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"MILLS' MONEY"
(And some information about the first bank in Texas)

by BOB COCHRAN

"If it doesn't work right, make it work" — Bob Medlar

This is a brief account of the ingenuity of two brothers
in Texas, Robert and David G. Mills. In the late 1840s,
they found a way to skirt the Texas law which pro-
hibited the "issuance" of bank notes by endorsing and
"re-issuing" WORTHLESS hank notes! These notes
circulated widely in Texas and New Orleans for several
years, and were considered "good as gold"—they were
known as "Mills' Money." But in order for us to fully
understand the significance of these notes, we need a
review of the early banking history of Texas.

EARLY TEXAS BANKING
HEN Mexico secured its independence from
Spain in 1821, the man appointed governor of the
province of Texas was Jose Felix Trespalacios. One

of his functions was to pay the troops and government
officials in Texas. Gold and silver were shipped to him in San
Antonio from the subtreasury in San Luis Potosi. These ship-
ments were irregular at best, and the soldiers and other
government employees had to deal on credit with the local
merchants when their pay was delayed [Gatton, 34].

The Banco Nacional de Texas

During the struggle for Mexican independence, Trespalacios
had been pursued by the Spanish Mexican government, and
spent time hiding in New Orleans. There he observed paper
money backed by specie used in daily finance. As provincial
governor, he ordered that the Banco Nacional de Texas be
established in San Antonio on October 21, 1822 [Gatton,
34 — quote from article by C.E. Castenada, Bulletin of the Busi-
ness Historical Society, published by The University of Texas,
1954].

This was the first bank chartered in Texas, and the first
chartered west of the Mississippi River. It was a simple and
effective format, and included the issuance of bank notes re-
deemable in specie. The notes were eagerly accepted around
San Antonio, but the entire operation was soon dashed. The
only flaw in Trespalacio's plan was that he failed to secure
agreement for his plan from his superiors. They would not
recommend its approval to the Mexican Emperor, Iturbide.
Instead, they convinced the Emperor to issue a national cur-
rency of Mexico, which would replace the notes of the Banco
National de Texas [Gatton, 34].

Unfortunately, the new Mexican national notes could not
be redeemed in specie; they were not accepted in general cir-

culation, and caused the Banco National de Texas to close
[Gatton, 34]. According to Grant and Crum, the Banco Na-
tional de Texas was significant in the banking history of
Texas, "not only because it was the first bank in the state, al-
beit in a very limited sense, but also because of the general
distrust of bank note issues that it helped to engender"
[Gatton, 34—quote from Joseph M. Grant and Lawrence
Crum, The Development of State Chartered Banking in 'fixas]. This
distrust of paper currency lasted until the late 1860s, when
national currency issued by Texas banks became acceptable
in commerce.

Paper Money in the Republic of Texas

When Texas became a republic in 1836, the founders were
aware of the problems that unsecured paper money had
caused in the existing United States. The Law of the
Republic, passed on December 14, 1837, strictly prohibited
the issuance of paper money by municipalities and private
firms; prior to that time, there were no limitations and paper
notes were issued in the republic. One exception to the 1837
law was a special act passed on February 3, 1841, allowing the
firm of McKinney, Williams & Company of Galveston to
issue $30,000 in notes. McKinney and Williams had supplied
almost 10 percent of the cost of the revolution against
Mexico, and had suffered severe financial hardship because
the Republic of Texas could not repay them [Medlar, 63]. Is-
sued notes are extremely rare, and some proofs were con-
tained in the recent Christie's auction of the American Bank
Note Company Archives [Medlar, personal cor-
respondence].

Paper Money in the early days of
the State of Texas

The Act of February 5, 1844 continued the ban on the issu-
ance of paper money within the boundaries of the republic.
After Texas became a state in 1845, the state constitution and
Acts of April 7, 1846 and March 20, 1848 continued the ban
on banks and paper money. Even so, the republic itself issued
several types of paper that were intended to circulate as
currency.

Knox states that "Treasury drafts for irregular amounts
sometimes figured as currency, bearing a promise of ten per
cent. interest. In 1838 a series of non-interest-bearing
treasury notes were issued. These were partially printed in
scarlet and were familiarly known as 'red backs. They were
never worth more than 37 1/2 per cent. of their face, and in
1842 they were worth but two cents on the dollar, and were
often altogether refused" [Knox, 619].
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The Commercial and Agricultural Bank

With two exceptions, the laws of the Republic and State of
Texas were obeyed—one exception was McKinney, Williams
& Company, mentioned earlier. The bank was authorized
prior to the organization of national banks in 1863. The
other exception was the Commercial and Agricultural Bank
of Texas, the only bank authorized to operate in Texas prior
to the organization of national banks in 1863. We will see in
a moment that this bank was "grandfathered." In 1852,
William M. Gouge wrote:

Through some mysterious means, the Commercial and
Agricultural Bank has been brought into operation, for it does
not appear that it has ever been certified to the Executive [meet
the Texas legal requirements] 'that one hundred thousand
dollars had entered its vaults, and this was an indispensible con-
dition of its charter. A writer, in the sixth volume of De Bow's
Commercial Review, states that 'Messrs." Lake & Co., by means of
the credits which they got through the Ohio State Bank law,
started three other Ohio banks (in addition to the Bank of
Wooster), besides buying the Mineral Bank of Maryland and a
bank in Texas. The foundation of the whole is S171,900 of stock
owned by Lake in the Wooster Bank. It is possible that not a cent
of money was paid at all, but stock notes given:

As the Commercial and Agricultural Bank is the only bank in
Texas, the fair inference is that this is the bank affirmed to have
been bought byJ. Lake & Co. But this is inference. Wherever it
obtains the means, certain it is that the Commercial and Agricul-
tural Bank commenced operations at Galveston some six years
ago, and continues them to this day. It has also established a
branch at Brownsville, with the view of circulating its paper in
the adjoining state of Tamaulipas. But the Mexicans will have
none of it. They prefer their own defaced silver coin to any
`promises to pay; however prettily they may be adorned by the
art of the engraver.

The Attorney-General of Texas has been, for some time, con-
testing with the bank the legality of its existence; but, as he was
the private counsel of the bank before he was elevated to his
present dignity, the opinion of some people is that the state will
not gain much in the contest.

[Gouge, 234-235].

Samuel M. Williams was granted a charter for the "Banco
de Commercia y Agricultura" by the Supreme Government
of the State of Coahuila and Texas (Mexican Government)
on April 30, 1835. Williams was born in Providence, Rhode
Island, on October 4, 1795. He learned the mercantile busi-
ness in Baltimore, and later moved to New Orleans, where he
served as a private secretary to Andrew Jackson. In New
Orleans he met Stephen Austin, who convinced him to ac-
cept a similar position in the Austin colony. Williams later
formed a mercantile business with Thomas E McKinney at
Quintana; the operation was quite successful, and later in-
cluded banking functions [Medlar, 47-49, 63-64].

Williams was well-respected by the Mexican government,
since he was a successful businessman in addition to being a
friend and former employee of Austin. The charter of the
Commercial and Agricultural Bank was quite strict, and no
proof has ever been offered that there was any connection
between Williams and J. Lake & Co., despite the statements
of Gouge.

The bank was intended to operate at Columbia, but did
not open until 1847 because Williams (and his financial
backers in the East) failed to meet its charter requirements of
having $100,000 in specie in the vaults. The bank did have
sheets of notes prepared by Draper, Toppan, Longacre &
Co., of Philadelphia, but they were never issued with that
particular design. The backs of the sheets were blank, and
some Louisiana state bank notes were printed on the back
during the Civil War, when bank note paper was scarce. Most
surviving examples of the Commercial and Agricultural
Bank at Columbia have been reconstructed from these Loui-
siana notes. The bank issued notes for only a short time, and
surviving examples are quite rare [Medlar, personal cor-
respondence]. The Commercial and Agricultural Bank also
opened a branch at Brownsville, but no notes are known
from that operation [Medlar, personal correspondence].
Proof specimens of additional denominations issued by the
Commercial and Agricultural Bank were contained in the re-
cent auction of the archives of the American Bank Note
Company.

Mr. Medlar disputes Gouge's claim that the Commercial
and Agricultural Bank was purchased byJ. Lake & Company.
His contention is that Williams postponed his idea of opening
a bank because of the events of the time. The revolution to
separate Texas from Mexico began in the late summer of
1835, and culminated some six months later in the indepen-
dent Republic of Texas. Commercial transactions were se-
verely restricted during the revolution, and the republic was
in desperate financial straits for most of its nine years. This
would certainly enforce the idea that Williams had a difficult
time raising the required amount of specie in order for the
bank to begin operations, and it took him over 10 years to do
so [Medlar, personal correspondence.]

The State of Texas authorized Williams to open the Com-
mercial and Agricultural Bank in 1847, but by then he had
moved his business operations to Galveston from Columbia.
Medlar states "The grandfathered charter was vigorously
fought by his political and commercial enemies, including, I
believe, Messrs. Mills. The case dragged finally to the Texas
Supreme Court and Williams, sick, tired and old, was
defeated. He died the following year" [Medlar, personal cor-
respondence].

Although it is described as the Panic of 1837, suffice it to
say that coin money, or "specie;' was in extremely short
supply throughout the western United States for many years
prior to and after 1837. In other parts of the country, espe-
cially the East, tokens, bank notes and scrip were substituted
for coin money. Many states had laws prohibiting these
issues, but the laws were often ignored, since most of the
population had progressed from the time of exchanging pelts,
wampum and other substitutes.

In a financial transaction involving paper currency, both
sides usually were sacrificing—the merchant by accepting
notes with the possibility of finding out later that they were
worthless. Many newspapers, such as those in Houston and
New Orleans, regularly printed discount quotations for notes
of certain states and specific banks, and these were of great in-
terest to businesses. Other popular reference items were the
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many bank note reporters and counterfeit detectors pub-
lished on a weekly basis. Even the genuine "good" notes were
almost always discounted—the discount usually increased in
proportion to the distance from the issuing bank's location.
Since Texans distrusted paper money anyway, and because
Texas was so far away from most of the established banks in
the U.S., we can see that paper money acceptable by both
merchants and their customers would have real utility.

"MILLS' MONEY"
The earliest source of information about "Mills' Money" is
Gouge. According to Bob Medlar, his book was written in
1852 during the controversy over the State of Texas paying
the Republic of Texas' debts at par. Bob states that it is
claimed with a great deal of probability that Gouge wrote the
book at the request of eastern financiers who had speculated
extensively in Republic scrip and paper, and the book is

THE MILLS BROTHERS AND THE FIRM OF
R. & D.G. MILLS OF GALVESTON

Robert Mills was born in Kentucky on March 9, 1809. In
1830, he joined his older brother Andrew in a merchandising
business at Brazoria, Texas. Robert managed the business,
and it soon prospered. He traded supplies for pelts and cotton
in the Brazos and Colorado valleys. He established a lucrative
trade in Mexico, sending burro trains of goods across the Rio
Grande River in exchange for specie and bars of Mexican
silver. These bars were stacked like stove-wood in the firm's
counting room [Handbook, Vol. 2, 200].

After Andrew died, Robert conducted the business with
his younger brother David G. Mills. The firm was first known
as R. Mills and Company, and later as R. & D.G. Mills.
Robert moved to Galveston about 1849, and became a
partner in the firms of Mills, McDowell & Company of New
York and McDowell, Mills & Company of New Orleans. An-
other partner in the firms (until 1863) was John William Jock-
usch, the Prussian consul at Galveston [Handbook, Vol.
2, 200].

These three firms were obviously closely allied, and the
businesses grew substantially; much of their financial paper
passed through all three locations. They operated as cotton
factors and general commission merchants, advanced credit,
and dealt in domestic and foreign exchange. They owned
ships and steamboats that were shipping sugar and cotton all
over the world. R. & D.G. Mills of Galveston provided some
very valuable financial service functions for their Texas cus-
tomers, but they desired another method.

heavily tilted toward the argument of payment of the debts at
par [Medlar, personal correspondence].

I think that after you have read the following comments
from Mr. Gouge's book you will agree with Bob's assessment:

The laws of Texas are, as we have seen, very strict in regard to
paper currency; but a certain English judge once said that he
never saw an Act of Parliament through which he could not
drive a coach and four horses, and our paper-money men in
America can, when necessary, drive a whole ox team, horns,
hoofs, and all, through acts of Assembly. If the reader will scan
the laws of Texas in regard to paper currency, he will find that,
though they rigidly prohibit the issue of bank-notes, they do not
prohibit their reissue, much less the simple passing of notes issued
by banks in another state. Neither do they prohibit any citizen of
Texas from indorsing such issues, although such indorsement
may give them a currency in Texas they would not otherwise ob-
tain. Penal acts are to be strictly construed. Constructive
offences are not to be admitted in a Republic; otherwise, no one
citizen knows how soon he may be arraigned as a criminal.

Taking advantage of these most excellent principles, the house
of R. & D.G. Mills of Galveston, for years have been in the habit
of indorsing the notes of the Northern Bank of Mississippi at
Holly Springs, and thus giving them a currency in Texas, as the
Texas State Gazette expresses, 'not for the purpose of making
money, but to facilitate the operations of their own business, by
affording a convenient medium of circulation? The Bank of
Holly Springs is of very doubtful reputation, the notes of which
would never of themselves have obtained currency in Texas. But
being indorsed by what was long regarded as the richest com-
mercial firm in the state, they passed freely, to the amount, as the
Houston Telegraph supposes, of three hundred thousand dollars,
though the Austin State Gazette asserts 'it is scarcely possible that
there ever was, at any one time, more than forty thousand dollars
in circulation:
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All this did very well for years in succession. 'Mills's Money,' as
it was called, was regarded as being as good as gold and silver, or
even better, inasmuch as it could be more readily carried from
place to place. The rest of the story we will let the editor of the
Texas State Gazette tell in his own words, as we find it in his paper
of February 7, 1852, premising the fact that Austin. the home of
the editor, is, by the post-route, two hundred and fifty miles in-
land from Galveston, the home of Messrs. Mills.

The news of the suspension of the house of R. & D.G. Mills
was received in town a few days since, and of course created
no little excitement, as the bills of the Northern Bank of Mis-
sissippi, bearing their indorsement, had for some time circu-
lated among us with all the facility of gold. The sudden and
unexpected announcement of this fact of course created a
great revulsion, and for a time all confidence was destroyed
in this money; subsequent advices, however, and the opinion
of men acquainted with the members of this house, and not
altogether unadvised of their true condition, have produced
a considerable modification of the panic and a restoration of
confidence.

From this it will be seen that the people of Texas have, in spite
of their hard-money laws and hard-money constitution, had a
very pretty little paper-money panic. And they will have more,
unless those whose duty it is to administer the laws shall discover
that putting foreign bank-notes in circulation, by indorsing
them, is a mere evasion of the act of Assembly which forbids the
emission of paper for circulation. By the method they pursued,
Messrs. R. & D.G. Mills made their house at Galveston a branch
of the Bank of Holly Springs. If this practice is tolerated, other
`wild-cat banks' will have their branches in Texas. The Bank of
Holly Springs and its agents will not be suffered to monopolize
so very profitable a business.

[Gouge, 235-236].

Mr. Gouge was certainly entitled to his opinion, but even
he was forced to agree that the scheme worked and worked
well for several years. He somewhat reluctantly admits that
the notes did exactly what they were intended to do, and that
was to serve as an accepted medium of exchange in the ab-
sence of any other. The "Mills' Money" almost certainly con-
tinued to circulate after Gouge's book was published,
(assuming anyone in Texas even bothered to read it) because
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there was no acceptable paper in Texas until after the Civil
War. Since Texas was part of the Confederacy, most of their
monetary transactions were in CSA bonds and notes, and the
many CSA Texas issues.

The U.S. government began issuing demand notes in 1861.
These notes were acceptable for duties on imports, thereby
placing them on a par with gold. But even the demand notes
created a problem for the U.S. Government, in that their
conversion into gold created a situation where the banks
were forced to suspend redeeming them. The demand notes
were quickly followed by their "cousins;' the U.S (legal
tender) notes of 1862. These notes weren't backed by any-
thing, but they were used by the government to pay its troops
and creditors, forcing their acceptance in the East.

The demand notes were redeemed by the U.S. Govern-
ment as quickly as possible, and there probably weren't very
many that reached Texas. My guess is that the first Federal
paper accepted by Texans were the national currency notes,
first issued in 1863. These notes were backed by bonds of the
U.S. Government, so they were guaranteed to be "good"
anywhere in the country. But because of the Civil War, even
these notes most certainly weren't accepted by Texans after
the first national bank was chartered in that state in 1865.
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Another reason for assuming that the "Mills' Money" con-
tinued to circulate is that the firm was so successful. As late as
1860 they had some 3,300 acres cultivated in sugar and
cotton, and another 100,000 acres of unimproved land. How-
ever, the firm of R. & D.G. Mills was finally bankrupt in 1873.
Speculation placed their worth at between three and five
hundred million dollars before the Civil War. Robert Mills,
known as the "Duke of Brazoria," owned over 800 slaves, and
they were free men in 1865. The homestead law in Texas
offered him some protection from his creditors, but he turned
over his possessions to pay his debts. He was forced to live
with relatives after the war, and died on April 13, 1888
[Handbook, Vol. 2, 200].

EXISTING "MILLS' MONEY"

Bob Medlar graciously furnished the illustration of the
"Mills' Money" note that accompanies this article; observe
that it is from The Mississippi Railroad Company of
Natchez, not The Northern Bank of Mississippi at Holly
Springs. Notice also that it is dated 1839. Mr. Medlar assem-
bled a large collection of Texas obsolete issues, and
researched notes for many years before his book was pub-
lished in 1968. He commented to me that he had only two of
the notes illustrated, and that he had never seen a "Mills"
note from The Northern Bank of Mississippi at Holly
Springs.

William Gouge probably never saw a "Mills' Money" note,
either. He based his writings on the Texas State Gazette as re-
counted earlier in this article. All of the later accounts of this
story almost certainly reference his book, and identify the
notes used as being those of the bank at Holly Springs. One
states that the Mills Brothers used notes from "the defunct
Northern Bank of Mississippi" [Handbook, Vol. 2, 200].
Carlson states "At this time [1840s] The Northern Bank of
Mississippi at Holly Springs, a wildcat institution, had large
amounts of paper money in circulation. Its paper was re-
jected everywhere" [Carlson]. Gouge simply stated that
"The Bank of Holly Springs is of very doubtful reputation"
[Gouge, 235].

The Northern Bank of Mississippi at Holly Springs was
chartered in 1837. In 1840, the Mississippi legislature passed
an act calling for all state-chartered banks to pay specie for all
their notes in circulation or forfeit their charter. According to
Gouge, The Northern Bank of Mississippi at Holly Springs
was one of only two banks in the state that complied with the
law. After 1840, the bank confined itself to a very restrictive
business, and eventually failed [Legett, 59]. He illustrates a
note dated 1854 and describes another from the bank dated
1862 [Leggett, 59].

The Mississippi Rail Road Company was incorporated by
the State of Mississippi in 1836, with the purpose of building
a road "from the Mississippi River at the City of Natchez to
some suitable point in the northern extremity of the
State .....It built only 24 1/2 miles of track before it failed
[Leggett, 97]. The only notes from this company known to
Mr. Leggett when his book was published were dated 1838
and 1839. Interestingly, he illustrates the face of a post note
exactly the same as Mr. Medlar's [Leggett, 98].

So the question remains—did the Mills Brothers in fact
use notes from The Northern Bank of Mississippi at Holly
Springs, or was the editor of the Texas State Gazette in error? I
hope that those reading this article will examine the backs of
their Mississippi obsolete notes, and that they will furnish me
with their findings, and perhaps a photocopy. The results, if
any, will be published in a future issue.
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Plate Dates (continued from page 40)

never altered. Consequently the bank continued to issue dis-
trict 1902 date and plain backs through 1929.

The plate dates on large-size Alaska issues are listed in
Table 3. The date August 24, 1912 never appeared on Juneau
Series of 1882 date backs or Fairbanks Series of 1902 date
and plain backs because the plates were not altered to reflect
the change as Alaska advanced from district to territory
status in 1912.

SOURCES OF DATA
Bureau of Engraving and Printing, various dates, Certified

proofs of national currency face plates: National Numis-
matic Collections, Smithsonian Institution, Washington,
D.C.

Huntoon, P., 1981, The misdated 1902 plate for The First
National Bank of Arizona at Phoenix, PAPER MONEY, v.
20, pp. 67-70.

Huntoon, P., 1986, The significance of plate dates on na-
tional bank notes, PAPER MONEY, v. 25, pp. 67-71.

Huntoon, P., 1989, The earliest national bank title changes,
PAPER MONEY, v. 27, pp. 141-144.

Huntoon, P., 1990, National gold banks and national gold
bank notes, PAPER MONEY, v. 28, p. 101.


	Mills' Money, and some info about the first bank in Texas

