Fiscal Service, Treasury

Subpart B—Bidding, Cerfifications,
and Payment

§356.10 What is the purpose of an auc-
tion announcement?

By issuing an auction announcement,
we provide public notice of the sale of
bills, notes, and bonds. The auction an-
nouncement lists the specifics of each
auction, e.g., offering amount, term
and type of security, CUSIP number,
and issue and maturity dates. The auc-
tion announcement and this part, in-
cluding the Appendices, specify the
terms and conditions of sale. If any-
thing in the auction announcement dif-
fers from this part, the auction an-
nouncement will control. If you intend
to bid, you should read the applicable
auction announcement along with this
part.

§356.11 How are bids submitted in an
auction?

(a) General. (1) All bids must be sub-
mitted using an approved method,
which depends on whether you are re-
questing us to issue the awarded secu-
rities in the commercial book-entry
system, in TreasuryDirect®, or in Leg-
acy Treasury Direct® (See §356.4). The
approved submission methods for these
respective systems are explained in
this section. A bidder must provide its
assigned bidder identification numbers
if it has been assigned one. We have the
option of accepting or rejecting incom-
plete bids.

(2) We must receive competitive and
noncompetitive bids prior to their re-
spective closing times, which are stat-
ed in the auction announcement. We
will not include late bids in the auc-
tion. For bids other than those sub-
mitted on paper forms, our computer
time stamp will establish the receipt
time. You are bound by your bids after
the closing time.

(3) We are not responsible for any
delays, errors, or omissions. We are not
responsible for any failures or disrup-
tions of equipment or communications
facilities wused for participating in
Treasury auctions.

(4) Submitters are responsible for
bids submitted using computer equip-
ment on their premises, whether or not
such bids are authorized.

§356.11

(b) Commercial book-entry system. (1) If
you are a submitter and the awarded
securities are to be issued in the com-
mercial book-entry system, you must
submit bids using one of our approved
electronic methods except for contin-
gency situations.

(2) You must have an agreement on
file with us under which you agree to
our terms and conditions for access to
our system for participating in our
auctions.

(3) In contingency situations, such as
a power outage, we may accept bids by
a telephone call to designated Treasury
employees if you submit them prior to
the relevant bidding deadline.

(c) TreasuryDirect. You must submit
your bids through your established
book-entry, online TreasuryDirect ac-
count. You may reinvest the proceeds
of maturing securities held in
TreasuryDirect by directing that the
proceeds be used to purchase a certifi-
cate of indebtedness in your
TreasuryDirect account and by using
the proceeds of your certificate of in-
debtedness to pay for the securities.

(d) Legacy Treasury Direct. (1) If you
are a submitter and the awarded secu-
rities are to be issued in Legacy Treas-
ury Direct, you may submit bids by
using one of our approved methods,
e.g., computer, automated telephone
service, or paper forms. You may also
reinvest the proceeds of maturing secu-
rities into new securities through the
same methods.

(2) If you are submitting bids by
paper form, you must use forms au-
thorized by the Bureau of the Public
Debt and provide the requested infor-
mation. We have the option of accept-
ing or rejecting bids on any other form.
You are responsible for ensuring that
we receive bids in paper form on time.
A noncompetitive bid is on time if:

(i) We receive it on or before the
issue date, and

(ii) The envelope it arrived in bears
evidence, such as a U.S. Postal Service
cancellation, that it was mailed prior
to the auction date.

(3) If you are submitting a bid by
computer or automated telephone serv-
ice you must be an established Legacy
Treasury Direct account holder with a
Taxpayer Identification Number.
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§356.12

(4) In contingency situations, such as
a power outage, we may accept bids by
other means, provided, that in all cases
the bids are submitted prior to the rel-
evant bidding deadline by an estab-
lished Legacy Treasury Direct account
holder.

[69 FR 45202, July 28, 2004, as amended at 70
FR 57440, Sept. 30, 2005]

§356.12 What are the different types of
bids and do they have specific re-
quirements or restrictions?

(a) General. All bids must state the
par amount of securities bid for and
must equal or exceed the minimum to
bid amount stated in the auction an-
nouncement. Bids in larger amounts
must be in the multiple stated in the
auction announcement.

(b) Noncompetitive bids—(1) Mazximum
bid. You may not bid noncompetitively
for more than $5 million. The max-
imum bid limitation does not apply if
you are bidding solely through either a
TreasuryDirect® or a Legacy Treasury
Direct® reinvestment request. A re-
quest for reinvestment of securities
maturing in either TreasuryDirect or
Legacy Treasury Direct is a non-
competitive bid.

(2) Additional restrictions. You may
not bid noncompetitively in an auction
in which you are bidding competi-
tively. You may not bid noncompeti-
tively if, in the security being auc-
tioned, you hold a position in when-
issued trading or in futures or forward
contracts at any time between the date
of the auction announcement and the
time we announce the auction results.
During this same timeframe, a non-
competitive bidder may not enter into
any agreement to purchase or sell or
otherwise dispose of the securities it is
acquiring in the auction. For this para-
graph, futures contracts include those:

(i) That require delivery of the spe-
cific security being auctioned;

(ii) For which the security being auc-
tioned is one of several securities that
may be delivered; or

(iii) That are cash-settled.

(c) Competitive bids.—(1) Bid format (1)
Treasury bills. A competitive bid must
show the discount rate bid, expressed
with three decimals in .005 increments.
The third decimal must be either a zero
or a five, for example, 5.320 or 5.325. We

31 CFR Ch. Il (7-1-06 Edition)

will treat any missing decimals as zero,
for example, a bid of 5.32 will be treated
as 5.320.

(i1) Treasury fixed-principal securities.
A competitive bid must show the yield
bid, expressed with three decimals, for
example, 4.170. We will treat any miss-
ing decimals as zero, for example, a bid
of 4.1 will be treated as 4.100.

(iii) Treasury inflation-protected securi-
ties. A competitive bid must show the
real yield bid, expressed with three
decimals, for example, 3.070. We will
treat any missing decimals as zero, for
example, a bid of 3 will be treated as
3.000. The real yield may be a positive
number, a negative number, or zero.

(2) Maximum recognized bid. There is
no limit on the maximum dollar
amount that you may bid for competi-
tively, either at a single yield or dis-
count rate, or at different yields or dis-
count rates. However, a competitive
bid at a single yield or discount rate
that exceeds 35 percent of the offering
amount will be reduced to that
amount. For example, if the offering
amount is $10 billion, the maximum bid
amount we will recognize at any one
yield or discount rate from any bidder
is $3.5 billion. (See §356.22 for award
limitations.)

(3) Additional restrictions. You may
not bid competitively in an auction in
which you are bidding noncompeti-
tively. You may not bid competitively
for securities to be bought through ei-
ther TreasuryDirect or Legacy Treas-
ury Direct.

[69 FR 45202, July 28, 2004, as amended at 69
FR 53621, Sept. 2, 2004; 70 FR 57440, Sept. 30,
2005]

§356.13 When must I report my net
long position and how do I cal-
culate it?

(a) Net long position reporting thresh-
old. (1) If you are bidding competitively
in an auction, you must report your
net long position when the total of
your bids plus your net long position in
the security being auctioned equals or
exceeds the net long position reporting
threshold (See table.). We will specify
this threshold in the auction announce-
ment for each security (See §356.10.).
The threshold is typically 35 percent of
the offering amount, but we may state
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