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THE PREPARATION OF

DEMAND NOTES

By RONALD L. HORSTMAN

Numismatist and Financial Historian

R
 ECENTLY discovered correspondence between U.S.

Treasury officials has cast new light on events that
involved the preparation of non-interest-bearing trea-

sury notes, commonly called demand notes. This informa-
tion should serve to complement my original article in PAPER
MONEY, Nov./Dec., 1987.

The Acts of July 17 and August 5, 1861 authorized, among
other things, the issuance of $50 million dollars of demand
notes, the first government currency intended for general cir-
culation. An issue of this magnitude and its expedience re-
quired by the war between the states gave rise to problems
not previously experienced by the treasury department. Secre-
tary of the Treasury Chase wisely delegated the responsibility
of making arrangements for this issue to John J. Cisco, the as-
sistant treasurer at New York. Since most of the nation's bank
note engraving and printing was done in the New York area,
Chase relied on Cisco's knowledge and integrity to negotiate
a contract for the preparation of these notes.

Chase wrote to Cisco on July 22 stating that he had con-
ferred with representatives of several different engraving
houses, concluding that American Bank Note Company
(ABNCo.) had the largest capital and the facilities for executing
the work. He felt that giving them the work would best serve
the public interest. However, if Cisco felt that employment
of another firm or division of the work would better suit the
government's needs he was authorized to do so. The letter
continued 'As to the form of the notes, I propose to leave that
entirely up to you, taking such advice as you may see fit. The
simpler the better I suppose. Let's have tens and twenties first.
I wish to avoid fives altogether, but may be driven to them."

After carefully evaluating the bids of both ABNCo and the
National Bank Note Company (NBNCo) Cisco informed
Chase on July 25th that he had chosen ABNCo, provided they
could put a sufficient force to work on the notes within the
required time. Taken into consideration to reach this decisison
was not only ABNCo's position in the industry but the fact
that their lower bid would save the government $18,000 in the
preparation of this $50 million dollar issue. The NBNCo was
subsequently given the contract for preparation of the Oregon
War Bonds.

On July 26, 1861 George Harrington, assistant to Secretary
Chase, instructed Cisco to order ten million notes each in the
denominations of $10 and $15, payable at Boston, New York,
Philadelphia, St. Louis and Cincinnati. Cisco responded the
next day questioning the propriety of paying the notes in
different locations. He felt that this would require keeping a
large amount of gold at each office. He instead suggested that
all notes be made payable at New York since most demands
on the U.S. treasury were made there. The law did, however,
give the secretary sole discretion in this matter. On July 29th

Cisco again wrote to Harrington, this time questioning his de-
cision to issue $10 and $15 notes. Chase had previously in-
structed him to have $10s and $20s prepared. An order for
the $15 notes had been given to ABNCo with instructions to
proceed with utmost dispatch. Cisco suggested that $15 would
be a very inconvenient and unusual denomination and that
he felt $5s would be more easily circulated.

On July 30th Chase sent a brief telegram to Cisco "Revoke
order for fifteens and substitute fives." Harrington wrote to
Cisco on the same day directing him to have models of each
note as proposed sent to the secretary for his approval in-
cluding the $5 note payable on demand.

The following day, Cisco, still not satisfied with the instruc-
tions from Harrington about the five proposed locations for
payment of the notes, telegraphed Chase for further clarifi-
cation. Chase responded "I see no sufficient reason for
change, Harrington has written, send models of notes before
printing."

Notice that the original act, passed on July 17th, authorized
notes of not less than $10 payable at New York, Boston and
Philadelphia. Harrington and Chase decided to make the
notes payable at St. Louis and Cincinnati and to issue $5
denominations in late July. The law was not revised to accom-
modate these changes until August 5th. Also among the re-
visions was one that allowed the notes to be received for
public dues.

On August 7th Cisco instructed ABNCo to proceed with the
preparation of $20 million of demand notes payable as follows:
at New York, Boston and Philadelphia, two-and-a-half mil-
lion $5s, one-half million $10s and one million $20s; at St.
Louis and Cincinnati, one-and-a-quarter million in $5s, three-
quarter million in $10s and one-half million in $20s.

On August 8th Chase came to New York and met with
Cisco. Among the topics discussed was the printing of dates
on the demand notes. Since they bore no interest and could
be reissued, it was decided that this would save time, labor
and avoid errors.

By February of 1862 almost all of the $50 million in demand
notes authorized by the Acts of July 17th and August 5th had
been prepared. The cost for paper, plate engraving, printing
and numbering of this series was $113,000. This did not in-
clude the cost to the treasury department for signing,
registering and preparing these notes for issue.

As can be seen by these communications, the thoughts and
acts of John J. Cisco had a profound effect on our first
greenbacks.

Reference:
U.S. Senate, 37th Congress, 2nd Session, miscellaneous document 42,

U.S. Serial No. 1207.
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