6/26/2017 FRB: Frequently asked questions (revised January 12, 2009)

What's New - What's Next - Site Map - A-Z Index - Careers - RSS - All
Videos - Current FAQs - Contact Us Search |

Board of Governors of the Federal Reserve System

Il Federal Open Market Home
Committee

B Creditand Liquidity  Term Auction Facility Questions and Answers
Programs and the
Balance Sheet

e entation What is the Term Auction Fadility? - Other Formats
Terms and Conditions for Term Auction Facility = 47 KB PDF
Reports Eligibility

Bidding Process
Auction Process

Notification and Award Process
Collateral and Collateralization
Non-Collateral Terms
Miscellaneous

I. What is the Term Auction Facility ("TAF")?

In view of the pressures evident in short-term funding markets, the Board of Governors of the Federal Reserve System
(the "Board") has approved the establishment of a temporary Term Auction Facility ("TAF") program in which the Federal
Reserve will auction term funds to depository institutions.

The TAF is a credit facility that allows a depository institution to place a bid for an advance from its local Federal Reserve
Bank at an interest rate that is determined as the result of an auction. By allowing the Federal Reserve to inject term
funds through a broader range of counterparties and against a broader range of collateral than open market operations,
this facility could help ensure that liquidity provisions can be disseminated efficiently even when the unsecured interbank
markets are under stress.

Summary of TAF Parameters

Many of the criteria and parameters for the TAF are discussed in detail below. In short, the TAF will typically auction term
funds of 28-day or 84-day maturity, depending on the Auction. All depository institutions that are judged to be in generally
sound financial condition by their local Reserve Bank and that are expected to remain so over the terms of TAF loans are
eligible to participate in TAF auctions. All TAF credit must be fully collateralized; loans for which the remaining term to
maturity is more than 28 days are subject to additional collateralization requirements stated below. Depositories may
pledge the broad range of collateral that is accepted for other Federal Reserve lending programs to secure TAF credit. The
same collateral values and margins applicable for other Federal Reserve lending programs will also apply for the TAF.
Other key parameters of the TAF are listed in Table 1 below.

Back to Top

II. Terms and Conditions for Term Auction Facility

See the Terms and Conditions for Term Auction Facility, as amended and supplemented from time to time (the "Terms
and Conditions") at http://www.federalreserve.gov/monetarypolicy/taf.htm

Back to Top

111 Eligibility

What firms may bid for TAF Advances?
A depository institution ("DI") or a branch or an agency of a foreign bank which, at the time the Bid is made:

(i) has executed the Letter of Agreement to OC-10 and all other related documents in form and substance
satisfactory to its Local Reserve Bank, which documents are on file with its Local Reserve Bank at the time
a Bid is made;

(ii) is eligible for Primary Credit (is in generally sound financial condition as determined by its Local Reserve
Bank) and is expected to remain so during the term of the advance; and

(iii) has pledged assets to its Local Reserve Bank to secure any Indebtedness under OC-10.

Such DI or branch or agency of a foreign bank which submits a Bid for TAF Advances is a "Participant”.
Table 1: Term Auction Facility Parameters

TAF Rate Fixed-rate determined via centralized single-price auction.
28-day or 84-day term as specified in the Announcement; may differ slightly to reflect

Term holiday scheduling issues.

Any collateral eligible to secure discount window loans. Reserve Banks' standard
Collateral : :

valuation and haircut procedures apply.
Auction Cycle

Standard Auction Schedule*

Auction Announcement: Monday, 10:00 a.m. ET

Bid Submission: Monday, 11:00 a.m. to 12:30 p.m. ET
Announcement of Results: Tuesday, 10:00 a.m. ET
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Notification of winning bidders: Tuesday after Announcement of Results
Settlement Date: Thursday

*Note: Some variation may be necessary to accommodate holidays.

Minimum Bid

Amount; Bid $5 million; additional Bid increment in $100,000.
Increment

Minimum

Award $10,000

Increment

Maximum
Number of Bids Two
per Participant

Maximum Bid
Amount
Aggregated
Across All Bids
for a Participant

Total propositions for up to two Bids should not exceed a specified percent of
announced Offering Amount for the Auction.

Maximum TAF

Available to

Any Single A Participant may not submit an aggregate Bid amount in an Auction which, if such
Participant, aggregate Bid amount were accepted in full, would cause it to fail to comply with the
based on collateralization requirement set forth below.

Margined

Collateral Value

The aggregate sum of all Advances outstanding with a term to maturity of more than
28 days shall not exceed 75% of the Collateral Value of the Collateral available to
secure such Advances. A participant may not request any Advance of more than 28
days which, if extended by a Reserve Bank, would cause it to fail to comply with the
foregoing collateralization requirement.

Collateralization

Requirement If, as a result of other Advances, the foregoing collateralization requirement is not met,

for an Advance the Participant is required to pledge additional Collateral with two (2) Business Days to

of More Than  cover the shortfall, failing which the Reserve Bank may exercise its remedial rights

28 Days under OC-10.

Notwithstanding the foregoing, this collateralization requirement does not apply to (i)
any Advances made before July 30, 2008, (ii) any Seasonal Credit, (iii) an Advance
with a remaining term to maturity of 28 days or less, or (iv) an Advance with a
remaining term of maturity of 29 days, the 28th day of which is not a Business Day.

Those eligible for primary credit--that is, those that (i) are in generally sound financial
condition and expected to remain so during the term of the advance as determined by
the respective Local Reserve Bank; (ii) have executed OC-10 and related documents;
and (jii) have pledged assets to the Local Reserve Bank to secure OC-10
Indebtedness.

Eligible
Depositories

Prepayment Not permitted.

If a Participant ceases to qualify for primary credit while any TAF Advance is
outstanding, the lending Reserve Bank may, in its sole discretion, accelerate the
repayment of such Advance, which Advance is then immediately due and payable.

Acceleration of
TAF Advances

Minimum Bid Set at a level equal to the rate of interest that banks earn on excess reserve balances.

Rate
Auction Announced quantity determined by the Chairman of the Board of Governors, upon
Amount recommendation of the SOMA Manager.
Branches and agencies of foreign banks bid through their local Reserve Banks. With
respect to a foreign bank with multiple branches and/or agencies which qualify to
participate in an Auction, the following terms apply: (i) each such branch or agency
Foreign may submit a maximum of two Bids; (ii) the collateralization requirement set forth
Branches above applies to each branch or agency; and (iii) a foreign bank, as a whole, may not

submit more than two interest rates and the aggregate amount of all Bids submitted by
all branches and agencies of a foreign bank may not exceed the Maximum Bid
Amount.

How much TAF credit may Participants bid for at auction?

See Section I.b. and I.d. in the Terms and Conditions. For foreign banks with multiple U.S. branches and/or agencies, see
Section |.e. in the Terms and Conditions.

The offering amount and the Maximum Bid Amount are specified in the Announcement for each Auction. At present, the
Maximum Bid Amount that may be submitted by a Participant shall not exceed 10% of the Offering Amount.

Will each branch or agency of a foreign bank be treated as a separate Participant?

Each U.S. branch or agency of a foreign bank that is eligible to participate in the Auction can submit Bids as a separate
Participant to its Local Reserve Bank. However, a foreign bank that has multiple branches and/or agencies is subject to
the single bidder rules set forth in Section I.e. in the Terms and Conditions. Awards are booked by the Local Reserve
Banks to the branches or agencies in their respective districts.
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IV. Bidding Process

How does a Participant submit a Bid to the TAF?

A Participant that wishes to submit a Bid at TAF Auctions should call its Local Reserve Bank's normal toll-free discount
window telephone hotline during the period between the Opening Time and Closing Time on the Bid Submission Date as
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stated in the Announcement for each Auction. The caller should be prepared to specify the following:

« the Participant's name and ABA number

e Authorized Submitter(s'") 1 Name(s) and contact number(s)

* the requested amount of each Bid

¢ the interest rate (expressed as an annual rate to three decimal points for each Bid)

If a Participant wishes to submit two Bids, it must identify and submit both Bids on the same phone call to the Local
Reserve Bank.

The Reserve Banks' toll-free discount window telephone hotline numbers can be found on
http://www.frbdiscountwindow.org/map.cfm?hdriD=23&dtIID

To be considered submitted, all Bids should meet all of the terms in the Announcement as well as the Terms and
Conditions.

Does the person who submits a Bid on behalf of a Participant need to be authorized to borrow on behalf of the
Participant?

Yes. The individual who submits a Bid on behalf of a Participant should be the one authorized to make a borrowing
request on behalf of and commit the Participant to the terms of an Advance under OC-10 with its Local Reserve Bank (the
"Authorized Submitter"). Those Participants that require two members of their own staff to request an Advance under OC-
10 would be expected to observe the same standard for submissions of Bids in the TAF.

During what hours can Participants bid?

Bidding times and the Bid Submission Date will be specified in the Announcement for each Auction. Participants are
advised to submit their Bids as early in the bidding window as is possible, to ensure that they get through to their Local
Reserve Bank's discount window telephone hotline between the Opening Time and Closing Time.

The Opening Time and Closing Time during which a participant may submit Bids will generally be between 11:00 a.m. and
12:30 p.m. Eastern time ("ET"), respectively.

What should an Authorized Submitter do if he/she cannot get through the discount window hotline before the
Closing Time for submission of Bids?

If phone lines are congested as the Closing Time for Bid submission approaches, an Authorized Submitter can leave a
message on the Reserve Bank's discount window telephone hotline voicemail identifying clearly his/her name, the name of
the institution on whose behalf (s)he is calling, a contact phone number and the complete Bid information. After leaving
such a voice message, the Authorized Submitter should continue calling the discount window telephone hotline until
successfully reaching a Local Reserve Bank's discount window staff. Note that the burden is on the Participant to try to
reach and submit a Bid in a live phone call with Local Reserve Bank discount window staff, and that those Participants
that require two members of their own staff to request an Advance under OC-10 would be expected to observe the same
standard for submissions of Bids in the TAF. Bids left on a voice mail will not be deemed submitted unless confirmed in a
telephone call with a Reserve Bank discount window staff member. The voicemail with complete and accurate Bid
information will be used by the discount window staff as evidence that a Participant made a good faith effort in trying to
submit a Bid by telephone before the Closing Time.

Will Bids be accepted by email or voice mail?

Other than as set forth above, Bids left on any voicemail will not be deemed submitted and no Bids sent by email will be
processed.

Can a Participant call to change or cancel a Bid before the Closing Time? Or at any time before the Auction
results are determined?

Once submitted, Participants may not cancel Bids.

As Reserve Bank discount window staff records a Bid, the staff member will validate the Bid information on the phone call
on a recorded phoneline with the Participant. Where Participants require two Authorized Submitters to request a discount
window loan under OC-10, the Reserve Bank discount window staff will need to speak with two Authorized Submitters to
complete the Bid submission/verification process.

Back to Top

V. Auction Process

When will Auctions be announced on the Auction Announcement Date?

The Board will generally announce an Auction and issue the respective Announcement at approximately 10:00 a.m. ET on
the Auction Announcement Date.

How will the TAF Auctions be conducted?

In an Announcement of an Auction, the Federal Reserve will announce, among other things: the Offering Amount of TAF
Advances to be auctioned, the term of the Advance, a Minimum Bid Rate, Minimum Bid Amount, Maximum Bid Amount
(per institution), and other Auction parameters. The Announcement also may specify information regarding the Auction

cycle, including the Bid Submission Date and time period (Opening Time and Closing Time) when Bids may be submitted.

Each Participant will be able to submit no more than two Bids to its Local Reserve Bank.

After the Closing Time, the Federal Reserve will allocate TAF Advances using a single-price auction format. Federal
Reserve staff will order Bids from the highest to lowest rate. Bids will be accepted starting with the highest rate submitted,
down to successively lower rates, until the Offering Amount of TAF Advance for the Auction has been allocated or until
the Minimum Bid Rate is reached (whichever occurs first). The lowest accepted interest rate is the "stop-out rate." Bids at
interest rates above the stop-out rate will be allocated the full amount of TAF Advance bid for. Bids at the stop-out rate
may be prorated if allocating the full amount requested would cause the total amount allocated in the Auction to exceed
the Offering Amount. All Participants awarded Bids will pay the stop-out rate, regardless of the interest rates at which they
bid.

How will partial awards at the stop-out rate be determined?

If the aggregate Bid amount at or above the stop-out rate exceeds the Offering Amount, the following proration will be
applied to Bids submitted at the stop-out rate:
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1. The amount of all Bids above the stop-out rate will be subtracted from the Offering Amount to yield a "Remaining
Offering Amount". The Remaining Offering Amount will then be divided by the aggregate amount of Bids at the
stop-out rate. That fraction will be rounded to two decimal places using a two-sided rounding convention (the
"Proration Percentage"). (E.g. if the fraction at the stop-out rate required to "fill" the Auction is 5.177355892
percent, the Proration Percentage will be 5.18 percent.)

2. Each Bid at the stop-out rate will be multiplied by the Proration Percentage. The product will be rounded to
conform with the minimum award increment as stated in the Announcement. Awards at the stop-out rate that
would fall below the minimum award amount will be rounded up to that amount. Other awards will be rounded, in
accordance with a two-sided rounding convention, to the nearest minimum award increment as stated in the
Announcement. (E.g. If the Bid is $10 million, the minimum award amount stated in the Announcement is
$10,000, and the Proration Percentage is 0.01%, the award will be rounded up to $10,000 (rather than 0.01% of
$10 million which is $1,000). If the Bid is $103 million, the minimum award increment is $10,000 and the Proration
Percentage is 0.01%, the award will be $10,000 (rather than 0.01% of $103 million which is $10,300)).

Note that this rounding process could cause the total amount awarded in an Auction to deviate from the Offering Amount.

Back to Top

VI. Notification and Award Process

Will Participants be notified of winning Bids, and if so, how will they be notified?

Reserve Bank discount window staff will contact Participants who have been awarded TAF Advances on the Notification
Date following the announcement of Auction results by the Board. If a Participant has not been contacted by Reserve
Bank discount window staff during this interval and it feels its Bid should have resulted in an award, it should contact its
Reserve Bank discount window staff immediately but before 12:30 p.m. ET on the Notification Date.

The Board will typically announce Auction results at approximately 10:00 am ET on the Notification Date. The Board also
will publish summary statistics of the Auction results on its website.

Will Participants be notified of losing Bids?

No. Participants with losing Bids will not be contacted by the Reserve Banks. Participants that submitted losing Bids at
rates below the stop-out rate should be able to determine that they will not receive awards from the Auction award
announcement which reflects a stop-out rate above the rates of their Bids.

Will the Federal Reserve release information about individual Bids or Participants?

The data on Bids of individual Participants or of Participants will not be made public, except as required by law.

What will be announced about the winning Bids? How can this inform me whether or not my Bid was accepted?

The Auction award announcement will specify the stop-out rate (i.e. the lowest rate at which Bids were submitted that was
accepted and the rate at which all Advances will be made) and the Proration Percentage of Bids at the stop-out rate.

The Auction results also will report, among other things, the aggregate amount of Bids submitted, the aggregate amount
of the TAF award and the number of Bids submitted.

What should a Participant do if it believes its Bid result is incorrect?

If a Participant believes its Bid result is incorrect, it should contact its local Reserve Bank discount window
staff immediately but before 12:30 p.m. ET on the Notification Date.

When will the TAF Advance be posted to winning Participants' accounts?

Normally, the Advance will be posted by the close of Fedwire (usually 6:30 p.m. ET) on the Settlement Date specified in
the Announcement.

Can a winning Participant refuse to accept the award?
No, once submitted, a Bid constitutes a commitment to accept funds awarded under the TAF.
Can a Reserve Bank refuse to credit a Participant its award?

As with other extensions of credit by Reserve Banks, TAF funds must be collateralized to the satisfaction of the Reserve
Bank, and a Reserve Bank will not post the award to a Participant's account if the amount of collateral pledged by the
Participant is insufficient to cover its outstanding Indebtedness to the Reserve Bank under OC-10. In addition, loans with
remaining maturity of over 28 days are subject to an additional collateral requirement. See Section VII (Collateral and
Collateralization) below.

How will awarded TAF Advances be reported on the Reserve Banks' balance sheets?

The Federal Reserve is required by statute to publish the consolidated and individual balance sheets of the Reserve
Banks. Information on TAF credit outstanding will be recorded on the Federal Reserve's H.4.1 statistical release, which is
published on Thursdays around 4:30 p.m. ET. A sample version of the release is provided below. As highlighted in yellow,
TAF credit will be reported as a separate item that is distinct from other types of loans at both the aggregate and district
levels.
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FEDERAL RESERVE statistical release

H41

Factors Affecting Reserve Balances of Depository Institutions and
Condition Statement of Federal Reserve Banks

1. Factors Affecting Reserve Balances of Depository Institutions

Millions of dollars

Reserve Bank credit, related ifems, and
rasanve balances of depasitory instilutions
at Federal Reserve Banks

el S 0 uras.

Week ended Changa from week anded

Wednesday

Resanve Bank credit
Securities held outright

Motes and bonds, nominal®
Notes and bonds, inflation-indexed®
Inflation compensation®
Federal agancy®
Repurchase agresments*
Tesm auction credit
Cther koans to depository Institutions
Primary credit
Secondary cradit
Seasonal credit
Float
Other Federal Ressrve asssts
Gold stock
Spacial drawing rights certiicale account
Treasury cumrency outstanding®

Total factors supplying reserve funds

Currency in circulation®
Reverse repurchase agreements®
Foreign official and intemational ascounts
Dealers
Treasury cash holdings
Deposits with F.R. Banks, ather than resenve balances
U.S. Traasury, general account
Forelgn official
Service-ralated
Required clearing balances
Adjustments to compensate for float
Qther
Other Eabiliies and capital

Total factors, other than mserve balances,
absorbing reserve funds

Reserve balances with Federal Resarve Banks.

Memo (ofi-balance-sheet items):
Marketable sacuritios held in custody Tor foraign
official and international accoun s
U.S. Treasury
Faderal
Securities lenl 1o dealers

Maote: Companents may nat sum 1o lolals because of rounding.

Face value of the sacuritias.

Cash value of ag|
Estimatad.
Cash value of ag

MmO R

Includes securities lent o dealers, which are fully collateralized by ofher U.S. Treasury securities.

Compensalicn that acjusls I'or Ilt aﬂocl of inflation on the criginal face value of inflation-indexed securities.
by U.S, Treasury and fedaral agency sacurites,

U5, Treasury securities.

by
Includes U.S. Treasury STRIPS and sihor zar0 esupan bonds al face value.

Spurces: Faderal Reserve Banks and the U.S. Departmant of the Treasury.
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H4.1
2. Consolidated Statement of Condition of All Federal Reserve Banks
Millions of dollars

Change since
Wednasday

Elirninai from

tion ¥ Y

Assets, labllities, and capital

Assets
Gold cerificate account
Special drawing rights cerificale account
Cain
Securities, repurchase agreements, term auction
cradit, and other loans
Securities held outright
LS. Treasury'
Bing?
Motes and bonds, nominal®
Motes and bonds, inflation-indexed*
Inflation compensation®
Fadaral agency?
Repurchase agreements?
Term auction credit
Other loans
Items in procass of callection
Bank premises
Other assals®
Total assets

Liabilithes
Federal Reserve notes, net of F.R. Bank hokdings
Reverse repurchase agreements®
Deposits

Depository institutions

us. Tro:ﬂs@lrlggl general account

n I

e
Delerred availability cash items.
Other liabilities and accrued dividends™

Total Habilities

Capital accounts

Capital paid

Surplus

Othar capital accounts
Total capital

Note: Components may not sum fo lofals because of rounding.

. Includes securities lent to dealers, which are fully colateralized by other LS. Treasury securities.

Face value of the securities.

Compensation that adusts for the effect of inllaﬂon on the origina face value of inflation-indexed securities.

Cash value of ag which are collateralized by U.S. Treasury and federal agency securities,

Includes assets denominated in foreign wrrnnclw, which are revalued daily at market exchange rates.

Cash value of its, which are collateralized by U.S. Treasury sscurities.

Includes smmanqa-lmnslmn account reflecting the daily revaluation at market exchange rates of foreign exchange commitments.

N s

3. Maturity Distribution of Term Auctien Credit, Other Leans, and Securities,
Milllons of dollars

U8, Treasury Roverss
i Term auction Other securities' Repurchase
Maturity repurchase
credit leans Waekly agreaments®
Holdings changes agreements
Within 15 days
16 day's to 90 days
9 days o 1 year

Over 1 year 1o 5 years
Over 5 years 1o 10 years
Over 10 years

All
MNote: Components may not sum o tolals because of rounding.
... Mot applicable,

1. Includes the original tace value of inflation-indexed sacurities and compensation that adjusts for the effect of Inflation on the original
face value of such securities.
2. Cash value of agreements classified by remaining maturity of the agreements.

HAA
4. Statement of Condition of Each Federal Reserve Bank on

Millions of dollars
Assots, liabilities, and capital Total Boston | New York P lweeland | Richmond | Atlanta | Chicago | St Louls |Mirneapols

Kansas

Gty

Assets

Gald cortificale actour

Special drawing rights certificate acct.
Coin

Secwnities, repurchase agreements, term
aletion credit, and other koans
Securities hold outright
ULS. Treasury®
Bills?
Motes and bonds?
Federal agency®
Ripurchase agraemants!
Term auction cradit
Oher loans
Items in process of callestion
Bank

Other assats®
Interdistrict settlamant account

Toial assais
Naote: Components may not sum 1o totals because of rounding.

Includes sacurities lent fo dealars, which are fully collateralizad by other LS. Treasury sacurities.
. Face valus of the securities.

. Includes the original face value of infaton-indexed securitias and compansation that adjusts for the atfect of inflation on the onginal face valua of such sacuritiss.
Cash vale of agreements, which are collateralized by U.S. Treasury and lederal agency securiies.

. Includes assats denominated in foreign curencies, which are revalued daily a marke! axchange ratles.

w:;whl—
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HA
4. Statement of Condition of Each Federal Reserve Bank on (continued)
Millions of dollars

Kansas

city

Assats, Nabdlises, and capial Total Boston | New York Cleveland | Richmond | Atanta | Chicago | St Louls |Minneapols

Liabalities
Faderal Resarve noles oulstanding
Less: notes. held by F.R. Banks
Federal Resende nobes, nel
Reversa repurchass agreements’
Depasils
Dapositary institutons
U.S. Treasury, general accouni
Farekgn oMficial
by
Deferred availability cash flems
Ofher labiities and accrued
dividends*

Total labilities

Capital
Capital pald in
Surplis

Othar capital

Total liabdlitles and capital
Nota: Componants may nat sum fo botals because of rounding.
1. Cash value of agreements, which are collateralized by U.S. Treasury securities.
2. Inchudes exchange-translalion account reflecting the dally revaluation al marked exchange rates of foreign exchange commitments.

5. Collateral Held against Federal Reserve Notes:

Federal Reserve Agents' Accounts
Millions of dollars

Federal Reserve notes and collateral Wednesday

Federal Reseive notes outstanding
Less: Motes held by F.R. Banks
not subject to collateralization
Federal Reserve notes to be collateralized
Collateral held against Federal Reserve notes
Gold certificate account
Special drawing rights certificate account
LS. Treasury and agency securities pledged’
Other assets pledged

Memo:
Total U.S. Treasury and agency securities’
Less: face value of securities under
reverse repurchase agreemeants
U.5. Treasury and agency securities
eligible to be pledged

Mote: Components may not sum to totals because of rounding.

1. Includes face value of LS. Treasury and agency securities held outright,
compensation to adjust for the effect of inflation on the original face value of
inflation-indexed securities, and cash value of repurchase agreements.
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VII. Collateral and Collateralization

What kind of collateral is acceptable for the TAF?

The same collateral that is eligible to be pledged by a DI as security for discount window loans is acceptable for the TAF.
Advances under the TAF to a Participant will be collateralized by the same pool of collateral as its borrowings from the
discount window primary or seasonal credit programs. See Discount Window and PSR Collateral Margins Table at
http://www.frbdiscountwindow.org/discountmargins.cfm?hdriD=21&dtlID=83

Is there an additional collateralization requirement for longer-term TAF credit?

Yes. Additional collateral is required for loans whose remaining maturity exceeds 28 days--for these loans, borrowing only
up to 75% of available collateral is permitted. While this requirement is lower than the previous requirement, it is now
enforced during the term of the loan in addition to the time of the bid.

What is the reason for the additional collateralization requirement for longer-term credit?

Collateral pledged to secure TAF credit is assigned the same valuations and haircuts that apply for collateral pledged at
the discount window. The requirement that institutions maintain additional collateral beyond that necessary to secure
longer-term TAF and primary credit is designed in part to ensure that Dls retain some capacity to borrow under the primary
credit facility to meet any unexpected short-term funding needs, and in part to protect against changes in the value of
collateral and the creditworthiness of the participant over the longer term of 84-day TAF advances.

Participants that have TAF and other advances with remaining maturity of over 28 days are required to maintain additional
collateral above the amount of the advances; however, at the discretion of the Reserve Bank this additional collateral can
be used temporarily to secure short-term primary credit. If this additional collateral is to be used for more than two days,
the participant must within two days pledge more collateral to restore the amount associated with any outstanding loans of
more than 28 days remaining maturity. If the participant cannot pledge additional collateral, the Reserve Bank may require
the participant to pay down some of its advances.

What happens if the Participant cannot meet a collateralization requirement?

A Participant that wins a TAF Advance is required to maintain sufficient collateral to cover the advance, as well as meet
the collateralization requirement for advances with remaining term to maturity of more than 28 days. If the Participant, at
any time, fails to meet any collateralization requirement, it will need to pledge additional collateral to cover the shortfall or
the Reserve Bank may exercise its remedial rights under OC-10. (The same remedial actions available for other discount
window loans would be applicable to a TAF Advance).

In the event the full amount of the TAF Advance is not posted to a winning Participant's account because it does not
satisfy a collateralization requirement, the amount by which the TAF Advance would be reduced would not be reallocated
to other Participants and the affected Participant would not be eligible to receive the balance of that TAF award on a
subsequent day.
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VIII. Non-Collateral Terms

Can a Participant prepay the TAF Advance?

Prepayment of TAF Advances is not permitted.

Is there any restriction on use of funds a Participant obtains from the TAF?
No.

Does a DI need to submit any additional agreements or forms (in addition to OC-10 and related documents) to
participate in the TAF program?

No. A DI must have executed and delivered to its Local Reserve Bank OC-10 and related documents. By submitting a Bid,
a DI agrees to be bound by the terms and conditions of the Auction Announcement, Regulation A, the Terms and
Conditions and OC-10. No additional agreements or forms are necessary.

Back to Top

IX. Miscellaneous

Where on the Call Report would a DI report term auctioned funds?

TAF Advances are loans from Federal Reserve Banks, and are reported with other such liabilities--for example, on FFIEC
031 (September 2007), TAF loans would be included in Schedule RC, item 16, "Other borrowed money," and in Schedule
RC-M, item 5.b, "Other borrowings."

Back to Top

Footnotes:

1. As defined in the Terms and Conditions, an "Authorized Submitter" is one or more individuals at a Participant
authorized under OC-10 to make a borrowing request on behalf of and commit the Participant to the terms of an Advance
under OC-10 with its Local Reserve Bank. Return to Text
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