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·---- THE 'NHITE HOUSE 

MEMORANDUM FOR: 

THROUGH: 

FROM: 

SUBJECT: 

WASHINGTON 

August -1, 1975 

WARREN RUSTAND 

MAX FRIEDERSDOR F 

VERN LOEN V (_ 
Reps. John F. Seiberling (D-Ohio) and 
Ronald M. Mottl (D-Ohio) 

Mr. Seiberling is the chief sponsor and Mr. Mottl one of the 
co- sponsors of H. R. 1016, a bill having to do with non-interest
bearing federal deposits. They wish to meet with the President 
in order to enlist his support for this measure. This request 
is the brainchild of Mr. Mottl's Administrative Assistant, who 
heard Don Rumsfeld' s comments on the Agronsky show about how 
accessible is the President to Members of Congress. 

In view of the Administration's opposition to H. R. 1016, which has 
not even undergone a subcommittee hearing as yet, it would seem 
inadvisable to arrange a meeting at the Presidential level. The 
attached letters from Treasury give further background on this 
matter. 

I recommend that we give the usual turndown letter and make reference 
to the fact that the Administration has submitted draft legislation of {ts 
own in this area. Then, if necessary, we can set up a meeting for 
them with Treasury Department officials who will present the 
Administration's position in their testimony before House Banking 
and Currency Committee. 
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Reference a made co your request for the vi.ev41 of thl.a
~art:ment on B. L 1016. nto a11end tha Federal Depoeit Insux
an.c:a Act to tar.ainata th& insurance of any bank 'Which fai.l:J to 
pay a cer...ain rata oi Ute.re.st. en all tax &Ml l.oan acccunt.s;" 
nn'1 H. R. 3035,. "To requixe the payment. of intere3t cm c.artai.Jl 
ftmds of t.~ Unitecl St:a.Ua bald on deposit in c.o1111B&rci.al banka~ 
to provide for ~t. oi commercial. banks far s.errlce. 
perlormed for tha United Statas, and for other purpo.au." 

~ .Bot4 bill.a would requin banks to p.ar:y inte~t to the 
Treaallxy llepart:aen~ on deposits of Federal. funds. The bill& 
':'10t.ald .USO~~ t:ba Sec:retaxy of the Tre.uuxy to compen
sate banks f<n: sardcea they perform fo-r t:n. :Department .. 

On llay 2.1,. 1973 the ~rata:y of tha '!:t!asuxy s~tted to 
t.-:.ie Congresa d-ra.it l.eg:ialad.on "To au~ the Treasu:ry to 
invest for ca,:,h management purpoees .. ;• -~ r.:i ~~ B'.ousa,. th.b pro
poaal baa bMa referred to tha COS'llillittea al Ways and~. ~ 
TreB.Sl&X74JxopC>8ed lag!.:slation ~a:i caxb::w.ly d:rai~ed to pxov.ld4 
t.~e f.laxi!>ility to uurd::rl :a the yield en Tnaauxy inveat:nents 
ldtb a ntniwl d.is-rupd.Cli of th& moruay man.ea. It can be 
~~ted to prov.l..de a cootilwed incentive for de:pos:icarl.ee 
to ba a part of the eollact:ion systea by accepting tax de
posi~. 

'Thenfor•~ ~'la Department would urga prompt,. favonble con
si4eratioo by the Con~ of the Treasmy pxepoaed legislation 
in lieu of ccoaidar~ion of 11. It. 1016, :a. a.. 3035,. or ot:!ler 
bJ.1.b with a sii:dl.ar puxpoae. 

Tha Departl3eo1: haa been advia.ed by the Office of .Mana~t 
and B-udgat that tiun:e is no objection from th& standpoint of the 
Adl!finistration•a pxogram ~o the aub.Uaion of th.is report to your 
Conud.tt.ee. 

'Iha llonor3bla 
!len:cy S.. ileuas, CQ:d::wm 
Col'lJld.tte. on Bankin3. Cun:en~y 

and Houain3 
Ho~ of Represellta~i'Vl!S 
Uaah.illgton, D. c. 2031.5 
Genera1 Counse1:WHMcVetta:1.2 5-29-75 

Siacerely ymsn • 
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On July l., 1974, I eent to ·you a report o! a s-tud;r O-:l 

Treasu.r:r te:::: tl!ld lo~n cccounta "-:tlcli tb.~ l':reaSlJ..."'7 i!n;:i Just 
completed. 

'th.at repot"t ccmclu.:i~ that tile iJ:?licit c.ccns ·;t,o tho. Trea-nu:r:; 
of' tin: and lon.n ttc:.loa::s.t..'1 had ris2!l H':D:rt.an.tielly te:;ond the W'...lue 
t.O ·th~ 'l'reaSUX"J Of t:!°'...C ECX"'f:tCnS tl::.a't. !!.a~ been jnber.--...ntly 01"' 

tradlt.:!.oruUl.:r a$SOi}!n.tcd rr! ti~ au.eh ncMuo.ta. The report rec~~i.!ed 
that for rco..sori:z ot :'Xl.net.lll'J .t:anagt•!!'.e-'lt, thG tu rutd. loan acco\:Ut 
u.;stert ba .ratain~J, but th~t r~:'!D.s be develo?£rJ for {l.) 9~lll.oyi.nt; 
a po1•t1on of th~ fund.a in w~.r:;s tha~ ~ould prorloie edequate returns 
to the !re:t::Jur-J, tUJd ( 2) cm:r9~1iaat:tn,,~ ba..'1.h:il ior a li"'41 t.ed nu.::iber 
Of' S~rYlO~S }l.Jn01"'.i:!..-d .fro;J fC(!f> pn1d by ai:;;:ro~ri:itio~ .. 

".L'!~e i.r~aau..,..,y has no ~;:o-e~t au:t.bority to bVi:!!>t. tc;:;;pe>.r:irlly 
B'..u"PlUS cns:.i c:xcoµt in t.ica tler.-'.)si ts, e..nd t~9 }')-Cay- ·I!d.n..L"'irX:".l 
ria.turit.y for such d~IJ'Jt)its r.'li<..cs t.;:at cou...-.:>~ of VCJ:7 11:.tlt~d· value .. 
!Ii recent wntb.s,. the:: 'l:z-~a.:;;wy i1es e-Ap.lorcd. varloua alt.m~at.i<ra 
1:0ays of r\?cou_pin~ ~Ul"!lir.1::ra cu it!"S beJ.~C;)3 t.."":I'our;h _prooedu....-aoe>i 
J.."'>Otonthlly ~nilahl<} mct~r stat'!.ltocy trnthc:d ties ot tl:le Fetl\!rcl 
P.eesrv1J ~vst~. This ha~ not been pr:>duetin~ . It ar-p~ars 
eas;mtia.l, t.it;,.,rofore, · t.bat a..!d.ttio:lal l~~i~lat:!.YO cut.ho:rity be 
o1)t~otl to ~...1.-e :i:-ossibl~ th" ar.ost offic:ient e:-!plO:lI"L'1.t of 
tai::.porttril.y surpluc Trul3.S~7 ca:sn in btere!;t-'bearing .naaatg. ·.rhc 
enclosed. d~t bill is int.en<led t.o accc:..iplis.>t t!lat cbJe~tiite;- tmd 
I ~ould urge its ~~nct~t. 

If too CO'!'~et:<a ~':lact3 nut.hor!ty to lz:rv-est Treaau:ey eanh ag 
pro"rl~d t•or :S.:n. the dra.t't hill, tha i~il.en:cnut:ion or that 
nuthority !.!US"t c.c!lieV<! !\ ].)Z'OJ:)a:" bele:nce oot~""t:~ i-13 tlr+;}in~ yield 
on invest:c~ts end sir.::llrdzin~ dioru}'ti.ons c;f the !X!!lay ~'-ar.k~to. 
~he i?:JfJle-'"';t .. !lU?tion z.ut nl.c.:> be i\on& i::l n mi.y il~t proriGea an 
1.nce:..1tiye for de_roaita:rie9 to eontln'U.9 l::eiaf~ a pn...-t or tha 
collectlou syst~. It must not notivnte th~r:. "to d-ecli..."le to t!CC2vt 

tu deroaite fro~ their ~usto:i3ra O'.il th~ eroun:b that their invoat-~ 
e'ble rC.-ida mml<! be reduz.cd s:it!;lly: bJ=: being ii : part; tit"~ ~t:1e· te.x and 
lo3n 3yat~ra. ender pre~..ant eo~~itio:is, i~ i~ conte::plat-3d that 
these objeetivcs ~"ill bust be ncca::.:rplisZi.ed by lendL'1.,~ to each 

.• 
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-d~9.0ait~r:r ~A~~'linb~ !i tu <lj:~.:! lo~'"l aaeeunt i!.Zi'!f ~;.l~~ !n azceg:l 
ot C.~1?rt'>t1n~ ru:e;l5. t~~:t!i lOC"..l'Ul w"'Otltl. t..-~ t~C¢:.4t'ei b;; ~ pl'i?.d!&"Or 
colltt't.;;~ en~ ~~lild bt::~r- int~!'C.at c.~ 1'·At.~:J? ~ls.-t.ed ~ the ·.r~a~1 ~ 
O~Ol"'f.,·ti::l"'a ~CJ?..!'Orl.zl~ ~o:t~.. X~ ·t.;'lta ''ii:J:7~ ttn 1r~i;us-y V.-Vuld ~at- ttCt.'1.
tll.7 1,14 f:~tcr1~ 1.llo :!drk~t vn.tl -th~ i=..73~t cu Z'$..~..3Y ~~~t. !"t:.~s 
'lreuld ~ vlrt~ll.7 eU::.i!H,ted. 

n-~ fi~!':.:~-;oi:.~ -;ilan ~f !:;):ir:!:rto:2'!~\. ~,.· ~t. st. sll t1~a Ol" t.o~ 
t.7l.~ Ml at:~\Z..t ot i..'1.tro#~,tl>;} .r~~ t"'e t.t·;i 't-.)~t t1s.;r er ~~¢Y-~itt.."" .. i:i:"!" 
tr._,,, t:ts.~~J ~oala. !t ia e\?aL-t.t.bl¥l# i;~.,-;....,ib~. t~ f'~'Y!d-n :'"oi- ot:~:-·· 
mV"::t:it.m."lt. ~~t.;.."'-ot"it.7; 1.-e..,. i~ Zra..'\&".§l".Y a~ ~..!~~Y .z~cur!.t1~3 as 
:;ti:;;ul~t?.;t :b ~s a.1.~ft bill • 

. Att .bt!ieat.Gd ".bo~, t..'1• '!.t.'%3tr~~ ot 'tl:-13.?i'~ C4~ !a e:tu•ni.~ 
nc~t~ ~ll in-mlw pro-t!dl.."'!~ ::ii!•ilti'J..~1.. eo-..r~~mu~t!Q~ tQ ~;!l~s t\U'i 
Ot:b.o?" a;;:-.:-;il: te f.o:- C¢J"'f;:d.zi ~~!"i"itl~•l f.:art~.:o.,._~d. l~ t.~ !'.N)~'1f;.."7t ~ tlr"..ti 
.ot .. l".::a;:.o:.'1.s1~1lit;"~ t;~~~ n~rvi¢'l'!l ~·rolv~ tbSl' t.~:>·H1.'l& ot t~ ta: 
n..:,"ld l.Ol!Ut tt~eo'..1:$ t_,. s~e~;.-t~~~ ei' }'e~~t"=11 ·~ ~?-~~it~ to: e~ai t tc
.Sltcil ~c~~\:Ut.:f, &.;~:! t.!l~ ittm.~.s.o.~>l ~"''-" :i'Ui~~.t.!~"\ or s~'ll.:iz:t 'b~·'!s .. 
}"c?" ~4'Jl.!'!lin.f;'.' 111$ tu ti.!ld. lo.~ r~.;;$'-;nt# ltll~1 rt.:tl~~ed t'1lx. ..t~~~lt.~, 
b~'lkG ~ill ~-9 t..t0~?3:.;-.Z-At4;i t.:::.ro~~ tl'..~ }~i~~ Y~l'.1~ of ti~~ s.e~~t 
itoolt' or !:y ~!l:.;'1~ <:.!" ~ i1n·:lit. &~in~~ L"i~Ze-crt. oa l~~.n.r.. C~-a
.sa ti'!>:\ f~r ilcdlin~ ~~ 1:;~:>J~iu~ n::,{! rGC.~;t.1~ or ~v!o:-;:s ~{<? 
v.lll. t-9 e.eeo~'j:'li.."!~~d h:t t:~~ i~a]t:··~ .• ~:~ o: tea~ ~~ ;tFTlror.r1n. ~4 
i'~ds1 r.v.d b;;,:t:r~'t. !"C" .. p~nt:: i·~ th~ ~·~!l!)u.cy' !f ~* ~.!" t~.a h.;b.llo 
t~t>?. ;:.iJ.ll~ t~~~for~~ b\tliJ.;fa ::t;J.a!:ticn~ ~-~:n~t;;z to eo·1fft' t~l-a 'fi/!7-
r--~nt of' (f:1·f:3 t..., 1,=!iu..i!l-g 1.-..geut~ ~;.d to ini;~~~ t~ l~Y~l o.t !'I.lit!! 

1'.lat·:1 to ?'9~~)tion ~it.mt.$. 

# It i.a ra!ip~;tf\illY ~!l~:ltl.--.i that ·;rou .. 1~ t.l.lO !?.~~o:Jed till. 
befo...'""'e t.r~~.l .H~~:)~ o.t· U..\)1ve~:o~h·c9. ;,n i~~ti~ hill ~:; be~ 
tr!ln~~tted ti> t1:.~ P~rnl~"\t. C}t ·~:« ;!.Q:la"t.ir. 

The Dep9.rtment was advised by the Office of Uanagement and Budget 
that t..~ere is no objection from the standpoint of the Ad.ministration's 
progra~ to the submission of this proposed legislation to the Congress. 

·n:c i:..:-e.~z-t;i ~~11!> 

Cc-rl Alt•\=.r~ 
t;:~tl'i:u· er th~ H.o~~ 

Of ~&p~~~~~tc~iV-~$ 
~~an!:ir~ton, u. C~ ~O~l' Fi:J. J\...os't S.~c'y:SCo:::: 

C-cnarai Coun3el:~1E1cVetta:pd 2/2~/7~· 
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t· .,,;... a. ...... 

t>eu .Mr., •t•l i· 

Ylii• J.a !a ru~•• t.o yot\r ~ for .a t!_..d.., with 
the ~~•ei4eQ~ ·to ~1.se119s 'f6Ur ~111. s -R. 1'11. w~ioi:l 
-4s "• J'edua1 hP""l\ la•n•an ••- to t•t.aiht:a 
~· 1asu1:U<ra of ••r ~ w!IS.oa fall• to pay tho r.t•.ral 
tad• rate or tntnut on all t6.& ad lcu acao.aou .. 

no !alled-11" etfiee bstt r•'ri4wtt4 ~ •r•!lldeatie 
se?J.•4ul• ad % u,.,,. hHa adY1"4 U.~ thar• 4oea not 
appur to b9 a!l oppon=it.y !a Ue f••o....Cle ~ 
~o eo>utd...te thi• ... uris. II••• .. of you 4•u.o to 
oaU1:iMt you- Yins tta ~- :.t11, '.t "" eonuftfHl ~ 
Q~b of'.fidab •~ ~ o.pu--.~ or ~ wz.-.uy~ 
aa4 a9llu ~t yo\\ tle ~Ucha. 

Ia clffbt, I 1'0ol.4! lL\• to aota t?ult. ~ '""-UllT af 
tile ?r•a••¥T tnand.~t-4 on ?i!Ay 2.l to ~ Speal«lr IU14. 
the '9rotJi4eat of t.he Seu-t• dra~• l~l•l•~lon *to 
4'1tllOX'iX• ~ ~~ ~O ~ tent oac Maaq ... at 
p-~a•• .. • X• u ay nclenstnalaf" that ~~· propoMl 
hu b~ nfaTnd ~ 'th• Co:nJ.t~ .. on tfaya· aa4 1teau .. 

~1~~ ~·~ ~..-~~ 

Ra• t... Fde4ond.od 
U•is'tlll\. -w tdlo hdld..a3t. 
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ft!• i• l.r~ff,oAU t.o r.v net••\ to• • ... uat: 
with th ·~••14-t 'to 4 -~· J01*I' bill. s.•~ ,1011. 
wltio~ ~· ~ ~dn•l. ?le,o•l.t lasu•~e Aot. to 
uniea-t:e tu ia~ of ••f 1'.n- ftltdt tail• ~o 
J*Y ~• 'a4a:&l ~h ~•t• of b••n•• o• au . ux aa4 
lo.ca ~a.ta .. 

r 
~ Sahe4..Uiu1 Of fin hu l'ff~ the f'r•oJ.4u' •a 
~lll.- aa4 x ll.a .. "-ft HY1"4 th~ t.hU• &:Ml• ... .,.,.ar to .,. h eno~t~d.ty 1• ~ f•.n•-})1• '~ 
t.o •h•al• t!d• ... ~iaf ~ ~u• of IOU 4-•is-• co 
..-11a. yo-u •1.Ws oe ~ lt!U~ i Uff ... uo~.& t!t• 
QPnprlat• o!f1o1a.t. a~~ J>epn:u•t •C t._ hfts·uy, 
.w ane-4 t!lat. JGQ M ooa~. 

IA Glffia9 .. t ~4.11~ to ·.~ tu-t tbe •~t.uT Of 
Ue Treaa--~ uaa .. lt.~•4 o:a Meyn to "4 Bf••k•r o4 
tu Pru.14-~ of ~• i.._t• •aft 1-.i..1auoa "to 
M~lH U. D•.-z-tw- t.o i••Ht. f<>r ca•ll mau~--a~ 
~· ~ ~t. is ay aa4•ntui!J.q tb.at tbia P-"fOff•l 
lla• ~- r•f•n.4 to t¥ CGM&ltU. o;l- hl"S .amt Me4:Uaa ... 

~1'-h ~·•t: ,~., 

nas L. h1oduadorf. 
A••i•tAa~ to the l>i:ui..._~ 

, I 

't~ 1.?eae:rUl• Jona r.. ••lMrl tq -
~OQH of lte~ftUAUt-1Yff 
.-..ata,to.a .. ~. c. 2es1s 

.i:- : ... 

bco to a.t.l Sherle. Oeparblent of t~• Treasury for 
furUer &andliacJ. 

bb: Ve.m Loea - PY1' 

!1t.P•VO: jlc 

~ "" " ~ "'" ~ ............ ....... ~··f'l'o 




