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9 CONDITION OF THE BANKS ‘jn
F 1.

REPORT OF BANE COMMISSIONERS, CONNEGTICTT,

To the honoralle General Assembly of th: State of Connecticut
tout ;

Jhe bank commissioners submit the following report ;
long “time beerel ?a{lcll%lddlﬂicult.ies in which the COHD%JTY has f;
moneyed instituti nvolved, affecting primarily and peculiarl or a
strict examinatilogn?;l;‘ - rﬁgarded'it as our duty o make an ea::lw}; al&
State, 1 o the condition of the various banks of ?]I;ig

We felt : -
selves with?flniflil(}aent lthat’ if these corporations were confining th
truth in a sound e ut(;x_rg_? restrictions imposed by law, and wer i
their intemmsts Thcon ition, such an investigation would Jroe 1tn
such Circumst‘a nces e igglré)bﬁtlonl o(f{‘lthe commissioners, whic}} u}ﬁgeg

1 . ) ’ . e ola T ive , ’.

g el i . 15 o1 sy ey v
tion was ege ﬁla.w, and becoming unsafe, the soone;y’c’h.'ey i
fon e p%bli cra E} i:;g;p, the bletter it would be, both foi- f}iﬁ?ﬁg
"  bhPL. ertaining these views, w e visited
tyese institutions twice, and several of th v have visited cach of
n’]i‘els_ N em a greater number of

ie otficers of the banks furni

. nished us wi ili
001{1%23'0 c:zll;ql;{)u ghly acquainted with theii c‘g:ztdhiti?;fry facility for be-

sidered ourselves invested by law with the power of requi
-

ing answers und inguiri
g er oath to such inguiries as we might think proper to

make. Believing i
leving it to be our duty, we therefore drew up a series of

interrogatories, calculated i
s, ca to bring to view t it
ba%lg% Saenc} nttra.nsmltte(_l copies of thgem t;etvl&;etgiogr;eoci%ndltmn‘ of each
oohese el;ro%atorles were all returned, and witﬁelifﬁt f;
bons, investgige;tiogﬁomptﬁude) with sworn answers As thee?es?ﬁ;
-‘ A We 1 .
of%le Stiatel fgations, cond(i)till)(: hesitate to pronounce all the banks
w s i
o ?:apiig,le (Ij'lfl‘lg]ll;eli :sf ihe banks in the State is sixty-seven, with
fotal capital of §17,145,451 84. _Of these, hirteen were ofganized
AL leavinga’?h E:nngu IIJ?EV, al%d have a capital, in the wﬁif:alzif
cal%}']t]al of Eld aar are 2 er of chartered banks fifty-four, with a
o 22
¢ commissioners are fully of the opinion, that the banking cap

ital of the State, if o
Tt of the late, 1t more equally distributed, would be abundantly

No new banks should be ch
o new. chartered
¥ ouli ;;;ﬂg’nde;uand_fe_d by the wants of some particular localit
preheile b 10D, unitorm system of organization would b lf y.
D o preger_llt mixture of different kinds. Each m 3 alf.'
gutin experieng I.Jl‘l?h eges has its advantages and disadvan% ?r .
banks have been c:.rlc?full;rs ;ﬁ:gﬁ;&ai Slcllowl?, s hen the Charigriii
have faithfully discharged their ziu?iesjv tl?; tg)i});?ll;ii;m]?aﬁzm’t?efs
n

, unless it is clearly shown that
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We are not satisfied that, as &

furnished with a safe circulation.
nks is not, to say the least, fully

whole, this system of establishing ba
equal to any general banking law which has yet been devised.

Five new banks were chartered at the last session of the legislature.
Two of them, the Elm City, and the Stafford, have been organized.
The stock of the Stafford bank has all been taken, the instalments
paid according to the provisions of the charter, and the bank is now
in successful operation.

The stock of the Elm City bank was subscribed, and ten per cent.
of the capital paid in. The second and third instalments were
called for according to the provisions of the charter, but owing to the
stringency of the money market, they have ouly in part been paid.
The amount paid in has been sately invested, ready for use, if the
bank should go into operation.

‘We understand that an application will te made to the legislature

1 ‘th a less arnount of capital paid in

for leave to commence business Wl
than is required by the charter. We see no objection to baving this

privilege extended to them.
The $Vooster Bank, in Danbury, was organized under the general
banking law, and bonds to the amount of five thonsand dollars were
lodged with the State treasurer, on which a premium of four hun-
dred and forty-six dotlars and forty-nine cents was paid. DBills were

rocured and issued, of which four thousand nine hundred and ten
dollars remained still in circulation on the first of April last, although
the stock is said to have been merged in that of the Danbury Baunk.
We considered the bills safe, but could not approve of such a course.
We therefore recommended that the bills should be withdrawn from
circulation, which we have reason 1o believe will be done as soon a8

practicable.

In one instance,
the subject took effect,
tion, under an agreement that t
of this protected circulation is &

a bank has, since the law of the last sessiom on
farnished another bank with bills for circula-
hese bills be protected. The amount
bout thirty thousand dollars. This

has been done under a claim that the agrecment was made before the
law took effect. We considered the transaction as a violation of the
statute, and so informed the parties concerned in it, Bnt the com-

missioners are assured that the contract will soon be elosed.

Qeveral banks have vioclated the law which forbids them from
The City

making - discounts for directors beyond a certain amount.
Bank of Bridgeport, during the year prior to the 10th of January,
. 1855, discounted paper on which each of seven of the directors, 1n-

cluding the president, out of nine, was, as an individual, or 8 member

of a firm, maker, acceptor, oI endorser, to amounts varying from
33,358 49 to $8,837 41, although the capital paid in was less than
100,000 ; and consequently, the amount authorized by law was only

3,000.

: ‘At the annual meeting of the stockholders, on the 10th of January,
1855, six of the seven directors above referred to werc re-elected, and
commenced discharging the duties of the office, although this is ex-
pressly prohibited by law. These directors have all resigned, and

others have been appointed to fill their places.
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Since that time, we believe, fr :
: _ we , from the e ati - -
3£ Illis affairs, that it is well conducted ;Ina(ﬁlsndet;(t’%? g’e have made
e of the public. ’ itled to the confi-
o fqi‘fse gil;g;izi:ilvlgunﬁ’dlscounted by the Pahquioque Bank for
only §119,080, @ dst h$0:683 80, the capital actually paid in h%ny
ot soj diséoulzxt q ehamount authorized by law only §5,000. %Iﬁg
requirements of thee : towaver, has recently been reduced’witflin the
ing communities a dS atute. By the 28th section of the act conce :
is made liable to anl corporations, in the revised statutes, the barnﬁ
have been specified 1633’5’ penalty for such violations of t,he Iawn
The manifest ha;da 1111. for other unlawful acts of the directors o
holders for the mis . dlp and injustice of punishing innocent stock
ticipate nor cont, 10011.1 uct of directors, which they can neither -
penalties  Weo Tig ) dlas hitherto prevented the enforcement of st?nli
will subj.ect M e trecommend siach an alteration of the lawg
fransastis. ang ectors of a bank who participate in an illeg 1
EXPerien)ce d not; the bank itself, to punishment, egal
efforts to increasg :110‘5'11 that the directors of banks make constant
long; the effect of ]]e ]11‘7-l dends of the corporation to which they bn
more elevated po ‘tt" 1ich 18, t0 give a higher value to the stock a}nde-
i?l ito provisioi Ss;flgetci at&g ?}i?ﬁf%ﬁn' bSo lon% as they keef) withff
check . ] Ve beepn made to ;
etk ek soune i prsemoriy. B £ el o hen
instances. to é:isrf; fmgoiﬁ construction to these laws, and, in soni:
have some Peculiau"rD ivile enl. Babks, with all these restrictions
Many. and pe hal?nn eges, with which they ought to be contented.
drafis bévable Ii)nrotlps §u of the banks, charge a per-entage :
believe, tlie amount ner States. In some instances, there is reason (;n
o ok seciad n t1‘§ sufficient to constitute a violation of the law %
er cont. Tt is restricting the interest to be taken by banks t o
‘Ee allowé 1 L'llf: zﬁwsonable that some per-centage on exchange slfo Sig
The praéﬁce Wle'alllnount, we think, ought 16 be limited b lawu
tent. of 1oaﬁin<; mnc has of late prevailed to an unwarrantj;ble ,
secu,r fties has% ODEY abroad on railroad bonds, stocks, and sim'ix-
<6111 mue ]; g eeg to ahg{'eat extept discontinned. So’me bamks1 to
former delinqu ped 1n their operations, by the consequences of thal'.e
their Conditi%nencl\is in this respect, All, however, are im rovigl;
themselves, and aﬁ 2231&&33;;3% the Lressure, failed of Sus];:a.ining
they deemed it safe, 0 accommodate the public as far a;
The banks generally, during the ’
i SR past year, hav : ;
éﬂfgxﬁr;gc ;Iag;g: iiga,ns to individuals ‘or sijx;gle’ ﬁrmes Cs:'ef:l(l)ily avtq1ded
worthy of commendation, and will orporations.
105fes. y and will prevent ruinous
t wil - '
e v 158 ot sy o et
on has withi
peur maierially diminished. Tho bank e thenior o 2 oot o
general bugn}l,egs o?' ‘:I?Hts which will grow out of an incregse of the
the amount of 1 339“ntry_ The Jaw of last year, restrictin
the capital st oans and discounts out of the State, to one-fourth gt
pital stock and deposites of each bank, has,accomplic'):}l]l;d fo
o ?
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_some extent, the object which the legislature bad in view, of keeping
capital at home, But we are of opinion, that some of its require-
ments and penalties are unnecessarily severe, and would suggest a
modification or repeal of some of its provisions.

SAVINGS BANKS.

The several savings banks and savings institutes of the State have
received the attention which their importance required. The num-
ber of depositors is now very large, and constantly increasing, They
are the depositories of a very Targe amount of money, and are of
great importance fo a numercus and highly meritorious class of our
citizens, and should at all times receive the fostering care and watch-
ful attention of the State government. The managers of these
several institutions are among the first men for ability and integrity
in the vicinity where they are Jocated, and we are pleased to say,
that, so far as we have been able to learn, they have managed their
affairs with great fidelity to the interests of the depositors and the
public, as well as with a due regard to economy. A custom prevails,
to some extent, of taking interest on loans six months in advance,
of receiving discount, instead of interest, after it has ac-
+s the oficers of these institutions in making
furnishes a fund to loan for a short

time, that assists materially towards paylng €xpenses, and to which
we think there is no reasonable objection. There are now in opera-
tion in this State, under charters granted by the legislature, twenty-
six savings institutions; the condition of each is exhibited by the
annexed statements, compiled from returns made to us under oatk,
by the treasurers of these institutions respectively. From these state-
ments, it appears that there are 54,589 depositors, varying in amount
of deposites, from a few cents to several thousand dollars. The total
amount on deposite, including balance of interest, account and sur-
plus funds, on hand, is §10,006,131 18. The securities taken for
this large sum have oeen “elocted with great care and skill, and, we
believe, are as safe investments as can be fournd, for an equal amount,
in any moneyed institutions in this country. One or two of these in-
stitations, as will be perceived by the annexed statements, have 8
greater proportion of their funds loaned on personal security than
the existing laws allow, But this appears to be but a temporary
matter, and will socn be corrected by the directors thereof. The
whole amount of suspended paper reported to us is 81,164 22 es-
timated loss about $252.
Tt appears by the bank commissioners’ report in 1847, that there
existed in this State at that time nine savings institutions, Wit
99,663 depositors. Total amount on deposite, including surplus
earnings, &c., 83,221,591 33, increasé in eight years, 10 number of
depositors, 31,926 ; in amount on deposite, 6,784,539 85; in num-
ber of institutions in operation, 17 all tending to show the confi-
dence reposed_in the management of them, by the public, and the
care and watchfulness necessary o continue them in the high position

they now occupy.

or, rather,
¢rued. This custom assis
up their accounts for dividends,



Qé"% CONDITION OF THE BANES

SAVINGS AND BUILDING ASSOCTATIONS.

The commissioners have also visited the numerous institutions
commonly denominated building asscciations, organized under the
law of 1850. These corporations were designed to effect a two-fold
object : to furnish a place of deposite especially for small sums, and
to provide in this way a species of savings banks; and also to use
the funds so deposited, as well as the stock of the association, in
making leans to the stockholders, on such terms as will enable them
to own the dwellings in which they live, instead of renting them.
They have already enabled a large number of persons, of small means,
to attain so desirable an object.

These associations, generally, are under the control of gentlemen
of the highest respectability.

Upon a thorough and careful examination of their affairs, we do
not hesitate to say, that generally their loans are made upon ample
security,

The stock of a large portion of these institutions is divided into
shares of §200 each, and is payable in instalments of §1 per share,
monthly,

These instalments, which are paid in monthly, are called stock,
and constitute the capital of the institution, and is loaned to share-
holders, if they wish to borrow it, at such rate of bonus as may be
agreed upon.

The loans are of two kinds, permanent and temporary.

The permanent loans are generally made for a benus of a given
per cent., taken for the whole time, or monthly, in advance.

The temporary loans are made for a limited time, A bonusin ad-
dition to the legal rate of interest for these loans is always paid in
advance, varying from one-fourth to two per cent. a month.

The number of these institutions is forty-eight.
The amount of stock paid in on the Istday of Jan-

nary, 1855, Was.....civieeeirnriensnie N 81,876,062 87
The amount of deposites was.....coovirvvnvieeinian, . 1,635,395 39
Total amount of stock and deposites.......... 3,511,458 26

Some of these institutions have been organized and conducted in
such a manner as not to carry into effect the true intent of the law
under which they were created. Some of them, it is believed, are
merely made use of to loan money at a greater than lawful rate of
interest.

In our opinion, some legislation is needed to prevent such abuses.
But the extent to which money has been invested in these institutions,
renders it necessary to use great caution in applying a remedy.

LIFE INSURANCE COMPANIES.

Life insurance companies are of two classes, viz: stock and mutual.
Stock companies are owned and managed by the stockholders, and
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the institution rests upon a fixed capital. Mutual companies are
owned and controlled by the policy-holders, and the capital grows
as the company increases, in the amount insured. There are now
doing business in this State, under charters granted by the legisla-
ture, six life insurance companies, agreeably to the provisions of
their several charters. A full statement of the condition of each
company, from returns made to us by the secretaries of each, is here-
to annexed. From these several statements, it appears that the
whole number of life policies issued and outstanding, is 15,597 ;
number of term policies, 4,741. Total number of policies outstand-
ing, 20,338. Total amount at risk thereon, $36,714,776. Total
assets, $3,447,346 60. The receipts, disbursements, liabilities, and
other matters connected with their management, will be best under-
stood by an inspection of these several statements. )
In presenting the reports of these several companies, the commis-
sioners wish to state, that while they are fully sensible of the great
benefits to be secured, in case of premature death, to the families of
the deceased, who might otherwise be left destitute, they are im-
pressed with the conviction, that cheapness is of far less importance
than stability and safety ; and admitting that the several companies
in this State are conducted, as we believe they are, by men of ability
and integrity, we hope the time will soon arrive when public senti-
ment will require the entire abandonment of the credit system, and a

strict adherence to the cash system, the only ¢rue principle on which

this department of business should be conducted.
All of which is respectfully submitted.
HartrorDp, Moy, 1855. ‘
SELAH STRONG, " Bank
D. C. PENDLETON -
JOHN GALLUP, QD,, Commassioners,,

H. Ex. Doc. 102—7
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