TREASURY DEPARTMENT

WASHINGTON

September 14, 19u2,

To the President of the Banking Institution addressed:

The Victory Fund Committees throughout the
country will assist the Treasury in the distribution of
Tax Savings Notes. The official circulars describing
these notes have been sent to you by the Federal Reserve
Bank in your district.

The terms of the Series A Notes have been
changed so as to permit a purchaser to present amounts
up to $5,000 per annum in payment of taxes, whereas the
Series A Notes were formerly limited to $1,200 per annum,

A new Tax Savings Note, designated Series C,
will be offereds It will mature three years from date of
purchase and may be used in unlimited amounts in payment
of taxes. Series C Notes will be redeemadle with accrued
interest, except by commercial banks, and therefore offer
an unusually attractive medium for those seeking temporary
investment of funds.

Both series of new Tax Savings Notes will be
offered to the public on September 14, 19L2.

It would be most helpful to the Committees, as
well as to the taxpayers in your community, if you will
designate a convenient place in your bank where prospective
purchasers of Tax Savings Notes may obtain information and
make application for purchase.

I shall appreciate your cooperation.

Very truly yours,

/4
7,
cretdry of 4he Treasury.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical 1ibrary (FedHistory@dal.frb.org)



TREASURY DEPARTMENT
Washington

FOR RELEASE, MORNING NEWSPAPERS,
MONDAY, September 14, 1942,

Secretary Morgenthau today announced changes in the terms of the Treasury
Tex Savings Notes, which have been on sale since August 1, 1941, for the con-
venience of taxpayers and which are receiveble at par and acerued interest in
payment of Federal income, estate, end gift taxes.

The chenges are effective in new Treasury Notes of Tax Scries A-1945 and
Tax Sories C=-1945, which will be offered for sale begiuning Scptember 14, al-
though the now notes will not bec ready for delivery before the latter part of
the month. The notes of Tax Series A=1944 and Tox Scries B-1944, which havo
been available since Jonuery 1, 1942, wore withdrewn from salc at the close of
busincss Scptember 12, 1942,

The new notos of Tax Scrics C are adoptable for dual purposes: (1) for the
accumulation of tox reserves and (2) for tho tomporary or short-term investment
of cash balances which are ot prosent idle. This new series of Treasury Notes,
the Secretary said, will furnish o security well adapted to corporations and
other investors for the mobilization of their idle funds for the War program.
The new terms provide greater floxibility, and, through provision for cash re-
demption with intercst, permit holders of Tax Series C notes to realizc on the
notes without loss of interest.

Mombers of tho Victory Fund Committees in the twelve Federal Reserve Dise
tricts, with & trained securitics salcs personncl, will participate uctivciy
in the salc of the now Tax Savings Notes. Each Federel Reserve District Come
nittce is headed by the President of the Federal Reserve Bank of the District.
Members of Vietory Fund Committeos, as well as bankers ond securitics salcsmen

gonerally, will hove complote informetion and applicotion forms snd will assist
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taxpayers and other investors desiring to purchase these notes.,

The notes of Tax Series A-1945, like those of prior Series A notes,
are intended primarily for the smaller taxpayer. The new notes will be
dated September 1, 1942, and will mature September 1, 1945, thus pro=-
viding a maturity of three rather than two years from issue date. The
limitation on the principal amount that may be presented on account of
any one taxpayer's liability for each class of taxcs (income, estate
or gift) for cach taxable period has bsen raised from $1,200 to £5,000,

The new limitation will also apply to prior Tax Series A-1943 and A-1944,

or to any combination of the threc series. In other respects the torms

of notes of Tax Sgrics A-1945 rouuin the sams as those of A-1944. Interest
will aceruc (from September 1942) at the rate of 16 conts por month per $100,
cquivalent to a yield of approximately 1.92 percent per annum. The notes
will be issued at par and accruzd interest. If not presented in payment

of taxvs, the notes will be rodecmed at the purchaso prics only, cither

at or beforu maturity, without advance notice. The notes will be avail-
able in the denominations of 325, %50, $100, $500, $1,000 and %5,000,

The now notes of Tax Scries C will be datcd as of tho first day of the
month in which purchascd, will maturc three ycars thercafter, and they will
'be issued at par. Interost on the notus will accrus cach month from month
of issuc, an a graduatsd scale, the equivalunt yicld if held to maturity
being approximatoly 1.07 perecent per annum. The amount of acerual cach
month on each 1,000 principal amount of notes, from month of issuc to month

of maturity,follows:



Holf=year Periods after
nonth of issuo

Intercst accerual $1,000 principal with
onch month per $1,000 intercst accrual (cumu-

First 1/2 JCOTr eeenesensee
1/2 to 1 JeOTresesceseneen
1 to 1-1/2 YCOrSeesevecee
1-1/2 to 2 YCOrSeessseses
2 to 2"1/2 YCOrSeseesvosne
2-1/2 o 3 yoarSeessceces

$0,50
0480
0490
1,00
1.10
1.10

lative) to ond of
period added

[ EXEANEERENNE R XN A $1’003.00
8000008 OGSIDOIOUEOGS 1,007.80
S0s0ss00scnsesse 1,013420
.‘....‘..‘Q..'... 1,019.20
9000060000002 00 1,025.80
cess0essecnveses 1,032,40

If hot precsented in payment of toaxes, and except for thosc in the nemes of

banks that accept demand doposits, the notes of Tax Series C will be

redcenieble at par and aceruved interost, either at maturity or, on 30 doys' ad-

vance notice, during snd after the sixth calendoar month aftor the month of issuc.

If inscribod in the nome of a

bank that accepts demand deposits, the

notos will bo accepted at par and aceruod inteorest in psyment of taxes, but re-

deemed for cash at or before maturity only at the purchase pricc, or pare The

notes of this series may be pledged with banking institutions as collateral for

loans but no other hypothecation will be reccognized by the Trcasury Deportment.

The new Troasury Tax Savings Notes, like those of prior scries, will bo

issued only by the Federal Reserve Banks end Branches, ond the Treasury Dopart-

ment, Washington.

The official circulars, giving full particulers regording the notes of the

new series, follows





