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Federal Reserve System § 221.2

stock purchase rights qualified or re-
stricted under Internal Revenue Code. 

221.120 Allocation of stock collateral to pur-
pose and nonpurpose credits to same cus-
tomer. 

221.121 Extension of credit in certain stock 
option and stock purchase plans. 

221.122 Applicability of margin require-
ments to credit in connection with Insur-
ance Premium Funding Programs. 

221.123 Combined credit for exercising em-
ployee stock options and paying income 
taxes incurred as a result of such exer-
cise. 

221.124 Purchase of debt securities to fi-
nance corporate takeovers. 

221.125 Credit to brokers and dealers.

AUTHORITY: 15 U.S.C. 78c, 78g, 78q, and 78w.

SOURCE: Reg. U, 63 FR 2827, Jan. 16, 1998, 
unless otherwise noted.

§ 221.1 Authority, purpose, and scope. 
(a) Authority. Regulation U (this 

part) is issued by the Board of Gov-
ernors of the Federal Reserve System 
(the Board) pursuant to the Securities 
Exchange Act of 1934 (the Act) (15 
U.S.C. 78a et seq.). 

(b) Purpose and scope. (1) This part 
imposes credit restrictions upon per-
sons other than brokers or dealers 
(hereinafter lenders) that extend credit 
for the purpose of buying or carrying 
margin stock if the credit is secured di-
rectly or indirectly by margin stock. 
Lenders include ‘‘banks’’ (as defined in 
§ 221.2) and other persons who are re-
quired to register with the Board under 
§ 221.3(b). Lenders may not extend more 
than the maximum loan value of the 
collateral securing such credit, as set 
by the Board in § 221.7 (the Supple-
ment). 

(2) This part does not apply to clear-
ing agencies regulated by the Securi-
ties and Exchange Commission or the 
Commodity Futures Trading Commis-
sion that accept deposits of margin 
stock in connection with: 

(i) The issuance of, or guarantee of, 
or the clearance of transactions in, any 
security (including options on any se-
curity, certificate of deposit, securities 
index or foreign currency); or 

(ii) The guarantee of contracts for 
the purchase or sale of a commodity 
for future delivery or options on such 
contracts. 

(3) This part does not apply to credit 
extended to an exempted borrower. 

(c) Availability of forms. The forms 
referenced in this part are available 
from the Federal Reserve Banks.

§ 221.2 Definitions. 
The terms used in this part have the 

meanings given them in section 3(a) of 
the Act or as defined in this section as 
follows: 

Affiliate means: 
(1) For banks: 
(i) Any bank holding company of 

which a bank is a subsidiary within the 
meaning of the Bank Holding Company 
Act of 1956, as amended (12 U.S.C. 
1841(d)); 

(ii) Any other subsidiary of such 
bank holding company; and 

(iii) Any other corporation, business 
trust, association, or other similar or-
ganization that is an affiliate as de-
fined in section 2(b) of the Banking Act 
of 1933 (12 U.S.C. 221a(c)); 

(2) For nonbank lenders, affiliate 
means any person who, directly or indi-
rectly, through one or more inter-
mediaries, controls, or is controlled by, 
or is under common control with the 
lender. 

Bank. (1) Bank. Has the meaning 
given to it in section 3(a)(6) of the Act 
(15 U.S.C. 78c(a)(6)) and includes: 

(i) Any subsidiary of a bank; 
(ii) Any corporation organized under 

section 25(a) of the Federal Reserve Act 
(12 U.S.C. 611); and 

(iii) Any agency or branch of a for-
eign bank located within the United 
States. 

(2) Bank does not include: 
(i) Any savings and loan association; 
(ii) Any credit union; 
(iii) Any lending institution that is 

an instrumentality or agency of the 
United States; or 

(iv) Any member of a national securi-
ties exchange. 

Carrying credit is credit that enables 
a customer to maintain, reduce, or re-
tire indebtedness originally incurred to 
purchase a security that is currently a 
margin stock. 

Current market value of: 
(1) A security means: 
(i) If quotations are available, the 

closing sale price of the security on the 
preceding business day, as appearing on 
any regularly published reporting or 
quotation service; or
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