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By an act of Congress approved on September 4, 1841,
there was set apart for ‘‘each new state that shall hereafter |
be admitted into the Union, . . . . five hundred thou- |
sand acres of land.”’ The funds derived from the sale of | |

= S Y

this immense area were to be applied, within the intent of
the act, to the construction of ‘“‘drainage systems, roads,
rallways, bridges, and canals.’’* This disposition of the
public lands was made by virtue of what is known in QOV- |
ernmental ethics as the right of primal ownership of the |
soil.

This doetrine was evidently ignored in an “‘ordinance’’
appended to the constitution for the proposed State of
lowa drafted in the fall of 1844. In this ordinance sev-
eral propositions were made to Congress relative to a
partial disposal of the public lands within Towa, which |
propositions should be binding upon the people of the State, |
providing they received the consent of Congress. Among
other things the ordinance proposed the setting apart by |
the United States of the sixteenth section of land or its |
équivalent in every township for school purposes, and that
five per cent of the net proceeds of all sales of public lands
lying within the proposed limits of Towa should be granted
to the State, the purpose for which such per centum was
to be used not being stated.?

[n an act of Congress approved on March 3, 1845, pro-
viding for the admission of Iowa and Florida, it was de- |

2 Journal of the Towa Constitutional Convention. 1844, p. 207. .’
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10 United States Statutes at Large 453-455. | E
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206 IOWA JOURNAL OF HISTORY AND POLITICS

clared that this ordinance was not to ‘‘be deemed or taken
to have any effect or validity, or to be recognized as 1n any
manner oblicatory upon the Government of the United
States.”’?

3y an act supplemental to the above and of the same date
Congress proposed a substitute for this ordinance and re-
quested its acceptance or rejection by the Iowa legislature.
This substitute approved the proposition of the rejected
ordinance relative to setting apart the sixteenth section or
its equivalent for the use and support of common schools.
Jut it definitely directed ‘‘that five per cent of the net
proceeds of sales of all public lands lying within the sald
State, which have been, or shall be sold by Congress, from
and after the admission of said State, . . . . shall be
appropriated for making public roads and canals within
the said State, as the legislature may direct.”” There was
also the further proviso that the ‘‘foregoing propositions
herein offered are on the condition that the legislature of
the said State, . . . . shall never interfere with the
primary disposal of the soil within the same by the United
States . . . . and that no tax shall be 1mposed on
lands the property of the United States.””* No action was
taken at this time by the Towa legislature upon this pro-
posed substitute.

In the late spring of 1846 a constitutional convention met
in Towa City to draft a second constitution for submission
to Congress. This constitution stipulated in section two of
article ten that not only should the proceeds derived from
the sale of public lands granted expressly by Congress for
the support of common schools be devoted to that purpose,
but also that the five hundred thousand acre grant of Sep-
tember 4, 1841, and ‘“such per cent. as may be granted by

3 5 United States Statutes at Large T42, T43.

4 5 United States Statutes at Large T89, T90.

B e 1]




THE DEFALCATION OF JAMES D. EADS 20°(

Congress on the sale of lands in this State, shall be and
remain a perpetual fund, . . . . inviolably appropri- |
ated to the support of common schools throuchout the
State.””® By ‘“‘such per cent’”’ was plainly meant the five |
per cent which Congress had previously directed shounld be

used for the building of roads and canals. Congress, by an

act approved on December 28, 1846, unconditionally ac-

cepted the proposed constitution, including this section rel-

ative to school lands.® The inference was plain that Con- |

gress by such action had sanctioned the provision for the

support ot schools although it was direetly at variance with

the previous supplemental act of March 3, 1845. |
Stuch at least was the view taken by the General Assembly

of hHYH!“TﬁCh{HlPHﬂHWHHj'25,1H47~TWH months after the r

admission of Towa into the Union. passed an act which | |
provided that it should be the duty of the State Superin- l
tendent of Public Instruction to receive the five per cent |
[und aceruing to the State of Towa from the sale of publie :
lands within the limits of the State.? Accordingly this of-
feial — Mr., Thomas H. Benton, Jl'.,*—il]lliliml to the Prop-
er United States officer for the fund then due. The
application was denied, the denial being based upon the
claim that this fund could only be paid for the construction L
of roads and canals as directed by the supplemental act of
March 3, 18458

This denial, however, did not cause the General Assembly
of Towa to assume an attitude different from that expressed r
in the State Constitution. Instead, it passed an act, ap- ‘
proved on January 15, 1849, which, while acecepting the | '

5 The Towa State Constitution of 1846, Article X, Section 2: Journal of the i
lowa Constitutional Convention, 1846, p. xv. | I'
89 United States Statutes at Large 117. :
" Laws of Iowa, 1846—1847. p. 163. ’

S Beport of the Superintendent of Public Instruction, 1850, p. 20.
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208 IOWA JOURNAL OF HISTORY AND POLITICS

(longressional proposals of March 3, 1845, did so with a
reservation 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.’
Later, through the influence of the Iowa delegation in Con-
oress, that body passed a declaratory act assenting to such
an application of what had now become known as ‘‘the
five per cent fund’’.*® Thus was laid the basis ot the per-
manent support fund of the common schools of lowa.
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 State Superintendent of Public
Instruetion and by him ‘‘disposed of according to law’.
It was to be apportioned to the various organized counties
by this official in much the same manner as it is at the
present time. This was to be done early enough 1n the year
that it mieht be transmitted to the school fund commission-
ers and by them apportioned to the respective districts

annually upon the first day of March.™

Owing to the rapid settlement of Towa the sales of public
lands increased at a rapid pace during the early fifties,
thus causing this particular fund to increase by leaps and
bounds from year to year. 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-
siderable business acumen. Such was the rapidly inereas-
ing importance of the office when the campaign for nomi-
nation and election to fill the approaching vacancy in the
office of Superintendent opened in January, 1804.%"

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

10 9 United States Statutes at Large 349.

11 Code of 1851, Seecs. 1056, 1080, 1098,

12 Owing to the election of the Superintendent on the first Monday in April,

the nominating convention was customarily held some time during January.
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THE DEFALCATION OF JAMES D. EADS 209

Under the operation of the existing statutory law and the
Code of 1851 the office of State Superintendent of Public
Instruction was filled by a supposedly non-partisan tri-
ennial election, held upon the first Monday in April.2® This
made necessary a nomination and preélection ampalgn
during the winter. Although it had been sought to divorece
the office from partisan polities the attempt had failed, the
campaign having developed as much partisan bitterness as
the regular election later in the year.

Pursuant to a call, a Democratic State Convention met at
lowa City on January 9, 1854, to place in nomination 2
candidate for Superintendent of Public Instruction. Much
interest unexpectedly developed in this office as an OpPPOI-
tunity for party preferment. As a result five names were
presented to the convention for its consideration and ulti-
mate choice. Among these names was that of Dr. James D.
Fads of Fort Madison. No choice was made upon the first
ballot, but the second resulted in g1ving Dr. Eads more than
the necessary majority. Thereupon he was declared the
party nominee,

The Whigs at their convention failed to place a candidate
In the field, since no man could be induced to accept the
nomination. Shortly thereafter the Rev. Isaac I. Stewart
of Mt. Pleasant announced himself as an independent candi-
date. To him was thrown the support not only of the

Whigs but of the temperance faction as well.’> The latter
Was now developing considerable political streneth and was
]m1'1:'1{_*:1_1];'11'1}* vehement 1n its opposition to the Demoecratic
nominee,

The preélection campaign was characterized by no small

9 Code of 1851, See. 10786.

14 Upon the second ballot Dr. Eads received 102 votes out of a total of 195 —
T'he Weekly Miners’ Express (Dubuque), Vol. XIII, No. 18, January 18, 1854.

5 The Weekly Miners’ Exzpress (Dubuque), Vol. XIIT, No. 18, January 18,
1854

VOL. X11—14
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amount of personal abuse of the candidates by the partisan
press. Rev. Isaac 1. Stewart was branded by the Demo-
cratic press as unfit for the office, since his work had been
largely that of a minister of the gospel.’® His ability and
integrity seemed to be otherwise unimpeachable. The
Whig press rejoined that this could not be a vulnerable
point since the Democracy’s candidate, Dr. Kads, had fol-
lowed the same calling for a time.'”

The Democratic press lauded Eads as a man ‘‘amply
qualified’’ for the position by reason of ‘‘his seientific en-
dowments?’’, ““his moral rectitude as a man’’, ‘‘his ability,
fluency, and refinement as a speaker’’, and his possessing
‘“‘in a rare degree’’ the ability to guard ‘“well the finances
of the School Fund’’.'®* Upon the other hand, the Whig
press assailed him as ‘‘the most unsuitable man in the
ranks of Democracy for the position’’;, ‘‘one of the most
reckless men that has ever been thrust before the people of
Towa as a candidate for a public office’’, one who would
‘“make his office subservient to party and personal inter-
ests’’.'® a man wholly without culture and ‘‘grossly de-
ficient in the knowledge of his mother tongue’’,** and who

was an ageravated violator of the law, giving aid to the
rumseller in his nefarious work, and, worst of all, was him-
self a drunkard.?’

16 The Muscatine Journal, Vol. V, No. 41, March 10, 1854; and The Weekly
Miners’ Express (Dubuque), Vol. XIII, No. 29, April 5, 1854.

17 Dr. Eads had at one time been a minister in the Campbellite or Christian
Church. See The Des Moines Courier (Ottumwa), Vol. VI, No. 11, March 23,
1854: The Fairfield Ledger, Vol. 1V, No. 4, January 12. 1854;: and The Mus-
catine Journal, Vol. V, No. 44, March 31, 1854.

18 The Weekly Miners’ Exzpress (Dubuque), Vol. XIII, No. 27, March 22,
1854.

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

20 The Daily Gate City (Keokuk), Vol. III, No. 33, April 9, 1856; and The
Washington Press (Washington, Towa), Vol. I, No. 11, April 9, 1856.

21 The Fairfield Ledger, Vol. IV, No. 14, March 23,.1854.
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THE DEFALCATION OF JAMES D. KEADS 211

Despite the shafts of sarcasm, ridicule, and denuneciation
hurled at him by the Whig press of the State, the official
election returns, certified by the Board of State Canvassers,
indicated that Dr. Eads had been elected by a safe majority
of 3,931 votes over the Rev. Isaac I Stewart.2? Dr. Fads
and his partisan supporters accepted this large majority as
an expression of full confidence in himself and in his ability
and fitness for the office.

For nearly a year following his induction into office all
apparently went well with Dr. Eads in the discharge of his
official duties. Then trouble began to loom up. The rapid
settlement of Towa and the consequent heavy sales of the
public lands produced an unforeseen increase in the re-
ceipts from the five per cent fund.2® At the time of its
creation the office of State Superintendent had not been
thought of as one likely to be greatly burdened with either
the care of public moneys or the sale of public lands.2*
Possibly thinking that no great financial responsibility
would rest upon this official his bond had been fixed at only
twenty-five thousand dollars.2’

In August, 1855, Governor Grimes was officially informed
that the sum of $226,873.86 lay in the United States Treas-
ury awaiting the order of the properly certified State of-
ficer.2® This was the five per cent due the State upon the

*2 The returns upon the election as certified by the State Board of Canvassers
were: James D. Eads. 17,393 ; Isaac I. Stewart. 13,462; George Shedd, 71:

¥

scattering, 53; total vote, 50,979.— Department of Public Archives. Des Moines,
Towa,

“# The receipts in this fund for the sale of lands in 1853 were $54.341.59. TIn
1854 they had increased to $226,873.86.

*¢ Message of Governor Grimes to special session of the Fifth General As
sembly, July 3, 1856.— Shambaugh’s Messages and Proclamations of the Gov-
“rnors of Iowa, Vol. L1200,

25 Code of 1851, See. 1077.

*0 Letter of Governor Grimes to the President of the Senate, December 11.

1856.— Adppendiz to House Journal. 1856—-1857, p. 704.
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919 TOWA JOURNAL OF HISTORY AND POLITICS

sale of public lands from January 1 to December 31, 1804.
Upon September 18th the Governor notified Superintendent
Eads of this fact, mentioning also that he would expect him
to furnish a new bond in the sum of $250,000 by November
1, 185527 Dr. Eads by letter replied that the new bond
would be furnished by the time specified. It was not fur-
nished, however, until December 18, 1855. Thereupon Dr.
Kads was given a certificate enabling him to draw the
money from the United States Treasury.

The State 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-fitth day
of January in each year.2?® 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, 1856.
The Governor therefore wrote to Dr. Eads inquiring why
the apportionment had not been made in accordance with
the law, adding that the State would suffer great loss if this
money were permitted to lie unproductive until the ensuing

twenty-fifth of January.

The dilatory 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 Public Instruction be at once divested ‘‘of all control
over and responsibility 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.”’*?

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

28 Code of 1851, Sec. 1080.
Sham-

29 Governor Grimes in his special session message of July 3, 1856.
baugh’s Messages and Proclamations of the Governors of Iowa, Vol. IT, 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

s
——

per cent fund supposedly received by him and apparently
not apportioned.*® This resolution was complied with on | ~
July 11th by a speecial report from Superintendent Eads.3? | |

According to this report Superintendent Kads had re- i
ceived 1n January, 1855, the sum of $54,341.59, due on the
five per cent fund for 1853. This was apportioned to the
several fund commissioners on the first of March 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 March, 1856, he had received from the general govern-
ment the sum of $226,800.86. Of this amount he had loaned
to individuals on real estate security a total of $84,300, and
had transmitted to school fund commissioners a total of
$92,500, leaving a balance on hand of $00,450.86, according
to his report.*> He had from time to time made deposits
totalling $50,000 with banking firms of Iowa City, further
sums aggregating $35,000 had been deposited with Fort 6 |
Madison bankers, and an additional amount of $50,000 with |
the State Treasurer — M. 1.. Morris. This latter alleged |
deposit was at once emphatically denied by Treasurer

I
(y
k

—

2 T AT L

Morris as ever having been made.??

10 Senate Journal (Speeial Session), 1856, p. 21; The Daily Capitol Reporter
(lowa City), Vol. I, No. 108, July 7, 1856.

%1 Senate Journal (Special Session), 1856, Appendix, pp. 1-18. | |

e - p——
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%2 The amount loaned to individuals, transmitted to fund commissioners, and
rwmnining on hand as a balance. totals — according to Dr. Eads’s report —
$227,250.86. He had received $226,800.86, thus showing an unaccounted for r

dise repancy of $450. | i

%8 Treasurer Morris’s letter of denial, to be found in the Senate Jowrnal
(Special Session), 1856, p. 65, 1s as follows:

d§i O . — 3 = . . 2 . o

"Sir — By a report of the superintendent of Publie Instruection, made to the
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When called to account by the Senate 1n the same reso-
lution as to the source of his authority to loan any of the
fund, Eads eited in defense the provision of the Code which
stated that the Superintendent of Public Instruetion 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 appealed
to the Attorney General, who informed him that the ‘‘law
requires the school fund to be loaned. This five per cent.
fund being a part of the school fund, is to be disposed of
according to law; and as the law places 1t in the hands of
the Superintendent, he is the person to loan 1it.”’?* This
he considered as fully sustaining him in his contention of
a legal right to lend the fund. To further justify his action
he maintained that it was far less expensive for the State
Superintendent to loan the fund and collect the .interest
thereon than it would be to have it done by a large number
of fund commissioners who would later have to report their
actions back to the State Superintendent for approval and
possible re-adjustment.?®

Upon motion, the communication of the Superintendent
was referred to the Senate Committee on Ways and Means.
Mr. Preston, chairman of this committee, reported on the
same day, July 11th, a resolution which was adopted, call-
ing upon the Superintendent for detailed information con-
cerning the loans made by him from school moneys —to
Senate, it appears that said officer has deposited $50,000 with the State Treas-
urer. Now all T 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. MORRIS,
State Treasurer.’’

— Senate Journal (Special Session), 1856, p. 65.
34 The Report of the Superintendent of Public Instruction, 1856, p. 17. The
letter of Attorney General D. C. Cloud is here given in full.

35 Senate Journal (Special Session), 1856, Appendix, p. 3.
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THE DEFALCATION OF JAMES D. EADS 2 U5,

whom made, for what security, the rate of interest, the
term of each loan, as well as the time and terms of each el
|

bank deposit, ete.®"
This resolution was superseded by the adoption of an- |
other upon the following day. This latter resolution, intro- |
duced by Mr. Hamilton, provided for an investigation by i .
the Committee on Ways and Means of ‘“the books, accounts, |
vouchers, securities, and moneys, in the office of the Super- |
imtendent of Publiec Instruection, and of the State Treas- |
urer’’*” and for a report of its findings to the Senate.
Upon July 14th, while the committee was conducting the
investigation preparatory to the issuance of its report,
Mr. Coolbaugh introduced a bill forbidding the further
loaning of the school funds by the State Superintendent of
Public Instruction.?® The measure passed both houses on
the same day and on July 15th was presented to and ap-
proved by the Governor. An act the purpose of which was A
to prevent the Superintendent from acquiring any more

school moneys was passed later, but for some reason did '
not reach the Governor and hence failed to become a law. | T‘.&
Thus did the General Assembly seek to safegunard the school i
fund of the State from further mismanagement. IR :1

Coincidental with the approval by Governor Grimes of | | l,”?

e

St SRS

the bill forbidding further loans, the Committee on Ways
and Means reported to the Senate the result of its investi- |
gation.*® This report was filed only after a ‘““careful ex- '
amination’” had been made of the papers, books, and
vouchers of the offices investigated.

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

= I

=

= TR
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6 Senate Journal (Special Session), 1856, pp. 56, 59. [
3T Senate Journal (Special Session), 1856, p. 66. | [
*8 Senate Journal (Special Session), 1856, pp. 82, 83, 84; and Laws of Iowa ' f
(Special Session), 1856, p. 99. ' }
39 Senate Journal (Speecial 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 Superintendent.** The findings of the com-
mittee may be summarized as follows:

1st. No deposit of $50,000 had been made with the State
Treasurer as stated by the Superintendent in his special
report of July 11th.*!

2nd. The Superintendent received from the general gov-
ernment in January, 1855, as the proceeds of public land
sales for 1853 the sum of $54,341.59. Of this sum $32,041.59
had been apportioned to the various counties, acecording to
the receipts of school fund commissioners on file in the
Superintendent’s office. This left as unaccounted tfor the
sum of $22,300, which the Superintendent claimed had also
been apportioned to counties but ‘‘no vouchers or other
evidence were shown that such sums had been
paid over to the Fund Commissioners in the counties
named.’’*?

drd. Superintendent Eads also received on Marech 10,
1856, the sum of $226,800.874% as the proceeds of land sales
in 1854. Krom this amount there had been paid to fund
commissioners a total of only $15,500 as shown by proper
vouchers on file in the office of the Superintendent.** There

10 Report of the Committee of Ways and Means, in relation to the State
I'reasurer, and Superintendent of Public Instruction in the Senate Journal
(Special Session), 1856, Appendix, pp. 19-26.

41 See sworn statement by Treasurer M. L. Morris in the Senate Journal
(Special Session), 1856, Appendix, p. 26.

42 Senate Journal (Special Session), 1856, Appendix, pp. 20, 21.

43 There seems to be no concord of statement concerning the exact amount
received at this time from the United States government. KEach investigating
agent seemed to accept a different amount, and in faet the sums as stated in
different parts of this same report do not agree exactly with each other.

i+ Vouchers on file exhibited payments as having been made to county school
fund commissioners as follows: Des Moines County, $5000; Wapello County,

$5000; Johnson County, $5000; Benton County, $500; total, $15,500.— Senate
Journal (Special Session), 1856, Appendix, p. 21.
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had been loaned to various individuals on five years credit

at ten per cent interest and purporting to be secured by
mortgages on real estate an aggregate amount of $61,310,
and there was left in cash in the hands of the Superintend- b |
ent the sum of $73,945.81. Of this amount $32,525.81 was it S8

on deposit in banks, while $41,420 was supposedly in the |

L, S

e _ini il S, TN

possession of the Superintendent neither loaned, depos- | :

ited, nor apportioned. This gave an aggregate amount ac- |

counted for in a proper manner of $150,755.81. and left

$76,044.75*° unaccounted for by vouchers. Of this sum the
Superintendent claimed to have sent to the Fund Commis.
sioners $72,000, but there was no evidence to prove that he
had done so.4¢

Perhaps the further conclusions of the committee can be
best and most clearly stated in its own langnage :

Assuming that the statements made to your committee by the | |
Superintendent . . . . are true. it evinces a carelessness on +
his part in the discharge of the duties pertaining to his office, which
your committee feel it their duty to reprehend in the strongest |
flanner . . . . and indicates in their opinion an unfitness on
his part to manage so large a fund, that must seem apparent to all.

Your committee also feel it their duty to call the attention of the
Senate to . . . . the assumption of authority by that officer, F

In the absence of any positive enactment of law, in the
loaning out, on a lonig credit, and with a recklessness in respect to |
security, which no private individual would for a moment tolerate, |
a large portion of the fund arising from . . . . the proceeds f 4
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, when it
amounted to only $54.341.59. as he seems to have acknowledged by
his act in distributing it as he did on the 1st of March, 1855, your
committee cannot conceive why he should not have considered [it]
¢qually his duty to distribute the fund coming into his hands in | r
Mareh, 1856, when it amounted to $226,800.56.47 L’

45 Mh3 y T - »
*> This amount should properly be $76,045.06. i E

8 (o - : ~ . ) = : . ' L
6 Senate Journal (Speecial Session), 1856, Appendix, p. 23.

T Senate Journal (Special Session), 1856, Appendix, pp. 23, 24,
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Moreover, the distribution of the fund by the Superin-
tendent was palpably unequal as shown by his own reports.
This in itself seemed to the committee to reflect seriously
upon his honesty in the management of the fund. Of the
$54.341.59 supposedly apportioned by him on March 2o,
1855, the sum of $20,700.59 was sent to Lee County alone,
accordineg to his own verbal statement, while to Dubuque
and Des Moines counties went only $2,000 each, ‘“and more
than half of the organized counties of the State did not re-
ceive any.”’ The same thing happened to the fund received
on March 10, 1856 — $226,800.86. Of this sum ‘‘the Super-
intendent claims to have distributed some $92,500 among
thirteen different counties, though your committee
found vouchers for only $15,500 so apportioned, but of the
sum claimed to have been distributed by him, Lee County 1s
acain made to receive $30,000 while Dubuque, Mahaska and
other populous counties received nothing.””* The com-
mittee further said:

Yo flagrant a violation of fairness and equality in the apportion-
ment of the School fund demonstrates . . . . the
utter incapacity of the present Superintendent of Public Instrue-
tion to manage the School fund.

Your committee would therefore recommend that the law author-
izing the Superintendent to receive the fund now due the State
from the General Government, aceruing on the sales of the proceeds
of the public lands for the fiscal year, ending June 30, 1856, be
repealed.*?

This report indicates that of $281,142.45 ot the five per
cent fund received by Superintendent Eads fully $98,344.70
was unaccounted 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 report
so adverse to Dr. Bads can not be charged to party enmity

18 Senate Journal (Special Session), 1856, Appendix, pp. 24, 29.

49 Senate Journal (Hlu'ufi:il Session), 1856, :\[!pt‘llt_li}i. p. 29.
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since the committee was ‘‘composed of both political

parties’’

and made ‘‘a unanimous and decided report’’
one ‘‘which demonstrated the most careless and reckless
management that could well be conceived.’’3?

As a matter of course Eads did not permit a report of this
nature to be given publicity without its being challenged :
tor on July 29, 1856, he issued from West Point, Towa, a
statement entitled —“A Carp — To the Publie’’.?2 1In this
““card’’ he protested that all moneys loaned by him were on
real estate security, the property in all cases being worth
trom fifty to five hundred per cent more than the money
loaned. Furthermore, in all cases of doubtful value or title
the land was first duly appraised or the title examined
before the loan was made upon it; and loans were made only
to the very best men in the State belonging to both political
parties.,

Concerning the charge that no provision of law author-
1zed him to loan the school fund, he rejoined that he ‘“‘had
taken the opinion of the best legal gentlemen of the State,
with that of the Attorney General of the State, all of whom
agreed that the Superintendent of Publiec Instruction was
the only person who had any right to loan this particular
tund . . . . If T have secured the money loaned,

as above referred to, the fund is safe, and the people
not wronged’’; adding that he ‘‘had not loaned one cent of
the publie funds’’ in his own name.

The committee report was received and read, but no cor-
rective legislative action was taken inasmuch as the only
recommendation of the ecmmittee looking toward such an
énd had already been enacted into law by the General As-

" The Washington Press (Washington, Towa), Vol. I, No. 17, August 13,
1856.

°1 The Des Moines Valley Whig (Keokuk), Vol. X, No. 48, July 30, 1856.

*# This ““card’’ was published in full in The Daily Capitol Eeporter (lowa
City), Vol. I, No, 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 law.”?

All might now have gone well with Superintendent Eads
if his non-compliance with certain laws of the special ses-
sion had not precipitated a second conflict with Governor
Grimes. Kads in submitting his biennial report to the
Sixth General Assembly on December 1, 1856, saw fit to
attack the official conduet of the Governor.”* The direct
ause of the unhappy misunderstanding was a joint resolu-
tion passed at the special session of the Fifth General As-
sembly and approved by the Governor on July 19, 1856.°°
This resolution authorized the borrowing of one hundred
thousand dollars by the State from 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 EKads to
pay over to him the remainder — sixty thousand dollars —
in order to meet an unlooked for exigency. To this request
Governor Grimes stated that he never received a reply,

verbal or written.®®
Dr. Eads received word in the late fall of 1856 that
$185,000 was then in Washington awaiting delivery to the
properly certified State officer.” According to his report
53 This bill was Senate File No. 32.— Senate Journal (Special Session), 1856,

pp. 86, 89.

54 Report of the Superintendent of Public Instruction, 1856, pp. 18, 19.

55 Laws of ITowa (Special Session), 1856, p. 100, Joint Resolution No. 9.

56 House Journal, 1856—1857, Appendix, pp. 708, 709; and Keport of the
Superintendent of Public Instruction, 1856, p. 49.

57 The correct amount awaiting a properly certified eall was $185,785.32.—
Shambaugh’s Messages and Proclamations of the Governors of Iowa, Vol. 11,
p. 29; and The Washington Press (Washington, lowa), Vol. I, No. 32, De-
cember 10, 1856.
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he, out of respect to the Governor, asked for the latter’s | |
certificate permitting him to draw the fund. The Governor |t
replied that he would issue the certificate if Dr. Bads would
file an additional bond in the penal sum of $200,000. Such b
a bond was secured and personally presented to the Gov- ' ¢
ernor 1in Burlington. Yet, said Eads, the Governor refused | L]
the certificate unless the Superintendent would pledge the | j
payment to him of sixty thousand dollars from the amount 10 s | 7
to be received and agree to hold the remainder subject to | jj
the action of the General Assembly at the approaching reg- | I
ular session. These conditions were thought by Eads to be | ';

jz'l. ...-:.,__ -

unreasonable, and hence were refused by him, whereupon |
the Governor declined to give the certificate desired.’ In
referring to this episode Eads said :

R 1

—_—
.

Thus terminated the interview. By the hindrance and Improper
interference of the Executive Department with the duties assigned
to the Superintendent, the School Fund of the State is now daily |
suffering loss at the rate of eighteen thousand five hundred dollars |
per annum 1n interest, or over one thousand five hundred dollars
per month! Whether this was the result of a corrupt combination
on the part of the Governor and others desiring to obtain the con-
trol and use of this fund for personal aggrandizement is for the |
General Assembly to determine by investi

ol o Rt I
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|
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gation, or pass over n | ¢

. 4
silence.5 !
| 0l 7 |

On account of this arraignment of the Governor the Sen- ; i
ate, on December 10th, passed a resolution calling upon that | | ,jj
officer for a statement of his transactions with the Super- {

N

intendent of Public Instruction.®® To this the Governor

replied on the following day in a message not only incor- L)

. *1
gilh_“s
ol - —

porating all his correspondence with the Superintendent |

touching upon the point at issue, but explaining in some
detail what had actuated him in the course pursued.®!

'8 Report of the Superintendent of Public Instruction, 1856, p. 18.

|
!
" T ) ' - : - S . | j
"9 Report of the Superwmmtendent of Public Instruction, 1856, pp. 18, 19.

j J B I =l o4 w W I
"0 Senate Journal, 18561857, pp. 60, 64. |
G . ey - — . — e N - — - - - ?
* House Journal, 1856-1857, Appendix, pp. 704-713, especially pp. 709, 710. [
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Governor Grimes came directly to the point by stating
that Superintendent Eads had called upon him in Burling-
ton but, he said, it ‘‘is wholly untrue that he asked for a
certificate . . . . 1t is equally untrue that 1 informed
him that if he would file an additional bond acceptable to
me, to the amount of $200,000 or to any other amount, that

[ would so certify.”’

The Governor as directly and more caustically added
concerning the tender of a bond made at the time of this
call by Dr. Eads that it ‘‘is unqualifiedly false that 1 de-
clared that the bond was acceptable tome . . . . I at
once objected to it and refused to approve it. . . . No
allusion was made to the sixty thousand dollars except that

[ put to him the question why he had not paid

to me that amount or answered my letter.”’

The reasons for refusal to accept the bond as stated by
the Governor to Eads at the time of refusal and later re-
peated in his special message to the Senate were: (1) The
General Assembly had indicated a desire that the Superin-
tendent be given the custody of no more public moneys.
(2) The Superintendent had failed to properly distribute
the five per cent fund. (3) He had loaned the fund as he
saw fit and without authority of law. (4) The Governor
knew that the last report of the Superintendent 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 ¢ ¢ According to the report of the committee on Ways and Means, of the
Senate, submitted at the extra session, there had then been loaned to indi-
viduals, $61,310.00; according to the Superintendent’s recent report there has
therefore, since that time been loaned by him, to individuals, $91.030.00, and
in direct contravention of the law aforesaid.’’— Letter of Governor Grimes to
the President of the Senate. December 11, 1856, in House Journal, 1857, Ap-

]Il'!]lli."{. pp. 7109-713.
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|
The Governor’s regular biennial message of December !
2nd and the special message of December 11th were pro- ‘
ductive of a large amount of legislation touching upon the |
recelipt and management of the school funds, mostly cor- |
rective 1n aim. These measures may be summarized as il )
follows : i ]

(1) The Superintendent was relieved of the control of
school moneys and school lands.®® (2) All school funds
were hereafter to be paid to the State Treasurer.%* (3)

Provision was made for the selection of a joint ecommittee
of members from both houses to investicate and report
particularly concerning the loans made by the Superin-
tendent from the school funds.®® (4) James D. Eads was
specifically required by name to pay over to the State
Treasurer all school ‘“monies now in his hands, which may _
have been, or which shall be paid to him’’ by school fund |
commissioners.®® (5) The Attorney General was directed | |
to investigate violations of section 2618 of the Code by any

officer entrusted with school fund management and, if such

violations were found, to institute proceedings in the man-

ner prescribed by law.®™ (6) Provision was made for the |
appointment by the Governor of an agent or agents ‘“to 1n-
vestigate the character and availability of all pretended
loans of school money made by the superintendent of public |

T T ey — —

Instruection’’.®s
['he next move upon the part of Governor Grimes was
63 Laws of Iowa, 1856—1857, pPp. 1, 297.
64 Laws of ITowa, 18561857, pp. 5, 8, 297.
% The members of this committee upon the part of the Senate were Senators
"m:]lmu;{h, Saunders, and Trimble. Upon the part of the House they were
Representatives Cloud, Hardie of Dubuque, Davis, Van Valkenburg, and Kirk-
patrick.— Senate Journal, 1856—1857. p. 90; and House Journal, 1856—1857. p.
|
66 Laws of Towa, 1856—1857, p. 297. .h
%7 Laws of Iowa, 1856-1857, p. 463. )
8 Laws of Iowa, 1856—-1857, pp. 243, 244. : E
; |
|.
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quite as startling to the people at large as to Eads himself.
Alarmed at developments in the conduct of the Superin-
tendent, Joseph Van Valkenburg, one of the sureties, on
January 12, 1857, petitioned the Governor to be released
from further liability on Eads’s bond.*® In accordance with
certain provisions of law Mr. Van Valkenburg petitioned
that Eads be summoned to appear before the Governor and
show cause why he should not be required to furnish new
security upon his official bond and release the petitioner
from liability thereon.

Fads was so notified but failed to appear. Upon the con-
clusion of the hearing it was ordered that he furnish a new
bond to be filed for approval on or before January 26, 1897.
This he also failed to do.”™ By his non-compliance with
the order, Dr. Eads ceased under the law to be a public of-
ficer of the State.”””™ Thereupon, on February 5th, Gov-
ernor Grimes appointed Dr. J. C. Stone of Iowa City as
Superintendent to fill the vacancy thus created.™ Dr.
Eads, however, refused to surrender the office and for some

69 The reasons stated by Mr. Van Valkenburg for requesting his release were:
(1) Dr. Eads had loaned the school fund without the security required by law;
(2) he had loaned money of the sechool fund contrary to law; (3) he had loaned
school fund money which the legislature had prohibited him to loan; and (4)
he had acted in violation of the law governing his duty as Superintendent of
Public Instruetion.— Petition in the Department of Public Archives, Des
Moines, Towa: and Muscatine Daily Journal, Vol. 11, No. 189, March 20, 1857.

70 Governor Grimes had notified Dr. Eads to furnish an additional bond of
$50,000. Dr. Eads in his letter addressed ‘‘To the People of Towa’’ writes
that ‘‘after consultation with my friends, I determined not to give any such
bond, as all agreed that it was unreasonable and exorbitant, from the faet that
he had before demanded and received from me, bonds to the amount of THREE
HUNDRED THOUSAND DOLLARS.’’— The Iowa Democratic Enquirer (Muscatine),
Vol. IX, No. 35, April 2, 1857; and The Daily Express and Herald (Dubuque),
April 28, 1857.

71 The Muscatine Daily Journal, Vol, 11, No. 189, March 20, 1857.

72 The Iowa Democratic Enquirer (Museatine), Vol. IX, No. 35, April 2,
1857 ; The Daily Express and Herald (Dubuque), April 28, 1857 and The Iowa
City Republican, February 5, 1857.
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unexplained reason was able to maintain his official position
until the end of the term for which he was elected 73

At the suggestion of friends, on March 7, 1857, Eads is-
sued a defensive statement through the public press.™ He
bitterly attacked Governor Grimes for requiring the new
bond, aceusing him of plotting to obtain a Superintendent
who would be the pliant tool of the Governor so ‘“that they
[the Governor and his political assoclates] may complete
the work already begun, cover up their iniquity, and get

possession of the school lands remaining yet unsold. . . .7°
[ shall not permit or recoenize his [Dr. Stone’s] authority,
as his appointment is made without authority of law,’’70
With this public statement the unhappy incident of the
removal came to a close.

By virtue of ‘““An Act concerning school monies,”’ ap-
proved on January 28, 1857, Governor Grimes appointed
Mr. J. M. Beck of Fort Madison, Towa, as State agent ‘“to
investigate the character and availability of all pretended

3 Beport of the Superintendent of Public Instruction, 1857, p. 30; The Towa
Demoeratic Enquirer (Museatine), Vol. IX. No. 30, April 2, 1857: and The
Daily Express and Herald (Dubuque), April 28, 1857.

"4 The Towa Democratic Enquirer (Museatine), Vol. IX. No. 30, April 2,
I1857; and The Daily Lixpress and Herald (Dubuque), April 28, 1857.

"5 Dr, Eads wrote concerning Governor Grimes and his associates that ‘¢ Hav-
Ing seen the hand-writing on the wall, of a fast coming verdiet of popular con-
demnation upon their high handed acts of usurpation, fraud, and robbery of the
Scehool funds; and being well convineed that the next Superintendent elect will
be a democrat, while their power 1s passing away, and the people are becoming
aroused to their 1'i]];1i]{1}" that horde of bloated \'It]ll[lil‘{‘ﬁ who have been fatten-
Ing upon the spoils of the treasury are exceedingly anxious to get the office out
of my hands for one of their pliant tools’’.— The Iowa Democratic Enquirer
(_'Mn_»:r_*;ltiml)‘ Vol. IX, No. 35. April 2, 1857; and The Daily FExpress and
Herald (Dubuque), April 28, 1857.

" Dr. Eads also adds: ““Not all the machinations of 2 corrupt partizan
Executive. aided by all the political legerdemain, and intricate maechinery of
Party drill, shall drive me from my post of duty.’’— The Towa Democratic En-
qutrer (Muscatine), Vol. IX, No. 35, April 2, 1857; and The Daily Express and
Heralq (Dubuque), April 28, 1857.
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loans of school money made by the superintendent of public
otruction’’.”  Under the authority granted by this act
Mr. Beck made a thorough investigation of all loans, trans-
mittine the results of his work to Governor Grimes under
date of November 10, 1857."°

Mr. Beck found that the State Auditor had in his posses-
sion fifty-four notes which he had received from Dr. Eads
as having been taken by him for loans of the five per cent
These notes amounted to $155,199.99 in the aggre-

Thirty-eight were accompanied by mortgages as

fund.
oate.
security. Sixteen of these mortgages, eleven of which had
not been recorded, were then in the hands of the State Audi-
tor. Six of the remaining number were later received from
the Recorder of Lee County, ten came from the same official
in Polk County, and three others were received from va-
rious sources.”

Eleven of the notes, amounting to $14,746.12 1n the ag-
oregate, were taken by Hads for money loaned and pur-
porting to be his own individual funds. Eight notes,
amounting in all to $16,625, were given for property pur-
chased of Eads, while one note for $20,000 was executed by
Kads for money which he borrowed from the school fund
himself. Of the fifty-four notes reported by Kads to have
been taken by him for loans of the school fund only twenty-

nine were given by real borrowers of that fund. Seven

77 ¢¢Sgpe. 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 instruetion, and the value
and kind of securities given for such loans. to obtain further and additional
security thereon when and where deemed mnecessary, 10 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.’”’

JHH‘H, 1.‘;5.31_;—].‘4;_17, P. 244,

8 Report of J. M. Beck, Agent for Investigating the Disposition of the

School Fund During the Administration of James D. Eads, 1857.
iD fff!}urf. {jr/‘ J. M. I;t"{'fu'_. P. 3

Laws of
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notes, amounting to $18,168.87, which had been oiven for
fund loans had no security whatever nor could Mr. Beck | !

obtain any; while eight notes, amounting to $33,625, were !
secured to the amount of $21,970, thus entailing a possible |
loss of $11,655, in addition to those notes having no security .
at all.s° | |

““By selling property on time and taking notes therefor, |
and loaning money at a usurious rate’’, Dr. Kads realized a |
total gain of $9.455 on purported loans amountine to
$16,875. By receiving notes issued for the latter amount he |
was able to take $9,455 in cash from the school fund and '
thereby balance his account by reporting said notes as loans
made by him. TIn addition he had collected interest to the
amount ot $1,189.83, which he had not accounted for. Add- F,
ing his $20,000 note, the interest item of $1,189.83, and his
gain of $9,455 by speculating in property with school fund
money, 1t may be seen that he was enjoying the use and | u
benefit of $30,644.83 of school fund moneys.5?

For convenience in recapitulation Mr. Beck divided the
fifty-four notes into the following groups or classes:

Ist. Notes issued to Mr. Eads by investors or borrowers

ol W .
- = -

tor what they believed were his own personal funds — not |

school funds — ineluding notes purchased or discounted by |

..,._.. —
v ) -
N

I
i_-.—I-I-..-—_

Kads.®2 This group contained seventeen notes given for an
agegregate amount of $34,375. Of this amount $20,500 was

considered good — $16,000 being satisfactorily secured and

— w=-

. .
s ﬁr‘_b- :.-‘-

——

-

$4,500 collectible. This would indicate a net loss of $13.875
on this class of notes.83

80 Report of J. M. Beck, p. 20.

St Report of J. M. Beck 2
veport of J. M. Beck, p. 21.

2 fieport of J. M. Beck, Pp. 21, 22.

*3 Not one of these notes ‘“is of such a character as would authorize its being | f

0O 0o " ; i L 4 1 ] . . |1

d¢cepted as a loan of the School Fund. Every one of them was a private Note

——

of Mr, Fads, obtained for money loaned, on property sold, and handed over to [
the State as loans of the School Fund.’’— Eeport of J. M. Beck, p. 22. |
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ond. Notes given for bona fide loans of the school fund.

In this class there were twenty-nine notes amounting to
$99 578.87. Of this amount $11,318.87 was neither collect-

ible nor sufficiently secured.®**

3rd. The note executed by Eads himself for money

loaned to himself. This note was given for $20,000 and was
secured by a mortgage on property valued at $11,000, which

sum. however, could not possibly be realized from the prop-
erty. ‘‘He appropriates to his own use $20,000; calls 1t a
loan to himself, and hands over as vouchers therefor a Note
siened by himself, and secured by mortgage on property
worth about half the amount!’’%® The interest, amounting
to several hundred dollars, had never been paid upon this
note by Dr. Eads. Mr. Beck therefore considered this note
as evidence of defaleation to the amount of $20,000.

Owing to the chaotic condition of affairs in Mr. Eads’s
office and the absence of any records, at least any that were
worthy, concerning his transactions with the five per cent
fund, Mr. Beck was unable to submit any definite statement
relating to that officer’s shortage. Below are set forth three
different means of determining the shortage, as indicated
by Mr. Beck, each producing a different amount as a result.
The variation is due to differences of opinion as to what
constituted defalcation upon the part of a public officer.

First, recapitulating the losses to the fund in accordance

with the statements given above:

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 — Mr. Eads’s note............. $20,000.00
[nterest collected and not accounted for........... $ 1,209.93

$46‘~1ﬂl{‘8(‘)~u;

84 Report of J. M. Beck, pp. 21, 23, 24.
85 Re port of J. M. Beck, |88 24.
86 Report of J. M. Beck, p. 29.
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This, however, is below the true estimate and is the most ; |

tavorable showing which can be made for Dr. Kads.
Second, a truer statement of the condition of his affairs '
would be as follows:

Amount of his private and individual notes in second
class — deducting the note of C. B. Waite sinm*

HIGL i e L e b i A R P S Rt 3,475.00 ’
Lioss upon notes of first ¢lass by reason of no Ht*{*lll'lf}‘l‘:’*]1,3]."\_:"\'1 ,'
Amount of third class — Eads’s own note.......... $20.000.00 i *
[nterest collected and not accounted O T $ 1.209.93

$66.003.8()87
Third, according to accounts on file in the office of the
Superintendent of Public Instruction, Dr. Eads recelved
total of $281,042.44 of the five per cent fund during his term |
of office. He also received $1,209.93 as interest upon the

=

same. 'This would make a total debit of $282,252.37 stand-

Ing against him.®®* Balanced against this is a total eredit in
his favor of $217,101.59, composed of the following items:

Amount distributed to counties............ .$ 87,841.59
Amount loaned the State............ ... $ 40,000.00
Amount of bona fide loans — deducting $11,318.87
SR ENOTERECTTeA N S s s ol o e $ 88.,260.00 I, r
Amount received from C. B. Waite’s note. . .. . $  1,000.00 ik
~ Ii
$217.101.59 ik |
“T Report of J. M. Beck. pp. 29, 26. An error in the addition of the sums has
been correeted.
This estimate was hased wholly upon notes and securities in the hands of | r
Mr. Beek and ““not upon the amount of money which Mr. Eads received and
disbursed. The sum he received may be easily ascertained, but it would be a
difficult, if not an impossible task to ascertain the amount he disbursed. His
t€ports do not agree with each other; his vouchers do not agree with his report, i
and in several cases, the books and statements of officers receiving money from ‘
him contradiet both his vouchers and reports.’'— Report of J. M. Beck, p. =0. h
S Report of J. M. Beck, p. 28. u Jl
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To recapitulate:

Debit, $282,202.37
Credit, 217,101.59

Deficit, $ 65,150.7859

[n reply to a letter of inquiry addressed to him by Mr.

Beck, the Comptroller of the United States Treasury re-

ported that a total of $281,315.45 of five per cent funds had
been paid to the State of Iowa during Dr. Eads’s term of
office. Towa State officers charged against Eads for the
same fund and the same period a total of $281,042.44 —a
difference of $273.01.2° The report of the Comptroller 1s
presumed to have been correct. Hence, the sum of $273.01
should be added to the deficit indicated above — $65,150.78
__to secure the total deficit, which then would be $65,423.79.
This latter total Mr. Beck concluded to be the true amount
of the deficit in the accounts of Dr. Eads and the sum for
which his bondsmen should be held liable.

Soon after the transmission of this report by the Gov-
ernor the Seventh General Assembly passed an act, ap-
proved on March 15, 1808, authorizing the Governor to
appoint ‘‘a Commissioner to settle with the sureties of
J. D. BEads, late Superintendent of Public Instruction.’’?’
[n compliance with this act, Governor Lowe appointed
Robert A. Russell of Fort Madison, Towa, to effect such a
settlement, using Beck’s report as a basis.”

Immediately upon the receipt of his commission Mr.
Russell notified the sureties upon the three Eads bonds that
he would meet them at his office in Fort Madison on June 1,
1858, for the purpose of reaching a settlement on the terms

89 Report of J. M. Beck, pp. 28, 29.

00 ¢ port of J. M. Beck, P. 29,

01 Laws of lowa, IHJW.IL b

02 The Towa Weekly Citizen (Des Moines), Vol. IV, No. 48, January 11, 1860,
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contemplated by the law. Sufficient time was permitted by
the notice for the most distant surety to be present on the
day appointed. Not one answered the notice, however, and
only two came to make inquiries.?® Consequently no settle-
ment could be made.

It would seem that this failure to appear and attempt a
settlement upon the part of the sureties was due to their
objection to making a settlement with the Beck report as a
basis. This report was objected to for the following rea-
SONS :

1. 1t was based upon evidence obtained from every
Dr. Eads himself.?*

source but the proper one

2. The sureties ‘‘know nothing about my accounts with

““, Stﬂtt‘. 195

2

5. If all the papers had been left in Dr. Eads’s hands he
could have settled the matter satisfactorily.?®
4. The deficiency in accounts was only apparent.?”

o. Dr. Eads had always been ready and willing to settle,
but had had no opportunity to do so.%8

6. The Beck report was ‘‘a one-sided partizan concern’’,
93 Report of Commissioner Robert A. Russell. June 4, 1858, 1n Department of

Public Archives, Des Moines, Iowa.

9% Letter from Dr. Eads to Governor R. P. Lowe, June 26, 1858. in Depart-
ment of Public Archives, Des Moines, Towa.

95 741t would be impossible for them to know what was right and just until a
final settlement was first made with me,’’— Letter from Dr. Eads to Governor
R. P, Lowe, June 26, 1858. in Department of Publiec Archives, Des Moines,
Lowa.

96 By this act of taking away his papers ‘‘the State assumed the responsi-
bility of collecting them herself . . . . they assumed the ownership and
éntire control of the whole matter.”’— Letter from Dr. Eads to Commissioner
Robert A. Russell, June 24, 1858, 1n Department of Public Archives, Des
Moines, Towa.

l!'.'

7 Letter from Dr. Eads to Governor R. P. Lowe, June 26. 1858. in Depart-
ment of Publiec Archives, Des Moines, lowa.

98 Letters from Dr. Eads to Governor R. P. Lowe, June 26, 1858, and July 9,
1858, and to Commissioner Robert A. Russell, June 24, 1858, in Department of

b | ' » - -
Publie Archives, Des Moines. Towa.
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Ldt) L

the result of prejudice; and ‘‘it does not embrace all the
business which I had with the State as Superintendent.’’?

Commissioner Russell was impressed with the belief that
Dr. Eads and his sureties were simply taking up time in an
effort to defer a settlement upon any basis. He expressed
the belief that if an adjustment were effected at all 1t would
have to be accomplished as the outcome of a lawsuit.’
Furthermore, he pointed out that whatever course should
be determined upon ought to be attended to promptly, since
the sureties who ‘‘are worth anything at all,
will be endeavoring to put their property out of their
hands.”” "’

Dr. Eads resented the attempt upon the part of the State
to negotiate a settlement with his sureties, chiefly upon the
alleced grounds that instead of his owing the State some
sixty-five thousand dollars as indicated by the Beck report,
the State was really indebted to him in a sum equalling
nearly twenty-seven thousand dollars. In support of this
contention he submitted the following abstract of his ae-
counts as Superintendent of Public Instruction, insisting
that he had in his possession vouchers from the proper of-
ficers which would bear out his elaims:

James D. Eads Sup. of Pub. Inst.

To the 5 per cent Fund Dr

January 1855, To Amt Reecd. ........ $ 54,441.59
ToSAmt tRecdS it ey $226,873.86

$281,315.45

99 Letter from Dr. Eads to Governor R. P. Lowe, July 9, 1858, in Department
of Public Archives, Des Moines, Towa.

100 Letter from Commissioner Robert A. Russell to Governor R. P. Lowe,
July 16, 1858, in Department of Public Archives, Des Moines, Iowa.

101 Letter from Commissioner Robert A. Russell to Governor R. P. Lowe,

June 4, 1858, 1n Department of Publie Archives. Des Moines, lowa.
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Cr.

By Amt paid Auditor of State and School Fund
Commissioners as shown by the Report of Mr.
seck and the Report of the Auditor to the late
Legislature ..........cooeuniens e 5242.541.49 |

By amount paid School Fund Commissioners and

—— —— . m =
—— e

other Officers authorized by law to receive 1t ; and |

that reported by the Auditor for which I hold ; :

T T e e N SR $ 21.000.00 |
By Amt loaned Governor Grimes for use of the State $ 40,000.00 |
By Amt., charged for recelving from the U. S. |

Treasury $281,315.45 and delivering the same at

LOWAR Y b e e B e e e $ 4,281.6] |
By Amount paid for Postage and Extra Clerk Hire By 394.00

—_——

$308,217.07
Amt Brot down.................. $281,315.45
) i

= = A
——

L

1" L)

k-

BaldueSme I8 S sl e e L i $ 26.902.62102

—

Attorney General Rice, in complhiance with a joint resolu-

l".'l;i? e

tion passed by the Sixth General Assembly approved on

P e

%

I, ) =

January 28, 1857,°% had in the meantime presented Dr.

ads to the Johnson County grand jury at Towa Clity upon |
the eriminal charge of embezzlement.1%* The evidence upon

which the charge was based required several days for ade-

102 This statement of Dr. Eads’s account with the State f'*uIlrﬁ;-niH}_{ the five
per cent fund 3 i[l{*t_l]'}”ll'élff‘d in two letters — one to Governor R. P. L.owe
Wit by Dr. Eads himself and = second to Governor R. P. Lowe written by
Commissioner Robert A. Russell, the latter including a copy of the abstract of
account. The statement of account contained 1n the former of the two letters
hun lJ'L'I‘Il taken Rttha more reliable since it is the work of Dr. Kads himself.
There is g disagreement between the two abstracts of approximately $1246.

“No person who was acquainted with the Dr.’s circumstances when he took
{.m“,}_{“ of the S['IHJH[ 1_1““11 can be made to believe that he had $27.000 to ad-
vance to the interest of the Sehool Fund.’’— Letter from Commissioner Robert
A ]{11;51-]] to Governor R. P. Lnu'v. .]ll]}' 10, 1858. 1n I_le'}lilrtllt[‘ﬂf of Publie
Archives. Des Moines. Towa.

103 . . - ) oS s e
03 Laws of Towa, 1856—1857. p. 463,

0% The Washington Press (Washington, Towa), Vol. ITI, No. 22, Octaber 13.
1858, _
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quate presentation to the jury. The jury, however, refused
to return a true bill against Dr. Eads.’*® Later, a civil suit
for the recovery of some $71,880.97 was instituted by the
same official against Dr. Eads and his sureties, but was post-
poned from time to time owing to the efforts being made by
Clommissioner Russell to settle matters in some satistactory
manner.’° Upon Mr. Rice’s retirement from office the
civil suit was not continued by his suceessor and was finally
struck from the docket.'*”

The Eads defalcation seems to have been the paramount
topic of discussion at this time. While Commissioner Rus-
sell was endeavoring to effect a settlement and Attorney
General Rice was seeking the indietment of Dr. Eads for
embezzlement, a third investigation of Kads’s affairs
was beine carried on under the authority of the General
Assembly of Towa. This inquiry was conducted by a board
of three commissioners, appointed by Governor Lowe, who
reported the results of their work to the Governor on June

1, 1858.18
Little additional information was disclosed in this report
owine to the fact that the two preceding investigations and

105 The grand jury stood eleven to one in favor of returning a true bill
against Dr. Eads.— The Washington Press (Washington, Iowa), Vol. I1I, No.
22, October 13, 1858.

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

107 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 which he stated that ¢“There has never been a time that
suit could have been instituted under the poliecy 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.

108 The commissioners appointed by Governor Lowe were Messrs. John A.
Kasson, J. M. Griffiths, and Thomas Seeley. They were appointed by virtue of
an act of the Seventh General Assembly, approved on March 23, 1898. For
this act see the Laws of Towa, 1858, pp. 410—412.
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reports had been quite thorough and because, also, of the
“‘utter contusion’’ existing in the business of the office \ME
during Dr. Eads’s administration.1°?

Such irreconcilable statements and so many erasures and |
alterations were found in the book kept by Dr. Eads that the |
commissioners were forced to the conclusion that the book |
was entirely unreliable as a record. In no case did the |
records found in this book agree with his published reports. |
Despairing of reaching any tangible result, owine to this
condition, without ‘‘an investigation very much extended,
and over a good part of the State’’, the commissioners ' |
adopted in the main the facts which had previously been
reported by Mr. Beck.

As a criterion upon which to base a conelusion as to the

amount of the defalecation, the commissioners adopted the
tollowing rules of procedure: (1) They charged Dr. Eads
with the whole amount received from the United States by |

Ny 5, il

him. (2) They eredited him with ‘“all bona fide loans from

] ";_-.:_"- 2

;i:

this fund, made to parties as such, with the hichest degree

§
f i

of prudence and care in the investments and securities’’.
(3) They did not eredit him ¢
from his own funds, the securities running to the individual.
not to the officer?’’, 110

Proceeding upon this basis they submitted the following

L]

e

or loans made to parties as

= 1 e e T N W
! -._". _'_-n_?-.p-_;-_-.!'.-hd-

statement of the accounts of Dr. Eads with the five per cent
fllllt]:

109 Keport of the State Commissioners on the Affairs of the Superintendent
“_f J”Hf}.’.fr’ ]H.ﬂ!'i!r'ffru.‘, I]_ El‘ i[l L{'f,’f.ﬁ?f.’r“f_rf' f)ru‘n!’?.'ft'.‘{f.\', 1\.‘]”—]-“*““. ”t‘l'l.':i]‘h'l'
when referring to this document it will be cited as Eeport of the State Com-

MISS1071.¢ rs, 1858,

110 Keport of the State Commissioners, 1858. pp. 9-11.

m . g, A = .

'he Commissioners would not recommend ecrediting Dr. Eads with the loans
48 made ‘‘unless the State chooses to accept these, and discharge him pro tanto.
r . = . - N0 .
'he evidence of investment carrying no notice of its publie character, and being

understood by at least one of the parties, as a private loan, the act would show

Prima facie, a conversion of the public money to that extent.’’ :
|
I
]
[
J|
| |
1
I
i
|
I
it |
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Dr.
There was paid to him in faet, as follows:
Dec. 15, 1854, (per certificate U. 5. Comp-

el 2T ) e e s 0 G T B S e s 0 < o $ 54.441.99
January 2, 1856, (per certificate U. .
('1}11'![1’f1‘ullt*1‘. Fa I i B o i i B $226.8713.86

$281,315.45
Cr.
Distributed to counties, as per vouchers,
(except Davis county, which received
¢5 000, more than voucher calls for)

some of which are doubted,........... $ 92.341.59
Loaned the State, July 15, 1856,........% 40,000.00

Bona fide School Fund loans, satisfactorily
secured, as reported by Mr. Beck, ex-
cepting therefrom his No. 45, as not well

SEOULEASE S Mt chirus N e il o o e Tov e boruy avens olins $ 77.330.00
$209.671.59
[Leaving not satisfactorily accounted for. . $ 71,643.86
For which add interest paid to him on al-
leged school loans and retained........ - S (5243 7 fod L1 |

Thus making total apparent deficit...... $ 72,880.97
Subject to a deduction of Waite’s note, since paid, ($1,000,) and
whatever may be realized from the collaterals held by the State.t!!

The conclusions of this report were accepted as final 1n
fixine the amount of the defalcation. Henceforth, all action
taken was based upon the amount of the final deficit after
deducting Waite’s note, as given above $71,880.97.

In concluding their report the commissioners recom-
mended four forms of recourse, two of which were later
attempted, namely, the bringing of a suit acainst Dr. Eads
and his bondsmen, and an effort to adjust the whole matter

by mutual agreement through referees. Neither plan

111 Report of the State Commaissioners, 1858, pp. 10,-11.
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proved successful in accomplishing the end sought. The |
conviction of the investigators was quite suececinetly stated
in the belief that ‘“There 1s no information, there are no
facts or records, in any department or office of the State |
Government, that will enable any officer to audit this |
claim.’’112

During his official term Dr. Eads had been required to
file three bonds for a total penal sum of three hundred
thousand dollars.’*® This additional security had been con-

sidered advisable and necessary owing to the rapidly in-

e T ———

creasing finaneial responsibility attached to the office.
Under the operation of the Code of 1851 the sureties upon
each of these bonds remained liable to the amount of the
security subsceribed by them as if no new bond had been
filed ;1* that is, the new bonds had been merely the filing of
new and additional security and did not supplant those pre-
viously filed.''?

Upon the publication of the report of the commissioners,
above mentioned, and its acceptance as a final statement
fixing definitely the amount of the Eads deficiency, attempts

were made to have the sureties relieved from their liabil-

‘-_

e — e . e o e
-

112 i.’r;mri of the State Commissioners. 1858. pp. 14-16. I
) .
113 The first bond — drawn in the penal sum of twenty-five thousand dollars ] 'I
- " * Yy v 1 " " ‘ - . | 'F
— was filed in the office of the Secretary of State on June 10, 1854, having I ‘-_]
: 3 ' - - — , ' | i
been approved by Governor Hempstead on June 7, 1854. This bond was later B
.1;1
.

declared invalid by the judge of the First Judicial District.
'he second bond was drawn for a similar amount, was approved by Governor
Grimes on May 14, 1855, and was filed with the Secretary of State on May 16,

1855.

R 1

['he third bond was approved by Governor Grimes on December 18, 1855, and
- |
was filed with the secretary of State on December 21, 1855. This bond was
drawn in the penal sum of $250,000, and was subseribed to by fifty-one persons

In addition to Eads as principal. These bonds may be found in the Department

e _ _
0f Publiec Archives. Des Moines, Towa.
4 ¢4 - .y . . .
4 PCIf sueh requisition be complied with both the old and new security

shall be in force’ '— Code of 1851, Seec. 420,

12 As previously noted this was not true of the first bond which was later

declared invalid, -
|
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ity.11¢ Chief among the reasons cited in support of the con-
tention that they should be relieved was the claim that the
signers of the third bond were induced to subseribe upon the
representation that the paper was a Democratic caucus
call.’’” Other pleas advanced were that the signers of the
first bond had been released from their liability,'*® that en-
foreing the penalty would inflict financial ruin upon the
sureties,’’® and that as a mere matter of policy the bonds-
men should be granted release. The latter plea was founded
upon the contention that if release were not granted the
whole German element of the State would align itself
against the Republican State administration.'**

Petitions requesting release for the sureties were circu-
lated among the German people of the State, open meetings
were held, the public press — German and non-German —

g P . [T

became active, while the Governor and members of the legis-
lature were besieged by letters of entreaty, all petitioning
that release be granted. Messrs. Joseph Van Valkenburg

and A. T. Shaw were commissioned by their fellow sureties
to go to Des Moines to present their case to the Governor

| { |'
I
i

o

116 The Weekly Ottumwa Courier, New Series, Vol. V, No. 4, February
1860 ; The Iowa Weekly Citizen (Des Moines), Vol. 1V, No. 50, January
1860 ; The Burlington Free Press, January 14, 1860; Senate Journal, 1860, pp.

)
20

200, 201, 310, 311: and letters to Governor Kirkwood written by Messrs.
Benedict Hugel, A. J. Shaw, Ex-Governor R. P. Lowe. Jonathan Jones, J. M.

Beck, and J. R. Briggs, Jr., Associate Editor of the Daily Gate City, in De-
partment of Public Archives, Des Moines, lowa.
117 Letter of Dr. A. J. Shaw to Governor Kirkwood, January 31, 1860, in
Department of Public Archives, Des Moines, Towa; and The Burlington Free
Press, January 14, 1860.
118 Letter from Jonathan Jones to Governor Kirkwood, December 31, 1860, in
Department of Public Archives, Des Moines, lowa.
119 The Towa Weekly Citizen (Des Moines), Vol. IV, No. 50, January 26,
1860; The Weekly Ottumwa Courier, New Series, Vol. V, No. 4, February &£,
1860 ; The Burlington Free Press, January 14, 1860.
I 120 Twenty-two of the fifty-one signers of the third bond were Germans.—
Letters from A. J. Shaw and Benediet Hugel to Governor Kirkwood, January

30 and 31, 1860, in Department of Public Archives, Des Moines, lowa.
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and the legislature.’?* TUpon February 6, 1860, Senator
Rankin of Lee County ‘‘presented the petition of 1500 Ger- |
man citizens of Iowa, praying for the release of the sureties |
of Dr. Eads.”” Later, Senator Rankin introduced a bill | i

T ———

providing for the submission of the question to arbitration |

or reference.’?? The measure, however, failed of passage. |
While the Eads sureties were urging their cause before | f

the legislature at Des Moines, the State, through Attorney |

General Rice was preparing for trial, before the Lee County

Distriet Court, a civil suit against the sioners of the second |

Kads bond. Fearing the outcome of the suit if it were tried |

before a Lee County jury,2? Attorney General Rice upon

behalf of the State, in May, 1860, accepted the proposition

of the counsel for Eads and his sureties that the questions

at 1ssue be submitted to a reference hoard composed of

three District Judges constituting a tribunal equal 1n au-

thority to that of a court.

Thereupon, on June 1, 1860, an order was entered in the
Lee County District Court by the presiding Judge — Fran-
¢ls Springer — designating Judges George G. Wright, i1l
Javid S. Wilson, and William G. Woodward as referees to i
hear and determine the issues between the parties to the |
pending suit.’®* Although the suit involved Dr. Eads and i |

the signers of the second bond alone as defendants, the is- |
sies presented would, upon their determination affect also
the sureties upon the third bond.

Un August 24, 1860, the referees met at Fort Madison
pursuant to ‘‘previous notice given to all concerned.’’ All
parties interested were present by counsel, the State being

'#1 Letter from Ex-Governor R. P. Lowe to Governor Kirkwood, January 30,
1860, in Department of Public Archives. Des Moines, Iowa.

'“% Senate Journal, 1860, pp. 200, 201, 310, 311.

1“8 Letters from Attorney General Rice to Governor Kirkwood. April 27, and f
. = 5 ’ - - - \ " lr
June 4, 1860, in Department of Public Archives, Des Moines, Iowa., f

124 Report of Referees, State of Iowa vs. James D. Eads, et al.
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represented by the Attorney General and Attorney J. M.
Beck, Dr. Eads by J. A. Goodrich, and the sureties by J. C.
Hall, S. F. Miller, and D. F. Miller.**?

“‘The Referees having heard the evidence and the argu-
ments of Counsel, upon mature consideration thereof’’ ar-
rived ‘‘at the following conclusions upon the propositions
of Law which?’’ were ‘‘made the eriterion of the liability of
the defendants.’”’'2¢ These conelusions ‘‘may be thus

briefly stated. The defendants are liable for the whole
of the moneys received by said Eads as Superintendent ot

125 Report of Referees, State of Iowa vs. James D. Eads. et al.

126 The following are the propositions of law — as stated by the referees
themselves — upon which they based their conclusions:

¢¢1. That in strictness of Law, the Superintendent was not authorized either
to loan or to distribute the proceeds of the five per cent fund, eoming into his
hands, but that it was his duty to hold them (laying the matter before the
General Assembly) until some provision of Law should be made in relation
thereto. Neither Law nor Equity, however, would hold him responsible on this

account,

¢¢2  That the claims which passed to the Auditor of State under the Act of
the General Assembly of 22d. Dee. 1856 (Stat. 1857, 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 own action nor by that of its agents, 18
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 sustain the conclusion that in all instances,
the School Funds were used in the purchase of the lands sold by said Eads, the
Securities for which sales were by them delivered to the State as & for evl-
dences of investments of the School moneys.

“¢5. That the pretended loan by the said Kads of the Twenty Thousand
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 was taken, or where 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 may equitably be held 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 given for legitimate loans
and in bona fide transactions & to be properly secured unless the contrary 1S
made to appear.’’— Report of Referees, State of Iowa vs. James D. Eads, et al.
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Public Instruction, subject to the following execeptions &
deduections.”’

Ist. The Amount distributed to the County Fund Commission-
ers.

e T e e ey m——

J
2d.  The amount paid to the Governor, on the loan to the State, !
under the joint Resolution of July 15, 1856. |
5d.  The sums purporting to be loaned & in relation to which no
marks of bad faith appear.127 |
Under the rules above set forth the referees found, on ‘
January 11, 1861, that Eads had received and was account- |
able for the following sums : | h
Amount of the five per cent fund for
the year 1853 by United States Treas-
erers Warrant of 19 Dec. 1854, . . . .. $ 04,441.59
For the same fund for the year 1854 by |
warrant of Jan. 7, 1856............ $226,873.86 |
Interest received on several notes at
divers times .....................$ 1.209.93 n i
Making a total of ... ........... ... .. $282,525.38 | I[
And under the rules above named the | :
Referees find that said Eads is to be | 1-:1
allowed the following sums— | h
Amount distributed to the School | | f-";l
Flund  Commissioners of divers . }1
Counties ..................... .. $ 91,641.59 | ] ﬂ
Amount paid the Governor on the | o
loan of $100,000 called for by Reso- | |
lution of 15 July 1856, the sum of $ 40.000.00 | 1
And the sum of.............. .. ... $112,536.00
being the amount of ‘‘notes’’ pur- !
porting to be for money loaned by , ;
the Superintendent
$244.077.59 r
Which leaves a balance against Eads of $ 38,447.79 |
‘2T Beport of Referees, State of lowa vs. James D. Fads, et al. ;
|
VOL. X11I—16 {
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With interest at ten per cent from 1st
Aug. 1856 to 10th Oct. 1860 amount-
$ 16,126.65

eVl MY 600 O Oha s B 0 0. 0 5 O O 5 L0 00 €
Qaid Eads is not entitled to credit for

notes amounting in the aggregate 10 $ 41.418.87
Total balance against Eads........... $ 95,993.31128

In concluding their report the referees recommended that
the notes amounting in the aggregate to $41,418.87 ‘‘be
placed in the hands of a receiver to be prosecuted & that
their proceeds be passed to the credit of the sald sureties
as far as they shall have paid the judgment rendered agalinst
themselves in this cause.”’'?® In keeping with this recom-
mendation, Judge Springer on January 30, 1861, appointed
«« Joshua Tracy district attorney for the first Judicial Dis-
trict, receiver to take charge of and collect the notes and
morteages which the referees have above recommended
should be placed in the hands of a receiver.’”**®

Being ‘“desirous of discharging his whole duty”’ and not
wishine it to be said after the close of his term ‘‘that others
have had to attend to a portion of my duties’’,'”** Recelver
Tracy at once took steps looking toward collection by means
of foreclosure. At the expiration of his term of office 1n
1869 he reported that he had been able to collect by this
means a total of $13,093.96. Later, on November 10, 1871,
there was collected by process of execution on J. B. Dorr et

128 Report of Referees, State of Towa vs. James D. Eads, et al.

120 The notes for which Dr. Eads was not entitled to eredit as designated by
the referees were: R. W. Rothroeck, $2000; Leech and McFarland, $3000 ;
Boyles, Hugel and Stempel, $4000; A. T. Walling and Co., $2000: T. J. Cav-
enor (?), $7318.87; Thomas Snyder, $1500; K. W. Lake. $1000; Gilbert, Burns,
McBride and Paul, $600: James D. Eads, $20,000; total, $41,4 18.87.— Report of
Referees, State of Iowa vs. James D. Fads, et al.

130 Order of Judge Francis Springer appointing Joshua Tracy as Recelver,
January 30, 1861, in Department of Public Archives, Des Moines, Towa.

181 Letter from Attorney Tracy to Governor Kirkwood, January 14, 1861, 1n

]'}t*pul‘lmmlt of Public Archives, Des Moines, Towa.
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al the sum of $2961.00.%*2 In addition to this, Attorney
General Rice in his final report upon the Kads matter had
indicated a collection of $05,000,133 thns making, up to the
year 1872, a total realization of $71,054.96 by the State upon
the Eads loans, the greater portion of which had been col-
lected by execution.

In addition to the above amount in cash, the State had
taken approximately ninety city lots and thirty-five acres
of city lands in the cities of Keokuk and Des Moines, and
1236.25 acres of land scattered through various counties of
the State.’3* There is nothing in the archives of the State
Auditor’s office indicating that this real estate was ever
realized upon. However, if the State realized proportion-
ately upon this with other real estate sold under execution
its sale should have netted approximately ten thousand
dollars. This would bring the total net realization by the
State on the Eads loans to about $81,054.96.

How near this micht have come to balancing the claims
against Eads can not be ascertained without a computation
of the interest due upon the unpald loans. No definite in-
formation enabling one to do this 1S now obtainable. Per-
haps the most accurate approximation is that of a Report
on the Losses to the Permanent School Fund, made by State
Auditor John A. Elliott on February 24, 1870, in response
to a resolution of the State Senate 1 His estimate of
losses to that fund due to the FKlads loans and sureties was
$140,131.54. This amount included both principal and in-
terest due at the time and is perhaps a little high.

132 Report of Receiver I'racy, in Department of Public Archives, Des Moines.
lowa.

133 Letter from ;Xltl_}l'llt"}' General Rice to Governor Kirkwood. December w0,
1860, in Department of Public Archives, Des Moines, Towa.

3% Reports in Department of Public Archives, Des Moines, Towa.

1% Beport of the Auditor of State on the Losses to the Permanent School
Fund, P. 7, in Legislative Documents, 1870, Vol, IL.
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[t 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 defalecation. No two re-
ports agree in fixing the same sum as the amount of the
deficiency. The legislative Committee on Ways and Means
reported a shortage of $98,344.75, the report of Mr. Beck
fixed the amount at $65,423.79, the report of the State com-
missioners stated the deficiency as being $71,880.97, and the
findings of the referees fixed his defalcation at $95,993.31.

Mr. Beck’s estimate is the most favorable to Dr. Kads.
The report rendered by the Committee on Ways and Means
differed from that of Mr. Beck in that certain notes rejected
by the committee were accepted by Mr. Beck because of his
having obtained new or sufficient security. Again, the re-
ports of the State commissioners and Mr. Beck disagree,
owing to the rejection by the former of security accepted by
the latter. The conclusion of the referees differs from the
preceding three, since in this report 1s incorporated a large
interest total not found in any of the others.

[+ will be recalled that the report of the State commis-
sioners was accepted by Governor Lowe and Attorney Gen-
eral Rice as being the most conclusive verdict upon the
amount of the shortage. Upon the report of these men the
Attorney General based his eivil suit against Eads and his

sureties, and this contemporary view may be accepted as
evidence of its accuracy and reliability. Moreover, the 1n-
vestication leading up to the report of the commissioners
was most thorough, systematic, and extensive and 1t con-
tained within itself a ecritical summary and digest of 1ts
predecessors. If, therefore, this report 1s accepted as
authoritative the defalcation of James D. Eads will be found
to have been approximately $71,880.97, not including ac-
crued interest except as noted.
TaOMAS TEAKLE
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