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The New York State Free Banking Law
By Forrest W. Daniel

Many stories about the state banking era tell about
wildcat banks, carpetbaggers, red dog or bull pup notes
and banks located at some crossroads in a New Jersey
swamp or Michigan woods. Banks of deposit and issue
were new on the business scene and it was many years
before guidelines for operation and safeguards for de-
positors and holders of bank notes were written into law.
In the meantime banking attracted more than its share
of crooks and sharpers with the rustle of bank notes and
the smell of profit.

This story is different. The banking law passed by
the New York State Legislature in 1838 may be con-
sidered a model banking law. Known popularly as the
Free Banking law, it provided state control and registra-
tion of the issue of bank notes: state bonds became se-
curity only for circulating notes. The securing of all
bank liabilities, often to the exclusion of circulation, as
provided in the Safety Fund law of 1829, had proved
impractical and was eliminated in the 1838 law. The
earlier law remained in effect for banks still operating
under their earlier-dated charters.

Asking stamp dealers for numismatic material is usu-
ally unfruitful but upon occasion something interesting
turns up. The dealer said he had some old letters which
included several ordering notes from one of the bank
note companies. Very interesting. When the lot ar-
rived, it consisted of stampless covers from the 1830s
to 1850s, philatelically of very little value, but 40 of the
letters related directly to bank notes and several others
to allied matters.

Stampless covers are double sheets of stationery used
before postage stamps were introduced in 1847 and for
a time thereafter. The message was written on the inside
leaf; when folded and sealed with wax the outer sheet
became the envelope. A city postmark similar to a dated
cancellation was applied along with the fee paid, or to
be paid, and sometimes a mark "Paid."

All the covers are addressed to the Comptroller of the
State Banking Department. Albany, suggesting they were
salvaged from destruction when the files were cleaned
out some time ago. The fact that all have New York
City postmarks means they are the leavings; the goodies
from the small towns are scattered throughout many
stamp collections. The information contained in those
letters could add much to our knowledge of New York
bank notes. (Figure 1.)

It became apparent from reading the letters that the
operation of the office of the comptroller was identical
to the duties of the United States Comptroller of the
Currency as established by the National Banking Act of
1863 for the issue of National Currency notes. The New
York free banking law was. in fact, the model for the
National Banking Act. So the Laws of the State of New
York for 1838, Chap. 260. "An Act to authorize the
business of banking," was consulted to put the letters in
perspective. Details of the law were undoubtedly modi-
fied during the more than 20 years the law was in effect;

an Act of 1843 is cited in the letters and an exhibit is
included. The following is a juxtaposition of the law.
the letters and commentary seeking to develop a fictional
example of the "life and working" of a free bank in New
York state.

Time law: #15. Any number of persons may associate
to establish offices of discount, deposite (sic) and cir-
culation, upon the terms and conditions, and subject to
the liabilities prescribed in this act; but the aggregate
amount of the capital stock of any such association shall
not be less than one hundred thousand dollars.

The law: #16. Such persons, under their hands and
seals, shall make a certificate which shall specify: 1. The
name assumed to distinguish such association, and to be
used in its dealings: 2. The place where the operations
of discount and deposite (sic) of such association are
to be carried on, designating the particular city, town
or village: 3. The amount of the capital stock of such
association, and the number of shares into which the
same shall be divided: 4. The names and places of resi-
dence of the shareholders, and the number of shares held
by each of them respectively : 5. The period at which
such association shall commence and terminate; which
certificate shall be proved or acknowledged and recorded
in the office of the clerk of the county where any office
of such association shall be established, and a copy
thereof filed in the office of the secretary of state.

The law thus permitted any group of individuals to
form a bank without receiving a charter from the state
legislature if they met the requirement of deposit of state
stocks to secure their notes and other conditions. That
this permitted some inept persons to enter banking is
beyond question—but their circulation, at least, was
secured.

The following letter from the White Plains Bank was
written on the unused sheet of a letter from the comp-
troller asking for more information on the bank. The
comptroller's letter has disappeared.

White Plains, Augt 8th 1844

Mr. Azariah C. Flagg

Sir As I perceive by the law that I am required to
give the names of any persons that may be directly or In-
directly concerned in the Institution of mine, and as I am
not fully advised as to whether it should be embodyed
(sic) in the report, or simply by a statement, in letter,
I now Say: that as President, I am Concerned. Richard
Cadmus, of Brooklyn, Whole Sale Grocer, and Seely &
Crawford 107 Broad Street Oil merchants these and these
alone, are interested, in the Bank. either directly or In-
directly. If you should advise a different Course as to
report, It shall be promptly attended to. The Cashier Mr.
Cadmus, Signs this also, in lieu of the Report.

Yours Most Respectfully
Elisha Crawford
Richd Cadmus

Sworn & Subscribed
before (me) this 9th day of August 1844

Elijah (Ginon?)
Justice of the Peace
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Fig. 1. A hand-written letter typical of the type of correspondence received by the
New York Banking Department.

The White Plains Bank was in operation for ten years
but moved to Yorktown in May, 1849, and to Naples in
December, 1849, before suspending in 1854. Its begin-
ning foreshadowed its course, because as early as May
8, 1846, 5607 of the bank's circulation was protested for
non-payment I a part of the law dealt with later). The
bank obviously made the notes good within ten days or
it could not have remained in business as long as it did.

The law: #17. The certificate required by the last
preceding section to be recorded and filed in the offices

of the clerk of the county and secretary of state as afore-
said, or copies thereof. duly certified by either of those
officers, may be used as evidence in all courts and places
for and against any such association.

The law: #2. Whenever any person or association of
persons formed for the purpose of banking under the
provisions of this act, shall legally transfer to the comp-
troller any portion of the public debt now created or
hereafter to be created by the United States or by this
State, (Figure 2) or such other States of the United States
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Fig. 2. Security pledge of public stocks of New York and bonds of the United States
fills the bottom border of this note.

Fig. 3. This note, payable at a bank
specifically outlawed

as shall be approved by the comptroller, such person or
association of persons shall be entitled to receive from
the comptroller an equal amount of such circulating notes,
of different denominations. registered and countersigned
as aforesaid; but such public debt shall in all cases be,
or be made to be, equal to a stock of the state producing
five per cent per annum; and it shall not be lawful for
the comptroller to take any stock at a rate above its par
value.

The law: #33. No association of persons authorized to
carry on the business of banking under this act, shall at
any time, for the space of twenty days, have on hand at
their place of business, less than twelve and a half per
cent in specie, on the amount of the bills or notes in
circulation as money.

other than that of the issuer, is the type
by the Free Banking law.

Our certificate has been filed in performance of the law.
Very Respectfully

Your Obt Servt
Alex Wright, President.

N. B. We are now engaged in investing our money in the
Stocks that are necessary to comply with the law, and any
information you can furnish me I will regard as a high
favor.

Alex Wright, Pres.

Bank Deptmt
Manhattan Company
New York 15 October 1844

Azariah C. Flagg Esqr
Comptroller &c

Dear Sir
Goshen, N. Y. Oct. 3, 1851

Daniel B. St. John Esq.
Supt. Bank Department

Albany

Dear Sir,
Please have the kindness to authorize Mssers. Rawdon,

Wright, Hatch & Edson to prepare for the Goshen Bank,
Orange County, one plate consisting of 1, 1, 2, 5 Dollar
notes, and one plate consisting of 10, 20 Dollar notes, and
to print from the 1, 1, 2, 5 plate 10,000 Impns equal to
$90,000, and 2,000 Impn , 10, 20 plate, equal to $60,000—
making in all $150,000.

I enclose the following certificates of New York State
Five per cent Stock in your name in trust
No. 3234 $1000 Genesee Valley Canal 5's 1860

3839 	 1000 Erie Enlargement 5's 	 1855

$2000 for the Exchange Bank Stockport

	No. 3233	 1000 Cayuga Seneca & Oswego Canals 5's
1846

for the Bank of New Rochelle West-
chester Co.

No. 3231 $1092 Genesee Valley Canal 5's 1858

	

3838 	 1708 Erie Enlargement 5's 	 1858
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$2800 for Robt Codd's Bank of Buffalo

I am

With much respect

Your Obt Sev t
J. M. Morrison

The law: #5. The comptroller may give to any person
or association of persons so transferring stock in pur-
suance of the provisions of this act, powers of attorney
to receive interest or dividends thereon, which such per-
son or association may receive and apply to their own
use; but such powers may be revoked upon such person
or association failing to redeem the circulating notes so
issued, or whenever, in the opinion of the comptroller,
the principal of such stock shall become an insufficient
security; and the said comptroller, upon the application
of the owner or owners of such transferred stock in trust,
may, in his discretion, change or transfer the same for
other stocks of the kinds before specified in this act, or
may re-transfer the said stocks, or any part thereof, or
the mortgages, or any of them hereinafter mentioned
and provided for, upon receiving and cancelling an equal
amount of such circulating notes delivered by him to
such person or association, in such manner that the cir-
culating notes shall always be secured in full either by
stocks or by stocks and mortgages, as in this act provided.

North River Bank
Oct 7th 1844

Dear Sir

I have received from the Banking Department Three
hundred & twenty five Dollars for Interest due the 1st
hist on $30,000 New York State 5 per cent Stocks.

Yours Respectfully

A. B. Hays, Cr
A. C. Flagg Esq

Comptroller

The law: #3. Such person or association of persons
are hereby authorized, after having executed and signed
such circulating notes in the manner required by law to
make them obligatory promissory notes payable on de-
mand, at the place of business within this state, of such
person or association, to loan and circulate the same as
money, according to the ordinary course of banking
business as regulated by the laws and usages of this state.

The law: #31. It shall not be lawful for any associa-
tion formed under the provisions of this act, to make
any of its bills or notes of a denomination less than one
thousand dollars, to be put in circulation as money, pay-
able at any other place than at the office where the busi-
ness of the association is carried on and conducted.
(Figure 3.)

The law: #21. Contracts made by any such associa-
tion. and all notes and bills by them issued and put in
circulation as money, shall be signed by the president
or vice-president and cashier thereof; .. .

The law: #1. The comptroller is hereby authorized
and required to cause to be engraved and printed in the
best manner to guard against counterfeiting, such quan-
tity of circulating notes, in the similitude of bank notes
in blank. of the different denominations authorized to
be issued by the incorporated banks of this state, as he
may from time to time deem necessary to carry into effect

the provisions of this act. and of such form as he may
prescribe. Such blank circulating notes shall he counter-
signed, numbered and registered in proper books to be
provided and kept for that purpose in the office of said
comptroller, under his direction, by such person or per-
sons as the said comptroller shall appoint for that pur-
pose, so that each denomination of such circulating notes
shall all be of the same similitude and bear the uniform
signature of such register, or one of such registers.
(Figure 4.)

The comptroller ordered the bank notes and it was
to him that the printers went for business.

New York Oct. 28. 1841
Hon. John A. Collier

Comptroller &c

Sir—

We have recently had conversation with Mr. E. Watson
of Albany, on the subject of his invention for preventing
the alteration of notes.

The plan itself is simple, & if carried out with skill in
the execution, would no doubt add to the security of the
notes, in respect to alterations. We have thought it proper
to say that if you should wish to adopt this principle in
the notes for the Free Banks, we would have pleasure in
preparing the necessary work, & our Medallion work ap-
pears peculiarly adapted to carry out his design.

In place of the proposals which we handed you on the
14th. Sept. we wish to substitute the following, which we
trust will be more satisfactory to yourself, & better for
the Banks & public for whose interest you labour.

We propose to furnish any or all the denominations on
steel plates at $300. for four notes, and as the Banks now
in operation have procured 2, 3 &c we will unite those
denominations on a plate with the Ones when ever re-
quired, & charge only for the ones.

We confidently believe that our work would be done in
a manner to meet your approbation, and if the terms we
now propose should not be entirely satisfactory, we will
engage to make them so, & to undertake the work on at
least as favorable conditions as may be offered by any
respectable Engravers.

Very Respectfully

Your Obt. Servant
Danforth, Underwood & Co.

Danforth, Underwood & Co. operated from 1839 to
1843; the firm then became Underwood, Bald. Spencer
& Hufty and that name was added to the face of its notes.
(Figure 5.)

The law: #13. The plates, dies and materials to be
procured by the comptroller, for the printing and mak-
ing of the circulating notes provided for hereby, shall
remain in his custody and under his direction; and the
expenses necessarily incurred in executing the provisions
of this act. shall be audited and settled by the comptroller,
and paid out of any moneys in the treasury not other-
wise appropriated; and for the purpose of reimbursing
the same, the said comptroller is hereby authorized and
required to charge against and receive from such person
or association applying for such circulating notes, such
rate per cent thereon as may be sufficient for that pur-
pose, and as may he just and reasonable.
(Duplicate)
No. 50 Office of DRAPER, TOPPAN & CO., 16 Wall-

street New-York, Septr 21, 1846
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Fig. 4. An early note secured by public stocks only, apparently designed before the
adoption of an emblem by the banking department.

Fig. 5. A proof sample of the work of Danforth, Underwood & Co., New York, but
printed after the firm became Underwood, Bald, Spencer & Hufty, Philada.

We Certify, that we have this day placed our respective
seals on One package containing the following plate of
the Mechanics Banks Association viz: Steel plate $ 1, 1,
2, 2.

Description of Seals attached to said Package

1. Seal of Wm. S. Coe, Agent: six stars, with this in-
scription, viz. "Banking Department. Wm. S. Coe, Agent
for Comptroller."

2. Seal of Draper, Toppan & Co., with this inscription:
"Draper, Toppan & Co., New-York," and one star.

Charles A. Coe, Agent
Toppan Carpenter & Co.
per S. S. Jocelyn

I have received this day the Plate described in the above
Certificate. New-York, 21st Sept. 1846, and have placed
the same in the vault of the Manhattan Coy (sic) subject
to the order of the Comptroller.

Charles A. Coe, Agent.

The preceding certificate is a partially printed form
used after the change of name of the bank note company
in 1845 from Draper, Toppan & Co. to Toppan. Car-
penter & Co. and shows that plates were stored in the
vaults of the Manhattan Company in New York, handy
to the printing plants, as well as in the vaults of the Bank
Department.

Butchers & Drovers Bank
New York Feby 24, 1847

Hon. A. C. Flagg, Compt

Sir

We wish to have printed by Messrs. Rawdon, Wright &
Co. who will furnish the paper, Five thousand Impressions
of the 20 Dollars plate (say 2s, 3s, 5s & lOs being) (our
one plate) your attention to the same will much

oblige your obt servts
Jacob Sims, Prest.
S. W. Townsend, Cashr.

Bank of America, April 28th, 1847

Dear Sir

Will you be pleased to authorise Messrs Draper, Toppan
& Co. to print five hundred impressions from our plate of
$50 & $100 Notes, and also Messrs Danforth, Spencer &
Hufty to print five thousand impressions from our plate
of $5 & $10 Notes.

I remain very respectfully

Your Obt Servt
( ) Newbold, Prest

A. C. Flagg, Esq.
Comptroller &c
Albany
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Mechanics & Traders Bank
New York, February 17" 1847

Dr Sir

On or about the first of April next we shall have about
$20,000 of mutilated notes to be destroyed. It would be
very convenient for us to have them immediately replaced
with new notes. You would therefore oblige us by order-
ing Messrs. Rawdon, Wright & Co. to furnish Two
Thousand impressions from our five dollar plate (say
plate of $1, 1, 1 & 2) and seven hundred and fifty impres-
sions from our Thirteen dollar plate (say $2, 3, 5 & 3)
making an amount of $19,750 this would enable you to
have them ready about the time we would need them, could
this be so arranged it would confer a favor.

Respectfully
Yours

E. D. Brown, Cash.
H. H. Van Dyck, Esq.
Albany

The law: #6. The bills or notes so to be countersigned,
and the payment of which shall be so secured by the
transfer of public stocks, shall be stamped on their face,
"Secured by the pledge of public stocks." (Figure 6.)

Greenwich Bank N. Y. May 10 1847

A. C. Flagg, Esqr
Dr Sir

Will you please authorize Messrs Toppan, Carpenter &
Co. of this city to print from our plate 100, 50, 20, 20 three
hundred sheets—and have one hundred sheets registered,
and inform us when they are ready that we may fix upon
some day to exchange our mutilated notes for them, and
the 500 sheets of 10, 10, 5, 5, you now have ready, which
were registered by mistake in lieu of the 1, 1, 2, 3.

Very Respectfully

Your Obt Servt
B. F. Wheelwright, Prest.

Responding to the orders for hank notes from the
banks the comptroller placed the orders and received
replies from the printers in the following tenor:

New York, Oct. 12th /44
W. W. Van Zandt, Esq.
Chief Clerk, Albany

Dear Sir: Yours of the 9th inst post marked the 10th
did not reach us untill (sic) this morning. We recd yours
of the 7th inst by due course of mail, in which we found
check for Three thousand eight hundred and thirty six
29/100 ($3,836 29/00) and which we neglected to ac-
knowledge at the time.

Your recent orders for printing are receiving prompt
attention & will be forwarded (in part) on Monday.

Your Obdt Servant
Rawdon Wright & Hatch

per Wm. H. Whiting

Dear Sir : Mr. Rawdon's absence & the sickness of Mr.
Wellstood has thrown more than usual business upon me,
so that untill (sic) yours of the 9th I entirely forgot to
acknowledge the chk. as you requested. Shall be glad to
see you next week. W.

New York May 9th 1843
Hon. A. C. Flagg
Comptroller

Sir:

Yours of the 8th inst recd this day. We send this
afternoon 500 imprs 5, 5, 5, 5, for the "Bank of Syracuse,"
which we trust you will safely receive.

We remain
With respect
Your Mo. Obedient Servants
Rawdon Wright & Hatch
per Wm. H. Whiting

Sealed packages of the notes were receipted to express
companies for delivery to the comptroller for registry
and then to the bank as noted in the following two
exhibits.

(Duplicate.)
No. 89 Office of DRAPER, TOPPAN & CO., 16 Wall-

street New-York, Sept'' 21, 1846

We hereby Certify, that we have this day placed our
respective seals upon One package of blank Bank Notes,
for the Mechanics Bankg Association and that said pack-
age so sealed, has been counted by us, and contain (sic)
the following impressions, viz: One Thousand (1,000)
from pl. 1, 1, 2, 2 $ & 5 bad.

Description of Seals attached to said Package

1. Seal of Wm. S. Coe, Agent: six stars, with this in-
scription, viz. "Banking Department. Wm. S. Coe, Agent
for Comptroller."

2. Seal of Draper, Toppan & Co., with this inscription:
"Draper, Toppan & Co., New-York," and one star.

Charles A. Coe, Agent
Toppan Carpenter & Co.

per S. S. Jocelyn

I have received this day the Package described in the
above Certificate. New-York, 21 September 1846.

Livingston & Wells
M. Livingston

New York 21st September 1846

A. C. Flagg Esqr
Comptroller, Albany

Dear Sir:

You will please find annexed receipt for one package
cont'g 1000, and 5, bad, impressions from Plate 1, 1, 2, 2
of the Mechanic's Banking Association, sent you this day.

Your Obedt Svt
Charles A. Coe

New-York Novel' 28th, 1846

Mr. W. W. Van Zandt
Bank Department

Dear Sir,

Yours of the 23d inst came to hand on the 25th, & on the
same day I called at the office of Livingston & Wells's
Express. The package Delivered to me contained 350
impressions 10's & 20's of the New-York State Stock Se-
curity Bank, duly registered by Mr. Chs Callender, as
follows,—

Letter A No. 1 to 350 inclusive, is 350 10's amounting
to $3,500.—

do A do 1 to 350 	 do	 do 350 20's do
7,000

$10,500.
Making in all
350 notes of 10 Dollar- 	 $ 3,500
350 do 	 20 do 	 7,000

Total amount—Ten thousand five hundred dollars—$10,500
I found the above correct, & accordingly, I hereby

acknowledge it.
Yours, very truly,
L. Bonnefoux
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Fig. 6. A note secured by pledge of public stocks and with a prominent emblem of the
banking department but apparently counterfeit since no place is provided for the

cashier to sign the note.

The notes of $10 and $20 of the New York State Stock
Security Bank cited in the letter above are, perhaps, a
new revelation since D. C. Wismer cited no notes for this
bank in his list. They may have been found, of course,
in another source.

Receipts from the Bank of Commerce show receipt of
some of the earliest shipments of their notes. including

History In Your Hand
By John T. Hickman

"This bill looks strange," the merchant said,
`I'd somehow got it in my head
That all my bills had seals of green,
And so I don't believe I've seen
A bill like this; the seal is brown,
And here's a name- a distant town.
It even has a different look ;
I'm wondering now if I've been took".
"Don't worry, friend, that money's good,
It always was, and well it should.
Our country's bonds, then backed by gold,
When gold was cheaper, when it sold
An ounce for twenty bucks or so,
And other prices too, were low,
Backed up those notes, one hundred per,
You couldn't lose, not ever, Sir."
It started many years ago,
A Civil War, with days of woe,
Had stretched our money out of reach,
And so our problem was to teach
Our people and our bankers all
To use new money, and to call
For NATIONAL BANKS throughout the land.
The old type bank notes then were banned
And bright new Nationals proud with art
Circulated through the mart.
Each was the same, but different, too.
They all had names that even you
Would recognize; our own bank here
Got its own notes like others near.
They circulated far and wide
And spread the word of local pride.
To fuel the commerce of the nation
From Big Stone Gap to White House Station,
From Ballston Spa to Tonapah,
From Birmingham to Beaver Dam,
From Rising Sun to Six Mile Run,
From Callaway to Buzzards Bay,
They coursed like blood through human veins,

the $20. $500 and $1,000 values not listed by Wismer.
A letter from Rawdon, Wright & Hatch dated June 16,
1843, gives notice of shipment of 500 sheets 1, 1, 1, 1,
for James Bank. Jamesville—another unlisted note.

(To be continued)

Down city streets and country lanes.
In our pockets, purses, tills
They settled up our peoples bills,
At Kinderhook, they bought a book;
At Newport News, they paid for shoes.
A house in Memphis paid their Queens
With notes from banks in New Orleans.
An abstract fee was paid in Nampa
With notes a drummer brought from Tampa.
A Tulsa cowpoke locked in jail
Used Kansas notes to pay his bail.
They circulated up and down
The countryside, until we found
A better way, or so we thought,
To stretch our money when it bought
Too many goods in times of stress
And put the country in duress.
A Central Bank is what we need!
A place to finance and to lead,
The way to proper fiscal class!
We all salute you Carter Glass.
You gave us money quite elastic,
Even at a cost most drastic.
And so, the Fed Reserve was born
And too, in time our banks were shorn
Of all their bonds and all their notes
Used to finance wars and boats.
Gone are gold seals, brown and blue,
Soon the red seals will be too.
Numbers now instead of names,
Hard for some to learn new games;
And now that green seals are the most,
Please permit this final toast:
Here's to metals, ores and jewels,
Coal, and oil and other fuels
Here's to Farmers, Merchants, Traders,
Butchers, Drovers, Wagon laders
Here's to Citizen, Central, City
Atlas, Aetna, titles witty
Here's to local names and faces,
Mountains, streams and other places,
Battlefiields, and Forts and townsites,
Broken dreams and other dam sites,
Whaling ships and Shoe and Leather,
Indian names and changing weather,
Here's to NAMES all o'er this land-
Here's to history- in your hand.
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