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January 7th, 1919.
HoN. J. S. DARST, Auditor,

Charleston, W. Va.
DEAR Mn. AUDITOR:

I have your favor of January 2d, notifying me
that you had completed the calculations of the
amount of taxes due from the Public Utility Cor-
porations of this State, amounting to $4,&#39;50l0l,0*O0l,
and that you had sent each of them a statement of
the amount due. �

You say that it has been your custom in the past
to direct each one of these concerns the depository
bank in which you desired this money placed, and
the amount to be placed in each, and to be deposited
in such manner that the money paid into the Treas-
ury from each section would be deposited in the
depositories situate therein. You state that you
have requested, the former Treasurer on several oc-
casions to assist you in making these distributions
and that you invite and Welcome me to your o��ice
for this purpose. In your closing paragraph you
say: a

�I will further state that I am now and have
been glad to have the fullest co-operation be-
tween� your office and mine in the depositing of
all moneys over which your oflice or this o�ice
may have control, and We ought to be able as
public servants to jointly consult each other and
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Work together, to the end tha , the State may
have our united co-operation and judgment in
conducting this branch of the State�s business,
or anyother State business.�

When I took charge of the Treasurer�s office,
March 5th, 1917, I. found very much to my surprise .
that no Treasurer up to that time had ever at- :
tempted to deposit a dollar of the public funds. I T
found that the money paid by the subscribers to the a
Compensation Fund Was being turned over to the
Treasurerby the Compensation Commissioner and
that former Treasurers had been handing this, as
vvell asall other funds coming into his hands, over S
to you for deposit in the banks. The public: seemed
to think that you were the only o��icial entitled to
deposit this money. I made an investigation, and�
found that the law did not confer upon the Auditor
nor the Treasurer any authority to receive or de-
posit any part of the public fund, but speci�ed that
the person owing same shall make payment of the
amount owed to the State by depositing the amount
due in some depository bank himself. Thereupon I
addressed a letter to the Attorney�General, asking
an opinion, and the following was received in reply:

p December 29, 1917. I
�HONORABLE W. S. J OHNSON,

� � State� T reasurer,
�Charleston, W. Va.
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State Treasurer has the right, under the law,
to deposit in a bank designated as at State de-
pository, the moneys coming into his hands
from the Workmen�s Compensation Fund.

�I beg to say in reply, that all moneys belong-
ing to the State, whether coming from the
Workmen�s Compensation Fund or otherwise,
must be deposited in compliance with Section 2,
Chapter 17, Code of West Virginia. This statute
provides that these deposits shall be made by
the person owing the State, in some bank desig-
nated as a State depository, but I take it there
is nothing in this statutory provision, or under
the general principles of law that would pre-
vent anyone who desires to deposit money to
the credit of the State, to send such money direct
to you, thereby authorizing you, as the agent of
such person, to make such deposits in the man-
ner set outwin Section 2, Chapter 17 of the Code
above referred to.

� �Very truly yours,
�E. T. ENGLAND,

� � Attorney Gen.em»l. � �

After receiving this opinion, I at once began de-
positing the money received from the Compensa-
tion Commission. You immediately applied to the
Attorney�General to know if I could legally do this,

1 and was answered, as I understand, in the affirma-
tive. After you found that you could not deprive
me of this privilege by legal steps, you wrote the
following letter to every depository bank in this
State, with the evident purpose of decreasing as
much as possible the amount being turned over to
me for deposit:
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A �January 3, 1918.
� � GENTLEMEN :

�It occurred to me, as there is considerable
money paid from your vicinity for the Work-
men�s Compensation, it might be good business
for you to ask these people to deposit the money
due the State in your bank, and you then send
certi�cate of deposit direct to Commissioner�
Ott, and he in turn Will deliver it to this o�ice.

�This is the lawful Way for anyone to pay
claims due the State of W. &#39;Va., by placing the
money in some depository authorized to do
business in the �State, and send the certi�cate to
the proper person.

(Signed) �J. S. DARST, Auditor.�

Comment upon this letter is unnecessary. How-
ever, under date of January 7th, 1918, I transmitted _
the following letter to the State depository banks:

�DEAR Sins:
�I desire to call your attention� to the fact

that I have recently. taken over the depositing
of the funds of the Workmen�s. Compensation
Commission, which has since its creation been
deposited by Hon. J. S. Darst, Auditor, who, I
understand, has Written all the State deposi-
tories requesting them to use their good offices
to induce the sub-scribers to this fund to pay
their premiums direct to the banks instead of
remitting to the Commission as heretofore.
. �If the suggestion of the Auditor is followed

by all the subscribers to the Compensation
Fund, it will deprive me of a. privilege he has
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your bank securing the deposits spoken of in
his letter did not begin until I took over the
depositing of those funds.

�I trustsyour bank will not be at party to this
scheme, for I desire a; continuation of the very
pleasant relations that have heretofore» existed
between your bank and this office.

�I am trying to place the �nancial affairs of
this State upon at better business basis and to
this end solicit your co�operation and support.

�For the information of your bank and the
subscribers to the Compensation Fund, I am
enclosing you a copy of the opinion of the
State�s legal adviser, Hon. E. T. England,
Attorney General, showing that I have the legal
authority to handle these funds and for the
safety and protection of which the law requires
me to give a special bond of ten thousand
($10,000.00) dollars.

�Wishing you a prosperous New Year, and
with personal regards, I am,

� �Very truly yours,
(Signed) �W. S. JoHNsoN,

� � State T reaisuirer. � �

In your letter you invite and welcome» me to your
o�ice to assist you in making distribution among
depository banks, of the $4,500,000.00 due to be paid
soon by the Public Utility Corporations of the State.
This same question came up, you will recall, one
year -ago. I contended then that your system of
handling these millions was fraught with danger
and would result in endless chaos, and in order to
protect the State and taxpayers from the possibility



handling these millions, as follows:

of loss and the�.    noyance and �
rassment, I submitt o theBoard of Public 0
on December 20th, 1917, a resolution emio
my ideas of a safe, sane and business-like me

¢

�Resolved, That all utility corporration
this State be and the same are hereby reqc ,
to pay their 1917-1918 taxes, when due
check or draft, in amounts not t.o exceed $20,�
000.00, drawn in favor of W. S. Johnson, State
Treasurer, and forward same to J. S. Darst.
Auditor. And the Auditor is hereby directed to
transmit a copy of the foregoing resolution to
each public utility corporation.�

You opposed this resolution very bitterly. The
Board of Public Works, While expressing themselves
as favoring the plan, were of the opinion that they
did not have the authority to adopt the resolution.
You then proceeded with the distribution of the
aforesaid millions in the same manner as formerly,
Without, I might add, any request for assistance or,
co-operation from me. After you had completed
job, under what you term is the best system ever¥3t
devised, and which Yourecommend should not be
changed, I proceeded to check you up, and found

1.��That more than one million dollars had been
deposited in banks in excess of the banks� bonds,
for which the State had no bonded protection.

2.��That more than one-half million dollars ha
been deposited in banks Whose bonds had expire
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before the money was deposited. (It is an undecided
legal question as to the liabilit.y of a bank�s bond for
deposits made after the date» of expiration of same.)

3.��,-That at number of banks with good bonds did
not receive at single penny in the distribution of this
Vast sum of money.

4:.�i�-That after you had �nished depositing these
millions, I found that more than one-fourth of the
total amount of money in the State Treasury had
been deposited in the banks in one city of the State,
in Violation of Sec. 3 of Chap. 17 of the Code, which
says: i

�The money collected in any senatorial dis� �I
triot ofthis State shall be deposited in some
laWful�depository of State» funds situate there-
in.�

The Board of Public, Works, having their atten-
tion called to the over-«deposits in the blanks, passed
the following peremptory order:

�Order En.teir&#39;ed by the Board» of Public lW0rk.3
o J an«ua.ry 22, 1918.

�Whereas, a large number of the depository
banks of this State have a greater -amount of
money on deposit than is protected by their re-
speetive bonds, and While a large number of
said depositories have hot received and do not
have as much of the State�s money as their
bonds permit them to have; therefore be it

,�Rers0l»v«ed, By the Board of Public Works,
That the Secretary of this Board be and he is
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hereby directed to communicate with each of
the State depositories who now have an amount
of money in excess of their bonded liability to
the State and direct. them to forward the amount
now held by them in excess of their bond to
W. S. Johnson, State Treasurer, by checks or
drafts, properly certi�ed, payable to the Treas-
ury of West Virginia, with the endorsement on
face or back of same �For deposit only in the
State Treasury,� and that when said checks or
drafts are received by the Treasurer he is di-
rected to deposit them in some depository� or
depositories legally entitled to receive same.�

You state that you are now and have been glad to
have the fullest co-operation between your o�ice and
mine in the depositing of all moneys over which your
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funds in -a few of the largest banks for the pay-
ment of the current bills and monthly payrolls.

�This plan will, in my opinion, give the de-
positories a greater feeling of security in
handling their balances of State money an_d re-
lieve this oflice of a large volume of unneces-
sary work by reducing my active checking ac-
counts from 180 to a small number.

�,�In ninety-�ve per cent of the States in the
Union the State Treasurer has absolute control
over the depositing of all State funds, and while
this State is practically the only exception to
the rule, I feel sure you will gladly co-operate
with me in my effort to place the affairs of my
department upon a more systematic and busi-
ness-like basis.

�Kindly let me know if I may expect your as- -
sistance and co�operation in this matter.

�With kindest personal regards, I am,
� � Sincerely,

(Signed) �VV. S. JOHNSON,
� � T r ewsm"e*r. � �

The following is the letter to banks referred to in

the above.
� � GENTLEMEN :

�The distribution of the money in the Treas-
ury belonging to the various counties, districts
and municipalities, and the recent investments
by the Board iof Public Works, all of which
amounts to approximately $5,000,000.00, will be
withdrawn from the depositories during this
month.

�I expect to make this withdrawal in a man-
ner that will leave each county its equitable
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share of the balance remaining in the Treasury,
upon the basis of amount of taxes paid by same,
and the balance in each county will be appor-
tioned among the several depositorics in the
county according to the amount of bond given
by each. After this is done you will have a
balance of approximately $ . . . . . . . . .

�If I can secure the co-operation of the other
o�icials who have authority to deposit the
moneys received by them for the State and have
same deposited by them in afew of the largest
banks for the payment of current bills and
monthly payrolls, the balance in your bank Will
not be disturbed except to take care of some
future investments by the Board of Public
Works, and this would i be Withdrawn upon a
percentage basis and would not Work a hard-
ship upon any bank.

�This Will also relieve this office of a large
volume of unnecessary Work by reducing the
number of active checking accounts from 180 to
a small number.

�In the event the receipts exceed the dis-
bursements in the future, the excess will be
equitably distributed among all the depositories
from time to time.

�Trusting that this plan Will meet with your
approval, and with kindest personal regards
and best Wishes, I am,

� Sincerely,
(Signed) �W. S. JoHNsoN,

I
� �Jrcwsurcr. � �

I addressed this same letter to the heads of all the
departments and received replies from the head of
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practically every department but yours, in which
they endorsed my plans and pledged me their sup-
port. On March 20, 1918, you answered my letter
as follows: 1

�Hon. W. S. J OHNSON, Trea.szw*&#39;er,
�Charleston, W. Va.

�DEAR Ma. J OHNSON:
�I am in receipt of your letter of March 19th,

enclosing a copy of letter you have sent to the
different State banks which have quali�ed as
State depositories. �

�Thanking you for this information, I beg to
remain,

. � � Respectfully,

(Signed) �J. S. DARST, Aud�iitor.�

On April 9th, 1918, I submitted my plan to the
Board of Public Works for their approval or dis-
approval, with the following result:

�I, Houston G. Young, Secretary of State and
�hex-of�cio Secretary of the Board of Public
Works, do hereby certify that the following is
at true and correct copy of a resolution adopted
by said Board at a meeting held April 9, 1918:

(�Wk-6rV�6Ta8, Treasurer VV. S. Johnson has
communicated to the members of the Board of
Public Works and to the State of�cers charged
with the responsibility of depositing public
funds his plans of perfecting a uniformity in
the handling of deposits and disbursements in
the various depositories which will b&#39;e more in
lrarmony with modern and systematic business



principles and will permit the expedition of
business with less detail involved, which plan
we believe will have the support and endorse-
ment of the various State depositories, in that
it will� assure a greater degree of security and
stability in maintaining certain �xed balances
in the depositories; and

�Wh,ere:a.s, Treasurer Johnson has called up-
on the Board of Public VVorks for an expres-
sion of approval of the suggestion outlined by
him; therefore be it

�Resolved, by the Boarctf of PuI9lric~ W 0/rks,
That we endorse the plans of the State Treas-
urer in connection with the re�«�organization of
the system of depositing State funds, and while
we recognize the fact that no legal authority is
vested in this Board to change in any measure
the system �of handling the deposit, of rState
funds, yet we believe the plan will bring forth
good results, and we pledge the moral support
of this Board in assisting him in carrying the
same into effect. , 1 .

�Given under my hand and the Less Seal of
the State, this 10th day of April, 1918. &#39;

�( Signed) �HOUSTON Gr. YOUNG,
�Se=creitamy of State, and ea:-o�fcvlo Scores-

tawy of the Boaardv of Public W arias.�

And now, Mr. Auditor, permit me to quote» two
more letters, received and transmitted as late as in
May of 1918. The �rst, a letter from the Interstate
Steamship Company of Pittsburg, Pa.,, through its
auditor, and the second my reply to it, as follows:
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.� I �Pittsburg, May 29th, 1918.
,�TREASURER,L STATE or WEST VIRGINIA,

�Charleston, W. Va.
�DEAR SIR:

�The enclosed check No. 214 for $250.00,
covering License Tax, has been returned to us
by J. S. Darst, Auditor, requesting that We have
it made payable to his order instead of to the
Treasurer.  ,

�lnexamining our records to see What has
been done in the past, we �nd that the practice
has always been to make checks payable to the
Treasurer, which has been accepted by you and
the usual endorsement placed thereon. Not
having received a formal notice of any change
in this regard, and since the check has been
certi�ed by our bank and passed through our
records, ask that you please accept it in this
instance, sending formal notice to guide us in
the future. 1

�Hoping this will be agreeable, We are,
�Yours truly�,

�INTERSTATE STEAMSIIIP COMPANY,
�ELMEE E. TOEEG, Auldiitor�.

�Enclosure. � � §

To which letter,under date of June 4th, I replied
as follows:

� �INTEEsTA:rE SIEAMSHIP COMPANY,
�Pittsburg, Pa.

� � GENTLEMEN :

�I have your favor of the 29th, enclosing
certi�ed check No. 214 for $250.00�, covering
license tax which you say Was returned to you
by J. S. Darst, Auditor, requesting that same be
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made payable to his order instead of to the
Treasurer.

�I noteathat you say it has been the practice
of your company in the past to make checks
payable to the Treasurer. e t
  �Your method of making payment in this
case to the State Treasurer is following the
universal custom in practically every other
state in the Union, and should have been ac-
cepted Without any question by the Auditor of
this State. �

�An official receipt for this money Will be
mailed you within a few days.

�Yours very truly,
(Signed) �W. S. JoHNsoN,

� � � T 7�&#39;6CZ«87M�&#39;8�7�&#39;. � �

Regardless of the fact that you, in your reply to s
emy request for co�operati:on, simply ignored the
same, and regardless of the fact that you have used
every possible effort to deprive me of the privilege
of depositing any of the State�s funds, I am still
Willing and anxious to assist and co�operate
with you if it is your intention to inaugurate
devise and perfect a system of handling" the de-
positing� of this $4,500,000.00 that will be safe and
business-like and will at the same time protect and
safeguard the interests of the State and the tax-
payers. But I most respectfully decline to be a
party to any plan, custom or practice that is sure
to result in chaos, confusion and the probable loss
of a large sum of money to the State.

Most sincerely yours,
W. S. J OHNSON, Tr*easm*&#39;er.






