i Notwithstanding the paymentsfon-itheidebt of the tate,"upto &
® the 1st day ofi October, 1858, amounted’ to $2,146,484:36, namely; &
£ $932,790 03 on account of bonds ‘issued to and sold>by. ¢“The Bank !
of the State of 'Arkansas,’2 and $1,213,694 33, on ‘account of* bonds
issued ‘to and sold byi‘sThe Real Estate?Bank of the State of Arsid
kansns,’% there still ‘remained,”on the 1st:day’” of October, 1858, a
liability of the! State, on” account of bondsisold byithe Real® Estats #¢ §
Bank, amounting, with the unpaid‘interest on them, to'$1,815,307 77"'_"_%1}'
=

and also a liability'on ‘account of, the’Bank:of . the State of 'Arkauaaéf

&% Tho 'assets of the RealiEstate Bank andithe lands‘mortgaged by

¢ stockholders, if honestlyand “prudently: managed“and applied, will
£ be more than i iabili (

any-pogsibility;~bereleased, or 'the “securi
Bolders in any manner jeopardized S SESHEISEUEE R AT d 3
p#% The only debt of tho State without adequate means to pay it i
& of the State Bank, whizh,"after deducting assets which will probably &
& be collected, amounted on the 1st day: of. October, 1858, to a{)qut ong
million ‘one bundred thousand 'dollars. & This" debt is composed” of -
$616,000 of principal ‘not" due, and the'interest’ due”and; unpaid.” &
‘Elsewhere in this communication the affairs of the banks are referred S5+
2 t0 more in detail, Bo x85 » e '-"-*'--:--'@-'h"c@"‘j--_“--"“?*&«:"‘{.‘:{‘?; * iyl hd i 7
‘-iIfx the year 1836 #¢The Bank of thé_, State of Arkansas 2. was created, e
=% One thousand six per cent.’and one hundred and sixty-nine five per<t
cent. bonds of' this State, each for $1,000; were issued to and sold by %5
B !‘The Bank of the State of Arkansas,”” to obtain banking capital,
¢ By the report of the auditor you will see that the whole number of
& these bonds redeemed, cancelled, dnd filed with the State treasurer,
8 up to the 1st day of October, 1858} was five hundred and fifty-taree,
. 8nd that the interest on the bonds, When redeemed; amounted-in' the .*
‘aggregate to $372,174 85; and ‘to, this should be added $7,615 68
#ic for interestipaid at the United Stdtes treasury, out of funds of. the'
-Blate, on bonds issued to and sold byuthis bank, and then the interest -
- paid:will be shown to be $379,790:53, making, with the principal of =
‘the five hundred and fifty-three redéemed’bonds, $932,790 03, paid ¢
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Report of the accounlants of the State Bank of Arkansas, made lo the
Governur in pursuance of law.,

His Excellency Evias N. Conway,
Governor of the State of Arkonsas :

Sin: That you might carry into effect the intentions of the legisla-
ture, as expressed in the act of January 15,1857, ‘“ toaid in ascertaining
aud recovering assets of the Bauk of the Btate of Arkansas,”’ you di-
rected us to make the necessary investigations and report to you at the
earlivst dny possible.

As soon as might be we entered on this duty, but a very little time
served to show that it was not one easily performed. Mr. John H,
Crease, who was more intimately acquainted with the concerns of the
bauk than any other man living, having been cashier of the principal
oifice duering the whole of its business existence, and financinl receiver
fur the first two years after the act of liquidation was passed, was, in
the autumn of 1856, requested by you ** to examine tLu books of the
State Bank and its branches with & view to their final adjustment, and
for the more immediate purpose of exhibiting to the legisluture, (at the
session to commence on the 3d of November then ensuing,) a statement
of' the ussets to be collected.”” He reported to you, under date of October
21, that he found everything in coufusion, and that the performanoe
of auch a duty as had been assigned to him must necessarily be ‘‘a
work of time."’

A very little investigation confirmed the correctness of this state-
ment. We found the accounts of the bank and its branches, extending
through a period of twenty years, scattered through more than a hun-
dred volumes, shout eiqhty of which were folivs ; 1u addition to which
there was about a cart load of papers, many of which were unassorted
and unarranged,

At first glance it might seem that a certain number of clerks might,
if due time were allowed them, go throngh the labor; but further
inauniry served to show that even with such aid it would be impossible
to bring the accounts into exact book-keeping order. Volumiuous
though the records be, they are in many respects defective,  After the
act of liquidation weat into effect, as is stated by Mr. J. M. Rosa, no
regular lmnlm were kept up at the branches, In 1850-'61, Governor
Roune, speaking of some of the officers, snid :  ** The evidence of their
incompetence wonld appear (among other things) from their inability
8o to keep their books as to exhibit the traneactions of the bank.”
Mr. G. \{'uhington Patrick, who was, in 1848, appointed to examine
the bank and ita several branches, said that he found *‘ the afinirs of
the brauch at the Post of Arkansas in auch a peculiar state, that he
was almost deterred from pursuing his examinations any further, the
books nnd papers being kept in such a state that they were not only
obscure but w oll{ inexplicable,"’

Nor was thin all. In one instance the records were \:rposol{ de-
faced and destroyed. This appears from a letter of October 28, 1841,
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I had in contemplation wounld certainly require not less than six
mounths, and would be a very arduons jub."’

A preliminary investigation showing enfficiently the state of the
accounts, our efforts were, in conjunction with those of Mr, Wilson, the
financial receiver, and Mr. McConnaughey, the land attorney and State
collector, directed, in the first place, to see what could be saved {or the
State. Through the measures that have been taken nnd that will be
taken, something will be realized from assets that wounld otherwise
have been entirely lost, but to what amount cannot now be told,

Mr. McConnnughey nddrersed a circular to the clerks of the circuit
courts in the different counties, requesting them to state the exact
condition of the snits in whicn the Bank of the State was a party.
Bome of them have given the desired information; others have not.
One of them, the clerk of the Pulaski circuit court, found the investi-
gation so tedious that it took him nearly a year to complete it.

The previous labors of Mr. Crease afforded great aid in sdjusting
the accounts of the three late financial receivers, John M. Ross, esq.,
Peter T. Crutchfield, esq., and James F. Fagan, esq. The aggregate
of the collections made Ly these gentlemen from the debtors to the
hank was hetween four and five hundred thousand dollars ; but this
embraced but a part of their transactions. Their exchanges of conpons
for bonds, and the Real Estate Bank bonds for State Bank bonds,
together with their statements of bonda and coupons surrendered to the
treasur°r, and of bank notes cancelled and burned, swelled the total
of their accounts to eight millions.  All these had to be carefully ex-
amined, ax in each of these transactions there was a liability to error.
It ix & satisfaction to state that none of any moment was discovered,

We also prepared acconnta current of the different attorneys : M.
W. Dorriss, T. N, Byers, W, C. Bevans, Jonas M, Tebetts, F, A,
James, M, L. Bell, aud D, W, Carroll, ¢sqs. The returns of the
amounts collected by them from different debtors to the bank, many
of which Mr. Crease could not find on record, were fonnd on file ; thus
affording the meanr of adjusting the accounts both of the attorneys and
of the individuals from whom they made their colleetions,

After all that ean be done the State will be found involved in debt
to the amonnt of a million or more, on account of bunds sl conpons
issued for the benefit of the Bank of the State ; and it is proper that
the people should know how the debt has been incurred.

In the yeara 1835 and 1836 a bank mania pervaded the Union, and
the adoption of a State government by Arkansas appears to have been
hastened that an opportunity might thereby be aﬂ'urllod for establishing
banks for ixsue, bne article of the conxtitution was, literally :

“The general assembly may ineorjorate one State Baunk, with such
amount of capital as may be deemed neceexary, and such number of
hranches as may be required for the public convenience, which shall
become the repository of the funds belonging to or under the control
of the State ; and shall be required to loan them out throughout the
State. and in each county in proportion to representation.  And thev
shall further have power to incorporate one other bauking institution,
caleulated to aid and ?romnto the great agricultural interests of the
country ; and the faith and credit of the State may be pledged to raixe
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the funds necessary to carry into operation the two banks herein
specified : Z’rovided such security can be given by the individual
stockholders was will guarantee the State against loss or injury."

On the 12th of September, 1836, the first general assembly com-
menced its vession at Litt'e Rock, and on the 14th, on the motion of
Mr. Ringgold, a resolution was adopted, ‘‘that & joint committee,
consisting uf three on the part of the senate, to act in conjunction with
gix on the part of the house of representatives, be appointed to take
int. consideration all matter in connexion with baaking, and report
by bill orotherwise,"’

ually prompt was the action in the house, On the same da
Mr, Caldwell gave notice that he would, on the fullowing day, as
leave to introduce a bill, to be entitled ““ An act to es'ablish tl:
State Bank of Arkansas.”’

On the 15th the HHouse concurred in the resolution of the Senate.
Messrs. Ringgold, Furguson, snd McCamy, were appointed mewbers
of the committee on the part of the senate, and Messrs. Davies, Cald-
hwell, Dickinson, Bmith, Lasater, and Drennen, on the part of the

ouse.

On the 4th of October, Mr. Ringgold, ns chairman of the committee,
made a report in which he recommended the establishment of both the
Bauk of the State and the Real Estate Bank. As the foundation of a
policy which involved the State and the people in inextricable embar-
rassments, this report must be given at length.

“The joint committee, to whom was referred the subject of banking,
beg leave to subwmit to the legislature a few brief considerations on the
aquect of banking, in support of the charters as reported by the com-
mittee.

“The committee having estimated the beneficial effects of the desired
institutions upon the great interests of agriculture, manufactures, and
commerce, and, in fact, upon the common prosperity of all classes of
the community, urge the policy of passing the charters as reported,
being every way conducive to the hrnn‘writy of our new Btate.

“8outh Carolina, Georgia, aud Alabama, have created banks upon
their faith and public funds, for the supply of revenue, and success
has attended these institutions through a long course of years; and
they Liave renlized the great advantages anticipated, and largely con-
tributed to their prosperity.  Why not Arkansas improve her effective
means and productive prerogative, for the common benefit and accum-
wo.. tion ?

“The privilege of bauking is certainly of infinife value, and it is
doubtless susceptible of vast improvement, as well in regard to reve-
nue as to the convenience of the people. As regards the expediency
of the muasure, it might be mmfct:ws{‘ul'\{| contendeﬁ that with tho means
derived from the general government, by the distribution of the surplus
revenue from the several States, the five per centum on the sales of

ublic lands, the funds which will arise from tho sales of the seminary
rlndn, and other resources, with a limited portion of the public credit,
en smount of income might be derived to meet the whole expenditures
of government in & few years, without resorting to other financial

11. Ex. Doc. 11212
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operations, it for such objects of internal improvement as the State
might thiuk best or deem necessary.

“ The charter of the Btate Bauk pledges the faith of the State for
one million dollars; and it has been the policy of other Btates to
procure means from forcign capitalists ; and little doubt remains but
the preseot time in esteemed to be the most auspicivus for such a pur-
pose, as il is believed that the State could borrow any desirable amount
of eapitnl nt an annusl charge of five per centum, if not upon better
terms. The cupital being loaned at eight per centum per annum,
being three per centum in favor of the Btate, added to a banking privi-
lege of issuing three for one on the actual ;apital 8o vested, will produce
an nccumulation sufficient to redeem the whole in less than twenty

ears.

T As a correct test of an adequate supply of circulating medinm,
properly proportionate to the demand of industry and commerce in
cvery civilized gociety, we muy assume it as a principle applicable to
all stages of society, that the nctive capital of a country shonld bear a
fair and rensonuble proportion to that which is fixed and permanent ;
and whenever real estate is converted into active capital at a fair valu-
ation, and money can be obtained readily, at & reasonable rate of
interest, on seenre mortgages of real cstate, that country is makin

rapid alvances in & commercial aud agrienltural point of view ; an

without banking facilities such cannot be the case., And Arkansas,
shouldl we not charter the banks asked for, will be at least twenty-
five years behind where she would be if a liberal policy is extended
by the present legislature. The productive classes of the community
are the ones engaged in agrienlture, Afford them no means by loans
secnured by mortgages on real extate, and the operations of productive
industry are thus impeded by withholding that capital which would
contribute to their prosperity. Such institutions would intuse new
vigor into the industry of our State, animate the drooping energies of
those who are engaged in the cultivation, [of the soil,] and open a
large field for the profitable employment of the capital of the country.

“The institutions proposed by the committee, it passed into a law,
would give a new dircction as well as a new impulse to industry, and
prove the means of augmenting the State revenne by opening and
mproving lands which would otherwise remain idle for years.

“ There in no class who would not be benefitted, either directly or
indirectly, by the introduction and discreet extension of banking
institutions, as reported by the committee,  All writers on political
economy strongly mlp‘mrt the position that, where a scarcity of circu-
Inting medinm prevails industry cannot be carried on ; for thoke who
have xolid property find it diflicult to turn any commodity into money,
and all eneigy and improvement ceases ; for want of means to stimu-
Inte the man he is content to live only, not improve,

““T'here i no view of the xubject, as regardn the State Bank charter,
but what is the reault of infinite value to the Btate, It will, in the
first pinee, control our circulating medium, and give par value to our
serip in w xhort time ; it will add grear facilities to the community at
large, und make a safe depository tor all the resourcus of the Btate,




e - — = —

CONDITION OF THE BANKS, 179

and give us credit abroad ; it will yield to the Btate, when in full
operation, a sum ol less than fifty thowsand dollars per annum.

*“ All these things rruperly cunsidered will, in the opinion of the
committee, do away all these idle prejudices so commonly entertsined
agsinst banking institutions, without any assignable reasons, other
than those founded on want of sufficient information as regarda their
beneficial effects.’’

This argumentation, apecious as it waa in the eyen of its authors,
and in the eyes of many of those to whom it was addressed, procecded
throughout on wrong principles,

L. ﬁ'he authors of the report committed the common error of
confounding want of capital with want of currency. The people of
Arkansas were then in great want of capital, as they are now, and as
they will continue to till the resources of the State are fully
developed ; but then, as now, they required but little circulating
medium, because then, as now, they had but few things 1o circulate,
11 three millions in gold and silver coin had been thrown into circula-
tion among them it would all, but the small portion necessary for
current use, have left the State in exchange for articles the people
wanted more than gold and silver, The like result would have llnl-
lowed if three millious in the notes of the best banks in the country
had been thrown into circnlation among them, Where, owing to the
fewness of the commodities to be circulated, the permanent demand
for circulating medium is small, the permanent supply will be small
also, provided the circulating medium be of sound churacter.

2, It ix desirable that ¢ the active capital of a country should bear
a fair proportion to that which ix fixed and permanent,”” but circulating
medium, when it exists in the form of promises to pay, is not circu-
lating capital, but circulating debt, Through the agency of banks,
suck circulating medinm can be easily cre... ; and to any extent
desired,  But circulating capital can be crenrew ¢ |- by industry
and cconomy. It cannot e suddenly spoken i .10 existence b,
of axsembly.

3. Real vmiate becomes ¢ active capital’’ the moment that it yiclds an
income in form of either rent or produce. But wild lands which yicld
no income are w poor foundation for bank stock. And oaly the nt
revenue of improved estates can be applied to the paymeut of debty
dne to banks, aud conxequently to the support of their current credits.

4. Even on the supposition that paper money baunking is theorcti-
cally correct, there i no room for auch banks except where the people
have money to depoxit, or commercial nutes of short dates to or"ur for
diseotiat.  Inoorder to keep at the par notes they issue, banks have to
redeem the whoie amount unce in sixty or ninety days, on an average,
cither by receiving them in payment of notes discounted, or by giving

wr Touds tor them. The daily carrent that Hows into & bank must

equal to the daily current that flows out, in order that it may pre-
serve its credit,  All the operations of a bank, or st lvast all that
exceed the amount of its buna fids capital actually paid in, must be con-
fined to notes based on real trunsactivns, and haviog but » few montha to
run. Loans for such short terma are of little or no use in an agricul-
tural community. 1f a farmer or planter wishes to borrow, he wishes
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to borrow for at least a year. The like is true of most merchants in
newly settled countries. According to Adam Bmith, the credits
which Eoglish merchants used to grant to American merchants,
previous to the revolutionary war, were usually from two to three
Vears.

" 5. If a bank make long loans, as all it can then lend will be but
little more than its real capital actually paid in, all it receives in the
way of discount will not be equal to the common interest of money
ln({ the expenses of management.

6. Bo far from issuing ‘‘three to one,”” the banks of the United
States do not, on an average, issue one to three on the amount of
capital paid in.

7. If, by ‘“the banking privilege of issuing three to one,’’ the
committee did not mean notes for circulation, but the aggregate of
investments supposed to yield income, here too they erred. The
aggregate of such investments, taking the banks throughout the Union,
i8 nt%ittle more than two for one in the paid up capital.

8. Bo far from issuing notes in the proportion of three to one on
the capital paid in, prudemt bankers do not think it fit to issue more
than three to onme of the specie actually on hand. The laws of
Louisiana require the banks of that State to have at all times on haud
gn amount of specie equal to one-third of both their circulation and

cposits.

9. The committee erred grossly in supposing that without banks
there can be no lending on bond and mortgage. ILong before banks
were established in any part of the country, this was the favorite
mode of lending. And, even to this day, but a small portion of the
loans on bond and mortgage are made through the instrumentality of
the banks.

10. Of all kinds of banks those operating exclusively in government
funds are the worst. It is the interest of the managers of such
institutions to get as much out of them as they can for themsclves
and their favorites. Preventing losses to the Btate is a secondary con-
cern. Two of the banks that the committee set forth as examples,
the State Bank of Alabama and the State Bank of Georgia, have gone
to destruction. The true condition of the third, the Bank of the
Btate of South Carolina, cannot be known till the time comes for
winding it up.

The principles laid down by the committee were, however, received
without examination, and in accordance therewith a bill was brought
in to establish a bank with a cs‘;ital of one million of dollars, to be
raised by a sale of the bonds of the State, to which million should be
added the State’s share of the surplus revenue of the United States, the
five per centum derived from the sale of the public land, the seminary
and raline fund, and all the other funds of the State.

At this very time the general assembly had before it a report from
Charles P, Bertrand, the treasurer, stating that the seminary fund
amounted to 1,965 11, of which the amount of $1,807 22 had been
lent,  But that, ¢ finding it impossible in most cases to collect even
the interest,”’” he had deemed it expedient to renew the notes for both
principal and fnterest, making them payable in twelve months, and
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bearing interest from date. With this fact auring them in the face,
the general assembly resolved to lend not only all the money the Btate
then possessed, or might thercafter possess, but all the money it might
be able to borrow.

On the 18th of October this bill, so fraught with woe to the Btate
and to the people, was guaed in the senate by avote of 13 to 3. The

eas were Mersrs. Ball, Clark, Ferguson, 1ill, 1zard, McCamy, McKean,
cLain, Ringgold,Smith, Baunders, Thornton, and Williamson. The
nays were Mesars, Brown, Kuykendall, and B, C. Roane. In the
g.ouse it was passed on the 20th of the same month without a formal
ivision,

On November the second the bill was approved by the governor, and
on the same day Jacob Browu was elected president of the principal
bank at Little Rock, and Messrs, 8amuel M. Rutherford, Edward Cross,
Wood Tucker, John McLain, William B, Wait, James DeBaun, David
G. Eller, David Fulton, William Kield, Richard C. Byrd, Elijah A.
Moore, and Chester Ashley were chosen directors,

David W. Lowe was elected prcsident of the branch at Batesville,
and Danicl J, Chapman, John Miller, Williem More, Charles H. Pel-
ham, John Robinson, J. Anthony, Robert Smith, Lawson Henderson,
and Joseph Egner were made directors,

James McKissick was elected president of the branch at Fayette-
ville, and William T. Larrimore, Lodowick Brodie, James Byrnside,
William Skelton, Alfred Wallace, Maurice Wright, John Henry,
Alfred Henderson, and Philemon Williamson were chosen directors.

‘When this general assembly commenced its session the debt of the
State was less than nine thousand dullars, (33,694 !!Bi.? Before it
adjourned it passed acts to involve the State aud the people in debt to
the amount of three million and forty thousand dollars, namely: One
million to establish the Btata Bank, two millions for the benefit of the
Real Lstate Bank, and forty thousand dollars to pay the current
expenses of the State government.

n the 10th of November, 1838, the directors at Little Rock held
their first meeting, and rcsolved to request the governor to have the
bonds dated January 1, 1837, On the same day they appointed a
committee of correspondence to open a negotiation witﬁ foreign capi-
taliats for the disposal ot the honds; and requested the vresident to
ascertain from the Secretary of the Treasuryof the United Btates on what
%c;nl'l‘itinns the deposits ot the public money could bo obtained for the

n L]

On the 12th of January, 1837, inatructions were given to R. C, Byrd
to contract for the engraving of suitable bank note plates,

Every effort was thus made to bring the hunk into operation at the
carliest day possible. But, owing to the state of the times, it was found
impracticable to negotiate any large amount of honds hearing only
five per cent. intereat. In the spring of the year an arrangement was
catered into with the War Department for the sale of bonds to the
amount of $300,000, but before it conld be fully carried into effuct
the banks throughout the Union suspended wpecie payment, and
$100,000 was all that was realized during the year from that source,

This was vot the only disappointinent the directors were doviued to

. — . A ——
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suffer, The first installment of the United States revenue was due on
the first day of January. Early in February the treasurer of the
State (Mr. Woodruff) received two transfer drafts from the Secretary
of the Treasury of the United States, one for $45,683 83 on the Planter’s
Bank of Mississippi, and the other for $50,000 on the Agricultural
Bank of the same Btate. The first mentioned draft he exchanged with
the United Btates receiver at Little Rock for an equal amount of specie.
The latter, as he had no safe place in which to deposit the money, and
as there was no probability of the bank's going into operation for
several months, he deferred collecting untif the second installment
should fall due. On the 1st of April he reccived two other drafts for
the like amount on the same banks, and in about two wecks afterwards
he started for Natchez for the purpose of receiving payment of these
drafts, and also of the $50,000 due on the first installment,

He arrived at Natchez on the 23d of April, ¢ just at the commence-
ment of the run on the banks of Mississippi and Louisiana, when their
counters were constantly crowded during business hovrs with throngs
of traders and others, all clamorous for specie in exchange for the large
rell of notes which the eagerlg presented.’’

Both the banks made very fair promises, but Mr, Woodruff found
that if he made a peremptory demand for specie for the whole
amount of the drafts he would probably get nothing, He therefore
decmed it advisable to accept from the Planter’s Bank %ills of exchange
on New Orleans for $45,683 83, and to take from the Agricultural
Bank her guaranty to deliver at Little Rock on the 1st of July 100,000
in specie, free of risk and expense.

Proceeding to New Orleans, Mr. Woodruff presented the drafts
which he had obtained from the Planter's Bank and received specie
for them, which specie he brought with him to Little Rock.

In a few days after his return the newa canie of the suspension of
gpecie payment by both the Planter’s Bank and the Agricultural

ank. This induced Mr. Woodruff to pay & second visit to Natchez.
The cashier of the Agricultural Bank promised to do the best he
conld, but the promises were of so indefinite & nature that Mr, W,
could not confide in them, lle therefore extended his journey to
Washington City, and the Sceretary of the Treasury, as the best he
could do, gave him drafts on hanks in Cincinnati, Louisville and New
Orleans, in exchange for the drafta on the Agricultural Bank of Mis-
sissippi.

T Ethird instalment of the surplus revenue was due on the 1st of
July, und drafts were received for iton the Planter’s Bank for $50,000,
and on the Agricultural Bank for §45,683 83, Negotiations were
entered into with thexe inatitutions in hopes of prevailing on them to

y at leaat a part of these drafts in specie or in New Orleans paper;
E:t they both ll(!l\d"ll{ refuserld to pay in nnything but their own notes;
and such payment the Bank of the State of Arkansas was finally
obliged to accept.

As thero was no longer an apparent surplus, but a real deficit in
the United States Treasury, Congress, by a special act, relieved tho
Secretary of the Treasury from the obligation of making a deposit of
the fourth instalment with tho States,

—— i . —
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When the act was passed to establish the bank, it was confidently
expected that one million dollars would easily be raised by the sale of
bonds, and that $382,333 32 would be realized in specie or its equi-
valent from the Ntate's share of the surplus revenue of the United
States. Instead of a million, only one hundred thousand dollars
were obtained in exchange for bonds, and instead of $382,333 32 from
the United States surplus revenue, only $286,757 47. Of this last
amount only $91,167 G7 was in specie. The residue was in the notes
of the non-specie paying bauks of Ohio, Kentucky, Louiziana and
Mississippi.

The directors at Little Rock were not the men to be daunted by 1. fii-
oulties. On the 8th of August, 1837, they commenced discountiug.

At that time all the funds actually on hand were 90,000 in gold
and silver, and 66,000 in Ohio and Kentucky bank notes, But they
enlarged their ability to lend by the issue of post-notes payable twelve
months after date, and the treasurer, by agreeing to reccive such
notes for all public dues, made them the official money of the State,

This was an unfortunate proceeding. By it the bank stamped itself
at the very beginning as a non-specie paying institution, and (hereby
prevented itself from acquiring credit abroud. Aws a consequence,
even in the short period in which it actually paid specie, its notes were
never at & less discount than 8 or 10 per cent. in New Orleans, and
had not 8o much ns the honor of & quotation in the prices current of
New York and Philadelphia. It is true thau if the bank had confined
itself to insues of notes payable on demand, it could not huve made
loans and discounts beyond the amount of capital paidin, Bul ax we
shall see hereafter, even the contrivance of issning inconvertible paper
did not, after the bank was brought into full operation, enable it to
extend its loans and discounts much beyond the amount of its capital,
It failed to add sound credit to its capital, and thereby wux wuch re-
stricted in its operations,

In October and November exchange on the cast could not be pro-
cured at less than 8 to 10 per cent, premium, and specie hore a pre-
mium of 8 to 10 per cent. in ‘“current paper.” Aw this current
paper, consisting chicfly of Arkansas bank post-notes, wus the ollicial
monef' of the State, specie could not circulate concurrently with it,
This led to the iusue of “shinplaeters '’ by individuals and municipal
corporations,

special wewsion of the general assembly commenced at Little Rock
on the 5th of November, 1837, On the Tth there was laid befure the
Benate a report from Major Jacob Brown, the president of the State
Bank, accompanied by sundry documents, showing the diffienltios the
directors had encountered, and the extent of their operntiona,  From
these it appenred that the amount of capital paid in, up to November
6, 1837, was $413,106 29, and that it had been derived from the fol-
lowing sources;
ml“ or St“‘u l"lndullt.llt SR ARAANNNET B R R NP A R R RN RN AR RN '100|noo 00
United Stotes surplus revenue...... oo vsssninne 286,166 49
Five per cent, fund......., N Tvisies e LS P R R 26,725 00
Bemsinary finthicsessoes sevssssrosssnsesconns sersvsisase resesens see u8 30
Saline or salt apring fund.....cvvvnninniiinnin . 127 60
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Of the total, §216,725 consisted of specic and United States treasury
drafts, and $196,381 29 of the paper of non-specie paying bauks in
Ohio, Kentucky, Louisiana and Mississippi. As was observed by the
committes on banks, in their report to the legislature in 1857: ‘“ One
of the objects professedly in view in establishing this bank was that of
supplying the State with & sound circulating medium, and it com-
raenoed operations by circulating the notes of distant and non-specie
Esyiug ranks, some of which proved to be ultimately worthless, and

y issue of its own, which, as they increased the mass of notes not
redecmable in specie, served still further to depreciate the currency
and increase the difficulty of resuming specie payments.”’

8o rapidly did the bank procced in ?ending, that it had on hand on
the 6th of November only $916 in the inconvertible paper of other
banks, and it had added to the inconvertible currency then in circula~
tion $91,255 in its own paper, that being the amount of its post-notes
then in circulation, payable twelve months after date. Of notes of
its own payablo on demand it had issued only $8,310,

The money reccived from the Secretary of War, ($100,000,) having
been sot apart to establish the branches at Fayetteville and Batesville,
there remained for eapital of the principal bank, $313,105 29, on which
it had mado loans and discounts to the amount of $322,141 Y5,

The amount of specie and United States treasury warrants on hand
was considerable, being $180,033 14, independently of $31,000 due to
the branch at Batesville, and $150,000 specially deposited by one of
the disbursing officers of the United States,

On the 18th of November the joint committee on banks made
a report, through their chairman, Mr. Ferguson, in which they be-
stowed the highest commendation on the directors, and declared that
the bank had done great good to the people:

“The directors, 1n all their proceedings, have had an eye ringle
to the safety of the institution and the welfure of the State; basing
all their operations on such rules of prudence as wonld hazard neither
its safety nor its credit, and, at the same time, extend its menns to
the use wnd relief of the people. Commencing operations at u time
when other institutions were trembling on the verge ol dissolution,
when, from one end of the Union to the other, banks;which had stood
the shocks and revolutions of trade for more than a quarter of a cen-
tury, were compelled to suspend payment; wnd when all parts of the
country woere watching with an eyo of vigilance and suspicion the
movements of all banking institutions, it was a responxible as well as
an arduous duty for them to perform, To commence the bhusiness
of n new institution in & manner that would sustain its credit and
inepire confidence in its operations would have been n duty diilicult
for practiced financiers—it wax more 8o to men just commencing their
practical expericnce where the R{Htclll of finunce has had but fow
operations and is necossarily but little understood, 1t has been per-
formed, however, and yonr committee are prond to say the experiment
haa been suceeasful beyond the most sanguine expeetations of its
fricnds. A large portion of the people of the State, nnd particularly
in those acctions most oppressed by the recent change in the monetary
affairs of the country, have been relieved ; a currency ol our own has
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been provided in lien of that furnished by other States, much of which
was greatly depreciated ; and this without extending the circulation
of the bank to & point beyond half the amount of gold and silver on
hand; leaving the institution at this time prefmrad and ready to carry
out any course of policy which the gencral assembly may deem it
advisable to pursue.”’

The committee then proceeded ‘‘ to recommend the passage of an
act authorizing the governor tosign tl. bhonds of the State to the
amount of on2 million dollars, including those now on hand and unsold
by the bank, and to appoint an agent to proceed without delay to some
one of our enstern cities and effect a sale of them for eastern credits.
The time is believed to be favorable for negotiating such securities,
and the condition of the country and the best interests of the Btate, in
the opiriun of your committee, demand such a measure. In a country
like ours, where all the clements of wealth lie seattered in profusion
around us, and where it is in the power of the Btate to Lring them
into employment by the introduction of foreign capital, which alone
is wanted to start the springs of enterprise, it ia the duty of the legis-
lature to extend every facility in its power to effect it. Thongh it
may be considered by the over-cautions a hazard to infuse into great
masscs of the people that active spring which has made the United
States & powerful nation in the same time that other communities
have attained to the beginning of a name, yet experience has proven
all the best means of mankind are promoted by it. Wealth, happi-
ness, the comforts and blessings of life, intelligence, confidence at
home and respect abroad, are the consequences of its irresistible im-
pulses, and with us it requires but a aystem of liberal legislation
to atart it into action. The policy pursned by seversl of our young
sister Statcs fully sustaina the truth of this as«ertion, and their example
the people of this State, it is hoped, will be emulous to follow.”

As the banks of the Atlaatic States were then all in a stato of
suspension, the recommendation ot the commiitee was substantially
that the bonds of the Btate of Arkansas should be exchanged for the
paper of non-specie paying banks, Bringing foreign capital into tho
State would have been well, if' it had not been connected with such
a ** syatem of liberal legislation'’ as to multiply debt to many times
the amount of that capital.

In accordance with the recommendation of the committee, an act
wan passed (December 18) authorizing the issue of bonda to an amount
not exceeding one million dollars, at a rate of intercat not exceeding
six per cent.  As this act did not repeal that provision of the act for
establishing the bank which authorized the issue of bonds to the
amonnt of one million at a rate of interest not exceeding five per
cent,, the two acta takcu together authorized those concerned in the
institution to dispose of Btate honds to the amount of two millions,

On tho samo day a resolution was pnssed nuthorizing the directors
at Little Rock to issuc two hundred thousand dollars in post notes,
payable in twelve montha after date, and the directors of cach branch
to issue post notes, payable in twelve months after date, not exceeding
two dollars for one of capital paid into each branch, Previous to this,
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the issuing of post-notes was entirely unauthorized by if not in direct
contraventicn of law.

By another act, passed December 15, the legislature attempted to
extend still further the supposed advantages of the system by authoriz-
ing the establishment of a branch at the Post of Arkansas.

Before the close of the year, Major Jacob Brown resigned, because
the position he held in the bank was incompatible with his duties aa
an officer of the United States, and Major William Field was elected
President in his place.

On the 12th of January, 1838, the branch at Fayetteville com-
menced discounting. And on the same day Mr, Brodie submitted the
following resolution, which was unanimously adopted :

““ As the directors of this bank do not receive any compensation for
their attentions, and as they necessarily expend much time, labor, and
money in the management of sail bank, it is therefore resvlved, that
the cashier be authorized, and he is hereby instructed, to loan to the
said directors, or any one of them, at the usual rate of interest, on
the presentation of a note, with two securities, either of which is sup-
posed to ,u-ascan smple means to meet the demand, payable twelve
months after date, for any sum not exceeding the amount contem-
plated in the charter, to wit : the sum of ten thousand dollars, the loan
to be made in the usual issues, that is to say, in post-notes payable
twelve months after date, with a due proportion of such money as may
be made payable on demand. And be it further resolved, that said
directors, or cither of them, after having drawn money ax aforesaid,
shall have the privilege of renewing their notes as they hecome due,
until it shall be neccssary for the bank to call in all its debts, and no
one shall be permitted to borrow an additicnal sum after having drawn
as aforesaid, until all the former demnands shall have been satisfied ;
but nothing in the preceding resolution shall be so construed as to
authorize the cashier to Joan to any director an amount exceeding two
thousand dollars, without the consent of the directory at a regular
discount day,"

When it is considered that up to January, 1839, (a {oar after the
date of thix resolution,) this hranch was operating on a bare capital of
$110,000, the directors must be regarded as acting towards themselves
with great liberality, inasmuch as they resolved to lend to themselves
permanently the sum of $90,000, They also acted liberally towards
others, ax it is shown by their books that they discounted nearly all
the notes that were oftered,

On the 5th of February, the branch at Datesville commenced dis-
counting. Thus, in the early part of 1838, the mother bank and two
of its branches were in operation, and all on a capital of little more
than £400,000, a great part of which capital consisted originally of
the inconvertible paper of the banks of the neighboring States,

InJune and J u\|y, the loans and dizcounts of the bank and its two
branches amounted to $689,264, the circulation payable on demand to

7,785, and the post-notes, payable twelve monthx after date, to
241,043, Thoe specie on hand amounted to $241,923.

The moxt of the notes discounted had cight months to run. Rpecie

bore & premium as high, at times, ns 10 to 15 per cent., when esti-
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mated in the post-notes of the bank, which constituted the chief part
of the currency.

Not long after this, SAngnst 27, 1838, bonds to the amount of one
million dollars were sold to the North American Trust and Ranking
Company at New York, on such terms as placed $300,000 imme-
dintely at the command of the bank and its branches. The residue,
with an allowance for interest, was payable in nionthly installments,
commencing with the firat day of January, 1839, and ending with the
first day of February, 1840, -

According to a statement of November 5, 1838, the capital stock of
the principal bank at Little Rock, and the branches at Fayetteville
and Batesville, then paid up, amcunted to 81,363,105 24, the loans
and discounts to 763,737 22, the real estate to $10,743 53, and the
specie on hand to $316.045 76. There was due from the North
American Trust and Banking Company the sum of 671,667 27, and
from other banks, (including their notes on haad,) §72,944 70.

On the other hand, there was due for notes in circulation 8461,775,
and to depositors and other banks $143,906 57.

Of the circulation, only $83,840 was payvable on demand. The
residue, $377.935, consisted of post-notes not yet arrived at maturity,

The condition of the institution at this time was one of great
strength, and on the first day of January, 1839, the principal bank at
Little Rock and the branches at Fayetteville anl DBatesville com-
menced paying specie on all the noter they had then in cirenlation,
including post notes that were not due till twelve months after date.
The branch at the Post of Arkansas, which commenced discounting on
the 3d day of January, 1839, never issued post-notes,

At this sexsion, the legislatur:, by an act passed December 18, 1838,
made an effort to extend the supposed advantages of the xystem, by
authorizing the establishment of an additional branch at the town of
Washington, with a capital of $300,000, to be raised by sale of new
six percent. bonds, They alxo dirccted such of the five per cent. bonds
us remained undisposed of to be cancelled.

It is here to observed, that thongh the bank and itx three
branches all professed to pay apecie on demand, they resorted to such
means a8 were in their power to make that demand as Tight as possible,
The chief contrivance was that each branch (the branch at the Post
perhaps excepted) shounld pay out not its own notes but the notes of
some distant branch, ‘I have,”’ says Mr. Ringgold, the cashier of
the branch at Batesville, writing to Mr. Ball, the cashier of the branch
at Fayetteville, under date of February 12, 1839, “ received and paid
out in your paper, since January 1, some $10,000 or 812,000, and the
amount on hand at this time is small, (say $3,000.) Thix gives your
paper a circulation north and east, and I hope you wiil give ours a
circulation west, "’

At first the mother bank appeared reluctant to adopt thix policy,
but afterwards entered into it wo heartily that the circulating medinm
of Little Rock consisted chiefly of notes of the Fayetteville hranch,
They were receivable for bank debts, but were at a dixcount of' two
per cent, for specie, Thus while the bank and ita hranches ail pro-
tessed to pay specie on demand, they did not furnish a paper circula-

——
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tion convertible into specie, for they took care to circulate their notes
at such a distance from the place of issue that they could not readily
ba presented for payment.

f this to any one may seem an unworthy subterfuge, it is proper
to state that it is a common practice where the branch bank systemn
prevails. The great bank of the United Btates did not blush to adopt
it. And if rumor is to be believed, the banks of Virginia, North
Carolina, Tennessee, and some other Btates, still persist in it. For
example, a branch in the mountains of Virginia will give circulation
to the notes of a branch on the lu-bonrf, while the branch on the
sea-board will return the favor by giving circulation to the notes of
the branch in the mountains. This is the reason why exchunge at
New York on Virginia and North Carolina is at a greater discount
than oxchange on Bouth Carolina. The paper currencies of Virginia,
North Carolina, and Tennessee are, even in the best of times, not
convertible into specie, because the manufacturers of that currency
continue to circulate it where it cannot be easily presented for payment.

As already mentioned, the branch at Arkansas Post commenced
business on the 3d of January, 1839, Ou that day it discounted notes
to the amount of 60,950, all having twelve 1onths to run. In grant-
ing loans for such a long date it acted op the principles of a loan office
rather than of a bank ; and thur the directors, by the first step they
took, laid the foundation for future difficulties. Before the -‘rose of
the mouth they added $31,900 to these loans and discounts, none of
which were for less than six months,

Junuary 24 the president statcd that *‘ from the apparent difi..ulty
of obtaining a circulation of our paper at the present time he felt it
his duty to apprise the board that it would he necessary to restrict
the loans to a shorter period. That the loans for twelve months
should not exceed 100,000, including those taken by directors,
and that it would hereafter be nccessary to discriminate between ap-
plicants as well as counties,

January 31 the President made a still longer exhortation to the
board. In it he said, ¢ You will see by the statement just made that
our cirenlation is $64,000, Could we reasonably calculate on this
sum being in actual use, passing from hand to hand as a circulating
medium, it would afford me pleasure to recommend a continuance of’
the liberal policy herctofore observed in respect to discounts. But the
daily demand at our counter leads conclusively to the opinion that
not mere than §15,000 or §16,000 of that sum is in actual transit from
hand to hand, the remainder being held up in large sums for the pur-
pose of cailing on the bank for specie or eastern exchiange.”’

April 24, The president said, ““the embarrassment in the south
continues to increase daily, Moxt of the banks in Mississippi, which
had resumed specie payments in January last, have again suspended,
and others have come to tho alternative of issning post-notes, Also
some of the hanks in Lousiana, as I am credibly informed, are issuing
wout-notes to protect themeselves from the great demand for mpecie.

lio bunks in Arkansas have for some time back stopped discounting,
and s far as 1 can learn the demands npon them Eave been such as
considerably to diminish the specie fund, and greatly curtail the cir-
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culation. The statement of this bank, just read, shows to you that
the specie continues Fru:lm.lly to diminish without anything that may
be connidered a run.”’

Notwithstanding this, the directors took immediate measures for the
erection of a costly banking house.

May 30. The president said, *‘ Here, and in every part of the Btate
to which my information extends, there appears to be a great scarcity
of money; I am, however, happy to inform you that the situation of
the principal bank and branches is such as will enable them to meet
any crisis or emergency that may or can possibly happen. = * *
In consequence of the protest of bLills of exchange belonging to this
bank in New Orleans, our resources are not so great at this time as
we had good rearon to expect they would be. I am also afraid that
the great scarcity of money will cause many of these persons who ob-
tained discounts on notes payable at maturity to ask for a renewal or
further extension of time to pay them.”

October 31. The branch resolved to suspead specie payments,

Such is briefly the history of the only cffice of the bank of the State
of Arkansas that commenced operations with a bona payment of
specie. In less than 9 months it finished its course, use it, from
the very beginning, proceeded on false principles.

The history of the mother bank of Little Rock and of the branches
at Fayetteville and Batesville was very similar to that of the branch
at the Post of Arkansas.

On the 27th of February it was ordered by the board at the prin-
cifpal bank that persons obt :1ing discounts should receive the notes
of the branches, ‘“and such other funds as we may have to spare.”’

February 23, we read that ‘‘ the é:md the bank is at 8 to 10 per
cent. discount at New Orleans.”’ & character had the bank
get 'y commencing operations by the issue of post-notes, thut the
8sa n ption of specie payments could not establish its credit.

s:wv 17, *“Our hanks all pay specie, but it is at their own counters,
s 1he expense of . lecting from the Fayetteville branch, which
sup|iirs most of the ¢.. ulation, is 2 per cent,”

Bey' :mber 4. For the last six or cight months a run on the banks,
“There is great distress in this part of the country.”

V/h.u the bank at Little Rock assumed specie payments, Junuary
1, 1949 itx circulation amounted to 2214,900, anl its specie to
$131,30%,  When it suspended specie payments, November 1, 1839,
its circulation was reduced to 843,420, and its specie to 876,678 17.

2t the time the oank and its branches suspended apecic payments
(Noveml:or, 1839,) they had, on a capital paid in of §1,501,08%, out-
star.ding loans and discounts of the emount of $1,644,617. Thus the
loans and diacor.nts exceeded the capital in the sum of only 843,629,
This was very aiferent from what the founders of the system had
expected, They supposed that, ‘“ through the banking privilege of
issuing three toone,”” a million of capital borrowed from abroad would
pertform at homz the functions of three or four millions,

At this time the circulation of the bank and its branches amounted
to $301,310, and the specie in their vaults to $264,100, As the notes
in circulation exceeded the gold and silver on haud in the sum of only
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$37,210, there was no imnmediate necessity for suspending specie pay-
ment, There were, to be sure, on the books, ““ deposits’’ to the amount
of §162,717, but only a portion of these were payable on demand.
They conxisted chiefly of part payments by debtors of the bank. What
was cwing by banks in other States, ($142,945,) and the notes of other
banks on haud, ($39,213,) were more than a counterpoise tor what
was demanded by depositors, and for the amount in which the notes
in circulation exceeded the specie on hand. The immediate 'neans of’
the bank und its branches amounted to $469,949, while the immediate
liabilitivs could hardly have amonnted to $400,000.

Ax in the case of tiie Real Estate Bank, so in the car: of the State
Band, the suspension of specie payments was brought about, not by
necessity, but by policy. Tle beok and its branches might all have
continued to pay their notes on demand, bnt by so doing they would
have put it out of their power to make new discounts, and perha
have made it necessary to insist on prompt payment ot ** curtail and
interest’” on old discounts. This weuld have exposed even the
directors themselves to great irconveniences. *‘ The people wanted
relief,”” and among the people none more than the directors themselves,
They therefore determined to suspend specie payments.

December 5, 1834, the board at the Post of Kr{anm ““ resolved, that
tho resolution o) the 4th of Aprii last, suspending discounts by this
board, be sud the same is hereby rescinded.”’

The latter part of 1839 and the ™ zinning of 1840 were marked
with new troubles, News was received vaat the North American Trust
and Baunking Company had dishonored the drafts of the branchee at
Fayctteville, Batesville, and the Post of Arkansas. The Trust Com-
pary wished & delay of twelve months on $200,000, which it owed to
the “‘tate Bank and branches, or, it this proposition sl -mld not be
acceded to, it offered to return bonds of the State which it still held
to the amount of 260,000, Major Field went to New York as agent
of the State Bank, and suceeaded, though not without some difiicuity,
in muking some arrangement with the Trust Company.

Junnury 2, 1840, we read in the records of the P’ost branch, ¢ our
bills of exchinnge that we have purchased, payable at New Orleans,
have nearly all eome back under protest.”

As the year sdvanced, trouble thickened, In September news was
received that the funds of this branch in the Philadelphia bYank, some
four thows sl dollars, had been attached by Riggs & Co., of that city
Thix cansed Mr, Luther Chase, the caxhier, to address to that honse
o letter, in voaich he said, “* the suspension of the State Bank and
branchex in 1835 wus not a mensure of necessity on their part, but one
of prudence. By suspending, they were ensbled to render to our
merchunts and citizens generally, to a limited extent, the indulgence
and tacilition so much ueeded by them in consequence of the sudden
fall in the pice of our exports.”

In November, news way received that the North American Trust
?ml ll!uukm;.: Company had again dishonored the checks of the Post

wanch,

The mother Lank had also s difouicies to comend with, Thus
wo rewd, under date of Jannary 27, 1841, in reference to the collection
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of debts, *“In all undisputed cases jud%meut is obtained in six months,
but by incurring heavy expensvs and gelting the co operalion of the
eheriff payment can be delayed twelve months.”’

Under date of February 12 we find it on record - ** We do not pay
out our own notes, which are consequently  .ce. But current
Arkansas paper is abundant, and the character of all is estimated
alike at New Urleans, where the quotation is 25 per cent. discount.”’

It is well worthy of remark that at the very time in which the
banks of Arkansas were in this woful 'Flight, the bonds of the State
stood high in the Londun market. This appears from a letter of
Frederick Huth & Co., of that city, under date of October 6, 1840,
addressed to the treasurer of the State, vig :

¢ For the sake of regularity, we beg to inform you by the present,
that Colonel James Murray, acting in behalf of the Arkansus banks,
(or rather of Beers & Co.,) has made payable at our «flice the prin-
cipal end interest of the following bonds of the State of Arkansas, to-
wit: [Here follows a description of the bonds, amounting in all to
$656,000,] on which the half-yearly dividend amounts to 219,800 ;
which we have to pay here on the 1st of January aud 1st of July of
every year.

¢ The last dividend due on the 1st of July was punctually remitted
by the banks, and we have no doubt that the next which will become
due on the 1st of January, 1841, will also come forward in good time;
but, at the suggestion of Colonel Murray, we have, nevertheless,
thought it right to give you the above particulars, to serve for your
government, as, with a view to further sales of Arkansus stock in this
market, and to uphold the high character which it bears at present,
you will be no lvess anxious than ourselves to co-operate, and to seo
that all intermedinte parties co-operate toward the punctual fulfiil-
ment ol all the obligations of the State in this country,’

Like :nost others connected with the banks of Arkansuxs, Frederick
Huth & Co. were dovmed to disappointment.  They hoped, an appears
from letters of theirs, atill on trust, that their agency in paying the
interest on Arkansas bouds in London wounld cause numerous consign-
ments ot cotton to be made *“to their house in Liverpool,”” For a
time they furnished the bank with regular statements of the varin-
tions of the cottou market, The officers of the banks had cvery dis-
position to ship to Liverpool as much cotton as would pay the interest
on the bonda due in Loudon, Lat, unfortunately, had not the power,

On the Ist of October, 1840, the nrincipal bark at Little Rock re-
oened specie payment, At that time its circulation amounted to
$32,340, and it specie 869,117 76, The branches, »o far from
imitating this procceding, denounced it an unwarrantable, atlivming
that, iv » case like this, the bank and its branchea shonld sll act to-
gether, and that a resuinption could with propriety be bronght abont
only by an order . © the general board.

In abont u monih afwerward news was reccived that the North
Awerican Trust and Banking Compeny had again dikhonored the
drafts drawn upon it.  This incressed still more the embarrass.acnt

we Lou prekie v,

Cn the ?d of November, 1840, the general rssemnly commenced its
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third session. Governor J. 8. Conway made, in his farewell address,
the fgll:owiig rem?rh: . ¢ e

““ The subject of the suspension of specie payment by our is
one in which the sooplo thl:mghout this State have justly manifested
much conocern, and many of us have doubtless suffered considerable
inconvenience in consequence of that suspension.

‘“ The resumption of specie payments by the parent bank of the
Btate institution at this place, has contributed but little to relieve us
from the inconvenience complained of, as but & very inconsiderable
quantity of its psger is in circulation. For the good of the people
and credit of our State I most ardently hope the time isat hand when
each banking institution within our limits will be so conditioned as to
be able to redeem with the hard dollars all its notes as they may be
presented for payment. I am not in possession of any information
relative to either imstitution which enables me to know at what
probable period they will be thus hsﬁpil{. conditioned. The general
suspension of specie payments by the bunks in the whole south and
west seemed, to the conductors of ours, to create a necessity to follow
that example, for the preservation of our more infant institutions.

““The general assembly will doubtless give this subject a full, fair,
and impartial investigation, and adopt such measures as will require
the banks to resume at the earliest possible period, without endan-
gering the interests of the State and usefulness of the institution; and
to prevent a recarrence of the evil, measures commensurate with the
imfortanoo of the subject will doubtless be adopted.”’

n his inaugural address, (November 6, 1840,) Governor Yell gave
his views fully and freely:

“The banks of the country are stretching forth their countless
arms to grasp all that may be worth preserving, and too often we find
legislative interposition either tacitly up%roving or openly justifyin
their acts of usurpation—and still we submit to this most odious nnﬁ
unjust oppression without seeming to comprehend the heartless tyranny
with which we are burdened.

‘¢ Are we ready to see the price of all our staple products raised and
depressed at the will and caprice of these corporations, with their
paper depreciated from twenty to fifty per cent. discount, to suit the
convenience of stockholders and debtors, and the avarice of brokers
and speculators? Rightly to remedy the existing evils, as far as

rudence and sound policy will dictate, should be your first object.

t the strong arm of lawful authority interpose to teach brokers and
stockjobbers a salutary lesson, who would pawn the industry and pro-
perty of the country. Let no political or personal consideration swerve
you from a scrutinizing and fearless discharge of your duty, to enforce
all proper means to bﬂng back your depreciated State paper to a sound
specie standard, or lay the axe at the root of the evil. Your firmness
and decision in restoring them within their chartered limits may
confer some of the blessings eontemqlated by their framers; and by a
sacr-J preservation of this rule public confideace may again be re-
Gwsd, the price of properiy become more steady, and the laboring
classes receive a just compensation as the reward of their industry.
Even your public treasury has not escaped the rapacity of the times;
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as your money has depreciated, the salaries of some of the officers of
the banks have increased in an equal ratio. It is time to place checks
upon your treasury that will in future prevent bank directors from
even an indirect control of its funds, That power should be alone
gxercised by the representatives of the le. T submit the nmpriety
* of limiting by law the salaries of all t{:go nk officers, and of pre-
scribing their number and grade.

‘The evils which have resulted to the great body of the community
from the late suspension are great and almost insufferablo. It isa
very strikiug instance of the radical defects of the entire aystem in
every government ; and under every system we may look for revolu-
tions in business, consternation and distress, notwithstanding the
country may be otherwise in & growing and healthy condition. These
revolutions are, in some degree, owing to our commercial regulations.
Oceasionally the balance of trade is against us ; we then feel the cffects
of a foreign debt, following upon excessive importations, aggravated
by the consequent reduction of the price of our ex%rrta in foreign
markets, and its corresponding depreciation at home. Every few years
this foreign balance has swept the country of specie, and of courae
deranged the currency, and at times paraiyzed and frustrated business,
bricgiag ruin upon thousands of our inost enterprising and usefnl
citizens. Buch a crisis produced the suspension in 1839, und the mis-
guided policy of many of our banks, by increasing their discounts to
near half a million of depreciated paper, placed them beyond the
possibility of an early resumption. Such u course of policy may be
checked in future by the enactment of puch laws as will make it not
only a forfeiture of the ¢harter, but fine and imprisonment, for the
president and directors to iseus or discount during their suspension, or
tor the issuing &t any time of a certain amount of paper beyond the
amount of specie in their vaults, Bo far as the currency of your own
State i concerned, you have the power to correct the evil. I then
respectfully submit the propriety ot a thorough investigation into th-
condition of all the banks ; and upon their report should mainly depend
the character of your future action, If it is found that they have been
managed with fidelity and prudence, it will tend to restore confidence,
and remove the strong prejudice that now exists in the public mind.
If, however, your apprehensions are not leasened by such investigation,
your dvty to your constituents and justice to the Btate will require
that no further liabilitiea shall be incurred by the State, (for the present
at leaat,) with such other conditions and rescrictions as will best con-
duce to bring ahout a better state of things, or prevent a like suspen-
sion in future.

““Qur expericnce for the last twenty years has demonstrated that
the producing part of the community are not, in the end, benefitted by
the * credit system." The delusions in the splendid mansions and
springing up of towns, as if by magic, and the flooding of the cour ‘=
with goods from the Mixsissippi to the Indian bouilary, win vud wo
often in ruin to the projietors and owners, Unfortunsately for vur
Ntate, all classea have participated in the delusic' ; and all, more or
less, have suiterced, * When the dey of reckoning came, the banks were
unwbie or unwilling o meee the crivis, anid the wholeare now aufferin.;

H. Ex. Doc, 11213
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not only from their own extravagance and overtrading, but are reaping
the curses of a depreciated currency.’ This should teach us that
¢ credit’ is not wealth, and that the safest reliance is upon our own
frugality and industrious habits.”’

It might be supposed, on reading these eloquent remarks, that Gov-
ernor Yell was writing the history of a community numbering some
one or two millions, among whom paper money banks had been in
operation for at least half a century. But he was writing the history of
a State whose whole population, according to the census of 1840, white
and black, male and female, old and young, amounted to only 97,674,
among whom paper money banks had Eeon hardly three years in
operation.

The governor’a views were not acceptable to the general assembly ;
or at least to & part of them. In their opinion the fault was, not that
there was too much, but that there was too little banking. One of
their first prooeedings was to institute an inquiry why the branch at
Washington had not been put into operation. 'l{u this the reply was
that the bonds intended to serve as capi
though duly issued, could not be sold ;
to be satisfied.

Some extracts from a report signed by the Hon. W. D. Ferguson, and
presented to the senate on the 4th of mber, will show the spirit of
the times :

“ The committee on banks, to whom was referred that part of the
governor’s message that relates to banks, have had the same under
consideration, and after a careful and mature investigation of the
subject. from the best information within the control of the committee,
they take pleasure in informing the general assembly and the citizens
of Arkansas that the fears of the governor, expressed in his message,
that ‘ the evils which have resulted to the great body of the com-
munity from the late suspension are great and almost insufferable,’
are not chargeable to the banks of Arkansas; for, in the opinion of
the committee, there was no alternative left for the banks of the State
but to suspend specie payments at the time they did, or to act recreant
to themselves, and ruinous to the citizens of the State, by continuing
to pay the specie of' the people out of their vaults to the ‘ avaricious
brokers and speculators’ of foreign States and cities, as it is a fact well
known that the banks in Arkansas were the lust to suspend specie pay-
ments. And why should your banks have continued specie payments
after all the neighboring States with whom Arkansas had any inter-
course of trade had suspended specie payment, and specie had ccased
to be a circulaiing medium, but Lad vecome an articie of trade, and
that ‘or exportation, unless the' wished to gratify the ‘avarice of
brokers and epeculatoys’ ‘.. wiiom the citizens of “rkaiecs cm
gravitude ¢

‘“ In examining the principal bank of the State, the committee have
had every facility afforded them by th: officers ot the bank, and have
made a full examination of the condition of the bank, and repurt that
they find the bank in & good cordition, and all the statements in the
report of the bank to the general assembly correct. As1especta the re-
ports of the branches of the bank, your committee have had ho means

tal for that branch, ($300,000,
and with this reply they h
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of comparing the reports with the atate of the branches ; but from the
high standing and ability of the gentlemen selected by the legislature
as officers and directors of the »averal branches, {lnur committee have
no doubt of the correctoess of the reports which show a safe and sound
condition of the branches.

e = ® ® B * # B

““ The committee, before cloging this report, feel themselves called on
to express to the general assembly their {11 and entire confidence in
the solvency of the several banks of this State, and their ":11 ability to
make good all their liabilities, The confidenc. I the committec has
been founded on the following facts, namely : The several banks and
their branches are only liable for $995,905 of circulation, with availa-
ble means on hand of $881,278, and having owing to them from the
citizens of the State $3,838,690, leaving a balance of $3,724,068, out
of which the bunks owe depositors $354,790, which will still leave
$3,269,278 in favor of the banks a'ter paying all their present liabili-
ties, From these statements of facts it must be obvious that all the
banks c:re perfectly solvent an:l their paper good. But there isanother fact
which is necessury to be referred to, which is, that the taxable property
in the State for the current year amounta to the sumof $25,608,326; and
the whole amount of the circulation of the banks is only $995,905, which
is but one dollar te represent §25 60 worth of property, which shows
concluxively that there is a scarcity of money in the country ; and the
committee will give il as their opinion that the restoration of the
currency to & heslthy standard rests maioly with the people in estab-
lishing confidence among themselves in the solveney of the baunks,
and strenoously maintaining the credit of the paper amor 2z themselves
in preference to the paper of the banks of other States in which they
have no interest, and over which they have no con':ol ; and the people
of Arkausas, in honor to themeselves and in defence of the high reputa-
tion that the State now maintairy in the grest commercial cities of the
United States and Europe tor the solvency and punctuality of their
banks, which hax placed the bonds of this State, in the markets ot New
York and London, in high standing. Awx evidence corroborating these
fucts, the committee have the mssurance of the agents appointed to
tauke Lhe Nido negotintion of the hondw of the Stage tor the Rvul Fstate
Bank, and the letter of Frederick Inth & (., the holders of 8466,000
worth of Arkansas State bonds, dated london October 3, 1840, in
which they say that the bondas of our Btets have a high standing in
the London market, And while the hanl . are giving the Stat~ such
n fuir reputation abroad, nnd the oanks 1'.emselvea entirely » (i nt,
the peopleyon e fair an | corveet shawine o the focts, canaot ' v wo ree
reant 1o their own inbopeste vy o0 x> pdleas of the intirea: of s
Ntiste, a8 to persne any courso that would tend to deprecinte their
bank paper, but will mntually sustain the credit of the ~urrency by
freely receiving the paper in all the intercourse and transactions of
trade. and qtrenmmu‘y‘ defending its solvency.

If the committee had taken the paina to reflect a little, they would
have become convinced that aa one dollar may be the instrument of
revernl exchanges in one day and of wany in the course of a year, a
very small amount of circulating medium was all that was requird
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for the very small amount of commodities the people of Arkansas had
then to circulate. Insteud of there being u deficiency, there was a re-
dundancy of currency, as was sufficiently proved by the fact that the
notes of bot!i i/, itate Bank and the Real Estate Bank were many
per cent. below ;.r.  But it is by fallacies of this kind that the paper
money men ure always deceiving themselves, and that they too fre-
quently succeed in deceiving others.

The committee could find nothing wrong in the proceedings of the
State Bank and its brauches, excepting that the mother bank had not
wade a proper distribution of her loans among the different counties,
and that the directors had taken too large a share of the loans to
themselves. We mistake, they found one other thing wrong. They
“‘ considered the resumption of specie payments by the principal bauk
in advance of n general resumption I:J:' the banks in the adjuining
States, and particularly of the banks of this State, ns premature, and
that it had not produced any good to the country.”

Special committees were appointed to examine the affairs of the
principal baunk and of each branch, Lut none of these appear to have
ucted, except that on the principal bank. They reported on the 15th
of December that they had performed the arduous duty assigued to
them ; ‘“ had examined diligently into the affairs of the principal
bank, and had found it un institution solvent and cound ir every par-
ticwlar, snd one to which the public might extend contiderce without
danger of disappointment.’’

Before adjourning, the legislature passed ‘‘An act supplementary to
the act incorporating the Bank of the State of Arkansas.”” This, after
making considerable reductions in the salaries of the officers, provided
that no president or director should be indebted to the institution, as
principal, in & greater sum than $3,000 ; nor as security, in a greater
sum than $5,000. It further provided that the governor should have
authority to appoint one or more commissioners, not exceeding three,
whore duty it s{lould be to examine, from time to time, the condition
of the bank and its branches,

The Bank of the State and the Real Estate Bank, with their super-
abundant issues, did not satisfy Mr. Ferguson, the chairman of the
joint committee on banks  He therefore introduced a resolution “that
our senators in Congress be instructed, and onr representative be re-
quested, to vote for & United States or uatioual bank."" This was
rejected in the senate, December 17, by a vote of 14 to 5. A siwilar
resolution that had been, on motion of Mr, Buckner, submitted to the
house on the 1st of December, waa rejected by » vote of 38 to 18,

In conformity with the provisions of the suppiementary “ct, Governor
2 el appointed commissioners to examipe the condition of the Lranches,

Meesr: C. F. M, Nolundand R. C. Byrd, the comamirsioners appointed
to examine the branch st Batesville, made a report May 15, 1841, in
which they spoke of the danger this branch was exposed to of being
drained of it specie in order to pay its pectic, of the interost due on
the Btate bouds, The indebtedness of some of the ofticers of the insti-
tution exceeded the limit allowed by lsw, but they expressed the
opinior tut early steps would be taken to correet this cvil,  They
could not clowe their report “ without exprexsing their firm belief that
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the management of this bank (branch) has always had an eye single
to the interests and prosperity of the institution ; that favoritism or
partiality hus never crept into i¢, and that the bad debts (if any) are
traceable to any other canse than mismanagement.”’

Mr. R. C. Byrd soted alone in examining the branch at the ) 'ost of
Arkansas. 1. his report dated March 1, 1841, he says: - ““ I fonnd
in use & banking-house, which, from the plan, locality, and work-
manship, is one of the beat buildings in the State;'’ but he also says
that the debts due to the branch could not be collected ; that it would
take all her eastern funda to pay her quota of the interest due in 1841
on the bonds, and all her specie to pay the intereat due in 1842, ‘It
is clear to me as noonday that the banks of Arkansas cannot do any-
thing in the way of a general banking burinesa for the next five years
to come. only to keep a atrict watch over debts due to t! em, keep their
bills receivable renewed, and the interest paid on our A ~‘a Yonds at
maturity. If this is not done our credit 18 lost as a Nte.e :nd we
cannot recover it again in fifty years to come. It strikes m * with great
force that the only way to obtain this object is to cal! ‘.1 the Liranches
and concentrate all the business to some one point, nuder the manage-
ment of a strict directory.”’

Messrs, Davidl Walker and R. C. Byrd were the commissioners
appointed to examine the branch at Fayettville, In their report, dated
June 20, 1841, they say:

‘““ Havinyg ascertained as far as practicable the amount of gold and
silver, bills and notes of this and other banks, the notes and bills dis-
counted and on hand, and other credits, the next and far most difficult
wrt of our duty was to ascertain what amount of cash #hould have

en in bank, the manner in which it has been conducted, its profits
to the State, (if any,) and the several subjects of special inatruction.
We regret to iuform yon that our investigation ¢! this branch of our
trust has been rendered difficult and uncertain for want of the books,
alleged to have been stolen from the bank a few days before our exam-
ination commenced ; all of which have been found and are still logible,
except that which contained the cash transacticns of the bank,
theexchanges,and other important entries, Thisbook, when found, had
all the pages containing entries cut ont, and thereby precluded the
posgibility of an eccurate investigation within the limits of service
contemplated by our commission. For the purpose of obtaining aa full
information as practicable, we addressed the cashier, propounding to
him such interrogatoric: as we conceived most important. We were
particularly anxions to aicertain the amount ot specie in hank, con-
stituting the actual capital at the time of the suspension; the winount
of dcjosita in spnciv nl that time or since; the amount of exchange
sold by the hank before, at, and after tho snapension, and the terms
upon which it wan sold; and directed our inguiries on thore points to
the cashier, and regret that the means have not been furnishod of re-
porting accurately un those aubjects; the minuter of the directury do
not fur. « evidence, nor are we enabled to arcertain that any arcount
of the casn, billx, or notex disconnted, hax ever been 1nade from tho
organization of the bank until within the last ten d' va,

“ The cashicr, in his answer ¢o a call made on him to explain the
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cuuse of diminution of specie in the bauk after suspension, says that
at the time of the second report to the general board, and ever since
that time, ke has reported a larger amount of specie thun there was
uctually in the hank at the time, but did not stste what should have
veen the true amount, He alleged that he scted under the nuthority
of the directors, und accompanied his reply with a letter from one of
the directors for the purpose of sustainiog his assertion. We called
before us and ¢xamined four of the old directors, and reccived letters
from twu uthers, for the purpose of being fully informed on this suo-
ject, and the resnlt of our investigation leads us to conclude that,
inattentive as the directors appear to have been in scrutinizing the
reporte, und testing their correctness by comparing them with the cash
and noter on hand, they never did sanction or suthorize a report
differing irom the facts as they really existed.

*“ The statement made by the six directors will be found, upon an
cxamination ot the facts, well sustained. The cashier, in his second
letter, stutes that he tirst misrepresented the amount of specie in bank
in his report to the general board at the commencement of the session
of the general assembly in the fall of 1838. The reason assigned for
misrepresenting the true condition of the bank ix, in substance, its
straitencd circumstances, uwing to heavy draine for specie previously
made, nnd to save the credit of the bauk.”’

The exnct amounnt of the specie deficit the commissioners could not
ascertuin.  They, hewever, produced a certificate showing that of the
blank imypressing of notes tutended for circulation §35,350 had not
Leen necoaited for. The presumption was, that they had been surrep-
CGtionly issuad by William MoK, Ball, the cashier.

The reports of tie commissiouars appointed to examine the branch
banks were publisaed by Governor Yell in August, 1841, He accom-
panied the reports with an address  the pecple, in which he said :

“I nm not aware, nor do [ recognize any code either in morals or
politics that would authorize the executive to withhold this intorma-
tion from the publie. If it should be considered favorable, it is due
nlike to the bank and to the country that it should be given., On the
other hand, it dovbts and suspicion are created as to their conditiou
and muanagement, it is ulike my duty, however painful, to Iny the
subject before the country, and leave the consequences ti time and the
intelligence of the people.  And, however strong my prejudices may
be against the whole system of Lanking, still, ay the cxccutive of the
State, it i8 not my desire to indulge in Jnvectives against the banks or
their managers, but to present truly and faithfully their condid.:.

*The Kivat wid o] wrevor iy the 'b‘ydcm,' whellivr usiiousl or
Stele banks; snd the gradusl unveiling wystery that surrounded
the laute Dank of the United States of Pents;lvania will discloss to
the people the whole system of swindling that has been practiced by
too many of our moneyed institutious to enrich a few individuals st the
expene: of the State wad the people, and I fear, before their final termi-
nation, the Stutes and the government are to be brought to the verge
of bankruptey.

**The present crisis requires firmuess and decision apd no small
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degree of financial ability to sustain our institutions and the credit of
the State.

““ If the policy is continued for a few years longer (as shown from
the reports of commissioners) of selling their specie to pay their
interest on State bonds their vaults will soon be drained, and the
banks left without means to redeem their circulation.

““ The very lucid reports of the commissioners, with their sugges-
tions, have saved me the trouble of examining the subject more fully
at this time. There are, however, some gross and inexcusable viola-
tions of the charter that I cannot, in justice to you, pass over without
bringing them to your notice, and if they are not corrected, you have
the power in your own hands at the ballot-box to correct the evil ; and
if I mistake not, the time will shortly come when our polificians and
stalesmen who are the championa of chartered corporations will learn
they have been as blind to the interests of the country as they were
deaf to the voice of fame.

““The policy pursued by all the banks, as you will lcarn from the
reporta, in the wale of eastern exchange since the suspension is one of
the principal causes which has pl them in their present embar-
rassed condition, which evinces but little skill in financiering, or &
system of favoritism, which is less excusable. The most of the sales
since the suspension have been for Arkansas money, and at rates
varying from five to tem per cent., while the specie was worth from
thirty to forty per cent. premium. They should have used their cast-
ern exchange, which would answer the same purpose as specie, and
less risk, in the payment of interest on their State bonds ; but inateal
of meeting the intereat account with their bills of exchange, they have
been compelled at Batesville and Fayetteville to ship specie or buy
bills to pay their interest account. If this policy is continued, by the
meeting of the legislature there will be but little specie remaining in
their vaults. Should this unfortunately be the case, the noteholders
will be left without the hope of redemption.

“‘ The practice and cm};volicy of the respective branches making large
loans for the accommodation of their omn and directors is, in my
estimation, in every way unjust and highly censurable, and in disre-

of the provisions of the charter. Very many have received on
their own accommodation the full limits allowed under the charter,
which was not to exceed ten thousand dollars, ¢ directly or indirectly,’
and have become security varying from ten to t .venty thousand dollars.

[Here the governor shows that the liabilities of the directors at the
three branches, as principals and as securities, amounted to $475,127.]

‘I do not intend so much to doubt the security of the debt as to
protest agsinst such a policy, which is not only in violation of the
charter, but alike oppused to the credit of the banks and the best
interests of the people.

‘‘ The developments in the report of the commissioners who exam-
ined the Fayetteville branch (in whose capacity and integrity I have
the fallest confidence) may render it necessary for me to appeal to the
judicial tribunals to prevent further loss by the mismanagement of
that institution. I bave no other alternative to attain my ohject
without a called session of the legislature, which I consider at this
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time unnecessary and impolitic, thereb crutin% a large and enor-
mous debt, which I desire to avoid ; and, besides, I have no assurance
that the legislature would carry out the only policy (s withdrawal of
the branches) which can save the banks and the Btate from irretriev-
able loss.

‘1 was not sustained in my policy by thelast leﬁislature in relation
to the banks, and I have no evidence that they have changed their
opinions since ; and it is but just to presume that they fairly repre-
sented the wishes of their constituents ; at all events, until I am better
convinced of & change in the opinions of the representatives of the
public mind, I cannot reasonably contemplate a co-operation in car-
rying out such a policy as I consider indispensable to the security of
the banks and the credit of the State.”

The letter books and minute books of the different boards for the
year 1841 reveal nothing but trouble. Mr, Bertrand, who was sent
on a special mission by the principal bank, reported that sundry
debtors in St. Francis county were preparing to remove their property
from the Btate. February 26, it was resolved that, ‘‘ in considera-
tion of the present state of the bank, no new discounts otker than for
directors should be taken till further orders.’”” March 25, the direciors
at the Post of Arkansas received news that all their funds in the
Union Bank of Louisiana ‘‘ had been attached to satisfy claims by
versons holding notes of the branch.”” In July, it was resolved that

r. Greenwood should proceed to New York to settle accounts with
the North American Trust and Baoking Company. In Ooctober,
$15,700 (in inconvertible paper) was set aside for the purchase of cot-
ton, to provide, if pussible, for the payment of the dividend on State
stocks due January 1, 1842, This was after news had been received
that Mr. Greenwood could not make aug satisfactory agreement with
the North North American Trust and nnking Compnny, and that
only one of the sureties to the guarantee bond given by said company
was worth anything,

The Batesville branch also made its appropriation of inconvertible
bank notes for the purchase of ootton, that it might thereby be able
to pay its portion of the dividends on the Btate honds ; but this pro-
cess was found eo ruinous that it had to be abandoned. Every new
issue of notes of course diminished their value,

The directory at Datesville repelled with indignation the charges
bronght againat them by Governor Yell. We ‘“are of opinion that
the alleged mismanagement and corruption of the Fayetteville branch
have been made & pretext for directing & system of abuse and oppres-
sion against the bank at this place that is not justified either by the
condition or the management of the institution; probably to promote
some long-cherished prejudice against the banking system, to scoom-
plish which at this time would be ruinous to the community, or for
the purpose of giving aid to the favorite project of a few wire-workers
at Little Rock to contralize aad make tri uur{ every other weotion of
the State to that place.”” In this strain the directory prooeeded
through more than five closely written folio pages,

On the 27th of Decembur, *“ in consequence of the great difficulty
and endless delsy in collecting debts due to the banks,’’ and even in
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prevailing on the debtors to renew their notes, ‘‘ many of whom have
suffered suit to be instituted, ana which are defended and plead against
in every possible shape, in order to evade the debt entirely, and delay
the time as long ss possible,’’ the Batesville directory resolved  to
appoint an agent to proceed to the different counties and make the
best arrangement he could.”’

The first proceeding, in the year 1841, of the directory of Fayette-
ville, was, aooording to their ‘* minnte book,”’ to resolve ‘‘ to lend the
citisens $45,000,"" which resolution was carried into eff. . On the
6th of May ‘‘the cashier (Mr. W. McK. Ball) reported to the board
the robbery of the bank, and that the four principal books of the bank
had been taken therefrom. And that, on the advice of Messrs. Dean
and Murphy, he had offered a reward of five hundred dollars for the
robber and the books lost, or one hundred dollars for each of the books
lost. That two of the books—to wit—the ledger and bill-book, had
been found, and for the latter he had paid one hundred dollars to the
finder.”’ * The board ordered a credit for the amount paid, approved
of the cashier‘s course, and directed hin: to pay the reward offered on
the return of the other books."’

On the 4th of June it was ‘‘ ordered to pay uegro Jim five dollars
for finding a mutilated book, rupposed to be cne of the books stolen
from the Eank.” On the 2d July it was resolved that John Brodie
‘““be allowed the sum of twenty-five dollars for finding the discount
book which was purloined from the bank, the same having been re-
turned, but materially injured by lying in the water.”

An examination of the branch by commissioners appointed by the
governor seems not to have been agreeable to the directors, as they,
on the 4th of June, resolved ‘‘ that the attorney for this bank be in-
struoted to inquire by what authority David Walker and R. C. Byrd,
members of t?ne legislature of Arkansas, act as commissioners for the
examination of this bank.”’

On the 27th of August it was resolved that ‘‘ Mr. Boileau is at
liberty to proceed, at any time that may be convenient to himself, in
the execution of the trust reposed in him aa commissioner."’

As late as the 28th of August it was resolved that, ‘‘ as the board
had no evidence that any defalcation existed on the part of W. McK,
Ball, all proceedings against him should be suspended till Mr. Boileaun
should make his report.”’

On the 4th of October the cush committee reported that the books
of the bank were in such condition that the only way of arriving at a
knowledﬁo of its true state was by a laborious investigation, similsr
to that Mr, Boilean was then making."

On the same day it was resolved ‘‘that the president of the bank
be requested to employ some competent person to bring up the books
of this bank from the time of their first commencement of businesa
up to the present period."”’

From other teatimony it would appear that the condition of things
was worse even than might be inferred from the records of the different
boards, Thus the ‘‘ Bouthern Patriot’’ says:

¢ About twenty men in Phillips county, Arkansas, recently ran off
the judge, refusing him permission to do his duty, and resolving (o hold
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cou . themselves. Meuny executions being by law returnable the last
May term of that court, and much property advertised ¢» bo sold ;
and, moreover, the Real Estate Banﬂ ut Helena, and the branch of
the Btate Bank at the Post, having brought a great number of suits
in that court, a long petition was got up, signed by some two hundred
persons, praying tﬁe Hon. Isaac Raker, who was to hold the court,
not to do so. The petition was borne to Columbia, and presented to
the judge. Judge Baker proceeded, however, to Helena, for the purpose
of hiolding the court. *‘inding that he could nut be persunded to
decline doing the duty imposed on him by law and the obligations of
his official oath, about twenty men armed themselves and took posses-
sion of the court-hout ¢, the door of which they barricaded, and refused
to permit any person to enter, The sheriff attempted to obtain an
catrapcs, and threatened to break down the door. ’l‘he response was,
that if he did he would be instantly killed. The sheriff accordingly
desisted, and made a requisition upon the colonel of the county for
fifty men to enable him to suppress the rebellion, but the affair termi-
nated ‘n the full triumph of the rebels, and Judge Baker returned
home t - Columbia.”’

Thes: ceminiscences may not be pleasant, but they may be profit-
able, 'Lhey show to what desperation men may be driven by debt.

The bank and all its branches made an effort to meet the dividend
due on the bonds in January, 1842, by purchase of cotton and resale
of the same ; but the cffort did little good. With this object in view,
$58,810 were put into the hands of the president of the principal bank
in Scﬁlcmber snd November, 1841, ith $2,250 of thix money he
bought cotton in Arkansas at 11§ cents on the pound, and sold it at
New Orleans for 8§ cente a pound. As all the funds realized in this
way would go but a little way in meeting the interest on the State
debt, the president, on his own wuthority, invested the proceeds
(except $291 71 consumeil in expenses) in Arkansas bank uotes at 27
or 30 per cent. discount. The sums of §450 and §1,500 put into
other hands with a view of puichasing cotton appear never to have
})een ncconnted for. Every step the bank took involved it in ndditional
088¢8,

The attempt to raise funds by the purchase and resale of cotton
having failed, the principal bank, in the absence of other means
of remittance, shipped specie to New Orleans wherewith to buy bills
of exchange on New York In this way the whole of the interest
due on the Btate Bunk bonds in July, 1841, $33,650, was paid, and
$8,968 13 on necount of the interes due on the 1at of January, 1842,
This war the laat payment of interest on State bonds ever made by
the Stute Bank,

By hix dvings Mr. McK. Ball acquired, if not ftame, considerable
notoriety, His name was mentioned in nearly all the papers of the
Union. The following extracts from the Philadelphia Journal of
Banking may serve hy way of example :

August 18, 1841.—“ Wm, McK. Ball, cashier of the Branch Bank
of the Btate of Arkanwsas, at Fayetteville, ‘s stated, in the Baltimore
Patriot, to have recently nbsconded to Tex~«. leaving the bank minus
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some $64,000. No doubt Mr. Ball is, as well as Mr. Town, of a
very respectable family."’

September 1, 1841.—*‘ We stated in our last that mo doubt Mr.
Ball, the absconding cashier of the Fayetteville branch of the State
Bank of Arkansas, was of a higly respectable family, as well as Mr.
Town, the defsulting teller of the Jacksonville branch of the Btate
Bank of Illinois.”’

““Qur conjecture has been verified. The editor of a journal pub-
lished at Westchester, Pennsylvania, states that Mr. Ball is a native
of Newcastle county, Delaware. He studied law in the office of Mr.
Datlington, in Westchester, and so excellent was his conduci and
chaFacter while residing in that borough that the editor thinks there
must be some mistake in what is related of his doings in Arkansas.

““There may be more than one man in the country bearing the
vame of Wi, McK. Ball; and all bearing that name may at one
time have borne a good character, and been correct in principle. But
as our American banking system is the most efficient of all systems
in converting honest men into rogues, they may all have fallen victims
to its demoralising influence

‘“ There is no mistake about the character of the doings in Arkansas,
whoever was the author of them."’

Beptember 29, 1841. —‘‘ Mr. William McK. Ball, the cashier of the
Branch Bank of the State of Arkansas, at Fayetteville, has returned
from Texas. He pronounces the charge that he is a defaulter a bare-
faced falsehood, and declares his intention to ferret out the anthors of
the slander, and promises that, if successful, they ahall be dealt with
in proper style, let them be great or small,

‘‘It would be quite possible for one bank officer to commit a default
and then so arranga matters as to cast suspicion on another. The high
regard entartcineﬁ for Mr. Ball in his native State, Delaware, and in

estchester, Pennsylvania, where he completed his professional educa-
tion, is certainly a strong presumption in favor of his innocenoe.”’

January 19, 1842.—‘‘ Bome of the western papers say that Mr. W,
McK. Ball, once cashier of one of the branches of the Arkansas SBtate
bank, and who was accused of being a defaulter, has ‘ run his slaves
into Texas ’ "’

March 30, 1842.—*“ From the statements in the western papers
there seems to be no longer any doubt that Mr. William McK. Ball,
late cashier of a branch of the State Bank of Arkansas, is » defaulter.
He threatened, as our readers may recollect, to visit with signal pun-
ishment those who had brought this charge agsinst him; {-ut it ap-

rs that he has made his final escape to Texas.”

Mr. Boilcau was engaged from August 22, 1842, to April 29, 1841,
in investigating the affairs of the branch at Fayetteville, and preparing
» new set of books, He found that Mr. Ball was a defaulter in the
sum of $33,279 60, or, if the blank impressions of notes that were
missing, $12,920, be added, in the total amount of $46,199 60. The
default was lees than Messrs. Byrd and Walker had, in making their
researches, been led to believe.

Mr. Ball died in Texas.

About this time the directors at Fayetteville engaged in what they
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regs:led as a masterly movement, though no record was made of it
on the hooks till July 15, 1842, We then read that *‘ John A, Scott
an ! Charles W, Dean, the agents who were appointed by a resolution
of & board »f directors of this bank to proceed to the city of New York
with $10,000 of the specie of this bank for the purpose of purchasing
a portion of the bonds issued by the State of Arkansas to raise funds
to put this branch in operation, made a report to the board, setting
forth the manner in which they had proceeded as agents as aforesaid,
which report was received by the board and ordered to be filed with
the papers ¢f the bank; said agents claimed no compensation over
their actual ¢xpenses "’ °

From another entry under the same date it appears that the reso-
lution was adopted at a privafe conference of the board on the first
Friday in April, but from prudential considerations not then put on
the minutes. The cashier was not allowed to be present, and the
stricteat secrecy was enjoined on the agents. The bonds were at that
time quoted at 13 to 17 cents in the dollar in the New York market ;
but the agents were empowered, if it were necessary, to give twenty
cents in the dollar, or even a little more.

Finding it impossible to purchase the bonds on those terms, the
agents returned to their homes, leaving in the hands of 8. J. Silves-
ter, erq., & broker of New York, the net sum in specie of $9,934 36,
with instructions to him to effect what they themselves had not been
able to accomplish.

In September the directors appear to have become concerned about
their money, for we read under date of the 4th of that month :

“ Whereas no information has been received that the funds have
been used agreeable to the designs of this board, it ie therefore consid-
ered that the most offectual means should be used for the purpose of
saving .aid funds and guarding them from the grasp of speculators. It
is therefore considered that an agent should be employed forthwith to
repair to New York."

A committee of four was appointed specially to attend to the subject,
and it was enjoined on the xaid committec that ‘¢ they should exercise
great precaution,’’

It was turther resolved, ‘* That I, Brodie and M. T. Scott be ap-

inted as agents of this bank ; that they go on immediately to Van

uren, for the purpose of procuring the endorsement of James A,
Bcott on a certificate of deposit for nine thonsand three hnndred dollars
of the specic of this bank, deposited by said Scott with 8. J. Rilvester,
of the city of New York.”' Thus the businesa involved the expenses
of journeys, pot onlg to New York, but to Van Buren also. On one
day, December 12, 1842, resolutions were passed ordering specie to be
paid to N. I., Wilson, L. Brodie, and J. Brodie, for expenses inonrred
on jourreys to Van Buren on business of the bank, and to W, .. Wilson
for expenses on & similar journey to Little Rock, besides $450 to C.
W. Dean, in Arkansas money, ‘‘ for going to New York and back
again on the business of this bank, which journey he performed in the
course of the last autumn.”” This was in addition to the journey in
the spring, when Mr, Dean, in conjunction with Mr. Scott, deposited
the $0,934 36 in the hands of Bilvester.
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To cut a long story short, Bilvester did not purchase the bonds,
and the ‘‘ extreme precaution’’ exercised by the board did not pre-
serve the money *‘ from the grasp of speculators.’’ When Dean, on
his second or third visit to New York, requested Bilvester to refund
the money, the latter replied that he had instructed his agent in Lon-
don to make the purchase of the bonds if it could be & on the
terms prescribed, and for aught that he knew to the contrary, the
purchase had been made. at Mr, Bilvester’s London agent did in
the matter is not on record ; but Mr. Dean judged it best to leave the
business in the handsof Mr. El.jah A, Payne, a lawyer. Thisgentleman
charged a liberal sum for his services, but could not rreuil on Bilves-
ter to disgorge. Finally, Biis' & Co., of Philadelphia, who had a

y some astute management, sucoeeded
in making Silvester pay over to them a part or the whole of the funds
with which he had been intrusted by the agents of the bank.

Thus ended this master stroke of financial policy. Instead of re-
sulting in the purchase of bonds of the State to the value of $50,000
or more, at from 13 to 20 cents in the dollar, as its projectors fondly
hoped, it resulted in the loss of the 10,000 silver dollars they appro-
priated for the object, with perhaps half as much more in lawyer’s
fees and travelling expenses.

It was not till tie year 1844 that the claim on Bilvester was traps-
ferred to Riggs.

The minutes of the boards at Batesville and at the Post of Ark-
ansas, for the year 1842, reveal nothing that here requires particular
notice.

The board at Little Rock scem to have lost confldence in one of their
own number, as they on the 4th of January, 1842, resolved—

*‘That acommittee be appointed toinquire into the continued absence
of John C. Johnson, a member of this board ; also, whetker the said
Johneon has defrauded or attempted to defraud this bank, in running
off negroes and selling them, when the said negroes were under mort-
Ege to this bank ; also, in assisting any debtor or debtors to this

nk to abscond with his or their property beyond the jurisdiction of
this State.”’

At the next meeting the committee made a report in which they, to
a certain extent, sustained the charges brought against Joha C.
Johnson, and he was forthwith expelled from the board.

In the Silvester case, the broker proved too much for the banker;
but, in the following, as recorded under date of January 25, the
banker appears to have got the advantage :

““ The president (Mr. Field) reported (verbally) that, while on his
way to New Orleans, in order to arrange for payment of interest on
State bonds, he ascertained that s person was on board the boat,
following him, for the Enrpoae of laying an attachment on the $8,000
specie, on a claim for that amount of branch bank notes, under which
circumstances he had considered it most prudent to land the specie at
the Columbia (Real Elhtehbnnch bank, taking certificate of special
deposit in favor of Ward, Moffit & Co., New 5rluna,"—nll which
proceedings were approved by the board.

On the minutes of the general board is spread at length the report
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of the president, Mr. Field, respecting the difficulties he had ta en-
counter in his efforts to purchase cotton wherewith to pay the interest
on the State bonds due in January and July, 1842. The whole result
was the shipment of some 80 Lales to Frederick Huth & Co., for the
satisfaction of the European holders of the bonds But it being
deemed of special importance to pay the interest due on the 5 per
cent. honds held by the United States government, $8,000 in specie
were appropriated for that object.

These minntes also contain reference to the efforts made to compel
the North American Trust and Banking Company to pay what it
owed. The board made liberal provisions for the payment o lawyers,
but the lawyers had no success.

The general assembly commenced its fourth sessior at Little Rock
on the Tth of November, 1842, The auditor (E. N. Conway) re-

rted, *‘ that all the interest due from the Bank of the Btate had
g:en paid in full to the 1st of July, 1841, inclusive; and that tho
furtker sum of $8,986 13 had been paid on account of the interest
due on 1st Japuary, 1842, The total sum of intercst due
from the bank, on account of the State bonds, inclusive of ex-
change and brokerage, was §58,381 87, of which the sum of $24 -
681 87 was due on the 1st day of January, 1842, and $33,650 on the
st llar ot July, 1842, Of tﬂe interest due, the sum of $30,000 is
payable in London, and $28,331 87 in New York.

Governor Yell, in his messr ge to the general assrmbly, expressed
himselt with great force and clearness :

“To arrest the downwar.t tendency of things, to restore the honor
and credit of the State, unshackle her resources and energies, and to
reingtate the somewhat unfashionable custom of nonesty, promptness,
and economy in financial matters, will be the momentous duty of this
legislature ; and if you are faithful, as I am sure you will be, in spite
of the clamors of interested classer, you will achieve the lasting

ratitude of your constituents and the whole country. But the crisis
ia full of difficulty and responribility, and demands an honeat and
fearless devotion to the public welfare.

“We are in the midst of a great revolution on  the subject of
banking. The developments, glaring and startling, of the demoral-
izing and rninous consequences of the present system, demands at
your handx n radical reform. The great mammoth, or regulator, has
fallen, and hank after bank has followed it to destruction; tumblin
down in itx course the proapects of millions, and devouring the har
earnings of the laboring classes, And in it possible the people are so
infatuated with their chains as to submit, quietly, to such oppression
and legalized swindling P—witnessing the proceeds of their industry
committed to the uee of the few who live upon credit and the facilities
of the banks? Buch a system tends to paralyze industry, prostrate
trade and commerce, and subject the country to revolutions dangerons
even to our liberties.

““To you, as their representatives, they have, with a generous confi-
denoce, entrusted a reformation of the prexent aystema ; and to you they
confidently look for redress, by the adoption of some measure that wifl
restore & sound ocurrency, and put an end to a system which is as dis-
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astrous upon the prosperity of the country as it is corrupting and
demoralizing in its tendency.

¢ We still find the banks clinging to the fragment of & wreck which
they can never hope to refit and render useful. They wi'l, ere loug,
find that some concession must be made to public opinicn wi ~h uds F xn
roused to action by their mismanagement and fraud ; and the inbjcot
has now reached a magnitude and importance that forces itse.t impera-
tively on the consideration of the appropriate departments ol the
government, if they would preserve our political institaticas und the
proaPerit)‘ and happinesss of the people.

“The examination of the condition of the branches of the State
Bank, and the developments in relation to tho * hypothecation * by the
Reanl Estate Bank of half a million of State bonds, have fully demon-
straced that all the exhibitions of figures, setting forth the condition
of the banks, by their reports, give no reliable information of their
true circumstances, but are too often calculated to mislead and deceive,
The condition of the Fayetteville branch fully confirms this impression.
Aud the report of the Real Estate Bank to the last legisluture is con-
clusive, where they report that the five hundred State bonds are on
“hand and unsold,” whereas subsequent facts have demonstrated that
they had been hypothecated to the North American Trust und Banking
Company nearly three months previous for the nominal sum of
$250,000; receiving only the sum of about $125,000, without sanction
of law, und in express violution cf the charter.

“ It would be criminal on my part to disguise the deplorable con-
dition of our banking institutions and the fearful prospect of loss by
their mismanagement which is likely, ultimately, to fall upon the

eople. To sustain the credit of the State, resort must be had to
}urther and oppressive taxation if the present extravagant and ruinons
system is longer continued.

*“ By reference to the reports of the condition of the banks at the
date of their suspension, in October, 1839, compared with their present
condition, (independent of the interest due on their bonds, nmounting
to about the sum of $149,501, due in specie or par fundy,) it will be
scen that the sum of $80,000 or $100,000 in specie has been nbatracted
from the vaults by embezzlement, and by the short-sighted policy of
taking tho specie to pay the interest on the bonds, whilst they refused
to redeem their circulation, which kept it at the ruinous discount of from
26 to 60 per cent., thereby giving a preference to their foreign creditors,
without the most remote possibility of being able to rewume, 'This
system of financiering has been pursued until their speciv is nearly
exhausted ; they are at last unable to pay their interest. Our bonds
are now uunder protest, and the price of our stock reduced to & point
but little better than the stock of the late Bank of the United States,

*“ Is not their condition of itself sufficicnt to require at your hands
an act pntting the whole in a course of liguidation, giving such time
as justico to the State will warrant, with as little pressure upon the
commuuity as possible, 80 as to be able, with the means and assets of
the bank, to take up their cironlation, and to pay their intercst
punctually, and finally the bonds themselves?

‘“ However reluctant to acknowledge the fact, it is nevertheless true

———— 5 —
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that our treasury is not in a condition, nor will it be, to pay the
interest on the State bonds which is now or will become due for the
next few years.

“Qur citizens are already oppressed by taxation to meet the expenses
of the State government. Iam not prepared, therefore, to recommend
an increased taxation for the purpose of meeting the interest on the
State bonds ; but prompt and energetic measures should be adopted,
with the means and asse.s of the bank, to effect such objects upon all
such bonds as have been sold in good faith and in strict accordance
with the bank charters.

‘“ However much the penple of Arkansss may be disposed (and none
are more nol) to sustain her faith and credit in the payment of all just
and legal claims, she wouid nevertheless be unworthy of the character
of a sovereign Stat s if she tolerated for a moment the idea of puying for
bonds illegally and fraudulently disposed of. * * * * *

** We are not without hopes, by a prudent and judicious but prompt
exercise of a corrective power upon our banking privileges, that we
may yet enjoy better times. Industry and economy have again made
their appearance, and if they continue will insure plentyuvrospenty,
and contentment. Our troubles are not without their advantages ;
they give us the wisdom of sore experience, and stand as beacon lights
to guide us in future. Upon close examination, we find our misfor-
tunes have been produced by blunder and follies in which we have too
long acquiesced. Then let us not despair, The industry of our hardy
population and the ample resources of our young State bid us be of
Eeood cheer, and look to the fertile ficlds of our own rich valleys and

antiful prairies as a sure indemnity against all the evils which have
awept like ‘ & deadly sirocco * over this once prosperous and flourishing
peorle. 1 have full confidence that, if this mode is carried out, we
shall have money sufficicnt to meel all the legitimate wants of the
country without encouraging * the credit system,’ which is certain to
end in loss, and often in ruin, to States as well as individuals, There
is & portion of the community which will not be satisfied with such a
policy. | have no doubt if the whole wealth of the country was
applied to their use it would be inadequate to their wants.

‘““The main object, however, will be accomplishied if you can give
the conntry a sound and constitutional currency, and secure the note-
holders ngainst loss and imposition, with the means at our command,
and the exports of the country. We shall then, in a few years, attain
to a sound and healty condition,

*“ The advocates of a sound and constitutional currency have, here-
tofore, been struggling in & bare minority against associated wealth,
composed of bankers, brokera, speculators, and stockjobbers, whose
course of policy has well nigh ruined the country with a depreciated
currency, and a consequent diminution in the price of property and
the % ucts of the soil,

‘“The standard of & sound and constitutional currency has been
unfurled, and beneath its ample folds thousands of our laboring classes
have taken their stand, and if they are faithiul i+ ... cause they

will ultimately drive the money-changers from the templo they have
nolluted.”




of Arkansas, buth now and ever hereafter ; and not the people of Ar-
kansas only, but to those of the whole Union.

Governor Yell found the general assembly of 1842-'43 much more
disposed to co-operate with him than was the general assembly of
1840-'41. They instituted searching inquiries into the manner in
which the bonds of the Btate had been disposed of, and made as minute
inquiries into the condition of both the Real Estate Bank and the Bank
© of the State as circumstances would permit,

: A part of the result of their labors was the passige of an act to
place the Bank of the Btate in liquidation. )

By this it was provided that the legislature shou'd elect a financial

receiver, an executive receiver, and an attorney, for the principal

bank and each branch, which officers should hold their situations for

l two years, and have, subject to the various provisions of the act, the

- e W e s

sole control of the affairs of the inatitution.

They were forbidden to make nsw loans, and required to collect
from tie debtors of the bank what was due from them in instalments,
so that the whole should be collected in ten years.

The notes of the bank and its branches wera, in the firat place, to be
received in payment of debts due the bank, and after these notes
should all be redecmed then any bond, script, or obligation of Btate,
for the payment of money, whether due or not. Thus the debtors
were not only allowed ten years to pay what they owed, but were
allowed to make payment in paper which was depreciated many per
cent. below par.

Under the provisions of this act all the assets of the bank at Little
Rock were, on the 9th of Juue, 1843, transferred to 8. 1. Rutherford,
as execntive receiver, and John H. Crease, as financirl receiver,

At Batesville, the tranafer was made on the 1st of July to Thomas
8. Drew, financial receiver, and J. Chapman, executive reoviver,

At Fayetteville, the transfer was made on the 2lst of July, to
David G, Harris, executive receiver, and James McKissick, financial
receiver,

At the Post of Arkansas, the transfer was made on the 15th of June
to Bamuel Mitchell, exceutive receiver, aud William A. Doherty,
financial receiver,

The attorneys clected were: at the principal bank, 8. I, Hemp-
stead ; at Datesville, Lewis B. Tully ; at Fayetteville, A. B. Grecen-
wood ; and at the Post of Arkansas, M. W, Dorriss,

By another act pussed during this sersion the “'ate Bank was
directed to reimburse to the State $15,000 in apecie, of the surplus
revenue received from the United States, This was vetoed by the
governor, but became a law by a constitutional majority of both Honses,
This u\wcic wia applied to the payment of the wages of the members
of the legislature,

Judge Baker presented a memorial praying that provision might be
made for-the payment of his salury in the constitutional currency of
the United States, But the Committee on the Judiciary in the Senate
reported :

““ That the memorialist occupied the office of judge at a time wlhen
i H, Ex, Doc. 112—14

B e

e 2

CONDITION OF THE BANKA. 203

Bentiments such as these ought to commend themselves to the people
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the revenue of the State was payable and coliccted in depreciated
bank paper, and that the fact was known to the memorialist at the
time of his acceptance of hin office as judge. It was & fact susceptible
of clear demonstration at the time, without any great skill in finan-
ciering, that all the functionaries of the Btate would receive their pay
in such currency as was receivable in payment of taxes due the State,
and the acceptance of an office, with a full knowledge of these facts,
amounted to & tacit agreement, at least, that the officers would be satis-
fied to receive the money which constituted the revenue of the State
in satistaction of their claims.'

At this time ** Arkansas money'’ was at the rate of from two and a
half to three for one in *“ good money,” so that a judge with a nomi-
nal salary of $1,600 received the equivalent of only from 8500 to $600
in specie.

A‘:cnﬁ.er November, 1839, not one dollar in specie was paid into
the Btate treasury, the payment of postage on the Jetters addressed to
them gave no little embarrassment to the publie functionaries at Little
Rock. This difficuliy was at length overcome by the ingenuity of the
joiut committec on the auditor’s and treasurer’s books. In their report
of December 23, 1842, they said :

‘“ Your committee would further suggest that there has been, at
different times, very considerable sums applied to the payment of post-
age fur the different departments of government, and as it has to
be settled with Arkansas money, the State not unfrequently pays
inordinately large sums to procure specie to liquidate sums in them-
selves inconsiderable,

““The only rcmedy the committee are able to propose is, that the
State Bank, or those who hold its funds, after it is put into liquidation,
shall be required to place under the control of the State treasurer a
sum in apecie sufficient to cover the expenses of postage.’

Bo long as the Bank of the Btate and the ﬁl state Bank had
power to lend the financial affairs of the State of Arkansas proceeded
smoothly enough. But as soon as the ability to lend ceased on the
part of the banks fiscal embarrassments began,

The fullseing datement of the condition of the lank and s branches, ot the time ila offuirs passed inio the hands of recsivers, i» the resul of a careful collation of rurious
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On the notes end bills due to the back the annual interest was
upwards of $100,000.

On the other Land, the interest on the bonds issued and sold for the
benefit of the bank amounted to $68,450 a year.

Buch was the condition of the Bank of the State of Arkansas and
its branches at the time their affairs passed into the hands of receivers,

As there were about $36,000 in specie at Bateaville, and upwards
of $19,000 at Fayetteville, it was an object of some moment to pre-

_werve this treasure from the grasp of the judgment creditors of the

bank, This gave no little concern, if we may judge from a letter
which the financial receiver at Little Rock, on the 19th of July, 1843,
addressed to the financial and executive receivers at Batesville:

“You will, of course, use evefy precaution not to hazard an » " ‘ach-
ment of the specie, and I think it would be well that some g:neral
econcert of action should be taken on that subject. The governor
promised to elicit all the necessary legal information and advise with
us, He is, however, still absent at Fayetteville, The small amount,
$5,379 387, transferred by the Post of Arkansas branch, was in gold,
and easily brought up in the receiver's trunk, without suspicion, at
the time it was removed, But a lot of silver cannot be so quietly
managed. And my present impression is, that it will be best to sell
the silver, deliverable as wanted, in DBatesville. DBut this is a
mere opinion. And the united judgment of yourselves and thu
executive will best decide on the right way."’

At the principal bank at Little Rock no less than 306 bills and
notes were, between tho 21st of September and the 24th of October,
1843, put into the hands of attorneys for suit; and both there and at
the branches such other measures were taken as it was thought would
best secure the collection of the debts due to the bank. Bat so little
suceess attended these efforts that the whole amount collected up to
October, 1844, a period of' 16 months, was only $159,111 04,

The smallness of the amount was owing only in part to want of in-
clination in the debtors to make payment. It was owing in a great
degree to want of ability, About this time there was one of the

reatest bank revulsions ever known in this or any other country,

he bank note circulaticn of the United States which was, according
to the returns made to the Treasury Depurtment, $140,000,000 near
the 1at of January, 1837, was by the 1st of January, 1843, reduced
to about $59,000,000, Such a reduction of currency no nation could
sustain without the most disastrous conscquences, especially as such
reductions are always attended with a ruinous loss of coufidence. The
ovil was felt most sensibly in September, 1842, when there was a
terrible convulsion amoug the banks in New Orleans, the effects of
which were ex(;frienoed throughout the Union. As has been said,
*‘ wo then touched bottom, and we remained at the bottom till May,
1843.""  After that there waa a gradnal improvement ; in some of the
Ntates a comparatively rapid improvement ; in others a slow one ; but
in few, if any, so slowas-in Arkansas. Being the last to emhark in
paper money banking, it was natural that she should be the last to
recover from its ill effects,

The general assembly commenced its fifth session on the 4th of




CONDITION OF TTIE BANKS, 215

November, 1844. The first subject to which Governor Drew, in his
message, called their attention was the Bank of the Btate.

He stated that but few of its notes wero then to be met with in ordi-
nary transactions, and recommended such an amendment of the liqui-
dation act as would authorize the immediate receipt of State bonds in

payment of debts due to the bank.

“You are aware,”’ he continued, ‘‘ that many of the debts are in a

' precarious condition. I'have no doubt that a resort to harsh measures
‘would, in a majority of instances, render collections still more
difficult, if not impossible.”” In another place he mpeaks of *‘ local
combinations "’ having already been made ‘to interfere to some
‘extent with the collection of debts dne to the bhank.”’ Aud, again,

in another place, of the ** late floods of our rivers, which have proved
8o destructive to the crops as to forbid the hope that any considerable

amount of bank debts will or can be paid during the current year,
from the sales of cotton or other agricultural produce.”

“« Under these circumstances, I do not feel justified in advising any
additional tax on the p@o%l_e, who are already very heavily burdened,
And yet we are without the moans in hand to pay the accumulated
and still accruing interest upon our Btate bonds. This will not, I
trust, and in justice should not, be attributed to a spirit of repudiation.
Our escutcheon has, so far, been preserved free from the stain ; and I
sincerely hope and confidently believe it will be, in all time to come,
Our failure to pay has resulted from inability, and not, 1 am sure,
from indisposition to meet fully and promptly all our just liabilities.
And I am cqually sure, 80 soon as the requisite means shall be in our
possession, none will have just cuuse of complaintof onr delinquency.

“ In view of our embarrassments it may be wise to consider of tho
causes which have ‘produeed themn ; for, if such a retrospect cannot
remedy the evils of the past, it may serve as & salutary lesson in the
future, And licre we are met, at the very outset, with the now obvious
imprudence on the part of our infant State of incurring such an
enormous debt for the establishment of banks, which, without the
ability to create real elements of prowperity, gave fictitious values to
every speries of property, repressed and retarded the development of
the true resources « “our soil and people, and at length exploding
have left ux the eriopled victims of visionary speculation. 'Ilhe pur-
suits of our lruuplv, and the condition of our country, just emerging
from the wilderness, did not then, and do not now, justify the use of
banking facilities, if at all, to the extent provided ; and of ~hich we
availedourselves, as it seemed, in s spirit of ecmulation of the extrava-
gance of other Btates, rather than in accordance with our real wants and
substantial meuns. The highly inflated state of the currency in all
parts of the Union, at the time our banks went into operation, with
the other causes I have mentione?, all contributed to lessen the value of
each man’s accommodations, whiiv, in the same ratio, it added to the
debt contracted and to be paid now. Few, I apprehend, have over
been able to realize any profit from chvir so called accommodations,
whilst almost cvery one has a loss to regret. In these I trace the

wesent embarrassment o onr State and people; and hence our
inability to pry vur do'i.,  But while we cannot pay, we will neither
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but we have no means of judging whether thess changes have operated
to the benefit or prejudice of the bank.”’

By an act passed at this session the office of executive receiver was
abolished, and the duty of winding up the affairs of the bank was
devolved on the financial receiver and an attorney at each office. By
the same act it was provided that Btate bonds should be received in
payment of debts due to the bank.

y the general appropriation act passed at this session an entire
change was made in the fiscal system of the State. This provided
that all par funds then in possession of the financial receiver of the
State Bank, or that might thereafter come into his possession, should
be immediately transterred to the State treasury, These were to be
used first in paying the members aud officers of the general assembly
what was due to them, aud then to discharge such other liabilities of
the State as had been incurred during the first quarler of the fiscal
year, commencing on the 1st day of October, 1844. After that, if
there should not be a sufficiency of par funds in the treasury, the
treasurcr was required to issue his warrants, bearing no interest, for
the amount due to the public claimants. These tressury warrants
were made receivable in payment of taxes or revenue duw to the State,
and also in payment of debts due to the Btate Bank and its branches.

All legal Yiabilitina of the State incurred before the 1st of October,
1844, were to he discharged in such funds as the treasurer had then
in possession. Thus two fiscal mediums were established ; bank
notes for liabilities incurred before the 1st of October, 1844, nnd
treasury warrants for those incurred subsequent to that date, At t-is
time Arkansas bank notes were at 50 per cent. discount. As thin act
proliibited the receipt thereof in the payment of taxes, it had notendency
to enhance their value,

By another provision of this act it was declared that all funds in the
State Bank in which the Btate had an interestshould be regarded, not
as heretofore, as part of the capital of the bank, but as a deposit in
said bank to the credit of the State, to be drawn uader appropriations
made by this general assembly.

Governor Drew returned the bill with his ohjections. It made, as
lie conceived, invidious distinctions among public officers and public
claimants. There were but $33,732 18 in specio in the vaults of the
bank, aud every cent of this would be absorbed iu paying the officers
and members of the present general assembiy, and those public cred-
itors who had rendered services between the 1st of October and the
31nt of December, T'o meet the residue of the appropriativns, it would
be necessary, previous to the next meeting of the legislature, to issuc
over $80,000 in treasury notes or w .rrants, Under the provisions .f
the bill, not one dime in specie would find its way into the Biezm
treasury, and the treasury warrants must, of neoessity, underge a
great depreciation,

Notwithstanding these objectionsof tt  -~~ernor, the bill waa
by a constitutionsl majority of both hous  and became a law on the
10th of January, 1845,

Another and still more important measure was adopted by this gen-
eral assembly. It was taking the initiatory steps for such an amend-
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ment to the conatitution as would prevent hercafter the establishment
of paper money banks within the bounds of the State. So far as can
be gathered from the journals, the measure was unanimously adopted,
or, at least, without & formal division on the main question in either
the House or the Benate. The experience of seven years had con-
vinced the people and their representatives that this kind of banking,
instead of being productive of the benefits its projectors had promised,
was fraught with the greatest evils to the community at large.

In the records of the different boards for the years 1845 and 18486,
we find nothing that here requires especial notice, excepting the fol-
lowing in the gnt-enville minutes, under date of April 13, 1846 :

*“ On this day William C. Bevens, as financial receiver of the branch
of the Bank of the Btate of Arkansas at Batesville, and Isaac Baker,
as attorney of said branch bank, met as a board for the purpose of
transacting the business of said bank :

‘“ And whereas it is believed by said board to be impossible by suit
to collect debta due the bank, and that the institution of suits might
tend to embarrass future action of the legislature in regard to this
branch, and iocrease excitement and promote combination aniong
debtors, it is therefore resolved that the attorney return to the bank
all notes of the bank in his hands upon which suita have been brought,
as well as all notes sued on and not filed in court.”

This was the branch the directors of which had so indignantly re-
pelled Governor Yell’s charge of mismanagement. The greatest
amount of bad debts that they would, in September, 1841, admit to
be due to the branch was $7,5621, and of doubtful $9,000. The events
uf the next two or three years sufficiently revealed the true character
of the mnass of the debts due at Batesville. All that was collected
there in two years, from the 1st October, 1844, to 1st October, 1846,
was $9,166 04, and this was in paper depreciated many per cent.
below par. The collections per annum hardly exe. <ed the interest
that accrued in three months.

The general assembly commenced its fifth session on ti:e 2d of No-
vember, 1846,

““The energies of the Btate government,”” said Governor Drew,
‘“ have already become palsied. With an empty treasury for years,
with a ruined State credit, and an apathy on the part of all to move
in even the attempt to retrieve our credit, it has me my duty to
present fully, not only the present ruinous state of our finances, but
to assume tzo responsibility of pointing to the only possible remedy.

““The financial history of the State exhibits a series of blunders.

‘“ The first legislature under the constitution provided for the levy
of one-fourth of one per cent. upon the sworn assessed valuation of
such kindas of property as that body saw proper to subl!‘ec'. to taxation,
which, when the assessment was made, discovered to the executive the
prospect of a large surplus, and induced that officer to issne his pro-
clamation for a called session, with a view to its reduction.

‘““ At the called session [that of 1837-'38] the commitiee upon be: &
appear to have conferred with that on revenue, and immediately an
idea was entertained (and it must have prevailed pretty generally)
that tho establishment of a State bank, the property of the State,
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afforded the means, and when once put into successful operation,
would serve the purpose of freeing the people from taxation altogether!
The levy was consequently fixed &t one-eighth of one per cent., and
until the bank should have declared a sufficient dividend for that pur-
pose, the legislature authorized drafts to be drawn upon the surplus
revenue of the general government then deposited with the State, and
which, in the body of thc charter of the State Bank, was placed as so
much capital, and upon the faith of which as a basis, the directors
were authorised to issue the usual amount of circulation.

‘“ It appears to have been at least doubted at the time, whether one-
eighth of one per cent. wonld be sufficient to meet the current
expenses of the Btate government, as this provision for drawing on the
surplus revenue affords abundant evidence. The legislature, by the
unfortunate connexion of the bank with the revenue . ‘%= Brate, net
out in the establishment of a system which contained th.  edn of its
own destruction,

““ The almost entire absorption of that fund at or about the close
of the last general assembly left the State no other means to meet the
heavy appropristions then made for the current expenses of the gov-
ernment for 1845 and 1846 (and the payments out of which amount
to the sum of $107,221) than the limited means afforded by a levy of
one-eighth of one per cent. on $20,600,000 worth of taxable prnpertz,
which produced & sum less than one-half the required amount. The
attempt at the late session to improve the finances of the Btate by
the iseue of treasury notes, calling them par funds, and requiring
the payment of all public dues to be made 1n gold and silver or par
funds, in place of worthless bank paper, without providing the neces-
sary meaus to meet such requirement, was as futile as it was ill-
advised.”’

The receipts intu the treasury for the two fiscal years ending Octo-
ber 1, 1846, were in all $51,948, of which $7,381 99 was in specie,
$20,392 19 in treasury warrants, and $24,143 42 in Arkansas bank
notes.

The governor dwelt at some length on the inconveniences of this
currency. ‘¢ If $1,600 is a fair salary for a judge of the supreme
court, and he receives that amount in scrip worth §750, he feels him-
selt at least disappointed when he recurs to that portion of the consti-
tution of the State that provides that such salaries shall be neither
raised nor diminished during his continuance in office. In the present
state of our finances his salary is subject to variation every week, de-
pendent upon jobbers in this species of paper, that rarely ranges in
the market above one-half of its face,"’

““Bhould the legislature continue to pursne the ruinous policy of
paying off that body, with its necessary expcnses ranging from
twenty to thirty thousand dollars, in these depreciuted ‘¢ promises to
pay,’ without providing proper and prescnt availablo means to sustain
and give credit to this almost worthless paper, its further depreciation
will be such as to sink the credit of the State beneath any strewch of
calculation. For this purpose nothing is plainer than the absolute
necessity of augmenting the levy and extending the range of taxable
urticles, Should the representatives of the peoplo be unwilling to
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assume this responsibility, they will doubtless feel the necessity of
making the first move towards the abrogation of the Btate govern-
ment, a government which, ten years of experience will have proven,
is now, and wouid 2t the outset have been, impracticable but for the
fortuitous circumstances of the distribution by the general govern-
ment of the surplus revenue among the several States.’’

In conformity with the recommendation of the governor, an act was
passed extending the list of articles subject to taxation, and increasing
the levy to one-fourth of one per cent. of the assessed valuation. This
measure, in conjunction with a resolution declaring that all treasury
warrants, whether issued for special or general purposes, should be
receivable for all State dues, and thus, for lands as well as for taxes,
raised the warrants nearly to a par with silver. Their previous rate
of depreciation was from 40 to 60 per cent. This resolution was, at
the suggestion of Mr. A, H. Rutherford, brought before the House by
Mr. Fletcher, of Mississippi county, at & late hour on the last day of
the session, and was the last resolution adopted by that general
assembly,

Mr. A. E. Thornton, the financial receiver at Little Rock, stated
in his report that ‘“when he came into office he found that every
dollar of the specie means of the bank had been exhausted, in conse-

uence of which he had no little difficulty in meeting the demands on
the bank. In some instances the property of the bank had been sold
under exccution, at a sacrifice for want of funds to protect it, and in
others the receiver had been compelled to resort to the sale of Real
Estate Bank paper, at the current price in the market, to provide
specie means with which to redeem the real estate of the bank, meet
incidental expenses,”’ &ec.

The joint committee on banks reported that they had examined the
report of the financial receiver at Little Rock, and found it a true
representation of the condition of the principal bank.

Governor Drew had suggested the propriety of calling in the
branches, or of disposing of the assets of the bank to the highest bid-
der, for part in prompt payment, and the balance in one, two, and
three years, On these points the committee differed from him. In
their judgment, ‘‘ the assets of the bank could not be brought into
market at this time without a serious sacrifice of the interests of the
bank. The committee also believed that the branches could not be
called in at this time withcut a heavy loss to the Htate and a great
injustice to debtors of the branches."

The governor had in his message called attention to a correspond-
ence between himsell and the Hon. David Hume, a member of the
British Parliament, and a holder of a portion of the bonds of the
State of Arkansas, This part of the mexsage was referred to the com-
mittee on ways and means, and Mr. Gaines, on behalf of that com-
mittec, made a report, whioh posscsses no little interest, as it shows
that, gloomy though the prospect then was, the doctrine of repudia-
tion received no sanction from the people of Arkansas or their repre-
sentatives,

“The bonds,’’' said Mr, Gaines, ‘‘ wrre issued for the benefit of
the banks of this State, to whose management and means the legis-
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lature which authorized their issue looked mainly for the payment
of the interest as well as their final redemption. The failure ot theee
institutions to answer the ends of their creation has been and still is
a source of great regret and embarrassment to the State authorities, as
well as to the whole people of the Btate, and although we now see and
deeply lament the errors into which a former legisiature went by
authorizing their issue, yet the step has been taken bﬂ those to whom
the people confided the legislation of the Btate, and the present is not
the time to question the propriety of the measure; but the duty de-
volves upon us to remedy, if in our power, the evil already existing,
snd if possible to maintain the faith and ultiiaate credit of the Btate.
In the first place it cannot be denied that the era at which the ucts
authorizing the issue of those bonds was passed was one memorable
in the history of the commercial as well as the political world, for bank
mantas and speculative afock-jobbing, and it is not surprising that our
redecessors, comparatively without experience in banking, should
gave been carried away by the fictitiozs appearance of things existing,
while the most experienced and enlightened statesmen of the age were
led into errors innumerable and irretrievable by the same bewildering
influence. This unreal state of things, by which paper and bank
credits were substituted for money, existed throughout the civil,
litical, and commercial world, and in no part to greater extent than
n our own country. At that period confidence in the credit system
prevailed to an extent which produced alike the downfall and ruin of
rivate as well as publioc enterprise, and spread like a sweeping pesti-
ence its disastrous effects throughout the length and breadth of our
own beloved land. Arkansas, sparsely settled, destitute of wealth,
except her native soil and hardy and industrious inhabitants, procured
a credit in foreign markets to which her limited resources did not
entitle her, and which proved alike embarrassing and injurious to her
and to those who confded in her ability to meet her engagements.
Her bonds were readily negotiated in the market, not for specie or
mouey, but for what was then termed par funds, which meant bank
credits, and which formed a part of the mushroom system then pre-
vailing. These funds were placed to the credit of our banks in
eastern cities, and soon merged into individual debts due to banks,
and payable in their own issues. Soon after this a general reaction
took place in the United States, and indeed in the whole commercial
worltr, by which credit was destroyed and confidence lost, and our
State having neither wealth nor commercial advantages to sustain her
bauking institutions, they went down and their paper ceased to answer
the purposes of even an internal circulatin me&ium, and in wany
instances depreciated in the hands of the holders, and wcald not
answer the purpose of meeting the accruing interest on the State bonds.
Hence, as soon a8 the bunks exhausted the small amount of specie
which they retained from the proceeds of the salo of the Ntate honds,
in paying the accruing interest thereon, they became unable to comply
with the provisions ot their charters, which required them to meet the
interest on the bonda, to which provision the State, as well as the bond-
holders, looked with confidence at the time the sales of the bonds
were effected. It is clear from the rending of the cliarters, which were
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before all the contracting parties, that the people did not anticipate
a direct tax to pay the bonds. The Btate stood as collateral security
for their ultimate redemption. The downfall of the bank left the
people without a circulating medium,and generally much embarrassed,
which embarrassment soon manifested itself also in the State treasury,
which had been supplied by a tax collected from the people under tge
then existing laws, in the paper of those institutions, which paper
was greatly under par. The lcgislature has finally been driven to the
necessity of refusing the paper of either bank for taxes, and on account
of the present embarrassment of the treasury, had to resort to a much
higher levy to meet the current expenses of the State and arrears due,
growing out of former expenses of the Btate government, which must
operate c:FEreauively on the people in their preseut embarrassed con-
dition. e object of the correspondence on the part of the bond-
holders is understood to be to ascertain whether the legislature will
deem it their duty, under existing circu nstances, to levy a direct tax
on the people to meet the interest acerued and accruing on the bonds,
in answer to which your committee are of opinion, first, that neither
the people nor the legislature which authorized the issue of the bonds
in the bank charters ever contemplated a direct tax to pay either
principal or interest, until the assels and means of the banks were first
all applied to that object ; secondly, that such a tax would, at the
present time, be extremely unjust, onerous, and oppressive to the
people, and would be more than they could well bear, and would tend
grea.tly to retard the growth of the Btate, and thereby, perhaps,
orever put it out of the power of the State authorities to redeem the
bonds, If it ie the desire of the holders of the bonds to know what
course the legislature are disposed to take in regard to these institu-
tious, we answer that both of them have been placed in liquidation
with a view to wind up and secure their assets, which are to be applied
to the payment of the State bonds issucd for their benefit, and to no
other purpose ; and the officers of both institutions are authorized to
take in payment of the debts due to the bank the bonds of the
Btate, or to exchange property with the holders of the bonds at fair
and equitable rates. The process of liquidation has not vet absorbed
the circulation, which is being paid in on acoount of debts due to the
bank, Therefore the banks have not realized any available funds
which could be applied to the payment. of cither principal or interest
of the State bonds; nor can we just now look forward to the day when
we may anticipate better funds, We look to the payment of the bonda
as the ultimatum of all that is desired by the acts placing the banks
in liquidation, after the circulstion shall be absorbed ; therefore we
doem them good in payments, but have not the present ability to re-
deem them from the holders, except in the way indicated. If it be
charged that the Btate is acting in bad faith to the bondholders, we
reply ina" e have tried to Freum inviolate the means and assets of
the banks for the purpose of liquidating the claims against them, and
the State bonds issued for their benefit; and it was to these means
that ull parties looked for the payment of the principal and interest
at the time the bonds were pegotiated. Candor compels us to admit
that after all the means of the bauk shall be cxhausted, there will atill
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remain a considerable deficit, which must devolve on the State to pro-
vide for ; but we leave the provisions for that object to be enacted by
succeeding legislatures, who, it is to be hoped, may find the people of
the Btate in & better condition to bear the burdens that may be im-
posed on them than the present condition of things would justify.”’

This report, which was unanimonsly adopted, places in a clear view
the relations of the people, the State, the banks, and the bondholders,
subjects in regard to which there has been much w s> ception. To
raise by taxation the sum necessary to pay the interes’ on the bonds
was impossible, But the people of Arkansas have tiie consolation to
know that, even in the darkest times of their adversity, their repre-
sentatives uever gave any countenance to the doctrine of repudiation,
but, on the contrary, did all in their power to give a value to the
bonds in the market, by declaring that they should be received in pay-
ment of debts due to the bank.

The policy which the State adopted in the beginming of these diffi-
culties, and which is so clearly set forth in the report, has been steadily
persistel in to the present day, and will, it is confidently expected, be
persisted in till the whole amount of both the principal and interest of
the bonds shall be redeemed.

The most important measure of this general assembly was the com-
pletion of the amendment to the State constitution, declaring that

““ No bank or banking institution shall be hereafter incorporated or
cstablished in this State.”’

In this measure the members of both houses united without dis-
tinction of party. The minutes read, ¢ passed in the senate by yecas
twenty, nays none. Ratified in the house of representatives by yeas
seventy, nays none.'’

The general assembly commenced its seventh session on the 6th of
November, 1848,

““The revenue law of last session,’’ said Governor Drew, ‘‘ has
answered fully the public expectation. It has realized all the favorable
results anticipated By its most sanguine friends. "’

‘While the revenue under the old law was only from $25,000 to
$30,000 per annum, under the new law it was upwards ot $70,000.
Less than one-third of this was, however, in specie, during the fiscal
years ending October 1, 1847, and October 1, 1848,

““ The report of the financial receiver of +he State Bank, and of the
secrotary of the board of trustees of the Real Eatate Bank, are referred
to with more than ordinary satisfaction, as they each exhibit a more
successful course in the accomplishment of the act of liquidation on
the one part, and the assignment on the other, by the collection of a
much larger smount than during the two years preceding their previous
reports.’’

p(guptain (. Washington Patrick, who had been appointed by the

overnor an agent to examine tho State Bank and its branches, began
this duty in May, and coutinued it up to the time of the meeting of
the genernl memi)]y. ITe visited each branch,

At Fayetteville he found that lands had been received in payment
of dehts to the amount of $42,404 40; but as most of these lands ha:
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afterwards been sold under executions to satiafy judgment creditors,
the Icss to the bank in this way alone amounted to nearly $40,000.

The banking house and lot, which had cost some $8,000, had been
sold under execution for about $800, and the bank officers dispossessed
of the same.

At Batesville he found bills, bonds, and notes, amounting altogether
to $193,000; buton nearly half this amount, or on $89,000, non-suits
had been taken. The officers assured him ‘¢ that the cases were dis-
missed at the cost of the bank by the presiding judge, on points of law
¢y=1 which the bank attorney had no control, und that it was not for
want of skill, industry, and integrity on the psrt of the bank attorney
that the bank was non-suited and prevented in the collection of her
debts, and involved in heavy damages in the shape of clerk’s and
sheriff’s fee bills.”’

““ The whole amount paid by this branch for incidental expenses,
from the 2d of February, 1847, to the 13th of July, 1848, as shown by
statemeni marked B, including the accounts ut law, is $4,038 95. It
is shown by said statement that only $9,674 75 have been transmitted
in cash assets to the principal bank. For ths same time the bank has
been at the expense of paying the salary of an attorney and financial
receiver, at an annual sum of $800 each ; say both for seventeen
months $2,300, which has been paid by the principal bank, sellin
real estate paper at a discount of seventy-five per cent., or $8,200 rea
esiate paper. Add these two sums together and it will be seen that
this branch has not collected enough to pay expenses of managing the
same ; and if carried on a few years at this rate, every solitary cent
of the bank would be consum, and still a debt be hanging over it
for salaries to bank officers."’

At the Post of Arkansas the books and papers of the late James M,
Smith were found to be ‘“ wholly inexplicable,”” and his successor,
Mark Mitchell, exhibited no books kept by him since he came into
the office.”’

The whole amount due to the principal bank and the three branches
on notes, bills, bonds, and other obligations, was set down ut
$977,279 91, of which $667,628 04 was reported good, $176,569 02
doubtful, and $233,082 88 bad. This was independent of back in-
terest that had accumulated, and which was supposed to amoert to
upwards ot $260,000,

Mr. Trapuall, from the committee on banks, made report, that when
the act of liquidation went into effect, in 1843, ‘‘ the assets of the
bank amounted to $1,832,120 45, and were sufficient at that time to
redeem the circulation and pay off the bonds. On the 6th of No-
vember, 1848, according to the rclmrtn, there was due for bionds
$1,48G,847 60; the paper uot yet redeemed is $83,427; and according
to the report of the agent the whole amount of available assets docs
not exceed soven hundred and fifty or eizht hundred thousand dollars,
leaving a deficit of at least $600,006, which will have to be raised by
taxation out of the pockets of the people.

“This is owing, firat, to the withdrawal, by the legislature, of the
funds in th. "aua in 1842 and 1844, to pay themselves and the ordi.
nary expenses of the government, by which the bank was deprived og
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a large amount of money, and of the only means of defending hersell
against the judgments rendered aguinst her, and by which =ll her
real estate has been sold and sacrificed for one-tweatieth of its value."’

‘ And, secoud, that the Real Estate Bank paper has been sold at the
market price to raise means to pay the salaries of the bank officers
and the expenses of the bank. In the last two years the expenses,
salaries, &c , have been $13,425 36, for which $50,191 of bank paper
has been suld.

*“To raise the $9,600 appropriated for the rebuilding of *he peni-
tentiary $37,690 of the bank paper has been sold, without the au-
thority of law known therefor to your committee, and to pay for the

rinting of the acts, &c., of the last general assembly, amounting to
4,667 19 in good funds, $18,149 36 of bank paper has been sold."’

Whatever may be the value of the bank paper in the market, every
dollar of it in the vaults of the bank is a dollar to the State, and to
raise the amount of $13,426 34, for bank officers and expenses, $9,600
for the rniuntinry, and $4,667 19 for printing, the means of the
bank and the State to the amount of $106,030 38 have been used.

*“ Much of the loss is attributable to the cumbrous and inefficient
systenn of liquidation, and the number of officers employed iu it, and
to the negligence and carelessness which is the natural result of such
a system,

* To protect the Btate from imposition, to guard the interest of the
bank, to provide land-marks which might te ‘litate an examination
of the bank, and above all to furnish the proper officers of the State
and legislature with the actual condition of the bank at stated iuter-
vals, various laws have been passed from time to time calculated and
intended to effect that object. In requiring the notes of the bank to
be burned when the sum of $10,000 is on hand; in requiring the
financial recciver to make a statement of the assets to the governor
every four months, and fixing a severe pemalty for its violation. On
the 23d of December, 1846, requiring the finaucial receiver to make
out & list of the individual indebtedness duc the bank, setting out the
sum of every debtor, and whether the same was good, doubtful, or
bad, and have the same before the general assembly at its next meet-
ing, and fixing u fine of not less than a thousand dollars for a failure
sv to do, Anﬁ one of still more magnitude and importance, requiring
the financinl receiver, in cases of' redeeming or receiving State bonds
in exchange tor bank notes, to cancel and file the same with the
treasurer, and to file one of the trewsurer's receipts with the auditor
sod also that the financial receiver should take duplicate receipts from
the person from whom any bonds are redeemed, showing the amonnt
paid for interest on such bonds, one of which receipts he shall file wit
the suditor,

**The importance of complying with the lawx must be obvious to all.
The provisions of the first mentioned have not been regarded, as the
financial receiver says the committee to burn bank notes did not meet,
The provisions of the second were disregarded, because, as the financial
recoiver un.fvn, the governor did not make a requisition for the statoment.
But no valid excuse can be made for a failure to comply with thy re-
quisitions of the third and fourth last mentioned laws, And what

H. Ex, Doc, 112315
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appears equally strange to your committee is, that although within
tho last two years the financial receiver has exchanged more than
$140,000 in bank notes for Btate bonds, yet no entry is made on the
books of the bank of the time of the exchanges, with whom the same
was made, or how much was allowed for interest on the bonds. If
the only effect of the failure to make an entry on the books of the
bank of the exchange of notes for bonds, and to comply with the
plainest requirements of the law, was to cause in the minds of many
a suspicion that the financial receiver had not dealt fairly with the
bank, or executed faithfully the high trust reposed in him, your com-
mittee would not advert to the subject. Dut the whole transaction
relative to the exchange of notes for bonds is a sealed book tu your
committee, and while they cannot say that the State is a loser by this
violation of law and common usage, yet the financial receiver has cut
off every means of detecting an error, to use no harsher term, and
preventing the committee bestowing a com‘;liment if he deserved it.

¢ It appears that the financial receiver exchanged notes, or, ir other
words, traded with himself for bonds in exchange for notes, and, a8 in
other cases, no record of the transaction was kept on the books of the
bank. It also appears that the financial receiver has been extensively
engaged in a brokerage of notes and bonds, and while your committee
would not presume to interfere with the private transactions of an
individual, yet they think the interest of the State would be best sub-
xerved by an officer who abstained entirely from all dealings in funds,
and particularly from trading with himseif."’

After a detail of particulars, which it is not necessary to introduce
here, the committee concluded by stating that they are ‘‘ satisfied that
radical reform in the administration of the officers of banks is impe-
riously called for ; and that their officers sliould be compelled to per-
form rigidly the duties imposed on them, and no omission shouls be
tolerated, and especially that buying and selling, and every species
of brokerage, should be emphatically interdicted,”’

This report was signed by J Gould, chairman of the committee of
the SBcnate, and by F, W. Trapnall, C. P, Bertrand, E. H, Fletcher,
and A, W. Wilson, the committee of the House.

Though this report censured very severely Mr. A, E. Thornton, the
financial receiver, yet three memibers of the SBenate and twenty-four of
the Houre declared in favor of re-clecting him. On a second ballot,
however, Mr, J. M. Ross received the votes of eleven members ot the
Senate and thirty-eight members of the House—a majority of the
whole—and was thns duly chosen snecessor to Mr. Thornton.

At this session of the legislature, & memorial was received from
sundry holders of Arkansas bouda, principally residenta in New York,
praring that measures might be taken for the punctual payment of
the interest.

“These bonds,"”’ they said, *“it ia known to all parties interested
therein, were expected to be provided for by the banks to which they
were issued by your State. But it wax the plighted faith of the State,
and it only, that enabled the banks to realize, as they did, the full
value of thewe pledges, and the full amount called for by them, and
by the tenor of the bonds, The purchaser and the prescut holders of
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those bonds have looked to the ability and to the honor of the Btate
alone for the return at the appointed time of the capital thus lent, and
for the proper and regular payment of the installments of interest ;
they have been disappointed in this by a failure in the payment of
interest since about the year 1841, They are fully aware that causes
of disappointment then existed of such a nature ws to relieve the
State from censure and reproach ; though the effeot was painful in the
extreme, distressing to a‘)l, and ruinous to many ~¢ the holders of
these bonds. But those days of darkness to the national industry
have passed off, and have been succeeded by others of liberal reward
to all branches of industry, r ndering it, we respectfully but con-
fidently suggest, imperative on the honor and moral integrity of each
of our sovereign republics to accomplish their engaﬁomunu, and to
remunerate their creditors for the heavy burden that has been put
upon them by suspension of payments, which several of them made
during the gloomy pecuniary revulsion which is past.

 Your memorialists earnestly entreat that you will not fail at this
session of your legislature to make ample provision for tho prompt
payment of the interest now and hereatter to become due, or if it is
supposed inconvenient to pay the whole interest now due, that a law
should be passed to fund the interest now due, and provide for the
regular psyment hereafter of the interest on it and on the principal.”’

1t was impossible for the legislature to comply with the request. It
appeared, from the report of the auditor, ‘hiat the annual interest on
the State Londs, then unredeemed, amounted tc $153,670. The ag-
gregate of interest due and remaining unpaid was $1,108,172 50, 1If
this had been funded at 6 per cent, it weuld have made a net annual
charge of 866,490 35, which, added to the annual interest on the
bonds, would have made a net yearly charge of $220,160 25.

Under the new law the revenue of the State hud, indeed, been in-
crensed from between $25,000 and $30,000 to upwards of $70,000 a
year; but this was but little more than was required to pay the ordi-
nary expenses of the State government. And of this revenue only
about $23,000 was in specie. The rest was in Arkansas treasur
warrants and other paper, which had little value beyond the bounds
of the Btate,

The public creditors asked the legislature to raise by taxation, for
their Lenefit, an annual revenue in specie about eight times as great
a8 the people had been accustomed to pay in depreciated paper, As
wlready stated, it wus impossible for the legislature tc comply with
this request ; but so far were they from repudiating, that the follow-
ing resolution, which was introduced by Mr, Berry, was passed by the
House without a disseuting vote:

“* Whereas we arc well assured that there is a settled determination
on the part of the people of Arkansas not to stain the political and
moral character of the State by repudiating her just public debts ; and
whereas, althongh the State ia not now able to meet the demands of her
creditors, yet tho rapid increase of popnlation, the springiog up «
her innumerable resource. , and the advancing proapects ot her agr
cultural intercats, afford the pleasing assurance that the day in no-
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far distant when she will be able to make some provisions for the
gradual liquidation of her debts ; therefore,

‘‘ Resolved, That the committee of ways and means be instructed to
report to this House the amount of the public debt, the annual interest
thereon, and whether there are now any means accruing to the State
that may be applied to the redemption of the bonds.”

A joint select committee reported that they had canceled State Bank
bonds and conpons to the amount of §156,286 36, and the registered
Real Estate Bank bonds and coupons to the amount of $120,280. All
these had been received in satisfaction of claims of the State Bavk ;
and thus may be said to have commenced the formal liquidation of
the debt of the Btate. Governor Drew was anxious to hasten the
md work by receiving the bonds and ocoupons in exchange for

000 acres of land which the United Btates government had granted
to the State for the purposes of internal improvement. But a com-
mittee of the legislature, to whom the subject was referred, reported
that the grant had been made for a definite ohject, and could not,
with propriety, be applied to any other.

After this reduction of the State debt it would have required an
annual tax of upwards of $200,000 to pay the interest on what re-
mained unredeemed, in the manner suggested by the holders of the
Stato bonds. Of course, the legislature made no attempt to effect
that which was evidently impracticable.

By an act approved January 9, 1849, it was provided that all the
branches of the Btate Bank should be closed, and their books and
assets conoentrated at Little Rock, retaining, however, an attorney at
each branch. It was further provided that in any suit instituted by
the bank the bank should not be ruled to security for costs, but the
State should be liable to pay costs rendered against said bank. Bome
measure of this kind was necessary, as the State Bank had in a mul-
titude of cases been non-suited, simply because, owing to its pecuniary
embarrassments, it could not give security to pay the costs of suit.

In April, 1849, Mr. Roes commenced the discharge of his duties as
financial receiver at Little Rock. A part of the legislature were dis-
satisfled with the conduct of his predecessor, A. E. Thornton ; but so
many continued to oconfide in his honesty that on the first ballot he
received more votes than any other candidate, one only ted.

Mr. Ross had not, however, been many months in gffice geforo he
discovered that Mr. Thornton had received some nine gr ten thousand
dollars which he had failed to account for. Thefe amounts Mr.
Thornton, when called on, paid up.

Further investigations showed that there had been various crooked
dealings in relation to bonds. A full statement of these was laid
before Governor Roane on the 15th of October ; and on the 18th the

vernor communicated the particulars to John J. Clendenin, eeq.,
go attorney general. ;

Some fourteen days afterwards Mr. Clendenin, in a letter to Mr.
Roes, acknowledged haviag received, through Governor Roane, his
‘““report in relation to the defalcation of Abner E. Thornton, late
financial receiver, and also preferring charges against him for misde-
meanor and fraud in office.”” Mr. Clendenin proceeded to say that
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if civil proceedings were instituted they ought to be instituted by the
bank, and that he had so informed Governor Roane and D. W. Car
roll, esq., the attorney of the bank. ‘“In relation tv the criminal
charges,”’ continved Mr. Ciendenin, ‘I deem sufficient has been
shown hv your report for me to submit the facts to the next grand
jury of tli connty for their action. But it may probably be neces-
rary that .me steps should be taken before then to secure the attend-
ance of Colonel Thornton, and I have to suggest, if you think proper
to do so, that an affidavit should be made by you, (az being cognizant
of the facta,) beforc an officer, setting forth ﬂ{e facts and requiring that
Colonel Thornton should be held to bail for his appearance before our
next circuit court to answer the charges against him."’

To this letter, which he received on the 2d of November, Mr. Ross
replied, on the same day : ‘‘As Colonel Thornton left this city early
yesterday moroing it is unnccessary that I should take any steps now
to ‘hold him to bail’ to answer the criminal charges set forth in my
report. Neither do I believe it iny duty to do so0.”’

About a year after this, on the 4th of November, 1350, the eighth
session of the general assembly commenced.

““1 have,’’ said Governor Roane, ‘‘ to congratulate you upon the
prospect, under the present revenue laws, of our soon being relieved
from that unfortunate system, forced upon us by necessity, of issuing
treasury warrants; a system but little iesr unfortunate than the re-
pudiated doctrine that banks are essential to the collection and safe
keeping of the public revenue of the country.

*‘ Bhould the revenue laws now in force be continued, we have the
hope before us of once more seeing the revenue oollected equal to all
demands on the treasury ; and our debts, except those contracted on
account of our banks, extinguished. For the two years commencing
with the 1st of October, 1848, and ending with Beptember 30, 1850, the
amount of revenue paid into the treasury was $163,111 41; and the
exlaenml of the State for the same period were $135,7681 46, leaving a
balance of $27,348 Y5, which was expended in redeeming outstanding
treasury warrants, of which there still remain unredeemed $16,259 38§,
but which will be redeomed during the next two years.

* The time appointed by an act of the legislature within which the
Bank of the State of Arkansas shall collect her debts and redeem her
circulation, preparatory to making a final settlement of all her affairs
will expire in little more than two years. By information derived
from the able and elaborate report of the present financial receiver of
that institution, we are enabled to ferm a very correct conclusion as to
the conduct of those who have had the control and management of
her affairs in time past, and to determine in what condition she will
be found npon a final adjustment of her accounta.

* Judging from the facts thus presented, it requirea no extraordinar
degree of mental acumen to determine that the history of this ban
is but a catalogue of the grossest mismanagement and criminal negli-

ence, (to use no harsher terms,) from the date of her charter until
the present timo, and that heavy loss to the State must be the con-
sequence.

““To arrive at this conclusion we necd go no further back than the




- e - c——

E—— S e = ———

230 CONDITION OF THE BANKS,

date of the act of liquidation, which, as I contend, was conceived in
error and will result in misfortune. Among the numerous objections
that might be urged against this law not the least prominent is the
unnecessary extension of time granted to the debtors of the banks.
Itis a well attested fact that the longer a debt remains due the
lighter we feel the obligation resting upon us to pay it. This has
been clearly exewplified in the case of the Stete Bank; and in con-
sequence of this very principle thousands, it not hundreds of thousands,
of dollars have been lost to the Btste.

5 Conaeguunt upon, and rendered nacessary by this mistaken lenity,
was engrafted upon the law another principle but little less destructive
to the interest of the banks ; the employment and pay of so large a
number of officers. Their salaries, though small, taken separately,
(too small in some instances to commaund the most competent indi-
viduals,) yet, when taken in the aggregate, the doubt may be reason-
ably entertained whether their salaries did not amount to more than
by their agency was recovered for the bank. In some instances, these
officers have been incompetent ; in others, criminally negligent ; and,
in one instance, that of Abner E. Thornton, absolutely dishonest.

““ The evidence of their incompetency will appear on the records of
our courts, where the bank has been not only defeated in the attempt
to coerce payment, but left with a heavy bill of costs to pay ; aguin
it will appewr from their inability to so keep the books as to exhibit
the transactions of the bank. The gross negligence will be found to
exist in permitting more than two hundred thousand dollars worth of
the notes due the bank to remain in their hands till they were barred
by the statute of limitations. The diehonesty of Abner Thornton is
manifested throughout his whole official career, exhibiting but a series
of embezzlements and f rgeries.”’

From the best accounts Governor Roane could collect, he arrived at
the conclusion that the two banks would leave a debt of about two
millions to be paid by the State. ‘“ It may be more; it can scarcely
he lews. There is not a citizen, I apprehend, in the State of Arkansas,
who is not prepared to acknowledge its justness, and concur with me
in saying that the State is bound, by every principle governing con-
tracts, to use all the means in her power to pay it to the last cent,
The spirit of repudiation can find no advocates in Arkansas—no
resting place in the hearts of her citizensa. DBut the disposition and
abilit; to discharge our liabilities are two things ; one we have—let
us see what are our prospects for the other,”

The governor then took a view of the resources of the State. The
taxes already levied ‘¢ were oppressive upon the people, and submitted
to only from the necessity of the case.’” Such an additional rate as
would be necessary to pay the interest on a debt of two million dollars
and discharge the principal in twenty years, would be ‘“a burden
too enormous to be borne by any community, and one to which the
peoh\:le of Arkansas are, at this time, uoprepared to submit."’

r. John M, Ross, the financial receiver, made an elaborate report,
accompanied by tables, in which he gave the name of each man who
was indebted to the bank or either of its branches, whether as prin-
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cipal or security, together with the amount due by him, and other
interesting particulars

The committee on banks reported, that of the debts dueto the State
Baok, $267,186 81 were reported to be good; $241,404 62 to be
doubtful, and $572,968 84 to be lost.

“ We niay he assured that, of the $1,081,660 70 now due the bank,
the enormous amount of 780,000 is irretrievably lost. That a portion
of this has been owing to the deranged conditivn of the currency, and
the consequent embarrassment of the country, the committee admit ;
and that a part has been lost by reckless legislation is beyond doubt;
but that, in many cases, the great bulk of the loss is attributable to
the criminal negligence and dishonesty of the officers of the bank,
seems clear to the committee.

‘“ By failing to sue in time, and by indulging favorites, the bank,
as stated in the message of the governor, has lost the enormous
amount of $200,000 by the statute of limitation ; and a large part of
the residue of this amount ($780,000) has been lost by a uniform
failure to attend to the security of the debts due the bank, by changing
aund taking inferior security ; and in many instances hy relieving
friends, and men of wealth and influence, and taking men of small
means and doubtful responsibility in their stead ; and by the failure
to enforce collections with proper diligence and energy; and this
your committes think is fully exemplified in the statement of the con-
dition of the Fayetteville branch, where, of an outstanding debt of
$221,619 19, only $35,243 68 is available, and the loss in $186,376
51 ; five-sixths of the whole amount a total loss,

““The history of the bank exhibits the mest astounding instance of
long continned mismanagement and opeu abuse of trust that ever
occurred in a country of liws. This state of things has been brought
about to some extent by a narrow policy and a mistaken idea of economy
in giving small salaries to officers in high trust, to great indif-
terence as to qualification in sclecting officers, but more than all, to
a total failure to examine into the conduct of these officers, and holding
them to strict acconnt.

““The conduct of those who have the keeping and control of the
public meana and moncy and periodical acconnting by them, which is
suggested both by prudence and experience as necessary to their secu-
rity, seems to have been forgotten, so far as the bank officers were
concerned, In the possession of vast amounts, freed from all restrainta,
every obligation seems to have been released, and every law regulating
their duty set at defiance.

“*The law required that whenever the amonnt of §10,000 of the
bank paper should be on hand it should be registered and burned.
The necessity of this law and the neceseity of antorcing it is obvious ;

et large amounts of thia money accumulated in the hands of the
nk officers, and for four years but little of it was registered and
burned.

““The law required that each one of the financial receivers shonld
make quarterly reports to the governor of the amount and character
ol the assets in their hands. The necessity of this law in obvious, too,
to prevent the agents from using and speculating in these funds ; yot
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no regard whatever was paid to this most important law. An omis-
sion to do so subjected them to a penalty of not less than two hundred
nor more than two thousand dollars,

“ Another law required them, when they received a Btate bond, to
take of the person from whom it was received a statement of the date
of the receipt and the amount of interest computed, and to take the
bond and statement at once to the treasurer and have it cancelled, and
file his receipt for it with the auditor. The honds were drawing six
per cent. interest, and this law was passed to prevent the officers from
receiving and holding the bonds, and defrauding the State out of the
accrning interest; yet no regard was paid to this law, and a large
number of the bonds of the State and Real Estate Bank came to their
hands which were held, some of them three or four years, and the
interest calculated upon them up to the time they were turned over.
The State was an immense loser by this operation,

““ Permitted to retain large amounts of money on hand for an indefi-
nite time, having failed to make their q\mrter{y statements v i.h im-
artialty, no one seemed to notice or care about it, and seeii.x ‘hat a
la.rge sum could be made by getting and holding the bonds, a. J that
in all probability they would never be called to account for it, untram-
melled by sense of duty, obligation, or law, they gave full scope to
their cupidity, The paper of the bank had depreciated and was fluc-
tuating in value, and was generally in the hands of capitalists and
apeculators, and could not easily be obtained by the debtors of the
bank. With the means of the bank they (the officers) would pur-
chase the paper and bcnds and sell them to the debtors at an advance.

“ Thus they raised means out of the bank with which they took
advantage of the necessities and speculated on the debtors, and whilst
they on the one hand gained immense profits out of them, they on the
other robbed the State out of the accruing interest on the bonds.

““And out of these double speculations, and taking all the other
advantages which their position and means gave them, one of them
(Thornton) in the course of four years accumulated a large fortune,
and although he was notoriously guilty of every offence that could be
committed in the bank against the State and the law, and although
the most conclusive proot was furnished of the peculation and forgeries
committed by him, yet he was permitted to remain uumolested for
some time at the seat of ﬁovernment winding up his affairs, and at
last permitted to leave the country openly, without hindrance from
any quarter, There scems to have been no one who felt it his duty
to attend to the interest of the State and have him arrested.

¢« All the safeguards thrown by law around this fund for the sec-~itv
of the Btate have been nuniformly disregarded, and the consequer
an enormous amount irretrievably lost to the State. Almost every
one interested with the offices of the bank haa felt himself at liberty,
in open violation of the lawa, to use and retain its means. The
checks provided by law not having been observed, it is impossible for
the committee to make catimates '’

The report was signed by Thomas H. Bradley, chairman of the
committee on banka in the house of representatives, and by Napoleon
‘ bairman of the commitiee an hanka in the senate, Per-




CONDITION OF THE BANKS, 233

haps it is too sweeping in some of its charges. Bome of the efficers
were, no doubt, guilty of criminal negligence in not collecting what
was due to the bank, and others rendered themselves obnoxious to
censure by not paying over promptly what was collected by them.
But we know of none, with the exception of William McK. Ball and
Abner E. Thornton, that can be charged with downright dishonesty.

In & special message which Governor Roane sent to the house on
the 18th of November, 1850, he said, referring to the charges made
against Thornton:

“The day after these documents were delivered to the attorney
general I left the Btate to attend a convention to be held at Memphis,
to which | was a delegate. On my return, after an absence of two
weeks, Abner E. Thornion had left the State. Learning that he had
removed to the Btate of Louisiana, I made a demand upon the gov-
ernor of that State for his delivery, and sent an agent to reccive and
bring him back. He could not be found, and is now, I am informed,
in the republic of Mexico,"’

In a special report Mr. Ross stated that the receivers at the principal
bank and branches had disposed of $127,197 16 in Real Estate Bank
notes, for $36,324 31 in specie, being a smal. fraction over 28 cents
on thedollar, These sales were made to obtain the means of rebuilding
the penitentiary, pay for the public printing, and defray various
expenses of the trust,

A communication was received from the governor enclosing a letter
from Jumes Holford, of London, one of the principal holders of Arkansas
State bonds, In this letter, dated Little Rock, November 14, 1850,
Mr. Holford says:

*“ On looking over the balance sheet of the State Bank, it is but too
evident that there must be a very considerable deficit to meet the accru-
ing interest and the final payment of the principal of the bonds loaned
to it, Consequently, as J;e State must eventually pay all, and as the
treasury is not now prepared for it, I would recommend that the wreck of
the assets of this bank, which can be collected, shonld be used in the
Es.yment. of the accruing interest for the coming ten or twelve years,

y which time the taxable property of the State will have so materially
increased that not only the interest but the trifing wmount for a
sinking fund may be raised without increasing the present taxation.’

Bome have cast reproach on Arkansas because she did not* promptly
satisfy the claims of the holders of the bonds. Mr. Holford, who
visited the State, saw the true condition of things, and that nothing
better could be done for ** the coming fen or twelve years than to apply
the wreck of the assets of the bank to the payment of the accruing
interest on the bonds.’’ It was impossible for the legislature to follow
his advice to the letter. But they have followed it in substance by
applyinf ““ the wreck of the asscts of the bank, so fur as they can be
collected,”’ to the payment partly of the principal, partly of the interest,
of the Stato bonds.

Ity an act passed Jannary 11, 1851, the office of bank attorney was
abolished, and authority was given to the receiver at Little Rock to
employ special attorneys as occasions might arise.

he ninth session of tho general assembly began on the 1st of
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November, 1852, In addressing that body, Governor Roane gave an
interesting sketch of the early history ci the State,

‘‘Arkansas was admitted as a Btate into the Union in 1836, now
sixteen years ago. Her territory was large, and her population, small
in numbers, and indigent in circumstances, possessed but few capabili-
ties for properly entering upon the task of self-government. Bituated
on the west of the great Mississippi, beyond which the tide of emigra-
tion had not then passed, and indeed there wasa large tract of unsub-
dued forest intervening between her and the thickly settled SBtates, to
be settled up before she could naturally expect to arrest the attention
of emigrants, and her soil become the resting place of that mighty tide
of human beings which has ever been tending westward since the
history of man was written ; during which time she had to remain in
n state of probation, anxiously awaiting the coming of the people
before commencing the work of improvement. At this time she had
but little over fifty thousand inhabitants, possessing but little enter-
prise, and less wealth ; the latter making an aggregate of not more
than fifteen million dollurs.

““Thus illy prepared, Arkaneas assumed the robes of sovereignty,
and became a free and independent State, entitled to all the privileges,
and assuming all the responsibilities devolving upon the oldest, most
wealthy, and populous Btates in the Union

“To meet the exl)euaes necessarily incident to a SBtate government,
onernus taxes were levied and collected from a people poorly prepared
to meet the demand

‘¢ Just before or about this time the land excitement had seized
upon the minds of the western people, and, indeed, pervaded the com-
munity everywhere. As‘a consequence of this, a very large portion
of our most valuable lands fell into the hands of non-resident specu-
lators, precluding their purchase by actual settlers, and retarding the
gettlement of the country, the element most desirable to a new State,

““ At the same timo two banks were chartered by the leginlnture. and
in order to procure a capital fund upon which to base their operations,
bonds to the nmonut of §$2,827,000 were sold, for the redemption of
which the faith of the State was pledged, Thus a heavy debt, with
accumuluting interest, was fastened upon the State during the first
year of her existence.

“The aflnirs of these institutions were entrusted to the management
of inexperienced and unfaithful agents, Confusion, embarrassment,
and disaster were the inevitable consequences, and suspension of their
business resuited, And taking into consideration the history of the
times, the fact that all the banking corporations of the south and west
had, at the time or immediately thereafter, suspended specie payments
and ccased to do business, it is very doubtful whether a widely different
result were practicable evon under the most faithful and skillfl mun-
agement. Then followed the uct of the legislature, by which these
banks were placed in liquidation ; and there is little doulv that even
then their business might have been wonnd up with but little actual
loss to the Btate, had not the ruinous policy been adopted of extending
the time of anment to those indebted, to the extraordinary period of
ten years, thus allowing all who preferred emigration to the payment
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of their just snd honest debts time and opportunity to leave the State
and carry off their property, the greater portion of which, in many
ins!ances, was pumguod with the very monely drawn from the banks.

“To this false step, and the continued false management of these
banks, may beattributed most of our misfortunes. Public confidence was
destroyed, emigrants were warned sway from our borders by threatened
taxation to pay a debt which they had no sgency in creating. Our
legislators caught the infection, becarue sectional in their views, would
not be convinced that Arkansas could manage with wisdom any enter-
prise, while under the control of ‘l.e State ; and the doctrine obtained
that it was the duty of each member to s3cure for his immediate con-
atituents as great a portion of the public ;reasure a« )s8ible, upon the
idea that there was no hope of ever extricating ti. _.ate from her
embarrassments.

““This is one side of the picture. Let us turn now to its other and
brighter aspect. We have seen under what disadvantageous circum-
atances our State ca- ¢ into the Univn, and by what errors and mis-
fortunes, in the v-.y morning of her existence, her energies were
rnralyzad, her eriarprise fettered, and public confidence in her capa-
iilities alm:-st en rely destroyed. Yet such and so great were the
natural resources and advantages I have ascribed to her, and which
she really possesses, that emigrants from other States could not be
turned away, and her population has increased in & ratio of almost
unprecedented rapidity—that ia from 50,000 in 1836, to 97,000 in 1840,
to 210,000 in 1850, and to at least 230,000 at this time (1852,) sn in-
crease unequalled by that of any State of the same age. And her
wealth too has increased in an equal ratio, that is, from fifteen millions
to fifty millions, while her exports of the great southern staple have
:;: idly risen from fiv: thousand to one hundred and fifty thousand

es.”’

In another part of his message Governor Roane stated that the bonds
issued for the Lenefit of the Stats Bank, and the interest that had
accrued thereon, amounted to $1,600,195, and that the notes still in
circulation amounted to $47,197 50. The debts due to the banks,
supposed to be good, and the other available asscts, amounted to
$582,962. ‘I owing that when a final settlement shall be made,
there will be & valance due from the State of $1,022,856 50, which she
is bound by every principle of honor as well as the law governing con-
tracts, to pay."

The deficit of the Rea! Estate Bank would, the governor supposed,
swell the pub'ic debt to two millions dollars, ‘‘with an accruing
snnual interest of about $120,000."”

““T have no r'oubt that this debt could be funded upon liberal terms;
requiring t:e Btate to take up her now outstanding bonds, and in lieu
thereof issun new bonda payable at some future day, at the same time
giving some security for the | u{luunt of'the accruing interest uponthe
new bonds, whicl: can bo dune by @ ;prupriltinﬁ the assets of the bank
for that purpose, In this way the %Im step will be taken towards the
extinguishment of our State debt. And by the time the new bonds
reach maturity, by pursuing a liberal policy in developing the re-
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sources of our State, we shall doubtless be able to pay the debt entailed
upon un.l:! our banks. .

“ By adopting this polioy our reputation as a State may be shielded
from the threatened taint of repudiation.’’

Mr. Rosa, the financial receiver, said in his report of October 1,1852:

‘ On 1st October, 1850, the notes and juigmerits due to the bank,
with interest calculated up to that time, smounted to the sum of
$1,081,660 17. This was classed as follows :

B $267,186 61
DIOMRINEE | . ok arrornnassiaatovesaniis iuabrbas sovesosperssonsn 241,404 652
TBBORVIRIE o cvd) thsmronniiana b+ ns Iomsnas R asiva AlE s S o aNaES 276,664 46
L s nraies Bensesvonenssnsin -~ SHBIUE OO

“‘The collections from lst October, 1850, to 1st October, 1852,
amount to the sum of $178,628 76. This amount was collected almost
entirely from debts classed as solvent. Not exceeding one-third of the
debts classed as doubtful will be collected. Between $5,000 and
$6,000 of debts classed as insolvent have been compromised, and a
portion of that amount collected. The balanca will be lost, Of the
debts classed as lost $417 01 have been collec. ad.

“‘The amount that will yet be collected will no* exceed $200,000.”

The committee on banks of the house of ropresentatives reported
that ‘“ they had consulted together as to the propriety of the legislature
turning over into the hands of the State treasurer all the books, assets,
evidences of debt, &o., of the bank, and that discretionary power be
conferred on him to wind up the same, with a due regard to the best
interests of the State. But upon reflection and deliberation, the com-
mittee are of opinion that such an act on the part of the legislature
would be, in effect, a merger of said bank into the State, and thereby
destroy it separate corporate existence, and consequently result in loss
to the bank, and thereby to the State, of whatever good debts still re-
main unpaid. Or if such would not be the result, it would at leant
furnish new grounds of defence to the debtors, and thereby cause great
delay in the collection of debts, Buch being the opinion of the com-
mittee, they would beg leave respectfully to suggest to the general
assembly the propriety of passing an act to extend the present law in
relation to the liquidation aud settlement of the bank to a period of
two years longer, in order that the amount of £200,000 of good notes
and judgments, before mentioned, as remaining uncollected, may be
socured to the State,”’

In conformity with this recommendation an act was passed, on the
12th of January, 1853, to extend for two years the act putting the
Btate Bank in liquidation.

Before quitting the concerns of 1852-'53, it is proper to observe that
the public records of this year contain the only indications that can
Ye found of a disposition on the part of any of the citizens of Arkansas
to return to paper money banking.

The earlieat of these in point of date is to be found in the report of
C. C. Danley, esq., the auditor of public accounts, Qctober 1, 1852,

“'The policy,’” he said, *‘ of connecting Btate governments with
banks is exploded, but it is thought that the subject of free or indi-
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vidual banking as a separate branch of business would be eminently
worthy the consideration of the legislature. In the language of an
eminent financier : ‘ baoks have lost their power, under the increase
of private capital, and the immense accumulation of the precious
metals, to raise and depress prices by the capacity of expsnsion and
contraction. The days of banks are over ss associated companies.
The{ will exist as private establishments, and the change will be of
incalculable advantage to the public.’” Banking as a monopoly, and
when it is confined by law to a privileged few, is obnoxious to objec-
tions, and repugnant to the genius and spirit of the age in which we
live. But no reason can be shown why a citizen should be restrained
by law from banking as a business, any more than that laws should
be passed to restrict the business of selling merchandise, or raising
corn or cotton.”’

If by banking be simply meant receiving money on depoeif, dis-
counting notes of hand, and dealing in bills of exchauge, ceitsinly
‘“ no reason, can be shown why a citizen should be restricted th-: in
any more than in the business of selling merchandize or raisicg ¢ :n
or cotton.’”’ But if with the business of banking, properly su uall d,
he connected thrt of issuing promises to pay intended to pas: ay 1. o~
stitutes for metallic money, such banking must sooner or s be
productive of great evils to the community. By every papur cui.ar
1t issues it drives a gold or silver dollar out of circulation. Nor is
this all. For a natural system of credit it substitutes an artificial one,
by which debts are multiplied to an extent much exceeding the
advantage gained,

We have not the name of the eminent financier who said : *‘ banks
have lost their power to raisc and depress prices by contraction and
expansion.”” But recent events have shown that he is, to say the
least, greatly mistaken, If other things be the same, and the power
to issue swall notes be retained by the banks, ‘‘ widening the wpecie
basis'’ only facilitates raising higher the paper superstructure, I,
of late years, the expaunsions and contractions of the banks have been
less frequent and less deleterious than formerly, it is owing wholly
and solely to the operation of the constitutional tressury system of
the United States, That, by checking the banks in their expansions,
causes their subsequent contractions to be less injurious than they
otherwise would be. But, unfortunately, it only checks the banks.
It has not the power to control them.

Towards the close of his message Govornor Roane entered somewhat
at lewth on the consideration of the subject.

““We have no mr retary institutions among us; yet onr State is
flooded with the pap. currency of her sister States; thus subjecting
ourselves to be imposed on by spurious and unsound banking institu-
tions abroad, about which we know nothing, and in their management
can have no hand, rather than trust ovrselves and institutions of own.
It is susceptible of demonstration that the citisens of Arkansas pay, in
the shape of discounts, exchange and interest upon foreign bank
psper more than sufficient to discharge our entire State debt in a fow
years."’

It 15 & matter beyond dispute that so long as the other States have
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a false monetary system, Arkansas must snffer more or less from it ;
but it does not ther~ follow that she will diminish her sufferings b
establishing a false ..ovetary system of her own. None of the citi-
zens of ArEaulu pay discount or interest to the banks of Louisiana,
Tennessee, or any other Btate, unless they borrow from them, and if
they borrow they ought to pay.

he chief danger to which we are exposed from the foreign bank notes
in circulation among us is that they will depreciate in our hands, if
not become r.:*:rely worthless. But we are less exposed to this danger
than the p: 1.3 of any other Ktats, In Texas, une of the States
adioining us ¢ .1 the south, there is but one bank, and that has a very
limited circulation. Our other southern neighbor, Louisiana, has
baoks a plenty ; but none of them issue notes of a less denomination
than five dollars, and all such of their ntes as reach us are soon
carried back to New Orleans in the regular course of trade. On the
west we have the Indian territory, where the United States government
‘lisburses ! arge amounts of gold and silver, much of which must find
its way into Arkansas. On the north we have Missouri, none of the
tanks of which State issue notes of a less denumination than five
dollars. One of the Btates opposite to us on the east, Mississippi,
had, in the year 1840, thirty-eight banks, with a circulation of
$15,171,639. Now, (the Northern Bank at Holly Springs having
fuiled,) she has but one or two small banks of issue, the notes of
which ea!dom, if ever, reach us.

The chief danger to which we are exposed is from the banks of
Tennessce, many of which, if they be not now rickety concerns, are
very difterent from what they used to be. Perhaps some of our citi-
zens cannot conveniently avoid taking Tenncssce and other bank notes
from ‘‘movers’’ and other travellers passing through our State, or
aleng our borders. But if the farmer or planter who receives such
notes promptly pays them over to the merchant, acd the merchant
promptly sends them out of the State in payment of his purchases,
these bauk notes will, to that extent, become substitutes for private
biils of exchange, and in this way do no evil It is when they become
substitutes for gold nnd silver coin, that would otherwise circulate,
that bank notes are objectionable.

The notion some entertain that the people of Arkansas are paying
interest on the whole maass of foreign bank notes in circulation among
them is an erroneous one. If au Arkansas man sells his corn or his
cotton, and gets in exchange for it Tennessee bank notes, and then
retain those notes on hand for a year, he is not paying interest to the
bank that issues the notes, but he is failing to receive the interest
that would have been due to him, it he had obtained in exchange for
his corn or his cotton the notes of hand of some private individual,
By the contrivance of nominal convertibility, and by the additivnal
contrivance of issuing their notes in such amounts as adapts them to
circulation, the bnnEs invert the natural operations of credit, and
instead of paying, receive intercst on the debts due by them. But
this interest is not paid by the mass of the community, It is paid by
those who borrow directly from the banks. The inconveniences the
mass of the community suffor come in other aud indirect ways.
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For such ev:!y as the people of Arkaneas really suffer from the cir-
culation of for¢ign bank notes among them they have the remedy in
their own haods. It ia simply to refuse to receive them, or, if that in
all cases be not practicatle, let it be a rule to send them out of tiic
State as soon as possibly. Establish ‘* free banks ' in Arkansas, and
a large portion of those 8o cslled ‘‘free banks'' will hecome little
better than 0 many machines for cirenlating in our midst the noten
of banks in distant States and Territories. It is by such subterfuges
that ‘‘free banks'’ live.

“] am not,”’ continued Governor Roane, ‘‘ uninformed us to the
extreme sensitiveness of our dpeoplo upon the subject of all associations
with banking privileges, and therefore approach the subject with great
care. Perhaps, were I not so thoroughly convinced that the heat
interests of our people demand something of this kind, I would yiekl
my own convictions to the opinione ¢ not prejudices ot others, and
leave this subject to the consideration of my successors.

‘] am utterly opposed to all banking institutions, whether of a
national or Btate creation, dependent upon or in anywise asociated
with the State or federal goveroment, as well as other chartered insti-
tutions operating upon a capital which remains within the exclusive
control and management of the institution itself, and thereby con-
fiding, without sufficient security, tho interests of the community to
their hands. This is not the case under the system of ‘free banking’
to which I now allude; nor can I see that the objections which have
rendered banks of cvery description, under the old system, so justly
odious, can obtaiu against the propused sysiem of ‘free banking,’
so eminently successful in answering all the objects claimed for them
in other States. It would be well to bear in mind that the resem-
blance between the system of ‘free banking’ and those incorporated
institutions with which we are more acquainted, and from which we
have suffered, ceases with the name ; the one being liable to all those
objections so justly urged against irresponsible monopolies, while the
other is purely an individual enterprise, claiming and possessing no
privileges which may not be enjoyed by every member of the com-
munuity, clothed with the power to do much good by granting accom-
dations to individusl citizens, and affording ‘acilities to the commerce
of the country without the ability to involve the Btate to the amouut
of one dollar; for she will be in nowise connected with or responsible
for the acts and doings of those institutiont. and equally withont the
];owc-r to defraud the people, or inflict upon them an irredecmuble and
depreciated currency. To guard against these evils of the old system,
and to protect the interests of the people against such abuses, ample
security in the shape of undoubted stocks or other substantial means
are required to be deposited with such individuals or State officers ax
the act may indicate, with power to sell without delay, whenever the
bank shall fail to redeem her circulation or meet her liabilities. Thus
it is_manifest that every interest in the alightest degree involved i
amply secured against losw; while a circulating medinm, convenient
in itself, safe in every respict, and current everywhere, can be fur-
nished to our own people within our own State, the interest paid for
sccommodations kept ut home; and Arkansas made the recipient ol
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those profits that are daily poured by her citizens into the coffers of
other banks and other treasuries.

“In conclusion, without going into the discussion of this subject at
length, I would recommend the encouragement of insurance companies
in our principal cities and the passage of a law authorizing the estab-
lishmeat cf tﬁo new banking system upon a secure snd well guarded
basis.”’

In justice to Governor Roane, it should be borne in mind, that when
he wrote these remarks, tho system of ‘‘ free banking’’ had been very
imperfectly tried. Experience has since shown that it is only the old
paper woney evil under u new phase. Considering the comparatively
short period it has been in operation, the ¢ free banking '’ systein has
been the instrument of as much fraud and as mach wrong as the cor-
porate system, The fundamental objection applies to both, that they
substitute artificial for natural credit, and falsc money for true.

There was a constitutioual obstacle to carrying into effect the mea-
sure recommended by Governor Roane. This gi!‘h'. Huey sought to
remove by the following resolution, which he submitted to the senate:

** Resolved by the general assembly of the State of Arkansas, That
the following amendment be proposec to the constitution, viz:

““The logislature of this State shall have power to pass laws allow-
inﬁ the exercise of free banking privileges.'’

n the house of representatives, a report having the same object in
view was made by the committee on the judiciary.

The result was the passage of ‘‘An act to take the sensc of the quali-
fied voters of this State, for and againet a call of a State convention
to modify and reform the present constitution of this Btate,’’ one of the
proposed  reforms’’ being the authorization of * free banking.”” The
people, however, refused to call the convention, and the provision
““that no bank or banking institution shall be hereafter incorporated or
ertavlished in this State’” is still part of the constitution of Arkansas.

It in to be hoped that this provision of the constitution will long
remnin without change. The security ‘¢ free banking’’ holds out ia
an illusion. At the very moment when the State stocks and bonds and
mortguges which are rledgud for ¢ the ultimate r lemption”’ of bank
notes are moat wanted, they prove least available

The system has now been in operation in the S: te of New York for
somue twenty years, and the superintendent of the \. nking department
of that commonwealth, in a report dated iu 18566, bears the following
tertimony in relation to it:

“There Lias been no bank ‘siled in this State, having a circulation
seetr - wholly by public stock of this State |New York| and of the
United States, the circalavion of which has not been redeemed at the
par value theceof, and in like manner without interruption, go that
the notes loat nothing of their efficiency and vale~ in circulation until
actual redemption,

“On the other hana, during the existence of the system [¢-mmene-
in in 1838, | there has »1v been o gingle instance in which the ciron-
Iation of a tmiling bank Das’sen redecmed at par, when the circulation
wak seeured by bonda and wortgages, and not any where it waa secured
by the stocks of other States. !+ snch cascs, also, the failure lins been
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invariably attended by at least a short space of time, during which
redemptions were not made while awaiting the sale of the securities.
The notes in the meantime, losing their value as a circnlating medium,
have been disposed of at great loss by the timid and necessitous.”’

Hero we see that in New York, where the system began, “ultimate
security’’ lias been found only in New York State and United States
stocks, No such security has been found in the stocks of other Btates,
or in bonds and mortgages.

Equally striking is the testimony of the anuditor of the State of Indi-
ana, in his report of November 1, 1856, in which he refers to the *“ free
banking”’ law of that State, of May 28, 1852:

“ Within the first two years of its operation nearly one hundred
banks were organized in this State, with an aggregate circulation of
over nine and a half millions of dollars. A large portion of the capi-
talists who selected Indiana as the theatre of their transactions were
citizens of other States, who detected in the lonse meshes of the law
the opportunities of speculation and the loop-holes of escape. Their
sagacity was manifested in the selection of their points of business—
points aliost innccessible to the broker, where neither commercial,
mercantile, nor mechanical pursuits existed to regaire their assistance.
To whut extent the mania of free banking would have been carried,
but for the bursting of the bubble in 1854, can only be imngined; but
we may well suppose that, at the rate it progressed, Indiana could
have furnished the commerciel world with currency. The decline of
the system was quite as rapid as its rise.”’

Other testimony in regard to the bad working of the ¢ free-banking"’
system in other States might be given, but it is presumed not to be
necessary, It may modify the evils ot the old system. But it only
modifies; it does not remove them.

It was on the 2d of November, 1852, that Governor Roane acnt his
last message to the general assembly.  His suceessor, E. N. Conway,
was installed on the 15th of the same month,

In his inaugural address (November 15,) and in his first message
(November 27,) Governor Conway took the stand which he has cver
since firmly and consistently maintained:

““That the burdens of taxation may fall lightly on the people, we
should ol'serve and enforce rigid cconomy and strict accountability in
all agents and departments of’ the government, That we may estal-
lish the credit of the Btate on an elevated basis, we should avoid any
new debts beyond our ability to pay them punctually and honestly.
Such debta as the State now owes should he paid as carly as she can
command the means without oppressing the people.

“We should with great care and vigilance guard the money and
lande of the State from being squandered, and should secure their
aithful application to the ohjects for which they were intended, in such
manner as will best promote the interests of the whole State, "’

Such was the langnage of the inaugural address, Thatof the mes-
enere wus like unto it;

“Ninee the State has not the weans to pay, at present, even the
interest on the bondr irsucd to the banks, it is fortunate that those
issucd to 11 Hoal Entate Bank of the State of Arkansas will not he

I, Fx. Doe, 112——16
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due until the LGth day of October, 1861, and that the six per cent.
bonds issued to ‘ The Bank of the State of Arkansas will not be due
until the 1st day of January, 1868, and that the five per cent. bonds
issued to this bank will not be due until the 1st day of Jabuary, 1887.

‘“ Each bank is bound, and its assets set apart, to pay the interest
on the bonds issued to it, and also the bonds, when due.

“The assets of each bank should be guarded with vigilance, and
those having them in charge held to strict accountability, so that every
doller may be sacredly applied towards extinguishing the debts.

““ When the assets shal? have become exhausted, we will then be
enabled to count and know the deficit, and may then adopt such mea-
sures a8 will secure its payment without oppressing the people,

‘1t seems to me that past experience should warn us from the
policy of staking the faith and credit of the State a second time on
these miserably insolvent banks.

“| recommend that these institutions bo thoroughly investigated,
and, should abuses exist, that such legislative action be adopted as
will correct them.,

“ It will require all the prudence and good management we can use
to relieve the State from the embarrassed condition to which the banks
hava brought her. We must not only be economical in expenditures,
but with sleepless care guard all the means we have,”’

The tenth session of the general asserubly began November 6, 1854.

““'I'he reports of the auditer and treasurer,”’ said Governor Con-
way, ‘‘ contain much valuable information relative to the fiscal affairs
of the State, and also recommendations worthy of your consideration,
By these reports it will be seen that the State debt for warrants
issued by the treasurer to defray ordinary expenses of the State, and
which amounted to $175,751 74, wasall paid during the last two flscal
years, except $371 76 ; and that on the 1st day of October, 1854, there
remained in the treasury, subject to be used for ordinary expenses, a
balance in specie of §29,614 29.

““ With prudence and cconomy in all the departments of our gov-
ernment, the present revenue laws will bring into the treasury means
awply suflicient, after the 15th day of May. 1855, to defray the or-
dinary expenses of the State in the constitutional currency of gold
and mlver."’

This marked the commencement of & new era in the fiscal history
of Arkansas. The governor regarded it with calm satisfaction; but
the State treasurer, Mr, J. II. Crease, cunld not conceal his feelings
of exultation,

¢ Before procecding further, allow me to indulge a fecling of State
pride, in pointing out the fact of A specio balance remaining in the
treasury, after redeeming all the outstanding treasury warrants—a
circumatance which has not ocenrred (to my recollection) for several
years past, and it is devoutly to be hoped that a necessity for the State
to irs:e Any more ‘ promises to [mf' may never again cerur, uf Jeast
to meet theordinary expenses of the State government., "’

‘* By bad management of the banks, ' said the governor, ‘‘ the faith
and credit of the State have received a wound which has retarded her
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rosperity ; but by judicions administration of our affairs time will
[:esl the wound again.

“‘ The State of Arkansas will never repudiate her just debts. She
will honestly pay them all whenever she can command the means.
When the bonds of the State were issued to the Real Estate Bank of
the State of Arkansas, it never was intended that the people should be
taxed to pay the bonds, or the intercst on them, but, on the contrary, as
required by law, the stockholders (for security to the State and to the
bondholders for the payment of th2 bonds and the interest on them)
mortgaged to the State 187,810 acres of land, valued liy commission-
ers, under oath, at $3,380,772 38. These lands embraced many of
the best and most valuable plantations in the State. The State has
not yet resorted to these mortgaged lands to raise money to pay the
interest due on the bonds; and it is deemed safe policy to let them
remain undisturbed until the large amount of assets placed in the
hands of the trustees, under the deed of assignment, shall have been
accounted for, and every dollar which can be realized from the nssets
sacredly applied towards paying the debts of the banks. After the
assets slmlrLave Leen accounted for and so applied, the balance of the
debt could be asc vtained and proper measures adopted to securc the
honest payment of every dollar of it without resorting to taxation for
that purpose.

““The office of financial receiver of the Bank of the State of Arkan-
sas became vacant on the 31st of August, 1854, by the death of John
M. Ross. To fill this vacancy, the executive, on the 4th day of Sep-
tember, 1854, appoiated Peter T. Crutchfield.”

The net amount of the liabilitiex of' the State Bank were cstimated
at $1,180,911, *“ to meet which, the remaining assets of the bank, in-
cluding lands and town lots, which have been taken by the bank in

ayment of debts, and the conveyances thereof taken to the State, are
iable. [t is impossible now to state how far the proceeds of the nssets
and of the lands and of the town lots will go towards extinguishing this
debt. But after collecting and applying all that can by good man-
wngement be derived from theas sources, we can then ascertain the
balance of the debt, and adopt suitable measures for paying every
dollar of it without oppressing the people, It is believed that the
axscts of the Real Estute llani, ift properly accounted for, collected,
and applied, together wi i@ proceeds of the lands mortgaged by the
stockholders to the Rtate .« security againat loss, will, if prudently
managed, exii, ‘nish every dollar of the Btate's lirhility on account
of the Real .. ate I'.ink. Then the only debt of the State, on account
of the banks, which will remain without adequate means to pay it,
'ill be the halance of the debt of the Rtate Bank, which, it is be-
lieved, will be leas than onc million of dollars.”

“ Although by the bad management of the banka the faith and
honor of the Btate of Arkansas have bheen tarnished, time, with a
prudent administration of our government, will, in a short period,
restore them to their original brightness and lnatre.  Then patriotic
citizens will point to the paat history of evils bronght npon the State
by the banks, and the people will be warned from a policy which
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would again bring upon themselves loss, and npon the credit of che
Btate dishonor,"”’

Mr. Crutchfield, the financial receiver, iu a report dated October
31, 1854, introduced the following remarks :

“ There is still a large amount o goud solvent debts yet due the
bank, and out of that awount a large portion has fullen on securities,
the most oppressive kind of debts. In view of these facts—ia view of
the general and disastrous failure of the crops this year, as well as
the great stringency iu the money market, I would respectfully re-
commend an extension of the liquidation act for two years, which
expires on the 12th day of Jauuary uext, in order to enable the debtors
to this bank to Furchm State bonds with which to pay their debts,
As it has herctofore been considered a wise, good, and honest course
for the Btate to take up her bonds, sold in gomffaith, by all fair means
within her power, (for a diffcrent sentiment on this subject I believe
no honest man has yet had the hardihoud to avow,) a re-cnactment
of the law I have recoinmended would greatly foster that policy here-
tofore pursued by aiding the State tu pay her indebtedness.”’

Iu conformity with this recommendation an act was passed extend-
ing for two years the time for windiog up the State Bank.

ﬁ‘lw elevensh session of the gencral mssc ubly began on the 3d of
November, 1866.

¢ By the reports of tho auditor and treasurer,”’ said governor Con-
way, ** you will see that there remained in the State treasury, on the
lst sz of October, 1856, subject to be used for the ordinary expenses
of the Btate, the sum of 142,164 22 in gold and silver, and that all
the Arkansas warrants ever issued had been redeemed except $198
not prescuted for payment.”’

The internal improvement fund and the saline and seminary funds
(both approprinted to the support of common schools) increased the
wpecie in the treasury to $176,129 64, In addition, there was, in
Arkansas bank notes, the sim of $16,490, which, said the Governor,
“ghonld bo registered and burned ; and hereafter, should notes of the
Bank of the State of Arkausas be paid into the treasury, provision
should be made by law for registering and burning them, so that we
may get rid of them as speedily as possible, and have nothing in the
treasury called moucy but the coustitutiona® currency of gold and
silver.”’

“ You will,”" continued the governor, ‘“ see by the reports of the
suditor and treasurer that during the two years ending with the 30th
of September, 1856, thero were caucelled aud filed with the State
tressurer 183 bonds of this State which hiad been issued to and sold
by ‘ the Bank of the Stato of Arkansas,’ smounting, with interest, to
833,146 28 ; and that during the same period there were cancelled
and filed with the Btate treasurer 370 bonds of this State and many
coujons for interest on #uch Londs which had been issued to and sold
by “the teal Estate Bank ot the Stute of Arkansas,” making, for the
W uda and the interest, $786,507 10; showing thut 81,688,653 39 of
the debt of the State of Arkansas, on account of the two bankes, was
cancelled and filed with the State trensurer (as fully paid off) during
the «wo years ending with the 30th of September, 1836,

Innsmuch as previous to September 31, 1854, two hundred and
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thirty-seven State Bank bonds, amounting, with the interest on them,
to $328,166 61, had been cancelled and filed with the treasurer, the
whole amount of both Btate Bank bonds and Real Estate Bank bonds,
with the interest on them, thus cancelled and fled, amounted, on the
30th of Beptember, 1856, to $1,416,820.

““The Bank of the Btate of Arkansas belongs to the Btate, and
there never were individual stockholders concerned in it. From the
b?ﬁginning to the present time it has been controlled and managed by
officers elected by the general assemnbly of the tate.

‘“ By the sale of Btate bonds the capital of the bank was obtained.
By the terms of the charter the bank was bound to pay the interest on
the bonds sold, and also to pay the bonds when due. To meet these
liabilities the assets of the hank were appropriated by law. No other
fund was appropriated, for the State had none; but the fith and
credit of the State were pledged for the payment of the interest and
the bonds when due. To this extent the honor of the State was con-
fided to the keeping of the Bank of the State of Arkansas. The bank
soon failed and tarnished the honor of the State by leaving the in-
terest due upon the bonds unpaid. In January, 1843, the general
assembly passed an act to place the bank in liquidation. Binoce then
more than thirteen years have elapsed, and it is represented that the
affairs of the bank are now so complicated that they cannot be unier-
stood, and the whole of the assets ascertained without much labor
and a thorough investigation.

‘“ Deeming it essential to the interest of the State that the affairs
of the bank shoulll be thoroughly investigated, the executive, a short
time since, cansed John H. Crease to commence the work of examina-
tion. By a communication from him, dated October 1, 1856, it is
believed, you will be fully impressed with the public necessity of having
the true condition of the bunk ascertained, and the interests of the
State connected with it secured as far as possible, * * * * ¥

““ The policy of the cxecutive is, to have the assets collected as far
a8 possible, and every dollar faithfully applied towards paying the
debts of the bank, To aocomplish this, the investigation of the bank
is absolutely necessary, and he has directed that it be prosecuted until
completed."’

‘“ Although the State has succoeded in establishing and acting wyon
the sound a":.. ».. mmendable pnlicy of receiving for revenus and pay-
ing out for ey .-.ditures nothing but the constitutional currency of

old and rilver, she is still encumbered with a large part of the debt

rought upon her by the bad management of the banks. But with
prudence, skill, and economy in protecting the interests and in
administering the affairs of the Btate, aided Ey increasing populstion
and wealth, we shall be fully able, by the time our Btate bonds fall
due, to pay every dollar of the debt without opprossing the people
by taxation.”

The joint committos on the auditor's aud treasurer’'s books burned
$16,495 of ‘‘Arkansas money '’ that they found in the treasury ; that
1s to say, this amount of Arkansas Bsok notes, They also burned
2,656 copies of State Bank bonds and 980 of Real Estate Bank bonds,
each for one thousand dollars, These were in various stagee of pre-
paration for sale, but none of them had been actually sold.




- - . - — = . — - — -

246 CONDITION OF TIIE BANKS,

The financial receiver, Jas. F. Fagan, esq., reported, under date of
October 1, 1856, that of the immense amount of debts due to the bank
only $35,000 would probably be collected. In addition, the financial
receiver reported that he had on hand $216,845 in Real Estate Bank
bonds, coupons, and notes, and $913 55 in xpecie, making a total of
$252,758 65 of mssets. On the other haud, the liabilities of the
bank for bonds outstanding, and the interest thereon, amounted to
$1,420,488 36, showing an cxcess of §1,167,729 81 of liabilities over
assets.

The leginlature passed su uct extending fur two years the time for
winding up the affuirs of the bank; another conferring on the gover-
nor the power to appoint a financial receiver and making the land
attorney the attorney for the bark; aud another giving the accountants
such powers us were necessary for a thorough investigation of the
inatitution,

We have given the history of the Bank of the State of Arkansas in
the words of its own managers, and of those who were the eye-wit-
nesses of their proceedings. The bank itself must soon go out of
exintence, and all its records be committed to the moles and the bats |
but its mewory ought not to perish. It has cost the people of
Arkansas dear, but the experience they have acquired will be cheaply
purchased if it prevents hercafter the establishment within the bounds
of the State of other systems of fulse money and fictitious credit,

But it ix not in this point of view only that this history is important.
Those who kave purchased the bonds of the state, and who have been
disappoiuted in uot receiving the juterest thereon punctually, may
here see the causes of their disappointment. They are, primarily,
mismanagement aud 1uisfortune on the part of the officers of the bank,
and absolute inability on the part of the people of the State to comply
literally with their engagements as expressed on the face of the bonds,
Ciusiied to the carth by the paper money revulsion, it was with difli-
culty the peorle could defray the ordinary expenses of the State
government. The revenue of the State was for years in succession
collected, for the mont part, in Ankansas bunk notes and Arkansas
treasury warrants, which had but little, it any, value beyond the
bounds of the State, wud an ever fluctuating value within its bounds,
In this wretchel paper medinm, deprecisted at timea to 66 per cent.,
if not more, below par, the judges of the courts, aud all the other
officers of State, from the governor downwards, had to be content to
receive their salarier. It required at times no little financiering
to acquire specie enough to pay postages.

Yet it is worthy of rcmar‘c. that even when the prospects of the
Btate and the people were moxt gloomy the doctriue of repudietion
never recvived any favor among them. This is a credit Juu to the
people of Arkansas without distinctinn of party,

Another thing well worthy of observation & the steadiness of the
policy that has been pursned in relation to the State debt, While
tho people and their constituted authoritics have ulways acknowledged
the obligation of thisx debt, they have from the beginning atva-fily
maintained that, as the debt had been incurred nolef;' for the beuefit
of the banks, the assets of the banks should, in the first place, be
applied to the liquidation of the debt, so far as they will go, and, after
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that, such further measures be taken as may be necessary to preserve
the honor and credit of the State. If the present hard money syst)m
of the State be maintained, and if the plan for winding up the banks
be persisted in, it is believed that the increase of population and of
solid wealth under it will be so great that the State will, in due time,
be relieved from all its embarrassments.

According to the table on page 211 the total assets of the bank and
its branches amounted, at the time they were transferred to receivers,
to 31,991,174 12. Omitting for the present the loans and discounts,
and other sums due from individuals, these assets may be said to have
been cisposed of as follows :

The loans to the State of Arkansas, the five per cent. bonds issued
to the Real Estate Bank, for money loaned by it to the State and
redeemed by the State Bank, and the sums due by the BState
treasurer, amounting in all to $196,117 18, were used in adjusting
accounts with the State.

The specie, $62,948 93, was all expended in paying those creditors
who obtained judgments against the bank, and in defraying the
ex,lh‘enaeﬂ ot the bank and of the State.

he specie in the hands of Sylvester, New York, was ured in satis(y-
ing e judgment ngainst the bank in favor of Riggs & Co., of that
city. This julgment was ohtaided on a certificate of deposit of Ar-
kansas Bank notes, issued by the branch at Feyetteville to Alfred
Wa'lace, & former director of that branch. Mr. Wallace, having
found out that the silver was in the hands of Sylvester, appears to
have made the deposit of paper for the express purpose of attaching
the specie.

The sum due by the North American Trust and Banking Company
remains unpaid,

The amount due by the Real Estate Bank and its branches,
$7,931 651, was used in adjusting accounts with that institution.

The notes of the Real Estate Bank and its branches (276,225) were
used in making settlements with that bank and its branches, exchanged
for State Bank bouds and State Bank notes, and disposed of' in defray-
inﬁ‘the expenses of the bank and of the State.

he small amounts due by banks in other States, in all $323 10,
appear never to have been collected.
he notes of banks in other States, $1,917 32, ans' the corporation

tickets, $1,676 33, amounted together to $3,593 Of these,
$2,814 62§ remain on hand and are worthless,
The banking-houses were all sold undor execntio. . favor of the

judgment creditors, nnd under such circumstances as to yield but little
towards satisfying those judgments.

The banking-house at Little Rock, which cost about $28,000 in
1840, was sold in 1845 for about $200. Ivery effort to recover it
has resulted in nothing Lut costs and expense,

The banking-house at Bateaville, » hich cost npwards of $15,000,
was sold in 1845 for one hundred dollars, The sum of $500 in
addition was afterwards paid to confirm the sale.

The banking-house at Fayetteville, which cost £7,600, was solil
under execution for $800, .

The banking-house at the Post ~ Arkansas, which cost nearly
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316,000, was sold under execution and bought in for the sum of §$100
in specie, It still remains the property of the State, but is so situated
an to be of no use either to the Btate or any of its citizens. At the
time it was erected it was described as one « 7 the best buildings in tho
State, Every effort has been made to sell it, but it has been found
impossible to obtain for it an offer of even $200,

he total liabilities of the bank and its branches amounted, at the
time the assets were transferred to receivers, to $1,910,023 92. Of
these, $216,930 consisted of Btate Bank notes in circulation, all of
which, it is believed, except about $6,930, have been redeemed, partly
by recciving them for taxes, but ~hiefly by receiving them in pryment
of dubts due to the bank. In t.e 'ast two years the treasurer has
received notes of the bank to the a v.unt of $640 from tax collectors.

The deposits, $54,611 73, have been paid chiefly by giving the
depositore credits on the notes due by them to the bank.

The sum due to the Real Estate Bank and branches ($2,016 97) was
lignidated in the settlements made with that institution.

At that time the principal and interest of 169 five per cent. and
1,000 six per cent. State Bank bonds, then outetanding, amounted to
$1,295,781 87, Of the five per cent. bonds 144, and of the six per cent.
bonds 409, amounting in all, with the interest on them, to $925,174 35,
have been redeemed. This is a large sum ; but as there are still 591
six per cent, bonds and 26 five per cent. ;onds outstanding, on which
no intervst has been paid during the last seventeen years, the sum due
on the 1st of October, 18568, on the State Bank debt was $1,247,142 50,
being only $48,638 (7 less than the sum due on that account on the
1st July, 1842,

Un page 47 the sum due to the Btate is set down at $340,678 T1.
T):is was the balance then due on the various funds advanced by the
State to the bank as part of its capital, the sum of $71,679 09
having, between the 31st of March and the 7th of June, 1843, been
drawn from the bank for State purposes.

The original amount of these funds was as follows :

Five per cont. fund ....ccoensrsaernsnessnsesessansennnnnese RS $61,065 18
e R - s Sa ot v S e fu s h A e AR et Vb nom e B mve el 2,034 91
LRI OO TIERE Ls R sossnsvncnyisoss’ sasnterashppisnaanonamats 1,390 36
Saline or salt spring fund......ccooiv. cvviiniiniiinnen. 127 50
United Btates surplus revenue .............. aevwssenanesesatprass 286,156 49
350,774 44
On these funds the following dividends wera
declared :
On th“ ﬁVu mr mnt. ‘l\ll‘ld I L N L R s ‘7’611 72
L. the seminary fund.......coovuviiinninnnnns wobesess 163 50
On the common achool fand.........coovvevinvnnnns 128 48
On the sline mid:...vieevseiseecssaoronressseresssse 23 87
— 1914 BT
On the United States surplus 2-~n* ) fund......... sssssasess 53,568 49
412,267 50

P S —

——
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On account of these funds the bank appears to have paid to the
State the following amountas :

Surplus revenne fand..........cimiiiiiiiiciiiiininn. $330,661 22
Five per cent. fund.. .cccc.cceciriianinnnrneinssecseesersenses 8,549 76
Comunons 0Ehool TREBEL ., sseeisitsssimiasninsiissarifarsaes disoines 1,616 14

Five per cent. bouds issued by the Heal Estate Bank,
for money lent by it to the State, und redeemed by
SO Bt BRBE, .o o0rs0rascassssavessonsesuans g T5sLhs ssaannsn; 32,66C A8

373,292 78

— e ——

Frow this it would appear that the bank discharged all claima the
State had against it, except for the sum of $38,974 72.

But it should be borne in mind that the State made most of ita ad-
vances in specie, or what was the equivalent of apecie, and received
back a great part of the amount in paper depreciated many p+ ocent,
below par. Pt?wa add the various sums paid out of the Stat: treasury
for salaries of bank officers, for the payment of ju'gment creditors,
and other objects connected with the bank, am unting in all
$83,853 16, it w''" “e found that the State has been greatly a loser
by this unhallowed connexion, even if we do not take into considera-
tion the outstanding bonds yct to be provided for.

The whole amount due by individuals at the time the asscts of the
bank were transferred to receivers was $1,610,619 68, of which ihe
sum of $1,410,663 18 was in notes bearing interest. Through the
delay of those who paid in making payments, and through the failure
of many to pay at sll, the increments of interest greatly swelled this
amount.

Table A shows the present condition of the notes wuus at the Little
Rock office, excluding such as were settled previous to October 1, 1850,

Table B C D sho . the condition of the notes of th - nranches,

Table E is a summary of tables A B C D.

Table F is a list of lands taken from bank debtcr with statements
of the final disposition of these lands, so far as could be mscertained,

Table G is & summary of the collections made from debtors to tho
bank (exclusive of collections in lands, from the time the act of liqui-
dation took effect till the 1st of Ootober, 1858,

Table H is a summary of the collections made in lands, and table
I & summary of the collections made in both money and lands, in the
abore mentioned period.

Taken in their proper conmexion with the notes accompanyin
them, these tables will, it is believed, be found to convey much usefu
information,

In the classification of the debts as solvent, doubtful, insolvent, and
lost, wo have adopted as our basis the reports made by Mr. Rosa in
1850 and 1852, He had, through his intercouree with the attorneys
of the bank and others, opportuniti - ~f norgxiring s knowledge of the
standing of individuals, so far as reg - ds their ability to pay, which
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we do not possess, Many of those whose names are on the list, and
with whom he had a personal acquaintance, have since died or re-
moved from the State.

Where we have had reasc . (o believe that Mr, Ross erred, we have
not hesitated to correct his classification, but we way have erred as
well as he.

It has been our anxious desire to avoid doing injustice to any indi-
vidual ; but from the number of persons employed in making collec-
tions— sheriffs, attorneys, &c.—some of whom may have neglected to
make proper returns, and from the manner in which the books have
beeu kept, it may be thut payments have been made for which credits
have not been duly given.

By comparing tnlﬁe I with the statement given on page 213 of the
amount due from individuals in 1843, it will be seen that at some of
the offices the collections have been much better than at others.

At Little Rock, where the gross debt was $626,340 65 in 1843, the
collections have, in fifteen years, amounted to $650,906 57.

At the Post of Arkansas, where the gross amount due was
$263,193 18, the collections have amounted to $2517,680 75.

At Little Rock the collections have been equal to the gross amount
due st the time the act of liquidation took effect, and to $54,665 72 on
account of the interest that subsequently accrned,

At the Dost of Arkansas the collections have amounted to very
nearly the gross amount due in 1843,

This is, indeed, not much to boast of; but the contrast between
these two offices and those at Fayetteville and Batesville is greatly to
the disadvantage of the last two,

At Fayetteville, on u gross sum of $356,642 65, only $224,247 90
has been collected ; and the collections at Batesville have been only
$97,743 45, on a gross amount of $264,642 90,

From table J it appears that the total of collections in money and
lands has Leen $1,280,628 47,  Add this to the assets on hand (exclu-
sive of loans and discounts) in June, 1843, and we have an aggregate
of’ §1,729,049 45. To this should be added the interest that accrued
on Renl Lstate DBank bonds between the times in which they were
received and the times in which they were exchanged for State Bank
bonds and coupons.  Many of the Real Estate Bank bonds which were
received by Thornton between 1845 and 1849 were not exchanged for
State Bank bonds sooner than 1857 and 1858, During all this time in-
terest was nccruing on them, Jrom the manner in which the books have
been kept, it is im‘muible to tell the exact amount ; but it may be set
down in gross at $100,000,  Add this to the sum above mentioned,
and wo have 81,829,049 50 as the total of assets that were realized by
the reccivers.

Necing that the amount is so considerable, the inquiry may well be

rtl),pgned, why so large a sum is still due on account of the State Bank
debt

We rclply, briefly, that the assets may be said to have been applied
in the following manner :

——— - i—— - e e s ——
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In redeeming State Bank notes that were in circulation $210,000 00

T TRTINE  AOPOMERY: cnF st oBvses v orrsraniits sneribsgupronusnss 54,611 73
In paying bank balances...............ocoivviiiiininiiininnia 2,016 97
In repaymente to the Btate. ............cccccoevnen vrvnnvannns 268,602 27

In redemption of State bonds and the interest thereon... 925,174 36

Tatal:..... attenuranve s iuiigestnave tantsupavaESatasaRNeERI TS 1,460,495 32

Take this amount from $1,829,049 54, and we have left $368,554 22,
Add to this the sum of §83,853 156 paid out of the State treasury on
account of the bank, and we have $452,607 37 as the total of expenses
and of losses through sacrifices of property from the time the act of
liquidation took effect.

Large as the amount is, we believe it falls short of the reality,
From the manner in which the books were kept it is impossible to
give a regular expense and a regular profit and loss account ; but the
evidence that those expenses and those losses were enortous is too
strong to be mistaken.

Take a few cases by way of illustration:

About the 3d of May, 1849, James M. Curran, esq., being then
owner of State Bank notes to the amount of $9,355, instituted ninefy-
Jour suits thereon against the bank, before a justice of the peace, 1n
Little Rock, ‘‘and recovered against said bank for his debt and
damages, together with his costs in esch of said suits, amounting in
the aggregate to the sum of $9,3.6 for his debt, und $5,314 25 for his
damages, less a remitter for the sum of $8."" Thu case was carried up
to the circuit court of Pulaski county, thence to the supreme court of
Arkansas, and thence to the Bupreme Court of the United States, where
the decision was in favor of Mr. Curran.

Mr. Curran died October 6, 1854. Soon after his death, (November
15, 1851,) lunds, lots, and houses, which had cost the bank $60,730 66
were sold ; but as they brought ouly $8,300, they did not satisfy the
jadgment

n the 27th of December ensuing, George C. Watkius, osq., the
partner and the executor of the last will of Mr. Curran, had the
{:d ment revived. Other lands, lots, and houses, which hau cost the

nk $45,118 91, were then sold. But as they brought only $8,717 31,
neither did they suffice, Out of its remaining assets, the bank had to
Esy $3,870 7Y to Mr. Watkius, as the exccutor of the last will of Mr.

urran.

Thus & debt originallv of $9,355, and which, with daniages and
interest, amounted to only $20,883 20, swallowed up $1v9,720 50 of the
assets of the bank.

Another of the judgment creditors of the bank was the late Mr,
Alfred Wallace, & gentleman who, as a director of the branch at Fay-
etteville, had partaken lurEely in all the benefits the bank oco:ild confer,
He was always on the lookout for the specie of the bank, or whatever
else was tangible among its effects,

In a report dated December 30, 1848, a committec of the legislature
made the following statement :

““ It seems that in December, 1845, Mr, Wallace obtained judgment
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against the bank in the Washington circuit court for over $5,000, and
in April 1847 he recovered judgment for over $13,000.

“To make these judgments, Mr. Wallace has caused to be sold
about 2,200 acres of land and several town lots belonging t« the bank,
and became the purchaser of the same at a ruinous sacrifice, leaving
still unpaid the greater portion of the debt. Mr. Wallace has also
levied on the aaj% of the Fayetteville branch, and, if the legislature
dcer not interpose and relieve the bank, will the same to sale,
and no doubt thereby procure s great sacrifioe of said assets. He has
also filed a bill in the chancery side of the Pulaski circuit court to
subject the nssets of the principal bank to the payment of his judg-
ments, and will sue out an injunction {o restrain the business operations
of the bank until his bill is determined, which will retard the liquidation
of the affairs of the bank and ultimate in an immense sacrifice of her
assets, He is also arniuheeini:ho debtors of the bank, and levying
upon real estate sold by the bank to private individuals since he
obtained his judgme-its. By all these means the committee have no
doubt but Mr, W.ilace will succeed in collecting his judgments, but
he will do it at & sacrifice of the bank, and in irect.[ly to the State,
which the general assembly should not permit.”

To avert these direful consequences a bill was finally passed to
satisfy the claim of Mr, Wallace out of the State treasury. The bank
then recovered possession of its lands, but they ultimately produced
little or nothing.

Under a judgment obtained by the United Btates on notes of the
State Bank, amounting to some five or six thousand dollars that had
been received at some of the land offices, a large amount of real estate
was sold at a great sacrifice. But on representations being made of
thehruig it was thereby causing the United States was induced to stay
its hand.

The legal rights of Mesars. Curran and Wallace and of the United
States were indisputable ; but our report would be incomplete if wo
did not show the effect the enforcing of these legal rights had on the
interests of the bank. A few more }iudgment creditors like these would
have swallowed up all the effects of the Bank of the State of Arkansas,

The fee bills of t -, sheriffs and clerks of courts swelled to large
amounts, We have : ne fee bill before us of H. Haralson, clerk of
the circuit court of Pulaski county, subsoribed March 18, 1844, and
smounting to $1,137 24, but he deducted $237 24 for prompt pay-
ment in specie. In the same year he rendered two other bills, one fgr

, and the other for $288 57. The first or large bill commences

Et:mber 1842,

, Bt the branches, the fee bills were enormous as may well be
sup from the number of suits instituted and the manner in
which they were contested. At Batesville, in some periods, the ex-
penses appear to have exoeeded the collections.

In some of its transactions with the North American Trust and
Banking Company the Bank of the State of Arkansas has been very
unfortunate, In April, 1844, the bank, through its president, Mr.
Field, succceded in making a setclement with the company. The
balance due to the bank was admitted to be $107,000, and seven New

—— A —— 4. & ¥
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York gentlemen, some of them men of distinction, and all then be-
lieved to be men of wealth, did jointly and severally guarantee the
psyment of the same.

he regular intercourse of the two institutions was then resumed.
'The principal bank and the branch at Batesville made additional remit-
tances, amounting in all to $26,660 28, and the Trust Company com-
plied with its engagements till May 6, 1841, when it dishonored drafts
of the bank and ite branches, amounting in all to $26,464 84.

After considerable delay, » suit was instituted against the guar-
antors ; but by this time six of the seven were reported to be unable
to pay, and the guaranty of the seventh amounted to nothing, as it
was then discovered that ‘‘ the law of New York did not recognise a
scroll to be a seal.”” As the seven New York gentlemen were all men
of busiess, it must be regarded as something remarkable that they did
not know this when they signed the instrument.

Every effort to get the money for the Trust Company having failed,
Mr. A. E. Thornton, who was then financial receiver, made an assign-
ment of this claim on the 9th of April, 1848, to Wm. B. Paradise
a%; of Philadelphia, on condition that the said Paradixe should
(after deducti%g all expenses and satisfying all demands Elijah Paine
a lawyer of New York, had for fees, und also after satisfying all
claims he, the said Paradise, had against the bank) pay over to the
financial receiver, in notes of the Bank of Arkansas, any amount he
mi'ght receive from the North American Trust and Banking Company.

his is the last trace of the claim we have been able to find on the
books or among the papers of the bank., It is reported that Mr.
Paradise is dead, but we have no direct information of his decuase.

At our suggestion Mr. Wilson, the present financial receiver,
addressed a letter to J. A. Palmer, veq., who was stated in the public
Rpers to be the financial receiver of the North American Trust and

nking Company, requesting such information as he could give of
the present state of the claim. B. W. Bonney, esq., who replied in
behalf of Mr. Palmer, said:

“The North American Trust and Banking Company, while in
active business, executed several trusts by sssignment and transfer of
portions of the property of the company to trustees to secure the

yment of certain specified debts. After the company failed, David

vitt was appointed receiver of the property of the company, and
suits were instituted between him, as such receiver, and the trustees
in the several trusts created by the company to test the validity of
these trusts, which, by some of the geseral creditors of the company,
were alleged to be void. In that litigation between the general re-
ceiver (Mr. Leavitt) and the said trustees, Mr, Palmer was appointed
special receiver to hold and protect the property vonveyed in trust
until it should be decided whether that property belonged to the
trustees, to whom it had been conveyed for the bemefit of particular
creditors, or to Mr. Leavitt, for the general benefit of all the creditors.
Our court of last resort Soourt of appeals) has lately decided that two
of these trusts are valid, and that the specicl creditors for whose
security these trusts were created are entitled to the trust fund, and
under that decision Mr. Palmer recently paid to these special creditors
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more than one million dollars on scvount of their claims. And Mr.
Palmer has still in his hands & large amount of property which,
when converted into money, will be paid to these same creditors. As
to one other trust, the court has not yet made a decision.

“With the general creditors, who are not secured by any of the
trusts, Mr. Pﬁmer has nothing to do. Mr. Leavitt administers to
the gemeral assets of the company not assigned to trustees, and all
general creditors must present their accouats to him. It is, however,
understood that he will have little or no property to pay such general
creditors, as nearly all the valuable property of the company was
assigned to trustees.”’

For further information Mr. Bonney referred to John Cleaveland,
esq., ‘“Mr. Leavitt's legal adviser in matters of the trusteeship.”
To him accordingly the financial receiver of the Bank of Arkansas
addlressed two letters, to the last of which he received the folluwing
reply:

““A claim f' r $59,608 92 was exhibited against the North American
Trust and B-nking Company by Wm. Paradise, assignee of the State
Bank of A:'wnsas. This claim was referred to referees in April,
1848, and is now pending before referees, undetermined. But the
court of appeals having, in 1857 and in 1858, adjudged that the
million trust, first halt million trust, and second half million trust
deeds, (embracing all the valuable assets of their company,) are valid
g:dda, nothing is left for the general creditors not preferred by these

.'l’

From thie it appears that, as the Bank of the State of Arkansas is
a general creditor, there is no hope of its ever recovering any part of
the sum due to it by the North American Trust and Banking Company.

In a condensed form, the present condition of the Bank of the Btate
of Arkansas may be stated to be as follows:

Dr.
For 26 per cent. bonde outatanding........-cooviiiiivsnss w  $256,000 00
For interest on the same to October 1, 1858........ U 22,037 50
I'or 6591 six per cent. bonda outstanding........s.vsn we 091,000 00
For interest on the same to October 1, 1858......cc000000 609,006 00
For circulating notes yet unredeemed, say........00.0veie 6,930 00

1,254,072 50

Cr.

By notes and bills yet due, with intereat thereon to

QOoctober 1, 18588, as per table E....... G R . $1,001,204 75
Due by North American Trust and Banking Company,

as per claim filed by Mr. Paradire......... coviieniiinn 59,608 92
Banking-house at Post of Arkansaa, at cost.............. 15,761 2V
?wie in the | ande of the financial receiver........o..... 2,003 28

otes of other banks and corporation tickets,..... Sesera 2,814 82

1,171,392 86
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