
a t  c i r c u l a r  n o . ldlzl

March 2, 1993

To the Addressee:
Enclosed is a copy of Appendix A, revised effective March 

16, 1993, to this Bank's Operating Circular No. 18. This 
appendix contains changes in the terms of the agreement between 
this Bank and custodians of collateral pledged under 31 CFR 202 
and 203. The changes make explicit the restriction that only 
custodians that hold the collateral on their own premises may 
enter into the agreement contained in that Appendix; in cases 
where the collateral is held elsewhere, a different agreement 
with the Reserve Bank must be executed.

A letter of instructions regarding the re-execution of such 
third-party custody agreements has been sent, with the new 
appendix, to the institutions involved.

If you have any questions about this matter, please contact 
Anthony Pietrangolare (Tel. No. 212-720-5394) or Donald Wenner 
(Tel. No. 212-720-5278).

Circulars Division
FEDERAL RESERVE BANK OF NEW YORK
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Federal Reserve Bank 
of New York

F isca l A g en t o f  the U n ited  States

Appendix A to 
Operating Circular No. 18

Revised effective March 16, 1993

THIRD-PARTY CUSTODY AGREEMENT 
FOR TREASURY TAX AND LOAN COLLATERAL

[Depository Institution’s Offer to Contract and Application 
for Designation as a Third-Party Custodian of Collateral 

Pledged Under 31 C.F.R. Parts 202 and 203]

To All Depository Institutions in
the Second Federal Reserve District:
T h is op eratin g circular ap p en d ix  (th e  “A p p en d ix ”) sets forth th e term s o f  

the agreem en t b etw een  a d ep o sito ry  in stitu tio n  (th e  “C u stod ian ”) and th is B ank  

regarding the h o ld in g , as agen t for th e B ank and any oth er F ederal R eserv e  B ank  

in its ca p a city  as F isca l A g en t o f  th e U n ited  States, o f  secu rities  p led g ed  to  su ch  

R eserv e  Bank b y any oth er d ep o sito ry  in stitu tion  (th e  “P led g o r”) to  secu re d e

p o sits  o f  p u b lic  m o n ey  under the p rovision s o f  Parts 2 0 2  and 2 0 3  o f  T itle 3 1 ,  

C od e o f  F ed eral R egu lation s. To su p p ort its ap p lication  under th is A p p en d ix , 

the C u stod ian  represents that it is  in th e b u sin ess o f  p rovid in g sec u r itie s  sa fe

k eep in g  s e r v ic e s  for oth er d ep o sito ry  in stitu tio n s and has d o n e so  for at least  

on e year. In order for a C u stod ian  to be q u alified  and d esig n a ted  as a C u stod ian  

by th is B ank, th e C u stod ian  m u st ex ecu te  and return to th is B ank a letter a g ree

m ent in th e form  sp e c ifie d  in  th e E xh ib it to  th is A p p en d ix .

T h is ap p lication  is for u se  o n ly  b y C u stod ian s that hold  collateral in sa fe

k eep in g  on  th eir prem ises. W ith  the k n o w led g e  and prior approval o f  th e R e

serv e  B ank, and after ex ecu tin g  sp e c ific  agreem en ts required b y  the R eserv e  

Bank for su ch  ex ten d ed  cu sto d y  arrangem ents, C u stod ian s m ay p la ce  secu rities  

in the cu sto d y  o f  a d ep o sito ry  w h ich  is  an S .E .C .-reg istered  clea r in g  a g en cy  

approved b y  th e U n ited  States D ep artm en t o f  the T reasury for su ch  p u rp oses, 

for transfer to a R eserv e  Bank acco u n t w h ich  has b een  esta b lish ed  to  rece iv e  

p led g es o f  secu rities at su ch  d ep ository, su b ject to  term s and co n d itio n s a ccep t

able to th e R eserv e  B ank.
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Terms of Agreement

C u stod ian  h ereb y a p p lies to the F ederal R eserv e  Bank o f  N ew  York to  act 

as a third party cu sto d ia n  for the B ank and any oth er Federal R eserv e  Bank (an y  

o f  w h ich  are h erein after referred to as the “R eserv e B ank”). I f  d esig n a ted  as 

q u a lified  to be a C u stod ian  b y the R eserv e  B ank, and in con sid eration  o f  the  

b en efits  and p r iv ile g e s  related to such d esig n a tio n , the C u stod ian  p ro m ises, 

w arrants and agrees:

1. To hold  in its cu stod y, as agent o f  the R eserv e B ank, th o se  e lig ib le  se c u 

rities w h ich  a P led g o r m ay p led g e as collateral to secu re d ep o sits  o f  p u b lic  

m o n ey  under th e p rovision s o f  31  C .F.R . Parts 2 0 2  and 2 0 3 .  (Fed eral R e

serv e  b ook -entry e lig ib le  secu ritie s  may not be h eld  b y a cu sto d ia n .)

2 . To h old  the secu ritie s  p led g ed  su b ject e x c lu siv e ly  to th e R eserv e  B a n k ’s 

w ritten or p rop erly  au th en ticated  w ired  in stru ction s for release, d elivery, 

su b stitu tion , w ithdraw al or oth er d isp o sitio n . A ll in stru ction s sh all b e e x 

ecu ted  w ith ou t d elay upon receip t o f  a w ritten  or properly authenticated  

w ired  order from  th e R eserv e  Bank to that e ffe c t. “W ired ” tran sm ission s  

as referred to in th is d o cu m en t m ay b e sent b y cab le, fa cs im ile , telegraph, 

telep h on e or oth er electro n ic  tran sm ission  d esig n a ted  by the R eserv e  B ank.

3 . To hold  all co llateral in sa fek eep in g  on the C u stod ian ’s prem ises.

4 .  To support ev ery  p led g e o f  collateral by issu in g  to the R eserv e  B ank an 

ad v ice  o f  cu stod y, in co n fo rm a n ce w ith  the follow ing:

(a ) each  a d v ice  o f  cu sto d y  issu ed  shall b e d eliv ered  to the R eserv e  Bank  

in accord an ce w ith  the R eserv e  B a n k ’s d eliv ery  tim e sch ed u les;

(b ) each  ad v ice  o f  c u sto d y  sh all b e issu ed  o n ly  after the C u stod ian  has 

co n firm ed  that it p o s s e s s e s  the secu rities, i.e., that the secu ritie s  are

(i)  presen t on the C u stod ian ’s p rem ises, or ( ii )  in the p o ss e ss io n  o f  

a transfer agen t for the pu rp ose o f  re-registering th em  in th e n am e  

o f  th e C u stod ian ’s nom in ee;

(c )  each  ad v ice  o f  cu sto d y  issu ed  shall in clu d e o n ly  secu rities  w h ich  are 

n eg o tia b le  or transferable. (F or requirem ents regarding a ssig n m en t o f  

secu rities, see 31  C .F R . Part 2 0 2 .6 ( d )  or 2 0 3 .1 5 ( e ) ) ;

(d ) each  a d vice o f  cu sto d y  issu ed  shall sp ecify , w ith ou t lim ita tio n , the  

follow ing:

(i) the nam e o f  the Pledgor;

(ii)  the n am e o f  the C u stod ian ’s n o m in ee  i f  any, in w h o se  n am e the  

p led g ed  secu ritie s  are registered;

(ii i)  a fu ll d escrip tio n  o f  th e security, in clu d in g  the n am e o f  th e is 

suer, C U S IP  num ber, m aturity date, and rate o f  interest;

(iv )  the o r ig in a l fa ce  valu e o f  the security, and the rem ain in g b alan ce  

for d ec lin in g  b alan ce secu rities;
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(v )  th e nam e o f  th e R eserv e Bank pled gee;

(v i)  the p u rpose o f  the p led ge, i.e., w h eth er th e collateral is  b ein g  

p led g ed  to the Treasury under 31  C .E R . Part 2 0 2  or Part 2 0 3 .  

Separate a d v ices o f  cu sto d y  sh ou ld  be issu ed  for collateral 

p led g ed  under ea ch  Part.

5 . T hat an ad v ice  o f  cu sto d y  regu larly  issu ed  w ith  p rin ted , fa cs im ile , or o th 

er non-m anual sign atu re o f  an au th orized  o fficer  or an e lectro n ic  trans

m issio n  o f  the C u stod ian  shall have th e sam e e ffe c t as i f  issu ed  and m an 

u ally  sig n ed  by an au th orized  o fficer  o f  th e C u stod ian , provid ed  the R e

serv e  Bank receiv in g  the a d v ice  has rece iv ed  prior w ritten  n o tice, and ap

proved o f  the C u stod ian ’s p roced u res in th is resp ect.

6 . T hat each  a d vice o f  cu sto d y  issu ed  to  the R eserve B ank shall be c o n c lu 

siv e  ev id en ce  o f  the facts stated in the advice.

7 . T hat any (a ) interest p aym en ts b y the o b lig o r  w ith  resp ect to secu rities  

p led g ed  under th is cu sto d ia l arrangem ent, and (b ) p ro ceed s o f  the re

d em p tion  o f  m aturing co u p o n s shall b e paid  to the Pledgor, u n less o th 

erw ise  directed  b y the R eserv e  B ank. P ro ceed s receiv ed  w ith  resp ect to  

p rin cip al p aym en ts on d ec lin in g  valu e secu rities  shall b e paid  to  the P led 

g o r u n less the R eserv e  Bank d irects oth erw ise. (Declining value securities 
are eligible only as collateral to secure public money under 31 C.F.R. 
203).

8 . T hat the C u stod ian  shall hold  secu ritie s  on its p rem ises as agen t for the  

R eserv e  B ank w ith ou t co m p en sa tio n  from  the R eserv e  B ank, free and  

clea r o f  all lien s, ch arges or c la im s b y  the C u stod ian  for sa fek eep in g  or 

o th erw ise , and shall m ark its b o o k s to sh ow  that collateral is  p led g ed  to  

the R eserv e  Bank.

9 . W ith  resp ect to secu ritie s  p led g ed  under th is A p p en d ix , to  in d em n ify  and 

hold the R eserv e  Bank and the U n ited  States h arm less from  any lo ss that 

is p roxim ately  ca u sed  by the n e g lig e n c e  or w illfu l m isco n d u ct o f  the C u s

tod ian , or its em p lo y ees, or agen ts, and that arises from  th e d estru ctio n , 

d isap p earan ce, th eft, or u n au th orized  release o f  su ch  secu rities.

1 0 . W ith resp ect to  th o se  secu ritie s  p led g ed  under th is A p p en d ix  that d ec lin e  

in valu e as p aym ents o f  p rin cip al are m ade, to  p rovid e to  th e R eserv e  

B ank, on not le s s  than a quarterly b a sis, a statem ent o f  th e o rig in a l face  

valu e and the valu e o f  the rem ain in g b alan ce on each  d eclin in g -v a lu e  s e 

cu rity  p led ged . 11

11. To co m p ly  w ith  term s and co n d itio n s sp e c ifie d  b y the R eserv e  Bank under  

in stru ction s issu ed  to p rescrib e the rou tin e m ech a n ics o f  p led g in g  c o lla t

eral, ex cep t that, in the even t o f  any in co n sisten cy  b etw een  th e term s o f  

th is d o cu m en t and the sp e c ifie d  term s and co n d itio n s or th e term s and
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co n d itio n s o f  the C u stod ian ’s ad v ice  o f  cu stod y, the term s o f  th is o ffer  to  

contract and ap p lication  sh all prevail.

1 2 . To perm it the R eserv e  B ank to  in sp ect d uring the C u stod ian ’s regular b u si

n ess hours the C u stod ian ’s sa fek eep in g  p rem ises, b o o k s and record s o f  

cu sto d ia l acco u n ts, and any secu ritie s  p led g ed  hereunder.

1 3 . To prom ptly resp on d  in w ritin g  to  the R eserv e  B an k ’s p erio d ic  req u ests  

for v erification  o f  th e secu ritie s  in its cu sto d y  that are p led g ed  to th e R e

serv e  Bank. S u ch  req u ests w ill list the in form ation  required in an ad v ice  

o f  cu sto d y  (a s set forth  in paragraph 4 (d )  o f  th is A p p en d ix ) for all s e c u 

rities  w h ich  the R eserv e  B a n k ’s record s reflect as b ein g  h eld  b y th e C u s

tod ian  and p led g ed  to th e R eserv e  B ank. T h e C u stod ian  sh all resp on d  in  

w ritin g  b y eith er  c o n firm in g  that it h old s all su ch  secu rities  and that all 

in form ation  in the R eserv e  B an k ’s request is correct or b y sp e c ify in g  any  

d ifferen ces reflected  in  its record s, w h ich ev er  is  appropriate.

N oth in g  in th is  A p p en d ix  a ffects  the R eserv e  B a n k ’s su p erv iso ry  or reg 

ulatory pow ers, or any oth er righ ts the R eserv e  Bank m ay have w ith  resp ect  

to  the C u stodian. I f  th e U n ited  States D ep artm en t o f  th e T reasury is su e s  any  

am en d m en t o f  th is A g reem en t, n o tice  w ill b e provid ed  to the C u stod ian  b y the  

R eserv e  Bank 6 0  calen d ar days in ad van ce o f  the date su ch  am en d m en t b e c o m e s  

e ffe c tiv e , provid ed  th e T reasury D ep artm en t n o tifie s  the R eserv e  B ank to g iv e  

su ch  n o tice  prior to that tim e, as th e T reasury D ep artm en t reserv es th e righ t  

to m ak e am en d m en ts e ffe c tiv e  im m ed ia tely  (or in few er than 6 0  calen d ar d ays)  

i f  su ch  n o tice  is im p ra ctica l, u n n ecessary, or n ot in  the p u b lic interest. U n less  

o th e r w ise  p rovid ed , any am en d m en t w ill apply to all p led g es  o f  secu ritie s  under  

th is A p p en d ix  m ad e on or after the e ffe c tiv e  date o f  the am en d m en t.

T h e C u stod ian  m ay resig n  b y g iv in g  6 0  calen d ar d ays’ prior w ritten n o tice  

to  b oth  the R eserv e  Bank and th e Pledgor. T h e resig n in g  C u stod ian  sh a ll, on  

the e ffe c tiv e  date o f  its resig n a tio n , a ss ig n , transfer, and d eliv er  to the R eserv e  

Bank or the su c c e sso r  cu sto d ia n  d esig n a ted  to th e C u stod ian  b y the R eserv e  

Bank in w ritin g , all fu n d s, secu ritie s  or oth er a ssets h eld  at that tim e b y the  

resig n in g  C u stod ian  under th is A p p en d ix  w ith o u t recou rse, representation, or 

w arranties o f  any k in d , excep t as to acts or o m issio n s o f  the resig n in g  C u stod ian  

or c la im s again st the resig n in g  C u stod ian  arisin g  under th is agreem en t prior to, 

or on  th e e ffe c tiv e  date of, the C u stod ian ’s resign ation .

T h e accep ta n ce  o f  th is O ffer and the d esig n a tio n  o f  the u n d ersign ed  in sti

tu tion  as C u stod ian  m ay b e revoked by any R eserv e  Bank w ith  resp ect to  that 

R eserv e  B ank, b y  p rovid in g th e C u stod ian  w ith  ad van ce w ritten  n o tice  o f  such  

revocation. T h e revocation  sh all b e e ffe c tiv e  ten calen d ar days after the date the  

n o tice  is sen t or transm itted. A  co p y  o f  su ch  n o tice  sh all sim u lta n eo u sly  be  

transm itted to  ea ch  o f  th e oth er R eserv e  B anks. T h e n o tice  o f  revocation  m ay  

a lso  con tain  in stru ction s or orders to the C u stod ian  co n cern in g  the a ssig n m en t,
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transfer, and d eliv ery  to  th e R eserv e  B ank o f  a ll fu n d s, secu ritie s  and oth er a s

sets h eld  b y the C u stod ian  under th e term s o f  th is A p p en d ix . R evocation  shall 

n ot a ffect the R eserv e  B a n k ’s or the U n ited  States D ep artm en t o f  the Treasury’s 

righ ts hereunder, w ith  regard to any collateral p led g ed  under th e A p p en d ix  prior  

to revocation.

T h is O ffer to  C ontract and A p p lica tio n  for d esig n a tio n  as a T hird Party  

C u stod ian  o f  C ollateral P led g ed  U nder 31  C .F.R . Parts 2 0 2  and 2 0 3  su p ersed es  

any prior agreem en ts for th is pu rp ose w h ich  m ay currently b e in e ffe c t b etw een  

the C u stod ian  and th e R eserv e  B ank. T h e u n d ersign ed  d ep o sito ry  in stitu tion  

a grees that up on  accep ta n ce  b y the Federal R eserv e  Bank o f  N ew  York, actin g  

as F isca l A g en t o f  the U n ited  States, th is d o cu m en t shall ev id en ce  the contract 

en tered  in to  b etw een  the S ecretary  o f  the T reasury and th e C u stodian.

E. G e r a l d  C o r r ig a n ,

President.
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EXHIBIT I

LETTER AGREEMENT FOR THIRD PARTY CUSTODY 
OF TREASURY TAX AND LOAN COLLATERAL

[Federal R eserve Bank o f  N ew  York

3 3  L ib erty  Street

N ew  York, N ew  York 1 0 0 4 5

A ttention: C redit and D isco u n t D ep artm en t]

o r

[B u ffa lo  Branch

Federal R eserv e  Bank o f  N ew  York

P.O. B o x  9 6 1

B u ffalo , N ew  York 1 4 2 4 0  

A ttention: C o llectio n , L oan s and  

F iscal A g e n c y  D iv is io n ]

G entlem en:

In order to q u a lify  and b e d esig n a ted  by you as a third-party cu sto d ia n  for  

any F ederal R eserve B ank o f  secu ritie s  p led g ed  to the R eserv e  B ank b y any o th 

er d ep o sito ry  in stitu tion  (th e  “P led g o r”) to secu re d ep o sits  o f  p u b lic m on ey  

under 31  C .F R . Parts 2 0 2  and 2 0 3 ,  and in con sid eration  o f  the b en efits  and  

p r iv ile g e s  related to su ch  q u a lification  and d esig n a tio n , w e agree to  the p rovi

sio n s o f  A p p en d ix  A  to your O p eratin g C ircular No. 1 8 , as rev ised  from  tim e  

to tim e. E n clo sed  is a list o f  P led g o rs that have requ ested  that w e act as their  

cu sto d ia n  for this purpose. W e agree to provide you  w ith  an updated list o f  such  

P led g o rs as ch a n g es are m ade.

T h is letter is s ig n ed  on our b e h a lf b y an o fficer  du ly  au th orized  to ex ecu te  

su ch  a d o cu m en t, as is ev id en ced  b y the certifica te  execu ted  below .

[Name of Depository Institution]

[Street Address]

[City or Town, State] [Zip Code]

[Signature of Authorized Officer]

P rint N am e:  

T itle: 

D ate:
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I h ereb y certify, after review  o f  th is letter, A p p en d ix  A  o f  O p eratin g C ir

cu lar No. 18  o f  the F ed eral R eserv e  Bank o f  N ew  York, and th e p ertin en t reg 

u lation s issu ed  b y th e D ep artm en t o f  th e Treasury at T itle 3 1 ,  C o d e o f  Federal

R egu lation s, Parts 2 0 2  and 2 0 3 ,  that th e ..........................................................  is
[name of depository institution]

au th orized  to apply to b e a C u stod ian  and that .....................................................
[name of authorized officer]

has b een  au th orized  and d irected  to  ex ecu te  th is letter.

IN  W IT N E S S  W H E R E O F, I have sig n ed  m y  n am e [and a ffix ed  the seal 

o f  th is d ep o sito ry  in stitu tio n ].

By: ...................................................................................

[Signature of Certifying Officer*]

[corporate seal, if any]

Print Name: 

Title: 

Date:

* The officer making this certification shall have the authority to do so and must not be the same 

officer signing the letter.
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ACCEPTANCE

T h e F ederal R eserv e  B ank o f  N ew  York [ , B u ffalo  B ran ch ], actin g  as F isca l 

A g en t o f  the U n ited  States, and on b e h a lf o f  each  o f  th e oth er Federal R eserv e

B anks, hereb y d esig n a tes .......................................................................................  as
[name of depository institution]

third-party cu stod ian  and a ccep ts th e offer  to  contract m ade b y th e cu sto d ia n , 

e ffe c tiv e  on  the date set forth below , in accord an ce w ith  the p rovision s o f  A p 

p en d ix  A  to this B an k ’s O p erating C ircular No. 1 8 , as revised  from  tim e to  tim e.

F ederal R eserv e  B ank o f  N ew  York 

[B u ffa lo  Branch]

as F isca l A g en t o f  th e U n ited  States

By: ...................................................................................

[Signature of Official]

Print Name: 

Title: 

Date:
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