
To the Addressee:

( f i ' C f k  r/ o  '/■■■■'
August 2 k , 1976

Enclosed for your information is an excerpt from the Federal Register 
of August 4, 197o» containing a proposal by the Department of the Treasury to 
amend Title 31 of the Code of Federal Regulations, Part 210, entitled "Federal 
Recurring Payments Through Financial Organizations By Means Other Than Checks."

Comments on the proposal should be submitted to the Fiscal Assistant 
Secretary of the Treasury, Department of the Treasury, Washington, D C 20220 
by September 3, 1976.
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proposed rules
T h is  section  o f th e  FED ER A L R E G IS TE R  con ta ins  notices to  th e  p u b lic  o f th e  proposed issuance o f ru les and  re g u la tio n s . T he  purpose o f 

th ese  notices is to  g ive  in te res ted  persons an  o p p o rtu n ity  to  p a rtic ip a te  in th e  ru le  m a k in g  p rio r to  th e  adoption  o f th e  fin a l ru les.

DEPARTMENT OF THE TREASURY 

Fiscal Service 
[ 3 1  C FR  P art 2 1 0  ]

F E D E R A L  R E C U R R I N G  P A Y M E N T S  
T H R O U G H  F IN A N C IA L  O R G A N IZ A T IO N S  
BY M E A N S  O T H E R  T H A N  BY C H E C K

P roposed C o lle c tio n  P rocedures
On October 9,1975, there was published 

in the F e d e r a l  R e g is t e r  (40 FR 47492) 
an amendment to Title 31 of the Code of 
Federal Regulations, adding a new Part 
210 entitled "Federal Recurring Pay
ments Through Financial Organizations 
By Means Other Than By Check.” Notice 
is hereby given that the Department of 
the Treasury proposes to amend § 210.7
(e), add a new § 210.10 to that part, and 
renumber the present § 210.10 to § 210.11.

Section 210.7(e) now provides that a 
financial organization shall credit the 
account indicated by the depositor ac
count number in the credit payment, 
whether or not it is the proper account, 
so long as the account indicated is an 
existing account. In most cases the 
crediting process in the financial organi
zation will be automated, and an incor
rect depositor account number would not 
come immediately to the financial or
ganization’s attention unless the deposi
tor account number in the credit pay
ment did not correspond to any existing 
account with the financial organization. 
If the depositor account number infor
mation included in the credit payment 
does not correspond to an existing ac
count with the financial organization, 
the financial organization has two op
tions. It can either return the credit 
payment, or, based on other payment 
information in the credit payment, credit 
the proper account. However, in the lat
ter case, if the wrong account is credited, 
the financial organization will be liable 
for any loss sustained. Inquiries have 
ndicated that some financial organiza
tions, detecting an erroneous account 
lumber in a credit payment which cor
responds to an existing account, are un
certain of appropriate action when these 
errors are discovered, pointing out that 
I 210.7(e) apparently requires that the 
ncorrect account be credited. The pro- 
josed § 210.7(e) would clarify this point, 
>y recognizing that some financial or- 
:anizations will detect these errors 
credit payments directed to an incorrect 
iut existing account), and that when 
uch an error is detected, the financial 
rganization can either return the pay- 
ient to the Federal Reserve Bank, or. at 
cs own risk, attempt to credit the proper 
ccount from other information in the 
redit payment.
The proposed § 210.10 is new, and pre- 

, ribes the procedure for collection of

amounts for which a financial organiza
tion is accountable under § 210.9(a). 
That subsection provides that financial 
organizations are accountable for the 
total amount of credit payments received 
for an account after the death or legal 
incapacity of the recipient, or death of 
the beneficiary. The financial organiza
tion can, however, limit its liability to a 
lesser amount (equal to the amount in 
the account plus the amount recovered 
by the financial organization and the 
amount equal to credit payments re
ceived within 45 days subsequent to the 
date of death or legal incapacity) if the 
three conditions in § 210.9(a) (1), (2), 
and (3) are satisfied. The collection pro
cedure of the new § 210.10 will begin with 
a first notice to the financial organiza
tion demanding the immediate return to 
the Department of the Treasury of mon
ies in the account up to the amount 
received after the event of death or legal 
incapacity, and, if the amount returned 
is less than the amount of accountability, 
the name and address of any person 
who withdrew monies from the account 
after the event of death or legal inca
pacity. If the financial organization has 
not complied with the first notice within 
30 days from the date of the notice, a 
follow-up notice will be sent to the finan
cial organization. If it does not comply 
with the follow-up notice within 15 days 
from the date of the notice, the financial 
organization will be sent a second notice 
demanding return of the total amount 
of unreturned credit payments received 
after the event of death or legal inca
pacity. The financial organization can 
comply with the second notice by return
ing the full amount demanded, or a lesser 
amount, if the conditions in § 210.9(a) 
<1), (2) and (3) are satisfied and the 
financial organization, furnishes evidence 
to this effect.

If the financial organization complies 
with the first notice within the prescribed 
period, the program agency will attempt 
to collect any additional money due, and 
this attempt will include setting off this 
amount against any money due the per
sonas) who withdrew money from the 
account. If the program agency is unable 
to collect the remaining amount due, a 
second notice will be sent to the finan
cial organization demanding the out
standing amount. The financial orga
nization can comply with this demand by 
returning the total outstanding amount, 
or a lesser amount equal to the amount 
of credit payments received within 45 
days subsequent to the event of death or 
legal incapacity and the amount, if any, 
which the financial organization re
covered pursuant to § 210.9(a) (3). If the 
amount returned is less than the re

maining amount due, the financial or
ganization shall provide a statement to 
the effect that it has met the conditions 
of § 210.9(a) (2) and (3).

If the amount required by the second 
notice is not returned within thirty days 
from the date of the second notice, the 
Treasury will instruct the Federal Re
serve Bank to debit the account being 
maintained or utilized at the Federal 
Reserve Bank by the financial organiza
tion for receipt of credit payments, and 
to credit the amount to the account of 
the United States. The proposed subsec
tion provides that the financial organiza
tion or its designated correspondent, by 
its action in handling credit payments 
or in authorizing its Federal Reserve ac
count to be utilized for the handling of 
credit payments, is deemed to authorize 
the Federal Reserve Bank to effect such 
debits.

Interested persons are invited to sub
mit comments on the proposed amend
ments in writing to the Fiscal Assistant 
Secretary of the Treasury, Department 
of the Treasury, Washington, D.C. 20220, 
for a period ending September 3, 1976. 
Copies of comments received will be 
available for public inspection and copy
ing upon request in accordance with the 
Treasury’s rules regarding Access to Rec
ords (31 CFR Part 1, Subpart A).

1. The proposed amended § 210.7(e) 
would read as follows:
§ 2 1 0 .7  F in a n c ia l o rg an iza tio n .

* » * * *

(a) A financial organization receiving 
credit payment shall credit the amount 
a credit payment shall credit the amount 
of such credit payment to the account in
information specified in the credit pay
ment. If the financial organization is un
able to credit the amount of a credit 
payment to the account indicated by the 
depositor account number information in 
the credit payment because such an ac
count does not exist on its books, or be
cause in processing the cerdit payment it 
has reason to believe that the account 
indicated by the depositor account num
ber information in the credit payment is 
not the account designated by the recipi
ent, it shall either:

(1) Return the credit payment to the 
Federal Reserve Bank with a statement 
identifying the reason therefor, or

(2) Credit the amount of the credit 
payment to the account designated by 
the recipient.

•  *  •  •  *

2. The existing $ 210.10 is renumbered 
as § 210.11 and the following Is the pro
posed text of the new § 210.10.
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§ 2 1 0 .1 0  C o llec tion  p ro c ed u re s .
The amount for which a financial or

ganization is accountable under § 210.9 
shall be collected as follows:

(a) The Department of the Treasury 
shall send a written notice (“first no
tice”) to the financial organization 
specifying the name of the recipient and 
beneficiary (if any), the depositor ac
count number, type of account, the date 
of death or legal incapacity, and a list 
of credit payments which have payment 
dates after the event of death or legal 
incapacity and which have not been re
turned pursuant to § 210.7(f) (3). On re
ceipt of this notice, the financial organi
zation shall immediately return to the 
Treasury Department the” amount re
maining in the account up to the total 
amount of credit payments listed in the 
notice. If the amount returned is less 
than the total amount listed in the no
tice, the financial organization shall pro
vide the name and address of any person 
who withdrew funds from the account, 
subsequent to the date of credit of the 
first payment listed in the notice.

(b) Based on the information received 
pursuant to paragraph (a) of this sec
tion, the program agency shall attempt 
to collect the' difference between the 
amount returned and the aggregate 
amount of all credit payments listed in 
the first notice from the person(s) who 
withdrew any monies from the account 
subsequent to the date of credit of the 
first payment listed in the first notice. 
To the extent permitted by law, this a t
tempt shall include setting off this 
amount against any funds to be paid to 
such person(s) by the program agency.

(c) (1) If a financial organization has 
not complied with paragraph (a) of this 
section within 30 days from the date of 
the first notice, the Treasury Department 
shall send a follow-up notice to the first 
notice to such financial organization de
manding that the first notice be complied 
with.

(2) If the financial organization has 
not complied with paragraph (a) of this 
section within 15 days from the datejof 
the follow-up notice the Department of 
the Treasury shall send a second notice 
to such financial organization demanding 
prompt payment of the total amount of 
credit payments listed in the first notice. 
To comply with this demand, the finan
cial organization shall return to the De
partment of the Treasury either the full 
amount demanded, or a lesser amount 
equal to its liability pursuant to 8 210.9 
(a) (3) (i) and (ii), with evidence that the 
conditions in 9 210.9(a) (1), (2) and (3) 
have been complied with.

(d) If a financial organization has 
complied with paragraph (a), but the 
total amount of credit payments listed 
in the first notice has not been returned 
by the financial organization pursuant to 
paragraph (a) of this section, or collected 
by the program agency pursuant to para
graph (b) of this section, the Department 
of the Treasury shall send a second notice 
to such financial organization demanding 
the prompt payment of the amount listed 
in the first notice less the amount re

turned and collected. To comply with 
this demand the financial organization 
shall return to the Department of the 
Treasury either the amount demanded 
or a lesser amount equal to the total 
amount of credit payments received 
within 45 days after the event of death 
or legal incapacity plus the amount, if 
any, recovered pursuant to § 210.9(a) (3). 
If the lesser amount is returned the fi
nancial organization shall also provide 
a statement to the effect that it has met 
the conditions of §210.9(a) (2) and (3).

(e) If the amount demanded pursuant 
to paragraph (c) or (d) of this section 
is not returned within 30 days from the 
date of the second notice issued there
under, the Department of the Treasury 
Will instruct the appropriate Federal Re
serve Bank that such amount is to be 
debited to the account on the Federal 
Reserve Bank’s books maintained or uti
lized by the financial organization for 
the purpose of receiving credit payments 
under this Part, and is to be-credited to 
the general account of the United States 
Treasury. By its action.in receiving credit 
payments under this part, a financial 
organization shall be deemed to authorize 
such debit to. the account it maintains 
or utilizes on the books of the Federal 
Reserve Bank for the purpose of receiv
ing credit payments, as provided in the 
foregoing sentence. A designated corre
spondent, in authorizing a financial orga
nization to utilize such designated cor
respondent’s account on the books of the 
Federal Reserve Bank for the purpose of 
receiving the amount of credit payments 
under this part, shall be deemed to au
thorize the aforesaid debit to its account 
as provided herein.

Dated: July 29,1976.
David Mosso, 

Fiscal Assistant Secretary.
(PR Doc.76-22605 Piled 8-3-76:8:45 am]

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




