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I” Circular No. 7050
|_ December 5, 1972

CREDIT BY BROKERS AND DEALERS

Proposed Amendments to Regulation T

To All Brokers and Dealers, and Members o f  National
Securities Exchanges, in the Second Federal Reserve District:

Printed on the reverse side of this circular is an excerpt from the Federal 

Register of December 1, containing the texts of proposed amendments to Regulation 

T, “Credit by Brokers and Dealers,” of the Board of Governors of the Federal 

Reserve System. The purposes of the amendments are (a) to shorten the time 

allowed for payment-against-delivery cash transactions from 35 days to 15 days, 

and (b) to clarify the computation of the 90-day restriction in special cash accounts.

Comments on the proposals should be submitted by December 22 and may 

be sent to our Regulations and Bank Analysis Department.

ALFRED HAYES,

President.

(Over)

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



FEDERAL RESERVE SYSTEM
[1 2  CFR Part 220 ]

[Reg. T]

CREDIT BY BROKERS AND DEALERS

Time A llowed fo r Payment Against 
Delivery Cash Transactions

T h e B oard  of G overnors proposes to 
am end  P a r t  220 in  o rd e r to  sh o r te n  th e  
tim e  allowed fo r p ay m en t a g a in s t d e ­
livery cash  tran sac tio n s  from  35 days to  
15 days. S ection  220.4(c) of P a r t  220, 
C red it by B rokers an d  D ealers, would be 
am ended  as se t fo r th  below:
§ 2 2 0 .4  Special accounts.

* * * * *
(c) Special cash account. * * *
(5) I f  th e  cred ito r, a c tin g  in  good 

fa i th  in  accordance w ith  su b p a rag rap h
(1) of th is  p a rag rap h , p u rch ases a  se­
cu rity  fo r a  custom er, o r sells a  secu rity  
to  a  custom er, w ith  th e  u n d e rs tan d in g  
th a t  h e  is to  deliver th e  secu rity  p rom p tly  
to  th e  custom er, an d  th e  fu ll cash  p ay ­
m en t to  be m ade p ro m p tly  by th e  cus­
tom er is to  be m ade ag a in s t such  delivery, 
th e  c red ito r m ay  a t  h is op tion  t r e a t  th e  
tra n sa c tio n  as one to  w hich  th e  period  
applicable u n d e r su b p a ra g ra p h  (2) of 
th is  p a ra g ra p h  is n o t th e  7 days th e re in  
specified b u t 15 days a f te r  th e  d a te  of 
such  p u rchase  o r sale.

* * * * *
(7) T he 7 -day  periods specified in  th is  

p a ra g ra p h  re fe r to  7 full business days. 
T he 15-day period  a n d  th e  90-day  
period  specified in  th is  p a ra g ra p h  re fe r 
to  ca le n d a r days, b u t if th e  la s t day of 
an y  such  period  is  a  S a tu rd ay , Sunday , 
o r holiday, such  period sha ll be consid­
ered  to end  on  th e  n e x t fu ll business day. 
F o r th e  purposes of th is  p a ra g ra p h , a  
cred ito r m ay, a t  h is  option , d isregard  
any  sum  due by th e  custom er n o t ex ­
ceeding $100.

* * * * *
T h e  purpose of th e  proposed changes 

in  R egu la tion  T  is to  in d ica te  to  p a r ­
tic ip an ts  in  securities tra n sa c tio n s  w hich  
a re  to  be consum m ated  by pay m en t 
ag a in s t delivery th a t  15 ca le n d a r days 
in s tead  of th e  p re sen t 35 ca le n d a r days 
Is sufficient tim e in  w hich to  effect se t­
tlem en t, a b sen t excep tional c ircu m ­
stances.

T he B oard  is a fford ing  in te re s ted  p e r­
sons a n  op p o rtu n ity  to  subm it re lev an t

d a ta , views, or a rg u m en ts  concern ing  th e  
p roposed am endm en t. Any such  m a te ria l 
shou ld  be su b m itted  in  w riting  to  th e  
S ecre tary , B oard  of G overnors of th e  
F ed e ra l R eserve System , W ash ington , 
D.C. 20551, to  be received n o t la te r  th a n  
D ecem ber 22, 1972. S uch  m a te ria l will 
be m ade availab le  fo r in spection  and  
copying upon  request, except as provided 
in  5 261.6(a) of th e  B o ard ’s R ules R e­
g a rd in g  A vailability  of In fo rm atio n .

T h is no tice  is published p u rs u a n t to  
section  553(b> of T itle  5, U.S.C., an d  
§ 262.2(a) of th e  R ules of P rocedure of 
th e  B o a rd  of G overnors of th e  F edera l 
R eserve System  (12 C PR  2 6 2 .2 (a )).

By o rd e r of th e  B oard  of G overnors, 
N ovem ber 20, 1972.

[ s e a l ! M ic h a e l  A . G r e e n sp a n ,  
A ssis ta n t Secretary o f th e  Board.

[FR Doc.72—20697 Filed ll-3 0 -7 2 ;8 :5 4  am]

[ 12 CFR Part 220 ]
[Reg. T]

CREDIT BY BROKERS AND DEALERS
Ninety-Day Restriction in Special Cash 

Account
T he B oard  of G overnors proposes to 

am end  P a r t  220 (R egu la tion  T) by m a k ­
ing  a  m ino r change in  language w ith in  
subsection  (8) of S ection  220.4(c) to  
clarify  th a t  th e  com puta tion  of th e  90- 
day freeze begins w ith  th e  tra d e  d a te  of 
th e  sale  of a  secu rity  w ith  respect to 
w hich th e  custom er h as  n o t previously 
p a id  fo r  th e  cost of th e  p u rch ase  w ith in  
th e  a llo tted  7 business days, r a th e r  th a n  
w ith  th e  tra d e  d a te  of such purchase . 
T h is  change would be accom plished by 
sh iftin g  th e  p repositional p h rase  “d u r ­
ing  th e  p reced ing  90 days” in  th e  firs t 
sen tence  o f subsection  (8) from  w ith in  
th e  body to  th e  end  of th e  po rtion  of th e  
sen tence  preced ing  th e  proviso.

T h e  te x t of th e  proposed am endm en t 
re a d s  as follows:
§ 2 2 0 .4  Special accounts.

* * * * *
(c) Special cash account. * * *
(8) U nless fun d s sufficient fo r th e  p u r ­

pose a re  a lready  in  th e  account, no se­
cu rity  o th e r th a n  a n  exem pted security  
sh a ll be p u rchased  for, o r sold to, any 
custom er in  a  special cash  accoun t w ith  
th e  c red ito r if  any  security  o th e r th a n  
an  exem pted  security  h a s  been pu rchased  
by such  custom er in  such  a n  account, an d

th en , fo r  an y  reason  w hatever, w ithou t 
hav ing  been previously paid  fo r in  fu ll 
by th e  custom er, th e  security  h a s  been 
sold in  th e  accoun t o r delivered o u t to  
any  b roker o r deale r d u ring  th e  p reced ­
in g  90 days: Provided, T h a t a n  ap p ro ­
p ria te  com m ittee of a  n a tio n a l securities 
exchange o r a  n a tio n a l securities asso­
c iation , on app lica tion  of th e  cred ito r, 
m ay  au th o rize  th e  c red ito r to  d isregard  
fo r th e  purposes of th is  su b p a rag rap h  
any  given in s tan ce  of th e  type th e re in  
described if th e  com m ittee is satisfied  
th a t  b o th  c red ito r an d  custom er a re  a c t­
ing  in  good fa i th  an d  th a t  c ircum stances 
w a rra n t such  au th o riza tio n . F o r th e  p u r ­
poses of th is  su b p arag rap h , th e  cance l­
la tio n  of a tran sac tio n , o therw ise th a n  
to  co rrec t a n  erro r, sh a ll be deem ed to 
co n stitu te  a  sale. T he c red ito r m ay d is­
reg a rd  fa r  th e  purposes of th is  su b p a ra ­
g rap h  a  sale w ithou t p rio r pay m en t p ro ­
vided fu ll cash  pay m en t Is received 
w ith in  th e  period  described by su b p a ra ­
g rap h  (2) of th is  p a ra g ra p h  an d  th e  
custom er h a s  n o t w ithd raw n  th e  p ro ­
ceeds of sale on  o r before th e  day on 
w hich such p ay m en t (and  also final p a y ­
m en t of any  check received in  th a t  con ­
nection ) is received. T he c red ito r m ay 
so d isregard  a  delivery of a  security  to  
a n o th e r  b roker o r d ea le r provided such  
delivery was fo r deposit in to  a  special 
cash  accoun t w hich th e  la t te r  b roker o r 
deale r m a in ta in s  fo r th e  sam e custom er 
an d  in  w hich accoun t th e re  a re  a lready  
sufficient funds to  pay  fo r th e  security  
so pu rchased : an d  fo r th e  purpose of 
de te rm in ing  in  th a t  connection  th e  
s ta tu s  o r  a  custom er’s accoun t a t  a n ­
o th e r  b roker o r dealer, a  cred ito r m ay  
rely  upon a  w ritten  s ta te m e n t w hich h e  
accepts in  good fa i th  from  such  o th e r 
broker o r dealer.

To aid  in  th e  considera tion  by th e  
B oard  of th is  proposed am endm ent, in ­
te rested  persons a re  inv ited  to subm it 
re lev an t d a ta , views, or a rg u m en ts  in  
w riting  to  th e  S ecre tary , B oard  of G ov­
ernors of th e  F ed era l R eserve System , 
W ashing ton , D.C. 20551, to  be received 
n o t la te r  th a n  D ecem ber 22, 1972. S uch  
m a te ria l will be m ade availab le  fo r in ­
spection  an d  copying upon  request, ex ­
cep t as provided in  § 261.1(a) of th e  
B oard ’s R ules R egard ing  A vailability  of 
In fo rm a tio n .

By o rder of th e  B oard  of G overnors, 
N ovem ber 22, 1972.

[ s e a l ]  M ic h a e l  A. G r e e n sp a n , 
A ssis tan t Secre tary  o f th e  Board.
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