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recordkeeping responsibilities under 
this section. 

CONDITIONS REGARDING NOTIFICATION 

(e) The ultimate holding company of 
a broker or dealer that computes cer-
tain of its capital charges in accord-
ance with § 240.15c3–1e shall: 

(1) Send notice promptly (but within 
24 hours) after the occurrence of the 
following events: 

(i) The early warning indications of 
low capital as the Commission may 
agree; 

(ii) The ultimate holding company 
files a Form 8–K (17 CFR 249.308) with 
the Commission; and 

(iii) A material affiliate declares 
bankruptcy or otherwise becomes in-
solvent; and 

(2) If it is not an ultimate holding 
company that has a principal regu-
lator, as defined in § 240.15c3–1(c)(13), 
send notice promptly (but within 24 
hours) after the occurrence of the fol-
lowing events: 

(i) The ultimate holding company be-
comes aware that an NRSRO has deter-
mined to reduce materially its assess-
ment of the creditworthiness of a ma-
terial affiliate or the credit rating(s) 
assigned to one or more outstanding 
short or long-term obligations of a ma-
terial affiliate; 

(ii) The ultimate holding company 
becomes aware that any financial regu-
latory agency or self-regulatory orga-
nization has taken significant enforce-
ment or regulatory action against a 
material affiliate; and 

(iii) The occurrence of any 
backtesting exception under § 240.15c3– 
1e(d)(1)(iii) or (iv) that would require 
that the ultimate holding company use 
a higher multiplication factor in the 
calculation of its allowances for mar-
ket or credit risk; 

(3) Every notice given or transmitted 
by paragraph (e) of this appendix G will 
be given or transmitted to the Division 
of Market Regulation, Office of Finan-
cial Responsibility, at the principal of-
fice of the Commission in Washington, 
DC. A person who files notification 
pursuant to this section for which he or 
she seeks confidential treatment may 
clearly mark each page or segregable 
portion of each page with the words 
‘‘Confidential Treatment Request.’’ 

For the purposes of this appendix G, 
‘‘notice’’ shall be given or transmitted 
by telegraphic notice or facsimile 
transmission. The notice described by 
paragraph (e)(2) of this appendix G may 
be transmitted by overnight delivery. 
Notices filed pursuant to this para-
graph will be accorded confidential 
treatment to the extent permitted by 
law; and 

(4) Upon the written request of the 
ultimate holding company, or upon its 
own motion, the Commission may 
grant an extension of time or an ex-
emption from any of the requirements 
of this paragraph (e) either uncondi-
tionally or on specified terms and con-
ditions as are necessary or appropriate 
in the public interest or for the protec-
tion of investors. 

[69 FR 34467, June 21, 2004] 

§ 240.15c3–2 Customers’ free credit bal-
ances. 

No broker or dealer shall use any 
funds arising out of any free credit bal-
ance carried for the account of any cus-
tomer in connection with the operation 
of the business of such broker or dealer 
unless such broker or dealer has estab-
lished adequate procedures pursuant to 
which each customer for whom a free 
credit balance is carried will be given 
or sent, together with or as a part of 
the customer’s statement of account, 
whenever sent but not less frequently 
than once every three months, a writ-
ten statement informing such cus-
tomer of the amount due to the cus-
tomer by such broker or dealer on the 
date of such statement, and containing 
a written notice that (a) such funds are 
not segregated and may be used in the 
operation of the business of such 
broker or dealer, and (b) such funds are 
payable on the demand of the cus-
tomer: Provided, however, That this sec-
tion shall not apply to a broker or 
dealer which is also a banking institu-
tion supervised and examined by State 
or Federal authority having super-
vision over banks. For the purpose of 
this section the term customer shall 
mean every person other than a broker 
or dealer. 

(Sec. 15, 48 Stat. 895; 15 U.S.C. 78o) 

[29 FR 7240, June 3, 1964] 
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