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House of Representatives, Jan. 12, 1838.

Ordered, That Messrs. Curtis, of Boston,
Hantoul, of Gloucester, and
Chapman, of Greenfield,

with such as the Senate may join, be a Committee to
examine into the doings of the Commonwealth Bank, in
the city of Boston, and hear the said bank thereon, agree-
ably to the provisions of the 36th chapter of the Revised
Statutes, and to report the result of their investigations to

the present Legislature: and that, in conducting said ex-

amination, the said Committee have power to send for
persons and papers.

Sent up for concurrence.

L. S. CUSHING, Clerk.

In Senate, Jan. 13, 1838.

Concurred ; and Messrs. Hubbard and Burnell are

joined.

cha’s calhoun, ciert
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The Joint Committee of the Legislature, appointed to

examine into the doings of the Commonwealth Bank,
in the city of Boston, and hear the said Bank thereon,
agreeably to the provisions of the 36th chapter of the
Revised Statutes, and to report the result of their in-
vestigations to the present Legislature, have attended
to that duty, and ask leave to present the following

R E P O R T:

In entering upon the inquiry, the committee felt great
anxiety as to the discharge of the responsible duty assign-
ed to them; being fully acquainted with the public solici-
tude in regard to the affairs of this institution. The
credit of the Commonwealth Bank had been lontr estab-c'

lished : it had been under the management and influence
of leading and distinguished individuals—was the favorite
and confidential depository of the administration of the
general government in the eastern section of the Union;
and as such bad the control of great means, and could
command a widely extended circulation of its bills. Un-
der such management, with such friends, and such exten-
sive resources, the failure of the Commonwealth Bank
has excited a strong sensation in this community, and

gommontoraltlj cf jHasaßKljuscUß.
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with many it was feared to be the precursor of a general
failure of all our banking institutions.

1 n this state of public excitement, the committee deemed
it their duty to look with more than ordinary diligence
into the management of this corporation—to trace the
causes of its great catastrophe, and to ascertain, if practi-
cable, whether its misfortunes were the just result of
public calamities, or the probable consequences of mis-
management and neglect on the part of its officers.

On Monday, the 15th of January last, they commenced
their examination at the banking-house of said company,
and have continued their investigations until they believed
they had possessed themselves of all the important facts
required by the order.

In their inquiry, the committee have had access to the
books and papers of the bank, have been attended by the
directors, cashier and other officers of the bank, and have
obtained such information as was important to them, in
order to enable them to arrive at their results. And the
committee feel it due to each, to observe, that they have
received from them every reasonable aid in the course ot
their investigation.

The committee, at the commencement of their duties,
called for the state of the bank as it then existed, and,
in compliance with this request, they were furnished by
the cashier with a statement of the concerns of the bank,

as made at the close of the business on the 13th January.
It is proper, therefore, to bear in mind, that the investi-
gations and results of the committee have direct relation to

this day. Many transactions have since taken place in

the bank of various kinds —to some of which the com-

mittee will allude—but it is out of their power to give a
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complete history of them, as well from want of time as

from their inability to enjoin the officers of the bank from
further proceedings.

The state of the bank on the 13th January, as present-
ed to the committee, is as follows :

Specie attached and taken away, $ 24,684 34
Balances due from city banks, including

Middlesex, 114,058 36
Bills and checks, 358,183 00
Notes discounted, 884,767 27
Stock owned by the bank, 26,214 59
Expense, 8,046 03

$1,415,945 39
Capital Stock, 500,000 00
Balances due city banks, 180,000 00
Discount account, 14,099 20
Deposites, 528,914 85
Dividends unpaid, 275 50
Interest, 8,846 22
Contingent fund, 13,357 82
Notes Payable, 1 1,500 00
Bills in circulation, 358,952 00

51,415,945 59

It was apparent to the committee, on a cursory view of
this exhibit of the bank, presenting such a large amount
of assets apparently available not only to meet all its de-
mands but to afford aid to others, that the disastrous con-
dition of the country, arising, in so great a degree, from
the derangement, of the currency, did not, of itself, afford a
sufficient reason for the inability of the bank to sustain its
credit. It had been neither required to pay specie for its
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bills, nor had it ceased its friendly relations with the as-
sociated banks; the government, also, not only made no
unreasonable demands, and, whether authorized or not by
the orders of the treasury, it answered demands upon it
in the manner most convenient to itself.

The view thus taken of the exhibit, led the committee
into a careful examination of its several items, and indeed
to analyze every part of the statement; and the result of
their investigation is presented in the following table.



Liabilities of the Bank. Resources of the Bank.

Capital Stock, . . . $500,000’ 00 Specie, ..... $24,684 84
Deduct, owned by the Bank 263 shares, Balances due from City Banks, .

. 139,058 36
which stand charged at $26,214 59 Bills of other Banks, including defi-
atparis, . . . 26,300 00 ciency in Teller’s cash of $O6O 00, 1706 00

• $473,700 00 Memorandum checks, . . 356,479 00
Due City Banks, .... 205,000 00 358,185 00
Discount on Notes, .... 14,099 20 Over Drafts, ..... 194,564 14
Deposites, . . . 523,098 16 Notes Discounted, . . . 884,622 50
Add, difference between the Ledger Difference not ascertained, . . )34 77

and Casliier’s account, . 380 83 884,757 27
523,478 99 Expense account, .... 8046 03

Dividends unpaid, .... 275 50 1,609,295 14
Balance of Interest account, . . . 8846 22 Add Warren Association for guarantee of Note to
ContingentFund, a Profit and Loss ac- Hospital Life Insurance Company, . 50,000 CO

count, commencing with their ope-
rations, ....13,357 82 . 1,659,295 14

Add, difference between par value of Deduct from which Expense Account, . 8046 03
263 shares deducted above, and cost

, 7~—— :

of same, $26,214 59, . . 85 41 $1,651,249 11
13,443 23

Post Notes in circulation, . . 11,500 00
Bills do. do. . . 358,952 00

370,452 CO

1609,295 14
Add guarantee to Massachusetts Hospital Life In-

surance Office, for note of Warren Association, 50,000 00

Amount carried over, . 1,659,295 14 Amount carried over, . $1,651,249 11
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Liabilities of the Bank. Resources of the Bank.

Amount brought over, . $1,659,295 14 ;; Amount brought over, . $1,651,249 11
From which deduct;

Discount account, . . 14,099 20
Interest, .... 8846 23 i
Contingent Fund, . . 13,443 23 |

36,388 65 .
'

1,622,906 49
Leaving a nominal balance in favor of the Bank, of 28,342 62 \

j
$1,651,249 II 1 $1,651,249 11
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This statement the committee believe is correct in
every material point, as it is derived wholly from docu-
ments furnished by the officers of the bank. It will be
perceived, that the essential difference between the two

statements consists in the amount of debts due to the
bank, exclusive of debts due from any other bank, and of
the bills of any bank so indebted. The committee state
the amount of debts due to the bank to be $1,435,800 41
besides its own stock of $26,214 59, and the debt of
$50,000, of the Warren Association, for which the bank
are endorsers or guarantors ; while in the statement of
the bank the debt appears to be only $884,757 27, shew-
ing the great difference of $551,043 14.

This variation arises from the different view taken of
the assets in the teller’s hands, and of the amount actual-
ly due to depositors. The item of $358,185, is repre-
sented in the bank statement as bills and checks in the
teller’s hands, of course convertible into cash, and conse-
quently equivalent to money. But the committee find
that this large amount, instead of being the bills of other
banks, or checks drawn on other banks, consists, in fact,
(with the exception only of about $690 in bills of other
banks,) of loans on notes and memorandum checks, and
of stocks now owned or assumed by the bank, upon near-
ly all of which interest is accruing, or dividends may have
been received, and they constitute a debt due to the bank.
And it may here be mentioned, that of this large sum in
the teller’s hands $120,956 06 was placed with him by
the cashier on the morning of the same 13th of January.

Ihe amount of deposites by the bank statement is
$328,914 85. But the committee, in the investigation of
the deposite account, ascertain that the actual amount of
monies standing to the credit of its various depositors, is

2
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$523,478 99, and the amount of over-drafts, or in other
words, of monies drawn out of the bank by various indi-
viduals, having nothing standing to their credit on the
books of the bank, appears to be $194,564 14, upon
which accounts the bank has been in the practice of re-
ceiving interest, including, however, in this sum $9,450
of Commonwealth Insurance Company stock. If these
facts, then, in regard to the debts due to the bank are
true, the manner of stating the account by the committee
is a correct mode of shewing the true state of the bank.

The amount of loan exceeding twice the capital of
the bank independent of debts due from other banks
and of their bills, led the committee to examine whether
the excess of loan W'as accidental, and this manner of
stating their account a mere inadvertence, or whether the
conduct of the officers of the bank had been such as to

lead to the conclusion that there had been a designed
concealment of the amount of the loan.

It appears, on looking into the amount of memorandum
checks, notes, &c., in the teller’s hands on the 13th of

January, that $14,000 consists of bank and insurance
stocks now belonging to the bank; of memorandum
checks, and notes bearing date, in the years 1825, $250;
in 1835, $8200; in 1836, $122,329 85; in 1837, $165,-
322 74; and in 1838 $56,376 41. The system then of loan
by memorandum checks and notes lodged with the teller
or cashier, to a great amount, is of considerable standing,
sufficiently so, at least to prove the custom of the direc-
tors in this respect.

On the 9th of October, 1828, the directors voted,
that hereafter no money shall be drawn from the bank
by memorandum check or over-draft; notwithstanding
this vote, however, the practice of allowing various per-
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sons regularly to overdraw their accounts, was re-
commenced and readily traced in the books to the
years 1834 and 1835, and in some special instances
to 1833; but the great amount of over-drafts appears
in the years 1836 and 1837, upon which interest has been
cast from time to time, and the apparent aggregate ot
such overdrafts at the close of the 13th January, as be-
fore stated, was $194,564 14 ; and in the careful examina-
tion of thirteen of the principal accounts thus overdrawn,
the committee are constrained to believe, that this mode
of making loans was well known to, and approved of by
some of the directors, and not objected to by a majority
of the others; and it n ay reasonably be inferred that this
course was adopted and pursued to prevent the amount of
loan from being known to those who saw nothing more
than the common statements of the bank, and the returns
to the Legislature. Witnesses were introduced by the
directors to shew similar usages in other bank : , and the
same method of keeping the bank accounts. But while
it was admitted by some of them that loans were occa-
sionally made on memorandum checks, yet they testified,
that if any such were on hand when the return was made
to the Legislature, they were put into the loan, and not
considered as cash ; and while some, also, further testified,
that the deposite recount as contained in the bank state-
ment, would only sho v the balance of the account, yet,
they said that no | rivate over-drafts were suffered to
remain after they became known, so that the deposite
accounts in their returns to the Legislatu e were not in-
tentionally lessened by over-drafts.

The committee were then led to consider the causes
and circumstances under which loans of the character
described had entered so very largely into the business of
the bank.
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From a cursory examination into its affairs, the com-
mittee are of opinion, that the concerns of the bank were
correctly managed during the time Mr. Buffington was
its president. He retired from the bank on the 27th of
September, 1832, and Mr. John K. Simpson was elected
president of the bank October 1, 1832.

In 1833 the system of overdrawing appears to have
commenced, and the loans to directors increased. In the
fall of that year, however, the then administration of the
United States government saw fit to remove the public
deposites from the United States Bank, and to place them
in various deposite banks in different parts of the country.

The government selected for this part of the Union
the Commonwealth Bank as a proper depositary for the
safe keeping of the public monies.

After this selection, and the giving of the bonds to the
United States, the deposites commenced, as is stated,
October 5, 1833, The monies of the public flowed into
the bank, and were freely loaned ; and, without attempt-
ing to give the details of the doings of the bank from
year to year, the result of the whole is exhibited in the
statement presented by the committee. It is true, that,
at the last session of the Legislature, an application was
made to enlarge the charter of the bank by the increase
of the capital stock. No grant, however, was obtained;
yet the loans were made as freely as though such increase
of the capital had taken place.

It will be clearly perceived, that, though the directors
of a bank may violate the provisions of its charter, in
extending its loans beyond the amount authorized by the
law, it by no means follows, that the pecuniary interests
of the stockholders or of the creditors are put at hazard.
If the bank, having great funds at command, is judicious
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in its loans—if they are made to solvent individuals, and
upon good security, and for short periods—the creditors
and stockholders are secured, though the charter is in-
fringed ; and under such management no insolvency ot
the bank can take place.

But in the present instance the bank has suspended its
payments—its bills are greatly depreciated—its creditors
exposed to severe loss—and its stock, perhaps, worse
than useless. What then is the cause of this calamity ?

How can this bank have descended so low ? and why is it
thus prostrated, when it ought to stand on a commanding
eminence ?

To account for such a calamity, the committee thought
it their duty to go farther, and to ascertain not only the
amount of debts due to the bank, but the character of
those debts, by whom contracted, and under what cir-
cumstances.

The committee have made this examination; and a
question of great delicacy has arisen in their minds, how
far it is their duty to mention the names of any persons
directly connected with the doings of the Commonwealth
Bank. They feel well aware, that in speaking of persons
great caution should always be used, expecially in cases
where their characters or credit may be affected ; the rep-
utation of a man is a valuable property, and it is not to be
lightly sported with ; and the committee wish it to be
clearly understood, that they distinctly disclaim, not merely
the right to publish, but the right even to inquire into the
private concerns of individuals ; at the same time, they
are conscious they have no right to shrink from the offi-
cial discharge of duty, because injurious consequences to
individuals may flow from it. The committee are direct-
ed to inquire into the doings of the bank. But a bank is
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only an artificial being—an ingenious creation of the hu-
man mind, incapable therefore of committing any offence,
or of violating any obligations. To inquire, then, into
the doings of a bank, is to inquire into the acts of its di-
rectors and officers. In accepting the situation, they
subject themselves to the examination of the public,
through its great organ, the Legislature ; they are subject
to a penalty if they obstruct the examination. They are
made personally responsible in certain cases, and if any loss
or deficiency of the capital stock takes place from their
official mismanagement, the stockholders themselves are
implicated in the loss. And, indeed, the exclusion of
names altogether from such an examination, might work
as great a degree of injustice to the innocent, as the men-
tion of them could, of injury to the guilty. It may then
be truly asserted, that this inquiry is in a high degree
personal in its character, and consequently in relating the
doings of the bank, facts in regard to other persons may
be required to be stated to give a just understanding of
those doings, equally with the facts respecting the direc-
tors themselves.

The following gentlemen have been directors of this
bank, from its creation, in 1824: Messrs. John K. Simp-
son, Hall J. How and Elisha Parks. Mr. William Free-
man and Mr. John Henshaw became directors in 1825,
and have both been elected regularly from that time to

the present; but it appears, that Mr. Henshaw retired
from the direction in the fall of 1836. Mr. Freeman still
continues in office. Mr. William Parmenter and Mr.
Adams Bailey became directors in 1826. Mr. Parmenter
continued in the direction till 1831, when he retired;
and in 1832 he appears to have been made president of
the Middlesex Bank. Air. Bailey continued in the direc-
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tion until October, 1837, when he was re-elected, but
has not served since. In 1827, Mr. Samuel S. Lewis
became a director; and continued such by re-election to

the present time—but he in fact retired from the direc-
tion in October last. In 1829, Mr. Charles Hood, the
cashier, became a director, and continues so to the pres-
ent time. In 1830, Mr. Oliver Fletcher became a direc-
tor, and has continued in the board to the present time. In
1832, Mr. F. S. Carruth was chosen a director, and has
continued in office to the present time. In 1835 Messrs.
Otisßich and John Mills became directors, and so continue
by election to the present time—though it is believed, that
Mr. Rich has not been legally qualified since 20 Novem-
ber, 1837, he having then made an absolute assignment
of his stock on the books of the bank, though it appears
it was in fact as collateral security for a loan from the
Provident Savings Institution.

At the time the committee visited the bank, Messrs. F.
S. Carruth, O. Fletcher, Wm. Freeman, Hall J. How,
John Mills, E. Parks, O. Rich and C. Hood were the act-
ing board of directors.

It appears to the committee, that the concerns of this
bank, for a considerable period, have been left very much
to the management of its late president, John K. Simp-
son, its cashier, Charles Hood, and Hall J. Plow, one of
its directors ; while loans have also been freely granted
to some of the other directors.

To give a condensed view of the concerns of the bank,
the committee annex two tables ; the first will show the
creditors and debtors of the bank, together with its other
resources; and the second the various heads under which
these debts appear on the books and documents of the
bank.



Statement of the Bank’s Creditors. Resources of the Bank.

City Banks, .... $205,000 00 Specie, $24,684 34
United States Government, . . 337,625 29 Balances due from City and Middlesex
Banks out of the City, . . . 80,547 19 Banks, ....$139,058 36
Provident Institution for Savings, in Boston, 49,000 00 Memorandum checks in addition, . 6200 00
Sundry individuals who appear to be 145,258 36

debtors to the Bank, . . $15,815 54 Balances due from Banks out of the City, . 30,466 71
Individual depositors, . . 40,110 14 Bills of other Banks, . . . . 690 00
Difference between Ledger and Cash-

ier’s accounts, .
. . 380 83 Sundry Stocks, viz.:

56,306 51 Granite Bank stock, 100 shares, . 10,000 00
Dividends unpaid, .... 275 50 Kilby Bank stock, 28 shares, . 2800 00
Post Notes in circulation, . . . 11,500 00 Union Fire and Marine Insurance stock,
Bills in circulation, .... 358,952 00 Lynn, 12 shares, . . . 1200 00
Guarantee for Warren Association, . 50,000 00 Commonwealth Insurance stock, 103 shares, 9450 00

1 23,450 00
$1,149,206 49

Debts of Directors.
John K. Simpson, . . . 173,407 78
Hall J. How, How & Jones, Eben Jones

and Co., E. Jones, and J. and H. J.
How and Co., . . . 209,888 94

Charles Hood, . . . 30,090 25
Otis Rich, .... 59,51 7 68
Oliver Fletcher, . . . 21,482 32
Elisha Parks, and Parks,Welch and Co., 7013 90
Adams Bailey, . . . 7500 00
John Henshaw and Henshaw, Ward and

Co., .... 86,383 63
Samuel S. Lewis, . .

. .27,400 00
William Freeman and Freeman and Fisk, 7057 79
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{ John Mills, .... 1216 62
630,958 91

j Principal Debtors.
Warren Association, including liability, . 263,434 24
Commonwealth Insurance Company, . 87,700 00
New England Crown Glass Company, . 123,059 14
Hancock, Holden and Adams, . . 26,364 90
William Hancock, .... 26,150 00
Hoston Wharf Company, . . . 34,171 97
Mount Washington Association, .

. 7,000 00
John K Simpson, Jr., .

. . 16,769 41
William I’armenter, . . . 15,949 32
Sundry persons on over drafts, . 4,167 45
Sundry persons on Memorandum checks, 22,704 68

j Charles Hood, Cashier, . . 9,496 50
1 Sundry notes discounted, . . 157,767 18

194,135 81

$1,149,206 49 I $1,650,233 11

1838.
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Statement of the principal Debtors to the Bunk on the 1 3th January, 1838.

T L. .Notes discounted Liabilities as En-NAMES. Loans on Mem- Over Drafts. Notes discounted f or them as En- dorsers in addi- Total Liabilities- Securities,
orandum chocks. 1 as Promisers. dorsers. tion.

I
John K. Simpson, . $7085 24 $40,742 99 $124,979 53 $55,909 34 $29,800 05 $259,117 77 221 Commonwealth Insurance

shares, 117 Commonwealth
Hank, 5 JM. E. Crown Glass,

i 84 Merrimack County Bank,
Mitchell Lincoln endorse-
ment for $31,900, and Jos.
Bradley, $301,0, 45 shares
Merrimack River Transpor-
tation Co.

Hall J. How, J. and H. J. 78,978 94 . . 130,910 00 15,491 24 75,000 00 300,980 18 Real Estate attached for about
How and Co. How and $34,000, endorsements by
Jones, Eben’r Jones, How and Jones, H. J. How,
and Eben’r Jones and Eben’r Jones and Co., C.W.
Co., . . .

How and Co., various amts.
A. Little, $3OOO, John lleu-
shaw, $15,000.

Charles Hood, . 7090 25 , . 23,000 00 . . 34,899 09 64,989 34 30 shares Commonwealth Ins.
Office, 50 shares Warren
Association, and O. Rich
endorsement $BOOO, and 49
shares Com’onweallh Bank.

Otia Rich, . . 21,000 00 3297 21 *35,230 47 15,689 14 8000 00 84,206 82 Mortgage $4426 79, and C.
Hood endorsement for $30,-1 793 68.

(

* Includes T. H. Not#and Mortgage, j
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Statement—Continued.
-

- ■ - -

"" ■ I■'—-

T m . j- . i Notes discounted Liabilities as En-
NAMES. Loans on Mem- Over Drafts. Notes discounted for t jiem aa dorsers in addi- Total Liabilities. Securities,orandum checks. as Promisers. dorseJS , tion.

Oliver Fletcher, . $3497 52 $lB4 80 $17,800 00 $615 02 . . $22,097 34 John Henshaw endorsement
Elisha Parks, and Parks for $17,800.

Welch and Co., . 6448 32 565 58 . . . . . . 7013 90
Adams Bailey, . . .

. . 7500 00 . .
. 7500 00 50 shares Com. Bank, and 34

Insurance stocks
John Henshaw, & Hen- 12,983 11 67,400 52 . . $42,800 00 129,183 63 23 shares Com. Bank, 11. Hen-

shaw, Ward and Co., .
. . 6000 00 .

.
. . shaw, $20,(.00, C. Henshaw,

$10,000,11.and C. Henshaw,
$21,420, C. Henshaw and
How and Jones, $3500, and
S. S. Lewis, $10,060.

Samuel S. Lewis, . . . 13,400 00 14,000 00 . . 9600 00 37,000 00 15 Commonwealth Insurance
shares, J. Henshaw endorse-
merit for $ 10,01.’0, and Han-
cock, Holden and Adams
for $2500.

Warren Association, . 21,200 00 55,134 24 *137,090 00 . . 50,000 00 263,424 24
Commonwealth Ins. Co. 87.700 00 . . .

. . . 87,700 00 500 shares Com’wealth Bank.
N. E. Crown Glass Co. 44,000 00 3459 14 75,600 00 400 00 . . 123,459 14
Boston Wharf Co. . 18,000 00 16,171 97 . . . . . 34,171 97
Mount Washington As-

sociation, . . 7000 00 . . . . . . . 7000 00
Freeman and Fisk and . .

. 6624 65 6484 30 1000 00 14,108 95 William Freeman, $3OOO, and
William Freeman, . . , 433 14 .

. 854 24 8800 00 10,087 38 sundry notes discounted.
# Including; Interest.
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Statement—Continued.

r , T ■ y , Notea discounted Liabilities as En-
NAMES. on Me Over Drafts. Note8

_

discounted for them as En . dorsers in addi- Total Liabilities. Securities,randum checks. as Promise™. dorsors , tion.

William Pannenter, . $l2-21 55 $1027 77 $13,700 00 . .
. . $15,938 55 John K. Simpson endorsement

$3OO, and C. Hood $4OO.
John K. Simpson, Jr. . . . 2909 41 13,800 CO . .

. 10,709 41 JohnK. Simpson, do. $ 11,800,
and D. P. Simpson $2OOO.

William Hancock and 150 00 . . 20,304 90 .....
Hancock, Holden and
Adams, ...

. . 20,000 CO $320 07 $2500 00 55,335 57 John K. Simpson’s guarantee
! and endorsement for $52,-

303,971 82 150,009 30 725,990 09 $95,703 95 $202,999 74 $1,540,084 19 034 90.
Sundry Banks outof the

City, ... . 30,400 71
Sundry persons, &c. . 52,507 18 13,728 07 158,701 78

$350,479 00 $194,564 14 $884,757 27
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These statements, with some explanations on the part
of the committee, will tell their own story in language
sufficiently intelligible.

In regard to the president, Mr. Simpson, it appears he
was a direct debtor to the bank in October 1833, about
$70,000. This debt he has been suffered constantly to

increase, and at his death he stood indebted on memo-
randum checks $7,685 24; for balance of his account
overdrawn $40,742 99, and as promiser on sundry notes

$124,979 55; together $173,407 78
on notes discounted by him as endorser, 55,909 34

$229,317 12
besides which he is endorser on notes for others 29,800 65

making his direct liabilities now outstanding $259,117 77
The memorandum checks and overdrafts are without

security; of the notes, $90,079 55 appear to be on his
single promise. There is indeed collateral security taken
at different times from 1825 to 1835, of 221 shares in
the Commonwealth Insurance Company, of which he was
president, and of 117 shares in the Commonwealth Bank,
5 shares in the N. E. Crown Glass Company, and in
1836, of 45 shares in the Merrimack River Transporta-
tion Company, and 1837, of 84 shares in the Merrimack
County Bank; but this security, at the very best, entire-
ly inadequate, is now, with the exception of the Merri-
mack Company’s bank, of which the committee are igno-
rant, believed to be of very little value. From June
1833 to March 1835, 22 months, he was suffered to over-
draw his account at an average of $12,000 during that
period; and from August 1835 to January 1838, at an
average of $21,000 ; and this was continually increasing.

Mr. Simpson appears to have been early a member of
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a manufacturing establishment in the vicinity (the N.
E. Crown Glass Company,) he having transferred to the
bank five shares of its stock as early as 1824, and of
which company his friend Mr. Parmenter was agent; and
the facilities furnished that company will be seen in a
subsequent part of the report.

The notes of William Hancock of $26,364 90, and of
Hancock, Holden & Adams of $26,000, are mentioned
by the committee because of their direct connection with
Mr. John K. Simpson, the late president of the bank.
The cashier states, that Mr. Simpson was formerly con-
nected with Mr. Hancock in business, and when the new
firm was formed of Hancock, Holden & Adams, they
gave a note to the Commonwealth Bank for $30,000,
payable in instalments of $lOOO every two months, which
note was guaranteed by Mr. Simpson, and the loan is
said to have been made for his benefit; $5OOO has been
received on it up to December 1836, and no further pay-
ment has been made. The four notes of William Han-
cock, together $26,364 90, are endorsed by Mr. Simpson,
and are believed to be in some way connected with his
business. The son of Mr. Simpson also has had loans
from the bank to the amount of $16,769, of which about
$12,000 is on his father’s endorsement, and about $3,000
is an over-draft of his account, which has been regularly
overdrawn for the last twelve months on an average of
$6OOO during that period.

Mr. J. K. Simpson received a salary of $l3OO per an-
num from the bank after he became pension agent.

Another transaction also will mark the freedom with
which he used the funds of the bank. He was an orig-
inal subscriber, as the cashier states, for 100 shares of
the stock of the Granite Bank, and not being convenient
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for him to pay for it he turned it over to the Common-
wealth Bank, who assumed it, and now have so much of
their funds invested in that institution. Indeed, as the
cashier stated, he had money from the bank when he
chose to take it, and he seems to have been limited only
by the like liberty exercised by Mr. How and the cashier
as the treasurer of certain associations.

Mr. H. J. How is indebted to the bank both individu-
ally and as a partner of the late firms of J. & H. J. How
& Co. and How Si Jones. In the fall of 1833, there ap-
pears to have been due from him, or from How Si Jones,
about $40,000; since that time the debt has greatly in-
creased, and when the committee made their examination
there was due from Mr. How by the accounts and papers
of the bank, $54,300 80 on memorandum checks, and
$120,610 on notes discounted for them, or one of them, as
prornisers; and $11,298 01 on notes discounted for them
as endorsers; and from Eben Jones $24,678 14 on mem-
orandum checks; and from Eben Jones Si Co. $10,300
on notes discounted as promisers, and $4193 23 on notes
discounted for them as endorsers. In the whole $225,-
380 14, and in addition they are liable either jointly or
separately as endorsers for others in the sum of $75,600,
making an amount of liability for themselves or others
about $300,000; and this is independent, so far as the
committee know, of Mr. How’s liability on account of
his connection with the Warren Association.

In the above items there is no amount stated due on
over-drafts, but it appeared to the committee they were
allowed to overdraw their account, and for the years 1836
and 1837, their average over-drafts was equal to $14,000.
On the 12th January last the sum overdrawn was $33,-
886 36, which was that day settled by note, and appears
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among the memorandum checks. The security held by
the bank lor these debts are 8 shares in the Common-
wealth Insurance Company, 22 shares in the Methuen
Factory, 195 shares in the Boston Wharf Company, 53
shares in the Mount Washington Association, and 94
shares in the Warren Association, and there is also an at-
tachment on real estate on a note of $33,945.

The cashier, Mr. Hood, who has hold his office from
the origin of the bank, appears to be indebted to the bank
in $7090 25 on memorandum checks, and in $23,000 for
notes discounted for him as promiser; in the whole
$30,925—and he is also an endorser for the accommoda-
tion of others in the sum of $34,899 09. For two months
back the account of Mr. Hood has not been overdrawn,
and on the 13th of January there was a balance to his
credit of $5OBB 64. But it appears he has been in the
practice of overdrawing his account from March, 1833, to
November, 1837, and the average over-draft is near

$6OOO. The collateral security for the debt of Mr. Hood
is 50 shares in the Warren Association—49 shares in the
Commonwealth Bank, and 30 shares in the Common-
wealth Insurance Company. He is also liable to the
bank on account of his connection with the Warren Asso-
ciation.

Mr. Otis Rich, one of the acting directors, is a debtor
to the bank in $21,000 on memorandum checks, $3297 21
on over-drafts, and in $35,220 47 on promissory notes;
in the whole $59,517 68—and he is also liable as endor-
ser for $15,689 14. Mr. Rich has also been allowed to

overdraw his account for the last six months, and the av-
erage over-draft is $16,445 73. For the debts due
from Mr. Rich, the committee are not aware ot any other
security that the bank have than Mr. Hood’s endorse-
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nient, and a mortgage for $4426 79 on real estate, on
which there are two prior mortgages.

Mr. Oliver Fletcher, another director, is indebted to
the bank on memorandum checks $3497 52, and on notes

to the amount of $17,800, all of which appear to be en-
dorsed by Mr. John Henshavv, and though his account
appears to be overdrawn to the amount of $lB4 80 ; yet
on examination, it is evident he has never been in the
practice of overdrawing his account, and he is liable as
endorser in the sum of $615 only.

Mr. Elisha Parks, by himself, or his mercantile firm, is
indebted on memorandum check $6448 32, and for
$565 58 on over-draft, but a part or the whole of which
has since been paid ; and, on looking at his account, and
those of his present and former mercantile firm, we are
satisfied that they have never been habitually overdrawn.

Mr. Adams Bailey is indebted on a stock note for
$7500, and he appears to have had no other loans from
the bank.

Mr. John Henshaw, a director for many years, is in-
debted to the bank in $12,983 11 for over-drafts, $67,-
400 52 on notes as promiser, and he is liable as endorser
on notes to the amount of ,$42,800, and there is a note
of his firm for the sum of $6OOO. There is collateral se-
curity to the amount of 23 shares in Commonwealth
Bank, and all his notes are endorsed but one of $5580 52.
The firm of Henshaw and Co. have been allowed to
overdraw their account, and from Jan. 1, 1834, to Feb. I,
1835,it was overdrawn on the average of about $16,700
during that period. It began again to be overdrawn in
January, 1837, and so continued till Jan. 10, 1838, when
the then over-draft of $12,983 11 was settled by note at
eight months, with his brothers, David Henshaw and

4
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Charles Henshaw as sureties, though the entry does not
appear on the books till Jan. 15th. Mr. Henshaw, not
being a director at the present time, was informed by the
committee of the fact of the over-draft of the account of
his house, and he stated to the committee that he could
not tell how it would appear by his own books, but that
his drafts for collection on distant places had in 1834 and
1833 been very large, and he might often appear to be
overdrawn, when those drafts had been paid, but had not
been passed to his credit.

Mr. Lewis, a former director of the bank, also appears
to be a debtor in the sum of $13,400 for over-drafts, and
$14,000 for notes discounted for him as promiser, and in
$9600 as endorser for others. Mr. Lewis, not being a
director at the present time, was informed of the fact of
his over-draft, and in answer to the inquiry in relation to
it, stated, that as to $lO,OOO of it, in the month of May
or June, 1837, he gave collateral security in 50 shares
each of the Commonwealth and Granite Banks, and that
the transaction was in fact settled on the 20th of October
last, and the bank was paid by monies obtained from the
Savings Institution.

On inquiry into the transaction, it appears, that when
the larger amount of the money was first drawn out, it

stood charged on the books because the bank were not
willing to swell the discount line—and that, in relation
to the Savings Institution, the bank, on their own credit,
did borrow of them on the same 20th of October the sum
of $13,000, which they still owe ; and that they gave up
to Mr. Lewis the bank shares pledged by him, discount-
ed for him ten notes having from 2 1-2 to 5 years to run
from the date, a portion of the time of which had expired,
and the promisers of eight of them living in Louisville,
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Kentucky; but these notes were not passed on the hooks,
on account of the extent of the loan, till since the meeting
of the committee, and Mr. Lewis informs us that he has,
within a few days, paid $10,900 of these notes.

The mercantile firm of Mr. Freeman is indebted to the
bank about $7OOO, and Mr. Freeman’s account appears
overdrawn $433 14, but on examining his account and
that of the firm, we find it has never been overdrawn in
more than two instances, and then was directly made
good.

Mr. Mills appears to be a debtor to the bank for $l2OO,
but $lOOO of this has since been paid. Mr. Carruth does
not appear to be a debtor to the bank ; and the commit-
tee repeat, that, in regard to the accounts of Messrs.
Freeman, Parks, Carruth, Fletcher and Mills, no over-
drawing appears that is worthy of the slightest notice,
nor in any case is there any evidence of an excess of loan.

In respect to the overdrawing of the other directors, an
interest account has been regularly kept, as testified to
by the discount clerk, and the interest has been either
paid or made part of a new loan.

The debts of other individuals or companies the com-
mittee have wished to avoid the mention of; but they
are so interwoven with the doings of the bank, that they
feel it to be their duty in this detailed report to take no-
tice of them.

The Commonwealth Insurance Company, the largest
stockholder in the bank, had a loan of $50,000 on a
memorandum check on the 15th Oct. 1836, on a pledge
of 500 of its shares in the Commonwealth Bank; and on
the 22d Sept, last a further loan on memorandum check
of $44,700, of which $7OOO has since been paid ;—these
suras of course do not appear on the loans of the bank.
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4or wliat object these loans were made does not appear,
nor are the committee able to judge of their value. There
was a balance of deposite standing to the credit of the
company on 13th January of $1722 70.

The New England Crown Glass Company, of which
company Mr. Simpson was a member, and Mr. Parmenter
the agent, has been permitted to create a debt with the
bank of about $123,000, without security; unless as is
believed, the stockholders are personally liable, of which
amount, $44,000 is on memorandum checks, and $3459
on over-drafts, and $75,600 on the company’s notes.
They have been in the constant practice of overdrawing
their account from March 1835 to the present time, and
the average over-draft during that period is $11,000; one
of Mr. Parmenter’s checks for the company bears date
Feb. 23, 1836, and is for $14,000, and another Dec. 24,
1836, for $30,000, which have never appeared as part of
the loan of the bank, and on the large check of $30,000,
no interest has ever been paid. On the over-draft account,
the interest has been paid to March 1837.

Mr. William Parmenter, a former director, is also in-
debted to the bank in $1,221 65, on a memorandum
check $1,027 77, for an over-draft, and $13,700 on his
promissory notes. It appears on the examination of his
account that from July 1836 to April 1837 his account
was regularly overdrawn, the over-draft increasing from
$l4OO to $lO,OOO. To settle this, he gave his note in
April, 1837, for $lO,OOO, payable on demand; and in June
1837, this note was renewed for $lO,OOO, payable in Au-
gust 1838, on his own promise without indorser or collat-
eral security. His further over-draft for the last seven
months has been a little rising $lOOO.

In this connection the committee will mention the loan



291838. SENATE—No. 35.

to the Middlesex Bank of $60,000, made by the Com-
monwealth Bank in Dec. 1833, at an interest of per
cent., and which loan still remains due, a portion of this
sum the committee have reason to believe from the state-

ment of the cashier, was loaned again to some of the di-
rectors of the Commonwealth Bank, and still remains un-

paid. The Commonwealth Bank is also liable for $23,-
000 of the Middlesex Bank post notes, pledged by the
former, in case of their non-payment; and the Middlesex
Bank appears also indebted in $6200 on memorandum
checks, while a balance stands to its credit on the books
of the Commonwealth Bank of $7,601 92.

The average over-draft of the Nahant Bank, from March
1836 to May 1837, was about $26,000, and the balance
of over-draft on the 13th January was $23,212 25, and
there was due also on memorandum check $752 09.

The Mount Washington Association, the Boston Wharf
Company, and the Warren Association, had their origin,
it is believed, with Mr. How ; the two first are incorpo-
rated companies, and the last is a private association.
Mr. How has been the president or principal agent of
each company, and Mr. Hood the treasurer of them.

Among the memorandum checks are two notes of Mr.
Hood, as treasurer of the Mount Washington Association,
one dated Nov. 14, 1835, for $4200, and the other Nov.
21st, for $2BOO. For these notes there was no security,
and the debt remains unpaid. The Boston Wharf Com-
pany appear to be indebted on memorandum checks in
the sum of $lB,OOO, and for over-drafts in the sum of
$16,171 97, together $34,171 97, and the average of
their over-drafts for the year 1837 is about $9700.

The Warren Association appear to be indebted as fol-
lows;—on memorandum checks $21,200, on over-drafts
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$55,134 24, and on their notes, including interest, $137,-
090; and the bank have guaranteed or endorsed a note of
the association for $50,000, for which they are responsible.
The average amount of over-drafts for this company for
the last ten months is about $43,000. The committee
are constrained to believe, that these two companies, and
especially the Warren Association, have had the same ac-
cess to the monies of the bank as though the bank had
been their treasurer instead of Mr. Hood, a fact which
one would suppose could hardly have escaped the obser-
vation of any director who gave the slightest attention to
the business of the bank.

In respect to the security to the bank of these debts,
and of their ultimate payment, the committee can of
course express but a doubtful opinion ; of the property of
the Mount Washington Association they are ignorant,—
but it is represented by Mr. How and Mr. Hood as abun-
dant to pay all their debts. Of the Boston Wharf Com-
pany the committee entertain little doubt of their even-
tual ability to pay the demand of the bank.

When the demands of the bank upon the Warren As-
sociation were first exhibited to the committee they were
struck with the magnitude of them, and immediately in-
quired into the character of the company, whether it was

incorporated or not, and what was the nature of their
business.

In answer to these inquiries they were informed that it
was a private association of individuals owning a large
real estate in South Boston, held by certain gentlemen in
trust for the association, and that the concerns of the
company were managed by a board of directors. A copy
of one of the six notes held by the bank is as follows: —
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Boston, 28 November, 1837. For value received the
Warren Association by their treasurer promise to pay
Charles Hood, treasurer, or order, twenty-five thousand
dollars in eight months from date, and interest.

$25,000. CHARLES HOOD, Treasurer.

Endorsed, Charles Hood, Treasurer.

A meeting of the directors of the Warren Association
was held at the Commonwealth Bank on Tuesday the
28 day of November 1837, at 5 o’clock, P. M. pursuant
to adjournment.

Voted, That the treasurer be authorised to issue in the
name of the Warren Association, a note for twenty-five
thousand dollars, payable in eight months from the 28
day of November current, with interest.

A true copy from the records.
Attest. JAMES W. FENNO, Clerk.

To three of said notes, the vote of the directors is at-
tached. These notes are renewals of former notes,
and, though bearing date in November and December
last, were not, in fact, exchanged for the old ones till
since the commencement of the session of the committee.
The inducement held out to the bank to give such an ex-
tension of credit on so large a sum without security,
either real or personal, the committee were informed was
this: that the former notes were represented as not being
binding on the association, whereas these notes, if receiv-
ed, would be as good as any notes in Boston.

The treasurer, of his own accord, proposed the exhibit-

(COPY.)
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ing of I lie papers of the company to the committee, to
satisfy them, as he himself was, of the goodness of the
debt ; but after repeated attempts to procure them on the
part of the directors of the bank, or of some one of them,
they were not produced, and the committee were led to
believe they were designedly withheld. The committee,
however, had no other anxiety to see them, than as the
directors of the bank, or some of them, wished it for their
own satisfaction—the question of the personal liability of
the associates not being one on which the committee
were called to express an opinion—and the creditors of
the bank having it eventually, as was believed, in their
power to obtain a full disclosure of all the transactions of
the bank with the association—a minute of the evidence
before the committee in relation to this and various other
inquiries is presented with this report, and is at the dis-
posal of the Legislature.

In regard to this debt, and the further guaranty of the
bank for the association, making in the whole about
$263,000, the committee entertain but little doubt it will
be paid, if there is a personal responsibility attached to
the associates. If there is not, the committee are not

without strong fears that there may be a severe loss to

the bank. The land belonging to the company is valua-
ble, but cannot be a source of much income, and it will
take some years to make a profitable disposition of it,
and the Mount Washington House, it is apprehended,
will prove a very heavy burden to those who carry it.
That the associates are willing to shift the load on to the
bank, and relieve themselves from all personal liability,
appears very manifest; and it is equally true, that some
of the directors, who are also associates in the company,
are willing to assume it ; but how far such a negotiation
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is right, ns it regards the creditors and stockholders of
& ' c

the bank—or whether binding upon them if carried into
effect, the committee have not the facts sufficiently dis-
closed to them to enable them to form an opinion; nor
do they consider themselves called upon to do it. Since
the examination by the committee of the amount of debt
due from the Warren Association to the bank, a change
has so far been made as to liquidate the item of $21,200
due from the Warren Association under the head of mem-
orandum checks, and to take another note from them of
$30,000—the excess of which is passed to the credit of
the over-draft account, making the whole amount held in
notes against the association $lOO,OOO. This fact is
mentioned because the bank has now parted with those
notes.

The debt due to the United States, under various
heads, appears by the books of the bank on the 13th Jan-
uary, to have been $337,625 29, exclusive of one or two
small sums to the credit of a paymaster, and others which
the books did not at the time distinctly disclose.

Particulars of Debt due the United States.
Deposit to credit of David Henshaw, Collecter, $65,941 77

and s. s. 1
“ “ Shaw, How & Lewis, Commissioners of

the Custom-house, 71,555 38
“ ‘ John K. Simpson, Pension Agent.

viz. account of 1818, 28,011 84
« 1828, 9,991 88
“ invalid, 2-1,873 96
“ Pri. Navy, 107 99
“ 1832, 129,087 60

202,073 27
3
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From which deduct over-drafts,
Pension Ag’t Acc., Pub.

Navy, 2,042 56
Pen. Agt. Acc. 1836, 47,346 50

49,389 06
152,684 21

Deposit to the Treasurer of the United States, 39,636 93
“ to the Post-office Department, 68 55
“ to the Treasurer of U. States, do. do. 7,738 44

7,806 99

$337,625 29

This debt was secured to the government by a bond
bearing date Feb. 14, 1837, and signed by the president
and present directors of the bank, and also Messrs. J.
Henshaw and S. S. Lewis. This bond having been put
in suit by the district attorney on behalf of the govern-
ment, there was at first put into his hands as security the
following notes :

Henshaw, Ward & Co., Oct. 20, 1837, for $ 6,000
J. Henshaw, principal, Charles Henshaw and

David Henshaw, sureties, Jan. 10, 1838, 21,420
How & Jones—Henshaw & Co. endorsers, by

J. Henshaw, Jan. 9, 1838, 15,000

$42,420
and afterwards, on the Ist of February, the following
transaction took place :

(COPY.)
At a meeting of the Directors of the Commonwealth

Bank, on Thursday, the Ist of February, 1838.
Present, Freeman, Mills, Fletcher, Carruth, How,

Hood and Rich.
Voted , That the cashier be authorized and directed to

deliver over to Samuel S. Lewis, John Henshaw, Ban-
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Freeman, Chs. Hood, H. J. How, Oliver Fletcher, Fra’s
S. Carruth, Otis Rich, Adams Bailey, Elisha Parks and
John K. Simpson, and David Henshaw, the promissory
paper mentioned in the schedule annexed, as collateral
security for the indemnity of the said persons, and each
of them, as sureties or otherwise liable to the United
States in one or more bonds or other contracts, in which
this bank is principal obligor or debtor to the United
States, and to protect the above named persons and every
of them against all legal liabilities to the United States,
or any department or officer thereof, for or on account of
said bank, and the balance of said securities remaining
after the above named persons shall be fully indemnified
against said legal liabilities, shall be returned to the bank.

Schedule of Notes.

Warren Assoc., Nov. 28,1837, 8 mos. on int., $25,000
“ “ 29, “10 “ 25,000
“ “ 30, “12 “ 25,000
“ “ 27, “ 7 “ 25,000
“ Dec. 1, “ 14 “ 30,000
“ “ 2, “ 16 “ 30,000

H. J. How, endorsed How & Jones, Sept.
14, 1835, 11,500

J. & H. J. How & Co., May 25, 1834, 7,500
N. E. Crown Glass Co.’s check, Dec. 24,1836, 30,000

“ “ “ Feb. 23, 1836, 14,000
W. Parmenter’s note, June 13, 1837, 10,000
H. J. How, Jan. 15, 1838, 33,495
J. Henshaw, endorsed D. & C. Henshaw,

Jan. 10, 1838, 13,531 12

$280,026 12



Feb.COMMONWEALTH BANK.36

And on the Bth of February, the following vote was
passed :

Feb. 8, 1838. At a meeting of the directors this day.
Present, Freeman, Carruth, Rich, How, Fletcher and
Hood.

Voted, That the cashier be authorized and directed to
take back from D. Henshaw and S. S. Lewis the mem-
orandum checks of the N. E. C. Glass Co., amounting to

$44,000, mentioned in schedule, and give in lieu thereof
an assignment of a Judgment against said Glass Co. for
$36,970 12; also the following promissory paper, to wit,
a note signed by Jno. Henshaw as principal, and D. &

C. Henshaw as sureties, for $12,372 02.

Which notes have accordingly been delivered to the
persons named in the vote, and receipted for by them; so
that the notes of the Warren Association have passed di-
rectlv into the hands of some of the leading associates,
and other notes of the debtors of the bank into the hands
of the debtors themselves, some of whom from the details
exhibited have had from the bank on loan, the very mon-

ies deposited by the government. In answer to an en-

quiry when these notes were to be collected, the cashier
stated, that they had been handed over to the United
States marshal, but whether endorsed or not, or what
disposition would be made of them he did not appear to

know.
Since the suspension of specie payments in the coun-

try, the monies paid by the bank on account of the Uni-
ted States government, have been paid in their own bills,
and in treasury notes when they had them, if required.

(COPY.)
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But it was stated to the committee, that they received no
treasury notes in the year 1837 till the month of Decem-
ber, and then only $14,022, a part of which were sold
for account of the bank. On the 9th of January, also, they
received from the collector $85,200 in treasury notes, a

part of which they paid out or sold, and the balance
$43,350 was taken back by the collector or deputy col-
lector on the 11 of the same month. Special deposites
in specie however, have been made by government offi-
cers, and returned in specie.

Among the balances on the books of the bank there
appeared this item :—“Stock Commonwealth Insurance
Company $9450.” On being called on for an explana-
tion, the cashier stated, that certain loans had formerly
been made, on the pledge of shares in the Commonwealth
Insurance Company to individuals who had failed, and in
October 1835 the bank had assumed the stock to the
amount of 105 shares, the cost of which had been reduc-
ed by carrying two dividends to the credit of that ac-
count, so that they now stood charged to the bank at
$9450.

In examining the teller’s checks, the committee found
four checks signed “Charles Hood, Cashier,” two of
which amounted to $9246 50. They called on the cash-
ier to know how these checks were assets to meet the
liabilities of the bank.

In answer to this inquiry, he stated, that in April last
the bank being in want of funds, he pressed Messrs.
Simpson & How to reduce their debts. They said it
would be difficult to taise money, and they thought it
better for the bank to raise it. 'lbis was talked over a
few days; and the plan agreed upon was for the bank to
raise the money by a sale of post notes, and that the loss
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sustained by the bank in the negotiation, should be ap-
portioned among the larger debtors to the bank who could
not pay when called upon. The board was then called
together, the subject laid before them, and the following

*■ &

vote was passed :

“At a meeting of the Directors, Tuesday, April 25,
1837, present How, Fletcher, Carruth, Lewis, Hood,
Rich, Freeman,

Voted, That it is expedient, in the present state of the
finances of the bank, to issue post notes for the advantage
of the customers of the bank, to an amount not exceed-
ing one hundred and twenty-five thousand dollars.

Voted, That How, Lewis, and Hoed be a committee
to arrange the same.”

In pursuance of this vote, post notes to the amount of
$85,000 were issued, and of which $11,500 are now out-
standing. This transaction cost the bank $9246 50.
But the committee have never met to apportion the loss
upon the debtors of the bank, though Mr. Hood says he
has pressed Mr. Lewis and Mr. How at least three dif-
ferent times, to have it done. Mr. How and Mr. Lewis
on being questioned, do not appear to remember, that they
were on the committee, and Mr. Curruth, Mr. Rich, and
Mr. Freeman, have no recollection of the apportionment.

As the matter now stands, this loss falls upon the bank,
and the customers who have the advantage of it need not
be otherwise designated by the committee, than that they
are to be found among those that have managed the in-
stitution.

Another mode also was practised by the managers of
the bank. When its stock was sold in the market they
occasionally became purchasers for account of the bank
to sustain its credit; and since September last one hun-
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dred and thirty shares have been thus purchased for the
bank at a cost of $12,467 75, or at about 96 per cent.

The bills of the Commonwealth Bank issued since Oc-
tober 1, 1837, amount to $65,000, and the committee are
assured by the cashier and the officers of the bank, that
all the issues of the bills have been entered on the books
of the bank, and the committee see no cause to doubt the
accuracy of the statement. On the 13th January last the
amount of bills in circulation was $358,952; on the
morning of the Bth February the circulation was $206,851.
The directors having received their bills in payment of
notes or debts due to the bank, whether the notes had
come to maturity or not. The committee would again
observe, that their data are all based upon the state of the
bank on the close of the business of the 13th of January,
and of the subsequent changes in its affairs they have ne-
cessarily but an imperfect knowledge, though in their
opinion such changes cannot greatly affect the final re-
sult.

In reviewing the transactions detailed in this report, it
will appear on examination, that the bill-holders, the gov-
ernment, and the banks,—with the exception of about
$50,000 due to individual depositors,—have become its
only creditors; its private depositors having resorted to
other institutions where they could obtain the facilities
their business might require. And on the other hand its
loans are accumulated in masses, its notes are accommo-
dation paper, extended at the pleasure of the borrower,
and almost its only debtors are its directors, or their as-
sociates in some joint business or speculation.

When the directors first knew, that they must suspend
their operations, is unknown to the committee; but pro-
bably the large majority of them were ignorant of their
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near approach to the cataract, nor were sensible of the
strength of the current that was sweeping them along.
But as coining events cast their shadows before them, so
the renewal of (he notes of Mr. How and of Mr. Hen-
shaw on the 9th and 10th of January, to make no allu-
sion to those of the Warren Association, mark very clear-
ly their sense of the danger; and Mr. How acknowledged
that one of the motives in doing it was, his apprehension
that the bank must suspend. A meeting of a few of the
directors and their friends was held in the evening of the
10th January, when no plans for relief being suggested, it
became necessary at the termination of business on the
11th January, to close the doors of the bank.

After the examination into the doings of the Common-
wealth Bank, in consequence of its suspension, many in-
quiries may be made as to the eventual ability of the
bank to provide for its engagements, and to make a divi-
dend among its stockholders. But upon this subject the
committee are bound to speak with hesitation, as well
from their imperfect knowledge of the value of most of
the assets as from the pecuniary difficulties of the present
day ; nor is it under any circumstances an enviable office
to put an estimate upon the eventual credit of individuals
where doubts exist of their solvency. The committee
are of opinion, however, that if judicious persons are en-
trusted with the assets of the bank, and with full power
to wind up its affairs, either sooner or later, as they judge
best, creditors may calculate on receiving 75 per cent, of
their debts. But the resources of the bank are of such a

nature, that the bill-holders who are not debtors to the bank
cannot expect immediate payment, and consequently if
the bills are thrown into the market they must sell at a

discount. But this opinion may be quite fallacious, and
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from the data presented other persons may be able to ar-
rive at more sound conclusions. In the value of the assets
as estimated by your committee, it will readily be per-
ceived, that they esteem the stock of the bank of no value.
That this conclusion is just may well be inferred from the
conduct of many of its stockholders; for, upon inspection
of the transfer books, it appears, that Messrs. Win. Free-
man, Elisha Parks, Adams Bailey, F. S. Carruth, Sam.
S. Lewis, John Henshaw and David Henshaw have
within a few days past, actually disposed of the whole or
the greatest part of their shares.

In speaking of the directors of this corporation by name,
or of other persons connected with them, the committee
feel bound to repeat, that they have done it with pain,
and have only done it in the discharge of their duty.
And they would again observe, that there is a manifest
difference in the conduct of different directors: but they
feel constrained to say, that, while some of them have
taken the lead in the disposal of the funds of the bank
and of its depositors, others have either wilfully closed
their eyes at these doings, or have been greatly negligent
in the discharge of the duties of their office. Mr. Parks,
in a communication made by him to the stockholders, Jan.
30th, in which he resigns the office of director filled by
him from the origin of the bank, says—“as 1 have never
since 1831 held or been interested in but a single share
in the bank, 1 felt that the stockholders ought to place
in my stead a person who had more interest in the insti-
tution, and would better represent the interest of the
stockholders in the direction.” The stockholders may
well regret, that he did not come to this conclusion long
ago, when there was some interest left to represent. In
respect to Mr. Mills, the district attorney, who has been

6
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in the direction for a little more than two years past, it
should be said, he accepted his seat with the understand-
ing that he would not be required to attend the regular
meetings of the board—but only to act as their counsellor
in cases where advice might be required; and the com-
mittee are entirely satisfied, that he has been ignorant of
the extent of the loans, and of the manner in which
they have been made; and they cheerfully bear tes-
timony to his frank and honorable course during the
whole examination. Mr. Adams Bailey, also, has taken
no active part in the management of the bank, so far as
it appears to the committee. The committee will also
say a word in regard to Mr. Hood, the cashier. While
they feel that he, with others, must bear the burden of
the mismanagement of the institution, yet they believe
that he has often yielded to the pressing importunity of
one or two directors, where his own judgment would
have dictated a contrary course, and, though a large
debtor to the bank, that he has foregone the opportuni-
ties afforded him, equally with others, of greatly increas-
ing his private debt.

As citizens of Massachusetts, the ancient and honorable
Commonwealth, the committee feel the mortification of
presenting to the view of the Legislature the gloomy pic-
ture of a ruined bank. With solid capital, substantial
friends, and equal advantages with kindred institutions,
all is gone! —Its capital wasted, its friends abused,
associates fled !—No one so poor to do it reverence.

The charter of the Commonwealth Bank was continued
by the act of 1830 ch. 58, until the first day of October,
1861, and was made subject to the liabilities and require-
ments of the act of 1828 ch. 96.

In closing their report, the committee present, as the
just conclusions from the facts presented—
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That the directors of this bank have infringed its char-
ter in the amount of its loans.

That these loans have been concealed bj purposely
confounding the resources and the liabilities of the bank.

That a number of the acting directors, by their own

shewing, have remained grossly ignorant of the affairs of
the institution, and have permitted the cashier and two

or three directors to dispose of the monies of the bank at

their pleasure.
That the loans thus contracted, have been made to the

directors themselves, or some of them, and their associ-
ates, to a much greater extent than the capital of the
hank itself.

That, instead of making sacrifices themselves to pro-
vide for their just debts to the bank, as they from time
to time fell due—they have continued or extended their
own loans, and this to the entire sacrifice of the property
of innocent stockholders.

The committee express no opinion, whether the charges
against this corporation should be made under the 17th
section of the act of 1828 ch. 96, or under the 40th sec-
tion of chapter 36 of the Revised Statutes. As the com-
mittee consider they were merely appointed for examina-
tion, and not for judgment, and as some of their facts
may be mistaken, or the conclusions drawn from them
may be erroneous—they have agreed in presenting the
following Order.

All which is respectfully submitted.
SAMUEL HUBBARD,
CHARLES P. CURTIS,
ROBERT RANTOUL, Jr.,
HENRY CHAPMAN, Committee.

Boston, Feb, 12, 1838.
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Ordered , That the President, Directors and Company
of the Commonwealth Bank be summoned before the
Legislature, to shew cause upon the examination into
their doings why their charter should not be declared
forfeited, and their estate and effects be committed to
receivers or trustees, to take charge thereof, agreeably
to the Bth section of the 44th chapter of the Revised
Statutes.

eommontoealti) of JSJassacfjusetts.



Minutes of Testimony, taken before the Joint Committee of
the Legislature, for investigating the doings of the Com-
monwealth Bank, on divers days between 16 January and
6 February, 1838.

APPENDIX.

Thomas W. Colburn. I have been paying teller of Common-
wealth Bank 14 months; receiving and paying teller about 4
months. I keep three books, —the bank settlement book, deposit
book, and teller’s day-book ; this last is the important book, the
others are auxiliary. The book-keeper posts from teller’s day-
book. I made a trial balance yesterday, 15 January, of the state of
die bank on Saturday, 13 January, 1838. The amount of bills and
checks then on hand, was $402,594 73, including the teller’s spe-
cie. Particulars as follows:—Commonwealth bank bills, $39,715 ;

other bank bills, $1706 ; checks, $356,479 ; specie, $4694 73.
All the checks held by me, 13 January, were not in rny possession
on the first Saturday in October last—l mean, of those dated prior
to 13 January. On 13 January I credited the cashier with $120,-
956 06 for checks. I did this by his request. I did not charge
memorandum checks in my book. The cashier told me not to. I
must have paid Mr. John Henshaw’s check 11 January, 1838. I
did not know his account was overdrawn ; I have no recollection o
inquiring about it. I receive all deposites. 15 January there is a
discount to John Henshaw, for $12,983 11; note eight months
after date, signed by John Henshaw as principal, David Henshaw
and Charles Henshaw, sureties.

Albert Fitz. I am discount clerk. Sundry notes were passed
for Samuel S. Lewis, 16 January, 1838, and others 17 January,
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amounting to $13,400 ; eight are signed by C. E. Lewis, or G. A.
Lewis, in the whole $5OOO, dated at Louisville, February, 1836,
and payable in 2 years and a half, 3 years, 3 years and a half, and 4
years, at Boston, endorsed by S. S. Lewis; —J.P. Robinson’s
note, 22 May, 1835, for $2600, in 5 years, endoised by S. S.
Lewis ; S. S. Lewis’s note, 20 October, 1837, for $5BOO, paya-
ble in 3 years. These notes were discounted last October, but do
not appear on the books till 16 and 17 January, 1838. Interest on
Mr. S. S. Lewis’s over-drafts has been paid. All the said notes,
except the four of the first, have been since paid.

Thomas W. Colburn. Mr. Lewis’s notes were paid in Com-
monwealth Bank bills. The drafts of the Treasurer of United
States, since the stoppage of specie payments, have, when paid at
this bank, been paid in bills. The Collector’s checks were primed
in red ink, and paid in treasury notes, when we had them, if required.
We had no treasury notes till four or five days before we slopped.
The smallest note I ever saw, was for $5O ; they were generally fcr
$5O, or $lOO, or $lOOO. If a red check was brought in for any
sum less than a treasury note, we had to pay it in bills. We never
paid in gold and silver. I think the check of the D. Collector, on
11 January, 1838, for the balance of the treasury notes then it
bank, was not the last check I paid that day ; the specie deposit o.’
the Collector, $10,028 70, was drawn out by him about the middle
of the forenoon of 11 January, 1838 ; it was delivered to his order.
The Collector, Dec. 21, 1837, deposited a draft for $42,000,
drawn by the Treasurer on this bank.

Charles D. Cooliclge. lam a deputy sheriff, and made sundry
attachments of the specie of the Commonwealth Bank. The first
was for Ebenezer Smith, Jun. for $3OOO ; second for E. Smith, Jr.
for $3OOO ; third for the Merchants’ Bank, for $70,000 ; fourth
for H. Dawes, for $12,000 ; also sundry small attachments, of the
furniture, &c. The specie was in various pieces of gold and silver.
The statement I present is a true exhibit of it. The whole value
is $24,278 58, according to the estimate we made of the gold.

James Swan. I have been book-keeper at this bank since 18
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March, 1837. I enter the deposits and sums paid in checks daily.
I have charge of the cash book and leger. The balances due this
bank from the city banks, as appears by the books, including the
Middlesex, are as follows:—Fulton, $20,000 ; Hancock, $5OOO ;

Suffolk, $5000; Lafayette, $24,058 3(5 ; Middlesex, $60,000.
The debt of the Middlesex Bank appears in leger under date
7 Dec. 1833 ; then transferred from the deposit account to new
account on interest. The Fulton Bank balance is by running ac-
count ; the Hancock Bank balance is the same ; the Suffolk is a
permanent deposit; the balance due from Lafayette Bank has been
reduced, by collections made since 13 January, $7911. Interest
accounts have not been kept with the said banks. Ido not know
how the item in the Bank Return of 7 October, 1837, “bills and
checks $282,012,” is made up ; my book shews a balance on that
day of $204,670 S3. In the Same return, “ deposits not on inter-
est” are stated to be $290,333 48 ; the sum due to depositors, by
my book, is $325,504 98, including government as well as individ-
ual deposits. John Flenshaw’s deposit account was overdrawn,
as appears by the book on 1 January, 1837, $9854 58, and con-
tinued so till 11 January, 1838, when it was increased $3128 53 ;

making $12,983 II on that day. No inquiry was made by the teller
of me, on II January, 1838, before he paid J. Henshaw’s check.
This amount was cancelled 15 January—l do not know in what
way. William Parmenter’s deposit account appears by the book
to have been overdrawn, since July, 1836, $l4BB 90. On 1 Aug.
1836, $6521, (omitting cents); September, $8382; October,
$9191 ; November and December, the same; January, 1837,
$10,161. June 13, 1837, Mr. Parmenter gave his note for
$lO,OOO, payable 1 Aug. 1838. Otis Rich’s deposit account ap-
pears overdrawn on 1 Aug. 1837, $10,414; September, 19,309;
October, 21,428 ; November, 25,900 ; December, 16,277 ; 1 Jan-
uary, 1838, $5345 ; 16 January, $3297. Mr. Rich, in May,
1837, gave a note for $5OOO on account ofhis over-drafts ; this has
been renewed, and is made payable May, 1838. The interest has
not been settled. John K. Simpson’s deposit account appears over-
drawn since June, 1853. From June, 1833, to March, 1835, in-
clusive, it was overdrawn, on an average, $12,172. It was then
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settled. In August, 1835, it was overdrawn $1226 ; September,
$3243 ; October, $3768 ; November, $1967 ; December, 3737;
Jan. 1836, $6302 ; February, $6716; March, 10,272; April,
$16,894; May, $15,827; June, $17,576; July, $17,617; Au-
gust, $19,876 ; September, $20,705 ; October, $23,023 ; Novem-
ber, $21,751 ; December, $23,091 ; January, 1837, $23,396;
February, the balance not struck ; March, $24,130; April, $29,-
709 ; May, $29,653 ; July, $33,329 ; August, $33,570 ; Sep-
tember, $35,375; November, $39,908; December, $40,598;
January, 1838, $40,742 99. The interest on his over-drafts was
settled 23 Sept. 1837, for which he gave his check. The check
was not good, and was charged to his account, and makes part of the
$40,742 99 now due. John K. Simpson, Junior’s deposit account
appears to be overdrawn 1 January, 1837, $1237 ; February,
$6037 ; March, $4431 ; April, $3836 ; May, $8,974 ; June,
$7838 ; July, $7727 ; August, $5622 ; September, $5052 ; Oc-
tober, $10,485 ; November, $7453 ; December,s6l49 ; January,
1838, $4096.

The Warren Association’s deposit account appears to have com-
menced March 3, 1837 ; 1 April, it was overdrawn $3971 ; May,
$23,319; August, $49,843; September, $49,952; October,
$53,103 ; November, $54,880; December, $55,134 ; January,
1838, the same amount.

The Boston Wharf Company’s deposit account commenced in
January, 1837 ; 1 February, it was overdrawn $2668 ; May,
$4177; July, $8427 ; August, $14,383 ; September, $22,683;
October, $28,701 ; November, $1194 ; December, $6828 ; Jan-
uary, 1838, $15,103 ; 13 Jan. 1833, $16,171 92. On 13 Octo-
ber, 1837, a memorandum check was given by Charles Hood for
$34,357 15, received and credited as cash. This check has been
reduced by payments, to $lB,OOO.

On 9 Jan. 1838, Treasury Notes were received from the collect-
or, for $85,200. On 11 Jan. $43,350 in Treasury Notes were
drawn out by the deputy collector, A. Bailey ; all the collector’s
checks have been delivered up to him-—they always are to public of-
ficers. The sum of $42,000 stands charged in the books to the
Treasurer of the United States for his draft in favor of the collector.
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The sum of $412,635 38 has been paid in treasury drafts since 11
May, 1837:—$146,10034 paid in bills on collector’s checks. On 11

May, there was due to the post office, $45,515 90, the balance now
due is $7733 44 ; the difference has been paid in bank bills. Be-
fore 11 May, the commissioners for building the custom-house de-
posited $270,000 ; the balance now due is $71,555 38 ; the differ-
ence paid in bank bills.

Samuel S. Lewis’s deposite account began to be overdrawn in
March, 1837 $2000; in May, it was increased to $9179 96 ; in
November, it was $13,483 60. He paid in November, $B3 60,
leaving due $13,400 ; which remained due on 13 Jan. 1838, for
over-drafts ; January 16, there was a discount of $2600 ; and Jan.
17, another discount of $10,300, passed to Mr. Lewis’s credit in the

books.
The New England Crown Glass Company’s deposite account ap-

pears to be overdrawn, in March, 1635, $B2 ; April, $100; May,
$2132 ; June, $2544 ; July, $4012 ; August, $4578 ; September,
6527 ; October, $8397 ; November, $10,907 ; December, $14,-
651; January, 1836, $16,356; February, $18,085; March,
$13,592; April, 16,138; May, 29,615; .Tune, $23,711; July,
$24,866; August, 26,188 ; September, $26,510 ; October, $28,-
773; November, $30,052 ;'December, $32,186. On 24 Decem-
ber, 1836, a memorandum check was given, by W. Parmenter,
agent, for $30,000, which was credited as cash ; it is now in the
bank. 1 January, 1837, the over-drafts amounted to $2886, de-
ducting said memorandum check; 1 April, $3459 14, and lias
remained so to this time. 1 March, 1837, interest on over-drafts
was paid, $573, up to 24 December, 1836.

The Nahant Bank’s deposite account was overdrawn, February,
1836, $17,500 ; March, $29,994; April, $32,472; May, $23,-
814 ; June, $31,272 ; July, $32,483 ; August, $29,498 ; Sep-
tember, $26,084; October, 23,181 ; November, $25,732 ;

December, $22,875 ; May, 1837, $23,212, and has so remained
till litis time.

•Albert Fitz. lam and have been discount clerk at the Comrnon-
wealih Bank, four years and a half. 'Pile Middlesex Bank has paid

7
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interest at per cent, on $60,000 loaned to it, every six months.
Ido not know of any written agreement with that bank. We had a
running account besides with the Middlesex Bank, the balance of
which was always against them ; the bank paid interest on that at 6
per cent. ; the balance varied from $30,000 to $60,000. We re-
deemed their bills. That sum of $60,000 has always been called
specie ; it is included in the item of $101,651 68, in the account of
December 9, 1833, in “ weekly state of the bank.” The cashier
always keeps that book. The debt of the New England Crown
Glass Company is $120,000, including over-drafts of $2OOO or
$3OOO. The corporators are understood to be liable individually.
Mr. John Binney is the president, Mr. Amos Binney is the treasu-
rer. John Henshaw’s check, 11 January, 1838, for $2795 85,
was in settlement of a note and interest. J. Henshaw has paid in-
terest on his over-drafts. The note which appears 15 January,
1838, was discounted January 10, but was not carried in till 15th,

because the loan was too high ;—we did not want to swell the loan.
This note is not included in the item of $884,757 27.

Charles Hood, [l6th Jan., 1838.] lam cashier of the Common-
wealth Bank, and have been from the beginning. The amount of
$60,000 loaned to the Middlesex Bank, has been considered as a
specie balance. In the state of the bank, December 7, 1833, it is
included in item of “ deposites in banks, $172,000.” It was a
loan on lime. It is the universal custom of banks in Boston to loan
to each other, and to treat such loans as bank balances ; I mean the
balances that accumulate in daily intercourse. My impression is,
that such balances have stood on interest with Boston hanks for
months ; two or three months—more than one month, certainly.
There was no written agreement with the Middlesex Bank about the
$60,000 loan, and no letters on the subject, to my knowledge. We
had no other object in making this loan but to get interest. We had
the government deposites. Our “loan,” December 7, 1833, was
$989,321 62. This book (the state of the bank) is made up every
week, Saturday. The president of the bank always knows about all
transactions ; this book is open to the directors. I have paid inter-
est to the Suffolk Bank on balances for considerable times.
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[Jan. 18, 1838.] The account due the bank from the Warren
Association, is $lBO,OOO by notes; overdraft about $47,000.
This does not include a note for $50,000, held by the Hospital
Life Insurance Company, and endorsed by this bank. We owed
the Life Office, and they took this note of us. The Warren Asso-
ciation owe only a few thousand dollars, beside the aforementioned.
lam the treasurer, and a member of the association. There are
articles of agreement, which are in Mr. Pickering’s hands. These
loans were made by authority of the directors of the association.
The directors are Mark Healy, David Henshaw, Thomas Curtis,
Hall J. How, Henry Upham, Ebenezer Jones, and Jonas L. Sib-
ley. The trustees are John Pickering, H. J. How, E. Jones, J.
L. Sibley, and myself; James W. Fenno is clerk. There are four
notes of $25,000 each, and two of $30,000 each. All were exe-
cuted by authority of the directors of the association. The old
notes of the association were exchanged January 15, 1838, for new
notes on time ; this was done in compliance with an agreement made
in November last—s2s,ooo, payable in 7 months ; $25,000 in 8
months, $25,000 in 10 months, $25,000 in 12 months, $30,000 in
16 months ; between 27 November and 2 December, 1837.

[Jan. 22, 1835.] In the bank return to the Governor and Coun-
cil, October, 1837, the item “bills of other banks,” includes
checks on this bank, and is so expressed. Mr. Mark Healy and
Mr. John Pickering, on Friday, 19 January, came to the bank, and
•old me I had nothing to say about their association. I believe Mr.
Pickering said he would come before the committee, if the com-
mittee desired it. Mr. Healy thought he had nothing to do with it.
Ido not think I can recollect the precise phraseology. They re-
fused to let me have the papers. The trunk of papers was sent to
Mr. Pickering last Monday, (Jan. 15th.) I received this note from
Mr. P. to send them :

(Copy.)
Charles Hood, Esq., at Com. Bank.

Dear Sir :—lt is important for us to have the books and papers
of the W. Association. Will you be good enough to send your
trunk to my office by the bearer, who is my boy.

Yours, respectfully,
JNO PICKERING
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I have not had them since. Messrs. Pickering and Healy were

here Friday forenoon. 1 told them the committee wished to see
them here on the subject of the Warren Association, and that the
committee asked me to,ask them to come. Mr. Pickering said, if
the committee wished to see him he would come. Mr. Healy gave
a reverse answer, some negative reply. They did not consider that
they were personally liable. They refused to let the committee see
the records They admitted that the contracts were in their pos-
session. They said I had no business to say any thing about it.
Ihe contract of association was an instrument of three parts, be-
tween the trustees, the directors, and the proprietors. I believe two of
the parts were in my trunk. I think the instrument was penned bvJ. W.
Fenno, and examined by Mr. Pickering. Fennowasa stockholder.
I am the treasurer, and I thought I had the right to the custody of
the trunk and papers, when I told the committee that they should be
here.

John Mills. lam a director of the Commonwealth Bank. On
Monday last, Jan. 15th, I had a conversation with Mr. David Hen-
sitaw and Mr. Mark Healy. Inquiry was made if the bank would
give up notes held by the bank against the Warren Association, and
take new notes. I replied that I supposed it was all right. But I
objected to notes being given up, because the committee of investi-
gation would soon be here, and I wanted the papers to remain. Mr.
Henshaw said those old notes had been given without any authority
from the association, as he conceived, and that they were not of the
least value to the bank. He said that, early in November, the asso-
ciation or directors had a meeting ; that those claims were brought
in—they all expressed great surprize that so much money had been
expended. Some declared that they would not pay them at all;
that they had been contracted without authority. Mr. Henshaw said
he knew they knew the money had come from the bank, and they
wished to do what was right ; that they finally passed votes authori-
zing the issue of new notes to a certain amount in lieu of the old ones.
A note was shown to me by the cashier, and to this was appended a

note of the association. Mr. Henshaw said, if we made the ex-
change, there was no doubt they would be as good as any notes on
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file. It might have been Mr. Healy who said this—either Henshaw or
Healy said this. Mr. Healy said that heshould insist on the contract
made with the bank being performed. The next day the directors
told me that Mr. Henshaw had been at the bank and said, that the
new notes were not binding, and proposed to put the property into
the hands of trustees, to pay the Life Office and the bank, and the
surplus to go to the association. I replied that I would consent
to no such arrangement ; that those gentlemen had told me yesterday
that those notes were as good as any on file, I mean Mr. Henshaw
and Mr. Healy. This last conversation was on Tuesday or Wednes-
day. Last Wednesday or Thursday morning, Mr. David Henshaw
called at my office; he said he felt a solicitude that this debt should
he secured ; that when he had the conversation at the bank he had
no doubt but the notes given them were legally binding on the asso-
ciation ; but there had been a careful examination of their records or
proceedings, and they were satisfied the notes were not legally bind-
ing on them. I suppose he meant they were not held individually.
He made a valuation of the land at 4 cents a foot, the house $50,000
furniture, &c., and left a balance in favor of the association. I told
Mr. Henshaw I could not consent to make the alteration ; that they
were not incorporated, and there were enough who had taken part as
directors or otherwise, who had consented to the expenditure of the
money at that time, who were personally accountable to pay the
debt. Mr. Henshaw rose up and said, if they are, you know it will
he an easy thing for them to put their property in a situation that you
can have no claim upon them. I made no reply to this. Mr. Henshaw
said he wished I would think of it, and perhaps the directors will
come to the conclusion that this is the best course for the bank. I
afterwards had conversation with Mr. Pickering and Mr. Sibley.
They proposed the same thing. Mr. Healy advised it to be done
for the benefit of the bank. I was authorized to consult counsel, and
I applied to Mr. Rand. Mr. Healy said we have taken the best
counsel in the city ; they assure us we are not holden individually ;

and the bank has no hold on the property. When Mr. Healy andMr. Pickering were at the bank 1 asked them if they had not been
summoned before the committee. Mr. Pickering asked me what
that committee meant to do—whether, in inquiring into the affairs of
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our bank, they meant to investigate the concerns of every individual
in Boston. He said he cared nothing about it for himself, but for
the rightsof others. Yes, said Mr. Healy, lay that list of associates
before the committee and it would make a greater disturbance than
the failure of the bank. I asked Mr. Pickering if he had any objec-
tion to letting the committee see the papers ? He said, yes. I
ought to say that my associates, the directors, have shown no dis-
position to make the arrangement without further advice.

Lowell M. Stone , [Jan. 26, 1835.] I arn the pension clerk.
Since May, 1837, $288,261 58 have been remitted by the govern-
ment to the agent here, to pay pensioners. Mr. J. K. Simpson
was the pension agent. The remittances were in drafts or checks
on this and other banks, except the last, which was in treasury notes,
$14,022 12. I paid the pensioners in checks on this bank, till the
lime of stoppage. Most of them are paid in September and Oc-
tober.

William Freeman. lam a director, and was chosen president
after the accident to Mr. Simpson. I believe that no person, two

days before the failure of the bank, knew it was going to fail. The
president’s salary, since he became pension agent, has been $l5OO
a year—paid by the bank. He became pension agent in 1833,
when we received the government deposits. Mr. Samuel S. Lewis
and Mr. Adams Bailey served with us as directors, till October,
1837. Mr. John Henshaw has not served as a director of this

bank since October, 1836. The treasury notes received by the
pension agent, Dec. 12, 1837, have been sold by the bank, part at

par, and part at half of one per cent, advance. The pensioners
have been paid in bank bills ; they had been previously paid by the
bank. No pensions have been paid in treasury notes. None have
been remitted for that purpose except the above.

My knowledge of the two checks, dated May 19, 1837, signed
by C. Hood, cashier, amounting to $9246 50, has been derived
from the cashier. Ido not recollect hearing of this transaction be-
fore he mentioned it. The cashier said, that some of the directors
and other debtors of the bank in large sums, were called upon to

pay in, and, finding it difficult to raise money, were willing the bank
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should hire money by an issue of post notes, and they would pay
the interest—whatever it might cost to obtain the money by the
post notes. I understood that part was for the N. E. Crown Glass
Company. Ido not know that I heard the names ; I might have
heard Mr. How’s name ; I do not remember this being discussed
at the board of directors. On hearing the vote of April 25, 1837,
read from the records, I have no doubt I was present. Till within
two or three weeks past, I did not know how much the Warren
Association was indebted to the bank. I invested $5OO in the War-
ren Association for my son, a boy, three years ago perhaps ; I am
not certain if it stands in his name or mine. 1 never attended a
meeting of the association. I do not know who was to pay that
discount on the post notes. I understood there was a committee,—
Samuel S. Lewis, and, I believe, Hall J. How,—to apportion the
discount. They never have done it, to my knowledge.

Hall J. How. I am a director. In the spring of 1837 there
was a press for money. The president first suggested, that the slate
of the bank made it expedient to raise money by sale of post notes.
A meeting of the directors was called, I think by the suggestion of
the president. I cannot say who was to pay the discount ; it was
talked about that it must be apportioned on the debtors of the bank,
if any extra interest was paid. Mr. Simpson said the Glass House
had been pretty liberally dealt with, and that he was a director, and
they must pay their share. Mr. Lewis, the cashier and myself
were a committee to apportion it. I had forgotten this, till I heard
the vote read from the record. This committee never were to-
gether to make the apportionment. We never had any conversation
about it as a committee ; we have talked the thing over, when to-
gether. The cashier observed, that the interest ought to be appor-
tioned. I have no recollection that the amount was ever represented ;

Ido not believe I ever asked it ; and I never knew. I supposed
the Warren Association would pay their share ; I presume they are
now willing.

John Mills. I never heard of this transaction till now.

Otis Rich. lam a director of this bank. I have a very indistinct
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recollection of this matter. I was at the meeting of the directors,—
I think the apportionment was not then discussed. It was generally
known the post notes would be sold at a discount. I understood af-
terwards from the cashier that there was to be an apportionment
among the large debtors to the bank. I think he mentioned the
Warren Association. Ido not remember any individuals men-
tioned. He did not mention me as one—he thought I ought not to
be one.

Francis S. Carruth. lam a director. I was at the meeting of the
directors, but I know nothing about the interest account. I supposed
the debtors to the bank owed largely, but did not know how much.
I supposed the individuals who owed were to lake the post notes,
and get the money for them. I never heard a word about the in-
terest account till this evening. I never saw the tell tale ; I never
asked for it.

Elisha Parks. lam a director. I have no recollection of any
information about the post notes, except what I have derived from
this examination. I have not looked into the records for Jive years.
In 1831, I sold out all my interest in the bank. Mr. Hood trans-
ferred one share to me, and urged me remain a director. I sold
that share yesterday to John S. Wright. I believe it was transferred
to his son, Dr. John H. Wright. I never had a certificate of it;
but I believe I paid for it. I sold it for $5. I had no conception of
those large loans. Mr. Hood told me they had about three hundred
accounts.

Hall J. How. There was a meeting at Mr. John Henshaw’s on

Wednesday evening before the Commonwealth Bank failed. The
cashier was present ; John Henshaw, David Henshaw, Charles
Henshavv, and myself. I was invited there by John Henshaw. I
was not told what the object was. The general conversation was

about the state of the bank. Mr. David Henshaw inquired if the
bank had been hard pressed. Mr. Hood said he had been a good
deal pressed, and it the bills pressed home hard, it would plague him
to meet them. They talked of trying to get help from the other banks.
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Mr. Hood said it was difficult. I think he said to David Henshaw,
that lie had applied to Mr. Stone, the president of the Suffolk bank,
for assistance. Hood said Stone had declined helping him. It was
mentioned by Hood that if the bills pressed home hard, and he could
not get help, he could not meet them. David Henshaw said, you
must stir your stumps. I went to John Henshaw’s at about? o’clock,
and left between S and 9 o’clock. There was some talk about the gov-
ernment money, but Ido not recollect what it was. D. Henshaw
seemed to express a good deal of surprise at the cashier’s statement.
Ido not recollect that the Warren Association was named. It was
agreed that unless we could get help, it would be impossible for us to
meet the bills or balances ; it was finally understood that we must stop.
I have no recollection that paper was extended before the 11th
January in consequence of apprehension of failure. I extended my
paper about that time ; it was on that account—-that was the prevail-
ing motive. My paper was extended by me and the cashier. John
Henshaw was my endorser on one of the notes, namely : How &

Jones’s note for $15,000, dated 9 Jan. 1838, payable in seven
months, endorsed by Henshaw & Co.

Charles Hood. Last spring was a difficult time for our custom-
ers. It was deemed expedient for the bank to raise some money for
them. I urged H. J. How and J. K. Simpson to pay in some
money. Both observed it would be difficult. They thought the
bank had better raise it by post notes. The plan was to raise the
money and apportion the expenses among those who were debtors to
the bank. This was assented to by Simpson, How and myself. It
was agreed that the board should be called. They deemed it expe-
dient, and a committee was appointed to apportion the loss ; the
committee never did it. I have asked Mr. Lewis and Mr. How as
many as three times, to have it done. They said it should be done ;

but no time was fixed. I never made up my mind whom to assess.
I should say Mr. Simpson and Mr. How should pay a considerable
part; the Glass Company likewise. I think Mr. Lewis will say that
Mr. Bmney said lie was willing to pay. I don’t think it entered
into my mind to call on the Warren Association—that was a modern
debt. The money was raised by post notes and deposit books.

The Globe Bank had $25,000 of our bills which we wanted to
take up. We had $20,000 of Middlesex Bank post notes, which I
sent to the Globe as collateral to our note for $25,000. They will

8
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return us the post notes on payment of the $25,000. There was
never any thing done at this hank but what every director might have
known it. The discounts were made daily, by vote, by the presi-
dent, myself and one director. The tell-tale has been kept by Mr.
Fitz, I believe correctly. No bills have been issued but what ap-
pear on the books, nor any post notes. Ido not know of any lia-
bility of the bank that does not appear on the books. There is no
other transaction like that of the post notes pledged to the Globe
Bank. My check, Dec. 7, 1837, for $lOOO, was placed with the
teller, to balance the post notes.

[Jan. 31, 1838.] Otis Rich. All my shares in this bank were
transferred 20 Nov. 1837, to the Provident Institution for Savings.
The transfer is absolute in form, but was intended as collateral security.

Charles Hood. The vote of the stockholders at the meeting,
Jan. 30, to authorize the directors to make a settlement with the
Warren Association, was taken by hand vote.

At a meeting of the stockholders of Cornmonu'ealth Bank, Janu-
uary 30, 1838, at their hall, in pursuance of a notice given by Mr.
Elisha Parks. The meeting was organized by the appointment of
David Henshavv as chairman, and C. Hood, secretary. Mr. E.
Parks then offered a written statement, which was read by the chair-
man, and hereupon it was voted, that the memorial of Mr. Parks
be laid on the table, and referred to the meeting to be held on 12th
February next.

Voted
, that the directors of this bank be and they hereby are au-

thorized to make a settlement of all demands of the bank against the
Warren Association, and the officers and members thereof, in such
manner and upon such terms, and taking such security, as the direc-
tors may think for the interest of this bank ; and that the acting
president of this bank, or the cashier thereof, execute such instru-
ments concerning the same as the directors may think proper.

John Pickering, Esq. and J. W. Fenno, Esq. attended before
the committee, on the summons of the bank, under a subpoena from
a justice of the peace, and were sworn.

James JV. Fenno. lam the clerk of the Warren Association,
and of the directors also. The association was formed in April,
1835, I think. lam not certain I was specifically appointed clerk
of the directors, but have acted as such. I hold no papers or
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records belonging to the association ; I have held such as clerk,
parted with them about a fortnight ago. I was going out of town,
and the directors had a meeting and appointed a clerk pro tern. I
was directed to send the papers to Mr. John Pickering’s office.
The meeting was of the directors and trustees. I cannot recollect
all the persons present, though I can some, and can name them. It
was at Mr. Pickering’s office. Mr. Mark Healy was there—l think
Mr. D. Henshaw was there. Towards the close of the sitting, Mr.
Hall J. How and C. Hood came in. I was gone out of town ten

days. I left Boston two weeks ago last Tuesday. My impression
is, the meeting was held after the failure of the bank, but I do not
wish to swear it. I do not recollect the failure of the bank was
talked of at the meeting. Mr. John Pickering, Jr. was chosen
secretary, pro tempore. I have done no act as clerk since ; no ar-
rangement for a future meeting was made, while I was there—l left
before the others. There had been a clerk pro tem. chosen on
former occasions. I never sent the papers to Mr. Pickering’s
office before. I have called on the clerk pro tem. for the papers
since I was summoned here ; the box is 100 heavy for me to bring;
Mr. P. Jr. fold me they were ready for me. I did not keep all the
records ; Mr. C. Hood kept the stock leger. The records in the
trunk when I sent it there, were—-records of stockholders’ meetings ;

records of directors’ meetings ; a book of transfers of shares ; trus-
tees’ records ; some loose papers, such as powers of attorney, &c.
The articles of association have been in my custody as clerk. They
were deposited in Commonwealth Bank.

John Pickering. Ido not object to examination on my own
account. I had a copy of the articles of the Warren Association ;

I lent them to some individual, who placed them in the hands of coun-
sel. I called on the counsel this afternoon to get them, but could
not. I sent a note to Mr. Hood, and a trunk was sent to my office
by him—not for my use and inspection, but for the trustees or direc-
tors. I did not examine the contents; some of the gentlemen
opened it; some of them said they would take care of it; I have no
doubt it is in the hands of some of them. I should think they were
some of the same gentlemen Mr. Fenno named. I should think Mr.
Mark Healy and David Henshaw were there. Trustees and
directors have been in and out of my office repeatedly since. The
trustees now are—J. L. Sibley, C. Hood, Tho’s Curtis, Ebenr’
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Jones, and myself. The directors are—Mark Healy and D. Hen-
shaw, all I recollect; H. J. How, also. I should think the papers
were taken away that night or the next day.

Otis Rich. I sold my stock in the W. Association a fortnight or
three weeks ago to my brother, E. A. Rich. I think I sold 23
shares ; I cannot recollect how much he gave me. He gave a note
for $7OOO, and rising.

F. S. Carruth. Am not, and never was an owner in W. Assoc’n.
Wm. Freeman. I formerly paid for two shares ; I cannot tell

whether in my name or in my son’s; he is a minor.
J. W. Fenno. The trunk is now here ; it was used by me to

keep Warren Association papers in.
Ist. -Directors’ records—they are gone.
2d. Stockholders’ records —they are gone.
3d. Record of transfer of shares—also gone.
4th. Trustees’ records —are here.
sth. Register of deeds of land sold by Association—that is here.
Some letters relating to business of Association, and a file of pow-

ers of attorney to transfer stock.
I don’t recollect any other important paper. The file of powers

appears as I left it. The file of letters is here. The above books
were all in the box when I sent it to Mr. Pickering’s office.

The directors of the W. Association were—H. J. How, presi-
dent ; D. Henshaw, M. Healy, Henry Dyham, Wm. Whitney,
Otis Rich, Alex. Wadsworth. The three last h?-ye transferred their
stock, and have since ceased to act as directors. Whitney sold his,
many months ago ; Mr. Rich sold his, as stated ; Wadsworth not a

great while ago^—he sold to a Mr. Newell.
I have not had recent occasion to examine the articles. I re-

member some names of associates in W. Association. Benj. P-
Homer was a stockholder; Ido not remember it he signed the pa-
pers. A question arose whether his son had authority.

Matthew Bolles, Jr., I have no doubt he signed.
J. L. and W. C. Tyler owned stock ; myself, (J. W. Fenno);

Dr. John C. Hayden ; D. Henshaw was an original associate; M.
Healy, John Pickering, J. L. Sibley, T. Curtis, Ebenezer Jones,

Charles Hood, Henry Upham, H. J. How, Wm. Freeman, Otis
Rich, Wm. Whitney. I do not recollect J. K. Simpson. My
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impression is, that George Brinley had slock—I am not positive.
F. J. Grund had stock.

I sent the key with the box to Mr. Pickering’s office. I have
not seen it since, till to-day. I was astonished not to find the books.

The capital was $125,000; 500 shares—s2so each. T was
present when directors authorized the house (Mt. Washington
Hotel) to be built. I cannot recollect the names of the directors
then present. I recollect Mr. How was one of the committee for
building it. I recollect meetings of directors to authorize alterations,
and to build a stable. When finished, the directors, and trustees,
and associates dined there. In November last, I recollect a meeting
of directors. I think Mr. Healy was present and objected to giving
the notes for a debt due tbe Commonwealth Bank, which notes were
given—am positive Healy was present; am very positive H. Hen-
shaw was there. Can’t recollect Mr. Rich ; Whitney had ceased
to act as director.

Mr. Healy spoke in opposition to giving those notes —I believe
because he was astonished at the enormity of the amount. There
was never any assessment on stock after tbe capital was paid in.
A statement of liabilities and assets had been made prior to that
meeting. Latterly, Healy has attended meetings of directors ; be-
fore, not so. The capital was paid for land. About $50,000
worth more land, was bought beyond the capital. I think the house
cost about $115,000, including stable, &c. Furniture, about $3O,
000. The associates hired a man to carry on the house the first
year. It cost them $20,000. Now on a different plan ;—they
carry it on economically.

C. Hood. We had $20,000 on special deposit, by P. Master,
Mr. Greene; $lO,OOO about, on special deposit, by Mr. Henshaw;
John E. Thayer came into the bank on 11th of January, with check
for $30,000 which we owed him,—we gave notes as security, and
paid him specie the next day—I believe that was the sum. The
bank owed this debt to Thayer for a deposit, not of specie—a de-
posit on interest, perhaps for a month ;—it was entered in the books
to his credit. A day or two after we stopped—l am not certain as
to the time, the P. Master took specie for his balance of account.
He had deposited specie. We were in habit of reporting to the
committee of banks, the special deposits, of specie. They all went
though our books.
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[Feb. 2.] Joseph Andreics, Cashier of Commercial Bank,

since 9 Nov. 1832. I can hardly say the bank is in habit of
holding memo, checks. They are generally good checks on our
bank, or on other banks ;—there is no mark of memo, on them. We
have a by-law stating, that no memo, check shall be received.
They are returned by teller as part of his cash ;—many of them are
for remittances to foreign banks, and kept in that state till we hear of
their safe arrival; —that, if they do not arrive safe, we should not
need a counter entry. Not in the habit of deducting the over-drafts
from the deposits—we return all our liabilities. Our book-keeper
has once or twice done it inadvertently in small sums ; —as soon as
I learned it, I corrected it—for the reason that our deposits are debts
due from us, and our over-drafts are assets.

The checks in transitu do not appear in our half-weekly returns
to directors, but are returned to the Legislature. We deduct from
the returns all those checks not drawing interest. The president has
always had from 3 to 6000 dollars in his possession, to pay checks
in the afternoon. That is not deducted, because in custody ofpresident.

The checks bearing interest are loans. If a man had a discount
granted him, if I had not time to pass the amount of money to his
credit, he would give a check, and as soon as the discount was
passed to his credit, the check would be charged or delivered to
him. I have had double duty to perform of discount clerk and
cashier, and such an occurrence might stand two or three days, or
a week. As a general rule, we do not allow over-drafts. Excep-
tions—such as that a gentleman found the bank tvould not be open
the next day -or, such as the U. S. Ins. Company, who deposited
all their notes with us for collection, wanting money to pay losses.
We have frequently received and paid checks drawn on our bank
for a larger sum than stood to the credit of drawers. In some cases
they might have bad abundance ofcollateral. Ido not know of any
cases of lending on checks except for a day or two. We have
made a rule not to lend on one name only. We make it a
practice to send to a person over-drawn, the next day. If doubt-
ful, should send same day. Never lent money for thirty days, or
even ten days, on one name alone. We have no accounts long
over-drawn. I know of no banks who keep accounts this way.

Ch. H. Eldridge , Cashier Merchants Bank. Our bank are in th«
habit of holding mem. checks. Sometime# we make a loan o(
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siclerable amount on memo, checks with security. When we think
they are likely to remain some time, we put them into the loan.
When we make our returns to the governor, we put into the loan as
much of the memo, checks as we think is on interest. There are
frequently checks in transitu, and we are called on sometime after the
lime, to make the return ; and the checks have been given up.
There are no memo, checks not on interest. We consider the
memo, checks one of the best parts of our loan. We have a large
correspondence, and are liable to be checked on by those southern
banks, and the memo, checks are a good resource ; they are always
secured. They amount to notes payable on demand with security.
I never failed to get payment. Asa general rule, we do not pay
out money without security—possibly the rule may have been bro-
ken —I will not say it has or has not. I have no recollection of any
such check lying by, after demand, without security. In some cases
they are entered on book as a part of loan, where they are expected
to remain for some lime. From the method of keeping the books,
the over-drafts, if any, necessarily lessen the deposits. I say, ifany,
because we never allow any if we can help it. The teller is or-
dered not to allow any, but in the hurry of business it will sometimes
happen.

In our return to governor and council, we put checks in transitu,
into the column of bills of other banks. Not checks drawn on our
bank, intentionally. They are bills the next morning to us.

Geo. F. Cook, Cashier of Oriental Bank. We sometimes hold
memo, checks ; w’e sometimes have made short loans in form of
memo, checks. Amount now’ held is very small. Not any held
without security. I cannot answer distinctly whether they are en-
tered in the loan or not. Since I’ve been in the bank the loan has
not been up, so that they could not be entered in the loan. Over-
drafts necessarily act on the deposits, and tend to lessen them, if
there are any over-drafts. By the state of our books, the balance of
the deposits after deducting the over-drafts would only appear.
There is a vote disallowing the teller to allow over-drafts. Been
cashier since 13 Nov. 1836. I cannot say I have made the returns
from our bank in that way. We do not allow standing over-drafts.
In making returns we do not deduct over-drafts from deposits. In
settling a debt by compounding, we charge it in leger to the debit of
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the party, and take it out of the loan. Over-drafts are not allowed
to stand a moment after they are discovered.

Jere. Gore, Cashier of Traders’ Bank. We have been in habit of
taking memorandum checks for a few days—generally with security.
The president sometimes takes them without. I never took one
without orders of the president, that I now recollect. They are
kept in teller’s account with the cash, and as cash. He renders
a daily account of them. In all returns they are entered in the loan.

We never allow any over-drafts. It sometimes happens the teller
pays a check; it is notified immediately, and made good. Do not
return checks against other banks as bills ; we put them under head
of debts due the bank. Within a month our directors have voted
not to make any loan on memorandum checks. A cashier’s check
we return as bank balance.

Sam. 0. Mead , Cashier of Market Bank. We have held mem-
orandum or circulation checks to a limited amount. Teller always
returns them to me as cash. Sometimes make loan on memorandum
checks, with collateral, to be paid when called for. Returned as
part of loan. Separate the mem. checks from the cash ; do not say
I have always done it. Teller’s book would show which were
mem. checks. Directors used to keep bills in their counting-rooms,
for which they gave circulation checks. I presume there is no bank
but what has accommodated directors with circulation checks, or the
privilege of an over-draft to a limited amount. ! 8 January, circu-
lation check system was repealed entirely. We have now no circu-
lation or memorandum checks. The balance of deposits, after
deducting over-drafts, has always been returned to governor and
council. The subject never entered my mind till this day; we
never had over-drafts except to a very small amount.

Benj. Dodd, Cashier of Atlantic Bank. We have been in habit
occasionally of receiving mem. checks. They go into the return as
loan. We do not have overdrafts, except accidental ones—we do
not intend to have any. I cannot say that the occurrence has hap-
pened on the day of the return. There are many days when no
account has been overdrawn.


