
SENATE No. 91.

The subscriber, a member of the Special Joint Commit-
tee, to whom was referred an order of the 22d March,
ult., instructing them to inquire into the expediency
of revising or repealing the law, allowing damages on
protested drafts and bills of exchange : and also to
consider the expediency of repealing the law, author-
izing the banks to issue post notes bearing interest,
has taken these subjects under consideration, and asks
leave to make the following

In recurring to the reasons assigned for the passage of
the law, allowing damages to be taken on protested
drafts and bills of exchange, and which ultimately in-
duced the Legislature, in lb 19-20, to enact the bill in
question, the subscriber finds among others the follow-

CommoniucaUi) of

MINORITY REPORT.

MINORITY REPORT.



April2 PROTESTED DRAFTS, &c.

ing as the most prominent, viz.—That hanks or individ-
uals discounting such paper, are entitled to all the protec-
tion which the laws are capable of affording: and that,
to guard against fictitious, and loose transactions, it had
become necessary to annex a penalty equivalent to the
supposed injury, for all bills of exchange and drafts for
their non-payment at maturity, at the places where they
were made payable. But, as these negotiations have
been principally confined to the banks, and as all banks,
which undertake to make such negotiations, have ac-
counts with the banks in the vicinity, where such paper
is made payable ; I have been unable to discover, that
any serious inconvenience, or damage, has ever occurred
to the holders of such paper, in the event of its non-pay-
ment at the places designated. When the law first went
into operation, it afforded a strong legal temptation to all
the banks in the Commonwealth, to extort from their
customers, what justice and equity manifestly with-
held ; but, to the honor of the directors of a majority of
the banks in the Commonwealth, sympathy for the suf-
ferers soon assumed the place of law, and this oppressive
statute has become obsolete in the country towns by
common consent. The Lvnn Mechanics Bank, for in-
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stance, did avail itself of the provisions of this act in
the year 1820, and exacted several hundred dollars dam-
ages from its customers, but, at a subsequent period, it
restored the whole amount to the sufferers, and, for the
last sixteen years, it has never demanded a single dol-
lar in the shape of damages, and the subscriber is credi-
bly informed, from many other parts of the Common-
wealth, that it is now a rare thing for any bank even to

remind their customers, that such a law is in existence.
The subscriber has not been able to discover any good
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effects resulting from this law, either as an admonition
against fictitious transactions, or to regulate trade be-
tween any sections of the country ; in fact, this law forms
no part of the basis of trade, and is never even thought
of, except when an unfortunate individual has a draft
protested, that has been discounted in Boston. And
when he shall plead for a remission of damages here, in
accordance with the general practice in other places, he
is coolly referred to this oppressive statute, and deliber-
ately told that corporations have no bowels of compas-
sion.

Instances have occurred, where two thousand dollars
damages have been received on a single draft; and, with-
in the last week, nine per cent, has been paid to a bank
in this city, where the suffering party will, in all proba-
bility, lose the whole amount on which the draft was pre-
dicated. In the absence of all other reasons for repeal-
ing this law, the subscriber would deem this diversity of
practice under its provisions, emanating as it does from
the opposite suggestions of might and right, a sufficient
warranty, to recommend it. And where is the justice
of a law, which falls thus exclusively on the unfortunate,
and extorts, from honest enterprize, and industry, such ex-
cessive damages, and under circumstances, against which
no human foresight could provide ? A law which sympathy
and equity revolts at, and which puts mercy to the blush
to enforce its provisions ? Is it not sufficient, for the
cause of justice, that an unfortunate individual shall lose
his honest dues, and refund to the holder of his pro-
tested bill, the full amount of principal and interest, with
incidental expenses of protest, postage, &c., without be-
ing obliged to pay to the fortunate holder nine per cent,

damages? And shall the few, who still cling to the pro-
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visions of this law, with unblushing tenacity, be suffered
any longer to enrich themselves on the misfortunes of
their fellow citizens, where no apparent public good is
promoted ?

Let it not be urged, as a reason for the continuance
of this law, that the liability of loss, by the holders of
drafts and bills of exchange, demands this kind of pro-
tection ; for it is a fact universally acknowledged, that the
banks, (which constitute the principal creditors in such
negotiations) are, of all others, the most careful to exact
undoubted security from all their customers, and, conse-
quently, it seldom happens that they sustain any positive
loss : and that the privileges they now enjoy are suffi-
ciently numerous, without the provisions of this act, al-
lowing damages on protested bills ; which I consider un-
reasonable in its application, and manifestly unjust in its
tendency, and that the same ought to be repealed, or so
far revised, as to reduce essentially the rates now allow-
ed by law. With regard to the second branch of the in-
quiry, the subscriber would respectfully premise, that no
practical benefit has resulted from the act, authorizing the
banks to issue post notes bearing interest. The privileges
heretofore granted to the banks, with regard to the issue
of bills, payable on demand in gold or silver, are as lib-
eral in the opinion of the subscriber, as the public safety
will warrant, without extending those privileges, by al-
lowing them to issue notes or bills, redeemable at a fu-
ture day from their date, for which the public have no
sort of security predicated on any solid basis ; which is in
fact virtually increasing their liabilities without any equiv-
alent.

The multiplicity of banks, and the consequent increase
of bank capital, is daily lessening the relative proportion,
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that specie hears to banks notes, which renders it criti-
cally hazardous, in my opinion, to increase the proportion
of the latter ; especially in bills not redeemable on de-
mand, and which should not be resorted to, unless a par-
amount good is thereby to be effected. 1 am persuaded,
that no such good can be derived from this method of ex-
tending bank credit, as it merely forces their liabilities to
a future day, which must be cancelled at maturity, byre-
deeming these excessive issues, with money ; or, what is
more likely to take place, by issuing another emission.
By these fictitious means, the customers of the Banks are
enabled to extend their own business and consequent lia-
bilities so much further beyond their ordinary amount, as
these means exceed the ordinary bank issues. And, what
are the anticipated results of such excessive negociations,
but the very same which now appear so evidently thick-
ening around us? Every project of speculation, and
reckless enterprise has been encouraged and sustained,
by these artificial means, until the whole country seems
driven to the wall in absolute perplexity, and waiting
with fearful forebodings the alarming result ! Such tem-
porary relief may save some from immediate bankruptcy ;

but it affords no permanent relief, but on the contrary, in-
creases the evil. It is true, that the issue of Post notes,
bearing interest, serves as capital to a certain class of
speculators, who are rapidly increasing in the community,
called Money Brokers, who avail themselves of this com-
pound operation, to grow rich at the expense of the labor-
ing and industrious part of the community ; and it becomes
the Legislature, as the guardian of the public weal, to
look well to every proposition not clearly identified with
well established principles. Examples are not wanting
to show the dangerous tendency of thus extending the
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privilege to the banks, of increasing their issues in the
shape of Post notes. It was to this cause, added to the
practice of pledging hank notes as collateral security, that
the ruin of the Nahant bank is mainly to be attributed ;

for, without these auxiliaries, the President of that insti-
tution, could never have extended the speculations to such
an enormous amount.

Another injurious effect, resulting from the issue of Post
notes, and which is becoming extensive, is the induce-
ment it holds out to every class of the community to in-
vest their surplus funds in this shape, with a view to ob-
tain an excessive rate of interest. The process is easy
and simple. The Banks lend these notes to men engaged
in business, (who are often obliged, when they are refused
discounts in the ordinary mode) to apply for Post notes
with a knowledge of the fact, that many persons holding
cash funds prefer this to individual security. With these
means, they make another operation through the brokers,
and finally obtain the money at an exorbitant rate. And
thus this system may be kept up to the constant evasion
of the laws against usury, and to the detriment of enterpri-
sing individuals, who are now giving employment to a
great portion of the laboring class of the community.

The subscriber considers this law, as an indirect conni-
vance with the Blue Book system so universally reproba-
ted by the whole community, as a species of double-deal-
ing to extort usurious interest; and deserves to be desig-
nated as the second edition of that odious system revised,
and improved by legislative sanction. No doubt is enter-

tained by the subscriber, that this law was honestly de-
signed, by its framers, to relieve the pecuniary embarrass-
ments of the mercantile community, at the time of its en-
actment ; and that it was considered, by its friends, as a
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matter of experiment; but, like many other projects which
are merely experimental, this has failed to promote the
object intended ; and, instead of affording relief to the
community, it is made an instrument, in the hands of the
brokers, to aggravate the evil it was designed to remove.

All which is respectfully submitted,

STEPHEN OLIVER.

And moves to recommit the subject, with instructions
to bring in a bill to reduce the rate of damages on pro-
tested bills and drafts.




