
Caduceus, on the left, was sketched by John W Casilear and engraved by Alfred Jones. Justice with Shield was engraved by Charles Burt. Loyalty
by Alfred Jones, at the right, was engraved by WW Rice. Although 38 pieces from 118,112 pieces remain outstanding, no circulating copies of this note
are known.
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Two Unique Interest-Bearing
Treasury Notes

From the Act of March 3, 1863
by GENE HESSLER

NIQUE is a term often used without foundation.
What I find even more outrageous are the terms semi-
unique and almost unique. Until others are docu-

mented two U.S. interest-bearing treasury notes, each with
three coupons, $50 H(essler) 945d and $500 H1342 are abso-
lutely unique. They came to our attention when the paper
money collection of Ambassador J.W. Middendorf II was auc-
tioned by Christie's on 22 March 1994.

During the two decades he spent assembling what probably
became the best collection of proof notes, Ambassador Mid-
dendorf called me to discuss new acquisitions or to ask for an

opinion about pieces that were about to be auctioned or sold.
Over the years he provided me with photocopies of these
scarce and rare pieces.

About two months before the March auction took place I
was engaged by Christie's to describe the notes in the U.S. fed-
eral section of the sale. I was flattered to hear that the Ambas-
sador stipulated that I should be involved in these
descriptions. Everything in the collection was known to me—at
least that's what I thought.

As I went through the collection everything to be described
was an old friend that had been seen before. That is, until I saw
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the $50 H945d and $500 H1342 notes. Both were revelations.
When I spoke with the Ambassador in February he said he
thought he had sent photocopies of these notes—a mere over-
sight. Each would receive one page to showcase their rarity in
the Christie's catalog.

On 25 September 1988 Christie's auctioned several framed
paper money and stamp montages. For decades, perhaps a cen-
tury, these had decorated various offices at American Bank
Note Co. (ABNCo); some were familiar to me. One frame in-
cluded a fan-like arrangement of notes, in the midst of which
and only partially visible was a $500 interest-bearing note. One
could see part of a liberty cap, an American flag and The Eagle's

Nest. Only the denomination, date of the act and "Two Years
After Date," at the top of the note were shown. From that the
vignettes could be identified on this unknown note and a
reconstruction attempted. When I saw the complete note in the
Ambassador's collection I was elated.

The $50 note, H945d, is the same as the $50 design that did
not include coupons. Nevertheless, an example of this rarity
was finally documented. There is no record to confirm that any
$500 notes of this type without coupons were issued.

As anyone would expect, the obligations on the notes with
and without coupons differ. The obligation on the $50 H945c
without coupons states that the interest is payable to the bearer
at maturity. The $50 H945d and the $500 H1342 with three
coupons were payable semi-annually, as stated on the notes.
On both H945d and H1342 one will see "The last Six Months
Interest will be paid with this note:' The three coupons were
clipped and redeemed at six month intervals.

These beautiful pieces are reminders of a time when an in-
vestor received an engraved piece of art rather than a receipt.
And, if the investor chose, he or she could place the note in cir-
culation.

History of Interest-bearing Treasury Notes

The first United States interest-bearing treasury notes were is-
sued in 1812. Their recommendation came from Secretary of
the Treasury Albert Gallatin on May 14, 1812, one month be-
fore war was declared against Great Britain on June 18. These
notes, and most of those that were periodically issued during
the following 53 years, gained interest. The lower denomina-

Liberty and Union was engraved by Charles Burt. The Eagle's Nest, as seen here, is part of a larger engraving; it was engraved by James D. Smillie.
Louis Delnoce retouched the eagle and outer portions of the vignette as seen here. Although three pieces from 80,604 remain outstanding, no circulating

examples of this note are known.
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tions, at times including notes as high as $20, circulated as cur-
rency. Higher denominations were often held by banks as
"high-powered reserves for the expansion of their own notes
and deposits, and as clearing media for adverse balances with
other banks" (Timberlake, 15). These notes did not enjoy legal
tender status, but were nevertheless receivable for government
debts, taxes and duties.

Section two of the Act of June 30, 1812 authorized the issue
of treasury notes stating:

That the said treasury notes shall be reimbursed by the United
States, at such places, respectively, as may be expressed on the face
of the said notes, one year, respectively, after the day on which the
same shall have been issued; from which day of issue they shall
bear interest at the rate of five and two-fifths per centum a year, pay-
able to the owner and owners of such notes, at the treasury, or by
the proper commissioner of loans, at the places and times respec-
tively designated on the face of said notes for the payment of
principal.

The first treasury notes were signed by designees of the Presi-
dent of the United States at a compensation of $1.25 for each
100 notes signed. These notes were then countersigned by
United States Commissioner of Loans for the state in which the
respective notes were payable. As part of the Act of December
26, 1814, signers had their fee reduced to 754 per 100 notes
signed. The length of the loan for treasury notes issued be-
tween 1812 and 1860 was one year. Interest rates on treasury
notes issued during this period ranged from 2 to 6 percent.
There were three exceptions; those issued under the Acts of Oc-
tober 12, 1837, March 3, 1843 and June 22, 1846 bore interest
at a minimum of 1 mill percent.

Interest accrued at the rate of 5, 6 and 7.3 percent over a
period of sixty days to three years for treasury notes issued be-
tween 1861 and 1865. Three-year notes included five coupons,
each redeemable after intervals of six months. The final pay-
ment was made when the note itself was redeemed. The acts
that authorized some treasury notes also allowed for their reis-
suance, provided the outstanding amount did not exceed the
authorized amount.

Beginning with emissions authorized under the Act of
February 24, 1815, treasury notes received the countersignature
of the United States Register of the Treasury. Treasury notes is-
sued under the Act of October 12, 1837, and all that followed
through 1865, bore the signature of the United States Treasurer
and the countersignature of the United States Register of the
Treasury.

After 1865, bonds, which had been issued concurrently,
seemed to suffice as United States interest-bearing fiscal paper.
United States treasury notes regained popularity in the 1970s.
However, since a book entry is made at the time of purchase, a
statement is received instead of a certificate.

Interest-bearing treasury notes, compound interest treasury
notes in denominations of $10 and $20, and refunding certi-
ficates often circulated as currency.

Sources
Hessler, G. (1992). The comprehensive catalog of U.S. paper money. Port

Clinton, OH:BNR Press.
Timberlake, R. (1991). Gold, greenbacks, and the Constitution. Berryville,

VA: The George Edward Durell Foundation.

Illustrations courtesy of Ambassador J.W. Middendorf II and Christies.

NEW FLIM FLAM SCHEME
"The thing in the way of flim-flam now, and the real thing," said
an old detective, "is away ahead of any of the old tricks, I know
anything about. It has been worked but once in New Orleans,
as far as I know, and if it has ever been worked in any other
place I do not know about it. The business about finding a
pocket-book, springing the pigeon, as it is called; the lock trick,
which by the way, is one of the smoothest of the whole list, and
all the others are cheap and clumsy in comparison with the
clever scheme that was worked on a down-town barkeeper a
few evenings ago. It shows one thing, and that is that the
criminal classes are quite as active mentally and otherwise as
men who are engaged in the decent callings of life. They are
probably more active mentally than the men who are ground
into narrow grooves because of ceaseless toiling in an effort to
keep the wolf away. The new flim flam scheme is wonderfully
simple, and is worked with paper money. A $— [sic] and a $5
bill are needed. Of course bills of higher denomination could
be used, but the two men who worked the trick here used the
bills of the first denomination—a $1 and a $5 bill. It is worked
this way: One of the men will write in thin letters on the back
of the $5 bill what is supposed to be a list of his laundry. For
instance in this way, One shirt, two collars, two pairs of cuffs.
He will go into a saloon where there is a rush on in order to
minimize the possibilities of the barkeeper's detecting the
scribbling on the billl, [sic] and will call for a drink.

"The money is put in the drawer, the man gets his drink and
his change and walks out. Directly his partner walks in, calls for
a glass of beer and tenders a $1 bill in payment. The barkeeper
throws out 95 cents in change. 'You made a mistake, old man,
the purchaser will say; 'I gave you a $5 bill! A polite wrangle
follows. The fellow is insistent, says he had only one piece of
money, and that was a $5 bill and he remembers to have jotted
down a list of his laundry on the back of it. He calls for the
boss, tells him of the dispute, and asks him to see if he has a $5
bill with 'one shirt, two collars, two pairs of cuffs, written on it
in pencil. Sure enough the bill is found and the man gets his
$4.95 in change. This is the scheme they worked on the man
down town, and he had no idea he had been swindled, until he
thought it over for some time, and the whole plot dawned on
him. It is a clever scheme, but one that will not last, as bar-
keepers are awfully quick to get on to tricks of this sort:=New
Orleans Times Democrat.—(Grand Forks (N. Dak.) Daily Herald,
Nov. 9, 1902.)
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