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Regulatory Developments
Banking

Public hearings on financial sector regulation “Twin peaks” Bill
 The Standing Committee on Finance on 10/02/16 conducted a public hearing on the
 Financial Sector Regulation “Twin Peaks” Bill followed by a response from National
 Treasury and deliberations. Parliament of the Republic of South Africa

Guidance note 2/2016 issued in terms of section 6 (5) of the Banks Act 94 of 1990
 The South African Reserve Bank (SARB) issued a guidance note to inform all banks,
 controlling companies and branches of foreign institutions of the two topics on which
 discussions will be held in 2016. The two topics are: IFRS 9 Financial Instruments and
 Cyber Security. All the Banks will be required to make a presentation on these topics.
 SARB

State of the Nation Address (SONA) 2016 Speech
 During the State of the Nation Address by Jacob G Zuma, President of the Republic of
 South Africa, he announced that the banks, through the Banking Association of South
 Africa, are to launch a project aimed at establishing a center of excellence for financial
 services and leadership training. This will help in nurturing, developing and retaining the
 required talent in financial services in South Africa and across the continent. They will
 work with the Minister of Finance and the National Treasury to get this done. CNBC

Four notices published by SARB in Government Gazette
 South African Reserve Bank (SARB) published the following notices:

A notice was given in accordance with the provisions the Banks Act, 1990, that ICICI
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 Bank Limited was authorized by the Registrar of Banks, with effect from 29
 September 2015, to conduct the business of a bank by means of a branch in the
 Republic of South Africa South African Government
a notice was given that the consent granted to The Royal Bank of Scotland Pic, by
 the Registrar of Banks, to maintain a representative office of a foreign institution in
 the Republic of South Africa was withdrawn with effect from 31 July 2015 SARB
 South African Government
a notice was given that the consent granted to UBS AG, by the Registrar of Banks,
 to maintain a representative office of a foreign institution in the Republic of South
 Africa was withdrawn with effect from 29 January 2016 Green Gazette
a notice was given in accordance with the provisions of the Banks Act, that
 CaixaBank, S.A., an institution that lawfully conducts business similar to the
 business of a bank in Spain, has been granted permission by the Registrar of
 Banks to establish a representative office within the Republic of South Africa, with
 effect from 15 December 2015. The representative office referred to above is
 however not authorized to conduct the business of a bank in the Republic of South
 Africa South African Government

Investment Management

Draft Notice and Explanatory Memorandum of Financial Services Board Funds Act
 No. 24 of 1956 – Financial Soundness
 The registrar of pension funds prescribed the criteria for financial soundness and the
 valuation basis in terms of which financial soundness is determined as well as particulars
 relevant to a scheme of arrangement, as set out in the Schedule. The registrar may
 direct a fund that is not in a sound financial condition to submit a scheme, to bring the
 fund into a financially sound condition within such period, and subject to such conditions,
 as determined by the registrar. Draft Notice Explanatory Memorandum

Document for consultation issued by FSB
 The Financial Services Board (FSB) issued a document for consultation. In the
 document, the registrar of pension funds prescribed the criteria for financial soundness
 and the valuation basis in terms of which financial soundness is determined as well as
 particulars relevant to a scheme of arrangement, as set out in the Schedule. FSB

Draft Notice and Explanatory Memorandum of Financial Services Board Funds Act
 No. 24 of 1956 – Financial Soundness
 Generally, since a REIT distributes most of its net income to its investors, the REIT itself
 usually pays little or no income tax; instead, the shareholder pays income tax on the
 distributions received from the REIT.  The distribution is eligible for a deduction only if it
 falls within the definition of ‘qualifying distribution’ within the Income Tax Act. In this
 context, the South African Revenue Service (SARS) pronounced a verdict which makes
 it clear that REITs must take sufficient care at the time of their formation, incorporation
 and listing to ensure that they distribution becomes ‘qualifying distribution’ and
 consequently exempt from tax. Link

Others

Taxation Laws Amendment Act cannot be postponed - ASISA
 The Association for Savings and Investment South Africa (ASISA) has noted with
 concern reports that the Taxation Laws Amendment Act may be postponed. The Act,
 which is due to take effect on 1 March 2016, addresses the harmonization of the tax
 treatment of retirement funds, as well as deals with important tax amendments and
 clarifications that are critical for both corporate and individual tax payers in South Africa.
 ASISA believes that yet another postponement would be an injustice to the citizens, and
 would create more policy uncertainty. Member companies of ASISA are on track to
 implement the required harmonization of the tax treatment of retirement funds following
 costly systems enhancements. Money Marketing

Resolution needed over tax legislation stalemate
 Government is looking at ways to resolve the stalemate on the controversial new pension
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 fund legislation, the Presidency said. As per eNCA’s report, the Minister in the
 Presidency for Planning, Monitoring, and Evaluation Jeff Radebe met with the Cosatu
 leadership, in line with his mandate from President Jacob Zuma to find an urgent solution
 to the Taxation Laws Amendment Act stalemate. Both government and Cosatu had
 agreed that a solution should be expedited to resolve the impasse. In this regard, the
 Presidency is working with relevant government departments to find the quickest
 possible legal route to resolving the issues. It was also agreed that the affected parties
 should be given enough time to discuss the matter with a view to reaching consensus.
 The report said Cosatu is planning a general strike to protest against the Taxation Law
 Amendment Act, which provides for people who retire or resign to withdraw only a third
 of their retirement savings and compels them to invest the balance in an annuity. The
 report said other trade unions have also reacted against the legislation and are planning
 their own protest action. Legal Brief

Lewis in move to curb cost confusion
 Lewis Group announced that it will be launching a specialized call center to enhance
 compliance, transparency and oversight of its in-store sales and credit application
 process. The call will be between the customer and the call center agent without any
 intervention from the store manager or store staff. Even though more than 50% of Lewis'
 business is with existing customers, all customers will go through this process. The
 group aims at limiting any potential misunderstandings of the costs, services and fees to
 be paid by the customer. After the completion of every credit sale application in-store the
 manager will now ensure that the customer immediately speaks to a call center agent.
 Sowetan Live

Credit Bureau circular on the 2015 Form 43 reports
 The National Credit Regulator (NCR) issued circular no. 2, applicable to both credit
 bureaus and their independent auditors. It is a supplement to the existing guidelines –
 Guidelines No. 003/2009. The purpose of this circular is to inform the registered credit
 bureaus and their independent auditors on the NCR’s expectation for the 2015 annual
 compliance report by credit bureaus as outlined in Section 52(6) and Regulation 70. The
 NCR expects the registered bureau and independent auditors to report on some
 additional items in the 2015 Form 43 reports, including Amendment to Regulation 19(6),
 Regulation 18(4)(c) and Regulation 19(12), Regulation 19(6), Regulation 19(7),
 Regulation 17, and Regulation 19(10). NCR

The National Credit Regulator is busy undertaking investigations to see whether
 the financial services sector is complying with the Affordability Assessment
 Regulations that came into force in September 2015. 
 The trade and industry department announced this during a briefing on the regulations in
 parliament this week.
 The regulations call on credit providers to “take practicable steps” to assess a
 consumer’s income status to ascertain whether repayment of a loan can be made.
 Three months bank statements or payslips must be looked at.
 Importantly, the consumer has to provide the credit provider with authentic
 documentation in order to carry out the assessment effectively.
 A consumer’s credit profile as contained in a credit bureau must also be considered.
The department also reminded committee members that the regulations on interest
 rates and fees, formulated in terms of the National Credit Act, will kick in on 6 May
 2016.

National Credit Regulations & Affordability Assessment Regulations
 The National Credit Regulations & Affordability Assessment Regulations were published
 on 13 March 2015 in the Government Gazette by the Department of Trade and Industry
 (DTI). These regulations have brought:

Criteria for Affordability Assessment (e.g., Maintenance and Social Grants)
Registration by all credit providers
Powers of National Credit Regulator to investigate reckless matters
Power of National Consumer Tribunal to adjudicate reckless matters
Disclosure of total cost of credit and capping of credit insurance
Prohibition of sale and collection of prescribed debt

http://legalbrief.co.za/diary/legalbrief-workplace/story/resolution-needed-over-tax-legislation-stalemate/
http://www.sowetanlive.co.za/news/2016/02/09/lewis-in-move-to-curb-cost-confusion
http://www.ncr.org.za/documents/Circulars/152AD%20NCR%20Circular2%20297x210%20Rev2.pdf
http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/Financial-Services/Pages/National-Credit-Act.aspx
http://www.kpmg.com/ZA/en/IssuesAndInsights/ArticlesPublications/Financial-Services/Pages/Affordability-Assessment-Regulations.aspx
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Automatic removal of adverse credit information DTI
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Market Developments
International

Basel Committee revises general guide to account opening and customer
 identification (Global)
 The Basel Committee on Banking Supervision (Basel Committee) announced on
 February 4, 2016, that it has revised its General guide to account opening and customer
 identification, which was first published in 2003, and re-issued it as an annex to the
 guidelines on Sound management of risks related to money laundering and financing of
 terrorism, which was first published in January 2014. The Basel Committee states that
 the policies and procedures for account opening must reflect AML/CFT (anti-money
 laundering / combatting the financing of terrorism) obligations. In addition, the Basel
 Committee states the revised general guide takes into account the enhancements to the
 Financial Action Task Force (FATF) Recommendations and related guidance, adding
 that the guide aims to support banks in implementing the FATF standards and guidance,
 which require the adoption of specific policies and procedures, particularly on account
 opening. Press Statement Guidelines

Crowd-sourced funding passes the House (Australia)
 Corporations Amendment (Crowd-sourced Funding) Bill passed the House of
 Representatives. It sets the framework for crowd-sourced equity funding:

allows unlisted public companies with less than $5m in assets and less than $5m in
 annual turnover;
sets an investor cap of $10,000 per issuance per 12-month period;
provides a five year holiday from some reporting and governance requirements for
 unlisted public companies; and
sets a cooling off period of five days after making an investment Australian
 Government

To Top

Upcoming Events and Conferences
Sixth joint BIS-ECB world bank public investors conference
 The Bank for International Settlements (BIS), the World Bank and the Bank of Canada
 are jointly organizing the Sixth Joint Public Investors Conference. The conference is
 targeted at experts from the community of central banks and sovereign wealth managers
 (including commodity savings funds and sovereign pension funds) as well as academics.
 It aims to facilitate an ongoing dialogue between the reserve and asset management
 specialists of the participating organizations, encouraging knowledge sharing and
 collaboration across organizations, and fostering the development and dissemination of
 the best practices in public sector portfolio and risk management. It will take place at the
 World Bank in Washington DC on 7 & 8 November 2016. BIS

Global Regulatory SGI Lead in SA (KPMG US)
 Jim Low, the KPMG Global Regulator lead will be in South Africa at the end of March.
 Jim will be in South Africa to share insights on the KPMG Regulatory Positioning Tool
 (RPS). RPS empowers organizations to take control over regulatory change across the
 globe and proactively manage the impact regulation has on businesses today. Offering a
 comprehensive solution for regulatory compliance, RPS provides access to the most
 current world wide regulatory and legislation data across all industries on demand.
 Should you wish to learn more about this tool and its development, please do contact us

Konduct tool experts coming to SA (KPMG UK)
 >The finance minister of South Africa tabled the Financial Sector Regulation Bill (FSR
 Bill) B34-2015, in October 2015, giving a legislative shape to the Twin Peaks regulatory
 system in South Africa. The Bill aims to establish the Prudential Authority and the
 Financial Sector Conduct Authority, to enhance financial stability in the country by

https://www.thedti.gov.za/news2015/National_Credit_Amendment_Act.pdf
https://www.bis.org/bcbs/publ/d353.htm
https://www.bis.org/bcbs/publ/d353.htm
https://www.bis.org/bcbs/publ/d353.pdf
http://kmo.ministers.treasury.gov.au/media-release/007-2016/?utm_source=wysija&utm_medium=email&utm_campaign=Media+Release+%E2%80%93+Crowd-sourced+funding+passes+the+House
http://kmo.ministers.treasury.gov.au/media-release/007-2016/?utm_source=wysija&utm_medium=email&utm_campaign=Media+Release+%E2%80%93+Crowd-sourced+funding+passes+the+House
http://kmo.ministers.treasury.gov.au/media-release/007-2016/?utm_source=wysija&utm_medium=email&utm_campaign=Media+Release+%E2%80%93+Crowd-sourced+funding+passes+the+House
https://www.bis.org/events/sixth_public_investors_conf_2016.htm
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 regulating and supervising financial product providers and financial services providers.
 MI and reporting are clearly a priority under this framework with all indications suggesting
 that the regulator will be focusing on:

how the entity is pulling MI together and analysing it from an outcomes lense;
whether the entity has a summarized, sensible and meaningful view of MI on Market
 Conduct; and
whether this view results in a risk-based prioritization of Market Conduct risk

To this end, our global Regulatory Centre of Excellence has created a tool for extracting,
 collating and analysing data from disparate business systems. The tool, called Konduct,
 uses the data to measure the Market Conduct metrics determined by the business to be
 the most important in meeting each of the six TCF outcomes. Our Konduct tool experts in
 London will be in South Africa from 7 to 10 March, should you wish to see a
 demonstration of the tool, please contact us

To Top

The Inside Edge
Regulatory and reporting requirements are likely to be very high on management’s
 agenda for the foreseeable future, taking considerable time, budget and resources
 across the organisation. It will be easy to get lost in the complexity of the numerous and
 onerous requirements from all these changes and deliver something that can miss the
 mark and not deliver adequate business value. Particularly if delivery programmes are
 developed independently rather than holistically, looking at all current and future
 requirements, as well as considering what management would like to achieve as part of
 the overall delivery.

To get the best outcomes, it is critical to have:

a high level view and understanding of all the requirements,
the right sponsorship and involvement across the organisation, and
programme design for work streams in a way that avoids duplication and products
 that are either future-proof or can be added onto efficiently for future needs (for
 example: data, reports, modelling tools etc.)

The attached summary provides a high level comparison of the current and upcoming
 requirements for banks and insurance companies and shows areas of significant overlap.
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