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3 things to know about the NEED Act

• It’s “conservative”

- minimal change, non-disruptive

• It’s not new and untried

- each part already in use, or been tried

• It’s ready to go

- procedures, technology already in place
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How and Why
the NEED Act

Works

Simple Answer:

Because it uses Money for Money,
not Debt for Money
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Money?
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Money?
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Money!
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Ethos of the NEED Act

• Minimum change

• Non-disruptive

• Seamless changeover

Thursday, 29 September 16



Themes of the NEED Act

• Constitutional

• Sustainable

• Balanced
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NEED Act in context

• Overall authorizing and enabling legislation

(followed by complementary, specific legislation)
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NEED Act in context

• NEED Act based on history and experience

(inductive scientific methodology)
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NEED Act in context

• Formally establishes minimum necessary 
structural reforms of the monetary system

(in a simple, minimal, non-disruptive way)

• Each part is already in use, or has been tried 
before, at least to a limited extent
(not new, just needs to be fully put together)

• The principles, procedures, technology and 
infrastructure to do it are already in place

(once ready, can start using it in a nano-second)
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3 basic elements of the NEED Act

• Fed put in Treasury, new Monetary Authority
– monetary policy truly accountable

• Stop banks creating money
– simple, non-disruptive accounting change

• Add money for the general welfare
– upgrade our infrastructure (= good jobs)
– free education for all, pre-K → post-secondary
– free health care for all, Congress
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1st basic element of the NEED Act

• Fed put in Treasury, new Monetary Authority
– monetary policy truly accountable
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1st basic element of the NEED Act

• Fed put in Treasury, new Monetary Authority
– monetary policy truly accountable

U.S. Mint and BEP already within Treasury

Fed Board already (ultimately) subject to Treasury
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1st basic element of the NEED Act
Fed Board already (ultimately) subject to Treasury
“12 USC Chapter 3 - FEDERAL RESERVE SYSTEM
Powers of Secretary of the Treasury as affected by chapter
Nothing in this chapter contained shall be construed as 

taking away any powers heretofore vested by law in the 
Secretary of the Treasury which relate to the 
supervision, management, and control of the Treasury 
Department and bureaus under such department, and 
wherever any power vested by this chapter in the Board 
of Governors of the Federal Reserve System or the 
Federal reserve agent appears to conflict with the 
powers of the Secretary of the Treasury, such powers 
shall be exercised subject to the supervision and control 
of the Secretary.”

[United States Code, Title 12, Chapter 3, Subchapter II, Section 246]

Thursday, 29 September 16



1st basic element of the NEED Act

• Fed put in Treasury, new Monetary Authority
– monetary policy truly accountable

Fed banks put in Treasury, as Bureau of the Fed
(like U.S. Mint and BEP)

Fed Board replaced by Monetary Authority
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What the Constitution says

“[ The Congress shall have Power… ]
To coin Money, regulate the Value thereof, and

of foreign Coin, and fix the Standard
of Weights and Measures;”

(Article I; Section 8; Clause 5)

Note: coin means to create or originate.
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What the Treasury says

“Seigniorage arises from the Federal Government 
exercising its sovereign power to create money.”

(US Mint: 2010 Annual Report)
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What the Treasury says

“Seigniorage adds to the government’s cash balance, 
but unlike the payment of taxes or other receipts, it 

does not involve a transfer of financial assets from the 
public.  Instead, it arises from the exercise of the 
government’s sovereign power to create money.”

(US Mint: 2011 Annual Report)
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What the Federal Accounting 
Standards Advisory Board says
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What the Federal Accounting 
Standards Advisory Board says
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What the Federal Accounting 
Standards Advisory Board says

“Seigniorage... results from the sovereign power of the
Government to directly create money and, although not an

inflow of resources from the public, does increase the
Government’s net position in the same manner

as an inflow of resources.”

(Federal Accounting Standards Advisory Board, June 30, 2012: Statement 
of Federal Financial Accounting Standards 7: Accounting for Revenue 
and Other Financing Sources and Concepts for Reconciling Budgetary 

and Financial Accounting, page 89)

(i.e., money created as equity, not debt)
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What looks like on a balance sheet
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What looks like on a balance sheet
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What it means on a balance sheet

“Money is therefore properly treated as 
government equity rather than government 
debt, which is exactly how treasury coin is 

currently treated under U.S. accounting 
conventions.”

Kumhof and Benes (2012), p. 6

“government-issued money, which represents 
equity in the commonwealth rather than debt, 

the central liquid asset of the economy”
Kumhof and Benes (2012), p. 6
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What it means for the economy

“The nominal growth rate of money πm is set 
equal to the real growth rate of output x, 

which ensures zero inflation in steady state.”

Kumhof and Benes (2012), p. 48
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3 key words to understand NEED Act

• Equity

• Bailment

• Fiduciary
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3 key words to understand NEED Act

• Bailment
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3 key words to understand NEED Act

• Fiduciary
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3 key words to understand NEED Act

• Equity
what remains after liabilities deducted from assets

• Bailment

entrusting your property for safekeeping by another

• Fiduciary

entrusting someone to act for your good and benefit

With H.R. 2990, money is equity, owned by holders
and entrusted to banks as a bailment, with banks
acting in a fiduciary capacity for their customers
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Key features of the NEED Act
Preliminary and General

Definitions (Sec. 3):
Money = legal expression of sovereign power that confers upon
its bearer an unconditional means of payment (Sec. 3/Sec. 101)

Deposit = same as defined in FDIC + NCUA law

State = 50 States + D.C. + Puerto Rico + all U.S. territories

Coordination with other law (Sec. 4):
• replaces any law inconsistent with it, phased-in sensibly
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Key features of the NEED Act
Title I

• Federal Government only authority to create U.S. Money

• Unlawful for any person to create U.S. Money

• Fed notes replaced with U.S. Money

• Subject to limits, Treasury originates U.S. Money instead 
of borrowing, no borrowing (unless authorized by Congress)

• U.S. Government debt retired, as it comes due

• Accountability; published reports, GAO audits
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Key features of the NEED Act
Title II

• U.S. Money entered into circulation by Treasury via:

1. funding expenditures appropriated by Congress

2. retiring U.S. Government debt, as it comes due

3. funding via the Revolving Fund (temporary lending)

4. financing transition activities (e.g., settling net claims)

5. lending in an emergency (drawn from Revolving Fund)

6. purchasing Fed bank stock (banks made whole)

7. any other means, for any purpose authorized by Congress
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Key features of the NEED Act
Title III

• Fed acquired by Treasury, banks’ reserves = banks’ money
– no reserves, all money
– banks hold their money at Fed or with other banks (as now)

• Monetary Authority established to conduct monetary policy
– autonomous and independent from Treasury
– governing principle: neither inflation nor deflation
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Key features of the NEED Act
Title III

• Monetary Authority ⎯ governing principle:
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Key features of the NEED Act
Title III cont.

• Bureau of the Fed established to execute monetary policy
– Fed Board dissolved, staff transfer to Monetary Authority

• Treasury forecasts disbursement requirements

• 80% of Revolving Fund available for national emergency
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2nd basic element of the NEED Act

• Stop banks creating money

– simple, non-disruptive accounting change
– banks can still make loans
– banks make loans same as finance companies
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Key features of the NEED Act
Title IV

• Fed notes converted into U.S. Money, in any form

• Accounts covered by U.S. insurance treated as U.S. Money
– held in trust (custody) in transaction accounts (“bailment”)
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The conversion process

Bank balance sheet rearrangement:
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The conversion process

Bank balance sheet rearrangement:
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The conversion process

Bank balance sheet rearrangement:
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The conversion process

Bank balance sheet rearrangement:
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Key features of the NEED Act
Title IV cont.

• Depository institutions are transaction customers’ fiduciaries
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Post-conversion

Payments activity continues (completely safe):
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Post-conversion

Payments activity continues (completely safe):
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Key features of the NEED Act
Title IV cont.

• Deposit amounts previously “owed” to depositors become 
owed to U.S. Government
– as outstanding bank loans are paid off by borrowers:
– principal paid over to U.S. Government (→ Revolving Fund)
– banks keep interest as income (same as now)
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Transition process

Repayments pass through banks to Government:
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Key features of the NEED Act
Title IV cont.

• Depository institutions may keep money at Fed (as now)

• Depository institutions act as true lending intermediaries:
– only on-lending money received for that purpose
– cannot create new money
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Key features of the NEED Act
Title IV cont.

• Revolving Fund, receives and lends out money
– “seeded” with initial appropriation by Congress
– administered by Bureau of the Fed (like SOMA now)

• Depository institutions may borrow from Revolving Fund
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Post-conversion

Bank balance sheet rearrangement:
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Post-conversion

Sources of funds for investment:

1. Maturing pre-existing savings and investments

2. Redeemed Treasury securities

3. Banks’ own funds (previous reserves)

4. Revolving Fund (administered by Fed)

5. Additional temporary seigniorage origination

– To achieve governing principle of Monetary Authority
– Replaced with public purpose investment as needed
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3rd basic element of the NEED Act

• Add money for the general welfare
(e.g., improve infrastructure = good jobs)

Rebuild our infrastructure fit for the 21st Century

Fully fund education and R & D

Promote balanced trade

Revive domestic manufacturing

Energy independence and sustainability

Reinvigorate State and local communities
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Key features of the NEED Act
Title V

• Direct funding for infrastructure, per capita basis

• Direct funding for education, pre-K through post-secondary

• Grants to States, 25% of annual seigniorage

• Interest-free lending to local government, per capita basis

• Initial dividend to citizens, effects studied
– immediately reduces inequality and poverty
– improves workers’ bargaining position

• Social Security assured, any shortfalls funded
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Key features of the NEED Act
Title V cont.

• Subject to Congress, funding for universal health care

• Subject to Congress, funding to resolve mortgage crisis

• Study to enhance roles of FDIC

• Interest rate ceilings
– total interest max. 100% of principal, except on mortgages
– interest rate max. 8% p.a., including all fees
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Key features of the NEED Act
- Summary

• Puts money system in the hands of the people

• Makes monetary policy truly accountable

• Conserves existing money supply

• Safeguards payments system
– no more Too-Big-To-Fail/Jail

• Adds new money for public purpose
– no inflation/deflation
– no more boom-bust
– no more recessions/depressions
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47 RECESSIONS 
1791-2010

Recessions indicated by shaded bars
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What the NEED Act does

• End unemployment crisis
millions of good jobs

• End debt crisis
pay off national debt, as it comes due

• End fiscal crisis
Federal, State and local

• End the financial crisis
stabilize economy demand and banks
• U.S. dollar a stable currency
maintain purchasing power over time
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People-Friendly Cities
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Transit Cities
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Greenhouse Buildings
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Vegetecture

Thursday, 29 September 16



Urban Regeneration
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Organic Cities
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