§354.2

any other territory or possession of the
United States.

(u) Transfer Message means an in-
struction of a Participant to a Federal
Reserve Bank to effect a transfer of a
Book-entry Security (including a
Book-entry Sallie Mae Security) main-
tained in the Book-entry System, as
set forth in Federal Reserve Bank Op-
erating Circulars.

[62 FR 622, Jan. 6, 1997, as amended at 69 FR
18803, Apr. 9, 2004]

§354.2 Law governing rights and obli-
gations of Federal Reserve Banks,
and Sallie Mae; rights of any Person
against Federal Reserve Banks and
Sallie Mae.

(a) Except as provided in paragraph
(b) of this section, the following are
governed solely by the book-entry reg-
ulations contained in this part 354, the
Securities Documentation (to the ex-
tent not inconsistent with these regu-
lations) and Federal Reserve Bank Op-
erating Circulars:

(1) The rights and obligations of Sal-
lie Mae and the Federal Reserve Banks
with respect to:

(i) A Book-entry Sallie Mae Security
or Security Entitlement; and

(ii) The operation of the Book-entry
System as it applies to Sallie Mae Se-
curities; and

(2) The rights of any Person, includ-
ing a Participant, against Sallie Mae
and the Federal Reserve Banks with re-
spect to:

(i) A Book-entry Sallie Mae Security
or Security Entitlement; and

(ii) The operation of the Book-entry
System as it applies to Sallie Mae Se-
curities.

(b) A security interest in a Security
Entitlement that is in favor of a Fed-
eral Reserve Bank from a Participant
and that is not recorded on the books
of a Federal Reserve Bank pursuant to
§354.4(c)(1), is governed by the law (not
including the conflict-of-law rules) of
the jurisdiction where the head office
of the Federal Reserve Bank maintain-
ing the Participant’s Securities Ac-
count is located. A security interest in
a Security Entitlement that is in favor
of a Federal Reserve Bank from a Per-
son that is not a Participant, and that
is not recorded on the books of a Fed-
eral Reserve Bank pursuant to
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§354.14(c)(1), is governed by the law de-
termined in the manner specified in
§354.3.

(c) If the jurisdiction specified in the
first sentence of paragraph (b) of this
section is a State that has not adopted
Revised Article 8 (incorporated by ref-
erence, see §354.1), then the law speci-
fied in paragraph (b) shall be the law of
that State as though Revised Article 8
had been adopted by that State.

§354.3 Law governing other interests.

(@) To the extent not inconsistent
with the regulations in this part, the
law (not including the conflict-of-law
rules) of a Securities Intermediary’s
jurisdiction governs:

(1) The acquisition of a Security En-
titlement from the Securities Inter-
mediary;

(2) The rights and duties of the Secu-
rities Intermediary and Entitlement
Holder arising out of a Security Enti-
tlement;

(3) Whether the Securities Inter-
mediary owes any duties to an adverse
claimant to a Security Entitlement;

(4) Whether an Adverse Claim can be
asserted against a Person who acquires
a Security Entitlement from the Secu-
rities Intermediary or a Person who
purchases a Security Entitlement or
interest therein from an Entitlement
Holder; and

(5) Except as otherwise provided in
paragraph (c) of this section, the per-
fection, effect of perfection or non-per-
fection and priority of a security inter-
est in a Security Entitlement.

(b) The following rules determine a
““Securities Intermediary’s jurisdic-
tion” for purposes of this section:

(1) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder specifies that it is gov-
erned by the law of a particular juris-
diction, that jurisdiction is the Securi-
ties Intermediary’s jurisdiction.

(2) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify the gov-
erning law as provided in paragraph
(b)(1) of this section, but expressly
specifies that the securities account is
maintained at an office in a particular
jurisdiction, that jurisdiction is the Se-
curities Intermediary’s jurisdiction.
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