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To His Excellency , Edward Everett,

Governor of the Commonwealth of Massachusetts:

The Bank Commissioners, in compliance with the pro-
visions of the Act, under which they were appointed,
have the honor to submit the following, as their first
annual

The second section of the “Act providing for the ap-
pointment of Bank Commissioners,” provides that “said
Commissioners or some one of them, at least once in
every twelve months, and as much oftener as they may
deem expedient, shall visit every Bank and Provident
Institution for Savings, incorporated by authority of this
Commonwealth, and shall thoroughly inspect and exam-
ine all the affairs of said corporations, and make all such
inquiries as may be necessary to ascertain their condition
and ability to fulfil all their engagements, and whether
they have complied with the provisions of law, applicable
to their transactions and the sixth section of the same
Act, makes it their duty, “in the month of December
annually, to make a report to the Governor, of the general
conduct and condition of the corporations visited by
them, and in case any one or more of said corporations
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have, in the opinion of the Commissioners, essentially
violated any law of this Commonwealth, they shall make
a special report on the subject of such violation, with
such statements and remarks as they may deem expe-
dient.”

T. he Commissioners entered upon the discharge of the
duties assigned to them, as soon as practicable after their
appointment, and have continued their examinations, with
such diligence as their private avocations would allow,
and the public interest seemed to require, to the present
time. They have visited and examined one hundred and
twelve Banks, and twenty-five Institutions for Savings,
and they take great pleasure in stating, that wherever
they have been, though their visits have, generally, been
made without any previous notice, and have, sometimes,
doubtless, happened at times not the most convenient for
the directors and other officers of the corporations, they
have, uniformly, been received, not only with courtesy
but with apparent, and they doubt not, real, cordiality.
The C ommissioners were aware, that unexpected visits
might subject the officers of Banks to some inconven-
ience, and themselves to some additional labor and delay,
yet the advantages of seeing every day operations carried
on in their every day dress, were so manifest, that they
could not hesitate as to the proper course for them to

take.
As the Banks, in the city of Boston, had been under

the eye of the Legislature for some months, and several
of them had been subjected to rigid examinations by
committees specially appointed for the purpose, and as
the Banks themselves were associated for mutual exam-
ination and support, during the suspension of specie pay-
ments, the Commissioners concluded to commence their
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labors with those in the country, which, if they had suf-
fered less than others in the common calamity, which
had come upon them all, had, hitherto, attracted but lit-
tle notice. The Banks having the smaller capitals have
for the most part, been examined by one only ot the
Commissioners, while those with the larger capitals have,
generally, been visited by two or more of them together.
Their course has been, to require ot the officer having
charge of the books, a statement of the condition oi the
Bank, on the day of the visit, and then to test the truth
of the statement by counting the cash in the Bank, ex-

amining, one by one, and taking an account ol the notes

discounted, and comparing the balances on the books
with the statement, and verifying the correctness of all
by the oath of the proper officers. They have, some-
times, gone further, when it could be conveniently done,
and have required statements of balances due from and
to other Banks to be substantiated by certificates from
the cashiers of the Banks, with which there were said to
be such open accounts. It is obvious, that this could not
be done, generally, without a good deal of delay and
much inconvenience. They have, also, looked with con-
siderable care, into the evidence in relation to the issue
and destruction of bank-bills, in order to ascertain the
exact amount of the circulation. But their attention has
been, more particularly than to any thing else, directed
to the loan , believing that, if the funds of the Bank
are loaned out on good and proper security, although the
officers, having charge of the cash, may be guilty of em-
bezzlement and may, for a while, successfully cover up
the fraud, yet the public is secure against loss. While
the loan continues sound and substantial, a Bank cannot
become insolvent. In a word, they have endeavored to
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obtain the best evidence, of which the nature of the case

would admit not trusting to the representations of in-
terested persons, when better evidence could, conveniently
be obtained, or reasonably required. Ihey have been
thus particular in stating their inode of examination, be-
cause they supposed such to be the thorough examination,
contemplated by the Statute.

And it gives them great satisfaction, that they are able
to report, that as far as their examinations have extended,
the Banks of this Commonwealth are, generally, not
only in a sound condition, but have been managed con-
formably to the laws made for their government. Indeed,
they would feel, that they were doing injustice to a very
large proportion of those corporations, were they to with-
hold the expression of the opinion, that they have been
conducted with great skill and good judgment, under cir-
cumstances of peculiar temptation and embarrassment.
The association of the Boston Banks for mutual examina-
tion and support has been already alluded to. The temp-
tation was certainly strong, at the time of the suspension
of specie payments, for the strong Banks to adopt the
unsocial principle, that it belonged to each one to take
care of itself. Such a course, to be sure, might, and
probably would, have been suicidal in the end, for the
whole business-community must have been prostrated ;

but it is nevertheless true, that many reasons might have
'

«/ O

been urged for adopting it. It can hardly be doubted,
that, to that association the public is indebted for a sav-
ing of some hundred thousands of dollars of irredeemable
Bank bills. The temptation, too, was strong for the
country Banks, on the happening of the same event, to
withdraw their deposits for the redemption of their bills
in Boston, and to take advantage of a great calamity to
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enrich themselves by an increase of their circulation.
They all, however, without exception, continued to re-

deem their bills in Boston during the suspension, as they
had done before.

It is unnecessary for the Commissioners to discuss the
question of the necessity or expediency ot the suspension
of specie payments by the Banks ol this Commonwealth;
for public sentiment, as well as the voice ot the Legisla-
ture, has settled it. To show, however, the strength of
public sentiment, as well as the confidence which, was,
generally, felt in the integrity and solvency of the Banks,
they would state the fact,—that during the whole time ol
the suspension, suits for refusing to pay specie were insti-
tuted against thirteen only of all the Banks, which have
been visited, and those suits were all for very trifling
amounts.

Neither is it necessary, that the Commissioners should
state the fact, that all the Banks in the State have re-
sumed specie payments. The fact is sufficiently attested
by the evidences of returning prosperity, which greet us
on every side. They commenced paying specie for their
small bills, immediately, on the passage of “ an act to aid
the Banks in resuming specie payments,” passed April
25, 1838. Some of them, very soon after, resumed the
payment of specie, when requested, for all their liabili-
ties, and the resumption became general on the 13th of
August last. By a comparison of the last three returns
of the Banks, which have been published, it appears, that
the circulation, on the first Saturday of October last, was
about $500,000 less than it was on the first Saturday of Oc-
tober, 1837, and about $300,000 more than it was on the
second Saturday of February, 1838. It also appears, that
the aggregate amount of specie was about $900,000 more
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than it was in October, 1837, and about $700,000 more
than it was in February last. So that, notwithstanding
the resumption of specie payments in the meantime, the
circulation, between February and October last, had in-
creased $300,000, and the specie had also increased
$700,000. The amount of specie, holden by the Banks,
on the first Saturday of October last, was not only abso-
lutely larger, but larger in proportion to circulation
than it had been at any former period for ten years. A
table is annexed, showing the liabilities of the Banks to
the public, and also their resources, as taken from their
published returns for the last ten years, from which it ap-
pears, that their immediately available resources, on the
first Saturday of October last, were larger in proportion
to their liabilities, than they had been at any former period
during said term of ten years.

The Commissioners have received, from the Banks, re-
turns of their condition on the first Saturday of June last,
and had intended, that an abstract should accompany this
report; but on comparing them with the returns of Feb-
ruary and October, they do not perceive, that they furnish
any material additional information, and they have con-
cluded, therefore, to withhold them. They will be hap-
py, however, to make such disposition of them as your
Excellency or the Legislature may direct.

It is made the duty of the Commissioners, by the sec-
tions of the act before cited, not only to ascertain and
report upon the ability of the corporations visited by them
to fulfil all their engagements, but also, to ascertain wheth-
er they have complied with the provisions of law applica-
ble to their transactions, and to report any essential viola-
tions, They have already remarked that the Banks general-
ly have been managed conformably to the rules established
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for their government; but they have discovered viola-
tions of the laws in the transactions of some of them,
which they are constrained to report as essential viola-
tions.

There haveprevaiied, and still prevail, very erroneous no-
tions with regard to the meaning of the law relating to the
paying in of the capital stock. Every act incorporating a
Bank is upon the express condition, that the whole capi-
tal stock shall be paid in within a certain time specified
in the act, and the general law relating to Banks provides,
that no loan shall be made to any stockholder, until the
full amount of his shares shall have been paid in. It
would seem as if these were very intelligible provisions of
law ; and that it would require an effort to misunderstand
them. And yet it has been gravely argued, that the giv-
ing of a note of hand, or a memorandum check, promising
to pay, secured by a pledge of the shares, which have
never been paid except by that identical note or check, is
a substantial compliance with the law. And when the
meaning of the law has certainly not been misunderstood
there have occasionally been practices which were after all
but poor attempts to evade it; as where there have some-
times been express promises, and in other cases, implied
agreements or understandings, that the money which was
paid in on one day should be loaned back again to the
stockholders on the next, or as soon as the mere form of
the Jaw had been complied with. The Commissioners
have felt themselves the more strongly bound to notice
these violations and attempted evasions of a plain law ;

because to them it is believed may be traced more or less
remotely most of the bank failures which have occurred
in this Commonwealth. The paying of the capital stock
is not form, but substance ; the law intends that the bu-
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siness of these corporations should he built up upon an ac-

tual cash capital, and not upon the foundation ol uncertain
promises.

By the Legislature of 1836, were passed thiity-lhree
acts incorporating new Banks, and twenty-three acts in-
creasing the capitals of Banks then in operation. In some

cases it was found, when the time for paying in the stock
had arrived, that a portion of the subscribers were unable
to perform their engagements, i lie stock thus thrown
upon the Banks, was, in some instances, assumed by the
individual directors, who gave their notes for the amount

of such deficiency, and, in other instances, it remained as

the property of the Bank, to be disposed of as soon as an
opportunity should offer. Occasional sales have been
made ; but, in some ten or twelve of the Banks, which
have been visited, there still remains a portion of the
stock,—in most cases, a small amount,—which has nev-
er, in fact, been taken up or paid in. The Commissioners
deem it unnecessary, at this time, to report the names of
the Banks, thus situated, as they have the assurance, that
the stock will be disposed of, at the earliest opportunity,
and as they believe, the public will sustain no damage
thereby.

There are other cases of gross violations of the law
in this behalf for which no excuse or apology can be
found. Some of them came under the supervision of
the Legislature, at its last session, and others will be
specially noticed in another part of this report.

In a few instances, the Commissioners have found the
debts due to Banks to have been more than double the
amount of their capitals ; but such cases have been very
rare and of short continuance, and apparantly accidental.

They have taken pains to ascertain from all the
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Banks, which have been visited, the rates of exchange
which have been charged on the discount of inland bills
of exchange and drafts, as well for the purpose of see-
ing whether there were any which could be called fixed
rates, as to discover whether in any cases, usurious inter-
est had been attempted to be covered up under the name
of exchange. The charges were found to be very vari-
ous;—differing in different places, and at different Banks
in the same place, and at the same Bank, at different
times. This was to have been expected, and is to be
attributed mainly, no doubt, to the unsettled state of af-
fairs for the last two years, to which term their inquiries
were limited. The charges, though generally liberal, do
not, under the circumstances of the limes, appear to have
been extravagantly high. Many of the country Banks,
they found, were in the habit of charging a fourth or a
half of one per cent, for exchange on bills and notes dis-
counted by them, payable in Boston. The propriety of
this charge may well be questioned. It is not easy to
see how exchange can be in favor of the country, when
all the country Banks want funds in Boston. The prac-
tice, however, was defended on the ground, that, as those
Banks redeem their bills in Boston, thus making the bills
of all the Banks in the Commonwealth of uniform value,
and as they are obliged to compensate some Bank or
other agent for collecting their debts and redeeming theiro o O

bills there, it was but right and reasonable that they
should charge a small sum to remunerate themselves, in
part, for such expense. Besides, it was said, inasmuch
as this subject had been before the Legislature, and the
practice had not been forbidden by law, it was to be pre-
sumed, that it was not considered objectionable. The
Commissioner who visited the Randolph Bank found
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there a practice which was entirely new to him, but about
which he had no hesitation in giving a legal opinion, on
the spot. It appeared, that when notes were brought to
that Bank for discount, which were payable there, but
which the Cashier thought had better be payable in Bos-
ton, he imagined them to be, in fact, payable at the lat-
ter place, the name of which he would write on one cor-
ner in pencil mark, and then charge the half of one per
cent, on the amount, as for collecting a draft or note re-
ally payable in Boston. But it did not appear that the
legal operation of the written contracts was so far altered
by that process, as that they really thereby became pay-
able, or were, in fact, paid elsewhere, than at the counter
of the Randolph Bank. He found also, at the same
Bank, another ingenious contrivance. When a note was
offered for discount, having the offensive name of Ran-
dolph standing at the top, it was not an unusual thing to
cause it to be stricken out, and the name of some more
agreeable town or city in the neighborhood to be inserted
in its stead, and then to charge a quarter or half of one
per cent, by way of exchange, though it was well un-
derstood that the note was to be paid at the Randolph
Bank. The Commissioners are satisfied, that this prac-
tice has been entirely discontinued, and they take pleas-
ure in adding, that the Bank has been in other respects,
well and properly managed. It is, as they are satisfied,
in a perfectly safe condition, and a useful institution in
the neighborhood where it is located.

“ An act concerning Banks and Banking,” was passed
on the 26th April 18S8, granting certain supposed privi-
leges, and among others, that of charging on the discount
of notes payable at any other places than where the
Banks respectively are located, in addition to interest,
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the then existing rate of exchange, in like manner, as
upon the discount of bills of exchange and drafts. It
then goes on to limit the amount for which the Directors
and other officers may be liable, unless the stockholders
shall, by an express vote, authorize a larger amount:—
forbids any Bank to hold its own stock beyond a certain
time :—provides that no Cashier shall be a Director, and
that records shall be kept of the names of all Directors
present, and of their doings, at all meetings of the Di-
rectors. The last section directs the Secretary of State
to transmit a copy of the act to each Bank in the State,
and provides that “no Bank incorporated prior to May
Ist. 1836, shall be entitled to the privileges of this Act,
unless the stockholders shall, at a legal meeting, accept
the said Act.”

There are no Banks in the Commonwealth which have
been incorporated since April 30th, 1836: and, of course,
there are none, which, by the terms of the act, are enti-
tled to its privileges, without a formal vote of accep-
tance.

The act has been duly accepted by the stockholders
of twenty-three Banks, of which a list is annexed. Of
the remaining ninety-seven, some have voted not to ac-
cept it,—some have postponed the further consideration
of it to a future day, and others have never considered
the subject.

All the Banks which were accustomed to discount pa-
per, payable abroad, before the passage of said act, were
in the habit of charging, for exchange, upon the discount
of notes, as well as bills of exchange and drafts; and all
such, as well those which have not, as those which have,
accepted said act, still continue to charge, on the dis-
count of notes, as they did before. The liabilities of the
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directors in most of the Banks, which have not accepted
the Act, are above the limits established by the law.
Some of such Banks hold their own stock ; in others the
cashiers are directors, and in others, the records of direc-
tors’ meetings have not been kept in the manner pre-
scribed by the statute. Of the ninety-seven Banks,
which have not accepted the Act, there is no one, which
has not, in some one respect, at least, violated the law.

The North Bank in Boston is the only one, as far as
the Commissioners are informed, which has become the
owner of its own stock, by purchase, since the first day
of July last. That Bank has been, for many years, in
the habit of buying up its stock, when exposed at auction,
and of selling it out again, as it had opportunity, at an
advanced price. This practice, as the Commissioners
think, has been, not only a departure from the legitimate
objects, for which the institution was incorporated, but,
without regard to the said Act of April last, a violation
of the spirit, if not the letter, of the general law in re-
lation to Banks, by which, beyond a doubt, all Banks
are bound. It would seem to be an idle ceremony to
require the full amount of stock to be paid in, within a
given period, if, on the next day, it might, rightfully, be
purchased back again from the stockholders, and yet the
institution go on, as a legal banking corporation, with-
out stockholders and without stock.

A few of the Banks have replied to the general inter-
rogatory proposed to them in relation to charging ex-
change, that they do not charge, for exchange , on the
discount of notes, payable abroad ; but are accustomed to
charge, in addition to interest, the actual cost of collec-
tion. This appears to the Commissioners, to be a dis-
tinction, without any substantial difference. In the one



1839.] SENATE—No. 6.

case, the cost of collection, which may be less or may be
more than the actual cost, is agreed upon and settled by
the parties, at the time of the discount ; in the other, it
is determined, after the note has arrived at maturity.

The Commissioners have, thus, reported the facts, as
far as they have learned them, in relation to the Act of
April 25, 1838. How far that law is binding upon those
Banks, which have not accepted it, they suppose it does
not fall within their province to decide.

It is proper, however, that they should remark, that
there have been some misapprehensions in regard to the
character ol that law. Some have supposed, from a
hasty perusal, that the Act itself provided, in terms, that
no Bank should be subject to the law, unless its provi-
sions were first, formally accepted by the stockholders.
The law itself makes no condition, except as to its privi-
leges. Others, again, have argued, that they were entitled
to the privileges, without being subject to the restrictions
of the Act, under the 69th section of the 36th chapter of
the Revised Statutes, which provides, that “if any
new or greater privileges shall be granted to any Bank,
thereafter created, all Banks in operation at the time of
such grant, shall be entitled to the same privileges.”
No Bank has yet been created with new and greater
privileges, and, besides, the Act is one and entire, and
must, doubtless, be all taken or rejected together.

Again, it has been argued, that the charter of a Bank
is a contract, and that the terms of it cannot be varied
by one party, without the consent of the other. This
legal doctrine the Commissioners are not disposed to
controvert. But, still, the Legislature must have the
right, and could not divest itself of the power, if it
would, to pass all such laws in relation to these cor-
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porations, as are necessary and proper to guard the
public against loss from the fraud and mismanagement
of those, who may have the direction. As matter of
fact, then, does this law violate any contract ? Does it
deprive the corporations of any essential right or privi-
lege ? The Directors are forbidden to extend their lia-
bilities to tbe Bank beyond a certain limit, without au-
thority therefor from the stockholders; but the stock-
holders (or the corporation) do not appear to be forbid-
den or restrained from loaning their money to whomso-
ever, and in such sums as they please.

The Directors of Banks are authorized to declare
simi-annual dividends of the profits of their Banks. In
their anxiety to meet the expectations of the stockhold-
ers, and sometimes, perhaps, from a desire to establish a
good reputation for the institution, over which they are
placed, they have made dividends, not of profits, but of
capital. The practice is inexcusable ; for it is not only
a violation of law, but may operate as a fraud, upon
purchasers of the stock.

The law requires that every Cashier of a Bank shall give
bonds for a sum not less than $20,000, before he enters

upon the duties of the office. The Commissioners have
found a good deal of looseness in this matter. The
Bond has, sometimes, been found in the possession of the
Cashier himself, and, often, in the keeping of the Presi-
dent or some other Director, who was one of the sureties,
and, in some instances, when produced, it has been found
to have expired, by its own limitation.

Besides satisfying themselves as to the present solven-
cy of the Banks, and their compliance with the provisions
of law, the Commissioners have felt it to be their duty
to go further, and ascertain the mode, in which they
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were accustomed to conduct their affairs : for the public,
as well as the stockholders, is interested in their being
conducted with order, and according to established rules.

The meetings of stockholders have been found, on in-
quiry, to have been very thinly attended. Some Banks
furnish exceptions to the general remark ; but they gen
erally are those, which have been in operation but a few
years, where the interest, which attaches to a new object,
has not vet subsided. It is to be regretted that the
stockholders cannot be persuaded to meet once a year,
and inquire how their affairs are managed and their inter-
ests cared for. Their ow n interests, as well as the se-
curity of the public, would be thereby advanced. The
withholding of a dividend, or some temporary excite-
ment will, occasionally, collect together a considerable
number; but, not unfrequently, as the Commissioners
were assured, the Directors are obliged to go out into
the streets, and compel such luckless stockholders, as
they may chance to meet, to come in and vote for them,
or be subjected to the necessity of voting for them-
selves.

The meetings of directors, at most of the Banks, are
regularly holden at the times, prescribed by the by-laws,
and are, generally, well attended, and, for the most part,
records have been kept of the doings, and of the names of
the directors present, at each meeting. At some Banks,
no loans are made except at the board of directors, and on
the regular discount-days, and, if it so happen at any time
that a majority is not present at the meeting, the approval
of those who were absent, is obtained as they come into
the Bank, so that every discount must have the sanction
of a majority of the whole board. At others, the presi-
dent, or cashier, or sometimes a committee of the direct-

-3
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ors, is specially authorized to allow discounts in the in-
tervals between the meetings of the hoard ; but the dis-
counts, thus allowed, are laid before the directors at their
next meeting, for approval, so that no discounts are ever
made without being, specially, brought to the notice of
the board, at a regular meeting. There are some Banks,
whose directors, the Commissioners are sorry to say, hold
no stated meetings. The whole business of discounting
is entrusted to some one or two individuals, the president
or cashier, or, perhaps, both, and the rest of the directors
have little more knowledge of the transactions of the
Bank, than an entire stranger. The law requires, that
no bank shall have less than five directors. But where
is the necessity of having five, if four of them may be
merely nominal directors ? It is the intention of the law,
doubtless, that all shall feel some responsibility, and take
some interest, in the management of the institution, com-
mitted to their charge. No man might to accept the of-
fice of director of a Bank, and permit his name to go out
to the public, as one of its guardians, who is not prepared
and willing to devote to it a reasonable share of his time
and attention.

A Bank, whose capital stock has been fairly paid in,
can never fail to redeem all its liabilities to the public,
without gross negligence or fraud cm the part of its di-
rectors; and no director should he permitted to excuse
himself for the mismanagement of his Bank, on the ground,
that he was ignorant ol its transactions.

Another fault, of a character kindred to that last
named, has been found to exist at some of the Banks,
which have been visited ; that is—neglect on the part of
the directors to take accounts of stock, or to examine l into
the exact stale and eoaditiou of their Banks. Indeed, it
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has generally been found, that where directors have
ceased to hold slated meetings for discount, they have
also neglected to make periodical examinations. Years,
in some lew instances, have been allowed to pass, with-
out the directors counting the cash or examining the notes
discounted. This is the more inexcusable, inasmuch as
twice a year, they are accustomed to declare dividends
of profits, which they do not km >\v,from the best evidence,
to have been earned, and once, every year, they tire re-
quired to certify, under oath, their belief in certain facts,
which cannot be learned from the books of the Bank.

By a law of 1837, Banks were forbidden to loan their
bills, upon the condition, that they should not be put in
circulation or that they should not lie returned for redemp-
tion, within a limited time. The Commissioners have not
learned, that this law has been violated. They have vis-
ited one Bank, which continues a practice,—which was,
a few years since, not very uncommon—that of loaning
its bills at a low rate of interest, not upon condition that
they should be kept >ut of circulation, but that they should
be kept in circulation, or, in other words, that as often as
they came home, they should be redeemed by the bor-
rower with other current money, and again put in circu-
lation. Whether this is, in reality, the same evil which
was intended to be remedied by the law of 1837, the
Legislature will Judge.

The fifty-seventh section of the thirty-sixth chapter
of the Revised Statutes provides, that “ no bank shall
make or issue any note, bill, check, draft, acceptance, cer-
tificate, nr cont'nct in any form whatever, for the payment
of money, at any future day certain, or with interest, ex-
cepting for money that may be borrowed of the Common-
wealth, or of any institution for savings incorporated under
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the authority of tlie Commonwealth, and excepting, also,
that all debts due to any Bank from any other Bank, in-
cluding the bills of the Bank so indebted, may lawfully
draw interest.”

The meaning of this law is somewhat obscured, per-
haps, by the attempt to make it very definite. At all
events, it lias received a construction, which gives it a
different me tiling, from what the Commissioners suppose,
was the meaning intended by its framers. They under-
stand the true construction to lie this, —no Bank shall
make any contract, in any form whatever, for the pay-
ment of money, at any future day certain, and no bank
shall make any contract, &c., for the payment of money,
with interest, except, &c. Ihe whole object of thelaw was
to forbid the borrowing of money, except of the Common-
wealth and savings institutions. Banks shall not borrow
money on time; nor shall they receive deposites, upon a
contract or agreement to allow interest, because such an
agreement to pay interest would make the deposites, for
all practical purposes, payable on time, provided that
Banks may receive interest on the balances due them from
other banks. Many of the Banks have deposites, on
widt h interest is allowed, the depositors having the right
to draw their money, when they please, losing the inter-
est, if they draw it out, contrary to the understanding be-
tween the parties. The Banks understand the law only
to forbid the making of contracts to pay money, at a fu-
ture da certain, with interest. One evil, if no others,
may result from the practice. It may induce depositors
to withdraw their funds from Banks, in which they have
entire confidence, and place them in others in which they
have little confidence, for the sake of the interest. Thus
weak institution may receive temporary support, at the
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expense of those in better standing, and to the loss, it may
be, in the end, of the depositors themselves.

The Commissioners have made inquiries, at ail the
Banks, which have been visited, as to the practice of loan-
ing upon memorandum checks, and, also, as to the allow-
ance ol over-drafts.

Checks were found, for small sums, in many of the
Banks, and in some lew ol them, to pretty large amounts.

When the amount was considerable, it was, commonly,
found to lie secured, by notes or stocks, lodged as collat-
eral. This kind of accommodation loan is, clearly, be-
coming, as it deserves to be, unpopular. It is objection-
able, because made for the mere accommodation of the
borrower, and as matter of personal favor, without re-

ceiving the sanction of an ordinary loan, and is, as expe-
rience has shown, peculiarly liable to lie abused.

Some banks are in the habit of making loans to a con-

siderable extent, payable on demand, with the strongest
collateral security, for the purpose of being prepared, at

a moment’s notice, to meet any contingency. These are
loans for the accommodation of the Bunk, and are not

to be associated with the memorandum checks, before re-
ferred to.

Over-drafts were found to be allowed in but few of the
Banks. In some few, however, they were found to ex-
ist to an extent, wholly unjustifiable. They will, some-
times, occur by accident ; but will never be permitted,
as a general rule, in any well ordered Bank.

o • J

In consequence of having, recently, visited so many
of the Banks in the Commonwealth, and become, as
they trust, pretty well acquainted with their condition,
the Commissioners have been led to direct their attention
to the annual Returns, which are made by the Banks,
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for the purpose of determining how far they may he re-
lied on, as indicating the true condition ol their affairs.

The remarks which have already been made in rela-
tion to the payment of the Capital stock, show, that the
first ilmn in the return, viz: “Capital Stock paid in,”
is not always made to conform to the (act. Ol course,
there must he a corresponding error upon the other side;
and the amount which the Capital is deficient, is carried
into and increases the amount of debts due to the
Bank.

The amount of circulation is differently estimated at
different Banks. All the Banks redeem their hills in
Boston. Some send for their hills, thus redeemed, every
day ; others, once a week, and others again, when con-
venient, so that some Banks will have none—some but
few, and others very large amounts of redeemed hills,
lying in Boston. But, in making out their returns, some
Banks return as in circulation, all their bills, which are
out of the Bank, though a large part, perhaps, may have
been redeemed and may he then lying in Boston ; others
wait to hear how many of their hills have been redeem-
ed, and then return, only, the actual circulation. This
difference is not ol great practical consequence, inasmuch
as the item of “balances due from other Banks,” on the
other side of the account, will he too largo by Just the
amount of hills, lying redeemed in Boston. In one view,
it may he deceitful. A Bank may appear to have a gen-
erous circulation, with a large balance in other Banks to
redeem it, when, in truth, it may he struggling on, with
its account overdrawn in Boston, though its actual circu-
lation may he very small.

It will he seen, on looking at the returns, that some
Banks have no “ net profits on hand.” The balance of
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the expense-account, alter deducting the profits, must

therefore, he carried into some ite,m on the credit side,
where it should not he. To meet such cases, perhaps, it
would he better to return the whole amount of profits on
one side, and the amount of the expense-account, on the
other, in a separate column. Some Banks deduct the
over-drafts from the amount of deposites, and return only
the balance as due to depositors. The over drafts should
lie added to the amount of debts due to the Banks. It
would ho well, perhaps, to have a column for over-drafts.

The “ balances due from other Banks” are larger, by
the returns, than the actual balances, for the reasons
which appear in the remarks, in relation to the circula-
tion.

With regard to the “debts due” to the Banks, the re-
turns furnish no very certain information, except as to
the total amount. Whether the debts tire few or many ;

whether the moneys of the Bank are held, in large
masses, by a few favored customers, or are dispensed,
without favor or affection, among till who furnish good
and suitable security ;—whether the loan consist of liv-
ing business-paper, whose payment may be relied on, at

maturity, or whether it is bound up in accommodation-
notes, on which no reliance can be placed in case of an
emergency ;—whether the collateral securities are of such
fixed and permanent value, that a stile can, at any time,
be effected and the money realized, or whether they are
made up of fancy stocks, whose value depends on the
continued credulity of the public;—whether the Direc-
tors sit down to the full table themselves, and bestow
the crumbs, only, on the starving multitude ;—all these
are facts, w hich can be learned only from an examination.
The meaning of “ resetved profits,” is differently under-
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stood by different Banks. Some return the balance of
the profiis-account, after deducting dividend and expen*
ses ; —some, again, reduce the above named balance by
deducting therefrom the amount ol interest received hut
not earned—while two or three others, as is apparent
from the returns, give the gross amount of profits before
dividend and expenses are deducted.

There is a great diversity in practice, in relation to the
return of doubtful debts. Some return as doubtful, only
those, which are nearly, if not quite, desperate ; —others
return all as doubtful, about which there is the least
question ; and others, still, go into a calculation, and
make an estimate of what may, in their judgment, be
considered as probably collectable on each debt, and re-
turn the balance as doubtful. There must, necessarily,
be considerable uncertainty in relation to this item, for
different persons will form very different conclusions as
to the value of the same paper, with the same evidence
before them. The true rule, undoubtedly, is to put
down, as doubtful, all over-due paper, about the collec-
tion of which, judicious men would entertain reasonable
doubts.

The American Bank in Boston was examined by a
special committee of the Legislature of 1838, who re-
ported the liabilities of the Bank to the public, on the
31st March, 1838, to be as follows, viz:
Circulation, $138,597 00
Deposites and Post Notes, 1G5,287 38
Unclaimed Dividends, 1,815 00
Balances due other Banks, 23.289 71

Making the whole amount of Liabilities. $348,989 09
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The Bank was visited by the Commissioners, October
9th, 1838, when its liabilities to the public were found
to be as follows, viz :

Circulation, $8,411 GO
Deposites, 84,877 G8
Unclaimed Dividends, 1,588 00
Balances due to other Banks, 3,006 90

Making the whole amount of Liabilities, $97,883 68

The Bank has been employed, for nearly a year past,
in closing its business with what success, the above
statements shew. The stockholders will have a meeting
in February next, to determine whether to surrender
their charter, or to go on with their business. The pub-
lic can sustain no loss, and the institution is under the
management of those, who will do what can be done for
the benefit of the stockholders.

The Hancock Bank in Boston was visited and exam-
ined by a committee of the last Legislature, who report-
ed its liabilities to the public, on the 24th March, 1838,
to be as follows, viz :

Circulation, $341,968 00
Deposites and Post Notes, 89,607 28
Unclaimed Dividends, 315 00
Balances due to other Banks, 30,000 00

Making the whole amount of Liabilities, $461,890 28

The Commissioners examined this Bank, on the 7th
4
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day of December, 1838, and found its liabilities to the
public to be as follows, viz :

Circulation, $112,395 00
Deposites and Post Notes, 72,257 30
Unclaimed Dividends, 102 00
Due to other Banks 5,679 83

Making the whole amount of Liabilities, $190,494 13

The stockholders are to meet on the iirst Monday of
February next, for the purpose of considering and deter-
mining, whether they will surrender their charter. The
Commissioners are happy to report, as did the said com-
mittee, that the Bank is in the hands of “able and faith-
ful officers,” and that the interests of the public and of
the stockholders are sufficiently protected.

The Amherst Bank was visited and examined by one of
the Commissioners on the tenth day of July, 1838. He
was aided in the,examination by the president and sever-
al of the other directors. A statement of the condition of
the Bank was furnished by the cashier, under oath, and
the money counted and the notes discounted examined,
and found to agree substantially with the statement. The
other items in the statement were compared with the
balances on the books, with which they were found to

correspond. The books were not kept with the method
and system, which are desirable, if not necessary, in a
Bank ; but nothing appeared to excite suspicion, that all
was not well intended. Some three months after, a
failure occurred in that neighborhood, which led to the
discovery, that the cashier had been, for several years, in
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the habit of loaning the funds of the Bank to his friend,
who had failed, without the knowledge of the directors,
and had made up the deficiency in his cash, by false
charges in his accounts with other Banks. The amount

a

of balances due from other Banks, as represented in his
statement, was not larger, than might, reasonably, be
supposed to exist, especially as those balances are,
often, to some extent, nominal, as has been explained in
the remarks made in relation to the apparent circulation
of Banks. The Bank, as the Commissioners are assured
by the directors, will, probably, sustain no ultimate loss,—
having obtained security in part from the effects of the
cashier, and the sureties in his bond being abundantly
competent to make up the balance. The amount of the
cashier’s deficiency was about nineteen thousand five
hundred dollars. The discovery of this fraud has led the
Commissioners to be somewhat more strict in their in-
quiries in relation to the state of accounts with other
Banks, which causes some additional trouble, to which
the Banks, however, have most cheerfully submitted.

It is further made the duty of the Commissioners,
if, upon examination of a Bank, a majority of them shall
be of the opinion, that the same is insolvent, or its condi-
tion such as to render its further progress, hazardous to
the public, or to those having funds in its custody, and,
also, that it has exceeded its powers or failed to comply
with all the rules, restrictions and conditions provided by
law, —to apply to some one of the Justices of the Su-
preme Judicial Court, to issue an injunction to restrain
such corporation, in whole or in part, from further
proceeding with its business, until a hearing can be
had, &.c. &c.
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In the discharge of their duties, the Commissioners
have felt themselves obliged to exercise the powers, thus
conferred upon them, and have applied for injuctions,
which have been granted, against the City Bank in Low-
ell, the Roxburv Bank, and the Farmers’ and Mechanics’
Bank at South Adams.

The City Bank in Lowell was incorporated, March
31st, 1836, with a capital of $130,000, all of which was
to be paid in, on or before the first day of January 1837.
By an additional act, it W’as provided, that the capital
might be paid in, on or before the first Monday in Octo-
ber, 1837.

On the afternoon of said first Monday in October, the
Commissioners, appointed for the purpose, were sum-
moned to attend at the Bank in Lowell, to examine the
gold and silver, which had been paid in, and somewhere
about the hour of midnight of the same day, the said
money had been examined, and the usual oath taken by
the directors, “ that the same had been paid in by the
stockholders, toward the payment of their respective
shares, and not for any other purpose, and that it was
intended that the same should remain therein, as part of
the capital.”

The directors, to whom the said oath was administered,
were Jonathan Tyler, John Nesmith, Amos Spaulding,
William Smith, and Josiah G. Abbott.

The following gentlemen, as appeared by the books,
were the sole stockholders, and owned the whole capital
of the Bank, in the following proportions :
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Amos Spaulding, $50,000
John Nesmith, 50,000
Royal South wick, 15,000
Jonathan Tyler, 15,000
J. G. Abbott, 20,000

$150,000

The gold and silver constituted one half the amount of
the capital. The other half of the capital was paid in by
the check of each one of the stockholders for half the
amount of his subscription ; but neither the cashier, nor
any one of the original stockholders, present at the exam-
ination, could tell, on what Bank any one of said checks
was drawn ; though it was remembered, that no one of
them was ever p tid or presented for payment. And it
was further testified by the cashier, and also by Mr. Ne-
smith, Mr. Tyler, and Mr. Southvvick, that it was never
expected, that said checks would be presented for pay-
ment, and each of the three last named gentlemen testi-
fied, that, on whatever Bank his own check might have
been drawn, he had not funds there to meet it.

Mr. Nesmith testified, that he and Mr. Spaulding pro-
cured about forty-three thousand dollars of the specie, at
the Hancock Bank, in Boston, on the agreement that
specie should be returned ; and twenty thousand dollars
more was borrowed of the Rail-road Bank in Lowell,
which was to be returned back again to the Bank.
Where the rest of the specie came from, it did not appear.
On the following morning, at an early hour, in compli-
ance with the conditions of the loans, the said two sev-
eral amounts of specie were restored to the Banks, to
which they respectively belonged.

On the 3d October, 1837, Mr. Spaulding was chosen
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President of the corporation ; and, as appears by the di-
rectors’ records, it was, then, “voted, that the stockhold-
ers he authorized to loan from the Bank the amount paid
in by them respectively, until such time as the institution
shall be prepared to commence operations or until a fur-
ther order of the board,—the Bank holding, in pledge as
security for one half thereof, a transfer of its stock.”

On the 19th of the same month, two thousand dollars
(being what remained of the specie, after the general
flight, on the 3d,) was loaned to William Smith, by vote
of the directors, on his own note, which remained in the
Bank, unpaid, at the time of the examination.

The stock passed through divers hands between the 2d
October, 1837, and the 12th July, 1838, when the exam-
ination took place.

On the last named day, it appeared, from a list furnished
by the cashier, that the stock was held by the following
named gentlemen, in the following proportions, viz. John
A. Knowles, John Nesmith, Royal Southwick, Jonathan
Tyler, all of Lowell, each, one share.—William Smith, of
Lowell, twenty shares. —W. L. Hall, of JErie, Penn., three
hundred and twenty-eight shares —Smith Gardner, of
New York, two hundred and fifty shares.—Sherman Ste-
vens, of Detroit, Mich., seven hundred and fifty shares, —

and Schuyler Hodges, of the same place, one hundred
and forty-eight shares, that is,—twenty-four shares were
holden by citizens of this Commonwealth, and fourteen
hundred and seventy-six by inhabitants and residents of
distant places.

Blank Bank-bills had been procured, to the amount of
about $70,000 by a Mr. Lowery, who had, at one time,
been a large stockholder, and were found in the Bank.
A part of them had been filled up, and signed by the cash-



1839.] SENATE—No. 5.

ier. Mr. Knowles, the President, had been requested to

put his signature to the bills—having the assurance of a

Mr. Williams, who was understood to be, in some way,
connected with Sherman Stevens, that he had facilities
for giving them an extensive and profitable circulation.
Mr. Knowles, very properly, declined, under the circum-
stances, to sign them, and declined also, though requested,
to resign his office.

Whereupon a meeting of stockholders, holden on the
11th June, 1838, voted to accept the “Act relating to
Banks and Banking;” and in consequence, as it was
understood, of the continued and persevering refusal of
Mr. Knowles, another meeting of stockholders had been
called,—not by vote of the directors, but, as the cashier
stated, by the directions of Sherman Stevens,—for the
purpose of making a change in the board of directors.

The cashier of the Bank was William W. Dibblee, of
New York. Such was the condition of the affairs of the
Bank, when visited by the Commissioners. Being of the
opinion, that its farther progress would be hazardous to
the public, and that it had failed to comply with the rules,
restrictions and conditions provided by law, they applied
to the Chief Justice for an injunction, which was issued,
and, after hearing, made perpetual.

Thomas Hopkinson, Esq., of Lowell, has been appoint-
ed receiver.

The Roxbury Bank was incorporated April 13th, 1836,
and its charter was repealed April 24th, 1838.

The reasons for the repeal are, fully and very clearly,
stated in the report of the special committee appointed to
inquire into its doings. The Commissioners, having been
informed from various sources, that the bank was, not on-



ly not closing up its concerns, but was pushing its bills
into circulation, at a distance from home, whereby inno-
cent holders of them might be defrauded, and discredit
thrown upon the other Banks in the State, though they
had doubts whether it was contemplated that they should
examine those Banks, whose charters had been repealed,
had no doubt about their duty in this particular case.
The Bank was presuming to do business as a legal banking
corporation, and must therefore be subject to examination,
like others. Besides, as the bills were put out and kept
in circulation at a distance, there was no individual, in the
neighborhood of the Bank, who felt any special interest
to arrest its progress.

They, accordingly, visited the Bank, on the 19th day
of July last, and traced its doings, as well as they could,
from the point, where they had been left by the said
committee in their report to the Legislature. That re-

port stated the circulation, on the sth March, 1838, at

nine thousand eight hundred and six dollars. The last
record of the stale of the Bank, which was found, was
under date of 31st March, 1838, and in that, the Bank
was charged with nine thousand two hundred and forty-
six dollars and fifty cents, as the full amount of its
bills, then existing. This amount was found to corres-

pond with the balance upon the ledger.
Under date of April 13th, 1838, was found the record

of a vote of the directors, authorizing the president and
cashier to sign ten thousand dollars of bills, and that they
be delivered to the cashier to be put in circulation by
means of exchanging them for other current bank-bills.

The Commissioners were satisfied, before leaving the
Bank, that the circulation had, in the course of three or

BANK COMMISSIONERS’ REPORT. [Jan.
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four months, grown from a little over nine thousand, to

nearly seventy-eight thousand dollars.
The directors of the Bank were found to be Amos

Quimby, President, Galen Bowditch, John L. Clenden-
nin, J. D. Williams, Simon Pender, and John Phillips,
who was also the cashier.

The whole resources of the Bank consisted of forty-six
notes, amounting in all to the sum of one hundred and
twenty-three thousand one hundred and eighty-four dol-
lars and seventy-four cents :—of which sum, Asa Phil-
lips, of Fulton, N. Y., owned $20,582; John B. Vail, of
New York, $32,136 50; Achilles V. Hammond, of Ban-
gor, Maine, $29,000; John Phillips, $10,000; Rhoades
Cole, New York, $10,000; Amos Quimby, $5,000;
John L. Clendennin, $5,000 ; and the remainder was due,
in smaller sums, from five other persons, and just as like-
ly to be paid, probably, as are the larger sums above
named.

The Commissioners subsequently met and examined,
under oath, John Phillips, the cashier, Amos Quimby,
the president, J. L. Clendennin, one of the directors, and
Asa Phillips, a stockholder, and apparently the chief man-
ager in the concern.

It appeared in the course of the examination, that most
of the present stockholders came into possession, and the
present officers into power, while the investigations into
the affairs of the corporation were going on before the
committee of the Legislature. After the corporation was
summoned to shew cause, why its charter should not be
repealed, and before the act was finally passed, as the
cashier testified, new blank bills were procured and exe-
cuted and put into the hands of agents, to be exchanged

5
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by them for other bills. These agents were the above
named John 13. Vail and Asa Phillips,—both stock-
holders.

Fite cashier stated the amount ol bills, then out of the
Bank, to be about seventy-five thousand dollars, ot which
amount, forty or fifty thousand dollars were in circulation.
Ho wholly denied, at first, that any bills had been sent
out of the Bank after the repeal of the charter ; but ad-
mitted, that the bills, which had been put into the hands
of agents as aforesaid, were not called home, after the
charter was annulled ; and that he had never inquired,
how many of such bills were, actually, in the hands of
the agents at the time of the repeal, nor at any time after,
though he had been in constant correspondence with
them, and had seen them both, several times, at the
Bank in Roxbury. He said, the bills of the Bank were
redeemed both in Boston and New York, —in New York,
by Rhoades Cole & Co., and in Boston, by John L. Clen-
dennin ; but that they were not, at either place, redeemed
for, or with the funds of, the Bank. The Bank re-
deemed its bills only at its own counter. The funds in
New York and Boston were furnished by Asa Phillips,
and he took the bills, as they were redeemed, and put
them again, in circulation, or did what else with them he
pleased.

He finally admitted, that bills of the Bank had been
sent out, and had been put in circulation, after the repeal of
the charter, under the following circumstances. Achilles
V. Hammond of Bangor, some time in May last, applied
for a loan of sixteen thousand dollars of Roxbury Bank
bills, for the purpose of sustaining therewith the credit of
the Globe Bank at Bangor. Some new bills of the de-
nomination of one hundred dollars were procured, and the
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loan made,—he leaving, as collateral security, $16,000
of the stock of the Oldtown Bank and $2,600 of the
stock of the Globe Bank. He promised, that the bills
should not be put in circulation ; but it had been ascer-
tained, that he was faithless, for some of them had been
redeemed in Boston. Asa Phillips stated, that he had
$12,000 or $15,000 of bills, then in his possession, which
had never been put in circulation. He also said, that he
was, then, in this neighborhood, to make arrangements
for closing the concerns of the Bank, with as little delay
as possible. But, though as he alleged, such was the
sole object of his journey, he had quite forgotten to bring
the Bank bills, above spoken of, with him.

An injunction was applied for, and granted. A Re-
ceiver has not yet been appointed ; but all the effects of
the corporation are in the hands of John J. Clarke, Esq.,
at the Winthrop Bank. Some of the bills have been sent
to Mr. Clarke, by Asa Phillips, since the injunction was
issued, and are now in his possession. The present cir-
culation may be about fifty thousand dollars. That the
bills will ever be redeemed, is more than can be reasona-
bly expected ; but it is to be hoped, that the further pro-
gress of the fraud has been successfully arrested.

The Farmers and Mechanics’ Bank, at South Adams,
was incorporated April Ist, 1836, with a capital of
$lOO,OOO,—all to be paid in, within one year. An ad-
ditional act extended the time six months. This Bank
was visited and examined by all the Commissioners, on
the 24th October, 1838, and the following are the prin-
cipal facts, which were proved in relation to the origin
and progress of the institution.

It appeared, that on the 30th September, 1837, being
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Saturday, and the last day limited by the act for paying
in the capital stock, sundry persons assembled at a public
house, in the village of South Adams, calling themselves
the stockholders of the Farmers and Mechanics’ Bank.
They were not called together by the persons, or any one
of them, named in the act ot incorporation, in either of
the modes pointed out by law ; but those only were in-
vited to attend, (and by whom they were invited did not
appear,) who, it was supposed, would be likely to sub-
scribe for stock in the bank. A subscription paper was
drawn up, and the full number of shares subscribed for,
by twenty-four different individuals. Forty-four shares
were subscribed for by sixteen persons living in the
neighborhood of the Bank, and the remaining nine hun-
dred and fifty-six by eight persons, or in the names of
eight persons, residing in the State of New York, viz. F.
S. Kinney, M. B. Sherwood, E. A. Slanshury, C. Dar-
ling, G. N. Kinney, W. C. Sherwood, 11. Griffin, and R.
Coggswell.

The records of the Bank having been called for, some
pieces of paper were produced, which, the cashier said,
were all the records of which he had any knowledge. From
the memoranda, thus produced by the cashier, it appears,
that on the same day, Peter Briggs, George N. Kinney,
David Smith, Ira Richardson, E. A. Stansbury, Isaac
Dean, and Daniel P. Lapham, were chosen directors ; and
that the directors chose Peter Briggs president, George
N. Kinney vice president, and Edward A. Stansbury
cashier. The record then proceeds thus,—“ The stock-
holders then paid in the capital stock, and the meeting
adjourned,"’ &.c.

No annual meeting for the choice of directors has ever
been holden, for the reason, as stated by the president,
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that the stockholders and directors were pretty much the
same, and the calling and holding of meetings, in the
manner prescribed by law, would be, as to them, mere

matters of form.
The following are the names of the present officers of

the Bank, chosen, as appears by the said records, at the
date affixed to their names :

Peter Briggs, Pres. Sept. 30, 1837.
David Smith, “ “

Daniel P. Lapham, “ “

Resolved Wood, Jan. 11, 1838.
David Lapham, “ “

Resolved Wood, cashier, chosen Nov. 15, 1837.

The payment of the capital stock being somewhat
summarily, though distinctly enough, stated in the record,
which has been quoted, and the books and vault of the
Bank furnishing no additional evidence of that fact, the
Commissioners called on Mr. Briggs, Mr. Wood, and
Mr. D. P. Lapham, for further information upon the sub-
ject. They stated it to have been done thus. Each
subscriber made his own note, payable on demand, to his
own order, and, having endorsed it, passed it over to the
cashier in payment of his shares. In this way, and in no
other, the whole capital stock W’as paid in, on the said
30th Sept. 1837. On the 11th October, 1837, the
Commissioners appointed to examine the specie, were
summoned, for that purpose, to meet at South Adams.
They there found and examined fifty thousand dollars,
being the amount required by law, and five of the direc-
tors, of whom Messrs. Stansbury and Geo. N. Kinney
were two, made oath, in common form, that the said
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specie had been paid in by the stockholders on account
of their shares, and was to remain as a part ot the capi-
tal of the Bank, all which facts, will fully appear
in the return of the said Commissioners. Messrs. Briggs,
Wood and Lapham further testified, that on the 30th
Sept. 1837, when the stock was paid in as aforesaid,
there was a quantity of specie, at the public-house, which
had been brought from New York ; but how much they
did not know. They were satisfied, however, that there
was not the sum of fifty thousand dollars. Before the
said 11th of October, a further amount of specie was
brought from New York, which, together with that first
brought, made up the required amount of fifty thousand
dollars, which was examined by the Commissioners as
before stated. The morning after it had been examined
as aforesaid, the gentlemen from New York returned
home, and took with them all the specie, except two
thousand dollars. The president stated, that this was
done without the consent of the directors, and that, as
soon as he learned the fact, he wrote immediately to
Mr. Kinney for an explanation. The answer was such
as, for the time, proved satisfactory. Soon after Mr,
Kinney, again, made his appearance at South Adams,
bringing with him several thousand dollars of bills of
Banks in New England, and ten thousand dollars in bills
of the Pontiac Bank in Michigan. He then persuaded
the directors to allow him to take some seventeen thou-
sand dollars of their bills, to be by him put in circulation

he leaving the bills which he brought with him, as
collateral security and promising to redeem the Pon-
tiac bills, with current money, in the course of ten days.
He failed to perform his promise, and the directors, again,
became dissatisfied ; and having invited several of the
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foreign stockholders to meet them, at South Adams, for
a conference in relation to the affairs of the institution,
it was finally settled, on the 7th December, IBS?, that
the copartnership should be dissolved. The foreign stock-
holders furnished funds to redeem the circulation, and
transferred all their shares to the directors, residing in
the neighborhood of the Bank.

At the time the foreign stockholders withdrew from
the institution, the circulation was estimated to be six-
teen thousand and eleven dollars. When the Bank was
visited by the Commissioners, it appeared, from the best
evidence which could be had, that it had been reduced to
three thousand one hundred twenty-two dollars twenty-
five cents ; and the directors had funds in their hands
for the redemption of that balance.

The whole cash-funds of the Bank were found to con-
sist of the balance of what was lodged, as before stated,
for the redemption of the bills. The stock of the Bank
consisted, as it had done from the beginning, of the notes
of the stockholders, without endorsers, or collateral se-
curity of any kind.

Two of the Commissioners called on the president,
who was known to one of them as a gentleman of integ-
rity and character, early in June last, for the purpose of
learning the condition and prospects of the institution.
They were satisfied, that the funds, which had been left
for the redemption of the bills, had been applied to that
object. They were, also, satisfied, as well from their
interview with the president, as from information gath-
ered in the neighborhood, that the stock could not be
taken up, in any such manner, as would be essential for
the safety of the public. They, therefore, advised the
president to call a meeting of the stockholders and to



BANK COMMISSIONERS’ REPORT. [Jan.

surrender the charter, agreeably to the provisions of the
Act of April 13th, 1838. After waiting several months,
and hearing nothing from the officers of the Bank, the
Commissioners felt it to be their duty to make a formal
and careful examination.

A rumor had reached their ears, before going to the
Bank, that some gentlemen from abroad were negotiating
for a purchase of the stock, and that one of them, who
was to be the cashier, had actually arrived and was
making arrangements for putting the Bank in operation.
They ascertained from the directors before named, that
the rumor was well founded. Mr. Wood, Mr. D. P.
Lapham, and Mr. David Smith, being a majority of the
directors, and nominal owmers of nine hundred and twen-
ty shares of the one thousand, into which the capital
stock was divided, notwithstanding all their former ex-
periences, had entered into a written contract with Alfred
Williams and William Moore of Buffalo, N. Y. to convey
to them or to such persons as they should nominate, the
whole amount of stock held by them. Mr. Briggs said,
he had not entered into any agreement to convey his
shares ; but he did not expect to have any thing to do
with the Bank, after the new stockholders should come
into possession. The written contract was not exhibited;
but Messrs. Wood and Lapham testified, that it was on
the agreement, that the stock should be, bona fide, paid
in. They were not, however, quite agreed as to the
terms of the contract in this particular. Mr. Wood
thought only half the stock wT as to be paid, at first;
while Mr. Lapham understood, that the whole was to
be paid, before commencing operations. Being inquired
of, whether they had any personal acquaintance with the
gentlemen, with whom they had contracted, they replied,
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that their information was wholly derived from their co-
contractor, Mr. Smith, who, travelling through the wes-
tern part of the State of New York, had made inquiries
as to the character and standing of Mr. Williams, and
having before learned that he was disposed to speculate
in the stock of the Farmers’ and Mechanics’ Bank, he,
immediately, wrote back to Mr. Wood and Mr. Lapham,
and, in due time, the conditions of sale were all settled,
and the agreement committed to writing. The Commis-
sioners could not learn, that any persons in the village of
South Adams, had any particular information in relation
to Mr. Williams or Mr. Moore, except such as had been
furnished by Mr. Smith, as before stated, or derived from
Mr. Scovell who was to be the cashier, or from a Mr.
Huntington who came from Rochester and was to have
some connection with the Bank, but what that connexion
was, had not transpired when the Commissioners left
the town. It was conjectured, that he might be going
through the process of becoming an inhabitant, in order
to his becoming qualified for the office of a director.

Under such a state of facts, the Commissioners deem-
ed it their duty to apply for an injunction, which was is-
sued, and a hearing is to be had on the first day of Jan-
uary next.

The Commissioners, in compliance with what they
have understood to be the requirements of the law, have
thus reported, generally, upon the conduct and condition
of the Banks, which have been visited by them ; and have
specially noticed such violations of law and such irregu-
larities in the conduct of their affairs, as seemed to them
to be material. They have avoided calling Banks by
name, except in some few cases, where there appeared
to have been a resolute violation of law or a determined

6
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resistance to the clearly expressed will ot the Legisla-
ture. They have, all along, felt, that the office, assigned
to them, was one of no little delicacy ; —that they were
not commissioned to pull down, except when the secur-
ity of the public seemed to require such a measure ; and
that they would but poorly perform the duties devolved
upon them, by magnifying slight departures from the law,
into serious offences, or by unnecessarily throwing dis-
credit upon an institution, which was in honest hands,
and needed only time and forbearance to become firmly
established.

The whole number of Banks, now in operation in the
Commonwealth, is one hundred and nineteen. The
whole number of stockholders is twenty thousand four
hundred and ninety-two.

With one exception, for which the reasons have been
given, the Commissioners have visited none of the Banks,
whose charters have been repealed. They do not under-
stand, that the law contemplated, that they should do so.
If they have misapprehended their duty in this particu-
lar, the Legislature will, doubtless, give the necessary
instructions, and a report upon them can be made, if de-
sirable, during the coming session.

They had hoped to have completed their first examin-
ation of all the Banks in the State before making their
report, so that the twelve months, within which all the
Banks are to be visited, should hereafter commence on
the first of January. They have been unable to do so.

The following named Banks, all in the city of Boston,
have not yet been examined ; but they will be visited
within the year, as contemplated by the statute, and a
special report made, should any thing occur to require it:
viz.—City, Globe, Granite, Hamilton, Massachusetts,
New England, State, Tremont, Union and Washington.



1839.] SENATE—No. 5.

And the said Commissioners further report, that they
bave visited and examined all the Provident Institutions
for Savings, established by the authority of this Com-
monwealth, except one in Cambridge and two in the city
of Boston, and that those will be examined within the
time prescribed by law.

The attention of the Commissioners, in their examin-
ations of Savings Institutions, has been directed, espe-
cially to the investments, and the system of accountabil-
ity, as provided for in the by-laws, and as carried out, in
practice. An examination of the individual accounts, would
be a work of great labor, and of little advantage. The
investments, with very few7 exceptions, have all been
made in some of the modes provided for by law; but
there has been found a great difference of opinion as to
the best mode of investment within the rules prescribed
by the statute. Some have loaned, almost wholly, on
collateral securities, and as far as convenient, on mortga-
ges of real estate ; while others have loaned on mortga-
ges only as a last resort, and have gone to the extreme
limits of the law 7

, in their loans on personal security.
Some have preferred Bank-stocks ; while others have re-
garded all other modes of investment as preferable to
that in Bank-stock. In several instances, the opinion has
been given to the Commissioners, that the law ought to
be so far altered as to allow a larger amount to be invest-
ed on personal security. But the fact, that some of the
best institutions prefer ail other investments to that in
personal securities, furnishes a pretty strong presumption
that the law is, after all, right as it stands.
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Some of them have recently sustained losses upon
their Bank-stocks; but not to an extent, at all, calculat-
ed to impair their usefulness, or seriously to affect the in-
terests of the depositors. The investments, as far as

the Commissioners could judge, have generally been made
with great care, and with good judgment.

The system of accountability, in some of the institu-
tions, which have been visited, is carried, throughout the
different offices, to a state of great perfection. In those,
where the amount of deposites is small, less attention is
paid to rules and forms, and, in some cases, perhaps, too

much has been intrusted to the management and discre-
tion of a single officer. Such instances, however, are
rare; and, where important services are rendered gratu-
itously, it is hard to find fault, even, with what is not ex-
actly legal and right.

The Commissioners have no hesitation, therefore, in
reporting, that, as far as they have examined and been
able to discover, these institutions are all in a safe con-
dition, and accomplishing the charitable purposes, for
which they were formed.

All which, is respectfully submitted.
WALDO FLINT,
JULIUS ROCKWELL,
JONATHAN SHOVE,

Bank Commissioners.
Boston, Dec. SlsC 1838.
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Comparative Statement of the Condition of the Banks in Massachusetts, at various times.

Aug. 1829. June, 1830. Oct. 1831. Aug. 1832. Oct. 1833. May, 1834.

Circulation, 4,747,784 50 5,124,090 00 7,739,317 00 7,122,850 00 7,889,110 00 7,650,146 75
Balances due to other Banks, 1,506,203 93 2,128,576 35 2,477,615 43 1,993,904 15 2,881,447 50 2,393,301 25
Deposites, . . 4,755,069 79 6,379,825 33 8,952,913 30 9,207,554 94 11,666,122 9013,308,059 09

11,069,058 22 13,632,491 6819,169,845 73 18,324,315 0922,436,680 4023,351,507 09

Specie, . . . 987,210 47 1,258,444 05 919,959 73 902,205 78 922,309 84 1,160,296 09
Real Estate, . . 650,877 96 621,152 34 683,307 89 738,612 64 791,821 77 867,761 56
Bills of other Banks, . 1,236,179 07 1,393,855 68 1,375,174 17 1,201,930 65 1,796,361 96 1,952,417 54
Balan’s due from otherBanks, 1,651,323 57 2,191,087 62 2,427,679 37 2,307,784 26 3,363,716 29 2,824,984 86

4,525,591 07| 5,464,539 69 5,406,121 16 5,150,533 33 6,874,209 86 6,805,460 05

Notes, &c. discounted, . ,28,590,896 17 27,987,234 09j36,040,760 76 38,889,727 24 45,261,008 09 47,200,477 15
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Comparative Statement — Continued.

May, 1835. Sept. 1836. Oct. 1837. Feb. 1838. Oct. 1838.

Circulation, . . 9,430,357 72 10,892,249 50 10,273,118 00 9,100,776 75 9,400,512 75
Balances due to other Banks, 3,490,097 56 5,063,886 94 5,721,969 54 4,534,813 43 3,526,686 66
Deposites,

. . 11,921,700 68 15,262,445 87 14,059,448 61 9,087,363 38 9,621,217 03

24,842,155 96 31,218,582 31 30,054,536 15 22,722,953 56 22,548,416 44

sP ecie. • . . 1,136,444 30 1,455,230 47 1,517,984 02 1,701,460 71 2,394,624 24Real Estate, . . 922,543 78 1,140,004 65 1,155,722 96 1,100,606 30 1,066,327 21
Bills of other Banks, . 2,097,797 75 3,428,852 75 2,988,617 13 2,700,275 73 2,359,387 46
Balan’s due from other Banks, 3,797,926 86 5,126,900 81 5,814,224 04 4,037,618 71 5,027,800 03

7,954,712 69 11,150,988 68 11,476,548 15 9,539,961 45 10,848,138 94

Notes, &c. discounted, . 48,342,019 941 56,643,171 96 58,414,182 39 52,799,967 32 48,206,808 85
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A List of Banks
, where Stockholders have accepted the

Act of April 25th, 1838, concerning Banks and Bank-
ing.

Atlas Bank Boston.
Mechanics “ “

Manufacturers “ Rowley.
Brighton “

Rail Road “ Lowell.
Waltha.m “

Fitchburg “

Leicester “

Oxford “

Southbridge “

Central “ Worcester.
Citizens “ ‘

Quinsigamond “ “

Worcester “ “

Chicopee “ Springfield.
Neponset “ Canton.
Dedham “

Randolph “

Union “ of Weymouth
& Braintree.

Wreritham “

Attleborough “

Fall River “

Wareham “




