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SPMC Bicentennial Feature

-United States Loan Office Certificates

By FORREST W. DANIEL

NE of the first problems to face the fledgling govern-
ment of the United States after ratification of the
Constitution was to establish its credit at home and

abroad. The assumption of the debt contracted by the
Continental Congress and the several states during the
Revolutionary War and the years which had followed was
one of the methods adopted to that end. The Loan Office
Certificates issued to assume and fund that debt are occa-
sionally found in numismatic collections of peripheral paper ;
and while they did not have currency status, they did have
limited negotiability. Those certificates are the earliest ex-
amples of the United States bonds, although "stocks" was
the word commonly used at the time of their issue.

Payment of the debt had been promised from the first
establishment of a government during the war:

Articles of Confederation, Art. XII.—All bills of credit emitted,
moneys borrowed, and debts contracted by or under the authority of
Congress, before the assembling of the United States, in pursuance of
the present Confederation, shall be deemed and considered as a charge
against the United States, for payment and satisfaction whereof the
said United States and the public faith are hereby solemnly pledged.

Constitution of the United States, Art. VI.—All debts contracted
and engagements entered into, before the adoption of this Constitution,
shall be as valid against the United States under this Constitution, as
under the Confederation.

Secretary of the Treasury Alexander Hamilton presented
a "Report on the Settlement of the Public Debt" to Con-
gress on January 9, 179o. The report listed the debt as
follows:

The Foreign Debt, borrowed from France, Spain and
Holland at interest of four and five percent per annum:
Principal, $10,070,307.00; arrears of interest to December
31, 1789, $1,640,071.62. Total Foreign Debt, $11,710,378.62.

The Domestic Debt, due to individuals for moneys loaned
to the government, chiefly in the paper currency of the
country ; for services rendered and for supplies ; and in-
cluded the debts due to the army for arrearages of pay,
and five years' pay given to officers in commutation of
half pay for life: Principal of the liquidated part bearing
interest at six percent, $27,383,917.74; arrears of interest
to December 31, 179o, $13,030,168.20. Total liquidated
Domestic Debt, $40,414,085-94.

The unliquidated part of the Domestic Debt, consisting
chiefly of Continental bills of credit, was not ascertained
but was estimated at $2,000,000.00. The total Foreign and
Domestic Debt of the United States was determined to be
$54,124 , 464.56.

The total debt of the individual states was not ascer-
tained but Secretary Hamilton proposed that $25,000,000 be

assumed by the federal government, making the total
estimated debt $79,124,464.56. This debt he felt could be
made redeemable at the pleasure of the government if
funded at six percent per annum, and recommended that
the foreign debt of the Confederation be assumed and paid
in full; that the domestic debt of the Confederation, which
had fallen far below par and had become a synonym for
worthlessness, be paid at its par value; and that the debts
incurred by the states during the Revolution, and still un-
paid, should be assumed and paid in full by the federal
government.

Hamilton's first recommendation, that the foreign debt
be assumed and paid, was adopted unanimously. Congress
immediately appropriated money to begin paying the arrear-
age of interest and voted to borrow $12,000,000, at terms
advantageous to the government, to pay off the principal
and interest.

There was objection to paying the domestic debt, how-
ever. The opposition stated that the domestic debt was in
the hands of speculators who had purchased the govern-
ment obligations at heavy discounts; they felt these specu-
lators should not be enriched at the expense of the people
who had sold their securities. Hamilton's supporters took
the position that the debt should be paid in full for that
very reason ; holders of United States securities would
learn they should not sell at a discount. The very fact
that the entire debt would be paid, they held, should
establish the credit of the United States for all time to
come. After a long debate the second recommendation was
adopted.

Opposition to Hamilton's third suggestion, that the federal
government assume the debt of the individual states, was
even more bitter. Anti-federalists feared the extension of
power of the national government over the affairs of the
states, thus reducing their individual importance. Assump-
tion of the state debt was passed in the House by a vote
of 31 to 26; but that did not end the opposition. A dele-
gation of seven newly arrived Anti-federalist members
from North Carolina could tip the balance, so a vote to
reconsider was called and the proposition was defeated by
two votes. Bargaining began in earnest. Since a site for
a national capital had to be selected, the Federalists agreed
to vote for a site on the Potomac River and two Anti-
federalist members from the Potomac agreed to vote for
the third resolution. Hamilton's entire report was adopted.
The credit of the United States was enhanced, and the
holders of the Continental debt were enriched.

An act making provision for the debt of the United
States was approved on August 4, 1790. It provided for
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the foreign debt in the manner mentioned earlier, and for
the domestic debt and the debt of the states in separate
sections.

Funding the Domestic Debt

THE national debt was established through a voluntary
loan on the part of the creditors of the full amount
of the domestic debt—an unspecified amount—and

books were opened to receive subscriptions to the loan at
the Treasury of the United States and at the officies of
the commissioners of loans in each of the states. The
period of the subscription was initially set to run from
October I, 1790, to September 3o, 1791; but subsequent
extensions were enacted and the period was prolonged to
December 31, 1797.

. . That the sums which shall be subscribed thereto, be payable
in certificates issued for the said debt, according to their specie value,
and computing the interest upon such as bear interest to the last day
of December next, inclusively ; which said certificates shall be of these
several descriptions, to wit :

"Those issued by the Register of the Treasury ;

"Those issued by the commissioners of loans in the several States,
including certificates given pursuant to the act of Congress of the
second January, 1779, for bills of credit of the several emissions of
the twentieth of May, 1777, and the eleventh of April, 1778 ;

"Those issued by the commissioners for the adjustment of the ac-
counts of the quartermaster, commissary, hospital, clothing, and marine
departments ;

"Those issued by the commissioners for the adjustment of accounts
in the respective states ;

"Those issued by the late and present paymaster general, or com-
missioner of army accounts ;

"Those issued for the payment of interest, commonly called indents
of interest ;

"And in the bills of credit issued by the authority of the United
States in Congress assembled, at the rate of one hundred dollars in
the said bills, for one dollar in specie."

Any person or body politic, subscribing to the loan, pre-
senting evidences of the principal of the debt was to receive
a certificate stating that the United States owed the
holder the sum stated, equal to two-thirds of the amount
paid in, bearing interest at six percent per annum,
payable quarterly; in addition he was to receive a second
certificate equal to one-third of the amount paid in, which
after the year 180o would bear interest at the rate of
six percent, payable quarterly. The certificates were to
be retired at a rate not exceeding eight percent of principal
and interest in any year; but there was the proviso that
the United States was not obliged to redeem that amount,
it only had the right to do so.

A third form of certificate (illustrated) was issued to
subscribers who paid in representations of interest on the
domestic debt, computed to December 31, 1790, or in the
certificates earlier issued in payment of interest, commonly
called indents of interest. That certificate represented the
sum paid in as owing by the United States to the holder
or his assigns, bearing interest of three percent payable
quarterly and subject to redemption whenever provision
was made by law for that purpose.

The stocks created in the manner stated were transfer-
rable only on the books of the Treasury, or on those of
the commissioners of loans in the offices where they were

credited at the time of transfer, unless the Secretary of
the Treasury directed otherwise. Interest was payable at
the office where the stock was credited when the interest
was due, and if the interest for one quarter was not de-
manded before the expiration of a third quarter, the interest
became payable only at the Treasury.

The contracts and rights of creditors of the United
States who did not subscribe to the loan remained in force.
During 1791 they were allowed interest the same as sub-
scribers, but to be entitled to that interest the certificates
had to be renewed by June I, 1791, and the new certificates
stated the specie value of the certificates exchanged. These
certificates were transferrable in the same manner as
those issued in subscription to the loan.

The surrender of the old evidences of debt was necessary
in order to liquidate their specie value before interest was
paid and "as most of them are greatly subject to counterfeit,
and counterfeits have actually taken place in numerous
instances," to eliminate the fakes.

The States' Debts Assumed
0 provide for the debts of the individual states Con-
gress authorized a loan of $21,500,000 rather than the
$25,000,000 suggested by Hamilton; subscriptions were

to be received at the same time, in the places and by the
same persons appointed to receive subscriptions to the
loan for the domestic debt. Certificates or notes issued by
the states prior to January I, 1790, as acknowledgements
or evidences of debt were to be received for the loan, with
the exception of the certificates issued by the commissioners
of army accounts in the state of North Carolina in 1786.
The only certificates receivable were those which had been
issued for compensations and expenditures, for services and
supplies used for the prosecution of the Revolutionary War,
and the defense of the United States.

In May 1792, the period for subscribing to the loan for
the assumption of the debt of the states was extended from
September 3o, 1791, to March I, 1793, "Provided always,
that the commissioners of loans for North Carolina shall
not be allowed to receive any certificate issued by Patrick
Travers, commissioner of Cumberland County, or by the
commissioners of army accounts-at Warrenton."

The $21,500,000 of state debt to be assumed by the
federal government was apportioned in this manner:

New Hampshire  $ 300,000
Massachusetts   4,000,000
Rhode Island   zoo,000
Connecticut     1,600,000
New York     1,200,000
New Jersey   800,000
Pennsylvania   2,200,000

Delaware   200,000

Maryland   800,000
Virginia   3,500,000
North Carolina     2,400,000
South Carolina   4,000,000
Georgia   300,000

For four-ninths of the sum subscribed in state notes the
lender received a loan office certificate bearing six percent
interest, payable quarterly; another certificate for two-
ninths of the amount bearing six percent interest payable
quarterly after 180o; and for the remaining one-third a
certificate bearing three percent interest payable quarterly.
All of these certificates were redeemable in the same
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manner as the certificates issued for the domestic debt.
whenever provision was made by law for their payment.

Interest on the notes received was computed to December
31, 1791; and the interest on the certificates issued began
on January I, 1792. The faith of the United States was
pledged to provide and appropriate such permanent funds
as would make full provision for the payment of the
interest on the debt.

Amount of the Debt

O N September 3o, 1791, the Register of the Treasury
reported that the first year's response to the loan for
funding the domestic debt resulted in the issue of

$ 1 4,177,450.43 in six percent stock; $7,088,727.79 in de-
ferred six percent stock; and $10,531,303.00 in three per-
cent stock; a total of $31,797,481.22.

Of the $21,500,oco of state debts to be assumed by the
federal government $18,328,186.21 was subscribed in the
first year. Massachusetts, Rhode Island and South Carolina
subscribed above their quotas to a total of $1,255,851.82.
The other states were under-subscribed to a total of
$4,427,665.61 except Georgia, which had subscribed the
exact amount of its assumption, $300,000. An estimate of
the balance of the remaining debts of the states was put
at $8,331,028.32.

Another chart exhibiting the amounts of outstanding
stocks of the various issues on January i of several years
indicates, perhaps, that it took some time before the sub-
scriptions were reduced to their specie value and finally
took the form of issued stock.

1791 1792 1793

1,143,106.28 $ 6,359,296.47 $37,722,628.07

425,911.33 3,346,965.09 17,756,419.69
61,081.626.99 5 2 ,959,79 1 .69 6,822,742.64

The six percent and six percent deferred stocks issued
from 1791 through 1798 amounted to $42,598,512.48. Annual
payments of eight percent of the debt was authorized in
1795 when the high point of outstanding issue stood at
$4 1 ,7 05,774.79 on January I ; from that time on the debt
slowly but steadily declined until it was paid in full.

A total of $19,221,336.26 of three percent stock was is-
sued between 1791 and the end of 1806. A high point of
$19,093,976.03 of the stock outstanding was reached in 1804
before payments began regularly to exceed issue of that form
of stock. Not all of that amount was directly attributable
to the subscription since the three percent stock was also
used to pay interest due to the individual states from the
federal government in settlement of its accounts.

The Certificates
HE description of the Loan Office Certificates is based
on the three percent certificate illustrated and cursory
observation of two others. The document is entirely

typeset with an early representation of the Seal of the United
States in the upper left and two apparently hand-cut logo-
types, the initial letter B and the DOLLARS in spackle
border below. The printer was Francis Bailey, whose
address in Philadelphia appears on another piece of con-
temporary government printing. The paper is watermarked
"U. S. 3 PR. CT." The six percent certificates can be
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assumed also to have been printed on paper especially
marked for that use.

is transferrable only by appearance in person, or by Attorney,
at the proper Office, according to the rules and forms
instituted for that purpose. 11,869 Dollars 2 Cents Nath.
Appleton, Comrniss. - There is a hand-lettered "T" in the
upper left corner ; its significance is not known.

Though not freely negotiable, this certificate was trans-
ferred in the manner prescribed. The endorsement on the
back reads, "I Christopher Gore within named do hereby
for value receiv'd assign & transfer Eleven thousand eight
hundred & sixty nine dollars two Cents being the within
debt to Thomas Dickason & William Burgess of the city
of London in Great Britain merchants—Witness my hand at
the office of Nathaniel Appleton Esqr Commissioner of
Loans of the United States in the State of Massachusetts
this twenty ( ?) day of May AD 1792. C. GORE."

Although cut off the illustrated certificate, the form
carried a counterfoil at the left on which the value could
be recorded by cutting an irregular edge through groups
of ten digits to express the value in los of thousands,
thousands, hundreds, tens and units.

The six percent and six percent deferred certificates are
similar in style, with the deferred stocks stating that the
payment of interest is to begin after the year 180o.

Text of this certificate reads, "United States Loan-Office,
(No. 2570) State of Massachusetts 15 March 1792 Be It
Known, That there is due from the United States of Amer-
ica, unto Christopher Gore of Boston Esqr. or his assigns, the
sum of Eleven thousand, eight hundred & sixty nine dollars;
two Cents bearing Interest at three per centum per annum,
from the 1 Jany Seventeen hundred & ninety two inclusively;
payable quarter-yearly, and subject to redemption, by the
payment of said sum, whenever provision shall be made
therefor by law: which Debt is recorded in this Office, and

SOURCES:

Statistical Annals of the United States of America, by Adam Seybert,
Philadelphia, 1818

Laws of the United States Relating to Currency, Finance, and Banking
from 1789 to 1891, by Charles F. Dunbar

History for Ready Reference, by J. N. Lamed
Annals of Congress
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It's in the Books — face in red figures from 145001 to 146000, and from 155001
to 156000 inclusive.

Excerpts from

Dye's Counterfeit Detector, July,
1884 Edition

Donated to SPMC Library by Morey Perlmutter

COUNTERFEITS OF CANADIAN BILLS

1 DOMINION OF CANADA. Old Government Issue.
Letter D. Dated Ottawa, July 1st, 1870. "Payable at
Toronto" on the back, with red figures on the face. There
are three issues of these counterfeit bills, the difference
being principally in the size of the red figures, which are
very small on the first issue, a little larger on the second
issue, and about full size of the genuine figures on the
third issue, but in no instance are the figures on the
counterfeits exactly like those used on the genuine bills.
The lathe-work around the "1" on the right face of the
bill is bad when examined under the glass, while the large
green "l's" on the face are more blurred than on the
genuine. In the vignette-portrait of Jacques Cartier in
the upper left end of note there is a white streak running
from the ear to the chin, and defining the line of the jaw-
bone. The genuine D bills, of the Toronto issue, are being
retired as fast as possible by the Assistant-Receiver-
General at Toronto. Plates captured by Dominion of
Canada Government Detective, J. W. Murray, June 14th,
1880.

1 Stolen. Dominion of Canada. Old Government Issue.
"Payable at Toronto" on the back and numbered on the
face in red figures from 505001 to 506000 inclusive.

1 UNION BANK OF PRINCE EDWARD ISLAND,
Charlottetown, P. E. I. Photograph poorly done. Dated
1st Jan'y, 1872. No. 30252. Green letters in ONE and
red letters in "Canada Currency" are very badly printed
or painted on the face. Easily detected because of its
faded appearance.

2 Stolen. Dominion of Canada. Old Government Issue.
"Payable at Toronto" on the back and numbered on the

2 UNION BANK OF PRINCE EDWARD ISLAND,
Charlottetown, P. E. I. Photograph fairly done. Plate A,
dated 1st Jan'y, 1872, and numbered differently in blue
or green ink. Large letters in TWO are badly printed or
painted in green or blue inks on the face, which is the
case with the red letters in "Canada Currency." Easily
detected when carefully handled on account of the brown-
ish sun tint.

2 UNION BANK OF PRINCE EDWARD ISLAND,
Charlottetown, P. E. I. NEW ISSUE OF NOTES. Letter A.
Dated March 1st, 1875. Coarse engraving, similar to an
inferior wood cut. Fully one-quarter inch shorter than
the genuine bills. "British American Bank Note Co.,
Montreal," is entirely omitted in the center portion of
the bottom border. The line "Dominion of Canada" over
vignette-engraving of dog and safe is without any shad-
ing, which is also the case with the lines "of Prince
Edward Island" and "on demand" beneath. Back of Note
bad, and unlike genuine. Lathe-work patterns very
coarse. Title of bank very poor.

4 THE DOMINION BANK, Toronto, Ont. Old Issue.
Letter B. Dated Feb. 1st, 1871. Lathe-work around "4"
is defective on close inspection, and has a fine white line
running round inside of the black border line, which is
not in the genuine bills. There is also a while line around
the hair portion of Prince Arthur's head, which serves
to separate it from the back-ground. Cashier's signature,
W. H. Holland, jr., is engraved, while on the genuine
bills it is written.

4 raised to 10 CANADIAN BANK OF COMMERCE,
Toronto, Ont. The alterations are made with pen and
ink, being very neatly done and well calculated to deceive
those who are careless in handling money. The borders
of the genuine Fours and Tens are totally different.

4 BANK OF BRITISH NORTH AMERICA, St. John
Branch, N. B. Old Issue. Photograph and very pale.
They are all supposed to be numbered 74981.

4 CITY BANK, Montreal, P. Q. Vignette—Vulcan,
anvil, etc. Right end, woman, lion and unicorn. Left end,
Lion, etc.
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