
SENATE No. 66.

House or Representatives, January 12, 1849.
Ordered, That the Committee on Banks and Banking in-

quire whether any action of the present Legislature be neces-
sary or expedient, in relation to the general laws on the subject
of banks, in view of the expiration of their charters on the
Ist of October. 1851.

Sent up for concurrence,
CHAS. W. STOREY, Clerk.

Senate, January 13, 1849.
Concurred.

CHAS. CALHOUN, Cleric.

Ordered, That the Abstract from the Returns of the Banks
and Institutions for committed to the Joint Stand-
ing Committee on Banks and Banking, with instructions to
report, whether those corporations have, or have not. complied
with the laws of the Commonwealth for the past year.

Sent down for concurrence.
CHAS. CALHOUN, Clerk.

House of Representatives, January 19, 1849.
Concurred.

CM/VS, W, STOREY, Clerk.

(Tommcmtotaltlj of

Commontotaltl) of iHassatijuGftts.

In Senate, January 19, 1849.
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The Committee on Batiks and Banking, to whom, by the order
of the L9th January last, were committed the Abstracts of the
Returns of the Banks and institutions for Savings, with in-
structions to report whether those corporations have, or have
not, complied with the laws of the Commonwealth, for the past
year, and to whom, also, was referred the order of the 12th
January, directing them to inquire whether any action of the
present Legislature be necessary, in relation to Banks, in
view of the expiration of their charters, now submit their

By the terms of the order, referring the Returns of theBanks
and Savings Institutions, the committee are instructed to examine
and report, whether or not those corporations have been man-
aged, the past year, in conformity to the provisions oflaw ; and
this duty they will proceed to perform as briefly as may he
consistent with their instructions, and a clear comprehension of
the facts they may have occasion to set forth. And they will
refer to the several items of the returns, in which there seem to
be any defects, or material variations, from the requisitions of
law, in the order in which they are found in the abstracts.

The Dorchester and Milton Bank, in its return of its bills in
circulation, does not distinguish between hills of five dollars
and upwards, and those less than five dollars, and the return is
not signed and sworn to by the cashier, as required bylaw, but,
as these omissions occurred by reason of an event not anticipa-
ted, and beyond the control of the directors, it appears that they
did all, which, under the circumstances of the case, they were
enabled to do, to conform to the requisition.

In Senate, March 13,1849

(Commouiutaltlj of

REPORT
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Every bank can legally hold such real estate as may be re-
quisite for the convenient transaction of its business; but the
real estate so held, shall not, unless by virtue of special author-
ity for that purpose, exceed twelve per cent, on the amount
of the capital stock, exclusive of what the bank may hold on
mortgage, receive on execution, or take as security for, or in
part payment of, any debt.

Several of the banks have made returns of real estate, to
a greater amount than twelve per cent, on their capital slock;
and, although it does not necessarily appear, from the returns,
that such excess of real estate is held contrary to law, in the
opinion of the committee, it would be proper for tire banks, so
holding real estate, by virtue of the special provisions of the
statute, to so state in their returns.

The law requires the banks to discriminate, in their returns,
between the bills, held by them, of other banks, incorporated
in this State, and those of other banks incorporated else-
where. The Lynn Mechanics Bank, Plymouth Bank, Fall
River Bank, and Massasoit Bank, do not comply with the law,
in this particular, but return all the bills of otherbanks, held by
them respectively, under one head.

In the 36th Chap, of the Revised Statutes, and some more re-
cent enactments, not affecting the general principles of this chap-
ter, may be found the general banking law of the Common-
wealth; and, among its provisions, it is enacted, Sec. 9th, that
there shall not be due to any bank, at any time, more than dou-
ble the amount of its capital stock, actually paid in. Although
the present pecuniary pressure, perhaps unprecedented in dura-
tion and severity, would seem almost to preclude the possibility
of any infraction of this provision, under our present system of
redemption of bills, yet we find the

Boylston Bank, capital ....$150,000 00
Returns, as the amount of debts due the bank, . 306,175 74
Exceeding the legal limit, by . . 6,175 74

The Freeman’s Bank, capital . . . $200,000 00
Returns, as the amount of debts due,

. . 402,350 58
Exceeding the legal limit, by . . 2,350 58
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The Ocean Bank, capital ....$lOO,OOO 00
Returns, as the amount ofdebts due, . . 200,709 58

The Cabot Bank, capital ....$150,000 00
Returns, as the amount of debts due, . . 305,079 37

The official requisition of the governor, upon the cashiers of
the several banks, in the years 1848 and 1847, called for a re-
turn of the state of each bank, at the close of business, on the
first Saturday in September, in each of those years, and had
reference to those days only.

The following named banks return the dividends, by them
severally made in October, 1848, one month after the time de-
signated in the requisition, viz. :—Washington, Manufacturers,
Mechanics, at Newburyport, Ocean, Brighton, Millbury, North-
ampton, Greenfield, Hampden, Quincy Stone, Fairhaven, Mer-
chants, New Bedford, and Bristol County. This would be
wholly unimportant, and might be considered as mere surplus-
age, were it not, judging from thepresent returns, that the probable
consequence would be, that these banks would omit, in their
next annual returns, the dividends of October, 1848, and, for
this reason, it is adverted to by the committee.

The requisition required the date, rate, and amount of divi-
dends, since the last annual return, that is, since the first Sat-
urday of September, 1847. The following banks do not re-
turn the dividends by them severally made in October. 1847.
viz.:—-Washington, Ocean, Central, Northampton, Hampshire
Manufacturers, Greenfield, Hampden, and Bristol County. It
is merely possible, that some of these banks made no dividends in
October, 1847; but that some ofthem did so, is within the knowl-
edge of the committee, and that most or all of them did, must
be inferred from the fact, that some of them return large extra
dividends, during the past year, and also from the very con-
siderable amounts which many of them hold as “ Net profits on
hand.”

The Danvers Bank, and the Marblehead Bank, each return
one dividend only, giving no date.

These are the only instances of apparent neglect* to comply
with the law noticed by the committee, from an inspection of the
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returns of the banks. Many of them are of trivial amount, or
of slight importance, and perhaps capable of explanation.

The amount of bank capital, on the first Saturday in Sep-
tember, IS4B, was .... $32,985,000

Amount of same, on the first Saturday in 1847, was $32,113,150
Increase in one year, .... 871,850

The amount of specie in the banks, on the first Sat-
urday in September, 1847, was . . $3,943,973 58

Amount of same, September, 1848, was . 2,578,030 32
Decrease in one year, . . . 1,365,943 26
Being more than one third part of the whole.

The amount of bills in circulation, on the first Sat-
urday in 1847, was .... $17,196,362

Amount of same, September, 1848, was . 13,196,029
Decrease in one year, .... 4,000,333
The amount of the debts due to the banks, on the

first Saturday in 1847, was . .
. $57,260,938 97

Amount of same, September, 1848, was . . 53,110,100 39
Decrease in one year, .... 4,150,838 58
The specie in the banks, in proportion to their

bills in circulation, was, in . . 1845, as 1 to 4s^-
Do. do. . . . . 1846, as Ito 4tV w
Do. do. .... 1847, as Ito 4T3

Tfw
Do. do. . . . . 1848, as Itos iW

This contraction of the circulation and of the loan of the
banks, each to the amount of four millions of dollars, in a sin-
gle year, while the banking capital has been increased nearly
one million, and the disproportionate decrease of specie, during
the same time, are matters of grave consideration. As long as
the banks have to meet the demands made upon their vaults
for coin, for shipment to the Pacific, while the gold so much
sought after, and so confidently expected, is not forthcoming, to
replenish them; as long as they have to contend with the
fluctuations of trade, under the effects of a tariffof duties, which
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creates a constant balance against us, only to be met by the ex-
portation of the precious metals ; as long as they are harassed
by the precarious and fitful movements of specie, under the
operations of the sub-treasury; so long must there be a continued
pressure upon the business community, and so long will direct-
ors of banks be called upon to exert all their vigilance and en-
ergy, in their management, and legislators to bring all their
wisdom and caution to their oversight and control.

The natural result of this stringency in the money market
are the numerous petitions for increase of capitals of existing
banks, and for the establishment of new ones. While the com-
mittee admit, that the constantly increasing business of the
Commonwealth may well demand some corresponding increase
ofbanking capital, they cannot forget, that, only four years since,
very many of the banks, with less capital than now, were com-
pelled to seek investments for their funds, at rates of interest
much below the legal limit.

To create banks is not to create money. To increase the
bank capital of the State one million of dollars, would not add
a single dollar to the aggregate of the coin of the State.

While we do not admit the expediency of fixing, by legal
enactments, the minimum of specie, which banks must possess,
we would not lose sight of the proportion between the bank
notes, which furnish our currency, and the specie upon which
they are based, and which they promise to pay.

Savi?igs Banks.

Forty-one of these institutions are found in the abstract of
the returns.

The whole number of depositors in which, is . 69,894
The whole amount of deposites in same, is . $11,970,447 64
The average amount due each depositor, is . 171 00

This large number of depositors, and the small amount to

their average credit, indicate clearly, that these benevolent in-
stitutions are resorted to chiefly by that class of meritorious per-
sons, in our community, for whose benefit they were designed
and established.
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There appear, in the returns of these institutions, certain
discrepancies between their acts, and the requirements of law,
which it is the duty of the commitee to point out.

By 36th chapter Revised Statutes, sec. 78, deposites in sav-
ings banks may be invested in the stock of any bank, incorpo-
rated under the authority of this Commonwealth, or of the
United States, or may be loaned on interest, to any such bank,
or may be loaned on bonds and notes, with collateral security,
of the stock of any of the said banks, at not more than ninety
per cent, of its par value ; or they may be invested in the public
funds of this Commonwealth, or of the United States, or loaned
on a pledge of any of said funds; or invested in loans to any
county or town in this State, or in mortgages of real estate; and
by the 44th chapter of the Acts of 1841, all savings banks
may make loans upon bonds or notes, with the pledge of the
stock of any railroad company, incorporated under the authority
of this Commonwealth , the whole amount of whose capital is ac-
tually paid in, such loan not to exceed eighty-five per cent, of
the par value of said stock : provided,

that no such loan shall
be made upon the stock of any company, whose road or fran-
chise is subject to any mortgage or pledge; and provided fur-
ther, that no loan shall be made on any railroad stocks, which
stocks shall not, at the time said loans are made, command at
least theirpar value in the market.

Salem Savings Bank returns, invested in the Slate
of Maine, six per cent, stock, . . . $62,000 00

In Ohio
,

six per cent, stock, . . . 135,669 37
In Pennsylvania , five per cent, stock, . . 80,719 32
In 174 shares Western Railroad, . . . 17,266 50
In 100 shares Eastern Railroad, . . . 11,140 24

361 shares Portsmouth, Portland, and Saco
Railroad, . . . .

. 36,121 25
In Bonds , ..... 9,500 00

The Institution for Savings in NeWburyport re-
turns, as invested in 143 shares Eastern Rail-
road, ......14,300 00

Loaned on 40 shares of same, .
.

. 3.400 00
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Andover Institution for Savings returns, as loaned
on pledge of Boston and Maine Railroad, . $8,350 00

Haverhill Savings Bank returns, loaned to a school
district, 2,000 00

And, on pledge of Boston and Maine Railroad, . 19,020 00

Provident Institution for Savings in Salisbury and
Amesbury returns, as invested in public funds
of Maine, ..... 3,960 00

Warren Institution for Savings in Charlestown re-
turns, loaned to two religious societies, . . 2,500 00

Institution for Savings in Roxbury returns, as
loaned on 8 bonds Vermont Central Railroad,
$lOOO each, ..... 6,400 00

And on 215 shares VermontCentral Railroad, and
66 shares People’s Bank, . . . 10,000 00

Fall River Institution for Savings returns, as in-
vested in 190 shares in Fall River Union Bank,
in Rhode Island, .... 19,000 00

Barnstable Institution for Savings returns, as in-
vested in State of Maine scrip, **

. 6,000 00
Invested in city of Albany scrip, . . . 1,000 00
Loaned on personal security, . . . 128,345 00
Being more than half their deposite, by . . 31,220,16

New Bedford Institution for Savings returns, as in-
vested in bond ofMichigan Central Railroad, . 10,000 00

Suffolk Savings Bank returns, invested in public
funds of city of Albany, . . . 13,000 00

Cape Ann Savings Bank returns, as invested in
Eastern Railroad stock, . . . 1,200 00

And loaned on Boston and Maine, . . 200 00

Dedham Institution for Savings returns, as loaned
on 13 shares Boston and Maine Railroad, . 1,200 00
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On 25 shares Western Railroad, and on 38 shares
Fitchburg Railroad, .... $5,300 00

Hingham Institution for Savings returns, as loaned
on Maine State stock, .... 5.000 00

The cases cited above seem to be the most prominent in-
stances of illegal acts, which are noticed by the committee; and
they regret to say, that, upon a recurrence to former returns of
the same institutions, they are compelled to believe, that, in
many of them, it appears to be the settled policy of their officers
to persist and continue in these important infractions of the ex-
press and positive provisions of law.

Every law, upon whatever subject, so long as it shall remain
unrepealed, upon our statute books, should be observed and ex-
ecuted; and especially those laws which have been enacted for
the establishment and regulation of those corporations, which
furnish the daily currency, and are the depositories of the whole
community. The public have a right to know of the soundness
and stability, and manner of business of those institutions with
which their relations and interests must be so constantly and
intimately connected. If a law is defective, or onerous, let it be
modified and amended; if it is oppressive or inoperative, or un-
necessary, let it be repealed; but-, while it continues in force, as
the law of the land, let it be respected and obeyed.

The annual returns of the monied corporations of the Com-
monwealth are not without their value and importance. Com-
ing statedly from the cashiers and treasurers of those institutions,
who must know their true state and condition, as'well as from
their directors and trustees, who ought not to be ignorant of
them, and verified by the oath of these officers, they are
well entitled to all the credit and confidence in the community,
which they possess. But it must be obvious to all who are
conversant with the manner of business of banks, that there are
many items of material interest to the public, not embraced in
the legal forms of the returns, and of those which are included,
there are some, about which, not the public alone, but the
officers themselves may be misled and deceived. In the opin-

-2
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ion of the committee, there is an urgent demand for further pro
vision, by law, for the examination and oversight of these cor-
porations.

In 1838, the Legislature created a Board of Commissioners
and invested them with plenary powers to visit, and examine
thoroughly, into the vaults, books, and papers, and all the affairs
of these corporations, and to make any and all inquiries which
might be necessary to ascertain their true condition, and ability
to fulfil their engagements, and whether they had complied with
the provisions of law applicable to their transactions, and mak-
ing it the duty of the commissioners to report annually to the
Governor, of the general conduct and condition ofall the banks
and savings institutions so visited and examined by them.

This commission existed five years, when the act by which it
was created, was repealed in 1843. From the last report of the
commissioners, which may be found in the Legislative Docu-
ments, 1844, Senate No. 6, and to all of which we respectfully
ask the attention of the Legislature, we presume to present the
following extracts; —

“ Since the bank commission was organized in April 1838,
ten of the banks have closed their concerns under its direction,
without any compulsory process, and without any loss to the
public, directly or indirectly, leaving in each case considerable,
and, in some cases, large dividends to the stockholders.”

“ Eight other banks, having a capital of $1,100,000 have been
closed by injunction, in four of which no loss has, or will be,
sustained by the public.” “ The whole of the public loss, then,
from bank failures, which is ascertained, or which can be esti-
mated in numbers, since the organization of the board, is from
the fraudulent issues of the Roxbury Bank, made before its con-
dition could be ascertained.”

During the five years of the existence of this commission,
eighteen banks were closed through its agency, the aggregate of
whose capital was more than three millions of dollars; all of
them having very considerable, and most of them very large,
liabilities to the public, in deposites and circulation. The whole
expense of the commission from the time of its organization to
its final close, was $20,482 20, being a little more than four
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thousand dollars a year. How inconsiderable this outlay from
the treasury of the Commonwealth, as contrasted with the hun-
dreds of thousands saved to its citizens, we leave to others to
compute.

Entertaining these opinions, having entire confidence in the
facts above cited, concurring, as is believed, with every commit-
tee on banks and banking, since the repeal of the law appointing
bank commissioners, and especially in view of the approaching
expiration of the bank charters, the committee unanimously rec-
ommend the passage of the accompanying Bill.

E. TORREY, Chairman,
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AN ACT
Providing for the appointment of Bank Commissioners.

BE it enacted by the Senate and House of Representa-
tives, in General Court assembled, and by the authority of
the same, as follows :

1 Sect. 1. There shall be appointed by the gov-
-2 ernor, with the advice of council, on or before the
3 first day of May next, three persons, as bank com-
-4 missioners, who shall exercise the powers and per-
-5 form the duties hereinafter specified, for the term of
6 three years, and until their successors are appointed
7 and qualified: provided, that the person first-named of
8 said commissioners shall go out of office at the end of
9 one year, and the person next named shall go out of

10 office at the end of two years ; but any person going
11 out of office may be reappointed; and provided ,

12 also, that the governor, with advice of council, may,
13 at any time, remove from office any or all of said
14 commissioners, and fill all vacancies. And no bank

(TommonUJcaltl) of ittagsadjusetts.

In the Year One Thousand Eight Hundred and Forty-
Nine.
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15 commissioner shall in any way be liable, either as
16 principal, surety, endorser, or otherwise, at any bank
17 within this Commonwealth, nor be a director or
18 stockholder therein.

1 Sect. 2. Said commissioners, or two of them at
2 least, once in every twelve months, and as much
3 oftener as they may deem expedient, shall visit every
-1 bank and institution for savings, which has been, or
5 may be, incorporated by the authority of this Com-
-6 monwealth, including those banks whose charters
7 have been, or may hereafter be, annulled by the Leg-
-8 islature, or surrendered by their stockholders, so long
9 as such banks are continued bodies corporate by

10 law; and they shall have free access to their vaults,
11 books, and papers, and shall thoroughly inspect and
12 examine all the affairs of said corporations, and make
13 any and all such inquiries as may be necessary to
14 ascertain their condition and their ability to fulfil all
15 the engagements made by them, and whether they
16 have complied with the provisions of law applicable
17 to their transactions.

1 Sect. 3. Said commissioners, or a majority of
2 them, may summon and examine, under oath, all the
3 directors, officers, or agents, of said corporations, and
1 such other witnesses as they may think proper, in
5 relation to the affairs, transactions, and condition of
6 said corporations ; and any such director, officer,
7 agent, or other person, who shall refuse to appear
8 and testify, when thereto required, as aforesaid, or
9 who shall obstruct, in any way, any commissioner in
10 the discharge of his duty, as prescribed in this act,
11 shall, on conviction, be subject to a fine not exceed-



[March,BANK RETURNS, Ac.

12 ing one thousand dollars, or to imprisonment not
13 exceeding one year.

1 Sect. 4. If, upon examination of any bank or in-
-2 stitution for savings, a majority of said commissioners
3 shall be of opinion that the same is insolvent, or that
4 its condition is such as to render its further progress
5 hazardous to the public, or to those having funds in its
6 custody, and also that the said bank or institution for
7 savings has exceeded its powers, or has failed to com-
-8 ply with all the rules, restrictions, and conditions,
9 provided by law, they may apply to some one of the

10 justices of the supreme judicial court, to issue an in-
-11 junction to restrain such corporation, in whole or in
12 part, from further proceeding with its business until a
13 hearing of the said corporation can be had; and said
14 justice shall forthwith issue such process, and, after
15 a full hearing of said corporation upon the matters
16 aforesaid, may dissolve or modify the said injunction,
17 or make the same perpetual, and make such orders
18 and decrees to suspend, restrain, or prohibit, the fur-
-19 ther prosecuting of the business of such corporation,
20 as may be needful in the premises, according to the
21 course of chancery proceedings, and, at his discre-
-22 tion, may appoint agents or receivers to take posses-
-23 sion of the property and effects of the corporation,
24 subject to such rules and orders as may, from time to
25 time, be prescribed by the supreme judicial court, or
26 any justice thereof in vacation. And said commis-
-27 sioners shall have power to appoint a clerk of their
28 board, prescribe his duties, and fix his compensation,
29 whenever the public good may, in their opinion, de-
-30 mand such an appointment.
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1 Sect. 5. Said commissioners, in the month of Jan-
-2 nary, annually, shall make a report to the Legisla-
-3 ture, within ten days after the commencement of the
4 session thereof, of the general conduct and condition
5 of the corporations visited by them ; and, in case any
6 one, or more, of said corporations have, in the opin-
-7 ion of the commissioners, essentially violated any law
8 of this Commonwealth, they shall make a special
9 report on the subject of such violation, containing

10 such statements and remarks as they shall deem ex-
-11 pedient.

1 Sect. 6. Before they shall enter on the duties of
2 their office, said commissioners shall severally make
3 oath, before some justice of a court of record, or be-
-4 fore any two justices of the peace of this Common-
-5 wealth, that they will faithfully and impartially dis-
-6 charge and perform all the duties incumbent upon
7 them in their said office, agreeably to the constitution
8 and laws of this Commonwealth, according to their
9 best abilities and understanding; and a certified copv

10 of such oath shall be returned, within thirty days, to
11 the office of the Secretary of the Commonwealth.

1 Sect. 7. Neither of said commissioners, nor their
2 clerk, shall disclose the names of the debtors of any
3 monied corporation examined by them, nor impart any
4 information obtained by them in the course of such
5 examination, excepting so far as may become neces-
-6 sary in the performance of their duties.

1 Sect. 8. Each of said commissioners shall receive,
2 as a compensation for his services, six dollars for
3 each and every day employed by him, and at the rate
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4 of one dollar for every ten miles actually travelled
5 by him, in the performance of the duties prescribed
6 by this act; and the governor is hereby authorized
7 to draw his warrants on the treasury therefor, and
8 for the compensation prescribed for the services of a
9 clerk of said commissioners, according to the fourth

10 section of this act.

1 Sect. 9. Nothing contained in this act shall im-
-2 pair, diminish, or in any way atfect, the power re-
-3 served to the Legislature by the fortieth section of
4 the thirty-sixth chapter of the Revised Statutes, or
5 preclude the Legislature from exercising, at any time.
6 the powers and duties therein mentioned.

1 Sect. 10. The first section of the act passed
2 March 24, 1843, entitled, “An Act to regulate
3 Banks and Banking,” is hereby repealed.

1 Sect. 11. This act shall take effect from and after
2 its passage.


