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Filed Pursuant to Rule 424(b)(5)

Registration No. 333-163821

PROSPECTUS SUPPLEMENT

(to Prospectus, dated December 18, 2009)

 

 

REPUBLIC OF SOUTH AFRICA
 

US$750,000,000
 

6.25% Notes due 2041
 

The 6.25% Notes due March 8, 2041 (the “Notes”) bear interest at the rate of 6.25% per year,

accruing from March 8, 2011. Interest on the Notes is payable on March 8 and September 8 of each year,

commencing September 8, 2011. The Notes mature on March 8, 2041. The Notes are not redeemable

prior to maturity.

 

Application has been made to the Commission de Surveillance du Secteur Financier of the Grand

Duchy of Luxembourg (the “CSSF”), as competent authority under Directive 2003/71/EC (the “Prospectus

Directive”), to approve this Prospectus Supplement together with the accompanying Prospectus as a

prospectus for the purposes of the Prospectus Directive.

 

Application has been made to the Luxembourg Stock Exchange for the Notes to be admitted to

trading on the Luxembourg Stock Exchange’s regulated market (which is a regulated market for the

purpose of the Market and Financial Instruments Directive 2004/39/EC) and to be listed on the official list

of the Luxembourg Stock Exchange.

 

The Notes will contain provisions regarding acceleration and future modifications to their terms that

differ from those applicable to South Africa’s outstanding external debt issued prior to May 16, 2003.

Under these provisions, which are described beginning on page 11 of the accompanying Prospectus

dated December 18, 2009 (the “Prospectus”), South Africa may amend the payment provisions of the

Notes with the consent of the holders of 75% of the aggregate principal amount of the outstanding

Notes.

 

Upon listing and admission to trading of the Notes offered hereunder on the Luxembourg Stock

Exchange, copies of this Prospectus Supplement and the accompanying Prospectus dated December 18,

2009 may be obtained from the Luxembourg Stock Exchange website at http://www.bourse.lu.

 

NEITHER THE U.S. SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER REGULATORY

BODY HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE

ACCURACY OR ADEQUACY OF THIS PROSPECTUS SUPPLEMENT. ANY REPRESENTATION TO THE

CONTRARY IS A CRIMINAL OFFENSE.

 

See “Risk Factors” beginning on page S-14 to read about certain risks you

should consider before investing in the Notes.
 
               

    Per Note   Total
 

Public Offering Price(1)    99.437%  $745,777,500 

Underwriting Discount     0.150%  $ 1,125,000 

Proceeds, before expenses, to South Africa    99.287%  $744,652,500 

 

 

(1) Plus accrued interest from March 8, 2011 if settlement occurs after that date.

 

The Underwriters expect to deliver the Notes in book-entry form only through the facilities of The

Depository Trust Company (“DTC”) on or about March 8, 2011.

 

The Joint Lead Managers for the Notes are:

 

          Citi Deutsche Bank Securities
 

The Co-Lead Manager for the Notes is:

Rand Merchant Bank
 

The date of this Prospectus Supplement is March 1, 2011.
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INTRODUCTION

 

This Prospectus Supplement supplements the attached Prospectus relating to the debt securities

and warrants of the Government of the Republic of South Africa (the “National Government”, the

“South African Government”, the “Republic” or “South Africa”, unless references to the “Republic” or

“South Africa”, within any particular context, clearly indicate a reference to the sovereign state of

the Republic of South Africa). You should read this Prospectus Supplement along with the attached

Prospectus, which together constitute a prospectus within the meaning of article 5.3 of directive

2003/71/EC. Both documents contain information you should consider when making your

investment decision. Certain other documents are incorporated by reference into this Prospectus

Supplement and the Prospectus. Please see “Documents Incorporated by Reference” in this

Prospectus Supplement and “Incorporation of Certain Documents by Reference” in the Prospectus. If

the information in this Prospectus Supplement differs from the information contained in the

Prospectus, you should rely on the information in this Prospectus Supplement. Upon listing and

admission to trading of the Notes offered hereunder on the Luxembourg Stock Exchange, a Listing

Prospectus Supplement (the “Listing Prospectus Supplement”) will be filed with the Luxembourg

Stock Exchange. You should read the Listing Prospectus Supplement once it becomes available on

the website of the Luxembourg Stock Exchange (http://www.bourse.lu).

 

No dealer, salesperson or other person has been authorized to give any information or to make

any representations other than those contained in this Prospectus Supplement and the

accompanying Prospectus and, if given or made, such information or representations must not be

relied upon as having been authorized by the Republic or the Underwriters. This Prospectus

Supplement and the accompanying Prospectus do not constitute an offer to buy or a solicitation of

an offer to sell any securities in any jurisdiction to any person to whom it is unlawful to make such

offer or solicitation in such jurisdiction. Neither the delivery of this Prospectus Supplement and the

accompanying Prospectus nor any exchange, purchase or sale made hereunder shall, under any

circumstances, create any implication that the information in this Prospectus Supplement and the

accompanying Prospectus is correct as of any time subsequent to the date hereof or that there has

been no change in the affairs of the Republic since such date.

 

The Republic accepts responsibility for the information it has provided in this Prospectus

Supplement and the Prospectus and, after having taken all reasonable care and to the best of its

knowledge, confirms that:

 

  • the information contained in this Prospectus Supplement and the Prospectus is true and

correct in all material respects and is not misleading, and
 

  • it has not omitted other facts the omission of which makes this Prospectus Supplement and

the Prospectus as a whole misleading.

 

The Notes are debt securities of the Republic, which are being offered under the Republic’s

registration statement no. 333-163821 filed with the U.S. Securities and Exchange Commission (the

“Commission”) under the U.S. Securities Act of 1933, as amended. This Prospectus Supplement and

the Prospectus are part of the registration statement. The Prospectus provides you with a general

description of the securities that the Republic may offer, and this Prospectus Supplement contains

specific information about the terms of the Notes. This document also adds, updates or changes

information provided or incorporated by reference in the Prospectus. Consequently, before you

decide to participate in the offering, you should read this Prospectus Supplement together with the

Prospectus as well as the documents incorporated by reference in the Prospectus Supplement and

Prospectus.

 

A decision to participate or not participate in the offering will involve certain risks. It is important

that you read “Risk Factors” beginning on page S-14 of this document.

 

None of this Prospectus Supplement, the Prospectus nor any document incorporated by

reference are intended to provide the basis of any credit or other evaluation and should not be

considered as a recommendation by any of South Africa or the Underwriters that any recipient of

this Prospectus Supplement, the Prospectus or any document incorporated by reference should

purchase Notes.

 

You must comply with all laws that apply to you in any place in which you possess this

Prospectus Supplement and the accompanying Prospectus. You must also obtain any consents or

approvals that you need in order to purchase Notes. Neither the Republic nor the Underwriters is

responsible for your compliance with these legal
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requirements. It is important that you read “Jurisdictional Restrictions” beginning on page S-33 of

this Prospectus Supplement.

 

The Republic has prepared the offering and is solely responsible for its contents. You are

responsible for making your own examination of the Republic and your own assessment of the

merits and risks of purchasing Notes pursuant to the offering. By purchasing Notes, you will be

deemed to have acknowledged that:

 

  • you have reviewed the offering;
 

  • you have had an opportunity to request and review any additional information that you may

need; and
 

  • the Underwriters are not responsible for, and are not making any representation to you

concerning, the accuracy or completeness of the offering.

 

The Republic and the Underwriters are not providing you with any legal, business, tax or other

advice in the offering. You should consult with your own advisors as needed to assist you in making

your investment decision and to advise you whether you are legally permitted to purchase Notes.

 

As used in this Prospectus Supplement, “business day” means any day other than a Saturday, a

Sunday or a legal holiday or a day on which banking institutions or trust companies are authorized

or obligated by law to close in New York City or London.

 

In this Prospectus Supplement, all amounts are expressed in South African Rand (“R”, “Rand” or

“rand”) Euros (“€” or “euros”), Japanese yen (“¥”) or U.S. dollars (“US$”, “$” or “dollars”), except as

otherwise specified.

 

References in this Prospectus Supplement to fiscal years are to the Republic’s fiscal year

beginning April 1 and ending March 31. For example, the 2011 fiscal year refers to the fiscal year

beginning April 1, 2010 and ending March 31, 2011.

 

The South African government is a foreign sovereign government. Consequently, it may be

difficult for investors to obtain or realize upon judgments of courts in the United States against the

South African government. The South African government will irrevocably submit to the jurisdiction

of the Federal and State courts in The City of New York, and will irrevocably waive any immunity

from the jurisdiction (including sovereign immunity but not any immunity from execution or

attachment or process in the nature thereof) of such courts and any objection to venue, in

connection with any action arising out of or based upon the Notes brought by any holder of Notes.

The South African government reserves the right to plead sovereign immunity under the

U.S. Foreign Sovereign Immunities Act of 1976 (the “Immunities Act”) with respect to actions

brought against it under United States federal securities laws or any state securities laws. In the

absence of a waiver of immunity by the South African government with respect to such actions, it

would not be possible to obtain a U.S. judgment in such an action against the South African

government unless a court were to determine that the South African government is not entitled

under the Immunities Act to sovereign immunity with respect to such action. Enforceability in South

Africa of final judgments of U.S. courts obtained in actions predicated upon the civil liability

provisions of the United States federal securities laws is subject, among other things, to the absence

of a conflicting judgment by a South African court or of an action pending in South Africa among the

same parties and arising from the same facts and circumstances and to the South African courts’

determination that the U.S. courts had jurisdiction, that process was appropriately served on the

defendant and that enforcement would not violate South African public policy. In general, the

enforceability in South Africa of final judgments of U.S. courts obtained other than by default would

not require retrial in South Africa. In original actions brought before South African courts, there is

uncertainty as to the enforceability of liabilities based on the United States federal securities laws.

The South African courts may enter and enforce judgments in foreign currencies. See “Description of

Debt Securities — Governing Law; Consent to Service” in the Prospectus.

 

In connection with the issue of the Notes, the Underwriters or any person acting for the

Underwriters may over-allot or (provided that the aggregate principal amount of Notes allotted does

not exceed 105 per cent. of the aggregate principal amount of the Notes) effect transactions with a

view to supporting the market price of the Notes at a level higher than that which might otherwise

prevail. However there is no assurance that the Underwriters (or any person acting on behalf of the

Underwriters) will undertake such stabilizing action. Any stabilizing action may begin on or after the

date on which adequate public disclosure of the terms of the offer of the Notes is made and, if
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begun, may be ended at any time, but it must end at no later than the earlier of 30 days after the

issue of the Notes and 60 days after the date of allotment of the Notes.

 

This Prospectus Supplement and the Prospectus have been sent to you in an electronic form. You

are reminded that documents transmitted via this medium may be altered or changed during the

process of electronic transmission and consequently neither the Republic nor the Underwriters or

any person who controls an Underwriter or any director, officer, employee or agent of the

Underwriters or any affiliate of such person will accept any liability or responsibility whatsoever in

respect of any difference between the Prospectus Supplement and the Prospectus distributed to you

in electronic format and the Prospectus Supplement and the Prospectus in their original form.

 

The distribution of this Prospectus Supplement and the accompanying Prospectus

and the offering of the Notes in certain jurisdictions is restricted by law. Persons who

acquire this Prospectus Supplement and the accompanying Prospectus are required by

the Republic and the Underwriters to inform themselves about, and to observe, any such

restrictions. See “Jurisdictional Restrictions” in this Prospectus Supplement.

 

We expect that delivery of the Notes will be made on or about the date specified on

the cover page of this Prospectus Supplement, which will be the fifth business day

following the date of this Prospectus Supplement. Under Rule 15c6-1 under the

Securities Exchange Act of 1934, trades in the secondary market generally are required

to settle in three business days, unless the parties to any such trade expressly agree

otherwise. Accordingly, the purchasers who wish to trade the Notes on the date of this

Prospectus Supplement or the next three succeeding business days will be required to

specify an alternate settlement cycle at the time of any such trade to prevent failed

settlement. Purchasers of the Notes who wish to trade the Notes on the date of this

Prospectus Supplement or the next three succeeding business days should consult their

own advisor.
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FORWARD-LOOKING STATEMENTS

 

This Prospectus Supplement and the Prospectus contain certain forward-looking statements

within the meaning of Section 27A of the U.S. Securities Act of 1933, as amended. Statements that

are not historical facts, including statements with respect to certain of the expectations, plans and

objectives of South Africa and the economic, monetary and financial conditions of the Republic, are

forward-looking in nature. These statements are based on current plans, estimates and projections,

and therefore you should not place undue reliance on them. Forward-looking statements speak only

as of the date that they are made, and South Africa undertakes no obligation to publicly update any

of them in light of new information or future events.

 

Forward-looking statements involve inherent risks and uncertainties. South Africa cautions you

that a number of important factors could cause actual results to differ materially from those

contained in any forward-looking statement. Such factors include, but are not limited to:

 

  • external factors, such as interest rates in financial markets outside South Africa and social and

economic conditions in South Africa’s neighbors and major export markets; and
 

  • internal factors, such as general economic and business conditions in South Africa, present

and future exchange rates of the Rand, foreign currency reserves, the ability of the South

African government to enact key reforms, the level of domestic debt, domestic inflation, the

level of foreign direct and portfolio investment and the level of South African domestic interest

rates.
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OVERVIEW OF THE ISSUE

 

This Prospectus Supplement and the accompanying Prospectus contain information that should

be read carefully before any decision is made with respect to the offering. Any decision to invest in

the Notes by an investor should be based on consideration of the Prospectus Supplement and the

accompanying Prospectus as a whole. You should read the entire Prospectus Supplement and the

accompanying Prospectus carefully. The following overview is qualified in its entirety by reference

to, and should be read in connection with, the information appearing elsewhere or incorporated by

reference in this Prospectus Supplement and the Prospectus. Each of the capitalized terms used in

this overview and not defined herein has the meaning set forth elsewhere in this Prospectus

Supplement. Following the implementation of the relevant provisions of the Prospectus Directive in

each member state of the European Economic Area (each a “Member State”), no civil liability will

attach to the Republic in any such Member State solely on the basis of this overview, including any

translation thereof, unless it is misleading, inaccurate or inconsistent when read together with other

parts of this Prospectus Supplement and the Prospectus. Where a claim relating to the information

contained in the Prospectus Supplement or the accompanying Prospectus is brought before a court

in a Member State, the plaintiff may, under the national legislation of the Member State where the

claim is brought, be required to bear the costs of translating the Prospectus Supplement and the

accompanying Prospectus before the legal proceedings are initiated.

 

This section provides information that supplements the information about South Africa that is

included in South Africa’s Annual Report on Form 18-K, as amended, which was filed with the

Commission on December 9, 2010 (“Annual Report”). To the extent that the information in this

section differs from the information contained in South Africa’s Annual Report, you should rely on

the information in this section.

 

On December 9, 2010, the South African Reserve Bank released its December 2010 Quarterly

Bulletin (“December Quarterly Bulletin”) and on February 23, 2011, the South African National

Treasury released its 2011 Budget Review (“Budget Review”). South Africa filed both the December

Quarterly Bulletin and the Budget Review with the Commission on March 1, 2011 under cover of

Form 18-K/A (“Amendment No. 1”), which is incorporated by reference into this Prospectus

Supplement and the Prospectus. You should read the December Quarterly Bulletin and the Budget

Review in conjunction with the other information appearing elsewhere in this Prospectus

Supplement and the Prospectus.

 

The Issuer

 

South Africa has been an established constitutional democracy since 1994, when it held its first

fully democratic national elections. South Africa has the most developed economy in sub-Saharan

Africa, and accounts for one-third of the aggregate gross domestic product (“GDP”) of sub-Saharan

Africa. The major strengths of the South African economy are its services and manufacturing

sectors, its strong physical and economic infrastructure and its abundant natural resources,

including gold, platinum group metals and coal.

 

The world economy continued to recover from the severe recession throughout 2010, with

emerging-market economies leading in performance. South Africa suffered in the aftermath of the

recession, but its longstanding economic policies, healthy public finances and sound banking system

helped maintain low fiscal debt levels and insulated South Africa from the worst effects of the global

recession.

 

South Africa’s economy gained strength in the first half of 2010 with a slight deceleration in the

third quarter, due mostly to automotive related industries reducing output and a lengthy strike in

the public sector. By contrast, mining and agricultural production recovered, capital spending by the

private sector increased and interest rates remained low during the third quarter.

 

South Africa’s real GDP increased by 4.6% in the first quarter of 2010, by 2.8% in the second

quarter, and 2.6% in the third quarter. Overall, despite a moderation of real GDP growth in the third

quarter of 2010, the level of gross domestic production in the first three quarters of 2010 was 2.5%

higher than in the corresponding period of 2009.

 

In accordance with the projections in the 2011-2012 National Budget (“2011-2012 National

Budget”) released on February 23, 2011, the National Government projects real GDP growth of 3.4%

in 2011, increasing to 4.4% in 2013. This improved outlook is based on an assumption of

expansionary fiscal and financial policies, lower inflation, high commodity prices and an upturn in

global demand.
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After a severe decline in employment in 2009 and early 2010, the labor market has started to

show signs of recovery. According to Statistics South Africa (Stats SA), about 120,000 formal non-

agricultural jobs were created between October and December 2010. Unemployment fell from

25.3% in the third quarter of 2010 to 24% in the fourth quarter. The 2011-2012 National Budget sets

forth a job creation goal of 5 million jobs over the next decade.

 

Consumer price inflation (“CPI inflation”) declined from a peak of 13.6% in August 2008 to 3.2%

in September 2010 as gas prices fell and food prices moderated, but health, education and

administered prices remained above the inflation target set by the South African Reserve Bank

(“SARB”). Weak domestic demand combined with the recovery in the Rand also dampened price

pressures. CPI inflation is expected to rise to 5.5% by 2013.

 

The projected budget deficit in 2010-2011 is R142.4 billion or 5.3% of GDP. The National

Government projects that the budget deficit for 2013-2014 will be 3.8% of GDP due to strengthening

economic growth and a recovery in tax revenue. National government net loan debt is projected to

rise from R526 billion in 2009-2010 to over R1.4 trillion in 2013-2014. Public spending is projected to

grow at 2.8% per year in real terms compared with average annual growth of 7.2% from fiscal 2005

to fiscal 2008.

 

The following table shows the National Government’s consolidated revenue and expenditure for

2010-2011 and the next three years, as set forth in the 2011-2012 National Budget.

 

Consolidated Government Revenue and Expenditure(1)

 
                                                         

    2010/11     2011/12     2012/13     2013/14  

    Revised     % of     Budget     % of     Budget     % of     Budget     % of  

    estimate     total     estimate     total     estimate     total     estimate     total  
 

Revenue                                                        

Current revenue     754,828.9      100.0%    824,347.9      100.0%    908,632.8      100.0%    1,017,097.5      100.0%

Tax revenue (net of

SACU)     691,116.7      91.5%    758,773.7      92.0%    837,085.0      92.1%    937,731.5      92.2%

Non-tax revenue     63,712.2      8.4%    65,574.3      8.0%    71,547.8      7.9%    79,366.0      7.8%

Sales of capital assets     194.2      0.0%    118.5      0.0%    81.2      0.0%    89.5      0.0%
                                                                 

Total revenue    755,023.1      100.0%   824,466.5      100.0%   908,713.9      100.0%    1,017,187.1      100.0%

Expenditure                                                        

Economic classification                                                        

Current payments    534,071.7      59.5%   587,702.4      60.3%   635,952.9      60.6%    684,638.5      60.7%

Compensation of

employees     314,157.2      35.0%    338,572.0      34.7%    357,925.5      34.1%    380,229.0      33.7%

Goods and services     148,378.3      16.5%    164,622.7      16.9%    177,866.6      15.9%    190,702.9      16.9%

Interest and rent on

land     71,536.2      8.0%    84,507.6      8.7%    100,160.9      9.5%    113,706.7      10.1%

Transfers and

subsidies    282,269.1      31.5%   315,097.1      32.3%   340,806.2      32.5%    363,098.8      32.2%

Municipalities     66,788.2      7.4%    74,976.1      7.7%    82,028.7      7.8%    88,040.3      7.8%

Departmental

agencies and

accounts     11,539.4      1.3%    13,751.4      1.4%    14,405.9      1.4%    14,588.6      1.3%

Universities and

technikons     17,855.5      2.0%    19,636.6      2.0%    20,963.6      2.0%    22,370.9      2.0%

Foreign governments

and international

organizations     1,760.4      0.2%    1,950.1      0.2%    2,220.2      0.2%    2,357.2      0.2%

Public corporations

and private

enterprises     25,661.5      2.9%    30,270.7      3.1%    32,070.7      3.1%    32,937.2      2.9%

Non-profit institutions     21,673.6      2.4%    23,057.8      2.4%    24,604.8      2.3%    25,151.3      2.2%

Households     136,990.6      15.3%    151,454.4      15.5%    164,512.4      15.7%    177,653.3      15.7%

Payments for capital

assets     59,781.4      6.7%    71,608.3      7.3%    73,409.8      7.0%    80,656.2      7.1%

Building and other

fixed structures     46,025.8      5.1%    57,200.4      5.9%    58,918.4      5.6%    65,817.9      5.8%

Machinery and

equipment     12,297.7      1.4%    13,120.0      1.3%    13,438.1      1.3%    13,813.7      1.2%

Land and sub-soil

assets     195.5      0.0%    237.4      0.0%    193.5      0.0%    228.3      0.0%
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    2010/11     2011/12     2012/13     2013/14  

    Revised     % of     Budget     % of     Budget     % of     Budget     % of  

    estimate     total     estimate     total     estimate     total     estimate     total  
 

Software and other

intangible assets    1,142.8     0.1%   991.7     0.1%   837.8     0.1%   773.2     0.1%

other assets(2)    119.7     0.0%   58.8     0.0%   22.0     0.0%   23.0     0.0%

Payments for financial

assets    21,254.2     2.4%   767.1     0.1%   8.0     0.0%   4.5     0.0%
                                                                 

Subtotal: Economic

classification    897,376.4    100.0%   975,174.9    100.0%  1,050,176.9    100.0%  1,128,398.0    100.0%
                                                                 

Functional classification                                                

General public

services(3)    117,895.1     13.1%   131,976.8     13.5%   147,525.3     14.0%   164,886.6     14.6%

of which: State debt

cost    66,570.4     7.4%   76,578.7     7.9%   90,807.7     8.6%   104,036.2     9.2%

Defense    33,958.2     3.8%   38,435.9     3.9%   41,352.4     3.9%   43,894.7     3.9%

Public order and safety    84,049.8     9.4%   90,904.0     9.3%   97,856.1     9.3%   104,555.3     9.3%

Police services    55,950.1     6.2%   60,691.3     6.2%   64,847.3     6.2%   69,604.7     6.2%

Law courts    12,912.3     1.4%   13,711.7     1.4%   15,269.7     1.5%   16,196.7     1.4%

Prisons    15,187.4     1.7%   16,501.0     1.7%   17,739.2     1.7%   18,754.0     1.7%

Economic affairs    140,319.0     15.6%   130,538.2     13.4%   140,143.9     13.3%   149,193.6     13.2%

General economic,

commercial and labor

affairs    16,948.3     1.9%   19,125.4     2.0%   19,804.5     1.9%   20,523.7     1.8%

Agriculture, forestry,

fishing and hunting    16,303.1     1.8%   19,015.3     1.9%   20,178.8     1.9%   21,033.1     1.9%

Fuel and energy    27,560.4     3.1%   7,894.9     0.8%   7,538.9     0.7%   6,342.7     0.6%

Mining, manufacturing

and construction    5,530.3     0.6%   5,954.2     0.6%   6,446.4     0.6%   6,578.9     0.6%

Transport    60,521.9     6.7%   65,583.9     6.7%   72,812.9     6.9%   79,791.2     7.1%

Communication    3,296.6     0.4%   3,200.6     0.3%   2,734.0     0.3%   2,960.0     0.3%

Economic affairs not

elsewhere classified    10,158.4     1.1%   9,763.9     1.0%   10,628.4     1.0%   11,964.0     1.1%

Environmental protection   4,745.1     0.5%   6,019.2     0.6%   5,740.3     0.5%   6,159.2     0.5%

Housing and community

amenities    102,861.0     11.4%   121,921.4     12.5%   130,352.9     12.4%   138,376.8     12.3%

Housing development    22,530.0     2.5%   27,592.8     2.8%   30,842.1     2.9%   32,557.4     2.9%

Community development    48,356.1     5.4%   53,937.8     5.5%   59,582.6     5.7%   63,466.2     5.6%

Water supply    31,174.8     3.5%   40,390.8     4.1%   39,928.2     3.8%   42,353.3     3.8%

Health    102,522.2     11.4%   112,574.8     11.5%   120,641.0     11.5%   127,394.4     11.3%

Recreation and culture    6,351.4     0.7%   6,351.7     0.7%   6,580.8     0.6%   6,919.1     0.6%

Education    172,713.2     19.2%   189,522.7     19.4%   201,349.3     19.2%   215,121.1     19.1%

Social protection    132,761.3     14.8%   146,930.1     15.1%   158,634.8     15.1%   171,897.2     15.2%

Subtotal: Functional

classification    897,376.4    100.0%   975,174.9    100.0%  1,050,176.9    100.0%  1,128,398.0    100.0%
                                                                 

Plus:                                                

Contingency reserve    —     —     4,090.4     —     11,405.4     —     23,375.2     — 
                                                                 

Total consolidated

expenditure    897,376.4     —     979,265.3     —    1,061,582.3     —    1,151,773.2     — 

Consolidated budget

balance   (142,353.3)        (154,798.8)         (152,868.3)         (134,586.1)     

 

 

Notes: —
 

(1) Consisting of national and provincial government, social security funds and selected public

entities. Refer to Annexure W2 for a detailed list of entities included. In some cases, figures were

estimated by the National Treasury and may differ from data published by Statistics South Africa

and the Reserve Bank.
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(2) Includes biological, heritage and specialized military assets.
 

(3) Mainly general administration, cost of raising loans and unallocatable capital expenditure.

 

State-Owned Entities

 

Investment in energy, rail, roads, ports and other infrastructure remains a cornerstone of the

National Government’s economic strategy. Over the fiscal 2011 — 2015 period, estimated capital

expenditure by the major state-owned entities (“SOEs”) amounts to R623.6 billion. This estimate is

10.9% lower than previously published figures as a result of revisions to capital expenditure

estimates. Contract prices have fallen somewhat and some projects were delayed as a result of a

slowdown in demand due to the recession.

 

The capital expenditure programs and refinancing needs of major SOEs will be financed through

internally generated resources, government funding and a mixture of long-term and short-term

borrowing in the domestic and foreign markets. In fiscal 2012, 44.3% of the borrowing requirement

of these entities and development finance institutions, which totals R106.3 billion, will be raised

through international funding sources.

 

To reduce borrowing costs and ease pressure on the domestic market, the National Treasury

provides support to SOEs in accessing financing from multilateral organizations and export credit

agencies, and through project financing arrangements. The National Government has helped to

coordinate SOEs’ debt issuances to prevent market crowding. The National Government will

continue to issue bonds against which SOEs’ issuances are benchmarked.

 

The National Government is committed to ensuring that the capital investment programs of

SOEs remain on course, while working to strengthen the management and oversight of these

entities. The current status of the financing and National Government guarantees for the more

significant SOEs is set out below.

 

Eskom

 

Over the next five years it is projected that Eskom will spend approximately R421.6 billion,

primarily to increase power generation capacity. In February 2009, the National Government

approved guarantees totalling R176 billion to support construction of new power plants. In October

2010, the guarantee was increased by R174 billion, bringing the total to R350 billion. The additional

state support has led to the cancellation of an Eskom credit watch. Part of the increase in the

guarantee was precautionary, aimed at ensuring more rapid progress on urgent projects through

2017, including the completion of the 4,800MW coal-fired Kusile power station (projected to cost

R142 billion) and the 4,788MW coal-fired Medupi power station (projected to cost R125 billion).

Eskom is now able to borrow with a mix of unsecured and secured debt instruments. In January

2011, Eskom issued 10-year unsecured notes amounting to US$1.8 billion in the global capital

markets.

 

Transnet

 

Over the next five years it is projected that Transnet will spend approximately R93.2 billion,

primarily to fund investments in ports and transport infrastructure. The major investments include

the construction of a multi-product pipeline with capacity of 8.7 billion liters per year (projected to

cost R23.4 billion) and an upgrade of an iron ore pipeline, which will transport 60 million tons per

year (projected to cost R11.6 billion).

 

Guarantees to Transnet were provided in 1998 (R3.5 billion) and 2004 (R6 billion) to enable

financing of capital expenditure projects. Transnet has a US$2 billion Global Medium-Term Note

Program (“GMTN”) on the London Stock Exchange, which enables Transnet to issue notes in either

the United States or the European debt capital markets.

 

South African Airways (Proprietary) Limited

 

Although no additional support was required during 2010, the National Government restructured

the R1.6 billion perpetual guarantee provided to South Africa’s flagship carrier, South African

Airways (“SAA”), in 2009 to provide security required by international air services licensing councils

for tickets purchased in advance.

S-9



Table of Contents

Denel

 

In 2010, the National Government extended Denel’s R1.9 billion of existing guarantees to 2011.

Of the eight business units, four are profitable. The National Government is working with Denel to

find a way for loss-making entities such as Denel Saab Aerostructures, Denel Dynamics and Rooivalk

to become sustainable.

 

The South African Broadcasting Corporation

 

The National Government granted a R1.473 billion guarantee to the South African Broadcasting

Corporation (“SABC”) supporting a R1.0 billion term loan facility with Nedbank Limited concluded in

December 2009. The Ministers of Communications and Finance have established a task team to

oversee a turnaround at the SABC and ensure adherence to guarantee conditions.

 

DBSA

 

The National Government has committed to increase Development Bank of Southern Africa’s

(“DBSA”) callable capital by R15.2 billion to R20.0 billion, expanding its lending capacity to

R140.0 billion. A legislative amendment will effect this change. Government is also exploring ways

to reduce the DBSA’s exposure when lending to municipalities that are credit risks.

 

Land Bank

 

The improved financial performance of the Land Bank, which has a mandate to focus on

development lending, was reflected in its increase in profits from R168 million in fiscal 2009 to

R379 million in fiscal 2010. The Land Bank is refocusing to prioritize support for emerging farmers,

and to increase South Africa’s food and fiber production. The Land Bank is working with the relevant

national departments to implement a support program for emerging farmers, starting with those

who cannot service their Land Bank loans. During 2011-12, the Land Bank will receive a tranche

amounting to R750 million, reducing its extended guarantee to R1 billion. The intention is to

complete the recapitalization over the next two years, eliminating the guarantee. During 2010, the

Land Bank successfully issued a 3-year floating rate note. The National Government will help the

Bank to access longer-term multilateral funding to extend its debt-maturity profile.

 

National Housing Finance Corporation

 

In March 2010, the National Government approved a request by the National Housing Finance

Corporation (“NHFC”) to borrow the rand-denominated equivalent of €30 million from the European

Investment Bank and €20 million from the Agence Française de Développement. The Department of

Human Settlements and the NHFC are investigating a mortgage default insurance program, backed

by a R1 billion government guarantee. The National Treasury is considering a reclassification under

the Public Finance Management Act that would allow the NHFC to borrow.

 

Industrial Development Corporation Limited

 

The Industrial Development Corporation Limited (“IDC”) focuses on supporting industrial

development. The IDC plans to invest more than R70 billion to fund industrial and business

development over the next five years, with R10 billion set aside for projects with high job-creation

potential. The IDC will also continue to assist selected businesses that are in distress as a result of

the recent recession through the R6.1 billion fund announced in 2009 (R2.9 billion in 2009-2010 and

R3.2 billion in 2010-2011). By the end of 2010, the IDC had committed R3.6 billion to 66 businesses

under this program, with an estimated 23,322 jobs saved as a result.
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The Offering

 

Issuer: Republic of South Africa.
 

Securities Offered: 6.25% Notes due 2041.
 

Maturity Date: March 8, 2041.
 

Aggregate Principal Amount: US$750,000,000.
 

Issue Price: 99.437% of the principal amount of the Notes, plus accrued

interest, if any, from March 8, 2011.
 

Issue Date: The Notes are expected to be issued on or about March 8,

2011.
 

Interest Rate: 6.25% per annum.
 

Interest Calculations: Interest payable on a particular interest payment date will be

calculated on the basis of a 360-day year consisting of twelve

30-day months.
 

Interest Payment Dates: March 8 and September 8 of each year, commencing

September 8, 2011.
 

Redemption: The Notes are not subject to redemption prior to maturity. At

maturity, the Notes will be redeemed at par.
 

ISIN: US836205AP92
 

CUSIP: 836205AP9
 

Common Code: 060225354
 

Status and Ranking: Upon issuance, the Notes will be direct unconditional and

general obligations and will rank equally without any

preference among themselves, with all present and future

unsecured and unsubordinated general obligations of the

South African government for moneys borrowed and

guarantees given by South Africa in respect of money

borrowed from others. The full faith and credit of the South

African government has been pledged for the due and

punctual payment of, and the due and timely performance of

all the South African government’s obligations relating to, the

Notes. See “Debt Securities — Status of the Debt Securities”

and “Debt Securities — Negative Pledge” in the accompanying

Prospectus.
 

Markets: The Notes are offered for sale in those jurisdictions where it is

legal to make such offers. See “Underwriting” and

“Jurisdictional Restrictions.”
 

Listing and Admission to Trading: Application has been made to list and trade the Notes on the

regulated market “Marché Officiel” of the Luxembourg Stock

Exchange, Bourse de Luxembourg. Listing will be made on the

official list of the Luxembourg Stock Exchange.
 

Form: The Notes will be book-entry securities in fully registered form,

without coupons, registered in the names of investors or their

nominees in denominations of US$100,000 and integral

multiples of US$1,000 in excess thereof.
 

Clearance and Settlement: Beneficial interests in the Notes will be shown on, and transfer

thereof will be effected only through, records maintained by

DTC and its participants, unless certain contingencies occur, in

which case the
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Notes will be issued in definitive form. Investors may elect to

hold interests in the Notes through DTC, Euroclear or

Clearstream Banking Luxembourg, if they are participants in

such systems, or indirectly through organizations that are

participants in such systems. See “Global Clearance and

Settlement.”
 

Paying Agent in Luxembourg: Deutsche Bank Luxembourg S.A.
 

Payment of Principal and Interest: Principal and interest on the Notes will be payable in U.S.

dollars or other legal tender of the United States of America.

As long as the Notes are in the form of a book-entry security,

payments of principal and interest to investors shall be made

through the facilities of the DTC. See “Description of the

Notes — Payment” and “Global Clearance and Settlement —

Ownership of Notes through DTC, Euroclear and Clearstream

Banking Luxembourg.”
 

Default: The Notes will contain events of default, the occurrence of

which may result in the acceleration of our obligations under

the Notes prior to maturity. See “Debt Securities — Default”

and “— Acceleration of Maturity” in the accompanying

Prospectus.
 

Collective Action Securities: The Notes will be designated collective action securities under

the Amended and Restated Fiscal Agency Agreement, dated as

of May 15, 2003, between the Republic and Deutsche Bank

Trust Company Americas (the “Fiscal Agency Agreement”). The

Notes will contain provisions regarding acceleration and voting

on amendments, modifications, changes and waivers that

differ from those applicable to certain other series of U.S.

dollar denominated debt securities issued by the Republic and

described in the accompanying Prospectus. The provisions

described in this Prospectus Supplement will govern the Notes.

These provisions are commonly referred to as “collective

action clauses.” Under these provisions, we may amend

certain key terms of the Notes, including the maturity date,

interest rate and other payment terms, with the consent of the

holders of not less than 75% of the aggregate principal amount

of the outstanding Notes. Additionally, if an event of default

has occurred and is continuing, the Notes may be declared to

be due and payable immediately by holders of not less than

25% of the aggregate principal amount of the outstanding

Notes. These provisions are described in the sections entitled

“Description of the Notes — Default; Acceleration of Maturity”

and “— Amendments and Waivers” in this Prospectus

Supplement and “Collective Action Securities” in the

accompanying Prospectus.
 

Sinking Fund: None.
 

Prescription Period: None.
 

Fiscal Agency Agreement: The Notes will be issued pursuant to the Fiscal Agency

Agreement.
 

Taxation: For a discussion of United States, South African and

Luxembourg tax consequences associated with the Notes, see

“Taxation” in this Prospectus Supplement. Investors should

consult their own tax advisors in determining the foreign, U.S.

federal, state, local and any other tax consequences to them

of the purchase, ownership and disposition of the Notes.
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Principal of and interest on the Notes are payable by the

Republic without withholding or deduction from South African

withholding taxes to the extent set forth herein. See

“Description of the Notes — South African Taxation.”
 

Governing Law: The Notes will be governed by the laws of the State of New

York, except with respect to the authorization and execution of

the Notes, which will be governed by the laws of the Republic

of South Africa.
 

Trading: The Notes are expected to begin trading on a

when-and-if-issued basis following the announcement of the

results of the offering.

S-13



Table of Contents

 

RISK FACTORS

 

You should read this entire Prospectus Supplement and the accompanying Prospectus

carefully. Words and expressions defined elsewhere in this Prospectus Supplement and

the accompanying Prospectus have the same meanings in this section. Investing in the

Notes involves certain risks. In addition, the purchase of the Notes may involve

substantial risks and be suitable only for investors who have the knowledge and

experience in financial and business matters to enable them to evaluate the risks and

merits of an investment in the Notes. You should make your own inquiries as you deem

necessary without relying on the Republic or any Underwriter and should consult with

your financial, tax, legal, accounting and other advisers, prior to deciding whether to

make an investment in the Notes. You should consider, among other things, the

following:

 

Risks Relating to the Notes

 

The trading market for debt securities may be volatile and may be adversely impacted

by many events

 

The market for the Notes issued by the Republic is influenced by economic and market

conditions and, to varying degrees, interest rates, currency exchange rates and inflation rates in the

United States and European and other industrialized countries. There can be no assurance that

events in South Africa, the United States, Europe or elsewhere will not cause market volatility or that

such volatility will not adversely affect the price of the Notes or that economic and market

conditions will not have any other adverse effect.

 

There could be no active trading market for the Notes

 

The Notes are a new issue of securities with no established trading market. There can be no

assurance that an active trading market for the Notes will develop, or, if one does develop, that it

will be maintained. If an active trading market for the Notes does not develop or is not maintained,

the market or trading price and liquidity of the Notes may be adversely affected. If the Notes are

traded after their initial issuance, they may trade at a discount to their initial offering price,

depending upon prevailing interest rates, the market for similar securities, general economic

conditions and the financial condition of the Republic. Although an application has been made to list

and trade the Notes on the Regulated Market “Marché Officiel” of the Luxembourg Stock Exchange,

there is no assurance that such application will be accepted or that an active trading market will

develop.

 

The Notes may not be a suitable investment for all investors

 

You must determine the suitability of investment in the Notes in the light of your own

circumstances. In particular, you should:

 

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Notes

and the merits and risks of investing in the Notes;

 

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context

of its particular financial situation, an investment in the Notes and the impact the Notes will

have on your overall investment portfolio;

 

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment

in the Notes, including where the currency for principal or interest payments is different from

your currency;

 

(iv) understand thoroughly the terms of the Notes and be familiar with the behavior of any

relevant indices and financial markets; and

 

(v) be able to evaluate (either alone or with the help of a financial adviser) possible

scenarios for economic, interest rate and other factors that may affect your investment and your

ability to bear the applicable risks.
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Certain economic risks are inherent in any investment denominated in a currency other

than the currency of the country in which the purchaser is resident or the currency in

which the purchaser conducts its business or activities

 

An investment in a security denominated in a currency other than the currency of the country in

which the purchaser is resident or the currency in which the purchaser conducts its business or

activities may present currency-related risks not associated with a similar investment in a security

denominated in the home currency. Such risks include, without limitation, the possibility of

significant changes in rates of exchange between the home currency and the U.S. dollar and the

possibility of the imposition or modification of foreign exchange controls with respect to the

U.S. dollar and the home currency. Such risks generally depend on events over which South Africa

has no control, such as economic and political events and the supply of and demand for the

U.S. dollar and the home currency. In recent years, rates of exchange for certain currencies have

been highly volatile and such volatility may be expected to continue in the future. Fluctuations in

any particular exchange rate that have occurred in the past are not necessarily indicative, however,

of fluctuations in such rate that may occur during the term of the Notes. Depreciation of the

U.S. dollar against the relevant home currency could result in a decrease in the effective yield of a

particular security below its coupon rate and, in certain circumstances, could result in a loss to the

investor on a home currency basis.

 

This description of foreign currency risks does not describe all the risks of an investment in

securities denominated in a currency other than the home currency. Prospective investors should

consult their own financial and legal advisers as to the risks involved in an investment in the Notes.

 

The Notes are unsecured

 

The Notes constitute unsecured obligations of the Republic.

 

The Notes contain provisions that permit the Republic to amend the payment terms

without the consent of all holders

 

The Notes contain provisions regarding acceleration and voting on amendments, modifications,

changes and waivers, which are commonly referred to as “collective action clauses”. Under these

provisions, certain key provisions of the Notes may be amended, including the maturity date,

interest rate and other payment terms, with the consent of the holders of 75% of the aggregate

principal amount of the outstanding Notes. See “Description of the Notes” in this Prospectus

Supplement and “Collective Action Securities” in the accompanying Prospectus.

 

Legal investment considerations may restrict certain investments

 

The investment activities of certain investors are subject to legal investment laws and

regulations, or review or regulation by certain authorities. You should consult your legal advisers to

determine whether and to what extent (1) the Notes are legal investments for you, (2) the Notes can

be used as collateral for various types of borrowing and (3) other restrictions apply to your purchase

or pledge of any Notes. Financial institutions should consult their legal advisors or the appropriate

regulators to determine the appropriate treatment of Notes under any applicable risk-based capital

or similar rules.

 

Risks Relating to the Republic

 

The Republic is a foreign sovereign state and accordingly it may be difficult to obtain or

enforce judgments against it

 

The Republic is a sovereign state. Consequently, your ability to sue the Republic may be limited.

See “Description of Debt Securities — Governing Law; Consent to Service” in the accompanying

Prospectus.

 

The Republic has not consented to service or waived sovereign immunity with respect to actions

brought against it under United States federal securities laws or any State securities laws. In the

absence of a waiver of immunity by the Republic with respect to these actions, it would not be

possible to obtain judgment in such an action brought against the Republic in a court in the United

States unless the court were to determine that the Republic is not entitled under the Foreign

Sovereign Immunities Act to sovereign immunity with respect to such action. Further, even if a

United States judgment could be obtained in such an action, it may not be possible to
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enforce in the Republic a judgment based on such a United States judgment. Execution upon

property of the Republic located in the United States to enforce a United States judgment may not

be possible except under the limited circumstances specified in the Foreign Sovereign Immunities

Act.

 

Certain economic risks are inherent in any investment in an emerging market country

such as South Africa

 

Investing in an emerging market country such as South Africa carries economic risks. These

risks include economic instability that may affect South Africa’s economic results. Economic

instability in South Africa in the past and in other emerging market countries has been caused by

many different factors, including the following:

 

  • general economic and business conditions;
 

  • high interest rates;
 

  • changes in currency values;
 

  • high levels of inflation;
 

  • exchange rates;
 

  • exchange controls;
 

  • wage and price controls;
 

  • foreign currency reserves;
 

  • changes in economic or tax policies;
 

  • the imposition of trade barriers; and
 

  • internal security issues.

 

Any of these factors, as well as volatility in the markets for securities similar to the Notes, may

adversely affect the value or liquidity of the Notes.

 

The Republic’s economy remains vulnerable to external shocks, including the

aftermath of the global recession and those that could be caused by future significant

economic difficulties of its major regional trading partners or by more general

“contagion” effects, which could have an adverse effect on the Republic’s economic

growth

 

The Republic’s economy remains vulnerable to external shocks, including the aftermath of the

global recession. A significant decline in the economic growth of any of the Republic’s major trading

partners, such as the European Union, could have a material adverse impact on the Republic’s

balance of trade and adversely affect the Republic’s economic growth. The European Union is the

Republic’s largest export market. A decline in demand for imports from the European Union could

have a material adverse effect on South African exports and the Republic’s economic growth.

 

In addition, because international investors’ reactions to the events occurring in one emerging

market country sometimes appear to demonstrate a “contagion” effect, in which an entire region or

class of investment is disfavored by international investors, the Republic could be adversely affected

by negative economic or financial developments in other emerging market countries.

 

There can be no assurance that any crises such as those described above or similar events will

not negatively affect investor confidence in emerging markets. In addition, there can be no

assurance that these events will not adversely affect the Republic’s economy and its ability to raise

capital in the external debt markets in the future.
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USE OF PROCEEDS

 

The net proceeds from the sale of the Notes are estimated to be US$744,402,500, after

deduction of the underwriting commission and discount and of certain expenses payable by South

Africa. South Africa will use the net proceeds for the general purposes of the government, subject to

section 71 of the South African Public Finance Management Act, 1999 (“PFMA”). See “The External

Sector of the Economy” and “National Government Debt — Summary of External National

Government Debt” in the Annual Report.
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DESCRIPTION OF THE NOTES

 

This Prospectus Supplement describes the terms of the Notes in greater detail than the

Prospectus and may provide information that differs from the Prospectus. If the information in this

Prospectus Supplement differs from the Prospectus, you should rely on the information in this

Prospectus Supplement.

 

The Notes are to be issued pursuant to an Amended and Restated Fiscal Agency Agreement,

dated as of May 15, 2003 (the “Fiscal Agency Agreement”), between South Africa and Deutsche

Bank Trust Company Americas (formerly named Bankers Trust Company), as Fiscal Agent (the “Fiscal

Agent”). The following statements and the statements under “Description of Debt Securities” in the

Prospectus briefly summarize some of the terms of the Notes and the Fiscal Agency Agreement.

Such statements are qualified in their entirety by reference to the Fiscal Agency Agreement and to

the form of Global Note, described below, filed or to be filed by South Africa with the Commission.

 

The Notes, issued in an aggregate principal amount of US$750,000,000, bear interest at the rate

of 6.25% per annum and mature on March 8, 2041. Interest on the Notes is payable semi-annually

on March 8 and September 8 of each year, commencing September 8, 2011, to the persons in

whose names the Notes are registered at the close of business on the day preceding or (whether or

not a business day), as the case may be. If a payment date falls on a day which is not a business

day, payment will be made on the next succeeding business day. Interest payable on a particular

interest payment date will be calculated on the basis of a 360-day year, consisting of twelve 30-day

months.

 

The Notes constitute direct, unconditional, general and unsecured obligations of the Republic

and will rank equally, without any preference among themselves, with all present and future

unsecured and unsubordinated general obligations of the Republic for moneys borrowed and

guarantees given by South Africa in respect of money borrowed from others. The full faith and credit

of the Republic has been pledged for the due and punctual payment of, and the due and timely

performance of all the Republic’s obligations relating to, the Notes.

 

The Notes are collective action securities and contain provisions regarding acceleration and

future modifications to their terms that differ from those applicable to South Africa’s outstanding

external debt issued prior to May 16, 2003. Under these provisions, South Africa may amend the

payment provisions of the Notes with the consent of the holders of 75% of the aggregate principal

amount of the outstanding Notes. See “Description of Debt Securities — Collective Action Securities”

in the Prospectus.

 

The Notes are not redeemable prior to maturity and are not entitled to the benefit of any sinking

fund. At maturity, the Notes will be redeemed at par. Nevertheless, South Africa may at any time

repurchase the Notes at any price in the open market or otherwise. South Africa may hold or resell

the Notes it purchases or may surrender them to the Fiscal Agent for cancellation. Additional terms

of the Notes are described in the Prospectus under “Description of Debt Securities.”

 

The Fiscal Agent is not a trustee for the holders of the Notes and does not have the same

responsibilities or duties to act for such holders as would a trustee.

 

Form, Denominations and Registration

 

The statements set forth in this Prospectus Supplement in this subsection and in “Definitive

Notes” and in the section entitled “Global Clearance and Settlement” include summaries of certain

rules and procedures of DTC, Clearstream Banking Luxembourg and Euroclear that affect transfers of

interests in the Notes.

 

The Notes will be issued as one or more Notes in book-entry form registered in the name of a

nominee of DTC. Book-entry interests in the Notes and all transfers relating to such interests in the

Notes will be reflected in the book-entry records of DTC. The depositary for DTC will be Deutsche

Bank Trust Company Americas.

 

Beneficial interests in the Notes, which will be in minimum denominations of US$100,000 and

integral multiples of US$1,000 in excess thereof, will be represented in, and transfers of such

beneficial interests will be effected through, accounts of financial institutions acting on behalf of

beneficial owners as direct and indirect participants in DTC. These financial institutions will record

the ownership and transfer of your beneficial interests through book-entry accounts, eliminating the

need for physical movement of securities.
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If you wish to hold securities through the DTC system, you must either be a direct participant in

DTC or hold through a direct participant in DTC. Direct participants include securities brokers and

dealers, banks, trust companies, clearing corporations and certain other organizations that have

accounts with DTC. Euroclear and Clearstream Banking Luxembourg participate in DTC through their

New York depositaries. Indirect participants are securities brokers and dealers, banks and trust

companies that do not have an account with DTC, but that clear through or maintain a custodial

relationship with a direct participant. Thus, indirect participants have access to the DTC system

through direct participants.

 

If you so choose, you may hold your beneficial interests in the Notes through Euroclear or

Clearstream Banking Luxembourg, or indirectly through organizations that are participants in such

systems. Euroclear and Clearstream Banking Luxembourg will hold their participants’ beneficial

interests in the Global Notes in their customers’ securities accounts with their depositaries. These

depositaries of Euroclear and Clearstream Banking Luxembourg in turn will hold such interests in

their customers’ securities accounts with DTC.

 

In sum, you may elect to hold your beneficial interests the Notes:

 

  • in the United States, through DTC;
 

  • outside the United States, through Euroclear or Clearstream Banking Luxembourg; or
 

  • through organizations that participate in such systems.

 

DTC may grant proxies or authorize its participants (or persons holding beneficial interests in the

Notes through these participants) to exercise any rights of a holder or take any other actions that a

holder is entitled to take under the Fiscal Agency Agreement or the Notes. The ability of Euroclear or

Clearstream Banking Luxembourg to take actions as a holder under the Notes or the Restated Fiscal

Agency Agreement will be limited by the ability of their respective depositaries to carry out such

actions for them through DTC. Euroclear and Clearstream Banking Luxembourg will take such

actions only in accordance with their respective rules and procedures.

 

As an owner of a beneficial interest in the Notes, you will generally not be considered the holder

of any Notes under the Fiscal Agency Agreement.

 

The laws of some states of the United States require that certain persons take physical delivery

of securities in certificated form. Consequently, your ability to transfer interests in a U.S. dollar Note

may be limited.

 

Except as provided below, owners of beneficial interests in the Notes will not be entitled to have

the Notes registered in their names, will not receive or be entitled to receive physical delivery of the

Notes in definitive form and will not be considered the holders of the Notes under the Fiscal Agency

Agreement or the Notes. Accordingly, each person owning a beneficial interest in a Note must rely

on the procedures of DTC and, if such person is not a participant in DTC, on the procedures of the

participant through which such person owns its interest, in order to exercise any rights of a holder of

Notes. South Africa understands that, under existing industry practice, in the event that any owner

of a beneficial interest in the Notes desires to take any action that the registered owner, as the

holder of such Notes, is entitled to take, the registered owner would authorize the participants to

take such action, and the participants would authorize beneficial owners owning through such

participants to take such action or would otherwise act upon the instructions of beneficial owners

owning through them.

 

Payment

 

Payment of principal of and interest on the Notes will be made to the nominee of DTC, as the

registered owner. The principal of and interest on the Notes will be payable in U.S. dollars or in such

other coin or currency of the United States of America as at the time of payment is legal tender for

the payment therein of public and private debts. Upon receipt of any payment of principal of or

interest on the Notes, participants’ accounts will be credited in accordance with applicable DTC rules

and procedures. Neither South Africa nor the Fiscal Agent will have any responsibility or liability for

any aspect of the records relating to, or payments made on account of, beneficial ownership

interests in the Notes or for maintaining, supervising or reviewing any records relating to those

beneficial ownership interests.
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Any moneys held by the Fiscal Agent in respect of the Notes and remaining unclaimed for two

years after the amount becomes due and payable will be returned to South Africa, and the holder of

such Note will thereafter look only to South Africa for any payment to which the holder may be

entitled. See “Description of the Notes — Prescription” in this Prospectus Supplement.

 

Foreign Currency Risks

 

An investment in a security denominated in a currency other than the currency of the country in

which the purchaser is resident or the currency in which the purchaser conducts its business or

activities may present currency-related risks not associated with a similar investment in a security

denominated in the home currency. Such risks include, without limitation, the possibility of

significant changes in rates of exchange between the home currency and the U.S. dollar and the

possibility of the imposition or modification of foreign exchange controls with respect to the

U.S. dollar and the home currency. Such risks generally depend on events over which South Africa

has no control, such as economic and political events and the supply of and demand for the

U.S. dollar and the home currency. In recent years, rates of exchange for certain currencies have

been highly volatile and such volatility may be expected to continue in the future. Fluctuations in

any particular exchange rate that have occurred in the past are not necessarily indicative, however,

of fluctuations in such rate that may occur during the term of the Notes. Depreciation of the

U.S. dollar against the relevant home currency could result in a decrease in the effective yield of a

particular security below its coupon rate and, in certain circumstances, could result in a loss to the

investor on a home currency basis.

 

This description of foreign currency risks does not describe all the risks of an investment in

securities denominated in a currency other than the home currency. Prospective investors should

consult their own financial and legal advisers as to the risks involved in an investment in the Notes.

 

Prescription

 

To the extent permitted by applicable law, the Notes will become void unless presented for

payment within a period of 10 years following (i) the maturity date or (ii) if payment in full has not

been received by the Fiscal Agent or Paying Agent on or prior to the maturity date, the date on

which notice is given to holders of the Notes that payment in full has been received.

 

Definitive Notes

 

South Africa will cause Notes to be issued in definitive form in exchange for Notes only if DTC, or

the nominee thereof notifies South Africa in writing that it is no longer willing or able to discharge its

responsibilities as depositary for the Notes properly, in the case of DTC, ceases to be a clearing

agency registered under the U.S. Securities Exchange Act of 1934 and South Africa is unable to

locate a qualified successor within 90 days after receiving such notice, or if an event of default has

occurred and is continuing as described under “Description of Debt Securities — Events of Default”

in the Prospectus. South Africa may also at any time and in its sole discretion determine not to have

any of the Notes represented by the Global Notes. If any of the above events occurs, South Africa

will reissue the Notes in fully certificated, registered form in minimum denominations of US$100,000

and integral multiples of US$1,000 in excess thereof and will recognize the registered holders of the

definitive Notes as holders under the Fiscal Agency Agreement. Such Notes may be presented for

registration of transfer or exchange at the office of the Fiscal Agent in The City of New York, at the

office of the Fiscal Agent’s affiliate in London, England, or at the office of the Listing and Paying

Agent in Luxembourg, and principal and interest will be payable at such offices, provided that

interest may be paid by check mailed to the registered holders of the definitive Notes. In the event

of the issuance of definitive Notes, South Africa will publish a notice in a leading newspaper with

general circulation in Luxembourg (which is expected to be the d’Wort) announcing such issuance

and, for as long as the Notes are listed on the Luxembourg Stock Exchange and so long as the rules

of the Luxembourg Stock Exchange so require, the South African government will maintain a transfer

agent and paying agent in Luxembourg.

 

A definitive Note will be transferable in whole or in part in an authorized denomination upon the

surrender of the certificate evidencing the definitive Notes to be transferred, together with the form

of transfer duly endorsed on
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it completed and executed, at the specified office of any transfer agent. In the case of a transfer of

only part of a definitive Note, a new certificate in respect of the balance not transferred will be

issued to the transferor.

 

In the event that definitive Notes are issued, the Transfer and Paying Agent and its specified

office shall be as set forth at the end of this document, and payment of principal will be made only

against presentation and surrender of the definitive Notes to the Transfer and Paying Agent. The

South African government reserves the right at any time to vary or terminate the appointment of

any transfer agent and paying agent and to appoint additional or other transfer agents and paying

agents. If the South African government appoints additional or other transfer or paying agents in

Luxembourg, notice of such change will be published in Luxembourg as set forth in the section

entitled “Description of the Notes — Notices” in this Prospectus Supplement.

 

Replacement of the Notes

 

Should any definitive Note be mutilated, lost, stolen or destroyed, it may be replaced on such

terms as to evidence and indemnity as the South African government may require. Mutilated Notes

must be surrendered before replacement therefor will be issued. Application for replacement may be

made only by the registered holder of the Notes and shall be made at the specified office of the

Fiscal Agent in The City of New York or the Listing and Paying Agent in Luxembourg set out at the

end of this document.

 

Further Issues

 

South Africa may from time to time, without notice to or the consent of the registered holders of

the Notes, create and issue further notes ranking equally and ratably with the Notes in all respects

(or in all respects except for the payment of interest accruing prior to the issue date of such further

notes or except for the first payment of interest following the issue date of such further notes) and

so that such further notes shall be consolidated and form a single series with the Notes and shall

have the same terms as to status, redemption or otherwise as the Notes, provided that such

additional notes do not have, for purposes of United States federal income taxation, a greater

amount of original issue discount, if any, than the Notes have as of the date of the issue of such

additional notes.

 

Notices

 

So long as the Notes are listed on the Luxembourg Stock Exchange and the rules of the

exchange so require, South Africa will publish notices in a daily newspaper of general circulation in

Luxembourg (which is expected to be the d’Wort) or on the website of the Luxembourg Stock

Exchange at http://www.bourse.lu. If publication in a leading newspaper in Luxembourg is not

practicable, South Africa will give notices in another way consistent with the rules of the

Luxembourg Stock Exchange. South Africa will also publish all notices in London in the Financial

Times and in New York in The Wall Street Journal. Notices shall be deemed to have been given on

the date of their publication or, if published more than once on different dates, on the first date on

which publication is made.

 

Luxembourg Paying Agent

 

So long as Notes are listed on the regulated market “Marché Officiel” of the Luxembourg Stock

Exchange (Bourse de Luxembourg) and the rules of such stock Exchange so require, the Republic

will maintain a paying agent in Luxembourg. The Republic has initially appointed Deutsche Bank

Luxembourg S.A. to serve as its paying agent in Luxembourg.
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GLOBAL CLEARANCE AND SETTLEMENT

 

As far as the Republic is aware, the information below has been accurately reproduced and no

facts have been omitted which would render the reproduced information inaccurate or misleading.

DTC, Euroclear and Clearstream Banking Luxembourg are under no obligation to perform or

continue to perform the procedures described below, and they may modify or discontinue them at

any time. Neither the Republic nor the registrar will be responsible for DTC’s, Euroclear’s or

Clearstream Banking Luxembourg’s performance of their obligations under their rules and

procedures; nor will the Republic or the registrar be responsible for the performance by direct or

indirect participants of their obligations under their rules and procedures.

 

Introduction

 

The Depository Trust Company DTC is:

 

  • A limited-purpose trust company organized within the meaning of the New York Banking Law;
 

  • a “banking organization” under the New York Banking Law;
 

  • a member of the Federal Reserve System;
 

  • a “clearing corporation” within the meaning of the New York Uniform Commercial Code; and
 

  • a “clearing agency” registered under Section 17A of the Securities Exchange Act of 1934, as

amended.

 

DTC was created to hold securities for its participants and facilitate the clearance and

settlement of securities transactions between its participants. It does this through electronic book-

entry changes in the accounts of its direct participants, eliminating the need for physical movement

of securities certificates. DTC is owned by a number of its direct participants and by the New York

Stock Exchange, Inc., the NASDAQ, the American Stock Exchange and the National Association of

Securities Dealers, Inc.

 

According to DTC, the foregoing information about DTC has been provided to us for informational

purposes only and is not a representation, warranty or contract modification of any kind.

 

Euroclear and Clearstream Banking Luxembourg

 

Like DTC, Euroclear and Clearstream Banking Luxembourg hold securities for their participants

and facilitate the clearance and settlement of securities transactions between their participants

through electronic book-entry changes in their accounts. Euroclear and Clearstream Banking

Luxembourg provide various services to their participants, including the safekeeping, administration,

clearance and settlement and lending and borrowing of internationally traded securities. Euroclear

and Clearstream Banking Luxembourg participants are financial institutions such as the

Underwriters, securities brokers and dealers, banks, trust companies and other organizations. The

Underwriters are participants in Euroclear or Clearstream Banking Luxembourg. Other banks,

brokers, dealers and trust companies have indirect access to Euroclear or Clearstream Banking

Luxembourg by clearing through or maintaining a custodial relationship with Euroclear or

Clearstream Banking Luxembourg participants.

 

Ownership of Notes through DTC, Euroclear and Clearstream Banking Luxembourg

 

The Republic will issue the Notes in the form of a fully registered book-entry security, registered

in the name of Cede & Co., a nominee of DTC. Financial institutions, acting as direct and indirect

participants in DTC, will represent your beneficial interests in the book-entry security. These financial

institutions will record the ownership and transfer of your beneficial interests through book-entry

accounts. You may hold your beneficial interests in the book-entry security through Euroclear or

Clearstream Banking Luxembourg, if you are a participant in such systems, or indirectly through

organizations that are participants in such systems. Euroclear and Clearstream Banking Luxembourg

will hold their participants’ beneficial interests in the book-entry security in their customers’

securities accounts with their depositaries.

 

These depositaries of Euroclear and Clearstream Banking Luxembourg in turn will hold such

interests in their customers’ securities accounts with DTC.
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The Republic and the Fiscal Agent generally will treat the registered holder of the Notes, initially

Cede & Co., as the absolute owner of the Notes for all purposes. Once the Republic and the Fiscal

Agent make payments to the registered holders, the Republic and the Fiscal Agent will no longer be

liable on the Notes for the amounts so paid. Accordingly, if you own a beneficial interest in the book-

entry security, you must rely on the procedures of the institutions through which you hold your

interests in the book-entry security (including DTC, Euroclear, Clearstream Banking Luxembourg,

and their participants) to exercise any of the rights granted to the holder of the book-entry security.

Under existing industry practice, if you desire to take any action that Cede & Co., as the holder of

such book-entry security, is entitled to take, then Cede & Co. would authorize the DTC participant

through which you own your beneficial interest to take such action, and that DTC participant would

then either authorize you to take the action or act for you on your instructions.

 

DTC may grant proxies or authorize its participants (or persons holding beneficial interests in the

Notes through such participants) to exercise any rights of a holder or take any other actions that a

holder is entitled to take under the Fiscal Agency Agreement or the Notes. Euroclear’s or

Clearstream Banking Luxembourg’s ability to take actions as a holder under the Notes or the Fiscal

Agency Agreement will be limited by the ability of their respective depositaries to carry out such

actions for them through DTC. Euroclear and Clearstream Banking Luxembourg will take such

actions only in accordance with their respective rules and procedures.

 

The Fiscal Agent will not charge you any fees for the Notes, other than reasonable fees for the

replacement of lost, stolen, mutilated or destroyed Notes. However, you may incur fees for the

maintenance and operation of the book-entry accounts with the clearing systems in which your

beneficial interests are held.

 

The laws of some states require certain purchasers of securities to take physical delivery of the

securities in definitive form. These laws may impair your ability to transfer beneficial interests in the

Notes to such purchasers. DTC can act only on behalf of its direct participants, who in turn act on

behalf of indirect participants and certain banks. Thus, your ability to pledge a beneficial interest in

the Notes to persons that do not participate in the DTC system, and to take other actions, may be

limited because you will not possess a physical certificate that represents your interest.

 

Transfers Within and Between DTC, Euroclear and Clearstream Banking Luxembourg

 

Trading Between DTC Purchasers and Sellers

 

DTC participants will transfer interests in the Notes among themselves in the ordinary way

according to DTC rules. DTC participants will pay for such transfers by wire transfer.

 

Trading Between Euroclear and/or Clearstream Banking Luxembourg Participants

 

Participants in Euroclear and Clearstream Banking Luxembourg will transfer interests in the

Notes among themselves in the ordinary way according to the rules and operating procedures of

Euroclear and Clearstream Banking Luxembourg.

 

Trading Between a DTC Seller and a Euroclear or Clearstream Banking Luxembourg

Purchaser

 

When the Notes are to be transferred from the account of a DTC participant to the account of a

Euroclear or Clearstream Banking Luxembourg participant, the purchaser must first send

instructions to Euroclear or Clearstream Banking Luxembourg through a participant at least one

business day prior to the settlement date. Euroclear or Clearstream Banking Luxembourg will then

instruct its depositary to receive the Notes and make payment for them. On the settlement date, the

depositary will make payment to the DTC participant’s account and the Notes will be credited to the

depositary’s account. After settlement has been completed, DTC will credit the Notes to Euroclear or

Clearstream Banking Luxembourg, Euroclear or Clearstream Banking Luxembourg will credit the

Notes, in accordance with its usual procedures, to the participant’s account, and the participant will

then credit the purchaser’s account. These securities credits will appear the next day (European

time) after the settlement date. The cash debit from Euroclear’s or Clearstream Banking

Luxembourg’s account will be back-valued to the value date (which will be the preceding day if

settlement occurs in New York). If settlement is not completed on the intended value date (i.e., the

trade fails), the cash debit will instead be valued at the actual settlement date.
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Participants in Euroclear and Clearstream Banking Luxembourg will need to make funds

available to Euroclear or Clearstream Banking Luxembourg in order to pay for the Notes by wire

transfer on the value date. The most direct way of doing this is to pre-position funds (i.e., have funds

in place at Euroclear or Clearstream Banking Luxembourg before the value date), either from cash

on hand or existing lines of credit. Under this approach, however, participants may take on credit

exposure to Euroclear and Clearstream Banking Luxembourg until the Notes are credited to their

accounts one day later.

 

As an alternative, if Euroclear or Clearstream Banking Luxembourg has extended a line of credit

to a participant, the participant may decide not to pre-position funds, but to allow Euroclear or

Clearstream Banking Luxembourg to draw on the line of credit to finance settlement for the Notes.

Under this procedure, Euroclear or Clearstream Banking Luxembourg would charge the participant

overdraft charges for one day, assuming that the overdraft would be cleared when the Notes were

credited to the participant’s account. However, interest on the Notes would accrue from the value

date. Therefore, in many cases the interest income on Notes which the participant earns during that

one-day period will substantially reduce or offset the amount of the participant’s overdraft charges.

Of course, this result will depend on the cost of funds (i.e., the interest rate that Euroclear or

Clearstream Banking Luxembourg charges) to each participant.

 

Since the settlement will occur during New York business hours, a DTC participant selling an

interest in the Notes can use its usual procedures for transferring Notes to the depositaries of

Euroclear or Clearstream Banking Luxembourg for the benefit of Euroclear or Clearstream Banking

Luxembourg participants. The DTC seller will receive the sale proceeds on the settlement date. Thus,

to the DTC seller, a cross-market sale will settle no differently than a trade between two DTC

participants.

 

Trading Between a Euroclear or Clearstream Banking Luxembourg Seller and DTC

Purchaser

 

Due to time zone differences in their favor, Euroclear and Clearstream Banking Luxembourg

participants can use their usual procedures to transfer Notes through their depositaries to a DTC

participant. The seller must first send instructions to Euroclear or Clearstream Banking Luxembourg

through a participant at least one business day prior to the settlement date. Euroclear or

Clearstream Banking Luxembourg will then instruct its depositary to credit the Notes to the DTC

participant’s account and receive payment. The payment will be credited in the account of the

Euroclear or Clearstream Banking Luxembourg participant on the following day, but the receipt of

the cash proceeds will be back-valued to the value date (which will be the preceding day if the

settlement occurs in New York). If settlement is not completed on the intended value date (i.e., the

trade fails), the receipt of the cash proceeds will instead be valued at the actual settlement date.

 

If the Euroclear or Clearstream Banking Luxembourg participant selling the Notes has a line of

credit with Euroclear or Clearstream Banking Luxembourg and elects to be in debit for the Notes

until it receives the sale proceeds in its account, then the back-valuation may substantially reduce

or offset any overdraft charges that the participant incurs over that one-day period.

 

Finally, a day trader that uses Euroclear or Clearstream Banking Luxembourg and that purchases

Notes from a DTC participant for credit to a Euroclear or Clearstream Banking Luxembourg

accountholder should note that these trades would automatically fail on the sale side unless

affirmative action were taken. At least three techniques should be readily available to eliminate this

potential problem:

 

(a) borrowing through Euroclear or Clearstream Banking Luxembourg for one day (until the

purchase side of the day trade is reflected in its Euroclear or Clearstream Banking Luxembourg

account) in accordance with the clearing system’s customary procedures;

 

(b) borrowing the Notes in the United States from a DTC participant no later than one day

prior to settlement, which would give the Notes sufficient time to be reflected in the borrower’s

Euroclear or Clearstream Banking Luxembourg account in order to settle the sale side of the

trade; or

 

(c) staggering the value dates for the buy and sell sides of the trade so that the value date

for the purchase from the DTC participant is at least one day prior to the value date for the sale

to the Euroclear or Clearstream Banking Luxembourg accountholder.
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TAXATION

 

South African Taxation

 

The following is a summary of certain material South African income tax consequences of the

acquisition, ownership and disposition of the Notes. This summary deals only with the tax

consequences for initial purchasers of the Notes who will hold the Notes as capital assets and who

acquired the Notes at the issue price. This discussion does not cover all aspects of South African

income taxation that may be relevant to, or the actual tax effect that any of the matters described

herein will have on the acquisition, ownership or disposition of Notes by particular investors.

 

Treatment of premium and/or discount as well as coupon interest on the Notes

 

To the extent that the Holder acquires the Notes at a discount, i.e. where the issue price of the

Notes is less than the principal amount, such discount would be regarded as “interest” for purposes

of the South African Income Tax Act, No. 58 of 1962 (the “South African Income Tax Act”).

 

Similarly, where the issue price of the Note is greater than the principal amount, the Holder will

be considered to have acquired the Note at a premium.

 

Section 24J of the South African Income Tax Act requires that the Holder of a Note spread the

coupon interest and any premium or discount over the term of the Note using a predetermined rate

referred to as the yield to maturity.

 

However, under existing South African law all the amounts of “interest” as determined for

purposes of section 24J will be exempt from any taxes, levies, imposts, duties, deductions,

withholdings or other charges of whatsoever nature imposed, levied, collected, withheld or assessed

by the South African government or any political subdivision or taxing authority thereof or therein

(all of which are referred to herein as “South African Taxes”) so long as the beneficial owner of the

relevant debt security is either:

 

(1) a natural person who is not a tax resident in South Africa as defined in the South African

Income Tax Act, unless:

 

  • that person caries on business in South Africa through a permanent establishment; or
 

  • that person was physically present in South Africa for a period exceeding 183 days in

aggregate during the relevant year of assessment; or

 

(2) a company, incorporated association, corporation or other corporate body which is not a

resident, as defined in the South African Income Tax Act, which does not carry on business in South

Africa through a permanent establishment.

 

A company, incorporated association, corporation or other corporate body will be a resident of

South Africa if it is incorporated, established or formed in South Africa or if it is effectively managed

in South Africa, unless it is considered exclusively a resident of another country for purposes of the

application of any agreement entered into between the governments of the Republic of South Africa

and that other country for the avoidance of double taxation.

 

A natural person will be a tax resident of South Africa if he or she is:

 

  • ordinarily resident in South Africa, or
 

  • physically present in South Africa for a period or periods exceeding 91 days in aggregate

during the relevant year of assessment, as well as for a period or periods exceeding 91 days

in aggregate during each of the preceding five years and for more than 915 days in the

aggregate during those five preceding years of assessment, in which case that person will be

a resident with effect from the first day of that relevant year of assessment.
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Sale or Retirement of the Notes

 

If a Holder sells or otherwise disposes of a Note that was held as a capital asset, the Holder will

realize a capital gain or loss on the transaction. The capital gain would be equal to the difference

between (1) the amount of cash received for such Note, other than the portion of such amount that

is properly allocable to accrued interest, which will be treated as a payment of interest for South

African income tax purposes to the extent not previously included in income, and (2) the Holder’s

“adjusted tax basis” for such Note at the time of sale. Generally, the Holder’s “adjusted tax basis”

for the Note will be equal to the price paid for the Note, reduced by any amortizable bond premium

deducted with respect to the Note, and increased by any discount with respect to the Note that has

previously been taken into income as interest by the Holder.

 

However, please note that if the Holder of the Note is not a South African tax resident, the

capital gain or loss would not be subject to South African capital gains tax, unless the Notes are

attributable to a permanent establishment of the Holder situated in the Republic of South Africa.

 

Other taxes

 

No stamp, transfer or similar taxes or duties will be payable in South Africa by holders of Notes

in connection with the issue of the Notes, nor will any of these taxes be payable as a consequence

of a subsequent transfer or redemption of the Notes.

 

Luxembourg Taxation

 

The comments below are intended as a basic summary of certain tax consequences in relation

to the purchase, ownership and disposition of Notes under Luxembourg law. Persons who are in any

doubt as to their tax position should consult a professional tax adviser.

 

Withholding Tax

 

Luxembourg non-residents

 

Under Luxembourg tax law currently in effect and subject to the application of the Luxembourg

laws dated June 21, 2005 (the “Laws”) implementing the European Council Directive 2003/48/EC on

the taxation of savings income (the “Savings Directive”) and several agreements concluded

between Luxembourg and certain dependent or associated territories of the European Union (the

“EU”), there is no withholding tax on payments of interest (including accrued but unpaid interest)

made to Luxembourg non-resident holders of Notes. There is also no Luxembourg withholding tax,

subject to the application of the Laws, upon repayment of principal or upon redemption, repurchase

or exchange of the Notes.

 

Under the Savings Directive and several agreements concluded between Luxembourg and

certain EU dependent or associated territories, a Luxembourg based paying agent (within the

meaning of the Savings Directive) is required to withhold tax on interest and other similar income

paid by it to (or under certain circumstances, to the benefit of) an individual resident in another

Member State or in certain EU dependent or associated territories, unless the beneficiary of the

interest payments elects for the procedure of exchange of information or for the tax certificate

procedure. The same regime applies to payments of interest and other similar income made to

certain “residual entities’ within the meaning of Article 4.2 of the Savings Directive established in a

Member State or in certain EU dependent or associated territories (i.e., entities which are not

(i) legal persons (the Finnish and Swedish companies listed in Article 4.5 of the Savings Directive are

not considered as legal persons for this purpose), (ii) whose profits are not taxed under the general

arrangements for the business taxation or (iii) UCITS recognized in accordance with Council

Directive 85/611/EEC or similar collective investment funds located in Jersey, Guernsey, the Isle of

Man, the Turks and Caicos Islands, the Cayman Islands, Montserrat or the British Virgin Islands and

have not opted to be treated as UCITS recognized in accordance with the Council Directive

85/611/EEC).

 

The withholding tax rate is 20% increasing to 35% as from July 1, 2011. The withholding tax

system will only apply during a transitional period, the ending of which depends on the conclusion of

certain agreements relating to information exchange with certain third countries.
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Luxembourg residents

 

A 10% withholding tax (the “10% Luxembourg Withholding Tax”) is levied on interest payments

made by Luxembourg paying agents (defined in the same way as in the Savings Directive) to

Luxembourg individual residents or to certain residual entities that secure interest payments on

behalf of such individuals (unless such entities have opted either to be treated as UCITS recognized

in accordance with the Council Directive 85/611/EC or for the exchange of information regime). Only

interest accrued after July 1, 2005 falls within the scope of this withholding tax. Income (other than

interest) from investment funds and from current accounts provided that the interest rate is not

higher than 0.75% is exempt from the withholding tax. Furthermore, interest which is accrued once

a year on savings accounts (short and long term) and which does not exceed €250 per person and

per paying agent is exempt from the withholding tax.

 

Income Taxation on Principal, Interest, Gains on Sales or Redemption

 

Luxembourg non-residents

 

Holders of Notes who are non-residents of Luxembourg and who have neither a permanent

establishment, a permanent representative, nor a fixed base of business in Luxembourg with which

the holding of the Notes is connected, will not be subject to taxes (income taxes and net wealth tax)

or duties in Luxembourg with respect to payments of principal or interest (including accrued but

unpaid interest), payments received upon redemption, repurchase or exchange of Notes or capital

gains realized upon disposal or repayment of the Notes.

 

Luxembourg residents

 

Holders of Notes will not be deemed to be resident, domiciled or carrying on business in

Luxembourg solely by reason of holding, execution, performance, delivery, exchange and/or

enforcement of the Notes.

 

Pursuant to the Luxembourg law of 23 December 2005 as amended by the law of 17 July 2008,

Luxembourg resident individuals, acting in the course of their private wealth, can opt to self-declare

and pay a 10% tax (the “10% Tax”) on interest payments made after 31 December 2007 by paying

agents (defined in the same way as in the Savings Directive) located in an EU Member State other

than Luxembourg, a Member State of the European Economic Area or in a State or territory which

has concluded an international agreement directly related to the Savings Directive. The 10%

Luxembourg Withholding Tax (see above section “Withholding tax — Luxembourg residents”) or the

10% Tax represents the final tax liability for the Luxembourg individual resident taxpayers receiving

the payment in the course of their private wealth. Individual Luxembourg resident holders of Notes

receiving the interest as business income must include interest income in their taxable basis; the

10% Luxembourg Withholding Tax levied will then be credited against their final income tax liability.

 

Corporate holders of Notes who are tax resident in Luxembourg, or corporate holders of Notes

who have a permanent establishment in Luxembourg with which the holding of the Notes is

connected, must for income tax purposes include any interest receivable in their taxable income as

well as the difference between the sale or redemption price (including accrued but unpaid interest)

and the lower of the cost or book value of the Notes sold or redeemed and will be subject to net

wealth tax. They will not be liable for any Luxembourg income tax on repayment of principal.

 

Luxembourg resident individual holders of Notes are not subject to taxation on capital gains

upon the disposition of the Notes, unless the disposition of the Notes precedes the acquisition of the

Notes or the Notes are disposed of within six months of the date of acquisition of these Notes. Upon

a redemption, repurchase or exchange of the Notes, accrued but unpaid interest will be subject to

the 10% Withholding Tax or to the 10% Tax if the Luxembourg resident individuals opt for the 10%

Tax. Individual Luxembourg resident holders of Notes receiving the interest as business income must

however include the portion of the redemption price corresponding to accrued but unpaid interest in

their taxable income. The 10% Luxembourg Withholding Tax levied will be credited against their final

income tax liability.

 

Luxembourg resident corporate holders of Notes which are companies benefiting from a special

tax regime (such as holding companies subject to the Law of 11 May 2007 on family estate

management companies and undertakings for collective investment subject to the law of

December 20, 2002 or February 13, 2007) are tax
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exempt entities in Luxembourg, and are thus not subject to any Luxembourg tax (i.e., corporate

income tax, municipal business tax and net wealth tax).

 

Other taxes

 

No stamp, value, issue, registration, transfer or similar taxes or duties will be payable in

Luxembourg by holders of Notes in connection with the issue of the Notes, nor will any of these

taxes be payable as a consequence of a subsequent transfer or redemption of the Notes.

 

There is no Luxembourg value added tax payable in respect of payments in consideration for the

issuance of the Notes or in respect of the payment of interest or principal under the Notes or the

transfer of the Notes. Luxembourg value added tax may, however, be payable in respect of fees

charged for certain services rendered to South Africa, if for Luxembourg value added tax purposes

such services are rendered or are deemed to be rendered in Luxembourg and an exemption from

Luxembourg value added tax does not apply with respect to such services.

 

Holders of Notes not permanently resident in Luxembourg at the time of death will not be

subject to inheritance or other similar taxes in Luxembourg in respect of the Notes.

 

United States Taxation

 

The following is a summary of certain material U.S. federal income tax consequences of the

acquisition, ownership and disposition of Notes. This summary deals only with initial purchasers of

Notes at the issue price that will hold the Notes as capital assets. The discussion does not cover all

aspects of U.S. federal income taxation that may be relevant to, or the actual tax effect that any of

the matters described herein will have on, the acquisition, ownership or disposition of Notes by

particular investors, and does not address state, local, foreign or other tax laws. This summary also

does not discuss all of the tax considerations that may be relevant to certain types of investors

subject to special treatment under the U.S. federal income tax laws (such as financial institutions,

insurance companies, investors liable for the alternative minimum tax, individual retirement

accounts and other tax-deferred accounts, tax-exempt organizations, dealers in securities or

currencies, investors that will hold the Notes as part of straddles, hedging transactions or conversion

transactions for U.S. federal income tax purposes or investors whose functional currency is not the

U.S. dollar).

 

As used herein, the term “U.S. Holder” means a beneficial owner of Notes that is, for

U.S. federal income tax purposes, (i) an individual citizen or resident of the United States, (ii) a

corporation created or organized under the laws of the United States or any State thereof, (iii) an

estate the income of which is subject to U.S. federal income tax without regard to its source or (iv) a

trust if a court within the United States is able to exercise primary supervision over the

administration of the trust and one or more U.S. persons have the authority to control all substantial

decisions of the trust, or the trust has elected to be treated as a domestic trust for U.S. federal

income tax purposes. The term “Non-U.S. Holder” means a beneficial owner of Notes that is, for

United States federal income tax purposes, (i) a non-resident alien individual, (ii) a corporation not

created or organized under the laws of the United States or any State thereof, (iii) a foreign estate or

trust, or (iv) a partnership all of whose partners are Non-U.S. Holders.

 

The U.S. federal income tax treatment of a partner in a partnership that holds Notes will depend

on the status of the partner and the activities of the partnership. Prospective purchasers that are

partnerships should consult their tax advisers concerning the U.S. federal income tax consequences

to their partners of the acquisition, ownership and disposition of Notes by the partnership.

 

The summary is based on the tax laws of the United States, including the Internal Revenue Code

of 1986, as amended, its legislative history, existing and proposed regulations thereunder, published

rulings and court decisions, all as of the date hereof and all subject to change at any time, possibly

with retroactive effect.

 

U.S. Holders

 

Payments of Interest

 

Interest on a Note will be taxable to a U.S. Holder as ordinary income at the time it is received or

accrued, depending on the holder’s method of accounting for tax purposes. Interest paid on the

Notes constitutes income
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from sources outside the United States. Prospective purchasers should consult their tax advisers

concerning the applicability of the foreign tax credit and source of income rules to income

attributable to the Notes.

 

Sale and Retirement of the Notes

 

A U.S. Holder will generally recognize gain or loss on the sale or retirement of a Note equal to

the difference between the amount realized on the sale or retirement and the tax basis of the Note.

A U.S. Holder’s tax basis in a Note will generally be its U.S. dollar cost, reduced by any amortized

premium (as discussed below). The amount realized does not include the amount attributable to

accrued but unpaid interest, which will be taxable as interest income to the extent not previously

included in income. Gain or loss recognized by a U.S. Holder on the sale or retirement of a Note will

be capital gain or loss and will be long-term capital gain or loss if the Note was held by the

U.S. Holder for more than one year. Gain or loss realized by a U.S. Holder on the sale or retirement

of a Note generally will be U.S. source.

 

Notes Purchased at a Premium

 

A U.S. Holder that purchases a Note for an amount in excess of its principal amount may elect to

treat the excess as “amortizable bond premium,” in which case the amount of interest on the Note

required to be included in the U.S. Holder’s income each year will be reduced by the amount of

amortizable bond premium allocable (based on the Note’s yield to maturity) to that year. The

amount of amortizable bond premium for each taxable year is the sum of the daily portions of bond

premium with respect to the Note for each day during the taxable year or portion of the taxable year

on which the U.S. Holder holds the Note. The daily portion is determined by allocating to each day in

any “accrual period” a pro rata portion of the bond premium allocable to that accrual period. Accrual

periods with respect to a Note may be of any length selected by the U.S. Holder and may vary in

length over the term of the Note as long as (i) no accrual period is longer than one year; and

(ii) each scheduled payment of interest or principal on the Note occurs on either the final or first day

of an accrual period. The amount of bond premium allocable to an accrual period equals the excess

of (a) the sum of the payments of interest on the Note allocable to the accrual period over (b) the

product of the Note’s adjusted acquisition price at the beginning of the accrual period and the

Note’s yield to maturity (determined on the basis of compounding at the close of each accrual

period and properly adjusted for the length of the accrual period). The “adjusted acquisition price”

of a Note at the beginning of any accrual period is the U.S. Holder’s purchase price for the Note,

decreased by the amount of bond premium for each prior accrual period. Any election to amortize

bond premium applies to all bonds (other than bonds the interest on which is excludible from gross

income for U.S. federal income tax purposes) held by the U.S. Holder at the beginning of the first

taxable year to which the election applies or thereafter acquired by the U.S. Holder, and is

irrevocable without the consent of the U.S. Internal Revenue Service.

 

Backup Withholding and Information Reporting

 

Payments of principal and interest on, and the proceeds of sale or other disposition of Notes by

a U.S. paying agent or other U.S. intermediary will be reported to the IRS and to the U.S. Holder as

may be required under applicable regulations. Backup withholding may apply to these payments if

the U.S. Holder fails to provide an accurate taxpayer identification number or certification of exempt

status or fails to report all interest and dividends required to be shown on its U.S. federal income tax

returns. Certain U.S. Holders are not subject to backup withholding. U.S. Holders should consult their

tax advisers as to their qualification for exemption from backup withholding and the procedure for

obtaining an exemption.

 

Non-U.S. Holders

 

Under United States federal income tax law as currently in effect, a Non-U.S. Holder will not be

subject to United States federal income taxes, including withholding taxes, on payments of interest

on the Notes, unless the interest income is effectively connected with the conduct of a trade or

business within the United States. Further, any gain realized on any sale or exchange of the Notes

by a Non-U.S. Holder will not be subject to United States federal income tax, including withholding

tax, unless (i) the gain is effectively connected with the conduct by the holder of a trade or business

in the United States or (ii) in the case of gain realized by an individual holder, the holder is present

in the United States for 183 days or more in the taxable year of the sale, and either (A) the gain or

income
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is attributable to an office or other fixed place of business maintained in the United States by the

holder or (B) the holder has a tax home in the United States.

 

The fiscal agent will be required to file information returns with the IRS with respect to payments

made to certain United States persons on the Notes. In addition, certain United States persons may

be subject to United States backup withholding tax in respect of such payments if they do not

provide their taxpayer identification numbers to the fiscal agent, and may also be subject to

information reporting and backup withholding requirements with respect to proceeds from a sale of

the Notes. Non-U.S. Holders may be required to comply with applicable certification procedures to

establish that they are not United States persons in order to avoid the application of these

information reporting requirements and backup withholding tax.

 

A Note held by an individual holder who at the time of death is a nonresident alien will not be

subject to United States federal estate tax.
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UNDERWRITING

 

Subject to the terms and conditions set forth in a Pricing Agreement, dated March 1, 2011,

South Africa has agreed to sell to each of the Underwriters named below, and each of the

Underwriters has severally and not jointly agreed to purchase, the principal amount of the Notes set

forth opposite its name below. Under the terms and conditions of the Pricing Agreement, the

Underwriters are committed to take and pay for all of the Notes, if any are taken.

 
        

    Principal  

Underwriters   Amount of Notes  
 

Citigroup Global Markets Inc.    US$337,500,000  

Deutsche Bank Securities Inc.    US$337,500,000  

Rand Merchant Bank   US$ 75,000,000  
         

Total   US$750,000,000  
         

 

The Notes are offered for sale in those jurisdictions in the United States of America and Europe

where it is legal to make such offers.

 

The Underwriters propose to offer the Notes initially at the public offering price on the cover

page of this Prospectus Supplement and may offer the Notes to securities dealers at that price less a

selling concession of 0.15% of the principal amount of the Notes. After the initial public offering of

the Notes, the Underwriters may change the public offering price and concession and discount to

broker/dealers.

 

Each of the Underwriters has agreed that it has not offered, sold or delivered, and it will not

offer, sell or deliver any of the Notes, directly or indirectly, or distribute this Prospectus Supplement

or the Prospectus or any other offering material relating to the Notes, in or from any jurisdiction

outside the United States except under circumstances that will to the best knowledge and belief of

such Underwriter result in compliance with the applicable laws and regulations thereof and that will

not impose any obligations on South Africa except as set forth in the Pricing Agreement.

 

Rand Merchant Bank is not a broker-dealer registered with the SEC and therefore may not make

sales of any securities in the United States or to U.S. persons except in compliance with applicable

U.S. laws and regulations. To the extent that Rand Merchant Bank intends to effect any sales of the

Notes in the United States, Rand Merchant Bank will do so only through its selling agent or one or

more U.S. registered broker-dealers or otherwise as permitted by applicable U.S. law.

 

The Underwriters acknowledge that the Notes constitute controlled securities as defined in the

South African Exchange Control Regulations, 1961 promulgated pursuant to the South African

Currency and Exchanges Act, 1933 (the “Exchange Control Regulations”), and as such may not be

acquired by any person who is a resident of South Africa (as defined in the Exchange Control

Regulations) except in accordance with the Exchange Control Regulations and the directives or

authorities issued or granted by the Financial Surveillance Department of the South African Reserve

Bank in respect of the Exchange Control Regulations from time to time.

 

The Notes are being offered for sale in jurisdictions in the United States and outside the United

States where it is legal to make such offers. The Underwriters have agreed that they will not offer or

sell the Notes, or distribute or publish any document or information relating to the Notes, in any

jurisdiction without complying with the applicable laws and regulations of that jurisdiction. See

“Jurisdictional Restrictions”. In particular, offers and sales of the Notes in the United States will be

effected only by or through U.S. registered broker-dealers.

 

In connection with the issue of the Notes, the Underwriters or any person acting for the

Underwriters may over-allot or (provided that the aggregate principal amount of Notes allotted does

not exceed 105 per cent. of the aggregate principal amount of the Notes) effect transactions with a

view to supporting the market price of the Notes at a level higher than that which might otherwise

prevail. However there is no assurance that the Underwriters (or any person acting on behalf of the

Underwriters) will undertake such stabilizing action. Any stabilizing action may begin on or after the

date on which adequate public disclosure of the terms of the offer of the Notes is made and, if

begun, may be ended at any time, but it must end at no later than the earlier of 30 days after the

issue of the Notes and 60 days after the date of allotment of the Notes.
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South Africa has agreed to indemnify the Underwriters against certain liabilities, including

liabilities under the U.S. Securities Act of 1933, as amended, or to contribute to payments the

Underwriters may be required to make because of any of those liabilities.

 

Certain of the Underwriters from time to time have performed various investment and

commercial banking and advisory services for South Africa for which they have received customary

fees and expenses. The Underwriters may engage in transactions with and perform services for

South Africa in the ordinary course of their business.

 

South Africa estimates that its total expenses for this offering, excluding fees and commissions,

will be approximately US$250,000, including registration fees previously paid. South Africa

estimates that its total expenses for this offering, including fees and commissions will be

approximately US$1,375,000.
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JURISDICTIONAL RESTRICTIONS

 

The distribution of the offering materials and the transactions contemplated by the offering

materials may be restricted by law in certain jurisdictions. Persons into whose possession the

offering materials come are required by the Republic to inform themselves of and to observe any of

these restrictions.

 

The offering materials do not constitute, and may not be used in connection with, an offer or

solicitation by anyone in any jurisdiction in which an offer or solicitation is not authorized or in which

the person making an offer or solicitation is not qualified to do so or to any person to whom it is

unlawful to make an offer or solicitation.

 

In any jurisdiction in which the offering is required to be made by a licensed broker or dealer and

in which an Underwriter, or any affiliate of an Underwriter is so licensed, it shall be deemed to be

made by such Underwriter or such affiliate on behalf of the Republic.

 

EEA States

 

In relation to each Member State of the European Economic Area which has implemented the

Prospectus Directive (each, a “Relevant Member State”), each Underwriter has represented and

agreed, and each further Underwriter appointed under the Shelf Registration will be required to

represent and agree, that with effect from and including the date on which the Prospectus Directive

is implemented in that Relevant Member State (the “Relevant Implementation Date”) it has not

made and will not make an offer of Notes which are the subject of the offering contemplated by this

Prospectus Supplement as completed by the final terms in relation thereto to the public in that

Relevant Member State except that it may, with effect from and including the Relevant

Implementation Date, make an offer of such Notes to the public in that Relevant Member State:

 

(a) if the final terms in relation to the Notes specify that an offer of those Notes may be

made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member

State (a “Non-Exempt Offer”), following the date of publication of a prospectus in relation to

such Notes which has been approved by the competent authority in that Relevant Member State

or, where appropriate, approved in another Relevant Member State and notified to the

competent authority in that Relevant Member State, provided that any such prospectus has

subsequently been completed by the final terms contemplating such Non-Exempt Offer, in

accordance with the Prospectus Directive, in the period beginning and ending on the dates

specified in such prospectus or final terms, as applicable and the Issuer has consented in writing

to its use for the purpose of that Non-exempt Offer;

 

(b) until the implementation of the PD Amending Directive in the Relevant Member State, at

any time to legal entities which are authorised or regulated to operate in the financial markets

or, if not so authorised or regulated, whose corporate purpose is solely to invest in securities;

 

(c) until the implementation of the PD Amending Directive in the Relevant Member State, at

any time to any legal entity which has two or more of (1) an average of at least 250 employees

during the last financial year; (2) a total balance sheet of more than EUR 43,000,000 and (3) an

annual net turnover of more than EUR 50,000,000, as shown in its last annual or consolidated

accounts and after the implementation of the PD Amending Directive in the Relevant Member

State, at any time to any legal entity which is a qualified investor as defined in the Prospectus

Directive;

 

(d) until the implementation of the PD Amending Directive in the Relevant Member State, at

any time to fewer than 100 natural or legal persons (other than qualified investors as defined in

the Prospectus Directive) and after the implementation of the PD Amending Directive in the

Relevant Member State, at any time to fewer than 150 natural or legal persons (other than

qualified investors as defined in the Prospectus Directive) subject to obtaining the prior consent

of the relevant Dealer or Dealers nominated by the Issuer for any such offer; or

 

(e) at any time in any other circumstances falling within Article 3(2) of the Prospectus

Directive,

 

provided that no such offer of Notes referred to in (b) to (e) above shall require the Issuer or any

Underwriters to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement

a prospectus pursuant to Article 16 of the Prospectus Directive.

S-33



Table of Contents

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to

any Notes in any Relevant Member State means the communication in any form and by any means

of sufficient information on the terms of the offer and the Notes to be offered so as to enable an

investor to decide to purchase or subscribe the Notes, as the same may be varied in that Relevant

Member State by any measure implementing the Prospectus Directive in that Relevant Member

State and the expression “Prospectus Directive” means Directive 2003/71/EC (and amendments

thereto, including the 2010 PD Amending Directive) and includes any relevant implementing

measure in each Relevant Member State.

 

France

 

Each of the Underwriters has represented and agreed that it has not offered or sold and will not

offer or sell, directly or indirectly, any of the Notes to the public in France and it has not distributed

or caused to be distributed and will not distribute or cause to be distributed to the public in France,

the Prospectus and this Prospectus Supplement or any other offering material relating to the Notes

and such offers, sales and distributions have been and will be made in France only to (a) persons

providing investment services relating to portfolio management for the account of third parties

(personnes fournissant le service d’investissement de gestion de portefeuille pour compte de tiers),

and/or (b) qualified investors (investisseurs qualifiés), as defined in, and in accordance with,

Articles L.411-1, L.411-2 and D.411-1 to D.411-3 of the French Code monétaire et financier.

 

Germany

 

Each of the Underwriters has represented and agreed that it has not offered or sold and that it

will not offer or sell the Notes in the Federal Republic of Germany other than in accordance with the

German Securities Prospectus Act (Wertpapierprospektgesetz) and any other applicable laws in the

Federal Republic of Germany governing the issue, sale and offering of securities.

 

Guernsey

 

The Notes may not be offered, sold, transferred or delivered in the Bailiwick or Guernsey as part

of their initial distribution or at any time thereafter, directly or indirectly, to the public (meaning any

person not regulated under any of Guernsey’s financial services regulatory laws, including the

Protection of Investors (Bailiwick of Guernsey) Law, 1987; the Insurance Business (Bailiwick of

Guernsey) Law, 2002; the Banking Supervision (Bailiwick of Guernsey) Law, 1994 or the Regulation

of Fiduciaries, Administration Businesses and Company Directors, etc (Bailiwick of Guernsey) Law,

2000.

 

Hong Kong

 

Each of the Underwriters has represented and agreed that it has not issued or had in its

possession for the purposes of issue, and will not issue or have in its possession for the purposes of

issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the

Notes, which is directed at, or the contents of which are likely to be accessed or read by, the public

of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with

respect to the Notes which are or are intended to be disposed of only to persons outside Hong Kong

or only to “professional investors” as defined in the Securities and Futures Ordinance of Hong Kong

and any rules made under that Ordinance.

 

Italy

 

The offering of the Notes has not been registered with the Commissione Nazionale per le Società

e la Borsa (“CONSOB”) pursuant to Italian securities legislation and, accordingly, each Underwriter

has represented and agreed that it has not offered, sold or distributed, and will not offer, sell or

distribute any Notes or any copy of the Prospectus or this Prospectus Supplement or any other offer

document in the Republic of Italy (“Italy”) except:

 

(a) to qualified investors (investitori qualificati), as defined pursuant to Article 100 of

Legislative Decree no. 58 of 24 February 1998, as amended (the “Consolidated Financial

Services Act”) and Article 34-ter, paragraph 1, letter (b) of CONSOB Regulation No. 11971 of

14 May 1999, as amended (“Regulation 11971”); or
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(b) in any other circumstances where an express exemption from compliance with the

restrictions on offers to the public applies, as provided under Article 100 of the Consolidated

Financial Services Act and Article 34-ter of Regulation 11971.

 

Moreover, and subject to the foregoing, any offer, sale or delivery of the Notes or distribution of

copies of the Prospectus or this Prospectus Supplement or any other document relating to the Notes

in Italy under (a) or (b) above must be:

 

(i) made by an investment firm, bank or financial intermediary permitted to conduct such

activities in Italy in accordance with the Consolidated Financial Services Act, Legislative Decree

No. 385 of 1 September 1993, as amended (the “Banking Act”), CONSOB Regulation No. 16190

of 29 October 2007, as amended;

 

(ii) to the extent applicable, in compliance with Article 129 of the Banking Act and the

implementing guidelines, pursuant to which the Bank of Italy may request post-offering

information on the offering or issue of securities in Italy; and

 

(iii) in compliance with any securities, tax, exchange control and any other applicable laws

and regulations, including any limitation or requirement which may be imposed from time to

time, inter alia, by CONSOB or the Bank of Italy.

 

This Prospectus Supplement and the information contained herein are intended only for the use

of its recipient and are not to be distributed to any third-party resident or located in Italy for any

reason.

 

Singapore

 

Each Underwriter has acknowledged that this Prospectus Supplement has not been registered as

a prospectus with the Monetary Authority of Singapore. Accordingly, each Underwriter has

represented and agreed that it has not offered or sold any Notes or caused such Notes to be made

the subject of an invitation for subscription or purchase and will not offer or sell such Notes or cause

such Notes to be made the subject of an invitation for subscription or purchase, and has not

circulated or distributed, nor will it circulate or distribute, this Prospectus Supplement or any other

document or material in connection with the offer or sale, or invitation for subscription or purchase,

of such Notes, whether directly or indirectly, to persons in Singapore other than (i) to an institutional

investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”),

(ii) to a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and

in accordance with the conditions specified in Section 275, of the SFA or (iii) otherwise pursuant to,

and in accordance with the conditions of, any other applicable provision of the SFA.

 

Note:

 

Where Notes are subscribed or purchased under Section 275 by a relevant person which is:

 

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)),

the sole business of which is to hold investments and the entire share capital of which is owned

by one or more individuals, each of whom is an accredited investor; or

 

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold

investments and each beneficiary of the trust is an individual who is an accredited investor,

 

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights

and interest (howsoever described) in that trust shall not be transferred within 6 months after that

corporation or that trust has acquired the Notes pursuant to an offer made under Section 275

except:

 

(i) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or

to any person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the

SFA;

 

(ii) where no consideration is or will be given for the transfer;

 

(iii) where the transfer is by operation of law; or

 

(iv) as specified in Section 276(7) of the SPA.
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Republic of South Africa

 

In terms of the South African Exchange Control Regulations, 1961 promulgated pursuant to the

South African Currency and Exchanges Act, 1933 (the “Exchange Control Regulations”), South

African residents (as defined in the Exchange Control Regulations) are subject to the Exchange

Controls Regulations and are obliged, in connection with any subscription for or purchase of Notes,

to comply with the applicable provisions of the Exchange Control Regulations.

 

United Kingdom

 

Each of the Underwriters has represented and agreed that it has complied and will comply with

all applicable provisions of the FSMA with respect to anything done by it in relation to any Notes in,

from or otherwise involving the United Kingdom.

 

Purchasers may be required to pay stamp taxes and other charges in accordance with the laws

and practices of the country of purchase in addition to the issue price set forth above.
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LEGAL MATTERS

 

Certain legal matters will be passed upon for the Republic by the Chief Law Adviser of the

Republic of South Africa. The validity of the Notes will be passed upon for the Underwriters by

Linklaters LLP, counsel to the Underwriters. All statements in this Prospectus Supplement with

respect to matters of South African law have been passed upon for the Republic by the Chief State

Law Adviser, and for the Underwriters by Deneys Reitz Inc. In rendering their opinions, Linklaters LLP

will rely as to all matters of South African law upon Deneys Reitz Inc.

S-37



Table of Contents

 

GENERAL INFORMATION

 

The Notes have been accepted for clearance and settlement through DTC, Euroclear and

Clearstream Banking Luxembourg (CUSIP number 836205AP9, ISIN number US836205AP92,

Common Code 060225354). The address of DTC is 55 Water Street, New York, NY 10041-0099,

United States of America. The address of Euroclear is Boulevard du Roi Albert II, B — 1210 Brussels.

The address of Clearstream Banking Luxembourg is 42 Avenue JF Kennedy L-1855 Luxembourg.

 

The issue and sale of the Notes have been authorized by the Minister of Finance of the Republic

of South Africa by virtue of a certificate of authorization pursuant to the authority conferred upon

him by Sections 66(2)(a), 71 and 72 of the Public Finance Management Act, No. 1 of 1999 (as

amended by the Public Finance Management Amendment Act, No. 29 of 1999), of the Republic of

South Africa. Information included in this Prospectus Supplement that is identified as being derived

from a publication of, or supplied by, the South African government or one of its agencies or

instrumentalities is included herein on the authority of such publication as a public official document

of the South African government.

 

Save as disclosed herein, in the Prospectus, Annual Report and Amendment No. 1 to the Annual

Report, since March 31, 2009 there has been no significant change to South Africa’s tax and

budgetary systems, gross public debt, foreign trade and balance of payment figures, foreign

exchange reserves, financial position or income and expenditure figures which is material in the

context of the issue of the Notes.

 

Save as disclosed herein, in the Prospectus, Annual Report and Amendment No. 1 to the Annual

Report, South Africa is not involved in any litigation, arbitration or administrative proceedings which

are material in the context of the issue of the Notes nor, so far as South Africa is aware, are any

such litigation, arbitration or administrative proceedings involving it pending or threatened.

 

Save as disclosed herein, there have been no governmental, legal or arbitration proceedings

(including any such proceedings which are pending or threatened of which South Africa is aware)

during the 12 months preceding the date of this Prospectus Supplement which may have or have

had in the recent past significant effects, in the context of the issue of the Notes, or South Africa and

its financial position.

 

South Africa has appointed Deutsche Bank Luxembourg S.A. as the Luxembourg Listing Agent,

as the intermediary between South Africa and the holders of the Notes and as the Luxembourg

Transfer and Paying Agent, and, for so long as the Notes are listed on the Luxembourg Stock

Exchange so long as the rules of the Luxembourg Stock Exchange so require, South Africa will

maintain a listing agent, transfer agent and paying agent in Luxembourg. In the event of an

issuance of definitive certificates, Deutsche Bank Luxembourg S.A., as Luxembourg Transfer and

Paying Agent, will make payments of principal and interest and register transfers in the manner

described in the section entitled “Description of Notes — Definitive Notes” in this Prospectus

Supplement.

 

Copies of the following documents will be available for inspection during usual business hours at

the specified office of the Luxembourg Listing Agent: (a) the Amended and Restated Fiscal Agency

Agreement (which will contain the form of the Global Notes) and (b) the authorization of the Minister

of Finance of the Republic of South Africa pursuant to the Public Finance Management Act, No. 1 of

1999 (as amended by the Public Finance Management Amendment Act, No. 29 of 1999), authorizing

the issue and sale of the Notes. In addition, copies of the Annual Report, Amendment No. 1 to the

Annual Report and copies of the Republic’s National Budgets will be available in English, free of

charge, at the specified office of the Luxembourg Listing Agent for so long as the Notes are

outstanding or listed on the Luxembourg Stock Exchange. The Listing Prospectus Supplement and

the documents incorporated by reference hereto will be available to view on the website of the

Luxembourg Stock Exchange (http://www.bourse.lu) once the Notes have been listed and admitted

to trading.

 

South African counsel has advised that under laws and regulations relating to sovereign

immunity in force at the date hereof, the irrevocable submission of South Africa pursuant to the

Pricing Agreement and the Amended and Restated Fiscal Agency Agreement to the jurisdiction of

any State or Federal court in The City of New York and the waivers by South Africa of any objection

to the venue of a proceeding in any such court and of any immunity to jurisdiction to which it may

otherwise be entitled or to any right to which it may be entitled based upon place of residence or

domicile, are legal, valid and binding. Any judgment obtained in any State or Federal court in The

City of New York arising out of or in relation to the obligations of South Africa under the Pricing

Agreement and the
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Amended and Restated Fiscal Agency Agreement will be enforceable against South Africa in the

courts of the Republic of South Africa without re-examination of the merits. Notwithstanding the

foregoing, under the State Liability Act 20 of 1957 (the “State Liability Act”), no execution,

attachment or like process shall be issued against South Africa or any property of South Africa. The

State Liability Act requires that the amount, if any, which may be required to satisfy any judgment or

order given or made against South Africa may be paid out of the National Revenue Fund.

Accordingly, holders of Notes will only be entitled to enforce a judgment against South Africa or its

property in South Africa by claiming against the National Revenue Fund.

 

The Auditor General of South Africa serves as the external auditor of all national and provincial

state departments and municipalities, subject only to the Constitution and the laws of South Africa.

The Auditor General submits audit reports on the accounts, financial statements, financial

management and the consolidated financial statements of all national and provincial state

departments and municipalities to any legislature that has a direct interest in the audit.
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DOCUMENTS INCORPORATED BY REFERENCE

 

The table below sets out the page references containing the information incorporated by

reference, as required by Article 11 of Directive 2003/7 I/EC, from (i) the Annual Report on Form 18-K

for the Republic (for the purposes of this section, the “Issuer”) for the fiscal year ended March 31,

2010 filed with the Commission on December 9, 2010 and provided to the Luxembourg Stock

Exchange, which contains the economic, financial and statistical information for fiscal years ended

March 31, 2009, March 31, 2008, March 31, 2007, March 31, 2006 and March 31, 2005, and the six

month period ended June 30, 2010, and (ii) the Amendment to the Annual Report on Form 18-K/A,

filed with the Commission on March 1, 2011 and provided to the Luxembourg Stock Exchange

(“Amendment No. 1”).

 

For purposes of Commission Regulation (EC) No. 809/2004, any information not listed in the

table below but included in the documents incorporated by reference is given for information

purposes only.

 
     

EC No. 809/2004 Item   Annual Report on Form 18-K for 2010 and Amendment No. 1 to the Annual Report
 

Annex XVI, 3.1: Issuer’s position

within the governmental framework

 

“Republic of South Africa — Government and Political Parties” on pages

6 to 11 of Exhibit 99.D (Description of the Republic of South Africa) to

the Annual Report

     

     

Annex XVI, 3.2: Geographic location

and legal form of the issuer  

“Republic of South Africa — Area and Population” on page 6 of Exhibit

99.D (Description of the Republic of South Africa) to the Annual Report

     

     

Annex XVI, 3.4(a): Structure of the

issuer’s economy  

“The South African Economy” on pages 28 to 63 of Exhibit 99.D

(Description of the Republic of South Africa) to the Annual Report

     

     

Annex XVI, 3.4(b): Gross domestic

product

 

“Summary Information — The Economy” on page 1 and 2 of Exhibit

99.D (Description of the Republic of South Africa) to the Annual Report;

“Republic of South Africa — 2011 Budget Review — Economic Policy and

Outlook” on pages 15 to 37 of Exhibit 99.F (Budget Review) to

Amendment No. 1; “Quarterly Economic Review — Domestic economic

developments — Domestic output” on pages 4 to 5 of Exhibit 99.E

(December Quarterly Bulletin) to Amendment No. 1

     

     

Annex XVI, 3.5 South Africa’s political

system and government

 

“Republic of South Africa — Government and Political Parties” on pages

6 to 11 of Exhibit 99.D (Description of the Republic of South Africa) to

the Annual Report

     

     

Annex XVI, 4(a): Tax and budgetary

systems of the issuer  

“Public Finance — The Budget Process” on pages 96 to 97 of Exhibit

99.D (Description of the Republic of South Africa) to the Annual Report

     

     

Annex XVI, 4(b) Gross public debt of

the issuer

 

“Tables and Supplementary Information” on pages 123 to 131 of Exhibit

99.D (Description of the Republic of South Africa) to the Annual Report;

“Republic of South Africa — 2011 Budget Review — Asset and liability

management” on pages 79 to 98 of Exhibit 99.F (Budget Review) to

Amendment No. 1; and “Quarterly Economic Review — Public finance”

on pages 54 to 64 of Exhibit 99.E (December Quarterly Bulletin) to

Amendment No. 1

     

     

Annex XVI,4(c) Foreign Trade balance

and balance of payments

 

“The External Sector of the Economy — Foreign Trade” on pages 82 to

86 of Exhibit 99.D (Description of the Republic of South Africa) to the

Annual Report; “Republic of South Africa — 2011 Budget

Review — Economic policy and outlook — Balance of payments” on

pages 23 to 26 of Exhibit 99.F (Budget Review) to Amendment No. 1;

“Quarterly Economic Review — Foreign trade and payments” on pages

22 to 36 and “Quarterly Economic Review — Foreign trade and

payments — International economic developments” on pages 22 to 24

of Exhibit 99.E (December Quarterly Bulletin) to Amendment No. 1

     

     

Annex XVI, 4(d) Foreign exchange

reserves

 

“The External Sector of the Economy — Reserves and Exchange Rates”

on page 91 of Exhibit 99.D (Description of the Republic of South Africa)

to the Annual Report; “Quarterly Economic Review — Foreign trade and

payments — International economic developments” on pages 22 to 24

of Exhibit 99. E (December Quarterly Bulletin) to Amendment No. 1
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EC No. 809/2004 Item   Annual Report on Form 18-K for 2010 and Amendment No. 1 to the Annual Report
 

Annex XVI, 4(e): Financial position

and resources

 

“National Government Debt — Total Debt of the National Government”

on page 119 of Exhibit 99.D (Description of the Republic of South Africa)

to the Annual Report; “Republic of South Africa — 2011 Budget

Review — Overview of the 2011 Budget” on pages 15 to 20 of Exhibit

99.F (Budget Review) to Amendment No. 1; “Quarterly Economic

Review — Domestic economic developments” on pages 4 to 21 and

“Quarterly Economic Review — Foreign trade and payments” on pages

22 to 36 of Exhibit 99.E (December Quarterly Bulletin) to Amendment

No. 1

     

     

Annex XVI, 4(f): Income and

expenditure figures

 

“Public Finance — Consolidated Government Revenue” on page 108 of

Exhibit 99.D (Description of the Republic of South Africa) to the Annual

Report; “Republic of South Africa — 2011 Budget Review — Overview of

the 2011 Budget” on pages 15 to 20 of Exhibit 99.F (Budget Review) to

Amendment No. 1; “Quarterly Economic Review — Domestic economic

developments” on pages 4 to 21 and “Quarterly Economic

Review — Foreign trade and payments” on pages 22 to 36 of Exhibit

99.E (December Quarterly Bulletin) to Amendment No. 1
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PROSPECTUS

 

 

Republic of South Africa

Debt Securities

and/or

Warrants to Purchase Debt Securities

 

By this prospectus, the Republic of South Africa may offer debt securities and/or warrants to

purchase debt securities with a maximum aggregate principal amount of up to US$7,000,000,000

(or the equivalent in other currencies or composite currencies).

 

The Republic of South Africa may offer from time to time as separate issues one or more series

of unsecured debt securities or warrants to purchase debt securities which will rank equally with its

present and future unsecured and unsubordinated general obligations for moneys borrowed. The

Republic of South Africa may offer debt securities in exchange for other debt securities or that are

convertible into new debt securities.

 

The Republic of South Africa will provide specific terms of these securities in supplements to this

prospectus. You should read this prospectus, any prospectus supplement and the documents

incorporated by reference into this prospectus, or into any prospectus supplement carefully before

you make any decision to invest in the debt securities or warrants to purchase debt securities. This

prospectus may not be used to make offers or sales of debt securities or warrants to purchase debt

securities unless accompanied by a prospectus supplement.

 

Neither the Securities and Exchange Commission nor any state securities commission

has approved or disapproved of these securities or determined if this prospectus is

truthful or complete. Any representation to the contrary is a criminal offense.

 

The date of this Prospectus is December 18, 2009.
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ABOUT THIS PROSPECTUS

 

This prospectus is part of a registration statement that the Republic of South Africa filed with the

Securities and Exchange Commission under a “shelf” registration process. Under this shelf process

the Republic of South Africa may sell, from time to time, any of the debt securities or warrants

described in this prospectus in one or more offerings up to a total U.S. dollar equivalent amount of

$7,000,000,000. This prospectus provides you with a general description of the debt securities and

warrants the Republic of South Africa may offer under this shelf process. Each time the Republic of

South Africa sells securities under this shelf process, it will provide a prospectus supplement that will

contain updated information about the Republic of South Africa, if necessary, and specific

information about the terms of that offering.

 

Any information contained in this prospectus may be updated or changed in a prospectus

supplement, in which case the more recent information will apply. You should rely only on the

information contained or incorporated by reference in this prospectus and any prospectus

supplement.

 

FORWARD-LOOKING STATEMENTS

 

This prospectus, any prospectus supplement and the documents incorporated by reference in

this prospectus and any prospectus supplement may contain forward-looking statements within the

meaning of Section 27A of the U.S. Securities Act of 1933. Statements that are not historical facts,

including statements with respect to certain of the expectations, plans and objectives of the

Republic of South Africa and the economic, monetary and financial conditions of the Republic of

South Africa, are forward-looking in nature. These statements are based on current plans, estimates

and projections, and therefore you should not place undue reliance on them. Forward-looking

statements speak only as of the date that they are made, and the Republic of South Africa

undertakes no obligation to publicly update any of them in light of new information or future events.

 

Forward-looking statements involve inherent risks and uncertainties. The Republic of South

Africa cautions you that a number of important factors could cause actual results to differ materially

from those contained in any forward-looking statement. Such factors include, but are not limited to:

 

  • external factors, such as interest rates in financial markets outside the Republic of South

Africa and social and economic conditions in the Republic of South Africa’s neighbors and

major export markets;
 

  • internal factors, such as general economic and business conditions in the Republic of South

Africa, present and future exchange rates of the Rand, foreign currency reserves, the ability of

the South African government to enact key reforms, the level of domestic debt, domestic

inflation, the level of foreign direct and portfolio investment and the level of South African

domestic interest rates.
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INCORPORATION OF CERTAIN

DOCUMENTS BY REFERENCE

 

The Republic of South Africa files Annual Reports on Form 18-K with the Securities and Exchange

Commission on a voluntary basis. The Republic’s Annual Report on Form 18-K for the fiscal year

ended March 31, 2009 filed with the Commission on December 7, 2009, is hereby incorporated by

reference into this prospectus and any accompanying prospectus supplement. Each Annual Report

on Form 18-K (including all exhibits to the Annual Report) and any amendments to the Form 18-K on

Form 18-K/A (including all exhibits) filed with the Commission by the Republic on or subsequent to

the date of this prospectus and prior to the termination of any offering of the debt securities and/or

warrants to purchase debt securities will be deemed to be incorporated by reference into this

prospectus and into any accompanying prospectus supplement and to be a part of this prospectus

and of any prospectus supplement from the date of the filing of the Form 18-K or Form 18-K/A and

will supersede and replace any prior Form 18-K. As used in this prospectus, the term “Annual Report”

will refer to any Form 18-K incorporated in this prospectus not superseded or replaced by operation

of the preceding sentence.

 

Any statement in this prospectus or contained in a document that is incorporated by reference

into this prospectus will be deemed to be modified or superseded for purposes of this prospectus or

any accompanying prospectus supplement to the extent that a statement contained in the

accompanying prospectus supplement or in any other subsequently filed document that is deemed

to be incorporated by reference into this prospectus modifies or supersedes the statement. Any

statement modified or superseded will not be deemed, except as modified or superseded by a

document incorporated by reference into this prospectus, to constitute a part of this prospectus or

any accompanying prospectus supplement.

 

Any person receiving a copy of this prospectus may obtain, without charge, upon request, a

copy of any of the documents incorporated by reference into this prospectus, except for the exhibits

to documents incorporated by reference into this prospectus (other than exhibits expressly

incorporated by reference into those documents). Requests for documents incorporated by

reference into this prospectus should be directed to the Ambassador of the Republic of South Africa,

Embassy of the Republic of South Africa, 3051 Massachusetts Avenue, N.W., Washington, D.C.

20008.

 

USE OF PROCEEDS

 

Unless otherwise specified in an applicable prospectus supplement, the net proceeds from the

sale of the debt securities and/or warrants to purchase debt securities will be used for the general

purposes of the South African government. South Africa may also issue securities in exchange for

any of its outstanding securities.

 

DESCRIPTION OF DEBT SECURITIES

 

The following description sets forth certain general terms and provisions common to all series of

the debt securities and the amended and restated fiscal agency agreement (copies of which are or

will be filed as exhibits to the registration statement). This summary does not purport to be

complete and is qualified in its entirety by reference to these exhibits and all provisions of the

amended and restated fiscal agency agreement and the debt securities.

 

General

 

The South African government may issue one or more series of debt securities as it chooses to

authorize.

 

The accompanying prospectus supplement will describe the following terms of the debt

securities:

 

  • the title;
 

  • the price or prices at which we will issue the debt securities;
 

  • any limit on the aggregate principal amount of the debt securities or the series of which they

are a part;

2



Table of Contents

 

  • the currency or currency units for which the debt securities may be purchased and in which

payments of principal and interest will be made;
 

  • the date or dates on which principal and interest will be payable;
 

  • the rate or rates at which any of the debt securities will bear interest, the date or dates from

which any interest will accrue, the record dates for payment of interest and interest payment

dates;
 

  • the place or places where principal and interest payments will be made;
 

  • the time and price limitations on redemption of the debt securities;
 

  • our obligation, if any, to redeem or purchase the debt securities at the option of the holder;
 

  • whether the debt securities will be in bearer form (which may or may not be registrable as to

principal) with interest coupons, if any, or in fully registered form, or both, and restrictions on

the exchange of one form for another;
 

  • if the amount of principal or interest on any of the debt securities is determinable according to

an index or a formula, the manner in which these amounts will be determined;
 

  • whether and under what circumstances the South African government will issue the debt

securities as global debt securities;
 

  • whether the debt securities will be designated to be collective action securities (as described

below in “Collective Action Securities”); and
 

  • any other specific terms of the debt securities.

 

Any debt securities offered by the South African government that are exchangeable for other

debt securities or for equity securities of entities owned by South Africa will be described in the

prospectus supplement relating to such debt securities. Any special United States federal income

tax and other considerations applicable to any debt securities (i) issued with original issue discount,

(ii) denominated in a currency other than the U.S. dollar or (iii) payments on which are determined

by reference to any index also will be described in the prospectus supplement relating to such debt

securities.

 

There will be a fiscal agent or agents for the South African government in connection with the

debt securities whose duties will be governed by the amended and restated fiscal agency

agreement. The South African government will appoint a fiscal agent for each series of debt

securities, which may or may not be the same fiscal agent. So long as no conflict of interest arises,

the fiscal agent may engage or be interested in any financial or other transaction with the South

African government. The fiscal agent is the agent of the South African government. The fiscal agent

is not a trustee for the holders of debt securities and does not have a trustee’s responsibilities or

duties to act for the holders of debt securities.

 

The South African government may issue debt securities that bear no interest or interest at a

rate which at the time of issuance is below market rates to be sold at a substantial discount below

their stated principal amount. Special considerations applicable to any debt securities sold at a

discount will be described in the prospectus supplement relating to the debt securities.

 

The South African government will make payments of principal of (and premium, if any) and

interest on the debt securities at the place or places and in the currency or currencies it designates

and sets forth in the applicable prospectus supplement. Unless otherwise set forth in the applicable

prospectus supplement, interest on fully registered debt securities will be paid by check mailed to

the persons in whose names the debt securities are registered at the close of business on the record

dates designated in the applicable prospectus supplement at the person’s address that appears on

the register of the debt securities.

 

Currency Transfer Guarantee

 

Unless otherwise provided in the applicable prospectus supplement, the debt securities will

benefit from a currency transfer guarantee of the South African Reserve Bank, under which the

South African Reserve Bank, in its
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capacity as the agent for the Minister of Finance for purposes of enforcement of South African

Exchange Control Regulations, will irrevocably and unconditionally guarantee that the transfer to the

fiscal agent of all sums in the amount and in the currency required for the fulfillment of the financial

obligations arising from the debt securities and the amended and restated fiscal agency agreement

will be authorized in good time, under all circumstances and without any limitations,

notwithstanding any restrictions that may be in force at that time in South Africa and without any

obligation of a holder of debt securities or the fiscal agent to submit an affidavit or to comply with

any other formality.

 

Nature of the Obligations of the South African Government

 

The debt securities will constitute the direct, unconditional, general and (subject to the

provisions below) unsecured and unsubordinated obligations of the South African government and

will rank equally, without any preference among themselves, with all present and future unsecured

and unsubordinated general obligations of the South African government for moneys borrowed. The

full faith and credit of the South African government will be pledged for the due and punctual

payment of, and the due and timely performance of all the South African government’s obligations

relating to, the debt securities. Amounts payable in respect of principal of and interest on the debt

securities will be charged upon and be payable out of the National Revenue Fund of the South

African government, where the public revenues of the South African government are deposited,

equally and ratably with all other amounts so charged and amounts payable in respect of all other

general loan obligations of the South African government.

 

Negative Pledge

 

So long as any debt security remains outstanding, the South African government will not create

any mortgage, pledge, lien or other arrangement creating security upon any of its present or future

revenues or assets to secure any present or future debt of the South African government, including:

 

  • moneys borrowed by the South African government, and
 

  • guarantees given by the South African government of debts incurred by other parties which

are denominated or payable in a currency other than the South African Rand,

 

without equally and ratably securing the outstanding debt securities. The South African government

may, however, create security on goods or other assets provided to or acquired by it and securing a

sum not greater than the purchase price, including interest and other related charges, of these

goods or assets and related services.

 

South African Taxation

 

Under existing South African law, all payments of principal and interest in respect of the debt

securities will be exempt from any taxes, levies, imposts, duties, deductions, withholdings or other

charges, of whatsoever nature, imposed, levied, collected, withheld or assessed by the South African

government or any political subdivision or taxing authority thereof or therein (all of which are

referred to herein as “South African Taxes”) so long as the beneficial owner of the relevant debt

security is either:

 

(1) a natural person who is not a tax resident in South Africa as defined in the South African

Income Tax Act, No. 58 of 1962, unless:

 

  • that person carries on business in South Africa through a permanent establishment, and
 

  • that person was physically present in South Africa for a period exceeding 183 days in

aggregate during the relevant year of assessment, or

 

(2) a company, incorporated association, corporation or other body corporate which is not a

resident as defined in the South African Income Tax Act, No. 58 of 1962 who does not carry on

business in South Africa through a permanent establishment.

 

A natural person will be a tax resident of South Africa if he or she is:

 

  • ordinarily resident in South Africa, or
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  • physically present in South Africa for a period or periods exceeding 91 days in aggregate

during the relevant year of assessment, as well as for a period or periods exceeding 91 days

in aggregate during each of the preceding five years and for more than 915 days in the

aggregate during those five preceding years of assessment.

 

A company, incorporated association, corporation or other body corporate will be a resident of

South Africa if it is incorporated, established or formed in South Africa or if it is effectively managed

in South Africa unless it is considered exclusively a resident of another country for purposes of the

application of any agreement entered into between the governments of the Republic of South Africa

and that other country for the avoidance of double taxation.

 

Without prejudice to the foregoing, if any payment of principal or interest is not exempt as

aforesaid, the South African government has agreed to pay, to the extent permitted by law, such

additional amounts as are necessary in order that the net payment, after the imposition of any

South African Taxes, will not be less than the amount the holder would have received in the absence

of South African Taxes, except that no such additional amounts shall be payable in respect of:

 

(a) any South African Taxes that are imposed by reason of the failure of the holder or

beneficial owner of the debt security to make a declaration of non-residence or other similar

claim for exemption to the relevant tax authority, or

 

(b) any Debt Security presented for payment more than 30 days after

 

(i) the date on which such payment first becomes due, or

 

(ii) if the full amount of the money payable has not been received by the fiscal agent on

or prior to such due date, the date on which the full amount of such money having been so

received that notice to that effect shall have been duly given in the manner provided in the

amended and restated fiscal agency agreement, except to the extent that the holder thereof

would have been entitled to additional amounts on presenting the same for payment on the

expiration of such period of 30 days.

 

Any reference herein to principal and/or interest shall be deemed also to refer to any additional

amounts which may be payable hereunder.

 

United States Taxation

 

In the opinion of Linklaters LLP, special United States tax counsel for the South African

government, the following is a summary of material U.S. federal income tax consequences of the

acquisition, ownership and disposition of debt securities. This summary does not address the

material U.S. federal income tax consequences of every type of debt security which may be issued

by South Africa, and the relevant prospectus supplement will contain additional or modified

disclosure concerning the material U.S. federal income tax consequences relevant to the type of

debt security as appropriate. This summary deals only with initial purchasers of debt securities at

the issue price that will hold the debt securities as capital assets. The discussion does not cover all

aspects of U.S. federal income taxation that may be relevant to, or the actual tax effect that any of

the matters described herein will have on, the acquisition, ownership or disposition of debt

securities by particular investors, and does not address state, local, foreign or other tax laws. This

summary also does not discuss all of the tax considerations that may be relevant to certain types of

investors subject to special treatment under the U.S. federal income tax laws (such as financial

institutions, insurance companies, investors liable for the alternative minimum tax, individual

retirement accounts and other tax-deferred accounts, tax-exempt organizations, dealers in

securities or currencies, investors that will hold the debt securities as part of straddles, hedging

transactions or conversion transactions for U.S. federal income tax purposes or investors whose

functional currency is not the U.S. dollar).

 

As used herein, the term “U.S. Holder” means a beneficial owner of debt securities that is, for

U.S. federal income tax purposes, (i) an individual citizen or resident of the United States, (ii) a

corporation created or organized under the laws of the United States or any State thereof, (iii) an

estate the income of which is subject to U.S. federal income tax without regard to its source or (iv) a

trust if a court within the United States is able to exercise primary supervision over the

administration of the trust and one or more U.S. persons have the authority to control all
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substantial decisions of the trust, or the trust has elected to be treated as a domestic trust for

U.S. federal income tax purposes. The term “Non-U.S. Holder” means a beneficial owner of debt

securities that is, for United States federal income tax purposes, (i) a non-resident alien individual,

(ii) a corporation not created or organized under the laws of the United States or any State thereof,

(iii) a foreign estate or trust, or (iv) a partnership all of whose partners are Non-U.S. Holders.

 

The U.S. federal income tax treatment of a partner in a partnership that holds debt securities

will depend on the status of the partner and the activities of the partnership. Prospective purchasers

that are partnerships should consult their tax advisers concerning the U.S. federal income tax

consequences to their partners of the acquisition, ownership and disposition of debt securities by

the partnership.

 

Any special U.S. federal income tax considerations which apply to debt securities issued in a

currency other than U.S. dollars or issued with more than de minimis original issue discount, and

any limitations on sales of debt securities in bearer form, will be described in the applicable

prospectus supplement.

 

The summary is based on the tax laws of the United States, including the Internal Revenue Code

of 1986, as amended, its legislative history, existing and proposed regulations thereunder, published

rulings and court decisions, all as currently in effect and all subject to change at any time, possibly

with retroactive effect.

 

U.S. Holders

 

Payments of Interest

 

Interest on a debt security will be taxable to a U.S. Holder as ordinary income at the time it is

received or accrued, depending on the holder’s method of accounting for tax purposes. Interest paid

on the debt securities constitutes income from sources outside the United States. Prospective

purchasers should consult their tax advisers concerning the applicability of the foreign tax credit and

source of income rules to income attributable to the debt securities.

 

Sale and Retirement of the Debt Securities

 

A U.S. Holder will generally recognize gain or loss on the sale or retirement of a debt security

equal to the difference between the amount realized on the sale or retirement and the tax basis of

the debt security. A U.S. Holder’s tax basis in a debt security will generally be its U.S. dollar cost.

The amount realized does not include the amount attributable to accrued but unpaid interest, which

will be taxable as interest income to the extent not previously included in income. Gain or loss

recognized by a U.S. Holder on the sale or retirement of a debt security will be capital gain or loss

and will be long-term capital gain or loss if the debt security was held by the U.S. Holder for more

than one year. Gain or loss realized by a U.S. Holder on the sale or retirement of a debt security

generally will be U.S. source.

 

Backup Withholding and Information Reporting

 

Payments of principal and interest on, and the proceeds of sale or other disposition of debt

securities by a U.S. paying agent or other U.S. intermediary will be reported to the IRS and to the

U.S. Holder as may be required under applicable regulations. Backup withholding may apply to these

payments if the U.S. Holder fails to provide an accurate taxpayer identification number or

certification of exempt status or fails to report all interest and dividends required to be shown on its

U.S. federal income tax returns. Certain U.S. Holders (including, among others, corporations), are

not subject to backup withholding. U.S. Holders should consult their tax advisers as to their

qualification for exemption from backup withholding and the procedure for obtaining an exemption.

 

Non-U.S. Holders

 

Under United States federal income tax law as currently in effect, a Non-U.S. Holder will not be

subject to United States federal income taxes, including withholding taxes, on payments of interest

on the debt securities, unless:

 

(i) the holder is an insurance company carrying on a United States insurance business to

which the interest is attributable, or
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(ii) the holder has an office or other fixed place of business in the United States to which the

interest is attributable, and the interest either (a) is derived in the active conduct of a banking,

financing or similar business within the United States or (b) is received by a corporation the

principal business of which is trading in stock or securities for its own account, and certain other

conditions exist.

 

The gain realized on any sale or exchange of the debt securities by a Non-U.S. Holder will not be

subject to United States federal income tax, including withholding tax, unless (i) the gain is

effectively connected with the conduct by the holder of a trade or business in the United States or

(ii) in the case of gain realized by an individual holder, the holder is present in the United States for

183 days or more in the taxable year of the sale, and either (A) the gain or income is attributable to

an office or other fixed place of business maintained in the United States by the holder or (B) the

holder has a tax home in the United States.

 

The fiscal agent will be required to file information returns with the IRS with respect to payments

made to certain United States persons on the debt securities. In addition, certain United States

persons may be subject to United States backup withholding tax in respect of such payments if they

do not provide their taxpayer identification numbers to the fiscal agent, and may also be subject to

information reporting and backup withholding requirements with respect to proceeds from a sale of

the debt securities. Non-U.S. Holders may be required to comply with applicable certification

procedures to establish that they are not United States persons in order to avoid the application of

these information reporting requirements and backup withholding tax.

 

A debt security held by an individual holder who at the time of death is a nonresident alien will

not be subject to United States federal estate tax.

 

Events of Default

 

The events of default are:

 

(1) default in any payment of principal of (and premium, if any, on) or interest on any of the

debt securities of such series and the continuance of the default for a period of more than

30 days after the due date, or

 

(2) failure to perform or observe any other obligation under the debt securities of such

series and the continuance of the default for a period of 60 days following written notice of the

default to the South African government at the office of the fiscal agent by any holder (except

where the failure is not capable of remedy, in which event no notice is required), or

 

(3) if

 

(a) any other present or future external indebtedness becomes due and payable prior to

its stated maturity by reason of default, or any such external indebtedness is not paid at its

maturity as extended by any applicable grace period, or any external indebtedness in the

form of a guarantee is not honored when due and called upon or within any applicable grace

period, or

 

(b) the South African government declares a general moratorium on the payment of any

external indebtedness.

 

Acceleration of Maturity

 

The descriptions contained in this section “Description of Debt Securities — Acceleration of

Maturity” do not apply to any series of debt securities that have been designated collective action

securities. See “Acceleration of Maturity of the Collective Action Securities” below for descriptions of

the corresponding terms of collective action securities.

 

If any of the events of default described in “Events of Default” above occurs and is continuing,

the holder of any debt security may, by written notice to the South African government and the

fiscal agent, to be addressed to the specified office of the fiscal agent, declare the debt security due

and payable immediately.

 

If prior to receipt of a demand by the fiscal agent all defaults have been cured, the securities

may not be declared due and payable immediately. Because each series of debt securities are

independent of each other series, a
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default with respect to one series of debt securities will not, in itself, constitute a default with

respect to, or permit the acceleration of the maturity of, debt securities of a different series except

as provided in clause (3) above.

 

Redemption

 

If the debt securities of a series provide for mandatory redemption by the South African

government, or redemption at the election of the South African government, redemption shall be on

not more than 60 nor less than 30 days’ notice and, in the event of redemption in part, the debt

securities to be redeemed will be selected by lot by the fiscal agent. Unless all the debt securities of

a series to be redeemed are registered debt securities or bearer debt securities registered as to

principal, notice of redemption will be published at least twice prior to the redemption date in a

newspaper printed in the English language and of general circulation in Europe and at such other

places, if any, as are set forth in such debt securities.

 

Additionally, notice of such redemption will be mailed to holders of registered debt securities of

such series, and to those holders of bearer debt securities of such series who have registered the

principal of their debt securities, to their last addresses as they appear on the register for the debt

securities of such series. Under United States income tax regulations, special rules will apply to debt

securities that can be redeemed prior to maturity if the yield on the redeemed debt securities would

be lower than the yield on the debt securities if outstanding to stated maturity.

 

Amendments to the Terms of the Debt Securities

 

The descriptions contained in this section “Description of Debt Securities — Amendments to the

Terms of the Debt Securities” do not apply to any series of debt securities that have been

designated collective action securities. See “Amendments to the Terms of the Collective Action

Securities” below for descriptions of the corresponding terms of collective action securities.

 

Amendments Requiring Unanimous Holder Consent

 

None of the following modifications or amendments may be effected without the consent of the

holder of each debt security of the series being modified or amended:

 

(•) change the due date for the payment of the principal of (or premium, if any) or any

installment of interest on any debt security of such series,

 

(•) reduce the principal amount of any debt security of such series, the portion of such

principal amount which is payable upon acceleration of the maturity of such debt security, the

interest rate thereon or the premium payable upon redemption thereof,

 

(•) change the coin or currency in which or the required places at which payment with

respect to interest, premium or principal in respect of the debt securities of such series is

payable,

 

(•) shorten the period during which the South African government is not permitted to

redeem the debt securities of such series, or permit the South African government to redeem

the debt securities of such series if, prior to such action, the South African government is not

permitted to do so,

 

(•) reduce the proportion of the principal amount of the debt securities of such series the

vote or consent of the holders of which is necessary to modify, amend or supplement the

amended and restated fiscal agency agreement or the terms and conditions of the debt

securities of such series or to make, take or give any request, demand, authorization, direction,

notice, consent, waiver or other action provided thereby to be made, taken or given, or

 

(•) change the obligation of the South African government to pay additional amounts.

 

Amendments Requiring Consent by Vote of 662/3% of the Holders or Written Consent

 

The South African government and the fiscal agent for any series may modify, amend or

supplement the terms of the debt securities of that series or the amended and restated fiscal

agency agreement in any way, if they have
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received approval by affirmative vote of 662/3% or greater (or as may be specified in the text of the

debt securities of the series) of the aggregate principal amount of the debt securities of that series

then outstanding

 

(•) at a meeting of holders duly called and held, or

 

(•) by written consent in lieu of such meeting.

 

Amendments Not Requiring the Consent of Holders

 

The South African government and the fiscal agent may, without the vote or consent of any

holder of debt securities, amend the amended and restated fiscal agency agreement or the debt

securities of any series for the purpose of

 

(•) adding to the covenants of the South African government for the benefit of the holders of

debt securities,

 

(•) surrendering any right or power conferred upon the South African government,

 

(•) securing the debt securities pursuant to the requirements of the debt securities or

otherwise,

 

(•) curing any ambiguity or curing, correcting or supplementing any defective provision

thereof, or

 

(•) amending the amended and restated fiscal agency agreement or the debt securities of

such series in any manner which the South African government and the fiscal agent may

determine and which shall not be inconsistent with the debt securities of such series and shall

not adversely affect the interest of any holder of debt securities.

 

Governing Law; Consent to Service

 

The amended and restated fiscal agency agreement and the debt securities will be governed by

and construed in accordance with the laws of the State of New York, except with respect to all

matters governing South Africa’s authorization of issuance and execution of any debt securities and

any other matters required to be governed by the laws of the Republic of South Africa, which will be

governed by the laws of the Republic of South Africa.

 

The South African government will accept the jurisdiction of any State or federal court in the

Borough of Manhattan, The City of New York, in respect of any action arising out of or based on the

debt securities that may be maintained by any holder of those securities. The South African

government will appoint the Ambassador of the Republic of South Africa, Embassy of the Republic of

South Africa, 3051 Massachusetts Avenue, N.W., Washington, D.C. 20008 to be its authorized agent

upon whom process in any such action may be served. The South African government will

irrevocably waive any immunity to which it might otherwise be entitled in any action arising out of

or based upon the debt securities brought in any State or Federal court in the Borough of

Manhattan, The City of New York. The South African government is also subject to suit in competent

courts in the Republic of South Africa to the extent permitted by South African law.

 

This appointment of an agent for service of process will be irrevocable until all amounts in

respect of the principal of (and premium, if any), and any interest due and to become due on or in

respect of all of the debt securities have been provided to the fiscal agent pursuant to the terms of

the amended and restated fiscal agency agreement and either paid or returned to the South African

government as provided in the amended and restated fiscal agency agreement, except that, if for

any reason, the authorized agent ceases to be able to act as such authorized agent or ceases to

have an address in the United States, the South African government will appoint another person in

Washington, D.C. or The City of New York, selected in its discretion, as its authorized agent.

 

Neither the appointment of an authorized agent for service of process nor the waiver of

immunity includes actions brought under the United States federal securities laws. In the absence of

a waiver of immunity by the South African government with respect to such actions it would not be

possible to obtain a United States judgment in such an action against the South African government

unless a court were to determine that the South African government is not entitled under the

Foreign Sovereign Immunities Act of 1976 to sovereign immunity with respect to such action.
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Collective Action Securities

 

South Africa may designate a particular series of debt securities to be collective action

securities, the specific terms of which shall be described in the prospectus supplement relating to

such securities. Debt securities designated to be collective action securities will have the same

terms and conditions as the debt securities described in “Description of Debt Securities” above,

except that such collective action securities shall contain different provisions relating to certain

aspects of acceleration and voting on amendments, modifications, changes and waivers, as set forth

below.

 

Acceleration of Maturity of the Collective Action Securities

 

If any of the events of default described in “Events of Default” above occurs and is continuing

with respect to any series of collective action securities, the holders of at least 25% of the aggregate

principal amount of the collective action securities outstanding (as defined below) of that series

may, by notice to the fiscal agent, declare all the collective action securities of that series to be due

and payable immediately.

 

Upon any declaration of acceleration, the principal, interest and all other amounts payable on

the collective action securities of that series will become immediately due and payable on the date

South Africa receives written notice of the declaration, unless South Africa has remedied the event

or events of default prior to receiving the notice. The holders of more than 50% of the aggregate

principal amount of the outstanding collective action securities of that series may rescind a

declaration of acceleration if the event or events of default giving rise to the declaration have been

cured or waived.

 

If prior to receipt of a demand by the fiscal agent all defaults have been cured, the collective

action securities may not be declared due and payable immediately. Because each series of

collective action securities of that series is independent of each other series, a default with respect

to one series of such securities will not, in itself, constitute a default with respect to, or permit the

acceleration of the maturity of, collective action securities of a different series except as provided in

clause (3) of “Description of Debt Securities — Events of Default” above.

 

Amendments to the Terms of the Collective Action Securities

 

South Africa, the fiscal agent and the holders may generally modify or take actions with respect

to the amended and restated fiscal agency agreement or the terms of any series of the collective

action securities:

 

  • with the affirmative vote of the holders of not less than 662/3% of the aggregate principal

amount of the outstanding collective action securities of that series that are represented at a

meeting, or
 

  • with the written consent of the holders of not less than 662/3% of the aggregate principal

amount of the outstanding collective action securities of that series.

 

However, the holders of not less than 75% of the aggregate principal amount of any series of the

outstanding collective action securities, voting at a meeting or by written consent, must consent to

any amendment, modification, change or waiver with respect to the collective action securities of

that series that would:

 

  • change the due dates for the payment of principal of or interest on the collective action

securities of that series,
 

  • reduce any amounts payable on the collective action securities of that series,
 

  • reduce the amount of principal payable upon acceleration of the maturity of the collective

action securities of that series,
 

  • reduce the interest rate of the collective action securities of that series,
 

  • change the payment currency or places of payment for the collective action securities of that

series,
 

  • permit early redemption of the collective action securities of that series or, if early redemption

is already permitted, set a redemption date earlier than the date previously specified or

reduce the redemption price,
 

  • reduce the percentage of holders of the collective action securities of that series whose vote

or consent is needed to amend, supplement or modify the amended and restated fiscal

agency agreement (as it relates to
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  the collective action securities of that series) or the terms and conditions of the collective

action securities of that series or to take any other action with respect to the collective action

securities of that series or change the definition of “outstanding” with respect to the collective

action securities of that series,

 

  • change South Africa’s obligation to pay any additional amounts in respect of the collective

action securities of that series,
 

  • change the governing law provision of the collective action securities of that series,
 

  • change the courts to the jurisdiction of which South Africa has submitted, South Africa’s

obligation to appoint and maintain an agent for service of process in Washington, D.C. or The

City of New York or South Africa’s waiver of immunity, in respect of actions or proceedings

brought by any holder based upon the collective action securities of that series, as described

herein,
 

  • in connection with an exchange offer for the collective action securities of that series, amend

any event of default under the collective action securities of that series, or
 

  • change the status of the collective action securities of that series, as described under

“Description of Debt Securities — Nature of the Obligations of the South African Government”

above.

 

South Africa refers to the above subjects as “reserved matters”. A change to a reserved matter,

including the payment terms of any series of the collective action securities, can be made without

the consent of individual holders of the collective action securities of that series, as long as a

supermajority of the holders (that is, the holders of at least 75% of the aggregate principal amount

of the outstanding collective action securities of that series) agree to the change.

 

South Africa and the fiscal agent may, without the vote or consent of any holder of any series of

the collective action securities, amend the amended and restated fiscal agency agreement or any

series of the collective action securities for the purpose of:

 

  • adding to South Africa’s covenants for the benefit of the holders,
 

  • surrendering any of South Africa’s rights or powers,
 

  • providing collateral for the collective action securities of that series,
 

  • curing any ambiguity or correcting or supplementing any defective provision, or
 

  • making any other change that (a) is not inconsistent with the collective action securities of

that series and (b) does not adversely affect the interest of any holder of the collective action

securities of that series in any material respect.

 

For purposes of determining whether the required percentage of holders of any series of the

collective action securities has approved any amendment, modification or change to, or waiver of,

the collective action securities of that series or the amended and restated fiscal agency agreement,

or whether the required percentage of holders has delivered a notice of acceleration of the collective

action securities of that series, collective action securities of that series owned, directly or indirectly,

by South Africa or any public sector instrumentality of South Africa will be disregarded and deemed

not to be outstanding, except that in determining whether the fiscal agent shall be protected in

relying upon any amendment, modification, change or waiver, or any notice from holders, only

collective action securities of that series that the fiscal agent knows to be so owned shall be so

disregarded. As used in this paragraph, “public sector instrumentality” means the South African

Reserve Bank, any department, ministry or agency of the South African government or any

corporation, trust, financial institution or other entity owned or controlled by the South African

government or any of the foregoing, and “control” means the power, directly or indirectly, through

the ownership of voting securities or other ownership interests or otherwise, to direct the

management of or to elect or appoint a majority of the board of directors or other persons

performing similar functions in lieu of, or in addition to, the board of directors of a corporation, trust,

financial institution or other entity.
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DESCRIPTION OF WARRANTS

 

The following description sets forth certain general terms and provisions of the warrants and the

warrant agreement (copies of which are or will be filed as exhibits to the registration statement).

This summary does not purport to be complete and is qualified in its entirety by reference to these

exhibits and all provisions of the warrant agreement and the warrants.

 

General

 

The South African government may issue, together with any debt securities offered by any

prospectus supplement or separately, warrants for the purchase of other debt securities. Each series

of warrants will be issued under a warrant agreement to be entered into between the South African

government and a bank or trust company, as warrant agent, all as set forth in the prospectus

supplement relating to a particular issue of warrants.

 

Each prospectus supplement that provides for the issuance of warrants will describe the

following terms:

 

  • the terms referred to above under “Description of Debt Securities — General” as they relate to

the particular series of debt securities that may be purchased by holders of the warrants,
 

  • the principal amount of debt securities that may be purchased by a holder of one warrant,
 

  • the purchase price of debt securities to someone exercising a warrant,
 

  • the procedures of and conditions that must be followed to purchase debt securities by

exercising the warrant,
 

  • the dates on which the right to exercise the warrants shall begin and end,
 

  • whether and under what conditions the warrants may be terminated or cancelled by the South

African government,
 

  • the date, if any, on and after which the warrants and debt securities issued together may be

separately transferred,
 

  • whether the warrants represented by the warrant certificates will be issued in registered or

bearer form, whether they will be exchangeable between such forms and, if registered, where

they may be transferred and registered, and
 

  • other specific provisions.

 

Governing Law; Consent to Service

 

The warrants will be governed by and construed in accordance with the laws of the State of New

York except with respect to their authorization and execution and any other matters required to be

governed by the laws of the Republic of South Africa. The South African government will accept the

jurisdiction of any State or Federal court in the Borough of Manhattan, The City of New York, in

respect of any action arising out of or based on the warrants that may be maintained by any holder

of those warrants. The South African government will appoint the warrant agent as its authorized

agent upon which process in any such action may be served. The South African government will

irrevocably waive any immunity to which it might otherwise be entitled in any action arising out of

or based upon the warrants brought in any State or Federal court in the Borough of Manhattan, The

City of New York. The South African government is also subject to suit in competent courts in the

Republic of South Africa to the extent permitted by South African law.

 

Neither the appointment of an authorized agent for service of process nor the waiver of

immunity includes actions brought under the United States federal securities laws. In the absence of

a waiver of immunity by the South African government with respect to such actions it would not be

possible to obtain a United States judgment in such an action against the South African government

unless a court were to determine that the South African government is not entitled under the

Foreign Sovereign Immunities Act of 1976 to sovereign immunity with respect to such action.
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United States Taxation

 

Information with respect to the United States tax consequences of the issuance, purchase,

exercise and expiration of warrants, including possible original issue discount on debt securities

issued with warrants, will be set forth in the prospectus supplement relating to any particular issue

of warrants.

 

PLAN OF DISTRIBUTION

 

South Africa may sell debt securities or warrants to purchase debt securities to or through

underwriters, and also may sell debt securities or warrants to purchase debt securities directly to

other purchasers or through agents. Only agents or underwriters named in the prospectus

supplement are deemed to be agents or underwriters, as the case may be, in connection with the

debt securities or warrants to purchase debt securities offered thereby.

 

The distribution of the debt securities or warrants to purchase debt securities may be effected

from time to time in one or more transactions at a fixed price or prices, which may be changed, or at

market prices prevailing at the time of sale, at prices related to such prevailing market prices or at

negotiated prices.

 

In connection with the sale of debt securities or warrants to purchase debt securities,

underwriters may receive compensation from the South African government or from purchasers of

debt securities or warrants to purchase debt securities for whom they may act as agents in the form

of discounts, concessions or commissions. Underwriters may sell debt securities or warrants to

purchase debt securities to or through dealers, and such dealers may receive compensation in the

form of discounts, concessions or commissions from the underwriters and/or commissions for the

purchasers for whom they may act as agents. Underwriters, dealers and agents that participate in

the distribution of debt securities or warrants to purchase debt securities may be deemed to be

underwriters, and any discount or commission received by them from the South African government

and any profit on the resale of debt securities or warrants to purchase debt securities by them may

be deemed to be underwriting discounts and commissions under the Securities Act of 1933 (the

“Act”). Any such underwriter or agent will be identified, and any such compensation received from

the South African government will be described, in the prospectus supplement.

 

The debt securities or warrants to purchase debt securities will be a new issue of debt securities

or warrants to purchase debt securities with no established trading market. Underwriters and agents

to whom debt securities or warrants to purchase debt securities are sold by the South African

government for public offering and sale may make a market in such debt securities or warrants to

purchase debt securities, but such underwriters and agents will not be obligated to do so and may

discontinue any market-making at any time without notice. No assurance can be given as to the

liquidity of the trading market for the debt securities or warrants to purchase debt securities.

 

Under agreements which may be entered into by the South African government, underwriters,

dealers and agents who participate in the distribution of debt securities or warrants to purchase

debt securities may be entitled to indemnification by the South African government against certain

liabilities, including liabilities under the Act.

 

South Africa may offer the securities of any series to holders of other South African securities as

consideration for the purchase or exchange by South Africa of these other outstanding securities.

This offer may be in connection with a publicly announced tender, exchange or other offer for these

securities or in privately negotiated transactions. This type of offering may be in addition to or in

lieu of sales of securities directly or through underwriters or agents as set forth in the applicable

prospectus supplement.

 

If so indicated in the prospectus supplement, the South African government will authorize

underwriters or other persons acting as the South African government’s agents to solicit offers by

certain institutions to purchase debt securities or warrants to purchase debt securities from the

South African government pursuant to contracts providing for payment and delivery on a future

date. Institutions with which such contracts may be made include commercial and savings banks,

insurance companies, pension funds, investment companies, educational and charitable institutions

and others, but in all cases such institutions must be approved by the South African government.

The obligations of any purchaser under any such contract will be subject to the condition that the

purchase of the debt securities or warrants to purchase debt securities shall not at the time of

delivery be prohibited under the laws of the jurisdiction to which such purchase is subject. The

underwriters and such other agents will not have any responsibility in respect of the validity or

performance of such contracts.
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OFFICIAL STATEMENTS

 

Information included in this prospectus, or in any document incorporated by reference into this

prospectus, that is identified as being derived from a publication of, or supplied by, the South

African government or one of its agencies or instrumentalities is included herein on the authority of

such publication as a public official document of the South African government. All other information

in this prospectus, or in any document incorporated by reference into this prospectus, and in the

registration statement of which this prospectus is a part, other than that included under the caption

“Plan of Distribution” in this prospectus, or in any document incorporated by reference into this

prospectus, is included as a public official statement made on the authority of the Minister of

Finance of the Republic of South Africa.

 

VALIDITY OF THE SECURITIES

 

The validity of each series of debt securities or warrants to purchase debt securities will be

passed upon on behalf of the South African government by Mr. Enver Daniels, Chief State Law

Adviser of the Republic of South Africa, and on behalf of the Underwriters by Linklaters LLP, New

York, New York, and Edward Nathan Sonnenbergs Inc. Johannesburg. As to all matters of South

African law, Linklaters LLP may rely upon the opinions of Mr. Enver Daniels and Edward Nathan

Sonnenbergs Inc. All statements with respect to matters of South African law in this prospectus have

been passed upon by Mr. Enver Daniels and are made upon his authority. Linklaters LLP may act

from time to time on behalf of the South African government.

 

AUTHORIZED REPRESENTATIVE

 

The Authorized Representative of the Republic of South Africa in the United States of America is

the Ambassador of the Republic of South Africa to the United States, whose address is:

 

Embassy of the Republic of South Africa

3051 Massachusetts Avenue, N.W.

Washington, D.C. 20008

 

FURTHER INFORMATION

 

The issue and terms of debt securities or warrants to purchase debt securities will be authorized

by the Minister of Finance of the Republic of South Africa pursuant to the authority conferred upon

him by the Public Finance Management Act, 1999 (Act No. 1 of 1999) of the Republic of South Africa.

 

A registration statement with respect to South Africa and the debt securities or warrants to

purchase debt securities has been filed with the Securities and Exchange Commission, 100 F Street

N.E., Washington, D.C., 20549, under the Act. Additional information concerning South Africa and the

debt securities or warrants to purchase debt securities is to be found in the registration statement,

any pre- or post-effective amendment to the registration statement and any document incorporated

by reference into the registration statement, including the various exhibits to these documents,

which may be inspected at the office of the Commission.

 

The Republic of South Africa, although not subject to the reporting requirements of the

Securities Exchange Act of 1934, files Annual Reports on Form 18-K with the Commission on a

voluntary basis. These Annual Reports include certain material statistical and other information

concerning the Republic of South Africa. The Republic of South Africa may also include exhibits to its

Annual Report on Form 18-K and file amendments on Form 18-K/A, for the purpose of filing with

Commission information that has not been included in the registration statement to which this

prospectus and any related prospectus supplement relate, which information would thereby be

incorporated by reference into the registration statement. Annual Reports on Form 18-K and

amendments on Form 18-K/A of the Republic of South Africa may be inspected at the office of the

Commission, or reviewed on the Commission’s Internet site at (http://www.sec.gov). This site

contains reports and other information regarding issuers that file electronically with the Commission.
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Phone: 27 12 315 5591

 

FISCAL AGENT, PAYING AGENT, TRANSFER AGENT AND REGISTRAR

 

Deutsche Bank Trust Company Americas

(formerly Bankers Trust Company)

280 Park Avenue

New York, New York 10017

United States of America

 

LEGAL ADVISER TO THE REPUBLIC OF SOUTH AFRICA

 

Enver Daniels

The Chief State Law Adviser of

the Republic of South Africa

12th Floor, Momentum Building

East Tower

329 Pretorius Street

Pretoria 0001

South Africa

 

LEGAL ADVISERS TO THE UNDERWRITERS

 
     

As to United States Law   As to South African Law

Linklaters LLP   Deneys Reitz Inc.

1345 Avenue of the Americas   15 Alice Lane

New York, NY 10105   PO Box 784903, Sandton, 2146

United States of America   South Africa

 

LISTING AGENT AND PAYING AGENT IN LUXEMBOURG

 

Deutsche Bank Luxembourg S.A.

CTAS Operations, Group Technology & Operations (GTO)

2 Bld Konrad Adenauer, L-1115 Luxembourg

Telephone: (00352) 421.22.639

Facsimile: (00352) 47.31.36
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