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Mr. Irving Lip•iner 
Irving Lipainer Aaaociat••• Inc. 
43 Truml>ell lt.reet. •ew Baven, Connecticut 06511 

Dear 11r. Lip•inera 

Auquat 20, 1984 

'fbJ.a la ln re•pon•• to your letter of April 4, 1184 Wll•r•i~ 
you 1-auir• a• to the appropriate treataent of 9old Qllder the 
net capital rule (17 CPR 240.15c3-1J. lubparagrapb (a)(J)(lv) of 
Appendia 8 to aule 15c3-1 of the leeuritiea Bacbange Act of 
1134 require• .broker-deal•r• to deduct frc:a aet 1110rth in arrivin9 
at net capital all COlllDOdity related la•eatori•• eacept for . 
•readily -~•table •pot cm• adi'tiea• or apot cc :41ti•• whicb 
ad-.aately aollaterali&• indebtedn•••· Twenty percent of 
th• .. rket •alue of readily •rketabl• co• "41ty lnventorie• 
that are aot covered by an open future• contract auat be deducted 
from net wortJI' under Rule 15c3-1b(a) (3) (iz). Por purpo••• of 
aubparagraph (1•) th• Diviaion ha• interpret.ea •readil~ .. rketable• 
to •an that th• gold i• within th• broker-dealer'• •coatrol in 
goo4 deliverable form• and •covered by appropriate lnaurance.• 

'l'he term •within th• broker-dealer'• control• refer• to 
gold in bullion form, identified by ••rial number or 
otherwi••• and aubject to immediate di•po•itlon at the direction 
of the broker-dealer. Storage arrangement• acceptable to 
inaurance carrier• are aatiafactory provided ~e coverage compli•• 
with th• •appropriate inaurance• requir ... nt. diaeua•ed below. 
Certain c:uatodial requirement• auat be aatiafied whenever gold 
bullion i• atored in out.aid• depoaitori••· The broker-dealer 
auat aat.iafy it.aelf that th• depoaitory will aaint.ain phyaic:a·1 
po•••••ion or control of the ba111on atored for lta cuatcmera 
free of any lien or elailll on each bullion other than that. ari•ing 
out of, and liaited to the eztent of, any .. rgin tranaaction 
or other unpai4 for tranaactlon. aecor4• ahall be .. int.ained 
to aeparately identify gold owne4 by the f1ra, cuatomer pledged 
gold bullion aubject to lien and cuatomer bullion not pledged 
and fully paid for. The broker-dealer auat include aa part of 
a written agr••••nt with th• depoaltory •uch other protection• 
aa .. y be deeme4 necea•ary. lroker-4ealera cona14er1ng the 
utilisation of foreign d•po•itori•• are cautioned to familari&e 
th ... elv•• with forei911 lawa on banking and bankruptcy to 
inaure compliance with thi• paragraph, aince th••• lava .. y 
differ algnfic:antly from tho•• of th• ODited Stat••· 
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The term •good deliverable form• refer• to the condition 
of the gold. To b• in •good deliverable form•, th• gold m.iat 
be mJ.nimWD 995 part.a per 1000 fine anc! either have been refined 
by a refiner or •••ayed by an •••ayer recognised •• being 
acceptable to tho•• organised national u.a. commodity ezchangea 
trading in go14 or t1'• London Gold Market. 

Th• term •appropriate lnauranee• refera to ln•~rance 
coverage of all gold under th• control of a broker-dealer, 
whether atore4 in a depoaito.ry, in lu own cuato4y, in uanalt, 
or in any other location within th• broker-dealer'• control. 

lf JOU have any further queationa, pl•••• feel free ~ 
coatact ua. 

~ ~[.N'l~l.C,1,.,. 
lllc:hael •· 3-..r a 
8taf f Accountant 
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