
IN'I'f'::RPRBTATION OF LAW OR HEGULATION 

(Copies to be sent to all Federal Reserve Banks) 

Mr. _ , Vice President, 
Federal Reserve Bank of ------
Dear Mr 

S-476 
Reg. D-16 

This refers to your lc;tter of February 10, 1942 address\O:d 

214 

to lvir. Leo H. Pau.lger, Chief of the Board's JJivision of Ex:amination,,, 
regarding the question whether amounts deduct::'d by a bank from its 
employees' salaries for Social Security t;:;.xes should properly be shown 
as deposits or ::ts oth:or liabilitif;:;;. You also raise the question 
vJhether amounts accrued by the bank for pa?mcnt of i tJ taxe~:: under thE; 
Social Security Act and under State unemp:Loyment tax laws should be 
carried as deposita. 

It aplJE::ars that under the Social Security iic+J the tax im­
posed upon employees is rec,uired to be collected by tli'::; employer by 
deducting the amount of such tax from the /rages as ::mel vvhen paid and 
that ever;f employer so re:1uired to deduct :~he tax is expressly made 
li.:1bls for the pa.Jrncnt of such tax. In the present CE',se, therefore, 
the bank deducts the ar:to1mt of the ta]~ f::·om the Si<l'H'Y of the employee 
e-nd is then i tsc::lf' legally lia.l:-;le for the payment of su<.:h tax. In 
the;:;e circumstanceE; it is the view of the Board that Dmounts so re­
quired to be deducted from emoloyees 1 saJaries and to be paid by the 
bank under the Socio.l Sscuri ty Act are n')t to be regurd3d as deposits 
for reserve purposes but should be shown in cond.i tion reports as 11 0'cher 
liabilities 11 • 

'Hit.h respect to ar;loUI1ts accrued ~by the bank for the purpose 
of n,eeting taxes imposed upon it under the Soeial Securit,y Act or un­
der State unemployment tax laws, it is the Board 1 s Ol)inion that such 
amcm ... '1ts lik,;wise should not properly be classified as depo.:;i ts but 
should be shown by the bank as 11 0~ her liat,ili ties!! in the accoun::. "In­
terest, taxes, a.nd other expenses accrued and unpaid. 11 

Very L:ruly ,rota·s, 

(.Si~:oned) L. P. Bethe.::.:. 

L. P. betbea, 
Assistant .:>:~cr<:.tary. 
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