§342.4

last increased,! whichever occurs later,
is determined using the applicable
guaranteed minimum investment
yield. This value is then used as the
base upon which interest accrues dur-
ing the extended maturity period at
the guaranteed minimum investment
yield in effect for savings bonds at the
beginning of that period. The resulting
semiannual values are then compared
with the corresponding values deter-
mined by using the applicable market-
based variable investment yields.

(2) Market-based variable investment
yield an resulting values during and ex-
tended maturity period. The market-
based variable investment yield from
the first semiannual interest accrual
date occurring on or after November 1,
1982 to each semiannual interest ac-
crual date occurring on or after No-
vember 1, 1987, is determined as speci-
fied in paragraph (c) of this section.
The value of a note on its first semi-
annual interest accrual date occurring
on or after November 1, 1982 is used as
the base upon which interest accrues
during an extended maturity period at
the applicable market-based variable
investment yield. If redeemed, the note
will receive the higher of the two val-
ues produced by using the applicable
guaranteed minimum investment yield
and the applicable market-based vari-
able investment yield.

(e) Market-based wvariable investment
yields and tables of redemption values.
The market-based variable investment
yields for notes redeemed during each
6-month period, beginning on May 1
and November 1 of each year, are made
available prior to each of those dates
by the Bureau of the Public Debt, Par-
kersburg, West Virginia 26106-1328, ac-
companied by tables of the redemption
values of notes for the following 6
months, based on either the applicable
market-based  variable investment
yields or guaranteed minimum invest-
ment yields.

[67 FR 14282, Apr. 17, 1992, as amended at 58
FR 60937, 60938, Nov. 18, 1993]

1The 11-year bonus was the last increase in
the guaranteed minimum investment yield
(see paragraph (b)(2)). Savings notes which
were eligible to receive this bonus received it
on the first semiannual interest accrual date
which occurred on or after January 1, 1991.
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§342.4 Purchase—registration.

(a) Purchase. Savings notes, in com-
bination with Series E bonds, could be
purchased from any authorized issuing
agent, a Federal Reserve Bank or
Branch, or the Bureau of the Public
Debt. Payment for the notes could be
made in the same manner as payment
for Series E savings bonds. Issuing
agents delivered the notes at the time
of purchase, or by mail at the risk and
expense of the United States, but only
within the United States, its terri-
tories and possessions and the Com-
monwealth of Puerto Rico. No mail de-
liveries elsewhere were made.

(b) Registration. The following restric-
tions applied to original issues of sav-
ings notes:

(1) They were limited to registration
in the name of a natural person
(whether adult or minor), alone, or
with another natural person as co-
owner or beneficiary, and

(2) They had to be identical in reg-
istration to the Series E bond pur-
chased in combination therewith.

§342.5 Limitations.

(a) Purchases—(1) Payroll savings
plans. Under a payroll savings plan,
withholdings for notes could not exceed
the ratio of $1.08 for the notes to $1 for
the Series E bonds and could not ex-
ceed $20.25 per weekly pay period, or
$40.50 per biweekly or semi-monthly
pay period, or $81 per monthly pay pe-
riod.

(2) Others. In combination purchases
of notes and Series E bonds, other than
under a payroll savings plan, purchases
of notes could not exceed $350 (face
amount) a quarter, and in no event
could the annual limitation of $1,350
(face amount) be exceeded.

(b) Holdings. The face amount of sav-
ings notes originally issued to any one
person during any one calendar year,
was limited to $1,350.

§342.6 Taxation.

(a) General. For the purpose of deter-
mining taxes and tax exemptions, the
increment in value represented by the
difference between the purchase price
and the redemption value received for
a savings note is considered interest.
The interest is subject to all taxes im-
posed under the Internal Revenue Code
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of 1986, as amended. The notes are sub-
ject to estate, inheritance, gift, or
other excise taxes, whether Federal or
State, but are exempt from all other
taxation now or hereafter imposed on
the principal or interest thereof by any
State, or any of the possessions of the
United States, or by any local taxing
authority.

(b) Federal income taxr on notes. An
owner of savings notes who is a cash-
basis taxpayer may use either of two
methods for reporting the increase in
the redemption value of the notes for
Federal income tax purposes, as fol-
lows:

(1) Defer reporting of the increase to
the year of final maturity, actual re-
demption, or other disposition, which-
ever is earlier; or

(2) Elect to report the increase for
the year in which it accrues, in which
case the election applies to all savings
notes then owned and those subse-
quently acquired, as well as to any
other similar obligations purchased on
a discount basis.

If the method in paragraph (b)(1) of
this section is used, the taxpayer may
change to the method in paragraph
(b)(2) of this section without obtaining
permission from the Internal Revenue
Service. However, once the election to
use the method in paragraph (b)(2) of
this section is made, the taxpayer may
not change the method of reporting
without permission from the Internal
Revenue Service. For further informa-
tion on Federal income taxes, the Serv-
ice Center Director or District Direc-
tor, Internal Revenue Service, of the
taxpayer’s district should be contacted.

§342.7 Payment or redemption.

(a) General. A savings note is redeem-
able any time one year or more after

§342.9

the issue date upon its presentation
and surrender, with a duly executed re-
quest for payment, to any Federal Re-
serve Bank or Branch referred to in
342.9, the Bureau of the Public Debt, or
to any financial institution designated
as a paying agent of savings bonds.

(b) Judgment creditors. Payment of a
savings note to the purchaser at a sale
under a levy, or to the officer author-
ized to levy upon the property of the
owner under appropriate process to sat-
isfy a money judgment, could not be
made until one year after the issue
date of the note.

[67 FR 14282, Apr. 17, 1992, as amended at 59
FR 10540, Mar. 4, 1994]

§342.8 Governing regulations.

Savings notes are subject to the reg-
ulations of the Department of the
Treasury, now or hereafter prescribed,
governing United States Savings
Bonds, contained in 31 CFR part 315,
also published as Department of the
Treasury Circular No. 530, current revi-
sion, except as otherwise specifically
provided herein.

§342.9 Fiscal agents.

(a) Federal Reserve Banks and
Branches referred to below, as fiscal
agents of the United States, are au-
thorized to perform such services as
may be requested of them by the Sec-
retary of the Treasury, or his or her
delegate, in connection with the issue,
redemption and payment of savings
notes.

(b)(1) The following Federal Reserve
Offices have been designated to provide
savings bond services:

Reserve districts

Servicing office served

Geographic area served

Federal Reserve Bank, Buffalo | New York, Boston
Branch, P.O. Box 961, Buffalo, NY
14240.

Cleveland, Phila-
delphia.

Federal Reserve Bank, Pittsburgh
Branch, P.O. Box 867, Pittsburgh,
PA 15230.

Federal Reserve Bank of Richmond,
P.O. Box 27622, Richmond, VA
23261.

Federal Reserve Bank of Min-
neapolis, 250 Marquette Avenue,
Minneapolis, MN 55480.

Richmond, Atlanta

Minneapolis, Chi-
cago.

CT, MA, ME, NH, NJ (northern half), NY (City & State), RI, VT,
Puerto Rico and Virgin Islands.

DE, KY (eastern half), NJ (southern half), OH, PA, WV (northern
panhandle).

AL, DC, FL, LA (southern half), MD, MS (southern half), NC, SC,
TN (eastern half), VA, WV (except northern panhandle).

IA, IL (northern half), IN (northern half), MN, MT, ND, SD, WI.
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