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[yeasurs Circular Amending Treasury Circular No. 02-2010 dated May 6. 2010, “Prescribing the
Cofventions on the Secondary Market Trading and Settlement of the Muli-Currency Retul
lveusury Bonds of the Republic of the Philippines pursuant to the Program Mcchanics and
Lerms and Conditions in relation thereto™

I PLIRPOSI

Uhis Cireular is issued 1o amend the trading and settlement convention on Multi-Currency Retail
[reasury Bonds preseribed under Treasury Circular No. 02-2010 to adopt a “Trading-on-Net”
convention tor Malti-Currency Retail Treasury Bonds where the settlement amount of the trade
is computed on the point of trade based on the maximum rate of final withholding tax on accrued

interest.

I Sections 6 and 7 of Treasury Cireular No. 02-2010 are hereby amended to read as
follows:

b SETTLEMENT AMOUNT

6.1 Seitdement Amonnt Settlement amount shall be computed as Clean Price plus
the Acerued Interest less Withholding Tax Amount. The awvithholding tax
amonnt computed ar the point of trading shall he hased on the maximuni
rate of final withholdiag tax on acerned interest of the Bonds

62 Bulances m SATT Upon setlement of the trade transaction, the halunces nf
securities i SATT shall be wsed as basis for the caleulation of the
appropriate withhwolding tax due from a seller for cach trade transaction.
The trading marker infrastriucture shall compute and track the appropriate
withholding tax on acerned interest on the basis of the seller's holding period
for the sold securities imventary ax set fortl oty Treasury Clirendar

7 ANTEREST PAYMENT
Diteres) Pavment. On interest payment date, the interest payment due to cach
holder of the Bonds shall be compured net of the applicable final withholding
taves, taking into account the following:

a Tux status and corresponding final withholding rax rare of the seiler:



V.

b Holding Period, which iy the length of time the Bonds are held by the holder
in SATT within a coupon payment period.

¢ Observance of FIFO method for accounting of the Bonds inventory used (o
settle holder's sell transactions during a coupon payment period. and

d Cumulative taves withheld by the seller that will have (o be passed on to the
hiver

OPERATING GUIDELINES.  The Operating Guidelines attached as Annex A of
Treasury Circular No. 02-2010 is hereby amended as stated in the attached Revised
Annex A as follows:

4 Revisions ol No. 6 (Settlement Amount) and sub-sections:

b, Providing new No. 7 (Caleulation of the Applicable Withholding Tax) and sub-

sections.

¢. Providing new No. & (Calculation of applicable adjustments in coupon proceeds on
coupon date) and sub-sections; and

d Amendment of former No. 7 (Handling of ISIN Inventory Balances Relating to
Seeurities Lending Transactions and Repurchase Agreements) as the new No. Y
(Handling of ISIN Inventory Balances Relating to Securities Lending Transactions
and Repurchase Agreements).

TRANSITORY PROVISION

Ihe amendments stated under Article 11 and 11 of this Circular shall be implemented
offective October 29. 2012, which is the next succeeding coupon payment date of the
Multicurrency Retail Treasury Bonds.

EFFECTIVITY

This Treasury Circular shall take effect 15 days after publication in the Offictal Gazetie
or in a newspaper ol general circulation.

T,

ROBERTO B. TAN
I'reagurer of the Philippines

i
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Revised Annes A

OPERATING GUIDELINES
FOR TRADING AND SETTLEMENT OF THE MULTI-CURRENCY
RETAIL TREASURY BONDS US DOLLAR TRANCHES (the "Bonds")

I tnvestor Code. The trading participant (T1) shall assign an investor code associated with the
SATT and cash settlement account of an investor and that such investor code is correctly
entered as part of the details of ¢ach trade. The T™ shall provide for a mechanism for the
handling of incorrectly and/or invalidly entered investor codes.

| 1 Invalid Investor Code. [n case the TP posts an order for il investor code thiit is neit
eniolled with the same 1P or a non-existent code. the investor code shall be considered
ivalid. The trade shall not be processed for settlement and shall be replaced. The TP shall
he required to re-input the correct trade. The TM shall provide for a mechanism for the re-
mputting of the cotrect trade, taking into account the time allowance for such correction
and the trading platform where the same shall be re-inputted.

4

Incorrect Investor Code. I case the TP posts anorder for a valid/existing investor code
hut which the TP assigns th a wrong investor, the investor code shall be considered
incorrect but the trade shall be processed for settlement. The TM shall provide for a
niechanism for the handling of such incorrect investor code. taking into account the
following:

1 21 Time when the error was detected {e.g.. on trade date belore authorization for
settlement. after trade date before authorization Tor settlement, after authorizanon for

settlement):

| 2.2 Whether the wrong seller corresponding 1o the incorrect investor code his balinces
in the SATT: and

| 23 Whether the wrong buyer corresponding to the incorrect investor code has balances
iy the SATT.

2 Handling of Balances of the Bonds in SATT. The SATT shall reflect the balances of the
(Bonds that shall be subject of tax-tracking,

21 Forsetnled sell trades. the Bonds carmarked tor the trade will he subtpacted fram the
Balanee i the SA T

22 For buy trades, the Bonds subject of the buy transactions shall form part of te remanmng
halaiice of the SATT anly atter the trade is tagged us settled in the SAT

V1 At the start of dav ol an interest payment date, with respect to remaining balances in the

SATT:

2500 I'he acquisition date of remaining balances in SAT shall be set at interest
payment date. This indicates that the balance is held in the SATT at the start of
the said interest payment date.

232 All withholding tax position corresponding 10 the remaining balances in SATT as

ol day before the interest payment date shall be set o zero.



25 Unplansed Holiday. Transaction settlements scheduled on a day that is suddenly declared
as o holiday or a day when no settlement will oceur in the TM (an "Unplanned Holiday")
<hall be settled in accordance with the written announcement of Bl

Ouoting Convention. Quotations for the Bonds shall he expressed in terms of Yield 1o

Matarity (YTM) which quotations shall be expressed in pereentage per annuim and up o four

(41 decimal places. The Clean Price (CP) shall be caleulated Trom the inputted Y TM guotation
i th

up 1o the thirteenth (13) decimal place. but displayed only up 1o the sevemh (7 ) decimal

pliace.

Settlement Convention. The standard settlement date shall be the next Trading Day following
the Trading Day when the trades were executed (174 17).

Closed Period. A Closed Period is that period commencing 4 business days ending on and
including the Interest Payment Date. There shall likewise be o Closed Period prior to
redemption which shall commence 4 business days ending on and including the redemption
date During the Closed Perind, no transters of the Bonds shall he allowed.

Settlenient Amount. The settlement amount shall be computed as the Clean Price plus the
Neerited Interest less the withholding tax amount computed at the highest applicable tax rate.

‘Where:
SA=CP+ Al - WTA
(as these terms are hereinafter defined)

o 1 Components of Settlement Amount. Settlement amount 1s composed of the Clean Price
the Accrued Interest and the Withholding Tax Amount.

411  Clean Price (CP). Clean Price is the price per 100 fuce value of the Bands tht
pays periodic interest and is bused on European #7360 day count.

n1 2 Acerued Interest (A1) Accerued Interest is the terest due on the Bonds sinee the
Last coupon pavinent was made and computed based on European 307360 day
conrl

{ Withholding Tax Amount (WTA). The Withholding Tax Amount is computed as
the produet af the nghest applicable ax rate and the Accrued Tnerest (AT) carned
on the Bonds at setlement date;

4]

WTA = Al “ highest applicable tax rate

o Calenlation of the Withholding Tax Amount (WTA) and the Settlement Amonunt.
Mhe calculation of the Withholding Tax Amount of each sell transaction shall be at the
highest applicable tax rate and shall not vary with/depend according 1o, the withholdinz®
tax rate of the seller in the transaction.



6.2 1 Examples.
Case 1: Seller withholding tax rate is 20%. 20% is the highest applicable tax rate.
A taxable seller sold USDI0.000.00 in FV of USDRTB 03-01 bond. The balance has
heen in his SATT since January 29, 2011, the last coupon payment date of the bond
He sold the bond on February 10, 2011 for value date February 11, 2011 at 2:80%
YIM. Coupon rate is 2.875%. Seller's withholding lax rate is 20%. Settlement
amount for the trade is calculated as follows:
SA = CPFFV +AL-WTA
Where:
CP = USD 100 160/100
FV = LISD 10,000.00
Al=1US8D 958
WTA = ALY 20% = (LISD 9.58)% 0.20 = USD .92

SA = USD 10,016.04 + USD 9.58 - USD 1.92
= USD 10,023.70
Case 2: I seller’s withholding tax rate is 10% and 20% is the highest applicable tax
rafe.
SA=CP¥FV +Al -WTA
Where.
WITA = AlL*20% = (USD 9.58)*0.20 = USD 1.92
SA = USD 10.016.04 +USD 9.58 - USD 1,92
= USD 10.023.70
Case 3: 10 seller’s withholding tax rate is 0% and 20% is the highest applicable ta
rafe.
SA = CP*FV +AL-WTA
Where
WITA=Al*20%=(USD 9.58)* 0.20 = USD | .92

LS 1001604 +1UISDOSE - USD 1.92
USD 10.023.70

SA

1

H

6.2.2. For sellers with applicable withholding tax rate lower than highest applicable tax
rate, the TM infrastructure shall upon settlement of the sell transaction compute



and rack for the applicable/appropriate withholding ax of the seller Tor cach
settled trade transaction,  Any adjustments that may arise from the difference
between the Withholding Tax Amount (WTA) paid by the seller and the applicable
withholding tux computed upon settlement ol a sell trunsaction shall he reflected
on the seller’s coupon proceeds on coupon pavment date

7o Caleulation of the Applicable Withholding Tax. The Applic

able Withholding Tax is
composed of the following

1 Withholding Tax on Acerued Interest (WTAID. Withholding Tax on Accrued Interest :
is the applicable tax payable by the seller and is computed as the product of the
appropriate tax rate of the seller, the Accrued Interest earnied on the Bonds and the
Holding Period aver a period ol 360 days:

WITAT = (FVi*coupon rate)*(scller's withholding tax rate)*(11P/360)
Where: TP = the number of days from acquisition date of the sceurities
balance used to settle the transaction. 10 the settlement date
of the sell transaction
22 Passed on Withholding Tax (PWT). Passed on Withholding Tax is compuosed ol (1) the
amount of Withholding Tax on Accrued Interest withheld by the seller (WTAIS) at
purchase of the bond . and (2) the amount of Withholding Tax on Accrued Interest

passed on to the seller by the previous holder/s of the Bonds (WTAIPH) at purchase
of the bon.

23 Examples. Caleulating for the applicable withholding tax of a seller of a settled sell
trunsaction

Case 12 1T seller’s withholding tax rate is 20%.

A taxable seller sold USDIO000.00 in IF'V o VISP 03-01 bond, The b

alinee
Bis been ju s SATT since )

anuary 29. 2011, the [ust coupon payment date of e
bond He sald the bond o February 10, 2011 for vilue date Febroary 112011 0
DROY YN Conpon rate is 2.875%. Seller's withholding tax rate s 20%,  [he
pphicable withholding tax for the seller il the wade setiles is caleulated as follows:
CP = UISD o0 teu/ 100

PV = TISDY Taomyan

Al =LISD 9,58

HE =12 days

Applicable withholding tax = WTAT+ WTAIS + WTAIPH

Where:
WIAT =(USD 10,000.001%(2. 875%)* (20%)* (12/360) = 1ISD | .92

WIFAIS = 0; the balance is with the seller since last coupon payment date



WTAIPH = 0 the balance is with the seller since last coupan payment

date

Applicable withholding tax = WTAL+ WTAIS + WTAIPH ==USD [.92 +0 + 0
USD 1.92

Case 2: I seller’s withholding tax rate is 10%.
Applicable withholding tax = WTAI+ WTAIS + WTAIPH

Where:
WAL = (LUSD 10.000,00)%(2. 875%* (10%)* (12/360) = LISD 0.96
WTAIS = 0: the balance is with the Seller since last coupon payment date
WTAIPH = 0: the balance is with the seller since last coupon paymen

Jate

Applicable withholding tax = WAL+ WTAIS + WTAIPH == 1!SD Q.96 + 0 +0
= USD 0.96

Case 3: If seller’s withholding tax rate is 0%.
Applicable withholding tax = WTAI+ WTAIS + WTAIPH

Where:
WTAL = (USD 10.000.00)%(2. 875%)* (%) (12/360) = USD 0.0
WTAIS = 0: the balance is with the seller since last cotpon payment date
WTAIPI = 05 the balance is with the seller since last coupon payment

date

Applicable withholding tax = WAL+ WTAIS + WTAIPH USD O +0+1()
=0

§ Calculation of applicable adjustments in coupon proceeds on coupon date. On coupon
date. adjustments in coupon proceeds may arise for the lallowing holders:

4. With applicable withiholding tax rate lower than the highest applicable tax rate: and
b, With settled sell transaction within the coupon payment perind.

§ 1 The adjustment shall he computed as follows:

Adjustment in - coupon proceeds = Withholding Tax Amount - Applicable
Withholding Tax

= WTA — (WTAL + WTAIS | WIEALPT ol a settled
sl transactions



D

Fxamples,
Case 1. For seller with withholding tax rate = 10% in the carlier example,

Adjustment in coupon proceeds = WIA — (WAL + WTAIS + WTAIPH) of o

settled sell transactions

Where: WTA = Al*20% = (USD 9.58)* (.20 = USD 1.92
WTAL = (USD 10,000.00y%2. 875%)* (10%)* (12/360) = LISD (.96

WTALIS = 0; the balance is with the seller since last coupon payment

dinte
WTAIPH = 0; the balance is with the seller since last coupon payment

date
Adjustment = USD 192 - USD 096 = USD 0.96 = coupon proceed will be

higher by this amount

Case 2. For seller with withholding tax rate = 0% in the earlier example.

Adjustment in coupon proceeds = WTA — (WTAL + WTAIS + WTAIPH) of 4
settled sell transactions

Where: WTA = Al * 20% = (USD 9.58)* 0.20 - USD 1.92
WTAI = (USD 10.000.00)%2. 875%)* (0%)* (12/360) = USD 0.0
WTAIS = 0: the balance is with the seller sinee last coupon payment date
WTAIPH = 0: the balance is with the seller since last coupon payvinent

date

Adjustment = USD 192 - USD 0.0 = USD 1.92 = coupon proceed will be higher
by this amount

Handling of ISIN Inventory Balances Relating to Securities Lending Transactions and
Repurchase Agreements. [SIN balances i the SA T1 which shall be used as collateral for
securities lending transactions and repurchase transactions shall continue 1o be tx-tracked.



