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Find the latest edition of FinWatch which provides a gist of all regulatory developments
 impacting the financial services industry in South Africa.
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Regulatory Developments
Banking
SARB publishes Financial Stability Review 2016
The South African Reserve Bank (SARB) published a document which highlights how
 financially stable South Africa has been in 2016. It also explains the financial stability
 trends and risks for the year. SARB
 
Others
Regulations on the review of limitations on fees and interest rates looming
The  review of the limitation on fees and interest rates regulations that was published on 06
 November 2015 will come into effect on the 6 May 2016. As per the regulator, the
 maximum interest rate caps for unsecured and short term loans have been lowered, and
 as such consumers will be paying less interest for these loans. However, other fees such
 as initiation fees and service fees have been increased. It advised consumers who will
 take credit as from the 6th May 2016 to check their contracts in order to ensure that they
 have been charged in accordance with the new Regulation. NCR
 
Treasury making it harder to evade tax – Gordhan
South Africa is tightening up on tax evasion as part of measures to reach its target of
 collecting R1.169 trillion in the 2016/17 financial year. This is followed by the 2016
 Panama Papers tax evasion expose. The Finance Minister clarified during the debate on
 Treasury's budget that tax avoidance was not illegal, but that tax evasion was, and that
 efforts to evade tax would be dealt with. Efforts to limit tax evasion included international
 agreements on the international exchange of information, and common reporting
 standards. Country to country reporting by multinational companies is also expected to
 help keep track of required tax contributions in line with levels of activity in South Africa.
 Fin24
 

mailto:fsregulation@kpmg.co.za?subject=General%20enquiry
mailto:fsregulation@kpmg.co.za?subject=General%20enquiry
mailto:fsregulation@kpmg.co.za?subject=Subscribe%20to%20Africa%20CoE%20regulatory%20updates%20newsletter
mailto:fsregulation@kpmg.co.za?subject=Subscribe%20to%20Africa%20CoE%20regulatory%20updates%20newsletter
http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/Africa-Regulatory-Center-of-Excellence/Pages/default.aspx
http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/Africa-Regulatory-Center-of-Excellence/Pages/default.aspx
https://www.resbank.co.za/Lists/News%20and%20Publications/Attachments/7278/FSR%20First%20edition%202016.pdf
https://www.resbank.co.za/Lists/News%20and%20Publications/Attachments/7278/FSR%20First%20edition%202016.pdf
http://www.ncr.org.za/documents/Limitation-on-fees-and-interest-rates.pdf
http://www.ncr.org.za/documents/Limitation-on-fees-and-interest-rates.pdf
http://www.fin24.com/Economy/treasury-making-it-harder-to-evade-tax-gordhan-20160504
http://www.fin24.com/Economy/treasury-making-it-harder-to-evade-tax-gordhan-20160504


FinWatch - A Weekly Newsletter for the week ended May 06 2016 .htm[2016/05/11 10:09:18 AM]

 

Robo-advisors must be licensed, says FSB
The deputy executive officer for Financial Advisory and Intermediary Services (FAIS)
 expressed his thoughts on the online financial advice tools, commonly referred to as robo-
advisors. He said that such advisers must be licensed by the Financial Services Board
 (FSB) in order to provide financial advice. He believes that where robo-advice platforms
 are used directly by consumers, these platforms would either need to register as financial
 services providers (FSPs) themselves or operate off an existing FSP’s license, where
 there are key individuals behind the product responsible for ensuring that the advice is
 appropriate for customers. FSB
 
A commercial bank of South Africa accused of ‘reckless’ lending
A  South African commercial bank is facing two court cases, which could have an impact
 on its lending practices. The bank is accused of alleged abuse of short-term credit facilities
 which it offered to customers. The complainant has claimed that the bank’s practices
 amounted to reckless lending and brought in unjustified profits. It has claimed that the
 bank disguises its multi-loan credit products as a series of short-term "payday loans". It
 charged initiation fees each time a customer renewed a loan, even though there was
 evidence that the customers did not reapply each time they accessed the facility, nor did
 the bank conduct an affordability assessment each time. The bank spokesman said the
 financial institution was aware of the court action and would respond accordingly. BDLive
 Fin24
 
FSB issues a circular to managers and auditors of collective investment schemes
The Financial Services Board (FSB) issued a circular to managers and auditors of
 collective investment schemes. The Collective Investment Scheme Control Act  2002,
 requires a manager to appoint an auditor for the purposes of auditing the business of the
 collective investment scheme. In this regard, the Registrar of Collective Investment
 Schemes has advised the auditors to provide the manager with a report wherein the
 auditor expresses an opinion on the financial position of the manager and its collective
 investment scheme. The auditors must report the key audit matters in their audits of the
 manager and its collective investment scheme’s financial statements for the years ending
 on 31 December 2016 and beyond.
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International

Kenya Insurance firms in race to meet new capital rules (Kenya)
Insurance firms in Kenya are rushing to meet new capital requirements with many firms
 seeking to raise almost 29.7 million dollars in the next 24 months. The Central Bank of
 Kenya and the Kenya Revenue Authority are controlling the provisioning of non-performing
 loans. CBN Africa
 
Law Society to discuss concerns over anti-money laundering reforms (UK)
The Law Society taskforce has planned to meet and discuss the government plans to
 overhaul the UK’s anti-money laundering regime. The meeting is a result of concerns over
 a threat to a statutory defense available to solicitors who report suspicious activity. The
 Home Office and HM Treasury have published a detailed action plan for ‘anti-money
 laundering and counter-terrorist finance’. The action states that the government would
 create powers to enable reporters to be granted immunity for taking specified courses of
 action. Law Gazette
 
Solvency II proposes changes to be made by UK insurance firms (UK)
This Consultation Paper (CP) issued by the Prudential Regulation Authority (PRA), makes
 changes to the internal models that are used by the insurance companies to calculate their
 capital requirement. Bank of England
 
PRA issues a consultation paper on reporting requirements for non-Solvency II
 insurance firms (UK)
The Prudential Regulation Authority (PRA) has issued a consultation paper. The paper sets
 out proposals for new reporting rules in the PRA Rulebook that would apply to insurance
 firms that are outside the scope of Solvency II from 1 January 2016. Collectively, these
 firms are referred to as non-directive firms (NDFs). This consultation proposes to update
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 the current rules which apply to NDFs: transposing PRA Handbook material relevant to
 NDFs into the Rulebook format, amending the reporting rules following the changes to the
 prudential regime for non-Solvency II insurance firms, and proposes to simplify some of
 the requirements. Bank of England
 
Australia proposes reforms to boost anti-money laundering drive (Australia)
Australia proposed changes to simplify its Anti-Money-Laundering (AML) and terrorism
 financing laws, extending the regulations to include intermediaries and professions
 currently not required to report suspicious transactions. The 84 recommendations in a
 statutory review include extending the current anti-money laundering rules to encompass
 accountants, lawyers, real estate agents and dealers in high-value objects such as jewelry.
 In 2015, the global AML body Financial Action Task Force (FATF) found significant gaps in
 Australia's AML framework, particularly in the regulation of professional service providers
 such as lawyers and accountants, who are not covered by existing rules. The recent
 recommendations would help bolster Australia's compliance and enforcement and allow it
 to simplify its AML/counter terrorism financing regulations to minimize red tape and
 duplication. Reuters
 
China financial regulator clamps down on shadow banking (China)
China’s banking regulator is focusing on enforcing the banks to make provisions in order to
 reduce shadow banking. This will affect the financial engineering that Chinese banks have
 used to disguise risky loans as investment products. Shadow banking poses a big risk to
 China’s financial system as many of the products are designed to skirt regulation and
 promote risk-laden investment. Under the new rules, published in April 2016 by the China
 Banking Regulatory Commission, banks can no longer use wealth management funds to
 invest directly or indirectly in their own investment products. The lenders will also have to
 fully provide for the investment products that are based on bank loans. Financial Times
 
BOE overhaul becomes law with new rules for financial services (UK)
Britain’s latest overhaul of financial regulation and the Bank of England (BOE), was signed
 into law after months of debate over how tough the rules should be. The bill includes
 internal changes at the institution that oversees London’s financial center, such as moving
 the Prudential Regulation Authority fully within the BOE and changes to the statutes of the
 Financial Policy Committee, the body that oversees financial stability. The Bank of
 England and Financial Services Bill extends the Senior Managers’ Regime to all financial
 firms, and introduces a “duty of responsibility” for senior figures, as well as a certification
 procedure that will force managers to certify the good conduct of those reporting to them.
 Bloomberg
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Accounting Changes
 
FRSC has issued three Exposure Drafts (EDs) for comment
The Financial Reporting Standards Council (FRSC) issued the following Exposure Drafts:

·         Proposed Financial Reporting Pronouncement on Accounting for Black Economic
 Empowerment (BEE) Transactions under IFRS;

·         Proposed Financial Reporting Pronouncement on Accounting for Black Economic
 Empowerment (BEE) Transactions under IFRS For SMEs; and

·         Proposed Financial Reporting Pronouncement on The Limit on a Defined Benefit
 Asset, Minimum Funding Requirements and their Interaction under IFRS in the
 South African Pension Fund Environment( (Financial Reporting Pronouncement).  

The deadline to submit comments on these Exposure Drafts is 30 June 2016. SAICA
 
IFRS holds webinar on the forthcoming insurance contracts Standard
In January 2016, the International Accounting Standards Board completed its planned
 technical decisions for the forthcoming insurance contracts Standard. It has posted a
 webinar providing an overview of those tentative decisions, ‘Modifications to the general
 model: variable fee contracts’. IFRS
 
IFRS - 11th meeting of the Emerging Economies Group
The International Financial Reporting Standards (IFRS) will be holding a meeting on 3 & 4
 May 2016 in Turkey. The meeting will include the following points:
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·         Government grant accounting: International Accounting Standards (IAS) 20
 implementation issues

·         Amendments to IAS 20 accounting for Government grants and disclosure of
 Government assistance

·         IAS 20 accounting for Government grants and disclosure of Government
 assistance: Accounting for repayable cash payments IFRS
 

IFRS - April IFRS for SMEs Update published
The IFRS published April 2016 IFRS for SMEs which includes:

·         Update on selection process for membership of the SME Implementation Group
·         Update on global use of the IFRS for small and medium companies
·         IFRS for SMEs translations: status report
·         Where to obtain IFRS for SMEs materials IFRS

 
To Top

The Inside Edge
Overview of the Ombudsman for Banking Services – Annual Report for 2015
KPMG has issued an overview of the Ombudsman for Banking Services – Annual Report
 for 2015. The report provides instances of different cases that have been resolved by the
 Ombudsman. Please click here for further details.
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