§351.5

Subpart B—Maturities, Redemption
Values, and Investment Yields
of Series EE Savings Bonds

GENERAL PROVISIONS

§351.5 What is the maturity period of
a Series EE savings bond?

Series EE savings bonds have a total
maturity period of 30 years from the
issue date, consisting of an original
maturity period and one or two periods
of extended maturity, which vary de-
pending on the issue date of the bond.
The interest on an outstanding bond
ceases to accrue 30 years after its issue
date.

§351.6 When may I redeem my Series
EE savings bond?

(a) Bonds with issue dates on or before
January 1, 2003. You may redeem your
Series EE savings bond at any time be-
ginning six months after its issue date.

(b) Bonds with issue dates on or after
February 1, 2003. You may redeem your
Series EE savings bond at any time be-
ginning twelve months after its issue
date.

§351.7 May Series EE savings bonds
be called for redemption prior to
final maturity?

The Secretary of the Treasury may
not call Series EE bonds for redemp-
tion prior to final maturity.

§351.8 When is interest payable on Se-
ries EE savings bonds?

Interest on a bond accrues and be-
comes part of the redemption value. In-
terest earnings are payable upon re-
demption.

§351.9 When will I receive the redemp-
tion value of my Series EE savings
bonds?

(a) You will be paid the redemption
value of your definitive bond when you
surrender the bond for payment as pro-
vided in these regulations and in 31
CFR part 353.

(b) You will be paid the redemption
value of your book-entry bond when it
reaches final maturity, if you have not
redeemed the bond previously.
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§351.10 What do I need to know about
market yields, or market bid yields,
to understand redemption value
calculations in this subpart?

We use market yields, or market bid
yields, derived from Treasury bills,
notes, and bonds, to create a yield
curve based on the most actively trad-
ed Treasury securities. This curve re-
lates 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 de-
termined by the Treasury from this
daily yield curve. Six-month and 5-year
Treasury securities rates are derived
from these yield curves.

§351.11 What do I need to know about
the short-term savings bond rate, to
understand redemption value cal-
culations in this subpart?

We determine this rate by compiling
6-month Treasury securities rates as of
the close of business for each day of the
previous three months and calculating
the monthly average for each month,
rounding each monthly average to the
nearest one-hundredth of one percent.
We then determine the short-term sav-
ings bond rate by taking 85 percent of
the three-month average and rounding
the result to the nearest one-hundredth
of one percent. For bonds entitled to
interest accruals at the short-term sav-
ings bond rate, that rate applies to the
bond’s first full semiannual interest ac-
crual period following each announce-
ment of the rate.

§351.12 What do I need to know about
the long-term savings bond rate, to
understand redemption value cal-
culations in this subpart?

We determine this rate by compiling
b-year Treasury securities rates as of
the close of business for each day of the
previous six months and calculating
the monthly average for each month,
rounding each monthly average to the
nearest one-hundredth of one percent.
We then determine the long-term sav-
ings bond rate by taking 85 percent of
the 6-month average and rounding the
result to the nearest one-hundredth of
one percent. For bonds entitled to in-
terest accruals at the long-term sav-
ings bond rate, that rate applies to the
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bond’s first full semiannual interest ac-
crual period following each announce-
ment of the rate.

§351.13 What do I need to know about
the savings bond rate to under-
stand redemption value calcula-
tions in this subpart?

We determine the savings bond rate
by compiling b-year Treasury securi-
ties yields as of the close of business
for each day of the previous six months
and calculating the monthly average to
the nearest one-hundredth of one per-
cent. We then determine the savings
bonds rate by taking 90 percent of the
6-month average and rounding the re-
sult to the nearest one-hundredth of
one percent.

§351.14 When are rate announcements
that apply to Series EE savings
bonds announced?

(a) The Secretary will furnish rates
that apply to Series EE savings bonds
in announcements published each May
1 and November 1.

(b) If the regularly scheduled date for
the announcement is a day when we
are not open for business, then the Sec-
retary will make the announcement on
the next business day. However, the ef-
fective date of the rate remains the
first day of the month of the announce-
ment.

(c) The Secretary may announce
rates at any other time.

§351.15 Is the determination of the
Secretary on rates and values final?
The Secretary’s determination of
rates of return and savings bond re-
demption values is final and conclu-
sive.

§351.19

§351.16 What do I need to know about
the base denomination for redemp-
tion value calculations?

We base all calculations of interest
on a unit with a principal amount of
$12.50. We use this unit value to deter-
mine the value of bonds in higher de-
nominations. The effect of rounding off
the value of the $12.50 unit increases at
higher denominations. This can work
to your slight advantage or disadvan-
tage, depending on whether the value is
rounded up or down.

Example. The following hypothetical exam-
ple illustrates the calculation: A rate of
3.25% will result in a newly purchased $12.50
unit increasing in value after six months to
$12.70, when rounded to the nearest cent.
Therefore, a $5,000 definitive Series EE bond
(with a principal amount of $2,500) will be
worth $2,5640 after six months ([$2,500 divided
by $12.50] x $12.70 = $2,540.) In contrast, if ap-
plied directly to a $2,500 principal amount,
the rate would render a value of $2,540.63
after six months, a difference of 63 cents.
(This example does not account for any in-
terest penalty that might apply if you re-
deem a bond less than five years after its
issue date.)

§§351.17-351.18 [Reserved]

SERIES EE SAVINGS BONDS WITH ISSUE
DATES PRIOR TO MAY 1, 1995

§351.19 What are maturity periods of
Series EE savings bonds with issue
dates prior to May 1, 1995?

Bonds with issue dates from January
1, 1980, through May 1, 1995 have an
original maturity period and two ex-
tended maturity periods, as shown by
the following table:

- First extended Second ex-
Issue dates—1st day of Original term term tended term Final maturity dates
(in years) (in years) (in years)
Jan. 1980-Oct. 1980 11 10 9 | Jan. 2010-Oct. 2010.
Nov. 1980-Apr. 1981 . 9 10 11 | Nov. 2010-Apr. 2011.
May 1981-Oct. 1982 .. 8 10 12 | May 2011-Oct. 2012.
Nov. 1982—Oct. 1986 . 10 10 10 | Nov. 2012-Oct. 2016.
Nov. 1986—Feb. 1993 12 10 8 | Nov. 2016-Feb. 2023.
Mar. 1993-Apr. 1995 . 18 10 2 | Mar. 2023—Apr. 2025.
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