§420.2

§420.2 Definitions.

For the purposes of this part:

(a) ‘‘Aggregating entity” means a
single entity (e.g., a parent company,
affiliate, or organizational component)
that is combined with other entities, as
specified in paragraph (i) of this sec-
tion, to form a reporting entity. In
those cases where an entity has no af-
filiates, the aggregating entity is the
same as the reporting entity.

(b) ““Control” means having the au-
thority to exercise investment discre-
tion over the purchase, sale, retention
or financing of specific Treasury secu-
rities. Only one entity should be con-
sidered to have investment discretion
over a particular position.

(c) ““Gross financing position’ is the
sum of the gross par amounts of a secu-
rity issue received from financing
transactions, including reverse repur-
chase transactions and bonds borrowed,
and as collateral for financial deriva-
tives and other securities transactions
(e.g., margin loans). In calculating the
gross financing position, a reporting
entity may not net its positions
against repurchase transactions, secu-
rities loaned, or securities pledged as
collateral for financial derivatives and
other securities transactions. However,
a reporting entity may elect to reduce
its gross financing position by the par
amount of the security received in
transactions: in which the
counterparty retains the right to sub-
stitute securities; that are subject to
third party custodial relationships; or
that are hold-in-custody agreements.

(d) “Large position threshold”
means, with respect to a reportable po-
sition, the dollar par amount such posi-
tion must equal or exceed in order for
a reporting entity to be required to
submit a large position report. The
large position threshold will be an-
nounced by the Department and may
vary with each notice of request to re-
port large position information and
with each specified Treasury security.
However, under no circumstances will
a large position threshold be less than
$2 billion.

(e) ‘““Net fails position” is the net par
amount of ‘‘fails to receive’ less ‘‘fails
to deliver” in the same security. The
net fails position, as reported, may not
be less than zero.
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(f) “Net trading position’ is the net
sum of the following respective posi-
tions in the specific security issue:

(1) Cash/immediate net settled posi-
tions;

(2) Net when-issued positions;

(3) Net forward positions, including
next-day settling;

(4) Net futures contract positions
that require delivery of the specific se-
curity; and

(5) Net holdings of STRIPS principal
components of the security.

(g) “‘Recently-issued’” means:

(1) With respect to Treasury securi-
ties that are issued quarterly or more
frequently, the three most recent
issues of the security (e.g., in early
April, the January, February, and
March 2-year notes).

(2) With respect to Treasury securi-
ties that are issued less frequently
than quarterly, the two most recent
issues of the security.

(3) With respect to a reopened secu-
rity, the entire issue of a reopened se-
curity (older and newer portions) based
on the date the new portion of the re-
opened security is issued by the De-
partment (or for when-issued securi-
ties, the scheduled issue date).

(4) For all Treasury securities, a se-
curity announced to be issued or auc-
tioned but unissued (when-issued),
starting from the date of the issuance
announcement. The most recent issue
of the security is the one most recently
announced.

(6) Treasury security issues other
than those specified in paragraphs
(2)(1) and (2) of this section, provided
that such large position information is
necessary and appropriate for moni-
toring the impact of concentrations of
positions in Treasury securities.

(h) “Reportable position” is the sum
of the net trading positions, gross fi-
nancing positions and net fails posi-
tions in a specified issue of Treasury
securities collectively controlled by a
reporting entity.

(i) “Reporting entity’’ means any
corporation, partnership, person or
other entity and its affiliates, as fur-
ther provided herein. For the purposes
of this definition, an affiliate is any:
entity that is more than 50% owned, di-
rectly or indirectly, by the aggregating
entity or by any other affiliate of the
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aggregating entity; person or entity
that owns, directly or indirectly, more
than 50% of the aggregating entity;
person or entity that owns, directly or
indirectly, more than 50% of any other
affiliate of the aggregating entity; or
entity, a majority of whose board of di-
rectors or a majority of whose general
partners are directors or officers of the
aggregating entity or any affiliate of
the aggregating entity.

(1) Subject to the conditions pre-
scribed in Appendix A, one or more ag-
gregating entities, either separately or
together with one or more other aggre-
gating entities, may be recognized as a
separate reporting entity.

(2) Notwithstanding this definition,
any persons or entities that inten-
tionally act together with respect to
the investing in, retention of, or fi-
nancing of, Treasury securities are
considered, collectively, to be one re-
porting entity.

§420.3 Reporting.

(a) A reporting entity is subject to
the reporting requirements of this sec-
tion only when its reportable position
equals or exceeds the large position
threshold specified by the Department
for a specific Treasury security issue.
The Department shall provide notice of
such threshold by issuance of a press
release and subsequent publication of
the notice in the FEDERAL REGISTER.
Such notice will identify the Treasury
security issue to be reported (includ-
ing, where applicable, identification of
the related STRIPS principal compo-
nent); the date or dates (as of close of
business) for which the large position
information must be reported; and the
applicable large position threshold for
that issue. It is the responsibility of a
reporting entity to take reasonable ac-
tions to be aware of such a notice.

(b) A reporting entity shall select one
entity from among its aggregating en-
tities (i.e., the designated filing entity)
as the entity designated to compile and
file a report on behalf of the reporting
entity. The designated filing entity
shall be responsible for filing any large
position reports in response to a notice
issued by the Department and for
maintaining the additional records pre-
scribed in the applicable paragraph of
§420.4.

§420.3

(c)(1) In response to a notice issued
under paragraph (a) of this section re-
questing large position information, a
reporting entity with a reportable posi-
tion that equals or exceeds the speci-
fied large position threshold stated in
the notice shall compile and report the
amounts of the reporting entity’s re-
portable position in the order specified,
as follows:

(i) Net trading position;

(ii) Gross financing position;

(iii) Net fails position; and

(iv) Total reportable position.

(2) The large position report should
include the following additional memo-
randum item: a total that includes the
amounts of securities delivered
through repurchase agreements, securi-
ties loaned, and as collateral for finan-
cial derivatives and other securities
transactions. This total should not be
reflected in the gross financing posi-
tion.

(3) An illustration of a sample report
is contained in Appendix B. The net
trading position shall be one net num-
ber and reported as the applicable posi-
tive or negative number (or zero). The
gross financing position and net fails
position should each be reported as a
single entry. If the amount of the net
fails position is zero or less, report
zero. All position amounts should be
reported on a trade date basis and at
par in millions of dollars.

(4) All positions must be reported as
of the close of business of the reporting
date(s) specified in the notice.

(5) Each submitted large position re-
port must include the following admin-
istrative information in addition to the
reportable position: the name of the re-
porting entity, the address of the prin-
cipal place of business, the name and
address of the designated filing entity,
the Treasury security that is being re-
ported, the CUSIP number for the secu-
rity being reported, the report date or
dates for which information is being re-
ported, the date the report was sub-
mitted, the name and telephone num-
ber of the person to contact regarding
information reported, and the name
and position of the authorized indi-
vidual submitting this report.

(6) The large position report must be
signed by one of the following: the
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