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Deay Mr. Chalrman:

Raference i3 mada %o your request for tha visws of this
Dapaxtment on H. R. 1013, "To amend tha Faderal Deposit Insux-
anee Ack to tarainata the insurance of any bank which fails te
pay a certsin rats of interest on all tax aznd loan accounts;™
and H. R. 3035, "To require the payment of intersst on cartain
funds of the Unitad Staiea held on deposit In commercial banks,
to provida for reimbursesent of commercital banks for services
performed for thae United Statas, and for other purposes.”™

- Borns bills would requirs banks to say interest to the
Treasuxy Departmemt on deposits of Federal funds. The bills
would alse authorize tha Secretary of the Treasury to compen—
sate banks for sexvices they perform foxr the Department,

Oa May 21, 1373 the Seerstary of tha Treasury scbmiited to
tha Congress drait legislariom "To authorize the Treasury to
invest for cash management purposes.” " Ia tha Housa, this pro-
posal has been referrved to tha Committes om Ways and Means. The
Treasusy-proposad lagislation was carefully drafted to provide
the flaxibility to mpaximize the ylald on Trzasury investments
with a minimal disruption of tha monay markets. It cam be
ioplepented o provids a contiaued incentive for depositaries
to ba a part of the collaction system by accepting tax de-
poaits.

Therefore, tha Depariment would urgs prompt, favorazble cop—
sidexation by the Congreas of the Treasury proposed legislation
- din lieu of considsration of H., R. 1015, H. R. 3035, ox other
bills with a simdlar purposa.

Tha Department has been sdvized by the 0ffie= of Management
and Sudget that there i3 no cbjection from tha stamdpoint of the
Administration's prxogram to the submissiom of this report to your
Committaa,

Siacerely yours,

Genszal Couwnsel
Tha Honorable
Henzy 5, Reuss, Chairman
Commitres oa Banking, Currency
and Houvslng
Hous@ of Reprmsentatives

Washin a_%tan, D. C. 20313
Generx Commsael :WHMcVettaz:le 5-29-75
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Dear Lir. Speaker:

Oan July 1, 1974, I cent 9 vou a report of a gtusr on
Treasury itex and loan pocounts whised the Treasury 2ad Jusi
completad,

That report comeluded thal the implieil eoalds 1o tha Treasury
ef lex and loan acgounts had risen smudstantially Yeyond the walue
10 the Treasury of ithe pervizes thail bed been inbersatly or
traditionnily associated with sueh aceounts., The report recomended
that for reasons of moneitary managesent, the teax and losn accowmi
systen bs reiainsd, but that rems be developed for (1) esploying
& poriicm of the funds In ways ithat would provide cdequate raturne
to the Treasury, sod {(2) compensating danks foz 2 limited nusber
of gorvices poriormed from: foes paid by aprropriationsz,

Tha Treasury has no pressnt authoriity 1o iavest temporarily
surplus ¢asl czeoprt in %ice derosiis, and the 30-day miafmus
meturisy for sueh depoeits makes thail courss of very llzlted value,
In recent wonils, the Irvazwry nas explored varicus slicvmnztive
ways of yeeoupinz earnings oo its beloncas Usroush procsdures
potentially avellsble wnder citetuicry avilhoriiiss of the Federal
Regerve Systea. This has not bzen produsiive. It aspears
essentinl, thevefore, that additlonal lerizlative culnority be
obtained to rmie possibles 52 rost efficlent employment of
teuporarily surplus Traasury ecash in interest-bearing azcets., The
enclosad draft i1l iz intended to accexplish that oblective, and
I would urze its enaciment. ' : 4

If the Congresa enacts avthority o invest Traasury cash as
providad for in thae dreft bill, the imnlermeniation of that
cutbiority must cchieve a propar bslence beivesn pagirizing yield
on Investzents snd aicimizing dizrvplions of the somey »aruets.
The fmpleseatation musat 2lco be done in a way that provides an
4ncentive for depositaries to continuo bafag e part cf the
collection systex. It pust noi rotivate then $o dseline to ncespt
tax deposite from their customsra on the zrounds that their invest-
gble Teads woulé be reduzed simnly bybeing & part of «the tex and
lcan aysten. \nder vraszent conditions, it is contesmlated that
these objeetives will best be accomplizhed by lending to each
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depoeitary saizntainiay a 2ax and loon sgesunt =uy Ralanse i czcoess
of operating neelds, Thdze lomad would e fgeurzd by 2 Dledse-of
collaiaral end would hoar Indazeat 8% raltes rulsted io the Totasary's
ghort-tore Sorrowing costs, In 4aia wap. iha Treasusy would ook zotu-
£11r g sateriny 1ho =arkst snd the izmsel on monay sarisld ratss
rould be virtummliy elizinated,

in2 feresoing plan of {avesiomat 23y oot 21 211 2imea o far
the fMil acowmt of iavoesiabls funds be 24 o2l wey of zagoaniieniar
tha sialsd 2o8lz. It iz deslirablxm, tharafors. 10 provids Jfor other
Invoatomnd suibordir; 1.9, 1o Traasury acd agoerey seguriilies es
Fiisulatad i Wos {raft BII1L. ’

Az indleatisd mbove, the Ilzveatient of ITrzzsuey cash IR saraines
argats will fovolwe orovidlny addiyiansy somcenasilon $0 basis aud
athor svsnts for cortala ssrylses parfozersd, In the Tresauryis arza
s reareansiahiiily, thass aervisea Invslve the Dzadling of $he taz
ang lsan sosoust, secspianes of Fedarzl tax Jdenosiia Do éradit 4o
sych acsouatd, axd Re lazuences zad redespiion of savings honds,
For heniling the t2x and lom; pooousis wad rolsded sz dspssits,
banks $illi Do zompaasaiad through tho azvsings value of U sasaouat
$i00lf or Ty sosne of o sradil sosinss Inserevy on louns, Goenen~
satiza Tor hazdling ks izz2uan0s and redommtism of auviara beads
2ill Lo neecmpliznad Ny tus paymead of foas from apnrorriatad
fends, nod buiyet requcsis frony tha Treagury's Sarean af (ke Fublie
Tl will, thersfore. inalude gdélticaal szewnlz to cover e vay-
wont of {223 9 issulng agants nod to insrenss 15s Javal of fews
zald %o redummiion azeals,
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- X% iz pagpesifully renussiad that you lsy the pronesed 111
tefore ihe oy of Sopresentetives. An Idesilienl i1l has bees
trsnssitied 1o tha Presidant of the Josats, -

f

The Department was advised by the Office of Management and Budget
that there is no objection from the standpoint of the Administration's .
progran to the submission of this proposed legislation to the Congress.

Slnseredy yowrs,
- (Signed) wWilliga B Simsn

Fi13ian K. Sizen

Corl Advert

Paaniagten, U, &. 30513 Fis, Aas't Sze'y:SCox
: Cenaral Cowngel:WiticVettaipd 2/28/75-
Englemursn
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Dezr Mr. Motsli

*his iz in respoass o your reguast for a meastiag with
the Praasidant to disguss vour 2311, H.R. 1316, waieh
azeais the Fedarsl Deposit Insurasce Aet to tertaminats
tha insurazgs of any baak whish falls &0 pay the Pedaral
funds rate of isterast on 31} tax and loan acsouants,

e 2easduling €f{ice has revieved tha Presideat’s
sghednls and I have Baon advissed that thard Joes nst
appear o ks an oppertanity in the Tarasseable fature
%¢ schedule this maeting. Saocasss of your dasirs to
suslize your viows oa the Lill, T have contacted the

appropriate officiales at e W& az the ﬁzuazy
and asked that you hs eontagted.

Ia closiag, X wonld 1iks o m: that taw Ssoratary of
the Traasury transmittsd on Hay 21 %o ths Speakar and
the 7rosideat of the Seands <rafe lsgislation “to
asthorize ths Separteent to i{avest for cmsh saasgasent
purgcess.” It is ay understasdisg that thia proposal
hasz baasn refarred o the Comsitiee on Ways and hNsanwm.

Wiz bast regavds,

Sincarely.,

¥az L. Friadersiorf
- Maalzcant to thae Prasidast

Ths Hororadle Ronald N, Mokl
Aanse of Nspresentativen
Jashizgton, 2. L. 20513

bee: to fHal Eberle, Depafiment of the Traasury for
farther handliag
bee: YVera Loen —~ ¥PYI 3
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Dear wr. sah’:a:liag; &

¥xis S.s irr&smu !se sar reasueat for s seeting
with ths President to discoss your Bill, H.2. 161:.
which anmends the Faderal Sepesit Insarance Act €0
terainate the lasurszace eof aay bank whieh falils ¢o
PRy the Felaxszl fiods rats of ixterest o2 a4ll sax sad
loan azcounts. 5

The Zeheduling OLfive has yroviswad the Fresidant's
sohodules and I have heen advised that there does act
arpear o bs an opporianity is the foresenadbls futurs
to achedule ¢his meeting. GBecause of your deairze to
outliins your visws o the 2111, I have contaoted the
approariates offizials al tha Departsent -sz the Trsasory.
znd askad that m ba mmm

Iz clasizng, :mxm tcnﬁttw mtmtmat
tae Trosanry transmsitted oa Bay 21 to thie Speaker and
the Presidsant 9f 4he Senate draft legislation “to
austhorize ths Dapartsant o invask for cash management
gurpeses.® I% 1is ay usderstandiag that thia progesal
has baen rafarrad o the Comslitiass on Ways and Neauns.

Wish pest regaxds,
Sincarely,

Hazx L. Prisdarsdor?
Assiszant ¢ the Presidant

;}k Bl e

Ph5s Zoporahla Johs F. Salderling -
Zouse of Represanistives
*ashiagton, 2, €. 28313

beco to Hal Bherls, Department of the Treasury for
further handling.
bb: Vern Loen - PYT
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