Fiscal Service, Treasury

received via the mail or at a dropbox,
or that is delivered in person in cir-
cumstances in which the agency can-
not contemporaneously image and re-
turn the check. The notice and author-
ization requirements of ACH Rules 2.1.4
and 3.6.1 shall be met for an ARC entry
only if an agency has provided the Re-
ceiver with the disclosure set forth at
appendix C to this part.

(2) Conversion of business checks. An
agency may originate an ACH debit
using a business check that is received
via the mail or at a dropbox, or that is
delivered in person in circumstances in
which the agency cannot contempora-
neously image and return the check.
The agency shall use the CCD SEC code
for such entries, which shall be deemed
to meet the requirements of ACH Rule
2.1.2 if the agency has provided the dis-
closure set forth at appendix C to this
part. For purposes of ACH Rules 3.10
and 4.1.1, authorization shall

(i) Returned item service fee. An agen-
cy may originate an ACH debit entry
to collect a one-time service fee in con-
nection with an ACH debit entry origi-
nated pursuant to paragraph (g) or (h)
of this section that is returned due to
insufficient funds. An entry originated
pursuant to this paragraph shall meet
the requirements of ACH Rules 2.1.2
and 3.4 if the agency has complied with
the disclosure requirements of para-
graph (g) or (h), as appropriate. For
purposes of ACH Rule 3.10 and 4.1.1, au-
thorization shall consist of a copy of
the notice provided under paragraph (g)
or (h), as applicable, and a copy of the
Receiver’s source document.

[64 FR 17487, Apr. 9, 1999, as amended at 67
FR 17903, Apr. 11, 2002; 69 FR 13189, Mar. 19,
2004]

§210.7 Federal Reserve Banks.

(a) Fiscal Agents. Each Federal Re-
serve Bank serves as Fiscal Agent of
the Treasury in carrying out its duties
as the Federal Government’s ACH Op-
erator under this part. As Fiscal Agent,
each Federal Reserve Bank shall be re-
sponsible only to the Treasury and not
to any other party for any loss result-
ing from the Federal Reserve Bank’s
action, notwithstanding Section 11.5
and Article 8 of the ACH Rules. Each
Federal Reserve Bank may issue oper-
ating circulars not inconsistent with
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this part which shall be binding on fi-
nancial institutions.

(b) Routing numbers. All routing num-
bers issued by a Federal Reserve Bank
to an agency require the prior approval
of the Service.

§210.8 Financial institutions.

(a) Status as a Treasury depositary.
The origination or receipt of an entry
subject to this part does not render a
financial institution a Treasury deposi-
tary. A financial institution shall not
advertise itself as a Treasury deposi-
tary on such basis.

(b) Liability. Notwithstanding ACH
Rules 2.2.3, 2.4.5, 2.5.2, 4.2, and 7.7.2, if
the Federal Government sustains a loss
as a result of a financial institution’s
failure to handle an entry in accord-
ance with this part, the financial insti-
tution shall be liable to the Federal
Government for the loss, up to the
amount of the entry, except as other-
wise provided in this section. A finan-
cial institution shall not be liable to
any third party for any loss or damage
resulting directly or indirectly from an
agency’s error or omission in origi-
nating an entry. Nothing in this sec-
tion shall affect any obligation or li-
ability of a financial institution under
Regulation E, 12 CFR part 205, or the
Electronic Funds Transfer Act, 12
U.S.C. 1693 et seq.

(1) An ODFI that transmits a debit
entry to an agency without the prior
written or similarly authenticated au-
thorization of the agency, shall be lia-
ble to the Federal Government for the
amount of the transaction, plus inter-
est. The Service may collect such funds
using procedures established in the ap-
plicable ACH Rules or by instructing a
Federal Reserve Bank to debit the
ODFI’s account at the Federal Reserve
Bank or the account of its designated
correspondent. The interest charge
shall be at a rate equal to the Federal
funds rate plus two percent, and shall
be assessed for each calendar day, from
the day the Treasury General Account
(TGA) was debited to the day the TGA
is recredited with the full amount due.

(2) An RDFI that accepts an author-
ization in violation of §210.4(a) shall be
liable to the Federal Government for
all credits or debits made in reliance
on the authorization. An RDFI that



§210.9

transmits to an agency an authoriza-
tion containing an incorrect account
number shall be liable to the Federal
Government for any resulting loss, up
to the amount of the payment(s) made
on the basis of the incorrect number. If
an agency determines, after appro-
priate investigation, that a loss has oc-
curred because an RDFI transmitted an
authorization or notification of change
containing an incorrect account num-
ber, the agency may instruct the Serv-
ice to direct a Federal Reserve Bank to
debit the RDFI's account for the
amount of the payment(s) made on the
basis of the incorrect number. The
agency shall notify the RDFI of the re-
sults of its investigation and provide

the RDFI with a reasonable oppor-
tunity to respond before initiating
such a debit.

(c) Acquittance of the financial institu-
tion. The final crediting of the correct
amount of an entry received and proc-
essed by the Federal Reserve Bank and
posted to the TGA shall constitute full
acquittance of the ODFI and the origi-
nator for the amount of the entry. Full
acquittance shall not occur if the en-
tries do not balance, are incomplete,
are incorrect, or are incapable of being
processed. In the case of funds col-
lected by an agency through origina-
tion of a debit entry, full acquittance
shall not occur until the underlying
payment becomes final.

(d) Notice of misdirected payment. If an
RDFI becomes aware that an agency
has originated an ACH credit entry to
an account that is not owned by the
payee whose name appears in the ACH
payment information, the RDFI shall
promptly notify the agency. An RDFI
that originates a Notification of
Change (NOC) entry with the correct
account and/or Routing and Transit
Number information, or returns the
original ACH credit entry to the agen-
cy with an appropriate return reason
code, shall be deemed to have satisfied
this requirement.

[64 FR 17487, Apr. 9, 1999, as amended at 69
FR 13189, Mar. 19, 2004]
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Subpart B—Reclamation of Benefit
Payments

§210.9 Parties to the reclamation.

(a) Agreement of RDFI. An RDFI’s ac-
ceptance of a benefit payment pursuant
to this part shall constitute its agree-
ment to this subpart. By accepting a
benefit payment subject to this part,
the RDFI authorizes the debiting of the
Federal Reserve Bank account utilized
by the RDFI in accordance with the
provisions of §210.10(e).

(b) The Federal Government. In proc-
essing reclamations pursuant to this
subpart, the Service shall act pursuant
to the direction of the agency that cer-
tified the benefit payment(s) being re-
claimed.

§210.10 RDFTI liability.

(a) Full liability. An RDFI shall be lia-
ble to the Federal Government for the
total amount of all benefit payments
received after the death or legal inca-
pacity of a recipient or the death of a
beneficiary unless the RDFI has the
right to limit its liability under §210.11
of this part. An RDFI shall return any
benefit payments received after the
RDFI becomes aware of the death or
legal incapacity of a recipient or the
death of a beneficiary, regardless of the
manner in which the RDFI discovers
such information. If the RDFI learns of
the death or legal incapacity of a re-
cipient or death of a beneficiary from a
source other than notice from the
agency issuing payments to the recipi-
ent, the RDFI shall immediately notify
the agency of the death or incapacity.
The proper use of the R15 or R14 return
reason code shall be deemed to con-
stitute such notice.

(b) Notice of reclamation. Upon receipt
of a notice of reclamation, an RDFI
shall provide the information required
by the notice of reclamation and re-
turn the amount specified in the notice
of reclamation in a timely manner.

(c) Exception to liability rule. An RDFI
shall not be liable for post-death ben-
efit payments sent to a recipient act-
ing as a representative payee or fidu-
ciary on behalf of a beneficiary, if the
beneficiary was deceased at the time
the authorization was executed and the



