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PART 351—OFFERING OF UNITED
STATES SAVINGS BONDS, SERIES EE
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AUTHORITY: 5 U.S.C. 301; 12 U.S.C. 391; 31
U.S.C. 3105.

SOURCE: 55 FR 567, Jan. 5, 1990, unless oth-
erwise noted.

§ 351.0 Offering of bonds.
The Secretary of the Treasury offers

for sale to the people of the United
States, United States Savings Bonds of
Series EE, hereinafter referred to as Se-
ries EE bonds or bonds. This offer, effec-
tive May 1, 1997, will continue until
terminated by the Secretary of the
Treasury.

[55 FR 567, Jan. 5, 1990, as amended at 58 FR
60938, Nov. 18, 1993; 60 FR 15431, Mar. 23, 1995;
62 FR 24281, May 2, 1997]

§ 351.1 Governing regulations.
Series EE bonds are subject to the

regulations of the Department of the
Treasury, now or hereafter prescribed,
governing United States Savings Bonds
of Series EE and HH, contained in De-
partment of the Treasury Circular,
Public Debt Series No. 3–80 (part 353 of
this chapter). Treasury expressly dis-
claims the effect of, and does not war-

ranty the correctness of, any represen-
tations or warranties regarding Series
EE bonds, wherever made, that in any
way conflict with the terms and condi-
tions of Series EE bonds, as set out in
these and other regulations and other
applicable law. The regulations in part
370 of this chapter apply to trans-
actions for the purchase of United
States Savings Bonds issued through
the Bureau of the Public Debt. The reg-
ulations in part 370 do not apply to
transactions for the purchase of bonds
accomplished through issuing agents
generally, unless and to the extent oth-
erwise directed by the Commissioner of
the Bureau of the Public Debt.

[63 FR 64551, Nov. 20, 1998]

§ 351.2 Description of bonds.

(a) General. Series EE bonds are
issued only in registered form and are
nontransferable.

(b) Denominations and prices. Series
EE bonds are issued on a discount
basis. The denominations and purchase
prices are as follows:

Denomination
Pur-
chase
price

$501 ............................................................ $25.00
751 ............................................................. 37.50
100 ............................................................. 50.00
200 ............................................................. 100.00
500 ............................................................. 250.00
1,000 ........................................................... 500.00
5,000 ........................................................... 2,500.00
10,000 ......................................................... 5,000.00

1 As of October 1, 1990, $50 & $75 denominations
were no longer available through payroll savings
plans or through employee thrift, savings, vacation
or similar plans.

(c) Term—original maturity periods for
bonds issued prior to May 1, 1995. The
issue date of a Series EE bond is the
first day of the month in which pay-
ment of the issue price is received by
an authorized issuing agent. Series EE
bonds issued prior to May 1, 1995, have
‘‘original’’ maturity periods, also re-
ferred to as ‘‘initial’’ maturity periods,
as follows:

Issue dates—1st day of: Original maturity dates—1st day of: Original terms

Jan. 1980–Oct. 1980 ..................................................... Jan. 1991–Oct. 1991 11 years.
Nov. 1980–Apr. 1981 ..................................................... Nov. 1989–Apr. 1990 9 years.
May. 1981–Oct. 1982 .................................................... May 1989–Oct. 1990 8 years.
Nov. 1982–Oct. 1986 ..................................................... Nov. 1992–Oct. 1996 10 years.
Nov. 1986–Feb. 1993 .................................................... Nov. 1998–Feb. 2005 12 years.
Mar. 1993–Apr. 1995 ..................................................... Mar. 2011–Apr. 2013 18 years.
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(d) Redemption. A Series EE bond may
be redeemed after 6 months from its
issue date. The Secretary of the Treas-
ury may not call Series EE bonds for
redemption prior to final maturity.

(e) Investment yield (interest) during
original maturity periods—bonds bearing
issue dates of November 1, 1982 through
April 1, 1995. The investment yield of a
Series EE bond bearing issue dates of
November 1, 1982, through April 1, 1995,
from its issue date to each interest ac-
crual date occurring less than 5 years
after issue, will be as shown in Tables
1, 2, and 3 in the appendix to this part.

(1) Guaranteed minimum investment
yield. The guaranteed minimum invest-
ment yield of a bond from its issue date
to each semiannual interest accrual
date occurring on or after 5 years from
issue up to original maturity will be 7.5
percent per annum, compounded semi-
annually, for a bond bearing an issue
date of November 1, 1982, through Octo-
ber 1, 1986, and 6 percent per annum,
compounded semiannually, for a bond
bearing an issue date of November 1,
1986, through February 1, 1993; and, 4
percent per annum, compounded semi-
annually, for a bond bearing an issue
date of March 1, 1993, through April 1,
1995. Interest that accrues on a Series
EE bond becomes part of its redemp-
tion value and is paid, as set out in
§ 351.2 (h).

(2) Market-based variable investment
yield. If a Series EE bond is not sooner
redeemed, its yield 5 years after its
issue date and on each successive semi-
annual interest accrual date will be de-
termined as follows:

(i) For each 6-month period, starting
with the period beginning on May 1,
1982, the average market yield on out-
standing marketable Treasury securi-
ties with a remaining term to maturity
of approximately 5 years during such
period will be determined.

(ii) For bonds bearing issue dates of
November 1, 1982, through April 1, 1989,
the market-based variable investment
yield from the issue date of a bond to
its semiannual interest accrual date 5
years thereafter will be 85 percent,
rounded to the nearest one-fourth of 1
percent, of the arithmetic average of
the market yield averages for the ten
6-month periods starting with the 6-

month period that most recently ended
before such issue date.

(iii) For bonds bearing issue dates of
May 1, 1989 through April 1, 1995, the
market-based variable investment
yield from the issue date to the semi-
annual interest accrual date 5 years
thereafter will be 85 percent, rounded
to the nearest one-hundredth of 1 per-
cent, of the arithmetic average of the
market yield averages for the ten 6-
month periods starting with the 6-
month period that most recently ended
before such issue date.

(iv) In determining the market-based
variable investment yield for a bond
from its issue date to each successive
semiannual interest accrual date oc-
curring after 5 years from issue up to
original maturity, the average market
yield for each additional 6-month pe-
riod will be included in the computa-
tion.

(v) The determination by the Sec-
retary of the Treasury, or his delegate,
of the average market yields shall be
final and conclusive.

Example. For bonds bearing issue dates of
November 1, 1982, through April 1, 1983, the
market-based variable investment yield from
issue date to 5 years will be determined from
the ten 6-month market yield averages for
the period from May 1, 1982, through April 30,
1987. The market-based variable investment
yield from issue to 51⁄2 years will be deter-
mined for the period from May 1, 1982,
through October 31, 1987. For bonds bearing
issue dates of May 1, 1983, to October 1, 1983,
the 5 year market-based variable investment
yield will be determined for the period from
November 1, 1982, through October 31, 1987,
and the 51⁄2 year market-based variable in-
vestment yield will be determined from No-
vember 1, 1982, through April 30, 1988. ln each
case where a bond is held for 5 years or
longer during its original maturity period,
its redemption value on the appropriate in-
terest accrual date will be determined from
such yield, unless the guaranteed minimum
yield, compounded semiannually, as speci-
fied in § 351.2(e)(1), from issue to that accrual
date results in a higher redemption value.

(f) Investment yields (interest) during
original maturity periods—bonds issued
prior to November 1, 1982. For bonds
bearing issue dates of January 1, 1980,
through October 1, 1982, the investment
yields shall be as follows:

(1) Guaranteed minimum investment
yield. The guaranteed minimum invest-
ment yields on bonds bearing issue
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dates prior to November 1, 1982, are
made available, on request, by the Bu-
reau of the Public Debt, Parkersburg,
West Virginia 26106–1328.

(2) Market-based variable investment
yield. If a bond is held for a period of 5
years after its first semiannual inter-
est accrual period, occurring on or
after November 1, 1982, its yield for
such period, and to each successive
semiannual interest accrual date up to
its original maturity, shall be either
the guaranteed minimum investment
yield specified above in paragraph (f)(1)
of this section or the market-based
variable investment yield computed as
provided in paragraph (e)(2) of this sec-
tion, whichever produces the greater
value, using the appropriate number of
6-month periods. The first such period
began on May 1, 1982.

(g) Extended maturity periods for bonds
bearing issue dates prior to May 1, 1995—

(1) General. The terms extended maturity
period, second extended maturity period,
and extended maturity, as used herein,
refer to periods after the original ma-
turity dates of the bonds during which
owners may retain them at interest.
No special action is required of owners
desiring to take advantage of any ex-
tensions herein granted.

(2) Extensions granted for bonds bear-
ing issue dates prior to May 1, 1995. As
described in the charts below, owners
of Series EE bonds may retain their
bonds for an extended maturity period
of l0 years. Owners of Series EE bonds
also may retain their bonds for a sec-
ond extended maturity period having a
period such that, if outstanding, inter-
est shall accrue for a term totaling 30
years from the issue date. Each Series
EE bond will reach its final maturity
and cease to accrue interest 30 years
after its issue date.

Issues dates—1st day of: Original terms Original maturity dates-day
of:

Final maturity dates—
1st day of:

Jan. 1980–Oct. 1980 .............. 11 years ................................. Jan. 1991–Oct. 1991 ............. Jan. 2010–Oct. 2010.
Nov. 1980–Apr. 1981 ............. 9 years ................................... Nov. 1989–Apr. 1990 ............ Nov. 2010–Apr. 2011.
May 1981–Oct. 1982 .............. 8 years ................................... May 1989–Oct. 1990 ............. May 2011–Oct. 2012.
Nov. 1982–Oct. 1986 ............. 10 years ................................. Nov. 1992–Oct. 1996 ............ Nov. 2012–Oct. 2016.
Nov. 1986–Feb. 1993 ............. 12 years ................................. Nov. 1998–Feb. 2005 ............ Nov. 2016–Feb. 2023.
Mar. 1993–Apr. 1995 ............. 18 years ................................. Mar. 2011–Apr. 2013 ............ Mar. 2023–Apr. 2025

Issues dates—1st day of: 1st extended maturity
dates—

1st day of:*

Years to final maturity Final maturity dates—
1st day of:

Jan. 1980–Oct. 1980 .............. Jan. 2001–Oct. 2001 ............. 9 years ................................... Jan. 2010–Oct. 2010.
Nov. 1980–Apr. 1981 ............. Nov. 1999–Apr. 2000 ............ 11 years ................................. Nov. 2010–Apr. 2011.
May 1981–Oct. 1982 .............. May 1999–Oct. 2000 ............. 12 years ................................. May 2011–Oct. 2012.
Nov. 1982–Oct. 1986 ............. Nov. 2002–Oct. 2006 ............ 10 years ................................. Nov. 2012–Oct. 2016.
Nov. 1986–Feb. 1993 ............. Nov. 2008–Feb. 2015 ............ 8 years ................................... Nov. 2016–Feb. 2023.
Mar. 1993–Apr. 1995 ............. Mar. 2021–Apr. 2023 ............ 2 years ................................... Mar. 2023–Apr. 2025

* At 10 years after original maturity.

(3) Determination of redemption values
during any extended maturity period for
bonds bearing issue dates prior to May 1,
1995. The redemption value of a bond on
a given interest accrual date during an
extended maturity period or periods
will be the higher of the value produced
using the applicable guaranteed min-
imum investment yield or the value
produced using the appropriate mar-
ket-based variable investment yield.
The calculation of these yields and the
resulting redemption values are de-
scribed below:

(i) Guaranteed minimum investment
yield and resulting values during an ex-

tended maturity period. A bond may be
subject to one guaranteed minimum in-
vestment yield during its original ma-
turity period and to another such yield
during each of its extended maturity
periods. Bonds that entered an ex-
tended maturity period from May 1,
1989, through February 1, 1993, have a
guaranteed minimum investment yield
of 6 percent per annum, compounded
semiannually, during that extended
maturity period. Bonds that entered or
enter an extended maturity period on
or after March 1, 1993, have a guaran-
teed minimum investment yield of 4
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percent per annum, compounded semi-
annually, during that extended matu-
rity period, or the guaranteed min-
imum investment yield in effect at the
beginning of that period. In order to
determine values for a bond during its
first extended maturity period, the
value of the bond at the end of its
original maturity period is determined
using the guaranteed minimum invest-
ment yield applicable to that period.
This value is then used as the base
upon which interest accrues during the
first extended maturity period at the
applicable guaranteed minimum in-
vestment yield for that period. The
value thus attained at first extended
maturity (10 years after original matu-
rity) is then used as the base upon
which interest accrues during the sec-
ond extended maturity period at the
applicable guaranteed minimum in-
vestment yield for that period. The re-
sulting semiannual values are then
compared with the corresponding val-
ues determined using the applicable
market-based variable investment
yields.

(ii) Market-based variable investment
yield and resulting values during an ex-
tended maturity period. For a bond be-
ginning an extended maturity period,
the market-based variable investment
yield from its first semiannual interest
accrual date occurring on or after No-
vember 1, 1982, or its issue date, which-
ever is later, to each semiannual inter-
est accrual date occurring on or after
November 1, 1989, will be 85 percent,
rounded to the nearest one-hundredth
of one percent, of the arithmetic aver-
age of the market yield averages for
the appropriate number of 6-month pe-
riods involved, beginning with the pe-
riod from May l, 1982, or the 6-month
period that most recently ended before
the issue date, whichever period occurs
later. The value of a bond on its first
semiannual interest accrual date oc-
curring on or after November l, l982, or
its issue date, whichever is later, is
used as the base upon which interest
accrues during the extended maturity
period at the applicable market-based
variable investment yield. As described
above, the bond will receive the higher
of the two values produced using the
applicable market-based variable in-

vestment yield and guaranteed min-
imum investment yield.

(h) Accrual and payment of interest for
bonds issued prior to May 1, 1995. Inter-
est accrues on a Series EE bond and be-
comes a part of the redemption value
which is paid when the bond is cashed.
For bonds with issue dates from Janu-
ary 1, 1980, through October 1, 1980, the
redemption value increases on the first
day of each month from the third
through the thirtieth month after
issue, and thereafter on the first day of
each successive 6-month period. For
bonds with issue dates from November
1, 1980, through October 1, 1986, the re-
demption value increases on the first
day of each month from the third
through the eighteenth month after
issue, and thereafter on the first day of
each successive 6-month period. For
bonds with issue dates from November
1, 1986, through February 1, 1993, the re-
demption values increase on the first
day of each month from the third
through the thirtieth month after
issue, and thereafter on the first day of
each successive 6-month period. For
bonds with issue dates of March 1, 1993
through April 1, 1995, the redemption
values increase on the first day of each
month from the third through the six-
tieth month after issue, and thereafter
either on the first day of each month
or on the first day of each successive 6-
month period, whichever accrual sched-
ule ensures that the actual yield from
issue date to redemption date is in no
case less than 4 percent per annum,
compounded semiannually. The inter-
est on an outstanding bond ceases to
accrue 30 years after its issue date.

(i) Tables of redemption values for
bonds issued prior to May 1, 1995. For
bonds with issue dates of November 1,
1982 through April 1, 1995, Tables 1, 2,
and 3, in the appendix to this part,
show the established redemption values
and investment yields for the first 41⁄2
years after issue and redemption values
produced by guaranteed minimum in-
vestment yields from 5 years after
issue to original maturity. For bonds
issued prior to November 1, 1982, tables
showing the established redemption
values and investment yields for inter-
est accrual dates occurring less than 5
years from the first semiannual inter-
est accrual period starting on or after
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November 1, 1982, and the guaranteed
minimum investment yields and re-
sulting redemption values for interest
accrual dates occurring thereafter to
original maturity, are made available
by the Bureau of the Public Debt, Par-
kersburg, West Virginia 26106–1328. The
market-based variable investment
yields for bonds redeemed during each
6-month period, beginning on May 1
and November 1 of each year, are made
available prior to each of those dates
by the Bureau of the Public Debt, ac-
companied by tables of the redemption
values of bonds for the following 6
months, as determined by applicable
market-based variable investment
yields or guaranteed minimum invest-
ment yields.

(j) Market-based interest rate and re-
demption values—bonds bearing issue
dates of May 1, 1995, through April 1,
1997. (1) The following definitions apply
for determining the interest rates and
redemption values for bonds bearing
issue dates of May 1, 1995, through
April 1, 1997:

(i) Market yields. Treasury uses mar-
ket bid yields for bills, notes, and
bonds to create a yield curve based on
the most actively traded Treasury se-
curities. This curve relates the yield on
a security to its time to maturity.
Yields at particular points on the curve
are referred to as ‘‘constant maturity
yields’’ and are determined by the
Treasury from this daily yield curve.
The 6-month and 5-year Treasury secu-
rities rates described below are derived
from these yield curves.

(ii) Short-term savings bond rate. No
less frequently than on each May 1 and
November 1, Treasury announces a
short-term savings bond rate. To deter-
mine this rate, Treasury compiles 6-
month Treasury securities rates as of
the close of business for each day of the
previous three months and calculates
the monthly average for each month,
rounding each monthly average to the
nearest one-hundredth of one percent.
The short-term savings bond rate is
then determined by taking 85 percent
of the three-month average and round-
ing the result to the nearest one-hun-
dredth of one percent. If the regularly
scheduled date for the announcement
(for example, May 1) is a day when the
Treasury is not open for business, then

the announcement is made on the next
business day and is effective as of the
first day of that month. For bonds en-
titled to interest accruals at the short-
term savings bond rate, that rate ap-
plies to the bond’s first full semiannual
interest accrual period following each
announcement of the rate.

(iii) Long-term savings bond rate. No
less frequently than on each May 1 and
November 1, Treasury announces a
long-term savings bond rate. To deter-
mine this rate, Treasury compiles 5-
year Treasury securities rates as of the
close of business for each day of the
previous six months and calculates the
monthly average for each month,
rounding each monthly average to the
nearest one-hundredth of one percent.
The long-term savings bond rate is
then determined by taking 85 percent
of the 6-month average and rounding
the result to the nearest one-hundredth
of one percent. If the regularly sched-
uled date for the announcement (for ex-
ample, May 1) is a day when the Treas-
ury is not open for business, then the
announcement is made on the next
business day and is effective as of the
first day of that month. For bonds en-
titled to interest accruals at the long-
term savings bond rate, that rate ap-
plies to the bond’s first full semiannual
interest accrual period following each
announcement of the rate.

(iv) Base denomination. All redemp-
tion value calculations are performed
on a hypothetical denomination of $25
having a value at the beginning of the
first earning period equal to an issue
price of $12.50. Redemption values for
bonds of greater denominations are in
direct proportion according to the
ratio of denominations. For example, if
the value of a hypothetical $25 denomi-
nation is $26.80—i.e., $12.50 issue price
plus $14.30 accrued interest—on the
same redemption date, the value of a
$50 bond bearing the same issue date is
$26.80 × (50 ÷ 25) or $53.60.

(v) Issue date. The issue date of a Se-
ries EE bond is the first day of the
month in which payment of the issue
price is received by an authorized
issuing agent.

(vi) Semiannual earning periods and
accrual dates. Bonds bearing issue dates
of May 1, 1995, through April 1, 1997,
earn interest during each successive six
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month period from date of issue to
final maturity. Interest accrues, imme-
diately following each earning period,
on each semiannual anniversary of the
date of issue, including the date of
final maturity.

(vii) Original maturity. Bonds reach
original maturity at 17 years after date
of issue.

(viii) Final maturity. Bonds reach
final maturity at 30 years after date of
issue. A bond ceases to earn interest at
final maturity.

(2) Interest rates and redemption values
for bonds held 5 years or less. The inter-
est rate for a Series EE bond bearing
an issue date of May 1, 1995, through
April 1, 1997, for semiannual earning
periods during the first 5 years from
date of issue, is the short-term savings
bond rate determined as defined in
paragraph (j)(1)(ii) of this section. Re-
demption values for semiannual ac-
crual dates occurring on or before 5
years from date of issue are calculated
in accordance with paragraph (j)(5) of
this section.

(3) Interest rates and redemption values
for bonds held 5 years and 6 months and
longer. The interest rate for a Series
EE bond bearing an issue date of May
1, 1995, through April 1, 1997, for semi-
annual earning periods beginning 5
years from date of issue through origi-
nal maturity, is the long-term savings
bond rate determined as defined in
paragraph (j)(1)(iii) of this section. Re-
demption values for semiannual ac-
crual dates occurring after 5 years
from date of issue, through original
maturity, are calculated in accordance
with paragraph (j)(5) of this section, ex-
cept that the redemption value at the
date of original maturity, as provided
in paragraph (j)(1)(vii) of this section,
shall not be less than the denomination
(face amount or face value).

(4) Interest rates and redemption values
for bonds during an extended maturity pe-
riod. From 17 years after date of issue
to the final maturity date (the ‘‘ex-
tended maturity period’’) the bond will
be subject to the terms and conditions
in effect when it is issued, and will con-
tinue to earn interest as described in
paragraph (j)(3) of this section, unless
the terms and conditions applicable to
an extended maturity period are ex-

pressly amended prior to the beginning
of such period.

(5) Redemption value calculations. In-
terest on a bond accrues and becomes
part of the redemption value which is
paid when the bond is cashed. The re-
demption value of a bond on the ac-
crual date immediately following each
semiannual earning period is deter-
mined as follows:

(i) The applicable long-term or short-
term savings bond rate for the semi-
annual earning period is converted to
decimal form by dividing by 100, and is
adjusted to a semiannual rate by divid-
ing by 2.

(ii) Using redemption values for the
base denomination, as defined in para-
graph (j)(1)(iv) of this section, this rate
is then multiplied by the redemption
value of the bond at the beginning of
the semiannual earning period.

(iii) The resulting interest amount,
rounded to the nearest cent, is added to
the redemption value of the bond at
the beginning of the earning period to
produce the redemption value at the
next semiannual accrual date. The re-
demption value of a bond remains con-
stant between accrual dates.

(6) The Secretary’s determination. The
determination by the Secretary of the
Treasury, or his delegate, of the mar-
ket yields, and the long-term and
short-term savings bond rates, shall be
final and conclusive.

(7) Tables of redemption values. Tables
of redemption value are made available
by the Bureau of the Public Debt, Par-
kersburg, West Virginia 26106–1328,
prior to the periods during which the
redemption values are payable.

(k) Interest rate and redemption val-
ues—bonds bearing issue dates of May 1,
1997, or thereafter.

(1) The following definitions apply
for determining the interest rates and
redemption values for bonds bearing
issue dates of May 1, 1997, or there-
after:

(i) Market yields. Treasury uses mar-
ket bid yields for bills, notes, and
bonds to create a yield curve based on
the most actively traded Treasury se-
curities. This curve relates the yield on
a security to its time to maturity.
Yields at particular points on the curve
are referred to as ‘‘constant maturity
yields’’ and are determined by the

VerDate 11<MAY>2000 09:45 Aug 21, 2001 Jkt 194116 PO 00000 Frm 00293 Fmt 8010 Sfmt 8010 Y:\SGML\194116T.XXX pfrm07 PsN: 194116T



294

31 CFR Ch. II (7–1–01 Edition)§ 351.2

Treasury from this daily yield curve.
The 5-year Treasury securities yields
described below are derived from these
yield curves.

(ii) Savings bonds rate. No less fre-
quently than on each May 1 and No-
vember 1, Treasury announces a vari-
able market-based savings bonds rate.
To determine this rate, Treasury com-
piles 5-year Treasury securities yields
as of the close of business for each day
of the previous six months and cal-
culates the monthly average to the
nearest one-hundredth of one percent.
The savings bonds rate is then deter-
mined by taking 90 percent of the 6-
month average and rounding the result
to the nearest one-hundredth of one
percent. If the regularly scheduled date
for the announcement (for example,
May 1) is a day when the Treasury is
not open for business, then the an-
nouncement is made on the next busi-
ness day, however, the effective date of
the rate remains the first day of the
month of the announcement.

(iii) Base denomination. All redemp-
tion value calculations are performed
on a hypothetical denomination of $25
having a value at the beginning of the
first semiannual rate period equal to
an issue price of $12.50. Redemption
values for bonds of greater denomina-
tions are in direct proportion according
to the ratio of denominations.

(iv) Issue date. The issue date of a Se-
ries EE savings bond is the first day of
the month in which payment of the
issue price is received by an authorized
issuing agent.

(v) Accrual date. Interest on a Series
EE savings bond accrues on the first
day of each month beginning with the

fourth month from the date of issue.
The redemption value of a bond does
not change between these accrual
dates.

(vi) Semiannual Rate Periods. Semi-
annual rate periods are the 6-month pe-
riods beginning on the date of issue and
on each semiannual anniversary of the
date of issue to original maturity.

(vii) Original maturity. Bonds reach
original maturity at 17 years after date
of issue.

(viii) Final maturity. Bonds reach
final maturity at 30 years after the
date of issue. Bonds cease to earn in-
terest at final maturity.

(2) Interest rates and monthly accruals
for bonds with issue dates of May 1, 1997,
or thereafter, through original maturity.
Savings bonds rates defined in para-
graph (k)(1)(ii) of this section apply to
earnings during the first semiannual
rate period beginning on or after the
effective date of the rate. Interest is
credited on the first day of each month
and compounded semiannually. Inter-
est accrues beginning with the fourth
month from the date of issue. For exam-
ple, a bond issued in January has inter-
est first credited on May 1, which rep-
resents one month of interest because
of the 3-month interest penalty. The
following table shows, for any given
month of issue with rates announced
each May and November, the months
making up the semiannual rate period
during which interest is earned at the
announced rate (disregarding the pen-
alty for bonds redeemed prior to 5
years after the date of issue) and the
months in which the bonds increase in
value. This rate is an annual rate com-
pounded semiannually.

If issue month is: And rate announcement/ef-
fective date is:

Then, semiannual rate peri-
ods in which interest is

earned include months of:

And bonds increase in value on
1st day of months of:

JAN or JUL ............................. May 1 ..................................... JUL through DEC .................. AUG through JAN.
FEB or AUG ........................... May 1 ..................................... AUG through JAN ................. SEP through FEB.
MAR or SEP ........................... May 1 ..................................... SEP through FEB .................. OCT through MAR.
APR or OCT ........................... May 1 ..................................... OCT through MAR ................ NOV through APR.
MAY or NOV .......................... May 1 ..................................... MAY through OCT ................. JUN through NOV.
JUN or DEC ........................... May 1 ..................................... JUN through NOV ................. JUL through DEC.
JAN or JUL ............................. November 1 ........................... JAN through JUN .................. FEB through JUL.
FEB or AUG ........................... November 1 ........................... FEB through JUL ................... MAR through AUG.
MAR or SEP ........................... November 1 ........................... MAR through AUG ................ APR through SEP.
APR or OCT ........................... November 1 ........................... APR through SEP ................. MAY through OCT.
MAY or NOV .......................... November 1 ........................... NOV through APR ................. DEC through MAY.
JUN or DEC ........................... November 1 ........................... DEC through MAY ................. JAN through JUN.

VerDate 11<MAY>2000 09:45 Aug 21, 2001 Jkt 194116 PO 00000 Frm 00294 Fmt 8010 Sfmt 8010 Y:\SGML\194116T.XXX pfrm07 PsN: 194116T



295

Fiscal Service, Treasury § 351.2

(3) Interest penalty for Series EE bonds
with issue dates of May 1, 1997, or there-
after, redeemed less than 5 years following
the issue dates. If a Series EE savings
bond with an issue date of May 1, 1997,
or thereafter, is redeemed less than
five years following the date of issue,
the overall earning period from the
date of issue will be reduced by three
months. For example, if a bond issued
January 1, 1998, is redeemed 9 months
later on October 1, 1998, the redemption
value will be determined by applying
the redemption value calculation for-
mula described in paragraph (k)(4) of
this section and the savings bonds rate
for that bond at 6 months after the
date of issue on July 1, 1998. The re-
demption value of a bond subject to the
3-month interest penalty shall not be
reduced below the issue price. This pen-
alty does not apply to bonds redeemed
5 years or more after the date of issue.

(4) Redemption value calculations.
(i) Interest on a bond accrues and be-

comes part of the redemption value
which is paid when the bond is surren-
dered for payment. The redemption
value of a bond at original maturity
shall not be less than the face amount/
denomination of the bond.

(ii)(A) The redemption value of a
bond for the accrual date (the first day
of each month beginning with the
fourth month from the date of issue) is
determined in accordance with this
section and the following formula:

FV = PV × {[1+(i ÷ 2)](m÷6)} where
FV (future value) = redemption value

on redemption date rounded to the
nearest cent.

PV (present value) = redemption value
at the beginning of the semiannual
rate period as defined in paragraph
(k)(l)(vi) of this section.

i = savings bonds rate as defined in
paragraph (k)(1)(ii) of this section
converted to decimal form by divid-
ing by 100.

m = number of full calendar months
outstanding during the semiannual
rate period.
(B) The following hypothetical exam-

ple illustrates how this formula is ap-
plied:

Example, assume a hypothetical savings
bonds rate of 5.00% effective May 1, 2002, for
a bond denominated at $25, with an issue

date of September 1, 1997 and a redemption
value of $16.00 as of September 1, 2002. The
February 1, 2003, redemption value is cal-
culated as follows: Bonds issue dated in Sep-
tember have semiannual rate periods begin-
ning each March 1 and September 1. The first
semiannual rate period to begin on or after
the effective date of the May 1, 2002, rate
would be the period beginning September 1,
2002. PV, the present value, would be the
value of the bond at the beginning of the
semiannual rate period, on September 1, 2002.
The savings bonds rate of 5.00% converted to
a decimal would be 0.05. The number of
months, m, is 5 since 5 full calendar months
(September through January) have lapsed
since the beginning of the rate period. FV is
then the result of the formula:

FV = $16.00 ×{ [1 + (0.05 ÷ 2)](5÷6)} = $16.33 after
rounding to the nearest cent.

Using the example, the FV of a savings
bond with a $50 or larger denomination can
be determined by applying the appropriate
multiple, for example: $16.33 × ($50.00 ÷ $25.00)
for a bond with a $50.00 face amount; or $16.33
× ($100.00 ÷ $25.00) for a bond with a $100.00
face amount.

(5) Interest rates and redemption values
for bonds during an extended maturity pe-
riod. From 17 years after date of issue
to the final maturity date (the ‘‘ex-
tended maturity period’’) the bond will
be subject to the terms and conditions
in effect when it is issued and will con-
tinue to earn interest as described in
paragraph (k)(2) of this section, unless
the terms and conditions applicable to
an extended maturity period are ex-
pressly amended prior to the beginning
of such period.

(6) The Secretary’s determination. The
determination by the Secretary of the
Treasury, or his delegate, of market
yields, savings bonds rates, rates appli-
cable during any extended maturity pe-
riod, and savings bond redemption val-
ues shall be final and conclusive.

(7) Tables of redemption values. Tables
of redemption values are made avail-
able by the Bureau of the Public Debt,
Parkersburg, West Virginia 26106–1328.
Redemption values published in such
tables reflect the 3-month interest pen-
alty applied to bonds redeemed prior to
5 years from the date of issue.

[55 FR 567, Jan. 5, 1990, as amended at 57 FR
14285, Apr. 17, 1992; 58 FR 60938, 60939, Nov. 18,
1993; 60 FR 15431, 15432, Mar. 23, 1995; 62 FR
24281, May 2, 1997]
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