SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

James J. Cook

Senior Vice President & Comptroller
Gibraltar Securities, Inc.

Ten James Street

Florham Park, N.J. 07932

Dear Mr. Cook:

March 5, 1986

This is in response to your letters dated October 15,1985, Navember 13, 1985, and
February 12, 1986, in which you request, on behalf of.Gikfaltar Securities Co.
("Gibraltar"), an interpretation of Rule 15¢3:3,'the Customer Protection Rule (17 CFR
240.15¢3-3).

You inquire about the correct allocation oft@sgustomer credit balance, in the
Formula for Determination of Résefve Réguirement of Brokers and Dealers
("Reserve Formula") pursuant €6 the Spéecial Reserve Bank Account requirement,
paragraph (e), of Rule 15€3-3, whemthe securities pertaining to such credit are
specifically identified.and segregated for the customer prior to settlement day.

| understand the-fatts todbe-as follows: Gibraltar is a registered broker-dealer and a
member of theNatiomalMAssociation of Securities Dealers, Inc. ("NASD"). Gibraltar
often receives)fromits customers payment for their purchase of securities prior to
the settlement date of the trade. As soon as the customer's payment for the
purchase of securities is received by Gibraltar, it instructs its clearing bank to
temove the securities purchased from loan and to segregate them on behalf of that
customer.

You inquire whether the payments received by Gibraltar from its customers for the
purchase of securities, prior to settlement date, wherein their securities have been
specifically identified and segregated, must be treated as free credit balances or



other credit balances in the customers' security accounts for purposes of the
Reserve Formula computation pursuant to Rule 15c¢3-3(e).

It is the opinion of the Division of Market Regulation that all payments made by a
customer to a broker-dealer for the purchase of securities prior to settlement day,
must be included in the Reserve Formula under Item 1 - "free credit balances and
other credit balances in customers' security accounts". The fact that the secutrities
purchased by the customer are specifically identified and segregated priorf-to
settlement date, does not affect the allocation of the customer payment as a credit
balance under Item 1 of the Reserve Formula.

Be advised that all prior inconsistent opinions issued by the Division @f\Market
Regulation on this matter are hereby withdrawn and should-be distegarded.

| hope this letter is responsive to your question. Please/contagtius if we can be of
further assistance.

Sincerely,
Michael A. Macchiaroli
Assistant Director

cc: Thomas Cassella, NASD





