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§1248.8

prepayment speeds of mortgages under-
lying TBA-eligible MBS; and

(2) The costs borne by and the bene-
fits likely to accrue to investors, lend-
ers, and mortgage borrowers.

§1248.8 De minimis exception.

FHFA may exclude from the require-
ments of this part covered programs,
policies, or practices of an Enterprise
as long as those covered programs,
policies, or practices do not affect
more than $56 billion in unpaid principal
balance of that Enterprises’ TBA-eligi-
ble MBS.

PART 1249—BOOK-ENTRY
PROCEDURES

Sec.

1249.10 Definitions.

1249.11 Maintenance of Enterprise Securi-
ties.

1249.12 Law governing rights and obliga-
tions of United States, Federal Reserve
Banks, and Enterprises; rights of any
person against United States, Federal
Reserve Banks, and Enterprises; law gov-
erning other interests.

1249.13 Creation of Participant’s Security
Entitlement; security interests.

1249.14 Obligations of Enterprises; no ad-
verse claims.

1249.15 Authority of Federal Reserve Banks.

1249.16 Withdrawal of Eligible Book-entry
Enterprise Securities for conversion to
definitive form.

1249.17 Waiver of regulations.

1249.18 Liability of Enterprises and Federal
Reserve Banks.

1249.19 Additional provisions.

AUTHORITY: 12 U.S.C. 4501, 4502, 4511, 4513,
4526.

SOURCE: 75 FR 55928, Sept. 14, 2010, unless
otherwise noted.

§1249.10 Definitions.

(a) General. Unless the context re-
quires otherwise, terms used in this
part that are not defined in this part,
have the meanings as set forth in 31
CFR 357.2 and in 12 CFR 1282.1. Defini-
tions and terms used in 31 CFR part 357
should read as though modified to ef-
fectuate their application to the Enter-
prises.

(b) Other terms. As used in this part,
the term:

Book-entry Enterprise Security means
an Enterprise Security issued or main-
tained in the Book-entry System.
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Book-entry Enterprise Security also
means the separate interest and prin-
cipal components of a Book-entry En-
terprise Security if such security has
been designated by the Enterprise as
eligible for division into such compo-
nents and the components are main-
tained separately on the books of one
or more Federal Reserve Banks.

Book-entry System means the auto-
mated book-entry system operated by
the Federal Reserve Banks acting as
the fiscal agent for the Enterprises, on
which Book-entry Enterprise Securi-
ties are issued, recorded, transferred
and maintained in book-entry form.

Definitive Enterprise Security means an
Enterprise Security in engraved or
printed form, or that is otherwise rep-
resented by a certificate.

Eligible Book-entry Enterprise Security
means a Book-entry Enterprise Secu-
rity issued or maintained in the Book-
entry System which by the terms of its
Securities Documentation is eligible to
be converted from book-entry form
into definitive form.

Enterprise Security means any secu-
rity or obligation of Fannie Mae or
Freddie Mac issued under its respective
Charter Act in the form of a Definitive
Enterprise Security or a Book-entry
Enterprise Security.

Entitlement Holder means a Person or
an Enterprise to whose account an in-
terest in a Book-entry Enterprise Secu-
rity is credited on the records of a Se-
curities Intermediary.

Federal Reserve Bank Operating Cir-
cular means the publication issued by
each Federal Reserve Bank that sets
forth the terms and conditions under
which the Reserve Bank maintains
Book-entry Securities accounts (in-
cluding Book-entry Enterprise Securi-
ties) and transfers Book-entry Securi-
ties (including Book-entry Enterprise
Securities).

Participant means a Person or Enter-
prise that maintains a Participant’s
Securities Account with a Federal Re-
serve Bank.

Person, as used in this part, means
and includes an individual, corpora-
tion, company, governmental entity,
association, firm, partnership, trust,
estate, representative, and any other
similar organization, but does not
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mean or include the United States, an
Enterprise, or a Federal Reserve Bank.

Revised Article 8 has the same mean-
ing as in 31 CFR 357.2.

Securities Documentation means the
applicable statement of terms, trust in-
denture, securities agreement or other
documents establishing the terms of a
Book-entry Enterprise Security.

Security means any mortgage partici-
pation certificate, note, bond, deben-
ture, evidence of indebtedness, collat-
eral-trust certificate, transferable
share, certificate of deposit for a secu-
rity, or, in general, any interest or in-
strument commonly known as a ‘‘se-
curity”’.

Transfer message means an instruc-
tion of a Participant to a Federal Re-
serve Bank to effect a transfer of a
Book-entry Security (including a
Book-entry Enterprise Security) main-
tained in the Book-entry System, as
set forth in Federal Reserve Bank Op-
erating Circulars.

§1249.11 Maintenance of Enterprise
Securities.

An Enterprise Security may be main-
tained in the form of a Definitive En-
terprise Security or a Book-entry En-
terprise Security. A Book-entry Enter-
prise Security shall be maintained in
the Book-entry System.

§1249.12 Law governing rights and ob-
ligations of United States, Federal
Reserve Banks, and Enterprises;
rights of any person against United
States, Federal Reserve Banks, and
Enterprises; law governing other
interests.

(a) Except as provided in paragraph
(b) of this section, the following rights
and obligations are governed solely by
the book-entry regulations contained
in this part, the Securities Documenta-
tion, and Federal Reserve Bank Oper-
ating Circulars (but not including any
choice of law provisions in the Securi-
ties Documentation to the extent such
provisions conflict with the Book-entry
regulations contained in this part):

(1) The rights and obligations of an
Enterprise and the Federal Reserve
Banks with respect to:

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

§1249.13

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

(2) The rights of any Person, includ-
ing a Participant, against an Enter-
prise and the Federal Reserve Banks
with respect to:

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

(ii) The operation of the Book-entry
System as it applies to Enterprise 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
§1249.13(c)(1), is governed by the law
(not including the conflict-of-law rules)
of the jurisdiction where the head of-
fice of the Federal Reserve Bank main-
taining the Participant’s Securities
Account is located. A security interest
in a Security Entitlement that is in
favor of a Federal Reserve Bank from a
Person that is not a Participant, and
that is not recorded on the books of a
Federal Reserve Bank pursuant to
§1249.13(c)(1), is governed by the law de-
termined in the manner specified in
paragraph (d) of this section.

(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, then the law speci-
fied in paragraph (b) of this section
shall be the law of that State as
though Revised Article 8 had been
adopted by that State.

(d) To the extent not otherwise in-
consistent with this part, and notwith-
standing any provision in the Securi-
ties Documentation setting forth a
choice of law, the provisions set forth
in 31 CFR 357.11 regarding law gov-
erning other interests apply and shall
be read as though modified to effec-
tuate the application of 31 CFR 357.11
to the Enterprises.

§1249.13 Creation of Participant’s Se-
curity Entitlement; security inter-
ests.

(a) A Participant’s Security Entitle-
ment is created when a Federal Re-
serve Bank indicates by book-entry
that a Book-entry Enterprise Security
has been credited to a Participant’s Se-
curities Account.
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(b) A security interest in a Security
Entitlement of a Participant in favor
of the United States to secure deposits
of public money, including without
limitation deposits to the Treasury tax
and loan accounts, or other security in-
terest in favor of the United States
that is required by Federal statute,
regulation, or agreement, and that is
marked on the books of a Federal Re-
serve Bank is thereby effected and per-
fected, and has priority over any other
interest in the securities. Where a se-
curity interest in favor of the United
States in a Security Entitlement of a
Participant is marked on the books of
a Federal Reserve Bank, such Federal
Reserve Bank may rely, and is pro-
tected in relying, exclusively on the
order of an authorized representative
of the United States directing the
transfer of the security. For purposes
of this paragraph, an ‘‘authorized rep-
resentative of the United States” is the
official designated in the applicable
regulations or agreement to which a
Federal Reserve Bank is a party, gov-
erning the security interest.

(c)(1) An Enterprise and the Federal
Reserve Banks have no obligation to
agree to act on behalf of any Person or
to recognize the interest of any trans-
feree of a security interest or other
limited interest in favor of any Person
except to the extent of any specific re-
quirement of Federal law or regulation
or to the extent set forth in any spe-
cific agreement with the Federal Re-
serve Bank on whose books the interest
of the Participant is recorded. To the
extent required by such law or regula-
tion or set forth in an agreement with
a Federal Reserve Bank, or the Federal
Reserve Bank Operating Circular, a se-
curity interest in a Security Entitle-
ment that is in favor of a Federal Re-
serve Bank, an Enterprise, or a Person
may be created and perfected by a Fed-
eral Reserve Bank marking its books
to record the security interest. Except
as provided in paragraph (b) of this sec-
tion, a security interest in a Security
Entitlement marked on the books of a
Federal Reserve Bank shall have pri-
ority over any other interest in the se-
curities.

(2) In addition to the method pro-
vided in paragraph (c)(1) of this sec-
tion, a security interest, including a
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security interest in favor of a Federal
Reserve Bank, may be perfected by any
method by which a security interest
may be perfected under applicable law
as described in §1249.12(b) or (d). The
perfection, effect of perfection or non-
perfection and priority of a security in-
terest are governed by such applicable
law. A security interest in favor of a
Federal Reserve Bank shall be treated
as a security interest in favor of a
clearing corporation in all respects
under such law, including with respect
to the effect of perfection and priority
of such security interest. A Federal Re-
serve Bank Operating Circular shall be
treated as a rule adopted by a clearing
corporation for such purposes.

§1249.14 Obligations
no adverse claims.

of Enterprises;

(a) Except in the case of a security
interest in favor of the United States
or a Federal Reserve Bank or otherwise
as provided in §1249.13(c)(1), for the
purposes of this part, each Enterprise
and the Federal Reserve Banks shall
treat the Participant to whose Securi-
ties Account an interest in a Book-
entry Enterprise Security has been
credited as the person exclusively enti-
tled to issue a Transfer Message, to re-
ceive interest and other payments with
respect thereof and otherwise to exer-
cise all the rights and powers with re-
spect to such Security, notwith-
standing any information or notice to
the contrary. Neither the Federal Re-
serve Banks nor an Enterprise shall be
liable to a Person asserting or having
an adverse claim to a Security Entitle-
ment or to a Book-entry Enterprise Se-
curity in a Participant’s Securities Ac-
count, including any such claim arising
as a result of the transfer or disposi-
tion of a Book-entry Enterprise Secu-
rity by a Federal Reserve Bank pursu-
ant to a Transfer Message that the
Federal Reserve Bank reasonably be-
lieves to be genuine.

(b) The obligation of the Enterprise
to make payments (including payments
of interest and principal) with respect
to Book-entry Enterprise Securities is
discharged at the time payment in the
appropriate amount is made as follows:

(1) Interest or other payments on
Book-entry Enterprise Securities is ei-
ther credited by a Federal Reserve
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Bank to a Funds Account maintained
at such Federal Reserve Bank or other-
wise paid as directed by the Partici-
pant.

(2) Book-entry Enterprise Securities
are redeemed in accordance with their
terms by a Federal Reserve Bank with-
drawing the securities from the Par-
ticipant’s Securities Account in which
they are maintained and by either
crediting the amount of the redemp-
tion proceeds, including both redemp-
tion proceeds, where applicable, to a
Funds Account at such Federal Reserve
Bank or otherwise paying such redemp-
tion proceeds as directed by the Partic-
ipant. No action by the Participant or-
dinarily is required in connection with
the redemption of a Book-entry Enter-
prise Security.

§1249.15 Authority of Federal Reserve
Banks.

(a) Bach Federal Reserve Bank is
hereby authorized as fiscal agent of the
Enterprises to perform the following
functions with respect to the issuance
of Book-entry Enterprise Securities of-
fered and sold by an Enterprise to
which this part applies, in accordance
with the Securities Documentation,
Federal Reserve Bank Operating Circu-
lars, this part, and any procedures es-
tablished by the Director consistent
with these authorities:

(1) To service and maintain Book-
entry Enterprise Securities in accounts
established for such purposes;

(2) To make payments with respect
to such securities, as directed by the
Enterprise;

(3) To effect transfer of Book-entry
Enterprise Securities between Partici-
pants’ Securities Accounts as directed
by the Participants;

(4) To effect conversions between
Book-entry Enterprise Securities and
Definitive Enterprise Securities with
respect to those securities as to which
conversion rights are available pursu-
ant to the applicable Securities Docu-
mentation; and

(5) To perform such other duties as
fiscal agent as may be requested by the
Enterprise.

(b) Each Federal Reserve Bank may
issue Federal Reserve Bank Operating
Circulars not inconsistent with this
part, governing the details of its han-

§1249.18

dling of Book-entry Enterprise Securi-
ties, Security Entitlements, and the
operation of the Book-entry System
under this part.

§1249.16 Withdrawal of Eligible Book-
entry Enterprise Securities for con-
version to definitive form.

(a) Eligible Book-entry Enterprise
Securities may be withdrawn from the
Book-entry System by requesting de-
livery of like Definitive Enterprise Se-
curities.

(b) A Federal Reserve Bank shall,
upon receipt of appropriate instruc-
tions to withdraw Eligible Book-entry
Enterprise Securities from book-entry
in the Book-entry System, convert
such securities into Definitive Enter-
prise Securities and deliver them in ac-
cordance with such instructions. No
such conversion shall affect existing
interests in such Enterprise Securities.

(c) All requests for withdrawal of Eli-
gible Book-entry Enterprise Securities
must be made prior to the maturity or
date of call of the securities.

(d) Enterprise Securities which are to
be delivered upon withdrawal may be
issued in either registered or bearer
form, to the extent permitted by the
applicable Securities Documentation.

§1249.17 Waiver of regulations.

The Director reserves the right, in
the Director’s discretion, to waive any
provision(s) of this part in any case or
class of cases for the convenience of an
Enterprise, the United States, or in
order to relieve any person(s) of unnec-
essary hardship, if such action is not
inconsistent with law, does not ad-
versely affect any substantial existing
rights, and the Director is satisfied
that such action will not subject an
Enterprise or the United States to any
substantial expense or liability.

§1249.18 Liability of Enterprises and
Federal Reserve Banks.

An Enterprise and the Federal Re-
serve Banks may rely on the informa-
tion provided in a Transfer Message,
and are not required to verify the in-
formation. An Enterprise and the Fed-
eral Reserve Banks shall not be liable
for any action taken in accordance
with the information set out in a
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Transfer Message, or evidence sub-
mitted in support thereof.

§1249.19 Additional provisions.

(a) Additional requirements. In any
case or any class of cases arising under
this part, an Enterprise may require
such additional evidence and a bond of
indemnity, with or without surety, as
may in the judgment of the Enterprise
be necessary for the protection of the
interests of the Enterprise.

(b) Notice of attachment for Enterprise
Securities in Book-entry System. The in-
terest of a debtor in a Security Entitle-
ment may be reached by a creditor
only by legal process upon the Securi-
ties Intermediary with whom the debt-
or’s securities account is maintained,
except where a Security Entitlement is
maintained in the name of a secured
party, in which case the debtor’s inter-
est may be reached by legal process
upon the secured party. These regula-
tions do mnot purport to establish
whether a Federal Reserve Bank is re-
quired to honor an order or other no-
tice of attachment in any particular
case or class of cases.

PART 1250—FLOOD INSURANCE

Sec.

1250.1 Purpose.

1250.2 Procedural requirements.
1250.3 Civil money penalties.

AUTHORITY: 12 U.S.C. 4521(a)(4) and 4526; 28
U.S.C. 2461 note; 42 U.S.C. 4001 note; 42 U.S.C.
4012a()(3), (4), (5), (8), (9), and (10).

SOURCE: 74 FR 2349, Jan. 15, 2009, unless
otherwise noted.

§1250.1 Purpose.

The purpose of this part is to set
forth the responsibilities of the Federal
National Mortgage Association and the
Federal Home Loan Mortgage Corpora-
tion (collectively, Enterprises) under
the Flood Disaster Protection Act of
1973 (FDPA), as amended (42 U.S.C. 4002
et seq.) and the procedures to be used
by the Federal Housing Finance Agen-
cy (FHFA) in any proceeding to assess
civil money penalties against an Enter-
prise.

§1250.2 Procedural requirements.

(a) Procedures. An Enterprise shall
implement procedures reasonably de-
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signed to ensure for any loan that is se-
cured by improved real estate or a mo-
bile home located in an area that has
been identified, at the time of the
origination of the loan or at any time
during the term of the loan, by the Di-
rector of the Federal Emergency Man-
agement Agency as an area having spe-
cial flood hazards and in which flood
insurance is available under the Na-
tional Flood Insurance Act of 1968 (42
U.S.C. 4001 et seq.), as amended and pur-
chased by the Enterprise, the building
or mobile home and any personal prop-
erty securing the loan is covered for
the term of the loan by flood insurance
in an amount at least equal to the less-
er of the outstanding principal balance
of the loan or the maximum limit of
coverage made available with respect
to the particular type of property
under the National Flood Insurance
Act of 1968, as amended.

(b) Applicability. (1) Paragraph (a) of
this section shall apply only with re-
spect to any loan made, increased, ex-
tended, or renewed after September 22,
1995.

(2) Paragraph (a) of this section shall
not apply to any loan having an origi-
nal outstanding balance of $5,000 or less
and a repayment term of one year or
less.

§1250.3 Civil money penalties.

(a) In general. If an Enterprise is de-
termined by the Director of FHFA, or
his or her designee, to have a pattern
or practice of purchasing loans in vio-
lation of the procedures established
pursuant to §1250.2, the Director of
FHFA, or his or her designee, may as-
sess civil money penalties against such
Enterprise in such amount or amounts
as deemed to be appropriate under
paragraph (c) of this section.

(b) Notice and hearing. A civil money
penalty under this section may be as-
sessed only after notice and an oppor-
tunity for a hearing on the record has
been provided to the Enterprise.

(¢) Amount. The maximum civil
money penalty amount is $669 for each
violation that occurs before January
15, 2024, with total penalties not to ex-
ceed $192,996. For violations that occur
on or after January 15, 2024, the civil
money penalty under this section may
not exceed $691 for each violation, with
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