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Paper Money

COUNTERFEITERS 
Mr. Stanton

by BRENT HUGHES

Researcher and SPMC member Ron Horstman recently
unearthed an old government document that he might
have ignored if the top line had not contained the magic
words "counterfeit money!' Actually the line said
"Pardons for making and passing counterfeit money, for-
gery and perjury!'

As collectors of paper money, Ron and I had no partic-
ular interest in the last two offenses but we wondered
what the counterfeit money part was all about. The his-
tory of counterfeiting in our country is a source of great
interest to many collectors and this innocent looking
document promised some new information on the
subject.

The congressional document seemed rather odd until
we looked at the dates on the first page. There was April
4, 1865, the day Abraham Lincoln was assassinated, and
the document had been signed by President Andrew
Johnson on February 19, 1868, just five days before the
U.S. House of Representatives voted to impeach him. To
understand the document's meaning we must briefly list
the events which led to its publication.

V ICE President Johnson became President the day after
Lincoln was shot, but the real power in Washington at
the time was Edwin M. Stanton, the powerful Secretary

of War under Lincoln. For a few weeks after the assassination
Stanton became, for all practical purposes, the dictator of the
United States. Government officials knew that Stanton still had
900,000 Army troops under his command and would not hesi-
tate to use them. It was a critical time in the history of our
country.

Stanton had been in office when the U.S. government had
begun printing paper money for the first time and had been
directed by Lincoln to take charge of the battle against counter-
feiters. He had appointed his friend William Wood, superin-
tendent of the infamous Old Capitol Prison, to head the
agency, the secret service division of the Treasury Department.
This agency eventually grew to become the U.S. Secret Service,
but its success was not due to Mr. Wood.

William Wood was a scoundrel of the worst kind. He rode
roughshod over citizens' rights by arresting suspects on the
flimsiest of evidence. In some cases he threw the suspects into
his own prison and forgot about them. At the same time he set

Edwin M. Stanton, Lincoln's Secretary of War, became virtual
dictator of the United States after the President's death. The
efforts of Andrew Johnson to remove Stanton from office
created a major crisis for the U.S. Government.

about to line his own pockets with reward money posted by
the Treasury Department for the recovery of counterfeit plates.

His ruthlessness drew loud protests from relatives and
friends of his prisoners, but Wood continued to abuse people
with Gestapo-like tactics. Stanton supported him all the way
because the Secretary was backed by the Radical Republicans
who controlled the Congress. These men were determined to
punish the former Confederate States and passed the Recon-
struction Acts that placed the Southern states into five military
districts, each ruled by an Army general under Stanton's overall
command. The situation caused chaos in a nation trying to
heal the wounds of the Civil War.

Andrew Johnson fought back but lost the battle at every turn.
When he tried to replace Stanton with a cabinet officer of his
own choosing, the Radicals passed the Tenure of Office Act
which prevented the President from replacing any cabinet
officer. On August 12, 1867 Johnson demanded that Stanton re-
sign and when he refused to do so, Johnson suspended him.
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Stanton countered by bringing in Army troops to surround his
building and staying in his office day and night.

In January 1868 the Senate refused to concur in Stanton's
suspension. On February 21, 1868 Johnson appointed a new
Secretary of War and again ordered Stanton out. The House of
Representatives quickly voted to impeach the President. The
document unearthed by Ron Horstman was the end result of a
resolution passed by the House on November 26, 1867. In the
dirtiest of dirty political moves, the Radicals had ordered An-
drew Johnson to furnish them a list of all the pardons he had
issued since he had taken office. Oddly the resolution limited
the list of pardons to those issued to prisoners who had been
convicted of making, possessing or passing counterfeit money,
or for forgery or perjury.

Stanton may have complained to his Radical friends that
while he and his man Wood had arrested counterfeiting sus-

pects and the courts had convicted them, Johnson had frus-
trated their "good work" by pardoning the prisoners. The
members of Congress who might have hesitated to impeach
the President might be persuaded to do so if they read a list of
criminals he had freed.

Fortunately Johnson and his Attorney General Henry Stan-
bery knew what the Radicals were up to and simply outfoxed
them. The list of pardons showed that Stanton and Wood had
been little more than loose cannons firing away in all direc-
tions. They had arrested quite a few people on counterfeiting
charges but there was not a ringleader among them. Those ar-
rested were just citizens who, for the most part, had not been
able to distinguish between genuine and counterfeit currency
and had simply passed on what they had received from
someone else in ordinary business transactions.
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The genuine 504 U.S. Fractional Currency note featuring the portrait of Spinner.

When the Civil War began in 1861, coins quickly disappeared from circulation when their metallic content exceeded their face value. To meet the
emergency, U.S. Treasurer Francis E. Spinner issued fractional currency in denominations from 34 to 504. The people readily accepted the "paper
change," never dreaming that counterfeiters would bother with such small amounts. Thus it was a shock to Treasury officials when they discovered
that thousands of counterfeits had been quietly passed into circulation.
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The counterfeit of the same note. The workmanship is excellent but close examination shows a slightly different expression in Spinner's eyes and
the lettering along the bottom edge is distorted, especially the letters "S" and "C"
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Incredibly the paper money involved was mostly U.S. frac-
tional currency, the emergency "Civil War change" that had
been issued as a substitute for coins. Their denominations ran
from 34 to 504 and counterfeiters found them easy to copy. For
a time everyone accepted the small-change notes without
giving them a second glance. Later on they were amazed that
counterfeiters would bother with such small bills.

Counterfeiters seemed to like the 504 note and flooded the
country with them. Thousands of transactions took place be-
fore the public became aware that such counterfeits existed.
But this fact did not deter Wood and his band of storm
troopers. They arrested hundreds of citizens who were tried be-
fore judges who knew what Stanton wanted. It was not unusual
for a poor suspect who had simply passed on a 504 note to be
sentenced to seven years in some miserable prison for his so-
called "crime"

Some cases were so evil, however, that even prosecuting at-
torneys and judges were sickened. They began to join other
petitioners in asking President Johnson to pardon such
prisoners and he had done so.

Johnson submitted his list, as required by the Congress, on
February 19, 1868. Most members never had time to read it be-
cause, on February 24, 1868, the House voted 126 to 47 to im-
peach the President. The Senate went on to try Johnson but
acquitted him by a single vote. After that famous event, the po-
litical scene settled down somewhat and the government be-
came more stabilized.

To see how counterfeiting grew to such a menace we must go
back to our country's earliest days. The governments of the colo-
nies had difficulty providing a medium of exchange and con-
sidered counterfeiting a very serious crime. Some colonies went
so far as to spell out the penalty on the notes themselves. Some
notes of North Carolina, South Carolina, Rhode Island and Ver-
mont bore a simple statement, "Death to Counterfeit!' Delaware
and Pennsylvania said, 'To Counterfeit is death:' New York and
New Hampshire had similar warnings on some of their notes.

Historians say that the death sentence was never carried out
so far as they can discover, but the dire warnings may have dis-
couraged some printers from trying their hand. These early at-
tempts at counterfeiting our currency were indicative of more
serious things to come.

In the 1800s the era of the private bank note began. Security
engraving became an art and thousands of beautiful notes were
produced. In the process, giant bank note companies were or-
ganized to meet the demand of bankers. These companies
competed to hire the most skillful engravers, who enjoyed a
pampered status in each firm.

Unfortunately, there were other skilled engravers who, for
one reason or another, chose the criminal route to riches and
turned out counterfeit bank notes that defied detection. Such
men engraved the plates but usually left the printing and distri-
bution to others. The profits were so large that highly or-
ganized counterfeiting rings became common.

At the top of such groups were the money men, wealthy
operators who quietly supplied the capital to finance the illegal
activity but never got too close to get arrested. Next in line were
the middle men who hired the engravers and printers then
turned the notes over to distributors who spread the notes over
wide areas. At the bottom were the "shovers" who actually
passed the notes into circulation by various means.

Some scholars have referred to the years from about 1825 to
1861 as "the golden age of counterfeiting in America!' It con-
tinued beyond 1861 but law enforcement severely hampered
the activity when the United States government became in-
volved and counterfeiting went into a long decline.

Before the Civil War there were thousands of counterfeit
notes in circulation, creating havoc in the banking community.
Since arrest and prosecution were handled by local authorities,
law enforcement was spotty at best. To protect themselves,
bankers and merchants were forced to subscribe to publica-
tions called "Counterfeit Detectors," which listed genuine notes
and their counterfeit copies.

Laurence Dwight Smith, author of Counterfeiting, says that in
1839 one such guide listed 20 issues of fictitious banks, 43
banks whose notes were worthless, 54 bankrupt banks, 254
banks whose notes were being counterfeited and descriptions
of 1,395 counterfeit notes then in circulation.

Bankers and businessmen were frustrated. If a counterfeiter
or "shover" did happen to be arrested by an honest sheriff or
police officer, the effort would often be wasted when a low-
paid jail guard accepted a bribe to leave the doors unlocked
when he went to lunch. It became a game, with some counter-

A very deceptive counterfeit of the 254 Fractional Currency note which featured the portrait of William P. Fessenden, Secretary of the Treasury in
1864 under President Lincoln.
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Counterfeit of the 50C Fractional Currency note which portrayed Edwin M. Stanton, Lincoln's Secretary of War. Although the portrait is
crudely executed, the note circulated for some time as evidenced by the frayed edges and tear on the left end. In the hysteria of the Civil
War, it was not uncommon for an average citizen to receive a long prison sentence for having such a note as this in his possession.

feiters vying with each other over which one could get out of
jail fastest. In many areas along the Canadian border the coun-
terfeiting gangs actually controlled town governments with the
mayor and police chief on their payrolls.

This kind of lawlessness reached its peak in the 1850s, but
the outbreak of the Civil War turned the counterfeiting busi-
ness upside down. The United States government was forced to
print its own paper money to finance the war. A legal-tender act
was passed by Congress in 1862 which authorized the issue of
notes commonly known as "greenbacks:' Counterfeiters wasted
no time in producing their own copies.

The Confederate States of America produced its own currency
using private contractors but counterfeit copies soon flooded the
plantations in payment for cotton. The rebel government had
few resources to detect and arrest counterfeiters. Their task was
made much more difficult because most of the counterfeiters
lived in the Union, primarily in the border states.

The first United States (legal tender) notes were made by the
major bank note companies in New York who were supported
by influential members of Congress. Officials at the Treasury
Department who paid the bills felt that they were being over-
charged for the paper money and set up what eventually be-
came the present-day Bureau of Engraving and Printing.

It was not long before the first counterfeits of U.S. paper
money appeared. Skilled engravers had no trouble at all
copying the government notes. Federal officials soon realized
that they would have to set up some sort of agency to go after
such criminals. Secretary of War Stanton appointed William
Wood and the problems began. Wood said in his memoirs, "At
this time it was currently reported that about one-half the
money in circulation was counterfeit. I was permitted to use
my own methods to effect the desired results, and I determined
upon capturing and holding in custody the engravers and prin-
cipals engaged in the business west of the Alleghenies:'

The situation did not improve and Treasury Secretary Hugh
McCulloch finally went to President Lincoln. He proposed set-
ting up a permanent force whose only job would be the sup-
pression of counterfeiting. Lincoln agreed, saying "I think you
have the right idea, Hugh. You work it out your own way!' That

night Lincoln went to Ford's Theatre, where he was shot by
John Wilkes Booth.

On July 5, 1865 the Secret Service Division of the Depart-
ment of the Treasury was officially established. Edwin Stanton
was riding high so no one was surprised when William P.
Wood was chosen to be the first director. Wood did not change
his methods when he gained his new title, but more and more
people were getting fed up with him. He placed his fate in
Stanton's hands, but when the Senate failed to convict Presi-
dent Johnson, Wood knew that Stanton was on his way out and
that he would go with him. In 1869 Wood was "asked to resign','
a euphemism for being fired, and Herman C. Whitley took his
place. Whitley cleaned house at the Secret Service and it even-
tually grew into the agency we have today.

The document mentioned at the beginning of this article
stands in mute testimony to the abuse committed by Wood and
his staff. The report consists of 61 pages detailing the pardons
granted to 125 persons living in 20 states and the District of
Columbia. Obviously we do not have room here to list all of the
entries but excerpts illustrate several points of interest.

1. Wood had violated the civil rights of hundreds of citizens.
2. Courts and judges had been influenced by Stanton.

Judges had imposed sentences that were outrageously severe
and would not be permitted today.

3. Friends and families of the prisoners had appealed to
their Congressmen to get the men released.

4. President Johnson had recognized the Civil War military
service of many prisoners that had left their families destitute.
He was also moved by the poor health and poverty of some of
the prisoners.

Perhaps the most outrageous action had been taken against
Antonio Rasa who had done nothing except live in a tenement
house where police found some counterfeit money. He had
none in his possession and no one knew where it had come
from. The court convicted Rasa of having made the copies of
U.S. fractional currency and the judge sentenced the frightened
defendant to six years in prison. The harsh sentence sickened a
number of people who petitioned the President for a pardon.
Johnson complied and Rasa was released a month later.
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Crude counterfeit of the United States note dated March 10, 1862. The genuine note was a superb example of the engraver's art by American Bank Note Company
of New York. Note that the counterfeiter printed the serial number upside down, but still passed the note into circulation.

Crude counterfeit of the genuine $5 United States note dated March 10, 1862. Portraits such as this one always caused problems for counterfeiters who found
eyes and facial expressions difficult to copy. They did better with lettering but close examination shows many variations from the genuine which was beautifully
engraved by American Bank Note Company of New York.
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This is a counterfeit of the $10 United States note which was engraved and printed by American Bank Note Company of New York. The counterfeiter had
difficulty with his rendering of Lincoln which has a poor lip line and eye expression. His rendering of the American eagle at center is excellent. Hundreds of these
counterfeits were placed in circulation doing great damage to the financial health of the Union.
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George W. Flood had been convicted in Missouri in 1864 of
attempting to pass one counterfeit U.S. Treasury note. The
judge sentenced him to five years in prison. Because of Flood's
good behavior during confinement, his repentance and his
youth, he was pardoned on July 20, 1865.

William Wood had collected a lot of reward money when he
turned in the plates he had seized while on duty. A typical ex-
ample of how he accomplished this is found in the document
where the Pardon Clerk's report is quoted. It involved one
Thomas Ira Johnson who had been suspected of counter-
feiting. The clerk's report is as follows:

Johnson was arrested near Indianapolis in August 1864, by detec-
tives, taken to Washington, D.C., where he was confined in the Old
Capitol Prison, then under the charge of Colonel Wood, now chief
of the secret service division of the Treasury Department. He was
there confined until June or July 1865, when he was returned to In-
dianapolis, and turned over to the civil courts for trial. Three terms
of the United States court passed before he was brought to trial;
when, in June 1866, he was arraigned, found guilty, and sentenced
to seven years' imprisonment. He was recommended for pardon by
many citizens, on account of his long, "unwarrantable, and illegal"
confinement in the Old Capitol, the length of time he has been im-
prisoned at hard labor, his uniform good conduct during confine-
ment, his comparative youthfulness, and his determination to lead
in future a virtuous life.

I now have to report the gist of the matter in this case, viz: When
application for pardon, on the foregoing grounds, was filed,
Colonel Wood filed a statement to the effect that Johnson had in
possession a $5 counterfeit plate, of unusual excellence of execu-
tion, and very dangerous to the community. He protested against
pardon until that plate was delivered to him. I wrote to Alfred Kil-
gore, United States attorney for Indiana, and recited the facts in the
case. It seems that the plate was so valuable that Colonel Wood was
perfectly willing to have Johnson released if that was secured, on
the ground that, while said Johnson in propria persona received
the punishment, yet the plate, being in the hands of skillful coun-
terfeiters, the whole country would suffer thereby, by having its
issues thrown upon the mercantile community. Mr. Kilgore, United
States attorney, made the surrender of this plate a condition prece-
dent even to the examination of the case. The plate was secured,
returned to the Solicitor of the Treasury, and is now in the custody
of Colonel Wood. This is an important capture; so much so, that
the district attorney, Mr. Kilgore, now recomends the pardon of
Johnson, confident that he will hereafter lead an honest life. In con-
sideration of the whole case, I think Johnson should be pardoned,
on giving bonds of future good behavior.

Respectfully submitted: F.U. STITT, Pardon Clerk.

Pardoned August 22, 1867.
Recommended by—John M. Binckley, acting Attorney General
United States; A. Kilgore, United States district attorney; Hon. J.E.
McDonald, and McDonald, Roache Sheeks.

The other entries in the document show a pattern of abuse in
which poor and uneducated citizens, many in bad health, were
simply abused by Wood and his men. Without funds to hire
defense counsel they were at the mercy of an establishment
that was utterly corrupt. We can be grateful that safeguards are
in place today which prevent such abuse and keep the likes of
William Wood from being placed in positions of authority.

The April 4, 1865 document which at first glance looks like
thousands of other such publications created by the Congress
tells us quite a bit about a subject of great interest to collectors
of paper money.
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NEW YORK (Continued from page 159)

hattan. During the last quarter of the nineteenth century, the
city acquired territory on the mainland and, on January 1,
1898, united with the counties of Kings, Queens, and Rich-
mond to form the city of the present day. For purposes of an ar-
ticle on the obsolete notes from other locations within today's
city, I would appreciate receiving information on any and all
notes from villages, townships, and cities located within the
territorial area of the present Boroughs of Brooklyn, Queens,
and Staten Island, within the portion of Westchester County
now in the Bronx, and, at least theoretically, within Manhattan
itself. Except for the latter, they definitely exist. I would particu-
larly appreciate information on the rarer notes from the city of
Brooklyn and any obsolete note from my home town of
Flushing, Queens.

REFERENCE

John Cleaveland, The banking system of the state of New York, second edi-
tion by G.S. Hutchinson, 1865. (Arno Press reprint, 1980).

SCRIPOPHILY (Continued from page 160)

scandal which forced I.O.S. into bankruptcy. It took 13 years to
settle the bankruptcy, and now hundreds of millions of dollars
await claimants.

Needless to say, if the documents you are collecting belong
to a family member or are "bearer" stocks or bonds, they should
definitely be researched. Amazingly, over the last 25 years,
Stock Search International Inc. (SSI) has helped people across
North America recover more than $4 MILLION from "obscure"
securities they thought worthless!

Also actively involved in selling and buying old stocks and
bonds for their collection value, SSI offers catalogues and has
recently formed a collectors club. The first newsletter of the
club has been mailed to more than 75 new members residing
in Australia, Canada, England, France, Germany, Switzerland
and the United States. It included practical tips for collectors, a
feature article explaining the origin of scripophily and collect-
ible certificates as well as a "classified section" for purchasing
and selling old documents. The membership fee is $10 per year
and, as a member, one will receive a newsletter every four
months. Members are also entitled to a 5% discount on all col-
lectibles purchased from SSI.

To receive a brochure explaining the procedures to follow in order to
have a stock investigated or to get your free catalogue of collectible cer-
tificates, please contact:

Stock Search International, Inc.
10855 N. Glen Abbey Dr.
Tucson, AZ 85737
Phone: 1-800-537-4523


	Paper Money Counterfeiters and Mr. Stanton

