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1.—Tae Direct Tax.
Of the tax of three millions imposed for the year 1814—

There remains uncollected,” - - - - - 85,000
In the hands of collectors, - - - - - 1,600
27,200
Of the tax of six millions imposed for the year 1815
There remains uncollected, - - - - - 110,000
In the hands of collectors, - - - - - 13,000
123,000
And of the tax of three millions imposed for the year 1816—
There remains uncollected, - - - - - 195,000
In the hands of collectors, - - - - - 30,000
225,000
Entire amount of outstanding direct tax, - - - - 359,200

AR

These amounts include the whole quotas of taxes in the fifth collection district of Virginia for the years 1815
and 1816, amounting to about $21,000, the collection of which has beendelayed by the inaccuracy of the original
assessment, and the time since consumed in correcting it; and the whole quota of the first collection district of Liouis-
iana for the year 1816, amounting to $2,804, which collection has likewise been delayed from the inability, until
lately, to procure a collector; the amount of taxes on property purchased on behalf of the United States, which
is still, in most cases, subject to redemption; and the uncollected taxes on the property of non-residents, for the pay-
ment whereof prolonged periods are allowed.

The collection of these taxes is substantially closed in one hundred and one collection districts, and 1emains in-
complete in the sixty-seven remaining districts, in which the outstanding amounts vary from $100 to $21,000. Of

the designated collectors, who are charged with the collection of taxes on non-residents’ property, five have substan-
tially closed the collection, and ten are still engaged in it.

I1I.—InTERNAL DuTiEs.
‘There appear to be outstanding—

In bonds, a portion of which are not yet due, - - - - $816,000
In duties not bonded, - - - - - - 124,000
Cash in the hands of collectors, - - - - - 320,000
£1,260,000

To this amount is to be added an uncertain sum on accruing duties, and duties received by
several of the collectors, who have neglected to render their acccunts, computed at - 50,000
Entire amount of outstanding internal duties, - - - - $1,310,000

The collection of the duties is substantially closed in seventeen collection districts, and remains incomplete in
the one hundred and eighty-two remaining districts, in which the outstanding amounts vary from $100 to $52,000.

Of the existing outstanding revenue, it is computed that $120,000 will have been collected by the 31st of De-
cember ensuing.

Notwithstanding the foregoing limited amounts of outstanding internal revenue, the clerical duties for tne ensuing
year will be probably considerable. These, connected with the other duties heretofore attached to this office, will,
it is supposed, require one clerk to be employed on the business incident to the light-house establishment and the
old internal revenue, (of which last it has not been thought necessary to make any distinct mention,) one clerk to
be employed in examining and entering the accounts relative to the outstanding internal duties, one clerk in examining
and entering the accounts relative to the outstanding direct tax,and one clerk in copving and recording letters.
The salaries of these clerks have heretofore been, respectively, $1,300, $1,100, $1,050, and $900; sums consider-
ably below the existing average allowances in the other offices of the Treasury.

Three of these clerks may possibly answer, though it is believed that the whole four will be useful.

The contingent expenses for the year 1819 will not, probably, exceed five hundred dollars.

I am, with great respegt, your obedient servant,

SAM. H. SMITH, Commissioner of the Revenue.
Hon. SECRETARY OF THE TREASURY.

15th Coneress. | No. 547. | [ 2d Session.

BANK OF THE UNITED STATES.

COMMUNICATED TO THL ITOUSE OF RCPRESENTATIVES, JANUARY 16, 1819.

Mr. SpeENcER made the following report:

The committee appointed to inspect the books and to examine into the proceedings of the Bank of the United

States, with directions to report thereon, and to report whether the provisions of its charter have been violated
or not, respectfully report:

That, under the leave granied by the House, the committee repaired to Philadelphia, and there personally in-
spected the books of the bank; and, as a further means of examining its proceedings, they interrogated, on oath, the
president, the cashier, all the directors of the bank whose attendance could be obtained, and several of its clerks
and officers. Examinations also have been made at the offices at Baltimore, at Richmond, and at the city of
Washington, in order to obtain specific information upon certain subjects on which the books of the parent bank
were necessarily deficient. From these inquiries, conducted with great labor, and the committee trusts with great
care, they have collected a mass of information which they now submit to the House, and which will be referred
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to in the course of this report. ‘This information consists of tables, statements, and extracts made by the committee
from the books of the bank, or by them compared with those books and verified, and of the testimony of witnesses,
and of letters from the president of the institution.

The committee are aware that, from the sources of information, various important inferences may be drawn,
and upon them the most interesting opinions may be predicated. It has been their intention, however, to go no
further than was required by the resolution of the House, to avoid speculative opinions upon general subjects, and
to confine themselves to what they deemed practical objects of inquiry, which they settled among themselves pre-
vious to entering upon the investigation.

These objects seemed to divide themselves into two classes: those which related to the general management
of the bank and the conduct of its officers; and those which were connected with the question of a violation of
its charter. *

As to the general management of the concerns of the institution, among the points of inquiry which appeared to
be most immediately interesting, were those which related to the refusal of the bank and its offices to pay its notes
In specie, at any other place than that where they were made payable, and to the piactice of selling drafts on each
other.

It appears that the directors of bank, on its first institution, and up to the 28th of August, 1818, strenuously en-
deavored to redeem its notes at all its offices, indiscriminately, north of the city of Charleston. On the 7th day of
January, 1817, it commenced operations by discounting notes on pledged stock, and to stockholders only, and by
the issue of its bills. The officer then at the head of the Treasury Department had repeatedly urged the com-
mencement of operations, with the laudable view, as it appears, of hastening the redemption, by the State banks,
of their notes in specie. (Vide letters from the Secretary of the Treasury to the president of the Bank of the
United States, of 15th August, and 29th November, 1816, marked Nos. 1 and 2.) Efforts on the part of the Treasury
to induce the local banks to that measure appear to have been abortive, until the Bank of the United States made
certain propositions, which induced negotiations between it and the State institutions, which finally resulted in a
compact, contained in the resolutions’of the board of directors of the 81st of January, 1817, herewith submitted,
and marked No.3. And in order to exhibit how far the bank complied with the compact, a statement of the
loans made, and of notes issued, up to the 20th of February, 1817, is submitted, (marked No. 4.) |

It can be necessary only to refer to the state of the paper currency of the country at this period. The notes
of the State banks were variously depreciated; some as much as 20 per cent., while others were at a premium.
The excessive issue of paper by the local banks had caused an unnatural and artificial depreciation of such
paper, which required only time and moderate but steady reductions to restore, not to a uniform par, but to
its true value. Under these circumstances, the Bank of the United States had, on the last of February, 1817,
(vide statement marked No. 5,) $8,848,000 due to it from the State banks at Philadelphia, New York, and Baltimore.
With such a credit, constantly accumulating by the transfer of the Treasury funds, and by the payment of its second
Instalment in the notes of the State banks, it was in the power of the Bank of the United States to have coerced
the local institutions into a moderate and reasonable reduction of their circulating notes. An attempt to do so was
made by the compact, (No. 3;) and although the Bank of the United States appears to have been anxious to effect the
object, it did not persevere in this design. By its subsequent’ acts it improvidently afforded a temptation, to the
Western banks particularly, to extend their circulation of notes, by insisting on its branches paying out their own
notes in preference to those of the State banks, and on their delivering drafts on the Eastern cities, whenever it
could be done, to prevent the remittance of their own notes. The branch notes, and the drafts issued in conse-
quence of these instructions, were swept away by the facility of remittance thus unwarily given, as well as by the
ordinary balance of trade. A vacuum in the circulation was thus produced, which could be supplied only by the local
notes, which were readily received by the offices of the Bank of the United States, and were retained by them as
a fund upon which interest was charged to the State banks. The letter of the president (marked No. 6) exhibits
the course pursued by the bank in this respect.

The Bank of the United States received from the Treasury the notes of the local institutions, in many cases,
as special deposites, to be paid out in similar bills. From April, 1817, to this time, the amount so received
appears, from statemeut No. 7, to be $2,752,750, of which §87,341 continues on hand, leaving $£2,665,409 as the
amount voluntarily assumed by the Bank of the United States. The committee have not found any evidence of
the bank having attempted to oppress the State banks, either by wanton demands of specie, or by the rejection of
their notes. Much complaint has indeed existed, but, in the instances which have come to the knowledge of the com-
mittee, the State banks have been in the wrong, and some of them at the westward have refused the most equitable
propositions of the bank, and have met its demands for its just dues with complaints and reproaches. It was not
intended to trouble the House with any of the various letters which have passed on that subject; but as the presi-
dent of the bank transmitted a letter from the office at Charleston, exhibiting the conduct of the local banks in that
place, it is presented to the House, (marked No. 8.)

The committee are of opinion that, instead of conducting with the alleged rigor towards the State banks,
the Bank of the United States is liable to the more serious charge of having increased the amount of notes in cir-
culation, by its acceptance of them in those places where it was known they would not be redeemed in specie, and
by making them, in the manner before mentioned, the only circulating medium in that part of the country. Its for-
bearance to the State banks is vindicated on the ground of its being the only means to induce their resumption of
specie payments. This effect, if really owing to that cause, has been proved to have been but temporary; and ex-
perience has shown that, at the same time, or soon after the refusal of the Bank of the United States to receive
the notes of its offices, many of the State banks began to suspend and evade their specie payments.

So long as the notes of each office were payable at all the others, and the office issuing them was not exclu-
sively liable for their redemption, the discounts at those places, against which there was a balance of trade,
became larger in proportion to their indemnity against demands. As the notes of the offices were rapidly carried
off, the payment of these discounts were necessarily made in the notes of the local institutions; and thus it
was one inevitable effect of the old system to increase the debts of the State banks to the offices of the Bank of
the United States at these places. The demands of the bank were suffered to accumulate improperly, instead of
being gradually reduced, as specie was required at other offices, and in small quantities that would not have been
felt. Their reduction was not insisted upon sufficiently eaily; and when the bank began to call for specie, its
demands were so considerable as not only to expose the local banks, but the citizens in their vicinity generally, to
a very severe pressure.

By substituting the credit of individuals for the payment of the second instalment, which will be presently stated,
instead of coin or the notes of State banks, the Bank of the United States, in a great measure, deprived itself of
the early and prompt check which the possession of those notes would have afforded to the more extensive increase
of local paper. In July, 1817, the debts due from the State banks were reduced to §3,972,000, while the notes of
the Bank of the United States in circulation amounted to £4,754,000, by which it might have been subjected to
embarrassments arising from the calls of the local institutions. The committee think it evident, from this result,
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that the bank did not exercise with sufficient energy the power which it possessed, and might have retained, but
rather afforded inducements to the State banks to extend the amount of their circulating notes, and thus increased
one of the evils it was intended to correct.

In answer to an inquiry, addressed by the committee on this subject to the president of the bank, they were
furnished with his views, and a letter from the office at Boston, (marked No.9,)and were referred to a report of the
committee of directors on the 28th August, 1818, (marked No. 10.) These documents exhibit the reasons of the
bank for adopting the resolution of that date, by which the notes of the offices were refused acceptance. In the
letter of the Boston office, much stress is placed upon the large accumulation of paper and of drafts at Boston
issued by the Southern and Western offices; and this became an important object of inquiry. The books of the
parent bank do not furnish information respecting the drafts made by and upon the offices, excepting those which
were made on it; and the committee have not ascertained their amount, except at the offices in Baltimore and this
city. From the local situation of Baltimore, the statements obtained at that office (marked Nos. 11 and 12) may
be considered as furnishing sufficient proof of the correctness of the opinion expressed by the Boston office. To
the office at Boston its debt fluctuated between $34,000 and $215,000 until May last, since which it has been in-
debted to Baltimore from $500 to $57,000. Its debt to the office at New York has varied from 8100,000
to $1,947,000, and, until October last, it has generally owed that office more than §1,500,000; at that time, the
New York office was brought in debt to Baltimore, $97,278; its debt in November last was $10,948. The
explanation of these extraordinary reductions of the Baltimore debts is given from the circumstances of Treasury
drafts on the Vorth being delivered directly to the Baltimore office, or sent to it through the office at this city; and
by a check on New York for more than a million, given by the parent bank in payment of foreign bills of exchange,
hereinafter mentioned. The Baltimore debt to the parent bank has varied from $1,500,000 to $9,000,000, and
has generally exceeded $6,000,000. Notwithstanding these heavy debts to New York, Boston, and Philadelphia,
the drafts of the Baltimore office on those places continued uninterrupted and excessive in amount. That office
was originally supplied with notes to the amount of $872,000, and had returned to it from Philadelphia $1,697,000
in its notes; and yet it is stated by the teller that it never had a sufficient gquantity of notes to meet its demands;
that they did not remain twenty-four hours in the office, but were constantly remitted to the North, with the drafts
which it issued. And there can be no doubt, on a comparison of the statements referred to, connected with these
facts, that the drafts from Baltimore, given for the proceeds of notes discounted, were unwarrantably large, and
much more than the balance of trade required. In a letter of the president, dated June 27, 1817, to that office,
he observes: ¢ The directors, considering (among other things mentioned) the low state of the specie and individual
deposites at your office, and the magnitude of your discounts, and those at this bank, as well for Baltimore as this
place, and the very inadequate aud disproportioned amount of discounts to which the office at New York has been
restricted, in consequence of the daily and excessive drafts from your office and this bank, which has become the
subject of just animadversion,” direct that the then amount of discounts should not be exceeded. The same language
is held in other letters, (Nos. 13 and 14;) but it terminated in unavailing remonstrances. The Baltimore office
continued its drafts and its discounts, and drained the specie from the Northern offices. And such was the want of
firmness or of foresight in the parent board, that, after finding its repeated remonstrances disregarded, it never re-
moved one of the offending directors, and took no effectual step to control them, until the adoption of the general
resolutions of August 23, 1818, forbidding the offices to draw on each other.

The effect of these excessive drafts on the Northern offices was to compel the constant remittance of specie
there; to cripple them in all their operations; to limit their discounts to a trifling amount; to cause the reventue paid
there, and which would itself have been a capital for business, to be drawn southward: thus compelling them to deny
to the debtors of the Government any indulgence or accommodation in their payments; to bring those offices into
debt with the State banks; to produce a general depression of credit, and a severe piessure for money. Those
places were, in fact, made tributary to Baltimore, and all their means and energies were required to supply its ex-
travagant issues.

A sudden reduction of the Baltimore debt to the Northern offices appears to have taken place in March and
April last, and, within a few months past, those offices have been brought in debt to it. This is accounted for by
the cashier of that office, by saying that it arose principally from Treasury drafts, and by the sales of foreign bills
of exchange. Drafts were given by the Treasury in some instances, and to considerable amounts, directly to Bal-
timore, on the Northern offices; and, in other instances, such drafts went through the office in’this city. It is not to
be presumed that those drafts were given by the Treasury with a knowledge of all the circumstances, or with a view
to draw the revenue collected at the North to Baltimore, merely to aid that office in paying its debts. Yet such
was the effect; and although it enabled Baltimore to continue its large discounts, it impoverished the Northern offices,
and the cities where they were established were made to feel the pressure. The Baltimore debt to the parent bank
will be found to have regularly increased with the reduction of its debts to the other offices, until it remitted
$1,007,000 in bills of exchange on London, which remittance is connected, by the testimony of J. W. McCulloch,
Esq., with the negotiation explained in the letter of the president, (No. 15.) The loan which resulted from that ne-
gotiation was on a pledge of stock that had been pledged at Baltimore; the bank assumed it, and received the bills
of exchange, and paid for them by giving a check on the New York office for the amount, at the time the Balti-
more office was indebted to the parent bank more than six millions of dollars.

It might have been supposed that the pressure of the Baltimore office upon those more north was owing to its
being pressed by the Southern and Western offices. The fact will, however, appear, from the table No. 11, that
until September last, it was indebted to the office at Lexington; that the debts of Cincinnati, Chilicothe, and Louis-
ville to it were small in amount; and that the only office which has constantly owed it is New O1leans, and that not
to a large amount until lately.

From these facts, it would seem to result that the embarrassments of the Bank of the United States, in receiv-
ing the notes of all its offices, did not arise so much from the fair and ordinary balance of trade, which might have
been calculated and provided for, as from the excessive discounts granted at some of the offices, particularly Balti-
more and Philadelphia, and the drafts consequent upon those discounts, which were made upon the other offices.
From the correspondence of the bank with its offices, it is obvious that this was the opinion of the directors and the
officers; it is distinctly assigned as one of the grounds for refusing the notes of the offices in the report of the
committee, (No. 10;) and it is more strongly urged in the letter of the Boston office, submitted and adopted by the
president, (No. 9,) and is eloquently enforced in several of his letters.

This committee is not prepared to say that a uniformly equal currency could have been maintained by the
bank under the most auspicious circumstances; they are inclined to the opinion that such an attempt would be hope-
less; but they consider its abandonment at the time as having been produced by the causes before stated. The
efforts of the bank to meet the payment of its notes at all its offices north of Charleston were certainly great, and
particularly at New York and Boston, as will appear from the resolutions marked No. 16, and the account of specre
remitted, No. 17. The relinquishment of the attempt was involuntary and reluctant.
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From the testimony of the cashier and tellers of the bank, of the teller of the Bank of North America, and of
the cashier and teller of the office at Baltimore, it will appear very satisfactorily that the conduct of the bank and
that office, in adopting the new system of refusing the notes of the branches, was perfectly fair and equitable; that
the bank and the Baltmore office promptly paid and received all the notes of the other offices which they had paid
out previous to the change of system, whenever application was made for the purpose; and that in no instance have
they refused to do so. Injury, probably, was suffered by those who had received the depreciated notes in the usuval
course of business; but the committee cannot perceive how the bank could have changed its system in any manner
less injurious to itself, and less inconvenient to the public, than that which was adopted.

¥rom this change of system, which placed the notes of the offices on the same footing with those of the local
banks in their vicinities, resulted a greater difference in the exchange between the different parts of the Union.
The offices at New Orleans, Savannah, and Charleston had never been included in the plan of equalizing the cur-
rency. They had always been lett to their own discretion in receiving or refusing the notes of the other offices.
In May, 1817, the offices at Charleston and Savannah were authorized to draw on those at the North, at a premium.
In April, 1817, those at Lexington and Cincinnati were authorized to purchase bills on the Eastern and Northern
cities. In December, 1817, the Southern offices were authorized to draw at a premium on those at the North. In
October and November, 1817, the Western offices were authorized to draw at a premium on Philadelphia and the
offices south of it; and it appears the offices at Liexington and Cincinnati were, before February, 1818, in the prac-
tice of drawing on the Eastern cities. These facts show that the bank and most of its offices sold drafts upon
each other long before the adoption of the resolution of August 28, 1818, 1efusing the notes of the offices; and es-
tablish that, while the bank was attempting to equalize the cursency by the payment of its notes at all its offices
north of Charleston, it was, at the same time, selling drafts bety those offices at a premium. A system of
domestic exchange was adopted by the bank on the 18th July, 1817, (nfarked No. 18.) It contains some provisions
which appear exceptionable; but as the plan never was acted upon, it is not deemed necessary to notice them.

It has been impracticable for the committee to ascertain the amount or the rates of drafts sold by and upon
the offices. On examination of the books of the parent bank, it appears that drafts were sold by it on Charleston,
New Orleans, and Savannah, within a few days of each other, at very different rates; on one day at one per cent.,
and on another day at five per cent., on the same office. It would be in vain to account for these fluctuations.

However dangerous to the community may be the power of selling drafts in the hands of an institution whose
resources may be adequate to the control of domestic exchange, according to its inteiests or its caprices, yet the
committee cannot entertain a doubt that the bank possesses the power. Excepting the fluctuations before noticed,
the rate of premium has not hitherto been extortionate in any instance which has come to the knowledge of the
committee. The proceedings of the bank and its officers, and the reasons and views entertained by them, are ex-
l(libited i;l the report, (No. 18,) in the letter of the president, (No. 19,) and in extracts from his correspondence,

No. 20.

Various opinions are entertained on the expediency of the bank’s selling its drafts. While many suppose that it
would consult its own dignity and interest in refraining from the practice, and would receive an equivalent for the loss
of premium in the confidence and support of the commercial community by delivering its drafts gratuitously when it
was convenient to draw at all, others contend that the system of gratuitous drafts would open an avenue to favoritism,
and, at all events, would expose the bank to the charge in a greater degree than if it sold its drafts. Without express-
ing any opinion on these subjects, upon which the commercial community is much divided, and to which the atten-
tion of the committee has not been particularly directed, they content themselves with observing, that if drafts are
sold, they ought to be at fixed, known, and permanent prices, not exceeding the expense of transportation of specie,
or the fair agio of business. The want of these fixed prices in the bank and its offices appears to your commit-
tee censurable.

Connected with the subject of exchange, is that of dealing in the notes of the State banks. 1In a letter of the
president to the Charleston office, which received the sanction of the board of directors, (marked No.21,) an opin-
ion in favor of the legality and propriety of such purchases is expressed. No evidence, however, has been obtained
that they have actually been made. The practice, in the opinion of the committee, would be highly improper and
dangerous, and contrary to the spirit, if not the words, of the ninth fundamental article.

Among the resolutions of the directors are two on the subject of discounts, on a pledge of stock, (marked Nos.
22 and 23,) passed the 18th and 27th December, 1816. These resolutions obviously contemplate only discounts to
stockholders; and one avowed object was to facilitate the payment of the specie part of the second instalment, which
was ten dollais on a share, and to be paid by the 23d January, 1817. The loans were to be confined to the pro-
portion of the coin part of the second instalment, on the shares wkich had been subscribed at the places where offices
were then in operation~—New York, Boston, and Baltimore. The total amount of these loans, to pay the spe-
cie part of the second instalment, on the 20th of February, 1817, at Philadelphia, was $199,921 37, and at Balti-
more, at that date, it was S138,320.

The committee have not obtained information of the amounts at New York and Boston; but they are informed
by the officers of the bank, that the discounts at those places were to a very trifling amount, if any. The commit-
tee can see no reason to justify these premature efforts to aid the payment of the second instalment before it {fell
due, and before the experiment was made to ascertain how much could be paid in specie. Those efforts do not
appear to have been very successful, for $839,085 only was paid during the month of January, 1817, while
$1,078,319 was paid after that period, (the greatest proportion in May and June,) as will appear from an abstract
prepared by the committee, and now submitted, (marked No. 24.) The amount paid by checks also appears from
that abstract, the most if not the whole of which were to draw the proceeds of notes discounted for the purpose.
And it appears in many instances, particularly in one related in Mr. McEuen’s testimony, hereinafter referred to,
and in another referred to in the president’s letter of May 27, 1817, (marked No. 25,) that the directors did not
confine themselves to the amount prescribed in the resolution of the 27th December, (that is, to the proportion of
the coin part of the second instalment,) but discounted to the full par value of the stock which was paid for by the
proceeds of the same discounts; and the discount, the payment of the second instalment, the payment of the price to
the owner, the transfer and the pledge of stock, were, as it is termed, simultaneous acts. All the discounts on stock
after the 20th February, 1817, were made at the par value of the shares, which enabled the discounter not only to
pay the whole of his instalments, including the specie part and the funded debt part, but also to draw out of the
bank the amount which might have been paid in on his shares. It is alleged, in justification of these discounts,
that specie bore a very high premium, and that the bank could not have commenced business, unless that the mode
of obtaining the specie payment had been adopted. With respect to the price of specie, it appears to have been at
Philadelphia six per cent. on the 6th January, 1817, and about the same price in Baltimore, and that it had been
much higher. Admitting, however, that the price would have been much enhanced in consequence of its being
understood that the coin payment on the second instalment would be rigidly exacted, yet the committee cannot
perceive the justice of enabling some of the stockholders to evade that payment, and the consequent loss of the pre-
mium on specie, while the majority had been compelled to incur the same loss, in order strictly to comply with the law
and their engagements. Particularly unjust was it to those who resided at such a distance from the bank that they could
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not avail themselves of the privilege granted. And the injustice appears the greater, when it is known that the ex-
pense of the specie afterwards imported by the bank, in order to supply the deficiency produced by the evasion it had
authoiized, was assessed egually upon those stockholders who had neglected to pay, upon those who had already,
at a considerable loss, furnished their quota of coin, and upon the Government. §7,000,000 was the whole sum
required to be paid in coin; the specie pait of the first instalment, amounting to$1,400,000, was paid; of the
82,800,000, which was to have been paid at the second instalment, it is impossible to say what amount was actually
paid in comm. The statement before referred to (marked No. 24) will show the payment in coin at Philadelphia;
and abstract marked No. 26, [See No. 538, page 291,] will exhibit the nominal payments on all the instalments,
of which $13,872,610 was paid by the stockholders in funded debt, (cxclusive of the $§7,000,000 subscribed by the
Government,) instead of $21,000,000, which was requued by the law; and $14,100,167 was paid, as stated in the
abstract, in coin. But in that abstract a check on the bank, or on other banks supposed to pay specie, is deemed
a payment in coin; and as the payments on the second instalment continued to be made and received for six months
and more after it was due, and as, during that time, large discounts on stock were constantly made, it is obvious
that the abstract cannot be relied on as exhibiting the actual amount paid in specie; nor, on the other hand, could
the whole amount of the discounts on stock be considered as having been applied to the payment of the second in-
stalment. By statement marked B, referred to in the cashier’s answer, and by this committee marked No. 27, it
appears that the discounts on the 30th July, 1817, ou pledged stock, amounted to $8,046,932; of this amount a part
was applied to the payment of the third instalment, and a part was drawn out of the bank by the discounteis. A
large portion of 1t is believed, however, to have been used to pay the second instalment.

Of the $2,800,000 which was to have been paid at the third instalment, it is believed that a very trifling amount
was paid in coin, and as little of the funded debt; but that nearly the whole of both was paid by the proceeds of
notes discounted on the pledge of stock.

The total amount of specie imported from Xurope by the bank, since its institution to this time, appeats, by
statement marked No. 28, to be $7,311,750 53; the expense of which, including interest, premium, and £20,000
paid to the agent for going to Liondon, amounts to $525,297 38. The contract made for a part of that specie,
and the authority to Mr. Sergeant, the agent, are submitted, marked Nos. 29 and 30. To the reason urged by the
officers of the bank, that such was the scarcity of specie that it could not have been obtained, and that without
facilitating the payments, by making discounts, the bank could not have gone into operation, the committee observe
that they are at a loss to perceive how the simple act of discounting could make the specie more plenty; that if it
was not actually in the bank at the time of making these discounts, the checks of the discounters could not be
considered as equivalent to specie.

The amount of specie in the Bank of the United States in Iebruary, 1817, was §$1,724,109, £324,000 more
than the coin part of the first instalment, and which may fairly be presumed to have been received for the second
instalment. If, then, the checks of stockholders founded upon discounts were equivalent to specie, thev were by
them authorized to draw out of the bank the very coin which had been paid in by other stockholders, in order to
pay it into the bank again for their own benefit, and to complete the payment of the specie part of the second
instalment—an operation of more potency in creating specie than was ever ascribed to the fabled finger of Midas.
The general statement in February, 1817, shows that the total amount of bills discounted was $2,930,067, making
an excess of 81,205,958 of discounts over the specie in the bank; from which it would result that the checks for
the proceeds of those discounts were not 1n all cases equivalent to specie.

As to the difficulty of the bank going into operation without those discounts being made to facilitate the payment
of the second instalment, it is not perceived how that measure removed the difficulty; for it is obvious that it did
not add a single cent to the specie in the vaults of the institution. What other difficulty than the want of specie
the bank had to encounter is not known, as all other obstructions seem to have yielded almost without an effort.
The effect of those discounts was very obviously to enable those who had made large purchases to retain their
stock without paying for it, and to derive a benefit from its probable advancement in price. Had the bank rigidly
required the payment of the instalments, the large stockholders must have sold that portion of their shares which
their real means did not enable them to hold. Or, if the bank had not exacted the instalments, and had not
afforded the means of substituting credit for payment, the stock would not have advanced materially in price, and
the large holders of it would have had no inducement to retain 1t. In either event, a more equal diffusion of the
shares would have been the consequence, and it would have reached the hands of solid capitalists, who would have
held only what they could pay for. It is believed that the loss of the dividends, and the liability to pay interest on
the instalments due, would have been sufficient to compel even the stock-jobber to sell. Although, if those discounts
had not been made, the immediate profits of the bank would not have been so large, yet it would not have had an
unwieldy capital to manage; it could have proceeded gradually, growing with the growth and strengthening with
the strength of the nation, as it emerged from the evils of the flood of paper issued by the local institutions. The
bank could have felt its way, and increased its means with the increasing demands of the country. Such a cautious
proceeding would have enabled it to repnder invaluable service in checking the issue of State banks, and bringing
them to the alternative of avowed bankruptcy, or to the permanent resumption of specie payments. The evil of
the country was the immense amount of bank notes and credits; the Bank of the United States increased it by its
credits to stockholders. That course did indeed enable the directors to declare a large dividend; but that the
apparent prosperity was temporary and fallacious, is demonstrated by the recent dividend of two and a half per cent.

It might have been supposed, as it has been urged, that the discounting on stock was the only means in the
power of the bank to enforce the payment of the second instalment. It is believed that the engagement on the
part of the stockholders could have been enforced without difficulty by the courts of law. Decisions to that effect
have been made in the courts of the States of Pennsylvania, Massachusetts, and New York; and when the stock-
holder’s note was taken without an endorser, or any other collateral security but the pledge of the stock, it is not
perceived how his legal liability was increased. In the sale of the stock pledged there was indeed a prospect of
indemnity, which depended, however, wholly on the price of shares in the market. The same circumstances that
prevented the actual payment of the instalment would have interposed, it is presumed, to obstruct the liquidation
of the note given n lieu of it; and, in the emergency which would have compelled the bank to reduce its discounts,
it would most probably require a good price for the stock; and the very necessity of the times which would force an
unusual quantity of it into the market would probably defeat the object of security. In fact,a large part of the amount
thus discounted was not paid at the maturity of the note, (vide statement No. 27,) but was renewed. Of the still
larger proportion which appears from that statement to have been paid, it 1s wholly impossible to determine what
part was converted into notes on personal security, or what part assumed the new shape which was given to notes
discounted on pledged stock after the 20th Febiuary, 1817. It ought to be remarked, that many persons, after
finding the disposition of the board, obtained discounts, who were perfectly prepared to pay, and would have paid
their instalments, if the inducements to credit had not been offe1ed them.

Had the bank resorted to its remedy through the courts to obtain the payment of the second instalment, it
would probably have obtained something from the stockholder; it could have lost nothing, and, at all events, it
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would have saved the dividends upon the delinquent stock. But, by taking the note of the owner, it admitted that
the instalment was paid, and abandoned the means of coercion given by the charter, in withholding the dividends,
and obtained nothing: it did not increase the responsibility of the stockholders, while 1t exposed the bank to the
certain loss of the dividends, and to the chance of loss, if the stock should be forced into the market in large
quantities.

The committee are of opinion that the resolutions, and the practice of discounting, before mentioned, were
incorrect; that they were particularly objectionable, from their partial operation in affording facilities to some
stockholders, which could not be enjoved by those residing at a distance; even at Richmond, the stockholders made
their payments for the second dividend in funded debt, and in coin which probably was purchased at a premium.
The committee find it difficult to reconcile these resolutions with the views proposed in their adoption, and are
satisfied that they weie connected intimately with the measures calculated to affect the price of stock, and
particularly with discounts of a similar character soon after made.

One of the acts obviously intended to give the bank stock a high price in the European market was the
establishment of an agency theie to pay the dividends. On the 28th November, 1816, a resolution was passed by
the casting vote of the president, and against the report of a committee which had been appointed to consider the
subject, authorizing John Sergeant, Esq. to make arrangements in Europe for the payment of the bank dividends
at the par of exchange, and at the risk and expense of the bank. Such anarrangement was made, by which it was
stipulated to make the payment six months after the dividends were declared. The papeis on this subject are
marked Nos. 39, 40, and 41. How far it was objectionable thus to afford inducements to foreigners to become
interested in our stock, and semi-annually withdraw from the country the amount of the dividends, the committee
do not undertake to decide, as they consider it one of those general and abstiact subjects to which the resolution
of the House does not direct their attention. But thus to compel American stockholders and the Government to
contribute to the possible loss of paying the dividends to those abroad, appears to be unjust. The nearly equal
division of the directors on this important subject, and the able reasons assigned in the report of the committee
against the measures, ought at least to have prevented the precipitate adoption of the resolution; and when the
committee find among the eleven who voted in the affirmative the names of some directors who have been
constantly and largely engaged in the purchase and sale of stock, and that of the ten who voted in the negative
not one has been ascertained to have dealt in those transactions, they are almost irresistibly impelled to the
conclusion that the measure was adopted more with a view 10 enhance the price of shares than for the permanent
benefit of the institution.

The practice of discounting on stock to the full amount paid upon the shares appears to have commenced early
at the parent bank under the fourth by-law, which is similar to the fifteenth regulation for the government of the
offices, both of which were adopted at the commencement of the institution. They authorize discounts without an
endorser on the stock of the bank, on the funded debt of the United States, or such other property as shall be
approved, when pledged to an amount sufficient to secure the payment of the note. By a statement referred to in
the cashier’s examination, (No. 27,) it appears that the total amount of discounts on pledged stock up to the July 30,
1817, was $8,046,932 64, of which there had been paid at that time $2,815,665 04. These loans, it is presumed,
were made chiefly at Philadelphia, as the Baltimore loans on stock had not commenced to a large extent at that
time. On the 25th July, 1817, a resolution (marked No. 31) was adopted, authorizing the offices to discount notes
secured by a pledge of bank stock or funded debt, with a recital that it might be desirable to many persons to obtain
teraporary loans on such pledges; and a form of the pledge was directed to be transmitted, (marked No. 32.) These
notes had no endorser, and the discount was in fact made upon the credit of the stock; for, by a resolution of the
30th September, 1817, (marked No. 33,) the president and cashier were authorized in all cases to renew those
notes when they fell due between discount days; and by the resolution of November 6, 1818, (marked No. 34,) the
president and cashier were authorized in all cases, when required by the party, to substitute the note and hypotheca-
tion of the person to whom stock might be transferred, and on which loans at par had been made.

By the resolution of 26th August, 1817, (marked No. 35,) discounts to stockholders were authorized at $125
per share, upon presenting collateral security for the §25. The provision requiring an endorser or collateral secu-
rity for the excess above the par value was in many instances, and to very considerable amounts, effectually evaded
by some of the largest berrowers becoming endorsers for each other. The alleged reasons for the resolution are,
that bank shares had been discounted upon at $120 by the local institutions in New York; and that it was neces-
sary in order to employ the capital, which had been increased beyond the ordinary means of using it advantageously,
by the redemption of eleven millions of the public debt. The practice of other banks would not, in the opinion
of your committee, afford any justification of the measure; and when that practice was to be urged as a reason, the
directors ought at least to have been correctly informed of the fact. The committee addressed inquiries to the
several banks in the city of New York; and, from their answers, it appears that in two or three instances only dis-
counts have been made on the bank shares; that those notes never were renewed; and that in no instance has any
bank there discounted on the shares of the Bank of the United States above their par value. And although pains
have been taken to ascertain the fact, no evidence has been discovered of any other bank having made discounts
on stock above its par value.

"The redemption of the eleven millions of public debt was effected by the application of that amount of deposites
to the credit of the Government then in the vaults of the bank. Much unfounded and unnecessary complaint
appears to have been made by the officers of -the bank against this very prudent measure. That it disappointed
the expectations of those who calculated on receiving interest from the Government while they discounted on its
money, is very probable and very natural; and it is not surprising that some expedient should have been resorted
to, in order to supply another equivalent source of profit. But there were other resources besides the stock of the
bank. The Government stock was better security; and although it was uniformly above par, the directors seem
never to have thought of discounting upon it above its par value. They began by rating it at §90 for "every
$100, while they were discounting on their own shares at par. By a resolution passed 20th May, 1817, (marked
No. 37,) the Government stock was rated at par, and soon after bank shares were discounted upon at $125 for
every $100, with an endorser for the excess.

The committee are surprised to find so little good paper business done at the bank and its offices, where it was to
have been reasonably expected that the merchants would have preferred transacting their business. The directors
themselves avow that they uniformly gave a preference to stock notes over business paper; their reasons are con-
tained in their examinations. But when the complaint is that the bank had more capital than it could emplay, it
is singular that any business paper should have been rejected. In July, 1817, that kind of paper to the amount of
about $940,000, and in August to the amount of about 493,500, was rejected at Philadelphia; and at Baltimore,
in July about $407,000, and in August about 183,000, was rejected. These sums are not precisely accurate,
but are sufficiently so for general views. Whether this paper was such as ought to have been rejected, the com-
mittee have no means of determining. The amounts rejected are probably not more than might be expected
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from a bank doing business on such an extensive scale at any other time than when it was anxious to employ its
capital. Not an instance has occurred of a note secured by the pledge of stock being rejected.

On the 9th January, 1817, the board resolved (paper marked No. 36,) from and after the 20th February then
next, and to the Ist of July, to discount notes to those who should have revenue bonds to pay during that period.
The amount done under that resolution was small, and it does not appear that such notes have at any time been
discounted extensively.

The principal business of the bank certainly has been to discount on notes secured by a pledge of stock under
the various resolutions before recited. Their effect was to abandon all personal security, and to rely entirely upon
the stock pledged—a system which, your committee think, need only to be stated to insure unqualified reprehen-
sion. Besides the objection which arises from these loans being in their nature perpetual after all personal security
was abandoned, it appears to have been an act of self-immolation thus to place beyond the reach of the institution,
in the event of an emergency to which it and all others are liable, so large a portion of its loans. On the 20th
October last a statement was made exhibiting the amounts discounted on notes secured by a pledge of the bank
stock, and then remaining unpaid at the following places: at Philadelphia $4,680,800, of which $173,450 was
above the par value; at Baltimore $2,402,435, of which it cannot be ascertained what proportion was above
the par value, but®it is believed to have exceeded $500,000; at Charleston $897,429, of which $2,000 was above
par; at Washington $298,570, of which but a small amount was above par; at Richmond $209,840, and none
above par. There are no accounts from the other offices, the directors having required statements only from those
whose discounts on stock exceeded $§100,000. A statement has been furnished by the bank of the amount dis-
counted at the above places, and remaining unpaid at this time, (marked No. 42,) which differs somewhat, but not
materially, from the statement made in October last. By that statement the total amount of discounts at the bank and
at those offices on pledged stock is $8,022,954; and by the general statement on the 1st December last, the total
amount of such discounts at the bank and all its offices is §8,934,712; the difference between which sums'is the
amount discounted at all the other offices not above enumerated. The committee have compiled a statement,
(No. 43,) which exhibits, among other things, the total amount of discounts at the bank and all its offices at differ-
ent periods, on personal security and on pledged stock; from which it will appear that the largest amount discounted
on bank stock was in January and February, 1818, when it was $11,244.,514.

From this recital it will be apparent how large a portion of the capital of the bank was thus placed beyond its
control. Although there have been some fluctuations in the amounts of those discounts at different periods, yet the
greatest part of them, (indeed the whole, with but few exceptions,) have been constantly renewed from time to time,
as the notes fell due—In many cases at four and six months. Indeed, every subsequent act of the bank has been
wholly at war with the profession of these loans being temporary, held out in the recital of the resolution of 25th
July, 1817, (marked No. 31.) And in order to insure the greatest amount of such loans, and at the same time
afford facilities to the prompt purchase and sale of stock, the directors, on the 8th of August, 1817, passed a general
resolution authorizing the president and cashier to discount all stock notes that should be offered between discount
days to a certain amount, and, by various resolutions adopted at different meetings until 7th September, appropri-
ated $2,000,000 to their disposal for that purpose. The papers referred to are marked No. 44; and on the 30th
September, 1817, the resclution already referied to (marked No. 33) passed, authorizing those officers in all cases
to renew the stock notes as they fall due between discount days.

Another, and probably much more censurable, effect of these various resolutions and proceedings, was to keep
the price of the stock constantly advancing, until it reached a point where it exploded and fell. From various
sources of information, the committee have compiled a table of the prices of stocks at the different periods when these
resolutions were adopted, (marked No. 45,) from which their effect in enhancing the price of shares is very clearly
exhibited. It will appear from that table, that the price of shares at Philadelphia on the 20th of August, 1317,
was, according to the public reports, $147 50; according to the testimony of McEuen, a broker, it was §144; at
the same place, on the 30th of the same month, the price was §156 50. 'T'he resolution authorizing discounts on
stock at §125 was passed on the 26th of the same month, (v:de No.35.) These facts would, in the opinion of your
committee, be sufficient to condemn a system which thus enabled a stock-jobber to sport with the property of others.
Stock-jobbing to an immense extent, and wagers on the price of shares, were its inevitable consequences. It gave
equal facilities to the bankrupt, who had not credit enough to obtain an endorser, and to the capitalist. Stock
could be, and was, purchased without the advance of a cent by the purchaser, who had only to apply to the direc-
tors, or to the president and cashier between discount days, for a loan on the shares about to be bought, and, by
what is termed a simultaneous operation, he obtained his discount, and with it paid for his stock. A rise in the
market would enable him to sell his shares, pocket the difference, and commence operations anew. And the com-
mittee are compelled to state, that in fact the largest loans on pledged stock were made to brokers and to individ-
uals who appear to have been constantly in the market. Loans on stock, at a rate below its par value, may, un-
questionably, be useful to the merchant, who would avoid the obligation imposed by requesting an endorser; and
would be highly beneficial to the bank, when restrained within moderate limits, and not made permanent. But the
loans actually made were (most of them) unreasonable and excessive in their amount; they were not made to the
merchant and trader, but to a few persons consisting of directors, brokers, and speculators; and have been 1enewed
and continued, almost invariably, at the option of the borrower. And when in July last the board directed a curtail-
ment of its discounts, it fell in almost all cases on the business paper; while the immense amounts loaned on stock
pledges were but little affected, excepting at the offices at Richmond and Washington, where the curtailment
appears to have fallen equally on all the notes. But the discounts at those places on stock were very small, par-
ticularly when compared with Baltimore, where the loans were such, and so long continued, as to receive the ani-
madversions of the parent board.

An unwillingness to injure the private credit of those engaged in the above-mentioned transactions, where no
public good is perceived to be probable from the disclosure, induces the committee to withhold the mention of their
names. But, in respect to the directors, the committee consider their conduct intimately connected with the gene-
ral management of the concerns of the bank; and under a sense of the duty devolved upon them, they state that
many of the directors, as well those appointed by the Government as those elected by the stockholders, appear to
have been the most forward and the most active in trafficking in stock. The mere purchasing shares with an in-
tention to retain them would not be improper even in a director, if made without any view to intended future pro-
ceedings of the board of which he was a member. But the practice of purchasing at one time, when the stock
was low, and selling at another, after its price had been enhanced by the measures adopted by the directors, 1s cer-
tainly unfair and censurable. It is the perversion of a public and honorable trust to the purposes of self-aggran-
dizement, and places the directors in a situation where their own interests afford a strong temptation to the abuse
of that trust. Still more reprehensible is the conduct of those directors who made contracts for the purchase of
stock deliverable and payable at a future period at a low rate, and, during the intermediate time, by their own offi-
cial acts, raised the price of the stock to its highest point. The committee do not deem it necessary to repeat the
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details which will be found in the examinations of the directors and officers, herewith submitted, (Nos. 52 and 53.)
By comparing these examinations with the prices of stock hereinbefore referred to, the House will be enabled
to perceive which of the directors have participated in this business. With respect to the public ditectors, con-
sidering them public officers, responsible to the Government, and subject to the constitutional power of this House,
the committee deem it their duty to sfate that the president, William Jones, Esq., and George Williams, Esq.,
appear, from their own declarations, and from the testimony of a number of witnesses, to have been deeply concerned
in these speculations. Mr. Jones appears to have purchased 1,055 shares at a high rate, and to have sold a large
part of them at a loss. He states that, in the summer of 1817, he purchased a contract of 1,000 shares, at $132
per share, deliverable 2d of January, 1818, and soon after another contract for 1,000 shares, deliverable in Novem-
ber following, at $§185 per share; both of which, he says, were sold at §150 per share: from which two contracts it
would appear he realized $33,000. Much ambiguity rests on these transactions, arisingfrom the incompatible state-
ments of Mr. Jones, Mr. George Williams, Mr. Dennis A. Smith, and Mr. James W. McCulloch. The three latter
gentlemen appear to speak of the same contracts and purchases, but give accounts of them somewhat variant from
that of Mr. Jones. Particularly, Mr. Dennis A. Smith and James W. McCulloch speak of one of those contracts,
or of some other, as having been presented to Mr. Jones, gratuitously, after the stock had risen, and it was obvious
that a profit would be realized, of which Mr. Jones makes no mention. Mr. Jones states that he sold both those
contracts to D. A. Smith; Mr. Smith says he was one of the persons who made one of the contracts a present to
Mr. Jones; that the stock never was transferred,”and that the profit, amounting to $15,000, was paid to Mr. Jones
in money. Although the precise time is not specified by Mr. Jones, yet it is obvious, from the rates at which the
contracts were purchased, that it must have been some time anterior to the 26th of August, 1817; for at no time
after that period, during the year 1817, was stock so low as $135. That the resolution of that date, authorizing
discounts onstock at 25 per cent. above its par value had an immediate effect on its price, will have been seen from
a former part of this report.

The committee do not hesitate to say that, although his motives may have been strictly correct, and his vote
given without any reference to his private interest, yet his situation forbade his acting on a question whose result
was so important to him; or rather, that he ought never to have placed himself in that situation. The high trust
reposed in "the president of a national bank, by the Government and by the representatives of the stockholders,
required that he should abstain from all concerns in which the price of stock was material. Mr. Jones appears to
consider those transactions as lawful private concerns; the committee deem them intimately connected with the
public management of the institution. Of theirlawfulness and propriety it is for the House to judge.

Mr. George Williams, another public director, appears to have been deeply concerned in the puichase of
stock, and in the making and purchase of contracts for the delivery of stock, to a large amount. Every witness
that has been examined speaks of Mr. Williams’s transactions in that respect. Mr. Williams himself declined
stating the amounts and prices at which he purchased; and the committee did not think proper to insist upon his
answers, as they had already obtained satisfactory information respecting his conduct, and examined him chiefly
to give him the opportunity of making such explanations as he thought proper, of which he was advised at the
time. With respect to the other public directors, Messrs. Pierce Butler and John Connelly, it satisfactorily
appears that they were not in the least concerned in these stock-jobbing transactions. And, with respect to Walter
Bowne, although his residence in New York did not give the committee the same means of information, yet no
evidence has been discovered to implicate him.

Jonathan Smith, Esq., the cashier of the bank, has had considerable dealings in the purchase and sale of stock,
and in making and purchasing contracts for its delivery at future periods. This remark is applicable to James W.
McCulloch, Esq., the cashier of the office at Baltimore, to a much greater extent. Although those gentlemen might
have no direct agency in the measures which were to affect the price of stock, yet the influence of their stations
ought to be great; and it is to be lamented that they should have placed themselves in a situation where the exer-
cise of that influence might be ascribed to improper causes. With respect to the other directors, their examina-
tions will enable the House to determine how far they have mingled in these transactions.

Besides the objection which has already been urged to the resolution of the 8th of August, 1817, authorizing
the president and cashier to discount notes, as being connected with a series of proceedings evidently calculated
to enhance the price of stock, By affording facilities to the making prompt purchases, it is still more objectionable
as being a delegation of power which, in the opinion of your committee, the directors had no right to grant; and,
when connected with the power also given them of indefinite and unlimited renewal of stock notes, it was placing
the great bulk of the capital entirely within their control. The same practice appears to have been almost uni-
versal at the office in Baltimore, where the president and cashier, as appears by their examinations, have, under the
authority of the board of directors at that place, always discounted notes without an endorser, secured by a pledge
of stock. As they were not restricted by the board, they appear accordingly to have exercised the power to a
very considerable extent. Still more reprehensible, in the opinion of your committee, Is the practice at that office
of allowing the president and cashier to purchase or discount drafts and bills payable from sight to sixty days,
because in such discounts the personal security is the most important circumstance. It has been done to a very
large amount, although no loss appears yet to have accrued. At Richmond, an equally improper delegation of
power to the cashier appears to have been granted, in authorizing him to discount notes on pledged stock at sixty
days, and afterwards a similar authority to discount at four months. After an experiment of three weeks, the
directors of that office had the wisdom to abandon it. (Vide papers No. 46.) A.t the office in this city the power
has been discreetly limited, and as discreetly exercised.

Two by-laws of the bank seem to your committee to deserve notice: one of them, that no discounts shall be
made without the consent of three-fourths of the directors present; and the other, that no director shall, without spe-
cial authority, be permitted to inspect the cash account of any person with the bank. Those by-laws appear to
render nugatory the provisions of the charter authorizing the appointment by the Government of one-fifth of the
whole number of directors, anc-are different from the provisions, in that respect, by the former Bank of the United
States, although most of the local banks in Philadelphia have similar regulations. Should a state of things exist
in which the stockholders should deem their interest hostile to that of the nation, such provisions‘as these stated
would render the Government directors mere spectators of the proceedings of the board.

The committee endeavored to obtain a statement of the shares upon which the instalments had not been paid,
and of the persons owning them. The officers of the bank satisfied them that, from the irregular manner in which
the accounts of the payments had been made, it was imnossible to obtain an accurate statement. But the fact is
admitted that the dividends have been paid to some delinquent stockholders, who are few, and to whom but a small
amount of stock belongs. The dividends have been uniformly paid to those stockholders whose notes were dis-
counted to the full par value of the stock, with the proceeds of which they paid their instalments, including the
funded debt part as well as the specie part. The injustice of this proceeding towards those who had really paid
their instalments according to their engagements, and who received no more benefit {rom these payments than those

stockholders who substituted their stock in place of specie and funded debt, is most obvious. The stock that
40 C
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had really never been paid for, but which remained pledged for the very credit given it, was entitled to draw, and
did draw, as much dividend as that which had been fairly and punctually paid.

The 100t and source of all these instances of misconduct was the illegal and reptehensible division of the stock.
By the first fundamental article of the charter, no person, copartnership, or body politic, shall be entitled to more
than thirty votes; and yet, in violation of this provision, it will appear, from the testimony of Thomas Leiper,
George Williams, Dennis A. Smith, and James W. McCulloch, that it was a common and general practice, well
known to the judges of the election and to the directors, to divide shares into small parcels, varying from one to
twenty shares to 2 name, held in the names of persons who had no interest in them, and to vote upon the shares
thus held, as attorneys for the pretended proprietors. By some of the witnesses it is avowed that the object was to
influence the election. Mr. Letper, one of the judges of the first election, states that he did so himself. The effect
was, that Baltimore, which bad about one-seventh of the shares owned by individuals, gave more than one-fourth of
all the votes that could be given. In that place there were 1,172 shares taken in 1,172 names, by George Wil-
hams, as attorney, the whole of which, it appears from his examination, he owned. At Philadelphia nearly one-
third of the shares sere owned, and the votes given at that place were about two-ninths of the whole authorized.
For a moie particalar knowledge of these divisions of shares, the committee refer to the statement, herewith submit-
ted, (marked No. 47.) They are not aware that any remarks which could be made by them could present the subject
in a stronger hight than the above statement of facts. The same persons who thus held the power of appointing
directors are found to have the greatest loans on stock. 1t is alleged that they have now consolidated the shares;
but, when occasion shall require their division, former practice will facilitate the operation. In the opinion of the
committee, it is the greatest evil in the whole system, and is the origin of all others. So long as the large stock-
holders can control the choice of directors, so long can they hold and acquire immense amounis of stock, by the
proceeds of notes discounted on the shares; and so long as they can obtam such discounts, they can control the elec-
tion of directors. The system places the property of the other stockholders and of the Government, the credit of
the bank and of individuals, and, in a measure, that of the nation, at the mercy of a few large stockholders, who,
without having really contributed to the wealth or the value of the institution, have the control of its concerns. It
requires a corrective; and the committee are of opinion that it is in the power of Congress to pass a supplementary
law, not contrary to, but in suppoit of, the provisions of the charter, and to give it the true and real effect originally
contemplated; and they have instructed their chairman to ask for leave to report a bill prepared for that purpose.

The committee deem it their duty also to submit to the House a resolution (marked No. 48) authorizing a dis-
count of a note for $20,000 at sixty days, and directing that the discount should be paid in a post note, drawn pay-
able at sixty days after date. It 1s stated by the cashier, in his examination, that that post note was made payable
in Philadelphia. They find also a resolution, of the 30th January, 1817, (No. 49,) expressly authorizing the office
at Baltimore to grant discounts to the amount of $100,000, to be paid in post notes at sixty days date. There is
no doubt entertained that this was done at Baltimore, from its subsequently asking permission to do more; although,
from the manner in which the books of that office are kept, it would be difticult to ascertain the fact. The only
circumstance which throws any doubt on these transactions being deemed usurious is, that, instead of exacting more
than lawful interest, the bank has charged and received interest on money that it never loaned. Not being drafts
on other offices, they cannot be considered as exchange operations. As the parties have a remedy in the courts of
justice for any injury they may have sustained, the committee do not deem it necessary to recommend any provi-
sion on the subject.

Under the resolutions authorizing discounts on pledged stock, a form of pledge was adopted, (marked No. 23, a;)
and under the resolution of July 25, 1817, another form was adopted, (marked No. 32;) both of which were used by
those obtaining loans. Although the latter form is in the shape of a mortgage or hypothecation, yet the equitable
interest in the stock was in the bank. It might be questioned whether a stockholder could vote upon his shares
which had been actually transferred in that form. It does not appear that any objections have been made to such

votes, but that they have been received without scruple.
It will be found difficult to reconcile with the ninth fundamental article of the charter a resolution of the 24th

June, 1817, by which the board resolved to purchase two millions of public debt, as the agent of the Commissioners
of the Sinking Fund, and to deliver it to them at par. That resolution, and a letter of the president of the bank,
announcing its purchase, with a statement of its cost, are submitted, (marked No. 30, a, b, ¢.) From these it will
appear that the bank had sold two millions of its debt in England, with which to purchase specie. The Secretary
of the Treasury claimed the right to redeem it, under the provisions of the charter; and, after some negotiations,
a compromise was effected by the bank undertaking to purchase two other millions, in lieu of that sold, and to deljver
it at par. The idea of its purchasing as the agent of the commissioners is exploded, when it is discovered that the
stock cost it $2,054,264 26, which it was bound to deliver at par, by which a loss was produced of $54,264 26.
It would be a novel idea that a mere agent was to do the business of his principal, solely at the expense of the agent;
and it is obvious, fiom the whole transaction, that the purchase was really on account and for the benefit of the bank,
to enable it to maintain its faith with the purchasers of the debt sold in England. The apology for the bank is, that
it was done under the sanction of a high officer of the Government; and, although the committee feel bound to say
that it was a violation of the article before quoted, yet, under all the circumstances, considering that it was done in
good faith, they do not themselves think it such a violation as requires the interposition of Congress.

On the subject of the facilities furnished by the bank to the Government, in the transmission and collection of
the public revenue, and its fulfilment of its engagements in discharging the duties of commissioners of loans and
agents for military pensions, the accompanying letter of the Secretary of the Treasury, (marked No. 51,) shows that
its conduct has been satisfactory.

There appear to have been some contentions between the parent board and some of its offices, but the com-
mittee have not deemed them sufficiently connected with any practical objects of inquiry to justify their going into
the merits of those controversies, which would be a work of much time and labor, and would not repay the trouble;
and it would be unjust to make any statement respecting them, without making it in detalil.

In order to give to this House full information of the state of the bank since its Institution, a statement
exhibiting its condition at different periods, (marked No. 43,) and various tables and statements compiled by the com-
mittee, or by them verified, are submitted; among them will be found statements of notes issued payable at each
office, and of notes returned to the offices, respectively; reports of the committee of directors previous to each
dividend; a complete list of the stockholders of the bank; No. 1 exhibiting the names of those who were such at
the first dividend, with their places of residence, and the number of shares held by them, respectively, at that time,
and at each subsequent dividend; No. 2 exhibiiing the names of those who became stockholders after the first
dividend; and No. 3* exhibiting those who became stockholders after the second dividend; together with a list of
those who hold shares as attorneys for others. Other letters and miscellaneous documents, not specially referred to

in the preceding part of this report, but elucidaung the facts stated, will also be found.
Statements obtained from the offices at Richmond and this city are also submitted, which will show that the

* These lists, being voluminous, are omitted.
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affairs of those offices have generally been conducted with prudence and ability, and that every effort was made by
them to execute the directions of the parent board in 2 manner the least inconvenient to their customers.

In considering the question, whether the charter of the bank has been violated or not, the committee have
thought that the expressions used mean whether, in any instance, the provisions of the charter have not been
complied with. 'There may be many violations of a charter which would not be considered by a court of law as
producing a forfeiture. The principle on that subject, the committee believe to be this: those acts of usurpation
of powers not granted, of misuser and of non-user of those granted, which defeat the very objects of the institution,
as expressed in the charter itself, would produce a forfeiture; and that all other instances of abuse of the powers
granted, or of usurpation of powers, must be punished and restrained either by the ordinary process of mandamus
and quo warranto, or by other means than a dissolution of the corporation. The committee think they are 1equiied
by the resolution to report all instances of a violation of the provisions of the charter which have come to their
knowledge, but they do not consider themselves called upon to state which of them would, in their opinion, pro-
duce a forferture, or any other legal consequences. And one inducement to this construction of the resolution
arises from the consideration, that if they were 1o confine themselves only to those violations which would produce
a forfeiture, and they should give a mistaken or incorrect opinion that the chaiter had not been violated so as to
induce a forfeiture, the House might, under a strict construction of the act, be precluded from expressing any other
opinion, and from directing the proceedings contemplated by it; whereas, by reporting all instances of violation
that have occurred, without reference to their technical character, the House is left free to pursue any course it may
judge proper. lIn speaking, therefore, of violations of the provisions of the charter, the committee wish to be
understood as not expressing any opinion whether such violations would enure a forfeiture or not. They present
the facts, and the House will determine whether, under those facts, it be or be not expedient 1o direct the issuing a
scire facias, to ascertain whether the violations are such as to cause a dissolution of the corporation.

The committee, then, are of the opinion that the provisions of the charter of the Bank of the United States
have been violated in the following Instances:

1. In purchasing two millions of public debt, in order to substitute them for two other millions of similar debt,
which it had contiacted to sell, or had sold in England, and which the Secretary of the Treasury claimed the right
of redeeming. The facts on this subject, and the views of the transaction entertained by the committee, have been
already given.

2. In not requiring the fulfilment of the engagement made by the stockholders, on subscribing, to pay the second
and third instalments on the stock in coin and funded debt. The facts on this point are fully before the House, and
they establish beyond all doubt: 1st, That the directors of the bank agreed to receive, and did receive, what they
deemed an equivalent for coin, in checks upon, and the notes of, the bank and other banks supposed to pay specie.
This substitution of any equivalent whatever for the specific things required by the charter was in itself a departure
from its provisions; but, 2d, The notes and checks thus received were not in all cases equivalent to coin, because
there was not specie to meet them in the bank. 3d, That notes of individuals were discounted and taken in lieu of the
coin part of the second instalment, by virtue of a resolution for that purpose, passed before that instalment became
due. 4th, That the notes of individuals were taken in many instances, and to large amounts, in lieu of the whole
of the second and third instalments, which notes are yet unpaid.

3. In paying dividends to stockholders who had not completed their instalments, the provisions of the charter
in that respect were violated. \

4. By the judges of the first and second elections allowing many persons to give more than thirty votes each,
under the pretence of their being attorneys for others in whose names shares then stood, when those judges, the
directors and officers of the bank, perfectly well knew that these shares really belonged to the persons offering to
vote upon them as attorneys. The facts in relation to this violation are in the possession of the House, and establish
it beyond the reach of doubt.

The committee are of opinion that no other instance of a violation of the charter has been established.

In closing this report of a most laborlous investigation, the committee observe, that, whatever difference of
opinion can exist among them as to the results and inferences to be drawn from the facts stated, they unanimously
concur in giving to the preceding statements of facts, and abstracts of documents, their sanction. They have not
recommended the adoption of any irnmediate measures to correct the many evils and mischiefs they have depicted,
excepting that of the bill before mentioned, because, by the provisions of the charter, the Secretary of the Treasury
has full power to apply a prompt and adequate remedy, whenever the situation of the bank shall require it. And
if, after the stockholders have become acquainted with the mismanagement of the institution, they shall adopt no
means to prevent its continuance, or the directors themselves shall persist in a course of conduct requiring correc-
tion, the committee cannot entertain a doubt that the salutary power lodged in the T'reasury Department will be
exerted as occasion may require, and with reference to the best interests of the United States.

It is due to the officers of the bank at Philadelphia to state, that every facility in their power was rendered in
explaining the books and assisting the researches of the committee.

No. 1.
Letter from the Secretary of the T'reasury to Messrs. Jones, Girard, Willing, Leiper, and Evaxs, commissioners.

(GENTLEMEN: TreAsURY DerparTMENT, August 15, 1816.

The information communicated to this Department renders it probable that, in the course of a few days,
the sum of $8,400,000 in gold and silver coin, and in public debt, will have been actually received on account of
the subscriptions to the capital of the Bank of the United States, exclusively of the public subscription; and it will
then be your duty to notify a time and place, within the city of Philadelphia, for the election of directors, who
are to be chosen by the stockholders. As an incident in the performance of this duty, it is presumed that you
will deem it proper to provide a suitable building for commencing the business of the bank, at the place designated
for holding the election; and, conforming to the general nature of your trust, you will, no doubt, be disposed to
make such other preparatory arrangements as will facilitate and accelerate the operations of the institution.

It is, indeed, of high importance to the people, as well as to the Government, that the Bank of the United
States should be in an organized and active state before the 20th of February next, when the paper of the State
banks which have not returned to metallic payments must be rejected in the collection of the duties and taxes,
and when such banks will unavoidably cease to be the depositories of the public revenue.

In this view of the subject I am authorized by the President to recommend that you cause to be prepared such
books, engravings, and paper as you shall deem necessary for the commencement of the business of the bank, as
soon as the directors shall be cnosen by the stockholders. If, however, an opportunity occurs, it will be proper to
consult the directors who have been appointed by the Government, although not members of your board, upan the
measures pursued in consequence of the present recommendation.

%
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With the advantages of the proposed anticipation, it is believed that the Bank of the United States may be in
operation before the 1lst of January next; and a hope is still indulged that the State banks will either conform to
that event, or adopt the pertod contemplated by the Legislature (the 20th February next) for a general resump-
tion of specie payments.

I bave the honor to be, very respectfully, gentlemen, your obedient servant,

A. J. DALLAS.
Messts. Jones, GIRarD, WILLING, LEIPER, aAND Evans, Commissioners.

No. 2.
Letter from the Secretary of the Treasury to W. Jones, Esq., President of the Bank of the United States.

SIR: TRrREASURY DEPARTMENT, November 29, 1816.

- Your letter of the 21st instant, communicating the preparatory measures which have been adopted by the
board of directors of the Bank of the United States, and their disposition to make every exertion in their power,
consistent with the interest and security of the bank, to enable this Department to execute the intentions of the
Legislature, in the collection of the public revenue, after the 20th February next, has been received by due course
of mail.

You observe that the operations of the bank must necessarily be very limited until the second instalment shall
be received, and the principal local banks evince a sincere disposition to co-operate in the important and indispen-
sable work of invigorating public ¢onfidence, by resuming specie payments. With that co-operation, the board is
of opinion that the attainment of this great object is neither difficult nor incompatible with the safety and real
interests of all the solid banks.

From this view of the subject, as well as from1 a general knowledge of the means with which the Bank of the
United States will have to commence its operations, and of the difficulties which it will have to surmount if the
State banks do not make a simultaneous effort, it is manifest that, without their co-operation, a national currency
equal to the indispensable demands of the community cannot be obtained by the 20th of February next, from the
efforts of the bank and Tieasury, under the existing legal provisions.

As the principal banks in the middle States, in the month of August last, explicitly stated to this Department
their determination not to resume specie payments before the 1st of July, 1817, there is no reason to expect their
co-operation before that period, unless a change has in the mean time been effected in their situation, or unless
inducements more powerful than those presented in the Treasuiy proposition of the 22d July last can now be
presented to them.

Although the precious metals have, in the interval between that declaration and the present period, continued
to flow into the country from abroad, in quantities sufficient to reduce the premium on specie, by exceeding the
demands for exportation and for subscriptions to the Bank of the United States, it is not believed that the State
banks have replenished their vaults from that source. The influx of specie, however, cannot but be considered
highly favorable to the resumption of specie payments. By satisfying the current demands for specie, the induce-
ment to run on the banks has been generally diminished. But admitting, what is not clearly established, that the
disproportion between the specie in their vaults and their circulating paper shall render it unsafe to discharge their
notes in specie, on demand, simultaneously with the Bank of the Umted States, it does not follow that an augment-
ation of their stock of the precious metals is indispensable to that operation.. If this disproportion can be reduced
within its proper limit by other means, the great object of the Government will be secured.

The requisite reduction of the circulating paper may be effected by the State banks, either by curtailing their
discounts, or by the sale of the public debt, of which they are known to be the holders.

If this reduction is effected in the latter mode, no inconvenience will be suffered by the community, and no
positive pecuniary loss will be sustained by the banks. If it is efiected in the former mode, great individual suffering
must necessarily be produced. At a moment when excessive importations of foreign merchandise had involved
the mercantile and manufacturing classes in the greatest distress, and menaced them with impending bankruptcy,
reason, humanity, and sound policy, all united against the curtailment of bank discounts. Yet, so far as the
knowledge of the Treasury extends, the reduction of the ciiculating paper has in no instance been attempted by
the sale of public debt held by the banks.

Curtailment of discounts has been the only process resorted to by them, where any effort has been made to
prepare for the resumption of specie payments.

The disregard to individual suffering manifested by this procedure of the State banks has been the result of a
conviction, that, when the national currency shall be restored by the efforts of the Government and of the Bank of
the United States, the public debt which they hold will be greatly increased in value. This is demonstrable from
the consideration that the curtailment of discounts, in good paper, produces a loss of about seven per cent. per
annum, whilst the sale of an equal amount of public debt would produce the same effect upon the relative proportion
between their specie and circulating paper, and could reduce their profits but six per cent. In"calling upon
them to sell the public debt which they hold, as the proper and effectual mode of preparing to resume specie
payments, no sacrifice is required of them. The public debt every where bears a considerable premium upon the
price at which they obtained it. The determination, therefore, which they have formed, not to resume specie
payments before the 1st day of July, 1817, is an explicit declaration that they not only will not bear any part of
the sacrifice required to restore the disordered state of the currency, but that they will not forego any of the
advantages to be derived from that event.

If the view here presented be substantially correct, although changes in the situation of the banks may have
taken place favorable to the early resumption of specie pavments, yet there does not appear to be any well
founded reason to expect any change in the determination which they have formed on that subject.

When the friendly character of the proposition made hy the Treasury to the banks on the 22d of July last, and
the extraordinary manner in which it was received, are well considered, it does not appear probable that any
inducement can be offered by the Government sufficiently strong to divert them from the policy of making the
highest possible profit upon the public debt which they hold. In directly addressing their love of acquisition, we
can offer them nothing equivalent to the gain which they expect from an adherence to their previous determination.
To appeal to their fears, by refusing to receive their bills in payments to the Government, if that appeal should
be ineffectual, would be to visit the sins of the banks upon the great mass of unoffending citizens, unless the
Government was prepared to furnish a sufficient legal currency to meet the indispensable demands of the commu-
nity. It is important, therefore, at this time, to ascertain the extent to which the operations of the bank will be
able to supply a national currency, by the 20th February next, unaided by the State banks. Is it possible for the
Bank to supply the demand, in the commercial cities, which the collection of the revenue arising from imports and
tonnage will create in the interval between that period and the 1st of July next? If the emission of bills by the
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Bank of the United States, during the period that the State banks refuse to discount their bills in specie, must
necessarily be so extremely limited as that a national currency to that extent could not be expected from that
source within the first months of its operation, the Government must either furnish a national currency, or it must
suspend the collection of its revenue, at least partially, until the operations of the Bank of the United States shall
have thrown into circulation a sufficient quantity of its bills to furnish the necessary facilities for that purpose.
The period within which the Bank of the United States will, consistently with its security, be able to put into
circulation bills equal to the demands of the community, will in a great measure depend upon the facility and
cheapness with which specie can be obtained from foreign countries. If the importations of foreign merchandise
shall continue to exceed the value of our exportations, as they have done since the peace, the balance must be
paid in specie, or by the transfer to foreign hands of the bank stock or funded debt of the nation. The former
mode of settling the balance will impose upon the bank the constant necessity of supplying the vacuum produced
by the exportation of specie, and the latter will tend to procrastinate the duration of that balance. The suspension,
by law, of the collection of the revenue, under existing circumstances, would be an apparent admission of the
dependence of the Government upon the State banks, in its fiscal transactions, which could not fail to give them a
direct influence over the national currency. The public interest requires that an admission of that nature should
be expressly rejected, and that that control should not be exercised.

It appears probable that the deficiency in the circulating medium which must be produced by the rejection of
the bills of the State banks in all payments to the Government, on the 20th of February next, must for some time
be principally supplied by Government paper of some description. Justice and sound policy forbid the continuance
of the present system of Treasury notes. With a large surplus revenue in the Treasury, the Government cannot
continue in circulation a paper which subjects them to the ‘payment of interest, or which may be funded at even
six per cent., as the period is approaching when it is probable that that stock must rise above its nominal value.

If the Government takes upon itself the principal burden of restoring the circulating medium to specie value, it
Is improper that all the advantage resulting from that operation should be exclusively enjoyed by the Bank of the
United States. As the creditof the nation is to be exerted in producing this revolution in the state of the currency,
it is but reasonable and just that a part of the profit resulting from that exertion should enure to the benefit of the
national Treasury.

The more readily to effect this object, Government paper not bearing interest, receivable in all payments to
the Government, and which shall not be funded at a higher rate of interest than five per cent. per annum, may be
placed at the disposition of the Bank of the United States, to be put in circulation, for which the bank shall pay a
stipulated interest; or it may be issued by the bank, for the benefit of the Government, upon receiving funded
debt at the rates fixed in the act incorporating the bank, or bank stock of any incorporated bank, to the amount
issued to any individual, for which service the bank shall receive a reasonable compensation; or a board of directors
may be appointed, for the purpose of putting this paper in circulation for the benefit of the Government, confining
their operations always to applications where interest-bearing securities shall be pledged by the borrower. It is
probable that this system will not interfere with the operations of the bank, as long as that institution shall not be
able to put in circulation a sufficient amount of their bills to furnish a circulating medium equal to the indispensable
demands of the community. Whenever this shall be effected, the issue and reissue of Government bills to cease.

Should the balance of trade continue to be unfavorable, or should the price of specie rise in foreign countries,
the bank would find it extremely difficult, during the first year of its operations, to sustain the continual run upon
it, which such a state of things could not fail to produce. In an emergency of this nature, the Government paper
could not fail to be a powerful auxiliary to the bank, and a great advantage to the community. The sums drawn
from its vaults for exportation would necessarily withdraw from circulation an equal amount of its bills, and leave
a void which could not safely be filled but by the issue of Government paper. Whatever portion of this paper
should come into the hands of the bank might be reissued, without exposing their remaining specie stock to further
diminution. By limiting the amount of Government paper to be put in circulation to the probable surplus revenue
during the year 1817, its credit and value would every where be equal to gold and silver.

It is, however, most ardently desired by the Government that the necessity of resorting to the issue of Govern-
ment paper may be avoided, by the resumption of specie payments by the State banks on or before the 20th of
February next. As as inducement to this measure, the Government can only aid their operations by withholding
from circulation as much of their paper now in the Treasury, or which may hereafter be received, as the demands
upon the ‘Lreasury during the ensuing year will permit. As the sum which it will be in the power of the Govern-
ment to retain in the Treasury will be considerable, it may present a sufficient inducement to change their
determination not to resume specie payments before the 1st day of July next.

How far the discrediting of their paper, by refusing to receive it in discharge of duties and taxes, will influence
their conduct, can only be ascertained by the experiment.

It may be proper, in closing this long letter, to inform you that no decision has been made upon any of the
points presented in it. It must be considered, therefore, as merely sounding this delicate and important subject,
with a view to obtain all the information which may be necessary to enlighten the understandings of those who
must ultimately decide upon it.

A communication of your views upon the whole question will be received with much pleasure, and will receive
the respectful consideration to which they are so highly entitled.

With sentiments of the highest respect, I have the honor to be,
Your most obedient and very humble servant,

WM. H. CRAWFORD.
WiLriam Jongs, Esq., President of the Bank of the United States.

No. 3.

Resolution and arrangement with the State banks for the resumption of specie payment.
JAanvuaARry 31, 1817.—At a meeting of the president and directors of the Bank of the United States:

The board took into consideration the proposition of the convention of banks, made through a committee from
that body, to a committee from this board, and reported by the latter at the last meeting; and, after some time spent
in considering the same, certain modifications were made, and the committee on the part of this bank authorized
to agree to the propositions as modified, as follows, viz:

* The committee of the Bank of the United States respectfully submit the following modifications of the pro-
positions received from the committee of the State banks, viz:

“ Ist. That the incorporated banks of New York, Philadelphia, Baltimore, Richmond, and Norfolk, engage, on the
20th of the ensuing month, to commence, and thenceforth to continue, specie payments for all demands upon them,
and reciprocally to support the credit of each other in their several districts, upon any emergency, until the balances
existing between them shall be finally paid off.
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‘“ 2d. That the whole of the public balances in the receiving banks of New York, Philadelphia, Baltimore,
Richmond, and Norfolk, be immediately transferred to the Bank of the United States, and retained in its vaults,
(except so much thereof as may be required by the Secretary of the Treasury to meet the current expenditure,)
until the 1st of July next, when the same shall be paid off, together with the interest thereon.

““3d. 'That payment of the balances which may accumulate against the aforesaid banks, subsequently to the
transter of the balances first mentioned, shall not be demanded by the Bank of the United States until the said
bank and its branches shall have discounted for individuals (othet than thuse having duties to pay) the following
sums, Vviz:

‘¢ ¥or those in New Yoik, two millions.

‘“ For those in Philadelphia, two millions.

‘“ For those in Baltimore, one and a half million.

““ For those in Virginia, five hundred thousand dollars: Provided, that if the said bank shall be willing to dis-
count, and shall not have the required amount of good paper offered within the term of sixty days, from the 20th
of the ensuing month, at New York, Philadelphia, and Baltimore, and within the same term after the operations of
the offices of the said bank in Virginia shall have commenced, the aforesaid banks shall, at the expiration of that
time, at the aforesaid places, respectively, pay to the Bank of the United States the balances due by them respect-
ively, together with the interest thereon.

‘ 4th. That the Bank of the United States will engage to discount the required amount, at the respective
places, and within the time mentioned in the preceding articles, provided good paper to that amount be offered.

‘ 5th. That in the event of the Bank of the United States and its branches not having a sufficient amount of:
good paper offered at the respective places mentioned in the third article, within the period therein stipulated, then
the Bank of the United States will engage to discount for the said banks the amount of the deficiency, at the
respective places, according to the amount of the capitals of the said banks, respectively.

¢ 6th. That the banks aforesaid shall engage, respectively, and in the proportion which their loans may bear
to their capitals, to reduce the amount of the said loans, in the ratio of the discounts required of the Bank of the
United States and its branches, and that the said r1eduction shall take place by the 1st of July next.

“ 7th. That the Bank of the United States will interchange pledges of good faith and friendly offices with the
respective banks, and, upon any emergency whick may menace the credit of any of the aforesaid banks, will cheer-
fully contribute its resources, to any reasonable extent, in support thereof, confiding in the justice and discretion of
the banks, respectively, to circumscribe their affairs within the just limits indicated by their respective capitals, as
soon as the interest and convenience of the community will admit.

¢ 8th. That, upon the mutual agreement of the parties to these stipulations, the same shall be submitted to the
Secretary of the Treasury, for his decision upon those points which involve the public balances; and, when approved

by him, shall be obligatory on all the contracting parties.”

No. 4.

Loans at the Bank of the United States up to the 20tk of Lebruary, 1817, and debts due to it on that day by
other banks.

— e —— - - v °* ' _vv < = b -—
e N S, A—

L.oan to the United States, - ~ - - - - $500,000 00
Bills discounted for individuals, on pledged stock for second instalment, - 18199,921 37

For paying bonds at custom-house, - - - - - | 253,931 83
Kor other purposes, - - - - - - | 216,350 24

—1 670,203 44
Debts due from State bank, Boston, - - - 330,022 89
Roger Williams’s bank, Providence, Rhode Island,

2.520 29
Pheenix Bank, Hartford, Connecticut, 520 59

Trenton Banking Company, - - - 548 14

g

Bank of Pennsylvania, -~ - - - | 36,631 42
- | 370,243 33
Abstract respecting notes in circulation.
1817. — - - -1
Feb. 20 | Amount of notes 1ssued, - - - - - - $2,621,389 01
Deductions— .

On hand at Bank United States, - - - - | $666,399 55

Feb. 19 New York, - - - - 20,858 64

Feb. 20 Boston, - - - - -1 451,645 00

Keb. 17 Baltimore, - - - -{ 373,900 00

Notes charged to office, Baltimoie, on their passage, - - | 158,000 GO

Feb. 20 Baitimore, on their passage, - - | 100,000 00

Feb. 18 New York, on their passage, - - | 432,000 00

Feb. 20 New Yoik, on their passage, - - | 100,000 00
2,302,803 19
i B Amount in circulation, - - | - 318,585 82

Loans at offices, and debts due to the same, up to 20th February, 1817.
1817.

Feb. 19 | Amount of loans at New York office, for what purposes not known at the Bank of the
United States, - - - - - - - | $478,988 59
Notes of New York banks, on hand there, - - 707,837 85

Feb. 17 | Amount of loans at Baltimore office, for what purposes not known at the Bank of the

United States, - - - - - 394,884 49
Notes of Baltimore banks, on hand there, 15,081 93

Feb. 20 | Amount of loans at Boston office, for what purposes not known at the Bank of the United
States, - - - - - - 118,074 43

Notes of Boston banks, on hand there, - - - - - 57,087 00




No. 5.

Gencral state of the Bank of the United Statcs and its Offices of Discount and Deposite at the dales specrfied herein,

} Due from com-

missioners for
receiving sub-
scriptions.

of discount and banks.
deposite.

$500,000 00 |$1,222,779 27 |$8,559,764 95 | $3,162,123 14 | $3,860,682 20

Dr.
Funded debt Loan to the Bills
Date of the United | United States. | discounted.
States, various. !

1817, * | S
February 27, | Bank United States, | $4,829,234 12
February 27, | Office, Boston, - - 212,450 42
February 26, | Office, New York, - - - 809,355 91
February 24, { Office, Baltimore, - - - 585,481 73

March 31,
March 27,
March 26,
March 31,
March 29,

Date.

1817,
February 27,
February 27,
February 26,
February 24,

Maich 31,
March 27,
March 26,
March 31,
March 29,

$4,829,234 12

ottt SEEE——— SV ety | Sf——E YT —

$500,000 00 | $2,930,067 33 |$8,559,7'64 95 | 83,504,218 26 | $8,848,315 28

- 397,095 12 | 8,265,652 34
. 15000 00 | 1.721.980 74

Due from offices| Due from State

Expenses. | Notes of Bank
U. States and
offices on hand.)
$45,610 73 $642,570 00
1,339 76 430,145 00
1,871 73 122,816 63
- 428,205 00

$4.8,822 22

$1,623,736 63

$440,069 54
643,910 00 |
538.811 77

55,680 00

116,810 00 |

$1,795,281 31 l

Notes of other | Treasury notes | Specie on
banks on hand. on hand. hand.

$171,118 51

$725,354 51

45,634 00 | $54,119 41 330,842 93
959,784 88 1,007 72 295,260 44
110,744 10 . 372,651 88

$358,348 84

$587,281 49 | $55,127 13 81,724,109 76

$525,545 67

- $105,604 81 298,925 73
252,061 28 | 34,739 02 142,206 69
310,541 33 272 96 388 936 91

48,358 53 | 37,652 00 103,543 69

Deposites on account { Deposites on account
of the Treasury of | of public officers

the United States.

$3,646,914 55
973,589 36
4,617,385 44
1,574,597 69

$10,112,487 04

$3,375,599 76
136,849 60
4,482,318 48
1,345,953 00
471,557 45

Bank United States, |$11,907,365 18| $500,000 00 {$3,059,832 19 | $8,481,805 89 | $5,268,873 32 | $3,895,839 51 | $58,474 22
Office, Boston, - - l - 678,796 36 - - 37,000 00 4,238 16
Office, New York, - . - 2,592,584 18 - 1,375,472 88 | 1,484,673 77 4,086 72
Office, Baltimoie, - - - 2,378,339 82 - 41,909 88 | 2,197,550 79 -
Office, Washington, . - 149,173 40 - 395,220 79 533,025 63 511 19

$11,907,365 18| $500,000 00 | $8,858,725 95 | $8,481,805 89 | $7,081,476 87 | $8,148,089 70 | §67,310 29

GENERAL STATEMENT—Continued.
, Capital stock. Bank, branch, and |Discount, exchange,| Due to Bank United Due to State
r post notes 1ssued. and interest re- States and offices of banks. ’
ceived. discount and deposite.
Bank United States, $15,879,865 57 $3,534,936 89 $101,468 36 | - - - -
Office, Boston, - - - - - - . , »74.5,849 76 .
Office, New York, - - - - - 7,294 28 121,816 06 - -
Office, Baltimore, - . - - - 7,225 59 1,579,197 73 - -
$15,879,865 57 $3,534,936 89 $115,988 23 | $2,446,863 55 - -
Bank United St{ates, $23,155,020 64 $6,360,679 46 $131,729 66 l - “ $186,967 69
Office, Boston, -" - . - - 2,910 55 | $£811,129 68 261,294 49
Office, New York, - - . . - 29,857 16 728,026 61 25,739 23
Office, Baltimoie, - . - - . 27,410 00 3,273,862 40 13,000 00
Office, Washington, - - . 1,538 35 680,083 41 13,774 70
$23,155,020 64 $6,360,679 46 $193,445 72 $5,493,102 10 $500,776 11

$9,812,278 29

l $33,690 34

34,101 57

$67,791 91

SrumneR——

$675,935 16
357,627 04
520,000 00
108,273 89
140,903 24

21,802,739 33

¥ ____— ________EEF T

$969,309 98 | $178,268 79 $1,459,158 69

Deposites on account

of individuals.

$522,361 72
20,990 83
336,348 99
173,042 44

$1,052,743 98

$610,221 99
198,663 70
638,694 83
604,732 40

76,438 08

$2,128,751 00

it
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Funded debt of the United States, various, -
Loan to the United States, . . -
Bills discounted, - - . .
Due from commissioners for receiving subscriptions,
Due from offices of discount and deposite, -

Due from State banks, - - -
Expenses, - . - . . -
Cash, viz: Notes of Bank United States and branches
Notes of other banks, - - -
Treasury notes, - - . -
Specie, - - - . -

Bank, branch, and post notes issued,
Bank, branch, and post notes on hand,

In circulation, - . -

Dr.

$ ¢ 8 2 1

| T 1 ] { |

| -

$8,559,764 95
3,504,218 26

1,623,736 63
587,281 49
55,127 13
1,724,109 76

G —

RECAPITULATION.—February.

$4,829,234 12
500,000 00
2,930,067 33

-

12,063,983 21
8,848,315 28
48,822 22

3,990,255 01
$33,210,677 17

$3,534,936 89
1,623,736 63

$1,911,200 26

Funded debt of the United States, various, -
Loan to the United States, - . -
Bills discounted, - - - .
Due from commissioners for receiving subscriptions,
Due from offices of discount and deposite, -

Due from State banks, - - - -
Expenses, - - . - . .
Cash, viz. Notes of Bank United States and branches,
Notes of other banks, - - -
‘Treasury notes, - - - -
Specie, - - - - -

Bank, branch, and post notes issued,
Bank, bianch, and post notes on hand,

In circulation, - - .

$8,481,805 89
7,081,476 87

. ]

1,795,281 91
969,309 98
178,268 79

)

$6,360,679 46
1,795,281 31

b T T )

$4,565,398 15

1,459,158 69

o

|

Capital stock, - - -
Bank, branch, and post notes, -
Discount, exchange, and interest, -
Due to Bank United States and offices, -
Deposites on account of Treasury United States,
Deposites on account of public officers, -

Deposites on account of individuals, - -

|
m-—_—_—______—-——-___—_—-—_-_——____

Cr.

$15,879,865 57
3,534,936 89
115,988 23
2,446,863 55

$10,112,487 04

67,791 91
10,180,278 95
1,052,743 98

e T T N

| $33,210,677 17

Bank Unitep Starcs, December 21, 1818.

RECAPITULATION.—March.

$11,907,365 18
500,000 00
8,858,725 95

15,563,282 76
8,148,089 70
67,310 29

4,402,018 77

R ——

$49,446,792 65

t

Capital stock, - - -
Bank, branch, and post notes, -

Discount, exchange, and interest received,
Due to Bank United States and offices,

Due to State banks, - - - -
Deposites on account of Treasurer United States,
Deposites on account of public officers, -
Deposites on account of individuals, - .

Cr.

$23,155,020 64
6,360,679 46
193,445 72
5,493,102 10
500,776 11

$9,812,278 29
1,802,739 33

11,615,017 62
2,128,751 00

“

$49,446,792 65

Bank Unitep StaTes, December 21, 1818.
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No. 6.
Letter to office at Lexington, reproving it for circulating State bank paper, and directing it to draw.

At a meeting of the president and directors of the Bank of the United States:

W. Jones, president; Messrs. Butler, Bowne, Ralston, Price, Bohlen, Leiper, Evans, Wetherill, McEuen,
Savage, Bryan, Goddard, Fisher, Connelly, Bolton.

October 7, 1817.—The following letter, prepared by the president, was read, and ordered to be forwarded i
the ofiice at Liexington, viz:

(GENTLEMEN: Bank or THE UNITED STATES, October 4, 1817.

It appears, from undubitable sources of information, although no official intimation of the fact has been
received, that you have been pleased to adopt certain measures in relation to the exchange operations of your office,
and the circulation of local bank paper, as a substitute for that which had been transmitted to you from this bank,
which, in their character and effect, are no less at variance with the interest of the institution, and of the public, than
they are contrary to the letter and spirit of the rules, regulations, and instructions prescribed for your government,
to which I beg leave to refer in support of this declaration. -

It is affirmed that you have for some time past been in the practice of withholding from circulation the bills
prepared for your office, of selling them at a premium of one and a half per cent., and issuing from your counter, in
lieu thereof, only the notes of the local banks, or specie.

It is as impossible to account for these novel proceedings, upon principles in any degree compatible with the obli-
gations, interest, and character of the institution, as for your silence upon so momentous a subject; and it may be
found as difficult to sustain their legal propriety as it is to prove their utility, or to allay the consequent discontent
which has already been manifested.

No doubt is entertained of the purity of your motives, and the respect in which you are held by the parent board;
and that which is due to its own character and authority forbids the idea of any intentional disregard of the rules
and instructions which it had prescribed for your conduct.

Your object was, no doubt, to check the practice of remitting the notes of the office to the eastward, as a sub-
stitute for exchange, as individuals prefer them for that purpose either to specie or your drafts, unless the latter
can be obtained at a very small premium; but, in selling your current notes at a premium, you pervert their use,
withhold them entirely from circulation, and substitute the notes of the State banks; thus depriving the Bank of the
United States and the public of the benefits of that circulation, and transferring the advantages exclusively to banks
who are your debtors, and whose credit is thereby extended to the prejudice of this institution, while its offices are
degraded to the level of the humblest money-dealer, and the principal objects, public and private, for which the
bank was created, are perverted.

The wants of the country and the interest of the bank require an extensive circulation of its paper; and it is
the policy of the parent board to encourage the indiscriminate use of the notes of the bank, reserving for imperious
circumstances, and inevitable occasions, the exercise of the legal right which it possesses of declining to receive or
pay, except at the respective places where payment is promised on the face of the notes. Therefore, to retain in
local circulation the paper of any office, against which the course of exchange may operate, it is only necessary to
remove all temptation to remit in its current notes, by furnishing drafts on the bank, or its offices, at a very low
premium, or even at par, which will eflectually remedy the evil. You receive value for your drafts, and should the
course of exchange continue so adverse as to preclude the reimbursement of the amount by the purchase and remit-
tance of bills of exchange on the Eastern or Southern cities, there is no alternative but to transmit the specie, which
1s, however, an extreme case, not likely to occur in a rich and flourishing country.

'T'his simple view of the subject, it is believed, will embrace every variety of case which can occur, and super-
sede the necessity of further amplification.

I am, therefore, instructed to prescribe for your government the following additional regulations, to wit:

1st. You will cease to issue the paper of other banks from your office, except in such small bills and sums as
may be indispensable, from the want of the paper of the office.

2d. On no account demand a premium on the notes issued from the office; but circulate them freely, and
receive on deposite, or in payment, the notes of this bank and any of its offices.

3d. Draw on this bank, and any of its offices south or west of this place, at a moderate premium, or at par, if
you should find it necessary, in order to prevent the substitution of your notes for your drafts.

4th. Reimburse the bank and its offices on which you may draw, as opportunities for purchasing bills may occus;
and for this purpose you may purchase bills of exchange having not more than four months to run.

oth. When the notes of any of the banks in your vicinity have accumulated in your vaults to the sum of
$20,000, you will demand payment, either in specie or in such bills of exchange as may enable you to remit to
this bank, or any of its offices east of the mountains, or to the office at New Orleans; and if the demand shall not
be satisfied, you will cease to receive the notes of any such bank, unless it shall engage to pay interest, and liqui-
date the balance in a reasonable time.

6th. You will not receive on deposite, or in payment, the notes of any State bank other than those of the State
in which your office is located, and of these only of such as may enable you to exchange notes, and liquidate bal-
ances, with the necessary promptness, facility, and punctuality. The deposites made on account of the public revenue
will, however, form an exception to this rule; but you will be pleased to bear in mind, that the notes of such banks
only as actually pay them on demand in specie can be received as a general deposite or in payment.

I have been particularly directed to invite your attention to the regulations and instructions heretofore trans-
mitted, and to the modifications contained in the foregoing articles, from which it is confidently expected there will
be no material deviation, without the previous sanction of the parent board.

I have the honor to be, with great respect, gentlemen, your obedient servant,
W. JONES, President.
The President and Directors of the Office Bank U. S., Lexington, Kentucky.
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No. 7.

Statement of the specral deposites received on account of the Treasurer of the United States.

322

.1817.
April 11,
June 12,
16,
24,
26,
28,
30,
July 7,
10,
16,
18,
August 30,
Oc¢tober, 18,
25,
Dec. 26,
927,

1818.

January 17,

Feb. 18,
Mai. 14,
16,
o1,
24,
May 8,
23,
June 15,
July 18.
October 2,
Nov. 29,
30,
Dec. 14,

$3568,952 76

Treasurer’s draft on the Bank of Pennsylvama,

Cheshire Bank, - - - - - 39,373 14
WNashwville Bank, - - -~ - - 32,331 71
Cumberland Bank of Poitland, - -~ - 5,446 20
Natraganset Bank, - - - - - 7,129 76
Easton Bank, - - - - 600 00
Pennsylvania Agricultural and Manufacturing Bank, - 331 14
Bank of New Biunswick, - - - - 24,310 20
Bank of Kentucky, - - - -~ - 44,724 81
Branch Bank of Kentucky, Louisville, - - - 46,587 24
Bank of Chester County, - - - -~ 1,933 00
Bank of Pennsylvania, - - - - 45,264 84
Allegany Bank of Pennsylvania, - - - | 92,616 42
Bank of Chambeisbuig, - - - 94,931 55
Westmoreland Bank, - - - - 27,351 12
Bank of Washington, Pennsylvama, - - - 62,134 66
Branch Bank of Pennsylvama, Pittsbuig - - 633,127 04
State Bank of Moitis, New Jeisey, - - - 8,308 34
Bank of Washington, District of Columbia, - - 502 50
Juniata Bank of Pennsylvana, - - - 64,478 61
Bank of Columbia, - - - - - 18,903 18
Bank of Tennessee, - - - - 21,424 84
Bank of Tennessee, - - - - - 35,348 42
Nashville Bank, - - - - - 97,946 79
Bank of Kentucky, - ~ - - - 41,193 69
Branch Bank of Kentucky at Russellville, - - 22,885 51
Branch Bank of Kentucky at Lowmsville, - - 4,117 53
Branch Bank of Kentucky at Lowsville, - - 92,879 87
Branch Bank of Kentucky at Bardstown, - - 54,283 10
Branch Bank of Kentucky at Danville, - - - 5,985 00
Kentucky Insurance Company, - - - 47,319 09
Bank of Steubenville, - - - - 17,664 16
Dayton Manufacturing Company, - - - 15,285 15
Western Reserve Bank, - - - - 7,194 40
Muskingum Bank, - - - - - 52,464 34
Muskingum Bank, - - - - - 144,973 10
Bank of Chilicothe, - - - - 134,692 52
Bank of Tennessee, - - - - 5,760 00
E. H. Taylor’s deposite at Liexington, - - - - - 10,283 00
E. H. Taylor’s deposite at Lexington, - - - - - 12,985 00
Treasurer’s draft on the branch ot the Bank of Pennsylvania, Lancaster, - - 86,117 31
Juniata Bank, - - - - - 13,815 32
Miami Expot ting Company, Cincinnaty, - - 6,767 00
Bank of Washington, Pennsylvania, - - - 4,500 00
Branch of the Bank of Pennsylvania, Pittsburg, - 255,880 35
S. Maclay’s deposite at Bellefonte, Pennsylvama, - -~ - - 1,255 11
S. Maclay’s deposite at Bellefonte, Isennsylvama, - - - 900 87
S. Maclay’s deposite at Bellefonte, Pennsylvama, - - - - 955 00
S. Maclay’s deposite at Bellefonte, Pennsylvama, - - - - 188 02
S. Theobald’s deposite at Lexington, - - - - - 4,920 22
I. H. Moiton’s deposite at Lexington, - - - - - 184 00
William Brown’s deposite at Lexington, - - - - - 1,679 78
Treasurer’s diaft on the branch of Bank of Pennsylvania, Pittsburg, - - 20,848 00
C. S. Clarksow’s deposite at Pittsburg, - - - . - 15,000 00
C. R. Sherman’s deposite at Chilicothe, - - - - - 1,940 00
John Hay’s deposite at St. Lous, - - - - - - 136 00
I. Sloan’s deposite at Pittsburg, - - - - - - 8,708 00
Treasurer’s dhaft on the Gieensbmg Bank, - - - - - 6,202 06
Branch of Farmer’s Bank of Delaware, New Castle, . 4,603 00

Manutfacturing and Exporting Company of Charlestown, Va. 2,613 00

Manufactuiing Bank of Kentucky, - - - 16,909 30

Branch Bank of Kentucky at Lowmsville, - - 143,105 48

Muskimgum Bank, - - - - - 54,784 00

I. Sloan’s check on the office Pittsburg, payable in special money, - - 15,638 00
(z. Morgan’s check on the office Pittsbuig, payable in special money, - - 8,300 00
I. Meiritt’s deposite at New Castle, - - - - - 870 00
S. Finley’s deposite at Chilicothe, - - - - - - 12,787 15
Treasmer’s draft on the Muskingum Bank, - - - - “ 115,673 00
Certificate of deposite in the Bank of Kentucky, - - - - 2,000 00
Muskingum Bank, - - - - 1,300 00

Faimei1s and Mechanics’ Bank of Delaware, - 2,358 00

Branch of State Bank of Noith Caiolina, Newber.a, - 12,353 60

Treasuter’s draft on the Allegany Bank of Pennsylvania, - - - 4,054 68
Certificate of deposite in the Milledgeville bianch of Bank of Georgia, - 77,351 00
Milledgeville biranch of Bank of Georgia, - - 5,490 00

Bianch of the State Bank of Noith Carolina, Newbern, 4,500 00

. . $3,278,710 98
Deduct amount diawn by the tieasurer in favor of the Bank of Columbia, $468,588 37

Deduct notes and dratts remitted to Baltimoie and Washington, 57,372 00
———— | 525,960 37
. $2,752,750 61
On hand at this date, - - - - - - 87,341 00
Balance, being the amount assumed by the bank as cash, - - { 92,665,409 61

Bank UNiTED STATES, December 21, 1818.

f
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No. S.

Communication from William Jones, Esq., respecting the Charleston office.

SIR: Banx or TuE UNn1TED STATES, December 23, 1818.

As a further illustration of the difficulties with which the Bank of the United States has had to contend in
its intercourse with the State banks, whose paper is received in payments due to the bank as well as to the United
States, I deem it my duty to exhibit to the committee of inquiry of the House of Representatives of the United
States a copy of a letter from the president of the office of discount and deposite at Charleston, dated the 4thinst.,
by which you will perceive the unwarrantable excitement and hostility produced by the simple demand of a part of
the very large balances which have been suffered to continue, from time to time, on the books of the office against
the banks in that place, under the assurances of those baunks, and of the late president of the office, that they were
at all times ready to pay the amount on demand in specie.

As the temporary vault of the office of discount and deposite was inadequate to the safe-keeping of the specie,
the demand has been suspended until the urgent circumstances which induced the report of the committee on the
state of the bank, on the 30th of October last, rendered it mdispensable. The Charleston banks have never been
charged with interest on the large balances constantly owing by them, because the amount was considered as held
in safe-keeping for the Bank of the United States; and although they have for a long time enjoyed the gratuitous
nse of from 5 to $300,000 of the capital of the Bank of the United States, they are now unwilling to relinquish this
source of gain, not that the payment will compel them to press their debtors, but to sell their funded debt, or other
stocks, upon which they are also drawing an inteiest.

The statement book, to which I beg leave to invite your attention, will show that the situation of the office at
that place has, at all times, been better than any other; and that its ample means of accommodation have been
extended, with unbounded libérality, to the State banks. Yet, as you will perceive by the letter of the president
of the office, they have menaced the bank with their efforts to excite the State Legislature to tax the office. This, in
all probability,has been attempted,as the public papers announce the prompt rejection of a proposition to that enlight-
ened body for that purpose. Their groundless resentment will not divert the directors of the Bank of the United
States from a steady perseverance in their duty to the public and the institution, nor from the liberal course of con-
duct which has at all times marked its intercourse with the State banks, whenever it could be indulged without
sacrificing the interests of the nation and the corporation for the benefit of a particular community, whether of
banks or of individuals.

The power of taxing the Bank of the United States is, fortunately, not in the hands of its ungenerous rivals,
but that of suspending specie payments they have already exercised with impunity; and the worst feature in the
letter of the president of the office is, the intimation that they may probably suspend specie payments.

The last statement from the office at Charleston, of the 8th instant, after the drafts had been made which
produced the excitement, exhibits an aggregate balance against the banks of that place of upwards of $600,000,
including their notes on hand.*

You will please observe, sir, that the aggregate amount of the balances (including notes) due by the Charleston
banks, on the 10th of November, when the resolution of the 30th of October reached the office, was 8742,462 44;
and the statement of the 8th instant exhibits a similar balance of §611,896 96; the excitement must, therefore,
have been produced by drafts of not more than §130,565 50, out of the large balance first mentioned, from the
10th of November to the 10th of December instant.

‘This statement of facts is respectfully submitted, in order to correct the misrepresentations which are industri-
ously disseminated in respect to the conduct of the Bank of the United States in its intercourse with State insti-

tutions.
I have the honor to be, with great respect, sir, your obedient servant,

W. JONES, President.
The Hon. J. C. Spencer, Chairman of the Commitiee of Inquiry.

(GENTLEMEN: OrricE oF Discount AnND DepPosITE, CHARLESTON, December 4, 1818.

We received your different resolutions through our cashier, and provide to the utmost of our ability for their
execution. We have shipped $100,000, in specie, to Savannah branch, and are now shipping $150,000 to you, in
the Georgia Packet.

The remainder of the sum appropriated for the Savannah branch we will provide in bills of exchange, and
such other credits in Georgia, as will satisfy them, and greatly relieve us. 'T'he safety of the institution being the
paramount consideration, we have informed them that the balance cannot be sent in specie.

The apprehension of drafts for specie, for the East India trade, and the speculations of brokers and others,
obliged the banks generally to reduce their discounts at a time when a large proportion of their funds was in stock
notes; our notice to them, that they must reduce their balances, and that we would call for specie, increased the
alarm, and your recent drafts have completed the panic. The calls for money were increased by the usual cur-
rent of business at this season of the year, and merchants of great respectability, accustomed to draw and redraw
for funds to purchase our produce, are now embarrassed by their acceptances. This want of available funds is in-
creased by reaction; for the planter being unable to sell his crop, the merchant is thereby disappointed in his well-
founded expectation of payment for credits and advances; so that merchants, planters, and tradesmen, are all press-
ing their applications to us with such importunity, that they cannot be resisted, although we had resolved that the
discounts should every week be less than the receipts.

* Balances, including notes due the offices, per statements.

August 4, 1818, - - - - - $604,000
September 1, 1818, - - - - - 865,000
October 1, 1818, - - - - - 931,000
November 3, 1818, - - - - - 746,000
December 1, 1818, - - - - - 735,000

5)3,881,000

Average, - - 776,200
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These embarrassments are all charged to us; we are accused of hostility to the other banks, and of oppressive
drafts on them for their specie capital; the sensation excited is great, in proportion to the wants and disappoint-
ments of each individual; the other banks encourage the impression, and we understand that the banks of the State
will apply to the Legislature, now in session, to tax or otherwise embarrass us.

Besides this, the solvency of some houses, otherwise safe, becomes questionable; and the banks, if called on too
hastily for specie, will no doubt uniie to refuse, and rely on the confidence of the community as their shield. In
this extremity of the Union, there is reason to fear that they would be shielded, as happened during the late war.

If your resolution, in such a contingency, must be enforced, what would be the consequence? There is no other
circulating medium; very few of our notes are seen here, and dollars are not to be had at any price. Neither pay-
ment nor deposite can be made with us; our deposites would be withdrawn, and the other banks strengthened by them.
They, being relieved by the stand assumed, (at least for a time,) will resume their discounts, while we must close
ours, and be left in an awkward predicament.

There is no want of stability in any of the banks; they hold a large amount of funded and other stock, and
possess the entire confidence of the community. We believe they only want a little time for the resources of the
country to unfold themselves, for money to be sent from abroad to purchase our produce, and enable them to reduce
their discounts. In the mean time, a little forbearance would prevent much mischief.

With much respect and esteem, I remain your very humble servant,
JOS. JOHNSON, Pres’t pro tem.

To the President and Directors of the Bank of the United States.

No. 9.

Letter of the President of the United States Bank, in answer to inquiiies respecting the payment of notes of the
bank and its offices.

SIR: Bank or THE UNITep STATES, December 16, 1818,

To the interrogatories put to me in your letter of the 11th instant, I have the honor to reply:

To the first: That in no instance within my knowledge have any notes of the Bank of the United States been
refused payment in specie, when demanded at the place designated in the body of the note, according to the obliga-
tion therein expressed; but that notes of the corporation, made payable at the bank in Philadelphia, and at the
offices of discount and deposite severally, have been refused payment in specie, when demanded where payment
was not obligatory, ‘““according to the confiact, promise, or undertaking therein expressed.”

The reasons for such refusal are to be found in the authority derived from the seventeenth section of the act of
incorporation, and the manifest impossibility of providing for the indiscriminate redemption of the bills of the corpo-
ration at nineteen distinct places, embracing the exiremes of the Union.

To the second: That notes of the bank have been refused acceptance as private deposites, and in payment of
debts due to the bank, as well by the bank as the offices generally, in cases where the notes thus offered have not
contained the promise of payment at the place where the same may have been presented. To receive them on
deposite, is an engagement to pay that deposite in specie; and to receive them in payment of debts due to the bank,
would produce the same effect indirectly; for a debtor would pay his debt to the bank in those notes, in preference
to the local funds which he might possess.

For the circumstances under which the refusal, in both cases, took place, and for further reasons in support of
the measure, I beg leave to refer to the enclosed copy of a letter from the board of the office of discount and deposite
at Boston, on the 19th March last, when that board came to the resolution of declining to receive the Southern bills
of the corporation; also, to the report of the committee on the state of the bank, which was adopted by the board
of directors, and entered on the minutes, on the 28th August last.

I have the honor to be, with great respect, sir, your obedient servant,
WM JONES, President.

The Hon. J. C. SpencERr, Chairman of the Commaitice of Inquiry.

SIR: Bosron, March 19, 1818.

The directors of the branch bank in Boston, encouraged by the relation in which they stood to the Bank of the
United States, have now proceeded in business more than one year. Ithas been known to the parent bank that
the directors of this institution have been united in the opinion that there was not appropriated to this branch an
adequate capital to meet those great and important objects which were expected from it. When a bank like that
of the United States, with an adequate capital, is set in operation, and puts into circulation its paper, redeemable
at different places by its branches, under the idea that the general issue of all its paper is to be responded to at
each place, it would seem to follow, irresistibly, that, to meet these demands, it should be relatively and proportionately
distributed; if, however, evidence wete competent to this, (which may be doubted,) many important consequences
would follow, in the equalization of exchange, convenience in intercourse, and other wants highly beneficial to the
community. The importance of this great system, as well as the dangers that would follow from a want of success,
have given a high degree of interest to the experiment.

The reluctant departure from this system is first with us, and we are deshous to show what our state and means
were, that the directors of the national bank may have the materials for judging from what causes it has proceeded,
and under what circumstances it can again be recurred to, 1f ever. We hope to be excused if, in remarking on
the causes which led to this, our observations appear partial or limited. We suggest them from a sense of duty.
In giving them just weight with your general and more extensive knowledge, we trust some utility may be derived
from experience, and the benefit of the institution promoted. It would be a difficult thing, in the short compass of
a letter, to say ‘'what the capital of the branch in Boston is. Their discounts aie short of $900,000, and yet such
is, and has been their situation, that, with a vast facilitv and the aid of the State banks, they have not beenable to
maintain their credit without the greatest difficulty. If the whole sum discounted were capital, we should doubt
its adequacy to the proposed useful objects of the bank; but when placed in its due relation to the sum discounted,
it would probably, by this rule, consist of little more than half a million of dollars; every other estimation would
make it much less; and it would appear, from a subjoined statement, that its amount was no more than $210,000.
This would give this branch the one hundred and seventy-fifth part of the present national capital; the whole sum
discounted, if to be considered capital, would be but about one thirty-fifth pait. The old Bank of the United States
allowed to the Boston branch about one-fourteenth, and this with very limited operations.
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We may consider this place as one end of a great balance, resting on a common centre, the parent bank. If
great emissions of paper take place at the other extreme, there must, of course, be acounterpoise here. Many facts
will show this not to have been the case, nor shall we say that this difficult adjustment is practicable. When the
State banks were discounting here, though not largely, this branch called in from its debtors about thirty per cent.
regularly; this placed them in a better state. By reducing their sums discounted considerably, they required a
balance against the other banks for a few days, but this only induced a call from the State banks of their debtors;
the result is, that, as they operate upon their whole system, immediately, as it were, by its tangibility, they have a
remedy. But this branch has not merely its want of sufficient capital to cope with, but the mass of paper thrown
out at an opposite extieme to provide for, of which it cannot, in any case, have the wished-for information. In
times of pressure these things are tested, and a recent occurrence will show how extensive their operations may
be. On Monday last the bank made no discount to be mentioned, nor had they done so for many weeks previous;
they had a balance of $93,000 against the other banks in town, and in specie about $23,000; Tuesday took from
them about 830,000, and Wednesday about $50,000; and 1t followed, that as a great proportion of this is in South-
ein bills, produced by the scarcity of money here, and an effect of the existing circulation or balance trade, this
must produce, by what is equivalent to mathematical demonstration, a demand, which the specie of the bank, and
its balance against all the other banks in the town, would not half discharge. '

This has induced the calling a special meeting of the directors to take into consideration the state of the bank;
and although the alternative is most painful to them, and will disappoint the directors of the parent bank, as well
as public eapectation, still the experiment has been continued till the institution is on the verge of a failure to
fulfil its most important and essential duties; and they are compelled to decline receiving the Southern bills, at least
for the present. It is presumed no doubt can be had that, under existing circumstances, the experiment has been
sufficiently tried. The only fear of the directors is, that with more than $300,000 interest to pay on the 1st of
A.pril next to the public creditors, they have too far yielded their judgment to those who saw, in the equalization
of exchange, by the general currency of the bills of the parent bank, a favorite theory, but too extensive, as we
fear, to be carried into practical effect.

Under these circumstances, the directors will avail themselves of every means of support in their power, and
have to request such aid of the general directors as their ability may enable them to afford, and the critical situa-
tion of this institution so strikingly and imperiously requires.

I have the honor to be, with much respect, your most obedient servant,
WM. GRAY, President, (per order of the directors.)

Wt Jones, Esq., President Bank U. 8., Philadelphia.,

Statement accompanying copy of the letter of William Gray, President of the Boston Office, of tMarch 19, 1818,

Balance to credit of the bank and branches, - - - - - 81,025,765
Deduct notes of this office received, forming part of said balance, - - §558,000
Deduct notes of the parent bank and branches, redeemed at this office, - - 304,530
— 862,530
163,235
To which may added the bills of this branch, which may have been redeemed by the other branches,
suppose - - - - - - - 47,000
$210,235
NO. 10. ’

Report of committee recommending resolution to refuse payment of notes of the offices, and directing offices to do
the same.
’

August 20, 1818.~At a meeting of the president and directors of the Bank of the United States: Present,
\W. Jones, president; Messrs. Butler, Leiper, oddard, Connelly, Evans, Sergeant, Ralston, McEuen, Lippincot,
Price, Savage, Lisle, Bohlen.

‘The committee on the state of the banks, in continuation of their report on the 20th of July last, having ma-
turely reflected upon the partial circulation and quick return of the bills of the corporation upon the bank, and
such of its offices as the course of exchange, the facility of converting them into specie for exportation, and the
convenience of adventurers may Induce, respectfully represent: that a retrospect of the management of the bank,
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