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INTERESTING NOTES 'BOUT INTERESTING NOTES
©1987 Roger H. Durand

A PROBLEM OF SECURITY

D URING the era when banking was regulated by state
charters, or in some cases, with little or no regulation at
all, security was a constant problem facing the banking

industry. With robberies and embezzlement a common occur-
rence, it is no wonder that the industry faced the problem of se-
curity with a great deal of concern. Elaborate safes were con-
structed to discourage theft. Employees were carefully chosen,
and when their honesty was in question, they were discharged
from their positions. The storage of redeemed bank notes had to
cause a great deal of concern to the banking industry. If the
notes fell into the wrong hands, the bank could be ruined and
would probably go into receivership. Although many banks
failed during these turbulent times as a result of depressions,
speculation and the many other problems that faced a poorly
regulated industry, I can find no evidence that a bank ever failed
because the security of its redeemed notes was compromised.
The national bank era brought to a close the most colorful time
in our banking history. The surviving banks were forced to ob-
tain national charters in order to remain in business. Banking
was now federally regulated. A tax was levied on all issues of
private bank notes, which made it impossible for banks to con-
tinue to issue these notes. All the notes issued while banks

operated under their state charters had to be redeemed. A few
banks continued to operate under their state charters, but they
also had to redeem their note issues because a wary public
would no longer accept their notes. As the notes were re-
deemed, different methods of cancellation were used to ensure
that the same note would not be presented for redemption at
some later time. My years of collecting and research have
brought me to the following conclusions as to the methods of
retiring these bank notes.

The most important problems facing the banking institutions
in disposing of their notes were security and safety. Their entire
issue had to be accounted for at any one time for accounting
purposes. The methods of retiring the notes varied at the pleas-
ure of the bank officers. This article records the most often used
methods of retiring the banks' obligations. It is by no means con-
clusive. but, to my knowledge, it is one of the first attempts to re-
cord this interesting aspect of the state bank note period. It is my
intent that it be used as a basis for future study on this interesting
subject. The order in which I have listed the methods of re-
demption does not necessarily follow the exact sequence in time
that the various banks used these methods. The exact order is
almost impossible to verify.

1. The oldest and most often used method was simply to re-
tire the notes from circulation as they were presented to the
bank for redemption and simply destroy them. It is evident that
most banks employed this method, because notes from many
banks that issued currency are unavailable to collectors. Gen-

uine bank notes from banks that survived the state bank era are
truly rare. For accounting purposes, they were recorded in the
bank records as having been retired, so as not to confuse them
with later issues from the bank. Banking histories are available to
verify this method of accounting for the notes.
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2. The banks that did not destroy their redeemed notes
stored them in vaults for bookkeeping purposes, or perhaps as a
reserve in the event additional notes were needed. They would
be available for some future time. The evidence that is available
verifies that this method was seldom used. Only on rare occa-
sions are hoards of notes discovered. If this was a common
practice, hoards of notes would surface occasionally, but this is
seldom the case. The best example of this method of redemp-

tion, that I can recall, is the Cochituate Bank of Boston. When
David Wismer recorded the notes from Massachusetts, he could
only record two denominations from this bank. These notes
were extremely scarce. Today, these are among the most com-
mon obsolete bank notes. It seems that the entire redemption of
this bank surfaced. A discovery of this magnitude is rare and
very seldom encountered, but it does serve to verify this method
of note redemption.

3. The next method of redemption was probably pen cancella-
tion across the face of the note as in figure 2. This method follows
the habit of cancelling counterfeit notes by writing counterfeit, or
words to that effect, across the face of the note so that it could not

be redeemed or passed to some unsuspecting person during a
business transaction. It is only logical to assume that a bank
employee would use this method to cancel redeemed notes. The
example in figure 2 is dated, probably for accounting purposes.

4. In rare instances, the note was cancelled by "X-ing" out
the entire signatures of the president and cashier (see figure 3).
Most likely, the bank's entire redemption was not cancelled by
this method because it would not seem to serve any useful pur-

pose, except for accounting. The bank probably wanted to save
a few examples of their notes for their archives or as souvenirs
for the officers or some shareholders. Very few notes remain
with this type of cancellation.
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5. The next method would be cutting the signatures from the
note (see figure 4). At first it would seem that this was just an
easier method to accomplish the same result as the preceding,
but I don't think that was the case. The entire redemption of the
Phenix Village Bank of Phenix, R.I. was cancelled by cutting the
signatures from the notes. All the notes were salvaged. This
seems to verify that this method of cancellation was done for ac-
counting purposes. The notes were rendered useless in the
event they fell into the wrong hands and yet remained available
for accounting. It seems this method was used by quite a few
banks.     
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6. To speed up the process of rendering notes useless, but
not destroying them, caused some inventive person to develop
a hammer-like instrument with blades on the head which could
be used to strike the note as it lay on a soft surface; the note was

cut as indicated in figure 5. This method was not too widely
used by banks, but it was commonly used to redeem railroad
notes. The note was not destroyed but was obviously cancelled
and could be stored with safety.

7. During the Industrial Revolution when all types of ma-
chinery were being invented, it was inevitable that it would affect
the banking industry. Machine perforation was a method of can-
cellation of notes that was used by a few banks during the latter
part of the state banking era (see figure 6). Notes cancelled by

this method are rather scarce. The notes remained intact for ac-
counting. This was a neat and efficient method of rendering
notes useless for storage. Usually, only the last issue of a bank
would be found with this cancellation.
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8. A few banks really
wanted to be certain that
their redeemed notes were
secure (see figure 7). After
the note was machine-can-
celled, the signatures were
cut, thereby making doubly
certain that the note could
not be used again. Very few
notes are found with this
double cancallation. This is
probably the scarcest meth-
od of cancellation.
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9. An improved machine perforated redeemed notes with
the perforation spelling out words rather than just random holes
(see figure 8). The usual wording was the word "paid" along
with the date of redemption, or some other information, that the
bank required for their accounting records. This was the last

mass cancellation method used for accounting. The end of the
state banking era was imminent with the introduction of federal
currency; cancelling notes was no longer a problem for banks,
The federal government handled all currency redemptions; they
still do so today.

10. Occasionally, a bank that became a national bank re-
deemed one of their state bank issues years after the period of
redemption had passed. When this happened, the note was
cancelled and probably kept by the person redeeming it as a
souvenir. It was pen cancelled as in figure 9 and probably re-
turned to the owner, or perhaps it was confiscated by one of the
bank officers as a souvenir. These notes are exceptionally scarce
and, therefore, seldom encountered.

11. The last methods of redemption that I have recorded is
cancellation by the use of a rubber stamp as in figure 10. It
seems this was used in lieu of or along with pen cancellation.

The last two methods were administered to the back of the note
so as to not destroy the beauty of the face. As we know, almost
all the state bank notes were printed on the face only.

In conclusion, I have found this to be just one of hundreds of
interesting ways to collect and study obsolete bank notes. It
seems that the research in this area is endless.

By the way, figure 10 is the back of the note in figure 1. Can
you imagine the amount of interest lost by holding a $500 bill
from July 1, 1863 until it was finally redeemed on July 15,
1909? To my knowledge, the note is unique. Surprising as it
may seem, the note has gone full circle and is now worth its face
value. ■
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