FEDERAL RESERVE BANK

OF NEW YORK Circular No. 104,

/B
)

New York, Juns 1, 1918.

SPECIAL GOVERNLMENT DEPOSITS
of

Receipts of Income and Excess Profits Taxes.

T0 THE PRESIDENT,
SIR:

We desire to call your particular attsntion to the provisions
of Treasury Department Circular No. 92, dated October 6, 1917, and the
supplement thersto dated lMay 29, 1918, copy of which has been mailed
to you by the Department.

Embarrassment to the Government and congestion in the financial
situation resulting from the payment of income and excess profits taxes
during the current month must, of course, be reduced tc & minimum; and
to this end it is essentizl that all the banks and trust companies of
the country coopsrate with the Treasury Departmsnt end the Federzl re-
serve banks in carrying out the plans prepared by the Secretary of the
Treasury, as set forth in the said circular.

If your institution is already a qualified depositary, it nsed
not requalify, but you can only receive deposits of tax monies for an
amount for which your institution is qualified in excess of your exist-
ing Government deposits. It is imperative that you notify the Federal
Reserve Bank of New York by letter or telsgram of your desire to receivs
deposits of such tax monies.

If your institution is not already qualified as a dspositary
under the terms of Treasury Department Circular No. 92 and of the supple-
ment thereto dated April 10, 1918, or if your institution is not gquali-
fied for a sufficient amount in excess of your present Government dsposits,
you mast make application for deposits of public monies on Form H-3, ac-
companied by a certified copy of resolutions duly adopted by the board of
directors or trustees of your institution on Form J-3.

Please bear in mind particularly the following points, which zre of
vitzl importance:

1. The necessity of qualifying to receive the tax monies
in ample amount.
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3. The importance of your advising and encouraging
your clisnts and depositors to use the United
States certificates of indebtedness maturing
June 25th in payment for the income and ex-
cess profits taxes to as great an extent as
possibls.

4, The obligation upon banks and trust companies
that they shall under no circumstances permit
the defeat of the purpose for which such cer-
tificates of indebtedness were issued, either
by cashing them for their customers or making
loans upon them to enable their customers to
make payments of taxes in cesh instead of by
using these certificates of indebtedness.

The importance of cooperating with the Treasury Department cannot
be overstated, in view of the fact that there are ocutstanding more than
$1,500,000,000 of such certificates of indebtedness and that their pres-
entment for payment would not only cause a serious dislocation of funds,
but also would reyuire the Government to make hsavy withdrawals of monies
now held by depositaries in order to provide funds to pay for the certif.
icates presented.

Any depositary which fails to comply with the reguiremesnts of
Parggraphs three and four above, will under the terms of the Treasury De-
partment circular, bs disqualified as a depositary for any monies arising
from the payment of Income and Excess Profits Texes.

Institutions which have not qualified as depositaries of public
monies and also those which will desire to jualify fdér additional amounts,
please note the following:

l. Banks or Trust companies which have not quali-
fied, should furnish three copies of the application
(form G.D.7); three copies of the list of collatersl
securities attached to the application; and one certi-
fied copy of the resolution (form G.D.6) of your board
of directors, with corporate seal affixed.

2. Bonds or commercial paper offered as collateral
security for deposits should be listed by typewriter on
the application (form G.D.7). Bends should be listed
alphabetically in deteil; viz: name of bond, lien, ma-
turity (month, day and year), rats, date of next matur-
ing coupon, par value. Serial bonds should be listed
separately as to the amount of each maturit¥. Lommoer=
glal paper should be listed in aceordance with instrue-
tions on applications (form G.D.7). I ateral se-
gurity should accompany the applications; upon approval

will ven when where to deposit it. The
collateral security should be diversified and of such
character that the market value may be resdily obtzined.
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As to the eligibility of collateral security, you are
to be guided by Department Cirdular No. 92 and the
amendments thereto dated April 10, 1918 and May 29,
1918.

Applications will be approved in the order in which they are re-
ceived at this bank.

Very truly yours,
BENJ. STROKG,

Governor.
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