June a&-o lg"l

Memorandum to: Undsrsearetary Bell
Froms Chairman Eccles

The Board yesterday afternoon considered in detail the
progren for issuing Treasury tax notes. Reparding Geries A
notes, wo present for oconsideration the possibility of inoreas-
ing the limit from $1,200 to $1,500 or §1,500. Anothor suzges-
tion advanced is that some mechanisn should be dovised for giving
the holder of the mmturing notes a receipt for the amount of
taxes paide This rdght be 4in the form of a stub attached to the
tax notes, which oculd be detached, stanped by the Internal Reve-
nue collector, snd malled to the owner of the notes.

Regarding Serles B notos, it seems to me that the pro-
posel which I made some time ago for issuing non=nspotiable notoes
having a ﬁe«r uo.furity and paying semianmnl coupons at annual
rates of 1/2, 3/4, and 1 per ocent would be preferable, be-
cause it would uoot noi: only the immediate problem of tax antioli-
pation but also the larper problem of tapping idle deposits. The
notes which I propose would be sold to investors other than com=
wmeroial banks, would be registored, would be issued in denominme-
tions of $1,000 end over, and would be redsermble on 30 days®
notice. Provision might elso be made for extending the naturity
beyond 2 years, There is no use having both the notes whioh 1
propose and the Series B notes, since this would only add to the
alresady large number of types of issuss. The Series B notes are
not nscessary from the point of view of emabling taxpayers to
budget their tax requirements. 7This is doms anyway by the larger
taxpayers who would purchase Series B notes,

These larger taxpayors bave substantial samounts of cash
availabdble, not only ag reserves for tax payments but for other pure
poses as well, The plan which I propome, therefore, would tap not
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only the tax ressrves but large additiona) sums of moneye. This proe
posal would be betbter than tho issuance of additionel bills, beoause
the bills would go largely to banks, while the special issus would
nnte An sdventege of the proposed securities over Serles B notes is
that the intoreat that the Treasury would pay would be smaller, ox-
copt where the notes were hold for the entire 2 years. Ancthor ed=-
wvontage is that the holders, furthermore, might well £ind that they
have sufficient cush whon inocome taxes are due to pay the taxes out
of cash balances yather thon %o turn in the notes, In this way
thare would be a constant incresso in pubstantial holdings of non-
noegotiable Government seourities and a oorresponding decreese in the
ased {or open-rarket issuen,
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