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Federal Reserve System § 210.5

(c) Checks received at par. The Reserve
Banks shall receive cash items and
other checks at par.

[Reg. J, 62 FR 48171, Sept. 15, 1997]

EFFECTIVE DATE NOTE: At 62 FR 48171,
Sept. 15, 1997, § 210.4 was revised, effective
Jan. 2, 1998. For the convenience of the user,
the superseded text follows:

§ 210.4 Sending items to Reserve Banks.
(a) A sender may send any item to the Re-

serve Bank with which it maintains or uses
an account, but that Reserve Bank may per-
mit or require the sender to send direct to
another Reserve Bank an item payable with-
in the other Reserve Bank’s District.

(b) With respect to an item sent direct, the
relationships and the rights and liabilities
between the sender, the Reserve Bank of its
District, and the Reserve Bank to which the
item is sent are the same as if the sender had
sent the item to the Reserve Bank of its Dis-
trict and that Reserve Bank had sent the
item to the other Reserve Bank.

(c) The Reserve Banks shall receive cash
items and other checks at par.

§ 210.5 Sender’s agreement; recovery
by Reserve Bank.

(a) Sender’s agreement. The warran-
ties, authorizations, and agreements
made pursuant to this paragraph may
not be disclaimed and are made wheth-
er or not the item bears an
indorsement of the sender. By sending
an item to a Reserve Bank, the sender:

(1) Authorizes the sender’s Adminis-
trative Reserve Bank and any other
Reserve Bank or collecting bank to
which the item is sent to handle the
item (and authorizes any Reserve Bank
that handles settlement for the item to
make accounting entries), subject to
this subpart and to the Reserve Banks’
operating circulars, and warrants its
authority to give this authorization;

(2) Warrants to each Reserve Bank
handling the item that:

(i) The sender is a person entitled to
enforce the item or authorized to ob-
tain payment of the item on behalf of
a person entitled to enforce the item;
and

(ii) The item has not been altered;
but this paragraph (a)(2) does not limit
any warranty by a sender or other
prior party arising under state law or
under subpart C of part 229 of this title;
and

(3) Agrees to indemnify each Reserve
Bank for any loss of expense sustained

(including attorneys’ fees and expenses
of litigation) resulting from (i) the
sender’s lack of authority to make the
warranty in paragraph (a)(1) of this
section; (ii) any action taken by the
Reserve Bank within the scope of its
authority in handling the item; or (iii)
any warranty made by the Reserve
Bank under § 210.6(b) of this subpart.

(b) Recovery by Reserve Bank. If an ac-
tion or proceeding is brought against
(or if defense is tendered to) a Reserve
Bank that has handled an item, based
on:

(1) The alleged failure of the sender
to have the authority to make the war-
ranty and agreement in paragraph
(a)(1) of this section;

(2) Any action by the Reserve Bank
within the scope of its authority in
handling the item; or

(3) Any warranty made by the Re-
serve Bank under § 210.6(b) of this sub-
part, the Reserve Bank may, upon
entry of a final judgment or decree, re-
cover from the sender the amount of
attorneys’ fees and other expenses of
litigation incurred, as well as any
amount the Reserve Bank is required
to pay because of the judgment or de-
cree or the tender of defense, together
with interest thereon.

(c) Methods of recovery. (1) The Re-
serve Bank may recover the amount
stated in paragraph (b) of this section
by charging any account on its books
that is maintained or used by the send-
er (or by charging a Reserve Bank
sender), if—

(i) The Reserve Bank made season-
able written demand on the sender to
assume defense of the action or pro-
ceeding; and

(ii) The sender has not made any
other arrangement for payment that is
acceptable to the Reserve Bank.

(2) The Reserve Bank is not respon-
sible for defending the action or pro-
ceeding before using this method of re-
covery. A Reserve Bank that has been
charged under this paragraph (c) may
recover from its sender in the manner
and under the circumstances set forth
in this paragraph (c). A Reserve Bank’s
failure to avail itself of the remedy
provided in this paragraph (c) does not
prejudice its enforcement in any other
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manner of the indemnity agreement re-
ferred to in paragraph (a)(3) of this sec-
tion.

(d) Security interest. When a sender
sends an item to a Reserve Bank, the
sender and any prior collecting bank
grant to the sender’s Administrative
Reserve Bank a security interest in all
of their respective assets in the posses-
sion of, or held for the account of, any
Reserve Bank to secure their respec-
tive obligations due or to become due
to the Administrative Reserve Bank
under this subpart or subpart C of part
229 of this chapter (Regulation CC).
The security interest attaches when a
warranty is breached or any other obli-
gation to the Reserve Bank is incurred.
If the Reserve Bank, in its sole discre-
tion, deems itself insecure and gives
notice thereof to the sender or prior
collecting bank, or if the sender or
prior collecting bank suspends pay-
ments or is closed, the Reserve Bank
may take any action authorized by law
to recover the amount of an obligation,
including, but not limited to, the exer-
cise of rights of set off, the realization
on any available collateral, and any
other rights it may have as a creditor
under applicable law.

[45 FR 68634, Oct. 16, 1980, as amended at 51
FR 21745, June 16, 1986; Reg. J, 59 FR 22965,
May 4, 1994; 62 FR 48171, Sept. 15, 1997]

EFFECTIVE DATE NOTE: At 62 FR 48171,
Sept. 15, 1997 in § 210.5, paragraphs (a)(1) and
(c) and the first sentence of paragraph (d)
were revised, effective Jan. 2, 1998. For the
convenience of the user, the superseded text
follows:

§ 210.5 Sender’s agreement; recovery by Re-
serve Bank.

(a) * * *
(1) Authorizes the receiving Reserve Bank

(and any other Reserve Bank or collecting
bank to which the item is sent) to handle the
item subject to this subpart and to the Re-
serve Banks’ operating circulars, and war-
rants its authority to give this authoriza-
tion;

* * * * *

(c) Methods of recovery. The Reserve Bank
may recover the amount stated in paragraph
(b) of this section by charging any account
on its books that is maintained or used by
the sender (or if the sender is another Re-
serve Bank, by entering a charge against the
other Reserve Bank through the Interdis-
trict Settlement Fund), if:

(1) The Reserve Bank made seasonable
written demand on the sender to assume de-
fense of the action or proceeding; and

(2) The sender has not made any other ar-
rangement for payment that is acceptable to
the Reserve Bank.

The Reserve Bank is not responsible for de-
fending the action or proceeding before using
this method of recovery. A Reserve Bank
that has been charged through the Interdis-
trict Settlement Fund may recover from its
sender in the manner and under the cir-
cumstances set forth in this paragraph. A
Reserve Bank’s failure to avail itself of the
remedy provided in this paragraph does not
prejudice its enforcement in any other man-
ner of the indemnity agreement referred to
in paragraph (a)(3) of this section.

(d) Security interest. To secure any obliga-
tion due or to become due to a Reserve Bank
by a sender or prior collecting bank under
this subpart or subpart C of part 229 of this
title, the sender and prior collecting bank,
by sending an item directly or indirectly to
the Reserve Bank, grant to the Reserve Bank
a security interest in all of the sender’s or
prior collecting bank’s assets in the posses-
sion of, or held for the account of, the Re-
serve Bank. * * *

§ 210.6 Status, warranties, and liability
of Reserve Bank.

(a)(1) Status and liability. A Reserve
Bank that handles an item shall act as
agent or subagent of the owner with re-
spect to the item. This agency termi-
nates when a Reserve Bank receives
final payment for the item in actually
and finally collected funds, a Reserve
Bank makes the proceeds available for
use by the sender, and the time for
commencing all actions against the
Reserve Bank has expired. A Reserve
Bank shall not have or assume any li-
ability with respect to an item or its
proceeds except—

(i) For the Reserve Bank’s own lack
of good faith or failure to exercise ordi-
nary care;

(ii) As provided in paragraph (b) of
this section; and

(iii) As provided in subpart C of part
229 of this chapter (Regulation CC).

(2) Reliance on routing designation ap-
pearing on item. A Reserve Bank may
present or send an item based on the
routing number or other designation of
a paying bank or nonbank payor ap-
pearing in any form on the item when
the Reserve Bank receives it. A Re-
serve Bank shall not be responsible for
any delay resulting from its acting on
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