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SUBJECT: STOCK SPLITS AND RBH/CPM MINIMUM CHARGES 

Due to the recently announced stock splits, OCC is providing this review of minimum charges in TIMS and 
the potential impact to Risk Based Haircuts (“RBH”) and Customer Portfolio Margin (“CPM”) requirements.  
For reference anticipated splits are described in OCC Information Memos 54338 and 54623.

RBH and CPM include a per contract minimum charge that is multiplied by an option’s contract size.  The 
U.S. Securities and Exchange Commission’s Net Capital Rule (Appendix A to Exchange Act Rule 
240.15c3-1) sets the minimum charge at $0.25 for proprietary accounts and market-maker accounts and 
$0.375 for non-proprietary accounts in RBH; FINRA Rule 4210 sets it to $0.375 for CPM.  A standard size 
equity option contract delivers 100 shares and has a per-contract minimum of $25.00 or $37.50.  
However, for long option positions the minimum charge is equal to the option premium if the premium is 
less than the calculated contract minimum.  

In a TIMS equity class group, the requirement is the greater of the risk charge or minimum charge.  The 
class group’s risk charge is equal to the largest portfolio loss across the 10 underlying theoretical price 
points.  Please see the RBH/CPM User Guide for additional explanation of the TIMS methodology 
(https://www.theocc.com/Risk-Management/RBH-and-CPM-Documentation).

If a stock split is effective on a security underlying an option, option positions may be adjusted by reducing 
existing strikes by the stock split ratio and proportionately increasing the number of contracts. For 
example, in the case of a 10-for-1 stock split, the position of an investor holding 10 call option contracts at 
a strike of 2500 prior to a split may increase to 100 (i.e., 10 X 10) call option contracts at a strike of 250 
(i.e., 2500 / 10) because of the contract adjustment for the stock split.  

The adjustment is intended to maintain the economic value of the position but will result in a larger 
minimum charge for the class group due to the increase in the number of contracts resulting from the 
contract adjustment.  Depending on the portfolio, the risk charge may continue to be greater than the new 
minimum charge for the class group, in which case the adjustment for the split will have no impact on the 
overall RBH or CPM requirement.  However, for portfolios where the overall requirement is already driven 
by the minimum charge or where the minimum charge and risk charge are similar, the increase to the 
number of contracts resulting from a stock split may result in an increased overall requirement.

To avoid unexpected changes in RBH and CPM requirements, it is important that account holders 
evaluate their portfolios and determine the impact of the change in the class group minimum charge within 
an affected equity class group prior to the contract adjustments stemming from the splits being effected.  
This can be performed by multiplying the existing class group minimum by the anticipated split ratio and 
comparing to the current risk charge. 

https://www.theocc.com/Risk-Management/RBH-and-CPM-Documentation


The following three examples demonstrate the impact of the contract adjustment on sample portfolios.  In 
each of these examples, the pre-corporate action minimum and risk charges are displayed followed by the 
post-corporate action minimum and risk charges.

In the first example, 10 for 1 forward split, the pre-adjustment minimum charge of $150 is less than the risk 
charge of $283 from the down 5 underlying price point.  After the adjustment the number of contracts 
increased by 10X, but the Net Asset Value of the portfolio has not changed nor has the risk charge.  
However, the minimum charge is now $1,500.  So, the regulatory minimum requirement for the portfolio 
has increased from $283 to $1,500 in a customer portfolio margin account.

In the second example, 50 for 1 forward split, the pre-adjustment requirement is driven by the risk charge 
of $226.  Following the adjustment, the requirement is driven by the minimum charge of $7,500.  This 
example uses the per-contract minimum of $0.375 required for a customer portfolio margin account. 

The final example, 20 for 1 forward split, is for a proprietary RBH account using the $0.25 per contract 
minimum.  In this example, the portfolio’s requirement is driven by the risk charge both before and after 
the contract adjustment.

For questions regarding this memo, Clearing Members may contact Member Services at 1-800-544-6091 
or, within Canada, at 1-800-424-7320, and email memberservices@theocc.com or 
pricingandmargins@theocc.com.

mailto:memberservices@theocc.com
file:///C:/Users/dboyd/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/ECBZFXFK/pricingandmargins@theocc.com

