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SECOND REPORT
OF

THE

BANK INVESTIGATING COMMITTEE

CTommontocaltt) of JHassacljusms*

House

of

Representatives, March 17, 1836

Ordered, That the Special Joint Committee, appointed
to investigate the doings of any or all the banks in the
Commonwealth, be instructed to summon before them,
such time and place, as they may designate, the President, Directors and Company of the New-England
Bank, the City Bank, and the State Bank, all in the city
of Boston, and the People’s Bank, in Roxbury, respectively, to show cause, if any they have, why their respective
charters should not be declared forfeit and void ; and to
proceed against each of them according to the provisions
of the 17th section, 96 chapter of the statutes, passed in
the year 1828.
at

Sent up for concurrence.

L. S. CUSHING, Clerk.
In Senate, March 18, 1836

Concurred
CHAS. CALHOUN, Clerk.

Commontoealti) of i^assadjitsctts.

The Special Joint Committee, appointed to investigate
the doings of any or all the Banks in the Commonwealth, having, in pursuance of their instructions, summoned before them, the President, Directors, and Company of the New-England Bank, of the City Bank,
and of the State Bank, all in the city of Boston, and of
the People’s Bank, in the town of Roxbury, to show
cause, if any they have, why their respective charters should not be declared forfeit and void, respectfully

REPORT:
That in obedience

the summons of your committee,
the aforesaid banks severally appeared, and were fullyheard in their defence. The explanations and arguments,
exhibited in their defence, have varied the opinions of
your committee, in some respects, but have left them entirely unchanged, as to the illegality and impropriety of
the acts complained of. They remain unanimously of
opinion, that the aforesaid banks have severally violated
to
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the laws, relative to banks and banking, and transcended
the limits of their charters. The opinions expressed in
their former reports, as to the impropriety of the check
system, and the illegality of the rates of exchange
charged and taken, on both foreign and domestic paper,
have been confirmed by the hearing. Yet, nevertheless,
it appeared inexpedient to a majority of your committee,
to pursue all the banks to extremities.
They have,
therefore, endeavored to distinguish between them, believing that the punishment of a part, would be as salutary,
as an example, as the punishment of the whole. The
supremacy of the laws will be as firmly established, the
efficacy of punishment as clearly illustrated, and the
claims of justice as amply satisfied, by inflicting the ultimate sanctions of the law’ upon a portion of the offenders, as upon all who may be guilty. The majority of
the committee, therefore, acting upon this principle, and
under a high sense of public duty, are constrained to report, that the State Bank, and the Peoples’ Bank have
failed to satify them, that their charters ought not to be
declared forfeit and void. The check system of the
State Bank, and the extravagant premiums of the Peoples’ Bank, clearly distinguished them from all others,
and, in the opinion, of a majority of your committee,
entitle them to the pre-eminence, allotted them by this
report

The New England Bank satisfactorily explained one of
the strong charges against it, viz: the charge of borrowing money on time and interest. It appeared, that this
had been done in only one instance, and that under peculiarly mitigating circumstances.
The committee are unable to perceive any thing in the
transactions of the City Bank, distinguishing it from many
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others. It seemed expedient, therefore, to a large majority of your committee, to recommend the discontinuance
of further proceedings against the two last named banks.
There are strongly mitigating circumstances in the case
of the State Bank, which common fairness require us to
mention. On the 2d day of January last, at a special
meeting of the directors, they, by formal votes, resolved
to discontinue the practise of charging a premium on
checks and drafts, and since that time have wholly abandoned it. It commenced, without the knowledge of all
its directors, these practises, and it appears, that as soon
as the facts came to the knowledge of the directors, they,
on consultation with the solicitor of the bank, directed
an immediate discontinuance of the practises.
The several memorials read to your committee by the
banks, in their defence, are herewith presented.
order of the Committee.
M. LAWRENCE.

MINORITY REPORT.

The undersigned, a minority of the Bank Investigating
Committee ,” respecfully ask leave to
“

R E P OUT:
That they exceedingly regret they find themselves
impelled by circumstances, and a sense of duty, to dissent from the report adopted by a majority of the committee ; and to offer to the Legislature their views and
opinions, which are, in many respects, totally at variance
with those presented by them.
They feel, however,
that the candor and intelligence of the members of the
Legislature, will not only ensure them a patient hearing, but will extend to their report all the consideration
which its truth and wisdom deserve. By the report of
the majority of the committee, it is proposed to the
Legislature, that two only of the charters of the incorporations, proposed to be proceeded against, viz the
State Bank in Boston, and the People’s Bank in Roxbury, should be annulled.
The undersigned have been unable to see and perceive
any sound reason for making this, as they think, most
:

invidious distinction.
2

They

are

of opinion, and entertain
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doubt on the subject, that all the four banks proceeded against, have so practised, as that, in a legal
point of view, the Legislature would be fully justified in
annulling all their charters. After a full hearing of the
defence on the part of these institutions, after weighing
maturely all the points in the respective cases, they can
perceive little, if any, difference in the nature of the violations of law committed by all and if there is any, in
the degree to which they have gone, it is most clearly
and undeniably, greatest on the part of the institutions
which it is proposed to let go free and unpunished.
There can be no doubt that the two banks proposed to
be passed over, to be excused, for their long and great
not a

;

,

violations of the laws, were much earlier in the constant
habit of the practice complained of, than the two proposetPHo be sacrificed. So notorious and well established is this fact, that the two institutions singled out by
the majority of the committee for punishment, relied
upon it in their defence—they plead, that they only
copied the example of old and respectable banks whose
course they believed they were right in following !—lt is
most manifest, that as to the measure of high exactions
those banks proposed to be let off, are at least as guilty,
and it is believed, more so, than one of the banks proposed to be punished. Why then the discrimination ?
Why, arbitrarily, proceed upon the principle of decimation ? Can this course be consistent with the true honor,
and dignity, and justice of the government? In the
opinion of the undersigned, it is totally at variance with
all these principles ; and we cannot but feel, that if adopted, it will indelibly fasten upon the Commonwealth the
stigma of having acted partially of having been governed,
in their calm and sober decisions upon this subject, by
,

,
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paltry expediency regardless, utterly regardless, of those
great principles of even handed justice and equity, which
she ought always to maintain. What are the principles,
as set forth by the committee, which determine this course
of action ? Is there any thing of soundness in them
On
?
are
not
they
entirely fragile
the contrary,
Are they not
such as will not bear scrutiny such as rest for their sup,

?

?

port, rather upon

artificial

and arbitrary distinctions, than

on a solid basis founded on reason?

We see no reason whatever for the distinction all have
been guilty, or none
That all have offended, we doubt
not in the least. We are fortified in this opinion, by the
act of the whole committee. We trust, it will not be
considered by the Legislature improper, to notice the fact,
that in the committee, it was voted unanimously or nearly so, that all had violated the law, or their charters.'”
What did this vote show
Why, if any thing, if any
indication was afforded by it, it was that stamped upon its
face. It was a deliberate decision, that, after a full examination, after a full defence, the committee decided,
;

!

/

/

,

“

?

that all had violated the laws!
We will not dwell upon the invidiousness of the distinction proposed to be made, further than to reiterate
our solemn conviction, that it is not founded in justice or
equity, and that, as it appears to us, there is no one feature in it, which commends it to the favor of the Legislature.
We farther dissent from the opinion and recommendation of the majority of the committee, who report that it
is necessary, that justice requires, there should be a strong
example made by proceeding againt a portion of the offending banks, to the extreme extent of the powers of the
government. We do not believe, on a full review of the
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case, that any such necessity exists, or that, if the measure is taken, it will redound to the credit, interests, or
honor of the government. What we ask, was the true
and original object of the investigation? Was it to seek
out, and prove guilty of violations of law, any bank or
banks in the Commonwealth, with a view to destroy
them, to deprive them of life, and power, and action, in
a spirit of vindictiveness, merely to make manifest the
power and control of the government? We have not so
understood the objects of the investigation. On the contrary, we have supposed, from the first, and are still of
that opinion, that the real object of that investigation was
to arrrest, and for the future, to prevent, an existing and
growing abuse on the part of banks ; one which was at
war with the interests of the community, in the practise
of which, the good and wholesome laws of the Commonwealth were disregarded and set at nought. For the
accomplishment of this object, it was necessary to investigate, to make out a case or cases of palpable violations
of law. It is well known, how patient and tedious have
been the examinations; all has been conducted with deliberation, with fairness and liberality, on the part of the
committee. The result is, that the four banks which
have been tried, have all been decided by the committee
to have violated the law, or their charters.” And what
is the attitude of the several banks at present ? All of
them, as appears by their documentary defence, acknowledge, if they do not specially admit, that they incline to
the opinion, that their acts, which have been complained
of, are infractions of the laws. They do not seriously
attempt to defend them ; but, on the contrary, declare
their willingness to desist from them in future, if the
government require it. They admit the supremacy of the
“
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government, and manifest a desire in all things to conform
to what is required of them. Farther, some, if not all of
them, have discontinued the objectionable practices. They
have gone so far as to decide by vote of their directorships,
that hereafter the obnoxious practices shall not be continued. The spirit and feeling manifested by the directors of these institutions, on their defence, were such, in
all respects, as to encourage the belief, that if they were
permitted to continue the exercise of the powers in their
charters, they would not hereafter act in violation of any
law of the Commonwealth.
Under these circumstances, what is the proper, the expedient course of the Legislature to take ? We answer,
with all proper respect for the opinions of the majority of
the committee, that, in our opinion, the two prominent
objects of the government, the correcting of the abuses
proved to exist, and the full establishment of the supremacy of the government over the banks, can be accomplished
in their fullest extent, without annulling any of the charters.
The dignity and honor of the Commonwealth, it
appears to us, do not require, in the case, the exercise of
its highest powers. At the same time, the undersigned
do think it highly important, in reference to the bearing
of the known powers of the government on the future
actions of the banks, that such requirements should be
made, at this time, of those having offended, as shall
clearly admit and recognize the entire power and supremacy of the government.
And to this end, with a view of accomplishing all that
is desirable, on the part of the government, with reference to the actual position of the four banks, and to the
interests of the people, as involved in the case at issue,
we respectfully propose and recommend, that it be re-
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quired of the New England Bank, of the City Bank, and
of the State Bank, all of Boston, and of the People’s
Bank in Roxbury, that a majority of their directors subscribe and transmit to the Legislature to be placed in the
archives of the Government, the annexed document; and
that on their compliance with this requisition, all farther
process against them on the part of the government shall
cease.

HENRY WILLIAMS,
CHARLES E. BILLINGS.
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To the Honorable the Senate and House ofRepresentatives
in General Court assembled.

The undersigned directors of the New England, the City,
and the State Banks in Boston, and the People’s Bank in
Roxbury, having been examined by a committee of the
Legislature, touching certain alleged infractions of the
laws of the Commonwealth, regulating banks and banking, and having had full and fair opportunity to defend
and justify the course of conduct of the institutions to
which we are respectively attached, and having maturely
weighed the character of the transactions complained of,
do hereby acknowledge, that they have been such, in a
legal point of view, as would justify the government in
annulling the charters of the banks to which we are respectively attached and believing that the just ends of
the government, the establishment of its supremacy over
the banks, can be attained without proceeding to the
utmost extent of its power, and that to avoid this last
resort is, under all the circumstances of the case, very
desirable, we respectfully ask, while we do not attempt
to justify what has been done, and admit, to the fullest
extent, the power and right of the government, that
the several incorporations of which we are members, may
be permitted to enjoy and exercise the privileges and
;

powers as set forth in our charters, with an assurance on
our part, that, hereafter, we will, in all respects, scrupulously respect and be guided by the enactments of the
government.

ANSWER
OF THE

NEW ENGLAND BANK.

To the Honorable Special Committee on the subject
Investigation of Banks.

of the

In compliance with the order of the Legislature, and
for their own justification, the Directors of the New
England Bank respectfully beg leave

to present a stateof the origin and progress of said bank, and of its
mode of transacting business, from the commencement of
its operations.
The bank was chartered in 1813, and went into operation in the autumn of that year. The currency of the
New England States was then in a most deplorable condition ; the bills of the country banks were daily selling
in Boston in large amounts, at from two to four per cent
discount, and the state of Vermont, and the western
parts of this state, were supplied with bills of New York
banks, to the extent, it is supposed, of half their currency, while those bills (which constituted the principal
remittance from that section of country,) were still
more degraded in our market.
At that time, no bank
here had any accounts with distant commercial places,
ment

1836.

HOUSE—No. 62.

17

whereby they might collect or discount inland bills for
their customers. Perceiving these great difficulties, the
New England Bank immediately commenced a system
calculated to relieve and correct them. It made arrangements for taking in and sending home the bills of the
city of New York, and for transporting specie back to
Boston, for the whole amount, and in a short time effectually cleared tire New England states of a New York
currency. This arrangement was intended no less for
the public good than for the immediate interest of the
bank, as is now well recollected by several of the directors, who were then, as they now are, members of the
Board, and as can be testified by thousands now living.
The amount of specie thus brought into the slate, was,
it is believed, from two to three millions of dollars, and
was probably an efficient means of our sustaining specie payments, when all the banks south of New England had stopped payment. The New England Bank
commenced a series of operations with a view to regulate the currency of New England ; the course was, to
take the bills of all banks in good standing, at a graduated rate, the charge being merely sufficient to send the
bills home for redemption in specie, should it be found
necessary to do so ; but, in general, this mode was not
resorted to, as most of the country banks entered into
arrangements to redeem their bills in Boston, in which
cases the whole of the premium charged on the bills by
the New England Bank, was returned to them. This
regulation was universally considered in this section of
the country as one of the most salutary that was ever
devised for such a purpose, as it saved the community
two thirds or three fourths of the heavy premiums which
they had been paying for a series of years, and afforded
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them a great protection against counterfeit bills, which
were immediately detected by the bank. This system
was continued until the Suffolk Bank, in 1825, adopted
the existing arrangement of receiving all New England

bills at par.
But the operations of the New England Bank were
not confined to bank bills, it commenced and established
a correspondence soon after its organization, with a view
of purchasing inland bills on the principal commercial
places of the Union. That business was soon commenced, and has been gradually extended, to the great satisfaction, and, as the directors believe, to the great benefit
of this highly commercial and manufacturing community.
Previously to the establishment of this bank, the few
drafts which were sold in Boston, were bought by merchants who had occasion for funds to purchase cargoes
where they were payable—a mode of disposing of them
which was extremely uncertain and unprofitable, as it
is in the recollection of some of the directors, that eight
per cent, was a common rate on Charleston, S. C.—
When the bank commenced exchange operations, it sup-

moral principle was violated
in affixing any rate of premium which should be mutually
agreed upon by the parties, nor have they ever, from
that day to the present, even for a moment doubted that
such a course was strictly proper, and in accordance with
the law. They have heard, with surprise and astonishment, a suggestion, recently, that any charge, by way of
exchange, which exceeds the expense of removing specie
from one point to another, is usurious, and to be considered extra interest. The honorable committee, will,
it is hoped, believe the directors, when they say, that
some of them have transacted business in Boston more

posed that

no legal rule or

,
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than forty years, and have always truly and sincerely supposed, that any individual or corporation might lawfully
purchase any order, draft, or bill of exchange, at the current rate at the time of making the negotiation, and
that the rate depends on the nature of the security, the
place where payable, the time when due, and the general state of the money market. The New England Bank
have made their operations on rates satisfactory to the
seller, and intended to be profitable to the institution ;
yet they have frequently experienced loss where profit
was anticipated—instances have occurred of heavy losses
by exchange operations where there was no failure of the
parties. That the committee may be apprised of the
the
hazards attendingo an extensive dealingo in exchange,
o
directors beg leave to state, that in the year 1825, the
New England lost about forty-eight thousand dollars by
such operations, and in other years large sums may be
added to the amount. These circumstances are staled
to show, that this institution has sustained great losses in
getting up and prosecuting a branch of the banking business, which has proved extremely beneficial to the whole
'

commercial and manufacturing interests, by facilitating
their financial arrangements, and placing them on a secure and satisfactory basis.

The directors ask leave further to represent to the
honorable committee, that the New England Bank was
the fifth which was established in this city, and had,
for some years, an overflowing number of customers,
and had little occasion to discriminate in making disbut it was found
that every new bank which was created, drew off a portion of depositors from the older institutions, especially
as the new banks had an understanding with those who
counts, whether to customers or others

;
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were admitted as stock-holders, that they should transact their business with the new corporation—the result
has been, that many of the older banks are left with a
very limited number of depositors. Under these circumstances, it has been found necessary to discriminate between those who were not customers, and such as transacted their general business with the bank, especially
when money has been scarce in the market. Such we
believe to be the uniform practice of all the banks, not
only in the city, but wherever sucli institutions exist.
To those persons who have continued their accounts with
the bank, every reasonable facility that the condition of
the institution would permit, has been extended, not confining the accommodation to the discount of their drafts,
and we believe that they have been perfectly satisfied
with the mode in which our business has been conducted.
But it is not disguised that we have preferred inland bills
to paper payable in Boston, as being not only more advantageous to the institution, but in accordance with the
general policy of the bank, such negotiations always engaging most of its attention, and constituting a large portion of its business. The greater part, vastly the greater
part of its transactions has been in exchange, and the
proceeds paid at the counter, and such operations have
always been preferred; but it has not unfrequently happened that the applicant has wanted drafts at sight on
other cities. Others have been desirous of procuring such
drafts, giving a premium on them, and paying in paper on

This has been considered as perfectly lawful, and
that a premium might be charged equivalent to the exchange on drafts discounted and paid for at the bank.
This practice is, as the committee are aware, general
among the banks, and not peculiar to this institution,
time.
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nor has any doubt ever existed of its

legality in the minds
of the directors. If precedent were asked for such a
construction, it is respectfully submitted that it is to be
found in the negotiation of foreign exchange. It is confidently believed, that no one would question the propriety of selling a bill on London, on time with interest, at
a price different from that asked for cash payment, such
transactions are so familiar and frequent that the fact
cannot be questioned, and it is believed that the United
States Bank, whose practice has met full approbation,
has always acted on that principle. The directors cannot
discern any distinction between the cases, and they feel
a full persuasion, that if they, in the opinion of the committee, have mistaken their authority in this respect, that
it will be considered as an unintentional and innocent error in judgment. These transactions have been extremely few, compared with the general business of the bank,
but it has not unfrequently dealt in foreign exchange, discriminating between the cash and credit price, and never
having the most remote suspicion that it was contravening
any law either in letter or spirit.
The directors have already said, that the bank always
supposed it had an undoubted legal right, to regulate its
own rates of exchange.
It is found that the highest rate
recently charged is not as high as was charged fifteen
years ago, notwithstanding the scarcity of money has
induced both individuals and banks to look well to their
O

O

investments.

In 1817, the rate on New York was one per cent., on
Philadelphia, one and a quarter per cent., and on Baltimore, one and a half per cent, discount on paper, which
had only from thirty to sixty days to run before maturity.
In 1822, the rate on Charleston S. C.,was four per cent,
discount, and on Savannah, six per cent, discount, on
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short paper. These rates are double our present rates
on all these places, and four times our present rate on
Savannah; and about three times the present rate on
Charleston, considering the relative length of time of the

That the New-England Bank has acted upon upright
intentions, and with a desire to conform to the law, the di-

beg leave respectfully, but emphatically, to affirm,
have
not knowingly or intentionally departed from
they
any of the restrictions prescribed for their government.
Since the act of 1834, commonly called the
blue book
law,” they have scrupulously abstained from any infraction of it, although by accident the committee were led
to suppose it had been disregarded ; it has been the desire
of the directors in all their proceedings, to conform to the
statutes of the Commonwealth, nor have they in any repect, intentionally violated them. As an evidence of this,
they beg leave to state, that there has been no distinction
between the rates charged to directors, depositing customers and non-depositors, all have fared alike, and many of
the largest operations in exchange have been made between the bank and directors or depositing customers.
The honorable committee will, therefore, perceive the disinterested course which has been pursued, and that the
benefit of the stock-holders, and the good of the public,
have been the only motives which have actuated the
bank; its directors have frequently deprived themselves
of desirable discounts, to which they were entitled, for
the sake of accommodating others, and thus promoting
the interest of the stock-holders, by favoring the customers of the bank.
The committee are also most respectfully informed, that notwithstanding the advantages possessed by this bank, from its extensive correspondence
and established character, notwithstanding it deals in bills

rectors

“
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place in the United States',
notwithstanding the bank has diminished its expenses in
every practicable mode, and discharged every officer, who
could possibly be dispensed with, and notwithstanding it
has lost very little by bad debts for several years, yet the
bank has divided only five and three quarters per cent, per
on almost every considerable

of the last twelve years.
The number of stock-holders in the New-England
o
Bank, is about three hundred and seventy, of whom about
one third are females ; the number of shares is ten thousand, of which one hundred and forty-nine stand in the
names of the directors it is respectfully submitted whether there is any assignable motive which could lead them
to violate a law, w hen its violation would only lead to a
sacrifice of their own reputation, but have no bearing on
their own personal interest. The opinion universallyentertained, not only by the banks, but by the community, has always been, that the rates of exchange are left
open for competition, and that the existing rate is that
agreed upon by the parties, who of course take into view,
all the elements having relation to the negotiation. Until
the report of the honorable committee, the directors never
heard any question as to the legality of this view, nor of
the rate of cash drafts at a premium. The legislature
has never prescribed any rule upon the subject, and until
they did so, it was considered that banks were as free as
individuals, to make their own bargains. The report of
1834, brought the subject before the legislature, and admitted that there was no regulation by law', but that it
might be necessary to prescribe a maximum rate. The
directors of the New-England Bank supposed, that, if
these transactions were contrary to the wishes of the
legislature, their pleasure would be expressed by some
prospective enactment, as had been done in other cases

annum on an

average

:
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and such enactment would meet their respectful obedience. Being sincere and honest in their opinions, that they

have followed a course which they believed to be legal,
and required of them by their duty to those of whom
they are trustees.
The directors knowing the prosperity of the bank to
depend upon the favor of the trading community, have
sought to secure it by pursuing a liberal course, and they
derive gratification from the belief, that their customers
have been abundantly satisfied with their transactions.
Although it has been alleged, that extravagant charges
have been made, yet, in few instances has the bank been
able for some months past, to meet the extent of the
wants of applicants ; most of them have desired to enlarge their operations.
If, in the opinion of the honorable committee, the New
England Bank has transcended the law, its directors confidently hope, that it will be ascribed to a misconception
not peculiar to them, but common to their fellow citizens,
and they hope it will be believed, that they have not
wantonly disregarded the mandates of the government.
In their transactions, as individuals, they have sought to
establish a character as good citizens, and in their official
conduct, they trust that character has not been forfeited;
they beg leave most respectfully to submit, whether, if
they have erred in their construction of the law, as that
construction has not been made with a view to their personal interest, and has coincided with the general interpretation given to the subject, the interests of the public
require that the stock-holders should be made to suffer,
and the directors be held up to the community as intentional violators of know'n laws. They hope, from the
generosity of the government, a more lenient and paternal
consideration, and, as the whole power is in the Legisla-
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exercised at its discretion, the directors venture
express a hope, that the honorable committee will considei the interests of the public sufficiently vindicated
and protected by an explanatory act, which shall remove
all doubt upon the subject, and that an opportunity will
be afforded the directors to evince their uniform desire of
conforming to the pleasure of the government, in this, as
in all other respects. They anxiously hope, that the
committee will not consider that an unintentional mistake, not peculiar to the New England Bank, but general
among similar institutions, need be visited like an offence
tore, to be
to

knowingly committed, where mistake could not have
arisen, and has not elsewhere existed. They hope, too,
that the committee, in judging the case, will not think it
irrelevant to weigh the services of the institution and the
benefits it has conferred on the community, by connecting
and sustaining the currency, and by the efficient facility
which it has given to the public through its operations
the directors have entire confidence in the committee, and
;

do not doubt, that it will afford them more gratification,
to reconcile the interests of the public with those of the
stock-holders, than to dispense rigorously those measures
which might, in extreme cases, be thought indispensable.

All which is respectfully submitted.

PH. MARETT,

JOHN D. WILLIAMS,

NATH’L GODDARD,
SAM’L DORR,

\

J

f

'

MACE TISDALE,
WM. WORTHINGTON,i
\
DAN’L WELD,
GASSETT,
J
HENRY

March 23, 1836.

4

.

Directors.
.

>
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STATE OF MASSACHUSETTS.
Boston, March 25, 1836.
Personally appeared, Ph. Marett, president, John D. Williams, Samuel Dorr, Mace Tisdale, Wm. Worthington,
Henry Gassett, Nathaniel Goddard and Dan’l Weld, directors of the New England Bank, and severally made
oath, that the aforewritten statement, by them subscribed,
is correct and true, according to the best of their knowledge and belief. Before me.
Suffolk, ss.—City

of

WILLIAM STEVENSON,
Justice

of the Peace

.

ANSWER
OF THE

CITY BANK.

©ommou&talHj of JHassacljusctta.

Before the Special Joint Committee of the Legislature

,

appointed to investigate the doings of Banks:

—

The Directors of the City Bank, in the cit}r of Boston,
having, upon the twenty-first day of March current, been
summoned to appear before the said Committee on the
twenty-third day of March current, to shew cause, if any
they have, why their charter should not be declared forfeit
and void, —do now, on the day last aforesaid, appear accordingly before the said committee, and respectfully ask
leave, and offer themselves, to shew cause, when and in
such manner as the committee may appoint.
And the directors respectfully represent, —in the absence of the president of the bank, who has for some
months past been in the island ol Cuba, tor the recovery
of the health of his wife, —that they do not affect to be
ignorant of the general proceedings of this committee, in
pursuance of the ends of its appointment, so far as they
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have been disclosed to the public, and particularly they
admit, that they have anxiously read and considered the
two reports of the committee which have been printed;
and they have supposed, that, upon the evidence therein
stated to have been given, in relation to the City Bank,
the summons of’ the committee has been issued to afford
them an opportunity, and to direct them to submit, such
explanations as they may have to offer, concerning the
manner in which they have conducted their business of
loaning money on drafts and bills of exchange, and of
acquiring drafts and bills of exchange, and of disposing of
the proceeds of such drafts and bills of exchange.
Such explanations, the directors earnestly and promptly
desire to tender to the committee. And they declare,
severally and collectively, that the corporation has never,

within their knowledge, according to their confident belief,
exceeded any of the powers granted to it, or failed to
comply with any of the rules, restrictions and conditions
provided in the laws relating to banks and banking
that they have uniformly and sincerely intended to make
those laws the guide of their corporate conduct, and that,
if to the eye of the committee, or the Legislature, there
should appear to have been one single instance of an apparent departure from this rule, which they cannot suppose will be the case —they declare that it has happened
from pure and mere misapprehension and inadvertence,
against a recurrence of which thev should most solicitous]y guard themselves, upon an intimation in any form from
the Legislature.
And they further respectfully represent, that the general character and conduct of the corporation, they believe
to have been high, honorable and meritorious—that its
intercourse with the business community has been con;

O

J
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ducted in a liberal, general spirit and temper, and that it
has answered, in a satisfactory and perhaps signal degree,
the ends of its institution.
And the directors cheerfully and frankly would proceed
to give all practicable explanations of their transactions,
relating to the acquisition and disposition of exchange, to
answer concerning which, they collect from the reports
aforesaid, they are summoned before the committee.
The bank was incorporated in 1822. From that time
to the present, they have supposed they should best answer
the public and the individual ends of the institution, by devoting their funds to two species of business—in some
respects distinct and dissimilar—conducted on different
principles, and regulated by different rules. The first of
these, is the loaning of their money on Boston paper, or
paper payable in Massachusetts. The other, is the loaning of money on bills of exchange and drafts payable out
of the city of Boston, and the disposition of the funds
thus distributed in this state, and throughout the other
states.

With regard to the first of these kinds of business,
the loaning of money on paper payable in Massachusetts,
the directors need say nothing. They have devoted to
it about two thirds of their funds. It is purely a business
of loan—on interest—and in the course of that business,
they have never taken or reserved, directly or indirectly,
And
more than six per cent, on banking principles.
of
their
or
in
business,
any
part
any
they have never, in
transaction, knowingly and intentionally reserved, or
taken usurious interest, by any device, or in any form
whatsoever.

The second of the kinds of business aforesaid, in
which the bank has engaged, and to which it lias ap-

30

REPORT ON BANKS.

April

plied about one third of its funds, is the business of discounting on drafts and bills of exchange, payable at
places other than Boston, and receiving such bills and
drafts in the course of business, and of disposing of the
proceeds of such bills and drafts. It consists of, and is
conducted in the form of two distinct operations. In the
first place, the bank loans money on the bills and drafts
aforesaid. This, it is expressly authorized to do, by the
second and by the seventy-fifth sections of the general
act regulating banks and banking.
It is authorized to
do it to any extent. And in point of fact, from the
manner in which the business of the north and east is
done, from the vast sales of goods, domestic and foreign,
made on account of the north and east, in the cities of
New York, Philadelphia, and Baltimore, much paper is
created in the form of bills and drafts on these points,
which the bank cannot refuse to receive, without failing
in one important particular to answer the wants of the
business community, for whose accommodation it was
instituted. On this paper, therefore, it has made large
and constant loans. The paper, which it has thus taken,
has been, with not a single exception, real business paper—arising out of transactions between men of business
in the north and east, and the cities aforesaid, and others, and representing the proceeds of goods carried to
market. In loaning on this paper, the bank is expressly
authorized to charge, in addition to interest, the
exrates
of
See
the
25th
sec.
of
the
act
exchange.”
isting
of 1828, c. 96. To these rates, the directors declare,
they have scrupulously sought uniformly to restrict themselves.
The committee appreciate, and have felt the
difficulty of determining and arranging those rates
they are aware of the great number of varying circum“

:
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which they depend, and with which they flucare aware, too, that, in judging on them,
; —they
much must be referred to a bona fide and sound discretion. But the directors do solemnly declare, that they
have uniformly regarded the
existing rates as the
limitation of their charge. An! they believe and declare, that the constant intent, and the general practice
of the bank has been, to charge less, rather than rise to
that standard.
2. It results, of course, from the practice thus explained, of loaning money on paper, payable out of Boston —that the bank becomes the holder of such paper,
payable all over the U. Stales. This paper it transmits
to the places where it is payable, and there, at Its own
expense, has it collected. In this way, it comes to have
funds accumulated in a great many different places.
And now commences the second part of its business of
exchange —the second operation, that is, the operation of
disposing of these funds.
These funds, as the committee will permit the directors
to restate, are thus distributed in the course of and as the
necessary result of their business of loaning on paper payable elsewhere. They are not placed there to afford
expedients and machinery for other operations intended to
evade law. They are there, because the law expressly
authorises than to acquire exchange, and because this
distribution of funds is the inevitable consequence and
fruit of such acquisitions of exchange.
These funds are thus the lawful property of the bank.
They have lawfully acquired them—and they lawfully
have them at the widely scattered and distant places
where they are.
stances on
tuate

“

”

32

REPORT ON BANKS.

April

The directors submit, therefore, that it is incidental to
their right of acquiring and owning these funds, that it
may sell them at fair market prices. They arc not cash
on hand they are property —they are commodities—they
are rights of action. They are rights to go and bring them
home—to use and dispose of them.
They arc just
such property as he who holds exchange on England
has in those funds in England—which the paper he
holds represents.
The bank, accordingly, has been
the
on
practice,
application, of selling and issuing
in
drafts, or checks on demand for these funds, representing them. In this way, it really brings home again
the funds it had acquired by the other branch of
this business. And in making these sales—in issuing
;

these checks—the directors hwe uniformly considered
that, to the •provision in the 25th section concerning discount on drafts and bills—by analogy, the then existing
rates, at which such drafts and checks were selling in the
market, sometimes above—sometimes below their face—were the limitation of their prices. To these rates they
have looked as to a standard ; and they declare that their
intent and practice has been to fall below rather than rise
to that standard. They have no knowledge, nor any
belief or suspicion, that more was ever charged or taken
on such a sale and issue of drafts and checks, than the
applicant, paying for it in the paper he offered, would
have given to any dealer in the market.
And the directors declare, that the persons to whom
these dispositions of their funds, by checks and drafts,
have been made, have usually been a class the most solvent and responsible, the farthest above necessity or embarrassment, or liability to subjection to extortion, of any
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And the directors, in connection with
this topic, beg leave to refer most respectfully to a report
of the committee of the Legislature made at the January
Session of the Legislature, in 1834, and to the law passed
on the recommendation contained in the report.
They
declare, that since the publication of that report, the rates
which they have charged on these sales of their funds, out
of Boston, have been less than before it was published and
they have never had an intimation from any quarter,
that they were regarded as unfair and disproportionate by
the community or by any single customer.
And they further declare, that although their funds
have been thus distributed in a great number of places
they have uniformly brought them home to Boston, at
their own expense and at a loss, excepting only those of
them accumulated in New York, Philadelphia, Baltimore
and Providence. In the latter of these cities, they iiave
not had over $276,000 in three years —while, in the same
periods, they have had in New York, Baltimore and Philadelphia above four millions over 400,000.
They have never issued drafts or checks on any other
places, on which they have charged any tiling. And they
further declared, that wherever, as aforesaid, they have
issued and delivered a draft or check on any place, they
have never cashed the same nor any part of it. They
have never placed funds in any given position, with the
purpose of issuing drafts or checks thereon —they have
never drawn a draft or check on any place where they
had not funds accumulated in the ordinary course of business of loans on paper payable out of the city.
They restate, by the indulgence of the committee, that
of their customers.

,

—
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charged any thing on drafts or checks
drawn by
places in Massachusetts, or on any
other points than the four cities aforesaid.
The directors ask leave further to say, that while they
have thus regarded the
existing rates of exchange,”
as fixing the standard of prices to which they were legally bound to conform and while they feel conscious of
never have

them on

“

;

a steady intention uniformly to conform

to them—they

have also uniformly respected all authentic intimations of
the will of the legislature. They have stated and they
repeat, that since the appearance of the report of 1834,
their prices of exchange have been lower than formerly
they had been ; and they pledge themselves now that any
expression of the views of the government upon this intrinsically difficult subject —either defining the maximum
rates or prescribing a mode or a tribunal by which they
may be defined ; would be by them most respectfully received, and most scrupulously submitted to, to the end
that in all things the supremacy of the known laws may
be vindicated.
And so the directors respectfully represent, that they
have never exceeded the powers granted them, nor failed
to comply with the conditions, provisions, and restrictions
prescribed to them in the law's.
And while they distinctly recognize the seasonableness
and necessity of the investigations in which the committee has been engaged, and believe that they have been
productive of great good,—they respectfully hope and
trust that they may be spared the sorrow and mortification, —and that the numerous and certainly innocent
stock-holders, and the still wider circle of the community
whose affairs are interwoven with the bank, may be
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spared the pecuniary sacrifices attendant upon an act of
the legislature declaring their charter forfeit and void.
THOMAS CORDIS,
FRANCIS J. OLIVER,

LUTHER FAULKNER,
SAME. K. WILLIAMS,
ISAAC BANGS,
HENDERSON INCHES, Jr
WILLIAM T. ANDREWS.

ANSWER
OF THE

DIRECTORS OF THE STATE BANK.

To the Honorable the Special Joint Committee
Investigation of Banks.

for

the

The directors of the State Bank, having on the 21st
instant, been served with an order of the honorable committee, to appear and show cause why their charter should
not be declared forfeit and void, in obedience to the command of said committee do here present themselves,
and ask leave most respectfully to submit the following
Answer
The directors understand, by the notice which has been
given to them by the honorable committee, and by the
general proceedings of the committee, of which they do
not affect to be ignorant, that two accusations, and two
only, are made against the corporation of which they are
directors. First, that they have received and taken, for
the loan on discount of money, directly or indirectly, a
greater rate of interest than six per cent, per annum.
Secondly, that they have charged and taken a greater
rate of exchange on bills and drafts and other securities,
than the then existing rate between the places where
:
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payable, contrary

the law in such case made and provided.
The directors beg leave respectfully to state, that, as
they understood the law at the time when the several
transactions above referred to took place, the said corporation has not offended against its provisions in either of
the cases mentioned, and if, on the examination of the
facts, the whole of which they have, as the committee
have allowed fairly, fully and frankly” admitted, any
such charge can be sustained, then they say it was incurred under an entire misconception and misconstruction
of the law, and without any intention to violate its provisions or evade its obligation.
To the allegation of having directly taken a greater
rate of interest than is allowed by law, the directors are
not only enabled to make a plain and positive denial, but
they are happy in feeling a confidence that the report of
the honorable committee, made to the Legislature on the
third of March, and the whole current of evidence, of
which the committee have been pleased to furnish them
with a copy from its minutes, disapprove and repudiate
this charge.
to

“

The offence of taking illegal interest indirectly, by
which the directors understand making use of illegal
o
means to obtain more interest, for the use of money, than
is allowed by law, is supposed to be chargeable upon
them, by means of their dealing by drafts in the way of
O

exchange.

The entire transactions of the bank, in relation to loans
discounts, are confined to a direct discount of a note,
when cash is paid for it, or to a sale or purchase of funds
at some other place, by a bill of exchange for such paper,
or
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to

the bank and

customer.

It is by means of this latter transaction only, that illegal interest can have been taken, and therefore the directors will confine their attention to this mode of negotiation, and explain, as fully as they are able, the details of
their proceedings in regard to it.
The course of commercial operations, as the honorable
committee must be well aware, scatters the property of
this industrious and enterprising community over most
parts of the United States, and in the great cities of the

commercial world.
The merchandize, manufactured or imported, is sold
here by its owners for paper payable beyond the limits of
Massachusetts, or is sent abroad, and there sold for
money, which is placed to the credit of the owner in the
place of sale.
When these funds are accumulated in foreign countries, or when funds are wanted by our merchants, to be
used for the purchase of commodities in a foreign place,
the negotiation is to be managed by means of foreign
exchange, in which this bank has never been concerned,
and need now advert to it only to remark that the prin-

ciples which regulate foreign exchange, are applicable
in a great degree to domestic exchange, or that which
is conducted between one city and another of the United
States. All the operations of the State Bank, in the
way of exchange, have been confined to domestic exchange.

exchange, the bank becomes
possessed of funds in distant places in two ways. A
merchant who has funds in New York, or New Orleans,
draws his bill on that place, for which the bank gives
By the

means of this
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him the money, deducting such rate of exchange as may
be the then existing rate. Again, a merchant, or manufacturer, who has sold his goods in New York or New
Orleans, for a note payable in one of those places, is
desirous of realizing the amount here without the expense of bringing home the specie when it shall be paid,
or of anticipating the money when it is due, and offers
such note for discount, and from the sum due on the paper,
there is deducted the usual interest, and another sum
by way of exchange.
The funds of the bank accumulate by these means
in distant places, but as its notes are payable in specie
at its own counter, under a heavy penalty, it must contrive some way to get these funds back again. It may
do so by sending an agent from time to time to get the
specie, and take on itself the risk of loss, the cost of
insurance against fire or shipwreck, and the other
expenses of transportation. This it is obliged to do,
when no other means present themselves to realize its
property. It is obvious, too, that it must do this speedily, or its funds will be unproductive, and of course its
profits be diminished.
Another mode much the most desirable, is to find
;ome person here who wants funds in the distant place,
or who, whether he wants to use them there or not,
is willing to purchase what the bank has to sell, namely, a
bill of exchange on the place where the bank has its
funds. Such a purchaser, when he buys the bank’s bill
of exchange, takes it at a discount, at par, or at a premium, according to the rate of exchange at the time,
and the agreement made between the purchaser and the
bank.
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Such dealing in exchange, the directors do respectively
submit to the honorable committee, is a part of the privileges of a banking institution. It is the common right
of all citizens, and is made by the express terms of stat.
1828, ch. 96, the right and privilege of all the banks.
When this bill of exchange is sold by the bank to its
customer, it must be paid for by him with cash or a note,
and if by note, the note must be for a shorter or longer
date.

It is rare indeed that these bills of exchange are ever
paid for by cash, and when they are, it is certain that no
bank can get any thing beyond the existing rate of exchange. In such case, there is no loan, no credit, no accommonation of any kind. It is a mere sale of a bill of
exchange for cash, and the purchaser would have no inducement to give a price beyond the market price. It
is the sale of a bill of exchange, which may be purchased at any bank almost in the city, and of many private
individuals, and no man in his senses who had cash
in his hands would give a price beyond the market
price. What is commonly and usually given is in
such cases the market price for cash. It is the existing
for that transaction.
But the purchaser of a bill of exchange may desire
to pay for it by a note, and that note the bank may be
willing to accept. When the price of the bill of exchange is agreed upon, he gives his note for it, and the
bargain is concluded. The bank has his note payable in
Boston, at a future day and he has the bank’s bill of exchange payable at another place on demand.
In this transaction there is no loan of money, and of
course there can be no usury.
The bank has not loaned

rate
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the purchaser any thing, no money has passed between
them. It is true that the negotiation is spoken of as a
discount of paper—but when it comes to be examined
and tested by strict rules, in order to understand whether
it be a loan of money of which usury may or may not
be an ingredient, or whether it be a sale of exchange,
which may or may not be charged at an unreasonable
price, but of which sale usury is not an ingredient, it is
humbly submitted to this honorable committee, that it
should be classed with the latter transactions.
A bill of exchange is not money. A promissory note
is not money, neither of them is a tender in payment of
a debt. Neither of them would pay the bank’s bills at
its counter. They are both contracts, what the law
calls choses in action, with very different legal effects.
If the bank’s bill of exchange is not paid at sight it is
protested, returns and the holder becomes entitled to
damages according to the statute. It is merchandize or
very like merchandize—but is that particular kind of
merchandize which banks are permitted to deal in. It is
not money and the transaction is not a loan, but a sale or
according to the mercantile term very significantly used,
to describe the transaction, it is an exchange by a bill of
exchange.
Whatever may be the rate at which these transactions
are negotiated, they cannot as is humbly submitted, be
deemed usurious. It cannot be said that the bank has by
means of them taken a greater rate of interest for a loan
or discount than six per cent., for no more than six per
cent is paid on the note. It may be said that the bank
has sold its exchange high or low as the case may be,
but not as is conceived in any correct form of expression
6
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that it has loaned its money at illegal or usurious rates.
In this connection the directors most solemnly assure
the honorable committee, that they never placed nor
caused to be placed any funds in any bank or other
place for the purpose of drawing for them by bills of exchange, or checks, or drafts. Whatever funds have been
at their credit in any other place than Boston, have accumulated by means of the regular course of business in
the manner before adverted to and not with any purpose
or design on their part to collect them there, for the purpose of thereby dealing in exchange.
They further ask leave respectfully to declare that
they never drew a bill of exchange | on any place, where
they had not funds at the time to meet the draft, except
only that having an open account current with one of the
banks in the city of New York, the balance may have
occasionally varied on the one side or the other, but in
all such cases, it was accidental and temporary and made

right

as soon as

discovered.

They further ask leave most respectfully to state that
there has been but one form in which this business has
been transacted, and that what in the report of the honorable committee is sometimes called a draft, a check and
a bill of exchange, and which might seem to intimate that
different papers or instruments have been used in these
negotiations, is all in one and the same form. The
bank has used only one kind of paper, viz what it considers to be a bill of exchange payable at sight; a well
known mercantile paper on which it -would be liable to
damages according to the statute, if it was protested for
:

non-payment.
With these explanations the directors humbly trust that
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the honorable committee will please to permit them to
offer a correction of the summary of evidence which the
committee has made on the 12th and 13th page of the
printed report. [Doc. Senate No. 47.] The system of
operation seems to be this. A,, offers his note to be discounted, say of one thousand dollars for three months.
The bank will accommodate him if he will take the bank’s
check on Salem, and pay them an agreed premium on the
check in addition to the regular discount. The note for
one thousand dollars is discounted and he receives a check
for one thousand less the interest and the agreed premium
on the check.”
The Directors understand this matter differently. In
their opinion it is thus. A. knowing that the bank has
funds in Salem, New' York or Philadelphia, and can draw
for them at sight, offers to purchase the bank’s draft and
to pay for it by a note at six per cent, interest in three
or six months with an indorser whom the bank may accept. He know's the price of the draft, that it is half or
one per cent premium, and he knows too that it is for his
interest to make the purchase at that rate. He knows
that when he has thus obtained the bank’s draft at this
premium, he can find fifty individuals round the steps of
the bank ready to give him a profit for his bargain, and
regretting that they had not been fortunate enough to
make the same bargain, or that the bank has not more
funds to be sold to them at the same rate.
If it be supposed by the honorable committee that men
apply for exchange on some other place who do not want
to use the funds there, but obtain the bill of exchange as
a means of raising money, the directors know not that they
should dissent from that opinion as to some cases and
some individuals. But they respectfully submit that this
“
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intention is not communicated to them, and that if the
suspicion was in any case converted into knowledge, still
that the mode in which the purchaser of a bill of exchange
proposed to use the article he had purchased could not
affect the character of the transaction. By the express
grant of the Legislature, the bank has the right to deal in
bills of exchange, and the exercise of this right is not limited by any objects or designs by which the purchaser may
be governed in the transaction. The directors do however respectfully submit to the honorable committee, that
the whole transaction in exchange is extremely beneficial
to the commercial community, that the vast business of
our people could not be carried on without some accommodation of this sort; that the large amount of cotton, for
instance, which is bought at the South—the immense
amount of provisions which is bought at the West and the
astonishing products of the loom and other results of the
industry of our own state, which are sold in every part of
the Union, require a dealing in exchange to an almost incredible amount, real, fair, honest and sincere and that
any attempt to cripple it would inflict a wound on the
agricultural and manufacturing interests of the Commonwealth the extent and danger of which would be most
;

serious and alarming.
It is with these considerations that the Directors of the
State Bank respectfully ask the committee to review the
evidence in relation to what are called the Salem checks.
The money of the bank accumulates at Salem, because
it has discounted notes payable at Salem and sent these
notes there for collection, where they have been paid and
the amount stands to the credit of this corporation. These
funds must be got home. The necessity is as great as if
they were at New Orleans, and the expense of direct
&
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transportation though not as great as in the latter case,
would still be an item of some consequence in the transactions of this bank—especially as this bank, ordinarily
doing large business for the enterprising merchants of
Essex county and the extensive manufacturers of the vicinity, accumulates very considerable funds in the town of
Salem.
The summary of evidence on this head might imply,
that the bank makes a fictitious sale of its draft on Salem,
and then cancelling the supposed bargain and colorable
selling, issues a smaller draft for its own benefit and advantage.

The testimony, by which this transaction is explained,
comes from the president and two of the directors, and
has not, as is respectfully suggested, been entirely and
clearly

understood.

The president, who has had the entire charge of this
part of the business, is most anxious to assure the honorable committee', that he never made a negotiation for a
draft on Salem, unless the bank had funds there, to meet
the whole amount of the original sum agreed upon, and
that he never changed the original bargain, but for the
accommodation of the customer, and to the loss of the
bank.
The transaction, as the president states it, and as the
directors believe to be true, is an agreement to sell a bill
of exchange on Salem, at the rate of half per cent, premium, on which, for a sum of one thousand dollars, the
bank would be entitled to five dollars. This sum, the president believed the bank became legally entitled to, and if
subsequently the purchaser proposed a modification of his
bargain, the president thought himself entitled to retain
the premium, when he consented to modify it, to the

REPORT ON BANKS.

46

April

injury of the corporation, and for the benefit of its

cus-

tomer.

In these cases then, there was a bargain for a bill of
exchange, at the rate of half per cent, premium, and
the final proceeds of the negotiation were more favorable
to the purchaser, than if he had taken the original draft,
and sent it to Salem to be cashed. The directors respectfully submit, that, whatever objection may in another
point of view' be made to this transaction, which they will
presently consider, it cannot be said to be illegal interest.
The premium was not taken as interest, and the case falls
under the other branch of the allegation.
But, with all deference to the honorable committee, the
directors beg leave to submit, that it cannot be considered
as a premium on the check or draft finally given. It is
not twenty or thirty per cent, on the Salem draft, but
simply half per cent, on the amount of the original sum,
and does not differ in principle, although the directors admit that it departs in form, from the charge of one per
cent,

on

Newr York

or

Philadelphia.

The directors most respectfully submit, that, by calculating the sum retained as a premium on the draft finally
drawn, and which was a less draft than the one originally
proposed, the premium sounds large, and might, in some
cases, be ten or fifteen per cent., yet that, in truth, the
premium ought to be calculated on the sum originally
contracted for, by which sum its amount was in fact determined, and by being so calculated, is the usual and
established premium of one half of one per cent.
If the committee consider the rule to be that for exchange on Salem, there ought to be no premium, and
that on a discount of a note of $l,OOO, which is the case
the committee put, and the payment of $9OO dollars in
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money, and $lOO in a draft, $5 too much has been taken,
then it is in fact immaterial whether it be called five per
cent, on the
$lOO, or one half per cent, on the $l,OOO,
but it is clear that the rate was only half per cent.; the
gain or loss to the parties was only half per cent. ; and
the apparent extortion of an unconscionable demand of
a high nominal premium is not made.
In this connection, the directors ask leave to call the
attention of the honorable committee, to the evidence
taken in the case of the Merchants’ Bank, which your
honors admit, and the directors agree, is a very minute
and satisfactory account of its affairs.”
That evidence shows, that the rate of exchange on
Dedham is one half per cent., and on Lowell the
same ; and the directors appeal with confidence to the
committee, as intelligent men, for the truth of the assertion, which they solemnly make, that no transaction of
the State Bank was ever more onerous to the customer,
than the charge of half of one per cent, on Lowell or
Dedham, for three months paper.
But the honorable committee will examine these
transactions, according to the plain and obvious nature of
them. The directors have no wish to disguise or discolor
any part of their proceedings, and, while they regret there
should have been any cause for complaint, they have the
utmost confidence in the liberal measure of equity and
candor, which will be meted out to them, by this committee, and by the Legislature, in its paternal character,
in relation even to the faults of the corporation.
The directors believe that this proceeding arose in the
unfortunate misconception of the president as to the proper construction of the law. The president, in his testimony before the committee, gave his opinion that the
“
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rate of exchange was to be settled by an agreement between a bank and its customer, and therefore the rate of
such bargain as might be made did not violate the law.

The president and the directors, although a majority
at the time concurred with the president, do not now adhere to that opinion, and the practice under it was abandoned before the present legislature commenced its session. But, without desiring to implicate any other institution, the directors, in justice to their respected president,
and in vindication of themselves, do unhesitatingly declare, that in this opinion their officer was not alone, and
that, in substance, the same operation has been allowed by
their neighbors, although it may not have been so candidly
and faithfully disclosed, and that the practice did not
originate with this corporation. The directors cannot
leave this part of the case, without asking permission of
the honorable committee to repeat, that however objectionable this mode of negotiation may be deemed in point
of form, yet that, in substance, it is more favorable to
the customer of the bank, than any other mode of negotiation by exchange, where the object of the customer
was to convert his exchange into cash ; that it was of all
other modes of exchange the least favorable to the bank,
and was originally adopted for the special accommodation of the customer, at his solicitation, and for his exclusive benefit; and the directors appeal with confidence
to the magnanimity, as well as the intelligence of this
honorable committee, to look at the substance of the
transaction, and not allow any mistake of form to operate
to the disadvantage of the corporation.

The directors might now proceed to consider the second allegation mentioned in the summons sent to them
That the bank has
by the honorable committee, viz
:—“
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charged and taken a greater rate of exchange on bills
and drafts, and other securities, than the then existing
rate between the places where they were drawn, and
where payable.” But as this memorial and answer will
necessarily extend to considerable length, they pray leave
to invoke in aid, the answer which, on this branch of the
subject, has been ably and forcibly made by the president
of the New-England Bank, and the memorial which has
been read, and the arguments which may be addressed to
this honorable committee, on the part of the City Bank,
without detaining the committee by a repetition of the
statement, and thereby prolonging the examination, and
adding to the labors of your honorable board.
The Directors of the State Bank do solemnly aver,
that they never intended to exceed, and they have not, as
far as their knowledge extends, ever in fact, exceeded
the rates of exchange which those well established and
honorably conducted institutions have charged for the
same kind of paper at the same time. The directors
aver, that in all their transactions they have sought to follow, and not to lead those respectable corporations. Although the State Bank is the elder of the three, the directors of the New-England and City Banks, as the undersigned most cheerfully acknowledge, are composed of
the more active, extensive and experienced merchants
and bankers, and have thereby, and by the force of
their eminent business character, and of their high
consideration in public and private life, a weight of
influence and reputation, which gives authority to their
example, and renders it safe to follow in their footsteps.
It is by such men that the high commercial and moral
character of Massachusetts is known throughout the
world.
7
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The Directors of the State Bank have trod in their
steps. They have done, in these respects, what the example
of high-minded men instructed them it was legal and proper, and according to banking principles it was prudent to
do. They cannot be separated in the judgment of this
honorable committee—nor of the legislature —nor of their
fellow citizens—nor of the rivals, and it may be, the enemies of this great and prosperous Commonwealth, who
are looking with avidity for some diminution of its honest
and honorable fame, and would delight to find that its
own legislature had affixed a seal of disgrace on three
of its greatest institutions.
The drafts of these three banks have gone in the
same mail, day after day, to the commercial emporium,
and to other great cities of the country. They have
been purchased often by the same individuals, at the
same rates, for the same credit, and on the same security. These rates are known there as well as here. R
is universally understood that there has been a common,
uniform, and constant course, in which these three banks
and others of less capital, not now before this honorable
committee, have been equally engaged. The same evidence in regard to all of them exists. The intelligence
of this honorable committee will not allow slight shades
of difference in the record of the evidence to change its
complexion, because those members of the committee
who know what evidence exists, and how it may be obtained, must know that all transactions in regard to the
rates of exchange, as well as the general course of management of the three banks, have been substantially the
same.
The arguments on this matter must be the same.
If the course of one be right, it is right in all. It it be
wrong in any one, the wrong is a common one. It it be

1836.

HOUSE—No. 62.

51

pardonable as a mistake, an accident, a misinterpretation, one measure of mercy, as of justice, may be implored with confidence from the feelings of an impartial
committee. If it be the sin of ignorance and deserving
the reprobation of the government, the directors of the
State Bank will indeed most truly regret the cause as
they will if permitted be solicitous for the future to
prevent the recurrence of it, but they cannot stand in
this presence, by the side of the experienced merchants,
the intelligent, able and accomplished business men who
constitute the boards of the New-England and the city,
and have any fear that this common ignorance under
which all have been obscured will be deemed pardonable
in the directors of those institutions and punishable in the
directors of the State Bank.
And if, which they pray heaven to avert, it should
be deemed necessary by this honorable committee to
offer an expiatory sacrifice to the majesty of the laws,
if the fathers of the Commonwealth, like the father of
Israel, when he was commanded to take his son, his only
son, whom he loved, and offer him for a burnt offering
upon one of the mountains, shall be obliged to carry
three of their eldest children to the sacrifice, and cannot
hear, as did the father of the faithful, the voice of mercy,
like an angel saying, do not lay thine hand on them, to
injure them, but shall actually immolate them together,
then indeed the pain of the sacrifice, sharpened by the
paternal hand which inflicts the blow, will be allayed by
the reflection that it is as impartial in its visitation as it
is terrible in its judgment.
But it is more desirable to the directors of the State
Bank to proceed from the stern justice of the law to considerations of the clemency by which it will be administered.
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Ron the consideration of the whole case, it shall be deemed by this honorable committee, that the State Bank has offended against the law, according to one or both the allegations set forth, what is required to be done, by public
justice tempered as it always is, by sentiments of forbearance—considerations of public security, the effect of public example and the measure between the penalty and the
crime ?
The directors beg leave most respectfully to submit to
the honorable committee, that the case does not require
at the hands of the legislature the ultimate punishment
of the law.
They beg not to be misunderstood. They do not deny
the power of the legislature—if it is satisfied of the delinquency of a bank in any particular, to cancel its charter. They admit in its fullest latitude and broadest sense,
the entire control of the government over corporations,
which are its own children, brought into being by its

creative power.

intended to deny this right
period of this examination. They have ventured respectfully to submit their
own opinion to this honorable committee, that a certain
mode of examination was in their Judgment objectionable, and to point out another which they deemed more

They

never

and never have contested it at any

conformable to law.

But when the committee overruled

their objections, thev did not for a moment hesitate to
conform to its orders, considering then as they do now,
that for this purpose, the committee was the legislature,
and that after the committee had heard them and thus
allowed them the privilege of freemen, it was their duty
as good citizens respectfully to submit. They beg leave
to place this matter thus distinctly in the front, because
the course of the bank has been misunderstood and else-
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where misrepresented and by means of this mistake, a
prejudice has been created against the institution, which
they feel perfectly certain can find no place in the minds
of this honorable committee.
The right to be heard before judgment is, they suppose
too strictly republican to be denied in this age and country of freedom. The duty of obedience to authority is
equally plain and established. They asked for the first,
and it was granted by this honorable committee. They
were heard, and they beg leave to make their respectful
acknowledgments to the honorable committee, for the
patience and attention bestowed on the arguments of
their counsel. They were then instructed by the committee in the rule of law, and though a respectable minority of the committee were pleased to sustain by their
votes the grounds presented in the argument, and although it was known and is yet. believed that different
opinions existed and do exist, on the novel, unsettled
questions then discussed, yet the directors received the
judgment of the majority of the committee as conclusive,
and yielded to it a prompt obedience without appeal. If
in this, there was any thing disrespectful to the committee or the legislature—if there was any thing inconsistent with the sovereign power of the government to do
as it pleased, if there was any thing which free-men,
citizens of a free Commonwealth, worthy to hold the
privileges which the government had bestowed upon
them, should be censured for doing—the directors and
their counsel have wrongly learned the democratic princiThey solemnly aver
ples of a popular government.
that no disrespect —no resistance—no opposition was intended >or was offered. They asked for a hearing on certain important questions. It was granted by the liberality
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of this honorable committee.

They in their

commanded obedience to their order—and their order was
promptly obeyed by the directors. A slave obeys without knowing why.
A freeman asks for liberty of
speech, and a free government awards it to him. But
government is supreme wherever it is established, and
what it finally requires all good citizens will obey. The
freedom of the citizen and the sovereignty of the laws
are not inconsistent when properly understood, and the
directors believe the case that has occurred in their persons, is a strong illustration that both may exist toturn

gether.
The directors feel assured, that liberal and high minded men will not entertain any prejudice against them,
for submitting to the consideration of the committee
what in the then novel state of the enquiry was matter
of doubt, without effacing that prejudice, by admitting,
that when the doubt was removed by the committee’s
decision—the compliance of the directors was fairly,
fully and frankly” rendered in the mode required.
The directors, by the indulgence of this honorable
committee, beg leave to lay before them the reasons why
the ultimate and severest penalty of the law should not
be inflicted on the corporation.
To annul their charter is capital punishment. It terminates the life of a corporation, as a public execution
terminates the life of a condemned malefactor. There is
disgrace, mortification and suffering in it, and the directors do not disguise that they feel all these very keenly.
They are certain this honorable committee, in the exercise of those kind feelings which award capital punishment only for the most flagitious offences, black in heart
and horrible in consequences, will not recommend to the
“
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legislature to inflict such a punishment, unless absolutely
compelled so to do by positive law, or stern and unavoidable necessity. The government punishes for reformation and not for vengeance, for public security and not
private pique—for the common good and not individual
aggrandizement, and never forgets that justice is to be
tempered with mercy.
First, then, the directors repeat, by leave of the honorable committee, that some of them knew nothing of
any transactions now deemed to be illegal, and all of
them do most solemnly aver, that they had no intention
to violate the law, and no belief that they were violating
any law of the Commonwealth, in any transaction in
which they were concerned at the time of such transaction. They further aver, that as soon as their conduct in
the management of the bank was brought into question,
a meeting of the board was held, legal advice taken, and
in pursuance of such advice, the practices which have
been alleged as causes for annulling their charter, were
abandoned, and they have never been resumed. This
meeting was held before the organization of this legislature, and before it was known that the matters referred
to this committee would become the subject of legislative enquiry, and they were abandoned, not through any
apprehension of such enquiry, but because, after consultation with the solicitor of the bank, the directors deemed it proper to be governed by his construction of the
law and his advice, as they had always before been on
questions of legal character, and because they knew it to
be their duty, from which they had never intentionally
departed, always to yield implicit obedience to every requisition of law, so soon as they understood what the law

enjoined.
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They ask leave further to offer on this branch of the
enquiry, and as additional reason why the ultimate penalty of the statute should not be recommended by this
committee, that the acts now alleged as causes for the
loss of their charter, have been of short duration, and to
a very limited extent; that a very small portion of the
capital of the bank has ever been employed in any of the
supposed irregularities, and that great misapprehension
has been caused by mistakes, partly typographical, in the
printed report of this honorable committee, and partly by
the want of perspicuity in the abstract of a return made
by order of the committee, of the discounts of the bank
in the month of December last.
To put this last named matter right in the first instance,
the directors beg leave respectfully to refer to the report
of the honorable committee, in which it is said, that in
the month of December last, the amount of discounts by
this bank was $369,099 43—Exchange profits were
$2,138 83 cents, being a fraction less than 7-12 of one
per cent, on the whole amount discounted. This, it will
be perceived, is a fraction over eight per cent, per annum. The return does not show the places on which
checks were drawn, but we suppose principally on Salem,
and the rates of exchange varied from one fourth to one
“

per cent.”
The typographical error alluded to, is where the exchange profits are said to be over eight per cent, on the
whole amount discounted. By our calculation it is a
fraction over seven per cent. This paragraph has got
into the newspapers, and been read by many people who
never see the report, and there by a very common error
the amount discounted reads three millions 691,099 for
one

month—thence it is inferred that the bank has dis-
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counted twelve times that amount, or more than forty
millions per year, on all which it is dealing in usury, and
a very natural surprise is expressed, that its usury on forty millions does not enable it to make larger dividends.
Now, the fact is, as the directors aver, and they offer
their books to this honorable committee for the proof of
their assertion, that for seventeen months previous to
the last annual return made by law, viz from October
6th, 1834, to March sth, 1836, the whole amount of the
discounts of the banks, including renewals, was $6,526,452 08, on which the whole amount of premiums for
drafts sold, on all places where drafts were made, and all
charges for collecting money in other places, which, being carried to the same account, cannot well be discriminated, amounted to $1927 97, and no more. From this
profit is to be deducted the expense of postage, stationary, and clerk hire necessary for the business, leaving a
:

balance

entirely inconsiderable to warrant the supposition, that to acquire it, any men would endanger their
charter, involve their personal character, and subject themselves to public reproach.
Again—the accounts for the month of December last,
were required by the committee, which month, from accidental causes, happened to have been unusually productive in the course of exchange. The amount of all
kinds of exchange, in that month, is $2138 83. On
this the committee sav
The return does not show the
which
checks
places on
were drawn, but we suppose
principally on Salem, and the rates of exchange varied
from 1-4 to 1 per cent.” This supposition was very natural, from the manner of the statement. If, however,
the committee had been pleased, in their order, to have
directed that the places on which the exchange was
too

:

6

“

58

REPORT ON BANKS.

April

drawn should have been stated in the return, the directors
would, with great readiness, have required their clerk to
specify the same, in the abstract. But no such order was
given by the committee, and no such specification made
by the clerk. They beg leave, however, most distinctly
to assure the honorable committee, that the principal part
was not on Salem, but on the contrary, that a very small
part was on that place, the bulk being on New-York and

Philadelphia.
The directors have caused this matter to be carefully
re-examined by their discount clerk for the last eighteen
months covering the principal part of the time in which
such drafts have been made, and they ask leave to offer
to the honorable committee the certificate of that officer,
as follows;

The whole amount of exchange received for checks
on Salem, from the 4th October. 1834, to 4th March,
1836, is $1023, 57-100, say one thousand and twentythree 57-100 dollars, being seventeen months.’’
Signed,
“J. CALL, Dis. Clerk.”
The honorable committee will therefore be pleased to
find that the profits of these exchanges are a very inconsiderable affair, and that they afford no inducement to the
directors voluntarily to do wrong.
That there is a small profit in general exchange the directors do not deny, and the president and those directors who agreed with him, deemed it their duty, when
the condition of the money market gave them the means
to earn this profit for their stockholders as a part of the
fair and authorized mode of employing a capital which
“

they were permitted to use on banking principles.
But the directors beg leave again most respectfully to
state that a very small part of their capital has been em-
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ployed at any time, and that for long periods none of it
has been employed in the business of exchange. In the
year 1829 the whole capital of the bank was loaned at
five per cent, per annum, while the bank was paying one
per cent, tax to the Commonw ealth. But the directors,
in this connection, deem it proper to state that no conduct of theirs, and no arrangement to which they have
tacitly or expressly consented, has ever been intended to
control, or has had any effect in controling the state of
the money market. If at any time there has been a pressure the sin lies not at their door. They have at all times
extended their loan to the extent of their ability, and to
this point they invite the most careful scrutiny of their
books, which they are ready to submit to the inspection
of the committee, and which, showing every day the state
of the bank, will be read at a glance, and will give the
honorable committee most perfect satisfaction with very
little personal labor.
The semiannual dividends show to the honorable committee that no great profit has been made by exchanges.
The dividends have for the last twelve years averaged
five dollars and thirty-six cents on one hundred dollars
for a year. Their reserved fund is not large enough to
pay their suspended paper, and their losses by bad debts
are not a greater per centum on their capital than must
be expected to occur in the management of so large an
institution which proposes not to confine its operations to
a few great houses, but to deal extensively with the tra-

r

ding community.

All these facts the directors offer to verify by the production of their books, to which a sub-committee of the
board have already had free access, and which again are
ready to be exhibited whenever the honorable committee
may please to examine them.
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The directors having thus shown to the honorable committee, as they hope to its entire satisfaction, that the operations of this bank by the way of exchange so far as such
operations may in themselves be deemed improper, are of
very insignificant pecuniary amount of profit, and furnish
no inducements to any one to jeopardize his own character and the safety of the institution in a voluntary perpetration of wrong, and that where there is no motive to do
wrong and a wrong act be done it should in charity be
ascribed to a right although mistaken motive, but should
not be punishable in the highest degree, and with the extreme rigor, of the law, propose now to show how the
practice originated, and how it was terminated.
According to the course of the bank the president is
entrusted with the general transaction of its business.
The directors are his advisers, but are not expected to be
minutely acquainted with the details of its affairs. Nearly all loans are made by him, and twice a week are subjected to the board for revision. The office of a director
is rather to give his opinion on the solvency of the customer, than on the course of negotiation. It was well
understood that exchange was taken on New York or
other Southern drafts, or that paper due in that city and
elsewhere was discounted in the course of trade. When
discount sheets were read at the board it did not occur to
all the directors that any distinctions in the rates required their especial attention, and by several no attention
was given to them. Three of the directors profess their
entire ignorance of the matters which are the subjects of
the committee’s enquiry until about the second of January last, when the meeting was called which is hereafter
to be mentioned.
Other directors knew of the transactions, and did not,
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until the meeting on the said second of January, understand there was any objection to them. These directors
not having heard of any objection to them, did not perceive they were wrong.
All the directors with great confidence submit to the
honorable committee that they could by no possibility
have any motive to do wrong knowingly. A majoiity of
the board at the time owned only forty-five shares, equal
to 2700 dollars, in the capital stock of 1,800,000 dollars.
It could not be from any desire of personal profit that they
could have sanctioned an illegal operation.
The directors paid these exchanges themselves. It
cannot therefore have been for personal emolument either in gaining larger dividends, or in borrowing money
on better terms than their neighbors, that they permitted
a course to be taken which is the subject of complaint.
And again the directors respectfully ask who feels himself injured ? No person dealing at the bank ever complained to the president or directors. The individuals
dealing in the manner described are amongst the most
shrewd, intelligent and acute business men in the city.
One of the first transactions of the kind in which the
bank was ever engaged was with one of the most wealthy
and intelligent merchants of the city. The directors can
put in evidence the testimony of some of the largest and
best established houses in the city to show that their
course of business was deemed liberal and satisfactory.
But the proof of it is demonstrable in the fact that the
loan of the bank was at its maximum, and that it was
pressed, urged and entreated to go further on the same
terms. Indeed the directors respectfully state that in
their humble judgment the cause of complaint arose not
in what they did do, but in what they did not do; and
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that if it had been in their power to have discounted
more largely, even on higher terms, and to have satisfied
those great whales w'ho would suck up the whole
capital of a bank for a breakfast, and who were fattening on twenty and fifty per cent, profits, with the
funds they were borrowing at the lowest rate, there
would have been an entire calm and contentment in the
public mind.
It cannot be perceived that it was the intention of
directors to oppress, bear down, and impose upon men
of this description. Why should it be done without personal profit, against individual interest, and in connection with the best customers of the bank, and the ablest
and most exact merchants in the city, unless the directors had believed that it was their duty to do what other
banks all around them were doing, for the benefit of the

stock-holders ? Nothing was done privately or secretly.
Every thing was known to their numerous customers,
without injunction of secrecy or desire of concealment.
Will the honorable committee infer that the directors
ought to have known better, and because they should
have known better, presume that they did
To this the directors most respectfully answer, that
until the matter was brought into question, it was reasonable for them to take what was doing all around them
as the true rule of proceeding. But those of them who
had been particularly conversant in bank transactions,
and such an one is the president, thought they found in
the doings of the Legislature of 1834, a justification for
?

the conduct.
In the report of a very important committee, adopted
by the Legislature of that year, it is stated, that some
of the banks in this state have charged for checks or
“
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drafts on New York, three per cent., and as high as two
per cent, for their checks on places within twenty miles
of their own counter.”
Such practice is not therein
said to be against any existing law, but on the contrary,
it is added, that if these extravagant rates are continued,
it may be necessary to apply a remedy. As no remedy
has been applied, which did not then exist, the law was
presumed to continue the same ; and as the rate which was
then said to be extravagant, has been reduced from three
per cent, on New York to one, and from two per cent,
on short distances to 1-2 per cent., the conclusion was
drawn, that the evil complained of had so far been modified as not to be liable to legal animadversion.
The directors, since their meeting on the 2d January,
as stated in the report of this honorable committee, do
not concur in the correctness of these conclusions, but
they do respectfully present this report of the Legislature as a reason why the alleged operations should be
deemed a pardonable mistake, and not a wilful and intentional wrong.
The directors do again present to the consideration of
this honorable committee, as a reason why any alleged
errors in this point, should, in the candid judgment of
the committee, be deemed mistakes, and not crimes, and
certainly not the most censurable of crimes— the strict

observance on the part
,

vision

of the

of this hank of every other pro,

law.

This bank has never issued any draft or check payable at a future day, or bearing interest. It has never
taken money on interest, in violation of the blue book
law, commonly so called, since the statute prohibition.
That law pressed with peculiar severity on this institution. By reason of its great capital, its long existence, its
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wide correspondence, its numerous connections, and its
fortunate name, it was always enabled to borrow large
sums on very favorable terms, but its customers have
again and again left its counter, to make deposits on interest in other places where a broader construction was
given to the law, because this bank acting under legal advice, and most scrupulously intending to obey the law, refused either directly or impliedly, an absolute or contingent promise to pay interest on sums offered on
loan.

The directors much mistake the liberal and candid
temper of the government of the Commonwealth, if these
strong facts will not be received as demonstrative evidence of an intention on their part, {o observe, all the
laws which the government may prescribe. The profits
of the State Bank, on the borrowing of money at a low
interest, would be greatly beyond any thing that ever occurred in the way of exchange. Its facilities for this
were very great. A construction of the law admitting it
had been elsewhere adopted, and the danger of incurring
a penalty less obvious. But this bank in conformity
with its habitual veneration for the laws, and in accordance with its feelings of propriety, voluntarily conformed
to the order of the law, and has in no respect violated it
in a single instance since it was enacted.
In the same obedient and respectful spirit of submission
to the authority of the state, this bank has never issued
its bills to be kept out of circulation, has never by discounting on such bills, countenanced the breach of law in
others, and has never made a discount on an agreement
that the bills should remain for a time in the bank.
On all these subjects this direction has a proud feeling of
conscious integrity, and the directors think that the hon-
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orable committee would see in them an intention of respect, and an habitual regard to the laws, entirely inconsistent with any desire wilfully to invade them, or in any
way to impugn them in the paltry matter of exchanges,
to which the inducement was so inconsiderable, and of
which the whole avails by the calculations above stated,
would not gi we fourpence halfpenny a share extra, at each

semi-annual dividend.*
The directors beg leave further, most respectfully to
show that the charter ought not to be declared null and
void, because the penalty would fall on the innocent, and
not on the guilty. The blame attaches to the directors
for their mistake. The punishment would fall on unoffending stock-holders.
There are in this bank 30,000 shares, owned on this
25th March, 1836, by 1164 different stock-holders. It
comes as near the character of a savings bank, as such an
institution can. The savings bank in Boston, is itself the
greatest stock-holder. Of the rest there are
30 persons owning each 1 share,
254
from 2to 5 shares,
sto 10
274
230
20

“

“

“

“

“

“

“

“

“

“

“10 to 30
20 to 50

“

“

“

Of these proprietors 354 are females. The stock is
scattered through the Commonwealth. Only 13,169
shares out of the 30,000, are owned in Boston, and
16,861 in the country. There are holden by various societies, colleges, schools, executors, children, trustees,
and such like corporations, 8229 shares amounting to
$493,540.
30,000 shares at the sixteenth of a dollar a share
be $3750 per annum.
*

9

semi-annually, would
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Of the condition of the institution at the present time,
in order to show its exact financial ability, the directors
offer a report of a committee of their board, made since
this honorable committee were last together on the state
of the bank, on the dividend which might be declared
on the first Monday in April next, and which will be 2
per cent, and could not be 2 without intrenching on the
capital, and no bad debts were made during the year.
It is perfectly manifest from this statement, what is the
pecuniary situation of this corporation.
It has been supposed that to nullify the charter would
not injure the stockholders, as they would get their whole
capital or more, and might be able to place it with advantage in some new bank. But the honorable committee
will consider whether, in the progress of mutation, it
would be reinvested ? This is a matter of opinion. The
great stockholders, and active business men, would lose
nothing. But the well invested property of the widow,
the orphan, and that numerous and most meritorious class
of small proprietors, who obtained their property here in
descent, as heirs or legatees of the original associates in
1811, would be exposed to be plundered by greater advances of premium on new stock than was ever paid on
a bill of exchange.
If there would be any danger to the public in calling
in above two millions of dollars now loaned by the bank,
it is a consideration which more properly belongs to the
honorable legislature, who are the general guardians of
the people, than to the especial consideration of the di-

it is not one which they are called particularbut
these directors, with their stockholders, as
ly to urge,
a portion of the people, would deeply regret that any
mistake of theirs should bring down such a visitation on
rectors, and

the mercantile and manufacturing community.
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The directors have felt a pride in this institution, as
eminently of a popular character. It was established
by a general subscription among that class of the people
who before had never participated in banking capital. Its
funds were supplied in small sums, by men w'hose personal interest was less an inducement, than their desire
Some of the earliest
to promote the public prosperty.
depositors, who opened accounts with the institution on
the day of its birth, have continued attached to it through
good report and evil report, to the present time. Its object has been to accommodate that class of men. The
funds at its command could easily have been appropriated
to some few great houses, whose vast business and profitable custom would drain the resources of a bank ; but it
has preferred a more general distribution of its facilities,
for the accommodation of a class less affluent and more
dependent, but not always the most influential portion of
the community.
If the scales are in the hands of this honorable committee to w eigh its actions, equity and the paternal
kindness of the government, will let its good deeds have
their suitable weight. The directors have already adverted to the fact, that its capital in 1829 was loaned at
five per cent, per annum. At an earlier period, the
greater part of its resources, the capital then being
$3,000,000, was loaned on government securities, to aid
the people in sustaining the institutions of the country
during the dark period of the late war. It was subjected
to a loan of ten per cent, of its capital, to aid the agricultural interest, which it most liberally dispersed, and
most generously suffered to remain at the will of the borrowers, nearly twenty years, until the rise of landed property enabled the farmer to pay off the incumbrance, and
one

r
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it has never, in a single instance, refused to allow the redemption by the original mortgagor or his heirs, and has,
in no one case, exacted a forfeiture of the estate—a
course marked by a liberality, that the yeomanry, who
have had the use of $300,000 of its funds, will not forget, when they call to mind, that a more rigid exaction
strictly according to law, would have given it a profit beyond all it could hope or expect from the sale of bills of
exchange, or premiums on drafts.
The property mortgaged to this bank, under the requirements of law, has exceeded a million of dollars,
covering small farms in every part of the state. A grasping spirit, an extortionate disposition, an avaricious and
covetous desire to convert every thing to gain, would
have given vast profits to this institution, for in the progress of time, a considerable part of this property might
have been seized and held irredeemable against the original proprietors. The whole of it, except about $2OOO
now outstanding, has been redeemed at the pleasure of the
mortgagors, mostly in such sums and at such times as
their convenience permitted, and the expense of looking
after it has been borne by the bank.
This Institution was the first that was subjected to a
state tax, which originated on the suggestion of its first
projectors and it has paid its annual assessments into the
treasury, amounting if interest be added to upwards of
EIGHT

HUNDRED THOUSAND DOLLARS.

Again the directors venture with great submission to
deprecate the forfeiture of their charter because it would
be a penalty of inappropriate severity for the exigency of
the case. They do not deny the power of the legislature
to award it. They submit to the authority which in this
respect is provided to secure the majesty and supremacy
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But they are induced to hope that the situation in which they are placed and the considerations
herein suggested may spare them the mortification of a
rigorous and extreme application of this authority.
What ever may be the judgment of the committee on
the character of the bank, its justice will exonerate the
directors from the imputation of fraud, embezzlement,
deterioration of the currency and those other heinous offences for which the loss of a corporate existence is the
appropriate punishment. The directors give no heed to
rumors that they are to be victims for others sins or for
other mens profit, because they feel that they are in the
hands of an intelligent and honorable committee whose
sense of public duty will control those passions, which
however they may spread elsewhere, cannot reach this
high tribunal; neither would they press any considerations
on this honourable committee by reason of any pecuniary
interest in this corporation. They have higher motives
which honourable men can feel and duly appreciate.
They will not profess to be so humble as not to feel for
the honor and interests of the Commonwealth, They
profess a deep anxiety that nothing they have done should
be deemed to have tarnished its fair fame in the eyes of
the nation. Having the management of the largest institution in New-England, bearing as it does the name of
the state, it has been their object in public as in private
life so to perform their duties as to bring no disgrace on
themselves or the Commonwealth. They have felt and
do feel their responsibilities. They would not be willing
in public or private that their conduct should diminish the
honor of the state. The interest of the directors in the
bank is comparatively small, but they have a deep interest
in the public welfare. Why can it be supposed they
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would wilfully injure it? Their personal fortunes are
embarked in the great concerns of Massachusetts industry.
Why should they desire to cripple it ? They are merchants, manufacturers, business men, why should they do
a wilful wrong to the trade, the commerce, the manufacturers of the Commonwealth? All of them borrow
money, why should they raise its price or increase the
hardship of its terms ? Above all they are citizens of
this great and glorious Commonwealth, why should
they do any thing to bring discredit on its institutions
or injury to its honor, its public character, its pure and
elevated fame, which grow only by the virtue of its
citizens

?

What, they may be permitted to ask, what in comparison with this is the value of the banking capital under
their control or even in the whole city ? Fire may sweep
it into ruins and the calamity be endured. It was gained
by the hard industry, the steady perseverance, the moral
power of the people and the same qualities would regather it from ruins. But if the pride of character be destroyed which is the sunshine that warms it; if public confidence be shaken which is the dew which expands it; if
that commercial reputation be blasted which shades and
shelters it in its growth, it is lost, gone, forever gone,
never to revive again. That the directors stand implicated before this committee, in a matter of such vital consequence, is punishment enough for what has been done,
is warning enough for what may be done, is security
enough to ensure for the future, all that the government
can demand. Security is already given so far as these
directors are concerned. This honorable committee have

done them the justice to acknowledge, and to report to
the legislature, that all objectionable transactions stopped

1836.

HOUSE.—No. 62.

71

positive vote of the directors, on the second of January last, and the directors do not doubt that as they made
this record in good faith, so it will be received in a spirit
of reconciliation and confidence.
Further proceedings, as they beg leave, in conclusion,
most respectfully to submit, cannot do any good to the
people, the government, or the laws. The majesty of
the laws is vindicated, the strength of the government
is established, the security of the people is sustained.
They ask then, of this honorable committee to consider
mistakes not to be crimes. They ask them to admit,
that where there are no bad motives, no evil designs,
no corrupt purposes, there can be no wilful, punishable
wrong. They ask the indulgence of that candid and
liberal interpretation of their conduct, which they can
never fail to receive from the representatives of a just
and generous people, and under the favor of those benignant and paternal principles, by which the government
is administered, that the blow may be suspended, which
cannot fall on this corporation without wounding the
bosom of the Commonwealth, the common mother of
bj

a

us

all.
State Bank directors’ room, March 25th, 1836.

E. A. BOURNE,
DAVID ELLIS,
JACOB HALL,

THOMAS P. CUSHING,
S. H. BABCOCK,

BENJAMIN BANGS,
S. AUSTIN, Jr.

CHARLES HENSHAW.
THOMAS VOSE.
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APPENDIX.
The whole amount of exchange received for checks
Salem, from the 4th of October 1834, to March 4,
1836, is $1,023 57-100ths, say one thousand and twenty-three 57-100 dollars, being seventeen months.
on

I. CALL, Dis. Clerk.

To the Hon. Committee

of

Investigation of Banks.

As one of the directors of the State Bank, summoned
to appear before your honorable committee, to show
cause why the charter of said bank should not be annuled, and not having signed a memorial which has been
presented to your honorable committee, (not having
heard the whole of it) and as its great length, to examine thoroughly and carefully, would require long time
and attention, I do must respectfully ask to offer a few
brief remarks.
That when elected a director of this bank several
years since, a custom had long existed with this and
other banks to employ a president, with a salary, who
devoted his time and talents to the care and regulations
of a large portion of its affairs.
All things, then, as far as I was able to discover,
apppeared to be managed in the bank with great care,
precision, and correctness.
Although my time has been much occupied in my own
business, I have not intended, unnecessarily, to neglect
other duties reasonably required of me ; and have supposed, as the custom was among banks—that to be at
the meetings of the board of directors, to pass upon the
quality of paper proposed for discount ; to attend in turn
at the monthly counting of the cash, and the semi-annual account of the notes of the bank, was principally
what was required of me.
10
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At any rate, these were the principle labors I have
been able to render to the bank, and with such arrangements, the details of the bank, I have not been familar
with.
The drawing of the Salem drafts, I never knew of nor
suspected, until I heard of it in the street or out of the
bank, although I probably should, had I have been often
in the banking room for discounts.
I was knowing to the bank’s dealing in exchange on
the south, agreeably to a long established custom, and as
I supposed at the fair market rate, and did not doubt the
legality in letter or spirit.
And I believe two or three other directors were in a
similar situation in these matters with myself.
And I believe further, that those directors who had
paid the exchange on Salem, or who happened to know
of it, thought it as low, or lower, than money could be
obtained elsewhere, without being aware of any thing illegal in it.
Soon after hearing of the mode of drawing on Salem,
I went to the bank and found it was so—soon after a
special meeting of the directors was called, and the result was, as you have in evidence.
However, unlawful or improper, this Salem draft may
be considered by your honorable committee, I do most
solemtily believe that it was done, under a mistaken, or
wrong construction of the law, and that this mode did not
originate in the State Bank, but was a transaction imitated with a desire to divide to stock-holders somewhere
near simple interest, and to average near the dividends of
other banks.

This “exchange” is the|trangression charged against

this bank.
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The amount is comparatively small, (as is shewn by
the testimony of Mr. Call the discount clerk, in whom I
believe the fullest confidence may be placed ;) while most
of the other banks, as far as the investigation has proceeded ; shew a great amount of exchange taken, with
additional transgressions in many other important points.
Such as issuing bills to be kept out of circulation
and receiving the same for the same purpose.
Borrowing money.
Taking interest for the whole, on notes, which had
partly run out.
Loaning to have it remain afterwards in the bank undrawn for.
Loaned to a greater amount than allowed by law,
&c. &c.
While this bank has transgressed apparently in only
one thing, which was discontinued, and forsaken before
this legislature was organized —and has most scrupulously obeyed the laws, in other particulars.
The cashier, tellers and other officers, (eight in number,) are among the most honest, industrious, and exemplary in this whole community.
Some of them are in indigent or moderate circumstances.
The loss of the charter would be a calamity and
affliction to them and their families, which would severely imbitter the remainder of their lives.
And so will such a calamity extend to those attached
to'this ancient institution—who sincerely desire always,
strictly to obey all laws.
This institution during the war, did render good public service, was one of the main pillars which assisted, in
all possible ways, at great trouble and expense in sustaining specie payments in New-Englaud.
—
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many instances of important public
benefit done by it; but will not now take up the time of
your honorable committee, which has already been to long
trespassed on; only, to add that if your honorable committee believe, that the transgression of this bank was
long since reformed, that all laws and requirements, or
known wishes of the government will be most heartily
obeyed, (whether the bank earns 2 per cent, or 5,) that
the investigation has produced or confirmed all the reform
I might

enumerate

the government can desire with this bank.
And as the loans of all the banks at this time, are high
very high, with great importunities to carry them higher,
without the ability to do it, (and which will require exertion to sustain themselves even where they are.) Importations heavy indeed, with a money market exceedingly
straitened, and the Branch Bank in this city, compelled
to draw in nearly two millions more, if these things be so.
I do most sincerely trust and believe, that the honor of
the government, or the prosperity and happiness of its
citizens, cannot require further punishment of any of the
banks, at this time.
But that it would be highly proper, expedient and wise,
to pursue the banks at the next session of the legislature,
in all cases where reform did not prove thorough and sincere.

LEVI BARTLETT.

ANSWER
OF THE

PEOPLE’S BANK IN ROXBURY,

Before the

Special Joint Committee March 25, 1836.

CowmontotralUj of JHassacljusctts.

To the Honorable the Special Joint Committee on the in
vestigation of Banks

-

:

The undersigned, the President and Directors of the
People’s Bank in Roxbury, respectfully represent, that in
obedience to the summons of the committee, they avail
themselves with unfeigned pleasure, of this opportunity to
appear, and make those explanations in reference to the
charges preferred against the institution represented by
them, which are due alike to the legislature to whom
they are accountable,—to the stockholders with whose
interests they are entrusted, —and to their own reputations.
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They are, and they trust that they always have been
fully sensible that in their official stations as directors of
a bank created by the legislature for public purposes and
subject to its supervision and control, they stand also in
the relation of public officers, with higher duties than
those pertaining merely to the pecuniary interests of the
institution entrusted to their care, and under an accountability imposing obligations paramount to those due to
their immediate constituents.
And they would, indeed, stand humbled, not less in
their own eyes, than in public estimation, if conscious
that they had perverted a public institution to the purposes of private oppression, or given its sanction to violation and perversion of the laws, to which, as citizens and
officers, they profess entire allegiance.
They are aware indeed that upon the statements made
in the printed report of this honorable committee, a belief
exists in the minds of its members, and has gained general credit, that the undersigned have been faithless to their
trust; and exposed the institution in their keeping to the
loss of its charter, and themselves to the just censure of
their constituents and the public. But conscious of their
innocence, and equally confident of the candor of the committee, and of its readiness to receive and appreciate honest explanations of charges so deeply affecting the public
and private reputations of their fellow citizens, they proceed, respectfully, to state the views and facts, relating
to those charges, upon which they rest their defence
and which they trust, will prove to the committee and the
community a vindication, as entire, as is the confidence
with which it is presented.
The first charge stated in the report, is, the receiving
of exchange on paper discounted, payable at other places
;

than at Roxbury.
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It is taken for granted by the undersigned, that such
procedure can be accounted a criminal offence, subjecting
the institution to a forfeiture of its charter, only upon the
supposition, that it was an intentional violation of law.
And that if it shall appear that no such design existed,
but that this course of business was adopted in accordance
with a prevailing custom, and in an honest belief that it
implied neither a violation nor an evasion of law, the
committee will not hold the bank guilty of a crime, which
in all codes of law and morals implies intention to commit
one; but will account it a mistake, for which no penalty
should be imposed ; and more especially upon those who,
like the undersigned profess, and feel an entire readiness
to be governed by any intimation of the will of the legislature upon this subject.
This bank was incorporated in March
and commenced its operations in July 1833. It is unable, therefore, to present any claims for consideration or indulgence, founded on recitals of long public service, or of
improvements, made by its agency, in the currency of tie
Commonwealth, of which more ancient and extensive institutions may, it is believed, justly, boast. And it is as
humble in its pretensions in reference to the magnitude
of its capital, as in its claim to antiquity. It is, too,
established in a small town, and not in a great metropolis. The purposes of its creation were the accommodation and benefit of men in humble circumstances, and of
moderate means, and not for capitalists and men of extensive business. And its officers were elected from
among those corresponding in circumstances and means
of information with the mass of the community in which
it was established.
They are not themselves capitalists, nor men of previ
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experience in banking and acquired their first knowledge of its rules and principles in this, comparatively,
humble institution.
It will readily he believed, therefore, that in the inception of their duties, they would naturally look for information and guidance to those great institutions, which
were enjoying the confidence of the public, and, as was
supposed, the implied sanction of the legislature. By
the recorded testimony, it seems to have been abundantly shown to this honorable committee, that the system of
charging exchange was already in extensive operation,
and generally received as one of the settled principles of
banking, when this bank commenced its operations; and
that the current rate of exchange, as understood and acted upon, was that established between the several banks
and their customers, and that no other public standard
was known or referred to. It appearing by the printed
report, that twelve, at least, of the banks examined, have
dealt to a greater or less extent in this manner and upon
this principle.
The undersigned forbear entering into any discussion
of its merits as a legal question. The considerations of
distance, time, place and value, in reference to the money
market, having been already, as is understood, presented
by other memorialists, and being doubtless familiar to the
ous

;

members of the committee.
They content themselves with stating in the most respectful, but at the same time most unqualified and direct manner, that they never imagined that this mode
of charging exchange was a violation of the laws against
usury; but that, in entering upon their duties as officers
of the bank, they received and acted upon this as an unquestionable principle of banking ; and that, if they have

HOUSE—No. 62.

1836.

81

erred, it has been through honest ignorance and misapprehension, arising from the existence of the usage so extensive, as to prevent even a doubt of its propriety.
It may seem upon first impression, that the practice ot
charging an exchange upon Boston paper, was an unreasonable extension of such a usage, or principle, and
ought naturally to have awakened suspicion of its propriety.

But the undersigned respectfully submit, that the proximity of their bank to the city, constitutes a nominal
rather than substantial distinction, between it and banks
more remote from the capital. The expenses of collecting notes and drafts in Boston, are as great to a bank in
Roxbury or Charlestown, as to one in Worcester or Framingham and this institution has not only been put to
the ordinary and constant expenses of daily transmission
to and from the city, but has also been compelled to
maintain a regular deposite of three thousand dollars in
the Suffolk Bank, for the purpose of procuring the aid of
that institution in the collection of its Boston paper;
thus incurring an annual loss of one hundred and eighty
dollars in interest. And the fact is beyond question, that
the total amount so charged and received for exchange,
has fallen far short of the expenses of collection. The
charge, indeed, has been very seldom made upon Boston
paper, and never, it is believed, under circumstances occasioning the slightest injustice or dissatisfaction to the
applicant.
In reference to the checks and drafts, represented to
have been drawn by this bank upon other places, the undersigned assure the committee, that in no instance has
such check or draft been drawn, in which this bank had
not funds at the time in the hands of the drawee: and
,

;
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that they have never deposited, or procured to be deposited, such funds in any place, for the purpose of enabling
them to charge a premium for such checks or drafts.
That.all their business of this nature has been transacted
with the Suffolk Bank in this city, and the Roger Williams’ Bank in Rhode-Island, to which all the foreign
paper held by this institution, excepting that portion paid
at its own counter, has been sent for collection.
And
that all the checks and drafts, upon which premiums of
exchange have been charged, have been upon one or the
other of those banks, and upon funds collected by them
for the use of this institution, in the ordinary course of
the collecting business.
In conclusion upon this point, the undersigned will only
add, that the amount of their dealings in exchange, for
which they have received premiums, has been exceedingly small; probably not exceeding at any time the amount
held by them in deposite ; while their whole capital and
bills in circulation have been uniformly discounted at the
current rates of interest, never exceeding six per cent.
And that in charging such exchange no distinction has
ever been made between the directors and other customers of the bank, excepting indeed, that a principal portion
of such exchange has been paid by directors, so that no
ground can exist for imputing to them the slightest intent
of personal gain or advantage, independently of the trifling
interests they respectively had in common with the other
stock-holders. Nor can they fear, that any one will
believe, that for an object of personal advantage so minute,
and, it may be said, so absolutely imperceptible, they

would expose themselves to the imputation ot faithlessness to their trust, and of intentionally violating the laws
of the country and subject themselves to the shame and
;
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degradation of a forfeiture, through their misconduct, of
the charter of an institution, entrusted to their care by the
willing confidence of their friends and fellow citizens.
The undersigned, therefore, humbly trust, that they
shall stand acquitted, before this honorable committee and
the legislature, from the charge of any intentional violation of the law in this behalf: and that, if they have
erred, the mistake will be attributed to involuntary misapprehension of their rights and duties, and not to any
disrespect for the enactments or will of the legislature, as
understood by them, upon this subject.
The next charge, stated in the report, is, that this corporation has, in a few instances, issued bills to be kept
out of the bank, for which they have received interest
from one to six per cent. It appears, from the remarks
of the committee, that this is regarded as an irregularity,
rather than intentional violation of law and the undersigned will no further intrude upon their patience upon
this point, than to aver, that is was never supposed by
them, that these arrangements could be regarded as such
violation, as so much of their capital was thus actually
loaned and at hazard ; and might, in case of the omission
or inability of the borrower to retain the bills from circulation, be presented for payment and further, that such
loans were never made but for the purpose of affording
relief to applicants for money, when assistance could be
rendered in no other way and that, least of all, w'as it
ever intended by such means to violate or evade the law,
or to obtain any unfair or illegal rate of interest.
But the charge, which is doubtless deemed of the gravest
character, and as most deeply affecting the official and
personal integrity of the undersigned, is, that imputing to
them the reception of interest in one instance on paper
:

:

:
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for tlie whole time for which it was to run, when a portion
of that time had elapsed at the period of the discount.
The instance stated is, of a note for about $7OO payable in Boston in four months from date, having seventy
days to run, taken at a discount of two per cent., being
the interest for the whole time. By reference to the
evidence, as recorded, it will appear, that the testimony
upon this point was solely from the cashier, and that the
president and directors, who were examined, stated that
they were ignorant of any such transaction.
Upon recurrence, however, to the testimony of the
cashier, a copy of which has been furnished to your memorialists, it is respectfully suggested, that he did not intend to be understood that the whole discount, taken upon
that note, was deducted as for interest, according to the
construction of his testimony, appearing in the printed
report; but that he intended to say, that the discount

comprised a premium for exchange, which, together with
the interest for the unexpired term, constituted the amount
received by the bank. The testimony was as follows,
the highest rate between Roxhury and Boston has been
a little less than one per cent, and this happened in one
single instance, when a note for about $7OO, having
about 70 days to run, and payable in Boston in four
months from its date, was taken at a discount of two per
cent, from its face, being the interest for the whole time.”
And it will be found, upon computation, that the interest
for the unexpired term, together with a premium a little
“

short of one per cent., would amount to precisely the
whole interest on the note from its date to the time of
payment.
If any doubt could exist on this subject, upon a revision of the evidence, the undersigned refer to the
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accompanying affidavit of the cashier, in which the particulars of that transaction are, an 1 as they believe,
truly set forth.

And upon which it appears that the arrangement, if
known to the directors, would have constituted one of
the class of cases under the principle of charging exchange already considered ; and would not, therefore,
be deemed an intentional violation of law, if the committee, as is hoped, shall be of opinion that those cases
are not so to be accounted.
But the undersigned, severally and unequivocally, assure the committee that they had not, directly nor indirectly, any agency or participation in that negotiation.
And all of them, excepting Aaron D. Williams, expressly
aver, that the only knowledge they had of the discount
of said note, before the reception of the proceeds by the
applicant, was the presentation of it for discount, in the
ordinary manner, upon the discount sheet, and their
marking it as accepted ; and that neither of them, at
the time of such presentation and acceptance, knew or
expected, that any thing more was to be received by the
bank than interest at the rate of six per cent., for the
unexpired term for which the note was to run. And
that the fact, of a further premium having been received,
was never communicated to either of them until after
this investigation was commenced, and the cashier was

examined.
And the said Aaron D. Williams declares, that, according to his best recollection and belief, he never knew,
nor heard of the said negotiation, until accidentally informed of it, after it was completed between the cashier
and the applicant, and the latter had called to receive
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his money; that ho had no agency, directly or indirectly,
in the transaction, and never communicated his knowledge thereof to either of the other directors, until after
this investigation was commenced ; and he is confirmed
in this belief by the consideration, that, had he known
the terms offered, he would doubtless have mentioned
them when they were acting upon the proposal.
It appears also that the payment of such premium
was in pursuance of the voluntary proposal of the applicant, without any previous requisition by the cashier;
and therefore, although entirely disproportionate to the
charge usually made in such cases, being, as testified,
the only one of that magnitude, cannot be considered as
evincing a disposition, even on the part of that officer, to
take advantage of the necessities of a borrower, or to
abuse the powers vested in the bank; and much less can
it be imputed to the directors, wholly ignorant of the
transaction, as an offence against the laws of their country, or a violation of their trust, or a disrespect to the
declared will of the Legislature.
And the undersigned further explicitly affirm, that they
have never authorized the cashier of the bank to discount
paper under any circumstances, nor do they believe that
he has ever done so ; and that they have never, to their
knowledge, in this, or any other instance, discounted
any paper with the intention and understanding, on their
part, that the bank was to receive interest on time al-

ready elapsed.
The undersigned, therefore, very respectfully submit,
that upon a revision of the evidence, it will be found that
the bank did not, as was supposed, receive interest on
paper for time past, when it was discounted but that the
;
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received was intended and understood to be
premium of exchange, on a note not payable in Rox-

amount so

a

burv.

And, inasmuch as such payment was made upon the
voluntary proposal of the applicant, and without any
knowledge or agency, direct or indirect, on the part of
either of the directors, they cannot but feel entire confidence, that they stand before the committee and the public fully acquitted of this charge also and that if the
act of the officer, with whom the negotiation was made,
shall be considered reprehensible or unlawful, it will not
be visited upon themselves and the stock-holders, inno;

of the offence, by the grievous punishment of the
forfeiture of their charter.
Another of the charges, stated in the report, is, that
some small sums have been received on deposite bearing interest.” In reply to this, the undersigned state,
that no such arrangement has ever been made by the authority of the board of directors, since the passing of the
act prohibiting banks from borrowing money on time ;
and that most of the undersigned were ignorant that any
interest had been paid upon deposits.
The instances in which this was done were very few,
and confined to laboring men, whose small earnings were
deposited in the expectation, that if permitted to remain
for a long period they would draw the current rate of interest. The amounts so received were very small, and
altogether too insignificant to be desired as funds in aid
of the capital of the bank. No contract was made that
the money should be retained for any specific time, nor
that interest should be allowed ; but the principal could,
at any time, be withdrawn, and the payment of interest
was optional with the bank. These arrangements were
cent
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not made with any reference to the pecuniary emolument
of the institution, but simply to the welfare and for the
benefit of a meritorious and humble class of citizens ;
and the officers of the bank, by whom they were made,
supposed that they were rendering a public service, rather than violating a public law.
The only remaining subject for consideration, is, the
statement in the report concerning the proceedings of
one of the directors in taking the bills of the bank to
Brighton, and there exchanging them for other bank bills,
or for the checks of other persons due in a few days, and
that interest was charged upon these checks if not paya-

ble in eight or ten days.
It is supposed that the charge, inferrible from this statement, is, that of discounting at a place other than the
banking house and in answer, the undersigned can only
repeat, as they do in the most unequivocal manner, the
assurance, already given by some of them when under
examination, that the proceedings of the director referred
to, were wholly voluntary on his part, and upon his personal responsibility. That he was never authorized to
discount the bills of the bank, or to take notes or other
securities therefor but that all checks, drafts or notes,
returned by him in exchange for bills which he had taken,
were accounted as at his risk, in the same manner, as if
deposited by him or discounted with his indorsement;
and that the receipts of interest from the parties liable
on such securities, have been on his account, and in payment of that, which would have been demandable of him,
if not so discharged. And that the exchange made by
him of the bills of this, for those of other banks, was a
gratuitous act on his part, simply for the purpose of ex;

;
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tending the circulation for his own gratification, and the
incidental benefit to the bank, without any request on
their part, and wholly upon his own personal risk. And
the undersigned take leave further, most distinctly, to
aver, that no discounts have ever been made, or applications acted upon, excepting at the banking house, and in
the ordinary course of its business.
And they therefore again most respectfully submit to
the candor of the committee, that they are not obnoxious
to the imputation of any wrong in this behalf.
In conclusion the undersigned beg leave to state, that
many of them have been officers of this institution from
the time of its origin ; that they have sedulously endeavored to accomplish the purposes of its establishment, by
appropriation of its funds for the accommodation of the inhabitants of Roxbury and the neighboring towns, for
whose benefit it was understood to be incorporated ;
that they have endeavored to be liberal and impartial in
the dispensation of its privileges, and to be alikejust to
the public and faithful to the stock-holders. And believe
that they may confidently appeal to the community in
which they reside, and to those interested in the institution in confirmation of their conviction, that they have
discharged their duty to individuals and to the public.
That they yield to none in deference to the law, and
just regard for the rights and interests of their fellow citizens. That if, in charging and receiving premiums of
exchange in the manner stated, and which they have never attempted to conceal, they have violated the laws,
such violation was owing wholly to ignorance and mistake.
That the amount of such dealings has been exceeding-
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ly small, and, as they humbly conceive, altogether too insignificant to merit consideration, unless considered as evidence of a disregard of their duty, and of the enactments
of the legislature, which they most solemnly and earnestly disavow. That, if irregularities have occasionally taken place in the administration of the affairs of the institution, they are believed to be as few as are usually incident to establishments of the like nature, and cannot in
justice, be attributed to voluntary neglect or breach of private or public faith.
That the statements and expositions above made, are
not light and thoughtless suggestions of the occasion and
still less, to be received as artful glosses, or studied concealments of intentional evasions or violations of the law
but are given by the undersigned, with a full consciousness of their responsibility to the public and themselves,
;

;

and under the solemn sanction of an oath.
Upon the truth of these expositions and statements,
they, humbly, but confidently, rest their case; relying
upon the candor and impartiality of the committee, and
trusting in the faith that they cannot be found guilty of
any criminal offence, subjecting themselves to the degradation, and the innocent stock-holders, whom they represent, and the parties dependant upon the accommodation
of this institution, to the pecuniary losses and embarrassments, which would ensue from a forfeiture of their charter.

But if they shall unfortunately find themselves deceived in their expectations, and the legislature shall see fit
to impose upon them a calamity so painful, they will, at
least, retain the consciousness of personal rectitude, and
of that self-respect, which no judgment, whether of pri-
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or of the supreme authority of the Comdeprive them.

All which is respectfully submitted.

SAM. J. GARDNER, President.
GARDNER BREWER,
EBEN’R CRAFTS,
SAM’L GUILD,
CHESTER GUILD,
AARON KINGSBURY,
ELIJAH LEWIS,
AARON D. WILLIAMS,
NEWELL WITHINGTON.

COMMONWEALTH OF MASSACHUSETTS.

Suffolk,

ss.

March 25, 1836.

Then personally appeared the within named Samuel
J. Gardner, Gardner Brewer, Ebenezer Crafts, Samuel
Guild, Chester Guild, Aaron Kingsbury, Elijah Lewis,
Aaron D. Williams and Newell Withington, and each
made oath that the statements contained in the aforegoing answer are true, according to his best knowledge,
recollection and belief.
Before me,
JAMES C. MERRILL, Jus. Peace.
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I, John M. Goodwin, Cashier of the People’s Bank in
oath declare and say, that the note for about
seven hundred dollars, mentioned in my testimony before
the special joint committee on the investigation of banks
on the seventeenth day of February last was a note for
seven hundred and fifty dollars and eighty-nine cents,
signed by Messrs. Crosby and Company, and payable to
Sewal! Butterfield, and endorsed by him, and was offered by Mr. William B. Kingsbury, one of the firm of
Kendal and Kingsbury, of Boston, merchants, for the
purpose of obtaining means to take up another note for
about nine hundred dollars, signed by his said firm and
payable to the said Butterfield, which had been previously discounted, payable in Boston. That I put the note
Roxbury, on

the discount sheet, which was laid before the directors
at their next meeting, and was afterwards returned to me
with a mark agaipst it signifying that it was accepted.
Kendal and Kingsbury had before that time failed in
business. Soon afterwards Mr. Kingsbury called to inquire, and being informed that the note was discounted,
said that it was agreed between him and Mr. Butterfield,
for whose benefit it was done, that they should allow the
interest and exchange, and that the exchange together
with the interest should be equal to the interest for the
whole time. And in giving my said testimony Iso stated, or intended to state, in relation to the interest and
on

exchange.
And I depose that I have no recollection or belief of
having exchanged a word upon this subject with either of
the directors prior to the said discount and the payment
of the money.
I further state that on the discount sheet
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the true time for which the note had to run and that
the amount deducted for interest and exchange was according to the voluntary proposition of Mr. Kingsbury
without any intimation or suggestion on my part; and that
I acted under the impression that he had probably made
the proposal to some other officer of the bank, but have
since found that I was mistaken in that supposition.
;

JNO. M. GOODWIN.

COMMONWEALTH OF MASSACHUSETTS,

Suffolk

,

ss.

March 24, 1836.
Sworn

to

before me,
WM. MINOT, Jus. Peace.

APPENDIX.

Extract

from the Journal of

the Bank Investigating

Committee.

Tuesday, March 29, 1836.
The Committee met pursuant to adjournment.
Members.

Present all the

Mr. Williams submitted a proposition, which gave rise to considerable debate, and was ultimately withdrawn by the mover.
On the motion of Mr. Caldwell, it was voted, that the question
respecting the guilt of the several Banks, when taken, be taken by
yeas and nays.

The Chairman stated the first question

to

be

Have the four Banks, now under examination, violated any of the
Laws of the Commonwealth, or the provisions of their Charters ?
On this question, the vote was unanimous, in the affirmative.
The Chairman stated the next question

to

be

Is it the opinion of the Committee, that the Charter of the New
England Bank, in the City ot Boston, shall be declared forfeit and
void.
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On this question, the yeas and nays were taken, and it was decided in the negative by the following vote
:

Yeas.—Messrs. Cushing, Billings and Williams.
Nays.—Messrs. Sage, Loud, Webb, Sturgis, Lincoln, Dimmock, Russell, Carter, and Caldwell.

The same question being put, in the case of the City Bank, in
Boston, was decided in the same manner, by the votes of the same
gentlemen.
The same question being put, in the case of the State Bank, in
Boston, was decided in the affirmative, by the following vote
:

Yeas.—Messrs. Cushing, Sage, Billings,
Dimmock, and Caldwell.

Lincoln, William:

Nays.—Messrs. Webb, Loud, Sturgis, Russell, and Carter
The same question being put, in the case of the People’s Bank, in
Roxbury, was decided in the affirmative, by the following vote
:

Yeas.—Messrs. Cushing, Sage Billings, Williams, Dimmock,
and Caldwell.

Nays.—Messrs. Loud, Webb, Sturgis, Lincoln, Russell, and
Carter.
There being an equal division, the Chairman voted in the affirmative.

Voted, to adjourn until such time, as the Chairman shall have
prepared a Report, and shall call the Committee together.
JOHN S. TILER, Clerk
True copy —Attest, John S. Tyler, Clerk.

of Committee.

