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securities exchanges, or of a custodian
bank in accordance with a system for
the central handling of securities com-
plying with the provisions of §§240.8c—
1(g) and 240.15¢c2-1(g) the delivery of
which certificates to the broker or
dealer does not require the payment of
money or value, and if the books or
records of the broker or dealer identify
the security-based swap customers en-
titled to receive specified quantities or
units of the securities so held for such
security-based swap customers collec-
tively;

(B) Are the subject of bona fide items
of transfer; provided that securities
and money market instruments shall
be deemed not to be the subject of bona
fide items of transfer if, within 40 cal-
endar days after they have been trans-
mitted for transfer by the broker or
dealer to the issuer or its transfer
agent, new certificates conforming to
the instructions of the broker or dealer
have not been received by the broker or
dealer, the broker or dealer has not re-
ceived a written statement by the
issuer or its transfer agent acknowl-
edging the transfer instructions and
the possession of the securities or
money market instruments, or the
broker or dealer has not obtained a re-
validation of a window ticket from a
transfer agent with respect to the cer-
tificate delivered for transfer;

(C) Are in the custody or control of a
bank as defined in section 3(a)(6) of the
Act, the delivery of which securities or
money market instruments to the
broker or dealer does not require the
payment of money or value and the
bank having acknowledged in writing
that the securities and money market
instruments in its custody or control
are not subject to any right, charge, se-
curity interest, lien or claim of any
kind in favor of a bank or any person
claiming through the bank;

(D)(1) Are held in or are in transit be-
tween offices of the broker or dealer; or

(2) Are held by a corporate subsidiary
if the broker or dealer owns and exer-
cises a majority of the voting rights of
all of the voting securities of such sub-
sidiary, assumes or guarantees all of
the subsidiary’s obligations and liabil-
ities, operates the subsidiary as a
branch office of the broker or dealer,
and assumes full responsibility for
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compliance by the subsidiary and all of
its associated persons with the provi-
sions of the Federal securities laws as
well as for all of the other acts of the
subsidiary and such associated persons;
or

(E) Are held in such other locations
as the Commission shall upon applica-
tion from a broker or dealer find and
designate to be adequate for the pro-
tection of security-based swap cus-
tomer securities.

(iii) BEach business day the broker or
dealer must determine from its books
and records the quantity of excess se-
curities collateral in its possession or
control as of the close of the previous
business day and the quantity of excess
securities collateral not in its posses-
sion or control as of the previous busi-
ness day. If the broker or dealer did not
obtain possession or control of all ex-
cess securities collateral on the pre-
vious business day as required by this
section and there are securities or
money market instruments of the same
issue and class in any of the following
non-control locations:

(A) Securities or money market in-
struments subject to a lien securing an
obligation of the broker or dealer, then
the broker or dealer, not later than the
next business day on which the deter-
mination is made, must issue instruc-
tions for the release of the securities or
money market instruments from the
lien and must obtain physical posses-
sion or control of the securities or
money market instruments within two
business days following the date of the
instructions;

(B) Securities or money market in-
struments held in a qualified clearing
agency account, then the broker or
dealer, not later than the next business
day on which the determination is
made, must issue instructions for the
release of the securities or money mar-
ket instruments by the clearing agency
and must obtain physical possession or
control of the securities or money mar-
ket instruments within two business
days following the date of the instruc-
tions;

(C) Securities or money market in-
struments held in a qualified registered
security-based swap dealer account
maintained by another security-based
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swap dealer or in a third-party custo-
dial account, then the broker or dealer,
not later than the next business day on
which the determination is made, must
issue instructions for the release of the
securities or money market instru-
ments by the security-based swap deal-
er or the third-party custodian and
must obtain physical possession or con-
trol of the securities or money market
instruments within two business days
following the date of the instructions;

(D) Securities or money market in-
struments loaned by the broker or
dealer, then the broker or dealer, not
later than the next business day on
which the determination is made, must
issue instructions for the return of the
loaned securities or money market in-
struments and must obtain physical
possession or control of the securities
or money market instruments within
five business days following the date of
the instructions;

(BE) Securities or money market in-
struments failed to receive more than
30 calendar days, then the broker or
dealer, not later than the next business
day on which the determination is
made, must take prompt steps to ob-
tain physical possession or control of
the securities or money market instru-
ments through a buy-in procedure or
otherwise;

(F) Securities or money market in-
struments receivable by the broker or
dealer as a security dividend, stock
split or similar distribution for more
than 45 calendar days, then the broker
or dealer, not later than the next busi-
ness day on which the determination is
made, must take prompt steps to ob-
tain physical possession or control of
the securities or money market instru-
ments through a buy-in procedure or
otherwise; or

(G) Securities or money market in-
struments included on the broker’s or
dealer’s books or records that allocate
to a short position of the broker or
dealer or a short position for another
person, for more than 30 calendar days,
then the broker or dealer must, not
later than the business day following
the day on which the determination is
made, take prompt steps to obtain
physical possession or control of such
securities or money market instru-
ments.
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(3) Deposit requirement for special re-
serve account for the exclusive benefit of
security-based swap customers. (i) A
broker or dealer must maintain a spe-
cial reserve account for the exclusive
benefit of security-based swap cus-
tomers that is separate from any other
bank account of the broker or dealer.
The broker or dealer must at all times
maintain in the special reserve account
for the exclusive benefit of security-
based swap customers, through depos-
its into the account, cash and/or quali-
fied securities in amounts computed in
accordance with the formula set forth
in §240.15c3-3b. In determining the
amount maintained in a special reserve
account for the exclusive benefit of se-
curity-based swap customers, the
broker or dealer must deduct:

(A) The percentage of the value of a
general obligation of a State or a polit-
ical subdivision of a State specified in
§240.15¢c3-1(c)(2)(vi);

(B) The aggregate value of general
obligations of a State or a political
subdivision of a State to the extent the
amount of the obligations of a single
issuer (after applying the deduction in
paragraph (p)(3)(i)(A) of this section)
exceeds two percent of the amount re-
quired to be maintained in the special
reserve account for the exclusive ben-
efit of security-based swap customers;

(C) The aggregate value of all general
obligations of States or political sub-
divisions of States to the extent the
amount of the obligations (after apply-
ing the deduction in paragraph
(P)(3)(A)(A) of this section) exceeds 10
percent of the amount required to be
maintained in the special reserve ac-
count for the exclusive benefit of secu-
rity-based swap customers;

(D) The amount of cash deposited
with a single non-affiliated bank to the
extent the amount exceeds 15 percent
of the equity capital of the bank as re-
ported by the bank in its most recent
Call Report or any successor form the
bank is required to file by its appro-
priate federal banking agency (as de-
fined by section 3 of the Federal De-
posit Insurance Act (12 U.S.C. 1813));
and

(E) The total amount of cash depos-
ited with an affiliated bank.

(ii) A broker or dealer must not ac-
cept or use credits identified in the
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items of the formula set forth in
§240.15c3-3b except for the specified
purposes indicated under items com-
prising Total Debits under the formula,
and, to the extent Total Credits exceed
Total Debits, at least the net amount
thereof must be maintained in the Spe-
cial Reserve Account pursuant to para-
graph (p)(3)(i) of this section.

(iii)(A) The computations necessary
to determine the amount required to be
maintained in the special reserve ac-
count for the exclusive benefit of secu-
rity-based swap customers must be
made weekly as of the close of the last
business day of the week and any de-
posit required to be made into the ac-
count must be made no later than one
hour after the opening of banking busi-
ness on the second following business
day. The broker or dealer may make a
withdrawal from the special reserve ac-
count for the exclusive benefit of secu-
rity-based swap customers only if the
amount remaining in the account after
the withdrawal is equal to or exceeds
the amount required to be maintained
in the account pursuant to paragraph
(p)(3) of this section.

(ii) (B) Computations in addition to
the computations required pursuant to
paragraph (p)(3)(iii)(A) of this section
may be made as of the close of any
business day, and deposits so computed
must be made no later than one hour
after the open of banking business on
the second following business day.

(iv) A broker or dealer must prompt-
ly deposit into a special reserve ac-
count for the exclusive benefit of secu-
rity-based swap customers cash and/or
qualified securities of the broker or
dealer if the amount of cash and/or
qualified securities in one or more spe-
cial reserve accounts for the exclusive
benefit of security-based swap cus-
tomers falls below the amount required
to be maintained pursuant to this sec-
tion.

(4) Requirements for mon-cleared secu-
rity-based swaps—(i) Notice. A broker or
dealer registered under section 15F(b)
of the Act (15 U.S.C. 780-10(b)) as a se-
curity-based swap dealer or major secu-
rity-based swap participant must pro-
vide the notice required pursuant to
section 3E(f)(1)(A) of the Act (15 U.S.C.
78c-5(f)) in writing to a duly authorized
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individual prior to the execution of the
first non-cleared security-based swap
transaction with the counterparty oc-
curring after the compliance date of
this section.

(ii) Swubordination—(A) Counterparty
that elects to have individual segregation
at an independent third-party custodian.
A broker or dealer must obtain an
agreement from a counterparty whose
funds or other property to meet a mar-
gin requirement of the broker or dealer
are held at a third-party custodian in
which the counterparty agrees to sub-
ordinate its claims against the broker
or dealer for the funds or other prop-
erty held at the third-party custodian
to the claims of customers (including
PAB customers) and security-based
swap customers of the broker or dealer
but only to the extent that funds or
other property provided by the
counterparty to the independent third-
party custodian are not treated as cus-
tomer property as that term is defined in
11 U.S.C. 741 or customer property as de-
fined in 15 U.S.C. 78[ll(4) in a liquida-
tion of the broker or dealer.

(B) Counterparty that elects to have no
segregation. A broker or dealer reg-
istered under section 15F(b) of the Act
as a security-based swap dealer must
obtain an agreement from a
counterparty that is an affiliate of the
broker or dealer that affirmatively
chooses not to require segregation of
funds or other property pursuant to
section 3E(f) of the Act (15 U.S.C. 78¢c—
5(f)) in which the counterparty agrees
to subordinate all of its claims against
the broker or dealer to the claims of
customers (including PAB customers)
and security-based swap customers of
the broker or dealer.

[37 FR 25226, Nov. 29, 1972; 38 FR 6277, Mar. 8,
1973, as amended at 42 FR 23790, May 10, 1977;
44 FR 1975, Jan. 9, 1979; 456 FR 37688, June 4,
1980; 47 FR 21775, May 20, 1982; 47 FR 23920,
June 2, 1982; 50 FR 41340, Oct. 10, 1985; 52 FR
30333, Aug. 14, 1987; 63 FR 59400, Nov. 3, 1998;
67 FR 58299, Sept. 13, 2002; 68 FR 12783, Mar.
17, 2003; 78 FR 51902, Aug. 21, 2013; 84 FR 44047,
Aug. 22, 2019]

§240.15¢c3-3a Exhibit A—Formula for
determination of customer and PAB
account reserve requirements of
brokers and dealers under
§240.15¢3-3.
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Credits

Debits

1. Free credit balances and other credit balances in customers’ security accounts. (See Note
A) e
2. Monies borrowed collaterallzed by securmes carried for the accounts of customers (See
Note B) .. .
3. Monies payable agalnst customers securmes Ioaned (See Note C)
4. Customers’ securities failed to receive (See Note D)
5. Credit balances in firm accounts which are attributable to principal sales to customers
6. Market value of stock dividends, stock splits and similar distributions receivable outstanding
over 30 calendar days
7. Market value of short security count dlfferences over 30 calendar days old oo
8. Market value of short securities and credits (not to be offset by longs or by debits) in all
suspense accounts over 30 calendar days .....
9. Market value of securities which are in transfer in excess of 40 calendar days and have not
been confirmed to be in transfer by the transfer agent or the issuer during the 40 days ........
10. Debit balances in customers’ cash and margin accounts excluding unsecured accounts
and accounts doubtful of collection. (See Note E) ..............
. Securities borrowed to effectuate short sales by customers and securltles borrowed to
make delivery on customers’ securities failed to deliver ......
12. Failed to deliver of customers’ securities not older than 30 calendar days ...........................
13. Margin required and on deposit with the Options Clearing Corporation for all option con-
tracts written or purchased in customer accounts. (See NOte F) .......ccocevvirrieneienciencineens
14. Margin required and on deposit with a clearing agency registered with the Commission
under section 17A of the Act (15 U.S.C. 78g-1) or a derivatives clearing organization reg-
istered with the Commodity Futures Trading Commission under section 5b of the Com-
modity Exchange Act (7 U.S.C. 7a—1) related to the following types of positions written, pur-
chased or sold in customer accounts: (1) security futures products and (2) futures contracts

XXX
XXX
XXX
XXX
XXX

XXX
XXX

XXX

XXX

XXX

XXX
XXX

XXX

(and options thereon) carried in a securities account pursuant to an SRO portfollo margining

rule (See Note G) .....

XXX

Total credits

Total debits ......

15. Excess of total credits (sum of |tems 1-9) over total debns (sum of nems 10- 14) require:
(§240.15¢c3-3(e)). If the computation is
made monthly as permitted by this section, the deposit must be not less than 105% of the

to be on deposit in the “Reserve Bank Account”

excess of total credits over total debits.

XXX

NOTES REGARDING THE CUSTOMER
RESERVE BANK ACCOUNT COMPUTATION

NOTE A. Item 1 must include all out-
standing drafts payable to customers
which have been applied against free
credit balances or other credit balances
and must also include checks drawn in
excess of bank balances per the records
of the broker or dealer.

NoTE B. Item 2 must include the
amount of options-related or security
futures product-related Letters of
Credit obtained by a member of a reg-
istered clearing agency or a derivatives
clearing organization which are
collateralized by customers’ securities,
to the extent of the member’s margin
requirement at the registered clearing
agency or derivatives clearing organi-
zation. Item 2 must also include the
amount of Letters of Credit which are
collateralized by customers’ securities
and related to other futures contracts
(and options thereon) carried in a secu-
rities account pursuant to an SRO
portfolio margining rule.

NoOTE C. Item 3 must include in addi-
tion to monies payable against cus-

tomers’ securities loaned the amount
by which the market value of securi-
ties loaned exceeds the collateral value
received from the lending of such secu-
rities.

NOTE D. Item 4 must include in addi-
tion to customers’ securities failed to
receive the amount by which the mar-
ket value of securities failed to receive
and outstanding more than thirty (30)
calendar days exceeds their contract
value.

NoTE E. (1) Debit balances in margin
accounts must be reduced by the
amount by which a specific security
(other than an exempted security)
which is collateral for margin accounts
exceeds in aggregate value 15 percent
of the aggregate value of all securities
which collateralize all margin accounts
receivable; provided, however, the re-
quired reduction must not be in excess
of the amounts of the debit balance re-
quired to be excluded because of this
concentration rule. A specified security
is deemed to be collateral for a margin
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account only to the extent it rep-
resents in value not more than 140 per-
cent of the customer debit balance in a
margin account.

(2) Debit balances in special omnibus
accounts, maintained in compliance
with the requirements of Section 7(f) of
Regulation T (12 CFR 220.7(f)) or simi-
lar accounts carried on behalf of an-
other broker or dealer, must be reduced
by any deficits in such accounts (or if
a credit, such credit must be increased)
less any calls for margin, mark to the
market, or other required deposits
which are outstanding 5 business days
or less.

(3) Debit balances in customers’ cash
and margin accounts included in the
formula under Item 10 must be reduced
by an amount equal to 1 percent of
their aggregate value.

(4) Debit balances in cash and margin
accounts of household members and
other persons related to principals of a
broker or dealer and debit balances in
cash and margin accounts of affiliated
persons of a broker or dealer must be
excluded from the Reserve Formula,
unless the broker or dealer can dem-
onstrate that such debit balances are
directly related to credit items in the
formula.

(5) Debit balances in margin accounts
(other than omnibus accounts) must be
reduced by the amount by which any
single customer’s debit balance exceeds
25% (to the extent such amount is
greater than $50,000) of the broker-deal-
er’s tentative net capital (i.e., net cap-
ital prior to securities haircuts) unless
the broker or dealer can demonstrate
that the debit balance is directly re-
lated to credit items in the Reserve
Formula. Related accounts (e.g., the
separate accounts of an individual, ac-
counts under common control or sub-
ject to cross guarantees) will be
deemed to be a single customer’s ac-
counts for purposes of this provision.

If the registered national securities
exchange or the registered national se-
curities association having responsi-
bility for examining the broker or deal-
er (‘‘designated examining authority’’)
is satisfied, after taking into account
the circumstances of the concentrated
account including the quality, diver-
sity, and marketability of the collat-
eral securing the debit balances or
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margin accounts subject to this provi-
sion, that the concentration of debit
balances is appropriate, then such des-
ignated examining authority may
grant a partial or plenary exception
from this provision. The debit balance
may be included in the reserve formula
computation for five business days
from the day the request is made.

(6) Debit balances in joint accounts,
custodian accounts, participation in
hedge funds or limited partnerships or
similar type accounts or arrangements
that include both assets of a person or
persons who would be excluded from
the definition of customer (‘‘noncus-
tomer’’) and assets of a person or per-
sons who would be included in the defi-
nition of customer must be included in
the Reserve Formula in the following
manner: If the percentage ownership of
the non-customer is less than 5 percent
then the entire debit balance shall be
included in the formula; if such per-
centage ownership is between 5 percent
and 50 percent then the portion of the
debit balance attributable to the non-
customer must be excluded from the
formula unless the broker or dealer can
demonstrate that the debit balance is
directly related to credit items in the
formula; or if such percentage owner-
ship is greater than 50 percent, then
the entire debit balance must be ex-
cluded from the formula unless the
broker or dealer can demonstrate that
the debit balance is directly related to
credit items in the formula.

NoTE F. Item 13 must include the
amount of margin required and on de-
posit with the Options Clearing Cor-
poration to the extent such margin is
represented by cash, proprietary quali-
fied securities and letters of credit
collateralized by customers’ securities.

NOTE G. (a) Item 14 must include the
amount of margin required and on de-
posit with a clearing agency registered
with the Commission under section 17A
of the Act (15 U.S.C. 78q-1) or a deriva-
tives clearing organization registered
with the Commodity Futures Trading
Commission under section 5b of the
Commodity Exchange Act (7 U.S.C. 7a—
1) for customer accounts to the extent
that the margin is represented by cash,
proprietary qualified securities, and
letters of credit collateralized by cus-
tomers’ securities.
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(b) Item 14 will apply only if the
broker or dealer has the margin related
to security futures products, or futures
(and options thereon) carried in a secu-
rities account pursuant to an approved
SRO portfolio margining program on
deposit with:

(1) A registered clearing agency or
derivatives clearing organization that:

(i) Maintains security deposits from
clearing members in connection with
regulated options or futures trans-
actions and assessment power over
member firms that equal a combined
total of at least $2 billion, at least $500
million of which must be in the form of
security deposits. For the purposes of
this Note G, the term ‘‘security depos-
its”” refers to a general fund, other
than margin deposits or their equiva-
lent, that consists of cash or securities
held by a registered clearing agency or
derivative clearing organization; or

(ii) Maintains at least $3 billion in
margin deposits; or

(iii) Does not meet the requirements
of paragraphs (b)(1)(i) through (b)(1)(iii)
of this Note G, if the Commission has
determined, upon a written request for
exemption by or for the benefit of the
broker or dealer, that the broker or
dealer may utilize such a registered
clearing agency or derivatives clearing
organization. The Commission may, in
its sole discretion, grant such an ex-
emption subject to such conditions as
are appropriate under the cir-
cumstances, if the Commission deter-
mines that such conditional or uncon-
ditional exemption is necessary or ap-
propriate in the public interest, and is
consistent with the protection of inves-
tors; and

(2) A registered clearing agency or
derivatives clearing organization that,
if it holds funds or securities deposited
as margin for security futures products
or futures in a portfolio margin ac-
count in a bank, as defined in section
3(a)(6) of the Act (156 U.S.C. 78c(a)(6)),
obtains and preserves written notifica-
tion from the bank at which it holds
such funds and securities or at which
such funds and securities are held on
its behalf. The written notification will
state that all funds and/or securities
deposited with the bank as margin (in-
cluding customer security futures
products and futures in a portfolio
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margin account), or held by the bank
and pledged to such registered clearing
agency or derivatives clearing agency
as margin, are being held by the bank
for the exclusive benefit of clearing
members of the registered clearing
agency or derivatives clearing organi-
zation (subject to the interest of such
registered clearing agency or deriva-
tives clearing organization therein),
and are being kept separate from any
other accounts maintained by the reg-
istered clearing agency or derivatives
clearing organization with the bank.
The written notification also will pro-
vide that such funds and/or securities
will at no time be used directly or indi-
rectly as security for a loan to the reg-
istered clearing agency or derivatives
clearing organization by the bank, and
will be subject to no right, charge, se-
curity interest, lien, or claim of any
kind in favor of the bank or any person
claiming through the bank. This provi-
sion, however, will not prohibit a reg-
istered clearing agency or derivatives
clearing organization from pledging
customer funds or securities as collat-
eral to a bank for any purpose that the
rules of the Commission or the reg-
istered clearing agency or derivatives
clearing organization otherwise per-
mit; and

(3) A registered clearing agency or
derivatives clearing organization es-
tablishes, documents, and maintains:

(i) Safeguards in the handling, trans-
fer, and delivery of cash and securities;

(ii) Fidelity bond coverage for its em-
ployees and agents who handle cus-
tomer funds or securities. In the case
of agents of a registered clearing agen-
cy or derivatives clearing organization,
the agent may provide the fidelity
bond coverage; and

(iii) Provisions for periodic examina-
tion by independent public account-
ants; and

(iv) A derivatives clearing organiza-
tion that, if it is not otherwise reg-
istered with the Commission, has pro-
vided the Commission with a written
undertaking, in a form acceptable to
the Commission, executed by a duly
authorized person at the derivatives
clearing organization, to the effect
that, with respect to the clearance and
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