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NMEROHANTS' BANK OP GANADA.

liEvoiRT OF THlE DInEOTORS, 2ND JeLY, 1877.
The important events of the last twelve montlis

l fihe history of the lank, with which the sharer
holders tre familiar, have imposed ILon the
directors special duties of correspondng lin-
portance, the results of: wlitb have iow Io _be
given. The circumstances liat led tIo the l-
forma lmeeting ifshareholders m February last
were follow'ed by the resignation of' the General
Miannger; liand shortly aifter by the retirement
of the President, alnd lhe election of the present
occupant of the Chair. IL happenied tait lr.
George Jlague hid just than retired from ithe
posi ion of UIashier of the banik of Toronta aifter
ai period of siccessful inaiigemient. The Direc-
tors applied to him, and were fortunate enoigh
ta obtaiin his assent to consider the situation.
.11e proceeded et once to make a genieral survey of
the allirs of the Bank, and having satisfied lm -
self that there existed so mucli soundness and
such a ivell establislied business connection as
to give good rospecls of success and credit mn
thie iiilrtakmiiig, made an engagement whi ii the
Bank for a term of yetrs.

hie report of tie Genieral Manager made it
apparent to the DirctIors that lere werc borne
uipoi the books of the BIank very considerable
aounts s ns asets tat required ta be cniîsider-
cd, with ia view to excision, and in order ta pre-
paire tlhcinselves ta report wtthî imtelligence and
respousibility on this condition of' things they
deteriiiied ta examine bf a Comimiittee oaj their
inumber, aong with th Gencral Manager, the
accouits orail tie branches, including Montreal,
investigalimg im detail tlic nature aind condition
of ait such als ippeared to bear elenwits of
weakness or uncertainty. It inay be Iranikly
statedl that, i tlie opinion oif tie Directors, the
machmnery of adniustration ai the Bank, wvithî
its 41 cilices (whien at il higliest iiiiber) hias
proved ta have been entirely iiadeqtate. The
very rapid growth of the lnuk fron ils snall
begimning 13 years ago, ilI it became tle second
in importance l the Doniiion, aid heldl a
promient place among Banks of ilis contiment,
made its requirements in thtis respect diflicult to
be sipplicd-aiid ie requiremîent was much ii-
creased by ils acquisition ai Ile property of the
Commercial Bank, comprisimg hie residuumi of
many yeris business, im varied foris of rea
estate and other secîuritics. IL is fair ta add
that the tryimig tiiie hu wlhich titis state of tings
lias now to be estimated iakes the deliciency
appeai the mare serions. .i Ithe month of Feb-
runry last, lipon a report fron the General
Mlager and Inspectar, there w'as written off'
fromî tue general accouînts (includiîg IStreet-
Douglaîss," Detroit and Milwaukee . R. Bonds)
a suimi of $G40,951.53. This suim is accouited.
lor us folluws i
Detioit nuit hlilwaltlee bonds ai

flic Street-Datiglis chiss and
couponts oic t is .. $305,1906.74

Written of for losses at brinelues.. 222,G11. 14
Written of l'ar lusses inluntreat 113,143.05

As the result of tîte examiîiination
by Ilie present General 3lanIger
anl'd the Commnittee of Directors,
there las been itdded a further
sutri], written aIls entirefy irre-
coverable ai........................... $633,000.00

And for loss oit acciounts or secu-
riles known.to be of ait doublt-
fol .liaricter.................... $553,000.00

To tlese amîounîts have becn
added losses in the N'ew' York
branîchî.. ....... . .......... ........ 9,704 00

And expelises ittending the ope-
ration of thIe Quebec Goveri-
ment Latin ta the piresuit, date... $223,091.00
The Directors assumne thnt the reiniiiinîg in-

terest in il will bc realized uit par.
With respect t anotilietr inportant itemîî, Ile

Detroit amil securities, it
becaie appareut ta the directors tait il was
not desiralble to retain as an asset the anount
estiiiiated a yeii ago as the value of the Street-
Douglass bon.ds; and in February it was de-
cided ta write of tinit ainoiut as before stated.

The directors are still hopeful thatsuch arrange-
mîents may be matured lai' tIe rcorgaînization of
the rond as imay ulimately secure par value fora
the amounit of the uortgage and coupon bonds ;
but for the pirpose of siicli ai estimîate as they
ire iow caled uîpon ta mlake, they f I coin-

pelled to p!ace tliemii, its nearly as they clan
judge, o the basis of market valte, appropri-
atmiîg S300000 for lithe urpose. The large item
at the dlâit oi aI Ban Preimises" oughît to bie
reduced, and they have appropriated teln per
cent, in reduction of tit account-S6,i
The laout I loceCCd u1p in reil estate and other
sectrities that niust take ftime for realization,
and a part of vliicl wi t not yield any rate ai
initerest, fors a large aggregate amouint that
will not fur the present be available as capital
for banking profits, and iay be fairly estimîated
as subject te imnerous contingencies. After a
careful estimîate of these, in vieti' of the large
iaount outstanding in every form, ant cou-

sidering lthe depression still existing in nearly
every braichof industry', and he uInertainf
prevailing as ta Lte future both of property and
business, the Directors have concluded te re-
coimend Utit e fand of $750,000 be set aside
ta meet niitdevolopted contingenîcies. Finally,
ta coie ta ile latel item of depreciation, the
Bank lias not only suflered in connon with
Others front the genîeral failuie of the trade o
the country, but circumstances w'hîicli are pu-
lent ta the shareiolders have imipaired its power
ta nieet hce requiremnents of' ordinary business ;
and il will not surprise iliesaliirelolders to learn
that tlie profits on the business of tie year, as
will be seen in the accouits lerewitli submit-
ted, have been veryi small iii comparison with
those fornierly earnîed by the Bank. The whole
ofthe operation thus brouglt unader the notice
of the shareholders may be sumiiarized as
follows, viz..:-
Amoint at credit ofrest last year. 1,000,000
Amoaturt et cedit of contingent Fund 109,339

$1,109,139
Profits of blif year ending 30tli

Nov ... 330,874
Less dividend of3j per ceit..285,052 44,922

$1,154,201
Add net profits of half year cnding

31st ay.......... ...................... 222,855

$1,377,116
Deduct appropriations previous to

February .i.... . ......... 5 35,295
Deduct appiopriations iii Feb-

i-uary.....................:....... 641,57G3 076,872

A upparent surplus oit 31stMay ......... 700,244

On the other haid, thre las been. written ofif
and lippropriiated sinlce telon:
Irrecoverable debts writteii of. .... S (33,000
A pproprited l'or loss o sundry tc-

couînts of ia knowi dobiltf ui char-
acter...................................... 553,000

For lasses in New York Oflice ......... 108,700
Loss and expenses: attending Quelec

loan..................................... 223,900
Detroit and Mlilwauikee bonds, 18066

uw ritten off............. .................... 41,000
Detroit and M\ilwaukee Ist and 2ld

bonds shrinkage ot reduction ta
quoted Va ie .. ;...... ................... 259,700

$ ,1 0,300
Reduction of bank premîises accouînt. 07,200

S 1,976,500
AIproprition for undeveloped con-

tmligencies... .... .................. 750,000

$2,726,500
Deducit .pparent surplus as ibove . .. 700,2l4

We have lterefoie remnaining the sum o
S2,026,256 i the debit of profit and loss, ta
be ultimuately deduîcted froit capital accoulnt.
This would leave the capital accout.Sii,170,000
And tIe contingent fond................ 750,000

the former being aboutt 75 cents per dollar of the
caîpital thnt lias been paid in, and tie· latter
bout 12 per cent. of the capital et the reduced

estimtte. Under these circumstances, your
ilirectors adiîtt, tlat while ianyof the accoitts
dealt w'ith are yet ohen, and imuy turnt out
betiter thian their estimalte, il sees hopeless ta
wiait for the restoration of the originîai capital
accouînt in the ordinary course: o business,
before paying a dividend tio the shareholders.
in their opinjlioi, it will therelre be advisable ta
ask f'e the authority arliaen. ta reduce
Ile capital account lt such anîaount as maîîîy
be deteriiiniied, correspondiig with the sumi
-acua 11l1ly avaihlble for tise, and that l'or the pur-
hase o giving form to silh applications ta
Pirliamiiineit, i mneeting of staîrelholders should
be alled abouit tle close of thie year. And thie
directors venture te liope that lihe condition
and prospects miay then be improved by the
gaiheriig Of a goot haîîrvest, and tIle turit of the
Irfing times througlh vlichi w re :î assing.
The directors are qulite of Opinion that the
earinings of the bank fromt the present period
shbould accuiulate, and be hield for the pay-
ment of a dividend sn soon ils the necessary
authoirity mnay be obtained-or saf by tflie st
day3' of June h ext fehar. lefore lelinmg w'itli hlie
ie-ndjuli stieit of the capital accomnt, however,
it will be iecessary ta call in i smi of S498,950
tlha't remîîains tii uipid of ti subscribed capital
-ntever hattving liee cillel for. The anioint
thlius obtained will increase the avaîilable capital
accounti, and wiil add soniethling ta the value
of the contingent find. For the information of
the Sharelholders, il mnay be stated huai it lias
been decided ta close thie ollice in London,
England, att hie end of the present year, and
that tliree brancls im Canadha have beni closed
during the ye ; and arraniemnents ar lit pro-
gress for closing scierai ( iers so soon as tue
circumstances lire favorable. The General
Manager will submuit with tbis a statmiemnt of
his views of the position and capabilities ai the
banik fro is more professional staidpoint, and
the directors are quaie sure limat his uiews will
have weigti; lad they make no doubt lie vill
confirm the opinion they venture ta express,
thiat thuere exists the material for a sound and
profitable careerin the future suistinîed by firm
and prudent manageient ant a continuation of
th1e.coifideiice and estimation of thie share-
halliers and the public. Yaur Directors are
deepily sensible of the gravity of tleir position
in havinîg ho deal 'ith suhchi large interests, and
with lte attendant featurie of such great
shurinkige. Ifthey ha've overestimated the value
of your prouperty il lus not been for Iack of their
umost eariest consideration ; if they have under-
estiiated 'vaines, thiey have it least destroyed
miathinîg, ;aid will be gaimners with yoi ta thie
meuasure of theimr oni large individual interests
by whatever niuy be restored. They iay iiemnark,
hoa, NN i]:i is Oblionis tinaI b' hlic prohîoscd i'eîluie-
liou, affic 1ue01111uu21îtl lale aituil cuapiital mîoting
is sacriiced, bu oui the contrary, thant whie
exists will be mladle available for immediate re-
turius.

The wh ole i'espectfhilly subhmitted.
(Signed), JOHN HIAI3ILTON,

President.

GENERAL hIANAGERIS REPORT.

ON 'tuS CommTON ANI iOiSoCTE OF TUE BANK,
JUNh, 1877 :-

The Geme'uîhl Mainger, in repurting ta the
stockholders on the posttionof the Batik, after
a period of protracteil investigation, begs ta
siy that, beoire assuming charge hue stated ta
thle Board thait lue nustmsatisfj' huhnuself that
there existed in the Balik sa much ai undimi-
nislied capital uad lucrative business as woild
jiustify the expectation thant good dividends
could lie carned] in future after mucisrihes of re-
construehion hall been carried iito eflect. The
pireliiairy exainintion thten mande entirely
satisfied bini an this point and lie hias ia bes-
tation in now, statit th t in this respect the
condition of the .a uvas better than lhe ex-

ected ta liaid it. The lnkih hitd evidently a
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