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Tm! $130,000,000 oF BONDS to be issued for the purchase and con-
struction of the Panama Canal are to bear interest at two per cent.
The period to maturity of these securities does not appear to have been
fixed, but there is a provision that they shall not be sold for less than
par. The two per cents of 1930 now command a premium of between
eight and nine per cent., so high in fact that the banks holding them
as a basis for circulating notes are retiring them to secure the pre-
mium.
It can readily be seen that the bond issues required for the inter-
oceanic canal, even if payable at the option of the Government, will
be a favorite investment for banks desiring circulation. If payable
at any time after reasonable notice, they will also afford a safety-
valve for the disposition of surplus revenues.

Since, then, the construction of a canal has been decided upon as
& measure of public policy, it is highly probable that it will not only
accomplish the commercial and economical results for which it is in-
tended, but will indirectly benefit monetary conditions by affording
an additional basis for bank currency under present laws, and by re-
lieving the Treasury of some of its difficulties in dealing with the sur-
plus revenue. If there shall be little or no surplus revenue the bonds
will remain for a longer period available as a basis for bank-note cir-
culation, and the necessity of devising new security for such circula-
tion will be postponed. In any event it is not probable that the sur-
plus revenue will absorb the bonds necessary for the construction of
the canal, for at least two or three years to come, and perhaps longer.
In other words, the construction of the canal will make it very easy
for the National banks to meet all demands for additional currency
for the period named. Within that time the banks, without any ad-
ditional legislation, may be able to devise by their own efforts some
new method of meeting the demand for currency. As it is the bank

1
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demand for bonds is chiefly responsible for the high premium on the
thirty-year two per cents, and the additional issues for the canal will
tend to reduce this premium, and thus check the retirement of circu-
lation now outstanding. Even if the surplus revenue should be suffi-
cient to retire the canal bonds within short periods after their issue,
this would not necessarily mean the immediate retirement of the cir-
culation that might be issued upon them. There have been many in-
stances in the past where banks have for long periods held bonds, on
which interest had ceased, as a security for circulation.

The present system of bank-note security has been so beneficial in
placing the loans of the United States on good terms, and there are
yet so many possible occasions that may arise making new loans
necessary, that it is not surprising that Congress moves very slowly
in changing a principle which is as old as the Constitution. When
‘WasSHINGTON asked HAMILTON what should be done with the Rev-
olutionary debt, the latter replied, ‘‘ bank on it.” Although the first
National bank did not in magnitude come up to HAMILTON’S ideas,
yet it invested largely in Government bonds and aided greatly in the
funding of the debt then existing. HAMILTON, however, although he
regarded a National bank as an important support of national finance,
had no idea of tying the circulation privilege to Government secur-
ities in the manner National bank notes are now bound under the
present law. His idea appears to have been to require the National
bank to invest its capital in Government securities, but to leave its
circulation free. That is, in return for the privilege of issuing prom-
issory notes the bank was required when necessary to lend its capital
to the Government, and to afford it other assistance in placing its
loans. The bank was left free to deal in securities as it saw oppor-
tunity, and was not obliged to retire its circulation in order to sell
whenever it saw fit.

The introduction of free banking in response to the repeated de-
mands of the people, and the abolition of the monopolistic National
banks, rendered it necessary, for better security, to connect the circu-
lation privilege more closely with the bonds taken by the banks. The
idea of sustaining the national credit by bank assistance was common
to the ideas of both HAMILTON and CHASE.

The great aid given by the National banks in all the loans and re-
funding operations of the Government since the system was well es-
tablished has been patent to all. Congress seems to be influenced by
this consideration in favor of the retention of the present system.

It may be that one reason why plans for asset currency fail to rec-
ommend themselves is because they all apparently weaken the sup-
port Government credit now receives from the banks, and substitute
nothing in its place.



EDITORIAL COMMENT. 8

THE ANNALS OF GULLIBILITY have been extended by another gi-
gantic swindle which, in the simplicity of its methods and the trust-
fulness of its dupes, rivals the famous intrigue of the Queen’s neck-
lace. There is no perceptible difference between an imposing fraud
like that of the HUMBERTS and the thousand and one little bunko
games that are daily perpetrated, except perhaps in the character of
the victims.

It would not be an unwarranted assumption, that great bankers
accustomed to the various dangers of the money markets, and emi-
nent lawyers supposed to have experience with all manner of guile,
were better safeguarded against deception than the ordinary mortal
untrained in incredulity.

It is, however, among the sharp and knowing ones that the vic-
tims of the HUMBERTS are to be found. Just as the COUNTESS DE
LAMOTTE made dupes of CARDINAL DE ROHAN and CAGLIOSTRO, so
Madame HUMBERT counted as victims a dozen or more sharp bank-
ers, and an equal number of eminent and apparently honest lawyers.
She had the genius to construct a scene, which had all the semblance
of reality and which bore for years the strict tests applied by shrewd
financial and legal intellects. The great SHAKESPEARE has made
one of his characters assert that any one can be deceived by a plot,
and the truth of this assertion is daily borne out in human experience.
‘When, after the explosion of the swindle, the wiseacres have the op-
portunity of examining the machinery by which Madame HUMBERT
produced the stage effect which so many, to their sorrow, mistook for
reality, it is found to be as simple as the plot of a dime novel.

A young peasant girl traveling on a train relieves a fellow trav-
eler stricken with severe illness and afterwards acts as his nurse.
The patient proves to be an American millionaire who, out of grati-
tude, leaves a last will making his nurse the sole heir to his fortune of
$20,000,000, or 100,000,000 francs. She appears to have exhibited a
will to this effect, and at first obtained sufficient credence to secure a
rich husband, the M. HUMBERT, who has graced the completed
swindle with his name. Whether he continued a dupe or afterwards
became a more or less willing accomplice, is a matter that remains in
some doubt. Of course, after showing the will, it would become nec-
essary to produce the fortune involved, or to admit the deception. In
order to avoid this dilemma, a sham contest of the will was inaugu-
rated, in which alleged nephews of the testator brought forward a
second and later testament than that produced by Madame HUMBERT.
They cannot properly be said to have appeared, as although they
loomed very large and real in the minds of the lawyers and bankers
who furnished the briefs and the money for carrying on the litiga-
tion, now that the end has come, no one can say that he had ever
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laid eyes on them. During this contest of the will, however, the se-
curities, said to be French rentes, amounting to 100,000,000 francs,
were with the formality of the French law sealed up in a locked safe
belonging to Madame HUMBERT. This locking up of the supposed
securities there was apparently a typical green-goods game—helped
along by the absence of any requirement of an inventory under the
French law. The notary who sealed up the safe appears to have ac-
cepted and deposited in the safe a bundle which he supposed to con-
tain securities amounting to 100,000,000 francs. At any rate, after
the performance of this ceremony, all doubts, if any had previously
existed, as to the actual existence of the estate or the genuineness of
the contest for it, were allayed.

The truth of the statement that fees are the essence of the law,
was again exemplified in the confidence of the French lawyers in
clients who appeared only in the shape of retainers and refreshers.
The second will on which the contest was founded was not very in-
imical to the interests of the HUMBERTS, as a sister of Madame HuM-
BERT was vested with a third interest in the estate. The litigation
scheme was carried on with reference to securing delay, but with so
little animosity between the alleged parties that the final victory of
Madame HUMBERT was never in doubt. This certainty of ultimate
possession enabled Madame HUMBERT to use the securities believed
to be sealed up under the solemn sanction of law as collateral and to
borrow upon them by degrees some seventy or eighty millions of
francs.

But in process of time even litigation must come to an end. The
unwillingness of Madame HUMBERT to realize the fruit of decisions
in her favor gave rise to suspicion and the opening of the safe became
unavoidable. A day was set for the ceremony, and pending that day
the HUMBERTS have disappeared. '

THERESE DAURIGNAC tells a tale and produces a will of ROBERT
HeNRY CRAWFORD, making her heiress to a fortune of 100,000,000
francs. She secures a wealthy husband and henceforward appears
as Madame HUMBERT. To carry on her scheme she creates a sec-
ond will, and two CRAWFORD nephews as joint heirs with her own
sister. She manipulates these puppets and thus carries on both ends
of an interminable litigation—all of which is specially framed to se-
cure the confidence of the public in the reality of the estate. Success
crowns her design, which is merely to borrow as much money as pos-
sible on the securities her own brain has created.

This is an outline of what is supposed to be known of the HuM-
BERT swindle. There remain many of the niceties of execution in re-
gard to which public curiosity is yet unsatisfied. The public, except
that portion which has been duped by a swindle, is, as a general
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thing, more amused than horrified by such operations. In order that
public amusement may be complete, it is only necessary that the vic-
tims of the fraud shall capture the HUMBERTS and make them reveal
the means in detail, material and psychological, through which the
ground plan was rendered successful. How did THERESE DAURIGNAC,
the simple peasant girl, secure the first faith in her story of a grate-
ful testator, that enabled her to obtain a rich and distinguished hus-
band ? Haw did she reconcile a man of honorable instincts to be-
coming a swindler’s accomplice, or did he remain a dupe to the end ?
How was it that no investigation was instituted at the French Treas-
ury to discover something of the récord of so large an investment by
a single estate in French rentes ? 'What became of the interest on the
alleged 100,000,000 francs? If Goovernment securities are seques-
trated, is the country relieved of the necessity of paying interest ? It
easily occurs, that some one in authority in France must have known
if an American, when alive, held 8o large a sum in French rentes, or
if his estate held them after his death. It will be interesting to know
how all these minor difficulties were met and parried for so many
years. The wonderful female intriguers in the SHERLOCK HOLMES
and other stories of high-art crime are always deeply versed in the
latest, or at least, the most recondite discoveries in science. They
understand the use of outlandish insects, of rare poisons, of the se-
crets of musical vibration and of X rays. No one of them with all
their mystical lore ever accomplished a tithe of what Madame Huu-
BERT has apparently done with the aid of the old worn-out story of
an aged and grateful testator. Belief is a strange thing, and no mat-
ter whether its foundations are real or not, will go equally far.

Too little is yet known of the real facts of the HUMBERT case, to
assert that there was no foundation whatever to Madame HUMBERT’S
claims. It is possible, for all that has yet transpired, that there were
actual securities. They may have been removed from the safe where
they were supposed to be sealed up. The HUMBERTS and their ac-
complices may have secured both the loans and the collateral. There
may have been a substitution of safes. Nothing shows that such a
substitution could not have been made. If the alleged swindlers are
caught and forced to a confession these things may become clear; if
not, mystery will ever surround the case. It is, however, doubtful,
in all great crimes, whether the true details and motives are ever
brought out. Enough may be ferreted out to secure conviction of
the criminals, but there is almost invariably a wide fringe of cir-
cumstances which light never reaches. One moral, at least, to be
drawn from this event is the temporary paralysis of human wisdom in
the contest with outbursts of credulity. It reminds one of the futil-
ity of human force in the presence of an outburst of volcanic power. -
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THE FowLER CURRENCY BILL has failed to receive the approval
of the House and has been laid aside. The fault with the measure is
that it is too great a departure from existing conditions, and it is im-
possible to convince the large and influential portion of the business
men of the country which it will affect that the changes it proposes
will be beneficial and not injurious.

It is very evident that the whole essential effect of the bill is con-
tained in the provision allowing unlimited branch banking. It is cer-
tain that if all the rest of the bill were struck out and this provision
alone retained, it will alone gradually bring about all that the other
provisions are ostensibly inserted to accomplish. The power to estab-
lish branches will bring about consolidation, and consolidation will
increase the strength of individual banks. The strength of each of
the remaining banks will be so increased that the main objection to
the use of an asset currency will be removed.

It is now urged against the issue of bank notes based on the secur-
ity of general assets, if such a privilege were granted to the isolated
banks of comparatively small capital forming the present banking
system, that a great danger would result on account of the abuse of
the privilege by weak institutions. For this reason large numbers of
bankers oppose the granting of the privilege. The provisions of the
FowLER bill for branch banking will bring about consolidation. Al-
though this is disputed it is nevertheless true, and if this strengthen-
ing of individual banks by the consolidation process were unobjection-
able otherwise, it would no doubt,be desirable. But the objections to
this concentration of banking power have been most strongly made in
the discussions at many recent bankers’ conventions. These objec-
tions derive great force from the fact that they are made by practical
men who are to-day engaged in the banking business and look at the
subject from the standpoint of their own experience. Itisshown that

- in no country of the world can bank accommodations be obtained by a
larger number of people of small capital and credit than in this coun-
try. It is claimed that branch banking will lower the rate of interest
and equalize it in all parts of the United States. This is no doubt
true as to certain kinds of loans on the best of security and credit. It
is to be feared, however, that were the business of banking concen-
trated in the hands of a limited number of great banks with their
branches established in the places now occupied by the present small
country banks, the number of those who could obtain accommoda-
tion directly from the banks and their branches would be very much
less than those who now obtain accommodation from the present
banks. The large banks and their branches could have a practical
monopoly of banking. They would cease to do business except with
those who could offer security coming up to a certain standard. Those
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able to furnish the character of security required by the banks would
become a kind of middlemen between the banks and the less for-
tunate members of the community. They would use their banking
privilege to become the shavers of the notes of their less fortunate
fellow business men, and these latter would have to pay a higher and
more varying rate of interest to these middlemen than they now have
to pay as direct customers of existing banks, the free competition
among which forces these banks to accept these men of less credit as
customers.

In other words, under branch banking followed by reduction and
consolidation of bank capital, interest might be equalized in all parts
of the country on discounts, and the rate might be reduced, but the
customers dealing with the banks to whom the reduced rates of in-
terest would be available would be less than they are now. Those
who could obtain bank discounts would be a privileged class through
whom alone all other classes of borrowers could obtain credits. These
middlemen would charge as a rule a higher rate to the people who
would be compelled to deal with them than these same people now
pay to banks under a system where there is free competition for bank-
ing business. The interest rates paid by all the business men and
others needing credits would be higher under branch banking although
the rates paid by the superior kind of bank customers, whom lack of
competition would enable the banks to select, might be lower and
more uniform.

That this would be the result of the restraint of bank competition,
sure to be effected more or less by branch banking, can be easily seen
by the experience of a period when the number of banks was restricted
by requiring them to procure special charters; in other words, before
the era of free banking. The individual of small capital and credit,
in those days, never thought of bothering a bank with his small de-
posits or discounts. He went to some merchant or capitalist who re-
ceived these small deposits and used them to swell his own account
and credit with the chartered bank. Note shavers abounded and
charged whatever interest the necessities of their applicant would
permit. These middlemen used the small depositor as a means to
swell their own accounts and credit with the bank and borrowed
money at moderate rates by endorsing the notes they had discounted
at high rates. This very thing is done to-day under the chartered
system of branch banks in Canada.

It has been urged as an argument against the assertion that branch
banks will cause a monopoly in banking, that private banks, as they
are called, flourish in Canada in the shade of the great chartered
banks and their branches. If these were genuine private banks in
the sense in which that term is used on this side of the line, then it
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would show that the chartered banks and their branches do not cover
the whole field, that there is a line of banking that has to be catered
to by these private banks. But these private banks are not really
private banks as understood here. They are really the middlemen
who spring up between the less desirable business men and borrowers
and the great banks. These latter do not bother themselves with
small accounts and small discounts. They want only the cream of
the business and these middlemen are the pans and crocks in which
the cream rises sufficiently to be skimmed. It is for this service that
these middlemen set their own price. They peddle out their endorse-
ments to the less fortunate public. There is no competition among
the banks and no competition to speak of among the middlemen. The
public generally bas to pay whatever is charged. Under the free
banking prevailing in this country those who go into the loaning
business are in free competition. This competition affects the conve-
nience with which a loan may be obtained and also the rate of inter-
est. Under it the devices of delay and hesitation used by money
lenders to obtain larger interest are at a minimuin. There is a greater
choice of lenders to any borrower.

‘Where banking is a monopoly the banks encourage and foster the
middlemen because they thereby obtain greater security, and their
business is easier and freer from anxiety. Under this monopoly bank-
ers take no pains to build up a class of prompt, punctual borrowers.
They rely entirely upon a limited class of middlemen to bring them
business. Under free banking banks are organized which reach all
borrowers, and the interest rates are less for all borrowers than they
would be for all borrowers under the monopolistic system fostered by
branch banking.

It may be said in reply to this view of the effects of branch bank-
ing that the Bank of France, a monopolistic bank with branches,
makes its loans in smaller denominations than any other known bank-
ing institution. But this is because it is compelled to do so by law.
A similar law requiring Canadian banks to make small loans in the
same way would be bitterly opposed by the bank lobby at Ottawa
and probably could not be enacted. So would such a law be bitterly
opposed by those who now advocate branch banks in the United
States. Under a free banking system such as prevails here such a
law is unnecessary. Notwithstanding the liberality of the Bank of
France in accommodating the small borrower, the pages of BaLzAc
and other French novelists, allowing for natural exaggeration, indi-
cate that under its shadow there is room for money lenders and note
shavers of the most distressing types. In the United States, under
the system of free banking which has grown up alongside of other
free institutions, there is probably less of the oppressive and unjust
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gside of money lending and usury than in any other country. What
remains is due to the ignorance of foreign population recently adopted,
and to the crowded poverty of many cities.

In the discussion of this queation of branch banking it is strange
to see it advocated by economic writers who in all other branches of
business advocate the abolition of restrictions on trade and oppose the
abuses which have attracted attention under trusts and combinations.
It is surprising that they should view with favor the inception of
branch banking, which will certainly destroy the system of free bank-
ing that has taken root and flourishes in the United States after so
many unsatisfactory experiments with other systems.

THE COAL MINERS’ STRIKE at a time of general prosperity through-
out the country comes like a false note in a symphony. But the diffi-
culty with the modern economic and social system seems to be that
such false notes are growing more and more frequent. The organi-
zation of labor is becoming more and more complete and strikes, with
or without due and sufficient cause, seem to be a method of. drill to
prove that the organization is in good order and ready for the pur-
poses for which it is intended, just as the officers of the national
guard, at fixed seasons of the year, call upon their companies and reg-
iments to go into camp and go through the necessary maneuvers to
maintain efficiency, so the strike leaders seem to call out their labor
organizations to show that they are well up in their manual and obe-
dient to orders.

If a body of men, by refusing to work themselves or to permit any
one else to work, can entirely stop the production of a commodity
without which the ordinary avocations of life must in a degree cease,
and if this principle be recognized as right, there is an end to present
conditions of society. The only way out of these difficulties is the
enforcement of law. If one man, or a thousand men, desire to quit
work, it is their right to do so; but when they use force, either moral
or physical, to compel others who want to work to stop working, they
are violating the law of equal rights.

It is highly probable that not all of those belonging to an organi-
zation desire to go through the difficulties and deprivations of a strike
where the grievance is merely a technical one, and where there is no
real dissatisfaction either with hours or wages. But once a man en-
ters any organization he is bound to do whatever that organization
requires. In labor organizations he often seems to be controlled by
the most hot-headed and ill-advised. The leaders of labor organiza-
tions often seem to wink at the petty oppression which, exercised by
the majority or often by an energetic minority, keeps the whole or-
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ganization in line. Up to this time the mine owners appear to have
submitted to the tyranny of the labor organization. They have made
as yet very little effort to procure other men to work their mines.
They cannot obtain them unless there is protection from the violence,
direct or indirect, of the strikers. That it is the fear of violence that
prevents the resumption of work no one can doubt. In all strikes
there is a wide difference of opinion as to what constitutes violence
and what does not. But the logical outcome of the present position
of things is violence if an attempt is made to work the mines. It re-
mains to be seen what will be done.

‘WHAT BECOMES OF OUR TRADE BALANCES is still an interesting
subject of discussion. In an article on * The Mystery of the Balan-
ces,” published elsewhere in this issue of the MAGAzINE, Mr. W. H.
ALLEN, of Brooklyn, contends that the United States is still very far
from being a creditor nation, and that the enormous balance of mer-
chandise exports reported annually for some years is required to liqui-
date debts abroad.

The fortunate position the country has attained since 1896 has been
exaggerated no doubt by enthusiasts, but it seems to us that Mr.
ALLEN is too much inclined to go to the opposite extreme, and to
take too gloomy a view.

He lays great stress on what he calls the disappearance of our
gold currency, and says that there is a smaller amount of gold in cir-
culation now than at any time within the last five years. Wedo not
believe this view to be supported by a careful examination of the facts.
On October 6, 1896, the Comptroller of the Currency reported that
the National banks held gold coin and certificates to the amount of
$160,723,890, and on April 30 last they held $321,866,067. From
this it will be seen that the stock of gold held by the National banks
more than doubled from October, 1896, to April, 30, 1902. On July
1, 1896, the Director of the Mint reported that the total stock of gold
coin and bullion in the United States was $599,597,964. On May 1
last, the gold coin and bullion in the United States was $1,183,-
657,727. The ownership of the gold coin and bullion, as stated by the
Director of the Mint, in the years 1896 and 1900 was as follows:

1896. 1900.
United 8tates Trea8ury.......ccoevveeeeeencens $102,494,781 $222,890,778
National banKS......ccovviieieererenrersocans 161,853,560 295,121,378
Private banks and individuals................ 835,249,623 516,418,113
T O $599,507,964 $1,034,439,264

‘Whether the Mint estimate of gold in the hands of State and pri-
vate banks and individuals be accurate or not, its errors were the
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same approximately in 1896, as they are now, and relatively would
have no effect on the comparison. The amounts of gold held by the
National banks and by the Treasury can be accurately determined,
and the figures show that these amounts have increased enormously
since 1896. (Gold in the banks is certainly ‘¢ in circulation ” far more
effectively than when it is in & man’s pocket or otherwise hoarded,
while a large part of the gold in the Treasury is represented by cer-
tificates in circulation.

It may be that Mr. ALLEN meant to say that there was not, pro-
portionately, so much gold coin passing from hand to hand now as
there was a few years since. This is probably true, for it will be re-
called that when the gold reserve fell below $100,000,000 the issue of
gold certificates was suspended and none were issued for several years.
This made it neceesary to use the coin where gold payments were made
at all. But in the ordinary hand to hand circulation, there has been
a great increase in the amount of gold currency (in the form of cer-
tificates) since 1896.

In the six years since 1896 the net imports of gold amounted to
$203,411,785, and this sum has been added to, as indicated in the fore-
going table, by the product of our mines.

In view of the known facts, it is certainly not accurate, looking
back to 1896, to speak of ‘‘the disappearance of our gold currency.”
During part of this time interest rates have been lower here than
abroad, and occasional exports of gold may be thus accounted for.
The large increase in the National bank circulation, too, has had its
effect. This view was elaborated in a notable paper read some months
ago before the London Institute of Bankers, and it was pointed out
that the British Government had observed the additions to our paper
currency and counted on this as making it easy to procure gold from
New York by placing part of a British loan in this market. This
event was no doubt exploited by the Wall Street operators for all it
was worth, but we can hardly believe that the placing of the loan here
was simply a stock-jobbing operation.

There are other conclusions in Mr. ALLEN’S paper to which we can
not assent, but his contribution to the subject should arouse a thor-
ough discussion of a very interesting problem.

In the six years 1896 to 1901 our net exports of merchandise
amounted to $3,012,359,072, and the net imports of gold in this time
amounted to only $203,411,785. The difference is $2,808,947,287, or
over $468,000,000 a year. What becomes of it? - Mr. ALLEN says
we have not been paying our debts but have increased them. If this
be true, it is about time for retrenchment, and the host of Americans
who are now abroad flinging their gold about so lavishly should be
called home by cable at once.
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If we bave got to pay nearly $500,000,000 annually to foreign
countries, without decreasing the principal of our obligations, it may
gall our pride, but it does not point to bankruptcy by any means.
That we are paying interest on a considerable amount of borrowed
capital is true, but there are indications that, upon the whole, we are
deriving a substantial profit from the operation.

THE FOREIGN GOVERNMENT SECURITIES listed on the New York
Stock Exchange have been few in number. But it is said that steps
have been taken to put British consols on the list, and this will prob-
ably be followed by the listing of such securities of foreign govern-
ments as are now beginning to be dealt in in the market.

If New York is to become a world center of finance this listing of
securities from all parts of the world will make them more desirable
to deal in. It is said that nothing but a daily publication of a definite
bid and the price in dollars will put them on a par with home secur-
ities to be dealt in by small investors. These quotations are necessary
to render the securities available as collateral with the banks. Consols
are of course of undoubted security and just now would seem to be a
good investment, as they have been depressed in price by the South
African war. With the close of the war and the expected revival of
business in Great Britain it would seem that they must rise.

If foreign securities were dealt in as freely on American exchanges
as American securities are on those of Europe, many of the settle-
ments that are now effected by gold transfers might be arranged by
the transfer of securities. There are cases where foreign countries do
not care to receive American bonds in payment of balances, as they
are not sought there as an investment, but the securities of those coun-
tries would not be refused if they were held here.

As all the exchanges of the world become more cosmopolitan in-
ternational settlements can be effected more readily. As it is now the
spirit of nationality still prevails to a very great extent in the finan-
cial world. The Frenchman still prefers French securities; the Ger-
man those of his own country. In England there is less of this spirit
and investors there care little for the nationality of a security pro-
vided the dividends are satisfactory. This spirit of cosmopolitanism
in finance is growing in all civilized nations, and investments in for-
eign enterprises and national debts is being more and more recognized
as a safeguard against disasters which may cause home investments
to temporarily depreciate. The reduction of the national debt of the
United States will probably in the near future make a market here for
considerable amounts of foreign securities of a similar class, such as
English consols and French rentes.
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THE DISCIPLINING of one of the members of the New York Clear-
ing-House Association for violating the rule in regard to the collec-
tion of out-of-town checks and the devices for evading the payment
for collection, resorted to by financial institutions located in the vicin-
ity of New York, indicate the unwillingness with which the business
public submit to this tax on a method of remittance and payment
which affords so many conveniences.

However just it may appear that banks shall have some return for
the trouble attendant upon the record and collection of checks, it is
questionable whether by making such charges they do not lose in the
long run more than is gained. Any practice which tends to diminich
the use of checks by the general public must necessarily tend to re-
duce the line of bank deposits. Of course, as far as the associated
banks of New York are concerned there is no charge on checks drawn
by their depositors, but by making a charge on the collection of out-
of-town checks the use of these checks must in some degree be dimin-
ished, and this must render the out-of-town banks less desirable as
depositaries, and lower their lines of deposits.

The larger the use of country banks the greater the sums they
have to deposit with their city correspondents. The knowledge that
he can remit money by his personal check on his local bank to any
part of the country and have it taken at par in payment, is doubtless
an inducement to many persons to keep bank accounts who might not
otherwise do so. While the collection of these checks may seem to
bear unequally, as far as time and labor are concerned, upon the banks
at the money centers, yet these are the banks that by the increase of
their own deposit lines through the accounts of their country corre-
spondents gain the greatest ad vantage as the public becomes educated
to a greater use of banks.

Another way of looking at this matter is this. The charges made
by the New York banks for collection of out-of-town checks do not
as a rule fall on the drawers of these checks. The man who draws
the check sends it in payment of some sort, and expects it to be taken
at par by the payee. This is probably done in the majority of cases,
for in these days of competition a merchant cannot afford to lose
a good customer by requiring payment in New York exchange.
The custom of payment by individual check has become too universal
for it to be successfully opposed by merchants and business men who
desire to retain and increase business. The cost of collection of coun-
try checks, for instance, sent to New York city merchants falls on
those merchants and not on the drawers of the checks or even on the
banks on which they are drawn. The merchants of New York city,
who have to pay for the collection of checks they are obliged to take
at par, are handicapped in competition with rivals in other central
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cities where the banks do not make this charge or who collect on more
. liberal terms. New York city may be so favorably situated that this

small loss can be disregarded, but sooner or later this discrimination
against its merchants and business men will be felt. That New York
greatly leads all other rivals is indicated by the fact that it is the only
city where the banks have succeeded in enforcing check collection
charges. The necessity of disciplining one of the associated banks
occasionally seems to point out that the pressure of the rule is in many
cases hard to bear, and that sometimes it is better policy to break the
rule and pay the fine than it is to observe the rule and lose valuable
accounts. There are also indications that institutions not bound by the
rule are gaining business at the expense of the banks because they are
willing to accept out-of-town checks at par. It may seem to be of
little importance to the banks that enforce the rule who pays the
charge, so long as it is paid. However, it would not appear to be
policy to risk the chance of building up rivals, as no one can tell to
what limits this building up process may reach.

THE EXPECTED EXPORTATION OF GOLD this summer need not ex-
cite apprehension that the stock of gold will be alarmingly depleted.
The stock of gold in the whole country on June 1 was over eleven
hundred millions of dollars; of this $631,891,627 was in the banks
and in circulation among the people, and $552,697,262 in the Treas-
ury; of this last sum $306,142,169 was represented by gold certificates
outstanding. Out of this immense stock the ordinary summer expor-
tation is not likely to be missed. Moreover, it has often happened dur-
ing the last ten years that when gold was going out from New York
it was coming in at San Francisco, so that for the whole country the
exportations were usually largely offset, and in some years exceeded
by the importations during these summer months.

If there are noticeable exportations during the next three months
it will be curious to notice whether the gold is taken on the outstand-
ing gold certificates or whether it is taken by the presentation of legal-
tender notes. The exporter, of course, does not care where he ob-
tains his gold. It is, however, often more convenient to have it in
bars than in coin. In fact, it is simply a matter of convenience
whether he takes it from the banks or the Treasury. If the gold is
taken on certificates the outstanding gold certificates should be re-
duced. If it is taken on legal-tender notes the gold in the Treasury
in excess of that held for outstanding certificates will be diminished,
and the legal tenders on hand in the Treasury may be increased.

Possibly the time will come when the gold certificates themselves
will serve as well as the gold in the settlement of foreign balances.
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It would certainly be a great saving in freight and insurance charges
if international balances could be settled by transfers of certificates as
the banks now settle their balances. But those who now derive profit
from the present methods of seftlement will probably oppose this
change as long as they can.

OUT-OF-TOWN CHECKS stamped ‘‘payable at Bank New
York, if desired ” are not New York exchange, according to a recent
circular issued by the clearing-house, and must not be paid through
the exchanges.

It is no doubt a great convenience to depositors in country banks
to have their checks made acceptable at par in New York, and it is
an advantage to the banks as well. But it would appear that such a
practice is illegal, so far as the National banks are concerned.

In the case of Armstrong vs. Second National Bank of Spring-
field (38 Fed. Rep. 883), it was held that ‘‘under Rev. Stat. U. 8.,
section 5190), providing that ¢ theusual businessof each National bank-
ing association shall be transacted at an office or banking house
located in the place specified in the organization certificate,” a Na-
tional bank can not make a valid contract for the cashing of checks
upon it, at a different place from that of its residence, through the
agency of another bank.”

This decision would seem to make it clear that a country bank has
no power to provide for the encashment of its checks in New York or
elsewhere than at its own counters. Of course, by mutual agree-
ment, banks could make such arrangements, but a reading of the
opinion cited leads to the conclusion that the courts will not enforce
such agreements.

. A BUSINESS REVIVAL IN ENGLAND may be looked for as ome
result of the termination of the South African War. It is said that
there has been practically no speculation in England since the war
broke out, and that in consequence of the war trade has been con-
ducted in the most conservative manner, but that wealth has increased
notwithstanding the war. In France, too, capitalists have been play-
ing a waiting game until the accumulation of unemployed money there
i8 very great. Although in Germany the people have not yet recov-
ered from the effects of the financial depression, it is believed that
with the close of the war there will be an opportunity for German
capitalists to invest in London.

The output of gold from the South African mines is again coming
to market and the gold which was sent to that country to pay the
expenses of the war is returning to the money centres.



16 THE BANKERS' MAGAZINE.

. One reason, perhaps, of the tendency to great enterprises in the
United States, and of the successful wielding of capital here in the
consolidation of great industrial interests, has been the cessation of
speculation in Europe. There is every reason to believe that much
foreign capital has been used in the great operations of J. P. MORGAN
and others. With the revival of business in Europe some of this cap-
ital may be withdrawn.

It is thought by some that the rehabilitation of the country devas-
tated by the war will be supplemented by the launching of many new
enterprises, and that all this will require so much capital that all
available will be employed, making money rates far from easy. Of
course the rate of interest will control and if the returns from invest-
ments in the United States are greater than elsewhere, they will not
be abandonded for newer enterprises.

The coronation of King Edward will no doubt mark an era in the
monetary world. At this writing the date of this event is unhappily
involved in uncertainty, by the serious illness of the King.

FREE SILVER COINAGE FOR THE PHILIPPINE ISLANDS has been
defeated by the failure of the House and Senate conferees to
agree on financial legislation for the islands, and for the present
things will be left as they are, and from various sources of informa-
tion they appear to be pretty badly mixed. Our policy of enlighten-
ing the Filippinos, on financial matters at least, appears to have had
an inauspicious beginning, and the inhabitants of the islands must be
mystified by the radical difference on the subject prevailing in the
two houses of Congress.

The present money system of the Philippines is of great advan-
tage to the money dealers who profit by the fluctuations in the rate of
exchange, but its benefits to others are not so apparent. What the
Senate proposed was merely the substitution of a mongrel United
States coin for the Mexican dollar. Until the time is ripe for the in-
troduction of American currency, the coinage should be kept on a
gold basis, and this was what the House bill provided for.

There is no use in attempting to disguise the fact that there is a
considerable sentiment in favor of silver still existing among the ma-
jority in Congress, and this sentiment renders it practically impossi-
ble to secure any legislation looking to the establishment of a bank-
note currency.

It is to be hoped that the House will stand firm in its opposition
to giving legal sanction to a debased coinage system for the Philip-
pines; but in order that this expectation may be realized, the sound-
money forces must be energetic and watchful.



THE INERTIA OF CONGRESS RESPECTING FINANCIAL
LEGISLATION.

The attitade of Congress towards the Fowler bill indicates very clearly
what would have been the treatment of almost any measure that could be
devised which would change in any marked degree the present system of
banking.

The banking question has not yet reached the stage of discussion. As has
been before remarked, the measure approved by the majority of the Com-
mittee on Banking and Currency was as good as any for starting the consid-
eration of the banking question. But any other measure would have served:
as well. The main thing is to bring Congress to a state of mind when the
representatives will be willing to devote the time and attention necessary for
bringing ouat and sifting down all the different phases of banking reform.

It is only when the natter comes to actual debate that Congress will dis-
cover what is the controlling sentiment of that portion of the people who are
interested in banking either as bank capitalists or as depositors or as custom-
ers, whose success in business depends on the banks.

There have been many plans proposed, but they rest on three or four main
principles. These principles may be combined in so many ways that the
variety of different detailed plans that can be evolved from these combina-
tions is very great. There is the principle of circulation secured by bonds
deposited with the Government. This may be modified, by permitting the
banks to hold these bonds in their own vaults. It may also be applied in
many ways by changing the amount of security required and the character
of the bonds used for security. There is also the principle of what is known
as asset currency, based on the general assets of the bank. This may be
modified by the creation of a safety fund, or it may be used in combination
with the principle of bonded security. It may be strengthened also by com-
bination with a system of branch banks, reducing the number and adding
power to each of the banks issuing circulation.

There are also other important interests which will be affected by change
in the methods of issuing circulation. The banks themselves may well find
the value of the securities they now hold for circulation and Government
deposits depreciate in market value if United States bonds are not required
for this purpose. This possible depreciation is also of importance to the Gov-
emment itself as affecting the ease with which loans mnay hereafter be placed.
The introduction of branch banking is likely to alter the status and change
the methods of businees of all existing banks.

The truth is, the present system being a growth, if an attempt is made to
repair or alter it with a view to improvement, every part of the system feels
the shock of the change. Nor without full discussion, such as would be
drawn out in the House of Representatives and the Senate, can it be told what
interests will be affected by change. The proposers of plans for reform, how-
ever well considered these plans may be, can never foretell completely where

2



18 THE BANKERS’ MAGAZINE.

these plans may be met by opposition. The legislation placing the country
on a gold basis was an easy matter compared with legislation making changes
in banking principles and methods. The gold standard legislation merely
endorsed and legalized what in practice already existed. The fight in that
case was to maintain the status quo. The purpose of the plans proposed for
banking reform is to change what already exists in practice. If banking
legislation is to follow the same lines as were pursued in the gold standard
legislation, Congress should seek to aid and confirm the methods that are
evolved from time to time by the banks themselves, in their practical opera-
tions. Thus, for instance, the banks have within the last forty years evolved
a series of clearings. No legislation is required either to legalize or to remove
obstacles from the progress of this system. It has grown up and developed
under the existing law. But if there were points in which its legality were
doubtful, or if there were legal restrictions preventing development, then the
passage of confirmatory laws or the repeal of restrictive laws would afford a
parallel to the gold standard legislation.

The plans for banking reform no doubt involve some of this kind of legis-
lation. They propose to remove restrictions in some directions, but they also
often propose legislation entirely new, which confirms nothing in existence,
and which would bring the business of banking in the United States upon
ground that is practically untried, or if tried either in this or other countries
it has been under conditions entirely different from those now existing.
Neither the plans of experts nor the investigations of economists, or commit-
tees or commissions, can take the place of results obtained by open debate
in Congress. A proposed measure is then for the first time publicly announced
as approaching realization. Those who will be affected by it, favorably or
unfavorably, begin to bestir themselves for or against. No practical person
is inclined to waste time or energy in attacking or defending a proposition
which is simply in the stage of academic discussion. The genuine hopes and
apprehensions of those who feel that their business will be affected now come
to light from all quarters. It is often said that this or that legislation is
enacted in committee. This, no doubt, is the case where law gimply confirms
what is already well understood; but novelties adopted in committee have to
undergo the serious scrutiny of debate. In conclusion there is reason to
think that there will be no very radical changes in the present banking laws
until the banks have marked out by their actual practice a demand for the
change. As regards circulation this will occur when the banks find it profit-
able to issue notes under present law and cease to avail themselves of it.
Some National banks already have taken this course, but there are still enough
issuing circulation based on bonds to make it seem that the system is still in
favor. When the time arrives that notes based on bonds can only be issued
at a loes, then these issues will cease, and some new method will receive the
general support that may carry it through Congress. The state of the bond
market, and the prospect of additions to the debt on account of the inter-
oceanic canal, seem to indicate that any material change is yet at some
distance.



THE OPPOSITION TO TRUSTS AND COMBINATIONS.

Whenever controversies arise about modern business methods, whether
these methods are defined as trusts, as combinations, or whether they are
great companies organized to aid combinations in taking care of their securi-
ties, such controversies are usually started by competitors who are seeking
similar objects by the same or different methods. What would the general
public have heard of the Northern Securities Company, for instance, if there
had not been rivals and competitors who thought their business interests were
in some way in danger?

It is a good argument against any enterprise to make it appear that if car-
ried out it will some way or other injure the people of the United States. If,
by starting this kind of outery, you can make either the State or Federal
Government pay the legal expenses of a suit to bother and annoy and perhaps
destroy business competitors, it is just so much clear gain. )

That most of the outery about trusts and combinations and companies of
various kinds to advance business projects is the work of those who are after
the same kind of control and supremacy, cannot be doubted. The general
public cares very little about these enterprises, and would know less were it
not for the interested publication of all kinds of assertions and charges as to
their objects and probable results. 1t is easy enough to start attacks of this
kind; the newspapers are on the lookout for sensations, and politicians on the
watch for issues. Then the economists, always willing to have something
new to investigate, take the matter up and elaborate reasons for and against.
When suficient public interest is excited to make politicians fear that unless
they also take notice votes will be lost, it is not difficult to induce the author-
ities to enter into a legal investigation.

It may well be surmised that the efforts made to consolidate industries
would not usually have been attempted if the separate corporations or firms
had not gone about as far as they could, under competitive conditions. It is
often and most plausibly asserted that the combination of a number of sep-
arate firms and corporations throws large numbers out of employment and
thus is opposed to publie policy. But if these separate firms and corporations
had reached a point where they could no longer continue business, it was
evident that the employment of the persons involved must have ceased. The
eombination cannot be blamed for evils that would have occurred to a greater
degree had not the combination been made.

The general character of the charges against modern business methods is
that they injure the individual in his opportunities to acquire wealth; ¥hat
is, through them, it becomes more difficult for the individual to mark out his
own course. He must work within the lines prescribed or not at all. 'While
for the majority the trust and combination prescribe the direction they must
take, to a few, on the other hand, almost boundless opportunities of enrich-
ing themselves are offered. It is probable that the new business order may
reduce the number of great prizes, but that it will increase the opportunity
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for a larger number to arrive at a competence. In fact, the great wealth that
has come to some few is most likely an exceptional phenomenon attendant on
the passing from the old competitive method to the new where the interests
of all are supposed to be advanced by the absence of competition. But when
the new order is once established these opportunities will not recar. When
the change has been thoroughly effected, those who are dependent on the
industry will be on the average better off under the new system than under
the old, and there is no reason to think that the numbers employed will be
fewer. On the whole it is probable that, in the long run, the combination
will be as beneflcial for those who furnish the labor as for those who furnish
the capital.

It has been the history of the social relations of human beings that as
population becomes more dense, the individual has to combine with his fellows
for mutual protection. The ordinary laws do not, in communities reckoned
civilized, furnish protection and fair play to the poorer members. Societies
are formed to supplement the defects of the law and to secure its privileges.
The help of his society enables the poor man to obtain the equality of privi-
lege before the law that the rich man enforces for himself. The unequal dis-
tribution of wealth prevents exact justice being done in regard to property as
well as in regard to personal rights, and corporations and associations secure
to persons of moderate means an equitable recognition of their rights which
they could not secure as individuals. But as wealth increases the means of
conserving and protecting wealth also increase. The ownership of anything
short of a controlling interest of some securities would be dangerous if it were
not that there are agencies which are powerful enough to enforce and protect
minority rights. The trust company is a wonderful agency by which the
accumulated wealth belonging to persons without the skill necessary to pro-
tect and conserve it can be safely managed. The companies formed for the
preservation and management of the shares of affiliated railroads have for
their object the protection of the property rights of the holder of one share,
as much as those of the holders of the controlling interests. The shares of
large corporations are viewed with more or less suspicion by the small investor,
because of the fear he has that he may be frozen out. But great financiers
recognize that the policy of wreck and ruin for the beneflt of a few is bad for
railroad property, as well as dishonest. If great holdings are to increase in
value small holdings must be protected. The securities companies are intended
to extend this protection and careful management to the securities of the com-
panies involved for the benefit of all holders, large and small alike. Men of
great wealth do not desire to have their investments all in one line, and in
order to distribute their holdings they must insure the future stability of
them. Such companies will necessarily be more and more resorted to as the
protection they give becomes recognized.

OPPOSITION TO BRANCH BANKES.—At the convention of Southern bankers
recently held at Savannah, the opposition to branch banks prevented the
adoption of resolutions approving the Fowler Currency Bill. There seemed
to be a more favorable disposition in regard to the proposals for asset cur-
rency and the retirement of the greenbacks. A measure providing for the
conversion of the legal tenders into gold certificates could probably be got
through Congress if the sound money forces would unite in favor of sach a
measure.



NATIONAL BANKS AND OTHER BANKS.

There are in the country 5,204 State banks and 4,168 private banks. This
is shown by the last Report of the Comptroller of the Currency. These banks
are exclusive of trust companies and Savings banks. There are thus 9,372
banks other than National banks in the country. The number of National
banks at a corresponding period was 4,279, or less than one-third of the total
number of banks reported by the Comptroller of the Currency. In addition
to these banks, National, State and private, there were 1,007 Savings banks
and 334 trust and loan companies reported by the Comptroller. These do to
some extent the same business as National, State and private banks. Accord-
ing to this it takes nearly 15,000 financial institutions to do the banking busi-
ness of the United States, of which less than a third are National banks.

This showing of itself seems to prove a radical defect of some kind in the
National banking system, failing as it does to cover the whole fleld of bank-
ing, and this failure rendering it necessary to employ the services of 10,710
other financial institutions to help out.

There was a short period when the National banks did very nearly occupy
the whole field. This was after the law placing a tax of ten per cent. on State
bank circulation went into operation. Prior to that date capitalists had an
idea that a bank could not exist without the right to issue circulating notes.
But they soon learned that there were opportunities for banks of discount
and deposit, and the present State banks began to appear and have increased
in numbers up to this time.

One important reason why State banks have thriven to the extent shown
is because of the provision of the National Banking Law absolutely prohibit-
ing National banks from loaning on real estate security.

In the early history of banking, when the country was sparsely settled
and when the values of real estate were undertain, many banks had come to
grief because they had loaned on real estate security. This was recognized
by the men who drafted the National Banking Law. Another reason, per-
haps, was that the design was to secure the largest possible investment of
bank capital in United States securities, and real estate security might in
many cases have proved a serious rival. The National system also was
intended for the whole country, and although in some States and localities
real estate was a good security, there were many sections where real estate
bad no settled and permanent value. A State bank was, if anything, a bank
organized to meet local wants, and one of these wants was the necessity for
bank facilities by men whose only collateral was real estate. Such a one,
asking a National bank for a loan, while his real estate might be recognized
as good ultimate security, would be required to obtain a good endorser. The
State bank would, however, make a loan on his single name backed by a
bond and mortgage on his real estate. To deal with a State bank was the
more simple and independent way of obtaining the loan.

Whatever the reason may be, the general belief of a very large class of
borrowers is that the accommodations afforded by the State banks are more
eagily obtained than those of National banks. The average depositor places
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his surplus with the bank which will give him the greatest accommodation.
It is because of their kind treatment of customers that State banks are for-
midable rivals of National banks in obtaining deposits. By loaning on real
estate they do a class of business where it is perhaps more difficult to realize
quickly on their loans, but it is more profitable on this very account, and if
this class of business could not secure bank facilities the prosperity of the
ocountry would be very much diminished.

From this inability to realize quickly on a portion of their assets it might
be expected that the percentage of failure among State banks would be greater
than among National banks. The difference is, however, very slight and
this speaks volumes in favor of the general skill, sagacity and honesty with
which these banks conduct their business. Another reason for the prevalence
of State banks, even where capital is abundant, as rivals of National banks,
is that the managers and officers do not expose themselves to relentless prose-
cution in case of accident or failure. It may be prefaced that very few if any
men go into the banking business with deliberate intent to defraud the pub-
lic. The great majority of failures are due not to dishonesty but to mis-
judgment and accident. It is well known that prosecutions conducted by the
Federal Government are more thorough and relentless than those conducted
by the State courts. A man starting a bank may have no idea of doing any-
thing to render himself liable to the penalties of the law, but believing that
unforeseen contingencies may, without any intention on his part, make him
liable to prosecution, he doubtless prefers to be situated out of the range of
the severity of the Federal law.

It has often been claimed that the growth of State banks is to be explained
as a mere matter of amount of capital. Although some State banks are no
doubt started in places where the minimum capital of a National bank could
not be raised, yet as a rule we find State banks with equal or greater capital
side by side with National banks. The possession of capital does not by any
means induce the starting of a National bank in preference to a State bank.
The real reason of the growth of these institutions is greater power in making
loans, greater freedom from restrictions which seem to interfere with the per-
sonal independence of the banker, and less fear of prosecution if things go
wrong.

It is to be doubted, even if National banks shall be given a free circulation
privilege, if State banks as a rule would surrender the freedom they now pos-
sees and become National banks. Although the State banks are not directly
under the provisions of the National laws, yet it must not be imagined they
do not feel their influaence. The necessity of competing at every turn with
National banks causes State banks to maintain a higher standard of manage-
ment than they would probably do were there no National banks. The
Federal laws set up an ideal standard of banking which is the guide not only
for the bankers who work under its provisions but also for those who are in
competition with them. The desire for uniformity is a mark of the doctri-
naire. A simple compact system requires less study and explanation. These
simple and compact systems are attained by sacrificing important functions
and restricting individual freedom of development. The complex system of
National, State and private banks, or no system as Mr. Stickney complained,
is probably a better aid to the prosperous development of the country than
would be either a system of National banks alone or of State banks alone.



BANKING LAW DEPARTMENT.

IMPORTANT LEGAL DECISIONS OF INTEREST TO BANKERS.

All the latest decisions affecting bankers rendered by the United States Courts and State Court
of last resort will be found in the MAGAZINE'S Law Department as early as obtainable.

Attention is also directed to the “ Replies to Law and Banking Questions,” inocluded in this
Department.

CASHIER—AUTHORITY—RATIFICATION OF ACTS—NEGLIGENCE OF BANK
OFFICERS.

Court of Errors and Appeals of New Jersey, March 8, 1902.
CAMPBELL vs. MANUFACTURERS’' NATIONAL BANK.

There is no reason that can be given, which is founded upon principle, for not applying the
same rule of agency to a Cashier as to other persons ocoupying fiduciary relations.

A person cannot deal with a Cashier of a bank as an individual, in securing a draft, and
claim, after the draft is delivered, it has become the transaction of the bank.

‘While a Cashier of a bank is presumed to have all the authority he exercises in dealing with
executive functions legally within the powers of the bank, or which are usually done,
or held out to be done, by such an officer, still the test is whether the transaction is with
the bank and in its businees, or with the Cashier personally and in his business. As to
the former, all presumptions are in favor of its regularity and binding force. As to the
latter, no such presumptions arise.

Upon the proof that the transaction was known to the claimant to be an individual one, and
not with the bank, the burthen is cast upon the claimant to establish that the act of the
Casbier thus done for his own individual benefit was authorized or ratified.

Neither authorization nor ratification arises from unknown conocealed fraudulent transac-
tions of & Cashier. It is only known open ones, similar to the alleged dishonest ones,
which work an estoppel.

Failure to detect that which an inspection with ordinary care would not have discovered
will not work a ratification. Where a draft on a corresponding bank is regular on its
face, and the entry upon the stub of the draft book from which it is taken is also
regular, there is nothing to go to a jury to establish laches in the officer of a bank for
neglect to discover its fraudulent character from inspection.

(8yllabus by the Court.)

FoRT, J.: This is an action by the Receiver of the Middlesex County
Bank to recover back money paid to the plaintiff in error by George M.
Valentine, who was, at the time of the payment, Cashier of said bank. The
payment was made by Valentine in satisfaction of his individual debt. The
method of payment was by a draft of the Middlesex County Bank drawn on
the National Park Bank of New York, its correepondent, and signed, ‘‘ George
M. Valentine, Cashier.” The draft thus issued was drawn to the order of
John A. Miller, attorney, and delivered to him, for the plaintiff in error. The
transaction out of which the indebtedness of Valentine to the plaintiff in
error, the Manufacturers’ National Bank, arose, was the discounting of a note,
made by a firm of which Valentine was a member, and indorsed by Valentine
individually and others. This note thus discounted fell due and was pro-
tested, and afterward judgment was ebtained thereon against the makers
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thereof and Valentine individually. The Middlesex County Bank had no
interest, directly or indirectly, in the note or its proceeds.

All these facts were known to the plaintiff in error both before and after
the judgment. The judgment was entered March 4, 1899. Mr. Miller, the
attorney of the plaintiff in error, after several attempts, found Valentine at
the bank in Perth Amboy on March 13, 1899. Payment of the judgmnent was
demanded, and, after some talk, Valentine, in the presence of Miller, took
the draft book of the Middlesex County Bank, containing blank drafts of that
bank on the National Park Bank of New York, and fliled out a draft of the
Middlesex County Bank upon the National Park Bank of New York for the
sum of $7,500, to the order of J. A. Miller, attorney as aforesaid, and signed
it, ‘‘ Geo. M. Valentine, Cashier,” and handed this draft to Miller. The draft
thus delivered to Miller was not, and did not pretend to be, anything other
than the draft of the Middlesex County Bank, made by its Cashier, in his
official capacity, against the funds of the Middlesex County Bank deposited
in the National Park Bank of New York, and was intended by Valentine, and
known by Miller, to be issued for the payment of the debt of George M.
Valentine as an individaal. With all of these facts the plaintiff in error, by
its officers and its attorney, was familiar.

There is no reason which is founded on principle that can be given for not
applying the same rule of agency to a Cashier as to other persons occupying
fiduciary relations. No person can act as an agent in a transaction in which
he has an interest, or to which he is a party, on the side opposite to his prin-
cipal. This must be so where the person dealing with the agent has knowl-
edge of the facts.

A person cannot deal with a Cashier of a bank as an individual, in
securing a draft, and claim, after the draft is delivered, it has become
the transaction of the bank. To make the acts of the Cashier valid, the
transaction in which the draft is delivered must be a bank transaction,
made by the Cashier, within his express or implied aathority, in the conduct
of the business of the bank. 8o long as a person deals with the Cashier in a
matter wherein, as between himself and the Cashier, he is dealing with, or
has a right to believe he is dealing with, the bank, the transaction is obliga-
tory upon the bank. The Cashier is presumed to have all the authority he
exercises in dealing with executive functions legally within the powers of the
bank itself, or which are usually or customarily done, or held out to be done,
by such an officer. But the test of the transaction is whether it is with the
bank and its business, or with the Cashier personally and in his business.
(Claflin vs. Bank, 25 N. Y. 293; Moores vs. Bank, 111 U. 8. 164, 4 Sup. Ct.
3846, 28 L. Ed. 385.)

As to the former, all presumptions are in favor of its regularity and bind-
ing force. In the latter, no such presumption arises. In fact, upon proof
that it was known to the claimant to be an individual transaction, and not
one for the bank, the burthen is cast upon the claimant to establish by proof
that the act of the Cashier thus done for his own individual benefit was
authorized or ratified. These are fundamental principles applicable to prin-
cipal and agent in every transaction arising out of that relation. (Bank of
New York National Banking Ass’'n vs. American Dock and Trust Co. 143 N.
Y. 559, 564, 38 N. E. 713; Manhattan Life Ins. Co. vs. Forty-second and G.
8t. Ferry Co. 139 N. Y. 146, 151, 34 N. E. 776; Shaw vs. Spencer, 100 Mass.
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382, 390, 394, 97 Am. Dec. 107, 1 Am. Rep. 115; Petrie vs. Clark, 11 Serg. &
R. 377, 14 Am. Deec. 636 [Gibson, C. J.]; Road Co. vs. Paviour, 164 N. Y. 281,
286, 58 N. E. 114, 52 L. R. A. 790; Huff. Ag. [2d Ed.] p. 110.)

Little contention was made in this case, even by the counsel of the plaintiff
in error, against the rule above stated, although some effort was made to dis-
tinguish between the rule applicable to principal and agent as applied to a
Cashier, as contradistinguished from other agency relations; but we are
unable to accept such a theory, or to hold the rule to be any broader in the
case of a Cashier than as above declared.

Strong contention was made by the plaintiff in error for the right to retain
the fund received for Valentine’s individual debt from the proceeds of the
draft of the Middlesex County Bank, upon the grounds (1) that Valentine
was authorized to issue such drafts; and (2) that, if he were not so authorized,
his act in this case would be deemed ratifled, through the knowledge of the
bank’s officers, obtainable from the draft itself, or the records of the bank
from which they actually knew, or were chargeable, in the exercise of ordi-
nary care, with knowing, the transaction. The case is utterly devoid of proof
that Valentine was ever authorized by any one to draw drafts of this charac-
ter for his individual account against the funds of the bank with its New York
correspondent. It does appear that he had overdrawn his account and bor-
rowed money on questionable securities, but those transactions are stated by
the letters to the banking department to be ones with which the directors
were familiar, and about which the directors knew, and for which they held
securities, and in which the directors only differed with the banking depart-
ment as to the sufficiency of the security they had required Valentine to
pledge for those loans. There is no proof that those loans were not made in
the usual course, nor that the directors authorized or acquiesced in the use of -
the bank’s funds by Valentine before, or without, their knowledge; nor that
Valentine, in any of the transactions out of which these obligations arose, had
ever dealt with any person to create his indebtedness to the bank before the
bank directors knew of it and had authorized his use of the funds; nor is
there anything to show, in any of those letters to the banking department by
the President of the bank, or from that department to the bank, that the
directors knew he was using the funds of the bank, without their knowledge
or consent, in his individual transactions, or that he had paid a single individ-
ual debt before they were advised of it, and had received security from him
for the money which he proposed to use to pay it.

It would have been an entirely different situation if he had been in the
habit of drawing similar drafts against the bank’s funds for his individual
purposes before consulting the President or the directors, and they had known
of or subsequently approved such acts. That would have made a case within
the principle ruled in Goshen Nat. Bank vs. State, hereafter considered, but
that is not this case.

Whatever acts are proven to have been done by Valentine without the
approval of the President or directors first obtained, were admittedly con-
cealed transactions, not open ones—fraudulent acts. It is not pretended that
a single one of the thirteen drafts alleged to be fraudulent, out of over 16,000
honest ones, was actually authorized or ratified by the President or the
directors; nor is it pretended that a single open transaction of that kind was
known to or ratified by them. It is not concealed dishonest transactions
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which made a ratification, but open ones of a character similar to the alleged
dishonest ones. (Gale vs. Bank, 43 C. C. A. 496, 104 Fed. 214.)

If a bank gives its Cashier authority to draw drafts for his own account on
its funds, or ratifies his acts in known transactions which he openly conducts,
honestly or dishonestly, it will not be permitted to say that a similar trans-
action which he secretly and by concealment conducts does not bind it. The
distinction is just there. This was the basis of the decision of the New York
Court of Appeals in Goshen Nat. Bank vs. State, 141 N. Y. 379, 36 N. E. 316,
upon which the plaintiff in error so strenuously relies. The opinion in that
case cites the facts very meagerly. Through the courtesy of the present chief
judge of that court, I have had before me all the proofs, findings and
exhibits upon which that case was decided; and an examination of the record
fully sustains Judge Peckham in saying that the Cashier there ‘‘ had the right
to draw a draft on the corresponding bank of the claimant for himself upon
the same terms that he had to draw a draft for a stranger.” Henry Bacon,
the President, testified that ‘‘ he (the Cashier) had a right to draw a draft on
the Importers and Traders’ National Bank for himself upon the same terms
that he would draw for a stranger.” George Grier, the Assistant Cashier of
the bank, testified that he was well acquainted with the Cashier’s methods of
drawing drafts in all his transactions as county treasurer for more than a year
prior to the drawing of the fraudulent draft in controversy, and that during
that period Murray ‘‘ was aocustomed to draw checks as county treasurer
against the funds in his hands as such treasurer on deposit in the Goshen
National Bank, payable to the Goshen National Bank, in various amounts,
and then, as Cashier of said Goshen National Bank, to draw drafts for a sim-
ilar amount on the Importers and Traders’' National Bank of the City of New
York, against the funds of the Goshen National Bank on deposit with said
Importers and Traders' National Bank, placing said drafts to his credit in
said Importers and Traders’ National Bank as county treasurer.”

There was no dispute, under the facts in that case, that practically all the
time that Murray, the Cashier, was county treasurer, he had used the bank’s
drafts for his own purposes, as such treasurer, to transfer funds to New York,
with the knowledge of the President, Assistant Cashier, and directors. He
was also permitted to draw sach drafts to himself or a stranger in county
treasurer matters, with the same freedom that he would issue such a draft to
any customer of the bank. They had allowed him to treat himself in his
official relation of county treasurer, in the matters of issuing Cashier’s checks
or drafts for county treasurer’s account, as he was permitted to do for any
other depositor or other person dealing with the bank in the ordinary course
of business. That case was, upon its facts, in exact conformity with the prin-
ciple here sustained, and upon all the cases, under the facts proven, was
rightly decided. Judge Peckham himself expressly distinguishes the Goshen
Bank Case from cases like the one before us in Bank of New York National
Bauoking Ass’'n vs. American Dock and Trust Co. 143 N. Y. 559, 564, 38 N.
E. 713.

Nor will the facts in this case justify a finding of constructive notice to
the directors of the Middlesex County Bank, arising from a failure to know
what they would have known, had they exercised ordinary care, as to the
draft issued by Valentine to Miller. If the draft had been drawn to Valen-
tine’s own order, it would have heen discoverable upon inspection, and some
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question might then have arisen. This draft was drawn to ‘“ John A. Miller,
Attorney,” and was regularly entered on the stub of the draft book, and would
appear perfectly regular in the account current when retarned by the National
Park Bank with the vouchers at the end of the month. A bank may issue
its draft to any one who pays for it. Is it to be said that a bank will be held
toratify a draft frandulently issued by its Cashier, though regular on its face,
because the other officers of the bank do not trace through the books of the
bank to see to what account it is charged? Upon the face of the draft, no one
but Miller, the attorney, and the officers of the plaintiff in error, besides Val-
entine, could have known the draft was for his individual debt. That which
is discernible by inspection, upon the face of a draft or record, and which
needs no investigation to show it to be out of the ordinary, and therefore
speaks for itself, will, no doubt, raise an implied or constructive ratification,
if seen by officers or directors. And failure to exercise ordinary care in check-
ing off vouchers or inspecting records by bank officers will, no doubt, also raise
such a ratiflcation, if it appears that, if they had so examined the same, a
simple inspection thereof would have shown the facts. They are undoubtedly
chargeable with the things they know, or would have known by the exercise
of ordinary care, and are estopped from denying the responsibility thereon
unless repudiated within a reasonable time after such knowledge or imputed
knowledge. But the facts in this case as to the draft in question do not bring
it within this rale.

All the points here determined are fully discussed by the opinion in Lam-
son vs. Beard (decided in the United States Circuit Court of Appeals and the
same conclusion reached as here), 36 C. C. A. 56, 94 Fed. 30, 45 L. R. A. 822,

Under all the cases, and upon principle, under the facts in evidence, the
trial court was right in directing a verdict for the plaintiff, and the judgment
of the supreme court entered on that verdict is affirmed.

APPROPRIATION OF FUNDS TO PAYMENT OF DEBT DUE BANK—TRUST
FUNDS.
Supreme Court of Nebraska, April 2, 1902.
GLOBE SAVINGS BANK vs. NATIONAL BANK OF COMMERCE OF NEW LONDON,
CONNECTICUT.

A bank has the right to appropriate the funds of a depositor to the extent of the indebted-
nees due from him ; but if the deposit, or any part thereof, is a trust fund, and the bank
has notice of this fact, it will be liable to the true owner if it appropriates such fund to
the discharge of an indebtedness due from the depositor.

A bank which appropriates a deposit made by a customer to reduce his indebtedness due
the bank, knowing the deposit, or a part thereof, to be a trust fund, is liable to the
trae owner for a conversion of his money, and an action at law to recover the amount
can be mafuntained.

This was an .action brought by the National Bank of Commerce against
the Globe Savings Bank and the Globe Loan and Trust Company to recover
the proeeeds of four paving warrants issued by the city of Omaha, which had
been sent by the plaintiff to the Globe Loan and Trust Company for collec-
tion, and which were collected by that company October 31, 1895, in the sum
of $1,258.94. The petition alleged that the Globe Loan and Trust Company,
fraudulently and without authority, turned the money over to the plaintiff
in error, and that it received the money ‘‘ with full knowledge that the same
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was the property of the plaintiff, and that the defendant Globe Loan and
Trust Company had no right or authority to pay and deliver the same to the
Savings bank.”

DUFFIE, C. (omitting part of the opinion): We conclude, therefore, that
there is sufficient competent evidence in the record to sustain a finding that
the check in question was deposited by the Globe Loan and Trust Company
to its credit in the Globe Savings Bank.

The evidence is undisputed that at the date of the deposit of this check
the Globe Loan and Trust Company was indebted to the Globe Savings Bank
in a sum exceeding $5,000, and the question arises, whether, by using this
check to reduce the amount of that indebtedness, the Savings Bank converted
the money of the Commercial National Bank, and is liable therefor in this
action,

There can be no question that a bank has a lien on the deposits of its cus-
tomers for any debt due, and that it may apply a deposit made by a customer
indebted to it in payment of an overdraft or any indebtedness which the bank
may hold against him. This is the general rule; but, like all general rules,
it has its exceptions. A bank cannot apply money paid in by a customer and
held by him as trustee for another to the payment of his own debt. 1f the
bank has knowledge of the trust relation it will be liable for a conversion of
the fund in case it applies it in satisfaction of its own indebtedness.

In Central Nat. Bank vs. Connecticut Mut. Life Ins. Co. (104 U. 8. 54),
it was held that when, against a bank account designated as one kept by the
depositor in a fiduciary character, the bank seeks to assert its lien as a banker
for a personal obligation of the depositor known to have been contracted for
his private beneflt, it must be held as having notice that the fund represented
by the account is not the individual property of the depositor if it is shown
to consist, in whole or in part, of funds held by him in a trust relation.

In Banking Co. vs. Boone (102 Ga. 202), it is said: ‘‘A bank cannot,
without incurring liability to the true owner, knowingly appropriate to the
satisfaction of a debt due to it by another trust funds deposited with it by
him after the creation of such debt.” In Bundy vs. Town of Monticello, 84
Ind. 119, it was held that a trust fund, or money substituted for such fund,
may be recovered from the trustee, and all persons having notice of such
trust into whose hands such fund may come.

An extensive and interesting note covering the law on the question
involved will be found in Road Co. vs. Paviour (N. Y.) 62 L. R. A. 780 (s. c.
68 N. E. 114).

The Globe Loan and Trust Company and the Globe Savings Bank trans-
acted business in the same building and used the same vault, and both cor-
porations were largely composed of the same stockholders and officers. The
same person was President of both corporations, and the Cashier of the Globe
Savings Bank, who indorsed the check in question for deposit in the Com-
mercial National Bank to the credit of his own bank, was Secretary and Treas-
urer of the Globe Loan and Trust Company, and other officers of the Globe
Savings Bank were trustees and officers of the Globe Loan and Trust Com-
pany; so that the bank was chargeable with knowledge that the check taken
by the Globe Loan and Trust Company, in payment of the warrant of the
plaintiff below, was a trust fund, and that it could not be appropriated, to
the extent, at least, of the interest of the defendant in error to reduce the
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amount due from the Globe Loan and Trust Company to the Globe Savings
Bank. Having this knowledge, and making the application, was a conversion
of the fund, and, having converted the money of the defendant in error, there
is no doubt of its liability for the money converted.

POWERS OF PRESIDENT—LOANS MADE BY—CONDITIONS OF.
Supreme Court of Missouri, Division No. 2, March 11, 1902.

ROE v8. BANK OF VERSAILLES.

‘Where a person borrows mouey of abauk, through its Pregident, he can not deny the author
ity of such officer to make the loan, or to prescribe the terms and conditions thereof.

This was an action to recover damages for refusal to pay plaintiff’s checks.

The evidence tended to show that plaintiff had been trading in stock, and
about August 1, 1897, applied to the President of the Bank of Versailles for
money to enable him to buy merchantable hogs. It was agreed that the bank
would advance money from time to time on his checks to enable him to pur-
chase hogs suitable for the market. The hogs were to be delivered by plain-
tiff to his agent, one William Callison, and when sold by the latter the money
was to be deposited in the bank to meet the overdrafts created when they
were purchased.

SHERWOOD, J. (omitting part of the'opinion): Plaintiff’s objection to Dr.
‘Woods, the President, testifying that he made an agreement with plaintiff
whereby the latter was to get money from the bank to buy a certain deserip-
tion of hogs, on the ground that the President could not contract for the
bank to loan its money to a custowner, had in the circumstances here pre-
sented no foundation in law.

As was said by Gantt, P. J., when speaking as the organ of the court in
Spark vs. Dispatch Co. 104 Mo. loc. cit. 540. ‘‘The president of a business
corporation is its chief executive officer. He may, without any special
authority from the board of directors, perform all acts of an ordinary nature
which by usage or necessity are incident to his office, and may bind the cor-
poration by contracts in matters arising in the usual course of business.
(Boone, Corp. Sec. 144; Stokes vs. Pottery Co. 46 N. J. Law, 237.")

But, apart from direct authority owing to and arising from official posi-
tion, it does not lie in plaintiff’s mouth, after having borrowed the money
from the bank through the President, now to deny the authority of the
President either to loan the money to him or to dictate the terms of such
loan. If the plaintiff’s position be correct, that the President had no author-
ity to loan the bank’s money, then it inevitably follows that plaintiff never
got the money from the bank at all, and consequently had no money in the
bank to draw on, and therefore had no ground of action against the bank for
not honoring his checks. In other words, plaintiff’s position-on this point, if
suceessful, would cause the bottom to drop out of his cause of action. Not
only is plaintiff estopped from pleading the President’s lack of power in this
regard, but the bank itself, having let the plaintiff have its money, through
the assumed agency of its President (if it was assumed), is also estopped to
deny the legitimate nature of the loan. And in the absence of countervailing
evidence, inasmuch as the bank’s books show the loan was made, it will be
presumed that the nature and character and all the essential features of the



80 THE BANKERS' MAGAZINE.

loan were made known to the bank; and, as no disapproval by the bank of
the loan appears, it will be presumed the bank approved of the loan in all
points and particulars, for this is the ordinary presumption of law and the
usual course of business. (Long vs. Smelting Co. 68 Mo. 422; Breckinridge
vs. Insurance Co. 87 Mo. loc. cit. 71; Story, Ag. Sec. 140; Lenox vs. Harri-
son, 88 Mo. loc. cit. 496, and cases cited.)

And on another ground, even if the act of the President were wholly
unauthorized, that act can be upheld, and that is on the basis of ratification,
which is as effectual against a corporation as against an individual in like cir-
cumstances, and tantamount to prior authorization. (Bank vs. Fricke, 76

. Mo. 178, and cases cited; Bank vs. Gay, 63 Mo. 33.)

If Dr. Woods, the President, either in point of law, as being the executive
officer of the bank, or through custom or usage, or in consequence of ratifica-
tion, was or became authorized to make the contract with plaintiff about the
hogs and the terms on which plaintiff could get the money, it was entirely
competent to permit Dr. Woods to state what kind of hogs under the terms
of the contract plaintiff was to buy as a condition of getting credit at the bank.

USURY BY NATIONAL BANK—REMEDY—RENEWAL NOTES.
Supreme Court of Appeals of West Virginia, March 22, 1902.
CHARLESTON NATIONAL BANK vs. BRADFORD.

Usurious interest paid a National bank on renewing a series of notes cannot, in an action
by the bank on the last of them, be applied in satisfaction of the principal of the debt.

The remedy given by the National Bank Act for the recovery of usurious interest paid to a
National bank is exclusive.

MCcWHORTER, J.: This was an action of assumpsit brought by the Charles-
ton National Bank against W. A. Bradford in the Circuit Court of Kanawha
county, with an indebitatus count on a note dated October 18, 1899, for $§278,
negotiable and payable to said bank sixty days after date at said bank at
Charleston, W. Va., with eight per centum interest after maturity until paid.
Plaintiff filed the affidavit of H. L. Pritchard, its Cashier, under section 46,
e. 125, Code, showing amount plaintiff was entitled to recover under the
declaration, ‘‘including principal dnd interest, after deducting all payments,
credits and set-offs made by the defendant,” to be the sum of $289.81. The
defendant appeared and tendered a special plea in writing, accompanied with
an aflidavit, to the filling of which plea and afidavit the plaintiff objected and
excepted; the court overruled said objections and exceptions, and allowed
said plea and affidavit to be filed, to which ruling the plaintift excepted.

The affidavit, omitting the formal parts, is as follows:

*‘That he does not owe to the plaintiff, as he verily believes, to exceed two
hundred and fifty dollars in said action; that said claim so sued on embraces
a long series of notes and renewals thereof, apon each of which was paid usu-
rious interest; and that it is impossible to ascertain the true and accurate
amount 8o due the plaintiff without an account taken of all of said transac-
tions from the beginning, and he is unable to say just what amount is really
and legally due the plaintiff in this action.”

The special plea in writing tendered by the defendant was ‘‘ that the con-
tract in the said declaration mentioned was for the payment of a greater
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amount of interest than six per centum. And this the defendant is ready to
”

Plaintiff asked and obtained leave to amend its declaration, after naming
the plaintiff and alleging it to be a corporation by adding the words, ‘‘a
National bank duly chartered and organized under the laws of the United
States of America, in the city of Charleston, county of Kanawha, and State
of West Virginia.” The defendant then asked and obtained leave to amend
his special plea by adding to the end of it, ‘‘and that said plaintiff is not a
National bank duly chartered and organized under the laws of the United
States of America,” to which amendment plaintiff objected and excepted.
The court rendered judgment for plaintiff for §250, the amofint exceeding
which defendant stated in his affidavit he was not-indebted to plaintiff, with
interest on said sum from September 3, 1900, until paid, and as to the residue
of said claim the court retained same for trial on the plea of usury. To the
rling of the court in rendering such judgment, and in allowing said amend-
ment to the declaration, and in not requiring the plaintiff to reply generally -
to the special plea before rendering the judgment, and in not directing the
said special issue as provided in section 6, c. 96, Code, the defendant objected
and excepted, and obtained a writ of error and supersedeas to said judgment.

Section 41, e. 125, Code, provides that it shall not be necessary to prove
the existence of a corporation alleged in the declaration to be such, unless the
pleading which puts the matter in issue be verified, or an affidavit be filed
with it denying the existence of such corporation.

This amendment to the plea should not have been permitted to be made.
Bection 5197, Rev. 8t. U. 8., provides that ‘‘ any association may take, receive,
reserve, and charge on any loan or discount made, or upon any note, bill of
exchange, or other evidence of debt, interest at the rate allowed by the laws
of the State, Territory, or district where the bank is located and no more,
except that where by the laws of any State a different rate is limited for banks
of issue organized under State laws the rate so limited shall be allowed for
associations organized or existing in any such State under this title.” Section
5198, Id., provides: ‘‘The taking, receiving, reserving, or charging a rate of
interest greater than is allowed by the preceding section, when knowingly
done, shall be deemed a forfeiture of the entire interest which the note, bill,
or other evidence of debt carries with it, or which has been agreed to be paid
thereon. In case the greater rate of interest has been paid, the person by
whom it has been paid or a legal representative may recover back in an action
in the nature of an action of debt twice the amount of the interest thus paid
from the association taking or receiving the same; provided such action is
commenced within two years from the time the usurious transaction occur-
red”—and then provides that such action may be brought in the United
States courts, or State, county, or municipal courts, where the association is
located, having jurisdiction in similar cases.

The questions arising in this case are controlled by the case of Bank vs.
Boylen, 26 W. Va. 554, in which case the syllabus is as follows: ‘1. Under
the provisions of the act of congress (Rev. 8t. U. 8. sections 5197, 5198),
usurious interest, actually paid to a National bank on discounting and renew-
ing a series of notes, cannot, in an action by the bank on the last of them, be
applied in satisfaction of the principal of the debt. 2. The said act having
prescribed, as the penalty for taking usurious interest, that the person pay-
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ing the same may, in an action, recover twice the amount so paid, he can
resort to no other mode or form of procedure. 3. Congress having prescribed
the penalty for the taking of usurious interest by a National bank, and like-
wise the remedy for recovering such interest, the States and their courts are
bound thereby, and they can neither add to the penalty nor apply any remedy
other than that so prescribed.”

In Driesbach vs. Bank, 104 U. 8. 52, it is held: ¢ Usurious interest paid
a National bank on renewing a series of notes cannot, in an action by the
bank on the last of them, be applied in satisfaction of the principal of the
debt.” (Stevens vs. Bank, 111 U. 8. 197.)

The afidatit of defendant flled with his plea discldsed the fact that his
only defense to the action of plaintiff was the usurious interest paid on ‘‘a
long series of notes and renewals thereof, upon each of which was paid usuri-
ous interest.” TUnder section 5197, Rev. St. U. 8., defendant could make no
such defense in this case.

In Stevens vs. Bank, cited, it is held, ‘‘ The remedy given by Rev. 8t. U.
8. section 5198, for the recovery of usurious interest paid to a National bank,
is exclusive;” and cites Barnet vs. Bank, 98 U. 8. 555; Bank vs. Dearing, 91
U. 8. 29; Driesbach v. Bank, supra.

It appears from the note sued on in this case that it was to draw usurious
interest from date of its maturity. The judgment of the circuit court should
have been for the plaintiff for $278, the principal of said note, with interest
from April 9, 1901, the date of the judgment. The interest on said note being
forfeited by the express terms of the statute (said section 5198), the judgment
therefore is set aside and annulled, and, this court proceeding to render such
judgment as the circuit court should have rendered, it is considered that the
plaintiff recover against the defendant §278, the principal of said note, with
interest thereon from April 9, 1901, until paid, and its costs expended in the
circuit court, and, being the party substantially prevailing in this court upon
the writ of error, is entitled to costs and damages according to law.

PROTEST—MEANING OF TERM—DUTY OF NOTARY.
Supreme Court of Nebraska, February 6, 1902.
DARTMOUTH SAVINGS BANK V8. FOLEY, et al.
Where paper is remitted to a bank with instructions to ‘ protest,’’ the term includes all the
steps necessary to fix the liability of the drawer or indorsers.
In Nebraska a notary public is authorized to give notice of dishonor, and the giving of such
notice is accounted an official duty.
Where a bank receives paper with a direction to * protest,” it is liable only for due care in
selecting a notary.

This was an action to recover damages for failing to give due notice of dis-
honor to an indorser, whereby the indorser was discharged.

HAsTINGS, C. (omitting part of the opinion): It is claimed that the peti-
tion merely alleges damages by reason of a failure to follow instructions, and
as no instructions were given, except merely to protest the note, there can be
no recovery. This ground for supporting the judgment cannot be sustained.
It is entirely true, as remarked in Daniel, Neg. Inst. section 929, the term
‘‘ protest ” includee, in a popular sense, all the steps necessary to fix the lia-
bility of a drawer or indorser of negotiable paper. It is so understood cur-
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rently among commercial men, and the meaning is recognized in Wood River
Bank vs. First Nat. Bank (36 Neb. 744). It was also recognized by the
defendant Parks as having that meaning, and he undertook to follow his
instructions in that respect. Plainly, that was what was both meant and
understood by this word in the advice with this note.

*® *® * * *® * * * * *

It is urged that it is not a part of a notary’s official duty to give notice of
dishonor of paper intrusted to him. Such is the doctrine of commercial law.
In the abseence of any statutory change in the law, he is to be deemed, so far
as notices are concerned, the mere agent of the holder. (Swayze vs. Britton,
17 Kan. 625.) It is to be observed, however, that the Kansas statute differs
materially from ours. In that State his certiflcate is evidence of protest only;
in ours, of notice as well. (S8ection 349, Code Civ. Proc.) In that State his
authority is to protest paper. In Nebraska his express authority is to give
notice, also. (Comp. 8t. c. 61, Sec. 6.) He is allowed an official fee, which
was charged in this case. (Id. c. 28, Sec. 19.) It seems clear that in this State
the giving notice of dishonor must be accounted an official duty. It is so
held under statutes much less distinctly making it so than ours. (Wheeler
ve. State, 9 Heisk. 393; Insurance Co. vs. Wilson, 20 W. Va. 548; Tevis vs.
Randall, 6 Cal. 632; Hyde vs. Bank, 17 La. 563.)

If this is to be regarded as an official act of the notary, of course, the con-
tention of defendant that he was only a subagent cannot be sustained. It
would seem that the bank would be liable for only due care in selecting a
notary. The remitter, in directing a protest, must be presumed to have
known that the corporation to which he was sending his note could not act
as a notary, nor could it control the naming of any individual who could. Of
eourse, where he is a mere agent of the holder in giving notice, it is possible
to hold the bank liable for his act. If, however, the act is an official one, it
would be absurd to so hold. This distinction seems to be made in Allen vs,
Bank, 22 Wend. 215. In Wood River Bank vs, First Nat. Bank, 36 Neb. 745,
the opposite rule is sanctioned by this court. (Hyde vs. Bank, supra.)

INSOLVENT BANK—SET-OFF.
Supreme Court of Michigan, May 8, 1802.
THOMPSON vs8. UNION TRUST COMPANY.

‘Where a bank has become insolvent and closed its doors, a depositor may set off against his
deposit notes of his held by the bank, though such notes have not then matured.

On February 10, 1902, the City Savings Bank, a Michigan corporation,
located in the city of Detroit, was insolvent; and on that day the Commis-
sioner of the Banking Department closed and took possession of such bank.
On that day there was in the possession of the bank two notes made by Frank
M. Thompson, the petitioner—one for $3,021, dated August 12, 1901, due six
months after date and one for $910 dated January 17, 1902, due four months
after date. At the time of the failure, Thompson had to his credit upon
the books of the bank, on deposit, the sum of §2,458.43, subject to check.
On February 19, 1902, Thompson demanded from the Receiver, that he apply
upon the above-described notes the deposit due Thompson, and, upon pay-
ment by him of the balance due upon the notes after the deposit had been

3
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deducted, surrender to him the notes. This the Receiver was required to do,
and from the order containing such direction he appealed.

GRANT, J.: Counsel for appellant contends these deposits are not subject
to set-off, because not mutual credits; that they are not mutual, because, at
the time the bank suspended, the debt owing from petitioner to the insolvent
bank was not due; that such set-off would affect the rights of other creditors,
and would give petitioner a preference over them. He is unable to find any
Michigan cases directly in point, but cites several which he thinks in principle
support his position, which will be referred to later.

It is conceded the deposit of Mr. Thompson became due, without demand,
when the bank became insolvent. (Colton vs. Association, 90 Md. 85; Scott
vs. Armstrong, 146 U. 8.499.) It is also conceded that the Receiver stands in
the place of the bank, subject to all equities against the bank, and does not
sustain the relation of a purchaser of the notes for value, without notice.
(See Louis Snyder’s Sons .Co. vs. Armstrong [C. C.] 37 Fed. 18; Van Wagoner
vs. Gaslight Co. 28 N. J. Law, 283; Sherwood vs. Bank, 103 Mich. 109.)

It is urged that, if this bank was solvent—a ‘‘ going bank "—it could not
ocompel Mr. Thompseon to pay the notes until maturity, and, on the other
hand, he could not compel the bank to accept payment of the notes until
they came due, and as the claim of the bank had not matured when the
Receiver was appointed, though Mr. Thompeon’s claim did mature when the
bank became insolvent, and before the Receiver was appointed, it cannot be
said the two claims are in any sense mutual credits, and the subject of set-off.
Counsel cite in support of this proposition Gibbons vs. Hecox, 105 Mich. 5089;
Bank vs. Stone, 115 Mich. 648; and Koegel vs. Trust Co. 117 Mich. 542.

An inspection of these cases will show they are distinguishable from the
one at bar. In Gibbons vs. Hecox neither debt was due at the time of the
insolvency. In Bank vs. Stone the debt to the bank was dae at the time of
its insolveney, while the debt from the bank was not due, and was a contin-
gent liability. It was held the rights of other creditors had intervened, and
their equities were superior to those of debtors seeking to set off claims not due.

In Koegel vs. Trust Co. one of the debts did not come into existence until
after the appointment of the Receiver. ‘In Stone vs. Dodge, 96 Mich. 514,
Justice McGrath, speaking for the court, said: ‘‘There can be no doubt
that the certificate of deposit in this case would, in a proper case, be a proper
subject of set-off. It is well settled that, in a suit by a Receiver of an insol-
vent bank upon a note or obligation due the bank, the defendant will be
allowed to set off his deposit or a certificate of depoeit held by him at the
time of the suspension of the bank. (Dickson vs. Evans, 6 Term R. 57;
Pedder vs. Mayor, etc., 9 Jur. [N. 8.] 496; Bank vs. Roeevelt, 9 Cow. 409;
Ogden vs. Cowley, 2 Johns. 274; McLaren vs. Pennington, 1 Paige, 112;
Miller vs. Receiver, Id. 444; In re Receiver of Middle Dist. Bank, Id. 585; 19
Am. Dec. 452; Smith vs. Fox, 48 N. Y. 674; Bank vs. Tartter, 4 Abb. N. C.
215; Berry vs. Brett, 6 Bosw. 627; Jordan vs. Sharlock, 84 Pa. 366, 24 Am.
Rep. 198; Farmers’ Deposit Bank vs. Penn Bank, 123 Pa. 288, 16 Atl. 761, 2
L. R. A. 273; Fidelity Trust and Safety Vault Co. vs. Merchants’ Nat. Bank
[Ky.]9 L. R. A. 108, 13 8. W. 910; Van Wagoner vs. Paterson Gaslight Co.
23 N. J. Law, 283; Platt vs. Bentley, 11 Am. Law Reg. [N. 8.]171; Clarke
vs. Hawkins, 5 R. 1. 219.)

The case of Scott vs. Armstrong, 146 U. 8. 499, is in point. This was an
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action by the Receiver of the Fidelity Bank against the maker and indorsers
of a promissory note which did not mature until after the insolvency of the
bank. One of the defendants sought to offset its deposit with the Fidelity
Bank at the time of the failure. This set-off was not allowed in the United
States Circuit Court for the Southern District of Ohio. An appeal was taken
to the circuit court of appeals, who certified the questions involved to the
supreme court. Mr. Chief Justice Fuller delivered the opinion of the court,
in which the lower court is reversed and the set-off allowed. We quote from
the opinion, as follows: .

‘“The note in controversy did not mature until September 7, 1887, but the
deposit to the credit of the Farmers’ Bank was due, for the purposes of suit,
upon the closing of the Fidelity Bank, as under such circumstances no demand
is necessary. The Receiver took the assets of the Fidelity Bank as a mere
trustee for creditors, and not for value and without notice, and, in the absence
of statute to the contrary, subject to all claims and defenses that might have
been interposed, as against the insolvent corporation, before the liens of the
United States and of the general creditors attached. The right to assert set-
off at law is of statutory creation, but courts of equity from a very early day
were accustomed to grant relief in that regard independently, as well as in
aid of statutes upon the subject. * * * Courtsof equity frequently deviate
from the strict rule of mutuality when the justice of the particular case
requires it, and the ordinary rule is that, where the mutual obligations have
grown out of the same transaction, insolvency on the one hand justifies the
set-off of the debt due upon the other. * * * In thecase at bar the credits
between the banks were reciprocal, and were parts of the same transaction,
in which each gave credit to the other on the faith of the simultaneous credit,
and the principle applicable to mutual credits applied. It was therefore the
balance upon an adjustment of accounts which was the debt; and the Farm-
ers’ Bank had the right, as against the Receiver of the Fidelity Bank,
although the note matured after the suspension of that bank, to set off the
balance due upon its deposit account, unless the provisions of the National
Banking Law were to the contrary.” After quoting the act it continues:
‘‘The provisions of the act are not directed against all liens, securities, pledges,
or equities whereby one creditor may obtain a greater payment than another,
but against those giving or arising after, or in contemplation of, insolvency.
Where a set-off is otherwise valid, it is not perceived how its allowance can
be considered a preference, and it is clear that it is only the balance, if any,
after the set-off is deducted, which can justly be held to form part of the
assets of the insolvent.”

Jones vs. Piening, 85 Wis. 264, quotes the case of Oatman vs, Bank, 77
Wis. 505, which is cited by this court in Mechanics’ Bank vs. Stone, 115 Mich.
651, and which, is a case similar to the latter, and says:

“The case at bar differs widely from that class of cases, -and turns upon a
different principle. Here it was not the indebtedness of the insolvent debtor
that was not due when the assignment was made, but a portion of the indebt-
edness from the plaintiffs to the assignee of the insolvent debtor. An assignee
of such an insolvent debtor has no authority to waive the time of credit
secured for the sole benefit of his assignor, and to pay a debt not due with
credits, or the avails of credits, which are due to the assignor at the time of
the assignment, for to do so would tend to prejudice the creditors of the
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insolvent's estate; but a debtor to such an estate, whose debt was not due at
the time of the assignment, has authority to waive the time of credit which
was secured for his own benefit, and to pay the claim at once in money, or by
way of set-off of the amount due him from such estate. This rule is firmly
sanctioned in other States.”

To the same effect are Smith vs. Fox, 48 N. Y. 674; Rothschild vs. Mack,
115, N. Y. 1; Smith vs. Felton, 43 N. Y. 419; Lindsay vs. Jackson, 2 Paige,
581; Colton vs. Association, 90 Md. 85, 45 Atl. 23, 46 L. R. A. 388; Jordan
vs. Sharlock, 84 Pa. 366; Bank vs. Hemingray, 34 Ohio 8t. 390; Keightley
vs. Walls, 27 Ind. 387; Smith vs. Spengler, 83 Mo. 408; Jones vs. Robinson,
26 Barb. 310; In re Van Allen, 37 Barb. 229; Stewart vs. Anderson, 6 Cranch,
208; Davis vs. Manufacturing Co. 114 N. C. 321; Adams vs. Drug Co. (C. C.)
57 Fed. 888; Martin vs. De Loge, 15 Mont. 343; Yardley vs. Clothier, 2 C. C.
A. 349, 51 Fed. 506, 17 L. R. A. 462; ex parte Prescot, 1 Atk. 230; Morse,
Banks, Sec. 338.

As the precise question involved here is a new one in this State, but has
been, as we have shown, directly passed upon in the Federal courts and many
of the State courts, we feel bound to follow those decisions.

Judgment is affirmed.

CERTIFIED CHECK—AUTHORITY OF TELLER TO CERTIFY.
Court of Appeals of St. Louis, Mo., April 15, 1902.
MUTH vs. 8T. LOUIS TRUST COMPANY.
The teller of a bank has no implied authority to certify checks, but if he has been permitted

to perform this duty with the knowledge and acquiescence of the directors and officers
of the bank, he will be deemed, so far as the public are concerned, to have such power.

This was an action on a certifled check drawn by E. G. Muth & Co. on the
St. Louis Trust Company in favor of W. E. Muth, plaintiff, for $1,950, dated
January 14, 1897. Across the face of the check are written these words:
“ Good, St. Louis Trust Company, by F. P. Jones, Tell.” The answer was,
first, a general denial for want of authority in Jones, as teller, to certify the
check.

BLAND, P. J. (after stating the facts): 1. When the case was here before
(88 Mo. App. 596), it was found from the evidence that the defendant had
fully entered upon the domain of banking, in respect to receiving deposits and
paying out money on checks, and that it should be held to have accepted the
incidents and responsibilities incident to that department of banking, and
that it had the power to certify checks drawn on it, and that when it certified
a check it assumed an obligation the same in degree as a bank would have
contracted by doing a like act. It was not held, however, that Jones, as pay-
ing teller, was, by virtue of his employment, clothed with authority to certify
checks, but that, if this authority existed, it must be inferred from the course
or conduct of Jones in regard to the certification of checks, and the payment
of them afterwards by the defendant.

In Walker vs. Bank, 5 Mo. App. loc. cit. 217, it is said that a teller of a
bank ‘‘is an agent acting under a special or express authority, and not one so
appointed by a principal that there can arise any implication of undefined
powers.”’

In 1 Morse, Banks (3d Ed.) Sec. 413, it is said that ‘‘ the Cashier, Presi-
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dent, and teller (of a bank) have inherent power te certify checks,” but that
¢ the authority of a subordinate officer to certify must be shown by a course
of dealing or actual authorization.”

In 2 Daniel, Neg. Inst. Sec. 1610, the author says, ‘‘ The Cashier (of a
bank) undoubtedly has implied power to certify checks.”

In5 Am. & Eng. Enc. Law (2d Ed.) p. 1052, it is said, ‘‘The President,
Cashier, and teller may, by virtue of their position, bind the bank by certify-
ing checks when presented to them in the due course of business.”

In support of the texts in Morse on Banks and Banking, and of the Amer-
ican and English Encyclopedia of Law, that a teller, by virtue of his position,
is authorized to certify checks, New York cases only are cited.

The weight of authority undoubtedly is that the Cashier of a bank has
inherent authority to certify checks. (Merchants’' Nat. Bank vs. State Nat.
Bank, 10 Wall. 648, 19 L. Ed. 1008; Martin vs. Webb, 110 U. 8. 7.)

Outside of the State of New York, we have not been able to find any case
bholding that a teller has implied authority to certify checks. His powers
seem to be limited to passing on the genuineness of signatures to checks pre-
sented for payment, and in paying out the money of the bank on checks.
Such power seems to us to be denied to him in Walker vs. Bank, supra; and
we hold that the court did not err in refusing to instruct that Jones, as teller,
had implied authority to certify the check in suit.

2. Where the power is habitually exercised by an agent, such as a teller
of a bank, with the knowledge and acquiescence of the bank, the exercise of
the power deflnes and establishes, as to the public, the power so exercised;
or, as Mr. Mechem states the rule: ‘‘The authority of an agent in any given
case, therefore, is an attribute of the character bestowed upon him in that
case by the principal. Thus if the principal has by his express act, or as the
logical and legal result of his words or conduct, impressed upon the agent the
eharacter of one authorized to act or speak for him in a given capacity,
authority so to speak and act follows as a necessary attribute of the character;
and the principal, having conferred the character, will not be heard to assert,
a8 against third persons who have relied thereon in good faith, that he did
not intend to impose so much authority, or that he had given the agent
express instructions not to exercise it. The latter question is one to be settled
between the agent and himself. It rested with the principal to determine in
the first instance what character he would impart, but, having made the
determination and imparted the character, he must be held to have intended,
also, the usual and legal attributes of that character.” (See also Johnson vs.
Hurley, 115 Mo. 518.)

The Court very properly submitted the question of Jones’ authority to
oertify the check to the jury, under what we find to be appropriate instruec-
tions, in the light of all the facts and circumstances of the case.

WAR REVENUE LAW—TAX ON UNDIVIDED PROFITS.
United States Circuit Court, Southern District of New York, June, 1902.

LEATHER MANUFACTURERS NATIONAL BANK Vvs. CHARLES H. TREAT, COL-
LECTOR OF INTERNAL REVENUE.

Under the War Revenue Law the undivided profits of a National bank are to be deemed
“capital ’ for purposes of taxation.
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This was an action to recover the sum of $154, paid by plaintiff, under
protest, as a tax claimed by defendant to be due on $77,796.14 under the War
Revenue Act of 1898, This sum is called profit and loss on plaintiff’s books,
and ‘‘undivided profits” on brief of plaintiff’s counsel. It is alleged in the
oomplaint that the books show the bank’s financial condition on June 30, 1901,
to be as follows : Its entire assets were $11,142,887.50 ; its entire liabilities
(other than liability to stockholders) were $10,064,512.61. The capital stock
‘was $§600,000, the amount set aside by vote of the board of directors as surplus
was $400,000; those two amounts with the $77,796.14 make a total surplus of
assets over liabilities of §1,064,796.14. The defendant demurred to the com-
plaint on the ground that it did not state facts sufficient to constitute a canse
of action.

LACOMBE, Circuit Judge: The War Revenue Act of 1898 provides that:
‘‘ Bankers using or employing a capital not exceeding the suin of $25,000, shall
pay $50; when using or employing a capital exceeding $25,000, for every
additional §1,000 in excess of $25,000, two dollars, and in estimating capital
surplus shall be included. The amount of such annual tax shall in all cases
be computed on the basis of the capital and surplus for the preceding fiscal
year. Every person, firm or company, and every incorporated or other bank,
bhaving a place of business where credits are opened by the deposit or collec-
tion of money or currency, subject to be paid or remitted upon dratt, check
or order, or where money is advanced or loaned on stocks, bonds, bullion,
bills of exchange, or promissory notes, or where stocks, bonds, bullion, bills
of exchange, or promissory notes are received for discount or sale, shall be a
banker under this act.”

The only question presented is whether the word surplus, as used in the
phrase, ‘“‘in estimating capital surplus shall be included,” is to be construed
to have some restricted meaning, or in its natural or ordinary sense as includ-
ing the entire overplus of assets over liabilities. In prior legislation regulat-
ing the creation and operation of National banks. the word surplus has been
used as covering 8o much of the surplus profits as have by action of the board
of directors been Bet apart as a sort of reserved or additional capital. If this
section of the War Revenue Act dealt only with National banks, there would
be much force in the argument that Congress must be assumed to have used
the word surplus with the same meaning as in the earlier act, especially
relating to such banks. But, when this section was passed, imposing a tax
upon capital employed in banking, including surplus, the attention of Con-
gress was not conflned to National banks, as may be seen by the careful
enumeration of individuals affected by its provisions. It can hardly be pre-
sumed that Congress used the word in this section intending that it should
mean one thing applied to a National bank, and another thing when applied
to a banking firm. Nor does it seem reasonable to hold that Congress
intended to require everyone engaged in the banking business, except
National banks, to pay tax on the entire excess of assets over liabilities, while
these corporations were required to pay on only part of the excess. And it
would seem absurd to hold—though it seems to be a natural corollary from
the propositions advanced by plaintiff—that a board of directors could set
aside large sums each year from the profits, accumulating an additional
fund, equal perhaps to the capital and used in the same way, and escape
the tax upon it, by the simple device of calling it ‘‘undivided profits.”
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It would seem rather that Congress used the word surplus in its ordinary
sense as indicating the amount left over after setting aside sufficient of the
assets of a banker to meet his liabilities.

The demaurrer is sustained.

PROMISSORY NOTE—WHEN NEGOTIABLE.
Court ot Appeals of Texas, May 7, 1902.
ELLIS v8. HAHN,

To be negotiable, a note must be payable to the order of some specified person or to bearer,
or must contain language of like import.*

KRY, J.: After due consideration our conclusion is that no reversible
error is shown. According to the record, the question of appellant’s right to
protection as a bona flde holder of negotiable paper is not in the case. While
it is shown that he acquired the notes before maturity, and for a valuable
consideration, it is not shown that they were negotiable instruments. The
statement of facts recites that the notes were executed ‘ by Max Hahn in
favor of the Sutton Steel Electrical Manufacturing Company,” and were
indorsed by that company without recourse. It is not shown that they were
payable to the order of the company, or to bearer, or that other language of
like import was incorporated in them. The rale is well settled that some
such language is essential to render a written instrument negotiable paper in
the sense which entitles a holder to protection as an innocent purchaser. (16
Am. & Eng. Enc. Law [1st Ed.] 479); Tied. Com. Paper, Secs. 6-21.)

The testimony complained of was admissible, and no error of which appel-
lant can complain was committed in giving and refusing instructions.

CONDENSED LEGAL DECISIONS OF INTEREST TO BANKS,.

.OEPOSIT OF COURT FUNDS—BOND OF INDEMNITY.

A bank has been created a depository of certain court funds. Thereafter,
there being rumors to the effect that the bank was financially embarrassed, it
entered into a bond to pay checks of Receivers drawn under orders of the
court. Thereafter a Receiver drew his check by order of the court for all
the funds to his credit in favor of the clerk of said court. Payment was
refused. Held, that a complaint in an action on the bond, setting out such
facts, stated a cause of action.

Where one of the obligors in a bond delivers it to an attorney of a party
in interest, and he holds the same for some months, and thereafter delivers it
to the obligee, it is a sufficient delivery.

In an action on an indemnity bond an obligor cannot show by parole evi-
dence that he thought he was signing some other paper, or that others would
sign the bond with bim.,

In an action on an indemnity bond given by a bank to recover the amount
of depoeits, a decree finding the amount due in a suit to which all the parties
to an action on the bond were before the court is res judicata.

*1t is provided by the Negotiable Instruments Law that * an instrument to be negotiable
* * * must be payable to order or to bearer" and that * the instrument is payable to order
where it is drawn payable to the order of a specified person or to him or his order.”
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‘Where a bank is in the hands of a Receiver, a demand for payment of a
deposit due by the bank is properly made by drawing a check on the bank
and demanding payment thereof of the Receiver.

Where a bank, with its officers as sureties, executed a bond to secure
deposits, the bond is valid, and based on a valuable consideration, though
additions were afterwards made to the deposits by reason of the bond.

Failure to put on an indemnity bond the stamps required by the United
States revenue law does not invalidate the bond.

In an action on a bond the obligor admitted signing it. The witness to
the bond stated that they did not see him sign it. Held, that it was not a
charge on the facts for the judge to instruct that the bond was valid, though
not witnessed.

Wylie, Clerk of Court vs. Commercial and Farmers’ Bank, ¢t al. 41 8. E.
Rep. (8. C.) 504.

CORPORATION—POWER TO MAKE GUARANTY—TRUSTS.

The Central Railroad and Banking Company of Georgia, which was given
by its charter full banking powers, which it exercised, had power thereunder
to guaranty the bonds of a railroad company of which it owned a majority of
the stock, where such guaranty was made for its own purpose and advantage.

A corporation which assumed the duties of a trustee of a sinking fund
created by another corporation for the benefit of its bondholders, and received
such fund, will not be permitted by a court of equity to withhold it from
those to whom it belongs, or who have claims against it, on the ground that
it bad no power to act as trustee.

The validity of negotiable bonds issued and sold to bona fide purchasers
for value is not affected in the hands of a subsequent holder, because an
intermediate owner could not have enforced the same.

Central Railroad and Banking Co. of Georgia vs. Farmers’ Loan and Trust
Co. et al. 114 Fed. Rep. (U. 8.) 263.

DRAFT—PAYMENT TO THIRD PARTY IMPERSONATING DECEASED PAYEE—
RIGHT OF ACTION AGAINST BANK.

Plaintiff’s father died, and by his will plaintiff was named as executor, and
directed to pay his sister §1,000 in one year. She had lived in another State,
but died three months before her father's death, leaving seven children, to
whom the legacy passed, and a husband. Plaintiff did not know of her
death, and her husband compelled a daughter to write, in her mother’s name,
for the legacy. After some correspondence in this way a compromise for $800
was agreed on, and the daughter executed and acknowledged a release—per-
sonating her mother—on receipt of which plaintiff purchased from defendant
bank a draft for §900, payable to the order of his sister, which was received
and cashed at a local bank by her husband, after being indorsed in her
mother’s name by the daughter. The draft, in usual course, was paid by
defendant’s correspondent, and returned. About two months later, plaintiff
learned of his sister’s death, and of the date thereof. About four months
thereafter the local bank which cashed the draft failed, and two years later
her husband died. Thereafter such children, through the orphan’s court,
compelled plaintiff to pay them the legacy. Plaintiff then, nearly four years



BANKING LAW. 41

after the draft was purchased, informed defendant that his sister, the payee
therein, was dead before the draft was issued, and sued to recover the amount
paid for the draft. Held, that having by his own act induced the bank to
iseue the draft to a dead person, and thereby enabled her husband to perpe-
«trate the fraud, plaintiff could not recover.

States vs. First Nat. Bank of Montrose, 52 At. Rep. (Pa.) 18.

IMPAIRMENT OF CAPITAL—ASSESSMENT OF STOCKHOLDERS—ASSESSMENT
BY DIRECTORS.

Where, in an action for conversion of stock of a bank, plaintiff offered no
testimony in his case in chief as to the value of the stock, and a nonsuit was
denied, but on appeal it appeared that the bank was a going one, 8o that the
stock must have had some value, and it appeared from the opinion of the
trial court, made a part of the bill of exceptions, that much testimony was
taken as to the value of the stock, any error in refusing the nonsuit will be
regarded as cured.

Rev. 8t. U. 8. Sec. 5205, provides that every National banking association
whose capital stock shall have become impaired, by losses or otherwise, shall,
within three months after receiving notice thereof from the Comptroller of
the Currency, pay the deficiency in the capital stock, by assessment upon the
shareholders pro rata for the amount of capital stock held by each, and that
if any such association shall fail to pay up its capital stock, and shall refuse
to go into liquidation, as provided by law, for three months after receiving
notice from the Comptroller, a Receiver may be appointed to close up the
business of the association. By section 5151 the liability of a stockholder is
the par value of his shares in addition to the amount invested in such shares.
Held, that the only liability of a stockholder being under section 5151, which
arises only on liquidation, on receiving notice from the Comptroller, the
question whether the investment of the shareholders shall be increased is one
for them to determine, and an assessment by the directors is unauthorized.

Weinhard vs. Commercial Nat. Bank of Portland, Ore., 68 Pac. Rep.
(Ore.) 806.

INSOLVENCY—RECEIPT OF DEPUSITS—LIABILITY OF DIRECTORS.

‘Where a bank director has absolute knowledge that the bank is hopelessly
insolvent, and fails to take such steps as lie in his power to close the bank for
business, and takes part in any arrangement which permits the bank to be
kept open, and deposits to be received, he is personally liable for damages to
a depositor who is ignorant of the insolvency, and whose deposits were there-
after received, though the director has expressed an opinion that deposits
should not be received, and an arrangement has been entered into for their
receipt under proper restrictions, where such arrangement was subsequently
abandoned.

Where a director discovers the insolvency of the bank, he will be liable
for deposits thereafter recelved, unless he calls a meeting of the board of
directors, or communicates with the Superintendent of the Banking Depart-
ment, or instructs the Cashier to discontinue the taking of deposits, or warns
individual depositors of such insolvency.

In an action by a depositor against a director of a bank for fraud in aceept-
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ing deposits with knowledge of the bank’s insolvency, where a prima facie
case of fraud is made out, the burden of explanation is on defendant.

‘Where, at 2 meeting of the directors of a bank, the books are examined,
and it is apparent that the surplus is gone, and that the capital is impaired,
it is sufficient to establish knowledge on the part of such director of the-
insolvency of the bank, so as to render him liable for deposits thereafter
received.

In an action against a bank director to recover deposits received after
known insolveney of the bank, evidence that checks were drawn at a meeting
held after the bank had suspended payment, at which such director was pres-
ent, in favor of a corporation, of which he was president, and ‘'of a corporation
of which his brother was an officer, and in favor of the State Treasurer, with
whom close relations existed, and that such checks were paid by the bank’s
clearing-house agent, and were for a larger amount than the visible assets of
the bank at the time the insolvency was discovered, is admissible as part of
the res gestae. N

Cassidy vs. Uhlmann, ef al. 63 N. E. Rep. (N. Y.) 554.

INSOLVENT BANK—DEPOSITS—SET-OFF AGAINST NOTES.

A depositor in an insolvent bank may set-off the deposit standing to his
credit when the bank closed its doors against his notes payable to the bank,
but not then due.

Thompeon vs. Union Trust Co. 90 N. W. Rep. (Mich.) 294.

LIABILITY OF STOCKHOLDERS—DECISION OF COMPTROLLER OF
CURRENCT.

The Comptroller of the Currency, at such time as he deems proper, and
upon such data as are satisfactory to him, may pass upon the necessity of
instituting proceedings against National bank stockholders to enforce their
personal liability as such; and when his decision is made it is conclusive, and
cannot be questioned in any litigation that may ensue.

When the Comptroller of the Currency decides that it is necessary to
enforce the personal liability of a stockholder in an insolvent National bank,
and fixes and adjusts the amount thereof, it becomes a deflnite, liquidated
claimn against such stockholder, and is subject to sale or assignment by the
Receiver like any other claim which he may hold as a part of the bank’s
assets.

Rev. 8t. U. 8. Sec. 5234, providing that the Receiver of a National bank
‘‘may, if necessary to pay the debts of the association, enforce the individual
liability of the stockholders,” does not immpose any such particular personal
trust upon the Receiver in the matter of collecting the liability as would
deprive him of the power to make a valid assignment thereof after it has been
fixed and adjusted by the Comptroller of the Currency.

‘Where, in an action by an assignee of a National bank Receiver to enforce
the personal liability of a stockholder, it appears that the claim was sold and
transferred by the Receiver to plaintiff, and that plaintiff is the owner thereof,
it will be presumed that whatever formal steps were necessary to make such
transfer valid were taken, including any step required by Rev. 8t. U. 8. Bec.
5234, providing that a National bank Receiver, upon order of court, may sell
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or eompound all bad or doubtful debts, and, on like order, may sell the per-
sonal property of such association on such terms as the court may direct.
Waldron vs. Alling, 76 N. Y. Supp. 250.

NOTE—CREDIT—FPAYMENT BEFORE DUE—TRUST FUND—AUTHORITY OF
AGEKNT.

A debtor should not ordinarily be punished for over-diligence in meeting
his honest obligations.

In an action against a bank for money deposited by a trustee to his own
account, evidence of payment by the bank on checks subsequently drawn by
such trustee in good faith, relying on his apparent title to said fund, is inad-
missible under general denial. Such fact, to be available as a defense, must
be specially pleaded. (Cady vs. Bank, 65 N. W. 907, 46 Neb. 756, followed.)

‘When payment is made to the agent of the holder of a negotiable promis-
sory note, and the authority of sueh agent to receive such payment is fully
established by competent evidence, such payment is binding on the holder of
the note, although the agent did not have the note in his possession at the
time of such payment.

Trust funds do not lose their character as such by being deposited in a
bank by a trustee to his own account. (Cady vs. Bank, supra, followed.)

Union Stock Yards Nat. Bank vs. Haskell, et al. 90 N. W. Rep. (Neb.) 233.

POWER TO ACT AS COLLECTING AGENT—PRESUMPTION OF CASHIER'S
AUTHORITY.

A bank has power to act as agent in the collection and remission of money,
though it be due and payable under a lease.

The presumption is that the Cashier of a bank, in receiving money due
one on a lease and depositing it subject to his check, is acting officially, rather
than individually.

Knapp vs. Saunders, 90 N. W. Rep.: (8. D.) 187.

TELLER—IMPLIED AUTHORITY—CERTIFICATION OF CHECKS.

The teller of a banking institution has no implied authority to certify
checks, though authority may be implied from his conduct in certifying
checks, and the subsequent payment of them by the institution.

In an action against a bank by the payee of a certified check, the defense
was fraud. It appeared that plaintiff and his brother, as a firm, had on
deposit with defendant a little over §2,000, when a check of the firm, payable
to plaintiff, was certifled at plaintiff’s request; that the same was retained
ten months before presentation, during which the account was drawn down
to $96, and plaintiff borrowed several thonsand dollars, falsely stating to the
notary before whom a mortgage was acknowledged that he was unmarried.
His explanation as to the delay in presentment was that he had given the
check to his wife to deposit, and supposed she had done so until he found it
just before presentment. His marriage certificate showed he was not married
when he claimed to have given his wife the check, but he testified he had in
fact been married prior to that time, but that the ceremony evidenced by the
certificate had been performed to please his mother. It was shown that plain-
Hiff knew the bank’s teller was not in the habit of charging up checks until
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drawn. Held, that the evidence was sufficient to send the question of frand
to the jury.

Where, in an action against a bank by the payee of a certified check held
by him for ten months before presentment, the defense was fraud, and plain-
tiff denied that he told a certain person that when giving a mortgage for a
loan, during the time he had the check, he had falsely stated himself unmar-
ried, it was error to permit such person to testify that plaintiff did make such
statement to him, since the impeachment was on a collateral matter.

‘Where a certified check given by a firm to one of its members was retained
by the payee ten months, during which the account was drawn out, and, in
an action on the check, the defense was fraud, it was proper to admit evi-
dence of a conversation between plaintiff and the teller at the time of, certifl-
cation tending to show that it was understood that the check should be
presented in a few days; such evidence not tending to vary the written con-
tract, but being a material fact on the issue of fraud.

Muth vs. 8t. Louis Trust Co. 67 8. W. Rep. (Mo.) 978.

USURY BY NATIONAL BANKS—ACTION TO RECOVER BACK USURIOUS
INTEREST—STATUTE OF LIMITATIONS.

A petition to recover back usurious interest from a National bank, under
U. 8. Rev. St. S8ecs. 5197, 5198, which shows on its face that the action was
not ‘‘ commenced within two years from the time the usurious transactions
oocurred,” as required by the latter section, cannot withstand a demurrer
because of an allegation that the charge and reservation of the usurious
interest were without plaintiff’s knowledge or consent, since, even if the
period of limitation of the statute does not begin until discovery of the wrong,
the oourt will not indulge the presumption that plaintiff’s consciousness of
the wrong was not aroused until sometime within two years before the com-
mencement of the action.

Talbot vs. Sioux National Bank of Sioux City, Iowa, 22 Sup. Ct. Rep.
(U. 8.) 621.

NOTES OF CANADIAN CASES AFFECTING BANKERS.
[Bdited by Johu Jennings, B. A., LL. B.; Barrister, Toronto.]

CHOSE IN ACTION—ASSIGNMENT OF—NOT BOUND BY EXECUTION UNTIL
SEIZURE—SECURITY UNDER BANK ACT.

RENNIE vs. QUEBEC BANK (3 O. L. R. page 541).

STATEMENT OF FAcTrs: This was an action by a husband and wife to set
aside an assignment to the Quebec Bank, by the husband’s execution debtor,
of his share or interest in the assets and business of a partnership. The
assignment was made in February, 1896, as security to the bank for a past-
due debt exceeding the amount of the assignor’s interest in the partnership.
The husband recovered judgment against the assignor in May, 1896, in an
action brought before the assignment, and placed execution in the sheriff’s
hands in July. Under that execution the sheriff, without making any actual
seizure of the partnership assets, purported to sell and convey to the wife in
October all the undivided share or interest of the assignor exigible under exe-
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cution in the partnership assets or business. Full details of the facts of this
action will be found in the MAGAZINE for June, 1901, at page 850. In the
judgment there recorded the Divisional Court declined to adjudicate as to
whether or not the security taken was contrary to the Bank Act, on the
ground that a creditor suing separately could not raise such a question.

JuDpaMENT: The question of the sufficiency of the security was disposed
of in the Court of Appeal by Armour, C. J. O., in which, referring to section
84 of the Bank Act, which provides that the bank shall not either directly or
indirectly lend money or make advances upon the security, mortgage or hypo-
thecation of any land, tenements or immovable property, or of any ships or
other vessels, or upon the security of any goods, wares and merchandise;
Held, that debts are not included in the expression ‘‘goods, wares and mer-
chandise” as used in the Bank Act, and that therefore there was nothing in
that act prohibiting the Quebec Bank from taking an assignment from Hugo
Block, the execution debtor, of the debt due to him from his copartners as
security for the debt which he owed to it, and it cannot be said that the tak-
ing by the bank of such an assignment as security was beyond the powers of
the bank as not being incidental to the powers conferred upon it by its
incorporation.

The effect of placing the execution in the sheriff’s hands was to bind the
goods of the partnership so that into whosoever hands they came they were
liable to be seized under it by the sheriff and they might be conveyed away,
but not so as to defeat the right of the execution creditor to have them seized.
This is a variation from the judgment of the Divisional Court which held that.
a chose in action was not bound merely by the putting of a writ of execution
in the sheriff's hands but only by actual seizure thereunder. What the
sherift should have done was to have seized specific assets of the partnership.
seizable under execution and to have sold the undivided interest of Block
therein, but what he essayed to do was to seize and sell ‘‘ the undivided share
or interest of the defendant Hugo Block exigible under execution in the part-
nership assets and business carried on by Reid, Taylor & Bayne;” and this
he could not do.

INSOLVENT BANK—RIGHT TO S8ET OFF DEPOSIT AGAINST A DEBT DUK—
EXCHANGE OF CHECKS—FRAUDULENT PRESENTMENT—
RIGHT TO RECOVER CHECK.

LA VILLE DE MAISONNEUVE vs. CHARTIER (Quebec Reports, 20 8. C. page 518).

STATEMENRT OF FACTS: The plaintiff sued for the sum of $2,151.52 on a
check for that amount which was drawn on the Banque Jacques Cartier in
favor of the defendant and paid by that bank to the defendant. The circum-
stanees under which this action was brought were as follows:

The Banque Ville Marie had failed and the opinion was current that
depositors who had deposits in the bank were entitled to set off those deposits
at their full value against any debts which they might owe to the bank. The
plaintiff owed the Banque Ville Marie $4,060 on a promissory note. The
defendant and others were depositors and gave their checks on the Banque
Ville Marie to the plaintiff in order that they might be set off against this
promissory note, the plaintiff undertaking to reimburse them so soon as
relieved from liability on the note. The plaintiff having received the defend-
ant’s check on the Banque Ville Marie, gave back to him a check on the
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Banque Jacques Cartier to hold as security. Meantime the Banque Jacques
Cartier also suspended payment. In the winding up of the Banque Ville
Marie this right of set-off was not established, and the plaintiff was compelled
to pay to the bank the full amount of the note. About this time the Banque
Jacques Cartier resumed payment and the defendant cashed the plaintiff's
check and received the above sum therefor. It was to recover back this sum
that this action was brought.

JUuDGMENT (Taschereau, J.): Prima facie the presumption was in favor
of the defendant that he had received the check as the holder in due course
unconditionally for value, but this presumption had been rebutted by the
evidence which sustained the plaintiff’s contention. The check did not
become the property of the defendant; it was really placed in his hands as
security that the plaintiff if succeesfnl in discharging the check for $4,060 by
set-off would repay to the defendant the amount of the said check. The
right of set-off was refused, as in law it ought to have been refused, and the
defendant therefore acted in bad faith in presenting and taking payment of
the check instead of returning it. The plaintiff will therefore have judgment
for the sum of §2,151.52, which was received by the defendant without right
and without consideration, together with intereet from the day on which the
said check was paid by the Banque Jacques Cartier.

MUNICIFAL DEBENTURES—PURCHASERS OF UPON INQUIRY—VALIDITY OF

HANSON BROS. v8. CORPORATION OF THE VILLAGE OF GRAND'MERE
(Quebec Reports, 20 8. C. page 77).

STATEMENT OF FAcTs: This was an appeal by the plaintiffs, Hanson
Bros., from the judgment of Curran, J., in the Superior Court, holding that
the village was not liable as guarantor of a debenture of the Stadacona Water,
Light and Power Company for the sum of §3,125. Judgment was given by
Curran, J. against the company, and they had not appealed therefrom.

The Town Corporations Act provides that all by-laws involving financial
responsibility must be passed on petition of a certain percentage of the rate-
payers, and after certain other formalities have been complied with must
receive the assent of the Lieutenant-Governor of Quebec. The debenture in
question recited on its face that all necessary preliminaries by the corpora-
tion’s officials had been taken, but did not recite that the consent of the
Lieutenant-Governor had been received—in fact this assent had not been
given. The duty of bankers and others purchasing municipal debentures
was deflned by the Court as follows:

JUDGMENT (Sir A. Lacoste, C. J.; Bosse, Blanchet, Hall and Ouinet, JJ.) :
The purchaser of a corporate security is bound to know whether the corpora-
tion has power to issue such security, and in the case of a guarantee of such
security, as in the present instance, such purchaser is bound to acquaint him-
self with the powers of such municipality to give such guarantee and to ascer-
tain that all formalities required by law have been observed.

A preliminary condition of the passage of the said by-law a petition for its
adoption signed by a majority in number and value of the ratepayers of the
municipality was declared by the by-law to have been complied with; the
debentures were prepared in accordance with the terms of the by-law and
were delivered from time to time by the trustees appointed by the by law or
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subsequent resolution of the municipal counecil, such delivery being made in
aoccordance with the opinion or certificates of those officials whom the council
had appointed for that purpose, the last ten per cent. of them upon the oerti-
ficate of the engineer of the village that the systems were in operation and
upon the formal written order of the mayor, and the secretary-treasurer.
Declarations in such form by the council and officials of the municipality as
to the observance of the formalities upon which their right to bind the muni-
cipality depended, and as to the completion of works which it was their duty
_ to inspect and criticize or accept must be held to be binding upon such muni-
cipality, especially when the rights of third parties are at stake who have
incurred financial obligations in reliance upon such ocertificate and declara.
tions. The appellants and their solicitors were therefore justified, in my
opinion, in accepting said debentures as perfect in form, and in concluding
that said municipality had guaranteed and delivered said debentures in strict
eompliance with its obligations to the said Stadacona Water, Light and Power
Company.
) There was, however, no declaration that the assent of the Lieutenant.
Governor, which the Town Corporations Act makes an absolue prerequisite
to the validity of a guarantee such as is here in question, had been obtained.
The evidence shows that in fact it had not been obtained. The municipal
eorporation is therefore not liable, and this appeal and the action against it
must be dismissed with costs.

DONATIO MORTIS CAUSA—GIFT OF CHECK DRAWN BY DECEASED—NON-
PAYMENT IN HIS LIFETIME—OVERDRAWN ACCOUNT.

IN RE BEAUMONT; BEAUMONT vs. EWBANK (1801, 1 Chy. page 889).

STATEMENT OF FAcTs: On February 19, 1901, one Beaumont was very
ill, and in expectation of death he called his niece to his room and told her
that he must draw a check in favor of Mrs. Ewbank at once. She got his
check book and by his directions filled up a check in Mrs. Ewbank’s favor for
$1,200, and he signed it. She then by his direction handed the check to Mrs,
Ewbank, who was in the same room. The court found that Beaumont
intended the proceeds of the check to be Mrs. Ewbank’s in case of his death,
She endorsed the check and handed it to her bankers, who presented it for
payment at Beaumont’s bank on February 23. B’s account was overdrawn
and the bank manager refused to cash the check and pointed out that the
signature was not like Beaumont’s ordinary signature and required some con-
firmation of the assertion that it was his signature. On February 25, before
that conflrmation was obtained, Beaumont died. The check was never
cashed. The question was raised whether there was a valid donatio mortis
causa.

JupaMENT (Buckley, J.): A donatio mortis causa is a singular form of
gift. It may be said to be of an amphibious nature, being a gift which is
neither entirely {nter vivos nor testamentary. It is an act inter vivos by which
the donee is to have the absolute title to the subject of the gift not at once
but if the donor dies. If the donor dies the title becomes absolute not under
but as against his executor. In order to make the gift valid it must be made
80 as to take complete effect on the donor’s death. The court must find that
the donor intended it to be absolute if he died, but he need not actually say
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80. A check in favor of the donor has been held to be a good subject of
donatio mortis causa,; but how does the case stand where the deceased’s own
check is handed over? A check is not an equitable assignment for any part
of the drawer’s balance at his bankers, it is only a revocable mandate, and if
not presented and paid in the drawer’s lifetime it is revoked by his death.
Even without actual payment, however, a check may be a good gift; for
instance, if there is an undertaking by the banker to the donee to hold the
amount of the check for the latter. But the drawer’s own check is not prop-
erty and unless there is something in the nature of such an undertaking there
is no valid donatio mortis causa.

The court found on the evidence that the Manager’s refusal to cash the
check was not because Beaumont’s account was overdrawn, but because he
bona flde wanted the signature authenticated. The legal effect was not an
equitable assignment, for there were no funds nor was there a binding under.
taking by the bank to pay conditioned on the authentication of the signature-
¢ No right had been acquired by the drawee but an expectation only. Even
if the Manager did not change his mind, an agreement to lend is not enforce-
able and no right of property had passed to the drawee.”

I hold therefore that in this case there was no valid donatio mortis causa.
Even if the account had been in credit the drawee would not I think have
obtained any right to the property. 1t might have been different if the
drawee had gone to the bank after hours and the Manager had said ‘‘ The
cash is locked up; come to-morrow and I will pay you.”

REPLIES TO LAW AND BANKING QUESTIONS.

Questions in Banking Law—submitted by subscribers—which may be of suficient general inter-
est to warrant publication will be answered in this department.
A reasonable charge is made for Special Replies asked for by correspondents—to be sent promptly

by mail.

PAYMENT OF NOTE AFTER MATURITY.

Editor Bankers' Magazine : PHILADELPHIA, June 7, 1902,
Si1R: Will you kindly state in your answers to legal inquiries if a bank is justified in pay-

ing and charging up a note of a depositor to his aocount, if saild note is presented after

maturity? At a lecture given in the interest of the Philadelpbia Chapter, American Insti-

tute of Bank Clerks, an attorney stated that a bank ought not to pay a note it presented
after maturity. PAYING TBLLBR.

Answer.—A note drawn payable at a bank should not be paid when pre-
sented after maturity. The reason for this is that the authority conferred
upon the bank by the maker is to pay only according to the temor of the
instrument, and this requires payment on the day of maturity, and then only.

LIABILITY OF ENDORSERS ON A RAISED CHECK.

Editor Bankers' Magazine : LEADVILLE, Colo., May 28, 1902,

S1R: (1) A's check on Bbank was raised from $4.15 to $50.15 by payee C (or by some subee-
quent holder whose name does not appear) and was taken by D, a merchant, in the course of
the day’s business; the latter endorsed the check and deposited it to his credit in his bank E,
which collected $50.15 from B bank, the drawee, through the day's clearings;: on April 15,
1902, the same day, the drawee charged A's account with $50.15, and the check was returned
with other vouchers to A on the first of May following.

On May 7, 1002, A returned the check to drawee bank and demanded credit for the differ-
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ence between $4.15 and $50.15, and drawee bank made similar demand on E bank, which
mAr:ldr::ee bank has no remedy as against drawer, why should he bave against endorser ?
Please cite Federal decision, or preponderance of weight of opinions of other courts.

(2) Who sustained the 10ss on a raised draft of the Bank of Woodland, California, on the
Crocker-Woolworth National Bank, S8an Francisco, where the original amount of $12 waa
changed to $22,000 ; date of draft December 81, 1897 ? CASHIER.

Answer.—-(1) The theory upon which recovery by the drawee bank is
allowed in cases of this character is that the money has been paid under a
mistake of fact. (Bank of Commerce vs. Union Bank, 3 N. Y. 230; Redding-
ton vs. Woods, 45 Cal. 406; Rouvant vs. San Antonio Nat. Bank, 63 Tex. 610;
Espy vs. Bank of Cincinnati, 18 Wall. 604.) In the leading case of Canal
Bank vs. Bank of Albany (1 Hill [N. Y.] 287, 290), it was said: ‘‘No doubt
the parties were equally innocent in a moral point of view, The conduct of
both was bona fide, and the negligence, or rather misfortune, of both the same.
It was the duty, or more properly a measure of prudence, in each to have
inquired into the forgery, which both omitted. But this raises no preference
at law or equity in favor of the defendants, but against them. They have
obtained the plaintiff’s money without consideration; not as a gift, but under
a mistake. For the very reason that the parties were equally innocent, the
plaintiffs have the right to recover.”

(2) If there was any litigation between the banks mentioned in respect to
the raised draft, we do.not find that the case was ever reported.

Editor Bankers’ Magazine : OMAHA, Neb., June 25, 1902.

8IR: A draws a check on the bank in favor of B and afterwards notifies the bank to stop
puyment on the check. Is the bank liable for damages if they refuse to cash the check when
presented by B? Would the bank be liable if the cheock were presented by an innocent third
party to whom B bad endorsed 1t ? CASHIER.

Answer.—In Nebraska, it is held that a check drawn on funds in a bank
is an appropriation of the amount of the check in favor of the holder thereof,
in effect, an assignment of the amount of the check, and the holder, upon
refusal of the bank to pay the same, where such funds have not been drawn
out before its presentation, may bring an action thereon against the bank in
his own name. (Fonner vs. Smith, 31 Neb. 107.) Under this rule, the order
of the depositor stopping payment would not afford the bank any protection
in a case where the holder, whether the original payee or an indorsee, had a
valid title to the instrument.

Editor Bankers’ Magazine: BLOOMINGTON, Ind., Junell, 1902.
8ie: T has a note, which is payable to O and T presents the note to K who purchases the
same and gives a check for the amount. T endorses the note as O, and check is made payable
to O, as K thinks T is in reality O. T presents the check and gets the cash by endorsing as O.
The question 18, does K shift the responsibility. The check was paid to the party that K
thought was O and the bank paid check with the same understanding. The note was forged
and O has no interest in it. CABHIER.
Answer.—This is a question about which the authorities are not agreed.
In Robertson vs. Coleman (141 Mass. 231) the payee had assumed the name
of another, and obtained the check as the price for stolen property sold by
the defendants as auctioneers. In an action by a holder against the makers,
the Court said: ¢ This was the person intended by the defendants as the
payee of the check, designated by the name he was called in the transaction,
and his indorsement of it was the indorsement of the payee of the check by
R .
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that name. The contract of the defendants was to pay the amount of the
check to this person or his order, and he has ordered it paid to the plaintiff.”
(S8ee nlso Bank vs. Shotwell, 35 Kan. 360; United States vs, National Ex-
change Bank, 45 Fed. 163; Land Title and Trust Co. vs. Northwestern Nat.
Bank, 46 Atl. Rep. 420; First Nat. Bank vs. American Exchange Nat. Bank,
49 App. Div. 349.) But in the late case of Tolman vs. American Nat. Bank
(R. 1.) [48 Atl. Rep. 480,] P, representing himself to be H, went to the plain-
tiff to get a loan of money, giving the residence and occupation of H as his
own. The plaintiff made inquiry, and finding that H was employed, and was
living as represented, he agreed to make the loan. P, under the name of H,
gave his note to the plaintiff, and the plaintiff gave him a check on the defend-
ant payable to the order of H, delivering it to P, supposing him to be H. P
indorsed H's name on the back of the check, and gave it to A, who collected
it from the bank. The court held that.the indorsement conveyed no title,
and hence that the bank could not charge the amount to the account of the
drawer. The Court said: ‘‘The plaintiff’s counsel has well said in this case
that any decision to the effect that a bank is protected in paying a check to
an impostor who has forged the payee's name on the check, upon the ground
that it carries out the actual intent of the drawee, is based upon a manifest
fallacy. Moreover, of what consequence is the intent of the drawer of the
check, when the direction is to pay to the party namned? He has the right to
assume that the bank will pay to the party as directed. In this case the
money was intended for H, because his was the only name suggested. He
had been looked up, and found to be responsible. It is a perversion of words
to say that it was intended for P simply because he had fraudulently imper-
sonated H, and led the plaintiff to believe that he was H. The plaintiff did
not intend to let P have money. His check showed who was to have it,
because it was made payable to H. When, therefore, P fraudulently indorsed
H’s name on the check, it was a typical case of forgery. It was a false signa-
ture with intent to deceive.”

NOTE FALLING DUE ON SUNDAY.

Editor Bankers' Magazine: Pexix, 111, June 10, 1902,
SIR: A note falling due on Sunday in the State of Illinois is payable the following Mon-

day. Is there due from the payor one day's interest when the note does not draw interest

until atter due? Txis SMITH & CO.
Answer.—The note does not properly mature until Monday; and hence

no interest can be collected if it is paid on that day.

DEATH OF JOINT OBLIGOR.

Edttor Bankers' Magazine : NEENaH, Wis., June 14, 1902,

SIR: In looking over your February MAGAZINE, on page 195, it says: * [n most States,
the death of joint obligor releases his estate (63 N. Y, 205)." We do not understand this; does
it mean if two men sign a joint note, the survivor would have to pay the note in full, and the
estate of the dead signer escape payment? This does not seem right. We would be much
obliged for your explanation. NATIONAL BANK OF NRRNAH.

Answer. —The rule at common law was that when two or more persons
are bound jointly to pay a sum of money, and one of them dies, his liability
terminates, so that the contract cannot be enforced against his representa-
tives (1 Parsons on Contracts, 30); and this rule still prevails in some of the
States, though in others it has been changed by statute.;»But in equity, the
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survivor, who pays the obligation is entitled to contribution out of the estate
of the deceased obligor, that is to say, he is entitled to recover from such
estate the share or proportion of the debt properly chargeable to the decedent;
and in this way, the survivor, in the end, pays only his own share.

INSOLVENT DEBTOR—S8ET-OFF.

Editor Bankers’ Magazine : PHILADELPHIA, Pa., June 17, 1902,

8ir: In the following case would you state whether a bank is justified in retaining sufi-
cient funds to take care of note not yet matured? The Jones Mfg. Company has discounted
anote of Wm. 8mith for $2,100 due March 81. In February, the maker of note dies and his
estate is badly insolvent. About March 1, the Jones Mfg. Co. makes an assignment to wind
up the company (so stated) and the assignees want to draw the balance in the bands of the
bank amounting to about $6,000. The bank refuses to allow the entire balanoce to be drawn,
claiming that $2,100 should remain as an offset against the note, which will not be paid for
reason of death and insolvent condition of the estate. The assignees draw the balance and
leave $2,100, under protest, stating that fact and that they do not recognize the right of the
bank to retain said amount. SUBSCRIBER.

Answer.—It has been held in a number of cases that under the rule of
equitable set-off, where a depositor becomes insolvent, the bank may set off
against his deposit the amount of notes of his held by the bank, though the
same are not yet due. (Kentucky Flour Company’s Assignee vs. Merchants’
Nat. Bank, 90 Ky. 225; Nashville Trust Co. vs. Fourth National Bank, 91
Tenn. 336.) In the case first cited, it was said: ‘‘It is unquestionably the
law that, as between individuals, the right of equitable set-off exists
although the debt had not matured at the time of the insolvency. Ordina-
rily, of course, a debt not due cannot be set off against one already due. To
allow it would be to change the contract, and advance the time of payment.
But where the party asserting the due debt is a non-resident, or becomes
insolvent, then either of these conditions, ipso facto, gives to the other party
the right of equitable set-off. In the application of the rule there should be
no difference between an individual and a bank. There is no ground for a
distinetion. The bank is merely a debtor to its depositor. 1t is true the debt
is payable on demand, but, if the money be not withdrawn, and the depositor
becomes insolvent, the right of equitable set-off exists, just as in case of co-
existing demands between individuals; and, in case the depositor assigns for
the beneflt of his creditors, his assignee takes the estate subject to any equities
which existed against the assignor at the time of the assignment.” Wethmk
therefore, that in the case stated in the inquiry, the bank had the right to
retain the $2,100.

MISAPPROPRIATION OF FUNDS BY GUARDIAN-DUTY OF BANK.

Editor Bankers® Magazine : ELMIRA, N. Y., June 2, 1902,

S8IR: B deposits money in Bank as ** B, guardian for D.” D is a minor. B presents chevk,
payable to himself, to teller, and demands payment, which Is refused, as the teller claims B
has no right to use the funds in his own business. Is the teller right in refusing payment ?
If 90, on what authority can B draw the funds? If the teller knew that the funds were to be
invested in some security believed by him to be perfectly safe, would he be authorized to pay
out the funds without furtber authority ? INTERESTRD.

Answer.—It is no part of the duty of the bank to inquire what disposition
the guardian intends to make of the funds, but, in the absence of knowledge
to the contrary, must assume that he will make a proper use of them; and
the fact that the checks are drawn to the order of himself does not impose
upon the bank the duty of inquiring what he means to do with the money, or
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justify it in refusing payment. (Duckett vs. Bank, 86 Md. 400; Goodwin vs.
Bank, 48 Conn. 551). This subject is fully discussed in the case of Nehawka
Bank vs. Ingersoll, reported in THE BANKERS' MAGAZINE for June, 1902,
p. 812.

PROTEST OF NOTES AND CHECKS.
Editor Bankers’ Magazine : Los ANGELES, Cal., June 12, 1902.
S81IR: On page 855 and 857 of your MAGAZINE for June, 1901, you answer certain questions
in reference to **Stopped Checks " and ** Protest of Notes and Checks.” Will you please let
me know whether the same law governs in this State ? CASHIER.

Answer.—(1) The questions as to protest of notes and checks arose under
the Negotiable Instruments Law; but the provisions of that statute on the
points involved are merely declaratory of the commmercial law. The same rule
is embodied in the Civil Code of California. (Secs. 3141-3151.) (2) While
we do not find any decisions of the California courts on the precise question
referred to, viz., the right of the drawer of a check to stop payment thereof
after the check has been certified, we can conceive of no reason why those
courts should hold that a bank may refuse payment of a certified check in the
hands of a bona fide bolder for value.

SECOND PRESENTMENT OF NOTE—PROTEST.

Editor Bankers' Magazine : BURLINGTON, Ky., June 38, 1902,
S1R: Abp individual draws his check on Bank A, in favor of B. B indorses the check to
Baunk C, and Bank C sends the check to its correspondent Bank D, indorsed for collection and
credit. The drawer has no fundsin Bank D. The check is duly and properly presented for pay-
ment and payment demanded. Payment is refused by Bank D for the reason that the drawer
has no funds to his credit in the bank. The check is then protested, and notice of protest is
duly given and received by all the parties, and check and proteet returned to and received by
Bank C. In about a week Bank C returns the check to Bank D indorsed as before for collec-
tion and credit, in Mact, with the identical indorsements that were on it when received by
Bank D the first time. No notice not to protest it had been or was given Bank D. Now,
ought Bank D protest it again, the drawer still having no funds in the bank, or could pro-
test fees be received for the second protest ? F. RIDDELL.

Answer.—The liability of the indorsers having been fixed by the first pro-
test and notices of dishonor, no further protest is required upon the second
presentment for payment.

PAYMENT OF SBAVINGS DEPOSIT.

Ed{tor Bankers' Magazine : KALAMAZO0O, Mich., June 4, 1902.
fTR: An unknown woman presented a bank book given by the P Savings Bank to Mary
C——, and demanded payment of $150, being only part of the amount on deposit. She did
this without the knowledge of Mary C——, to whom she is still unknown, and appropriated
the money to her own use. The money was paid to her in good faith by the bank, in a belief
that she was in fact the person whom she represented herself to be. The bank had adopted
and caused to be printed upon its depoeit books, a by-law which provided that deposits and
dividends shall be drawn out only by the depoeitor in person, or by their written order, or by
some person legally authorized. and only upon presentation of the depositor’s book, that
such payment may be entered therein, and all payments to persons who present the deposit
book shall be valid payments to discharge the bank and its officers. This by-law was printed
upon the cover of the book in question. Is the bank liable to the real depositor for the sum
thus wrongtully witbhdrawn ? C. H. H.

Answer.—No. It has been frequently held that a by-law, printed upon a
pass book given to a depositor, and accepted by her, becomes part of the
contract between her and the bank. Undera true construction of the by-law
in question, the payment made by the bank in good faith and in the exercise-
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of due care, to any person presenting the pass book, operates to discharge the
bank, without regard to whether or not such person is entitled to draw the
money.

AUTHORITY OF AGENT.
Edttor Bankers' Magazine : PITTSBURG, Pa., June 5, 1902,
81R: Three years ago this bank came into possession of a factory building in a Kansas
town. Under our instructions, our agent there procured insurance covering tbe building
against fire, renewing the pohicy each year. In his annual statement of expenses, made out
at the end of each year, he included items for premiums paid, which were in every case to old
Hpe insurance companies. [.ast year, with our knowledge, one of the old line companies
declined the risk, and the agent, without applying to other old line companies, made applica-
tion for, and received a policy in, a mutual company. This company has just passed into the
hands of a Receiver, and under an order of the court the Receiver bas commenced a suit
against this bank for assessments to pay the losses which forced the company into insolvency.
Under no circumstances would we have taken out insurance ourselves in a mutual company,
or knowingly authorized our agent to do so. Can we escape the assessments ?
MANAGER.

Answer.—You are not liable on the assessments. - For an agent authorized
to take out insurance to do so in a mutual company without express author-
ity is a great step outside of his authority. Under his authority given by you,
he was authorized to take out insurance. By taking out insurance in a
mutual company he went beyond this, and made you, in a measure, the
insurer of others. You are not bound by his action.

RIGHT TO PROCEEDS OF LIFE INSURANCE POLICIES.

Editor Bankers’ Magazine : ABSBURY PARK, N. J., June 7, 1902,

SIR: At the time when X went out of business he was supposed to be sound, and this
bank held his note for $3,000. He was in fact insolvent, though honest. He has renewed this
note from time to time for several years, and just before his death executed a new note in
renewal, and the old note was returned to him marked * paid.” The wife of X had some
money,and on her paying up some of his indebtedness he entered into an agreemeut with her
by which he took out a policy of insurance upon his life in her favor. Until he died he paid
the premiums out of his own earnings. He paid no premiums after executing the last note
tous. Arewe not entitled to enough of the proceeds of the insurance policy to pay our note,
on the ground that he paid premiums while insolvent? Or, can the wife claim that the new
note was a new indebtedness, the old note being marked ** paid,” and consequently no prem-
jums were paid after its execution ? CABHIER,

Answer.—As to the new note being the beginning of a new indebtedness,
you need feel no uneasiness. There are plenty of authorities holding that
under such circumstances the old debt is not discharged and a new one
created in the absence of an express agreement to that effect. The weak
point in your claim is that the agreement between X and his wife was per-
fectly valid, and unless he paid out more money on premiums than she
advanced in payment of his indebtedness, she is entitled to the entire pro-
ceeds of the policy. If it should turn out that he paid more money in keep-
ing up the premiums than she advanced, she would still be entitled to her
proportionate share of the proceeds of the policy.

FORGED INDORSEMENT.
Editor Bankers’ Magazine : 8r. Louts, Mo., June 7, 1802,
8te: Dr. B was the owner of premises in this city which he wished to sell. A man who
gave his name as Ashley called upon Dr. B, and, under the pretense of deeiring to purchase
the property, got possession of the title papers, and took them to a responsible conveyancer,
to whom he applied for a loan of $5,000, to be secured by a mortgage on the property. The
conveyancer, believing the man to be Dr. B and the owner of the premises, negotiated the
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loan. The mortgagee, desiring title insurance by the trust company, deposited with said
company the amount of the loan, to be paid to the mortgagor when a valid mortgage should
be executed. When the matter was ready for settlement, Ashley went with his conveyancer
to the office of the company, and was there introduced to the settlement clerk as Dr. B. He
signed the mortgage with Dr. B's full name, acknowledged it before & notary connected with
the company, and received from the clerk the company’s check, drawn on itself to the order of
Dr. B. This check, indorsed with Dr. B’s name, was deposited in the N bank by a person who
had opened an account with it as G. B. Rogers, and was collected by the bank of the trust
company in the usual course of business. Whether Ashley and Rogers were the same person,
or different persons who had conspired to defraud the trust company, and had opened an
account with the bank as a means to that end, or whether Rogers was a person who was
innocent in the matter, is not known. Dr. B had no knowledge of the mortgage until called
upon six months later for the interest. All of the parties to the transaction, except Ashley,
and poesibly Rogers, if he isa different person, acted in good faith,and in that reliance on the
good faith of others which is usual in such matters. On discovering the fraud which had
been practiced upon it, the trust company notified the bank, and demanded the return of the
money paid on the check. Can it recover same ? NOTARY.

Answer.—We think not. Both the check and money were given to the
person intended. The trust company has no claim against the bank.

EXECUTORS AND ADMINISTRATORS.

Editor Bankers’ Magazine : HaMMOND, Ind., June 9, 1902,
Sm: D, as administrator of W, deposited checks payable to him, as administrator. In
making the deposit he indorsed them in his capacity as administrator. Afterwards the
amount was checked out by him and appropriated. D was removed as administrator and Y
appointed administrator, de bonis non, threatened suit against the bank for the amount of
the funds misappropriated. Will such an action lie ? TRUSTES.

Answer.—No. Upon the checks which were received by the administra-
tor, he had the undoubted right to draw the money; and, if he chose to
thereupon deposit the money thus received to the credit of his own account,
he had a perfeet right to do so. What he did was nothing more than the
equivalent of such action on his part. The money, having gone into his own
account, was subject to be drawn out upon his personal checks, which the
bank could not refuse topay. The question is entirely different from the one
which would arise if, after the deposit was made, it was claimed as money of
the trust, and the bank was notified of the claim before it was paid; but that
is not the case.

PAYMENT OF FORGED CHECK.

Edttor Bankers’ Magaszine : CAIROo, 1ll., June 10, 1902,
SBIR: A delivered to the M bank a sum of money, to be paid to B. The M bank gave to C
for B, their check on the E bank, in which they were depositors, for the amount, payable to
the order of B. C forged B's name on the back of the check, and thus obtained the money
trom the E bank. Is the E bank, in a settlement with the M bank, entitled to charge the
check against the M bank on showing that A had, by actions in the nature of estoppel, lost
his right of action against the M bank for the money which he had delivered to it ?
TELLBR.

Answer.—No. The implied contract on the part of a bank with its depos-
itor is that it will disburse the money standing to his credit only on his order,
and in conformity with his directions; and therefore if it makes a payment
on a check to which his name has been forged, or upon his genuine check to
which the name of a necessary indorser has been forged, it must be held to
have paid out of its own funds, and cannot charge the amount against the
depoeitor, unless it shows a right to do so on the doctrine of estoppel, or
because of some negligence chargeable to the depositor. The return, to a
depositor, of his check with a forged indorsement, together with his balanced
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pass book, casts on him only the duty of exercising reasonable care and dili-
gence to examine the vouchers and the account as stated by the bank, and to
inform the bank of any errors thus discoverable.

ULTRA VIRES ACTS OF CORPORATION.

Editor Bankers® Magazine : HARTFORD, Conn., June 11, 1902,
81R: Officers of a corporation, organized for the purpose of publishing and general book
making, negotiated a loan with a bank and executed a note therefor, signed by them for the
corporation, and also individually in their official capacity, for the purpose of ralsing money
to invest in a real estate venture. The object of raising the money ‘was well known to the
bank, and part of its officers were interested in the real estate deal. Can the corporation be
beld lfable on this note ? DIRECTOR.

Answer.—No. The act of the officers was ultra vires as to the corpora-
tion, and as the bank had knowledge of this fact it can only look to the offi-
cers individually for payment of the loan.

LIEN OF CORPORATION ON S8TOCK.

Editor Bankers® Magazine : CLINTON, Iowa, June 18, 1802,

StR: A local corporation has a by-law providing for a stockholder's pledge of his stock
to the corporation. The by-law also provides for a lien on stock for the payment of a debt
to the corporation. A stockholder pledged his stock with the corporation with notice of said
by-law, and the debt not being paid, the corporation canceled the stock and applied the pro-
ceeds in payment of the debt, as the by-law provided, on demand of payment after the debt
was due. Has the stockholder any remedy, that is, can he compel a re-issuance of the stock
in his name on payment of part of the debt, or the interest aocrued ? STOOKHOLDER.

Answer.—No. The by-law is valid. He has no remedy.

CHATTEL MORTGAGE—FIXTURES.

Editor Bankers' Magazine: IoLa, Kan., June 14, 1902,

S1R: The owner of a mill, subject to a mortgage, and mill machinery, subject to a chat-
tel mortgage, contracted for certain alterations and additions to such machinery; payment
to be made baif cash on delivery, and the remainder in notes at three months. The changes
‘were made, but only part of the contract price paid, although repeated efforts were made to
oollect the balance. The vendor finally accepted a chattel mortgage for the remainder of the
debt. Assecurity for the purchase money, did not this mortgage take precedence of the pre-
ceding mortgage? There is no question but that the additions added materially to the value
of both the real estate and the property the chattel mortgage secured. MORTGAGEE.

Answer.—No. The lien of the mortgage for the purchase price is para-
mount to that of the original mortgages, except as to such change of an orig-
inal machine as constituted a part of a perfect machine, if any such additions
were made.

SURETYSHIP—-LIMITATIONS.

Edétor Bankers' Magazine: 8r. JosEPH, Mich., June 19, 1902,
SIR: Where a note is indorsed, ** for value received, I hereby guarantee the payment of
the within note until paid,” do not the words ** until paid’ continue the obligation as to the
surety, even though the debt becomes barred by the statute of limitations asto the principal ?
PavYee.

Answer.—No. *‘‘Until paid” is surplusage. The debt is barred as toboth,
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BOOKKEEPING FOR CITY AND COUNTRY BANKS.
V.

BoOOKKEEPING FOR COUNTRY BANKS.

Except for some possible further elucidation of its phenomena, there would seem
little, if anything, new to be written about the compass; within the sphere of its
especial use, it is indispensable ; yet at this time a work on navigation that dwelt at
length upon a description of the compass and its use would be tedious reading, and
of little, if any, benefit to a navigator.

Stock registers, stock ledgers, journals, general ledgers, draft, remittance and
collection registers, however important as forming a part of the necessary records of
a bank, are all 80 well understood by bankers generally that no further mention of
them will here be made, except in those details where a difference of opinion and
practice may exist.

HarM DoNE THE BANK BY IMPERFECT ACCOUNTING.

‘“The greatest strain comes to the center of the tree and not upon its outer
branches.” InZJcountry banks, not only are the greatest care and laubor expended
upon the individual ledger and discount register, but their proper handling wields a
wider influence for the welfare of the bank than does that of any other record kept.
They form the center where comes the greatest strain, while all other records, from a
clerical standpoint, form the outer branches.

A customer brings back an unsigned draft, and, if judged by his good-humored
chafling, seems to enjoy the fact that an oversight has occurred. If the draft was
intended for discounting a bill of merchandise or for the payment of an overdue bill,
the jobber recognizes his good intent and holds him blameless for his banker’s over-
sight. Or if an [error occurs in the making of, or remitting for, a collection, in
almost every case it is easily corrected, and if not of too frequent occurrence, mili-
tates but little, if any, against the interests of the bank. But what is the effect if a
qustomer inquires his balance, and upon receipt of the figures returns with his pass
book and informs you that you are wrong, and upon comparison of the puss book
with the ledger account you find that upon a particular date he should have been
credited with & deposit which has been posted in error tn some other account ; or,
more important, he has made a deposit at some time, and not having his pass book
has taken a deposit slip for the credit. You have misposted this particular credit
and have balanced®and delivered his pass book, and he challenges the balance ren-
dered him, but hasimislaid or lost the deposit ticket you gave him, and is unable to
refresh your memory as to this deposit or furnish you anything to convince you that
he may not be in error himself. Until this error is found and satisfactorily adjusted
with him, there is a strong chance of your losing this customer. And again, when
4t last you find to what account this item has been posted in error, it may be found
that you have settled with this customer, and that he has at present no funds to his

* A series of articles to be published in competition for prizes aggregating $1,050, offered
by THE BANKERS'_MAGAZINE. Publication of these articles was begun in the July, 1901,
aumber, page 18,
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credit with you. Now, if he is a careless man (there are many such) and the amount
is nominal, one hundred dollars or less, he has probably never noticed it at the time,
and it will now be difficult to convince him that an error has been made with him.

No matter how you adjust this, with these customers, its occurrence has at least
-done the bank no good. and perhaps it has done it considerable harm.

Now, as to the discounts. If upon receiving a credit upon a note, after having
first made out your discount slip, which is proper, a chance remark or other circum-
stance attracting your attention, you fail to credit the note, and sometime thereafter,
and before you have reconciled the balance, as shown on the discount register, by
footing the notes, noted the error and corrected it, he again calls and pays the bal-
ance. It islarger than he expected, but he has other notes at other places. He
may be mistaken ; he will at least take time to refresh his memory before calling
your attention to the error; or should he call your attention to it at the time and
<claim you are in error, and you examine the discount slips for the month, and find
he is correct, you don’t know what construction he places upon your failure to credit
his note, and by your omission you have at least laid the foundation for troublesome
and embarrassing argument with him, should he err in the future in claiming a pay-
ment that has really never been made.

These cases are offered for the purpose of showing the possible, and often very
probable, bad impression they make on the bank’s customers, wherever either care-
less or inefficient methods are employed in the handling of the records of these two
‘branches of the business ; and whatever checking up of records has to be made, to
locate and correct errors, brought to notice by the customers, how very little it is,
<ompared with that employed in locating and correcting errors of which the custo-
mer has never been aware.

Now, this class of errors can and does occur with varying frequency in country
‘banks, except where great care, or better still, great care and the adoption of methods
forming a strong check against error, prevail. But when the customers, month
after month, and finally year after year, find their transactions with the bank are
always correct, its influence upon them is such that an intangible agent, without
hire, is constantly at work in all directions for the upbuilding of the business of the
bank.

No system can at all times be free from error. In some systems, however, an
-error i8 more speedily detected, the amount of the true error determined, the identity
-of the item and the transaction in which the error occurred, more positively deter-
mined than in others.

Simplicity is a factor tending to accuracy, yet its value should not be overesti-
mated, and any method that seeks for accuracy through reduction of labor alone,
is not desirable. For with such a system, should an error occur in the course of a
year's business, when at last it is found to exist, to locate it may require more
<hecking up of entries than to have employed a system requiring more detail as a

guard against error.
Tee INDIVIDUAL LEDGER.

An individual ledger, wholly impracticable for city banks, is found desirable for
-country banks, To be able to keep a ledger record of each separate deposit, show-
ing by whom made as well as the names of the payees of all checks paid, is not only
a great satisfaction to the banker, as forming a court of last resort, if from any cause
an error has crept into the ledger and is not discovered until the entries for a con-
siderable period have to be checked up, but also in that it furnishes the ammunition
for at once silencing any doubt expressed by a customer as to the accuracy of a bal-
ance rendered him. This form of record is also highly esteemed by the customer,
and forms a good argument for such customers as are inclined to think the bank
derivesall the benefit from their patronage.
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‘Whatever the merits or demerits of the individual ledger here described, in order
that its best;use may be understood by all, the system employed in handling the
checks and deposit tickets, prior to their reaching the ledger, also their management
after posting and up to the delivery of the checks back to the customer upon bal-
ancing his pass book, must be taken into consideration.

In country banks the gateway to the ledger is generally through but one book,
known under many aliases, check and deposit scratcher, check and deposit tickler,
deposit balance, etc. Balance due depositors sounds best, although it does not
express the exact truth should an overdraft occur. The introduction of labor-saving
devices has had much to do with changing methods, and with the introduction of
the registering accountant (adding machine) this book can be, and ultimately will
be, eliminated from country banks as an unnecessary record. Until eliminated,
however, it must be taken into consideration, and the form best suited to the follow-
ing system is shown by Fig. 1.

In using this form of book, the four columns at the left are used for entering the
checks, while the two columns at the right are for the deposits and yesterday and
to-day’'s/balances. In posting direct to the ledger from the checks and deposit
tickets, as is here recommended, it is necessary that they first be arranged alphabeti-
cally, and for this ledger they should also be arranged with reference to the three
first letters of the surnames of the customer. It is also desirable in most cases, bus.
not strictly necessary, that they be so arranged before they are entered on the form
shown in Fig. 1.

Some will prefer to enter them here from time to time during the day, without.
regard to alphabetical order, that the totals may be extended and the balance due
depositors be taken immediately after the close of business hours, and the checks
and deposit tickets arranged thereafter for posting to the ledger, as before described.
In special cases this is the better practice, but for most country banks it is best to
leave off recording checks and deposits until a quarter to half-past three o’clock, the
number of them at hand to regulate the hour. Then begin first by arranging them
in the order necessary for easy and accurate posting as before described, before
entering them upon the form shown in Fig. 1.

The ledger shown by Fig. 2, commonly known as the Kirtly Ledger (‘‘ patent
applied for”), possesses all the good qualities of the three-column ledger so gener-
ally used, and in addition dispenses with the necessity of using an index when post-
ing. Post direct from the checks and deposit tickets to the ledger accounts, record-
ing the name of the payees of the checks charged, as well as the name, or the nature
of all deposits not made by the customer whose name heads the account, and when
all items are posted to an account bring down new balance (credit balances in black,
debtor balances in red ink) in the balance column directly opposite and on line with
the last entry. Have a sheet of paper properly ruled, and keep memorandum of
balances, before and after posting, of all the accounts that have changed to-day, so
that when the posting is completed its accuracy can be proven, and if an error has
been made, you are simply face to face with the transactions of one day, in which it
has occurred, and can speedily locate and correct it. Make it a rule to take these
before and after posting balances from the ledger, and not from the result of a com-
putation made to arrive at the balance of an account ; for by the latter practice you
may place the correct balance on the proof sheet and err in setting in the balance on
the ledger, then your balance might be found correct by the proof, and the ledger
still be out of balance.

It is not deemed necessary to here take space to describe this method of proving
a day’s posting, as it seems to be more generally understood than practiced. How-
ever, there are different methods of making this proof, and some are better suited to
certain banks than are others.
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CHECES AND DEPosIT TICKETS.

The posting of the individual ledger being completed, the checks and deposit
tickets must be taken care of. I find it not only convenient, but necessary, to make
use of two cabinets, having twenty-six compartments, each properly lettered, and
supplied with movable partitions, in order that all matter filed under a certain letter
occupies just such space as is necessary and no more. One cabinet is used for active,
the other for inactive accounts, and for those customers who are derelict in bringing
in their pass books for balancing. The checks and deposit tickets of a customer
should be placed in a receptacle containing items affecting his account only, and his
name should be plainly wiitten or stamped thereon.

Probably it is best to use a folder made as follows. Cut a sheet of tough, heavy
paper, of a size that when folded it will be slightly wider than a deposit ticket, and
somewhat longer than the checks and deposit tickets used. Have a piece of stiff
cardboard cut of the same length but a trifle wider than the folder. Fold the paper
lengthwise, insert this cardboard and encircle the whole with a light rubber band.
For use remove the rubber band and insert the checks and deposit tickets of the
customer, placing the face of those of to-day to the back of those found in the
folder, replace the rubber band, and file the package under the proper letter in the
cabinet, and with regard to whether it is an active or inactive account.

TrE CuUsTOMER’S Pass Book.

When a customer’s pass book is balanced enter the date of reconcilement before,
and a check mark after, the balance on the ledger account in red ink ; file the deposit
tickets and return the folder case to the cabinet under proper letter for future use.

Among country banks there exist at least three methods of keeping a customer’s
pass book ; but the system practiced by all advanced banks is the only method to be
commended. The checks listed, either by machine or pen, are attached by eyelet
machine or otherwise and their total written under the total of the credits on pass
book, and marked checks returned. A line is drawn below, and a short one on
extreme left of the page; subtract the total of the checks from the total of the
credits ; this gives the balance, which is dated and written below. This saves fully
seventy-five per cent. in cost of pass books alone over other methods and a greater
percentage in economy of labor.

DESCRIPTION OF THE SELF-INDEXING LEDGER.

A short description of the self indexing ledger, shown in Fig. 2, is perhaps neces-
sary for some who may not be famillar with it.

A certain number of leaves are devoted to each letter, the first of which is sup-
plied at its outer edge with a leather tab strongly attached, bearing the letter for
this division. The names grouped u.nder the letter A are here given; take hold of
the tab A and turn back the leaf, and it will at once be seen, by looking at the top
of the book, that all names beginning with A are here arranged according to the
first three letters of the surname ; the tops of the leaves have heen cut away by the
manufacturer of the book, just as the lines of letters here appear. Suppose John
Aaron’s account is before you when you lift the first leaf as before described, but
you want the name Anderson instead. The leaves are now turned from the top for
all names beginning with A. It will be seen at once where you should turn to find
Anderson, and the particular Anderson wanted is as easily found. As this book is
now being printed by stationers and thousands of them in use, it is not deemed
necessary to give more than this general idea of the book.

THE DisCoUNT REGISTER.

For a discount register I prefer one of the form shown by Fig. 8. The number
of each note appears prominently as first entry at the left of the page, and the usual
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columns for names, endorsers, dates, maturity, etc., are the same or very similar to
that of most discount registers, the book differing mainly in that here, it will be
seen, two columns each are devoted to the amount of notes discounted, notes paid
or credited, and amount of discount. This arrangement contemplates that during
the day, as time permits, each note as discounted and the amount of discount shalk
be entered, and the note, bearing its proper number, be placed in the note case under
the proper letter ; also that all payments be entered by number under pay columans ;
the date of payment entered in proper column, or if paid by renewal, the renewal
number be written in its column. At the close of business extend the total of notes.
discounted into second line ; treat the payments and amount of discount the same.
If the totals of notes discounted exceed the total of payments, add the difference to
the former balance shown; or if payments exceed, subtract, and bring it down
opposite the last entry ; then post the total of discounts to the interest account in
the general ledger. If handled in this way, this book will be closed {n ten minutes
or Jess time after the door is closed to the public, at the expiration of office hours;
or it not convenient to have made these entries during the day, all can be deferred
for entry until the close of business. This book, when understood and properly
kept, forms the means of speedily locating and positively identifying any error that.
may occur in the discounts.

For starting from a given point, it is simply a list of just such notes, and their-
condition if any credits exist, as you should have on hand and so prominently
exhibited that comparison with the notes is speedily accomplished.

Provide for this in advance as follows: When a note is paid or credited, after-
entering the payment on the register, and before filing the discount slip, turn back
to the orginal entry, and if a payment in full, enterastrong v check mark to the left
of the number, but if only a credit, enter the amount in lead pencil in the space-
above the number ; or if the payment is the balance due, former credits having been
made, add the credits here found to the balance, and if the sum discharges the note-
enter { mark as before.

If at any time the total of the notes on hand disagrees with the amount of bills.
receivable shown by the discount register, to locate the error proceed as follows :
Turn back to the first unchecked number, as shown by the last reconcilement, and
if it has since been checked off, examine the entries from this point forward until
you come to the first unchecked number ; take this note from the case and compare
it with the exhibit of condition here shown by the register ; if a credit appears on
this note, and no corresponding memorandum has been made, you have probably
failed to}make the memorandum, yet it will now be necessary to examine the dis-
count credit slips, since last reconcilement, and if you find a slip with name, date,
number and amount corresponding with the credit shown on the back of the note,
enter this amount here, and proceed as before. It is very probable you have made a.
memorandum of this credit over the number of some other note, and if so, while it
will not affect the error you are searching for, when you come to this improper
entry, erase it. We will suppose the notes are thort $150 and you come to the
unchecked number of John S8mith’s note for a like amount ; you remember at once
that John Smith is dead, and the note has been filed with the surrogate. You hastily
run over all the notes under the letter 8, and find that you failed to file a duplicate,
when you withdrew this note, to probate it against the estate of Smith, and whether
this is the pature of the error you have started in to find or not, by proceeding in
this manner you will find speedily all existing errors, which are the result of mislaid
notes, failures to credit on the register, etc.

This book, when properly handled, might be said to be almost a self-auditing.

discount register.
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DrAPT, CoLLECTION AND REMITTANCE REBGISTERS.

Draft, collection and exchange or remittance registers, as now made by all good
stationers, could scarcely be improved upon. The same books, however, will fre-
quently be handled differently in some respects by different banks. My method is:
this : on receipt of a collection, mail a card to the customer in the following form :

““Yours of inst. received with inclosure as stated. Detailed receipt willi
be forwarded as soon as the items are numbered and entered on our collection
register.”

Stamp each item with a small oollection stamp, bearing the name of the bank;
and write in the number as it appears on your collection register; then make out
receipt, but instead of a literal description let the items be described in this manner :
Your No. , our No, , amount § Either stamp on this receipt, or
if a stock form is used bave a strong notice in different ink: ‘¢ Give our number
when corresponding about a collection.” The object sought is plain ; on receipt of
an inguiry giving your number you turn to it at once on your register, while if the
inquiry merely gives the customer’s number, together with the name of the payee
and amount (which will always be the case unless better instructed), it will gener-
ally require five times the effort to answer the inquiry than when your number is.
given.

On remitting for a collection, enter your collection number on the draft register;
and in marking the disposition of the collection on the collection register enter the
date and number of the draft and the name of the correspondent drawn on. When
returning an unpaid collection date the return in red ink ; this enables you to easily
keep tab on where your most profitable collections come from.

‘Whether a carbon copy or other form of remittance register is used, there should
usually be two kept—one used exclusively for cash items mailed direct to the bank’s
regular correspondents and the other for cash items collected direct.

As the old instruction that ‘‘ the general ledger should contain a complete exhibit
of the condition of the business” is no longer practicable for country banks, no
further mention of this book need be made, except to mention that nothing should
here be entered direct from the item ; and, except amount of discount from the dis-
count register, all other entries should come from the journal,

Of active accounts we enter expenses incurred, making the entries in full ; the
directors can, with less trouble to you and with greater satisfaction to themselves,
check up expenses.

However desirable it is to avoid past-due paper, some notes will become over
due and when collected this interest should be journalized.

As no tickler is here contemplated in this system, we must go somewhere to
speedily determine the amount due from banks. It is here contemplated that the
balance due from banks be carried on the journal. Items affecting the record of
each correspondent are properly entered under this, and the balance for to day taken,
which is brought down, and treated to-morrow as it has been to-day.

As before stated, this system does not contemplate that a tickler be kept, from
which the cash book is made up, as is practiced by some banks. Neither is it con.
templated that a cash book of a form generally kept by ther.majority of country
banks be used. Instead thereof use the teller's cash book, shown in Fig. 4. This
book is copyrighted and should be obtained from licensed stationers. The form here
shown is not a literal copy, but it embodies the essential features of the combination
protected, omitting some of the details, and is amenable to the copyright. The
exhibit here made explains the book, and no further mention of it need be made,
except to call attention to the fact that this book forms the daily settlement, and if
the work on the other records has gone forward properly, and they are ready to
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<lose up the balances in all accounts, by merely writing in the balance, then this
book can be made up, the cash requirement determined and the cash and cash items
<ounted, listed and proved in from fifteen to thirty minutes after the close of buasi-
ness hours. And with this important factor, everything that has been entered on
this book has been brought from the already closed and proved permanent record of
the bank, except that of the individual ledger accounts, which when posted at night
or next day and the accuracy of the posting proved, verifies the accuracy of the
balance due depositors as shown here in to-day’s settlement. Without the ideas
herewith presented be closely followed the impression may be formed that there is
amuch more detail in this system than really exists, and practical experience would
soon dispel such impression. I have found this system for a country bank the freest
from errors. Also during the course of a year no more labor will be performed,
when it is used, than with that of any system where accuracy exists. And with
much less labor than with some of the several distinct systems in use with which the
writer has had practical experience.

Not strictly relevant to the subject, but perhaps permissible, permit me to call
attention to the fact that the business methods employed have much to do with
securing the best results from any system, and a few suggestions along this line
will be offered. )

Never open a ledger account with those whose business with the bank consists of
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collections only, as some benks do. On making a collection stamp the day of pay-
ment on the advice ticket or letter, and remit on day of payment. Or if from any
cause remittance is delayed to next day, use a debit to cash in to-day’s settlement.
If a collection i8 received by a bank against a well-known, responsible firm, who are
known to be always prompt in meeting their obligations, and from some cause
unknown to you it is neglected by them for several days, when paid stamp the day
of payment as before stated, but remit next day, so that your customer may see by
the difference in the date of payment, and that of the draft remitted, that the delay
in payment has been theirs, and not that you have been slow in remitting. They
may get this idea from the fact that some banks in using the customer’s inclosure as
the advice of payment accompanying the draft remitted. Stamp the date of remit-
ting, although the collection may have been made three or four days before.

Never open a check and deposit account with a customer whose accidental over-
draft would cause you apprehension of probable loss. Accommodate all others with
Cashier's checks, or negotiable certificates, the former preferred, for fully one-fourth
to one-half issued will be presented for redemption by other banks or business firms,
and in such cases you take no risk as to the forging of the payee’s name with Cashier's
checks, while with certificates you do. Never make credit payments on either of
these ; take up and cancel the old and issue a new one for the balance.

Insist that a deposit ticket be made up so that at least each cash item is listed,
for some day you may have to check up cash items, to ascertain from whom you
have obtained, and what disposition made (whether cash or deposited) of all such
items coming to your hands, whether checks on you or otherwise, before your daily
cash requirement can be reconciled.

These are only a few of the many suggestions that could be made. Study the
methods you employ at the counter ; they have much to do with the accuracy and
simplicity of the bookkeeping. BEHIND THE GUNS.

DEATH oF MR. LIDDERDALE.—A. despatch from London on June 26 announced
the death of William Lidderdale. He was a director and ex-Governor of the Bank
of England, and took a prominent part in effecting arrangements to avert a crisis in
the money market at the time of the failure of the Barings.

The Right Hon. William Lidderdale was described by the papers in 1890 as the
‘Hero of the Baring Crisis.” He was a Scot by descent. When a young man he
entered the employ of Rathbone Bros., Liverpool, merchants, and for some years he
represented that firm in New York. In 1864 he became a partner in the firm and
took charge of the London office.

In 1870 Mr. Lidderdale became a director of the Bank of England. He held the
post of Governor of that great institution from 1889 to 1882. For the masterly way
in which he dealt with the crisis caused by the Baring smash in 1890 he was made a
Privy Councillor, and the freedom of the City of London, in a gold casket, was con-
ferred upon him.

Mr. Lidderdale was seventy years old.

CouNTERFEIT $5 NATIONAL BANK NoTe.—New photographic $5 National bank
counterfeit on the National State Bank of Troy, N. Y.; portrait of Garfleld ; Bruce,
Register of the Treasury; Wyman, Treasurer; check letter, A ; charter number,
991 ; serial bank number, T244 ; serial Treasury number, B488714. This is a very
poor counterfeit, printed on ordinary glazed photographic paper, and no attempt
has been made to color the seal, numbers, or the panel in the back of the note.



INDIVIDUAL LIABILITY OF THE OFFICERS OF A BANK.

It has been previously mentioned in what class or classes of cases the bank will
be held responsible for the misconduct or other acts of its officers, and now we come
to that class of cases where it is sought to hold the bank’s officers individually
responsible to depositors and creditors of the bank for loss sustained by them
through the failure, mismanagement or fraud of the bank itself.

The general rule is that the officers and directors of a bank must exercise ordi-
pary care and prudence in the administration of the bank’s affairs. They are
entitled to commit the banking business, the ordinary routine, clerical and detaited
work, to their clerks and bookkeepers and to authorize the proper officers to perform
certain duties, but this does not absolve them from the duty of reasonable supervis-
ion, nor should they be permitted to be cleared from liability because of their not
having knowledge of the wrong doing, if that ignorance is the result of gross inat-
tention. If the directors of a bank neglect their duties, under the law, to pass upon
certain transactions coming through the bank, to endorse papers and to use their best
judgment, care and diligence in the management of the bank’s affairs, they can be
said to be responsible for any loss which a depositor sustains through their negli-
gence.

Where a Cashier of a bank is permitted to conduct its affairs as he sees fit; where
his reports and statements are taken for granted without further investigation by
the officers, as in accordance with their duty, and if loss results through their failure
to so investigate, then they may be said to be individually responsible for such loss.

A case upon this subject was decided by the United States Court of Appeals not
long ago and was entitled, John W. Warner, Receiver of the First National Bank of
Wautkins, New York vs. William J. Penoyer, ef al. The facts concerning the man-
agement of the bank’s affairs are probably the same as in scores of other small banks
throughout the country. It had a capital of $50,000 and was located in a village of
8,000 population and carried a line of deposits and discounts approximating $200,000.
It was a well-conducted concern for a number of years until shortly before it became
insolvent when, owing to the mismanagement, frauds and criminal acts of its Cash-
fer, its assets were depleted to the extent of about $140,000. The bank finally failed
and went into the hands of a Receiver. The Receiver began suit against the direct-
ors of the bank, alleging that the losses of the bank were attributable to their disre-
gard of their duties, and he charged them with the amount of the defalcations. The
case was tried in the lower court and the directors were absolved from any liability.
The Receiver then appealed the case.

It appeared from the facts that the Cashier was a small stockholder and was in
good repute, financially and morally. None of the directors were bankers or men
of much business experience, and so the duties of the management and control of the
bank devolved almost entirely upon the Cashier. The President of the bank, who
was made one of the defendants in the case, was a farmer, residing two or three
miles from the village where the bank was situated and was one of the largest stock-
holders. He visited the bank frequently and advised the Cashier about discounts,
and when the Cashier was absent signed drafts and authorized smail transactions.
He was not familiar with bookkeeping and never looked at the books of the bank.
He occasionally looked at the deposit books kept in a leather case. He never inves-
tigated the assets in the safe but relied entirely upon the weekly statements prepared
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by the bookkeeper and the Cashier, and these he examined every Tuesday morning.
The directors had an examining committee, and this committee met only at the semi-
annual meeting of the board of directors. At these meetings the Cashier would
bring in a list of the outstanding discounted notes and some of the members of the
examining or discounting committee would look the notes over and compare them
with the Cashier’s list. The discount committee was composed of two directors and
the President, but only one of the director's ever acted on any of the notes presented
for discount. In a word, the President and directors of the bank all deferred to the
better judgment and banking experience of the Cashier, and the whole management
of the bank was left to him as the one who was considered the best qualified to act.

The Cashier discounted notes for an irresponsible company, in which he was
interested, to the amount of $72,000 and permitted them to overdraw their account
to the amount of $24,000. He commited other acts of fraud and misconduct, and
wrecked the bank. .

The question which came up before the court was whether the board of directors
had been so negligent in their duties as to render themselves liable for the loss sus-
tained by the depositors. The facts concerning the management of the bank have
been stated so fully in this article that the reader may have an opportunity of judg-
ing just to what extent the court will hold an officer negligent. The court held that
the cause of the losses was the negligence of those who were appointed to keep
watch of the discounts, namely, the discount committee. The other directors had
00 reason to suppose that the discounting and examining committees were neglect-
ing their duties, therefore they can not be said to be responsible for the loss which
was due to the neglect of the committee. A director who has failed to act is not
responsible for the shortcomings of the Cashier, unless it appears that his omission
had some relation with the losses. The judge, therefore, although with great reluc-
tance, rendered & judgment against the members of the examining and discounting
committees and the President of the bank for the amount of the losses sustained,
thereby reversing the decision of the court below, and these individual members had
to make good the losses occasioned to the depositors.

In connection with this subject I might mention another case with which per-
haps many readers of this article are already familiar and still remember. At the
time of the great fajlure of the Penn Bank of Pittsburg many will recollect the
shock which it caused to the people of that city and the excitment which it brought
about. Asis usual under such circumstances, public opinion generally turns against
the officers and directors of the failing institution and the condemnation of them is
as severe as it is often unreasonable. Growing out of that faflure came the case of
Swentzel vs. the Penn Bank, ef al., in which certain creditors of the bank sought to
hold the board of directors and officers responsible for the losses which had occured
to them. In that case, as in the case above mentioned, the entire control and man-
agement of the bank and its affairs was entrusted to its President, Riddle, who had
absolute control of the Cashier and subordinate officers who followed his instruct-
tions implicitly and in & measure joined with him in his defalcations. The officers
of the bank were continually deceived by the statements and reports of the Cashier,
who for a long time past had been misrepresenting the condition of the bank to the
directors. False entries were made in the books and false accounts of fictitious
persons were opened 50 as to hide the thefts, The reports of President Riddle
showed the bank to be in good condition, while as a matter of fact it was filled with
fraud and its aseets were squandered in wild speculations. Even if the directors had
investigated into every book in the bank they could not have discovered the frauds,
20 cleverly were they hidden, and it was only uutil after the fa.!lure of the bank
that the frauds were discovered by expert examiners.

The case went before the Circuit Court of Pittsburg and ﬂnally to the Supreme
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Court of Pennsylvania. The circuit court judge wrote a very sharp, terse, and in
some places, amusing decision, in which he gave it as his opinion that the directors
ought to be held responsible for the fraud practiced, but because of Supreme Court
precedents, he felt in duty bound to follow them, and therefore absolved the defend-
ants from any liability. The Supreme Court affirmed his decision and laid it down
as a rule that the director of a bank is not to be held to the same ordinary care that
he takes in his own affairs. As director he has only certain duties to perform, such
a8 to assist in discounting paper and to pass upon other important transactions and
his acts are confined to these duties, which do not make it necessary for him to
investigate the books and the detailed management of the bauk in all its branches as
he would do in the management of his own business. The directors in this bank
were not paid officers, and the court stated that to expect a director to give the
affairs of the bank the same care that he takes in his own business, is unreasonable
and not required. What is required of the director is that he shall not be grossly
negligent of those duties required of him, as a director, and that he should not be
blind to an open and palpably dangerous condition of affairs in the bank. In this
case the court did not believe that the directors had been negligent or guilty of gross
fnattention to the business of the bank, and therefore they were held not to be
responsible for the frauds of others in which they had not participated, and of which
they had no knowledge, and which had only been brought to light by the aid of
experts.

The case is a very interesting one from beginning to end and is cited here because
it laid the foundation for many subsequent adjudications. It can be found in volume
15, of the Lawyers’ Reports, Annotated, on page 305. EmANUEL T. BERGER.

THE BARK oF FRANCE’s SBERVICE TO THE PoorR.—The total number of bills dis-
counted by the Bank during the t year was 16,866,855, against 16,784,998 in 1900,
showing an increase of 81,862 bills. But while the bills increased so remarkably in
number the total amount represented by them fell off from 12,347,555,500 francs in
1900 to 9,986,821,500 francs last year, being a decrease of as much as 2,811,284,000
francs. These figures bring out very clearly the force of what the Governor said
respecting the depression throughout Fraunce last year. But it also demonstrates
very forcibly the service which the Bank of France renders to the small trading and
agricultural classes. It will probably be in the recollection of some of our readers
that the average value of the bills diseounted by the Bank of France in 1000 was
729 francs, or not much over £29 3s. of our money per bill. Last year the averaiie
was no more than 588 francs, being a little over £23 10s. of our money per bill.
Here we have the strongest confirmation of what the Governor said respecting the
manner in which the Bank lays itself out to afford the needed facilities to the very
smallest traders and agriculturists. The Governor, unfortunately, does not give
the small losns for the whole of France. But concerning the operations in Paris,
he tells us that out  of a total of 6,128,788 bills discounted in that city last year,
8,448,849 were for sums over one hundred francs, or £4 of our money. On the
other hand, 1,181,229 bills were for sums from fifty-one francs to 100 francs, that
is, between £2 and £4 of our money ; and 1,409,021 were for sums between ten
francs and fifty francs, that is, between 8s. and £2 of our money. Lastly, there
were as many as 89,674 bills for sums ranging from five francs to ten francs, that is
to say, from 4s. to 8s. of our money. Altogether the bills for sums under £4 of our
money numbered 2,679,924, being about forty-four per cent. of the total discounts
in Paris. The number of bills rejecfed by the Bank of France all over the country
was only 55,687, and for sums aggregating 82,782,000 francs, or £1,809,280. And
most of the rejections were because of defects in form.

The point, however, characteristic of the management of the Bank of France
which we wish to bring again to the notice of the reader is the accommodation it
gives to very small customers. For example, we find that last year 5,865 advances
were made by the Bank of France at Paris and the branches for sums ranging be-
twee_ntzw francs and 500 france—that is to say, £10 and £20 of our money.—The



THE MYSTERY OF THE BALANCES.

The disposition of our forelgn trade balances is undoubtedly one of the most
important economic and financial problems of the day. Last year, for instance, our
net exports of merchandise amounted to $584,000,000, but instead of getting any cash
for this enormous balance our imports of gold were actually less than the exports by
some $3,000,000.

The question is, How was this balance settled ?

During the early part of last year it was claimed by prominent financial authori-
ties that we were lending abroad several hundred millions due on these balances.
But after the panic it transpired that it was the other way—that we were borrowing
vast sums from foreign bankers to finance the steel deal and the Northern Pacific
operations. :

Just now the most popular theory is that one part of these balances goes to can-
cel our annual foreign debts, a second to flnance American enterprises abroad, and
s third part to repurchase securities which Europe is forced to return because she
has not money enough to square the account. In his article on the ‘‘Commercial
Invasion of Europe,” Mr. Frank A. Vanderlip estimates that in the past four years
Europe has returned over $1,200,000,000 worth of our securities. Inthe ‘‘New York
Times” of January 5, 19003, Mr. N. T. Bacon presents the fullest statement of this
theory that has yet been given to the public. According to this writer’s more modest
estimate, we are getting back about $210,000,000 worth of securities a year.

Both of these writers assume that Europe is returning these securities because she
hasn’t got money enough to settle her adverse balances. But the fact that foreign
bankers have been lending vast sums here since the first of last year proves that this
assumption is unwarranted.

In regard to the kind of securities alleged to have been returned, Mr. Bacon is
the only writer who gives any details. In the thirty months between July 1, 1899,
and December 81, 1901, he claims that we got back $525,000,000 worth of securities.
Of this amount $125,000,000 worth were, it is alleged, returned during the Northern
Pacific contest. Here he assumes that the chief parties to this contest represented
only American capitalists. This is another false assumption. J. P. Morgan is a
great promoter and kis concern is, more than anything else, a loan and investment.
company for English investors. Kuhn, Loeb & Co. are foreign bankers, and their
concern is a loan and investment company for German investors. All the stocks
that were sold by individual foreigners at the time were gobbled up by either one
of these contestants. At the same time they also gobbled up what stocks were sold
by individual Americans, so that when the end came it is quite likely that the three
roads involved in the struggle were more completely under foreign control tham
ever before. Of the remaining $400,000,000 worth of stocks, alleged to have been
returned in this period, Mr. Bacon appears to know absolutely, nothing. He jusst
takes it for granted that as we didn’t get the cash for our balances, we must have
got stocks, and lets it go at that. This happy-go-lucky way of solving the mystery
may suit the Wall street boomers, but it will hardly satisfy the general public.

Now, it is very singular that in their search for facts it never occurred to the
advocates of this theory to examine the New York 8tock Exchange records. These
records are published daily and they furnish much more reliable information tham
can be gained from those who are interested in bulling the stock market.
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Beginning with 1898, the first year of this alleged foreign liquidation, we find
that the purchases of stocks for foreign account exceeded the sales in every quarter:
except the second, when the breaking out of the Spanish war put a damper on all
speculation for a period. But in spite of this drawback the net purchases for the
entire year amounted to over 500,000 shares. In 1899 the sales were ahead in the
first quarter, but in the next three quarters the purchases had the best of it, and
exceeded the sales for the whole year by about 550,000 shares. In 1900 the sales were
most numerous in January, July, October and November, nevertheless the purchases
were most numerous in every quarter, and overbalanced the sales during the year
by over 1,817,000 shares. In 1901 the purchases were ahead during the first three
quarters, the total excess for the year being about 1,080,000 shares.

This makes the net purchases for the whole period of four years amount to over
38,450,000 shares. In other words, instead of selling over $1,200,000,000 worth of
stocks in this period, as Mr. Vaunderlip claims, the foreigners have bought about
$250,000,000 worth more, and instead of selling $525,000,000 worth between July 1,
1899, and December 81, 1901, as Mr. Bacon claims, they have bought about $200,000, -
000 worth more. These records are copied from the New York ‘‘ Evening Post,”
+¢Evening Sun,” and the ‘ Times,” and, I think, are more to be depended upon than
the haphazard guesses of those who have not thoroughly investigated the subject.

But, it may be asked, does this settle the question ? Are these Stock Exchange
transactions a fair index of dealings for foreign account elsewhere ? One prominent
financial authority whose opinion was solicited on this point seems to think they are
not, because they make no account of sales or purchases on direct orders. As an
offset to this, other authorities contend that such transactions are a fair index of
dealings for foreign account elsewhere, and in support of this contention they point
to the fact that in the great majority of cases the transactions on direct orders are
of the same character as those on the Exchange.

During this period there were numerous transactions outside of Wall street. In
1898 there were sold in London $6,000,000 worth of Reading Railroad bonds. 50,000
shares of Erie, $52,000,000 worth of New York Central, 80,000 shares of Northern
Pacific, a big block of Pittsburg and Western fours, and $10,000,000 worth of South-
ern Pacific bonds. In 1899 English investors bought the New Jersey Glass Works,
capital $30,000,000, Independence and Rob Roy gold mines, $12,000,000, and 50,000
shares of railroad stocks. In 1900 Speyer Bros., of London, bought $8,600,000 worth
of railroad stocks and Kuhn, Loeb & Co. bought $35,000,000 worth of Third Avenue
Railroad bonds, In 1901 the Spool Thread Co., capital $68,000,000, and Cramp’s
8Shipyard were absorbed by Englishmen and $30,000,000 worth of St. Louis and San
Francisco Railroad bonds were bought for foreign account by J. & W. Seligman.

In addition to these, there should be included the purchases of J. P. Morgan for
his English customers, which probably exceed all of the other purchases put
together. But, it is not necessary to swell the list of purchases ; it is only necessary
to emphasize the fact that the newspapers that report these transactions make no
mention of any foreign sales to offset them, Of all their numerous investments,
during the last fifteen years, in mines, lands, in iron, stecl, and glass plants, flour,
cotton and woolen mills, stove works and breweries, there is no record of a single
instance where the foreigners have let go their grip on any of these properties. On
the contrary, they seem to be extending their grip all the time ; and the great inter-
oational bankers and promoters like J. P. Morgan, August Belmont, J. & W. Selig-
man, Kuhn, Loeb & Co., and Speyer & Co. are more prominent than ever before in
the control of our properties.

Another alleged factor in cutting down our balances is the financing of American
eunterprises abroad. Mr. Bacon puts this item at $144,000,000 yearly, one-half of
which goes to Canada, Mexico and Great Britain. But, like most of his estimates,
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this one is based upon pure guesswork ; there is no actual proof that even one-tenth
of that amount of real American capital goes on this account every year. Thus in
referring to our ventures in London, he mentions ‘‘ the underground railroad schemes
of Mr. Yerkes, which is said to have called for $18,000,000” of our money, when as
s matter of fact not a dollar of real American capital had gone into them up to
January 1, 1902.

The purchase of the Leyland Line last year is also exploited by Mr. Bacon (as
well as by many others) as a striking proof of our rapid progress in acquiring the
earth ; but recent developments do not encourage this particular boast. If this line
had been really ‘‘ bought up bodily,” as he expresses it, we might naturally suppose
that the meetings of its owners would be held here in the United States, but from
the *“ Times” of April 80, 19023, we learn, to our no small surprise, that a meeting of
the shareholders of the Leyland Line was held in London the day before. Among
the shareholders present were a number of leading (English) shipowners, including
Mr. Pirrie of the shipbuilding firm of Harland & Wolff, but not a solitary American
capitalist appears to have attended the meeting, although it was a very important
one. When all the facts of this new ship combine come out, the claim that it will
give us control of the world’s shipping will prove just as illusory as this Leyland
Line purchase.

Referring to our ventures in England, Mr. E. A. Dithmar, the London corre-
spondent of the ‘ Times” (January 5, 1902), says: ‘‘ We hear a great deal about
the vast amount of American money put in English enterprises, but much of this
talk is misleading. The stock in many English companies that originated as branches
of American enterprises is largely held by Englishmen. A distinguished banker,
who has flnancial relations with the United States, told me the other day that the
only considerable investment of American money that he knew of was that of D. O,
Mills in the Central London Electric Line.” This letter appears in the same issue
of the ‘‘ Times” with Mr. Bacon’s article, so the public can choose between that
paper’s expounder of theories and its reporter of facts.

What is true of our ventures in England is doubtless true of those elsewhere.
Many of them are—like Mr. Yerkes’ London schemes—in the future, and have
nothing to do with financial problems of the past ; others, as in Canada and Mexico,
are being financed with the capital of foreign bankers here in New York, while the
amount of genuine American capital invested in still other ventures is but a drop
in the bucket when compared to the amount of foreign capital invested in the United
States. In addition to all this, the monetary conditions that have prevailed here in
the perlod treated, to which I shall advert presently, sufficiently prove the utter ab-
surdity of the claim that we have a yearly surplus of $144,000,000 to finance the rest
of the world.

The purchase of those foreign bonds has been exploited as proof that our big bal-
ances are transforming us into a ‘‘creditor nation,” but a glance at the naked facts
serves to dispel this pleasing {llusion. The Russian bonds came here as the result of
s transaction between American contractors and the Russian Government. Some of
the German bonds were taken by our insurance companies in order to enable them
to do business in Germany. In regard to the Bavarian loan of 1901, however, it was
stated at the time by the firm that conducted the transaction, that the principal sub-
scribers in this country were foreign societies and the class of foreigners who go
sbout with large sums of money sewed in their clothes. This furnishes a pretty
good clue to the mystery of most of these transactions. The.vast army of aliens,
who come here for the sole purpose of hoarding up money, prefer to invest their
savings in bonds of their own country, than to trust it to strange banks. The fact
that all of the bonds came from countries that have large contingents of their thrifty
sons here goes far to strengthen this.view of the matter.
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One of these transactions, however, requires a different explanation. I refer to
the British bond purchase last spring. This transaction took place just when the
stock boom was at its height, and was exploited by every bull in Wall street as
another convincing proof of our stupendous financial prosperity. ‘ What better
proof did any one need than this,” it was said, that we had become a creditor nation
with New York as the world’s money centre ¥ After the panic of May 9, the
astonishing fact came out that the very same parties who bought these bonds (and,
incidentally, the Leyland Line) had been for months previous borrowing enormous
sums from foreign bankers to finance the steel deal and the Northern Pacific opera-
tioas. The only reasonable explanation of it all is that the purchase was what is
called in Wall street (and pretty much everywhere else) ‘‘ a transaction gotten up
for the express purpose of booming the stock market.” Some of the bonds were
sold to the colony of British residents here, and the rest (as I also learn from E. A.
Dithmar in the * Times” of January 5, 1802) were, after the panic, shipped back to
Europe and dumped on the market to be sold for what they would fetch.

Finally, the monetary conditions that have prevailed here and abroad in the past
three years are a sufficient refutation of this whole theory of the disposition of our
balances. In 1899 there was a decided stringency in the money market, call loans
ranging from twelve per cent. in March to 186 per cent. in December. In its issue
of September 21, 1899, the ‘* Evening Post ” states that foreign bankers were lend-
ing large amounts on the Stock Exchange. On December 18, Wall street experi-
enced the severest one day money panic in its whole history. And it was not until
J. P. Morgan with foreign money at his back appeared on the floor of the 8tock
Exchange that the storm abated. Money was easier in 1900, probably because of
the big foreign investments, but even with this aid, along with our big trade balan-
ces, there was not a single month in the whole year when the market was entirely
free from apprehensions of future stringency, as was proven by the frequent
announcements that Secretary Gage would come to the relief when occasion required.
In 1901, signs of stringency began to appear early in the year and they have kept on
increasing eversince. The foreign bankers have been lending enormous sums to the
big promoters and smaller operators on the Stock Exchange. According to the
press reports there have been several occasions in the past twelve months when it
required the Treasury bond purchases to avert serious financial panic. In’its weekly
financial article, the ‘‘Sun” of October 7, 1901, says: ‘‘It is now manifest that
only the bond purchases of Secretary Gage averted & money panic of the first dimen-
sions in the business world.”

Futhermore, in spite of the confident predictions of stock boomers and financial
oracles, the conditions seem to be getting worse, instead of better. In its issue of
May 7, 1902, the ‘‘ Times” published the following items: (1) Purchase of 20,000
shares of stocks for foreign account on the Stock Exchange ; (2) purchase of 50,000
acres of Texas oil lands by an English syndicate; (8) statement that ‘‘one London
banking house has recently purchased in open market 50,000 shares of Union Pacific
stock, supplementing the recent large purchases of the same stock by London and
Amsterdam brokers ; (4) large purchases of Canadian Pacific stock for Scotch bank-
ers. Now, although these foreign purchases have been equally heavy for some time
past, it seems that, instead of getting any cash from abroad, it has required large
loans by foreign bankers to check gold exports and avert the constantly-dreaded
money panic. It seems, that, instead of cancelling the debts we contracted last
spring, we have been contracting new ones, going from bad to worse, so that at the
present time our borrowings from foreign bankers are on an enormous scale—larger,
in fact, than ever before.

In view of all these facts, the assumption that we have a yearly surplus of $350,-
000,000 from our balances, to repurchase securities, to finance American enterprises
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abroad, or invest in foreign bonds, and that we are thus changing from a debtor to
a creditor nation, seems like one of the biggest deceptions ever imposed on the Amer-
ican people. The wounder is that public opinion has tolerated it so long.

The truth is, that instead of having any such surplus, the financial and other con-
ditions just noted fully warrant the belief that these balances, big as they are, are
not nea.rl{: big enough to offset our annual foreign debts, and that the actual balance
of trade is largely against us.

In recent {ears these debts, for interest, dividends and Kroﬂt.s on foreign capital,
immigrants’ hoards, expenses of Americans abroad, freights, etc., have grown so
large that now they overtoP our trade balances, hence, instead of having a big sur-
plus to repurchase securities, etc., we have a big deficit, which has to be met by
exporting specie, or selling more securities, or by contracting sterling loans. One
of these annual debts—immigrants’ hoardings—is always overlooked, but I am
convinced that it amounts to more than any other one item, except the earnings of
foreign capital.

It 18 not neeeaeareg here to make any estimate of each one of these debts, but the
fact that when added together they (fmtly exceed our balances, leaving us an enor-
mous deficit to struggle with, is evidenced by a number of circumstances.

First, there is the unmistakable fact that for the last sixteen months foreign
bankers have, in addition to their big stock purchases, loaned vast sums of money
here. As the exports of gold exoeed the imports during this period, they couldn’t
have got this mon? from abroad, therefore, they must have got it here. And the
only way they could possibly get it here was in settlement of a deficit. Some other
circumstances which tend to corroborate this view are the disappearance of our gold
currency and the condition of our money market. Although three-fourths of the

t increase in our currency since 1898 is said to consist of gold coin, it is well.
nown that there is less of this kind of money in general circulation now than there
was five or ten years aio Again, in spite of the fact that at the present time we
are supposed to have the largest per capita circulation on record, it is nevertheless
true that since the beginning of last year it has required more aid from the National
Treasury, and more loans from foreign bankers to prevent a serious collapse in the
money market, than in any similar period of our history. These circumstances lead
to the conclusion that it is the diversion of our missing gold into the foreign banks
in settlement of this deficit, that is at once the cause of the prosrerity of these insti-
tutions and this stringency in eur money market. An additional circumstance
which strengthens this conclusion is the negative influence of our semi-annual inter-
est disbursements. In November last when money was so tight every oracle in
‘Wall street predicted that the January disbursements, which were to be the largest
on record, would bring relief and create a big boom in stocks. But this happy pre-
diction proved a failure. Money was but little easier for a short time, and the stock
boom never came. On the contrary, the market was unusually dull. Transactions
in stocks on the Exchange for the month of January were the smallest since last
Auﬁust, and were less than half those of the corresponding month last year.
ow, it is morally certain that if these enormous disbursements ($182,000,000) had
been paid to American investors, the effect would have been to make money more
plentiful, and to give a great boom to stocks. Hence, the fact that there was no
such change for the better, and that since then the stock and the money market is
leaning more heavily than ever before upon foreign bankers, furnishes still further
&r;)o(fl tsmt our money is going into the vaults of the foreign banks in settlement of

8 deficit.

Some of our financial leaders will have it that these monetary conditions are due
to our inelastic currency, poor banking methods, and the lockl%-up of so much
Government money. But noune of these alleged defects can explain the disappear-
ance of our gold currency, the negative influence of the semi-annual interest dis-
bursements, or the Fmt prosperity and monefy-lendlng capacity of the foreign
banks here. The only reasonable explanation of these circumstances is, that in our
dealings with the rest of the world, we are runni:ig very far behind. But those
finan leaders are blind to all this. They have allowed their prejudices and pre-
dilections to lead them on a false trail. To use a homely phrase, ‘‘ they are barking
up the wrong tree.”

According to the ““Times” of June 7, C. Schumacher, the foreign exchange
expert, estimates our borrowinfs of foreign bankers at $500,000,000 and this enor-
mous amount, he says, will be largely increased before the summer is over. When
will the American people open their eyes to the full meaning of a‘!lvt.hlsl

H. ALLEN.
BROOKLYN, June 10, 1903, . .



THE BANK CLERK AND CIVIL SERVICE.

{Address delivered before Alexander Hamilton Chapter American Institute t;t Bank Clerks
by W. E. Stevens, Paying Teller of the Dollar S8avings Bank, New York city.]

The ordinary man of affairs who opens an account with a bank, and thereafter
utilizes the means it furnishes for facilitating his business operations, knows but
little of the vast amount of machinery set in operation, as a result of his action, and
in fact cares less. His credit is good, therefore the desired funds are forthcoming ;
such paper as passes through his hands receives prompt and due attention ; his vari-
ous needs are supplied with courtesy and dispatch ; so he is satisfied. He is inter-
ested solely in results, and seeks to know but little of the methods by which they
were attained.

The fact is, however, that an intelligence of the highest order has been brought
to bear on hiscase. To safeguard and advance his interests the very best of mental
and moral equipment has been utilized, and a skill and training second to none
required by any other vocation has been placed. for the time, at his disposal.

The work of the bank clerk is not showy, but it calls for qualifications of the
highest rank just the same.

‘When one considers the tremendous interests involved in the banking world ; the
commercial value of the transactions; the great volume of business, and the intrinsic
worth of the commodity handled, it is quite appreciable that nothing less than an
A 1 XXX brand of a man is wanted there.

The volume of business, with its limitations as to the time in which it must be
handled, makes necessary a thorough knowledge of detail. combined with rapidity of
action. The nature of the business itself demands at the same time great exactness.

Withdraw from the situation, if you please, the helpful and stimulating qualities
of variety and change, and add those of endless routine and drudgery, and you have
mapped out the bank clerk’s life and work to a dot.

‘What other calling in life is there that requires at once 8o many varied and con-
tradictory qualifications of any one man? That demands so high a standard of
mental efficiency and moral worth ¢ We know of none. Viewing the matter in this
light, it is right and proper that the one most concerned, the clerk himself, should
be able to lay his foundations and build thereupon, with a certainty of seeing the
building rise to completion, and he himself enjoying the well-earned reward of his
labor.

The efficient bank clerk is an evolution of a most superior order. There is noth-
ing nebulous in his beginning. He must have certain well-defined natural qualifica-
tions and abilities to start with. To what was his in the beginning, he has added by
observation and training, until we find him fitting perfectly into his place in the
great machine where friction and waste of force have been reduced to a minimum.

AN ANALYSIS OF THE BANK CLERK’S QUALIFICATIONS,

That we may the better understand these two elements in his make-up, ¢. e.,
natural and acquired ability, let us for a moment subject him to a more detailed
analysis.

If he be a wielder of the pen, whether as a general bookkeeper or on an individual
ledger, it matters but little, he must be both careful and quick. ‘‘Slow but sure”
might have done some time ago. It is * quick and sure” now, however. He must
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be what is commonly called a ‘‘ steady ” man ; one who is able to handle the same
kind of hum-drum work, day in and day out, without being affected either by the
involved drudgery or the necessary routine.

Things that are constantly handled gradually tend to lose their distinctive quali-
fications, and in his case it would be 80 easy to become careless. This he must at all
hazards avoid. Much indeed depends on his accuracy of work, otherwise an over-
drawn account may be laid at his door, or what might be worse, the affected, if not.
ruined, credit of some depositor. The qualifications seem simple, yet strangely

enough the names of the faithful in this respect are not *‘legion.”

What about the man in the cage ? What a combination of qualities he must
have! His is in reality the salient point of the line. He is in the fighting zone al}
of the time, and constantly under fire. He is the bank’s agent in dealing with the
public. A go-between, if you please.

He must be affable, courteous, and diplomatic ; steady of nerve and a man of
decision. A keen judge of human nature both good and bad. A man who knows
men ; mentally acute, and morally straight as a die; possessed of an automatic
register memory for faces, facts and figures.

These are some of his natural qualifications. Add to this a thorough knowledge
of banking in general, and of the detail of his own bank in particular, and you have
the teller.

We might take up other positions, but it is not necessary. Enough has been
said to demonstrate the absolute necessity of & highly-trained force of men; and
men, too, of considerable natural ability, in order to the successful carrying on of a.
bank.

That this training, which is both general and technical, is not always in evidence,
is seen from the report of the committee on education, of the American Bankers”
Association, which resulted in the present movement known as the American
Institute of Bank Clerks.

Take the ordinary young man, by which I mean the every-day clerk, as you find
him in the general run of banks; bright, capable and willing ; possessed of a good
general education, and with no lack of ordinary horse sense, and a desire to advance:
in his calling.

This young man finds himself face to face with a routine of duties, which so
occupy his time as to give him but little chance to familiarize himself with other
bank work, save as it closely happens to touch, or lie annexed to his own particular
desk. :

He will progress, all other things being equal, from point to point in the course
of time, but his education by such means is bound to be narrow, and entirely
technical, bearing directly and only on those particular realms through which he
has come. The standard thus raised, while testifying to more or less efficiency on
the part of the force as a whole, is not high. It tends to make machines of men,
whose work takes on the nature of the automatic, rather than of broad, intelligent
service. How often banks find it necessary to step outside of their force, in order
to fill some important vacancy, for the reason that no one then at hand is prepared,
even theoretically, to handle the position. Thus is often laid at the door of influence:
& change that belongs solely and entirely to the realm of competency.

INFLUENCE CAN NOT HoLD 118 GROUND AGAINST EFFICIENCY.

We are now brought face to face with the ‘‘ Bogie Man ” of the bank clerk, who-
ever stands ready to jump out at him from some dark corner of his imagination. I
mean that which is suggested by the solemn word ‘‘ Influence.”

It will always be true that outside associations will play their part in this matter.
Iam going to aid my friends, and you are yours, most certainly. Others higher up-
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than we have not lost the same right, and will continue to exercise it, no doubt,
from time to time ; but it certainly holds, with rare exceptions, that influence apart
from merit will not hold in the long run, and capability will assert itself in spite of
all. However much the business man would like to remember some friendship, or
pay some social or political obligation, he is not likely to do so at the sacrifice of
efficient service. .

It will surely terminate here, as elsewhere, in the survival of the fittest.

If you have the goods to sell, the market will not be wanting. .

It was at one of the meetings of our chapter that one of the gentlemen present,
after hearing the explanation made of the plans and purpose of the proposed organ-
ization, asked the following question.

‘““Do the officials of the various banks interested agree in any way to honor or
accept the certificates of merit issued when courses of study have been faithfully
followed and completed ?”

This is a most natural and reasonable question, and might easily have been antic-
ipated as the first point of consideration. Itisa question that opens a door through
which troop a host of thoughts that have to do with the whole scheme comprehended
in the higher and more thorough education of the working force in the bank. Here-
in is involved not ouly the reason for, but also the incentive to, a systematic study
along constantly advancing lines on the part of the bank clerk.

Some clerks say, ‘‘ Methinks I smell a rat. It smacks very much of an attempt
to get more and better work out of me for the same monetary consideration.”

For such a one we have no advice to offer. The nature of the question notes the
caliber of the man, and shows plainly that his fear is impossible of realization.

Another argues in this way, unfortunately he has some reliable data on which to
base his argument: ‘‘8ee here, what will be the use of my exercising myself so
seriously over this matter? I may prepare myself ever so carefully, along the very
lines you suggest, only to see the expected vacancy filled by some one slipped in
over my head, who seemed to hold the larger end of the stick.”

To him we would say as before, merit will assert itself in the end. Ifheisa
better man than you, the place is his by a higher right than that of mere influence;
if otherwise, success will be attained by overlooking present disappointment, and
hanging on, like a postage stamp, which, as Billings said, * sticks to the same thing
till it gets there.”

I have seen this very thing happen ; so no doubt have many of you; but I have
also seen stability, persistency and efficiency creep up upon and pass the erstwhile
victorious opponent. .

PRoMOTION BASED UPON MERIT AND SENIORITY OF SERVICE,

There is enough of truth, however, in the clerk’s position to make it annoying.
Good faith on the part of the clerks should be protected and rewarded. It will be
demoralizing to the force, and eventually expensive, if they feel themselves entirely
at the mercy of either favor or caprice, on the part of those in authority.

There must be some solid and recognized scheme of progression, in order to
inspire confidence and furnish an incentive to higher effort.

Advancement should be according to seniority and merit. This scheme is now
followed by several large banking institutions to a considerable extent, and very
largely by certain railroad corporations, and found to add much in every way to the
efficiency of the service rendered. .

The scheme rests on a solid, recognized basis. If a man is superseded, he knows
just why. He isn’t up to the standard required. He can feel no sense of injustice.
None has been done him. On the other hand, all other things being equal, he is
sure of promotion and reward in due time, and that ‘*no one can take his crown.”
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The market is there, but he must furnish the goods.

Not only is a well-regulated civil service scheme desirable, feasible and beneficial,
but it can be assisted to success by a course of theoretical preparation that can be
made extensive in its application.

The commercial interests of our country are so many.and varied, and in conse-
quence require such widely differing methods of operation, that no scheme could be
devised that would be anything more than preparatory in its character and scope.
There are certain principles of business procedure, more or less common, both in
accounting and bookkeeping ; these the different business colleges try to teach. In
most cases, however, it is business truth in the abstract, and graduates find much to
learn of which they never dreamed. They find themselves equipped with but the
tools, the real use of which is to come.

Baoks differ also in their methods of operation, but there is much more uniform-
ity, the work to be done in each case being the same. Banks in general differ but
litile in the various divisions of their work into departments ; compared bank with
bank a surprising uniformity as regards scope and method will be shown. Of
course, there are many differing details, but a system of preparation could be out-
lined that would be found to work admirably even with an interchange of clerks
from bank to bank, so much is there of sameness in bank methods in general.
Allowance must, of course, be made for the special training and preparation that
the particular condition of each individual bank requires, such as acquaintanceship
with the customers, and all that that includes, and the nature of the business done.

The young man thus carefully prepared, with a broad, intelligent view of his
chosen profession, and his own relation to it, and with a faith in his own future that
rests on a certainty of advancement if he merits it, will be a power and a force not
to be despised. He will possess the philosophy of success.

He has the reason for it within himself. The opportunity must of necessity
sooner or later present itself. He stands ready when it shall appear. He is in the
place of a man prepared, so he can let his imagination carry him forward through
the years to the time when toil will be for him no longer necessary, when be can
retire to that modest home, up in the hills, and enjoy the competency which the
wisdom and generosity of his board of directors have made possible.

Modern Banking Methods.
A NEW BOOK ON PRACTIOAL BANKING AND BANK BOOKKEEPING.

The undersigned have ready for publication a new work, entitled MODERN BANKING
MzTHODS, by Mr. A. R. Barrett, an experienced banker and expert bank accountant and ex-
aminer.

This book describes in a plain and concise way all the various steps to be taken in organ-
izing and operating banks, giving over 200 illustrations of books, records and forms used in
conducting city and country banks in accordance with the most progressive methods. These
various forms are fllled up 80 as to represent actual transactions, thus clearly explaining
their use. '

MopeRNX BANKING METHODS Will be found of great practical value to those organizing
new banks and to all bankers who wish to simplify and improve their system of bank book-
keeping 80 as to assure the best results.

The different departments of the bank are treated of separately, and the books and forms
used in each fully explained. Numerous practical suggestions are offered—the fruits of a
long banking experience—for transacting the businees of each department in a way to secure
eficiency, speed and accvracy.

The price of MODERN BANKING MBTHODS is $8 per copy.

Orders are invited ; payment to be made on delivery of the book, which will be not later
than August 15. f

BRADFORD RHODES & CO., PUBLISHERS,
87 Maiden Lane, New York.



STATE BANKERS’ ASSOCIATIONS.
REPORTS OF RECENT AND PROSPECTIVE MEETINGS.

SOUTHERN TRI-STATE BANKERS' CONVENTION.

A joint convention of the Association of Georgia, Virginia and North Carolina
was held at Savannah, Ga., June 17, and was called to order in the De Soto Hotel by
President John F. Bruton, of the North Carolina Bankers’ Association. President
Seay, of the Virginia Bankers’ Association, was called on to preside. He announced
that Hon. Charles N. Fowlerand Hon. E. J. Hill, who had been expected to be present
and talk on currency legislation, were unable to come. He also announced that
Hon. Wm. A. Blair, Vice-President of the People’s National Bank, Winston, N. C.,
was prevented from being present.

The addresses of welcome were delivered by Pleasant A. Stovall, editor of the
Savannah ‘‘ Press,” and by R. F. Maddox, Vice-President of the Maddox Rucker
Banking Co., of Atlanta. Responses were made by President Bruton, of the North
Carolina Bankers’ Association and President Seay, of the Virginia Bankers’ Associ
ation. These addresses were replete with interesting facts showing the great pro-
gress made by the banks and the increase in material prosperity generally through-
out the South in the past few years.

Hon. Charles T. O’Ferrall, former Governor of Virginia, delivered an address in
which he mentioned the course he had taken in reference to the silver question,
placing himself in opposition to the great majority of his party, and suffering polit-
ical defeat in consequence. He stated, however, that he had no regrets to express
or apologies to make.

The ex-Governor rather favored branch banks, but not to the extent of allowing
banks in the large cities to establish branches that would crowd out local institutions.
In closing his address Governor O'Ferrall said:

“ While we are meeting as Geo! ns, North Carolians and Virginians, we must not forget
that we are Americans as well. e glory in our States, but we glory, in this Union of
States. Our State fl wave over the domes of our caf tals, but alo e of them, stream-
ing in the breezes, is the ensign of the Union, typical of a united peor e, v under a com-
mon flag and the segis of a common constitution, and enjo.yinx the blessings of a common re-
public. May that national ensign continue to rustle its silken folds during the ages to come
as the emblem of freedom and justice, strength and power, peace and prosperity. e
American, like Hannibal at the altar of his gods, swear eternal allegiance to his country an
his country’s flag, eternal enmity to their foes.”

Resolutions were presented declaring the Fowler Currency Bill to be ‘ radical
and revolutionary, seeking to practically abolish our present system and substitute
therefor a new and untried one, as a dangerous experiment.” The resolutions were
referred to the conventions of the respective States, after which the joint convention
adjourned.

GEORGIA BANKERS' ASSOCIATION.

The ninth annual convention of the Georgia Bankers’ Association was held at
Savannah, June 18, Percy E. May, Cashier of the National Exchange Bank, Au-
gusta, presiding. Reports of the various officers were presented showing an increase
in membership and interest. A resolution favoring an investigation of the Torrens
system was referred to the executive council, and another resolution was passed
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favoring the repeal of the National Bankruptcy Act, and the following in reference
to currency legislation :

Whereas, The members of this First Inter-State Bankers’ Convention, comprising the as-
sociations of Virginia, North Carolina and Georgia, are greatly disappointed at not meeting

the Honorables Charles M. Fowler and E. J. Hill, whose presence we had reason to expect;
therefore be it

Resolved, That this coavention regrets being denied the privilege of hearing these gen-
tlemen discuss the merits of the Fowler bill now pending in Congress.

Resolved, S8econd, That we have carefully considered the proposed banking system con-
tained in this bill and regard its radical and revolutionary character, seeking as it does to
practically abolish our present system and substitute therefor a new and untried one, as a
dangerous experiment.

Resolved, Third, That we do not consider our present system perfect, but it should be

corrected by necessary legislation, preserving those features that give uniformity of value
and security to all bank issues.

A memorial from the teachers of the State was presented favoring the abolition
of days of grace. Mr. Rhea said that the Legislature had refused to act upon simi-
lar recommendations made by the bankers, and suggested that the schools, and per-
baps the SBunday schools, might have better success. W. S. Witham replied that
the Sunday schools had brought this to the attention of the Legislature. But the
Legislature went off singing one of those old songs: ‘“ Oh, to grace how great a
debtor daily I’'m constrained to be!” '

Resolutions were adopted providing for the appointment of two delegates to rep-
resent the association at the convention of the American Bankers’ Association; also
that no bank that has had an officer selected as a delegate shall have an officer again
selected for five years from the date of last selection; also that when any officer of a
bank chosen as a delegate may be unable to attend the bank may name his substitute.

Col. Robert J. Lowry, President of the Lowry National Bank, of Atlanta, and
Chairman of the Educational Committee of the American Institute of Bank Clerks,
made an address calling attention to the educational advantages which the Institute
offered the bank clerks of the country. He said that the clerks were making use of
these opportunitics, and that the standard of bank work was being raised in conse-
quence.

The following officers were chosen:

President—F. D. Bloodworth, Cashier National Bank of Savannah, S8avannah.

First vice-president—S8. B. Brown, President Albany National Bank, Albany.

Second vice-president—M. 8. Bell, Cashier Milledgeville Banking Co., Milledge-
ville.

Third vice-president—C. C. Sanders, President State Banking Co., Gainesville.

Fourth vice-president—A. D. Brown, Cashier People’s Bank, Talbotton.

Fifth vice-president—J. D. Culpepper, President and Cashier Citizens’ Banking
and Trust Co., Thomasville.

Treasurer—George H. Plant, Vice-President First National Bank, Macon.

Secretary—L. P. Hillyer, Cashier American National Bank, Macon.

The following members of the executive council were named :

Chairman—R. F. Maddox, Vice-President Maddox-Rucker Banking Co., Atlanta.

E. D. Walter, Cashier National Bank of Brunswick, Brunswick.

Joseph A. McCord, Cashier Third National Bank, Atlanta.

E. J. Perry, Cashier Bainbridge State Bank, Bainbridge.

J. G. Rhea, Cashier City National Bank, Griffin.

L. C. Hayne, President Planters’ Loan and Savings Bank, Augusta.

G. Gunby Jordan, President Columbus Savings Bank, Columbus.

John D. Walker, Cashier Bank of R. A. Graves, Sparta.

J. A. G. Carson, President Merchants’ National Bank, Savannah.

[}
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NORTH CAROLINA BANKERS' ASSOCIATION.

The North Carolina Bankers’ Association met at Savannah, Ga., June 18.

Resolutions were passed recommending the discussion of the Torrens system of
registering land titles, and the matter was referred to the incoming executive coun-
cil. The following resolution was also passed :

Resolved, That this convention expresses regret that the Hon. Charles N. Fowler oould
not be present at our inter-8tate convention and explain the provisions of his bill to reform
the currency; and express our regret that while the said bill embraces many admirable feat-
ures, with the lights before us, we cannot endorse the same. We recommend to the mem-
bers of the association that they give the bill careful study, so that at the proper time they
will be prepared to give expreeeion to their convictions on the subject.

Reports were made by a number of the bankers present, and the banking busi-
ness of North Carolina was shown to be in a highly satisfactory condition.

A pleasing incident of the convention was the presentation of a water set to Jno.
M. Miller, Jr., former secretary of the North Carolina Bankers’ Association, and now
Cashier of the First National Bank, Richmond, Va.

The following officers were elected for the ensuing year :

President—George W. Montcastle, President Bank of Lexington.

First Vice-President—W. H. 8. Burgwyn, President National Bank of Weldon.

Second Vice-President—W. L. Parsons, Cashier Bank of Pee Dee.

Third Vice-President—Lee H. Battle, Cashier City National Bank, Greensboro.

Secretary and Treasurer—C. N. Evans, Cashier Merchants and Farmers’ National
Bank, Charlotte.

Executive Committee—H. W. Jackson, Merchants and Farmers’ Bank, Raleigh ;
John F. Bruton, President First National Bank, Wilson ; J. 8. S8awyer, President
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