Treasury Retail Securities

Bank of Cleveland
Pittsburgh Branch

Fiscal Agent of the
United States

P.O. Box 299

Pittsburgh, PA
15230-0299

1-800-245-2804

Effective: September 30, 2010

Subject: Important Notice: Paper Payroll Savings Bond Program to be Discontinued;
Electronic Payroll Savings available through TreasuryDirect®

To: Federal Payroll Savings Bond Plan Participants

The U.S. Depariment of the Treasury has announced it will stop issuing paper savings bonds through federal agency and
Defense Finance und Accounting Service (DFAS) payroll savings plans as of September 30, 2010. This change will
reduce the costs associated with the U.S. Savings Bond Program and supports the Treasury’s long-term plan to issue all
securities electronically.

We have advised your payroll savings plan administrator to take the necessary steps o discontinue the paper payroll
savings plan in which you participate to coincide with this change. After September 2010, orders for paper payroll
savings bonds will no longer be accepted and vour plan administrator will return any remaining tunds 1o you,

1f, by the end date of the program, the amount taken from your pay to cover the cost of the bonds does not provide enough
availuble funds to cover the requested bond denomination, the residual amount will be refunded to you and no bond will
be purchased.

While paper payroll savings bonds will no longer be available, vou still have the opportunity to invest in savings bonds
and other Treasury securities through TreasuryDirect. This conventent and sccure web-based system allows you to
purchase, manage, and redeem electronic (paperless) savings bonds online 24/7. Using TreasuryDirect, you can also
purchase Treasury marketable sceurities (bills, notes, bonds, and TIPS) to expand your savings portfolio,

After you establish a TreasuryDirect account at www.treasurydirect.gov, your payroll administrator can establish
payrolt direct deposit to fund your account. If your payroll administrator does not offer payroll direct deposit. you can
still participate in TreasuryDirect by providing your personal banking account information to fund your TreasuryDirect
aceount,

For your convenicnce. we're providing (he following materials to assist with this transition:
+ A list of frequently asked questions (FAQs) on this change

* Employce Information on Electronie Payroll Savings with TreasuryDirect (PD P 0072 E)



* Instructions for cstablishing a TreasuryDhrect account

These materials are also available online at www.trbservices.org/ledPayrollbavings
If you have any questions, please contact your Treasury Retail Securities site at 800-245-2804 (select Menu Option 7,
then Option 3).

To learn more about electronic savings through TreasuryDirect, and to take a guided tour of the system, vou may visit
www.treasurvdirect.goy

We value vour continued support of the U.S. Savings Bond Program.

Sincerely,
Treasury Relall Sceurities
Federal Reserve Bank of Cleveland — Pittsburgh Branch



FAQs on the Elimination of the Paper Payroll Savings Bond Program
For Program Participants

What is changing?

The U.S. Department of the Treasury is phasing out the issuance of paper savings bonds through
traditional payroll savings plans. As of September 30, 2010, federal employees and Defense
Finance and Accounting Service (DFAS) payroll savings plan participants will no longer be able
to purchase paper savings bonds through payroll deduction. The end dale for all other (non-
federal) employees is January 1, 2011,

Why is Treasury discontinuing the issuance of paper bonds through payroll savings plans?

With TreasuryDirecty, Treasury can continue to offer you the convenience of payroll savings
while reducing the cost of the savings bond program. You have the benefit of regularly investing
in savings bonds or using your payroll contributions to purchasc a broader range of securities.
Savings bonds in TreasuryDirect are electronic securities in an account; they have all of the
benefits of paper bonds but can't be misplaced or destroyed. Printing fewer paper bonds reduces
the cost of the savings bond program and fits with our long-term goal of onc day issuing all of
our securities electronically. Technology makes it possible for us to sell and maintain savings
bonds and other Treasury securitics electronically, which lowers the expense to the taxpayer.

How does the change affect me?

To continue your payroll savings, you'll need to open a TreasuryDirect account. You can
continue purchasing savings bonds (or other Treasury securities) and hold them electronically in
TreasuryDirect. You will not be able to purchase paper bonds through a payroll savings plan
after Scptember 30, 2010,

What happens to the paper bonds I already own?

The bonds you own are valid issues of the U.S. Treasury. Paper savings bonds remain available
for purchase at financial institutions and Treasury will continue to provide service and support (o
bond holders.

When will the paper payroll program end?

The paper payroll program will end for federal employees and DFAS payroll savings plan
participants on September 30, 2010, and for all other {non-federal) employees on

January 1, 2011. Treasury will accept payroll purchasc orders for bonds wilh issue dates through
September 2010 and December 2010, respectively. Your payroll savings plan administrator may
choose to stop participating in the program before the established end date.



What if I purchase paper savings bonds with an average dating benefit?

If your payroll administrator provides an average dating benefit (establishing bond issuc dates
when 1/2 of the purchase price has accumulated), and you want lo receive average dating on
your final bond, you'll need to either increase the amount taken from your pay to cover the cost
of the bond by the end date of the program, or lower ihe bond denomination requested 1o
coincide with the available funds. If you do not make intervening changes, the residual amount
will be refunded to you and no bond will be purchased.

Are you planning to eliminate all paper bonds?

No. This change affects only paper savings bonds issued through payroll savings plans. While
Treasury's long-term goal is to one day issue all securities electronically, no datc has been set for
ending the sale of paper savings bonds, and they remain available at financial institutions.

What happens to the partial amounts I contributed that haven't yet been used?

We're providing a transition period which will in many cases allow deductions to accrue 1o the
full issue price of a savings bond. Al the end of the transition period, if there is a residual
amount, it will be refunded. Of course, payroil program administrators and participants can
choose to end deductions at any time.

How can I buy paper bonds?

Paper savings bonds remain available for purchase at financial institutions.

Also, if you receive a tax refund, you can use it lo purchase paper savings bonds by indicating
the purchase on standard IRS forms when you file your return. For more information. visit

www. treasurydirect.gov
(www.treasurydirect.gow’indiv!research/faq{faq_irstaxfeature.htm)

What is TreasuryDirect?

TreasuryDirect is a secure web-based system that allows you to establish accounts to purchase,
hold, and conduct transactions online. You ¢an purchase Series EE and | savings bonds,
Treasury bills, notes, bonds, and Treasury Inflation-Protected Securities (TIPS} through
TreasuryDirect. Paper savings bonds are not sold through TreasuryDirect.

What are the advantages of TreasuryDirect?

TreasuryDirect is an easy way for you to save on a regular basis by purchasing electronic

Treasury securities. With TreasuryDirect:

*  You can buy, manage, and redeem Treasury securities online 24/7, all from the convenicnce
of home, work, or wherever you have secure Internet access.

e You can diversify your holdings since TreasuryDirect also offers Treasury hills, notes,
bonds, and Treasury Inflation-Protected Securities (TIPS},

s You can establish multiple registrations in one account.



You can schedule recurring purchases for savings bonds up to five ycars in advance.
Marketable securities purchases can also be scheduled in advance. If you're interested in this
option, you'll find more information on our website, www.treasurydirect.gov and in your
TreasuryDirect account.

Savings bonds purchases are generatly added to the account in just one business day.

Since the sccurities are electronic, there is no paper to lose, nor do you need to go (o your
local bank to redeem them.

When the funds are needed, and after the minimum holding period has been reached, you can
redecem part or all of your savings bond(s). The payment will be deposited to the checking or
savings account you choose. Redemption funds should reach your bank or credit union in
just onc business day.

Details such as issue date and current value are tracked for you.

You can even set up accounts for minor children and custom accounts for specific purposcs
such as education or vacations.

A summary of account activity, including recent purchases, payments, and account balance,
are provided for you.

How long does it take to open a TreasuryDirect account?

Setting up an online account is easy and can be accomplished in about 10 minutes. Once the
account is established, an access card will be mailed to you. The card provides an extra layer of
security and is required to access the account. It takes about two weeks to receive the card in the
mail.

What do I need to do to set up a payroll deduction plan in TreasuryDirect?

You open a TreasuryDirect account at www.ireasurydirect.gov and wait for your access
card to arrive in the mail.

You submit a request to your payroll administrator for a payrall deduction (an instruction
sheet is available in vour TreasuryDirect account under ManageDirect - View My Funding
Options).

Your payroll administrator deducts the requestcd amount from each pay and sends it to your
TreasuryDirect account, just like a deduction for a mortgage or car payment. The funds go
into a Certificate of Indebtedness (C of [} The C of 1 is a non-interest-bearing security that
serves as a holding place for your money until you're ready to purchase a security. You'll usc
the C of I to pay for the securities you purchase.

You can buy savings bonds or marketable securities (Trcasury bills, notes, bonds, and TIPS)
once you accumulate enough money in your C of 1. For savings bonds, you'll need at least $25
to make a purchase, and for markelable securities, al least $100. Once you make u purchase the
securitics will appear in your TreasuryDirect account. You can set up recusring purchases in
TreasuryDirect in advance.



To use TreasuryDirect, do I need to have a bank account, Internet access, and an e-mail
account?

Yes. You will need to have an accounl at a financial institution to receive direct deposit
payments and as a potential funding source for purchascs. You also will need Inlernct access to
view and use your account. Finally, an e-mail address is necessary so that you can receive
imporlant messages about your account.

If 1 don't receive a paper bond how will I know the purchase was made?

You can view your account purchases online 24/7.

Why do I have to enter a bank or credit union account when I open my TreasuryDirect
account?

In TreasuryDirect, transactions occur clectronically. When you redecm a security,
TreasuryDirect will deposit the payment to the bank or credil union account you select. You can
also request that your bank account be used as a source of funds 10 pay for securities purchascs.

How long will it take to verify my information?

Your personal information will be processed in less than a minute after your TreasuryDircct
account information has been submitted.

What if you are unable to verify my information?

If we are unable to verify your information, we will offer you the opportunity to complete a
convenient, printable form to verify your identity. Just follow the instructions on the form and
submit 1t to the address provided.

Is it safe to send all of this information over the Internet?

Yes. The infrastructure TreasuryDirect resides on is well protected and the TreasuryDirect
system uses several features to ensure the safety of the information you provide and the
transactions you perform. For example:

e Secure Sockets Layer Technology: TreasuryDircct uses SSL, which 1s a common protocol
for sending payment information securely over the Internet. SSL works by using a private,
mathematical key to encrypt (or scramble) data transferred between your web browser and
the website you're visiting,

e Access Card: When you open a TreasuryDirect account, we will send you an access card in
the mail within two weeks. Your account number, password, and access card are needed
each time you log in to your TreasuryDirect account. You can view a demonstration of how
an access card works at www.treasurydirect.gov
(http://www.treasurydirect.gov!indiv/helpz‘TDTulorialftutorial.htm)

e Virtual Keyboard: TreasuryDircet uses a virtual keyboard to help protect your password.

e Password: You choose your own password and can change it any time.



o Customer Hold: As an added security feature, TreasuryDirect allows you to place a hold on
your account if you feel your account access information has been compromised.

s Paper Forms: For your protection, changes to your bank information and certain security
transfers require the submission of a signed and ccrtified paper form.

Where do my payroll deductions go?

The amounts you have deducted from your pay are delivered to your TreasuryDireet account.
They are used to buy a Certificate of Indebtedness (C of I), which is a non-interest-bearing
security that serves as a holding place for your money. You'll use the C of T 1o pay for the
securities you purchase.

Amounts you keep in your C of 1 earn no interest and remain there until you use them o make a
purchase or redeem them.

Can you tell me more about how the C of I works with my deductions and purchases?

Here is an example. A program participant—we'll call her June—is paid on a Monday every
other week. Jane requests that $15.00 per pay be directly deposited in her TreasuryDirect
account. It gencrally takes one business day after a payroll provider processes the direct deposit
for the funds to post 1o the C of 1 in a TreasuryDirect account. In her TreasuryDirect account,
Jane schedules the purchase of a $30 savings bond every four weeks, on Tuesday, Lvery four
weeks, on Tuesday, $30 dollars is deducted from her C of L and a $30 savings bond is issued in
her TreasuryDirect account. The newly purchased savings bond is added (o her holdings in her
account each Wednesday.

What is the smallest savings bond denomination I can buy in TreasuryDirect?

Electronic savings bonds are nol sold by denomination. The minimum amount to purchase a
savings bond in TreasuryDirect is $25 and the maximum is $5,000. In between, you can
purchase any amount — down to the penny. There is a $5.000 annual limit per savings bond series
per person.

1f I want to buy Treasury bills, notes, bonds, or TIPS, is there a minimum purchase limit?

Yes. The minimum purchase amount for a Treasury bill, note, bond, or TIPS is $100. There is
no annual limit, but you can only buy $5 million per auction. To learn more, go to
www.lreasurvdirect.gov/indiv/research/indepth/auctions/res_auctions_fagq.htm.

What is the issue date established on savings bonds I buy in TreasuryDirect?

Savings bonds purchased in TreasuryDirect are posted to your account one business day after
they are purchased. The issue date of the savings bond is the first day of the month in which the
savings bond is posted.



What is the issue date on Treasury bills, notes, bonds, and TIPS?

The issue date {and the maturity date) of a Treasury bill, note, bond or TIPS is determined by the
type of security and whether the current offering is an original issue or a reopening. To learn
more about these securities and their terms and conditions, go to
www.treasurydirecl.gow‘indiw’research,’indepth/auctionslres_auctions_faq.htm

What happens if 1 forget to schedule a purchase?

You must take action to schedule purchases in TreasuryDirect. Amounts you keep in your C ot |
earn no interest and remain there until you use them to make a purchase or redeem them. If you
want to make recurring purchases you need to schedule them in TreasuryDirect. They won't
occur automatically.

What happens if I stop my deduction, and the value of the C of I is not enough to buy a
savings bond?

You can redeem the C of 1 at any time, directing the payment Lo a checking or savings account at
your bank or credit union.

My payroll administrator will not send deductions to TreasuryDirect for me. Can 1
participate in TreasuryDirect on my own?

Yes. You can set up an account on your own, and use your savings or checking account as a
source of funds.

Can | put my paper savings bonds in TreasuryDirect?

Yes. You can trade your paper savings bonds for electronic bonds in TreasuryDirect using a
program called SmartExchange@'. With SmartExchange, you can convert Series E, EE, and |
bonds to electronic securities and enjoy all the benefits of having onlinc 24-hour access 10
manage your holdings. Plus, your bonds keep their original 1ssue dates.
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