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MEMORANDUM
The President has seen

THE VICE PRESIDENT

WASHINGTON

October 9, 1984

“""fORANDUM FOR THE PRESIDENT
FROM: The Task Group on Regulation of Financial Services

SUBJECT: Reorganization of the Federal Financial Regulatory
System Proposed by the Task Group on Regulation of
Financial Services

The Task Group on Regulation of Financial Services was formed in
December of 1982 to review the federal system for regulating
financial institutions. Our objective was to propc 2 legislation
to make this system more effective and less burdensome. In

ddition to ourselves as Chairman and Vice Chairman, t! members
of the Task Group included the Attorney General, the Director of
the Office of Management and Budget, the Chairman of the Council
of Economic Advisers, the Assistant to the President for Policy
DevelopmeTt and the heads of the seven federal financial
agencies. The Task Group's Final Report contains 50 separate
legislative recommendations that were unanimously approved by the
members of the Task Group.

Since the F volutionary War the states have chartered banks and
regulated their practices. During the Civil War, however,
President Lincoln created the Office of the Comptroller of the
Currency as part of the Treasury Department to oversee the
chartering and regulation of a system of national banks. The
first Comptroller in 1863 employed a total of 5 clerks and 1
messenger. :

In the 121 years since creation of the OCC, American financial
markets have grown dramatically in both size and complexity.
Todav over 50.000 different financial firms hold more than $5

’

1These are the Fed, OCC (part of Treasury) and FDIC for
banks; FHLBB for savings and loans and other thrift institutions;
(Footnote Continued)






Prannsals for Reform

e

The Task Group recommendations are designed to streamline the
overall system and improve agency accountability. The present
agencies would continue to exist, but in many areas their
authority would be modified.

Tt specific recommendations of the Task Group are discussed in
“1:tail in its Final Report, a copy of which is attached. However,
key points include:

Reorganization of Bank Regulatnrv Amanriea

o 3 federal bank regulators would be reduced to 2 by
eliminating the FDIC's role in general bank supervision. An
upgraded agency within the Treasury Department would regulate
all national banks, while the Fed would handle all federal
regulation of state-chartered banks.

e} The agency regulating a bank would also usually superv: 2 its
parent holding company, 1us breaking the Fed's current
monopoly on regulation of bank holding companies and
subjecting most banking organizations to only one federal
regulator rather than 2.

o The Fed would continue to supervise the holding companies of
the very largest banks and those with significant
international activities.

o The FDIC would be recast as an insurance agency : :-her than
an all-purpose regulator to sharpen its ability to protect
depositors. A1l its curr t responsibilities for
environmental, consumer and other laws not related to the
solvency of insured banks would be transferred to other
agencies.,

o The Fed would transfer its authority to establish the
permissible activities of bank holding companies to Treasury,
although it would maintain a limited veto right over new
activities.

Transfer of Requlatory Authority to +he Qtates

o A new program would transfer current federal supervision of
many state-chartered banks and S&Ls to the better state

o Federal agencies would be directed to assist interested state
agencies in upgrading their capabilities to assume full
supervision of state-chartered institutions.



Streamlining of Existing Re~"'-~*+‘-~qg

o The special regqgulatory system for thrifts would be
maintained, but eligibility would be based on whether an
institution is actually competing as a thrift, rather than
its type of charter.

o Antitrust and securities matters would each be handled by 1
agency rather than 5.

o Many specific requlatory provisions would be simplified to
eliminate unnecessary burden, such as by eliminating permits
to open branches or install automatic teller machines.

Rarammandatjion: The Administration should support the specific
Prupusasrs o€t forth in the Final Report of the Task Group to
reform the federal financial requlatory system. The Vice
President's office should continue to coordinate the drafting of
specific implementing legislation by the appropriate agencies for
submission by the Administration to Congress for priority
consideration next year.
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VICE CHAIRMAN //
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June 15, 1984

**~*{ORANDUM FOR THE SECF TARY OF THE4NTERIOR
FROM: CRAIG L. FUT™TR

SUBJECT: OCCS Leasing Issues

The President has decided that your proposal to explore a
comprehensive resolution of the obstacles facing the 0OCS
leasing program has consider " le merit, but that it would
not be appropriate to pursue it through consultations with
the Congress or affected stai ; at the president time.

He has requested that you form a working group and take
advantage of the next few months to develop more fully the.
tentative proposal described at yesterday's meeting through
additi 1al in-house analysis. You should develop a formal
plan for possible approval late this year on a schedule that
would permit its consideration as a 1985 State of the Union

“iitiativ

The Department of Justice should continue its defense of the
government's position in the 8(g) litigation. Also, in v. «#
of the commitments we made to a number of Members of Congress
who supported our public position on OCS revenue sharing
legislation, our position on the pending bills for the balance
of this session (see attached) should remain unchanged.















RECOMMENDED OPTIONS

1) Issue ar Fxecutive Orcder requirinc departments and
agencies to control the use of "advisory and assistance
services" and to name a sincle official to apply

opropriate controls as requesteé bv OMB.

o
&7« U  Approve Disapprove

2) 2uthorize OMB to cooperate with departments ané agencies
in implementing the recommendations (listed on the
prec iing pvage) made by the Cabinet Council on Manager 1t
and Aéministration to establish agreater controls on the
use of corsultant services in the federal government.
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. LU\ approve Disapprove

3) Encourage the Inspectors General, as coordinated by the
President's Council on Integrity and Efficiency, to
perform spot checks and audits of the various agency
control systems on the uses of consultant services.
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ACTI( : .
Betty Brake
Deputy Director
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\jdzz Approve appointments Disapprove appointments

The Chair of the Task Force is currently vacant as well.
)rcas Hardy, Assistant Secretary for Human Development Servi s
at the Department of Health and Human Services, and a current
mber of tI! Task Force, is recommended to be Chairperson of

roup.
\ Approve appointment Disapprove appointment
































































































































