:l'\i.'l.'~~i\1' I o not find anything inthe laws of banks o
diseomut and deposit Hmiting the amoant of loan other than o
stockhiolders aod probably a large Yo to o resaonsible person

ilered excessive, bt under the law regarding

276 of the Compiled Taws, being a later

i-!'l:ll N Iwr iant

McDonald’s Record

He Makes It An Issue--The Republicans Accept His
Issue With Pleasure---There are Volumes of It
deposit

The Long Crooked Trail Which Forms

~McDONALD’S RECORD-- ' imi

sivings hanks, See
lnw than the one in which this bank was ineorporated, it is
evident that the legislatore thonght that no one person shonli
e permitted to horrow money exceeding ten per eent of {h
capital stock actually paid in. While T stated that probably that
Ly does not apply to this bank, vet it 15 manifest that some of
this Inans

HPC eXeess

e and they apparently have no seenrity

TERT: that there has heep eonsiderahle
ingerlery: regarling

LEREHLS

Nein prent
The anilivedual deposits and certificates of
amonnt g awer 8
this runs the amount of indebtediess
over $200,-

report shows that there s really not over

®

Wi sl to nay these ¢laims.

Fulivnet eare oo further diseuss te

It is Found in Connection with the First State Bank of Las Cruces, the s BRI liadlose fae wonaiian T e st ek
Reform School at Springer, the State Land Leasesin Which He oo Ladiove that i

ARETR N

Wt s v enn T
in the interest of all af the creditor: of

P Eas Croees that the Praveling Andipor

the amount of eazh on hand and in the,

he is doing business; that he not grant such large lines of
eredit to people to whom he is indebted for some of his larger
deposits. T should eriticice severely his loans to himself,
family and immediate relatives and should insist that they be
taken ot of the hank or reduced consideral!v at any rate.
I find that his mother, Mres, L, B. Smith owes 84130.00, his_
brother C, T1. M. Smith, $6020.00 and his own notesamount
L Sgoon.on, 2 $4300.00 note being in the loans at the date qf
my examination atd another note of his for like amount car-
ricil in the eash and which went into the loans January toth.
Mr. Smith insists that the notes are good but T do not think
they are desirable loans,

I should insist that the overdrafts be kept down, I think
the list of overdrafts which are made a part of this report can
Lie collected hut 4077 of a hank's capital in overdraits should
not he tolerated. 3
The Conrt Costs, Interest Patd and Fxpenses Accounts

are in excess of the profits $1370.90. this is caused by not

chinrging the December expenses il after the first of
Litaey, thereliv making a better stitement Dee, 31, 1013
Phe sieeonet with the Toyah Valley Bank, Balmorhea,

Fesns s earricd ot 8328720 this aceount was opened Feb.

'- . . L - - ) 3 : . )

Is Personally Interested, His Pardons at the Penitentiary, His frarh] nelitely take such steps s are soguirel 1o comred v, 1013, with  deposit of 85740.45 and has not changed in
Manl!}lllﬂll{)n Df COllllt}' Road Boards, HlSEXpendlture Of f-\.._ " -,.;I,{_I'{,I'.,",f ‘];“I' .I].; Ilr1'.|j1:-l.l.rt..:i,-ll--“, .].I.T..::...lw:r-!.. [’-—\‘frl:]:(‘!:'l: i st \.\ exeepting the i1m-l|f‘1 .-;'(-;Iih ;m;! i t_“ll:lr.{_fi_‘.fjf
= = - 5 - e . ey . "_ i alls il " S2300.00 Ty 12, 1013, this  charge  slip 18 carriec
COﬂtlnan{ hxpen;-e F UHCIS, HIS LOHVGI’SIOH Of the Sl‘le8p el ineduice their excessive loans , i fhe cash therely  showing the cash on hand  Dec
< S . I Nape that T have not encroached upon the inrisdiction of o AT e * 5
Samta:‘y Boarfl ]nto a POllthEll MaChlne, Why He any other person in perspnally: addressing this letter to vou, | '.‘[’.]"* " “”:1 "\' i:ll:”:l}‘“ First State Banke. T o
y = . E [ Tool Wl This nAtteT opan mittors ot thie clirtaolsr 1o wf TR | \ 1w TS ofiale Dank, uewmmeant,
\' (‘t(JPd (’ertal"' Bl]]s? Why He Made Some Ap. ieh sertons 1mip -1||.'tl1l'u.' (0 :iu'r];t'-n'hh‘ that it -\!1-,1':.#] ;k‘T callod D=2 Sos an aceonnt with defunet bank., 1 amina oS-
s ve 4 > F C e 2 _.. - wnedintely o the attention of the Chief Fxeemtive of the 00 1o kinow that this hank will pot pay over 30 per eent to
pc.).mmt,nls AES i'.i“ i thC Record n the PUb State. Tt s apparent to me at least that the Tas > creditors if this claim of the Las Croces banl: is a just one,
]IC Recol.d and Prlva[e Flles and HeCan Have Criwes  Pank is being  exploited in the same man- | \\"[]_ sav 1hat H‘n- ]\'r.-pi\f‘l-r of the First State Bank, Tpvmni

. . nerexactly as owas  the First State Rank af  Tue- ©000 i sning this hank for approximately $17000.00, that
AS MUCh Of HIS Record as He DCS"'CS"' jumeart,  and heing a stronger  institution and heine rmily believe that a judgment will he obtained against this

Hocated in the field of exploitation Tonger than the Tuenn-

Many of the Traveling Auditor’s Re-
ports are “Not Available”--but There
Is Plenty Left--Plenty of

McDONALD’S RECORD-

the Presi
el s ad
Ptk it
FFirst State Bank o Toeumcan
e that the First State Baok of “Pectiicari was not a peuy-

cart ank, ot it is evident that unless some drastic measures
pare takeent that it will run the same conrse nltimately as did the
Tucimmeart hank with far more disatvions resnlis

I have great comfidence in My, Mo yrtye's report as T 4o
It hesitate to say that he is one of the e competent ae
peountants with whom T ever had any dealings. and all who
know him certify to his absolute honesty and impartiality.

I 1‘“]\" that vt will naot constler e 111'('-:-1:']|Ii-~||- §ll nny
Pwav an potting this matter direct'y beiope vob, as T feel shatl
vou shonld know the condition at nnce. '

Moping to hear from vou regarding this matter and with

-

lent of the First State Bank of Las Cruces subseril-
I heill twenty-five shares of stock of the First State
one [y Sperrey also helil stoek iy the
When these partics ascer- F114est personal recards, T heg to remain.
\’cr_v rrul_!' vinrs,

RIEED TTOLILOMAN

GOVERNOR McDONALD'S DENIAL
DOES NOT SQUARE WITH HIS
OWN LETTER, THE REC-

| tctmvieart

g mstitition they forced Thugh Swiit o ake up their stock
D, OR THE TEST[MONY artt] D panedd e dhrecred that the parties be paid for their stock
er nkoal :i v J-r vy hield tn 1I1; t]|'|l|:'i-- I-l-l'.l-ugillj_lg 'Tui |l|:' I?H'\I REPORT OF J. W. MCCARTY ]
OF HIS ADVISERS AND State ok of Tocumeari Vs Swift's personal note of Ticimmeatt. N A

Sroeooon wis i ont of funds of the First State Dok of

AUDITORS. getmcirt beld co Las Croees, none of this was done by the ; Tanuary 12, 10914
et ol or with the knowledge of the Board of Direet ors II”“_I'” I";"_"t."l' Fsq..
{ithe ISt Stite Bak of Tremmeiri. Fraveling Auditor and Bank Fxaminer,
I s Key note speceh gt the "Il:'liill‘_:‘ ol the Stbsequentle T filed o st ontbehall of  the Receiver Santa Fe, N. M

agin=tihe st State Bank of Tas Crices 1o receover tlie sum Sir:
vl claim to be illegally paid on the personal accaint of
Vi mvestigation convinces me that the Jaw was con- Iirst State Bark of Las Cruces: Las Croces, N M., January |
the | .
. .. B Iy wNeser 6o 1
“Muech s heen said about the failure of the oo e o, 5 1

Demuoeratie State Convention Governor W, C,
Me Domald had the following 1o sav relative to
the detunct First State Dank, of

\s requested by von, T marde an examination of the

[.as Cruces. lir=tve 11 st State Ptk of Las Croces haed no autlor=' 10, 1914,

iy the personal indeltedness of any person; Following is a statement of condition of this haul: at
ring tolthe First State Bank of Tacumeithe close of psines Tanvary . 1914

I‘-:.IWI State ank ol l.as "Illll'l"—. Reckless I \ssels,

statentents have heen made regardless of the . th f- tern -‘»]r'. court T i‘!. It ;\'mitlfl was :.rul'?rl.r-l [omns & Diseonnts smi_‘..—,.ﬂ.q;,'
¥ o 1 i = Lt Jury i ! 0618 i B L} ¥ WA Wb an i g I I

truth eharedne that this wis 1 political hank : fan ARy \ "'_"."m . 'f r embezzlement and for oyger e frs 1220600
THAT i e e ercrats ovanspreaey tooetibvales and its atorpess filed aorequest with Euriitire and i Dl tires foamica
| J il I \\ S ’ | ( s‘l |'1| \ | \l' l.{',’\ “ \\7- the et wsking for the fght e eximime the ks of the First Renl t'll.- . 1,,:"-;;:;"':'
1 5 G S0 T VNt Rl i 7 0 U e TEFCIBPANK AVAS IN-Siate Bank of “Hucumiemnr s hat wis wranfed with the eomli=-, O o ; t . =
SOIANTENT That this bank was ever used ! e & part oi the court order that we shold have the ‘1'””” S e
. . el at any fane to esamine the ooks of the First State Bank =Xpense 75293
for the benefit of the Democratic party, I chal- ' ] N Ll J Rl (o ot ML ST, 000,32
of 1 Urtioes Fhis was not only aiude a condition by the ' . ) D=
Ienge anyone to pl‘OVE, a.l'ld l DENY AS AB' ot T wa |__I'.':'._' i i D eonrt I attorneys ,,f 'l‘ H e T:.’I'.IL' & T o !I I‘i‘in. _';l'_!.:f
SOLUTELY FALSE THE STATEMENT I smithe presulent of the Las Criees Bank \ conple of iy Natl, Rank 03.01

ago Dl M LW MeCany appointed Ly Tudee 1iel Tovah Vallev Dank, Balmorhea, Tex. 3428 72

THAT I EVER KNEW AT ANY TIME -

ber CXTITITIN he hwwks of 1w bas Cni Cus By 3 W Wl TS l‘“.' » i i, Tue il ". .‘.3,-‘”'
PR!OR TO THE CLOSING OF THE Llist \"n'”- r el o -rr' -T: 1 | I"l]i: ‘ :hl l‘i_‘[’]’h ’|r'1H ‘l\:lllliftu :'iT' : 'I'l-m(-l‘-;1|ll\v- ‘l“ s ’l” ‘l-":"‘ 5=
k™ TIICC S G Darosgesd s 0 ikt s exanunatim. h v s @ NIVOS 323.25
BANK THAT IT WAS IN AN INSOLYV- otficials of the bank refused to permit Lim to have access to Collection \cet. 2128.73
ENT CONDITION. The records and reports cortiain hooks which he desired. I took the matter up with ' Cach 11.312,50,

Larnest and he consented 1o deputize Mr, MeCarty to make
the investigation provided Jndge Lieh renquested him to do sis,
Indge Tieh by wire requested Mr. Ernest ta make appoint-
ment, pdl Mro MeCarty proceeded (o make the examination. Tiabilities

are available for the proof of the truthfulness
of this statement.”

WHAT GOVERNOR McDONALD’S OWN

Total 8240504.78

LETTER SHOWS lam enelosing herewith a copy of the report made by Mr. Me- Capital S300600.00

* Carty to M. FErnest. 1 obtaaned an order of the court o he- Surplis 3000.00

m the 15th day of January, 1914, Hon. "l'“ gRte E,‘ requiring Mr. McCarty tu turn over to, Undivided profits 43.39
o iallionaan addressed the followine let- t”u lu_‘u er his report of Tos investioation s that was Gane o Tiit. & Disconnt 123.11
- - 3 . ™ . LIS l ronest regqirested ”.'.'l' the |'l.‘i'hll‘| 1 hp |]1\I|]-‘_:{'|T for ZHE1A T 'Il'il'l"l' r]nq

ter Lat ctop ' ||1l‘ II’”““-”IL“‘ r“!”'rt to Caow, | ps e nless Iy ¢ of the eonrt. Mre, MeCarty doe- e | : | o 1 26 l(}“‘f"l

! l ) 1 1 i il depositors 010,
.h- I 1"' TR I ||11' Il'l_'.l'!' .'Illl! |h(' }'{']ll‘['s Femew that T oam senid ne vomn ks comy, n I ars ol e it o (ot I|l it 114‘{- :’4
il i vy vodition ert. depos
shin . t=ively that  the TFirst  State I thivk 1 ve statement will show that the Teereives Cashiers checks 244738

T .'I e I.Il'it t‘l" 1(.11“.[- - o v "I i‘ L Wik s 1w L = haerrive Dl Pavable 42000.00
i bk G 5 . of the Fiest State Bank of Tocumenri, as Receives bos govepy 1 Bavabi E ‘
ani I recerved hy the rovernor and vial intercst i the condition of the First State Dank of las —_—

L 111 srsideration by him 1s shown Iyy Cormees, dor o we are sieeesstul in abtiining sdorag whicly Total S.Etl'i?ll.z.:'«q

: 1 v . oweexpect to be, we desire that we e able to eollect the <ame
i vinent of the same wrilten on e g AINC, ) . —

o T i 014 1 .T T and 1 think that o perusal of My, MeCarty™s pepirr will show Not liaving the anthority to convene the Board of Direc-
i S ") ATy, l ] ., ten months he- wilnsively thit the First Stéite Banle of Les Crines s af this I hiad na way of .'\rri\'in_gr at the actnal valne of all the
i | ~tite: Bank closed. which alsa sine practically in an fusolvent condition.  Not enle is it in| vy fies o this report is based on my own actual knowledge of
follon | dhoof which Tetters were of fered #n msolvent condition, bat it seems to be min for the interest tlie nesets.

1 ex e nd made a part of the records ™. 5" ']', ’_"]T‘ 0" ,I,"'_.'I.‘ CAREINE: A (G AN I‘ resident MMiere are numerons excessive loans; l'ﬂ"r:\\ tng is a list
sl 41 I the First State Bank was FRUSIA SRR TR R Smith and his immediate family af notes which T wonld suggest be reduced within the next
whs ! . A ! AR ALLLUIRA L Mr. MeCarty's vreport shows that T, 1. R Smiith owes Fl
under imvestigation i T'.."L' il 1.as L riwes over ':li‘l'l{)fll‘hl I have made ensil- Clary ]I‘I!"]! S?T*”-'"’”
'q erable myvestivation as to the financial vesponsibilifc of My ' = 2
. DO : - " y e : [lewellvn M. O, 7000.00
HOLLOM’;N S LETTER TO MC NALD Stnth tor the rensom that he owes the Toenmean baa's mor Norwoew] T.. M 200000
[ a " . - . -, ' (A | - . A
| TSR . P B TETR C 1an 82,600 My information that has been furnished me ! 2.4%0 &
- . . | Sperry Fay 12470.51
| ' v othe prtvileoe of wettinge soay recardinge RTINS whio shonld e in g sItion o Jer oW, comvinees me' T bl R |-0.I'~|n
coanditi of 1 | Stite Dank of lLas Croces In ondes ! the notes are nat worth the paper on which thev are -.1-1”‘ : ;ﬂ: (o
that o will that T ami presmmnt iy doine: this, [ Wt Azain the President of the Las Cruces Dasl:, T H. %M.”[i { II- i R
heo 1 L et tor o s omt of 4 contre. R Smith, is indelugd directly and indirectly as endorser, in’ Sith TR H. 000000

¢ lcave | | 3 s ot of a4 comtro- . : ) L b e T z
Versy exiatit pevn Rome 10 N o Recelvnt- 6l Ahe the simm of over $1.000,00 to the Las Criuces Bank. and he is .Ir.mm rsley T, M. 5000.00
r - ¥ . ! o te. Bank of tndebted to the First State Bank of Tucimenri, michding Mhompson M. . 4000,00
virst Sate D mmecars a 1 State Bank of . _ - e 5 ; e gy : .

Tas Ciiwes DAY= DONER (CSLY. & W all ki !"hh_ o certai GRS N the The following notes are bad and uncollectibile and shonld
< Wes, e - Barll b i ol im of over Siooooon . | have iformation that he is In Hetcharied Gl
e Cetaber 2nd the Farst State Bank of Tucumeari ¢los- iioanion al Muskogee. Oklahoma. with some per L SRS ’
i tigation at Muskag clahoma. some person claim- iy 3
el s doars. Tt was absolutely insolvent and practically all ol . e . : = I : f IHngh Swift $7000.00
% ! : / . g Judgment for 830,000 and that there is a probability of fid ; ‘
its rescurces leud been dissipaterd, Mro [dnohoo was appoinge .7 © = . _ i : - Menefee G. N, & Huch Swift 3000.00
5 ¢ - s recovering the same, amd that if he does receive judement ' = T N 100004
by e e " LA AHER ettt nATe ' tho et _ Aan . ; 00
ed by Judge Licl Recetver and T owas emiploved by him the indgment will likely e paid : in that case e will probably Fvans Geo. W. Jr.

S ries Al e acted in t 1 apaciy sine - 1 ' . . -
;‘ ﬂ.”“ ney, and TI‘I\ acted in that capacity since that time I helieve that the following notes are doubtful and can-
nomvestigation ol |

the onginal capital paid

5 he solvent, bt as the matter now stands his solveney depends
e two banks shiow me conclusively that || X

. > § - o the uncertainty of a law suit,
for the First State Bank of Tucum-

That there is an absolute violation of the State laws least 50%.

not he collected in full and that the 1<z on them will be at ...,

Banle Tor abont Stooonoo. 1 this should oceur this asset
of the Las Cniees bank will he cancelled and they will have
an additional lalility of s810000.00 and in such event the
hank will be insolvent, !

The acconnt with the First Trost and Savings Bank,
Tuewmears, §323.25 should be charged to expense, this ac-
connt s expense incurred in obtaining a character for a Trust
Co.. in Tucmeari and the above Trust Co,, is not operating.

The Collection aceount of $2128.73 is composed mainly
of a collection on 1., B. Smith, Marietta, Okla, for $2127,23
charged out Nov, 22 1913 and 1 <hould insist that some dis-
position should be made of it immediately.

The cash is as follows:

Cnrrency $1766.00
(ol 165.00
Silver 1003.15
Cishi Trems 1288.35
Note 1. R H. Smith 4500.00
Charge slip on Dalmorhea, Tex 2500.00

$11312,50

In the cash items of $1288.35 is a check for $452.00
pated Iy the hank for a saloon license which the Cashier ad-
vises me was necessary to protect their interest.  This item
should e taken out of the cash,

I made a list of the outstanding Certificates of deposit
ardd Cashier cheeks and these aceonnts are in balance and the
lists are mhade a part of this report and enclosed herein,

There 15 l-111-t;{1ltﬁ|1[: Syz000.00 hills [layilh]c of this bank
whicl are issued to the following :

ITager W. N, S23000.000 Amount of notes pledged as
collateral $33050.50.

Tesx. Dank & Tr. Co. El Paso 1000000, Amount of notes
pledeed as collateral $15168.48,

City Natl Bank EI Paso §7000.00, Amount of note as
cillateral $10724.82

The actual cash and sight exchange 1= abont $10193.00
which muakes this lank's reserve about 774 %

Copservative estimate of losses:

Laoss in Loans and Discomnts, £16000.00

0% Inss in aceount with First State Dank, Tucumeari,
et eonsidering suit of Receiver, 6000.00

The Surplus is impaired $1644.20, expenses in excess
of earmings.  Considering the above T would suggest cal-
ling a special session of the Roard of Directors and levy an
assessment of 75% on the Capital Stock. T am sure that there
are other losses in the loans which will show up when' these
loans are examined in connection with the Doard of Direc-

toirs,
Respectfully submitted,
J.W. McCARTY,
Examiner.
McDONALD’S LETTER TO HOLLOMAN
“Santa Fe, N. M., January 19, 1914.

My dear Judoe :—

"1 have vours of the 1sth, which T have mead over care-
fully, also the report of the bank that vou sent me. I quite
well understand the importance of this case and have already
taken it np with the Traveling Auditor,  Some action will
e taken very shortly toward an adjustment that will put
the bank in better shape, if it is possible to accomplish that
purpose. I assure you T appreciate your full statement of
the case, as it gives me a better understanding than 1 have
ever had before.  This matter has been up for some time
and 1 hope for a satisfactory solution or arrangement very
shortly.

Sincerely yours,
W. €. McDonald,

Governor.”™

MR. EARNEST’S TESTIMONY

Governor MeDonald's Traveling Auditor, Howell Earnest

testified at the investigation in part as follows:

{ Ouestions Attorney  Holloman answers Ly Mr.

IEarnest).

by

€1 Now, then, vou did go to Las Cruces in January, 19142
Y Yes, sir. January 3oth.
). What was vour purpose in going thre?

v D went there for the purpose of ascertaining. if possible,
e vonditon of the hank, the condition of the paper as shown
e conbined report of the two examinations, the examina-
nons miade by Mr. Wooters and Mr. McCarty.

cArs En.,-a-: r!-a!._r I‘H 8 p:sl:l ._-u.,__!hr hank at 1 m":‘nnv:l‘rt lmf‘tlml i uianifest s the report Under our law Section 253 Miller 1. P. 81000.00 (v The Gevernor went with ."""?

the |‘2“—‘1 State i,m‘k of L.as Croces gave the First State Rank of the Compiled Laws, the stockholders collectively can not Smith C. H. H. total ©020./0 " Ves, sir, he was there.

of Tucumcari credit for the amounts heing :ll'ﬂ-:)llt $16.000.00 be indebted to the bank either as personal security or other- - ) I¥d the Governor oftei @ with you in investigating
Hugh Swiit, who was the President of the First State Bank '+ 20 amount exceeding $12,000.00, and we would see The losses in the Loans and Discounts are at least ;e 1aniks? i

of Tucumcari, gave his personal notes to the First State Bank ., the report that they are indebted to the bank in more $16000.00. | -\. No, sir. - R |
of Las Cruces in the sum of $10,00000. T. H. R. Smith. thap twice that amount. g I would suggest to Mr. T. R. H. Smith, the president of | Q. Is that the only time he ever did?

Az, sone of the loans seem to my mind 1o be greatlyithis bank, that he confine his loans to the community in whick |
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