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Extract of a letter lo (he Secrelary of the Treasury.

SraTE AUDITOR'S (JFFICE, )
Providence, December 4, 1858,

S1r: The system which has been adopted in this State for the ]a§t.
vear, of Tequiring eemi-monthly returng from all the barks of their
principal accounts, works well. It is, in my opinion, the best guard
and security to the public against overissues, and all bad and illegiti-
Toate practices in banking that can be devised. It at the same time
furnishes business men reliable information of the amount of local
currency furnished by the banks from one month to another, which is
useful to them as a basis for business operations. It would be wise, I
think, for all the States to adopt the system of semi-monthly returns
in addition to the semi-annual returns, .

With high respect, dzc.
With high respect, &e., WM. B. WATSON,
State Auditor.

F 1.

! coxsecriouT.
Beport of the Bank Commissioners fo the General Assembly, May
sesston, 1858, ™

To the honorable General dssembly of Connecticut:

The report of the bank commissioners is herewith submitted, Since
our Jast annual report the country has suffered from a financial revulsion
almost unparalleled in monetary and commercial history. .

Cornrmencing with a sudden decline in the price of public securities,
and the failure of one or two large institutions, it extended throughout
the whole financial and commercial interests of the country. )

Banks and banking institutions and private credits that had with-
stood the storms of years past were swept away, and public and
private euterprise throughout the land for a time almost paralyzed.

The banks of our State standing as they have among the first for
soundness and stability, having an outstanding circulation at the
beginning of the panic of over $10,000,000, were among the first to
feel the pressure of the times.

A want of confidence in the circulation of banks generally, and the

difficulty of obtaining exchange on New York in remote sections of

the country, caused a sudden contraction of the currency of the banks
of this State, (large amounts of which were in use in other States,)
which proved a source of great temporary embarrassment. )

On the 1st day of July the circulation of the banks of this State
was $10,411,000; on the 1st day of January it was reduced to

CUFDITION OF THE BANKS. a7

$4,150,265, a contraction of over $6,000,000, and most of which took
place between the Ist of August and the 1st of November, The
ability of the banks to sustain themselves without breaking down their
custormers, under a contraction so unprecedented, exhibited g degree
of sonndness and stability which wust place them high jn the confi-
dence of the public of this and other States.

With but few exceptions they continued to redeem their notes in
Boston and New York, and to pay specie at their banking-houses until
the general suspsnsion of the banks in New York and Boston, which
took place on the 14th of October. On the 15th most of the banks of
this State suspended specie paymeut, but in a majority of cases con-
tinued their redemption in Boston and New York, thus keeping the
currency of this State from depreciation, and enabling all parts of the
country possessing it t0 go forward in the liguidation of their debts
without suffering loss from the currency of Connecticut,

The Legislature at its last session granted special charters for nine
banks of disconnt, viz: The Atna Bavk, of Hartford ;: Bank of Nor-
walk, Norwalk; Clifton Bank, North Stonington; Granite Bank,
Voluntown ; Merchants aud Manufacturers’, Hartford; Mohegan Bank,
Pawcatuck ; O} Lyme Bank, Old Lyme; Pequot Bank, Norwich ;
Putoam Baok, Putnam. But four of these banks were organized, viz:
the Atna, Merchants and Manufacturers’, both of Hartford, the Bank
of Norwalk, and the Granite Bank, all of which, excepl the Granite
Bank, are now transactiog busipess,

Prior to the general suspension, several of the banks had become
embarrassed and unable to meet their Liabilities, and from cauges
which, in the opinion of the commissioners, called for the interposition
of the courts. The first case was that of the

Bank of Hartford County.—This institution was visited by the
comamissiopers in the month of September, and several days were
devoted to an exawmination of its affairs, which developed the fact that
with a seriously impaired capital, and with limited cash Tesources, it
had an outstanding circulation of $440,000 which it was totally unable
to provide for.

A further examination into the affairs of the bank exhibited great
mismanagement on the part of the directors, ard daplicity in their
statements to the commissioners. Large claims, amounting in one
instance to over §80,000, had been entirely concealed by being placed
in the pames of responsible parties, under an agreement that they
should be held harmless.

In other instances, large amounts of debts, the character of which
the commissioners could know nothing about without investigations
out of the bank, were represented by the directors to be good and
available, when in fact it was evident to them that they were either
worthless or nearly so,

With a knowledge themselves that the losses of the bank had
seriously impaired its capital, the directors, on the Ist of July last,
declared and paid a dividend of four and a half per cent., which was
an increase of one-half of one per cent. over former divideads, and
involved the payment of §30,000 to the stockholders, and at a time,
too, when the bank was hard pressed to pay its debts to the public.
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Upon the development of these facts and the entire inability of the
bank to provide for its circulation ar depositors, the commissioners
proceeded to apply to the honorable superior court, then in session,
Judge Park presiding, for an injunction.

A citation was issued on the 21st of Beptember, and a hearing was
had on the 22d, which resulted in the graating of the injunction and
the appointment of Messrs George M, Bartholomew, John Hocker,
and Alfred Gill as receivers ; subsequently Mr. Gill retired, but it was
pot deemed necessary to fill the vacaney.

Under the energetic management of Messrs. Bartholomew and
Hooker, the circulation was redunced down fo about §100,000 in ihe
short. period of four months.

During tbis interval the directors of the bank called a general meet-
ing of its stockholders, and it was voted to ask for 2 reduction of the
capital stock to a par value. This was done by the commissioners and
directors on the 29th of December under the provisions of the statute
in such case made and provided, by reducing the capital stack of the
bank from §600,1.00 to §300,000. Tt is believed that this reduction
will folly cover the losses and leave the bank with a sound capital of
that amount.

On the 2d of February the baok applied for a dissolution of the
injuncticn, and the court, upon a hearing of the case, being satisfied
that the bank could resume its business with an unimpaired capital of
$300,000 and available means for meeting its liabilities, dissolved the
injunction.  After the reduction of the capital stock, George 3. Bar-
tholomew wae elected president. Uunder his management, itis believed
the bank will become a reliable institution.

The commissioners would respectfully recommend to your honorable
body to approve of their action in reducing the capital stock.

In the course of the liguidation of the currency of this bank, it was
discovered that registered mnotes of the bank which by the books
appeared to have been cancelled by the treasury department, and for
which the securities had been surrendered, were still in circulation.
The treasury department of the State showed that these notes had been
received and cancelled and it was supposed discharged. Subsequent
events proved them to have been secreted by a former clerk of thas
department, W. 8. Carter, in whose hands they were placed by the
bank agents for destruction, and afterwards put in circulation. About
$6,0569 of these notes have been presented and paid by the bank, and
it is & question of some importance to determine whether the bank
must suffer this loss occurring from a misdemeanor in the State
department.

The Bank of North America, Seymour.—This institution was the
subject of comment in our last anntal report in regard to its suspended
debt and probable losses, but it was hoped that under a new manage-
ment 118 aftairs would be improved. Dnt an examination during the
month of September indicated considerable embarrassment, which
restlted in a suspension of specie payment on the 1st of October.

The bank had wade large loans to parties residing out of the State,
on entirely unavailable security, to a’ large amount, which were dis-
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honored at maturity, leaving the institution without means to redeem
its circulation,

Its general management was bad, its directors seldom met, its sus-
pended debt largely increased, and its capital stock impaired fo a
sericus extent.

The immediate liabilities of the bank for circulation, depgsits, and
bank balauces, amounted to §70,759, to meet which they had in specie
and specie funds but §1,072,

Under these circumstances, the commissieners applied o the hon-
orable superior court of New Haven conuty, then in session, Judge
Butler presiding, for an ipjunction, A hearing was bad on the 8th of
October, a temporary injunction was granted, Messrs. Thomas Ranson,
Raymond French, and P, B. Buckingham were appointed receivers,
and the case adjourned to the 15th of December, when a farther
}Jiearing was had before Judge Park, then holding conrt in New

aven,

At this hearing Messrs. Ranson and French retired from the board
of receivers, and Charles B. Waoster, esq., was assoniated with Mr.
Buckingham. The further hearing of the case was then postponed
unt’) such time as it should be called up by the commissioners.

~On the 10th of April the case was called up by the commis-
sioners, the superior court, Judge Butler presiding, being then in
session,

After a full investigation by the court, it was ascertained that the
receivers had reduced the }iabilities of the bank for circulation, deposits,
and balances, down to $48,541, to meet which they had iun specie funds
and the bills of the bank $22,932.

The court therefore ordered that the receivers should, first, liguidate
the general circulation of the bank; second, pay its depositers ; and
third, apply its remaining cash resources to the payment of other
liabilities as fast as the means could be collected.

The injunction was continued, subject to the forther orders of the
honorable superior court, and the receivers ordered to make returas of
their doings to each session.

The assets of the bank now remaining amount to about §169,000;
how much of this amount will be collected is very uncertain. The
receivers, Messrs. Buckingham and Wooster, have acted with prompt-
ness and energy in collecting and liquidating claims against the bank,
which will be paid in full.

On the 6th of October the Charter Oak Bank, the Mercantile Bank,
and the Exchange Bauk, of Hartford, by a joint agreement, suspended
specie paymeit,

These banks had not the excuse of sudden Josses or exhausted
resources, for each of them had specie in their vaults, and facilities to
a greater or less extent for obtaining redemption funds for immediate
uge,

The commissioners could discover no other course, under the circum-
stances, but to ask for an injunction in each case,

They therefore applied to the honorable superior court, then in
session, Judge Park presiding, for such injunctions upon these banks
as would restrain them from discounting paper, increasin g their circu-
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lation, or giving any claims against them a preference over their bill-
holders, until a full investigation of their affairs could be had by the
commissioners. ) N

The court promptly granted the injunctions applied for, restraining
them in the manner stated, but, to facilitate the collection of their debis,
allowed them to receive their own notes in payment for debts due to
each, respectively. ]

These injunctions were continued until the 3d of December, when a
final hearing was had; and upon its appearing to the satisfaction of
the court, in which the commissioners concurred, that these banks
were each of them able to resume their business, the injunctions were
dissolved. o ) o

Duriug the period covered by the injunctions the commissioners
made a full and detailed examination of the assets of each of the three
banks, )

T'he Exchange Bank.—The Exchange Bank had for a series of years
carried a heavy amount of protested paper of a doubtful character, and,
in the opinioun of the commissioners, should have ceased the making of
dividends more than two years ago. o

The suvgestion had been made to them by the commissioners, and
a dividend was passed in January, 18537, but in July a dividend of 4
per cent. was declared and paid. ) L

The commissioners considered this dividend to have been both injudi-
cious and illegal, for it was evident that the payment of it impaired the
capital of the bank.

The bank had suffered embarrassment from the non-payment of large
loans to parties out of the State and to corporations within this State,
and had not improved the condition of these loans at the time the Jast
dividend was declared, )

A further examination into the affairs of this bank revealed a defi-
clency in its assets amounting to about $25,000, which was explained
by a defaleation in the accounts of the cashier. This development
indicated great carelessness on the part of the officers and directors of
the bank, for the defalcation had extended through several years, ?.nd
was confined to the account with their corresponding bark in New
York, and would have been exposed had the monthly statements been
carefully examined and tested with their own books.

The directors have experienced some annoyance from the large num-
ber of directors required by the charter of the bank.

The system of accounts in use by this bank was not adapted to 50
large a capital, and did not afford the president and directors that ready
information as to its condition and resources which is indispensable in
the management of an extensive banking business, i

The Habilities of the bank at the time it was enjoined, for circula-
tion, deposits, and balances, amounnted to $230,000, and their specie
and specie funds were reduced down to $12,959.

When they resumed, the liabilities referred to were reduced to
$141,811, and their available funds amounted to §67,000. The bank
has now retired its surplus by charging over an equal amount of its
losses, and it is expected that dividends will be withheld until the

earnings have made good the capital stock, A. G, Hammond, esq.,
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formerly of the Hartford Bauk, has assumed the cashiership, and his
experience and ability, it is hoped, will aid to restore the bank once
more to a proper condition.

The Charter Oak Benk.—The esamination of this institution indi-
cated that their embarrassment did not arise from having made serious
losses, but was chiefly owing to having, in addition to a large circula-
tion, a& heavy amount of outstanding certificates of deposit, Jarge
amounts of which were unexpectedly called for, and negligence on the
gart of the directors in not providing means suflicient to meet its lia-

ilities,

The amount on deposit in this bank, represented by certificates
bearing 6 per cent. interest, exceeded $200,000.

The bank had been in the habit of making large loan; to western
parties, principally for the benefit of the circulation, and protested
paper accumulated on their hands until it reached the sum of $225,000,
but nearly the whole of it was protected by collaterals in addition to
names which were at the time supposed to be good ; and to this pre-
cantion the commissioners atiribute the solvency of the bank,

The practice of buying paper in New York, which practice this
institution has persevered in from the beginning, the commissinners
regard as both illegal and dangerous to the bank, and should be
abandoned.

In Febroary last the bank paid a dividend of 3 per cent., althongh
at the tiwe it had on hand over $200,000 of protested paper, and had
not for several months been able to provide for its circulation or the
payment of depositors.

The Mercantile Bank.—The Mercantile Bank was first embarrassed
in consequence of the failure of its correspondent in New York, which
quickly succeeded that of the Ohio Life and Trust Company.

The bank on the 25th of August had an outstanding circulation of
$473,000, but continued to perform its redemptions and meet its
liabilities until the 8th of October, when, us we have before stated, it
united with the Exchange and Charter Oak Banks, and suspended
payment, and was enjoined.

After a careful examination of the pssets of the bank, the commis-
sioners were satisfied that, although it had a large amount of paper not
immediately available, its ultimate losses would not be so serious as to
impair the capital of the bank beyond what the passing of dividends
for a proper period would restore.

Betore the injuuction was released the circulation of the bank was
reduced to $93,296, and their redemption funds had reached a sum
sufficient to justify the commissioners in consenting to a release of the
injunction, which was done as before stated.

The president of the bank, John W. Seymonr, subsequently ab-
sconded, but without inflicting any serious loss to the bank, and a new
president has been elected. The commissioners are assured that no
dividiend will be declared until the same can be done in fu)) compliance
with law.

The Colchester Bank.~~This bank was the subject of some action by
the general assembly at its last annual session ; a special committee
having been appointed to investigate some alleged alterations in the
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charter, the distribution of its capital stock, and its generaj manage-
ment, which resnlted in the passage of a resolution requiring the bank
to have a change of officers and a new board of directors and a re-dis-
tribution of stock to the satisfaction of the bank commissioners. The
commissioners visited the bank in the month of September, and found
the required change of officers and directors had been made, and the
new officers making an effort to change the stock in accordance with
the resolution of the general assembly.

At this visit a full esamination of the entire assets of the bank was
had; and while the beoks and the general statements gave no evidence
of improper mapagement, the commissioners were not satisfied that
the institution was entirely above suspicion. )

A week later the bank ceased its redemptions in Boston and was dis-
credited in New York, when the commissioners again visited it and
endeavered to ascertain its true position. Its general circulation was
at that time, as shown by the books of the cashier, abount $14,000, six
thousand of which had been redeemed by banks in New York, leaving
but about $8,000 of its notes in general circulation, The commissioners
were satisfied, from circumstances which had come to their knowledge,
that this was not a true state of the bank’s liabilities. At this time
the directors were negotiating with 8. F. Jones, jr., the former cashier,
for the transfer of stock owned by himself and other members of his
family for notes whick the bank held and had been discounted for
them, and applied to the payment of their stock, to the amount of
$56,080. Arrangements were making, in case such negotiations conld
be effected, to transfer the stock to other parties in Colchester and
its vicinity, thus relieving the bank of the Jones interest, which con-
stituted & majority of the stock, and which had been the objection to
the early ovganization and subseguent progress of the bank., This
was finally accomplished, and to the satisfaction of the stockholders
and directors, and it was thought the bank could make an early trans-
fer of the stock and resume its usnal business.

Under these circumstances, with the expectation of an early resump-
tion of its redemption, the bank was permitted to make the desired
arrangement in transferring the stock, with the understanding that
no more cireulation should be issued or other business of banking
transacted until it was accomplished, '

In the latter part of November the commissioners became satisfied
that there was more circulation in the hands of the public than had
been legitimately issued, and on the third day of December they made
the institution another visit in order to ascertain if possible whether
such was the case. .

In the course of this examination it was found that the bill
rendered to the bank for the original engraving and printing, which
had been in the bank at the commissioner’s first visit in March, 1857,
was missing, which deepened the suspicion that the virculation of the
bank was not properly represented. The amount of notes printed for
the use of the bank from which the circulation was made up was
orgininally §74,000, as appeared by this bill. A farther examination
developed the fact that the former cashier of the bank had caused to
be printed, by s firm of lithographers in Hartford, from the plates of
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the bauk, between the fourth day of March and the fourth of August,
bills amounting to $101,108—a ¥zet of which the president, directors,
and cashier must have been fully aware, for on the 26th of August
the party who printed the notes addressed a leiter to the cashier, in
answer to one from him, giving the date and amount of printing, and
to whom delivered ; and an examination of the sheets of unsigned
notes, and athers in the bank and vault, would have exposed the [act
that there was a deficiency of notes of about that amount,

The former president of the bank, J, H. Buel, of Marlborough,
was examined; and testified to having signed notes as they were pre-
sented to him without keeping any record of the number of sheets,
the amount or denomination, and that he sigued and delivered o
Jones, the former cashier, a large amount of bills {n the lattar part
of July, and also the latter partaf August or the first of September,
after Jones had ceased to be cashier of the bank, and that he (Jones)
took them from his house and promised to deliver them at the bank,
but which, on inguiry, he found had not been done, It was evident
from these facts that there was a large amount of notes (over
£100,000) signed and ready for cirenlation in the hands of Joues, or
other parties, obtained from the bank by fraud, and that immediate
action was necessary to prevent the public from beiug defrauded
thereby.

By the laws of our State ap act of this kind by an officer of & bank
is made a felony, and, under advice of counsel, a telegraph was sent
to the preper authorities in New York, where Jones then was, to
cause his arrest, and an officer was despatched to the governor of the
State for a requisition. He was accordingly arrested, but before the
requisition of the governor could reach New York, and the Proper
papers could be prepared, he was released by the general superin-
tendent of police, who had caused Lis arrrest, for the want of a proper
warrant, or authority to detaia him in custody.

The commissioners immediately applied to the honorable superior
court for New London county, Judge Seymour presiding, for an in-
junction against the bank and the appointment of receivers on the
18th of December, which was granted, and Edward Y. Thomas, of
Colchester, and H, H. Starkweather, of N orwich, appointed receivers.
Sixty days’ time was given for the presentation of claims, which ex-
pired on the first of March last. There was presented an amount of
bills equal to the whole legitimate ontstanding circulation, and over
three thousand dollars of the overissue.

There are assets sufficient to pay these claims in full, as well ag
all claims due to depositors, but will involve a large loss to stockholders.

The bank is still in the hands of the court, and such orders will
doubtless be made as the public interests require.

The Granite Bank.—The Granite Bank of Voluntown commenced
the issue of bills on the 3d day of November last, just six days after
the payment of the first ten per cent. upon the capital stock.

This early emission of bills induced the commissioners to visit
Volantown at once, and examine into the condition of the bank.

The investigation exposed one of the most deliberate attempts at
fraud ever known in the State. The first ten per cent. of the capital
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paid to the commissioners named in the charter had been given back
by the directors tu the parties who furnished it, and the paying in of
the forty per cent. was a mere pretence, the money used being the
bills of broken banks and worthless checks upon banks out of the
State. _

The concern presented no external evidence of banking ; they had
no fixed place of business, no vault or safe, and no books, except a
single memorandum book of stockholders’ names, all of whom were
residents of this State, and it was not until after some lengthy and
troublesome investigations that the history and true character of the
concern was arrived at. .

It then appeared that parties residing out of the State were the
real owners and managers of the bank; that the nominal stoci;hol_ders,
who were residents principally of Voluntown, had been furnished
meaus of the kind stated for payment on its stock, and they were en-
tirely under the control and direction of the parties referred to.

1t also appeared in evidence before the commissioners that nearly
all of the money used in paying in the first instalment was in bills
of one of the banks of Utica, New York. i .

The balance of the §50,000 was made up of §25,000 of the bills of
broken banks and §15,000 in worthless checks.

On the first visit of the commissioners they were not afforded an
opporturity to inspect the assets of the banks, as the same were pro-
fessedly in a leather valise, which was locked, and the key was in the
bands of the president, who was then in Boston making arrangements
to redeem vhe currency they were putting out. .

The bank pretended to haye issued none of its bills, bat the com-
missioners ascertained that more than $23,000 had been signed and
could not be produced. All or nesrly all of this amount had bfen
distributed among the outside parties, who were issuing it in New
York by hypothecation and otherwise, to enable them to make a be-
ginning in the issue and the redeeming of currency. L

The headquarters of the .concern in New York were at a drinking
saloon in Broadway, kept by a firmo under the name of Prescott & Co.,
from whose assaciates was recovered the $25,000 of worthless bank bills
before referred to, which had been removed from the valise between
- the visits of the commissioners. They proved to be the bills of the
Merchants’ and the Mechanics and Manuofacturers’ Banks of Memphis,
Tennessee, ) ¢

The principal parties out of this State were Samucl Waggoner, o
Ohio, and Alexander Miller, of Bufialo, and in this State Roswell C.
Peck, of Hartford. All of these parties, together with the president
of the bank, have been arrested, and are held on bail for trial, nnder
proceedings by the Hon. Elisha Carpenter, State attorney for Wm@-
bam county, who acted as counsel for the commissioners during their
investigations before the court. Lo

The bank was enjoined on the 10th of November, on application of
the commissioners to the honorable superior court, then in session at
Brooklyn, Judge Butler presiding, and Amos D. Lockwood was ap-
pointed receiver. ‘

The circulation of the bank has been reduced down to about 3,000,
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and the assets and unpaid stock, it is supposed, will amply provide
for the same, and protect the public from loss,

The Litchfield Bank of Litchfield, ihe charter of which the legisla-
ture amended last year so as to enable them to commence business
when $100,000 of capital was subscribed and $50,000 paid in, wasg
organized by the commissioners named in the charter for that purpose
i August last, at which time the first 10 per cent , amoanting to
§10,000, was paid in.

The stock of this bank was distributed to seventeen persons, all of
whom were residents of this State with the exception of one, who
resided in Philadelphia.

Five persons subscribed for §10,000 each ; one person subscribed for
$7,000; eight persons subscribed for 85,000 each, and three persons
subscribed for §1,000 each, and all of the subscribers, with one excep-
tion, paid their first 10 per cent. in the bills of one of the banks in
this State.

Ou the 4th of November the bank commenced business professedly
with a paid in capital of $50,000, but it is very evident, from an ex-
amination of the books of the bank, that no such sum of money was
paid in, and that notes were discounted for the rarties above referred
to, and treated as capital.

The paper discounted was ip fifty-five notes, and amounted to
$47.953 7s.

The further progress of the bank was checked by the commissioners,
and its management was changed by the election of another resident,
since which time the bank hag undergone a considerable cllzange for
the better, and is now represented by 1ts officers to be possessed of g
paid in cash capital of $50,000,

. Notwithstanding the very meritorious conduct of the banks gen-
erally in the State during the late panic, the commissioners have
many serious cases of violation of law to report,

Heretofore this has been done in a general manner, owing to pre-
tences and claims set up by many of the hanks that they differed with
the commissioners in the construction of the Iaws, and some of the
laws they had overlooked.

In order to do away with this difficulty, the commissioners made 3
careful compilation of the banking laws, and forwarded to each bank
in the State a printed copy. This was done as early as possible after
the rising of the last legislature, and was intended to leave the banks
without excuse if they persisted in their illegal practices.

One of the most flagrant cases is that of the Quinebaug Bank of
Norwich. They have uniformly disregarded the law relating to the
per cent. of specie they shall keep in their vaults, and generally the
deficiency has been not less than 33 per cent.

They have also viclated the law relating to the amount of loans to
one individual or firm; also, the legal Yim1t for loans ont of the State.
In December Jast the loans out of the State were not less than $200,000,
and their foreign and domesic paper under protest amounted to over
$£225,000.

To one party out of the State their loans amounted to over $70,000.
All or nearly all of this amount was on paper discounted at 10 and
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11 per cent. per apnum. The notes in some cases had two vears to
run, with interest of 10 per cent per annum stiptilated in the nores
themselves, payable semi-annually. To another firm out of the State
thuir loans amounted to over $60,000 on paper which was upon shorter
time, but not at so large a vate of interest. Toa rallroad‘ company,
also out of the State, their loans exceeded $40,000, also at rates ex-
ceeding six per cent. Nearly all of these parties were unable to pay
their notes at maturity; consequently the bank was obliged to suspend
all its redemptions, and its currency depreciated so far as to induce
the bank itself' to refuse it in paymens of notes falling due at its own
counter in cases where the paper was not owned hy the bank itself, ]
This bank claimed to bave surplus earnings of over $40,000, but, in
the opinion of the commissioners, their losses will retire the \f'ho}e
amount, and several years willl}iae req'itn{ed to restore the bank to a
thy state, with a full available capital. )
heflf}hl;}Shetuéket Bank also, of Norwich, with a capital of $109,000,
had oans out of the State amounting to over $70,000, of Whlfh 850,000
were to 4 single railroad company, and all at rates of from 7 to 11 per
t interest per annum. ‘
cer"I‘heHNorwiéh Bark bas also discounted paper at from 7 to 12 per
cent. per annum. ‘The same is also true of the Merchants’ Bank of
Norwich, and nearly halfltheir capita}q _h:is bein employed in loans fo
ilroad corporations at illegal rates of interest. ) '
ral’%‘rhe %nca}; Bank of Norwich has neglected the law in relation to
amount of loans out of the State, and has dealt in railroad paper at
e of 10 per cent. per annum, i
the‘l‘{mitlr(;n Baluk of F aIlJls Village exceeded in one instance the legal
limit of loans to one party or firm, the same being to a railroad corpo-
jon out of this State, )
ra?ﬁg (}N;rfolk Bank has violated the law in two instances of loans
to directors, and in one instﬁnce the amount so loaned exceeded the
t prescrived by their charter to any one person.
amT(‘)];lg \N-'?hfsted Banﬁ: has also exceeded the limits of liabilities allowed
irector, )
® 'f‘l}]li garngatuck Banlk, Westport, has almost uniformly been short of
i t 54,000,
Bp?ﬁeeaﬁlzg?mfrs,’ Bank of Bridgeport has violated the law of loaus to
directors in one instance, and has made a_dividend, which, 1nﬁouz
opinion, it had not the legal ability to do, if its losses had heen firs
g -
Ch?l‘rl?: %)iﬁbury Bank has exceeded the legal limits of loans out of the:
State, and in one instance the amount to be loaned to one party. ?he,\
have also discounted or bought paper in large amounts, at rates from
nine to fiffeen per cent. per annum, of which nearly $100,000 was in
the bank at one time in September. ) .
The Pahquiogue Bank, Danbury, was fonnd short of specie at tlmezé
ranging from §2,000 to $12,000, They had in seve'ral m_stancis
exceeded the legal limits of loans to one party, but their business
confined almost entirely to parties in this State. ] )
The Manufacturers’ Bank, of Birmingham, has in ope instance
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exceeded the law in discounting for one of its directors, and has bought
some paper at rates of from eight to thirteen per cent. per annum,

The Windbam Bank, of Windham, has purchased paper at rates
from eight to thirteen per cent.

The Waterbury Bank has loaned to one director exceeding the legal
limits. '

The Middlesex County Bank, of Middletown, does & large business in
the purchase of paper in New York at rates varying from seven to nine
per cent., placing it on its books in the mames of persons who do
not endorse it or have any interest in it, and thus make it home
paper,

The Middletown Bank has also purchased paper at more than the
legal rates, of bankers and hrokers in this State, to a large amount,
entering it on their books in the names of parties who have no interest
in it, and who did not endorse it.

The State Bank, of Hartford, had a loan to one party in this State
which had been accumulating for some time, which far excseded the
legal limits ; they have also renewed western paper at rates of from
seven to ten per cent. :

The Merchauts and Mapufacturers’ Bank of Hartford has not
regarded the law in relation to Ioans to directors.

The Home Bank, of West Meriden, has violated the law relating to.
loans to directors in one instance. The bank has had large dealings
with brokers in this State, from whom they have bought paper at rates.
from seven to ten per cent.

The Meriden Bank, of Meriden, has purchased paper of brokers in
New York at the rate of ten ter cent. They have also violated the
law in one instance, relatin g to the amount to be loaned to one party
or firm,

The Clinton Bank, of Clinton, has violated the law limiting loans
to directors, in the case of four of its directors.

The City Bank, of Bridgeport, has violated the law relating to
specie, by not keeping in their vault the amount reguired by law,
They profess to have $8,000 in the vauit of another bank, but it proved
to be a certificate for specie for which they had paid four per cent. per
anoum for several years, The bank was allowed to suspend zpecie
payments for want of means to redeem its circnlation at the counter,

The Whaling Bank, of New London, has purchased paper at rates
of from seven to twelve per cent. per annnm,

The Bank of Commerce, of New London, has violated the same law
i the same manner ; also, the New London Bank, of New London,

The Mystic River Bank has violated the law regarding the amonnt
of oans out of the State, and the Pawcatuck Baunk has discounted for
two directors bevond the legal limits.

The Jewett City Bank, Jewett City, with a capital of but $62,170,
is doing bt little business at home ; most of the paper discounted is
furnished by non-residents, who do not endorseit. The bank has alzo
loans out of the State beyond the legal Limits, and- has loans to one
director beyond the legal amount. This bauk has no surplus ; its
losses on suspended paper will make it uecessary for them to defer the
making of dividends until the bank has made up its losses. In the

H. Ex. Doc. 112——7
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bapk was found a note of $3,333, which was discounted in December,
1856, having then eight years to run. The discount was taken out
for the whele time, and carried to the credit of earnings, and was used
to pay the next dividend. -

The Stafford Bauk, Stafford Springs, has purchased paper at rates
of from seven to twelve per cent. of brokers in New York.

The condition of the New Haven County Bank has not materially
improved since it was first reported to the legislature in 1838,

Some portion of the debts due the bank have been adjusted by taking
therefor a direct interest in the real estate located in Brocklyn, New
York. This arrangement covered $137,135 of the Dwight debt, and
to profect this interest the bank is obliged to pay its propertion of
the interest upon the first mortgages upou the property ; also, its
share of taxes and assessments for improvements. These items increase
rapidly, and last year amounted to $16,000, which included, however,
a smsll payment to the first mortgagess.

The total assets of the bank which pay no interest amount to about
$400,000.

The directors have been careful, at all times, to keep at command
available means sufficient to protect the bill-holders and depositors.
But it is ot in harmony with the uniform policy of the State to allow
a bank so greatly depreciated to represent so largea ca%ital stock. In
the opinion of the commissioners, the capital of the bank should be
reduced to & proper level, or its affairs placed in liguidation,

The Pheenix Bank of Hartford has a large suspended debt growing
out of loans made to H. Dwight, jr., and the Chicago and Mississippi
railroad, part of which is now represented by property in Brooklyn,
New York, amounting to $208,491, and other suspended paper amount-
ing to $138,733, making a total of $347,224, from which must result
a large loss, and which, in the opinion 0" the commissioners, rendered
the dividend made by the bank in March last one of doubtful
expediency, if not entirely illegal.

The City Bank of New Haven, with a surplus of $72,739, bas also
an interest in the Brooklyn property, amounting to $60,742, and they
have also suspended debts and bonds amounting to $130,258, making
a total of $191,000 of assets now unavailable.

Their losses under these assets, in the opinion of the commissioners,
will more thap retire their surplus and render it necessary to defer the
making of dividends for a limited time, in order to restore the bank
to its full capital. This bank declared a dividend of three per cent.
in January, which we do not consider it had the ability legally to do.

The Merchanty’ Beak of New Haven, with a surplus of §43,000, has
an jnterest in the same property in Brooklyn, amounting to §70,433.
They have also suspended debts against H., Dwight, jr., and the
Chicago and Mississippi railroad, amonnting to $100,000, making 2
total of 170,000 in unreliable assets.

The surplus of this bank shonld be retired and dividends suspended
until their capital is restored. This bank also made a dividend of
t-hrg:e per cent. in January, without, in our opinion, the legal ability
to do so.

The Rockville Bank, of Rockville, has viclated the law relating to
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the rate of interest, by purchasing paper in Hartford at the rate of
ten per cent. per annum. They also made an arrapgement with
parties in this State to furnish currency for a bauk in Iilinois ; this
errangement has since been changed to loans at ten per cent. per
annum. They have also purchased paper of brokers in New York at
the rate of ten per cent. per asnum.

The Connecticut River Banking Compavy, of Hartford, has also
purchased paper of brokers out of the State at illegal rates, and their
losses under the same have much reduced their surplus.

The commissioners have devoted a much larger portion of time than
usval in the discharge of their official duties during the past year,
and have endeavored to faithfully and plainly set forth all the facts
which have an important bearing upon'the banks and the banking
laws of the State,

The strict observance of the statutes by the banks may seem to them
to be a matter of trifling consequence, and they may have been
encouraged in their illegal practices by the omission of past legisla-
tures and their committees to act upon the reports of the bank com-
raissioners.

In the opinion of the commissioners, the present is a favorable time
for modifying some of the banking laws of the State, and therefore
respectfully recommend—

1. A reduction of the circulation of the banks to fifty or seventy-five
per cent. upon the capital actually paid in.

2. Therequirement of a specific amount of specie, based upon capital,
and not npon circulation,

3. A reduction of the per centage of discounts out of the State to
twenty-five per cent. of the capital of the bank.

4. To limit the amount of interest to be paid on deposits to four per
cent.

The commissioners are of the opinion that to the very large per
centage now allowed the banks for circulation may be traced a
majority of all the serious losses they have sustained, and limiting the
amount in the manner proposed will tend greatly to restrain them from
excessive dealings with parties out of the State.

Under the present law the specie lines of the banks are very irreg-
ular, and the fluctuations are not as carefully observed as they should
be; but fix the amount to a given per centage upon capital, and not
only the banks, but the public, will always know what amount is at
all times required. No per cent. of specie is now required by law for
depostts; and should a bank abandon the use of its own bills, there is
no law requiring them to keep specie at all,

The present law relating to loans out of the State i based upon
capital, deposits, and circulation. There are many objections to the
loaning of money out of the State on the basis of circulation and
deposits, for both are demand liabilities, and cannot be said to form a
part of the capital of a bank. The present limit is deemed to be to00
large, under ordinary circumstances, for the best interests of the
banks,

The practice of receiving deposits and issuing therefor certificates
payable on demand and drawing interest at the rate of six per cent.
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per annum 38 regarded by the commissioners as a virtual creation of
a preferred stock, which gives the holder a preference over the general
shareholders, and is liable to be called for when the bank is least able
rit. o ]

w0 };a%nodiﬁcation of the lews in the manner proposed, it is believed,
would greatly tend to equalize and secure a greater uniformity in the
business of the banks, diminish their Josses, and enable them to pay
more uniform dividends to their stockholders. ) _

Many of the banks are in the habit of carrying forward in their
accounts large amounts as surplus earnings, while at the same time
they have sustained large losses on suspended debts.

The practice is deceptive, and misleads the public as well as stock-
bolders as to the true condition of the bank and the value of its
sm'f‘]l?ere are varieus penalties attached to the violations of law; but as
the statutes fail to make it the duty of any partienlar person or officer
to see to their proper enforcement, they remain a dead letter, and no
doubt will so continue until the defect is supplied. i )

In conclusion, the commissioners cannot refrain from bearing tES;ﬁl‘
mony to the general soundress and prosperity of the banks, and to the
noble efforts made by them during a season of great embarrassment to
sustain themselves and the commuaity in which they are located.

SAVINGS BANKS,

There are twenty-nine of these institutions in the State, with an ag-
gregate amount of deposits of §12,562,594-—an increase of $400,000 of
deposits since our last report, o o

The comniissioners have made a careful examination of these insti-
tutions during the past yesr, and find them managed generally with
care and prudence ; but we feel the necessity of again calling the atten-
tion of the legislature to a subject alluded to in our last annual report,
viz: the large amonnt of deposits invested in bonds and stocks of rail-
road corperations, and also in bank stocks. o

. The amount invested in bask stocks is §903,519, and in railroad
bonds and stacks $1,204,196—making a total of $2,107,715, or nearly
one-quarter of their entire deposits.

The commissioners consider this amount altogether too large to be
invested in securities ag precarious and fluctuating in value as railroad
stocks and bonds and bank stocks, and are of the opinien that gome
action on the subject is necessary for the future safety of their depositors.

There is in these institutions a growing inc'ination to seek for mare
than six per cent. interest per annum for their loans, which has induced
them in many iostances to disregard the law uader which they are
chartered. )

The commissioners have called the attention of the legislature to this
fact before, and now find the same practice prevailing during the last
year to a greater extent. We therefore deem it our duty to call par-
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ticular attention to those institutions which are in violation of law in
this respect.

The following savings banks have directly violated the law in re-
peated instances, in takin g rates of interest for their loans above six
per cent. per annum ; sometimes by the purchase of paper from brokers
1n this State and in New York ; sometimes by taking notes dated in
other States where the legal rate of interest s higher, and sometimes
by making the extra cliarge at their own counters -

The Bridgeport Savings Bank,
The Danbury Savings Pank.
The New London Savings Bank.
The Middletown Savings Bank.
The Derby Savings Bank.

The Waterbury Savings Bank,
The Meriden Savings Bank.

The Newtown Savings Bank.
The Groton Savings Bank.

The Farmington Savings Bank,

The Bridgeport Savings Bank has & loan to one party residing in
New York of $20,000 on personal security at 7 per cent., and other
loans on real estate at from 7 to 10 per rent.  They also hold a large
amount of certificates of bank stock in New York as collateral security
for loans which have not been transferred ; we find it to be their
general practice and consider it dan gerous, and therefore recommend
that savings banks, in all cases where bazk or other stocks are held
as collateral security, shall have the same trapsferred to the bank to
which they are pledged.

The Middletown Savings Bank has been in the habit of making large
loans at their office for the henefit of brokers and bankers in this State
at rates of interest of from 7 to 10 per cent, per annom.

Their negotiations with one concern in this State amounted im
twelve months to over §100,000 at these rates, Of this kind of paper
thus discounted in violation of law, $22,491 was under protest on the
17th of February, many of the makers of the notes having failed, and
the bank having neglected to take the endorsement of the firm for
whose benefit the notes were originally discounted.

The investments in this institution in railroad bhonds and stocks, at
their par value, amount to $319,275 ; they cost the bank $213,625 ;
many of them are paying no interest and are depreciated in value,
below even the large margin allowed by the bank,

The bank had on deposit $107,000 in the hands of one party in New
York, drawing 6 per cent. interest. This amount, in the ppinion of
the commissioners, is altogether too large to be placed out of the State
in the hands of any one party withont the most adequate and imme«
diately available security, independent of the responsibility of the
party holding the money, which in the present instance was not the
case.

The Danbury Savings Bank has o loans on real estate above 6 per
cent. interest, but all of its personal loans, amounting in October last
to $56,685, were made at 7, 8, 9; and 10 per cent. per annum.
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The Tolland Savings Bank has disregarded the law relative to trus-
tees, one of its directors being on a bond with other parties for a loan
of $20,000 made to a company of which he is a member,

The Meriden Savings Bank has made its loans strictly at 6 per
cent. per annum, bul charged its borrowers 1 per cert. per annum fo
bay expenses and State taxes.

The violations in the other savings banks named before are the ordi-
nary cases of discounting paper at from T to 9 per cent. per annum.

The examination of the savings banks expose the fact that in almost
every instance of suspended and doubtful debts it has grown out of
transactions where the rate of interest charged was above 6 per cent,

The excusesmade by the savingzbanks for these violations of law are,
first, that the paper is not discounted but is bought ; second, that
when loans are made out of the State they have a legal right to charge
the rates of interest prevailing in the States where the loan is made.

The commissioners in former reports have called the attention of the
general assembly to this subject, and now respectfully ask thas such
action may be had as will leave no obscurity to either the banks or the
commissicners in relation to the rates of interest and the method of
taking the same.

SAVINGS BANES AND BUILDING ASSOCIATTIOXNS.

There are now forty-two institutions in this State, organized under
the law to establish saving banks and building associations. Thirty-
six of them are doing business according to the law under which they
are orgapized, and there are six which are not—all of which were
alluded to in a former report.

These institutions combined have an aggregated amount of deposit
of $2,390,f43 30, and stock paid in, including dividends, of
$2,391,302 10, making a total liability of §4,781,945 40; of which
$2,644,208 is loaned on personmal security, and the balance on real
estate, and invested in stocks and honds.

Whole nunaber of stockholders indebted for loans .... 2,450
Whole number of stockholders....cueeiiniiivnnrennnnnn. 6,156

One of these institutions, the New Haven Savings Bank and Build-
ing Association, has declared dividends on its first series of stocks,
until, with the regular monthly payments, it represented full shares
of $200 each, which was paid off in full to the stockholders in March,
1857,

They received about 60 per cent. interest on the amount of money
thus paid in for six years and eleven months ; for instance, & person
who had five shares, which, when full, represented $1,000, had paid in
in instalments $415, leaving a profit to him of $585.

The series referred to was paid off without deducting any per centage
for possible or probable losses, by which serious injustice was done to
holders of the after series of stock.

The second series is now wearly full, and the dividends have been
credited regularly to the stock without retiring losses, or making any
provision for them.

The association now holds real estate amounting to over §60,000,
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located in various parts of the county of New Haven whi
into their bands either by surrender or foreclosure. Oncﬁﬁl;aﬁsé&:}l&g;
a serious Joss must be sustained, and they should be restrained from
%alt:vmg up avy further series of stock until their losses are provided
o In the annual report of the commissioners to the general assembly
in 18586, six of the institutions organized under this law were declared
ot to be in accordance with law, and they were pointed out ; but as
that honorable body allowed them zo continue their business, the
commissioners omitted to report them the ensuine vear, ’
Since that time one of these concerns, the Hartford County Savings
Association, has met with a large loss through the defalcation of thegi;
treasurer, which will fall heavy upon their depositors.
"I};he” lnstitution erigingll}*_sta_rted with a nominal capital of §100,000,
zfv:(llitékhflrée}%?r cent. paid in in cash, the balance in notes of the
_The directors elected were men of the highest standin a 8 i-
bility, and the institution was published in the newspap%ersno%' Eﬁaof?}sril
8s a regular savings bank, under the title of the Hartford County
Savings Association, with the names of all its directors attached
soliciting deposits and offering to pay 6 per cent, per anntim, ’
At the first examination made of this institution by a part of the
present board of coramissioners, it was found that with but $10,000
originally paid in they had succeeded in obtaining deposits to the
amount of $390,00{?, and bad endorsed upon the stock notes and
;szlted to the capital stock $27,500 of earnings in less than four
ears,
These facts were alluded to in the report for 155 i
stated that their loans were not made acc%rding t}}si)asv;.and Ho s also
On the thirtieth day of January, 1838, John W, Seymour, the
treasurer, absconded, being a large defzulter to the institution,
Immediately after the commissioners visited the bank and made an
examination of its remaining assets, and found evidence of a deficit
of nearly 100,000, but facts transpired to show that it was totall
tmpossible to ascertain correctly the whole amount, for ig many
lostances the money had been paid by barrowers, and 'a receipt taket{
by them from Seymour, which' bad never been endarsed on the notes
to which they applied, or entered upon the books of the association
In somte mstanciss{]thekwhole face of the note had been paid, and on
some pretence or other kept in the list of bi i
son asrs)ets noe or other 3 of bills receivable as a part of
That there was gross carelessness on the part of th o i-
rectors, and officers of the association, is I:avideﬁt ffor?: mt::a:rf;sf"agtls
connected with the defaleation, one of which will show the absolute
control which the treasurer swayed over the management. The insti-
tution, by its own books, owned stock in the Mercantile Bank of Hart-
ford amounting to §11,500. This had all been sold by Seymour
except $500, and transferred to other parties some time previous to
the defalcation becoming known, and without the knowledge of the
president or directors.
It is almost impossible to form anything like a correct opinion as
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to the ultimate losses to the depositors ; but judging from the deficiency
already discovered, amounting to nearly §150,0400, and the doubtfin)
character of large amounts of its bills receivable, and the expenses of
liquidation, it is doubtful, in the opinion of the commissioners, if the
assets of the association will pay over fifty or sixty cents on the dollar
to depositars.

The total amaunt of deposits on the day Seymour absconded, in-
cluding interest acerued, amounted, according to the books, to $401,500.

The commissiopers in pursuing their investigations found large
loans to some of the directors and officers, and considered it best, in
view of all the facts in the case, and the best interests of the public,
that the association shonld be enjoined, and placed within the power
of the courts, and its affairs be Hquidated by receivers to be appointed
for that purpose.

Accordingly the commissioners took steps to procure an injunction,
but it was decided by eminent counsel and by the judge of the supe-
rior court, then in session at Hartford, that the statute in relation to
these associations, while it made it the duty of the bank commis-
sioners to visit them, did not give them the power to apply for an
injunction as in the case of banis, por was there any provision made
for iheir being enjoined in case of danger to the public.

Under these cireumstances the commissioners had nothing to do,
after having mwade a thorough examination of its affairs, but to leave
1t in the bands of the directors, whe shortly after made an assign-
ment of its effects.

This institution had connected with it the names of twenty-seven
gentlemen of personal worth and influence. Under these circum-
stances the association found wo difficalty in obtaining deposits, and
in the short space of seven years accumulated nearly half a miliion
of dallars in small sums from the community in which it was located.

The law relating to these institutions requires that three-quarters
of their loans shall be made on real estate to stockholders. This
institution had but a small part of its loans (346,000) upon real
estate.

The law further says, no loan shall be made to persons not members
of the associstion above the legal rates of interest,

This association had paid no sort of attention to this provision,
making its loans to railroad corporations out of the State, discounting
paper in the streets, or in any other manmner to enable them to get a
large rate for money, nor in fact can it be seen that the association
was in accordance with Jaw in any one particular, save having the
necessary number of stockholders.

In ite general management it was characterized not only by defiance
of law, but by carelesspess and a general ignorance of its affairs by
those whose names were associated as directors, some of whom were
largely indebted for loans,

1t is for the general assembly to determine whether, under these
circumstances, a number of individuals, however responsible and re-
gpectable, can establish themselves under the statates of Connecticut,
and, by calling themselves a savings bank, obtain large deposits and
conduct their business in utter defiance of the laws under which they
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profess to be created, and by their general carclessness and disregard
of the interests of the depositors, suffer large losses to occur, and not
be held responsible in their private capacity to the public, who have
intrusted them with the custody of their savings and earnings, looking
to the high character and position of those whoss names ave placed as
managers of the institution as a guaranty that their funds will be kept
sacred and the affairs of the institution managed according to law,

There are iu this State five other institutions doing business under
theha(it to establish building associations, which are not in accordance
with law :

The People’s Savings Bauk of Hartford.

The Rockville Savings Bank, Rockyille.

The Conpecticut Bank, Hartford.

The New London County Bank, New London.
The Farmers & Mechanices’ Bank, Norwich,
And the City Savings Bank, New Haven.

The People’s Savings Bank of Hartford has deposits amounting to
$152,000, out of which the directors Joaned to themselves $108,230 on
personal security. The loans on real estate did not exceed §5,000, and
those were not on record.

The capital stock amounted to §125,000, on which had been paid

LI 3 ) TS §12,500
To which was added a dividend of 10 per cent........ R 12,500
Making...ooooui..n. e e e b e b e ant ranaas 25,000
And leaving a balance in stock notes of......veeiiieiiiienns 100,000

The Farmers and Mechanics’ Savings Bank of Norwich has a
capital of §32,000, mast of which is made up of earnings, but their
nominal capital is $100,000.

Their deposits amount to $222,626, of which but $40,158 61 is
loaned on real estate, and but §26,500 of these mortgages ave on record.

There is invested in western fown and city bonds $58,000; loans to
railroad corporations out of the State, $56,600; real estate in Ohio,
$46,723, and loans on personal security for the balance.

The New London County Savings Baunk has a capital of §25,500,
and deposits amounting to $82,377 43,

They have no loans made on real estate; nearly the whole of their
assets are in loans torailroad corporations out of the State, the amount
s0 Joaned being $86,000, and all at 12 per cent. per annum,

The balance of their assets are either in loans ont of the State or in-
vested in bank stocks, thus showing that not one dollar has been logned
to their own community.

The Canzecticut Savings Bank, Hartford, is of a similar character,
having a capital of §108,000, on which there has been paid §10,000.
Their deposits amount to §42,875.

The loaus on real estale amounted to but $23,352; on personal
security the amount was $61,944, A portion of it was suspended in
TFebruary last.

The City Saviogs Bank of New Haven is a similar institution in its
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