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(1) The person or group of persons re-
ferred to in that paragraph has dis-
closed the amount borrowed and the se-
curity interest therein to the Board or 
appropriate Reserve Bank in connec-
tion with a notice filed under § 225.41 of 
this subpart, or another application 
filed with the Board or Reserve Bank 
as a substitute for a notice under 
§ 225.41 of this subpart, including an ap-
plication filed under section 3 of the 
BHC Act (12 U.S.C. 1842) or section 18(c) 
of the Federal Deposit Insurance Act 
(Bank Merger Act, 12 U.S.C. 1828(c)), or 
an application for membership in the 
Federal Reserve System; or 

(2) The transaction involves a person 
or group of persons that has been the 
owner or owners of record of the stock 
for a period of one year or more; or, if 
the transaction involves stock issued 
by a newly chartered bank, before the 
bank is opened for business. 

(d) Report requirements. (1) The con-
solidated report shall indicate the 
number and percentage of shares secur-
ing each applicable extension of credit, 
the identity of the borrower, and the 
number of shares held as principal by 
the foreign bank and any affiliate 
thereof. 

(2) A foreign bank, or any affiliate of 
a foreign bank, shall file the consoli-
dated report in writing within 30 days 
of the date on which the foreign bank 
or affiliate first believes that the secu-
rity for any outstanding credit consists 
of 25 percent or more of any class of 
voting securities of a state member 
bank. 

(e) Other reporting requirements. A for-
eign bank, or any affiliate thereof, that 
is supervised by the System and is re-
quired to report credit outstanding 
that is secured by the shares of an in-
sured depository institution to another 
Federal banking agency also shall file 
a copy of the report with the appro-
priate Reserve Bank.

Subpart F—Limitations on 
Nonbank Banks

§ 225.52 Limitation on overdrafts. 
(a) Definitions. For purposes of this 

section— 
(1) Account means a reserve account, 

clearing account, or deposit account as 
defined in the Board’s Regulation D (12 

CFR 204.2(a)(1)(i)), that is maintained 
at a Federal Reserve Bank or nonbank 
bank. 

(2) Cash item means (i) a check other 
than a check classified as a noncash 
item; or (ii) any other item payable on 
demand and collectible at par that the 
Federal Reserve Bank of the district in 
which the item is payable is willing to 
accept as a cash item. 

(3) Discount window loan means any 
credit extended by a Federal Reserve 
Bank to a nonbank bank or industrial 
bank pursuant to the provisions of the 
Board’s Regulation A (12 CFR part 201). 

(4) Industrial bank means an institu-
tion as defined in section 2(c)(2)(H) of 
the BHC Act (12 U.S.C. 1841(c)(2)(H)). 

(5) Noncash item means an item han-
dled by a Reserve Bank as a noncash 
item under the Reserve Bank’s ‘‘Col-
lection of Noncash Items Operating 
Circular’’ (e.g., a maturing bankers’ ac-
ceptance or a maturing security, or a 
demand item, such as a check, with 
special instructions or an item that 
has not been preprinted or post-en-
coded). 

(6) Other nonelectronic transactions in-
clude all other transactions not in-
cluded as funds transfers, book-entry 
securities transfers, cash items, 
noncash items, automated clearing 
house transactions, net settlement en-
tries, and discount window loans (e.g., 
original issue of securities or redemp-
tion of securities). 

(7) An overdraft in an account occurs 
whenever the Federal Reserve Bank, 
nonbank bank, or industrial bank hold-
ing an account posts a transaction to 
the account of the nonbank bank, in-
dustrial bank, or affiliate that exceeds 
the aggregate balance of the accounts 
of the nonbank bank, industrial bank, 
or affiliate, as determined by the post-
ing rules set forth in paragraphs (d) 
and (e) of this section and continues 
until the aggregate balance of the ac-
count is zero or greater. 

(8) Transfer item means an item as de-
fined in subpart B of Regulation J (12 
CFR 210.25 et seq). 

(b) Restriction on overdrafts—(1) Affili-
ates. Neither a nonbank bank nor an in-
dustrial bank shall permit any affiliate 
to incur any overdraft in its account 
with the nonbank bank or industrial 
bank.
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(2) Nonbank banks or industrial banks. 
(i) No nonbank bank or industrial bank 
shall incur any overdraft in its account 
at a Federal Reserve Bank on behalf of 
an affiliate. 

(ii) An overdraft by a nonbank bank 
or industrial bank in its account at a 
Federal Reserve Bank shall be deemed 
to be on behalf of an affiliate whenever: 

(A) A nonbank bank or industrial 
bank holds an account for an affiliate 
from which third-party payments can 
be made; and 

(B) When the posting of an affiliate’s 
transaction to the nonbank bank’s or 
industrial bank’s account at a Reserve 
Bank creates an overdraft in its ac-
count at a Federal Reserve Bank or in-
creases the amount of an existing over-
draft in its account at a Federal Re-
serve Bank. 

(c) Permissible overdrafts. The fol-
lowing are permissible overdrafts not 
subject to paragraph (b) of this section: 

(1) Inadvertent error. An overdraft in 
its account by a nonbank bank or its 
affiliate, or an industrial bank or its 
affiliate, that results from an inad-
vertent computer error or inadvertent 
accounting error, that was not reason-
ably forseeable or could not have been 
prevented through the maintenance of 
procedures reasonably adopted by the 
nonbank bank or affiliate to avoid such 
overdraft; and 

(2) Fully secured primary dealer affil-
iate overdrafts. (i) An overdraft incurred 
by an affiliate of a nonbank bank, 
which affiliate is recognized as a pri-
mary dealer by the Federal Reserve 
Bank of New York, in the affiliate’s ac-
count at the nonbank bank, or an over-
draft incurred by a nonbank bank on 
behalf of its primary dealer affiliate in 
the nonbank bank’s account at a Fed-
eral Reserve Bank; provided: the over-
draft is fully secured by bonds, notes, 
or other obligations which are direct 
obligations of the United States or on 
which the principal and interest are 
fully guaranteed by the United States 
or by securities and obligations eligible 
for settlement on the Federal Reserve 
book-entry system. 

(ii) An overdraft by a nonbank bank 
in its account at a Federal Reserve 
Bank that is on behalf of a primary 
dealer affiliate is fully secured when 
that portion of its overdraft at the 

Federal Reserve Bank that corresponds 
to the transaction posted for an affil-
iate that caused or increased the 
nonbank bank’s overdraft is fully se-
cured in accordance with paragraph 
(c)(2)(iii) of this section. 

(iii) An overdraft is fully secured 
under paragraph (c)(2)(i) when the 
nonbank bank can demonstrate that 
the overdraft is secured, at all times, 
by a perfected security interest in spe-
cific, identified obligations described in 
paragraph (c)(2)(i) with a market value 
that, in the judgment of the Reserve 
Bank holding the nonbank bank’s ac-
count, is sufficiently in excess of the 
amount of the overdraft to provide a 
margin of protection in a volatile mar-
ket or in the event the securities need 
to be liquidated quickly. 

(d) Posting by Federal Reserve Banks. 
For purposes of determining the bal-
ance of an account under this section, 
payments and transfers by nonbank 
banks and industrial banks processed 
by the Federal Reserve Banks shall be 
considered posted to their accounts at 
Federal Reserve Banks as follows: 

(1) Funds transfers. Transfer items 
shall be posted: 

(i) To the transferor’s account at the 
time the transfer is actually made by 
the transferor’s Federal Reserve Bank; 
and 

(ii) To the transferee’s account at the 
time the transferee’s Reserve Bank 
sends the transfer item or sends or 
telephones the advice of credit for the 
item to the transferee, whichever oc-
curs first. 

(2) Book-entry securities transfers 
against payment. A book-entry securi-
ties transfer against payment shall be 
posted: (i) to the transferor’s account 
at the time the entry is made by the 
transferor’s Reserve Bank; and (ii) to 
the transferee’s account at the time 
the entry is made by the transferee’s 
Reserve Bank. 

(3) Discount window loans. Credit for a 
discount window loan shall be posted 
to the account of a nonbank bank or 
industrial bank at the close of business 
on the day that it is made or such ear-
lier time as may be specifically agreed 
to by the Federal Reserve Bank and 
the nonbank bank under the terms of 
the loan. Debit for repayment of a dis-
count window loan shall be posted to
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the account of the nonbank bank or in-
dustrial bank as of the close of busi-
ness on the day of maturity of the loan 
or such earlier time as may be agreed 
to by the Federal Reserve Bank and 
the nonbank bank or required by the 
Federal Reserve Bank under the terms 
of the loan. 

(4) Other transactions. Total aggregate 
credits for automated clearing house 
transfers, cash items, noncash items, 
net settlement entries, and other non-
electronic transactions shall be posted 
to the account of a nonbank bank or 
industrial bank as of the opening of 
business on settlement day. Total ag-
gregate debits for these transactions 
and entries shall be posted to the ac-
count of a nonbank bank or industrial 
bank as of the close of business on set-
tlement day. 

(e) Posting by nonbank banks and in-
dustrial banks. For purposes of deter-
mining the balance of an affiliate’s ac-
count under this section, payments and 
transfers through an affiliate’s account 
at a nonbank bank or industrial bank 
shall be posted as follows: 

(1) Funds transfers. (i) Fedwire trans-
fer items shall be posted: 

(A) To the transferor affiliate’s ac-
count no later than the time the trans-
fer is actually made by the transferor’s 
Federal Reserve Bank; and 

(B) To the transferee affiliate’s ac-
count no earlier than the time the 
transferee’s Reserve Bank sends the 
transfer item, or sends or telephones 
the advice of credit for the item to the 
transferee, whichever occurs first. 

(ii) For funds transfers not sent or re-
ceived through Federal Reserve Banks, 
debits shall be posted to the transferor 
affiliate’s account not later than the 
time the nonbank bank or industrial 
bank becomes obligated on the trans-
fer. Credits shall not be posted to the 
transferee affiliate’s account before the 
nonbank bank or industrial bank has 
received actually and finally collected 
funds for the transfer. 

(2) Book-entry securities transfers 
against payment. (i) A book-entry secu-
rities transfer against payment shall 
be posted: 

(A) To the transferor affiliate’s ac-
count not earlier than the time the 
entry is made by the transferor’s Re-
serve Bank; and 

(B) To the transferee affiliate’s ac-
count not later than the time the entry 
is made by the transferee’s Reserve 
Bank. 

(ii) For book-entry securities trans-
fers against payment that are not sent 
or received through Federal Reserve 
Banks, entries shall be posted: 

(A) To the buyer-affiliate’s account 
not later than the time the nonbank 
bank or industrial bank becomes obli-
gated on the transfer; and 

(B) To the seller-affiliate’s account 
not before the nonbank bank or indus-
trial bank has received actually and fi-
nally collected funds for the transfer. 

(3) Other transactions—(i) Credits. Ex-
cept as otherwise provided in this para-
graph, credits for cash items, noncash 
items, ACH transfers, net settlement 
entries, and all other nonelectronic 
transactions shall be posted to an af-
filiate’s account on the day of the 
transaction (i.e., settlement day for 
ACH transactions or the day of credit 
for check transactions), but no earlier 
than the Federal Reserve Bank’s open-
ing of business on that day. Credit for 
cash items that are required by federal 
or state statute or regulation to be 
made available to the depositor for 
withdrawal prior to the posting time 
set forth in the preceding paragraph 
shall be posted as of the required avail-
ability time. 

(ii) Debits. Debits for cash items, 
noncash items, ACH transfers, net set-
tlement entries, and all other nonelec-
tronic transactions shall be posted to 
an affiliate’s account on the day of the 
transaction (e.g., settlement day for 
ACH transactions or the day of pre-
sentment for check transactions), but 
no later than the Federal Reserve 
Bank’s close of business on that day. If 
a check drawn on an affiliate’s account 
or an ACH debit transfer received by an 
affiliate is returned timely by the 
nonbank bank or industrial bank in ac-
cordance with applicable law and 
agreements, no entry need to be posted 
to the affiliate’s account for such item. 

[Reg. Y, 53 FR 37744, Sept. 28, 1988]

VerDate Dec<13>2002 10:49 Mar 04, 2003 Jkt 200035 PO 00000 Frm 00126 Fmt 8010 Sfmt 8010 Y:\SGML\200035T.XXX 200035T


