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L{({? R S JRCEN
' ' KENTUCKY.‘ S
: : I;’eporf of the Joint Committee én-’Banks—December, 1840

The joint committee on banks; in discharge of the duties intrusted to
them, visited in person the Bank of Kenteky, the Northern Bank' of
Kentucky, the branches of those institutions, located in the cities of Louis-
wille and Lexington, and also the Bank of Louisville ; they alss made out
and forwarded to these institulions written interrogatories, fequesting
answers thereto, both from the principal banks and brauches, verified by
the oath of the officers, in pursnauce of the laws now in force; they also
made out and forwarded written interrogatories to the Louisville Savings
Institution, the Louisville Gas & Water Cowpany, and the Mechanies’
Savings Instittion, in the cily of Louisville, and visited them in person..
They have received written responses to their interrogatories from- all,
properly verified, and now lay the same before the legislature. They
have carefully examined this mass of information, voluminous as it is, and
now beg leave to present 1o the legislature a brief synopsis of the same :

The aggregate amonnt of notes discounted by the three

banks that are hanks of issue - - - - $5,416,89L
The aggregate amount of bills of exchange that have been _ ,
~ discounted by the same - - - - - - 3,747,303
The aggregate amount of specie on hand by the same - 1,306,805
" The aggregate amount of notes in circnlation - - 4,453,559
Of this aggregate the Bank of Kentucky and branches have— :
Of notes discounted - - - - - 3,022,642
Of bills of exchange discounted - - - - 1,934 606 -
Of gold and silver on hand . -.- . - e - 539,901

Of notes in cirenlation - o '2,?53,440;

The Northern Bauk of Kentucky and branches have—. , . ' .. ..
Of notes discounted L. v e el e 1514204
Of bills of exchange disconnted -, - ') " ... . 1423808
Of gold and silver on hand el e 0. - s, 633449
Of notes in circulation - - ST - - 1,T95,u88

The Bank of Louisvillehas—, . ... . . .~ ., 77
Of notesdiscounted . - . - T o = el UB79955
Of bills of exchangediscounted. . -~ ."*- .. . "' ... 369,489
Of gold and silveron hand " - .~ - = - . 133455
Of notes in circulation” . -. ' .o - - et 405,061

* Your committee would state that a large portion of the biils of exchange
purchased by the banks are drawn upon ‘and payable in’ the sorithern
cities, to wit: in New Orleans, Charléston, Columbia, and Richiond]
and will mature within the next sixty and tinety days; and, unless great
and unexpected difficulties should arise to the promptliquidation of those
bills, or the successfui investment of their proceeds in eastern éxchange,
orin gold orsilver, the bauks will be possessed of the means to meet all their
liabilities, and to_redeem-their entire ¢irenlation, should such a cotirse be’
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deemed ofr public utility; or rendered necessary by the force of circum.
stances. These bills, the committee believe, are founded upon real trans.
actions, and represent actual exporiations, of the produce of ihe country
and are well secured by personal security resident in the State. ‘I'he
purchase of bills of exchange upon. favorable points 10 be converted juto

gold or silver, or eastern exchange, with which to replenish their vauls
or retre their circulation, while it is legitimately the business'of the

banks, tends to strengthen themselves and greatly advances the producing

Interest in the community, by enabling the citizen io export bis surplus
to. market; yet your commiitee cannot refrain from poiuting the legtsias
ture 1o the fact, that to the bill line niust the banks look for the mesns (0
redeem their circnlation, and reminding them that the tluctuntions of
trade, the reduction of prices, and other causes aver which the banks can
have no control, may very materially lessen their anticipated avaslable
means from this source. T n
;- They admit, that by a heavy reduction upon the discount lino the cire

- culation of the banks might be absorbed, unul specie payinents might bd

.~

maintained upon the amount of metal now in their vaults ; but this
cause, your committee are induced to believe, woukd result in much more
of evil than consequent good. [n evil, Lecause of the greal pressute it

¢ -

“would produce, and consequent depression of prices, not only in the re-

alty but also in the great staples of the conntry. In o copmensurate
good, because exchange upon those points where the balance of trade is
against us is but little above the nsual rates in ordinary times, and but
little above the cost of transporiation aud insurance upon the precious,
metals. 1t is at New Orleans; principally, we sell our surplus, and with her
the balance of trade isin our favor; and it is prineipally from Phijadelphia

We import many of the necessaries and most of thie luxaries of life, and

. with-her the balance of trade isagainst us. "The responses of the various

banks show us that with the former, exchange is in our favor from one 10
tWo per cent. ;" with the latter, exchange is azainst us from one and a haﬁ(
to two and a half per cent. :

;_'—Wlh_ilsg the committee would respecifuily suzgest that the legislaturn

r
+

) P s : ‘ - = :
should permit the banks to.rely upon their legitimate sources to repleish

their vaults and stretigthien their specie basis, they would at the sime titng,

Li1as b

emind‘them tlrat theré is no interest in the community thit would ba

s

tHereby unnecessarily burdened, or that would call apon them for tbe
adoption of measures that might produce any sudden pressure, and con-,

£equent reduction in value of the property of the country. .

",.-An examination of the monthly balancé sheels of the banks must con.

vinece every unprejudiced mind that they are solvent. and that their eirs
¢ulation is safe in the hands 6f the Holders, and that their siock would
fealize and be worth par to thé owner; were they'to be put in liquidation
imimediately, provided the views of the directory are correctas (o the L.erlJ
fraud.. On this subject the committee have nothing to report; more Wran
is‘contained in the circular of the Bank of Kentucky, dated, Octobet- 20;
1840, which is herewith reported to the legislature. "~ .2 - ra vooty

4

-1z But. your .commitiee . wonld; conceive that they had but partially per-:

formed the duties intrusted to their charge, were they lo stop after having:
inquired into.and ascertained jhe: situation of:1he babks; their solvency
and abilitly to meet their engagements: so much has relation to.the- banks:

‘themselves, and the stockholders.interested in their prosperitys: ... ..

LR BT K
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Theactjon that those banks have in the. community in which they,
are located, the manner in which the different pertions of the community
are aflected by them, the committee believe it to. be. their legitimate pro-

‘¢ vince to inquire; not as affecting the interests of the banks. themselves,

their solvency, or their prosperity, but as affecting the different interests, of
the community in which they are situated. ..

The committee have given their unqualified assent to the successful.
efforts the banks have made to convert their business paper into bills

L of exchange, payable at points abroad, where the surplus produce of . the,

State is sold, and where those points are favorable to the procurement of
eastern exchange or gold and silver, with which to replenish their vaults.;
To siich a direction of the business of the banks they will ever give
their cordial assent, so far as it may be necessary, to aid in the export of
our surplus, or to enable the banks to provide the meauns to redeem their
circulation ; yet they fully concur in the sentiment. expressed by a for-,
mer committee of this legislature,  that, as a general principle, the busi-
ness of the banks ought not to be forced into the bill line, and that any.
constraint on the part of those institutions to force the business of their,
customers into that channel would be an infraction of their charlers, and
violation of the duties they owe to the public.” (See journal of 1838-'39,
p. 822.) To force the business of the banks into the bilt line, payable
within the State, where no hope is entertained of procuring eastern exs
change or gold or silver, to strengthen the institutions, and where it does,
uot aid the producer or manufacturer in exporiing the surplus of the
country, is fraught with evil, in the minds of the cowmittee, greatly tg.
be deprecated. _ . Cv

The committee have seen, with any thing but an eye of favor, the large,
amounnt of those inland or domestic bills of exchange discounted by the
banks of Kentucrky,and payable in the city of Lonisville, amounting to,
nearly three hundred thousand dollars. They believe that. the advan.
tages derived by the bank consist solely in the discount which, is
taken off the bill when itis purchased ; thus enabling the bank to exact,
more than the legal interest for the loan or forbearance of the money. . -If
this be done to make money for the banks, and not merely to accommos

. date the discounter of such bills, then your.comimnittee deem this course of
- business illegitimate on the part of the directors of the banks ;. and if it be,

doue to force trade into any other than its natural. channel, thei .they
deem it still more unwarranted.. o S
.. The injustice of such a course, in thus. forcing the business .into, un-
natural channels, its oppressive. tetdency towards one portion of the com-
munity to the advancement of the interests.of another, were so clearly seeny
and so. forcibly expressed by the committee that had gone before us, thag
it was hoped the marked disapprobation of the legistature would have cor
rected the evil. , ., . oen s e L g - oo iy He

Connected with this subject. is one: other of great interest to the com-
mercial or trading. portion.of the.communily :. that the rates of exchange,
should be equal and uniform, throughout the State, that individuals des-,
tined to meet in.a foreign market in competition with the same descrip-,
tion of. produce should be. placed upon an equality, and. enabled, to com-,
pete fuirly, with each other;1s a proposition that will -be readily. assented:

to. by every one.. That it.-would be unequal and unjust that the citizens;
of one portion of the State should, be unable 10_anticipase the sale of; theix . -

~
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Produce at New Orleans, by drawing a bill upon the same, which the
priceipal bank will discount at one per cent., whilst the same instita.
tution at her branches at other points will charge two per'cent. for dis.
-gounting a similar bill, payable at the same time and at the same place, no
one will deny. "That it would give the citizen n=ar the principal bank
an advantage of one per cent. over the citizen living in the neighborhood
of the branches, is obvious to all. Your eommittee were infopmed that
such was the praciice, and made inquiries touching the fact, and the rez-
~ $ons for its existence, S
-” Your committee would refer the legislature to the answers of the mather
bank, of the Bank of Kentueky, and the answers of the branches, and
Would remark there is somewhat of discrepancy between the answers of
the parent bank aud branches ; and also somewhat of diserepaney between
the answer of the parent bank and her circular order of Decenber, 1539,
directed to the branches. '
=" By that circular the rates of exchange are expressly fixed for the gov-
ernment of the branches, and they are directed to purchase bills of ex.
change on New Orleans having one hundred and twenty daya 1o run, ot
two per cent.  That circular order remained in full force, not revoked or
altered, when the questions of the committee were answered.
:-The 1ables of the parent bank show that since the §st of February,
1840, she has been purchasing sinsilar bills in Lonisviile at one percent, dis.
count. 'That such a discrimination would aperate injuriously and oppress.
ively towards one portion of the commmnnity, sud would give to the citi.
Zens of Louisville, and to those who do their business with the mother
bhnk, an advantage of one per cent. over the customers of the branches, is
évident. Your commirtee cannol but believe that the parent bank has
unintentionally done this wrong, and she must have overlooked the order
given, and -failed 1o notify the branches of the change of rates, and that
“she witl hasten to repair the evil done; and, the importanee of having a
uniform avd equal rate of exchange throughout the institution berng
NoW set clearly before them, and its justness and importance having been
_dssented to ‘by them,’ that"théy -will régularly correspond with their
- bfancliés, and produce that uniformity. - J o
“HiCYgnr cotmhitiee would again’ call the attention of the legisiature tb an-
* 6ther portion’ of the management of those institutions, s connected with
" th&’general interests of the community. The commiltee believe they
canno: be mistaken in asserting that the geteral diffusion of the capitsl of
‘a'banlk, the equal ditribution of its ]oans_ to al! th(_e greut interests and to
thé’ business portion of the community, disséminating it in small loaus
miny, instead of permitling a-few 1o receivé the entire fasors of such an
histitution, at the sanie time advances the best interests of the banks and
“the’community in-which it is 1ocated.. > Whilst-it encourages and fostérs
‘fall the great branches of industry i‘n'rt}_u_e couniry, it, s.bou.lq extg‘ud_lhe
" helping hdnd to all; and all shotld be’thie recipients of its benefits] fo the
“éxtent it can be carried consistént with'the! safety and interest of the in-
“stittitions -Of the other hdnd; whén the capital i partially disseminated,
of Todinéd o but féw, it'eicourages monopoly, and placés‘it in the power
- of'the favored 10 paralyze and ultimately to Ei‘e;l[q).r:.l’[ilq_gfi:or‘l_? of the \vg:gk._
+The corimitié¢ars thé thore! stiengthened in the conyictioii'that thegf :_m;
‘righton this’ subject) seeing they are ‘supportéd-in’ the viéw they take o

" fitb§ the high authority of the Bank of Kentucky.'~ The'president;ion the

ave contending is fully recognised by the bank.

B i L g D e
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30th of July, 1839, in his letter to the president of the branch at Mays.
ville, thus speaks on this subject: “ Youn will reduce as speedily as pos-
sible all your accounts, without respect to persons; and we should deem
large all those which in the aggregate of any firm, the branch or branches

of that firm, and the accounts of the individuals, members of that firm, ex-

ceed ten or twelve thousand dollars.  Such accounts we should consider
high with our strongest merchants, and we have few that exceed it, You
had better loan twenty men twenty thousand dollars, than any two men
the same amount.”  (See journal 1839, *40—appendix, page 368.)

Thus the legislature will see that the principle for which the committee
If it is true in theory, it
must_be correct in practice. ‘L'he parent board, in thus setting forth a
principle of action to govern both herself and the branches, could not have
intended that it should have effect with the branches, and yet by the
parent board be disregarded. - -

The committee have to regret that the examination of the tables of the
banks (and more especially those of the parent bank of Kentucky) show
that a rule so wise and salutary in'its effects, so well understood and so
fully acknowledged, has not had its due weight in the direction of that
bank- " A briefrecurrence to the tables of the parent bank will illusirate
this fact. -

" In the table presented by the parent bank of Kentucky, in their report,
in answer to the second interrogatory connected with the table,in answer
to the third interrogatory of additional questions by the comniittee, the
fullowing state ot facts will be discovered : : -

In table o 24 iuter}ogamry, No. 4, debt due as the discounter

B

of notes” . . .- - L - §14,250
In table to 3d interrogatory, (additional questions,) No. 4, debt o
due by same person or firm as discounter, bills of exchange 36,291
e 50,548

In table to 2d interrogatory, No. 19, debt dué':a‘is the ’cl‘iséélltlter o
of notes+: -~ . . - 7. terenoweter 0o L 80 168
In table to 3d interrogatory, (additional questions,) No-19, debt:. - L
due by same person or ﬁrgn as discounter, bifls of exchange 48,719
e . 57,887

£y N ' fp—

Other instances might be added.. -~ iau- -

Thus it will be seen that the bank, whilst professing that the accounts
of individuals connected with those of the firm with which  they might
be associated; extended beyond ten or twelve thousand. dollars; ‘weuld be
considered ldrge, have perinitted dccounts, in" violation''af theéir theory.to
b swelled 1o the large sum of between fifty and sixty. thousand, dollars!
Let it be remembered, in connexion with these faets, (hat the” accounts
upon the bill line have been raised within the last ninety or one hunared
and twénty days. : -

Your committee do not intend to be understood as saying that these
debts are not all good and of undoubted credit: on the coniraryy they are
all safé and well secured to the bank. But they cannot help- reflecting
that the. bank -herself; in her circular to the. branches; has said-that- if :the

- f—— T
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debt was distributed amongst a greater number of individuals, there woulq

be less danger from fortuitous cirenmstances, and greater ability to pay.

- Another view of the situation of the parent bank of Kentucky will iflus.
. trdte the views of the committee :

'i‘he capital of the parent bank . . - .

His L P LT
- The aggregate amaonnt due by the president and directors,

and the firms with which they are cantected, uprn the

81,479,254

¥

s+ note and bill line under discount - - 158,949
- The aggregate amount due by fifiy of the

 largest debtors upon accommedalion and

& business paper, and as discounter of bills

5:0f exchange - - - - £58.333

Amount of deferred debt - S243,128

Amount of suspended-debt -.. 147 328

Amount due the city of Lonis-

o= Ville, deferred for thirty years 200,000

-t - 595,155

ST & l :'l‘l 2173

Lomment on these facts is unnecessary--the comnitee will make none.
in,connexion with this subject they will state, that when the responses
of the principal bank of the Bank of Kentucky were presenied to them,
they were struck with the magnijtude of the debt No. I, s the payer of
bills of exchange, and immediately requested of the committee on the
art of the bank, who were appointed to receive us, that the record and
procéedings of the bank by which that debt was created should be Iaid
before.us. This reqilest was refused by the committee of the bank. ‘The

. joitit commilttee inmediately reduced 16 writing the following request:

¢t The committee on banks respectfully request the president and direct.
ors- of the Bank of Kentucky to lay before the committee the record and
roceedings of. the president and diréctors in relation to.a debt due thé
. Baidtinstitation to the amount of 571,085 89, it being in the list of bulla of
R ‘ex'change No. F,:that hias been prgsél;]ted t(cl! télescommmee, that they may
elof the strength and safety of thé said debe. .- ..., - L
Jﬁd'ge f SEnE d .THOS. Y. PAYNE,

: Wae i Chairman Committee of the Senale.
T . W. C. MARSHALL,
o Chairman Comniltee House of Representatides:
B 'iil'ié:"':rit§é'}l Tequest the comumiittee of the legislature required st an.
. é‘*"e‘n’i‘ﬂﬂiﬁ‘itii}é:’ ‘and, it the'request of the’ committee of the bauk) gave
. them time 1o consult'the board of directory. . To this request the follow.

rh.i2ocon 2
- . [ -
;,?Li?!po ol o D0

* L ’ < Farg. .. LR TR )
10g response of the; board was feceived’ through the cash:;:_r of, the bank,
A2 I AT R TR HE Y Tt ) bt o7 3 - ,a[.s“.er l.

hich gt}e.,_qgmnn_tiu’a_z_e now lay. belore _t‘hexlegislan_lre with their answer 1o
Y LRI YR M I TLE
Kextucky, LoviaviLLe, . ¢ ¢
© e Becember 22, 1540,

iaking intd~ consideration

impiag Aol el iy fo
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panili i gur s el e T
" #ifTheiboard: was conivened for the purpose’ of

* the propriety of answering 2 quéstioni that had béen asked by the legisla: ‘
(%h%oil:uhigtrée:on‘. Banks; which' the' commitiee on’the part:of the bank
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declined answering, preferring to refer the quéstion to the board of direct.
ors for their decision ; and, after a discussion of the subject, the follow-
ing preamble aund resolution wvere adopted : '

" 'T'he president and directors of the Bank of Kentucky have seen with
regret the demand of the joint committee on banks, appointed by the
legislature of Kentucky, for the name of the house who are acceptors’ of
bills of exchange purchased by this bank, to the amount of 71,095 89,
being No. 1 in the bills of exchange table. The object declared is, that
the committee may judge of the strength and safery of that debt, which
would necessarily lead 10 the exhibiion of the riames of all the drawers
and eudorsers on the various bills which compose the aggregate sum,
The demand of the exhibition of one name includes the right to ask the
names of all the debtors to the bank, and the names of al the drawers
and endorsers on all the bills held by the bank, and the names of the en.
dorsers on all business notes discounted by the bank, and the surety on
all discounted notes and mortgages, and other collateral security held by
the bank; and also the right to report the naimes given to the legislature,
and the publication thereof. '
We do not consider the 20th section of the charter as giving the com.
mittee of the legislature the right to examine the private accounts of indi-
viduals with the banks, and to report the names to the legislature ; and
to make a precedent without entering our solemu protest,
which we hereby do, against the right of ‘the comnmiitee, nnder the char:
ter, and under the joint rule of the two houses of the legislature appoint.
ing the committee on banks, B A o
* An'essential part of the capital of the merchant is his credit, and that
credit Is sustained by his punctuality and the confidence the public places
in his ability and’ integrity. There are times when a suspicion of the
conduct of a mereantile house breathed in a community may be fatal to
its c¥edit, and prevent it from meeting its engagements. Acting on this

- principle, this bank does not disclose or publish the names, or the amount

owed-by itsdebtars, and wonld'tegret to see it done. This board ap.
proves'the course of the committee appointed by this bank’ to meet tha
commiitee ori"thie part of the legislature, in not giving the name’ as_de:
manded; and referring the:question‘to-the' board.” - A S
- This board &re in daily éxpectation of the receipt of information of the
payment of a large amotint of their acceptantes ; and,’as’ the house: is
without the State, and’ the acceptances have been discounted, By various
persons;  and are " well secured to this' bank, lest it might be inferred
thai-thie board aré afrdid to'give information=~" *"7
" Resolved, That the committee be informed that they may look ‘at ‘the

n they will

aétourit and the names of the'endorsers, uhder the expectation th
find fiothing in’that accourit to’ justify the 's.g'gpigions"ma:qifps,tte(ri;‘,
T “Extiact froin the Miinutgs’y Tt
PR ;. GEO. C.GWATHMEY, .

T

5 i

R SN A T S S L SR YA I P dy S L
Seawyn o0 oo Gar Housk, December 22, 1840. -

Yours of this instant was- just now. received, communicating to us the
preamble ‘and resolution’ of the presidént and: directors of the Bank of
Kentucky..: We begleave-to inform the president and directors that-we
have:called for.no xame.in: the request-which we made to-day in- writing;,
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We asked the president and directors to lay before us the record and pro-
ceedings in relation to the debt mentioned.. What name or pames may
appear ll}ere will be known to us when we see the record ; and whether
there exists any necessity to disclose any name, will depend on our sense
of duty to the general assembly—a matier in regard to which we are the
sole judges. We have the right to examiue the recards. O this subject
we make no argument with the bank, and caunot be induced to make
any. The statate is the law, and there it stands. We have meantioned
No suspicions, and would not lightly have any; aud we deem it entirely
gratuitous on the part of .the bank to suggest zny thing of “ suspicion.”
- Respectiully,

THOS. Y. PAYNE,
o Chairman Committee of the Senate.
= W. C. MARSHALL,
. Chairman Committee House of Hrpresentativer.
- Geo. C. GwaTHMEY, esq., Cashier, §ec. -

e

»

" Your committee woiild furtherreport, that, subsequentto the communi-
cation of the board of directors, they were waited upon by ihe president
pro tem. of the banlk, and the record of proceedings was fad before them
as, requested.

" 'They are now happy to commutnicate to the legistature that the debtor
above alluded to is the payer or acceptor of biils of exchzoge, resident of
the city of New Orleans, and to whom the produce of this country has
been shipped, and these bills drawn upon the faith of it. They have no
hesitation In saying that they believe the bills are wel] secured, by resi-
dent drawers and endorsers, in the event of protest and return.  Yet the
Eommittee caunot but regret that the priuciple so fully recognised by tho
bank,and so well understood, had net been here applied, aud that so large
a.proportion of the .acceptances of the bank should have been left 1o be
protected by the efforts of a single firn of partners in irade.

* This committes have been also drawn 10 the cousideration of another
portion of the imanagement of these.iustitutions, and the exicnsive pow-
érs. vested in the directory,of the parent boards, by a corresponidence be-
tween the parent boatd of the Bank of Kentucky and the branch at Mays.
yille, touching the order for removal of one hundred thousand dollars of
the capital of the branch at Maysville, which has been laid before them. .
* Your committee cannot but regard the powers vested in the parent
Poards, by thie charters of the bauks as one which is dengerous to the

prospérity and well-being ‘of all the other portions of the State, except

- that where the parent boards ate located, and which may be used and per-
ié_lj_;éd‘_,into an engine of oppression. In all those portions of the Statg
where the branches are placed, to give a few men the power, at any mo-
ment, ard without any warning, to direct the collection of & large amount
of capital, and order its rerhoval, und thereby bring distress and ruin upon
the community ‘thus affected, is a concenlration of power in the hands of
a few which may be used to the injury and destruction of the many,
coritrary.16' the genius”and!spirit of our instilutions, and no way neces-

" sury to the efficient and healthy action of the banks themselves. . <. -
¢, Your committee have examined: with diligence and care the immediate
case presented for.their.consideration ; they hiave carefully looked:into thie
reasons assigned by the parent board for the removal, aud have then turned

\
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to the remonstrance presented by the branch at-Maysville, and they have
come to the conclusion that in no light in which the subject can be
placed is the act of removal at all defensible. . ’

Can it be defended on the ground that the capital was not profitably
employed at Maysville? assigned as the reason, by the parent board, in the
order of removal. It canuot; for the branch at Maysville had beeti more
profitable than the entire bank collectively, or the parent bank herself, as
1s shown by her tables. Besides, the parent board afterwards entirely
disclaim the idea of profit being the reason of removal, Can it be defend-
ed on the ground that the capital was not well managed at Maysville?
The commitiee believe not.  The tables of the branch at Maysville show
that she has been prudently managed. She had made a fair and liberal
dividend to the stocitholders, and yet her business had not been too greatly -
extended, Her capital had been well diffused, in iisual accommodations,
throughout the exiensive country that is entirely dependant upon her for
the lusual facilities furnished by banks; and her business was active and
healthy. . ) L ‘ .

Was there more capital located at Maysville than the business of the
country required ? Or was there more located there than a just distribu-
tion of the capital of the bank entitled that portion of the couniry to re-
ain? The statistics furnished by-the branch at Maysville have convinced
the minds of this committee that, instead of an over-proporiion of capital
being allotted to that portion of the Stuite, they had not received their die
propottiott, to make them equal to the residue of northern. Keutiicky, by

.some. handred thousand dollars. . .

- Was it necessary to the safety of . the capital, that it sh(;ﬁ_l‘d;l';e_ I1'@.-moved

from Maysville, and located at Frankfort? This must be déterml__ne'd by
examining the reports of the two institutions. It is true that the capital

-at Frankfort was yielding to the. stockholders about thirteen - pér cent.

per annum, whilst that at Maysville was yielding not quite ten. But
that does not prove that the capital would be more safe.at Frankfort.
The capital of the branch at Frankfort was threc hundred, thousand dol-

lars. ..:Her cireulation was more than her capital, and amounted to three

hundred. and eighteen thousand dollars. 7T'he capital of the Maysville

: branch. was five hundred and fifty thousand dollars ; her circulation at the

same time was two huadred and sixty-eight thousand—not kalf the anount

of her capital. 'This does pot prove that the capital wonld bemore safe at

Frankfort. - o N o e
L examining this subject, and in seeking for the reasons, which had

influenced. the parent.board to remove this capital, the committee was

somewhat astonished at the claim made by the president of the parent .

;board, that the removal of the capital could beé justified on'the groufid that
-the branch at Frankfort furnished facilities to various counties, and among

these. enumerated the county of Shelby.. The cominittes woald be

slow in coming to a conclusion that the parent board, in, thus.doing an
-injury to one portion of the county in removing this.capital at a period of
the year when, the wants of.the community most requive, it,; when' the

season for the purchase of bills had just arrived, had intended delib-

-ierate.injustice to that community; but they do not concéive that the capi-
- talcould be withdrawn from.Maysville for the purpose of accommodating
- Shelby county, and- they think ‘the parent board was. mistaken.in such

.Yiew. of fairness and propriety. .o« sl e i D ol e

I
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“""Let us examine this claim. Shelby county les immediately adjoininz
“the county of Jefferson, 1n which the parent bank is located. ~ “The busi.
.mess of Skelby and her trade all centre in the city of Louisville. The
bank capital located in the city of Louisville amounts 1o the sum of
. 84,398,137. The bask capital located in the city of Mavsrille amounts
“to $55U,000, to supply the region of ewuntry dependant upon her.  Now,
s it just that the capital should be taken from Maysville and sent 1o Frank-
_fort, 10 relieve the mother bank from supplying the county of Shetby ?
. The tables show that the branch at Frauk{ort has lnaned onuly the incen-
“siderable amount of thirteen thousand dollars 10 the eonnty of Shelby,
-and the 1ables show that the mother bau:k has only furnished the som of
7:‘)$7,170 to the county of Sbelby._ And, further, it appears the more un-
, reasonable from the following circumstances: By the charter it was pro.
- vided that ot more than two-fifths of the banking eapital of the bapk
. should be employed at the parent bank i Lonisvifle.  ‘I'wo.fifihs of the
“whole amount of stock paid in amounts 10 &1 479,327, ‘Fhe ameunt re.
_tained by the bank is £1,498.437. .
"* " 'I’he committee have ther-fore come to the conclusion that thus eapital
“has been improperly removed, and should be restored to the branch at
: Maysville.
7 Your comimittee have thus, to the best of their ability, faithfuily dis-
—"c'harged their diity to the general assemblv.  ‘They have had a delicate
“yet important duty to perform. ‘The State has a deep interest in those
‘tnstitutions. They have become sa intitnar Iy connected with the leading
. interests of the country, that their prosperity is alimost identical.  In pro.
'portion to the interest the State has in them, in' that proportion should the
. representatives of the people guard them, and be carcful of any approaches
" calculated to undermiue their usefulness,  “Jhey have ot hesjated, when
they believed they discovered defects in the system, or in the management
“-6f those institutions, to point them ont, that the attention of the geoeral
" assembly may the better be enabled to supply or remedy the defects. They
" " have not been deterred from doing this by any apprehension of weakening
© the coufidence of the foreign stockholders, or inducing them to withdraw
“their capital.  On the contrary, they believe the strongest sssurance they
“could ofter them that their capital was safe, and that the investment wounld
ultimately result in profif to them, was, that the representatives of the
*'people, those appointed by the laws to guard and protect it, were with a
.Jealous eye watching over its management, and throwiug around it the
. shield and protection of the laws of the Commonwealth. .
ot "The committee would further report that they examined the situation
“of ‘the Gas Light and Water Company of Louisrille, the Louisville
“'Savings Institulion, and the Mechanics’ Savings Instiwtion of the city
“of Lonisville,and find they have been well managed within the fast year,
* and strictly within the provisions of therr charters. The Gas Light and
Water Company they consider one of the most valuable institutions in the
: “ﬂcountry, because of its agency in bringing into existence one pf_lhe most
S4plendid improvements that ornament our State.” None who Have looked
"Sipon’the emporium of the Commeéniwealth, brilliandy lighted as’though
“‘liy: magic, and reflect that it hils beér brotight into existence by this insti-
Ziition; can fail 1o acknowledge its'isefuiness and’ public utility:> The
Hfmitice cannot bat régret that the'other two institutions Had' 6t been
‘Jonnected with some improvement calculated to advanc:t_a_:the comforis'and
. /
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happiness of mankind, and the prosperity and greatness of the Commeon-
wealth, ) A o '

- All which is submitted. L e -

o . THOS.Y.PAYNE, -

... . Chairman Commillee of Senate. .

E e W. C. MARSHALL,
soee ool Chairman Committee Houge of, R-presentatives, .

H. G. HAYLERIGG, .-
.-, D,SHANKS,
Pt JOHN J. THOMASSON..

1
feer e 1 . s '

I except to so much of this report as is included between the words
“ your committee cannot but regard,” &ec., and the word « Maysville,”
where it occurs the last time; and [ object to some other matters which
I have not space to point out—principally in the deductions, unfavorable,
from facts, and "the feeling displayed.. I wish it_ to be-nnderstood that I
disapprove the removal of any part of the capital from Maysville, but I do
_not think so much harm can have been done by it as is complained of.
On the 1st day of Jannary, 1841, the aceommodations to the community
- at that branch were, s I 'am informed by the president of thé. pringipal
bank, larger than they were on the 1st day of January; 1840. .~ ' -
. . R : HENRY PIRTLE,; ~
... Of the Senate. .

R . e T
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Correspondence betwetn the president and dirégtors of ifak.;ﬁzrptf_ter_b}g?_i!»f,'qf
. the Bank of Kentucky and the branch at Meysville, toviching the're-
. movel of oue hundred thousand dollars of the capital of .the branch, at
city of Magseille, 0 T

N

. g T :'. S S, ‘[Regol'ﬁt_i'p'n"qf remo'\'a_I.]‘: . .- :

L i i, BARK, o KERTokY,,
o Xt .page;.a;copy,»of; a. resolution of, the-
- parent board, reducing the capital. of your branch, $100,000., ..., v 3
cundien e o cVeryirespectfully, . o 0 encntg el a0
- " GEO..C.. GWATHMEY . Cushier.,
BOBT, Tavion, Hsq.y Cashier, o oo vep g g

‘

HE I A e N S TUIL S S AL
AR Sir: I hand,,on.the.ne
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wl " Bavk or KeNTocky,
e v D 0 oo oo Louisville; Septeniber. 4, 1840.

At 2 meeting of the board of directors this. morning, the following reso-

2 e f T

© gt
N i

Iutioh was adopted :-

aen e TG
. -~ Whereas, in:the opinion.of thisboard; $50,000, of the: capital stock

allowed to the Maysville brauch can be more- profitably. used at the Dan-
.;ville; branch, -and: that;. from! the: business: of the ;:Maysviile branch, the-
amount of $50,000 can be transferred to the Frankfort branch by the 1st.
-of October next, and the amount of §50,000 be transferred: t¢ the Danville:

Jites
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“branch by the Ist'of January, 1841, without prejudice 1o the ctistomers
and the business of that section : Therefore, . =~ . - '
Regolved, That §100,000 of the capital allowed to the Maysville branch
be withdrawn, 'and thar §50,000 thereof be paid to the Frankfort branch
on or-before the 1st of October next, and 50,000 be paid to the Danviile
branch-on or- before the Ist of January, 1841, by the Maysville branch,
aridthat the capital of thé Frankfort branch and Danville branch be each
increased: §50,000; !+ 3: .-
- ‘Exgqci‘frgrgi' the minutes :
[N S DR A A 2R P

GEO. C. GWATHMEY.

L
Lo,

bt [Remonsrance of the Maysrille direciory.)

. " MAYSVIILE BRANCH 6F THE Bask or KexTrexy,
ob oy e A R : September 25, 1840,

= UL meeting of the board, the following remonstrance against the with-
;";_:{fé‘\fr:ai‘b{:qapi_tal_ from ‘this branch Was - unaniniously adopied, signed by
"th‘e"p"r‘é'sidem.an‘d"_dii'gctp_rs, and ordered to be transmitted 1o the Bank of

Kentucky.. " .; 5L .00 -

The difectors of the” Maysville branch of the Bank of Kentucky have
received, through their cashier, a preamble and resolution of the principal
board, directing this branch to transfer £50,000 of jts capital to the Frank-
fort branch on the st of October Higxt, and £50,000 of its capital to the

- Danville branch on the 1st of January, 1841 ; thereby reducing the capi-

“ial’of this branch. from $550,000 io_$450,000. )

2 This:direcioty having had thé\5abject under earnest and candid con-

“Sideration, Which dity to themiselves, the institution, and the community
they represent, all alike demanded, now exercise a right guarantied by
their position and its attendant responsibility, most respectfutly to remon-
strate againust this recent resolation, and to’ offer the reasons upon which
their opposition is based. Directing their attention, first, ta the subject of
the“'profits’ fealized“by this branch—as in courtesy they are constrained,

~3§Tnte that'is thie ‘sole'professed” grourid of the removal—this direciory ac-

“knowledge their ihability t5tdiscover a:fair and substantial cause for this
curtailment of capital. The books of thig institution exhibit the follow-
ing'statement of ‘nét/dividends : - o o
1835, Dec. 31.—O0n $271,000 capital, $10,190" 22-; equal to 3.26 per Cent.
(Of the above capital, $§20,000 was received 5th Sepiember, 25,000
.~ 2Bth September, and §25,000 14th Decembez.) _
1836, Jun 30.e?P;qﬁts on, same capital, $14,765 74; equal 10 3.44 per
e ‘n".t:'_.‘. A Fd:. ‘_:'.-’_."..L . - .
: -U*'alnég“efs1‘:-L*Pflsﬁt‘s“ari“-3450,000-_51,_29,000 of which was received
231 P18 Tolyy andegs0,000" Sthi*December-—=$16,327 47} equal 10

- "3.62 per cent. e T g R
lygarh J’{ir?e" 30?.’_"1?;oﬁfs‘ b f3500‘,0(|10 . g‘;bi:tal—;‘?:_’g(),(_)}jﬂl recel v‘rgd"‘:—\ pn}fl 0—
- Sit ‘20,1261 631 equal'te & percetits. S - ik s < T

a6 doTyee. 3 lizPr'cjﬁt'sf0';1*'$5,50§090‘3ap1tal‘—f—&EOO',QO?"‘l;e‘ége_ufe_cli; yl[h ‘-
Jal ni . gstr624 90019 2 équlito per cent, 7 © T s
s1§838 I gre 301 Profits ot $550{000 capitaly $24,109:-'655%éqisal i6*4 per
© eent '
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1838, Dec. 31.—Profits on $550,000 capital, $27,210 70; equal to-5 per-

- cent. . -
1539, June 30.—Profits on $550,000 capital, §$22,255 34; equal to 4 per.
cent. o ST o
Dec. 31.—Profits on $550,000 capital, $19,706.28; equal to'3} pér
cent. ‘ T ’

' 1840, June 30.—Profits'on §550,000 capial, $19,618 89 equal to 3 per

cent., . ;

Making a net average annual dividend upon her capital of 8.064 per cent.:
from the opening of the institution to the present time.- . .. . .- _
" By a comparison with the profits realized by the sister branches, it will
be found that the branches at Lexington, Frankiort, and’ Danville have
vielded larger profits than this bauk; wheteas the branches at Hopkins-
ville, Bowling Green; and' Greenshurg “have yieided smaller profits. The
average dividends.by the principal bank derived from. all the. branches
have been but 7.75 per cent. being 0.31 per cent. less than that contributed
by this branch. And this board cannot but regard this simple statemnent
as a decisive rebuke to the resolutions curtailing the capital of this branch..
Can the. position be maintained that in a country.where 6 per cent. is.
the profit on money, limited and sanctioned bylaw, a banking institution
is censurable for having only realized a dividend of something over. 8 per
cent. upon its capital ? Is jt true, as 1tis understood to be distinctly avowed
by the principal board, that profit; excessive and unrestricted, is the great:
and sole object of banks ? i Are institutions: which claim .to be of a popus;
lar character to be measured by-the strict standard of the amount of profits
wrung from' the community 7.+ If sich be the case, this.directory freely:
acknowledge . their-ignorance of: the trug faithy and -admit their errors: to:
have beex great: andi’ grievous: » They had, in their: simplicity, supposed:
that the:great principle of banking; which -is entitled-"to' rank as oneof.
the popular s ystems of-a republican government, and which -recommended.
1t 1o the fostering-care of a liberal'legislation, was, that-it:was a'system: of.
recipracal bentfies ;. that;whilst it sectred. to the- stockholders a steady-andf

reasonable profit upon theit invested capital;it at'the same-time: stimulated:

thefgengrgl:p;osperigs};of—the‘p'e_so'ple,’by relieving thetn ‘froni the.exactionsi
of:brokérs and shavers; and'by extending its'accommbdations to afl classes
of: men-and io-all-deépartments of indusiry. . ‘Phéy  had supposed’ that-the:
legislature, by enacting 6 per cerit.’as. the legal interest, and.by incorpora=
tng thatpravision.into every charterof. the bank; hdd clearly ascertained-a:
standard: whicly they. supposed would;in some degreeat least, repress: the-
nacural procelivity, both-of’ individuals:and corporations; to levy excessive:
profits, and: thus secure td: the: people- tlie: blessings of: capital; generally:
disseminated, upon reasonable téims. - They had imagined.that banks had
two great duties to perform:‘on€ to secire to'theirstockholders a reasofniable!
Interest ; the other, and: perhaps paramount duty; toimprove the condition!
of the communities in. whichi they were located, By‘exteriding the hetping:
hand of capital t2 indigent: but adventirous and: desefvirig-industry, and:
assisting, without unduae preferences ot-partiality; allithe various aud. pro-:
ductive enterprises. of agricultire, manifactures; and ‘commercé; and that!

this"assistance was 10' be rendered without unreasonable:and: heavy profitsy

without favoring one class or. calling to the'prejndice: of others; and: withs
out attempting to-force. the _b’usin‘ess'_of‘thg-"co‘u‘ntﬂy' into un'willingiand;

unusual channels; for the purpose' of seécuring to the Baks larger- profits.
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Eispecially did they regard this as a high incumbent duty of 'the Bank of
K‘g’gtucky{smce she s emphadeally a Stete institution, and guarantied
td consult the general interests of the people, by a subscription of stock
on the part of the Siate to the amount of £2,000,000.

“Guided by considerations and views such as these, this directory have
at all times endeavored. 10 extend accommndations with discrimination
and care, and- in equal proportions, to all the different interests of this
community, and to a certain, and, as they considered, proper degree, re-
gardless of the difference of profit arising from the several classes of ac-
commodation. They are well aware of the fact, that the purchase of bills
of exchange was by far the most profitable investnient for the bank; vet
they believed that this particular description of business might readily be
carried to' an undue extent. They saw that it was seductive in its char-
acter, and that banks were, therefore, too prone to force their eustotmers o
offer bills of exchange in lieu of accommodation paper, and thus revelu-
tionize the natural course of business, for the purpose of accomphishing
larger profits for the bauks. This certainly was a danger to be guarded
against. They saw, or thought they saw, that the purchase of bills of
exchange, when carried too far, was apt 10 eniail upon the community the
evils of a:fluctuating amount of circulation, expanding to an undne ex-
tent during the bill season, and contracting during the rensainder of the
vear.. - This directory regard it as the 1rue policy of the bank 1o preserve
its-circulation steady and uniforn, within i1s control at all 1imes, and ad-
justed to the wants of the commuunity around it ; that it should make its
accormnodation line approximate the amount of its- capital, and consider,
that as the chief mediam through which all the interests of the country
could be reached, and in their due proportion accommodated, with the ex-
ception of that 1nterest by which bills of exchange were furnished. They
fegarded. bills of exchange as the proper means by which to accommodate.
the’exporting, and in saune degree the importing interests, and especizily.
3s:a_source whence the bank might arm herself in case. of emergency ;.
but they. have never looked to this branch of business with the peculiar.
dnd; single desire of realizing excessive profits.: And hence, no doub,it:
has happened that this branch has not exhibited so flatiering.a column of
profits: as: the branchbs at Lexington, Fravkfort, and Danville.. - Anotber,

“redson, which may be well urged, is, that those branches are located inan.

extensive manufacturing and droving section of the State ; that-those in-
terests: preponderate there, and constitute the class whence bills. of ex-
change;are principally derived. But;the fact that. one section contains
customers more profitable, to the bank than anothér, cannot_be considered:
as!a:fair- reason- why they should.-be accommodated. to a greater extent.
The true principle is_to accommodate all the branches of business equal-
Iy, which are.equally extensive and equally imnporiant to the country.
Henée:it-is:believed that.the course of policy pursued by, this bank, whilst:
it has-secured to the bank the liberal profit of over. 8 per cent., has accom-
“rhodated. a larger.extent of country.and populaton more thoroughly .and
impartially; and.-to a greater degree, than any other branch,and at the same:
time kept its-cireulation comparatively constant,and within perfecily safe
and:controllable limits. . It is a fact,exhilited by the books of the different
branch'ési-,-,_,thgat,on,Lhe_;BO_Lh‘of‘_’Seplember; immedm_mly preceding the sus-
- pension:; 0f; 1839, the Danville branch, with a eapital of $150,000, had a
ciﬁqulhEion_of_SLQS,OU_O; the Frankfort branch, with a capital of 300,060,

~ one in Richmond, of $150,000; and one in Danville. of F-E’al-'m,“[‘[l‘l
i
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had. a circulation of $307,170; the principal- bank, with a ¢, \\§
$1,480,000, had a circulation of $674,696—nnt mentioning theiy W,

ites and other liabilities; whereas this branch, with a capital of RN
had a circulation of $114,335 only ! And this directory think they 1, \\\
but lirtde in the assertion, that, although one of the most exposc §, \\
in Kentucky, had suspension not taken place, this branch woulll |
probability, have been the only one of the branches of the Bauk . \\,\
tucky that would have been enabled to persevere and weather the . ™Y
And they cunnot forbear giving it as their honest opinion, derived iy, \
small degree from experience, that had this simple and nnambition:, , \
been pursued generally throughout the country; had banks kuyq
circulation within healthy limits, such as the threatening characi |
times should have advised ; had they been, too, solicitous of 1,
service and accommodation to the community, rather than of .y, \"
exressive profits to themselves ; had they valued their credit and =y
more, and their undue gains less, the {rightful scenes of financin \-\\_:

rassment which have for the last three years disgraced this counuy \\
at least in a very important degree, have been prevented. This iy, \
think, that instead of being censured—for so they view this avy
moval—they have just reason for pride and congratnlation, that, (1), Y
out the late trying seasons of derangement and disaster in the iy, “
world, this branch has ever been in a situation that might well |, v,
garded, hy some of her netghbors, as most desirably safe, sound, g\
vent. Her cirenlation has never been excessive—always modera(.
- liabilities within her control; her resources ample, and her businwe.
itable. - ' Voo

Lot

In viewing the locality of the different banking institutions of 1l |
this directory have been struck with the incquality in the distribuy,
capital, and have seen, too, another very forcible reasen why this 1”“‘\ .
is unjust and unwise. In the city of Lexington, and the conniry i, }y \\\
forty miles of it, to which section It is now proposed to remove :n";n'“}‘ \
of the capital of this branch, there are, at the present time, six ‘h"i\\\\
baiiking institutions—two in Lexington, with a capital of Sil.,‘.«lll\ .

i
one-in Paris, with a capital of $475,000; one in Frankfort, of §}j L
tal_—constituting, in the aggregate, a bank capital of'%3,009,770. |\
tailed but brief investigation of the comparative population and w, | A
the two sections of country will demonstrate the propriety of ihy ‘\ \
ions of this directory. The region immediately and properly d"l*l'-“. \ N
on this branch, comprising seven principal counties, according 10 4 " \-\
valuation, possesses property to the amount of $23,820,970, iy, \\
423,820 97 of revenue. Had the property of this region been vi|) | v\
propottion to the valuation. placed on property in the central regjay i'l
result would have been much more {avorable to this section’of [‘
for.lands in Bourbon, Fayette, Clark, &c., are valued at from &84, k \
per acre, whilst those in Mason, Fleming, &c., are rated av fron i
%50 per acre ; when it is notorions that those in the latier counyy
fully as fertile and ‘productive. as those of the former. Bat, tahij, 5]
present valuation as the true standard, and assuming the prineipg, |
bank capital cught to be distributed in proportion to wealth and ey '“ \1
this. branch would-be fairly entitled fo, §711,000 capital, to place f, !l_h‘

iifi|

“

an equality with the present condition of the banks in the central z'ff f
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and, to entitle the banks there to the capital they now harve, taking the
proportion between the present capital of this bank and the wealth ang
revenue of its dependant territory, as the standard, the wealih of that re.
glon would have 10 be increased to $130.360,000, and the revenne she
C ve b But we are not entirely prepared to ad.
mit the principle that the amount of banking capital atlorted 10 2 commu-
nity should be equal in proportion to the ampunt of its wealth; for credit
18 2 system by which capital is intended to be united to /abor.  Pogula-
tioh, therefore, wounld afford a fairer criterion. . Taking, therefore, the
number of voters in each section as the test of populating, and the result
shows a still greater disparity of favors. The voters of thic section amonnt
10 10,450 ; those of the central seciion to 23996, If our 1045 voters
had their due proportion of. capital, according to the ratio in the central
section, this branch would be entitled 10 g capital of 21,310,0007 instead

of $559,000; and, taking the proportion between the capital of thiv bank -

and the number of voters here as the standard, the central section. in or.
der to entitle herself to the capital she at present wields, wonld hsre 1o
. increase her votes from 23,996 10 ST.1901  And yet, in the fare of statis.
tics such as these, it is proposed to reduce the already dispropartinuately
small capital-of this branch, and 10 fnerener the already overgmwn capl-
tal of the central banks, by $100,000! Surely,a prudent policy and even-
handed justice alike forbid an act so partial in its character, se uniir, and
s0' tinequal in its operation. Although at all times prepared 1o acquiesce
in’the superior authority of the principal board, vet this directory claim
i’ behalf of the community they represent, and for whose nterest- they
feel themselves to a greal extent res nsible, the right of exercising o
spund discretion to modify the rigor-®f any general rule established by
the principal board, in its application to the cusiwoners of this branch.
Discretion and responsibiliiy must ever co-exist; and in this view of the
- many responsibilities they certainly incur, both 10 the stoekholders and to
the community, they claim this privilege as aright.  Justice to all parties
* imperatively demands its assumption and exercise; and so fong as they il
the stations they now do, they will never consent 1o surrender it. o the-
calm and sober exercise of this right, this directory most respectfully_but
firmly dissent from the opinion expressed in the resolution of the prinei-
pal' board; that the amount of $106,000 can be removed: at the perinds
spécified; without prejndice to this and the dependant communities. On
the contrary, they know and affirm that the result will be grealy preju-
diciil and oppressive. It will occur at a miost unfavorable and wuforu-
nate period. " The effect will be 1o strip this brauch of her résonrces at
the'Yery time ‘when she should have the full contrnl of all her avoilable
energies, for the purpose of purchasing the bitls of the drovers, and of the
manufacturing and producing shippers of the exports of the country,:
which are always offered at this and the approaching season of the year.-
She' will thus be disabled froi’ accommodating her imparting customers:
“with their usual amount of eastern exchange, and she will'be irrelriesa-.
b"ly'_crippled in her efforts to prepare ,f,‘?r. an’early resumption pfsgpc;e pays
nfen in the'spring:  The commimity will go unaccommodated,’and the
Ldnt: be left to the mercy of accident and the times. s -
*So far as the conduct of this directory towards the principal board may-
Hé_’"sﬁp';ios:éd'io_haqb éntéred in: a§ ofle of the causes of 'this act of rémo-
val; this directory feel that they have been‘actuated by proper and becom-
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ing motives,iand -that they. have duly observed the.relations subsisting

between’ them-by. virtue of their appointment under the charter ; and, as

far as circumstances permitted,.they have pursued the general policy dic-.
tated by the"prinicipal board: -/ Agreeably to instructions received during
the.past year, they. have given al] their new accommodations-upon maty-.

Tity paper; at the same time giving a preference to bills of: exchange and.

business paper tovan extent warranied by the condition and wants of the.

community; and invariably pn¥chasing biils' well secured, and which were
based ‘on real‘and:legitimate transaciions:~ ‘They refer to their exhibit of-

Iast year, showing a curtailment of their line of discounts and an increase.

of their list of bilis.'” Any changa in banking; o' be safe. and sucecessful,

must be gradual ; the: business.'and. business -habits of the commnniry:
reqnire time to-become adapted - to -their new: condition, and especially in;
times of financial and. pervading. pressure, when. accmmnmodation paper:
has to be converted to a certain extent into bills of exchange; and renewal:

Puper into maturity paper. C T -

- The- present comparative amounts of accommodation' and - exchange’
lines—bills, $125,855, and disconms, $512,0140—show conclusively that
this change; though cautious. and gradual, has. been progressive at’ this:
branch since the receipt of the order requiring it; though, as before ap-:
gued, there is and must of necessity be a'proper limit to the bill businéss,
dependant on the character of the business transacted by the community,
and the amount of" bills offered, coupled with the duty of providing east-:
ern exchange'to accommodate the importing class, and to meet any prob::
able emergency." . 7 . . .. : Lee =

“This directory, then—believing that the principle of profit alone cannot’
be persisted in as the only criterion By which to apportion the amount of.
capial to different sections of country ; believing that'such- a' principle:
is-entirely " inconsistent: with the genius of our free’ institutions, and, if"
persisted in,would be greatly detrimental to the best interests of Ken-
tucky; believiny that the institution has at all times been conducted with
economy, security;. and -advantage ;- that the wealth; and especially. the
population and labor of this community, require a capital’ at least as exten--
sive as that at present possessed ; ‘and that the cotiduct of this-board- has:
at all timés: been. proper'and becoming to the ‘principal: board, furnishing:
no cause of j'ust'cémplaint'—respectfully submit and subséribe. this their.
remenstranégiagainst. the proposed removal of capital, in the:well-gron nded:

hope that'the obroxious resolution will be promptly rescinded. - . .. <. .
I TR N Y M: JANUARY, President. '

- JOHN CHAMBERS,. T

-0 JAMES -ARTUS,: « -

L W, HODGE;.:: . . R
R.-COLLINS 1 vuin-t . .
w9l BUMElLVAIN, - o

.- HENRY WALLER,;..=

JUHN-M: DUKE: . ... .

[ S voolt Tl 0
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Vi *-iens % [President MeKnight's Jester of October 3d.] .z " e
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Baxg orF Kenrucky, October 3, 1540,
- DEA S1R: < The'remotistrance .of. the ‘difectors of ~your: branch. agaitist
the transferring a porton of the capital to Frankfort and Danville was

i

4
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duly received, and will have the deliberate consideration of this board as
soon as we can get a general attendance of the directors; at this time, so
many are absent as to afford a bare quoerym., ce ‘

.Itis to be regretted that the spirit and policy of ‘this measure appear to
‘have been so much misapprehended by your board. ‘The remonsirance
assumes the ground that the transfer-is a direct vote of censore on the

1 management of the branch, and that the object is for the procucement of
exorbitant profits ; and, from- these erroneous premises, conclusions.are
g_;a“:]n very different from_ the feelings and opinjons entertained by this

ar . - . cot. N . . -
.'1n the original distribution of capital to the several bronches, it could.
not have been anticipated that such accuracy in amount at any given
place was ascertained as to aflix unalterably the capital that must thers.
remain until the close of the charter; and this board conceived that the.
transfer required could be made without any material disadrantage 1o the
business of your branch. The large portion of the debt on your discount
line which appeared to remain dormant, at the same amount, 1o indiridnals,

Woodford, Anderson, Shelby. Henry, Gallatin, Carroll, Owen, Scott, &e. ;-
and the Danville branch- has an extensive range of counties extending to
the mountains and Tennessee line; showing that the business of those.
branches has but a limited connexion with the central region within forty
miles of Lexington. e R

I have the honor to be, very respectfully, your obedient servant, .

- B VIRGIL McKNIGHT, President.

A M. Janvary, Esq.; Presfderzt. T T

{Extract from President McKnight's fetter of 6th of October.]-

for ot

R Banx oF KENTUCKY, October. 6, 1840..
Dear-Sir: In my letter of the  3d instant please correct-an error, in:
saying ‘the aggregate of capital at. Frankfort and Danville, when the:

transfer is completed, will be only $30,000 more.” 1 intended to say-

PR
—

S

without reduction or calls, afforded strong evidence of the want of dernand €7 8wopuo. - . o .
for, capital in the active business for which bauks are mainly beneficial, i ¥ ® * ® o * o
either to stockholders or borrowers. i - Very respectfully, your obedient servant, .. . . - ... - - .-.:
.- We had supposed a moderate call on every debtor wouid enable yon 1o g : -+ ... . :VIRGIL McKNIGHT, President. - .

T

B it
; WMM‘. o

trausfer this much of the capital, without impairing the ability of the
branch to meet the demands of ihe various branches of commerce and:
. industry, which can, with advantage, receive aid from banking facilities,
which should not be restricted to any class, Lut extended o the greatest
number, comprehending all who are engaged in the production or ex-
change of commodites; but it is ually iinporiant for the iuterest 6f
lender and borrower to avoid, as much as possible, perivanent loaps,

A. M: Jaxvary, Esq., President.’

T

Gl

r
4
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a5 T [President January's Jetter.] o IR
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MavsviLLe Brancu Bank or KenTucky,

B R - N
The other extreme, of drawing bills of exchabge or business notes, that, i E e IRt TR S .Y Ocrober 13, 1840, -7
does not atiach to the exports of the couutry or the exchange of the pro- { Dear Sir: Yours of the 3d and 6th instant came duly to hand. * We.
duets of s industry, is liable o still more abuse and objection; but- A will give you in a few days, with our quarterly summary, the additional
when such paper is the result of fair and legilimate business, (in the :‘hb" U4 tems requested. We consider them’ important, and are ’glad you ‘called
sence of wild specnlation,) the banks confer the greatest benefit on the; ER N - ; 2 S P
largest class byphaving th:a) means at the mosk cou%euiem place 1o atford . { 3-% for tlhem. ‘Tiqe freahs_ons asSIﬁnedg} VOE;S of t}ée gth fq:ilrerpov;lr;g $1 “0’00%
the necessary facilifies; and if the profit received is greater, it arises from- (17 of the caplal of this branch to Frankfort and Danville, in the opinicn of.
‘the frequent reinvesti'n,g' of funds, and is the result ol busiuess in which. 38 the board, alie not well ’fgunged.- We bd'{:ve.’ furtheyr, lY(t’l“P' t;loard -aire
‘the producer and exporter alike participate; and the funds thus procured- 3 totally n;:_sta en as ;_elgéar § -t.ke Commeme,h-.usl.ﬂiﬁsﬁ wealt, an A%gp_u’a%
: ! A S ! 1 .
abroad, in turn, are used by the importer, and cheapen what he turnishes, (47 ton of t l;\sqectlnqllo Jentucky, to SbHYI?_O‘L tug o ltfe cio_mmer:je, g";l)
th ’. ’f:the exchanges are made on better terms by the banks 74 the city of Maysville, in estimating, banking rcapital for this section of the
o Constimer, 1 e exchanges ar ;4.4 State. ~ Our remonstrance, however; sent you two or three weeks since,
s sets forth so fully the whole matter, I conceive it useless to urge any

than they could be made by individuals. .
Your remonstrance ’affords ‘evidence in the case of our southern l
branches, which have not yielded so large a profit as yours, that we are
not trapsferring the capital from the branches least productive ; and, os
course, the “sule object”. was not © excessive aud unrestricted profis’
But in using the term- profitadle we comprehended the general interest of
- the Commonwealih, as @ stockholder, in common with the private stock-
holders, and the trade of the citizens of the State a: large, locating the
capiral where public convenience indicates the most healthy and active-
demand. The two branches to which the transfer is required wiil, when
it is completed, only have united a capital of fifty thousaud dollars more

further reason at présent o' regard to it.” You uige that the'capital of this
branch is inactive and dormant. =~ Some time since, it was so, to some ex-
tent, but at the present time’we believe it is not so. Since the middle-of
June'last all néw discounts are maturity paper. Our whole discouut line
is‘about §513,0007 of that, mofe than' $130,000 is’ maturity ‘paper.© The
calls, or what is termed the dormant debt, and “payable in the next thirty:
days, amcuiit to upwards of $20,000 ;- thus reducing the*dormant debt to
about $360,000.” Our ‘calls will’ be continued in the 'same ratio; so that’
we 'shall‘very soon’ teach’ a period when the cépftal':willl;-tie active; be-
ligving) with Yoaiself; that to be the correct principle npon which- banking?

.h.‘_w_m.ﬂ,
i
.

‘than is left at your place.”” <1< .. - ] i institutions should: be ‘conducted. to insurs a healthy state of things. 15

Y F ff ilities to  the counties of Franklin Insfitutlons shou € conanucted, nsu althy state gs,
+The branch at xtgn“kfort 2 Oi.‘d.s Socilities 0 e B eiTiainrial ; any community where banks are located, in regard to money matters, and
2LV o ! Clelmeiduar e ook rnibhion 7D 2w Loegnd 8 TANTLsTiod L . .
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to increase the facilities and- business of such community. Our lasg
weekly returns sent you show you clearly, we think, that our capital is
Mot altogether inactive, yielding a ptofit for the quarier ending 1st October
. tully ten- per, cent. per. aunum.  Onr bills. of exchange are now near
$200,000; and, only for the loss of ihe $50,000 you have 1aken from us
- and sent to Fraukfort, they would, in thirty days from this time, have
been §300,000.; Our stock drovers and shippers of produce are not half
supplied with the means of taking it to market. and, from assurances we
gave them early in the season, they had a right 1o expect it; but, from
our crippled condition, we cannot furnish (o the ex-ent of their wan s
consequently they will have 10 go elsewhere 1o seek it, as our malynty
paper will not place us in funds to any extent, umil the drovers wil have
- gone south with their stock. You have assigned to the Frankfort branch
- the- counties of Woodford, Scott, Shelby, Herry, Carroll, &e.  Now this
' We coneeive 10 be nnfair; the two counties first named sre rather nearer
¢ the:Lexington branch, that has a capital of SE50,000, (1o say nothing of
the Northern Bank of Kentucky, with her large capital.) which ought 10
- furnish those counties, to a very cousiderable exient. what they reguire.
Shelby and Henry join Jefferson, and are near the city of Louisviile, where
- are located a number of banking institutions, whose capitzl, in the azyre.
gate, approximates to near four millious of dollars. Carrall is also mearer
- Louisville than Frankfort. Surely, Louisville should furnish Shelby,
“ Henry,and Carroll. The business of thase counties concentrates alinost
exclusively at Louisville, for the sale and shipment of their produce. and
where you have nearly one-half of the entire banking eapital of the State.
~'We' therefore hope our parent board will reconsider the whnle matter,
‘and that they will not refrain froui' interrupting the %3000 ordered 1o
. Danville, but return to this branch that already aken from us and sent to
":Frankfort. : If Franfort and Danville require more capitgl, we believe, in
‘justice 1o, this section of the. State, it should be furnished them from
.points where they have already too great a portion of the capisal of the
- banks of, Kentucky. Our board-ask at the hands of the parent board, in
- behalf of the city of Muysville and this section-of the State of Keatueky;
ijustice alone.:. | .. . AT .
gy i-With much respect, your obedient servant, . S n
Y i A. M. JANUARY, President. .
NIGHT, Esq., President. - .. :
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S IRl .. Bank oF KENTUCKY, T
S L Louisville, Oclober 27, 1840,
=0t pupenadls oo ppas g e USRI M ' . L L
tHeAt a meeting of the,board of directors this moruing, the: bllowing;
© <rgport, with the accompanying resolulions, were tead and adopted:

P o;Fhe commitige.on the. branches, to whom was referred the remonstrance
- of; ihe;‘.dh_‘e‘(_:_lqtg_._sgfrht_}j‘e_!&Ia}ys‘v_ivl_l_g:‘brauch;—_ag?.ms: the’ resolution of this
. heard of the.dih day;of Septe:pbgr,;lgs_;,iorc}leqng-a removal of one, htm-.
i dred;thousand. dollars of the;capital.of, said branch, to, Frankfort and Dan-
g'ﬁ!lg,j_having. had-the remoustrance, as well as A..M. January’s (president)
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letter of the- 13th of October instant, under consideration, beg leave to
submit the following report: o e ‘
“Your comimittee having examined carefully the statistice] facts and
arguments contained in said remonstrance, have no hesitation in saying
that much the largest ‘portion: thereof is ‘irrelevarit to the subject-matter
under consideration.... They will, however, briefly notice such portion of
said remonstrance as has a direct bearing on the subject; and, first, your
comunittee will not underiake to discuss the question made by the direct-
ors of the' Maysville branch, whether the interest of. the community, or
of the stockholders, should be “paramount” considerations in deterinin.
ing the action. of the president and directors of the Bank of Kentucky, in
reference to the distribution of the capital of the institution : the committee
consider the interests of the two as identical. -~ . '
The bank, acting in her legitimate sphere, can never be. prosperous
unless the community in which it is located is equally so; as it is by

-fostering business calculated- to_benefit the coramunity that a bank can

prosper anywhere, provided - she continues to act within” her legitimate
sphere: . The. mere lending of money, without reforénce to the uses to
which it is applied, as often does injury as good to the borrowers or to thie
community ; and whilst it is conceded by your commitiee that loaning
money is a part’ of the business of a bank, they are equally convinced
that the loan: should be temporary in fact, not nominally so, for a specific
purpose, and required to be paid when it has met the exigency for' which
it was. loaned!i” Your committee -will even go further, and state it as
their conviction that $1,000 will benefit each of three persous, in the
course of twelve months, as much as it would benefit any one of them
for the.whole period if retained by that one; and it is obvious that the
community would be greatly the gainer by the former course. Your
commitlee cannot t0o strongly deprecate the prevalent idea that the money
of a barikshould become incorporated with the capital of the merchant,
manufacurer, or business man of any description ; and_however much

. such a'coursé of ‘banking might be deprecated by. your eomnittee; suill it
“would-be much: more to beregretted that the Jmoney of the bank should
~be loaned for” yéars'to the sane individual

10.be invedsed in réal estlts
net f . ssumed “as cpriect by the ‘bank, -
the consequence is to fostér ‘consumption in” a greater degree than' to. aid

for 'whenever either of thesé pract

ices'is

‘the prodiictive agencies of “the country. ,The prirchase of bills éf;‘ék-
chunge, parhcularly on Néw' Orleans, .or"ather sotthern cities, where’ it
facilitates” the ‘removal of

ates’ t I"of the ‘surplis’ products’ of the™ éountry,” rarely
diminishes*the profits’ of ‘the shippet! who pays his bills in the $aine
market in which his produce’is' sold, with the funds which are generally
subject to a’discount at the point of shipment, whilg. the’ bank: procures
in return for, the bills the funds required by the merchant to “meet his
eastern debt; so that whils the ‘community- is' berefited b the use of the
money, the bank reaps the benefit of the exchange witholit injury or [oss.
to the seller of the bill: Wa' fresume it will fiot be seriously contended,
at_this day, that the gain of one, person, either corparate’ or " natiral,

[ dh-Siuead P

_nécessarily implies a loss on the part of another. - Your committee would
suggest that their experience has

est that their e nee, has proved the convicti 'n_upon, theirbinds,
that the best-"evidence'of the necessity of capital, at 2 given poirit,is_the
activity of its employment; and that theé ‘surest weand of making the
capital at the Maysville branch active, is to reduce the amount to asum -
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-+ which can be actively employed ; or, in other words, so invested as to be
reconverted in the shortest time. Your commiltee move the followiny
iresolutions, embracing such fucts as they dvemed calculated 'to correct the
-misappreheusions of the Maysville branch directory. in reference 1o the
~motives which have actuated this board in the adoption of the resolution
; of the'dth day of -September, aforesaid, and to which the remonstrance
1and levter refer, - yuin, o5y, ca o0 . L :
‘1. 1. Resolved, That this board were governed, in their late action in re{-
zerence to the.removal of a_jart of the capital of the Maysville branch
- o the branches at - Frankfort and Danville, by the imerests of the cam.
- yunity:and of the stockholders ; not having been sufficiently seqaainted
~With the wauts of 1he different sectinus of the State, at thie nme of ap.
_ portioning the capital allotied 10 the hranches by the charter, 10 judge of
= the relative proporiion which each branch would require.
v+ 2. Resolved, That, as in the opinion of the Maysviile direciory the re.
smoval of the remaining 50,000 1o the Danville brauch, at the time spe.
wcified by the resolution of this board of ——. , would of might prodoce
¢8ome; inconveuience to the debtors of the Maysville branch, they be
. allowed the turther time, until the 1st day of July, 1841, o comply with
= Said resolution of removal.
£ - 3. Hesolved, That in the removal of the capital from Maysville (o
: Frankfort and Danville, this board intended no ceusure on 1he Mayaviile

\

s.directory.
a - : GEO. C. GWATBMEY, Cuskier.
oz
ik " [Extracis from leiter of William B. Phillips )
Wb , o ’ .
A A “ Buaxk or Kentucgy,
e e . ' _Deccna_b!.-r I, 1840

.,»ra;rffD}ﬁififi‘ Sir ¢ The, quarterly return of your branch, due on the Ist of
HOCtober last, was réceived on the 23 h.ult, and was immediately placed
8 in the fidnds of the'standing commiitee of the branches,.who made their
¢ T6port to'the board this“morning, an extract of .which I give you below,”
: H:i & Ydir'commiliée havitig exawined the returns of the branches, con.
_ ,‘tgrgiii_ili'g lists of their debtors, have thaught proper to report that there are
Sl 'many accounts at’ the Maysville branch that are much the same in

’ fla'i’ri_éiiint'a_s'_ they 'were twelve months ago, the debts haring beeu, as your

- Scomnjittee Supposé, renewed from time 1o time without  call, coutrary to

B

the expressed wishes of this board, 'The aunexed are some of them. -

- U fonn Andress, January 1,1840, payer, 511,000 July , $11,600; Sep-

" Ztember 30; S11452) L - -
- -i’f: f.‘B‘;_is'"!e'S_?&; ‘Ct;tiii_rn',’ January 1, 1840, payer, 32,000 ; Juls. 1, $2,000 ; Sep-
- Sfember 30,'82,000, 7 R S e
.,.".3-50::"1, ‘A. Caran, January I, 1840, payer, $5,850 ; July 1, $5,850 ; Septem-
B30, 85750 ~

’.cf?"{*c_f Davis Carpénter, Ianuaryl s 1 840; payer, $1,900; J n]yl , 8l ,500 ;-Sep-

.

A

SR T ] . L
e tember 30781800, - LT Ce e Cooe
{giw @R Collins & J. M, Morlon,’ Januiary, 1, 1810; payer, §1,300} Jaly 1,
g $18005 September 0, 518000, 117 LD G
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“'to that subject. :
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“ Lee, Rees, & Dobyns; this account; collectively, has been reduced
about $290 in twelve months. : Coe
“W. 8. Pechet, January 1, 1840, payer, $5,370; July 1, 85,070 ;" Sep-

tember 30, $5,375.

“ ThomasPorier, January 1, 1840, payer, $4,500; July 1, 84,500 ;. Sep.
tember 30, $4,200, - T
“ Porter & Warrick, January 1, 1840, payer, $1,800; July 1, 81,800
September 30, 2,357, . . - N ' C
“Others might be named. . _ L
- ““1n view of the approaching resumption of specie payments, your com.

mittee aré- of opinion that letters should be addressed to each of the
" brauches, suitable to their respective conditions, recommiending a regular
‘and steady reduction of their discount line, so that by June next that line
“shall not exceed three-fourths of their respective capitals.” ’

- “ We are pleased to see your busiuess assuming a more active and prof.
itable condition, and doubt not it will continue 10 do so as $00n as yon
shall establish among your customers the assurance that old loans wmist
be paid up promptly in arder to obtain new dnes. '
“ Very respecifully, your obedieut servant, .-. ... :
“ WM. B. PHILLIPS, President pro tem.
- -““A. M. Janvary, Esq., President.” . f b

- '
g A .

[Rejoinder of the Maysville directory.}bir -+ . o - .55

* ' The directory of the Maysville branch of the Bank of Kentucky have
‘ recerved aud matnrely considered the letter of President MeKnight, under
-date October 3,1540; ulso the communication: and- accompanying reso-

“ lutidns of the board of the principal bank; and finally the lefter of pro
“tempore President Phillips, under datn Decemper 1, 1840, in response to
-'the remonstrance transmitted by this board on the subject of & rémoval of
- &' portion of the capital stock of the brauch. i 523me™ cagized

The character of previous communications received from' the principal

- baiik] waraing this board that, unless its policy was changed, a removal of
- eapital would be ordered, coupled with the fact that this threat:has been
-'s'l_xbééqu'ently-acc_omplished, certainly furnish' reasonable’.grounds.to ‘con-
- stfu€ the resolutions of remuval into resolutions of cerisure; ."The ‘enfire
“'disavowal of any such intention, however, on-the part of the principat
- board, is regarded as an act of justice, which coficludes any furtherallusion

b
tehispt

“Tlie'great question which was conceived to have been presented: by.the
specific and lieral lungnage of the resolution of removal,-and which was
the issue discussed in the remonstrance, has been deefmed and. treated. by

 the'principal board as wholly irrelevant. The prineiple that “profit” should
* be esteémed’ the grand moving consideration in banking, and a sufficient
- gtound for thé removal and re-arrangement of capital; is now understood
“to bé distincily surrendered. And this"board, feeling every inclination to

afford-the amplest facilities in their power to enable the principal bank to.

-escapé! fiém’ so’ obnoxious® a’ principle, waive ; with' pleasureé; thefurther
- diseussion 'of a’point thav might exhibit the institution”to which- they

belong’inino very favorable or enviable auitude before the scrutinizing bar
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‘of the country.- Yet, before dismissing this branch of the argument, they
cannot forbear noticing a discrepancy between President McKnight aud
Ehe argument transmitted by the principal board. The president points
'+ to the fact that there are other branches of the bank which have been less
- profitable tham this, as a proof that the priuciple of profit was not the canse
“of removal. The board, on the contrary, say that the relative activity of
:capital shows the amount to, which each, locality ts entitled ; and -that
because the capital at Maysville has not béen sufficiently active, they were
induced to remove a portion to the points where it would be more so.
-Now it is very clear that the activity of capital delermines the ainobnt of
sprofit; that, as the activity is increased, so is the profit; and hence this very
-refined-and plausible view serves only to enangle the board with ther
-own resolution disclaiming the inotive of profit, aud with ihe courteous
" and conciliatory explanations of their president, No suspicion is intendod
- “here to be intimated of the sincerity either of the disclaimer of the board
;or of the professions of the president, for the allusion is simply made 10
sshow the ingenuity and variety of argument this board is compeiled 1o
encounter, and to record their partiality for that philosophy which con-
demns the assignment of more than one sufiicient cause for any given
result. - T

What, then, was the real reason of the remaval? As far as the argu-
ments of the president and board are undersiood, after careful collation
and comparison, the general drift and intentipn appear 1o be 10 assume the
position that the wanis of this community were over-supplied, whereas
other commnities in the State were in a suffering condition; and henee,
that the general iuterests of the community at large required the removal.
aWell, this is-all fair in theory, and must be received as a triumphant jus-
zdification, if. it should be found correct in application. But where is the
-dest?.To- what fact have they pointed in proof of the propriety of the
ogsnmption ?.° Does the circumstance alluded to by the president, that this
obtanch has\been more profitable than the branches’ principal hauk, prove
Ydtd-or - does the fact that it has been less profitable than the branches at
Lexington, Frankfort, and Danville, justify. the assumption? Does oue,

' Logdo-all of these incidents combined, go to establish it? e .
‘1o I£khe’ principal board, with. a lofty disregard of such u;n‘vml mqqnqg},

‘- gavoiding, with™ singular dexterity, as entirely :rrelev::i’m, ‘ the statisu
-facts.and; arguments c_ontamed_m the remonstrance, and, wuhput pt:d
oplexing: themselves with the task of proving that -irrelevancy, proi:leed .
idgiannounce that the practice of keeping bank capital stationary an smgr
. al;aﬂti by, continued renewals, is intrinsically vicious ; being both rmpml -
itable to the bank and dangerous to the borrower. They thea gravely
gdrgue!the subject, as if such an. issue had been presented in i:w redmnn-
sssirance; and as if such a practice. were prevailing to a lamentable aod un-

aralleled extent in the business of this branch. o .h. . d"' B

‘BlisdSb: far as the remonstrance is concerned, an examination of that docu.-

nment will exhibit the assumption of the principal board 1o be utterly gra- |

* btuitous and: unairthorized ; and this directory. now declare such a prgcni;e
afqibein direct, Lconiqiicg}yit_h;Ibgzr_gpxn;gns? individually and, cgllgcure ¥y
omhether expressed or aqted omn., - The principle ;hauhefg shgul 1 bea cot:n-
1etinuqus dow of ,ci,r::u_lano'n_ through the vquim of a.banking m§mgu?_n, ¥

yaeansof its accommpdations a_r;d;‘ q'g_xils ,as well as by its u:gat_r:mjy._gu?me%s,
1ei$ a8 plainly -correct in-theory as it is sound and successful in; pr_acnce.'«

TP -

10 Buyg how stands 1he; Ijiiricipal .b'zi[;k‘,‘aril—i all her ‘bT;nt-:hes, on [ﬁis score of
labtivitg of capital s ¢ .o 0]
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-~ That a contrary custom’ prevailed some ‘time sinee to o0 great an
" extent in this branch, as it did in all the branches, and in the prineipal
bank itself, is readily admitted. Bugiit is expressly denied. that such a
charge can be nrged against the business of this branch at the present
~ tirie, or since the reverse policy was determined on by the principal bank,
and given out to the branches in the shape of instructions. '
.~ A simple statement of facts will amply vindicate this assertion." -
~On the 1st of September, 1839, agreeably to instructions received about
that time, this branch commenced a regular call of ten per cent. upon all
_existing accommodations. - In cases of large and disproportioned loans,
- which were very few, the call was much heavier. et o
At that time (st September, 1839) the amount of accommodation notes
-discounted was §646,369 58; the amount of bills of exchange discounted
: was $54,812 16.. On the 6th of June, 1840, it was-resolved “that all
- discounts, whether of business or accommodation paper, be paid' at ma-
“turity.”  And the result of this combined: system, together with a freer
purchase of bills, according to the orders of the principal board, is, that
on the 2d day of December, 1840, the amount of accommodation ‘paper
under discount was $464,513 47, and of bills of exchange 200,977 36,
showing a decrease of accommodation paper of nearly $200,000, and an
increase of bills of exchange of over $£30,00601: Of 1he loans, under the
head of accemuinodations, at least $125,000 is on maturity paper; and
- upon the remaining £340,000 a call of about $25,000 has already been
made for the ensuing month—iearing a residuum of $315,000. . Upon
this sum there will be a continuous call, averaging considerably over ten
" per cent., during the months of January, February, and March, yielding
say $30,000, which will still further reduce the amount of renewal accom-
modation paper to the sum of $285,000. And, on the other hand, the
" #nount becoming due and to be paid into the vaults of the branch within
- the next four months, composed of bills of exchange, ($290,977- 56,) ma-
" turity paper, and calls made, ($150000,) and calls yet' to be. made,
{830,600,) will exceed $470,000! Yet the capital of this branech;in the
- view of the principal board, is not sufficiently active; and: requires reduc-
tion to make it more so, ' I T
-* =‘The amount of renewal paper within the space-of. fourteen months; has
‘! been'reduced from $646.369 58 to $340,000, atid the process still.rapidly
.progressing.  Yet, in the report of the committee on the branches, trans-
mitting “in . the letter of pro tempore. president™ Phillipsy upon’ this very

_ “-point, this- directory is- charged with having! acted:“ contrary to the ex-
- pressed wishes of thie (principal) boaid,” in not having'called to a sufficient
“irextent!.Verily, the consideration of the principal’ board for- the interest
-£7and condition of the cominunity is tender in the extreme, and altogether
#1°4 past finding out!” *The amount of bills of exchange has increased from

854,812 16 to $290,977- 56 within the same brief: period, dd-yét the in-

il ‘satiate thirst for aciivity of capital; and ‘conséquently profiz, remains- un-
“gratified. P e =~ i
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--470n; the: Ist-of : October, 1840, the. capital stock was. $4,698,05%;. the
.amount of dividends undeclared, yet drawn from the branches and rétain ed

e

byl principal -bank; was' $407,567 3 which; it.is- presumied; -may -be re-
"+'garded’as capital certainly not very active.: On: the same-day; ihe capital
. 61
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:: stock of this branch was 550,000, upon which her business was based -
the entire amount of her discounts was $643,594 ; being greater than the
. amount of her capital by $93,594! e . .
* Butagain: If the capital and discounts of this branch be separately
“'subtracted from the capital and discounts as shown by the report of the
prineipal bank, the result will exhibit the principal bank, with a capital of
$4,556,624, discounling to the amount.of only §4,059,143; showing 2
+ balance of 3497481 idle in her vauits, and direcy opposed 10 this much
i+Jauded principle of activity ! Whereas this branch, ai the same time, had
.- & balance of $93,694 over her capital actively engaged. -
By examining the report of the principal bank above slinded to; it will
- be seen that on the Ist of October, 1840, her suspended debt amounted w
!~ $253,100, which this board presume can scarcely be said to be acties cap-
it ital; whereas the suspended debt of this branch, on the same day, smounted
- only to $17,999 55! And yet it is the principal bamk that reads grave
-~ homilies and complaining lectures 1o this branch on the subject of the
.- great advantages of activily nf caprital.
- 2 j The only really dormant capital of this branch is the sum of 23,000
charged to the real estate account, vested in u lot purchased of the pro
- témpore -president of the principal bank whilst he was a member of this
board, and upon which the priveipal bank have refused to perinit a bank-
- ing-house o be erected, although they have permitted, as this directory
are informed, splendid bank builldings 10 be reared by the profitable branch
- at Frankfort, and.by the uwprofitable branch at Bowling Green, and per-
.~haps by others. But this directory are comforted, even on this point, by
~ again comparivg their condition with the principal bank, which exhibits
-~ in-its report a dormant capital of 72,451 41 vested in real cstate.
. . . Where, then, is to be found the proof of the inaetivity of g'.ap_unl,_as as-
aiéumed in-the argument of the principal board? ‘This question is au-
-& swered by wine specifications,contained in the letter of pro temipare President
..Phillips of Ist of December, 1840. The great considerations determining
ar'the removal of $100,000 capital, it seems, after great pains and most in-
-+ dustrious research, have been found to rest upon nine accommodation
loans, most accurately enuwerated, which the committee on the braoches
n2 fuppose. (that Is their- language) to have been «renewed- from.time 1o
~c'time, without calls.” Matters of such grave moment should be noticed in
-z detail. Lo e : . : R
727 The first case of enormity -presented is that of John Andrews.” The
¥ statément is, that on the 1st of January, 1540, he was payer of accommo-
~ 15 dation paper to the amount of $11,000, and of $11,452 on: lh_etaotlg of
2z September, 1840 ; being, as the committee express it much t :ie, sal:ne
12 in amount,” and creating the supposition in their minds that this debi bas
:nBeen “renewed from time to time without calls.” *‘The facls ate, that on
-nithe 4th of December, 1839; Andrews’ was indebted $12,000, nnd-:t_:m l!_lahl
. -suday he.paid ‘$1,0005 on the 1st of November, 1840, he paid 8500; on 5t
December, $700; making $2,200, besides being under call for 8500 more,
1o which he must shortly pay.".. Mr. Andretvs has been a peoctual,and profit-
able customer of this branch, selling bills of exchange.io,a:1arge amqulit:
2. based on the exportation of fiour, and meeting his ‘qnga'g,iemen{u; pjompt ¥
fmes. . oo etd et el T s Treet a2 0 3 s
. L:; at 'E%il:alg;cdnd -case-is-that of Bayless &.Cobu;n? a mercgnulg:ijrm; in the
~ 1u. oity of Maysville, whorare stated 1o have been accommodated with _the vse

i
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of $2,000 from the st of January to 30th September, 1840, without call.
Their debt was originaily $3,000; 3500 of which they paid in January,
1839, and $500 in May, voluntarily. They were in successfn] business,
entirely safe, selvent, and industrious, and this board forbore to call till
st October, 1840, at which time they paid $200; thereby reducing the
original debt $120, being nearly 10 per cent. from the time of its crea-
tion, which was long before the systeny of regular calls was adopted. '
“John A. Caran stands next. The sum of $5,850 opposite his name,

“and charged as having been reduced only $100, was loaned him as the
" president of the Maysville and Mount Sterling Turnpike Road Company,
“which the principal board will doubtless admit to have been praiseworthy,

and was renewed on 23d August, 1840, on the express condition that the

‘entire amount was to be paid on the 23d of Deécember. - o
.. - Davis Carpenter has had an accommodation of $1,800 for nine months,
 without call, but is now under a call of $400. He is extensively engaged
‘in maufactures; and having made large purchases of wheat, and having
. heavy paymeuts to make, this board exercised the discretion of forbearing
“to press him upon. his small accommodation in bank. s

R. Collins and John M. Morton had an accommodation of $1,300.
This was originally 31,500; 150 of which was paid on the 17th of Octo-
ber, 1839, and 2150 on 22d October, 1840. General R. Collins and his
partner, John Armstrong, have this year paid £6,000 into this bank, and
have no other aceomnmodation. _

Lee, Rees, & Dobyns are stated to have paid only $290 collectively
during the last twelve months, The'facts are, that, collectively, they had
reduced their accommodations $400 before the report of the bank, and
have reduced them since §450. Individually they have reduced them
$2,300, besides assuming 8500 as a security debt,

“Williamr 8. Pickett has now a debt of §5,375, and had a debt of $5,370

'- orr the 1st of January, 1840. Yet Mr. Pickett has paid’ $800 upon calls
-"at different times since; and the board have discounted a business note

for him of §373, (in which, howeyer, he was not interested,) which will

*probably account for the remarkable fact that there is but 85 difference
- betwéen his account on 1st January, 1840, and 30th September following.
i Thomas Porter owed 35,000 on the 23d-t)ctober, 1839, and’ has'since

paid $1,400; yet his debt has not been called on.

. it Porter & Warrick had a debt of §2,000 ‘on- the 26th of December,

1839, on which they have paid $400, and are under call for $200 more.
This, with the memorandum at the foot, that * others might be added,”"

" -closes this black list of financial sins. The entire amount involved is
- $40,000, which, no doubt, according to the view'of the principal board,
" has been for the last nine months in a condition almost as lamentable as

that of their own suspended debt of upwards of $200,000, drd on’ which
for the last twelve months. there has not been more than 813,000 called
by this board.

Further remark upon these facts is forborne. The branch directory
can only regret that canses so trivial in themselves, and evidentiy so mis-
undérstood, should have precipitated the principal board into a measure so-
intripsically unjust, and so entirely nnmerited. That the principal board,.

| ‘With the facts mainly before them—with the tables of this hranch before

" them, exhibiting so rapid and full a compliance with instructions, and so.
tﬁ'ci)rpugy .a"system of reformation, according to their ‘own views; when
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".the capital of this branch was becoming more available every hour; when
" ‘the profits of this institution were conforming to their utmost wis’hes, at
@ season of the year when bills were pressing. npon this branch, and re-
~quiring all ifs rcsources—shonld, in the face of all these facts, order
-, $100,000 of its capital 6 be remored—$350,000 immediately-—can be at-
tributed by this board to nothing less than an unmitigated spirit of arbi-
trary dictation and relentless persecution, which is as u nbecoming in those
.. Who have attempted it, as it would be degrading in thjs board were they
amely to submit,  They have seen and borne with this dictatorial cen-
:sorship’ till forbearance would no longer be a virtue; and they new beg
""ledve to assure the principal board, that although they acknowledge their
~general right and authority under the charter of supervision—although
_ they are ready, as they have ever proved, to conform 1o any general prin-
. ciples of banking or bank government—yet they will not, so long as shey
., Tetain’ the trusts they do,suffer a system of espinnage and complaiut about
7 individual ‘cases to be persisted in, of which the principal board, from their
= very position, must be ignorant, as they have demonsirated clearly in the
..cases selected, and of the circumstances and condition of which the
© branch bank must of necessity be betier informed.
.. All which is most respectfully submitted. ..

[Resolution of the Maysville Brench Baok, ordering ¢ pics |

taaae

MavsviLLe Braxcm oF THE Baxk or KeExTUCKY,

' L Friday, December 11, 1840,
475, At a meeting of the board, convened on the call of the president, on
.., motion; the. following resolution was adopted: | -
asa..“Resolved, That, in obedience to the resolution of the senate, the cashier
1i;be directed to furnish the chairman of the senate’s committee on bauks
+-with a copy of the correspondence between the Bank of Kentncky and
< the branch on the subject of the removal of a portion of its capitai; com-
w-prising; the resolutions of :removal and the accompanying leter-of the

cashier; the remonstrance of this board ; the letter of President McKnight,
¢.0f 3d October, 1840, and the paragraph in his subsequent letter correcting

" astatement in his first letter; the answer of President January, of 13
+ October; 1840 ; the communication and resolutions of the principal board ;
..i the letter of pro tesn. President Phillips, of 1st December, 1810, excluding
.I;theportions thereof relative to a firm in Louisyille and New Orleans; and
- .sto' the weekly statements of this branch, and the rejoinder of this board.™
dsid Extraet from the minutes; -, s

haliga i 0 Ce - = ..,ROB. TAYLOR, Cushier:
) (A e
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wpred o mciee e DoomP bty er ng s leategar e ol : tre el
DBiiPhe: joibt’ comniitee on baiks, in' tlie dischafge of the duly, asSigned
- tem by the législatire, have visited the banks, located: in, the ‘cities of
¢ Louisville and Lekington, and, have addressed, writleli interrogatories to

e
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sach of the banks afd bianches, to’ which théy have receivéd written an- -

ek

o Rty iy, .

Dgc.; No:-226.

swers—all of which accompany thisreport. In their personal visit, every.
facility was afforded them by the president and directors of the banks to
examine into and ascertain their true sitvation; and, from their personal.
eXamination and the writtén responses of their officers, verified by affida-’
vit, they have obtained, and now present to the legislature, the following
summary of facts: ' : :

965,

F

Amount of notes discounted in Bank of Kentucky and
 branches - .. . - -« - 52436365

Amount of notes discounted in Northern Bank and branches =~ 1,391,047

Amount of notes now discounted in Bank of Louisville - ~ 634,513

Aggregate amount of notes discounted in the three banks
_above, which are the only banks of issue in the State -
Aggregate amount of notes discounted in the same banks

4,261,925

“at the last legislative report© . - - . 5416801

©L7 954,966

Decrease since last legistative report’ = - -

~ Amount of bills of exchange discounted in the Bank of =V

Kentucky and branches - - - - 1,795,781

Amount of bills_of exchange discounted in the Nort"_hern .

Bank and branches, DL - : - 1,388,691

Amountof bills of exchange discounted in the Bank of Lou- | = =
dsville - - - e e G426
A'gg'regate amount of bills of eﬁchangé'diécou;xlted -.by" the . Sk
above three banks | . S e T L 3,729,298
Aggregate amount of bills of exchange discounted in thei .~/ .7

"three banks above at the time ‘of the last legislative're-" . '~ "~
Lport . - - - CeL s T e e BT4T 303
- Decrease since [as;t',’:l!fegi;sila\_‘tfi\iré"'r%sl:)_ft')‘rt" e S 18

Amountof goid and‘sii{zqfﬁﬁ ‘H-‘;a_lid,lg, thenBankof Kentucky
and branches, including freastiry fotes .- = 2 77 . 77

. : . B

Aimotnut of gold'and sitver on, haod in "the Northein, Bank” =~ -/
~of Kentucky and branches; including tréasury notes, ™ -~
Amount’of gold and'silver in Bank of, Louisyille ~

Argr'gregate amount now in’ the banks " . ¢

“Includeq in the above'is $118,688 of tréésﬁ;j‘ﬂiﬂte‘s.i .

A e
ri

Ajggregaie amourit in the thiree banks at the’last legisla: -

L L E

_tvereport .. - i 1,306,805

e T
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;Inéreasq since léé@:lpg;i”slétiy_é'feééﬂ: , e - 950,583

ATESant of ndtes in eirculation of Bank’ of Keritucky and =~ "~ 7 .
Cbranches - ;. el 0ot .- L 81,614,827
Alount of riotes in circulation of Northern Bank of Ken.- " "0 " "
_tucky and branches. =~ - © L e T 1,464,250




R

966 Die. No. 226.°
Amount of notes in cireulation of Bank of Louisville - 8337048
fo - —
Aggregate amount of circulation of the three banks abo 25
Aggregate amount of circulation of the same banks-atvlie 341015
last legislative report - - - - - 4,453,559

) ?

Decreasequ cireulation since last legislatire.repon - 1,037-,4?1

b;ég‘t ‘Wll)lll thus be seen, that since the last annual report the banks have
een able 1o retire neay]y one million of their circulation, and at the same
?a%lg to strengthen their specie basis about one fourth of a million of dol-

8.

o . . . .

_,:I:hg entire circulation now amounts to about thrée and one half mil-
lions of dollars, to meet which they have in their vaults about one and a
half million of specie, and they have bills of exchange 10 the amouot of
three anid one half millions, maturing on points heretofore favorable 1o the
procurement of specie and eastern exchanges, within the nex; stxty and
one.hundred and twenty days, besides the discount line of fonr and one-
half millions of dollars due them. .

 Such a situation well justifies the confidence thatis placed in our insti-
tutions, both by our own citizensand by strangers, and which gives to the
circulation of our banks a value of from five 1o seven per cent. premium
over the circulation of the banks of the adjoining States that surround us
all alike in a state of suspension. s ’

__The committee further report that the action of those institutions, in
making the exchanges of the country, has been salutary and efficient, and
‘has relieved our trading and mercantile community from many of the bur-

etis consequent upon. the present deranged state of the currency through-
out the United States. ~ The exparter of our surplus has been enabled to an-
ticipate his shipments to asouthern market by the sales of his bills a1 from
one to'two per cent. discount,and the merchant has been able 10 make
his remitiances to Philadelphia, to pay for his imporis, by the purchase of
checks of the banks at about three per cent. premium. These rates com-

~ pare favorably with those of the adjoining States, and strongly atiest the

rudence and efficiency ‘of the managenient of our institutious,
"The committeee cannot too strongly commend to the favorable consid-
* eration of the legislature the efforts the banks have been making within
thé last year to return to that situation in which specie paymeuts can be
resitimed and successfully maintained. 'These efforts, it is believed, have
been.fully equal to the ability of the community to bear. The reduction
of the discount line of the banks and the redemption of their paper has
been to an extent as greatas could be borne, without producing great pub-
lic,distress and individual embarrassment. ¢ : T
“The committee are fully sensible of the injury resulting to a community
from a'depreciated and irredeemable currency. " The baneful inflnences it
13s upon the industry ‘and prosperity of any courtry have beeii loo fre-
quently pointed out, and are too well understood to need iHustration here,
. Yet, at the same time that the banks are reducing their line of ‘aceom-
modation, and retiring their paper, great care should be taken by ihe legisla.
tufe, and by the officers of those institutions, not 16" préss. heir reduction
to- that point which must result in reducing the value of labor, in thé de-

i o
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presston of the prices of the staples of the conntry, and in great individ-
ual distress. ° C _
The committee have had under consideration the question that has been
veferred to themn by the resolution of the senate, whether it is expedient
for the legislature now to fix a day for the banks to resume the payment
of specie or not; and if in the affirmative, to require them to commence on
that day, or else to direct a scire facias to issue to forfeit their charters,
They have given this subject their most careful and patient consideration.
They cannot disguise from themselves that the action of the legislature

- upon those institutions is to be sensibly felt by the community through-

out the entire borders of the State, and is to result in much of benefit or
evil 1o that community. They have felt the responsibility of their situa-
tion, and have been slow to come to a conclusion, and have called to their’
aid all the light and experience of the country that they eould command.

The first guestion that is presented is, can the banks now, or how soon
can they, be prepared to commence and maintain specie payments?

Under ordinary circomstanees, and before confidence. was ‘destroyed,
and before the value of specie was so great, our banks, in such a condition
as they now are, could commence and maintain specie payments. At no
time from the.peried of one year afier they had commenced operations,
and whilst they were yet paying specie, were they strongel than they are
now. In the palmiest days of the banks, never did their balance sheets
present a stronger claim to the confidence of the community than they
now do. Yet the legislatare will perceive that the banks are dependant
upon the punctual payment of their bills of exchange to furnish the
tneans to redeem their circulation with secarity. -

The large proportion of these bills, amounting to between two and
three wmillions, are payable at New Orleans.. The low price of the staples
of this country at that point, the pressure in the money market, the un-.
stable and tottering condition of mercantile houses there—news of the:
failure of a portion-of them being brought to us by every mail—and the -
sudden and upexpected rise of exchange on New York to eight per cent. .
premium, so contrary to the usual course of trade, should admonish the~
legislature not to base any decisive legislation upon- a matter so uncertait
ag the puanctual payment and subsequent investment of* these bills-in’
eastern exchange ; especially in & matter in which the State has so deepan-
interest, and when to resume, and then again to suspend, would be-so .
destructive to the credit and character of those institutions; and might
prostrate in ruin the whole Commonwealth. N R A A A

" The precise period, then, at which the banks could prepare themselves .
for.the resumption of specie payments, is dependant upon circumstances
ovér which neither the legislature nor the banks can exercise any control.”

.And to fix a certain and definite time by the legislalure, it is believed,:
would be unwise and hazardous; but the time should be made dependant
upon the happeaing of those contingencies which would' enable the
banks successfuily to maintain, when they once resume, specie payments..
vYour committee believe, that, to place themselves. in'a sitttation to.re-:
sume and matntain specie payments, the banks would have-to prepare to"
redeem the greater part of their citeulation.. Already-the circulation of the-
banks bears a relative value of from five to seven~ per cent: above the
vlde of the circulation of the banks of Ohio, Indiana, Iilinois; and: Ten%-
néssee; although the banks in those States are considered ‘solvent; and-
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their circulation ultimately safe in the hands of tha holder. Add to the
pesent value of our paper the increased value that specie bears aver it,
which is from five to six per.cent.—make it thus valuable—and can it be

‘believed that it will form the circulati ng medium of the State, or will not .

be immediately presented for payment? Experience teaches us that such

will be the fact. The New York banks pay specie for their voles; and yet |

it.is well known that the notes of. the specie-paying banks of New, Yotk
form no portion of the ordinary currency of the city of New, York'; but

~ instead thereof, all the channels of commerce are filled with an irredeema-

ble currency of less value:  What, then, would be gained to our citizens
by:the resutnption of specie payments but the retarn of the grealer portion

of.the paper of our banks upon them for redemption, which would take .

their notes out of circulation 7 (and then the channels of business would be.
filled and supplied by the depreciated currency of the surrounding Stares ;)
and the farmer and mechanic, when he should part with his prepernty, in-
stead of receiving, as he now does, the note of a Kentneky bank, in which
he has an interest, and of those whose value and solvency he feels well
assured, would be forced to receive the note of one of the banks of a sister .
State, in which he has no interest, and in the value of which he capnot .
have confidence. : : . .
There is another view in which your committee will place this subjecL
If the committee are right in assuming that, under the eircumstances ;
which now exist, the banks would be unable to maintain their preseni
circulation, that jis increased value and the demand for specie, or ils
equivalent, to pay the eastern debt, wonld rewrn the circulation of the.
banks upon them for rederoption, then it behooves the legislature to as- _
cértain whence the two millions of dollars, not now in the vanits of the
banks, are to be procured, with which 10 retire, this circulation. . This -
amount has to be obtained from the bill line, or from the accommodation
note line of- the banks. - If from the first, the active means of the banks
which have been heretofore engaged in the purchase and transporting of.

* our staples to market would almost entirely be absorbed, and the drover

and;trader could no longer look to that source for:their usual accommoda- I
tohs: to. enable them. to purchase and; transport o markel our hemp, to-,
bacco; flour, stock, and other surplus of-the couniry.;. Can any.one fore.;
telk.the injury this would produce by the depressjon of. the staples of the .
couniry; and the ruin of our trade? ., ; * - s _ :
1t it bas. to: be obtained from the accommodation line, the legislature..
should look well to the effects such a cali would produce upen the coms
munity: in which welive: :Could the people pay a ca!l from one to two’
millions 2.- Would it not have to be coerced by the arm of the law 7 And’;
would not the. consequent; sacrifice of property. bring ruin o many. csue;;
zenst e 0 e ks e T T -oar e bad
:We.should not so much inquire what we shall, do with, the:banks, as -
what we:will'do to, the country if we-coerce the banks? ;- We should. in.5
quire:what should. be our action-upon. the. bauks in.reference to_the great
interests in-the.commuuity:. Hasty. or-yiolent legisiation in selation o, the
banks might force them prematurely into a resumption of specie payments;-
to.the great injury of our people.::. i an vl i L sir ety Lol gienban
o All agree that the  resumptions of specie’ payments- should, be,brought ,
about as. soon- as ‘practicable, without a sacrifice of ;any. of, the, great.inter..
efts:in the country. The reduetions of the rate of exchange upon;the east, ;
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at New Orleans, and the successful investment of the bills due the bank-
at that point, in eastern exchange or specie, will overcome the present
great abstacle in the way of resumption. The commencement of specie
payments by the banks in New Orleans, that being the great point to
which our surplus is shipped, and whence we derive specie and exchange-
with which.to mieet the circulation of the banks, would remove the ‘chief -
obstruction to the successful maintenance of specie payments by our
banks. But until the banks can have a certain resource of ‘specie in the,
south, if we force them to open their vaults at once, we shall endanger the
State in the loss of all they have; surrounded as they. are by the banks of
other States, that will not afford a resource of specie. . . A

Your committee would therefore recommend 1o the legislature the, pas-
sage of a law restoring the privileges of the banks, and appointing a day
for the resumption of specie payments dependant upon the contingencies
set forth in this report, and consistent with the wants and best interests
of the Commonwealth. .

- THOMAS Y. PAYNE;. - .

- . ‘ ' Chairman Senate Commiitee,

B HENRY PIRTLE, - o

o : JOHN 8. MORGAN, - . ..

M : i ' o Oﬁth’e SL’H.(I_I;E-' .

T _ s - W.C MARSHALL,. ... = .

' - ELEZEMOND BASYE, - ", ' -

. F.T. CHAMBERS, o

Cen : Of the House of Reps,

reasoning and conclusion. ] ) ] -
i oo et s oo J.SPEED SMITH, : : . ) ——
Committee. -

I concur in the-fagts set forth in the above report; but dissent from the

i . Chairman House

1 :sigil:_the above regi‘)‘rt, reserving to rxiyself the right':brf; objectlng to the -
day fixed, and the contingencies upon which that cay is to depend,
e RICHARD M. JOHNSON.
Tkl wal L Zons ©oerlw R Blup trsgpoiad
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REPORT OF THE, JOINT COMMITTEE ON BANKS. DECEMBER, 1882,

“Tha joint committee on banks beg leave respectfully’ to’ Yeport * ‘That

they; have propouiided the interrogatories to ‘the banks which' they’ weje™

BT R . - - - Gt Y asl]
.required to have answered. by the resolutions of the house of repreédnta-

tives,and have also added 1 thein bther 'questions which® the' domtaitied

thought necessary, to place their situation fuily before the legislature, and
have received written responses to those interrogatories; all of which
they now present, accompanying this report.  From. which the committee
hatve collected, and now présent’in"a condensed form! the follewin g facis':-
Amount of notes at, this, time discounted by the Bank.of . . .. ..

; Kentucky and branches - .- - -
Amount of hotes at this time discounted by the Northern ., " ¢
- Bank:and branches - - . - 1,515,468

......... :
- - . EU e AL
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I
Amount of notes Hisoonnted by the Bank of Louisville - £552 879
FERVRY v 4.703.075

Amount of notes d:scounted by same at lhe la.st legisla.
t1ve Teport . - - - - -

- oy i -
"A.g-,.,:.-_.p,-\__ IR

84,461,925

Amount of bills of exchange dlscounted by lhe Bank of

-Kentucky and branches = - - 81,169,058
Amaéunt of bills of exchange dxscounted by the \*orthern :
Bank and branches |- - - 882,195
. Amount of bills of exchange dtscounted by the Bank of
Lomswlle S . . 221,925
- 2473078
Amount of bills of exchange discounted by same at the
last leglslatwe report - - - - - £3,729,226
_ Amount due from other banks; and notes of other banks
on hand, in the Boank of Kenlucky and branches - &£881.635
Amount due the Northern Bank from same source - 290,622
Amount due thé Bank of Louisville from same source : 167,517
% o _
' ' 1,339,794
Amount of gold and silvér in the Bank of Kentucky and’
branches - T 8510,024
Amount of gold and snlver in the Northern Bank and )
- branches - 7 - - - - 645,463
Amoum of gold and sﬂver in the Bank of Louisville - _2?7,-1-%9
) ) H .?‘ t!',".-“g!.’w_ (IR .‘_._ v e 1;73'2'936
E Amount of gold and silver in same at the last legislative .
‘report - - - AT - - §_1_!go: 358

Amotrit of noteS: ih circulation of the Bank of Kentnékym U
. ,,and branches - . - - . $l 556,595
Amount ‘of otes, m cm:ulanon of the Northern Bank and ;

. branches = - : 11,111,955 i
. Amount of” notes in clrculatlon of the Bank of Lomsvr[le‘ D 102,669 h
PST PO % BT T N NESS BT L1 .‘A ;‘ L‘“g’m-l’g.—lg}
inl ¢ 1rculat10n it last leglslatne report,: . ‘U$3 416,125
. h Foove Setpp %oy,
. Amount due to other banks by ‘tha’ Bank ‘of Kentuo}g L
“and branches - asit bein agie 13_t

Amount due to“other}banks' by"the ’\*orthern =Bank '3”7f e
<and branches - b . - eamnnd g 52

]
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Amount due to other banks by the Bank of Louisville - £9,181
. | 127,364
Amount due to depositors by the Bank of Kentucky and
branches | - §356,742
Amount’ due to depoeltors by the Northern Bank and
“branches - - 371,742
Amount due to dep031tors by the Bank of Louxswlle - 162,230
‘ 590,714

By an examination of the above facts, and comparing them with the re-
ports made to the last legislature, it will be discovered that although the
banks have resumed the payment of specie in June last, yet they have
not been compelled to contract their loans upon accommodation paper.
It will be seen there has been a general expansion, until the line of dis-
counts upon notes has increased about one-fourth of a million of dollars ;
at the same time the gold and silver in their vaults have increased about
two hundred thousand dollars; and the circulation of the banks has de-
creased about six hundred theusand dollars,
plished by the punctual paymentof the bills of exchange that were drawn
payable abroad, and have returned upon the banks either in specie; their
own notes, or eastern exchange ; and the line of discounts on bills has
consequently decreased upwards of one million' of dollars.
is not produced’ by the policy or inferest of the banks, but marks the de-
cline in the business of the country. T'he interest and the policy of the
banks would have led them to have re-invested this monéy in bills paya-
ble in some foreign wmarket, and based upon the actual shipment of proper-
ty to that market ; but the ‘business of the cotintry did not require it, and
the bills were not to be procured, and the eapital remains unproduclwe
The effect of it is greatly to strengthen the banks, and to render them
the more able to meet any emergency.

A single glance at the tables shows us that ‘the’ banks; with a specle;
basis of seventeéen liundred thousand’ dollars, have only a circulation of:

twenty-eight hundred thousand dollars—but little over one and a. half

dollar of circulation to each specie dollar they have in theit vaults, "In”
addition to this, they have two and a half millions- of dollars in bills of

exchange maturing in a short space of time. .

~The situation of the Bank of Louisville preéents a still stronger atti-.
tude when taken singly. She has specie and treasury notes in her vaults

to the amount of $277,444; bills of exchange due and maturing of
®221,925; and she has only notes in ctrculatlon to, the amount of
$102, 669,

The strength and stablllty of the banks and the aecumulatlon of capi-

tal in “their vaults,, evince a great decllne in busmess ‘The officers of

those institutions, upon our visit to them, informed us their capital was_

accumulating upon them uninvested and unproductive, in- consequence

of the want of applicants 1o borrow, produced by the decline in business..
They also informed us’ that they met’all. the !egmmate demands upon’
them since the resumptlon and yet could not 1nvest thelr money ;. and;

-
i

All this has been accom-

This result’
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that they wonld now willingly invest or loan to the amount of one million.
of dollars, provided there were applicants for the same,

y Lhe cominitiee could not hesitate to believe that this communication
wés made in good faith. It was not an effort 1o give a fictitious value or
character to their institutions, because an examination of the facts, here-
with reported, will show that such an’expansion of their bLusiness, at the
sde time' that it would advance the interests of the banks, would in no-
wise endanger theri, or go beyond that point which would be considered
sdfe and legitimate banking. . . S

The committee’ would fyrther report, that, acting under the instructions
of the legislature, they made inquiry of the direclors of the bank touch.
uiig: their abiiity and willingness to extend their leans, &e., (o tnake them
more diffusive, and to extend them into every portion of the State, and
by that means to entirely relieve such pressure as may now exist in the
monetary concérns of the State:

“Upon all these subjects the committee have been met by the directors

of those institutions with a degree of frankness and liberality worthy of
all praise. ' ’ T T '
, After the rejection by the legislature of the petition of the Bank of
Louisville to withdraw a portion of their capital; because it fay inactive
and unproductive in their bank, the directors of that institution petitioned,
~through your committee, the legislature, 10 permit them o branch their in-
stitution, and to send two branches, with not less than one hundred thou.-
sand dollars in each, into two othér towns that have not now the benefit
of bank capital: one of, these branches to be located at Paducah, one of
olir most flourishing fown§, situited at the mouth of the Tennesse river,
a_ii:c.i"distant near one hundred miles fiom any other bank, and s6 situated
as_to supply a rapidly improving and fertile region of the State ; the other
bank to be hereafter located by the directors, as their diseretion may dic..
tate’; and, at their suggestion, the committee have reported a bill. .
“They have also'canferred with the president and directors of the Bank
of Kentucky and Nofthern Bank of Kentucky, and have made an arrange- .
nhént with the directory of ‘éach of these banks to aid the productive in-,
dustry of the remaining eight congressional districts, not supplied by the
1gcation of thé twaHranches ‘of the Bank. of Louisviile, as stated above,
by, aloan'of not less than one hindred thousand'dollars in"each congres-
slénal district; in sums of not'more than one thousand dollars to' each ap-,
pgg':apt; to be repaid by the expiration of ‘two years, in calls’ of not wore
1

anl ten per cent. each for thie two, first renéwuls of one hundred and’

twenty days, and. then in calls of not. more thdn twenty per cent. for'every
additional one hundred and tweity days thé said loan shall run : and here-.
with report a bill to enable the.législature, if they agree with the commit-
tee, to carry the arrangement inio effect. W T e
YTHe committee cannot but believe the arrangement they have. thus:

- made is fully adequate to. meet the,.qxigem]:ie_s of the community. Qne
l{ﬁ'ﬁdi’gd,Lh{jp_'s'é'tid'fc_iq_l[p.r' .thus thratvn into’ circulatian, in new loans, into,
eatly cofigressidnal disirict, coniat bilt"be sepsibly flt by éxery portiod of
tﬁ‘éﬂcdﬁ’ih]unltsr;:ll:“? ~e -,‘-‘ !{.-'r “. s ‘ '- i HPY - AR ERATE S A s
%1tis nottmofeighaﬁ,fa.f‘“tq- presume that each, dol‘l‘a_l:i thas set in_motion

' inf'The biidifess, of ‘the ‘country ;Will' pass, through 3t least "éightor ten.
HANdS in thie'payment of debis before’it will'again, reach the vaulis of the.
bakik, from whetice it'statted”” A'large amount of debt’ will”thus' be paid

. )
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off; and such an addition to the present industry and economy of the peo-
i ple, it is believed, is fully adequate to relieve any embarrassment that may
o now exist, .. = c . N

i " The commitiee have also examined the three other institutions that are
% not baiks of issue; situated in the eity of Louisville. Their situation, as
set forth in their responses to the questions of the compmittee, is herewith
reported.  They will be found to have been properly conducted, yét some
: of them are laboring under the general depression in business, their capi-
E tal accumulating upon their hands and lying idle, unappropriated and un-
productive. | o e ) ‘
All which is respectfully submitted.

,.
. re—

: ... . THOS. Y. PAYNE, '
4 " S Chairman of the Senate Committee.
A2 T , JOHN 8. MORGAN.

55 : ' ‘ ... DANIEL MORGAN..

1 : : . 1. CAMPBELL,

4 : T Chairmain of the House of Reps. Committee.

o] L W. C. MARSHALL:

4 The undersigned, while he concurs in the statements so far as the sol-
‘ vency of the banks and their ability to meet all demands against them dre
4 stated, would yet dissent froin the conclusions of a majority of the corm-
* mittee in stating that the present banks can and will relieve the embar-.
i rassments that now exist, and at the same time maintain specié payments.
:;{i L ) WM. S."HELM:
i I agree in regard to the present condition of the banks. . As to the pre-
Oy - vious condict of the banks, or their proposed facilities to extend their ac-
{ : ’ commodations] I desire to be understood, for the present, to express no
COPINION, — 4 e e S c L
5 - R AT - - - ¢ SHELBY STONE:
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.REFORT. OF; THE JOINT COMMITTEE, ON BANKS—~DECEMBER, 1615,
.-, Lhe joint'¢committee on banks beg leave t6 report: That'in pursuance
of the dutiés devolving on them. by. their ‘appointment, and : the several

. resolutions’adopled by. this hotse; they. proceeded first to, Louisville, and
then to Lexington, and. made a_thorough examination of the banks. at
‘those. pldces.” The ‘officers’ of .thé  bapks received.them with. marked
civilities, and ‘mahifested . the utmost. willingness to exhibit a full and
.correct statement of the condition of their respective institutibhs, and to
‘answer all questions, whether propounded fo them by the committee or
.~ any other individual member thereof,, They exhibited their books, shaw-
.ing how they were kept, the names of their debtors, with the amounts ‘due
from  éach, .and, évery. thing pertaining " 1o the character and’ amount, of
_,Dusiness transacted; by ‘them in theit corporaté capacity. ... "The committee
~ take ‘great pleasure in saying, that during’ thé past year the banks seem to
-, have agled Wil giea circumspection in, limitifig. the amouit of their fc-
-, Gommodation, to the sanie, persoh to small siims, and’ requiring. the most
... There never was, perhdps,a sét of banks that lad

. undolibted séeriritics was, perhalps, a set of banks that |
“'done 80 milch busines# and ‘sustained fewer losses “than the Kenticky

t
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_‘,bauks within the last two years. T'he Bank of Kentucky and its branches,

_'the Northern Bank and its branches, the Bank of Louisvilie and jts
‘branches, all seem to be in a safe and prosperous condition, and are all
p_rgpargd to exiend their circunlation and enlarge their business trapsac-

_fj:tlo.rig, if applications are made by men of approved solvency and pune.
_toality. :

.. The aggregate business of these banks, in the opinion of this com.

S0

iplee5 might be increased twenty-five per cent. with entire safety to the
_Anstitutions, if loans could be made to persons of undoubted punctnality.
All the'banks expressed the utmost confidence in their ability, and made
known their desire to increase their business 1o solvemt and puncoal
customers.  The committee are fully apprized of an opinion whieh very
generally prevails in the country, perhaps with nine out of ten of those
whe are not familiar with bank transactions, and with the impertance of
punctuality in such transactions, that if an applicant be perfectly solven,
and offer security of the same character, it is the imperative duty of the
banks to loan him their money, without regard to their konowledge of his
punctuality. The committee are persuaded that such an opinion is ex-
tremely erroneous. With an individual unconnecied with bauk transac.
.jtlons it is not a matter of so much importance that he be always prepared
. 1o- pay on demand: the whole amount he may. owe, alihongh’ the credit
.rand success of individual enterprise are grealy promoted by strict pune-
~inality, ‘
«=;. If, however, an individual who has ample assets, either in debts on gond
“and solvent persons or visible property, should fail for 2 shorl time to
* meet his engagements when due, his credit would not be materially im.
“paired. Many of our wealthiest- citizens are frequently nnprepared with
““feady money to pay one-tenth part of what they owe, whilst they may
““have ten titnes as much owing to them as they owe. " It ofien happens
-that individuals worth thousands of dollars more than they owe have not
fifiy dollars in cash on hand, and might, if unexpectedly called on for a
small debt, be unable to meet it on demand, though it might not be one
“hundredth part of what they are worth. Individual credit in an agricul.
‘tural country like ours, where not one man in fifty has a bank transoction
“in®the whole of-his life; is,in a very small degree, dependant on the
;ability of the person to_meet, at a moment’s warning, auy demand. that
*‘fhay be brought against him.”. Very widely different is the case with
“banks. A bank must keep its affairs in that condition which will at all
S%imes insure the probability of its ability to meet and discharge every de-
“®yand made at its connter.  Undoubted credit is just as important and in-
%’iq{éﬁe'r_lsablé. to the safety and prosperity of a bank of issue and discount
Pgs is 4 free circulation of the blood to the healthful operations of the func-
% tion's of the human body. ~ Indisputable credit is the basis upon which
4l 'banks of issue must stand ;, and if this basis be undermined, the bank
" “falls; as certainly as does an-edifice whén its foundation is removed.” Let
-;‘*‘E’thé}'sli'gbtgst"spspi_i;ioq of a bsmkfs 1pab_1hty_‘to=‘rgdeem: 1ts issues pp:;ie-
1%nand go abroad; and its note'Holders imimediately run horue 1o its counter
®4ll' its paper, with a’démand for its redemption. - Hence the absolute: ne-
©! cessity for a bank not only to be prepared for the falfilment of its engage-
“ents in the ordinary-course of pecuniary transactians, bat alsg” fo’meet
&'3Hy extraordinary emergeticy ‘ini _the 'biisidess. transactions, to"which it
‘E‘;é'taﬁdé_;e;‘:‘@;o‘sgg :by!thie very nature of its organization and functions.
“'.5‘{1”:&.. [ S S S-SR S S i T PERORF EFY RN A SNAT PRI
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The only means by which a bank can keep in circulation a larger amount
than it has specie in its vaults, is by inspiring and preserving full confi-
dence with its note-holders that thespecie is always ready when they call
for it. Without this'confidence no bank could extend its circulation be-
vond the specie in its vaults, and no bank would issue paper under such
a state of things. In Kentucky, when money is worth six per cent., and
when the bonds of the State, bearing an interest of six per cent., can be
procured_ai par, or at a small premium, no man will vest his capital in
bank stocks, to be intrusted to the management of othérs, subject to losses
by mismanagement or frauds of bank officers, unless he thinks there is a
great probability that he will realize at least six per cent. on his money.
And he cannot realize this profit, (as the banks are restricted to-six per
cent. interest on their loans,) unless by virtue of the privileges conferred
by our bank charters, authorizing the banks to issue more paper than they
have specie in their vaults. But without undoubted credit, a bank cannot
keep in circnlation more paper than the amount of specie on hand ; and -
in such a state of the case it would never realize more than six per cent.
on the amount of specie paid in; from which all the expenses of banking,
house rents, clerk hire, &c., and salaries of the various officers, must be
deducted. The conclusion is irresistible that no bank could exist under
such circumstauces, .
_Under this view of the subject, it will be apparent to all, upon the
slightest reflection, that much greater punctuality is necessary in bank
operations than in individual transactions. The great majority of the
people in the community, being unaccustomed  to bank transactions, and
not having examined the importance of a bank keeping its credit above
suspicion or doubt, perhaps do not appreciate the necessity of that strict
punctuality which banks are compelled to exact. It may be laid down
as an axiom, that the ability of a bank to keep out a large circulation is
very much in’ proportion to the punctuality of 1ts debtors ; and hence the
conclusion that its profits depend upon the same principle, and are in pro-
portion to the promptness and punctuality of its customers. The com-
mittee take pleasure in saying, that, in consequence of the limited demand
upon the banks for money, they have been enabled to grant to their
Uebtors every réasonable indulgence, and haveé not exacted- that rigorous
punctuality. in.the payment of their notes at maturity, which, under other
circumstances; might have been neressary. The officers of the banks
say they have not, for several years, sued a single debtor who has. paid
~up the interest, and offered to renew with acceptable paper, for the prin-
cipal.  They, however, are inclined to think it unadvisable and altogether
- unoecessary, so_far as the debtors of the ‘banks are concernéd; 10 make
any stipulations with the legislature on the subject; as they intend to
exefcise upon this, as well as all other sibjécts properly belonging to them
in their corporate capacity, the sotindest. discretjon. - o
_“The commitiee have full confidence in’ the declared inténtion” of ‘the
.:.banks-to afford every reasonable and Proper; iudulgence, to their deptors,
_and have no doubt that when a debtor shows a meritorious claim to their
... indulgence, they will accept a renewal of his note, or afford him ‘hew. loans
Yo meetit, . ’ ' a

e R RV IS W R T TR S e .
. i+ ;The committee.are. much gratified in being able, o state, that, in their

opinion, 1he;banks have in good -faith cagried out’ and fulfilled ' their en-
gagements under the act of the last legislature. There mdy be some




f :counties which have ot received their proper amount of accommodations,
,.but in all such'casés the failure did not, in the opinion of your committee,
- - arise out of any default upon the part of the bauks. . '
(il-:_The committee ‘are‘of opinion that the banks ought 1o be fully restored

.. 10 all the Tights and privileges grahted by their charters, and that no other

.:‘?'quon @s necessary for the safety of those institutions, or to sccure 10 the
+ “ people ‘all the. benefits”which well organized and judiciously managed

‘i “Ihanks are ealculated to afford.,
X au».ﬁ_fax_x-‘l A ™ » » 2 e s
i;‘:’AII which is respectfully submitted. C
Lo - ' WM. R. VANCE,
bt o - . Chairman Senate Cornmiltee.
e : G. CLAYTON SLAUGHTER.
1 k L oa WM. RODES.
Ba - W. J. GRAVES, - - - .
._.'.:. _ . Chairman H. R. Comaniteec.

LEANDER M. COX.
WARNER CROVW,

. The undersigned concur with the committee on banks in their report.
" with the qualification that they are inclined to believe that the Northern
“Bank, at’ Lexington, did not use proper mears to procure information of
;{’the sufficiency of the principals and securities in_certain notes offered
“*from the counties of Russell, Cumberland, and Adair, and that by filing
‘'t use proper means for that purpose those counties failed 1o get the

e

“amount of accommodation which, under the act « f the last legislature,

Vthey were entitledto.

1 B

Lt e e : o , H. N. OWENS. |
o _ , SHELBY, STONE.
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+e 29! REPORT.OF THE JOINT COMMITTEE ON BANKS—DECEMBER, 184,

1871 Tie joint commitiee ¢n banks, in the execuition of the duties assigfied
%illem by thie legislature; visited the Bank of Kentucky, the Bank of Lou-
~iisvyille, the Louisville Savings Institution, the Mechanics’ Savings Insti-
“Utition, and ‘the Noithern Bank of Kentucky; and examifed, in person,
¥%he condition of each of those institutions. The committee déem it proper

: sA¢latate’ that ‘they Weré received by the officers of the' Tespéctive banks

- vkitﬁ"thelﬁtlnost couttesy ; and, in the prosecution of their investigation,
L e nd, st Laetr 1n’ atorn

the books and papers belonging to each were cheerfuﬂgsgbmmgd to their

- inspection, and every facility afforded them in the performance of the du-

FEAS44 FLINY P4 b

oftids infrusted to thent by the legislaiure. gL et

- 2190 Th additicH to the examination of the books of the banks; made by the

. Hisgimiiciee in’ person, they submifted to the president’of ‘¢dch ‘of the said

2jnstititions a'séries of Writtén' interrogatories, io which AnsWerswere re-

" turned ; all of which are now respectfully submitted to the' legisldture

. M8Greh thisteport. " They bave eXamineéd: the informatign’ fiifhishéd by the
-@haiiks, And now, present the following facts in d ¢ondéfiséd fornt'? 10
LSIMCE ‘-_ﬂf." LapAs i '.(."lf'.’.f-f:ff:,": YA, L LR RS A 14 41354 'G?:fL‘!fT"::._'E'E_‘
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Aggregate amount of notes discounted by the three banks
of issue - - - $5,539,375 81

Agpregate amount of bills of exchange discounted by

same - - - - - - - 3,518,719 26
Aggregate amount of specie on hand in same - - 2,528,035 02
Aggrezate amount of notes in circulation - - - 4,934,098 00

Of this aggregate the Bank of Kenlucky and branches
have— . '

Of notes discounted - - - - - $2856,063 66
Of bills of exchange discounted - - - - - 1610451 58
Of gold and silver on hand - - - - 1,252,814 46
Of notes in circulation - . - - - - 2194344 00
Of deposites - - - - - - - B73314 72
The Bank of Louisville and branches have— '

Of notes discounted . - - . - $863,697 59
Of bills of exchange discounted - - - - 537,616 40
Of gold and silver on hand - - - - 360,663 6%
‘Of notes in cireulation - - - - - 804,306 00
Of deposites - - - - - - . 219,867 00
The Northern Bank of Kentucky and branches have— .

Of notes disconnted - - - - - $1,819,614 56
Of bills of exchange discounted - -« 1370651 28
Of gold and silver on hand - - .- .- BB4556 87
“Of notes in circulation - - - - 7= 1,935,448 00
Of deposites’ - - - - S 730,097 37

Total amount of stock owned by the State of Kentucky, °
the commissionets of the sinking fund, and the board’ ‘
of education, is - - - - - 13444 shares.

Ofrlhat amount of_stéck, there are in the Ba'lnk;b_f Ken- C - )
tucky, belonging to the State of Kentucky =" = <. 7,000 shares.

Sinking fund =~ - s c el et i 19399 e
Board of education - AR N 1
And in the Bank of Louisville, belonging t6, ~ .

the sinking fund, en stock-book at Louis-- ey

ville .- - - 175 sh‘ar_e's'.";-; )

On' transfer books at Philadelphia, about | 235807
S 1T S
And in the Northern Bank, belonging to the State’of °=

Kentucky - St oo 2500
Sinking fand | & - Mo T T I a et 400 0 6
The State of Kentucky owns ifi ail the bahks"stock to -+ '+ .= -

amountof L - .l oLtUnRha el 9,800 shares.
Sinking fund owns'in the banks, stock to amouunt'of * *- ~ 3,209 . «
Board of education owns in the banks; stock to’amourit of: ***735.

L E et The L L Ty "’"!'.3-433444 shares.

' 62 h . . TS T L L B SOV et



978 Doc. No. 226. S ‘Doc. No.-226. 979
. 4An examination of the statement of the condition of the banks respect. 29 Lst of January, 1845, 6,492 shares; leaving of this over-issue recognised
Jvely furnished by them to your committee, and made part of this repon, ¥ and upon whichi 'dividends are paid, 6,693 shares. It is the designboftllé
will readily convince all not only of their ability 10 meet prompity 3l bank to continue to purchase in this Stock, as her means may authorize
(their engagemeiits, but to continue 10 furnish a sound and slable currency without affecting her ability to do the ordinary business of the coumry.,
to the country, sufficient for all the legitimate demands of trade and busi. o The *suit instituted - by the Bank of Kentucky against the Schuylkiil
ness.  Your commitiee do not believe that there has existed at any former ¥ Bank, ta recover the loss sustained by this fraud, bas not yet been deter-
period in the history of the State a system of banking under its authority & mined, but the committeé are’ advised by the president that the suit has
.more eminently successful in establishing acurrency free from Auctuation, ¥ been fully prepared upon the part of the Bank of Kentucky ; that notice
‘and in affording the surest guarantees to the holders of its circulation, g | for trialy as' provided- by-the practice in the courts of Pennsylvania, has
-than the present, or which more fully possessed the public confidence. g | been given, and that a trial of the cause may- be expected during the en-
- The committee, in their examinalion, deemed it their duty 1o inspect ¥ suing spring.” B
Zthe list of debtors 1o the several banks, which, upon their application, was A The comumittee addressed a series of interrogatories to the presidents of
“promptly furnished them by the officers. From an investigation of the g the Louisville Savings Institution and the Mechanics’ Savings Institu-
accounts of the debtors to the banks, your commiitee found that the dis. o tion of Louisville, which were promptly responded to by these institutions
counts during the past year have been very zeverally diffused, and were \ 3 and will be presented with this réport.” We also examined, in person the
+well secured ; that no disconnt extraordinarily large has been made 1o any 5, books of these respective institutions; found them well kept; their loans
“individual ; and that the banks, in the disthbuunn of their loans, have §.°" well distributed and’ properly secured. The Louisvills Savings Instit-
* had due regard to the producing and manufacturing interests of the State. 3¢ tonis a.depository of the funds of the government of the United States
"+ The commiitiee, in obedience to the resoltion of the house of represent. EN They are toth managed with great pru‘?lence and at very litile ex 11se-
. -atives, submitted to the Bank of Kentucky and 10 the Nerthern Bank of L and are’of great utility in the: particular s"'phe;-gg within which thegeope.’
‘Kenineky the inquiry directed by that branch of the legistatare coneern. i - rate; their Josses from bad debts have been inconsiderable, and they justly
ing the re-loan of the sum authorized under the act approved March ¥, enjoy, to & very high degree, the public' confidénce. ’ ]
~1843. The respouses of the banks to this inquity, declining (o make the s Your commitiee, in the further prosecution of their dnties in the citY-'::Of
.Te-loan in the’ manner contemplated by the resolution of 1lie house, will : Louisville, addressed to Levin L. Shreve, €sq., president of the Louisville
:He found under the appropriate head. ) ] o d Al Gas Company, a communicalion requesting from him a Statement of the
it From the inquiry made by the commiltee touching the loan made condition of that institution, and the character and extent of its opera-
Tunder the authority of that act, they are gratified in being able to state 54 tions for the last year. His reply, with an-accompanying staterient, will
;-' that the debtors have been prompt in meeting the calls as demanded : be fo"ﬁ'ifd_v"?ritﬁ“thé"@ép.arfp’ﬂ?éénzed with: this, report. ~This compan
- that comparatively little of that debt is lying over; and that no loas 10 any : by the act incorporating it, was invested.with the po'ﬁférsi of G Ségiﬁ.’ysh"
considerable extent is apprehended. The committee concur in the suffi- : bank, bt "thé ‘maih: p‘ur'pos,e of its"creation was: to-establish eas |i ht'?n-
~ciency of the reasons assigned by the banks mn declining to mske the re. - the city of Louisville’ The committee have been 'éye-hwbimegsses .%o the
=loan, as suggested by the resolution. lu will be seen, by exannianon Y eminent-success .with which it has accomplished this purpose. By its
of the statements of the Bank of Kentucky, that on the 31st of Mareh, ¥.%  agency, gas lights’' have been established throughout the most populous.
1843, about the timne this loan was originally made, the circulation of that i & portions of the-¢iiy of Louisville. of a brilliancy surpassing, it is sa};dpthdse-
bank was 1,609,354, while at this time it is $2,194,344; showing an 2 5 -ofany city inthe Unioni  While the comfort of the citigons is promoted;
. .. Increase of circulation since that period of §584,990. An examination of 1§ sgreat’additional security'is thereby given to pefsor and property. - This.
" the statement of the Northern Bank will show, that at the tinie of:h::: 1ozén s company has riof. diiring the-past year, as-will bé"s‘een:ﬁomﬁtheﬁas onse.-
the circulation of that bank was $1,188,857, while it is now §1,935 148 N of the president, exércised any of the bankin powers belongin to"ilt) but
making an increase in her circulation of 746,591, and making a fotal has confined:ifself exclusivelv to the eiefcisg of it§ manuiser §.to 1, ! Iy
increase in the circulation of those two banks combined of &!1,331,551. ‘ FY leges. = i FITERRERS privie

Under this state of fact, the committee do not bellileve;1 that arn expmsiog, ; P . e e
“to the extent contemplated by the resolution of the house of representa- o Do : COA VM, H. FI

tives, could be made with safety to the banks. The officers have assured X B : >~ WM H. FIELD
the committee that their policy had been, and would continue 1o be, to

: . ¢ ’ !
Chairman Senate Committee,

“extend their accommodations as far as should be consistent with' a due s ' £ - ¥3§S¥A%[6£{EY
regard to the constant ability of the banks to meet all their engagements. 1 | ‘ ' e o ; F.@T:_;G.HAMB.E"RS,

293 By reference to the responses of the Bank of Kentucky to !}‘10 ipterrog- 4 .
atories of the committee, in relation to the fmgt_igleut c_:ye_r_-l‘s‘s‘u?_‘olf_ the 3 -h
stock of that bank by the Schuylkill Bank, in Phllac_ielphi.g! it wnll be'seen P3

_—that the. entire amount of that issue, so far as ascertained, i§ 13,185 shares; 4 -

:zthat up to the 1st of January, 1845, there had been reco.gmsed.by the

“=bank 12,895 shares ; that the bank had purchased up of this stock, to the ; 5

T

Chairman H.. R. Committee.
_ S W. C MARSHALL,
. E..A.-GRAVES, ,
' ! 1Y H.I-GROESBKOK,
' j b L.BEARD,
i * = - SHELBY STONE.
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Count of “fund to' cover lysses,” 'and is no fonwer repofed among th

resoutces of the bank ; but this account is kept inbview and e:;amiu:;d“ib
the same manner that the suspended debt in suit js ; z,md as ‘éoileclioun
are_Tmade of debts thus charged, the amoéunt is credited to this account, ’
. 'Norraerx Bangs.—~The apportionment 'of capital between the bank
_a_q@‘ branches was-originally made in conformity to the requirements of

- the“charter; but it is the practice of the ‘principal bank to permit the
branches to become indebted to it, and thereby increase their actual ea i
tal for the time being; whénever it is perceived that a laroe mnoun!po!’
funds can be nsed by any one of them advantageously for The bank and
community.

. Excraxce.—Bills payable at the eastern cities we have cencrally pur.
chased at a discount of interest at 6 per cent. per annum for the time to
fun. " On New Orleans our charge has been, on bills maturing io the win,

- ter; nterest and from ' § to 1 per cent. exchange; and on bills flline due
at that point at other times, varying from dpercent 1o 1} per cent, bo.
sides interest; and in a few instances, in- which the bills wers at a ve
long date, as much as 2 per cent. exchange has been charged. Bills jov.
able in South Carolina we discount at 1 per cent. and ilﬁcrtst ; and on
bills payable in' Virginia 1} per cent. and interest.

. Stock.—The Staté of Kentucky owns 2,500 shares, and the eommiis.
sioners of the sinking fund 400 shares, in the stock of this bank ; the
board of educazi?n' ‘none, L
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" Extracts from Governor Reynolds’s message to the Legislature of Missouri,

. November 22, 1842,

It will be conceded by every reflecting person that no civilized nation
can attain the full enjoyment of all its natural resources in the absence of
a sound circulating medium. Any substitute for such a medinm must,
from the nature of things, be temporary and partial in its benefits, and
ultimately disastrous in its consequences.

The substitution of an irredeeinable paper currency, resting solely upon
a credit derived from temporaty and illusive causes, for the precious
metals, and paper convertible at pleasure into those metals, has brought
upon us a train of evils which has inflicted the severest injury upon all
great interests of society. Men imagined that they were in possession of
wealth, when in reality they possessed nothing but worthless promises.

Now that the mist has been dissipated, and we see nothing before us
but stern reality, it becomes us to use every proper exeriion to extricate
ourseives from the difficulties which surround us. Strange as it may
seem, there are those who contend that the remedy lies in perpetualing
the evil ; that in order to extricate ourselves from the embarrassments

Jbrought upon us by a vicious currency, we must lend to a similar cur-

rency the sanction of the law. One would naturally suppose that in
order to cure the disease, it would be necessary to remove the cause.

Temporary expedients may give partial relief for the moment, but the

invariable effect is to increase the evil and render the remedy more
diffieult, . '

The State cannot pay the individual debts of our citizens; and even if
it had the ability, and chose to exercise it, it could not do so without in-

_ flicting monstrous injustice upon the great mass of the people. Such a
" proposition would shock the moral sense of every upright man.

We have an industrious, enterprising, and economical population. Our
soil not only abounds in mineral wealth, but is admirably adapted to the
cultivation of the most valuable articles of export. With such advantages,
nothing but our own short-sighted policy can retard our advancement.
Freed from the miserable and worthless currency that has rested like an
incubus upon our energies, we would find its place supplied by a sound
and intrinsically valuable circulating medium. Our people would then
gradually but certainly recover from their present embarrassments,and all
would. fully realize the truth of that axiom in political economy—produc-
tion is the only true source of wealth. - * - ‘ :

When the State has extended to.the citizen protection of person, of

~ property, and of reputation, the enforcement of contracts, and the redress

of injuaries, it has fulfilled its chief duties. Let these purposes be accom-

plished, the imposition of heavy and unnecessary burdens upon the peo-
_ple, and an "improper interference with their contracts, avoided ; let our
citizens exexcise forbearance the one toward the other, and, continue in

T T




