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Exziracts from the Constitution of the State of Ii:kude Isz‘am:r',.22 a; adopled
by the convention assembled at Newport, September, 184 :

Arr. 4, Sec. 13. The general assembly shall have no power g;eretiﬂgi-{
without the express consent of the people, to incur State de Ls_n > 2o
amount exceeding fifty thousand dollars, except in time of wa_r,hor i ase
of Insurrection or invasion; nor shall they \n any case, wi 1;311.1; such
consent, pledge the faith of the State for the payment of the obliga
Of%fii:fsrss-emion shall not be construed to refer to any money that may be

deposited with this State by the government of the United States.
* % * # * * * w

. 17. Hereafter, when any bill shall be presented to either house of
theS Eggm:t'ill I:Esstembly’, to createya corporation for any other than for rel{i
gious, literary, or charitable purposes, or for a military or fire company, 1l
shall be continued until another election of the members of the genera
assembly shall have taken place, and such public notice of the pendency
thereof shall be given as may be required by law.
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REPORT OF THE BANK COMMISSIONERS——M&Y, 134L

To the honorable General Assembly of the Siateof Connecticui, now in
L sesston at Hariford : e
-The subseribers, bank commissioners, respectfally report : .
“That soon afier the appointment of one of your commissioners in Jan-
uary last, we addressed cirenlars to all the banks in Connecticut, requiring
from them a statement of their condition {agreeable to a form sent) for the -
months of February, March, and April. We also prepared and sent to
the. different banks our interrogatories, informing them that we should
call-in person, at a future day, and receive their replies i writing. We
took this method in order that they tight be prepared with their answers,
and thus cause as little delay at their banking houses as possible,
‘Immediately after receiving the statéments which were to guide us in
OUr examinations, we commenced our visits to the banks, and continued -
them at different times until the last of April, when our examinationg
closed.  As our questions were not numerous, but. full-and explicit, we
were disappointed that some of the banks neglected to make satisfactory-.
answers,” Still we do not intimate that this was done with a wish to de-
feat the objects which the commissioners had in view, . . . L
-In some cases, we could not conventently ascertain the amount loaned-
to directors, an object which we particularly wished t6 accomplish. . The
loans thus made “are often 10 a great extent, and tend 1o embarrass the
banks in their accommodations to other borrowers » especially when money.
is sarce and commanding a high rate of interest.. Directors, at this time, -
arg quite sure to be accommodated. to the exclasion of others, equally, if
not more, deserving. .. The direct loans to directors in fifteen of our.banks,
of.an aggregate capital of only 32,438,242 50, on'the 10th day of February. .
last, amounted: to 311,498 57, and their notes in some banks are often,
if .not usually, ren in full, and that as frequently as requested: Some -
such loans are about as old as the charter of the banks, . in some banks;. -
the-directors are_indebted an amonnt nearly equal. to ofie-third of their-
capitals, for accommodation paper only ; and with their whole liabilities,
their indebtedness would amount to about one-half .the capitals of these
banks.. . We notice the tota) liabilities of one director in a bank, the capital:
of which is about £50,000, t0 be $18,166 50, being more than one-third of N
the whole. capital of the. institution. In another. bank of smail capital,..
two of its directors became indebted for a large.sum: and after a course -
of years, by a compromise, the bank sustained an actual loss.of 86,217 97
At the same. board of directors, in. 1837, another debt was created by:a.:
loan to a director of said bank, on which the loss will probably amount to
between 1,600.and 1,700 dollars. The- liabilities of another director-in
the same institution, for debts created in the same bank in 1837, amount;
to $14,850, which may be considered secured : it has, however, been two
years in the law, and is not yet collected. ... . < . . o
The banks, in our opinion, are by their charters required to choose too.

" great a numbei :f directors. Nine directors would be quite sufficient in
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any batk. Under the control of so small a number of directors, the
business of the institution would be better managed, and the capital of
the bank would not be so often put a1 hazard- by that numerous class of
borrowers. Could we have directors that are not borrowers at all, or only
to a very limited extent, it would be a salutary improvement, and would
result both in the safety and profit of the banks. Bank directors who
are not borrowers are- frequently the least punctual in their atiendance,
while these who are the greatest debtors, and want further accommoda-
tions, are not often fourid“absent from the board. The directors of a bank
are the chosen representatives of the stockholders, and by their acceptance
of \he trust are bound to gnard the public and the stockholders, and ought
10.feel it their duty to attend punctually and faithfully, and see that all
the business is done prudently and discreetly ; and one of their first prin-
ciples on which to ground or constitute a loan should be security, ample
and beyond all quesuon. Managers of banks are, at certain times, keen-
sighted and scrupulous as. regards the security of paper offered for dis-
count; but they may not be so eagle-eyed in respect to their own or other
directors’ paper. They are under a solemn ebligation in accepting their
trust, not only invelving the means of the more wealthy part of the com-
munity, but the scanty pittance ot the widow and orphan, and the hard
earnlngs of the mechanic,. farmer, and laborer. From misplaced judg-
ment and recklessness of consequences, the directors of some bankrupt
institutions have brought direfui distress and ruin on thousands of that
portion of our community to whom allusion has just been made,

The direct liabilities of directors, prior to last June, could by law ex-

ceed the whole capital of some of our banks, and in many instances they -

were entitled to-borrow directly dowble, and in some instances three times
the whole amount of the capital. - The law passed last spring was very’

salutary, - _Still .there is room for improvement by some legislative enact- -

ment, and we are of the opinion that no director 'should ever be a direct -
borrower.over a certain rate per cent. of the capital stock of the bank ; ‘and

also not-exceeding another: rate per cent.’for his total liabilities. Two-*
features in.banks of primary importance are, Ist. That thie directors should =

own a respectable amount of the.stock ; and, 2dly. That they should not-

be borrowers:at: all,.or only to.a very limited- amount. When directors -
are small stockholders; their proportion of the losses which'the institution -

may. sustain would be of litile importance to them, and’ it cannot be ex-
pected of such officers that they will exercise the same care and prudence

in, the management of the bank, as would’ those owning largely in the ”
institution. .; In general,.these small stockholders, who are directors, meet- '

with: the :board only to.benefit themselves. The stockholders often ap-

pear to care little as to whom the ‘interest of the institution i3 intrusted,
for they-scarcely everattend an annual meeting to elect its officers. = No
stockholders- ‘other: than .the directors ordinarily meéet at the annual

electioniy and they: not to choose exactly, but to annouice who are to be -

directors; .it- being - generally undersicod and agreed upon, prior to 'said -

meeting;of whom the direction i$.to consist. -

The-practice of sonie> banks to confive -their discounts_excluisively to- |
businessi.paper; ori paper that is subject: to no renewal, is a gréat Innova- -
tiony.and denies: to.a worthy class of borrowers those: facilitiés and‘ad- -

vantages to which they are entitled-in' common ‘with’ those’ of more °
isa

various-and - extended+ business. » 1t -cannot be doubted that there
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class of borrowers of limited business whose requests for bank favors are
small and infrequent, and for whom some accommodation, by way of re-

newal, is proper. We are wotally averse to making dead loans, whether

10 directors or any other persons, and did not mean to be understood to
encourage discounting accommodation paper, except to a limited amount.
The life of a bank consists in doing strictly business paper, having a
short time to run; say notes and drafts payable in full at points most
desirable, viz: at the counter, New York, and Boston, avoiding all paper
drawn without expected funds to meet the same ar matority, which are
in danger of becoming shelf paper or something worse. In general, such
loans will call for a redrawal, and the affair may be managed with such
shrewdness and sagacity as to put the directors off their guard, and cause
trouble and embarrassment to the institation. 1n some parts of our State
an abundant supply of legitimate business paper is offered at the banks,
and it merits and receives a preference; and at those places it will soon
compose most, if' not all, their bills receivable; thus giving activity to
every laudable business enterprise. The legitimate business of banks is
not 1o take the risk and delay of money loans, but to facilitate business
already established, and to give it strength to extend itself upon capital
thus furnished by these institutions. Savings societies and capitalists,
not requiring early returns for their money, can better aid the borrower
who proposes to erect a fortune upon its use, by a loan of money, than
banks, and are usuaily ready to do so in cases where the borrowers are
entitled to credit. The character of a bank depends upon its officers ; and
were they not too frequently compelled to sustain their private business
by large accommodations from the banks, much of the malpractice wit-
nessed would be avoided.

Some of our banks continue to loan large amounts out of the State.
Others have a considerable proportion of their capital in treasury notes,
This latter investment, when sufficient good paper at-home is not offered,
cannot be questioned'as a safe and proper use of their spare funds.

With regard to loans out of the State, your commissioners are of opin-
ion that many of them originated direetly in the purchase of notes, bonds
and drafis in New York:.. Three of the banks in New Haven cannot ad:

vantageously usé all their capital at home, and we see no objection to em- -

ploying it abroad, provided they adhere strictly to taking discount at the
rate of six per centum ouly-per annum. Al such notes, drafis, &ec. are
entered on their discount journal, and interest computed at six per cent.
per annum; the -excess is taken for ezchange on New York, and is so
entered on their exchange account, except in one bank, where the dis:
count and exchange were carried out in one column together. Banks
have hitherio taken large sums by way of exchange ; in many instanees,’
exirapagant rates of interest and exchange, far greater than any noticed
by the undersigned, and they have been reported by our predecessors to the
legislature: The banks apparently consider this practice justifiable, and
they now appear to manage as suits their interest and conrvenience. Your
commissioners would, however, here allude to a new and most singular
item of exchange some time since taken by a few banks in this State.
Where drafis or notes payable in New York or Boston have been discounted
by these banks, the notes of the bank were received by the maker or of: -

ferer of said drafts or notes, or the amount passed to the eredit of said -

waker or offerer.  Suill these banks have taken 4 to 14 per cent. for the ex-
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change—say, generally, } per cent. per month for the time the drafts or notes
had to run,” Here, then, exchange has been taken to half the amount of
the interest for paper discounied, and payable at a point the most: desira-
ble to the bank. We submit to the wisdom of the legislature the propri-
ety of banks covering up, under the entry of exchange, transactions that
appear, to say the least, of doubtful character. If alaw shounld be passed,
fixing a certain rate for exchange on New York, Boston, and Providence,
the banks would not readily violate its provisions.

Another transaction, quite exceptionable in the opinion of the under-
signed, is loaning Philadelphia funds by our banks at par while. they
Were at a large discount, and receiving good and satisfactory notes and
drafis, payable at their own counter or at New York, for the full amount
of such depreciated currency.

The propriety of making large loans (o an individual or company by
banks of small capital is questionable: for, if a bank loans $10,000 at a
time, on a capital of §50,000 or $100,000, 1o any person or copartnership,
and the money should be lost, it would take, in the one case, three years
to make good the capital, and eighteen months in the other. One bank
would be obliged to pass six dividends, and the other three, allowing that
no other fosses would occur during the time the dividends should be thus
suspended ; which is, by no means, certain. If banks of a capital of a
million and upwards should thus loan and lose $10,000, it would not
amount to one per cent., and would scarcely be noticed in making up
their dividends. ~We observed that a loss had been sustained of upwards
of $10,000 by a bank of smali capital from loans to a single individual or
to a company ; and institutions where capitals are not large should not
readily hazard, upon one loan, so great an amount of their funds. _

Before proceeding further, your commissioners would remark that they
have no hesitation in saying that the bill-holders and depositors are per-
fectly safe for all their demands againstany and all the banks ; but to say
no more would be saying quite 100 little to entitle our banking instititions
to as much credit as they deserve, The stockholders have claims, though
not to the same. degree, and their interests should not be passed by unno-
ticed. We have, with regret, observed that a portion of the capital stock
of. some of our banks has been divided out to the stockholders under the
name of dividends earned, although strictly- prohibited by an act of the
legislature passed in 1837, in which it is enacted that * no dividend shall
ever be declared by any bank, which shall exceed in amount the net prof-
its actually in the bank at the time of declaring the: dividend.” The
banks that have disregarded this statute (though doubtless ofien admon-
ished by our predecessors) cannot, with a sense of duty and propriety, be
overiooked by the undersigned, 2s we are not only bound to protect the
public; but to see that the banks are managed and eondncied according to
law ; and such as we consider have acted in direct violation of the statute
will appear by an examination of the following statements, and our notes
thereto annexed.

{Details omitted. ]

In some of the banks your commissioners spent but little time, as they
were soon enabled to discover that every thing was correct and proper ;
while in others they found & mass of bad and donbtful debts, the exami-
nation of which required much time and labor. ‘ ,

Doc.. No. 226. 213

The #et of the legislature, May, 1840; in relation to the Jewett City
Bank, was carried into effect early in the summer following. The old
board of directors vacated, and their places were filled by residents of this
State. A majority of the stock continued in the hands of non-tesidents
until the last of March, 1841, when it again changed hands, and is now
owned altogether by citizens of this State. We are of opinion that this
institution 1s now entitled to public confidence. Your commissioners are
satisfied that no sufficient inducements are offered to non-residenis for the
purchase of stock of any of our banks, and that no future effort will prob-
ably be made to obtain the control of any banking institutions in Connee-
ticut by citizens of another State.

'The greatest losses which the banks have sustained have arisen from
two causes: 1st. The large amounnt of funds, without adequate security,
formetly in the hands of E. M. Morgan and Company, brokers; and, 2d.
Loans made abroad in 1836 and 1837, mosty in the western parts of the
State of New York. Since that time, the banks have made comparatively
few bad debts.

The basking system in New England (thongh frandulent practices,
with their evil consequences, in a few instanees, have been witnessed, and
cannot perhaps be effectnally guarded against) stands undeniably above
any other in the United States; and the world can scarcely show a better
system. Stockholders and the public find in the New England banks a
safe guaranty for their future interests by referring to the past. Were the
system perfect, it would be needless to discuss the subject; but general
opinion is sustained by facts that abuses have been suffered ; and the ques-
tion is, how shall their evils be cotrected ? In the opinion of your com-
missioners, one jmportant step {s that of sustaining and giving greater
efficacy to the arrangement for redemption, now known as “(he Suffolk
Bank system.” This method has been salutary in its influence, and has
tended greatly to produce a healthy state in all our Connecticut and New
Euagland banks. By some banks, however, this mode is considered op-
pressive, and, no deubt, contributions for its support are unduly appor-
tioned. Although imperfect, the system should 1ot be abandoned tij a
better is provided. The extent of failures that would have ocenrred, with
their disastrous results, but for this conservative and regulating power,
may be judged of, somewhat, by contemplating the present state of mone-
tary affairs throughout the south and west.

"The currency of this State is of the first order, and cannot be im-
proved, being equal to gold and silver. This is strong language, we ad-
mit, yet perfectly true; for every bill-holder can, on demand, convert his
bills into coin. . '

Your commissioners take pleasure in giving so fattering an account of
our bauking institutions. Although some of them have deviated from
duty and law, to which departures allusions have already been made, yet
most of them have been conducted with great propriety, and have studi-
ously avoided any infringement of their charters or of the laws.

We hope they may continue to be so managed as to maintain and pre.
serve the credit they now sustain. Merchants, mechanics, farmers, and
laborers are bound to pay their debts putictually ; and banks are under at
least an equal obligation to pay theirs, from which no consideration of in-
terest should or can excuse them. '

Should the banks be obliged, as formerly recommended, to keep one-
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-third of their circulation in specie, no reverse or sudden excitement of

times could, with the present arrangements with the Suffolk Bank, be of
setious injury to any of them. If the times should become painfully hard,
they could and would continue to redeem all their notes in specie. Any
estale in the southwest part of Connecticut is now given for the bank is-
sues of the opposite point, with as much safety and readiness as though
it was located at the door of the receiver, the whole being at par at the
Suffolk Bank ; consequently with every bank redeeming there.

Occasional visits fram commissioners with appropriate powers, would
more effectually correct existing evils than much legislation; for, while
the present laws are nominally regarded, they are sometimes virtually
evaded for the convenience of particular institutions.

The returns to the comptrolier, in their present form, can do but little
to elucidate the state and condition of the several banks. Everything in
the shape of debts, whether good or bad, is placed as reseurces of the
bank, when, if examined, much of the paper in some of them would be
found to be of very doubtful character. We would, therefore, recommend,
in the event 6f the continuance of the returns to the comptroller, 1o have
it more definite. The severance of the items of the resources cf a bank
would show, at one glance, the suspended debts of the institution, and
render it easy to ascertain whether the assets were in a doubiful condi-
tion, and would elizit a full explanation; while the present mode may be
a cover for all kinds of -deception, as the assets may consist partly of bad
and doubtful paper, which has remained past-due and unpaid for a term of
years, and may even consist partly of forged paper, which has sometimes
been the case, while the gross amount may appear as plausible and sound

assets in figures as if they were s0 in fact.

The amount of debts due the bank from individnals, corporations, and
communities, other than banks, which have matured and past due for the
space of —— days, should also be particularly noticed, and so returned.

_ We recommend that a law be passed, containing -the following provi-
sions, viz o - o : . ‘

Ist. That no bank be sllowed io have more than nine directors.

2d. That every bank should be eompelled to transfer to an account
called ¢ suspended debts” all such discounted paper as has been over-due
for thirty days or more. '

3d. That all suspended debts which have been due and unpaid twelve
months be charged to profit and loss, except debts well secured.

4th. That no director be permitted to be debtor, as maker, to more than
a certain per cent. on” the capital of the bank, and for all his liabilities of
every kind and description, including the former, his indebtedness to the

“bank shouid not exceed —- per cent. of its capital.

5th. That no stock note should be discounied for a greater sum than
three-fourths of the actual value of said stock, and that none should ex-
ceed four months to run, and that all such notes should be paid in full at
maturity ; and in case of failure in payment at the expiratien of said note,
that the stock should be sold at auction in twenty to thirry days, to pay
such note, after being advertised ten days; the balance, after paying the
note and iucidental charges, to be passed to the credit of the original
awner. - © - : o

6th. That no stock be voted on by proxies at the election of directors.

The provisions of restricting stock notes fo a certain amount, and hav-

.
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ing them paid iﬁ full at four months, will be a salufary guard against cer-
tain encroachments of the directors and stockholders, who purport to have

‘jnvested capital, yet have withdrawn the same for the purpose of pur-
_chasing large amounts of stock to control the bank; thereby securing to
_themselves a perpetual loan at the expense of the bank, the business com-

munity, and the honest stockholder, who made a permanent investment

_for banking purposes. Further, such borrowers not urfrequently obtain

perpetual loans, by continued renewals, which absorb the capital, and the

“institution is thas rendered anything but what it purports to be.

The provisions for restricting the liabilities of our banking institutions
should be. more accurately defined.. The present law, as coustructed,
wounld tolerate the directors using direcily and indirectly the whole capi-
tal of the bank, although they are prohibited from having, as makers of
notes directly, more than nine thousand dollars in addition to the amount
of stock they own.

" Encroachments upon the capital of the banks, by way of dividehﬂs,

should never be tolerated, being not only in direct violation of their char-

‘ters and the statute, but may also have an immoral tendency. Those in

‘possession of accurate knowledge may constantly deceive the credulous
and unsuspecting by palming off depreciated stock.. Purchasers in gen-

.eral are disposed to invest in banks where regular dividends are declared,

and it probably seldom enters their minds that the capital is not sound and
entire. Thus, if a portion of the capital of the institution bas been divided
out, the honest purchaser may be deceived ; and if it should happen to
fall, as it sometimes may, upon the poor mechanic and laborer, widow and
orphan, it would be peculiarly lamentable. oL . PR
We are sensible that no honest man would thus-deceive; yet directors
are but. men, and they may at times deviate from strict principles, and
propriety of conduct, in common with the world int general. RS
_. The continued practice of depositing large sums with brokers we con-
sider, reprehensible, although in general such fands are subject to be with-
drawn at pleasure. We notice 1n the hands of brokers and bankers du-
ring the month of February last $815,424:34 on. interest. at 4 to & per
cent., principally. the lavter; The security various; generally quite inade-
quate, and. in some instances nothing.
The amount loaned out of the State by twenty banks, from May 10,
1840, 1o February, 1841, (exclusive of loans to brokers,)is $1,514,393°41.
The amount taken for exchange by twenty-four banks from May 10,
1840, to February 5, 1841, is 26,978 B4. ) )
The amount credited to profit and loss by the banks in this State for
lost bills is only- §7,432. L L olE
Banks generally divide their earnings too closely. We notice that one
bank declared a dividend on the Ist of January last of 4 pér cent., leaving
but a trifling surplus: indeed, we may say nothing, laking into consider-
ation that the discounts are not actually earned until the notes mature
and are paid.. - This mode is, however, adopted by all. the banks.in esti-
mating - earnings, although in our view it is erroneous, A bank should
always retain something (say 1 1o 2 per cent.) to meet discount passed o
credit of. profit and loss, not actually earned, as, before all the notes are
due and paid, some of them may prove valneless. Yet if banks would go
no further than to divide on_all that appears 1o credit of profit and loss,
(the discount actually earned or not,) first deducting debts unguestion-
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£i5 *
ably bad, they would act with more propriety than marks the conduct of
some instinitions.w .~ oo a5 N0 e O : '

A sense of duty has eompelled us to remark with freedom on’ some of
the banks which have.deviated from propriety, and divided out a pertion
of their capital, in direct violation of the statute before quoted. We are
no enemies to banks; we think that sound, well-regulated banks are
needed: to facilitate and give life and activity to business; but past ex-
perience has proved that some of them should be closely watched, lest any
encroachments be made on their capital ; for if they are permitted'to divide
5 per cent., they may divide 10, 20, and. 50, and so continue until the
whole capital is gone. - To avoid this, the legislature passed the act be-
fore mentioned, notwithstanding the language of their charters expressly
prohibitéd the banks from encroaching on their capitals.

Some of the banks question their liability to be taxed for any portion of
the expenses incurred by the appointment of commissioners ; others, with
much propriety, remark that the eXpenses are not equitably apportioned,
as in many instances more time and expense are ‘devoted to visit a single
bank; of a capital of some $50.000 or 100,000, than another of 2 million,
As the law. now directs in relation to the expenses, one bank is subjected
lo pay upwards of one-eighth of the whole ; and as this is an examination
primarily for the  good of the publie, rather than that of the stockholders,
we submit 1o the legistature the prapriety of the expenses being paid by

the State, and not by the banks: - L :

In.conelusion, the undersigned would submit to the legislature whether
some of the before-mentioned practices of certdin banks ought to be any -
longer tolerated. . We are of opinion that the banks ought not to be per-
mitted te divide from time to time a portion of their capital under the name
of dividends; that no exchange’ shonld be taken as a cloak or cover for
usury ; and that exeessive rates of exchange should it ho instancs be ex-
acted ; that banks ought not'to eontinue to place as part of their resonrces
a mass of suspended and shelf paper,:much of it'uncollectable, some of it
from two.10 four years. past-due, and a portion’ of it totally worthless be-
yond.all guestion. - - Ttocioitol T R
“ < All whichris respectfully‘submitted.
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... REPORT OF THE BANK GOMMISSIONERS-MAY, 1612
To the honorable 'General Assemily of the State of Conmnecticut, now in
T - T session al New Haven » T T

A CL .
-*/The subscribers, bank commissioners, respectfully report: :
- :/Thatjin July last, they addressed a eircular (with a form of returnay:
nexed) to all'the banks in the State, informing them that monthly siate- -
ments in respect to their condition and business transactions would ‘be
expected of.them.-.In the same commuonication ‘they expréssed the
earnest desire that 2o bank would make a dividend without retaining at
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least the capital of the institution sound and entire. The cashiers of the

" different banks have in general complied with our request, and prompily

v i 1 Id be a source of much
the desired siatements. And it wou

i‘;i;z?:gt?gn if it could be added that the directors had as fully confor;;:e!:l

to 't[{e"pro’visions and restrictions of the charters designed for their

_guidance.

Since last November, your commissioners have visited all the banks

‘and their branches, some of them more than once, and they have no

hesitatiou™in saying that the bill-holders and the deposun;ls are ﬁegrii?ﬁi
perfectly safe; that the currency of the Sute is of tl;e rs} ga o i
erhaps the single exception of railroad notes, in the shape obl'c nefuse >
and that they see not how it can be improved, unless tlz{:a publi imit o
be farther annoyed with these anomalous issues. In the comni: ueg’b
home and abroad, the idea prevails extensively that the notes iss v

the Housatonic Railroad Company are the liabilities of a Connecticut

bank; and their fluctuating value in the market has had any other effect

than to increase the stability of credit to our bauk issues. Your com-

missioners, not having authority to investigate the affairs of that corpora-

“tion, have no official knowledge of their condition. Yet they have
. 1

considered it their duty, in conversation, to declare that it had no leglm-
mate connexion with the banking system of the State, and thatdt]ey
deemed the privileges granted to said company an unfortupate and un-

“called for departure from the regular course of legislation on the subject

of State currency.

~ Your commissioners have been treated with great civility and attention

by the officers of the banks; and the information which seemed necfasslary
10 secure the object of the legislature in this supervision of the banks has

‘been furnished with cheerfulness, and apparently in good faith.

The condition of the banks has been much improved since the ?ﬁpor; g
your commissioners in 1841, although deviations from law are still pr
i in’ instances. : ) . o )
us%‘d’ﬁ;}ésoﬁfff _comimissioners, in their continued relation to the _bqnﬁ;iz%
institutions of this State, have been necessarily more cor:yg_rg_ant Wlé L the
currency in other parts of the Union than before, and haten;lmess:” b
pain jts extreme, derangement and instability, and not un n_aqupe fhem
entire destruction of banks which a yearago were in fair repu}:e,vxt giv r?'ed m
great pleasurte to be able to say that not one bank failure has occ{usuq Jo
this State; and still more, that there has not been a soint;ry;age Ok t;lp]ere
sion, nor of inability to redeem their bills at the Su olA danh_, where
‘about one-eighth of the circulation is redeemed week! Y.bl n g ]‘:x;: s
e non in he hore L af eight sveck, tongh sueh a severe
ntire circulation in the short tin , :
fensttlr;f f}llz(;?lsoundness is by no means to be apprehended. In }c;omgg::sg
the history of Connecticut banks with that of the banks in ot eé ates,
west and south, with many of which the business of our citizens f::15 cen
and must continue to be ir;&tu(rilatqtllyl Connecgidla tl::z:‘te ;01:3;3;% o:;t ihat
i rown State. And while we wou jei ‘
ﬁ:gtg?;ltllinsgir?u(;mmecticut have taken the lead in sustaining g)e credS\: 25
New England currency, we may safely advance the opinion t aft no r?es
has done more to secure the grand resalt; and we can add, thatf q{ a Sehac
of years no instance of gross mismanagement or suspicious failire has
soiled the fair reputation of her banking institutions.
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Your commissioners have seen nothing during the year to shake their
belief'in the propriety of greatly reducing the number of directors, so that
the larger banks shall not have more than nine, and the smaller ones be
limited to a less number. They feel confident that such a reduction
would ihcrease rather than lessen the efficiency of the direction.

It has been gratifying and encouraging to your commissioners that-their
remarks respecting the system of redemption at the Suffolk Bank, made in
their report of 1841, have been so generally approved by those acquainted
with the merits of the plan. Qur convictions of its great value have been
strengthened by the developments of the year, and by continued observa-
tion.  Under ihe influence of that regulating and conservative system
the credit of the Siate currency will not be Impaired so long as every bank
shall secure for its officers men of integrity, whose sitnation will not
compel them to become borrowers to a large amount frem institutions of
which they are made the guardians, not for their own accommodation but
for the benefit of the depositors and the public. The officers of onr banks
have been generally men of good character and high standing in the
community ; and it is a matter of just pride that for nearly fifty years, in-
cluding the whole time that banks have existed in this State on]y’rwo
failutes have occurred. The first was that of the Derby Bar;king and
Fishing Company, which could hardly be denominated a Connecticut
bank at the time of its failure, Tt was probably never entitled to existence
the second time, and only renewed life to meet great promises of valuable
returns to speculators in a neighboring State, whose sole object was, in
all probability, to gain credit abroad by showing the name of Connecticut
on their banner.

The other ill-condneted apd unfortunate instilution was that of the
Eagle Bank-at New ‘Haven, whose operations and results are still- too
keenly felt and understood by our citizens to need ‘recapitulation, and for
whose financial officers we have no apologies (o offer. _Its connexion
with an institution. for savings perhaps tended to jead its officers from
the path of their legitimate business; and its heavy loans to a few indi-
viduals engaged in mercantile and manufacturing operations, was the
‘well-known cause of its destruction. ' o

The‘movemcnts and experiments of the United States Bank of Penn-
sylvania; expanding and contracting, then re-expanding ;. at one time in
the market as a cotion merchant, (thus deviating widely from true bank-
Ing principles,) and again as the seller of her own post-notes to an enor-
mmous amount and at minus rates, in a secret and most seductive formi, to
avert suspicion of her object ; holding ‘out to bankrupt corporations eni-
barrassed individuals; ‘and States ‘of doubtful eredit, inducements to

Teceive her jssues in exchange for their liabilities, ultimately receiving

payment in almost worthless stock and scrip, or not paid atall, and th

= -t " - - 'l > » ? ? ereb
sml\mg a caPu_aI of thirty-five millions of dollars, besides a great amounyt'
of her issues—all this, causing not only immense losses to the rich, but

‘the almost total rain of property 1o hundreds and perhaps thonsands of

widows and o::phans, 1s a lesson to the Union, from which they cught to
profit; and we trust it will be sufficient to prevent the-banks throughout
our country from any similar deviations. Such mismanagement of bank-
ing institutions should, on all suitable occasions, be held up to public
indignation and scorn,, . - T d

Last year we noticed a disposition in many banks to divide a ‘iibrtion of

© ey
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their capital, which practice had evidently been pursned quite too Jong,
notwithstanding their charters forbid it, and although it is especially pro-
hibited by an act of the legislalure in 1837, in which it is enacted that
«po dividend shall ever be declared by any bank which shall exceed
in amonnt the net profits actually in the bank at the time of declaring the
dividend.” Your commissioners in their last report dwelt long and
earnestly on this subject, and, when visiting banks thus deviating from
duty, urgently recommended a different course. Some of them have
made no dividend since: of these we name with pleasure the Exchange,
the Meriden, and the Stamford. Other banks have still made one, and
some of them two dividends, although their earnings would not warrant
the dividends thus made ; and it fully appears that nothing effectual can
be done by your comrnissionets to restrain them. ¢ Fneroachinenis upon
the capiial of the banks by way of dividends should never be tolerated,”
as we remarked in our last year’s report, “ being not only in direct viola-
tion of their charters and the statule, but they may also have an immoral
tendency. Those in possession of accurate knowledge may constantly
deceive the credulous and unsuspecting, by palming off depreciated stock.
Purchasers in general are disposed to invest in banks where regular divi-
dends are declared, and it probably seldom enters their minds that the
capital is not sound and entire. Thus, if a portion of the capital of the
institution has been divided out, the honest purchaser may be deceived ;
and if it should happen to fall, as it sometimes may, upon the poor
mechanic and laborer, the widow and orphan, it would be peculiarly
lameniable.”

« We are sensible that no honest man would thus deceive ; yet directors
‘are but men, and they may at times deviate from striet principles, and
propriety of conduet, in common with the world in generdl.”

A strong case in connexion with the foregoing is found in the report of
the bank commissioners of the State of New York. In many of the state-
ments of the condition of the banks, per balance sheets of the cashiers, we
noticed large surpluses or profits—particularly in that of the Mechanics’
Bank in the city of New York, which formerly showed profits to the
amount of 600,000 dollars or more, if we recollect rightly, and recently
made dividends when the said bank was minus of sound capital, probably
some 200 to 300,000 dollars. A more recent case is that of the Com-
niercial Bank, in the same ciry, making a dividend {out of profits so called)
when the same institution was bankrupt of capital a short time afterwards.
These, and many other cases of similar nature, have come to the knowledge
of the public, and therefore we see the wisdom of examining the assets,
and reporting as correctly as possible, by remarking on their statements, the
true state and condition of any and 2]l bauoks, that the public may gain
needed information, and that no encroachments may ever be allowed on
the capitals. Jtis a foolish spirit of rivalry that some banks appear to
possess, which Jeads them to make a dividend because their reighbors do
so. Would it not be more laudable for them to wait until their profits
would warant such a measure?

Itis a queston with many whether directors should be borrowers,
directly or indirectly. Certain itis that if they are borrowers, the amount
loaned them shonld be very limited, particularly in a bank of small capi-
1al.  We are sensible, however, that loans made to directors are perfectly
good in numerous instances, and that in many institations they have

e

b i St iyt i gy

Lo

i S e e

oy




i

A ]

220 Daoc. No. 226.

been some of its best customers, and most promoted the particular interesg
of the bauk and its stockholders ; bat is the practice a safe one? May not
such leans, if permitted, run on from a small to a greater and still greater
amount, and fipally be s means of embarrassing the bank, and eventu-
ally lead 1o its destruction? The method to guard the fuwre is to profit
by the past. The histoty of banking institutions is full of warning on
this point. . About two hundred banks have failed in the United States,
and all must admit that in many instances their failure can be atributabie
only to the imipraper loans wade to directors by the officers of said insti.
tutions, or rather 1o the directors freely helping each other, untl millions
and mullions of dollars have been recklessly squandered by those officers;
thereby involving not only the property of the rich, but sweeping away
the hard earniugs of the laboring classes, and the long-treasured savings
of female industry. The enlightened citizens of our free State should
use every landable means to enact laws that will tend to prevent the oc.
currence of such evils among us.

If directors want accommodation, they can obtain it at other banks, pro-
vided their paper is worthy of credit ; but, sitting in an institution with
their co-directors and personal friends, they suceessfully plead their own
cause before partial judges, as many or all of them may need a similar
favor. Some directors have not sufficient moral courage to refuse aloan
to one of the board, evenif it tends 1o embarrass and injure the back. In
some of our banking institutions this evil conid never occur, as the direc-
tion and ownership of the stock now stands ; for we have banks where the
officers are not indebted a cent. In others, where theie is & disposition to
botrow too freely Ly some of the directors, they are denied by those not
wahting any accommodation, and owning a respectable amount of the
stock,  We have ever considered a bank in a desirable position when
the officers calied for listle or none of its funds, but owned a Jarge amount
of the stock. If directors apply for loans, it musi be admitted that they

.are very likely to be accommodated to the Injury of others, equally at
least, and perhaps more deserving of bank favors than themselves—espe-
cially when morey is.scarce and commanding a high rate of interest.
Accemmodation paper 1o bank officers is run and re-run in full, some of
it about as long as the charter of the bank, as we stated in our former re-
port. Is it suitable and proper for any set of men to be barrowers and
lenders at the same board 7. Could we consent that onr school commis.
sioner and the treasurer of this State shoild be at the same time borrow-
er ‘and lender of the funds placed in their hands? These perhaps
would be sttonger cases than the one before us, and yet they are some-
what similar.. | If the law is salutary which forbids the cashier to be a
borrower, directly orindirectly, of the institution in which he is employed,
why not with equal propriety extend it to the president and other direct-
ors?! 'It'is notour duty, however, to direct as to whom and how the
mooeys of our banks shonld be loaged ; but we think that the present law
regarding loans to directors can be altered for the better. The directors
collectively are now entitled to ane third the amount of the eapital of
the institution for accommodation paper, in.addition to the stock they

hold. A prior law, and one.which caused much surprise (o your com-
missioners, allowed to each director vine.thousand dollars, in addition to

the stock he held, . which in some cases would amount to more than dowdie
the capital of the bank; and they might be. borrowers directly and indi-

recily to'any amount. Should one or 1we directors now want accommo-
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dation to the amount of one-third of the bank, in addition to the amount
of stock they own, they have the privilege, as the law is at present, pro-
vided no loans are made o other directors. Although in some of our
banks of very smalit capital one-third of the same would not be a large
sur, still the question arises, is it not too great a per centage of the bank
to be Joaned directors for accommodationpaper 7 Take, for instance, the
accommodation paper allowed them in a bank of 580,000 dollars capital ;
it would amonnt to 166,666% dollars. Iu a bank of a million, it would
améant to 333,333} dollars, besides the allowment on stock. It may be
just and proper, howerer, to observe, while making these remarks, as to
what directors may have by law in our banks of a capital of aver a mil-
lion dollars each, that on referring to the statements of the two largest of
our banks, (which are annexed to our reports,) the directors in one of said
institutions owed but $12,009 28 directly and indirectly, and in theother
only $4,000 per accommodation and business paper together. Quite a
different state of things may be noticed by referring to the statement of
another of our banks, the capital of which’ is only 51,000 dollars, where
the accommeodation paper to one individual is 16,900 dollars ; to the
next highest 5,754 dollars; to the next, 4035 dollars. _Thus it appears
that three persons have 20,689 dollars for accommodation paper, from a
bank whose capital is only 31,000 dollars. How directors, stockholders,
and the public can permit such loans, your commissioners are at a loss to
determine. We make these remarks in the hope that the Jegistature will
establish’ a scale to govern loans ;- at least to bank oﬁicers,. if to no o_thers.
Bank directors (the president excepted) are allowed nothing for their ser-
vices; but if they can command fifty to one hundred thousand dollars or
more on accommodation paper, they may afford to give their time for such
ioans at a season when money is- commanding a high rate of ‘interest.
Honorable'and high-minded men (as ail directors should be) would, of
course, not take the funds of -the bank, to the injury of the business part
of the community ; yet, as directors have erred in duty, and may again,
further restrictions, we think, would be salutary, o : :

We again adopt the method pursued last year, of giving a balance sheet
of each bank, and commenting upon such’as require especial netice or

remark. - Before: proceeding- to the detail of ‘the several bauks, we will-

mention that they appear to have contracted a-smaller amount of bad
debts within the past year than during any previous year since 1836 ;
and that the disposition to liguidate and close upon the banks such assets
as must shrink in the end is generally manifest, and dal_ly gaining
ground: o ' Y :

[Details omitted.] S .o L

We find that the amount loaned of"late to officers of the banks is quite
small, and averaging, for the last year, only $414,581.% The loans to
directors in Hartford and New Haven are very light. Large loans to di-
rectors seem peculiar to banks of small capital. We also notice that most
of the banks have apparently redeemed their fands from brokers, or left only
a sthall amount in their hands ; but we observe that some banks make very
heavy loans abroad to bankers and brokers, and for an unusual length of
time. If these institutions cannot loan their money at home, (and it ap-
pears they cannot,) would it fiot be wise to apply for a reduction of their

* Of this sum; ($414,681,) #135,000 is due from the directors of one bank, Whole amount
of banking capial, 5,873,927 50.
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capital?  Our banks were not chartered to ‘be lenders of their funds 1o
brokers ; and some of them are yet mourning over losses occasioned by
misplacing their funds in such Bands. Last year and prior, deposites of
money to a large amount were made to bankers and brokers, bearing an
interest generally of six per cent., (subject to jmmediate withdrawal)—
security inadequate. It now appears that most of said moneys are with-
drawg, and long and direst Joans, to a very considerabie extent, are made
of such funds.

1t is bighly important that banking capital shonld be guarded by acts
of legislation, to avoid its abstraction by the officers of these insti tlions,
or by any other persons, on pledge of stock notes, which, if tolerated to
accommodate one stockholder, might be carried to an extent which would
involve the whole capital, especially in times of searcily in the money
market; thus causing great distress to the business counmunity, and sub-
verting the whole object of such institations. A lamentable picture of
the effects of loaning on stock notes is exhibited in our present report.
Such loans encourage the holding of stocks by persons of no real capital,
{much less surplus capital,} solely for appearances, and thereby tend 10 the
making of misplaced loans on deceptive ownerships ; the bank really ad-

vancing the funds for stock standing in the name of such mdividnals, -

and enabling that class of stockholders, by the aid of these funds, to

make the investments of the honest stockholders subservient to their in- -

terest. Such practiees, in the opinion of your commissioners, should no
longer be tolerated. A prohibifion of them would prevent fictitious capi-
tal in our banking institutions, and thus remove one great obstacle to their
prosperity: )

One of the objects of associating capital in bauks is to insure a regular
and profitable income to the stockholders without their personal mauage-
ment. Banks cannot produce such results without an income exceeding
mere interest on capital, as certain incidental expenses and occasional loss.
©s are uuavoidable : hence the question, to what extent bank issues should

be carried, becomes one of great importance.” So long as our banks stand -

under contract, and hold the ability to fulfil that contract with the Suffollc
Bank for the redemption of their biils on demand, which keeps their bille
equal in value 1o specie, there can be no danger of excessive issues. Had

the southern and western States adopted a policy of this kind, and adbered

to it, the country would never have been embarrassed with its present
worthless currency, and its consequent losses in bank stocks.
The commissioners recommend—

Ist. That no bank, the capital of which is less than $500,000, have bug

seven directors ; if over $500,000, the number not to exceed nine,
2d.. That all sums paid for bonus, plates, paper, vault ixtures, and char-
ter expenses, be charged to profit and loss,

3d. That no bank be allowed to make loans on ple;ige_‘of their owﬁ_ :

stock. . . .o ) ) : .
4th. That no.stock be voted on by proxies at the election of directors.
The returns of the banks to.the comptroller we adverted to_in ONr pre-

vious report, and, stated that, we considered them, in their, present. form,

totally. useless ; and .we would again recommend a discontinuance of the
same, as they, only. .tend fo embarrass and perplex bank. officers.- Occa-
siopal visits from commissioners should be a sufficient safeguard ; but, in
the event of 2 continuance.of said, returns, we, would recommend a sev-

U
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erance of the items. . The object of the law was to put the public in pos-..
session of facts showing the condition of each bank in the State. It tiag
been found that the good and bad assets are imbodied in one item, so that
they cannot be distinguished. The different items should, therefore, be
severed. The cashier should give the [iabilities of debtors under distinct
heads, thus:

Accommodation paper which has not matured - - 8

Diuo, which has been run at different periods over one year 8

Over two vears - - - - - - &

Over three years - - - - - - B
(Naming, in all the above cases, the amount owed by

directors.) :

Amount of all business paper payable in full at maturi ty,
and what portion of it is the liabilities of directors - 8

All paper in the bank which is past due, and has so re-
mained for twenty days - - - - -8

All forged and doubtful paper should be separated from other assets, and
the amount stated. .

These exposures would enable the community to arrive at a correct con-
clusion as to the proper management of the banks, and to judge of their
solvency, which 1s the great object 1he legislature had in view. ‘

All which is respectfully submitted.

' E. CHAPPELL,

WM. MATHER, Jr., .
: Bank Commissioners,
New Haven, May 12, 1842, -

REPORT OF THE BANK COMMISS]IONERS—MAY, 1843, .

To the }z'gno_r;c.zble the General Assembly of the State of 00nnect£cut,.to be
keld at- Hartford on the Jirst Wednesday of May, A. [, 1843 :

. The subscribers, bank_commissioners, respectfolly submit the follow.
ing report: : oL e

That, in eonsequence of the resignation of W. P. Eaton, esq., one of
the commissioners appointed at the last annual session of the general as-
sembly, creating a vacaney in the board of commissioners, which his ex-

cellency the governor did not feel "himself authorized - by law to fill, and -

which the general agsembly, at the extra session in November, suffered to”
remain vacant, the'undersigned have discharged the duties devolving upon
them in'such a manner as seemed to them best calculated to carry into
effect the object.aimed at by the legislature, whose servants they are.

For this purpose, your ¢ommissioners, early in July. last, addressed cir- -.

culars to all the banks in the State, with blank forms for, retiirns annexed,
Tequesting that a true and detailed statement of the condition of each bank
on the firsy Monday of each alternate month thereafter should be forward-
ed. {0 your commissionets.’ . The cashiers of the several banks have uni-

formly; complied With this request, and the statements furnished have

evinced a gradual improyement in those institutions throughout the year,.
which aTises in’part from'a disposition among the directors to make them
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what they onght to be, and in part from an ohservance of the wholesome

’

provisions of the starutes regarding them.
* Your commissioners have visited and examined the several banks and
their branches, (most of them twice,) in the course of the year, and feel 2
degree of satisfaction in being able to say that the bill-holders and depos-
itors continue to be perfectly secure against loss, and that the capital of
most of the banks is sound. : Co R ‘-
_ Owing to the depressed state of business consequent upon the overac-
tion of former vears, and. the derangememnt of affairs incident to the bank-
raptey of States, banks, and individuals, (not a litlle augmented by the
operation of the late bankrupt law,) the banks have found it impossible.to
employ all of their capital in discounting good paper, for the past .year,
and it will be observed that they have heavy balances against banks in
New York, and have, to a considerable extent, invested in treasury notes
and stocks which are esteemed safe, : : L
At a time like the present, when the citizens of almost every State ‘in
the Union are oppressed with a large public debt, and distrustful of their
banking institutions, the citizens of Connecticutjustly feel a high sense
of pride and satisfaction in seeing their State free from debt, and their
banks sound. : - ;

‘Your commissioners, in their interviews with the bank officers, have’

been pleased to observe a disposition on the part of such officers to re-
spect the laws applicable to banking institutions, and to approve them.
Some, however, have solicited an alteration in the law limiting discounts
to directors on business paper; and others, a repeal of the law prohibiting
voting by proxy : but your commissioners are of the opinion that no. al-
teration of the law in either case is generally desired; or would at this
time be productive of beneficial results. ’

The stockholders and directors of the Mechanics’ Bank, of New Haven,
have complained of the law prohibiting that bank, among others, from
making dividends until the capital of the bank is made good, inasmuch
as the-capital was impaired by investments made in conformity with the
known provisions' of-its charter. - The stockholders, at a recent meeting,
have voted to reduce the capital iwo hundred thousand dollars, and have
made application 10 your commissioners to make the reduction but as

the commissioners are divested of such power while the legislatire is in
session, aresolution to carry this object into effect has been proposed,and -

is herewith submitted, the passage of which is recommended.

The system of redeeming thelr notes at the Suffolk Bank is" still con- _

tinued by the banks in this State, with two or thres exceptions; and as’

every bank is'under the necessity of redeeming an amount nearly equal -

1o its Whole circulation every sixty days, it operates as a check to excés-
sive discoilts and over-issues, and no doubt fas'exercised a salutary in-

fluence Uporni the paper currency 'of New Enigland.  Although such a test™

of the soundness of banks is not infallible, still your commissioners have
advised- those banks which now redeem only at their counters to"adopt’ it,
thereby producing uniformity of action throughiout the'State,~." " " *

13

Notwithstanding a ‘matked improvement appears in the several jb’anks,_ '

of by those whio have'the matiagement  of 'ih'g_s_g"ffﬁ%titution,s,)'still thete
continue to be some’departiires from & correct miode of banking, and vio-

lations- of- law,’ which yoir commissioners’feel’ it theirduty to notice.

(and it iy'obvious that the bitter experience of past years is not fost sight
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The Bridgeport Bank added five thousand dollars to the value of their
banking house and lot, in 1839, and about the same date credited the
bapk. for bills issued, supposed to be lost, four thousand five hundved
dollars ; - bills of which plate have since been returned to the bank for re-
demption, to the amount of about one hu ndre_d and eighty'dollars. 'The
impropriety of resorting to such a method to increase the amount of as-
sets, or decrease the amount of Habilites, is demonstrated by the fact that
not one of the older banks in Connecticut has ever véntured upon sucha
course ; and, with the exception of Fairfield County Bank, which credited,
in December last, two thousand five hundred dellars for bills issued, sup-
posed to be Jost, a similar instance is not to be found in the Siate. The
bank last named have charged the same back, on cur suggestion of the
impropriety of its making the credit,

. In examining the several banks, your commissioners have in some in-
stances found the accounts of cashiers to have been overdrawn at differ-
ent perinds, from 1837 to the time of their first examination, beyond the
limits of a half year’s salary, which, if not a violation of the letter of the

" statute of 1837, is a violation of its spirit; and upon a suggestion to this

effect, the accounts overdrawn have been brought to a proper limit, and a
recurrence of the practice may not be expected. A
 While in Norwieh, in the latter part of March, the State director of the
Norwich Bank, Col. C. A. Converse, made a complaini to your commis-
sioners that an examination of the books, papers, &c., of the bank, was
refused him by the cashier; that he was allowed to examine no book, pa-
per, or other matter pertaining to the bank, except the discount journal,
the leger of bank accounts, and the weekly and other statements made
by the cashier, and then ouly during the session of the board of directors.
In company with Col. Converse, we called upon the cashier at the bank,
and acquainted him with the marters complained of, which he admitied to
be true, and expressed his determination to persist in such refusal;’so long’
as he should contittue in the bank. = At the suggestion of the cashier, that
he would abide by the deécision of three directors named by him,in regard
to'the course he should thereafter pursue, those persons were called. in,”
and expressed their opinions in accordance with™ the course pessistéd in’
by the cashier. Your commissioners being.unable to convince the cash-
ier that such a' course was a direct violation of law, and destroyed eniire: |
1y any beneficial influence which might be calenlated to result from the
supervision of a State director, feeling themselves in duty hound to see
that the laws were faithfully observed, addressed a note to the presidént
and directors of the Norwich Bank, of which the. following’is a copy:..
; o © - Norwica, March 24;1343.".
GenTLEMEN: Col. C. A. Converse, State director of the Norwich Bank,
haying made complaint to us that the cashier of said bank has denied
him the privilege of examining the books, notes, papers, and othér mat:
ters pertaining to said bank, and resisted him in’the proper discharge of.
his daty as such’ director, from the time of his appdintinent as'director to
the present time, we waited upon the. cashier in' company With Col. Con-
verse, and made known the subject matter of ‘complaint, and our opinion
that Col, Converse had the right, and it was his duty,to examine critical-
ly_any and all books; notes, papers, and othér things pertaining”to said .
bank, in'a fcaiqllable manaer,-at pleasure; and that we felt called upen to
‘ &
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protect him ir.the enjoyment,of such right, and in the, performance of his
duty., " The: cashier observed . that « Col. Converse might examine the

distount journal and the statement book, but should make no_ further-ex-
amination, extept by order of the board of directors,” We, therefore, be-
ing desirons of giving snprewnacy to the liw, in 4 manner calculated to
preserve the best inlerests of the bank, if possible, desire that you will
1ake this subject into immediate constderation, and advise us of the resuly
of your delibérations at an early day. :
" Your obedi,en‘_t servants, N .
%;. (é %‘}II'[‘J%%}X’N’ g Bank Commissioners._

To the PresinexT anp DirecTors or THE Norwicd Baxg,

In reply to the above, on the 6th of April, 1843, the folloﬁving was: re-
ceived : . - -

DirecTORS’ MEeETING, NOBWICH.B-AN.K,
March 31,1843,

The committee appointed on the 25th instant made thejr report; which,
on motion of N. Shipman, esq., was unanimously accepted, - .
Voted; That the cashier enter the same on the records of the bank, and _

forward an attested copy to the bank commissioners.
- Copy.—Attest : C. JOHNSON, Secretary.

e L0 {Copy of report above refen_'e_# o.]

o e - Norwics, Mér&jk‘30,'-184_3."
To the Directors of - the Norwich: Bank: : L
.Pursuant 1o our. appointment, by your vote.of the 28t instant, as 4
committee to'reply to a letter received from'the bank commissioners, up-’
der diite of the 24th instant, we respectfully submit the followring .~

ey
R A

GENTLEMEN : Your letter of the 24th instant is received and laid before
the diréetors at their regular, meeting ; and while we have yet 1o learn, that
it is'within the power of bank commissioners. to. interfere in.thie guesiion
at issiie, yet we would respectfully reply to your corpminication. “Inonr
view of the subject; a Staie’ director has granted. to him all the. privileges.
in this {asditation of which’ any" individual difeéior of the stockholdsis
deems himself. iavested from immemorial usage, so long as the interests
of the stodkholders are nof compromitted by his, vote at the board, The
leger of gehetal accounts, embracing. the corréspondence With other banks,
the daily 31id weekly staterhents of the eiirrent business of "the bank, the..
disconnt. book, {so'talled;) being te register of all discounted papef, willi
Its daites, sireties, and times of matutity, have always been. considéred by
the genéral difeotors the only'books under their individual scritiny, bxcept
at’such titdes when, pursnant, t6 the by-laws of the, bank,, they, haye been’
appaifited 4 commities to examine the geriéral.concerns of the Institition
and report 1o the board atlarge.” These’reporis”are ‘always ofl fils in de-
tall, 2 <o be IAspggled by, eachy and every diecior at s 9 pleasute.

Y

—~
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The State, as welll as cihier dépositors and bili-holders; ate protécted to'thie.
whole amount of :the capital stock, and theréfore the stockholders ook to
the diréctors of " their choice for the guardianship of theif own rights,
: o J. HUNTINGTON, = -
P. FANNING,., -~ - .
JEDEDIAH HUNTINGTON,
e Committee,

-To J. C. Parmer and- I, 8. Wmsﬁfm,'zéqg.,# 2
S ) ‘_Bay{i: Commissioners.
The foregoing is a tiue copy’"fiorr; record. R .
o Altést T - - C. JOHNSON,
- .. Lushier of Norwick Bank.

* From this corresporidence two questions arise= - ioh v R
~1st:'Have the commissioners a legal right 1o interfers in’ the case’in
qu’esfion ?..:_,._ - oAl - - . S R S . h
2. Has a State director a right by law to examine the books, notes,
papers; &t:; of the Norwich' Bank 7 R T
With regard to the first question : By the 12th séciton 'of the act passed”
May, 1837, it appears to be the duty of bank commissidnérs * to’ visit and’
examine, at their discretion; the sevetal banks ifi this. Stas, at’ léast oncé’
in‘each year; ahd ofiener if they deem it expédient, (0 inquire ‘whether’
they havé bieen and are'managed anid condijcted ac¢ordingto Jaw.”  The"
answer 16 the first'Guéstion is theréfore netessarily involved in the answer
to-the’setond, .. -t R
“By'an'actof the legislatisre; passed'in' 1833, it isprovided 1t thai the Nor."
Wich!-'Bfiri‘l'{-rishé;l.l'fcll"al[‘lilfné_s be open”to siibscriptions] at'thée rate of “oné’
hundred dotlars: for ' each “share from the sehogl futid of thi§ State’; ‘bt
suchishates shall not bie tiansférable] and the moneys’sa’subséribad’ may”
bé withdrawn, on giving six months” noticé 10 thecashier of ‘said ‘bank : -
Provited, TRathie’sharés subscribed by the State” shall nog exceed sxo.
fifth*patt of’ (he niiber held by ¢ other stockholders.» ™" n* eonforrity
withithe‘abeve; the comynissictietof the sehoo] fuiid subsciibéd five thou® .
sand: dollatsto. the stocl of 'said bank; whichi'stlf emiaiiis & part of: the..
stock. - L e T 5 .
‘By“an ‘act passed’ i1 1836, section” Ist, it is. provided'« that 'Whé‘né't;e'r,
feomiithe setiool: fundy of fidm its general fuads, the*Stiie shall have syl
scribed and et Stdck’ ty° the amount of fivé* thousand* dollars in'any of "
the Baiiks of this State; the' State shall-bs ‘entitléd 10" oxe ditector theren's ™
afid-whenéei thé stock so hield by’ the State’ in any bank ‘shall’ amoth"
toitweiity thousand doarsi'thé ‘State  shall* be' entitled " to " twd ‘diteciors.”
therein ; which directors shall be annually appointéd’ by this’ general a5
serably.” * Seéction 2d provides, “ that diring such time’ ag'the! State shall
hold stock belobging i’ 1hé schoo) fund in any bank} the'cofimissioner of
sald*fifd shall have' dEéess to e booky and staiements; anid ‘shall hace 4
right 1o eXamine ihe kaide for the puthosE’of détermintig Wwheitier i with®
draw! ‘thé"sio?:k’ibéﬁﬁn'giﬁg—'tﬁ thie Staté'thierein s and when aiy stock oWned:”
by the State in such bank shail belong to the civil list funds of the"Stdth;
the treasiiter of (he‘State shall haive the same right o' exatiing the books.
and 'Staterents of suck baiik: for the' prpéses' aforesatdi? 1 ir wr 7 o
“The’right o appoint & State ‘director being “thils clearly establishied, it’
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only, remajns to settle what rights and powers he may lawfully exercise.
That he has the same rights and powers with other directors wiil not be-
questioned, as. the statute prescribes no limitation; It is not easy- o' dis-
cover why a director on_the part of: the State, the guardian of its interest,
may not exercise as ample powers in a bank where he represents five thou-
sand dollars;of its stock, as the commissioner of the sehool fund or the
treasurer of, the State may exercise in a bank where but one fundred dol-
lars of stock has been subscribed, . . That'a State director, or any other di-
rector, has nota right to examine the boeks and papers of a bank at plea-
sure, is a principle which we never expected to hear claimed ; and we re-
gret that now, for the first time, by. the directors of the Norwich Bank,
this doctrine i3 -openly avowed. Carrying out this prineiple, the cash-
ier is placed out of sight of the direciors; every wholesome check
upon his conduct is removed ; and, although the directors may see the
discount journal, the leger of bank accounts, the statements and Qiscount
paper,yet they: can- know nothing of -what other. notes are_discounted,
what accounts are overdrawn, what notes are paid, what amount _o)"_' ‘bills -
are in cireulation, what amount of specie is on hand; the fidelity of ‘the
cashier and elerks; and, in short, they must be entirely ignorant of mat--
ters involving: the most important interests that are committed to, their
charge. ;- That a similar. practice.of trnsting evéry thing to the cashier; or”
some otherofficer, has prevailed in certain banks, may be true ; but the his- _
tory of -those. institutions ought to admonish the peopleof this State.:to |
frown upon.any.attempt to establish-so dangerous a doctrine within our .
limits, and to elect such men for directors in the several banks as know.
their rights and duties; and, knowing, will perform them. That.no evil,
has befallen-the:Nerwich Baunk while acting under- this_principle, only
pro'v'és‘_t}jg_t,.:_igg_-cgp{i@gnce_ which the directors have reposed in.the cashier:
has;not . been: misplaced, while defalcations of-almpst- daily jogenrence::
warn themm, to be.waichful, lest their supineness induce upon: the.servants :

of the company. an:iresistible temptation.

b A e A A
_-Your.commissioners are of .opinion, that.the. acts; of. the: directorsiand+
cashier;of the Norwich Bank, in denying to the State director the right and
privilege.ofj a full and {ree examination of the. books, notes, and papers of:
the institution, are in violation of law, distespectful (0. the legislature; and
demand the special atiention of your honorable body. :
It has been discoyered, in the course of our examination, that:some
stockholders have transferred: theif stock to a friend ina remote town just
prios, to;the st of;October ; and that, in the, course of a few weeks there-,.
after, such.stock has been retransferred. . The: evident intent of snch a.;
proceeding;being fo avoid the payment, of; taxes, if is recommended that
alaw.be enacied, which.shall prevent any. resor.io this method of evading ;
assessments for the-public revenle, .o oo o et dniide - i
{Fhe amont fequized by, the. last; legisiature: to- be paid: into the State ;
wreasury; by, the Mechanics” Bank; on; accoynt ofs services and-‘expénses -
of bank commissioners,: way ascertainedand. forwarded."to; the cashier, ;
amounting;, with:iritetest; to the, sum of two. bundred and. thirty .dolfars -
and six.cents; . which sum was paid ito; the: treasury, prior.to the; 4¢h of
Julydasts: 3o conel et i sl eddy grrsngs-ien: died chai ;;i’_s};:‘.;? cere
It has been intimated to'your commissioners that an applicafioh, would be
made 10 your horiotable body. to dissolye the felation which at présentexists
between,the Fairfidld: County Batk and theBranch, at, Dapbury 5 and;;if
such application be made, we éommend it (o your favorable consideration,
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2. Accopanyuig this report will be found a balance sheet of every bank
-in the State,-with such remarks as _r_nay' be necessary to‘explain. their Gon.
dition and ‘standing, togethier Wwith'dn abstract of the same. -

ST "t SAVINGS INSTITUTIONS.
-~ Your cominissioners hiave also examined the several savings institu-
tionsyand have been highly gratified to find that most of them hdve been
-well condutied; and hiave sustained little 6r'né loss during thé recent sea-
sonof unexampled pecuniary distress and embarrassment. [tis réasonable
to suppose- thal such might have been the case with all, if an ' equal de-
gree of care, diligence, and. caution-had been observed- by those under
whose direction they are controlled.” Losses (0 a considerable’ amount
have been sustained by reason of investing in stocks, post notes, and ex-
traordinary loans without adequate security. There appears to.be a dis-
position on the part of the officérs in some of the savings institutions to
loan as little as possible on real estate; and it has been noticed that such
officers were generally directors or large stockholders in banks of disconnt
1n the vicinity ;- consequently, such a manifestation” was not surprising,
as directors in'banks are apt 1o be prejudiced against loans based on mort-
gage security. Your commissioners are of the opinion that the legisla-
ture never intended that the funds deposited in an institution for savings
shouid be made the basis of stock $pectilations, but father that they should
be loaned on mortgage secority, where they might at all times be safe and
suficiently available, = +--" TSR T e s
. The Hartford Savings Society has been conducted more in conformity
with thie views entertained by Your commissioners, than any other insti-
tution of the kind iu the State; and the exhibit-that was made 16.us by
Mr. Larigdon, the worthy treasurer, (which office he has héld-for ihirléen
years past,) was highly satisfuctdry, and evinced & dégrée of' skill'and as-
siduity which entitles him' and the institution with which He i3 éonnected
to the public confidendey ~ + it Wrr.rc Dot p mancuy o CARLENEST
[Detailed statement of the ¢ondition of- the several” saVings institut
omitied he're.]:'_ . P St A Ry L B I SR B - S T

ions
: . ERE ST 3

-4 From a‘careful examination of the séveral savings banks; no! evidenice

can be found that any ‘considerable portion of theit deposités is- rade
with-the view of evading the assessment laws: indeed, there aré but few
instances where the amount deposited by any individual exceds ot equals
$1,000; and 'in'most cases, wheie such- a- fact exists, it répresénts 'the
funds of an estate ify'settlement. -In-all ¢ases- not thus ‘situated, if. the
deposite éxceed $1,000, viotice has'been given to’ the depdsitor. io" Feduce
it"at?least to”that sum.” The arnount of depbsites varies frdm twenty to
five 'hundred dollars;and the instances where the latter sum’ 1§ exceeded
are not numerous, A comparison of the savings banks in Hartford, Mid-
dletown, and New Haven, with-the similar institntidons i I\'cimfjc.h"and
New London; of with the hanks of dis¢ourit in the State, demonsirates the
superiority of real estate security over any other that can be’substituted ;
and’as the amount-deposited- by * laborérs, minars, widows, 5nd orphans,”
In the institutions for savings, has incredsed to mmore than d mitlion and a
half of dollars, it becomes the dutyiof the legislature to'take such meas-
ures as shall guaranty its permanent safety.” Yonr commissioners would:
therefore recommend the passage of a law providing that loaris should, in
future, be made on mortgage of real estate only, such estate being of double-
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:the value of the_ amount loaned ;. and further-providing that. no. future
purchase shall be made of any State, city, bank, insurange,or other stocks,
post notes, or bonds. ;. A  glance gt the statements of the institutions at
Norwich and New London will show the propriety and necessity of such
€nactments; and to the absence.of.such provisions in their charters, the
origin of their losses may be traced— losses for which no satisfactory apol-
ogy can be made, apd which must cast -a-reflection upon the .skill and
ability of ‘the officers under whose administration they have occurred.
_.Your commissioners have examined the affairs of the, Housatonic Rail-
Road Company, and find that the amount of notes on demand outstand.
ing on, the 13th day of April, 1842, was .- . . .. 86350 00
That the.amount ‘of post notes outstanding at the same .. .. . .
Ldalewas <L LT LT 173,225.00

T P L

T Total ' ;. =L 259,57560
Of the.circulation-there has beén. Tedgemed, - . ... .860,866,00
L e T e
Of which $53,863 stands pledged for company debts amount. . . - ., .,
g0 . T T T e e e o L 42942015
A O o et 16
Add Interest from October, 1842, fo April 15,1843 - - . 12,276 60

27 15

Whole amount due for circulation, April 18,1843 -° -, .. 253,9
Ahout five thousand dollars of the notes of the company were protested
in May last, and notice regularly. published by the commissionets. . The
Notes, were, not paidwithin: twenty. days. after such notice, nor is it pre:
tended; that. there was any. good and legal defence against their payment;
but the,commissioners of said company, have omitted 1o niake-a sale of
any of the property pledged in their hands for the security. of the same;
or.10,{ake g measires for their rederpption. - 1, . g0
It was further found that a mortgage assignment of all the personal es-
tate.of said,company. was execnted.to_sundry: individuals as securi ty to
them for having_exectied notes.on which money had been raised for the
bEQEﬁﬁprS,ai@l;-s,.orIap@l_w, to, the amount of forty thousand doltars, before
the falure of. the company. 'to tedeem its notes, and. that said. personal
estate and the, franchise of said company passed into the custedy,and con.
trof of said individpals, and the road. of the corupanywas usedl by b
for, ,t.h,\ﬁ’nss'rmse'qfilrezidi ng. funds to meet the, payment,of, their notes to
October.1, 1842, Wwhen'the 1oad and franchise,were surrendered 1o Messrs,
€harel and,; Dutfon, commissione 5,.and have; since. heen used on-their
accontitithe debtsof. forty. thousand. dollars, the interest. and atwo
tbqu;rﬁ'cl;-ﬁs?lrbpads 4, dollars are paid, and, thirty-six thousand.two huns
dréd; dollars of .the hofes of the company are. plodged as additional: secu;
vty Dhe railroad company has miade an effort to obtain further, subscrip,
(AN e A, 5 & Y A . A h T £
thgﬁ«,{pm_ﬁi'ﬁ Sockbolders 1o, pay its indebtedness, which. niow; mour
to ihreg hindred and séventy 1w shousand seven hundred an

ars. ity 2 -portion of the sigek: being in, the hands,of peisonsiwho arg
unable mﬁqaaé;ghtﬁl;
H

dnather to the sosk, this project, is abandgned.., It is
1oy, proposed;-and with isome. prospect of suiccdss,: 10 issue, notes. bearing
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sevenper cent. interest,’to redeem the circulation, under the act of lagst
sessioh. Should the company fuil of effecting this arrangeément, the road
and. property of the company must be sold to meet their liabilities. If a
sale of the same should be made, in compliance with the provisions of the
law authotizing the issue of notes and bills by the cofnpany, your com-
Imissioners are of opinion that but litile (ifany) more can be realized than
will b spfficient to redeem the said bills and notes now outstanding ;
consequently, nothing will remain to apply on the capital stock. Whether
the honor and interests of the State and justice and good faith to the bill-
holders demand the sacrifice, we do not feel called upon to express an
opinion.  While we regret to say that we were unable 10 obtain any in-
formation in regard to the affairs of the company from Mr. Dutton, the
commissioner residing in Bridgeport, the place of the company’s banking
operatiens, we take pleasure in stating that every facility was afforded us
by the president and treasurer of the company for making a full examina.
tion 'of the affairs and condition of the instituiion, :

The net receipts of the company for the year ending April 16, 1843,
were $40,960 95, a portion of which has been applied to the payment of
debts, purchase of cars and engines, and about $7,000 now remain in the
hands of the agent and treasurer.

All which is respectfully submitted.

JOHN C. PALMER, o
FRED. 8. WILDMAN, }’ Bank Comimissioners.

Harrrorn, May 5, 1813, .
[Other details, covering between 30 and 40 pages, are. omitted.]

.

g " REPORT OF THE BANK COMMISSIONERS—MAY, 1544,
T’ the hohorablé the General As&e:;:h{-;.ly of Zi?:.e. State of C'Q?.e-?;eEcticut; to be
holden at New Haven on the Jirst Wednesday of May, 1844 : ',

The bank commissioners respectfully submit the foliowitig report:

"That théy have attended to the duties incident to their appoiniment,
and feel themselves warranted in saying that there has been an obvious
improvethent in the condition of the banking and savings institations in
the Stafe'during the past year, Their assets have, for thie most ‘part, been
cleared’of the mass of worthless paper and nearly valueless real estata
which'dcedrulatéd from 1836 onward, by collecting and disposing . of
whai they could ‘and charging over the residue; so that, at the present
time, théir resources are rated in the statements annexed to this report at
a fair cash valuation in' almost every case. Where such is not the fact,
we' have taken care to note at the close of the statement the amount
judged to be deficient. - o o e

Yout commissioners have been pléased to notice a general disposition’
on'the part of the officers who have charge over thess Institutions fo obs
sérve’and respect the laws relating’ thereto; and have heard no opinion
expressed-in favor of any material change thetein.” =~

Immediately afier the passage of the resolution expressing disapproba-
tion of the course pursued by the directors of thé Norwich Bank towards’
the State director in that institution, by the last general assembly, the
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directors yielded the point ifi controversy; and the State director has from
jthat time enjoyed the privilege of an examination at pleasure. - *

Under the act of May last, the directors of the Windham County Bank
purchased in one hundred and thirty shares of its capital stock, for twelve
thousand eight hundred and forty-nine dollars, and credited capital stock
-with a reduction of thirteen thousand dollars, leaving its capital sixty-two
‘thousand seven hundred dollars. The variation between the amount
paid and the par value of the siock (one hundred and fifty dollars) was
credited profit and loss amount. :
__ The directors of the Stamford Bank, on the Tth day of July,; 1843, re-
duced the capital of that bank from ninety thousand to sixty thousand
dollars, by charging over bonus and losses, and reducing the assets to a
fair valuation, in accordance with the act of the last session of the legis-
lature, and has since made two dividends, amounting to about six_and a
half per cent. . ‘
"T'he directors of the Middletown Bank, by virtue of a provisien in the
act of incorporation, reduced the transferable capital of the bank from three
hundred and fifty thousand to three hundred thousand dollars, by paying
a dividend of ‘capital of twelve and a half doljars per share to the stock-
holders, leaving the par value.of the stock seveniy-five doblars per share.
The large amount of capital which this institution was unable to render
available, and the permanent interests of the stockholders; in our opinion,
Justified and even required the reduction.
. 'The directors of the Mechanics’ Bank, in conformity with the act of
May last, have reduced the capital of the bank from five hundred thou-
sand 10 three bundred thousand dollars, by crediting capital stock with
subscription {0 Farmington, &c. Canal Company, two hundred thousand
dollars. A dividend of six dollars per share on ten per cent. was made in
July Jast, and a dividend of four and one-sixth per cent. in January, 1844;
leaving a surplus of nine thousand five hundred and forty dollars.  Inas-
much as a portion of the stockhalders ot this bank regarded as unjust and
oppressive the law prohibiting, under a penalty, the directors of banks
from making dividends while their capital was impaired, and at last yielded
a reluctant assent to the méasure for reducing the capital, your commis-
sioners, in justice to the legislature and to themseives, submit a few facts
which are developed in the history of this institution. oo
When the law referred to was enacted, the market value of its stock
was from fifty-eight to sixty dollars per share ; the annual dividends were
about five dollars per share, and the surplus fund was only $3,84%9 30.
The cirtumstanges that ‘the stock was exempt from taxation, that the
bank had, ‘a Wealthy class of custémers, a large amount of deposites, and
officers of ability, integrity, and skill, were fully known and appreciated,
and ndoubtedly exércised their full share of influence on the. market. .
_ Since the feduction the stock has rapidly advanced, und at the present
timé rules ‘as high as seventy-five to seventy-eight dollars per share,
having paid uicié than seven per cent. dividends, and accumulated a sur-
plus of 89,540 10, showing an advance of at least ‘twenty-five per cent.
That this favorable result is cledrly attributable to the. fact that the, capital

b i}

stock’ oii full éXaniindtion, has béen Teduced'to a point at which it is soupd |

a'nd‘Ee‘riiidéd'ib"éb'nﬁd‘e“ricé,"d!dgs'_riot seeni- 1o allow. of a question..., It nay
be said that the stock was admitted, to" be Worth sixty dollars. the share
before the reduction’; it 'was s¢ admitted, but the public had not that evi-
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dence of .the fact which they now have, nor were they disposed to invest
in a stock where the dividends might be required to be applied for years
to restoring its impaired capital. | ) : :

" As was predicted in the report snbmitted to the, last general assembly,
a great improvement hds been made in the Quinebang Bank. A s?le of
the railroad stock has been effected ata rate mueh beyond the estimate
in the last report. The stock of the bank taken for debts, being eight
hundred and forty shares, has been proportionally distributed to the stock-
holders at forty-five dollars per share, who have generalty received it; and
those who have not, are disposed to do so at their earliest convenience.
The “difficulties and embarrassments which overwhelmed alnost every
denowination of its assets are for the most part removed or obviated, and
a sale of a large portion of its real estate has been made, or is now under
contract. The line of disconuts has advanced about one hundred thou-
sand dollars, and the circulation has more than doubled in the Jast year:
a rigorous economy has been introduced into its administration ; and, under
present auspices, the stock sells in the market at fifiy-twa to fifty three
dollars per share. . '

. .1t has beeu impossible for the banks of discount to find use for all their
meaus in discounting good paper; and some having the largest capitals
have reduced the rate of discount, in a few instances, to five, four, and
even three per cent.-. Investments have also been made in dividend-pay-
ing stocks to a considerable extent: still, large balances have accumulated
in their favor,in New York city, on a part of which (say one-half) interest
of thiee or four per cent. is zllowed, while no allowance for inlerest is
made for the residue. Nevertheless, by diligence and economy they have
kept up their customary dividends. in most of the banks, from profits ac-

. erued, without resoriing to the surplus fund, or in any case levying on

their capital. The anount of cirenlation, balances with banlks and agents,
or brokers in New York.city alone, and the amount of bills discounted,
have been asceriained with as great precision as possible (omitting fractions)
at four periods during the year, and are preseiited herewith in the follow-
ing table : . e

Circulation. | Due from banks Bills diseounted.
¢0v 1 and brokersinge <L -t -

New Yorx, : ',;7 ,
Avgust13,1843 . .. | 82,712,542 | §1486,126 | $9,539.246
Nbv.gv_ém'ber’zs, 1843 . - .| 72875400 | 1,221,053 | 110,060,735

2,936,858 | .1,197.286 |, 10,103,514

2 27, 1844 - - :
Jannary 1,172,344 |, 10,913,205

April 1, 1844 . - .| 3628569

.-From which it appears that the banks are in a state of rapid expansion ;
that their discounts advanced more-than three-fourths of & willion, and
thejr cireulation $691,711, in the months of February and March last;
and each, in all prohability, have now reached a higher point than they
have atiained sinee March, 1839. It also shows a large amount due from
banks and brokers in New York city, which has been gradually decreas-
ing as the circulation and loans have increased. . -Th‘? amount has, in our
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obimion: at.4 (s :
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South America and,the Indies, created a demand for the article; and the
staple haying. declined from the prices of 1839, from 75 to 100 per cent.,

;t_hq manufacturer, alive to his own interest, exerts himself to furnish the
supply. .Other interests are equally aflected by .the same or similar causes,

and.labor is again sure of its reward, ‘ oL .
-, With a sound and.steady currency of specie, or paper, the representa-

tive of specie, the business interests of the country will be the most pros-

perous, and those seasons of prosperity of long duration; and in the re-
vulsions that have taken place, it is a fact worthy of remark that the cur-
rency has first proved unsonnd, and given way. That the soundness of
the currency is the best and ouly effectnal regulator of the exchanges, the
experience of the past seems to have demonstrated. .- At all points in the
Huited States where the banks pay specie, exchange has tiever ranged so
low as at the present time. While, therefore, the banking institutions are
in a sound state, and meet their liabilities with punciuafity, the rate of ex-
change will vary only as the balance of trade chavges ; and the rise or fall,
depending on-this circumstauce alone, will be so wrifling, that it will
scarcely be noticed. .

Our prosperity, then, depends much, very much, upon the canduct of

those- who have the management of the moneyed corporations. They
cannot be too often cautioned, nor can they be made too sensible of the
responsibility which rests upon them. The rightof examination into the
affairs of banks by the Siates, if wisely exercised, and the power of the
press, if faithfully applied, can do more towards correcting the abuses
which _have crept into them, and restraining them from falling into the
same follies and excesses again, than any fiscal agent of the general gov-
ernmerit. -, . . .
. The line of discounts and circulation in all the banks ia the United
States, frorn which retsrns have been made, reached alow point in De-
cember last; and a statement is annexed, showing the amount of each for
the years 1839, 1841, and 1844, on the 1st of January: - : C

_ AR . I8 OIS bt
Discounts ' - $492218015 -  $308,543,723 §207 277,126
Circulation~* "+ = 135,170,995 80,564,821 55,688,792

. Here is a contraction equal to about three-fifths in both ; and thata rapid
expansion is now following, the _statements of the banks in different sec-
tions of the country, so far as they have come under observation, render
cerlain.: {Tbe spirit of speculation is again becoming general and perva-
ding ; and.if:not checked, the most disastrous consequences must inevita-
bly ensue. ;,, The banks alone have the power of restraint; and no effort
should be spared to’induce them 10 exercise it. .. et T
s> These general remarks are submitted, not because they are particularly.
called for by the action of our own banks, {(which we take pleasure in say-
ing cannot suffer by a comparison with the banks in. any.-State in the
Union,) but rather as a caation to all, trasting that their application will
ot be lost sight of in the future conduct and management of our own in-
siitutions. . - - D SRS RO
His excellency the governor having suggested, in the speech delivered
before the general assembly at its present session, the propriety of trans-
ferring the, judicial power now.vested .in the bank commissioners to the
couits.of judicature, your commissioners would respectfully submit their
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opinion upon..this measurex. The powers..conferred- upon ‘the commis.
Sloners, to' which Teference is supposed-io be had; are’ contained in the
:12th section of the act. of 1837, which authorizes the commissioners, op
the-refusal of . the officers 10: produce the books and papers of the bank, or
to answer such interrogatories as may. be put, to suspend the operationy
of such bank until the next session of the general assembly. This power,
which was reposed in the commissioners for the years 1837,1842, and 1943,
which still continues, we believe Lo be essential to effect the purpose of the
legisiature in constituting this board of supervision. - In more than a sin-
‘gle instance has it had the operation far which it was designed ; and but for
1his provision, the authority of the commissioners would have been set at
defiance in one ibstitution at least in 1842. The public and the stock-
holders, so far as we are inforined, have no apprehension- that the power
wilk be abused, or exercised from. improper motives; and it is important
that the commissioners should be clotheq with such powers as wiil ena-
ble them to discharge their daty without being subjected to the expenses
and delays always incident to the administration of justice in our cours.
We are therefore persuaded that any alteration in this particular is uane-
cessary and inexpedient, - ] T Co
Your commissioners have prepared a statement of the condition of each
bank in the State, showing their.resources, liabilities, amount of loans to
directors, suspended Ppaper, loss on assets, salaries of officers, rate of divi-
dends, and the amount of losses charged over within the year, which is
annexed 1o this report, together with a general abstract from all the state:
menls accompanying the same. The result shows an increase of cireula-
tion in the year of above §1,200,000, and of resonrces $1,500,000. The
statements from the Hariford and Phenix banks are of March-1, 1844,
those banks having takén no balance since thatiperiod.” - The liabilities of
directors .ave very: much. reduced. in. all of the-banks, and the. aggiegate
amount is but trifling when compared with former exhibits. By reference
1o the statements of the. Bridgeport and Coennecticut- banks, and a com-
parison with the staterients of last year, a great falling off will be noticed
in,the dmount of stock owned or held by djrectors.. Those residing in
the city of Bridgeport hold only a nominal ainourt’; the change being at-
nbutable to the difficulties and embarrassments growing out of the issne
ofbonds to aid in the. construction of the Housatonic railroad. -Two of
the banks have forwarded funds o 4 limited. amount to agents in other
States, to. be.there nsed.in discounting notes; in violation ‘of the acg of
1837.« Upon+inquiry on this. subject, your. commissioners are satisfied
that theéir. transactions took place under misapprehension on.the part of
the directors, who supposed that that act had been repealed, and was not
revived by a subsequent statute. L A e
-~ Your commiss_ioner_s are unjted in:an.opinion favorablé- to. the passage

of .the bill now, pending before the legislature for dividing the capital
stock of. the:Fairfield County Bank, but differ as to the propriety and ex.
pediency. of. adopting the proposed. amend ment. - R Y
Rt LI L R O P B T TP P N T
v SAVINGS INSTITUTIONS.
it T b o .l
~.It bas been.a,squrce of gratification. to. your:-commissioners, to witness
an Improvement.in the.condition of.this class of instilutions, particnlarly
mthose.wbosp__.refor_lx_xation\.seeme_dhmost‘:essemial:’:: The-institution of
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ination i ir affairs, and the laws of the last legislature, are well
g:ﬁ:z;f;;:taetéog glrg,dfzhc?:neneﬁcial results ; and notmthst‘a}ndmg thes; b?lﬂfs
have noi-been able to make loans agreeable to the requirements of the lawsg
to S?l:;] an exfent as they desired, yet, when we consider the largsenf;g;)tur}:.
of capital which has remained idle at every point, seeklr;g mo‘:fm e c;;.éh
is not surprising that they a}so should have an unft;_su; arpi ot of cash
on hand.. T’he times have not been_ such as 1o af c[)lr r a 1a I;lld L of the
propriety and utility of the laws relating to them, and we -szh_‘ not fecl
Justified in submining anylpropo_smpn fo; the;tr‘l calletgge;gonémmu g?h mount
ites i the several institutions has \ s )

ngepﬁzzlrtlemade to reduce it in the banks at Hartford and dedjlstc]):;;l,
and no deposite has heen received, except fron: those Whi? ared part alitim)-r
entitled to participate in the benefits intended to be cpn\e,rre on parile
lar classes of our citizens by these corporations.

5 i Cor et HOUSATONIC RAILROAD. COMPANY. ™

On the 29th of August last. this corperation submitted a prop%smcl)]q to
the creditors to surrender the demand notes aud post-notes held by thém,

and to receive in lieu thereof the abligations of the company,lpgyab:ilm.
seven years from date; with interest at 7 per cent., payable semi-annu Yy

secured by mortgage of the whole estate of the company, and.trjans-ﬁ?r_ .of
possession, under the act of 1542, ,

The amount of notes on demand issued was - - ol
Amount of post-notes. - - - - - -
Interest to November 1, 1844 - -

- . ", ,..- . Total . _,.,.‘ e - - ‘. . .._.‘
Of. this amount there were in the offices 'of.' ..5'-'00 0o
.the company..” - - . i - .- - $ ’2*1 _50; :
Interest ‘on the same to November-1,-1844 L 71 50- -

—_—

Dé_a%ing_‘pﬁtsténding Ce

1 L .

oo

STt

13

v

| vy, ersons nnwilling to become parties to the agreement,
?’Ighe 'vs?ﬁola amoungt of subscription was $283,076: 96, \and
has. been redeemed of demand notes - - - - o
And of post‘notes - - - . 1 - - o
Lea,ving?{_nit,standing.of demand‘r}utes I 55;1,(5]33
A,_lld'_of;,postinptes "='- ‘_- . e - "': r v ' - 3 . O
Tru 'A'-'j;ivt.;hs:r _.i: : C ST $5,588 '

a3

586,350 00 -
. 173225 00-
S 26576 37

286,151 37 -

5,971 50°

- _.-— o 28‘0,179‘,875.?’-

The creditors of the company generally acceded to the propo?tlon.;l?.rq_d.. 1
such as:did-not- have received pay for their notes in cash, so abr as t;ey ' .
have be'ens,presemed. 'The arrangement was effected by ; su ;c;:ptiznel:' '1
on the piut_o‘f; the creditors, of such notes as they helc.l-, an hsuc 1 urh ld" L
sums in tcash- as wounld enable the commissioners to redeem the notes held . :

with it thera™
. 82,262 -
171,725

ey
T

Whichﬁﬁavéyﬁevef yet been presented to the comrm_ssnoners(,1 ahhoul%'r;_;
awpls fands-are provided for their redemption. The mterezt. uedﬂ?here
1st of; May inst. 'on the new paper, has been paid on demand ; and there
is.reasonable-ground to expect that_future payments will be met wit

=T toit
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same punctuality.: It-is’ déemed  unnecéssary by your commissioners tq
g0 into a detail of all the affairs of the company, as it would be but a repe:
tition of what will-be submitted by the connmissioners appointed'to super.
Intend the affairs of the corporation generally.: T
All of which is respecifully submiited:
JOHN G PALMER, - IR
FREDERICK 8. WILDMAN,} Bank Commissiontrs.
: , RICHARD D. HUBBARD, Lol s
. New Haven, May 8, 1844.

' [Further details omitied.]

REPORT OF THE BANK COMMISSIONERS~MAY, 1845.

To the honorable General Assembly of .the State of Connecticut, now in
’ sesston in Hartford :
« The subseribers, bank commissioners, respectfully report: ‘
That; in performance of the duties imposed upon them by law, they
have endeavored thoroughly to understand the actual condition of all thé
banks and savings institutions in the State. They believe that success
has attended their efforts to attain this important object. 1t is" 16 them a
source of sincere gratificaiion o be able 10 say, that with' a single ‘excep.
tion, hereinafter mentioned, the officers of the banks have furnished eve.
ryfacility in their power to aid these endeavors:  They afe not fargetful -
that when the system of* visitation was-first intfoduced into- this 'Staté, -
those-who had charge of these corporations manifested no little sensitive-
ness whem an examination of their accounts was proposed by those to
whom was confided that duty. Tt was with' much reluctinée that légérs,
discount, transfer, arid other bank books; which had ever besn’sealed from_
the inspection of any but the financial’officers of ihe bank, were first iin~
folded to the view-of-commissioners.
~We-are-happy 1o say that those days are past, and a betier feeling exten-
sively prévails.. The banks now understand that they havé rothing to-
fear-fromi i€ most rigorous scrutiny, if they have conducted with integ.
rity:and kept within the limits prescribed-by law:" Dot
vThe:public have Jong felt that bank commissioners exercice a’'wholel”
some; conservative’ influénce over the moneyed-institutions of ‘the" Sate:-
and-notonly-the bill:holders and depositars, but the stoskhaldérs thany.
selves,-derive'a beuefit fiom' a thorough™examination of the banks, & # .+
We have personally ‘visifed: éach- bank: and “savings institution i tha«
State’ar least’once diifing: the'year, and have looked into alt their ‘opera-
tidns. 502 far as was deemed expedient and necessary.” " 'We ' have séen:
their geheral course of business,-and ascertained theirability* to *mést’-
premgtly their peCuniary engagements:™” Wehave'endeavired: 10 " ascevain.|
whether théré‘had been any infraction of the laws regulatirig theiriaction, -
or of the charters-under which they exist. In addition to these personal
examinationsjthére has been required from the cashiers a periodical state-
ment ofthe “affalfs=bf! the atik< and‘a"balande sheetvof  their sccominte
These have"béenforwaided: to*ds with commendablelpuncerility; ahd i
general have beert fil'and satisfactory'; anid- the‘comithissioners” frdin’ th |
evidence:ttiey:Have, Can' say withi entire ‘confidence thatall the* bariks in*-
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this State are in-a sound and healthy condition, and- the correncyis-of the.

first order., . Aud when we take in1o consideration the almost unexampled
embarrassed condition of the monetary concerns of this country, growing
out of the great revulsion of 1836’37, the immense amount of worthless
paper put afloat by chimerical speculation, we may weli say that our bauks
have done wejl to escape that general insolvency that has visited many of
these institutions in several of bur sister States.

" The discounts of the banks of late appear to be made upon paper of
good character, nearly ail that is oﬁ"ere_d being of a stricily business kinc_l.
Nothing appears to be discounted indicating what was formerly denomi-
nated by speculators ¢ liites,” such as drafts and notes drawn and re.
drawn on points where the malker had no fands,and when they probably
never had any idea of meeting the payment when they came to maturity.
The loaning large amounts to brokers without adequate security is dis-
continued. Long and repeated loans on pledges of stock, run and re-run,
at the pleasure of the borrower, have vanished. The taking of excessive
rates of exchange,as a cover for usury, is abandoned. The hanks discon-
tinue to keep, and place as assets, such a mass of suspsnded and shelf.pa-
ver as at one time they were accustomed to do. Such worthless matter
has .generally been charged over 1o profit and loss. -

Tt will be seen, from a comparison, that there has been a steady increase
of the circulation of our banks, and the line of discounts is considerably
extended within the last two years, which shows that business is mor
aciive, and consequently a greater demand for money. - -

When we find our manufacturing and. mechanic interests in a prosper-
ous condition, the agricultural interest receives a stimulus, and money be-
comes more agtive. Without the division of labor caused by manufactur-
ing, the farmer would receive but small reward for his earnings. Should
the. present prospercus condition of these interests continue, as it is be-
lieved it will if undisturbed by hasty. or improvident-legislation, the
present banking capital of the State will be mostly actively employed in
affording. facilities for legitimate business transactions, and ‘very-little oc-
casion exist for going-abroad for investments: T

.-The law, limiting.loans to.directors has in the main proved. very-salu- .
tiry, slthough there ate some complaints. that the services of efficient-and-
valuable men as.directors are lost to some “of the banks of: small capital;
by reason of the:present shape of it, and some very serious-difficulties
and inconvenierices arise by rsason of that part of the law: which-prohib-
its any loan to any. ' company-or corporation of which:such director is a
membet or stockholder.” ~ 1f a director happens to be the owner of a sin<
gle share of, stock in an insurance company, or manufacturing, establish-
ment, and has gone aip to his-line as director, and that company or estab:
lishment want,money, this director must either resign his seatat the board,
of;éﬁlhl. his.stock, or,the,company must be put to the inconvenience of go-
ing.abroad; for their accommodation: In some of our cities-an insurance -
companycould not.get, & dollar.witheut going abroad for it ; they could
not even .have a. draft. discounted.. . Your commissioners- would".recom--
meng that.that part of the law above referred to be repealed.: . n- .,

We wonld not be understood as advocating: the' doetriner of unlimited-
19?‘1.5“‘.9..!hesgtofﬁce;rs. i..Consequences the most disastrous haveyin otliér
States, followed. Joaning large amounts to the officers of the banks. - The
spirit of, speculation, is fostered and encouraged ;. the capital:of-the bank
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is endangered ; ‘and in case of a pressure they are relieved, or rather re.
lieve themselves, while others, quite as meritorious, are compelled 10 suf.
fer. It tends to place the entire business of the country in the handsof a
few, to the prejudice of the many, and o destroy all sound principles in
trade. Ttis extremely unfortunate, and indeed injurious, to any commu-
nity, when the products of labor, and more especially the common neees-
saries of life, are monopolized by a few individuals, Indeed, it can never
be for the interest of any community, or any bank, to have a very large
amaount of their capital in the hands of any one person or company.

- It is believed that the banks in this State are free from any imputation

of this kind, for we find, on examination, that no director has exceeded -

the limits by law prescribed, and that the loans are generally small and
much distributed, and but few loans abroad. There appears 1o be a dis-
position among the officers of thé banks to accommodate the people, for
whose benefit banks were created, as well as to promote and protect the
interest of stockholders, ' ’

There will always be suggestions and propasitions for improvements,
changes, and modifications in_the system of banking; and alihough there
may be imperfections, in a greater or less degree, that might possibly be
remedied by legislation, yet it is by no means certain that such proposi-
tions may not, as has been in other cases, be the means of creating worse
defects than these songht 10 be remedied. ‘It is far better that stability
should be given to any system of banking that is in operation, and which
operates tolerably well, than, by frequent changes and untried experi-
ments; the public mind should be thrown into doubt and- uncertainty as
to the problematical operation of any new system of legisiative acrion.
Improvement is the object professed, and probably entertained, by those
who propose change or innovation in any weli-established system. But
let it not be forgotten that we have experienced; and are almost daily real-

. lzing, thatall changes are not improvements, and that changing the man-

ner of doing business from one mode to another is hot as well caleulated
to bring-prosperity and success'as a steady did persevering pursuit of an

object, by those forms by which we have bieen accustomed to operate: It

may be well'doubted whether any change could be made in the banking

system - in ‘this State which would, as a wlhole, operate more beneficially -

than the present.. -It is believed that'no experiment that has been tried in
any. of the States:has operated as well as the system early adopted, and
steadily pursued;in New England. Indeed,it is believed that no section

of the Union, or of the world, has any bettér system of banking thau this. '

We.do not say that it may-not be necessary to throw around this system

_such guards and: restraints; and to’ exercise such legislative: supervision:

over it, as to meet those ‘practices:that, through inadvertence’'or design;

grow up and endanger the publi¢-or individaals:’ but’ no-radical change
should be.made. ;: Our systém’ has been in operation for more’ than' half 4™
century, during which time only two failures have oécirred~ ths Eagle -
and the Derby banks ;. while. inievery other Stdte in'tlie. Union' theré have

been numerous failures, with consequences the most disastrous, and'itiese
failures have occurred mostly . by. reason of loans o-—diréctors[’ atid 'other
L SO
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financial: officers of ' those institutions.+ . 3

:The law prohibiting directors from declaring dividetids; éxcept from the -
bond fide earnings of the bank.which shall remain-aftef charging over 1o’
profit and:loss all unavailable:means; is ond-that shounid e’ strietly ad="
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hered tg. --It could never have been the intention of the legislature or the
wish of stockliolders that ‘the capital of"a bank should be distributed in
thie form of dividends, thereby impairing "the 'solvency of the Institution,
andJéaving thé unsuspecting stockholder penniless when he supposed he
had 4 competency, and the bill-holder'to lock to a mass of worthless ma-
terials for payinent, and the honest purchaser withont a consideration for
his plarchase money. - - - - ' '

~The-banks in this State have generally been very careful in this patticu-
1ar ; 'yet there are some three or four that have divided too close. Jtis much
better to have a reasonable surplus on hand, that they may be able to meet
ordinary losses, than, for the sake of making large dividends, divide so
close as to feel poor. - - . '

~ The defalcation of the cashier of the Stamford Bank, which at the time
caused some apprehension that the capital of the bank might be impaired
and the public injured, led two of the commissioners to repair 16 Stamford
at once, for the purpose of making an examination as to the extent of the
loss, and the condition of the circulation. Foriunately, it was found that
the bank would suffer but litde, if any, and the bill:holders-and deposit-
ors nothing: 'The bank has already realized more than two-thirds of the
amourit from the sureties of Mr. Hill, and they have the means from
which they expect 10 obtain the balance. It is with regret that the com-
missioners have occasion to refer to ‘a defalcation by any fimancial officer
in any of our banks; and if directors would discharge the duty they owe
to-the-stockholders by accepting the trust reposed in them, by frequent
and careful examination into the aécéunts of the bank, such instances
would ot ocour,

The commissioners would take the liberty of remarking, that stock-
liolders stiould always use the greatest caution in the selection of ditecs-
ors;.inen of high and unblemished integrity; men who feel a strong
sense of the responsibility of their station, and -ihe force of bath moral
and legal obligation, free from embarrassment, and yet of skilful business.
qualifications.” With such men, the interest of stockholders and the pub-,
li¢ would be very much’ guarded from improvident practices. . .

.- That provision of the law requiring the commissioners to examine the
affiirs of ‘the Housatonic Railroad Company was adopted, when the com-
pany. was authorized, and in fact were engaged in issuing paper for.cirgu-
lation.”. That authority is now taken from them, and the circulation ac-
tually, yedéeméd,. except an ‘unimportant fraction, {say some, $2,600,)
which:is still "afloat, or lost or destroyed—means: for the redemption of
which ate ready, on its presentation. -'And as there are two.special com-
missiouers,whose duty it is to examine and report_to the legislature an.
nudly, which. they have always done in detail, it would'scem unnecessary
for the interest of the public 1o subject them o the expense of an exami-
nagion by, the bank commissioners., We would, therefore, recommend a
Tepeal of thai part of the law subjecting them to this examination., . . .

The. Whaling Bank in.New London made a dividend of 7 per cent. on

the 15% of January, 1845, for the six months next previoys, which caused . -

.sgrpg_ergcitemén't}hsbthb bank “had hithérto done bately a- fair buginess;
thidedd %id dividend was declared for July, 1842, and but 2 per cent.’ for,
the dividend-following, say for January 1; 1843, and- a fraction over 2 per
c.gpt.ﬁfoq the dividend July 1, 1843 leaving then a balance to profit and
loss 0'f€$2,190] 696. On the Ist January, 1844, another dividend was

e o e tar
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made of 2 per cent., leaving .to 'the credit of profit and loss, 3,709 11.
Bank plates and furniture, however, to the amount of.§1,500; not charged
over up to this date, but placed as good assets of the bank. On the Istof
July, 1844, the bank had to the credit of profit and joss the old balance,

left 1st January, 1844, as noted above, of - oo - $3,709 11
Earning from January 1, 1544, to July 1, 1844, credited to 3
profit and loss, only - - - - - 4,_139 94
' 7,849 05
Less bank plates and furniture now charged over $1,500 00 .. .
Expenses and other charges - - - 872 53 . -
Dividend 3 percent. - - . - 4,603 50 ..
, —_— 6,976 03
Net balance to profit and loss, July 1, 1844, only - - .- 813 02
To the credit of profit and loss for sundry discounts and = -
~ earnings, from July 1, 1844, to January, 1845, (which sum .
-Is excessive) - - - -7 . - 11,653 16
, ' 12,526 18
Deduct expenses for six months - - §1,203 22 .
Dividend 7 per cent. - - - 10,741 50 _
—_— 12,034 72
l\fét Ealance to profit and loss, January 1, 1845 - - 491 46

“*This bank has for some time past been in the habit of buying its own
stock ; and since March, 1843, they have purchased 800 shares at a dis-_

count of-say 5 to 8 per cent. ; less- re-transferred to their own directors,

375 shares. Now, why should the bank be purchasing their, own' stock
of individuals generally, and why purchase of directors? 1In either case,
the-taxes are’lost to the State and towns ;- and in ‘the first case it might
have an immoral tendency to the seller, though we have not the least idea
that the bank meant or intended any deception at-the time of their pur-
chasing.’ K T Lo oo T

- All the earnings uﬁ to Juliy 1; 1844, vere not credited to profit and loss,

asithey should have been ; and this fact, without scrutiny or further ¢om-
mént, would be apparent, for the earnings from the 1st January, 1844, to
July 11844, are credited only $4,139 94, whereas the credit to profit and
loss’ for the next six months (to January 1,1845) was $11,353-16. 'The
directorsy supposing the school commissioner would offer funds; brought
forward all théir®earnings ‘and-divided them; but yet, why. should the
bank-retain and not carry to credit of profit and loss on the Ist July, 1844,

the ‘sarnings to that time? ' (If  they had done so, some of the holders of

stock would probably not have sold.)- That they did not credit the whole

edrning to that time-is cél:tain,i and we mention some,of the items, viz:*
) WERESUPIEE RS 54 3 & T N N . s Do el Dol v

Dividends on 296 sharss of, theif, own stock, dus January, 1, i
A8 e pe s L i :

Dividénds on 506 shares, July 1,1844 . - ... -, .

Six months” interest to 30th June, from. their agent in New .- - .

Paral : et

LA

wXOTR S m s wm il e s mr e R 0R1 4 269 25
. ! > |

ECIANE A AR $248-00
n =i 379 50
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Exchange due from their brokers for. redemption to 30th June 3108 g0

Three months’ interest on New York State stock - - 350 00
Interest due from the Bank of the State of New York for six

months, to June 20,1844 - - - - - 1,184 06
Interest on stock notes and other notes, over due, prior to July

1, 1844—say - - - - - - - 500 00

3,038 81

Although they purchased their own stock, to a considerable
extent, during the year 1844, and at various discounts, still
they receive another dividend of seven per cent. on the 1st

- January, 1545, for the six months next previous, amounting

to - - - - - - - - §773 50

And, after this, the stock is placed on the books of the bank at
par, the profits of which amount 1o - - = BI3 74
1,347 24

There are various small items to the credit of profit and loss between
the date of July and December, 1844, which are not noticed, as snfficient
has been said to explain and account for making seven per cent. dividend
for the six months ending January 1, 1845.
+-Perhaps we ought, in justice to the book-keeper, to say, that the reason
which induced him not to-bring forward some of these items of earnings
which had accrued previous to %uly, 1844,and before referred to, was, that
they had found sufficient to warrant them in making a three per cent..
dividend.

_ The great amount of stock of the bank, transferred and retransferred
tme and again by the directors of this bank, is, in our opinien, clearly
reprehensible. Stockholders cannot now, by law, hypothecate their stock
for money borrowed of the bank ; and if. they could, the taxes would not
be avoided. . .. . ' " -

Several of the directors of this bank have transferred their stock to
persons in other towns in this State, without the place of residence of the
apparent owner appearing on the transfer ‘books. By statute passed in
1843, it is the duty of cashiers to give notice to the assessors of the towns
where stock is liable to be taxed of the amount of such stock, so far as
the owner or owners of such stock is known to such cashier, upon the
penalty of fifty dollars. But if the residencesof the apparent owner does
notappear on the transfer book, how shall he give notice? In oneinstance,
a director transferred 100 shares of his stock to a person in a neighboring
town-—more than nine years since—which stock was not. retransferred
until after the Ist of October, 1844, and escaped taxation. . Another case
of .97 shares was transferred 27th September, and retransferred after st of
October, 1844. Another director transferred September 11, 1843, 142
shares to the bank, and had it retransferred to him after the 1st of Octo-.
ber, 1844. Another director iransférred to the bank 45 shares, July 14,
1843, which was retransferred to him after October, 1844. One director
transferred August 12, 1842, 190 shares to a person in a town north of
New Haven, which stock has ever since remained untaxed. Another di-
rector transferred to his friend, just out of the town limits of New Lon-
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don, fifty shares September 6; 1836, and we question whether any tax has
ever been imposed on the same. A director transferred. to his friend out
of town September. 19,"1843, 100 shares, which has also escaped tax-
ation. _.© . . ; . i L

Such a course of:procedure we have not found in any other bauk ir
this State ; and we deeply lament that it should ever occur, conducted as
banks ever should be, by high minded and honorable directors.

The cashier of this bank, during the month of April last, forbid one of
the commissioners examining the books. But aftetrwards the directors
ordered to the contrary, and the books were freely shown. - Prior to this
refusal of the cashier, encugh had been discovered to satisfy the commis-
sioner that all was not correct, and the directors were perbaps apprized
that it was too Jate 10 withhold any further examination that might be le-
gally demanded. . - :

. The taxes in the town of New London, for a few years past, have been
unusually large, owing to the building. of several school-houses in the
different.districts of the town, amounting to fifieen and twenty cents on
the dellar i each district, exclusive of ihe State, town, and highway taxes.
It-was- quite a saving to persons owning stock in this town to transfer
it to their friends residing in neighboring towns, even if it was taxed
there§ but directors owning stock in'this bank go farther, and place the
same where the taxes are - wholly avoided. ‘

1t is not for us to express an opinion-of the motives which "dictated
transactions of the character here stated. That we leave for those whdse
servants we are. ° We would say, bowever; that assurances have been
given.by a deputation from the bank that the wrong shall be corrected,

apd: a recurrence of such practices hereafter avoided.

— g SAVINGS BANKS,
...These.useful institutions are managed with commendable skill and pra-
dence.... They have become, as. will appear in the following statements,
the depositories of a large amount of funds; and, from the character of
the persons mostly interested in’their prosperity, they have peculiar claitns
to. the fostering ‘care of the legislature. By.the act of 1843 relating to
« savings banks and favings societies,” it is provided, among.other things,
¢ that ne loans of the moneys dr funds of any savings bank or . savirngs
society be héreafter made, unless the same be seciired by morigage of real
estate in.this State unincumbered, equal in value o double the amount
of:the Joan:secured thereony-except to -an amount not exceeding in the
whole ten:per cent. of .the. amount actually. on deposite in such savings

bankecor:savings.society; for. thé time being.”? .- .

PR

:-Most ofithese institutions compiain.of this provision of. the law; and; as-
we;are informed, have. preferred petitions to the. present legislature: for its-

modificalioti-or repeal ;. and:one socigty has.béen obliged to ask for a sut-

rendefof its chartér.and:a return of its deposites in cousequence, as they'
allege, of this prohibitoryiclause. . We do not propése hére to discuss the.

giéstion. of the coniparative:value iof the two kinds of securities, real and
persenal...: Our banks ofcdiscount avoid 'the former; and make their léans

entirely on personal’security.s The:onlyless whichswe have'ascertained.

ag having dccurred in.any of these instiutions, since our official acqhaint-
anceiwith them, is éne of $1,200.in the-Norwich Savings Bank, and: that

-talin the State since 1836. It will also be observed that the circulation
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on real estate security. Im all cases of loans of this character titles ave ta
be examined,incumbranees ascertained, insurance effected, the value of the
property to be fixed—contingencies, all of which are attended with risks.
"~ We would by no means recommend a repeal of the law in ques.
tion ; but we think an alteration of the same to the extent of an increase
of the present limit to tweuty-five. per cent. on personal security would
conddee to the interest of these institutions. '
* * L » #* #* * = o
Al} which is respectfully submitred. ‘
EZRA CHAPPELL,
- WILLIAM MATHER, Jr.,} Bank Commissioners.
NELSON BREWSTER, _ :
Hartrorp, May 14, 1845,

n REPORT OF THE BANK COMMISSIONERS—MAY, 1546

To the honorable General Assembly of the State of Conneclicut, now in
- : session in New Hoven :

.The subscribers, bank commissioners, respectfully report ; ‘ ~

‘That scon after our appointment last year, we addressed circulars to al
the banks ‘and savings' institutions in the State, requiring of them fre-
quent statements, from the officers of the banks; of their coundition; in
addition to which, we have wade a personal examination of each’ bank
and savings institution at least once during the year. - T

We can cheerfully say that 2ll the officers of these institutions have
made full and very satisfactory answers to all inquiries ‘we have made,
and have foriwarded their balance sheets with commendable punctiality ;
and we have-the satisfaction of believing that the banks in this Statédre
in a sound and safe condition, and the public need have nd -apprehension
of ‘their ability to meet all demands’ that can be righfully made ugon
them. In most cases the officers of the banks have manifested a very Jaud-
able ambition to strietly adbere to all existing laws in the Tnagagemert
of the institulions under their charge, as well as t accommddate the jiib-
lic for whose.benefit*they were created, There are vefy few, if any
cases, in” whicha single individual or company have been perinitted:ito
obtain a very large amount of indebtedness, thereby hazarding- the safety
of the-bank, and monopolizing any particular bianch of businéss '™ =1

The past has been a very prosperons year with all the banks it the
State, for the ‘redson’ that the agricultural, manufacturing, and méchanic
interests of the'country have beeii in successful-andactive opetation ; and
could the present state of- things remain, without béing-diSturbed by auy
legisiative innovation, we might reasonably hope and expect thit our pie-
sent prosperity would continue. It will be seen by a comparison with former
years that the banks are considerably extended—moré o.thai at ‘any
former period ; at the same time, it should be remarked that the business
of the country is much greater than formerly : conseqiiently, more money
13 wanted to carry it on ; and there has been noincrease of banking capi-
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of the banks, in the aggregate, is larger than at any former period ; yet it
-does not reach the amount allowed by law.

The whole amount of banking capital in the State is $8,475,630,
and they are allowed by their charters to circulale once and a half the
amount of their capital stock and deposites ; so that it will be seen that
$12,713,445 wounld be their legal limit, besides that which they are en-
titled to have on their deposites.

Their circulation, according to the returns hereunto annexed, is only
£4,564,947; being a very little more than one-third the amount they are
entitled to, saying nothing of their deposites.

It is believed to be impossible for the banks, so long as the system of
frequent redemption at the Suffolk Bank is continued, to sustain as large
a circulation as they are legally entitled to, unless it is these of small cap-
ital.

This system of redemption your commissioners believe to bea very
salutary one for the banks and the people. It serves as a check upon
excessive issues ; and so long as the banks promptly meet their redemp-
tions at that point, their bills will not be liable to be discredited.

From the time we first received our appointment in 1544, to the pre-
sent, we have urged upon the banks the importance, while they were
in easy circumstances and in prosperity, of preparing to fortify themselves
against any revulsion that might, by the operation of  trade or -any other
cause, be bronght vupon them; and we can say that most of them have
manifested a desire to comply with this request; and by a reference to the
report of last year, it will be seen that their surplus fund has been in-
creased, and also their specie on hand has been considerably increased ;
although we think that some of the banks are still deficient in this very
important item. . . : ‘

.., We have deemed this. course important for many reasons; not only that
they might-be prepared to meet any ordinary revulsion that might come
npon: them, but that they may be able to continue dividends. For it is
a. fact, that a large proportion of the stockholders in our banks are old peo-
ple, widows, and minors, who depend mainly for the means of their sup-
port upon- the earnings of these institutions ; and to be deprived of them
would be preductive of much distress,as well as embarrassing to the busi-
ness part of; community. - _ - R ‘

- ;/The banks which last year were the subject of special notice by your
c¢ommissioners.and- the general assembly have reformed the matter of
complaint, and it is believed that their affairs are managed with commend-
able fidelity to the public as well as the stockholders of the institutions.

~It will: be seen, by a reference to the balance sheets- hereunto annexed,
that the, amount of real estate, suspended paper, and other unavailable
means, compared ‘with former years, is very much reduced, which is very
gratifying-to--us ;. yet we should be still more highly gratified to see that
no bank had any other real estate in their assets than their banking-houses:
manty, of ‘them have no other. . . . . ‘ X
_-The Bridgeport Bank and the Danbury Bank have done admirably well
in making so great a reduction in their list of real-estate. We think that
all those banks that now: have this kind.of property on band should, as
soon as a fair price can be obtained, dispose of-it. The Joss of interest is,
in all probability, greater than the probable rise in value of the property.

The practice which formerly existed with many of the banks in this

o —A

-
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State, of keeping a large amount of their funds in the hands of brokers,
has very generally been discontinued ; and very properly so, in our judg- -
ment. 'The losses which they suffered from this course of deing busi.
were very large. _

n('af[§he. officé rgf bagnk commissioner has been abolished in many, if not
all the States, soon after a brief trial of such a supervision asis usuaily
exercised by these officers. We cannot believe that any other system that
has cone to our knowledge as having been tried, has proved to be an im-
provement upon ours. - The course adopted in the State of New York, of
requiring all the banks in the State to make a report of their condition on
a given day, cannot very well be otherwise than injurious to the business
part of the community. They will of course prepare themselves for the
occasion, by reducing their loans and discounts, so as to make a satisfac-
tory report ; and it is almost uniformly the case that complaints are made,
and not without reason, that good paper brings 2 high rate of interest just
before quarter day, and imnmediately thereafier money is plenty. There
is not a State in the Union, that we know of, in which the banks have so
many guards thrown around them as in Connecticut. In the first place,
the stockholders who own the bank appoint their own agents, and the
State in all cases where they own stock appoint one or more State direct-
ors, and the commissioner of the school fund is authorized by law to ex-
amine each bank in which that fund has any steck ; and the stockholders
have a right to appoint a committee of examination at such time as they
choose,and the legislature have eonstituted a board of general supervision
of all the banks, through bank commissioners, clothed with ample pow-
ers. Still, it is claimed by some that further and more stringent legisia-
tion is required for_ the regulation of banks, while other institutions which
have a larger capital than any one bank in the State, and are peculiarly
the objects of special interest to present and future generations, are safe
with the general supervision of one man. We think no further legislation
for the regulation of banks is requisite, with the exception, perhaps, of an-
alteration of the law limiting loans to directors. Whether more than two
commissioners are necessary for this State, is for the legislature to deter-
mine. .
We last year called the attention of the general assembly to the law
limiting loans to directors and corporations, and a partial alteration was
made. We are still of the opinion that ne good, but,on the contrary,
much inconvenience, arises from that part of the law which probibits a
corporation from obtaining a discount of even a draft, when a member of
such corporation is a director in a bank, and has already gone to his indi-
vidual limit as a director. We would again recommend a repeal of that
part of the law. L

The several savings institutions in the State, we are pleased to say, are
managed with very great fidelity to the interest of those for whose benefit
they were created. They have become the depositories of a very large
amouant of money. So far as we can learn, the managers of these very
valuable institutions intend that the benefit to be derived from them
shall be confined exclusively to the poor and laboring classes. We have
made & very careful examination of their assels, comparing every note
with the account rendered, and we find the securities, so far as we are z:ble
to learn, to be ample, and the interest very promptly paid. In the New
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Abstract of the condition of the scveral banks in Connecticut, for the month of April, 1846,

LIABILITIES,
Hurlfﬁrd. ! Phenix. Exchange. Farmere and Me- [Conneclicul River] Neow I'Iavcn-

s v R ' chanics’. Banking Compy, County.
Cupital stock " - - - - $1,118,000 00 | 41,232, 600 00 #6524, 880 00 $531, 700 00 #4250, 000 00 $502, 550 00
Circulation - - - - - 439,072 00 556, 464 0V 247,827 00 302,912 00 04,997 00 209, 818 00
Due banka - | - - - - 53,281 81 G0, 373 01 186, 154 53 20,316 08 740 54 . 1,316 24
Deposites' - - - - - 235,947 63 223, 702 21 G7,857 43 199, 385 31 55,318 55 77,936 41
Dividends unpaid - - - - 2,789 81 51,215 96 891 60 1,007 75 L, 405 50 2,508 96
Burplus fund - - - - - 97,910 74 74, 243 46 an, 03 27 26,275 63 3, 806 62 12,000 00
Earnings since last dividend - - - 27, 496 12 - - 10,320 98 20,622 59 5, 881 16 11,620 61

Total - - - 1,974,517 27 2,198, 598 64 887, 970 81 1,111,922¢ 36 412, 149 37 817,750 22
i : RESOURCES.
Real estate” - - - - - $175, 000 00 438,718 79 $#11,939 14 413, 500 00 #7,000 00 43, 000 00
Bills and checks of other banks - - 31, 605 50 17, 800 10 6,025 89 10,092 24 5, 48 50 14,4106 25
Due from banks - - - - 36,725 11 125,071 77 30, 266 48 44,331 54 93,627 95 12,758 64
Due from brokers and agents - - 3,233 25 54, 248 23 4,738 40 1,871 31 15,314 42 56,215 49
Specie - - - - - 71, 450 53 18,748 01 11,725 34 44,038 40 11,343 76 13, B45 20
Stockz and bonds - - - - 2,726 23 - - 46, 156 25 33, 000 00 10,000 00
Personal estate - - - - . . .
Lxpense acecount - - - - P
Bills discounted - - - - 1,813, 775 65 1,922,911 74 823,674 96 951,231 62 315,013 74 702,500 64 -
Total - - - 1,974, 517 21 2,198, 598 64 , BB7,970 B1 1,111,221 36 412, 14% 37 817,750 22

6¥3
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Abstract of the condition of the several banks in Connecticut, for the month of April, 1846—Continued. g .
!
LIABILITIES. <
O Mechanics™. . City. : New Haven. Meviden. Middietown. Middlesex
Ca b County.
Cnpxml stock_ B - . - $300,000 00 500, 000 00 34, 800 00 150, 000 00 200 j
Cireulation | L. .. 165,706 00 | Tast103 00| ioraw 00| 2100 | F90743 00 H, 208 00
D¢ banks - - - - 14,142 92 24,879 41 2,835 03 7,008 87 . 7,605 54 11,802 65
Deposites - - - - - 130,544 45 84,049 41 72,267 01 6, 706 86 43,973 62 34,731 46
Dividénds unpaid * - - - - 810 00 1,258 00 1, 404 00 261 00 1,348 84 "7132 00
Surplas fund - - - - - 14,243 19 13,000 00 5,640 29 9,743 27 25, 968 £Y 8,509 75
Earnings since last dividend - - - 7,613 47 8, 388 75 7,154 40 4, 597 55 5,944 1§ 5, 144 18 OU
Total - - - 633,056 03 883,578 57 651, 420 56 243,508 55 553,359 05 aT,02l 04 S
ozl
~ RESOURCES. g
ch.l estate e - - %, 000 0 4, 3 515 5 .05
Bilis and chcc](s of nLhcr lmn]m - - %;504 ‘)ll)] $ﬁ'§: 7[2}% #f ‘il‘;: I;é'; gg $!11: 3?? Eg $‘lj' 15)2(1} g‘]} $‘::! 8%% 3%
Dus froni banks - - - - 43,821 39 5T, 184 55 16, 195 92 96,929 00 8,078 49 8,583 T3
Due from ‘brokers and agents - - a 55, 344 25 o8, 169 10 z 18,205 38 18,328 29
Specie, - - - - 1,008 53 54, 5 29 24, 640 00 5,010 97 23,212 16 5,55
S!ocks and bonds - - - - - ! 9 3, Hoal il
Porsonnl eatale - - - - - - - % 200 00 33,000 00 268 18
Expense nccount - - - - - 1,188 46 B -
Bills discounted - - - - 502,625 21 (:347, 453 94 515,810 54 194, 146 89 464,231 G8 312,613 25
Totl - - - 633, 050 03 £83,578 57 651,420 56 243,508 55 553,350 05 357,321 04
¥
st e S - hl
LIABILETLES.
Bridgeport. Connecticut, | Fairficld Couwnty. Danbury. Stamford. Norwich.
L 269, 700 00 88, 650 00 §88, 650 00 $60, 000 0 210,000 00
Capital stock N ) - . %(1), 233 83 § 191, 300 00 d‘1359 131 0o 145,284 00 85,018 90 81, 453 gg
Circulation = 3 005 63 11,961 63 11,901 96 10, 340 70 395 57 25,05
Due banks - : i i 96, 806 40 70,991 32 | 36, 338 59 11,998 62 17, 443 78 5,760 71
Depasites - - - - - 990 50 1,050 77 205 % 348 90 784 00 1,021 38 |
Dividends wmpid - - = 8, 618 20 12,830 68 5,051 09 2,801 B4 4,522 20 T
oty sinco last dividend - - - 7,316 Bi 5,377 50 3,233 12 3,563 30 597 97 :
, Toul - . - 596,176 62 562,611 50 304, 510 96 263,081 46 173,660 52 385,195 02 o
. M_[__ﬁ ' _ 3 aQ
I byl
RESOURGES. -
N y 45,883 89 &
5 12,655 37 415,030 14 $6,383 03
Rodl catte, - ks - - 1900 93 $36: 01 o8 1| Tre o 4,765 0 16,623 00 ¥
itta and checks of other buks - : 183,308 25 63, 527 12 38,677 83 33,569 85 12,308 31 4,927 17 g
Dus o ﬁm‘lkssanﬁ agenta 35,024 78 . 8,509 9 AfYRY 5,402 00
Due from broker - : 91,839 82 N, 743 7T 6, 635 57 y : 4] .
gr:clm and bonda - - - - ég 333 {1)3 50, 400 26 '510 00 9,510 00 5,281 93 39,242 33
Personal estale - - - - 1,063 42 ' .
gff:ﬁ?;iﬁ&ﬁ?éﬂ“ DD T I swmwm0ei)  o,10333|  20,70783| (18217090 | MOGETT| 309,006 64
Totl - o~ - 596, 176 62 562, 611 90 304, 520 96 263,081 46 173, 660 52 385, 195 02
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Abstract of the condition of the several banks in Connecticnt, for the month of April, 1846 —Cantinued. gﬁ 7
h i)
LIABILITIES. o
. Quinebaug. Morchants'. Thames. Union, Whaling. New London,
P - ' T . .
Copital stock " - . - | ge0,000 00|  g196,974 00| 209, 500 00 $106, 000 00 $163, 450 00 §150, 875 00
gumug:u?!n - - - - - 128, gr:g gg s{‘,g"{g 20 i, 578 09] L0, 570 00 48, 380 06 41,623 00
ue banks - ., . . - - L, 20 L 464 77 5,638 81 1,301 97 3, 426 52 171 34
Sibewe 11 EaM| sl swigh| aiGel GRE) o
- - - - . f 59 § !
Surplus fund - - - - - 19,802 08 3,881 49 3,251 64 i, 03{} 00 3, 064 87 3,723 00
Earnings since last dividend - - - 9,441 15 (1,270 96 1,570 00 2,052 28 2,583 79 2,013 47 o]
INIET ) M
Towl - . - 468, 799, 29 240, 468 18 336, 957 76 216, 764 42 216, 006 25 209,307 81 8
RESQURCES, OZ
- w
Raal estate - . - 423,761 58 414,949 30 419, 607 53 $2, 500 00 - 84,000 G0 &%
Bills nnd checks o!'olher bztnks - - 15,141 24 7, 146 00 G, 525 87 9,208 00 44, 336 58 3,000 00~
Due from bunks - - - - 3,956 36 11,427 55 G, G89 48 36, 544 57 17, 841 57 14, 8 06
Due from brokers a.ml ngents - - - - . - - 12,381 91
gf:::: l;ll)d bo-nda - - - g, g;g gg 6, 635 00 4,766 2% 7,187 98 Jh‘, 753 o 4, 105 04
.. - - - . - - 31, 050 O
Personalestate - - - - K . 1,050 00
Expense aceount - - - - 374 98 - i - - - 768
Bills discounted - - " - 416, 71% 80 200, 250 23 209, 368 62 161, 323 87 16G, 736 00 183, 457 03
Totad - -l 46879929 | 940, 408 18 336,957 76 216, 764 49 236,096 25 209, 307 81
2
N
-
LIABILITIES,
i . tie. .| Jewett City. | Windham, | Windham Tolland Eant
Stonington Mystic Thompson we t4 County, County. Haddam,
. . . - | arg 05 51,700 00 | 450,000 00 | 844,000 O W 471 00 | 462,700 00 ) 480, 400 00 1 $66, 090 0D
T T R 00 | Mol oty 0n | B0, b0 Lo | 44,000 o0 P10 uo | %5300 00 | *or.0a 0 | Sag hoe 00
Due banks - - - - -0 1,169 40 299 12 - 321594 0 1,137 49 - 10, 474 85 3, 108 89
D:?oa?tcw - - - - - 17,006 84 | 15,416 57 3,669 G1 8, 262 :):2 ]l,;gf éllf i5, Ggg 98 40,?}’? gg 21,23; ig
- - - - 892 50 311 50 2,108 70 224 0D 591 & 5 o 023 5
gxi:ull&:d;ur?&)puld - - - - 7,227 25| 8038 93| 181012 | 4,631 00 [ 1,944 5L, 1,045 97 | 8,39 00 4,232 8
I"argmgs pince last dividend - - 2,315 30 6580 37 - 560 19 47T 96 2,717 33 3,527 45 1,010 48
Toinl - - - 1 134,474 29 ) 118,300 40 ) 139,732 83 | M5, 510 25 | 195,885 GO { 167, 502 ¢8 224,087 31 159,087 74 U
8
-~ D RESOURCES. 'z
R Lo . ) =
o - - -1 §4,95000( §600 00 | $1,600 00 | $4,300 00 | 81,550 00 | 81,801 59 | 49,766 8o W0
gﬁ’?; cz'glghccks of ather banks S I 3 A A B Y924 00 “aaso 6o | 2595 00 | Saro0n oo 23450 [ gLe0 62 W
Due from banks - - - ~| 111,282 38| -B, 277 84| 24,256 99 - 8577 %0 | 53,085 75 | 18,539 05 é;fizé';' ;g =]
l - - 14 85 - L= = - o ' :
fuo from brokers andogenn - -1 4,334 61| 289830 320597| i.605% | 5, ,.84 54| s,600 38| 11,892 50| 5486 4
SFocks and bonds - - - - - 2,000 0G | 20, ’TGH 75 G, 000 (0 - - 300 00
I:ersonnl estale - - - - 974 13 '
11‘;1}1t Bc&n&zs&gﬂﬁlt : N : - 104,103 18 | 103,611 41 BJ, )40 12 | 90,685 3G | 108,185 36 | 93,953 3G | 188, G53 47 142,261 06
Total - - - 134,474 20 | 118,302 40 | 139, 732 83 | 105,510 25 | 125,885 60 | 167, 502 05 224,097 31 159,087 74 )
. :
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Synopsis of returns of banks of Connecticul from March, 1841, to Mary, 1846, inclusive.

Doe. No. 226.
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NEW YORK.

REPORT OF THE BANE COMMISSIONERS IN 1942

To the Legislature of the State of New York :

The bank commissioners, pursuant to Jaw, respectfully submit the fol-
lowing annual report: :

Although the past year has been distinguished beyond all former ex.
ample, by the failure of a large number of our banking institutions, yet
during this period the general business of the country has been prosper-
ous. The banks of the State, for the most part, have been well managed ;
and it is believed that they are now, with few exceptions, so far at least
as it respects their chartered institutions, in as sound and healthy condi-
tion ag at any time since their respective establishment,

- The causes which have conduced to the solvency of the several banks
under the safety-fund law had their origin in times long anterior to the
present year; and it is now well understood that these causes have been
coeval with the original organization of some of the institutions in ques-
dom. . : !
The law required not only that all the capital should be actually paid
in before the bank: could commence its operations, but it also prohibited
the discounting of any paper in payment of stock, or with intent of pro-
viding the means of making such payment, or for the purpose of enabling
the stockholder to withdraw any part of the money paid in by him on his:
stock. . L
A fair compliance with these provisions on the part of all the stock.
helders would have prevented the establishment of any banking corpora.
tion, unless'the capital stock had been fully paid in the first instance, and

to remain as a bonu fide and permanent investment in the business of

banking. CL . _ e -
“There is, however, great reason to believe that some of. the safety-fund
banks which have failed during the last year conumenced their operations
by a fraudulent evasion of the restriction in regard to the withdrawal of
any part of the capitai ; and that such capital, althongh nominally paid, was,
in part at least, borrowed on short loans for this particular purpose, and
repaid by discounts from the new bank. N
Such discounts, whenever made, would of necessity ptoduce a dimina--

tion of the'capital to the amount thus mdms,wnw.&w thereby ﬂ.SEa&mBmw,,
lessening the ability of the institution to sustain itself in those movements .

which, by the amount of its nominal capital, it might be authorized to
make, and placing it at the very commencement of its existence in a false
and embarrassed position. . .

In cases where the capital of a bank has been thus materially impaired
by the substitution of stock notes, either on its first organization, or at any
subsequant period, it-will be found to have been usually effected by 2
combination of individuals in doubtful or embarrassed circumstances, de-
sirous of borrowing instead of Jending capital, and who sought by this
artifice the control and: direction of the bank, to subserve their own pri-

————




