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August 11, 1977

To the Addressee:

Enclosed is a copy of a revised pamphlet entitled "Securities
Credit Transactions,”™ which incorporates Regulations G, T, U, and X of
the Board of Governors of the Federal Reserve System. Regulation G has
been amended effective August 20, 1976; Regulation T has been amended
effective June 1, 1977; and Regulation U has been amended effective
January 1, 1977.* The new pamphlet incorporates all amendments to these
regulations issued prior to the respective dates indicated.

Please note that the Supplements to Regulations G and U (Revised
effective August 6, 1976) and Regulation T (Revised effective January 1,
1977) are not included in the revised pamphlet and should be retained with
the enclosed pamphlet.

Additional copies of the pamphlet will be furnished upon request.

Circulars Division
FEDERAL RESERVE BANK OF NEW YORK

* The date printed on the cover of the enclosed pamphlet (for Regulation U)
should have been reflected as January 1, 1977.
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GENERAL CONTENTS

This pamphlet contains die regulations, as listed below, issued by the Board
of Governors of the Federal Reserve System relating to margin requirements
on securities credit transactions.

REGULATION X— lEJS E? GOVERN

RUL IN
OBTAIN SECURITIES CREDIT

RECULATION G353 U TR A TR R

REGULATION T—CREDIT BY BROKERS AND DEALERS

REGULATION U—@P&%{%ﬁﬁ@%@ AFFQFBYI-HEE PURPOSE OF

STATUTORY APPENDIX

Any inquiry relating to Regulations X, G, and U should be addressed to
the Federal Reserve Bank of the Federal Reserve district in which the inquiry
arises. Any inquiry relating to Regulation T should be addressed to a national
securities exchange or a national securities association of which the person
making the inquiry is a member or the facilities of which are used for his
transactions, or, if this is not practicable, the inquiry should be addressed
to the Federal Reserve Bank of the district in which the inquiry arises.

The forms furnished with these regulations are reduced in size and are for
information only. Copies of these forms for actual use and other forms
required by the regulations can be obtained from any Federal Reserve Bank.
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REGULATION X

(12 CFR 224)
Effective November 1, 1971
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SECTION 224.1—SCOPE OF PART
Thrs Part 224 (Regulation XP] contains Rules and

equlations promuldated by the Board of Gov
r?ft (h rpegergllglgeserv §stem ( Qhe Boarggz
under the Securities Exchane Act of 1934
amenged Ethe Act”) and applies to all persons
described below who'gbtain, receive, or eng?y the
beneficial use of credit for the purpose Qf pur-

chasing or carrying securities.t For Gefinitions of
technr aI terms See’section 224.5, Parts 207 220,

an Re]gulatrons G ,an and
teStatuto IX. The purpose of this part
gRe ulation X |s to_prevent the infusion of

n-
equlated credrt obtained both outside and wrtHrn
the United States into United States securities
markets in circumvention of the rovIsions of the
Board’s margin regulations or by borrowers asey
certifying the purpose of a loan or otherwise wi
* This text corresponds to the Code of Federal Regula-
tions, Title 12, Chapter Il, Part 224, cited as 12 CFR 224.

The words “this part,” as used herein, mean Regulation X.
115 U.s.C. 78g.
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fully and intentionally evading the provisions of
thode regulatrons V\/hen the term “obtain credit
is used in this part (Regulation Xg It me?ns “ob-
tain, receive, 0 en#]Jyt e beneficial use. of creqiit”
wnen the ter rpose credrt |s used, It

ose of purch asrng or

means “Credit. for th ep
car&yrntg securities.” When the term “borrowe
Use m ans a erson who obtains credit. Thrs
gn uatron |m ements section 7(f) of the
Act generally” applies to borrowers who are:
(a Persons who obtarn credit from within the
United States, or

&b) Those persons who obtain credit from out-
side the United States who are:

g g 1) United States persons,2

2) Foreign persons who are controlled by
United States persons,3 or

2For definition of the term “United States person,” see
Statutory Appendix, section 7 (f)(2)(A).

3For definition of the term “foreign person controlled
by a United States person,” see Statutory Appendix, sec-
tion 7 (f)(2)(C).
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REGULATION X

COﬂjUﬂCtIOﬂ with 4 United States persons,

SECTION 224.2—GENERAL RULE
a) Credit obtained from within the United
states. A DOrrower shall not obtain any purpose
credit from within the United States unleSs he dloes
s0 in compliance. with_the following conditions:
(1) Creqit obtained from a G-lender shall con-

form to, the, provisions, of Part 207 (Regulation
(3), which is hereby incorporated in this part
( ﬁulatronx When the term “G-lender” s Used
In this part (Regulation X), it means a person who
Is not a broker/dealer or bank, who in the ordi-
nary course of Nis business extends, maintains, or
arran £s credrt that IS secured, drrectly or Ingl-
rectg In whole or in Part by co |ateral that In-

dés any margin securities, and who I su I]ect to
the re |strat|on requrrement ‘of section 207.
Part2 Regulation G

2) Credit obtarned from a broker/dealer shall
conform to_ the provisions of Part 220 (Regula-
tion T), which is hereby incorporated in this part
(Regufation X). When "the term “broker/oealer”
15 Used in this part (Regulation X), it means a

(a) of

person who 1 a broker of dealer, including every
member of a national Securities exchange, and
Includes a foreign branch or subsidiary of a
broker/dealer.
(th 3) Credit obtained from a bank shall conform

rovrsrons ofP 221 Re ulation U), ex-

Cezfrt seF%tron ? E>r<]ce I sUch setctron
euaron s he corporated in

trs art equlation X). When ﬁXe termp “hank”
used |nt Is part (Igteﬂu ation X), It means abank
that is subject to Part 221 ( Regulatron U).5

dit obtained from outside the, United
States, Q A United States person or foreign pe
son controlled by a United States ersono acting
on behalf of or in conjunction with such a person
shall nat optain any purpose credit@from tsrde

the United States except n compliance with the
following_conditions;

) redrt obtarned from a foreign branch of

G-lender sha conform tot%provrsronso Part
207 (Regulation G), except that the requirement

4For definition of the term “acting on behalf of or in
conjunction with,” see section 224.5(a) of this part (Regu-
lation X).

S5For definition
that is subject to Regulation U,” see section 224.5(b) of
this part (Regulation X) and Statutory Appendix, section
3(a)(6).

8For definition of the term “purpose credit,” see sec-
tion 224.5(j) of this part (Regulation X).

of the term “bank” meaning “bank

.org/

Federal Reserve Bank of St. Louis

Forergz Lpersons acting on behalf of or in of section 207, 1&) e) & to obtarnrn?
Ith

§ 224.2

a statement of
the pu ose of the credit shall not apply.

il) Credit obtained from a forergn branch or
subsidiary of a broker/dealer shall conform to the
provisions of Part 220 (Regulation T).

(ih) Crediit obtained from a foreign branch of
a bank shall conform to the provisions of Part 221
(Regulation U) which would apply if the credit
Wert obtarned from the head office’of the bank in
the United States, except that the requrrement of
section 2213a2 of Part 221 (Regulation U) as to

obtfnnrn a sﬁ ement of the purpose of the credit

(Iv) Cred) P obtained from a foreign lender shall
conform to_ the provisions of Part” 207 (Regula-
tion G) which would apply if the person exfend-
mq arran%mg, or maintaining the' credit were a
G-lender, except that the requirement of section
207, 1(e2 of Part 207 (Regulation G) as to obtam-
mo a statement of the purpose of the credit shall
nat apply. When the term “foreign lender” is used
In this part (Regulation X) it neans any person,
other than a United States person, who . in the
ordinary course of his business extends, maintains;
or arranges purpose credit outside the United
States and who Is not a forejgn branch or sub-
siciary of a broker/dealer, a forenl;n branch of a
bank ”or a foreign branch of a G-fender,

2) The rovrsrgns of sub ara?)raph (1) of this

ag h 242% t;éa no plyto cfe |tex
ended before November 1 exce
t0 cre(j% extended after Oct o%er p 0 he

requirement 0 withdrawals and substrtutrons
el % 1

of Part 207 ng'Rggf lation G) s afglto credll
ptarne orer n banch of lender or
rom a orer(%n lend er the requirements In para-

20 Part 220 ( euIatron shall
tp?/to cred 0 tarned from a orerg branch or
subsidiary o roker/dealer: and"the req urre
ments |n aragraph 2211 { of Part 221 r(nRe
tion Ur) [ pp by to credlit obtained fro
eign branch of a bian
(l) ord of credit. EVEIY DOrrower subject
0 Yhis Part 224 %Regulatron ).who obtains an
credrt from a lencler descrrbed |n subdivision (1),
(), or (Iv) of paragraph. 2 Sb)( ), If s
credrt IS secured rec or |n irectly, in whole or
ayco lateral that inclucles an Security
| prepdre and retain in his records, for at least
6 years after such credit is extinguished, a record



88 224.3-224.5

substantially in conformity with the requirements
of Federal "Reserve Form™X-I.

SECTION 224.3—EXEMPTIONS

The following classes of persons shall be ex-
empted from the provisions Of section /(f) of the
Act and this part (Regulation X) to thé extent
described below:

(zy A United States person whose permanent
residence s outside the' United States, and who
does not dunng any calendar year obtain a total
of more than $5,000 or have outstanding at any
time dur|n8 any calendar. year a total of more
than $5,000 in Credit obtairied outside the United
States o purchase or carR/ ma[gln Securities.

A borrower wha Is riot a United States Per-
son, but Is controlled by or acting on behalf of or
In conjunction with such person, who obtains
credit for the [purlpose of hona fide cIe,arm% mar-
ket making, or arbitrage transactions in of-shore
Oebt securities that are convertible into margin
Securities, exceFt that any credit ou_ts_tandlnﬂ
against collateral consisting Of such securities shal
b_e_brou%ht Into conformity with the other pro-
visions ot this ﬁart (Re?ula jon X ) 7upon the con-
version of sucn securifies into margin securities.

(c) A borrower who is not a United States Per-
son, but s controlled by or acting on behalt of
or In conjunction with Such person, who_obtains
credit from outside the United States, which bor-
rower has been exempted by the Board of Gov-
ernors of the Federal” Reserve System, bg/ Orcr,
from,hhe re%wrgments of this Rart éFf{ %Jlatlon
X), either uncon |t|onallg Or upon specified terms

d conditions qr for stdted periods, upon a find-
Ing that exceptional circumstances warrant the
granting of such an exemption, and that the ex-
emptiont 1S consonant with the purposes of sec-
tl0 7p‘),of the Act and the provisions of this part
(Regulation X).

SECTION 224 4—REPORTS AND RECORDS

Every bOITOV\ﬁ,I‘ descriped in S(:Eftlé)_n 224.1 who
obtains“any credit that Is secured directly or In-
directly, n whole or in part, by callateral that
Includes any securities, shall majntain such rec-
oras and filé such reports as may be prescribed by
the Board of Governors of the Federal Reserve
System to enable it to perform the functions con-
férred upon it by the Act./

7including Parts 207, 220, or 221 (Regulations G, T,
and U) where applicable.
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REGULATION X

SECTION 224.5—DEFINITIONS

Unless the context otherwise requires, or it is
otherwise specified herein, the terms used in and
for the purposes of this part (Regulation X) have
the meanings given. them in this Section 224.5, In
sections 3£a% or 7(? of the Act, or In Parts 207,

0, or 221 (Requlations G, T, or U). The rele-
vant portions of sections 3@ and 7& of the Act
are set forth in the Statutory Appendix. In the
case_ of inconsistency hetween definitions appear-
Ing in_this section 224.5 and those appearing In
Parts 207, 220, or 221 (Requlations G, T, orU),
the definition appearing In the regulation that ap-

lies to the particular” credit involved, whether

arts 207, 220, or 221 (Regulations G, T, or U),
shall prevail,

(a) The term.“acting on behalf of or in con-
junction with> IN reference to a foreign person
means obtaining, credlit for_ the purpose of pur-
chasing or carrying a security in which, or in the
Incomé or gainS or_losses from which, a United
States person or a foreign person controlled by a
United States_ person has a substantial direct”or
indirect beneficial interest. Absent these factors
the term does not include an interest derived solely
from the owners,hlﬁ) of less than 50 per cent of the
outstanding capital stock issued by such foreign
person Who i obtaining such credit.

_ (bg The term_=bani> means a hank as gefined
In section 3(a)(6& of the Act, including a foreign
branch of a bank, excelot that such term does riot
Incluge a bank which Is a_mem#%_r of nagon I
securjties exchange, a foreign afiliate of a bank,
or a foreign bank’

(%? The ferm =brokerrdeater MeaNS any broker
or dealer including every member of a national
Securities ,excharf)ge, an<1<|n?ludfs a foreign branch
or subsidliary of“a broker/dealer.

(d) The term -foreign tender- MEANS a person,
other than a United States person, who in the
orginary course of his business extends, maintains
o arranges purpose credit quiside the United
States and who Is not a foreign branch or sub-
sidiary of a broker/dealer, a foreign branch of a
bank, “or a foreign branch of a G-lendr.

_ (6) The term -c-tender> Means a person who
Is not a broker/dealer or bank, who In the ordi-
nary course of hl?] husiness extends, maintains, or
arr (I]es credit that 15 secured, directly or in-
directly, in whole or In part, by collateral that
Incluges any margin securities, and who IS sub-



REGULATION X

ject to the registration requirement of section
07, 1(%%01‘ Part’207 (Regulation G). .

e “indirectly secured” |nCIUdeS any
arran ement wrth the Ien er uncler which the right
or al tzto sell, pleage, or otherwise dispose of
Securitie owned by the Dorrower For by any other
person who has made the, use of such securities
available to the borrower) is in any way restricted
as long as the credit remains outstanding, or uncer
which the exercise of such right, whether by writ-
ten agreement or otherwisg, 1S or may he” cause
for acceleration of maturity of the Credit. The
forejorng shall not apply, however—

if such restnctron anses soIe b¥] virtue of
an- arrangement with the lender hrc pertains
generally "to the borrower’s assets unless a Sub-
Stantial “part of such assets consists of margin

Securities, or

) if the lender in qood faith has not relied
upon such securities as Collateral in the extension
or maintenance of the particular credit, or

(3).to securities held by the lender only in the
capacity of custodian, dépositary, or trustee, or
under similar circumstances, If the lender n goog
faith has not relied upon such securities ascol-
lateral In the extension or maintenance of the
paEtrcuTIa]r ctredrt h

B T8rM «iender~ MEANS A PEFSON WNO |n
theggrdrna coursg of hrs busrness gxtends mg
tains, or arfanges for credit, inclyding aG ende
a broker/dealer, a bank, and a foreign lender.

(). The fte‘r‘m ‘margin security” shaII have the
meaning of “margin security” as defined In. sec-
tion 20 Ztsd o? gart 201 § equlation G% |ft(h
borrower btarnrngncrer fr m a G-lender or
a foreign lender, the meaning of “margin security”
EN defrned In section 220.2(f) of Part 220 {Reg
lation T) if the borrower is obtaining credr fr
a_broker/dealer, and the meaning” of “mar |n
stock” as defined in section 221.3(v) of Part
FReguIatron U) if the borrower is obtaining credrt
rom a bank.

(|) The term “offshore debt security” as 10 t th|3
part (Regulation X) means_a debt security offered
onI%/ outside the United States, the puyrchase of

hich by a United States person woulld give rise
o a |ab| uX under the Interest Equalization Tax

etseq
The terM “purpose credit MeANS credit for
the purpose of urc hasrn .OF Carrying Securities.
The purpose of a credrt IS determined by sub-

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

§ 224.6

stance rather than form. The following are some
examples of purpose cregt:

Credit which s for the ?urpose whether
|mmed|ate Incidental, or ultimate, of purchasrn%
OF carrying a secunty s purbose credit,” despit
an tempor r)(app lication of the funds otherwise.

Credit 1o enable_ the borrower to reduce or
retrre Indebtedness. which was originally incurred
o purchase a security is for the purpose’of “carry-
ing” such a security.

3?] Credlit that is secured directly or indjrectly,
in whole or in part, by collateral that includes an¥
securities, is presumed to be, for the purﬂose 0
purchasing or carrying securities,. unless the bor-
rower has compiled with the requirements of Part
207 (Regulation G), Part 220 (Regulation T), or
Part / (Re?ulatron U). & to the statement of
the p urpose 0 acredrt If such requirements are
ap tprca le, or in the case of cregiit obtamed from

a foreign |ender can furnish satisfactory evidence
of the Use of the credit for a gurpose Other than
purchasing or carrying securiti

(4) An’extension Of credit provided for in a
lan, Pro ram, or_investment contract offered or
olol"of otherwise initiated after August 31, 1969,
which provides for the acquisition” both of an
Securities and of goods, Services, property |nter
ests, or_Investments.

k? The term «obtain greg meanst obtain,
recelve, or en#]Jy the beneficia useo redt

() The term™unitea states” INClUES anZ State

e United States, the District of Colimbia
Puerto Rico, the Canal Zone, the, Virgin Il ans
or any other possession of the United States.

SECTION 224.6—MISCELLANEOUS
PROVISIONS

ionccene  eystake An innocent  mistake
made |n ood faith by a orrower In connection
with the 0 tarnrng of a credrt shall not be deemed
to be a violatiory of this part (Regulation X) if
promptl [y after discovery of the miStake, the bor-
rower akes whatever action is practicable to
remedly the non- complrance
f | ddmg Brtsatfﬁttm | t berson \{[VhO W||
ully aids or abe ewoaron other per-
sonyof ana/ provision of this gar%l % ey U atron X
eemed to be in violatio t IS pa
(Re uIatron X). For the purpose of this para
%ap the_term “aids or abets” shall include, but
ot'be limited to, counsels, commands, indluices, or
procures,



F.R. Form X-I SPECIMEN ONLY

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

P PRCSCONCERIR SRt CORLATERALI sy it

WHEN SUCH CREDIT IS OBTAINED FROM
OUTSIDE THE UNITED STATES

§RSUANT JO REGULATION

“RULES GOVERNIN?FE ﬁg%é%—l %MN(%I;CURITIES CREDIT”

A FALSE OR DISHONEST STATEMENT BY A BORROWER ON THIS FORM OR ANY SCHEDULE
THERETO MAY BE PUNISHABLE BY FINE OR IMPRISONMENT
(U.S. CODE, TITLE 15, SECTION 78ff AND TITLE 18, SECTION 1001)

nlesss ecifically exempted from the provisions of Requlation X, the following borrowers must com Iete
|s recor c? or ayrecorrgpsu%stanthtﬂ ?n co ?orml V\% hIS ?érm at or r|o to the tlme e][] credit
froman aurce out3|de tes oﬁhert an aforelﬁn anc or subsidia |? a Nl e(i

alne
%;ates |’0 er or Uealer W %IS SUbJeCt tO atlon the credit IS secured In an collatera
that Includes any United States security O SECUI‘Ity reglstered on a national securities nge

nited States person
EOI‘GI ersoﬁ 0 are COB Wll Py United States ersoHsLPr.
orela Bersons acting on ehalf ot or n conjunction with United States persons.

Date credit 0btaINed..........vvvvveevveeeeeeeeereeeeeeeesereeeeeen AMOUNE OF CIEAIE $..vvvvvvvveeeeeeeeeeeeeees s
Purpose of this credit (State in Qetail) .............rvvvmvmsrmvmsmnsnmssmssssmsssss s —————————

Credit is secured by following securities (attach schedule including name of issuer, type or class of
securities, number of shares, and market value on date credit is 0btaiNed) ............ovvvvvresrvrsssmssrsssrnsnns

Name and address of lender extending credit

Name and address of United States person the borrower is controlled by, or is acting on behalf of or in
conjunction with, if applicable (such person must obtain and retain a copy of the filled in form) ............

Name, address, and occupation of any person arranging credit

The undersigned hereby certifies and affirms that to the best of my (our) knowledge and belief the infor-
mation contained herein is true, accurate, and complete.

SIGNED oo v SIGNED oo o s

{Wantal signature) " (D'afe) (Manual”'signature)” " {Date)

(Type or print name) (Type or print name)

AAAATESS OF DOTTOWET .......vvoovvoveeveoeseeessesssssssssssssssssssssssssssssss s se e

* Copies of Regulation X may be obtained from any Federal Reserve Bank in the United States and are available at United
States Emba55|es and consular posts.

1S FORM MUST BE RETAINED BY THE BORROWER AND BY ANY UNITED STATES

ey R A e e Sl
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The terms used on this record have the meanings given them below; for additional defi-
nitions, please refer to section 224.5 of Regulation X, section 3(a) or 7(f) of the Securi-
ties Exchange Act of 1934 as amended, or Regulations G, T, or U issued by the Board
of Governors of the Federal Reserve System.

ghe term - upited Stat S person” includes a. erson which is (%rgnanraed o gxrsts unger the laws of
any State or, in the case o a nat rson l zen or resjdent o nited States; a mestces%ate
oratrust In' which, one or rnoreo ore oin rsons asacumulatrve direct o Indirect beneficial
Interest In excess of 50 per centum of the va Ue etrus

‘foreign perso .con rolled b ed States erson

whrcthnrteH] States v\%elﬁ]ons rectnﬁor 0 irectly have more t gn

T A I L

rH EIBpercntumo the total vaﬁueo shares of alf classes of sto
The. teFor tﬁct.ng on be If of or in conjunctian with” Il refere “ﬁl Eaforer erson means obtain-
ntrolle

?d”Ce'Pdce%&r”% B et

r nT] Irectl X 0WN Stock POSSessin
Caseso stock entitled to vote, or mo

|n ol %pur oseg sourchasrn or carrying. asecurr or in‘the |ncome or Parns or
0 é tesP on or a or by a Unite tatesP Son has
asu sta |aI dreCHJ % Irect beneficial .inte est A ese actors trh term s not e a{g
rntergb erive ﬁ/ rom the owners R ﬁ 50 per cent of the outstan Ing caprta stoc
Isued by such foreign person who IS obtaining suc credrt

The term «obtain credit MeaNs t0 obtain, receive, or enjoy the beneficial use of credit,

nited, states INCJUES any State of the United States, the Djstrict of Columbia, Puerto
Rico, the 8anal fone e ¥ Vrrgrn ,an s or'any other possession o% [he Unite éaes

M “1en ansa erson who,in the qn ourse of his business extends, maintains, or
arranges or cre(ejrt |ncI uding a frmder abrolEer 8ea rg% and a foreign fen Br.

term «-tend T means. a person Who is notabkokerdealero kwho |n th

of hrs usr ess fct maintajns, or arran es credit .that IS secyr B |rec¥
or. |n erag‘}qt mc‘ ges a% grn securr 0 Is subject e regl tratron re
quire ent 0 sectro 7 (Regulation

The term “bank™ means defrned sectro @ of theSc % ﬁc Wa]ngre Act of 1 34
including a ??)rer rancqrh artﬁs exceg{Lf ch te S 1ot Inc (l{)an an IS 2 mem
o a natronal sec rrtres exchange, a foreign ||ateo a bank, or a foreign

Thet IM “foreign lender” MEANS 4 Ir)erson other than a Unrteg States rson who in the or |
course 0 |sb SINES: exten% aintains, or arr n spquose credit oHts;fd Unrte States, an W
g Ofeﬁ eorrergn ranch or subsicliary of a broker/dedler, a foreign branch o ora orergn branc

The term «arranging for credit~, Fefers 10 an actvrt In relation to the credit absent which the credit
\t/\r%lrjrls%cr%%nge obtained or any pa?trtcrpatron mda gensa y and necessary to trre compFetron 0 tecregrt
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REGULATION G

(12 CFR 207)

As amended effective August 20, 1976

SECTION 207.1—GENERAL RULE

person who, in the ordi-
nary course of his business, 1 dun 9 any calendar
Quarter ended after June 3 6, extends or
arranges for the extension of a total of $100,000
or mare, or has outstandln% at any time during the
calendar quarter, a total ot $500,000 or more, in
credit secured dlrectly or indirectly,2in whole or in
rt, by col atera that includes ari margln Securl-
es3u ess_such persan 1s suba{ct to"Part_220
uIatlonTi))or art 221 Re ation U? of this
ajater 15 SU ctm]h re| ratlon requ ments
ragra s W|t s fol owmg
the end of th calendar uarter dunng which th
Pnerson becomes subject to such re stration req Flre
ents, register witn”the Board of Governors, of
Federal Reserve System by filing a statement in con-
formity with the requirements of Federal Reserve
Form ‘G-1 with the Federal Reserve Bank of the
district in which the principal office of such person
Is located.
erson s

Termination of registration. Any

registered who has not, during the preceding 6 cal-

(8) Registration. EVEry

* This text corresponds to the Code of Federal Regula-
tions, Title 12, Chapter Il, Part 207, cited as 12 CFR 207.
The words “this part” as used herein, mean Regulation G.

1See § 207.2(b).

2See § 207.2(i).

8See § 207.2(d).
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endar months, extended or arranged for the exten-
sion or maintenance of and has not had more than
$200,000 of credit outstandlnlg at any time dunng
such period, secured directly or indirectly, in

whole or in part, by coIIateraI that includes an
margm securltles m fy I:y for termlnatlon 0
Such re |strat|onb lling Federal Reserve Form
G-2 Wlt the Fe eraI Reserve Bank of the district
in which the principal office of such person IS
located. A registration shall be deemed terminated
when such a?) lication 1s ai)proved gthe Board
of Governors of the Federal Reserve System.

(C) Definition of lender and appllcablllt
margln requwements An erson SU eCt tO t e
reglstratlon requirements of para aPh at)) of this
section wno, in the ordmaw cours? his DUSIness,
extends or maintains or arfanges for the extension
or maintenance of any credit for the purpose of
purchasing or carryind any margin security (nere-
Inafter called “purpose credit”), |f such Credit is
securedl directly or indirectly, in whole or In part,
by collateral that mcludes ny such security, 1s a

“jender” subfec to this part and shall_not after

February 1 1968, exceﬁ rovided in §207.4(a),
extend dr arrange for the extension of any purPose
credit in an amount exceeding the maximum loan
value of the collateral, as prescribed from time to
time for margin securities n § 2075 (the Supple-
ment to RegUlation G), or as determined by the

of



REGULATION G

lender in good faith for any collateral other than
margin securities: Provided, That credit extended
before July 8, 1969, for the purpose of purchasing
or carryin dT C margin stock and/or debt securi-
ties conivertible into stich stock shall not be deemed
to be purpose credit; And provided further, That
any collateral consisting of convertible securities
described in paragraph” (d) of this section shall
havehloan value only as provided in that para-

;
g Credit on convertible debt securities. (1 A
lender may extend credit for. the purpose specr%red
In parag rag (cj)o this section on collateral con-
srstrn Of any gebt security (1) convertible with or
wrthout consrderatron presently or in the future
Into.a margin security or (i) carrying any warrant
or right to subscribe to gr purchase Such’a margin
securtty (such a convertible debt securr Is some-
times referred to herein as a “convertible securrtK
2) Creqit extended under this paragraph shall
be subject to the same conditions as any other
credit subHect to this. section except; (i) the entire
amount of such credit shall be considered a single
credit treated separately from the single credit
s ecified in i)aragraph {g) of this. section and al
the collateral securing Stch credit shall be con-
sidered In determrnrrlla whether or not the credlit
complies with this pa ,and ) temaxrmum Ioan
value of the col atgra shall ea]sprescn bed from
Eme Ito trn(rse In 3 207.5(0) (the” Supplement to
equlation
Any convertible security originally eligible
ﬂlaﬁr | for credrt extended under this para-
%1 treated as such as long as con-
Inuously heId as Collateral for such credit even

though It ceases to be convertible or to carry
Warrants or rrghts
4) In the vent that any mar n securrty other

than a convertible security s substituted for a con-
vertrbe securrtr held as coIIateraI for_credit ex-
tencled under this section, such margin secur]

and any credit extended on it in compliance wit
this part shall thereupon be treated as subject to
paragraph (c) of this section and not to this para-
grapn and t g credrt extended under thrs para-
gn aph shall be reduced Kanamounteua to the

aximum loan value of the security withdrawn,

e Statements as to purpose of credit.
connection with any extension of credit secured
directly or indirectly, in whole or in part, by co
lateral” that Includes’ any margin security, every
person who Is subject t0 the registration “requiré-

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

12

§ 207.1

ment of paragraph (a) of this section shall, prior to
such extension, ‘obtain a statement in conformity
with the requirements of Federal Reserve Form
G-3 execyted by the customer and executed and
accepted in good faith by such person. Such per-
son shall retain such statement In his records for
af least 3 years after such credit is extinguished. In
determrnrng whether credit is “purpoSe credit”
such person may rely on the statement executed
by the customer If “accepted In good faith. To
accept the customer’s statement in good faith, such
person must (i (3 be alert to_ the cirdumstances sur-
rounding the credit and (ii) It he has any further
Informa |on which would cause a prudent'man not
to gccept the statement without inquiry, have in-
vestigated and be satisfied that the “Customer’s
statement is truthful,

Circumstances which could indicate that
such’ person has not exercised reasonable diligence
In so Investigating and so satistying himselt would
mc lude, butare not limited to, facts such as that
(1) the Broceeds of the credit were paid to a broker
or to a bank in connection with contemporaneous

delivery of margin securities, whether or not pay-
ment Was mage against delivery, (il there were
frequent substitutions of margi, sectirities servrnd
as collateral for the credit, of (iil) the amount 0
the credit was dlspro?ortlonate or the terms in-
apP opriate, to the stated purpose.

Credit extended to person subject tQ Regula-
tion T Sr) No lender shall extend or maintain any
credit for’ the purpose of purchasrn? or carrying
any margin securi to any customer’ wh o 1S Su-

ect to Part 220 of this Chapter (Regulation
ithout coIIateraI r.on coll tera 00 srstrng

margin. securities ?other than exempted Ssecur-
ties 4). Where the credit is o be used in the ordj-
nary course of business of such customer, stch
credit s presumed to be for the purpose of pur-
chasing Or carrying margin securities unless the
lenderhas in his récordsa statement to the con-
trary obtained and executed in conformrty with the
re(zurrements of para raph (g) of this section.

rohibition of ‘this ara ra shall
t0 CP rIO sec@r

¥ drt Whrch 15 unse
¥]co lateral other than mardrn securrtres and
w ich 1s (1) made to a dealer 510 aid In the distri-
bution of Securities to customers not through the
medium of a national securities exchange, or (i)

4As defined in 15 U.S.C. 78c(a)(12).
5As defined in 15 U.S.C. 78c(a) (5).
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subordinated to the claims of general creditors by
a Subordination agreement approved by an apprd-
priate commyttee Of a national securitiés exchange
or by a satlsfacto subordrnatlon agreement” as
defrned in para (©)(7) of Rule I5¢3-|_ of the
Securities and xc ange Commrssron (17 CFR
240315c3 1)

The ' Board of Governors of the Federal

prohibitions of this d the re-
quirements of this pa her uncondrtronally or
upon specified terms and conditions or for stated
penods any loan for. the purpose of making a
0an or providing capital toa person who Is sub-
Ject to Part 220" of this Chapter (Regulation T),
Upon. a finding that the granting of Such an ex-
emption is necessary or appropriate, in the public
interest or for the”protection’ of mvestors; Pro-
vided, That the Securrties Investor  Protection
Corporation shall have certified to the Board that
such action Is appropriate under the circumstances.

Combining_purpose credit extended to the
same customer. FOI" {he purpose of thls art ex
cept for a credit sutZ}ect to J)aragrap of this

a

Reserve S%/stem may g/r qr e exempt rom the

section and § 207.4(a)(2), the aggregate of all out-
standing purpose cre | extende to acustomerb
a lender after February 1, 1968, shall be consig-

ered a single crediit and, except as provided in
paragraphs (d) and (i) of this section, all the col-
ateral secunng such a credit whether drrectly or
Rart shall be considered
e credit complies with

Indlirectly, in whole or in
In determlnrng whether t
thl? r.

Purpose and nonpurpose credit extended to
the same person. T naer Sha” aﬁ:er Febl’ua 1,
1968, extend or arrange for the extension of
PUIpOSE Cre |t or maintain or arrange for the
maintenance of any pp] pose credit extended aftT
Februa 1 1968, If the credit IS secured |rect¥
or indiréctly, in whole or In part. b coIIateraI tha
includes ary. margin securi whr also secures,
directly or “indirectly, i whole or in part, any
other Credit In excess of $5,000 extended 0 the
same customer after February 1 1968; and no
lender shall have outstandrng%1 at the same time to
the same customer both such purpose credit and
any. such other credit: Provided. That the pro-
hibitions of this paragraph shall not apply . to
(1) crecit extended for the purpose of urchasrng
constructing, marntarnrng, or | provrn%a dwelling
which Is occupied or to be occupied Ty the cus-
tomer as his principal residence when such credit
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Is secured by a first lien on such dwelling; or (ii)
credlit secured by a share account or other claim
acquued by the customer from the lender inge-
pen dently of the credit and payable ?or entrthnd
he holder t0.a loan thereon) In a dollar amoun
determined without regard to the market value of
the assets supporting the claim.

(1) Purpose credit secured both by margin securi-
ties and by other collateral. n the case 0? any pUl‘
pose credit extended or arranged after February 1,
1968 secured directly or indirectly, in whole or in

g/an y margin’ security, no other collateral
shall h Ve any Ioan value In respect to such credit
for the p urpose of this part: Provided, howeyer,
That a share account or other claim acquired by
the customer from the lender independently of the
credit and payable (or entitling the holder to a loan
thereon) in & dollar amount” determined without
regard 1o the market value of the assets support-
mg the.claim shall have a maximum_loan value as
determined by the lender in good faith.

Withdrawals_and substitutions of collateral.
(1) General rule. Excegtaspermltted by the next
Suoparagraph and by 3 207 4(a2 while” a lender
marntarns ar%y purpose credit extended after Feb-
ruary he lender shall not at anY time per-
m|t an¥ wrthdrawal or substltutron of collateral un-
less e er (1) the credit would not exceed the
maximum loan value of the collateral after such
withdrawal or substitution, or (n) the credrt 1S
reduced by at least, the amount b){ which, the maxi-
mum loari value, of any collaterg] de osited 1S les
than the “retention re%urrement of any Co atera1
withdrawn. The retention requirement of collatera
other than margin securities Is the same &s_its
maximym Ipan Value and the_retention require-
ment of collateral consisting. of margin securitjes
or debt securities convertible into margln Securifles
1S rscnbed from ﬁlme to_time in 8 207.5 (the
Su fement to Regulation G).

Same daé substitution of collateral. EXcept
& prohlblted § 207.4(a)(2), in the case of a
crediit in which the equity ratio is equal to or ex-
ceeds the minimum equity ratio as prescnbed in
§207.5 (the supplement to the regulation) a lender
may permrt a Substitution of margin ‘securities
effected by a purchase and sale on orders executed
within the same day: Provided, That (| (% if the
proceeds of the sale exceed the total cost of the
purchase, the credit is reduced by at least an
amount equal to the retention requirement in
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respect to the sale less the retention requirement
In respect to the purchase, or (i) if the total cost
of the purchase exceeds the proceeds of the sale,
the credit maY be increased by an amount no
greater than the maximum loan valuye of the
Securities purchased less the maximum loan value
of the securities sold. If the maximum loan value
of the collateral securing the credit has become
less than the amount of the credit, the amount of
the crecit may nonetheless be increased I there is
Provrded additional coIIateraI having maximum
oan value at least equal to the amount of increase,
or the credit Is extended pursuant to § 2074(a).

SECTION 207.2—DEFINITIONS

For the purpose of this part, unless the context
otherwise requires:

. (@) Terms herein have the meanings given them
in section 3(a) of the Securities Exchange Act of
1934 (15 US.C. 78c(a)).

b he '[el’m ‘in the ordinary course of his busi-
ness MEANS0CCUNTINg or reasonably expected to
occur from time to tine in the coursé of any activ-
Person for profit or the management and

reserva n of proR rty or. in addition,"in the case
o a person other than an indlividual, carrying out
or in furtherance of an¥ business purpose.

¢) The - Fﬁrrp‘c;’se of a credit is determined by
su ance rather than for

2ﬂ Credit which s {n r the ?urpose whether
immediate, Incidental, or ultimate, of purchasing
or carrying amargrn SECUMRY IS “purpose creqlit”
desprte any temporary application of funds other-

g Credit to enable_the customer to reduce or
retire |n ebtedness which was, originally incurred
o purchase a margin security is for the purpose of
carryrnﬁ " such a Secur
(3) AN extension of Credit provided for in a
n, program, or_investment contract offered or
sold or ofherwise initiated after August 31, 1969,
which provides for the acquisition both of any se-
curities described in paragraph (d) of this section
and of goods, services, property Interests, other se-
curities, or mvestments s “puirpose, credit”
Margin security. 1N€ TerM “Mmargin Secu-
rity” means an equrty security 6 which is (1) a
registered equity security, (2)"an QTC margin
stock, (3) a gebt security (i) convertible with “or
without Consideration, presently or in the future,

6 As defined in 15 U.S.C. 78c(a)(ll).
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into a mar%m security, or (ii) carrying any war
rant or right to subscribe to or purchas, presentK
or In the future, a margin secrity, (4) any suc
warrant or right, (5) a Securtty issted by an in-
vestment company, ‘other than a small business
Investment company licensed under the Small
Business_Investment Company Act of 1958 (15
U.S.C. 661), reqistered pursuant to section 8 of
the Investment ompany Act of 1940 (15 US.C.
80a-8), unless at Ieast 95, per cent of the assets of
such ‘company. are continuously invested in ex-
empted securities.

e Registered equny security. The term t’egIS
tere eclurty Security” means any equity security
w ich (1) 15 re Istered on a national seclirities ex-
ch ange 2 h as unlisted trading privileges on a
national securities exchange, or (3) Is exempted py
the Securities and Excharige Commrssron from the
o eration of section 7(c)(2) of the ecurrtres Ex

change Act of 1934 (15 USC, Jwgﬁc only
{0 the extent necessary to render lawftl any’direct
or ndirect extensron or maintenance of credrt on
such security.

C margin stock. (1) The term “OTC
margin stock” means stock not traded on a na-
tiondl securifies exchanrfe which the Board of
Governors of the Federa Reserve System has de-
termined to ave te eree of natronal investor
mteret the Pe readth of market, the
avallability o nformatron respectrng the " Stock
and Its |ssuer and tecar%cter and pe]rmanence
?f ttt?e ISSUT 10 vtvsarrcant s%ajrectrng such security
0 ere Uiremen

qe he Board wr? | from time to time publish a
Irst of OTC margin stocks. as to which the Board
has made the determinations described In sub-
paragraph. (1) of this paragraph (f). Except &
rovided in subparaﬁraph of this paragraph
f), such stocks shall meet’ the requirements of

7.5(d) (the Supplement to Regulation G).

(3) The Board shall from time t0 time remove
from the list described in subparagraph (2) of this
paragraph (f) stocks that cease to:

(1) EXist 0r of which the Issuer ceases to exit,

or
su) Meet substantrally the provrsrons of sub
% 9 of trs ara raph 9
207.5(8) Su lement to Requlati
4) he foregorng notvvrthstandrng the 30ard
may omit or remové any stock that 1s not traded

7As defined in 15 U.S.C. 78c(a)(12).
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on a national securites exchange from. or add an_¥
such stock to such list of OTC margin stocks, |
In the judgment of the Board, such action Is
Necessary or a?proprlate in the public interest.
(5) "It shall be unlawful for any person to mal
or cause to be made, any represéntation to the
effect that the, inclusion. of @ security on such list
of OTC mar%]ln stocks is evidence that the Board
or the Securities and Exchange. Commission has in
any way passed upon the merits of, or %lven ap-
proval o, such security or any transaction therein.
Any statement in an advertisement or other sim-
ilar communication contalnln% a reference to the
Board in connection with such stocks or such list
shall constitute such an unlawful representation.
i (]g) Purchase and sale. E The term "pUFChase"
inclUdes any contract to buy, purchase, or other-
WISe_acquire

2
sel‘ ()Jr otherwise dispose of. N

h) The ferm «customer~ INcludes any recipient
of the_credit to whom credit is extended directly
or indirectly for the use of the customer, and also
includes any person engaged in a joint venture, or
as a membgr of a syndicate or agroup, with the
customer with respect to a purpose loan.

(|) The tel’m “indirectly_secured” mClUdeS, ex-
cept as provided in § 267.4(a)(3), any arrange-
ment with the customer under which the cls-
tomer’s n(T;ht or ahility to sell, pledge, or otherwise
dispose of margin’ securities owned by the cus-
tomer is In any Way restricted as Io_n% the credit
remaing outstandlnq or under which the exercise
of such rerJht, whether by wriften agreement or
otherwise, Is or may e cause for acceleration of
the maturity of the credit: Provided, That the
fo,regom? shall not apply (1) If such restriction
arises solely by virtue of an arranﬁement with the
customer Wwhich pertains genera to the cus-
tomer’s assets unless a substantial’ part of such
assets consists of margin securities, or (2) if the
lender in good faith "has not relied upon such
Securities & collateral In the extension or main-
tenance of the particular credit: And provided
further, That the foregoing shall not apply to
stock held by the lendér only in the capaCity. of
custodian, depositary, or trustee, or under similar
circumstances, If thé lender in good faith has not
relied upon such securities as collateral in the ex-
tension or maintenance of the particular credit.

The term «stock> INClUCeS any security com-
monly known as a stock; any voting trust cer-
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tificate or other instrument representing such a
security; any security convertible with of without
considération into Such security, certificate, or
ofher Instrument, or carrying ‘any warrant _ or
right to subscribe to or purchase such a security;
of any such warrant or right.

(K The term “equity ratio> Means the frac-
tion ‘stated & a percentage In which the
denominator is the current market value of the
collateral having loan value in respect to the
credit and the numerator IS such current market
value minus the amount of the credit currently
owing.

SECTION 207.3—REPORTS AND RECORDS

% Every Pers,on who is registered pursuant to
F ,7.1Sa) of_this part shall, within 30 days fol-
Jowing June 30, 197/ and within 30 days follow-
ing each succeeding June 30 thereafter, file a
report on Federal Reserve Form G-4 with the
Federal Reserve Bank of the district in which the
principal office of the lender is |ocated.

(%) Everly erson Who has reﬁlstere_d pursuant
to '8 207.1(a) of this part shall maintain such
records as shall be prescribed by the Board of
Governors of the Federal Reserve System to en-
able it to gerfor,m the functions conferred upon
{5 Sb% tr}%) ecurities Exchange Act of 1934 (15

SECTION 207.4—MISCELLANEOUS
PROVISIONS

a
pl;;\(nl. In respect to any credit extended and main-
tained by a corporatian, by a lender wholly con-
trolled and Eexcept In the case of a lender formed
prior to February 1, 1968, or a trustee) who,II%
owned by such, corporation, or by a lender whic
Is a merbership thrift or?anlzatlon Wwhose mem-
bership is, limited to employees and former em-
pIo_Y,ees of such corporation, IS subsidiaries, or
affiliates (such corporations and such lenders are
both sometimes referred to as “pIan-Ie_nders”t)), 10
an officer or employee of the corporation, subsid-
lary, or affiliate théreof to finance the exercise of
rights granted such officer or employee under a
stock ?Ptlon plan or employee stock purchase
Blan adopted by the corporation and approved

a maqon_%sofO fItS stockholders to purchase

If

ar%lrn_secur such corporation, subsidiary,
or arfiliate;

Stock option and employee stock purchase
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0101 s ot sl g ) O

Credit extended to finance he exercise of such
rights granted to any named officer or employee
Bnor 0 Februaryl 1968 and effectively exercised

such officer or employee prior fo February L
1 69 (with_ respect to creclit extended to purchase

margrn stock or cleht secuntres convertrble

|nto such stock,_such dates sha
and July 8 1970, respectrve yﬂ @ to any crer
extended prior to February 69, t0a plan-
lender. pursuant to a bona fide written commrt
ment in existence on February 1 1968, to finance
the exercise of such rights ‘and by such  plan-
lender from the proceeds, of such Credit to any
officer or employee to finance the exercrse of
nghts granted Rursuant to a stock purchase

der Which the exercise pnce does not ex eed
50 per cent of the market value of the stock
subject to purchase, valued as of the offering date
thereof, or (iil) to any credit extended by aplan-
lender pursuant o a stock purchase plart or Stock
option ‘which is qualified or_restricted under In-
ternal Revenue Code & 422, 423, or 424, to
finance the exercise of Such rights granted prior
to February 1, 1968.
(d)(z)andhg restncgrons imposed by §207.1(c) and
on the maxrmum Iria? value of margin s currtres
sennn% & collatera or urpose credit shall not
ppﬁ/ 0 Securities gurc ed, and serving as direct
of indirect collateral for credit extended pursuant
to suchaplan Provided, That

3 ?ch such cregit extended to an otfrcer
or employee pursuant to this subparagraph (2) In
connection with the exercise of rightS under one
or more plans or with the periodic exercise of
rights under a single plan, when such credits
shall be outstandrnq at the’ same trme may be
treated Separatel g/ rom any other cre dit extended

sub

P Lo rar?rragther credit extendgg

reated seParateI y fro
pursuant to sectrons 207.1 of this

Part Proyided, That the colIateraI Wrtg‘(tJ respect
each individual credit extended pursuant o
such plan or plans shall be Identified with, and
shall ave loar) value only with respect to,” such
Individual creit.

(1) At the time when credit is extended in con-
nection with a pIan subject to thrs sub#)ara graph,
t) the plan Ien i computes the “deficiency™—
he amount V which the credit exceeds the maxr
mum loan value of the collateral as prescribed by
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207.5 (the Supplement to Requlation G), and
b) the agreement under which “the credit'is ex-
ended provides that, except as permitted by the
Provrso in’ subdivision ("Ih of this subparagraph,
he_ qfficer or emi)loyee shall, In respect to' stich
deficiency, for at least 3 years from the extension
of the cregit, make equal”repayments to the plan-
lender at least quarterly and equivalent to at least
20 per cent of such deficiency per annum, or such
lesser amount as the Board ‘of Governors of the
Feder{atl Reserve System, upon application may

mi
pe(nr) The officer or employee is not permitted
under such plan or credrt agreement to sell, with-
draw, Pe ge or otherwise dispose of all or any

such collateral until (2) all repayments
ve been made for at least the 3-year “period
provided In_subdivision (ir) of this subparagraph
and the deficiency has been repaid, or (b) as
result of the repdyments described In subdi vrsron
En) of this subparagraph and/or of a change in
he current market” value of the collateral, the
maximum loan_value of the collateral, as ?re
scribed by §207.5 qthe Supplement to Regula jon
G), is at Ieast equal to the credit which Femains
?wrng from the oﬁrcTr or employee to the lﬁ
encer, wnichever shall occur first; Provided, That
this restnctron need not aPpIy where such colla-
teral is recllurre fo be sold To meet emergenc
expenses arising from circumstances not reasort:
ably foreseeable at the time of the extension of
the” credit {for this purpose such emerg}gencg;

penses snall’ inclugle” th deat disabili

V0 untarg termination of emp oyment of the officer
or employee or some other change In his circum-
stances, fnvolving extreme hardship, not reason-
ably foreseeable at the trme the credit Is extended,
The opportunity to realize monetarY gain 13 not
gn ‘(‘jchange I hiS circumstances” for this purpose);

Iv) At such time as either of the conditions
with “respect to sale, withdrawal, pledge, or other
dis osrtr n of coIIateraI specified. " subdivision
ili) of this subparagraph are satisfied the credit is
hereafter trea ed & a credit subject to all the
requirements of this part,

1% No extension of credit to a plan-lender to
finance such a plan shall be deemed to be In-
directly secured by a margin security purchased
pursuant to the plan: pr vrdeii Thaé such secur-
Ity is not repledged by the plan-lender to secure
stich extension of credit to the plan-lender and
In no event cloes the person extending such credit
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have re%ourse to such security: And provided fur-  exceed the rt)remrum on sugh ﬁolrcy (plus an¥
ther, That the amount of ‘the credit does not  applicable interest), the maximu oan value
exceed the total amount of cret currently ex- such security shall be 40 per cent of its curren
tended by such plan-lender pursuant to such'plan.  market value, as determined by any reasonaoe
Extensions and renewals. The renewal or mt
extension of maturity of a creqit need not be (2) Sections 207.1(c 1&) d, (), (g% (h), (1), and
treated as the extension of a credit if the amount  (j) of this part shall not apply to any credit
of the credit is not increased except by the  extended to a person registered purstant fo
addition of interest or service charges onthetredit ~ § 207.1(a) who_ extends créait pursuant to_sub-
or of taxes on transactions i Connection with  paragraph’ (1) of this paragraph, Provided, That:
the credit. s the crediit extended pursuant to this sup-

(). Reorganization or recapitalization, NOtING raph is secured by Securities that are Is-
in this part shall be construed fo prohibit with-  Sued” by an investment™ company described in
drawal or substitution of securities_ to enable a §207 d)(5), and are carried for"the account of
customer to participate in a reorganization or re- One or more customers under a plan, program, o
caprtalrzatron investment  contract descrrbed N’ subparagraph

Mistakes in good faith. FailUre t0 comp dy (1) of this paragraph (and the person extending
Wit thrs Pan due fo a mechanical mistake mace  such  credit receives Written notice from the
|n ood faith in determrnrng, recording, or cal-  recjpient of the_credit to this effect); and
culating any creclit, balance, market “price, or (i) the provisions of such plan, program, or
loan value, ‘or other similar mechanical mistake,  investment contract conform to the’ provisions of
shall not constifute a violation of this part if  Rule 15¢2-1of the Securrtres and Exchange Com-
Promp V\Xt tly after discovery of the mistake the lender  mission concerni F? 4y oth ecatron of customers’
akes atever action”is practicable to remedy  securities (17 CFR 2
the noncompliance. 0) Transfers A person who IS registered pur-

(2 Arranging for credit. A lender may arrange  suant to the requrrement of §207.1(@) of this

for the extension or maintenance of credit by any rt may, with out following the requirements of
erson uRon the same terms and conditions s Pa a5 10 the extension of a credit, accept
nose. upon which the lender, under the_provisions the ansfer of a credit on%rnall extended In
of this part, may himself extend or marntaln such  conformity with the requirements of this part_di-
credit, but only uloon such terms and con |t|ons rectly from another such person: Provrded That
excegt that this mrtatron shaII not the Stafement of pur os Xecut the cus-

with ed b
respect to the arranornﬁ a lender %OIP X bank  tomer In connection he orrgrnalyextensron
subgectt Part 221 of this haﬂter hReRulatron Ug of credit and accepted |n %ood faith an signed
to éxtend or maintain credit on margif securities by the transteror | con or with the_ reqUire-

Combined purchase of mutual funds and (Pt with each SUCh transferee aCCOUFIt And p
insurance.. (1), AN extension of purpose credit  vided further, That any transfer Urstant 1o this
provided for in a Plan program, or mvestmené aragraph IS made as 3 bong fide incident to a
contract that 5 re% tered with the Securities an ransaction not undertaken for the Purpose 0
cangg ommrs lon under the Securities Act of  avoiding the requirements of this part, the amount
and provides for the ac-  of the Credit in connection with the transfer Is
qursrtron both of a Security |ssued by an invest-  not increased, and the collateral for the trans-
ment company described n § 207.2(A)(5) and of  ferred crect is not changed and, after such
an insurance policy or contract shall be subject to transfer, a lender may permit such’ withgrawals
all the provisions of this loart except that, where  andl substitutions, of collateral as are permitted in
the credrt Is secured by t securrty and does not  respect to a credit it extends subject to this part

or 1%xempted securities. ents of §207.1(e) of this rt IS obtained an
e

[SECTION 207.5—SUPPLEMENT, containing maximum loan values, retention requirement, and requirements for
inclusion on list of OTC margin stock, is printed separately.]
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F. R. Form G-3
Rev. 6-69

SPECIMEN ONLY

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

R B R A R LR

A FALSE OR DISHONEST STATEMENT ON THIS FORM
MAY BE PUNISHABLE BY FINE OR IMPRISONMENT
(U.S. CODE, TITLE 15, SECTION 78ff AND TITLE 18, SECTION 1001)

Instructions:

(1) Please print or type (if space is inedequiate attach separate sheet).

(@ The term “margin security” is cefired in § 207.2(d) of Regulation G See also § 207.2(e).

3) Part1 (3) ad (4) ned be filled in only if the purpose of the aredit described in Part 1 (1) is other than to purdiese
or carry margin securities.

(4) In Part 1l “source of valuation” need ke filled in only if such source is ather then regularly published informration
in joural of gereral circuation

(5) Part 11 need not be conpleted in the case of a credit of $6,000 or less which is not for the purpose of purchesing or
carrying meargin seaurities. However, in such cases, Part | must be conpleted as if Part 11 were conpleted

parT 1 (t0 be completed by customer (s))
(1) The purpose of this credit in the amount of § ~ secured in whole or in part by
the margin securities listed in Part 11 (A) and (B) is (describe in detail)

(2) (Name of person extending credif) ’ has OUtStanding’ or as
agreed to extend, to the undersigned, the following eredits in additon to the credit described on this form

(itemize and describe briefly, including amounts and collateral if any). If none, so state

(3) Is any of the collateral listed in Part 1l (A) or (B) to be delivered, or has any such collateral
been delivered, from a bank, broker, dealer, or person other than the undersigned? Yes1 Nol
If yes, from whom? Against payment? Yes?  Nol

(4) Has any of the collateral listed in Part I (A) or (B) been owned less than six months?
YesU Nol If yes, identify all such collateral SO OWNED. ..oocovvvvvvsvvmsvvnssvssssmssssssssssssssssssssnns

The undersigned has (have) read this form and hereby certifies and affirms that to the best of my (our)
knowledge and belief the information contained therein is true, accurate, and complete.

SIGNED SIGNED
(Manual signature) (Date) (Manual signature) (Date)

(Print or type name) (Print or type name)

19

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



parT 11 (t0 be completed by person extending credit)

(ﬁ) IIate al consisting of margin securities, ogher }han debtlgg curjties coevertlble into margin securi-
ties. The loan vaueo such securfties unckr the currerit Supplement to Regulation per cent,

Market price Source of Total market

price per
per share valuation IS

No. of shares ltemize separately by issue

B Collateral consisting. of debt securities convertible into margin securities. The loan value of such
securg l)es under tlhe current upﬂlement {0 ?Igeguﬁatlon ?3 g er cent.

Total market

Par valug Itemize separately by issue Market price \S/gﬂjgﬁo%f price per
issue
(C) Other collateral.
Describe briefly (itemize where 10 per cent or more) "{',g{b‘gt 3gmgﬁo%f %%%d vf§|'l}2

The undersigned, a person subject to registration ungder Regulation G, is aware that this credit secured
by margin securities may be subject to Regulation has read this form, has accepted the customer’s

statement on Part | in good faith as defined below*, and hereby certifies and affirms that to the
best of his knowledge and belief all the information contained therein is true, accurate, and complete.
Date SIGNED

(Manual signature)
(Print or type name and title)

* Regulation G requires thet the custorer’s staterrent on this form ke acospted by the person extending the crediit in
good faith. Good faith requires that such person (1) must be alert to the circurstances surrounding the credit, and (2) if he
hes any informretion which would cause a prudent man not t© acoept the staterrent without inguiry, hes investigated and is
satisfied thet the statenrent is truthful. Among the facts which would require such investigation are receipt of the statenent
through the neil or from a third party.

A PR e VRS A YR eI 0 s cREBlT "R AT
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REGULATION T

(12 CFR 220)

As amended effective June 1, 1977

CREDIT BY BROKERS AND DEALERS *1

SECTION 220.1—SCOPE OF PART and (2) includes, but is not limited to (i (2 in case

This part s issued by the Board of Governors of e creditor is a firm, any partner In the firm who
the Feeral Resere S{stem (ereinafter calle the 10U ¥ gonglrdt%g?d éalngusltlon;%r of the firm If e
"Board”) pursuant to the Securities Exchange Act ' cregltor o ae)s an)é JWhICh on
of 435 {called t A\t I s part) partiularly egngicereg 2 CUSer o the credio 1 te crea
sections 1 and 8(e) thereo % tor veere not a participant

18h(a), as amendec), and applies to every broker The ferm -registered security” MEANS any

or dealer, including’ every member of a national
security which (1) is registered on a national secu-
s oy LR
| uri-
SECTION 220.2—DEFINITIONS tlegs exc%an e 15 deemed, Under the provmons of
For the Ipur ose of this part, unless the context  section 12() of the Act (15 US.C. 78,
oth en/vlse eq res registered on a national Securities exch nge or
eterms herein htave the meanings Uglven 3 Is exempted by the Securities and. Exthange
them In section 3(a) of the Act (15 mmission from the ogeratlon of STC'[IOH 7&)(
18 of the Act (15 US.C. 78g(c)(2)) only to th

o(a)).

(0) The term -creaitor- Means any broker or  tent necessary to render fawtul any direct or in-
dealer including every member of a national secu-  dlirect extension or maintenance, of credit on such
rities exchange. security or any direct or |nd|rect arrangement

(c) The term «customer= (1) Includes any  therefor which would not have, been unlawful if
Person or any group of persons acting jointly, (i BS such security ad een a secuntg (other than an

0 or for whom-a creditor Is extending, arranging,  exempted securlty registered on & national securi-
or maintaining any credit or (i) Who, In” ac- ties exchange,
cordance with the”orclinary Usage of the trace, (6 (1 The term “otc margin stock> 1 Means
would be considered a customer”of the creditor,  stock not traded on a national securities exchan

which the Board of Governors of the Federal

* This text corresponds to the Code of Federal Regula-
tions, Title 12, Chapter Il, Part 220, cited as 12 CFR 220. 1 “OTC stock” hereinafter refers to stock traded “over
The words “this part,” as used herein, means Regulation T. the counter.”

2
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REGULATION T

Serye S¥stem has determined to have the degree of
natrona |nvestor |nterest the depth and breadth
of market, the availability of information respect-
ing the stock and its jssuer, and the character and
permanence of the issuer to Warrant suh{ectrng
such stock to the requirements of this pa

(). The Board will from time to time ublrsh a
list of OTC margin stock as to which. the Board
has madle the determinations described in subpara-
graph (1) of this paragraph (). Except as pro-
vided in subﬁarag aph {4) of this paragraph (e 8%
such stocks shall meet the requirements of
(h) (the Supplement to Regulation T).

(3) The Board shall from time to time remove
from the list described in subparagraph (2) of
this parargraph (g) stocks that cease to:

(1) Exist or of which the issuer ceases to exit,
or

(i) Meet substantrally the provisions of Sub-

araﬂrag I)o this paragraph (e) and of §220.8
upplement to Regrld ation

4) The foregoing nofwithstanding, the Board
may  omit or remove any stock that is_ not
traded on a national securrtres exchange_ from
or add any such stock to such list of OTC mar-
grn stocks, If in the udgment of the Board,

uch action s necessarJy r appropriate i the
public interest.

b) It shall be unlawful for any creditor to
make, or cause to be made, any representation to
the effect that the inclusion of a security on stich
list of OTC margrn stocks IS evidence that the
Board or the Secu |t|esan Exchange Commission

as in any Way Baf]se Bon the merits of, or given
pproval” to, “slich seclirity or any  transaction
therern Any statement |n an advertrsement or
other similar_communication. containing a refer-
ence to the Board in connection with stich stocks
or such list shall constitute such an unlawful
representation.
means any

The term “margin_ securi
( ofc margrnystock

regerered security or
(g) The term “exempted _security” h

meaning grven It in section 3(a2 of the Act 815
US.C. “78c(a)(12)), . except that the term does
not Include " SecUrjty which is exempted by the
Securities and Exchange Commission from the
geratron of section 7(C (22 of the Act 315 USC.
3 to the extent described in para-

gra h 3) of this section.
erm non-equity security” means any
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Security other than an equity Security2 or an
exempted security.

SECTION 220.3—GENERAL ACCOUNTS

ga) Contents of general  account, A” flnanCIa|
relations between a creditor and a customer,
whether recorded in one record or in more than
one record, shall be included In and be deemed
0 be part of the customers general account with
the creditor, except that the, relations which
§ 220.4 permits to be |ncluded in any special ac-
count provided for by that section may be in-
cluded in the appropriate special account, and all
transactions, in’ commodities, and, except to the
extent Provrded in paragraph (0)(2) of' this sec-
tion, all transactions In.non-equity securities, ex-
empted securrtres and in other securities havrng
no' loan value In a eneral account under th
grovrsrons of 8ara(f Ct) of thrs section and
the ement to Requlation T) t
cept | unrssued secuntres short sales and seclrities
positions t0 offset short sales other than those
permrtted In 3 , Purchases to cover
short sales and contracts mvolvrnP an endorse-
ment or rﬂu rantee of any put, call, or other op
tion), shal erncu ed | eazoooropnate special
account rovided for 8/ 4. During any
period wnen_ such § 220.8 specrfres that margrn
e ui secuntres shall have no lo rl v&t ein a
ea account or special convertible debt secu-
ccount smet mes _ referred o herein as
s ec| onve Ile security account’ sobject to
P any transaction consisting of a pur-
c ase of a security other than a purchase 0f a
secorrty to reduce”or close out a short osrtron
hall be effected In the sgecral cash account pro-
vided for by 8 220.4(c) or In some other appro-
priate special account ?rowded by § 2204
general rute. (1) (I) A creditor shall not
effect for or with any customer. in a general ac
count, special bongd account subject to™§ 22
or special convertible debt secori account
transaction which, In_ combination With the ote
transactions effected in such account on the same
day, creates an excess of the adjusted debit bal-
ance of such account over the”maximum loan
value of the securities in such account, or In-
Creases anK such. excess, unless In- connection
therewrth f ecredrtor obtarns & promptly as pos-
?tfle and In ana/ nt hefore the expiration of 5
| business days foIIowrng the cate of such

2As defined in 15 U.S.C. 78c(a)(11).
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transaction, the deposit into such account of cash
or securities in such amount that the. cash depos-
Ited Plus the loan value of the securities deposited
equals or exceeds the excess so created or the in-
cre(age S0 caused.

i
account or specrarI convertrbe B0t security “ac-
count, computed using the marz%rn re%urr ment
for short Sles soecieg i §2 of the
Supplement to fgulatlon excee s he maxi-
mum loan value of the securities In such account
specrfred in § 220, 8(%)(1) the account s subject

0 § 220. 8(g tsome imes referred o herein as
account subject to section 8g "), If an account
IS subject t0°§ 220.8(q) as of the close of busi-
ness on_the preceding busrness day, it shall be
subject in addition to”all other requirements ap-
Ply ng to the account, to the requirement that
he creditor shall not effect any transaction |n the
account which creates an excéss of the adjusted
debit balance of such account, comPuted usrng
the margrn requirements for short sales specifie

8(d), over the maximum_loan value of
the secuntr S'in such account specified in § 220.8
(@) and (), or Increases any such excess, unless
n connectron therewrth the’ crediitor obtains, as
promptly as possible and in any event hefore the
expiration of 5 full business days following the
date of such transaction, the deposit into such ac-
count of cash_or securities in Such amount that
the cash deposited plus the loan value of the secu-
rities qeposited equals or exceeds the excess so
created or t e |ncr ase S cuse The required
eposrt may be. reauiced z e amount o cash
or secuntres |ch otherwi ec be withdra
pursuant to } provrsrons of subparagrap “(23

t this 9@% n connectron with any other
transact ons In the account on the same day.

)
no withdrawal of cash or exempted or margin
securities shall be permissible if the adjusted cebit
balance of the account (whether the ‘General ac-
count, the special bond account, or the special
convertible securty account) would exceed the
maximum_loan value of the securities in such
account after such withdrawal. The exceptions_ are
available on 3/ In the event no cash or. securities
need o be deposited_ in such account in connec-
tion with a transaction on a Prevrous day and
none would need to be depos [ed thereafter In
connection wrt any withdrawal of cash or se-
curities on the current day. The permissible ex-
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ceptions are (i regrstered non- e% ity securities or
exempted securities held in the genefal account on
March 11, 1968, and continuqusly thereafter ma¥
be withrawn upon the deposit in the account g
cash, (or margin'equity seclrities counted at their
maximum lodn valug) at least e(ﬂual to the “reten-
tion requirement” of 'such withdrawn securities, or
(ir) except as proviced in (i) of this subParagraph,
securities having loan value in the general account
the spectal honaf account, or the special convertible
security account may be withdrawn upon the de-
Fosrt In such accourit of cash or securities having
oan value in such account counted at the. maxI-
mum loan valug at least equal to the “retention re-
qurrement of those securities, or (i) cash may be
Wrt rawn upon the deposit n the general account.
the special bond account, or the special convertible
secu acoount of securities havrntq a maximym
loan va Ue in such account at least equal to the
amount of cash withdrawn, or (1v). upon the sale
(other than the short sale) of margin securities or
securities having loan value in the general account,
special bond actount, or special convertible secur-
ity account there may be withdrawn in cash an
amount edual o the difference between the current
market value of the securities sold and the “reten-
tion requirement”™ of such securities, or (v) upon
the sale’ (other than the short saIe[) of a registered
non-equity. security or an exempted security that
was held” in the General account on March 11,
1968, and contindously thereafter there may be
with drawn n caﬁh an amount equal to the drff r
ence _hetween the current market value of
securities sold and the “ref tron re urrement of
those securities asprescripe
Nl 3blement t0 Regulation
g Rules for computing the maximum Ioan
of the Securities In a general account special
bond acoount, or special convertible sectr c]
count and the adjusted cebit balance of suc
account are proviced in para raghs (c) and (d) of
this section, ‘and certain moaifications of an ex
ceptions fo the general rule stated in this p ara%raﬁ
are rovrdgd In the subsequent paragraphs of this
section an
C) Maximum_ loan value and current market
vatue. (1) The maximum loan, value of the securi-
ties in & general account, special bond account, or
Recral convertible secunty acoount s éhe sum of
the maximum loan values of the indiviqual securi-
ties N such account, mcludrng Securities (otner
than unissued securities) hought for stch account
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but not yet debited thereto, but excluding securities
sold for"stch account whether or not payment has
been credited thereto,

Except as otherwise provided in this para-

raph, the maximum Joan value of a security in a
general account, special bond account, or special
onvertible security account shall be such maxi-
mum loan valug as the Board shaII prescribe from
trme to time in §2208 (the Sup pement to Re ua
tion T). No collateral other nan an exenipted
Security or a registered non-equi secun held.in
such account on March 11, 1968, and. contin-
vously thereafter, or margin equity’ secunty shall
have any loan value in & general ‘account except
that a margin e urty security eligible for a special
convertrble secu account ursuant to §2204()
shall ave loan value In a general account only 1
held in the account on March 11, 1968, and con-
tinuously thereafter.

3) A warrant or certificate which. evidences
only"a right to subscribe to or otherwise acquire
any security and which expires within 90 days of
Isstiance shall_ have no loan value in a qeneral
account, special bond account, or special con
vertrble security. account; but, if the account con-
tains the secunt%( t0 the holder of whrch such
warrant or certificate has been issued and stich
warrant or certificate s held |n an alp propriate
account maintained by the credjtor o the cus-
tomert e current market value of such security (if

such securrg IS a mar In security) shall. for”the
purpose of al culatrng | s maximumm loan value,
Increased by the current market value of such

warrant or certrfrcate

# a For the current market value of a security
throlighout the day of Its purchase or sale, the
cregiitor shall use 1t total cost or the net proceeds
of 1ts sale, & the case may be, and at any other
time shaII use the closing s Ie price of the ecurr
on the precedrng husingss d ag & shown g
reqularly published reporting or quotatron SArv
In"the absence of any suchclosing sale price t :
creditor may Use anK reasonable ‘estimate of the
market value of such security as of the close of
business n such preceding business day.

(d) usted debit balance. FOI’ the UI’pOSe Of
this art the adjusted debit balance of a qeneral
account, sBecra bond account, or special con-
vertrble debt security account shall

y tak md
account

be calculated
the sum of the following, jtems:
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(2) the total_cost of anY Securities (other than
unrssued currtres bough for such account but
not yet erte heteto;

The current market value of any securities
(other than unrssued securrtres) sold short in the
eneral account plus, for each security (other

an an exem ted_security such amount as the
Board shall presecribe from ime to time_in § 220.8
o) (the Supplement to Regulation T) as the
margin required for such short sales, except that
such” amount, so prescribed i such § 220.8(d)
need not be included when there are held in the
general account or special convertible dept secu-
Mty account the same Securities or securities ex-
changeable or.convertible within 90 calendar days
without . restriction other than the payment of
mangy, into such securities sold short:

4)f the amount of margin specified by paragraph
(h) of this section for every net commitrnent in such
Fccount I unissued secuntres Blus all unrealjzed
03565 on each commitment_in Unissued securities
and minus all unrealized %arns (not exceeding the

|red margin) on each Commitment In unissued
mnmm ¢ of "y

aount of margin & provided for in

Ea aq (2 of this sect?on ang %2208 %h
pp ement o Regulation T) for each transaction
|nvo ving the issuance, endorsement or quarantee

&agy ut, calhor ?om bination ther ee]
an Ucting there from the sum of the following

E

the net credit balance, if any, of such ac-
Sothgr than_un

tﬁe net proceeds of sale of any securities
ssued secuntres? sold for such ac-

ount but for which paymen

credlited thereto.

has not yet been
In case such account is the account of a partner of
the. creditor or_the account of @ joint. venture n
which the creditor participates, the adJusted debit
balance shall ecomppted accordrng to'the f reo
mgi rule and tde(gsrpp ementary rules prescribe

L|qU|dat|on in lieu of deposit.3 In an case
in.which the deposit required by paragraph b of
this section, or any portion theréof, is ot obtained

3 This requirement relates to the action to be taken

when a customer fails to make the deposit required by
§220.3(b), and it is not intended to countenance on the
part of customers the practice commonly known as “free-
riding,” to prevent which the principal national securities
exchanges have adopted certain rules. See the rules of
such exchanges and § 220.7(e).



§ 220.3

by the creditor within the 5-a Lpenod sspecrfred
terem mardm non-exempted Securities shall be
(or, to the extent that. therg are msuffrcrent
mar%m non- exempted securities in the general ac-
courit, special bond account, or special Convertible
Security account other liquidating transactions shall
e effected In such account), prior to the expiration
of such 5-day period, In stich amount that the re-
sulting decrease in the adjusted debit balance of
such account exceeds, by“an amount at least as
great as such required d eposrt or the undeposrted
portion thereof, the “retention requirement” of any
margin or exempted securities soldl: Provided, That
a creditor is not_ required to sell securities or to
effect other liquidating transactions specified by
this paragraph in an amount greater than necessa
to eliminate the excess of the adjusted debit bal-
ance of such account over the maximum loan value
of the securities remaining in such account after
such liquication.
f Extensions, of time. |n exce%tlonéﬂ CaSGS the
ay period specified In paragrap Jo this sec-
tion “may, on application of the creqitor, be ex-
tended! for one or more limited perods commensu-
rate with the circumstances (15) by any regularly
constituted committee of a national securities ex-
change having lj)urrsdrctron over the business con-
duct of its members, of which exchange the creditor
IS a member or through which his transactions are
effected, or (2) in InStances where the procedure
descnbed above s not readily available or appro-
p late, by a commrtte of a hational securities as-
ocratron Provided, That SuC commrttee IS satls-
fied that the creditor i actrn? %ood faith In
makmd the application and that the Circumstances
are In Tact exceptional and warrant such action.
Transactions on iven day. (1) For the
ur ose of ara raph @ Lof IS section, ex-
m te e of an colint subject o section
Uestion o w nether or Mot an excess
he ad u ted debit balance of a general account
s ecial on account, or special Convertible debt
securrty account_over the maximum loan value
of the securities in such account s created or In-
creased on a given day shall be determined on the
basrs of all the transactrons In the account on such
ay exclusive of any deposit of cash, deposit of
se urities, covering fransactions, or other liquida-
tion that has been effected on such A\ pursuan%
to the requirements of paragrap jor g 0
this section, In connection wit atran action on a
previous day.
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2) |n the case of an acco nt subject Jo (fectron
8(0), the computation for the required deposit
under paragraph (b)(I)(ii) of this section In
connection With transactions on a given day may
he made at the close of trading on such da
shall e made exclusive of any deposit ofcash,
dleposit of securities, coverin transactrons or other
liquidiation that has been effected on such da%
pursyant to the requirements of paraﬁraph (o)
or (g) of this section, in connection with a trans-
action on a previous day

3) In any case in Which an excess so created,
or increase So caused, bg transactions on a grven
day does nat exceed $100. the creditor needl not
btain the deposit specified therefor in paragraph
(b)(1) of this Section.

4] Any transaction which serves to meet the
requireménts of paragraph () of this section or
otherwise serves ‘o germrt any offsetting trans-
action in an account shall, to that extent’ be un-
avarIathe to permit any other transaction in such
accoun

() For the purposes of this part (Regulation
T), if a secunty has maxrmum [oan value under
paragraph & of this section In a qeneral
accqunt, or ander: § 2204()) in a special con-
vertible debt secunty account, a sale of the same
security (even th ng not the s(ame certrfrcate
In such account S deemed to be a lon
sale and shaII not be deemed to be or treate
as a short sale. N T t

Unjssued securitjes. e am unt 1o
mchhded In the %d usted debh) balance o a genertzi)r?
account, special bond account, or special convertin
security account as the margin r durred for a net
long commitment In unrsP]ue securities shall be tne
curent market value of the net amount of unissued
securities long minus the maximum loan valug
which such ng amount of securities would have if
they were issued margin securities held in such
account: and the amount to be so Included as the
margin ‘required for a net short commitment in
unissued securities shall be the amount which would
be required as margin for the net amount of un-
Issued securities shoit If such securities were issued
securities and were sold short In such account:
Provided, That no amount need be Included as
margin for a net short commitment in unissued
securities when there are held in such account
securities in respect of which the unissued secur-
Ities are to be_issued, nor for any net position in
unissued Securities that are exempted securities.
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2
of(a% unissued security for a customer, receives an
Issued security which 1s not a margin or exempted
security, the Creditor shall treat &S the marﬁln re-
quired for such purchase, any payment by the cus-
tomer for such_ issued security as a transaction
(other than a withdrawal) which increases the ad-
{)usted debit balance of a general account, special

ond account, or special Convertible security ac-
count by the amount of the (Pa(\jyment minys the
amount “required to be included in the adjusted
debit balance of such account, at the time of and in
connetc)glon with the purchase of the unissued
secyriy.

() " options. (1) The amount to be included
the ‘adjusted debit balance of an account as the
margin required for each transaction involving the
Issudnce, endorsement or quarantee of an?/ ut
or call shall be, such amount as the Board shall p‘?e-
scribe from time to time in section 220.8 (the
Supplement to Regulation T) as. the margin re-
quired. for the writing of options, increased by any
unrealized loss on “each such commitment, or
reduced by any excess of the exercise price over
the current market value of the underlym% Secu-
rity In the case of a call or any excess of the cur-
rent market valye of the underlymfg Security over
the eﬁermse pnﬁe in the casg a put.” Such
sum, however, shall not exceed the current mar-
ket value of the underlying security in the case of
a call, or the exercise erce In case_of a put, nor
be less than $250 In tne case of either a call or
a put. Such sum need not be included In the
adjusted debit balance when there Is held In the
act un%any of the _foIIowmg:_ ,

1) The Underlying security in the case of a
call or a short position in thé underlying security
inthe case of aput; .

(1) Securities |mmed|atel¥ convertible into or

exchangeable for the underlying security without
restriction or the pa¥ment of money Iri the case
of a call, provided that the right 0 convert or
e_xchan?e does not expire on or before the expira-
tion date of the option; , ,
_ Iglml) An agreement under which a bank, which
Is Nolding the underlying securities or the required
cash, 15 onligated to celiver, in the case of a call, or
accept, in the case of a put, the ungerlying secur-
Ities against payment of the exercise price upon
exercise of the option;

(Iv) A long position in a call on the same num-
ber of sharés of the same underlying security
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_Whenever a creditor, pursuant to a purchase which does not expire before the expiration date

of the call issued, endorsed or guaranteed, pro-
vided that there is also added 1o the acjusted
debit_balance the amount, if an¥, by which the
exercise price of such Ion([; position “exceeds the
exercise price of the call’ Issued, endorsed or
quaranteed;

(v) A long position in a put on the same num-
ber ‘of shares of the same underlying security
which does not expire before the expiration date
of the put issued, endorsed or Huara_nteed (Pro-
vided that there 1S also added to the adjusted depit
balance the amount, if any, by which the exercise
price of the put jssued, endorsed or quaranteed
g>r<ceeds the exercise price of such long position;

(vi) A warrant to purchase the underlying

security, in the case of a call, which dloes not expiré
on or efore the expiration date of the call, pro-
vided that there is also added to the adjusted
debit_balance the amount, if any, by which the
exercise price of the warrant exceeds the exercise
price of the call, Issued, endorsed or guaranteed
A warrant used in lieu of the required mar?m
unger this provision shall have no loan value
inthe account. _
_ (2) When a security held in the account serves
in lieu of the margin Jeg%ured for a cgll, su&h
security shall be valuea at no greater than the
exerus\(mnce of the call. - .

3(2 _ ?_n a sport position held in the account
Servés In lieu of the’ margin re%mre for a put,
the amount prescribed by para%r dph (dﬁg) of this
section & the amount to”be added to t adgvsted
debit balance In respect of short sales shall be
Increased by any unrealized loss on the position.

(4) When both a put and a call are issued, en-
dorsed or %uaranteed ina ?eneral account on the
same_number of shares of the same underlying
security, the amount of margin required shall be
the margin on either the put or the call, whichever
IS tgreater, plus any unrealized loss on the other
option. L :

(511 Any security position held in the account
which serves in ligu of the marqm required for a
put or a call shall be unavailable to support any
other option transaction in the account.

_(6) The customer may either designate at the
time the OPUOH order is entered which security
position held in the account is to serve in lieu of
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the margrn gtiurred or have a tandlnqoggreement
with. the’ creditor as to_the method to e Used for
making the determination_on any %rven day & to
which “security position will be used n lieu"of the
margin to support an option transaction.

SECTION 220.4—SPECIAL ACCOUNTS

() General rute. (1) Pursuant to this section, a
creditor may establish for any customer one or
more sEecraI accounts,

ach such S|oecral account shall be recorded
sep arate and shall be confined to the transactions
and reIa ons specifically authonzed for such ac-
count by the appropriaté ,oaragrap of this section
and 1o transactrons and relations incidental to those
specifically authorized. An adequate record shall
be maintained showing for each’such account the
full details of all tranSactions in the account.

(3) A special account established pursuant to
this ‘section shall, not be used in any way for the
purpose of evading or circumventing any of the
provisions of this part. If a customer haS with a
creditor both a general account and one or more
such special accounts, the creditor shall treat each
such special account s If the customer had with
the creditor no general account, special bond ac-
count; subject to°§ 220. 4h or %pecral convertible

account subject t0 §22

Securi
t‘Fhe only other conditions to whrch transac-
trons in such special accounts shall be subject
gr the J%rovrsrons of this gart shall. be such
con |t|ons are specified |nt agprrzr%nate ara
%o of trs section and In §
[,0r 208 except Insofar & § 2203’ appIres
to 88 220.4(), and ()
Specnal omnibus account. In a SpeCIal Omnl
bus account, a member of a national Securities ex e
chanﬁe may effect and finance transactions for
anotfler member of a national securities exchange
or a broker or dealer registered with the Securities
and Exchange Commission under section 15 of the
Curities Exchange Act of 1934 (15 U.S.C. 780)
rom whom the member receives (L) written notice,
ursuant £o a rule of the Securities and Exchange
ommission concerning the hypothecation of cus-
tomers’” securities b}g brokers or dealers (Rule 8¢-1

517 CFR 2 e 15¢2-| (17 CFR
40. 15c2| to the eﬁ%ct that

all securities car-
ried in the account will be carried for the account

of the customers of the broker or dealer and (2)
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written nofice that any short sales effected in the
account will be short 'sales made in behalf of the
customers of the broker or dealer other than his
partners. No substitutions of collateral securrng
credit extended t0 a broker or dealer not describe

in the prece m& sentence shaII be_permitted after
QOctober 6 and no such credit shall be main-

taned after July

C Special cash account. (12 In a SpeC|al CaSh
account, a creditor ma¥ effect for or with any cus-
fomer bona fide cash transactions In Securities In
which the creditor may:

(1) Purchase any security for, or sell any security
to, any customer, provided funds sufficient for the
purpose are already held in the account or the pur-
chase or saIe 1S m reliance upon an agreement ac-
cepted Bft e Cre |tor n good faith that the cus-
tomer will promptly make full cash payment for
the security and that the customer does not con-
template seIIrng the security prior to making suich
payme

Ihr SeII any secunty for, or purchase any se-

urity from, any customer, providec the securityis
heId In the account or the credrtor 15 informed that
the customer or his principal owns the security and
the purchase or sale is in reliance upon an agree-
ment accepted by the creditor in good faiththat
gh:gos%cun Is t0 be promptly déposited in the
unt

%g In case a customer purchases a secunt){
ot r than tan exempted ste urity) |n the specr

ccoynt and does. not make full c
ment ?or tlhe Securi wrthrn [ days a era‘he dat/e
onwrc the security is I so purc ased, tecrer
tor sha except & rovrded in su araarap
M araﬁ rpromt ancél or othér-

s |i urda the "transaction "or the unsettled
porgion. thereof,

(3 5 If the security when so purchased is an un-
Issued security, the”period ap licable fo the trans-
actron under U ara raph of thrs arag raph

?/ erte ateon ich the security
|s made avara le by the issuer for delivery to pur-
chasers. If the secUrity when so purchased s a
When distributed” security which Is to be dis-
tnbuted n accordance with a published plan, the
period a licable to the tranSaction under sub
para rap drzg of this paragraph shall he 7
after” the date on whrch fl e Security |s so drs
tributed. If the security when so urc ased is a
new security Issued or to be issued Tor the purpose
of refunding outstanding securities whrch ma ure,
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or are to be payable upon presentation for redemp-
tion, within 3 days of the date on which the, new
securrty Is made available by the Issuer for delivery
to purchasers, the period ap |cabIe fo the trans
action unger subparagrap 2) of this paragraph

shall be 7 days_after stich maturr or payment
date Provided, That this sentence shaII apply only
to_the payment of that portion of the purchase
price that’ does not exceed 103 per cent of the
amount that will be payable to the purchaser of
the new security_upon Such maturity of, or pay-
ment for, securities owned by him gt the time of
the purchase.

&) If any shrpment of securities is incidental
t0 he constimmation of the transaction, the period
ap |cable to the transactron under subparagrap

of this paragraph shall be deemed to be ex
tended by th e number of days requrred for all such
shipments, but not more than 7 da

5 1f the cre |tor acting 1n good faith in ac-
cortiance with subparagrapht (L) of this paragraph,
purchases a security for. a customer, or sells a se-
curity to a customer, with the understanding that
he IS to deliver the Security promptly to thé cus-
tomer, and the full cash”payment to be mace
promptly by the customer is T be. made against
such gefivery, the creditor may at his option”tregt
the transactron as one to which the period appl}-
cable under subparagraph ( 2r)o this paragraph Is
not the 7 days herern pecified but days after
the ateo Such purchase or sale.
R priate commyttee of . national
Seclirjties excha e or a national securities assocra
% rhrs satri(led t%at the creditor 15 actin m g
art In making the application, that t ea% ctron
relates 0 a bona fide Cash transaction, and t at ex-
ceptional crrcumstances warrant such action, stch
commrttee on ap |cat|on of the creditor, (1) ma
extend any erro sec| ied in subparagrapts (2),
fS) é4 or (5) of this paragrap
Imited "perigds. comme surate vvrth the circum-
stances, or (1), in case a security purchased by the
customer in the special cash account 1s a mar?m or
exempted security, may authorize the transfer of
the transaction t0 a general account, special bond
account npecral convertible securrty account, or
special omnipus account, and the completion of
such transaction pursuant to the provisions of this
part reIatrn to such an account,
y perrods specrfred in th|s ara
re er t0 busingss days. The 3 g/
errod and the 90-clay period s ecrfred |n this par
graph refer to calendar days ut If the last day of

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

h for one or more

28

§ 220.4

any such, period is a Saturday, Sunday, or holiday
such period shall be_consicered to end on the next
full busrness day. For the purposes of this para-
grap acredrtor may, at his option, disregard any
sum e Lyt e customer not exceeding $100.
nless funds sufficient for the purpose are
aIready[/ in the account, no security other than an
exempted security shall be purchased for, or sold
0, any customer in a special cash account with
the creditor If any security other than an exempted
security has been purchased by such customer in
such an account, and then, for any reason what-
ever, without having been previously paid for in
full by the customer. the security has been sold
In the account or delivered out t0 any broker or
dealer uring the preceding 90 days:  Provided,
that an alp ropriate commitfee of a national secu-
rities exc nge or a national securities assogiation,
on ap |cat|on of the creditor, may authorize the
credrtr to d|sregard for the purposes of this
subparagraph any given instance of the type there-
in descr ed if the committee is satisfied that both
creditor and customer are acting in good faith and
that circumstances warrant stich “authorization.
For the purposes of this subparagraph, the can-
cellation ‘of & transaction, otherwise than to cor-
rect an eror, shall be deemed to constitute a sale,

tThe creditor maﬁ drsregard tfor tthe PUIPOSEs o{
Is subparagraph a sale withou men
rovrdjedp ?ﬁng Pﬁ the

Ba yment 1S recer e
eriod descried Dy” sub araﬁr
para aph and the customer Nas' not wrthdrawn
roceeds of sale on or before the cay on
which such X/m(ent gand also final payment of
any check received In that connection |s recerved
The creditor may so |sre9ard a delive
security to anather broker of dealer proviced such
delivery was for deposit into a special cash ac-
count which the latter broker or aIer maintains
for the same customer and In wh |c account there
are alread suffrcrent funds to pay for the security
S0 purch ed: and for the urgoeof determrnrn
in that connection the status of a customer’s ac
count at another: broker or cealer, a creditor may
rely upon @ written statement which he accepts
In“good faith from such other broker or cealer.
Special arbitrage account. In d SpECIa| al‘bl
tragé account, @ member of a national Securities
exchange may effect and finance for any customer
bona fide arbrtra . transactions in secuirities, For
g;,urpose of this paragraph, the term “arpi-
trag means (1) a purch e or sale of a security
In 0ne market' together with an offsetting sale or
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purchase of the same security in a different market
at as nearly the same time & practicable, for the
purpose of taking advantage of a difference in
prices in the two markets, or ([2)_ 8 purchase of a
Security which is, without restriction other than
the payment of money, exchan?eable or convert-
ible within 90 calendar days following the date of
Its purchase into a second security fogether with
an offsettlng sale at or about thé same time of
such second security for the purpose of taking
advantage of a disparity in the prices of the two
Securities, except that when the secur_l(tiy purchased
I solely a due hill for, or other evidence of the
right to receive, only the security that is sold, and
the security that s, Soldl Is trading as a when-isstied
security, such period shall be 180 calendar days,
Special commodity , account. |n a SpeC|a|
commodity account, acreditor may effect and'carry
for any clstomer transactions in commodities.
. Special miscellaneous account. |n a SpECIa|
miscellaneous account, a creditor may: _
(1) With the apProvaI .of any regularly consti-
futed committee Of a national Securities éxchange
having jurisdiction over the business conduct of |
members, extend and maintain credit to meet the
emergency. needs of any creditor; _
K) Extend and maintain credit,
for any partner. of a firm which is @ member of a
national securities exchan?e to enable such partner
to make a contribution 0 caPltaI to such firm, or
to Rur_chase stock in an affiliated corporation of
such firm, or (b) to or for any person who is or
WHI Recome the Bolder of stock o[ a corPoratlon
which 1S a memoer of a national Securities ex-
chewge to enaple such persoR to purchase stoc .ln
such corporation, ?r fo purchase stock In an aftill-
ated corporation of such corporation; provided the
lender as well s the borrower is a partner in slich
member firm or a stockholder In’ such member
corporation, or the lender is a firm or a stock-
holcler In stich member corporation, or the lender
IS g firm or corporation which Is a member of a
national securities exchange and the borrower is a
partner in such firm or™a stockholder in such
corporation;

Extend and maintain subordinated credit to

I
arrp]cétt%er creditor for capital purposes: Provided,
a
or (cz)_rporatlon which Is a member of a natignal
Securitles exchange, the other party to the credit is
an affiliated corporation of such member firm or
corporation, and, In addition to the fact that an
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aﬁgroh)rlate committee of the exchange is satisfied
that the credit Is not In contravention of any rule
of the exchange, the credit has the approval of
such.committeg, or ,
(b)  The lender as well as the borrower is a
meniber of such excha_n(l;e, the credit has the ap-
proval of an appropriaie committee of the ex-
change, and the committee, in addition to,beln?
satisfieql that the credit is.not in.contravention g
any rule of the exchange, is satisfied that the credit
Is outsicle the ordinary”course of the lender’s busi-
ness, and that, if the borrower's firm or corporation
or an affiliated corporation of such firm or corpora-
tion does any dealing in securities for its own
accoynt, the credit is"not for the purpose of in-
cregsing the amount of such dealing. =~
(i) For the purpose of subdivisions (i) and
(i) Of this subparagraph, the term “affiliated cor-
poration” means a corporation all the common
stock of which 1s owned directly or indirectly by
the member firm or general partriers and employees
of the firm or b¥ the member corporation or
holders of voting stock and employees of the cor-
poration and an”appropriate committee of the ex-
change has approved the member firm’s or member
corporation’s ‘affiliation with such affiliated cor-

(a) to orporation.

(3). Purchase an¥ security from any customer
who'js a member of a national securitiés exchange
or a broker or dealer registered with the Securities
and Exchange Commission under section 15 of the
Securities Exchange Act of 1934 (15 US.C. _7803,
or sell any security to such customer: Provided,
That the credifor actlneq_ln ood faith purchases or
sells the security for delive ,aﬂamst ull payment
of the purchase price, as promptly as practicable in
accordance with the ordinary usage of the track;
4) Effect and finance, for any member of a
national gecurltles exc_han%e who s r?]glster%d and
acts as odd-lot dealer In securities on the exchange,
such member’s transactions as.an odd-lot dealer’in
such securities, or effect and finance, for any joint
venture in which the creditor participates, " any
transactions, in any securities of an jsste with re-
spect to which all" participants, or all participants
other than the creditor, are registered and act on a
nationalsecurities exchange a odo-lot cealers:,
(5) Effect transactions for and finance any. joint
_ In which the creditor participates
and in which all participants are dealers (whether
such participants be acting jointly or seve algl), or
any member thereof or participant therein, for’ the
purpose of facilitating the underwriting or distri-
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buting of all or part of an issue_of securities (i) not
through the medium of a national securities ex-
change, or (ii) the distribution of which has been
approved by the appropriate committee of a na-
tional securities exchange;

Eftect for any customer the collection or
exchiange (other than by sale or purchase) of secu-
ritles deposited by the. customer specfically for
such jpurposes, and (subject to any other applicable
E)rovrsrons of law) received from or for any cus-
omer, and pay out or deliver to or for any cus-
{Oer, any money Or Securities;

(1) Effect and carry for any customer transac-
tiong in forejgn exchange; an

Extend™and mainitain credit to or for an){
cus omer without collateral or on any collateral

whatever. for any purpose 4 other than”purchasing
or carryrng or trad mE I Securties.

Specialist's account, { In a special ac-
count designated as aspecralrs 'S account, a credi-
tor ma)( effect and finance, for any member of a
national securities exchange, who IS registered and
acts as a specialist in seclirities on the exchange,
such member’s transactions, as a specialist in such
Securities, or effect and finance, for. any joint
venture I which the creditor participates, an%
transactions In any Securities of an Issue. wit
respect to which all rtJartrc Ipants or all partrcrpants
other than the creditor, are registered and act on
a natronaISseﬁuntres Iexchange astspﬁclrlalgts it

uch specialist’s account Shall be subjec
the game condrtrpons to which It wou?d e subJJect
|f it Were a general account except that It "the
Specia |sts exchange is a natjonal” securities ex-
c an e which red Ires and submits to the Board
overnors of the Fe deral Reserve System
reports sutable for supg grng cyrrent information
regardin secralrstsus f Credit pursuant to this
paragrap (g) the requirements of %
regarding joint ventures shall not apply to such
actounts and the maximum loan value of a regis-
tered security in such, account (except a secunty
that has beén identified as a Security held for
mvestment ursuant to a rule of the Commis-
sronero In ernal Revenug (Regs, section 1-1236-
1(d))) shall be as determrned y the creditor in
g0od faith.

Special subscriptions account. In d S eC|a|
subscnptlons account a creditor may effect and
finance’ the acquisition of a margin security for a

4See §220.7(c).

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

fo

30

§ 220.4

customer through the exerdse of a nght to acquire
such security whnich is evidenced by a warrant or
certificate |ssued fo stockholders™ and exi)lnng
within 90 cays of issuance, and such special sub
scriptions account shall be subject. to' the same
conditions to which it would be ‘subject if it were
a general account, except that:

I) 1) Each such acquisition shall be treated se?
rately in the account, and Fnor to initiating the
transaction the creditor shall obtain a deposit of
cash in the account such that the cash deposited
plus the maximum loan value of the securities so
acquired equals or exceeds the subscn‘otlon pnce
ging effect to a maximum loan value for the
Securities so acquired of 75 per cent of their cur-
rent market value as determined by any reasonable

(2) After October 20, 1967, at the time when
credit is extended pursuant to this paragraph, the
cregitor shall compute the amount’ by Which the
credit exceeds the maximum loan value of the col-
lateral as prescribed by § 220.8 (the Supplement
to Requlation T) and the customer shall reduce the
creditoy an amount edual f0 af Ieast one-fourth of
such sum by the end of each of the 4 succeeding 3
calendar-month periods or until the credit does not
exgeed the current maximum loan value of the col-
[ateral, whichever shall occur first, and, if the cred-
itor fails to Obtﬁln the required guarterl redyction
or a_portion thereof with respect to artrcular
acquisition within 5 full pusi ess das er suc
re uction IS due, the credltors a Bt ry I%nl
ate a_portion of the collateral 0 acq
arnpa%/ dprocee 5 of the saIe 0 reduce the credrt

unt equal to at least twice the required
ment or portion thereof for the first 2 such
urdatrons I least equal to the requrred payment
or ortion thereof for the third such Jigui atlon
and at least sufficient so that the remarnrn creqit
does not exceed the current maximum Ioan value
of the remaining coIIateraI after the fourth stch
Irqurdatron Provided, That no such liquidation
need e in an amount greater than is necessa 5
that the remainin cred does not exceed the niaxI-
mum loan value Of the remaining collateral deter-
mined as of the date the credit Was extended; an

3) The creditor shall not permit any wrth
drawal of cash or. securities from the account o
Ion% & the rem mrng credit exceeds the maximum
loan value of the rémaining collateral In the ac-
count , except that when the remaining credit ex-
tendedl in connection with a given acquisition of
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securjties in the account has become equal to or
less than the maximum loan value of such securi-
ties as prescribed in § 2208 (the Supplement to
Regulation T) (or in_connection with an acquisi-
tion after Octoper 20, 1967, the requirements, of
subparagraph (2) of this section have been ful-
filled), such securities shall be transferred to the
general account (or, 1f eligible, to a special con-
Vertible security account purstiant to § 2204()
together with afly remaining portion of such credit.
In"order to facilitate the exercise of a right | |n ac
cordance with the provisions of this paragrag
creditor may permit the right to, be transferred
froma eneral account to the special subscriptions
c %usnlt)a without regard to any other requirement
thi

(]) Special bond account. |n aS eC|a| bOﬂd ac-
count a creditor may effect and finance transac-
tions in exempted sécurities and regrstered non-
equity securities for any customer.5Call options
may be ISSUﬁd enotorsd ord quaranteed in this
account. on shares of any underlying equity secy-
rity which is held in ttYs accorYntgbecautsye It IS
an‘exempted security.

pecial convertible debt security account.

) )In a special convertible debt security account
a Creditor may extend credit on any margin secur-
t%consrstrn g°0f @ margin debt secarity (i) conver-
tible with o’ without consideration, présently or in
the future, into margin stock or (ii) carrying a
g\t/ggl;ant or right to subscribe to or purchase stch

2) A special convertible debt security account
shall) be subject to_tne same condrtrons to which 1t
wouId be subject if It were a ?enera account_ ex-

cept that the axrmum loan val %of %he Securities
In"the account shall be as prescribed from time_to
time in §220.8 (the Supplement to Regulation T).

(3). Any secun whrch ceases to be an equity
secunty Whl|e heldlin this account shaII continue to

be tredted as an eqnurtK Security as long as It Is
continuously held in this account.

I() In the event any convertible debt secunty
held'in this account is to be converted to a stock
such security shall upon conversion be transferreg
to the customer’s general account against a deposit
of cash or margin securities eligiblé for an exten-
sion of credit in this account™(counted at their

5For maximum loan value of such securities see § 220.8
(b), the Supplement to Regulation T.
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maximum loan valug) equal to at least the maxi-
mum loan value of the security so fransferred
Vén%ggust bre ard to the retention” requirement of

?]) In a specral convertible cebt security ac-
count the amount of margin equity securities into
which a margin debt secuirity held in the account
Is convertiblé may be sold ‘short without re%ard
to the margin required for short sales in § 220.8
() (Supplement to Regulation T), and such
short posrtron may. be carried in the specral con
vertible dept secung account in con formity with
the exce tion provided in § 220.3(d)(3).

ithout rer[]ard to the mar |n re ired for
the wntrnR% of options In section 220.8 1(Su ple
ment to Regulation T), call options may e issuied,
endorsed or guaranteed in this_accolnt_on'_the
number of shares of an underlying security into
which a mar In dept secun? héld in the account
IS converti e and put options may be Issued,
endorsed or uaranteed |n this account on the
number of shares of an underlying security sold
short In the account. Such option positions may be
carried in the account in- conformity with” the
requirements of section 220.3(d) and (i).

Special insurance premjum funding ac-

count. IN @ Special insurance premium funding ac-
count a creditor may arrange for the extension or
maintenance of credit, ot in excess of the lore
miums on the insurance policy (plus any applica-
ble mterest) on a security issued by an investment
comgan eqistere ur uant to séction 8 of the
Investment Company Act of 1940 (15 US.C.
80a- 8g that serves s collateral under a plan,
ﬁ]ogr m, or mvestmen contract, registered with

e "Securities and Exchange Commission under
the S untres Act of 1933 (15 USC. 772 that
provr es for the acquisition both of a security
Issued Dy such Investment company and of Insur-
ance: Proyided, hat such credit 'is extended or
marntarned by_a ender subject to Part 207 of
this Chapter ﬁRe ulation () or a bank subject to
Part 221 of this h apter (Regulation U). A cred-
Itor arrangrng cre |t n a specral Insurance pre-
mium funding account shall not extend, arrange,
or maintain Credit in the general account or any
other special account in §220.3 and this section
except for transactions involving the purchase of
shares, in the special cash account described in
paragraph (c) of this section, in investment com-
paniés which are so registered.
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SECTION 220.5—BORROWING BY
MEMBERS, BROKERS, AND DEALERS

(8) cenerar yute. It is unlawful for any creitor,
directly or inclirectly, to_borrow In the ordinary
course” of busingss as a broker or dealer on any
registered tsecurrty (other than an exempted secu-
rity) exce

) frorr)n or through a member bank of the
Federal Reserve System;

2) from any nonmember bank which shall have
filed” with the “Board_ an agreement which_is still
In_ force and which is in the form prescribed by

this

&35)ato the extent to which, under the provisions
of this part, loans are permitted between mempers
of a national securities exchange andlor brokers
andor dea ers, or loans are permitted to meet

emergency neecs.
Agreements of nonmember banks. An
%Sreement filed pursuant to section 8(a) of the Act
F a bank not a member of
the Federal Reserve tem shall be substantral}ty

In the form contarnec}, S|n Form FR. T-2

it has apmtétl‘hgle or agency In the United States
AT
terminate the agreement I It obtal writte
nation, and informaton regarding the” names of

nk has its principal place of business in a terri-
to or Insular possession of the United States, or
and Its placg of husrness outsicle tthe

? her
contained 1 Form F An nonmem er
bank which has executed any such a reeheent ma
consent. o the Board. Blank ormso such agree-
ments, information regar |n§ their filing or termr
nonmember banks for whicli stch”agreements are
in force, may be obtained from any Federal Re-
serve Bank.

C) Borrowing from other creditors. A Cred|t0r
may’ borrow from another creditor in the ordinary
course of business as a broker or dealer on any
registered security to the extent and subdect to the
terms upon which the latter may extend credit to
him In accordance with the provisions of this rPart

iaznd subject to any other applrcable provisions

SECTION 220.6—CERTAIN TECHNICAL
DETAILS

(8) Accounts of partners. IN Case @ gieneral
account, special bond account, or special con-

.org/
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vertible security account is the account of a
Partner of the creditor, the creditor, in calculating
he adjusted cebit balance of such account and the
maxrmum |oan value of the securities therein, shall
disregard the gartners financial relations with the
firm s reflected in his capital and ordinary draw-
Ing accounts,

Contribution to joint venture. In
general account, special bond_ account, or specral
convertible security account I the account of a
joint venture In which the creditor participates the
adjusted, debit balance of such account’ shall In
clude, in aadition to the items specified |n

220.3(d), any amount by which the creditor’s
contribution. to"the joint venture exceeds the con-
trrbutron whrch he would have made if he had con-
tributed mere¥ In proportion to his right to share
n he profits of the joint venture.

Guaranteed accounts. NO guarantee Of a
customers account shaII be given™any effect for
purposes of this part.

Transfer of accounts. (1) In the event Of
the transfer of a general account, special bond ac-
count, or special convertible security account from
one_creditor to another, such account may be
treated for the purposes of this part & if It had
been maintained by the transferee from the date of
ItS origin: Provided, That the transferee accepts in
ﬂood ith a sr%ned statemeétt of the transferor that

0 cash Or SECUrties nee eposited In suc
%ccortr)nt in ﬁzorttnectron with any transactron that
as, been effected in such. accolnt o, In case he
finds that |t IS not ractrca%(ie to ohtarn such a
statement from the trans eror, accepts in good
faith such a srgned statement from the customer,
In the event of the transfer of a %enera
accolnt, special bond account, or special Con
vertible security account, from’ one customer to
another, or to others, & a bona fide incident to a
transaction that Is not_ undertaken for the purpose
of avordrn? the requirements of this part, each
such, transteree account ma)( be treated b)( the
creditor for the purposes of this part as If it had
been maintained for the_transferee from the cate
of its origin: Provided, That the creditor accepts
in good faith and keeps with such transferee ac-
count a signed statement of the transferor describ-
n the circumstances giving rise to the transfer.

Reor anlzatrons A CredItOI‘ may WIthOU'[
re?ard {0 the othr rovrsrons of this part, effect
for a customer t eexc ange of an margrn or
exempted security in a gerieral account, Special



§ 220.6

bond account, or special convertible security ac-
count, for the purpose of participating n a Teor-
ganlzatlon or recapitalization, in which the security
IS mvoved Proyided, That if a non-margin nor-
exempte security 1S acquired. i exchan?e the
creditor shall not, for a period of 60 days fol owmﬂ
such acquisition, rm|t the withdrawal of suc
secunty or the proceeds of Its sale from stch ac-
count except to the extent that such security or
proceeds could be withdrawn If the security Were
a margin security.

Time of receipt of funds or securities. For
the purposes of this part, a_creditor may, at his
option F 1) treat the receipt in good faith of any
check or” draft drawn on a bank which in the
orginary course of husiness is payable on Rresen
tation, Or any orler on a savings bank wit
book attache which Is s a% c X r%cr%{ﬁt of

payment of the amount of s
or r: (. ?]treat the shlpment of SECUITHIES In good
faith wit ught draft attached as receipt of ga?/
ment of the amount of such sight araft; and (3) in
the case of the recejpt in good faith of wntten or
telegraphic notice in connection with a special
omnibus account of a customer not located in the
same City that g specified security or a check or
draft has been dispatched to the creditor, treat the
ﬁcelpt of s duch notice as receipt of such sec nlp{
check, or draft: Provided, however, T the
credlitor receives notice that such check draft
order or SI ht Idl described In subparagraphs
) 2), this paragraph is not paid on
aa/ fpres ttlon or If"such secur] cgtek
ft described In subp aragralp S of this
paragr h 15 not recelvedb the credit W|th|n a
reasonable time, the credltor shaI rom t}{ take
such actlon as he would haye bee |e

take Iy afpropnate rovisions of t|s
Htﬁzg ovisions "of " this paragraph had no been

(g) Interest, service charges, etc. (1) |ntereSt
on Credit maintained in a %eneral account, special
bond “account, or special Convertible security ac-
count, communicatjon char%es with respect to
transactions In such _account, shipping charges,
premlu] 5 on securities. borrowed in connection
with short sales or to effect delivery, dividends or
other dlstnbutlons due on borrowe securities, and
anﬁ/ service charges (other than commlssmns

cht ecredltor maly IMpOSe, ma debttedt
such account In accordance with the usual prac:
tice and without regard to the other provisions of
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this part, but such tems o debited shall be taken
Into ‘consideration In caIcuIatln% the net credit or
net debit balance, of such accoun
A creditor may permit interest d|V|dends
or other distributions received bg/ the creditor with
reslnect t0 Securities in, a general account, special
d account, or special Convertible securrty ac-
count,.to be withdrawn from such account only on
condition that the adjusted debit balance of Such
account does not exceed the maximum loan value
of the securities in such account after such with-
drawal, or on condjtion that (i) such withdrawel
is made within 35 days after the day on which, In
accordance with the creditor’s usual’practice, stch
interest, dividends, or other distributions are en-
tered In such account, (i) stch entry in the, ac-
count has not served in the meantime to permit in
the account any transactjon which could not other-
wise have heen effected In accordance with this
part, and (iii) any cash withdrawn dges not repre-
sent an¥ arrearade.on the security with respect to
which 1t was distributed, and thé current market
value of anY securities withdrawn does not exceed
10 per cent of the current market value of the
secunty with respect to which they were dis-
tributed. Failure by a creditor to obtain in a gen-
eral_account, special bond account, or special on-
vertible security account, any cash or securities
that are distribited with respect to any security in
such account shall, except to the extent that with-
drawal would be permltted under the recedlnﬁ

sentence, be deemed to be a transaction in suc
gccotgtt ‘which occu on the W%ag on which the
Istribution IS h  requires

2\ a
creditor to ob talﬁ ¥n accordance with §220 3r([t]JS a
cleposit of cash or securities having a maximum
loan value at least as great as that of the dis-
tribution.

Borrowing and lending securities. WthOUt
regard to the other provisions of this part, a creal-
to (1) may make a bona fide deposit of cash in
order 'to borrow Securities (whether margin or
non-margin). for: the purpose of making delivery of
such sectirities, in the case of short salés, failure to
recelve secuntles he is requned {0 deliver, or other
similar cases, and (h may lend securities for stch
pUrpose against such'a dposit,

l) credit for clearance of securities. The ex-
tension_or maintenance of any credit which s
maintained for only a fraction”of a da (that s
for only part of the time between the be mnmP of
business and midnight on the same day) shall” be
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disregarded for the purposes of this, part, if it is
incicéntal to the clearance of transactions in securi-
ties directly between members of a national securi-
ties exchange or through an agency organized or
employed By such members for the purpose of
effecting such clearance. _ _
Foreign currency. |f TOrIgN currency is
capable of being converted without restriction Into
United States currency, a creditor acting in good
faith may treat any such foreign curreicy in an
account s a credit fo the account in an amount
determined in accordance with customary practice.
(K 1o If any failure to comply
with' this part results from a mechanical mistake
made in good faith in executh a transaction,
recording, “determining, or calculating any lgan,
balance, market price or loan valye, o other simi-
lar mechanical mistake, the creditor shall not be
deemed guilty of a violation of this part if
Promptl after the_discovery of such mistake he
akes whatever action may "be practicable in the
circumstances to remedy such mistake.

(/) ,Credit related to portion of a security.
Credit for the purpose of purchasing or carrying
ang n#)art of an Investment” contract security (for
example, but not limited to, the cattle ownership
Portlon of a program to own and feed cattle, or
he condominium” ownership part of a program to

Innocent mistakes.

own and. rent a unit through a rental. pool or
otherwise) shall be Jeeme qo %e credltpon the
entire Security.

SECTION 220.7—MISCELLANEOUS
PROVISIONS
a)

ma&_ arrange for the extension Qr maintenance of
credit to or for any customer of such creditor by
ang/ erson uRon the same terms and conditions &
those upon which the crediitor, under the prquisions
of this part, may himself extend or maintain such
credit to such ctstomer, but inP( upon such terms
and conditions, except that this limitation shall not
apply to the arranging by a creditor; ,

1) for a bank Subject to Part 221 of this
Chapter (Regulation U) to extend or maintain
cFe It on margin securities or exempted securities,

%2} for any person to extend or maintain
credit Tor the purpose of Purchasm or ca_rrymP
a security (including sale of a security with instal-
ment payments or other credit featurés) in g trans-
action which 1s exempt from the registration re-
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quirements of the Securities Act of 1933 by virtue
of section 4(2) of that Act (15 US.C. 77d(2))
Provided, that: | L.

- (i) the credit to be extended or maintained
will not Violate the provisions of Parts 207 and
221 of this Chapter; and

(i) the credit will not be, used to purchase
or carry a security that is publicly-held. For the
purpos¢ of this par_a?raph, a. security shall be
deemed to be “publicty-held” if it Is {a) a secu-
rity of a class that is registered, or will be required
t0"be registered (tassumln%_ existing circumstances
requiring registration continue to”prevail) within

120 days after the last day of the fiscal "year of
the issuer, under Section 12 of the Act or would
be required to be registered except for the ex-
emptions provided by”paragraphs (2)(B) and (G)
of ‘subsection 12(g), “or (b)a Security of a class
any portion of which was reglstered under Section
5 of the Securities Act of 1933 FlS USC. TTe)
and in connection with which the issuer is re-
quired to file periodic reports under Section 15(d)
of tg)e Act. Excent 2 otherui

Maintenance of credit. CXCEQU aS OtNEIWISE
specifically forbidden by this part, IOany credit Ini-
tlalla/1 extended withoyt Violation of this part may
be maintained regaraless of (1) reductions in the
customer’s e%um(] resulting from changes in. mar-
ket prices, ge) fhe fact that an secun{y in ag
accolnt ceases to be margin or exempted, an

3) any change In the maximum loan values or
margin’. requirements EPrescn,bed by the Board
uncér this part. In maintaining any such credit,
the creditor may accept or rétain” for his qwn
protection additional collateral of any description,
Including non-margin securities.

i Statement of purpose of loan. Every eX'[en-
sion”of credit on a maer security (other ‘than an
exempted securlt%) shall be deemed'to be for the
purpose of purchasing or carrying or trading in
Securities, unless the creditor has aCcepted in good
faith_a written statement to the contrary in Con-
formity with the requirements of Form FR. T-4
executed by the customer and executed and ac-
cePted_ in gPod faith tl)y the creditor prior to such
extension. The creditor shall retain such statement
In hig records for at least 3 years after such credit
Is extinguished. To accept the customer’s statement
IN good faith, the creditor must (L) be alert to the
circumstances surrounding, the extension of credit
and (2) 1t he has any information which would
cause a prucent man not to accept the statement
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without inquiry, have mvestrgated and be satisfied
that the customer’s statement Is truthful. A cred)-
tor may rely upon such. a written statement if
accepted in accordance wrth this paragraph.
Reports Every creditor shall make such
reports as the Board may require fo enable the
B ard to perform the functions conferred upon it

( Addrtronal requirements by exchanges and
creditors, Nothing in this part shall (L) prevent
any exchange or natronal Securities association
from adopting and enforcing any rule or regula-
tion further Testricting the timé or. manner in
which its members must obtain initial or addi-
tional margin_in customer’s accounts because  of
transactions effected in stch accounts, or requiring
sich members to secure or maintam higher mar-
gins, or further restrrctrng the amount™of credit
which may be extended or maintained by them,
or (2) modify or restrict the right of any Creditor
to require additional security for the maintenance
of any credit, to refuse to extend credit, or to Sl
any securrtres or. pro eréy held as collateral for
any loan or credrt EXten

f) Credit by insurance companres that issue
variaple annurtK contracts. (L) Except as proviced
In. subparagraph (2) of this araﬁraph Part 207 of
this chapter (Regulation G) rather than this Part
shall appl¥ to arly credit extended, maintained, or
arranged Tor by a life insurance company whrch
(1) meets the cefinition of “insurance company”
st forth in section 2(2)(17) of the Investment

REGULATION T

Com n Act of 1940 (15 US.C. 80a-2(a 2&) 17)%
|s engfaged n |ssurng or participatin
terssuance any variable annuity contract, o
of any Interest in a separate account established
by such insurance company, registered under the
Securities Act of 1033 (15°USS. 772 or exempt
from such registration by. Rule 156 of the Securj-
ties and Exchange Comrission (L7 CFR 230.156).
The provisions of this Part shall apply to
any credit extended to or maintained or arranged
for a customer by a life insurance company de-
scrrbed In sub aragr aph (1) of this paragraph that
has registered, or is re urre to regrster & a
broker or Cealer pursuant to section’ 15 of the
Securities Exchange Act of 1934 (15 USC.
780) In connection with its activities as such a
broker or dealer, including;
(1) the offer or sale of any security or securities
registered under the Securities Act’ of 1933 (15
77) or exempt from such_registration by
Rule 16 of the Securrtres and Exchange. Cont-
mission (17 CFR 230.150) issued by fa [) such
Insurance company, or &b an investment com-
?any registered pursuant “to section 8 of the
nvéstment Company Act of 1940 (15 USC.
80a-8) for which the insurance company IS an
underwriter, Investment advisor or dealér; and
1) those activities which are not part of the
conventional Iendrn% activities of such life insur-
ance companies and which, in accordance with
the ordinary Usage of the trade, would be con-
sickered part of the business of a broker or dealer.

[SECTION 220.8—SUPPLEMENT, containing maximum loan values, margin for short sales, retertion requirenernt,
and requirements for inclusion on list of OTC margin stock, is printed separately.]
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SPECIMEN ONLY

F. R Form T-4
669

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

STATEMENT OF PURPOSE OF AN EXTENSION OF CREDIT BY A CREDITOR
(FEDERAL RESE ORM T

<=
i
-

ER
NT

A FALSE OR DISHONEST STATEM BY THE CUSTOMER OR THE CREDITOR ON THIS FORM
MAY BE PUNISHABLE BY FINE OR IMPRISONMENT (U.S, CODE, TITLE 15, SECTION 78ff AND
TITLE 18, SECTION 1001)

Instructions:

(1) Please print or type (if space is inadequate attach separate sheet).

(2) In Part 11 “source of valuation” need be filled in only if such source is other than regularly published infonmation
in jourmal of general circulation

(3) This form need be obtained only if the purpose of the credit is other than to purchase, carry, or trade in securities
(see § 220.7(c) of Regulation T).

PART | (to be completed bK customer (s )L o _
(1) The purpose of this credit in the amount of $§ , Which is unsecured or secured in
whole or in part by the collateral listed in Part I1, i not to purchase or carry or trade in securities. It is

for the purpose of (0BSCrIDE N LA ...c.vocvvvvrvvsrvrsrrrnrssrrsrssssssrr e

(2) THIS CrEaItOr, voovvvvsvvessvvrssrsesssrene G —— , has outstanding, or has
agreed to extend, to the undersigned, the following other credlts which are not for the purpose of purchasing
or carrying or trading in securities, in addition to the credit described on this form (itemize and describe

briefly, including amounts and collateral if any). If none, so state

(3) 1 any of the collateral listed in Part 1l (A) or (B) to be delivered, or has any such collateral
been delivered, from a bank, broker, dealer, or person other than the undersigned? Yest No O
If yes, from whom? Against payment? YesT No !l

(4) Has any of the collateral listed in Part 1l (A) or (B) been owned less than six months?
Yes0 Nol If yes, identify all such collateral SO OWNBH ........ccvvvmvmssmvmsmmsssmenssmssssessssssssssssnrenes

The yndersigned e) read this form and hereby certifies and affirms that to the best of my (our
ug Ingbeﬁeftﬁvg I i th N ! T Y (our)

knowledge nformation contained on this form is true, accurate, and complete.
SIGNED SIGNED ,
(Manual signature) (Date) (Manual signature) (Date)
(Print or type name) (Print or type name)
37
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PART Il (to be completed by creditor)

6 ). Collateral Conift'ﬂ? ?f margin sfock or mﬁr%m sec%rltles consisting. of debt s%urlﬁies Con-
vert| le"into margin g% e lo nvaﬁJ % 5(: stock Under ecurrent Bﬁlement to Regulation
per tent; the loan value of stch debt securities IS

No. of shares

[ i Market price Source of Total market
othe?runit Itemize separately by issue e Source o p”igguger

(B) Collateral consisting of other securities, e.g., mutual fund shares, registered non-equity securities.

Par value

or other Itemi tely by i Market price Source of TOtﬁlcemaerleEt
emize separately by issue -
denomination PR P valuation P
(C) Other collateral.
- Current Source of Good faith
Itemize ”\‘,%meet valuation loan value

The under3| ned, a duly authorized re rese tatl\éﬁ fo éecredltor ri)ead this form, has accepted tn
ustorrr]ahr ate ent o (fgr [ oo efined belo R efr rP{ceru les and affirms éh ttot
est of his nowe ge and belief aI the |n ormatlon contained on this form IS true, accurate and complete,
Date SIGNED

(Manual signature)

(Print or type name and title)

* Regulation T requires that the customer's statement on this form be accepted by the creditor acting in good faith.
CGood faith requires that the creditor or his duly authorized representative (1) must be alert to the circunstances surrounding
the credit, and (2) if he has any information which would cause a prudent man not to accept the staterment without inquiry,
hes investigated and is satisfied that the statenent is truthful. Among the facts which would require such investigation are
receipt of the staterment through the mail or from a third party.

THIS FORM MUST BE RETAINE?&?\KAWEF?&\EID&QH-‘:IQF%EWST THREE YEARS AFTER THE
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REGULATION U

12 CFR 221)
As amended effective January 1, 1977

CREDIT BY OE&M% %&&%T\I GT HI\E AF{%RﬁO?:FOgESPURCHASING

SECTION 221.1—GENERAL RULE

(@) Purpose credrt secured by stock. (L) Except
as provrded In sub aragraph (2) of this para raph
(@ and in 3221 & no, bank  shall exten %
credit secured directly or indirectly Loy any stock
for the Purpose of " purchasing or car mg any
margin stock 3 In an amount exceeding the maxr
mur loan valye of the ¢ IIater%I as prescribed
from time to time for stocks in §2214 (the Sup-
Plement to_Requlation U) and & determine
he _bank in Qood faith for credit subject to
§221.39) for ny collateral other than ‘Stocks:
Proyided, That unless held as collateral for such
credit_on October 20, 196/, and contrnuo sl
thereafter, any collateral other than stock sha
have loan vale for the urpose of, this {)art only
as Collateral for a credit which is no secure
hy stack, as described in § 221.3(s), and any col-
|ateral consrstrng of convertible’ debt secdrities
described in § 221.3(t) shall have loan value only

* This text corresponds to the Code of Federal Regula-
tions, Title 12, Chapter 11, part 221, cited as 12 CFR 221.
The words “this part,” as used herein, mean Regulation U.

1As defired in § 221.3(c).

2As defined in §221.3(1).

3Sometimes referred to as a “purpose credit”’. See
§221.3(b). The term “margin stock” is defined in §221.3

W)
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for the purpose of that section, and not for other
credit subject to this part,
reclit extended prior to July 8 1969, for

the purpose of purchasing or carrying any QTC
margin stockd or any debt security “convertible
|nto such stock (and no other margin' stock) is not

8ose credit, ‘except that with “respect to H

Us

argin stock such date shaII
1969, rq &ten J< tional

?e Au%
to a member o
SeCurities exchan e or a broker or dealer regis-
tered under section 15 of the Securities Exchange
Act of 1934 (15 US.C. 780).

$b) Substitutions and withdrawals. Except as
B mitted. In paragraph (c). of thrs section, while a
ank maintains any’ credit subject to this part
whenever extended;  the bank shall not at any
time permit_any withdrawal o substitution of
collateral unless either (1) the credit would not
exceed the maximum loan valug of the collateral
after such withdrawal or substitution, or (2) the
credit 15 reuicedl by at least the amount by Which
the. maximum loan value of any collatéral de-
posited 15 less than the “retention requirement”
of .any collateral withdrawn. The “reention re-
quirernent” of collateral other than stock Is the

4  As defined in §221.3(d), “OTC stock” hereinafter
refers to stock traded “over the counter.”
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same as its maximum loan value and the “reten-
tion requirement™ of collateral conisting of stock
IS prescribed from time to time in §221.4 (the
St:fgrlement to Regulation U).

Same daX transactions. (1) Except as pro-
viged in §27 F]) a bank may In the case
of a credit in which the equity rafio is equal to
or exceeds the minimum equiity ratio as prescribed
2214 (the supplement “to the regulation)
permrt a, substrtutron of stock whether marqrn or
nonmargrn effected 3/ a purch ase an sle on
orders Executed withirf the same day: Provided,
That (i) if the proceeds of the saIe ‘exoeed the
total cost of the purchase, the credit Is recuced
by at least an amount equal to the * ‘retention re
quirement” with respect to the sale less the “r
tention requirement™ with resRect to the purchase
or (i) if the total cost of the purchase exceeds
the ‘proceeds of the sale, the credit may be in-
Creased Dy an amount no greater than the maxi-
mum loan value of the stock purchased less the
maximum loan value of the stock sold. If the
maximum loan valug of the collateral securrn? the
credit has become less than the amount of the
credit, the amaunt of the credit may nonetheless
be increased if there is Provrded additional col-
|ateral havrn? maximum loan value at least equal
to the amount of the increase.

2
ter(rn “eﬁur ratio” means the fraction (stated as
a percentage) I which the denominator 15 the
current market valye of the collateral havrn% loan
value In reslpect of the cre dit ang the numerator
IS such current market value minus the amount
of the credit currently owing.

d) Single credit rule. For the urriose of this
art except for credit subject to §221.3(S) or (t)
he entire amount of the purpose creit extenced
to any customer by any bank at any time shall be
consigered a single credit; and all’ the collateral
securing such credit shall be considered in dleter-
mhrnrng whether or not the credit complies with
this part

SECTION, 221.2—EXCEPTIONS TO
GENERAL RULE

Notwithstanding the provisions of 82211, a
bank may extend and may maintain any credit for
the Furpose specified in §221.1, withouit regard to
the limitations prescribed therein, or in § 22L3(t),
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if the credit comes within any of the following
descriptions.

(@) Any credit extended to a bank or to a
foreign banking institution;

Ft[)? Any credit extended to_a “plan-lender” as
defined in §207. 4§a) of Part 207 of this Chapter
(Regulation G) to finance a plan described therein:
Provided, That in no event does the bank have
recourse to any stock purchased pursuant to such

¢) An credrt extended to

Q fadealer or to two
or mare dealers, to aid In the fin

ancing of the dis-
tribution of securities to_ customers not through
the medium of a national securities exchange;

(d). Any credit extended to a broker or dealer
that " is extended in exceptional circumstances in
good faith to meet his emergency needs;

te) Any credit extended to @ member of a
natjonal Securities exchange or a broker or dealer
regrstered under sectron of the Securities Ex-
change Act of 19 180) secured b
any securrtres WhICh accordrng to written notice
received by the pank from the broker or dealer
ursuant t0 a rule of the Securities and Exchange
ommission concernrn(rr the hy Othecation of cu?
tomers” securities (Ru @ 0.8¢-)
or Rule 15¢2- (17 CFR 2401 c2-1)), are securi-
ties carried for the account of one or more
custon/frs dit extended to finance the purch
ny credit extended to finance the purchase
or(%ale 0¥ securrtres for prompt delive F\)/vhreh 15
e repaid In the ordrnary course Of business
T?]on %omg letion of the transactron Provided,
vance i not made to a person de-
scribed In §221.3(q): And provided further That
It s either Q) extended to a broker or dealer, or
2) " extended”for a purpose other than to enable
the borrower to pay for stock purchased in an
actcoun% subject to Part 220 of this Chapter (Regu-
ation

g Any credit extended against securities in
transit, of surrengered for tr sfer, which is pay-
able in the ordinary course of busrness Upon
arrrval of the securrtr S or upon ompletion of éh
transter: Provided, T at the credit I1s not extenced
to a person described i § 221.3(a): And provided
further, That it Is either (1) extended to a broker
or dealer, or (2) extended for a urpose other
than to enable the customer. to a¥) for_stock
Purchased I an account_subject to Part 220 of
his Chapter (Regulation T);
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fh) Any credit which is to be repaid on the
calendar day on which it is extended: Provided,
That the credit s not extended to a person_de-
scribed in §221. 3£q) And provided further, That
It is either él) extended to a broker or dealer, or
) extended Tor a purpose other than to enable
he customer to pay for stock purchased in an
account stibject to Part 220 of this Chapter (Regu-

ation

()[ Any credit extended outside the States of the
United States and the District of Columbig;

9) Any cregiit extended to a member of a
national “securities. exchange for the purpose of
financing his or his customers’ bona fide arbi-
traq[e transactions In securities. For the purposes

his paragraph, the term “arbitrage” means
(Da purchase or sale of a security in one market
together with an offsettrn sale or purchase of

same secunt%r In a |tferent market at as
nearly tesame me as practicable, for the pur-
pose o taking advant eof a drtference In prices
I the two markets, or {a purchase of a security
which 1s, without restriction other than the paK
ment of money, exchan?eable or convertible with-
in 90 calendar’ days following the date of Ifs pur-
chase into a second security together with an
Offsetting sale at or about thé same time of such
second Security, for the purpose of taking advan-
tage of a drsparrty in the prices of the two securi-
tigS, except that ‘when the secyrity purchased s
solely a dlue bill for, or other evrdence of the rrﬂht
to régeive, onI the security that is sold
securfty that | sold 1 tra%rnglas a wh n |s Ued
security, such period shall be 180 calendar a?]/s

K) Any credit extended to a member of a a
%ronal secunhes exchange for the purpose of
mancmg such members™ transactions ‘as an odg-
ot dealer in securities with respect to which he
Is registered on such national securities exchanges
as a odd lot clealer;

g loan for the purpose of making a
loan” or providing capital to a person who is sub-
Ject to Part 220" of this Chapter (Regulatron T)
which loan has been exempted by the Board of
Governgrs of the Federal Reserve System, b
Order, from the requirements of this Part_ either
unconditionally or Upon specified terms and con-
ditions or_forstated periods, upon a frndmg that
the granting of such an exemption is negsssary
or appropriate, in the Bublrc Interest or for the

rotection of mvestors; Provided, That the Secur-
les Investor Protection Corporation shall have
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certified to the Board that such action is appro-
prrate under the crrcumstances and
ny credit extended to or maintained for
a customer or the, ur 0S8 o making a Ioan or
contribution of capra 0 3 broker or dealer sub-
(Reﬁu ation T) i the loan or
contribution Is in"conformity With_ the require-
ments regarding satisfactory subordination agree-
ments or"equities n the accounts of partners of a
rule of the Securities and Exchange ommIssion
RuIe 15¢3- 1&%2 A, (cxd), and (c (} (17
FR 240 15c31()2)A), (©14), and' (c)(7)) or
the capital rules f 'an"exchange, of which the
broker or dealer 15 a member”If the members
thereof are exempt therefrom by Rule 15c3- Igb
(2) of the Commission (17 CFR"240.15¢3-1(b). )h
Or to purchase stock in a broker or clealer
IS a corporation when such stock is purc ase
directly from the issuer and notasparto ublic
distribution: Proyided, That an){ such credit ex-
tenced after AprrI 16, 1971, shall become subject
ﬁ)on renewal to such additional restrictions’ as
oard of Governors may Impose by requla-
tron concernm the conditions upon which credit
e exteny e for the purpose of making slich
Ioan or contribution: And provided further, Tha
(1) all of the proceeds of such extension .o
Credit are so loaned or contributed to the capita
of the broker or dealer and (2) that all of the
proceeds of any withdrawal “of such loan or
contnbutron of capital from the broker or dealer
Bz the customer or redemptjon of 3 duch stock shal
& 1t rlrsed to reduce or retire said extension 0

SECTION 221.3—MISCELLANEOUS
PROVISIONS

a) Required statement as to stock-secyred credit.
In ‘connectign with an extension of credit secureq
directly or indirectly. by any stock, the bank shall
obtain and retain i its recorck for at least 3 years
after such credrt is extinguished a statement In
con ormrg with the requrrements of . Federal
Reserve Form U-I executed by the recipient of
such. extension of credit (sométimes referred to
& the “customer”) and executed and accepted
In good faith by a duly authorized officer of the
bank prior to stch extensron Provided, That this
requirement shall not apply to any creait de-
scribed In para%raghs (0], Fw) (y), or (2) of
this section "or §221.2 of this part except for
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credit described in paragraphs 2212f2) (Ig
h) extended to persons Who are not Drokers or
dealers subject to Part 220 of this Chapter ([Re
ulation T)." In determrnrnﬁ Wwhether or not an
extension of credit is for the purpose specified in

1 or for anY of the pUrposes specified In

2212 or this section the bank may rely on the

statement executed by the customer If accepted
In good faith. To accépt the customer’s statement
In good faith, the officer must (L) be alert to the
circumstances  surrounciing the credit and (2) if
he has any information”which would cause a
prudent man not tq accept the statement without
Inquiry, have investigated and be satisfied that the
custorner’s statement’is truthful.

Purpose of a credit, The “purpose of a
credit” is determined by substance rather than

form

(1) Credit which s for the purpose whether
immediate, incidental, or ultimate, of purch asrng
or carrying a margin stock is purpose credit”,
despite any temporary application of ‘funds other-

WIS,

(2) Credit to enable_the customer to reduce or
retire indebtedness which was originally incurred
to purchase a margrn stock Is for"the purpose of

“carrying” such a Secu

3)An extension of credrt provided for in a
pa pro ram, or. investment contract offered or
old en/vrse initiated after, August 31, 1969,
which provides for. the acﬂursrtron both of an
secuntr descnbed in paragrapn (v of this sectio
and of goods, services, property Interests, other
Securities, or mvestments 15 purpose credit”

(¢) Indirectly secured. The term “|nd|rectly
secured” |ncIudes any arrangement wrth the cus
tomer under which the customer’s right or ab tz
to sell, pledge, or otherwise drspose of sto
owned by the customer 15 In any way restricted
50 long & the creit remains outstanding, or under
which™ the exercise of such right, whether by
written_agreement or oth enrvrse IS or mafy
cause for acceleration of the maturity the
credit: Provided, That the foregorn? shaII not
apply (1) if such restriction arises Solely by virtue
of an arranciement with the customer Which per-
tains genera ly to the customer’s assets unless a
substantial part of such assets consists of stock, or

2) If the bank In qood faith has not relie upon
such stock as collateral in the extension” or
maintenance of the paricular. credit: And pro-
vided further, That the foregoing shall not apply
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to stock held by the bank onI in the capacrty
of custoglian, depositary, rustee, or under
similar crrcumstances the bank in good. faith
has not relied upon such stock as collateral in the
extension or maintenance of the particular ¢regit
C margin_stock & he term “OTC
margin stock” means stock " not traded on
national securities exchanqe which the Board of
Governors of the Federal Reserve System has
determined to have the degree of national investor
Interest, .the depth and Breadth of market, the
avallability of information respecting the stock
and its isSuer, and the charagter and permanence
of the issuer to warrant subjecting such stock to
the re urrements of this part
i he Board will from time to time pubIrsh
a list o OTC margin stocks as to which the
Board has made the determination descnbe in
subparagraph %of this ara raphlg Except as
rovrde In su paraﬁra arar h
such stocks shall meet the req urremens of
21.4(d) (the Supplement to Regulatron U).
(3) The_Board shall from time"to time remove
from the list described in subparagraph (2) of this
paragraph (d) stocks, that cease t0:
(1)"Exist or of which the issuer ceases to exist,

or

(i) Meet substantlally the provisions of sub-
gara%ra t}g of trs rt)ara raph ﬂ d of
2014(e) (1 lement to Requlation U).

e fore or % notvvrthstan ing, the ‘Board
may omit or remov any stock that Is not éraded
on a national securtties éxchange from or aad an
such stock to such list of OTC marﬁrn stocks,
If In the judgment of the Board, ? action 1s
necessary or appropriate In the public interest,

t"shall e unlawtul for any bank to make,
or cause 0 be made, any representation to the
effect that the inclusion, of a security on such st
of OTC marrtlrn stocks is evidence that the Board
or the Securities and Exchange. Commission has in
any way passed upon the merits of, or given ap-
proval 0, such secUrity or any transaction therein,
Any statement i an advertisement or other simi-
lar”communication containing a reference to the
Board In connection with such stocks or such
tlrf)tnSha" constitute such an unlawful representa-

(6) Renewals and extensions of maturity. The
rengwal or extension of maturity of a cregit need
not be treated as the extension of a credit if the
amount of the credit is not increased except by the
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addition of interest or service charges in respect
to the credit or of taxes on transactions in connec-
tion with the credi. _ ,

(f) Transfers. A bank may, without folIowmg
trfm reqtd!trements of this part as to the extensio
of a credlt, | ,

(1) Permit the transfer of a credit from_one
customer to another, or to others: Provided, That
a statement by, the transteror, describing the cir-
cumstances _(Iglvmg rise to the transfer, s accepted
in good faith and signed by an officer of the
bank & having been o accepted, and kept with
each such tranSferee account, or -~

(2) Accept the transfer of a credit orlglnall¥
extended In conformity with the requirements o
this part directly from another bank: Provided,
That the statement of purpose, executed by the
customer in connection with the original extension
of credit and accepted in good faith and signed
by an officer of the bank or|g¥nally ext_endlng such
credit in_conformity with “the tequirements of
§221.3(a), is obtairied and kept with each slich
transferee account: And provided further, That
any transfer pursuant to this para?raph Is made
8 a bona fide Incident to a fransaction nof under-
taken for the ?urpose of avoiding the requirements
of this part, the amount of thé credit is not in-
creased, and the collateral for the credit is not
changed; and, after such transfer, a_bank_ma
Permlt such withdrawals and substitutions of col-
ateral a are permitted in respect to a credit it
extends subject to this part. .

_ Rter?rganlr%atlﬁrﬁ %%d recatpltatljlz%tlons. Notth-
ing I this"part shall be construed to prevent a
ba%k from p%?mlttm wﬂhdrawaié or substitutions
of securities, to_enable a customer to participate
In & reorganization or recapitalization.
. (h) Mistakes in %ood faith. No mistake made
in good faith In connection with the extension or
maintenance of a credlit shall be deemed to be a
violation of this part. _ _
_ (1) Action for bank’s own protection. Nothing
n this part shall be construed as preventing a
pank from taking such action as it shall déem
necessary in good faith for its qwn protection.
Reports. Every hank, and every person en-
gaged in the busiriess of extending” credit who
n'the ordinary course of husiness, extends creqit
or the purpose of purchasing or carrying margin
stock shall make such reports as thie Board “of

5As described in §221.3(a).
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Governors of the Federal Reserve System may
require to enable it to perform the furictions con-
ferred %oon it b¥ the Securities Exchange Act of
1934(15 US.C. 78). ,

Fkg Definitions. For the purposes of this n%art,
uniess the context otherwise requires, the tern
herein have the meanings assigned to them in
section 3(alJ of the Securities Exchange Act of
1934 (15" USC. 78céa)), except that” the term
“hank” does_not include; a bank which is a mem-
ber of a national securities exchange.

() Stock. The term “stock™ Includes any se-
curity commonly known as a stock; any voting
trust” certificate or other instrument representing
such a security; and any security convertible,
with or without consideration, presently or in the
future, into such security, certificate, or. other
Instrument, or carrying any warrant or right to
subscribe to or purchase stch a security; or any
such warrant or right; or any other security
which the Securities”and Exchange Commission
shall deem to be of similar nature and consider
necessary or appropriate, by such rules and reg-
ulations “as it may prescribe”in the public interest
or for the protection of investors, to treat & an
equity security such as any certificate of Interest
or participation in any profit-sharing agreement,
PreorFanlzatlon certificate, or su_bsc_nE)tlon, trans-
erable share, limited partnershP Interest, inter-
est In a_joint venture, or certificate of nterest
In a business trust; or any put, call, straddle, or

?ther 0 t|0ﬁ. or priY]iI%ggegurt?u Ing sucp a Securi

rom of selljn to"another without
. (M) Credit subject to § 221.1. A “credit sub-
jec

beﬁ oung t% %i%cso.
0 §221.1" 15 a creglt which s (L) secured

directly or indirectly by any stock For made to a
rson’ described In paragraph ((2 of this section),

2) extended for the plrpose Of purchasing Or
rrying any margin stock, and (3) not excepted
by 8 221.1(d)(2) of § 2212,

(nl) Segregation of collateral. (1) The bank
shall. identify all the collateral used”to meet the
requirements of §221.1 (the entire credit being
considered a single credit and collateral bein
similarly consicered, as  required b ? 11
and shall not cancel the identification of any por-
tion thereof except in circumstances that would
Permlt the withdrawal of that portion. Such identi-
ication may be made by any reasonable method.
_ ((12 Only the collatéral fequired to be so identi-
fied shall have loan value for purposes of §221.1
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or he subject to the restrictions therein specified
with respect to withdrawals and substitutions; and

3) For any credit, extended to the same cus-
tomgr that IS not subject to § 2211 (other than a
credit described In.§221.2(b), (d), (f), (g), or
(hn, the bank shall in good Taith requiré as much
colfateral not so identified s the bank would re-
quire (if ang If it held neither the indebtedness
subject to 8221.1 nor the identified collateral.
This shall not be_construed, however, to reguire
the bank, after it has extended any credit, to
obtain any _collateral therefor because of any
deficiency” in collateral already existing at the
OPenlng 0f business on June 15; 1959, of any de-
cling 1n the value or quality of the collateral or
in the credlit rating of the clstomer.

(@) _Nothm? In"this part shall require a bank
to waive or forego any lien, and nothing in this
part shall apply 10 a credit extended to enable the
customer to meet emergencY EXpenses not reason-
ably foreseeable, provided the extension of credit
Is supported by a statement executed by the cus-
tomer and accepted in good faith and signed by an
officer of the bank as having been so accepted in
conformity with the requiréments of §221.3(a).
For this purpose, such emergency expenses shall
Include exPenses ansing fron circumstances such
as the death or disabilify of the customer, ar some
other change. in IS circumstances Involving ex-
treme hardShip, not reasonably foreseeable at the
time the credit was extendeq. The oRgortunlty {0
realize monetgq gain 1S not a “change In” his
cireymstances” for this purpose,

0) Specialist. In the” case of. credit extended
fo a'member of a national securities ex,change who
IS registered and acts as a specialist I securities
on the exchange for the purpose of financing such
member’s transactions as a specialist In such se-
curities, the maximum loan value of any stock
(except stock that has been identified as a Security
held for investment pursuant to a rule of the
Commissioner of Internal Revenue (Regs, section
1-1236-1 ‘d)z% shall be as determined by the bank
in good faith: Provided, That the si)]emallst’s ex-
change is a national securities exchange which
re%wres and submits to the Board of Governors
of the Federal Reserve System reports suitable for
supplying current information regarding special-
Ists’ Use of credit pursuant to this section.

() Subscriptions issued to stockholders. An
extension of credit need not comply with the
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other requirements of this part if it is to enable
the customer to acquire a stock by exercising a
right to acquire such_ stock which is evidented
y @ warrant or certificate issued to stockholders
%rr]]dtexpmng within 90 gays of Issuance: Provided,

a:

ﬁl) Each such acquisition under this paragraph
shall’ be treated separately, and the credit Wnen
extenced shall not exceed 75 per cent of the
current, market value of the stock so acquired as
determined by any reasonable method; _
. (2) Ater October 20, 1967, at the time credit
is extended pursuant to this garagraph, the bank
shall compute the amount by which the credt
exceeds the maximum loan value of the collateral
as prescribed by §221.4 and the customer shall
reduce the credit by an amount at least equal to
one-fourth of such Sum by the end of each of the
4 succeeding 3-calendar-month periods or_until
the credit does not exceed the current maximum
|oan value of the stock, whichever shall occur
first, and if the_bank falls to, obtain the required
quarterly reduction or a portion thereof with re-
spect to"a particular acquisition within 5 full busi-
ness, days affer such reduction is due, the bank
shall_promptly sell a portion of the collateral so
acquired and” apply the proceeds of the sale to
reduce the creait in an amount at_ least equal to
twlce, the re%uﬁed payment or portion thereof for
the first 2 stch reguctions, at least equal to, the
required pEﬁlment or portion tnereof for the third
such reduction, and at least sufficient so that the
remaining credit does not exceed the current
maximum loan value of tne remaining collateral
after the fourth such reauction: Provided, That
no such reduction need be in an amount greater
than IS necessary so that the remaining credit does
not, exceed the” maximum loan valug of the re-
malnln%_collateral determined as of the date when
the credlit was extended:; _
. (3) While the customer has any credit outstand-
g at the bank under this paragraph no with-
drawal of cash or substitution or” withdrawal of
stock used as collateral for such extension of
credit shall be. permissible, except that when the
remaining credit has become eﬂual to or less than
the maximum_loan value of the remalnlng stock
as prescribed for § 2211 or § 221.3(t) in § 221.4
(the Supplement to Regulation U) ‘whichever is

plicable (or with respect to credit extended after
October 20, 1967, the re(1U|rements of the preced-
ing clause have been fulfilled) the remaining stock
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and related credit shaII thereafter be treated as
subject fo §221.1 or §221. 3(t whichever Is
apdlrcable instead of thrs para% h. In qrder to
facilitate the exercise of a nﬁh under this para-
graph a bank may permit t nght to be with-
rawn from a credit subject to §221.1 without
regard to anY other requirement of this_part.
Credit 10 certain lenders. Any credit’ ex-
tended to a customer not subject to this part or to
Part 220 of this Chapter (Réqulation T) engaged
principally, or as one o the customer’s Important
actrvrtres In the busrness of extending credit for
the purpose of Purc asing Or carrying margin
stocks |s a credit for the purpose of purc asing or
carrying such stocks unIess the credit and its pur-
POSEs. dre effectrvely and unmrstakably separated
and drsassocmte from an mancrn or ref |nanc
Ing, for the customer or others, of an purchasing
orcarrying of such stocks. Any cred extended t0
any such customer, unless the credrt 15 S0 separated
and disassociated or 1s excepted by § 2212, 1s a
credit “subject t0.§ 221,17 regardiess of whether
or not the credit is secured by any stock; and no
bank shall extendl any such credit sibject t0 §221.1
to any such customer, without coIIateraI or wrthout
the credit being secured as would re urre %/
this part If it were secured by any stoc Y SUC
credit subject to § 221.1 to afy stich customer shaI
e subgect to the other provrsrons of this (Joa
cable fo credjt subvdect t0 § 2211, inc
sions re?ardlng ithdrawal and su

collatera

gg ] Convertible secuntbes g% 1) If, after Jgne 15
1959, and prior to Octooer 1967 credt was
extended for the purpose of purchasing or carrgrng
a Security convertible into a stock reg| stere
national “securities exchange and th Was
secured by such a security, and after
1967, thefe Is substrtuted any stock as direct or In-
direct collateral for such creclt, the gredrt shall
thereupon be treated as subject to 8 2211 or

221.3(t), whichever i applicable. In_any such
case, the amount of the outstanding credit, or such
amount plus any. increase thereirt to enable the
customer tq acquiire a stock so registered through
the conversion of the security purstant to its terns,
shall not be permitted on_the cafe of such sbsti-
tution to exceed the maximum loan value of the
collateral for the credit: Provided, That any reduc-
tion jn the credit or deposit of collateral Fequired
on that cate to_meet this ret?urremen' may. be
brought about within 30 days of such substitution,

d rovr
nstitution of

credit
tober 20,
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21% Any credlt extended after October 20, 1967,
for e oseo purchasing or car mgasecu
Co ve |bIe Into a stock reqistered on a
na lonal securities exchange, and any credit ex-
R bty ol B
| | | vertible |
rnargrr(tJ stock n‘rytheg cre It L|Js ge/cured d|rectl¥
Indlirectly, )é stock is a credit subject to
§221.1 or §221.3(t), whichever is applicable.

(LCredrt secured by collateral other than
stocks. A hank may extend credit for the purpose
of purchasing or carrying a margin stock secured
by collateral other than Stack, and, in the case of
stch cregit. the maximum loan value of the collat-
eral shall be as cetermined by the bank i good

faith,

(l)< t) Credit on convertible debt securities. (1} A
ban may extend credit for the purpose specitied

n § 2221 on collateral consisting of any debt
secunty (1) convertible wrth or without consrdera
tion, preséntly or in the future, mtoamar'grn stock
or (i carryrn% awarrant or right to subscribe to or
purchase such a stock (suchi a debt_securi
sometrm%s referred to herein as a ‘“conve bIe
Securi

redit extended under. this para%raph shall
be subJect to the same conditions as If It were sub-
Ject fo %2211 except: (1) the entire amount of such
credrt shall be considered a single credlt treated sep-
arate g{ from the srngle credlit specified in §221.1(d

te co ateraI Securing such credit sha

0nsicl ere termlnln W

eé ror not the
crertcom Tswrt trs?a an zu the maxi-
mum loan Value of the collatera be as pre-

scribed from fime to time in § 221.4 (the Supple-
ment to Regulation U).

ny convertible. security ori |naII eI ible
as(cgllater/al for a cregit extenged) % r?ara
grai) all be treated as such as lon as continy-
usty heId & collateral for such credit even though

It %et%ses to be convertible or to carry warrants or
rg

4) In the event that any stock other than a

convertible secun%/ IS substituted for a convertible
securi he & oIatera for a credit extended
under this paragraph, the stock and any credit ex-

tended on |t |n comphance with thrs [iart shall
thereupon be treated as subject to § 2211 and the
credit extended under this paraﬁr h shaII be re-
duced by an amount equal to the maximum loan
value of"the security withdrawn.
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(U) Arranging for credit. No bank shall ar-
range for the extension or marntenance of any
credit for the purgose of purch asrng or carryrng
any margin stock, except u ont e Same terms’an
conditioris on which the bank itself could extend
or marntaln such credit under the provisions of this

)hThe term “margin stock” means any stock 6
15 (1) & stock registered on a national Securi-
t|es exch an e () an"QTC margin stock,7 (3) a
debt security (i) convertible with”or without con-
srderatron resently or in the future, info a margin
stoc or (i) carrying any warrant or right to sub-
scribe to or purc ase, presently or in the future, a
margin stock, (4) an such warrant or right, (9)
any “security ‘issted Dy an Investment company
other than a small business investment company
Ircensed under the Small Business Investment om-
any Act of 198 (f5 U.S.C. 661) registered pur-
suant to section 8 of the Investment ompang Act
of 1940 (15 USC. 80a8r)] unless at least % per
cent of the assets of such company are continu-
ously invested in exempted securities.
W) OTC market maker exemption. (12 In the
case of credit extended to an OTC marke maker
as defined In subparagrap (2) of this paragraph
(w) for the purpose "of purchasing or carrying
n OTC margin stock in order t0' conduct” the
rHarket makrn ctivity of suph a market maker,
the maximunt loan va ue of any, OTC mar |n
stock (except stock that has beer' icentified
security held for nvestment ursuant to a ryle o
the - Commissioner of Internal Revenue %Res
section  1-1236- 1(d))% shall be determine ;{
the bank In good faith: Provided, That In respec
of each such stock the QTC market maker shaII
have filed with the Securities and Exchange Com-
mission a notice of his intent to_begin. or Continue
such market-making activity (Securities and Ex-
chane Commission. Form “X-17A-12 (@) and all
other” reports_ required to e filed y market
makers in OTC margin stock pursuant to a rule
of the Commission (Rule 17a-12 (17 CFR 240,
17a- 12[)) shall not have ceased to engage In such
market-making activity, and shall have a reason-
abe averadge rate of “Invento turnover In such
stock: Ang provided further, That the bank shall
obtain andl retain In its recorgls for at least 3 years
after such credit is extinguished a statement In

6As defined in §221.3(/).
7As defired in § 221.3(d).
8As defined in 15 U.S.C. 78c(a)(12).
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conformity with the requirements of Federal
Reserve Form U-2, executed b¥ the OTC market
maker who is the recipient of such credit and
executed and accepted In good faith 9 by a duly
authorized officer of the bank prior to Such ex-
tension, In determrnrn% whether or not an exten-
sion of credit is_for the purpose of conducting
such market-making activity, a bank may rely on
such a statement if executéd and acoepted In ac-
cordance with the requirements of this paragraph
(w) and paragraph (a) of this section.

1( An QTC market maker with respect to an
OTC margin stock is a dealer who has and main-
tains mrnrmum net capital, as defined in a rule of
the Securrtres and Exchanqe Commission (Rule
15¢3- (17 CFR 240.15¢3 )2] or in the capital
rules of an exchange of which'he is a member if the
members thereof are exempt therefrom _by uFIae

240 1503)(1&) &), BT é%OOOCfor

of $25,000, plus
each such Stock in excess of 5 in resRect of which
he has filed and not withdrawn the notice on
Commrssron Form X-17A- 12(1) (but in no case
does thls U f r%%raph % require net_capital of
more t an $/50 wno is In compliance with
such rule of the Com Ission or exchange and who
except when such activity s unlawful, meets all of
the oIIowmg condltlons ith respect to such stock:
%u ara/ tpu lishes bona fide, competitive
an offer quotatons marecognrzed Inter-clealer
uotatron g stem I1) he furnishés bona fide, com-
etitive bidand o I quotations to other Drokers
and dealers on request Ili) he 1S ready, willing, and
abIe to etfect transactions i reaspnable amounts
gn at his g u]oted prices, with other brokers and
ealers, (1v)'he has a reasonable average rate of
Inventory turnover.

(3) Ifall or a portion of the credit extended
pursuant to this paragraph (w) ceases to be for
urpose specitied 1n_subparagraph (1) or the
dealer to who the credit 1s extericled ceases to be
an OTC market maker as defined in subpara?raph
(2) , the credit or such portion thereof shall there-

upon be treated as “a credit subject to § 221.1.”

() Combined purchase of mutual funds and
insurance. (1) An extension of purpose credit pro-

vided for in a plan, program, or investment con-
tract that 1s registered with the Securities and
Exchange Comniission under the Securities Act of
1933 (15 US.C. 77) and provides for the acquisi-

s As described in paragraph (a) of this section.
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tion both of a security issued bh an_ invesiment
company descriped i (paap % o) 0f thri
sectron and an Insurance policy or contract shal
be subject to all the provisions of this Part, except
that, Where the credit is secured by the Secur)
and does not exceed the premium on such palicy
(plus any applicable interest), the maximum loan
value of such security shall be 40 per cent of s
current market value, as determined by any rea-
sonable method.

(2I) Sections 221.1 and 221.3(t
shall not apply to any credit extende to a person
registered pursuant to § 207.1(a) of this Chapter

equlation G) who extends credit pursuant to

074(f)(1) of this Chapter, Provided, That:

8 he "Credit extended” pursuant to this sub-
paragraph 1s secured by se untles that are |ssued
Y an Investment company described in paragraph
()(5)[ of this section, and are carned or the a-
count of one or more customers unger a plan,
program, or nvestment contract described in sub-
naragraph, (1) of this paragraph (and, the bank re-
CeIves written notice’ from the recipient of the
cregit to this effect); and
_ () the provisions of such plan, program, or
nvestment contract conform to the provisions of
Rule 15¢2-1 of the Secuntres and Exchange Com-
MIssion concernrr&q %pot ecation of customers’
securities (17 CFR 24

of this Part

ird-market maker exemptron (1) In the

case of credit extended to a third-market maker,
& deflned In subparagraph (2) of this paragraph
% for the pur 0se Of purchasing or car%?
ck that | |stered on a national securities
%xchartr)% gother han ﬁ convertlbe%hde t %ecun
escr ara of this sectio
order to con uct %hf &tﬁ& makin actrvrQ) of
such a market maker, the maximum loan Value
o o esét?t%ekd (ot [} 5 i, 0L et
(1) stock that has bgen |d£nt|?|ed as a secu
nty held for mvestment ursuant to a rule of the
Commrssroner of Intema Revenue (geegs section
1-1236- @2?] shall be determined the bank
In good Provided, That In resp ecto each
such stock he shall. at least five full busmess da}/s
pnor to such extension of credit, have filed with
he Securities and Exchange Commission a nofice
of his intent to begin or“continug such market-
makmg activity, and thereafter aII other reports
requiréd to be filed by third-market makers 5)
suant to a rule of the Securities and Exchange
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Commission and, exce t when such actrvrtZ
unlawful, shall not hav ceased to eng e In Such
market-making activity: And provided. further,
That the bank shall” obtain and retarn |n its
records for at least 3 years after such credit IS
extinguished a statement |n conformrlgy with the
requirements of Federal Reserve Form . U-3
execuyted b¥ the third- market maker who is the
recipient of such crecit and executed and ac-
cep ed in qood faith 1 b¥]a duly authonzed officer
0 teban prior to such extension, In cetermin-
whether or not an extension of credit is for
the purpose of conductmg such market-makin
activity, a bank may rely On such a statement, |
executed and accepted i accordance with the
requirements of this paragraph (y) and para-
graph () of this section.

QZ) A third-market maker with respect to. a
stock that, I registered on a natjonal” Securities
exchange is a déaler who has and maintains net
capital,"as gefined In a rule of the Securities and
Exchange Commission (Rule 15c3- (17 CFR
240.15¢3-1)), or in the capital rules of an ex-
change of ahich he s a nember |f the members
thereaf are exempt there
2). of the Commlsslon

15¢3-1(h
%17 CtyR 240- 15c3 ﬁb
2 of $1 % 0 plus $20,000 for each stock |
excess. of five in respect of which he_has filed and
not wrthdrawn a_notice with the Securities and
Exchange Commission (but in no case does this
sub ara%raph (2) require net capital of more than
$500,000) Who is in co 8I|ance with such rt#]e of
the Com |ss|on and wno, except when suc
tivity 15 unlawful, meets all the followin condl
Ero ¥v(|jth [:% ect tto guch Sa%Ck | He0 at{rgrr]shtteg
ona fide itive bid uotations
other b rokers d aealers, In the stocks ft which
e makes a market, at all'times on request (1) he
15, ready, willing, and able to effect transactions for
his own accountt In reasonable amounts. and at his
quoted prices, with other brokers and dealers, and
{m) he'has a reasonable average rate of Inventory
urnover In the stock.

(3) If al or a portion of the credit extended
ursuant to this paragr aph (y) ceases to be for
he purpose specified in subparagraph (1) of this
paragraph or the dealer to whom the credit is
extended ceases to be a third-market maker as
defined in subparagraph (2) of this paragraph, the

DAs described in paragraph (a) of this section.
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credit or such portion thereof shaII thereupon be
treated as “a credit subject to § 221.1.”

(2) Block positioner exemption. (1) In the case
of credit extencled to a block positioner, as defined
In subparagraph (2) of this paragraph (z), for the

urpose of financing the activity o0f block posi-
loning, the maximum loan value of an¥ margin
stock Obtained In the ordinary course of the ac-
tivity of block posrtronmg & described in sub-
paragraph (2) of this paragraph éz) (except ()
a convertible ‘debt security described in paragraph
() (1) of this section and (ii) stock thal has
been Identified as a security held for investment
ursuant to a rule of the Commissioner of In-
ernal - Revenue ((jRegs section . 1-1236-1
shall be determined by the bank in good faith:
Provided, That In respect of such activity he shall
have.filed with the Securities and Exchan(_%e Com-
mission a notice of undertaking such activity as
presribed b the Commrsswn and_all reports
required  to ¥ block " positioners; "And
provided further, That he bank "snall obtain and
retain in its, records for at least 3 years after
such _credit is extinguished a Statement in con-
formity with the reqUirements of Federal Reserve
Form "U-> and paragraph () of this sectign,
executed b}é the block osrtroner who 1s the recrp
lent of suc cre dit and executed and accepted In
goo faith 10 by a dul authonzed officer of the
ank prior to” such extension, In determrnrng
whether of not an extension of credit Is for th e
pur 0se of c&nductm such block positionin %

a ban .on such a stateme t if
exected and acce ted inaccordance with te
requrrem]ents of thi

this sectron
extensron o time as been granted pursuant
to su parag rap ﬁ of this ara raph (z) and
wheth er orn such extension of trme |s commen-
surate with the circumstances, the bank may rely
on a statement executed by an officer of the ex-
change or assocratron on behalf of the commlttee
in conformity with the re |rements of Federal
Fltgrs]erve Form U-6 and par. graph a) of this sec-

(2) A block osrtloner IS a étealer who (i) is
registered wrtht e Securities and Exchange Com-

11 As described in paragraph (a) of this section

.org/
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mission under section 15 of the Securities Ex-
change Act of 1934 (15 US.C. 780) and has a
minimum net capital, ‘as deflned in a rule of the
Securities and Exchange Commissjon gRule 15¢3-
1 (17 CFR 240.15¢3-1)) or in the capital rules
of ‘an exchange of which he | |s a member if_the
members the eof are exempt therefrom by Rule

3)‘ of ommrssron (17” CFR
240 15c b) (2)) of L million, (i) engages In
the act|V|ty

|

of purchasmq long or selhn short as
pnnupal from time to Time,”from_or 1o a cus-
omer (other than a partner or a Jfomt venture or
other entity in which. a partner of the dealer, or
the dealer Ttself, participates or a person “associ-
ated with” such dealer ‘as defined n section 3(a)
E18) of the Securities Exchange Act of 1934) a
lock of stock (other than convertrble eht
security as described in para tgraph %of this
section) with acurrent market value of $200,000
or more i a single. transaction or in several
transactions at approximately the same trme from
a sjngle source tofacilitate a sale or purchase %
such ‘customer, (1t} certifies to the Iendm ban
that he has determined in the exercise of reason
able diligence that the block could nat be sold
to or purchased from others on equivalent or
better erms and ( |v|) sells the, shares comprising
such block as rag as possible commensurate
with the circumstanc s In the case where a block
positioner acquires a block from a broker who
acts as agent for several sellers, such acquisition
shall be Geemed for purposes of this section to
be an acquisition from a single source.

S 0 credit shall be extended or maintained
p slant o this paragraph (z) In respect of any

ch block ot stack or portr thereaf which the
block positioner has held continuously for more
than 20 business days, and any cregit extended
pursuant to this ﬁaragraph (25 shall be extin-
quished or_ brougnt into conformit wrth the
initial margin requirements of g% 2211 and 2214
before the“expiration of such 20-day penod For
the purposes of this subparagraph, a block or
Rortron hereof shall be treated"as not having been

ld continuously only to the extent that” there
has been a net sale (o in the case of short posi-
tions, net purchase% of such securitles (wnether
or not represented by the same certificate) during
such 20-day period.
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@ In exceptlonal cases the 20-day period its members, of which the block pﬁsmoner IS a
specified In subparagraph. (3) of this Paragraph member or throu n which his block  transaction
Z) may on the a I| atlon of the block "posi-  was effected, or by a_committee of a national
I0ner, be extended for one or more periods  securities asiouatlon If effected In the over-the-
imited to 5 business days each commensurate  counter_ market: Provided, That such committee
with the circumstances by any regularly consti- 1 satisfied that the block positioner is acting in
tuted committee of a national Securities &xchange  good faith in makmq the application and that the
having jurisdiction over the business conduct of  Circumstances in fact warrant such treatment.

[SECTION 221.4—SUPPLEMENT, cortaining maximum loan values, retention requirement, and requirements for
inclusion on list of OTC margin stock, is printed separately.]
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F.R. Form U-I SPECIMEN ONLY
Rev. 12/76

Bo 20 BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
STATEMENT OF PURPOSE OF A STOCK-SECURED EXTENSION OF CREDIT BY

(Name of Bank)
(FEDERAL RESERVE FORM U-I)

A FALSE OR DISHONEST STATEMENT ON THIS FORM MAY BE PUNISHABLE BY FINE OR IMPRISONMENT (U.S. CODE,

TITLE 15, SECTION 78ff AND TITLE 18, SECTIONS 1001, 1005 AND 1014). A BORROWER WHO FALSELY CERTIFIES

THE PURPOSE OF A CREDIT ON THIS FORM OR OTHERWISE WILLFULLY OR INTENTIONALLY EVADES THE

PROVISIONS OF REGULATION U WILL ALSO VIOLATE FEDERAL RESERVE REGULATION X, “RULES GOVERNING
BORROWERS WHO OBTAIN SECURITIES CREDIT”.

Instructions:

(1) Section 221.3(a) of Regulation U requires that a statenent of purpose nmust be obtained in connection with any extension of
credit by a bank secured directly or indirectly by any stock. The term“stock” is defined in section 221.3(/) and includes any
security commonly known as a stock; any voting trust certificate; any security convertible, with or without consideration, into
such security, or carrying any warrant or right to subscribe to or purchase such a security; or ary such warrant or right.

(2) Part1(3) and (4) need be filled inonly if the purpose of the credit described in Part 1 (1) is other than to purchese or carry
margin stock. The term “margin stock” is defined in section 221.3(v) and gererally means (1) stocks that are registered on a
national securities exchange and stocks that are on the Federal Resene Board's List of OTC Margin Stocks, (2) debt securities
(bonds) that are convertible into such stocks and (3) shares of most mutual funds.

(3) Part Il “Date and source of valuation” need be filled in only if such source is other than regularly published information ina
Jjournal of gereral circulation.

(4) Part 11, except for the certification by the officer of the bank, need not be conpleted in the case of a credit of $5,000 or less
which is not for the purpose of purchasing or carrying margin stock. However, in such cases, Part | must be conpleted.

(5) Please print or type (if space is inadequate attach separate sheet).t

PART | To he completed by borrower(s)

1) Is this credit in the. L0 : thereof, for th fore=re
() Bngeh et oyt e, 0 e of
N0™, UESCI0E TNE SPECITIC PUMPOSE........cvviriiiriiis s,

) O S R A e ety

(3) Isany of the collateral listed in tables (1) and (2) of Part 1l to be delivered, or has any suich

collateral been delivered, from a bank, broker, dealer or person other than you? LJ U

If“Yes”, oM WHOM?...ccccocvvvssrrnsssmsssssssssssssssssssssssssssns Againstpayment to celiverer? 7 [
(4) Hasany of the collateral listed in Part I been owned less than 30 days? I
The undersigned has (have) read this form and any attachments thereto and hereby certifies and affirms that to
the t%est 0 gm {1 ur)[() no?A(re e an Eerﬁe?tge |r¥f0rmat|0r_1 _cor]tam terfln 1S ¥rue accurate an%comcp?ete.
Furthermore, !o e hest 0 mg @ur nowle gre the securities listed as collateral in Part Tl are authentic, gen-
uing, unaltered, and not stolen, forged or counterfeit.
SIGNED. _ SIGNED. _

(Borrower’s signature) (Date) (Borrower’s signature) (Date)
(Print or type name) (Print or type name)

THIS FORM SHOULD NOT BE SIGNED IN BLANK
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PART Il To be completed by bank

L(]%) Ilaheral 0nsis mqofstock other Ehan debt securities ¢ Dvernble mtoma%P stock. The maximum loan
valUg' of sLich stock underthe current Supplement to Regu atlon ......... per cent Of its current market value.

Market price Date and source of Total market value
No. of shares Issue per share valuation per issue

étZ ) Collateral ¢ n5| tln of dept 5(1 urltlesc erfible nﬁo margin stock, T?e maximum loan vaIuF of such
clebt"securities un ert e cUrrent Stpplement to egu ation U'is........ per cejit of the current market value.

Principal lssue Market price Date and source of Total market value
amount valuation per issue

(3) Other collateral.

Describe briefly Market price Source of valuation ?oc;%dvfaalij:

The undersi ([med a dul r¥ L#thorlz?d officer Pe banz “ aware that this st%ck -secured credif | wbe sub ec
ﬁthe credit restrictions of R atlon U as read t %rm an ? attac H ret% Z%S acce
Fecu tomer’s ta emen In Part. od 8 lon U an (ﬁwe}/ rtifies an
el e AR R i e
eeno WI )Ysma? vere tot Bar?k naersi ne 0 |cer rther certl eorsﬁg (a has ex-
amined, orw amln Xs'(c ?s ectso suc secu |t|es? er orme orW| er orm, suc ?tmn
groce ures as are re uwe poll 8 Ogroverrb ment fegru atlons Prom gated l1 der section 17& the
ecurltles Exchange Act of 94asame een Informed that anothér employee of the bank has per-
orrp]e or will Iperform such funﬁtlons b) if arwo f such securities are not or will not be re |stf gd In the name
or. Its nomi tewrlttn the reqistered owner t e such secur-

ee consent 0
|t|es an g IS satisfied. to tﬂe best o?t eofeflcersknowedge an(qtb ief tha such securities are ge%ume and not
stolen or forged and their faces have not been altered.

Date. SIGNED.

(Bank officer’s signature)

(Title) (Print or type name)
*To acoept this statenent in good faith, the officer of the bank (1) must be alert to the circunstances surrounding the credit and
(2) if the officer has any information which would cause a prudent person not to accept the statenment without inquiry, must have
investigated and be satisfied that the statement is truthful. Among the facts which would reguire such investigation are receipt of
the staterment through the mail or from a third party.

THIS FORM MUST BE RETAINED BY THE BANK FOR AT LEAST THREE YEARS
AFTER THE CREDIT IS EXTINGUISHED
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STATUTORY APPENDIX

SECURITIES EXCHANGE ACT OF 1934

Act of June 6, 1934 548 Stat. 881)
(U.S. Code, Title 15, Sec. 78)

Definitions
sec. 3. () When used in this title, unless the
context otherwise requires—

. (1) The ferm “exchange” means any organiza-
tion,” association, or group of persons, whether
Incorporated or unincorporated, which constitutes,
maintains, or Prowdes a market place or facilities
for bringing, together purchasers and sellers of
securities or for therwise performm(i with respect
fo securities the functions commonly performed
by a stock exchange as that termis (Ilenerally
understood, and inCludes the market place and
the market facilities maintained by such exchange.

(3)EA) The term “member” when used with
respect to a national securities exchange means

(1) .any natural person permitted to effect trans-

action$ on the floor of the exchange without the
services of another person acting as broker, (ii
any registered broker or_dealer With which suc
a Natural person is associated, a(m) any registered
broker or dealer permitted to designate as a rep-
resentative such a natural person, and (Iv) any
other replstered broker or dealer which agrees to
be reﬁu ated by such exchange aﬂd with reF ect
to which the "exchange undertakes to enforce
compliance with the provisions of this title, the
rules and requlations  thereunder, and Its own
rules, For purposes of sections 6(b)(%, 6(%4,
%b 6), 6b)(7) 6(dz. 17(d),, 1), 196), 19,
19( ,arﬁiz of this title, { etfrm‘me_m er’” when
Used with respect to a national securities exchange
also means, {0 the extent of the rules of the ex-
change specified by the Commission®, any person
required by the Commission to comply with such
rules purstiant to section 6(f) of this title.

The term “member” when, used with re-

B
spéct) t0 a registered securities association means
any broker of dealer who agrees to be regulated
by’such, association and with"respect to whom the
association undertakes to enforce compliance with

* As used here and elsewhere in the Securities Exchange
Act of 1934, “Commission” means the Securities and
Exchange Commission.
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the provisions of this title, the rules and regula-
tions thereunder, and its own rules.

(4) The term “broker” means any person en-
0aged In the business of effecting transactions in

Securities for the account of othérs, but does not
|ncFude a bank.

(5) The term “dealer” means any person en-
gaged in the business of buying and”selling secu-
rities for his own account,”though a broker or
otherwise, but does not include & bank, or any
Rerson Insofar as he buys or sells securities for
IS own account, either “individually or in some
Edu_mary capacity, but not as a part of a regular
SIS,

_(6%_ The term “bank” means (A) a banking, in-
stitution organized under the laws of the United
States, (B) ‘@ member bank of the Federal Re-
serve System, (C) any other banking institution,
whether incorporated or not d0|n([1J business under
the laws of any State or of the United States, a
substantial portion of the business of which con-
sists of recejving deposits or exercising fiducia

owers similar “to those. permitted 0 nationd
anks under section 11 (k) of the Federal, Reserve
Act, as amended, and which is supervised and
examined by State or Federal authority having
supervision ‘over banks, and which is not oper-
ated for the purpose of evading the provisions
of this title, and (D) a receiver,” conservator, or

ther liquidating agent of any institution or firm

Included in clauses (A), (B), or (C) of this
paragraph.
(8)  The term “issuer” means any person who

ISSUES Or Proposes o Issug. any security; except
that with pre pect to certificates of dteyposn fgr
Securities, voting-trust, certificates, or collateral-
trust certificates, or with respect to cerfificates of
Interest or shares In an unincorporated investment
frust not having a board of directors or of the
fixed, restricted” management, or unit type, the
term’ “issuer” means the person or persons per-
forming the acts and assuming the duties of de-
Posnor or manager pursuant to the provisions of
he trust or other agreement or instrument under
which such securities are issued; and except that
with respect to equipment-trust certificates or like
securities, the term “issuer” means the person by
whgm the equipment or property is, or is to be,
used.,
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(9) The term “person” means a natural person,
company, government, or political subdivision,
agency, or nstrumentality of a government,

1YThe ferm “security” means any _note,
stock, treasury stock, bond, debenture, cértificate
of interest or participation in any proflt-sh,anngi
agreement or in anX il gas, or other minerd
royalty or lease, any collateral-trust certificate,

reorPamzatlon certificate or subscription, trans-
erable share, investment contract, voting-trust
certificate, certificate of deposit, for a security,
or in general, any instrument. commonly known
as @ “Security”; or any certificate of interest or
Partlupauon In, temporary or interim certificate
or, receipt for, or warrant or right to subscribe
to or purchase, any of the foredoing; but shall
not include currency or any note, draft, bill of
exchange, or banker's acceptance which has a
maturify at the time of issuance of not exceeding
ning months, exclusive of days of grace, or any
renewal thereof the maturity of which is likewise

limited.

(11) The term “equity security” means an
stock ‘or similar Security; Or any sécurity convert-
ible, with or without Consideration, into such a
Security, or carrying any warrant or right to sub-
scribe 0 or purchase such a security; or any such
warrant or nght' or arrlx other SGCUI’_I%_ which the
Commission Shall deem to be of similar nature
and consider necessary or %oproprlate, by, such
rules, and requlations as it may prescribe”in the
Publlc IntereSt or for the protection of Investors,
0 freat_as an equity security. _

(12) The term _exemJ)ted security” Qr “ex-
empted securities” includes securities which are
direct obligations of, or obligations quaranteed as
to principal, or. interest by, the United States;
such securities issued or glaranteed by corpora-
tions in which the United” States has @ direct or
Indirect interest as shall be designated for exemp-
tion by the Secretary of the Treasury as necessary
or appropriate. in the public interést or for the
protection of investors, municipal . securities, as
defined in_section 3(a)(29) of this title: Provided,
however, That municipal’ securities shall not be
deemed to be “exempted securities” for purBoses
of sections 15 15A (except sufsections ( )562,
(0)(II), and (9)(2) thereof), and 17A of this fitlé;
any interest oF participation in any common trust
fund or similar fund maintained"by a bank ex-
clusively for the collective investment and re-
Investrrient of assets contributed thereto by such
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bank in its capagity as trustee, executor, admin-
Istrator, or guardian; any Interest or Jaartlupatlon
I a collective trust fund maintained by a_bank
or In a separate account maintained by ‘an jnsur-
ance company which interest or participation is
Issued In confection with (A) a stock bonus, pen-
sion, or Proflt-shan_n plan which megts the re-
uirements for qualification under section 401 of
the Internal Revenue Code of 1954, or (B) an
annwt[y plan which megts the requirements for the
deduction of the employer’s contribution under
section 404@(2) of such Code, other than
any plan described in clause (A) or (B) of this
paragraph which covers employees some or all
of whom are employees withiri the meaning of
section, 401(c)(1) of such Code, and such other
securities, (which may include, among, others, un-
registered Securities, the market_in which is pre-
dominantly intrastate) as the Commission may,
by such _fules and regulations as it deems con-
sistent with the public”interest and the protection
of Investors, either unconditionally or upon speci-
fied terms and conditions or for stated periods,
exempt from the operation of any one or more
provisions of this title which by ‘their terms do
not apply to an “exempted seclrity” or to “ex-
empted_Securities.
_ @3() The terms “buy” and “purchase” each
incluce an}/ contract to' buy, purchase, or other-
WIS acquire. _
(14) The terms “sale” and. “sel|” each include
any contract to sell or otherwisg dispose of.

(16) The term “State” means any State of the
United States, the District of _Columbaa, Puerto
Rico, the Canal Zgne, the Virgin Islands, or any
other possession of the United™States.

Sec. 3. (tg The Commission and the Board of
Governors Of the Federal Reserve System, as to
matters within their respective jurisdictions, shall
have power by rules and regulations to define
technical, tradg, accounting, and other terms used
in this title, congistently With the provisions and
purposes of this title.

[U.S.C, title 15, sec. 78c]
National securities exchanges

Sec. 6. (@) An exchange may be registered as
a national securities exchange under the terms
and conditions hereinafter provided in this sec-

tion and in accordance with the provisions of



section 193 a) of this fitle, bly frlrng with the Com-
mrssron %)glrcatron for' regitration In such
form as t mmission, b rue may prescribe

containin the rules of thé exchange’ and such
other informatjon and documents & the Com-
mission, by rule, may prescribe as necessary or
appropriaté in the public interest or for the pro-
tection of investors.

An exchange shall not be registered as a

national securities exchange unless the” Commis-
sion determines that—

(1) Such exchange is so organized and has the

capacity to be able t0 carry qut the purposes of
this title and to comply, and (Subject to any rule
or order of the Comission. purstant to section
17(d) or 19(c)(2) of this title) to enforge compli-
ance by its members and persons associated with
its members, with the provisions of thls t|tle the
rules and regulations thereunder, and the rules o

the, eychangé.

6)
s&)ectto any rule or order
ursuant to sectron 17(d) or 19
|ts members and
ners shall
tion of the provisions of “this title, the rules or
re ulatrons tereunder or the_rules, of the ex-
% expulsion, suspension, limitation of
actrv ities, unctrons and 0 ratrons fine, censure
being suspended or barred from berng assoclated
with"a member, or any other fitting sariction.

* k %

of the C
)(92) of th|s t|tIe)
persons associated with Its mem-

[U.S.C, title 15, sec. 78f]
Margin requirements

See, 7. ga ) For the purp se of preventing the
excessive USe of credit Tor t e purchase or car

Ing, of securities, the Board of Governors of the
Federal Reserve System shall, prior to the effec-
tive date of this_section and from time to time
thereafter, prescribe rules and re%ulatrons with re-
spect to the amount of credit thal may be initially
extended and subsequently maintained on any s-
curity (other than an exempted security). For the
Initid extensron of credit, such rules and regula-
tions shall be based upon the following standard:
An amount not greater than whichéver is the

higher 0
gtl) 55 per centum of the current market price
of the security, or

() 100 per centum of the lowest market price
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of the security during the recedrn th|rtysrx
calendar mon 5, but notk ore th
centum of the current market price,
Such rules, and requlations may make appropri-
ate provision With respect to” the carrying of
undermargined accounts for limited ﬁenods and
under specified condlitions; the withdrawal of
funds or securtties:. the substitution or additional
urchases of securities; the transfer of accounts
rom_one lender to another; special or_different
margrn re uirements for delayed deliveries, short
sales, arhi rage transactions,” and  securities o
wh |ch parag 2) of this subsection does not
ag,o he Dases and the methods to be used in
cufatrnfg 0ans, and margins and market prices;
and simi ar administrative adJustments and ge-
tails. For the purposes of 3o aﬁrao 2) of this
subsection, until July 1 1936, the fowest pnce a
which a securrty h assof d on or after July 1 1933
shall be considered as the lowest price. at which
such security has sold during the preceding thirty-
six calendar” months,

b) Notwithstanding the provisions of subsec-
tion (@) of this section, the Board of Governors
of the Federal Reserve System, may, from time
o time, with respect to all or specified securities
or transactions, or classes of securities, or classes
of transactions, by such rules and regulations (1
prescribe such Tower margin requirements for t
Initial extension or mairtenance of credit as it
deems necessary or appropriate for the accommo-
dation of comrerce and Industry, having due re-
garp %o the eneBeI credit hlt atron of the countlIy

prescri suc er margin. require
ments for the initial extensron or marntenance
of credit as it may deem necessa?/ or apgropnate
to prevent the excessive use of Credit to finance
tranjactrons |n securitie

—

(c) 1t shall be unl aw?ul for any member of a
national securities exchange or any broker or
dealer, directly or indirectly, to exténd or main-
tain credt or arrange for the extension or mainte-
nance of credit to Or for any customer—

(1). On any security (othér than an exempted
security), in contraventlon of the rules and requ-
lations which the Board of Governors of the
Federal Reserve System shall prescrrbe under
subgsections (az ang {b) of this section;

(2) Without collateral or on any collateral
other than securities, except in accordance with
such rules and requlations as the Board of Gov-
ernors of the Feceral Reserve System may pre-
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scribe (A).to permit under specified conditions
and for-a limited period any such member, broker,
or dealer to maintain a credit mmallP/ extended in
conformity with the rules and regufations of the
Board of ‘Governors of the Federal Reserve _S)(s-
tem, and (B) to permit the extension or mairite-
nance of Crédit In cases where the extension or
maintenance of credit is not for the_purpose of
purchasing or carrying securities or of evading or
circumventing the provisions of paragraph (1) of
this subsection.

_ Sd)[ It shall be unlawful for any person not sub-
ject to su

bsection (c)nto extendl or maintain creclit
or to arranlge for the extension or maintenance
of credit for* the purpose of purchasing or carry-
ing.any security, in contravention of such rules
ang re?ulatlons as the Board of Governors of the
Federal Reserve System shall prescribe to pre-
vent the excessive se of credit for the purchasing
or carrying of or trading in securities In circunt-
vention” of" the other provisions of this section,
Such rules and requlations may jmpose upon all
loans, made for. the purpose “of purchasing or
garrymg securities limitations similar to hose
Imposed upon members, brokers, or dealers by
subsection (c% of this section and the rules, and
re?ulatlons thereuncer. This subsection and the
rules and regulations thereunder shall not appg(

rdli

exempted security, f(C?\to a |oan to a dealer to, aid
I the financing of the distribution of securities
to customers not through the medium of a na-
tional securities exchange, (D) to a_loan b'y a
bank on a security other’ thah an equity securty,
or (E) to such other loans as the Board of Gov-
ernors of the Federal Reserve System shall, by
such rules and regulations as it mmiay deem neces-
sary or appropridte in the public interest or for
the” protection of Investors, exempt, either uncon-
dltlonaII)( or upon specified terms and conditions
or for stated periods, from the operation of this
suk(stectlon and the rules and regulations there-
undr.

* % %

(A1) It is unlawful for any United States
Ber_son or any foreign person “controlled by a
nifedl States Person Or acting on behalf of of in
conjunction with such person; to obtain, receive,
or enjoy the beneficial use of a loan or other ex-

tension“of credit from any lender (without regard

org/

Federal Reserve Bank of St. Louis

Eﬁl%té’oﬁr!é’a{)‘f b 1% o on a1

to whether the lender’s office or place of business
IS in a State or the transaction occurred in whole
or In part within a_State) for the purpose. of (A)
urchasing or carrying United States securities, or
EB purchasing of carrying within the United
tates of any other securities, if, under this sec-
tion or rulés and regulations prescribed there-
under, the loan or Other credit fransaction is
prohibited or would be prohibited if it had been
made or the transaction had otherwise occurred
In a lender’s office or other place of business in

a State.

Q For the purposes of this subsection—

) The term “United States person™ includes
a person which is organized or exists under the
laws of an_){_ State or;.in the case of a natural
person, a citizen or resident of the United States;
a domestic estate; or a trust in which one or more
of the foregoing,_persons has a cumulative irect
or indirect tenéficial Interest in excess of 50 per
centum of the value_ of the trust.

(B). The term “United States security” means a
security (other than an exempted security) Issued
b%/ a person incorporated under the laws_of any
State, or whose principal place of business is
within a State. .

(C) The term “foreign person controlled by a
United, States person” includes any nongorporate
enél,fy In which United States persons directly or
Inqlirectly have more than a 5 Per centum ene-
ficial Interest, and any corporation in which one
or more United Statés persons, directly or indi-
rectly, own stock possessing more than 50  per
centdm of the total.combined voting power of all
classes of stock entitled to v?te, or more than 5?
per centum of the total value of shares of all
classes_of stack.

3) The Board of Governors of the Federal
Reserve System may, in its discretion and with
due regard for the purposes of this section, b
rule or regulation exempt any class of Unite
States persons or foreign' persons controlled b%_a
Urg)lteolt ‘States person from the application of this
Subsection.

(US.C., title 15, sec. 78g]

Restrictions on borrowing by members, brokers,
and dealers

sec. 8. It shall be unlawful for any registered
broker or dealer, member of a national securities
exchange, or broker or dealer who transacts a



business in_securities throu%h the medium of any
meTber of a r]atlonal Securities exchange, di-
rectly or indirectly—

(@) To borrow in the ordinary course of busi-
ness as a broker or dealer on any security (other
than an exempted security) registered on a na-
tional securities exchange except (1) from or
through @ member bank” of the Federal Reserve
System, (2) from. anY nonmember bank which
shall_have filed with the Board of Governors. of
the Federal Reserve System an agreement, which
I still ‘in force and Which is_in" the form pre-
scribed by the Board, undertakmq:to comply with
all provisions of this Act, the Federal Reserve
Act, as amended, and the Banking Act of 1933,
which are applicable to member banks and which
relate to the use of credit to finance transactjons
In securities, and with such rules and requlations
as may be Tprescnbed pursuant to such provisions
of law or for the purpose of preventing evasions
thereof, or (3) In accordance with such”rules and
requlations as the Board of Governors of the Fed-
eral Reserve System may prescribe to permit loans
between such” member§ ‘and/or brokers and/or
dealers, or to ﬁermlt loans to meet emergency
needs. Any such agreement filed with the Boar(l
of Governors of the Federal Reserve System shall
be subject to termination at any time by order of
the Board, after appropriate notice_and oppor-
funity for hearing, hecatise of any failure by such
bank to comply”with the provisions thergof or
\t/_vlth such - provisions. ﬁ‘fllawl otr rulefs orhregula-
jons; and, Tor any wjllful violation of such agjree-
ment, sugh gani %h_al be subject to the penalties
provided for violations of rules and requlations
P_rescnbed under this_title. The provisionS of sec-
|?ns 21 and 25 of this title shall a&p% In the case
of any such proceeding or order of the Board of
Governors of the Fedéral Reserve System in the
same manner &s such provisions apply in the case
of Broceedmgs and orders of the Commission.

. (0) In contravention of such rules and regula-
tions as the Commission shall prescribe for” the
Protectlon of investors to hypothecate or arrange
or the hypothecation of any securities carried for
tr11)e atlrc]c?un_tI Iof any customer under circumstances

at Wi
Eles without his written consent with'the securities
of anY_ other customer, (2) that will permit such
securities to be commingled with the Securities of
any person other than a bona fide customer, or
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(3) that will permit such securities to be hypothe-
cated, or subjected to any lien or claim of the
pledgee, for & sum in excéss of the aggregate In-
debtédness of such customers In respect o such
Securities. .

() To lend or arrange for the lending of any
Securities carried for the account of any customer
without the written consent of such customer or
I contravention of such rules and requlations as
the Commission shall prescribe for the protection
of investors.

[*U*.§.C., title 15, sec. 78n]

Trading by members of exchanges, brokers, and
o Jealers

sec, 11. (0) It shall_be unlawful for a mem-
ber of a national securities exchange who is both
a Cealer and a broker, or for any person who
both as a broker and a dealer transacts a business
In Securities throu?h the medium of a member or
otherwisg, to effect through the use of any facilij
of a national securities exchan%e or of the maifs
or of any means or Instrumentality of Interstate
commerce, or otherwise in the case”of a member,
#1) any transaction in connection with which -
ectly Or indirectly, he extends or maintains or
arranges for the “extension or maintenance of
credit™to or for a customer on an%/ security (other
than an exempted security) which was a’part of
a new issue in the distritdtion of which he par-
t|C|Bated. 8 a member of a sellln% syndicate or
gro p within thirty aays prior to such transaction:
rovided, That cregit shall not be ceemed ex-
tended by reason of a bopa fide delayed delivery
of any sich security against full payment of the
entire pUrchase price thereof upon such delivery
within thirty-five days after such purchase, * *

[Y.S.C, title 15, sec. 78k]
Regisfrafion of securities

sec. 12, () ANy Security for which un-
listed trading privileges are confinued or extended
pursuant to this subsection shall be deemed to be
registered. on a natjonal securities exchange within
the meaning of this Title, * * *

[USC, title 15, sec. 78/]

Accounts and, records, reports, and
examinations
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sec. 17. (0) Any. broker, dealer, or other per-
son extending credit who IS subject to the rules
and regulations prescribed by thé Board of Gov-
ernors 0f the Federal Resenve System pursuant to
this title shall make such reporfs to the Board as
It may require as necessary or appropriate to en-
able it to Perform the functions conferred upon
It by this title, If any such broker, dealer, or other
Person shall fail to'make any such report or fail
to furnish full information therein, or, if in the
judﬁment of the Board it is otherwise necessary
Such broker. dealer, or other person shall pernfit
such inspections o be made_ by the Board with
respect to the business operations of such broker,
dealer, or other person as the Board may deem
necessary to enable 1t to obtain the required
Information.

[Y.S.C, title 15, sec. 78q]

Rules, regulations, and orders; annual reports

Sec. 23, (z%)(l?] The Commission, the Board of
Governors of ‘the Federal Reserve System, and
the other agencles enumerated in section 3(a)(34)
of this titleshall each have power to make such
rules and regulations as may be necessary or
appropriate 10 implement the’ provisions of this
title for which they are responsible or for the
echutlon of thfe functions vested IP them by this
title, and may for such purposes classity persons,
Securitles, transactions, - statements, applications,
reports, and other matters within their” respective
) ?rescnb_e greater, lesser, or
different requirements for different classes thereof.
No_provision of this title imposing, any liability
shall” apply to any act done or omitted in good
faith In_ conformity with a rule, regulation, or
orer of the Commission, the Board of Gover-
nors of the Federal Reserve System, oth?r agency
enumerated in section 3(a)(34) of this title, of any
self-requlatory organization, notwithstanding that
such rule, requlation, or order may thereafter be
amended or escinded or determined by judicial
or pther authority to be invalid for any Teason.

[W.SCx title 15, sec. 78w]

Unlawful representations

sec..20. N0 action or failure to act by the
Commission or the Board of Governors gf the
Federal Reserve System, in the administration of

http://fraser.stlouisfed.org/
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this title shall be construed to mean that the par-
ticular authority has in any way passed upon the
merits of, or given approval t0, any security or
any transaction or transactions theréin, nor Shall
such action or failure fo act with regard to anﬁ
statement or report filed with or examined by suc
authority pursuant to this title or rules and regu-
lations. thereunder, be deemed a finding by stich
authority that such statement or report is true
and accUrate on its face or that it is not false or
misleading. 1t shall be unlawful to make, or cause
to be made, to any prospective purchaser or seller
of a security any representation that any such
action or failure to act by any such authority is
to be so construed or has such effect.

[.S.C, title 15, sec. 782]

Validity of contracts

Sec. 29. (a) Any condition, stipulation, or pro-
vision binding any person to waive compliance
with any provision of this title or of any rule or
regulation thereunder, or of any rule of an ex-

change required thereby shall be void.

(b) Every contract made in violation of any
rovision of this title or of any rule or regulation
hereunder, and_ every contract (including an
contract for listing a” security on an exchangej
h?]r,eﬁ)fore r hereafter made the 8erformance 0

ch Jnvolves the violation of, Qr the continu-
ance of any. relationship or practice In violation
of, any provision of this title or any rule or I’e%lql-
lation thereunder, shall be void (1)°as regards
right of any Person who, In violatlon of any such
provision, fule, or requlation, shall have made or
engaged In the performance of any such contract,
an %2) & regards the rights of any person who,
not Deing a party to such contract, shall have
acquired any ngh thereunder with actual knowl-
edge of the“facts by reason of which the mak_lng
or “performance of Such contract was in violatio
of any such provision, rule or requlation; * * *

(c).'Nothing in this title shall be construed (1}
to atfect the Validity of any loan or extension
credit (or any extension or renewal thereof) mage
or of any lién created prior or subsequent to the
enactment of this title, unless a the time of the
making of such loan or extension of credit (or
extension or renewal thereof) or the creating of
such lign, the person making'such loan or exten-
sion of crealit (or extension” or renewal thereof)



or acquiring such lien shall have actual knowledge
of facts by reason of which the makm_% of su
loan or extension of credit, (or extension or re-
newal thereof) or the acquisition of such lien is
a violation of the provisions of this title or any
rule or requlation thereunder, or (2) to afford a
defense tothe collection of any debt or obligation
or the enforcement of any lien'by any person who
shall have acquired such” ebt, dbligation, or lien
In good faith for value and without actual knowl-
edge of the violation of anK provision of this title
or-any rule or regulation thereunder affecting the
Iegall%/y of such cebt, obligation, or lien.

[U.S.C, title 15, sec. 78cc)]

Foreign securities exchanges

sec. 30. (3) It shall e unlawful for any broker
or dealer, directly or indirectly, to make use of
the mails or of any means or”instrumentality of
Interstate commerce for the purpose of effecting
on an exchange not within or subject to the juris-
diction of thé United States, any transaction in
any security the Issuer of which 1s a resigent of,
or’is organized unger the laws of, or has its prin-
cipal place of husiness in, a place within or sub-
Ject to the jurisdiction of the United States, in
contravention. of such rules_and requlations as
the Commission may Ipre_scnbe as recessary or
appropriate. in the pablic interest or for the pro-
tection of investors or to prevent the evasion of
thl%b)tltle.
or reﬂulatl?n theLeunder shall

Person Insorar as ne transacts a BSEIY%)SEWH tS%CSW
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ties without the iurisdiction_of the United States,
unless he transacts such business in contravention
of such ruI_ebs and regulations as the C_O{nr?lssmn
may prescribe as necéssary or appropriate to pre-
ve t?he evasion 0? this %e. PRrop P

[y.g‘,C* title 15, sec. 78dd.]
Perelties

sec. 32. (3) Any_person who willfully violates
any provision of this title, or any rule or requla-
tion ‘thereunder the violation of which is made
unlawful or the observance of which is required
unger the terms of this title, or any person who
willfully and knowingly makes, or”causes to be
made, any statement in any application, repart,
or document required to_be filed under this title
or any rule or requlation thereunder or any
undertaking contained. in @ registration statement
as provided in subsection () of section 15 of this
title or by any seIf-requ atory organization in
connectiori with an application for” membership
or. participation therein or to become associated
with a member thereof, which statement was false
or misleading with_ respect to any material fact,
shall upon conviction be fined ot more than
$10,000, or imprisoned not more than five years,
or both, except that when such person is dn ex-
change, a fine not exceedlnﬂ $500,000 may be
Imposed; but no person shall be subject tg im-
prisonment under this section for the violation
of any rule or regulatlon if he proves that he

fnowledge f such rule or regulation.

[US.C, title 15, sec. 78ff]
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