
SENATE. No. 97.

AN ACT
TO REPEAL THE

CHARTER OF THE NAHANT BANK.



House of Representatives, March 29, 1837.

Ordered , That Messrs. Lincoln, of Worcester,
Joel Fuller, of Neivton,
D. Bemis, of Springfield ,

With such as the Senate may join, be a Committee to in-
quire into the doings of the Nahant Bank, and to hear the
Banks specially thereon, agreeably to the provisions of the
36th chap, of the Revised Statutes, and report the re-
sult of their investigations to the present Legislature.

Sent up for concurrence.

L. S. CUSHING, Clerk.

Concurred, and Messrs. Lawrence and Fairbanks are
joined.

CHA’S CALHOUN, Clerk.

In Senate, March 30, 1837.

Commouujcaltij of i^assacijwsetts*



The Special Joint Committee, appointed “ to inquire into
the doings of the Nahant Bank, and to hear the bank,
specially thereon, agreeably to the provisions of the
thirty-sixth chapter of the Revised Statutes, and re-
port the results of their investigation to the present
Legislature,” have attended to the duty assigned them,
and respectfully

That, in pursuance of their instructions, your Commit-
tee summoned the President, Directors, and Company of
the Nahant Bank, to appear before them, at the Senate
Chamber, on Monday, the third day of April inst. for the
purpose of making the aforesaid investigation. In obe-
dience to the summons, they appeared at the time and
place appointed, and readily submitted themselves to ex-
amination. The labors of your Committee were greatly
abridged by the admission, on the part of the bank, of the
facts and statements, contained in Document No. 61, of
the Senate, as evidence. Your Committee desire the facts
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In Senate, April 6, 1837.
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and statements, as therein set forth, to be considered as
a part of this report. In addition to this evidence, it ap-
pears, by a statement of their present condition, that since
the publication of the aforesaid document, they have
lessened their liabilities $28,000. They are still of
opinion, that the resources of the bank will redeem its cir-
culation, and discharge its reponsibilities to the public.
They are desirous, that it should be continued, and read
to your Committee the following arguments and reasons
in behalf of that desire.



The undersigned, President and Directors of Nahant
Bank, summoned before the honorable Committee of
the Legislature, to show cause why the charter of
said bank should not be declared forfeited, respectfully
appear and submit the following

The charter of said bank ought not to be declared for-
feit :

Because the bank, as such, has never voluntarily ex-
ceeded the limits of its charter, or failed to comply with
any of the rules, restrictions, and conditions provided by
law, —all those unjustifiable acts wherewith it now stands
charged, having been done, not by the lawful government
of said institution, to wit, the Board of Directors, but by
its late President, and one or two other Directors, with-
out the knowledge, consent, or sanction of the Board, and
contrary to its express direction. For which unauthor-
ized and unlawful acts, the said bank is no more account-
able to the honorable Legislature, than it would be, for an
embezzlement of its funds, or conspiracy to defraud, by
its President and Cashier.

Because the misfortunes, losses, and temporary inabil-
ity of said bank to redeem its bills, have all resulted from
the same unlawful and reckless course of its late Presi-
dent, aided by an undue influence over the Cashier, alike
unknown and unauthorized by the Board ot Directors; a
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course of conduct so tortuous and disguised—so craftily
obscured by false coloring and misrepresentation, as to
have almost entirely eluded the scrutiny of the Board.

Because a bank located in that part of Lynn where the
Nahant Bank stands, is absolutely necessary to the busi-
ness community of that part of the town ; and because it
is the strong wish of all the neighborhood and all the
former customers of said bank, that its charter should be
spared, and the institution restored, as speedily as possi-
ble, to its former usefulness.

Because the affairs of the bank, though much deranged
by the mismanagement of its late officers, have been so
far adjusted as to authorize the belief, that, if permitted to

go on, the bank will, in a short time, be able not only to
redeem all its circulation, but to resume its discounts and
accommodations to the public.

Because, if the most rigorous construction is to be put
upon the unauthorized and unlawful acts of the late Presi-
dent and Cashier, and the bank, by implication, is to be
held responsible for their criminal conduct, and on that
account, to be subject to legislative censure, neither the
dignity of the law, nor the public good requires, that the
charter of said bank should be annulled.

The undersigned would respectfully ask, whether the
highest and most grievous punishment ought to be visited
upon this or any other institution, when no public good
can possibly result from such a course—whether, for the
sake of punishing the guilty, who will least feel the
infliction, the Legislature should impose unmerited re-
proach and injury, not only upon the innocent, but upon
those who have exerted themselves to arrest the evil, and
restore the bank to its former usefulness and respectabil-
ity—whether it will become the merciful and parental
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character of the Commonwealth, to crush with relentless
vengeance, one of its own offspring, for an involuntary
offence,—whether the community will be benefited most
by depriving the bank of the power to right itself, or by
allowing it under the light and profit of experience, to

resume the honorable station it once sustained to the
public.

The undersigned present the following statement of
facts, and respectfully ask that it may be appended to the
Committee’s Report:

Of the present Board of Directors, only two had any
connexion, except as stockholders, with the Nahant Bank
at the time of its failure. The Board chosen in October,
1835, consisted of H. Chase, H. A. Breed, D. Taylor,
A. Breed, J. C. Stickney, S. T. Huse, G. Johnson, and
I. Story. In January, 1836, J. C. Stickney tendered
his resignation, but, at the urgent request of part of the
board, consented to remain a few months longer, and did
remain a director till July, 1836, when, becoming dissatis-
fied with the management of the bank, he formally re-
signed and ceased to act. Subsequently, D. Taylor and
S. T. Huse signified their intention of resigning, and
ceased meeting with the Board. Several of the others
continued nominally directors through the balance of their
term, till October, 1836, when a new board was chosen,
consisting of H. A. Breed, H. Chase, I. Story, G. John-
son, D. Kent, T. Raddin, Jr., and J. Clark. The bank
failed the 19th November, 1836, a few days after the
failure of its President, H. A. Breed. Upon examina-
tion, “ it was found that H. A. Breed, aside from his reg-
ular discounts, had abstracted from the bank, under vari-
ous pretences, the enormous sum of $155,631 83,” with-
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out the knowledge or assent of the Board ; and H.
Chase nearly $20,000 more in the same way.

The precise times of taking said money does not ap-
pear ; but it is supposed that nearly the whole of that
large amount was abstracted in the months of September,
October, and November, 1836. But how taken, under
what pretences, for what purposes, and by whom, were
facts never communicated to the board, and unknown to
most of the directors, till the stockholders’ meeting in
December, 1836. It then appeared, that, from time to

time, the President, with the knowledge of the Cashier,
but without any right or authority, had taken large sums
of money and left his memorandum checks therefor;
which checks were reckoned as cash on hand, by the
Cashier, in his statements to the board. Thus, the real
situation of the bank, and the transactions of its Presi-
dent were concealed from the directors.

Under these circumstances, those of the undersigned
who have, at any time heretofore, acted as directors of
said bank, do not feel that they are justly chargeable with
the misdoings of the late president or cashier. One half of
the directors in June, 1836, with a view to prevent the ac-

ceptance of checks when the drawer had no funds in depos-
ite, and to exclude memorandum checks entirely, caused
avotetobe passed, instructingthe cashier to receive neither
the one nor the other. This was at a time when the
evil had probably but just begun; so that, if the cashier
had done his duty faithfully, the whole cause of difficulty
might have been arrested.

All these facts were proved, under oath, before the
honorable legislative committee, who examined into the
doings of Nahant Bank, in February last, and formed the
basis of their report. But, to prevent any mistake or mis-
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understanding in the matter, the undersigned (each for
himself) here, before this honorable committee, wholly
disclaim and deny any and all participation in the unlaw-
ful acts of the late president and cashier of Nahant Bank,
and severally, solemnly aver, that said unlawful acts w’ere

perpetrated without their knowledge, sanction, or assent.

ANDREW BREED,
THOMAS RADDINS, Jr.
J. C. STICKNEY,
WM. CHASE,
DAVID TAYLOR,
GEO. JOHNSON.

Boston , April 3, 1837.
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Your Committee feel great pleasure, in exonerating the
gentlemen, whose signatures are borne upon the forego-
ing defence, from all participation, in the mismanagement
and guilt of this corporation. They think the arguments
presented entitled to favorable consideration, and are dis-
posed to allow them, their proper influence. They do,
indeed, acquit these individual directors and stockholders
of actual, and constructive transgression, but can they
be made to exculpate the corporation ? The officers,
who were invested with authority by the stockholders, to

transact the business of the corporation, have abused
that authority, and brought ruin upon the institution, and
damage to the public. For this malfeasance, the corpo-
ration is Justly responsible, though many of its stock-
holders may be entirely innocent. The incorporating
power, therefore, may justly divest it of the corporate
privileges, which it has perverted and abused. Before
exercising this power, and inflicting on a corporation cap-
ital punishment, your Committee would be persuaded of
its expediency, as well as justice. That it is just, in
this case, the evidence fully proves, and public sentiment
seems to point strongly to its expediency.

The evidence proves the bank guilty of gross viola-
tions of its charter, and the laws, regulating banks and
banking. No one can doubt, that its officers committed
these violations deliberately, and with full knowledge of
the provisions of the laws, they were about infringing.
The concealment of the facts from the directors by the
cashier, and his entering the sums illicitly drawn, as cash,
in the books, and in his exhibit to the directors, proves
conclusively a consciousness of wrong, in both the pres-
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ident and cashier. For these acts, the corporation is re-

sponsible, and justly amenable to the penalties of the
laws. To require the knowledge and assent of all the
stockholders, or even of all the directors of a corporation
to an illegal act, would throw around corporations, the
shield of perfect impunity, and render it impossible to
convict them of charter violations. Public policy re-

quires, that convictions for corporate offences should be
made easy, and their punishment, in some shape or other
certain.

This bank has transcended its chartered limits, in sever-
al respects. It has issued a greater amount of bills than it
was authorized to do. It has exceeded the statute limits
of its loans. It has refused to redeem its bills in specie,
and still refuses so to do.

Either of these offences are infractions of the charter,
and may justly involve its forfeiture. Although the gen-
tlemen, now in the government and direction of said bank,
had no actual participation in the acts, which caused the
aforesaid infringements of the charter, yet they were com-
mitted by agents of their appointment, and, therefore,are
legally responsible, and cannot complain if the legal pen-
alties are visited on the institution. Your Committee,
from the best consideration they can give the subject, are
of opinion, that it is expedient, under all the circumstances
of the case, to inflict upon this bank exemplary punish-
ment. They accordingly recommend the enactment of
the accompanying bill, to repeal its charter.

Per order,

M. LAWRENCE.



AN ACT

To repeal the Charter of the Nahant Bank.

Be it enacted by the Senate and House of Represen-
tatives, in General Court assembled, and by the authority
of the same, as follows:

The Act incorporating the President, Directors and
Company of the Nahant Bank, passed the 22d day of
March, in the year one thousand eight hundred and thir-
ty-three is hereby repealed. This act shall take effect
from and after its passage.

(SommontotalHj of i^Tassacljusctls.

In the Year One Thousand Eight Hundred and Thirty-
Seven.


