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Figure I1.1: SEC Net Capital Formulation

Total capital

v GAAP equity plus
= allowable subordinated debt

—
and credits

Net capital
Liquid capital available to meet
requirements. —

Deductions

w iliquid assets
o most unsecured receivables
= operational charges

» proprietary positions haircuts

Requirement

Greater of $250,000 or 6-2/3
percent of aggregate indebtedness
(basic method); or greater of
$250,000 or 2 percent of
customer-related i or

4 percent of customer aggregated
funds if the broker dealer is also
registered as an FCM uncler CEA
(alternative method)

Source: GAO analysis of SEC's net capital rule.

Net capital

Liquid capital available to meet
requireme nts.

Excess capital

Net capital above requirement.

(H{F7) General Accounting Office, “Risk-Based Capital, Regulatory and Industry
Approaches to Capital and Risk,” July 1998.p132
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