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(D) A security owned by the cus-
tomer has matured or has been re-
deemed and a new refunding security of 
the same issuer has been purchased by 
the customer, provided: 

(1) The customer purchased the new 
security no more than 35 calendar days 
prior to the date of maturity or re-
demption of the old security; 

(2) The customer is entitled to the 
proceeds of the redemption; and 

(3) The delayed payment does not ex-
ceed 103 percent of the proceeds of the 
old security. 

(ii) In the case of the purchase of a 
foreign security, within one payment 
period of the trade date or within one 
day after the date on which settlement 
is required to occur by the rules of the 
foreign securities market, provided 
this period does not exceed the max-
imum time permitted by this part for 
delivery against payment transactions. 

(2) Delivery against payment. If a cred-
itor purchases for or sells to a cus-
tomer a security in a delivery against 
payment transaction, the creditor shall 
have up to 35 calendar days to obtain 
payment if delivery of the security is 
delayed due to the mechanics of the 
transaction and is not related to the 
customer’s willingness or ability to 
pay. 

(3) Shipment of securities, extension. If 
any shipment of securities is incidental 
to consummation of a transaction, a 
creditor may extend the payment pe-
riod by the number of days required for 
shipment, but not by more than one 
additional payment period. 

(4) Cancellation; liquidation; minimum 
amount. A creditor shall promptly can-
cel or otherwise liquidate a transaction 
or any part of a transaction for which 
the customer has not made full cash 
payment within the required time. A 
creditor may, at its option, disregard 
any sum due from the customer not ex-
ceeding $1000. 

(c) 90 day freeze. (1) If a nonexempted 
security in the account is sold or deliv-
ered to another broker or dealer with-
out having been previously paid for in 
full by the customer, the privilege of 
delaying payment beyond the trade 
date shall be withdrawn for 90 calendar 
days following the date of sale of the 
security. Cancellation of the trans-

action other than to correct an error 
shall constitute a sale. 

(2) The 90 day freeze shall not apply 
if: 

(i) Within the period specified in 
paragraph (b)(1) of this section, full 
payment is received or any check or 
draft in payment has cleared and the 
proceeds from the sale are not with-
drawn prior to such payment or check 
clearance; or 

(ii) The purchased security was deliv-
ered to another broker or dealer for de-
posit 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 suffi-
cient funds are held in the other cash 
account. 

(d) Extension of time periods; transfers. 
(1) Unless the creditor’s examining au-
thority believes that the creditor is not 
acting in good faith or that the cred-
itor has not sufficiently determined 
that exceptional circumstances war-
rant such action, it may upon applica-
tion by the creditor: 

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

(ii) Authorize transfer to another ac-
count of any transaction involving the 
purchase of a margin or exempted secu-
rity; or 

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

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

[Reg. T, 63 FR 2825, Jan. 16, 1998]

§ 220.9 Clearance of securities, options, 
and futures. 

(a) Credit for clearance of securities. 
The provisions of this part shall not 
apply to the extension or maintenance 
of any credit that is not for more than 
one day if it is incidental to the clear-
ance of transactions in securities di-
rectly between members of a national 
securities exchange or association or 
through any clearing agency registered 
with the SEC. 

(b) Deposit of securities with a clearing 
agency. The provisions of this part
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shall not apply to the deposit of securi-
ties with an option or futures clearing 
agency for the purpose of meeting the 
deposit requirements of the agency if: 

(1) The clearing agency: 
(i) Issues, guarantees performance 

on, or clears transactions in, any secu-
rity (including options on any security, 
certificate of deposit, securities index 
or foreign currency); or 

(ii) Guarantees performance of con-
tracts for the purchase or sale of a 
commodity for future delivery or op-
tions on such contracts; 

(2) The clearing agency is registered 
with the Securities and Exchange Com-
mission or is the clearing agency for a 
contract market regulated by the Com-
modity Futures Trading Commission; 
and 

(3) The deposit consists of any mar-
gin security and complies with the 
rules of the clearing agency that have 
been approved by the Securities and 
Exchange Commission or the Com-
modity Futures Trading Commission. 

[Reg. T, 63 FR 2826, Jan. 16, 1998]

§ 220.10 Borrowing and lending securi-
ties. 

(a) Without regard to the other provi-
sions of this part, a creditor may bor-
row or lend securities for the purpose 
of making delivery of the securities in 
the case of short sales, failure to re-
ceive securities required to be deliv-
ered, or other similar situations. If a 
creditor reasonably anticipates a short 
sale or fail transaction, such borrowing 
may be made up to one standard settle-
ment cycle in advance of trade date. 

(b) A creditor may lend foreign secu-
rities to a foreign person (or borrow 
such securities for the purpose of re-
lending them to a foreign person) for 
any purpose lawful in the country in 
which they are to be used. 

(c) A creditor that is an exempted 
borrower may lend securities without 
regard to the other provisions of this 
part and a creditor may borrow securi-
ties from an exempted borrower with-
out regard to the other provisions of 
this part. 

[Reg. T, 63 FR 2826, Jan. 16, 1998]

§ 220.11 Requirements for the list of 
marginable OTC stocks and the list 
of foreign margin stocks. 

(a) Requirements for inclusion on the 
list of marginable OTC stocks. Except as 
provided in paragraph (f) of this sec-
tion, OTC margin stock shall meet the 
following requirements: 

(1) Four or more dealers stand willing 
to, and do in fact, make a market in 
such stock and regularly submit bona 
fide bids and offers to an automated 
quotations system for their own ac-
counts; 

(2) The minimum average bid price of 
such stock, as determined by the 
Board, is at least $5 per share; 

(3) The stock is registered under sec-
tion 12 of the Act, is issued by an insur-
ance company subject to section 
12(g)(2)(G) of the Act, is issued by a 
closed-end investment management 
company subject to registration pursu-
ant to section 8 of the Investment 
Company Act of 1940 (15 U.S.C. 80a-8), is 
an American Depository Receipt (ADR) 
of a foreign issuer whose securities are 
registered under section 12 of the Act, 
or is a stock of an issuer required to 
file reports under section 15(d) of the 
Act; 

(4) Daily quotations for both bid and 
asked prices for the stock are 
continously available to the general 
public; 

(5) The stock has been publicly trad-
ed for at least six months; 

(6) The issuer has at least $4 million 
of capital, surplus, and undivided prof-
its; 

(7) There are 400,000 or more shares of 
such stock outstanding in addition to 
shares held beneficially by officers, di-
rectors or beneficial owners of more 
than 10 percent of the stock; 

(8) There are 1,200 or more holders of 
record, as defined in SEC Rule 12g5–1 
(17 CFR 240.12g5–1), of the stock who 
are not officers, directors or beneficial 
owners of 10 percent or more of the 
stock, or the average daily trading vol-
ume of such stock as determined by the 
Board, is at least 500 shares; and 

(9) The issuer or a predecessor in in-
terest has been in existence for at least 
three years. 

(b) Requirements for continued inclu-
sion on the list of marginable OTC stocks. 
Except as provided in paragraph (f) of
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