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Republic of the Philippines MINISTRY OF FINANCE



M a n i l a



MINISTRY ORDER NO. 23-86 Series of 1986



September 17 , 1986 REVISED RULES AND REGULATIONS FOR THE ISSUANCE, PLACEMENT, SALE, SERVICING AND REDEMPTION OF TREASURY BILLS UNDER R.A. NO. 245, AS AMENDED



Pursuant to the provisions of Section 4 of Republic Act No. 245, as amended, and, after consultation with the Monetary Board, the following revised rules and regulations governing the issuance, placement, sale, servicing and redemption of Treasury Bills authorized under the said Act are hereby prescribed: I.



GENERAL PROVISIONS



Authority for the Issuance and Sale. - By virtue of Section 1, R.A. Sec. 1. No. 245, as amended, the Minister of Finance, with the approval of the President of the Philippines, after consultation with the Monetary Board, is authorized to borrow from time to time on the credit of the Republic of the Philippines such sum or sums as in his judgment may be necessary to meet public expenditures authorized by law or to provide for the purchase, redemption, or refunding of any obligations, either direct or guaranteed, of the Philippine Government, and to issue therefore Treasury Bills as defined in the second paragraph of Section 1 (a) of R.A. No. 245, as amended. The Treasury Bills issued under the authority of this section may be made payable in Philippine currency, or in any readily convertible foreign currency. Sec. 2. Determination of the Forms, Discounts, Etc. - The Minister of Finance, in consultation with the Monetary Board, shall prescribe the form or forms, the discount rates, the denominations, maturities, negotiability, convertibility, call and redemption features of the Treasury Bills, including whether such interest or discount is exempted from taxation or not.



Description of the Treasury Bills. - The Treasury Bills shall be Sec. 3(a).. issued on a discount basis and payable at maturity without interest. They may be offered for sale either at auction on a competitive and non-competitive basis, or at a fixed rate of discount, and may be made payable at any-date not later than one (1) year from the date of issue. Treasury Bills bearing the same date of issue and the same date of maturity shall constitute an issue and the regular issuance of Treasury Bills of the same length of maturity shall constitute a series. (b). Denomination and Exchange. - Treasury Bills shall be issued in denominations (maturity value) of 010,000, 050,000, 0100,000,. 0500,000, 01,000,000, 05,000,000 and 010,000,000. Exchange of these bills from higher to lower and lower. to higher denominations of identical issue may be effected at the Government Securities Department, Central Bank of the Philippines. However, Treasury Bills in interim form may beissued in any face amount, provided, they shall be in even multiples of 010,000.



Taxation. - The income derived from Treasury Bills, whether interest (c): or gain from the sale or other disposition of the bills, does not have any exemption, as such, and any loss from the sale or other disposition of Treasury Bills are governed by the provisions of the National Internal Revenue Code (C.A. No. 466, as amended) in force at the time of issue. For purposes of taxation, the amount of discount at which Treasury Bills are originally sold by the Republic of the Philippines shall be considered interest. Sec. 4. Issue, Placement, Sale, Servicing and Redemption. - The actual issue, placement, sale, servicing and redemption of Treasury Bills shall be effected by authority of the Minister of Finance, through the Central Bank of the Philippines, as Fiscal Agent of the Government of the Republic of the Philippines, as provided in sections one hundred twenty.-two,one hundred twenty-three and one hundred twenty-four of the Central Bank Act. II.



SALE THROUGH AUCTION



Sec. 5.. Public Notice of Offering. - The Minister of Finance may, from time to time, by public notice, offer Treasury Bills for sale, and invite tenders, therefor, through the Central Bank. The Treasury Bills so offered, and tenders received, shall be subject to the terms and conditions imposed under these rules and regulations, except as they may be modified by the Minister of Finance, in consultation with the Monetary Board, which shall be made part of the public notice of offering. Such announcement shall indicate the amount of the bills offered for sale, the date of issue, the maturity date, the date and closing hour for the receipt of tenders at the Government Securities Department, Central Bank, and the date and hour on which payment for accepted tenders must be made or completed;. Sec. 6. Tenders: Submission Through the Central Bank of the Philippines. Tenders in response to any such public notice shall be received only at the Government Securities Department, Central Bank of the. Philippines, and unless received on or before the time fixed for closing, shall be disregarded. Each tender shall be for an amount of not less than p5 million (maturity value) for non-dealers and PlO million In the case of competitive tenders, the price or prices offered by the for dealers. bidder for the amount or amounts (at maturity value) applied for shall be stated and shall be expressed on the basis of 100, with not more than three decimals, e.g., Fractions may not be used. Tenders shall be submitted on the printed form 98.925. prescribed and forwarded duly sealed in a special envelope which shall be supplied upon application to the Government Securities Department; Central Bank of the Philippines. If a special envelope is not available, the inscription "Tenders for Treasury Bills" may be placed on the envelope used. Deposit Requirement. - Tenders made by corporations, firms Sec. 7. Tenders: and partnerships, other than Central Bank accredited securities dealers and commercial banking institutions, must be accompanied by payment of five (5%) percent of the face amount of Treasury Bills applied for, in cash, bank manager's/cashier's or certified checks, unless the tenders are accompanied by an expressed guaranty of payment by an incorporated bank having a demand deposit account with the Central Bank of the Philippines. . Tenders in the form Receipt and Processing of Tenders. Tenders: Sec. 8.(a). prescribed under Section 6 above, shall be submitted to the Office. of the Director,



Government Securities Department, Central Bank of. the Philippines, prior to the time of the deadline fixed under Section 5 above, for the receipt of tenders. Immediately, upon receipt, the tenders shall be stamped with the time-date clock and tenders received after theclosing hour shall be unacceptable. All tenders received shall be opened immediately after the deadline of the Treasury Bills Auction Committee composed of the Minister of Finance or his authorized representative, as Chairman; the Governor,. Central Bank of the Philippines or in his absence, the Deputy Governor, Domestic Operations Sector, as Vice-Chairman; the Treasurer of the Philippines or. his authorized representative, as member; the Assistant Treasurer of the Philippines for Financial Affairs or his alternate, as member; the Chief, Public Debt Management Service, Bureau of the Treasury, or his alternate, as member; the Special Assistant to the Governor, In-charge of CB Treasury or his alternate, as member; the CB Corporate Auditor, Commission on Audit or his alternate, as member; the Director of the Government Securities Department or his alternate, as member; and the Assistant Director, Government Securities Department, in-charge of Auction & Placement Division or his alternate, as member. The Associate Director, Government Securities Department shall act as Executive Secretary (with the rank of member), and committee staff support shall be provided by the appropriate division of The Minister of Finance may designate an addithe Government Securities Department. tional member or members, in the Auction Committee as he may deem appropriate.



The tenders shall then be tabulated in array form according to prices offered, beginning with the highest down to the lowest tender price, and proposed awards shall be determined for submission to the minister of Finance for his approval. The Committee shall present the proposed awards by means of a Bidding Report with a covering memorandum to the Minister of Finance with such pertinent information and recommendation as the Committee may deem appropriate. Acceptance by the Minister of Finance.- The Minister of (b). Tenders: Finance, in consultation with the Central Bank of the Philippines, will determine the acceptable prices offered and will make a public announcement of the amount and price range of accepted bids. Those who submitted tenders shall be advised by the Government Securities Department, Central Bank of the Philippines of the acceptance or rejections thereof, and payment on accepted tenders must be made or completed on the date specified in the public notice at the said Department of the Central Bank. Apportionment of Awards and Reservation of Right to Reject. Sec. 9. Tenders: The highest price offered by competitive bidders will be accepted in full down to the amount required after deducting the total amount of non-competitive bids from the total. amount of issue/s, and, if the same (cut-off) price appears in two or more tenders and it is necessary to accept only a part of the amount offered at such price,. the amount accepted at such price shall be prorated in accordance with the respective amounts applied for. The price of non-competitive bids shall be reckoned from the average of the prices tendered by accepted competitive bidders. The Minister of Finance, hereby expressly reserves the right to reject any or all tenders or parts of the tenders and to award less than the amount applied for and any action he may take in one such respect shall be final.



Sec. 10. Discount Rates and Price Computations on Treasury Bills. - Computation on discount rates on Treasury Bills shall be made on a 360-day "true discount



basis" in relation to a fractional part of a year representing the exact number of days a bill is to run and the price so tendered. The formula to determine the purchase price is as follows: PAR (360) PP =



360 + (r) (t) Likewise, the discount rate (yield) shall be determined on the same basis with the purchase price given. The formula to determine the discount rate is as follows: 360 (PAR - PP)



x 100



r = PP (t)



Legend: - is the purchase price PP PAR - is the par value or face value of the bill - is the discount rate or yield to maturity expressed in decimals r - is the number of days to run to maturity t Payment of Accepted Tenders. - Settlement of accepted tenders Sec. 11. Tenders: in accordance with the bids must be made or completed at the Government Securities Department, Central Bank of the Philippines, in cash, bank manager's/cashier's check or charge to the institution's Central Bank account; or such settlement may be made Whenever the settlement is made in in maturing Treasury Bills accepted in exchange. maturing Treasury Bills, cash adjustment shall be made for the difference between the par value of the maturing bills and the issue price of the new bills. . III.



SALE AT FIXED DISCOUNT



Authority to Sell at Fixed Discount. - With the approval of the Sec. 12. President of the Philippines, the Minister of Finance may, after consultation with the Monetary Board, authorize the sale of Treasury Bills at fixed discount on a negotiated.basis subject to the terms and conditions prescribed by the Minister of Finance: Provided, however, that whenever practicable, the sale of Treasury Bills through auction should be given preference over such negotiated sale. Determination of Applicable Fixed Discount Rate. - In the determination Sec. 13. of the applicable fixed discount rate to be used in the sale of Treasury Bills on negotiated basis, reference shall be made to the weighted average discount rate of auctioned Treasury Bills of the last auction of similar maturity as basis; otherwise, it shall be that rate fixed by the Open Market Committee, duly approved by the Minister of Finance. IV.



MISCELLANEOUS



Special Demand Deposit Account. - The Bureau of the Treasury shall Sec. 14. maintain a "Special Demand Deposit Account - Treasury Bills" with the Central Bank of the Philippines to which all proceeds from the sale of Treasury Bills under R.A. No. 245, as amended, shall be credited. In order to insure the prompt payment upon maturity of the Treasury Bills covered by these rules and regulations, a minimum



Y



balance equal to one week's maturing obligations shall at all times be maintained in the said Account. Loss, Theft or Destruction, Etc. - In case of loss, theft, destruction, Sec. 15. mutilation or defacement of the Treasury Bills, the. formalities and requirements prescribed under Presidential Decree No. 649 and as implemented under Central Bank Circular No. 472 dated June 23, 1975 shall be observed. Applications for relief shall be filed with the Government Securities Department, Central Bank of the Philippines.



Reservation as to Terms of these Rules and-Regulations. -. The Minister Sec. 16. of Finance reserves the right to amend, supplement, revise or withdraw all or any of the provisions of these rules and regulations at any time, or from time to time. Department Order No. 31-66 Superseded. - This revised regulation Sec. 17. shall supersede Department Order No. 31-66, Series of 1966, as amended. Central Bank Circular No. 28. - The provisions of Central Bank CircuSec. 18. lar No. 28, as revised and amended, not inconsistent with this Ministry Order, shall have suppletory application to matters not specifically covered by these rules. Effectivity of this Regulation. - These rules and regulations shall Sec. 19. take effect immediately.



JAIL J. ONG Minister of Finance
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