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I T WAS NOT THE UNTRUSTWORTHINESS OF THE
scoundrels involved, nor the severity of the crimes against the communi-
ty they had -- in fact -- committed prior to that fateful Friday. An intact
facade of strength and commitment still cloaked those financial institu-

tions, but how deceitful appearances can really be when that facade hides the
deep character flaws of the individuals responsible for securing public's trust!

The scene is Saratoga Springs, NY in the late fall of 1878. An undercur-
rent of distrust of financial institutions has pervaded that community since fail-
ure of the city's Union Savings Bank earlier in the year. Intertwined with that
failed institution were leaders of the city's two National banks, the First
National Bank and the Commercial National Bank. Both banks were situated
on Broadway (Saratoga's Main Street), literally a stone's throw from one anoth-
er. At the First National Bank, the President, James Marvin, had been a trustee
of the defunct institution, while the Cashier, John Leake, had been its
President. At the Commercial National Bank, its Cashier Stephen Richards
had also been a trustee of the Union Savings, in addition to the bank's largest
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shareholder. The bad tidings hanging over the Saratoga citizenry seemed to
have had some basis in fact. There appears to have been little there to trust.

However, the fates of the city's two National Banks diverge into two sto-
ries: one leading to tragedy and rebirth; the other depositing a financial insti-
tution in the waste bin of history.

PART I
The First National Bank seemed to be prospering, going so far as declar-

ing its latest dividend in January 1878, of four percent from the profits of the
previous six months. But by the following September, its future did not appear
to be so rosy or promising to many observers. The panic that had swept the
banking houses and the city at large over the lingering effects of a scandal that
had brought down the city's Union Savings Bank still was pervasive. The First
National's facade of strength and invulnerablity was intact, but the undercur-
rent of public distrust simmered just below that thin veneer.

These understandably bad feelings and mistrust of banks in general which
had been initiated by the Union Savings Bank fiasco deepened on December 9,
when the public became aware that the Saratoga County Treasurer James
Wright had dipped into the public funds at his disposal for personal use.
Although, on the surface, affecting the Commercial National Bank more
because of Wright's ties to that bank's directorship, this additional bad finan-
cial news only deepened that persistent public distrust. As a contemporary
newspaper reported, the news over Wright's actions created ". . . a kind of slow
match to explode the mine under the feet of the banks."

On Wednesday, December 11, a run started against the First National
Bank, that continued through Thursday evening. By then about $68,000 had
been withdrawn by concerned and panicky depositors. Friday morning found
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the portals of the bank locked. Although not lacking means to continue opera-
tion, even though in hind sight it might have appeared a foregone conclusion
to close, the bank's President James Marvin and Cashier John Leake, without
consulting the rest of the directors, took responsibility for stopping payment,
refusing additional deposits and canceling funds previously secured to meet
anticipated demands for cash.

The crowds then shifted their unbridled and undivided attention to the
Commercial National Bank, forcing that institution to close its doors as well.

The real trouble for the individual culprits involved only started once the
hastily prepared telegram to the Comptroller of the Currency left the Saratoga
telegraph office. Once the appointed receiver delved deeply into the cesspool
that constituted the books of the bank, it became abundantly clear that the
average depositor's suspicions about the bank and its leadership were well
founded.

The thrust of the receiver's investigation focused on two key individuals,
Cashier John Leake and Director Jacob Farrington. Others were involved, but
two examples will suffice. Leake, it appeared, was literally a man who couldn't
say "no." He authorized and signed loan papers for thousands of dollars of

First National Bank's Cashier John S.
Leake, former President of the defunct
savings bank, was accused of embez-
zlement and misappropriation of
funds, forced to resign his position,
and arrested, but ultimately never
tried nor convicted.

shady deals and was not above using the bank's resources to further his own
selfish desires. How best does one explain investing money one does not have
in a fictitious silver mine in Connecticut? Cashier of the bank from the
moment it organized in 1848, Leake was perceived by his contemporaries as an
upstanding man within the community. A silver mine in Connecticut? In
total, a thorough examination of the books cataloged Leake's shortcoming -- as
published in the Troy Times and the Saratoga Sentinel -- was a staggering
$108,215! The contemporary description runs as follows:

‘`. . . (an) assignee of John S. Leake, cashier of the suspended First national bank of
Saratoga Springs, has filed the inventory of the liabilities and assets of the assignor.
By reading the inventory published below it will be seen that Mr. Leake's liabilities as
an individual, as partner of Jacob H. Farrington or as maker or endorser on notes,
reaches the large sum of $108,215.08 of which $59,422.78 is on promissory notes
held by the First National bank, of which Leake is cashier; $18,021.80 to the
Commercial National bank and smaller sums to other banks. On the surface
$61,872.20 of the total liabilities appear to be secured by chattel mortgages, mortgages
on real estate, interest in oil lands and assignment on bank stock, but when the pre-
ferred claims on those are liquidated the balance will fall many thousand dollars short
of paying the secured claims in full, to say nothing of those not secured. . . "

Jacob Farrington, a Director of the bank, was involved up to the hatband
in the slight of hand acts at the bank involving other people's money.
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"From the assignment it appears that Mr. Farrington's total indebtedness is
$75,556.90 classed as follows: Promissory notes on which he is liable as maker
$17,224.88; notes on which he is liable as endorser $14,306.55; individual debts
$12,262.26; liable on notes as maker and endorser in the lively firm of Farrington &
Leake $31,663.21. Notes to the amount of $48, 366.49, on which Mr. Farrington is
endorser or joint endorser with. J. S. Leake, are held by the First National bank. Mr.
Farringtolgs name is on paper at the Commercial national bank for $4,167.45 more,
and at the First National Bank of Ballston for $2,702. Some of the paper iS undoubt-
ed good, a portion is secured by mortgages, but a large share is worthless. . ."

What a pair of foxes to be left guarding the henhouse.

The corner three-story brick structure
was first the home of the Commercial
National Bank and was purchased at
auction by the First National Bank in
1879. The imposing edifice on the
opposite corner was originally built
for the Citizens National Bank which,
when merged in 1915 with the First
National Bank, formed the Saratoga
National Bank.

Almost as an after thought, Leake resigned as Cashier in late January. On
January 23, Farrington, on a warrant sought by the Bank, was arrested (again)
alleging embezzlement while acting as director. On May 18, Leake and
Farrington were indicted in federal court, Leake for ". . . embezzling, abstract-
ing and wilful misappropriation of the funds of the bank. . ." and Farrington for
. . . abstracting and wilful misappropriation of the funds of the First National

bank." Neither man appears to have spent any lengthy time incarcerated, if
any at all. They may not have had funds to cover their mistakes, but seemed to
have the resources to attract sufficient bail money to stay on the loose.

Almost from the beginning of the unraveling, both men had made some
attempts to assign their goods and property to the bank to both make up for
what they had done and to hopefully avoid criminal prosecution. In the end,
the Bank's willingness to accept such assignments proved the key they had both
sought. An article in the Ballston Journal dated January 29, 1881 (two years
after the fact, if you are keeping score), sums up the punishment meted out:

AN IMPORTANT BANK DECISION
"Judge Landon of Schenectady has handed down a decision in the case of the First

National bank of Saratoga Springs against John S. Leake, cashier, John C. Hulbert,
Alexander S. Hays and Jacob H. Farrington, directory. The action was for the
embezzlement of money in unlawful discounting their own notes and thereby misap-
propriating the finds of the bank. The decision is in favor of the defendants, on the
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grounds that altho (sic) the discounting of their own notes without the consent of the
other directors may he unlawful, yet the bank afterwards ratified and adopted the act by
soliciting and obtaining collateral security for the payment of such notes and by the sale
of the collateral and the application of the proceeds upon these very notes."

The bank itself survived, reopening February 17, 1879, after the decision
had been made and adopted to impose a 95% assessment against the sharehold-
ers. The rehabilitation was complete and serious disaster would not revisit the
bank again for another 25 years.

PART II
The allegations against County Treasurer James Wright struck particularly

hard with key shareholders of the Commercial National Bank. The major share-
holder in the bank, Charles S. Lester, was the leader of what the local newspa-
pers had labeled the "Republican Ring" and had been instrumental in securing
Wright's reelection in November 1878. Together with having been a director
of the defunct Union Savings Bank, whose affairs were then only starting to be
wound up, there was a certain amount of pent up distrust discernable between
the bank's leadership and a generally skeptical citizenry. A run commenced at
the First National Bank on Wednesday, December 11, focusing mainly on the
neighbor across the street, but eventually spreading to this institution as well.
By noon on Saturday, the managers closed their vaults for what would turn out
to be the last time.

On December 12, the Saratoga County clerk notified the County Board of
Supervisors that rumors of a financial problem were real, that the county's bank

The vanity signature of Stephen H.
Richards projected his confidence in
his career as Cashier, but by 1879
there were probably relatively few
still in circulation. President John
Carr somehow managed to keep his
head above the mess that enveloped
the bank he led.

accounts had vaporized, and that there were insufficient funds to make payroll.
Eventually the total amount of Wright's defalcation was pegged at $16,397.25.
Of course, the Treasurer was nowhere to be found. A warrant for his arrest was
issued December 17, charging him with malfeasance in office. Rumors circulat-
ed that he was a suicide, but were quickly discounted by the vast majority of peo-
ple. On December 19, he sent a letter postmarked New York City stating he'd
furnish $4,000 to help make up the deficit and that he was willing to return to
the area, but only after receiving assurances he would not be prosecuted.
Eventually he ended up skipping out of the country, finally securing employ-
ment as a clerk in the Windsor Hotel in Montreal.

The damage had been done, but nobody would be certain as to the extent
or severity until a receiver appointed by the Comptroller of the Currency could
investigate and report his findings to Washington.

The Comptroller ordered bank examiner R. E. Williams of Oneonta to
conduct a thorough review of both banks and report his findings which would
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determine the fate of both institutions. Arriving December 17, his work was
interrupted by petitioners representing both institutions remonstrating why
they should be allowed to regroup, repair and carry on business as before. In
the initial phase of the examination, the local press favored the Commercial
National Bank's resumption chances above those of the First National Bank,
speculating almost weekly on exactly when the doors would reopen. In a dis-
patch from Washington date January 15, 1879, it was noted that both reports
had been completed, submitted and found satisfactory to the Comptroller.
The verdict was not good. In February, a second examination was held to
investigate the individual liability of the directorate of the Commercial
National Bank, now facing suit from a depositor who wanted that body held
personally liable for any and all deficiencies.

While the fate of the First National Bank had been decided, the levying
of a 95% assessment due and payable by February 11, hope diminished for the
Commercial National. In both instances, Comptroller of the Currency John
Knox had gone to tremendous lengths to afford the institutions every opportu-
nity to prove themselves worthy of business resumption keeping them out of
receivership while any hope remained, but in the end only one survived.
Rumors of pending breakthroughs on business resumption filled the newspa-
pers and talk on the street, until it was announced February 22 that ". . . the
Comptroller of the currency has deemed it prudent to close the Commercial
National bank. He has appointed Mr. (L. M.) Price as receiver, who has taken
possession of the bank, and will at once proceed to wind up its affairs." On
February 26, Price, when approached by a delegation of shareholders, told
those representatives who had offered a 90% assessment plan that it was too
late for rehabilitation. Plans for resuscitation would persist for a while longer,
but the decision had been made and was final. A new receiver, Dr. Charles H.
Payn, ended all speculation of a resurrected Commercial National Bank once
and for all with the final irony being the purchase of the well-appointed bank
building at an auction ordered by Payn to the First National Bank.

With the death of the bank and the auctioning off of its building and fix-
tures, the troubles were not ended. Charles Lester, as very well politically con-
nected, was never a candidate for fall guy. Even though it had been through
his unwise speculation in worthless real estate and guilt by association with
Treasurer Wright, no indictment was ever handed up with his name on it nor
any warrant served on his person. The apparent fall guy was going to be the
former cashier, Stephen R. Richards as the man left standing when the music
stopped. On January 5, 1880, he was arrested and ". . . charged with abstract-
ing, embezzling and wilfully misapplying the funds of the bank." The warrant
also charged him with perjury in making false returns to the comproller of the
currency. After examination, the case was adjourned.

In May, together with John Leake and Jacob Farrington of the First
National Bank scandal, he was ordered to stand trial in United States Court,
but as before, he continued on bail. On May 19, a federal grand jury in
Rochester found bills of indictment on all three defendants, but by now every-
one had grown weary of the "old news" and were looking for a way out of their
encumbrances. By December 1880, a new bank examiner, Orson Adams, com-
pleted an examination of the accounts of Receiver Payn ". . . and found them
satisfactory. As was at first thought the assets have been found sufficient to
meet the liabilities." January 1881 saw the final sell off of remaining assets of
the bank and on. Februaiy 21, Comptroller of the Currency Knox ordered the
shareholders to elect an agent to whom the remaining assets of the bank would
be transferred. After all this, there appears to have been money left over. Who
would have guessed?

Both cases ended with a whimper. There were no guilty parties, no one
went "up the river" for crimes against shareholders and depositors.
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