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GENERAL TERMSAND CONDITIONSOF SWITCH AUCTION
PROGRAMME

1. New Exchange Procedures (using yield based method in place of price based
method)

1.1 Methodology: A cashneutra switch method will be used based on adirty pricing
method. However, bids will be submitted in terms of yield.

1.2 Participation: Exchanges are effected on avoluntary basis. Only primary
deders are digible to submit offers.

1.3 The Nationd Treasury reserves the right to buy back nothing or less than the
announced amount if warranted by market conditions.

1.4 The Nationd Tressury may hold anumber of switch auctions of a particular bond
over aperiod of time, if necessary.

1.5 The National Treasury will not fix the minimum sze for source bonds after the
switches.

1.6 Only bonds with a minimum nomina outstanding debt of R1 billion will be
considered as a source bond. Bonds with outstanding debt of less than R1 billion
will only be considered for buy-backs (payment in the form of cash).

1.7 The Nationa Treasury will not issue anew bond through the process of aswitch
auction.

1.8 No bond will be a source bond in a switch auction within 12 months of its last
auction date as a destination bond, except for bonds with only 24 months to
redemption.

1.9 Switches between bonds will not be restricted to pairs within the same maturity
bracket.

1.10 Therewill be no limitation on the number of offers for each security.



1.11  Switch auctionswill be conducted on amultiple-yield basis, where successtul
bidderswill switch at the yield they bid. There will not be a noncompetitive
bidding facility.

1.12 Thebidding format would be that the market participants, following the
publication by the Nationa Treasury of an indicative yield of the existing source
bond (at 10.30am), will bid a quantity of the source bond, in minimum units of
R10 million nomina and multiples of 5 theresfter, and ayield for the new
destination bond (3 Decimd places), which will be assessed againgt the
undisclosed fair market vaue that would have been determined in advance by the
Nationa Treasury.

1.13 The Nationa Treasury will retain the option not to alot bondsto bids a a
switch auction if they are not regarded by the Nationa Treasury asfair market
vaue.

1.14 Settlement will be t+3
1.15 Timetablefor the Conduct of a Switch Auction

Switch auctions will be pre-announced in the quarterly auction caendar. The
Nationd treasury will schedule switch auctions for the forthcoming quarter on the
last working day of the preceding quarter.

30 days before auction: The Nationd Treasury will preannounce the auction and
settlement date(s) of switch auction(s) including the bonds involved.

A week before the auction (7 days), a press notice will be issued confirming the
details of the switch auction, settlement details and the maximum size.

On the day of the auction:

At 10.30am, the Nationd Treasury will publish an indicative yied for the source
bond involved in the switch auction.

Between 10.30am and 11.00am, the market participants will be alowed to offer
ther bids to switch a nomind quantity of the source bond into the detination
bond a a yield of the destination bond (given the indicated 10.30am yidd of the
source bond).

By 11.30am the Reserve Bank will am to publish the results of the switch
auction. These would include the highest, lowest and average yieds of the
destination bond(s) which were successful; the nomina amount of the source
bond that will be switched; and the nomind amount of the dedtination bond that
will be created as aresult.

2 Special Programme of dealing in odd amounts during the Switch Auction

The conversgon of the source bond to the destination bond will usudly have the
implication of the nomind of the destination bond being an odd amount.

The Nationa Treasury is prepared to round off any odd amounts to the nearest

R1 000 000,00 (one million rand). It has been decided that the auction process on
the day of the tender should not be interrupted or delayed due to te rounding off
of the nomind amount in respect to the dedtination bond. An option is now
avallable to tenders to sdll any odd amounts up to R1 000 000,00 to the National
Treasury. These odd amounts that have been dlocated during the auction process



will be bought back at the same price that they have been tendered for. This option
will only be available up to 11h00 the next working day following the auction.

Contact : Phakamani Hadebe
Domestic Debt Management

Phone : (012) 315 5486
e-mail : phakamani.hadebe@treasury.gov.za



