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Final Targets Package

1. Low-income housing 

Target - R32 bn. 

Provided Government confirms the subsidy arrangements, and puts Last Loss Insurance and a securitisation underpin in place by 31 Decemeber 2004, we agree that the target will be increased by R10 bn to R42 bn at that time.

2. Black SME

Target - R4 bn

We agree to

2.1.1 a Code of Practice to be established for how to interface with the client community;

2.1.2 the further verification of existing data; and

2.1.3 to the re-establishment of the existing Task Group as a Charter Council Task Group to do this.

3. Agriculture 

Target - R1.5 bn

4. Infrastructure

Target - R25 bn on condition that there is at least that flow of public sector deals that are consistent with the Charter and specifically fall within the definition of transformational infrastructure (paragraph 2.34.1).

5. BEE Transaction financing

Target - R50 bn.

Agreed that this should include the value of any donation, discount or other benefit given as part of the institution’s own ownership deal (to the extent that it is not claimed by the shareholders in terms of paragraph 5.2.3). This will be referred to the Charter Council for final interpretation.

Agreed that 

5.1.1 the bullet 2 financing which counts is limited to 

joint ventures with, debt financing of or other form of credit extension to, and equity investments in BEE companies (other than SMEs) where direct black ownership of the company is 25% or more. The financial institution will earn the % direct black ownership X 2 cents in the Rand (to a max of 100c in the Rand) for each Bullet 2 Rand of new financing done by it.

5.1.2 that only “new additional” financing or equity investment after the later of 1 January 2004 or the date on which the company becomes 25% or more direct black-owned should be taken into account; and

5.1.3 if the black direct ownership is more than 5%, the value of any actual (and not potential) diminution in value resulting from the issue of shares at a discount to fair market value as part of an empowerment deal should be included at 100 cents in the Rand.

Paragraphs 5.2.2 and 5.2.3 will be referred to the Charter Council for final interpretation.

Ownership deals in the financial sector result in BEE points (either for the institution concerned if it finances its own deal, or otherwise for some other financial institution). Paragraph 10.10 only gives the foreign banks the opportunity to make good the ownership points that they can’t earn, not the BEE points that they could have earned if they had financed their own ownership deal.

Accordingly, foreign banks’ BEE target will be calculated on the ratio of R40bn to total designated investments. However, if a foreign bank does its own ownership deal, the BEE target will be calculated on the basis of R50 bn target regardless of whether the foreign bank finances the ownership deal itself or not.

6. Transactional Banking Access

6.1 Agreed that -

6.1.1 there should be an effective education campaign at regional level as part of the roll out;

6.1.2 the parties will develop targets to support dense urban areas, so that millions of clients aren’t “covered” by access to a single banking point;

6.1.3 the cost implications for and the needs of cash intensive small traders will be considered. 

Proposals to give effect to paragraphs 6.1.1 to 6.1.3 will be developed by the Work Group. But it is not essential that any of this is complete before the announcement of the Targets and the establishment of the Charter Council.

6.1.4 the Charter Council should develop standards against which to measure access. In doing so, Finmark Trust should be asked to conduct a further study into pricing and its impact on affordability, and work should be done on time, cost and usage implications for people accessing financial services.

6.2 The major banks have undertaken that the implementation of the National Bank Account is not planned to result in an increased profit to the industry on launch. These banks undertake to commission Deloitte to confirm that for the duration of the NBA as a product, and not a standard, this is the case. Should it be demonstrated that the industry makes incremental profit as a result of the implementation on the National Bank Account, such profit will be allocated towards consumer education of LSM1-5’s. The banks undertake to consider making a portion of the incremental profit, should it transpire, available to deserving parties to support the launch of new ventures aimed at extending access to LSM1-5’s.

Once the conversion to a standard takes place, it is envisaged that the banks will seek to make this venture profitable subject to continuing with the standard.

Reconciliation of Charter Targets with GDS commitment

It was agreed at the Growth and Development Summit that –

The constituencies agree to encourage investors, including businesses (local, foreign, public and private), retirement funds, the life assurance industry, government, labour, and community organisations to work towards investing 5% of their investible income in appropriate financial instruments.

This commitment

· did not include the banks (which represent 34% of the Charter empowerment financing commitment);

· only related to the “investible income”, where the Charter relates to the total liabilities of the financial institutions to the public; and

· the percentage in terms of DGS was 5% where the percentage in terms of the Charter targets is 6%.

Agreed that this should be referred to the Designated Investments Task Group for urgent and more precise quantification.

7. Regulatory Review

Now that the targets have been set, all regulatory impediments to meeting those targets should be urgently identified by the Regulatory Task Group and immediate action taken with the relevant authorities to remove those impediments.

