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$3 note issued by the Bank of Vincennes, prior to the time that the institution became a state bank in 1817.

Rare anknotes, Banks,
and Bankers of Indiana

By Wendell Wolka

PART V

This article is the fifth in a series devoted to the
many and varied stories concerning Indiana obso-
lete notes and the banks and bankers who made
them possible.

The Bank of the State of Indiana—
An Overview of Extremes

The Bank of the State of Indiana must be considered
one of the most unusual financial institutions ever born
during the free-wheeling period of the mid 19th century.

One must first look at the years preceding the bank's

An issue of the first state bank, The Bank of Vincennes, the State Bank of Indiana.
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formation in order to understand the events surrounding
its birth and formative years. Indiana's first attempt at
state-sponsored banking was the Bank of Vincennes. the
State Bank of Indiana. The Bank of Vincennes had
been chartered to do business by the Territorial Legisla-
ture in 1814 but was not made a true state institution
until 1817.

The hank did a more or less satisfactory business al-
though it seemed to find itself constantly in the middle
of controversy regarding business practices and loan
policies. One of these questionable loans finally caught
up with, and ultimately destroyed, the Bank of Vin-
cennes in 1821. The Vincennes Steam Mill Company
burned to the ground on the night of February 10, 1821,
and could not pay its debt to the bank. The investiga-
tion which followed uncovered massive fraud and the
hank unceremoniously closed its doors in 1822.

The Second Bank of the United States served as the
financial instrument for Indiana during the 1820s and
1830s although it did not have a branch within the
boundries of the state. When Jackson's defeat of Clay
in 1832 made it almost certain that the Bank of the
United States would not be rechartered, consideration
was given to what should fill the void.

The answer was the State Bank of Indiana. Chartered
in 1834, it was a statewide bank OF branches as opposed
to a bank WITH branches. Each branch was equal to
the others and all were mutually responsible for each
other's circulation. The State Bank of Indiana proved
to be one of the strongest financial institutions in the
country, weathering the turbulent financial storms of
the 1830s in excellent condition. The State Bank of
Indiana's charter was to run for 25 years, expiring
January 1, 1859.

Note issued by the "Steam Mill Company", the firm which sent the Bank of Vincennes, the State Bank of Indiana, 'under'.

The State Bank of Indiana was not, however, without
it detractors. The basic complaints were concerned

ith the facts that the bank was not acting to increase
the number of branches when business activity de-
manded them and was not supplying enough circulating
currency.

Therefore, to supplement the State Bank of Indiana,
the Free Banking Act of 1852 was enacted. This act
provided for private banks of issue. Securities were
deposited with the state and notes were then issued by
the banks after having been countersigned by the state
auditor. Should the free bank refuse to redeem its notes
or otherwise fail, the securities which the state held were
sold, the notes called and redeemed by the auditor, and
the bank closed. In theory this should have worked
well. but the sharpers connected with most of these new
banks often deposited nearly worthless bonds with the
state. When these securities were sold on the open mar-
ket, often during periods of financial turmoil. the hank
note holders often received only a small percentage of

what they were due. Over 100 free banks were author-
ized under the Free Banking Act of 1852 and its subse-
quent revisions and most of them had disappeared from
the scene after the global upheavals of 1854 and 1855.

The year 1855 found the financial institutions of In-
diana in an unsettled condition. As has been previously
mentioned, a great majority of the recently authorized
free banks were no longer in business. The State Bank
of Indiana which had served as Indiana's pillar of finan-
cial strength had stopped discounting and had begun to
call in its circulation so that it could wrap up its busi-
ness affairs in good order by the time that its charter ex-
pired in January, 1859. Clearly there would have to be
institution formed in order to keep commerce and in-
dustry moving forward in the state.

This had been realized as early as 1854 when a group
of "lobbyists" had approached a number of the directors
of the old State Bank of Indiana with the suggestion that
they could get the old State Bank rechartered for a mere
$200,000. Another proposal put the price at a bargain
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The state's second attempt at state sponsored banking resulted in this issue.

rate of $10,000. The State Bank of Indiana had been
very good for its shareholders financially over the years
and so, even at these prices, the scheme was tempting.
However, J. M. Ray, Secretary of the Board of the State
Bank of Indiana, squashed the deal by refusing to be a
party to any scheme which would have as its goal the
corruption of the state legislature.

Thus 1855 also found this group of lobbyists in a
dilema. Their overtures to the directors of the State
Bank of Indiana to get the institution rechartered by
way of mass bribery of the legislature had been rejected.
Their attention now turned toward the chartering of a
new institution to take the place of the State Bank of
Indiana. The lobbyists worked quickly. A bill to
charter a state bank to be known as "The Bank of the
State of Indiana" passed the Senate on February 24,
1855 by a vote of 27 to 22. The bill also passed the
House but was stopped by the Governor's veto.

Governor Joseph A. Wright had a reputation as a
"hard liner" on banking matters and vetoed several
pieces of legislation regarding banking which he felt
invited dishonesty and corruption. His objections to
the charter bill were many and included the "facts" that:

1. He had not had sufficient time to study the bill.
2. The bill's provisions gave the new bank the right

to issue almost unlimited amounts of currency.
3. The legislature had not thoroughly considered the

bill.
4. The bill exempted the new bank from most taxes.
5. The way in which its stock could be subscribed

was unfair and invited corruption.
6. The new bank would have the right to discount

paper equal to three times its capital stock plus
three times its deposits.
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Governor Joseph A. Wright
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7. Even its title, "The Bank of the State of Indiana",
was adopted to mislead the citizens since the state
would have no control over the bank.

The legislature seemed, however, to pay little heed
and passed the legislation over the Governor's veto
through both the Senate and House on March 3, 1855.

An investigative joint committee, appointed at the
suggestion of Governor Wright, during 1857's legislative
session found that there had been massive corruption
and fraud connected with the establishment of the Bank
of the State of Indiana two years earlier in 1855. Most
of the graft centered around the locating of branches
for the new Bank of the State of Indiana and the sub-
scription of stock in the new enterprise. The bill char-
tering the bank provided that the location of branches
was the responsibility of the Board of Bank Commis-
sioners, all of whom were much respected men in the
state. The simple fact, however, is that these gentlemen
made themselves financially well by selling locations of
the new bank branches in many cases to the highest
bidders. The fee varied with the circumstances but one
typical example is that of Muncie, Indiana. In order to
make sure that they would have a branch, the local stock
subscribers had to pay an additional $6,000. This was
raised when each subscriber paid an extra six percent
on his stock to the commissioners.

Stock subscription rights also proved to be a tempting
way to get things done to one's own liking. During the
legislative battle to get the charter bill passed, almost
anything was promised to anyone whom it was felt might
be able to exert some positive influence. Bribes in the
form of rights to subscribe to a certain amount of stock
varied in magnitude from only a few shares to over a
thousand. In a few instances, bank branch locations
were even promised to those who were perceived to be
especially important or prominent. Needless to say,
this kind of graft helped get the charter bill passed with
greater ease than could have been expected otherwise.

The Board of Bank Commissioners was also to appoint
for each branch location two sub-commissioners who
were to oversee the subscription of stock. The law
further specified that the subscription books were to be
opened between the hours of nine and twelve o'clock on
the appointed days. Advantage was taken of these two
provisions in two ways. First of all, the Board of Bank
Commissioners made sure that the sub-commissioners
which they appointed would "play ball." This was
usually insured by allowing the sub-commissioners to
subscribe for a few shares of the lucrative bank stock.
In return for these subscription rights, the sub-commis-
sioners made sure that only those people approved by
the commissioners got to subscribe for any significant
amounts of stock. Secondly, the law stated that the stock
subscription books were to be opened BETWEEN the
hours of nine and twelve as opposed to being open
FROM the hours of nine to twelve. In practice, this
meant that the sub-commissioners opened the books for
only a matter of minutes in many instances. Several
examples will show the disgraceful way in which this
was handled.

At Laporte, one of the sub-commissioners opened the
stock subscription books, subscribed for $60,000 (a con-
trolling interest) and then invited the public to subscribe.

At New Albany, the sub-commissioners failed to open
the books at all. The scene at Bedford found the sub-
commissioner presented with a prepared list of favored
subscribers. This list of names was transferred to the
stock subscription books and the books were then
closed; the books had been open for about five minutes.
The books for the New Albany branch were finally
opened in May, 1856. The "opening" took place in bed-
room number six of the Pavilion Hotel and lasted from
9 a.m. to 9:10 a.m. with only the sub-commissioners
present. At Madison, the sub-commissioners never got
around to opening the books to the public and simply
sent off a list of favored subscribers to Indianapolis.
This scene or variations of it was repeated at nearly
every town in which a branch was to be located.

Most of the people who did get stock sold it almost
immediately to eastern financial combines at large pre-
miums. In Governor Wright's words: "The stock, in
place of passing into the hands of our citizens, farmers,
mechanics, merchants—men identified with the prosper-
ity of our State—is transferred, in many of the branches,
to men beyond our limits, who have no other interest in
the prosperity of our State, than to make it the theater
of their speculations."

Based upon this virtual three-ring circus of fraud and
corruption in 1855 and 1856, one would automatically
assume that the Bank of the State of Indiana would be
run at about the same level of degradation. Amazingly
this was not the case.

From its first day of operation on January 1, 1857,
the Bank of the State of Indiana conducted a sound and
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$1 Note issued at the Indianapolis branch bank.

prosperous business. It, in fact, served as the state's
financial backbone throughout its existence. Its success
was based in large part on the ability of its operating KNOWN NOTES
officers. Hugh McCulloch, who in a few short years
would go on to become the nation's first Comptroller of 	 Branch	 $1 $3 $5 $10 $20 $50 $100
the Currency and also to hold the office of Secretary of

Bedford	 Xthe Treasury, was the president. James M. Ray, the
man who stubbornly refused to cooperate with the lobby- 	 Connersville	 X
ists in 1854-1855 was cashier. 	 Evansville	 X

	The bank prospered until it finally gave way to the 	 Fort Wayne	 X	 X
new era of National Banks and banking. The 1865 Gen-

	

eral Assembly, Indiana's legislative body, authorized the 	 Indianapolis	 X	 X" X	 X" X*

	

bank to wind up its affairs and almost all of the branches 	 Jeffersonville	 X
then became National Banks. Lafayette	 X

With the passing of the Bank of the State of Indiana, 	 LaPorte	 No Known Notes
the era of state-wide banking systems of issue came to

Lawrenceburg	 X	 Xan end.
Lima (now Howe)	 X X X

Syngraphic Aspects
Logansport	 X

Notes issued by the branches of the Bank of the State Madison	 X X X
of Indiana were of a uniform design for any given de-
nomination although an ornamental back specified the 	 Muncie	 X X X

branch location on each note. All notes are relatively 	 New Albany	 X	 X
scarce to rare. The most commonly seen notes are
the $1 and $5 denominations. The $3 issues are very 	 Plymouth	 X

scarce and $10 notes are extremely rare. No circulated 	 Richmond	 X	 X X
$20s, $50s, or $100s have been seen to date although at Rushville	 X
least one proof $20 note is known.

South Bend	 No Known Notes
The following table elaborates the branches and the

notes which are known to have survived from each. All 	 Terre Haute	 X X	 X

branches are believed to have issued each denomination 	 Vincennes	 X
with the possible exception of $50s and $100s. * Proof

Should you have a note not shown in the table below,
I ask that you get in touch so that future research will
be correct and up-to-date.
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The Fort Wayne branch issued this $3 note.

BACK
OF

$1 NOTE
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$5 Note issued at the Evansville branch bank.
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Above: $10 note is-

sued by the branch
bank at Richmond.

Below: $20 note "Un-

issued".
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