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assign the securities. The resolution 
and power of attorney shall conform to 
such terms and conditions as the Fed-
eral Reserve Banks shall prescribe. 

(e) Disposition of principal and interest 
payments of the pledged securities after a 
depositary is declared insolvent—(1) Gen-
eral. In the event of the depositary’s in-
solvency or closure, or in the event of 
the appointment of a receiver, conser-
vator, liquidator, or other similar offi-
cer to terminate its business, the de-
positary agrees that all principal and 
interest payments on any security 
pledged to protect public money due as 
of the date of the insolvency or closure, 
or thereafter becoming due, shall be 
held separate and apart from any other 
assets and shall constitute a part of 
the pledged security available to sat-
isfy any claim of the United States, in-
cluding those not arising out of the de-
positary relationship. 

(2) Payment procedures. (i) Subject to 
the waiver in paragraph (e)(2)(iii) of 
this section, each depositary (includ-
ing, with respect to such depositary, an 
assignee for the benefit of creditors, a 
trustee in bankruptcy, or a receiver in 
equity) shall immediately remit each 
payment of principal and/or interest re-
ceived by it with respect to collateral 
pledged pursuant to this section to the 
Federal Reserve Bank of the district, 
as fiscal agent of the United States, 
and in any event shall so remit no later 
than ten days after receipt of such a 
payment. 

(ii) Subject to the waiver in para-
graph (e)(2)(iii) of this section, each ob-
ligor on a security pledged by a deposi-
tary pursuant to this section shall 
make each payment of principal and/or 
interest with respect to such security 
directly to the Federal Reserve Bank of 
the district, as fiscal agent of the 
United States. 

(iii) The requirements of paragraphs 
(e)(2) (i) and (ii) of this section are 
hereby waived for only so long as a 
pledging depositary remains solvent. 
The foregoing waiver is terminated 
without further action immediately 
upon the involvency of a pledging de-
positary or, if earlier, upon notice by 
the Treasury of such termination. For 
purposes of this paragraph, a deposi-
tary is insolvent when, voluntarily or 
by action of competent authority, it is 

closed because of present or prospec-
tive inability to meet the demands of 
its depositors or shareholders. 

[32 FR 14216, Oct. 13, 1967, as amended at 36 
FR 6748, Apr. 8, 1971; 36 FR 17995, Sept. 8, 
1971; 39 FR 30832, Aug. 26, 1974; 44 FR 53067, 
Sept. 11, 1979; 46 FR 28152, May 26, 1981; 62 FR 
45521, Aug. 27, 1997; 65 FR 55428, Sept. 13, 2000]

§ 202.7 Maintenance of balances within 
authorizations. 

(a) Federal Government agencies 
shall contact the Department of the 
Treasury, Financial Management Serv-
ice, before making deposits with a fi-
nancial institution insured by a State 
or agency thereof or by a corporation 
chartered by a State for the sole pur-
pose of insuring deposits or accounts. 
The contact should be directed to the 
Cash Management Policy and Planning 
Division, Federal Finance, Financial 
Management Service, Department of 
the Treasury, Washington, DC 20227. 

(b) Government agencies having con-
trol or jurisdiction over public money 
on deposit in accounts with deposi-
taries are responsible for the mainte-
nance of balances in such accounts 
within the limits of the authorizations 
specified by the Secretary of the Treas-
ury. 

[44 FR 53067, Sept. 11, 1979, as amended at 49 
FR 47001, Nov. 30, 1984; 62 FR 45521, Aug. 27, 
1997]
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Subpart A—General Information
§ 203.1 Scope. 

The regulations in this part govern 
the processing of Federal tax payments 
by financial institutions and the Fed-
eral Reserve Banks (FRB) using elec-
tronic payment or paper methods; the 
designation of Treasury Tax and Loan 
(TT&L) depositaries; and the operation 
of the Department of the Treasury’s 
(Treasury) investment program.

§ 203.2 Definitions. 
As used in this part: 
(a) Advice of credit means the Treas-

ury form used in the Federal Tax De-
posit system that is supplied to deposi-
taries to summarize and report Federal 
tax deposits. The current form is 
Treasury Form 2284. Advice of credit 
information also may be delivered elec-
tronically. 

(b) Automated Clearing House (ACH) 
credit entry means a transaction origi-
nated by a financial institution in ac-
cordance with applicable ACH formats 

and applicable laws, regulations, and 
procedural instructions. 

(c) Automated Clearing House (ACH) 
debit entry means a transaction origi-
nated by a Treasury Financial Agent 
(TFA), in accordance with applicable 
ACH formats and applicable laws, regu-
lations, and instructions. 

(d) Business day means any day on 
which the FRB of the district is open. 

(e) Direct Access transaction means 
same-day Federal tax payment infor-
mation transmitted by a financial in-
stitution directly to the Electronic Tax 
Application at an FRB using the 
Fedline Taxpayer Deposit Application. 

(f) Direct investment means placement 
of Treasury funds with a depositary 
and a corresponding increase in a de-
positary’s note balance. 

(g) Direct investment means placement 
of Treasury funds with a depositary 
and a corresponding increase in a de-
positary’s main note balance. 

(h) Electronic Tax Application (ETA) 
means a sub-system of EFTPS that re-
ceives, processes, and transmits same-
day Federal tax payment information 
for taxpayers. ETA activity is com-
prised of Fedwire value transfers, 
Fedwire non-value transactions, and 
Direct Access transactions. 

(i) Electronic Tax Application (ETA) 
reference number means the unique 
number assigned to each ETA trans-
action by an FRB. 

(j) Federal funds rate means the Fed-
eral funds rate published weekly by the 
Board of Governors of the Federal Re-
serve System. 

(k) Federal Reserve account means an 
account with reserve or clearing bal-
ances held by a financial institution at 
an FRB. 

(l) Federal Reserve Bank of the district 
means the FRB that services the geo-
graphical area in which the financial 
institution is located, or such other 
FRB that may be designated in an FRB 
operating circular. 

(m) Federal Tax Deposit (FTD) means 
a tax deposit or payment made using 
an FTD coupon. 

(n) Federal Tax Deposit coupon (FTD 
coupon) means a paper form supplied to 
a taxpayer by the Treasury for use in 
the FTD system to accompany deposits 
of Federal taxes. The current paper 
form is Form 8109. 
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(o) Federal Tax Deposit system (FTD 
system) means the paper-based system 
through which taxpayers remit Federal 
tax payments by presenting an FTD 
coupon and payment to a depositary or 
an FRB. The depositary prepares an ad-
vice of credit summarizing all FTDs. 

(p) Federal taxes means those Federal 
taxes or other payments specified by 
the Secretary of the Treasury as eligi-
ble for payment through the proce-
dures prescribed in this part. 

(q) Fedwire means the funds transfer 
system owned and operated by the 
FRBs. 

(r) Fedwire non-value transaction 
means the same-day Federal tax pay-
ment information transmitted by a fi-
nancial institution to an FRB using a 
Fedwire type 1090 message to authorize 
a payment. 

(s) Fedwire value transfer means a 
Federal tax payment made by a finan-
cial institution using a Fedwire type 
1000 message. 

(t) Financial institution means any 
bank, savings bank, savings and loan 
association, credit union, or similar in-
stitution. 

(u) Fiscal Agent means the Federal 
Reserve acting as agent for the Treas-
ury. 

(v) Input Message Accountability Data 
(IMAD) means a unique number as-
signed to each Fedwire transaction by 
the financial institution sending the 
transaction to an FRB. 

(w) Main note balance means an open-
ended interest-bearing note balance 
maintained at the FRB of the district. 

(x) Note option means that program 
available to a TT&L depositary under 
which Treasury invests in obligations 
of the depositary. The amount of such 
investments will be evidenced by inter-
est-bearing note balances maintained 
at the FRB of the district. 

(y) Procedural instructions means the 
procedures contained in the Treasury 
Financial Manual, Volume IV (IV 
TFM), other Treasury instructions 
issued through the TFAs, and FRB op-
erating circulars issued consistent with 
this part. 

(z) Recognized insurance coverage 
means the insurance provided by the 
Federal Deposit Insurance Corporation, 
the National Credit Union Administra-

tion, and by insurance organizations 
specifically qualified by the Secretary. 

(aa) Remittance option means that 
program available to a depositary that 
processes FTD payments, under which 
the amount of deposits credited by the 
depositary to the TT&L account will be 
withdrawn by the FRB for deposit to 
the Treasury General Account on the 
day that the FRB receives the advices 
of credit supporting such deposits. 

(bb) Same-day payment means the fol-
lowing ETA payment options: 

(1) Direct Access transaction; 
(2) Fedwire non-value transaction; 

and 
(3) Fedwire value transfer. 
(cc) Secretary means the Secretary of 

the Treasury, or the Secretary’s dele-
gate. 

(dd) Special direct investment means 
the placement of Treasury funds with a 
depositary and a corresponding in-
crease in a depositary’s main note bal-
ance, where the investment specifically 
is identified as a ‘‘special direct invest-
ment’’ and may be secured by collat-
eral retained in the possession of the 
depositary pursuant to the terms of 
§ 203.24(c)(2)(i). 

(ee) Tax due date means the day on 
which a tax payment is due to Treas-
ury, as determined by statute and In-
ternal Revenue Service (IRS) regula-
tions. 

(ff) Term investment option means the 
program available to financial institu-
tions that offers the ability to borrow 
excess Treasury operating funds for a 
predetermined period of time. 

(gg) Term note balance means an in-
terest-bearing note balance maintained 
at the FRB of the district for a pre-
determined period of time. 

(hh) Transaction trace number means 
an identifying number assigned by the 
taxpayer’s financial institution to each 
ACH credit transaction. 

(ii) Treasury Financial Agent (TFA) 
means a financial institution des-
ignated as an agent of Treasury for 
processing EFTPS enrollments, receiv-
ing EFTPS tax payment information, 
and originating ACH debit entries on 
behalf of Treasury as authorized by the 
taxpayer. 

(jj) Treasury General Account (TGA) 
means an account maintained in the 
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name of the United States Treasury at 
an FRB. 

(kk) Treasury Tax and Loan (TT&L) 
account means the Treasury account 
maintained by a depositary in which 
funds are credited by the depositary 
after receiving and collateralizing 
FTDs. 

(ll) Treasury Tax and Loan depositary 
(depositary) means a financial institu-
tion designated as a depositary by the 
FRB of the district for the purpose of 
maintaining a TT&L account and/or 
note balance. 

(mm) Treasury Tax and Loan (TT&L) 
Program means the program for col-
lecting Federal taxes and investing the 
Government’s excess operating funds. 

(nn) Treasury Tax and Loan (TT&L) 
rate of interest means the interest 
charged on the main note balance. The 
TT&L rate of interest is the rate pre-
scribed by the Secretary taking into 
consideration prevailing market inter-
est rates. The rate and any rate 
changes will be announced through a 
TT&L Special Notice to Depositaries and 
will be published in the FEDERAL REG-
ISTER and on a web site maintained by 
Treasury’s Financial Management 
Service at http://www.fms.treas.gov. 

[63 FR 5650, Feb. 3, 1998, as amended at 67 FR 
11575, Mar. 15, 2002]

§ 203.3 Financial institution eligibility 
for designation as a Treasury Tax 
and Loan depositary. 

(a) To be designated as a TT&L de-
positary, a financial institution shall 
be insured as a national banking asso-
ciation, state bank, savings bank, sav-
ings and loan, building and loan, home-
stead association, Federal home loan 
bank, credit union, trust company, or a 
U.S. branch of a foreign banking cor-
poration, the establishment of which 
has been approved by the Comptroller 
of the Currency. 

(b) A financial institution shall pos-
sess the authority to pledge collateral 
to secure TT&L account balances and/
or a note balance. 

(c) In order to be designated as a 
TT&L depositary for the purposes of 
processing tax deposits in the FTD sys-
tem, a financial institution shall pos-
sess under its charter either general or 
specific authority permitting the 
maintenance of the TT&L account, the 

balance of which is payable on demand 
without previous notice of intended 
withdrawal. In addition, note option 
depositaries shall possess either gen-
eral or specific authority permitting 
the maintenance of a note balance. In 
the case of note option depositaries 
maintaining main note balances, the 
authority shall permit the mainte-
nance of a main note balance which is 
payable on demand without previous 
notice of intended withdrawal. 

[63 FR 5650, Feb. 3, 1998, as amended at 67 FR 
11576, Mar. 15, 2002]

§ 203.4 Designation of financial institu-
tions as Treasury Tax and Loan de-
positaries. 

(a) Parties to the agreement. To be des-
ignated as a TT&L depositary, a finan-
cial institution shall enter into a de-
positary agreement with Treasury’s 
fiscal agent, the FRB. By entering into 
this agreement, the financial institu-
tion agrees to be bound by this part, 
and procedural instructions issued pur-
suant to this part. 

(b)(1) Application procedures. An eligi-
ble financial institution seeking des-
ignation as a depositary and, thereby, 
the authority to maintain a TT&L ac-
count and/or a note balance shall file 
with the FRB, Financial Management 
Service Form 458, ‘‘Financial Institu-
tion Agreement and Application for 
Designation as a TT&L Depositary,’’ 
and Financial Management Service 
Form 459, ‘‘Resolution Authorizing the 
Financial Institution Agreement and 
Application for Designation as a TT&L 
Depositary,’’ certified by its board of 
directors. Financial Management Serv-
ice Forms 458 and 459 are available 
upon request from the FRB of the dis-
trict. 

(2) Depositaries processing tax pay-
ments in the FTD system are required 
to elect either the remittance or the 
note option. 

(c) Designation. Each financial insti-
tution satisfying the eligibility re-
quirements and the application proce-
dures will receive from the FRB notifi-
cation of its specific designation as a 
TT&L depositary. A financial institu-
tion is not authorized to maintain a 
TT&L account or note balance until it 
has been designated as a TT&L deposi-
tary by the FRB.
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§ 203.5 Obligations of the depositary. 
A depositary shall: 
(a) Administer a note balance, if not 

participating in the FTD System. 
(b) Administer a TT&L account and, 

if applicable, a note balance, if partici-
pating in the FTD System. 

(c) Comply with the requirements of 
Section 202 of Executive Order 11246, 
entitled ‘‘Equal Employment Oppor-
tunity’’ (3 CFR, 1964–1965 Comp. p. 339) 
as amended by Executive Orders 11375 
and 12086 (3 CFR, 1966–1970 Comp., p. 
684; 3 CFR, 1978 Comp. p. 230), and the 
regulations issued thereunder at 41 
CFR Chapter 60. 

(d) Comply with the requirements of 
Section 503 of the Rehabilitation Act of 
1973, as amended, and the regulations 
issued thereunder at 41 CFR part 60–
741, requiring Federal contractors to 
take affirmative action to employ and 
advance in employment qualified indi-
viduals with disabilities. 

(e) Comply with the requirements of 
Section 503 of the Vietnam Era Vet-
erans’ Readjustment Assistance Act of 
1972, as amended, 38 U.S.C. 4212, Execu-
tive Order 11701 (3 CFR 1971–1975 Comp. 
p. 752), and the regulations issued 
thereunder at 41 CFR parts 60–250 and 
61–250, requiring Federal contractors to 
take affirmative action to employ and 
advance in employment qualified spe-
cial disabled veterans and Vietnam-era 
veterans.

§ 203.6 Compensation for services. 
Except as provided in the procedural 

instructions, Treasury will not com-
pensate financial institutions for serv-
icing and maintaining the TT&L ac-
count, or for processing tax payments 
through the EFTPS or the FTD sys-
tem.

§ 203.7 Termination of agreement or 
change of election or option. 

(a) Termination by Treasury. The Sec-
retary may terminate the agreement of 
a depositary at any time upon notice 
to that effect to that depositary, effec-
tive on the date set forth in the notice. 

(b) Termination or change of election or 
option by the depositary. A depositary 
may terminate its depositary agree-
ment, or change its option or election, 
consistent with this part and the pro-
cedural instructions, by submitting no-

tice to that effect in writing to the 
FRB effective at a prospective date set 
forth in the notice.

§ 203.8 Application of part and proce-
dural instructions. 

The terms of this part and procedural 
instructions issued pursuant to this 
part shall be binding on financial insti-
tutions that process tax payments and/
or maintain a note balance under this 
part. By accepting or originating Fed-
eral tax payments, the financial insti-
tution agrees to be bound by this part 
and by procedural instructions issued 
pursuant to this part.

Subpart B—Electronic Federal Tax 
Payments

§ 203.9 Scope of the subpart. 

This subpart prescribes the rules by 
which financial institutions shall proc-
ess Federal tax payment transactions 
electronically. A financial institution 
does not need to be designated as a 
TT&L depositary in order to process 
electronic Federal tax payments. In ad-
dition, a financial institution that does 
process electronic Federal tax pay-
ments under this subpart does not 
thereby become a Federal Government 
depositary and shall not advertise 
itself as one because of that fact.

§ 203.10 Enrollment. 

(a) General. Taxpayers shall complete 
an enrollment process with the TFA 
prior to making their first electronic 
Federal tax payment. 

(b) Enrollment forms. The TFA shall 
provide financial institutions and tax-
payers with enrollment forms upon re-
quest. The taxpayer is responsible for 
completing the enrollment form, ob-
taining the verifications required on 
the form, and returning the enrollment 
form to the TFA. 

(c) Verification. If the taxpayer elects 
the ACH debit entry method of paying 
taxes, an authorized representative of 
the financial institution shall verify 
the accuracy of the financial institu-
tion routing number, taxpayer account 
number, and taxpayer account type at 
the request of the taxpayer.
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§ 203.11 Electronic payment methods. 

(a) General. Electronic payment 
methods for Federal tax payments 
available under this subpart include 
ACH debit entries, ACH credit entries, 
and same-day payments. Any financial 
institution that is capable of origi-
nating and/or receiving transactions 
for these payment methods, by itself or 
through a correspondent financial in-
stitution, may do so on behalf of a tax-
payer. 

(b) Conditions to making an electronic 
payment. Nothing contained in this 
part shall affect the authority of finan-
cial institutions to enter into con-
tracts with their customers regarding 
the terms and conditions for processing 
payments, provided that such terms 
and conditions are not inconsistent 
with this subpart and applicable law 
governing the particular transaction 
type. 

(c) Payment of interest for time value of 
funds held. Treasury will not pay inter-
est on any payments erroneously paid 
to Treasury and subsequently refunded 
to the financial institution.

§ 203.12 Future-day reporting and pay-
ment mechanisms. 

(a) General. A financial institution 
may receive an ACH debit entry, origi-
nated by the TFA at the direction of 
the taxpayer; or, a financial institution 
may originate an ACH credit entry, at 
the direction of the taxpayer. Tax-
payers will be credited for the actual 
amount received by Treasury. 

(b) ACH debit. A financial institution 
receiving an ACH debit entry origi-
nated by the TFA shall, as applicable: 

(1) Timely verify the account number 
and account type contained in an ACH 
prenotification entry; 

(2) Timely and properly return a 
prenotification entry that contains an 
invalid account number or account 
type, or otherwise is erroneous or 
unprocessable; 

(3) Timely and accurately notify the 
TFA of incorrect information on en-
tries received, using a Notification of 
Change entry; and 

(4) Timely and accurately return an 
entry not posted, including but not 
limited to, a return or a contested dis-
honored return for acceptable return 

reasons, as set forth in the procedural 
instructions. 

(c) ACH credit. A financial institution 
originating an ACH credit entry at the 
direction of a taxpayer shall: 

(1) At the request of the taxpayer, 
originate either an ACH 
prenotification containing the tax-
payer’s identification number or a zero 
dollar ACH entry with the appropriate 
addenda record. Additional format in-
formation is contained in the proce-
dural instructions; 

(2) Format the ACH credit entry in 
the ACH format approved by Treasury 
for Federal tax payments; 

(3) Originate an ACH credit entry by 
the appropriate deadline, as specified 
by the FRB or Treasury, whichever is 
earlier, in order to meet the tax due 
date specified by the taxpayer; and 

(4) Provide the taxpayer, upon re-
quest, a transaction trace number, or 
some other method to trace the tax 
payment. 

(d) ACH credit reversals. Reversals 
may be initiated for a duplicate or er-
roneous file or entry. No advance ap-
proval from, or notification to, the IRS 
is required when originating an ACH 
credit reversal. Documentation of re-
versals shall be made available as set 
forth in the procedural instructions.

§ 203.13 Same-day reporting and pay-
ment mechanisms. 

(a) General. A financial institution or 
its authorized correspondent may ini-
tiate same-day reporting and payment 
transactions on behalf of taxpayers. A 
same-day payment must be received by 
the FRB of the district by the deadline 
established by the Treasury in the pro-
cedural instructions. Taxpayers will be 
credited for the actual amount re-
ceived by Treasury. 

(b) Fedwire value transfer. To initiate 
a Fedwire value tax payment, the fi-
nancial institution shall be a Fedwire 
participant and shall comply with the 
FRB’s Fedwire format for tax pay-
ments. The taxpayer’s financial insti-
tution shall provide the taxpayer, upon 
request, the IMAD and the ETA ref-
erence numbers for a Fedwire value 
transfer. The financial institution may 
obtain the ETA reference number for 
Fedwire value transfers from its FRB 
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by supplying the related IMAD num-
ber. Fedwire value transfers settle im-
mediately to the TGA and thus are not 
credited to a depositary’s main note 
balance. 

(c) Fedwire non-value transaction. By 
initiating a Fedwire non-value trans-
action, a financial institution author-
izes the FRB of the district to debit its 
Federal Reserve account or, for a 
TT&L depositary, to debit the Federal 
Reserve account of the depositary or 
its designated correspondent financial 
institution, for the amount of the tax 
payment specified in the transaction. 
To initiate a Fedwire non-value trans-
action, the financial institution shall 
be a Fedwire participant and shall 
comply with the FRB’s Fedwire format 
for tax payments. The taxpayer’s fi-
nancial institution shall provide the 
taxpayer, upon request, the IMAD and 
ETA reference numbers for the Fedwire 
non-value transaction. The financial 
institution may obtain the ETA ref-
erence number for Fedwire non-value 
transactions from its FRB by sup-
plying the related IMAD number. 

(1) For a note option depositary using 
a Fedwire non-value transaction, the 
tax payment amount will be credited 
to the depositary’s main note balance 
on the day of the transaction. 

(2) For a remittance option deposi-
tary using a Fedwire non-value trans-
action, the tax payment amount will 
be debited from the Federal Reserve 
account of the depositary or the de-
positary’s designated correspondent 
and credited to the TGA on the day of 
the transaction. 

(3) For a non-TT&L depositary finan-
cial institution using a Fedwire non-
value transaction, the tax payment 
amount will be debited from the finan-
cial institution’s Federal Reserve ac-
count and credited to the TGA on the 
day of the transaction. 

(d) Direct Access transaction. By initi-
ating a Direct Access transaction, a fi-
nancial institution authorizes the FRB 
of the district to debit its Federal Re-
serve account or, for a TT&L deposi-
tary, to debit the Federal Reserve ac-
count of the depositary or its des-
ignated correspondent financial insti-
tution for the amount of the tax pay-
ment specified in the transaction. The 
taxpayer’s financial institution shall 

provide the taxpayer, upon request, the 
ETA reference number for the Direct 
Access transaction. 

(1) For a note option depositary using 
a Direct Access transaction, the tax 
payment amount will be credited to 
the depositary’s main note balance on 
the day of the transaction. 

(2) For a remittance option deposi-
tary or a non-TT&L depositary finan-
cial institution using a Direct Access 
transaction, the tax payment amount 
will be debited from the Federal Re-
serve account of the financial institu-
tion or its designated correspondent fi-
nancial institution, and credited to the 
TGA on the day of the transaction. 

(e) Cancellations and reversals. In addi-
tion to cancellations due to insuffi-
cient funds in the financial institu-
tion’s Federal Reserve account, the 
FRB may reverse a same-day trans-
action: 

(1) If the transaction: 
(i) Is originated by a financial insti-

tution after the deadline established by 
the Treasury in the procedural instruc-
tions; 

(ii) Has an unenrolled taxpayer iden-
tification number; or 

(iii) Does not meet the edit and for-
mat requirements set forth in the pro-
cedural instructions; or, 

(2) At the direction of the IRS, for 
the following reasons: 

(i) Incorrect taxpayer name; 
(ii) Overpayment; or 
(iii) Unidentified payment; or, 
(3) At the request of the financial in-

stitution that sent the same-day trans-
action, if the request is made prior to 
the deadline established by Treasury in 
the procedural instructions on the day 
the payment was made. 

(f) Other than as stated in paragraph 
(e) of this section, Treasury is not obli-
gated to reverse all or any part of a 
payment. 

[63 FR 5650, Feb. 3, 1998, as amended at 67 FR 
11576, Mar. 15, 2002]

§ 203.14 Electronic Federal Tax Pay-
ment System interest assessments. 

(a) Circumstances subject to interest as-
sessments. Treasury may assess interest 
on a financial institution in instances 
where a taxpayer that failed to meet a 
tax due date proves to the IRS that the 
delivery of tax payment instructions to 
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the financial institution was timely 
and that the taxpayer satisfied the 
conditions imposed by the financial in-
stitution pursuant to § 203.11(b). Treas-
ury also may assess interest where a fi-
nancial institution failed to respond to 
an ACH prenotification entry on an 
ACH debit as required in § 203.12(b) or 
failed to originate an ACH 
prenotification or zero dollar entry on 
an ACH credit as described in § 203.12(c) 
which then resulted in a late payment. 

(b) Calculation of interest assessment. 
Any interest assessed under this sec-
tion will be at the TT&L rate. The in-
terest will be assessed from the day the 
taxpayer specified that its payment 
should settle to the Treasury until the 
receipt of the payment by Treasury, 
subject to the following limitations: 
For ACH debit transactions, interest 
will be limited to no more than seven 
calendar days; for ACH credit and 
same-day transactions, interest will be 
limited to no more than 45 calendar 
days. The limitation of liability in this 
paragraph does not apply to any inter-
est assessment in which there is an in-
dication of fraud, the presentation of a 
false claim, or misrepresentation or 
embezzlement on the part of the finan-
cial institution or any employee or 
agent of the financial institution. 

(c) Authorization to assess interest. A 
financial institution that processes 
Federal tax payments made by elec-
tronic payment methods under this 
subpart is deemed to authorize the 
FRB to debit its Federal Reserve ac-
count or the account of its designated 
correspondent financial institution for 
any interest assessed under this sec-
tion. Upon the direction of Treasury, 
the FRB shall debit the Federal Re-
serve account of the financial institu-
tion or the account of its designated 
correspondent financial institution for 
the amount of the assessed interest. 

(d) Circumstances not subject to the as-
sessment of interest. (1) Treasury will 
not assess interest on a taxpayer’s fi-
nancial institution if a taxpayer fails 
to meet a tax due date because the tax-
payer has not satisfied conditions im-
posed by the financial institution pur-
suant to § 203.11(b) and the financial in-
stitution has not contributed to the 
delay. The burden is on the financial 
institution to establish, pursuant to 

the procedures in § 203.16, that the tax-
payer has not satisfied the conditions 
and that the financial institution has 
not contributed to the delay. 

(2) Treasury will not assess interest 
on a financial institution if the delay 
causing the interest assessment is due 
to the FRB or the TFA and the finan-
cial institution did not contribute to 
the delay. The burden is on the finan-
cial institution to establish, pursuant 
to the procedures in § 203.16, that it did 
not cause or contribute to the delay.

§ 203.15 Prohibited debits through the 
Automated Clearing House. 

(a) General. The Treasury has insti-
tuted operational safeguards to scruti-
nize all entries that remove funds from 
the TGA. In the event funds are re-
moved from the TGA without author-
ity, this section sets forth the liability 
of financial institutions originating 
such entries. Accordingly, a financial 
institution shall not originate an ACH 
transaction to debit the TGA without 
the prior written permission of Treas-
ury. Unauthorized entries under this 
section do not include reversal entries 
of previously initiated ACH credits au-
thorized in § 203.12(d). 

(b) Liability. A financial institution 
that originates an unauthorized ACH 
entry that debits the TGA shall be lia-
ble to Treasury for the amount of the 
transaction and shall be liable for in-
terest charges as specified in paragraph 
(d) of this section. 

(c) Authorization to recover principal 
and assess interest charge. By initiating 
unauthorized debits to the TGA 
through the ACH, a financial institu-
tion is deemed to authorize the FRB to 
debit its Federal Reserve account or 
the account of its designated cor-
respondent financial institution for 
any principal and, if applicable, an in-
terest charge assessed by Treasury 
under this section. 

(d) Interest charge calculation. The in-
terest charge shall be at a rate equal to 
the Federal funds rate plus two per-
cent. The interest charge shall be as-
sessed for each calendar day from the 
day the TGA was debited to the day the 
TGA is recredited with the full amount 
of principal due.
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§ 203.16 Appeal and dispute resolution. 
(a) Contest. A financial institution 

may contest any interest assessed 
under § 203.14, any principal or interest 
assessed under § 203.15, or any late fees 
assessed under § 203.20. The financial in-
stitution shall submit information sup-
porting its position and the relief 
sought. The information must be re-
ceived, in writing, by the Treasury offi-
cer or fiscal agent identified in the pro-
cedural instructions, no later than 90 
calendar days after the date the FRB 
debits the reserve account of the finan-
cial institution under §§ 203.14, 203.15, or 
203.20. The Treasury officer or fiscal 
agent will: uphold the assessment, or 
reverse the assessment, or modify the 
assessment, or mandate other action. 

(b) Appeal. The financial institution 
may appeal the decision to Treasury as 
set forth in the procedural instruc-
tions. No further administrative review 
of the Treasury’s decision is available 
under this Part. 

(c) Recoveries. In the event of an over 
or under recovery of either interest, 
principal, or late fees, Treasury will in-
struct the FRB to credit or debit the 
Federal Reserve account of the finan-
cial institution or its designated cor-
respondent financial institution, as ap-
propriate.

Subpart C—Federal Tax Deposits

§ 203.17 Scope of the subpart. 
This subpart applies to all deposi-

taries that accept FTD coupons and 
governs the acceptance and processing 
of those coupons.

§ 203.18 Tax deposits using Federal 
Tax Deposit coupons. 

(a) FTD coupons. A depositary that 
accepts FTD coupons, through any of 
its offices that accept demand and/or 
savings deposits, shall: 

(1) Accept from a taxpayer, cash, a 
postal money order drawn to the order 
of the depositary, or a check or draft 
drawn on and to the order of the depos-
itary, covering an amount to be depos-
ited as Federal taxes when accom-
panied by an FTD coupon on which the 
amount of the deposit has been prop-
erly entered in the space provided. A 
depositary may accept, at its discre-

tion, a check drawn on another finan-
cial institution, but it does so at its op-
tion and absorbs for its own account 
any float and other costs involved. 

(2) Issue a counter receipt when re-
quested to do so by a taxpayer that 
makes an FTD deposit over the 
counter. 

(3) Place a stamp impression on the 
face of each FTD coupon in the space 
provided. The stamp shall reflect the 
date on which the tax deposit was re-
ceived and the name and location of 
the depositary. The timeliness of the 
tax payment will be determined by ref-
erence to the date stamped by the de-
positary on the FTD coupon. 

(4) Credit, on the date of receipt, all 
FTD deposits to the TT&L account and 
administer that account pursuant to 
the provisions of this part. 

(5) Forward, each day, to the IRS 
Center servicing the geographical area 
in which the depositary is located, the 
FTD coupons for all FTD deposits re-
ceived that day. The FTD coupons 
shall be accompanied by an advice of 
credit reflecting the total amount of 
all FTD coupons. 

(6) Establish an adequate record of 
all FTD deposits prior to transmittal 
to the IRS Center so that the deposi-
tary will be able to identify deposits in 
the event tax deposit coupons are lost 
in shipment. For tracking purposes, a 
record shall be made of each FTD de-
posit showing, at a minimum, the date 
of deposit, the taxpayer identification 
number, and the amount of the deposit. 
The depositary’s copy of the advice of 
credit may be used to provide the nec-
essary information if individual depos-
its are listed separately, showing date, 
taxpayer identification number, and 
amount. 

(7) Deliver its advices of credit to the 
FRB by the cutoff hour designated by 
the FRB for receipt of advices. 

(8) Not accept compensation from 
taxpayers for accepting FTDs and han-
dling them as required by this section. 

(b) FTD deposits with Federal Reserve 
Banks. An FRB shall: 

(1) Accept an FTD directly from a 
taxpayer when such tax deposit is: 

(i) Mailed or delivered by a taxpayer; 
and 
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(ii) Provided in the form of cash or a 
check or postal money order payable to 
the order of that FRB; and, 

(iii) Accompanied by an FTD coupon 
on which the amount of the tax deposit 
has been properly entered in the space 
provided. 

(2) Issue a counter receipt, when re-
quested to do so by a taxpayer that 
makes an FTD over the counter; and, 

(3) Place, in the space provided on 
the face of each FTD coupon accepted 
directly from a taxpayer, a stamp im-
pression reflecting the name of the 
FRB and the date on which the tax de-
posit will be credited to the TGA. 
Timeliness of the Federal tax payment 
will be determined by this date. How-
ever, if a deposit is mailed to an FRB, 
it shall be subject to the ‘‘Timely mail-
ing treated as timely filing and pay-
ing’’ clause of the Internal Revenue 
Code, 26 U.S.C. 7502; and, 

(4) Credit the TGA with the amount 
of the tax payment; 

(i) On the date the payment is re-
ceived, if payment is made in cash; or, 

(ii) On the date the proceeds of the 
tax payment are collected, if payment 
is made by postal money order or 
check.

§ 203.19 Note option. 
(a) Late delivery of advices of credit. If 

an advice of credit does not arrive at 
the FRB before the designated cutoff 
hour for receipt of such advices, the 
FRB will post the funds to the main 
note balance as of the next business 
day after the date on the advice of 
credit. This is the date on which funds 
will begin to earn interest for Treas-
ury. 

(b) Transfer of funds from TT&L ac-
count to the main note balance. For a de-
positary selecting the note option, 
funds equivalent to the amount of de-
posits credited by a depositary to the 
TT&L account shall be withdrawn by 
the depositary and credited to the 
main note balance on the business day 
following the receipt of the tax pay-
ment. 

[67 FR 11576, Mar. 15, 2002]

§ 203.20 Remittance option. 
(a) FTD late fee. If an advice of credit 

does not arrive at the FRB before the 
designated cutoff hour for receipt of 

such advices, an FTD late fee in the 
form of interest at the TT&L rate will 
be assessed for each day’s delay in re-
ceipt of such advice. Upon the direction 
of Treasury, the FRB shall debit the 
Federal Reserve account of the finan-
cial institution or the account of its 
designated correspondent financial in-
stitution for the amount of the late 
fee. 

(b) Withdrawals. For a depositary se-
lecting the Remittance Option, the 
amount of deposits credited by a depos-
itary to the TT&L account will be 
withdrawn upon receipt by the FRB of 
the advices of credit. The FRB will 
charge the depositary’s Federal Re-
serve account or the account of the de-
positary’s designated correspondent fi-
nancial institution.

Subpart D—Investment Program 
and Collateral Security Re-
quirements for Treasury Tax 
and Loan Depositaries

§ 203.21 Scope of the subpart. 

This subpart provides rules for TT&L 
depositaries on crediting main note 
balances under the various payment 
methods; debiting main note balances; 
maintaining term note balances; and 
pledging collateral security. 

[67 FR 11576, Mar. 15, 2002]

§ 203.22 Sources of balances. 

Depositaries electing to participate 
in the investment program can receive 
Treasury’s investments in obligations 
of the depositary from the following 
sources: 

(a) FTDs that have been credited to 
the TT&L account pursuant to subpart 
C of this part; 

(b) EFTPS ACH credit and debit 
transactions, Fedwire non-value trans-
actions, and Direct Access transactions 
pursuant to subpart B of this part; 

(c) Direct investments and special di-
rect investments pursuant to subpart D 
of this part; and 

(d) Other excess Treasury operating 
funds. 

[63 FR 5650, Feb. 3, 1998, as amended at 67 FR 
11576, Mar. 15, 2002]
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§ 203.23 Note balance. 
(a) Additions. Treasury will invest 

funds in obligations of depositaries se-
lecting the note option. Such obliga-
tions shall be in the form of open-
ended, interest-bearing notes; and addi-
tions and reductions will be reflected 
on the books of the FRB of the district. 

(1) FTD system. A depositary proc-
essing tax deposits using the FTD sys-
tem and electing the note option shall 
debit the TT&L account and credit its 
main note balance as stated in 
§ 203.19(b). 

(2) EFTPS—(i) ACH debit and ACH 
credit. A note option depositary proc-
essing EFTPS ACH debit entries and/or 
ACH credit entries shall credit its main 
note balance for the value of the trans-
actions on the date that an exchange of 
funds is reflected on the books of the 
Federal Reserve Bank of the district. 
Financial institutions may refer to the 
procedural instructions for information 
on how to ascertain the amount of the 
credit to the main note balance. 

(ii) Fedwire non-value and Direct Ac-
cess. A note option depositary proc-
essing Fedwire non-value and/or Direct 
Access transactions pursuant to sub-
part B of this part shall credit its main 
note balance and debit its customer’s 
account for the value of the trans-
actions on the date ETA receives and 
processes the transactions. 

(b) Other additions. Other funds from 
Treasury may be offered from time to 
time to certain note option deposi-
taries through direct investments, spe-
cial direct investments, or other in-
vestment programs. 

(c) Main note balance withdrawals. 
The amount of the main note balance 
shall be payable on demand without 
prior notice. Calls for payment on the 
note will be by direction of the Sec-
retary through the FRBs. On behalf of 
Treasury, the FRB shall charge the re-
serve account of the depositary or the 
depositary’s designated correspondent 
on the day specified in the call for pay-
ment. 

(d) Interest. A main note balance shall 
bear interest at the TT&L rate. Such 
interest is payable by a charge to the 
Federal Reserve account of the deposi-
tary or its designated correspondent in 
the manner prescribed in the proce-
dural instructions. 

(e) Maximum balance—(1) Note option 
depositaries. A depositary selecting the 
note option shall establish a maximum 
for its main note balance by providing 
notice to that effect in writing to the 
FRB of the district. The maximum bal-
ance is the amount of funds for which 
a main note option depositary is will-
ing to provide collateral in accordance 
with § 203.24(c)(1). The depositary shall 
provide the advance notice required in 
the procedural instructions before re-
ducing the established maximum bal-
ance unless it is a reduction resulting 
from a collateral re-evaluation as de-
termined by the depositary’s FRB. 
That portion of any advice of credit or 
EFTPS tax payment, which, when 
posted at the FRB, would cause the 
main note balance to exceed the max-
imum balance amount specified by the 
depositary, will be withdrawn by the 
FRB that day. 

(2) Direct investment depositaries. A 
main note option depositary that par-
ticipates in direct investment shall set 
a maximum for its main note balance 
for direct investment purposes which is 
higher than its peak balance normally 
generated by the depositary’s advices 
of credit and EFTPS tax payment in-
flow. The direct investment note op-
tion depositary shall provide the ad-
vance notice required in the procedural 
instructions before reducing the estab-
lished maximum balance. 

(3) Special direct investment deposi-
taries. Special direct investments, when 
credited to the main note balance, 
shall not be considered in setting the 
amount of the maximum balance or in 
determining the amounts to be with-
drawn where a depositary’s maximum 
balance is exceeded. 

(f) Term investment option. Treasury 
may, from time to time, invest excess 
operating funds in obligations of de-
positaries selecting the term invest-
ment option. Such obligations shall be 
in the form of interest-bearing notes 
payable upon a predetermined period of 
time not to exceed 90 days. Such notes 
shall bear interest at a rate prescribed 
by the Secretary by auction or other-
wise taking into consideration pre-
vailing market interest rates. 

[63 FR 5650, Feb. 3, 1998, as amended at 67 FR 
11576, Mar. 15, 2002]
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§ 203.24 Collateral security require-
ments. 

Financial institutions that process 
EFTPS tax payments, but are not 
TT&L depositaries, have no collateral 
requirements under this part. Finan-
cial institutions that are note option 
depositaries or remittance option de-
positaries have collateral security re-
quirements, as follows: 

(a) Note option—main note balance—(1) 
FTD deposits and EFTPS tax payments. 
A depositary shall pledge collateral se-
curity in accordance with the require-
ments of paragraphs (d)(1), (e), and (f) 
of this section in an amount that is 
sufficient to cover the pre-established 
maximum balance for the main note 
balance, and, if applicable, the closing 
balance in the TT&L account which ex-
ceeds recognized insurance coverage. 
Depositaries shall pledge collateral for 
the full amount of the maximum bal-
ance at the time the maximum balance 
is established. If the depositary main-
tains a TT&L account, the depositary 
shall pledge collateral security before 
crediting deposits to the TT&L ac-
count. 

(2) Direct investments. A note option 
depositary that participates in direct 
investment is not required to pledge 
collateral continuously in the amount 
of the pre-established maximum bal-
ance. However, each note option depos-
itary participating in direct invest-
ment shall pledge, no later than the 
day the direct investment is placed, 
the additional collateral in accordance 
with paragraphs (d)(1), (e), and (f) of 
this section to cover the total main 
note balance including those funds re-
ceived through direct investment. If a 
direct investment depositary has a his-
tory of frequent collateral deficiencies, 
it shall fully collateralize its maximum 
balance at all times. 

(3) Special direct investments. Before 
special direct investments are credited 
to a depositary’s main note balance, 
the note option depositary shall pledge 
collateral security, in accordance with 
the requirements of paragraphs (d)(2) 
and (f) of this section, to cover 100 per-
cent of the amount of the special direct 
investments to be received. 

(b) Note option—term note balance. 
Each note option depositary partici-
pating in the term investment program 

shall pledge, prior to the time the term 
investment is placed, collateral in ac-
cordance with paragraphs (d) (1), (e), 
and (f) of this section sufficient to 
cover the total term note balance. 

(c) Remittance option. Prior to cred-
iting FTD deposits to the TT&L ac-
count, a remittance option depositary 
shall pledge collateral security in ac-
cordance with the requirements of 
paragraph (c)(1), (d), and (e) of this sec-
tion in an amount which is sufficient 
to cover the balance in the TT&L ac-
count at the close of business each day, 
less recognized insurance coverage. 

(d) Deposits of securities. (1) Collateral 
security required under paragraphs 
(a)(1), (2), (b), and (c) of this section 
shall be deposited with the FRB of the 
district, or, where appropriate, with a 
custodian or custodians within the 
United States designated by the FRB, 
under terms and conditions prescribed 
by the FRB. 

(2)(i) Collateral security required 
under paragraph (a)(3) of this section 
shall be pledged under a written secu-
rity agreement on a form provided by 
the FRB of the district. The collateral 
security pledged to satisfy the require-
ments of paragraph (a)(3) of this sec-
tion may remain in the pledging de-
positary’s possession and the fact that 
it has been pledged shall be evidenced 
by advices of custody to be incor-
porated by reference in the written se-
curity agreement. The written security 
agreement and all advices of custody 
covering collateral security pledged 
under that agreement shall be provided 
by the depositary to the FRB of the 
district. Collateral security pledged 
under the agreement shall not be sub-
stituted for or released without the ad-
vance approval of the FRB of the dis-
trict, and any collateral security sub-
ject to the security agreement shall re-
main so subject until an approved sub-
stitution is made. No substitution or 
release shall be approved until an ad-
vice of custody containing the descrip-
tion required by the written security 
agreement is received by the FRB of 
the district. 

(ii) Treasury’s security interest in 
collateral security pledged by a deposi-
tary in accordance with paragraph 
(c)(2)(i) of this section to secure special 
direct investments is perfected without 
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Treasury taking possession of the col-
lateral security for a period not to ex-
ceed 21 calendar days from the day of 
the depositary’s receipt of the special 
direct investment. 

(e) Acceptable securities. Types and 
valuations of acceptable collateral se-
curity are addressed in 31 CFR part 380. 
For a current list of acceptable classes 
of securities and instruments described 
in 31 CFR part 380 and their valuations, 
see the Bureau of the Public Debt’s web 
site at www.publicdebt.treas.gov. 

(f) Assignment of securities. A TT&L 
depositary that pledges acceptable se-
curities which are not negotiable with-
out its endorsement or assignment 
may furnish, in lieu of placing its un-
qualified endorsement on each secu-
rity, an appropriate resolution and ir-
revocable power of attorney author-
izing the FRB to assign the securities. 
The resolution and power of attorney 
shall conform to such terms and condi-
tions as the FRB shall prescribe. 

(g) Effecting payments of principal and 
interest on securities pledged as collat-
eral—(1) General. If the depositary fails 
to pay, when due, the whole or any part 
of the funds received by it for credit to 
the TT&L account, and/or if applicable, 
its note balance; or otherwise violates 
or fails to perform any of the terms of 
this part, or fails to pay when due 
amounts owed to the United States or 
the United States Treasury; or if the 
depositary is closed for business by reg-
ulatory action or by proper corporate 
action, or in the event that a receiver, 
conservator, liquidator or any other of-
ficer is appointed; then the Treasury, 
without notice or demand, may sell, or 
otherwise collect the proceeds of all or 
part of the collateral, including addi-
tions and substitutions; and apply the 
proceeds, to satisfy any claims of the 
United States against the depositary. 
All principal and interest payments on 
any security pledged to protect the 
note balance (if applicable) and/or the 
TT&L account (if applicable), due as of 
the date of the insolvency or closure, 
or thereafter becoming due, shall be 
held separate and apart from any other 
assets and shall constitute a part of 
the pledged security available to sat-
isfy any claim of the United States. 

(2) Payment procedures. (i) Subject to 
the waiver in paragraph (f)(2)(iii) of 

this section, each depositary (includ-
ing, with respect to such depositary, an 
assignee for the benefit of creditors, a 
trustee in bankruptcy, or a receiver in 
equity) shall immediately remit each 
payment of principal and/or interest re-
ceived by it with respect to collateral 
pledged pursuant to this section to the 
FRB of the district, as fiscal agent of 
the United States, and in any event 
shall so remit no later than 10 days 
after receipt of such a payment. 

(ii) Subject to the waiver in para-
graph (f)(2)(iii) of this section, each ob-
ligor on a security pledged by a deposi-
tary pursuant to this section, upon no-
tification that the Treasury is entitled 
to any payment associated with that 
pledged security, shall make each pay-
ment of principal and/or interest due 
with respect to such security directly 
to the FRB of the district, as fiscal 
agent of the United States. 

(iii) The requirements of paragraphs 
(f)(2)(i) and (ii) of this section are here-
by waived for only so long as a pledg-
ing depositary avoids both termination 
from the program under § 203.7; and 
also, those circumstances identified in 
paragraph (f)(1) which may lead to the 
collection of the proceeds of collateral 
or the waiver is otherwise terminated 
by Treasury. 

[63 FR 5650, Feb. 3, 1998, as amended at 65 FR 
55429, Sept. 13, 2000; 67 FR 11577, Mar. 15, 2002]

PART 204 [RESERVED]

PART 205—RULES AND PROCE-
DURES FOR EFFICIENT FEDERAL-
STATE FUNDS TRANSFERS

Sec.
205.1 What Federal assistance programs are 

covered by this part? 
205.2 What definitions apply to this part?

Subpart A—Rules Applicable to Federal 
Assistance Programs Included in a 
Treasury-State Agreement

205.3 What Federal assistance programs are 
subject to this subpart A? 

205.4 Are there any circumstances where a 
Federal assistance program that meets 
the criteria of § 205.3 would not be subject 
to this subpart A? 

205.5 What are the thresholds for major 
Federal assistance programs? 

205.6 What is a Treasury-State agreement? 

VerDate Sep<04>2002 11:45 Sep 25, 2002 Jkt 197116 PO 00000 Frm 00023 Fmt 8010 Sfmt 8010 Y:\SGML\197116T.XXX 197116T


		Superintendent of Documents
	2014-12-10T09:16:09-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




