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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
RBZ to enforce ‘in duplum’ rule (Zimbabwe)
The Reserve Bank of Zimbabwe (RBZ) is compelling banks to adhere to the ‘in duplum’
rule in respect of interest rates. The rule protects debtors by ensuring that their creditors
cannot allow interest to accumulate indefinitely. It also indicates that the total amount of
unpaid interest on a loan or credit transaction may accrue only to an amount equal to the
outstanding capital sum. The RBZ is also ensuring that the local financial institutions to fully
disclose their interest rates, fees and charges. Bulawayo Consumer protection prudential
standards
 
Brokerage and Securities Markets
Amendments to the  JSE equities rules and directives
The Registrar of Securities Services gave notice under the Financial Market Act, 2012 that
the amendments to the JSE equities rules and directives have been approved. The
amendments to JSE equities rules are related to clearing and settlement (including general
pre-trade settlement requirements, general settlement provisions, non-controlled client
settlement obligations, controlled client settlement obligations, member settlement
obligations, breaches of client settlement obligations, rolling of settlement, failed trades,
borrowing of equity securities to prevent a trade from failing, margin on transactions in
equity securities), and default. The amendments to JSE equities directives are related to
transactions and trading procedures, corporate actions, members’ financial management
and reporting, information to be submitted to the settlement authority, borrowing of equity
securities through the settlement authority, lending of funds by the settlement authority,
penalties, and margin on uncovered and uncommitted trades. South African Government
FSB
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National Assembly considering a legislation to stop predatory wage deductions
The National Assembly is considering an amendment bill to curb predatory wage
garnishment (deduction) orders. Officially known as emolument attachment orders (EAO’s),
these are court orders that require employers to deduct payments from the salary of an
employee to service debts. Under current South African law, there is no limit on how much
of a person’s salary can be garnished. The proposed legislation would limit wage
garnishments to a maximum of 25% of a person’s salary. It would also restrict creditors to
only filing EAO orders in the local court where the debtor resides. Creditors will be required
to notify employers and debtors of their intent to file an EAO, and will have to provide a free
monthly statement of the amount of debt remaining. Employers will be required to end
wage garnishments once the debt has been paid off. Fin24
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Market Developments
International
FCA fines a specialist insurance products provider and its former director for client
and insurer money failings (UK)
The Financial Conduct Authority (FCA) fined a specialist insurance products provider
£2,632,000 for failings in relation to its protection of client and insurer money. The company
accumulated a shortfall of £12.6 million in its client and insurer money bank accounts
which, due to systems and controls weaknesses, went undetected for a number of years.
The FCA also fined former Client Money Officer and Director £60,000 and banned him from
having direct responsibility for client and insurer money. FCA
 
The Director of Supervision – retail and authorizations at the FCA speaks on ‘Getting
culture and conduct right - the role of the regulator’ (UK)
The Director of Supervision – retail and authorizations at the FCA spoke on ‘Getting culture
and conduct right - the role of the regulator’ at the 2nd Annual Culture and Conduct Forum
for the Financial Services Industry in London. The key points addressed are as follows:
·         FCA’s ambition for the conduct element of culture is to have the mindsets and

incentives shifting to ensure right things for the consumers and the markets
·         Role of the leaders is to encourage a culture of personal responsibility for the well-

being of the firm as well as the financial services industry
·         Many firms believe that a strong conduct culture which builds consumer trust and

inspires employees is in the economic self-interest of the firms and their shareholders
FCA

 
FCA issues a call for input to the post-implementation review of the FCA’s
crowdfunding rules (UK)
The FCA issued a paper in order to gather feedback from all interested parties relating to
the loan-based crowdfunding sector. In 2014, new rules came into force for the regulation
of crowdfunding platforms operated by firms authorized by the FCA. The FCA committed to
carry out a full post-implementation review of the crowdfunding market and regulatory
framework in 2016 to identify whether further changes are required. This paper sets out
some of the recent developments across the crowdfunding sector and a number of
concerns identified in response. FCA
 
An insurance services provider to refund more than $2 million to the mobile phone
insurance customers following ASIC concerns (Australia)
In response to Australian Securities and Investments Commission’s (ASIC's) concerns
about its compliance with Australian financial services laws, an insurance services provider
will refund approximately $2.4 million to around 175,000 its mobile customers and will write
to around 500,000 customers who may be affected. ASIC’s concerns arose after the
company reported a breach about its failure to provide certain customers with a Product
Disclosure Statement and a Financial Services Guide. This breach affected customers who
purchased mobile phone insurance, and occurred over a number of years. As a result,
many customers may not have been aware of certain key features and limitations of the
insurance that they purchased. ASIC was also concerned that the company had
inadequate compliance systems and processes, such as training, monitoring and
supervision of staff. ASIC
 
OECD releases a standardized format to provide feedback on exchanged CRS
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information (International)
The Organization for Economic Cooperation and Development (OECD) released a
standardized IT-format, “CRS status message XML schema”, to provide feedback on
exchanged common reporting standard (CRS) information. The first automatic exchanges
of financial account information under CRS is scheduled for September 2017, and
jurisdictions are moving to put into place the required legislative, operational, and IT
framework. The jurisdictions will rely on the CRS XML schema for exchanging the
information with each other and to receive information from their financial institutions.
OECD
 
The Committee on Payments and Market Infrastructures issues the final report on
Correspondent banking (International)
The Committee on Payments and Market Infrastructures issued the final report on
Correspondent banking. It builds on an earlier version of the report that underwent public
consultation in late 2015, and helps reduce the costs and concerns affecting correspondent
banking activities. The report provides some basic definitions, outlines the main types of
correspondent banking arrangement, summarizes recent developments, and briefs the key
drivers. It also provides recommendations on certain measures related to know-your-
customer (KYC) utilities, use of the Legal Entity Identifier (LEI) in correspondent banking,
information-sharing initiatives, payment messages, and the use of the LEI as additional
information in payment messages. BIS Press Release, Final Report
 
BCBS issues FAQs on ‘Basel III - The Net Stable Funding Ratio’ (International)
The Basel Committee on Banking Supervision (BCBS) issued frequently asked questions
(FAQs) and answers on Basel III's Net Stable Funding Ratio (NSFR). To promote
consistent global implementation of these requirements, the Committee periodically
reviews frequently asked questions and publishes answers along with the necessary
technical elaboration of the rules text and the related guidance. The Committee has
received a number of interpretation questions related to the October 2014 publication of the
NSFR standard. The FAQs correspond to the text set out in the standard. BIS
 
BCBS publishes revised securitization framework with capital treatment for "simple,
transparent and comparable" securitizations (International)
BCBS published an updated standard for the regulatory capital treatment of securitization
exposures. By including the regulatory capital treatment for simple, transparent and
comparable (STC) securitizations, this standard amends the Committee's 2014 capital
standards for securitizations. The standard sets out additional criteria for differentiating the
capital treatment of STC securitizations from that of other securitization transactions. This
ensures that securitizations with higher-risk underlying exposures do not qualify for the
same capital treatment as STC-compliant transactions. BIS
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Accounting Changes
IFRS publishes an Issue of the IASB Investor Update
The International Financial Reporting Standards (IFRS) published an Issue of the IASB
Investor Update. The Investor Update aims to help the investors in staying updated on the
changes pertaining to financial reporting standards. The July Investor Update focuses
mainly on the areas including current projects that need input from the investment
community, and the information on investor materials as well as the current events. IFRS
 
SAICA publishes a discussion paper
The South African Institute of Chartered Accountants (SAICA) published a discussion
paper. The paper aims to provide an overview of SAICA’s interpretation and perspectives
around mandatory audit firm rotation in the context of it being a possible means of
enhancing auditor independence in South Africa. It is aimed at informing the members at
stimulating discussion, and providing a basis for members to form and provide their views
and comments. SAICA
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The Inside Edge
POPI: Important contractual obligations
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Many organisations may not be aware that the Protection of Personal Information (POPI)
Act places specific contractual obligations on companies and their service providers
handling personal information on their behalf. In this brief video, Nikki Pennel provides
some insights on confidentiality clauses based on experience gained through recent POPI
engagements. Please click here for more details.
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