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Amount of six per cent. stock issved on a.ccour'it of tth‘fund, per chap.
Laws of 1845, reinaining unpaid, and redeemable as follows:

S . oL e, 132 45

Eztracts from the report of Hon. Millard Fillmore, Comptroller of lhe . . _ ) S Yo
T S of RS Devomber 30, 1545, T T 12% o0 o
' - - - . - 24,414 00
BANK FUND. , o ] X ) 5,154 00 .

This fund is made up by annual contributions frem the incorporated - - - - -7 938 30

safety fund banks, of one half of one per cent. on their respective cap- - - - s - - 417,500 00

itals, (Laws of 1829, ch. 94, sec. 2,} and was by law apprapriated to the - - - - - 55, 82?_ 62

l payment of the debts of such of the banks hable to contribute to the - - - - - 100,047 35
| sarne as should become insolvent. The fund itself has long since heen - - - - - 41,541 13 .

—_— $900,828 47

' exhatsted, and §900,828 47 of six per cent. stock has been issuied, put-
suant to chapter 114 of the Laws of 1845, to meet the wanis of this fund;
and the payment of this stock, except $91,662 96 now in the treasury or
invested, is to be provided for out of the future contributions by the banks
to said fund. The following tables show the state of this fund and is
operations to the close of the last fiscal vear. It will be seen by a refer-
enco to these tables; that the banks have contributed to this fund since

mount invested in 5 per cent. State stock
redeemable in 1855 - © - - 35,000 00
ount of balance due on compiroller’s
bends, the payment of which has been
assumed by Union College .- . - 13,036 16
ey in the treasury - - - 43,626 80

1829, 1,876,063 70, and that the whole circulation redeemed for insol- 91,662 96
vent banks is 51,548,558 33, leaving a surplus of 327,505 43; but this; . .
with a large amount besides, for which stock has been issued, has becn Debt of the fund on 30th September, 1848 - - 809,165 51

swallowed up in paving other liabilities of insolvent banks than those
created for their cirenlation. 1t is also to be borne in'mind that the nefes
of every insolvent safety fund bank which failed before the present year,
have been redeemed. Thatthe circulation of the Canal Bank; of Albany,
which is the only safety fund bank that Lias failed this year, was less than
the above surplus, and might have been redeemed from it had the back
been wholly insolvent, and had the fund nhot been appiied to pay other
liabilities; but it is understood that the assets of that bank will be ample
10 1edeem ils circulation.

It is therefore apparent that the safety fund would have proved an am-
ple indemnity to the bill holder, had it not been applied to the payment
of other debls of insolvent banks than those dne for their circulation.
Were there anything present or prespective of this fund, it would stiil be
liable to be applied 1n the same way, for the law on this subject has not
been changed. But the new constitution, (art. 8, sec. §,) if it applies 1
this fand at all, (which is doubtful,) has simply preferred the bill hoider
to other creditors, but leaving other creditors still with a claim upon thiz
fund, if there be anything left after redeeming the circulation.

That banks which enjoy the exclusive privilege of furnishing a cur
rency should be required to contribute something (o a common fund 10
make that currency safe and secure, seems reasonable and proper; bul

There are also demands upsn this fund for debts of the Watervliet

anl, for which stock has not yet been issued, amounting to about
000

At

ement of the operations of the bank fund, from the commencement fo
the 30th September, 1848, viz:

£
&ilotal amount of contributions paid by

¥.the banks - - - - %1,876,063 76
#Amount received for interest on invest- ’

imenis and avails of the assets of insol-

#vent banks, added to the capital - 43,971 66
mount of stock issued on account of

the fund for redemption of bills and

payment of debts of sundry insolvent

banks, remaining unpaid - - 900, 828 47

$2, 820, 863 89

unt of balances due from sundry
solvent banks, for redemption of bills
and payment of debis, (see statement

what propriety or justice can there be in requiring the banks to contribut? llowing) - - - - 2,558,933 45
to a general fund to pey depositors or other general creditors of the indi- T}?];;.t féf,wﬁgufsz}’ fgﬂfm B_ank, Pef 2,000 00

vidual banks? It is no exclusive privilege of a bank to receive deposites
or to contract general debts, and no reason therefore is seen why this fund
ghouid be applied to pay them. ) ;
It is respectfully subiitted that it should be sacredly devoted to the pill |
holder,and te nothing else, l

wDiscount on State stock sold in 16842 - 14,568 77
Amount of interest paid en stock issued ‘
fion account of the fund - - 148,356 10
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18
xcess of credit to the City Bank

1
E

\%.

24, 342 61

35,000 00
13,036 16

626 80

43,

of
f said

, bid in for the fund
Amount invested in State stoek -

Bufialo, on account of assets o
k

foney in the treasury

ban
Amount invested in comptroller’s bonds

B

«

— $2,820, 863 59

—
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SAFETY FUND §¥STEM,

There are now seventy-eight of these incorporated banks in operativs,
and two branches, the charters of all which will expire by the year 1866,

The aggregate amount of their capiml is $29,638,600. The tubie
hereto annexed (marked J) will show the name of each, its-location, the
date and expiration of its charter, the amount of its capital and circula-
tion, and its redecming agent, on the st day of December, 1548.*

By the act of December 4, 1847, (ch. 419,Y a change was made in the
mode of meking the quarterly reports-to this-department. To carry this
act into effect, and eorrect some 1rregularities, a circular was issucd from
this depariment to the several inecrporated banks, on the 2%th day of
January, 1248, a copy of which is annexed to this report, and marked I7.

By the act passed April 12, 1848, (ch. 344,) such banks as'had a capi-
tal of more than 200,000 were anthorized to inerease their issues beyond
the amount allowed by the act of May 16, 1837, but such increase was
not 1o exceed the amount of their capital, and the bank issuing it way to
give the comptroller ample security for the redemption i specie of such
increased issnes. )

To carry this act into effect, a suitable die was procured, and a circular
dated April 24, 1848, issued to the banks, with.a form of contract and
oath, copies of which are annexed to this report and marked L.

FAILVRE OF THE CANAL BANKE, OF ALBANY.

On the 10th of July last the comptrolicr heard some intimations unfa-
vorable to the solvency of this banls, and early on the 11th he autharized
Thomas McMullen, a clerk in the bank department, and Andrew White,
of the ecity of Albany, to examine inte its affairs, and report thereol.
‘They immediately entered upon-the discharge of their duties, and the
bank stopped business, and finding at once apparent evidences of insol-
vency, the comptroller immediately reporied that fact to the Hon. Am-
brose L. Jordan, attorney general, who thereupon fited a bill against the
institution, and procured the appointment of Andrew White as receiver.
The said MclMullen and White still continuzd their “investigation until
the Sth day of August, when they made a long report o this department,
from which it appeared that the said bank had a circulation at the time of
its failure of 5185,531, and that it was whollv insolvent, and that e
affairs had been illegaily conducled, and with such repreliensible jrregu-
tarity that it was difficuli if not impossible to ascertain where a large por-
tion of its capital had gone—from all which it dppeared that in all proba-
bility the quarterly reports made to this department did not present the
true condition of the bank at the times they were made. The report was
voluminous, and was published in the State paper, as required by law.
Criminal prosecutions against some of the officers of the bank have bren
commenced, and are now pending, and it is to be hoped that a thorough
mvestigation may be had, that the innocent may be freed from suspicion,
and the guilty (if any) receive the just punishiment due for their crimes.

* Nore.——Two of these, the Manhatian Cempeny and the New York Dry Dock Comy any,
have unlimited charters, and are not subject 1o the safety fund act. )

Doc. No. 68. 121
$ii)

22! 1t is, however, believed thag the assets of the bank will be ample for
ahe redemption of all its circulation.

¥@ Tt appeared, from an examination of the books and papers of the Canal
b#Bank, that the Pratt Baul, of Buffalo, was largely indebted to it. The
1% comptroller, therefore, iminediately appointed Joseph Saltar to examine
S,"-'._:ﬁ;‘no its affairs and report to this department, which he did on the 26th
;}g’;ﬁg}' of July last; and from this report, which was satisfactory, it ap-
¥opeared that there was no such indebtedness. The repart was accord-
E’%:mg'ly pubiished in the State paper, and in a paper published in. Buffalo,

Eal

#%a5 required by law. .

gz Unfuvorable rumnors having reachied this department in relation to the
Tfpoivency of the Yates County Bauk, the comptroller thereupon appointed
i:{.ﬁ"hilo C. Fulier 10 examine into its affairs and report to this department,
2 Axvhich he did in a somewhat voluminous report, dated the 28th day of
sgauly last, which was published in the State paper, and in a paper pub-
}" lishied at Peun Yan, where the bank is located, as required by law. )
_;-z‘%’-.v.\, It appeared {rom such report that the rumors were unfounded, so fur as
I&they imputed insolvency to the bank; but the bank was advised to
j4charge over some of its doubtful or bad debts to profit and loss, and
ilw;.;:n"ake no more dividends till its capital was fully restored, which it prom-
i"\'“a?d to do, and it has been suffered to proceed. .

{ =3t These are ail the investigations which have been had during the year,
jiibut not all that the comptreller would have deemed it his duty to make,
jrdid the law permit him to make them without having reason to suspect
f Xinsolvency of the bank examined. But by the law as it now stands
< zf{giaws of 1847, page 521, section 3) the comptrolier is orly authorized to
Gigxamine into the affairs of a bank when in his opinion there is good
Znyiieason to suspect that it has made an incorrect or imperfoct quarteriy re-
Fafurn, or is in an unsound or unsafe condition to de banking business,
$-8and the result of any examination is forthwith to be published. What-
Fsbver might have been the object, there can'be no doubt that the effect of
-#this law ts fo prevent examinations that might be useful.

B4 Because it is known that an examination can only be made where
here is ground of suspicion, the very fact of making it brings discredit

3Aupon the bank, and the apprehension on the part of the comptroller that

s,

#1he may thus injure the credit of a bank, and unnecessarily -expose its

[

Faffairs and incur the expense of publishing a useless and, perhaps, mis-
‘Zchievons report, often deters an examination, when it would be made if
the duty and publication were left to his diseretion. But he believes
that it would tend much to the safety of these institutions and the

"%Security of tiie public, if it was made the duty of the comptroller to

.

T

Jeause every safety fund bank to be examined at least once a year: such
antination would not then necessarily imply any discredit; and i it
as then left to his discretion whether the report of such examination
should be published or not, he wonld feel that no injustice could be done
SAlmmaking the examination. :

w5t The knowledge that such examination would be had, and the uncer.
2:tainty of the time when, wounld tend greatly to restrain any abuse and
4 fo prevent fraudulent practices by the officers of the bank, and could
*&hardly fuil to exert a salutary influence for the benefit of the community.
\ ¢ The comptroller would, therefore, respectfully recommend that the law
f%.be.so changed as to require the comptroller to cause every safety fund

‘(k L . B . .
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bank to be examined at least once a year,and as much ofiener as he
shall deem necessary, and to publish the result of such examinaticn if
m his opinion such publication will subserve any useful purpose.

UNREGISTERED CIRCULATION OF THE SAFETY FUND BANKS.

By the act of April 18, 1843, (chapter 218, page 299,) every charlered
bank was required to take an account of its circulation on the 1st day of
July thereafier, and return to the comptroller a statement of the amount
under oath; and when such notes were destroyed the compiroller was to
furnish to the bank an equal amount of regisiered notes to supply their

laces. Some of those notes had been issued many veats before, and

ave never been returned to the bank, and more than five years baving
elapsed, it is probable that they are lost; but yet the bank can furnish no
evidence to this department of their destruction, except what arises from
lz}pse of time; cousequently no registered notes can be furnished in their
places. :

Itis therefore respectfully recommended to the legislature, to authorize
the comptroller to issue registered notes in lieu of any unregistered notes
of such bank, an account of which has been returied 10 this depart.
ment, when he shall be satisfied from the facts stated by the president
and cashier of such bank, on oath, that such unregistered notes are
probably lost or destreyed. ) :

FREE BANES.

The free bank: fund consists of bonds and mortgages and stocks de-
posited with the comptroller and moneys received on the same, and held
by him for the redemption of the circulating notes issued by banks and
individual bankers under the general banking law. (Laws of 1838,
chapter 260, page 245.)

The whole number of associations is fifty-three, (53,) and of individual
bankers is fifty one, (51,) making in all one hundred and four, (104,)
whose aggregate circulation on the first day of December, 1848, was
§9,993,702; a few of these are calling in their notes and intending to
close their business.

"The securities of the above banks in the hands of the comptroller De-
cember 1, 1848, consist of—

New York State 43 per cent. stock - 8263,376 56

Do 5 do - 4,311,879 86

Do 54 do - 918,500 00

Do 6 do - 1,594,850 34

Do 7 do . 538,477 00
87,627,092 76

United States # per cent. stock - - 55,000 00

Do 6 do . - - 59,000 00
114,000 00
Lliinois State § per cent. stock - - - - 646, 946 04
Arkansas State G per cent. stock - - - 424 000 00
Indiana State 2% and 5 per cent. stock - - - 6,630 00
Alabama State 5 per cent. stock - . 34, 000 00
Michigan State 6 and 7 per ceut. stock - - - 222,608 0
Total amount of stocks - - - - 9,075,290 80

Doc. No. 68. 123

et Cash deposited - - - - - . -, $49,906 00
Bonds and mortgages - - - . - 1,514,979 65

\ . 10,640,182 45

Total amount of securities . - . -

Securities helil for associations - ~ - - $7,227 691 64
* Do held for individual bankers - 3,412,490 81
' 10,640,182 45

ireulating notes issued to associations - 6,594, 37700

Uirculating notes issued to individual
“ bankers . - - - 3,399,385 00

Saty

il

Q

L

[

ey

5 eyl

9,993, 762 00

X
)

Aty

T

- Increase of securities from December 1, 1847, to December 1, 1848:

£

+% New York State 5} per cent. stock - 826,500 00
#¥ New York State 6 per cent. stock - 539,194 34 -
! Tlllinots State 6 per cent. stock - - 3,279 37

Total increase of securities - - - £568,973 71

i Lo . -
#ih,. Decrease of securities from December 1, 1847, to December 1 , 1848:

NG N
" #%Decrease of circulation from December 1, 1847, to De-

_:E;;«?Vew York State 43 per cent. stock - 82,000 0D
: dNew York State 5 per cent. stock - 574,309 38
Z&New York State 7 per cent. stock - 262,532 00
kansas State & per cent. stock - -75,000 00

, “Michigan State 6 and 7 per cent. stock - 58,000 00
£Cash in deposite . - - 12,820 856
:Bonds and mortgages - - - - 44,382 75

Total decrease of securities . - - 51,020,044 99

49 cember 1, 1648 . ) ; " i 9,7
?f-“ﬂi‘{;l cember 1, §372,792 00

,%i “Four associations and eight individual bankers have commenced busi-
izness during the vear, viz: :

ASSQCIATIONS,

xi: )

iBank of Rondout, Rondout, Ulster county.
yCamden Bank, Camden, Oneida county.”
w Fort Stanwix Bank, Rome, Oueida county.
Utica City Bank, Ulica, Oneida county.

INTHVIDUAL BANKS.

;_B—ank of the Empire State, Fairport, Chemung county.
Bauk of Westfield, Westfield, Chautanque county.

* Interest coupons converted into bonds.
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'3‘ .. The Farmers nnd Mechanics” Bank of Ogdensburgh has, during the .
year. heen closed by its awn stockholders, and an amount equal to the out-
standiug circulation (to redeem the same) deposited to the credit of the

124 Doc. No. 68.

Cortland County Bank, Cincinnatus, Cortland county.
Knickerbocker Bank, Genoa, Cayuga county. ’
Northern Canal Bauk, N. Granville, Washington county.

I:}ltnam County Bank, Farmers’ Mills, Putnam county. Vcomprm[ler, in the Albaay Exchange Bank. }
Yillage Bank, Randolph, Cattaraugus county. a 1'he Adas Banls of Clymer commenced ocferations in June, 1847, and
ailed in December of the same year. It bad in ctrculation at-the time of

Walter Joy’s Bank, Buffalo, Erie county.
The associations have deposited the followti Hies. vz jts failure §48,202 secured by Stafe‘stocks, and $129,993 sccured by
P olowring seeurities, viz: ESState stonks and a bond and morigage for 5565,,000 ot real, estate in Brook-

New YIO)IO]{ State giper cenzostock - . - §144,401 25 87y, Al were sold; but, unfortunately, the bond and mortgage were so
Do 6 do ) ) - 01: bug bo “Slarce. that few could campete for them, and -after several attempts, they
Bonds and morteaces C - N 207,175 34 swére finally sold for £35,000, that being the highest and only bid which
£ag ) ) . - - 59,400 00 #icould be obtained. The net proceeds of the securities paid 97 cents on

e dollar of those notes secured by stocks only, and 75 cents on the dol-
gtlar +f those secured by the stocks and the bond and origage.

Circulating notes issued on the shove - i 5399, 499 00 s T"be rabular statement annexed 1o this report and marked N, will show
ﬁg" BANK NOTE PAPER.
%Y

411,976 59

The individual banks have deposiled the following securities, viz:

New York State 5 per cent. stock - - - &06,95] 12 e A .
BO 5% do - - . 102, 000 00 £%  \Vhen the gencral banking law went into operation, and up to the year

D° 6 €0 - - - 235,319 00 '184 2, the eompiroller purchased and furnished the bank note paper to the

o { do - . T 96,000 00 severat banks. Cornplaints were made that it was not such paper as they

[:gfrequired, and they asked the privilege of selecting the paper themselves,
Bgrrhich was granted.  ©Of the amowiit remaining on hand, some few thou-
zfgand sheets have been used for certificates of stock, and the balanice, being
475,000 sheets, the comptroller has sent to James Van Norden, agent, &c.,
n the cily of New Yerlk, to dispose of 10 the best advantage. Mr. Van
HNorden thinks it will be best to delay the sale till spring. )

%0 I'he wbular stalement annexed to this report, marked O, givesina
Stcondensed form the whole operation of the Free Bank department, from
S its commencement, Aprit 18, 1838, to December 1, 1845, in relation to

530,270 12

Circulating notes issued on the above - - - §525, 2718 00

INSOLVENT FREE BAKKS.

Since the passage of the general banking law thi
sag : g rty-one (31} of the
free banks have been closed by the comptroller, whose aggregate circu-

12»110!‘1 at t.hg timedof failure was - - - - 1,417,545 00 Li¥those banks which have failed. The following is a summary of their
mount redeemed by the comptroller - - - 1,357,424 00 shsecurities which have been sold by this department, viz:

449,000 lndinn-a Siate 5 per cent. stock, preduced $220,381 25 or 43.88 per cent.
D u g 117,423 25 * 4913«

Leaving the outstanding circulation, including $4,069 . - -

of Atlas Bank certlﬁcates - - . 60, 121 00 ?;2:33{3 gﬁg;:’ias :: g u I " 103,445 00 * 58.77 -
; ' ——= 66,000 Meuchigan * 6 u u 48,147 50 ¥ 72.95 &
For rates of redemption, &e., see statement marked N. 19000 Aladewa 5 Y i P 235143 gg ? ;igg ::
Of the nine banks closed b : . *257.535 New York N 39,143 2. H
. ! ! y their own stockholders, 228 404 of their 7 583 s 1o w 20,261 00 % 67.7 "
czrculatmg notes is outs[andjng’ b Tollows: ., 2 , 1¢) 472,933 Bonds and marigages, 320,261 O 67.71
.- 5 1,104,944 14
Exchange Bank of Rochester - - - - 47 o0 Sl ==
Farmers’ Bank of Geneva - - . . - 600 00 B - ' :
i« at Malone - . _ i . 1911 00 5%, Average per cent, on all slock_s_olhex{dthan New York - - - - gg[ﬁ)}
F ¢ of Orange county - - - - T oo . Per ceniege onall other securities o T B
armers and Mechanics® Bank of - "5243,555 3 por oent. etock. ‘
Moo e Ogdensburgh - 24,419 00 1£000 54 “
tanufacturers’ Bank at Ulster - - - - 1,811 (00 —
No_rth American Baunk, New York - - . . ’ 12 00 957,555
Willoughby Bank, Brooklyn - - - - 49 00
Wool Growers” Bank, New York - - - - 183 &0
28,404 00

—————
e ———
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. Statement showing the amount of securities deposited by all the Fyee
Banls, since the passageof the General Bankmg Law, April, 1838,

mz!

Amount of securities deposited by banks that have been
closed by their own officers - - - -

Amount of secuarities deposited by banks that have been
clased by the comptroller - - .o -

Amount of securities held in trust by the comptroller for
solvent bauks, December 1, 1848 - - -

§2,078,730 00
1,739,543 60
10,640,152 00

14,458,455 60

The mortgage, &e., for $10,000 held in trust for the Washington Bank,
New York, sold for $12,650, or 120} per cent. T'he title to oue lot sup-
posed to be included in the mortgage which was purchased and paid for
failed: the purchaser applied to the iegislature for relief, and a law was
passed, (chap. 259, Laws 1845) under which he veceived, on the first of
July, 1846, the sum of §955 60, about the amount he paid for said lot,
exelusive of interest. '

After the sale of the State stocks held in trust for the Farmers® Bank of
Orleans, an arrangement was made with the Albany City Bank 1o wke
the bonds and morigages ($26,300) aud the proceeds of the sale of
$G1,000 of Indiana Siate 5 per cent. stock, (§12,117 50,)and redeem the
notes at par; which has been dene, except &592, not presented for redemp-
tion. Had these morigages been sold with the stock, they would not
probably have produced more than fifiy per cent.

The mortgages, &e., held in trust for the Trie County Bank, were
taken for §15,000. The land was appraised at §31,500, exclusive of
buildings, and the mortgages sold for $3,000, or 198 per cent. on the noini-
nal ameant.

The securities sold for the St. Lawrence Bank produced the {east amount
of any bank, having bonds and mortgages a3 part security, viz:

$15,000 Ilincis State 6 per cent. stozk, produced $2,587 50 or 17% p. c.

45,000 Arkansas do do 12,545 00 or 27 do
21,277 Bonds and mortgages, do 12,100 00 or 567 do
81,277

97,232 50

Average per cent. on the whole amount, 33},
Those banks for which stecks ouly were leld, and which produced the
lowest amount, are as follows;

New York Banking Co., New Yorl:
£20,000 Ilhinois State 6 pr. ct. stock, produced §3,350 00 or 163 per cent.
6,000 Michigan 6 do do 1,020 00 or 17 do

4,370 00

26,000

Average per centage on the whole, 167.

State Bank of New Yorlt, Buffalo:
§5,000Illinsis State 6 per cent. stock, produced §812 50, or 16} per cent.

| " Doc. No.-68.

These results show the great depreciation of the stocks of other States,
ad that bonds and mortgages are a very inadequate security 1o the hill-

BANK CIRCULARS,

fir Donbls having arigen as to the mode of protesting bank notes for non-
wpayment when presented to the agent, and not to the bank, acircular was
i h's_sued from this department, dated February 23, 1848, expressing the
i is Teport, and marked P. A circutar was also issued from this depart-
f ‘ment, bearing date May 2, 1848, containing a copy of the act passed April
f'g?, 1843, (chap. 340) g copy of which circular is annexed to this report
nd marked Q. ‘ ’

?pinion of the comptroiler on that suhjeet; a copy of the circular jsannexed
50" th

BANK PLATES.

: it.'The .comptroller holds the following banlk-note plates of free banks
 fwhich have failed, stopped business, ect., viz:

a[Here follows a list of 170 plates, filling five pages.]

%"T'he plates can be of no farther use; but they may be used for frandu-
Jlent purposes. It is therefore respectfully suggested, that a law be passed
Juthorizing and requiring the comptroller to cause them to be broken up
nd destroyed, and if anything can be obtained for the remains, that they
ay be sold, and the proceeds applied to pay the expenses of the banks.e "

DISTRIBUTION OF BANK GAPITAL.

iThe capital of the free banks is as follows:

'-"‘%"A"ﬁmunt of securities deposited with the comptroller, De- ' '
S cember 1, 1848 - - - - - $10,640,182 00
ount of capital of the free banks, as per report of -
1% gentember 30, 1848 - . . - - 14,556,773 00
£ _’apital of the safety fund banks - - - 29,616,460 00

o Y

H Making  total of . . . . . 54,813,415 00

@ And that the legislature may see how this capital is now distributed,
sithecomptrolier submits the tabular statement annexed to this report,
di{marked R) showing the number of banks and amount of cz_ipital in each
Sfeounty, from which it will appear thal there are eight counties without a
1%, ank, and that the greatest number is in New York, Oneida, Erie, Chau-
“Mauque and Jefferson.

Igp

1

BANKING.

¥ There are now two systems of banking carried on in this State: one
igtalled the safety fund system, which was first authorized in 1829. Every
fbank Delonging to this system has received a special act of incorporation
“rom the legislature. These charters weére for a limited period, generally
**haying about twenty years 1o run. There are seventy-eight of these
ibanks and two branches now in eperation, with an aggregate capiwal of
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%26,638.860. The charters of som: of themn will expire in each year until
1866, when the last will terminate.

This system was regulated by a general law, (law of 1829, ch. 4
which was incorporated into every charter, by which each bank was re.
guired to have all its capital paid in before it commenced business, aud it
was also required annually to contribute one-half of one per cent. upen
its capital to a common fund, deposited with the State treasurer mmlrsng.h
fund should amount to three per cent. upon the capital of each bk,
which fund was denominated the ¢ bank fund,” aud was to be appliad
to the payment of the debts of any insolvent bank contributing 0 e
same; and in case the fund was at any time diminished by payments irom
it, the bunks were again required to male their annual contributions, till
each liad in depesite the three per cent. on its capital s)mck: This fuud,
in coinmon parlance, has been called the “safety fund,’ which has ﬁu:\'ll__\'
given name to the system. Auother feature of this systen was, that throe
TLank commissioners were to be appointed, with large powess, 10 super-
vise and inspect the several banks: the State, as representing the wh_c?.e
people, and the baulks of a certain district which inecluded tlre city banks,
and the banks of another district which included all the other couutry
banks, each presumed to have antagonistic interests, were 1o be repre-
sented in this commission. [t was supposed that each would be a chek
upon the other. To effect this, the governor and senate were o appoint
one comrnissioner, and the banks in the southern part of the State another,
and the remaining banks a third. Whether this mode of appeintisnt
was found not to answer the expectations of the original projectors, or the
dominaut party desired to use this power as a political engine, is unknown
to the comptroller; but the law was changed in 1837, (ch. 74;) s0 as w0
give the appointment of all three to the governor and senate. -

This, of course, brought them within the vortex of the great political
whirlpoo) of the State; and the place was sought for and conferred upon

artisan aspirants, without due regard in all cases to_their qualifications
to discharge the delicate trust comunitted to them. This state of things,
under the administration of both the great political parties of the State,
continued until 1843, when the legislature abolished the office, and con-
ferred the power of examining these banks upon this deparunent, when-
ever there was reason to suspect that a bank had made an incorrectreport,
or was in an uusafe or unsound conditon to do banking business.

The free bank svstem, as it i§ styled, was established in 1838, (ch.
260.) By this system every individual and association was authonze_d
to engage in the business of banking, and on depositing with the comp
troller the stoclss of the United States, or of any State which should be,
or be made equal to o five per cent. stock, or such stocks, and bonds, and
mortgages to the same amount or less, on improved, productive, and unin-
cumbered real estate, worth double the amount secured by the mortgazge;
over and above all buildings thereon, and bearing an inderess of at least
six per cent. per annum, the comptroller was required to deliver to such
individual or association an equal amount of bank notes for circulation,
duly numbered, registered, and countersigned in his office.

Associations under this law were a species of corporation. They could

- - - . e
#Thig statement includes two incorperated benks not subject to the Safety Fund act, w
cliarters are unlimited, viz : The Manhauan Cempany and the New York Dry Dock Compati¥e
Their aggregaie capital is $2,250,000,
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frcontract, sue and be sued in the name of their president, and the shares
ere transferable at the pleasure of the shareholders, who were not liable
n their individval capacity for the debis of the association. But there
was nothing in the act that required individual bankers to deposite any .
articular amount of securities before they commenced banking. The
[country was then flooded with stocks from almost every State, and the
gonsequenice was that numerous banks, sprung into existence under this
jaw. Repudiation soon followed. Many States that did not repudiate
ifailed 0 meet their obligations, confidence was impaired, credit was
'shalien, and stocks generally depreciated in the market. The conse-
quence was, that many banks failed, and the legislature partially retrieved
ts error, in 1840, (ch. 363,) by excluding all stocks except those issued
¥ this State, and required those to be, or to be made, egual to & five per
deent. stock.
£: Finding the small banks unsafe, the legislature, in 1844, required in-
ividual bankers 1o deposite securities to the amount of at least §50,000,
rand associations to the amount of $100,000, before they were eatitled to
Ehany uvotes for circulation. The stringency of the money market in 1847
admenisited the legislature that the security of these banks was not suffi-
feient; and in 1348 they required the stocks deposited to be stocks of this
iState, and equal to a six per cent. stock; and the bonds and mortgages to
ear an interest of 7 per cent. per annum, and that they should not be for
n-amonnt exceeding two-fifths of the value of the land covered by the
prtgage. This is the free bank systern, as it now stands, and it takes
s name from the fact that all are freely permitted to embark in it who.
grsomply with the rules prescribed. It is no monopoly—no exclusive right.
ranied by thie legislature to a favored few—but is open to all who can’
ive the requisite security. . .

i Both of these systems have been in operation long enough to test their:
‘merits. It is presumed that no one would advise the continuance of both.
wo rival systems cannot exist without creating jealousies among those
intercsted, and adding much to the complexity and labor of this depart-
ent. The tme has come when the legislature must choose between
#hem. That bath have defects, no one can doubt. That some of these
Hefects admit of a remedy, is equally clear. VWhich, then, is, or can be
made the safest aud best system under the constitution as it new stands?
#2231 In order to detenmine this question properly, several things are to be
aken into consideration; and the first is, what is the duty of the State in
ference to banking? It would, doubtless, be desirable to create banks
rhich should e able 10 discharge cvery obligation, not only to the bill-
older, but to deposttors, and all others to whom it should incur any lia.
ility. But this Is impossible. The safety fund, which was intended to
rovide such security, would have been ample to vedeem all the:cirenla-
on of the banks which have failed; bat it has been exhausted in paying .
epositors and other ecreditors of the insolvent-banks, and is now mori-
ged for all it will probably produce for eighteen years to come. Thus
¥iatlempting more than could be accomplished, the legislature failed io
iseeure the bill-holder, which was in its power; and for the remasining;
";:fﬂi_ghteen years that some of these charters have to run, the safety fund -
#¥ields him na security. It is apparent, then, that security for all liabili- .
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z'fities cannot be provided; and the State is under no more obligation to.
?j%".aftempt this impossibility, than it would be the egually absurd one of
4 g
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making every merchant capable of meeting all the obligations he should
incur. It is humbly conceived the duty of the State in this case begins
and ends with furnishing a good and safe currency for the people. 'To
Afurnish this currency, so far as it consists of paper or credit, is an exciu-
sive privilege granted by the State, and the State shonld take care that in
granting it the people are secured from imposition and less. Any man
ay receive deposites, or discount a note, or loan money, or draw a hill
of exchange. These, it is admitted, arc banking operations; but_they
are open to all. Those who engage in them enjoy 1o exclusive privilege;
bul not so with those who are anthorized to issue banlk notes to cirenlate
as money. This is a banking operation confined 1o the few. ltisa pre-
rogative enjoyed exclusively by the money kings of the country, and they
should not enjoy it without giving the most ample security. This duty
is justly imposed for the privilege which is granted.

Assuming, then, that the great object of legislation on this subject is to
provide a sound currency by giving ample security to the bill-helder, the
question is, how can this best be accomplished? It must be borne in
mind that safety fund banks derived much of their credit from the indi-
viduals who were incorporated. By granting a special charter in cach
case, the legislature had it in its power in some measure to comtrol this
matter, But there was an attendant evil that in the opinion of many out-
weighed the good. The practice of granting exclusive privileges to par-
ticular individuals invited competition for these legislative favors. They
were soon regarded as part of the spoils belonging to the victorious party,
and were deall out as rewards for partisan services. This practice became
50 shameless and corrupt that it could be endured no longsr, and in 1833
the legislature sought a remedy in the general banking law. This was
the origin of the free bank systern, Since that time no safety fund bank
has been chartered; and in 1846 the people set their seal of reprobation
upon this practice of granting special charters for banking, by providing
in the new constitution (art. 8, sec. 4) that ¢ the legislature should have
N0 power to pass any act granting any special charter for banking pur-
poses, but that corporations or associations might be formed for such pur-
poses under general laws.”’ Would it be safe, then, to provide by gene-
val law that voluntary associations or incorporations might be formed any-
where and by any persons for banking? The comptroller thinks not.
Suppose they were required to pay in all their capital, and the most satis-
factary proof should be required of this fact. Even that is no security to
the bill-holder. ‘The capital paid in is left in the custody of those who
pay it. They can withdraw it at pleasure. It would only be necessary
for those who wished to practise a {rand upon the credulity of the com-
munity, and reap a golden harvest, to associate together and form a bank;
pay in a large capital; appoint one of their associates president, and
another cashier, to take charge of it; prove to this department these facts;
and obtain bills for circulation to an equal amount, and then pay them
out for property easily transported—take their capital and leave for Cali-
fornia, and in one week they would be beyond the reach of process or the
power of coercion. But it has been suggested that each hank might be
required to deposiie a certain amount, say ten per cent., in the treasury, i
constitute a fand for the redemption of its bills. So fay as this deposite
goes, it may be safe. Itis on the principle of the free bank system. But
if the deposite be intended for the redemption of the bills of that bauk only
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which males the deposite, it is wholly inadequate. It is no more than the
tbanks under the old safoty fund system paid to a general fund. Their
Jreharters had twenty years to run.  They paid half of one per cent. per
fannum, making in all ten per cent. To say that one dallar is deposited
Aas o security for the redemption of ten, is a mockery. But it may be said
*1hat this shall constitute a contmeon fund for the redemption of the bills of
g{the insolvent banks only. Then, as many which are solvent wiil not
Avant it, there will be enough to redecm all the bills of those which shall
jprove insolvent. This is doubted. This fund, instead of being sufficient
{30 redeem the notes of all insolvent banks, would probably for a time give
just credit enongh to the fraudulent asseciations whieh would be formed
¥¢1o enable them to get their notes in circulation, and then, by withdrawing
fitheir capitol, the more effectaally defraud the community. It is believed
tto be wholly inadequate for the object intended.
g; The comptroller believes that the safest way to make a sound paper
urrency, is to'have ut all thmes ample security for its redemption jn the
R¥possession of the State. In order ta make this security ample, it should
£%pe not only sufficient in amount, but should be of such a nature that it
“inay be readily converted into cash without loss. It is not sufficient that
“the security be ultimately good or collectable; delay in redeeming the cir-
“Keulation causes it to depreciate, and is almost as fatal to the poor man
who cannot wait as ultimate insolvency. He becomes at once the victim
gof the broker. A bond and mortgage may be good; that is, the whole .
ﬁ;&,ﬁmpunt secured by them may be collectable; but the bill-holder cannot
LiAgait for this. They must be convertible into cash by sale; and if for any
BiFéuson this cannot be promptly done, they are not that kind of security
which should be required. Al the expenience of this department shows
al bonds and mortgages are not the best security for this purpose; and

By
{M¥hile betler security can be had, it is deeply to be regretted that they
% fvere ever received. The apprebension that there may be a defect of title,

e,

é hat the lands mortgaged may have been appraised too high, or that there
}?;}'{ﬁay be some legal deience to a suit of foreclosure, all conspire to depreci-
§ fate  their value in the estimation of purchasers, when offered for sale at
ction an the failure of 2 bank. Capitalists are cautious about purchasing,
d the consequence is, that they have sometimes sold for less than
twenty per cent. on the amount secured by them; and the average amount
_-‘§“-for which all have been sold for the last ten years is only sizty-seven and
24Seventy-one one hundredths per cent.; while the average amount for which
i;:gﬂje five per cent, stocks of this State have sold is ninety-two and eighty-six
130ne hundredths per cent., or nincty-two dollars and eighty-six cents for
;.%every hundred dollars of stock. This shows that a six per cent. stock,
;}E}lch as is now reguired, would doubtless have sold at par, and the bili-
6lder wonld have received dollar for dollar for the circuiation.

‘Should the country remain at peace, it cannot be doubted that the stocks
f the United States will be a safe and adequate security. The comp-
Hffoller would therefore recommend that the law be so changed as 10 ex-

clude bonds and mortgages from all free banks which shall hereafler com-
fimence business, and to prevent the 1aking of any more from those now
? 3in operation, and to Teguire that ten per cent. per annum of those now
Leld as security be withdrawn, and their places supplied by stocks of this
iState or of the United States. If this recommendation be adopted, at the

#end of ten years the whole security will be equal to a six per cent. stock
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- of this State or of the United States, whicl, it is presumed; will be ampiz
sccurity for the redemption of all bills in cireulation.

Could this system of bauking be generally adopted in the several States,
it can hardly be doubted 1hat it weunld prove highly beneficial. Tt would
create a dernand for their own State stocks. The interest paid upon themn
would be paid to their own citizens. Every man who held a bank note,
soecured by such siocks, wonld bave a direct 1utercst in maintaiuing in-
violate the credit of the State. T'he blasting cry of repudiation woulgd
never again be heard, and the plighted faith of the State would be as
sacred as national honor; and lastly, it would give them a sound and uni-
form currency, )

If, then, in addition to this, Congress would authoerize snch notes as
were secured by stocks of the United States to be received for public
dues to the national treasury, this would give to such notes & universal
eredit, co-extensive with the United Siates, and leave uothing further
to be desired in the shape of a narional paper currency. This weuld
avoid all objections to a national bank, by obviming all necessity for ane,
for the purpose of furnishing a national currency. The national govern-
ment might be made amply sccure. The Jaw might provide that all bills
secured by United States stocks should be registered and countersigued
in the Treasury Departinent, as the notes circuloted by the bauks in this
State are now registered and ceuntersigned in this .office. This would
enable every collector, pestmaster, or other receiver of public moneys, to
know that they were receivable for puhlic dues.  The siock of the United
States by which thelr redemipiion was secured might be so ransferred io
the State officer holding the =ame, that it conld not be sold or transforred
by him without the assent of the Sceretary of the Treasury; and in case
of the failure of the bank to redeem its notes,.it might be optional with
the Secretary of the Tressury to exchange the netes held by the govern-
ment for an equal smeunt of the United Siates stock held for their re-
demptien, or let it be sold and receive the government's share of the divi-
dends. In this way the national governwent would always be seenre
against loss.  But this suggestion is foreign from the chief object of this
report, and is merely thrown out to jnvite attention to the subject, But,
in conclusion, the comptroller has no hesitation in recommending that
the free bank system be medified in the particulars above suggested, and
that it be then adepted in preference to the safety-fund systen, =5 the
banking system of this State,

It cannot be supposed that banking under this system will be as profit-
able as it has beep vnder the safety-fund system. 1t is, therefore, de-
sirable that every facility should be given to capitalists who engage in it,
that can be granted consistent with the security of the public, and that
ne tnreasonable or unjust system of taxation sheuld be adopted which
discriminates invidicusly against them; but persebs engaged in banking
should be taxed lile all other citizens.
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ComrrrorLer’s OrrFicE,
‘ Albany, May 1, 1849.
3.« Str: | transmit to you herewith a copy. of two acts of the legislature,
sipassed at the recent session, conlaining provisions of much importance to
: the banking institutious of the State. |
& The first of these is an act amendatory of the general banking law. It
#ywill be perceived that the first section makes a material change in the
iéigch?ractef of the stock secarilies required to be deposited with the COMmp-
groller, as a security for the redemption of circulating notes. Under the
iprevious law, the comptreller could receive no other than stock of the
fiState of New York, hearing, or made equal to six per centum. The
dpresent act provides that one-half the amount of stock securities deposited
in this office inay consist of stocks of the United States, in all cases to
be, or to be mude, cqual to a stock producing an interest of six per cent.
per annum.”
%‘ Banking associations and individual bankers who have heretofore de-
gposited stocks of this State, and who may desire to avail themselves of
s provision, will be permitted to withdraw the securities now held
E nd to substiwte therebr stoeks of the State of New York and stocks of
he Luited States, iz equal proportions. -
“o The succeeding sections of the act referred to are intended to enable
he'stockholders of the safety-fund banks, as their respective charters shall
Apire, to preserve e continnance of their institutions, by a 1e:organi-
cation under the provisions of the general banking law aud the several
z)&_x;l:s amendatory thereof.
-i'.'To facilitate the wxansition from one system to the other, without em-
arrassinent to the bauks or the eommunity, the comptroller is authorized
§H% receive a deposite of securnifies in wnoewnis of not less than £10,000,
o vhich may be increased from time to time for three years, within which
{ "ime the deposite must be made equal to the minimum sum of £100,004,
tarequired o be pledged by associations formed under the original pro-
%,w{stons of the geueral banking law.
2% By the second of the acts hereto annexed, the legislature have pre-
gcribed the manner of giving effect to the provision of the constitution,
sewhich imposes a personal liability upon stockholders in moneyed incor-
iporalions, in the event of their failure. . .
f‘? i The nature and extent of this liahility is -wisely defined, to the end
Cfthat each stockholder shall be responsible for himself only, for an ad-
{iditonal amourit equal to the stock he may hold, and that our citizens
Fnvesting their capilal in moneyed institutions may know in advance the
: 4%1&1!1(}5?. Limit of the liability to whieh they may be subjected.

¥

P2 It is hoped and believed that the provisions of this act will be satis-
actory to those interested in our bauking iustitations, and to the com-
anunity atlarge. The inserest of stockholders and of the public. in re-
gEpect to the soundness and safety of the capital employed in the business
- {of banking, may be regarded as identical. ~ 1t is coneeived-that the limit-
rxed liability now imposed, so far from exposing share-holders to increased
Ftazard, will tend to insure the safety of their investments by inducing
#E¥igiiance and prudenze in the administration of their affairs, and thus
sreflord new safeguards for the protection of their own interests and the
¥iughts of thelr ereditors. .

v
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With this additional inducement to the exercise of reasonable care, ang
with the results of past experience to serve as a warning against the
danger of illegitimate and expansive operations, it is hardly conceivable
that a meneyed institution possessing a dona_fide capital, and administered
under the guidance of honest directors, should suffer a loss of its eutira
capltal and expose its owners to further contributions.

. Very respectfully, :
' WASHINGTON HUNT,
Comiptroller.

Eztracls from report of Washington Hunt, esq., Comptroller of State of
: New Yorle—Junuary 2, 1850.

BANE FUND.

1t will be seen from the following statement that the stock issued on
account of this fund was reduced, in the Tast fiscal year, $121,132 43,
leaving $779,696 22 now outstanding, 10 be redeemed from the balance
in the treasury and the future contributions of 'the banks. To this sum
Is to be added the ontstanding claims against the Bank of Watervliet, for
which stock has net vet been issued, estimated to amount to about
%80,000. Doubts having existed as to the validity and extent of one of
the principal claims against that bank, the question has been submitted,
by the consent of all parties, to Williain L. Marcy, as sole referec.  The
case involves important legal principles, and an examination of intricats
accounts and witnesses. Vhen the balance actually due fram this bank
shall have been accurately asceriained, it will .become the duty of the
comptroller 10 issue safety-fund stock for the amount. There is hittle
reason to doubt that the future contributions of the banks will be found
fully adequate to redeem all the existing claims upon the fund. The
comptroller is of opinion that authority should be given to invest any ac-
cumulations of money belonging to the bank fund in the purchase of out-
sianding stock, under certaiu restrictions, to be defined by law.

Balance of six-per-cent. stock issued on account of the bank
fund, per chapter 114, Laws of 1845, remaining unpaid,
and redeemable as foilows:

1850 - - - - - 100,000 00
1851 - - - .- - 27,278 42
1852 . - - - - 24,414 00
1853 - - - N - 5,154 00
1855 . - - - - 7,935 30 |
1856 . - - - - 417,500 00
1859 . - - - - 55,822 82
1861 - - - - - 180,047 35
1866 . - - - - 41,541 13

. _ §779,696 C2
Amountinvested in five per-cent. State stock,
redeemable in 1835 - - - 35,000 oG
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moulit of balance due on comptroller’sbonds,
the paymeutof which has been assumed by

Union College - - - - $13,036 16
Assets of the City Bank of Buffalo - -~ 50,852 24
iMouey in the treasury - - - 7,443 22
: $106,331 62
Deht of the fund on the 30th September, 1849 - - 673,364 40

k' To the above is to be added the amount of the debts of the -Watervliet
@iBank, for which stock has not yet been issued, estimated at about
S 90,000, :
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THE BANEING SYETEM.

q
B Among the varied public interests to be affected by legislative action,
Pthere is none more complex in its nature, or more impertant in its bearing
pon the general prosperity, than the currency created by our banking
institutions. The subject ‘is intimately connected with the trade, prop-’
erty, and business parsuits of the people; and every citizen is directly.
oncerned in having the circulating medium established on a solid basis,
and regulated by correct principles of finance. Our past legislation shows
hat, while no pulilic question has attracted a larger share of attention,
puhlic opinion in regard'to it has been peculiarly conflicting and variable.
nlightened statesmen and experienced financiers have advocated theo-
ies the most dissimitar; the experience of every country has been ad-
duced in support of favorite systems: but, as yet, none has been presented
which eominands universal assent. To create a circulating medium suf
cient to sustain and facilitate the legitimate business of* the community,
nd at the same time to insure its safety and convertibility, amid all the
fluctuations of trade, was the uniform metive of our changing State policy
on the snbject of banking. It was believed, for a series of years, that
is result had been aitained by the successful working of the safety-fund
System. But the safety fund was exhansted, including its future reve-
ues, by a few disastrous failures. Ten banks, in addition to the entire
oss of tlieir own capital, ameunting to $2,800,000, imposed a further loss
pon the fund of more than two and a half millions. The degree of
bankruptey exhibited by these institutions was astounding, and almest:
nconceivable. Yet it has been shown that the safety fund would have
oved sufficient to fulfil the originil design of insuring the redemption of
he bank note circulation, if it had been devoted exclusively to that pur-
ose. 'The destruction of the fund should be attributed to the fact that
Wil the liabilities of the banks, however illegitimate or extraordinary, were
Ttmade chargeable wpon it; and an unnatural eredit was thereby given to
unsound and speculative institutions, which enabled them to expand their
‘#iffairs 1 an inordinate extent, without referenee to their intrinsic re-
eSOUTCRS.
# The safety-fund system was virtually abandoned by the creation of the
ee-banking system, which has grown up under the act of 1838.
The distinguishing feature of this new system is its reguirement of
productive and available securities, to, be pledged with a 'State officer,
as a guaranty for the redemption of the whole circulation. This principle
#¥tas been tried and tested by nearly twelve years’ experience, and may
ow be regarded as firmly established in public estimation, as the basis
if -all future legislation on the subject of banking. The plan originally
itroduced by the general banking law of 1838 was defective in many of
% details, and new legislation has been required from year to year to re-
nstruct, strengthen, and perfect it.  The legislature aimed, at the out-
et, to require sufhicient and unguestionable security for the entire cireu-
fation. It was then conceived impossible that any American State would
tepudiate its obligations, and no one suspected that any of the States
ould fail in the prompt paymentof interest. The stocks of all the States
ere admitted, therefore, as a basis of circulation. This error proved
3%disastrous, and was alniost fatul to the system, during the earlier period
1of-its operation. '

%,
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- In the first year, several States, whose bonds had been deposited with
the comptraller for the protection of the bili-holders, suspended the pay-
ment of interest; their stocks depreciated to a point almost nominal, ang
the yesult was seen in the failure of many of the banks, in the years 1539
and 1840.

The public sustained a heavy loss, and stockholders were involved in
irretrievable ruin. It has been considered a matter of wonder that the
shock thus given 1o the experiment of free banking did not result m its
entire overthrow and abandenment. Such must have been the efloct,
bt for the elastic energy and capacity-which our people display in retriev-
ing transient reverses, and guarding against their recurrence. The legis-
lature of 1840 preserved the system, by excluding the stocks of ather
States after that period, and requiring the banks to deposite stocks of this
State. The basis has been improved by successive acts of legistation,
untl the security demanded by law is of the highest character in point of
value and availability. It is true, that one-half of the amount pledged
may consist in bonds and morigages; but these must be on productive
property, for an amount not exceeding two-fifths the appraised value, nor
for more than §5,000 each, and bearing 7 per cent. interest. \Vhilst these
securities are not as prompily convertible as stocks, it is impossible thatany
considerable loss should oceur on mortgages of the description now ex-
acted; and it is believed they will prove a sufficient reliance, so long as
proper vigilanee is exercised in respect to the value and title of the prem-
ises. The remaining half of the circulation must be secured by stocks
of this State, or an equal praportion of this State and the United Stales,
and this must bear, or be made equal to, at least six per ceut. interest.
Government stocks of this character conwnand, and there is no reason, to
doubt they will continve to command, a high premium in the money
market. Indeed, the rapid advance in the value of New York and United
States stocks renders it diffcuit, even now, for the banks to furnish the
requisite deposite, without an investment of funds, which many regard as
disadvantageous.  This difficulty will increase, from the gradual dimina.
tion iu the supply of tijese stocks in market, and the steady increase 1n
the demand for banking purpnses. The financial pelicy established by
ihe constitution compels an annusl reduction of the Siate debt, and it
will be virtnally extinguished before the last of the safery-fund charters
will expire. There is no reason 1o doubt that the debt of the federal gov-
ernment will disappear, by gradual reductions, in the next fifieen or twenty
years. A serious question Is therefore presented, which cannot be lang
deferred, as to the species of security which shall form the basis of our
circulating medium, in place of the stocks now required, and which of
necessity must be withdrawn. On this point, the comptroller does not
feel called npon, or authorized, to advance an opinion, althongh it has
been intimated to him that the subject will be presented to the legislature
at this session. He conceives it to be his duty, however, to express &
strong conviction that the public interest and safety require the exercise
of a rigid and cautious discrimination in providing a substimte for the
superior class of securities now deposited. If the doer is 10 be opened,
it should be done with extreme circumspection. No new form of mivest-
ment should be admitted which will not readily and certainly command
the par value, even in an adverse state of financial afluirs. The law of
1849, which authorizes the safety-fund banks to reorganize as their char-
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rs expire, and avail themselves of the privileges created by the general
wbanking law, by a gradual deposite of securities for three years, wiil
greatly facilitate the_transition from the one system to the other. Yet it
is not 1o be disguised that the tendency of this change is to diminish ma-
terially the banking facilities enjoyed by the community. To the extent
that the chartered banks are required to transform their preseui capital
into permanent securities, as a pledge for the redemption of their bills,
hey must deprive themselves of the means now employed in the regular
operations of bauking. But it is hoped that this zacuws may be supplied,
without serious derangement or embarrassment, by the gradual accumu-
ation of strplus capital among the people, which will seek employment
the banking business, The charters of four of the safety-fund banks
expire with the present vear; and it is understood that the stockholders of
%three of these institutions will continue business under the general bank-
Eling law. 'Tme act of last winter, intended to give effect to the constitu-
iopal provision subjecting shareholders to0 a personal liability in case of
failure afier the present year, adds a new element of strength and safety
o our banking system. T is conceived that the limited liability thus im-
i’-&':&pcvsed, so far from being detrimental, will prove beneficial to the interests
eyof the stockholders themselves. It effect must be to induce a more vigi-
exflant supervision of the affairs of the banks, by those who are so deeply
wtinterested in their prudent management. Greater care will naturally be
idexercised iu the choiee of directors and officers, accompanied by a more
irigid accountability of agents. The wisdom of this amendment will, it
fis confidently predicted, be fully confirmed by experience. It will prove
flicacicus, as well to the proprietors of the banks as to the public. 1f
his principle had been in force for the last ren years, who can doubt that
some of the most flagrant and disastrous failures of banks would have
yeen averfed?
-.Annexed to this report is a copy of a circular (marked P) addressed by
-%'?ihe comptroller to the several banks, in relation to the two acis of the last
} #isession above referred 1o.
. The principle of the general banking law having been established by
‘%ﬂne deliberate approbation of the. public, as the settled policy of the State,
¥
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Tew provisions ought not to be engrafted upon it withont mature consider-

SEation.

Lk Bul some amendmens have been and may continue to be found
jégnecessary, from year tn year, to meet unforeseen contingencies, to prevent
T;E"_abuses, and to simplify the practical operations of the measure. The
§§"€§:omptrolier is of opinion, that no essential alteration of the law is needed
_.i-%at the present time. Yet he feels it his duty to call the attention of the
idlegislaiure to a branch of the subject which'is believed to require some
Faifurther aciion.  The first section of the act passed April 12, 1548, requires
{Zthat al] banking associations, or individual bankers, organized under the
grtlaw of 1538, shall be bauks of discount and depoasite, as well as-of circu-
Egﬁ tion, and that their usual business of banking shail be transacted at the
#place specified in the certificate of location. Bt as the law faiis to prescribe
sad:specific penalty for the violation of this provision, it has been 1, some
Jinstances evaded or wholly disregarded with impunity. It appears from
4 "gthe returns made to this department, that several banks do not pretend 10
:‘%'.f,he character of banks of discount and depesite.  Whilst some show an
jaentire abscnce of discounts and deposites, others report a mere nominal
3% awcunt, intended apparently as a technical compliance with the law. In

i:
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some instances, it is well known that no business of banking is catried on
at the location fixed by the certificate on file, and that no person residing
there has any pecuniary interest in the bank, beyond the compensation
which may be allowed 0 some eonvenient agent to sign reports and powers
of atorney. This class of banks generally claim to be locaied at remote
points not conveniently accessible, wnile their owners reside in the commer.
cial cities; and their whole business consists in issuing the circulation obtamed
from the comptrotler.  \Whilst they are sabjected to taxation in the place
of their pretended location, the collectors have been unable, in some cases,
to find a dollar of {unds or property for the payment of the tax. 'The
comptroller respectfully subinits to the legislature, whether these aperations
shall be peruiitted—or shall the existing prohibition be made effective by
adding the necessary guards and penalties?

It may be said, in suppert of the license now enjnyed by this portion of
free banlkers, that they deposite undoubted security for the reqemption of
their bifls. It is contended, on the other hand, that they furnish noloans
and aflord nn facilities in aid ofindustrgand enferprise; and that as their notes
supplant the circulation, they dimiuish the business aud usefulness of these
who are enrgaged in the legitimate pursnits and functions for which hauk.
ing institutions are designed.  Whalever opinion may be adopted in s
respect, there can be no doubt that the present prohibition ought either to
be repealed or carried into effect. T'he habiiral viclaiion or evasion of a
plain "aw is ton demeralizing to be permitted.  If the law is unwise, it
should be repealed; if it is deemcd worthy of continusnce; means should
be given for enforring it.  "Fhe comptrolier ennceives that he has done his
duty in presenting the subjert to the consideration of the legislature, for
sach action as their wisdom nay snggest,

The act of 1538 is imperfect in another particular, and proper provision
should be made without further delay to remedy the defect.

Since the passage of the law thirty-one banks have filed, and were
closed by a sale of the securities pledged with the compuolier. In most
of these cases the proceeds of the securtties were jusuflizient to redeem the
entire circalation; therefore a pro resa dividend was paid to the bill holders
and certificates issued for the balance, payable ont of any additional means
which the banks may have possessed. Bul in everv instance, a small
portion of the circulating notes are still outstanding. The presumption is
thai they are mostly lost, and will never be presented. The question is,
whalt shall be done with the funds remaining in the compirelier’s hands
for their redemptinn?  The amonnt thus held is $32,819 79, belanging to
thirty banks; and as a majority of the failures ccenrred almost ten years ago,
there is no probability that this balance will be called for by the bill-holders.

The law otuits o prescribe any mode of proceeding fora final settlement
and distribution of these funds. The comptroller respectfully recom-
mends that anthority be given to bring the aceonnts of broken banks to a
cluse afier a reasonable period, on jnst and equitable principles. It is sug-
gested, that after the expiration of six vears, final natice should be issucd
to hill-holders to preseut the notes by a given day; and that the balance
then remaining be divided pro rate upon the outstanding certificares.
If a further balance shall rewnain afier a reasonable potice to the certificate
holders, it might, with great propriety, be carried to the [und applicuble
to the ordinary expzises of the free bauk department.
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INCORPORATED BANK DEPARTMENT.

.The staiement hereto annexed, marked L., exhibits the names of the
several incorporated banks, the capital and circulation of each, the dates
at which their respective charters will expire, and the names and residences
})f Lheirl yedeeming agents.

. Jt will be seen that the whole number o{chaytered hfgnlcs is 77 and two
ranches; the aggregate amount of their capital is §28,960.860; the amount
iof circulation to which they are entitled by law is §23,282,400; of which
hey have in wcinal cirenlation. or on hand, (ineluding §699,958 3¢ of un-
egistered notes,) the sum of 321,406,861 30,

+This stuteigent includes four banks and one branch, with an aggregate
apital of $1,300,000, whose charters expire January 1, 1850, viz :

Bavk of Utica and hranch - - - %G00,0n0
Bank of Auburn - - - - . 200,000
Bank of Ithaca - - - - - 200,000
Bauk of Monree - - - - - 300,000

P2 ‘The charter of the Merchants’ Exchange Bank, of the city of New
EiYork, expired on the first Manday of Juune last, having a capital of
15 750,000, entitled to cireulate §5501,000, and having a circulation en that

The stockholders of this well-mranaged institntion have

Eday of §309,500.
ifeorzonized the bank, by the same name, under the geperal bapking law,
vith an increased capital of 1,250,000 The new bank has deposited
vith the comptroller, for the secuority of its circulaling notes, stocks of this
tate 1o the amount of 8154,%00, aud has assumed the redemption of the
Srircalating notes of the old corporation.

%;The Brooklyn Bank, under the law of the last sessien authorizing the
agame, has restored is capital 10 $150,000 by cash paymenis, and is now
Lientitled to a circulation of 175,006,

_-i‘[_l-,l\‘-o othier changes, and, it is gratifying to add. no failures, have occurred

4in the incorporated banks siuce the date of the last apnual report from this
Dofice. ' |
'f:)i}gThB circulation of the Caual Banle of Albany, which failed in 1848, has.
Abeen provided for by the rcceiver from the assets in his hands, and itis
gestimated that the surplas will be sufficient 1o make a dividend of about
“dorty per cent. among the remiaining creditors. ) '

s 3, There have been received, counted, and burnt, in this department,
ddaring the year ending 15th Decewber instant, 753,312 mutilaied bauk
noles, amounting to $4,036,5833; and during the same period theie have
een  countersigned, numbered, and registered, 653,934 new notes,
amounting to $4,530,754, and delivered to the bauks entitled to the same.
Chis vast amount of lubor has been performed by the principal register,
 faided by but one clerk during the larger part of the year, with the occa-
“eFional assistance of the book-keeper, and of one other person employed in -
Anumbering. The large increase of business made it necessary te employ.
dan addiional clerk, whose term of service’ commenced in Auvgust last.
The expenses of the department during the year were $4,700 335, whicl
amount was refunded 10 the treasury at the close of the Bscal year, by
drawitig on each banl for its ratable praportion according to law.
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FREE BAKK DEPARTMENT.

The whaie: number of banking associations doing busivess under the
general banking law is fifty-eight; the number of individual bankers fil.

ty-five; making an aggrezaie of 113 banls.

The whole amount of circu-

lating notes countersigned in the bank department, and issued lo the banks,
was, on the 1st day of September, 1849, §11,180,675, for the redemption
of which; securities have been deposited with the comptroller in trust,
amounting iu the aggregate to the sum.of §11,916,806 3y, viz:

Bonds and mortgages - - .
New York Siate stocks, 4% per cent.
United Siates stocks “ -

Du 13 -
Do (14 .
Do % « _
Do

Do ¢ .

Tliinols State stock
Michigan State stock
Arkansas State stock
Indiana State stocl
Alabama Suate stock
Cash in deposite

SO =L S SR O
'

I11

1& 5 -

i« .

v U‘||N._.

. . §1,653,044 48
287,376 56
642,105 S5
) . 590,500 (0
4,139,452 39
963,500 00
2,141,816 34
7,070 00

~ 648,675 44
229,232 00
424,000 00
6,650 00
34,000 00
149,333 23

———

11,816,806 29

The whole amount of securities held in trust for the free banks on the

[st December, 1848, was $10,640.152 45.

The following new securi-

ties were deposited during the year ending December 1st, 1349, viz:

New York State stocks - .

United States  do - - .
Iilinois do - . -
Michigan do - - -

. . &1,007,191 00
1,208,605 85
6,729 40

10,000 G0

(These Michigan and 1llincis bonds were taken in
settlement of interest on bends hypothecated with the

comptroller, previous to 1840.)
Bonds and mortzages - - .

Cash in deposite, received in payment of bonds and

248,001 03

norigages, and State stock which fell dee July I,
1844, to be held till the banks entitled thereto rewurn

their bills, or deposite other securities

The following securities were withdrawn during the

year ending December 1, 1819;

99,427 33

2,579,955 11

New York State steele - . &1,096,568 47
United States do : - 50,000 00
Illinois do c - 5,000 00 :

.
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t jchigan State stock - - $£3,326 00

Bonds and morigages - - .108,437 00

$1,303,331 47
1,276,623 94

“Motal increase of securities the last year - -

11,180,675 00
9,993,762 00

Total amount of circulation, December 1, 1849 -
. Do do December 1, 18458 -

B 1.crease of circulation from December 1, 1848, to De-

@recember 1, 1849 - - - - - 1,186,913 00

® For a statement in detail of the securities hell by the comptroller, in
B rust for ench of the banks, and the amount of circulating notes issued to
®:5ch, sce annexed statement marled M. '

" There were numbered, registered and conntersigned in this depart-
¥ment, during the year ending Uecember 1, 1849, 1,094,461 circuloting
BFioles, amonting to 23,501,573, viz: . : :
L exchange for mutilated bills, which have been counted

i

g and burnt - - - - - - £2,314,660
BOn securities deposited - - - - - 1,186,913
B 3,501,573

%% The following new banking associations and individual bankers have
sinmnenced business under the general bauking law during the year, viz:

ASSOCIATIONS,

Merchants’ Exchange Bank, New York.

Broadway Bank, New Yaork.

Bank of Pawling, Pawling.

Commercial Bank of Whitehall, Whitehall.
Watertown Bank and Loan Company, Watertown.

INDIVIDUAL -BANKERS.

Dutchess County Bank, Amenia.

Hartford Bank, Hartford, Washington county.
Oswego County Bank, Granby.

Putnam Valley Bank, Putnam County.

E¥he associations have deposited the following securities, viz:

‘WNew York State 5 per cent. stozk - - - 27,000 00
T 5}5 te - - - - 11,000 00 -
BRn G e . . - . 342,200 00
FWnited States & et - - - - 77,405 85
o« 6 “ . .- . 101,500 00
ABonds and morigages - . - - . 49,150 00
; 608,255 85
irculating notes issued on the abeve . 604,021 00

—_——
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The individual bankers have deposited the following securities, viz:

‘New York State 5.per cent. stock_ - - - 856,100 a9
“‘( (: “‘ - - - . 61,625 (i)

N ; w oL ) - 9.00
United States 5 - €« - . - - 219.0[!8 913
“« 6 ¢ . . . 55,000 U1
240,725 00
Cireulating notes issued on the above - - - 235,749 00

. Two individual bankers have given notice of their intention to close up
their business, and have returned a portion of their cireulation, viz:

Warren County Bank.
Franklin County Bauk.

Only one bank faiture has occurred during the last year. In the month
of Novewber, Walter Toy’s Bank, at Buaffalo, snspended payment and
closed its doors. The amount of its circulation was &50,000, which was
wholly secured by New Yerk stocks. - Arrangements were promptly made
to redeem the bills from the stock hypothecaied with the comptroller, and
{he;i l}aV'tshll)ee¥1 paicilf‘ without interrupiion, at the former agency of the
bank in this cuy ne premiu £ will yi I
00 10 5000, .P : s on the stock will yield a surplus of

In 1848, the canal tolis collected at Black Rock were deposited in this
bank. The usual ameunt of 10lls received at the Black Rock office in that
year created a larger deposite than the canal beard originally contemplated.
I'he balance due to the State, at the time of the failure, was &60 U,
As early as April last, some apprchensions were felt by the commissioners
of the canal fund as to the safely of the bank, and decisive measures were
adopted to obtain further security for the payment of the deposite.  Col-
lateral securities which are estimated to he ample were assigned io the
State, and although some delay will be experienced in realizing the funds,
no doubt is entertained of the ultimate payment of the whole debt. '

The expenses of the (ree bank depariment during the last fiscal year
amounted to $12.030 37, for which drafts are made on the several banks
according to law. It will be perceived from the foregoing statements
that there has been a large increase in the business of e d(-.[?artment.

New securities were deposited to the amount of more than two and a
half millions; and tlie actual increase of circulation was $1,156,913.  The
labors devolved upon this hranch of the office are peculiarly arduous and
responsible, as may be inferred from the large amennt of new notes pre-
pared and issued; the return of murilated bills 1o be examined and de-
strayed; the exchange and withdrawal of ¢ld and the deposites of new
securities; the superintendence and collection of principal aud interest,
and the affairs of the insolvent banks, to which may be added the corre-
spondence and accouuts resulting from these various transactions. The
clerks employed in 1his service have labored With an efficiency and fidefi-
ty worthy of public acknowledgment. In view of the importance of the
trust confided to the chief register, who is charged with the principal
supervision of the department, the comptroller has deemed it his duty
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B! erease the salary of that officer to $1;500 per annum. Tt is believed
€51hat none of the banks by which the expenses of the department are paid
BEgill object to this increase of compensation, when' they consider the re-
<sponsibility of the-office, its incessant labors, -and the *high qualifications
equired for the correct and satisfactory discharge of its duties. To the:
ichief register is corfided the custody- of nearly twelve millions of produe-
Five securilies, the receipt and transmission of money {0 an enormous
tamotut, and daily transactions of the utmost importance to the banks and
the public. The comptroller would deem it nnwarrantable to commit the

airs of the department to an agett whose time:is of less value than-the
compensation paid to the present capable incumbent. ™ . o
¥ The statement annexed, marked N, shows ‘the .amount of :monéys re-.
yaaining in the hands of the comptroller for the redemption of the circula- :
ting notes of the insolvent banks. : .

CIRCULAR. )
ComprrorLLer’s OrFIcE, -
: Albany, May 2, 184S.

*“'Pwenty days having elapsed since the passage of the acthereto annexed,
t'is now operative as a law, and all banks ‘and individual bankers under;
Zithe pgeneral banking law.are bound to ¢onform to its provisions. " It will-
5ré seen that the first and  fourth sections”of the act will, after the first
vijday of June next, operale upen banks and individual bankers-now ‘doing
Business under the general banking law, and that every such bank is't0’
be, and every such banker is to keep, a bank of discount and deposite, as
;9[! as of citenlation, and its usual business of banking is requtred to be
tansncted at the place where such banking association or individual banker

& 2] be located, as specified in thé’ certificale required by the second

Juuse of the sixteenth sectionof . the act of . 1838. ‘That certificate is re-
? duired onty of associations and not of individual bankers, and the second
clause of the act declares, that ¢ the place where the operations of dis-
%dount and deposite of such associations are to be carried on, designating
Zthe particular eity, town, or village,”’ shall be specified in the certificate.’
T the case of an individual banker, his place of residence is the place
‘where his banking business inust be done, ’ .
4% A practice had grown up under the general -banking law of establish-
Jing banks in obscure places, in remote parts of the State, where litide or’
- “I1io business was done, with a view of obtaining a circulation merely, and
%7doing no other business. This circulation® was then redeemed in New
L¥ork or Albany by the agent of the banlk, at oné-half of one per cent.
fiscount, and again put in circulation withont being returned to the bank,
thereby enabling the bank to redeem .its own  paper -at ‘a-discount, and
<Hthen again put it in circulation in the same place where it was redeemed.
1&The object of the present law appears to be to break up that practice ;
§¥§j‘,and to insnre obedience to its requirements, the legislature have enacted
stithat the president and cashier shall, in every report made to_ this office,
gzﬂ’.state that their business has been transacted at the place required by that
{'Fract, and that such report shall be verified by their oaths. A strict com-
pliance with this rule will hereafter be exacted from every bank and in-
dividual banker subject to its provisions.
10

i
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The second section of the act relates. only to such bankers as shalf
commence business, or such associations as shall be formed, hereafter,
Ft makes some important changes. ~These will be better understood by a
short review of the several enactments. By the second section of the
act of 1838, the comptroller was authorized 10 receive the stocks of this
State, or of the United States, or of any other State in the Union; but after

several of the States repudiated, and their stock generally fell below par,

it was thought prudentto exclude them ; and.in 1840, an act was passed,

(ch. 363, § 1,)restricting the comptroller 10 such public stocks as were is.
sued by this State, whicl should be equal to astock of this State producing
an annual interest of _five per cent. But it was expressly declared by the
second section of that act, that it should not be construed to prevent the
stocks then held by the comptroller from being thereafier transferred to
and received by him attheir market value, in the same manner as though.
that act had not been passed—thereby stiil authorizing the comptroller to
receive the stock of any other State, or'of the United States, in deposite
for banking purposes, if such stocks were held by him-when that act pass-
ed. This might have been done to prevent the depreciation of such
stocks in the market, which would greatly have impaired the security
of many of the banks; but the legislature has now changed that rule, and
they are no longer receivable under any circumstances; this, however,
will not impair the validity of those now held, but only prevent their be-
ing taken hereafier for any new bank. . ; -

The material changes, therefore, effected by this act, which apply exclu-
sively to banks hereafier to be {ormed, are— . '

First. That no other stock than that of the State of New York can
be deposited with the comptroller, as security for banlk issues.

Second. Heretofore such stock was ouly required to be equal to a five
per cent. stock: hereafter it must be made equal to a six per cent. stock.
If it be not a six per cent. stock, its comparative value will be ascertained
by the stock tables prepared by Joseph M. Price.

Third. No stock can be talten above'its par value, nor above. its market
value. ‘

Fourth. Bonds and mortgages may be taken, as heretofore, for an amount
not exceeding one-half of the deposite; but heretofore the amount secured
by the mortgage was not to exceed one-half of the appraised value of the
land mortgaged: hereafter it must not exceed two-fifths of that value.

Fifth. Heretofore there was no limitation to the amount of each mort-
gage; and the conserquence was, that mortgages were sometimes taken of
so large an amount that it prevented fair competition in the sale of them.

"This evil is now remedied by the third section of the act which limits
the amount of each mortgage to a sum not exceeding $5,000.

These changes will be strictly.adhered to by this department in the

formation of .all new banks.
MILLARD FILLMORE, Comptrolicr.
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