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OFFICE QOF THE ACCOUNTANT-GENERAL PRACTICE MOTE 2 OF
2004/08:

MAXIMUM AMOUNTS OF GUARANTEES TO SECURE FINANCING FOR
THE PURCHASE OF A MOTOR VEHICLE

Paragraph 7 of Circular 3 of 2000 from tha Department of Public Servica and
Agministration (OPSA) states thal senior managers may structure a maximum
amount of 25% of their tolal package per annum as & matar allowance, 50%
of the amount allocated as a mator allewance is taxable at masimum rate of
405 from 1 March 2003, The remaining after tax funds must be usad to fund
the monthly instalimants, shorl lem insurance, running and maintenance
costs of the moter vehicle.

Paragraph B.1(6} of the said circular indicates that should an employes not ba
able te successfuly secure a laan, his of her department may apply for &
guarantae frem Natianal Tregsury in order to socure Buch @ motor vahiche
Izan.

DPSA and the various Commercial Banks have confirmed that of the amaount
to ba siructured &3 2 car afiowance, a maximum of 70% be wiiiized to fund the
repayment (i.e. capital and interest) and the remaining 30% be usad to fund
insurance, maintenance and running costs of the yehicle. These amounts are
caleulated excluding any income tax payable on the car allawance,



1. DETERMINATION OF MAXIMUM AMOUNTS FOR A GUARANTEE

The maximum ameunt of the guarantes &l the various levels in ha
505 calculated at tha first notch for each rank has besn datermined a8
faliows based an tha criteria above:

f - ' Director.| GD [85TE] oG
| | o N Y 1. SO A . (B
| Total Package 477487 | 503541 611084 787020

Max Annual Gar allowance —25% | 108874 | 125885 162768| 196 767
[ Manthiy car allowance | BB06| 10490 12731| 16386
| 70% Capital and Interest 6234 7343 AE11 11477

0% Running costs 2672 3147 | 3820 ] 4918 |

| Meximum capital guarantos |
avallable @ Prime less 1,5% over 294248 | 352479 427745 SE0920
48 monihs | .

Senior managers purchasing melor vehicles (\With of Without &
guarantee requirament) In excess of the amounts detemined above
would be required ta negotiate the payments and guarantees of such
axeassas with the reepactive financial institution.

The rmdmum guarantes smount s fiwed at the heginning of each
calendar year In line with the SMS Package and will be adjusted on 8
guarterly basis for significant movements [n the rates of interest
{1 April, 1 July and 1 Oclobar)

Z APPLICATION FOR A GUARANTEE

Mational Treasury will only auihorise guarantaes to be issued to
Stannic to ensure that guarantess are managed. requiated and at the
lawest financing rata.

The procedure of obtaining a guaranies wouid ba a3 follows:

A if @ manager cannot secura 3 loan for @ motor vehicke for the
amounts reflected in the table abowve without a guaranies,
Stannic must be approached for financing)

b. Stannic will provide the manager with the nacaasary applicatian
forms to be completed;

. The fermal guarantes application form must oa signed by the
Chief Financial Officer (CFO) of the respective dapartment
which would confirm  concurrenca with the requast and
acknowladga the commitmant af hisher department;



Tha application form must then be returned ta Stannic who will
In turn submit It to Natisnal Treasury for conslderation. Stannic
miust furnish satisfactory and accoplable reasons fo Mationsal
Tregsury for the guarantee that Iz required. The value of the
guaranies may not under any clrcumstances exoeed the
maximum amount and parind reflected in the table in 1 above,

National Treasury will consider each application for a guarantee
from Stannic on its maril and eithar approve of reject the request
for & guaranize,

If the request for @ guarantes is appraved @ copy of the signed
guarantee will be returned to tha department.

The guarantes must be administared by (he department under
tha control of the CFO and captured an PERSAL using Function
4.5.1B. The guarantee emount must be reduced annualty at 31
March such that the guarantee reflects the pulstanding capital
dus to Stannie. This figure must be reported in the annusl
financial stataments;

Upon resignation of a senjor marnagear the respechve
department must ensure that the value of the outstanding
guarantes |5 secured from the amployes in ordar to redeam the
guaraniee fram Stannic. Fallure to do s0 |8 construed as
financial migconduct in lerms of the Traasury Regulations, and

N guarantea will be sauad far a senior manager wha has been
susponded fram 8 department until the suspansion has bean
liftad,

GUARANTEES FOR THE PURGHASE OF SECOND HAND MOTOR
VEHICLES

Although sanlar managers may purchase a rmatar vehicle of any age
tha following additional conditions will apply, without exception, if &
guarantee js required for a second hand metor vehicla: -

The mator vehicls may not be older than 2 years {as datermingd
from the first registration af the motor vehicle) &t the tima of
purchase;

The purchase price and condition of the vehicle must be in
gecordanca with the expectad values in the aute dealer's guide
gppiicable at the time of purchase; and

The guarantee will be for & maximum pericd of 48 menths.



The procedure and conditions of eblaining a guarantes is &8 described
In 2 above.

2. NUMBER OF VEHICLES IN THE SCHEME

in terms of the SMS an official may purchage any number of vahicles.,
howevar, In no cese will more than ong guarantos oF a guaranies for
mare than one vehicle be issued at any time.

3, GEMNERAL

Sanlor managers whao do nol require a guarantas can approach any
Financial Institution for financing. Stannic, the current Financial
Imstitution. s affering rates of beteaan Prime 855 1,5% and 2.5% for
mator vehicle financing in excess of R 100 000. The rate of Prime 888
2.5% will apply ta Motar vehicle financing in axcess of R 300 000

Stannic I8 prepared o nagotlate the rata, for new business. on an
individual basis with the sanior manager. Should you want to appreach
Stannic the contacl detalls ars as follows: -

| Name | Telephone number |
Sherze Kahn [ 0i2- 351 3167 1
| Jana Vorstar 012- 351 3352
Graham Gandy | 012- 351 3164
Linga Castellar {Only for SANDE} | 083- 307 0058 =

4. IMPLEMENTATION DATE

Tha above limits and procadures will be implementad with effect fram
1 April 2004

Kind Regards
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FREEMAN NOMVALO
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