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Summary: This B al
ties brokers or defiliers,

For Further Information Contact:

The FHLBank District in which you
are located or the Policy Analysis
Division of the Office of Regulatory
Activities, Washington, DC.

Supplementary Information:

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

First, 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 transactions) 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. e

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 notice with their federal regu-
lator. A substantially similar release
is being distributed by the Federal
financial institutions supervisory
agencies. The third attachment con-
tains excerpts from the GSA imple-
menting regulations.

Thrift Bulletin 27

Bag;kg;gung;

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 govern-
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,%or the ﬁrgt time, a
federal system for regulation of bro-
kers and dealers who transact busi-
ness in government securities. Title
of the GSA gave the Department of
the Treasury rulemaking authority
in certain areas. Title I and Parts
400-405 and 449 of the regulations
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Page 1 0f3



WATERSNJ
Rescinded

WATERSNJ
Text Box
TB 27 was rescinded 1/13/95. Incorporated into Thrift Activities 563 and Trust Activities 330.


Thrift Bulletin

1B 27

contain provisions relating to
financial responsibility, protection
of investor securities and funds,
recordkeeping, reporting, and audit
of government securities brokers
and dealers. Title I of the GSA and
Part 450 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 apgropriate
financial - responsibility
dial standards. At th
the standards res
the integrity, liquidi
of the world’s largest secu
ket, which the GSA cons:
to the effective implementa
fiscal and monetary policy i
United States.

Definition:

For purposes of the GSA, govern-
ment securities are defined to
include (1) direct obligations of, or
obligations guaranteed as to prind-
pal or interest by, the United States,
(2) securities issued or guaranteed
as to principal or interest by co
rations in which the United States
has a direct or indirect interest, and
which are designated by the Secre-
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 all parts
of the GSA regulations, except for
Part 450. More specifically, govern-
ment securities include:

¢ US. Treasury bills, bonds and
notes;

s Discount notes, bonds, certain
collateralized mortgage obliga-

tions, pass-throughs, master
notes, and other obligations of
the Government National Mort-
gage Association (GNMA), the
Federal National Mortgage
Association (FNMA), the Fed-
eral Home Loan Mortgage Cor-
poration (FHLMCQ), the Student
Loan Marketing Association
(SLMA), Federal Home Loan
Banks, Farm Credit Banks and
the Financing Corporation; and

* FNMA stock.

Notification Requirements:

The GSA requires all government
securities brokers or dealers that
were previously unregistered to reg-
er with the Securities
change Commission and to join a
atory organization. In lieu
tion, financial institutions
S a government securities

appropriate regul®ory,
Federal savings and

institution insured by the®
Savings and Loan Insurance
ration.

Notice by thrift institutions of their

government securities broker or
dealer activities is to be filed on
Forms G-FIN and G-FIN4. Once an
institution has filed notice of its
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.

and-

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

* Representing itself as a govern-
ment securities broker or inter-
dealer broker, or

* 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 govern-
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 govern-
ment securities, or

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

nstitution that buys or sells
ent securities solely for
nent for its own account or
@unts for which it acts as
ill not generally be
broker or dealer even

A thrift i

Requirements:

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

A thrift institution may engage
solely in the following government
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TB-27 Attachment A

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

i#) Federal Home Loan Bank Board

Securities and Exchange Commission

@ ;

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 reguiations 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

LoAT ;
@ 5 '/“Apl'w

¢ ‘ : transactions; (4) Sub-
mit tenders for the account ot customers for purchase on
original issue of U.S. Treasury securities; (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 information on the requirements to fiie 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 inciusive, 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 throughs, 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),
Federa! Home Loan Banks and Farm Credit Banks; securi-
tized Smalt 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 saies ot
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 ctearance
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 15C (a)(1}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 generatly 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);




PRy

(2) 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);

(3) 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

(4) 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 uniess 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 shail be compileted for
each amendment. Otherwise, only those items which are
being amended need to be completed.

FR G-FIN
Page 2

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 wiil 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. 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 Comptrotier of the Currency
Administrator of National Banks

Division of Investment Securities
Washington, D.C. 20219

2. 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 iending company owned or
controlled by a foreign bank, files with the:

Board of Governors of the
Federal Reserve System
Division of Banking Supervision & Regulation
Secuyrities Regulation Section
Washington, D.C. 20551

3. 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

4. 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, NW.

Washington, D.C. 20552

5. 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 Notice

Collection of the information to be supptied on this form is
authorized by section 15C(a)(1}B) of the Securities Exchange
Act of 1934, 15 U.S.C. 780-5(a)(1)(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

FR G-FIN
Page 3

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 ali 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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OFFICIAL USE

Notice of Government Securities Broker or Government Securities Dealer Activities
To Be Filed by a Financial Institution Under Section 15C(a)(1}B)
of the Securities Exchange Act of 1934

1. Appropriate regulatory agency (check one):

A O Comptrolier of the Currency D. O Federal Home Loan Bank Board
B. (O Board of Governors of the Federal Reserve System E. [J Securities and Exchange Commission
C. O Federal Deposit Insurance Corporation

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

A. O Government Securities Broker D. OJ Notice
B. [0 Government Securities Dealer E. O Amendment
C. [J Government Securities Broker and Dealer

3. A. Full name of the Financial institution:

B. Address of principal office of Financial Institution:

ducted (if different than item (B)):

. Address of principal office where government securities broker or government securities dealer activities will be con-

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

E. 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 O Yes 8. O No

(If yes, provide addresses and describe activities.)

LS
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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

Last First Middie Title
Last First Middie Title
Last First Middie Title
Last First Middie Title
Last First Middie Title

Note: Attach a separate Form G-FIN-4 (or, if previously filed, a copy of Form MSD-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 MSD-4 or Item 22 on Form U-4?
A. O Yes 8. O 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 veritying the accuracy of
the information furnished on Form G-FIN-4. (See 17 C.F.R. 400.4(c)). Similar requirements are applicable to Form MSD-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 compiete.

Please print name and title of person executing this notice:

First Middle Last Title

Manual Signature Date
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’ " Form G-FINW

® Notice By Financial Institutions of Termination
of Activities as a Government Securities
Broker or Government Securities Dealer

(This booklet includes instructions and blank forms)

\E71%E Board of Governors of the Federal Reserve System
2 )z] Federal Deposit Insurance Corporation

ny: Office of the Comptroller of the Currency

112 slg | Federal Home Loan Bank Board

i Securities and Exchange Commission
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General Instructions for Form G-FINW
Termination of Activities as a Government Securities
Broker or Government Securities Dealer

1. When to file

A financial institution that has tiled a Notice of Government
Securities Broker or Government Securities Dealer Activities
pursuant to section 15C(a)(1)(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
ARA.

2. How and where to file: Number of coples

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 shali 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 otficer who was directly engaged in the management,
direction, or supervision of the financial institution’s govern-
ment securities broker or dealer activities.




Form G-FINW FR G-FINW

OMB No. 7100-0224
Approval expires July, 1890

OFFICIAL USE

Notice by Financial Institutions of Termination of Activities as a Government
Securities Broker or Government Securities Dealer

1. Appropriate regulatory agency (check one):

A. O Comptroller of the Currency D. O Federal Home Loan Bank Board
B. (J Board of Governors of the Federal Reserve System E. [J Securities and Exchange Commission
C. O Federa! Deposit Insurance Corporation

2. (a) Full name of the Financial Institution:

(b) Address of principal office of Financial institution:

(c) 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

Last First Midadle

Address

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

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

Please print name and titie of person executing this notice:

First Middle Last Title

Manual Signature Date




FORM G-FIN4 [oms aeprovaL
Disclosure Form for Person Associated with a | OMe = 150 e

Financial Institution Government Securities Broker or Dealer Page 1 of B

. Applicant Name - -
Last First Midadie (If none, so soecify

. Financial Institution Government Securities Broker or Dealer:

A, Name -
B. Registration Number BEREER S
C. Main Adgdress
. Oftfice of Employment of Applicant
. Date of Empioyment of Applicamt i /
. To Be Filed With The Following (indicate One): MM co vy
Board of Governors of the Feaeral Reserve System . . . . .. ... .. ...ttt teerermerotoneennrenenaeenens z
Comptroller Of the CUITBNCY . . . . . .. .. .. ittt inteivasoseensoseenonsssoneontsoaaessanaensns =
Federal Deposit Insurance Corporation . . ... ........... et ee et e e e -
Federal Home LosnBank Board . . .. ................ et eeeee ettt e e e C
Securities and Exchange Commission . ....... et et e et e et ettt C
. It is anticipated that the applicant will perform the fouowmg funcnom in the capacity indicated:
- Capacity
Supervisory Non-Supervisory
A. Underwriting, trading or saies of government securities: a C
8. Financial advisory or consuitant services for issuers in connection with the issuance of
government securities: a a
C. Research or investment advice, other than general economic information or advice, with
respect 10 QUVErnmMent securities in CoNNection with the activities described in (A) and (B) (] c
above:
D. Activities other than those specifically mentioned which invoive communication, directly or
indirectly, with public investors in government securities in connection with the activities
described in (A) and (B) above: Q C
€. Processing and clearancs activities with respect 10 government securities: jw] N/A
~ F. Maintenancs of records involving activities described in (A) through (E) above: ™ N/A

. For the purpose of veritying the information furnished on this form by the applicant named in item 1 above, this institution has
made inquiry of all empioyers of the spoiicant during the immediately preceding three years, as set forth below, concnrnmg the ;
accuracy and compieteness of the information provided.

Employer Name and Position of Person Contacted

Date Print Neme of Suoervisor of Applicam Signature of Subervisor of Apolicant

PERSONAL HISTORY OF APPLICANT
YEEETEETEENE

" Lot Neme Firmt Miodie Socisl Security Number (Compietion is not Manastory
1.
Resicent Street Acaren Gty Stare Zio
i / 13.
Dae of Birth ] 0D YY Piace of Birth

. Any other name ever used or by which known: -
Employment History

The following is 3 compiete, consecutive statement of all my business connections for the past ten years starting with my current
position:

Name of Empioyer, Complete From To Position Reason tfor Fuil or
Agdress and Type of Business Mo. Yr. Mo. Yr. Held Leaving Part Time




. The foilowing is a compiete, consecutive statement of ail my resideritial addresses for the past five vears starting with my current

‘N‘

Sage 2 0f 8
16. Residential History

A

residential acdress:

From To
Address (Street, City, State, Zip Code} Mo. Yr. Mo. Yr.

IF THE ANSWER TO ANY OF THE FOLLOWING QUESTIONS IS YES, ATTACH COMPLETE DETAILS

17. DEFINITIONS _

® |nvestment or Investment-Related ~ Pertaining to securities, commodities, banking, insurance, or real estate (inciuding, but not
limited to acung as or betng associated with 3 government securities broker Or dealer, MuNICipaf seCUriTIes qeaier, broker-deaier,
investment Company, investment adviser, futures sponsor, bank, or savings and loan associstion).

® invoived — Doing an act or siding, abetting, counseling, commanding, inducing, conspiring with or failing reasonably to supervise
another in doing an act.

A. Have you, within the 10 years preceding the date of this filing, been convicted of or piead guiity or noio contendere
{"’no contest’’) to: .
(1) a felony or miscemeanor involving: investments or an investment-reisted business, fraud, faise

statements or omissions, wrongful taking of property, or bribery, forgery, counterteiting or

LS =T a 17 L2 ¥ ceeeas et e e e, Yes O No C
(2) any OtNEr tRIONY? « . ittt it ittt isneereeersesansnannaaranserneanonai... YesOO No T !
B. Has any court ever:
{1) enjoined you in connection with any investment-related activity? . ......... e Yes O No T |
{2) found that you were invoived in & vioiation of investmant-eiated statutes or regulations? ... ........ Yes O No &
C. Has the U.S. Securities and Exchange Commission or the Commeodity Futures Trading Commission ever: ;
{1) found you to have made a faise statement or omission? .. .... e e it e R YesO NoO
{2) found you to have besn invoived in 3 violation of investment-related reguistions or statutes? .. .. ..... Yes O No C i
(3) found you to have been a causs af an investment-reisted business having its authorization to do
business denied, suspended, revoked, OF FeSTFCT®O? . . ... ... cccnvevnvcosenss et Yes O No C
(4) entered an order denvying, suspending or revoking your rogstrmon or disciplined you by
reSTricting yOur aCTIVItI®s? . ... ... ... 0. ettt et Yes O No C
D. Has anv other federal reguistory sgency or any state vqgumorv agency ever:
(1) found you to have made a faise statement or omission or been dishonest, untair or unethical? . . . .. . ... Yes O No C
(2) found you to have been invoived in a violation of investrent regulations or statutes? .. .. .......... Yes O No O

(3} found you to have been 3 cause of an investment-related business having its authorizstion to do
business denied, suspended, revoked, orrestriCted? . . . .. .. .. .. ... s e et Yes O No T

(4] entered an order 3gaiNst YOU it CONNECTION With iNVESTMENT-Telsted aCTIVILY? . . . v v v v e vt v v v e v Yes O No
{S) denied, suspended, or revoked your registration or license or otherwise prevented vou from :

associating with an investment-relsted business, or disCiplined you by restricting your activities? . ... ... Yes O No C j
{6) revoked or suspended your license as an attorney, accountant or federalcontractor? . .. .. ... ....... Yes O No T

E. Has any sslf-reguiatory organization or commodities exchangs:

{1} found you to have made a faiss statement or omission? .. ... et et e Yes O No O 1
{2) found you to have been invoived in s violationof itsrules? . . ... ......... e e Yes O No O !
({3) found you to have besn the cause of an investment-reiated business having its authorizstion to do

business denied, suspended, revoked or restnicred? . ....... e teerteeraac et ... Yaa O No C i
{4) disciplined you by expeiling or suspending you from mcmbonhun, barring or suw-ndmg your
a1s0ciation with its members, of restricting your activities? . . .. ..... Ceree e, e v ...YeO No O |

F. Has any foragn government, court, reguiatory agency, or exchangs ever entered an order mlm you
related 10 investmentsor fraud? . ... ... ... e, et et eseaset et e Yes O No O




Page 3 of 8
G. Are you now the subject of any compiaint, investigation, or proceeding that could resuit in a _
“yes'” answer to Parts A-F Of This it8M? . .. ... ... ittt inennentaatorsss et eensaan Yes O No C
H. Have you been discharged or permitted to resign because you were accused of:
{1} violating investment-reiated statutes, regulations, ruies, or industry standards of conduct? ... ........ Yes O No C
{(2) fraud or the wrongful taking of property? .. .......... f ot eecsasereaeenanenee et eneann Yes O No O
{3) failure to supervise in connection with investment-reisted sttutes, reguistions, rules or industry
sandards of CONGUCE? . ... vvenvrenccasananan e P Yes O No O
Date Signature of Applicant
FORM G-FIN-<4 ACKNOWLEDGMENT
18, Applicant Name
19, Financial institution Government Securities Broker or Desier Name
20. Finsncial Institution Government Securities Broker or Desler Address Receipt Stamp

21. Arttention:

WHEN THE FORM G-FIN-4 IS RECEIVED BY THE APPROPRIATE REGULATORY AGENCY, THIS ACKNOWLEDGMENT WILL BE
B8E STAMPED TO SHOW RECEIPT AND RETURNED 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-4)

GENERAL

This information is provided in accordance with the Privacy
Act of 1974, S 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 uUSC 78c(a)(34)(G)).

AUTHORITY

Section 15C

(b)(1) of the Securities Exchange Act of 1934 (15
USC 780-5(b)(1)).
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 15C(c)(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-4, 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:
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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: :

a. In which the Federal securities, banking or commodities
laws 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 past
or present member of its staff is a party or otherwise
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, or similar action affecting
the associated person.

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 1s 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 Regulations.

b. The terms applicant and person associated 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
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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-in-custody repurchase
transaction rules in Section 403.5(d).

e 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-
emment securities broker or
dealer on a fully disclosed basis
where its employees perform
only clerical, ministerial or
order-taking functions.

Custodial Requirements:

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

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.

— Darrel Dochow, Executive Director

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
PURPOSE

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 broker-dealer 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 subject gov-
emment securities and (b) 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 subject 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
institutions.

DEFINITION

Government securities are defined at Section 3(a) (42) of the Securities Exchange Act of 1934 (see 15 USC
78 ¢ (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 by the Government Securities Act Regulations

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 Exemptions for Limited Government Securities Activities

The GSA lations permit financial institutions that perform limited government securities activities to
be exempt from some, but not all, of the regulations. (See Part 401 of 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 broker-dealer; 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;

1 17 CFR 400-405; 449 and 450, as amended August 1, 1988 (53 FR 28978).
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(3) Doing limited brokering of government 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 broker-dealer, 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-
tions.2

All depository institutions, including those that qualify for exemptions (2) and (4) above, are subject to the
GSA regulations on custodial holdings of government securities. Additionally, all financial institutions
engaging in hold-in-custody repurchase transactions, including those eligible for exemption (4) above, are
required to comply with the GSA regulations governing hold-in-custody repurchase transactions. It is
these two portions of the regulations that are summarized in this document.

HOLD- IN-CUSTODY 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-in-custody repurchase transactions are required to be conducted pursuant to a written repur-
chase agreement (see 17 CFR 403.5(d)(1)(i)).3 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 403.5(d)(1Xiv)). In all hold-in-custody
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 subject 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 (buyer’s) securities are commingled 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-in-custody 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

2 The GSA regulations recognize that parties to a repurchase transaction may characterize and account for the transaction either sal
securities or as a secured loan. y al as asale and repurchase of

30n August 1, 1988, an exception in this ion of the regulations that allowed for avoiding all or part of the requirements applicable to the hold-in-custody

its was rescinded. Finandal institutions that had been relying on that exemption are now required to comply with the written repur-
ghm agreement requirements for transactions entered into on or after September 1, 1988, uniess the transaction is with an existing customer. For transac-
tions with existing customers, these finandial institutions have until December 1, 1988, to fully comply with the written agreement requirements. (A customer
is dered to be an g ¢ if the finandial institution has engaged in repurchase transactions with this « on or after S ber 1, 1987
and before September 1, 1988)) T
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the case of a bank, not insured bv the Federal Denaosit Insurance Corporation: in the case of a savines 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 CFR 403.5(d X 1)(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-partite agreement with the
financial institution and the customer. Refer to the Federal Financial Institutions Examination Council’s
(FFIEC) endorsed policy statement concerning repurchase agreements for general regulatory require-
ments for all repurchase agreements (U.S. League of Savings Institutions, Federal Guide, para. 11,757).

For all hold-in-custody repurchase transactions, written confirmations describing the specific securities
subject to the transachion 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 CFR 403.5(d)(1Xii)).¢ 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-in-custody 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 403.5(dX2Xi)). 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 specific 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-in-custody 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 depository institutions that hold or safekeep U.S. government securities for customers must comply

with 17 CFR 450. These regulations apply where the depository institution holds the customers’ securities
directly or maintains the customers’ securities through another institution.

nition

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

X jon for Holdin ubj Fidugi an

The t of the Treasury determined that the rules and standards of the Comptroller of the Cur-
rency, the Board of Governors of the Federal Reserve System and the Federal Deposit Insurance Corpora-
tion governing the holding of government securities in a fiduciary capacity are adequate to meet the
requirements of these regulations. 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)(1)&(2)).

4 An exception to the repurchase transaction rules that allowed for avoiding all or part of the requirements applicable to the hold-in-custody repurchase
requirements was rescinded on August 1, 1988. Finandal institutions that were relying on that exception have until December 1, 1988 to comply with the tim-
ing requirements for confirmations. In the interim, however, such institutions must issue to their counterparties, at Jeast monthly, confirmations of the
spedific securities that are the subject of their repurchase transactions conducted during the period.
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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 CFR 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 Holding Requirements

In order to comply with the requirements of Part 450, depository institutions must observe several
requirements. All government securities held for customers, including those subject to repurchase agree-
ments with customers, must be segregated from the depository’s own assets and kept free from lien of
any third party or the depository (see 17 CFR 450.4 (a)1)). 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}(2Xi)(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 tri-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 (aX6) 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 U.S. 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)X(1)).

Part 450 also requires that a records system of government securities held for customers be maintained

te 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)(1-5)).

The required 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 (see 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)(1)). 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 depository’s possession for longer than 30 days (see
17 CFR 450.4(d)(2)). 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 CFR 450.4(dX(3)).




FORM G-FIN-5 [ ome aPPROVAL
Uniform Termination Notice for Person Associated with a | oms = e
Financial Institution Government Securities Broker or Dealer ' Page 1 of &
1. individual’s Name - -

2. Capacity:
3. Sociat Security Number

4. Financial Institution Government Securities Broker or Dealer:

a. Name

8. Registration Number
C. Main Address

§. Office of Empioyment Address

6. Date Terminated
7. Reason for Termination=Check One:

Resigned® O Decsased p
Discharged’ O  Transterl -
Other =

*Furnish full details on attached sheet if related to a violation or probable violation of banking or securities law.

8. While associated, was the individual the subject of any investigation, procesding, disqualification or dis-
ciplinary action by any governmantal agency pursuant 10 Section 15C of the Securities Exchange Act
of 1934 (15 U.S.C. 780-5). **Yes O No T

**Furnish full details on attached sheet.

Date Print Name of Supervisor of indiviaust Signeture of Supervisor of Ingiviausi
Person to Contact for Further Information

ACCEPTANCE OF THIS FORM FOR FILING SHALL NOT CONSTITUTE ANY FINDING THAT THE INFORMATION SUBMITTED
HEREIN 1S TRUE, CURRENT, COMPLETE, OR NOT MISLEADING. INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACT
MAY CONSTITUTE FEDERAL CRIMINAL VIOLATIONS. (Ses 18 U.S.C. 1001 and 1005, and 15 U.S.C. 78 #1.)

FORM G-FIN-56 ACKNOWLEDGMENT

Receipt Stamp

9. Name of individual

10. Financial Institution Broker or Desler Name

11. Financisl Institution Broker or Desier Address

12. Attention

WHEN THE FORM G-FIN-5 IS RECEIVED BY THE APPROPRIATE REGULATORY AGENCY, THIS ACKNOWLEDGMENT WiLL
BE STAMPED TO SHOW RECEIPT AND RETURNED TO THE PERSON NAMED IN ITEM 12, THE STAMPED ACKNOWLEDG-
MENT SHOULD BE RETAINED TO SUBSTANTIATE FILING.
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INSTRUCTIONS FOR COMPLETING AND FILING FORM G-FIN-S
GENERAL INSTRUCTIONS

This report is required by Section 15C of the Securities
Exchange Act of 1934 (15 USC 780-5) and the regulations
thereunder, 17 CFR 400.4. The Department of the Treasury and
the appropriate requlatory agencies, as defined below, regard
the information provided by each respondent as confidential.

1. As used in these instructions and Form G-FIN-S:

a. The term financial institution government securities
broker or dealer means a government securities broker or
dealer that 1s 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, 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. 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 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.
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2. Form G-FIN-S5 is to be used by financial institution
government securities brokers and dealers to report the
termination of association of a2 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-S5S or MSD-S 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-5 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);

b. The Board of Governors of the Federal Reserve System in
the case of a State member bank of the Federal Reserve Systenm,
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);

¢. 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.

q. Copios'ot Form G-FIN-S5 may be obtained from any of the
appropriate regulatory agencies listed in instruction 3.

S. An original and two copies of Form G-FIN-5 and any
attachments are to be filed by the financial institution
government securities broker or dealer with the appropriate
regqulatory 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
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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-5 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-S with respect to such person, the Porm
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 8-1/2 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-5 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 8-1/2 by 11 inch paper.

8. Form G-FIN-5 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-5
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 or
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. 1In
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
?escribed in this paragraph and are not required to file this

orm.

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-4. 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 Resetve 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 commercxal 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 regqulatory agencies listed in instruction 3.

S. 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, which will 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 8-1/2 by 11 inch paper. Answers to
more than one question may appear on an attachment sheet if

e ———————————————]
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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 8-1/2 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. All 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 ITEMS ON FORM G-FIN-4

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

11, 1Item 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. 1Item 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. TItem 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 Insurance Act (12 USC 1829) !
prohibits any insured bank, except with the written consent of ?
the Federal Deposit Insurance Corporation, from employing any
person who has ever been convicted of a criminal offense
involving dishonesty or breach of trust.




practicable. the information should be
segregated from information for which
confidential treatment is not requested
and should be clearly marked as
confidential.

(v) Information designated as
confidential in accordance with
paragraph (c)(3)(iv) of this section shall
not be disciosed 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 lwo copies of
each request letter shall be submitted to
the Office of the Commissioner. Bureau
of the Public Debt. Room 553. 999 E
Street NW.. Washington. DC 20239-0001.
The envelope shall be marked
“Government Securities Act Request.”
The letter shall indicate in the upper
right hand corner of the first page the
particular sections of the Act and of the
regulations at issue.

{4) A written response by the
Department to a request 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
binding 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 concurrence of the
appropriate regulatory agencies or their
staffs. The Department understands that
even if formal concurrence is not
received the appropriate regulatory
agencies and seli-regulatory
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 requests
concerning rules the SEC enforces.

(8) The Department may decline to
issue an interpretation for any reason
and. in particular, may require that a
requester make inquiry of its
appropriate regulatory agency, the
Commission or designated examining
authority before the Department
responds to a request.

(6) The Department will also provide
informal oral and written advice, but
auch advice is not binding on the
Department or on any other agency or
organization.

(7)(i) Except as provided in
paragraphs (c)(3)(iv) and (¢)(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
modify an exemption. classification or

—_————_——————————]1

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 Depariment Library.
Room 5030. Main Treasury Building.
1300 Pennsylvania Avenue. NW.,
Washington, DC 20220.

(ii) Any person submitting a letter or
communication may also simultaneously
submit a request that the |etter 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 state 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
given 30 days to withdraw either the
request for confidentiai ireatment or the
letter or communication requesting an
interpretation. classification. or
exemption.

Remaining text of this part not included
in this excerpt.

PART 401—EXEMPTIONS

Sec.

401.1 Exemption for organizations handling
transactions in United States Savings
Bonds.

401.2 Exemption for depository institutions
that submit tenders for the account of
customers for purchase on original issue
of United States Treasury securities.

401.3 Exemption for financial institutions
that are engaged in limited government
securities brokerage activities.

4014 Exemption for financial institutions
engaged in limited government securities
dealer activities.

401.5 Exemption for corporste credit unions
transacting limited government securities
business with other credit unions.

4016 Exemption for branches and
of foreign banks that deal solely with
non-United States citizens resident
offshore

4017 Tmp'oury exemption for certain
government sscurities brokers and
dealers terminating business on or before

m‘Oc.trobcr 31, 1987. for

emporary exemption for government
securities brokers and dealers that are
futures commission merchants registered
with the CFTC.
Authority: Sec. 101, Pub. L. 99-871. 100 Stat.
3200 (15 U.S.C. 780-5{a)4)).

§ 401.1 Exemption for organizations
handiing transsctions in United States
Savings Bonds.

An organization that handles United
States Savings Bond transactions,
including a qualified issuing or paying
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agent or an organization that
accommodates customers or employees
by fqrwndin,g requested transactions to
qualified issuing or paying agents or the
Treasury and whose transactions in
government securities are limited to
these transactions and such other
activities that are exempted by the
regulations under this subchapter, shall
be exempt from the provisions of section
15C (a), (b) and (d) of the Act (15 U.S.C.
780-5 (a), (b), (d)) and the regulations of
this subchapter. For the purposes of this
section, 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.

(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 securities
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 15C (a). (b} and (d)
of the Act {15 U.S.C. 780~5 (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
450 of this chapter concerning custodial
holdings of government securities.

{c) For the purposes of this section,
“depository institution™ has the meaning
stated in clauses (i) through (vi) of
section 19(b){1)(A) of the Federal
Reserve Act (12 U.S.C. 481(b)(1)(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
terms are used in the International
Banking Act of 1978, Pub. L. 95-360, 82
Stat. 007).

§401.3 Exemption for financial institutions
that are engaged in lmited government
activities.

(a){1) Subject to the requirements of
paragraph (b) of this section, a financial
institution shall be exempt from the
provisions of sections 15C (a). (b). and
(d) of the Act (15 US.C. 780~5 (a). {b).
(d)) and the regulations of this
subchapter, unless it acts as a
government securities broker by:
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{i) Holding itself out as a government
securities broker or interdealer broker:

or

(i} Actively soliciting purchases or
sales of government securities on an
agency basis:

{2) Notwithstanding the provisions of
paragraph (a){1) of this section, &
financial institution shall not be
regarded as acting as a government
securities broker within the meaning of
this section if it:

(i) Effects fewer than 500 government
securities brokerage transactions {other
than transactions described in §§ 401.1
or 401.2) per year: or

(ii) Effects all such transactions {(other
than transactions described in §§ 401.1
or 401.2) pursuant to a contractual or
other arrangement with one or more
government securities brokers or dealers
each of which has registered or filed
notice pursuant to section 15C({a)(1) of
the Act (15 US.C. 780-5(a)(1)) (each
referred to as the “transacting
government securities broker or dealer”)
under which the transacting government
securities broker or dealer will offer
securities services on or off the premises
of the financial institution, provided
that:

{A) The transacting government
securities broker or dealer is clearly
identified to customers as the person
performing the securities services;

(B) Financial institution employees
perform only clerical and ministerial or
order-taking functions in connection
with government securities transactions
unless such employees are associated
persons (as defined in § 400.3(c) of this
chapter) or registered representatives of
the transacting government securities
broker or dealer:

(C) Financial institution employees do
not receive compensation for
government securities activities other
than clerical or ministerial functions
unless such employees are associated
persons {as defined in § 400.3(c) of this
chapter) or registered representatives of
the transacting government securities
broker or dealer; and

{D) Such services are provided on s
fully disclosed basis by the transacting
government securities broker or dealer,
i.e., the transacting government
securities broker or dealer receives and
maintains all required information
concerning each customer, its trading
and account.

(b)(1) A financial institution that relies
on the exemption contained in
paragraph (a) of this section is required
to comply with the regulations of part
450 of this chapter concerning custodial
holdings of government securities for

customers.

(2) A branch or agency of a foreign
bank that relies on the exemption
contained in paragraph (a) of this
section is in addition required to comply
with § 403.5(e) of this chapter.

(c) For the purposes of this section
“ﬂnlnci-l institution” includes an
insured credit union, as defined in 12
US.C. 1782(7).

§ 6014 Exemption for financial institutions
engaged in linited government seourities
dealer activities.

{a) Subject to the requirements of
paragraph (b) of this section, a financial
institution shall be éxempt from the
provisions of Sections 15C (a), (b), and
(d) of the Act (15 U.S.C. 780-5 (a). (b),
{d)) and the regulations of this
subchapter if its government securities
dealer activities are limited to one or
more of the following activities:

(1) Sales or purchases in a fiduciary
capacity:

(2) The sale and subsequent
repurchase and the purchase and
subsequent resale of government
securities pursuant to a repurchase or
reverse repurchase agreement; and

(3) Such other activities as have been
exempted by regulation under this
subchapter.

(b)(1) A financial institution that relies
on the exemption contained in
paragraph (a) of this section is required
to comply with:

(i) The regulations of part 450 of this
chapter concerning custodial holdings of
go:lernment securities for customers;
an

(ii) Section 403.5(d) of this chapter
concerning certain repurchase
transactions with customers.

(2) A branch or agency of a foreign
bank that relies on the exemption
contained in paragraph (8) of this
section is in addition required to comply
with § 403.5(e) of this chapter.

{c) For the purposes of this section
“financial institution” includes an
insured credit union, as defined in 12
US.C. 1752(7).

Remaining text of this part not included
In this excerpt.

PART 402—FINANCIAL
RESPONSIBILITY

Sec.

4021 Application of part to registered
brokers and dealers and financial
institutions: special rules for futures
commission merchants and government
d.ncm'tiel interdealer brokers: effective

te.

4022 Capital requirements for registered
government securities brokers and
dealers.

40228 Appendix A—Calculstion of market
risk haircut for purposes of § 402.2(3)(2).

I SSSSSSETEEEEELEHL—————

402.2b [Reserved]

4022¢ Appendix C—Consolidated
calculation of liquid capital and total
haircuts for certain subsidiaries and
affiliates.

402.2d ix D—Modification of

Text of this part not included in this
excenpt.

PART 403—PROTECTION OF
CUSTOMER SECURITIES AND
BALANCES

Sec.

403.1 Application of part to registered
brokers and dealers.

4032 Hypothecation of customer securities.

403.3 Use of customers’ free credit balances.

4034 Customer protection—reserves and
custody of securities.

403.5 Custody of securities held by financial
institutions that are government
securities brokers or dealers.

4038 Compliance with part by futures
commission merchants.

403.7 Effective dates.

: Sec. 101, Pub. L. 99-571, 100 Stat.

3200 (15 U.S.C. 780-8(b)(1)(A}. (b)(2)).

initial text of this part not included in
this excerpt.

§ 403.5 Custody of securities heid by
financial institutions that are government
securities brokers or dealers.

(d){1) A financial institution that
retains custody of securities that are the
subject of a repurchase agreement
between the financial institution and a
counterparty shall:

(i) Obtain the repurchase agreement in
writing:

(ii) Confirm in writing the specific
securities that are the subject of a
repurchase transaction pursuant to such
agreement at the end of the day of
initiation of the transaction and at the
end of any other day during which other
securities are substituted if the
substitution results in a change to issuer.
maturity date, par amount or coupon
rate specified in the previous
confirmation;

(iti) Advise the counterparty in the
repurchase agreement that the funds
held by the financial institution pursuant
to a repurchase transaction are not a
deposit and therefore are not insured by
the Federal Deposit Insurance
Corporation, the Federal Savings and
Loan Insurance Corporation or the
National Credit Union Share Insurance
Fund. as applicable:

{iv) If the counterparty agrees to grant
the financial institution the right to
substitute securities, include in the
written repurchase agreement the
provision by which the financial
institution retains the right to substitute
securities;
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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
INSTITUTIONS/DEPOSITORY 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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CHAPTER IV—~DEPARTMENT OF THE
TREASURY

SUBCHAPTER A—REGULATIONS UNDER
SECTION 15C OF THE SECURITIES
EXCHANGE ACT OF 1834

Part

400 Rules of General Application

401 Exemptions

402 Financial Responsibility

403 Protection of Customer Securities and
Balances

404 Recordkeeping and Preservation of
Records

405 Reports and Audit

440 Forms. Section 15C of the Securities
Exchange Act of 1934

SUBCHAPTER B—REGULATIONS UNDER

TITLE 11 OF THE GOVERNMENT

SECURITIES ACT OF 1906

450 Custodial Holdings of Government
Securities by Depository Institutions

SUBCHAPTER A—REGULATIONS UNDER
SECTION 18C OF THE SECURITIES
EXCHANGE ACT OF 1934

PART 400—RULES OF GENERAL
APPLICATION

Sec.

400.1 Scope of regulations.

400.2 Office responsible for regulations;
filing of requests for exemptions, for
interpretations. and of other materials.

400.3 Definitions.

4004 Information concerning associated
persons of financial institutions that are
government securities brokers or dealers.

400.5 Amendments to application for
registration and to notice of status as a
government securities broker or dealer.

400.8- Notice of withdrawal from business as
a government securities broker or dealer
by a financial institution.

Authority: Sec. 101, Pub. L. 99-571, 100 Stat.

3200 (15 US.C. 780-5).

§ 400.1 Scope of regulstions.

(a) Title I of the Government
Securities Act of 1988 (Pub. L. 99-571,
100 Stat. 3208) amends the Securities
Exchange Act of 1934 (48 Stat. 881-905;

15 U.S.C. chapter 2B) (“Act”) by adding
section 15C, authorizing the Secretary of
the Treasury to promulgate regulations
concerning the financial responsibility,
tection of customer securities and
alances, recordkeeping and reporting
of brokers and dealers in government
securities. Those regulations constitute
subchapter A of this chapter. Unless
otherwise explicitly provided., all
regulations in this subchapter apply to
all government securities brokers or
dealers, including registered brokers or
dealers and financial institutions.

(b} Section 15C(a){1)(A) of the Act (15
US.C. 780-5(a)(1)(A)) requires all
government securities brokers and
government securities dealers, except
those who are brokers or dealers
registered pursuant to section 15 or

section 15B of the Act or financial
institutions, to register with the
Securities and Commission
{*Commission™). Regulations concerning
registration are at § 240.15Ca2-1 et seq.
of this title. The Commission is
responsible for the interpretation of the
definitions of government securities
broker and government securities dealer
and of the regulations at § 240.15Ca2-1
et seq.

(c) Section 15C{a){1)(B)i) of the Act
(15 U.S.C. 780-5({a)(1)(B)(i)) requires all
government securities brokers or dealers
that are also registered brokers or
dealers to notify the Commission of their
status as government securities brokers
or dealers. Regulations co
notice are at § 240.15Ca1-1 of this title.

(d) Section 15C{a)(1)(B)(i) of the Act
also requires all government securities
brokers or dealers that are financial
institutions to notify the appropriate
regulatory sgency. as defined in section
3(a)(34)(G) of the Act (15 U.S.C.
78c(a)(34){G)). of their status as
government securities brokers or
dealers. The form of notice, Form G-FIN,
is at § 449.1 of this chapter. Forms are
available from the appropriate
regulatory agency.

§ 400.2 Office responeible for regulations:
filing of requests for exemptions, for
interpretstions and of other materiale.

(a) Office responsible. The regulations
in this chapter are promulgated by the
Assistant Secretary (Domestic Finance)
pursuant to 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)(1) Exemptions and classifications.
Section 15C(a)(4) of the Act (15 US.C.
780-5(a)(4)) authorizes the Secretary to
exempt any government securities
broker or dealer or class thereof,
conditionally or unconditionally, from
the requirements of registration or
regulations promulgated under section
15C. In addition, section 15C(b)(3) of the
Act (15 U.S.C. 780-5(b})(3)) provides for
classification, by the Secretary, of
government securities brokers or dealers
and authorizes the whole or partial
exemption of classes from rules under
section 15C or the application of
different standards to different classes.

(2) Interpretations. Although the
appropriate regulatory agencies, as
defined in § 400.3, and the self-
regulatory organizstions, as defined in
section 3(a)(28) of the Act (15 U.S.C.
78c(a)(28)), have enforcement :
responsibility under section 15C of the
Act, Treasury is responsible for

‘
.

interpretation of section lsC(b)oge
Act (15 U.S.C. 780-5(b)} and related
sections and for interpretation and
amendment of the regulations under tk
chapter (with the exception of Forms (
FIN and G-FINW, §§ 449.1 and 449.2 0
this chapter, which are the
responsibility of the Board of Governo
of the Federal Reserve System
{“Board"}).

(c) Requests for interpretations,
exemptions, classifications. (1)

Interpretations under this chapter
may be provided. at the discretion of th
Department, to firms or individuals
actually or potentially affected by the
Act or regulations. or to their
representatives. .

(2) Exemptions and classifications
under sections 15C (a). (b) and (d) of t
Act (15 U.S.C. 780-5 (a). (b). and (d)) &
related sections and Treasury
regulations thereunder may be provid
at the discretion of the Department an
after consuitation with the SEC and tt
Board. to firms or individuals actually
potentially affected by the Act or
regulations, or to their representative:

{3) All requests for exemptions and
classifications. and all requests for
binding interpretations, shall be in
writing, and shall conform to the
following procedures.

(i) The names of the compan;
companies and all other person\
involved shall be stated. Letters
pertaining to unnamed companies or
persons or hypothetical situations wil
not be answered.

(ii) The letter must contain a concis
but complete statement of all materia
facts. a complete and accurate
description of the entire transaction i
the request is transactional (even tho
a request may apply to only a portion
a transaction), and a concise and
unambiguous statement of the reques
including precise statutory and
regulatory citations.

{iii) The letter shall indicate why th
writer believes a problem exists or
interpretation is needed. the writer's
opinion on the matter, and the basis {
such opinion.

{iv) In addition to requests for
confidential treatment under paragraph
(cX7)(ii) of this section. a person may
request confidential treatment of
information that is submitted as part of
or in support of. a request for
interpretation. exemption. or
classification. A separate request for
confidential treatment and the basis fo
such request shall be submitted at the
time the information for which
confidential treatment is requested is
submitted. The request for confi: g1
treatment must specifically ident e
information for which such confidential
treatment is requested. To the extent




(v) If the counterparty agrees to grant
the financial institution the right to
substitute securities, include in the
written repurchase agreement the
following disclosure statement, which
must be prominently displayed in the
written repurchase agreement
immediately preceding the provision
governing the right to substitution:

“Required Disclosure

The {seller] is not permitted to substitute
other securities for those subject 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. i the {buyer] grants the right to
substitute, this maens that the [buyer's)
securities will likely be commingled with the
{seller's] own sacurities during the trading
day. The [buyer] is advised that. during any
trading day that the {buyer’s] securities are
commingled with the {selier'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
resegregate substitute securities for the
[buyer] will be subject to the [seller's] ability
to satisfy any lien or to obtain substitute
securities.”; and

{vi) Maintain possession or control of
securities that are the subject of the
agreement in accordance with § 450.4{a)
of this chapter. except when exercising
its right of substitution in accordance
with the provisions of the agreement
and paragraph (d){1){iv) of this section.

(2)(i) A confirmation issued in
accordance with paragraph (d)(1)(ii) of

this aartinn shall anacifuv the izsaner
uiis SSCUCT silas Spollly wae ssucl,

maturity date, coupon rate, par amount
and market value of the security and
shall further identify a CUSIP or
mortgage-backed security pool number,
as appropriate. except that a CUSIP or a
pool number is not required on the
confirmation if it is identified in internal
records of the broker or dealer that
designate the specific security of the
counterparty. For purposes of this
paragraph (d)(2). the market value of
any security that is the subject of the
repurchase transaction shall be the most
recently available bid price plus accrued
interest. obtained by any reasonable
and consistent methodology.

(if) A person that is a non-U.S. citizen
residing outside of the United States or »
foreign corporation, partnership, or trust
may waive, but only in writing, the right
to receive the confirmation required by
paragraph (d)(1)ii) of this section.

(3) This paragraph (d) shall not apply
to @ rep agreement between the
financial institution and a broker or
dealer (including a government
securities broker or dealer), a registered
municipal securities dealer, or s director
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or principal officer of the financial
institution or any person to the extent
that his claim is explicitly subordinated
to the claims of creditors of the financial

13C(a)(1)(B){i) of the Securities Exchange

Act of 1934 and § 400.4 of this chapter.
440.4 Form G-FIN-S. notification of

termination of association with a

institution. financis! institution that is a government
securities broker or c_!euler pursuant to
Remaining text of this part not included Ex'“;::f?:":,",ﬂ") °f:h: ms‘c“"':'f:.
in this sxcerpt. .c_h.._;'.e:,- Act of 1034 and £ 4004 of this

440.5 Form G—40S. information required of
registered government securities brokers
and dealers pursuant to section 15C of
the Securities Exchange Act of 1934 and

PART 404—RECORDKEEPING AND
PRESERVATION OF RECORDS

Sec. §§ 405.2 and 405.3 of this chapter.
404.1 Application of part to registered
brokers and deslers. Text of this part not inciuded in this
excerpt.

Sec.
4042 Records to be made and kept current
by registered government securities Under Title i of

S—Reguistions
the Goverrsment Securitiss Act of 1908

brokers and dsalers: records of non-

resident registered government securities

brokers and dealers. PART 450—CUSTODIAL HOLDINGS OF
404.3 Records to be preserved by registered QOVERNMENT SECURITIES BY

government securities brokers and DEPOSITORY INSTITUTIONS

dealers.

4044 Records to be made and preserved by Sec. .
government securities brokers sand 450.1 Scope of regulations: office
dealers that are financial institutions. responsible.

404.5 Securities counts by registered 4502 Definitions.
ot securities brokers 450.3 . Exemption for holdings subject to

government securities brokers and
dealers. ) fiduciary standards.
450.4 Custodial holdings of government
Text of this part not included in this securities.
excerpt. 450.5 Effective date.
Autho:iqu!: gec. 101, Pub. L. 99-571, 100 Stat.
PART 405—REPORTS AND AUDIT 3208 (15 U.S.C. 780-5(b)(1){A). (b)(2).
(b)(3)(B)): Sec. 201, Pub. L. 98-571. 100 Stat.
Sec. 3222-23 (31 U.S.C. 3121, 8110).
405.1 Application of part 1o registered

brokers and dealers and to financial
institutions: transition rule.

405.2 Reports to be made by registered
government securities brokers and
dealers.

405.3 Supplemental current financial and
openuonnl reports to be made by certain
registered government securities brokers
and dealers.

405.4 Financial recordkeeping and reporting
of currency and foreign transactions by
registered government securities brokers

§$450.1 Scope of reguiations; office
reaponsible.

{a) This part applies to depository
institutions that hold government
securities as fiduciary. custodian. or

ntharuise far the arcaiint af o cuetaman
Cuierwise I0r Uie SCCouni o1 & vusiviuel,

and that are not government securities
brokers or dealers. as defined in
sections 3(a)(43) and 3(a){44) of the
Securities Exchange Act of 1934 (15
U.S.C. 78c(a){43)-{44)). Depository

and dealers. institutions exempt under Part 401 of
this chapter from the requirements of
Text of this part not included in this Subch.p(er A of this ch.pter must
excerpt. comply with this part. Certain

depository institutions that are
government securities brokers or dealers
must also comply with this part. as well
as with additional requirements set forth

PART 449—FORMS, BECTION 15C OF
THE SECURITIES EXCHANGE ACT OF
1934

in § 403.5.
Sec. {b) The regulations in this subchapter
449.1 Form G-FIN, notification by financial are promulgated by the Assistant

institutions of status as government
securities broker or dealer pursuant to
section 15C(s)(1)(B)(i) of the Securities
Exchange Act of 1934.

4482 Form G-FINW, notification by
financial institutions of cessation of
status as government securities broker or
dealer pursuant to section 15C{a){1)(B){i)
of the Securities Exchange Act of 1834
and § 4008 of this chapter.

4483 Form G-FIN-4. notification by persons
associsted with financial institutions that
are government securities brokers and
dealers pursuant to section

Secretary (Domestic Finance) pursuant
to a delegation of authority from the
Secretary of the Treasury. The office
responsible for the regulations is the
Office of the Commissioner, Bureau of
the Public Debt. Procedures for
obtaining interpretations of the
regulations are set forth at § 400.2.

§$ 450.2 Definitions.
For purposes of this subchapter:
(a) “Appropriate regulatory agency™
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has the meaning set out in section
3(a)(34)(G) of the Securities Exchange
Act of 1934 (15 US.C. 78c(s)(34)G)).
except that the appropriate regulatory
agency for—

(1) An institution insured by the
Federal Savings and Loan Insurance
Corporation is the Federal Home Loan
Bank Board:

(2) A federal credit union as defined
in 12 US.C. 1752(1) and an insured
credit union as defined in 12 US.C.
1752(7) is the National Credit Union
Administration: and

(3) Any depository institution for
whom an appropriste regulatory agency
is not explicitly specified by either
section 3{a)(34)}G) or this paragraph. is
the SEC;

(b) “Customer™ includes. but is not
limited to, the counterparty to a
transaction pursuant to & repurchase
agreement for whom the depository
institution retains possession of the
security sold subject to repurchase, but
does not include a broker or dealer that
is registered pursuant to section 15, 15B
or 15C(a)(1)(A) of the Act (15 US.C. 780.
780—4, 780-5(a)(1)(A}) or that has filed
notice of its status as a government
securities broker or dealer pursuant to
section 15C(a){1)(B) of the Act (15 US.C.
780~-5(a){1)(B)) except as provided in
§ 4504.

(c) “Depository institution” has the
meaning stated in clauses (i) through (vi)
of section 19{b)(1){A} of the Federal
Reserve Act (12 U.S.C. 461(b){1)(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
terms are defined in the International
Banking Act of 1878, Pub. L. 95-369, 82
Stat. 607);

{d) “Fiduciary capacity™ includes
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

{e) “Government securities” means
those obligations described in
subparagraphs (A), (B). or (C) of section
3(a){(42) of the Securities Ex Act
of 1934 (15 US.C. 78c{a)(42)(A}{C)).

§ 4503 Exssnption for holdings subject fo
fiduciary standards.

(a) The Secretary has determined that
the rules and standards of the
Comptroller of the Currency, the Bosrd
of Governors of the Federal Reserve
System and the Federal Deposit
Insurance Corporation governing the

holding of government securities in a
fiduciary capacity by depository
institutions subject thereto are
adequate. Accordingly, such depository
institutions are exempt from this part
with respect to their holdings of
government securities in a fiduciary
capacity and their holdings of
government securities in a custodial
capacity provided that (1) such
institution has adopted policies and
procedures that would apply to such
custodial holdings all the requirements
tmposed by its appropriate regulatory
agency that are applicable to
government securities held in a fiduciary
capacity, and (2) such custodial holdings
are subject to examination by the
appropriate regulstory agency for
compliance with such fiduciary
requirements.

{b) The Secretary expects that each
appropriate regulatory agency will
notify the Department if it materially
revises its rules and standards
governing the holding of government
securities in a fiduciary capacity.

§ 450.4 Custodial hoidings of government
securities.

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

(a){1) Except as otherwise provided in
this section, a depository institution
shall maintain possession or control of
all government securities held for the
account of customers by segregating
such securities from the assets of the
depository institution and keeping them
free of any lien, charge 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,
including but not limited to a
correspondent bank or a trust company
("custodian institution™), the depository
institution shall be in compliance with
paragraph (8)(1) of this section if:

(A) The depository institution notifies
the custodian institution that such
securities are customer securities;

(B) The custodian institution
maintains such securities in an account
that is designated for customers of the
depository institution and that does not
contain proprietary securities of the
depository institution: and

(C) The depository institution
instructs the custodian institution to
maintain such securities free of any lien,
charge. or cleim of any kind in favor of
such custodian institution or any

persons claiming through it.

{ii) To the extent that a custodian
institution holds securities that have
been identified as customer securities
by a depository institution in
accordance with paragraph (a)(2)(i) of
this section, the custodian institution
shall treat such securities as customer
securities separate from any other
securities held for the sccount of the
depository institution.

(3){i) Where securities that a
depository institution is required,
pursuant to this Part 430, to keep free of
all liens, charges. or other claims
(“customer securities”) are maintained
by a depository institution at s Federal
Reserve Bank, the depository institution
shall be in compliance with paragraph
{a)(1) of this section if any lien, charge
or other claim of such Federal Reserve
Bank or any person claiming through it
against securities of the depository
institution expressly excludes customer
securities.

(ii) Notwithstanding paragraph
(@)(3)(i) of this section, a depository
institution described in that paragraph
shall be in compliance with paragraph
(a)(1) of this section if a Federal Reserve
Bank retains a lien on securities
received during the day that are
subsequently determined to be customer
securities. provided that,

{A) On that day, the depository
institution:

(1) Because of extraordinary
circumstances. at the end of that day
either requests a discount window
advance or is unable to eliminate an
overdraft with its Federal Reserve Bank
and the Federal Reserve Bank extends
credit to the depository institution in
order to assure the safety and
soundness or liquidity of the depository
institution: and

(2) After reasonable efforts, is unable
to provide the Federal Reserve Bank
with an adequate security interest in
other collateral that is clearly
identifisble as pledgeable by the
depository institution sufficient to fully
collateralize such extension of credit:

(B) The depository institution
ntly pursues with the Federal
Reserve Bank the substitution of other
collateral for securities determined to be
customer securities; and

(C) The Federal Reserve Bank agrees
that to the extent the lien extends to
collateral of a value greater than the
outstanding balance on the loan.
customer securities will be the first
collateral released from the lien.

(4)(i) To the extent that a depository
institution holds securities that have
been identified to such depository
institution as customer securities by a
government 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 accordance with Part 403 of
subchapter A of this chapter, the
depository institution shall treat such
securities as customer securities
separate from any other securities held
for the account of the government
securities broker or dealer and shall
comply with all of the provisions of this
section with respect to such customer
securities, except as provided in
paragraph (a)(4)(ii) of this section.

(ii) A clearing bank that provides
clearing services for a government
securities broker or dealer and that
maintains a segregated account as
described in § 403.4 of this chapter shall
not be required to transfer securities 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 agency of the broker or
dealer for whom such account is
maintained. Such securities shall
thereafter be segregated pursuant to the
instruction of the broker or dealer as
soon as they are no longer required by
the clearing bank as collateral for the
extension of clearing credit.

{5) A depository institution that is
subject to Part 403 is not required to
maintain possession or control of margin
securities as that term is defined in
§ 403.5(f)(1).

(6) Notwithstanding the requirement
of paragraph (a)(1) to maintain
possession or control of customer
securities, a depository institution may
lend such securities to a third party
pursuant to the written agreement of the
customer, if such loan of securities is
carried out in full compliance with
supervisory guidelines of its appropriate
regulatory agency that expressly govern
securities lending practices.

(b)(1) Except as otherwise provided in
paragraph (b)(2) of this section, a

depository institution shall issue a
confirmation or a safekeeping receipt for
each security held for a customer in
accordance with this section with the
sxception of securities that are the
subject of repurchase transactions
which are subject to the requirements of
§ 403.5(d) of this chapter. The
confirmation or safekeeping receipt
shall identify the issuer, maturity date,
par amount and coupon rate of the
security being confirmed. The
confirmation may be supplied to the
customer in any manner that complies
with applicable federal banking

tions.

(2) A depository institution shall not
be required to send the confirmation or
safekeeping receipt required by
paragraph (b)(1) of this section 10 a
customer that is a non-U.S. citizen
residing outside the United States or a
foreign corporation, partnership. or trust.
if such customer expressiy waives in
writing the right to receive such
confirmation or safekeeping receipt.

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

(1) Provide & system for identifying
each customer, and each government
security (or the amount of each issue of
8 government security issued in book-
entry form) held for the customer;

(2) Describe the customer’s interest in
the government security;

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

{4) Include a copy of the safekeeping
receipt or & confirmation issued for each
government security held: and

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

{d) Counts of government securities
held for customers in both definitive and
book-entry form shall be conducted at
least annually and such counts shall be
reconciled with customer account
records

(1) Ct;nnu of book-entry securities
and of definitive securities held outside
the possession of the depository
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institution shall be made by
reconcilistion of the records of the
depository institution with those of any
depository. depository institution, or
Federal Reserve Bank on whose books
the depository institution has securities
accounts.

(2} The depository institution
conducting the count shall also verify
any such securities in transfer. in transit,
md. loaned, borrowed, deposited,

to recetve, failed to deliver,
subject to repurchase or reverse
repurchase agreements or otherwise
subject to the depository institution's
control or direction that are not in its
physical possession, where the
securities have been in such status for
longer than thirty days.

(3) The dates and results of such
counts and reconciliations shall be
documented with differences noted in a
security count difference account not
later than seven business days after the
date of each required count and
verification as provided in this
paragraph (d).

(e) For purposes of this section. a
depository institution shall treat a
government securities broker or dealer
as & customer with respect to securities
maintained by such government
securities broker or dealer in a
Segregated Account as defined in
§ 403.4(f)(1) of this chapter and with
respect to securities otherwise identified
to the depository institution as customer
securities for purposes of maintaining
possession or control of such securities
as required by Part 403 of this chapter.
The recordkeeping 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 account of the government
securities broker or dealer. but do not
require the depository institution to keep
records identifying individual customers
of the government securities broker or

er.

(f) The records required by
paragraphs (c) and (d)(3) of this section
shall be preserved for not less than six

years, the first two years in an easily
accessible place.






