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from private insurers that do not participate 
in the NFIP. 

• At a minimum, flood insurance pur-
chased must cover the lesser of: 

(1) the outstanding principal balance of the 
loan; or 

(2) the maximum amount of coverage al-
lowed for the type of property under the 
NFIP. 

Flood insurance coverage under the NFIP 
is limited to the overall value of the prop-
erty securing the loan minus the value of the 
land on which the property is located. 

• Federal disaster relief assistance (usu-
ally in the form of a low-interest loan) may 
be available for damages incurred in excess 
of your flood insurance if your community’s 
participation in the NFIP is in accordance 
with NFIP requirements. 

lllFlood insurance coverage under the 
NFIP is not available for the property secur-
ing the loan because the community in 
which the property is located does not par-
ticipate in the NFIP. In addition, if the non- 
participating community has been identified 
for at least one year as containing a special 
flood hazard area, properties located in the 
community will not be eligible for Federal 
disaster relief assistance in the event of a 
Federally declared flood disaster. 

[Reg. H, 63 FR 37641, July 13, 1998, as amend-
ed at 64 FR 71274, Dec. 21, 1999] 

Subpart C—Bank Securities and 
Securities-Related Activities 

SOURCE: 63 FR 37646, July 13, 1998, unless 
otherwise noted. 

§ 208.30 Authority, purpose, and scope. 

(a) Authority. Subpart C of Regula-
tion H (12 CFR part 208, subpart C) is 
issued by the Board of Governors of the 
Federal Reserve System under 12 
U.S.C. 24, 92a, 93a; sections 1818 and 
1831p–1(a)(2) of the FDI Act (12 U.S.C. 
1818, 1831p–1(a)(2)); and sections 78b, 
78l(b), 78l(g), 78l(i), 78o–4(c)(5), 78o–5, 
78q, 78q–1, and 78w of the Securities Ex-
change Act of 1934 (15 U.S.C. 78b, 78l(b), 
78l(g), 78l(i), 78o–4(c)(5), 78o–5, 78q, 78q– 
1, 78w). 

(b) Purpose and scope. This subpart C 
describes the requirements imposed 
upon member banks acting as transfer 
agents, registered clearing agencies, or 
sellers of securities under the Securi-
ties Exchange Act of 1934. This subpart 
C also describes the reporting require-
ments imposed on member banks 
whose securities are subject to reg-

istration under the Securities Ex-
change Act of 1934. 

§ 208.31 State member banks as trans-
fer agents. 

(a) The rules adopted by the Securi-
ties and Exchange Commission (SEC) 
pursuant to section 17A of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78q- 
l) prescribing procedures for registra-
tion of transfer agents for which the 
SEC is the appropriate regulatory 
agency (17 CFR 240.17Ac2–1) apply to 
member bank transfer agents. Ref-
erences to the ‘‘Commission’’ are 
deemed to refer to the Board. 

(b) The rules adopted by the SEC pur-
suant to section 17A prescribing oper-
ational and reporting requirements for 
transfer agents (17 CFR 240.17Ac2–2 and 
240.17Ad–1 through 240.17Ad–16) apply 
to member bank transfer agents. 

§ 208.32 Notice of disciplinary sanc-
tions imposed by registered clear-
ing agency. 

(a) Notice requirement. Any member 
bank or any of its subsidiaries that is a 
registered clearing agency pursuant to 
section 17A(b) of the Securities Ex-
change Act of 1934 (the Act), and that: 

(1) Imposes any final disciplinary 
sanction on any participant therein; 

(2) Denies participation to any appli-
cant; or 

(3) Prohibits or limits any person in 
respect to access to services offered by 
the clearing agency, shall file with the 
Board (and the appropriate regulatory 
agency, if other than the Board, for a 
participant or applicant) notice thereof 
in the manner prescribed in this sec-
tion. 

(b) Notice of final disciplinary actions. 
(1) Any registered clearing agency for 
which the Board is the appropriate reg-
ulatory agency that takes any final 
disciplinary action with respect to any 
participant shall promptly file a notice 
thereof with the Board in accordance 
with paragraph (c) of this section. For 
the purposes of this paragraph (b), final 
disciplinary action means the imposi-
tion of any disciplinary sanction pursu-
ant to section 17A(b)(3)(G) of the Act, 
or other action of a registered clearing 
agency which, after notice and oppor-
tunity for hearing, results in final dis-
position of charges of: 
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(i) One or more violations of the rules 
of the registered clearing agency; or 

(ii) Acts or practices constituting a 
statutory disqualification of a type de-
fined in paragraph (iv) or (v) (except 
prior convictions) of section 3(a)(39) of 
the Act. 

(2) However, if a registered clearing 
agency fee schedule specifies certain 
charges for errors made by its partici-
pants in giving instructions to the reg-
istered clearing agency which are de 
minimis on a per error basis, and whose 
purpose is, in part, to provide revenues 
to the clearing agency to compensate 
it for effort expended in beginning to 
process an erroneous instruction, such 
error charges shall not be considered a 
final disciplinary action for purposes of 
this paragraph (b). 

(c) Contents of final disciplinary action 
notice. Any notice filed pursuant to 
paragraph (b) of this section shall con-
sist of the following, as appropriate: 

(1) The name of the respondent and 
the respondent’s last known address, as 
reflected on the records of the clearing 
agency, and the name of the person, 
committee, or other organizational 
unit that brought the charges. How-
ever, identifying information as to any 
respondent found not to have violated 
a provision covered by a charge may be 
deleted insofar as the notice reports 
the disposition of that charge and, 
prior to the filing of the notice, the re-
spondent does not request that identi-
fying information be included in the 
notice; 

(2) A statement describing the inves-
tigative or other origin of the action; 

(3) As charged in the proceeding, the 
specific provision or provisions of the 
rules of the clearing agency violated by 
the respondent, or the statutory dis-
qualification referred to in paragraph 
(b)(2) of this section, and a statement 
describing the answer of the respond-
ent to the charges; 

(4) A statement setting forth findings 
of fact with respect to any act or prac-
tice in which the respondent was 
charged with having engaged in or 
omitted; the conclusion of the clearing 
agency as to whether the respondent 
violated any rule or was subject to a 
statutory disqualification as charged; 
and a statement of the clearing agency 

in support of its resolution of the prin-
cipal issues raised in the proceedings; 

(5) A statement describing any sanc-
tion imposed, the reasons therefor, and 
the date upon which the sanction be-
came or will become effective; and 

(6) Such other matters as the clear-
ing agency may deem relevant. 

(d) Notice of final denial, prohibition, 
termination or limitation based on quali-
fication or administrative rules. (1) Any 
registered clearing agency, for which 
the Board is the appropriate regulatory 
agency, that takes any final action 
that denies or conditions the participa-
tion of any person, or prohibits or lim-
its access, to services offered by the 
clearing agency, shall promptly file no-
tice thereof with the Board (and the 
appropriate regulatory agency, if other 
than the Board, for the affected person) 
in accordance with paragraph (e) of 
this section; but such action shall not 
be considered a final disciplinary ac-
tion for purposes of paragraph (b) of 
this section where the action is based 
on an alleged failure of such person to: 

(i) Comply with the qualification 
standards prescribed by the rules of the 
registered clearing agency pursuant to 
section 17A(b)(4)(B) of the Act; or 

(ii) Comply with any administrative 
requirements of the registered clearing 
agency (including failure to pay entry 
or other dues or fees, or to file pre-
scribed forms or reports) not involving 
charges of violations that may lead to 
a disciplinary sanction. 

(2) However, no such action shall be 
considered final pursuant to this para-
graph (d) that results merely from a 
notice of such failure to comply to the 
person affected, if such person has not 
sought an adjudication of the matter, 
including a hearing, or otherwise ex-
hausted the administrative remedies 
within the registered clearing agency 
with respect to such a matter. 

(e) Contents of notice required by para-
graph (d) of this section. Any notice filed 
pursuant to paragraph (d) of this sec-
tion shall consist of the following, as 
appropriate: 

(1) The name of each person con-
cerned and each person’s last known 
address, as reflected in the records of 
the clearing agency; 

(2) The specific grounds upon which 
the action of the clearing agency was 
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based, and a statement describing the 
answer of the person concerned; 

(3) A statement setting forth findings 
of fact and conclusions as to each al-
leged failure of the person to comply 
with qualification standards or admin-
istrative obligations, and a statement 
of the clearing agency in support of its 
resolution of the principal issues raised 
in the proceeding; 

(4) The date upon which such action 
became or will become effective; and 

(5) Such other matters as the clear-
ing agency deems relevant. 

(f) Notice of final action based on prior 
adjudicated statutory disqualifications. 
Any registered clearing agency for 
which the Board is the appropriate reg-
ulatory agency that takes any final ac-
tion shall promptly file notice thereof 
with the Board (and the appropriate 
regulatory agency, if other than the 
Board, for the affected person) in ac-
cordance with paragraph (g) of this sec-
tion, where the final action: 

(1) Denies or conditions participation 
to any person, or prohibits or limits ac-
cess to services offered by the clearing 
agency; and 

(2) Is based upon a statutory disquali-
fication of a type defined in paragraph 
(A), (B) or (C) of section 3(a)(39) of the 
Act, consisting of a prior conviction, as 
described in subparagraph (E) of sec-
tion 3(a)(39) of the Act. However, no 
such action shall be considered final 
pursuant to this paragraph (f) that re-
sults merely from a notice of such dis-
qualification to the person affected, if 
such person has not sought an adju-
dication of the matter, including a 
hearing, or otherwise exhausted the ad-
ministrative remedies within the clear-
ing agency with respect to such a mat-
ter. 

(g) Contents of notice required by para-
graph (f) of this section. Any notice filed 
pursuant to paragraph (f) of this sec-
tion shall consist of the following, as 
appropriate: 

(1) The name of each person con-
cerned and each person’s last known 
address, as reflected in the records of 
the clearing agency; 

(2) A statement setting forth the 
principal issues raised, the answer of 
any person concerned, and a statement 
of the clearing agency in support of its 

resolution of the principal issues raised 
in the proceeding; 

(3) Any description furnished by or 
on behalf of the person concerned of 
the activities engaged in by the person 
since the adjudication upon which the 
disqualification is based; 

(4) A copy of the order or decision of 
the court, appropriate regulatory agen-
cy, or self-regulatory organization that 
adjudicated the matter giving rise to 
the statutory disqualification; 

(5) The nature of the action taken 
and the date upon which such action is 
to be made effective; and 

(6) Such other matters as the clear-
ing agency deems relevant. 

(h) Notice of summary suspension of 
participation. Any registered clearing 
agency for which the Board is the ap-
propriate regulatory agency that sum-
marily suspends or closes the accounts 
of a participant pursuant to the provi-
sions of section 17A(b)(5)(C) of the Act 
shall, within one business day after 
such action becomes effective, file no-
tice thereof with the Board and the ap-
propriate regulatory agency for the 
participant, if other than the Board, of 
such action in accordance with para-
graph (i) of this section. 

(i) Contents of notice of summary sus-
pension. Any notice pursuant to para-
graph (h) of this section shall contain 
at least the following information, as 
appropriate: 

(1) The name of the participant con-
cerned and the participant’s last 
known address, as reflected in the 
records of the clearing agency; 

(2) The date upon which the summary 
action became or will become effective; 

(3) If the summary action is based 
upon the provisions of section 
17A(b)(5)(C)(i) of the Act, a copy of the 
relevant order or decision of the self- 
regulatory organization, if available to 
the clearing agency; 

(4) If the summary action is based 
upon the provisions of section 
17A(b)(5)(C)(ii) of the Act, a statement 
describing the default of any delivery 
of funds or securities to the clearing 
agency; 

(5) If the summary action is based 
upon the provisions of section 
17A(b)(5)(C)(iii) of the Act, a statement 
describing the financial or operating 
difficulty of the participant based upon 
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which the clearing agency determined 
that the suspension and closing of ac-
counts was necessary for the protec-
tion of the clearing agency, its partici-
pants, creditors, or investors; 

(6) The nature and effective date of 
the suspension; and 

(7) Such other matters as the clear-
ing agency deems relevant. 

§ 208.33 Application for stay or review 
of disciplinary sanctions imposed 
by registered clearing agency. 

(a) Stays. The rules adopted by the 
Securities and Exchange Commission 
(SEC) pursuant to section 19 of the Se-
curities Exchange Act of 1934 (15 U.S.C. 
78s) regarding applications by persons 
for whom the SEC is the appropriate 
regulatory agency for stays of discipli-
nary sanctions or summary suspen-
sions imposed by registered clearing 
agencies (17 CFR 240.19d–2) apply to ap-
plications by member banks. Ref-
erences to the ‘‘Commission’’ are 
deemed to refer to the Board. 

(b) Reviews. The regulations adopted 
by the Securities and Exchange Com-
mission pursuant to section 19 of the 
Securities and Exchange Act of 1934 (15 
U.S.C. 78s) regarding applications by 
persons for whom the SEC is the appro-
priate regulatory agency for reviews of 
final disciplinary sanctions, denials of 
participation, or prohibitions or limi-
tations of access to services imposed by 
registered clearing agencies (17 CFR 
240.19d–3(a)–(f)) apply to applications 
by member banks. References to the 
‘‘Commission’’ are deemed to refer to 
the Board. The Board’s Uniform Rules 
of Practice and Procedure (12 CFR part 
263) apply to review proceedings under 
this § 208.33 to the extent not incon-
sistent with this § 208.33. 

§ 208.34 Recordkeeping and confirma-
tion of certain securities trans-
actions effected by State member 
banks. 

(a) Exceptions and safe and sound oper-
ations. (1) A State member bank may 
be excepted from one or more of the re-
quirements of this section if it meets 
one of the following conditions of para-
graphs (a)(1)(i) through (a)(1)(iv) of this 
section: 

(i) De minimis transactions. The re-
quirements of paragraphs (c)(2) 
through (c)(4) and paragraphs (e)(1) 

through (e)(3) of this section shall not 
apply to banks having an average of 
less than 200 securities transactions 
per year for customers over the prior 
three calendar year period, exclusive of 
transactions in government securities; 

(ii) Government securities. The record-
keeping requirements of paragraph (c) 
of this section shall not apply to banks 
effecting fewer than 500 government se-
curities brokerage transactions per 
year; provided that this exception shall 
not apply to government securities 
transactions by a State member bank 
that has filed a written notice, or is re-
quired to file notice, with the Federal 
Reserve Board that it acts as a govern-
ment securities broker or a govern-
ment securities dealer; 

(iii) Municipal securities. The munic-
ipal securities activities of a State 
member bank that are subject to regu-
lations promulgated by the Municipal 
Securities Rulemaking Board shall not 
be subject to the requirements of this 
section; and 

(iv) Foreign branches. The require-
ments of this section shall not apply to 
the activities of foreign branches of a 
State member bank. 

(2) Every State member bank quali-
fying for an exemption under para-
graph (a)(1) of this section that con-
ducts securities transactions for cus-
tomers shall, to ensure safe and sound 
operations, maintain effective systems 
of records and controls regarding its 
customer securities transactions that 
clearly and accurately reflect appro-
priate information and provide an ade-
quate basis for an audit of the informa-
tion. 

(b) Definitions. For purposes of this 
section: 

(1) Asset-backed security shall mean a 
security that is serviced primarily by 
the cash flows of a discrete pool of re-
ceivables or other financial assets, ei-
ther fixed or revolving, that by their 
terms convert into cash within a finite 
time period plus any rights or other as-
sets designed to assure the servicing or 
timely distribution of proceeds to the 
security holders. 

(2) Collective investment fund shall 
mean funds held by a State member 
bank as fiduciary and, consistent with 
local law, invested collectively as fol-
lows: 
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