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State insurance licensing standards
with regard to the specific products
being sold or recommended.
APPENDIX A TO SUBPART H OF PART
208—CONSUMER GRIEVANCE PROCESS
Any consumer who believes that any bank
or any other person selling, soliciting, advertising, or offering insurance products or annuities to the consumer at an office of the
bank or on behalf of the bank has violated
the requirements of this subpart should contact the Consumer Complaints Section, Division of Consumer and Community Affairs,
Board of Governors of the Federal Reserve
System at the following address: 20th & C
Streets, NW, Washington, D.C. 20551.

Subpart I—Interpretations
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FR 14814, Mar. 20, 2000. Redesignated further
at 65 FR 75841, Dec. 4, 2000.

§ 208.100 Sale of bank’s money orders
off premises as establishment of
branch office.
(a) The Board of Governors has been
asked to consider whether the appointment by a member bank of an agent to
sell the bank’s money orders, at a location other than the premises of the
bank, constitutes the establishment of
a branch office.
(b) Section 5155 of the Revised Statutes (12 U.S.C. 36), which is also applicable to member banks, defines the
term branch as including ‘‘any branch
bank, branch office, branch agency, additional office, or any branch place of
business * * * at which deposits are received, or checks paid, or money lent.’’
The basic question is whether the sale
of a bank’s money orders by an agent
amounts to the receipt of deposits at a
branch place of business within the
meaning of this statute.
(c) Money orders are classified as deposits for certain purposes. However,
they bear a strong resemblance to traveler’s checks that are issued by banks
and sold off premises. In both cases,
the purchaser does not intend to establish a deposit account in the bank, although a liability on the bank’s part is
created. Even though they result in a
deposit liability, the Board is of the
opinion that the issuance of a bank’s
money orders by an authorized agent

does not involve the receipt of deposits
at a ‘‘branch place of business’’ and accordingly does not require the Board’s
permission to establish a branch.
§ 208.101 Obligations concerning institutional customers.
(a) As a result of broadened authority
provided by the Government Securities
Act Amendments of 1993 (15 U.S.C. 78o–
3 and 78o–5), the Board is adopting
sales practice rules for the government
securities market, a market with a
particularly broad institutional component. Accordingly, the Board believes it is appropriate to provide further guidance to banks on their suitability obligations when making recommendations to institutional customers.
(b) The Board’s Suitability Rule,
§ 208.37(d), is fundamental to fair dealing and is intended to promote ethical
sales practices and high standards of
professional conduct. Banks’ responsibilities include having a reasonable
basis for recommending a particular
security or strategy, as well as having
reasonable grounds for believing the
recommendation is suitable for the
customer to whom it is made. Banks
are expected to meet the same high
standards
of
competence,
professionalism, and good faith regardless of
the financial circumstances of the customer.
(c) In recommending to a customer
the purchase, sale, or exchange of any
government security, the bank shall
have reasonable grounds for believing
that the recommendation is suitable
for the customer upon the basis of the
facts, if any, disclosed by the customer
as to the customer’s other security
holdings and financial situation and
needs.
(d) The interpretation in this section
concerns only the manner in which a
bank determines that a recommendation is suitable for a particular institutional customer. The manner in which
a bank fulfills this suitability obligation will vary, depending on the nature
of the customer and the specific transaction. Accordingly, the interpretation
in this section deals only with guidance regarding how a bank may fulfill
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