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(i) To or for whom a creditor extends,
arranges, or maintains any credit; or

(ii) Who would be considered a
customer of the creditor according to the
ordinary usage of the trade;

(2) Any partner in a firm who would
be considered a customer of the firm
absent the partnership relationship; and

(3) Any joint venture in which a
creditor participates and which would
be considered a customer of the creditor
if the creditor were not a participant.

Debit balance means the cash amount
owed to the creditor in a margin account
after debiting amounts transferred to the
special memorandum account.

Delivery against payment, Payment
against delivery, or a C.O.D. transaction
refers to an arrangement under which a
creditor and a customer agree that the
creditor will deliver to, or accept from,
the customer, or the customer’s agent, a
security against full payment of the
purchase price.

Equity means the total current market
value of security positions held in the
margin account plus any credit balance
less the debit balance in the margin
account.

Escrow agreement means any
agreement issued in connection with a
call or put option under which a bank
or any person designated as a control
location under paragraph (c) of SEC
Rule 15c3–3 (17 CFR 240.15c3–3),
holding the underlying security, foreign
currency, certificate of deposit, or
required cash, is obligated to deliver to
the creditor (in the case of a call option)
or accept from the creditor (in the case
of a put option) the underlying security,
foreign currency, or certificate of
deposit against payment of the exercise
price upon exercise of the call or put.

Examining authority means:
(1) The national securities exchange

or national securities association of
which a creditor is a member; or

(2) If a member of more than one self-
regulatory organization, the organization
designated by the SEC as the examining
authority for the creditor.

Exempted securities mutual fund
means any security issued by an
investment company registered under
section 8 of the Investment Company
Act of 1940 (15 U.S.C. 80a-8), provided
the company has at least 95 percent of
its assets continuously invested in
exempted securities (as defined in
section 3(a)(12) of the Act).

Foreign margin stock means: (1) A
foreign security that is an equity
security and that appears on the Board’s
periodically published List of Foreign
Margin Stocks based on information
submitted by a self-regulatory
organization under procedures
approved by the Board. Foreign person

means a person other than a United
States person as defined in section 7(f)
of the Act.

Foreign security means a security
issued in a jurisdiction other than the
United States.

Good faith margin means the amount
of margin which a creditor, exercising
sound credit judgment, would
customarily require for a specified
security position and which is
established without regard to the
customer’s other assets or securities
positions held in connection with
unrelated transactions.

In the money means the current
market price of the underlying security
or index is not below (with respect to
a call option) or above (with respect to
a put option) the exercise price of the
option.

Margin call means a demand by a
creditor to a customer for a deposit of
additional cash or securities to
eliminate or reduce a margin deficiency
as required under this part.

Margin deficiency means the amount
by which the required margin exceeds
the equity in the margin account.

Margin excess means the amount by
which the equity in the margin account
exceeds the required margin. When the
margin excess is represented by
securities, the current value of the
securities is subject to the percentages
set forth in § 220.18 (Supplement:
Margin requirements).

Margin security means:
(1) Any registered security;
(2) Any OTC margin stock;
(3) Any OTC margin bond;
(4) Any OTC security designated as

qualified for trading in the National
Market System under a designation plan
approved by the Securities and
Exchange Commission (NMS security);

(5) Any security issued by either an
open-end investment company or unit
investment trust which is registered
under section 8 of the Investment
Company Act of 1940 (15 U.S.C. 80a–8);

(6) Any foreign margin stock; or
(7) Any debt security convertible into

a margin security.
Money market mutual fund means

any security issued by an investment
company registered under section 8 of
the Investment Company Act of 1940
(15 U.S.C. 80a–8) that is considered a
money market fund under SEC Rule 2a–
7 (17 CFR 270.2a–7).

Nonexempted security means any
security other than an exempted
security (as defined in section 3(a)(12)
of the Act).

Nonmember bank means a bank that
is not a member of the Federal Reserve
System.

Non-U.S. traded foreign security
means a foreign security that is neither

a registered security nor one listed on
NASDAQ.

OTC margin bond means:
(1) A debt security not traded on a

national securities exchange which
meets all of the following requirements:

(i) At the time of the original issue, a
principal amount of not less than
$25,000,000 of the issue was
outstanding;

(ii) The issue was registered under
section 5 of the Securities Act of
1933(15 U.S.C. 77e) and the issuer
either files periodic reports pursuant to
section 13(a) or 15(d) of the Act or is an
insurance company which meets all of
the conditions specified in section
12(g)(2)(G) of the Act; and

(iii) At the time of the extension of
credit, the creditor has a reasonable
basis for believing that the issuer is not
in default on interest or principal
payments; or

(2) A private pass-through security
(not guaranteed by an agency of the U.S.
government) meeting all of the
following requirements:

(i) An aggregate principal amount of
not less than $25,000,000 (which maybe
issued in series) was issued pursuant to
a registration statement filed with the
SEC under section 5 of the Securities
Act of 1933 (15 U.S.C. 77e);

(ii) Current reports relating to the
issue have been filed with the SEC; and

(iii) At the time of the credit
extension, the creditor has a reasonable
basis for believing that mortgage
interest, principal payments and other
distributions are being passed through
as required and that the servicing agent
is meeting its material obligations under
the terms of the offering; or

(3) A mortgage related security as
defined in section 3(a)(41) of the Act; or

(4) A debt security issued or
guaranteed as a general obligation by the
government of a foreign country, its
provinces, states, or cities, or a
supranational entity, if at the time of the
extension of credit one of the following
is rated in one of the two highest rating
categories by a nationally recognized
statistical rating organization:

(i) The issue;
(ii) The issuer or guarantor

(implicitly); or
(iii) Other outstanding unsecured

long-term debt securities issued or
guaranteed by the government or entity;
or

(5) A foreign security that is a
nonconvertible debt security that meets
all of the following requirements:

(i) At the time of original issue, a
principal amount of at least
$100,000,000 was outstanding;

(ii) At the time of the extension of
credit, the creditor has a reasonable


