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When the Bank of England was forced to lower its gold reserve
in April, 1836, English creditors began to call in their outstand-
ing obligations in the United States.

Beginning in 1836, the price of cotton in Europe, primarily
England, had dropped disastrously, seriously affecting banks in
Mississippi. There were several banks in that state that had been
speculating in cotton, and the second Bank of the United States
had been active as well. By March of 1837 several banking
houses in New Orleans were in trouble. The crisis reached New
York, resulting in over 100 failures and losses exceeding $15
million.

As seen in the table earlier, the State of Alabama averted a ca-
tastrophe by issuing bonds in the amount of $7.5 million in
order to keep the Bank of the State of Alabama and its branches
open. By 1841 the tales of fraud within the State Bank had be-
come so widespread that a bill was introduced in the legislature
calling for an investigation into the affairs of the bank. A special
joint committee of the House and Senate was formed, and a
special act of the legislature gave this committee full access to
the records of the bank.

The members of the committee from the House of Repre-
sentatives reported that they had "discovered the existence of a
disgraceful league to plunder the banks and swindle the people
of the State. Men in high office, members of the legislature, and
bank directors are supposedly to be implicated. With all these
facts before them the Senate has seen fit to dissolve their portion
of the committee. This renders it impossible for us to act effi-
ciently and we therefore tender our resignation." The full report
of the joint committee, along with supporting records, was
turned over to the Governor and given by him to the Secretary
of State for secrecy. The report was supposedly destroyed in a
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fire in the Capitol building in 1849. Knox states "This was a
confession that men were involved of too great power in the
State to be safely punished by ordinary methods."

END OF THE BANK
The branches of the Bank of the State of Alabama were

ordered closed by the legislature in 1842-1843. The charter of
the parent bank expired on January 1, 1845 and it was placed
in liquidation. As seen in the table earlier, the closing of the bank
left the State of Alabama with a debt of $14 million for the bonds
it had issued to capitalize the banks; the interest on these bonds
amounted to almost $17 million before they were liquidated. (It
is interesting to recall that the original plan for raising capital for
the bank was a bond issue "not to exceed $100,000" — in four-
teen years and three days the state had exceeded this amount
by a mere $13,900,000.) The State was also required to pay
annual interest on the property of the university and schools
which the bank had absorbed.

Even though the losses by the state from the Bank "experi-
ment" amounted to some $35 million, the citizens of Alabama
did benefit from it in one way. For a period of approximately ten
years, the bank paid for the expenses of the state government:
consequently, the citizens paid virtually no taxes during that
time. Knox estimated the amount of taxes saved by the citizens
of Alabama to be approximately $40 million during the period.
so he felt that the people did receive some compensation for the
expenditures. In 1848 a large number of the bonds used to fi-
nance the State Bank were coming due, and the legislature re-
stored direct taxes so that the state could meet its financial obli-
gations. The books on the Bank of the State of Alabama were
finally closed in 1868.

Part 2

Newly Discovered Proofs and Notes from
the Huntsville Branch of the Bank of the

State of Alabama

T w0 unlisted denominations of notes issued by the Hunts-
ville branch of the Bank of the State of Alabama have
been recently "discovered." They are the $1 and $100

denominations.
The $1 denomination, along with several other notes issued

by the bank, resides in the Eric P. Newman Collection in St.
Louis. They were made known to the author by Gene Hessler;
the illustrations of the $1 proof and issued note, the $5 issued
note, and the $10 issued note that accompany this article are
made available through the courtesy of Mr. Newman and Mr.
Hessler. These notes are perhaps being seen by the collecting
public for the first time.

The $100 denomination is a proof of a post note, payable at
the Bank of Louisiana in New Orleans.

As related by Steven Whitfield in his article "Present Home
Town, Huntsville, Alabama," the Huntsville branch of the Bank
of the State of Alabama was organized in early 1835. A commit-
tee was formed by the bank to secure a permanent home, and a

Greek revival structure was built on the west side of the Court-
house Square in Huntsville.

The new building was occupied by the Huntsville branch of
the Bank of the State of Alabama in 1840. As detailed by Knox,
the branches were closed by the state legislative session of
1842-1843; the final settlement affairs of the Huntsville branch
were not completed until 1857.

The main reason for the rarity of surviving notes of the Bank
of the State of Alabama and its branches was the Act of January
25, 1845 passed by the state legislature requiring the directors of
the various banks to destroy all of their redeemed bills, along
with all of the unissued notes in their possession. The following
list contains the denominations of surviving proof and issued
notes from the Huntsville branch of the Bank of the State of
Alabama, as compiled by the author:

$1 —proof, issued note; $5 — proof, uncut sheet (proof),
issued note; $10 —proof, issued note; $20 —proof;
$100 — proof.
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Proofs of $10 and $100 denominations

Issued and proof $1 and $5 notes. The wet-printed, issued notes illus-

trate the shrinking that took place (courtesy of Eric P. Newman).

	This leaves only the $50 denomination to be reported. Any-	 his book "A total of 35 State Bank notes are known and

	

one with knowledge of the other issued notes from the Hunts-	 described. All are rare."
ville branch is encouraged to report them. Rosene comments in
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