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AMENDMENTS TO REGULATIONS H AND Y  

Operations of Securities Clearing Agencies

To All Member Banks, and O thers Concerned,
in the Second Federal Reserve District:

Following is the text of a statement, relating to amendments to Regulations H and Y, issued 
by the Board of Governors of the Federal Reserve System:

The Board of Governors of the Federal Reserve System has adopted, without substantial change, pro
posed revisions of two of its regulations relative to the operations of certain clearing agencies for stock market 
transactions.

The changes are effective October 3, 1977. They were made in conformity with requirements of the Se
curities Acts Amendments of 1975. They were proposed by the Board in June, 1976.

The Board’s actions affect State member banks, or their subsidiaries, that are registered clearing agencies, 
and State member banks, bank holding companies and nonbank subsidiaries of bank holding companies that 
are participants in bank clearing agencies.

The Board amended Regulation H (Membership of State Banking Institutions in the Federal Reserve 
System) to require that State member banks or their subsidiaries that are registered clearing agencies must 
fde notice with the Board of all final disciplinary sanctions imposed by them on any firm participating in the 
operations of the clearing agency. State member banks acting as clearing agencies are 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 appropriate regulatory agency.

Printed on the following pages is an excerpt from the Federal Register of September 27, 1977, 
containing the text of an explanatory notice issued by the Board of Governors regarding the 
amendments to Regulations H and Y .  In addition, enclosed are copies of the amendments, effec
tive October 3, 1977, which also have been reprinted from the Federal Register of September 27, 
1977. Questions on the amendments may be directed to our Regulations Division (Tel. No. 212- 
791-5914).

P a u l  A. V o l c k e r ,

President.
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Title 12— Banks and Banking
CHAPTER II— FEDERAL RESERVE SYSTEM
SUBCHAPTER A— BOARD OF GOVERNORS OF 

THE FEDERAL RESERVE SYSTEM
[Regs. H and Y; Docket No. R-0042J

PART 208— MEMBERSHIP OF STATE 
BANKING INSTITUTIONS IN THE FED
ERAL RESERVE SYSTEM

PART 225— BANK HOLDING 
COMPANIES

Provision for Notices by State Member 
Bank Clearing Agencies of Disciplinary 
Sanctions; Stays and Appeals of Such 
Actions

AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Final rule.
SUMMARY: These regulations prescribe 
the form and content of notices to be 
filed with the Board by State member 
banks that are registered clearing agen
cies as required by the 1975 Amendments 
to the Securities Exchange Act regard
ing formal and summary actions taken 
by such organizations to discipline their 
participants or deny a person admission 
to, or continuance in, the clearing agen
cy. At present, there are only four limit
ed purpose trust companies that are 
State member banks subject to these new 
regulations.

These regulations also prescribe the 
procedures to be followed by State mem
ber banks, bank holding companies and 
nonbank subsidiaries of bank holding 
companies in petitioning for stays of dis
ciplinary sanctions or summary suspen
sions and for appeals to the Board from 
disciplinary sanctions imposed by banks 
that are registered clearing agencies. 
Thus, these provisions will only affect in
stitutions subject to the Board’s primary 
jurisdiction that are participants in a 
bank clearing agency.
EFFECTIVE DATE: October 3. 1977.
FOR FURTHER INFORMATION CON
TACT:

Stephen J. O’Brien, Chief, Trust Ac
tivities FTogram, Division of Banking 
Supervision and Regulation, Board of 
Governors of the Federal Reserve Sys
tem, Washington, D.C. 20551 (202-
452-3502).

SUPPLEMENTARY INFORMATION: 
The Board of Governors of the Federal 
Reserve System today announced the 
adoption of amendments to Regulation 
H 112 CFR 208.8 (g), (h) and (1)1 and 
Regulation Y [12 CFR 225.5 (d) and
(e) ], effective October 3,1977, under Sec
tions 17A, 19 and 23 of the Securities Ex
change Act of 1934, as amended (the 
“Act” ) (17 U.S.C. 78q-l, s and w). These 
amendments were published for com
ment in 41 FR 26231 (June 25, 1976). The 
amendments are adopted, with certain 
minor modifications, as proposed.

The substance of the amendments to 
Regulation H is as follows:

1. Paragraph (g) of section 208.8 pre
scribes the form and content of notices

that a registered clearing agency for 
which the Board is the appropriate regu
latory agency 1 must file with the Board 
concerning all final disciplinary actions, 
denials of participation, or prohibitions 
or limitations of participation, ordered 
by it as to any of its participants or any 
other person.

2. Paragraph (h) prescribes the form 
and content of applications to the Board 
for stays of final disciplinary sanctions, 
denials of participation or prohibitions 
or limitations of access to services im
posed by bank clearing agencies.

3. Paragraph (i) prescribes the form 
and content of applications to the Board 
for review of final disciplinary sanctions, 
denials of participation or prohibitions 
or limitations of access to services im
posed by bank clearing agencies.

The amendments to Regulation Y, 
which are similar to new § 208.8 (h) and
(i) of Regulation H described above, pre
scribe the form and content o f : applica
tions for stays by the Board of final dis
ciplinary sanctions and summary ac
tions of bank clearing agencies when the 
participant or applicant is a bank hold
ing company or a nonbank subsidiary of 
a bank holding company; and applica
tions for review by the Board of final dis
ciplinary sanctions, denials of participa
tion, or prohibitions or limitations of 
access to services imposed by bank clear
ing agencies when the participant or 
applicant is a bank holding company or 
nonbank subsidiary of a bank holding 
company.
B ackground and Effect of 1975 A mend

m ents

The Securities Acts Amendments of 
1975 (the “ 1975 Amendments” ) provide 
for, among other things, direct regula
tory oversight of disciplinary sanctions 
and denials of participation imposed by * 34

1 Aa used in this notice, the term “ bank 
clearing agency” means a clearing agency 
for which one of the Federal bank regulatory 
agencies—the Board, the Comptroller of the 
Currency (the "Comptroller” ) , or the Federal 
Deposit Insurance Corporation (the 
“FDIC” ) —is th e  appropriate regulatory 
agency. With respect to a ll other clearing 
agencies, the Securities and Exchange Com
mission (“Commission” ) is the appropriate 
regulatory agency. See section 3(a) (34) (B) of 
the Act.

One of the Federal bank regulatory agen
cies is the appropriate regulatory agency for 
a participant In a bank clearing agency when 
the participant is a federally regulated bauk, 
bank holding company, or bank holding com
pany nonbank subsidiary. With respect to all 
other participants, the Commission Is the ap
propriate regulatory agency. See section 3(a)
(34) (C) of the Act.

In general, the Federal bank regulatory 
agencies have specific Jurisdiction under the 
Act to adopt comparable rules relating to 
clearing agencies and their participants In 
situations where the Commission's rules 
would not be applicable. In accordance with 
the legislative directive regarding coopera
tion among the banking agencies and the 
Commission with respect to clearing agency 
rules, the Board has consulted the Commis
sion in adopting th e  Board’s rule*. See sec
tion 17A(d) (3) (A) (i) of the Act.

any registered clearing agency. Unde£ 
the 1975 Amendments, such clearing 
agencies must promptly file notice of 
such action (a) with the appropriate 
regulatory agency for the registered 
clearing agency and (b) with the appro
priate regulatory agency, if not the same 
regulatory agency, for a participant, ap
plicant or person on whom Is imposed 
a final disciplinary sanction, or with re
spect to whom participation is denied, or 
access to service is limited or prohibited. 
Review of any action requiring the filing 
of such notice may be had either on the 
motion of the appropriate regulatory 
agency (the Board with respect to State 
member banks, bank holding companies 
or nonbank subsidiaries of bank holding 
companies in bank clearing agencies, the 
Comptroller of the Currency with respect 
to National banks in bank clearing agen
cies, the Federal Deposit Insurance Cor
poration with respect to State nonmem
ber insured banks in bank clearing agen
cies and the Commission with respect to 
all others) or on the application of any 
person aggrieved by such action. How
ever, appeals taken to the Board or the 
other appropriate regulatory agencies do 
not automatically stay any action, al
though stays may be granted by a par
ticular agency where appropriate.

The 1975 Amendments also g ran t spe
cific authority, under certain circum
stances, to a registered clearing agency 
to take sum m ary action against partici
pants where such persons have been sus
pended or expelled from  any self-regula
tory organization, such as a national se
curities exchange or registered securities 
association. A registered clearing agency 
may also sum m arily suspend a partici
pant when such clearing agency deter
mines th a t the participant is in such 
financial or operational difficulty so as 
to endanger investors, creditors, partici
pants in the registered clearing agency 
or the registered clearing agency itself, 
or is in default of any delivery of securi
ties or funds to the clearing agency.

Finally, the 1975 Amendments intro
duced the concept of a “statutory dis
qualification” with respect to clearing 
agencies. These statutory disqualifica
tions permit, but do not automatically 
require, a registered clearing agency to 
deny or condition participation, but the 
Act requires the registered clearing 
agency to take such action if the Com
mission so orders. A registered clearing 
agency proposing to admit to participa
tion a person subject to a statutory dis
qualification must give notice to the 
Commission 30 days prior to such action. 
A person is subject to a statutory dis
qualification if such person:

1. Has been and Is expelled or suspended 
from membership or participation In, or 
barred or suspended from being associated 
with a member of, any self-regulatory orga
nization;

2. Is subject to an order of the Commis
sion denying, suspending or revoking his reg
istration as a broker, dealer or municipal 
securities dealer or barring his association 
with a broker, dealer or municipal securities 
dealer;

3. By his conduct while associated with a
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B r o k e r ,  d e a l e r  o r  m u n i c i p a l  s e c u r i t i e s  d e a le r  
h a s  b e e n  f o u n d  t o  b e  t h e  c a u s e  o f  a n y  e f fe c 
t i v e  s u s p e n s io n  o r  e x p u ls io n ;  o r  h a s  a s s o 
c ia t e d  w i t h  h i m  a n y  p e r s o n  w h o  Is  k n o w n ,  
o r  I n  t h e  e x e r c is e  o f  r e a s o n a b le  c a r e  B h o u ld  
b e  k n o w n ,  t o  b e  a  d i s q u a l i f i e d  p e r s o n ;

4. Has violated or participated In violating 
any provisions of the federal securities acts 
or the rules of the Municipal Securities Rule- 
making Board;

6. Has been convicted within the past ten 
years of any felony or misdemeanor which 
Involves certain crimes relating generally to 
securities transactions or business, perjury, 
or the misappropriation of funds or securi
ties;

6. Is enjoined from any action, conduct or 
practice in connection with the securities In
dustry or the purchase or sale of any securi
ty; or

7. Has willfully made application or sub
mitted a report containing a false or mis
leading statement with respect to any mate
rial fact or omitting any material fact which 
Is required to be stated to a self-regulatory 
organization.

D iscussion of the R ules

The notice provisions of the amend
ments provide for the content of notices 
relating to four general types of adjudi
catory actions taken by a bank clearing 
agency for which the Board is the appro
priate regulatory agency, as follows:

1. Notice of Pinal Disciplinary Action
2. Notice of Final Denial, Prohibition, Ter

mination or Limitation Based on Qualifica
tion or Administrative Rules

3. Notice of Pinal Action Based on a Statu
tory Disqualification

4. Notice of Summary Suspension of Par
ticipation or 8ummary Limitation or Prohi
bition of Access to Services

Sections 17A(b) (4) and (5) of the 
Act require that disciplinary sanctions, 
denials of participation and similar ad
judicatory findings include supporting 
statements of the registered clearing 
agency. The notice provisions are de
signed to obtain a report from the bank 
clearing agency containing such state

ments. The notice provisions have also 
been structured to satisfy, at the same
time, the requirement of Section 19(d) of
the Act that such actions be promptly 
reported to the Board. Moreover, the no
tice provisions ensure that such reports 
and notices supply sufficient information 
regarding the background, factual basis 
and issues involved in the proceeding to 
enable the Board or the appropriate reg
ulatory agency not merely to determine 
whether the case should be called up for 
review on its own motion but also to as
certain generally whether bank clearing 
agencies are adequately carrying out 
their responsibilities under the Act.

The stay provisions of the amend
ments would apply in the case of a bank 
clearing agency only where the discipli
nary sanction or summary suspension is 
taken against a participant for which 
the Board is the appropriate regulatory 
agency. Such persons desiring to stay 
bank clearing agency actions would be 
required to make application for such a 
stay pursuant to these provisions.

The amendments also provide the pro
cedures for application for review of all 
final disciplinary sanctions, participa
tion denials, and similar actions by bank 
clearing agencies against a participant 
or applicant for which the Board is the 
appropriate regulatory agency. The Sec
retary of the Board or other designated 
officer acting for the Board would serve 
a copy of the application for review on 
the bank clearing agency which, within 
10 days, must certify and file with the 
Board one copy of the record and three 
copies of an index of the record. The 
Secretary or the Board’s designee would 
then serve on the parties copies of the 
index and any other papers subsequently 
filed. The applicant may file a brief 
within 20 days after receipt of the copy 
of the index and, within 20 days there
after the bank clearing agency may file 
its brief. Oral argument may be requested

by the applicant or the bank clearing 
agency, which request may be granted 
or denied in the discretion of the Board.

As a result of a review of the proposed 
amendments and of the comments re
ceived thereon, some language has been 
clarified, the organization of the rules 
has been simplified and the following 
substantive changes have been made to 
the proposed rules:

1. The definition of "final disciplinary 
action" contained in § 208.8(g) (2) has 
been revised to exclude from the defini
tion de m inim us error fees levied by a 
bank clearing agency against partici
pants for improper clearing instructions 
when the purpose of such fees is, at 
least in part, to provide compensation 
to the clearing agency for processing the 
erroneous instruction.
2. Section 208.8(g) (8) provides that a 

bank clearing agency that summarily 
suspends or closes the accounts of a par
ticipant shall file notice of such action 
with the Board within one business day. 
The proposed rule provided that the no
tice be filed within 24 hours after the 
action. The change to one business day 
has been made in order to take into ac
count the fact that summary actions 
may occur on the day preceding a holi
day or a weekend.

3. Additional language has been added 
to § 208.8(g) (3) (A) in order to allow a 
bank clearing agency to delete from the 
notice of a final disciplinary action iden
tifying information about a respondent 
who has been found not to have com
mitted a violation. The Board has deter
mined that in such non-adverse deter
minations, non-disclosure is appropriate 
to prevent any undue damage to the bus
iness reputations of those who have been 
accused, but found innocent, of miscon
duct.
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Board of Governors of the Federal Reserve System
MEMBERSHIP OF STATE BANKING INSTITUTIONS 

IN THE FEDERAL RESERVE SYSTEM
AMENDMENT TO REGULATION H

Effective October 3, 1977, §208.8 is 
amended by adding new paragraphs
(g), (h), and (i) thereto, to read as 
follows:
§ 2 0 8 .8  H anking practices.

• • • • •
(g) State m em ber banks as registered  

clearing agencies.—<T) Requirem ent o f  
notice. Any State member bank or any 
of its subsidiaries that is a registered 
clearing agency pursuant to section 17A 
(b) of the Securities Exchange Act of 
1934 (the “Act” ), which imposes any 
final disciplinary sanction on any par
ticipant therein, denies participation 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 ap
plicant notice thereof in the manner 
prescribed herein.

(2) Notice o f 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 participant 
shall promptly file a notice thereof with 
the Board in accordance with subpara
graph (3) of this paragraph. For the 
purposes of this paragraph “final dis
ciplinary action” shall mean the imposi
tion of any disciplinary sanction pur
suant to section 17A(b) (3) (G) of the 
Act or other action of a registered clear
ing agency which, after notice and op
portunity for hearing, results in any final 
disposition of charges of:

(i) One or more violations of the rules 
of such registered clearing agency; or
(ii) Acts or practices constituting a 

statutory disqualification of a type de
fined in subparagraph (iv) or (v) (ex
cept 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 partici
pants in giving instructions to the regis
tered clearing agency which are de mini
mis on a per error basis and whose pur
pose is in part to provide 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 para
graph ( g) ( 2) .  Any notice filed pursuant 
to paragraph (2) of this paragraph shall 
consist of the following, as appropriate:

(i) The name of the respondent con
cerned together 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, identifying information with re
spect to such person may be deleted in
sofar as the notice reports the disposition 
of that charge and, prior to the filing of 
the notice, the respondent does not re
quest that identifying information be in
cluded in the notice.

(ii) A statement describing the in
vestigative or other origin of the action;

(iii) As charged in the proceeding, the 
specific provision or provisions of the 
rules of the registered clearing agency 
violated by such person or the statu
tory disqualification referred to in clause
(ii) of subparagraph (2) of this para
graph and a statement describing the 
answer of the respondent to the charges;

(iv) 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 vi
olated any rule or was subject to a statu
tory disqualification as charged; and a 
statement of the registered clearing 
agency in support of its resolution of 
the principal issues raised in the proceed
ings;

(v) A statement describing any sanc
tion imposed, the reasons therefor, and 
the date upon which such sanction has 
or will become effective; and

(vi) Such other matters as the regis
tered clearing agency may deem rele
vant.

(4) Notice of final denial, prohibition, 
term ination or limitation based on quali
fication or administrative 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 ac
cess to services offered by the clearing 
agency based on an alleged failure of 
such person to:

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

(ii) Comply with any administrative 
requirements of such registered clearing 
agency (including 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 •» disci
plinary sanction
shall not be considered a “final disci
plinary action” for purposes of para
graph (g)(2) of this section, but notice 
thereof shall be promptly filed with the 
Board and the appropriate regulatory 
agency (if other than the Board) for 
the affected person in accordance with 
paragraph (g)(5) of this section: pro
vided 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, Including 
a hearing, or otherwise exhausted his 
administrative remedies within the reg
istered clearing agency with respect to 
such a matter.

(5) Content of notice required by par
agraph (g) (4 ). Any notice filed pursuant 
to subparagraph (4) of this paragraph 
shall consist of the following, as appro
priate:

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

(ii) The specific grounds upon which 
the action of the registered clearing 
agency was based, and a statement de
scribing the answer of the person con
cerned;

(iii) 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 state
ment of the registered clearing agency in

For this Regulation to be complete, retain :
1) Regulation H pamphlet, as amended effective March 18, 1969.
2) Amendments effective December 21, 1973; March 2, 1974; September 16, 1974; Sep

tember 22, 1974; December 1, 1975; February 26, 1976; April 13, 1977; and October 
31, 1977.

3) This slip sheet.
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support of the resolution of the principal 
Issues raised in the proceeding;

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

(v) Such other matters as the regis
tered clearing agency deems relevant.

(6) N otice of. final action based upon 
prior adjudicated sta tutory disqualifica
tions. Any registered clearing agency for 
which the Board is the appropriate regu
latory agency that takes any final action 
with respect to any person that;

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

(ii) Is based upon a statutory disquali
fication of a type defined in subpara
graph (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 accordance with sub- 
paragraph (7) of this paragraph; pro
vided. however, that no such action shall 
be considered “final” pursuant to this 
subparagraph which results merely from 
a notice of such failure to the person 
afTected, if such person has not sought 
an adjudication of the matter, including 
a hearing, or otherwise exhausted his ad
ministrative remedies within the regis
tered clearing agency with respect to 
such a matter.

(7) Content of notice required by sub- 
paragraph (g ) <fi). Any notice filed pur
suant to subparagraph (6) of this para
graph shall consist of the following, as 
appropriate:

(i) 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;

(ii> A statement setting forth the prin
cipal 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;

(ill) 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 dis
qualification is based;

(iv) A copy of the order or decision of 
the court, the appropriate regulatory 
agency or the self-regulatory organiza
tion which adjudicated the matter giving 
rise to such statutory disqualification;

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

(vi) Such other matters as the regis
tered clearing agency deems relevant.

(vii) N otice o f sum m ary suspension o f  
participation. Any registered clearing 
agency for which the Board is the ap
propriate regulatory agency that sum
marily suspends or closes the accounts 
of a participant pursuant to the provi
sions of section 17A(b) (5) (C) of the 
Act, shall within one business day after 
the effectiveness of such action file no
tice thereof with the Board and the ap
propriate regulatory agency for the par

ticipant (if other than the Board) of 
such action in accordance with subpara
graph (9) of this paragraph.

(9) C ontent o f notice o f sum mary sus
pension o f participation. Any notice pur
suant to subparagraph (8) of this para
graph shall contain at least the following 
information, as appropriate:

(i) The name of the participant con
cerned together with the participant’s 
last known address as reflected in the 
records of the registered clearing agency;

(il) The date upon which such sum
mary action has or will become effective;

(Jii) If such summary action is based 
upon the provisions of section 17A(b) (5)
(C) (1) of the Act, a copy of the relevant 
order or decision of the self-regulatory 
organization if available to the regis
tered clearing agency;

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

(v) If such summary action is based 
upon the provisions of section 17A(b)
(5) (C) (iii) of the Act, a statement de
scribing the financial or operating diffi
culty of the participant based upon 
which the registered clearing agency de
termined that such suspension and clos
ing of accounts was necessary for the 
protection of the clearing agency, its 
participants, creditors or investors;

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

(vii) Such other matters as the regis
tered clearing agency deems relevant.

(h) Applications for  stays o f discipli
nary sanctions or sum mary suspensions 
by a registered clearing agency. If a reg
istered clearing agency for which the Se
curities and Exchange Commission is not 
the appropriate regulatory agency im
poses any final disciplinary sanction pur
suant 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 imposi
tion 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 o f final dis
ciplinary sanctions, denials o f participa
tion or prohibitions or limitations of ac
cess to services imposed by registered  
clearing agencies.—(1) Scope. Proceed
ings on an application to the Board un
der 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, (i) An application for 
review pursuant to section 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 
section 19(d) (1) of the Act and received 
by the aggrieved person applying for re

view, or within such longer period as the 
Board may determine. The Secretary of 
the Board shall serve a copy of the appli
cation on the registered clearing agency, 
which shall, within ten 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.

(ii) 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 ob
jection is taken, and the relief sought. 
Any application not perfected by such 
timely brief or statement may be dis
missed as abandoned.

(iii) Within 20 days after receipt of 
the applicant’s brief or statement the 
registered clearing agency may file an 
answer thereto, and within 10 days of re
ceipt of any such answer the applicant 
may file a reply. Any such papers not 
filed within the time provided by items 
(i), (ii), or (iii) will not be received ex
cept upon special permission of the 
Board.

(iv) On its own motion, the Board 
may direct that the record under review 
be supplemented with such additional 
evidence as it may deem relevant. Never
theless, the registered clearing agency 
and persons who may be aggrieved by 
such clearing agency’s action shall not be 
entitled 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 ad
ditional evidence is material and that 
there were reasonable grounds for failure 
to present such evidence in the proceed
ings before the registered clearing agen
cy. Any request for leave to aduce ad
ditional evidence shall be filed promptly 
so as not to delay the disposition of the 
proceeding.

(v) Oral argument before the Board 
may be requested by the applicant or the 
registered clearing agency as follows:

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

(B) 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 argument.

(vi) 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 § 263.21 of the Rules of Practice relat
ing to formal requirements to the papers 
filed.
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Board of Governors o f the Federal Reserve System 

BANK HOLDING COMPANIES

AMENDMENT TO REGULATION Y

Effective October 3, 1977, §225.5 is 
amended by adding new paragraphs
(d) and (e) thereto, to read as fol
lows :
§ 2 2 5 .5  A dm inistration.

• • • • •
(d) Applications for  stays o f  discipli

nary sanctions or sum m ary suspensions 
by a registered clearing 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 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 other
wise, 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.

(e) Applications for  review o f final dis
ciplinary sanctions, denials o f participa
tion or prohibitions or limitations of ac
cess to  services imposed by legistered  
clearing agencies.—(1) Scope. Proceed
ings on an application to the Board un
der Section 19(d) (2) of the Act by a per
son that is subject to the Board’s juris
diction 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, (i) An application tor 
review pursuant to section 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' tc 
section 19(d) (1) of the Act and received

by the aggrieved person applying for re
view, or within such longer period as the 
Board may determine. The Secretary of 
the Board shall serve a copy of the appli
cation on the registered clearing agency, 
which shall, within ten days after re
ceipt 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.

(ii) 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 spe
cific grounds on which the application is 
based, the particular findings of the reg
istered clearing agency to which objec
tion is taken, and the relief sought. Any 
application not perfected by such timely 
brief or statement may be dismissed as 
abandoned.

(iii) Within 20 days after receipt of 
the applicant’s brief or statement the 
registered clearing agency may file an 
answer thereto, and within 10 days of 
receipt of any such answer the applicant 
may file a reply. Any such papers not 
filed within the time provided by items 
(i), (ii), or (iii) will not be received 
except upon special permission of the 
Board.

(iv) On its own motion, the Board may 
direct that the record under review be 
supplemented with such additional evi
dence as it may deem relevant. Never
theless, the registered clearing agency 
and persons who may be aggrieved by 
such clearing agency’s action shall not 
be entitled to adduce evidence not pre
sented in the proceedings before the 
registered clearing agency unless it is

shown to the satisfaction of the Board 
that such additional evidence is material 
and that there were reasonable grounds 
for failure to present such evidence in 
the proceedings before the registered 
clearing agency. Any request for leave to 
adduce additional evidence shall be filed 
promptly so as not to delay the disposi- 
position of the proceeding.

(v) Oral argument before the Board 
may be requested by the applicant or the 
registered clearing agency as follows:

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

(B) 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 par
ties, without oral argument.

(vi) 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.

F o r  this R egulation  to be com plete, re ta in :
1) R egulation  Y  pamphlet, as am ended effective  June 24, 1974.
2) C orrective  amendments e ffective  June 24, 1974.
3 ) A m endm ents effective  D ecem ber 1, 1975; M ay 15, 1976; and O ctob er 13, 1976.
4) T h is slip sheet.
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