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b. oversee the efforts of the insured deposi-
tory institution to achieve Year 2000 readi-
ness and allocate sufficient resources to re-
solve problems relating to the institution’s
Year 2000 readiness; and

c. evaluate the Year 2000 risk associated
with any strategic business initiatives con-
templated by the insured depository institu-
tion, including mergers and acquisitions,
major systems development, corporate alli-
ances, and system interdependencies.

2. In addition, the board of directors, at a
minimum, shall require from management,
and management shall provide to the board
of directors, written status reports, at least
quarterly and as otherwise appropriate to
keep the directorate fully informed, of the
insured depository institution’s efforts in
achieving Year 2000 readiness. Such written
status reports shall, at a minimum, include:

a. The overall progress of the insured de-
pository institution’s efforts in achieving
Year 2000 readiness;

b. The insured depository institution’s in-
terim progress in renovating, validating, and
contingency planning measured against the
insured depository institution’s Year 2000
project plan as adopted under section II.A.5.
of appendix B;

c. The status of efforts by key external
third party suppliers and other material
third parties in achieving Year 2000 readi-
ness;

d. The results of the testing process;
e. The status of contingency planning ef-

forts; and
f. The status of the ongoing assessment of

customer risk.

[64 FR 66704, 66705, Nov. 29, 1999]
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A. Introduction

These Supplemental Guidelines are issued
pursuant to section 39 of the Federal Deposit
Insurance Act (FDI Act) (12 U.S.C. 1831p–1)
and apply to transfer agent and broker or
dealer systems that a national bank has not
designated as mission-critical. These Supple-
mental Guidelines are in addition to, but do
not supersede, the Year 2000 Guidelines pre-
viously adopted as Appendix B to 12 CFR
Part 30. The Guidelines in Appendix B con-

tinue to apply to efforts of national banks to
achieve Year 2000 readiness of their mission-
critical systems.

B. Preservation of existing authority

Neither section 39 nor these Supplemental
Guidelines in any way limits the authority
of the OCC to address unsafe or unsound
practices, violations of law, unsafe or un-
sound conditions, or other practices of bank
transfer agents and brokers or dealers. For
example, failure to complete any of the
standards set forth in the Supplemental
Guidelines may constitute an unsafe or un-
sound practice under 12 U.S.C. 1818(b). Action
under section 39 and the Supplemental
Guidelines may be taken independently of,
in conjunction with, or in addition to any
other remedy, including enforcement action,
available to the OCC.

C. Definitions

1. In general. For purposes of the Supple-
mental Guidelines the following definitions
apply:

a. Bank transfer agent means a national
bank that provides transfer agent services
directly or through an operating subsidiary,
or a Federal branch that is subject to the
provisions of section 39 of the FDI Act (12
U.S.C. 1831p–1), if the national bank, oper-
ating subsidiary or Federal branch is a reg-
istered transfer agent whose appropriate reg-
ulatory agency, as that term is defined in 15
U.S.C. 78c(a)(34), is the Office of the Comp-
troller of the Currency. The term bank
transfer agent does not include a transfer
agent that qualifies as an issuer or small
transfer agent, as these terms are defined in
17 CFR 240.17Ad–13(d) (1) and (2).

b. Bank broker or dealer means a national
bank that effects securities brokerage or
dealer transactions for customers, or a Fed-
eral branch that is subject to the provisions
of section 39 of the FDI Act (12 U.S.C. 1831p–
1). The term bank broker or dealer does not
include operating subsidiaries of national
banks. The term bank broker or dealer does
not include a national bank effecting fewer
than 500 securities brokerage transactions
per year for customers during the prior three
calendar year period.

c. System means an automated system and
related applications necessary to ensure the
prompt and accurate processing of securities
transactions, including order entry, transfer
execution, comparison, allocation, clearance
and settlement of securities transactions,
the maintenance of customer accounts, the
delivery of funds and securities, or the pro-
duction or retention of required records.

d. Business resumption contingency plan
means a plan that describes how a bank
transfer agent or bank broker or dealer will
continue to perform transfer agent or broker
or dealer functions, respectively, in the
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event transfer agent or broker or dealer sys-
tems fail to function because of Year 2000
readiness.

e. Year 2000 ready or readiness with respect to
a system means the system accurately proc-
esses, calculates, compares, or sequences
date or time data from, into, or between the
20th and 21st centuries; and the years 1999
and 2000; and with regard to leap year cal-
culations.

D. Year 2000 standards for safety and soundness

1. No later than November 1, 1999, each
bank transfer agent and bank broker or deal-
er shall identify all transfer agent and
broker or dealer systems that are not Year
2000 ready.

2. For each system identified pursuant to
section D.1., each bank transfer agent and
bank broker or dealer shall develop and im-
plement an effective written business re-
sumption contingency plan by November 15,
1999, that, at a minimum:

a. Defines scenarios for transfer agent and
broker or dealer systems failing to achieve
Year 2000 readiness;

b. Evaluates options and selects a reason-
able contingency strategy for those systems;
and

c. Provides for independent testing of the
business resumption contingency plan by an
objective independent party (such as an audi-
tor, consultant, or qualified individual from
another area of the insured depository insti-
tution who is independent of the plan under
review).

[64 FR 52641, Sept. 30, 1999]

PART 31—EXTENSIONS OF CREDIT
TO INSIDERS AND TRANS-
ACTIONS WITH AFFILIATES

Sec.
31.1 Authority.
31.2 Insider lending restrictions and report-

ing requirements.

APPENDIX A TO PART 31—INTERPRETATIONS

APPENDIX B TO PART 31—COMPARISON OF SE-
LECTED PROVISIONS OF PART 31 AND PART 32
(AS OF OCTOBER 1, 1996)

AUTHORITY: 12 U.S.C. 93a, 375a(4), 375b(3),
1817(k), and 1972(2)(G).

SOURCE: 61 FR 54536, Oct. 21, 1996, unless
otherwise noted.

§ 31.1 Authority.
This part is issued by the Comp-

troller of the Currency pursuant to 12
U.S.C. 93a, 375a(4), 375b(3), 1817(k), and
1972(2)(G), as amended.

§ 31.2 Insider lending restrictions and
reporting requirements.

(a) General rule. A national bank and
its insiders shall comply with the pro-
visions contained in 12 CFR part 215.

(b) Enforcement. The Comptroller of
the Currency administers and enforces
insider lending standards and reporting
requirements as they apply to national
banks and their insiders.

APPENDIX A TO PART 31—
INTERPRETATIONS

Section 1. Loans Secured by Stock or
Obligations of an Affiliate

A bank that makes a loan to an unaffili-
ated third party may take a security inter-
est in securities of an affiliate as collateral
for the loan without the loan being deemed a
‘‘covered transaction’’ under section 23A of
the Federal Reserve Act (12 U.S.C. 371c) if:

a. The borrower provides additional collat-
eral that, taken alone, meets or exceeds the
collateral requirements specified in section
23A(c) (12 U.S.C. 371c(c)); and

b. The loan proceeds:
1. Are not used to purchase the bank affili-

ate’s securities that serve as collateral; and
2. Are not otherwise used for the benefit of,

or transferred to, any affiliate.

Section 2. Deposits Between Affiliated Banks

a. General rule. The OCC considers a deposit
made by a bank in an affiliated bank to be a
loan or extension of credit to the affiliate
under 12 U.S.C. 371c. These deposits must be
secured in accordance with 12 U.S.C. 371c(c).
However, a national bank may not pledge as-
sets to secure private deposits unless other-
wise permitted by law (see, e.g., 12 U.S.C. 90
(permitting collateralization of deposits of
public funds); 12 U.S.C. 92a (trust funds); and
25 U.S.C. 156 and 162a (Native American
funds)). Thus, unless one of the exceptions to
12 U.S.C. 371c noted in paragraph b. of this
interpretation applies or unless another ex-
ception applies that enables a bank to meet
the collateral requirements of 12 U.S.C.
371c(c), a national bank may not:

1. Make a deposit in an affiliated national
bank;

2. Make a deposit in an affiliated State-
chartered bank unless the affiliated State-
chartered bank can legally offer collateral
for the deposit in conformance with applica-
ble State law and 12 U.S.C. 371c; or

3. Receive deposits from an affiliated bank.
b. Exceptions. The restrictions of 12 U.S.C.

371c (other than 12 U.S.C. 371c(a)(4), which
requires affiliate transactions to be con-
sistent with safe and sound banking prac-
tices) do not apply to deposits:

1. Made in the ordinary course of cor-
respondent business; or
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