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amount of its payment. Treasury may
refund the amount either by applying
the amount to another reclamation
debt owed by the reclamation debtor in
accordance with this Part or other ap-
plicable law, or by returning the
amount to the reclamation debtor.

§240.11 Treasury Check Offset.

(a) If Treasury is unable to effect col-
lection pursuant to §§240.8, 240.9, or
240.10, of this part, Treasury will col-
lect the amount of the reclamation
debt through Treasury Check Offset.
Treasury Check Offset occurs when, at
the direction of the Treasury, a Fed-
eral Reserve Bank withholds, that is,
offsets, credit from a presenting bank.
The amount of credit offset is applied
to the reclamation debt owed by the
presenting bank. By presenting Treas-
ury checks for payment, the presenting
bank is deemed to authorize Treasury
Check Offset.

(b) If Treasury effects offset under
this section and it is later determined
that the presenting bank paid the rec-
lamation debt in full, or that a pre-
senting bank was not liable for the
amount of the reclamation debt, Treas-
ury will promptly refund to the pre-
senting bank the amount of its over-
payment. Treasury may refund the
amount either by applying the amount
to another reclamation debt in accord-
ance with this part or other applicable
law, or by returning the amount to the
presenting bank.

(c) Treasury Check Offset is used for
the purpose of collecting debt owed by
a presenting bank to the Federal Gov-
ernment. As a consequence, presenting
banks shall not be able to use the fact
that Treasury checks have not been
paid as the basis for a claim against
Treasury, a Federal Reserve Bank, or
other persons or entities, including
payees or other indorsers of checks, for
the amount of the credit offset pursu-
ant to 31 U.S.C. 3712(e) and this section.

(d) This section does not apply to a
claim based upon a reclamation that
has been outstanding for more than 10
years from the date of delinquency.

§240.12 Processing of checks.

(a) Federal Reserve Banks. (1) Fed-
eral Reserve Banks must cash checks
for Government disbursing officials
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when such checks are drawn by the dis-
bursing officials to their own order, ex-
cept that payment of such checks must
be refused if:

(i) A check bears a material defect or
alteration;

(ii) A check was issued more than one
year prior to the date of presentment;
or

(iii) The Federal Reserve Bank has
been notified by Treasury, in accord-
ance with §240.15(c), that a check was
issued to a deceased payee.

(2) Federal Reserve Banks are not re-
quired to cash checks presented di-
rectly to them by the general public.

(3) As a depositary of public funds,
each Federal Reserve Bank shall:

(i) Receive checks from its member
banks, nonmember clearing banks, or
other depositors, when indorsed by
such banks or depositors who guar-
antee all prior indorsements thereon;

(ii) Give immediate provisional cred-
it therefore in accordance with their
current Time Schedules and charge the
amount of the checks cashed or other-
wise received to the General Account
of the United States Treasury, subject
to first examination and payment by
Treasury;

(iii) Forward payment records and re-
quested checks to Treasury; and

(iv) Release the original checks and
substitute checks to a designated Re-
gional Records Services Facility upon
notification from Treasury.

(4) If a check is to be declined under
§240.6, Treasury will provide the Fed-
eral Reserve Bank with notice of dec-
lination upon the completion of first
examination. Federal Reserve Banks
must give immediate credit therefor to
Treasury’s General Account, thereby
reversing the previous charge to the
General Account for such check.

(5) Treasury authorizes each Federal
Reserve Bank to release a copy of the
check to the presenting bank when
payment is declined.

(b) Treasury General Account (TGA)
designated depositaries outside the United
States. (1) Financial institutions out-
side the United States designated by
Treasury as depositaries of public
money in accordance with 31 U.S.C.
3303 and permitted to charge checks to
the General Account of the United
States Treasury in accordance with
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Treasury implementing instructions
shall be governed by the operating in-
structions contained in the letter of
authorization to them from Treasury
and are, as presenting banks, subject to
the provisions of §§240.4, 240.8, and
240.9.

(2) If a check is to be declined under
§240.6, Treasury will provide the pre-
senting bank with notice of declination
upon the completion of first examina-
tion and will provide the presenting
bank with a copy or image of the
check. Such presenting bank must give
immediate credit therefore to the Gen-
eral Account of the United States
Treasury, thereby reversing the pre-
vious charge to the Account for such
check. Treasury authorizes the des-
ignated Federal Reserve Bank to re-
turn to such presenting bank the origi-
nal check when payment is declined in
accordance with §240.5(a) or §240.15(c).

(3) To ensure complete recovery of
the amount due, reclamation refunds
require payment in United States dol-
lars with checks drawn on or payable
through United States financial insti-
tutions located in the United States.
Reclamation refunds initiated by fi-
nancial institutions outside of the
United States must be sent through
their headquarters or U.S. cor-
respondent financial institution only.
The payments should be accompanied
by documentation identifying the
check that was the subject of the rec-
lamation (such as a copy of the rec-
lamation notice or the current month-
ly statement). Reclamation refunds
shall not be deposited to Treasury’s
General Account.

(4) Additional information relating to
designated depositaries outside the
United States may be found in Volume
VI, Chapter 2000, of the Treasury Fi-
nancial Manual, which can be found at
hitp://www.fms.treas.gov.

INDORSEMENT OF CHECKS

§240.13 Indorsement by payees.

(a) General requirements. Checks shall
be indorsed by the named payee or by
another on behalf of such named payee
as set forth in this part.

(b) Acceptable indorsements.
check is properly indorsed when:
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(i) The check is indorsed by the payee
in a form recognized by general prin-
ciples of law and commercial usage for
negotiation, transfer or collection of
negotiable instruments.

(ii) The check is indorsed by another
on behalf of the named payee, and suf-
ficiently indicates that the indorser
has indorsed the check on behalf of the
payee pursuant to authority expressly
conferred by or under law or other reg-
ulation. An example would be: ‘“John
Jones by Mary Jones.” This example
states the minimum indication accept-
able. However, §§240.14, 240.15, and
240.17(f) specify the addition of an indi-
cation in specified situations of the ac-
tual capacity in which the person other
than the named payee is indorsing.

(iii) Absent a signature, the check is
indorsed ‘‘for collection’ or ‘‘for de-
posit only to the credit of the within
named payee or payees.” The pre-
senting bank shall be deemed to guar-
antee good title to checks without sig-
natures to all subsequent indorsers and
to Treasury.

(iv) The check is indorsed by a finan-
cial institution under the payee’s au-
thorization.

(2) Indorsement of checks by a duly au-
thorized fiduciary or representative. The
individual or institution accepting a
check from a person other than the
named payee is responsible for deter-
mining whether such person is author-
ized and has the capacity to indorse
and negotiate the check. Evidence of
the basis for such a determination may
be required by Treasury in the event of
a dispute.

(3) Indorsement of checks by a financial
institution under the payee’s authoriza-
tion. When a check is credited by a fi-
nancial institution to the payee’s ac-
count under the payee’s authorization,
the financial institution may use an
indorsement substantially as follows:
“Credit to the account of the within-
named payee in accordance with the
payee’s instructions. XYZ [Name of fi-
nancial institution].” A financial insti-
tution using this form of indorsement
will be deemed to guarantee to all sub-
sequent indorsers and to the Treasury
that it is acting as an attorney-in-fact
for the payee, under the payee’s au-
thorization, and that this authority is
currently in force and has neither



