
4503Federal Register / Vol. 60, No. 14 / Monday, January 23, 1995 / Rules and Regulations

WV, address is substituted for its former
Washington, DC, address.

Subpart B—Time Deposit Securities
Time deposit Treasury securities are

offered to State and local government
investors to enable these investors to
satisfy yield restrictions prescribed by
the Internal Revenue Code and
regulations. Noteworthy changes from
the 1989 rule are as follows:

(1) Section 344.2(b)—Reference to the
Federal Reserve Banks as a receiving
point for initial subscriptions has been
deleted. This final rule expressly allows
for sending of initial subscriptions by
facsimile equipment (FAX) or other
carriers, in addition to postal delivery.

(2) Section 344.2(c)(2)—This section
clarifies the authority governing
Automated Clearing House payments on
account of United States securities.

(3) Section 344.2(c)(2)(iii)—This
section clarifies that fiscal agency
checks, rather than Treasury checks, are
an alternative payment mechanism for
securities for which subscriptions were
submitted prior to February 1, 1987.

(4) Section 344.3(a)—Reference to the
Federal Reserve Banks as the receiving
point for subscriptions for purchase of
securities under this offering, as well as
the reference to in person delivery to
such Banks, have been deleted. In
addition, this final rule expressly allows
for sending of initial subscriptions by
facsimile equipment. Whether
subscriptions are sent by FAX, mail or
other carrier, subscribers are encouraged
to expedite delivery.

(5) Section 344.3(b)(1)—This section
expressly allows sending of initial
subscriptions by facsimile and other
carriers. In addition, the Bureau of the
Public Debt is substituted for the
Federal Reserve Banks to reflect the
consolidation of program administration
in Parkersburg, WV.

(6) Section 344.3(b)(3)—This section
requires that amendments to initial
subscriptions be filed on or before the
issue date, by 3:00 p.m., Eastern time. In
addition, this section permits sending of
amendments to initial subscriptions by
facsimile, provided the notification is
clearly identified as an amendment and
is immediately followed by the
submission by mail or other carrier of
written notification of the amendment.

(7) Section 344.3(b)(3)(i)—This
section clarifies that an amendment to
an initial subscription may not change
the issue date to require issuance earlier
than the issue date originally specified.
In this section, the Bureau of the Public
Debt is substituted for the Federal
Reserve Banks to reflect the
consolidation of program administration
in Parkersburg, WV. This final rule

requires that changes under this section
be submitted no later than 3:00 p.m.,
Eastern time, one business day before
the originally specified issue date.

(8) Section 344.3(b)(3)(iv)—This new
section governs amendments to initial
subscriptions which are not submitted
timely. Where an amendment is not
submitted timely, the Division of
Special Investments may determine,
pursuant to the provisions governing
waiver of regulations set forth under 31
CFR 306.126, that such an amendment
is acceptable on an exception basis.
Where an amendment is determined to
be acceptable on an exception basis, the
amended information shall be used as
the basis for issuing the securities, and
an administrative fee of $100 per
subscription will be assessed. The
Secretary reserves the right to reject
amendments which are not submitted
timely.

(9) Section 344.3(c)—In this section,
the Bureau of the Public Debt is
substituted for the Federal Reserve
Banks to reflect the consolidation of
program administration in Parkersburg,
WV. This final rule requires that a final
subscription must be submitted by 3:00
p.m., Eastern time, on or before the
issue date.

(10) Section 344.4(a)—This section
requires that the issue date selected by
the subscriber must be a business day
and allows for the sending of initial
subscriptions by facsimile or other
carrier. In this section, the Bureau of the
Public Debt is substituted for the
Federal Reserve Banks. Under this final
rule, full payment for each subscription
must be submitted utilizing the Fedwire
funds transfer system.

(11) Section 344.4(b)—The 1989
regulations provided that any subscriber
which fails to make settlement on a
subscription once submitted is
ineligible thereafter to subscribe for
securities under this offering for a
period of six months. This final rule
provides that the Division of Special
Investments may determine to waive the
six month penalty, pursuant to the
provisions governing waiver of
regulations set forth under 31 CFR
306.126. Where settlement occurs after
the proposed issue date and the
Division of Special Investments
determines, pursuant to 31 CFR
306.126, that settlement is acceptable on
an exception basis, the six month
penalty will be waived, and the
subscriber shall be subject to a late
payment assessment. The assessment
will include payment of an amount
equal to the amount of interest that
would have accrued on the securities
from the proposed issue date to the date
of settlement, as well as an

administrative fee of $100 per
subscription. Assessments under this
subsection are due on demand. Failure
to pay an assessment shall render the
subscriber ineligible thereafter to
subscribe for securities under this
offering until the assessment is paid.

(12) Section 344.5(b)(2)—This section
adds a reference to a designated
Treasury form and deletes a reference to
wire as an authorized means of
submitting notice for redemption prior
to maturity. The agency’s Parkersburg,
WV, address is substituted for its former
Washington, DC, address. This final rule
expressly allows that the notice of
redemption may be sent by facsimile or
by other carriers, and provides that
notice be submitted no less than 15
calendar days and no more than 60
calendar days before the requested
redemption date.

(13) Section 344.5(b)(3)(ii)—This
section clarifies that the applicable rate
table for determining the ‘‘current
borrowing rate’’ is the one in effect on
the day the request for early redemption
is telecopied, postmarked, or where
delivered by other carrier, date-stamped.

Subpart C—Demand Deposit Securities
The Tax Reform Act of 1986 imposed

arbitrage rebate requirements on issuers
of tax-exempt bonds and directed the
Department of the Treasury to
accommodate such requirements by
enabling entities to invest qualifying
funds in a Treasury money-market type
investment vehicle. Accordingly, the
Department expanded the SLGS
securities program, beginning with its
1986 regulations, to include a demand
deposit security offering. This security
is not treated as investment property for
purposes of sections 143(g)(3) and 148
of the Internal Revenue Code and,
therefore, enables eligible entities to
invest proceeds of tax-exempt bonds in
an obligation which avoids the earning
of arbitrage subject to rebate.
Noteworthy changes from the 1989 rule
are as follows:

(1) Section 344.7(a)—In this section
the Bureau of the Public Debt is
substituted for the Federal Reserve
Banks to reflect the consolidation of
program activities in Parkersburg, WV.
This final rule clarifies that
subscriptions may be submitted by
certified or registered mail, or by other
carrier. In addition, this final rule
provides that a subscription may be
submitted by facsimile equipment, at
least three business days before the
issue date, provided that the original
subscription form is submitted by mail,
or other carrier, and is received by the
Bureau of the Public Debt by 3:00 p.m.,
Eastern time, on the issue date.


