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The Temporary Liquidity Guarantee Program (“TLGP”) operated by the Federal Deposit Insurance
Corporation (“FDIC”) affords an FDIC guarantee of principal and interest to newly issued unsecured
debt instruments that meet certain criteria and are issued by participating entities. For the period that
the guarantee provided by the FDIC is effective, they are backed by the full faith and credit of the
United States.
Joint Audit Committee Regulatory Updates #09-02, dated February 10, 2009 and #09-07, dated
October 6, 2009 advised that TLGP debt instruments were deemed to be unacceptable as CFTC
Regulation 1.25 or 30.7 permitted investments and unacceptable to secure or offset a debit/deficit
under CFTC Regulations 1.17(c)(3)(i) and 1.32(b) as there had been no comprehensive
demonstration that these TLGP issued debt instruments are highly liquid or have immediate
quotations from independent bona fide offers to meet the objectives of preserving principal and
maintaining liquidity under CFTC Regulations 1.25 and 30.7.
TLGP debt instruments have now been traded for more than a year and additional guidance has been
provided by the Division of Clearing and Intermediary Oversight of the CFTC. Below are certain
highlights for net capital and investment purposes. Please refer to the attached letter dated January
22,
2010
for
detailed
conditions.
The
letter
may
also
be
found
at
http://www.cftc.gov/ucm/groups/public/@lrlettergeneral/documents/letter/10-01.pdf.
TLGP debt instruments that meet all applicable requirements in CFTC Regulation 1.25, as well as
certain additional criteria supporting a demonstration of adequate liquidity, would be permitted
investments under CFTC Regulations 1.25 and 30.7 and would be acceptable to secure or offset a
debit/deficit under CFTC Regulations 1.17(c)(3)(i) and 1.32(b). There are several factors that can
enhance the liquidity of a debit security and as a result, not all TLGP debt securities are uniformly or
similarly liquid. The additional criteria set forth in the January 22, 2010 letter are: (1) the size of the
issuance must be greater than $1 billion; (2) the debt security must be denominated in U.S. dollars;
and (3) the debt security must be guaranteed for its entire term.
Although “U.S. government securities” is a term used in CFTC Regulation 1.25(a)(1)(i) which includes
“obligations fully guaranteed as to principal and interest by the United States,” based on various
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considerations, including their trading behavior, TLGP debt securities are more properly considered to
be corporate notes and bonds. As such, TLGP debt instruments fall within the category of “corporate
notes or bonds” for purposes of applying rating requirements, concentration limits and all other
applicable provisions of CFTC Regulation 1.25.
For net capital purposes, the applicable haircuts are those specified in FINRA Regulatory Notice 0938, effective July 15, 2009.
A copy of the FINRA notice is available at
http://www.finra.org/web/groups/industry/@ip/@reg/@notice/documents/notices/p119382.pdf.
For
example, TLGP instruments in the form of commercial paper and non-convertible debt securities that
are guaranteed for their full term and issued by un-affiliated entities should be reflected as a current
asset and SEC Rule 15c3-1(c)(2)(vi)(A)(Government Securities) should be followed for the
appropriate securities haircut. Such TLGP commercial paper and nonconvertible debt securities that
are guaranteed for their full term but are issued by affiliated entities should be reflected as a noncurrent asset unless conditions are met as required by SEC Rule 15c3-1(c)(2)(vi)/061 (Intercompany
Securities Holding-Redeemable Debt Instruments). In addition to these examples, the FINRA notice
specifies haircuts for several other categories of TLGP instruments and should be reviewed
thoroughly by the FCM.
It is the responsibility of the FCM to exercise prudent judgment in assessing the liquidity of the market
for TLGP securities and compliance with all other applicable provisions of CFTC Regulation 1.25 and
the strict conditions required by CFTC guidance detailed in the attached letter dated January 22,
2010.
If you have questions, please consult your DSRO.

