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(b) Over-the-counter sales—(1) Eligible
issuing agents. Bonds may be purchased
through any issuing agent, except that
an organization serving as an issuing
agent because of its status as an em-
ployer or an organization operating an
employer’s payroll savings plan under
31 CFR 317.2(c) may sell bonds only
through payroll savings plans.

(2) Manner of sale. An application for
the purchase of a bond must be accom-
panied by a remittance to cover the
issue price. The purchase application
and remittance may be submitted to an
issuing agent by any means acceptable
to the issuing agent. An application
may authorize purchases on a recur-
ring basis. The issuing agent bears the
burden of collection and the risk of loss
for non-collection or return of the re-
mittance.

§ 359.7 Delivery of bonds.

Issuing agents are authorized to ar-
range for the delivery of Series I bonds.
Mail deliveries are made at the risk
and expense of the United States to the
address given by the purchaser, if it is
within the United States, its terri-
tories or possessions, or the Common-
wealth of Puerto Rico. No mail deliv-
eries elsewhere will be made, except to
residents of Mexico and Canada who
participate in payroll saving plans.
Bonds purchased by a citizen of the
United States residing abroad will be
delivered only to such address in the
United States as the purchaser directs.

§ 359.8 Payment or redemption.

(a) Incorporated banks, savings and
loan associations and other financial in-
stitutions—(1) Payment in general. A fi-
nancial institution qualified as a pay-
ing agent under the provisions of 31
CFR part 321, also published as Depart-
ment of the Treasury Circular No. 750,
will pay the current redemption value
of a Series I bond presented for pay-
ment by an individual whose name is
inscribed on the bond as owner or co-
owner, provided:

(i) The bond is in order for payment;
and

(ii) The presenter establishes his or
her identity to the satisfaction of the
agent, in accordance with Treasury in-
structions and identification guide-

lines, and signs and completes the re-
quest for payment.

(2) Payment to beneficiary or legal rep-
resentative. A paying agent may (but is
not required to) pay the current re-
demption value of a Series I bond upon
the request of a beneficiary, if he or
she survives the owner, or a legal rep-
resentative designated in the bond reg-
istration by name and capacity, or a
court-appointed representative of the
last-deceased registrant’s estate pro-
vided:

(i) The bond is in order for payment;
and

(ii) The presenter establishes his or
her identity to the satisfaction of the
agent in accordance with Treasury in-
structions and identification guide-
lines, and otherwise complies with evi-
dentiary requirements.

(b) Federal Reserve Banks and
Branches. A Federal Reserve Bank or
Branch referred to in § 359.14 will pay
the current redemption value of a Se-
ries I bond presented for payment, pro-
vided the bond is in order for payment
and the request for payment on the
bond is properly signed and certified in
accordance with Circular No. 2–98.

§ 359.9 Taxation.
(a) General. The increment in value,

represented by the difference between
the face (par amount) of a Series I bond
and the redemption value received for
it, is interest. This interest is subject
to all taxes imposed under the Internal
Revenue Code of 1986, as amended. The
bonds are subject to estate, inherit-
ance, gift, or other excise taxes, wheth-
er Federal or State, but are exempt
from all other taxation now or here-
after imposed on the principal or inter-
est by any State, any possession of the
United States or any local taxing au-
thority.

(b) Federal income tax on bonds. (1) An
owner of Series I bonds may use either
of the following two methods for re-
porting the increase in the redemption
value of the bond for Federal income
tax purposes:

(i) Cash basis. Defer reporting the in-
crease to the year of final maturity, re-
demption, or other disposition, which-
ever is earlier; or

(ii) Accrual basis. Elect to report the
increase each year as it accrues, in
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which case the election applies to all
Series I bonds then owned by the tax-
payer and those subsequently acquired
as well as to any other obligations pur-
chased on a discount basis, such as sav-
ings bonds of Series E or EE.

(2) If the method in paragraph
(b)(1)(i) of this section is used, the tax-
payer may change to the method in
paragraph (b)(1)(ii) of this section with-
out obtaining permission from the In-
ternal Revenue Service. However, once
the election to use the method in para-
graph (b)(1)(ii) of this section is made,
the taxpayer may change the method
of reporting only by following the spe-
cific procedure prescribed by the Inter-
nal Revenue Service. For further infor-
mation, the District Director of the
taxpayer’s district, or the Internal
Revenue Service, Washington, DC
20224, should be consulted.

(c) Reissue. A reissue that affects the
rights of any of the persons named on
a Series I bond may have a tax con-
sequence.

§ 359.10 Education savings bond pro-
gram.

A bond owner or coowner may be able
to exclude from income for Federal in-
come tax purposes all or part of the in-
terest received on the redemption of
qualified savings bonds during the
year, if that owner or coowner paid
qualified higher education expenses
during the same year and certain other
conditions are satisfied. This exclusion
is known as the Education Savings
Bond Program, and authoritative infor-
mation about the program can be found
in Internal Revenue Service Publica-
tion 17, ‘‘Your Federal Income Tax’’,
and Publication 550, ‘‘Investment In-
come and Expenses.’’

§ 359.11 Reservation as to book-entry
bonds.

The Commissioner of the Public
Debt, as designee of the Secretary of
the Treasury, reserves the right: To
convert at any time, in whole or in
part, any definitive Series I savings
bonds to book-entry Series I savings
bonds; and to issue Series I savings

bonds only in book-entry form. The
Commissioner’s action in any such re-
spect is final.

§ 359.12 Reservation as to issue of
bonds.

The Commissioner of the Public
Debt, as designee of the Secretary of
the Treasury, is authorized to reject
any application for Series I bonds, in
whole or in part, and to refuse to issue,
or permit to be issued, any bonds in
any case or class of cases, if the Com-
missioner deems the action to be in the
public interest, and the Commis-
sioner’s action in any such respect is
final.

§ 359.13 Waiver.

The Commissioner of the Public
Debt, as designee of the Secretary of
the Treasury, may waive or modify any
provision of this Circular in any par-
ticular case or class of cases for the
convenience of the United States or in
order to relieve any person or persons
of unnecessary hardship:

(a) If such action would not be incon-
sistent with law or equity;

(b) If it does not impair any material
existing rights; and

(c) If he or she is satisfied that such
action would not subject the United
States to any substantial expense or li-
ability.

§ 359.14 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
designee, in connection with the issue,
servicing and redemption of Series I
bonds. The Federal Reserve Banks and
Branches, as fiscal agents of the United
States, are subject to change (for ex-
ample, due to consolidation), as deter-
mined by the Secretary of the Treas-
ury, or his or her designee.

(b) The following Federal Reserve Of-
fices have been designated to provide
savings bond services:
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