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GENUINE

"COUNTERFEITS"?

by ROBERT E. COCHRAN, © 1987

What is "Money"? The question may sound ridicu-
lous. but it forms the basis of one of the most interest-
ing criminal cases in United States history. Further, it
points out an oversight by the framers of the National
Bank Act of 1863—an error that caused headaches
for several national banks, frustration and embarrass-
ment for the Comptrollers of the Currency, and finan-
cial risk for clerks who worked in the Redeption Agen-
cy of the U.S. Treasury Department. The question
above concerns stolen, UNFINISHED "National Bank
Notes": the term "unfinished" was applied to a note
that did not bear the required signatures of the bank
officials as specified by the National Bank Act of 1863
and the revised Act of 1864.

THE NATIONAL BANK ACT

T HE National Bank Act of 1863 was enacted with a two-
fold purpose: to provide revenue for the government
needed to finance the military efforts in the war with the

Confederacy, and to provide some supervision over the bank-
ing practices in the country. The act established national banks
that were chartered by the government and subject to its super-
vision. National banks were required to purchase interest-
bearing United States bonds and deliver them to the Treasurer
of the United States. These bonds were used to secure the circu-
lating notes, i.e., national currency, that the banks were RE-
QUIRED to issue by the act: the national banks (except national
gold banks) could issue currency up to 90% of the par value of
its bonds deposited with the Treasurer.

The Comptroller of the Currency, an office established by the
act, issued charters to the national banks, issued receipts to the
banks for their bonds deposited with the Treasurer, was respon-
sible for having the notes of the banks printed and delivered to
the banks, and maintained the relationships between the banks'
bonds and their circulating notes.

CIRCULATING NOTES (NATIONAL CURRENCY)

The circulating notes were described as follows in the National
Bank Act of 1863: "Such notes shall express upon their face
that they are secured by United States bonds, deposited with the
Treasurer of the United States, by the written or engraved signa-
tures of the Treasurer and Register, and by the imprint of the
seal of the Treasury; and shall also express upon their face the
promise of the association (national bank) receiving the same to
pay on demand, attested by the signatures of the president or
vice-president and cashier." The act further states: "After any
association receiving circulating notes under this Title has
caused its promise to pay such notes on demand to be signed by

the president or vice-president and cashier thereof, in such
manner as to make them obligatory promissory notes, payable
on demand at its place of business, such association may issue
and circulate the same as money. And the same shall be re-
ceived at par in all parts of the United States in payment of tax-
es, excises, public lands, and all other dues to the United States,
except duties on imports; and also for all salaries and other debts
and demands owing by the United States to individuals. corpor-
ations, and associations within the United States, except interest
on the public debt, and in redemption of the national currency."

The following important facts about national bank notes are
derived from the provisions of the National Bank Act:

1. National bank notes were to be signed by the president or
vice-president and cashier of the issuing bank, AND NO
OTHERS.

2. ONCE SIGNED, national bank notes were to circulate the
same as money, at par, in all parts of the United States.

3. National bank notes could not be used to redeem the
banks' bonds on deposit with the Treasurer. The act clearly
specified that only "Lawful Money" (legal tender) could be
used to redeem the banks' bonds.

4. National bank notes were obligations of the United States.
But they were also specifically defined as being promissory
notes of the issuing banks. 

In light of the above facts, two questions to be now addressed
are (1) What were these "notes" BEFORE they were signed,
and (2) what were these "notes" if they bore the signatures of
persons OTHER than the president or vice-president and
cashier of the bank?

Hiland R. Hurlburd. Comptroller of
the Currency (1864-1867). His was
an "unpleasant task."

THEFTS IN THE COMPTROLLER'S OFFICE

Beginning under the term of Hugh McCulloch, sheets of un-
signed national bank notes began to disappear from the Comp-
troller's offices. A later Comptroller, Hiland R. Hurlburd, in his
official report to Congress for 1867, provides an account:

It is an unpleasant task, but nevertheless the performance of
a duty, to submit the following statement relative to the ab-
straction, at various times, of unfinished national bank notes:

In the summer of 1864 it was ascertained that packages of
notes forwarded to certain western banks were each found to
be short of the required amount by one impression (a sheet
containing four notes). This happened at intervals for several
months. Then, for nearly a year, no losses occurred. But in
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This note, dated May 17, 1867, from Comptroller of the Currency H.R. Hurlburd to Hugh
McCulloch, Secretary of the Treasury recommended that James H.A. Schureman be dismissed "for
dishonesty."

the fall of 1865, impressions began to be missed from the
packages of notes in the counting room of the office; and in
December a package containing $4,500 in fifty and one hun-
dred dollar notes of the National City Bank of Lynn, Massa-
chusetts, was missed. From this time there was a cessation in
the thefts, until about the first of May last, when a package
containing $12,000 in fifties and hundreds of the First Na-
tional Bank of Jersey City, New Jersey, was stolen.

At each of the periods when these frauds took place, in-
vestigations were instituted and diligent efforts were made to
discover the perpetrator, but without success. The last rob-
bery was discovered almost immediately upon its taking
place, and vigorous measures were at once taken to detect
and bring the guilty party to justice. There is reason to believe
the effort was not unsuccessful, as a man who had been em-
ployed in the counting room from the time of its first organi-
zation, in a confidential capacity, was arrested, and upon ex-
amination before the proper authorities, held under bonds
until the next session of the grand jury of the District.

A MESSENGER IS ARRESTED
The man arrested was James H.A. Schureman, a messenger in
the Issuing Division of the Comptroller's Office. On May 17,
1867 Comptroller Hurlburd sent a letter to Secretary of the
Treasury Hugh McCulloch recommending that Schureman be
dismissed for dishonesty, and that the dismissal be backdated to
become effective May 1, 1867.

In his report to Congress for 1869 Hurlburd recounted the
thefts, and updated the previous report:

The evidence against him, though very strong, was not con-
sidered conclusive, and it was throught best not to bring the
case to trial at once, but to wait and see what additional testi-

mony might be developed by the lapse of time. During the
past year (1869), efforts made by the guilty party to avail
himself of the stolen notes, furnished conclusive proof of his
guilt, he was tried in the criminal court of the District in Au-
gust last . .

In the summer of 1869, a $50 note of the First National Bank of
Jersey City, New Jersey, was presented at that bank for re-
demption. The Treasury serial number, 19647, and the bank
serial number, 736, identified it as being one of the notes stolen
from the Comptroller's offices in May, 1867. The signatures of
the president and cashier of the First National Bank had been
forged on the note. The note was traced to a bank in Georgia,
and after some investigation it was determined that James H.A.
Schureman had been in the town at the time the note was
passed there.

Thomas P. Kane served in the Comptroller's Office for many
years, first as secretary to the Comptroller and later as the Depu-
ty Comptroller. His book "The Romance and Tragedy of Bank-
ing" is a virtual history of the Comptroller's Office and the men
who held the position. In the book he offers an opinion of how
the notes were stolen and passed:

It appears that while some changes were being made in the
room of the (Issue) division, this messenger was sent into the
vault with some books and during the short time he was in
there concealed a money package under his vest. He had
been previously granted leave of absence for several days,
and after stealing the package left Washington for the South,
where he put some of the notes in circulation after clumsily
affixing signatures to the notes other than the names of the
president and cashier of the bank.
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Mr. Kane's comment that the thief affixed "signatures to the
notes other than the NAMES of the president and cashier of the
bank" is incorrect, however: in the indictment against Schure-
man, a $50 note of the First National Bank of Jersey City, New
Jersey is illustrated (hand-drawn). According to a deposition
from Michael Sandford, cashier of the bank, the signatures on
the note, purported to be his and that of John S. Fox, the presi-
dent of the bank, were forgeries.
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were not "money" until they had been signed by the president
or vice-president and cashier of that particular bank, AND NO
OTHERS! The motion was granted, and Schureman was found
not guilty.

PROBLEMS CAUSED BY THE APPEARANCE
OF THE STOLEN NOTES

This closed the book on James H.A. Schureman, but what
about the many notes that had been stolen from the Comp-

These were among the eight, hand-drawn illustrations of a $50, first charter, original series note from
the First National Bank of Jersey City, NJ, entered in the indictment against Schureman.

THE TRIAL OF JAMES H.A. SCHUREMAN

Schureman was indicted and charged on counts of "Removing
Papers from the Treasury" and "Passing Counterfeit Money."
Schureman was found guilty by the jury on the count of "Re-
moving Papers from the Treasury," but his attorney filed a mo-
tion in arrest of judgement, claiming that the evidence offered by
the District Attorney was not sufficient to convict him. The
defense claimed to have shown that other employees of the
Comptroller's office had access to the vaults at the time the
notes were stolen. The judge in the case agreed with the defense
attorney, and the conviction was overturned.

In his trail for "Passing Counterfeit Money," which lasted for
several months, Schureman was again the beneficiary of what
the Bankers Magazine would later call "a shrewd lawyer." The
circumstantial evidence in the case was overwhelming: Schure-
man had been in the vault the very day the notes in question
were stolen, and he had been in the very town in Georgia at the
same time the notes were passed there. Schureman's "shrewd
lawyer" recounted for the court the provisions of the National
Bank Act, as quoted at the beginning of this article. He moved
to quash the indictment on the grounds that it stated that
"money" had been stolen, when in fact national bank notes

troller's office between 1864 and 1867? The Act of June 20,
1874 established an agency of the Treasury Department for the
redemption of worn-out and mutilated national bank notes. Be-
fore that time, the notes were simply reissued by the various
banks as they came back in, and the condition of the notes con-
tinued to deteriorate. The public had complained about "filthy
and germ-ridden" notes, labelling them a threat to the health of
the country. The establishment of the redemption agency
served to alleviate this problem, but it also brought in many of
the "counterfeits," stolen from the Comptroller's office years be-
fore but still in circulation.

U.S. Treasurer Francis E. Spinner addressed this situation in
his report to Congress for 1874:

The Comptroller [John Jay Knox at the time this was written]
now states it as his opinion, that very few of the notes of the
First National Bank of Jersey City, amounting to more than
two-thirds of all the unsigned notes stolen, are now in exist-
ence. This belief is founded on the fact that the theft was dis-
covered at once and an arrest made almost immediately.

The theory is that the thief, in order to destroy the proof
that might be brought against him, destroyed nearly all of
these notes, and some of those of the National City Bank of
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Lynn (Massachusetts), that he had previously stolen. This

theory is confirmed and strengthened by the fact that but few

of the notes of either of these two banks have made their ap-

pearance at the agency here for redemption, while of the

notes of the thirty-nine banks from which but a single sheet

each was stolen, their appearance occurs disagreeably often,

to the disgust of the poor counters WHO ARE RESPONSI-
BLE IN DOLLARS IF THEY PASS THEM WITHOUT DIS-
COVERING THEIR CHARACTER. (author's emphasis) At
a more recent time, in December, 1868, unsigned notes of

the Third National Bank of the city of New York, amounting

to $750, mysteriously disappeared while in transitu from one

room to another in the Office of the Comptroller of the Cur-

rency. Although these notes were never in the custody of

that bank, nor any of its officers or agents, yet it is under-

stood that it redeems them on presentation at its counter,

thus setting an example worthy of imitation by other banks,

and by the GOVERNMENT AS WELL.

Treasurer Spinner's last comment above discloses his obvious

unhappiness with the existing laws. A report from the National
Bank Redemption Agency, dated July 31, 1875, lists stolen

notes from six banks, among them the First National Bank of
Jersey City, New Jersey and the National City Bank of Lynn,

Massachusetts (the notes stolen from the Comptroller's office),
and describes them as follows: "The National Bank Notes

described below were stolen when unsigned, the signatures of

the bank officers forged, and the notes put in circulation. They
are rejected when presented for redemption at the National
Bank Redemption Agency, for the reason that the Agency has

no authority to charge them to the banks which issued them."

To review: these "notes" had been charged to the accounts

of the various banks (against their deposited bonds) because the
Comptroller of the Currency had arranged to have them print-

ed. They were complete with Treasury seal and serial numbers,

lacking only the proper signatures to make them "lawful

money." Because the signatures on the notes were forgeries,
the government could not consider them "lawful money"; even

though the banks involved had never been in possession of
these notes—or "issued" them—the government, because of

the decision in the case of James H.A. Schureman, was placed
in a very embarrassing position: the redemption agency refused

to redeem these "notes" because they were not "lawful money,"

thereby disavowing any responsibility for them.

Since the Treasury held the bonds of the issuing banks, and

the government refused to redeem the notes against those
bonds, who was responsible for the loss? THE BANKS! In most

of the thefts the amount was less than $100, but in the case of
the First National Bank of Jersey City, New Jersey, it was

$12,000! Further, if a clerk in the Redemption Agency had the
misfortune to accept one of these "notes" for redemption and
credited the involved bank, that clerk (the "poor counter" men-
tioned by Spinner) had his or her paycheck docked by the same
amount! Every time a note from one of the involved banks came

in for redemption, the clerks had to determine if the signatures
were genuine, and there were thousands of notes being re-

deemed every day!

SPINNER'S REMEDY
Spinner recognized the irony of this situation, and further in his

report of 1874 he recommended a method of eliminating the

problem:
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In the opinion of the Comptroller of the Currency, the whole
amount of the notes that were taken from the Department
that are now in existence does not exceed $5,000. As all of
them were entirely finished, both face and back, having the

signatures of the Register and the Treasurer of the United

States, and bearing the seal of the Treasury Department on
their face—being in fact genuine and perfect in all their parts,
save the signatures of the officers of the banks; and as they
were put into circulation through the agency of an employe

[SIC] of the Government, and as they are now in the hands
of innocent parties who received them in good faith for their

full face value, it is most respectfully recommended that Con-
gress be asked to make an appropriation of say, $5,000,
wherewith to redeem these stolen notes, so that they may be

cancelled and destroyed when presented at the Treasury for

redemption; and that the Comptroller of the Currency be au-
thorized to issue new notes instead thereof to the various
banks which would be entitled to receive them.

The Act of June 20, 1878 contained an appropriation of
$5,000, as requested by the Treasurer, to redeem the national
bank notes stolen from the Comptroller's offices. Since the first

thefts occurred in the summer of 1864. some 14 years lapsed
before the government acted to alleviate this problem, caused
by its own negligence in safeguarding the notes in its possession.

In an upcoming issue we will discuss another aspect of the dis-

position of stolen, "UNFINISHED" national bank notes—what

happened if the notes were stolen from the possession of the
bank, after they had been delivered by the Comptroller of the

Currency, but before the proper signatures had been affixed.
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