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C irc u la r  No. 78-154
October 31, 1978

TREASURY TA X AND LOAN INVESTMENT PROGRAM

TO THE CHIEF EXECUTIVE
OFFICER, EACH BANK IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

On May 15, 1978, C ircu lar No. 78-57 was distributed to all banks with 
an attached Treasury  booklet covering the Treasury  Tax and Loan Investment 
Program. Included in this booklet was Bulletin No. 78-03 which contained the 
procedural instructions for all T reasury  Tax  and Loan depositaries. The Treas
ury  has advised us that pen and ink revisions need to be made to this procedure 
in the two areas as outlined below:

Revisions

Delete Insert

Page 1, Section 2 .C . (Line 3) 
"quoted as a percentage to two 
decimal places,"

Page 1, Section 2 .C . (Line 3) 
"converted to a four decimal place 
factor,"

Page 2, Section 2 .C . (Line 10)
" , or to the next lower number"

Page 2, Section 2 .C . (Line 10)
" . The fifth number to the righ t of 
the decimal point w ill remain the 
same"

Also, as you are  aware, the Treasury  Tax  and Loan Investment Program  
w ill begin on November 2. For your reference, printed on the following pages is 
the notice of the implementation date as was issued in the Federal Register  on 
October 16.

Additional copies of this c ircu lar w ill be furnished upon request to the 
Fiscal Agency Department at the Dallas Office, Ext. 6341.

Sincerely yours,

Robert H . Boykin

First Vice President

Banks and others are encouraged to  use the fo llow ing incoming WATS numbers in contacting this Bank:
1-800-492-4403 (intrastate) and 1-800-527-4970 (interstate). For calls placed locally, please use 651 plus
the extension referred to  above.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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Title 31— Money and Finance: 
Treasury

CHAPTER II— FISCAL SERVICE; 
DEPARTMENT OF THE TREASURY

TREASURY TAX AND LOAN 
ACCOUNTS

Announcement o f Effective Date of 
Final Rule* and Amendments to 
Certain Provisions Concerning Col
lateral Pledged

AGENCY: Fiscal Service, D epartm ent 
of the Treasury.
ACTION: Announcement of effective 
date of final rules and amendments to 
certain provisions concerning collater
al pledged under 31 CFR P a rt 203.
SUMMARY: In the  F e d e r a l  R e g i s t e r  
of May 2, 1978 (43 FR  18960) the  
Treasury D epartm ent issued final reg
ulations (31 CFR Parts 203, 214, 317, 
and 321) and interim  regulations (31 
CFR 226) to  implement the  invest
m ent provisions of Pub. L. 95-147 of 
October 28, 1977. The regulations 
issued on May 2, 1978, called for an ef
fective date of July 6, 1978, provided 
the  Congress had appropriated funds 
to cover the paym ent of fees for cer
tain services rendered under the  regu
lations. Since the Congress had not 
appropriated the  necessary funds, a 
notice was published in th e  F e d e r a l  
R e g i s t e r  on June 19, 1978 (43 FR 
26309) deferring th a t effective date.

The Congress has now made the  nec
essary funds available. Accordingly, 
th e  effective date of both  the  final 
and interim  rules issued on May 2 as 
amended by th is notice is November 2, 
1978.

The in ten t of Pub. L. 95-147 is to 
perm it th e  Treasury to  earn interest 
by the  investment of its operating 
cash balances and, a t th e  same time, 
pay fees for certain services which 
have not heretofore been compensa
ble.

Subpart D of 31 CFR P a rt 203 rela t
ing to collateral pledged as security by 
depositaries for tax and loan accounts 
as published in th e  F e d e r a l  R e g i s t e r  
of May 2 is being amended. First, by 
th is amendment, th e  m aturity  of the 
type of collateral security accepted 
under subparagraph 9 of § 203.15(d) 
(i.e., conunerical and agricultural 
paper and bankers’ acceptances) is 
being extended from one year to  two 
years. Second, by th is  amendment, a

[4810-35-M]

new paragraph (i.e., paragraph (f)) is 
being added to  § 203.15 to  describe ac
tions which will be taken, upon the  in 
solvency of a depositary, to  perfect th e  
T reasury’s security interest in th e  pro
ceeds of the  collateral which th a t de
positary has pledged as security for 
tax  and loan funds.

Further, 31 CFR P a rt 226, entitled 
“Recognition of Insurance Covering 
Treasury Tax and Loan Depositaries” 
which was published as an interim  
rule on May 2 is hereby being adopted 
as a final rule.
EFFECTIVE DATES: The provisions 
of the  rules which were published in 
the  F e d e r a l  R e g i s t e r  of May 2 (43 F R  
18960) and as amended by th is notice 
are effective on November 2,1978.
FOR FURTHER INFORMATION 
CONTACT:

Mr. Jo h n  Kilcoyne, Assistant Fiscal
Assistant Secretary (Banking),
Office of the  Secretary, D epartm ent
of th e  Treasury, W ashington, D.C.
20220, 202-566-2849.
Additionally, financial institutions 

having questions as to  operating pro
cedures may direct such questions to 
the  Federal Reserve Bank or Branch 
serving the  geographical area in which 
the  institution is located.
SUPPLEMENTARY INFORMATION: 
By th is notice, the  effective date of 
the  regulations issued on May 2, 1978, 
as amended, is being established. Cer
tain  paragraphs of th e  regulations 
issued on May 2, 1978, cited specific 
dates which were predicated on the  
presumption th a t those regulations 
were to  be effective on Ju ly  6, 1978. 
Consequently, due to th e  postpone
m ent of th e  effective date to  Novem
ber 2, 1978, those paragraphs are 
hereby being revised to  reflect dates 
consistent with th e  revised effective 
date.

In  the  preamble to  th e  final regula
tions issued on May 2, 1978, it was 
stated  th a t th e  Treasury was consider
ing w hat action it could take to  
expand categories of eligible collater
al. W hile the  T reasury’s study of col
lateral is continuing, th e  D epartm ent 
is now extending th e  m aturity  lim ita
tion of the  collateral security accepted 
under subparagraph (9) of § 203.15(d) 
from one year to  two years: a t 90 per
cent of face value.

F urther, by th is amendment, the  
Treasury is adding a new paragraph 
(paragraph f ) to § 203.15 to describe 
general requirem ents pertaining to  the  
perfection of the  Treasury’s security 
in terest in the  proceeds of pledged col
lateral in the  event of the  insolvency 
of the  depositary. This is an  amend
m ent of a technical nature  which is in- 
tened to  preserve, subsequent to  the  
insolvency of a depositary, th e  Trea
sury’s in terest in th e  proceeds of the  
collateral th a t a tax and loan deposi



ta ry  has pledged for th e  purpose of se
curing the tax and loan funds on de
posit or invested with it.

Since each Treasury Tax and Loan 
Depositary enters into a depositary 
contract as stated  a t § 203.6, the  Treas
ury is of the  view th a t the  amend
m ents involve a m atter relating to 
“contracts” as th a t term  is used in 5 
U.S.C. 553(a)(2). Further, th e  T reasur
y is of the  view th a t because the  
amendments (1) add to  the  supply of 
securities available to  depositaries to  
secure tax and loan funds, and (2) set 
fo rth  requirm ents intended to solidify 
th e  Treasury’s rights to  the  proceeds 
of th e  collateral which a depositary 
has pledged to secure public funds, 
subsequent to  th e  insolvency of th a t 
depositary, they  involve *a m atter re
lating to “public property” w ithin the 
meaning of 5 U.S.C. 553(a)(2).

Consequently, it  has been deter
mined th a t th e  amendments are not 
subject to the  rulemaking require
ments, including notice or proposed 
rulemaking, which are contained in 5 
U.S.C. 553.

31 CFR P a rt 226, entitled “Recogni
tion of Insurance Covering Treasury 
Tax and Loan Depositaries” was pub
lished as an interim  rule in the  F e d e r 
a l  R e g i s t e r  of May 2, 1978 (43 FR 
18972). Since the  publication of th a t 
part, the  D epartm ent received one 
written comment concerning th a t in
terim  rule. In  essence th a t comment 
was a request for clarification of one 
of th e  provisions of th a t rule. Accord
ingly, in view of the  absence of any 
substantive comment, th e  D epartm ent 
is of the  view th a t  31 CFR P art 226, 
which was published in the  F e d e r a l  
R e g i s t e r  of May 2, 1978, as an interim  
rule, should hereafter be regarded as a 
final rule. By th is notice, 31 CFR P art 
226 is being adopted as a final regula
tion.

On May 24, 1978, a proposed Treas
ury directive entitled “Criteria and 
Procedures for the  Preparation, 
Review and Approval of Regulations” 
was published a t 43 FR  22319, in im
plem entation of Executive Order 
12044 (March 23, 1978; 43 FR  12661). 
A lthough the  proposed directive was 
made effective on May 22, 1978, it was 
provided th a t regulations in process of 
preparation before th a t date which 
had been the  subject of a public hear
ing would not be subject to the  re 
quirem ent of paragraph 9 of the  pro
posed directive th a t a work plan be 
prepared. As the  instant publication is 
th e  culmination of a regulatory proj
ect which was the  subject of a public 
hearing on January  12, 1978, no work 
plan has been prepared. Nevertheless, 
th e  o ther applicable requirem ents of 
th e  proposed Treasury directive have 
been complied with.

In  consideration of all th e  foregoing, 
31 CFR C hapter II is amended as fol
lows:

PART 203— TREASURY TAX AND  
LOAN DEPOSITORIES

§ 203.3 [Amended]
1. Section 203.3 is amended by 

changing the  date, “July  5, 1978,” in 
th e  first sentence of paragraph (a), to 
“November 1, 1978.”

§ 203.11 [Amended]
2. Section 203.11 is amended as fol

lows:
(a) By changing the  date, “July  5, 

1978,” in th e  first sentence of para
graph (a), to “November 1, 1978.”

(b) By changing the  date, “July  6, 
1978,” in the  last sentence of para
graph (a), to “November 2, 1978.”

(c) By changing the  date, “Ju ly  6, 
1978,” each tim e it appears in para
graphs (b) and (c), to  “November 2, 
1978.”

3. Section 203.15 is amended by 
amending paragraph (d)(9) and by 
adding a new paragraph (f) to read as 
follows:

§ 203.15 Collateral security requirements.

* • • • •

(d) • • •
(9) Commercial and agricultural 

paper and bankers’ acceptances ap
proved by the  Federal Reserve Bank 
of the  district and having a m aturity  
a t the  time of pledge not to exceed 2 
years: At 90 percent of face value.

• • • • •

( f ) Effecting payments of principal 
and interest on securities pledged as 
collateral subsequent to the insolvency 
of a depositary—(1) General. In  the 
event of the  depositary’s insolvency or 
closure, or in the event of the  appoint
m ent of a receiver, conservator, liqui
dator or o ther similar officer to term i
nate its business, the  depositary agrees 
th a t all principal and in terest pay
m ents on any security pledged to  pro
tect th e  note account (if applicable) 
and the Treasury tax  and loan ac
count, due as of the  date of the  insol
vency of closure, or thereafter becom
ing due, shall be held separate and 
apart from any o ther assets and shall 
constitute a part of the  pledged securi
ty  available to  satisfy any claim of the  
United States.

(2) Payment procedures, (i) Subject 
to  the  waiver in subparagraph (2)(iii) 
of this paragraph, each depositary (in
cluding, with respect to  such deposi
tary, an  assignee for th e  benefit of 
creditors, a trustee in bankruptcy, or a 
receiver in equity) shall immediately 
rem it each paym ent of principal and / 
or in terest received by it w ith respect 
to  collateral pledged pursuant to  th is 
section to th e  Federal Reserve Bank of 
th e  district, as fiscal agent of the  
United States, and in any event shall

so rem it no la ter th an  ten  days after 
receipt of such a payment.

(ii) Subject to the  waiver in subpara
graph (2)(iii) of th is paragraph, each 
obligor on a security pledged by a de
positary pursuant to th is section shall 
make each paym ent of principal an d / 
or in terest due w ith respect to  such se
curity directly to the  Federal Reserve 
Bank of the  district, as fiscal agent of 
th e  United States.

(iii) The requirem ents of subpara
graphs (2) (i) and (ii) of th is para 
graph are hereby waived for only so 
long as a pledging depositary remains 
solvent. The foregoing waiver is term i
nated  w ithout fu rth e r action immedi
ately upon th e  insolvency of a pledg
ing depositary or, if earlier, upon 
notice by th e  Treasury or th e  Federal 
Reserve Bank of th e  district of such 
term ination. For purposes of th is 
paragraph, a depositary is insolvent 
when, voluntarily or by action of com
peten t authority , it is closed because 
of present or prospective inability to 
m eet th e  demands of its depositors or 
shareholders.

4. Section 203.18 is amended to read 
as follows:

§ 203.18 Effective date.
This revision of th is p a rt is effective 

November 2,1978.

PART 214— DEPOSITORIES FOR 
FEDERAL TAXES

5. Section 214.9 is amended to  read 
as follows:

§ 214.9 Effective date.
This revision of this part is effective 

November 2, 1978.

PART 226— RECOGNITION OF INSUR
ANCE COVERING TREASURY TAX 
AND LOAN DEPOSITARIES
6. Section 226.7 is amended to read 

as follows:

§ 226.7 Effective date.
The provisions of th is p art become 

effective November 2,1978.
7. Interim  31 CFR P art 226, as 

amended in item  6. of th is document, 
is hereby adopted as a final rule.

PART 317— REGULATIONS GOVERN
ING AGENCIES FOR ISSUE OF U.S. 
SAVINGS BONDS OF SERIES E AND  
U.S. SAVINGS NOTES
8. Section 317.5 is amended by 

changing paragraph (e) to  read as fol
lows:

§ 317.5 Issuance of bonds.

* * * * *



(e) The provisions of th is  section, as 
amended, are effective November 2, 
1978.

PART 321— PAYMENTS BY BANKS 
AND OTHER FINANCIAL INSTITU
TIONS OF UNITED STATES SAVINGS 
BONDS AND UNITED STATES SAV
INGS NOTES (FREEDOM SHARES)

9. Section 321.5 is amended by 
changing paragraph (e) to read as fol
lows:

§ 321.5 Paying agent fees and charges.

* * • * *

(e) The provisions of th is section, as 
amended, are effective November 2, 
1978.

Dated: October 11, 1978.
P a u l H. T a y lo r , 

Fiscal A ssis tan t Secretary. 
[FR Doc. 78-29199 Piled 10-13-78; 8:45 am]




