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MANUAL FOR TREASURY BILL AUCTIONS 

BOLSA DE VALORES DE PANAMÁ, S.A. (PANAMA STOCK EXCHANGE) 

 

I.    General  Terms: 

The Government of the Republic of Panamá, through the Ministry of Economy and Finances, 

authorized by means of Cabinet Decree No. 6 of February 10, 1999 published in the Official 

Gazette No. 23,743 of March 1, 1999, authorized the Public Auctioning of Treasury Bills, 

currently for an amount of $250,000,000.00 which shall be offered publicly through the 

Panama Stock Exchange.  

 

The securities shall be issued as global titles or macro-titles and deposited with the Central 

Latinoamericana de Valores, S.A.. Transfer of ownership shall be made through the system of 

delivery against payment.  

 

Treasury Bills shall be placed at a discount to their nominal value, based on the discount rate 

accepted in the auction, and shall be redeemed upon maturity at their nominal value.  

 

The Ministry of Economy and Finances through the Treasury Directorate shall inform well in 

advance through means of communication, the terms and conditions of the next auction to be 

held, the amount to be auctioned, the issue date, term, etc.  
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II. Auctions’ Timetable and Format:  

Treasury Bill Auctions shall be carried out at the Exchange Sessions Hall (Pit) of the Panama 

Stock Exchange.  

 

The timetable for delivering the envelopes or bidding period shall start at 9:00 a.m. and end at 

10:00 a.m. No bidder may change his bid after delivering the envelope during the bidding 

period.  

 

Envelopes shall be opened starting at 10:00 a.m. No bids shall be accepted after this time, and 

it will end once the Representative from the Ministry of Economy and Finances indicates what 

the maximum discount rate accepted in the auction was.  

 

Bids shall be submitted in a special form issued by the Ministry of Economy and Finances, 

clearly indicating the terms and conditions of the bid. The bid must be signed by the 

representative of the Seat authorized for this purpose.  

 

All bids must include duty stamps for a value of $4.00, indicate the amount of the bid in 

numbers and letters in denominations of 1,000 or multiples thereof, and may only use two 

decimals in the discount rate bid. 

III. Types of Bids: 

1. Currently, Treasury Bill Auctions are carried out using the multiple-rate auctioning 

procedure, whereby each bidder proposes a discount rate and pays the price equivalent 



Bolsa de Valores de Panamá, S.A.   
RI-8 Subasta de Letras del Tesoro, 31/05/02  3 
 

to said rate. 

2. Multiple rate bids can be competitive and non-competitive.  

3. In the case of competitive bids, a bidder indicates the amount he seeks to acquire and 

the discount rate he bids. 

4. In the case of non-competitive bids, bidders only indicate the amount he is willing to 

acquire at a weighted discount rate that results from the competitive bids accepted by 

the issuer.  

5. Non-competitive bids are divided into private and governmental, which must be defined 

in the form used for said purpose.  

IV. Procedure: 

1. Treasury Bill Auctions are carried out through authorized Exchange Seats, who may 

acquire these for their own account or for the account of third parties.  

2. Bids shall be received in a closed envelope at the Exchange’s offices from 9:00 a.m. to 

10:00 a.m. After the envelopes have been delivered, no bidder can change his bid. 

3. If a bidder makes several bids, each bid shall be made separately.  

4. Each bid received shall be recorded with a code number.  

5. After the bidding period has ended, the Director of the Pit shall start at 10:00 a.m. the 

period of opening the envelopes in their chronological order of submission. After this 

time, no new bids shall be accepted.  

6. Each bid shall be read aloud, registered in a computer by an employee of the Exchange 

and shown to the general public through a monitor placed for this purpose. 

 



Bolsa de Valores de Panamá, S.A.   
RI-8 Subasta de Letras del Tesoro, 31/05/02  4 
 

7. The system will show four different screens. The first will show all bids received in 

chronological order, both the competitive private as well as the non-competitive 

governmental. The second screen will show all competitive private bids. The third 

screen will show all non-competitive private bids and the fourth will show all 

governmental bids.  

8. After the period of opening the envelopes has ended, the competitive bids chart shall be 

organized in ascending order, from lower to higher discount rate. Copies of the four 

screens shall be delivered to the Authority appointed by the Ministry of Economy and 

Finances who, after analyzing them, shall announce to the public the maximum discount 

rate accepted by the issuer.  

9. The issuer may award first all competitive bids, in second place all non-competitive bids 

from private entities and in third place non-competitive governmental bids, until 

completing the amount authorized by the General Directorate of the Treasury.  

10. After announcing the maximum discount rate accepted, a line is drawn under the last 

competitive bid accepted and the average weighted rate is calculated.  

11. The average weighted rate is calculated based on the following formula:   

Average Weighted Rate:  Sum (Xi) (Pi) 

      Sum Pi 

Xi: Discount rate bid by each of the competitive bidders.  

Pi: Amount requested by each of the competitive bidders.  

Pi: Sum of the amounts requested by each of the competitive bidders.  

12. Competitive private bids shall be awarded at each of the discount rates bid, up to the 

maximum rate established by the issuer, without exceeding the authorized amount.  
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13. In the event that the amount of the competitive private bids exceeds the authorized 

amount, only the amount that completes said amount shall be awarded.  

14. In the event that the amount of the competitive private bids exceeds the amount 

authorized and there are equal discount rate bids, after making the corresponding 

awards, the pro rata formula shall be applied in order to proportionally distribute the 

amounts to each bidder.  

15. When pro rata arithmetic approximations are the same, they shall be revised upwards 

to the nearest thousand for the bid that was submitted first, and lower for the bid that 

was submitted second.  

16. The pro rata or balance formula to be applied is the following:  
 
Amount requested by each bidder  x Balance to be distributed 
Sum of the amounts requested 
 

17. This formula shall be used in the event of ties in non-competitive private and 

governmental bids. 

18. Under no circumstance may Treasury Bills be awarded at rates above the maximum rate 

accepted by the issuer.  

19. The price of the securities awarded to competitive bidders corresponds to the price 

equivalent to the discount rate, and the formula to be used is the following:  

P = 100 *  1 – (d * r / 360)  
d = Discount rate, in decimals  
r = Number of the security’s remaining days or days between  

 the settlement date and the maturity date.  
 

The acquisition price shall be rounded up to three decimals using the normal rounding 
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procedure: 1 to 4 downwards; 5 to 9 upwards.  

20. In the event that only private non-competitive bids are received, the issuer reserves the 

right to not accept them, or to accept them at the maximum rate established by it.  

21. In the event that the amount of private non-competitive bids exceeds 50% of the 

amount issued, the pro rata formula shall be applied in order to assign each bidder the 

corresponding proportionate amount.  

22. After awarding competitive private and non-competitive private bids, if there is any 

remaining balance, it shall be awarded to governmental bids, who shall accept the 

average weighted rate.  

23. Should more than one governmental bid be received, the pro rata formula shall be used 

to assign each bidder the corresponding proportionate amount.  

24. After the awarding has ended, screens will be printed-out for distribution.  

25. A new chart shall be prepared containing the bids accepted, the discount rate, the price, 

yield and the amount of commissions to be paid to the Exchange and the Brokers.  

26. The result of the auction is distributed by electronic mail to all Exchange Seats.  

27. Copies of all forms used and the charts are handed over to the Treasury Department of 

the Ministry of Economy and Finances.  

V. Causes for rejecting bids: 

A. Causes concerning the form: 

1. That the amount is not specified correctly in numbers and letters in denominations of 

1,000 or multiples thereof.  

2. That bids are conditioned, alternatives, undetermined or illegible.  
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3. That the discount rate bid is not expressed with two decimals.  

4. That bids do not have duty stamps for an amount of $4.00. 

5. That the form provided by the General Directorate of Treasury is not used.  

6. That the bid form is not signed by the authorized agent.  

7. If bids are submitted after the time indicated by the General Directorate of Treasury in 

the Auction Notice. 

B. Causes of an economic type:  

That the discount rates proposed by the bidder exceed the maximum amount that the 

issuer is prepared to pay. 

VI. Settlement: 

1. Settlements shall be done through Latin Clear with the system of delivery against 

payment.  

2. Settlement date shall be T + 3. 

3. The Exchange Seat is under the obligation to make the corresponding payment on the 

date stipulated.  

4. Payment of commissions to Exchange Seats and to the Exchange shall be made through 

Latin Clear, crediting each of the accounts indicated for the amount calculated, at the 

rate stipulated at that time. 


