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is by any method permitted by the law of
Dealer A’s (Bank A’s Securities Inter-
mediary) jurisdiction. This could involve a
tri-party agreement among the Federal Re-
serve Bank, Dealer A, and Bank A. As set
forth in § 357.11(b)(1), that agreement likely
would specify which jurisdiction’s law is to
govern the transaction and could specify
that such choice of law supersedes any other
choice of law agreement previously entered
into by Dealer A and Bank A. If Dealer A’s
jurisdiction has not adopted Revised Article
8, the applicable law would be the law of
Dealer A’s jurisdiction as it would be amend-
ed by Revised Article 8.

[61 FR 43631, Aug. 23, 1996, as amended at 62
FR 43284, Aug. 13, 1997; 63 FR 69191, Dec. 16,
1998]
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§ 358.0 Applicability.
(a) These regulations apply to the

conversion of United States Treasury
detached bearer coupons and bearer
corpora to book-entry form. These in-
struments are accepted from deposi-
tory institutions for conversion under

the Coupons Under Book Entry Safe-
keeping program (CUBES) and Bearer
Corpora Conversion System (BECCS)
program during specified time periods.
The Department of the Treasury (De-
partment or Treasury) will determine
the time periods during which detached
bearer coupons and bearer corpora will
be accepted for conversion into book-
entry form, and the fees applicable to
conversion. The time periods and fees
will be announced in the FEDERAL REG-
ISTER no less than 30 calendar days
prior to the date such instruments may
be presented. Presentment shall be to
the Federal Reserve Bank of New York
in accordance with a schedule provided
by the Federal Reserve Bank of New
York.

(b) For coupons converted after the
effective date of this rule, these regula-
tions supersede the terms and condi-
tions governing CUBES set forth in the
written ‘‘Agreements to the Terms and
Conditions Governing CUBES’’ signed
by those depository institutions that
previously participated in the CUBES
program.

(c) Depository institutions that sub-
mit detached bearer coupons and bear-
er corpora are deemed to agree to the
terms and conditions set forth in this
part and any other requirements that
may be prescribed by the Department
or the Federal Reserve Bank of New
York.

§ 358.1 Definitions.

In this part, unless the context indi-
cates otherwise:

BECCS refers to the Treasury’s Bear-
er Corpora Conversion System. A
BECCS security refers to a United
States Treasury definitive bearer bond
held in BECCS.

Callable refers to a United States
Treasury bond subject to call, at the
option of the Secretary, before matu-
rity in accordance with the terms and
conditions of its offering. Coupons as-
sociated with a callable bond that are
due after the date upon which the bond
is subject to call are callable coupons.

Corpus (plural corpora) refers to the
principal portion of a United States
Treasury definitive bearer bond.

Coupon refers to a definitive bearer
interest instrument associated with a
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United States Treasury definitive bear-
er bond.

CUBES refers to the Treasury’s Cou-
pons Under Book-Entry Safekeeping
program. A CUBES security is a defini-
tive coupon detached from a United
States Treasury bond and held in
CUBES.

Depository institution means an entity
described in section 19(b) of the Federal
Reserve Act (12 U.S.C. 461(b)).

Federal Reserve Bank or Reserve Bank
means a Federal Reserve Bank or
Branch.

Non-callable refers to a United States
Treasury bond not subject to call be-
fore maturity. Non-callable coupons
are coupons associated with a non-call-
able bond, and coupons associated with
a callable bond that are due on or be-
fore the date upon which the callable
bond is subject to call.

Non-transferable means that the own-
ership of a security held in BECCS or
CUBES may not be transferred, pursu-
ant to the provisions of section 358.4 of
this part.

Transferable means that the owner-
ship of a security held in BECCS or
CUBES may be transferred, pursuant
to the provisions of § 358.4 of this part.

§ 358.2 Governing regulations.
CUBES and BECCS securities are

deemed to be securities for purposes of,
and upon their conversion to book-
entry are governed by, subparts A, B,
and D of part 357 of this chapter. Not-
withstanding the provisions of part 357
of this chapter, certain CUBES and
BECCS securities are non-transferable,
pursuant to § 358.4 of this part.

§ 358.3 Securities not eligible for con-
version.

(a) Detached bearer coupons and
bearer corpora that are submitted
within 30 days of their maturity date
or, if the call provision has been in-
voked, within 30 days of their call date,
will not be accepted for conversion.

(b) Bearer corpora with a maturity
date on or before November 15, 1998,
will not be accepted for conversion.

§ 358.4 Transferability.
In order for a callable corpus to be el-

igible for conversion to a transferable
BECCS security all associated callable

coupons must be submitted with the
corpus. These callable coupons will be
linked with the corpus within BECCS
when converted. Once the coupons are
linked to the corpus, they may not be
separately transferred. If all of the
callable coupons associated with the
corpus are not submitted with the cor-
pus, the corpus will be converted to a
non-transferable BECCS security, and
the remaining callable coupons sub-
mitted with the corpus will be con-
verted to individual non-transferable
CUBES securities. A corpus that is not
subject to call will be converted to a
transferable BECCS security. Non-call-
able coupons will be converted to
transferable CUBES securities.

§ 358.5 Submissions of detached bearer
coupons and bearer corpora.

(a) Detached bearer coupons and
bearer corpora must be submitted to
the Federal Reserve Bank of New York
in accordance with Federal Reserve
Bank of New York procedures and must
be accompanied by an approved form,
executed by an authorized officer of the
submitting depository institution.

(b) Until verified by the Department,
submitted detached bearer coupons and
bearer corpora will be subject to rejec-
tion or adjustment.

§ 358.6 Delivery of detached bearer
coupons and bearer corpora.

The depository institution shall bear
the expense and assume the risk of loss
associated with the delivery of the de-
tached bearer coupons and bearer
corpora to the Federal Reserve Bank of
New York. The United States shall
bear the expense and assume the risk
of loss associated with the delivery of
the submitted detached bearer coupons
and bearer corpora between the Federal
Reserve Bank of New York and the De-
partment. The depository institution
shall bear the expense and assume the
risk of loss associated with the deliv-
ery of any detached bearer coupons and
bearer corpora that are returned to the
depository institution.

§ 358.7 Fees for conversion trans-
actions.

The depository institution will pay a
fee for each CUBES and BECCS conver-
sion transaction processed. The fees for
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conversion transactions will be pub-
lished in the FEDERAL REGISTER prior
to the start of the initial conversion
period. A corpus subject to call that is
submitted with all of its associated
callable coupons will be considered a
single conversion transaction and will
be charged a single fee. If one or more
of the associated callable coupons are
not submitted with the corpus, the
conversion of each callable coupon sub-
mitted and the corpus will be consid-
ered a separate conversion transaction
and will be charged a separate fee.
Each non-callable coupon submitted
will be considered a separate conver-
sion transaction and will be charged a
separate fee. The fee for any conversion
transaction that is rejected by the De-
partment for any reason is non-refund-
able.

§ 358.8 Crediting of amounts less than
one dollar.

Upon the conversion of coupons to
CUBES, amounts of less than one dol-
lar in the aggregate per CUBES CUSIP
will not be credited to the account of
the depository institution.

§ 358.9 Authority of depository institu-
tion.

(a) Submission of detached bearer
coupons and bearer corpora to the Fed-
eral Reserve Bank of New York for con-
version to book-entry accounts under
the CUBES and BECCS programs con-
stitutes a representation by the deposi-
tory institution that it has authority
to convert the coupons and corpora to
book-entry form.

(b) Neither the Department nor the
Federal Reserve Bank of New York
shall be liable if the depository institu-
tion has no authority to convert the
detached bearer coupons and bearer
corpora to book-entry form or to take
other actions in respect to book-entry
accounts in CUBES and BECCS.

(c) Neither the Department nor the
Federal Reserve Bank of New York
shall be liable for any loss incurred by
the depository institution which may
result from the failure of the deposi-
tory institution to properly follow the
procedures provided by the Federal Re-
serve Bank of New York.

§ 358.10 Adjustments to or rejection of
securities.

In the event that the Department
makes an adjustment to or rejects all
or part of the submitted securities, the
Federal Reserve Bank of New York will
instruct the depository institution to
transfer CUBES or BECCS securities of
the same payment date and face value
from the depository institution’s ac-
count to the Federal Reserve Bank of
New York. If no such CUBES or BECCS
securities exist in the depository insti-
tution’s account, the Federal Reserve
Bank of New York will instruct the de-
pository institution as to how an ad-
justment will be made. In the event
that the depository institution fails to
comply with the instructions of the
Federal Reserve Bank of New York
within five (5) business days of receipt
of the instructions, the Federal Re-
serve Bank of New York reserves the
right to debit the master account of
the depository institution for the face
value of the rejected detached bearer
coupons and bearer corpora. By the
submission of the detached bearer cou-
pons and bearer corpora, the depository
institution is deemed to agree to this
debit.

§ 358.11 Audit and verification of secu-
rities.

After processing and initial
verification, the Federal Reserve Bank
of New York will credit the securities
accepted to the depository institution’s
book-entry account, establishing a se-
curities entitlement in TRADES pursu-
ant to 31 CFR part 357 subpart B. Final
verification by the Department will be
accomplished within ten (10) business
days of receipt of the detached bearer
coupons and bearer corpora at the De-
partment. The depository institution
shall not trade in the securities prior
to final verification. If at any time
after this ten (10) day period the De-
partment determines that the security
was improperly credited to the CUBES
or BECCS account of the depository in-
stitution, such as in the case of a pre-
viously undetected counterfeit secu-
rity, the Department reserves the right
to adjust the CUBES or BECCS ac-
count.
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§ 358.12 Separate maintenance of ac-
counts.

CUBES and BECCS accounts will be
maintained separately from accounts
maintained in Treasury’s STRIPS
(Separate Trading of Registered Inter-
est and Principal of Securities) pro-
gram.

§ 358.13 Processing against master ac-
counts.

The depository institution agrees
that all charges associated with its
CUBES and BECCS accounts, including
the conversion fee, will be processed
against its master account on the
books of a Federal Reserve Bank.

§ 358.14 Program prohibitions.
Once detached bearer coupons and

bearer corpora have been converted to
book-entry form, reconversion to phys-
ical form is prohibited. The reconstitu-
tion of a BECCS security with CUBES
securities or any combination of Treas-
ury obligations is prohibited.

§ 358.15 Authority of Federal Reserve
Banks.

The Federal Reserve Bank of New
York is hereby authorized as fiscal
agent of the United States to perform
functions with respect to this part.

§ 358.16 Limitation of liability.
Except as otherwise provided by reg-

ulation, circular, or written agree-
ment, the Federal Reserve Bank of New
York shall be liable in connection with
any action taken or omission by it
only for its failure to exercise ordinary
care. In no event shall the Federal Re-
serve Bank of New York or the Depart-
ment have or assume any responsi-
bility to any party except the sending
and receiving depository institutions
involved in a CUBES or BECCS trans-
action. In no event shall the Federal
Reserve Bank of New York or the De-
partment assume any responsibility, in
connection with a CUBES or BECCS
transaction, for the insolvency, ne-
glect, misconduct, mistake or default
of another bank or person, including
the immediate participants.

§ 358.17 Indemnification.
The submitting depository institu-

tion shall indemnify the United States

against any loss which may occur as a
result of the conversion of a bearer cor-
pus missing one or more associated
callable coupons.

§ 358.18 Waiver of regulations.
The Secretary of the Treasury re-

serves the right, in the Secretary’s dis-
cretion, to waive or modify any provi-
sion(s) of these regulations in any par-
ticular case or class of cases for the
convenience of the United States or in
order to relieve any person(s) of unnec-
essary hardship, if such action is not
inconsistent with law, does not impair
any existing rights, and the Secretary
is satisfied that such action will not
subject the United States to any sub-
stantial expense or liability.

§ 358.19 Supplements, amendments or
revisions.

The Secretary may, at any time, pre-
scribe additional supplemental, amend-
atory or revised regulations with re-
spect to CUBES and BECCS.

PART 359—OFFERING OF UNITED
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§ 359.0 Offering of bonds.
The Secretary of the Treasury offers

for sale to the people of the United
States, United States Savings Bonds of
Series I, hereinafter referred to as Se-
ries I bonds or bonds. This offer, effec-
tive September 1, 1998, will continue
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