
THE DEFALCATION OF UPERI TE DE IT 
JAME D. EAD 

By an act of Cong·ress appro ed on eptember 4, 1841, 
there was set apart for'' each new state tl1at shall he1-- after 
be admitted into the Union, . . . . :five hund1--ed thol1-
sand acres of land. '' The funds derived from the sale of 
this immense area were to be applied, ,vithin the intent of 
the act, to the construction of '' d1--ainag·e systen1s, roads, 
rail,vays, bridges, and canals.'' 1 This disposition of the 
public lands ,,as made by virtue of ,vhat is kno,vn in gov
e1·nmental ethics as the right of p1--imal o,vne1--ship of tl1e 
soil. 

This doct1 .. ine was evidently ignor ed in an ''ordinance'' 
appended to the constitution for the proposed State of 
Io,\Ta drafted in the fall of 1 44. In this ordinance sev
e1·al p1 .. opositions were made to Cong1--ess 1--elative to a 
partial disposal of the public lands , ithin Io,\-a, which 
propositions should be binding· upon the people of the State, 
p1--oviding they r eceived the consent of Congress. Among 
other things the ordinance proposed the setting apa1·t by 
the United tates of the sixteenth section of land or its 
equivalent in every township for school purposes, and that 
fi,"e per cent of the net proceeds of all sales of public lands 
l)ring within the proposed limits of Iowa should be g·ranted 
to the State, the purpos6 for which such per cent11m ''"as 
to be used not being stated.2 

In an act of Oong1--ess approved on March 3, 1845, pro
'"iding for the admission of Iowa and Florida, it was de-

1 5 United States Stat11,tes at Large 453-455. 
2 Journal of tlie Iowa Constitutional Convention,, 1844, p. 207. 
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clared that thi ordinance ,vas not to ''be deemed 01" taken 
to ha,Te any effect or ,Talidity, or to be recognized as in an},. 
man11e1-- obligatory upon the Go,rernment of the United 

tate . '' 3 

B}T an act t1pplemental to the above and of the same date 
ong·res propo eel a Sl1bstitt1te for thi ordinance and re

qt1e ted it accepta11ce or 1 .. ejection b}., tl1e Io,~ta legislature. 
This ubstitute approved the p1'oposition of the 1"ejectecl 
orclinance 1·elati,,.e to setting apart tl1e sixteenth section or 
it equi,.ralent fo1" the u e a11d support of common schools. 
But it clefinite l)T di1·ectecl '' that five pe1· cent of the net 
p1·oceec1 of al s of all l)l1blic lands l)ring within the saicl 

tate ,,,.hich l1ave been, 01 .. shall be old by Cong·1--ess, from 

an<.1 afte1-- the admi sion of said tate, . . . . shall be 
app1·op1·iatecl fo1· making public roads and canals within 
the said State, as the leg·islatu1--e may direct. '' There wa 
also the furthe1"' pI·oviso that the '' foregoing p1--opositions 
l1erei11 offe1--ed are on the condition that the legislatl11"e of 
the said ta te, . . . . shall never i11terf e1·e ,,.,ith the 
p1 .. ima1")'" disposal of the soil within the same by the United 
States . . . . and that no tax shall be imposed on 
la11ds tl1e p1 .. ope1·t}"" of the 11itecl tates.' ' 4 Jo action was 
taken at this time by the Io,,.,a leg·i latt1re l1pon this p1·0-

posed substitute. 
In the late spring of 1 46 a constitutional co11,,.entio11 met 

in Io,va Cit to draft a second constitution fo1-- submission 
to Cong·1 .. ess. This constitt1tion tipulated in section t,,.,o of 
a1 .. ticle ten that not only should tl1e p1·oceeds cleri,,.ed f1·om 
the sale of pl1blic lancls g·1·anted exp1·es ly by Co11g1·ess for 
tl1e support of common schools be de, ... oted to that purpose, 
but also that the five hundred thousand acre g·rant of Sep
tembe1' 4, 1 41, and '' such per cent. as may be g·ra11tecl bJ'" 

3 5 Un ited S tates Statutes at Large 742, 743. 

4 5 United States Statutes at Large 7 9, 790. • 
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011g1·ess on the ale of lands in thi ta te, sl1all be and 
1·emain a pe1·petual fund, . . . . inviolably approp1·i
a tecl to the support of common school th1·ougl1011t the 
State.'' 5 By '' such per cent'' ,,ra plainl}T m eant the five 
})e1· cent which ong·1·e hacl previousl}.,. <li1·ectecl l1oulcl be 
used for the building of road ancl ca11als. Co11g·1·e , b an 
a.ct appro,Tec1 on Decembe1 .. 2 , 1 46, 1111conclitionall T ac
cepted the p1--opo ed con titution, includi11g· thi ection 1·el
ati,,.e to school lancl .6 The infe1--ence ,\·a plai11 that Co11-
g1·ess b)r sucl1 action had sanctionecl tl1e pro, ... isio11 f 01· the 
s11ppo1·t of schools althoug·h it ,va clirectl:}r at ,·a1·ia11ce ,, it h 
the J)1·evious uppleme11tal act of 1Ia1·cl1 3, 1 45. 

S11ch at lea t ,,,.as the ,rie,v taken b }r the Ge11e1·al .1\.s. embl~T 
of Io,,,.a, ,vhich on F ebruary 25, 1 47, t,,ro months a fte1 .. t l1e 
aclmission of Io,va into the nion, p a ed a11 act ,,rhich 
pro,1icled that it should be the c111t~r of tl1e Sta te upe1·in
te11de11t of Public Instruction to 1·ec i,,.e the :fi,.,e per ce11t 
f 11ncl acc1·uing to the tate of I o,,,.a f1·om the sale of public 
la11f1 ,, .. ithin the limit of the ta te.7 Accordi11g·l).,. this of
ficial - 1\1:r. Thomas H. B e11t o11, Jr., - appliecl to tl1e p1·op
er U11ited tates officer fo1.. the fu11cl th0n clt1e. T he 
ap11lication "\\,.as deniecl, the denial being~ based upo11 the 
claim that this fund could only be paid f or the co11 t1·uction 
of r oads a11d canals a s directecl b tl1e supplemental act of 
1\farch 3, 1845.8 

'l
1
l1is denial, ho,vever, did not cause the General Assembly 

of I o,,,.a to a ssume an attitude differ ent f1·om that expressed 
i11 the State Constitution. Instead, it passed an act, ap
p1·0,red on January 15, 1 49, ,,rhicl1, while accepting· the 

5 
The I owa State Constitution of 1846, Article X, Section 2; Journal of the 

Io1Da Constitutional Convention, 1846, p. xv . 
6 9 Unzted States Statutes at L arge 117. 
1 Laws of 101.va, 1846-1847, p . 163. 
8 Report of tlie Superintendent of P ublic I nstruct1on, 1850, p. 36. 
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Cong1 .. essional proposals of March 3, 1 45, did so with a 
1 .. eservation that the five per cent of the net proceeds of 
public land sales should be applied to the support of com
mon schools and not to the building of roads and canals.9 

Later, through the influence of the I owa delegation in Con
gress, that body passed a declaratory act assenting to such 
an application of what had now become kno\vn as ''the 
:five per cent fund'' .10 Thus was laid the basis of the pe1 .. -
manent support fund of the common schools of Iowa. 

Provision for the receipt and disposal of the fund was 
later embodied in the Code of 1851. The fund was to be 
paid into the hands of the tate uperintendent of Public 
In truction and by him '' disposed of according to la,v' '. 
It was to be apportioned to the va1 .. ious organized counties 
by this official in much the same manner as it is at the 
p1 .. esent time. This was to be done early enough in the year 
that it might be transmitted to the school fund commission
ers ancl b3r them apportioned to the respective districts 
annually upon the first day of March.11 

Owing to the rapid settlement of Iowa the sales of public 
lands inc1 .. eased at a rapid pace du1 .. ing the ea1 .. ly fifties, 
thus causing this pa1,.tic1-1lar fund to increase by leaps and 
bounds from year to yea1... The fund being payable to the 
State Superintendent of Public Instruction, it would seem 
that the office was becoming one of very great financial 
responsibility, demanding for its occupant a person of con
side1·able business acumen. Such was the 1 .. apidly inc1 .. eas
i11g· jmportance of the office ,vhen the campaign for nomi
nation and election to :fill the approaching vacancy in the 
office of Superintendent opened in January, 1854.12 

9 Laws of Iowa, 1847-1848, pp. 121, 122. 

1 0 9 United States Statutes at Large 349. 

11 Code of 1851, Secs. 1056, 1080, 1098. 
12 Owing to the election of the Superintendent on the first Monday in April, 

the nominating convention 1Yas customarily held some time during January. 
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Under the operation of the existing~ statutory la,v and the 
Code of 1851 the office of tate uperintendent of Public 
I11stI'l1ction ,vas filled by a supposedly non-partisan tri
en11ial election, held upon the first J\1:onday in April. 13 Thi 
macle necessa1'y a nomination and p1--eelection campaign 
cl11ring· the winter. Although it had been sol1ght to divorce 
the office from partisan politics the attempt had failed, the 
campaign having developed as much partisan bitterness as 
the regular election later in the yea1". 

Pursuant to a call, a Democratic tate Con,rention met at 
Io,,-a City on January 9, 1 54, to place in nomination a 
candidate fo1" t1perintendent of Public In t1·t1ctio11. Iuch 
inter .. est unexpectedly developed in this office as an oppor
tunitJ·· f 01-- party p1--eferment. As a result five names ,vere 
pr'esented to the convention for its con icleration and ulti
mate choice. Among these names ,,Tas that of Dr'. James D. 
Eaclc:; of Fort J\fadison. o choice was made t1pon the first 
ballot, but the second I"esulted in giving Dr. Eads more than 
the necessa1 .. y majoi--ity.14 Thereupon he ,,Tas declared th 
party nominee. 

Tl1e Whigs at thei1" convention failec1 to place a candidate 
i11 the field, since no man could be indt1ced to accept the 
nomination. Sho1--tly thereafter the Rev. I saac I. Stewa1"t 
of l\1t. Pleasant announced himself as an independent candi
clate. To him "\\7 as thrown the suppo1·t not only of the 
'\\TJ1igs but of the temperance faction as "\\"ell.15 The latter 
"

1as now developing· considerable political streng·th and ,vas 
pa1·ticula1·ly vehement in its opposition to the Democ1--atic 
nominee. 

The p1--eelection campaign was characte1--ized by no small 
13 Code of 1851, Sec. 1076. 
14 

Upon the second ballot Dr. Eads r eceived 102 votes out of a total of 195.
The TVeekly Miners' Express (Dubuque), Vol. XIII, .l o. 18, January 18, 1854. 

15
The 1Veekly Miners ' Express (Dubuque), Vol. XIII, No. 18, January 1, 

1854. 
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amount of pe1'sonal abuse of the candidates by the partisan 
pre . Rev. I aac I . tewart was branded by the Demo
cratic press as unfit for the office, since his work had been 
la1·g·ely that of a mini ter of the gospel.16 His ability and 
integ·1·ity seemed to be other,,rise unjmpeachable. The 
\Vhig· pre 1'ejoined that this could not be a vulnerable 
point ince the Democrac 's candidate, Dr. Eads, had fol
lo,ved the same calling for a time.17 

The Democratic p1'ess lauded Eads as a man '' amply 
quali:fiecl'' for the position by reason of '' his scientific en
do,vments' ', ''his moral rectitude as a man'', ''his ability, 
fluency, and refinement as a speaker'', and his possessing 
' in a rare deg1--ee'' the ability to g·uard '' well the :finances 
of the chool Fund''.1 Upon the other hand, the Whig 
press assailed him as '' the mo t unsuitable man in the 
ranks of Democ1--acy for the position'', ''one of the most 
reckless men that has ever been thrust before the people of 
Io"Ta as a candidate for a public office'', one who would 
'make his office subser ient to party and personal inter

ests'', 19 a man wholly ,vithout culture and '' g·rossly de
:ficie11t in the kno,vledge of his mothe1-- tongue' ',20 and who 
was an agg·ravated violato1' of the law, giving aid to the 
rumseller in his nef a1--ious wo1'k, and, worst of all, was l1im
self a di--unkard.21 

10 The Muscatin e J ournal, ol. V, No. 41, 1:farch 10, 1 54; and The Weekly 
Mtn ers' Express (Dubuque), Vol. XIII, o. 29, April 5, 1 54. 

11 Dr. Eads had at one time been a minister in the Campbellite or Christian 
Church. See The Des Moines Courier (Ottumwa), Vol. VI, r:ro. 11, March 23, 
1 54; TJ1,e Fa irfield Ledger, Vol. IV, .r o. 4, January 12, 1 54; and The Mus
catine Journal, Vol. V, o. 44, March 31, 1 54. 

1a The Weelrly Miners' Express (Dubuque), Vol. XIII, No. 27, March 22, 
1854. 

19 The Fairfield Ledger, Vol. IV, No. 14, March 23, 1854. 

20 TJie Daily Gate City (Keokuk), Vol. III, o. 33, April 9, 1856; and The 
Washington Press (Washington, Iowa), Vol. I, o. 11, April 9, 1856. 

21 The Fairfield Ledger, Vol. IV, o. 14, J\1arch 23, 1854. 
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De pite the shafts of sar casm, ridicl1le, and denunciation 
llurlecl at him by the 1Vhig pre s of the tate, the official 
election returns, certified by the Board of tate anvasser , 
i11clicated that D1·. Ead had been elected b a safe majority 
of 3,931 votes over the Rev. I saac I. te,vart.22 Dr. Eads 
and his pa1--tisan supporters accepted this la1·g·e majority a 
a11 exp1--ession of full confidence in him elf and in his abilit., 
a11d fitness for the office. 

For nearly a year follo,ving hi induction into office all 
appa1--ently ,v-ent well with Dr. Ead in the discharg·e of his 
official duties. Then t1--ouble beg·an to loom up. The 1·apicl 
settlement of I owa ancl the consequent hea \7}'" ales of the 
pt1blic lands p1--oduced an unforeseen inc1·ease in the 1·e-
ceipts from the :five pe1-- cent fund.23 t the time of it 
creation the office of tate uperintendent had 11ot bee11 
thoug·ht of a one likely to be g1·eatly bu1--den d ,vith either· 
the care of public mone s or the ale of public lancls.24 

Possibly thinking that no g·reat :fi11ancial responsibility 
,,rould rest upon this official his bond had been fixed at 011ly 
t\\Tenty-:five thousand dollars.25 

I11 August, 1 55, Governor Grimes ~ras officially informed 
that the sum of $226, 73. 6 lay in the nitec1 States Treas
u1·y a"\\raiting· the 01--de1-- of the properly certified State of
fice1·.26 This ,vas the :five per cent due the tate upon the 

22 
The returns upon the election as certified by the State Board of Canvassers 

were: James D. Eads, 17,393; Isaac I. Ste"~art, 13,462; George Shedd, 71; 
scattering, 53; total vote, 30,979.- Department of Public Archives, Des n,Ioines, 
Iowa. 

23 
The receipts in this fund for the sale of lands in 1 53 were $54,341.59. In 

1854 they had increased to $226,873.86. 
24 

11essage of Governor Grimes to special session of the Fifth General s
sembly, .July 3, 1856.- Shambaugh 's M essages and Proclaniations of tlie Gov
ernors of Iowa, Vol. II, p. 20. 

2
:; Code of 1851, Sec. 1077. 

20 
Letter of Governor Grimes to the President of the Senate, December 11, 

1856.-A.ppendix to House Journal, 1 56-1857, p. 704. 
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sale of public lands from January 1 to December 31, 1 54. 
pon eptember 1 th the Governor notified Superintendent 

Eads of this fact, mentioni11g also that he would expect him 
to furnish a new bond in the sum of $250,000 by November 
1, 1 55.27 Dr. Eads by letter r eplied that the new bond 
would be furnished by the time specified. It was not fur
nished, however, until December 1 , 1 55. Thereupon Dr. 
Eads was given a certificate enabling him to draw the 
money from the nited tates Treasury. 

The tate laws, as interpreted by the Governor, required 
that the :five per cent fund should be apportioned to the 
county school fund commissioners on the twenty-fifth day 
of J anua1--y in each year.28 From reports received by Gov
ernor Grimes such an apportionment of the part of the fund 
in question had not been made as late as March 26, 1 56. 
The Go,rernor therefore ,vrote to Dr. Eads inquiring why 
the apportionment had not been made in accordance with 
the law, adding that the tate "\\rould suffer great loss if this 
money were permitted to lie unproductive until the ensuing 
twenty-fifth of January. 

The dilatoI'Y handling of the school fund upon the part of 
the State Superintendent caused Governor Grimes in his 
message to the special session of the General Assembly on 
July 3, 1856, to recommend that the State Superintendent 
of Pl1blic Instruction be at once divested '' of all control 
over and 1 .. esponsibility for the school money and school 
lands'', adding that it ''was designed that he should have 
charge of the instruction of the State and not of the money 
of the State.'' 20 

27 As to the authority of the Governor to require such a bond consult the 
Code of 1851, Sec. 418; and Laws of loiva, 1854, p. 158. 

2s Code of 1851, Sec. 1080. 
2 9 Governor Grimes in his special session message of July 3, 1856.- Shan1-

baugh 's Messages an.d Proclamations of the Governors of Iowa, Vol. II, p. 20. 
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Following~ the consideration of the Governor's message 
Senator Hamilton on July 7th offered a resolution calling 
upon the State Superintendent for accurate and detailed 
information as to what disposition he had made of the five 
per cent fund supposedly received by him and apparently 
not apportioned.30 This resolution ,vas complied " rith on 
July 11th by a special report from uperintendent Eads.31 

According· to this report Superintendent Eads had re
cei,ted in January, 1 55, the sum of $54,341.59, due on the 
five per cent fund for 1 53. This ,vas apportioned to the 
several fund commissioners on the first of Ma1 .. ch there
after, but had not all been claimed. Later, the unclaimed 
portion had been loaned by him and secured by mortgage 
on real estate as required by law. 

In 1farch, 1 56, he had received from the g·ene1 .. al go,7'ern
ment the sum of $226, 00. 6. Of this amount he had loaned 
to individuals on real estate secu1'"ity a total of $ 4,300, and 
hacl transmitted to school fund commissioners a total of 
$92,500, leaving a balance on hand of $50,450. 6, according 
to his repoi .. t .32 He had from time to time made deposits 
totalling $50,000 with banking fi1 .. ms of Io,va City, further 
sums aggregating $35,000 had been deposited ,vith Fort 
1fadison bankers, and an additional amount of $50,000 ,vith 
the State Treasurer - M. L. l\,forris. This latter alleged 
deposit was at once emphatically denied by Treasurer 
1forris as ever having been made.33 

30 Senate Journal (Special Session), 1856, p. 21; The Daily Capitol R eporter 
(Io,va City), Vol. I, No. 108, July 7, 1856. 

31 Senate Journal (Special Session), 1856, Appendix, pp. 1- 18. 
32 The amount loaned to individuals, transmitted to fund commissioners, and 

reu1aining on hand as a balance, totals - according to Dr. Eads 's r eport -
$227,250.86. He had received $226,800.-86, thus showing an unaccounted for 
discrepancy of $450. 

33 Treasurer Morris's letter of denial, to be found in the Senate Journal 
(Special Session), 1856, p. 65, is as follows: 

'' S,r - By a report of the Superintendent of Public Instruction, made to the 
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,¥hen called to account by the Senate in the same reso
lution as to the source of his authority to loan any of the 
fund, Eads cited in defense the provision of the Code which 
stated that the upe1~intendent of Public Instruction should 
dispose of said fund '' according to law''. Since the law 
provided that the fund should be loaned he had done so 
with a portion. To substantiate his position he appealec1 
to the Attorney General, who informed him that the ''law 
r eq1.1i1--es the school fund to be loaned. This :five per cent. 
fund being a part of the school fund, i s to be disposed of 
according to law; and as the law places it in the hands of 
the uperintendent, he is the per son to loan it.'' 34 This 
he considered as fully sustaining· him in his contention of 
a legal rig·ht to lend the fund. To further justify his action 
he maintained that it was far less expensi,Te for the tate 

uperintendent to loan the fund and collect the ,inter est 
ther eon than it would be to have it done by a large n11mber 
of fund commissioner s who ,vould later have to r eport their 
actions back to the State Superintendent for approval and 
possible r e-adjustment. 35 

Upon motion, the communication of the Superintendent 
was r eferred to the enate Committee on Ways and 11eans. 
Mr. Preston, chai1--man of this committee, r eported on the 
same day, July 11th, a r esolution which ,vas adopted, call
ing upon the Superintendent fo1-- detailed information con
cerning the loans made by him from school moneys - to 

Senate, it appears that said officer has deposited $50,000 with t he State Treas
urer . Now all I have to say in answer to the above allegation, is, that no such 
deposit has been made in this office during my administration. 

Yours, truly, 
M. L. M ORRIS, 

State Treasurer. '' 
- Senate J ournal (Special Session), 1856, p. 65. 

34 The Report of the Superintendent of Public I nstruction, 1856, p. 17. The 
letter of Attorney General D. C. Cloud is here given in full. 

35 Senate J ournal (Special Session) , 1856, App endix, p. 3. 
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whom made, for what security, the rate of interest, the 
te1·m of each loan, as ,vell as the time and terms of each 
bank deposit, etc.36 

This resolution was superseded by the adoption of an
other upon the following day. This latter resolution, intro
duced by Mr. Hamilton, provided fo1-- an investigation by 
the Committee on Ways ancl Means of ''the books, accounts, 
, .. ouchers, securities, and moneys, in the office of the uper
intendent of Public Instruction, and of the tate Treas-
11rer' ',37 and fo1 .. a report of its findino·s to tl1e Senate. 

Upon July 14th, while the committee ,,Ta conducting tl1e 
investig·ation preparato1·y to the issuance of it r eport, 
11r. Coolbaugh introduced a bill for bidding· the furtl1er 
loaning of the school funds by the tate upe1·intendent of 
Public Insti--uction.38 The measure passed both houses on 
the same day and on J11ly 15th was presented to and ap
proved by the Governor. An act the pu1·pose of ,vhicl1 was 
to prevent the uperintenclent from acqui1 .. ing any more 
school moneys was passed later, but for some r ea on dicl 
not reach the Governor and hence failed to become a law. 
Thus did the General Assembly seek to safeg·ua1·d the school 
fund of the State from further mismanagement. 

Coincidental with the app1 .. oval by Governor Grimes of 
the bill forbidding further loans, the Committee on Ways 
and 11eans repo1 .. ted to the Senate the 1·esult of its investi
g·ation. 39 This report was filed only after a '' ca1 .. eful ex
amination'' had been made of the papers, books, and 
\-ouchers of the offices investigated. 

The report was published as an appendix to the Senate 
Journal for the special session and occupies nea1 .. ly nine 

36 Senate Journal (Special Session), 1856, pp. 56, 59. 

37 Senate Journal (Special Session), 1856, p. 66. 
88 Senate Journal (Special Session), 1856, pp. 82, •83, 84; and Laws of Iowa 

(Special Session), 1856, p. 95. 
30 Senate Journal (Special Session), 1856, p. 85. 
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printed pages setting forth in some detail the purported 
loans, deposits, and apportionments of school fund money 
made by the uperintendent.40 The finding·s of the com
mittee may be summarized as follows : 

1st. o deposit of $50,000 had been made \\rith the State 
T1·easu1--er as stated by the upe1 .. intendent in his special 
1--epo1·t of July llth.41 

2nd. The upe1--intendent recei,,.ed from the general gov
ernment in January, 1 55, as the proceeds of public land 
sales for 1 53 the sum of $54,341.59. Of this sum $32,041.59 
had been appo1·tioned to tl1e various counties, according to 
the receipts of school fund commissioners on file in the 

uperintendent' office. Thi left as unaccounted f 01-- the 
sum of $22,300, ,~thich the uperintendent claimed had also 
been apportioned to counties but ''no vouchers or other 
evidence were sho,,,.n . . . . that such s11m s had been 
paid over to the Fund Commissioners in the counties 
named. '' 42 

3rd. Superintendent Eads also r eceived on l\1arch 10, 
1 56, the sum of $226, 00. 7 43 as the proceeds of land sales 
in 1 54. From this amount there had been paid to fund 
commissioner s a total of only $15,500 as shown by proper 
voucher s on file in the office of the Superintendent. 44 There 

40 R eport of the Committee of W ays and Means, in relation to t lie State 
Treasu,rer, and Superintendent of Public I nstruction in t he Senate J ournal 
(Special Session), 1856, Appendix, pp. 19-26. 

4 1 See sworn statement by Treasurer M. L. Morris in the S enate J ournal 
(Special Session), 1856, Append.ix, p. 26. 

42 Senate J ournal (Special Session), 1856, Appendix, pp. 20, 21. 
43 There seems to b e no concord of statement concernjng the exact amount 

received at this time from t he United States government . Each investigat ing 
agent seemed to accep t a different amount, and in f act t he sums as stated in 
different parts of this same report do not agr ee exactly with each other. 

44 Vouchers on file exhibited payments as having been ma de to county school 
fund commissioners as follows : D es Moines County, $5000 ; Wapello County, 
$5000; .Johnson County, $5000 ; Benton County, $500 ; t otal, $15,500.- Senate 
J ournal (Special Session), 1856, Appendix, p. 21. 
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l1ad been loaned to various individual on five years credit 
at ten per cent interest and purporti11g· to be secured by 
mo1·tg·ag·es on l"eal estate an aggreg·ate amount of $61,310, 
and the1·e was left in cash in the hands of the uperintend
ent the sum of $73,945. 1. Of this amount $32 525. 1 was 
on deposit in banks, while $41,420 ,~tas suppo edly in the 
possession of the Superintendent neither loaned, depo -
ited, nor appo1 .. tioned. This g·ave an agg·1·eg·ate amount ac
cot1ntecl for i11 a proper ma11ner of $150,755. 1, and left 
$76,044.75 45 unaccounted for by voucher . Of this sum the 
St1perintendent claimed to have sent to the Fund ommi -
sio11e1 .. s $72,000, but there ,vas no evidence to pro,.,r that he 
bad done so. 46 

Perhaps the further conclusions of the committee can be 
best and most clearly stated in its o,vn languag·e: 

Assuming that the statements made to you1 .. committee by tl1e 
Superintendent . . . . are true. it evince a carelessness on 
his part in the discharge of the duties pertaining to his office, ,,.,hich 
Jrour committee feel it their duty to 1--eprehend in the strongest 
manner . . . . and indicates in their opinion an unfitness on 
his part to manage so large a fund, that must seem appa1 .. ent to all. 

Your committee also feel it their duty to call the attention of the 
Senate to . . . . the assumption of authority by that officer, 
• . . . in the absence of any positive enactment of la\v, in the 
loaning out, on a long c1 .. edit, and with a recklessness in respect to 
security, ,vhich no private individual ,vould for a moment tolerate, 
a large portion of the fund arising from . . . . the proceeds 
of the sales of the public lands. If it was the duty of that officer to 
apportion the amount of the fund in January, 1855, "~hen it 
amounted to only $54)341.59, as he seems to have ackno,vledged by 
his act in distributing it as he did on the 1st of l\Ia1 .. ch, 1855, your 
committee cannot conceive ,vhy he should not have considered [it] 
equally his duty to distribute the fund coming into his hands in 
J\farch, 1856, when it amounted to $226,800.56.47 

45 
This amount should properly be $76,045.06. 

46 
Senate Journal (Special Session), 1856, Appendix, p. 23. 

47 
Senate J ournal (Special Session), 1856, Appendix, pp. 23, 24. 
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Mo1--eover, the dist1--ibution of the fund by the upe1--in
tendent ,vas palpabl)r unequal as shown by his own reports. 
This in itself seemed to the committee to r eflect seriously 
upon his ho11esty in the management of the fund. Of the 
$54,341.59 supposedly apportioned by him on i1arch 25, 
1 55, the s11m of $20,700.59 was sent to Lee County alone, 
acco1·ding to his o,vn verbal statement, ,vhile to Dubuque 
and Des Moines counties ,vent only $2,000 each, '' and more 
than half of the organized counties of the tate did not re
ceive any.'' The same thing happenecl to the fund recei,Ted 
on 1\1arch 10, 1 56 - $226, 00. 6. Of this sum '' the Super
intendent claims to ha,,.e distributed some $92,500 among 
thirteen different counties, thoug·h your committee . . . . 
found vouchers for only $15,500 so apportioned, but of the 
sum claimed to have been distributed by him, Lee Co11nt}T is 
again made to receive $30,000 while Dubuque, Mahaska and 
otl1e1-- populous counties received nothing.'' 4 The com-
mittee further said : 

So flagrant a violation of fairness and equality in the apportion
ment of the chool fund . . . . demonstrates . . . . the 
utter incapacity of the present Superintendent of Public Instruc
tion to manage the School fund. . . . 

Your co1nmittee would therefore recommend that the law author
izing the Superintendent to receive the fund no,v due tl1e State 
from tl1e General Government, accruing on the sales of tl1e proceeds 
of the public lands £01· the fiscal year, ending June 30, 1856, be 
repealed.49 

This report indicates that of $2 1,142.45 of the fi,,.e pe1~ 
cent f11nd recei,:red by upe1--intenclent Eads fully $9 ,344.75 
vtas u11accounted for by proper vouchers of any kind, the 
only evidence of its distribution being the verbal assurance 
of the Superintendent himself. At the same time, a repo1--t 
so adve1--se to Dr. Eads can not be charged to party enmity 

4 8 S enate Journal (Special Session), 1856, Appendix, pp. 24, 25. 

49 S enate Journal (Special Session), 1856, Appendix, p. 25. 
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since the committee was '' composed of both political 
pa1'ties'' and made '' a unanimous and decided 1--epo1--t' ',50 

011e '' ,vhich demon t1--ated the mo t careless and 1--eckle s 
management that could ,vell be conceived. '' 51 

A a matter of course Eads dicl not permit a report of this 
natu1'e to be g·iven publicit without it being challenged; 
fo1· on July 29, 1 56, he i ued from 1Vest Point, Io,va, a 
statement entitled-'' A CARD -To the Public' '.5 2 In this 
'' ca1·cl '' he prote ted that all moneys loane 1 by him w I'e on 
1·eal estate ecurit , the property in all case being· wortl1 
f1·om fifty to five hundred per cent more than the 1noney 
loanecl. Furthermore, in all ca es of doubtful value 01· title 
tl1e land ,vas fir t duly apprai ed or the title examined 
l)ef ore the loan ,v ... as made upon it; and loan ,,re1·e macle 011ly 

to tl1e ,rery best men in the tate belonging· to both political 
parties. 

oncerning the charg·e that no provi ion of la,v autl101·
ized him to loan the school fund, he r ejoined that he '' had 
take11 the opinion of the best leg·al g·entlemen of tl1e tate, 
,\

1itl1 that of the Attorney General of the tate, all of ,,Thom 
agreed that the upe1--intendent of Public Inst1·uction ,,.,as 
tl1e only person who had any right to loan this particula1' 
f u11tl . . . . If I have secu1'ed the money loaned, . . 
• . a above ref e1--red to, the fu11d is safe, an(l the people 
not ,,-1·onged' ', adding· that he '' had not loaned one cent of 
tl1e pulJlic funds'' in his o,vn name. 

The committee report ,vas recei ed and read, but no cor
rective legislative action was taken ina much as the only 
reco1nmenclation of the ccmmittee looking towa1--d such an 
e11cl l1ad al1"eady been enacted into law by the General As-

r.o The Washington Press (Washington, Iowa), Vol. I , o. 17, August 13, 
1856. 

51 
The Des Moines Valley Whig (Keokuk), Vol. X, o. 48, J uly 30, 1856. 

5 2 
This ''card'' was published in full in Tlie Daily Gapztol R eporter ( Iowa 

C'ity), Vol. I , To. 133, August 15, 1856. 
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sembly in an act directing that the Superintendent should 
no longer be the receiver of school moneys. Through fail
ure to reach the Governor, however, this act had, as noted, 
failed to become a la,v.5 3 

All might no,v have gone well with Superintendent Eads 
if his non-compliance ,vith certain la,vs of the special ses
sion had not pr .. ecipitated a second conflict with Governor 
G1·imes. Eads in submitting his biennial report to the 

ixth General ssembly on December 1, 1 56, saw fit to 
attack the official conduct of the Governor.54 The direct 
cause of the unhappy misunderstanding ,vas a joint resolu
tion passed at the special session of the Fifth General As
sembly and approved by the Governor on July 15, 1 56.55 

This resolution authorized the borrowing of one hundred 
thousand dolla1·s by the tate f1 .. om the school fund and 
appointed the Governor as the agent for that purpose. 

Governor Grimes at once asked for the full amount of the 
loan, but received only forty thousand dollars of that 
amount. Upon October 26th he by letter requested Eads to 
pay over to him the remainder - sixty thousand dollars -
in orde1' to meet an unlooked for exig·ency. To this request 
Go··"'"ernor' G1 .. imes stated that he ne,ter received a reply, 
verbal or ,vritten. 56 

Dr. Eads received word in the late fall of 1 56 that 
$185,000 was then in Washington awaiting· delivery to the 
properly certified State office1'.57 According to his report 

53 This bill was Senate File o. 32.- S enat e J ournal (Special Session) , 1856, 

pp. ·86, 89. 
54 R eport of t he Superintendent of Public I nstruction, 1856, pp. 18, 19. 

5 5 L aws of I owa (Special Session), 1856, p. 100, J oint Resolution .r o. 9. 

56 H ouse J ournal, 1856- 1857, ppendix, pp. 708, 709; and R eport of the 
Superin,tendent of P u,blic I nstruction, 1856, p. 49. 

57 The correct amount awaiting a properly cer tified call was $185,785.32.
Shambaugh 's M essages and Proclamations of t he Governors of Io 1va, Vol. II, 
p. 29 ; and The W as7iingt on, Press (Washington, Iowa) , Vol. I , o. 32, De· 
cember 10, 1856. 
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he, out of respect to the Go,rerno1 .. , asked for the latter's 
ceI·tificate permitting him to draw the fund. The Gove1·nor 
replied that he ,\rould issue the certificate if Dr. Eads wo1.1ld 
file an additional bond in the penal sum of $200,000. Such 
a bond was secured and personally presented to the Gov
ernor' in Burlington. Yet, said Eads, the Go ernor refused 
the certificate unless the uperintendent ,vould pledge the 
pa3'IDent to him of sixty thousand dollars from the amount 
to be received and ag1"ee to hold the remainder subject to 
the action of the General Assembly at the approaching· reg
ula1' session. These conditions were thought by Eads to be 
un1·easonable, and hence were refused by him, wherel1pon 
the Governo1 .. declined to give the certificate desi1--ed. 58 In 
1"'eferring· to this episode Eads said : 

Tl1us terminated the interviel"l. By the hind1·ance and improper 
interference of the Executive Depa1--tment with the duties assigned 
to the uperintendent, the School Fund of the State is no,v daily 
suffering loss at the rate of eighteen thousand five hundred dollars 
per annum in inter est, or over one thousand five hundred dollars 
per month! Whether this ,vas the r esult of a corrupt combination 
on the pa1--t of the Governor and others desjring to obtain the con
trol and use of this fund for personal aggrandizement is for the 
General Assembly to determine by investigation, or pass over i1i 

sila,ice. 59 

On account of this a1--raig·nment of the Go,Te1"'no1-- the Sen
ate, on December 10th, passed a resoll1tion calli11g upon that 
officer for a statement of his transactions ,vith the Super
i11tendent of Public I nstruction. 60 To this the Gove1--no1 .. 
1·eplied on the f ollo,ving day in a message not only incor
porating all his correspo!ldence with the Superintendent 
touching~ upon the point at iss1.1e, but explaining in some 
detail ,vhat had actuated him in the course pur .. sued. 61 

58 Report of tlie Superintendent of Public Iristruction, 1856, p. 18. 
59 Report of t}ie Superintendent of P ublic I nstruction, 1856, pp. 18, 19. 
60 Senate Jo1.trnal, 1856-1857, pp. 60, 64. 
61 

House Journal, 1856-1857, Appendix, pp. 704-713, especially pp. 709, 710. 



l 

22.;.J IOWA JOUR AL OF HISTORY AND POLITICS 

Governor Grimes came directly to the point by stating 
that upe1·intendent Eads had called upon him in Burling
ton but, he said, it '' is ,vholly untrue that he asked for a 
certificate . . . . It is equally untrue that I informed 
him that if he ,·vould file an additional bond acceptable to 
me, to the amount of $200,000 or to any other amount, that 
I ,vould so ce1·tify. '' 

The Gove1·no1-- as directl3r a11d more caustically added 
concerni11g· the tender of a bond made at the time of this 
call b).,. Dr. Eads that it '' is unqualifiedly false that I de
clared that the bond was acceptable to me . . . . I at 
once objected to it and 1 .. efused to approve it. . . . o 
all11 ion ,,ras made to the sixty thou and dollars except that 
. . . . I put to him the question ,,Thy he had not paid 
to me that amount or ans,ver~ed my letter.'' 

The 1·easons for refusal to accept the bond as stated bJ·· 
the Go,Te1·no1 .. to Eads at the time of refusal and later re
peated in his special message to the enate were: (1) The 
General Assembly had indicated a desire that the upe1"in
tendent be g·iven the custody of no more public moneys. 
(2) The Superintendent had failed to p1"operly distribute 
the five per cent fund. (3) He had loaned the fund as he 
saw fit and \\rithout authority of law. ( 4) The Governor" 
kne,v that the last report of the Supe1--intendent to the legis
lature concerning the apportionment and distribution of the 
fund to the county school fund commissioners was false. 
(5) The Superintendent had violated the law enacted to 
prevent the loaning of the school fund by that official.62 

02 '' According to the report of the comn1ittee on Ways and ireans, of the 
Senate, submitted at the extra session, there had then been loaned to in<li
viduals, $61,310.00; according to the Superintendent's recent report there has 
therefore, since that time been loaned by him, to individt1als, $91,030.00, and 
in direct contravention of the law aforesaid.''- L etter of Governor Grimes to 
the President of the Senate, December 11, 1·856, in H ouse Journal, 1857, Ap
pendix, pp. 709-713. 
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The Governor's regular biennial message of December 
2nd and the special mes age of December 11th ,vere pro
ducti,Te of a larg·e amount of legislation touching upon the 
receipt and management of the school funds, mo tly cor
recti,,.e in aim. These measures may be summa1 .. ized as 
follows : 

(1) The upe1·intendent ,va relie,red of the co11t1--ol of 
chool moneys and school lands.63 (2) All school funds 

,,·ere hereafter to be paid to the ta te Treasu1--er. 64 ( 3) 
Provision was made for the selection of a joint committee 
of members f1--om both houses to investigate and I'eport 
particula1--ly concerning· the loans made by the St1per·in
tendent from the school fund . 6~ ( 4) James D. Eads ,vas 
specifically required by name to pay o,Te1.. to the State 
Treasurer all chool '' monies no,v in his hands, ,vhich may 
l1ave been, or which hall be paid to him'' by scl1ool funcl 
commissioners. 66 

( 5) The tto1--ne General ,vas directed 
to investigate violations of ection 261 of the Cocle by any 
officer entrusted with school fund manag·ement and, if such 
violations ,vere found, to institute proceeding·s in the man-
11er prescribed by law. 67 (6) Provision was made fo1 .. the 
appointment by the Governor' of an agent or ag·ents '' to in
,restig·ate the character and a,Tailabilit)T of all pretended 
loans of school money made by the superintendent of public 
instruction''. 68 

The next move upon the part of Governor Grimes was 
63 Laws of Iowa, 1856-1857, pp. 1, 297. 
64 La1vs of Iowa, 1856-1 57, pp. 5, 8, 297. 
65 The members of this committee upon the part of the Senate were Senators 

Coolbaugh, Saunclers, and Trimble. Upon the part of the House they were 
Representatives Cloud, Hardie of Dubuque, Davis, Van Valkenburg, and Kirk
patrick.- S enate Journal, l 56-1857, p. 90; and House J ournal, 1856-1857, p. 
101. 

66 Laws of Iowa, 1856-1 57, p. 297. 
67 Laws of Iowa, 1856-1857, p. 463. 
68 Laios of Iowa, 1856-1857, pp. 243, 244. 
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quite as startling to the people at large as to Eads himself. 
Ala1--med at developments in the conduct of the uperin
t endent, Joseph Va11 Valkenb11rg, one of the sureties, on 
J anua1")1" l-.1, 1 57, p etitioned the Gove1'1no1" to be released 
from furthe1-- liability on Eads 's bond. G!> In accordance with 
certain p1--ovisions of law 1Ir. Van Valkenburg petitioned 
that Eads be summoned to appear before the Governor and 
sho,v cause ,,rhy he should not be required to furnish new 
security upon his official bond and release the petitioner 
f1--om liability thereon. 

Eads was so notified but failed to appear. Upon the con
clusion of the hea1"ing it was ordered that he furnish a new 
bond to be filed fo1' approval on or before January 26, 1 57. 
This he also failed t o do. 70 '' By his non-compliance with 
the order, D1". Eads ceased under the law to be a public of
ficer of the tate. '' 7 1 Ther eupon, on F ebruary 5th, Go,7

-

e1'nor Grimes appointed Dr. J. C. tone of Iowa City as 
upe1'intendent to fill the vacancy thus created.7 2 D1'. 

Eads, ho"'\\"'ever, r efused to sur1"ender the office and for some 

Go The r easons stated by Mr . Van Valkenburg f or requesting his release "·ere· 
(1) Dr. Eads had loaned the school fund without t he security required by la,,; 
(2) he had loaned money of the school fund contrary to law ; (3) he had loaned 
school fund money 1Yhich the legislature bad pr ohibited him to loan; and ( 4) 
he bad acted in violation of the law governing his duty as Superintendent of 
Public Instruction.- P etition in the Department of Public Archives, Des 
Moines, I owa; and Mu,scatine Daily J ournal, Vol. II, 1 o. 1 9, March 20, 1 57. 

10 Governor Grimes bad notified Dr. E ads t o f urnish an additional bond of 
$50,000. Dr . Eads in his letter addressed '' To the P eople of I owa ' ' writes 
that '' after consultation with my f riends, I determined not t o give any such 
bond, as all agreed that it was unreasonable and exorbitant, from the f act that 
he bad before demanded and received f rom me, bonds t o t he amount of THREE 

HUNDRED THOUSAND DOLLARS.''-T7ie I owa Dernocratic En.qu,irer (11uscatine), 
Vol. IX, No. 35, April 2, 1857 ; and Tlie Daily Express and H erald (Dubuque), 
April 28, 1857. 

11 The Muscatine Daily J ournal, Vol. II, N o. 189, March 20, 1857. 

72 The I owa Democratic Enquirer (Muscatine), Vol. IX, No. 35, April 2, 
1 57; The Daily Express and H erald (Dubuque), April 2 , 1 57; and T he l ou·a 
City R epublican, February 5, 1857. 
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11nexplained reason was able to maintain his official position 
u11til the end of the term for ,vhich he was elected.73 

At the sugg·estio11 of f1·iends, on March 7, 1 57, Eads is
sued a defensi,,,e tatement throug·h the public press.74 H e 
bitterly attacked Go,.rernor Grimes for r equi1·ing· the ne,v 
bond, accusing· him of plotting to obtain a uperiutendent 
,\·ho ,vould be the pliant tool of the Governor so '' that tl1ey 
[the Go,Te1~no1" and his political as ociates] may complete 
tl1e ,,..,.ork al1--eac1 beg·un, cover up their iniquit).,., ancl get 
possession of the school lands r emaining yet unsold. . . . 7 5 

I shall not permit or r ecog·nize his [D1'. tone ' ] autho1·it) .. , 
as his appointment i made without authority of Ja,v. ''7G 

, ,rith this public statement the unhappy incic1e11t of the 
re1noval came to a close. 

By ,rirtue of '' An Act concerning school monies,'' ap
p1·oved on J anuar.. 2 , 1 57, Governor Grimes appoint d 
1\1r. J. lvI. Beck of Fort l\1adison, Iowa, as tate ag·ent '' to 
i11vestig·ate the character and availability of all p1--etended 

11 Report of the Superintenclent of P ublic I nstruction, I 57, p. 30; Tlie Iou1a 
Dc,nocratic Enquirer ciruscatine), Vol. IX, To. 35, April 2, 1 57; and The 
Da1ly Express alld H erald (Dubuque), Apr il 28, I 57. 

14 
The I ou;a Democratic Enquirer (Muscatine), Vol. IX, o. 35, April 2, 

185i; and The Daily Express and H erald (Dubuque), April 28, 1857 
7

:; Dr. Eads wrote concerning Governor Grimes and his associates that '' HaY• 
ing seen the hand-writing on the ,vall, of a fast coming verclict of popt1lar con
<1en1nation upon their high handed acts of usurpation, f raud, and robbery of the 
School funds ; and being well con~inced that the next Superintendent elect will 
be a democrat, 1vhile t heir po\"\-er is passing a\vay, and the people are beco1ning 
aroused to their villainy, that horde of bloated vampires ,, ho have been fatten
ing upon the spoils of the t reasury are exceeilingly anxious to get the office out 
of my hancls f or one of their pliant tools''.- TJie I owa Deniocrat1c Enquirer 
(riluscatine), Vol. I X, o. 35, April 2, 1857; and The Daily Express and 
Herald (Dubuque), April 28, 1·857. 

76 
Dr. Eads also adds: ' ' 1 ot all the machinations of a corrupt partizan 

Executive, aided by all the polit ical legerdemain, and intricate n1achinery of 
party drill, shall drive me f rom my post of duty.''- The I owa Democratic En
quirer (Muscatine), Vol. I X, o. 35, Ap ril 2, 1 57 ; and T lie Daily Express and 
Herald (Dubuque), April 2 , 1857. 
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loans of school money made by the superintendent of pt1blic 
instruction''.77 nder the authority granted by this act 
11r. Beck made a tl1oroug·h investigation of all loans, trans
mitting· the re ults of his ,vork to Governor Grimes under 
date of o,Tembe1 .. 10, 1 57.78 

1fr. Beck fou11d that the tate Audito1" had in his posses
sion fifty-fo11r note ,vhich he had 1--eceived from Di--. Eacls 
as ha,ring been taken by him f 01-- loans of the five per cent 
fund. These notes amounted to $155 199.99 in the ag·gre
g·ate. Thi1--ty-eight ,,rere accompanied by mortgages as 
security. ixteen of the e mortgages, ele,Ten of ,vhich had 
not been recordecl, ,,Te1--e then in the hands of the tate Aucli
tor. ix of the remai11ing number ,,tere later received fr--om 
the Recor·der of Lee ounty, ten came fr"om the same official 
in Polk County, and th1--ee others were received from ,ra-

rious sources.79 

Eleven of the notes, amounting to $14,746.12 in the ag-
gregate, \\Tere taken by Eads for-- money loaned and pu1--
porting to be his o,,Tn individual funds . Eig·ht notes, 
amounting in all to $16,625, were given for prope1--ty pu1--
chased of Eads, ,,rhile one note for $20,000 ,vas executed b}" 
Eads for money ,vhich he borrowed f1 .. om the school fund 
himself. Of the fifty-four notes reported by Eads to ha,"e 
been taken by him fo1' loans of the school fund only t,venty
nine we1--e g·iven by real bor1·owers of that fund. Seven 

1 7 '' SEC. 2. It shall be the duty of such agent or agents as the Governor may 
direct to investigate the character and availability of all pretended loans of 
school money made by the superintendent of public instruction, and the Yalue 
and kind of securities given for such loans, to obtain further ancl additional 
security thereon when and where deemed necessary, to institute suits for the 
recovery of the money as having been obtained without authority of law, when 
such security is declined or refused, and to do such further acts as may be 
deemed necessary to secure the safety of the common school fund.''- Laws of 
Iowa, 1856-1857, p. 244. 

1 s Report of J . M. Beel~, A.gent for Investigating the Disposition of the 
School Fund During t1te .Adrnin1stration of Jam es D. Eads, 1857. 

19 Report of J. M. Beck, p. 3. 
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notes, amounting to $1 ,16 . 7, which had been given for 
ft1nd loa11s had no security ,vhatever nor could 111--. Beck 
obtain any; while eight notes amounting to $33,625, ,vere 
securec1 to the amount of $:...1,970, thus entailing a possible 
loss of $11,655, in addition to those notes ha,ring· no security 
at all. 0 

'' By selling property on time and taking· notes the ref 01·, 

and loaning· money at a usuriou 1·ate'', Dr. Eads realized a 
total gain of $9,455 on pu1--ported loans amounti11g· to 
$16, 75. By receiving· notes i ued fo1 .. the latter amount h 
,,,.as able to take $9,455 in ca h from the scl1ool funcl a11d 
thereby balance his account by reporti11g aid notes as loa11s 
macle by him. In addition he had collected inte1"est to the 
amount of $1,1 9. 3, ,vhich he had not accou11tecl fo1... dcl
ing· his $20,000 note, the inte1"e t item of $1,1 9. 3, ancl hi 
gain of $9,455 by speculating in property ,vith school fund 
money, it may be seen that he ,,,..as enjoyi11g the use and 
benefit of $30,644. 3 of school fund mo11e}Ts.81 

Fo1" convenience in recapitulation 1Ir. B ck divided the 
fifty-fou1-- notes into the follo,ving· g·roups or classes: 

1st. otes issued to J\1r. Eads by in,re tors or borro,vers 
fo1" ,,,.hat they believed were his o,vn personal funds - not 
school funds - including· notes purchased or cliscounted by 
Eacls.82 This g·roup contained seve11teen notes g·i,:ren for an 
ag·g·reg·ate amount of $34,375. Of this amount $20,500 ,vas 
co11sidered good - $16,000 being· satisfactorily securecl and 
$4,500 collectible. This ,vould indicate a net loss of $13, 75 
on this class of notes.83 

80 Report of J. M. B eck, p. 20. 
81 Report of J. M. B eck, p. 21. 
82 Report of J. M. B eck, pp. 21, 22. 
83 

Not one of these notes '' is of such a character as would authorize its being 
accepted as a loan of the School Fund. Every one of them was a private Note 
of Mr. Eads, obtained for money loaned, on property sold, and hanc1ed over to 
the State as loans of the School Fund.' '- Report of J. M. Beck, p. 22. 
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2nd. otes g·iven f 01-- bona :fide loans of the school fund. 
In tl1is cla s the1 .. e ,vere t,,-renty-nine notes amounting to 
$99,57 . 7. Of this amount $11,31 . 7 ,vas neither collect-

ible nor sufficiently secured.84 

3r 1. The note executed by Eads himself for money 
loaned to him elf. Thi note ,vas given for $20,000 and was 
secured b3r a mortgage on p1·operty valued at $11,000, ,vhich 
um, ho,, ... ever, could not possibly be 1--ealized f1--om the prop

ert}r. '' He app1·op1--iates to his o,vn u e $20,000; calls it a 
loan to him elf, and hands ove1-- as vouchers there£ or a l. ote 
igned by himself, and secured by mortgage on prope1·ty 

,vor·th about half the amount!' ' 85 The interest, amounting· 
to several hundred dollars, had never been paid upon this 
note by Dr. Eads. Jvf 1·. Beck therefore considered this note 

°' 

as evidence of defalcation to the amount of $20,000. 
O,ving to the chaotic condition of affairs in i11·. Eads 's 

office and the absence of any records, at least any that were 
,,Torthy co11cer11ing his transactions with the :five per cent 
funcl, Mr. Beck ,vas unable to submit any cle:finite statement 
relating to that officer's shortage. Below are set forth three 
diffe1--ent means of determining the shor"tage, as indicated 
by Mr. Beck, each producing a different amount as a result. 
The variation is due to differences of opinion as to what 
constit11ted defalcation upon the part of a public officer. 

First, recapitulating the losses to the fund in accordance 
,vith the statements given abo, ... e : 

Loss and deficiency upon notes of the :first class ..... $13,875.00 
Loss and deficiency upon notes of the second class ... $11,318.87 
Loss on third class - ~Ir. Eads 's note ............. $20,000.00 
Interest collected and not accounted for ........... $ 1,209.93 

84 Report of J. M. Beck·, pp. 21, 23, 24. 

8:i Report of J. M. Beck, p. 24. 

8G Report of J . M. Beck, p. 25. 

$46,403.80 86 

• 
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Tl1is, ho\,rever, is below the t1--ue estimate and is the most 
fa·vo1'able sho,;\ti11g· \\Thich can be made for Dr. Eads. 

Seconc1, a t1--t1ei-· statement of tl1e condition of his affairs 
,,1oulcl be as follo,vs : 

Amount of l1is private and individual notes in second 
class - deducting the note of . B. Waite since 
paid .................. . .................... $33,47500 

Los upon notes of first class by rea on of no securit).r$11,31 . 7 
A1nount of third class - Eads 's o,vn note .......... $20,000.00 
Interest collected and not accounted for ........... $ 1,209 93 

$66,00:3.80Si 

Third, according to accounts 011 file i11 the office of the 
Superintendent of Public In trl1ction, Dr. Eac1 1·eceivecl a 
total of $2 1,042.44 of the fi,re per cent funcl clu1'i11g· l1is t e1--m 
of office. He also 1·ecei,Ted $1,209.93 a inte1·e t llpon the 
same. Thi \Voulc1 make a total 1 bit of $2 2,252.37 stancl
ing· against him. Balanced ag·ainst this is a total creclit i11 
11is favor of $217,101.59, com po eel of the f ollo,,ring· items : 

Amount distributed to counties .... .. ........... $ 87,841.59 
Amount loaned the State ....................... $ 40,000.00 
A1nount of bona fide loans - deducting $11,318. 7 

as not secured .............................. $ 88,260.00 
Amount r eceived fro1n . B. Waite' note ........ $ 1,000.00 

$217,101.59 
87 Re1Jort of J. M. B eclt, pp. 25, 26. An error in the addition of the surns has 

been corrected. 

Th1s estimate ,Yas based wholly upon notes ancl securities in the hands of 
:i'.lr. Beck and '' not upon the a1nount of money which nir. Eads received ancl 
disbursed. The sum he received may be easily ascertained, but it '\\Oulcl be a 
difficult, if not an impossible task to ascertain tl1e an1ount he disbursed. His 
reports clo not agree with each other; his ,Toucbers do not agree ,vith l1is report, 
and in several cases, the books and statements of officers receiving rnoney fron1 
him contradict both his vouchers and reports.''- Report of J. M. BecX, p. 26. 

88 Report of J. M. B eck, p. 28. 
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To recapitulate: 
Debit, 

redit, 

$282,252.37 
217,101.59 

Deficit, $ 65,150.78 89 

In reply to a letter of inquiry addressed to him by l\1r. 
Beck, the Compt1"'olle1~ of the United States Treasury re
ported that a total of $2 1,315.45 of five pe1-- cent funds had 
been paid to the tate of Io,va du1~ing Dr. Eads 's term of 
office. Io,\~a tate officers charged ag·ainst Eads for the 
same fund and the same pe1--iod a total of $2 1,042.44 - a 
difference of $273.01.90 The report of the Comptroller is 
presumed to ha,re been correct. Hence, the sum of $273.01 
should be added to the deficit indicated above - $65,150.78 
- to secure the total deficit, ,,Thich then would be $65,423.79. 
This latter total 1\11--. Beck concluded to be the true amount 
of the deficit in the accounts of Dr. Eads and the sum for 
\\7 hich his bondsmen should be held liable. 

Soon after the tra11smission of this report by the Go,r
ernor the e,Tenth General Assembly passed an act, ap
proved on Ma1·ch 15, 1 5 , authorizing the Governor to 
appoint '' a ommissione1-- to settle with the sureties of 
J. D. Eads, late upe1 .. intendent of Public Instruction. '' 91 

In compliance with this act, Governor Lo,ve appointed 
Robe1--t A. Russell of Fort Madison, Io,va, to effect such a 
settlement, using Beck's I"'eport as a basis.92 

Immediately upon the receipt of his commission 1\1r. 
Russell notified the sureties upon the three Eads bonds that 
he \i\TOl1ld meet them at his office in For .. t Madison on June 1, 
1 5 , for the pu1"pose of reaching a settlement on the terms 

s9 R eport of J. M. B eck, pp. 2 , 29. 

90 R eport of J. M. B eck, p. 29. 

01 La ws of I owa, 1 58, p. 92. 

02 Th e I oiva W eeli ly Cit izen (Des :Moines), Vol. IV, No. 48, January 11, 1 60. 
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contemplated by the la,v. Sufficient time ,vas permitted by 
the notice for the most distant surety to be present on the 
da)r appointed. ot one ans,\Tered the notice, however, and 
onlJ" t,vo came to make inquiries.9 3 onsequently no settle
ment could be made. 

It would seem that this failu1·e to appear and attempt a 
settlement upon the pa1·t of the u1·eties ,vas due to their 
objection to making a settlement , ith the Beck repo1·t as a 
basis. This report ,,Ta objected to for the follo,\ring rea
sons : 

1. It was based upon evidence obtainecl f1·om every 
sou1·ce but the p1--ope1-- one - Di--. Eads himself.94 

2. The st1reties ''know nothing· about my acco1.,1nts ,,J'itl1 
the State.' ' 95 

3. If all the pape1--s had been left in Di--. Eads 's ha11ds he 
could ha,re settled the matter satisfactoi'ily.96 

4. The deficiency in accounts \\Yas onlJr apparent.97 

5. Dr. Eads had al\,Tays been ready and ,villing to settle, 
but hac1 had no oppo1·tunity to do so. 98 

6. The Beck report ,vas 'a one-sided pa;·tizan co,ice1·1i'', 
93 Report of Coni,nissioner Robert A. Russell, June 4, 1 5 , in Department of 

Public Archives, Des Moines, lo1'·a . 
04 Letter from Dr. Eads to Governor R. P. Lo1''e, ,June 26, 1858, 1n Depart

ment of Public Archives, Des :Th-foines, Iowa. 
05 

'' It would be impossible for then1 to know what ,, as rLght and Just until a 
final settlement was first made with me.''- Letter frorn Dr. Eads to Governor 
R. P. Lowe, June 26, 185 , in Department of Public rchives, Des Moines, 
Iowa. 

96 By this act of taking away his papers '' the State assumed the responsi
bility of collecting then1 herself . . . . they as un1ecl the o" nersh1p an<l 
entire control of the whole matter.''- Letter frorn Dr. Eads to Comrnissioner 
Robert A. Russell, June 24, 1858, in Departn1ent of Public Archives, Des 
1vioines, Iowa. 

u
7 Letter from Dr. Eads to Governor R. P. Lo'\Ve, June 26, 1858, in Depart

inent of Public Archives, Des 11oines, Iowa. 
98 Letters from Dr. Eads to Governor R. P. Lo'1·e, June 26, 1 5 , and July 9, 

1858, and to Commissioner Robert A. Russell, June 24, 1 5 , in Department of 
Public Archives, Des lv1oines, I owa. 
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the I'esult of prejudice ; and '' it does not embrace all the 
business ,,Thich I had ,\11tl1 the tate as uperintendent. '' 99 

Commissioner Russell was impressed with the belief that 
Dr. Ead and his sureties '""ere simply taking up time in an 
effort to def er a settlement upon any basis. He expressed 
the belief that if a11 adju tment wer e effected at all it would 
have to be accomplish eel as the outcome of a la ,,,.suit.100 

Furthermo1·e, he pointed out that whatever course should 
be determinecl upon ot1ght to be attended to p1'omptly, since 
the su1--eties ,~lho 'are ,,Tor'th anything at all, . . 
will be endeavoring· to put their property out of 

hands. '' 10 1 

• • 

thei1' 

Dr. Eads r e ented the attempt upon the part of the tate 
to neg·otiate a settlement ,,Tith his sureties, chiefly upon the 
alleged g1'ouncls that instead of his o,,,.ing· the tate some 
sixty-five thousand dollar as indicated by the Beck r eport, 
the State ,vas really indebted to him in a sum equalling 
nea1--ly t,,Tent. -se,1 en thou and dolla1--s. In support of this 
contention he submitted the follo,ving ab tract of his ac
counts as t1perintendent of Public l11struction, insisting· 
that he hacl in his po session vouche1-- from the proper of
ficer s ,vhich ,vould bear out his claims : 

James D. E ads Sup. of Pub. Inst. 
To the 5 p er cent Fund Dr 

January 1855, To Amt Recd . .. .. .... $ 54 441.59 
To Amt Recd .... .... . $226 73.86 

$2 1,315.45 

00 L etter from Dr. Eads to Governor R . P . L o" e, J uly 9, 185 , in Depar tment 
of P ublie Archives, Des Moines, I owa. 

100 Letter f rom Comn1issioner Robert A. Russell to Governor R . P . L owe, 
J uly 16, 1858, in Department of P ublie Archives, Des 11:oines, I owa. 

101 Letter from Commissioner R obert A. Russell to Governor R . P . L o,ve, 
June 4, 185 , in Department of P ublic Archives, Des Moines, I o,va . 

• 
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r. 
BJ1 Amt paid Auditor of tate and chool Fund 

Commissione1·s as ho\\Tn by the Report of Ir. 
Beck and the Report of the Auditor to the late 
Legislature .................................. $242,541.49 

By arnount paid chool Fund ommissione1·s and 
otl1e1 .. Officers authorized by la lV to r eceive it; and 
tl1at reported by the Auditor for ,,·hich I l1old 
\.,.. ouchers .................................... $ 

B)r Amt loaned Gove1--nor Grime for 11 e of the tate 
BJT Amt., cha1--ged for receiving from the . . 

Treasury $2 1,315.45 and delivering the same at 
lo\ra ity ................................. .. $ 

Bj' Arnount paid for Postage and Extra lerk Hi1·e $ 

21,000.00 
40,000.00 

4.2 1.61 
39400 

$308,217.07 
Arnt Brot do,,rn. . . . . . . . . . . . . . . . . . . . . . . $28] ,315 45 

Bal. due me ............................ $ 26. 902.6210 2 

.1.\.ttorney General Rice, in complianc ,,,,ith a joint re olu
tion passed b}T the ixth GeneI·al A ssembl),. approved on 
J a11l1a1')" 2 , 1 57,103 had i11 the meantime p1·es nted Dr. 
Eads to the Johnson County g,1 .. and ju1--y at Io,,Ta it. upon 
tl1e c1'iminal charg·e of embezzleme11t.104 The evidence upon 
,,rhich the cha1--g·e " ras based 1·equired several cla}TS f 01' ade-

102 This statement of Dr. Eads 's account "'·ith the State concerning the five 
per cent fund is incorporated in t"'·o letters - one to Governor R. P. Lowe 
\vritten by Dr. Eads himself and a second to Go,Ternor R. P. Lo,"e written by 
Commissioner Robert A. Russell, the latter including a copy of the abstract of 
account. The statement of account contained in the for1ner of the t'\'\·o letters 
has been taken as the more reliable since i t is the work of Dr. Eads himself. 
'£here is a disagreement between the two abstracts of approximately $1246. 

'' No person "~ho was acquainted with the Dr. 's circun1stances when be took 
charge of the School Fund can be made to believe that he had $27,000 to ad
Yance to the interest of the School Fund.''- Letter from Commissioner Robert 
A. Russell to Governor R. P. Lo\\'e, July 16, 185<3, in Department of Public 
Archr\ es, Des Ioines, Iowa. 

103 /Jail's of Ioiva, 1856-1857, p. 463. 
104 

The Washington Press (Washington, Io"·a), Vol. III, No. 22, October 13, 
1858. 
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qt1ate presentation to the jury. The jury, ho,vever, refused 
to 1·eturn a true bill against Dr. Eads.105 Later, a ci,ril suit 
for the recovery of some $71, 0.97 ,vas instituted by the 
same official against Di--. Eads and his sureties, but was post
poned from time to time owing to the efforts being made by 

ommissione1 .. Russell to settle matters in some satisfactorv ., 

manner.106 pon Ir. Rice's retirement from office the 
civil suit ,vas not continued b).,. his successor ancl was finally 
struck from the docket.10 7 

The Eads defalcation seems to have been the paramount 
topic of discu sion at this time. 1Vhile Commissioner Rus
sell ,\.,.as endeavoring to effect a settlement and Attorney 
General Rice \'.t{as eekir1g the indictment of Di--. Eads for 
embezzlement, a third investigation of Eads 's affairs 
was being· carried 011 uncle1· the autho1 .. ity of the Gene1·al 
A sembly of lo"\\ ... a. This inquiry ,l{as conducted by a board 
of three commi sione1--s, appointed by Go,Ternor Lowe, who 
1--epo1·ted the results of their work to the Governor on June 
1, 1 5 _ 108 

Little additional information was disclosed in this repor"t 
o,1ling· to the fact that the two preceding investig·ations ancl 

105 The grand jury stood eleven to one in favor of r eturning a true bill 
again t Dr. Eads.-The Was]ungton Press (Washington, I owa), Vol. III, Xo. 
22, October 13, 1858. 

106 The Washlngton Press (Washington, Iowa), Vol. III, No. 22, October 13, 
1858. 

10 7 Attorney General Rice was accused of being dilatory in the prosecution 
of Dr. Eads. In defense of what he had done he published a letter in the 
Davenport Gazette in ,Yhich he stated that '' There has never been a time that 
suit could have been instituted under the policy adopted by the General As· 
sembly- and the policy was . . . . considered to have been the only one 
that could have resulted successfully in securing this fund.'' 

This policy of the General Assembly was that of attempting collection with· 
out recourse to the courts. 

10s The commissioners appointed by Governor Lowe were Messrs. John A. 
Kasson, J. ~I. Griffiths, and Thomas Seeley. They ,vere appointed by Yirtue of 
an act of the Seventh General Assembly, approved on March 23, 1 5 . For 
this act see the Laws of I owa, 1858, pp. 410-412. 

• 
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reports had been quite thoroug·h and because, also, of the 
'' utter confusion'' existing in the business of the office 
<lu1'ing Dr. Eads 's administi--ation.109 

t1ch irreconcilable statements and so many erasures and 
alte1--ations we1--e found in the book kept by DI·. Eads that the 
commis ioners were forced to the conclusion that the book 
,vas entirely un1·eliable as a I'ecord. In no case clid the 
1·eco1'ds f ounc1 in this book ag·ree "'Tith his published 1'epo1'ts. 
Despairi11g of reaching any tang·ible result, o,ving to this 
condition, without '' an investigation very mt1ch extended, 
a11d o, ... er a g·ood pa1--t of the ta te' ', the commissio11e1's 
aclopted in the main the facts which had previously bee11 
1'epo1·ted by 11r. Beck . 

.As a c1--iterion upon which to base a conclu 'ion as to the 
amount of the defalcation, the commission 1·s adopted the 
follo,,Ting· 1--ules of procedur--e : (1) They charg·ed Di--. Eacls 
,,ritl1 the \1{hole amount 1·ecei,,,ed f1·om the 11ited States by 
him. (2) They credited him ,vitl1 '' all bona ficle loans from 
tl1is fund, made to pa1·tie as sitcli with the highe t c1eg·r e 
of prudence ancl care in the inve tments and securities''. 
( 3) Tl1ey clid 11ot crec1it him ''for loans made to pa1·ties as 
fro J>l lz is oii·n f 'lfnds, the sec111--i ties 1--unning· to tl1e i11cli vic1 ual, 
not to the officer'' .110 

Proceeding upon this basis they submittecl the f ollo,ving 
statement of tl1e accounts of Dr. Eacls v{ith tl1e five per cent 
funcl: 

100 Report of the State Commissioners on tlie .Aff azrs of the Superintendent 
of Public I nstruction, p. 9, in Legzslative Docu,ments, 1859-1 60. H ereafter 
"'hen referring to this document it "·ill be cited as E eport of tlie State Coni
m1ss1oncrs, 1858. 

110 Report of tlie State Com1nissioners, 1-858, pp. 9-11. 
'l'be Commissioners ,,ould not recommend crediting Dr. Eads with the loans 

as n1ade '' unless the State chooses to accept these, and cliscbarge him pro tan to. 
The evidence of investment carrying no notice of its public character, an(l being 
un<lerstood by at least one of the parties, as a priv·ate loan, the act would show 
pri,na f acie, a conversion of the public money t o that extent.'' 
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Dr. 
There ,, as paid to hi111 in fact, a follo,vs: 
Dec. 15, 1 54, (per certificate . . omp-

troller, ) ................ ........... $ 54,441.59 
January 2, 1 36, (per certificate U. S. 

01nptroller, ) ...................... $226,873.86 

r. 
Distributed to counties, as p er -vouchers, 

( except Davi co11nty, ,,,.hich received 
5,000, more tl1an voucher calls for) 

some of ,Yhich are dol1bte<l,. . . . . . . . . . . 92,341.59 
Loaned tl1e tate, July 15, 1 56, ........ $ 40,000.00 
Bona fide Scl1ool Fund loans sati factorily 

secured, a reported by ::.\Ir. Beck, ex-
cepting therefrom his o. 45, as not ,·vell 
secured. . ....................... ... $ 77,330.00 

Leaving not sati factorily accol1nted for .. 
For ,vhich add inter est paid to l1im on al-

leged school loans and retained ....... . 

2 1,315.45 

$209,671.59 
$ 71,643.86 

$ 1,237.11 

Thus making total apparent deficit. . . . . . $ 72,880.97 
Subject to a dedl1ction of Waite's note, since paid, ($1,000, ) and 
,vhatever may be realized from the collaterals held by the State.111 

The concl11 ions of thi repo1·t ·vle1--e accepted as final i11 

fixing· the amou11t of the lefalcation. Hence£ 01--th, all action 
taken ,,ras base l upon the amount of the final deficit afte1" · 
declt1cting \Vaite 's note, as g·iven above - $71, 0.97. 

In concluding· their 1·eport the commissioners recom
mended four fo1·ms of reco11rse, two of \vhich "'TeI·e later 
attempted, namel)"", the bring·ing· of a suit ag·ainst Dr. Eacls 
and his bondsmen, and a11 effo1·t to adjust the ,vhole matte1· 
by mutual ag·reement throug·h 1·efer·ees. either pla11 

111 Report of the State Coni1nissioners, 1 5 , pp. 10, 11. 

• 

p 

I 

• 



THE DEFALCATION OF JA~IES D. EADS 237 
• 

p1·0, .. ed successful in accompli hing the end sought. The 
co1r~liction of the inve tigator was quite uccinctly tated 
i11 tl1e belief that '' The1--e i no information, there a1--e 110 
facts 01' reco1"d , in any department 01" office of the tate 
(-10,-e1'11ment, that ,,-rill enable an}r office1-- to audit thi 
claim.'' 112 

Dl11·i11g hi official te1·m Di--. Ead had been requirecl to 
file three bonds for a total penal sum of th1·ee hund1·ecl 
thol1sancl dolla1' .113 Tl1i adclitional ecu1·itv hacl b en con-.. 
sicle1·ecl acl,:ri able an 1 11eces ary O\\Ting~ to tl1e 1·a1)icll)'"' in-
c1·easing :financial respon ibility attachecl to tl1e office. 

11c1e1-- the operation of the ocl e of 1851 tl1e su1·eties upon 
each of the e bonds 1·emained liable to the amo11nt of tl1e 
ecu1·it} ... subsc1 .. ibecl by them as if no ne,\T bo11cl l1acl been 

filec1; 114 that is, the ne,v boncl ha l bee11 merel;r the fili11g· of 
11e,,- a11d adclitio11al security and di l not suppla11t tl1ose p1·e
, .. iousl1r filed. 115 .. 

pon the publication of tl1e report of the commis ione1· , 
abo,1e me11tioned, a11 l it acceptance as a :fi11al stateme11t 
fixing· clefinitel}r the amount of tl1e Eacl cle:ficie11cy, attempts 
,,rc1·e made to have the sureties I"elieved f 1·om tl1ei1· lia bil-

11 '.? lleport of the State Comn11ss1011ers, I 5 , 1>p. 14-16. 
118 1'he first bond - drawn in the penal sun1 of twenty-fiye thot1san<l clollars 

- \Yas filed in the office of the ecretary of State on June 10, 1 54, ha,·1ng 
been approYed by Governor H empsteacl on June 7, 1 54. This bond was later 
<leclarecl invalid by the judge of the First Judicial District. 

The second bond was drawn for a similar amount, ,vas approYecl by Governor 
Grin1es on May 14, 1 55, and was filed with the Secretary of State on 1Iay 16, 
1855. 

The third boncl was approvecl by Governor Grimes on Decen1ber 18, 1855, and 
,vas filed ~·ith the Secretary of State on Dece1nber 21, 1 55. This bond was 
<lra\Yn in the penal sum of $250,000, and was subscribed to by fifty-one p ersons 
in addition to Eads as principal. These bonds may be found in the Department 
of Public ArchiYes, Des Moines, Iowa. 

114 
'' If such requisition be complied with both the old and new security 

shall be in force''.-Code of 1851, See. 420. 
115 As previously noted this ,vas not trt1e of the first bond ,vhich was later 

declared invalid. 

.. 
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it}r. 116 hief among the reasons cited in support of the con
tention that the should be relieved ,vas the claim that the 
signe1 .. s of the thi1--d bond were induced to subsc1 .. ibe upon the 
rep1--esentation that the paper was a Democ1 .. atic caucus 
call.117 Othe1-- pleas acl,.,ancetl ,vere that the sig·ners of the 
:fi.1· t bond had been 1·eleased f1,om their liability, 118 that en
fo1·cing the penalty ,vould inflict :financial rui11 upon the 
sureties, 110 and that as a me1 .. e matter of policy the bonds
men should be g·1·antetl 1 .. elea e. The latter plea was founded 
upon the contention that if relea e we1--e not g·ranted the 
whole German element of the tate would align itself 
again t the Republican ta te administra tion.120 

Petition 1 .. equesting release fo1-- the sureties were circu
lated among the Ge1·man people of the tate, open meetings 
,,Te1·e held, the public p1 .. ess - Ge1"man and non-Ge1--man -
became active, ,vhile the Go,Te1--nor and members of the leg·is
lature were besieged by letters of entreaty, all petitioning 
that 1--elease be g·1 .. anted. 1fessrs. Joseph Van Valkenbl1rg 
and A. T. ha ,v ,vere commi ioned by their fell ow sl1reties 
to go to Des J\f oines to present their case to the Governor 

116 The Weekly Ottumica Co1.trier, Jew Series, \ Tol. V, o. 4, F ebruary 2, 
1860; The Iowa WeeJ..ly Cttizen (Des 1\foines), Vol. IV, o. 50, January 25, 
1 60; The B1.trlington Free Press, January 14, 1 60; Senate Jo-urnal, l 60, pp. 
200, 201, 310, 311; and letters to Governor Kirkwood written by :\Iessr~. 
Benedict Hugel, A. J. Shaw, Ex-Governor R. P. Lo-n-e, Jonathan Jones, J. i\I. 

Beck, and J. R. Briggs, Jr., Associate Editor of the Daily Gate City, in De
partment of Public Archives, Des Moines, Iowa. 

111 Letter of Dr. A. J. Shaw to Governor Kirkwood, January 31, 1860, in 
Department of Public Archives, Des :Moines, Iowa; and The Burlington Free 
Press, January 14, 1860. 

11s Letter from Jonathan Jones to Governor Kirkwood, December 31, 1 60, in 
Department of Public Archi'r'es, Des Moines, Iowa. 

110 The I oiua Weekly Citizen (Des l\Ioines), Vol. IV, o. 50, January 26, 
1860; The Weekly Ott1tmwa Courier, .r ew Series, Vol. V, No. 4, February 2, 
1860; The Burlington Free Press, January 14, 1860. 

120 Twenty-two of the fifty-one signers of the third bond were Germans -
Letters from A. J. Shaw and Benedict Hugel to Go"'ernor Kirkwood, January 
30 and 31, 1860, in Department of Public Archives, Des Moines, Iowa. 
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a11d the leg·islatu1,e.121 Upon February 6, 1 60, Senator 
Ra11kin of Lee County '' p1,esented the petition of 1500 Ger
ma11 citizens of Iowa, prayi11g· for the 1·elease of tl1e sureties 
of Dr. Eads.'' Later, enato1 .. Rankin introduced a bill 
pro,?iding· for the submis ion of the que tion to a1'bitration 
01· 1·efe1--ence.122 The mea u1·e, ho,·v-e e1--, failed of pa ag·e. 

,1rhile the Eads suretie ,,.,ere u1·g·ing tl1eir cause before 
the leg·i latu1·e at Des 1oines, the tate, throug·h .1\.ttorney 
Gene1·al Rice ,vas p1·eparing· for t1--ial, before the Lee County 
Dist1·ict Court, a civil uit against the sig·11ers of the seconcl 
Eacls bond. Fea1·ing the outcome of the ~ uit if it ,,·e1·e t1·iecl 
lJefore a Lee County jui·y,123 Attorne General Rice t1pon 
behalf of the tate, in May, 1 60, accepted the p1·oposition 
of tl1e coun el for Eads and his sureties that the questions 
at issue be submitted to a 1·efe1·ence boa1--cl. composed of 
three Dist1'ict Judges constituting· a tribunal eq11al in au
thoritv to that of a court . ., 

Thereupon, on June 1, 1 60, an 01 .. der ,,.,.as enterec1 i11 the 
Lee County District Court by the p1·e iding J udg~e - Fran
cis pring·er - desig·nati11g Judges George G. W rig·ht, 
])avid . 1\Tilson, and "V\Tilliam G. Wood,,.,a1·d as 1·eferees to 
hear and dete1·mine the issues between the parties to the 
penc1ing suit. 124 Althoug·h the suit involved Dr. Eads and 
tl1e sig·ne1·s of the second bond alone as defendants, the is
sues presented ,vould, upon their determination affect also 
thr sur·eties upon the thi1·d bond. 

On August 24, 1 60, the refe1·ees met at Fort Madison 
IJu1·suant to '' previous notice given to all concerned. '' All 
parties interested " rere present by counsel, the State being 

121 Letter from Ex-GoYernor R. P. Lowe to Gov·ernor Kirkwood, January 30, 
1860, in Department of Public Archives, Des Moines, Iowa. 

122 Senate Journal, 1860, pp. 200, 201, 310, 311. 
123 Letters from Attorney General Rice to Go,~ernor Kirkwood, April 27, and 

June 4, 1860, in Department of Public Archives, Des Moines, Io\Ya. 
124 Report of B eferees, State of Iowa vs. James D. Eads, et al. 
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1--epresent ed by the tto1--ney Gene1--al and Attorne)T J. 11. 
Beck, Dr. Eads by J. . Goodrich, and the sureties by J. C. 
Hall, . F. Iiller, and D. F. Miller .120 

'' The Referees l1a,Ting heard the e,,.idence ancl the argu
ment of ouns 1, upo11 matu1"e consideration thereof'' ar-
1~i\,.ed '' at the follo, i11g conclu ions upon the propositions 
of La,v \\.,hich'' ,ve1·e '' macle the crite1--ion of the liability of 
the def enclants. '' 126 Tl1e e conclusions '' ma),. be thus . . 
. . briefl T st ated. The def en lants are liable for the ""hole 
of the mone3,.s I"eceived b3,. saicl Eads as uperintendent of 

125 Report of Referees, State of l olva vs. J ames D. Ead.s, et al. 

120 The follo"ing are the propositions of law - as stated by the referees 
thernselves - upon v. h1ch they based their conclusions: 

'' 1. That in strictness of Law, the uperintenclent was not authorized either 
to loan or to distribute the proceeds of the five per cent funcl, coming into his 
hands, but that it ,-vas his duty to hold them (laying the matter before the 
General Assen1bly) until some proYision of Law should be made in relation 
thereto. :reither Law nor Equity. however, "·ould hold him responsible on this 
account. . . . 

'' 2. That the claims ,Yhich passed to the Auditor of State under the Act of 
the General Assembly of 22d. Dec. 1856 (Stat. 1 57, ch. 10, Sec. 3, p. 8) were 
not taken & are not held, by the state as collateral security. 

'' 3. That the State, neither by its o"n action nor by that of its agents, is 
so far concluded. as to be held to have adopted all the above claims in payment 
or satisfaction of the liability of the said Eads. 

'' 4. That the evidence does not Sllstain the conclusion that in all instances, 
the School Funds 1' ere used in the purchase of the lands sold by said Eads, the 
Securities for which sales ""ere by them delivered to the State as & for evi
dences of investments of the School moneys. 

'' 5. That the pretended loan by the said Eads of the Twenty Thousan,1 
dollars to himself is clearly invalid & that he & his sureties are responsible 
therefor. 

'' 6. That the defendants are liable for these loans of the School Fund in 
which no security ,-vas taken, or 1'·here the security was so manifestly insuf
ficient as to indicate bad faith or an intentional violation of duty. 

'' 7. That the State in exoneration of the Sureties 1nay equitably be hel<l to 
accept those notes given for sale of Real Estate which are based on actual & 
valid transactions, when said Eads had title & which are reasonably secured 
and notes and mortgages may be presumed to be gi"'en for legitimate loans 
and in bona fide transactions & to be properly secured unless the contrary 1s 

made to appear.''- Report of Referees, State of l ou;a vs. J arnes D. Eads, et al. 
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P11blic Inst1--uction, subject to the follo,ving exceptions & 
decluctions. '' 

1st. The Amount dist1--ibuted to the County Fund Commission
ers. 

2d. The amount paid to the Governor, on the loan to the State, 
under the joint Resolution of July 15, 1856. 

3d. The sums purporting to be loaned & in relation to ,vhich no 
marks of bad faith appear. 121 

Uncler the rules above set forth the referees found, on 
J anua1 .. y 11, 1 61, that Eads had 1·eceived and ,vas account
able for the follo,ving· sums : 

Amount of the five per cent fund for 
the year 1853 by United States Treas-
erers War1 .. ant of 19 Dec. 1854 ...... $ 54,441.39 

For the same fund for the year 1 54 by 
,varrant of Jan. 7, 1856 ............ $226, 73. 6 

Interest received on several notes at 
divers times . . . . . . . . . . . . . . . . . . . . . 1,209.93 

l\1aking a total of. . . . . . . . . . . . . . . . . . . . $282,525.3 
And under the rules above named the 

Referees find that said Eads is to be 
allo,red the follo~·ing sums-
A1nount distributed to the School 

l~und Commissioners of di ve1~s 
Counties ...................... $ 91,541.59 

Amount paid the Governor on the 
loan of $100,000 called for by Reso-
lution of 15 July 1856, the sum of $ 40,000.00 

.i\.nd the sum of ................... $112,536.00 
being the amount of ''notes'' pur-
porting to be for money loaned by 
the Superintendent 

"\VI1ich leaves a balance against Eads of 
$244,077.59 
$ 38,447.79 

127 
Report of Referees, State of Iowa vs. J antes D. Eads, et al. 
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With interest at ten per cent from 1st 
Aug. 1856 to l0tl1 Oct. 1860 amount-
• 1ng to . . . . ..................... . 

Said Eads is not entitled to credit for 
notes amounting in the aggregate to 

$ 16,126.65 

$ 41,418.87 

Total balance against Eads. . . . . . . . . . . 95,993.31 128 

In co11cluding their repo1·t the r eferees recommended that 
the notes amounting in the aggregate to $41,41 . 7 ''be 
placed in the hands of a receiver to be prosecuted & that 
their proceeds be passed to the credit of the said su1·eties 
as far as tl1ey shall have paid the judgment rendered against 
themselves in this cause. '' 120 In keeping with this recom
mendation, Judge pringer on January 30, 1 61, appointed 
''Joshua Tracy district attorney for the :fi.1 .. st Judicial Dis
t1·ict, recei"\'"er to take charge of and collect the notes and 
mortgages \vhich the r efe1--ees ha,Te above recommended 
should be placed in the hands of a receiver.'' 130 

Being '' desirous of discharging his "Thole duty'' and not 
\vishing· it to be said afte1' the close of his term '' that other .. s 
ha"re had to attend to a portion of my duties'',131 Receive1· 
Tracy at once took steps looking towa1 .. d collection by means 
of f oreclosu1 .. e. At the expi1"ation of his te1--m of office in 
1 69 he repo1"ted that he had been able to collect by this 
means a total of $13,093.96. LateI·, on November 10, 1871, 
the1--e ,vas collected by process of execution on J. B. Dor'r et 

1 2s Report of Referees, State of Iowa vs. James D. Eads, et al. 
129 The notes for which Dr. Eads was not entitled to credit as designated by 

the referees "ere: R. W. Rothrock, $2000; L eech and McFarland, $3000; 
Boyles, Hugel and Stempel, $4000; A. T. Walling and Co., $2000; T. J. CaY
enor ( ?) , $7318.87; Thomas Snyder, $1500; E. W. Lake, $1000; Gilbert, Burns, 
1\IcBride and Paul, $600; James D. Eads, $20,000; total, $41,418.87.- Report of 
Referees, State of Ioiva vs. James D. Eads, et al. 

130 Order of Judge Francis Springer appointing Joshua Tracy as Recei,·er, 
January 30, 1861, in Department of Public Archives, Des Moines, Iowa. 

1 31 Letter from Attorney Tracy to Governor Kirkwood, January 14, 1861, in 
Department of Public Archives, Des Moines, Iowa. 
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al the sum of $2961.00.132 In addition to thi , Attorney 
Ge11e1'al Rice in his final repo1~t upon the Eads matte1· had 
i11clicated a collection of $55,000,133 th1-1 making, up to the 
}rea1· 1 72, a total 1·ealization of $71 054.96 by the tate upon 
the Eac1s loans, the greate1· portion of ,vl1ich had been col
lected by execution. 

In addition to the above amount in cash, the tate had 
taken approximatel ninety city lots and thi1·ty-five acres 
of city lands in the cities of Keokuk a11cl De l\foines, anc1 
1236.25 acres of land scatte1·ed th1·oug·h va1·iol1s co11nties of 
tl1e State.134 There is nothing in the archi,res of the State 
Auclitor 's office indicati11g that this r eal estate ,, as e,re1· 
1·ealized upon. Ho"\\re, .. e1·, if the tate 1·ealize<l propo1·tion
ately .. upon this ,vith other real estate sold uncle1· execution 
its sale should have netted approximately ten thousand 
c1ollars. This ,, .. ould bring the total net r ealization by the 
State on the Eads loans to about $ 1,034.96. 

IIo,,T nea1· this mig·ht have come to balancing the claims 
ag·ai11st Eads can not be ascertained ,vithout a computation 
of tl1e interest due upon the unpaid loans. o defi11ite in
fo1·mation enabling 011e to do this is no,v obtai11able. Pe1·
l1aps the most accurate approximation is that of a Report 
01i tlie L osses to tlie P errrianent Scliool F1i1icl, made by tate 
Auditor John A. Elliott on F eb1~ua1·y 24, 1 70, in 1--esponse 
to a resolutio11 of the tate enate.13 j His estimate of 
losses to that fund dt1e to the Eads loans and st1reties ,,Tas 
$140,131.54. This amount included both p1·incipal a11d in
terest due at the time and is pe1--haps a little high. 

13
.? Report of Receiver Tracy, in Lepartment of Public Archives, Des Moines, 

Iowa. 
133 

Letter from Attorney General Rice to Governor Kirkwood, Decen1ber 25, 
1860, in Department of Public Archives, Des Moines, Io,va. 

134 
Reports in Department of Public Archives, Des J\loines, Iowa. 

135 
Report of the Auditor of State on the Losses to tlie Per1nanerit Scliool 

Fund, p. 7, in Legislative Docurnents, 1870, Vol. II. 
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It will be noted that there is an apparently irreconcilable 
disagreement among the four reports considered above as 
to the amount of James D. Eads's defalcation. No two re
ports agree in fixing the same sum as the amount of the 
deficiency. The legislative ommittee on Ways and Means 
1·eported a shortage of $9 ,344.75, the report of Mr. Beck 
fixed the amount at $65,423.79, the report of the State com
mis ioners stated the deficiency as being $71,8 0.97, and the 
findings of the referees :fixecl his defalcation at $95,993.31. 

M1~. Beck's estimate is the most favorable to D1~. Eads. 
The report 1--endered by the Committee on Ways and Means 
differed f1 .. om that of fr. Beck in that certain notes rejected 
by the committee were accepted by Mr. Beck because of his 
having obtained new or sufficient security. Ag·ain, the re
po1 .. ts of the State commi sioners and Mr. Beck disag·ree, 
o,ving to the rejection by the fo1·mer of secu1 .. ity accepted by 
the latte1-y. The conclusion of the referees differs from the 
p1--eceding th1-yee, since in this 1 .. eport is incorporated a large 
interest total not found in any of the others. 

It ,,Till be 1 .. ecallecl that the 1--epo1--t of the State commis
sioners ,vas accepted by Governor Lowe and Attorney Gen
e1 .. al Rice as being· the most conclusive verdict upon the 
amount of the shortage. pon the report of these men the 
Attorney Gene1--al based his civil suit ag·ainst Eads and his 
sureties, and this contempora1·y view may be accepted as 
evidence of its accuracy and reliability. Mo1--eover, the in
vestigation leading· up to the report of the commissione1·s 
v.ras most thoroug·h, systematic, and extensive and it con
tained ·\'\rithin itself a critical summary and digest of its 
p1--edece sors. If, therefore, this report is accepted as 
autho1--itative the defalcation of James D. Eads will be fo1111cl 
to have been approximately $71, 0.97, not including ac
crue 1 inte1 .. est except as noted. 

. THOMAS TEAKLE 

D ES MOINES Io,v A 
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