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INTRODUCTORY.

All p r0gr«anT0 bankf now prove the ir aocounta by some method aimilar to  the following: 
** The i t e m  of »11 kinds, before being removed from the teller’i  dctk , are entered in proper 
oolumne upon booki or ghecte» luid the  totftli of tbe ie  colnroni (which ihow  separately the 
total checks received for the clearing hoasc, the checks on w i  of town banks, the checks of 
depositors, etc., etc.), m ost agree with the to tals os shown b ; tlie various departm ents to 
which the items have been distribnted.”—Banker^» M(iga*in9, /««•«, 1899.

I t  seems to be the oooseusus of opinion of the leading bank cashiers and aocouutaots 
tha t the  above embodies the  true  principle upon which nil bank aocouilts should be kept. 
I t  n o t only affords the most satisfactory proof of the varions accounts th a t has ever been 
devised, but, all things considerod, i t  am ounts to a  great saving in time. Numerous bauks 
have informed us th a t under the old system their clerks were never able to leave before six 
o’clock, and often not before eight or nine, while now the  work is practically all completed 
by fonr o’clock, and the clerks are gone by half past four or five, it  never being necessary 
for them  to  spend long weary hours searching for errors as by the old process.

We believe this book contains the most exbaostive, and a t the same time, the most concise 
presentation of w hat ipfty properly be termed the  new bank accounting tha t has yet been 
given. The detailed aooount of the organisation, practical management, and m ethods of 
banks is such as we have ascertained to be the  most approved practice, and while m uch of 
the m atter given is not usually found in works of th is character, we have presented it  feeling 
th a t there is a demand for more accurate and concise inform ation in regard to the detail 
work of banking institution«.



o f TBt 
U N I V ^ S I T ”

MODERN BANKING AND BANK ACCOUNTING.

TH E BU SINESS, ORGANIZATION AND PRACTICAL MANAGEMENT O F BANKS.

W h ftt Í8 a Bank! A bank* ii an in ititu tion  organised for the parpóse of receiTing 
deposits of money, making loans, discoDoting paper, m aking collections, and effecting the 
transmission of money from one place to another. A bank is prim arily a place for the safe 
keeping of money. A banker is a dealer in  money.

S o u rc e s  o f  R e c e ip ts . T he disposable means of a bank consist of capital paid in  by 
the shareholders; notes i t  can circulate, if it  be a  national bank; money deposited with it 
by its castom en; money collected for customers and banks (which is freqaently held a short 
tim e before being pnid); money reoeired in the coarse of transmission (sale of exchange) 
which, of coarsc, m ast be repaid in another placo; and bills redisconnted.

S o u rc e s  o f  B ls b o r s e m e o ts .  A bank's disbursemenU consist of checks, drafts, etc., 
cashed by the paying teller; bills discounted; tim e and demand loans made; money paid out 
for cu rren t expenses; shipm ents of money to  o ther banks in settlem ents of balances; and 
interest paid on time deposits.

P ro f its .  T he profits of a bank arise mainly from discount, interest, dividends on stocks 
and bonds held, and collection and exchange.

S e rv ic e s  R e n d e re d  D e p o s i to r s .  T he principal servioes which a bank renders to  its 
depositors are: Affording a s«ifo and convenient place in which to keep money; paying 
checks as directed by the depositors; collccting checks, notes, drafts, e tc .; disconnting notes 
for and making loans to the depositors; and providing means for the transmission of money.

K in d s  o f  B a n k s . Banks are divided into the  following classes: national, state, and 
private. Banks which issue notes which circulate as money (as national banks) are often 
term ed banks of issae, while thoae which do a disoount business, b u t do not iu a e  bank notes, 
are known as banks’of d iscoun t

NATIONAL BANKS.

W h a t is  a  N a tio n a l B an k  T A national bank is á bank organized under an ac t passed 
by Congress, entitled **The N ational Bank A c t” ; and in addition to doing a general banking 
bnsiness, it  has au thority  to  issue circala ting  notes against bonds deposited w ith the T7. S. 
Treasarer. The governm ent does not own nor conduct the bank, b n to n ly  authorises its 
creation and proscribes tite mode of doing business. Every banking association doing busi­
ness under th is ac t is governed by the  same principles, is subject to the  same inspection, 
uses the same forms in m aking reports to the  com ptroller a t  W ashington, and is liable to 
the same penalties for the violation of any requirem ent of the national banking law.

C o m p tro l le r .  National banks are under the d irect snpervision of the Comptroller of 
the  Currency, W ashington, D. 0 . The com ptroller is appointed by the  President on the 
recommendation of the Secretary of the Treasury, by and witli the advice and consent of the 
Senate. H e bolds his offico for a  term of five years, and receives a salary of $5,000 per year.

* A aj iDsUtutl«» that rcceirca depoaits subject to cbeck, aad loaoa money on aecurUj, U dolag •  baokiof



Hu is re<|uired to give bond fur |100»000. He caunot be intereatcd in a n j  national bank» 
and muBt make a repK>rt to Gungress oncc a year. He ap]x>inta all bank examiners and 
receivera for iosolveot national banks.

N a tio n a l B an k  E x a m in e rs .  These officials are appointed by the com ptroller to 
examine the  affaira and report upon tlie condition of national banks. They are paid a 
certain am ount for each bank examined. U nder the law there is no lim it tb the  number of 
examiners who may be appointed or the number of time« a bank may be examined, both 
being left to  the judgm ent and discretion of the com ptroller. All national banks, howerer» 
are asnally examined a t least as frequently os once a  year.

P o w e rs . National banks hare power to adopt and use a corporate seal; to bave succès* 
sion to r a  period of twenty years; to  make contract«, to  sne and be sued; to elcet directors, 
and by its  board of directors to elect officers, to make all needful by-laws not inconsistent 
with the national bank act, to discount and n ^ t i a t e  notes, drafts, bills of exchange, etc.; 
to receive deposits, buy and sell exchange, coin and bullion, to loan money on personal 
security, and to  iMue and circulate its own notes.

An act of July 18, 1883, pioWdM that •  natioDtl buik  may, aoy time within two y ean  preriotii to 
the dale of the tenninttioB of iu  eziateoce, extend Its period of aucceaalon for oot more than twenty year«, 
by the approTol of the comptroller.

The word« “  penooal aecarity '* are used la cootndlaünctioo to real eetate eecurUy, and do not mean 
that national bank« are limited to loaning money on the aecurity afforded by iadorser« or penonal aureti««. 
On the contrary, national banka have a perfect right to loan money oa atocka aod booda, bUla of lading, 
warehouae receipU, choaea in aetloo. or other peraona) chattel«. In  the abaence of collateral, banka uaoally 
eodeaTor to get at leaai two name« to all paper which they dlecount or upon which they make lo au , but 
«u€^ 1« not obligatory nader the statute.

S to e k h o ld e r s ’ L i a b i l i ty .  The stockholders of erery national banking association are 
held individually responsible for all debt« and engagements of said banking association to 
the extent of the par value of the ir stock in addition to  the  am ount inTested in  such stock. 
In  other words, if a  stockholder owns 12000 in capital stock of a national bank, and such bank 
ihonld fail, he may be called upon by the com ptroller to  pay in to the  bank 12000 in cash in 
addition to  the loss of his stock, if such be necessary for th e  adjustm ent of the bank’s liabilities.

R ea l E s ta te .  N ational banks are prohibited from holding real estate except under the 
following conditions:

The building in which it  docs btisiness, and land mortgaged to  secure a loan which was 
made in good faith  upon personal security, b u t such land caunot he held for a longer period 
than five years. Banks cannot make loans on the ir own stock except to prevent losses on 
loans previously made.

. R e s e rv e . National banks are required to keep on hand  a t  all timea a  lawful money reserve. 
This reserve shall equal 26% of the  deposits if the bank is located in a large city, and 15^ of the 
deposits if  located in  a  small city.

O T e re e r tify in g  C h eek s. National banks are prohibited under severe penalty from 
certifying a  check in excess of the depositor's account.

S n r p lo s .  Each national bank shall aocnmulato a  surplus by setting apart one-tenth of ite 
net profltj before declaring any dividend, until th e  surplus equals 20^ of the  capital stock. I t  
is fu rther provided tha t no dividend shall bo deqlarod in excess of the net profits, after deduct- 
log  the surplus. I t  is unlawful to payou t the capital or surplus in dividends, w ithout the sur­
plus is in excess of the required 20^, in which case it may ho disposed of as the bank sees fit.

6  M O D ERN  B A N K IN G  ANT« BA N K  A CCO U N TIN G .
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R e p o rts  to  C o m p tr o l le r .  HAuks m ust make a t  least five reports to the comptroDor 
during  the year. These reports are made a t sach times as the com ptroller m a j call for them.

o r g a n i z a t i o n  OF A NATIONAL BANK.

S u cc B ss iv B  St e p s  N scB se iR Y .

X a m b e r  o f  P e r s o n s  N e c e s s a ry . An association for ca rrjing  on the basiaess of 
national banking m a j be organised by any nnm ber of persons, not less than  five.

C a p ita l B e q a ir e d .  T he national banking law provides tha t national banks in cities 
of 50,000 persons, or under, m ust h a re  a  capital of no t less than  1100,000. I f  the population 
of the city exceeds 50,000 persons no national bank can be organised with a  capital of less 
than 1200,000. In  t^wns of 6,000 inhabitants and ander, national banks may be organised 
w ith a  capital of $50,000, and in  towns of 3000 inhabitants and under national banks may be 
organised with a capital of 125,000, w ith the approval of the Secretary of the Treasury.

S e le c tin g  a  N am e . Any nam e may bo selected which does not conflict w ith some name 
already in ase in th a t particu lar city. I f  there are o ther national banks in the city, bu t no 
F irs t N ational bank, the  nam e F irs t N ational cannot be used. No bank or banking associ­
ation except a national bank  has a  r ig h t to the use of the word nationaL”

S e e o r in g  S al> serip tioD S  to  t h e  C a p i ta l  S to c k . This is usually done by a oommittee 
appointed to attend to the m atter. I t  is generally considered wise to distribute the stock, 
so far as can oonvoniently be done, am ong the v a r i ^  interests of the city and surrounding 
country. For the  purpose of secaring  sabsoriptions a  blank sim ilar in form to the following 
is employed.

St o c k SuascBimoif liisi. 
fe, the underalgned, do hereby aubaorlbe for the nuaber of ahsires 

of etook set oppoaite our reapeotive oaBee, for the organisation of a 
national baaklns aaaoolation, to be orsaaiaed under the \awa of the 
United States with a oapltal of One Hundred Thouaand Dollars, divided 
Into On# Thousand Shares, the par value of eaoh ahare being Coe Hundred 
Dollars: said national banking assoolatlon to be looated In the olty 
of Chester, State of PennsyXvsmla, and to be oalled the "Traders 
national Bank.*

Bm. u a . Acnsn. . u » .
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