FEDERAL RESERVE BANK
OF NEW YORK
Fiscal Agent of the United States

Circular No. 10158 "
[ March 3, 1987

PROPOSED TREASURY REGULATIONS REGARDING
GOVERNMENT SECURITIES BROKER OR DEALER ACTIVITIES

To All Depository Institutions, and Others Concerned,
in the Second Federal Reserve District;

The following is quoted from the text of a statement issued by the Treasury Department:

The Treasury Department has released proposed regulations under the Government Securities Act
of 1986. The re%ulatlons, which for the first time would establish a system of identification and regula-
tion of entities that deal solely in Government securities and other exempted securities, has been pub-
lished in the Federal Register for 30 days of public comment. Under the Government Securities Act,
temporary requlations must take effect on Ma)( 26, 1987, and final regulations on July 25, 1987, The
proposed regulations affect all brokers and dealers in Government securities, including those newly re-
qwtr,%dtto reqister under the Government Securities Act, registered broker-cealers, and some financial
institutions,

The proposed. regulations include a financial responsibility requirement for currently unregulated
Government securities brokers and dealers that is based on the capital adequacy guidelines isSued in
May, 1985 by the Federal Reserve Bank of New York. SEC-registered broker-cealers and financial
instrtutions would not be subjtect to any additional capital recwwement. The proposal also would require
newly regilstered Governmenit securitiés brokers and dealers to follow SEC rules conce_rnmg 0SSession
or control of customer securities, recordkeeping and reporting, with modifications designed to enhance
the knowledge and protection of all parties to Fepurchase transactions. Many of the repurchase ,a?ree-
ment modifications would also apply to Government securities brokers or dealers that are registered
broker-dealers or financial institytionis. The proposal also includes regulations concerning the custodial
holdings of Government securities by banks and other depository institutions.

Enclosed — for deTpository institutions in this District — is the complete text of the proposed
Treasury regulations referred to in our Circular No. 10157, dated March 2, 1987, which has been
reprinted from the Federal Register of February 25; copies will be furnished to others upon request
directed to the Circulars Division of this Bank ZT el. No. 212-720-5215 or 5216). Comments on the
proEosaI should be submitted by March 27, 1987, and may be sent directly to the Treasury, as set
forth in the Federal Register notice.

Questions regarding this matter may e directed, at this Bank, to Don N. Ringsmuth, Associate
General Counsel (Tel. No. 212-720-5007) or to Barbara L. Walter, Assistant Vice President
(Tel. No. 212-720-5481).

E. Gerald Corrigan,
President.
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DEPAfTOEMT OF THE TREASURY

Office of tfa® Assistant Secretary
(Domestic Finance)

17 CFR Ch. fi¥

Government Securities Act of 1986;

implementrng Regulations

A©em Office of the Assistan

SeCre r omestlc nance Ifreasury.

SEVIEK3 Proposed rule,
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SUPPLEMENTARY INFORMATION:
. Background
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take the oRportunrty provrded this rotessronaL ho servree them are mcrdental to the futures business. A
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financial institutions and others regrstered brokers or dea swrt rules ers or dedlers a very large number

nd talked wrthanumber of additional B rsectons 15and 17 Wh In %eneral f futures, co mr%sron erchants
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the Secretary work effective Protect ecuritl C-requ é% mancra mstrtuton re uFtor encres
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re Lirge tachte |e5f ounsel OFeder 'Bankézfé\tew York, ngltal comments concerning modifi
Eer\crbshtno t#gc U%'g OVernMeNt Securities requrrements forFCMs an Ot er
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CFTC-registered entiti stEat are responsible for enforcement of the gg) “Government securities dealer”
overnm nt securities brokers or regulations. the meaning set out in sectron
ealers Ingartrcu ar, we request % Section 400.3. Thrs sectron sets out 3?3 4) of the Act. As vised In the
consr eration, by those entrtreva definitions that area licable, excent ﬁ/ oa requlations, the term lStogether
would not be removed from re ation where otherwise exp |C|t| 0V|de Ith the ter government securitie
hrou the SEC c%f{nltlonalr e of{ita throughout the ro osed uatrons broketg represgnts the broagdest
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et heh gl er ofu th e&:re uslrcea al EXC a e Act of 1934, '”Ci“d'"? gtcrglrjrrt]rtnetﬂtrggcuratrem %'rt(Jhreertoern se,
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s or t egECs caglrta rae, an ! i) a %men ents enacted as part of the as well as regrgtered government
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exempt from the rales proposed in part "‘A propriate regulatory agency” i
403 securities t atwerg in customeP gz r%eanrng se ot Iy Secion me(Q mGoS\/eetr(r)tmen]tssee&nOrrrltrgef )4aSt

segr%gatron cccounts pursuant f 7CFR 33)(34) G) of the AC”t ang In gener Act, It|%c|udes secyre |ssued23 ?the

0. In commenting on these means the Comptroller of the Currency,

other urg&vehstr 15, SOMMENTers 200 the Boarg of Goverrors of the Fed era(i B erraar]tgaency ies ?rnTcr%a orhpL
consige ?rt e suggested ra]Ies Reserve ystem, the Federal e£o GovernmentNatronaI Mortgage

P e(urat Xan appropriately Insurance Cordp(iratron &and the eera Association), and also secufities
refectrr dequate yprotect Home 03 Board. for commercial mc?da Uity securities) issued or
Investors. fbe%nei%l?n cﬁQF'tfetr'enStétr”rtn'&T?et at are UaTantedd y Certain government-
1 Sectlon.by-Section Analysis of gertain oreign and Ditrctof Colubi Ao arporations auch & the federal
Proposed Regulations inancial Ins |tut|ons and the SEC for all Jera? M ey e
A P.art400 Rules of General other s, Inparticul ar the ag h rrate Cor oration, the StuMentE
Applicat regu at(?r foency for state chartared etng Assocratr Aand the Farm

1. Section 400.1. This section notes the Ansurea co mercral banks  ¢r It Sy tem aders are cautioned
requrSrements of the Act. as amended E) anH thri mgtrtutrons angI for credit (hrslrst fs not exc'%lvfeorme hatnew

the CSA, for regulation; registration ant e isthe 5EC. organizations ma
notic fstat sesfor%h ) “Commission"" or “SEC" means the gurrtreswo 141G e covere thrs
Errnc?i)? et unf aot eris Seiten o Exchange Commission. e|n|t|o fe term aqso inclu esy
ecifical H rovided, all requlations (éi“ Desr nated examrnrn authority” certam an e0 t|ons uts, cal
gpglg/toa 8 velrnm ntﬁecurrtres an Exam ning Authority” ean fora  stradd es an srmrar rivil e%sono
ers and eaers oth those who regrstere FqOV rnmentse urrtres roker eso overnment securrtrs In
UL regster and lose Who st e eory oganzn %rtf’t%“y““e . icStheseﬁha‘e'?%éﬁt‘fohere emfoted
no
securrtres Brokerf or gea ers to the organlza ion, antt %rare Istered Act rrortto enactment h
appropriate requlatory agency. overnment securities broker or dealer  hecalise 0 their connection wrth the
A8 0 F'S”Sthrﬁspo?hdere'h'ét?éh'sdt‘ ot hcan i gt afes, are “qovernment
Fe;e.t L e
esectronaso states t}ah Pg Istration ()“Frnancral institution” has the SE n ersectrons ¥V
éPos”%'%ererﬁ‘éé‘s”gté?‘” e mea”r'hthf 5 oth o Il %fnlé“se bro ‘eraér'sdé‘atgra et i
reguiatronsprovr Ing PrPrr gistration an(tj |nst utrons bot ?e er l)< P 5te1ed government securities
g stat artere t dog notrncui Ir er or dealer meansa Irm that
theOfclyeonf o er htﬁ Secsté?srtar? shecifes of a'hﬁ? 'é’r? ?rr? sldiaris or & |I|ates Oveecrtﬁ[t]reanntsgecéhornasso %therexe pted
Secretar Federa I‘?rngn s the office Governmentsecurrtres broker” gecurrtres (not Incly |n munrcrml
te Bty U
wrthrnT easury responsiole for the ning set outrnsectron securltles and/orfutu es and other
gulgtrons anl drrejcts correstpondence 3€a 430ft ct. As used in the commodr Interests regulated by the
exempmonCs0 rtroe%h)g{] O%rlrccee CTorrt]eeser(;lt?on %n %s]e terrer%u a%'%‘? rtTheentteSrngutmqether gchtlonaln5C§ ster éj rAsEran !
notes that the appropriate re uatory ealer”) re resgnts tRebroagest term does not inclug u ere Istered rokers
EC NG 1 :
agencies (the SEC and the financial classification of pe ﬁsons subject to the ~or dealers or financial institutions.
Institution supervisory agencies) and the  requlations. Wit teexceptons noted (k Secretary means the Secretary of
sefregulatoryorganrzatrons are In‘Section 3(a)(43) of the Act, the term  the Treasury .
Includes register dbr%ker ealers and él)D Treasur De artment” means
qFCMtha |salsoa ke de aler is financial instjtutions that effect the Dep rtme rf the Treasury.
%r ! re tomett CFfCor %ransactronsrn%overlnment seCtirrtres 4. Section 400.4. This secfion regurres
] Soqau em emsecum'eg ﬁgﬁeraor} or the account of others as well as every officer, director or manager o

ntl
aler, this pr Wo e u egistered government securities Overnment securities broker or dealer
con:eryderatsr&r eentlrjtyo tth % 2 Tule. % kers. . ?hat IS a?lnanCIarlnStltutlon not exempt
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re |strat|0n as LHrovr hn Part 401 mun ipal securities dealers. JThe 8 anization shall eexem ¥ from the
o t ep Pose re ations. This section hdrawa Woud ecome effective 60 reaurrementso fsections "ZSand
S0 re uires the financial |nftrtutron to a S after rrnn unless drsmP Inar ) of the Act and the re uIatrS)n
ile with its aworo riate reg ator%/ ac lon concerning th eentrt¥ e hereun o g
?enc a notitication of thé termi atron trcer}] starte rrorto he date on bonds offer t d
of association, wrt rr‘:;o¥ernmer] ht enotreewas filed. Enforcement Vt'ﬂ S tﬁntsotertermstan
secyrities business of the fjnancia ftrons may coyrse, be mstrtuted conaitions rotec '”Vtest orstfroml
in tutrono an assaclate erson after that time arising out of occurrences 1%, Eavrn S%Vﬁnobl ranstera
erequrrements in'section 400.4 rigr éo the expiration of the 60 day ant elred (£ Are nof Ei1iye for trading
irror ex sttng re urremenés concerning Berro ar grpe Ing as collateral bond
ank municipal securities dealers an B. Part 401 Exemntions dditiona ostsa |ngs on
are esigned to mcrease the mtegrrty of B - EXEMP transactron areh
t entr erndustry reducing the Under section 15C(a )gn) 4) of the Act, the 0rganlzatrons tgat aveg Irfred 10 act
8rrt Y Of. persons su gect to ﬂ%tutory Secretary may exempt anly government s savings bond issuing dn

Isqualification to become affiliated SEC rities hroker, government securities ents PUFSU ttO 31 FR Part 31%and
|t other overnmenﬁsecurrtres _ 1ero qass ofguch brokers and %%(? These a%ents are
rokers or ers Including financial ose regula

of t e Actort }ermsa

strt tron artmen anticipates H
Ication-agreements executed b
Pat o 'Ssueigﬁgﬁfﬂoﬁsﬁu{ t e ﬂ%}m at the ti rp ualrf cation. J{X

{ man rovr |0n0 sec on overned s and
{b hJ conditions of t Wt
?} ese or anizations re ula
Impose SI ar re urr ments Su sectrons ﬁ’t
ﬁerson assocrated Wi Istere consistent ng

IC Inte ﬁt remarnr gorganrzat ons that han
vernmen securities brokers an protectrono estors and the purposes savr ond tra actons are not
galers and on reg |stere qovernment Commenters are asked t savrn ents but may,
securities brokers and dealers. 5By consrderwhet er exemptions other than as aservrce t0 ustomer or to
0 RO
14 Directors and se |0r0ff|cers ofthefr ancial esirable and to provide infarmation
|ns|t[|}tut|ronw 0 may fromfi P“ £ et e responding to thép statutor stangards other savrngs bond transgctrons to an
g %ﬁ ldernesa ecfing the nancra msttutron for exemption. In ar'ucu r, comments authorized ssuing or paying agent or the
GO 01 e el |nstrtutltoreae(§jveonmeent are part|EU|ar|¥ requested 0” whether  Treasury. In the case of or a”'zat'ons
%purrtes USin sarenotconsrttere% an exemption for entities whose. that onl forW%rd savings On
ITeery enda P§ govefmtentsecurltles overnment securities business is transacti ons the Treasur
bus'nes el LoD Hmied to bro ering repurchase determined that sufficient ¢ sto er
1BWith res ec“o registered government protection exists beclise o the limited
?S°t‘s”ett85 roEers a@?ﬁ aEresD %r"ttﬁ Crtltrrrseﬂtl efu organizations forthe tures indus ork Involvement (?fthese Organlzﬁtlgns nd
trtwr pos i f tor to?etraertomrnrmrze epaperworw) e'[er s and conditions of the bonds
organrzatrons nder the ctan the rfulatory attendant on registration. themselves.
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|t should be noted that the, Purchases sec r|t|es |tself0nor| naI other brokerage transactions or effecting
gt et ReURLIAEIIG . Or na
transacthan ofanygovernment sectlog gxe tfrom et|ons 15C i and the req uwe%entso artESO o?t ese
securities broker or dealer. The SH é e cfan the reg !] lons ulatlons adequately requlated to
Treasury does notconsu?erthat any ereunder, nanila institutions that ot vestors and on%tneed to be
other parts of these requlations are - engage In certain limited types of P %atea as government securities
applicable to savings bond transactions. tran%acnons Ingovernment securities % kers. Financial institutions enga

5) Secti |0n 401 This section provides Which, under traditional interpretations  n more than 500 brokera e transac ? clons

n exemption oy depository institutions ™ 410 efinitions of broker” or In government securities per e ot er
qhatsubrEr)uttenders Brsubscrlptmns or dealer,” might qualify them as than those mvoﬁvm saving

urchase on original issue of U.S. ov?rnment securities broke{s or purchasgs of U 1greasury Securltles on
reasury secun%es for the accoynt of ealers. For the reasons set forth below,  original issue forthe account of
customers, A leposifory institution the Department has determined ?h&t fo.  customers. but including networ king
engaging.only in such transact|ons ang  these y?es of transactions, reg ation of  fransactjons), unless aIPsuch
ote acq,v,t,es exerpied by Part AGLof A financial institution as a government  transactions not exempt under | §401.1

ropose0 cequlanons m)(l)u b Securities rokﬁr or dealer ¥s not or 4013 are carried on through

exen% Pirom the provisions ofsecnon negessary 1or eProtectlon ot iny vestors - networking” arran ent volving a
15G g (b), and (d) of the Act, and the X' aCf] eve the other UFPOSGSO P overnmen secunh% roker ordeeﬂer
re u{ {lons thereur%d vGV|StA|§§rtO4 a5, ttheeénsretuutgtqocr?sm ot e tunderttys Par arenot.

ol i il Ce“atrp i
gtteenrd%er fgsr|%ﬂ£ atrlsgbt#ttlgng rCTl\J%YO?rL]Jg)rmlt T muﬂ (r)gststcfet ecgrésslt?r%?ttg% {tge gb) Section 4014, relating to dealer

ctivities limited to repurchase
Prowded the customer is identified as total number of secondar r%;o\/ernment transactions angahmﬁ)te number of

ggn%%ﬁr;/a%egy%etnr}efgernt Srsipcr&nmles %ecunues dezile(}{s In the ta gg 0f200to  reverse repurchase transactions.
INCIUQIng registerca broxers A sianificant number of financial
?n'é?nvuvt'lﬂ)r?%u arrr]ﬁjtlﬁﬁttﬁgut Réhe and JeaferslT ¢ artment as been InStItU%IOHS engage In repurchase

el Informed by the federal financial transactions I oihich securites held by

Furthermore, the se les purchased institution requlatory agencies that a
may continue to b e (} d by thecustomer ver F 8 ? ntage ogft e?lnancla }'gedpgﬁ'ggg'%fggﬁetﬁ?es'O%he}t%an
{hrough hat same s, institutions in the country engage i E0iStered Brokers of dealsrs or
tment has concluded that Where a es of transactions Involvi g 0% rAment securities brokers or

? epositor mst* “t\on submits tenders, vernment jecurities gt ar teajers. Einancial Insttutions engage in

customers, faci |tates pa ment and escn ed below, pnmanl ona such transactions to Increase w?c? on
the customer I1bes guate aC“V'“eS the total numb L secu? (? ot ?EXI I8 Alternative tq
Protecte solon aste gpositor ov?rnmentsecunnes rokers and ot o? deposit. The transactions

nstitution.complies with the re ations ealers subject to registration or notice
orcustongd J)osnorymsututpons set re u?remen{s woul (f %eac% well |rnt0 the ar(i sub&ect o thﬁumform ents Y

forh n Part 450 o the proposeo ousands., The Department believes this  B4nCy. 0T eRLTGase agriements
regrr\ Prop woul(ii N0F be ConsIstent Wit the Intent adogg\?ﬂ%ly Hénu?es ﬁtwanma
herefore the DepartmentproRoses to of Congress. [ﬁc 1S W¥m nmainly to mtgct
ex?m tdfposnory institutions whose S 3 a) Section 401.3, relating to brokerage man(:lal institutions ex ggg
Z nvolvementin government tivities repurchase transactions a ers
%ecterr]|(§|eersstfroarncslzjictétr)n es |Ss ;rqe Sl#]bmlt se|?n Lhough the vernment securities raﬁhert an se?erso fsecurities, ah
e T[yons a5 maneLs rlma?%s)ﬂa Baler market aes, apnong other things, that

activity exempt from t
Erovuti ng rt 401, The exemption IS E] flp/
onditioned on the dep osno% roKe
institution’s agreement to o

rage t%laansmctmns e contorming copfrmatjons dent

specific secyritie ropriate
£| y with accomm dation orcustome[gngﬁgtlons argin. and sh Ao maﬁ?[t) Nt ferm

Part 450 of the proposed requlations AL anc 10L2 af these requ In agdition, of h
w0 A0 gt L TIESE QU NS agreements. In agdition, of course; the
concerning 903595 on or control o WogsgﬁrgkeFr’a T greucg’nﬁned fihancial institutions engaging in these

%a\slgrq]rgresnttﬁg%tgItlgks)\nglt?nfo%techmcal {0 {ransactions n United States savings transactions are subjectto governmentald

fabal Aot ok S ¢ bonds or submission of tenders foy th

gal arg account of customers.in auc‘uons or thei IrSU erVISO c the Natjonal Credit Union
SIS DOk o Sl DU exempt .5, Tresury seures. T : o el ﬂn%af“ Vfu.ng ant
dnder this part s not required {0 compt Depariment beleves el v tatement %
with the regulations underTltIe Ilof hd institutions, including federal credit tmentm lesro mentso W ters|m||ar
2 e unions,I7 effecting a modest number of erVISgrg ge Lart a1 lace forSte
eexemi)tlon of th {S sectlon IS rtered creditYnions,

A0 faciitates yment solely as agent, & 41&tgé FEN Al o orgorel
for the-ldentified. ustomer. Tewould ot ﬁ eraior gﬁ eI ot
apply to a depository Institution, that~ bro ereadgeerS%Weer't\?v Egﬂsar}g\fﬁﬁﬁterreggtl |é't2ndtte) %Sr%vfoaysga oard proé; ed rule

-J]eteggfor{/oa b ond & e, B, o, 560 N0 ST G 2 ED i Qct %L 4%he§(§”Pﬁr%§é%2}c%%§g§e”°y'
eral
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ervrsron l\/tlanyfnancal institutions resalemrq tconstrtute overn ent brokers orde ers, whrch are not
o do a small ndm ero reverse secyrities eaeractrvrt es U necelssarr r¥ ect to Independent,
rep urchasg transactions as an trja |t|ona |nter retations of t eter over aplp g capital requir mentsa
aeco aHnn to customers. ealer.” 19 However, bot sdes to where recourse to t arentwoudnot
Under traditional mterIpretatrons of transaetron are su {ect to federal necessarily be availa
teterm £a er “such transactions, |f suRefvrsr N2 eé)artmen has Although the De artment believes
gﬁ % a5 sales and purchases, could ude t eaétdrtr nal burden that SEC ule 150§) | 22 does not
the financial |ns Itution %dealer that would be placed on corporate credit vide as accurate an assessment of
FOI"[ ereas%ni Stated ahove, t Fnl()nSW 056 ransactions are so P|5 for firms that transact business in
Department |eves such treatment is Hed IS unnecessary for the protection overnment securities (afone orin
|na Pro riate and AJ necessary In the of the natural person credit union |nat|on with exempted s currtres
Ict terest and therefore is |nv stors. an’go C-rel ate(? commodi
osrn teexemPtron in this seftron eexemﬁtron IS avarI%bIe onIX on mteress as the FRBNY guid ern/e
nan |aI|nst|tu long whose on¥ the conditio ttiat th% Ih It unio metho 00 X rrencehas sh wn it
}ransactlons However, frhc dePosr ory nstitutions, Inc udrngc edit assumes that the SEC ?] adopt man
Inancial institution cojld egarded unions. of |ts recent bro el m0d|f|cat|0n 0
Sheole ernment securitie C. Part402. Financial Responsibility ~ Rule 15¢3- 0 cePnrnp repurch ase an

eement deficits.22

q ein eme tone, t eexem tion
drnég companies

ble only on the condition that The capital adequacy rulg of these reverse repurc ase aﬁi

a
Banks and bank ho
t?te¥ ancial institution alt_%%est% Ieon(r) I;(/]| grorfoseqp regulatrons e¥fectrveyv;§uld that ar sub ank e ervrso N ne

currently unrequlate
\évsltPatrt 4585th t ere %Ire tjons |cﬁ 88Vf nment SeCUfltlesythOEe S gn Fed era es rve darg, .0m tro ero
re anplicable to inarttlal InSgtutions calers. | The l9enera rule, based oh the ~ the CU”E”CV nd Federal Deposit
% é)[% not government securitie capital adequac g[“ e|ne [nsuran 0rp0rat|0n are, In eneral
rokers or d&alers. This section a?so recommended by the FRBNY 21 is thata  re it to maintain a ratio of primar
exempls, as f rvrse financial 8ovTrnment S(?CUFIIIG ro erSO[ capital to total aSSFtS 01;55 percent a ?
mstrtBtJonsw ose only government ealer’s liquid capital shal| egua or a mrmtrm ratio of tota caPrta to tota
ecurities dealer aetrthr%s areina exceed 12 Perce tof total haircuts, the  assets of 0.0 percent.24 Thrift
? iduciary capacity, an exempti measure of risk of a government |nst|tut|on dmsuredb the Federal
rov| e {5 BANKY in Sectio ?W 44) 0 s Hrrtres bro elrso dealer’s securities avrngF L-oan Ing rance orporation
he gtegcs BST financings. or the Fedleral Detfosrt nsurance
A inancial instjtution engaging in A £ se t|o of the CorPoratron area?]o subject to
more trr(] tional dealer actl %Pes such roposed rule woul rLe fect exelatpt minimum net-worth requirements.28
urcﬁasrn orseﬁrn ot oV rnm nt securjties lﬁgrs an It is the un erst %rnﬁo the
%o ernment securities, e rrncrpal “ eaerf Pat are |rect| ect tothe  Department tha k capital
rto customers artici a ”ﬂ inaselling capita re?urrem?ntso ano requirements, w |c are des ned for
grouP Qr underw |t|n oyernment g ropriate re ﬁto% gencR/ rom tn ot eraﬁurpose when ap Rre t0a.
itles, car%rn aler inventory ul ements this | onsequently, Horm mix 0 gsovern 8 tsecurrtres
9uotrng§1 etrn o ernment gov?rnmen curr}res rokers and . %er ctivities, would be srgnr ficantly
secu Ities vertrsrn% as a galers w Ig are mancd nstitutions er tha nt 0se proposed to b
governmer]]t ecurities gealer, or or registered brokers or dealers are not re uired of registered government
therwise d|n iself out as a subjec to the ca ital Be%urremﬁnts of securities brokers and dealers. Recent(!y
overnmegtbsec |t|es dealer would not thrs ruerfthe re subject to t %capltal t et[treeb nk regulatory agencies an
ecovee UIrement nt |ne n the ot teBanko?E [and publ |3|£1]ed for
hﬁ sectron exempts Flp ro nai(e era re uator)<l omment aseH Ita
cor orﬁte credrtunron r IS exemption a OIdS the ?rame orEE 05 em? risk-base
enera dect t0 exexgrnanonb the OS|t|0 ona eqﬁrate %U |ated capital ratio has been pro at the
atlona it Unign Adminis dtles 0 Pdptentralyco licting, and esent time, howevyer, anﬁt ere ma
rom section ?I b ensome Tequlations.in the rso e some mod|¥|ca’[|on3 to th
nd ?] Act an terelg at Inancia r%S£onsrb| It area Jtis noted ased capital stryc ture Accor |n
therey er| elron overnment OW?Ve[ tth gronmq 1S 100 earlv to ma ment a Yot e
securitles dea I activitres are tne valla F'EO subsidiarie ? ates.of  effect o? the new rop£3e8 risk-hased
UI’C se OI’S e su ect to resalg or Inancial institutions or of registerea? capital requir ments on. agovernment
L T
activities exem éed oy Part 401, th%ssttr&%tqatnuirsa 'aﬁ‘tﬁte”s%re%'nté* Ps'?t%tcgugnot%f)ﬁrrn nt Department will monitor this stuationd
meCmBp?{tgt?ecgredttuun[togﬁs\é/ohos%sed of Ss%r/lklltitso ome co oatece? ians are 88 Section 240.15¢3-1.
han elease No. 34-23802, 51FR
natura(i eIS0[s, pro |Aeava %ble ”etghlenf edu%' Iy chartl P‘{r{l‘g[ﬁfargrr%%” lrsureg. 328@5 %15;5

epurchase a reeme ts IR 0 Inpra tICE the 6&0 e b nsurance or ora

Vin
examrnes aI ate re tunrons gar
g g&nlwﬁgrt] SsescglreléugsndT Srcc r ;%e';at? 81The Federa yYork 86Seen e ofthe Com pirg ler of the

S G
securities subject to repurchase an gea Ir?tresD alae%f?/t 51 rUS Coetren grlljére)éral égg‘rve gg'rt %‘ttétanu p%rfggg;

service to such mempbers and 0t er
naturglrnerson Ccﬁht uarons ty tron acrtt m%ﬁare suI rgtcrat(r)on lt? (?\?e?ﬁgrzﬁhr%r% eserp\}r)e %@ a&?:é}?g
FrOVI hg secured fiquial lt ough g g; fe certarnrue ar'ﬁ r% ations.  {Com tro ero urrenc eraI-
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and will continue to evaluate the ontr cts, mutexceed measured risk Res?rve %mrements for Brokers and
fmanmal Instjtution exemption in the total haircuts) by at least 20 Frcent Deaers Exhibit A to Ruel €3-3 ?
g to an ohanged financial institution Incompansonto Rule 1}5] the may | n? e appropriate in all cas s or
/Rll | redujremen ? gro 0sed rale eliminate f) eed to. specialized firms. The activities of
t ouo It 1s unclear whether the etermine %ggre ate Indebtedness. 8overnment securities rokers and
thnftmst tution cap|tal requirem nts However, the'De artment recognizes ealers mah/ é;ener te very little
ouI a%o exceeqt 0se required ynder tha some over ecur|t|es ealers %%regatel ebte nesso aﬂgregate
part orathrltlnstltun n (and not a broke sma |rc it Ttems, ConsegueH %/
su 5| 1lary or affiljate) that was a ca cu atlo s of ro ose E epartm nt eliev 5 a éhe dlrectdlnk
overnment securitles hroker rde ler, opsiae t|o was |ven to eween Iquid capital and measure
e Department ejevest at few, | any, |0 ln re |stere 0Vg [n I’IS o the proposed rale serves better to
thrift institutions will n? e exempt securm okersa rs the option  focys EI1 overnmentsecuwtlesbrokers
under Part 401, Since all financia of meetln theﬁ %uwementso Rule o eaa saitentl n on the amount of
Hstltunons re c|oselg sugerwsed and rafher than the re mrements Iquid capital needed in order to
te|rcap|tatJ evels recelve the close, contame in the progose lhu unEertakepradentlallyaglven level of
attention of t elrsu erviso) [yagenues the reasons %ta] low, t
an exemption from the capi Department believes that orptlon IS Comganson to the FRBNY Guideline.
ujrements [E)e||n \})ropose in these ma RI’O riate fOI' entities t ansactlng[ osed rul |Ler5 in }WO
ulafions is beligved Warranted. The d$0|e| lnegsovernmentand her rm el vays, which dre e ated, fr fo
artments ecifically requests eXEmlP SEC Il]eF ?NYsca Ital a %u HUI eline.
co ments with respec tot e thrift %fmSWW out% road ange of tion of I|gU| % as been
Institution pexemp ption, an Rartlcularl diversitied adPUV'HES ut rather modie ,and one ategor@ haircut
e%ests factual in orrBa} concernifg concentrate 'Qt adovernment | has been'eliminated.
th |n3t|tut|ons that |eve that un SeC rltles market, f e haircut calculation The FRBNY defme Uld canital to
the proposed re Uano he are Propose r#elsha Qre accurate be net cap ital eore CUtS OR
%%\t/e&rementtusrelcep“aerst Tokert of dealers caﬁcu*aﬁ(?ns”g tf]eagEtCeraferUt [s:ecun)t(lef /f\)smoné ne3 R 0 of ECh
Goverrjment se urltles rokers that 1 [ ratlo reguiremento theg%o osed o NS wit

two a éustm nts-—emission

come within the definition o (ﬁﬁltal to risk, is a

roprictary charges on commodities
overnment 5ﬁcur|t|ets m}ert e FI oncep and more appropriate to these Elmg 3600§yandt e de uct|on ?orreverse
fhe rgrsu?rreen?enogvg?ao Foson s ﬂ]e haircut factors of the proposed el %emen P
fo the funicipa ﬁsecu tigs brokers Concitons & d%‘lrlet%gnrer\pged as ket De AUCUO e LSQ[?T‘%?“ e
tro f rueot% I % e 1503-| Hather Holts Eequwed Becauset eFFHBNYlnciuded
han eca it e 0 oINS Sran orward

A ongtigns change. This not only quired eganse Ine
proposeq regulations, [ ¢ b artment s E éalsz Ve plying fo net os|t|ons posifions an T fo et

consjdering whet erth|s or ahoth Lpe ex osure to counterparties. T
FU G, B e
| it
than dealers, and welcomes comments %”%55 flerent sectors. Consequently, Em s 1h the

alrcutfactors are propose ethodglogy,
an ggestlons on t |Sbe0e?ttect|ve al morecurrentrslcﬂleasﬂre entth alrcutson%utures and forwar

the
Ital rale wi ositions are included in the calculation

25 19 7 bxcept thal. for 2 three mont pEC factors, which are not desig gred B otal harauts
erio tne | kre |stere3 overnm%t 2 Pronose ha|¥cut9neth<}aolo The roggsed rule however, does not
eurites br eh ers wil owaesamore courate sys o om|tt uction OF Leyerse
[equre on){ 0 have an mamta%n ﬁo”& nizing the re ced risk 0 replrcased reementdF ICits because
Lg % So%re educt flon ot any { osm hs than the ik 5 eqrmde ing, |tdoes not

Ircuts) 0T 93 dexce% at the ilh met?] Enc msome cases is Inciu custom 85Uf haircut.”
minimu or|r] roducing brokers will be  ers ene Us and In other casas Jess Rather the De artmep ecided to
$5,000. This delay Is necessar to give. energ s fhan {e proposed rafe A?so retain the SEC capital charge for
F re istrants an o pogt# to utin - fhe’inclusion of financings, main| nsecured receiv bes 3%I some cases,
BTceIt g systems nedeg h | %'TCUt repurchase an reverse? Urchate the FRBNY inclu I Rot the SE

ulatior's require i t erEW agreements, into the total Rawcut capital char roe anc g alrcutfor
att € same tlme re % ng.such firms to calculation in the proposed rale s a unsecured receivables. In orderto kee
aVe Some cushion of capital to protect reco nition of the importance of a ma or the concept of Jiquid capital closg to the

2 Sectlon 4022, While many of the ];|enc% %H?O'F]e(t:hgg(%ue in the market an SEC concept of tentative net capital, the8

basic concepts underlying the proposed | Brim repurchase and
everse repurchase agreements can 888ect|0n 0.15c3-3a. Under SEC rules,
{aéesaggtshﬁj%”]%ggﬁ %ﬁ% o %Isneeddrwle serve }oo tset the ris i he position ilﬁ tem(ﬁ) oss tmc@f)no e e than 15
5 allored for participants n the e AN, | vequirements t hich m”]:u o s alrcuts%nén othe
Quernment SECUTIes market. The basi g ] dFdUCt'OHS r m“] ceerselecting e,
gtan rdsetout onased I Ie ag regate indebtedness or a grelgate fernative net capital re e é le 5§3|
?a ecaolﬂta\ é ﬁegqg%eeuua It tems as computed In accordance  netca |ta£must e e ﬁlt?tgr%gl 0 00or 7
Re o concg toften ¥tive net cgpltai with the Formula for Determination of§ ~ percento g W e o e ectof
W|th one molelcatlon or futures Increas gt ¢ d Ouﬂtof oker- iy
Fipmaotmattne Bl i
37 Section 240.15¢3-HaM). Broker eaerun(?e/rseg tlonq% 80 Section 240.15¢3-1(c (|v)(B)
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chojce was made to retain all SEC to the Rroduct of a concentration of wcluded m Pe Treasury market risk

caortal charges and de uctronls used to credrt atrc%t actoro 25 ercené and aircut calculation.-3

oe mine tentatjve net capita cept the amount et credi For osrtrons in mst ents and

ort ec ar related to * ommo |t|e exposure toasrngeco Hterpart |s in mventr ot eSCf‘JJ nf)ove such as

P sron mte o 0sed ru eXcess 0L45Q)erc nt 5 gven ent most ufoBon san teorergn currency,

0 bot rcuts and capr ar es on securrt ealer’ q[w EE arrcut factors an

unsecure recervat%ehs (c capital’ N tcre |t ex osure s ollar met (? ﬁuse Tafte calculation
mew ount o t e ot er Securities halrc t”

exposure haircut of t unds or s curlthes t risk to |s ca

|A inated. Commenter are Inyited to t ePovernmentsec ritles broker Of’ esum of t eTreasur market ris

g ress the decision to retain the er In th eeventf e counterpar ry aircut an th ersecurrtres aircut
eductions for uns cured recervab es efaults less the do ﬁr amount at risk to Ee mar etrrs?< haircut.

NnQ reverse re UrC ase a I’eement t eC0unter af‘tﬁ mt e ev ntt )TreasuryMar etR|Sk Ha|rcut %
eficits and co se uent| notto cIude %Iovernm(e e rJties pro er or dealer (A Introduction. The Treasur market

t eCUStome eX 0 re a|rCUt ere tO ea eI’EIE rs hawcutmet 0 00 0 t e.

FRBNY Igo idlel ne Propose tr concentratron ofcredrt aircut for DIOpOSEd raequantrfrg rrsk by placing
ocla les that t ed duction oraﬁed ex osuret the government securities — &i|" Sositions mtoo e oftwelve

all to Flrvercontracts Is based on t Ker or ealers rmcrpa earrn9 cat orjes and-a rfmg tY‘{reedlfferem

haircut factors of this proposed rule. at?hgs ororln aring broker(s). iyp % alrcut net posttion
SEC ?urchaseAgreFmentPro osal. credit vo tIt}f alrcut 1s hyourcutfactors set Iﬂa}lrcutfactors

The recer| SEC proposals wit res%ect assessed on h Jud ity money market 504 73 hedain saIIowance harrcut

to reP ase agree ents% reverse mstrumentsw ich'are not U.S. ?acto —to grtrons roue in the

gt at gom enters re Lorwar ”St ereon A credit mstrumentE offset harrcut factors the
mvrte t address. Sp e}crfrcaly are the aircut vo at| actor set at (.1 |m erfection inherent in an
Pro osed Increase In the capital charge ge %ent%0015 is applied to the ah er Al therg g rrce
everse repurchase aoreement ross Jo %Posr ion or ross S qrt h tﬂat%ate ory: &1?]

e|c|t and the new ca %al charge for Eosrtro In thest Instruments to 0.8 ovryan b arrcutgfa tors H erts

repurchase agr ICi Ré SJ I\?Itgrtkhelts F%rrselg(!‘otSVOoarUHos%fCUt n}fterentl %eg s cross ca gt In

ﬁm rIate%rt]sescu(:rlljtftdesther)(l)kB % overnment S?CUVA“eS aré Swea (0 ng Itfart]urt'eea{m gf)telgﬂgrr]soc tu%ﬂg
b o A rfgre ?ugmrettte DM e i e e et e

Also. 5 1t abpro
capital T (n & {as 0N SIAHAF 10 the. instruments, that meet t factor of 20 percent
S [oposagl) ) an increase In required  definition o Treasur{ market risk de§€CtI0n4 22ﬁ ggOfthepfOROS%d rale

ca |ta whena overnment securitles instrument” in.§ 402.2(e). a Treasur ines the twelve. categories in whi
%er receives pﬂm connection m[ket rs harrcuérs glculateg Kese reasury marketrtskm truments are
with a reverse repurc ?e]a reementin  dollar-denominated- instruments are R]ace in rﬂerto cal uI?te the Treasury
excess ?f105 ercent of the tonfract most government securities, zero coupon  Market, risk haiycut The first ten
value of the 61 reement, o[]s houl rece tsorcertrfrcates based ob categorres aredeflned mtermsof
rovisigns.relati dt%tos 2XCess” marketable re?sur noteds or bonds, Ferl dsof time, either to maturrtY of the
argin emc e 403.4 of the short term certificates o ei)osrt nstrumentor(tjo the next scheduled
ErOP sed rule, relating to tt)ossessmn or  bankers acceﬁtances and h Ig ﬂualrt mterest rate a AUSI entin thec s¢ of:
on ro ofcustomers curr jes? ?hort term commercial Ra E ture those nst]rume ts wnose raft ange
acu tlon ofRisk f\( orwards and options on the ahove periodically. The last two ot these ten
? uantrfrest errs to the mstruments ar] on time deposits whose catel%orres aref r zero-coupon
|osog Frnmentsecurrtres changes mfv arecose correlated” InstrUments wit terms to maturity of
rokers Frs acco ol]rn toa . wrtp %ert fcateso Jeposit are ‘ten years or more. Shorter-term &ero
serreso rcut actors. 0 major int (JE nition.3 gttons on cou on mstruments are Included in the
Eg t at are measured are utures on the de tms}(rume t$ listed ol F %tcate orjes accorging to
cr market risk. T e Su are also Treasury mar e ris fere ttrme eriod criteria than for
icre It rls rcut the mar et (PS ryments. Exc¥u ed romt g conventflon Oupon securities, The
risk haircut, el%u? arrcuts or efinition are mortqa ac o eason. ort is 1S the reatterPrrce
measured ris arrz]us re then oover mentseﬁurtt?sg E notpass  Volatility ot zero- cou on instruments

eron gro t an conventional co

of the same m turtt efongnst[uments

€ 1ina

com red to liquid capital to determine  th 10 each securit
car e”a}%aﬁ §en IX t0 t? rata%srsadtstrﬁ)utrox ased on't

ers exa cale ores are for fixed-ra
B alcu atrono ewrtal aofequ Cy under mr‘ff‘c. gl d”f%'tésreast oft) t?t%atflr%%ﬁ %(tuqsta!)erate mortrgeag Eagﬁe

POSG ru Eoo of mort ecolla}eral less feesyand securities that are T asury mar et risk

drthsk The credrt risk XDENSES. 8 ? r overnment Instruments. These cate orres ar t
arr ut Risth resumo two haircuts securities that are ¢ te?alrzeg same as those in the FRBN guideline.
usea to uantroycre It risk—a mortga eoblrgatrons real estate Section 40225%2) ?hows the schedule
conentration fcredit halfCUt anda  mortgage investment copdurts and ?f tposrtlron fset haircut factors
credit volatil Ityparrcut stripped mortgage In obligations are not  for the twelve categories. Section
concentration of credit harrcut is equal

%Thexo}g%e risk harrcu ca|cu§a |02n i®foundin 88These se urities are m@%ed in tf}e total

?)Zf’ila'fgE iy Agé%elease\l\/o$4 AL S Appenc ticul rr)od%l?arf te res are ncI ded in J&%ts%? f] t"’“réjsbn dS At actors.
&Seeg4022( )(%ofthe proposed rale. thede Ratfolr%uo?'f‘relrftsurymetrllgefJ r?sk |rns|trurlrjtentI saSss €02.2a(l oft?teproposed rale.
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4022&1 ashows the c teoor alr SchedulesAthroughEsrmrlarto , H egative numtfers The final four
isallowance haircu ctors those rg the quideline, are presented m Fcuts are always positive or zero.

and Indicates those catego ﬁ Palrs or en ix A'to.the rule an ftn he used Net Immedidte Position Interim
whrch ﬁduct on In tota arfc ts IS to culate he”;cuts and the liquid Haircuts and Gover mensOffseA
allowed t rou% recoonrtron of the oaprrta to total haircut ratio.38 Portion Haircut40 The net immediate
Fe uctron In risk due o cross category fe haircut factors have been updated Posrtron Interim haircuts, which are used
edging.37 to re lect recent market cond trons n the det}ermrnatron of the residual net
while retaining the same twelve haircut  position haircut, and the governments

37 The net. ﬁ?s't'of] halrcutfactO\' e ba based on catedorres as mt eFRBNY iurdelrne for offset portion harrcut are calculated, for
d

th mar etrr crtn e V0 secuTity positions. The Department each category by applying net position
fle tgcaane ega{plgle% esensmtytgftpﬂces tentatl e? fans to revred) these haircut  and of?segha)(rcdt tggtdrsg rm?nedrate
ecurl and](tlne [eve ¥\$/ (5

Sgtr raping of  1aCtors atsrx month intervals and plans Posrtrons mTrea?ur mar et risk
bad]< seg

sefurrées excePt for mortgage- urities; is to change tgem with apHropr ate notice It umentsa ncrng
reaeI dtv mallity. - db e bser warranted b chan ed mar et %ross onﬂ gdrosss ort} rmmedrate
weodn! we[k ﬁan 3 easl) dé Benctmark conditions. AlSo, th ema ﬂrnrrrno 7ero- E)osrtro or ea\ tegor Is the sum of

coupon Instruments |ntot aturit e market values of éac short
%ﬁ?d}'%'”eﬁh&?esan {S%sﬁgt'?ﬁé”s‘étﬁé‘sfor catd;qorres May change. Gommenterd are  Immedlate position I o ymarldet
2610-C0) Evonrnstru 61l bzt donlre rg InvI dto address thrs aspect of the risk instruments that are #aced In the
purie aegeg;ﬂ gg’eol Caﬁtetwag pories. prgposa category and the value of financings that
o ech oy Ao ﬁ Gommenters are also asked to rovide securities (cash) .to the
aﬁgroxr grce gecteda weeklmerd address whether the calculattron of risk overnment Securi res roker or dealer.
chenges. Fr 8"5 a0e Eac ddX sourites, voladliy Wdt restge%thtoo tronsdandI t+tthres Isthe T and s orltrmme ratte posrtrtons in
adequa ed rule follows re sury market risk instruments a
C"mpare it ey o iy ERENY cuideline in this arca, hutthe — the net ong or snort oStion in Such an

g easure price volatilit mt enorl(mortgraﬂ Department ecognrzest atamor Instrument-as of the trade date gas long
baecree[rge?f\?g tZesoate oris oFPeCs rgrfli%ri] so histicate ttrte tment 1S ? bke th asthe trmte ettween trlade datﬁ
However, a better measure 0 rrs Inthis  settlement date is not longer than fjve
e U”B'Ff it Igsatgoﬂest area would substantra? complicae the busrnesda sor 0 cal entar days |n the
matur tusa]lgtont:E onstan maturrtk//serres caI ulation for government securities ase o mor acked securiti es
Was ugrglt In Q?r RYIRE earﬁl?r@oes Al de bro ers atnd erst nis mctrease Also, certartnn tlond arlrd ds OIortvlvhen
complexity does n ppearo be rssued1 osjtions are nclyded as lon
e ?0 bl e | %ea"el;'%gee%mateﬂ%éara” fies commens(rate Wit the resy trnlg and snart mmed late positions in J
erearethreeonﬂrn rssp rn]atg B dw’e ¥ear Increase in the accuracy of the risk Treasur¥ market rrs mstruments With
atawergo (3 ort Maty measurement. res ect 1o these wh en rssue positions
Vrrvr%terlrjtsesv?errtehe eatocc%teaon s ergrclogo Calculation of the Treasury reasur}/ notes and bonds,
P ILES WEre MApRes yio.co o Market Risk Haircut.39*The three commentesare requested to address
cgﬂcord atas%cnlsf Iy ias o et ddzaagﬁosrng uapvddae r&arfrcut {actors aretd]sed to oalculatte four whtetherlt r%ruesht éj gecrfrca set
erent haircuts overnments out a.va ua ion metho o for such
tgg}fgmggts h adﬁd‘wjrce ataf?]”em opon dset porfjon haifout [I]he futuresand  positions etweerLaPnoun iment and
recom “ﬁe e A the eld F ?Ps offset harrout t ehedgrrn ﬁuc lon date, 1.., before a coupon rate
e ecrDe oreaﬁw allowance haircut ﬁnd theres)dual as been set on the Treasury note or
net posjtion haircut. The sum of these bond, and to suggest an appropriate

Cate \té&%gg %acel’gate e Ol |na E‘gﬁd marl
four haircyts 1s the dollar measure of methodology if One is considered
cor rtlénnl)'HL(tﬁ red%ent%plarn npo(srtron mar etnst caotured e Froncuy necaseany

arva 90 potentra

eresultrsthe ca?cuft s r]out Irlwt rcess 0 o%td/narac d]e%S excludi

ating the haircut ernterrm supordinated gebt, ar chugded in the
gtfst ﬁc}lt,%“ﬁ{S f°rena§ehe aley I{Yaﬁﬁh haircuts K ecaicu?te rogs. fong and gross s ort immegiate
esetto e Benc mr secun hnterrm haircuts |ket e |naI our ositions. The dominant ormso
h thetich seou wit amaurr aircuts uised to determing the Treasury nancrﬂg int egovernme ar et_are
Innlngﬂglnto { em market risk haircut, may be positive or se agreéments, which proyide
o IS pehnce | “C' 'S 'V'd s to government securities hrokers
the éla ICI¥ the eno SEC OW IC g
Constant 01 ive percet Y o ey movement rnx}elds rnone cateqr e¥d0 not and dealérs, an []GVEI’SQ epurchase
OI‘C an ane the IE curvean 0I’ COI‘I’ES 0N ovem Sinan rgwas al reement WhIC pr0V| g Securities.
ecurrtre attr the he net po! ?IIIO ttﬂ ercentwasa Securiti es endmg and borrowm re
orrowing or Sending is

ircut factor red e nombsr cadlated  rofegtine eretrons nherent 1 any hecge The
Ahove i is the 0 sett?arrcut actor?ortﬁecategory resuﬁsrrvererp noed and g1 Wed ﬁ)reeclasses Included if such

Ee N across maturity classes canrduce total gete“mme by epercento ge eing In effect secured br cash. Collateral.
ris % % |stanoe gt nmaturrt c Frnancrn s are Incfuded in eac
Incee F owever errs assoclate wrt te %ScétedKIeSAthrou h E are inc ud di cate or at contract value and
varra t}/ the yield ﬁurvernoreases Thus In the 0 the pro ose |ta ru 482b2a acco g t0 the term f0 maturit ortrme
calculation of risk, the haircut on a pet long position necessarr e urre m hatwoul
Pr He maturi cate%%gl 08S.1ot qffset qrie for one use in, com halr s u ra 34 to th enext scheduled IPIGFGSH
te arrcu a et rt i)srtron In another o[?]nvgg(e ecom utatrono harrcuts adjustment. The underlying securities
cae wance hajreuf factor ar esr nate amini %au hority may, aré not relevantto the Iacement of the
ete mn S er ento ett at IS not Its drscretron re uire agnerence %otern ent financina in a cateqory. Reverse
1W tors W S1e oo at %rrtres lfro rord aler t e schetluls orfo Hg

(5“ )[ ose werederrv by stantially similar orms epa] {r repurcndse agree ents and ot er
eamrn cor a ons eween e re uestsri ents on the uill Sy these formsand ~ arrangements to borrow securitjes
changes I Iesregtr nr%tlemtnfx ﬁ ﬁ SAH@“J‘ a aétlf ar invites suggestions for improving against cash collateral are considered
etwoc (\?orrds are sufficient efate endix A to.this preamble for a detailed

0 compute the factor, the amou tV\blyW?t B Tt exampﬁe apdtrs oa>icu [ation. P 40 See §§4Q2.2a(a) (1), (2) of the proposed rule.
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Ion% é)osrtrons (u/ |he repurchase 135 da s% owever for urE) %s of regate |nter|m hajr uts meafh
gg ents and other arrangements to ~ comb |g ese. haircut Wh the net e ft these resulting.
rrow funds are considered short rmme |ate posjtion |ntﬁr|m aircuts on set ?l cuts ora ecateé;forles is
pogitions r]tme Iate positions, the haircut IS thetota utures and options offset
Gross [ongcand ?ss short |mmed|ate Eace Int ematurlty cate%ow haircut.
?sm ns, Includin InanCIngs th at re  corresponding to the’sum o %% {Hr)HedgrngDrsallowance
aced In Categor gun erdb da remal mgt %to maturrty? the futures Ha|rcut|s4 T0 calculate hhese haircuts,
will not.contributé to the maturit

he calculﬁtr nof contract

esidual position Interim haircuts muyst’
total haircuts, since there IS no haircut under nt/m g Security. For xam ?e the B eterrﬁmeu t%r each category, It there

on_these positions. mterr harrﬁuton at ree-month’ are.no futures and optjons osr ions, th
The ap roi)rrate net position haircut  Treasury bill futures contract with fog residual position intérim haircut for eac
factor {s applied to the net osrtron onths emarnrng to eIrver on cate?,ow IS ecruahtot eaetrmgte |ate
gross lon os|t|o? Inus qross short Pace in Catelg Ont(f EOSI interim haircut described In the
osition) Ineach of the twelve ough the hai H etermrne by ection on the overnment offset portion
catege drres This determines the net the net position haircut factor for haircut. If tner Fa]re futures or 8ptrons
Immediate position interim haircut f %r Category B, positions, then the positive and negative
eac cate%?rg In orderto perform t As"a practical matter, this ?hrftrng of gr[;re ate interim haircuts ‘or each
hed grngc la |on etween categories ?turrt cafegories will usually be ry are summed fo calculate_the
esCribed the sign convention is  relevant only to futures and forward residual position interim haircut. This
that net |mme ate osﬂron Interim Contra s on short-term Instruments. It |nter|m harrcutmay be a positive or

haircuts on net | on% Eosrtrons are tO course, not be relevant to ne% Ive number.,

posrtrve and on net short positions, contracts on mortgage-backe e risk reduction inherent in hedges

ne% Ive sec rities. }ween categories where ﬁhe price
eof set harrcutfactor s 2 liegto | INe gy SSf tures gffOVW%fd interim o at|I|t¥ 3reasonably well correlated

p}e smaller of the gross long or gross arr(;u A ?UC oft 4 the val Is reflected b ne]ttrng the re%dual net

ort Immediate p %rtron I eac applics arrcut actor ana te va lue osrtron interim hajreuts in these

cafegory o create the governments he utucrles orﬁorward position which ate ow airs. Each time two residual
?ortron aireut. Since offset corres}uon $ 10 the current mar etP“CG termharrcuts re netted, a

0t such_contract. For example, afu ures
HE P E R R
Poreac R cateqory is the tot ontract on sk ggarva ue wou |s t?te total heggrng R e
ments oifket portronettarrcut Rro uce aV? 5,000, The interim reut,

( Futures and Options Offset aircuts on long futures and forward Sect|0n4022 20fther le shows
Haircut and Aggregate Interim ?re pos&tlve and on short futures an the categor gr) L{hnettlng is

aircuts.41 The catcul tron of offset orwards, negative, qFowed anl e 4 app icable hedgin
R on on fulres and foryard Gross Options Interim halroyts 43 are disallowance nairt ut actor or(ll e
contracts |sél ?erent from that on thetlesser %f %]) the marketjve% ue Oftt € cateaqom pairs. %c equ edE be used
Immediate positions. The harrcuts on otelr)rrrlnorqagr)cuteorr]ret Iemumn%elr ?n%(’csés'ﬁ“ to calculate the hedging sallonance
the%erctoerftr A afrucattse on jnstrument or oross lutures Interlm arrc disslowance haircus are

Hmedlat aircut on.t UtLIres frrst calou E1ate(? for s 13l positon

e positions and then these f tG ¥ Paircut
utures and forward haircut \on with  contract 5ross optio Im Naircuts  interim haircuts in those cateqory pairs
Larrcuts on op érons als0 cafcu atéd op v S\fﬁqe ﬁ%lﬂt@”mﬁ %fjt%rgn where the he |ng disallona ce%grrcut
separittgyads cribed below) are €0| calls and purchased uts are ctﬂr ssmal ‘ For eac suc
cnohadedui e ettt et fh i bl ety i
Eosrtronsb cateqory. ScheduIeDcan rC“tf]S ente ¢ category In the two_residual

n
sed for'th 56 olidatron phich hich t eunder?yrng instruntent would ter& aireute The ret ﬁs'h&q
B o e e s
P 3 ross short utgres ana rward ha'ﬁj“ts are compine wlmt ko OFt'O” Earrcuts IS cal?(t9 net rpsrduap 0sition

an
os%onsar determined by using the reuts  Interim harrcutan may be positive or
osrtron | alrcut Hactorst hat ot n e(iateg (1651 negative. yoep

utures and forw
e e e et
es o tot e term to maturit ﬂfthe escrr b a o to o rf srtrve and n Bresrduad 0sitio |nter||rguaz1rrcuts

Sl e B
erim haircuts. For this
as t ematurrt ot the uncer 5tﬂng iterim harcl e%uals t ﬁosrtrve Eur 0se, net resrgua | position Interim
al cuts as descrrbed ahove are

security. (In e case of a ca regate interim haircut, and the sym
setH ent contract, the term to maturity ng%aé%g\ee Interie matlerrcrlrjntsh% “ijts il
of the security or investment on which a ar er i 2 solute Vali of i

%he casdh slett ement |?r|ct IS ie gvlould OEP?I%gatIg t‘ﬁtefsﬁ]tgﬁeorfozfo grglggctrllt?te mrtoélunc]e l'c%réruc]ute71 tneattrvgglr ua?ttg to
e used.) For example, the applicable sition
haircut factor for futures conrtpacés on  Values ofthe positive and negatrvea Ierim haircUt of 2610 16 Iacgd in the
three-month Treasury bills would b oth cate ory O[course as pefore,

the
net position haircut orCategoryB&S th§*§0pose(§102|26 8)(3)(1)(A). 402.2a(2)(3)(iIKA) of suc nettr g is only permitted for certain

41 See §402.2a{a){3) of the proposed rule. the p?ggosgé %lza{a){a)(l){ ) 02 22(aK3N ) o

consr ered to be In th ecate or ofthe

44 See 1402.2a(a)(4} at the proposed rule.
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atelgory garrs Note that gacn time two
|nte haircuts are netted, the total
%d |saIIowance harrcut INGreases,
etota re |dua net position
arrf escrr ed below, decreases.
reroueL Al poseble hetting has beeh
maﬂestehed gegrgsal\(o ance harrcut
actors, the sam Eroce ure 1 applie
or arrcuts m cat gor%garrs with higher
(_1 Isal %\p irc ctors
n eaLgossr % net) residua posrtron
Interim haircuts een netted, then
?II the hehd ([;drsgllow nce haircuts
rom ea(c Q escribed above are
sum e éppluce the total edging
ua

Sa Offves Net' IE’osrtron Hirrcut *0

The hsolute values of the (net) residual

Eoshtron Interim haircuts remaining for
ch categor aftert eneétm riescrrbed
above are summed to pro uce the total

residual net positign
\S § curl |es af]rcut*6For
inve tor an securrtrest at are not
Treasur market risk mstruments tor the
Rur 0S¢ o[t eTreasur%mar etrisk
al cut aculatron, SEC haircut factors
are Ifa position In aTreasur)r]
h et risk mstrument |s part ofahedge
with an instrument that IS nota
Treasury mar et rrs mstrument it is

permrssr le to ex Usposrtron from
? [easur trrs alrcut
calculafion an mcat‘r de it Jn the other

secprrtres haircut calculation I suc
Inclusion serves to re ucet e ther
securities haircut. The va ue of the.
osition t ﬁn out of the Treasur

arket rrs arrcut calcu) atrona d
tp]ace [ ot ersecurrtres calculation

not be I’t ant e osition that
mewor

SE?BW.O%E‘X Hrawaﬂ Fedprtal *1

e proposed rule rovrdesf r minimum
Ith/ requir menﬁda
r0| sa ainst withdrawal of

ment securities
ers an

re urements Iar f re fect Eho posed

r%eeeum g o
art 403 Pr

ecurr les and

ctrono Customer
a ances

The Act requrres the Secretary to
pvromulgate rules to provide safe%uards

ith reSpect to “the acceptance of
custod ana use ofcusto ers, securities,
the carr Syrng and use of customers,
deposits or'credit balances, and the
transfer and control of government
securities subject to repurchase

48 See §402.2a(a}(5) of the proposed rule.
48 See | 402.2a(b) of the proposed rule.
87 See 8| 402.2 (0), (i) of the proposed rule.
80 Section 240.15¢3-1 (d), (e).

agreements and in similar
tansactrons 49
The SEC has tpromulgated a num?er (?
rules designed to protect customer funds
an securrtres held brh registered brokers
dealers. T p ar customer
rotectron ruIes a e Ru
dp (e 3req u res
rokersan eaers |mme |a arn
possession or control of all f %{ g
customersecurrtresa well as margin
securrtres In excess o a certain
pecr led amount. An important function
possessron or control requirement
|s to assure that such customer
SeC rrtres are maintained free of all liens
and encumbrances. The rule also
re(iurres that customers’ free credit
balances and certain other amounts
oeréq to customers are set Fsrde by a
ror eaerrnasecra gg e
account In addition ﬁ
provides that ?broker or de er may not
se customer free credit ba ances unless
the customer receives reg ar
statements |nd|cat|n%th amount owed
to the customer and notity mg
customer hat the funds Tare ot
se regate from funds of. the broker or
dealer and may be used in its business.
These rules have two primar
purposes to protect cus omer ssets |n
he event a firm requires liquidation an
% I%re\g ntunwar]ranted Xpansion o a
Ir usrnesst rough the use o
customer funds an se%urrtres The rules
1a}ve een viewed Z Casan
ective means of clistomer protection.
addrtr@%n mfz%na/ |stered rokers and
lers that effect tr

nsactrons in
M
sl o kel
rules mg tiaﬁ and h asc r?ug

moc? EC&EIUOSSS VV\\IIIIW tgre]OeSttYanOtrfectrve
fo provi eprotectron 0 CUSt mer assets

In the government securities market. As
a result, the Department pro oses asa
enera matter t0 require co ané:e
f (u e 15¢3-3 and certain, relate
rules. ertarn propos modifications to
these rules are described in the section-
by-section analysis of Part 403, With the
exceptron of certain propo ed
requirements for control of securities
su gect to hold-in-custody repurchase
?g ements, the modrfrcatrons provrde
angua e necessar o ply
rulgs |n the contex egovernment
securrtres market.
The De artment notes that Rule 15¢3-
3 estﬂ % es certaip time frames |n
which a broker or dealer must reduce

88 Section 15C(h)(1)(s) (15 U.S.C. 780-5(h)(I)(A)J.
% ietions 20 oy "o

securities to possession or control, such
as the requirement In paragraph (d)(2) to
take action on securities shown as
“failed to receive” more than 30
calendar days.5L Although responses to
inquiries by the Department did not
suggest any srgnrfrcant abuse, some of
thése time frames for buying in
securities to cover short |Is may be
longer than necessary, partrcularly In
the'Case of transactions in book-entry
securities, Comments are requested on
whether the time frames should be
shortened with respect to some or all
classes of secyrities. Commenters are
also requested to suggest any other
modifications to Rule"15¢3-3 not
included in the proposed rule that would
be appropriate In the context of the
government securities market.

The Department has also considered
whether it would be appropriate for the
rule governing bu?i Ins 10 cover
securities shortfalls to proyvide that a
broker or dealer may buy in a substitute
security, such as Tréasury bills of the
appropriate market value. The

epartment has nof adopted this
approach hecause it appears that if
could undermine the basic rationale of
the rule and because It raises at least
two problems. The most important one
Is that the bills or other substitute
securities would need to he viewed as
belon%mg to a specific customer whose
securitie$ position had not been covered
In order to accomplrsh customer
protectron in the event of liquidation of

he broker or dealer. The Department is
not certain this could be accomplished
|n these re%ulatrons Second, it would
ppear that a substitution sh?uld not be
pe mitted unless it 1s explicit
permitted utnderthe terms of the
agreement between the dealer or broker
and Its customer. If a right o
substitution IS agreed 10, then it would
not appear necessary to'include
additional Iangua([;e In the rule.

The Department also invites
comments on whether ‘reverse
repurchase surplus™—the amount by
which the market value of securities
purchased by a broker or dealer ina
repurchase fransaction exceeds the
funds transferred—should be considered
a credit item in the reserve calculation
under Exhibit A of Rule 15¢3-3.52 In its
recent proposal congerning repurchase
transactions,53 the SEC noted that

81 Section 240.15¢3-3(d)(2).
83 Section 240.15¢3-3a.

8 Exchange Act Release No. 34-23602,51FR
32858 (Sept. 15,1086).
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9150 3 ESﬁrve Comments re . SeC'[IO | Securi |es e e|V re to the purch Ser
urchaser’s,designated custo

reréueste on which treatment, | any, IS tec nical e§d| IC tI nsa IC&

or the |
appropia ﬁtf Degartnent s o ée gistere government s curtes Rn dlernaive a?ran%ﬁment S

ealers, the se ler, the buyer, and a art
Part 403 deasW| h aspects 0 keror%;]gﬁplﬂ stS}es that the M (usually 4 custodial bank) to ent rlntlo a

transactions In the government

se%urlt de%m ket at may also be inclu eslgovernment securmes brokers rlpartleagreeeh;gntt)l)r?r(r) reirthwehslgg tn%es
frectec oy oiher pron ol ilesthat g dea ol fines "1yl dtnat e e SUbject ot e urcHase
ave een publishe orcomment ). ~(d);Rule 15¢3-3 defines érypar reement for ffe benefit of

various agencies. The SRC'S recent securities, margmseeurrtjes an grtres The thlrg alternative i |s that the

Pro osed:amendments to rule 1503 excess margin sécurities™in terms of Eeller Fifie securities may retain

Mpose certain retlurrements with th er |rementso the accounts in . ? y

respect to securities,that are the subject .W |c ey must be carried, as set out in. CO”UO of, the SGCUFI es, and earmark
of epurchase transactions.84 On : re ulation T o?t he. Board of Gavernors %m on ifs'own; f00 s as securrtres
Nov mber? theTreasury , 0 eFe eral Reserve S stem More  SU heCt to:a specific répurc ase- h
ublished for public comment a revise genera e]fmrtrons are| ere tr? saction. Und ? ﬁ arrangement, the
ecauset eprovrsrons o Re uatronT cf erus%all wil

ropose rulegovernm thetransfero also mstrHct Its
nterest in.Tre

U k-entr are not alw licab eto ment earing, bank to segregate t e securities
SecUrTties., 88Fmaﬁé on Decemiber 16, securrtres The 3§ Initions setg ort ere SUbAeCFtO repurchase ?rom the securities
?t e Board of Governors of the are mten to escrr ecommoFY Int edealersriearmg accounﬁ

Fe eraIReserveS ?tem g lished for understoo meaning so the terms "fully ~ However, the clearing bank wjll not
commenta(pﬁ ?osa torct]u ayment gar securities,” mar in securrtres necessarily be a |sed ot the |dent|ty of
3 sﬁem rs arises in conn ct _ excess mar nse urities,” without ~ the buyer. ofs eor IC repo, Securities,
with, among other f mgs transactrons in ref eren%e to the specific accounts In the se ur*tres [bes ectonIY tot
book-entr securrtres85¥3ommenters are  which the securities may be cehrrrd control of the seller and fts clearing

sked to give artlrﬁrl r consideration to omments are requested on whether in  bank.
em eractro ofa t ese tprrorrt)o%a? over?ment securities market, 140 Experience overtthe ast' severat years
t) ropoe rules set fo ﬁow 8e[ ent of a customer’s fotal deb has indicated that this asttrﬁ
othP rt40 andP art 450, whic alances Is t eapﬁro riate cut-o re urchase trans; cﬁr n, com (?
ntamteru es applicable 50 custody  Dbetween margna xcess ar in eerre t0 as in custody’™or
securrtres Under the SEC ra s etter” repurchase agreement

overnment secur] t| F g

cu fnfa mstrtutrons |stered broker or (1|$a er |s erm tted representst ﬁreate otential fo]rloss
ssectrér rovides reat securities with a mar etv Heo onth eFarto t e]

tre |stere rokers and eaers pto 140 gercento acustomeB Sec“”ﬁ es urchﬁse remain nht

ctr transactrons In overnrent aance? H]a rlgrp nsgrcrlcjrrni%leth ecause ontro iese er. Man of

e mves 0rs Sinc

securrtr ust com g esde-|,  ord marrg/ Fpurc ase mvestorst atexp errence significant
wr 15¢3-  ofsuchs Tc rifies will th losses In tBe farlure3 } ogovernment
mo ||e ow The ercent of their market value, Wit se urltres ealers sler &
mo ||cat|ons %%S etar[m espect to overnmentsecurrtrs cuman n dr ‘M.
connection with §4 gre ate Prrmarrly en |n at hr%her oan to market value o ernment lh”‘ tf ESM™),
ad entered into in cust
fES as eCIfIC re urchase Jransactronswrt f Bse

fo repurchase an reve Se re ﬁhase ra
g nsactions, and are hased on t dtiarfagraphbrovr
Csre ent p r osal mthrs area, noted raefo control of Securifies supjecttoa  ep |t|es and it.is the investor [0sses in

OVE ents tOt e SRC ru es repurchase agreement. Repurc
u stantra[r simjlar to t o e in the ageeeme fs r%arefentasu st?rﬁraﬁ %Qﬁ%eagéggg t)hathprovrded the Impetus
4 34mo |cat|ons re o ted prior rtion of the daily activit the Same time, as is. recognized in
trono the TR e overnment securtre? ma etian the fe K SaS pie, 8 B (f.S
ru es,,t e r(} e]tmtends to revis rovide asrqulcant ingncial and cash requiring actual deli very of ali
ltop rvr e that compliance wit mana%emen tool for both |nvestors and
t e S C rU|€ COHStltUteS compliance government securities dealers.5) The I%artles toare urchasfe trﬁnsactron ma
tni
ég&mns 4032 and 4033 These 8012 CFR Part 220. o ero? W scollhn eorrhtfe Eg%ﬁaﬂlgé IHow
sections provide that every registered m]éaurchase reement |satransac on in the artrgstoatr ety wq e reee toaste
whrc the owner o ur|t| S agrees to se\th sellér and buyer for easg of reference, The use of
anoth era re urcF se thel onas ecl |e

ate these terms coes not reflect eﬁrmmatron on the
atas r|e ouaq hetr a%trons rt of the Deé)artment at for all purposes and in
s contexts répurchase transactions must b®
g/ caracé |rrzed s sales and repurc ases and not as
a secured loan. secured foans.

50 ibid.
8851JFR43027 Nov. 28,1083 enera are ocumented as the sal
. 8651 FR 45048 EDec 18,1836 } ge urc fSeC rrrrlteres econom%ca?
§7-Sections 24Q.8¢-1, .15¢2-1, .15¢3-2, 15¢3-3, tr nsactlon as characteristics o
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Is]ecurmes su Jectt reFurch se could control ofsecurltles sub ect to hold in time '%rrowde adeqwﬁte r%rotecnon for the

aves s ant detrimental Impact on  custod Purc ase agr ement %4 sma investors not fully
Rellqm |t)éofthemarket For example ust r|o to the enacémento the understand the ortJeratmn Ig %ctlﬁes of
e Senate ommltteeReP P T amen Tntsto thelr dealer/counterparties
Hdlcates that the Committee concluded severa of |tsfna clal resB?nm ity therefore cannot make a re Bona?le
ata hysmal delivery requirement for an cstomer rotectlonr es that assessment of the risks and benefits of a
overmF repurchase %greements in ld deal ex W|th secur|t|§ given transaction.
securifies %uarantee l SU tor urc a a reements The Department en%rilll ge}es with
Government National Mortgage art proposed SEC rule . the SEC a Broach nd beligves that, If
Association {*GNMA”) mighthave ener WOU dr re OSSGSSIO or cer ain re Jements ar e ?
adverse Consequences on the efficiency ntro secunt that are the subject  sophisticated investor should still be
and ||(iu| ity of th e%ov rnmenk 0 In custo Zreipurc ase able to enter into hold In.cus od%
B P o cal ag;ggmgms A et oo of B“é&“?ééutrr&{‘e%aﬁ%““ﬁé?b%s'é rteh%ted
equirement would also be impractica
¥o(rqot[1er certlf?cated overnmg % 000,000 or greater, ossessmn or ta|| t|me The De %tment rhe
securities. With res ect 0, other contro '3? tre [] U””([l the.trading  agrees WI that for esmaller
repurchase agreements, the Co ect, of this exceplion isto ™ inyestor uII rotectlon must

mittee a?/
i securities that are the subject of
e, Bl we%e%fefqu'eee oy
physica Yelvery of the securiies toa 10 be com '”P th the dealer’s ow fepurchase Al e, Honlever. the.
cu tomeronlya¥tera etermination that secur|t|es Ml the da¥ and to be use artmentahasc 03N to vary Its
[ess expensive alternatives, such as {p faciltate d ewerleso seeurities 10 g osed ule fram, he SEC propgsal i
segreggtion of customers secur|t|es and ~ DIrd parfies [ necessary. Under the byo" signifcant respects notg
Proce ures for creditanalyss, an erpese g at Cr egmttesecegre'“essov\‘/v%”|d \%ove in the event e ”éfm% -
e i, SERRRSL e el oo,
that Such areqpm ent?s e i and c(e most repurc ase a reemensglve Qredsu etc ntem laies xernotin
stfS bIe ven the need 10 protect the 15, Gealer tnerignt {0 substiute reistered ea?ers {n b the
}au} |atyo A oVernant secur?tles (0 raeter%el the s urf]ttle% rtaat&%ten tT casuy rule 3 W{)I’ mng}t tthe SEC
market:8 The House Committee 0 resolve any variations In the two
Reyort ?2 states that reﬂumng fhe regur ase transaction may differ from  pjjes

sical franster of securitiesinvolved_~ OI0 88 o o securites Subjct First, the Department has raised the
i purcffase tran act ns would impair to term hoﬂ? H clistod T rehase” ?ruot Oft foélr%n?otnherccgo%es reg ie]xtlon
rT(;?rseetr(e?ge{%lr?ncan desgnany reelrgee I ﬁEp%%Srrtlme%tasce%wm?ns 1055 milion Cese o 5 and on
seeurl Ies, forrgartlcular?nvestgrs would ar et anc] se commentmg onﬁ1 thS OS||\§(§ dorns?ﬁneeBththe ra Sacfta{olﬂsres
e prevent fad go el o 3G proposal h fve urged that f tﬂe Department concﬂ edt atél
e LT o o LT
hold I cUsto y repurchas agreements resu% assure protection of all the

StItU ng atera dsenous reasona
S et e e B IS e
I Te assessment ofthe  committed to term re urchaa Yo amount cUt-oft to re fertot Sm%gregate

reasona
FIsko-aid bERetts of .gven transaction agreements during any one day may be contratpnce of all outstan
anEacare ful evalua(sm of the sgbstanUaL T0 re%luwet at th gs 4 repurc as%agreeme s ettwee % "
creditworthines ﬂ stabilit ofthe securities be monitored urmH dl eday, par IC e ant d particular Droker
counterPartzv rt ese mves 0rs an ransa t|onb -transaction, and that or teaer Othnt]ﬁn aeies emt %a h( g
ne ealers With w w enterlnto ndividual Ins rugnolns f0 move '”V'e on 0o 1 ntll I?e an
these tﬁansactlons t eho custody ?eclirmes to the deale deaeeount to WZ opera onator e#nl |?naf
repurchase a ree t] rovides a ﬁltatea elve}{g to substt]ute g tm su% as the |t|cu 0
?onvem?nt le methonF ot ersecwmeﬁ t are accepta scerat| |ng eag%reaeco f f
Inancial an ? H? ent. The collatera ?rt at transactior!, may O{J” or? IVEM, Quyer an 0 emmg
epartment eevest these re uire real-time operanona what cans uesasmt e buye I t f
estors should continug (?havet e ﬁbllltles that, at the ﬂesent fime, mala“ﬁ rt%m ermi Itn ga 'Cta |ono
or%)ortumt to0 maketpe ment that t slow a dealer’s daily trading e'mr'] 0né gngqre ta%at unt of I
converiience and fle provided ac vities andmcrease co s to re%utgc ase agreements between a seller
outwe|%h angl otential rls o oss unacceptable levels, T groPosed SEC anTh uyer. d hich th
Nevertheless, -the De artmenthas also  rule s designed to allow sufficient T € secona way 'dn WI IC ef h
concluded tha tOPn Y| eadequat? flexibility in this area, but at the same reasue SFl”OPOSG hruevanes rom the
protecnon tot e smaller, possibly Tess SEC rule re at(ﬁ tlot er pl]grc ase h
%Op isfie H? 'ntVeStors it ne%esfsar 8 byl recirements fosecuris tat i gfgmeenngrg requprsetr%aento ?00 Stén g the
o'establish certaim requirements-or the ?Eggrcc ase 1 ahcrtelgHng oﬁwr?nglc%uga%veryto H) COf? Isclosure Ofthe rlghts am},
labilities of the parties to th

Lyer are unnecessary ecause those
80 S. Rep. No. 89-420,89th Coiifri 2d Bess. (1980
0L i, 3 P, 1003 (1980) Ba sactions are StrUCtlhgd to assure re Og nition of a reement, the egsartment propgseg

F's Jnterest in the secUrities and to eliminate
lggSTR Rep No. 89-250, §&tfe Cong,, 1t Bess. W ) the soler at repurchase agreements muist be
6s

wntte and must tontain specific .
bid, at 10-17. 328@(? >§9e an%% 15&5 eleass No. 4-23802,51FR consent language It the secBrltles may
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not be segre ated at all times. The

DePartm

wr

? ecl require
rsevera reasons.

nt has chosen to re urre
tt?n repurchase O'agreemensan to
$ onsent language

First, the rights and liabilities of
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ar )

nsett ea of [aw. There
disclosure requirement would re
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regurchase transaction. FrnaIIy,
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uge dofthe securities for

which | hag
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ase agreement
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ent bd

For all of the foregorng reasons, the

Department propos

s 1o require that a
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st
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substitutions of collateral that die
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repurchase transactions wrt
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and that 1o th]e extent SIPA i IF at all
licable, the protection is limited to

It should be noted that for purposes
o contro| Psecurrtres ﬁtat ar}r)e hp
béect o[ are urf ase agreemer]
soeptebE ‘E% jocations are i
ibed | ,
)EFE} ang ;2‘ Lﬁe § %anﬂo
he dditional ¢learin ban contro
ocation described iri parag raPh of
this rule. Commenhs are ds&necr |crt
[equeste on whether additional control
ocations %rea nro rrat(e ornecessargl
This s cftro sanewoar graph
to that portion of Rule 15¢3-3
escribes acc )table control
catigns.87 This new arar[;raro
escrr es an account aintajned at a
cearrn% ank as a permissible coptrol
[ocatio foradealerso Iong as (1) the
account does otrn(ilude 0 n ary
securrtres oft e dealer, and
clearing bank express % ﬂreg |n |ts
clearing a ore ment with the dealer that
securitfes In the desl nated accountare
Q%ta?un %ct to anylre or claim of the
A srﬂglfrcant roportion of all.
ou}sta ern 1nt securAtres ar
held In unce t| icated form and transfers
of such securjties are accomglrsh d b¥
means of book-entries on 00kS 0
Federal Reserve Banks or financia
Intermediaries. A s bls ntial number of
such sec rrtres are neld by or through
ea erm) atma ntarn the securrtres
trou ankst at rovide ¢
servr s to the dealers mcludrng
extetnsrons of credit to finance tlealer
ositions
P BecaHse Rl#e 15¢3-3 was drafted fora
somewhat different environ ere
sec riies arersued In certl cate orm,
n ua eo Rue15c33 0es not
cear tosecuntrest tare
|ssu entr form on
ermoe nog the con ro\
?atrons escribed In the rule clearly
ate to th esnge ation accounts
marntarne edlers at clearing banks.
The De artm ntunderstands that the
SEC a |nterPrete teRueto he
g |ca his srtu tr%
that rt woulg pe useful to
|nc e a sRecr ic prgvrsron covering this
arrangeme t to avoid unnecessary
confusion. The Department also

%uests commen 1 as to whether
dditional control locations not@

earing

_I'l

67 § 240.15¢3-3(c).
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specified in the SEC rule would be held for customers or éounter arties. Eor gro;i)osed rules qeperal Sréad%n
ropriate or suitablg in the ri(ontext of ?ecurrtrest at are held for others X nalogous rules or the SEC, Rules 17a-3,
t o ernment securities marke Inancial institution, In Bts &apacrt f 17a-417a-7 and 17a

%} fa bank 1s unable or unwilling to governmrantsecurrtres roker or dealer, 1 Section 404.1 Thrs sectron rovides

gerth an instructjon of the ﬁroker ertain additional reﬂurrements re that, forgovernmentsecurrtres rokers
aler to move securifies into t Imposed that enera I¥ ara e t and dealers that are regrstﬁred brokers
segre ated accouqt the broker or dealer  requirements, of ? ordeal rs, com liance it aP licabl
Ust §ive an “early warning notice” as or example, a nancral |nst|tut|0n SECru es wr}J c rtaln modi atlons
escriped |n § 4055, Suc a notice was taﬁls ar%) ernment securrtles broker or pertaining to books and records
consrder o riate because a . dealer and that en a In re urc ase concernrn% epurchase and reverse
ﬂ?a' n ose regate securities transactron IS re ﬁg B Wlt repurchas ements will constltdte
t0.be an |nd|c tion of a gtOVISIOH tpa Fbereq ements  com Iranc% Part 404, S gecn‘lcag/
srt (a nsrmrlartoa ‘material 403.3 escrrbe anove registered rokers Bnd dealers as wel
Ina equacy as described in | 240.17a-  ad ltron mancra institution is as registered agovernment S%ﬂ i les
(?]( redﬁrre to ma te dfte{mrnatr ns bmrm) and dealers, s below)
) Rule 15¢3-3 provides that nothrng e.amount of snortfa any, Wou ere urred to marntarna
contained in the u(l)e usthea” etgdnstrud securities require t(] e InIts eparate ledger ref assets and

as a ectrn% the abs

0Ssession or contrg and to take st
EO optain securities to cover a ShOI"[FﬁF fla ltigs resliting me it a{e and

CUftomert recelve th efgr SIC& I’EVGFSG rep urchase transa tions, (Il

delivery of certificates ection 403. does ”0t however contain recor se arate on their securit
currt es orceﬁtar margin ECLP Ities.88  any provisions srmrart record ﬁose SEXUI‘I'[IGS subject to
This provision has eT %rle 0 requirements OfSE RU91%03 & repurchase and reverse re urchase

Include the comparab tofa e cern n U590 customer fun sor aggeements and |||§ maintain coples of

customer tri jrect t edrs osition of concernrﬂggspecra nfirmations they send out with regard

security held in book-¢ reserve a”'j account |0r15 3'2 it to repurchase and reverse repurchase
certrfrca eless for AII ewUS %ustom r aances ﬁute ¢ agreements.

reasur ond sa[r notes ISSU 00:1<fter erms Q€S not apply 10 § er'Se These additiopal recordheepln

ty198 are avalla

e on E
R/ form. U.S. Treaiur |IIE ave

Hrn Insti tutrons and t eDe artment
requir mentswrll ensure that
concluder g the exemprian s 0“) %9 repurchase and reverss e e
supervised financia

extended to
bl e e R e,
¢ e olstomet from agreeing n lsieucrttnletrlrensorgo SCa0ss fosnial cach g secLTs invol ved s suc
e P e ol il
s paragraph provides tha the funds a5 & undamental part oftheir~ federSronosed amendmants 6 the SEC
r?nsron 01 Rl 15c3-96 (@ requiring business, and pecause they are ru?es? Comments proyided to the SEC
Bu |n ofsecurrtre after 10 days to superyised n arge part 10 Bro}ect thelr o these DrOvISions of te GEC s osal
omplete & sellorder o acu?t mer tﬁos'ﬁ tng Department conluded that were 2lmiost Unanimously Tavotabl
%oth r than a short sale) applies to ! S8IVe o Usefl Investor added I maDY commenters %drcatrn%th

rnment securities. hea lication  Protection purpose g Im they alre $ 2 matt
at ﬁrs I 10 Joveremient seeu s Pe uirement o R‘ﬁe 15 3?%“’ require sy r)actrcept(t e amen menﬁs o

ness
applies {0 Teg| %tered brokers and dealers nancr%conjsrt{t (}}Ocnug?oerﬁtea} fun%saat Ohle e are adopted prior 1
a as registered go ernment a tner mancr linstitutio g o tron? (? reas r¥ rule,
Se¢ rlthes brokers an aers R D aradt Sl AR for emo fred to fe lect the
aragra con orms Ryle financ fa?rnstrtutronst at are ado trono the amen Jnens
1pta-d 1o | 4022 01 thest reggla lonsto govern tsecurrtresq)ro ers or dealers 2 Sections 404 and 4043 Under
SOW overnment SeCU Ities, ro ers and rimari} Because ne|ther inancia these sections, reglstere qovernment
ealers t at ave | A capital nstitutions nor th e|r re u tor a encies securitl s brokers’and dedlers are
exceeqs by as ecrde amount t e | urd re familiar |th require make ke Pcurrent and
Hta required undet Fart 12 and t t ro 06 Tl Is e el presery ervet H)GSO Eooras o uirgd
al amounts of customer tun sto an uirements o RuIE ne3- C rules ?h
make 5 ereﬁurr reserve computations . 0 teh% requirements of tﬁ ng imi ed mo catrons atr ot e
month Krat er than weekly. ro ose Pueare s(tated ,n']ess etai rent mancra responsi ||t
This paragraph conformsaportron is found'in Rule 16¢3-3 1t is agét Icable to regrster overn ent
of eres rve calculation to the net ntrcr ated] that its en orcement by the urities brokers an aers In
ca ital ru es In 3402.2 of these inandial mnuﬁ'ons SUPErvisor addition, reg ?(tered r?r%? r]ment
|SatI0nS agencios will follow mBraotrcaYeffect, securities brokers and dealers would be
?cu?n 4035. This section sets forth e Commission’s rule. required to maintain the books and
the rules ﬁcustod 0 cu%omer E Part 404 Recordk records pertarnrng to repurchase and
securities that are pplica e 0 ar ecordkeeping reverse repurchase agreéements that are
?ﬁvernmfent securities brokers or dealers  Section 15C(b2£|2(c of the Act described anove.
at are financial institutions. As a re%urres the Secretary to propose and The Department proposes adoption of
gene al ruIe these fmancra}l mstrtutrons trul egt at requ Je government the SEC Tes wrMn gr fications
irected to com (Y Tt securities brokers and dealers to make,  because those rules arewellunderstood
with respect to custo securrtres Ir<ee|ea|r% ﬁurtroentt] ear(}deprgetserr]vg rt%ceor S U703, Yt e 41%32
elafi | |
68 § 240.15c3-3()) Disingses. pa 4040?these rel%ulatrons 32ﬁ?g§°han ? S i 9t
088 Z40.15¢3-3(m) responds to that requirement 78 24017a3 17a4 17aT.
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x Jnda %oveﬁnmegtsecurrtres brokers another set ofrecordkee mg that hold securities accounts for the
ﬁa(es the audit community and Hurrements wg n financial institution.
t e self-requlatory or anrzatrons During

qul
densom Would no romoethe
econsu tion roc ior t0 Pur 0565 tﬁe Act. C nce"f}h E Part 405, Repor ing and Audit
Issuance of these pro os rules, the he Eecor eeping re urremenéso the equirements.

Department found that many currently — bank supervisory agencies an The reporting and audit regulation
P gu ateé overnment seclurrtls maint n%nce and pgr]eservatron of enerall pfollo\%/s the prov.s.%ns of SEC
kers and Uealers areafr ated with ~ recor soH securities PPsrtrons and %gu le317a-5,17a-8 and 17a-I]./8*

re stfre rokers or efrerst atmust  assoclate Rgrsonsw rotech Reqistered government securities
g with the SEC rules orV\chI mvestorsa IS consistent with the brokers and dealers that clear
g fered munrlcrpa Eecurr}res eaers public interest. transactrons Or carry customer accounts
hat must comply with similar rufes 4, Section 4045, This section requrLes will be required to frle monthly reports
governmept securities br? ers srmrar to Part | of the current SE

These communiti esﬁgeneral avored re Séer?

adoption of rec record, — and dealers to.comply with SEC ule S report (Form X-17a-5, § 249.817
eervatron s tht T the S La-ls foreg urrrngcaﬂuarterzcount of ofthls trtle] demonstratrng compliance

securrtres Verifi curities h canital ad % Al
ion 4044, This section provides & with capital adequacy requirements.
that fmanua?mstltuuons Ratare ¢ oo recpras and CR oug O%S?Ctouen%ouonrttron registered governme tsegurrtles brokers
overnmentsecurrtres {0 ers and of the rule wrrtten in terms of physical  and dealers will be required to file
calers SUDJECL 0§ securities. the portion relafing to auarterlY reports contarnrn%unaudrted
record eep g rules0 therra gpriate a0 Untin for ecurities not I a financial statements, and an annual
requ ator ag e eXem e ler s Session Fqre tﬂ report certified b}/ an independent
the recordk preser trro £ urvae £ of a count of hook-entr public accountant. The accountant’s
requirer ents art 4 Xcept rtW Urhios Tho s St reﬁort Is 1o Include, among other thrn%s
YJ £s.0f hog san records. S prili fca Y, Lont he accurac 0 aPrms schedules concerning liquid capital and
such, frnancral institutions w'o operatrons and recordkeepingand as  CuSIOMer reserve requirements and 2

ured {0 mainain recods et report on internal actounting controls
P JJC%SF'O“S and 0 Bssociatet %‘#%?e'cst,gﬂ mporant spec ot miestor including any matera Inacequacles

ersonso S Inancia mstrtutron 4 56 those controls. Financial institytions
ection 404.6. This section requires
ot tgges %an c%as] I%re recurlrtres financial institutians that ﬁre q tr}aé arle rgovernmetnﬁ s%currtlestbr%k%rs
rpsare assential govern ent securities bro F[)S oLdeaIers 0 eatefSW| W't one exception, pe
oconr{ﬂct annual counts of book-entry exemp rom regor ing requir men

rs 75 Position rej

ham glﬁrslsa%%c%&tre y K tep 12 KOt and gefinitive government secrite being imposed on norfinancial
t
prg

§to an assessment held forcusto (?rs and to verif overnmentsecurrtres brokers and
mstrtutron alntenanceo associate PUV{)OSGS

OO T

reconcile records. Financial ms%rtutrons ealers. .
Iate requatory & ?Héﬁﬁéﬂ%lmk hold securgtres for  varety otcusomer Section 405.1. Compliance with

requently transferring Rules 17a~5,17a~3 and 17

customer se ﬂrmes held b irtle of the istered brokers and dealers Who are
Recarity & trhes s eded {0 protect the dealer function to ¢ saf eeprtn and" s qoverpment securites brokers ang
secyities ( Hm ncial trust departments. Trust depa tment dealers will constitute compliance with
institution and eirrequlators to locat sec rities are bx state and feder(al law  the reporting and audit requlations.
ersons wﬁosep st activities make t e|r 3 amrna ion policy, require Since registéred brokers or dealers will
arficipation |n't emar et as brokers or gerlo ically to be reconciled to customer contrnue to be required to determine net
O Puns A Part 450 ofthese requatons S ouAL1epOrng and
roposed Par ese regulations It | udl
a0 Oﬁr b actronwrt respect to sueh ? impose p eriodig count ad%l re urrementspare ngt necessary.
artjal exemption from the re ate re urrements 0r custQ he epart ent has determrng that
recora eeping and ;p cord rete tion ol mPso &overnme tsecurrtres by the ad trona bur e
requireme ts Teco mzest at these Inancral Institutions that are not created by requirin r}rnancra Inst tUtIOﬂ
fm ncial Institutions are already subject %Omement SeCTfltleS FOKENS O overment sgcurrtges brokers ang
0 federal supervision, which o f‘ ealers, This rule requires financial gea?ers to comply with additional
dees recr?r dkeeping require Bits IﬂStItUUOﬂBt atare ve[nment reporting requirements is unnecessary.
e T s e
Requiring these institutions to follow
quirng count, reconcile an verryannua?y all du p Bct togre

are ajso

ub
overnment securities held for examrnatron% K bervisaty agencies.
fot\pee ﬁl’]i'zeCF gg%gz{é&%@higr?im"er Tftomers 0 tSl QO?trUSt department Moreover the epgrtment%rogposes to

e count of hook-entry securities an
era bral feserve o Or ratl Semnn: 0 securrtres g th exempt financial institution ?overnment

ectlon Vg that | rEgipations are 0 mancralr stituti Qssessign should
eeom It WJt Ut regard tO eexem tions r\ h é g ?

e accom fl
60575 %e}rrc?ns ns mU Velrma? l%CFR frnancr ﬁrstrtutrox 3 recgrdg with those

securrtres brokers and dealers from the
grta adequacy requirements of Part
of these regulations.8L Government

of the depositorie pOSItOI‘
f 18 Sections 240.17a-5, .17a-8, .17a-Il.
assocrate Isceljrss%lr.r? é’ §e°o:r éorcernrng mSt'tUt'O sorFe era(i Reserve Bank re?glgel%trllon 240.15¢3-1, §402.1 of the proposed
ule?r%l%srupa@ec%riles Igrne lheg S?rency % gegtion 240.17a-13 or's Hendhook for Natonl at?onlszt e%c 581 relating to call reports,
\ i
ngrners | 202? at 6 (August 1% Trust Ex ners r%% Jl g e | 402.1(c) of the proposed regulations.
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?ecurrtres brokers and qe grssu ri%tc targ

hnancra IS ItUtIOﬂS Wi
requ lation concernin

(oro 0se
reportl ?of orerat{tn currenc
trans ct ons, as, are recgrste ed ro ers
and dealers under (I;

The sectron(P o]vr es t ata
requirements of the part, exce tthe
? ortrng re urlreme 1S erLb come
A B S e
securPtr ) brgof<ers angt? deea]ers will be
regurre to h av%en gaged an
ependent pubic scuountant by that

[

IS de ay e untﬁt e?rst mognth%v
whic a rm ecomes sub

ect to th
gvu ebents |ch

capital a equacy r
underthrs ro e Octo er
Re |s er overnment securities
ro ers(n g rswr ere urredto
lle unaudited quarter! report for the
a,uﬂrter en m%
be requir

on the appropriate form starting with the
arterr?v‘r)th#twhrch they first become
b e]ct to the caprtal ade ua ruI s

| rter |rnt ISé)ei#OSa WI
q Za g g IS SGCtIOH

?stab is est e req uements or
Inancial re ortrn Xan audit of
regrstere overnment securities brokers
ftnd dealer #t rovrdes that, with
mited modifications, registere
ov?rnment securrtres or

kil q%%?toehggﬁe o

kers an

ealers must com WJ CRule 17a-
583 The eg)art ts Iscussions with
the SEC, th ator

securities

an&'[IOHS gave nme
£

ers and dealers, an
re resentatrv 5 ! of the a count
cate thatt ese

Eofessron aI Indi Ly
PREVan ?eé’stbte to

equirements are a

the bur poses of the

nn] ementwrthout excessiye ur en.

I er urrement or annua certr fied

Inancial statements 1s statlut %4
emajorprovrsronso el a-5, as

e
h |stered overnment securities
br%(éers gnd deal%rs tha t clear
trans titrons 0 Farrg cust mer accounts
must emont Part | of Form G
8(? thrs cha ter) showmg
| u| ca |taI and total haircuts

ca

% /iﬁ registered %overnment
securrtres brokers and dealers must file
q uarterly.Part I] or Part [IA of Form G-
405, congistin Iar%ely of unaudited
financial statéments

% Section %ﬁg %a 85
& Sectron 15C( N%(BgélS USC. 780 5(b)(|)(B)].

8%1 rreversrono cp
icabl (50 dr istered government securities
ers and dealers.

¢) Al registered government
é&?rrtdes %% li 1( 3ea ers must file
au ted annua mancral statements
certrfred by an independent public

unta
@2 Regrséered governme t securities
ers and dealers other than
mtroducmg brokers must send investors
an apnual au drted stat?ment of financial
LG
statement haP audrteg%nar)r/cra-\
statements and any audit report
commentm? op material.in de uacres
are available for inspection),

unau |te statement as 0 te X
montﬁs from tth gate of the audﬁ1 tedS
statement;

e) Registered government securities
brokers and dealers must engage an
Independent public accountant'to
conduct an annual audit of the
regastered ogernmept securities broker

ealer must file a Statement
concernrng such engagement, and, If

h) licable, the éer ||nat|on ofth
agoementan replacement o

Annual financial statements must
be dudited by an independent gubhc
accountant ccor Ing 1o qener

“@pt G R S ient 1
| ihe auditor to commenton

material inadequacies, if any, in the
accounting system, mternal accountrng
controls, roc(edureﬁ for. safegu(ardmg
securities, and in obtaining an
marntamrng ossessron or control of
customer secyrities; and

gterr madequacrers Hrust be
re orte within 4hours t etrme the
auditor notifies t echre mancra
eroft econ Ition.

the e8r°'%038ecr|2?3'3&8&h@°¥'8f3 i
a 5§ ? t

o

ory or amz tion under
\g/hrc gs may ﬁwrt th eh
esignate examrnrn aH Qrity rather
han the Co mreron The De artment
anticipates att eCommrss on wil

p&)ro es%(t:ltsﬁ%% This ruIe*trovrdes

tha regrstere overnment securities
brokers and deglers must comply with
SEC Rule 17a-11, 80 concernrn%earl
warnrngtto the Commission an
esnt;na ed exammm% authorities of

Cad? gl Ircojv}tfes that Iuae rgérstered

oV rnments curitie
ea?ers liq urdca |tafP ? ﬁ elow the
required IeveI es ablrshed in §402.2 of
the requlations, the firm shall give notice
to th ommission and the agﬁro riate
self-regulatory organization ot that fact

86 Section 240.17a-I1.
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on the dag it occurs. Within 24 hours,
the relgrst red government securities
broker or dealgr must also file a Part Il
or I1A of Form (-405.

In addition, if liquid carfrtal falls
be ow 150 (E)ercent of tota harr]c
? rmined In accordance wit
the regeulatron the r%qrrsﬁere
government sequrities broker or eaer
|s re(ﬁrre to PePéirt or Part I
mont y until uiur taprtﬁ stays above
the 150°percent fevel for three
consec tive months, The purpose ofthrs

gu [ation, .in coordination with other

lYwarnm re u atrons that the se J

ator organizations are expected to

o ts oa ow ere s{ere
ov rnment securities b o er or dealer
nd the enforcement au% orities an
B ortunrtg to alter the Irm’s business

tices t rrgg it back into
conrt] |ance anatop rottect customers,
without requir down or
comptjeteigqurdqqron ol# the firm's
business.

Section 405.3 also rmurres notice to
thF Commission and t djd) ??rt te
self-re uator% organrzatr 0 arure to

dJ ﬁ d records required
5 4.2 of ations oruP]

|scover or no jcation b
Indepen enup IC accou %ant ofa
mat rra Inadequacy, as defined in Rule

gS ction 405.4. This section reﬂurres
regrséere %overnment securities brokers
and dealer d%overnmentfsecurrtre
brokers and dealers that are financia
mstrtutrons {0 compdéwrt the
%urrementso 31 art 103,
oncerning cur enc¥ 0 ergn
transactro S. T ﬁ ecto
re urrement W g Ip ra esRuI? 17a-
rre |stere brokers orde%?rs is
J ehreg atrons re enforce
ert aswe as under the
urren%y erg Lrgnsactrons
Reporting Act ( t ank Secrecy Act).8
80VPart 450, Custodial Ho dmgs of

ernment Securities by Depdsitor
Instrtutrons Yo y

50 sets out regulations
|ca le to deE)osrt rr Institutions that
ho d government secur tres for customer
accounts, whetEer Irectl orthrou?
correspondent banks, trust compantes,
Federal Reserve Banks, qr othe

custodial arrangements, but do not fall
within the de?mqtron o? (rrovernment
securities broker or dealer, These
regul onerovrd tﬁtodly
recordkeeping, and other requirements
87 Section 240.17a-5(q).
88 Sectron 240.17a-8.

No Title . 84 Stat. as
amendedL(étUS &5%123)0 i
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federally-chartered or fe
credit unions orw ich
ropriate regulatory

cable to govern ent securities held

ﬂeralcy insy e}d

er Part 401 of  Act gthe SEC |st ea
atrons as we
mstrtutronst statec rtere

ed banks t nt

R erences tot e N UArn TrtIellofthe
whosg stan ards
rt eSecretar
It clear that, for the purpo
Title ], N UAwas meant to be
roprr fe re Iator

bro er or dealers
so be su Ject to the

trtutrons often provide

|ns ItUtIOﬂS an

hrc Ioca Ion of consrdere a

tesrze and eo

g , these securities
Board wr act on
an Loanlnsurance

stomer defrnrtron is meant to
rchase agreement
estors, rather

tarne at a correspon
ecurr |es are issue
|ts correspond
maintain such securl
account ont eboo

is no explicit

onlyjn ook entr

hﬁaggecrta/ﬂw ich in

BSSGHCQ re urrest d
Institution I avet £
lon,. 1S sup S1d

strtutro S rvr Ing custo
t e definition of

ng servrces for cus o ers

overnment securrtres not
nadvertent or other a
arm customers. The dev
Increasing use of certain ty
tra sactr nsr

es, 0 tJons or rrvr
overn ent securl ntrees are not

% ect |ongl?§06§ [ﬂns sectron rovrdes
tion from th ere ulations of

or overnmen
a | ucrar ca acity
onso natrust
artme trnsuc anrnstrtu
ractrc srnt |s area

regu atrons arge y Cod
Pr cices of respons

ec?ron 450.1. Thi

t at the Part 450 requ
osrtoryrnstltutl ns t
ment securrt

W et ert eru

A mrnrstratron Boar
r |nst| utrons
a eto ma esu

es f rcust mers,
art osew 0 are

X

Ia |ons under part 450 apply o'
ection 4502 This section defines

agenc
r?str L}tron i
overnment securrtr s

Oseso th |ssu cha

(cIt the statuto
termination th t, except Iin the case of

in tltUthﬂS aré

|nst UthﬂS SU
certaln of t g

n ar so the
oard since eredrtunrons

ot eXercise tru
0es not genera

Based on the |nfor[n ation provrded bg
the appropriate re%r~ tory %encres an
on the Departmeg S 0wn aér sis, the
e'%artme t has determine
In so ernmen securrtres ina
fiduciary capacity by de osrtor
Insti O|Jt|ons urf] er th ere u atorly
Jurrs ction, of t gpro rate re ulatory
g Hcres are ade u eIY regu ate
chd osr ory strtu ions are
ener Jeg either to state or .
eera aws atrons governing
the safekeegrn of ducrar ssets They
are also su {ec to examination
Procedures hat %enera Y req urre (i
evrew of the Institution’s systems and
roce ures to ensure that assets are
duateygrotected {l revrew of

? ﬂcrcaarb %rrncr (ees Uo%t ?angarhe
safequarding o asse?s in) réview. of the
ystem tQ insure

Insti utronsaccountrng1
that records are accur
and.(Iv) review or tne adeq uac
Institution’s audit pro ram ccordi g¥
uc e 0sitory instit t(lons are exemp
rom | 450.4 wit hre?ar to their
fiduciar gholdrn S 8 ﬂovernment
seculrrtri rovide adhere to the
ewép icable req urrement imposed g/
t rapgro rrate regulatory agenciés.
T is exemption also’extends t holdings
o overn ePt securities for cHstomers
custoalial, capacity by suc
srtor mstrthtron]s as Ionﬂg as such
g re within the trust department
andht degosrtory mstrtuté rm%rees
with respect to such custodial holdings,
to adhe et]ot erules apP icable to.
securities held in a fiduclary capacrtY
The De artment does nqt antrf
thatsus uentmo Ificatjons o
nPeﬁ< ues and standards wi
|s eﬁ(em ption inappropriate,
However, the Departme tex ects the

ulator a ncies to in o[m the
%1 rp jargy at rra revisions of
rules and stan

te'and relrab e;

\—hen

g

ar
4. Section 4504, S ctron 450,4 sets out
frc requrrements or custodjal

mgs 0 %overnment s% curities by

e tlons. The most
rﬁ)r?ame ta g these sa eguards set out0
erfrom EPa |§Meadows socrate
|rect0r IVISIOI’]O an uen/sr
eposit rBurance arporation to |
mner, Deputy Assistant ecr ary
Inance artment Letter
om e arn ectorI est %e Urities
ﬂ the Com o rrency
remnergan 3 n}
Prot In, Assi qmt Di ect r Drvrs&on 0

&;n |n Su rvrs n.an ea e|o s%eoarto
8r7V d{y tter from

_"'Q:CT

'-*U;“Tlguoo

te eera

obert |ot n & A?Q Assistant
enera Zaq Frnance re su
art ent e or

arne adziala
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at 8§ 450.4(a gand gb are the
[)equrrement that customers’ eurrtres
e kept separate romt 0se o
ository Institution, that the
osrtor Institution’ n}arntarn
ossessro or control of customers’
BecErrtres and t at]customrrs securrtre
ept free of al |ensun ess ex ressy
T%reed to Inwritin Y %
IS requirement d gres ofh t
;ﬁ)urrt 3marntarne in defrnrtrve
sica and securities
|y tarneé nhook entrZ {orm In the
S,

case ofPh src%l securities, this might be
accomrt) ished fysag eeping in a
separate part of the depository

Institution’s vault orb¥ delrver ft%
another Institution. In‘the case of hook-
IR SR
records separate se%urrtres acc(?unts for
each customer, on the one han
se ahrat(f accounts for securities %wne
f B e e ol
ey Sl
through w |cFr Eovernment securit es are
berng maintained. Where government
securtities are being m iarnt Ined for
ES?E‘)m%ﬁ R ek Rerie Jank. 8
r?eﬁosrt%ry |nst|tut|on wou neeg to
|nstru t such entity to maintain
Er%?%“'“” o Sontr of such secutite
Hd m%az Hhe correslponder]t or. Y
ot er custo ian orang s0ns claiming
i bl
corresp ongentaban or other custodian
would %e required to comply with Part
450 wit re}sﬂgttto Its custody It 0se
D omer’ ot
gurrtresyheq érrectlyaT%r customers of
t e correspondent.
reCSoercéroene 4|5n0 4#0 bntrgr%sees a number of
e
ot er custodrrans 0{%&% rogrretar
Povernment securrtres of'a depository
nstitution as well as government
securities beIongrngt cuitomerso th ah
DL A Py
se arates ecord one reflectin
segurrtres ﬁ ﬁrf For the c?e 0S| or%/ J
Institution’s own account and another
reflecting securities held for the account
of the de osrtorY Institution’s customers.
E ﬁrtor¥ nstitution would e
rgﬁ L marntarnrng reﬁor
ent ? e interests of’eac
cugtot er Esghg éecurrtres 50 held
ection requires period |
counts ofgoverhrhen securities he d for

customers in hoth Tr)hysrcal and book
tpf orm. For definitive securities not
t ePossessron ot the depository
|nst|tu ion and for aII book ntry
securrtres th gcou v¥
ccomplished hy verl grn t
eosrn |nst| utjo n recordswrtn
those of t ecusto lal entities onw 0se
hooks the de osrtorsy rhstrtutron as a
securities.account. Such entities include
depositories, correspondent banks, and
Fe%ﬁra]! Reserve Barttks ’ t
e frequency of the require couns
Rould q ter meg% (he scop e?
the depositor |nst|tut|on s custodia
R PS t evoluntg ?f Its holotljngs
r uenc eliver
rece to cds ?{Y Sec rrtrfg
exa Re asma Qn
tr;over ment securrtres forate
elaérvely mactrve customer mrgn
conduct annu counts On the other
hand, a bapk that safek elp n%overnment
securrt es for active traders might need
to conduct counts weekly or more
frequently.
T ere uire enﬁs se foréh in §4504
re similar to, but less burdensome than,
the re urremeRts mH)ose on rrust
epartments t rou% the re uatorzvand
examination proce |ance
these re U|re ents sh ou ? not add
significantly to the cost of providing
custodial sérvices.

[Il. Executive Order 12231; Regulatory
Flexibility Act; Burden on Com petition

Sectron 402 gfthe GSA req urre%th t
th ee rProgos retg lations b? [ished
# tedaeo nactment
De aarttrzrircetn%ls 0 eroert0 rﬁ tt to determine
uni |
thepﬁffect of the%lg Rro ged requlations
on the economy, on small entitjes an
on com etl)tron has been very Iml’[ﬁ
However, based on. |cussronswdt
overnment securrtlr]es rokers a
ea ers |n? udrn? ose currentdy
su Eect to tedera ﬁ gDatron and those
tn re not, It is the ?gartmentlsvrew
that the proposeg. requ tronswh not
Impose H nificant cost on those
affected of a ectt eeconom |na
mannerot ert ant at expl r¥
required % t] |t|o the
Debartment believes that the proposed
redulations will not have an
urinecessary or mapprolorrate
differential impact on classes of
government securities brokers or dealers
uch as.fo create a burden on
competrtron
In artrcular the DeEartment believes
owrn%ddecrsron mrnrmrzeJ
rﬁgtrslagor)e/b n to that required by
tut

91 GSA, supra note 0. | 402
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g a) To limit an?/ addrtronal burden on
tered brolj s or de ersa/
de ming compliance with exis ng rules
under Section 15 oftheAct to e
compliance with th er“) se ru es,
with modrfrcatrons related solel é
antrcr ﬁtrono the SEC’s propose
rulema |ng concernrng repurchase
agreements; 2
(b% To minimize adgrtr nal burdens on
financial ins |tut|ons J provi |n
exemntrons or actrvrtres eemed no to
be withi contemplation of the
statut]e an V\Z) ar elr{ acc?ptrng
comnrance Ith existing finanCial
Institution regulation as compliance
with the proposed rules;
gg ¢) To adopt in Iar? Ipartt e
essror]orcontro eporting %
audrt re atrPns of the SEC, with which
many.( rrentyunregulate government
fgcurrtres brokers and dealers are
0 ado tin large par
rec Mkeeﬁ Ing regu Hrorn otf ne SEC
with which many cyrrentl unregg lated
%ovTrnment seclirities brokers a
ealers are fami |ar and, |n many cases,
aIrear_tly In comdp lance: and
e) 0 treat dealers in.all t¥Pes oé
overnment securities simila
articular, not to |st|n urs ween
'S. Treasury an enc tbrr Ies
exce? orcrtarn ort age ha
ecurtres in which prrn \pal nd mterest
onotf% ? hto all'holders on a
Pro rata basis) Tor purposes of market
ISk harrcuts | the capital adequacy
re?urrement
ahddrtron the De artmer\tbelreves
Ehatt eim act of these reg ation erI
e mini becausga a P er of
Qotentra re Istrants do not
ustfi er secyrities andfor fungs.
Finally, Florida’s recently enacted
re%ur ementt at overnment securitjes
ers an deal ers In that state register
with the C ommr |on undersectron 15 of
the Act, 3 as we as information
obtained from entities thought to be
nregrstere overnment Secu Htres
rokers and, dealers, squestt at many
of these entities are regfstering under
section. 15 or are merging government
securities operatrons Int0 alread
re istered brokers or dealers. Once an
|t has re Ister dunderif tion 15,
ro ose reg uatronswr ave
mr/rqrma ad |t|otnha ||3mpact thas
ccordin e Departmen
concluded t%g t the rr? osed requ
do not constitute a major re? ulation fo
Pur 0ses of Executive Order 12291 an
hat a regulatory impact analysis Is not

o

alél'[lOﬂS

Exc a&ge Act Release No. 23602, 51FR 32658
9BFIa Stat."§ 517.12(16) (Supp. 1930).
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unhed Srmrlar y, it |? hereby certified  will Pre are ahd make avajlable the to the Department of the Tr Sasury at the
hat the ro ose e\g atipns, jf re u[ \Jaor¥ m acf or address previously specifie
ted WI not have a significant Regulatory Flexibifity Analysis. _
eco 0m|C| £ on & substanta g%endrxA Example of Capital
Aumber of sihall entites, However the e collection ofrnforma \on putation
De artment Invitss comments on thess  [eqU rements contained | é)ro#osed Example (1). On October 31,1980 firm A’s
tions, artlcular? with respect lig ave been submitte tot ICe 1prretary position contarnsalongtl)osrtron
{0 t?r q%wmgp y P Management an Bu etpursuahtto reasury notes due November 1
erwork Wrth a market value of $20 million and a short

A Wh ec(sron O4(Ct)o the Pa
% at entltlef will be af e ed by Reduction Att (44 US.C. 3504( hp tl)osrtron of Treasury notes due October 15,
the FOéJnCSEd requ HIO ,.an Comments on t Bse 1e uirements should 1990 with a market value of $30 million. The

COTHP € C0S elncurre be se[rt to theO ice_of.Information and frrm would enter these hoIdrngs on schedule
menters shoul d COHSI%GH £ Reag atory Affairs, Office of B,1“Calculation of Net Immedjate Positions
statutory re UIrements and distinguish ~ Mana nd Budget, Attention in Securities and Financings", in row F (35—

nt
amon the sections of t Pro Osegr Desk 8#1 icer fa rth eDgpartment of the 75yearmaturrt¥ category for conventional
reguldtions, p artlcularlrdstl uishing  Treasury, Washington, D.C. 20503, and ~ secrities) as follows:

etween the cost of e Ired
a?ve adFrtr naf Ita %c t%%t Wou}g ‘i Schedule B—Calculation of Net Immediate Positions in Securities and

result of com anewhtheca - ;
ey r.mp“herr.nt cholt Frencins
[In millions of dollars]
com ? wrgth the regulations.

( What will be the(?ffeCtgn the Financings  Securities Total securities Net
integrity, efficiency Irlgur }/of the . positions  and financing  OffSet jmegiate
90V rn ent Secur tIeS ma Maturlty category Long Short Long Short positions pO(r:I(;)nS pOSitiOnS

(HJJ ?%o%ernmer{t secrwtrtes brokers ® G Wy () ) -) (+1-)
an ers to main ective

05sesslon orcontro"i of customer ) ) . ) . . .
?ecurréres9 In particular, comments are P55 355 yr)- T P SR .
|nV|te n t g reglJIremen'[S n DFOE%SG Column NO...oeeeeeeeen, 1 2 3 4 5 6 7 8

chase agreement

| 4034 that re
entered Into 0 tsr]g B ttow |ttF
agreement and that ers or dealers gelre the.net immediate. position |sthg sum 1987 with a market value of $50 million, This

alntaln |ntra a co tro ofsecurhtres asitive Ed negatr Igentrres bill position has been financed by a $50

at are th esu term repurchase curities an ]!] anen HIIO S iin he million repurchase agfreement terminating on
transactlons ol er$5 000,000 per oet port%on IS the lesser o the ansolute Augustl 1987. The Tirm would enter these
customer. v ings on schedule B, “Calculation of Net

the posit |ve ah ne atrve eniries,
under “S g i hol

allies 0
¢).Will a sybstantial number of small éJ cyrlties and Finan §“°” Immediate Positions in Securities and
EJ? ?5 he aftjectedb the requlations, moxﬁg}gzy ﬁ%?ggﬁkamg .%a ﬁ'{,@ni\tos Fmancrns In row D (9-18 month maturity

ositi

nad If so to what extent? Commenter iven inExa alon category orconventronalsecurrtres)as
éhou d con tNe notonf e? posﬁrono gasuryrhmtfeSeptembgem follows:

atent

regulator ur en on aﬁ e tltlest at

grg ove nmelnts Cur|st|es ro ers Schedule B.—Calculation of Net Immediate Positions in Securities and

eal%rs butasoh otential ne| Financings

Blpa Oére]veﬁggmatloarﬁs ay arise romt e [In millions of dollars]

ifonte B n o O s scortes  Tomlmuies o v

qoverpment securities bre brokers ordealers Vaturity Category  Long short | o positions ~ portions  'TTIEClEe

glirﬁq%};ee?stlgr]y%rvvr%gpproprrate burden on IO R i SR S T
g) Does the format Of the re u|at|0ns D9-18 MN.cereeeeeeennn. -50 +50 +50 -50 + 50 0

usr(n)q Cross- referencest . Column No . ) s 4 d+3) (2:4) . <5*8'6>
ations for most rules aPPhce%)le ----------------------

re séerri govern ent sec tles ?kers

and, dealers and there where the net immediate,positio is the sum  categories from two nationally recognized

?a Irms, particular ties and FinanCing Positions” and the marketvalueo $7/0million, and a lon

0se alrea
tliar with SEC rules, to com Xy Rl
rlg o eEaS|s of commentﬁ Pe sived offset portion Is the lesser of the absolufe position In a Eurodollar certificate ofgeposrt

S ?'”tegreta“o”? tH ancTP hea lity ofthe |pqsrtrve and negatrve entries under stati tlcafratmgor anizations and ﬁasa
furt errnvestrgatronb t

values of the positive and negatrve entries with a market value of $80 milljon. The
¢ unger “Secur IS and Frnanc Posr |ons ” commercial paper matures on January 30,

D artment the Department determines ™ Example ()] October 3 étfrrm 1987, and the Eurodollar CD matures on
tt erecﬁ(ailons COﬂStItUIG ama or Proprletary sition contalns ina drtlon to
e or are to have am%nlflca he positions given in Examples 1 and 2 egau IeAcan onlv be filled out afte
economlc mmton asub ?] tial long position In commercial paperwhrch has arc cua 10nS are comhle?e(f ?IS Focatti
number of small entities, the Department  recgived a rating in one of their three highest he 28 Of s examples:
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February 13,1987, The firm’s pro) rleta ni atl ns. merual er has a the positive and negatiye entries.
osﬂmrﬁyﬁtﬁcontams short %3| l)on3| 3( 0}% |on t Rles an ?ﬂ

t % b5 M %{ees o W D OO o
wgteﬁsg arkem/%urel%% r}]/lerp er Hm reasu %l“ t%e X ated IS not rat bn onﬁ thhewtﬁree
omestic ne otla zateo osit n dulegne cula |on estcat eqories ea LW ramg
vﬁturm %8m| on, a fécor}’]v%er%afr ot H(P mmp ate 0s SIHS “ e B Qﬁls%s|lts| Oto(teqeuea |e ﬁwsosrge market
Which has notrecewegaratmgmon?o? d)\%; {‘% é‘y '"5 iment fe AU ont %SGD(PE

their three h{ﬁ/hest categories from at least ?aﬁe%)neg for convent| na SECL%’I'[IES

8 %)J(&ﬁe e i 5S or¥ uIe
twa nationally recognized statistical rating Egéer sg enttlere i SSE fﬂ
Schedule B.—Calculation of Net Inmediate Positions in Securities and Xamg g% lBCtO er rmAS
Financings r0 et % sition ¢ talnS |n
POSItI given in xam
On millions of dollars] ositions In aé:OUPOH
It ury 0N Oli
Financings Securities Total securities Net an U
positions and financing Offset . %- t Va Ue 0 N, an aCOU On S|Ca y
Maturity category Long  Short positions portions Imgs]ﬁic;ﬁse }%(? ma re
9 Short ) ong  Short (+) p(+ 1-) L%e Vefp Wlt amar et
S S N I S AN C N ValLe 15 miflion contams ashort
OSIH?BIIH recel asm le COUpOﬂ
A 0-44 days......c..cccuun.n. - - )
B 45-134aﬁsays ............... 4150 +150 . + 150 H%a ment Set \lljg Snﬁﬁ
C 135 days-9 mn............ -90 0 -90 -90
wemm (1+3)  (2+4) " 6% mwou entert e olings
Column NO.....ccoovevriies 1 2 3 4 5 6 7 8 Eg g.oil(J) 0 CU }Hﬁ?e Pa%g OSlIJt-e in
tleeSa ?n agcm S I&r%vse’g:ﬁ
wth%e re the, netlm edlat osmon IS th sum \S'F curities andF cin ?ﬂ]tlo s” and the tur cae ol t%r’ eroc u
ep05|tlvea nega eentrleS un er 0 Se p0rt|0n ISt e lesser of the aosolute InStrU ntS espeCthe Y, aS 10 OWS

Schedule B.—Calculation of Net Immediate Positions in Securities and Financings

[In millions of dollars]

Financings Securities Total securities and Net
. positions financing positions Offset immediate
Maturity category Long Short Long Short portions (+)  positions
D T O Lot e (+) () (+1-)
E 1.5-3.5 Y. (1.5-3 YI.)eooiiiiiiecieeee e . + 15 + 15 0 0 +15
H 15-30 YI. (9-12 YI.)eoiiiieiiie e s +50 +50 0 0 +50
L1221 YE) ettt et . -45 0 -45 0 -45
(1+3) (2+4) (5+6)
COIUMN NO ..ottt 1 2 3 4 5 6 7 8

gﬁlre the et|mm d|at? Bosmon IS thg sum ?ropneta%gosmoncontalns in add|t|o to enteryhese holdings of gggia |o 0 et

g
ne atlVe enfries un smo v&wﬁfxamp es gtﬁ; r;ilon eCH1re| J%SteOBosneon%I?n o0l |s
Stal

g
hos Jthe l\ﬂ an AR

16 an
self %non I%S Ieveesse AT a SO sec ESW mar(P FtnanC{n S, |n EFOVr\_ItS mar
g cateqories formo £-
a nanﬂ J{’ stlons ra e m u§ i? %e cur g%
hI(-_yxampe Bgn Ctober %hrm/-\s rrarkerva ¥Vrm would HSE“V&;?%% t@&‘ K secuntles
Schedule B.—Calculation of Net Inmediate Positions in Securities and Financings
[In millions of dollars]
Financings Securities 'I;ptal s.ecuritie% and Net
) positions inancing positions Off . diat
Maturity category Long Short Lon portionsse t(+) Ipr)gr;teiolr?se
g Short
(+) (-) + ) (+) (-) <+/-)
(+) (-)
MB mortgage”backed...........cccooeiiiiiieiieeeenee e +30 +30 0 0 +30
AR adjustable rate mortgage backed..............cc.ccccene -20 0 -20 0 -20

(1+3)  (2+4) (5+6)
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Schedule B—Calculation of Net Inmediate Positions in Securities and Financings—Continued

[In millions of dollars]

Financings Securities Tfotal securities and Net
. positions inancing positions F : di
Maturity category Long Short L Short porgonsse t(+) I&Tﬁiolg;e
<) () o o +) ) (+1-)
(+) )

COlUMN NO..ooiiii e 1 2 3 4 5 6 7 ©
re the. {tettmmedtate Bosmon IS th sum 5|t|onsgtve xampl 131 ugh5 a it fmaan? on schedule B, “Calcylation d)f
tpg (aEd neg lgentrlesyn%r f reasu Net Immeaiate Positions naSe urltles an
QUtEs an ?ﬂ]tlos the Wltha Financings” mrows an ear

Vaseespo on IS eesse e apsolute |on |rm as ar |a dﬁ é] nth maturity cate orleft/)

osmve eqatl eentrles o Sition n m|I ono the 5
d?pna % |0n §mar et%uém% %orrxm i ?&rlt(\)/&rgttonaq Securities), respe t|ve?y, a
xamg cto m %ra? ment 0,1987.
proprietary on con a|ns ina [tion to mwou entert 1SS ort 05|t|oﬁ and’
Schedule B.—Calculation of Net Inmediate Positions in Securities and Financings
[In millions of dollars]

Financings Securities Total securities and

L ; ? > Net
_ positions financing positions Offset immediate
Maturity category Long Short Long Short portions (+)  positions
T € Bt <*) (-) (+1')
C 135 daYFFO MN..eieiiiieiicieiicieeieieeiee e +25 -90 +25 -90 +26 -65
G 7.5-15 V7 (5.5-9 YI)euiuiiiiiiiiiiiiiirinieieicicicieieieeseseeeeeee -30 0 -30 -30
d+3) (2+4) (5+6)
1 2 3 4 5 6 I

where the,net immediate.position is the sum  immediate position interim a|rcu and 0 eo Cis $25million x

P ?1 03|P|ve nd negati eentnes unger overnmen sopf r{ cus hw H@%—%S ﬂt on, or%gtsnthousand The net
curities and Fin sjtions” and the lons %tven In am es [?“ medtate osifl nmte]nm halrcus
set no onlsttteﬁres oteaso?ue % nan] ermlne ta tn g rcen %eote
alues o e positive and ne ative emnes OSI NS are Carrle tO ce ne |mme OSltl n5| Icae

ﬂe “Securﬁles and FmancangP SthOHS ma?un |ré act%luc?r]{ess n over etrresp%tlve res t(1n |n net Immediate osm n actor.
ﬂnancm? In category C 1s ombneg dwith DRI o o {]’a* f(tngte € net imm

’}e atur ate 0 t|on| Igﬁl
the short posttion e In cal ercentage of the governments F’y R ? ousand
Exam s Ftethenetmtctnrt/tlat g

Xample 584 a ortions diven ecorres?on mq_he o s (E

om 0V ern
Iition. overnment’s offset portion factor ortion 8 mm |ate Position ‘n%erlm
chedule C overnment’s offset portton haircut for alrcuts Ea culation, read as tol?ows

Example (7). To calculate the net

Schedule C.—Government’s Offset Portion and Net Inmediate Position Interim Haircuts Calculation

[Dollar amounts in millions]

Government’s offset portions Net immediate positions
Maturity category Amounts Factors Haircuts Amounts Factors Ag}fgﬂg
(+) (percent) (+) (+1-) (percent) (+1-)
A0—44 AYS e s 0 None 0.0000 -100 None 0.0000
B 45-134 dAYS..ciiieeeriiieiete et e e 0 0.05 0.0000 + 150 0.12 +$0.1800
135 dAYS-9 MMttt e e e $25 0.08 $o0.0200 -65 0.20 -0.1300
L IR T 0 1 o TR 50 0.20 0.1000 0 0.45 0.0000
E 1.5-3.5 Y. (1.5-3 YI.) oo 0 0.50 0.0000 + 15 1.10 +0.1650
F 3.5-7.5 Y. (3-5.5 YI) oo 20 0.45 0.0900 -10 2.20 - 0.2200
G 7.5-15 YI. (5.5-9 Y. ettt 0 0.90 0.0000 -30 3.30 -0.9900
H 15-30 Y. (9-12 Yr.)eoiciiiciiicicic e 0 1.55 0.0000 +50 5.00 +2.5000
P (1221 Yo 0 1.50 0.0000 -45 7.75 -3.4875
J(OVEN 2L YI.) ettt 0 2.10 0.0000 0 11.25 0.0000
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Schedule C.—Government’s Offset Portion and Net Imnmediate Position Interim Haircuts CALCULATioN— Continued

[Dollar amounts in millions]

Government’s offset portions Net immediate positions
Maturity category Amounts Factors Haircuts Amounts Factors rlrgf?crgg
(+) (percent) (+) (+1-> (percent) (+1-)
MB mortgage-backed SECUNItY............ccovuerieiriiiniiinis e 0 0.90 0.0000 +30 3.30 +0.9900
AR adjustable rate mortgage-backed security..........cc.cccovveriieiinenns 0 0.50 0.0000 -20 1.10 - 0.2200
Total Government’s offset portion hairCut............cccocceevevieniiineens 0.2100
COIUMN NO ...t e e e e e r e e e e e e staaeeees 7 9 10 8 11 12
Schedule D The forward contracts mature Janudarz This haircut is then entered on Schedule D,
Example (8 3 On October 31,198 f|rmA5 % egrm futures and forw terim “Consolidation of Net Immediate Position
Pmpr.etﬁg sition. contajns, m |t|0n to aircut wo Oe calculated by taking the Interim Haircuts with Gross Futures and
Re |erg osrtrons %rver} m les1  pegative 0f330/0% en tBOSmonha rc¥ O tions Interim Haircuts,” in the row marked
bl bl U8 syt
fiti W
securities wit amarketvgl % million. 3.30% = %0 1650mr| ion, or —$165 thousand. secritis), a5 follows.

Schedule D.—Consolidation of Net Inmediate Position Interim Haircuts With Gross Futures and Options Interim

Haircuts

[Dollar amounts in millions]

Net Gross interim haircuts Aggregate interim

immediate ) haircuts Futures and F;)%Ssii%gﬁl
Maturity category position Futures and forward Options options interim
interim offset haircuts
haircuts + R portions (+)
il O B © BN OO N © B SO (+1-)
MB mortgage backed securities...................... +$990.0 -$165.0 $990.0 -$165.0 $165.0 +$825.0
ColumMN NO ..o e 12 13 14 15 16 17 18 19 20

whﬁre the p?sr ve a%re ate interim haircut ~ and.ne atéve aggregate jnterjm naircuts The categoryB 45-135 days) ofthe market value
Is the sum of all posi %ftrmm%mae netrm lat (% SItIon mterrm arrc tIs of the position, $24.68 million X 0.12%=
Bl el s SRl T g, Sl i S
L P t s st
%j ei] SSit0 % 2‘3% el ntracts on underlkfmg Securty is about75m0nthsh this

EE

haircut s entered in row C (4.5-9 mont

rosrslmutuarlerguan m%ravtveaor B The utd?enss %)ur ills with a closin rrceo

g(i 0 soflfS et rfortr 5(00 dnn 10 I the Th ut & coptrac}smaturgeqn arc % mat“”“é clateDgorg forclogvtentronal stecurrtres)
smaller o t e absalute values and t T ﬁmar ﬁtvaue? the 25 contracts 1s $24.68 ? cde to Position e aroHno Ne h
ositive and i atrve Ve e ate Interim. million. The gross Lrturies and forwar mmediate Position Interim Haircuts wit
2Ircuts arf siton ninterim.  interim hairglt is. calcu Tl y akin 012%  Gross Futures and Options Interim Haircuts,”
aircut (column 2% the Sum of the positive  (the net position haircut factor for maturity as follows:

Schedule D.—Consolidation of Net Inmediate Position Interim Haircuts With Gross Futures and Options Interim

Haircuts

[Dollar amounts in millions]

Net Gross interim haircuts Aggregate interim Residual
immediate . haircuts Futures and qition
Maturity category Fr)gtseltrlr(r?r? Futures and forward Options ocr))ftfrggts ri]n.teriT
haircuts 4- - portions (+) arcuts
i AN O B © B O R G SR (+1)
C 135 days-9 MN.....ccocveveiiiinieeneeee e -$130.0 +%$29.6 +$29.6 -$139.0 $29.6 -$100.4

ColUMN Nouoiiiiiiiiie e 12 13 14 15 16 17 18 19 20
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Whﬁre the p?3| ive aqure ate. |nter halrcut

1S the sum of al[ posi tI

0sjtion, gross TUtyres an orwar %nd [?ross

tions interim haircuts in cat eﬁorIy a
cut. |ste

thie nerat Ve agﬂreeate interim i
sum of ail negative'net | ¢ positign,
options

[t el g ol
and %et(ﬁortl n{column glste
ute values and

?g 10 so
sma ro
Eosmve an n atlve a%qre ate mtenm

alrcuts ar‘ sm?n Interim.
alreut gco umn 2 |st e Sum of the positive
an tévea 9ate|ntenm Ralrcuts he
net Lm Iat nlntfrm)f arcal
carne er 6 nbco 8 % ]u
xamg ctober ImA’s
1 neIBy osition cqntains, 1n additio 8
g pos[tions given In Examples 1 throug
urc uto tl co tracts on .
asur res. The 0 tlons explre*

ave an ex rCise price 0
94% eclosmg premium on these options

for Ockober 311s.90.19. The mte hm haircut on
urc gutlsthe esser of the market

¥ ue of the Option dcontracts or the rosa

ut res an f(Nwar interim haircuton t

underl mg hill futures contracts, The market

valye Rptlon contracts és found b

h‘httépt é”t%ta g”em'l* 2 biin el‘&%ﬁearr Vi
ut res con % OOLX$ |II|on
[on or$475.th

rH san T e ross
ut res an orward Interim alrcui
underl %Jres conﬂactwa cy ated in
xampl 53 thousan emtenm
a|rc ont urchased Hts is equal to
%negatlveo t g ess r of these two values,
tousn |s alrcut |saentere as
follows on Schedule D, “Consolidation ofNet
[mmediate Position Interim Haircuts with
Gross Futures and Options Interim Haircuts,”
In row C (4.5-9 month maturity category for
cogventlon% ?ecuntles as were the
underlying bill futures Contracts:

Schedule D.—Consolidation of Net Imnmediate Position Interim Haircuts with

Gross Futures and Options Interim Haircuts

[In thousands of dollars]

Net Gross interim haircuts Aggregate Futures  Residual
immedi- interim haircuts  options position
ate Futures & Options offset interim
Maturity position forward portions  haircuts
category ri]ngerim
aircuts )
@ o O 0 DL
(+7-)
C 135 days-9
MmN, -130.0 +29.6 -29.6 +29.6 -159.6 29.6 -130.0
Column No......... 12 13 14 15 16 17 18 19 20
Wh re the posifive aggregate interi halrcut The interim haircut on a purchased
ISt gsum 0? ] OSI?RI %”I medm te rztheﬁessero e market Vgﬂle 0%?1
osjtion, ross tures and forwar %nd[%;ross opt|on contracts orthe net| me(l ?
tions I enm halrcuts In cateﬁorry BOSI&IOH hnterlm halrcnt onthe un era/lng
the nega vea re ate mten alrcut is the onds. T va ueo heo 10
Sum ofa ? netl ate OSltlQn contracts |5 un mu t|
%OSS }[]UI'GS an orward, ig] ﬂFOfSS options remlu Xr ebondtmes
tenm *rcutm categor t es and etot rv ue
options ot gBrnP cofiin 115 bl § 4m| |,0
élerot solute va ueso nep Gsitiv ||0 ousan enet

fl ea% %ale mterlﬁn alrc IS dan
[€S rﬁO IY? Interim alrcut calumn
IS the su the posifiv an ne IIVE
E:e ate |nter|m haircuss. The net mmediate

Ition ?te ?rn ha rgut |s carried over from
xam 6n ctober 31,19 gflrmAs
opnetoy monc fains, in ainow
ﬂbe 0S|l n |v n In.Examples { throug
Dkt sh )
tlons explrel gecer’f R awe an
e%plsegg 9[ £ CAS pprnceo

e closing premium on
these options %0r0ctober3l s$ 18(in

or
im |ate os| 1on Interim hair uton h
(TerfrJ (ti 15, found by t 60%
ten s|t|on aircut fa cor or atunty
ate 530 rh/ Eh rconv n}tlonal
ecu |t| arke aueo t eposlhon
00% X Qr 957815 100 $191.8
thou an mtenm aIre t(int ese

Pv%cvzfues % ls | egusartht % ser ofthese

F alreut |
entered on ScheduIeD onsolidation.of Net
Immediate Position Interim Haircuts with
(ross Futures Snd Options Interim Halrfuts
inrow H (15-30 year maturit catesgory or

conventional securities), as follow

W

5683
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Schedule D.—Consolidation of Net Immediate Position Interim Haircuts with

Gross Futures and Options Interim Haircuts

[In thousands of dollars]

Net Gross interim haircuts Aggregate .
immediate interim haircuts thtttir c?r?s& Rgzliggﬂl
Maturity position  ruiures a upuons gffset ’?nterim
category interim forward i haircuts
haircuts (+) (-) portions
(+1-) +) () (+) () (+) (+17-)
H 15-30 yr. (9-
12 YF) e +2,500.0 +91.3 +2,591.3 0.0 0.0 +2,591.3
Column No........ 12 13 14 15 16 17 18 19 20

where the positive agzgregate interim haircut
is the sum of all positive net immediate
posjtion, gross futyres and forward, and r%;ross
options interim haircuts in cateﬁoryH and
the ne?attve ag?regate Interim Raircut is the
sum of all negative net immediate position,
gross futures and forward, and 1qross options
interim haircugs in categor he futures
and gptions offset portton column 19) 15 the
smaller of the absolute values of the positive
and negative aggregate interim haircuts, and
the resideual position inferim hajrcut (olumn
20) Is the sum'of the positive and negative
%%regate interim haircus. The net immediate
1tion Interim haircut Is carried over from
column 12 of Schedule C.

Example (12? To calculate the total futures
ang options ofrset haircut, the futures and
options offset haircut factor of 20 Per cent s
multiplied by the sum of all the futures and
options offset portions whtch have been
entered in column 19, This calculation would
be entered on Schedule D, “Consolidation of

Net Immediate Position Interim Haircuts with
Gross, Futures and Options Interim Haircuts,
as follows:

Schedule D.—Consolidation of Net
Immediate Position Interim Haircuts
With Gross Futures and Options
Interim Haircuts

[In thousands of dollars]

Futures & Residual

_ options position
Maturity category offset interim
portions haircuts
(+) (+17-)
Ao-24 days.......cooeenee 0.0 0.0
45-134 days............ 0.0 + 180.0
C 135 days-9 mn........ 29.6 -130.0
D9-18 mMNn......cceenee 0.0 0.0
0.0 + 165.0
0.0 - 220.0
0.0 -990.0
- - . +2,591.3
1(12-21 Yr) e 0.0 -3,487.5
J (over 21 yr.).............. 0.0 0.0
MB mortgage-backed
SECUNtY.....cccovvrrennne 165.0 +825.0

Schedule D.—Consolidation of Net
Immediate Position Interim Haircuts
With Gross Futures and Options
Interim Haircuts—Continued

[In thousands of dollars]

Futures & Residual

options position
Maturity category offset interim
portions haircuts
(+) (+/-)
AR adjustable rate
mortgage-backed.... 0.0 - 220.0
Total futures
and options
offset
portion........... 194.6
Factor (percent).......... X20
Total futures
and options
offset
haircut........... 38.92
Column NO......cccevrunene 19 20,
Schedule E

i] Sc ed e Eisused fo
ca cu at t d |sa owance aircuts,
the net r u ition Interim haircuts, the
total 1sallowance hajrcut, ang the
resid ua et 0s1fion haircut. The residual
Eosmon mtﬁ rrH aircut Oer(a? c%te%orx IS

FalloE Tofward om o0 9 trmtt
osmons |venn xamples. 1 through
ate orles an F,W|t re5| ua 0 |t|o
mt |rcuts of +$1

usand, are |rsto et eavmga
ntntertm atrcu of

1 resottng e?r?m +$165.0 thousand +
— 30 tﬁandftn%at orqu nda
edgtn% isallowance utof f
hs i
?ugt 'ﬁ etween categorheg Gan& h
residua OSIAIO mts aircuts of —
thousanétp 2591 3 thousand, leayi
net res uaL osition. interim hatrcu o

e& i détsa g el e
t of these

a?cu thF\n e Orge recgre red$un rows £
SR DT E g o o

anaHo per cent disal owance

cHatgaor of S

Federal Registeir / ¥ol. 52, No. 36-37 / Wednesday, February 25, 1987 / Proposed Rules

owance Haircuts

Haircuts Across Categortes

OW

Dlsaeredule E “Calculatt%n of

Schedule E —Calculation of Hedging

Disallowance Haircuts When Net-

ting Haircuts Across Categories

[In thousands of dollars]

Maturity
category

Column No...

IS&

h ermitt
etween which 30%Hh
ermitted are, offset.
airings at t
cateqories Ba&d

Eate or
eve§ ftgt
resiqua

[)em ?
e qffset, Cate
osition hairc

Egalnstc te
Ireut o %

0s

E “Calculat

Haircuts w len
Categories,” as

[ii%With G0

OI;M)aITS

osition [nterjm
osItion Interim

lﬂor}/Bsgeﬂ
120

(ﬁSI ual mclog |(r)trter§n
|stéﬁoyvac aPr tI a$
caegg B/e sho

20 % disallowance

Residual

position  Hedging

interim  disallow-
haircuts ance

(+1/-) haircuts
(+)

+ 165.0 33.0

- 220.0 0.0

-990.0 198.0

. +2,591.3 0.0
20 21

flsind

%ﬂ%%'r?é‘ﬁ canng

i

Net
residual
position

interim
haircuts

(+/1-)

+ 1,601,
22

rrhpltevtvtggno\&%ﬁ e%ﬁ/q hedging
mca(tesg (i Ies?nce is
%30%/0 gtsalfowance

C contain
aireuts or net
|cttts which can-
interim
Is offset
osmon Interim

o

’Fo tttn H Ircuts across

3

he results ot IS C l* thﬂ
wn }n [0 S 0f Schedule
fion of Hedg IS& owance

Schedule E.—Calculation of Hedging

Disallowance Haircuts When Net-

ting Haircuts Across Categories

[In thousands of dollars]

Maturity
category

B 45-134

. -130.0

20 % disallowance

Residual

position Hedging
interim  disallow-
haircuts ance
(+/-) haircuts

(+)

.. +180.0 0.0

39.0

Net

residual
position

interim

haircuts

(+/-)

+50.

0

0

.0
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Schedule E.—Calculation of Hedging

or net residual Posmon interim_haircuts
WhICh can eofset Cate or anet residual
N A c _ tenm osition alrcuto (l} Tsan IS
ting Haircuts Across Categories— setaamstcatfegr%gMBsrey 51 osmon
Continued Interim naircut qf +$825 th o$san

net residual position interim hairclt o +

dlalonapts e ofsanﬂhéuseand”%

Disallowance Haircuts When Net-

tin thousands of dollars]

20% disallowance  cateqory F. The second 0 stat hhe 40% level
Residual _ Net  IShetwgen cateﬂonesH ?re the net
- position  Hedging X

Maturity ition  Hed residual TESI0UR dposmo interim haircut of + g13

category interim - disallow-  iiion thousar] In category H is offset againgt t
rge:r;:tl;ls ponce . interim  [esidua ({)osmon interim alrcuto $348?
() haircuts thosan mcateﬂor II? anet residua

<+/-) Posmon ntermtt alfcut 0 g
In category | an In

Column No....... 20 23 24 Jtséﬁowance?t 0 t%o? Etﬁese C%at‘sglajnétnlonns

Catfﬁ e shown i |nr0Ws
St?h g e E, “Calculation

i fthe ermissihle category pairings gt
mé J)O? disal owan tieve gteg P & na Disallowance Halrcuts W?te,, Hﬁ
contain residual position Intérim haricuts ~ Haircuts Across Categories,” as follows:

Schedule E.—Calculation of Hedging Disallowance Haircuts When Netting

H. The results o
t{ ,&n

Haircuts Across Categories

[In thousands of dollars]

20% 40% disallowance
Residual disallow-
position ance—Net Net residual
Maturity category interim Position Hedging position
haircuts Interim disallowance interim
(+/-) Haircuts haircuts (+)e haircuts
(+17-) (+/-)
F 3.5-7.S YI. (3-5.5 YIS.)orrvrrrccrrrrn. - 2200 -55.0 22.0 88
H 15-30 yr. (9-12 yr) ...................... +2,591.3 + 1,601. 64Q. .
1 (1221 YE)eeooeee e -3,487.5 gg gg - 1,886.2
MB mortgage backed security......... +825.0 : . +770.0
Column NO......ooieiieeee e 20 22 25 26
[iv] Calculation of the total hed%mq Schedule E.—Calculation of
disallowange haircut and the residual net

Hedging Disallowance Haircuts
When Netting Haircuts Across
Categories—Continued

position hajrcut is shown in Schedule E in the
last two columns, “Hedging Disallowance
Haircuts” and “Qualified Netting [nterim
Halrcuts,” where the hedgm? disallowance
haircut and the qualified netting intenim
halrcut for each category are entered as

[In thousands of dollars]

follows: Hedaing iy
. isallow- -
Schedule E.—Calculation of Maturity category ance [‘rﬁtet;?n%
Hedging Disallowance Haircuts haircuts  pajrcuts
When Netting Haircuts Across +)
Cat i (+) +
ategories D 9-18 MN.ecoerorrrerrreen 0.0 0.0
[In thousands of dollars] E 1.5-35 Yl 33.0 0.0
(1.5-3 yr) 00
. Quali- F3.S-75 yrann. 22.0 .
rledding  ied (3-5.5 yr)
Maturity category ance netting G 7.5-15 Yl 198.0 0.0
hairo interim (5.5-9 yr)
uts hai
AINCULS  H 15-30 Yr.ocieieeiieanae 640.5 0.0
(9-12 yr)
(+) (+) 1(12-21 YE)eoeeeeeeeeeeenne 00 18862
A 0-44 days......cccecuveuenne 0.0 0.0 J(OVer 21 yYr)ennnn. 0.0 0.0
B 45-134 days................. 0.0 50.0  MB mortgage-backed
C 135 days-9 mn............. 39.0 0.0 SECUNtY...cooveveverererrane, 0.0 770.0

5685

Schedule

Hedging Disallowance Haircuts

E.—Calculation of

When Netting Haircuts Across
Categories—Continued

[In thousands of dollars]

Hedging %?;Iii'
Maturi disallow- -
aturity category ance netting
. interim
haircuts haircuts
) (+) (+)
AR adjustable rate
mortgage-backed........ 0.0 220.0
Total hedging
disallowance
haircut............... 932.5
Residual net position
haircut........ccocevevveneneen. 2,926.2
Column NO......cccveeerenne 27 28
Schedule A

Example (14). On Schedule A ha|rcuts
from Schedules C through E and liquid
capital are entered, and’the cap|ta| -t0-
ris ratlo Is calculated. On October 31

Firm A has total ownership eqwtg
of $10.185.8 thousand and subordinate
fabilites. 0f$2,000.0 thousand, of which

003 thousand are non-allowable, or
illiquid, assets These 8mounts with
various deductions and credits give firm
A liquid capital of $11,335.7 thousand.
With one of its customers who Is not
firmA'’s Brmmpa clearing bank or
clearing broker, firm A has a net credit
exposure, 0t $1,780.4 thousand, This 1s in
excess of 15 percent of firm A’s liquid
capital of $11,335.7 thousand, so a
concentration of credit halrcut 0f $20
thousanngs found bg multi go ying ttgeA
excess ousan ercen
cre§|t V0|atlﬁlt halrcut 0f $225 thousand
IS found by muIt||p %Inﬂ the larger of the

mone

qualifying’lo 8 market
gosmons $150 million, m percent,
Ince the $40 million co merual paper

Rosmon Is rated in one of the four
nest rating categories by two
nationall reco nlzed statlst|cal ratlng
orgamza lons, It has a haircut of 2ox
%4 million=$8 00 thousand according to
EC Rule 15c3 |. The haircuts and the
elements making UP liquid capital are
entered on Schedule A, “Liquid Capital
Re?uwement Summary Computation,”
as follows:
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Schedule A—Liquid Capital Re-
quirement Summary Computa-
tion

[In thousands of dollars]

1. Liquid capitalt ......ccooevvivrieiiens 11,335.7
2. Haircuts on security and financ-

ing positions including contrac-

tual commitments:

a. Total governments offset

portion haircut (Schedule C).... 210.0
b. Total futures and options

offset haircut (Schedule D)...... 38.9
c. Total hedging disallowance

haircut (Schedule E)................. 932.5
d. Residual net position haircut

(Schedule E)......cccoveeevvrrerenneen 2,926.2
e. Other securities haircut (use

SEC factors).......ccceeevvveenveninne 800.0

3. Haircuts on credit exposure:
a. Concentration of credit hair-

CUL. it s 20.0

b. Credit volatility haircut............. 225.0

4. Total haircuts (lines 2+3)........... 5,152.6
5. Capital-to-risk ratio (line 1/line

A) e 2.2:1

1ldentical to the amount reported on line
3640 of the Report on Finances and Oper-
ations of Government Securities Brokers and
Dealers, Form G-405.

A completed set of the remaining
schedules, using,firm A’s Bvosmons from
the examples above, follows.

BILUNG CODE 4E10-25-K1



Schedule B
Calculatgon of. Net ImmEd|ate Positions in

ec UI'I IeS Bhlon SlanClngS
N Ne
Maa Lo 37””@%0 2l Eﬁcs;””“es POS'&'{%’é‘r f’ntaig?negcwts'iﬁciﬁ?d g{ffc}ns Hﬁsﬁug”

@ %—44 gagg -100 Q -10@ g @ @
- yS +150 11 §
W, © o 5 ° 3 § o

E 15—3?50 ear +?Q +?g % 8 +1 E

: ;gﬂﬁ% 0 30 -0 0 0 F

6 é@%ﬁﬁ 30 0 -0 0 30 6

H '-%2; cars) 50 50 0 0 B H

! %x%?%h 45 0 5 0 5

; ”ﬁeﬁ%é%fﬁié& I R A

Colura N|Mtber 1 2 4 5 6

(1+3) (H)  (Noke 1) (5%)
ard o Sch@d
Note Is s por 1on qumn7 IS the smad IusrarssS
i eca or| s(?r?
N |n N
F §egeroc gﬁn n#rugnents are P reateS methg sgmlgen%r?r?eer asa etre%s?,ruments year
way cons:e q 1 to

pro |de B%IS re fmancmgs WhICh provide securities to a broker or dealer? short financings are those which

aIs

e Igna ae o contam curity SWI atur|t es greater
he fo%h? w 6] nate r|t|es’E Lﬂ [X i ﬁe at it ? gnat |og ohgar-
aturities o zero- % ﬁ Ea cﬁr (SQ |
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0.0000
+0.1800
-0.1300

0.0000
+0.1650

-0.2200
-0.9900
+2.5000

-3.4875
0.0000

+0.9900
-0.2200

i)

Schedule C
CoRIES N B i e
. Net Irrroediate Posn ons
E[letturlty go ernm?nts Offset Portion l_[t
ategory 1/ mounis Factors Haircuts  $ Amounts Factors 9 S
et 0o ER )
A 0-44 days 0 None  0.0000 -100 None
B 45-134 days 0 0.0005  0.0000 {0 00012
C 138 gt%ﬁs 25 0.0008  0.0200 -65 0.0020
D 9-18 months 5 0.0020  0.1000 0  0.0045
E , , + 0.0110
%155335 getrtsr)s 0 0.0050  0.0000 15
F %355755 %e?srf 20 0.0045  0.0900 -10 0.0220
G ZS.B-B %gtg) 0 0.0090  0.0000 30 0.0330
H %ﬁg yggtg) 0 0.0155  0.0000 +50  0.0500
I (12-21 years) 0 0.0150  0.0000 -45 0.0775
] (2L Vyears and 0 0.0210  0.0000 0 01125
over)

MB mortgage-backed 0 0.0090  0.0000 30 0.0330
m a%&éggéeb ggltg d 0 0.0050  0.0000 -20 0.0110

Total Governments Offset Portion Haircut $ 0.2100
Column Number (No7te ) (_}%) (No%e )

E”? to v%érﬁtlélgs'%edule Ba (or Schedule E, if no forwards,

Note %f he ca tpeg{tes ar% desi nated in Se% cat 0[8/ cont ins

8 Securities with ma%urlf reae %n the

esign te ma%urlttes P £ss t nt er aturt e3| na |ona

arent eses refer t0 maturities o ze cou on instrumen

fn Bhe cat gé)rY In categorles B , Z€r0-coupon }{t trtF ents

0 e trea § Sk anner% él er tnstrumens year

IS always consl ere

mont



Net Inmediate

Maturity Position Interim  Futures & _ Aggregate Interim  Futures & Options  Residual Position
Category 1/ Haircuts Forward Options aircuts Offset Portions 2/ Interim Haircuts
(+1- TH FT <) (-) FJ FT- "I4T~ e +TT
B 45-134 days +180.0 +1800 B
C 135 days- 130.0 +29.6 -29.6  +29.6  -159.6 29.6 -1300 C
9 months
D 9-18 months 0.0 0.0 D
E 15-35 years +165.0 +165.0 E
£1.5-3 years
F 3.5-7.57years -220.0 2200 F
53-5.5 years
G 7.5-15 years -990.0 9900 G
55.5-9 years
H 95139 years +2500.0 +91.3 +2591.3 0.0 0.0 +2,591.3 H
-12 years
I 12-21yyears) -3487.5 34875 |
J (2 yesars and 0.0 0.0 J
over
MB mortgage-backed +990.0 -165.0 990.0  -165.0 165.0 +825.0 MB
AR adjustable rate -220.0 -220.0 AR
martgage-hacked
Total Futures and Options Offset Portion: $ 194.6
_ Factor: x20%
Total Futures and Options Offset Haircut: § 3892 #
Colurrai Number 12 13 14 15 16 17 18 19 2041
(Note 1) (Note 2)

Schedule D
Consolidation of Net Immediate Position Interim Haircuts
with Gross Futures gnd Options Interim Haircuts
($ thousands)

Gross Interim Haircuts

#  Carry to Schedule A, line 2b.

##  Carry forward to Schedule E.
Note |s Frcan Schedule C
Note 2:  Column 19 is

the smaller of columns 17 and 18,

JI The categories are

designated

in Sec. 402.2(f)(L

. A categor

contains all securities with matyrities greater

than or equal to the lower of the designated ma2urities, but Yess than the

arentheses refer to maturities of zero-coupon instruments to be

higher,

placed in the category.

Maturity designations in
In categories A, B,

ents are to be treated in the same manner as all other inStruments.

A half year

IS always considered

., and D, zero-coupon instrum
I Bd"to be

months.

2/ The total futures and options haircut is calculated fran the total of column 19,

sa|ny pasododd / /86T'Gg Adenugad ‘Aepsaups / L€-9€ 'ON ‘76 JOA [ Jaisifay [edapad

6895



Schedule E
ok e R el
| W DIS&”OWN} 30% Disallow 4% Disallow
EPStée%gi%aA S BS%%%#%%' e Bsaéjln' e BS%%%%%' SN EP “f”('fd
alrlcms ifa_trfuts II-P(alrc)n}s ﬂ]aercuts ”](alrc)n}s ﬂ]agrcuts H]a(n?ms ?—Paeri:uts a|rcus

P{'a telér(;} 21

'GP I |
g ﬁg a days kit e #8 4 8
% o 30%e3r al  me 00 A 0 F
F 575 ear§ -220.0 0.0 -55.0 22.0 0.0 22.0 0.0 F
G %ars -990.0 198.0 0.0 198.0 00 G
H %gy ars) +2,591.3 0.0 +1,601.3 640.5 0.0 640.5 0.0 e
J % lg{earga 1,486.8 0.0 -1886.2 0.0 18862 i
‘)é 0.0 j
8 Dt o g
Jl{gage ac Total Hedging Disallowance Haireuts$ 932.5
Residual Net Position Haircuts$ 2,926.2
Oolura Nutter 0 5 6 i 280
# umn e? E war }\(/)vas egqi }'\dulllen 2I ((jNO ¢2) (No?[e 7). (Note 3)
ote# OI r uIe rwardé fliutes. or options) 0
oe et o two 0 fset In alrg ahre atung bne
ote or gverX ef (fl cLugnnate hereasIr a}] a aﬂ Hg aechfﬁl nangt%? or 28 (but never both).
e ca r| S a? d nate % ? caf%%o con a|ns a I securmﬁ with matunt reater
ua %o he eS| nate rities t aunx PI nt
refe to urﬂﬂes of zer cnu n t umeht m% d f aﬂ e@o |%\
sg ZF -COU r rb gr aed In"the sa manner asal other mstrumen ha f
yéar IS alw ys idere e months

BILLING CODE 4810-25-C

sa|ny pasododd / /801G Arenigad ‘Aepsaupam / L€-9€ ‘ON ‘26 10A [ Jalsifay [eapad
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List of subjects in 17 CFR Chapter IV bflLan s, recorgke r|n and reﬁortlng authorizes t

rQ ers and overhment exem tlon 0 ecY”@é)e'S ?ro?r?rrﬂ?es under
baﬁcfﬁgm% Aceur &%Q}ﬁ&%ﬂkg eeres TROSFI glau tns chJJnfutute dff“ont t o[jtﬁ(ej aFcP gtion o
Déalers’ Federa home aan anks Per chanter, Unless Ifferen slan ards erent classes.
Government securities, Government eruise exﬁt'ﬁ L t a " l}l Although th € approp aate
securIties DrOKers ancidea s ? ovelr MENE SECUTTES reore S BiEkon) 30 5 OEAe
Invelstments Natjonal banks, Savings ears e O e e s or i esed bquitory
ah assoclations, Securﬁles oo ?m | . 35%3} S, ds 1&%”68%58“05126
Bere sons set out in t ecn|on g’ 52\ U} Meactts  p) of the Act o c(a (d |))
N oy O S
er(? % tlon% o proposed to  geverhment gech tigs hrokers and oS onslb ormter Fetation and
be added as stt €10 aovernment e gea ers, except : Do f t erepulahons under this
CHAPTER &V—iREGULATIONS SLMOERTOE  those Who are brokers or dealers apter Wltht e exception of Forms G-
GOVERNMENT SECURITIES ACT ©F 1986 regwtere Ut‘Slﬁ ant to section 15? FIN and G-FI NW é% 491 and 4499 of
SUBCHAPTER A—REGULATIONS UNDER seCtion.19B of the Act or flnaﬂma this chaﬁ;ter W gC are th g
SECTION 15C OF THE SECURITIES Institytions, to register with t res ons the Board of Governors
B Gl o, TR
C orrespondence wi reasury
480— Rules ofGeneraI Application e Iﬁltsfatltlloﬂ are %ogm é%?o%%% (&t Seq. hgermng the regulations, mcu in ling
4 _ Fmamp al Res onsibility res ons! ?e for the mterrt)retatmn of the 3‘%{& ueott %r eeem "°Q5|§ta°n“
403n—d Prlotectlon of Customer-Securities dt’(i[]elttloﬂs OBVO\r/retrrthnr]ﬁstcse%etsle 2l e ' e Hetarty (Fed eraFF %nceg De%armtent
402 BFéecorng(eepmg and Preservation of an ofﬁt regu atlons at%iJ 15Ca2~ Washln %Sﬁ‘;rh gam g %3 Iltljl o,
envelope and the ocuments ou
21103 Re orts andAudlt JE Se(%“% 1% S])()é (1) of the Acﬁl gromi entl state ‘Goyernment
%ctlon 15¢ of the 0- g $ requires ecuritjes est Three copies
Securmes Exc ange Act of 1934 overnmelntsec ritie R lers or dealers s ou[ L J)mv“f%of engthy
SUBCHAPTER B—REGULATIONS UNDER e%tﬁearrse t%SnootrlegI%heer%omrr%jsesrlsoﬁrofthe|r documents and exnipits.
TITLE SOF THE GOVERNMMENT Status as overhmentsecuntles Dbrokers  §400.3 O@sTQS@a

SECURITIES ACT OF 1986
UnIess o erW|se explicitly provided,

et RB?GS'SFS ke 3ot e
450— Custodial Holdings of Government in this subchapter:

Securities by Deposnogylnstltuhons {dgrgeﬁtl'r%'; agé }aﬁ rtosfetcur?{les ) anACet \Mea fgtsrlte Sgcsutgltt 15
SUBCHAPTER A—REGULATIONS UNDER roci(ers or dealle sth are nanc|a USC ¢ ap ter 2B, a5 a ended
SECTION 15C OF THE SECURITIES |n3t|}ut|0n5 to notif ﬁgropnate b) A ro riate re ulatorya ency
EXCHANGE ACT OF 1934 reg ator ency, SEJe d in section h 2 ,ﬁ anin seto tln SeCtlg
PARTA0-RULES@FGENERAL  JiElNSIT] OF stsaltjug C. 3§ag1 t?e

PPLICATION 13C exce t at the

8 ment fecurltles rok ers or a r|a saulatbry agency for an
il ealers, | Prmo notice, Form G-FIN, Rﬂt Insured by e Eoderal Savings

19 eofreg \on? IS at § 44 this chapter Forms are and I\fo nl ns che Corporat|on| ?n all
e of efesp orregulatto avallable from the appropriate caseste Sliral Home Lban Bank

ling 0 ol eiless o Eempmons regulatory agency. nd it respect 0 a financial

é etahons and of ot rmatenals t d a fh a

§400.2 Office responsible for regulations; InS I‘Utlon or wnicnan a&)rog Iate
n Orm n concernin SOC etd filing of requests for exemptions, for re U atOry agency IS not Itly
er50n50 Inanclal In: tl OnS It interpretations and of other materials. gsignate ea(?proprlate regulatory
0 Overnm

secLites ro Ers Or i AR k! Iat onsmth|s chapter are a Cy s the
menamen 3 tg ralg{a |ca on 331 ate § Assistant sgp gi) ‘yComm|sswn” or “SEC” means the
ut

tary
egistration an ZD mes ic Fi ursuant oaC K Secuirities and Exchange Commission;
40069%5%‘69(:“9%&?@5 e {,gfegfg% a5 [2gation o authort e 1 De5|?nated examinin authonts/

Secr tar oft eTrea ur The offce ‘Exam Authority” means
OV h%h“&% fﬁglf{ﬁtﬁ%%bmkemr ealer ?Ponsliv)e forth eregu)éttons IS the Int e Cas ogareg|s eery % ern
uthority: Sec. 101 Pub. L. 99-571.100 Stat, teDeguty ssmtantSecretary securmes roker or dealerthat belongs
32A9t1§ %é 1] ' Federal l) Sy ne self-requlatory. organizatign
_ Zb 8155 ectign 15C(a)(4) of the Act (15 such elf- regu atory organization, an
§460.1. Se@p® Cf regulation®. US.C. 78 gzt authonzesthe in the case of 4 registered
E) Title 1 of the Government Secretary toe t(f Wovernment vernmentsecunhes roker or dealer
Securities Actot1986 (Pub. L. 99-571, securities broker or dealer or class at pelongs to more than one selt-
100 Stat. 32082a ends the Secunt thereof from th erequwements of re uator or anization, the, self-
Exchange Act of 1934 (48 Stat. 881- 905 reg|strat|on orre uat|ons romu%ated re uator organization designated by
15U.S. cha ter 2B) 1on th ission pursuant to'section

section 15C, uthonmhgqtht )Sbgrgtarm%f d{g ech?

addiion, sec
the Treasur}/ to promulgate requ %t\o S 8;?3 growdes?orclass|f|cat|on entdt)yov(/}ter/egtﬁt% ﬁtg f(Y)%Q a}%Itrhe
concerning siDl

nanica I'GSPO (& ég/ B {Lg ove[nment E)UCE reglstere government SeCUFItIeS
protection”of customer secufrities an CUFIIIES rokers or dealers and roker Or dealer;
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(e) “Financial rnstrtutron”

meanin set out In sectr n3 §46 of the

ACt 15t do snotarngleudeaa] subs lterrm
afi \ecaytl% r?F an Institution descrrbe% Vn
f) Government securities broker”

; o th”'”r@csef o Do 13

a ex licitl mc‘ (ltes not only

registered government secyrities
r kers, hut also, regrstered brokers and

cial Institution
g Government securities dealer”
ha he meaning set out in section

i) %pfthe ot (19U, fica)4)
registere

dprtl Includes not only
overnment securities
pealers but also. regrstered dealers and
Inancial institution

“Government Securities” has th
mea |n set outrngect>pn3 a)(42) of the

g“Re Jist eg(h ﬁ<e or dealer”

means a er or dealer registered

ursuan to sectron 15 or section 158 of
. 180, 180~4));

9 'g governmen securities
broker or dealer”"me ?a overnment
securities broker or dealer reqistere
purs ant to section 15C I of the

15USC. 780- S(Sa?1
resaesﬁretar Secretary of

I)D“ reasur ”o “Department” means
the epartment of the Treasury.

§400.4 information eoneemSng
associated persons of financial institutions
that are government securities brokers or
dealers. d f
associated person of a
frnahcraf stitution tha[t)rs a government
securrtres broker or dealer that Is.not

em nt to,Part 401 of this
hper sH ?F? ith ucﬂ frnancral
stttronah ng]p ete orm N4
c pvter uness such
erson has on file with such financial
nstrtutron acompete an curr nt
m romugae y ase
regu atory Qrganization o Form MS?4
[(eﬂ]ur rassomae sonso
crpa securities eaersg
Lo dt e extent an |n ormatr n
furnisned by an assoc erson
ursuant to paragraph a o this section
including in ormatl)on aFormU-4 or
orm MSD-4) Is or becomes rﬂaterrally
maccurate 0 mcomp ?te suc
assoclated person shall promptlty furnish
In writing to such financial institytion, In
a for acce table to the a]pproprratI

atory agency for such financia
|n?t|tut|o a statement correcting such

matloH

For t eBurp%se of verif |n the
mation furnished by an ? ﬁ
person pursuant to paragraph this

Qvern ent securities broker
1al institution

ociated ers n
ears concerm

Institution nat exempt rom t
urﬁuant to Part 401 of this chapter

(1) hin 1
G

b of thrs section;”an

SJJ thr?t) aEtpays after

F|Ie Wrth the
ter matron of the stat

unlesst efrna
required to an
Form MSD hwit respect to such

1) For the pur 08€s ofthrs part

ammU5m

nment securiti

B) Financial advrsory or consultant

ervices for issuers in connection.with

f overnment securifies;
rrnvestmenta vice,

era economrc information

conne '[IOI’] Wit

ub Ic |nvesto

tIvitles de cr
bl v L
ac IVItIGS In a.super I

). Processing and cle
activities with respect to government

B) Maintenance of records involvin
(?/a)%f th?1 :th v)rtres described In this .

( Drrectors and senior officers of the
incial |nst|tut|on Who may f

reIate fo the
overnmentsecurrtres srness ar not
onsidered to be “d
w?s described 1N thi

Every.notice and form filed
ut uant to thlrs sectron shall constrtute

report” within th
sectre ns 15,15C anoe 32 a) ?ghe Act (15
US.C. 780, 780-5, 78ff(a)).

§400.5 Amendments to application for
registration and to notice of status as a
§O©vernment securities broker or dealer.

(a) (1) If the information contarned in
any application for registration as a
over ent Eecurrtres broker or eaIer
other than t est ements re uired
250.15Caz- |s tit e?nor nané/
ftmen ment t erﬁto hecomes InacCurate
or any reason, the reg |stere
g F riment securrtres br?]ker or dealer
halfrewrthm 30 dag erea teran
ahmen dment on Form g
this title) correcting such nformatron in
accor ance with the instructions

pr te therein.

2) Ifthe information contarned inany

notice of status as a overnmen

securities broker or deal er filed bX

re |stered rrf]keror ealer, or In any
endment t erﬁto ecomeé Bna curate

ﬁ"ea?”rvsh 2l wuﬁeﬂ'“;&ays o

men dment on Form BDﬂ 249501 of
this title g ?]corre ting such

""?C(’r herein.
[

P ?b IFt e Information contained in any
notl eofstat sasa overn gtb
?ecurrtres bro er or eaer 24
hnancra institution, or an a ment
thereto ecpmes Inaceurate 1o ahng
reason t e |nanc|a mstrtutrons [ file
within 8 gs an men on Form
G-FIN (§ 44 }lsca ter
correcting such information, |
accor ance wrth the instructions

r
P ‘Ever a endmentfrled pursuant to
th | sec shall con trtutea re ort”
WI In f emeanrng N sectlons

78?f(23} of the

8400.6 Notice of withdrawal from
business as a government securities broker
or dealer by a financial institution.
(a) Whenever a financial instjtution
Hn overnmentsecurrtres roker or
eaert trs not exempt from the notice
require ﬁof§4005 pursuant to Part
401 of this chapter, ceases to act as a
overnment secuntres broker or dealer,
? file with the appro rrate
% atory agency notic
cessation on For § 4920f
this chapter) In accordance with the
Instructions contained therein.
cept as.provided.in para%raph
Fc) of this section, a notice th
inancial institution has ea ed to act as
a government securities broker or dealer
shall become effective for aII purposes

nformation, in
ce with the instructions

1
15U.S.C. 780, 780-
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on hhe 60th da Jaﬂerthe f|||n%thereof ualified i |ss ing or paying agents or the of Act ?USC 780- (S) SR) (tdQ?
wit n agd) pHate requla 8 3/ %ncgl reasur 0S tang %IOH nd the requlations of this sub
OI’WIt In such short ﬁerlo ftime as overn entsecuntles are |m|e to ss tats as a government sec rities
tea}p roéprlate regu ory agency (l]ese tran?]achons and suc Bt
nf activities that are exempte EJ oldmlg Ltselfout as a government
then tice described in egulations under this subchapte shall rities broker or interdedler broker;
rarp Eofthls section Is filed with [) mot from e rov|s|on Fecu n or
ea% optl regul %rya ency any 15CC (B the Act Lf}SUSC H Activel sohcmn? Purchases or
tlmeatert ateo e|ss anceofa 78 b% d)and the requlatios of f government securitles on an
notuie ororderb the aﬂ ropriate this subchapter For the urgoses of this a enCX asls;
rer léeaetr enc{amsht secf ion sect ion, tehae tserénr? lsJar\]/||tr? Stt tessengmtg " f|n%né:é?ln|nst|tut|onesrrr1]%|]|ep]?t be
url | v
Ff 53\3 L{t eAct (15US.C, §780- ofo fered rhe T%asurygfndﬁglng af segurlt?esqbrokergv h?ngt e meaning of
R L DY T L A
i) Effects fewer than overnmen
gggﬂmlgg go eerrt(hre &Yﬁ{”’ﬂﬁﬂt such United States Savings Stamps Sﬁcur|t|es brokerage transa r§1 %Jther
no“ce t% BP nae regg ator% _§40_1.1_ Exemption fo.r depository Bra%{rzangggtlggrs O?Scrlbe 011
enc¥ HnSt't Yaa' A St e e amore for murahnoe o g i) Effects aII such transactio ither
eCtlonl?/ 3 H Ce pursua ttO original issue of United States Treasury than transactions éescr 8 58
% 7805 c? S £ enot|ce sha securltles or401.2 gursuant toacontractual or
0 ee echve Ursuant to paragraph tot ere uwements of other arr tr;ementwnhagovernment
?@ this sectio atsurhth upon {b oft |55ﬁ|on a igcusrtn}e%b okerﬁ{ %eglecrtlghnat ®
th erms an conditions s e rﬁ? St't““(t’”t 4t submifs I ) 01 he Act (5. U C. 780-
apE)ro rate re%u ator%/a gency deems eﬁ s e e e oy Sa& )grthat has filed nqtice 0f Its
interest for the ro echon ofmvestors SEC ”“95 fort eaccounto customers stallls s a governmen securl 165 Droker
d) Every notlce filed pursuant o this 91 & fully disclosed basis, whose OL deait rspant o sectio
“on shall ¢ nshtuteg “renort” within trar]sact O(PS |n&10vernment Securities 1 % I eofthe Act (15U.S.C. 780-
fomo i loftyd " S bt ool BIENIE g
%ﬁ?% the'Act (15 USC. 780 7o, exem ted by regy dfation Under ghs Wiich e fransactn ng goveren
Sl#O\Cnsﬁ1 h%rosfhsaelct?gne)fgrgé) S ffgmahhﬁ d) ggg””“lgg Eg?\llﬁ%reg rOneoreorﬁwthII ; gFmses
PART 401—EXEMPTIONS it J] Ac 1?USC 78 ag) ék) ([35 of t tfmanmal institution, provP
481811 Exemption for organizations handling t ere uations ijt o Sjbd ap tht
angactions In Uit Saes Saving pa %rage egx mPth)lrs] SEction & a{\r}allable 2|T|Qe g e SQE
4012 Exemption for deposi ory institutigns Y10 d 05|t0 institution that entlf[ das the person perfsormlng the
that DML tender ?orthe Account of gees t0 ¢0 Ee/ ith the regulations of  seeurites SETVices;
St T purchase of ofitl asue P Zt 15 tha g}er concerning Financial institution employee
ﬁJmte tat$ reasur secﬂhhes custodial holdings 0T government e@grm only cerlcaﬁ and mPsterlalS
Xemgtlon 0 r]anCI Institutions SecurItIeS unc“ons n Connec“onw Ovemment
that are engaged in limited government ¢) For the pur oges of this section, \ J
b m,es%gr Qiera 6 aCHIVItiES i t ﬁt ; S secu[mes transactions unless such
°“§v BT s S e S e
Sty ofepurchase and  section 19 315& he.radera), registered represen%atlves ot 1

f
pyse b

CIITES consst
j Jrevers%rg Lrease Transections gei)eg\heda Ll qes t%;& eﬁgnanﬁégngn Emnsearc(t)lrngega?vernmentsecur|t|es

Xemption orporate credlt unions

ransacting.[jmited government securiti NCy or Qr
g M e JveAment securltis Atom fg?lend% g com an wned no&cr)egé?\?engloarlnlnesrﬁg[gﬁlgﬁfemployees do
A§u honhé éec 101, Pyh. L. 99-571, 100 Stat.  or control 3 b %gn as such overnment securities activities other
0 15 US C o5t ), ternslareA%lh 97'5' g b”ﬁegg%%”%z o clerical of minictertal funcuons
§401.1 Exemption for organizations Ea Q% ctorl u uniess SUCh emPlO ees are associated
handling transactions in United States Eersons as deflne §400. 4%[) of this
Savings ®@nds. . §401.3 Exemption for tfSnaneia! institution© apteQ orre ISteI’e re resentatives of
An Or anlzatlon that handles United that are engaged in limited government the tra SaCth Ovemm nt securities
St teé vin 5?? gtran_sacnons securltles brokerage activities. broker or dea
Including a qualified Issuin orpaymg 1) Subj ectto the requirements of ggSuc servmes are provided on
gent or an gamzaﬂont Paratqra hg Pft IS section, a financial Inwhich all customers are fu
atcommodates customers or employees  Institution be exempt from the dlsc 0sed otne tran acflng governmient

by forwarding requested transactiohs to  provisions ofSechonsl C(a), (b) and (d)  securities broker or dealer
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Bg NS a government securities
roker which act exclusrvel asan

b Th exem on described in nion as defned 12USC. 1 2{
S this section IS avarlable ||| amem eroft he Natron 0,
Ly ncr |nst|tFt|ont aft aagrrees nrnn Administration Centra Liquidity
orm wrt tereﬂ ations of P acility. undlsclose %entrnthelp hase or
? s chapter co cernlng cust dra (b) The exemp'uon described in sale of overn ent secuyities for a
hodrrrrT?s ofgovernment securities for raph (a) of this section s avarlable re |stere broker or dealer or
onf Bcre |tun|on that agr es o ﬂo ernment securities broker or de ler
s ﬁ&%ttﬁstltt§°ses . ?”tr th the regu a“O””t L0 e @Pc o Tttt
%% tlunron as ?rne in 12USC ho |d”51gcs ng%rvg?HmeerHt'@%Cuuﬁt?esa %ned in § 240, 15c3|o¥thrs title and
(). which does not have ormarntarna%1ry

. i e m UT 402—FINANCIAL overnment securities In Its proprie
§401.4 Exemption for financial institutions
whose government securities dealer RESPONSIBILITY gl‘ Other accounts.

Tg Goveernment securities interdealer

activities consist only ©f repurchase and .(3) |n order to (iua“fgt Or%erate Under
limited reverse repurchase transactions. ]b ||CatOJt (parttor |5te|'(i this Eat['ag[aP é | bvelzn ntl tall
Sub tot ere UIremenP of rokels and alfs ag ancia Securities In er ealer DIOKEr sha ﬁ a
this s ctro |r}]ancral |nst|tut|0r]s effecive G times have and maintain net caplta
nstr tron eexem% o 4022 Caﬁrta req urrementB okrregrstgred defined In §240 15c3 I&){) his title,
E ov(szfrorns Xt; sectnbng b ? g {t]) 280\/ Xr ment securities brokers an Ofn%thrSS arags%s ofthlsnp %T
ndt ere atlonso this 402. endix A—Calculatjon of market securities inter %
terl | ov rnment securities ”3 gﬁCUt g purposes 0” 402.2(g 5(23 ?/)?(? TP deduct ttrom net worth Vi of
) acetslvc;rlesurcrﬁaég]sltr?rdat?rducrar b2 ppendfx C-Modificatjon of Ove”thneec%nstractl\t/lgsu a| atCoh eliver
p y 240 }503 cofthlls title, re atrnﬂ P % cu v
ZTK e and sub onsolidated calgu ations of capftal, for 0ntractw 'C 130 '[5 |n d usrness
esaean subsequent érrposes 4022, days on lon er Su e u trons all
rchase of gover men securities 402.2d_"Appen ||x D—Mod frcat|o n of In reasfe%b exc the c0 tract
u nttoare ur ea reement; 24(% 15¢3-1d fth(Jstrte relating to rice of t a| |vFr over the
ot more tr sactlons per atistactory su gr Ination agreements, arket val ueo eunder Ing securlt
g mvolvrng g rchase and Or pUrposes o 402 LFor rﬁuri)oses of this rPa %% ag
ubseguent résale of government Abu grl}g ée 101 P 100 Stat. a overnmen securrtresr te r
securr IS ursr%grrntetot a reverse 3209 (1 805 t exclud etrr%m Its %% !
|n ebte nss omputation Incente ness
gucjt otﬂer actrvrtres% awe been 34021 Mppheattoo @?ggftto teg'stefed adequatel cofate‘ralrze
te by regulation unaer t oS A ot anc nancia ove nme tsecurrtres outs anding for
SU institutions; effective date. ret an one USIHGSS da and
F)%Pte exem on described in ai)Aptpllc tion ofpart, This part tIset overnment securitjes failed to
861 aq IS SQC’[IOH IS ava”able 1eS 10 dlﬂg Yern ent securities e“ver Otgthe same Issue and quan“t
ncrﬁ |nst|tFt|on th tagrees kers an ea ers, except as In no event may a government secur|¥|es
to orpwwn the requlations of Part 0therwrse provided herein, interd e? erge ? e an
? sfc apter co cernlng CUSt dial g (ﬁ eqgistered brokers or deaIers This  overni %t [)an& oan attriputable othe
CUSO ers 0T government securities ror o elpgr Ota at[orareb Iesc(trte aarlne cfovernmenft securmeﬁ ?a|
hi 1503? ?thrs trtf (Ué OI elive contract or more than one _

§401.5 Exemption for corporal!© credit

SECRule 15¢3-  busingss overnment se urrt es
r&tgrok rt]lno dﬁet?

unions transacting limited government Interdeale nee

1). uct rom
securities Cosines® with ©titer credit %2 FlnanCIaHnStltutIOnS This part net \‘gort the amount b ?
unions. taglp t0a ent. market value o sec r|t es ahed o

&a 1) Sub ect to the requirements of ?ecurltle oker. or ea h at |sg recerve outstan Ing longey than t nty

ra f his sectron cor orate Inancial institytion and that |s subject n ar exce dsthe contract

Bre ﬂ Rro all be exempt 0 the rules an regu ations of its va ueo tbosge tg

ovrsronso sectron 15C (a), (b an d) agﬁroprrate re aor a enc re urrd y 5c E) of
Jw Act ?USC780 gg)g) cerning capital requirements.
and the requlations thereup If 8 overnmentsecurr les interdealer e)Onthea Blrcatron of the
overnme tse urrtres dealer activities  broke ov

overnment securities rnment securities interdealer
e and subsequent Inter ealgr) broker, as.d erhneg 8roker the designated examining

re limited to the sa _
repurchase and the purchase an paragraE)h (d)(2) of this section, ma authority ma ext nd the periods of time
subsequent resale, each pursyant to a elect'not to he subgect to the limita ons Rthrs gara aph 2” it eEermrnes that
repurchase or reverse repurchase oftnls Part 402 bu rather to be su Jec the extension Is warranted 8 se of
agreement, of government securities to urreme s 0 ZI ¢3-1'0 excePtrona circumstances and that the
other credit urifons and such other |s t|t S R exce t government securities interdealer broker
activities as have been exempted by para rap c 0(2)3 ere IS acting In good faith.
re uIatron un er this Part, Eara raB ﬁ% zg a % fthrs () " The Department may, upan written
For the rpur 0S6s ofthrs section, ecl filing suth election in writing PP ication, exempt from the ﬁ visions
Ror te cred nron meansacredrt with Its esrﬂn ted exam|n|n|g auihorrty ? gart erther anondrtro ally oron
union whose membersh |Bconsrss 8overnme t securities interdealer gecr d terms and conditions, a ¥
P” arrglo fother credit unions ermﬁg not revoke such election |stere overnmentsecurrtres oker
deral credit union as erne without the written consent of Its sties the Department

053
S.C. 1752(1), (i) an insured credrt designated examining authority. that ecause of [he special nature of Its
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b mess |ts frnancral osition, and the adgustments to net worth set forth in gvrg Futures forw rls, ando trons on
uar sr} as establ|s ed or the 40.15¢3-1a and § 240.15¢3-Ib of this r mar ket ris |ns
E ctrono customers’ fund sar}] title (Appendices A and B to SEC Rule escrl dinp aradrap é ()J
rtrrtres Itis no%ne gssary Inf 15¢3-1)"are omitted. |s sectlon or on time
ublic Inierest or for the protection of Sorre ated

nges In yleld are clos
90 Treasury market risk instruments, Wlﬁ] %he T

et

anestors to subject suc overnment sury ma
SecUries Droker elor d ea egr] to the %rearsﬁr“r%ogreﬁe?fr}?'sl At e arm e aesc)r Bed h s ragh
pr vrsro h foll dollar-d ted 111),0F. this sectjon, settle
Eifec |veE)ate Thisp %rtshallbe ggﬂ?ftltese doeb(tvrvrtgtgrur%eﬁtrs gngmrnae rdelivery bagis,
ﬁor?vcet\ll\e/FJt l tuntrl OcPober 25,1987, derivative instruments: 0 o rActs t{oncsn gj .%S%at‘éutgs
overnment securrtres brokers (1) Government securities, except ge) f) Vi) 01 this sectron setﬂ (P ona
rz neeg not comply with EQUI'[deECUI’I'[ItES and thosedmortgage r deliver l( ; ‘[ o
backed securities described in Treas gmar et risk instrumen
if : asd gvernment securities  paragrap zj fdthrs section; i notlnc mort ae ac e
er or eaert at acts soIeI as an pr) Zero- cou on receipts or sec rities tha 0t ast rou t0
froduc 5q hro erwrt In.the e]an % certificates based on marketable securrt gro ra basrs
Pn trnslcrsur Cg |(t£tha§ t(JtIfe asand  Treasury notes or bonds; - distribuio ase on
0

ayments and re ayments o rrr{cr al
§5 02(§I |n an amount notlessthan ong'i,)egﬂgfﬁchttﬁﬁ&fdepos'tOflessthan gné Interest?npg deq rE ?

f
1V) Bankers acceptances; mor
se2 ﬁt&% Otr% r%feqjsdt ovsegrrt]ment EV) Commarcial paper ofless than ore exig

capita,

%gcol
alrcut categories. For purposes
a |qur efined in Kear to maturity rated in one of the three 3B\%r eeﬂ) cafﬁe cate§ogg
2( inan amounto not 'ess than hest categorres by at least two thin which non-ze cougon 26r0-
nationally récognized statistical rating coupon Treasury ar%et 15k
organizations; Instruments arecassr led are:

ateral Liess tEeelsn% (?0

§402.2 Capstan requirements for
registered government securities brokers

and dealers. Term or type for rron-zero-coupon

S Gen%ral rule NO Overnment . Category instruments Term for zero-coupon instruments
fritjes roker or de er shall permit Loss than 45 day Less than 45 cays.
ItS (iUI Ca |ta tO e e OW an mount At least 45 days but less than 135 days......... ; At least 45 days but less than 135 days.
eas ays but less than 9 months....... leas! days but less than months
{&Ii\{lm ercreanﬁ,]o tOt?-lt Iglggg%lso?is itn:lzztstgslssn?or)t/th: lt)LIJt Ieg; chn 1 ;Zar, 6 :;ntgitsgsfidont{ts but less ihan i year.t 6
At least 1 year, 6 months but less than 3 At least 1 year, 6 months but less than 3
Na[.)ra?ra Sta{]?mptﬁls Eer(?t?(lilons Of Atji{%ggg%{%::s months but less than 7 Atjg%.:: years but less than 5 years, 8
f H en ecunnes br é)r dea|er Alyl;arsst 7 years, 6 months but less than 15 Atyleeaarzl 5 years, 6 months but less than 9
aVE an alnhaln G5u| Ca |ta m H 15 yearé AN OVET ...t At Ieast 9 years, but less than 12 years.
n mQunt not SS t an J At least 12 years but less than 21 years.
UCtIn al rCUtS as de Ine In MB All fixed rate mortgage-pact(ed securities that 24 years and over
m{)ﬁ eCé} %for Syt o g
|nt CIn| S Notwit standrngg ments. oy e RIS
FOVIS] ns o aragraphs @ and
0 t[EIS SeCHegle d&)vergnnt)e curit

broke at CISS as an 2Ha|r utfactors, For purposes of (3),  Categor |n
Or}tg d’ucrnsqC roke zgv ths trtﬁ th(s artt Tp |cabrent Bsrtron and dlsatlowa % %8 c Iq-or
aintain lig ur a ital I an amountnot off set haircut factors to be use in the PUIPOSES 0 t IS gart t eaﬁglrcabe

s than $5000 after deducting t calculation of the Treasury market risk cate ory pair hedging disallowance
arrcuts 2 Oefifie n paragrap ?S haircut are as follows: g ¥actors tO% lied it

cu atron of t FTreasury market risk
efag]s r%u'dcﬁ? ital. “gpﬁmd caprtal” ot facors Ralrcut are a5 folows:
Category Net position Offsets
40.1 503%@@ fS IS trtle wrth the palreuts™ - Corcen
o g Ications:
ercenta?es u(?ed to calculate  a
the educ |%ns for arle 0 deliver 012 005
contracts when the under mE o 020
mstrumentrsaTTreasAJrX arket ris 110 050
Instrument as define aragrap e - 220 04
of this sectron are thF a late T 500 155
Ireut a]ctors sPecr jed In aragraph : 775 150
(D2 g this secton uz 2o ; ,
ctrons ro 110 050 g Total halr uts. "Total haircuts
re |redb vr and s the sum of the credit risk haircut
ad t b
©) 2)(vu|) |s trtle andt the market risk haircut.
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{)Credltrlﬁk nalrcut he “creqrt risk  pursuant to 248 15¢3- cofthri title §402.2a Appendix A—Calculation of

haircut” equals ghe sum of the tota Ap en ixCto ECR 15¢3-) 51565? iokhaireut for purposes of

con entr ono cre |tha|rcut and the Ified as rovr ded In A% pendix Cto ﬁ

cre trv til Iny alrcut |s sectron 4022% e withdrawn The market rrskharrcut is. the sum of
{ centratron of credit B acémno a stock Ider or a}rtner or the Treasur P{ arket risk h Frreut %ndte

hafrcut. T e “total con entratlon f ?re emption or urchaseo shares, of ?t er securities haircut, calculate

credit haircut” eq uaé e sum of the nr}/]ofthe consoli at entities

?onr:fntratron of credit harrcufts fa en ort rouq eP %ment of dividends or "1(gTreasur mark trlskharrcut The
oralcounterpartres exce any srmrar Istribution, nor may any réasury ma ket r| haircut” equas

counterparties that are rrﬁc cured advance or | gan be made'toa the sum of the total gover mentso set

Pnn b% S or rrncg {gann? stoc (fe rtner, so Pron rietor or portronharrcu the ? (itrr]rture

LOREL D the? ernment securitles  em toyeer thtergrang ?h ereto 0%2'1?% o r]tscethglrlrrgﬁjtt tne tt ta he %rnrq
and to'any other stich withdrawals

h?A) Cancentraion g creditaircyt advancesyor loans and any Payments of ~ net osrtron?tarrcut l culate wrth

The woncentr trono credit haircut”
equals e roﬁucto g oncentration of et Qbligations as cefined In g naings and hosiions n

c3-1d 01 1S {1, Appendix Do Treasury market 1
actor of & percent the éEC kil Joesd mocited & provice ehcept 10 e extent thal a permissible
A N S e AT,
eXept e couner arty tnat | Prrncrpal agreaments Jiich are scheduled to L I e STt of e Siner
gcur wrthrn six months following such  Securities Falrcu

Br‘eﬂzer oP }nkP%K/grrrlrrrﬁ nt scegta} rﬁtrg
T b Ol SETED SEU wrthdrawa advance or loan, eitfier: ha r)catOtT gotgtglm%mesrohﬁse% Soorflfloen[
Ber entsogrt?a g\r/esrnmuelntcschg\tres gim&EeJa“O of “5% C?B'Vﬁ%} t(?|t0tal ortion harrcut e 8a\(s tﬁe um of t h
fg etcre Itex os(hr cPr urPoses 04022 wouIJ r\ess than 150 percent; 5 ernments offset portion haircuts

IS ar'[ '[he et credit ex alculate %0[’ £ac cate%or in

ast e dollar amount 0 un s or Ljquid ca |taI mrnus total harrcuts 1). The “goveriments offset
%Ht InSruments, other securites and wou)ld Db lss anl percento the cg{e“%nrg%rlrrguzttgzz rearcoduct of
other inventory at risk 0&( m| Imum capital reﬂme g§402 2(0) the ffset sireut {orf rtRat cateor
fove rnment set %rrtres bro B or dealer 402.2(c) as ap? r st out g402 esmaH i
On 11 e event of t ecounter (3) Inthe case of an Povernm nt the gross long im |ate osrtr no
efault, less th%amounto sordebt secirities broker or déafer includedin ~ grogh horl etz o onor that
instruments, ot g securities, and oth &, such consolidation, the total outstandrng %ate o Schadafee s Bna o s
|nventor¥ risk to the counterparty in princ al'amounts of satisf a? ory ! 3’X IS o8 RS
e e e, i

y it

s T O et i BT

%ltvoarr AL EgHa % ualify as equity uhder § 240.15¢3- Ig) Bquas foreaCH ategory Yo
productof acredit vo an e fthrs ) Woudexceed 0% of th Ctego s MB ey xcebt 20(1),
ount o Pereett ross ge tensursy otal as aefind in Such f Um of the market vaJues Ofe K’
asiton o gross & ong immediate osition In Treasur

The term equity capital includes market ri

S?(rt ﬁPosr 1on I tﬂg

*mezltls i) ca |th ntrﬂ) %ns hypa[;tners paror  maturit ?krnrslttugn Cegtg\évgthater 0
e e

reas et q

tin
gﬁﬁf” 3/(% %Ié% {g t ﬁ state va ue of capjtal stock,, paid-in rate note, the tjme to the next scah (ﬂrled
0 matlrity greater than 45 day CaPIta in excess Of par, retained Interest rat ustmentorthe term to
UtLres, tomar san tion thereon earnings or ot erﬁ apital accour]ts The  maturity, whichever s less)
settled on a cas ?P asls, term e urtg capita ?es not include corresp on to uc cate ory, the

E arkerris a| cut e “market E(tu”t es ccounta artners an contratva so each rev rse

risk‘haircut” uast e sum of the alances jn limited partners’ ca repurchase agreement with a term to

r
Treasur mar risk haircut an gé accoy n)tsrn EXCESS gfatherrsta [#C&gl'[éﬂ turit or%e 0 tHe nex SC eduled
In

cont utions. This provision s nteres rate ustmen which everrs
ggc%rréen%glvﬁs rcutoelaiélcungte [Fl a overn[ltent securrtres hroker | sS, c rresgfo H%)th tcate ory, and
trs sgctron ealer from making required tax evaus the cash co atera each
RBe equi remens ments reclu ?thergaymentto securit orrowrngwrt t]erm o
overnmentgecuyrrtr hro er or eaer tnerso rasona e compensation maturity or time to next scheduled
hall permit the tota o outstan In hﬂol ification. a'j_;)é)endlces to mteres rate ad&ustment whichever is
rbnc al amounts of its satisfactor §f2 15¢ thls |
u

Lﬁurposes less, correspon mg to such cate ory.
0 |nat|on afqreements as defined in |s part A endix C B) Inthe case of category MB, thie
I240 this title (Appendix D Eﬁ 15c3 Ic f this trtle) reIatrng to |goss ontg immediate posr |on W

SE ulel c3 ém odifl E onsolrdatedét mputations the sum of the marketvfalue of all'long
provi XD t ot IS sectron Caprta IS modi rovrﬁe In |mmed|ate positions in rafe
L4 to xcee the Iow eeves A é)en IX to thrs secrp
C

ong 4|02 20), morga e- bacted securities which are
ci_rt r) t| %trte Appendix D 15¢3 Treasury market rrs Instruments.
mrta on on wr ¥v% equity g 91503 |d %fthrs title), relating t ‘C ) In'the case ofcate ory AR, the
No equity capital ort atls actory Subordination Agree ents r%;oss lon hmme ate position’ ewals
erngr tsecurrtre roker or Pealer 1s madified: as provi eg in Appendix D" thie sum ofthe market valyes of Fl
unsidiary or aff liate conso 4G22 Immediate positions in adjustable rate

apit
0
ra dated  to this section
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mortha e-backed securrtres which are schﬁd led more han Lrve business days ~ corres on?{rrrr[%; to the type of Treasur
etrrs Instruments, In t utuB the case of a mare risK mortg ag acked security.
ross rtrmmedrate m]o e securrtﬁ/ ore than For}our 0S€S trs art the
g | seso |s sectron t 1@ en ar ar)(s 'Ht e future; "interim ut or] eac g(utures
quals, or eac gteoqorxg cefr f when-issued gosrtron ostion an eac orwr
cate%orles Band A 2 Sh b ar eta e U.S. Treasrg urit ostion” 1s the p rodu} he net
emar ket. vaIueso e etween announcement and issue date: osition haircut facto ort ecate or
S ortrmme late Bosmonrn reasury an corresponding to, |nt e case of a futyres
market risk instruments Wg aterm to 2The net short when-issued or forward contract on Treasury market
maturit ﬁernthe case ofa 08l 6/

rate nofe, t

securitles,

tin 10n In @ government agency ar a ISK InStruments except mor
t#me to the next sc ogue Eovernments onsore (TJI ge@ [) ﬁ i t?]p t

g matHrr(lJ of the

mzti%rjelstt raltl ?c ér\%mlesntecs)gt eterm to deacurrty hetween reIease até and Issue unr%er ing |tnstrumtent att etme or}the]c
urity of the contract or, In the case 0
co resp oPPm {0 such ory, Hd the S%Ne immediate os ition interim ? tures orforwar contract on
ueso unds recelv rmeac hafrcut. The net im %ate osition Treasur rket risk mortaage-backed
inancl transactroanc g? rket

udin interim haircut” e r each securitl 5 the of Trea
G ﬁaaa e L i el L

p
ans, but excluding subordinated  category an umao ross lon
tw Ich meets, th erT urremenés ofe |mmgeg|ate osition and tne (L?ross shor9 onrrv#/eanrtd Oﬁ'te'?%r?Xg‘f%?‘seugcﬁtJOﬁtract
rovr edC?n'gz?oz%Dn“t %hnaotdelfrlﬁ toas |rﬂrrne0 Ieast%F Srlstlga]rtoathr%tss%ertgory For For o ges Ofth(f part, th%gmss
aturity or time to enexhscneduled n erate osition shaﬁ 06 2 positive s?]n(i futures ang forvarg errnterrm reut

nferest rat adjustment whichevers  number and a gross ortrmmer%ate aSitive aross optrons interim
cortesponding f at cafsgor aston snall e 3 negatie nur :

Bt epcase 01 cateqory MB. the E s esBa s Append can ha{g UL, The Eosrtrve Toss options
; Ytro Ao |sc interim hair

0SS short immediate pos als eld cy at on. categor % 9@3 Al m of the
tions offset
tlge sum of the market value ? ?%HOH ?jkiut _]%eu ![Jgteaﬁ? tUIQ ) |a0r€] 0 Sgns g]ntmgso ¥]a|rcu‘5agen e B%gi]ag?d call

t
set arrcut equa 1{ umo tne cortesporid ol |%to the term to m tu?rty or

ures and o tio sof
ﬁ ﬁ each cateqor underym% Instrument.

immediate positions in fixe rate
mort age- b%cEed seﬁurrtres which are ?

LII market risk instrum nts
féz n'the case 0 cate§or¥“0

% { set }?Arcuts {
s shart immediate pos 02, §€ The “f Hurgh 2ha options QQ For purposed of ths part, the
tﬁe sum of the market valyes o iamort of? ef & 1 eguals, foreach ategory 1 sr(r)m abs ‘ét o gat%h Felégg%r‘asfd call
Immediate po |t|ons n adejustﬁ ﬁrate m 4022?1 Iproducto afutures™ e vz?lue oﬂttneo tion or’ (1) in the
mort age-backed seﬁurrtr s which are optio offsetf ﬂcto[)o 2 ercent case 0} lon on 4 cas |ns ment.
marke rrs (nstruments. an the smaller of the ansolute values of 4% oo € p}the net position alrrcut
u eterm long immediate t Posrtrve and trve aé; re ate %ac grfortnec {5007 ptow ich ghe
posi on”in a [reasury market rrs#< _ harrcuts o atc unoer ying casﬁ r?strﬁment corres onds
nstrument means, for purposes of this Ins App |x ca

us oma ettus Gty at{on and ind markel va UF/O the und erylpgn

a
pggThe net Ionp aosmon ina ? 0SIfIVE a %re%atern erim harrcut cash Instrument or, (1/) In the case 0

arket risk nstrument as of ositive aggregate interjim option on a futures contract, the interim
th etradzg]te EXcept when the equalg oreacgg ategor (f% Raircuton e underlying huures
settlement dafe, in tﬁe case ofa the sum of a os|t|ve ne mme |ate contract.

Treasur mar etr

IVe gross gptions Interim haircut is
number

{ glt\[e%tlve aagre ate interim

egate mterrm
arrcut E or eac g g

mstrument except > inter|m hairc ee arag
amot e ac se ur| 5 0 tnrsA pen |>L<§ ﬁrosslrn)
sch more % Ingss days W ures.and fo war m erim napreut, %
rt utu[) c?<e Sec r? caseoore than J%"%'%Vre 5%’%%? oIons i er eDt
0 3 asrunt[r}(e%tue iy su xcan%euysegtom ethr% or
on when -Issued position ca é{; esum ofteHe? venet
ar eta S. Treasu currt ossIo futuresan forward imme %e Io nterlm
een announcement an ssu ate: mt m hairgut, ross on ur araqr pen |x
and forwar mter or  0ros Sort res an fo War terlm
C) The net Iongwhen -issued J)osrtron each category.in 402 % t fs

g )[For g)urgoses of this part, the

QJ_G

mm

um of  haircut, and the neoatrve oross optlons
overpment (m)ly ora? Brnment the Inter| harrcuts on each’long futures |nter|m harrcutfor hat ca gorX
Eonsore ag en&y ebt security between Psrtr n.and lon rd poSItion g hlsAPpe can be
ate and’issue date. aced, in the case of a futures or use t%ma et Is calculation
iv) The term "short immediate, orward contract on Treasur market gArt 0ss shortrutures anﬂforward
POI lon” on a Treasury market risk risk instruments except mortga interjm alrcut The “gross snort futures
nstrument means, for purposes of this ~ backed securltres m eca% ¥ ?n forward interim harrcu? equals,
part corresF rptot e sum of the term to r each caterlaorym 402.2(1)(1), the
%A ) The net shortEosrtron ina maturity of tfie contract and the termto  sum of the Interim haircuts on éach
Treasury market ris mstrument as of aturrt oft]eunderl Ing Instrument at ~ short futures éaosrtron and short forward
the trade date, except when the etrm of the maturity of the contract  position placed, in the case of a futures
settlement dafe, mtEe case ofa or,inth ecase ofa utures orforward or forward contract on Treasur market
Treasury market risk instrument except  contract OB Leajsur y market HSk Brskmgtruments except mortga
a mortgage-backed security, Is mortgage-backed securities, the category — backed securities, In the catego y
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corre5ﬁont%t to the sum oé tne term to Sct]h éh? provfrs onsA of this loara%rgph from its calculatron of the Treasury

matur econtract an eterm to thrs Pé)e X ca markft risk haircut %nd Include mits
rn]aturrt rf he under Iy (]r Hsta ment at om e & a calcu tlrono tge other secyrities
the ti t ematurr t econtract 1 ITe nettlngln erim haircut, haircut onﬁ; aE short [oosrtrons In
or,int ecase of a futures or forward The term ‘qualified nettrn Interim Treasury niarket risk | struments If such
contract OB Leaisur market ris haircut” means a residual positjon . . Posrtron form part of a hedge against
mort a acked segurities, in the Interjm alrcutoranet residual position ong and short posjtions In securities,
categ corre(ep nnq to t‘netg) Int AIE ﬁ futdres contracs forward contracts, or
Treasuymar t risk mortgage-tacked eSAdU position interim haircut. oPtronsw Ich arg not T reasury market
secu té The * re? osition |nter| harrc risk Instruments. The value of each
gFr urposes of this art he equals oreac cate\g (tglgn Posrtron in Trezﬁsur market rrs
“interim haicut on eac ort (utures Fhe sum of the positi re ate in truments e d from the
osition an each short f OI’ ar alrcut ﬁnd the ne atrve a H e?at caﬁcuLianono e Treasury market risk
0sjtjon” 1s the product of the net Interim arrout correspon 0 the haircut and mcluded |n the ca?cu [ation

haircut m
res the e value ott e position nmcﬁ it

corresponging to, Iﬂ'[ g case ora fut

osition haircut facto for the categor category, ca culatedr accordance with  of the tp]ersecurlt
§ ﬁ/ Bgro 1slons of paragraph (a)(3) ofthis  exceed t

or forward contract on Treasury market
rrrsk n truments exoe ept mort%ae ‘j T% ) Net residual osrtron interim °ff§e‘éoasp%ar”0°sfe§‘Qf?hgg aragraph (b),
ackeﬁ securites, the matury of the, g e ‘et residu a Gston 2 Forp short position i
under¥|n instrument at the time of the |nter|m harrcut equals, for any two Treasury n?ar[;et ris |n truments shall
maturi ) t{te con O'ractor In the case of ~ categories etwee o {ch nettin |s be considered part of a hedae if the
a futures or forward contract on ermitted, the sum of (1) the resi o ion of Such po i ,r?
Treasur ﬁrketrrskmortg 0e- -backed  position interim haircuts calculat %e or ca(icu?atron the ot ersecurrtres
?fs?”'“ 5, the £ Cigé {erggnt?yarrqgrtheet %0?519 e e s ot Juane AIFCLLWOUIG Serve T redice said
alue t otk &

on”or e A e areut ¢

short forwar Posrtrop lyated at the  haircuts berng nette% an Mzero lr fo}tn sche gsurln? lCLh'SAD %95681 g ets

curgen:tmar £ Errce I Suc contract the case 0 ]he ca qory of the smaller in overnment securrtresbro 85 or dea\(ers
or gso this part, the gross  absolute valug of the two residual Pnt calculation oftota FCUts &

h t fufures and forward interim pos|{i nuEerrm harrcuts bern;netted he g | The

|sane ative number.. or the purposes o ragraph  required by this Par
m ﬁ grosso ptions interim E nettrngfrs ’é)ermsrtte onl ([Jwe%n ap%ro riate regu ator% %n?ytor

es ort utures OS

ativ rosso trons ateqories, for which a category pair ated examinin
mterrrn arr ut i reach f B ? lowance hair ta&or&a secqt[y(ot eresujgestag lilesrrrr]nmt/lgtrre}orms
cateqol (Yé} t esumo t e f ﬁqecr led mpara ra 402.2 gea(iers men
alr

|nter |rcutso h sold call a et ua nos eri securrtres rokers or
rchase put Ated i & ecatet%oq uts s | sdbstitated for the calculation of such haircuts.
orresPond giot e term to maturity or resr ua osrtron Interim hajrcuts in the _ _
type of und erylnglnfs ument, Eespecr e ate orre In which, éheg ave Schedule A—Liquid Capital
gFOf ur 0Se5 0 t ?rt thl %ﬂ ace econSj er Requirement Summary Computation
|nt rim haircut one anﬂ ht a/were resr ua P srﬁron |nter|m [Dollars in thousand]
hased put” e uasthe esser 0 alrcuts. New net residua osrtron 1 iislid caoi
Inue to be i INSHI0 capitall.....cccoovveeenene

caseo 8F 10n on a cash. Instrument, fo culat glucnuttrf gac?tmate(?or)i eparr 2. Haircuts on security and fi-

ar e vajlue oft e option or, iérnt e mﬁerrgt

roduct of the net position haircut rwr netting is per |tte nancing positions including
ac r ortne cate orhp to which al!t ong of the two q SIP net} Pg (Jnterrm C°gffa°t$g:;.°m"g;,"y;2§-ems
un e Igrn cash 1 str nt] nt corgesPonds harrcuts 1S, zero or bot qua nettin orfion  haircut
the market valu ungerlyg int |rcuts are 0 tesam ff TG
cas mstrument or, (i) Int eﬁaseo n esidua ne sltlon al cut The b Total futures and op-
logtron on a futures ¢ P tra?t the Interim sidual pet J)Of)'t' arr ut” e Is ?g% fB(i haircut
ircut on the underlying futures fumo the abso ute Va ueso a CREAUIE D v
contract. ﬁua led nettln |nter|m harr?uts c. Total hedging disallow-
or purposes.of this gart the emarnrn ?% ate or rrthe ance haircut  (Schedule
trve ros%ptrons Interim haircutis  completion of the calculation o P Sy,
a %ga IV u |n disallowance Bermrssr le n?ttrnfs desscercrtlg in 'haircut(ScheduIepE) ........
T her riti haircut
n cut The totﬁP n%nng ﬂrs% owance {%g(fﬁtergsecurr |es?ta|rcu[1 Th & (ﬁe%Eée?;cto‘ii,_ﬁf“
arrcut equals the su edging her securities haircyt” equals t esum 3. Haircuts on credit exposure:
disallowance haqrrcuts calcu ate of all de uctr ns ecrfred In §240.1 a. Concentration of credit
ﬁursuant t0 each netting of qugr led I§( )524)6 &vur ofthlrs trtle and R LTI
etting Interim haircuts. The “nedging 1 c3 aan 40.15¢3-1b of this b. Credit volatility argtj .....
drsallowance haircut” eguasthe fitle for Tong and short osrtrons In 'Tgta'.f?'tfwtsk(““ets ol
abso ute value ofthe t of the securities, futures contracts, forward oo 4)fa'° (line
pJ) icab eca |r e contracts, options, and otherrnventory VARG 3w
a |r u act]or erfred in which are notTreasur rket rrsk 1identical to the amount reported on fine 3640 of the
an the smaller In absolute msﬁ URIGHtS as dgfl J o Brokors and Deaiers, Porm Gros, Covermment Securi
valueo any two qualitied nettin g re |stere overn ent secUrities
Interim haircuts, netted in accordance ~ broker or dealer may elect to exclude BILUM® CODS 4818-55-K
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Schedule C
fset P I
Sogrmen Pnresrjt QL0 AT Nt mediat
1ons Net Immediate Posjtions
' ffset P '
Ma%te%% V ngenrr?rTr?mngctgreg Iglgrjrocuts $AJrrr}0unts Factors I-P?fr/re!y}s
A Q-4 days None None
B 45-134 days 0.0005 0.0012
C 138 H]a%?hs 0.0008 0.0020
9-18 months 0.0020 0.0045
E .
%155335%2?5 0.0050 0.0110
F %355755 %erﬁrsrf 0.0045 0.0220
G ZB.B-& yggrg) 0.0090 0.0330
H - . .
%g'if? ggrg) 0.0155 0.0500
| (12-21 years) 0.0150 0.0775
] (2% V)ée)ars and 0.0210 0.1125
MB  mortgage-backed 0.0090 0.0330
AR . .
bR aEae — oo
Total Governments Offset Portion Haircut |
lum N il 2
Colum Nunber Ne ) © () (N o @i
# ?g% (O)rv%grp lf)leshc elol | ] (or Schedule E, if no forwards,
Note ututest or o trons
fsfﬁ?ncae 0{1 s desgnat ed in cont ins
3 sec ItIeS W hm afuritjes er t %n uﬂ \rver he
esr%ﬁ mau tres t?t £SS er urr na rong
P { ree Eo maturi res er cou o rnstrumen ace
e ca ggr N categories Z6r0-COU on rn tr ents
F treat H hg ng nner ?]s all’ ot er instruments. year
s always considere e



Schedule D

Consollﬁi lon olg Net Immd Position Int im Haircuts

th Gross Futures gnﬁ1 tIOH nterim alrcuts

aturit t rrwnnl]ﬁgelaﬁ?n Gra&lntenm Haircuts Aqoregate Interim F Options .. Residual Position

Mat}éorXJ/ i—l culs Iyorward) ()Optlon?) ggﬁqalrcur{s( BH (S)or lons 2/ Intervl\"ln,\T alrcyts
+ - + >

‘Egén‘réﬁyn%‘i‘ys ;

2
F
G
9
- gars
?21 earsg T
P T 4

mortgage- Bacﬁeg
Total Futures and Options Offset Egg%orgs $
Total Futures and Options Offset Haircuts §

13 4 B 16 7 18 19 204
Column Number (No%g ) et 2

i Orv%gr(?dmeﬁ ed Eh
No[g% Eo!jm %1§d|s ti{:e smh |I l O{e olu 6815:

hecaeonsar esigna |n

s8Ny pasodoud / /867'GZ A1enigad ‘Aepsaupam / L€-98 "ON ‘26 |OA | J1s16aY [elapad

O

i B e e RO i R R
BB r B zero cou gn In r r&s %e rea nthe same nfanner as a ?ﬁer |n¥truments Rh ﬁf yeat

ﬁ]e WFQ’[S 0usrleserand n0| h |trhut IS calculated from the total of column 19.
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Schedule E

Calaulation of Hedging Disallonance Halrouts
when Metting Hairauts Across Categories J

Residual let Position Hairauts!

Colum lurbar ,(Ioztg_’b 21 2 23 (lO%Z) 5 262) (IO%O@
0 Colum 27 caries, forward to Sdedule kp line 2eD
(00) Oalum28tol:al carries forvard t Schedule A< line 2d0

£ thousas)
-
28 Disallonence 3% Disallonance €0 Disallonance S
i i i i i i i i i =
i Position Disallov Position Disalrlglv— Position DisaIrI%N— Position Dlsalrlg/v— ing =3
Maturity Interim  ace Interim  axe Interim  ace Interim ance Interim =
Category 2/ Harcuts Halrouts Halrcuts  Halrouts  Halrauts Halrouts Hallauts™  Halrauts . Halrauts =)
<A &) ) @ <> O /> @ * =
<
B 4813 days B =
C 15 days- C
9 months .
D 9518 months D &
1 195=305 years E o
do53 >
F 305= S F =
3508 years =
G §06=35 years G =
e -
E 1550 years H 2
12 years) =
1 (1220 years) | 2
J years ad J T
0&Y) S
KB sa:%-badej VB =
e Total Hedgiing Disallonence Hairauts! no2
Is: le D (or Sdedule C* 1f no forwards® futures,; or.options)O 5
0 X Iet of W0 offsetting hairauts of paired naturity categorles> -
Note 3 For every moolmnzomeresrwldbeanentrymeuiheroolumZ?orZB(thneverbom) =
1/SeeSec4C2 (©) formteguygcr disallonance hairout factors» 3
The. categories are desi 402 2 @. h cotains all seaurities with maturities greater
ﬁm or eqal to the IOI\er of the desi merltles" but less then the hlgher J\/Hlurlty obsugatlms in
refer to maturities of zero—eoyom Instruments to be placed N the , In categories A;
B* C, ad D* zero-couypon_instrurants are o ke treated in the sare mamer as-all Instrunents. Ahalf

year (5 is always aonsidered to be 6 mothsfD
BILUNG  4810-25C
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S
A o rcation o ]Qgﬁ‘i? Y1l sect hpl[h ¢ fonter wrth %u orit j Bch qovernment SeCUMtds
@6iresofcbitod] Caleutatilon® off Sapitol, ter [ B onsengof he OV%mmen z{

P etion 20 1Ec e ,re?u}frofr)rI gresu%%%m?(er it tIgrrea 15 ‘d\% s
T°tt'8”3&‘8nlr?r%%t'%é)fJR'ﬁets“eeréﬂgps ca rm%{ e uceYhdedm ald principal Bayment Opliation of e
00 tealers subjec ¢ requirements FPOUNO ]§ecure eh Note. ov nment ecurrtresb eror deaer

of 4022wrth H Howmg %tﬁf%ﬂ %aeschéhﬁléﬁ ! g%@%?d the nres eecﬁtob%n i sutr errr]a |%nan sl

mo 'hcarle'(r)gﬁces t0 “broker of dealer” hqs titfe, of t overnmeBtiecurrt g B maturesr aE%r Lspent Eec 1d
mcfl de ?overnmentsecurrtres brokers er r ealerma 933 han ayment ?LSUC

0vern ent SECUTI |es to all Pavme %mfﬂa ﬁatlon
F%ae eren 65 10 etc |t| mea ede g ejr Sth arr 8bf atrons%suc'h] rokery eaIer
“l | C prta as de nec 4022(% In t 15 title under a Fsubordinaton
Re erences to a a srn ure otes agree}hle s) then outstanding which are
in e ness” shall rd uce more
erencesto 1 C3| orrgrn rrncré) amountand

to read as fo
qvernme securr |esbrokeror ?Hatorr
at }ﬂ}t

Imattur on or eorFsueAw
N ersgeN TR, o ?gtr%s é i
mée ; tt'gnreza40 ASgslcb)(l is Yhorrt sa[flconsen}toarerl (?tron of o eaferwgoYcTh en secui Pthe
{ the consgl Jatron orovided for te ”” Ipal amount 0 asechr ovemment curltles rog 50
a) of thys section, of any and note If, atter g |V|n9 C”O oalors fotal alrcyts, as finell in
g go $ oraffrhate resu?tsrnthe SUCh reductlon “ﬂ“'d capl i i LFOS f ?t IS |ﬁI r the gqvernment
ncrease o?(ﬁe ove hme securities U%& fl arcuts WO ﬁ eless  Securi g 80 er’s of P (il u@n
h ker’s.or eargers ca tai as an 12J% 0 emr ca “ ller e#uctl ? arr
Lo b LT
ge? er’s.or deal rsto%”L aircuts, a [% %5 1)3 1’3 Is fitle, as Ilca 1Ohe
t
T

aton a ree e proyide
ent ecurrtres !)Ig(ﬁ((% fOtY\

inedin §4 this title
opinion cal? r? % h para raB(L (E}r{i
enefl Fahe lenger taIon e supordina o dealer
not e recognized In the ment so XVI 2 eaw ment  mereunge does notma‘ g an
agaéeeeheaeeaeraraeegazz (s i S e
S

o

hﬁs otb en obtamed sk notat the 0 '0” overnr;a

s ;

aro
ereference in (? glscgul% ceg t“” eergrna er g Ve mentsecurr ms’% otllgerorde%l

reupon.commence the rap)
section as modrfred by §402.20. re erremato gﬁ rhehr Inno  order ﬁq%rﬁlatllono o Busiese Ut
§4022d AppemdiK D—Modification of & ethe/ ; Krr% of e year I e rignt of the lender [0 receiv
§240.15c3-1d offthis title, relating to ate syc
satisfactory. EéMesCrdfaatfdr? agreements, for ecame e eC IVe IS Testriction § al

ination ireemenf o?cg] mer%) eorrr]erS ahaccrue interest
urposes off § 402.2. orarv subordination sub O.r nae [ § g
i e hﬂr o W A
aﬁg Healirs subhect to the requirements enalx(tg % tsﬁaf tt 0n 240.15 3”|d 310 ii)(B) is
402.2 with the following pr qfﬁ ergrvrh ect to an Q e re&rdacs 0 % defined in
callons Ea)mrent Igations I e, of the overament
F?B ro &7 0f dea eris es i
;\Ie

z References to “broker orEeaIer under a ot ersu
|n (ide government securities brokers %reerlr%leesso r aeé]cofje %turrtre sec (X't alrc 5 s elne
?ereerences {0 “17 CFR 24Q 153l hih e scpeduie i Hewrth iR “tet hOU

IX montns arter t

Sa e date suc

tion 24 153ld i erI(r)he cin con cu |ve ?S%Ser aKS
¢), Section a )(iii) is ayment s to occur ur uant to this
mQ( r rﬁto rea 9&? w on or rd% Haeon E aler st et rmrne% anﬁnotl es?

e} he ter o(!ateral Value"of  Jich ?}) men Irc%atdp 1 fespect Xarminin \i(Ofl overnment
an currtresq edge }]0 fecurea osuc ment | ecurities oro TOI dea
se uiretd demafnohes Irneanf%he Cee eI? erdsl e%j]er m\{hsmn )r(gtngjlentlen ﬁ]uesgr]r ort ommrssron
market value of such securities after IChev I WI

ffaect to the haircuts specified in f rence- to ang rﬁré’égﬁtna e% § It or loss Vem ent $ecur|t|esthoﬁeror dealer

IvVing e

title.’ vV rQKer or

(iRer%rences t0 17CFR§4913c3TM ego ei i i), fiker o | R o 15cr3 \d (s

|d”" mean that section as moditied hy |st|t the 0 mment } 10 rea

th| ection ecurr r erordeaer be.less o eo aturr or Accelerated
tron 240. 15% b)(6)(iii) is ha oot pvern ent securltles r\)ra rt a/%?]v nment sec fIties
ed to rea as(? er arr Uts, -as ro er r mme |a

||| hesecurF emand ote |ne |n§ srt 'B \( e xmrn uthorrt frsuc

agreement may a ng ove no ror ea er| tergrvrn ect to

so provide that, in lieu  Notwithstandi
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all Payments of Payment Obligations PART 403—PROTECTION OF this title concernmg the use of customer
under subordination agreements then  customer SE cym is Am free credit balance
T el o st g o
out reference to an ected profit and securities.
orﬁoss of e proker oy fealel & ?qud iﬁ%}ré\epllcago& ofpart to registered EverYr istered governmen ﬁl
caP|taI as flefined |n§4022(d of this of ecatlonofcustomersecurltles securitles broker or dealer sha comply
fitle, of suc qovernment securities i Do ooy ros e Calaness,  With the re%UIrem(Fnts OfJ 246.15¢3-3
biger orefler woulobe s an 31 Cust %tettte.%“m—tsefve o A Iy B 1ok and Exhiit A
§402. o%thls title.” 40345 us{od securities held brY financial ~ thereto), with t efoﬁowmg,
i pons sl T
moditedoread asfollow> AT 3 Py | S0 1005t N e
a0y g?nments oG Drokar of dealer 3208 (1o US.C. 7ho-5(p ot e and dga?ers
artICIpate as an underwriter 0? §403.H Application ®f part to regietorod )2 Full 3Da|d SeCUfItIeS els defined
securities or other extraordinary hr@keroand dsaters. 40.15 2 ? t]
B ncE s et Compline gt fe%“‘t“d Drofersgr '%%é‘rdnen%é"tt%%%urm%% bero‘W
og/ rnment securities broker or dealer 15320ft |s fle (Co m|35|on Ru[]es overnment securities d aer
aflb ermitted. on no morethan 8¢ (i 15¢2-] and with ccount of a customer who has mae
three occasions in'any 12 month erlod ST 3ofth|stjje d(%o mlssm full pa ment for such securities.
to enter Into a sybordi nan?]n agréement  Rule 1563 3) as mod ||e :«h 5 Fse urtles a def|neg|
onate][n orar asis t\{\éhé hasastﬁte (1) constitutes comphancewﬂht is part. se1c5cr3|t| ){ o tlfctlsaltcestlgr%lu ﬁa
tartrg s?uc 0subor(mtaant|on aa gergtoemntte 1403.1. Hyp@ffio@stSon @ @uStoei? of made ayment and OI’WeI e
became effective. Tis temiporary relief  SeCurities. CUst) erﬁas FEbeNad an extens| no}
sh aﬂ not f t0 a qoVv rn%ent Every registered governm nt cred ﬂ) overnment securitie
securities broker or ea(ier at such sec r|t es broker o dealfe 3 Icomt)la/ or gove nmgntsecurmes ealertsora
time, 1t 1S su?je%to go3a r(1)]‘the reporting thls tlttlg gg%lég'r%r}tnent]sooi L po %[IOI’] of the purchase pI’ICQ[
Prrr%\s/i)sel(c)meo o? its co (EP |ar§ce! V\e”t tsuch E#ga?ﬁt%flsoenw”“es Wm % HOWI“Q ﬁggd Ixnce§s§4m0alr clg %Ez)uré Iefs thlsf title,
i Dy ST,
reement, the liquid capital, as define
e substit words “as used In
PO L el iy
fotal haircuts, as geflnets| ) of b n Q1502 I(d) is modified biroker or dealer
tﬁ%s tltfle or the amount of I?ts§ then 20 ?OHOWS ¢) For purposes of this section
outstandlﬂg fubordlnau?n (ﬁreements " ) em |0nf0fC|eafn ||en3 The §”)150 Sg fsth|s t|t|f %?l include
exceeds the limits specifie pf% l Stt? paragraps )] >)t anew aragraﬁh (4) as follows:
Suc tempﬁ zﬂ an SECtion sna 0 “ roker or dealer that retains
Su or |nat| reement shall e or ¢ almo a.clearin o of securities that are the su ect
su ectto ? %’erprovmons of this glret%wren 002%353}5%?0 S?nalnaarnonal repurc Ise agrgement etween
B s SEomESORIEET™ I e
(5‘ o0 to read s é [tanona ee%l#trtlﬂee %%goc%atuarct a% 2 re%i?tgredr pursy nt to section 15,158 or
oL tttttaeta.tttd o S O
nder any, other su%totr "&atedth aay which| oan i Incidenta 0 B lal roag BT Ut to
arteerr}e B e Qutstanding Ihe. of fledring rarsptorain Seeurites or section TCLaUN(E) of ihe Act (15 U.S.C.
aturiey ot ahcc(ej e pans tfirough such bank, cor orzat|8{t a ??é% Jm
‘élelrcnoﬁ{tetssgft%trlthee dgteasuctltjet\/\iI t;]n Ho %r\}grert't X fasrs?maftlon dgeo(\)" m“ﬁ”%)btalnthe repurchase agreement
ayment Is to occur pursuant to this
B W ion oron orPrlorQot e date on aaralgeraﬁtetIao(eitoedtnessssoecté(l)lncust mers “(B)P?owde in such a?reement that
wh|ch the Pa ment Obli at|on In respect |n espiect of securities carried ort eir When'the contractprlce n the aggregate
f
of such yment 1S scheduled to accounts’ shall not include indebtedness ~ 0f all currentl outstand n%reﬁurchase
mature IS egardlng this provision, |n respectofa Secur|’[|e3 ubject to transactions with a single cou terBartI)l/
whlcheverd te is earlier) without” ien rcantt exempted { |s less than $5,000, ?OO En substituti
reference to any projected profit or loss P/agrap 0 others curities for the securities that
are the subject of any repurchase

oftpe governme ts cur|t|es roker qr

ealer. the | g uid capital, as fmed in 8503 Us® off @isCrCmtrs"fr@ Crodt transa tlon Lo e terms fthe
G of i ?tFe) g1 such broker o §/lJ P

re urc se agreement may ahe
ealer, 3? esst an 1 0°/ 0 t%tal Every registered gvernm nﬁ with t 1pr|or greemtent oft
halrcuts as defined |n§4022 secHrlt e BTOKer 0 % va (0 nter[tJarty 0 eachspecific

with the requirement ot § 240.15¢ substitution
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BPConHrmrn rrtrn%the J)ecrflc bank ursuan toa ||ttencle6ri “(3) C utatrons necessary to
securities that are t ent wjth such clearing ba eter eamo uired to be

re
epurchase transaction purs ttosuch ?@ that; Ot(i (%1 a R
d%prlejement at tﬁearntt?atr% 7 H @E tﬁ)crt?wcceosunt Is established flr the z&ltfft asscelc(; X qq%rajgr%p
u

nsact |gn and at the en gfda 0se of se regatrn[g securrt}es 0 t ecose %t
ring which othersecurrtres ar Bounter arties of.customers, of suc usrn ss of the %%n t
Suf IS roker.ord ea erfrom pro netar ep ostso cém ut emae

Advise the coun er{)aqrtylnthe se n ies of the roﬁero ealer: ateL anl ratert o endngo
eurchase a%reementt a g Securities ne hroker or ea#errs entitled to in busmess ont e secon
estorPro ction Act 0 t the disposition of the securities; oll 0W|%g business aXtEmV' ed,

970 may not drr
rovr ea rotection to the o ever a govern ecurities broker
ounter a with res ect ot ﬁ ||the cIearrn hank ?oes not have, ea err |stere ursuant to section
epurch ase ar%reem B to the extent  an not asser any carm? ien AT o the ¢t (15 US.C. 780~5
that It1s dee O,ca e, the amoupt aPearnstsuch securrtresn r a 1 A asar tio of liquid
f protection provrde may not excee T [P% bank Erap P |rd art totaﬁ alreuts ca% Ia(t]ctrn
ﬁol(\)/larntarn session or control of InnC mtegest n suc rasecuersretrre/s s% orn as ac OE ance it Partt %
secur |%t ot’{h %e/ are maintained in the segregateg chater) 0 feinid W o

ties that are the subject

carries a%grg?ate lﬁt?mel’ U? S.\as

a defrnedr agraph (a)(10) of t

g U re§ttt2t€d'é NETE T D
alerscontrlr | |ftEe are in the e(neveréa)i overnmes ecurrtles sectr n, not exceeding $1 million, may in

control of t e?P ¥ r dealer within Bro er or dedle nopfre a earing  the al rnativ ma gecom tatio

BAGERT  E B
Z? roke ordeSers inot he (11 Akrn arggﬁ%%ﬁg %jde gsretrn](?tntess than'”éuc

Uses t
;rhﬁf iy bt

t0,maiptain possession or er or. déaler shall, in accordance
%) T uring the g g J ist t? e aetrecett s tgrs‘t’h%‘)g“ puted ng
9o
Erov'i«(éetg]?ol;‘eﬂ‘l%rggﬁggﬁpgr? tﬁeent te\e% agnlc Oatl!] eVé”: H% My IC?’SI%P](?y ﬁ'(‘[( H% alg}%sessé)’aa‘: eﬁare Istered

ounterpart Cﬁo Imited posession or ¥v||t I 48 Nours of the teIe rapnic notice, governmentsecurrtre?]ybroker éea?er

controJ y including the following a report statl gwhatse sare beig  Fomnuting on a monihly basis, has, ai
provisigns: taken 10 correct {1k it ?' uation. ime oF any required comp utation, a

t)T e securities aIIocated to the For ur oseso this sectrog atro ofli u|d canital to total haircu
aéfreer%heanstert]rgngaecgreonreun e 40.15 3( this title is modified to ess i (18 S ro& rorJea\ers
séller’s o nsgycurrtre% HP 3 the eng of fpeolrver ‘or dis osoltrono unettle?ouerrscuccncq Sustlelgvee ly as aforesard
9392 SOHINES. Nothing st F |nth|s section computations are macvtve no%e of which

n% curr |es are e construed as a ectrn te ot made tatrmewhen it ratio of
commingle I Wrt ese ers absolute rrghto acustomﬁ Yvurd canital to total haircuts was less
securtres urrngt & GoUrse 0 atradrng overnmen securrtres%r er ordealer ] pom tatone i addition t ihe
FI % e Re sumec{toda earin fnless ot priise agreed n writing, in ations 1N a

or use by the se eIrverres on

the normal TII’SE

ar ”tatnaarta%rtta T
rs urities transaction operations following demand made on , INay
z jte contract price ofsall currentl tEe roker or eaergto receive the Sf?t usmm .and the de EO%HS (i
Out repurc aea reements wit SIca de?rver of certificates It the Lo ufte shall be fma &no ?}r an
tat ounte %Vlgt X regate E eCUTies ATe ssuedl In ertiicate form, [OU atertteopenrn of SJfnin
Osf ee or to direct a transfer of or otherwise to Busrness 8“ h_?ﬁeco ! %wrn
eclirtes Un ert ntroI ofa  exercise control over any securities If usiness day. [ Ne registere
or dealer, as describ e fhev are: gov rnment’securities broker or dealer
A5 3§%oft gtrtle Sallincude "y Fully-paid securrtres towhich the  Shall make and maintain a ecord of
securrtresm tained b % roker or cug e”gg eac.such com ut jonm ursuag
ealer In an accoynt at a ert)osrtor rgin s currtresu on f to this ara%[] 3),0r 0therwise an
Hrbst) tro % rbe F|rer ec ,on e 8ay ent uc custome 0 EbthiOker rzeigrlve Shj ecord In accordance with
r'dea omersrn edness
ﬁ(t 2 4%1{ g{lt)dAmEe)z 0 f l%yo?(er or eaer or é) For[l)ur gses of this. chtron Note
whic deﬁosttor has a hook- ‘g éfess marg&q securities qpt of |, 240.15¢ 36} of this title 1s
entry securities account ataFederaI reasonably requiréd to collateralize such mo dt 0 read as follows:

difi
Resérve Bank through which it provides cus omer mdebtedness to the broker or ~ “(5) Debit balances in mar in
clearrng servrces? earing bank” accounts thert an omn| u a counts
Provr the securities are marntarned Forpét 0ses fthrs sectron mlber uceF the amou

which any single customer’s e|

nase reﬁateg Account of the Ia pply to

go letsecurrtresb oker or dealer.  governmen securrt s, not}wrthstandrng balance excee sZS%(gthe extent such
0J purposes o t IS paragraphand e May 9,1973 or er of t amount is %reaterthan 500003 of the
%raph( ofthrs sect |on a mmrss on (38FR12103) suspending overnmen curifies b ? or
reg \ed ccount s account (other  su agP icability eaers liquid ca |ta unless such
an acearrng accoun es of this ?ec ion, broker or dealer can dttemonstr te that
gnovernmeats cu}n 1S roker O(dealer r 015033 e)(3) is modified to read as  the debit balance Is directly re ate to
aintained on the books of a clearing ollows: credit items in the Reserve Formula
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Related ac%ounts eg r\e separate right of a customer of a Povernment (2 1) Hie repurchase agreement provides
EER B X I i S L
Imited possession ar contro
grglsns ?eugﬂgtnotretfesisaclcgbnts %(r)r}e to be normal co%esrﬁ e?n dbusarlggsggo erd%trglrggror rncludrn%the followrngﬁ)rovrsrglns .
purp%ses of this provision.” doea?er receye t eph¥s|czﬂ ‘rver repurchasee %?gﬁggc'ffoﬁ u°n°df"§$?hte° the
Ifeheld b Certl cates Jthe Secu (s|es are issued agreement may he Segregated from the

-%rnancral ?ns%otat/ons overnment In Crtficated fom. or 0 irect sgller’s own securities orfly at the end of
SBCUNES DOKBTS Or dealers (t:r)ansrfer e/t;tr)raothggwﬁe“teosexe e each tradrnP day.” and

a)AHovern ent secrlrrrtres broker or l(-]u a, ) C Irities to whi htﬁ (B) “While the securities are

er that Is a financial institution U 0m commingled with the seller’s own

securities during the course of a tradin
i Comoly it Pt 50 wihresp rtttrtma%rtttat O e S 1 i B U 5 e

to all securities held for the accoun lign or use by the seIIerfordeIrverres on
ftlés(t;gmaeastoaghgfjnanCIaPInStltUtlonm or gealer ¥thecdusomersrndebtedness othersecurrt¥estransactrons

duciary or custodian 1 § OKer or
Il ess margin. secu It Ii) The contract price mthea regate
un oiferwise eemptpurstant reasona ?g/ &tbrggto Coratlﬁr% iSUCh ool currently, out%andrn repu gr%hagse
wrthP t45 and with Siomer Indentedness to the broker or - transactions with that counterparty
ap 3 g of this section equals or exceeds $5,000,000.
tttorgz ;%ttgoan'feruartrgggﬁ o La?r% S SReR Gt el he  eag ans-mecompeEPIG ano
?rnancra mstrtutronrﬁrts apacrt ectofa éurc ase arlrreement raeSE[FSWAYSCK! Of Ascorns

overnment securities bro eafer etween hefe ancial Institution and a
’ (} ntrenanercalt mstrstutron Shall not b? person ot er than Ghother broke o %
in Violation o the pOsSession or contro

dealer that 1s registered rsuan 0 4041 Application ofpartto registered
{ sction 15,158 0 150(a)1 DR At brokers and dealr
et{Hrremenso ara?rag gcanq )f (on (1 A)ﬁ 404.2 Records tobemadeand kept current
of this section if, solely as the result’o % £ fldp t ft 2 by registered government securities
Porma business 0 er] tions, temporary at fas filed hotice 0 '55 brokers and dealers; records ofnon-
socecur hetwee et|m% %OVemmeﬂt SeCUFItIeS rok Or ?%er resrdentregrstered government securities
?%urrty 1S Tirst required to ernte AUrs(uantto sectron 0 brokers and dealers.
inancial Institution’s possession or Y &)&J 6% 4043 Records to be preserved by registered
contro angthenme enitis actually arntherep greementrn %\é?gpsmentsecurrtres brokers and

rovide in such agreement that 4044 Records to be made and preserved by
arogsl t?me ?, steps IHagr(t)colgl Insl'tll't[t(t)tlon Wpa?] the contract ric Jn me 3 re a»[e %overnmentsecurrtres brokers and

?ace q in possessign or confrol,
E 0 fhat the f
dpc?]s ession or control. Il currentl out tan IQ% R th ealers that are financial institutions.

4045 Securities counts by registered
P iness da fransections with & i terDart ecurities Counts by registered
frnagcralﬁr?strtutron ?hafl determ%rre th? Ei st}tan gn su Stltﬁ“ X A Lsecurities brokers and
uantht and issue o SUCBS curities, i of other s CU”“e forthe SeCH”t'eSt at 4046 Securities counts bdyérovernment
¥ tare required to be but are pot  are the subject otan rert)urc ase securities brokers and dealers that are
in the frn ncial mstrtutron s possessor transactron pursuant to the termsofthe financial institutions.
Oerccuorqtrre)s |ﬁtSa sle(e) rfgrrer}r cborrltn the re urﬁﬂ% thaegr%eonf]entfe%%ntGOTﬁte 3.26\9m?t§)rt5t csegslosl(bpulb BL 9955{1’&00 otat
o msto rom 0 mier arty osucﬁ substitution; b)(g)S, SC.180-5()1)(B). (O)IC),
6 arn ere ease of an X 1l onhmrantrn the specrfrc
ge, or ot er encumbrancgagamst Securities that are the stib eC 0T a §404.1 Application ©f part 49 registered

su %ur [tie ?] repurchase transaction P tto such  brokers and dealers.
?" tain the return of any securities freement at%ae Initiatio Lt Complratt]nce by a registered broker or

transaction and at the end of any day
?rrr Obt?anlg(?ssessmn or control of Fing Which other securities are 9t

a) Section 240.17a-3 of this trtIe
% C |t|eS to recelve f0r more than |V K&Vlse the Coun pegt)ammg to records to be ma e
h lrn modified s provoded in §§404.3(a) (3),
h(rv Buyrn secHrrtres asfnecessary fo HC ?ﬁe ?#]raeﬁgtgp unas 0 ot (@ and (3
toesseestserrt])tnag c%notrgallgceagn?)%ctgje”rtegglltr/]ed pure etrlnslac 0 ae ROt (b) Section 240.17a-4 of this title
y n e ab 0 rocedure gﬁere areno Insure?i by pertaining to preservation of records;
¥he ancra Institution ShaII n rzirgce (c) Section 2Q4.17a-13 of this title,
pre are and maintain a current and ra |0n 0 %0 era avmgs and  pertaining to quarterly securities counts,
detajled descrrptrono the {)roce ures rHtrancg rporation, as mogified as provided’in | 404.5(a)(2);
and Internal controls that it utilizes to Icanle and

requirements o ara rtrest at ret e subject of t ertaining to records of non-resident
wﬁrch shall be madﬁepavaﬁa Ff aﬂ ?b entin accordancewrth §450.4 (a) Brokers ogr dealers. shall constitute

re uest to Its appropriate re uIa or
PProp Juanny 2) The financial institution shall not compliance wih this part

3t¥tothrn stated in this section shall  be required to maintain possession or
be construedgas affecting the absolute  contr Vdurrng the tradrn% éay It

comply with the 0ssession orc?trol sec\t?rMam ain pos essron orcopthrol of (d) Section 240.17a-7 of this title,

QO
C)_
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§404.2 IReeords to be read® and kept
current by registered government
securities brokers and dealers; records 0?
non-resident registered government
securrtres brokers and dealers.

}Ever

sec |t|es
th th ereoJ

t |s trfe commission Ru

loywing modifications:
ro erordealer

eptf]te red

rg dster government securrtres
FEe erences to §§240.17a-3, .17a-4,

the fo
an

i

sm

ee

‘broker ordeaerr
ursuant to, Section 1

EHC urfe ]

re |stere
oRer or e
uirements of

rences to *

vernment

240.173-3'0

Fsha I comply
e 17a-3), with

such sections’

dafned %Zrathlﬁs rFT’]efratnand Part 405 of
RS

revrseg
to rea

(vii Repurchase and reverse

rez
to réad
refI

short
sub ec

reg C a e
memoe
account OI’ or the account

ki

0 th EC arance

ad as follqws:

S

rchase agreemen
Agsgec 1on 240.17a

safel eeﬁng and s

separateI%/e

er, or deale

customers OI' artners or

fong

Sec

owin te
and th eo
short, inclu |Hg
erences and
ount It erencescassrfre
%p Zsrca co nt and vg
whic Iscovere

COUHEIEJefo

el o

Were

cases the hame or

|
accou t Inwhich eacfr%osrtron IS
? |240 17a-3(a)(8) is modified
Coples \f/confrr ations, of all

carrle
Section

tohels
L

repurc

dse

notIces. 0

5( a)(5) is modified

ecurities re?grrofl o?rhlesoelger

0sItions gncu in SG%UI‘I'[I sin

urity as

curities that are the
epurchase or reve%
reements1 carried by such

riorh

rr‘ésanr.ei

posjtion to al

long securit
Ecurrty y
P/te date
frc(?tron \n
Ina
nation of the

sales of securlties,

a re urcnase ané{reverse

eme

Its
securities, cas and oﬁner Items ort

O(PIe(?It for

an

gﬁcgung ro}[)guskr%s an% :ﬁners o
e
gc unts mtne

tpel

etermined a

A
i
putation 0

ik

uld ca rr%gfanr?
ircyts, as of th tqe trra?%ae
éﬁrovre In § 40220fthrs

title; provided however, that su g %
comg)utatron need not be ma )Ba%r

regA Ired%overnment ecurities
ea 5 conditiona t
Part 402 of this trteby 421”8 thrs

title. Such trial balances and
comre) ﬁatrons shall be prepared
currently at least once a onth

moé)rfgrat%raga 5 1 g

gl& This sectron shaII not be deemed
tor uire ?vernmentsecurrtres
broker or r reqistered pursuant to
i ?3}5 LA
records Sf)i areg fsors

sactions ¢ F
government securrtres roe or eaer
sarec stomarily made an g
clearing bro ero deaer?ursua t t0 the
requirements of al
240 17a-4: ovr d that t ecearrnﬂ
broker or dealer has an Srnt Ins
cagrtal of not less than $25,000 (or, in the
case of a clearing broker or dealer that
Lsare istere %o ernment securities
roke or eale churd calprtal less total
alreuts, d term|ne oovr
4022 of t trt%ofno ess t an
25,000) and Is oi rwise in Cﬁmplrfxnce
with § 401f 4022 of t |st|te or
the CﬁprtaL ues of the exchangg of
w ich'suc cearrn%bro eror ealer is a
ber if the members of c
exc ange are %}emp from § 240.15¢3-1

by paragraph ereq
y(g The uFr)rder aKing In 240 17a-
3(b ) N modrfred to rea as foIIows

he undersi hereb un ert FS
omarntarn an reserve nhehalfo
regrster ﬂo ernment securities broker
r Cealer] the books and records
required 1o he marntarned Lregrste red
overnment securities broker or dealer
ursuaritto 17 CFR 42and4043
and Rules 17a-3 and 17a-4 und er(e
Securities Exchane cto t(?
Permr&examrnatro fs oo san

ECOI‘ sbat any time or from time to time
during businéss hours yexamrners or

m

oth [ re%resentatrves of the Securities
chan e%ommrssron atnd to
urnrs 1d Commission at i
prrnc atlooﬂrc n "(} é BC or at
% |ceo sar mmission
r % emand ma? y oron
ﬁ Commission for'copies of
00 s re ords, true, correct
? ete, an currentc%pres of any or
ranﬁaart of such book san)
ecords IS undert 3 e
ind mgu on the un ersr ne and the
su%lces ors and assigns of the
ne
9 Se%tron 240.17a-3(c) is modified to
read as follows:;
gc This section shall not be deemed
t0 require ggovernmentsec rities
broker or dealer to make or kee suh
reoords as the requrred bg paragrap
re ectrsqt e sale and re emptrono
United States Savings Bonds, United

States Savrn s Note'and United States
Savings Stamps.”

5107

oyernment

bXI Every non-resident
%rstered or

se rrtes br kerordeaerr%
a%)%rrn or rfgp%traértosrhpﬂrs ant toWlth
017a this trtle rovra dp tﬁatrn
suc sectron references to broker or
dealer”s 6 ncludegovernment
securities brokers or dealers
The term “pon-resident
overnment securities bro eror gea\er
ean 1) In the case of an individua
re3|desrn or has his principal
usIngss.in any rnac not
0.the urrsdrctro of the Unjted
Ij In the case o a corporation,
it .
business i
ttothed rArctono Yp
Unite tates arh lir) (n't ecaseo a
partnersh Jg or other ynincorporafed
or ganizati Porasso !)atron one aving
|ts principa tg)aceo usiness.in.any
P ace no glect to the jurisdiction‘of
he United States.

§404.3 Records to be preserved by
registered government securities brokers
and dealers.
Every regis ered ve nm nﬁ
secHnt es bro ero fe all compl
r]e re%urrements of 3240.17a-4 0
|s trte Ccommission Rule 17a-4), wit
¥vrn mo ||cat| ns:
efere ceé to “broker Prdealer
rokeran dealer” include
geggystered government securities brokers

£s;
ong Inc

ﬁrrncr
otsuf)

phce
Eu%gect(é

alers

SReferences to §§ 240.17a-3> .17a-4,
] ag an such sections as
modified by this part and Part 405 of this

chapter
iéz References 0.1240.15¢3-1, relatrnrtr
t0 (i hta and “Compu éatron for Ne
Ca Ita reun ermea % 0 thrs
pter and t ecomput%trono the ratio
ur Cﬁgrtalt total harrcuts
re thereunde
References to %24\0 %5c3 -3, relating
$session %r ?on rol 0 custgmer
se urlr]tres and balances, mean 3403.4 of

thi
Re%ere es to Fo rp])( 7A5mean
Fo % 495oérscater
The computation described In
1240.17a-4(b)(8Xx) IS not required.

8§404.4 RsgOdoto b® mad® and
preserved by government ©eeurSffiss
brokers and dealers that ars finaneia!
Instrtutrons.

(@)  Every financial institution that is a

government securities hroker or dealer
nd that I not exempt from this part
pursuant to Part 401 of this chapter shall
%om ly WI'[Q the requjrements of
8404.2 and 404.3 unless such financial

Institution
CFR Part 12

S sub ect.to 1
(re gtrlng to natronafbanks) 12 CFR Part
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208 [grelatrng to state member banks of
the Federal Reserve Systemz or 12 GFR
344 (relatrn? {0 state banks that are not
members of the Fgﬂera Reserve
System), provided however, that the
récords requrred to be made and kept by
those regulations shall be made or kept
without regard to the exemptions for
transactions in U.S, government or
federal agenc obliga LgFtrons provrded in
%&Rl (Z}/ R 208.8(K)(8)(i), and

2 Makes and keeps current:

1) A securities record or ledger
reflecting separately for each
government securrty as of the clearance
dates all “long” or “short” positions
(including government securities in
safekeeping and government securities
that are thé subjects of repurchase or
reverse repurchiase agreements) carried
by such financial institution for its
account or for the account of Ifs
customers or others and showing the
Iocatron of all government securrtres
long and the offsetting fosrtron to all
?overnment securities short, including
ong security count differences and short
securrty count drfferences classified by

dateo th e\ﬁ \(srca count and
ven ication in which they were
discovered, and in all cases the name or
desjgnation of the account in which
eact position is carried:;

H ) A complete and current Form G-
FI 4§44 3 of this chatiter) or Form
U-4 ( romu ated by a self-requlatory
organrzatron or Form MSD-4(as
required for associated persons of bank
municip aI securities dealers) for each

$50Cl erson as defined in
%400 413 oP this chapter; ang

|||2 Form G-FIN-: (54494 of this
cha er) orFormU -5 (promulgated by a
self re Ulatory organiz trong or Form
MSB-5 (as re uired for associated

er on ofba li]munrcrpal ecurities
deaers for eac assocrate Person
whose assocjation has been terminated
grs] prt%\r”ded In 1400.4(d)(2) of this
1) The records required b
ara ra h(a EZ (i) of this sectron shall
e reserve or nat less than six years,
the frrst two years in an easily
accessible place.

(2) The records required b
para rap sfagg I(n ) and (ili) of this
sectr n shal eserve foratleast
three years after the person who is the
sub ect of the record has terminated his

o ment and anv other association
wrt £ government securities broker or
dealer function of the financial
Institution

8404.5 Securities counts by registered
government securities brokers and dealers.
Every re |s‘< ered governm%n

Sec rrtres oker or dealer sha Icom30|
with the re urrementso
this title (C mmra 1ron Rue17a 13), wrth
the followin ITicatiqns:
efere ceé to “proker or ealer”
“oroker and dealer” include
regéstered government securities brokers

or'deal

Sections. 24G.17a- 2), and
grw ?ﬁ {0 reac]i astojlog/v
sically examing an countaII
secu ities heId |nclud|nghsecuntres that
are t esu bject 0 re%ur ase or reverse

repyrchase aﬂre me
t 2Accou qr all securi tresrn
rans

er, |n transit, ﬁ 1‘dc% oaned
orrowe eJJosne led to receive,
ailed to deliver s]ub Ject to repurc ase
or reverse reBurc ase ag reements or

otherwise subject to |s ontrol or
direction b tdotrn ISP %srcy

bomparisa Xnﬁ‘é”?dfs?onm ot

comPanso
reco fWIt th € approp riate’ledger

confrol acc unts
?Ven securréres in transfer, in
trans f ged oaned, horrowed,
g Posr d, failed to recerv}e failed to
ver stibject to reﬁurc ﬁor reverse
re urch ase]agreeme ts or otherwise
ect to IS controI or direction but not
glrca 0ssession, heresuch
Fecunr ave een in sar status for
onger than thirty days;”.

§404.S Securities counts by government
securities brokers and dealers fibat Sr©
financial Institutions.

SQ Evera/ over ment securrtres
er or %e at IS a financial
mstrt tion shall, at east once |n each

calen areyear Wi We

overnment securities held %
nancra Institution for cusé ers
?Xce 0se securities hel

iduciary ca acrt\ﬁ rrnacusto ial
ca acrt within the financia

|n Q %th s S tAUSt e&%tem a?rrt]é count
dtl s hnrtrve orm,

|nc|u mg securrtres that are the subject
of repur hase OF reverse repurchase

agr

(f? Account forsec rities, |ncIud|n
securitles heL In hoo entrx orman
securities su %ect to repurchase or
reverse repur hase agneements or
otherwise su Aect to the |nancr%
Institution’s control or. dlrectron ut not
In its physical pgssession, %
examintion ahgd comparison of the
su ortrnd detéul records and with the

pro riate.le 8ercontro accounts and
P Jfication of the records of the

ancral Institution with those of any
depository, depository Institution or

Federal Resfrve Bank on whose hooks
the financial institution has securities
accounts;

(3)) Ver| fy secu ities |n transfer in
transit 43 dg oane orroweét
geloosr ed to receive, failed to
eliver, stbject to rerﬁ)urc ase Or reverse
re urchase agreemer tf or otherwise
su ecf to the financial instifution’s
con ro i)r Irection uthnotrn 'tﬁ

sical possession, where suc
Ee urrtre; have %een |n said status for
ongert an thirty d

J Com§are the re uIt{ of the co‘rnts

b
|nst|tut|ons records an

nd erifica
Record on the bogks and recor
of e financial rnstrtutron all unreso?ved
aif een s, t]trng forth th esecurrtx
Vo ve and the date of comparison in
secuintx count grfference acco gt
atert seven usiness da s after the
date of each required agnua securrtres
examination, count, and verification as
provrded in this paragraph

For the purposes of this section,
“frg)ucrar P pmcﬁugestrustee

executor a(ﬁﬁlnls rator, registrar,
transfer a ent, §uard|an assignee,

rece[ver, mana oent aH r\y other
kmrarca acit vovrnd e Sole an
sarede rcise o hscre ion 3/
inancial institution avrngofr crarv
gowers hat IS su pervised Dy a federal
r state financial institution regulator
agency.

PART 40i—REPORTS AM© AUOSY

Sec.

405.1 Application of part to registered
brokers and dealers and to financial
institutions; transition rule.

405.2 Reports to be made by registered
govemnment securities brokers and
dealers.

4053 Supplemental current financial and
operational reports to be made by certain
registered government securities brokers
and dealers.

4054 Financial recordkeeping and reporting
of currency and foreign transactions.

Authority: Sec. 101, Pub. L. 98-571,100 Stat.

3209 (15 U.S.C. 780-5(b)(1)(B), (b)(1)(C),

(0)(2).

§405J Application @ partto registered
brokers and dealers and to financial
Institutions; transition rut®.

a) Compliance by re |stered brokers
or(d% Iler E/vrt h| 8§24 g 17a-8, and
. 7a t IS title (COmmission Rules

an constitutes
com Irance wrth t]hrs a?

gb A foovernment securrtres broker or
dealer that s a frnanfral mstrtutron and
IS subject to financia relportrn rules of
Its appropriate regulatory agency Is
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exe Bgfrom the provisions of §§405.2

an the register

19@/) rovr deé)%rtshallbeeffectrveJuIyZS goKeLBmfer}te%%ggrrotrg roRerog %Ie
el fegeter %‘# doument it

Ee regurre to0 file th erePorts gﬂurre

13-5(8), by vir
%temonthandte

Ian
!
pter, r
SGCHFItIGS
wrt

ch they were f
wrg 4022 of this cha

Ue 0
uarter urrnoﬂ
irsgr urrE to comply
er ut that

quarter e prior to the

which th eg were first

oom ly with
gis erpeg gro er
ro ers o

the desi nate gxaminin

OJ' SUC I'%%IS ered

rlrlroezn % of this
alers shall fi Lle

orit
OKer or a|'|er d

SINESS aays

§ eet wit

rincip

§405.2 Reportsto. be{)na
Jovernment securities bro

Every re |sI<

S€C rities bro

the foll

]
quarte prepg
%eneral g/saccepte

er or deal
|t t ere% |rementso
this tr}e Commission Ru

owing modifigations:

s after the close

o ua ter, an una drte aance
ropriate notes) for such

An accor a ce with

accountmg

AT ORers

ered governm%n
shall compl
240.173-50
e 17a-5), wit

a References to “broker or dealer”
|nc ude regrstere government securities
dealers,

r&) EE{S

C Referen

eferences fo ruIe? of the
|ssr n"orwords o
where a

in War import
propriate, t

es to Fo mx 1A- 5 Snean
apter

mc UI
? ations cont me Int ISC apter.
Fo

d (he p nsj
il 4it:me;rt%og§;ﬁ3mater P

that subﬂaragra

an wit

res
hrch case, tﬁ

the same

e
H Uid %a |eta "as de?mec’fl f %402%?55
r% ces to §240.15¢

R
f ﬁara%ra

odified

et oaprta] mean §402.2

h 240. 17a 5
ad as fo

are efrective a
tto orm

r plan shall be tre]ated
rve wit

0% tIh rselatrng

2)(ii) is

II A footnote contamm a statement

oft € register

broker’s or eae

harrco]ts and
tota alrcuts

V\Ha Ian

e

?overn en secorrtreﬁ
squu caprta fota
capital to

rgtlt%l% I%J In accor ance

oft IS tit e Such sﬁatement
ude summar

financia

statementso subsidi rres consolrdate

pursuant to A

?drfr d as r vid ed in
it

ere
thereof on the

1

en IX.C 8

zh 2f ofthrs
ferial, and the e ect
iquidcapital, total

harrc ts and rafio of liquid capital to
Harrcuts o}h %u dp

|tst reto relatm t0 PQSSessIon
or control of customer secu |§|es an
reserY]e requirements, mean §403.4 of

)T Ere erence to, § 24G.15bI-2 of
thg) %FF eratrn to ?rr?ano?atlstatements
0 he fI % upon egistration, means

The sup ntal report described
@240 17a- ?J &3 ? hfspr tle,
oncermngt ¢ Skcurities Investor

on ct, IS not re urre

r

e statement d es
ﬂ}l?a%éw of this trtes a be
eaged “Not ce Purs

%2 and shatl be fﬂagtvr?tﬁen%ndays
ol owrn? the e

oS ood‘"

S won

tective date og
e%rstrat onasa government securities

ealer.
i R

nlsttle t0 824
this chapter.
§405.3 Supplemental current financial and
operational reports to be made by certain
registered government securities brokers
and dealers.
EverY registered overnme]nﬁ
securrt es broker o dealers Icomtfl
th tere% uirements of If; L
this title (Commission Rule 17a- || wit
the following modificatigns:
fl References to “broker or dealer”
mc ude regrstjeereeIe Sovernment securities
ﬁ ?erenoes to § 240.15¢3-], relating
t% t caprtal mean §402.2 of this

efer n es to ital” mean
I| ur oa |eta "as de megﬁ)n 402.2 of

l)r Rg‘ere ces dto § 240.15¢3-1d,

o——ﬁ—hb

ng to subor matrona reements,
gns %atsctro as modified by
of this cha er

eeor es tgo TA-5 mean
& 5’%& thrsc apteQm
t oertgraerq egu it mean 5 4058 tf”tgrs

[mane o by,

eq ?

2 écom putation made b %
reg |s ere %vernmentsecurrns roker
or dealer pUrsyant to th erequrrements
of 3402 20ftp]|s trte?]hows atz1
Eomt un[tgt month, that his liquid
apital 1s 1¢ss than 150 peroent of total
alreuts, e]term ned in‘accord ance Ho

402.2 of t |st|te suc ersons al |e
a report on Part I1'or Part [1A of Form G
405 é§ 4495 of this trt]e ) as déetermmed
in accordance with t ndards set
forth in §240.17a-5(a)(2) (1) and (in),

5709

within 15 oal ndar da S affer the end.of

each rhth erea te unt dSsuccesstve
[nont ssha veea L\I‘IV\PW Ich

ca Hta 0es no 150
ercent tota harrcus

h)  References to §240.17a-3, relatin
te)cords mean § 404. ofth%s chapter. d

§405.4 Financial recordkeeping and
reporting ©f currency and foreign
transaction®.

Evermovernment securrtres broker or
dealer orssH
urrementso eCurrenc and
ransactrons Re ortl ng Act of
1970 ha compl wrt tere rting,
recordkeeping reoor retentron
requirements of 3 (? Part 103. Where
% FR Part103 §4043oft IS
terr (eourre% e same records to be
Ere erved for different p rro s of time,
uch records or re[oortss
preserved for the longer perrod of time.

PART 449—PORfyiS, SECTOR 15C @F
THE SECURITIES EXCHANGE ACT OF
1934

Sec

4491 Form G-FIN, notification by financial
institytions of status as Povernment
securities broker or dealer pursuant to
section 15C } BS%A) of the Securities
Exchange A c 0

449.2  Form G-FINW, notification by
financial institutions of cessation of
status as overnmentseourrtresbro er r
dealeré) suant to section 15C(a } 84) [
of the Securitjes Exchange Act of I
and §400.6 of this chapter.

449.3  Form G-FIN-4, notification by persons
associated with financial institutions that

are Igovernment securities brokers and

dealers pursuant to section

15 ](IEB)( ) of the Securities Exchange

4 and §400.4 of this chapter.

4494 Form G-FIN-5, natification of
termination of association with a
financial institution that is a government
securities broker or dealer pursuant to

ection 15C(a he Securities
xc ange Agct)bt EM (S§e4004o% this
4495 Fporm G-405, information required of
registered government securitiés brokers
and dealers pursuant to section 15C of
the Securities Exchange Act of 1934 and
and 405.4 of this chapter.
449.6 Drsplay of OMB control numbers.
Authority: Sec. 101, Pub. L. 99-571,100 Stat.
3208 (15 US.C. 780-5(a), (0)(1)(B), (b){2)).

8§449.1 Form Q-FBM, notification by
financial institutions of status as
government securities broker or dealer
pursuant to section 15C(a)(1)(B)(i) of the
Securities Exchange Act of 1934.

This form is to be used anfrnancraI
institutions that are govern ent
securitjes brokers ang e ’]ers Hot

exempt under Part 401 of thi chapter to
notify their appropriate regulatory



5/10

agency, of therstﬁtus Th(f ?rg

Ht I__ge J eBoar overnors
te eserve tfem and is
avaha le ro the B oar 0 Gov rnors
the eﬂera Reserve System, t
Com trolnesru % rttctg gurrenCYIOtlhetFeederal
Fe eraf Home Loan %zf (i< oard and the

§449.2 Form G-FIMW, natification by
financial institutions of cessation of statu©
as government securities broker or dealer
purusant to section 15C(a)(1)(B)(i) of the
Securities Exchange Act of 1934 and
§400.6 of this chapter. .
This form | |s to be used b financial
|nst|tut|on at are ent
securrtres FOKers 0 ea ers to notn‘¥
nell’ d procprlate reg ator a ency hat
eased f'fu BC 10n
%_(f] ernment SECUI’I'[IeS roker OI’ dealer.

e form ISFf ted the Board of
Governors of t eF?dibr eserve
fromt e Board

System and |sa ﬁ
g Governorso ? a eServe
stem th TCom ptroller ot the Currency,
fhe Federa ﬂ)osrt nsuranoe
Corﬁoratron t (e Fe era Home Loan
Bank Board and the SE

§449.3 Form G-FIN-4, notification by
persons associated with financial
institutions that are government securities
brokers and dealers pursuant to section
15C(a)(1){B)(i) of the Securities Exchange
Act of 1934 and § 40C.4 of thrs chapter.

This form is t0 be used assocrated
ersons of financial Instit onst
overnmentsecurrtres roKers or ea ers
0 provlde certain Information to the
|na clal Institution and t eapproprrate

ufator agew concernrng

P 3/ ment; education, resi ence and
statut ll’ %ua H‘lcatlon The f OI’?]
romu ate t l? tment of the
reasu aval ? F
Board 0 Governo so e

ReserveS tem (}

currency, ﬁe er F
corpora |on t(eFe era
Bank Board and the SEC.

8§449.4 Form G-FIN-5, notification of
termination of association with a financial
institution that is a government securities
broker or dealer pursuant to section
I5C(a)(1)(B)(i) of the Securities Exchange
Act of 1934 and § 400.4 of this chapter.
This form is to be used b%frnancral
mstrtutronlsjt at are g ,’ ent
securities I‘Ot ers Ot‘l Fa ers to notif h
ropriate requiatory agency ot tne
}act t?tp fﬂ assocrgted rSOgn IS¥]O
longer associated wré he 9overnment
seclrities proker.or gealer function o
the frnancra Lnstrtutron The form g
romu rgate y the De ar%ment of the
reasu }/ and is avail Z% F
Board 0 Governor]s of the Fe F
Reserve System, the Comptroller of the

0SIt Insurance

Fe{f
ométro Fer of the
ome Loan

osit Insurance

ey e ﬁede c?eraF ome Loan

orporation, t
Bank Board and the S

8§449.5 Form G-405, information required
of registered government securities
brokers and dealers pursuant to section
15C of the Securities Exchange Act ©f 1934
and 88 405.2 and 405.4 of this chapter.
This form is to be, usBd re |s(tjered
overnment securities ers
uarterl%
y

eaers to ma ethe mont

and annu cial repo tsr oTulre
Part4050 terT e for
romul ate gfi mento te
reasury and | |s avara e from the SE
and the designated examining
authorities.

8§449.6 Display of OMB control numbers.
The foIIowrnt[r ru ﬁs promulgated bﬁ
the Department of the Treasury purstant

to the overnment Securities Act o
1986 containing information collection

re ubrements are [iste wrtn the control
W ers assigne g) the Office o
anagement and Budget.

Currently
assigned
OMB
control No.

Part or section of Title 17, CFR

§400.4
§400.5
§400.6
§404.2........
§404.3.
§404.4.
§4045........
§404 6
§405.2
S405.3. e

SUBCHAPTER B—RULES AMD
REGULATIONS UNDER TITLE i§OF THE
GOVERNMENT SECURITIES ACT OF 1986

PART 450—CUSTODIAL HOLDINGS OF
GOVERNMENT SECURITIES BY
DEPOSITORY INSTITUTIONS

Sec.

450.1  Scope of regulations; office
responsible.

450.2  Definitions.

450.3 Exemptron for trust holdings and
holdrngs in trust departments.

4504 Cug odraI holdings of government

4505 Drsplay of OMB control numbers.
3208 15U%(§ %B%O%t‘t?Ub) 0 5(721 100 Stat
Hai & %eglzghPub (L(QJ (7f %10 Stat.

§450.1 Scope of regulations; office
responsible.

. (a) This part aﬂplres to depository
institution tI} old government
securities as fiduciary; custodian, or
otherwrse for the account of a customer,
and that are n(l)t government ecurities

S2tone S8 and e of e

sections 3
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institution ted under Part401 of
this chapter from the requirements
Pglrca le to overnment securltres

kers or dealers must comply with
this part. Certain dep osrtorg strtutrons
tha(s are overnment securities brokers
or dealers must also comply with this
Part as well as with additional
e urrements set forth In §4035.

b) The re ula !)ons in this subchapter

romu% the Assistant
Sec eta ome? cFrnance pursuant
to a delegatjon of authority om%
Secretary of the Treasury. The office
reﬁponsr Iﬁfor the requfations Is the

t eguty ssistant Secretary

Securities %e Act of 1934 QS
US(tJ (8c(a Ef ; J Depositor
|

eral Finan

§450.2 Definitions.
For purposes of this subchapter:

Et <PeabiG St s c%%emy

Acz 34)1(%3)40{# egecurrtrf fe g

except that the appropriate uIa T
aen% for— PProp J Y
83 n institution jnsured by the
Federal Savings and Iaoan Insurance
gor orgtgrr Jr is the Federal Home Loan
(1% A Federal credit union as defined

in 12 U.S.C. 1752(1) and an insured
cre |tun|o as defined in 12 US.C.
rHr? |st e National Credit Union
Administration; an

(3) An de osrtor |nst|t tion for
whom a oprraere %ator agency
Issegt%r?X (a5(34¥( ec?rlftlﬁrs parea{argnh IS
the SEC,

(tﬁ ‘customer” includes the

counterparty to a transaction pursuan
to a repurchase adreementfo whom the

??OSI 8%#@“&%}&% BEE%IHSFDOSSESSIOH
[)60 rchase, b es not include a

er or dealer that 1S re |stered
ri%rcs an /gsecr n15,11
180- H)ga p X ?l ?t ?
notice of its Status a a overnmen
0Ker 0
sectlon 15C a E(Bé ‘15 US.C.
)) €xc ttotheex ent that
e sr | o holds securtres
or custome roker or deale
n trtutron” has the
meanrn stat | cl use (vi)
ofsectr n19 (1 (A
eerve t (12 U.S AQ
s andaso u es
a‘commercl ng company owne
or controlled by a forel t?an%fassch
Ine (? %g | Li

securities br ?aer ursuant to
) “dep osror
gency or an o orer n
lend]
terms are defined in the Internationa
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ankr Act of 1978, Pub. L 95-369,92

zrtj? frgt’ucrar cafdacrt%r includes
ee, execut miristrator,
regrstrar transfer agent, quardian,
assignee, recerver ana m%a ent, and
|yother simjlar capacity Ivo vin B
eorshare eXercjse |scr tro }/
gosr ory Institution avmg | ucray
pow rs that is stipervrsed by & federa
or state financial institutionregulatory
agency; an
e) “dovernment securrtris means

th e obli athons described |
arar gh P of section
4%) fteSc ties E an%eAct
15U.S.C. 78¢c(a)

§450.3 Exemption for trust holdrngs and
holdrngs in trust departments.

a) The Se retar has det%rmined’that

therulesa s ndards of t
Com troller o ft CurrencY the Board
vernors o t eFedera Reserve

stem and the Federal Deposit

| surance Corporation gov rning the
of overn ent ecuritieSina

|ducra pacity t¥r depository
|n trtutrons sub;ect ereto ar

crate Accordi fs,uch epository
ms utions are exe romt IS part
with respect to their haldings, of
%overn ent ecurr es O[na duciary
apacity and their holdings of

go ern entsecthres In & custodial
apacrty within their trust de artments
Provrde suc d?ﬁ%é s\,Nltto

mstrtu(tirons] 9
espect fo suc custodial ho
ﬂ re 10 gll requirements apP |cable to

ings o overnmentse&urtrﬁs Ina
frducra capacit mgose ny their

ap r°t’ e rataey o hat a
Hgtsere rtm nY ??enc terrztl
revrses Its ru? 3 oar ds

govermngt eﬁ?j é] P overnment
gcurities Iin a fiauciary capacrty

§450.4 Custodial holdings of government

securities.

eposito mstrtut}o s that are
? écttot Is Part s serve the
H vm% rturrementswrth restectto
} elr holdin 9 of government securities
or U tﬁme accounts:

overnment securrtrrs held for

th ccount of customers shalb
segregated from the assets H]%
epositor mstrtutron and shall be kept
reeo an charge, |en orcarm ofan
kind, urhess expressl %ree to In
wrrtmg the customer Tor whose
ac ount such securities are I?eld A

ﬁepr t or a confirmation

rec
T.r ? ever rT%)overnment
securrt;i 0r a cust

epository Institutions holding
government securities for customers

sha” maintain possession or control of
suc (furrtres S currtres shal b?
geeme to be under the contro
eﬁ)osttor insti utron to t eextentthat
It Nas instructed a Federal Reserve
Bank, corresp on ent bank, trust
Compaly, O e istocian, & or
gﬁt tﬁ??such securrtes Pree o% r¥
c ig ien, or claim of
avor of such ¢ rresBon e tban trust
company or other custod |%n or ang
P ?]ons claimin throu ght ept
0t eextent expressly a ree toin
wrrtmg bsy e customer gse
t such securities are hel

ecords o 9 th entsecurrtres

he 0r customers s a D

e ﬁraée and aistinct.trom otFterrecords
e%o(jrtory Institution. Such

m rovi easxstem for identify mtg
cus}]m r each governme
secu ity held for the customer, unless
the de osr}oryrnstrtutron % olding
securities for customerso anot er
depository Institution or %

?overnment securities ro er or dealer

d pursuant to section

eqistere
1%{%2 (iAol te Act o Us.c. 5o
a I a government securities
broke ((r))dealerg that has frtl gnotrce of
Ifs S B rstuahnt 0 section
% the Act (15 U.S.C. 780-
esCribe the customers interest in
th oveJnment ecurit
icate aI recel ts and deliveries
(y nmentsecurr n aIIrecer ts
IS ursementso cas in connect on
g suc Securities;
re

nclu eao otthesafe m
eipt or a con rPnX g

nmenéhsecurﬁzaﬂo'&'fgﬁg Peath

(Sa

Provide an adequate basis for

aut suc normaron

) ounts of governm nts?currtres

for customér n oth definitive and
oo -entr orms | be con uct]o|ab
east aqn and such counts shall be
FSE“”cj U SO ety saurities
ﬂn osgggsls%trlrvg st cur tresjlte/ld outside
Ins Ptutronsa (?g% Vrfrcatron
of terecordso t e e 08 or
Jtstrtutronwrt toseo an d osrtory,
osrtorg rl(strtutr n, or
eserve ank qn whose oos

epository mstrtutron ssec rrtr

ounts. Te ates and res ?obsuch
counts and ecoRc mentss
documented with differences noted.

§450.5 Display of OMB control numbers.
The foIIowrn? ro F] omuI?ated b}j
the Department of the Treasury purstant
to the overnmen} Securities ct of
1986 containing information collection

5711
re urements are |isted with the control
ersassrgned;} gh erceo?

Managementan get

Currently
Assigned
OMB
Control No.

Part or section of Title 17, CFR

Dated: February 19,1987.
Charles O, Sethness o
Assistant Secretaryfor Domestic Finance.
[FR Doc. 87-3800 Filed 2-24-87; 8:45 am]

BILUNG copE 4810-2e-m

86%/%&\5 AND EXCHANGE

17 era Parts 240 and 249
[Rel. no. 34-24109; File No. 57-4-87]

Request for Comments on Proposed
Rules and Proposed Revisions of
Form BD>>

agency: Securities and Exchange
Commission.

ACTION: Proposed rulemaking and form
revision.

WARY Ihe Commission is
h"r]r? or comment pro#]osed rules
o |mP Sorovrsmns of
Government Securities Act of 1986,
which requires curren g/ trnregulated
overnment securjtjes brokers or
avernment securities dealers to register
ith the Commussion. Reﬂrsteredb o er-
ealers who act as gover ment
securjtjes bro ers o % ¥ernment
securities deﬁ ers must file written
notice with 5 e Commjssion. T
Ioroposed rules resarrb%the fo Jgr and
nformation reg Ired to be file Z
overnment se urtrtres broker-de Ierﬁ in
eir a rcatrons or regrstratron wit
mIssion Commission also
|shmgFor comm nt 1pro 0se
revrsrons to rEBDt orm use
re Ister as a broker-dealer. The
osed revisions adapt the or for
se ¥ governm nt securities ro er-
eale san enabl vernmen
securrtres roker ¢ ers curr ntly
re istered or re isterin wrt the
mission to Use Fo Rm or der to
not 0ythe Commission, of t erac(tjrvrtres
as government securities broker-dealers

gates omments should be submitted
y March 18,1987.

ADDRESS(I;S AIJ omments shoHId he

submitted In trrp Icate to Jonathan G.

Katz, Secretar Securities aﬂd

Exc an e Co mrssron Washin ton DC

2054 an%shou d refer to File ?
ubmissions will be avajlable for

publrc Inspection at the Commission’s
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Public Reference Section, 45
Ctees N HEAgton, O 26549

FOR FURTHER INFORMATION CONT,
Lynne G. Masters, Es t 202 272 2848
Division o Mar et |on ,
Securities and Exch an eCommrssron

42150 Fifth Street, NW., Washington, DC

SUPPLEMENTARY INFORMATION:
Introduction

On October 2? 1986 Lhe Secyrities
Exchange Act of 1934 (the “Exc ang
Act”) was_amended by Pub. L. N
o/ LIthe Government Securréres Act of
1986 (the “Act™). As.amended, the

nge Act contains a new’section
15C( a? at re urres overnment
securities brokers 2 rgovernment
ecurrtres dealers 30the than those
alread reqlsteredwrt the Commissign
or financial Institutions,4 to register with

1100 Stat. 3208,

New section 3%4% of the Exchange Act
defines a government securities hroker as:
Ithlyr{)erson reqularl en egred mthebusrnessof

ecting transactions n 9 nmentse Hrrtres or
eacc nt o others, but does not Include—

(A) An cor oration the securities ofwn Bare
%?ve nmen X fl e under su garaé;rrap or Q)

aragrap this subsecti

B An,?r rson re istered with the Commodr
Futures mIssion agtl}/cont ct marke
es nate ommodity Futures Og

ission, suc contract resa r'gnes

dearn T ”'Za“‘tg Theehuse e person e s

contra et, S0 esuc
ansactions In over ment securtt(es t )
ommission, after consultatio wrt the odity
tures Trading omm(Jssror] eermrne
F e Or orl erté)be (ncigental to Such person’s
utu'rjes re at{e %Sln i E o Act
8w section of the Exc C
de%rnesa overnmgent gcurrtres dehla %s
'An erson engaged in.the hushness of buyin and
overnment Securities own aco
abro er orot erwise, oes not

erson insofar as he huys or éells SUﬁ
|t|eg r his own account, erthier in |vrdu? y or
}réslo el ucrarycapacrty Lt not as a part of a

Be)An cor oratton the secu ities ofw ic are
ammr ans %rs aragrap r(C
{) C) Any n un es bank |s en%a%edrnthe

bu esso |n an se vern
urrtres orr naccu er han na
ucra ca acr through a bro erorot erwise; or
rsor&reﬂrstered with the Commodi
Fuues radin mission, any contract market
nate ommls jon. any con raImar et
ate ommor Eutdres [ |n]g
|ss|on suc contract rket sa
cearr Co{orgalr(ttzatron o[] oort aderon s
contra ly becduse suc pﬁrsone ects
ansactions in over m nt securitje
ommis on a 2L consu tatlonwrt the on(}rn)odr
tures rad |n omnyssron ﬁtermtne
ueoror ert erncr ental to such person’s
g”gt“t‘

u ures-relate e of ey Q
%@g o%nthe Aci B%aaflorer n
nst,\tutron uc teFE
the attona ousing Ac

L
Al

tion

Under t 8 ers currently
reorstere with the Commijssion 6 that
act as %overnment secu |t|es brokers or
9overn ent securities de ers are not
Ired o re- re Ister with the
Co mrssron T are OWever
urred t?] |he Jun¥25 19877 rrtten
|ce with t ission that t
are overnment securrtaes rokers o
nmentsecurrtres ealers. 8
|m|ar Inancial Institutions that ar
overn entsec |t|es %ers or dealers
re required to file with their
appropriate regulatory agency 9 by July

5 Government securities,bro %ré d de ers

reqisteri ursuant t0 section are also

re ur eco e members of a reqister
Soclal |on (ir%n |na curities

exc ange g€ section

’r%%rstg?%(mkﬁrgdee aelrsrISS e(,%er Ee‘ﬁre%rgeedr sto as

the Commrssrorl)ﬁOY(Jngea? ,1987.5

ction 15(b) 0f t ange Act
non

éeaLers reg\stergd o eer g]eg grayrties

i S p

g]eek B i };otrces w0 |5t3t“{r$§ntﬂury 9, 1

8Aftert ect ve date of the amendments, all
re |stered ro er-dealers that are gover
éJ r ker-dealers are retﬁr]r d by sectjon
|to eanotrcevv the Commission
se oactas entse r|t|
ro ero deaer ectto 1 rovr
vernment sec%rrt1 ermust |ea
en notice with the ap rraereuao

I’O
attﬁat dalend ﬁgs.; earmsnaﬁ
0

ynment’

nquage rovision cou rete
oM bel mtt‘s“ °””d%s ol o gegler,
|s rovision toa } ers
e ISter ursuatt onsl and
ancra struro S, an not 0 qo
E A ilers registe so ypursuant

T
neled, sectio of the Exchange
?]o ropriate r %mo agencyhto
e fo new

IﬂCﬁﬁ(?e

G).When UPE Wﬁ res ect ?Oﬁ 0! El'ﬂ ent
securities dealer orge assoclate
overnmen S Cljl'ltl S DrOKEr or government

ecurrr
i troI erotth r%r}? ortg]el eof
era brah Iorgea ero urrencé ora
i TG

Orel
as S éms are use n ernatron%l nklng

22 %Wd ot %htﬁt'éer%e”tﬁr bank
anﬁ 0I’

gs
gthe ed es rve stem a or
tate brang ra tate ency 0
b e °Weeusedtttt°'e
tern%trt]o%':g Rc“ G i
e Federal Deposit Insurance Cor rron
(tgcaseo a %nure h ah]e?: (?elp |t
S rarﬁs Corporation (oth er em er
edera eserve Syste ora eraI avrngs n
g IeFe eral Home LoanBan Board, |nte
Ea deo Feq era a ngrsla r}é ociation,
ederal avrlt Istrict oum 1
savin sand nassocra lon;
he Feder Savrngs and Loan Insurance

%o(ré tro ecase fan ||nst|tut|on Insured by
ederal Savrngs and oan Insurance
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25, 1987w tten notice i
Prescrr e eBoar of Governors of
he Federal eserveS stem.

Government securrtres brokers and
government securrtres dealers are
ubjsect to the r%t e}makrn authority of

cretar t]eTre sur¥

Treas Y in the areas of |(ﬂ(ncral

es onsibility, re ortrng recorakee |n
exemptions from rlema mgn

Treasur}/ as proposed rules in these
areas, at 17 CFR 400.1-405.3.

For government securities broker-

dealer% re%urreix reorster under

the form

section 15 %)" S) he Exchange
Act, the Act ts t eCommrssro to
Prescrrbe the forms to.be used %r
istratjon and for withdrawal from
re |strat|on as weII as the Information
} tmust(e Iled Wh he re leed
rms. In addjtion, t eA? ﬁ Frzes
the Commission to establish the form to
he used by[ eqistered hroker-dealers
that myst fi Hce with the
Commission of their status as
8overnment ecurities broker-dealers. In
rder to implement the re |stratrop
withdrawal trom regrstraion and notjce
re urrements ofthe Act, the Commission
srngtgru es escrrbe more
elow and the corref ond| Hg
revsd rﬁto Form BD. Unless otherwise
noted, these rules |mg pon
government securitie erroter /deale(rs

ired to regl fserun e ct]f
drsc osure and filing re urrements or
rawal from

registration and withdr
registration similar tg 0se éha are
Impose u on other broker-dealers. The
P %s evisions to orm BD are
ntended to adapt the form for
ov rnm ent secuyrities bro er eaes
g orr Istration and

ter dealers notrf |ng the

mmrssrono t elr government

sec rities activities or intention to cease
suc activities.

l. Drscussron of Rules
L IoosedRuIe 15Cal-l. The
Commissio osin Cal-l

to implement the ri qurrgment that

tion, Federal Savings Bank, or District o
Co umbia savings an oan assoclation
(Vi)  The ommrsBro
gove nmen ecurrtres
ecurities dealers

Xorgglr jon tBerthEnaFed raI Savrﬁs and Loan
. inthe caseof all other

okers and government
The term *District of Columbia savings and Ioan
assoclations', means "any associ trong

Xam ato and Su R/ ef F ome
%oan 0ard uﬁ%r§ectto 8 of the Home
Wners oan

The C o mrssronwrllexercrse |t inter| Ipretive
an no- ctron (%rn eermtnr [
et

P G ﬂh i

nter etatve
I’SS tOt OUHSG DIVISIOHO arket

egu ation,
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gpvernmentsecurrtres broke 6dealers Form Dre uires that an aprplrcant the naturg anri]sourc of ca |taI
rea ayregrstere with t om ssrpn rovide the Commission wi Ee presenting t tsu amo ntp caprta
pursu tt sectrorﬁ v5 nformatrogc ncirnrn the nature of it~ nas been co tr uted éo an
Exc an e Actfile rttnnot usingss, t nd of Its ntrnueto evoted to the business,

with the Commissian t att ey are rrnc fs Its con J er ons and tratementc ncernin
overnmentsecurtres roker. Ob semdB ees and is e rmrt P me tan maintenanc Pftne
ealers.11 UJe requires suc |ss|on to deter mew acllities and financing req urre ort
?overnment securities []oker] ealers to |cantmeetst e statutory 0 eratron? the busingss, an

e notice on Form BDt e(}/ re urr ments to engage Int esecurrtres statement for the ensuing gear

% }rernmsnt securities broker- éa [s by \ness 14'Because the Act requires peratrons a) descri |n%

p 87. Proposed Rule EE icants retqrsterrng under section ? %n%emen made for btarnrnt,Lthe
S0 re Jires are |stered broker dealer gtz)[(u omeetsubstantral 0ythe H eces?ar %operate the business,
that bedins gover mentsecurl e sam p(rre Fts as oth settrn? the anticl e

activities after Ju 51 7to |% licants fo ealer registration, enses for that year, and (c) providing
written notice on Form B e t Commrssron has determlne to use |n ormatron asto ny arrangenjents
Commisison on or rrorto the a Form BD { (PJD lication for AC ha\/e een madet tain
bgrns acting as a overnmentse rrtres registration for government securities addition frnancrngr it ecomes
broker- dealer Par rapt\(gr) 3 t]he ule  broker-gealers. Government securities  necessary. The purpose of.the proposed
F uires a re Isttere ealer that broker dealers re urredt Ister rule 1s to’allow the ommr sro t

revrous Iled notice of. pursuant t0 sectr X)@ willbe  determinew et ert |canth as the

overnments curities actrvrtreﬁsto file equired to competea ' required amount of ca il and t
rrtten notice on Form BD Form capacity to operate as agorng concern.
Sea%yusrp“ce Srlo] eto agJasagovernment At resent, Rule 15h3- l(tb) requires an oféh vernment securities

reqls ered broker- dea ers to'amend their broker an ers re uired to re Ister

- rogose 91%(332" Underl % Hrompt whenever under the Act have b 2 operaion Tor
aragran u p gots)e kRu%15|Ca2 Lnformatro contained in the forms substantial B?rro 50 t| e. ecatise
overn den ecu ItIes Droker-gealers ecomes Inaccurate.16 The roposed these firms often have su éanéra
eqturre fore f) rpurseﬁntt)to feW .y [ules donot contarnasrmrl Fprovision mventorre? ofsgcurrtles and adequate
%ec lon 1 h wou ereoBurre because such amendments aré deemed  well-established businesses, paragraph
oa 10n on orrtn ¢ reports under the Act, and the Actv sts ¢) ofthep ropose rule éprovrdes that
! rokersr}egeurnreorrgtr% r']Cfi‘z'BQe(%m the Treasury with the aut orlty toahopt irms In opera on or p more gears
tﬁ ommrssron staesecu reporting b equirements. However, t prior to July 25,1987, the effe

ctive date
16s . Treasur ro osedaruere uirin of the Act, are not required tq submit a
re ulators, and trie NatronElEA ocrgtron that Bor BD%e mendedwhenqthe g It t%rq 0 H

riles, a detaile
ecurities Dealers, Inc. ("NASD').13" Fyrm ag frled becom srn%ccurat description o?te Irm’s personnel and
inanora o tron 0

a §tate ent physical faciljty, or a defaile
ﬂSggrtTI]OQDl?gt ) %)rm hiedb 0 2leed wrtw degcrrcptron ot (%rrangements ?or and
e OS%C%{Q, ?}%ﬁe p/rcatron EGISHTaL0F 25 & uses of its fun nfrr s, however,
B Fh“u EH overnment Securities Broker or must represent Shatt ey have been

mtrastajenonban mnicipa secu lers overnment ecurities Dealer. Proposed actrn%asa oveerent securities proker
%r%ﬁgérei%erungn o \rﬁort]he }a lean Rule 1f5Cb lre urresa overnmen Ieras ofa tbe prror[t)o glél e%%ss
securities broker- eaer n reviewing the appropri
ig e o rtyo by o?t?ns exem trongt i

Ll D el
°°”t et C'{}(En%? %j md ﬂwtrpo roker ormation concerning thea Fplrc ats s, Wl 10 the sl requlato /

i
gealers thatareéan s Or separ td oy entrﬁgj(? regl tI’aUOH to submit as
isecumes e it 59 §t0r ier frn ncial resouyces. F exa org anrzatrons in reyiewin g istration
Hl%e FiSS00 Uger o ei %{ ﬁreéulres

Bﬁaf'on mison e o1 }] 1 DrsfPosureo the npp |cat|%ns and admittin applrcants to
or

>Sa%% aulea Ilsltlltrllest pa net im er|g Rule 14Cc2-3:
... FIopo ule 14Cc
o TELRRERE > o

ssecurrtres nd, ?f readily Regnstratto CCESSOrS. The

pgkcar(] t ﬁb orm orrerlgrstratronasa ketable, their market Value, (3)a (i ission 1S rO[t)OSIn asu ces&or
ey wrt i ommrssr e stal es and  computation made in accordance with ra or government sec r|t|es roker-
fre a g ¢
(!: §ﬁ§ R/fa | E@?a aprrt]aldrey reergggrtgtt&pry of th (e erorg é“ tlo rrtg teratgla[eeris r/e istered
ﬁ r’E‘aetrr’ Pts ?é'dt?t?nehtse e Treasury 17? ) a statement describing ﬁﬁersectron 15%5 paes the A¢ L 1 he
BC For example ecton 15C ofth Exchane Act tt‘a%s'fttgﬁev'tﬂe% 0 B“’ovv'e?nf%reﬁ st
Or example, section e canec
Onbrgatrsv%nreart]setna on ?rmrrerﬁ‘)nrt% Tcet ition, Inc %te%%‘ re erep\ccetoe F%kFSI nS%SGCIISISI ) securities hroker- Heaqersuccee s to the
tomtelyslg 0s t@ﬂg{@r (iea WHH%ormPﬁ e’ to CM] rande re i | ,tfmdm{ﬂatt business of another government

en convi te of commi t| certaln
reeg'%{%t?(?ndﬁ’mgﬂtbr é 5 H'%gBE?D[%rrtor\%ldes tEeEnerSecseu ijm er;y perjury or ourg angwrthrn Eggptrgfss trgrt;o ar%?g? cgtni e“gr&g Hh%rgger th”ath of
?e°|§t‘ altrenrnt ) Orpg\rlretrar Srggerrenealerthat B Seeaquo U|€S 15Ba2-2(c) and 15Ba2-1(b). the Treasury rat ertﬁante omrtn y

mem ero rre ste% astate 18See Ru 15 3an Rule15f|a24 S| ilar
a articl ats e mﬁ?z 17U theAc eSecreta oftheTre ury is c&&s g ap'p 0 [nvestment a vrsers
xc ar}% p? 48 to esta ca |ta re |rem oramore omp [ete
4 261 FR4168 povernme tse |es ro 0sed ISCéJSSIOHO ccess r'rules See 1985 Release,
eledse”) Sept ), 5L H 5 Ule, there ore ers rom e ause it
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securrtres broker-dealer that is securities broker-dealer is deemed to be ~ The RuIe re%ur[)es th(ﬂ)th pgplrcant
grstered pursuant to seo(tron 15C$a )of  the registration of any executor, strgu ate to De houn e service of
th general, a br rd%a uardian, consrvator, assignee for the cessu on the Comrission as if
ucceeds to and continues the busines %enefrt of creditors, receiver, trustee in ersona ervice had been made.
rede es or J er- ealerwhen the  insolvency or bankruptcy, or other aragraPh g’b)é 1) of the Rule provides
SUCC ssor galer assu fiduciary appointed or qualified by that Fegistereéd government securities
l[))s antia fy t e assets an order, judament or decree of a court of broléer-dealers I]at Heoomenon
a treso th redec ssor 19 and com { ?unsd.cnon This enables the  residents must tile their consent within
fore closel res fid ugrary td contire th e business of a 0 days.

registered government securrtres broker Pursuant to Rule 15bl-5, the

urities ro r- tﬁe e aﬂgl'ef 0 ordealer, provided that the fid ucrarg Commission prescribed a series of forms

Ee ecess rre |s$re81§overnment
arg ra

entity  files with the Commission, within 1

to be used by non-resident broker-
Suetet statgct ewﬂgrrr?easng arL? stered  0ays alter entering Upon the Gealers. S e Commission isnot,
g]ro]vernment securltlles Bro Ker- af performance of his duties, a statement Er%sacznsmrgets/gstcnefesgr?r? lejtnp?oprrja?e
8 0essor Is allowe too er te sefting fort substantrall?éthe same for S iatisty the e |rements of 4
ynder (e reqstration of the predecessor lﬂfOfmathﬂ requrredb orm B N [0 satist oneoqt 0op Leed o
or 75 ays I It files Its own nlete 6. . 0sed R Ie 15 a2-h: Co sentto & 1561-5 that Is modified to apply to
v\})ﬁ]matl H or re%stratron on Form BD SerVI eQ rocess urnishe a overnment securrtres[)roker rPeaer
In 30 days 0 fthe esident G overnme (Securies A Ursuant to section
L e oo s e e, U
ﬁ?? ! tUSt at inyolye th (i? Part nersor it %Ag W( 15l(%re]1|2|k5edoue|se ngtblrsan e I%%gole(P]ule
Y the ko entréy tht no practical Governmen [L/ES BIOKErs Or overnment securities brokers or dealers
change in the broker-dealer_-cfianges in Governent Securies Dealers, The grt % Whose Ferains s pecin
date I state ofrncorgoratlon ornro Commission is proposing a rule g ? € penaing
ﬂ]anrzatron 2%orch e in te overning service of pracess, for non- (ente e ecomese eotrv
osition 0 gﬁ '] p. Inthese — QRce N dovernment securities broker-  qitional trme |nwh|c to e t 5
|nst nees, aragr ows the new consents owers of attorney.2
entity s ﬁgalerregrtdeantlsresg;@tle%(gobtr%akte?ppMd to o reside overnment s urtres
r F rm BDwr hin f rokers or ealers th atma ave
E)hee d%%%% tﬁe s(ticcess ontThe30 days 0 rtteatlers 28Generallg tttns rule provrdes alread reglstered worz h)flave done so
amendme twoudrncu e e of ha 5\{” bnorllresoll eln GOVEImmEP ursuant to sectio % | h q
Form BD (t ﬁex CutmnP securities broker-dealer applying for hc ange Act an the'r FSt ereunder.
g icating t é am ca r%%stratron pursuant to section ec(oﬂsentan fow ro attorneg
uccessory, an H ? A) must provide the ave heen file |n conn?ctr n
necessary to reflec chan Commrssron with a written irrevocable wrt te|r0r|1g|na IJorcatron or
sucoesso 8vernment se untres roker- consent and power of attorney. This Hntratlon Rereo the Commission
dealer, In addition, the overmen consent and hpowerof attorneg/ elieves that these BrOVISIO sa{
secuntr s broker- deae Wo esrgnatest Commission as an agent unnecessary in the proposed rule.
tre to compl Ruel Ca2~ I upon whom may be served any papers ro\BOF Rulg 15Ccl-I:
an |eastate 6 ncra In connection with actions arising from Wlthdra rom eglstratl
e L 400 GEGEEL b B
egi Sl’r':l 0n as Fiauciaries. The that are gub ect to the jurisdiction of the broker-gealer to withdraw Its

ommission is pragosing oa o for tratron under section 15C of the
oréernmern s¢ ur| esb er deaer3 gor{}é?ﬂn%%ttgge%ﬂnm%tbarc(f{gm%'elgg}e oﬁa %v r‘;t It must fil %?e notice o?
u s[targ{ra o ofs ucr Ie%ou]ernrng fs registered with the Commission.24 wrt rawal from reﬁrstratronwrth the
|

T;ﬁpdpe {0) regrstered broker- dea ers.2 f;%@é?éﬁ’t}ro%

&?? rule permits a du S re hrat on und grerg% Vg:_tB(Ijl’annﬁ
2 SeeRule 15b1-5. Istration u VISI
a ucla ass m 24Under the proposed rule, the government change Act are require
r%?n Hrate res onsyb(irt or the . secthres brokepr glersconsentgaée ower of He same notlge 28 0n Oct? er /,1980
PLatI(gt ag%vernm nt securities attorney relate to causes of action th ataccrue e Commiss|on propose ar% V%
A | e
© registration ora governmen registration IS canoe??ed or revoked or when a are intenaeo 1o S'mp Iy e form and

notice to withdraw from registration Form Bow  reduce the requlatory durden 0” broker-
becomes eff ectlve S RUE 1) 5Ca? 5{2 Thecytoff ~ dealers filing torm BDW.29 T

eertoe}inlnatea datern[gropose Rule 50a2 5 dliffers S

19The successor | ruI not be use
overnme tsec [t

htly from
SUpstanta e ity eease that in Rulé 15h]-5 which relates to cauégso action
I edeces q mustheaForm BDW accruing Up Until the Commission receives a broker- 23 ms 7-M, 8-, M, and 16:M.
m&?catrn (i i rawing Hrom buisiness gL 3 ee Rule 15b|5b) () and (2)
&15 4@ 2 revrseﬁ in 1988 ¢ Ptalne 3 dealer’s Form BDW. Because a broker-dealer’s must

be filed.on |fanent*tgrs
securities business; |

withdrawal does not become effective for 60 days — om |en]1 ceasin
o ormoF &rs ayre Iste df)roker eaIeran |sceasrnr11 its

dih e e g e e

ime | Instituted pursu overnment securities actiyi suoon inu [
Ormm(;?(s)rronarnnltzeanlon ané }nterprgtz t%e%t%ﬁet?n sectronp15 tegommrssron be?g ves that Rule gecurtres ctrvrtres It ust (okc Il-ngm B
th ? 15Ca?-5 should provide for causes of action that to reflect this change. eepropose e15Ca
Rule 15b1-4 and 15Ba2-5 concernin may accrue betweenthetrmea overnment 28 28 Rule 15p0-I and rule 15Bc-8.

bro rdelter retgerstered glursuantto sectrorq 15 securities broker-cealer files its Form BDW and the 29 36! Secuntes X§hE ng 5oéReI No. 23848

an sectronlB Spectiv date that notice becomes effective. (September 281 88), 5L FR'358

%nﬁnnn%
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proposed rule does not affect those
proposed Form BDW revisions.

1. Proposed Revisions to Form BD.3)

The Commission proposes to modify
Form BD for use as a registration form
%overnment securities broker-dealers
by adding a new Item 12, New Item 12
requires an applicant to indicate
whether It 1S applying for registration
so e y as Tc?]overnment seountres broker
dealer. The new Item 12 will enable
the Commission, requlatory authorities,
and the public to identify government
securities brokers or dealers registering
pursuant to section 15C(a)(|)(A? In
addition, this identification wil
facilitate the Commission’s
determination of the broker-dealer’s
compliance with other applicable
requirements.3l

he Commission also proposes to
revise Form BD sp that broker-dealers
registered or applym% for reqrstratron
pursuant to sections 15 and 15B may use
It to notify the Commission of their
%overnment securities activities. These
roker-dealers would file notice on
Form BD by answermrg] “yes” to new
Item 13A, indicating they are acting as a
overnment securities broker or dealer.
fter the effectrve date of the Act,
broker-deal %rs grstered po]rsuant to
sections 15 ave
conducted a government securities
business also must notify the
Commission when they Cease their
government securities activities.32

30 In addition to the new Items described below,
the Commission IS proposing amendments to the
instructions page to describe the grocedure or
re |ster|n with th Comm Sa ovg kr]tment
sl untres roker- eaIeran orre Istered broker
dealers to provide notice of their government
securities activities.

31 Under the Act government securities brokers

nd ealers may be Subject to different requlations
than roke{ -dedlers re stered un erBSeot n15
For example, a firm that con Uﬁtsa usiness sole
|n overn ent securities, and therefore regrsters
the ommrssron ursuant to section
15Cd ?(igg %wou not be.a member of the
g Investor Pro ectron Car %reaatsron ( SIP? .

In addrtron undersectron 15 (b) the Secreta
e Treasury maa/a ogt 0r gov rnment secu tres
broker-dealers riles governing their hooks and
records and ca |taI requrrements that ma differ
from the rules applicable to broker-cealers
enerally. Finally, under section 15A(f) of the Act
e NASD's rulemaking authority over transactions
g%overnment securities broker-dealers in
Vernment securities Is generally [imited to
examrnmg for and enforcing compr iance wrth
applicable provisions of the Act
however, is specifically empowered to adopt rules
f0 grohlbrt fraudulent, misleading, deceptive, and
false aavertising.
3 Section 15C(a)(1)(B).

roposed amendments notice

therr overnments
Broker-dealer
Co mission will ha
o file thrs notice with teCom ission.
Re Istered broker dealers that become
sbrokers or dealers
erfequrre pursuant

on
dJate they begi
overnment securrtr
nirty days after ceasmg
ese activities.

Depending on their volume of

vernment securities business, broker-
iling notice of government
securl |es ac |vrt|es ma aI
amen terr ormB

h he
ntil July 25,1987,

Commrssron on the

It s orerI be

plicant’s annia .
secuntres or advisory

busmess Current Item 10 I’OVI esa 00X

M%&%

Com |ssro 1S ro

Revisions fo Rule 15h2-2:
Inspection of Newly Regrstered Brokers

Commrssrono
iz t|o to con uct n

roker- ea er 33 within
sre stratron

operating |n con ormrty
currtles Iaws

ro er eaertrer mew et
wrth the feder
Pursuant o th
commission a
commission 1S
R Iel b2 2to

srn revisjons to
|de rthe mspectron

urrest e respon

nt stoa ear
com |anc wrt cabe mancral
Irca J|It oft eR
nments curities roker dealers
d pursuant to section.
) and define “appl
responsibility rules” to Include

3’3 Goyernment securities broker-glealer
Iter pursyant {o section
er -Clealers, and are therefore subject tothe

asurg% suant to section 15
Cost enefits. Whyl Fthere are no
drrect ees.rel urred to e Form BD.with
the C ommrf overnment securities
broker-de ersm Zrncurcosts
ssocrate ith the proposed rules to
the extent that the E eJ) ration of the
requireg statement; comes time-
consuming or requrres the as istance of
Ielge al or accounting advice. These co]sts
difficult to ?St ate; therefore,
Commission solicits comments on the
specrfrc costs firms would face m
conrtdp mo with the p r? osed rules. The
issfon 1S p

érrtrou rly interested in
comments that | tI "the sources and
expecte amounto e Hpen Iture needed
to eett ere quireme

tso the
Individual rule proposals as well as

G G Sl e
Thg benefrts of the rP]ro(g)osed rules

rnag/ e viewed In e
ctively they |m ementt e intent of
Congress to mcrea e confidence In the
9 ernment %ecdlntres market and to

educe nss aving U.S. government
securrtres rokers nd dealers_register
or |enot|ce |tht e appropriat
re(_1_u latory authority

he Commissjon be“eves that
mvestor ro ectron be enhanced by

g se %lstratlon r qurrements
bec use they s g rovide an
a etﬁwrate basls for deter mrngwhether

afir meets minimum industr
standards for é)eratdtgas a r? vernment
securities broker or g ler. | tecase
ofsdccefsron or with ahwa the rules
would allow for a smooth, continuous
tran] oltron |[r gement and) as with
wrt rawa atp tions, enable the
Commission to determine if any further
actron IS necessar Another major
bene dI ﬁro 0sed re |strat|on
roce ure 1s that it impl Ptst e
%urrements of th eA tw e u mg a
Pr >fnst|n method an as&an ar

ﬁ%ﬁ%&&%%we
states N NASD

The Comrgrssron solrcg comments on
the costs a beHefrts of t e proposed
ruorensnalnssm%rm Ca?tnrg ? nterested in
commentsaddr}essm ﬁ dentrfrcatron
ofg er sources of costs and henefits
quantr Ication of costs an
benefrts 0 the proposed amendments.

[V. Regulatory Flexibility Act
Considerations

The Regulator%/ FlexrbrlrtlY Act
establrsh s procédural req |rements

ﬁgg Icable 0 a %enc rulemaking that
a “significant economic Impact on a

an rule adolptedb the Secretar Cyb% She
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lf]bs ntjal num of small entities. objective of the rules is to |mplement the 124Q.14b2-2. Inspection of newly
cert? Irman 0 ommiss on as provisions of the Act. The Anal gs|5 registered broker® and dealers.
ifie

ursuant tot at Ac utilized the Commission’s Rule a) Definition. For

e purpose of this
gro osg [nen dments to Ru?lS 22 it under the Exchange Act, which defines ses tion t&e term ° appt aFr ?m ncf P
e98 é?n i HOE gﬁvaesab SIS ghtlcglm Snt])a”kemldtlesl wh1en u(s:ed in reference to reslgorr&me éll%/ rules” st e mg}lH1 |gs Q
a broker-dealer. The Commission
nlft(r)r\t/ e J nﬁ)aﬁ %rgHgleg o?)lhg lfb22 Heheves tha]t the proposed I‘U|eSWIt|| ?7 sua)ntA t)oos%:hleof\gt b EEB 1|g( or
ave a significan econom|c impact on a
rokr-dealers by TIENASD Substantial number of small entities.The ad%M glon reFatm%to

:
a”g(J T exchanges, Most JY| Be[n[e]?]tto Impact, however, has been minimized by N potheca o or g o customr

SeClNA@Bbt erefore, ehrs requmn? government secur|t|es broker-

scur|t|es 3) any other fule adopted by
0'register using the same form  the Commission Te atlng o he

dealers
H%urrrgggseo e C0 ,I,ieﬁig%'%%ﬁ?‘ Wit as the orm ed for registration of other protecflon ot funds of StQUties: a”‘% 4
e PR e Ver, J3 gt sma broker-dealers, Tr arslljtreat?sfant)(o sgctleocnrelg1
me i e J0ID
equlatory Flexibility Act because the I U l bEh If-requlat i
/%D el e e AL Giotuseed in e Anayoh ach self-regulatary organization
Comments are solicited with respect o zghas res n5|8li ar examining a

Ie
Under Rule 0-11(e J gfthe Exchanﬁe this initial regulatorttr]analysm anq the koo e member (1 Ud”%f

Act, tr eComm|55| efines a sma

propriateness of the current definitiop H‘m’p ers that are government secttites

organization, when used Wlth reference oF B small broker- -dealer for purposes of ; Kers of government %%%Jorr']t'es ealer?
tlo n exchan eas(ﬁt 0 anget at the Analysis. 8 (3 o ? ﬁeAc o Sompliance
nas I‘r?er% cxemptee ﬁnl\t 1 [FRorting Acow of the Initial Regulatory (cADle financlal resoonSit ity
AR ue a8 T 1S Flexibility Analysis may be obtalned by “”teé authorized an irsohel
E et at?gﬁs thﬁn o definition  contacting IT\%nneG M sters Esq,, con uct an |nspect|on of the mem e,
tz(smaq?or anization. [t1s not pxpected  QIvision of arket Regulation within six months of (Eemem er’s
overn et secur|t|es ) eP Securities and Exchange Commission, req|strat|onW|t the Commission, to
ﬁ s will olnt %(59 okane Exchar\ Washington, DC 205497 (202) 272-2848. deeergphne\{]vhgt] g; rh e mertrp]ber IS
erefore [ |sunI| ely that there Ing | Ity Wi
e any economic Impact on an exchange v StatutoryAL:]thorlty 1 Bp“%b?“t)’ fingncial responsible rules.
that IS a small Snm Pursuant to the Securities Exchange
e proposed amendments to Rule Act of 1934 and particularly sections 3,

1522 may resu i marect costs 0 1o and 23 thereof 15U.S.C.  Bedistration of Govemment Securites
(ﬁ)vernme t ecuntpes Oker-dealers 78% )780(b )7805a and 78w the Broxers a”d e e r e Dea]ers

V/Q

at are sm ent|t|esTedp%stfne Mission dd“ 24 15Cal-|

By
ro
er, 7 being inspecte §§ 2401 5CaP 94015Ca2| 20.15Ca)- §1QCE 4 5 15 24815C323

th eexc anges are mmlmal and ) "24G.15Ca2~3, 240, 15Ca24 240.15Ca2-

t ave 4 Siani cant sconomic 200 15CH and to after the unde3|gnate ea ing above as
et on SUch government securlie 324 18 Forn B, g 249501 of  Tollows:
r eréiea ers, . itle 70fthe Code of Federal §240.15Cal~1. Notie©® of government
? ommission has prepared an. E{e ulations, in the manner set forth securities broker-dealer activities.
!iré'ctéardzzﬁgg'at%%%e? “é 8&;@; l%én i NG Everg government seurites
roker or government securities dealer
propaseg es 15C VI, Text of Proposed Amendments TRt 8 & DroKer or deal o

er registe
B Hgt():ZaZMS%% %5195 rae2v|53|ons In accordance with the foregoing, it is Zitksuattosectlons orlg {te Act
y

to Form'BD. The Analvsié notes that the Po? osed to amend 17 CFR Part 240 as ef”e]r? 4 Izrt]nsgcftllr(t)art]ncg%(lnﬁt|ty hon asg
shall file with the C

mission writt

ough section 601(b) of the Requlaory, PART 240—GENERAL RULES AMD notice qn.Form B 'h

F'ex'ﬁlfhé/r‘gcﬁffee”n%?eg%}%m‘ Snaflenuty, e oECCATIONS S S cha?terﬁ n actordanics with.the

ge inifi ns"t1 Ommiss| nhas ao|P EXCHANGE ACT OF 1934 Instructions contajned t eLeln that itis a
Inltl0n80 t eterm sma entity fo purl%oses of

overnment securities broker or
omimission. [LEEaKIng In ageordace wi 1. The authority citation for Part 240 is %overnment securifies dealer, After Jul
Et e?? {afhf}t%%; e syt S e
IS a qovernment securities broker or
eXC a“Z% geea gsma “5'” Or Sma U e r e o oo e government securities dealer prior to or
oranttlnlltase ennted T gthdttb &
E{eﬁor %\rem ntso ? 2 h&a See |ssuedunderSecs 315 USC. 78c and 15,15 On the date It begins acting as a
proker or eaeraqenera US.C. 780, Secs. 240.15Cal~I, 240.15Ca2-, overnment securities broker or

0I' Sm
e tae s vt

gner ;li s ere. Drep, Ftereﬁffu suatr\t1 Secs. 3,15 U.S.C. 78c, 15C, 15U.S.C. 780-5,44 br er qr.gquern en Secur |es 3ealr
Staeme r.that.ha to Ica taI 0 ﬁ]

et r@g |asece|(£]r? SiElN] ervxP arap
SOy s Sl ol ate essifn 2, § 24015022 | ame nded by revising  #hmmission er nno Ce on Lort BD
ﬁﬁcaPOSrea" H% f@h?ggid) i d paragraphs (a) and (b) as follows: maccoraance With the InStructions

zan I t|etmot]e MO 15CaD.2, 240 15CaD 3, 240 15Ca2 overnment securities dealer.
(f 240.15Ca2-5, 240.15CcH, also issued under Everg overnm nt see t|t|e
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contained therein when it ceases to be a its net worth and the Treasury capital c0 ! or otherwise, and (iv) the
overnment securitjes broker or requirements pursuant to ¢la ses(t ar]rd gt H and Iprocedures tp be em ﬁ)(lo'y
nt ecuEtttes d(ealer otice 53 ereo Int sttndcompltance Wi gsuc overnment se urtre %
wit H q s arter the Icah ecarena ules vernm ntsecuntres aler ort
atet ro er or aealer has ceased 0) The schedule otsec rities urpose of supervrsrnﬁt eaetrvrtres of
actin asaﬂ]overnmentsecuntes broker t urnis eﬁ ?arto H éatem (ntof ersons assoclated with It, and
or a government securities dealer magtéra gonahrons all be deeme A statement descnbrng the
_ confi entta It bound separately rom ar an ementsma efor the obtaining of
524018Ca2-1  Application for regfetisfior H ?0 such ate?ent exce fhe fund sredun ?rt ¢ operation of
azj‘egrg;,e;gn:eguﬁ;ggtyg;erm erera that It s aI be avalla orofrcra use Its busjness for the first year o
9 2 An anolication for reqistrat Uy ana/o ficial orempo eeo te operations. after rﬁgtstr ion nd the
Q e S/K i nite ftates or an a uses to which such™tun swrl
uant 1o section Lob.{d ?( OLte  national securitjes.éxc rnattonal stattng in appropriate detail the
Acto agovernmentse || w
nt securities dealer sha

l%er or secuntrﬁ association 0 E) nsese ec fed to be incurred for
??8 the C F BeD erson filing such statement |sa . h first year of 0 erattonsater
(g 79 501 ofethlgcnanstse?)nrﬁnacgmance ember, of ith whom the pyrson i e |strat|on and stttn ort th
wrth the instructions contained therein. S5 to be assqciated), C any aan emer}ts(gr(rja IE}H}/] J orft e,

ons contained thereln. . offer erson to whom the om sson gbiaing of itional funds If suc
b Ever amenament 1o o MIed authorizes disclosure. o such ungs uldhecome necessary.
X a verhment seurities broker or 4 Information as being in the public Att ch%d 0 ac f he statements
dareiant 1o sectior 'fgc [ eaered interest, re e Y s rule shallbe an oath o
Aurts an to section 1oG t( v)vrt fne S ) Ever %overnment securities rmation that the information
(s an,%O S} u ?[,an '5.15C. and er or government securities dealer contalned therein s trug and gorr ctto
32?8918 g, sections G \(r)vnhoot r%s n application for registration  the best krl(owled e]and elief of the

D u suantto Rule T5Ca2-l pre]rson ma oath ora |rmaton
condition t© b®filed with application for % tement thats aII nc ude the before.a person dul auth rtzed fo
registration as ®government securities ollowIng. . dminister such oath or affirmation. If
broker or government securities dealer. S]F])A rePresentann that the capital of  the government Securl'[les roker or

8 Ever overnmentseeuntreé such gove nmentsecunttef rokeEor ov rnmenhsec rities deaIer |sasole
br erorg ernment securities dealer gover men{ sec htres deﬁer has been ranetors dg e oath or a |rmat|on
wha files plp Ication for re |strat|P ontributed, and. that such amount of hall beH] Xthe g ’onetor | ?
on FormBDR santto Rule ThCa2 apital will ‘continue to be devoted to its partners ﬁ % ral partner; i
shall |Iewrt SUC |?p lication a SIness as government securitie ?{rctoratro a uly authorized
statement 0 ftﬂancra condition soJa roker or government securities dealer, ~ offIcer
date no moret an 3 sa er the date andade?cngtton oftlhe ngture and Seg [)The n/rovrsrons of this. rule shall
onw ich such stﬁtemen iled and as source of such capita B é)rp¥ oago ernment secunéres
of a ater ecttng any matena QAregrese}ntatron that agle uate roker or government securities dealer
change, If t ere as been Hnatena arrangements have been made Dy such Bucceedrn to ang contdnurn the
change. Such statement of financia over ment securities bro eror usIngss aregrstere govérnment
condition shall: (1) Be in such detail a ov rP ent securttes dealer for the securities bror orgov rnment

Idtsclose e ature and amount 0 rnentan O|r}tenanee of securities dealer, provided that such
?sets and liabilities an tenet ort equate acilities an manc*g SUCCESSOr government sec rrrres roker

of such government sec rtttes o eror [) yired for the carrying on o or overnmient securities dealer files

overn T tsecun ies dealer; ?ontﬁrn usiness as a goverrment securitjes the apt%ltcatron (in FormBD a

schedule listing the securities of suc proker or government securities dealer, statemento Inancial condition as

overnment sec rrtres Eroher or and an un ertaktntlt that such sp fr%d In para raphg a) of this section.

overnmentsecuntres eaeBorrnwhrch overnment securities hroker or The in orm 1on r u ant
overnment securétref roker or overnment secunttes aerwrll rag Qa tPl ?

?ove menésecurrtre rhas an ontinue to O|na|nta|n acill ttes and g fthis rule sha

nterest an n‘arFa market for the in ndnga equate for 1ts b srnelss and ove nt securitjes ro er r
Security exists, va urn%t e aecunt } a etailed 511 tement t ereo |r]ne udinga  government securities eaIert at has
tRe market ncewrth n|n |cat|o iscussin of t enﬁtureo suc een actrndcontrnuou%m
the market op which such va uatron 1S arran en]e s wit res[ofe Q overnment securities broker P
made, and (3 contatnacom utatton ersonnel, (1) physical facilit (bn t{he overnment securities deale orone or
made in accord ancevB/ |ta dntenche and rese atron oreYears lortoJu|I?/ 987, and
eurrements ar[[)]p Ica etot usiness records re urre ap |e who files with 1ts application for

overnment sec ntresb (? eror Perrsr nso atpf Ica e Bgerstrauon arepres ntation that it has
goven] e[rt secumtes Eerun er the ules o ang natrona sec gen acting as a government securities
apital rules estaplished )E exch an rnatron securities Pker or dealer as of a date prior to
Se r]etar ofthe T asur OF purposes assoqa IOB & ich such overnment July 25.1
of t ISF ra?ra h (a), overnment  securities broker or govern t{The Commission may, upon
securities b erorgovern ent se%unttes ealer |samember mcludtng written requestorugaon ItS 0 nmotron
securlties dealer is a soler Information concerning any exempt from the vrsrons ofthrs rule
Pzra% Irlrtelte%rgftgu the gersonal assets and  arrangements made for the adequate any government ecurities brok er or

ernment sec nttes ﬁerfo marnce ft ese functions and ﬂovern ent securrtres dealer, either
h org Vern enhsecuntres ealer uties with a bookkeeping service ncon tronalyorons pecified terms or
sha ernc ude the computations of ~ company ordata processing service conditions, as it deems necessary or
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rorprrate in the ubhc mterest or for Jud ment, or decree of a court of rule or rr(ejgulatron ynder anal of those
t TQtectron of I % _ Retent Hurrqﬁrctron to continue the  Acts, a Jstrpu ates an n%;reeﬁ that
he statement of financial usr ess 0f such registered government  any such cWVil stit oracHon
|t| n re urred by thl? rueshpll be  securjties broﬁ<er orgovernment commenced against suc ﬂover ment
eeme Ra p] %ap |cat|0n ?e urities eaerﬁ vided that such securities bro er or%over ment
registration within the eamng iduci rg files with the Commission, no  securities deal e]r ba( e service of
provrsronso f]ectron515 15C ang 32 a) more n 30 daysater enterrng upon rocessu ont om |ssron and the
of the Act authorizing the Cpmmrssrp teger ormance off Ith utles, a orwar |n of a copy thereof %
to rescribe the form of agp ication for ?tg ment settin t eﬁto such provr ded | arat]; ahh 5 of thys section
stratron of @ government securities iduciary su sta tra yt e Information  and that the service. as aforesald ofanz
er r overn eh secuptre ealer  required by FormB suc ﬁocess pnea ings or other Ea er
|t|ngt e filing of a false _ H (Ht e Commission™shall tie taken and
app catron §240.18Ca2-5. Consentto service @ in all courts to be as va 1d and
process te be furnished by non-resident inding as ? due personal service
§24G.15Ca2dS. [Registration ofsuccgssl?r governmenisecuriti_es groITers ordb thereo? J been Fr)nae
to registered government securities broker overnment securities aealers an non*
or ogvernmer%securrtres dealer. rgesidentgeneral partners or managin)g b) Each %Ovemment SECUFItIES broker
a) If a government SeCUI’ItIeS broker ~ @agents of government securities brokers or vernment securities dealer
or tove %ent ecurities de government securities dealers. re Ister AJUI’% ﬁntto section
Foods 1o o continyes ﬁ Dusiness a)Each non-resident government Q e Act that becomes a
? overnment Securities roker or securities bro er or gove nment BO” side t%overnment securlt(e
ovegnmentsecurrtresé | regie ered  securities d eaer ying for roker qr government securities dealer,
BUrsUANt 10 section TG a)(ATol the  Tedist rafon ey tho sec fon and each general partner o managing
the Act, eac non- agent of an uninc

e it 'S”gt'%g”rgr‘;tam eh&?&gs&r resrtgent g%r%era artner of a overnment - Ui brofer or qovern

tesuccessor ora securitie roker or governmént ecurities dealer registere

rporate rﬁgr\]/er ment

or apJ)nIying

shall be deeme
the reagrs%ratr no

securrtres dealer ar(t{nershr that js ?or registration urguant 0 sect
%I\?r ded ZSat%%sgpterC%thcons el apﬁ ?forsuc Fesirat n, z%nd each 3(?) A) of the Act who becomes a
re |strat|on onF 49 501 of es dentmana% agent of any pn resident aftersuch regrstratron or
s(; a ter IS | successor other unincorporated government ofan app ?aftron orsuch
satersuc successron securities bro eror% overnment rel ration, shall turnish such consent
otwrthst ndin roViso to Securities deaﬁertha IS ﬁppl}/mg for gn 9 Werpt attorney no more than 30
ra %lthrsfj P registration, shall gurnrs to th a st ereafte
oveg n?en gcuritles rot(er or Commissjon, In a form acceptahl tO the 2 ervice Of any process, pleadings
overnment securities dealer succeeds Commrssron awritten irre oca or qther papers onthe Comm|35|on
oand continues the husrnesso consent and power of attorn(f Hn er this ruIe shall be mad g Iy
re £Cessor government securrtres des nates the Securities apd Exc ange erverrngt e requisite num er of copies
ro or or overnment securities dealer mIssIon as ana ento thereof tq the Secreta[]y of the
that |s ster pursuant osectron overnment securrtrs rok er or %ommrssron or 1o suc her erson as
15C( a fe eAct vernmentsecurrtres dealerupon eCorr”ttlsshon ma aut orize to actin
succe sbase sIe onacha ge Hr be served any process, f ga eneve rocess ,
In the re £Cessor’s ate or state oP Elea ng s or ther ape $in any civil gea in s or ot erépcpe sasaoresahd
Incor oratlon fSormo organization, or uit or dct |0n rou tln any appropriate  are ser ont ommission, It S
chan e In com o |t on ofa partnership, ~ court n anrp (p nject 1o t promtp é/ o ward COHH ereof b
ratio esuccessor ma erI’ISdICtIO il n| State e ISter orcertr ed mal tot 8
ect&fh amendin wrt |n 0d o? espect t aR/ useo a g pprop rra}e een:i\ satt |r Iast
UCCession th crues ur Ing the perio Ig rl)gr %ddresso record hf
edecessor to re ec Ttes chan es when such govern ent securities broker — Gommission; ur the
pr |s amendment shall tb (? em or overnm nt securrtres ealer , rﬂrﬂrssron to or ar suc
lication %r reqistrati n?tl rf y the |st r]e ursuant to sectio shall haye no effect ont eva |t Qf
P ecessor and gdﬁo h the Act an endp g either teservrcema onte om ssron
Euccessor This succ ssor overnment w egistration IS ¢ p (p ed or e ommiss| ns Il be furnis e
securities broker or goverrimen revoke orw en a notice filed by such  sufficient number o copres h«;
securities dealeralrg mustrpfe with its gNovemmen% securities dr0||<er t0r pr)OE%rapT”ggsee sc%e)th%rrlttrsle the
qvernment securities dealer to
rorm B0 amencment the statements of ithdraw from suhre Istration fol owrng definitions shall app

frnancral condition specified in Rule
15Caz-2.

ecomes effective, whi hever 15 earlier, (1) The term “man |g%a n¥” shall

|| ) that arises ouf of an ctrvrty, r%any mean any erson, Inc atrustee
§240.15Ca2-4 Registration Cffiduciaries.  plage subject to the ur ctron of who.d wecsormandages orw 0
The regrstra(ron of a government nite States oceurting In connecpon participates In the difecting or managing
securities broker or government with the conduct ottheb siness of such Ot the affairs of any unincorporated
securities dealer pursuant to section 15C  government securities ro eror organization or association that is not a
of the Act shall be deemed to be the overnment secuyities dealer, and (iii) partnershr .
re Istration 0 anze ecutor, at 1s founded, directly or indirectly, (gThe erm “non- regrd nt

Inistrator g% ian, conservator, ypon the Secur}rtres Act of 933 the ovérnment securities ro er or
assrpnee or the benefit of creditors, Securrtres EXC ange Act of 1934, the overnment securities dealer” s éa
rece ver, trustee In |nfsolvenc or Trust Indenture 1939, the ean: (JI J eca?e of anr diviqual,
bankru &y, orote uclary, Investment Comp ansyAct 0f1940 the one who is domiciled n or as IS
appointed or qualified by order, Investment Advisers Act of 1940, or any  principal place of business in any place
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nottsedb ect to t@ ur| diction orfthe thra Baranqrapn { 2exce éat sgch time Keep.a copy. Duplrcated copies may he

United States, (11)In t ecaseo a ew such terms and conditions as fre it marual gsrgned Copies must be
corporation, on mco[ orated in.or the Commissio eemi necessary or made on standard Size white paper, in
Qﬁ n?arctg Rcr)ltnscd glget oe uur?égrecstsr 0qu t r%tréatteolrr]r 9?6 V%tsrtrcrénteres orfor  the same size as the original.
R nrte States: (iil) In the case of a {5 Very notice o?wrthdrawal filed Eorm BD Initial Filings—Required
uant fo t |s 56 tron shaII constrtute tatements

Bartners P or other nrncorBor ted pu

rganizatl Por asso f)atron aving ‘report” within t rg Rule 15b1-2 and Rule 15Ca2-2 require
'tf principa lg)aceo usiness.in.any sections 15,15C, an 32 a) of'the Act. filing with each initial Form BD
Pace not su éectto the Jursidiction of a Pcatron tWo copres of special
n nre PART 249~ FORMS, SECURITIES ctatements of finatici condition,

‘o eneor\?e narrqterrretrsgg nr?frrlgs 'ngr ET_'FQNGEthACT OFt ltg34f P 210 cagrt?I c((j)ntrrb(utronS ?acr?ttresEand first-

. The authority citation for Par ear funding. (See Securities Exchange

990"9”‘ et securrtres el o ll e continues to reaay in part as follows: %ctReIeasegNo 0504 (May 12 1972)g

eémeq to.be anon resident e IS
Authority: The Securities Exchange Actof  Jecurities Exchange Act Release N.
Jurrsérctron o?tr\{epuarsretergiOtStsgtlte]sea othe 13 R ULC Toa ol ey : 24109 (Fep. 18 1989))

§240. 15CCl 1. Withdrawal from re\§|s[:eg§|¥|fg|||)oa/resmbed by §249 501 13 SUCCESSOI’ RegiStration

Revisions {g the
registration. A broker-dealer that assumes
gNotrce of withdrawal from SJg Ct't%rﬂﬁ § emen eJteFéFl{%/lagg 3 substantially aail the assets and
B \(gagrronosgr%ﬂ]overnmen securrt oes not ap ear in the Cﬁ] e of Federal lighilities of and continues the usiness

ent securitie of a predecessor broker-dealer is a
%Ess aa“) Sfe f“onn OQ% |n$ the tFﬁeegg)l(%tIO%SnToheg i E0UIES E\rnE%V chb s%cchssorb%)é(Zer dreealerrreRamse }:gebslsgr
ggcor ance Ve/rlgr]nt e mstructrons ﬁg?(,““c anged appears in the Appendix BrokerJ glea?er to%re unew chrn% BD (or,
@)& E]xc et éheremafter rovided, a By the Commission. mrg gg'e%sé?stt)?&gg? oAers Forh BD)
Agute 10 W thdraw from registrafio Shirley E. Hollis, ithin 30 days. The fmg mustrndrcate
overnment sec Eles rO er ASSIStantSecretary 0N pa e 2 of the orm that the applicant
8 ov rn ent S(%CUI’I'[II ealer sna February 18,1987. IS a sticcessor and must conta”‘PP
0”}?3 el ve 5 mat%ers ontne  Appendix-Form BD stateme to?frnancra condition
srxtre ay atter ing t reﬁfwrth e Rue15b 20rRuIe 15Ca2-|
the C mm ssron OrWIt |n suC orter Nate.—This appendix will not appear in mBDS ssor ”n S,
erlo of tln}e as th eCommrs&rons all  the Code of Federal Regulations. Securrt & XC ange Ac elease NO
Hetermine. | jotce DWIATaW r0M oS APPROVAL I SapTaar opa) Sest
registration s fled ith he ommrsfs M OMB No 3235-0012 Exchange Act Release No. 24109(
e T SR il
mstrtutrn ceedin lpursuant to U.S. Securities an?] Exchange Prohibited Broker-Dealer Names
ectron tﬁcen e . Commission, Washington, D.C. 20549 Unrt d States Code Title 18 Sectjon
|m|tat|0ns the actl |t|e functons o Special | structrons for Co Ietrng or eksacrrmrn Foffense o Usin
geratronso sus en or revoke the Ame n% ?rm BD, Unifo tewor s“Natronaﬂ A g
grstratrogo SuCh government AP(H( Icagion Tor Reﬂrsﬁratron ga . “United States” "reserve *or "De osrt
seCurities hroker or government er-Dealer, with the U.S. Securities Insurance” in the name o DErso
efurrtres dealer or i, before the and Exchange' Commission. organization mt?re%rokerae usrness
crvedzilteotenotrcheof H 4 Where to Eil q th db Federal
ommission ins |tuts eFormfﬁD and its schedules in tese wor sare sed in the ¢
ocee n or% roceed| |mpose tri >(p cate with the ecurrtres aﬂ fon i rﬁ)nlscee\n Sth eeF'(;}CmU Baer)‘( ﬁ%}ﬂ}%ﬁo
Irtma ore n itions up ons an e omm|3f|| asdnotoOrIZe w ) The Words are permitted

hdrawal, th enoRce of withdrawal Manua

%sr nan
shall not become effective pursuant to aII three copres ont

g gxecution page. BILLING CODE 8010-01-SS
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NO)}@)I L
Explres #ervﬁ]r%/} 3Aoc(%llozn'

Instructions Cor Fora BD
. [‘Rgerl}mlwﬁlontnlafwfe R A I R R

2. Contact Employee - The individual listed qn 1 as the contact emplo ee ust be authorized eive ail
com?ﬁfance Hn Jon commun?canons an nPaﬂlengs anrs Ee responsel (] H‘lssem?na%mg ﬁ If%l Ch
applicant's orgamzatlo

3. FOrroat
° Attacks an execution pa ) with original manual signatures to the initial Form 5D filing and each

amengment to t% Oforrﬁg ép?l%dull es Al rouah D. g g

° Type all information.

* Give the broker-dealer and date on each page.

° use only the Form BDand its Schedules or a reproduction of them.
4. Definitions

0 Applicant - The broker-dealer applying on or amending this form.

° Control The Qwer to dlrect or ause Ihe dlreetlon of the managangntg 0|IC} es of a cq nparrg whether
rou h wne |g irm that |r
r exer |sm ei(e tlve res E§|b| or ‘havi gofs ilar stat us or unctons ?
or n |r ectl sn P 110 V0 ercent or more of the vofing securities or s enmed
ercent or morg of the profits Is presumed to control that company.

° Junsdlcuon Any non- Ftederal government or regulatory body in the United States, Puerto Rico or Canada.
° Person - An individual, partnership, corporation or other organization.

0 Self- regulator or anlzatéon nynauonal securities or commodities exchange or registered securities
association, or registered clearimg agenc

5. ched le A Bandc als not required to have a Form U-4 mdmdual re istration). in the Ceptral
“s ra{ o?eePO g&ﬁ il “ %R ﬂgor OB°§|gn Pures are n8 % {])FG H]i eﬂ]

ican appear in orm em o requwed

6. chedule D - Schey ovides additional space for explaiping "Yes" answers to Fon te ‘ ut not
?lonru%%ntlnumg E He(fulespi\ E 8 To connS ue Sc%eﬂg %90[ 8 use COpSIES of tWeBgc egllje Be}ng con-

1. Eegedule E - Schedule E Amendments to report changes in Branch Offices may be submitted without an execution

orm or er

G R R

8. Fedgeral rmsaé&on Law nd R %UIre ents - The Ser)cungles ?xchange Act of %934 Sections 15, 15C, lg) agea?( ),
il
oluntary.

availa oma ecurify Number in
9. Government Securities Activities

A tion 15C of the Exchange Act t broker-dealers t r with the SEC.
o9, T RO M S BRI LA NS S Ay SRR Bl e

* BTSN TR A LR e LR 08 e
roker- dea er actlvmes must filea otle (mForm hy answering "yes" to 13A.
C. Broker-dealers reb%lstered under ?ECIIOV’I lsweor 158 of hhe Exchange Act that cease to conduct a goxﬁrn

ent se lIJI'ItIeS sines notice when geasm their gé ities in government securities.
1e an amen me orm answer yes tem

ormation, which aids in I entlfymg the appllcan

0 go,



FBS D

PAGE
1

(Execution Peso)
(revived 1/86)

WARNING

OFFICIAL USE
UNIFORM APPLICATION FOR BROKER-DEALER REGISTRATION

Failure to keep th<s form current and to file accurate supplementary information on a timely basis, or the failure to keep
accurate books and records or otherwise to comply with the provisions of law aoolymg to the conduct of business os a
broke'-dealer would violate the Federal securities laws and the laws of tho jurisdictions and may result in disciplinary, ad-

ministrative. injunctive or criminal action.
INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS.

1 1 APPLICATION 0 AMENDMENT FIRM CRD NO..

1 Exact name, principal business address, mailing address, if different, and telephone number of applicant.

A. Full name of applicant (If sole proprietor, state last, first, and middle name) B.

IRS Empl. Ident. No..

¢ Name under which business is conducted, if different:

0 If name of business is hereby amended, state previous name:

E. Firm main address:

(NumMi and StrMt) (city) (Stats) (21p Coda)

Mailing Address, if different:

F. Telephone Number

CONTACT BVPLOYEE

EXECUTION. For the purpose of complying with the laws of the Stateis) | have deslgna{ed in Item 2 relating to either the offer or sale of
h

securities or commodities. | hereby certify that the is witl state surety bonding re-
quirements and irrevocably apoomt the administrator of each of lhose State(s). or such other person designated by law.
and the successors » such office, my attorney in said State(s) upon whom may be served any notice, process or pleading in
any action or proceeding agamst me arising out of or in connection with the offer or sale of securities or commodities, or
out of the violation or alleged violation of the laws of those Stale(S) and | do hereby consent that any such action or pro
ceedmg agamst me may be commenced in any court of competent jurisdiction and proper venue within said State(s) by ser-
vice of process upon said apoomtee with the same ellect as if | were a resident in said Stateis) and had lawfully been
served with process in said Stateis)

The undersigned, bemg first duly sworn, deposes and says that he has executed this form on behalf of. and with the
authority of said The and that the information and statements contained
herein including exhibits atlached herem and other \nformatlon filed herewith all ol which are made a part hereof, are
current true, and complete The undersigned and applicant further represent thal to the extent any information previously
submitted is not amended, such information is cunentiy accurate and complete

Name of Applicant

Signature and Tit'e

Subscribed and sworn before me this_

My i expires,
This page must always be completed in lull with original, manual signature and notarhation.
To amend, circle Item (6) being amended.
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To amend, circle Question numbers emended end fll» with a completed Execution page (Page 1).
OFFICIAL use

Applicant Name
Date_ Firm CRD No..

To be registered with the following, “designate) V initial Registration. "2" Pending,
or membership listed herein is of a resmctbnature, explain fully on Schedule D.

0000

ASE BSE CBOE CE MSE NASO  NYSE  PHLX PSE

00
00
0
n

SECURITIES & EXCHANGE COMMISSION

D o

0
Q sC

Date of formation.

=S OO0
S OO0
SO0 O0O
VI OO
OO0 O0O
OO0 O0o

Zz= o

] l:orpmamon Complete Schedule A CU Partnership Complete Schedule B Llliole Proprietorship  Complete Schedule C

I <

if applicant is a soie proprietor, state full residence aodress ano social security numoer

Social Security No.

iNuetibi mo Ste

is applicant a successor to a registered broker dealer’
If yes. explain on Schedule 0

If yes. state

Date of

Full name. IRS Empl ident No SEC File No and Firm CRD No of predecessor broker-dealer

Name

IRS Empl Ident No

SEC File Number

. Complete Schedule C

A. Does any person not named in Item lor Schedules A Bor C.directly or indirectly lhrough agreemenl or otherwise,
exercise or have the power to exercise control over the 1t or polices of

(if yes. state on Schedule D the exact name of each person (if individual state last, first and middle names) and
describe the agreement or other basis through which such person exercises or has the power to exercise control)

B. is the business of applicant wholly or partially financed directly or indirectly by any pefson not named in Item 1 or
Schedules A. Boor C m any manner other than by Mia public offering of securities made pursuant to the Securities
Act of 1933. (2i credit extended in the ordinary course of business by suppliers, banks and others, or a satisfactory
subordination agreement as defined m Rule 15t3 1under the Securities Exchange Act of 1934 (17CFR 524015c3 1)

(If yes. state on Schedule D the exact name (last, first, middle) of each person and describe the agreement or
arrangement through which such financing is made available, including the amount thereof.)

YES
=

yes

L

Already Registered. If any license, registration

010

NO

mj0)
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FORM 10 Page 3

To emend, circle question numbers emended and file with o completed Execution pogo (Page 1).

OFFICIAL USE

Name

Date Firm CRD No.

7 Definitions

o Control affiliate - An individual or firm that directly or indirectly controls, is under common control with, or

is controlled by the applicant. Included are any pl din A,B or C of this form as exer-
cising control. Excluded are any employees who perform clerical, administrative, support or similar functions;
or who, regardless of title, perform no executive duties or have no senior policy making authority

© Investment or investment-related - Pertaining to securities, commodities, banking, insurance, or real estate
(including, but not limited to. acting as or being i with a broker-dealer, investment pany, ir
adviser, futures sponsor, bank, or savings and loan association),

o Involved - Doing an act or aiding, abetting, counseling, commanding, inducing, conspiring with or failing reason-

@

o

o

ably to supervise another in doing an act.

In the past ten years has the applicant or control affiliate been convicted of or pleaded guilty or nolo contendere
("no contest") to:
(1) afelony or misdemeanor involving

i 1tor an i elated busine:

fraud, false statements or omissions,

wrongful taking of property, or

bribery, forgery, counterfeiting or extortion?

(2) any other felony?

Has any court

(1) In the past ten years enjoined the applicant or a control affiliate in connection with any investment-related
activity?

(2) ever found that the applicant or a control affiliate was involved in aviolation of investment-related statutes
or regulations?

Has the U S. Securities and Exchange Commission or the Commodity Futures Trading Commission ever

(11 found the applicant or a control affiliate to have made a false statement or omission?
(2) found the applicant or a control affiliate to have been involved in a violation of its regulations or statues?

(3) found the applicant or a control affiliate to have been a cause of an investment-related business having its
authorization to do business denied, suspended, revoked, or restricted?

(4) entered an order denying, suspending or revoking the applicant's or a control affiliate's registration or other
wise disciplined it by restricting its activities?
Has any other Federal regulatory agency or any state regulatory agency

(1) ever found the applicant or a control affiliate to have made a false statement or omission or been dishonest
unfair, or unethical?

(2) ever found the applicant or a control affiliate to have been involved in a violation of investment regulations
or statutes?

(3) ever found the applicant or a control affiliate to have been a cause of an investment-related business having
its authorization to do business denied, suspended, revoked, or restricted?

(4) m the past ten years entered an order against the applicant or a control affiliate in connection with invest-
ment related activity?

(5) ever denied, suspended, or revoked the applicant's or a control affiliate's registration or license, prevented it
from associating with an investment related business, or otherwise disciplined it by restricting its activities?

(6) ever revoked or suspended the applicant's or a control affiliate's license as an attorney or accountant?

YES

YES

00 0Os Os
OO0 oo0oo O

O Os
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To emend, circle question numbers amended and file with a completed Execution page (Pogo 1).

Pap 4

Applicant Name:
Date- Firm CRD No.

Has any self-regulatory organization or commodities exchange ever

found the applicant or a control affiliate to have made a false statement or omission?

c

(2) found the applicant or a control affiliate to have been involved in a violation of its rules?

(3) found the applicant or acontrol affiliate to have been the cause of an investment-related business having its
authorization to do business denied, suspended, revoked or restricted?

(4) disciplined the applicant or a control affiliate by expelling or suspending it from membership, by barring
or suspending its association with other members, or by otherwise restricting its activities?

Has any foreign government, court, regulatory agency, or exchange ever entered an order against the applicant
or acontrol affiliate related to investments or fraud?

Is the applicant or a control affiliate now the subject of any proceeding that could result in a "yes" answer to
parts A-F of this item?

. Has a bonding company denied, paid out on. or revoked a bond for the applicant?

Does the or liens against it?

have any ur [

Has the applicant or a control affiliate of the applicant ever been a securities firm or a control affiliate of a
securities firm that has been declared bankrupt, had a trustee appointed under the Securities Investor Protection
Act, or had adirect payment procedure begun?

Item 7 Instructions
If a"yes" answer on Item 7 involves:

o the applicant broker-dealer, or an individual without a Form U-4 (individual registration) in the CRD.
give the details on Schedule D.

o an individual with a Form U-4 (individual registration) in the CRD, attach any necessary Form U-4
amendments to the Form BD. The CRD will update the Forms U-4 and BD.

For ooch yoo" to Item 7, glvo tho following dotollo of any court or regulatory action:
o the broker-dealer and individuals named,
o the title and date of the action,
o the court or body taking the action, and
o adescription of the action.

. Does applicant:

Have any arrangement with any other person, firm or organization under which

@

Any of the accounts or records of applicant are kept or maintained by such person, firm, or organization?

(2]

Such other person, firm or organization (other than a bank or satisfactory control location as defined in
paragraph (c) of Rule 15c3 3 under the Securities Exchange Act of 1934, 17 CFR §240.15c3 3) holds or
maintains funds or securities of applicant or of any of its customers?

Have any arrangements with any other broker or dealer under which applicant refers or introduces customers to
such other broker or dealer?

(If the answer to any question of Item 8 is "yes," furnish as to each such arrangement the full name and principal
business address of the other person, firm, or organization, and the summary of each such arrangement on

Schedule D > —

Does applicant control, is applicant controlled by. or is applicant under common control with, directly or indirectly,
any partnership, corporation, or other organization engaged in the securities or investment advisory business?

(If "yes," state full name and principal business address of such partnership, corporation, or other organization and
describe the nature of control on Schedule D See instructions for definition of control.)
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