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g ) , To the Honorable General- Assemibly of the State of Connecti-
L :‘ . ’ S : i cut, o be holden al New Haven. on the _ﬁ:sf W dne.sday cy"
RN 5 o _ oo C T May, 1840, - .
': } } - ;o ‘ ) MR o g ‘ A The Bank Comm!jssianc‘rs, pMm faxw, rcspeciﬁ;lly submit ”
. P : _ o . . the following Report : : : S
S ’ , T N P Oue of the Commissioners 1ppainted by the lnte Legistatnrg .
e ot o .. having declined the appoinimpnt, the tindersigned were Dot aus ’ .
i ; —_— , Do - . ‘thorized to enter upon their official dutics - unt:l the month of = ‘
R A ‘ Soptewnber last, at which timp we addressed circulars to the /
. A Cashiers of the several Banys of this State, requiring them - 4 !
5, - i ) o to transmit to us a statementlof the condition of their respee: o ).
3 - = ’ tive Danks ot the close of | ench sueceeding month.  We -y
} N ‘ : D considered this measure indigpensablé to the appropriate dise ! ]
SR } ‘ L charge of cur duties, and althugh e conld not urge the legral CG
5 . : i obhcrahon of the Banks to conform to it, it was offered as an al> o
; A ! ¥ -tarnative for more frequent pegsonal examinations thun had b
_ : made by our predecessors., ‘Those reports have been made tousy s K
; s t ) - from September to April inclugive, and although not with equal x.-")z
! . & . panctuality, nor without eoccasional personal '\pphcanon, they
o 4 D Liave been furnished by every Hank, for the whole period, without
* : f ! : exception, -
S i o R ' _ ' ' - Owing to the extensive distfust. which appeared to exist as fe
f ‘ " M . , the condition of the Jewett City Bank, and the management of
’ - . ils concerns, oy atlenlion was ear}y’* called to an nvestigation of
o : P - ' ©. s affaivs, On the Sl of September we el at the hankmc*
R ! + ' S ‘ louse, nnd entered upon a sfpict examination, to asceriain the.
.}'_.,‘ v present and prospective co:ul_iiion of this institutien. The acts
K. ; 1, ing President (the Cashier beibg absent,) afforded vy every aid
i i : ' Coe : . and fucility in his poswer, in thé prosecution of onr mvestmanon,
‘. ! C ’ - . i " nol only by the submission of}ull the books and papurs of the
a . o L ‘ ' T - : Bank to our inspegtion, but byl such verbal fuformation mxd e
Y ' ) N : :
Y !
i : o :
v }' ‘.
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_planations as were required of him. - By this examination it ap-
peared that tho. capital stock of the’ Bank consisted of 1600
shares, on each of which $40 had been paid in: That on or
‘previous to the 25th day of July last, two mdwsdt}als, resi-
dent in the State of New-York, had contracted for 1he purch'tse
of a majority of the shares of ‘the capital stock, mcludmrr all
those held by the President and by at least four of the other Di-
rectors of the Bank: That on the 25th day of July, 480 of
thesé shares wdre transforred on the boolks of the Bauk to the
purchasers aforesaid and others, and stbsequently 145 shares
more, um]\mfr 625 shares out of 1000 of which the stock.con-

‘sisted : © T hat on the same day, (25th July,) the Board of Direc- -

tors discounted paper for one of the purchascrs to the amount of
$10,000, ineluding his owh note securcd by pledge of the stock
that day transferred to him; a majority of this Board of Diaec-
tars, including the President, being composed of the same indi-
videl ds, who, on that and the dny immediately sicceeding, res
siged their seats at the Board, as having ceased to be stoclcllold

ers.  On the 26th of Jaly, at a meceling of the Directors, the
President (1. 8. Gladding) and the- (,‘ulner (John Jo}mscn) ten-
dered the resignation of thei} respective oflices, which was ae-
cepted @ Lawson G, Hoyt was appointed C'l.Sth'l‘, and a coninit-
teg named (o arrange with the Cashier elect for his salary and re-
quisite bonds. On the T4th of August, at a meeting of the Di-
reetors, John Johnson was chosen o Director and President of the
Bank : on the same day papér was discounted for the other pire
chaser to the amount of $10,000, and on the dih of Septembér
for the further sum of S8000, making $18,0600 for which this in-
dividual, being a Director, was mdebtcd to thie Bank, on notes
and hrl!s dlscouni‘ed for lis benefit, aliliough prohlbllcd by the
laws of this State from being or acting_pb a Director when his
indebtedness should excoed tlm amount 'E)f 515,400, It appeared
that the paper discounted for the two pmchasub for their indi-
vidual benelit, from the 23th of July te the 4th of September in-

clusive, amounted to $29,231 68, being nearly three-fourths of ‘the
capital stock of the Bank, aud $4000 more than the par value of
ilie; stock Ly them purchnscd On the 1Gth day of September,
the Cashier had nol givern bonds as required by law, alihough
more than thirty days lmd transpired since he had been nppomlcd,
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ror had his compensation been
ed upon the duties of his -appoj
John JYohnson, then elected and
Was 8 swckhoider in the instity
nor that any sfock had since bee
him on the books of the Bank.

for an amount exceeding its ag
Bank in circnlation, although far
by law, were compamtweiy eJc(]
Bank was,

Ou the last Saturday of M

Ou the 18ih of September,
‘It was claimed, however, that §
was in the hands of the Cashier,
stitulion.

3

stii)ulateﬂ, although he hﬁ entet-

ntment. It did not appear that
lacting as President of the Buuk,
tion at the time of his election,
npurchased by or transferred to
Thice of the Directors of the
ing-the loans before mentjoned,
tual capital. '"The notes of the
short of the amoun! authorized
essive. 'The circulation of the
L4 .
areh, 1838, - %19,304
1839, : 40,634
3000 included in the Jatter sum,
and would be returned to the in--

Wiuh this exhibition of the affairs of the Bauk before us, We

conld not dvoid an apprehension;

of danger to the public, as well

as to suech of the stockholders as had wot been parties toithe at-

rangemenl, {from a continuance of

under the existing direction, wit
authorized by the'the law of the

the operations of the mstitutmn,
1out cither President or Cashier,
State to act as such. We there-

fore forthwith represented the ¢
toreey of the State for New Lo
complaint to tlie Superior Con
don, praying for an injunction «
Bank in their husiness, &e., as

was issued by the court, and ser

ndition of the Bank fo the at-
idon county, who preferred his
't, then in session at.New Lon-
cainst further proceeding of the
rovidéd by statute, A cliation
od, requiring the President, Di-

rectors and Cashier, to appear op a day therein named, to show..

cause, &e., in due form of law,
}mu nndu this comphint satisfa
the Bank Commissiouces, that'tl

" 25th of July, amounting in the

refunded in cash or collateraily
fcans thereby provided forthe 1
tion of the Bank ; that on the 20

Before furthier proceedings were

Yoans made on and after the
whole to $29,231 68, had been
kecured to the Bank, snd ample
bdemption of the entire circula-
th September at a meeting of the-

Fory evidence was produced to

resident Direcmrs of the Bank, thie offices of President and Cash-

icr having been declared vacant,
President of the Banlk, and Joln

William F. Clark was chosen
Johnson, Cashier ; both being
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Quahﬁe& aceording to jaw, and, in our opmmn, entitled to the
confidence of .the public, of which notice wag given to the attor:
ney of the State, who, thefeupon, with the npprobauon of the
Bank Commissioners, dlscontmued farther prosecuuon of his
cotplaint, .

The condition of th‘zs Bank on the 10ih Septeniber, and at the
close of that and of each suececding month, is exhibited in the
fcllowmg statement compiled from ihieir monthly ieports:

I;“-,.’SS}_ homediate labilides.
Sept. 10, $41,302 38 gpu 128 97
80, T . 20,382 32 9,204 50
Oet. 8¢, 23,666 32 3,954 54
Nov. 30, 23,316 67 3,847 28 -
Dee. 31, 19,987 22 4,162 95

1810 .
Tan, 28, 20,542 .95 5,650 5L - °
Feb., 23, 12,316 76 " 3,575 98
Mar. 30, 20,057 78 6;386 27

By this statemept it will appear that the circulation of the Bank
has 1ot at any time sinée September been excessive, Gyhen com-
pared with its ordinary circulation; yet the rcsouiceg imrhedi-
ately available, have generally appeared inadequate o sustain tht
operdtions of the Bank without cmbarrassment, - .

"The ability of this institution, as well as of other Banks, v
meet their engagements, dcpcndmg rather upon the solvcncy
and: punetaality of their debtors, than upon the amonnt of cash
funds on hand, we have not donbted that thiis Bank has at alb
times, since Scpiembel dast, held convertible assets, exclusive of
its resources hnmediately avaitable, more than suflicient in amount
to mect s Habilities to Lill Lolders and deposilors:

On the 21st February we again visited this Bank.

The an-

" silial election of Direetors had been held sirice our last examinas

tio, aud we found that essential changes had been made in its
organization and condition.  Iibenezer Hoskine, of Auburn, in
the State of New Yaork, hat been eleeted and was now acting as
President of the Bank ; Toans had been made on paper, ohjccuon—
able, In our opinion, bolh in quality aud ampunt ; yot the Bank
had net contravened any of tlie provisions of eur statutes, nor
tould we aver that the.public were in dangér of Leing defrauded

-

Regources imimediately a*failL:i‘rj. .

Banking corpor ations,

T
S
by its operations” Whatever we. might have détermined under
other circumstinces, we did not consider qurselves at Jiberty to

~ exercise a discretion not ‘authorized by the statate, in which ony

powers are strictly defined and limited. The Commissioners be-
lieve that the resident Dircctors of this Bank are rather nominal
than vigilant.and interested minagers of its ‘concerns, and {hat
the actua.i control of the institution is in the haids of non-resi-
dent and irrespousible propristors, who employed no capital in its
acquisition ; nor'do they consult the interest or accommadation of
the vicinity, in its use. It rests, with §
determine whether any further action in th premises is necessary
or expedient ; if so, they have the power to prescribe and to ap-
ply tlfe appropriate vemedy.

On the
specie payments contmllmg an immense amount of Bauk capital,
and mnma(ely associated, as-were these Banks with the motie-
tary concerns of our country, their suspension, after having by

-an extraordinary measure of finance, drawn a large amo_um of

funds from New York and New Eogland, conld not fail to pro-
duce general alavm and distrust, and to impair, if not destroy the
copfidence of the public in the integrity and stability of our
This eveut was immediately followed by
the suspension of nealy every Bank in the States, South and

West of Pennsylvania, to which may be added lhose of Rhode.

Island. The gonflict incident to the determination, on the part
of the. Banks af New York and of New England, to maintain
specie payments during a suspension by all others, was necessarily
severe, and produced as has been observed by competent author:
ity, a state “of pecuniary distress, more intense, more generzl,
and more embarrassing than any that had before ¢ecurred inour
country”  Its effccts were severely felt by the Banks of Connect-
ieut in the return of their notes in circufation for redempiion,
with n rapidity unprecedented, while their resources were essen-
tially diminished by the retention of their funds in the suspended
Banks, as well as by the urgency of .the claims of their debtors
for indulgence. * The following statement shows the amount 6f
loans, cirenlation, and specie of all the Banks of Connecticut, as
exhibited by their monthly reports made up to the close of each
month, from September to Japuary inclusive:

General Assembly to_

day of October, the Banks of Philadelphia suspended -

s

[P
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Lanans. Bireutation, Bracle:
“September 30, $11,199,878 £3821,301 - - $458,733 "
" October ¢ 10,345,644 2,551,203 515,193
November ¢ 9,803,703 2,025,840 481,697
. Deécember . .9,602,362 1,872,793 - 470,693
1,886,140 454,433

Jammry s 596,582
By thisexhibit it *S:pears that Spf 270,088, or nearly one third

of the entire circhlation had been returited to the Banks within

thirty days after the suspension of the Philadelphia Banks.
The process of redaction in the circulation continued until

December, when it hail reached its Jowest poiut,. being less than
This con-’

eme half of the amount of cirenlation in September.
traction of theordinary carrency of our community, seeompanied
by a necessury curtailment of Bank accommodations, pressed heayi-
Iy on all clusses of ounv citizens, and the Banks, although suffering
under the prossure of their own Habiljties, wers held reeponsahl

for “the pvcummy embarrassments of the comwmunity. "Under

these adverse circumstances our Banks have sustained theiy credit, -

and consequent ability for future mc{u!nessm :
I the months of Janmry, February, nnd Mareh, we visited the
several Banks in this State, in confonmity to the provisions of the
“statute, to ascerthin by personal examivation and inquiry wheth-
er they had-been and were managed according to law.  The se-
vere ordeal through which they had so recently passed, had
proved their present solvency, and the monthly exhibits of thetr
condition had indicated their current operations and the crencml
character of their management,  Our ingniry, tizereforc, at the
Banks was prmuimﬂy dsrnctcd to wieh of their opermmn as are
- regulated by law, The jaw kaving preseribed limits to the per-
scmal Habilities of Dircctors, and the concurrent opinions of euy
official predeeessors justifying our belief that wiost of the cases of
Bank insolvency which had cecnrred i New England miglht
justly be charged to the excessive appropriation of the capital of
those institutions by the Directors to”their own use, we made this
a subjeet of siriot investigation. A stutement is annexed to this
report, shewing the amount of indehteduess of the Dircators of
the several B mlm, at diffcrent periods of the past year; the
amount of the capital steck, and of loans and discounts of the
Bauks respectively, including these to Directors ; and the amount

/

9

to which the liabilities of Directors may! be extended under the
present law. This statement is resiricted to the indebtedness of

unted for their benefit.” .
In the Repost of Bank Commi ss;gpers mnde in 1838 the 11a~
bllmes of the Dircotars of the Banks of this State, are thus

]?reoto 3. “personally and. individually, on notes and bills. dis--
¢

stawd . .
Sept. 1, 1834, Bept. 3, 1&%. Lo Eeps. 1, 1835, ept, §, 1831 g
As maker, $782,322 $1,047,161 §1,176504 $1,013810
As endorser, 827,209 ° 1,114,209 1,431,385 1,069,407
1,609,531 2,161,307 2,607,979  2,083217

In the report of 1838, the indebtedness of Direstors of all the
Batiks excepting the Hartford, Phenix, Connecticut River, er-
chants’ and Bridgeport Bunks is stated. to have been in August,
1830, &714,773; by the statement now submitied it appears that
the mdehtedness of the Directors of all the Banks, was on

October 30th, 1830, . . - $636,816
January 30th, 1840, - - —f . 538,684
Being a fraction over 6 per cent. of the amodunt of loans and
disconnis at those dates respectively. DBui altheugh the nggregate
“of the liabilitities of Dircstors may be umweptmn*rble i amount;
it may appear that in case of individual Banks, as well as of indi-

vidual Divectors, the amount of sach’ Hability is execessive when

compared with 11}9 amount of capital of such Bank, or with the
amount of loans fo others than Directors, and yet nct hwe
reached the prescribed limits to such liahility.

If the present law is intended to operate practically as a restraint
upon Directors gencrally, it wonld, appear essential that it should
at least restriot theiv indebtedness; collectively, to the dmount of
the capital stock of their respective Banks; but, as appears by
the annexed statement, this is not the necsssary operation of the
law, in those Banks whers such restriction. Is most required, that
ks ih those of comparatively smalbcapital.  3f instend of a specified
amount, the indebteduess of Direstors werd restricted to a specified
pmporuon of the capital stock, as iz the rule in somne other States,

the apparent objegt of the prescut law would with moie certainty
he attained, : : ',
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"By the first section of the sct, entitled © An Act rel_a!..iv‘e 1o
. Incorporated Banks,” the Banks of this Btate are authorized “ 1o
“jssue Post Notes payable to order, and at & time subsequent (o

issuing the same.” None of the Banks of this State have ifssued '

atiy of this description 6f paper Evithin .t‘ne iast.ttfrf:edye;}rs! nor
do their officers, so far as we have _ggerfamfzd t-hexr views, Esm(r?ate
the privilege as of anygvalue to their mshl.unons.. .f\'t the time
when the-act referred to was enacted, this dgscr_lptmu of notes
was requiréd for public acconmmodation as affording a safer medium
of remitiance, by mail or otherwise, than babk notes payable to

" beater on demand. Bat the mischievous wses to which Post -

Notes have been applied at ‘s more recent period py banks _of
other States in substituting them for current circulation, and in
forcing immense issues on the market as a means of ’e_xlcndmg
their own credit under the pretext of affording relief to the com-

mercial community, have brought this deseription of paper into -

general disrepute, and demonstrated the impolicy of allowing
Banks to issue.any uotes as a currency, not payable on der.nnnd.

" The repeal of the section veferred to, appears gxpedmnt, if not
necessaiy to secure the pablic against "the possible abuse of the
privilege it confers upon Baoks. . .

" The practice of making loans to stockholders on pledge of
their stock, is commmon to most of the Banks of this State, and
we are not convineed, that any valid objection to the ineasure
can he urged, when restricted by the sound discretion of compe-
tent Directors.  Bat when this deseription of loans are extendpd
to a moiety of the eapital stock, and are the mweans by whi"t‘;h
tiie borrowers are enabled to c_;on!rol, the operations of fhe Bark,
"to the prejudice of the minoriiy, who may be the uct_ual prapric-
dors of the capilal einployed, the practice becomes justly repre-
hensible and reguires & corrective ; and atthough we would not
interfere with the undoubted right of the Directors of a Bank to
1o determing the quality and measure of security for its lodns,
we wamld not allow the nominal stockholders of an institution, ta
decide the election of ils Diroctors and perpeluato to themselves
the control of its operations and its funds.  The probibition of
stockholders frém votirig at an clection "of Directors oh stock
actualiy pledged to the Bank, or on stock held in trust for others,

oill do much toward reform in the management of the few Banks

-

SR

“where sueh reform might be salutary, aud seill obviate the promi-
nent objection to loans an pledges of stock. | :

Investments in the depreciated paper of banks of other States
have been made to some extent, by a fow of the Banks during the
past year, and we efer to it.as ali operation, if not onlawful, yet
of questionable propriety. These banks purchased the Post
Notes of two,of the Fhil_m_i_elp'h‘iq Banks to an amount exceedihg
360,000, betvreen the months of March and Octaber last, inclusive,
at a" discount varying from 6 1-2 (o I8 per cent, per auhum.
Tliis discount, as claimed, was made Up of interest at the rate &f
t per cent. per aunum, and the residue taken as excimuge on

Philndelphia. The embarrassment resulting from the vefusal 6f
the Banks issuing these Post No '

- tes 0 pay them af maturity in
available funds, has probably furnished the best eorrective for the

procedure, and'we do not apprehend s recurrence of similar ind
vestments, The purchase and sale of the notes of other Banks,
after-such ‘Banks had detually suspended Specie paymente, had
been charged ngainst our Banks, which induced us ta make'it a
subject of special inquiry.  In four or five Bauks, we found that -
this had been done to an inconsiderable extent, and itwasgenerally
Justified as & mensure of relief to their debtors as well as to others

5t the vicinity of those Bauks, where such noles were extensively

© or almost exclusivaly eirdulated, during the period of suspefision

of the Banks of Rhod& Island. Tho effect of such & systern of
money changing, instead of relieving the community of a sputicus
or depreciated currency, is rather, tu establish it. ¥t is not oiity
raischievous in its conseguences, but irficonsistent with the legiti-
mate business of Banks, and has a direct tendency to bring those
instilutions inte disreputo. .
'The uadersigned after a carcful observation of the course of
husiness of the Banks of this State du ring the term of onr serviee,

“have been coufirmed iu the opinion that our system of banking is

on “tite whole as unexceplionable as any that has been devised.
It will not be claimed that it is without defects; many of these
have been faithfully exhibited by our predecessors, and we have
referred to such as our investigatién has expesed. The interest
and safety of the public require that paipable defects should be
provided for by ocoasional legislation; but experimental legislation
for the regalation of Bauks, whether ndopted as u measure of

-political expedicney, in aequizscence with the prejudicés of soma



" and privileges vonferred upon

12 : S

“poftion of the community, ot based upou some of the novel
theories and speculations which have charecterized our times,
may be productive of greater evils than- such us are incident to
the system as it is 7 2 Sy

The best security to the public against the abuse of the powkrs
these institutions must be found in
the integrity aud ability of those individuals who have the jmme-
diate confrol of their operations, By holding these individuals

-

strictly accountable for the management of the Banks under their

direction ; requiring them to furnish statements of the condition
of their affatrs at-shoit fntervals; and by faithful execution of
the existing luws made for their government,——such Banks as are
worthy of public confidence il be snsiained, and others cease
to be tolerated. AN MAT ﬁr‘]” - b
t ‘VIL 4 A}l A Ll g . y
-. GURDON 'FRUMBULL, i Bank Comira.

New Haven, May, 1840, ‘
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[ BearmstRNy of the capital stock, Joans, and dehis due by Directors of the several
; Baphs on the 30ih October, 1830, and B0 January, 1840, and of theamount
j - of indebtedness allowed by law tu the Directars collectively of the several
I Janks. . )
t i - Octohar 30, 3839 (Tanuary 30, 1840, inlditiaas
. Caplial Sock. | Lowme © | Dush 1 s s
A1 TBANILS. o [ ot el - A e
*{l ) ) ___ BOLLA, DOLLS. { DOLLS. DOLLS, DOLLS, ' DOLLY.
; Haftford, L8000 1 14700208 { 19,334 1960461 | 23,000, 12200
' Phanix, ] 100 | 16308517 40000 14869630 . 58007 1,800
£ Farmers and Mechanies’, 516,300 6461161 434101 604021 39,192 187,700
' Connccticm River, 250 (00 233,184 1 35,003] 221480 12,481 93 950
vt Rxchange, 400 000 RATATL] 40,1801 AR 262 51,471 149320
!+ Dew Haven, 364800 | 42vI1 d 395504 2000| 107700
i’ New Heven Coanly, 501,000 561,006 1 12021 H3,072 11,0001 137,650
. Mechanies’, 473,050 34450 aerr] SHLBI0] 321156 193000
b Ciy 500000 | 471043 481971 430403 | 159320 18120
v Meriden, . 150,000 159,338 16,1181 130,080 63341 0LC.D
’ New Londen, 152,623 170576 | 1342071 161,660 21,108 135625
! Union, 100,600 124,538 | 6780 | 108,284 168651 167000
T Whaling, 1536501 143339 | 216400 MEET| 95,605) 122925
. Norwich, 210,000 0909321 16,000 9633321 16,000 170,308
i Thumes, 09,500 8511 211761 WTA541  2ERRW| 111,000
' Quinebaug, 00,000 £06.45% 1 147,0001 405241 M5,800) 197,508
: Merchants’, T 155,250 203441 1 18,315 191,877 4129 151,203
! Stonington, * 56,700 1075141 123800 86,3201 17,883} B0
Pt Mpse, 50,000 71241 V160507 60,183 14,433) 143400
- Tswen Clity, 40000 53,826 1 0,615 55,009 19875 103400
1 Connecticui, opooaD| 2290235 | 14780 810,198 20469 | 176,500
: Fuirfietd County, 176,910 196,323 24001 160,308 2,460
o Bridgeport, VAR 202eR7 160) 176,784 1504 113600
.ot Stamford, y 83250 122826 10,8837 103046 88071 116,778
o Windham County, 101,700 156,924 1 - 10403 103913 § . 10,8581 150,800
; Windhem, 59080 995071 2085 g1.085] .,1398) 103250
. Thenpson, 80000 301231 3,000 36| T8E051 113,000
Py Middleiown, 439,300 458,556 | 70001 @45.942 33001 129,440
T Middlcsex County, 2104001  28156L) 5500) 214190 44631 136,200
. Best laddam, £1.000 09’031 | oRDT6]  soa3a| 93,626) 143810
© TeRsad County, 75000 | 15H5881 1614} 1963811  3,987] 93003
: 867,000 ) 10,315,018 | 636816 95065831 588,084
*
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