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the Secretary. Such requests and re-
plies are governed by § 26.38 of this
title.

(2) Effect of request. A document or
part of a document that is the subject
of a timely request to the Secretary to
file under seal will not be disclosed
under this section until the Secretary
has advised the parties and the ALJ, in
writing, of the Secretary’s decision on
whether the document or part of a doc-
ument should be filed under seal. The
ALJ shall take all appropriate steps to
preserve the confidentiality of such
documents or parts of documents, in-
cluding closing portions of the hearing
to the public.

(3) Time of request. Failure to file with
the Secretary a timely request or a
reply is deemed a waiver of any objec-
tion regarding the decision on whether
a document is to be disclosed. A party
must make its request to file a docu-
ment under seal at least 10 days before
the commencement of the hearing. A
request may be filed at any other time
before or during the course of the hear-
ing, but the requesting party’s obliga-
tion to produce the document or parts
of the document will not be affected by
the party’s pending request to the Sec-
retary, unless the Secretary expressly
directs the ALJ to treat the document
as protected from disclosure until the
Secretary makes a final written deci-
sion on whether the document should
be filed under seal. If the Secretary’s
direction to the ALJ is made orally,
that direction must be reduced to writ-
ing and filed with the ALJ within 3
working days of the making of the oral
order or the document will then be sub-
ject to disclosure pending the Sec-
retary’s final written decision on dis-
closure.

[60 FR 61888, Dec. 1, 1995, as amended at 61
FR 50219 Sept. 24, 1996]

§ 81.86 Enforcement and jurisdiction.

If a GSE fails to comply with a final
decision, the Secretary may request
the Attorney General of the United
States to bring an action in the United
States District Court for the District
of Columbia for the enforcement of the
notice or order. Such request may be
made:

(a) For a cease-and-desist order:

(1) Upon expiration of the 30-day pe-
riod beginning on the service of the
order on the GSE; or

(2) Upon the effective time specified
in an order issued upon consent; and

(b) For a civil money penalty, when the
order imposing the penalty is no longer
subject to review under 12 U.S.C. 4582
and 4583 and the implementing regula-
tions at §§ 81.84 and 81.87.

§ 81.87 Judicial review.
(a) Commencement. In a proceeding

under 12 U.S.C. 4581 or 4585, as imple-
mented by §§ 81.82 or 81.83, a GSE that
is a party to the proceeding may obtain
review of any final order issued under
§ 81.84 by filing in the United States
Court of Appeals for the District of Co-
lumbia Circuit, within 30 days after the
date of service of such order, a written
petition praying that the order of the
Secretary be modified, terminated, or
set aside.

(b) Filing of record. Upon receiving a
copy of a petition, the Chief Docket
Clerk, Office of Administrative Law
Judges, shall file in the court the
record in the proceeding, as provided in
28 U.S.C. 2112.

(c) No automatic stay. The commence-
ment of proceedings for judicial review
under this section shall not, unless spe-
cifically ordered by the court, operate
as a stay of any order issued by the
Secretary.

Subpart H—Book-Entry Procedures

SOURCE: 61 FR 63948, Dec. 2, 1996, unless
otherwise noted.

§ 81.91 Maintenance of GSE Securities.
A GSE Security may be maintained

in the form of a Definitive GSE Secu-
rity or a Book-entry GSE Security. A
Book-entry GSE Security shall be
maintained in the Book-entry System.

§ 81.92 Law governing rights and obli-
gations of United States, Federal
Reserve Banks, and GSEs; rights of
any Person against United States,
Federal Reserve Banks, and GSEs;
Law governing other interests.

(a) Except as provided in paragraph
(b) of this section, the following rights
and obligations are governed solely by
the book-entry regulations contained
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in this subpart H, the Securities Docu-
mentation, and Federal Reserve Bank
Operating Circulars (but not including
any choice of law provisions in the Se-
curity Documentation to the extent
such provisions conflict with the Book-
entry regulations contained in this
subpart H):

(1) The rights and obligations of a
GSE and the Federal Reserve Banks
with respect to:

(i) A Book-entry GSE Security or Se-
curity Entitlement; and

(ii) The operation of the Book-entry
System as it applies to GSE Securities;
and

(2) The rights of any Person, includ-
ing a Participant, against a GSE and
the Federal Reserve Banks with re-
spect to:

(i) A Book-entry GSE Security or Se-
curity Entitlement; and

(ii) The operation of the Book-entry
System as it applies to GSE Securities;

(b) A security interest in a Security
Entitlement that is in favor of a Fed-
eral Reserve Bank from a Participant
and that is not recorded on the books
of a Federal Reserve Bank pursuant to
§ 81.93(c)(1), is governed by the law (not
including the conflict-of-law rules) of
the jurisdiction where the head office
of the Federal Reserve Bank maintain-
ing the Participant’s Securities Ac-
count is located. A security interest in
a Security Entitlement that is in favor
of a Federal Reserve Bank from a Per-
son that is not a Participant, and that
is not recorded on the books of a Fed-
eral Reserve Bank pursuant to
§ 81.93(c)(1), is governed by the law de-
termined in the manner specified in
paragraph (d) of this section.

(c) If the jurisdiction specified in the
first sentence of paragraph (b) of this
section is a State that has not adopted
Revised Article 8, then the law speci-
fied in paragraph (b) of this section
shall be the law of that State as
though Revised Article 8 had been
adopted by that State.

(d) To the extent not otherwise in-
consistent with this subpart H, and
notwithstanding any provision in the
Security Documentation setting forth
a choice of law, the provisions set forth
in 31 CFR 357.11 regarding law gov-
erning other interests apply and shall
be read as though modified to effec-

tuate the application of 31 CFR 357.11
to the GSEs.

[61 FR 63948, Dec. 2, 1996, as amended at 62
FR 28977, May 29, 1997]

§ 81.93 Creation of Participant’s Secu-
rity Entitlement; security interests.

(a) A Participant’s Security Entitle-
ment is created when a Federal Re-
serve Bank indicates by book-entry
that a Book-entry GSE Security has
been credited to a Participant’s Securi-
ties Account.

(b) A security interest in a Security
Entitlement of a Participant in favor
of the United States to secure deposits
of public money, including without
limitation deposits to the Treasury tax
and loan accounts, or other security in-
terest in favor of the United States
that is required by Federal statute,
regulation, or agreement, and that is
marked on the books of a Federal Re-
serve Bank is thereby effected and per-
fected, and has priority over any other
interest in the securities. Where a se-
curity interest in favor of the United
States in a Security Entitlement of a
Participant is marked on the books of
a Federal Reserve Bank, such Reserve
Bank may rely, and is protected in re-
lying, exclusively on the order of an
authorized representative of the United
States directing the transfer of the se-
curity. For purposes of this paragraph,
an ‘‘authorized representative of the
United States’’ is the official des-
ignated in the applicable regulations or
agreement to which a Federal Reserve
Bank is a party, governing the security
interest.

(c)(1) A GSE and the Federal Reserve
Banks have no obligation to agree to
act on behalf of any Person or to recog-
nize the interest of any transferee of a
security interest or other limited in-
terest in favor of any Person except to
the extent of any specific requirement
of Federal law or regulation or to the
extent set forth in any specific agree-
ment with the Federal Reserve Bank
on whose books the interest of the Par-
ticipant is recorded. To the extent re-
quired by such law or regulation or set
forth in an agreement with a Federal
Reserve Bank, or the Federal Reserve
Bank Operating Circular, a security in-
terest in a Security Entitlement that
is in favor of a Federal Reserve Bank,
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a GSE, or a Person may be created and
perfected by a Federal Reserve Bank
marking its books to record the secu-
rity interest. Except as provided in
paragraph (b) of this section, a security
interest in a Security Entitlement
marked on the books of a Federal Re-
serve Bank shall have priority over any
other interest in the securities.

(2) In addition to the method pro-
vided in paragraph (c)(1) of this sec-
tion, a security interest, including a
security interest in favor of a Federal
Reserve Bank, may be perfected by any
method by which a security interest
may be perfected under applicable law
as described in § 81.92(b) or (d). The per-
fection, effect of perfection or non-per-
fection and priority of a security inter-
est are governed by such applicable
law. A security interest in favor of a
Federal Reserve Bank shall be treated
as a security interest in favor of a
clearing corporation in all respects
under such law, including with respect
to the effect of perfection and priority
of such security interest. A Federal Re-
serve Bank Operating Circular shall be
treated as a rule adopted by a clearing
corporation for such purposes.

[61 FR 63948, Dec. 2, 1996, as amended at 62
FR 28977, May 29, 1997]

§ 81.94 Obligations of GSEs; no adverse
claims.

(a) Except in the case of a security
interest in favor of the United States
or a Federal Reserve Bank or otherwise
as provided in § 81.93(c)(1), for the pur-
poses of this subpart H, the GSE and
the Federal Reserve Banks shall treat
the Participant to whose Securities Ac-
count an interest in a Book-entry GSE
Security has been credited as the per-
son exclusively entitled to issue a
Transfer Message, to receive interest
and other payments with respect there-
of and otherwise to exercise all the
rights and powers with respect to such
Security, notwithstanding any infor-
mation or notice to the contrary. Nei-
ther the Federal Reserve Banks nor a
GSE is liable to a Person asserting or
having an adverse claim to a Security
Entitlement or to a Book-entry GSE
Security in a Participant’s Securities
Account, including any such claim
arising as a result of the transfer or
disposition of a Book-entry GSE Secu-

rity by a Federal Reserve Bank pursu-
ant to a Transfer Message that the
Federal Reserve Bank reasonably be-
lieves to be genuine.

(b) The obligation of the GSE to
make payments (including payments of
interest and principal) with respect to
Book-entry GSE Securities is dis-
charged at the time payment in the ap-
propriate amount is made as follows:

(1) Interest or other payments on
Book-entry GSE Securities is either
credited by a Federal Reserve Bank to
a Funds Account maintained at such
Bank or otherwise paid as directed by
the Participant.

(2) Book-entry GSE Securities are re-
deemed in accordance with their terms
by a Federal Reserve Bank with-
drawing the securities from the Par-
ticipant’s Securities Account in which
they are maintained and by either
crediting the amount of the redemp-
tion proceeds, including both redemp-
tion proceeds, where applicable, to a
Funds Account at such Bank or other-
wise paying such redemption proceeds
as directed by the Participant. No ac-
tion by the Participant ordinarily is
required in connection with the re-
demption of a Book-entry GSE Secu-
rity.

[61 FR 63948, Dec. 2, 1996, as amended at 62
FR 28977, May 28, 1997]

§ 81.95 Authority of Federal Reserve
Banks.

(a) Each Federal Reserve Bank is
hereby authorized as fiscal agent of the
GSEs to perform the following func-
tions with respect to the issuance of
Book-entry GSE Securities offered and
sold by a GSE to which this subpart H
applies, in accordance with the Securi-
ties Documentation, Federal Reserve
Bank Operating Circulars, this subpart
H, and procedures established by the
Secretary consistent with these au-
thorities:

(1) To service and maintain Book-
entry GSE Securities in accounts es-
tablished for such purposes;

(2) To make payments with respect
to such securities, as directed by the
GSE;

(3) To effect transfer of Book-entry
GSE Securities between Participants’
Securities Accounts as directed by the
Participants;
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(4) To effect conversions between
Book-entry GSE Securities and Defini-
tive GSE Securities with respect to
those securities as to which conversion
rights are available pursuant to the ap-
plicable Securities Documentation; and

(5) To perform such other duties as
fiscal agent as may be requested by the
GSE.

(b) Each Federal Reserve Bank may
issue Operating Circulars not incon-
sistent with this subpart H, governing
the details of its handling of Book-
entry GSE Securities, Security Enti-
tlements, and the operation of the
book-entry system under this subpart
H.

§ 81.96 Withdrawal of Eligible Book-
entry GSE Securities for conversion
to definitive form.

(a) Eligible Book-entry GSE Securi-
ties may be withdrawn from the Book-
entry System by requesting delivery of
like Definitive GSE Securities.

(b) A Reserve bank shall, upon re-
ceipt of appropriate instructions to
withdraw Eligible Book-entry GSE Se-
curities from book-entry in the Book-
entry System, convert such securities
into Definitive GSE Securities and de-
liver them in accordance with such in-
structions. No such conversion shall af-
fect existing interests in such GSE Se-
curities.

(c) All requests for withdrawal of Eli-
gible Book-entry GSE Securities must
be made prior to the maturity or date
of call of the securities.

(d) GSE Securities which are to be
delivered upon withdrawal may be
issued in either registered or bearer
form, to the extent permitted by the
applicable Securities Documentation.

[61 FR 63948, Dec. 2, 1996, as amended at 62
FR 28977, May 29, 1997]

§ 81.97 Waiver of regulations.
The Secretary reserves the right in

the Secretary’s discretion, to waive
any provision(s) of these regulations in
any case or class of cases for the con-
venience of a GSE, the United States,
or in order to relieve any person(s) of
unnecessary hardship, if such action is
not inconsistent with law, does not ad-
versely affect any substantial existing
rights, and the Secretary is satisfied
that such action will not subject a GSE

or the United States to any substantial
expense or liability.

§ 81.98 Liability of GSEs and Federal
Reserve Banks.

A GSE and the Federal Reserve
Banks may rely on the information
provided in a Transfer Message, and are
not required to verify the information.
A GSE and the Federal Reserve Banks
shall not be liable for any action taken
in accordance with the information set
out in a Transfer Message, or evidence
submitted in support thereof.

§ 81.99 Additional provisions.

(a) Additional requirements. In any
case or any class of cases arising under
these regulations, a GSE may require
such additional evidence and a bond of
indemnity, with or without surety, as
may in the judgment of the GSE be
necessary for the protection of the in-
terests of the GSE.

(b) Notice of attachment for GSE Securi-
ties in Book-entry system. The interest of
a debtor in a Security Entitlement
may be reached by a creditor only by
legal process upon the Securities Inter-
mediary with whom the debtor’s secu-
rities account is maintained, except
where a Security Entitlement is main-
tained in the name of a secured party,
in which case the debtor’s interest may
be reached by legal process upon the
secured party. These regulations do not
purport to establish whether a Federal
Reserve Bank is required to honor an
order or other notice of attachment in
any particular case or class of cases.

Subpart I—Other Provisions

§ 81.101 Equal employment oppor-
tunity.

Fannie Mae and Freddie Mac shall
comply with sections 1 and 2 of Execu-
tive Order 11478 (3 CFR, 1966–1970 Com-
pilation, p. 803), as amended by Execu-
tive Order 12106, (3 CFR, 1978, Compila-
tion, p. 263), providing for the adoption
and implementation of equal employ-
ment opportunity, as required by sec-
tion 1216 of the Financial Institutions
Reform, Recovery, and Enforcement
Act of 1989 (12 U.S.C. 1833e).
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