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Introduction

Minnesota’s Act to Authorize and Regulate the Business of Banking was
signed into law on July 26, 1858, and repealed a banking act that had been passed
along with the original Minnesota statehood statutes earlier in the year.  The
banking system was patterned after New York’s Free Banking Act, which allowed
persons entry into the banking business free of special legislative permission.  The
second Act was amended the following month to support the new Minnesota rail-
road bonds, known as Minnesota 7s for the interest rate paid.

The American Bank Note Company in New York was the exclusive
engraver of plates for the newly formed banks.  Mr. S. J. Dennis, a bank agent for
Minnesota in New York, kept the printing plates in custody when they were not
being used for production.  American Bank Note was to deliver all printed notes
to the state Auditor, who would distribute notes to the banks after the proper col-
lateral securities were deposited in his office.

Several banks immediately proceeded to file articles of incorporation
with state Auditor W. F. Dunbar, and contract with American Bank Note to
make plates and print notes for their circulation.  There were 23 banks that filed
by the end of 1858.  Among the first group that took immediate advantage of the
new law were the State Bank of Minnesota in Austin, the Farmers Bank in
Garden City, and the Bank of Saint Paul.  In 1859, the Bank of Red Wing also
opened for business.  These banks were short-lived, issuing notes over a period of
just months.  It wasn’t until 1862 that new banks emerged and used altered ver-
sions of the plates of these four banks for their circulation.  This study examines
the use of recycled plates in bank note production.

Background

On August 14, 1858, the Minnesota Legislature amended the state’s
banking act.  The main purpose of the amendment was to support the Minnesota
railroad bonds.  As the law was originally written, only federal or state bonds
which had traded in New York were permitted to be accepted by the state
Auditor for backing a bank’s circulation.  The average sales rate over the prior six
months was the rate at which the Auditor could accept such bonds.  Since the
railroad bonds were a new issue without a record of public trading, they could not
be deposited with the state Auditor.

The change allowed federal and Minnesota state bonds, including the
railroad bonds, to be accepted by the Auditor at their “current value.”  These sub-
jective words would become the crux of the problem with the Minnesota banking
system.  After the amendment, several new banks deposited railroad bonds with
the state Auditor.  Initially, they were accepted at par value.  In reality, the bonds
were highly illiquid and those people with interest in the railroads who had large
holdings used them to organize free banks.  They traded at rates far less than
their nominal value.

The legislature’s amendment also had the unintended effect of reducing
the capital requirements for entry into banking in the state.  While the nominal
capital had to be at least $25,000, acceptance of the Minnesota 7s allowed a bank
to be organized for considerably less in real terms.  If a bank was capitalized solely
with the railroad bonds, its intent in choosing this portfolio may have been to
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afford entry into the banking system.
However, the overall result of permitting Minnesota 7s to be used for

backing was the failure of Minnesota banks to maintain credibility and a legiti-
mate circulation.  Several banks deposited Minnesota 7s for their circulation and
issued currency to the full nominal value of the bonds, or the maximum permit-
ted by the Auditor, as swiftly as possible.  As the real market value of the railroad
bonds became apparent, notes of these banks became heavily discounted.

By spring 1859, nearly all Minnesota notes became uncurrent at any dis-
tance from their home banks.  Saint Paul brokers were successful in buying notes
at a discount and then returning them to the issuing bank for redemption in coin.
Several refused payment, and the first failures were recorded.  The June 23, 1859
edition of the Saint Paul Weekly Pioneer and Democrat published in detail the secu-
rity behind each of the fourteen operating banks of issue.  After this time, it
seems that the public was better able to flesh out the banks that would honor
their circulation at par.  The four banks in our study were among the more
responsible banks, but all found it impossible to keep their notes afloat.

No new bank notes would be released by the state Auditor for about two
years after the late summer of 1859.  Several banks chose to wind up their affairs
and return their circulation on hand to the Auditor’s office to reclaim their bonds
on deposit.  By the beginning of 1860, all the Minnesota banks that held mar-
ketable bonds in their portfolios either closed their doors or substituted
Minnesota 7s.  In accordance with Section 37 of the banking act, the Auditor
destroyed plates of six banks that failed on May 10, 1860.  Only six banks
remained by the end of the year.

By the end of 1861, all four of the banks in this study were defunct, and
their notes recalled by the state Auditor for redemption.  In this year the Auditor
was authorized to accept U.S. five per cent bonds, whereas previously six per cent
bonds were required.  Three new banks were established in 1862 with U.S. 5-20s
or other unquestioned securities as their basis, as would be the case with all the
banks created thereafter.  By 1863, three of the original railroad banks still had
Minnesota 7s on deposit with the Auditor, but they were on the books at the rate
of 18 cents per dollar.

State Bank of Minnesota

Byron W. Clarke of Milwaukee and J. J. McCullough of Saint Paul filed
for the organization of the State Bank of Minnesota in Austin on August 16,
1858, the first day for which the Auditor accepted applications for the free banks.
Austin is located along the Iowa border in southern Minnesota.  The bank was
capitalized at $25,000, all but one of its 250 shares belonging to Mr. Clarke.  Mr.
A. L. Pritchard of Watertown, Wisconsin, who would later become the sole
shareholder, was named president.  Mr. A. M. Pett was cashier.  When it placed
its order with American Bank Note, the bank chose a sheet configuration of 1-2-
5-5 for its currency.  The plates were in the hands of Agent Dennis by November
29.

The State Bank of Minnesota opted to make a conservative approach in
its banking affairs.  It purchased relatively safe Ohio 6s to back its circulation.
These bonds, or public stocks as they were known, were broadly traded and
worth par or more.  This was the kind of backing that successful banks in other
states used as collateral.  Between April 9 and 12, the State Bank of Minnesota
received a shipment of bank notes amounting to its full capitalization from the
state Auditor.  These notes were countersigned by him, and after the notes were
signed by the bank’s president and cashier, they could be issued for circulation.
No subsequent shipments of notes were ever sent to the State Bank.

In newspaper commentaries and personal correspondence, the officers
fought to defend the reputation of the bank.  The motivation of those seeking to
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discredit this bank may have varied, but some were undoubtedly hoping to obtain
its notes at a steep discount, and submit them to the bank for redemption in
specie.  The Pioneer and Democrat quoted State Bank notes at a 5% discount in
August.  Banker J. C. Easton of Chatfield purchased $309 of State Bank notes for
$300 in New York exchange from banker Thomas Bennett of Winona in early
November.  Easton undoubtedly sent them to Austin for redemption.  Four years
later Bennett would organize his own free bank in Winona.

Despite a sound backing for its currency, the bank conceded the battle
and sought to wind up its affairs.  A notice of closing for this bank was filed with
the Auditor on December 10, 1859.  Its circulation was reduced to $1,040; a sin-
gle Tennessee 6 and $214 in specie were left with the Auditor to redeem its out-
standing notes, which he did at par.

However, the State Bank of Minnesota did not perish.  A special Act of
the Legislature in 1862 caused what remained of the bank to move to
Minneapolis, about 100 miles to the north, but it was effectively a new institution.
The new stockholders were Messrs. R. J. Baldwin and R. J. Mendenhall, each
putting up half of the $25,000 capital.  Mendenhall, a Minneapolis banker, issued
his own fractional scrip and endorsed the scrip of the Treasurer of Minneapolis
the same year.

American Bank Note removed the Austin location on the plate and
replaced it with Minneapolis.  Since the State Bank of Minnesota in Austin hon-
ored its circulation at full face value, there was not only an economy of recycling
the bank note plate, but also a benefit of taking on the goodwill associated with
the name.  Mendenhall served as president, and Baldwin served as cashier in this
reincarnation of the bank.  As with all banks to organize in 1862 and later, its
notes were redeemed at par.

The state Auditor included the outstanding circulation of the first State
Bank with that of the second in his books, and no differentiation was made

Illustrated below are issued examples
of $2 notes from the State Bank of
Minnesota in Austin, and the State
Bank of Minnesota in Minneapolis.
The main printing plates were identi-
cal except for the location and date.
The Austin bank used a red panel
security overprint, whereas
Minneapolis used no overprint.  Like
most notes issued in 1862 and later,
the serial number was mechanically
imprinted.  The Austin note was
signed by A. M. Pett as cashier and A.
L. Pritchard as president.  The
Minneapolis note was signed by R. J.
Baldwin as cashier and R. J.
Mendenhall as president.

*Mar/Apr 2010 Paper Money  8/9/11  8:43 AM  Page 126



Paper Money • March/April 2010 • Whole No. 266 127

between the notes of either bank upon redemption.
Illustrated opposite are issued examples of $2 notes from the State Bank

of Minnesota in Austin, and the State Bank of Minnesota in Minneapolis.  The
main printing plates were identical except for the location and date.  The Austin
bank used a red panel security overprint, whereas Minneapolis used no overprint.
Like most notes issued in 1862 and later, the serial number was mechanically
imprinted.  The Austin note was signed by A. M. Pett as cashier and A. L.
Pritchard as president.  The Minneapolis note was signed by R. J. Baldwin as
cashier and R. J. Mendenhall as president.

Farmers Bank

Three days into the Minnesota free banking era, Julius H. Dawes of Fox
Lake, Wisconsin, filed for the organization of the Farmers Bank in Garden City,
also with a capitalization of $25,000.  Stockholders would later include John W.
Davis, William E. Smith and William J. Dexter, all of Fox Lake.  The Farmers
Bank selected a 1-2-3-5 layout for its bank note plate.  Agent Dennis had posses-
sion of the plate on December 29, 1858.

It also chose a fairly conservative portfolio, selecting Minnesota 8s,
which traded well above par in New York.  On January 20, the Farmers Bank
received $25,000 of notes signed by the Auditor and authorized for issue.  This
was the bank’s only shipment.  

The Pioneer and Democrat reported on March 24, 1859, that Saint Louis
banks would accept no Minnesota notes on deposit other than those of the
Farmers Bank.  In August, the same newspaper quoted Farmers Bank notes trad-
ing at a 5% discount for exchange.  Yet, the Farmers Bank found it unprofitable
to maintain a circulation.  On October 26, 1859, the Mankato Weekly Record
reported the bank’s intention to close.  The date of notice recorded in the
Auditor’s office was April 21, 1860.  This may be the date that its notes were first
protested.  Again, notes were redeemed at par.

A new Farmers Bank, this one located in Mankato, an emerging center of
economic activity just 14 miles northeast of Garden City on the Minnesota River,
was organized on May 7, 1862.  William J. Dexter, a stockholder of the former
institution, filed the application with the Auditor’s office.  Mr. Dexter authorized
American Bank Note to change the location on the printing plates and ordered
notes to be printed.  However, the second Farmers Bank did not issue any notes.

In the summer of 1864, David L. How and Foster L. Balch opened a
third Farmers Bank for business in the village of Shakopee, about 50 miles down-
stream the Minnesota River, but to the northeast of Mankato.  They were both
from Shakopee, and each put up half of the $27,500 in capital.  Less than two
years earlier, D. L. How issued fractional scrip in his town to help alleviate the
ongoing small change shortage.

Their connection with the Fox Lake financiers is unknown.  Messrs.
How and Balch acquired the Farmers Bank plate and had American Bank Note
change the location, this time from Mankato to Shakopee.  The date on the plate
was also changed to September 1st, 1864.

The Farmers Bank of Shakopee was the last free bank to organize in the
State of Minnesota.  Notes were first received from the Auditor’s office on
September 12, 1864, and the last notes were received just more than a year later,
as the free banking era came to a close.

Shown on the next page are issued $2 notes from the Farmers Bank of
Garden City and the Farmers Bank of Shakopee, and a falsely filled-in remainder
of the Farmers Bank of Mankato.  In 1862 the Garden City plate was altered to
Mankato for a bank that never opened.  The Shakopee bank opened in 1864, and
was among the last of the Minnesota free banks.  Signers on the Garden City note
are J. H. Dawes as cashier and an unidentified signer as vice president.  Although
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the signatures are faded, the Shakopee note was likely signed by Foster Balch as
cashier and D. L. How as president.

Bank of Saint Paul

T. Romeyn B. Eldridge of Milwaukee filed to organize the Bank of Saint
Paul on the same day as the Farmers Bank, also with a capitalization of $25,000.
After Eldridge moved to Saint Paul, he increased the capital and sold shares to his
banking associates.  By June 1860, there were 36 stockholders in the bank.  The
Bank of Saint Paul opted for a 1-2-5-10 plate arrangement, and the plates were in
the custody of Agent Dennis on December 14, 1858.

The Bank of Saint Paul initially chose Ohio 6s for its portfolio.  It
received its first shipment of $25,000 in signed notes from the Auditor on January
15, 1859.  It received its last shipment on June 21.  Notes were quoted at 21⁄2% to
3% discount in August.

A huge embarrassment befell Minnesota banking when certain informa-

Above are $2 notes from the
Farmers Banks of Garden City,
Mankato and Shakopee.  In 1862 the
Garden City plate was altered to
Mankato for a bank that never
opened (center).  The Shakopee
bank opened in 1864, and was
among the last of the Minnesota free
banks.  Signers on the Garden City
note are J. H. Dawes as cashier and
an unidentified signer as vice presi-
dent.  Although the signatures are
faded, the Shakopee note was likely
signed by Foster Balch as cashier
and D. L. How as president.
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tion became public knowledge on October 20, 1859.  It was reported the following
day in the Pioneer and Democrat that the Bank of Saint Paul had withdrawn its
Ohio 6s from the Auditor’s office and deposited Minnesota railroad bonds in their
stead some two months earlier.  The Auditor was immediately decried for allowing
a switch to occur.  The same day he released a statement showing the security and
circulation of each of the banks, in order to head off a general panic, and then
issued a statement in his defense.  He stated that $30,000 of Minnesota 7s was in
place to secure $12,000 in outstanding circulation.  This, along with personal
bonds amounting to $6,250 and stockholder liability, he deemed ample security to
the noteholders.  By December, a resolution in the House of Representatives was
adopted that called to inquire whether the Auditor had subjected himself to
impeachment.  W. F. Dunbar served as state Auditor through the end of 1860.

The Bank of Saint Paul survived this event, although on June 22, 1861, it
declined to redeem its notes.  This prompted the Auditor to sell the collateral
securities, and subsequently pay noteholders 98 cents on the dollar for notes pre-
sented for redemption.

Brothers Horace and James E. Thompson of Saint Paul organized the
Bank of Stillwater in 1863, in a village about 20 miles to the northeast of Saint
Paul.  This was their second banking venture, as the brothers had opened the Bank
of Minnesota in Saint Paul the previous year.  They, along with Minnesota State
Treasurer Charles Scheffer, capitalized the Stillwater bank with $50,000.

The retired plate of the Bank of Saint Paul was resurrected to serve the
Stillwater bank.  A more significant re-engraving effort was required to transform
the words “Saint Paul” into “Stillwater” twice on each note.  The Bank of
Stillwater received its first order of notes on September 4, 1863 and its last on
January 21 of the following year.

Shown above are issued $5 notes from the Bank of Saint Paul and the
Bank of Stillwater.  The Saint Paul bank used a red overprint on its notes, while

Above are issued $5 notes from the
Bank of Saint Paul and the Bank of
Stillwater.  The Saint Paul bank used
a red overprint on its notes, while
the Stillwater bank used a green
overprint, which was more common
on late issues of obsolete bank notes.
Signers on the Saint Paul note are C.
J. Burnell as cashier and T. R. B.
Eldridge as president.  The Stillwater
note is signed by Charles Scheffer as
cashier and Horace Thompson as
president.
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the Stillwater bank used a green overprint, which was more common on late issues
of obsolete bank notes.  Signers on the Saint Paul note are C. J. Burnell as cashier
and T. R. B. Eldridge as president.  The Stillwater note is signed by Charles
Scheffer as cashier and Horace Thompson as president.

Bank of Red Wing

Charles W. G. Joernz, a resident in the village of Red Wing, filed an
application on May 6, 1859, to organize the Bank of Red Wing with a capitaliza-
tion of $25,000.  Its chosen sheet layout was 1-2-3-5.  Agent Dennis had the plates
on June 4, 1859.  This bank was one of eleven applications made in 1859, the last
of which was filed in July.  No more banks would organize for three years.

The Bank of Red Wing opted to use Minnesota 7s as a low-cost means to
gain entry into the free banking system.  It received its first shipment of notes on
June 29 and its last less than a month later.  The bank issued notes to the maxi-
mum that the Auditor would allow, with a peak circulation of $23,100 against
$27,000 in Minnesota 7s in October.  Despite the poor backing, it always
redeemed its notes in specie and its notes were never protested.  However, its life
was brief, and its notes never claimed a broad circulation.  A notice of closing was
filed with the Auditor on October 31, 1859.  By December 1, its circulation was
reduced to $1,368 against $2,000 in Minnesota 7s.  Its notes were redeemed at par
by the state Auditor after it closed for business.  In 1863, $811 of its notes was
outstanding.

Pascal Smith of Red Wing and Wells S. Dickinson of Bangor, New York,
operated the Banking House of Smith & Dickinson in Red Wing.  In 1862, they
issued fractional scrip to facilitate trade in their town, but the next year they
decided to convert their banking operation into a free bank.  The second Bank of
Red Wing was capitalized with $27,500.

They procured title to the plate of the former Bank of Red Wing from
Mr. Joernz, and authorized American Bank Note to print new notes, these with

Illustrated below are examples of $1
notes from the first and second Bank
of Red Wing.  The first bank used a
red overprint for its notes and no
design for the back.  The second bank
had their notes printed with a green
overprint and green back.  The only
alteration of the engraved plate was
the date.  The second issue Red Wing
note was signed by Pascal Smith and
W. S. Dickinson.
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green backs and a green overprint, but with no alterations of the plate.  Shortly
after the first printing run, the plates were changed to have an engraved date of
November 10th, 1863.  It is likely that the second Bank of Red Wing redeemed
notes of the first bank.

Illustrated opposite are examples of $1 notes from the first and second
Bank of Red Wing.  The first bank used a red overprint for its notes and no
design for the back.  The second bank had their notes printed with a green over-
print and green back.  The only alteration of the engraved plate was the date.
The second issue Red Wing note was signed by Pascal Smith and W. S.
Dickinson.

Conclusion

While a few examples of legitimate bank plate alterations and recycling
are known elsewhere, the free banks of Minnesota demonstrated an unusually
high use of this practice.  There were three main reasons for this.  The transient
nature of the first round of banking in Minnesota caused them to be short-lived
ventures.  Plates were executed for these banks by the American Bank Note
Company, were lightly used, and were retired when the banks closed after a short
time.  A second reason is the economy of altering a plate instead of executing a
new one.  According to pricing schedules, the cost to design and cut a new plate in
1858 was $500.  Simple alterations could be made for considerably less cost.  

A final reason for a new bank to recycle an old plate was to take advantage
of the good reputation of the prior bank.  The reputation they earned was exem-
plified in a brief commentary about a Saint Paul dry goods dealer in the
November 11, 1859, issue of the Pioneer and Democrat.  “We are informed that
Messrs. Ingersoll & Co., have decided to take State Bank at Austin, Farmers’s
Bank, Garden City, and Bank of St. Paul, at par.”  The State Bank of Minnesota,
the Farmers Bank and the Bank of Red Wing redeemed their notes at par.
Holders of notes from the Bank of Saint Paul suffered a mere 2% loss.
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