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referred to as the commercial book- 
entry system. 

Transaction request means a request 
to effect a change in an account master 
record or securities portfolio main-
tained in Legacy Treasury Direct. 

Transaction request form means a form 
or series of forms prescribed for use by 
the Department to request a trans-
action in Legacy Treasury Direct. 
(This term includes a document that 
the Department has determined con-
tains all of the elements required by 
the transaction request form.) 

Transfer Message means an instruc-
tion of a Participant to a Federal Re-
serve Bank to effect a transfer of a 
Book-entry Security maintained in 
TRADES, as set forth in Federal Re-
serve Bank Operating Circulars. 

Voluntary representative means the 
person qualified by the Department of 
the Treasury to accept payment or di-
rect distribution of a decedent’s securi-
ties pursuant to § 357.28. 

[51 FR 18265, May 16, 1986, as amended at 59 
FR 59038, Nov. 15, 1994. Redesignated and 
amended at 61 FR 43628, Aug. 23, 1996; 62 FR 
18694, Apr. 16, 1997; 62 FR 33548, June 20, 1997; 
67 FR 7079, Feb. 15, 2002; 69 FR 18803, Apr. 9, 
2004; 70 FR 57431, Sept. 30, 2005; 70 FR 57441, 
Sept. 30, 2005; 76 FR 18063, Apr. 1, 2011] 

Subpart B—Treasury/Reserve 
Automated Debt Entry System 
(TRADES) 

SOURCE: 67 FR 7080, Feb. 15, 2002, unless 
otherwise noted. 

§ 357.10 Laws governing a Treasury 
book-entry security, TRADES, and 
security interests or entitlements. 

(a) What law governs the rights and ob-
ligations of the United States and the 
Federal Reserve Banks; and the rights of 
any Person against the United States and 
the Federal Reserve Banks? Except as we 
provide in paragraph (b) of this section, 
the following are governed solely by 
Treasury regulations, including the 
regulations of this part, the applicable 
offering circular (which is 31 CFR part 
356, in the case of securities issued on 
and after March 1, 1993), the announce-
ment of the offering, and Federal Re-
serve Bank Operating Circulars: 

(1) The rights and obligations of the 
United States and the Federal Reserve 
Banks with respect to a Book-entry Se-
curity or Security Entitlement and the 
operation of TRADES, and 

(2) The rights of any Person, includ-
ing a Participant, against the United 
States and the Federal Reserve Banks 
with respect to a Book-entry Security 
or Security Entitlement and the oper-
ation of TRADES. 

(b) What law governs security interests 
in Security Entitlements that are not re-
corded on a Federal Reserve Bank’s 
books? See the following table: 

If a security interest in a security entitle-
ment is— And it is— Then it is governed by— 

(1) in favor of a Federal Reserve Bank 
from a Participant.

not recorded on the books of a Federal 
Reserve Bank pursuant to 
§ 357.12(e)(2).

the law (not including the conflict-of-law 
rules) of the jurisdiction where the 
head office of the Federal Reserve 
Bank maintaining the Participant’s Se-
curities Account is located. 

(2) in favor of a Federal Reserve Bank 
from a Person that is not a Participant.

not recorded on the books of a Federal 
Reserve Bank pursuant to 
§ 357.12(e)(2).

the law determined in the manner speci-
fied in § 357.11. 

(c) What law governs if the jurisdiction 
in paragraph (b)(1) of this section did not 
adopt Revised Article 8, or Revised Article 
8 as amended by Revised Article 9 (both 
incorporated by reference, see Sec. 357.2)? 
The law specified in paragraph (b)(1) of 
this section shall be the law of that 

State as though that State adopted Re-
vised Article 8. 

§ 357.11 Laws governing other inter-
ests in Treasury securities. 

(a) What does the law (not including 
the conflict-of-law rules) of a Securities 
Intermediary’s jurisdiction govern? To 

VerDate Mar<15>2010 16:34 Aug 26, 2011 Jkt 223122 PO 00000 Frm 00424 Fmt 8010 Sfmt 8010 Q:\31\31V2.TXT ofr150 PsN: PC150



415 

Fiscal Service, Treasury § 357.12 

the extent not inconsistent with these 
regulations, the law (not including the 
conflict-of-law rules) of a Security 
Intermediary’s jurisdiction governs the 
following: 

(1) When a Person acquires a Secu-
rity Entitlement from the Securities 
Intermediary; 

(2) The rights and duties of the Secu-
rities Intermediary and Entitlement 
Holder that arise out of a Security En-
titlement; 

(3) Whether the Securities Inter-
mediary owes any duties to an adverse 
claimant to a Security Entitlement; 

(4) Whether a Person may assert an 
Adverse Claim against a Person who 
acquires a Security Entitlement from 
the Securities Intermediary or against 
a Person who purchases a Security En-
titlement or interest therein from an 
Entitlement Holder; and 

(5) The perfection, effect of perfec-
tion or non-perfection and priority of a 
security interest in a Security Entitle-
ment (except as otherwise provided in 
paragraph (c) of this section). 

(b) What is the ‘‘Securities 
Intermediary’s jurisdiction’’ for purposes 
of this section? See the following table: 

If . . . 
Then the securities 

intermediary’s jurisdiction 
is . . . 

(1) An agreement between the Securities Intermediary and its Entitlement Holder governing the 
securities account expressly provides that a particular jurisdiction is the Securities 
Intermediary’s jurisdiction for purposes of Part 1 of Article 8 of the Uniform Commercial 
Code, Article 8 of the Uniform Commercial Code, or the Uniform Commercial Code.

the jurisdiction agreed upon. 

(2) An agreement between the Securities Intermediary and its Entitlement Holder governing the 
securities account expressly provides that it is governed by the law of a particular jurisdiction.

the jurisdiction agreed upon. 

(3) The statements in paragraphs (b)(1) and (2) of this table do not apply, but the agreement 
expressly specifies that the securities account is maintained at an office in a particular juris-
diction.

the jurisdiction where the office 
is located. 

(4) The statements in paragraphs (b)(1) through (3) of this table do not apply and an account 
statement identifies the office serving the Entitlement Holder’s account.

the jurisdiction where the office 
is located. 

(5) None of the statements in paragraphs (b)(1) through (4) of this table apply ........................... the jurisdiction in which the 
chief executive office of the 
Securities Intermediary is lo-
cated. 

(c) What law governs the perfection of a 
security interest automatically or by fil-
ing? The law (but not the conflict-of- 
law rules) of the jurisdiction in which 
the Person creating a security interest 
is located governs whether and how the 
security interest may be perfected 
automatically or by filing a financing 
statement. (This is despite the general 
rule in (a)(5) of this section). 

(d) Where is a Person located, for pur-
poses of paragraph (c) of this section? A 
Person’s location is determined under 
state law, including Revised Article 9 
(incorporated by reference, see § 357.2), 
as it may be amended from time to 
time. 

(e) What law governs if the jurisdiction 
in table (b) of this section did not adopt 
Revised Article 8 or Revised Article 8 as 
amended by Revised Article 9 (both incor-
porated by reference, see § 357.2)? The law 
for the matters specified in paragraph 

(a) of this section shall be the law of 
that State as though the State adopted 
Revised Article 8. 

(f) What other rules apply? For pur-
poses of the matters specified in para-
graph (a) of this section, the Federal 
Reserve Bank maintaining the Securi-
ties Account is a clearing corporation 
and the Participant’s interest in a 
Book-entry Security is a Security En-
titlement. 

§ 357.12 A Participant’s Security Enti-
tlement. 

(a) How is a Participant’s Security En-
titlement created? A Federal Reserve 
Bank indicates by book entry that a 
Book-entry Security has been credited 
to a Participant’s Securities Account. 

(b) What else do I need to know about 
a Participant’s Security Entitlement? See 
the following table: 

If a security interest in a security entitlement of a participant . . . Then . . . 

(1) Meets all of the following criteria: 
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If a security interest in a security entitlement of a participant . . . Then . . . 

(i) is in favor of the United States 
(ii) is marked on the books of a Federal Reserve Bank ..................................................
(iii) is to secure deposits of public money (including without limitation deposits to the 

Treasury tax and loan accounts, or other security interested required by Federal 
statute, regulation, or agreement).

it is created; it is perfected; 
and it has priority over any 
other interest in the securi-
ties. 

(c) What is the effect of the marking of 
a security interest in favor of the United 
States in a Security Entitlement of a Par-
ticipant on the books of a Federal Reserve 
Bank? Where a security interest in 
favor of the United States in a Secu-
rity Entitlement of a Participant is 
marked on the books of a Federal Re-
serve Bank, such Reserve Bank may 
rely, and is protected in relying, exclu-
sively on the order of an authorized 
Representative of the United States di-
recting the transfer of the Security. 

(d) Who is an authorized Representative 
of the United States, for purposes of para-
graph (c) in this section? The official 
designated in the applicable regula-
tions or in an agreement to which a 
Federal Reserve Bank is a party, gov-
erning the security interest. 

(e)(1) Must the United States and the 
Federal Reserve Banks agree to act on be-
half of any Person or to recognize the in-
terest of any transferee of a security inter-
est or other limited interest in favor of 
any Person? No, they need not agree to 
act or recognize any party’s interest, 
except: 

(i) To the extent of any specific re-
quirement of Federal law or regulation, 
or 

(ii) To the extent set forth in any 
specific agreement with the Federal 
Reserve Bank on whose books the in-
terest of the Participant is recorded. 

(2) May a security interest be created 
and perfected by a Federal Reserve Bank 
marking its books? Yes, a security inter-
est in a Security Entitlement that is in 
favor of a Federal Reserve Bank or a 
Person may be created and perfected 
by a Federal Reserve Bank marking its 
books to record the security interest to 
the extent required by law, regulation, 
or an agreement with a Federal Re-
serve Bank or the Federal Reserve 
Bank Operating Circular. 

(3) Does this security interest have pri-
ority over other interests? A security in-
terest in a Security Entitlement 
marked on the books of a Federal Re-

serve Bank has priority over any other 
interest in the securities, except a se-
curity in favor of the United States, as 
provided in table (b) of this section. 

(4) In addition to the method provided 
in paragraph (e)(2) of this section, may a 
security interest, including a security in-
terest in favor of a Federal Reserve Bank, 
be perfected in another way? Yes, a secu-
rity interest may be perfected by any 
method under applicable law as de-
scribed in § 357.10(b) or § 357.11. 

(i) The applicable law governs the 
perfection, effect of perfection or non- 
perfection and priority of a security in-
terest. 

(ii) A security interest in favor of a 
Federal Reserve Bank shall be treated 
as a security interest in favor of a 
clearing corporation in all respects 
under that law. 

(iii) A Federal Reserve Bank Oper-
ating Circular shall be treated as a rule 
adopted by a clearing corporation for 
these purposes. 

§ 357.13 Obligations of the United 
States and the Federal Reserve 
Banks with respect to Book-entry 
Securities and security interests. 

(a) Who is entitled to deal with an in-
terest in a Book-entry Security that has 
been credited to a Participant’s Security 
Account? Except in the case of a secu-
rity interest in favor of the United 
States or a Federal Reserve Bank or 
otherwise as provided in § 357.12 (e), for 
the purposes of this subpart B, the 
United States and the Federal Reserve 
Banks treat the Participant as exclu-
sively entitled to perform the following 
functions, even if the Treasury or a 
Federal Reserve Bank has any informa-
tion or notice to the contrary: 

(1) Issue a Transfer Message, 
(2) Receive interest and other pay-

ments with respect thereof, and 
(3) Exercise all the rights and powers 

with respect to the Security, 
(b) Are the Federal Reserve Banks and 

Treasury liable for Adverse Claims? The 
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Federal Reserve Banks and Treasury 
are not liable to a Person asserting or 
having an Adverse Claim to a Security 
Entitlement or to a Book-entry Secu-
rity in a Participant’s Securities Ac-
count. This includes any such claim 
arising as a result of the transfer or 
disposition of a Book-entry Security by 
a Federal Reserve Bank, pursuant to a 
Transfer Message that the Federal Re-
serve Bank reasonably believes to be 
genuine. 

(c) When is the obligation of the United 
States to pay interest and principal with 
respect to Book-entry Securities dis-
charged? The obligation is discharged 
once payment is made as follows: 

(1) A Federal Reserve Bank credits 
the appropriate amount of interest on 
Book-entry Securities to a Funds Ac-
count maintained at the Bank, or pays 
it as directed by the Participant. 

(2) Book-entry Securities are re-
deemed according to their terms, a 
Federal Reserve Bank withdraws the 
securities from the Participant’s Secu-
rities Account in which they are main-
tained, and either: 

(i) Credits the amount of the Re-
demption proceeds, including both 
principal and interest, where applica-
ble, to a Funds Account at the Bank, or 

(ii) Pays such principal and interest 
as directed by the Participant. 

(d) What does a Participant need to do 
in connection with the Redemption of a 
Book-entry Security? No action by the 
Participant is required. 

§ 357.14 What authority does a Federal 
Reserve Bank have? 

(a) Each Federal Reserve Bank has 
the authority as fiscal agent of the 
United States to: 

(1) Perform functions with respect to 
the issuance of Book-entry Securities 
offered and sold by the Department to 
which this subpart applies, in accord-
ance with the terms of the applicable 
offering circular and with procedures 
established by the Department; 

(2) Service and maintain Book-entry 
Securities in accounts established for 
such purposes; 

(3) Make payments of principal and 
interest, as directed by the Depart-
ment; 

(4) Effect transfer of Book-entry Se-
curities between Participants’ Securi-

ties Accounts as directed by the Par-
ticipants; and 

(5) Perform such other duties as fis-
cal agent that the Department may re-
quest. 

(b) Each Federal Reserve Bank may 
issue Operating Circulars that are con-
sistent with this part, governing the 
details of its handling of Book-entry 
Securities, Security Entitlements, and 
the operation of the book-entry system 
under this part. 

§ 357.15 How can a debtor’s interest in 
a Security Entitlement be reached 
by creditors? 

(a) The interest of a debtor may be 
reached by creditors only by legal proc-
ess upon the Securities Intermediary 
with whom the debtor’s securities ac-
count is maintained. Exception: If a 
Security Entitlement is maintained in 
the name of a secured party, the debt-
or’s interest may be reached by legal 
process upon the secured party. 

(b) These regulations do not state 
whether a Federal Reserve Bank is re-
quired to honor an order or other no-
tice of attachment in any particular 
case or class of cases. 

Subpart C—Legacy Treasury Di-
rect Book-Entry Securities Sys-
tem (Legacy Treasury Direct) 

§ 357.20 Securities account in Legacy 
Treasury Direct ®. 

(a) Account. A securities account con-
sists of: 

(1) An account master record, and 
(2) A securities portfolio. 
(b) Security. A security in Legacy 

Treasury Direct is evidenced by the ac-
count master record and a description 
of the security as set out in the securi-
ties portfolio associated with an ac-
count master record. 

(c) Account master record. In order for 
a security to be maintained in Legacy 
Treasury Direct, the account owner 
must have previously established an 
account master record, except that a 
new account may be established for the 
conversion of a definitive security pur-
suant to 31 CFR 306.23. The account 
master record includes, but is not lim-
ited to, the following data: 

(1) The exact form of registration in 
which the securities are held; 
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