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in such amounts as the company may require. Under
these conditions the stockholders are assessed whenever
money is needed. Such assessments are uniform on all
stockholders.

SurrLus Fuxp. Itisnotcustomary to pay alarger div-
idend than good interest. The profits remaining after
the expenses and dividends are paid are credited to what
is called a surplus fund. This fund is the property of the
shareholders and is usually invested in good securities.

FrANCHISE. A franchiseis aright granted by the State
to individuals or to corporations. The franchise of a
railroad company is the right to operate its road. Such
franchise has a value entirely distinet from the value of
the plant or of the ordinary property of the corporation.

SINKING FUND. A sinking fund is afund setasideyearly
for the purpose at some future time of sinking —that is,
paying a debt.

XIII. PROTESTED PAPER

WHEN a note is presented for payment at maturity and
is not paid it is usually PROTESTED; that is, a notary
public makes a formal statement that the note was pre-
sented for payment and payment was refused. Notice of
such protest is sent to the maker of the note and fo each
indorser.

The bank should never hand to its notary any paper for
protest until it has made sure that its non-payment has
not been brought about by some error or misunderstand-
ing. Quite often, even though the paper has been made
payable at a bank, the notary sends a messenger with the
note to the maker to make a formal demand for payment.

In taking in collection paper, banks should obtain elear
instructions from its owners as to whether or not it should
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be protested in case of non-payment. It by no means fol-
lows that a formal protestis not desired because the
paper bears no indorsements. Many banks make it a
rule to protest all unpaid paper unless otherwise ordered.

We often see attached to the end of a draft a little slip
with the words: “ No protest ; tear this off before protest-
ing.” 'This is simply private adviee to the banker in-
forming him that the drawer does not wish to have the
draft protested. It may be that he does not wish to
wrong or injure the credit of or add to the expense of his
debtor; or it may be that he considers the account doubt-
ful and does not wish to add to his own loss the cost
of protest fees.

To held an indorser, he must be properly notified of
the non-payment of the note; and whether this has heen
done 1s a question of fact. If he was not properly noti-
fied this defence will avail whenever it is clearly proved.
A great variety of defences may be successfully made by
an indorser. A few of these defences are here briefly
noticed : One is usury ; another is the maker’s discharge
by the holder; nor can he be held when he has paid the
note; nor when itsissue was unlawful, nor when the note
was non-negotiable, nor when his indorsement was pro-
cured by fraud. Finally, an indorser may avail himself of
any defence existing between the holder and the maker or
principal debtor. This is evidently a just principle, for
the holder should have no more rights against an indorser
than he has against the maker. Tf, therefore, the maker
can interpose some just claim as a partial or complete
defence the indorser should be permitted to avail himself
of this claim.

In order to recover from an indorser it must be proven
that a formal and proper demand for payment was made
upon the maker. The formal protest is nsnally undisputed
evidence of this. The maker is liable in any event.
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To make the indorser’s liability absolute it is necessary
to demand payment at the specified place on the last day
of the period for which the note was given, and to give
due notice of non-payment to the indorser. For, as the
contract requires the maker to pay at maturity, the in-
dorser may presume, unless he has received a notice to
the contrary, that the maker has paid the obligation.

Ordinarily a notice of an indorsement by a partnership
need not be sent to each member. Even after the part-
nership has been dissolved a notice to one partner is suffi-
cient to bind the other members. If the note is owned
jointly (that is, by parties who are not business part-
ners) the indorsers are not liable as partners but as
individuals. In such a case the notice of non-payment
should be sent to each.

Our illustration shows a facsimile of a protest notice.

XIV. PAPER OFFERED FOR DISCOUNT

OxE of the most valnable parts of a banker’s education
is to learn whom to trust. Every bank should have a
well-organised and thoroughly equipped credit depart-
ment, in charge of some one who can be relied upon to
investigate carefully all names referred to him by the
officers. A banker has the right to expect the fullest
confidenco on the part of the borrower, and the borrower
should furnish him with a complete and detailed state-
ment of the condition of his affairs. It is safe to con-
clude that when a borrower refuses absolutely to give
any information as to his financial condition his eredit is
not in the most favorable shape.

Many of the banks have blank forms which they, from
time to time, ask borrowers to fill out. These statements
show in detail the assets and liabilities of the firm in
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question; they show the notes which are outstanding,
the mortgages on real estate, and many other particu-
lars, including the personal or individual eredit of mem-
bers of the firm, if a partnership.

In estimating the value of paper offered for discount
the following points should be considered :

1. The total net worth of the borrower.

2. The character of his business; whether it is specu-
lative or staple.

3. The borrower’s record and standing in the commu-
nity and his business habits.

4. Whether he is in enterprise abreast with modern
ideas and methods.

5. The character of the merchandise owned by the
borrower. What would it bring under the hammer?
Groceries and raw material can usually be turned into
cash at a forced sale at very small disecount from current
prices. Not so with hardware, glass, dry goods, boots

and shoes, books, ete. Machinery and fixtures are not a
bankable asset upon which to base eredit.

The banker should note his borrower’s bills payable.
Why did he give notes? Are they met promptly?
Many houses prefer to sell their own paper in the open
market, and keep their banks open for accommodations
when they are unable to secure outside eredit. The in-
surance carried should be considered ; also the volume
of business done. A large business on moderate capital,
with long credits, will naturally have large liabilities,
while a small business with a liberal capital and short
credits should have small liabilities.

Paper offered for discount is of a variety of kinds.
The larger proportion of it is from customers of the
borrower who have extended their eredit by paying their
accounts in notes instead of in cash. Such paper is
really, though having two names, very liftle better than
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single-name paper, for it is not the maker’s eredit, but
the payee’s, which the bank usually considers. Many
very small notes offered for discount usually indicate a
very needy condition.

There are many firms which carry two or more bank
accounts, and others who sell their paper to out-of-town
banks. In buying paper it is important to ascertain
whether the firm is in the habit of taking up paper at
one bank by floating a loan at another.

Paper may be classified for purposes of discount as
follows :

1. Bills drawn by shippers on the houses to which the
goods are shipped.

2. Bills drawn by importers against commodities
placed in brokers’ hands for sale.

3. Bills arising out of our manifold trades and in-
dustries.

4, Drafts with bills of lading attached.

5. Paper having personal indorsements.

6. Paper secured by collateral.

7. One-name paper.

XV. CORPORATIONS

SToCcK companies are in a sense corporations, but the
name CORPORATION has in its common application a
broader meaning. PUBLIC CORPORATIONS are those which
are created exclusively for the public interest, as cities,
towns, counties, colleges, ete. PRIVATE CORPORATIONS
are created wholly or in part for the pecuniary benefit of
the members, as railroad companies, banks, ete. Cor-
porate bodies whose members at discretion fill by ap-
pointment all vacancies oceurring in their membership
are sometimes called close corporations. In this country
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the power to be a corporation is a franchise which ean
only exist through the legislature.

In municipal corporations the members are the eiti-
zens; the number is indefinite; one ceases to be & mem-
ber when he moves from the town or city, while every
new resident becomes a member when by law he becomes
entitled to the privileges of local citizenship.

The laws which corporations may make for their own
government are made under the several heads of by-
laws, ordinances, rules, and regulations. These laws
may be made by the governing body for any object not
foreign to the corporate purposes. A municipal corpo-

ration, for example, makes ordinances for the cleaning

and lighting of its streets, for the government of its
police force, for the supply of water to its citizens, and
for the punishment of all breaches of its regulations. A
railway corporation establishes regulations for signals,
for the running of trains, for freight connections, for the
conduct of its passengers, and for hundreds of other
things. But such by-laws and regulations must be in
harmony with the charter of the corporation and with
the general law of the land. For instance, a municipal
corporation could not enforce a by-law forbidding the
use of its streets by others than its own citizens, because
by general law all highways are open to the common use
of all the people. Again, a railway corporation could not
make a rule that it would earry goods for one class of
persons only, because as a common carrier the law re-
quires that it carry impartially for all.

As a general rule private corporations organised under
the laws of one State are permitted to do business in
other States. It is quite often to the advantage of a
company to organise under the laws of one State for the
purpose of doing business in another. TFor instance,
there are many companies chartered under the laws of
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Maine with headquarters in Boston. The Massachusetts
laws require that a large proportion of the ecapital be
actually paid in at the time of organising, while the
Maine law has no such provision. For similar reasons
many large companies doing business in New York or
Philadelphia are organised under the laws of New Jersey.

A corporation may make an assignment just as may
an individual. If all the members die the property in-
terests pass to the rightful heirs, and under ordinary
conditions the corporation still exists.

A FRANCHISE is a right granted by the State or by a
municipal corporation to individuals or to a private
corporation. The franchise of a. railroad company is
the right to operate its road. Such franchise has a
value entirely distinet from the value of the plant or the
ordinary property of the corporation.

An UNLIMITED LIABILITY eorporation is one in which
the stockholders are liable as partners, each for the full
indebtedness.

A LIMITED TIABILITY corporation is one in which the
stockholders, in case of the failure of the corporation,
are liable for the amount of their subseriptions. The
name limited is required by law to appear after the name
of the company. If a subseription is entirely paid up there
is no further liability — that is to say, the property of a
shareholder cannot be attached for any debts of the com-
pany. Understand clearly that the name limited printed
after the name of a company does not indicate in any
way that the capital or credit of the company is limited,
only that the liability of the shareholders of the company
is limited to the amounts of their shares.

A DOUBLE LIABILITY corporation is one in which, in case
of failure, the stockholders are further liable for amounts
equal to their subseriptions. All national banks are
double liability companies. If A owns $5000 stock in a
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national bank, and the bank fails, he loses his stock ; and
if the liabilities of the bank are large he may be obliged
to pay a part or the whole of an additional $5000.

XVI. BONDS

WHEN a railroad company, or a city or any other cor-
pomtiou desires to borrow money it is a common practice
toissue instruments of credit called BONDS., A bond means
something that binds. Bonds bear the same relation to
the resources of a corporation that mortgages do to real
estate.

(orporation bonds are issued for a period of years.
They usually have coupons attached which are cut off
and presented at regular intervals for the payment of
interest. A bondholder of a corporation runs less risk
than a stockholder, first, as to interest: the corporation is
obliged to pay interest on its bonds, but may at its
own pleasure pass its dividends; sccondly, the bond-
holder is a creditor, while the stockholder of the corpora-
tion is the debtor. On the other hand, if a concern is
very successful, a shareholder may receive large divi-
dends, while the bondholder receives only the Qi‘ipu]atcd
interest. A Bond is evidence of debt, specifying the in-
terest, and stating when the plmmp(ll shall be paid; a
certificate of stock is evidence that the owner is a part-
owner in the corporation or company, not a ereditor, and
he has no right to regain his money except by the sale of
his stock, or through the winding up of the company’s
business.

The name DEBENTURES is given to a form of munieipal
bond in ecommon use. Nearly all the large sums of
money used by States and cities for the building of State
or municipal ])[.lll(.llllga, bridges, canals, water-works, ete.,
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are raised through the issue of bonds (debentures), which
are sold, usually at a price a little below par, to large
financial institutions, banks, and insurance companies.
Generally speaking, such bonds are good securities, and
are marketable anywhere.

At different times the United States government has
issued bonds to relieve the treasury. These bonds are
absolutely safe and are always marketable. Registered
bonds have the name of the buyer registered; unregistered
bonds are payable to bearer. Mumnicipal bonds are issued
by ecities and other municipalities to raise money for
local improvements. If proper precautions are taken by
buyers, municipal securities may be considered among
the safest and most remunerative investments.

‘When a new railroad enterprise is undertaken its pro-
moters often expect to make the road not only supply the
money for its construction but also give working capital
in addition. Thisis done by the issue of mortgage bonds.
Default in the payment of interest throws the road into
the hands of a receiver. The securities immediately fall
in value and are perhaps bought up by a syndicate of
crafty speculators who are permitted to reorganise the
road and its management. This is the history of many
of our roads. There are exceptional cases, of course, but
the investor should be familiar with the facts before buy-
ing railroad mortgages.

A BorTTOMRY BOND is a kind of mortgage peculiar to
shipping. Itis a conveyance of the ship as seeurity for
advances made to the owner. If the ship is lost the creditor
loses his money and has no claim against the owner per-
sonally. It is allowable for a loan made upon such a
bond to bear any rate of interest in excess of the legal
rate. A vessel arriving in a foreign port may. require
repairs and supplies before she can proceed farther on
her voyage, and in occasions of this kind a bottomry
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bond is given. The owner or master pledges the keel or
bottom of the ship—a part, in fact, for the whole — as se-
curity.

We have now upon the market stocks and bonds repre-
senting all conceivable kinds of property. Not only are
properties of many kinds used to issue bonds upon, but
many kinds of bonds are often issued upon the same
property. Thus we find among our railroads not only
first, second, and third mortgage bonds, but income
bonds, dividend bonds, convertible bonds, eonsolidated
bonds, redemption bonds, renewal bonds, sinking-fund
bonds, collateral trust bonds, equipment bonds, ete., un-
til they lap and overlap in seemingly endless confusion.

RECEIVER'S CERTIFICATES are issued by receivers of
corporations, companies, etc., in finaneial difficulties; to se-
cure operating capital; they are granted first rights upon
the property and are placed above prior lien and first
mortgage bonds.

XVII. TRANSPORTATION

THE most common effect of cheapened transportation
is to inerease the distance at which it is possible for pro-
ducer and consumer to deal with each other. To the
producer it offers a wider market and to the consumer a
more varied source of supply. On the whole, cheapened
transportation is more uniformly beneficial to the con-
sumer; its temporary advantage to the producer very
often leads to overproduction. It has the effect also of
bringing about nearly uniform prices the world over.
The time was when nearness to market was of the
greatest possible advantage. At the present time a
farmer can raise his celery in Michigan or his beets
Dakota and market them in New York City about as
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easily as though he lived on Long Island. It is no longer
location which determines the business to be carried on
in a particular place, but natural advantages more or less
independent of loeation. But the railroad or the steam-
boat very often determines where a new business shall
be developed. It is this quickening and cheapening of
transportation that has given such stimulus in the pres-
ent day to the growth of large cities. It enables them to
draw cheap food from a far larger territory, and it causes
business to locate where the widest gelling connéction
is to be had, rather than where the goods or raw mate-
vials are most easily procured. It is the quick and com-
fortable transportation facilities which our large cities
possess that have given strength to the great shopping
centres. Shoppers for thirty or forty miles around can
easily reach these centres, and the result is that trade
gathers in centres rather than at local points. A city of
a million population in the most productive agricultural
section of country could not be fed if the food had to
reach the city by teaming. With this growth of trade
centres comes the increased gain of large dealers at the
expense of the small; with it comes organised specula-
tion and its attendant results, good and evil.

Prior to the completion of the organisation of trunk
or through lines, freight was compelled to break bulk
and suffer trans-shipment at the end of each line, where a
new corporation took up the traffic and carried it beyond.
To prevent this breaking of bulk and to expedite the
carriage of freight, fast freight lines on separate capitali-
sation were organised. The purpose of the interstate-
commerce law is largely to prevent diserimination and
corruption in freight charges, to seeure for every person
and place just and equal treatment at the hands of the
transportation companies. The freight rates are arranged
and regulated by the traffic associations, and the various
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conditions and eompromises necessary have made both
classifications and rates about as complicated as anything
possibly could be.

The name DIFFERENTIAL as applied to freight rates re-
fers to the differences which are made by railroad compa-
nies. Certain roads are by agreement allowed to charge a
lower rate than others running to the same points. To
and from each of the eastern eities there are two classes of
roads — the standard lines and the differential lines. The
standard lines have the advantage of more direet eonnec-
tions; the differential lines reach the freight destinations
by circuitous routes, in some instances by almost double
the mileage. With a view to equalising these conditions
the general traffic associations allow the differential lines
to carry freight at a lower rate per mile than the rate
charged by the standard lines.

The transportation business of the United States is so
varied and complieated that a proper study of its freight
tariffs and classifications would require much more space
than can be given the subject in these lessons.

XVIII. TRANSPORTATION PAPERS

THE common transportation papers, familiar to all ship-
pers, are the (1) shipping receipt, (2) bill of lading, (3) way-
bitl.

ORIGINAL RECEIPTS, stating marks and quantities of
goods, go with each separate lot of merchandise to the
freight sheds or vessels, and these are summed up in a
formal bill of lading, for which they are exchanged when
all the cases or bundles belonging to the particular ship-
ment have been delivered. The duplicate receipt, or the
part commonly marked nveice, is kept by the receiver of
the freight, and the other end, commonly marked original,
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is given to the drayman. In making ordinary shipments cate; one ?s_k.ept by the sh.i.p]')er', another by fhe.vessel,
it is not usual or necessary to make out a formal bill of and the third is sent by mail to the person to receive the
lading. Of course, when no bill of lading is made out, goods.

The parties to a bill of lading are three — the shipper,
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A shipping receipt (original).

the receipt should be preserved by the shipper. The full
contract is usually printed on the receipt, but it must be
remembered that a receipt is not a negotiable instru-
ment and cannot be used as security for money,

A BILL OF LADING is an acknowledgment by a trans-
portation company of the receipt of goods specified, and
confracts for their delivery at a certain place, under con-
ditions stated thereon, upon payment of freight and ex-
pevses. Bills of lading are negotiable and may be trans-
ferred by indorsement, but are of no value apart from the
goods to which they give fitle. A bill of lading goes
with certain named goods and cannot be transferred to
other goods, even though of precisely the same kind and
price. Marine bills of lading are usually made in tripli-

ety Is recelved for tramsperiation by the TRADE DESPATCH arc printed on (he back hereof.

Agest.

1PBNUOD SIYL pESY 03 palsanbaa i siaddiy

A steamship bill of lading.

laration of having received the goods in good order and
condition, and the consequent obligation, subsequently ex-
pressed, of delivering them in like good order and condi-
tion, is sensibly lessened in its importance by the addi-
tional clause now adopted by almost all transportation
companies—namely : “Contents and eondition of contents
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of packages unknown.” Should the goods ot part of them
be shipped in a damaged condifion, or in a bad con-
dition of packing, a note to that effect should be made
by the transportation company on the bill of lading,
which ceases then to be a clean bill of lading.

Like any other instrument of eredit, a bill of lading
may be deposited with a creditor as seeurity for money
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advaneced (or it may be transferred to a buyer) by means
of indorsement, and the property or goods will be thereby
either mortgaged or assigned. Aecting upon this prin-
ciple, the shipper declares in the bill of lading that the
goods shall be delivered unto the consignee or his assigns.
When a shipper is unable to insert the name of the con-
signee at the time the bill of lading is made out, a bill fo
order is drawn up wherein the consignee’s name is su-
perseded by the words shipper’s order, or simply order;
it being thus understood that the goods shall be delivered
to whomsoever presents, at point of destination, the bill
of lading duly indorsed by the shipper. By such a
simple arrangement as a bill to order the merchant is
enabled to sell the goods while they are at sea, or n
transit, and a consignment of merchandise may change
hands several times before arriving at its destination.
When a ecase of merchandise to be shipped has been
properly entered and weighed it is then ready to be man-
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ifested or waybilled, as no shipment is allowed to 20
forward without a waybill. The wavsiLL is simply a
memorandum of the consignment, together with full and
complete shipping directions, giving also the number of
the car into which the case has been loaded, and the point
to which the car is “ carded.” The freight conductor has
waybills for all goods which he carries. They are turned
over with the merchandise to the agent of the railroad at
the point of destination.

Our illustrations show (1) @ shipping receipt— the
h;ﬂf' marked “original” ; (2) a steamship bill of lading ;
(3) @ local waybill.




