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The Treasury Investment Program

Direct Investment Option

The Treasury periodically invests a portion of its operating cash directly into the
note balance of direct investment program participants and credits your reserve/
clearing account or a designated correspondent’s account. The minimum amount
of a direct investment is $100,000.

If your institution already has enrolled as a note option depositary, and also would
like to participate in the Direct Investment Program, simply complete an “Offer to
Receive Direct Investments” form. Direct investments are distributed solely on
the basis of capacity (the difference between your pre-approved maximum note
balance and the actual note balance).

Direct investments are distributed among participating institutions according to
one of the following types of notification:

a. One Day Prior Notice – Each institution enrolled for a one-day prior notice
will receive notice of a direct investment one business day prior to the day
the funds are credited to the note balance.

b. Same-Day Notice – An institution enrolled for a same-day notice will receive
some direct investments for which notification will be issued on the same
day that funds are to be credited to the note balance.

A financial institution enrolled as a “same-day notice” participant is enrolled
automatically as a “one-day prior notice” participant as well.

Special Direct Investment Option

If your institution participates in the direct investment program, you also are eligible
to receive special direct investments. Special direct investments are similar to direct
investments, except that the collateral used to secure special direct investments
may be held in an off-premise collateral (OPC) arrangement. Your institution must
qualify to secure borrowings (advances) from the discount window under the off-
premises procedures that the Federal Reserve Bank has established for that purpose.

If your institution wishes to participate in the special direct investment program,
you must submit a completed “Application Form for Special Direct Investments”
and a completed “Agreement to Secure Special Direct Investment.” The Federal
Reserve Bank will notify qualified institutions of acceptance and provide instructions
to establish the OPC arrangement. When terms of the arrangement are satisfied,
institutions will start receiving special direct investments whenever placed by the
Treasury. Special direct investments are distributed solely on the basis of special
direct investment capacity, (the difference between the dollar value of collateral
pledged under the OPC arrangement, and the current special direct investment
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balance). As with direct investments, special direct investments can be distributed
with a one-day prior notice, or same-day notice, in accordance with the institution’s
election. Institutions electing the “same-day” notice option automatically are
enrolled in the “next-day” notice program.

Special direct investments are added to an institution’s note balance as of the
calendar day that the funds are credited to the institution’s reserve account. Interest
accrues on special direct investments as of that date and will be calculated in the
same manner as all other interest on funds in the note balances. Announcements
and withdrawals of special direct investments are made by the same call-notice
practices used for withdrawals from and placement of funds in class C note option
depositaries. Special direct investments are withdrawn within 21 days after
placement, although at times they may be reinvested for an extended period up
to 21 additional days.
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The following page highlights the daily flow of funds in a note balance. Tax payments
post into the note balance in the form of EFTPS ACH debits or credits, advices of
credit, EFTPS non-value (typecode 1090) Fedwires, and Fedline ETA transactions.
Investments post into the note balance from the direct investment program or
special direct investment program.

Treasury calls reduce a note balance and result in a debit to your institution’s
reserve account. You have the flexibility in managing the note balance by increasing
or decreasing the maximum balance. By increasing the maximum balance, you
open your balance to additional deposits. By reducing the maximum balance below
the level of your current note balance, you generate an administrative withdrawal,
or “drawdown,” resulting in a debit to the reserve account and a reduction in the
note balance.

Adjustments for overpayments to the Internal Revenue Service (IRS) are credited
to your reserve account. Adjustments for underpayments to the IRS are posted to
your note balance.

The accompanying chart identifies the time of day when these different payments
post to the note account and the reserve account, as well as when you are notified.


