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be immediately transferred. The agree-
ment also makes clear that, in the 
event of a futures commission mer-
chant or derivatives clearing organiza-
tion bankruptcy, the counterparty has 
no right to compel liquidation of secu-
rities subject to an agreement or to 
make a priority claim for the dif-
ference between current market value 
of the securities and the price agreed 
upon for resale of the securities to the 
counterparty, if the former exceeds the 
latter. 

(e) Deposit of firm-owned securities into 
segregation. A futures commission mer-
chant shall not be prohibited from di-
rectly depositing unencumbered securi-
ties of the type specified in this sec-
tion, which it owns for its own account, 
into a segregated safekeeping account 
or from transferring any such securi-
ties from a segregated account to its 
own account, up to the extent of its re-
sidual financial interest in customers’ 
segregated funds; provided, however, 
that such investments, transfers of se-
curities, and disposition of proceeds 
from the sale or maturity of such secu-
rities are recorded in the record of in-
vestments required to be maintained 
by § 1.27. All such securities may be 
segregated in safekeeping only with a 
bank, trust company, derivatives clear-
ing organization, or other registered 
futures commission merchant. Fur-
thermore, for purposes of §§ 1.25, 1.27, 
1.28, and 1.29, investments permitted by 
§ 1.25 that are owned by the futures 
commission merchant and deposited 
into such segregated account shall be 
considered customer funds until such 
investments are withdrawn from seg-
regation. Investments permitted by 
§ 1.25 that are owned by the futures 
commission merchant and deposited 
into a segregated account pursuant to 
§ 1.26 shall be considered futures cus-
tomer funds until such investments are 
withdrawn from segregation. Invest-
ments permitted by § 1.25 that are 
owned by the futures commission mer-
chant and deposited into a segregated 
account pursuant to § 22.5 of this chap-
ter shall be considered Cleared Swaps 
Customer Collateral until such invest-
ments are withdrawn from segregation. 

APPENDIX TO § 1.25—MONEY MARKET MUTUAL 
FUND PROSPECTUS PROVISIONS ACCEPTABLE 
FOR COMPLIANCE WITH SECTION 1.25(C)(5) 

Upon receipt of a proper redemption re-
quest submitted in a timely manner and oth-
erwise in accordance with the redemption 
procedures set forth in this prospectus, the 
[Name of Fund] will redeem the requested 
shares and make a payment to you in satis-
faction thereof no later than the business 
day following the redemption request. The 
[Name of Fund] may postpone and/or suspend 
redemption and payment beyond one busi-
ness day only as follows: 

a. For any period during which there is a 
non-routine closure of the Fedwire or appli-
cable Federal Reserve Banks; 

b. For any period (1) during which the New 
York Stock Exchange is closed other than 
customary week-end and holiday closings or 
(2) during which trading on the New York 
Stock Exchange is restricted; 

c. For any period during which an emer-
gency exists as a result of which (1) disposal 
of securities owned by the [Name of Fund] is 
not reasonably practicable or (2) it is not 
reasonably practicable for the [Name of 
Fund] to fairly determine the net asset value 
of shares of the [Name of Fund]; 

d. For any period during which the Securi-
ties and Exchange Commission has, by rule 
or regulation, deemed that (1) trading shall 
be restricted or (2) an emergency exists; 

e. For any period that the Securities and 
Exchange Commission, may by order permit 
for your protection; or 

f. For any period during which the [Name 
of Fund,] as part of a necessary liquidation 
of the fund, has properly postponed and/or 
suspended redemption of shares and payment 
in accordance with federal securities laws. 

[76 FR 78798, Dec. 19, 2011, as amended at 77 
FR 66322, Nov. 2, 2012] 

§ 1.26 Deposit of instruments pur-
chased with futures customer 
funds. 

(a) Each futures commission mer-
chant who invests futures customer 
funds in instruments described in § 1.25 
shall separately account for such in-
struments and segregate such instru-
ments as belonging to such futures cus-
tomers. Such instruments, when depos-
ited with a bank, trust company, de-
rivatives clearing organization or an-
other futures commission merchant, 
shall be deposited under an account 
name which clearly shows that they 
belong to futures customers and are 
segregated as required by the Act and 
this part. Each futures commission 

VerDate Mar<15>2010 13:25 Jun 02, 2013 Jkt 229056 PO 00000 Frm 00111 Fmt 8010 Sfmt 8010 Q:\17\17V1.TXT ofr150 PsN: PC150



102 

17 CFR Ch. I (4–1–13 Edition) § 1.27 

merchant upon opening such an ac-
count shall obtain and retain in its 
files an acknowledgment from such 
bank, trust company, derivatives clear-
ing organization or other futures com-
mission merchant that it was informed 
that the instruments belong to futures 
customers and are being held in accord-
ance with the provisions of the Act and 
this part. Provided, however, that an ac-
knowledgment need not be obtained 
from a derivatives clearing organiza-
tion that has adopted and submitted to 
the Commission rules that provide for 
the segregation as futures customer 
funds, in accordance with all relevant 
provisions of the Act and the rules and 
orders promulgated thereunder, of all 
funds held on behalf of futures cus-
tomers and all instruments purchased 
with futures customer funds. Such ac-
knowledgment shall be retained in ac-
cordance with § 1.31. Such bank, trust 
company, derivatives clearing organi-
zation or other futures commission 
merchant shall allow inspection of 
such obligations at any reasonable 
time by representatives of the Commis-
sion. 

(b) Each derivatives clearing organi-
zation which invests money belonging 
or accruing to futures customers of its 
clearing members in instruments de-
scribed in § 1.25 shall separately ac-
count for such instruments and seg-
regate such instruments as belonging 
to such futures customers. Such instru-
ments, when deposited with a bank or 
trust company, shall be deposited 
under an account name which will 
clearly show that they belong to fu-
tures customers and are segregated as 
required by the Act and this part. Each 
derivatives clearing organization upon 
opening such an account shall obtain 
and retain in its files a written ac-
knowledgment from such bank or trust 
company that it was informed that the 
instruments belong to futures cus-
tomers of clearing members and are 
being held in accordance with the pro-
visions of the Act and this part. Such 
acknowledgment shall be retained in 
accordance with § 1.31. Such bank or 
trust company shall allow inspection of 
such instruments at any reasonable 
time by representatives of the Commis-
sion. 

[77 FR 66322, Nov. 2, 2012] 

§ 1.27 Record of investments. 

(a) Each futures commission mer-
chant which invests customer funds, 
and each derivatives clearing organiza-
tion which invests customer funds of 
its clearing members’ customers, shall 
keep a record showing the following: 

(1) The date on which such invest-
ments were made; 

(2) The name of the person through 
whom such investments were made; 

(3) The amount of money or current 
market value of securities so invested; 

(4) A description of the instruments 
in which such investments were made, 
including the CUSIP or ISIN numbers; 

(5) The identity of the depositories or 
other places where such instruments 
are segregated; 

(6) The date on which such invest-
ments were liquidated or otherwise dis-
posed of and the amount of money or 
current market value of securities re-
ceived on such disposition, if any; and 

(7) The name of the person to or 
through whom such investments were 
disposed of; and 

(8) Daily valuation for each instru-
ment and readily available documenta-
tion supporting the daily valuation for 
each instrument. Such supporting doc-
umentation must be sufficient to en-
able auditors to verify the valuations 
and the accuracy of any information 
from external sources used in those 
valuations. 

(b) Each derivatives clearing organi-
zation which receives documents from 
its clearing members representing in-
vestment of customer funds shall keep 
a record showing separately for each 
clearing member the following: 

(1) The date on which such docu-
ments were received from the clearing 
member; 

(2) A description of such documents, 
including the CUSIP or ISIN numbers; 
and 

(3) The date on which such docu-
ments were returned to the clearing 
member or the details of disposition by 
other means. 
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