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(i) The purchased security was
delivered to another broker or dealer for
deposit in a cash account which holds
sufficient funds to pay for the security.
The creditor may rely on a written
statement accepted in good faith from
the other broker or dealer that sufficient
funds are held in the other cash
account.

(d) Extension of time periods;
transfers. (1) Unless the creditor’s
examining authority believes that the
creditor is not acting in good faith or
that the creditor has not sufficiently
determined that exceptional
circumstances warrant such action, it
may upon application by the creditor:

(i) Extend any period specified in
paragraph (b) of this section;

(i) Authorize transfer to another
account of any transaction involving the
purchase of a margin or exempted
security; or

(iii) Grant a waiver from the 90 day
freeze.

(2) Applications shall be filed and
acted upon prior to the end of the
payment period, or in the case of the
purchase of a foreign security within the
period specified in paragraph (b)(1)(ii)
of this section, or the expiration of any
subsequent extension.

§220.9 Nonsecurities credit and employee
stock ownership account.

(a) In a nonsecurities credit account a
creditor may:

(1) Effect and carry transactions in
commodities;

(2) Effect and carry transactions in
foreign exchange;

(3) Extend and maintain secured or
unsecured nonpurpose credit, subject to
the requirements of paragraph (b) of this
section; and

(4) Extend and maintain credit to
employee stock ownership plans
without regard to the other sections of
this part.

(b) Every extension of credit, except
as provided in paragraphs (a)(1) and
(a)(2) of this section, shall be deemed to
be purpose credit unless, prior to
extending the credit, the creditor
accepts in good faith from the customer
a written statement that it is not purpose
credit. The statement shall conform to
the requirements established by the
Board. To accept the customer’s
statement in good faith, the creditor
shall be aware of the circumstances
surrounding the extension of credit and
shall be satisfied that the statement is
truthful.

§220.10 Omnibus account.

(a) In an omnibus account, a creditor
may effect and finance transactions for
a broker or dealer who is registered with

the SEC under section 15 of the Act and
who gives the creditor written notice
that:

(2) All securities will be for the
account of customers of the broker or
dealer; and

(2) Any short sales effected will be
short sales made on behalf of the
customers of the broker or dealer other
than partners.

(b) The written notice required by
paragraph (a) shall conform to any SEC
rule on the hypothecation of customers’
securities by brokers or dealers.

§220.11 Broker-dealer credit account.

(a) Permissible transactions. In a
broker-dealer credit account, a creditor
may:

(1) Purchase any security from or sell
any security to another creditor or
person regulated by a foreign securities
authority under a good faith agreement
to promptly deliver the security against
full payment of the purchase price.

(2) Effect or finance transactions of
any of its owners if the creditor is a
clearing and servicing broker or dealer
owned jointly or individually by other
creditors, provided that the owners’
interest is reasonably related to the
amount of business they transact
through the joint back office.

(3) Extend and maintain credit to any
partner or stockholder of the creditor for
the purpose of making a capital
contribution to, or purchasing stock of,
the creditor, affiliated corporation or
another creditor.

(4) Extend and maintain, with the
approval of the appropriate examining
authority:

(i) Credit to meet the emergency needs
of any creditor; or

(ii) Subordinated credit to another
creditor for capital purposes, if the other
creditor:

(A) Is an affiliated corporation or
would not be considered a customer of
the lender apart from the subordinated
loan; or

(B) Will not use the proceeds of the
loan to increase the amount of dealing
in securities for the account of the
creditor, its firm or corporation or an
affiliated corporation.

(5) Effect transactions for a customer
as part of a ““prime broker’ arrangement
in conformity with SEC guidelines.

(b) Affiliated corporations. For
purposes of paragraphs (a)(3) and (a)(4)
of this section ““affiliated corporation”
means a corporation all the common
stock of which is owned directly or
indirectly by the firm or general
partners and employees of the firm, or
by the corporation or holders of the
controlling stock and employees of the
corporation and the affiliation has been

approved by the creditor’s examining
authority.

§220.12 Market functions account.

(a) Requirements. In a market
functions account, a creditor may effect
or finance the transactions of market
participants in accordance with the
following provisions. A separate record
shall be kept for the transactions
specified for each category described in
paragraphs (b) through (e) of this
section. Any position in a separate
record shall not be used to meet the
requirements of any other category.

(b) Specialists—(1) Applicability. A
creditor may clear or finance specialist
transactions and permitted offset
positions for any specialist, or any
specialist joint account, in which all
participants, or all participants other
than the creditor, are registered as
specialists on a national securities
exchange that requires regular reports
on the use of specialist credit from the
registered specialists.

(2) Required margin. The required
margin for a specialist’s transactions
shall be:

(i) Good faith margin for:

(A) Any long or short position in a
security in which the specialist makes a
market;

(B) Any wholly-owned margin
security or exempted security; or

(C) Any permitted offset position.

(i) The margin prescribed by § 220.18
(Supplement: Margin requirements)
when a security purchased or sold short
in the account does not qualify as a
specialist or permitted offset position.

(3) Additional margin; restriction on
“free-riding”’. (i) Except as required by
paragraph (b)(4) of this section, the
creditor shall issue a margin call on any
day when additional margin is required
as a result of specialist transactions. The
creditor may allow the specialist a
maximum of one payment period to
satisfy a margin call.

(ii) If a specialist fails to satisfy a
margin call within the period specified
in paragraph (b)(3) of this section (and
the creditor is required to liquidate
securities to satisfy the call), the creditor
shall be prohibited for a 15 calendar day
period from extending any further credit
to the specialist to finance transactions
in nonspecialty securities.

(iii) The restriction on “free-riding”
shall not apply to:

(A) Any specialist on a national
securities exchange that has an SEC-
approved rule on “free-riding”’ by
specialists; or

(B) The acquisition or liquidation of a
permitted offset position.

(4) Deficit status. On any day when a
specialist’s separate record would



