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Government Securities Act of 1986 

Summary: This Bulletin alerts institutions to their nbiiflcation respo&ibilities when acting as government securi- i 
ties brokers or dealers, and their compliance responsibilities when holding governmen t securities for customers. 
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For Further Infoma tion Contact: 
The FHLBank District in which you 
are located or the Policy Analysis 
Division of the Office of Regulatory 
Activities, Washington, DC. 

Supplemmtary Infimnatio~ 
The Government Securities Act of 
1986 (GSA) (public Law No. 99-571) 
and the implementing regulations 
adopted by the Department of the 
Treasury (17 C.F.R. Chap. IV, 52 FR 
27910 as amended August 1, 1988, 
53 FR 28979) contain requirements 
relating to government securities 
activities of financial institutions, 
including thrift institutions, in three 
main areas. 

Fit, thrift institutions that are gov- 
ernment securities brokers or deal- 
ers are required to notify the Federal 
Home Loan Bank Board of their 
status as such by the later of July 25, 
1987 or the date of their becoming a 
government securities broker or 
dealer, and to comply with applica- 
ble requirements relating to those 
activities. 

Second, thrift institutions that 
engage in repurchase transactions 
with customers while retaining cus- 
tody or control of government 
securities (“hold-in-custody” repur- 
chase transactions1 must comply 
with requirements relating to writ- 
ten agreements, confirmations and 
disclosures. 

Third, thrift institutions that hold 
government securities as fiduciary, 
custodian or otherwise for the 
account of a customer must comply 
with requirements relating to the 
safeguarding and custody of those 
securities. -_ 

The latter two requirements are 
applicable regardless of whether an 
institution has filed notice as a gov- 
ernment securities broker or dealer. 

All thrift institutions may not be 
sufficiently aware of the notification 
requirements and the other require- 
ments imposed by the GSA and its 
implementing regulations. This Bul- 
letin addresses the notification 
requirements. In addition, three 
attachments are included with this 
Bulletin. The first attachment is a 
booklet containing instructions and 
blank forms for any institution 
required to notify the Federal Home 
Loan Bank Board. The second 
attachment is a release that provides 
general information concerning 
those portions of the regulations 
that apply to all financial institu- 
tions, including those whose limited 
government securities activities may 
exempt them from filing a broker- 
dealer not& with their federal regu- 
lator. A substantially similar release 
is being distributed by the Federal 
financial institutions supenrisory 
agencies. The third attachment con- 
tains excerpts from the GSA imple- 
men ting regulations. 
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Backoroundi 

Prior to passage of the GSA, the 
government securities market was 
largely unregulated, except for the 
activities of certain primary dealers. 
This lack of regulation, among other 
things, was felt to have contributed 
to a number of failures of govem- 
ment securities dealers in the last 
several years and the resultant 
losses to investors in government 
securities. Specifically contributing 
to these failures and losses were 
transactions such as the sale of mul- 
tiple interests in the same securities 
under several repurchase agree- 
ments while maintaining custody of 
the securities and the pledging of 
customer securities without trans- 
ferring title or possession. Other fac- 
tors contributing to failures and 
losses were inadequate books and 
records and the lack of adequate 
capital maintained by government 
securities broker-dealers. The GSA 
and implementing regulations were 
enacted to address these problems. 

The GSA and implementing regula- 
tions established, for the first time, a 
federal system for regulation of bro- 
kers and dealers who transact busi- 
ness in government securities. Title I 
of the GSA gave the Department of 
the Treasury rulemaking authority 
in certain areas. Title I and Parts 
400405 and 449 of the regulations 
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contain provisions relating to 
financial responsibility, protection 
of investor securities and funds, 
recordkeeping reporting, and audit 
of government securities brokers 
and dealers. Title II of the GSA and 
Part 438 of the regulations contain 
provisions relating to the custody of 
government securities held by 
depository institutions. 

The stated purpose of the GSA and 
implementing regulations is to 
enhance the protection of investors 
in government securities by estab 
lishing and enforcing appropriate 
financial. responsibility and custo- 
dial standards. At the same time, 
the standards respect and protect 
the integrity, liquidity and efficiency 
of the world’s largest securities mar- 
ket, which the GSA considers vital 
to the effective implementation of 
fiscal and monetary policy in the 
united states. 

Definition: 

For purposes of the GSA, govem- 
ment securities are defined to 
include (1) direct obligations of, or 
obligations guaranteed as to princi- 
pal or interest by, the United States, 
(2) securities issued or guaranteed 
as to principal or interest by corpo- 
rations in which the United States 
has a direct or indirect interest, and 
which are designated by the Seen+ 
tary of the Treasury for exemption, 
and (3) securities issued or guaran- 
teed by corporations designated by 
statute to constitute exempt securi- 
ties In addition, “off exchange” 
puts, calls, straddles or options on 
such securities are considered to be 
government securities for aII parts 
of the GSA regulations, except for 
Part 450. More specifically, govem- 
ment securities include: 

l U.S. Treasury bills, bonds and 
notes; 

l Discount notes, bonds, certain 
collateralized mortgage obliga- 

. 

tions, pass&roughs, master 
notes, and other obligations of 
the Government National Mort- 
gage Association (GNMAI, the 
Federal National Mortgage 
Association @NMAl, the Fed- 
eral Home Loan Mortgage Cor- 
poration EHLMC), the Student 
Loan Marketing Association 
(SLMA), Federal Home h 
Banks, Farm Credit Banks and 
the Financing Corporation; and 

FNMA stock. 

Notification Reouirementq: 

The GSA requires all government 
securities brokers or dealers that 
were previously unregistered to reg- 
ister with the Securities and- 
Exchange Commission and to join a 
self-regulatory organization. In lieu 
of registration, financial institutions 
that act as a government securities 
broker or dealer are required to file 
a written notice of their status with 
their appropriate regulatory agency 
by the later of July 23, 1987 or the 
date the financial institution begins 
to operate as a government securi- 
ties broker or dealer. The Federal 
Home Loan Bank Board is the 
appropriate regulatory agency for a 
Federal savings and loan associa- 
tion, a Federal savings bank, or an 
institution insured by the Federal 
Savings and Loan Insurance Corpo- 
ration. 

Notice by thrift institutions of their 
government securities broker or 
dealer activities is to be tiIed on 
Forms GFIN and G-FINa. Once an 
institution has filed notice of ik 
status as a government securities 
broker or dealer, any changes to the 
status of its filing must be reported 
within 30 days. If a thrift institution 
ceases its government securities 
activities, it must file a notice of ter- 
mination using Form G-FIN-W. One 
set of instructions and blank forms 
is attached to this Bulletin. A thrift institution may engage 

solely in the following government 
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The following activities in connec- 
tion with government securities will 
generally brin a thrift institution 
within the de !nl ‘tion of a govem- 
ment securities broker: 

l Representing itself as a govem- 
ment securities broker or inter- 
dealer broker, or 

l Actively soliciting purchases or 
sales of government securities 
on an agency basis. 

The following activities in connec- 
tion with government securities will 
generally bring a thrift institution 
within the definition of a govem- 
ment securities dealer: 

Underwriting or participating in 
a selling group for the sale of 
government securities, 

Advertising or otherwise repre- 
senting itself to other dealers or 
investors as a dealer in govem- 
ment securities, or 

Quoting a market for govem- 
ment securities, and in connec- 
tion with such quotations, 
standing ready to purchase or 
sell government securities. 

A thrift institution that buys or sells __ _ 
government securities solely for 
investment for its own account or 
for accounts for which it acts as 
fiduciary will not generally be 
classified as a broker or dealer even 
though such purchases and sales are 
made with some frequency. 

ExemDtions From Notification 
Reouiremenk: 

The GSA regulations permit 
financial institutions that engage in 
certain limited activities to be 
exempt from some, but not all, of 
the regulations. 

emily.abramsky
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Form G-FIN , 

m Notice By Financial Institutions of 
Government Securities Broker or Government 

Securities Dealer Activities 
(This booklet includes instructions and blank forms) 

Board of Governors of the Federal Reserve System 

Federal Deposit Insurance Corporation 

Office of the Comptroller of the Currency 

] Federal Home Loan Bank Board 

Securities and Exchange Commission 

9 
I 

NOTICE REQUII 

This notice must be filed by all financial institutions that 
are government securities brokers or government securi- 
ties dealers that are not exempt from the notice require- 
ment under regulations of the Department of Treasury. 
Generally, a financial institution will not be required to file 
as a government securities broker or dealer if its only 
government securities activities are to: (1) Buy or sell 
government securities solely for investment for its own ac- 
count; (2) Buy or Sell government securities for fiduciary 

8 transactions; (4) Sub- 
mit tenders for the account of customers for purchase on 
original issue of U.S. Treasury securrties; (5) Enter into 
repurchase or reverse repurchase agreements; (6) Effect 
fewer than 500 government securities brokerage transac- 
tions per year; (7) Effect brokerage transactions only 
through another government securities broker or dealer 
on a fully disclosed basis; or (8) Effect brokerage transac- 
tions that do not involve active solicitations. 

For further fnformatlon on the requirements to file this notice, please refer to the Instructions. 
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Instructions for Completing Notice of Government 
Securities Broker or Government Securities Dealer 

Activities by Financial Institutions 

GENERAL INFORMATION AND INSTRUCTIONS 

A. Terms and Abbreviations 

1. “Act” refers to the Securities Exchange Act of 1934, as 
amended by the Government Securities Act of 1986. 

2. “ARA” refers to the financial institution’s appropriate 
regulatory agency, as defined in section 3(a)(34)(G) of the 
Act. See general instruction (E) below for a listing of appro- 
priate regulatory agencies. 

3. “Government securities” are defined in section 3(a)(42) of 
the Act. In general, this term refers to direct obligations 
of or obligations guaranteed as to principal or interest by 
the United States; securities issued or guaranteed as to 
principal or interest by corporations designated by stat- 
ute or by the Secretary of the Treasury to constitute ex- 
empt securities; and puts, calls, straddles or options on 
such securities. Although not all inclusive, the following 
are the more common types of government securities 
covered by the term: U.S. Treasury bills, bonds, notes; 
discount notes, bonds, certain collateralized mortgage 
obligations, pass through.& master notes, and other obli- 
gations, of the Government National Mortgage Associa- 
tion (GNMA), Federal National Mortgage Association 
(FNMA), Federal Home Loan Mortgage Corporation 
(FHLMC), Student Loan Marketing Association (SLMA), 
Federal Home Loan Banks and Farm Credit Banks; securi- 
tized Small Business Association (SBA) loans; and FNMA 
stock. 

4. “Government securities broker” is defined in section 
3(a)(43) of the Act. In general, this term refers to a finan- 
cial institution that is regularly engaged in the business 
of effecting transactions in government securities for the 
account of others. 

5. “Government securities dealer” is defined in section 
3(a)(44) of the Act. In general, this term refers to a finan- 
cial institution engaged in the business of buying and sell- 
ing government securities for its own account but does 
not include a financial institution insofar as it buys or sells 
securities for its own account but not as a part of its regu- 
lar business, or in a fiduciary capacity. 

6. “Financial institution” is defined in Section 3(a)(46) of the 
Act. In general, the term refers to any national or State 
chartered bank or trust company which is supervised and 
examined by a State or Federal bank supervisory agency, 
a foreign bank, and any other institution whose deposits 
are insured by the Federal Savings and Loan Insurance 
Corporation. 

7. “Associated person” is defined by Treasury regulation (17 
C.F.R. 400.3(c)) to mean a person directly engaged in any 
of the following activities in either a supervisory or non- 
supervisory capacity: underwriting, trading or sales of 
government securities; financial advisory or consultant 
services for issuers in connection with the issuance of 
government securities; other communications with pub- 
lic investors, or research or investment advice, other than 
general economic information or advice, with respect to 
government securities in connection with the activities 
described above. The term is further defined in Section 
400.3(c) to cover persons engaged in the following activi- 
ties in a supervisory capacity: processing and clearance 
activities with respect to government securities; and main- 
tenance of records involving any of the activities described 
in this paragraph. 

This definition does not include directors and senior 
officers of the financial institution who may from time to 
time set broad policy guidelines affecting the financial in- 
stitution as a whole, but are not directly involved in the 
conduct of the financial institution’s government securi- 
ties business on a day-to-day basis. It also does not cover 
persons whose functions are solely clerical or ministerial, 
persons who are acting in a fiduciary capacity, or persons 
who act solely as order takers without giving investment 
advice or receiving transaction-based compensation. 

B. Who Must File? 

Under Section 1% (a)(l)(B) of the Act, any financial institu- 
tion that is a government securities broker or government 
securities dealer within the foregoing definitions must file 
with its ARA a written notice, on the form prescribed herein, 
except as described below. 

A financial institution that buys and sells securities solely 
for investment for its own account or for accounts for which 
it acts as a fiduciary will not generally be classified as a 
dealer, even though such purchases and sales are made with 
some frequency. Virtually every financial institution pur- 
chases government securities for investment; and purchases 
and sales may occur to accommodate changes in the finan- 
cial institution’s financial position or to reflect investment 
decisions. The legislative history of the Act indicates that 
Congress did not intend to require financial institutions en- 
gaged in such investment-type activity to register as dealers. 

The Department of the Treasury has exempted financial 
institutions that engage solely in the following activities: 

(1) Acting as issuing agent, payment agent or forward- 
ing agent for U.S. Savings Bonds (17 C.F.R. 401.1); 
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a (2) 

(3) 

(4) 

submission of tenders for the account of custom- 
ers for purchase on original issue of U.S. Treasury 
securities (17 C.F.R. 401.2); 
the sale and subsequent repurchase and the pur- 
chase and subsequent resale of government securi- 
ties pursuant to a repurchase or reverse repurchase 
agreement (17 C.F.R. 401.4); or 
sales or purchases in a fiduciary capacity (17 C.F.R. 
401.4). 

In general, government securities activities that may bring 
a financial institution within the definition of government 
securities dealer include the following: (1) underwriting or 
participating in a selling group for the sale of government 
securities; (2) advertising or otherwise holding itself out to 
other dealers or investors as a dealer in government secu- 
rities; or (3) quoting a market for government securities, and 
in connection with such quotations, standing ready to pur- 
chase or sell government securities. 

The Department of the Treasury also has exempted (17 
C.F.R. 401.3) any financial institution from the definition of 
government securities broker unless it (1) holds itself out 
as a government securities broker or interdealer broker; or 
(2) actively solicits individual purchases or sales of govern- 
ment securities on an agency basis. In addition, a finan- 
cial institution will be exempt if it (a) effects less than 500 
brokerage transactions per year or (b) except for U.S. Sav- 
ings Bonds and submissions of tenders for U.S. Treasury 
securities (as described above), effects all brokerage trans- 
actions through a government securities broker or dealer 
who is clearly identified as the entity providing the broker- 
age services, and who meets the other conditions of the 
exemption. 

A branch or agency of a foreign bank that engages in 
government securities transactions solely with non-U.S. 
citizens that are resident outside the United States is also 
exempt (17 C.F.R. 401.6). 

C. When to file 

A financial institution that is acting as a government secu- 
rities broker or government securities dealer on July 25, 
1987, must file a notice with Its ARA on or before that date 
and any financial institution that proposes to act as a 
government securities broker or government securities 
dealer after that date shall file the notice before it.com- 
mences operations. 

D. Amendments 

In the event any of the. information previously submitted 
on this notice becomes incomplete, inaccurate or no longer 
applicable, the notice must be amended. This amendment 
must be filed within 30 calendar days of the notice becom- 
ing inaccurate (17 C.F.R. 400.5(b)). 

Items 1, 2, 3 and 7 of the notice shall be completed for 
each amendment. Otherwise, only those items which are 
being amended need to be completed. 

E. How and where to file: Number of copies 

Each financial institution must file two copies of the notice 
and each amendment with its ARA, one of which will be sent 
by the ARA to the SEC. Retain one exact copy for your 
records. A financial institution may determine the name and 
address of its ARA from the following: 

1. 

2. 

3. 

4. 

5. 

A national bank, a bank operating in the District of Colum- 
bia that is examined by the Comptroller of the Currency, 
or a Federal branch or Federal agency of a foreign bank, 
files with the: 

Office of the Comptroller of the Currency 
Administrator of National Banks 
Division of Investment Securities 
Washington, D.C. 20219 

A State member bank of the Federal Reserve System, a 
foreign bank, a State branch or a State agency of a for- 
eign bank, or a commercial lending company owned or 
controlled by a foreign bank, files with the: 

Board of Governors of the 
Federal Reserve System 

Division of Banking Supervision 8. Regulation 
Securities Regulation Section 
Washington, D.C. 20551 

A bank insured by the Federal Deposit Insurance Corpo- 
ration (other than a bank which is a member of the Fed- 
eral Reserve System or a Federal savings bank) files with 
the: 

Federal Deposit Insurance Corporation 
Division of Bank Supervision 
Securities Analysis Unit 
Washington, D.C. 20429 

A Federal savings and loan association, Federal savings 
bank, or an institution insured by the Federal Savings and 
Loan Insurance Corporation, files with the: 

Federal Home Loan Bank Board 
Office of the General Counsel 
Corporate and Securities Division 
1700 G Street, N.W. 
Washington, D.C. 20552 

A State chartered bank or a State chartered trust company 
that is not a member of the Federal Reserve System and 
whose deposits are not insured by the Federal Deposit In- 
surance Corporation, or any other financial institution not 
described in the preceding paragraphs, files with the: 

Securities and Exchange Commission 
450 Fifth Street, N.W. 
Washington, D.C. 20549 



F. Privacy Act Notlce 

Collection of the information to be supplied on this form is 
authorized by section l%(a)(l)(B) of the Securities Exchange 
Act of 1934,15 U.S.C. 780-5(a)(l)(B). Disclosure is mandatory 
for all financial institutions that act as government securi- 
ties brokers or government securities dealers that are not 
exempted from filing under Treasury Department regulations 
(see 17 C.F.R. Part 401). The principal purpose of this notice 
is to identify to the appropriate regulatory agencies those 
financial institutions that act as government securities 
brokers or government securities dealers and are subject 
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to regulation under the Act. Information supplied on this form 
will be included routinely in the public files of the appropri- 
ate regulatory agencies and will be available for inspection 
by any interested person. In addition, the Securities and Ex- 
change Commission will maintain copies of all G-FIN notices 
in the public files, and will make them available for public 
inspection by any interested person. Financial institutions 
that do not provide the information solicited on this form may 
not lawfully act as government securities brokers or gov- 
ernment securities dealers unless exempt from the notice 
requirement by Treasury Department regulation (17 C.F.R. 
Part 401). 
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I OFFICIAL USE I 

Notice of Government Securities Broker or Government Securities Dealer Activities 
To Be Filed by a Financial Institution Under Section MC(a)(l)(B) 

of the Securities Exchange Act of 1934 

1. ApprOpriatB regulatory agency (check one): 
. 

A. 0 Comptroller of the Currency 
B. 0 Board of Governors of the Federal Reserve System 
C. 0 Federal Deposit Insurance Corporation 

D. 0 Federal Home Loan Bank Board 
E. 0 Securities and Exchange Commission 

2. Filing status of notice (check as applicable): 

A. 
B. 
C. 

3. A. 

8. 

a C. 

D. 

E. 

D. 0 Notice 
E. 0 Amendment 

0 Government Securities Broker 
q .Government Securities Dealer 
0 Government Securities Broker and Dealer 

Full name of the Financial Institution: 

Address of principal office of Financial Institution: 

Address of principal Office where government securities broker or government securities dealer activities will be con- 
ducted (if different than item (B)): 

Mailing address if different from (B) or (C): 

Name, title and telephone number of contact person with respect to this notice: 

Name Title Telephone 

4. Does Financial Institution conduct, or will it conduct, government securities broker or government securities dealer activi- 
ties at any location other than given in Question 3 above? A. 0 Yes B. c] No 

(If yes, provide addresses and describe activities.) 
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5. Furnish the name and title of each person who is directly engaged in the management, direction or supervision of any 
of the financial institution’s government securities broker or government securities dealer activities: 

Full Name 

6. 

7. 

Last First Middle Title 

Last First Middle Title 

Last First Middle Title 

Last First Middle Title 

Last First Middle Title 

Note: Attach a separate Form G-FIN-4 (or, if previously filed, a copy of Form MD.4 or Form U-4) for each person named 
in response to this Item 5. 

Has any “associated person” (see definition in paragraph A.7. of the Instructions) responded “yes” to any question in Item 
17 of Form G-FIN-4, or “yes” to one or more questions in Items 23 through 26 of Form MSD4 or Item 22 on Form U-4? 

A. 0 Yes 8. 0 No 

(If yes, attach a copy of Form G-FIN-4, Form MSD-4, or Form U-4 for all such persons with this Notice.) 
Note: The financial institution and the person executing this form are responsible for making an inquiry of all other employ 
ers of any associated person during the immediately preceding three years for the purpose of verifying the accuracy of 
the information furnished on Form G-FIN.). (See 17 C.F.R. 400.4(c)). Similar requirements are applicable to Form MD-4 
and Form U-4. 

The financial Institution submitting this notice and the person executing it represent that all of the information contained 
herein is true, current and complete. 

Please print name and title of person executing this notice: 

First Middle Last Title 

Manual Slgnature Date 
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l Notice By Financial Institutions of Termination 
of Activities as a Government Securities 
Broker or Government Securities Dealer 

(This booklet includes instructions and blank forms) 

Federal Reserve System 

Corporation 

Board of Governors of the 

Federal Deposit Insurance / 

Office of the Comptroller of the Currency 

Federal Home Loan Bank Board 

Securities and Exchange Commission 
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General Instructions for Form G-FINW 

l Termination of Activities as a Governmeh Securities 
Broker or Government Securities Dealer 

1. When to file 

A financial instltution that has filed a Notice of Government 
Securities Broker or Government Securities Dealer Activities 
pursuant to section l%(a)(l)(B) of the Securities Exchange 
Act of 1934 must file this notice with its appropriate regula- 
tory agency (ARA) when the financial institution ceases to 
act as a government securities broker or government securi- 
ties dealer. 

A notice to terminate activities as a Government Securi- 
ties Broker or Government Securities Dealer shall become 
effective for all matters on the 60th day after filing this notice 
unless the financial institution is otherwise notified by its 
ABA. 

2. How and where to file: Number of copies 

Each financial institution must file two copies of the notice 
with its ARA, one of which will be sent by the ARA to the SEC. 
Both copies of this Notice filed with the ARA shall be ex- 
ecuted with a manual signature in Item 5. The Notice shall 
be signed in the name of the financial institution by a prin- 
cipal officer who was directly engaged in the management, 
direction, or supervision of the financial institution’s govern- 
ment securities broker or dealer activities. 
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Notice by Financial Institutions of Termination of Activities as a 
Securities Broker or Government Securities Dealer 

Government 

1. Appropriate regulatory agency (check one): 

A. 

8. 

C. 

2. (a) 

(b) 

(cl 

0 Comptroller of the Currency 
q Board of Governors of the Federal Reserve System 
0 Federal Deposit Insurance Corporation 

Full name of the Financial Institution: 

D. 0 Federal Home Loan Bank Board 
E. 0 Securities and Exchange Commission 

Address of principal office of Financial Institution: 

Mailing address if different from (b): 

. Furnish the name and address of the person who has or will have custody or possession of the financial institution’s books 
and records with respect to the financial institution’s activities as a government securities broker or government securi- 
ties dealer: 

Full Name 

LOS1 Firs: Middle 

Address 

4. Furnish the address of the Place where such books and records will be located: 

5. The financial Institution submitting this notlce of termination of activities and the person executfng It represent that all 
of the information contained herein is true, current and complete. 

Please print name and title of person executing this notice: 

First Mlddle Last Title 
t 

Manual Signature Date 
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2. 

3. 

4. 
5. 

6. 

7. 

FORM G-FIN4 
4 f OMB APPROVAL ’ 

Disclosure Form for Person Associated with a 
Financial Institution Government Securities Broker or Dealer 

I OMB = 1505.0100 
: Exower: O/30/88 

P~lOfB 

Appliant N~nw * 
M First Mtdebdle (If non.. so SDoclfv I 

Finrncirl lnstitutlon Government S~WI~I~ Broker or Del&: 

A. Name 

6. AIpinrnion Numeer 

C Main Addras 

4 

I ! I I I I 1 * 

Offia of Empbvmmt of Aporiclnt 

Dnr of Empbvment of Awlkant I I 

To 80 Fikd With The Folbwing (Indiatr One): Mill 
DO YY 

Bard of Governors of the Federal Ruan System . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . t 

Comptroller of the Currrncv . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Z 
Fadrrrl Deposit lnsurrna brporrtion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . , Z 
Fodrrlkbmo LornBrnk Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C 

6ocurities and Exchrnga bmmission . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C 
It is rnticiplted t-t thr reliant will perform th folbwing functions iti th aprcitv indiated: 

CIorcity 

Suarvisorv Non-Suoevlsory 

A Undrrwrittng, trading or ales of govarnmont socuritles: 

6. Finrnaal Mvisorv or consultnrt servia for isawrr in connection with thr isturna of 
government secultla: 

C. Rich or invatmont &Ma. other tMn genml ocenomic informnim or advice. with 
rrrpM to government securities in EoIInoctIon wtth thr xtivitla doscrikd in (A) nd (61 
8boW: 

0 5 

0 0 

0 C 
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6. 
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(2) found you to hlw been involwd in J viol8tion of inwstment -relJtedreguiJtioneorJtJtutJJ? . . . . . . . . . YaO 
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busmar denied. tuspnded. revoked, or reariaed? . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ya 0 
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ratrlctiq your rctnntia? . . . . . . . ..*........................................... Yes a 
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NOC 
Not 

No C 
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(2) foundyoutohrw~involwdin8violJt~nofiarula? . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . Yes0 
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, 

G. Am you now rha subimct of any amplaint. inwstigltion. or pounding Kht wu# rauk in 1 
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FORM G-FIN4 ACKNOWLEDGMENT 

ia 

19. 

21. 

Applicant NI~O 

Financial Imdcution Gomnmont SeariMs Broker or Dukr Name 

Financial Institution Govrnmrm Soaridr Brokr or Dukr Addrrr 

Anrntion : 

Recaior Scamp 

WHEN THE FORM G-FIN-I IS RECEIVED 9Y THE APPROPRIATE REGULATORY AGENCY. THIS ACKNOWLEDGMENT WILL BE 
9E STAMPED TO SHOW RECEIPT AND REnJRNED TO THE PERSON NAMED IN ITEM 21. THE STAMPED ACKNOWLEDGMENT 
SHOULD BE RETAINED TO SUBSTANTIATE FILING. 
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PRIVACY ACT NOTICE FOR FORM G-FIN-4 
(To accompany Form G-FIN-I) 

GENERAL 

This information is provided in accordance with the Privacy 
Act of 1974, 5 USC 552a, to those applicants completing a Form 
G-FIN-4 (Disclosure Form for Persons Associated with a 
Financial Institution Government Securities Broker or Dealer) 
which is to be filed with the appropriate regulatory agency, 
as defined in section 3(a)(34)(G) of the Securities Exchange 
Act of 1934 (15 USC 78c(a)(34)(G)). 

AUTHORITY 

Section lSC(b)(l) of the Securities Exchange Act of 1934 (15 
USC 780-5(b)(l)). 

PURPOSE 

The appropriate regulatory agency will review the information 
reported on Form G-FIN-4 for the purpose of determining 
whether the applicant might be subject to disciplinary action 
pursuant to section lSC(cJ(2) of the Securities Exchange Act 
of 1934 (15 USC 780-5(c)(2)). 

EFFECTS OF NONDISCLOSURE 

Except for persons who have a current Form U-4 or Form MSD-4 
on file with their financial institution, persons who are or 
seek to be associated with a financial institution government 
securities broker or dealer are required to disclose the 
information necessary to complete Form G-FIN-I, except that 
disclosure of Social Security numbers is voluntary. Failure 
to disclose the necessary information may make an applicant 
subject to limitations on his or her activities with the 
financial institution government securities broker or dealer. 

ROUTINE USES 

The Department of the Treasury and the appropriate regulatory 
agencies regard the information provided by each respondent on 
this form as confidential. However, the information reported 
on Form G-FIN-4 may be routinely used by the appropriate 
regulatory agency as follows: 

i 
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1. To refer to the appropriate governmental authority, 
whether Federal, State, local, or foreign, or to the 
appropriate self-regulatory organization, such information as 
may indicate a violation or potential violation of law, 
regulation, or rule. 

2. To refer to the appropriate court, magistrate or 
administrative law judge such information as may be relevant 
to proceedings before any such court or judicial officer. 

3. TO make use of such information as may aid in the 
resolution of any action or proceeding: 

. In which the Federal securities, banking or commodities 
law: are at issue: 

b. In which the propriety of any disclosure of information 
reported on Form G-FIN-4 is at issue: or 

C. To which the appropriate regulatory agency or a 
or present member of its staff is a party or otherwise 

past 

involved in an official capacity. 

4. To disclose to a Federal, State, local or foreign 
governmental authority or self-regulatory organization such 
information as may be necessary to obtain from such authority 
or organization additional information concerning the 
associated person. 

5. To disclose such information as may be necessary to 
respond to a request from a Federal, State, local or foreign 
governmental authority or self-regulatory organization for 
information needed in connection with the issuance of a 
license, granting of a benefit, 
the associated person. 

or similar action affecting 

6. To disclose such information as may be necessary to 
respond to any congressional inquiry.made at the request of 
the associated person. 

INSTRUCTIONS FOR COMPLETING AND FILING FORM G-FIN-4 

GENERAL INSTRUCTIONS 

1. As used in these instructions and Form G-FIN-4: 
a. The term financial institution government securities 

broker or dealer means a government securities broker or 
dealer that is a financial institution and that is not exempt 
from regulation as a government securities broker or dealer- 
under Part 401 of Title 17, Code of Federal Reoulations. 

b. The terms applicant-and person associat;d with a 
financial institution government securities broker or dealer 
mean a person, other than a person whose functions are solely 
clerical or ministerial, who is directly engaged in any of the 



Th Bulletm 

written notice or otherwise comply- 
ing with the broker-dealer provi- 
sions. However, an institution that 
relies on these exemptions is 
required to comply with regulations 
contained in Part 450 concerning 
custodial holdings of securities and, 
depending on the exemption 
claimed, may be required to comply 
with the hold-incustody repurchase 
transaction rules in Section 403.5(d). 

l Issuing or handling Savings 
Bond transactions (which is also 
the only exemption where a 
thrift institution does not have 
to comply with the custodial 
requirements discussed below); 

. Submitting tenders for the 
account of customers for pur- 
chase on original issues of U.S. 
Treasury securities; 

Engaging in limited dealer 
activities, such as entering into 
repurchase or reverse repur- 
chase agreements, or sales or 
purchases in a fiduciary capac- 
ity; or 

Engaging in limited brokerage 
activities: either effecting fewer 
than 500 government securities 
brokerage transactions per year, 
or effecting brokerage transac- 
tions only through another gov- 
ernment securities broker or 
dealer on a fully disclosed basis 
where its employees perform 
only clerical, ministerial or 
order-taking functions. 

Custodial Reouirements: 

The above exemptions apply only to 
the notification and related require- 

- Darrel Dochow, Executive Director 

TB 27 

ments. All thrift institutions are 
required to comply with the regula- 
tions concerning custodial holdings 
of government securities (Part 450) 
and hold-in-custody repurchase 
transactions (Section 403.5(d)). 
Those regulations are summarized 
in the attached release. 

Further Information: 

Copies of the GSA regulations and 
additional copies of any forms may 
be obtained from the Bureau of the 
Public Debt, Government Securities 
Regulations Staff, Room 209, 999 E 
Street, N.W., Washington, D.C. 
20239-0001 or by calling (202) 376- 
4632. This office also handles 
requests for clarifications and inter- 
pretations of and exemptions from 
the regulations. 

Federal Home Loan Bank System Page 3 of 3 
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Notice to Thrift Management: 

Government Securities Act Requirements Applicable to All Financial Institutions 

PUR.POSE 

This document provides general information concerning those portions of the regulations implementing 
the Government Securities Act (GSA)’ that apply to all financial institutions, including those whose lim- 
ited government securities activities may exempt them from filing a brokerdealer notice with their fed- 
eral regulator. Specifically, certain provisions covered here apply (a) to all financial institutions that 
engage in repurchase transactions with customers while retaining custody or control of the subjj gov- 
ernment securities and fb) to all depository institutions that hold government securities for customers. 

Not discussed here are additional provisions of the GSA regulations that apply to financial institutions 
that are required to file as government securities broker-dealers. Managers should review the exemptions 
for limited government securities activities to determine whether they are required to file as government 
securities broker-dealers and are therefore subjj to other provisions of the regulations not covered here. 

This document is intended to highlight certain provisions of the GSA regulations. We recommend that 
you familiarize yourself with the actual provisions of the regulation that pertain to your institution. To 
assist you with your review we have enclosed an edited text of the regulations that apply to all financial 
hStitUtiOllS. 

DEFINlTION 

Government securities are defined at Section 3(a) (42) of the Securities Exchange Act of 1934 (see 15 USC 
78 c (a) (42)). For purposes of the GSA regulations, government securities include U.S. Treasuries, as well 
as securities such as obligations of the Government National Mortgage Association (GNMA), the Federal 
National Mortgage Association (FNMA), the Federal Home Loan Mortgage Corporation (FHLMC), the 
Student Loan Marketing Association (SLMA) and the Farm Credit System. “Off exchange” puts, calls, 
straddles and “similar privileges” on government securities are also considered to be government securi- 
ties for all parts of the regulations except for Part 450, the rules addressing custodial holding of securities 
by depository institutions. 

BACKGROUND 

Activities Affected bv the Government Securities Act Rewlations 

All financial institutions that engage in government securities activities are subject to the GSA regulations 
to some extent. To determine the extent of applicability, it is important to understand the exemptions pro- 
vided in the regulations. 

Partial ExemDtions for Limited Government Securities Activiti~ 

The GSA 
“8” 

lations permit financial institutions that perform limited ovemment securities activities to 
be exempt om some, but not all, of the regulations. (See Part 401 o B the Regulations) For example, a 
financial institution that qualifies for the limited-activity exemptions described below is not required to 
give notice of being a government securities brokerdealer; however, an “exempt” institution is still sub- 
ject to certain other GSA regulations outlined here. 

A financial institution is considered partially exempt from the GSA regulations if its government securi- 
ties activities are limited to one or more of the following 

(1) Handling savings bond transactions; 

(2) Submitting original issue tenders for Treasury securities for customers, on a fully disclosed basis; 
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(3) Doing limited brokering of gcwemment securities. This means either effecting fewer than 500 broker- 
age transactions per year or effecting all brokerage transactions on a fully disclosed network basis 
through a registered government securities brokerdealer, provided the networking arrangements 
meet conditions described in the regulations; 

(4) Engaging in limited government securities dealer activities. This means that the dealer-type activity is 
limited to sales or purchases in a fiduciary capacity and to repurchase/reverse repurchase transac- 
tiOI-tS.2 

All depository institutions, including those that qualify for exemptions (2) and (4) above, are subjj to the 
GSA regulations on custodial holdings of government securities. Additionally, all financial institutions 
engaging in hold-in-custody 

T 
urchase transactions, including those eligible for exemption (4) above, are 

required to comply with the SA regulations goveming hold-incustody repurchase transactions. It is 
these two portions of the regulations that are summa rized in this document. 

HOLD- IN-CUSl’UDY REPURCHASE AGREEMENTS 

All financial institutions that retain custody of securities sold under an agreement to repurchase must 
comply with the requirements for hold-in-custody repurchase agreements described in 17 CFR 403.5(d). 
For purposes of applying these requirements, the financial institution is also considered to retain custody 
of the repurchase agreement securities when the securities are maintained through an account at another 
institution (e.g., a correspondent bank, or the local Federal Reserve Bank) and the securities continue to be 
under the control of the financial institution. 

All hold-incustody repurchase transactions are required to be conducted pursuant to a written repur- 
chase agreement (see 17 CFR 4035(d)(l)(i)).s If the customer agrees to allow substitution of securities in a 
hold-in-custody repurchase transaction then authority for the financial institution to substitute securities 
must be contained in the written repurchase agreement (see 17 CFR 4035(d)fl)W). In all hold-incustody 
repurchase agreements where the financial institution reserves the right to substitute securities, the fol- 
lowing disclosure statement must be prominently displayed in the written repurchase agreement immedi- 
ately preceding the provision allowing the right to substitution: 

“REQUIRED DISCLOSURE 

The (seller) is not permitted to substitute other securities for those subjj to this agreement and 
therefore must keep the (buyer’s) securities segregated at all times, unless in this agreement the 
(buyer) grants the (seller) the right to substitute other securities. If the (buyer) grants the right to 
substitute, this means that the (buyer’s) securities will likely be commingled with the (seller’s) 
own securities during the trading day. The (buyer) is advised that, during any trading day that 
the (buyefs) securities are commin gled with the (seller’s) securities, they may be subject to liens 
granted by the (seller) to third parties and may be used by the (seller) for deliveries on other 
securities transactions. Whenever the securities are commingled, the (seller’s) ability to resegre 
gate substitute securities for the (buyer) will be subject to the (seller’s) ability to satisfy any lien or 
to obtain substitute securities.” 

No editing or paraphrasing of the above language of the required disclosure statement is permitted under 
the regulations with the exception that other terms may be substituted for the bracketed terms “buyer” 
and “seller”. If the disclosure statement is emphasized in any fashion that visually distinguishes it from 
other terms of the agreement, it will be acceptable for purposes of this section. 

Also, a financial institution issuing a hold-incustody repurchase agreement must disclose to the customer 
in writing that the funds held pursuant to the repurchase agreement are not a deposit, and, therefore, in 

a 

l 

3on‘4ugu8t1,1988,8nacepdoninthis on 
qwchase rcquirmwna was rescinded. F”i of the rqulations that aLlowed for avoiding all or part of the mqdremcnb @iable to the hold-incustody 

inmdrl institutions that hsd been relying on that aemption are new rquired to comply with the written repur- 
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the case of a bank, not insured by the Federal Deposit Insurance Corporation; in the case of a savings and 
loan association, not insured by the Federal Savings and Loan Insurance Corporation; in the case of a 
credit union, not insured by the National Credit Union Share Insurance Fund (see 17 Cl% 4035(dXl)(iii)). 

The regulations do not require written agreements for repurchase transactions where the securities are 
delivered to the customer or to another depository acting pursuant to a tri-par&e agreement with the 
financial institution and the customer. Refer to the Federal Finaxial Institutions Examination Council’s 
fFPIEC) endorsed policy statement concerning 

“p ments for all repurchase agreements (U.S. League o 
urchase agreements for general regulatory require 
Savings Institutions, Federal Guide, para. 11,757). 

For all hold-incustody repurchase transactions, written confirmations describing the specific securities 
subject to the transaction must be sent to the customer by close of business on the day the transaction is 
initiated, as well as on any day on which substitution of securities occurs (see 17 CPR 403.5(d)(lI(ii)1.4 The 
frequency or short duration of a particular type of transaction, such as an overnight repurchase agreement 
or a daily “sweep” of a customer’s deposits into a hold-incustody repurchase transaction does not elimi- 
nate the requirement for a financial institution to send a prompt and accurate confirmation to its cus 
tomer. Confirmations must identify the specific securities by issuer, maturity, coupon, par amount, mar- 
ket value, CUSIP or mortgage pool number of the underlying securities (see 17 CFR 4035(dX2Ni)). Market 
value is defined as the most recently available bid price for the security, plus accrued interest. 

Pooling of securities as collateral for repurchase agreements is no longer permitted. “Blind pooled” hold- 
in-custody repurchase transactions occur when a seller does not deliver securities and does not identify 
specific securities as belonging to a qxxific customer. Instead, the financial institution sets aside, or other- 
wise designates, a pool of securities to collateralize its outstanding repurchase obligations. The regula- 
tions require that the written confirmation sent to a customer must identify the specific securities that are 
the subject of the hold-inqustody repurchase transaction. A specific security identified to a customer must 
be in an authorized denomination, that is, in a deliverable par amount. 

CUSTODIAL HOLDINGS OF GOVERNMENT SECURITIES 

All de 
with 1 )P 

sitory institutions that hold or safekeep U.S. government securities for customers must comply 
CFR 450. These regulations apply where the depository institution holds the customers’ securities 

directly or maintains the customers’ securities through another institution. 

Definitions 

For purposes of Part 450, a customer is any party for whom the depository institution maintains U.S. gov- 
ernment securities. This includes a counterparty to a hold-incustody repurchase agreement. This 
definition does not cover a broker/dealer unless the broker/dealer notifies the depository that a security 
is in safekeeping for the broker/dealefs customers (see 17 CFR 450.2(b)). 

Subject to Fiduciary Standards 

that the rules and standards of the Comptroller of the Cur- 
Federal Reserve System and the Federal Deposit Insurance Corpora- 

securities in a fiduciary capacity are adequate to meet the 
Thus, depository institutions regulated by these agencies will be 

exempt from Part 450 requirements provided two conditions are met. The depository institution must 
adopt policies and procedures that subject the custodial holdings to all the requirements that the applica- 
ble banking regulatory agency imposes on holdings in a fiduciary capacity. Also, such custodial holdings 
must be subject to examination by the regulatory agency for compliance with these fiduciary require- 
ments, see (17 CFR 450.3 (a)(l)&(2)). 
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Fiduciary capacities under Part 450 include trustee, executor, administrator, registrar, transfer agent, 
guardian, assignee, receiver, managing agent, and any other similar capacity involving the sole or shared 
exercise of discretion by a depository institution having fiduciary powers that is supervised by a federal 
or state financial institution regulatory agency (see 17 Cl% 450.2(d)). 

The fiduciary exemption is not currently available to depository institutions regulated by the Federal 
Home Loan Bank Board. Thus, until such time as that exemption becomes available, those institutions 
must comply with the custodial holding requirements contained in 17 CFR 450. 

Custodial Holdine Reauirements 

In order to comply with the requirements of Part 450, depository institutions must observe several 
requirements. All government securities held for customers, including those subjjt to repurchase agree 
ments with customers, must be segregated from the depository+ own assets and kept free from lien of 
any third party or the depository (see 17 CFR 450.4 (a)(l)). A depository institution that holds securities 
held for a customer through another institution (“custodian institution”) must notify that custodian insti- 
tution that such securities are customer securities (see 17 CFR 450.4 (a)OXi)(A)). The custodian institution 
must maintain the customer securities in an account that is designated for customers of the depository 
institution and that does not contain proprietary securities of the depository (see 17 CFR 450.4(aX2)(i)(B)). 
Additionally, the depository institution must notify the custodian institution that these securities are to 
remain free of any lien, charge or claim in favor of the custodian or any persons attempting to make a 
claim through the custodian (see 17 CFR 450.4(a)(2)(iXC)). In turn, the custodian institution, upon such 
instructions from the depository institution, is required to treat the securities as customer securities and 
maintain those securities in accordance with Section 450.4. When holding customer securities for the 
depository, the custodian institution does not have to keep records that identify individual customers of 
the depository (see 17 CFR 450.4(e)), unless, of course, the custodian institution is also acting directly on 
behalf of the customer, such as in a t&party repurchase transaction. 

‘Where a depository institution maintains customer securities in an account at a Federal Reserve Bank, it is 
deemed to be in compliance with the requirements to hold customer securities free of lien if any lien of 
the Federal Reserve Bank or other party claiming through it expressly excludes customer securities. The 
depository institution is not required to maintain customer securities in a separate custody account at the 
Federal Reserve Bank, although such segregation is encouraged. However, the depository institution 
must segregate the customers’ securities on its own records. 

A depository institution may lend customer securities held in safekeeping to third parties and remain in 
compliance with Part 450. However, the depository institution must satisfy the requirements of 17 CFR 
450.4 (a)(6) which require the securities loan be made under a written agreement with the customer and at 
a minimum in compliance with regulatory agency guidelines for securities lending; refer to the FFIEC 
endorsed policy statement addressing securities lending. 

A depository institution engaged in safekeeping US. government securities for customers is required to 
issue to the customer a confirmation or safekeeping receipt for each government security held. The 
confirmation or safekeeping receipt must identify the issuer, maturity date, par amount and coupon rate 
of the security being confirmed (see 17 CFR 450 (b)(l)). 

Part 450 also requires that a records system of government securities held for customers be maintained 
separate and distinct from other records of the depository institution (see 17 CFR 450.4(c)). These records 
must (a) identify each customer and each government security held for a customer; (b) describe the cus- 
tomer’s interest in the security (such as “subject of repurchase agreement” or “pledged to secure a public 
deposit”); and (c) indicate all receipts and deliveries of securities and cash in connection with the securi- 
ties A copy of the safekeeping receipt or confirmation given to customers also must be maintained. 
Finally, this system of records must provide an adequate basis for audit (see 17 CFR 450.4(c)(l-5)). 

The requdd records under Part 450 must be maintained in an easily accessible place for at least two years 
and not disposed of for at least six years (see 17 CFR 450.4(f)). 

A depository institution providing safekeeping for customers’ government securities is required to con- 
duct a count of physical securities and securities held in book-entry form at least annually. An annual rec- 
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oncilement with customer account records must also be performed bee 17 CFR 450.4(d)). In order to 
count securities held outside the depository, such as book entry securities held at a Federal Reserve Bank, 
the depository must reconcile its records to those of the outside custodian (see 17 CFR 450.4(d)(l)). The 
depository institution responsible for the count must verify any securities in transfer, in transit, pledged, 
loaned, borrowed, deposited, failed to receive or deliver or subject to a repurchase or reverse repurchase 
agreement, when the securities have been out of the depositovs possession for longer than 30 days (see 
17 CFR 450.4fdK2)). The dates and results of the counts and reconcilements must be documented within 
seven days of the required count with the differences in securities counts noted (see 17 CFX 450.4(d)(3)). 
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2. 

3. 

4. 

8. 

FORM G-FIN-5 
Uniform Termination Notice for Person Associated with a 

Financial Institution Government Securities Broker or Dealer 

f OMO APPROVAL 
j Cm8 = 1Mloa : 
I Exolns: A/30/88 : 

P8g 1 ot 0 

Indindwl’s Nmu 
tic Fim Middle III non*, so soec~fv) 

Cawlty : 

Sadrl Socuity Numbs 

Finrnd Institution Government Socuritir Brokr or Do&r: 

a. Namr 

8. Registration Number 

C. Main Addrrtr 

Offia of Emplovmont Addrar 

Date Tormmrted 

Reason for Termirution-Ch&t ti: 

Rrignod* 

Dircharpld’ 

*Furnish full details on attached shsm if nlrted to a violation or pobablr violwion of banking or socurma law. 

Whilr rsaocirtod. was thr individual thr subject of rnv invmigation. poaoding, disaualifiation or dis- 
ciplinrv action by 8nv gomnmontal rgmcy pursuant to Section 1% of thr Socwitia Exchange Act 
of 1934 (15 U.S.C. 79o.5). 

“Furntsh full drtrlls on l aclwd shm. 

**Yea 0 No C 

08t8 Pmnt Num of Wror of Indiv~~ 

Person to Contra for Fvthw Information 

SigntIm of suww8or of Inolvlou8l 

ACCEPTANCE OF THIS FORM FOR FILING SHALL NOT CONSTITUTE ANY FINDING THAT THE INFORMATION SUBMITTED 
HEREIN IS TRUE. CURRENT, COMPLETE, OR NOT MISLEADING. INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACT 
MAY CONSTITUTE FEDERAL CRIMINAL VIOLATIONS. (Sa 18 U.S.C 1001 ad 1OOS. and 15 U.S.C. 78 11.1 
____________________~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~-~~~~~~~ 

FORM G-FINS ACKNOWLEDGMENT 

9. 

10. 

11. 

12. 

Recetot Stamp 

Namr of Individual 

Financial Institution hokr or Daakr Name 

Financial lmtitution Brokr 01 Dealor Addrem 

WHEN THE FORM G-FIN.5 IS RECEIVED BY THE APPROPRIATE REGULATORY AGENCY, THIS ACKNOWLEDGMENT WILL 
9E STAMPED TO SHOW RECEIPT AND RETURNED TO THE PERSON NAMED IN ITEM 12. THE STAMPED ACKNOWLEDG- 
MENT SHOULD BE RETA1NE.D TO SUeSTANTlATE FILWG. 
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FORM G-FIN-5 

This report is required by Section 1SC of the Securities 
Exchange Act of 1934 (15 USC 780-S) and the regulations 
thereunder, 17 CFR 400.4. The Department of the Treasury and 
the appropriate regulatory agencies, as defined below, regard 
the information provided by each respondent as confidential. 

1. As used in these instructions and Porn G-FIN-5: 
a. The term financial institution government securities 

broker or dealer means a government securities broker or 
dealer that is a financial institution and that has not been 
exempt from regulation as a government securities broker or 
dealer under Part 401 of Title 17, Code of Federal 
Regulations; and 

-b. The term person associated with a financial institution 
government securities broker or dealer means a person, other 
than a person whose functions are solely clerical or 
ministerial,, who is engaged in any of the following activities 
in either a supervisory or non-supervisory capacity: (i) 
underwriting, tradQg or sales of government securities, (ii) 
financial advisory or consultant services for issuers in 
connection with the issuance of government securities; (iii) 
research or investment advice, 
information or advice, 

other than general economic 
with respect to government securities 

in connection with the activities described in clauses (i) and 
(ii); (iv) activities other than those specifically mentioned 
which involve communication, directly or indirectly, with 
public investors in government securities in connection with 
the activities described in clauses (i) and (ii) above. The 
term also includes anyone engaged in the following activities 
in a supervisory capacity: (i) processing and clearance 
activities with respect to government securities and (ii) 
maintenance of records involving any of the activities 
described in this paragraph (b). 

Persons who function solely in a fiduciary capacity and 
persons whose sole government securitier activities are, 
without exercising any investment discretion and solely at the 
direction of curtoners, to receive and/or tranrrit customer 
orders to purchase or sell government securitier, but who do 
not give investment advice or receive transaction-bared 
compensation, are not "associated persons" and are not required 
to file this form. Directors and senior officers of the 
financial institution who may from time to time set broad 
policy guidelines affecting the financial institution as a 
whole that are not directly related to the conduct of the 
financial institution’s government securities business are not 
considered to be “directly engaged” in the activities described 
in this paragraph and are not required to file this form. 

a 
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2. FOG G-FIN-~ is to be used by financial institution 
government securities brokers and dealers to report the 
termination of association of a person with the financial 
institution government securities broker or dealer as provided 
in the rules of the Department of the Treasury, 17 CFR 400.4. 

This form should be used only when a form U-5 or MD-5 has 
not been filed with respect to such person. Termination 
includes transfer of an individual to another position in the 
financial institution that does not involve the individual in 
the activities included in the definition of person associated 
with a financial institution government securities broker or 
dealer. 

3. Financial institution government securities brokers and 
dealers are required to file Form G-FIN-9 with the appropriate 
regulatory agency as set forth below: 

a. The Comptroller of the Currency in the case of a 
national bank, 
the 

a bank in the.District of Columbia examined by 
Comptroller of the Currency, or a rederal branch or 

Federal agency of a foreign bank (as such terms are used in 
the International Banking Act of 1978); 

the 
b. The Board of Governors of the ?ederal Reserve System in 

case of a State bank of Federal Reserve 
a foreign 
bank, 

a branch or State agency a foreign 
a commercial company owned controlled by 

foreign bank such terms used in International 
Banking of 1978); 

C. 
a bank 

The tederal Deposit Insurance Corporation in the case of 
insured by the Federal Deposit Insurance Corporation 

(other than a member of the Federal Reserve System or a 
Federal savings bank); 

d. The Federal Home Loan Bank Board, in the case of a 
Federal savings and loan association, Federal savings bank, a 
District of Columbia savings.and loan association, or an 
institution insured by the Federal Savings and Loan Insurance 
Corporation; and 

l . The Securities and Exchange Commission, in the case of 
all other financial institution government securities brokers 
and dealers. 

4. Copies of ?orm G-FIN-S may be obtained from any of the 
appropriate regulatory agencies listed in instruction 3. 

5. An original and two copies of Form G-?1N-S and any 
attachments are to be filed by the financial institution 
government securities broker or dealer with the appropriate 
regulatory agency listed in instruction 3 within 30 days after 
termination of the association of the individual named in item 
1, except that (i) if the financial institution notifies the 

l 
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appropriate regulatory agency that the individual will remain 
in the financial institution’s employment and the financial 
institution continues to update information about such person 
as provided in 17 CFR 400.4(b), the Form G-FIN-S need not be 
filed until within 30 days after the termination of the 
individual’s employment with the financial institution, and 
(ii) if the financial institution is required to and has filed 
a Form U-5 or MSD-5 with respect to such person, the Form 
G-FIN-5 need not be filed. A financial institution government 
securities broker or dealer filing a Form G-FIN-S shall retain 
an exact copy in its records for at least three years 
following its filing. 

6. If more space is needed to complete an answer, an 
appropriate designation shall be entered in the answer space 
provided, and one or more attachment sheets shall be used to 
complete the response. All attachments shall be submitted in 
the same format as the items to which response is made and 
should be typed on white 8-l/2 by 11 inch paper. Answers to 
more than one question may appear on an attachment sheet if 
the questions are clearly identified. Attachments should be 
paginated and the name of both the applicant and the financial 
institution government securities broker or dealer should 
appear on every attachment sheet. 

7. Form G-FIN-S and any attachments may be duplicated by any 
method which produces legible copies of type size identical to 
that of the Form G-FIN-5 on white 8-l/2 by 11 inch paper. 

0. Form G-FIN-S shall be manually signed by the supervisor of 
the person named in item 1. 

9. All items on Form G-FIN-S are to be completed, except that 
disclosure of the individual’s Social Security number is not 
required if that information is unavailable. The date on 
which the Form G-FIN-5 is received by the appropriate 
regulatory agency shall be the date of filing. A Form G-FIN-S 
which is not prepared and executed in accordance with the 
applicable requirements may be returned as unacceptable for 
filing. Acceptance for filing shall not constitute any 
finding that a Form G-FIN-5 has been completed in accordance 
with those requirements or that any information reported on 
the form is true, correct, complete, or not misleading. 
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. . 

following activities in either a supervisory OK 
non-supervisory capacity: (i) underwriting, trading or sales 
of government securities, (ii) financial advisory or 
consultant services for issuers in connection with the 
issuance of government securities; (iii) research or 
investment advice, other than general economic information or 
advice, with respect to government securities in connection 
with the activities described in clauses (i) and (ii); (iv) 
activities other than those specifically mentioned which 
involve communication, directly or indirectly, with public 
investors in government securities in connection with the 
activities described in clauses (i) and (ii) above. In 
addition, the term includes anyone directly engaged in the 
following activities in a supervisory capacity: (i) processing 
and clearance activities with respect to government securities 
and (ii) maintenance of records involving any of the 
activities described in this paragraph (b). 

Persons who function solely in a fiduciary capacity and 
persons whose sole government securities activities are, 
without exercising any investment discretion and solely at the 
direction of customers, to receive and/or transmit customer 
orders to purchase or sell government securities, but who do 
not give investment advice or receive transaction-based 
compensation, are not “associated persons” and are not 
required to file this form. Directors and senior officers of 
the financial institution who may from time to time set broad 
policy guidelines affecting the financial institution as a 
whole that are not directly related to the conduct of the 
financial institution’s government securities business are not 
considered to be “directly engaged” in the activities 
described in this paragraph and are not required to file this 
form. 

2. Form G-FIN-4 is to be used by financial institution 
government securities brokers and dealers and persons who are 
or seek to be associated persons of such brokers or dealers to 
comply with the rules of the Department of the Treasury, 
17 CFR 400.4, which require the filing and keeping current of 
the Form G-FIN-I. This form is required only when a current 
Form U-4 or MSD-4 for the applicant is not on file with the. 
financial institution. 

3. Financial institution government securities brokers and 
dealers are required to file Form G-FIN-4 with the appropriate 
regulatory agency as set forth below: 

a. The Comptroller of the Currency in the case of a 
national bank, a bank in the District of Columbia examined by 
the Comptroller of the Currency, or a Federal branch or 
Federal agency of a foreign bank (as such terms are used in 
the International Banking Act of 1978); 
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b. The Board of Governors of the Federal Reserve System in 
the case of a State member bank of the Federal Reserve System, 
a foreign bank, a State branch or a State agency of a foreign 
bank, or a commercial lending company owned or controlled by a 
foreign bank (as such terms are used in the International 
Banking Act of 1978); 

c. The Federal Deposit Insurance Corporation in the case of 
a bank insured by the Federal Deposit Insurance Corporation 
(other than a member of the Federal Reserve System or a 
Federal savings bank); 

d. The Federal Home Loan Bank Board, in the case of a 
Federal savings and loan association, Federal savings bank, a 
District of Columbia savings and loan association, or an 
institution insured by the Federal Savings and Loan Insurance 
Corporation; and 

e. The Securities and Exchange Commission, in the case of 
all other financial institution government securities brokers 
and dealers. 

4. Copies of Form G-FIN-4 may be obtained from any of the 
appropriate regulatory agencies listed in instruction 3. 

5. An original and three copies of Form G-FIN-4 is to be filed 
by the applicant with the financial institution government 
securities broker or dealer, whichswill in turn file the 
original and two copies with the appropriate regulatory agency 
listed in instruction 3. The applicant is responsible for 
keeping the form current by filing, within 30 days after the 
occurrence of any event that makes the information in the 
currently filed form incomplete or incorrect, an original and 
three copies of a statement showing the changed information in 
a form acceptable to the appropriate regulatory agency. The 
financial institution government securities broker or dealer 
will retain the third copy of a complete form, including all 
updates, in its records for at least-three years after the 
applicant’s employment or other association with the 
government securities broker and/or dealer function of the 
financial institution has terminated, or after a Form G-FIN-5 
has been filed, whichever is later. 

6. If more space is needed to complete an answer, an 
appropriate designation shall be entered in the answer space 
provided, and one or more attachment sheets shall be used to 
complete the response. All attachments shall be submitted in 
the same format as the items to which response is made and 
should be typed on white 8-l/2 by 11 inch paper. Answers to 
more than one question may appear on an attachment sheet if 

, 

j 
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the questions are clearly identified. Attachments should be 
paginated and the name of both the applicant and the financial 
institution government securities broker or dealer should 
appear on every attachment sheet. 

7. Form G-FIN-4 and any attachments may be duplicated by any 
method which produces legible copies of type size identical to 
that of the Form G-FIN-4 on white 8-l/2 by 11 inch paper. 

8. Form G-FIN-4 shall be manually signed on page one by the 
supervisor of the applicant and on page three by the 
applicant. 

9. ~11 items on Form G-FIN-4 are to be completed, except that 
disclosure of one’s Social Security number is not mandatory. 
The date on which the Form G-FIN-4 is received by the 
appropriate regulatory agency shall be the date of filing. A 
Form G-FIN-4 which is not prepared and executed in accordance 
with the applicable requirements may be returned as 
unacceptable for filing. Acceptance for filing shall not 
constitute any finding that a Form G-FIN-4 has been completed 
in accordance with those requirements or that any information 
reported on the form is true, correct, complete, or not 
misleading. ’ 

INSTRUCTIONS TO SPECIFIC ITEM ON FORM G-FIN-4 

10. Items 2 through 7 are to be completed by the financial 
institution government securities broker or dealer empl;r;ng 
or proposing to employ the applicant named in item 1. 
other items are to be completed by the applicant. 

11. Item 3: Give the address of the office of the financial 
institution government securities broker or dealer in which 
the applicant is or will be employed. 

12. Item 5: Indicate the appropriate regulatory agency as set 
forth in instruction 3. 

13. Items 15 and 16: All time periods must be accounted for. 

14. Item 17(a): Although this item relates only to 
convictions during the past 10 years, it should be noted that 
section 19 of the Federal Deposit Insuranch Act (12 USC 1829) 
prohibit8 an insured bank, 
the Fcdera i! 

except with the written consent of 
Deposit Insurance Corporation, from employing any 

person who has ever been convicted of a criminal offense 
involving dishonesty or breach of trust. 
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practicable. the information should be 
segregated from information for which 
conhdential treatment is not requested 
and should be clearly marked as 
confidential. 

[v) Information designated as 
confidential in accordance with 
paragraph (c)(,)(iv) of this section shall 
not be disclosed to a person requesting 
such information other than in 
accordance with the procedures outlined 
in the Department’s regulations 
published at 31 CFR 1.6. 

(vi] An original and two copies of 
each request letter shall be submitted to 
the Office of the Commissioner. Bureau 
of the Public Debt. Room 553.9H E 
Street NW.. Washington. DC 202394lOOl. 
The envelope shall be marked 
“Government Securities Act Request.” 
The letter shall indicate in the upper 
right hand comer of the first page the 
particular sections of the Act and of the 
regulations at issue. 

(rj A written response by the 
Department to a requert filed as stated 
in paragraph (c)(3) of this section shall 
be binding. with respect to the requester. 
on the Department, but shall cease to be 
bindi if the facts are not as stated in 
the request or. prospectively, if the 
Department issues a superseding 
interpretation. In responding to such a 
request. the Department will. where 
appropriate, consult with and may 
obtain the formal umcurrence of the 
appropriate regulatory agencies or their 
staffs. The Deoartment understands that 
even if fonnal~concumna is not 
received the appropriate regulatory 
agencies and self-regulatoy 
organizations will give appropriate 
deference to binding interpretations of 
the Department. The Department also 
expects the SEC staff to reflect such 
interpretations in responding. pursuant 
to the established procedures of the 
Commission. to no-action requerta 
concerning rules the SEC aafoms. 

(5) The Department msy decline to 
issue an intetpretati0n for any reason 
m&inputicular.m8ym@rethala 
requester make inquiry of tta 
appropriate regulatory agency. the 
Commiuion or designated examin@ 
authority befors ths Department 
reapon& to a reqwrt. 

(8) Th Department will aho provide 
info4 Ural and wrItten advice, but 
such advice is not binding on the 
Department or on any Other agency or 
0glniutiOQ. 

(7)(i) Except as provided in 
paragraphs (c)(S)(iv] and (c)(7)(ii) of this 
section. every letter or other written 
communication requesting the 
Department to provide interpretive legal 
advice under the Act or to grant, deny or 
mod@ an exemption. classification or 

modification of the regulations. together 
with any written response thereto. shall 
be made available for inspection and 
copying as soon as practicable after the 
response has been sent or given to the 
person requesting it. These documents 
will be made available at the following 
location: treasury Department Library. 
Room 5030. Main Treasury Building. 
I!KKI Pennsylvania Avenue. NW.. 
Washington. DC 20220. 

(ii) Any penon submitting a letter or 
communication may also simultaneously 
submit a request that the letter or 
communication and the Department’s 
response be accorded confidential 
treatment for a specified period of time 
not to exceed 120 days from the date the 
response has been made or given to 
such person. The request shall stste the 
basis upon which the request for 
confidential treatment has been made. If 
the Department determines that the 
request for confidential treatment 
should be denied. the requester will be 
girrn 30 days to withdrew either the 
request for confidenttai ireatment or the 
letter or communication requesting an 
interpretation. classific3tion. or 
exemption. 

Romaintng trxt 01 this prrt not included 
In this l xcorpt. 

PART 4Ol-EXEYPTlOMS 

sa 
101.1 Exemption for organizationa handling 

transactions in United States Savings 
Bonds. 

4Dl.2 Exemption for depositoy inrtitutions 
that submit tenden for the account of 
customers for purchase on original isrue 
of United Staler Treasury &ties. 

4Ol.3 Exemption for financi& institutions 
that are engaged in limited government 
@ties brokerage activities. 

a.4 Bxemption for fuuncial institutions 
engaged in Limited pvemmeat secuMisr 
daaler l ctlvttias. 

4Dl.S Exemption for corporate credit unions 
emmezltMcwtties 

zzzziFZ%tImimr. 
a.0 Bxempuon for bran&es sad sgendes 

of fomtgn banks thst deal roiely wtth 
rum-United States dtisens mtdmt 
off&ore. 

4m.7 T~exemptkmforart&l 
go=amaltsoalritlaskdunaad 
da&m term&at@ bustneas on or before 
octobor3l.lm7. 

lold %qcmyexempUonfar~t 
-auittoobrokemulddedamtimtue 
futures commlsaion merchaats rsglstermd 
wtulthecFlc 

~Sac101.Pub.Loemr.iwStat. 
saoo (15 USC 7&H(a)(4)). 

Irol.1 Exm@alkrm 

~~htJ---- 

Art oganlmtion that handler United 
States Savings Bond transactions. 
including a qu&ied issuing or paying 

agent or an organization that 
l ccOmmOdates customers or employees 
by forward@ requested transactions to 
qualified issw or pay&g agents or the 
Treasury and wboss transactiOns in 
pvemment umrttics are limited to 
these transactiOns and such other 
l ctivltia that are exempted by the 
mguhionr under this subchapter. shall 
be exempt from the proviai~ns of section 
IX (a). (b) and (d) of the Act (IS USC. 
7&M (a). (b). Id)) and the mgulrtio~ of 
this rubchapter. For the purposes of this 
aectioh the term “United States Savings 
Bond” means any savings-type security 
offered by the Treasury. including all 
series of United States Savings Bonds. 
United States Savings Notes and United 
states Savings stamps. 

I&la --m 
tmmlMom~dmncan&rsta?~ 

(a) Subject to the requirements of 
paragraph (b) of this section. a 
depository institution that submits 
tenders or subscriptions for purchase on 
original issue of United States Treasury 
securities for the account of customers 
on a fully disclosed basis, whose 
transactions in government securtties 
are limited to such transactions and 
such other activities as have been 
exempted by regulation under this 
subchapter shall be exempt from the 
provisions of section 1SC (a). (b) and (d) 
of the Act (15 U.S.C. 7&-5 (a). (b). (d)) 
and the regulations of this subchapter. 

(b) A depository institution that relies 
on the exemption contained in 
paragraph (a) of this section is required 
to comply with the regulations of Part 
GO of this chapter concerning custodial 
holdings of government securities. 

(c) For the purposes of this section, 
“depository institution” has the meaning 
rtated in clauses (i) through (vi) of 
section lB(b)(l)[A) of the Federal 
Reserve Act (12 U.S.C. 481(-b)(l)(A)(i)- 
(vi)) and also includes a foreign bank, an 
rgancy or branch of a foreign bank and 
a commercial lending company owned 
or ambulled by a foreign bank (II such 
terms us used in the International 
Bank&;” of 1978. pub. L Q!XM. 92 

. 

srors EXonQwnlOr-m 
Umtn~hknttedgovammm 
-brOkn@o- 

(a)(l) Subject to the requirements of 
paragraph (b) of this section. a financial 
institution shall be exempt from the 
provirioru of mctionr 1X (a). (b), and 
(dl of the Act (15 USC. 7So-5 (a), (b). 
(d)) and the regulations of this 
subchapter, unless it acts as 8 
government securities broker by: 
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(i) Holding itaclf out aa l govcmmcnt 
wxuriticr broker or interdealer broker. 
Or 

(ii) Actively roliciting purchrrer or 
wlea of govcmment 8ecuritiu on an 
agency barir: 

(2) Notwithhndirg the pmvisionr of 
paragraph (a)(l) of thir aectian. l 

financial institution shall not be 
regarded u l ctiq l # a govemmmt 
8echtin bmker within the - of 
thisMctiOnifit: 

(i) Efiecta fewer than 500 govemment 
wcmitiea w tmnaactioru (other 
than truuactiona de&bed in 11101.1 
or 4Ul2) per yeu. or 

(ii)Effectaall8~chtmmctions (other 
thaa-ctiauda~bedin~t 4ol.l 
or 4tn.2) pamant to a c~ntracturl or 
other amngement with one or more 
govemmen~titier broken or dealers 
each of which bar resristered or filed 
notice pursumnt to se&on lSC(a)(l) of 
the Act (15 U.S.C. 7&+5(a)(l)) (each 
referred to u the “transacting 
governmentaecu&ier broker or dealer”) 
under which the transacting government 
securities broker or dealer will offer 
recurities rervicer on or off the premirer 
of the financial institution. provided 
tha1: 

(A) The trans8cting government 
securitier broker or dealer ir cleerly 
identified to customers e8 the person 
performing the recuritier rervices; 

(B) Financial institution employee8 
perform only clerical and minirteriel or 
order-tek@ functions in connection 
with government 8ecuritio transections 
unlers such employeer are urociated 
persona (as defined in i 40&S(c) of this 
chapter) or registered representative8 of 
thhtrazvemment aecuritier 

. 
(C) Fticial institution cmploym do 

not receive comperwtion for 
government uxwities activities other 
than clerical or ministerial fimctionr 
unhw ruch employees are errocieted 
persona (am defined in I 400.3(c) of this 
chapter) or registered representative8 of 
the truuacting (pvernmen t aecmitia 
broker or &alar. and 

@)SuchnerviwsuepIwidedonr 
fully disclosed barir by tbc transacting 
govanment wauitiea broker or de&ler. 
is, the transam #ovCmmant 
seauitiar bmker or dealer receivea 8nd 
umintai~ all mquimd information 
conctm@ esch aMnmer* itr trading 
urd -t. 

(b)(l) A firlancial -on that relicr 
untheexemptioncantainedin 
paragraph (a) of thir wction ir required 
to comply with the regulrtiona of part 
4al of thi# chapter con- custodial 
boldingr of menune nt eec&tie~ for 
Customers. 

(2) A brmcb or agency of a foreign 
bank that relier on the exemption 
canttied in pumph (a) of thir 
section ir in addition requirtd to comply 
with 8 403.5(e) of this chapter. 

(cl For the purposea of this section 
‘yIp;nciel inititutlon” includm en 
lMumdcmditunion.udefiDedhl2 ____~ 
USC. 1752(7). 

(a) Subject to the mq-t@ of 
paragmph(b)ofthiWctioxWbu-l 
lnatttution rW be 4xempt from the 
provirionm of Sectionr 15C (a), (b). and 
(d) of the Act (15 U.&C 780-5 [a). (b). 
(d)) and the reguM.i~nr of thi8 
rubchapter if it8 government raavlticr 
de&ler rctivitier ue limited to one or 
more of the following activities: 

(I) Sales or purchewr in a fiduciary 
Upcity: 

(2) The rale and rubmquent 
repurchare and the purchase and 
aubrquent resale of government 
recuritier purruant to a npurchere or 
reverse repurchase agreement: and 

(3) Such other rctivitiel 8~ have been 
exempted by regulation under thir 
r&chapter. 

fblf1l A financial institution that relies .--. , 
on the exemption contained in 
DrraRraDh (a) of this section ir required 
io coinpiy l&h: 

fil The reaulationa of Dart 450 of this 
d&et coals cur&iel holdingr of 
gcf~mment recuritier for curtomen; 

(ii) Section 403.5(d) of thin chapter 
concerning certain mpurcha8e 
tranoectionr with customers. 

(2) A bmnch or agency of a fomign 
bank that mlies on the exemption 
conteined in paragraph (a) of this 
section ir in addition mquired to comply 
with f 40%5(e) of thir chapter. 

(c) For the purposem of this unction 
Yinanciel imtitution” Lncluder an 
insured uedit union, •~ d@ned in 12 
USC. 1752(7). 

RenWtning text ol this Dalt not includBd 
In thlr l xcWpt. 

l AuT4o2-FlNAWlAl 
-BlLflY 

lMututionJ: apedel rules for futwes 
-ion merchantr and government 
Mcuritie# inlerdeain brdun: etktive 
detc. 

4U2.2 Capita) requiremenU lot rCg;rti 
government securitiej brokem and 
deakn. 

a AppendixA4zahadatlanof~t 
rwI haircut for pkupOme8 of I 4022&)(Z). 

z ggg’ cconrolidated 
akuhioa of liquid capital and total 
ELfOr cmtain mkidiaries and 

ylttd Appkdix D-uodifiution of 
8 a&t&a-td of thir title. nhttrq to 
utiafactaym-tiOa~~* 
forpnpowrOfI- 

Tort 01 thb pall not Mudoa hl this 
.-. 

PARTSCnoNoF 
-SECtMTESAwD 

-2 Hypotheatioo of awtoma aecuritien. 
UBJ Ur of nu(omm’ free credit balancea. 
105.4 Custoaur prote&-ea xnd 

cuotody of walftttn. 
a.5 Cwtody of wcurittea beld by finxncirl 

hntitutionm thrt are pvenunenl 
aecwitier b&on or dexlen. 

a.8 Complixnce with pxrc by futurer 
-onmerchulto. 

Ul3.7 Effecttve dates. 
w See tm. Pub. L aWin. too Stat. 

sa~o (15 U.S.C. 7&+(b)(r)(A). (b)(z)). 

lnltial text 01 this part not included in 
tills l xcorpt. 

(d)(l) A financial insWulion that 
retains cuttody of securities that are the 
subject of a repurchase agreement 
between the financial institution and a 
counterparty Bh.all: 

(i) Obtain the repurcheae agreement in 
writing: 

(ii) Confirm in writing the specific 
recuritier that en the rubject of a 
repurchase tranrrction pursuant to such 
agreement et the end of the day of 
initiation of the transection end at the 
end of my other dry during which other 
recuritier are rubrtituted if the 
substitution results in a chrnge to iaruer. 
maturity date. pu amount or coupon 
mte mpecificd in the previour 
COdhBdiOn; 

(iii) Advime the counterparty in the 
mpurclmw agreement that the funda 
held by the financial fnrtitution pursuant 
to a mpurchrre truurction are not a 
depo& and therefore are not insured by 
the Federal Depodt lnrumnce 
Co~tion, the Federal Sevingr end 
Loan Ituurance Corporrtion or the 
National Credit Union Shue Insurance 
&XI, l m applicable: 

(iv) If the counterparty agreen to grant 
the financial institution the tight to 
rubrtitutc recuritier. iDdude in the 
written repurcharc agreement the 
provieion by which the financiel 
inrtitution retaina the rig&t to rubrtitute 
eecuritier; 
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ATTACHED IS AN EXCERPT OF THE GOVERNMENT 
SECURITIES ACT REGULATIONS THAT HAS BEEN 
PREPARED TO HIGHLIGHT THOSE PORTIONS OF 
THE REGULATIONS APPLICABLE TO ALL FINANCIAL 
INSTITUTIONSlDEPOSITORY INSTITUTIONS. 

IT SHOULD BE NOTED THAT OTHER PORTIONS OF 
THE REGULATIONS NOT INCLUDED IN THIS EXCERPT 
ARE APPLICABLE TO SOME FINANCIAL INSTITUTIONS. 

FOR THE COMPLETE REGULATIONS, SEE 17 CFR 
PARTS 400-405,449, AND 450, AS AMENDED AUGUST 1, 
1988 (53 FR 28978). 

October 1988 
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mAPTEalv--#cmTuENToFT)(E 
TNEAsmY 

SUBCHAPTER A-REWLATlONB UNOER 
SECltONlSCOfTNUCURmU 
ExcHA8mEAcToF1mB 

Rrl 
IQ) Ruler of GelWral Appliution 
sol Exemptiwr 
402 FinsncialReapo~ibUity 
~3 Rotectioa of Customer Suuritia lad 

Balulc8a 
4w Recordksepio# sod Resewstioo of 

Record8 
40s Reportr sod Aodit 
Us Fonnx. Section 1X: of the Smwitien 

ExchAn#e Act of is34 

SwaUMER~olRATK)lg- 
TmE11oFTI4EOo- 
wcunrnE9 ACT ff lam 

MO Custodial Holding, of Government 
Securitie, by Deporitory inetitutionr 

-A-aEouu~uNoEn 
SECTtOU1SCOFTV+ESECURflfES 

. EXCHANOE ACT Of lS34 

PART 4OO-RULEs OF GENERAL 
APPLlCATlON 

su. 
400.1 scope of Rgulatione. 
~OO.Z office rerponrible for resulationr: 

filii of resueste for exermiionr. for 
int&etrtionr. and of o&r materials. 

400.3 Definitioru. 
400.4 Infonnrtion concerniq l reociatcd 

perronr of financial inotitutionr tbsl sre 
govemmeol recuritiea broken or dealen. 

400.5 Amendmentr lo application for 
resistretion and lo notice of etetun l e a 
government r&tin broker or dealer. 

400.0~ Notice of witbdrswsl from burinerr l e 
a government Hcuritiee broker or dealer 
by a fins&al institution. 

Author@ See 101. Pub. L oesn. loa SW. 
3209 (15 us.c 7&-s). 

(a) Title I of the Covcmment 
Securities Act of I= (pub. L Qe671. 
loo stat Sam) amends the fhcuritier 
Exchange Act of lQjl(4a Stat. SSl905; 

15 UAC. chapter 2B) (“Act”) by ad& 
section IX. l uthorixing tbc Secreta~ of 
the Treasuy to promulgate regulations 
concerning the financial responsibility, 

gro 
tsction of clutomer aecuritim uld 

ahIlce* reaxdkeep&q and mport@ 
of broken and dealera in government 
aealritk8. Ihow mgulat.ioLu comtihlte 
subchapter A of this chapter. unless 
otherwise explidtiy provided, all 
regulations in this subchapter apply to 
all goverrrmcnt securities broken or 
dealen. inclu~ registered brokers or 
dealen and financial institutions. 

(bl Section lx(a)(l)(A) of tbe Act (IS 
USC 7&-5(a)(l)(A)) mquim all 
government sscwlties broken and 
government securities dealers. except 
those who us brokers or dealers 
registered pursuant to section 15 or 

ssction 15B of the Act or financial 
inrtitutiom. to register with the 
Securities and - Commirrion 
(‘Commiuion”). Regulation concerning 
registration ars at # 240.1~1 al seq. 
of this title. The Commission is 
responsible for the intemtation of the 
definitions of Ipve nunentsscuIities 
broker and govanlmal t securities dealer 
and of the ragulations at 8 ~0.rs~lz-1 
et seq. 

(c) Section MC(a)(l)(B)(i) of the Act 
(IS USC. 78o-WaKlMB)(i)) raquiras l U 
pvemment securities brokem-or dealers 
that are also rsgislered brokers or 
dealers to notify the Commission of their 
status as (pvenunent securities broken 
or dealen. Regulations concaning 
notics are at 8 240.15Cal-I of this title. 

Id) Section IX(a)(l)(B)(i) of the Act 
also requires all government securities 
broken or dealen that are financial 
institutions lo notify the appropriate 
regulatory agency. as defmed in section 
3(a)(M)(G) of the Act (IS U.S.C. 
78c(a)(34)(G)). of their status as 
government securities broken or 
dealers. The form of notice, Form GFIN. 
is at 8 119.1 of this chapter. Fonnr are 
available from the appropriate 
regulatory agency. 

(a) office responsible. The regulations 
in this chapter are promulgated by the 
Assistant Secretary (Domestic Finance) 
pursuant lo a delegation of authority 
from the Secretary of the Treasury. The 
office responsible for implementation of 
the regulations. including interpretations 
and action on requests for exemption, 
classification or modification. is the 
Office of the Commissioner. Bureau of 
the Public Debt. 

(b)(l) Exemptions ond clorrificotionr. 
Section l!iC(a)(4) of the Act (IS USC. 
7&+6(a)(4)) l utborixas the Secretary to 
exempt any 8ovenunent securities 
broker or dealer or class thereof, 
conditionally or unamditionally, from 
the requirements of rsgistration or 
rqulations promulgated undar wction 
ISC. In additim saction MC(b)(S) of tba 
Act (15 USC. 7&-S(b)(S)) providem for 
classification. by tbe f3ecretuy. of 
government securities brokers or dealsus 
and l utborircr the whole or partial 
exemption of classas from ruler under 
mction IX or the application of 
differant stand&s to differsat clusas. 

(2) IntupM47tion8. Although the 
appropriate regulatory a8ancies. as 
defiaed in i 400.3. and the salf- 
rqulatoy oganizations. as definad in 
section 3(a)(Z6) of the Act (IS USC 
78c(a)(28)), have enforcement 
msponsibiilty under section ISC of the 
Act, Treasury is responsible for 

a interpretation of section lx(b) 0& e 
Act (IS U.S.C. 7&-s(b)) and related 
sectionr snd for intemtstion snd 
amendaunt of the rs&tions under ti 
chpter (with the exception of Formr ( 
FINandcXINw.~~440.1and44&20 
this cbauter. which m the 
mponsibility of the Baud of Coverno 
of the Feded Reserve System 
r-Board% 

(c) Reqktr for interpretutionr. 

+wllQtl~oN, cia88ifialtiON. (I) 
Inlerprelalions under this chapter 

may be provided. at the discretion of th 
Depsrtmcnc. lo firma or individuals 
actually or potentially affected by the 
Act or regulstiona. or to thetr 
representatives. 

(2) Exemptions and classifications 
under sections 1X (a). (b) and (d) of t 
Act (15 U.S.C. 76~5 (8). (b). and (d)) a 
related sections and Treasury 
regulations thereunder may be providl 
at the discretion of the Department an 
after consultation with the SEC and 1) 
Board. to finnr or individuals actually 
potentially affected by the Act or 
regulations. or to their representatives 

(3) All requesta for exemptions and 
classifications. and all rsquests for 
bind@ interpretations. shall be in 
writing, and shall conform to the 
following procedures. 

(i) The names of the cornpan! 
a companies end all other person 

involved shell be stated. Letten 
pertaining to unnamed companies qr 
persons or hypothetical situations wil 
not be answered. 

(ii) The letter murt contain a concis 
but complete statement of all materia 
facts. e complete and accurate 
description of the entire transaction if 
the request is transactional (even th01 
a request may apply to only a portion 
a transaction). and a concise and 
unambiguous statement of the reques 
including precise statutory and 
rsgulatoy citations. 

(iii) The letter shall indicate why tb 
writer believes a problem exists or 
interpretation is need& the writer’s 
opinion on the matter. and the basis P 
such opinion. 

(iv) In addition to request1 for 
confidential treatment under paragraph 
(c$o()(ii) of thir ssction. a psnon may 
request confidential trsatment of 
information that ie submitted as part of 
or in rupport of. a request for 
interpretation. exemption. or 
dsrsification. A sepante request for 
confidential treatment and the basis fol 
euch rsquert shall be rubmitted et the 
time the information for which 
confidential treatment ir rsquerlsd is 
submittsd. The rsquerl for confi;- .>I 
treatment muet specifically ident 0 ,e 
information for which such confidential 
treatment is requested. To the extent 



(v) If the c~~nterputy agrees to pant 
the financial institution the right to 
eubetitute aectn+tiea. inch& in the 
written repurcbaae qfreement the 
following die&sure rtatement. which 
muat be prominently displayed in the 
written repurchaaa l greelnent 
immediately pm&.&) the pmviaion 
gOVehI? the ri#ht to l ubetihaioIE 

--- 

The Idw] b not permittad to Bhmute 
ouwreetauitieefortbaealbjecttotbtr 
~entuuttbadoremuetkaptbe 
(buy&r] oeauiua Be#ro#etud et all ttmel. 
unleu&tbie .s---t~Ibulm)s-~ 
tbe [seller] the ri&t to RdNthute other 
eec&,“,“,” lboralpln~ the rW to 

meuutkuttbe(boyorr) 
waMieawfullkefyb8xxln&@witbtbc 
(&ler’r] a dtia d&o4 tbc trudiq 
dry. The (buyer1 b l dvteed tlut duriq any 
tNdin5 by tiut the (buyer’s) eeauMer are 
lXnm@hd with tbe (rllcr’r] #ecuMel. they 
my be aobject to beoe 5rented by tbc (reller] 
totbtrdpertiea~odmeybeusedbytkc 
(rller] for dclivericr on other securitier 
trenuctiw. Whenever the securities are 
commir@ed. the (rller’r] ability to 
mate l ubetttute eecuritin for the 
(buyer] will be eubject to the @dler’r] l bility 
to utirfy my lien or to obtain rubrtitute 
rcuritier.“: cod 

(vi) Mnintain po~ecerion or control of 
l ecuritiee that are the rubject of the 
element in accordance with f 450.4(e) 
of this &apter, except when exercising 
ita right of substitution in accordance 
with the provisions of the agreement 
and paragraph (d)(l)(iv) of this section. 

(3)(i) A confnmation iaaued in 
accordance with pamgraph (d)(l)(h) of 
thir section ahah apecify the issuer, 
maturity date, coupon rate. par amount 
and market value of the eecurity and 
shall further idcntify l CUSIP or 
mortgage-backed security pool number, 
a8 appropriate. except that a CUSIP or a 
pool number is not required on the 
confirmation if it ia identified in internal 
records of the broker or dealer that 
designate the l pecific security of the 
counterparty. For purpo~a of this 
paragraph (d)(3). the market value of 
any aecwity that is the subject of tbe 
repwchrae tranaacticm ahall be the most 
recently available bid price plus l ccnred 
intenet. obteined by my naaonable 
and conaietmt methodology. 

(ii) A person that is I non-US. citixen 
r&ding outride of the United States or a 
foreign awpomtioa pdIw7ahip. or tturt 
may weiw. but only in writ& the right 
to receive tbe amfbmetion required by 
pregreph (d)(l)(U) of thie eect~oa 

(31 ‘Ihis P-W@ 0.V ~~ZPPP 
torrepurehucagnreWn 
financial inrtitution and I broker or 
dealer (including a @ovemment 
l ecuritiee broker or deelcr). l regietmd 
municipal eecuNee de&r, or e director 

or principal offtcer of the financial 
inatitution or any person to the extent 
that his claim is expiicitiy subordinated 
to the claim8 of credlton of the fiiancial 
institution. 

Romelning text of this pert not included 
tn thle l xeelpt. 

Sowmrnent sect&tier broke& and 
&elm. 

41X.4 Records to be mede end p-cd by 
pvemment ncurities brokers and 
dealen thrt l re financial institutione. 

101.5 Secmitier counts by re&rtered 
pvcmment securities broken and 
deelen. 

Text of thie part not included in thle 
excerpt. 

PART 4OCREPORTS AND AUDIT 

Qu. 
Ut5.1 Applicrtion of pert to mistered 

broken end derlen rnd to fiirnciel 
institutions; transition rule. 

405.2 Report8 to be mrde by registered 
aovemment securities brokers end 
dealers. 

405.3 Supplementel cutrent finrnciel end 
operrtional reports to be mede by certrin 
regimtered aovemment l ecurttiee brokere 
and deelen. 

105.4 Finenciel recordkeeping end reporting 
of cwency end foreign trenrrctionr by 
rcgirtcred Ipvemmeot recuritier broken 
and deelm. 

yorl of this part not inctuded in this 
l xoorpt. 

PARTu-ys,BanoNlscoF 
7~ fscuRmL8 ~xcwdc3 EACTW 
1@34 

k 
440.1 Farm C-FIN. aotSution by financial 

tnstth~tio~ of status es pvemment 
eecurities broker ordealer pursuant to 
eection 13C(a)(1)(B)(i) of tbc %curtttee 
Exckao5e Act of lm4. 

MQZ Form G-FINW. rdfiution by 
-1 institutions of m#etioa of 
rtNU a8 uovetameu t aeatrltias broker or 
deakr p&ant~to se&on ~QC(a)tl)(Q)(i) 
of the Secwitiea Fxckange Act of 1034 
end I 400.8 of this CtupGr. 

445.5 Form m. nottfiution by perwas 
l ssoctotad with tinaucial tnstitutions that 
am pvemmmt rseurlttn brokers and 
dealm punttarn to aaction 
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1sc(e)(l~)(i) of the Securitier Exckerqe 
Act of 1%~ and 5 4tKt.4 of this chapter. 

44@.4 Form C-FIN-& notiftution of 
tenninetton of l seoctetion with a 
fbtenctol tnstitution thet * l pvemmmt 
securttiee broker or dealer pursuent to 
mtion lsc(e)(l)(S)(i) of the Securttiee 
&change Act of 1554 and ( 400.4 of thin 
chapter. 

440.3 Form G-ws. tdormrtion nquired of 
ro@temd pvemment securities brokers 
and dealers puteuant to eection 13C of 
tbc Securttier Euchaqe Act of IOJI end 
II 405.2 aud 405.5 of tkia chapter. 

PART--OF 
oowwwfrwuam~sb~ 
DEPOWORY wswlmow 

sec. 
430.1 Scope of regulations: office 

mponrible. 
450.2 Definitions. 
430.3 Exemption for holdings rubiect to 

fiduciery rtendrrdr. 
450,4 Curtodirl holdings of government 

securities. 
450.5 Effective dete: 

Authority: See. 101. pub. L. 94571. loa Stat. 
5200 (15 U.S.C. 7tk+S(b)(l)(A). (b)(z). 
(b)(3)(B)): Sec. 201. Pub. L -571. ICUI Stat. 
3323-33 (31 U.S.C. 333l.QllO). 

sw* 
mgwuon%enks 

(a) This part applies to depository 
institutions that hold government 
eecuritier nt fiduciary. custodian, or 
otherwise for the account of a customer, 
end that are not government securities 
brokers or dealers. es defined in 
sections 3(a)(43) end S(a)(C() of the 
Securities Exchange Act of 1934 (IS 
U.S.C. 7Sc(a)(43)-(44)). Depository 
institutions exempt under Part 101 of 
this chapter from the requirements of 
Subchapter A of this chapter must 
comply with this part. Certain 
depoeitory institutions that are 
(tovemment rmvitier brokers or dealers 
muat ala0 comply with this part. aa well 

aa with additional requirements aet forth 
in I 403.5. 

(b) The regulationr in thir eubchapter 
are promulgated by the Assistant 
Secretary (Domestic Finance) pmrurnt 
to a delwation of authority from the 
Secmtary of the Treasury. The office 
rerponaible for the regulations ia the 
Office of the Commiaaioner. Bureau of 
the Public Debt. Procedures for 
obtaining interpretations of the 
regulations are set forth at f400.2. 

)4501 - 
For put-poser of thir subchapter: 
(a) “Appropriate reguietory agency” 
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haa the meani- tt( out in section 
3(a)(34)(G) of the securities Exchange 
Act of lw4 (15 USC 7Wa)(34HG)). 
except tht the appmpdlc rqphtory 
W”cy for- 

(1) An iastmtion inturtd by the 
Federal Ravings and Loan insurance 
Corporation is the Ftdd Home Loan 
Bank&Bar& 

(2) A fedeml uedit nnion 88 d&red 
in 12 USC mql) and an insured 
credit unh as defined in 12 USC 
1752(7) is tie National Credit union 
Admfnistrati~~: and 

(3) Any cbpositoty institutioIt for 
whom an l ppro@te mguIatory sgency 
is not axplldtiy specified by either 
section s(a)(sr)(G) or this paragraph. is 
thesEc: 

(b) “Customer” includes, but is not 
limited la the oounterparty to a 
transactim pursuant to a repurchase 
agreement for whom the depository 
inrtitution retains po8re88ion of the 
security sold subject to repurchase, but 
does not include a broker or dealer that 
is registered pursuant to section 15. 1SB 
or IX(a)(l)(A) of the Act (15 USC. 780. 
7M, 7&+3(a)(l)(A)) or that has filed 
notice of its status as a government 
securities broker or dealer pursuant to 
section SC(a)(l)(R) of the Act (15 USC 
7fkM(a)(l)(B]) except as provided in 
f 430.4. 

(c) “Depository institution” bar the 
meaning stated in clauses (i) through (vi) 
of section 10(b)(l)(A) of the Federal 
Reserve Act (12 USC. 461(b)(l)(A) (i)- 
(vi)) and also includes a foreign bank an 
agency or branch of a foreign bank and 
a commercial lending company owned 
or controlled by a foreign bank (as such 
term8 are defmed in the International 
5anking Ad of 2sm Pub. L ftS3w. 92 
stat. w7); 

(d) “Fiduciary capacity” includes 
trustee. executor. l dmimstrator, 
registrar, transfer agent, guardi- 
assignee, mceiver. managing agent, and 
any other similar upaity involving the 
l olt or shared e&se of fltscretion by 
a depository institution having fiduciary 
powers that b super&ed by a federal 
or state 5nancial fnstitution regulatory 
Igmcy;-d 

(e) Xov~ent securities” means 
those obligations described in 
l ubparagmphs (A), (B). or (Cl of mction 
S(a)(42) of the SealMe Exrhqe Act 
of lQ91(lS USC 7lk(r)(rz)(AHC)). 

=V===--* 
(a) T%t Secmtary has determixmd that 

tkienJe8andstax&nisoftbe 
Comptrok of the CIprmcy. the Board 
of Goveraa of the Federal Reserve 
System and the Federal Deposit 
iMtuanaCapctr8tiongoventiagtbc 

holding of government securities in a 
fiduciary capacity by depository 
tnstRuttonr subject thereto are 
l dquate. Accordingly. such depository 
fnstitution8 us exempt from this part 
witit respect to their holdings of 
govetatuent securities in a fiduciary 
upadty and theit boMttgs of 
govemmetlt securtties to a custodial 
oapadty provided that (1) such 
hutitution has adopted policies and 
proadures t&t would apply to such 
custodial holdings au the requirements 
impowd by its appropriate rspStoy 
w that are applicable to 
gwenlment sscnrltbs held in 8 5dnciaty 
upsdty, and (2) such custodial holdings 
are subject to examination by the 
appropriate regulatory agency for 
compliance with such fiduciary 
rqutmmmts. 

(b) The Secretary expects that each 
appropriate mgulatory agency will 
notify tbt Department if it materially 
revises its n&r and standards 
governing the holding of government 
wcuhtitr in a fiduciary capacity. 

f43o.4 -Mmg8otgoveWWt 

Depository institutions that are 
subject to this Part shall observe the 
following requirement8 with respect to 
their holdings of government securities 
for cu8tomer accounts: 

(a)(l) Except as otherwise provided in 
this section. a depository institution 
shall maintain possession or control of 
l U government securities held for the 
account of customers by segregating 
such 8ecurM8 from the asseta of the 
depository institution and keeping them 
fme of any lien, chuge or claim of any 
third party granted or created by such 
depository institution. 

(2)(i) Where customer securities are 
maintained by a depository institution 
at another depository institution, 
fncluding but not limited to a 
cotrespondmt bank or I trust company 
(“custodian institution”). the depository 
insnhJtion shall be in compliance wttb 
wpb (a)(l) of this mctioa if: 

(A) ‘Ihc depository fnatitutiott nottfier 
tba clutodiaD ittst5tt5on that such 
aecdtim M customer sectufttea; 

(Et) nut custo&an fnat5ution 
ntafntafns ruch secttribes ftt an l cootmt 
that b desfgnated for customera of the 
depository institution and &at does not 
contabt proprietary sect&ties oftbe 
depository tnatitutiont and 

(C) Ilm depoaitoy inst5ution 
instnrcts the custodian institution to 
maintain such securities free of arty lien. 
charge. or dalm of arty kind in favor of 
such custodian in8titution or any 
P-oDstda-Qfthroughf~ 

(ii) To the extent that 8 custodian 
institution holds securities that have 
been identified as customer rtcwititr 
by l depository institution in 
l ccordancs with paragraph (a)(2)(i) of 
this section. the custodian institution 
shall tree1 such securities as customer 
wcurities separate 5ott1 any other 
8eanitias held for the acount of the 
depository btstitutton. 

(S)(i) Where secutitim that a 
depository institution b required, 
putsuanttothi8Pmrt4stLtokeepfreeof 
aUltm*~orotbarclaims 
(“cprtoma secntities”) are maintained 
by a depository tnstitution at a Federal 
Reserve Be& tbt depository inrtitution 
Ad be in compliance with pamgmph 
(a)@) of this section if any lien charge 
or other claim of such Fedeml Reserve 
Bsnkoranypemondaimingthroughit 
against securities of the depository 
tttstitution expressly excludes customer 
senuitier. 

(ii) Notwtthrtanding paragraph 
(a)(3)(i) of this section. a depository 
institution described in that Darattratrh 
shall be in compliance with paregraph 
(a)(l) of this section if a Federal Reserve _. _ 
Bank retain8 a lien on securities 
mceivtd during the day that art 
subrquently determined to be customer 
securities. provided that. 

(A) On that day. the depository 
institution: 

(2) Recaust of extraordinary 
circumstances. at the end of that day 
either requtrts a discount window 
advance or is unablt to eliminate an 
overdraft with its Federal Reserve Bank 
and the Federal Reserve Sank extends 
credit to the depository institution in 
order to assum the safety and 
soundness or liquidity of the depository 
institution: and 

(2) After reasonable efforts, is unable 
to Drovidt the Federal Reserve Bank 
wiih an adequate security interest in 
other collateral that ir clearly 
identiffsblt as pltdgeablt by the 
depository tnstitution sufficient to fully 
collateralize such extension of credit: 
and 

(B) The depository institution 
dihtentlv tntmues with the Federal 
Rehvt~hnk the rubrtitution of other 
coUrtera) for securities determined to be 
customer securities: and 

(C) The Faderal Reserve Bank l grttr 
that to the extent the litn extends to 
~Uateml of a value greater than the 
outttmdirq bdmct on the loan. 
customer securities will be the first 
coUrtem mleased from the lien. 

(4)(i) To the extent that a depository 
institution holds securttiea that have 
been identified to such depository 
bI8titIttiOD am customer securities by 8 
govemmmt securities broker or dealer. 
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or that the government securities broker 
or dealer has instructed the depository 
institution to place in a segregated 
account, in l cwrdance with Part 402 of 
subchapter A of tbi8 chapter. the 
depository institution shall treat such 
securities am customer securitier 
separate from any otbcr sectuities held 
for the l wount of the ~venunent 
securities broker or dealer and shall 
wmply with all of tbe provbioru of this 

section with mpect to au& customer 
secwities. except as provided in 
ptrtgmph (a)(4)(U) of this eectioa 

(ii) A clearin bank that prwides 
cleuing &car for a wv-ant 
securities broker or dealer and that 
maintains a ss2re2ated l ccormt as 
described in I 402.4 of thir cbaDter shall 
not be requiGd to transfer suxirities to 
such account upon the instruction of the 
broker or dealer for whom such account 
is maintained if the clearing bank 
determines that such securities continue 
to be required as collateral for an 
extension of clearing credit to such 
dealer. Whenever a clearing bank does 
not segregate securities as of the close 
of business upon the instruction of such 
broker or dealer, it shall send a 
notification to the appropriate 
regulatory wency of tbe broker or 
dealer for whom such account is 
maintained. Such ,wcurities shall 
thereafter be rcgrcgated pursuant to the 
iustnuztion of the broker or dealer as 
soon as they ars no longer required by 
the cleving bank as collateral for the 
extension of clearin cndit. 

(5) A depository institution that is 
subject to Part 402 is not required to 
maintain possession or control of margin 
securities as that turn ir defined in 
I 4t=S(fI(l). 

(6) Notwithstanding the requtrement 
of paragraph (a)(l) to maintain 
possession or control of customer 
scnuities. a depository institution may 
lend such securities to a third party 
pursuant to the written agreement of the 
customer, if rucb loan of se&ties is 
can-ied out in full compliance with 
supervisory guidelines of its l pprupriate 
ngulatory mcy that apmrly lpvarn 
securities l*ndino Practices. 

(b)(l) Except as othenvise provided in 
pua6raph (b)(2) of this rsr?tinn. a 

depository institution shall issue a 
codhuttion or a ufekeep&g reoeipt for 
each security held for a customer in 
accordance with this sectlon with the 
umption of securities thst us the 
#utJjtcl of rapurchase transactions 
which are subject to the rtquimmtnts of 
#-.5(d) of this chapter. The 
amfhttion or safekeeping ncslpt 
thtUidtntifytheitsu~mtturitydtb. 

---7!=2tdb -tvbttag 
c4alhlttionmtybesupplitd totlle 
automer ill any mallBer that complies 
with applicable federal bank@ 
Hgulations. 

(2) A depository institution shall not 
be required to send the wnfirmation or 
s&keep@ receipt required by 
wph (b)(l) of this section to a 
customer that is a non-U.S. dtizen 
reddin outside the United States or a 
fore&n corporation, partnership, or bust. 
if such customer expressly waives in 
writ@ the right to receive such 
confirmation or stftktep~ receipt. 

(c) Records of government securities 
held for customers shall bs maintained 
and shall be kept separate and distinct 
from other records of the depository 
institution. Such records shall: 

(1) Provide a system for identifying 
each customer. and each government 
security (or the amount of etch issue of 
a government rtcurity issued in book- 
entry form) held for the customer. 

(2) Describe the customer’s interest in 
the government senuity: 

(3) Indicate all receipts and deliveries 
of govenuncnt securities and all receipts 
and disbursements of cash by the 
depository institution in connection with 
ruch securities; 

(4) include a copy of the safeketpin2 
receipt or a ~dirmrti~n issued for each 
#ovemmmt security held: and 

(5) Provide an adequate basis for 
8udit of such information. 

(d) Counts of government ttcuritier 
held for curtomen in both definitive and 
booksatry form shill bs conducted at 
htst annually md such counts shall be 
recondlad with customer account 
r8cords. 

(1) Counts of book-entry securities 
and of definitive securities held outside 
the possession of the depoBitoly 

institution dull be made by 
mconciliatian of the records of the 
depositoy institution with those of any 
depository. depository institution. or 
Fedanl Reserve Bank on whose books 
tha depositq institution has sacurities 
accounts. 

(2) The *itory tnstitution 
cmductin2tlran0tshallalsovarify 
my such Mcarities in trmrftr. in transit. 

CiY 
loam& borrowed. deposited, 

to rec=fve. failed to deliver. 
rpb)ecttoraplPchucorrrvrne 
repwchass ments or otherwise 
subject Lo the depo~itofy butltution’s 
anWolordimctionthatarenotinIts 
physical possession. where the 
sacurlties have been in such rtatus for 
km5er than thirty days. 

(2) The dtttt and results of such 
counts and reconciliations shall be 
documented with differences noted in a 
security Count difftrrncs account not 
later than seven business days after the 
date of each required count and 
verification u provided in this 

pure-4 WI. 

(t) For purposes of this section, a 
depository institution shall treat a 
government securities broker or dealer 
as a customer with respect to securities 
maintained by such government 
securities broker or dealer in a 
mated Account as defined in 
t 40&4(f)(l) of this chapter and with 
respect to securities otherwise identified 
to the depository institution as customer 
stcuritits for purposes of maintainin 
possession or control of such securities 
as required by Part 403 of this chapter. 
The recordkeepixg requirements of 
paragraph (c) of this section require the 
depository institution to treat such 
securities as customer securities 
separate from any other securities held 
for the l cwunt of the government 
securities broker or dealer. but do not 
require the depository institution to keep 
rewrds identifying individual customers 
of the government securities broker or 
dealer. 

(IjThar=-ds=@=dby 
paragraphs (c) and (d)(3) of this section 
sbaD be p-ad for not lass than six 
yeur. the fitM two yean in an easily 
accessible pLcc. 




