CREDIT BY BANKS AND PERSONS OTHER THAN
BROKERS OR DEALERS FOR THE PURPOSE OF
PURCHASING OR CARRYING MARGIN STOCK

(REGULATION U)

REVIEW CONSIDERATIONS

Review Considerations

Review Area

Requirements / Recommendations

Policy/Procedures

Adopt policy and comprehensive procedures for
implementing Regulation U.

Coverage

Regulation U applies to credit unions that make
loans secured by margin stock.

Exemption

A credit union may extend and maintain purpose

credit without regard to the provisions of this part,

except for Sec. 221.3(b)(1) and (3), if such credit

is extended:

* To an employee stock ownership plan (ESOP)
qualified under section 401 of the Internal
Revenue Code (26 U.S.C. 401).

Reporting

Registration (§221.3(b))

A credit union becomes subject to Regulation U

and must register with the Federal Reserve Bank in

whose District it is located when it meets one of

two threshold tests for the amount of margin-stock-

secured credit extended or outstanding:

e 1 $200,000 or more in such credit was
extended in the most recent calendar quarter; or

* [fat any time in the most recent calendar
quarter the amount of margin-stock-secured
credit outstanding was $500,000 or more.

To register, a credit union must complete Federal
Reserve Form G-1 within 30 days of the end of the
calendar quarter in which one of the two threshold
tests is met.

Annual Report (§221.3(b)(3))
A registered credit union must file an annual
report, Federal Reserve Form G-4, within thirty




days of June 30. This form will be supplied by the
Reserve Bank before June 30.

Borrower’s Statement (§221.3(c)(1)(ii))

Federal Reserve Form G-3 must be completed
when a registered credit union extends credit
secured by any margin stock. This form must be
completed and signed by both the borrower and the
credit union.

Deregistration Statement (§221.3(b)(2))

A registered credit union is eligible to deregister if,
during the preceding six calendar months, no more
than $200,000 of credit secured by margin stock is
outstanding. Federal Reserve Form G-2 is the
Deregistration Statement.

Maximum loan value

* The maximum loan value of any margin stock
is fifty percent of its current market value.

* The maximum loan value of nonmargin stock
and all other collateral except puts, calls, or
combinations thereof is their good faith loan
value.

* Maximum loan value of options. Except for
options that qualify as margin stock, puts, calls,
and combinations thereof have no loan value.

Record Retention

No specific time frame is provided in the
regulation for record retention. However,
institutions should maintain documentation
(typically a copy of the report filed) for examiner
review. Examiners should also be able to
determine timeliness of the reports based on credit
union records.

Training Provide training to loan officers involved in
making margin-stock-secured loans.
Updating Update policies and procedures to reflect changes

in the regulation.

Internal Review

Conduct an internal review at least annually to
assess compliance with the regulation and
conformity of the credit union’s practices with its
policies and procedures.
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