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SECURmES ANO EXCHANGE CoMMISSJON 

WASHINGTON, 0.C. 20549 

ar11••• o" 
MMIC&T "lllUUTIO• 

JUN 5 1974 

Hr. William A. calby 
l'f.rsc Vice Presidenc 
Rew York Operations 
Blyth~ Eastman, Dillon 

6 Co., Inc. 
Ona Chue Manhattan Plaza 
Rev York, New York 10005 

'Dur Mr. C&lby: 

• 

Thif ia in response to your correspondence of February 7, 1974 re­
quucing an interpretation of Rule l5c3-3 as it relates to deliveries 
of securities to custom.rs through the branch offices of Blyth, Eastman, 
Dillon 6 Co., Inc. ("Bedco"). You specifically question whether the 
provisions of Rule l5c3-3 require your branch offica.s to check the 
ax~ess deficit listin& respecting securities received at a branch office 
from the New York office prior to making delivery of these securities 
frcm :.r.:;- ~r:::":. :::!:: :::: !c:!cc. 

I understand :he pertinent facts to be as follcws: Bedco uses its 
branch office~ · as a delive-ry paint for securities. Delivery items are 
bUlldled in the New York office on a given day for subsequent delivery 
via the offices of Bedco. These securitias are bundled in accordance 
with Rule 1Sc3~3 in that their delivery on the day they are bundled will 
neither creat.e or increase a deficiency in sa~urities required fo-r 
possession or con~ol. The securities usually arrive at the branch 
offices on the following day but may arrive later depending on the 
geographical location of the office. You note that any requirement of 
the branch offices to verify the excess deficit listing of the securities 
prior to making delivery from the branch offices, a report only available 
in your Nev York office, would cause unnecessary delay, additional work, 
and increased costs. 

Rule 1'c3-3 would pronibit the delivery or removal of securities from 
the broker-dealer's possession or control if such release would create 
or increase a deficiency in the quantity of securities by class or issue 
required to be in.such broker-dealer's possession or control. In 



I I 
l'A . • CP Z3 

Mr. Villi.am A. Cal'by 
• Pag~ Two 

• 

recognition. of the need to allow adequate time for processing securities 
for pending deliveries, the Division has interpreted Rule 15c3-3 (see 
Sec1:ities Exchange Act Release No. 9922) to per.:it the release of 
securities from possession or control not earlier than the close of 
business on the third business day before settlement date. 

l.ule ·isc3-3 requires a broker-dealer to both obcai:i and thereafter 
maintain possession or concrol over customers' fully ·paid and excess 
mar1in sec:uri.ties. Accordingly, it is the Division's view that provided: 
(1) Bedco does not release securities from passeS'sion or control for 
delivery to branch offices earlier than permitted mider t.'1.e criteria. 
established in Securities Exchange Act Release No. 9922; (2) the 
securities to be delivered cease to be in possession or control for 
purposes of R.ul'e l!ic3-3 at the time such securities are placed i: transit 
ta the branch office; and (3) no such delivery to a branch office .is 
accomplished, if as of the close· of business the preVious day, an d..~cess 
of chat particular security did aot exist and cite delivery of those 
aecurtties, wnere an e.~cess does exist, does not e:cceed such e.~cass, then 
we conclude that a broker-dealer's branch offices would not be required 
to check the .excess deficit listing as to the respective securities prior 
to making delivery from such branch offices. 

Should you have further questions, please contact us. 

bee: 

Sincerely, 

1"1;!.{a;,.. 
Ma:c L. Berman, Chief 
Branch of R.ules and Interpretations 

Edwin ~rordli.Ylger 
New York Regional Office 

?A.aurice Mine.Yl 
~ew York Stock Exchange,· !nc. 

Robert t. Smith 
National Association of 

Securities ~ealers; · Inc • 




