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AMENDMENTS TO REGULATIONS H AND Y 

Clearing Agencies

TO ALL MEMBER BANKS,
BANK HOLDING COMPANIES,

AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of Governors of the Federal Reserve System has adopted, 
without substantial change, revisions of two of its regulations relative to the 
operations of certain clearing agencies for stock market transactions which were 
proposed by the Board in June 1976. The changes became effective October 3, 
1977. They were made in conformity with requirements of the Securities Acts 
Amendments of 1975.

The Board's actions affect State member banks ,  or their  subsid iar ies ,  
that are  registered  clearing agencies ,  and State member banks,  bank holding 
companies, and nonbank subsid iar ies  of bank holding companies that a re  part ic i 
pants in bank clearing agencies.

The Board amended Regulation H, "Membership of State Banks in the 
Federal Reserve System," to require  that State member banks or their  subs id 
iaries that a re  registered clearing agencies must file notice with the Board of all 
final disc ip linary  sanctions imposed by them on any firm participating in the 
operations of the clearing agency. State member banks acting as clearing agen
cies a re  also required  to file notice with the Board of any denials of applications 
to participate in their  clearing operations.

The Board amended Regulation Y, "Bank Holding Companies," and 
Regulation H to establish procedures for requesting stays and review by the 
Board of disciplinary sanctions and denials of participation imposed by bank 
clearing agencies when the Board is the appropria te  regulatory agency.

Member banks and others should file the enclosed amendments in 
their Regulations Binder. If you have any questions regarding Regulation H, 
please contact Marvin McCoy in this Bank's Examination Department, Ext. 6275.

Banks and others are encouraged to use the following to ll-free incoming WATS numbers in contacting th is Bank: 
1-800-492-4403 (intrastate) and 1-800-527-4970 (interstate). For calls placed locally, please use 651 plus the 
extension referred to above.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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Questions pertaining to Regulation Y should be directed to Mrs. Sydna Cordon 
of the Regulations Department, Ext. 6182.

Additional copies of the amendments will be furnished upon request 
to the Secre tary 's  Office of this Bank, Ext. 6267.

Sincerely yours ,

Robert H. Boykin

First Vice President

Enclosures (2)



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

MEMBERSHIP OF STATE BANKING INSTITUTIONS 
IN THE FEDERAL RESERVE SYSTEM

A M E N D M E N T  TO R E G U L A T IO N  H f

Effective October 3, 1977, §208.8 is amended by 
adding new paragraphs (g), (h) and (i) as follows:

SECTION 208.8 —  BANKING PRACTICES

(g) State member banks as registered clearing 
agencies

(1) Requirement of notice

Any State member bank or any of its subsidiaries 
that is a registered clearing agency pursuant to Sec
tion 17A(b) of the Securities Exchange Act of 1934 
(the “Act”), which imposes any final disciplinary 
sanction on any participant therein, denies partici
pation to any applicant or prohibits or limits any 
person in respect to access to services offered by 
such registered clearing agency, shall file with the 
Board and the appropriate regulatory agency (if 
other than the Board) for a participant or applicant 
notice thereof in the manner prescribed herein.

(2) Notice of final disciplinary action

Any registered clearing agency for which the Board 
is the appropriate regulatory agency that takes any 
final disciplinary action with respect to any partici
pant shall promptly file a notice thereof with the 
Board in accordance with subparagraph (3) of this 
paragraph. For the purposes of this paragraph 
"final disciplinary action” shall mean the imposi
tion of any disciplinary sanction pursuant to §17A
(b) (3) (G) of the Act or other action of a registered 
clearing agency which, after notice and opportunity 
for hearing, results in any final disposition of 
charges of:

(A) One or more violations of the rules of such 
registered clearing agency; or

(B) Acts or practices constituting a statutory 
disqualification of a type defined in subpara
graph (D) or (E) (except prior convictions) of 
Section 3(a) (39) of the Act.

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

(3) Content of notice required by subparagraph
(2)

Any notice filed pursuant to subparagraph (2) of 
this paragraph shall consist of the following, as 
appropriate:

(A) The name of the respondent concerned to
gether with the respondent’s last known address 
as reflected on the records of the' registered 
clearing agency and the name of the person, 
committee, or other organizational unit that 
brought the charges involved; except that, as to 
any respondent who has been found not to have 
violated a provision covered by a charge, identi
fying information with respect to such person 
may be deleted insofar as the notice reports the 
disposition of that charge and, prior to the filing 
of the notice, the respondent does not request 
that identifying information be included in the 
notice.

(B) A statement describing the investigative or 
other origin of the action;

(C) As charged in the proceeding, the specific 
provision or provisions of the rules of the regis
tered clearing agency violated by such person 
or the statutory disqualification referred to in 
clause (B) of subparagraph (2) of this paragraph 
and a statement describing the answer of the 
respondent to the charges;

>u For this Regulation to be complete as amended effective October 31, 1977, retain:
1) Printed Regulation pamphlet as amended effective March 18, 1969;
2) Amendments to §208.10(b) and (c) effective December 21, 1973;
3) Amendments adding a new §208.8 and renumbering succeeding section effective March 2, 1974;
4) Amendment effective September 16, 1974;
5) Amendment effective September 22, 1974;
6) Amendment effective October 17, 1975;
7) Amendment effective April 13, 1977;
8) This slip sheet; and
9) Amendment effective October 31, 1977.



(D) A statement setting forth findings of fact 
with respect to any act or practice in which such 
respondent was charged with having engaged in 
or omitted; the conclusion of the registered 
clearing agency as to whether such respondent 
violated any rule or was subject to a statutory 
disqualification as charged; and a statement of 
the registered clearing agency in support of 
its resolution of the principal issues raised in the 
proceedings;

(E) A  statement describing any sanction im
posed, the reasons therefor, and the date upon 
which such sanction has or will become effec
tive; and

(F) Such other matters as the registered clearing 
agency may deem relevant.

(4) Notice of final denial, prohibition, termina
tion, or limitation based on qualification or admin
istrative rules

Any registered clearing agency for which the 
Board is the appropriate regulatory agency that 
takes any final action which denies participation 
to, or conditions the participation of, any person 
or prohibits or limits any person with respect to 
access to services offered by the clearing agency 
based on an alleged failure of such person to:

(A) Comply with the qualification standards 
prescribed by the rules of such registered clear
ing agency pursuant to Section 17A(b) (4) (B) of 
the Act; or

(B) Comply with any administrative require
ments of such registered clearing agency (in
cluding failure to pay entry or other dues or 
fees or to file prescribed forms or reports) not 
involving charges of violations which may lead 
to a disciplinary sanction

shall not be considered a “final disciplinary action” 
for purposes of subparagraph (2), but notice there
of shall be promptly filed with the Board and the 
appropriate regulatory agency (if other than the 
Board) for the affected person in accordance with 
subparagraph (5); provided, however, that no such 
action shall be considered “final” pursuant to this 
subparagraph that results merely from a notice of 
such failure to the person affected, if such person 
has not sought an adjudication of the matter, in
cluding a hearing, or otherwise exhausted his ad
ministrative remedies within the registered clear
ing agency with respect to such a matter.

(5) Content of notice required by subparagraph 
(4)

Any notice filed pursuant to subparagraph (4) of 
this paragraph shall consist of the following, as 
appropriate:

(A) The name of each person concerned to
gether with each such person’s last known ad
dress as reflected in the records of the registered 
clearing agency;

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

(C) A statement setting forth findings of fact 
and conclusions as to each alleged failure of the 
person to comply with qualification standards, 
or comply with administrative obligations, and 
a statement of the registered clearing agency in 
support of the resolution of the principal issues 
raised in the proceeding;

(D) The date upon which such action has or will 
become effective; and

(E) Such other matters as the registered clearing 
agency deems relevant.

(6) Notice of final action based upon prior 
adjudicated statutory disqualifications

Any registered clearing agency for which the 
Board is the appropriate regulatory agency that 
takes any final action with respect to any person 
that:

(A) Denies or conditions participation to any 
person or prohibits or limits access to services 
offered by such registered clearing agency; and

(B) Is based upon a statutory disqualification of 
a type defined in subparagraph (A), (B), or (C) 
of Section 3(a)(39) of the Act or consisting of a 
prior conviction as described in subparagraph
(E) of said Section 3(a)(39)

shall promptly file notice thereof with the Board 
and the appropriate regulatory agency (if other 
than the Board) for the affected person in accord
ance with subparagraph (7) of this paragraph; pro
vided, however, that no such action shall be con
sidered “final” pursuant to this subparagraph 
which results merely from a notice of such failure 
to the person affected, if such person has not 
sought an adjudication of the matter, including a 
hearing, or otherwise exhausted his administrative 
remedies within the registered clearing agency 
with respect to such a matter.



(7) Content of notice required by subparagraph 
(6)

Any notice filed pursuant to subparagraph (6) of 
this paragraph shall consist of the following, as 
appropriate:

(A) The name of the person concerned, together 
with each such person’s last known address as 
reflected in the records of the registered clearing 
agency;

(B) A statement setting forth the principal issues 
raised, the answer of any person concerned, and 
a statement of the registered clearing agency in 
support of its resolution of the principal issues 
raised in the proceeding;

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

(D) A copy of the order or decision of the 
court, the appropriate regulatory agency or the 
self-regulatory organization which adjudicated 
the matter giving rise to such statutory disquali
fication;

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

(F) Such other matters as the registered clearing 
agency deems relevant.

(8) Notice of summary suspension of participa
tion

Any registered clearing agency for which the 
Board is the appropriate regulatory agency that 
summarily suspends or closes the accounts of a 
participant pursuant to the provisions of Section 
17A(b)(5)(C) of the Act, shall within one business 
day after the effectiveness of such action file notice 
thereof with the Board and the appropriate regu
latory agency for the participant (if other than the 
Board) of such action in acordance with subpara
graph (9) of this paragraph.

(9) Content of notice of summry suspension of 
participation

Any notice pursuant to subparagraph (8) of this 
paragraph shall contain at least the following in 
formation, as appropriate:

(A) The name of the participant concerned to

gether with the participant’s last known address 
as reflected in the records of the registered 
clearing agency;

(B) The date upon which such summary action 
has or will become effective;

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

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

(E) If such summary action is based upon the 
provisions of Section 17A(b)(5)(C)(iii) of the 
Act, a statement describing the financial or op
erating difficulty of the participant based upon 
which the registered clearing agency determined 
that such suspension and closing of accounts was 
necessary for the protection of the clearing 
agency, its participants, creditors, or investors;

(F) The nature and effective date of the suspen
sion; and

(G) Such other matters as the registered clearing 
agency deems relevant.

(h) Applications for stays of disciplinary sanc
tions or summary suspensions by a registered 
clearing agency

If a registered clearing agency for which the Se
curities and Exchange Commission is not the ap
propriate regulatory agency imposes any final dis
ciplinary sanction pursuant to Section 17A(b)(3)
(G) of the Act, or summarily suspends or limits 
or prohibits access pursuant to Section 17A(b)(5)
(C) of the Act, any participant aggrieved thereby 
for which the Board is the appropriate regulatory 
agency may file with the Board, by telegram or 
otherwise, a request for a stay of imposition of 
such action. Such request shall be in writing and 
shall include a statement as to why such stay 
should be granted.

(i) Application for review of final disciplinary 
sanctions, denials of participation, or prohibitions 
or limitations of access to services imposed by 
registered clearing agencies



(1) Scope

Proceedings on an application to the Board under 
Section 19(d)(2) of the Act by a person that is 
subject to the Board’s jurisdiction for review of 
any action by a registered clearing agency for 
which the Securities and Exchange Commission is 
not the appropriate regulatory agency shall be 
governed by this paragraph.

(2)Procedure

(A) An application for review pursuant to Sec
tion 19(d)(2) of the Act shall be filed with the 
Board within 30 days after notice is filed by 
the registered clearing agency pursuant to Sec
tion 19(d)(1) of the Act and received by the 
aggrieved person applying for review, or within 
such longer period as the Board may determine. 
The Secretary of the Board shall serve a copy 
of the application on the registered clearing 
agency, which shall, within 10 days after receipt 
of the application, certify and file with the 
Board one copy of the record upon which the 
action complained was taken, together with 
three copies of an index to such record. The 
Secretary shall serve upon the parties copies of 
such index and any papers subsequently filed.

(B) Within 20 days after receipt of a copy of the 
index, the applicant shall file a brief or other 
statement in support of his application which 
shall state the specific grounds on which the 
application is based, the particular findings of 
the registered clearing agency to which objec
tion is taken, and the relief sought. Any appli
cation not perfected by such timely brief or 
statement may be dismissed as abandoned.

(C) Within 20 days after receipt of the appli
cant’s brief or statement the registered clearing 
agency may file an answer thereto, and within 
10 days of receipt of any such answer the appli
cant may file a reply. Any such papers not filed 
within the time provided by items (A), (B), or

(C) will not be received except upon special 
permission of the Board.

(D) On its own motion, the Board may direct 
that the record under review be supplemented 
with such additional evidence as it may deem 
relevant. Nevertheless, the registered clearing 
agency and persons who may be aggrieved by 
such clearing agency’s action shall not be en
titled to adduce evidence not presented in the 
proceedings before the registered clearing 
agency unless it is shown to the satisfaction of 
the Board that such additional evidence is m a
terial and that there were reasonable grounds 
for failure to present such evidence in the pro
ceedings before the registered clearing agency. 
Any request for leave to adduce additional evi
dence shall be filed promptly so as not to delay 
the disposition of the proceeding.

(E) Oral argument before the Board may be re
quested by the applicant or the registered clear
ing agency as follows:

(i) By the applicant with his brief or statement 
or within 10 days after receipt of the registered 
clearing agency’s answer, or

(ii) By the registered clearing agency with its 
answer.

The Board, in its discretion, may grant or deny 
any request for oral argument and, where it 
deems it appropriate to do so, the Board will 
consider an application on the basis of the 
papers filed by the parties, without oral argu
ment.

(F) The Board’s Rules of Practice for Formal 
Hearings shall apply to review proceedings 
under this rule to the extent that they are not 
inconsistent with this rule. Attention is directed 
particularly to Section 263.21 of the Rules of 
Practice relating to formal requirements as to 
the papers filed.



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

BANK HOLDING COMPANIES

AMENDMENT TO REGULATION Yf

Effective October 3, 1977, §225.5 is amended 
by adding new paragraphs (d) and (e) as follows:

SECTION 225.5 —  A D M IN ISTR A TIO N

(d) Applications for stays of disciplinary sanc
tions or summary suspensions by a registered clear
ing agency.

* * * * *

If a registered clearing agency for which the 
Securities and Exchange Commission is not the 
appropriate regulatory agency, imposes any final 
disciplinary sanction pursuant to Section 17A(b)
(3)(G) of the Act, or summarily suspends or lim
its or prohibits access pursuant to  Section 17A (b)
( 5 ) ( C )  of the Act, any participant aggrieved 
thereby for which the Board is the appropriate 
regulatory agency may file with the Board, by tele
gram or otherwise, a request for a stay of impo
sition of such action. Such request shall be in 
writing and shall include a statement as to why 
such stay should be granted.

(e) Applications for review of final disciplinary 
sanctions, denials of participation, or prohibitions 
or limitations of access to services imposed by 
registered clearing agencies.

(1) Scope

Proceedings on an application to the Board 
under Section 1 9 (d )(2 )  of the Act by a per
son that is subject to  the Board’s jurisdiction for 
review of any action by a registered clearing 
agency for which the Securities and Exchange 
Commission is not the appropriate regulatory 
agency shall be governed by this paragraph.

(2) Procedure

(A ) An application for review pursuant to Sec
tion 19(d )(2 ) of the Act shall be filed with 
the Board within 30 days after notice is filed by 
the registered clearing agency pursuant to Sec
tion 1 9 (d )(1 )  of the Act and received by the 
aggrieved person applying for review, or within 
such longer period as the Board may determine. 
The Secretary of the Board shall serve a copy of 
the application on the registered clearing 
agency, which shall, within 10 days after receipt 
of the application, certify and file with the 
Board one copy of the record upon which the 
action complained was taken, together with 
three copies of an index to such record. The 
Secretary shall serve upon the parties copies of 
such index and any papers subsequently filed.

(B) Within 20 days after receipt of a copy of 
the index, the applicant shall file a brief or 
other statement in support of his application 
which shall state the specific grounds on which 
the application is based, the particular findings 
of the registered clearing agency to which objec
tion is taken, and the relief sought. Any applica
tion not perfected by such timely brief o r  state
ment may be dismissed as abandoned.

(C ) W ithin 20 days after receipt of the appli
cant’s brief or statement the registered clearing 
agency may file an answer thereto, and within 
10 days of receipt of any such answer the appli
cant may file a reply. Any such papers not filed 
within the time provided by items (A ) ,  (B ), or
(C) will not be received except upon special 
permission of the Board.

tFor this Regulation to be complete as amended effective October 3, 1977, retain:
1) Printed Regulation Y pamphlet as amended effective June 24, 1974;
2) Technical corrections in Regulation Y pamphlet covering Sections 225.3 and 225.4;
3) Amendment effective December 1, 1975, Section 225.5(c);
4) Amendment effective May 15, 1976, adding a new section 225.6;
5) Amendment effective October 13, 1976, adding footnote 4 at the end of paragraph 225.4(a) ( 6 ) (iii); and
6) This slip sheet.



(D )  On its own motion, the Board may direct 
that the record under review be supplemented 
with such additional evidence as it may deem 
relevant. Nevertheless, the registered clearing 
agency and persons who may be aggrieved by 
such clearing agency’s action shall not be en 
titled to adduce evidence not presented in the 
proceedings before the registered clearing 
agency unless it is shown to the satisfaction of 
the Board that such additional evidence is m ate
rial and that there were reasonable grounds for 
failure to present such evidence in the proceed
ings before the registered clearing agency. Any 
request for leave to adduce additional evidence 
shall be filed promptly so as not to delay the dis
position of the proceeding.

(E ) Oral argument before the Board may be 
requested by the applicant o r  the registered

clearing agency as follows:
(i) By the applicant with his brief or statement 
or within 10 days after receipt of the registered 
clearing agency’s answer, or

(ii) By the registered clearing agency with its 
answer.

The Board, in its discretion, may grant or deny 
any request for oral argument and, where it 
deems it apropriate to do so, the Board will 
consider an application on the basis of the papers 
filed by the parties, without oral argument.

(F) The Board’s Rules of Practice for Formal 
Hearings shall apply to review proceedings 
under this rule to the extent that they are not 
inconsistent with this rule. Attention is directed 
particularly to Section 263.21 of the Rules of 
Practice relating to formal requirements as to 
papers filed.




