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A Scripophilic Study

by RAY MILLER
(Continued from PAPER MONEY No. 99, Page 104.)

Now that we know what the bonds look like, (see
PAPER MONEY no. 99) we can go on to discussing the
particulars of each series regarding their authorized
amounts, numbers issued, and the denominations that
equalled the actual amounts of issue. Perhaps as a
prelude to this it might be well to view in retrospect
certain events and /or conditions that existed in the
Territory at that time. These, too, related to the
Territory's fiscal and monetary situation and did have a
direct affect on the issuing of bonds.

Detrimental Effects of the Warrants

Initially, the Territory issued warrants, and in some cases
they were covered by revenue but certainly of an inadequate
proportion. The first year saw territorial debt at $85,000, of
which $58,950 was funded with short term warrants. At this
juncture the credit of the Territory and certainly its warrants
were questioned by everyone, including the Territorial
legislators themselves, which is rather ironic since they were
indeed part of the problem. For several years after the first
bond issue the warrants continued to drug the market and at
one time were traded as low as socr on the dollar. There were
three basic reasons for this build up of debt via the warrants: (1)
Washington's failure to forward to the Territory funds due for
legislation expenses and payments due federal officials. The
Territory was without a disbursing officer from 1864 to early
1866 and so in order to meet expenses and pay the salaries of its
officers, it issued warrants. The responsibility for his action is
still unclear even today; some claim that it was the territorial
governor's responsibility to forward vouchers and drafts to
Washington for payment and others say that without a
disbursing officer, which was an appointed position to be filled
by Washington, the governor lacked such authority. (2) Salary
abuses by members of the territorial legislature. These
included voting themselves salary increases, not appropriated
or approved by Washington, up to three times the amount as
prescribed for territorial legislators. (3) A pseudo-Indian War
in 1867 wherein warrants were issued by an acting governor
while the appointed governor was out of the Territory; these
warrants totalled in excess of one million dollars. The
Washington administration granted initial approval oflimited
funds based on the information received by the then acting

governor to combat this Indian uprising but this approved
amount represented only a fraction of what was actually spent
by the acting governor and in the end Washington would
dispute the authenticity of any such Indian War and would
only settle claims amounting to but one-half of the amount of
the issued warrants or approximately a half million dollars.

Politcally as well as financially, conditions in the Territory
were extremely volatile. The Congress of the United States
severely reprimanded it by completely throwing out the laws
and enactments of the second and third legislative assembly
and yet, these same territorial officials would now decide the
economic fate of the Territory. The need for long-term
financing was absolute and almost immediate to avoid a
calamity of catastrophic proportions. Bankruptcy, the
ultimate embarrassment of any government, seemed to be
almost predestined without quick, decisive action. So, from this
short-termed unstructured debt came an overwhelming need
for a definitive long-term debt funding program. The first
territorial bond series issued would be for the redemption of
outstanding warrants and would be issued from enacted
legislation of the Fourth Legislative Assembly.

Methodology of Analysis

In the analysis of the bond issues most of my conclusions are
based on solid fact. In one instance deductive reasoning was
used but it was necessary and for the most part I avoided any
hypothetical conclusions. Documentation consisted primarily
of copies of the original enacted legislated laws, extraordinary
sessions, and special sessions - all regarding the funding of the
indebtedness of the Territory. This also included fiscal
documentation such as annual reports, summary reports, and
in some cases quarterly statements. Counterfoils provided the
necessary catalyst to substantiate the accumulated
documentation which was essential as in most instances it was
not just a particular document but a group of documents that
offered adequate facts to arrive at a conclusion. Some
documentation just did not answer a particular question as in
the case of the 1880 series where it was necessary to acquire
copies of the "Call Notice" published in the Territory to
establish facts of denominations of issue, although I have no
doubts that other records could have provided me this
information earlier on if they could have been located. Initial
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Montana Territory, Madison County, warrant, dated March 31, 1866, for $50. Made out to George
Hynson who ran the Gem Saloon in Virginia City. Courtesy of Charles Kemp.

documentation did not include any counterfoils and although I
had already established reasonable proof as to the dollar
amounts of issue in each series, I could not establish the
denominational breakdown.

The counterfoils became known to me only in March of 1981.
I had reviewed all the information available that related to the
fundings and then in reexamination located a passage that
required a follow-up report that was to be made by the
Treasurer's/Auditor Office in the legislative session that
immediately followed the original enacted legislation of a
funding issue. I attempted to acquire copies of this
documentation more for confirmation than for enlightment. It
was in response to this inquiry that the counterfoils were
located by the Montana State Historical Society. Initially I was
informed that they were receipt books, which they are, but
counterfoils, nevertheless. At this point, with the counterfoils
the checking and cross-checking of facts and figures could be
proven out or balanced out against one another to establish
reasonable and factual conclusions. All known issued bonds
available were then double-checked against the counterfoils
which proved to be accurate. For the most part fiscal reports
seemed to be in order and accurate. I found no errors or
omissions that had not been corrected by footnotes or
readjusted in another accounting period.

One area of concern related to the 1867 issue that was
amended in 1869. Because of political infightings that occurred
at this time over the position of territorial treasurer, the
financial business of the Territory was virtually at a standstill.
This became even more evident to me when I could not acquire
printed copies of the fiscal or year end reports for this time
period. I was obliged to review copies of the original
handwritten ledger sheets for the quarters of March, June,
September, and December, along with a year-end summary
statement dated December 17, 1870. These records were
necessary for review but in the final analysis they were not
factors determining the fundamentals of the issue. Now,
without further comment, let us begin our bond series analysis
starting with the first funded series of 1867.

1867 Bond Issue
The 1867 bond issue was the first bond or funding of the

Territory in the attempt to restructure debt from short- to long-
term financing. It was approved for issue during the fourth

legislative assembly on December 3, 1867. The act provided for
the funding of the debt of the Territory, in particular, to redeem
all outstanding warrants still unpaid as of November 1867. All
bonds show an issue date of June 1, 1868 although the
captioned heading on the bond itself indicates the December 3,
1867 enactment date. Initially authorized to be issued in the
dollar amount of $60,000 or so much thereof as was necessary
to meet with funding requirements, they were to be
denominated in increments of $50 and $100 only and bore
interest at the rate of 15% per annum. They were redeemable at
the pleasure of the Territory after two years and payable in five
years. This bond required the signature of the Secretary of the
Territory and other officials.

With this basic information now given, I want to point out
the facts regarding the date of June 1, 1868 and likewise the
facts concerning the approved authorized amount of $60,000. A
miscalculation by officials regarding this new funding
program occurred in that they simply had not allocated
adequate funding to cover all their outstanding warrants. As I
mentioned earlier, at no time did the Territory repudiate a
funding issue or go over the authorized limits of issue. On
November 30, 1868, during an afternoon session of the Council
and House of Representatives, the Auditor announced that
there were inadequate funds authorized or approved to redeem
the previously issued warrants and that he had already
extended the credit of the Territory by certified bonding in the
amount of $58,761.66. Additional funding would be required to
redeem outstanding warrants due for redemption under the
fourth session of enacted legislation. The amount authorized to
be issued was $60,000 and already $58,761.66 had been issued,
as reflected in the annual report of December 1, 1868. An
amendment or supplement to that of the act of December 3,
1867 was necessary. The problem of inadequate authorized
approved funding created the need for additional approved
debt funding and a supplementary provision enacted during
the fifth legislative assembly, was stated as "An Act
supplementary to an Act to provide for the Funding of the Debt
of Montana Territory, approved December 3, 1867." In
accordance with the provisions of the December 3, 1867 act,
this was approved January 12, 1869, and the Auditor was
authorized to issue sufficient bonds to redeem all territorial
warrants issued prior to November of 1867 (no dollar
limitations were imposed upon the Auditor in his issuing of
these bonds).
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Now, the initial date of this issue and the authorized
approved dollar amount of $60,000 have been altered. Bonds
will now show a captioned date of January 12, 1869 reflecting
this supplementary date and the $60,000 capitalization has
now become an "open end funding." The date of issue on this
supplementary bond is June 1, 1869 as opposed to the initial
bonds that date June 1, 1868. In other words, it is part of the
same issue in accordance with the legislative act of December
3, 1867. This amended issue will now have no maximum dollar
amount of issue and will now reflect two different captioned
dates and two different dates of issue. These bonds were
physically issued from the date of their enacted legislation up
to the year 1871 and yet still carry the same printed dates of
issue regardless of the actual date of issuance. The
denominated increments and numbered amounts to equal the
actual dollar amount of issue were 89 $50 denominated bonds
and 611 $100 denominated bonds. These figures total exactly
$65,550 which was the total dollar amount actually issued in
this series of 1867. The numbers of each denomination of issue
are supported by counterfoils that are located in the Archival
Records Section of the State of Montana.

Before attempting to establish proof that indeed the
counterfoils do equal the total dollar amount of this funding, it
is necessary to review a portion of the original legislated
enactment of the funding. Located in section number 3 of this
December 3, 1867 legislation is written law as to the method of
redemption for taking up the warrants for which this funding
was initially enacted. Bear in mind that the bond
denominations of issue were in $50 and $100 increments
exclusively. I quote from a copy of the original legislation,
section number 3; "be issued in some multiple of fifty dollars;
and if any amount so held shall be of a sum less than fifty
dollars, or less than any bond of a higher denomination, the
holder shall make up the amount of money so as to equal the
amount of the face of the bond to be issued."
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In other words, a warrant presented for redemption by the
issuance of a bond in an amount less than $50 would
necessitate the holder to add cash to his warrant to equal the
$50 increment of the bond issue. Likewise, a warrant holder
possessing a warrant due in excess of the amount of $50 would
be required to surrender it and then make up the difference to
equal the incremented amount of the $100 bond. As of
December 1, 1869, a total of $58,850 of the bonds with an issue
date of June 1, 1868 had been issued. As of this same date
$4,750 of the bonds showing an issued date of June 1, 1869 had
been issued. This net figure is exactly $63,600. Outstanding
warrants issued prior to November 1, 1867 that were due and
payable amounted to $1,928.36. The $63,000 amount was
already funded by bonds but this remaining $1,928.36 was still
to be funded. At this point the maximum dollar amount
necessary to provide for the redemption of the warrants would
have been $1,950. By using section number 3 of the legislation
as a guideline and increasing the amount of $1,928.36 to the
next highest $50 increment, we arrive at the figure of $1,950.
Adding this amount of $1,950 to the previously issued bond
amount of $63,600 we arrive at the figure of $65,550 which is the
amount reflected on the counterfoils. In late 1870 records
indicated issuance up to $65,250 of the total issued amount of
$65,550.

When were all the warrants still outstanding as of December
1, 1869 finally redeemed? Records indicate that $50
incremented bonds were issued up to November 17, 1870 and
that $100 incremented bonds were issued up to June 13, 1871.
Of the total amounts of the two denominations of issue, how
many of each denomination of the two individually dated
bonds were in fact issued? I refer to the June 1, 1868 date and
the June 1, 1869 date of issue. We have established the totals of
both by a number count and by a dollar amount but the fact is
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Montana Territory, Madison County, warrant dated June 27, 1867, for $300. Made out to Thomas
Francis Meagher, acting governor of the Territory. A colorful character who had been banished from
Ireland for revolutionary tendencies, Meagher raised and led an Irish brigade during the Civil War
and became a major general. He made many political enemies in Montana and eventually
disappeared from a steamboat at Fort Benton under mysterious circumstances. His body was never
found. Illustration courtesy of Charles Kemp.
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that the particular separate numbers of the two dates of issue of
each denomination are not available. The dollar amounts of
each separate date are known accordingly. Bonds dated June
1, 1868 were issued in the amount of $58,850 and bonds dated
June 1, 1869 were issued in the amount of $6,700.

As I stated earlier, these were troubled times in the
Treasurer's Office and herein lies the problem in total
reconciliation of the counterfoils. This time period involves the
years 1870 and 1871, the same period wherein I found it
necessary to use handwritten ledger sheets as opposed to
printed financial statements. For the most part the
counterfoils indicate the dates of enacted legislation of the
supplementary enactment date, the name of the bond holder,
and the number of the bond. The $50 and $100 counterfoils are
separate. During this transitional period or change in
treasurers a disruption occurred in the normal method of
recording the information on the counterfoils.

Basically what occurred relates only to the dates that are
shown on the counterfoils. The issue dates of June 1, 1868 and
June 1, 1869 were used as a method of separating the original
legislation from that of the supplementary enactment and
were it not for problems existing in the Treasurer's Office this
normal procedure most certainly would have continued. This,
however, was not the case, as during this period it now appears
that a lesser official was given the responsibility of issuing the
bonds, for no longer is the continuity of date arrangement
evident. At this point the dates now reflected on the
counterfoils are the dates when the bonds were physically
issued and because of this there is no separation of the bonds
by dates of issue, i.e. separation from the date June 1, 1868 from
that of June 1, 1869. The net result of this is that I can be
exacting in the dollar amount of each respective denomination
but cannot separate these totals by the issue dates as stated on
the bond itself. The total number of individual bonds issued in
this series to equal the actual amount of issue were then 89
bonds denominated at $50 and 611 bonds denominated at $100,
which total the actual aggregate dollar amount of this issue of
$65,550.

1872 Bond Issue

The 1872 bond was issued during the seventh legislative
assembly and became effective on January 9, 1872. The act was
to provide for the funding of outstanding indebtedness of
Montana Territory, and the redemption or refunding of the 15%
bonds approved by legislation in 1867. All bonds are dated
June 1, 1872. They were authorized to be issued in an amount
not to exceed $120,000 or so much thereof as was deemed
necessary. They were authorized to be denominated in
increments of $50, $100, and $500. Bearing interest at the rate
of 12% per annum, they were redeemable at the pleasure of the
Territory after two years and payable in seven years. This
bond required the signature of the Secretary of the Territory
along with other officials. Of the amount authorized to be
issued by law of $120,000, only $104,300 was actually issued.
The number of each denomination issued to equal this funded
amount of $104,300 consisted of 180 bonds denominated at
$500 equalling $90,000 and 141 bonds denominated at $100
equalling $14,100 and lastly, there were but four bonds
denominated at $50 each, totalling $200, which make up the
actual amount of this funded debt of $104,300. Although all of
these bonds contain the same date of issue of June 1, 1872, not
all the bonds were physically issued on that date as can be
expected. The Treasurer's Report commencing on December 1,
1871 and embracing December 31, 1872, reflects in the general
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summary that only $104,000 had been issued to this date. The
registered liabilities of the Territory as of December 31, 1873
show that these 12% bonds amounted to liabilities of $104,300.
This same amount is still reflected in the fiscal year end report
of December 31, 1874. So it is that $300 of the total issued dollar
amount was issued in the year 1873 even though all the bonds
are dated 1872. Of the authorized amount of $120,000 only
$104,300 was actually issued as documented by Treasurer's
Reports.

I arrived at my conclusions regarding the numbers of each
denomination issued to equal the total aggregate dollar
amount of issue with counterfoils, a "sample bond", and fiscal
reports. Located in the Archives of the State of Montana and
housed in Records Section Number 27, folders number 21 and
15, are two items that make possible the reconstruction of the
numbers of each bond denomination of issue. The first is a
receipt book or counterfoils covering the issue of the $100
denominated bonds. There are receipts for 141 bonds of the
$100 denomination. Second is a sample $500 bond that has
been signed by all the officials of the territory but is unissued. It
is numbered 182. What we know then initially as fact is that
records support the issuance of exactly 141 bonds denominated
at $100 each and that there exists a bond number 182
denominated at $500 that has been signed by the officials of the
Territory but is unissued as such. In respect to the $50
incremented bonds, it should be brought out that the same
requirement of the first bond issue applied to this second bond
issue relative to the cash plus warrant to equal bond
redemption format and is so stated in the legislation regarding
this funding. The $50 incremented bonds of this issue appear to
have been issued more as a necessary uenomination based on
the first funded bonds than on any basis for capitalization as
but a limited number were issued. Treasurer reports do indicate
principal reductions in this amount but as stated it seems to
have been more out of need than desire.

With all the authorized denominations being issued we can
now attempt to recast the number of bonds issued in
relationship to that of the actual total dollar amount of issue of
$104,300. By taking the dollar amount of issue of $104,300 let's
first subtract the known quantity of $100 bonds of 141, which
equals a dollar amount of $14,100. This is supported by
counterfoilS as stated. By subtracting this amount from the
total dollar issued amount, we have remaining $90,200. Now
for a little deductive reasoning dealing with the $500
incremented bond only: We know as fact that there is a $500
bond number 182 that has been signed by the officials of the
Territory but is unissued. By taking the next lower numbered
bond of this denomination and using it to calculate the
remaining dollar amounts necessary to make up this issue, we
exceed by $300 the total amount of issuance (181 x $500 =
$90,500). Bear in mind that the number of the $100 bonds of
issue is exact and fact as such. By using the number of 180 we
find that this amount equals exactly $90,000 which is the only
number of $500 denominated bonds in relationship to that of
the known 141 bonds of the $100 denomination that will not
exceed the total amount of actual issue. Again, keep in mind
that a sample bond number 182 denominated at $500 is known
to exist and that it has been signed even though it is unissued.
The remaining amount of $200 is based on the $90,000 figure of
180 bonds denominated at $500. This $200 would be composed
of four bonds denominated at $50 each, which would effectively
make up this total series issue.

I believe this information to be exact even though I initially
stated it called for some deductive reasoning based on limited
known facts and/or documentation. The total dollar amount of
actual issue is then made up of 180 bonds denominated at $500
equalling $90,000 and 141 bonds denominated at $100
equalling $14,100 and four bonds denominated at $50
equalling $200, which total exactly $104,300.
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