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Rules for Redemption Reveal Coupon Note Issue
By Forrest W. Daniel

The form letter returned with payment for damaged
notes redeemed by the Redemption Division of the
United States Treasury after April 21, 1865, carried on
three of its pages the rules for redemption of the vari-
ous types of currency then in circulation. There were
specific differences in measurement rules from those in
use today, as well as certain other details.

Special instructions reveal an issue of two-year, five
per cent, coupon-bearing United States Treasury Notes.
Coupon notes of this type are not listed in Paper Money
of the United States, by Robert Friedberg, Fifth Edition,
so these unknown notes will be discussed in detail later
in this article.

The Redemption Division worked under these regula-
tions:

Rules for Redemption of United States Notes

I. Notes presented for redemption, of which the abrasion or
loss of substance from the corners or edges does not exceed
one-twentieth of their original proportions, will be redeemed
as entire notes. When of the issue known as Demand Notes,
they are receivable for customs duties; but when Demand
Notes are mutilated to the extent of one-twentieth or more,
they can only be paid for under the rules, as ordinary notes,
in lawful money.

II. Fragments of Notes will not be redeemed in full, except
when proof is adduced by affidavit that the missing parts of
such notes have been TOTALLY DESTROYED, and stating
the cause and manner of destruction. Less than half of a
note is not redeemable at all, unless accompanied by such af-
fidavit when presented by the holder. The character of the
affiant must be certified to be good, by a magistrate or other
public officer.

III. In the absence of such affidavit, fragments of notes,
exceeding by measurement more than one-half their original
surface, will be redeemed in their proportion to the whole
note; reckoning, as a general rule, by twentieths. (See dia-
grams, subdivided into twentieths.)*

IV. Mutilated notes which have been torn no matter how
much, but of which all the fragments are returned—or defaced,
no matter how badly, but are certainly genuine—will be re-
deemed at their full face value on presentation.

V. Fragments of notes for which less than the full value
has been paid, will be retained six months, to enable owners
to return to the Treasury missing parts of such notes, and
receive the amount previously withheld.

VI. Mutilated notes and fragments will be redeemed only
at the Treasury of the United States at Washington. They
should be forwarded to the "Treasurer of the United States,
Washington, D. C.;" with the name of the owner, the names
of his or her post office and State, and the nominal value of
the amount remitted, plainly written. A draft on the Assistant
Treasurer at New York for the amount allowed, returned by
mail to the address of the person remitting, is the customary
method of payment.**

Redemption of Mutilated Interest-bearing Notes

The rules above embodied for the redemption of mutilated
Legal Tender and Demand Notes are likewise applicable to
mutilated Interest-bearing Notes.

Separation of a coupon from a two-years five per cent.
United States Treasury Note renders such note no longer a

legal tender until interest commences on the next succeeding
coupon attached to the note; and the separation is such a
mutilation as to make it redeemable only at its face value
without interest, at this office.

Coupons of two years five per cent. United States Treasury
Notes, that have been separated from the notes of which they
constitute a part, are of no value except when the holder
presents such coupons for redemption, with the notes to which
they belong. Coupons should not be detached from the five
per cent notes to which they belong, except by a Government
officer authorized to redeem them at maturity. But coupons
of 7-30 U. S. Treasury Notes and of U. S. Bonds, may be
separated by the holder of such notes or bonds, and they will
be redeemed at maturity without presentation of either the
notes or bonds from which they have been detached.

Rules for Redemption of Fractional Currency

I. All Fractional Currency, not mutilated, when presented
for redemption to an Assistant Treasurer or Designated De-
pository of the United States, or a National Bank designated
as a Depository of the United States, must have been assorted
by the holder, according to denominations, with the faces
and upper sides in corresponding order in the packages. There
are three different kinds of Fractional Currency in circulation,
and they should be assorted by holders, each kind by itself,
when presented for redemption.

II. When presented in sufficient numbers, each package must
contain one hundred pieces of the same denomination; it must
be securely pinned, with a paper strap at least one inch wide,
and on the strap must be written, in ink, the number of pieces,
denomination, and the name of the owner.

I I l. The entire deposit must be securely done up in one
package, and upon the wrapper, endorsed with ink, the date
of the deposit, the amount contained, and the name and
residence of the owner.

IV. No less sum than three dollars will be redeemed, and
packages will be paid for in lawful money of the United
States, in order as to time in which they shall have been re-
ceived, as soon as the currency can be counted and passed
upon.

Rules for Redemption of Defaced Fractional Currency

Fractional Notes shall be redeemed, if not mutilated, by
any Assistant Treasurer or Designated Depository of the
United States, or a National Bank designated as a Depository
of the United States, in sums not less than three dollars.
Defaced notes, if whole, are not considered as mutilated; nor
is an evidently accidental injury, not reducing the note by
more than one-tenth its original size, regarded as a mutilation.
Mutilated Fractional Notes will be redeemed at the Treasury
of the United States, at the city of Washington, under the
following regulations, established as necessary guards against
f raud:

I. Fragments of a note will not be redeemed unless it shall
be clearly evident that they constitute one-half or more of
one original note; in which case a note, however mutilated,
will be redeemed in proportion to the whole note, reckoning
by fifths, except Three Cent notes, which will be reckoned
by thirds.

II. Mutilations less than one-tenth will be disregarded, unless
fraudulent; but any mutilation which destroys more than one-
tenth of the original note, will reduce the redemption value
of the note by one-fifth its face value, or if a Three Cent
note, by one-third its original value.

Ill. Fragments of a Three Cent note will not be redeemed
unless such fragments constitute fully two-thirds of the note
in its original form.
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IV. Mutilated notes presented for redemption must be in
sums not less than three dollars of their original value.***

All Government Officers will receive for public dues all
United States Notes of the several kinds, and on account for
which they are respectively receivable, as per Treasury Cir-
cular of October 9, 1862, in explanation of the Rules promul-
gated May 18, 1862; no matter how badly defaced or torn
they may be, so long as their genuineness can be clearly
ascertained, and so that it is certain that not one-twentieth
part thereof is missing. But all such notes as are unfit for
re-issue, so received, should be kept separate and distinct, and
as occasion may require, be returned to the Treasury of the
United States to be retired from circulation. Fractional Cur-
rency, from which not ONE-TENTH part is missing, will be
received in the same manner.

Treasury Department
Washington, April 21, 1865

The foregoing Rules and Regulations are hereby approved.
All Officers of this Department are required, whenever any

spurious note, purporting to have been issued by the United
States, shall be offered to any such officer, to stamp thereon
the word "Counterfeit."

After several years the rules, or the enforcement of
them, changed certain practices. The deduction made
from the face value of all United States notes and frac-
tional currency for the proportional parts missing from
mutilated notes was discontinued. While that rule was in
force the deductions amounted to $227,044.14—clear
profit to the Treasury. By 1873 the practice had stopped
entirely, but Treasurer F. E. Spinner asked that the old
rules be reinstated because it was possible, under the
new rules, to mutilate notes in such as fashion as to cause
"redemption of a larger from a smaller number" of
notes.

He cited the special protection given national currency
notes in the National Bank Act: "That every person who
shall mutilate, cut, deface, disfigure, or perforate with
holes, or shall unite or cement together, or do any other
thing to any bank-bill, draft, note, or other evidence of
debt, issued by any association, or shall cause or procure
the same to be done with intent to render such bank-
bill, draft, note, or other evidence of debt unfit to be
reissued by said association, shall, upon conviction,
forfeit fifty dollars to the association who shall be in-
jured thereby, to be recovered by action in any court
having jurisdiction." Spinner recommended that such
a law, where applicable, with an additional clause de-
claring it forgery to mutilate any United States notes
with the intention of making a larger from a smaller
number of notes, also be enacted for the protection of the
public interest.

Two-Year Notes of 1863

The Legal Tender Act of March 3, 1863, authorized the
issue of $400,000,000 Treasury notes, with interest not
exceeding six per cent per annum, redeemable in not
more than three years, principal and interest payable in
lawful money, to be a legal tender for their face value.
In compliance with the act one- and two-year notes were
issued at five per cent interest to a value of $211,000,000.
Two-year notes worth $166,480,000 were issued between
July 1, 1863, and June 30, 1864; and $44,520,000 of one-
year notes between January 1, and June 30, 1864.

Two types of two-year, five per cent interest bearing
notes were circulated. The $50 and $100 notes without
coupons were legal tenders at face excluding interest.
Since interest on them was payable at maturity it was
expected that they would be held from circulation to
secure the interest. These notes are pictured in Fried-
berg's fifth edition and listed extremely rare, with the
$100 note being discovered in 1961.

In the fall of 1863, the Treasury was forced to borrow
money from the banks to pay the troops, the loan to be
represented by five per cent legal tender notes. The
bankers insisted, however, that the notes given for the
loan bear six-month interest coupons, resulting in a new
design. Those notes were issued in $50, $100, $500, and
$1,000 values and proved to be an unusually unsatis-
factory form of currency. Statistically they are often
combined with the maturity notes and therefore indis-
tinguishable in the records.

The two-year, five per cents had unique characteristics
among coupon notes. Secretary of the Treasury Chase
ruled that the coupons could not be removed from them
for redemption except in the presence of an officer of
the Treasury or of a national bank, if a coupon were
removed before the specified time the entire note was
no longer a legal tender until the interest period of the
next coupon began, and that any separated coupon had
no value unless presented for redemption with the note
to which it belonged. The notes were freely paid out
until the time for an interest payment approached—
then they were hoarded, the interest collected, and the
notes returned to circulation. The result was an unfavor-
able periodic expansion and contraction of the supply
of currency. Circulation was also affected by interest
rates on short-term loans in the money market. When
interest rates were five per cent or less the government
notes were held; when they rose to seven or eight per
cent, the notes were exchanged for higher-paying securi-
ties.

Treasury officials decided the coupon notes had to be
retired as rapidly as possible, and since the coupons
had to be removed by an official for redemption, redemp-
tion of the entire note was facilitated. They were re-
placed by the three-year, six per cent compound interest
notes which were payable at maturity. None of the two-
year coupon notes are presently known to exist. Fried-
berg lists two-year notes of $500 and $1,000 but does
not designate them coupon notes; neither are the $50s
and $100s of this type mentioned.

The total issue of interest bearing notes authorized on
March 3, 1863, was only slightly more than half the
amount permitted by law, as noted earlier. Total issues
of the two-year notes are:

Maturity Notes	 Issued

	

$ 50 	  $ 6,800,000.00

	

100 	 	 9,680,000.00

Total $16,480,000.00

Coupon Notes	 'Issued

	

$ 50 	  $ 5,905,600.00

	

100 	 	 14,484,400.00

H. MCCULLOCH,
Secretary of the Treasury
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500 	 	 40,302,000.00
1000 	 	 89,308,000.00

Total $150,000,000.00

The total issue of coupon notes was more than nine
times that of the maturity notes, but the unusual redemp-
tion requirement and higher-interest replacements con-
tributed to their early retirement. Within a few years the
total of outstanding coupon notes was about half that of
maturity notes, and the total of both types was less than
$100,000.00. The references used are too early to pro-
vide basis for an estimate of an amount presently out-
standing if, indeed, there is any.

NOTES:
* No diagrams are attached to the rules.

** A vertical red-ink overprint "Half-notes that have
been punched will in no case be redeemed." crosses rules
II through VI.

*"* A vertical red-ink overprint "HALF NOTES that
have been punched will, in no case, be redeemed." crosses
rules I through IV.

REFERENCES:
Message and Documents, 1869-'70, 1870-'71, 1873-'74,

GPO A History of the Greenbacks, by Wesley Clair
Mitchell Paper Money of the United States, by Robert
Friedberg.

Gold Notes

Are Legal Now
By Cliff J. Murk

The holding of gold and gold certificates has been
shrouded in mystery and ignorance ever since the pas-
sage of the Act of April 5, 1933 that prohibited the hold-
ing of gold coin, bullion and certificates. At that time
President Roosevelt ordered such holdings in excess of
$100 value be turned into the Treasury. The same year, on
December 28th, the Secretary of the Treasury ordered
all gold coin and bullion to be surrendered to the Treas-
ury for exchange in other currency. Coin and bullion
that was held in violation of these orders was subject
to confiscation. This provision did not apply to gold
certificates.

The voice of the coin collectors, raised over the years,
caused the government to liberalize the gold laws, so in
1954 all gold coins minted prior to 1933, both foreign
and U. S., were classed as rare and therefore collectible.

This order did not pertain to gold certificates. It was
left to the collector of paper money to scream in his
turn, like the emblematic eagle, against the inequalities
and unfairness of allowing the collector of coin to have
and the collector of paper to have not. However, his
voice was heard and as explained by the Treasury, in
defense of these appeals, new regulations were issued
on April 24, 1964—almost to the day, 31 years after the
original restrictions were issued, lifting all such
restrictions on the possession of U. S. gold notes
issued prior to January 30, 1934.

There is no U. S. gold certificate that is redeemable in
gold today but under the Gold Reserve Act of 1934 they
have always been exchangeable for other U. S. currency
turn them into the bank for exchange at face or they
turn them into the bank for excxhange at face or they
may at their option seek out the collector and obtain
premium prices for them. You can possess and traffic in
U. S. gold certificates legally.

Gold certificates issued by the U. S. government since
January, 1934 may legally be held only by Federal Re-
serve Banks. Since January 14, 1961, it has been il-
legal for an American citizen to hold gold—coin, bullion
or gold certificates—abroad. Should an American be
found holding certificates issued by a foreign govern-
ment or bank, the Treasury would require him to dispose
of them to the issuing bank. This regulation should
be liberalized, as a bona fide collector ought to be able,
should he so desire, to have these foreign gold certificates
represented in his collection.

The public is often times unaware of the numismatic
value of old currency. A woman brought several gold
notes into a bank for deposit. The teller called to her at-
tention the fact that they were gold notes worth more
than their face value and even mentioned several places
where she could get a premium. This seemed to
anger her. She scooped up her notes and sailed out the
door with the remark, "If you don't want to take my
money, I'll find someone who will." The teller told me
she hadn't been back.

When Roosevelt started this merry-go-round in 1933,
there were gold certificates totaling some $393,000,000
outstanding. Today the Treasury estimates that some
$19,000,000 remains unredeemed. You decide for
yourself how much of this was lost or destroyed. You
may rest assured that it is a goodly sum, and it is ques-
tionable just how much good, collectible material re-
mains. In total face value the higher value denomina-
tions outstanding are respectively $20s, $10s, $100s and
$50s. Quite a number of $500s and $1,000s are floating
around, as are ten $5,000 and eight $10,000 notes which
denominations used to be favored by banks, black mar-
keteers, gangsters, and, of course, collectors. That these
high values still are out is most unusual, since they are
usually the first to be turned in.

It is my personal belief that the present prices of gold
notes are sadly undervalued as to the material available,
and that in the next few years this field is where the
action will be as the law of supply and demand stabilizes
and revalues the market.
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