod, that as far as the banks are
concerned to-day they do not care for separate accounts being kept in different banks,
generally speaking?—A. I would hardly think it desirable to give a bank permission
to carry the largest account that might exist in Canada.
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Q. Is it not a general rule among the banks that they do not care for divided
accounts; they do not care for a borrower to go to one bank and borrow as much as
he can there and then go to another one and borrow there. They would not care for
that kind of security, would they?—A. As a general rule that is good practice. But
where a customer has to borrow largely three or four banks will undertake to carry
the account. That has occurred in my practice time and time again.

By Mr. McLean (Halifax):

Q. You would make no exceptions, but you would prevent the amalgamation of
two banks except by Act of Parliament. For instance you do not favour small banks
of $500,000 on the ground that they are not very profitable, and you would like to see
the bank’s maximum capital fixed at $10,000,000. Now, even reasoning from your
own standpoint are there not some banks of small size where it will be well to allow
them to amalgamate without putting them to the delay and trouble of getting an Act
of Parliament? Or say two banks, one of $2,000,000 and one of $500,000%—A. The
first amalgamation in which the Bank of Nova Scotia was interested was by Act of
Parliament. It did not hinder us sufficiently to prevent amalgamation.

Q. That might have happened whilst parliament was in session?—A. No.

By Hon. Mr. White:

Q. I would like to ask another question that I raised before along this line.
Parliament as we know is in session for six or eight or nine months in the year; is
it or is it not possible that a situation may arise in the interval in which parliament
is not in session in which a weak bank might be in danger of collapse, and yet it
might be known to another bank or to bankers generally that the assets of that bank
are substantially good and by quick action a powerful bank might take it over. You
might conceive that situation. Is there any possible objection to making provision
which would allow that to be done instead of waiting until parliament is in session —
A. T think there is nothing in favour of permitting immediate al‘na]gamation. Taking
the case of the Baring trouble in England, the banks came together and supported
the Barings and prevented the crisis. I have no doubt the same thing would occur
in Canada if the banks ‘were called upon to help out.

Q. Take the Ontario bank situation, that bank was taken over in extremis by
the banks, and the deposits were guaranteed, it was taken over by the Bank of Mont-
real and the other banks guaranteed the Bank of Montreal against loss?—A. Yes, that
could hardly be called amalgamation.

Q. I know it was a case of purchase of assets. This was an amalgamation but
not a direct one. What is meant by amalgamation is the purchase and sale of the
assets of the bank by agreement under the Bank Act, and inasmuch as this was taken
over, these assets were purchased by the Bank of Montreal under the provisions of
the Act. Take that case, parliament was not in session at that time, and how would
it have been handled unless some quicker action than that provided in the Act of
Parliament could have been taken?—A. Are you not wrong in stating that the Bank
of Montreal purchased those assets?

Hon. Mr. Waire.—Probably some of the counsel present can tell us. Mr.
Wallace Neshitt, who was engaged in that case, is here and we might ask him to
explain it.

Mr. Warrace Nessirr.—That matter went through all the courts to t_he Privy
Council; it was not a purchase of assets, it was a rediscounting of secgrihes. T'he
other banks did not guarantee it; they were supposed to do so but they did not do it;
there was some trouble about it and it never was carried out.

Hon. Mr. Wrrre—How did they purchase the real estate?

. Mr. Warrace Nespirr.—It was not purchased, that remained with the curator, ‘and
it enabled them to do much better than they otherwise would have done.
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Hon. Mr. WaiTE—So that really was not a purchase and sale under the Bank Act.
Mr. WarrLace NesprrtT.—No.

The CHAIRMAN.—Section 114 relates to unpaid dividends and balances. At present,
as you know, all unpaid dividends and balances have to be reported, if they are more
than five years, transmitted to the minister. It is now proposed that after six years
they should revert to the government.

Mr. SHARPE (Ontario).—As trustees?

The CHAIRMAN.—To the government as trustees.

Mr. McLeop.—That is not objectionable, it will give the government a good deal
of trouble that is now taken by the banks.

By Hon. My. White:

Q. Is it necessary or advisable? Is there any necessity for that amendment in
your judgment?—A. I believe your balances are handled as well or better by the banks
individually than they would be handled by the government. I mean that the banks
endeavour to discover where these people reside and pay the balances. I think that
is the general practice.

The CaArMAN.—Section 131 has been held over at the instance of Mr. McCurdy
because of an amendment which he is proposing, as follows :—

¢ Any person who being a director, officer, clerk, or servant of a bank, accepts,
“directly or indirecﬂy, a gift payment or other consideration or receives a promise
of consideration from any person who is seeking or has obtained, on his own or
any other account, a loan or discount or other advantage from the bank, shall be
guilty of an offence against this Act.’

Does Mr. McLeod think that a clause of that character is necessary or desirable?
—A. I do not think it is necessary or desirable. I think it would only add to the
provisions of the Act avithout doing any good, possibly not any harm.

By the Chairman:

Q. Section 140, it is proposed to amend as you see by Exhibit F, so as to make
any agreement among bankers, whether specific or implied, a punishable offence. It
reads :—

Section 104b. ¢ Every person who, being the president, vice-president, director,
general manager, manager or other officer of a bank, enters into an agreement with
any other president, vice-president, director, general manager, manager or other
officer of any other bank, or is a party to any agreement to which a bank is a
party to control, regulate, raise or lower the rates of interest on deposits or loans,
discounts, or exchange, or limit competition in establishing branch banks, shall
be guilty of an indictable offence and liable to imprisonment for a term not exceed-
ing five years, or to a fine not exceeding $2,000, or to both.’

Do you think that legislation is desirable?
Mr. SuarPE (Ontario).—There is no word “ implied ” there.

Mr. McLEoD.—T think it is most undesirable legislation. I think we have shown
that the public are being well served by the banks at a minimum cost to the public.
It is impossible to conduct the business of banking where competition is so keen with-
out some understanding as to what the commission or rate of interest shall be at
certain points. ;

By Mr. Sharpe (Ontario) :
Q. I suppose you are aware of legislation which makes it an offence to unduly
raise the price of commodities by wholesalers or agents—conspiracy ?—-A. Yes.
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Q. Then is it not practically along this line a conspiracy on the part of bankers
to unduly raise the rate of interest or limit the competition in making loans? If the
one is objectionable, is the other not equally so?%—A. It seems that that goes farther and
limits all agreements.

Q. Supposing it were modified to “ unduly raised.” Do you think it wise legislation

to prevent competition ?—A. I think it is unwise legislation and would only encumber
the Act. ;

By Hon. Myr. White:

Q. Is there any money trust, so far as you know?—A. No, I do not think so.

The CHamrMAN.—Section 153: By the new Act, bank officers will be liable for
“negligently ¥ signing any statement as to the bank’s affairs. Formerly, knowledge
and intent had to be proven.

Hereafter, mere negligence is to be punished by imprisonment, and a term not
exceeding three years.

By the Chairman :

Q. Do you think this legislation necessary or advisable?—A. It may be necessary
but it is never put in force. Penalties are of no value in case of falsification. It is
not objectionable.

Q. Would not the result be to tend to discourage dishonourable men from acting
as bank directors?—A. I think it might have a slight tendency in that direction; I
do not think it would have any beneficial effect.

By Hon. Myr. Whate :

Q. Do you think it would tend to make them diligent or not?—A. I do not think
it would make any difference.

The CHAIRMAN.—Section 158, sub-section 3: In case any violation of this Act be
brought to the attention of the Minister, and on request the latter refuses to sue for
the amount of the penalties as provided by this Act, and neglects to sue for a period of
three months after such notice, then such person so notifying the Minister may bring
suit in his own name for the recovery of the penalties and such penalties shall belong
to such person so suing.

By the Chairman :

Q. Do you think any good object would be served by making it possible for an
individual to sue in this case?—A. I think it would be very objectionable and might
lead to mischief. '

By Mr. Maclean (Halifax) :

Q. Would it afford an opportunity for extorting money improperly —A. It might.
Q. Have you had any experience of that kind ?—A. No.

By Mr. Sharpe (Ontario):

Q. What is the object of having penalties in the Act? Is it not to see that the
banks live up to its provisions?—A. Yes.

Q. Have you ever known a Minister, either present or previous, to sue for any
penalties under the Act?—A. T have a recollection of one case.

Q. How many years ago?—A. Ten or twelve, perhaps longer.

Q. Is that the only case in all your experience where penalties have been enforced
against banks?—A. I think that is about the only one. : ;

Q. You know of a great many provisions of the Act that have been violated,
rendering the banks liable to penalty >—A. I believe I have made that statement.

Q. And no action has been taken by the Minister of Finance 2—A. No.
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Hon. Mr. WaITE.—Allow me to say that I have fined the banks many thousands of
dollars. I desire to correct the statement of Mr. Sharpe, that I have never enforced
any penalties.

By Mr. Sharpe (Ontario) :

The Minister of Finance has power to fine for over-circulation, it is because of a
specific regulation in the Act; but he has no power to act when the ordinary provisions
of the Act have been violated. A case was brought to my attention, where a bank had
been guilty of a hundred violations of the Bank Act.

Mr. McLeop.—I have no doubt of it.

By Mr. Sharpe (Ontario) :

Q. And the then Minister of Finance (not the present) refused to either give a
fiat or bring an action for penalties. Do you think the matter should simply rest there
and that the private individual who feels aggrieved should not have any opportunity
to sue the bank?—A. It depends largely on the grievance. The Minister may decide
that it is not in the best interests of the public that a suit should be brought.

Q. Do you think penalties should be prescribed in the Aet and not enforced —A.
There are a great many.

By the Chairman:

Q. What is your opinion as to the penalties contained in the Act?—A. For falsi-
fication of returns, I think they are practically a dead letter, but they should be
enforced. The penalties for circulation, I think, are unreasonable, excessive, and
should be modified. They were agreed to by the bankers at a time when circulation
was far below the capital; but now that circulation is near to capital, and, in some
cases, in excess of capital, I think those penalties should be very materially reduced
and not exceed, perhaps $1,000, and 10 per cent interest for the time the excess con-
tinues.

By Mr. Maclean (Halifaz) :

Q. It was suggested in the House (but not in the Committee) I think, that there
should be some amendment to the Bank Act corresponding to the note redemption
fund in the interest of depositors; that is, that there should be a system of contri-
butions by banks to a common fund to protect depositors. It is an old question and
I would just like to have your view on it?—A. I am absolutely opposed to a guarantee
of deposits.

By the Chairman:

Q. What is your objection?—A. I doubt very much if the banks would consent

to it. I think a good many banks would go out of business rather than guarantee the
deposits of all other banks.

By Mr. Sharpe (Ontario) :

Q. What is your opinion of the system in New York state, which protects deposi-
tors by segregating their savings and guaranteeing them by government bonds?—A.
You refer to savings banks?

Q. Yes—A. I would suggest that where any bank uses the term “ savings bank,” or
“gavings department” that they should segregate their deposits. If they do not want
to do that, let them simply advertise that they take deposits on interest.

Q. Would you have the chartered banks under this Act segregate savingsi—A. If
people deposit money on interest, I do not think that should be regarded altogether as
a savings bank, although, in fact, it is. What I object to is banks using the term
“savings banks,” “savings departments ”—terms that may deceive some people.
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Q. That is a very important question. I understand the New York state system
pays interests at 4 per cent and segregates the deposits, which are guaranteed by govern-
ment bonds. Is that correct?

Hon, Mr. WaiTe.—Explain that. Who owns those bonds. How are they acquired ?

Mr. SHARPE (Ontario).—I will read this letter of Mr. McLeod to the editor of the
London T'vmes, dated January 13, 1910. Speaking of the desirability of protecting
depositors, he says: “ There have been no failures in Scotland or in Ireland for 81
years; in Canada, within that time, nineteen banks have gone to the wall, most of
them with records of fabricated balance sheets. Twenty-nine banks remain. Aus-
tralia, despite the crisis and suspension of 1893, has a failure record less disastrous
than that of Canada. Bank failures in the national system of the United States,
under government examination shows a percentage of 5.14 of the total number of
National Banks sometime in business since 1864; against 36.2 per cent for Canada
for the same period. .

“In the case of suspension of a Canadian bank, the first charge on the assets is the
notes in circulation; the second, the claims of the Dominion Government; the third,
the claims of the Provincial Governments; the fourth, the claims of depositors. In
practice where there is apprehension regarding the standing of a bank and a run takes
place, the ordinary depositor whose deposits are not subject to notice, if sufficiently
alert, is the first to be paid. The savings depositor, who may be required to give
notice, is likely thereby to have his claim deferred until actual suspension takes place,
and then he ranks last.

“Those who urge that we should follow the practice of all other English speaking
countries, by adopting external examination of banks, do so for the reason that such
external examination has had a salutary effect in other countries and that our failure
record seemingly makes the change imperative, if the banks are to preserve their
franchises free from vexatious modifications. They also urge that savings depositors,
who represent considerably more than one-half of all the liabilities of Canadian Banks,
are entitled to all the protection that can be thrown around them. In some counties,
New York State, savings deposits are segregated and covered by government bonds or
other security.” :

By Mr. Sharpe (Ontario):

Q. I would like an expression as to what that system is in New York State, and
if it is not applicable to Canada. What would you suggest, in the way of protecting
depositors? Many depositors in our country districts put their money in savings
banks and draw interest at, say, three per cent.?—A. I think it is very desirable that
the savings should be segregated. At the present time it is not a practical ques-
tion. It could not be done. I have suggested the system of inspection. I have sug-
gested a reduction in the percentage of loans to total bank funds. When the time
is fitting if T am here—I shall go further and suggest that something be done in that
direction.

Q. In other words, you think an official system of external inspection would pro-
tect the depositors?—A. Yes, and limitation of loans to gross assets. This would be,
not in the interest of the borrower, which some of you are endeavouring to safeguard,
but in the interest of the whole country. When you reach that period, it may be desir-
able to segregate savings, but not now.

By Mr. Ross:

Q. Would it be possible to protect depositors in much the same way as notes are
Protected by a fund, say one-half of one per cent of the average deposits in each bank,
placed with the Minister of Finance for a term of years until that amount reached five
per cent of the deposits, and on which interest would be allowed by the Govern_ment at
the rate of three per cent?—A. I am opposed to any idea of guarantee of deposits.
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Q. That would not be a guarantee by the Government; it would be a guarantee by
banks.—A. Tt is the same thing.

Q. On what ground are you opposed to that?—A. I would suggest that you con-
sider and study the experience of Oklahoma, where trouble came very quickly after the
deposits were guaranteed. -

Q. The system still prevails in Oklahoma ?—A. I thought it was so disastrous that
they had to give it up, but I have not followed the subject for the last three years.

Q. Apart from the experience in other countries, is it not possible that a system
which might fail in one country might succeed in another? As a practical banker,
what would be your objections to that anyway?%—A. I would go further and say that a
system that might fail in one part of a country might succeed in another part of the
same country.

Q. What are the reasons against it%—A. A guarantee of all the banks?

Q. A deposit by all the banks to protect depositors?—A. Tt would limit or destroy
conservatism.

By the Chairman:
Q. You mean that a bank would be very likely to be rash, knowing that someone
else would pay its debts if it got into trouble?—A. Exactly.

By Hon. Mr. Whate:

Q. Would it not equalize the credit of all the banks with the depositors? If all
the banks were guarantors of the obligations of each, would it be fair to the banks
whose credit was well established by conservative management to be responsible for
other banks over whose affairs they have no control ?—A. It would be absolutely unfair,
and I should think ruinous.

By Mr. Turriff:

Q. Does not all that you have urged against a fund for a guarantee of depositors
apply with equal force to the fund for the guarantee of the circulation of bank notes?
—A. No, not to the same extent. Under the old system, before the system of mutual
guarantee, which was brought in in 1890, a bank note issued in New Brunswick, or
Nova Scotia, or Montreal, might pass at a discount out in the west, but under this
system there is no discount anywhere, the note holder does not have to select the bank
of which he holds the note. One note is as good as another.

By Mr. Maclean (Halifax) :
Q. He is an involuntary creditor?—A. Yes.

By Mr. Hughes (Kings, P.E.I.):

Q. The depositor dees not select the bank, now. He will go to the bank that is near
him. Supposing that such a thing were done, would the Bankers’ Association be much
more vigilant in looking after the smaller banks and seeing that it does not indulge in
practises that were not according to the rules of good banking ?—A. I would be inclined
to think that the Bankers’ Association and all the members thereof would throw up
their hands and be ready to give up business.

By Mr. Maclean (Halifax) :
Q. The note circulation fund was only possible because the notes were a first
Tien upon assets?—A. I would think so.
Q. And received the acceptance of banks because notes of issue were a first lien
upon Jassets “—A. And they were mutually guaranteed.
Hon. Mr. Waite.—And they are the currency of the country.



BILL 36—BANKS AND BANKING 177

APPENDIX No. 2
By Mr. McCurdy :

Q. Would you be in favour of allowing loan .companies to receive deposits in
the same way as banks do?—A. I think there should be regulation.

i Q. And trust companies?—A. That is savings deposits you mean?

Q. Payable on demand?—A. I want to emphasize the point that I make that
I do not think any bank or corporation should use the term .of ¢saving bank’ unless
‘thed savings are segregated.

: Q. And §n case these companies could receive deposits would it be advisable to
insist that they carry a certain amount of cash reserves to meet these deposits?—A.
If they receive savings deposits, I think they should be required to segregate these
deposits.

¢ Q. And carry cash reserves?—A. Yes, and carry cash reserves if the deposits
are payable on demand.

By Mr. Maclean (Halifax) :

Q. Yesterday, you expressed an adverse opinion against the possible success of
small banks, and you also expressed an opinion in favour of the maximum limitation
of capital of banks as $10,000,000. Can you give me some reasons, the principal
on which you urge that conclusion? Supposing, for instance, $10,000,000 were your
limitation and a bank had $9,500,000, and they were in bad condition, and supposing
they could sell a million or two of capital, would you prevent- them putting that
additional capital in to save the institution?—A. If a limit were set, of course we
'should prevent them from selling it. g

p Q. You would not?—A. I would prevent it. A limit is a limit, and should be
adhered to.

2 Q. Would you prevent any limitations in combinations of capital in any other
class of business?—A. A limitation on the capital of ‘a bank was a suggestion that
T threw out. It is advisable that it should be done in some way. The details would
be frequired to be thought out very'carefully.

'Q. Is there any way of getting statistics as to the volume of the country’s
‘business that is transacted upon credit—it is all done upon ecredit,'I assume, and
what proportion might be directly applicable to the assistance of capital—A. I do not
know that it would be possible to get those statistics in Canada.

‘The OBAIRMAN.—Are there any further questions that any one wishes to ask
Mr. McLeod?

Hon. Mr. Waimre.—If that is all, I desire to say, Mr. Chairman, that
I am sure I voice the sentiments of every one present when I say that Mr.
MecLeod, by coming from Europe at very great trouble and inconvenience to himself,
and giving us as freely as he has from his experience in banking, the very valuable
information which has been imparted to us during the past two days, has put the
Government and every member of the House and the public under obligations. It may
seem to an onlooker a very easy matter to answer the questions that Mr. McLeod has
answered, but from such considerations as I have been able to give the Bank Act and
the perplexing questions involved, I need not say that it is a very difficult task indeed.
I desire to move, Mr. Chairman, that a very hearty vote of thanks be accorded to
Mr. McLeod by the committee for his courtesy, and I desire to assure him on behalf of
the Government and on behalf of the House that we very deeply appreciate his course
and we thank him most heartily and sincerely for the very valuable information he has
imparted which we shall now have the benefit of in considering this most important
measure.

Mr, MacLeaN (Halifax).—I have very great pleasure in seconding the motion
“moved by the Minister of Finance, and I j Jom with him in cordially extending to Mr.
MeLeod our appreciation of his kindness in coming such a great distance. I am sure
¢very member of the committee feels that his opinions and the evidence which he has

2—12



178 BANKING AND COMMERCE COMMITTEE

3 GEORGE V., A. 1913

given to us have been exceedingly helpful. I do trust Mr. McLeod will intimate that if
we require him at a later date he will be available to the committee.

The CHAlRMAN.—I am sure that it is an unnecessary formality to put to the com-
mittee the resolution proposed by the Minister of Finance and seconded by Mr.
Maclean. I think the committee are unanimous in expressing their appreciation of
his attendance here, and on its behalf I would thank Mr. McLeod most cordially.

Mr. H. C. McLeop.—Mr. Chairman, I am very much gratified at the reception I
have received from you, the Minister of Finance and from the whole committee. I fully
expected to be attacked on a number of points, and that my experience here would not
be altogether pleasant. However, in that I have been very agreeably disappointed. I
am very glad I came, and I must thank you all for your attention and for your courtesy
in the conduct of the examination. Any answers I have given I can assure you have
come from the bottom of my heart, and because I believed the information so conveyed
to be correct. I was very much surprised to get a cablegram asking me to come here.
At first, I thought my presence was wholly unnecessary. The present Bill is such a vast
improvement over the previous one that I deemed this measure good enough for a——

Mr. SHarPE (Ontario).—for a starter.

Mr. H. C. McLeop.—Yes, for a starter. But having come here I reverted to my
original position. I did not take the precaution of reading over all that I had written
on the Act, and on the subject of banking, and so Mr. Sharpe and other gentlemen
almost tripped me up once or twice. Still I am very glad to be here and so far as any
inconvenience to myself is concerned I consider it a great compliment to be invited to
appear before this committee. Upon receiving that invitation I would have hastened
to obey it, no matter what the inconvenience to myself might be, had I been in Egypt
or even more remote points in the East. I would have returned here by the first
steamer, just as I did from Italy. (Applause.) I assure you, gentlemen, that I am only
too happy to contribute to the welfare of the Canadian banks or the Canadian public in
regard to the banking system. I say this heartily because it is to me a labour of love. I
retired from the Bank of Nova Scotia three years ago because I felt at that time there
was no possibility of securing reforms in the Bank Act; the Government of the day had
so stated through one of its agents. I thought that statement was final, and I had no
desire to continue agitating for reforms which there seemed to be no possibility of
getting. It is a very great satisfaction to me to find this committee so strongly in
favour of banking reform, as I know the public were at the time that I entered. In
conclusion, let me thank you once more, Mr. Chairman, Mr. Minister, and gentlemen,
for your kindness.

The committee adjourned until this evening.

CommirTee Room 101,
TrURsDAY, April 8, 1918.

The Committee resumed at 8 p. m., the Chairman, Mr. Ames, presiding.

Mr. GorpoNn WaLbroN, called and examined.

By the Chairman :

Q. Will you kindly tell the committee, Mr. Waldron, what your profession and
present position is?—A. My profession is the law and I am one of the owners of the
Weekly Sun, a very useful public journal in which I exercise considerable control, and
to which I contribute some writings.

Q. And are the articles which are from time to time published in that paper on
financial questions mostly from your pen?—A. They are mostly from my pen, yes.
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Q. What experience have you had in banking and financial matters which has
given you that knowledge?—A. Well, I am a student and my attention was directed to
banking and financial problems while residing for a number of years in Central
America where I became interested in the problems which the Republic in which -I
resided had, especially the problem of setting up a sound currency.

Q. You were good enough to indicate, for my benefit those items on this memoran-
* dum on which you felt you could give some valuable information to the committee. I
have marked them here sections 10 and 183, 54, 56, 61, 76, 83, 88, and 99. Taking up the
first of these sections (10 to 13) there has been a proposal laid before the committee
for the introduction of a system of small banks. At present, as you know, a bank
requires $500,000 capital, $250,000 paid up, before it can commence business. A pro-
position has been made to the Committee that there might be three classes of banks:
a Dominion bank, with branches in more than one province; a Provincial, with
branches in one province, and city and county banks, with no branches, and that the
capital stock of the two latter classes should be $250,000 and $100,000, respectively.
Will you kindly give us the benefit of your opinion in respect to these smaller banks?
—A. Of course, Mr. Chairman, I speak with great modesty, and before I answer your
question I would just like to say that in what I am going to say I keep in view a wider
class of interest than has apparently been referred to here during the past few days.
I think it is important for the committee to keep in view that the persons interested in
bank reforms are not merely shareholders, depositors and borrowers, but the whole
public of Canada. The labourer, who may never have a dollar on deposit, is interested
in the operation of banking as the industry in which he is engaged depends very much
for its stability on banking.

I am convinced that there ought to be a relaxation of the rules for setting up new
banks. I am convinced that there ought to be permission granted for the chartering
of what I call small banks. I am not going to debate whether they ought to be pro-
vineial, county, or anything of that sort, but I think a bank with as small a capital
as $100,000 might properly be permitted. It ought not, perhaps, to have branches, per-
haps it might have, with limitations. In order that it might be successful, you would
have to make some arrangement to give it the benefit the larger banks have, of note
issue; but I am very strongly convinced that such banks ought to be permitted. Of
course, in some places they could not succeed; in others, they would, and experienced
bankers could be found to manage them. I do not agree with what has been said about
the extreme difficulty in getting managers. Banking, after all, is not so very difficul¢
a problem if the main principles of banking are adhered to, and I am quite sure that
men like Austin of the Dominion Bank in Toronto, and many others like him, would
make most efficient managers of these small banks. Such men may be found in many
small towns and communities in this province.

By the Chairman:

Q. What facts have come to your personal notice to persuade you that sm.aller
banks are desirable or necessary?—A. Despite all protests of bankers, there is a
general impression that the remoter communities are injured by the present system
of banking.

By Mr. Nesbitt:

Q. How?—A. Well, deposits are gathered and carried to a centfral place gf
administration. The men of ability follow the capital, able and efficient men who
might otherwise have remained in the community.

By Mr. Maclean (Halifaz):

] Q. Would the small bank get these deposits as against one of our stronger banke
to-day ?—A. I'see no reason why it should not.
2—123
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By Mr. Armstrong (Lambton) :

: Q. What stands in the way of these smaller banks being established?—A. The
Bank Act.

Q. There are very few private banks, in a small way, succeeding to-day?—A.
Private banks have diminished in number throughout Ontario, at all events, partly
becausa of depletion of population'in the rural districts. They have not the right
bf note issue, they have not regulation. Of course, my suggestion for smaller banks
involves, necessarily, a system of inspection which would keep them following pretty
strictly the lines of sound banking.

By Mr. Barker:

Q. Have you any knowledge regarding the efforts of banks with any amount of
eapital endeavouring to start in a small community?—A. I see branches in very
small places. The country is covered with them. I find, for example, the Canadian
Bank of Commerce boasts of having three hundred branches.

Q. In small places?—A. Yes. I can name you one example. The Farmers’
Bank, of odious memory, started @ branch in Brucefield, which is a little hamlet six
‘miles from Clinton and six miles from ‘Seaforth. It established a sub-branch at
PDashwood, for example, a remote village at least ten miles from town. They
gathered $113,000 at that one little sub-branch.

Q. Do you think a bank with $113,000 or $200,000 of deposits would pay expenses
in the first three years?—A. I' am not able to say how long it requires.

Q. How long did it take this bank to collect that amount?—A. A comparatwely
small period of time; I do not know just how long. Take the town ‘of Clinton;
MecTaggart Bros. have a private bank there, which was run by their father before
them, a reliable ‘man of sound judgment, who loaned money. How much capital or
deposits they have, I do not know, but it is evident that such a concern, for example,
might be turned into a useful small bank.

By Mr. Nesbitt:
Q. Do McTaggart Bros. loan any cheaper than the incorporated bank there?—A.
I am not able to say.

By Mr. Barker:
Q. Before you get away from this point, by whom was this $113,000 of deposits
made up?—A. I am unable to say.
Q. What rate of interest did they pay?—A. I do not know

By Mr. Maclean (Halifax) :

Q). Was the name of the Farmers’ Bank any attraction, in rural sections, to deposi-
tors?—A. I do not think so. I do not see why a man of sound judgment, assisted by
two or three equally capable neighbours, should not form a small bank. If you go into
the United States, the first thing that strikes you as you get away from the big centres
of money, is the small bank with modest premises which is carrying on the business of
banking in the small communities. These small banks are developing the local indus-
tries.

Q. Are there small places in Ontario that are not receiving proper attention from
the branches of the chartered banks %—A. Despite all protests of bankers, I believe
there are.

By the Chairman:
Q. Do you know of any, personally?—A. I could not prove the statement, but I
participate in the general belief that the local communities are not served as they
should be. I met, the other day, a man who has an industry in a western town of
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Ontario, who was going to Montreal to do his banking. My own judgment would be
that he and his neighbours are able and efficient men; and if local capital were at their
command, they could have used it, and I think, well.

By Mr. Maclean (Halifaz):
Q. Is there a bank in his town?%—A. Two.
Q. What is his business ~—A. Manufacturer of clothing.
Q. Was he in good financial standing?%—A. I am quite sure of it.

Q. You are sure that the local banks did not refuse him credit because he was not
strong financially %—A. I am quite sure of that.

By Mr. Nesbitt:
Q. He was going to Montreal, to the head office of one of the big banks %—A. Yes.

By the Chairman:
Q. Have you anything further to ask Mr. Waldron, about the small bank question$

By Mr. Armstrong (Lambton):

Q. I would like to ask whether there are any localities that are complaining about
the branch bank system, and that you think would greatly benefit by having such &
system of small banks as is proposed #—A. I do not know of any community. There are
complaints, of course, but as to community complaints, I do not know. I am strongly
disposed towards permitting these smaller branch banks, because I do not believe they

would interrupt the operation of our system, and they would do these important things,
develop local skill.

By Mr. Barker:

Q. Local skill in what?—A. In finance, in manufacturing industry, in getting
out apples, it might be.

By Mr. Nesbitt:

Q. Small banks could not do much encouraging a manufacturing industry which
would require heavy financing.—A. They might have half a million of deposits. Some
of these towns are said to have more than that. Pembroke is said to have three
millions of deposits. Amnother town is cited where they have over a million, and there
are only $50,000 of that million loaned out in that locality.

By Mr. Donnelly :

Q. Where the directors live in a community, and the men who propose to borrow
live in the same community, would local jealousy or friendship have an injurious
effect —A. I do not think so. There are 7,000 or 8,000 of such banks in the United
States with $25,000 capital, serving the community. 2

By Mr. Maclean (Halifaz):

Q. Would the manufacturer you refer to as going to Montreal be a man likely

to be a director of a local bank if started in his town?—A. He would very likely be
one.

By Mr. Nesbitt:

Q. Would you not think it dangerous that he should borrow from his own bank¥
—A. Of course, I presuppose for all this the assumption by the government of the
duty of inspection and an inspection which is not merely an audit, but an effective
direction of all banks according to sound lines.
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Q. Do you think from your knowledge that the small bank would serve the locas
eommunity in so far as borrowing is concerned any better than the branch bank
does?—A. I do, because as I understand the branch system of Canadian banking
now carried on there is not sufficient check. There is likely to be over-lending; there
is too much commereial lending; and you have the frequent recurrence of times when
eredits have to be called, when somebody has to be shut off.

Q. That would surely be the case in the small banks?—A. The small bank would
look after its own affairs. ‘

Q. What do you mean by commercial lending—what other kind is there?—A.
Upon securities, strietly upon personal security, upon bonds and stocks, and there is
lending upon commercial enterprises upon which I will speak a moment later.

By Mr. McCurdy:

Q. Should the bank lend to a manufacturer to establish a plant?—A. No; I
should think I would lend with very great caution; and I complain that our banks
Iend too much in that way.

By the Chairman:

Q. Let us take section 54, dealing with the annual special statements. Mr.
Waldron might tell us what fuller details are, in his opinion, desirable in the annual
and special statements submitted by the directors for the consideration of share-
holders%—A. We will only stop one moment on that. I am glad to see the much
wider requirements in the statement and the only topic I would say anything on is
the report of the value of real estate holdings. I have heard the discussion here, and
the objections made by Mr. McLeod whose judgment I respect highly. I think some-
how there ought to be a complete disclosure of the real estate holdings of the banks.

Q. You mean those owned and occupied by them, or those held with the inten-
tion of selling to make up for a bad debt?—A. I mean all of their real estate acquired
from customers or held for office buildings. I go further, and would require to know
their dealings with so-called realty companies. There are some ugly suspicions about
these we ought to know.

By Mr. Sharpe (Ontario):
Q. A thorough inspection would disclose that?—A. It ought to.

By the Chairman:

Q. Taking up the matter of inspection, section 56, what has Mr. Waldron to say
with reference to the proposal in the Bill for a shareholder’s audit or with reference
to a system of government audit and inspection?—A. I think the system of audit
proposed by the Bill is better than nothing and better than what we had before. But
I am for a government audit, for an audit by the people, because it is the people’s
affair,

Q. Would you state to the committee the method by which that could be done, and
your reason why it should be done?—A. My reasons are that the public may know the
manipulations of what is their interest and property, that is the public credit; that they
may see it administered according to sound rules; that it may not get into the hands
of a clique; that it may not be dissipated as we have seen in the past, and even as we
only suspect in many cases. I would have a government audit, and I would have it
earried on effectively. I would have some rules of banking laid down. For example,
I would say that the Act ought to say that it is the duty of banks to keep a cash
reserve up to a certain limit. Opinion may differ as to how much the cash reserve
ought to be. Mr. McLeod says 15 per cent. He knows better than I do, but that is not
enough in Australia. In Australia they have 20 per cent in bullion and specie. It
would not be enough in the case of the savings banks or trust companies in New York,
which are required to keep 15 per cent, 5 per cent in cash and the rest in reserves in the
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National banks. The result was when a time of trial came the banks themselves were
severely tried by the withdrawal of the Trust Companies that had fallen into discredit.
There ought to be a specified cash reserve which it would be the duty of the inspector
to see was observed. There ought to be a requirement stating in definite terms as to
the other liquid assets of the bank. There ought to be a requirement as to lending te
officers and directors. And I think it is perfectly proper that the Act ought to lay down
that a bank must not lend more than a specified sum from its assets to any particular-
person or concern; and so on.

/

By the Chairman:

Q. Have you any personal experience, or has any experience come directly under
your notice, that would lead you to those conclusions?—A. I think the present situa-
tion to-day is sufficient to demonstrate to anybody who examines it closely the necessity
of inspection. It is apparent that inspection would be of great value to the banks
themselves; it would prevent competition in danger. Tf you set a moderately safe
limit of specie reserve and of liquid reserves the bank would not be prevented from
over-stepping that by reason of competition. I feel quite certain that the banks drift
into a dangerous position. You have the banks to-day with perhaps 10 per cent of cash
reserves including Dominion notes. That is a fair statement. That is surely not
sufficient. You have enormous sums loaned on what I call commercial loans, largely
in the securities we will speak of in a moment. In the operation of business, that is
to say, these secret securities, you have the banks in danger of fixing unduly an
amount of capital in commercial enterprise which is quite as dangerous as if it were
put in real estate.

By Mr. Nesbatt:

Q. What would you do with it?—A. Various things might be done with it. The
Bank of England lends upon securities which are regarded more liquid than upon
securities. I do not suppose it makes any commercial loans at all.

By Mr. Maclean (Halifax):

Q. It re-discounts?—A. It lends upon liquid security; it lends floating capital.
Our banks are lending enormously, and it appears to me are lending dangerously,
fixed capital in commercial enterprises and property, calling it liquid capital. It
is not liquid capital at all. What can they collect from a business which they have
once put their money in?

Q. What difference do you make between liquid capital and fixed capital in a
banking business?—A. For example, if a bank bought real estate, it would be fixed
capital; you could not realize upon it. It is not liquid.

Q. It is not in the banking business?—A. If it lent on real estate; if it lent upon
a business, a going concern for example, as they do lend, as you will see by the state-
ment furnished by commercial companies. One company 1 have before my mind
now is constantly carrying an indebtedness of $800,000 to $2,000,000 in its operation.
Who would pretend to say that that capital is liquid?

Q. It would depend upon the security of course?—A. It would depend upon
the security. The bank could not sell this raw material in the process of manufac-
ture. It could not realize upon that in months.

The CHAIRMAN.—A great deal of that would be customer’s paper.

By Mr. Barker:
Q. For these small banks, where would you expect to get the stock-holders to t.ake
the stock with the double liability and enter into this business in a small community ?
Have you thought of that?—A. Yes, I have thought of it.
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Q. After seriously thinking of that subject, do you think you could get stock
taken, with a double liability, in a bank that would carry on business in a better
manner more to the general interest of the country and of the community, than
the present banks?—A. Well, if you could not get it then your bank would not go
on, but no harm would be done. If you could get it, it would go on as well as the
others.

By Mr. McCurdy :

Q. I understand your position is that the Canadian banks should be required to
maintain a legal reserve of say 25 per cent in cash.—A. Yes.

Q. In that case how would such a reserve help the situation in times of financial
pressure —A. Times of financial pressure would not so readily arise.

Q. But you would lock up 25 per cent of reserves in cash which would be available
in times of need?—A. Then you would have staple industry. For example in
“France—

Q. But by simply locking up this 25 per cent you would reduce the amount of the
funds available for business purposes?—A. Very well, then you wonld not have infla-
tion. Anything that makes for the stability of industry is desirable. Look at the
- enormous deposits in the Bank of France. There they have enormous cash reserves.

By Mr. Maclean (Halifax) :

Q. All the reserves in France are carried in that bank.—A. Then you have no i
fluctuation. The Bank of France keeps about 175,000,000 pounds.

By Mr. McCurdy:

Q. You would prevent industrial activity by this process —A. No, you would not.
Men would find other means of getting their capital. .

Q. If you reduce the amount of available capital that can be used you will cer-
tainly reduce your industrial activity %—A. I think not.

By Hon. Mr. White:

Q. I want to ask you a question regarding a statement I understood you to make
as to the liquidity of our banks—the amounts of specie that they hold in gold, and
Dominion notes, which of course represents gold —A. Yes. That is, it might repre-
sent gold if you kept your reserves here in the Parliament Buildings.

Q. I do not want any statement to go out which might create an erroneous impres-
sion. You understand, of course, that in addition to the banks holding gold, and
Dominion notes representing gold, they have a line of immediately convertible call
loans —A. Yes.

Q. Did you deal with that phase of the question before I came in, because, unfor- .
tunately, I was detained in the House?—A. No, I did not deal with that: I did not
think that question was large enough.

Q. It is generally understood that the Canadian banks maintain liquid resources
of between thirty and forty per cent. You must add that to your ten per cent of cash
reserves >—A. Mr. Wilkie, of the Imperial Bank, who is a very careful mon, estimated
lately that, taking all these things into consideration, the whole liquid assets of the
banks of Canada were only 23 per cent of their liability.

Q. I should think that was an under-statement. At all events in addition to the
gold, and the Dominion notes representing gold, there are the call loans in New York
and in London.—A. And the call loans here.

Q. But they are not so immediately convertible. In larger markets they are
convertible, and that, of course, should be added to the percentage that you first men-
tioned. Would that be right?—A. It would add to the percentage of liquid assets in
g0 far as these are liquid assets. There is a wholly wrong impression in general among
the people that it is wrong for banks to have any money whatever in New York. With
that idea I have no sympathy whatever. It is absolutely necessary that banks have
liquid reserves and they cannot be liquid here in our stock exchange.
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Q. That is, they are not immediately liquid, they are a line of secondary conse-
quence.—A. The market stocks on our stock exchanges might fail to sell, but you could
transfer them to another market.

Q. In the world’s market they are convertible into gold—They sometimes fail
to sell there, .

By Mr. Thornton: :

Q. Did you take the stand in your paper that these liquid assets in New York
are perfectly regular?—A. I do not remember whether the paper has done so, but
if I were writing I would not encourage the erroneous view that our banks ought not
to have these reserves.

By the Chairman:

Q. Do you remember that in the fall of 1907, between the months of September
and November, the Canadian banks drew $24,000,000 of gold into Canada?—A. Yes.

Q. For local needs, from their New ,York and other outside reserves?—A. There
is no doubt about it, these reserves are of the utmost importance.

By Mr. Armstrong (Lambton):

Q. You have made the statement that you are in favour of a government audit.
Mr. McLeod has suggested that a board of auditors be appointed by the 'bank
managers and that the Minister of Finance or the government should approve or
disapprove of these appointments. Would that proposition meet with your approval?
—A. Absolutely not. i

Q. Then what are your suggestions in that regard —A. My suggestion is that
parliament should enact the method of appointment, and that the officers appointed
be responsible to the government or the Department of Finance.

By Mr. McCurdy:

Q. What rule should you lay down?—A. Perhaps I could not seriously set that
out in 'detail. In the United States they have had a long experience. There they
have a department of inspection which is Jargely working under rules of statute.
I do not think you ought to involve the Finance Minister or the government in
political responsibility, and I do not think you would. That ought to be avoided,
but there must be inspection by government officers. It is the people’s affair.

By Mr. Ross:

; Q. Would you have a special department of the government to look into "the
inspection of banks?—A. I do not see why there should not be. Take my friend
Mr. White, who is in charge of the Finance Department. There could be inspectors
under him and he could send them about. These officers might be under the charge
of Mr, White.

By Mr. Armstrong (Lambton):

Q. How many inspectors should there be?—A. I am unable to say. There ought
to be sufficient for the work and it ought to be done well. The time has passed
when we can avoid the disgraceful failures that have happened and we want 'also tﬁ
avoid dangerous banking. We want to create a condition where our industries wi
be stable and we will not have fluctuations and violences. 3

Q. Then the government will be responsible for any bank fai
you mean responsible? :

Q. They fvill be responsible if they are responsible for the appomtl.nint 03;
inspectors?—A. No, they appoint the best inspectors they can. They appoint g
men and they do the work well. That would not hurt the government.

lures 2—A. How do
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By Hon. My, White :

Q. Just one more question. Under a system such as you indicated, would the
banks be in any way controlled as to the amount they should invest in commercial
loans and the amount they should keep liquid? In your judgment would it be more
than an audit?—A. Oh yes, it would be more than an audit.

Q. You think that the Finance Department, through its officers, should indicate
a general policy for banks as to liquidity and these various things you have been
speaking about?—A. Yes.

Q. And that should be done with skill? It would not be the Finance Minister
who would say to a bank, ¢ you must shut your doors,” his inspector would say that.

Q. You know that it gets down to the practical, that is where I am concerned ?—A.
T remember a case in the city of New Orleans, where a Jew of the name of Adler con-
ducted the City National Bank and became very successful on paper for a time. Those
of us who knew his operations said that he must fail. The bank inspector came along
one day and said to him: ‘You must close your doors” Now Adler might have gone
on for two years and made a far more disastrous failure. It was not the Treasurer
of the United States, but the bank inspector himself who closed him down.

By Mr. Thornton:
Q. After he had made an inspection?—A. After he had made an inspection.

By Hon. Mr. White:

Q. Getting back to what we were talking about a moment ago, that is to say the
“administration of the banks from day to day, and the information brought to the
attention of the inspector of the department. You spoke, as I understood it, of proper
methods of banking, as to the mention made of liquid assets, and as to the amount of
commercial loans, fixed capital and other matters?—A. Yes.

Q. Is it your opinion that the inspector, or inspectors, would have authority
to control in any way the business discrimination of the directors of the banks as to
the loans they would make, and as to the amounts which should go into certain securi-
ties, or be loaned in certain ways or otherwise?—A. I noticed you asked Mr. McLeod
the same line of questions and it is very important. It is difficult for me to say just
what you should specify, but T am quite satisfied that your inspector, or the chief of his
department or bureau, ought to be empowered to go to the banker and say: ‘Your
cash reserves are too low. You must mend this condition.” Or he might say to the
banker: ‘You have too much loaned in fixed loans, whether commercial or in land.
You must mend this condition” Or he might say: ‘You have evaded the rule laid
down in the Bank Act that you must only lend 10 per cent to an individual company.
We find from your books that you have loaned 25 per cent. You must get rid of that
loan right away, it is dangerous.’ I see nothing to object to in that. In my opinion
that would be quite fair and proper.

By Mr. Sharpe (Ontario):
Q. That is, the inspectors would be enforcing the general principles and the pro-
visions of the Bank Act?—A. Yes, sir.
Q. Not interfering with the particular accounts so much?—A. No.

By Hon. Mr. White:

Q. The principles of the Act, let us get to them. What I am getting at is the
control and administration of a bank from day to day. I want to see how far you have
it in mind that the inspector is going to touch and modify it in any way, because that
is a very important matter?%—A. It is a very important matter.

Q. Especially with a branch bank system?—A. Yes.

~ Q. Where a bank will be giving credits on the Pacific Coast, down the Pacific
Coast, and all over the world, practically?—A. Quite so.
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By Mr., Nickle:

Q. Taking the illustration of the New Orleans Jew and applying it to Canadian
conditions, do I understand that you go so far as to say that if the inspector entered
a bank and was dissatisfied with the line of credit that was given—let us make the
inference personal, and say to myself—that he should have the right to say to the
general manager or local manager, ‘You must withdraw that line of credit?—A. T
should think so. Well, not necessarily withdraw that line of credit, but he should say:
‘You must bolster it up and make it a good loan.

Q. You would give him power to say that he must bolster up or curtail a line of
credit?—A. I have no hesitation in saying that.

Q. Any line of credit given to me?—A. I have no hesitation in saying that it
must be so.

Q. Follow it to its logical conclusion as I argue the matter.—A. Yes.

Q. Suppose I branch out into business, that I undertake negotiations with a
bank and they loan be $50,000 on the strength of my ability and the business I was
about to embark upon, and I was half through the venture. The government inspeec-
tors come down and call my loan. I say I cannot pay it. Would you say the inspec-
tor should arbitrarily have the power of ruining me?—A. I should say probably ¢ yes.’

Q. Then you would put the judgment of the inspector who visits the bank casually
over the judgment of the man who is there in the bank acting permanently?—A. Tt
might be necessary to go that far. I must make the inspector effective.

Q. You would give the inspector who visits the bank casually greater discre-
tionary power than the board of directors and the general manager?—A. I would not
say the inspector. He would make his report to the department, he would consult
with his chief and the head of his bureau, it would be a wise operation.

Q. But where is the inspector, or the chief, to get the knowledge entitling him
to exercise a wiser discretion than the general manager and the board of directors?
—A. Well, T am just giving you my views. Some of you may know more about
banking than I do, as for example Mr. McLeod did, who preceded me. I am giving
you my best opinion, which may or may not be better than yours.

Q. I am trying to work it out on principle. It seems to me that this system of
yours may make chaos of the business relations?—A. Not at all. This is done in
the United States and it has not made chaos.

Q. I do not understand that the banking system of the United States goes that
far.—A. My opinion is that if banking is going on in a dangerous way, we should
check it in some manner. The nature of that check is for you gentlemen to determine,
in framing the Act.

By Mr. Sharpe (Ontario):
Q. The success of this system would depend upon the capacity of the inspector
who would not walk in and order indiscriminately an account to be closed, he would

investigate and use his judgment. Whatever he did would have to meet with public
approval. y

By Mr. Rhodes:

Q. I am advised that in his evidence before the Pujo Commission Mr. Morgan
made the statement that he would lend upon character before anything else?—A. Yes.

Q. Bearing that answer of his in mind would you still give the same answer to the
question submitted by Mr. Nickle that you would make the judgment of the inspector
as to the character as to the men engaged in business superior to that of people on the
ground ?—A. The character of the investment was what he was alluding to.

Q. No, it was not the character of the investment Mr. Nickle referred to, but the
character of the borrower.—A. I did not understand him to mean that. E

Q. His status ?—A. His financial character which might include his ab.ihty to pay.
He might think it necessary if he found the bank’s condition to require it, he would
not be an arbitrary and senseless person, but a wise guide.
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Q. Assuming for the purpose of argument that the answer of Mr. J. P. Morgan
was that he would loan upon the character of the individual, would you give the same
answer to Mr. Nickle?—A. Mr. Morgan was romanecing, of course, he was evading in
his answers.

By the Chairman :

Q. We will now proceed to number 61. Will Mr. Waldron give us his opinion
regarding the payment of an annual tax by the bank for the privilege of issuing notes?
—A. Are you not going to let me say anything about the Central Gold Reserves?

Q. Certainly, Mr. Waldron will speak about the Central Gold Reserves.—A. The
Central Gold Reserve plan I do not very well understand. The provisions in the Act
it would appear to me tend to weaken the specie reserve of the bank. You propose to
permit the banks to issue against their deposits of gold and Dominion notes, and so
you put a greater charge upon the poor depositor.

By Hon. My. White:

Q. Just a moment. Just elaborate that a little, because as far as I understand it
that is entirely beside the facts. However, I would just like you to give us your views,
but clear it up in your own mind. Under the present system, to-day, and under the
Dominion Notes Act the banks may circulate their own notes to the extent limited in
the Bank Act, or they may take any gold they have or all the gold they have to the
office of the Receiver General and obtain Dominion notes and circulate those—A. Yes.

Q. Now, under the Central Gold Reserve plan in the Act, instead of delivering the
gold to the office of the Receiver General and getting Dominion notes they issue their
own notes against that same gold.—A. They deposit gold and issue their own notes.

Q. That is precisely the position.—A. Well, why do they do it?

Q. One of the reasons is this, in the first place there are two aspects of it. In the
first place the banks do not like to pay over the counter Dominion notes, because
strangely as it may appear very often rumours are started about the banks having
exceeded their issuing powers by reason of the fact that they have issued Dominion
notes, for the reason that parties going into a bank expect to receive the notes of that
particular bank, because, of course, it is the object of the bank to keep its own notes
out.—A. Why should that disturb them?

Q. I am stating a fact. In the second place these Dominion notes are costing
the Dominion Government a large sum to have printed and engraved, several hundred
thousand dollars a year?—A. Yes.

Q. The Dominion derives no advantage from that because the notes are issued
against gold, and to the bank. The position is that instead of depositing that gold
in the office of the Receiver General and having the Dominion charged with the
expense of keeping that gold and the expense of engraving all those notes, the bank
will issue its own notes against gold. There is one other feature of it I would like
to draw your attention to and that is the check which it is upon the bank note cir-
culation. The bank issues its own notes, and these notes come back every day, so
that the bank cannot put out a larger amount than it is entitled to. You will find
that if you add together the circulation of all the banks it does not equal the capital
of all the banks, although it is an object to them to keep their circulation out?—A.
You are just l;gpeating the banks’ arguments for cash reserves which I cannot under-
stand.

By Mr. Maclean (Halifax) :

Q. What is wrong with the banks issuing notes instead of gold, people do not
want gold?—A. Yes we do, we want to see it.

Q. Tt is intended to increase the circulation?—A. It does not increase the cir-
culation. If they had to put out their circulation in Dominion notes it would accom-
plish something. I have often thought there has been a very studious effort on the
part of the Canadian banks to unfamilarize, if I may use the word, the Canadian
public with gold. . d
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By the Chairman:

Q. Now, shall we take the next clause, an annual tax for the privilege of using
bank notes, do you wish to speak on that?—A. I do not know—there was some gentle-
man urged that the Dominion ought to issue all the notes, or that some such scheme
necessary to secure the currency ought to be in force here. I am not impressed, or I
haven’t acquired sufficient knowledge to speak authoritatively upon the matter.

By Mr. McCurdy:

Q. What do you think of the suggestion regarding the asset circulation?—A.
By asset circulation you mean?

Q. Circulation on the basis of assets rather than on capital?—A. I do not know,
I do not understand that the bank issues to the extent of its assets.

Q. No, to a percentage of it?—A. Well, in effect it does that now.

By the Chairman :

Q. Section 76, Mr. Waldron has asked to be heard with reference to the banks
loaning to companies where the directors of the companies were also directors of the
banks. Do you wish to speak on that?—A. There is the question of foreign agencies.

Q. You want to speak about agencies elsewhere than in Canada?—A. I just want
to make this observation that from the eleven years experience I have had in Central
American countries, where some of our banks have established branches, I have
learned the magnitude of the unexpected disasters in those countries and on that
account I would regret the great number of extensions of our large concerns into
those countries, Cuba, Mexico, Guatemala, Honduras. One bank has opened lately
in Beliss. They are all subject to the most terrible destruction of wealth by floods,
hurricanes, plant diseases, revolutions, disregard of law, no one quite realizes who
has not spent years in those countries what the dangers are.

By Hon. Mr. Whate:

Q. You were down there for a number of years?—A. Yes.
Q. Which one?—A. Nicaragua.

By the Chairman:

Q. Mr. Waldron also desires to speak on the question of whether directors of
banks should also be directors of companies to which they are loaning ¢—A. Well,. of
course it is very difficult to lay down in your Bank Act rules which would be effective,
but it would be extremely useful to do so if you can. There is a very lively apprehen-
sion in the public mind that the bank assets are getting into the hands of persons, not
only of money trusts, but of persons who use them for their own enterprises especially,
and I myself have knowledge of the efforts of a stockbroker to acquire control of a
bank, as I supposed, in order that he may have the use of its assets to support his
business.

Q. Did he get it?—A. He did not. °E

The CrARMAN.—Shall we then take up the next clause, as to the advisability of
b}f:nks acting as landlords; what have you to say on that?—A. Well, of course as to
that——

By Mr. Sharpe (Ontario) :

A : bank may loan
Q. Just before you go to that would you limit the amount which a ba
outside of Canada? Do you think loans to Central America would be desu'abltt;1 f’c;'gour
banking institutions —A. I should think not. Why should we encourage the
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By Mr. Maclean (Halifax) :

Q. It is very useful down in my province to have branches down there?—A. For
fish, yes.

By Mr. Rhodes:

Q. Is there any objection to a bank establishing a branch for the receipt of
deposits —A. Of course such a condition is not going to continue. If your bank does
business in Cuba it becomes involved with the Cubans and ultimately it does more than
accept deposits.

Q. But there the deposits are greater than the loans, would you regard that as a
satisfactory condition?—A. The danger would not then appear to be serious.

Q. That is the actual condition%—A. I am told it is not.

Q. Would you regard that as a good condition for banking?—A. I say yes, and
yet while we are told that is the condition we are told that one bank lost several
millions in one of those countries.

Q. Has anybody proved that?—A. They just asserted it.

Q. Have you any knowledge or proof of the fact%—A. I have no knowledge, I can-
not prove that, but it was said by most reliable persons.

By the Chairman :

Q. What have you to say as to banks acting as landords ?—A. I say that it is a
surprise that the banks have been evading the law as they have for years, clearly so,
and it is astonishing that the bankers disregard the laws as they have. It is quite
manifest that, as stated here to-day by Mr. McLeod or by Mr. MeCurdy, the investment
of 33 per cent of the capital in the bank buildings is very large. That is all fixed capi-
tal, and to that extent it renders ineffective the bank as a bank handling the public
credit and keeping it liquid all the time. It is extremely dangerous.

Q. Now do you wish to say somthing about loans to farmers?—A. Yes, I want to
speak upon the general question.

Q. Of loaning to farmers?—A. No, I want to speak upon the general question.
On section 88, that is on certain liens or security upon what is remaining in the hands
of the debtor. I regard that as one of the worst features of our banking system.

Q. The unregistered liens—A. The unregistered liens.

Q. Why do you regard it so?—A. Because it leads the banks into the fixing of a
large amount of its capital as fixed capital, as loans which cannot be realized readily.
It leads to bad banking. It is wholly injurious to creditors who deal with these
debtors; it is astonishing that such a condition would be allowed to continue under the
banking legislation of an enlightened country.

By the Chairman:

Q. Where does the injustice come in?—A. The creditor gives credit to a debtor,
and when he comes to collect he finds the bank has everything. Under section 88,
the whole system of grasping devices has been developed. In Ontario, you have the
bond mortgage, a floating security which ought to be abolished.

By Mr. Nesbitt:

Q. The company gives to the bank a bond mortgage?—A. Yes, or a pond mort-
gage to a trustee.

By Mr. Maclean (Halifax):

Q. Bonds secured by mortgage?—A. Yes. The bank takes from the debtor,
under section 88, security on everything he has, including his own personal pro-

perty.
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By Hon. Mr. White:

Q. That is, wholesale?—A. No, it is not wholesale. A bank may lend money to
any person engaged in business as a wholesale manufacturer of any goods, on the
security of his goods, wares and merchandise (section 88-4).

Q. As I understand the Act, the banker’s lien is confined to wholesale manu-
facturers, under legislation, since .1890; but it has never been extended to the
retailer or the individual. For example, you and I could not give a chattel mort-
gage—A. Quite so, but nearly every manufacturer is also a wholesale dealer.

Q. There is one aspect I would like you to speak to. As I understand the
function of the bank, in respect to the transactions, from time to time, with manu-
facturers of wholesale goods, it is this: A manufacturer obtains his raw material
and desires go pay cash for it. He obtains a loan from the bank to make that pay-
ment. He gives a lien to the bank on that raw material, and that lien is a continuing
lien upon that raw material, transformed into the finished produect, and until sold;
and then the bank debt is liquidated. That is the process as I understand it.—A. That
might be the process, but it does not usually take place. What takes place is that the
debtor buys merchandise for the purpose of manufacturing it into goods. He receives
from the bank money to pay for it and gives the lien upon it. He manufactures the
goods, or partly manufactures them, and renews the lien. The goods disappear and
other goods come in; and in practice, track is lost entirely of the original goods, but
the lien is made to cover other goods and all goods that he may have in his possession
then or thereafter.

Q. What is the objection, from the standpoint of banking, to that function of
the bank?—A. That it tends to unduly stimulate manufacturers and to fix banking
assets which ought to be liquid. We know, by experience, you cannot call these liens.
You cannot rely on them in time of stress.

Q. Is a continued lien not a proper transaction?—A. It is not a good banking
transaction. You might Yust as well say a bank might lend money on land.

By Mr. Barker:

Q. Does not a manufacturer always put up, himself, 40 to 60 per cent of the
capital required ?—A. Not always. I can give you a case I have in my office at this
moment, of a manufacturing company which failed to the extent of $86,000. The
English creditors are unsecured to the .extent of $10,000. The bank has everything
else secured, every particle; and for two years the bank has been carrying on that
business, with the purpose of converting everything into security, so that there will
be nothing left for anybody else. They had opened a sales account in their books,
into which game the results of customers’ notes, creditors’ cash, which was not sub-
ject to his draft. They were telling the English creditors that this man was entitled
to credit.

Q. Don’t you know this: that every manufacturer, when he begins business, puts
up a certain percentage, but frequently he has not enough capital for his business,
so he goes to a banker and says, I have put up so much, forty or sixty per cent, what-
ever it may be. I have not enough to carry on the business, and I want you to advance
me some money. Do you say the banker is not justified in lending him something to
keep his business alive?—A. Let me say that there are many cases in which the loan-
ing on these securities is perfectly sound banking. The goods of a manufacturing
company are of such a character that there is no danger of loss; but there is always
the tendency of the bank being led into dangerous banking, and, as I said, of und}xly
stimulating manufacturing. Take our present condition. We are now exporting
from this country $290,000,000 of our own produce, and importing $700,000,000.' That
is to say, we have that much capital at our disposal, and yet people are saying we
have not enough banking facilities. They want an extension of the note issue, when,
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manifestly, we are stimulating one branch of industry too much, or are misdirecting
our banking capital because we are not producing from the soil, not producing wealth.

By Mr. Emmerson:
Q. Does your objection apply more to the undue stimulation of manufacturing,
or to the general principle that secret liens are objectionable in any instance?—A. I
base my objection on both points. The seeret lien is bad and ought not to be tolerated
in this country. It is against the settled policy of the people in this province.

By Mr. Nickle:

Q. Why do you group with the secret lien the bonds issued pursuant to a mort-
gage to a trustee?—A. Tt is held that such a mortgage does not require to be registered.
It has been so decided by the Court of Appeal in Ontario. s

The CHARMAN.—Mr. Waldron has yet to speak on the topic of loans to farmers.

Mr. WaLproN.—I have a great deal of sympathy with farmers, and I regard the
benefits which the Bank Act is supposed to confer on this class as utterly illusory.
In the first place, I do not think that bankers will lend to farmers upon these lines
in themselves; but what they will do, if anything at all, is to take the lien to balance
up what is already a bad debt and exclude other people from participation in the
debtor’s assets. In the second place, it will destroy the credit of the farmer. If the
banks take advantage of this clause, the farmers will lose the benefit of other means
of obtaining credit; the money lender, his neighbours, and all the rest, will not deal
with him because they do not know what his state of security is.

Mr. TraorNTON.—There are thousands of farmers in Ontario, who borrow money
from the bank, buy cattle, feed them in the winter, and pay the money back in the
spring. Hundreds of thousands of dollars are made in that way, and it is perfectly
legitimate business.

Mr. WarLproN.—You misunderstand me. This clause does not refer to those
people. The Ontario farmer cannot take advantage of this clause, as I understand it.
He is not a rancher.

By Mr. Sharpe (Ontario) : :
Q. There is a proposed amendment to loan money to a farmer upon security of
live stock.—A. I say, if the farmer has good banking credit, I don’t want his lien. I
regard this as the very worst feature of the whole Act. It is utterly bad.

By Hon. Mr. Whate:

Q. I understand your view perfectly. You are against the secret lien, and you are
not in favour of liens, generally much less an extension of liens?%—A. Quite so.

8

By Mr. Sharpe (Ontario) :
Q. You are not against the liens.per se, if they are filed—A. If you file them,
they will not take place, you have killed the whole thing.

By the Chairman:

Q. In your opinion, then, the credit of the farmers, as a class, would suffer if that
clause was put into effect ?—A. It would throw the farmer wholly on the bank, which
might not serve him.

By Mr. Nesbitt:

Q. With reference to loans to the manufacturer, you know that as a matter of
practice the banks take security from the individuals, that is, they take the guarantee,
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not only of directors, but managers of corporations as well.—A. Oh yes, of course, I
know that they do that. And what is the evil of that? In the case I am mentioning,
I forgot to tell Mr. Barker; I am speaking of one case. A couple of young men started
a manufacturing concern and they put in $15,000 of cash; they put into their asset
statement $25,000 for good will and for formula, etc., and they got $86,000 of credit.
When it comes to wind up such a concern the stock holders are not worth two cents.

Q. Where you mention one I could mention a hundred —A. I could mention a
hundred to your one.

By the Chairman:

Q. There is just one more subject that Mr. Waldron wants to speak of and that is
the unification of banks, section 99 et seq.—A. As to unification of banks, I listened with
great interest to what Mr. McLeod said because it tallied with my own views. In the
first place, I have great apprehension of a money trust, belittle it as the banker may;
I have great apprehension of the concentration of the public eredit in the hands of a
few men. Therefore, I would take all reasonable precautions against it.

By Mr. Sharpe ( Ontario):
Q. Do you find that to be the general opinion prevailing?—A. I think so. I would
also say that one of the gravest public dangers that we have is the use of political
power by a small coterie of powerful financial men controlling the banks.

By Mr. Armstrong (Lambton) :

Q. In what way —A. You will excuse me if I give you an illustration: The activ-
ity of bankers in the last election, for example—I am not saying whether they are right
or wrong in the political aspect—but the very fact of a set of banking men, having
3,000 branches under their control and 8,000 local managers and officers obedient to
their will exercising this power, ought not to be tolerated in this country.:

Q. But do_they exercise that control —A. Unquestionably, I think so, I fear so.
and it is manifest that they will do it; men will use political power when they may.

By Mr. Ross:

Q. Can you suggest any way to protect depositors apart from?—A. I am not in
sympathy with your proposal of a guarantee fund.

Q. That is not answering my question. Have you any alternative proposal? I
am not wedded to my proposal if you can show me anything better—A. If you have
good inspection, government inspection, the depositor in this country will be pretty
safe. Beyond that I am not able to say. There may be methods by which depositors
may be secured but I am not able to say what they are.

Q. You say you are not in favour of what I suggest. I do not want you to say
that it is not feasible—but tell me why.—A. I understand you to propose the forma-
tion of some kind of fund, like the note redemption fund. You are using up so much
of the funds of the public credit in the first place. If your bank direction is sound
You do not need it.

Q. But you know they are not.—A. But they will be, I think. And if you then
find it necessary to secure your depositors in that way you will embarrass the use of
credit in the country. You use up so much of your credit in protecting it. It is the
rule that a banker must lend out what he receives; he cannot lock it up in his safe,
and what will your redemption fund amount to?

By Mr. Emmerson:

Q. Would not the same argument apply against the note redemption fund?—A.
I have always thought myself that the note redemption fund is largely for show,
because it only leads to the prompt payment of a part of the note issue of a bank. It
18 all collected out of the depositors afterwards in the liquidation.
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The CHAIRMAN.—I think we are very much indebted to Mr. Waldron for coming
here and giving us one and a half hours of his valuable time, and staying two days to
have that opportunity. And I think the committee can offer a vote of thanks to Mr.
Waldron for coming down. (Applause).

Mr. WarLbroN.—Let me say that it has been a great profit to me to be here, and I
go away with a very lively realization of the public zeal of parliament.

Mr. A. K. Bux~eLL, called and examined.

By the Chairman:

Q. Will you kindly give your name and address in full>—A. Arthur K. Bunnell, -
Brantford, Ontario.

Q. I understand that you are the President of the Chartered Accountant’s Asso-
ciation of Canada.—A. For the time being, yes.

Q. As an accountant, you also have the permanent audit of several large firms.—
A. A great many, sir.

Q. Among others?—A. A large number of chartered companies doing divers
businesses in the city of Brantford, as well as financial corporations in that city.

Q. How many years experience have you had as a chartered accountant?—A. I
have held my certificate about ten or twelve years, but I have been in business for
thirty-seven years.

Q. In different parts of Ontario ?—A. In the city of Brantford.

Q. You indicated that you would be willing to be examined in respect more
especially of the audit and inspection as to the qualification of auditors, and as to the
items that should go into the statements submitted at the special and general meet-
ing by the directors to the shareholders. These would be sections 54, 55, 56 and 112.
Taking section 54 what fuller details are desirable in the annual and special state-
ments submitted by the directors for the consideration of the shareholders?—A. I am
of the opinion that the details required in the statement referred to are very full, but
that the clause should be divided to prevent ambiguity. You will notive that sub-
section No. 2 says: ‘The statement shall, without restricting the generality of the
requirement of the next preceding sub-section include and show, on the one part, the
amount of the items (a) to (1) inclusive, and then it goes on to say: ¢ And the state-
ment shall include and show, on the other part, the amount of’. My opinion is that
that clause should be sub-section 2A, and that the same wording, ‘the statement shall,
without restricting the generality of the requirement of the next preceding sub-section,
include and show, on the other part the amount of” This is to make it quite clear
that the assets shall be without restricting the generality of the requirement of the
next preceding sub-section.

Q. Generally speaking would you regard those as being the liabilities and assets ?—
A. T would.

Q. The first being the liabilities and the second the assets—A. The next point that
I would like to make reference to is the profit and loss account referred to in sub-sec-
tion 4 of clause 54. I would suggest that the same provision apply to that profit and
loss statement requiring the signing of it by the general manager, and on behalf of
the board of directors by the president or vice-president or any two directors be carried
out. It is just as essential to have their signatures to that document as it is in the
case of the statement called for in the main part of section 54.

By Mr. Sharpe (Ontario) :

Q. That is the profit and loss account?—A. It should be signed by the general
manager or other principal officers of the bank, &ec., in the same way as the annual
statement called for in the heading of assets and liabilities.
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Q. Your reading of section 54 would indicate that you consider that the state-
ment signed by the general manager, &ec., relates only to sub-section. 2%—A. Yes, sir.

Q. You would like to have the clause so worded as to make it distinctly understood
that the signatures referred to in the first section of clause 54 should be attached to
sub-section 4 of that clause?—A. Yes, sir. I do that, because when we come to sub-
section 14 of section 56 the auditors are required to state whether, in their opinion,
the statement referred to in the report is properly drawn up. I say this provision
should refer to the balance sheet and profit and loss statement as well. That is the
reason why.

Q. Should the statement be verified by affidavit%—A. That is a matter of what
the law requires. In Ontario a statutory declaration is required.

By the Chairman :

Q. Would you advocate any further amplification of the items in profit and loss
account —A. Personally I do not consider it advisable, although I am aware that a
large number of men take the ground that it should be somewhat amplified. I am of
the opinion that, if these two statements were put in the same category to be examined
by the accountant or auditor, and they were to be obliged to go very carefully into
the affairs of the bank as required in paragraph (¢) of sub-section 14, section 56, that
would cover it and place the responsibility upon the auditor for an examination and
inquiry into each item and sub-division.

The CaarrMaN.—We now come to 56—14, page 25 of the Bill:  The auditors shall
make a report to the shareholders on the accounts examined by them.

Mr. BunyeLL.—I am of the opinion that if the word ¢ statement’ there covers both
the balance sheet and the profit and loss statement, the auditors could draw up such a
report as would obviate the necessity of bringing to light matters that it may not be
thought advisable to bring out in the profit and loss statement.

By the Chairman :

Q. You evidently regard the profit and loss statement at present issued by some of
the banks as not fully meeting the requirements of the case—A. There is that idea pre-
valent.

By Mr. Barker:

Q. What is your opinion %—A. My own opinion is that as at present constituted, it
is possible to bring in earnings made in ways that are not contemplated by the Bank
Act, such as the increase by the writing up of properties through over valuation;
through underwriting, or anything of that kind. I do not say that it is done, but it is
possible to do so under the present system. >

By the Chairman :

Q. Do you think the profit and loss account should contain all the individual items
of profit, and the individual items of loss%—A. No, T do not. But I believe the auditor
should examine each of them in the profit and loss statement and satisfy himself that
such items arose in the legitimate conduct of banking business.

By Hon. Mr. White:

Q. Suppose there were any profits from illegitimate transactions, or let us assume
that there were brought to the attention of the auditor some ultra vires transactions,
would it not be his duty to call attention to them ?—A. It would, sir.

Q. If the transactions were all intra vires, if the profits arose legitimately, then

I suppose your objection to this would be largely removed ?—A. Decidedly so, sir.

Q. Assuming that the banks carry on their business in strict accordance with the
Act, then I suppose these matters to which you have referred would not A. Then
the auditor would be free to give his certificate.
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Q. If the auditor was required to state in his report, or otherwise, as to whether
all the transactions of a bank were intra vires, then these matters to which you were
referring need not be taken up.—A. No, sir. The certificate of the auditor in such a
case as you stated would be quite satisfactory.

Section 55 says:
. ¢ Directors shall also submit to the shareholders such further statement of the
affairs of the bank as the shareholders require.
I consider that should also be signed in the same way as provided in section 54. That
is all with respect to that point.

Now, section 56:
¢The shareholders shall, at each annual meeting appoint an auditor or audi-
tors,” ete.

T am favourable to the appointment by the shareholders of two competent auditors, one
of whom shall be a professional accountant.

By the Chairman :

Q. Why do you think two necessary or advisable?—A. Because I consider that in
the important matters of banking, with the multifarious ramifications of the business
and the opportunities that arise for differences of opinion, it is decidedly necessary to
have two men who may temper the opinions of one ‘another, and in that way get a more
matured judgment. .

By Mr. McCurdy:

Q. You favour the appointment of one chartered accountant and one auditor?—
A. T did not say-‘ chartered’ because I kept away from that especially, I said profes-
gional auditor.

Q. Would it not serve the purpose to have two experienced banking men?—A. I
would prefer, that one should be a man who has had a training outside of banking,
that he should be a man whose training has given him a general knowledge of account-
ing affairs rather than a man whose work has been confined along banking lines only.

By Hon. Mr. White:

Q. The phrase ‘chartered accountant’ has no particular significance in Canada,
has it?—A. It has not. It has in the Province of Ontario though.

Q. Chartered accountants have not been constituted a profession throughout
Canada, as lawyers and physicans have. There are men, not chartered accountants
that are excellent accountants?—A. Yes. Any man can practise the profession, but
not every man can call himself a chartered accountant.

Q. Have you considered any form of words which would, in your judgment,
qualify an auditor in accordance with the views which you have expressed ?—A. No.

Q. It is a little difficult to frame that, is it not?—A. Yes, I should eall such a
man one who is making accounting his business and practising it.

Q. The question arises as to what his experience has been and what his character
is?—A. Yes. All such questions arise. '

Q. It would be difficult to qualify such a man by any form of words?—A. It

would.
By Mr. Thornton:

Q. Are there men available who come up to your standard?—A. I believe there

are.
By the Chawrman:

Q. In Canada ,"—TA' In Canada.
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By Hon. Mr. Whate:
Q. What is your general opinion as to the value of an audit outside of banks
altogether —A. I consider it one of the greatest safeguards to the investment of
money that can be possibly adopted—that is for the safe investment of money.

By Mr. Sharpe (Ontario) :
Q. What do you understand by audit?—A. I understand a