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yield of the asset-backed security may
vary according to the rate at which the
underlying receivables or other finan-
cial assets are prepaid and a statement
of the fact that information concerning
the factors that affect yield (including
at a minimum estimated yield, weight-
ed average life, and the prepayment as-
sumptions underlying yield) will be
furnished upon written request of the
customer; and

(12) In the case of a transaction in a
debt security, other than a government
security, that the security is unrated
by a nationally recognized statistical
rating organization, if that is the case.

§344.6 Notification by agreement; al-
ternative forms and times of notifi-
cation.

A bank may elect to use the follow-
ing alternative notification procedures
if the transaction is effected for:

(a) Notification by agreement. Ac-
counts (except periodic plans) where
the bank does not exercise investment
discretion and the bank and the cus-
tomer agree in writing to a different
arrangement as to the time and con-
tent of the written notification; pro-
vided however, that such agreement
makes clear the customer’s right to re-
ceive the written notification pursuant
to §344.5 (a) or (b) at no additional cost
to the customer.

(b) Trust accounts. Accounts (except
collective investment funds) where the
bank exercises investment discretion
in other than in an agency capacity, in
which instance the bank shall, upon re-
quest of the person having the power to
terminate the account or, if there is no
such person, upon the request of any
person holding a vested beneficial in-
terest in such account, give or send to
such person the written notification
within a reasonable time. The bank
may charge such person a reasonable
fee for providing this information.

(c) Agency accounts. Accounts where
the bank exercises investment discre-
tion in an agency capacity, in which
instance:

(1) The bank shall give or send to
each customer not less frequently than
once every three months an itemized
statement which shall specify the
funds and securities in the custody or
possession of the bank at the end of
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such period and all debits, credits and
transactions in the customer’s ac-
counts during such period; and

(2) If requested by the customer, the
bank shall give or send to each cus-
tomer within a reasonable time the
written notification described in §344.5.
The bank may charge a reasonable fee
for providing the information described
in §344.5.

(d) Cash management sweep accounts.
A bank effecting a securities trans-
action for a cash management sweep
account shall give or send its customer
a written statement, in the same form
as required under paragraph (f) of this
section, for each month in which a pur-
chase or sale of a security takes place
in the account and not less than once
every three months if there are no se-
curities transactions in the account.
Notwithstanding the provisions of this
paragraph (d), banks that retain cus-
tody of government securities that are
the subject of a hold-in-custody repur-
chase agreement are subject to the re-
quirements of 17 CFR 403.5(d).

(e) Collective investment fund accounts.
The bank shall at least annually give
or send to the customer a copy of a fi-
nancial report of the fund, or provide
notice that a copy of such report is
available and will be furnished upon re-
quest to each person to whom a regular
periodic accounting would ordinarily
be rendered with respect to each par-
ticipating account. This report shall be
based upon an audit made by independ-
ent public accountants or internal
auditors responsible only to the board
of directors of the bank.

(f) Periodic plan accounts. The bank
shall give or send to the customer not
less than once every three months a
written statement showing:

(1) The funds and securities in the
custody or possession of the bank;

(2) All service charges and commis-
sions paid by the customer in connec-
tion with the transaction; and

(3) All other debits and credits of the
customer’s account involved in the
transaction; provided that upon writ-
ten request of the customer, the bank
shall give or send the information de-
scribed in §344.5, except that any such
information relating to remuneration
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paid in connection with the trans-
action need not be provided to the cus-
tomer when the remuneration is paid
by a source other than the customer.
The bank may charge a reasonable fee
for providing information described in
§344.5.

8§344.7 Settlement of securities trans-
actions.

(a) A bank shall not effect or enter
into a contract for the purchase or sale
of a security (other than an exempted
security as defined in 15 U.S.C.
78c(a)(12), government security, munic-
ipal security, commercial paper, bank-
ers’ acceptances, or commercial bills)
that provides for payment of funds and
delivery of securities later than the
third business day after the date of the
contract unless otherwise expressly
agreed to by the parties at the time of
the transaction.

(b) Paragraphs (a) and (c) of this sec-
tion shall not apply to contracts:

(1) For the purchase or sale of limited
partnership interests that are not list-
ed on an exchange or for which
quotations are not disseminated
through an automated quotation sys-
tem of a registered securities associa-
tion; or

(2) For the purchase or sale of securi-
ties that the Securities and Exchange
Commission (SEC) may from time to
time, taking into account then existing
market practices, exempt by order
from the requirements of paragraph (a)
of SEC Rule 15c6-1, 17 CFR 240.15c6-
1(a), either unconditionally or on speci-
fied terms and conditions, if the SEC
determines that an exemption is con-
sistent with the public interest and the
protection of investors.

(c) Paragraph (a) of this section shall
not apply to contracts for the sale for
cash of securities that are priced after
4:30 p.m. Eastern time on the date the
securities are priced and that are sold
by an issuer to an underwriter pursu-
ant to a firm commitment under-
written offering registered under the
Securities Act of 1933, 15 U.S.C. 77a et
seq., or sold to an initial purchaser by
a bank participating in the offering. A
bank shall not effect or enter into a
contract for the purchase or sale of the
securities that provides for payment of
funds and delivery of securities later
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than the fourth business day after the
date of the contract unless otherwise
expressly agreed to by the parties at
the time of the transaction.

(d) For purposes of paragraphs (a)
and (c) of this section, the parties to a
contract shall be deemed to have ex-
pressly agreed to an alternate date for
payment of funds and delivery of secu-
rities at the time of the transaction for
a contract for the sale for cash of secu-
rities pursuant to a firm commitment
offering if the managing underwriter
and the issuer have agreed to the date
for all securities sold pursuant to the
offering and the parties to the contract
have not expressly agreed to another
date for payment of funds and delivery
of securities at the time of the trans-
action.

§344.8 Securities trading policies and
procedures.

(a) Policies and procedures. Every
bank effecting securities transactions
for customers shall establish written
policies and procedures providing:

(1) Assignment of responsibility for
supervision of all officers or employees
who:

(i) Transmit orders to or place orders
with broker/dealers; or

(i) Execute transactions in securities
for customers;

(2) Assignment of responsibility for
supervision and reporting, separate
from those in paragraph (a)(1) of this
section, with respect to all officers or
employees who process orders for noti-
fication or settlement purposes, or per-
form other back office functions with
respect to securities transactions ef-
fected for customers;

(3) For the fair and equitable alloca-
tion of securities and prices to ac-
counts when orders for the same secu-
rity are received at approximately the
same time and are placed for execution
either individually or in combination;
and

(4) Where applicable, and where per-
missible under local law, for the cross-
ing of buy and sell orders on a fair and
equitable basis to the parties to the
transaction.
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