
HOUSE... .No. 94.

House of Representatives February 24th, 1851,

Ordered, That the Committee on Banks and Banking, con-
sider the expediency of establishing a Board of Bank Commis-
sioners.

Also, To consider the expediency of requiring the Banks to
make more frequent returns.

Also, To consider the expediency of repealing so much of
chapter 35, section 36, of the Revised Statutes, as requires
Banks to loan money at five per cent, interest.

Also, To consider the expediency of amending the form of
Bank Returns.

Order for inquiry relating to the expediency of establishing
a Board of Bank Commissioners.

Also, To require Banks to make more frequent returns.
Of amending the form of Bank Returns, and repealing part

of 36th section of 35th chapter Revised Statutes as relates to
interest paid by State.

House of Representatives, February 24th, 1851.

Presented by Caleb Cushing. Referred to Committee on
Banks and Banking.
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2 [March,BANK COMMISSIONERS.

The Committee on Ranks and Ranking, to whom was com-
mitted the foregoing order, have attended to that duty, and
ask leave to

REPORT

on that portion of the order relating to the establishment of
a Board of Bank Commissioners.

The control of the currency is one of the most important
trusts of the State.

The establishment of banks with authority to issue bills as a
currency is a monopoly in its character, which belongs to the
Legislature to regulate and control.

Its object should be to secure to the public a currency abso-
lutely safe.

The policy of the State has been to pass such enactments as
will control and restrain banks in their action. As the science
of banking progresses, necessities will arise, from time to time,
to guard against the ingenuity of those who violate the laws.

The present mode of banking is supposed to be the settled
policy of the State ; the currency of which, since the adop-
tion of the Suffolk system, has been more uniform in value
than at any other period of our history.

The system of redemption, adopted by banks of New Eng-
land, is far the best of any in this country, giving a uniform
par value to all bills whether issued by the country or city
banks.

Some have an opinion that the action of the Suffolk system
is sufficient to control the action of banks, without any further
supervision by the State. We are confident the public cannot
rely upon the safety of a bank through any control which the Suf-
folk system has over it. As long as a bank redeems its cur-
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rency and keeps its account good with the Suffolk, so long its
credit is unimpaired. If it should have out a very large issue,
and the bank be otherwise in failing circumstances, theSuffolk is
generally the first to know the fact in season to secure itself,
and then, of course, refuse to redeem its bills.

The banking capital of Massachusetts is now $37,254,000.
6,648 of the stockholders are women, 2,623 are trustees and
guardians; besides insurance companies and institutions for
savings, the foregoing persons hold over twenty millions of the
capital, These persons have little or no control over this vast
amount of property. It, therefore, seems but just and proper
that the State should establish a Board of Commissioners, to
look after the interest which the public have in the mass of
corporate property, wielding such immense power in its opera-
tion, affecting the basis of all property as well as the rights of
the people.

The establishment of a board of Bank Commissioners will
be a great conservative power to restrain banks from improper
acts.

From the fact, that one bank has been found the past year, the
further progress of which the commissioners deemed hazardous
to the public, and that abuses have been discovered in other
institutions, it is manifest that the action of the commissioners
has had a tendency to correct and to save them from bank-
ruptcy, and the public from loss.

The object of having a standing Board of Commissioners
to examine all new banks, with those which obtain increases
of capital within the year, also to thoroughly examine all the
banks in the State once in two years, is, in our opinion, of vital
importance to the people; insuring a more steady administra-
tion of the banks, with a controlling power over the currency,
giving the public more confidence in the stability of the bank-
ing system, and the safety as well as security of the property
in which the people have so great an interest.

With these suggestions your committeerecommend the estab-
lishment of a permanent Board of Bank Commissioners, and
accordingly report a Bill.

For the committee,

CALEB STETSON.
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/

AN ACT
Establishing a Board of Bank Commissioners.

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

1 Sect. 1. There shall be appointed by the governor,
2 with advice of council, on or before the first day of
3 June next, three persons, to be styled bank commis-
si sioners, who shall exercise the powers, and perform
5 the duties hereinafter specified, for the term of three
6 years, and until their successors are appointed and
7 qualified: provided, however, that the first named of
8 said commissioners shall go out of office at the end of
9 one year, and the next named go out at the end of

10 two years, and the third person named, at the end
11 of three years, and so on in rotation afterward, each
12 commissioner at the end of three years ; hut any per-
-13 son, going out of office, may be reappointed: and

In the Year One Thousand Eight Hundred and Fifty-
One.
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14 provided, further, that the governor, with advice of
15 council, may at any time remove from office any or
16 all of said commissioners, and fill all vacancies.

1 Sect. 2. Said commissioners, or some one of them,
2 at least once in every two years, and as much oftener
3 as they may deem expedient, shall visit every bank
4 and provident institution for savings, which has been
5 or may be incorporated by authority of this Common-
-6 wealth, and shall have free access to their vaults,
7 books, and papers, and shall thoroughly inspect and
8 examine all the affairs of said corporations, and make
9 any and all such inquiries as may be necessary to as-

10 certain the condition of said corporations, and their
11 ability to fulfil all the engagements made by them,
12 and whether they have complied with the provisions
13 of law applicable to their transactions : and provided,
14 further, said commissioners shall examine all banks
15 within the first year after they go into operation;
16 also, all banks which shall receive acts to increase
17 their capital stock.
18 Said commissioners shall examine, every year, as
19 nearly one half of all the institutions under their
20 charge, as they may be able to do.

1 Sect. 3. Said commissioners, or either of them, may
2 summon, and examine under oath, all directors, officers,
3 or agents of said corporations, and such other wit-
-4 nesses as they may think proper, in relation to the
5 affairs, transactions, and condition of said corpora-
-6 tions ; and any such director, officer, agent, or other
7 person, who shall refuse, without justifiable cause, to
8 appear and testify, when thereto required as aforesaid,
9 or who shall obstruct, in any wav, any commissioner

10 in the discharge of his duty, as prescribed in this act,
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11 shall, on conviction, be subject to a fine not exceed-
-12 ing one thousand dollars, or imprisonment for a term
13 not exceeding one year.

1 Sect. 4. In addition to the examination herein
2 provided for, if any number of persons, of five or more,
3 who shall be officers, stockholders, or creditors of any
4 bank or institution for savings, shall make and sign a
5 certificate, with reasons set forth, directed to the
6 commissioners, requesting them to examine any bank
7 or institution for savings which may be designated by
8 them, it shall be the duty of said commissioners to
9 proceed forthwith, and make a full investigation of

10 the affairs of such corporation, in the manner herein-
-11 before provided.

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

10 they may apply to some one of the justices of the su-
-11 premc judicial court to issue an injunction to restrain
12 such corporation, in whole or in part, from further
13 proceeding with its business, until a hearing of the
14 said corporation can be had; and said justice shall
15 forthwith issue such process, and, after a full hearing
16 of said corporation upon the matters aforesaid, may
17 dissolve or modify said injunction, or make the same
18 perpetual, and make such orders and decrees, to sus-

-19 pend, restrain, or prohibit the further prosecuting of
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20 the business of such corporation, as may be needful
21 in the premises, according to the course of chancery
22 proceedings, and, at his discretion, may appoint agents
23 or receivers to take possession of the property and
24 effects of the corporation, subject to such rules and
25 orders as may, from time to time, be prescribed by
26 the supreme judicial court, or any justice thereof, in
27 vacation; and said commissioners shall have power
28 to appoint a clerk of their board, prescribe his duties,
29 and fix his compensation, whenever the public good
30 may, in their opinion, demand such appointment.

1 Sect. 6. Said commissioners, in the month of De-
-2 cember, annually, shall make a report to the secretary
3 of the Commonwealth, of the general conduct and
4 conditions of the corporations visited by them, making
5 such suggestions as shall by them be deemed expedi-
-6 ent; and if any of said corporations shall, in the
7 opinion of the committee, be found at any time to
8 have violated any law of this Commonwealth, they
9 shall forthwith make a special report on the subject

10 of such violation, containing such statements and re-
-11 marks as they may deem expedient, to the secretary
12 of the Commonwealth, who shall give notice of the
13 same to the attorney general, who shall at once pros-
-14 ecute the same in behalf of the State; and the report
15 of the commissioners shall be printed, and laid before
16 the Legislature at their next session.

1 Sect. 7. Before entering on the duties of their
2 office, said commissioners shall severally make oath
3 before some justice of a court of record, or before any
4 two justices of the peace within this Commonwealth,
5 a certified copy of which shall be returned, within
6 thirty days, to the office of the secretary of the Com-
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7 monwealth, that they will faithfully and impartially
8 discharge and perform all the duties incumbent upon
9 them in their said office, agreeable to the constitution

10 and laws of this Commonwealth, and according to
11 their best abilities and understanding.

1 Sect. 8. No bank commissioner shall be indebted,
2 either as principal, surety, or endorser, at any bank
3 within this Commonwealth.

1 Sect. 9. Each of said commissioners shall receive,
2 as compensation for his services, five dollars for each
3 and every day employed by them, and at the rate of
4 one dollar for every ten miles travel, in the perform-
-5 ance of the duties prescribed by this act, and the gov-
-6 ernor is hereby authorized to draw his warrants on
7 the treasury therefor.

1 Sect. 10. This act shall take effect from and after
2 the first day of June next.


