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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

September 20, 1976 

THE PRESIDENT 

JIM 

) 

ACTION 

Last Day: September 24 

S. 3669 - Interest Adjustment on National 
Gallery of Art loan fund 

Attached for your consideration is s. 3669, sponsored by 
Senator Pell. 

The enrolled bill would permit adjustment of the interest 
rate paid on funds deposited by the Board of Trustees of 
the National Gallery of Art with the Treasury. 

A detailed discussion of the provisions of the enrolled 
bill is provided in OMB's enrolled bill report at Tab A. 

OMB, Max Friedersdorf, Counsel's Office {Kilberg) and I 
recommend approval of the enrolled bill. 

RECOMMENDATION 

That you sign S. 3669 at Tab B. 

Digitized from Box 56 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

SEP 16 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 3669 - Interest adjustment on 
National Gallery of Art loan fund 

Sponsor - Sen. Pell (D) Rhode Island 

Last Day for Action 

September 24, 1976 - Friday 

Purpose 

Permits adjustment of the interest rate paid on funds deposited 
by the Board of Trustees of the National Gallery of Art with 
the Treasury. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
National Gallery of Art 

Discussion 

Approval 

Approval 
Approval 

A $5,000,000 fund was given to the National Gallery of Art in 
1942 by the Mellon Trust to be administered by the Board of 
Trustees of the Gallery, with the income to be used to pay the 
salaries of certain of the Gallery's executive officers and 
for other stated purposes. In accordance with the wishes of the 
dono~ legislation was passed by Congress in 1943 which deposited 
the fund with the Treasury as a permanent loan to the United 
States, with interest payable to the Board at a rate of not 
less than 4 percent per annum. 

Since the Mellon funds were deposited with the Treasury, the 
return rate on securities has greatly increased. At the same 
time, increasing costs have made it difficult -- with income 
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generated at the 4 percent rate -- to accomplish the purposes 
for which this trust fund was originally established. 

s. 3669 would change the interest rate on the loan fund to 
the greater of (1) a 4 percent annual rate or (2) a market
yield interest rate determined by the Secretary of the 
Treasury, based on long-term marketable obligations of the 
United States adjusted to the nearest 1/8 of a percent, -- less 
0.25 percentage points as consideration for the guarantee of 
a 4 percent minimum. In its attached views letter, Treasury 
states that the "interest rate for the Gallery's permanent 
loan fund would have been 7 3/4% in July 1976" under the 
formula in this bill. 

The market-yield basis for computing interest rates is used 
for a number of trust and other funds invested by the Treasury. 
The formula for the Gallery's loan fund in S. 3669 is identical 
to that recently enacted for the permanent loan fund of the 
Library of Congress in P.L. 94-289, which you approved on 
May 22, 1976. 

Secretary Simon supported this legislation in letters to the 
House and Senate Committees. In his attached views letter, 
the Director of the National Gallery urges approval of the 
enrolled bill. 

Enclosures 

James T. Lynn 
Director 



Nationai·Gallery of Art 

Washington, D.C. 20565 

Office of the Director 

Dear Mr. Lynn: 

September 13, 1976 

In response to your Enrolled Bill memorandum on 
S.3669, "An Act to provide for adjusting the amount of 
interest paid on funds deposited with the Treasury of 
the United States as a permanent loan by the Board of 
Trustees of the National Gallery of Art," I wish to go 
on record as strongly urging that the President sign 
this bill into law. 

S.3669 has one single purpose: authorizing and 
directing the Treasury to pay to the Trustees of the 
National Gallery of Art on the latter's $5,000,000 
Permanent Loan to the Treasury a rate of interest that 
comports with current economic realities. The original 
loan accepted by the Congress (20 U.S.C, 74a, approved 
April 10, 1943) called for a flat rate of 4%, barely 
half of what the Treasury for many years past has paid 
for long term money. The rate formula in the bill 
before the President calls for a rate of .25% less than 
"the current average market yield on outstanding long
term marketable obligations of the United States, 
adjusted to the nearest one-eighth of 1 per centum," 
or 4%, whichever is higher. The quarter-point discount 
is imposed as a consideration for retention of the 4% 
minimum or floor which is most unlikely to be invoked 
1n the foreseeable future. 

The Congress enacted S.3669 unanimously on the 
request of the President of the Board of Trustees of 
the National Gallery of Art made pursuant to the direction 
of the Board. It was strongly endorsed by the Secretary 
of the Treasury and cleared with your office. 

The formula for computation of interest is identical 
to that for a similar permanent loan by the Trustees of 
the Library of Congress to the Treasury approved by 



- Q 

-2-

the President on May 22, 1976 (P.L. 94-289). Simple 
equity dictates that the National Gallery receive 
equivalent interest on its Permanent Loan. 

The budgetary impact is estimated at between 
$100,000 and $200,000 per annum on the permanent 
appropriation to the Treasury for payment of interest 
on the Public Debt. 

The Trustees of the National Gallery meet in the 
last week of September and their next regular meeting 
thereafter is in January. To facilitate their finan
cial planning during Fiscal Year 1977, it would be 
most helpful if the President could act favorably on 
S.3669 by September 27, 1976. 

Respectfully submitted, 

~L 
J. Carter Brown 

Director 

The Honorable 
James T. Lynn 
Director 
Office of Management and Budget 
Washington, D.C. 20503 

cc: Secretary of the Treasury 






























