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Regulatory Developments
Banking

SARB issues a circular on the status of previously issued circulars and directives
The South African Reserve Bank (SARB) has issued a circular on the status of the
previously issued circulars and directives. As per the circular, the Office of the Registrar of
Banks in SARB will annually confirm their status. The purpose is to ensure that the banks,
controlling companies, eligible institutions and auditors of a bank remain effective. The
addressees  are also notified that contrary to the process where the status of circulars are
annually confirmed, the directives issued in terms of the Banks Act remain effective until
they are withdrawn in writing by the Registrar of Banks in terms of the Banks Act. The
circular has also provided a list of circulars and directives that remain effective. For more
information, please contact John Martin. SARB

SARB issues a guidance note in terms of the Banks Act
The SARB issued a guidance note ‘G2/2017’ in terms of the Banks Act. The note serves
to inform all the banks, controlling companies, and branches of foreign institutions of the
flavor-of-the-year topics for the discussion to be held with the respective Boards of
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Directors during 2017. The topics include risk data aggregation and risk reporting, and
implementation of the requirements of King IV report on corporate governance. The
purpose of the meetings is to assist the Office of the Registrar of Banks in discharging its
supervisory responsibilities. Please contact Auguste Claude-Nguetsop for more
information on risk data aggregation and risk reporting, and Kerry Jenkins for more
information on the implementation of the requirements of the King IV report on corporate
governance.
 
SARB extends the deadline and Information Session on proposed Macro-prudential
Policy Framework
The South African Reserve Bank (SARB) has extended the deadline for enquiries,
suggestions or comments on the discussion document ‘A new macro-prudential policy
framework for South Africa,’ to 31 March 2017. Ahead of the deadline, the interested
parties are invited to participate in an information session regarding the proposed approach
to a new macro-prudential policy framework. The session will take place on 16 March 2017
in Pretoria, Gauteng. The discussion paper outlines SARB’s proposed approach to
executing its financial stability policy mandate. It discusses the institutional structure, the
objectives of macro-prudential policy, and the decision-making process to be applied in the
process of activating macro-prudential instruments. It also describes a range of possible
instruments to be used in mitigating systemic risk. Please contact KPMG’s Johan
Scheepers for more detail. SARB
 
Brokerage & Securities Market

Registrar of Securities Services approves the amendments to the JSE Derivatives
Rules and Directives
The Registrar of Securities Services gave notice under the Financial Markets Act, 2012 that
the proposed amendments to the JSE Derivatives Rules and Directives have been
approved. These amendments mainly pertain to the areas including Interpretation and
definitions; Buying and selling of derivative securities; and Off-ATS Transactions. The
amendments came into operation on 3 February 2017. For more information, please
contact Riaz Muradmia. FSB Press Releases, Amendments
 

Insurance

A financial services provider launches pay-as-you-go accident cover app
A financial services provider has launched a pay-as-you-go accident cover app, ‘Go Cover’.
The app will help the South Africans and tourists visiting the country in purchasing instant
accident cover on demand via their smart phones. The app requires a once-off registration
after downloading and optional nomination of a beneficiary or contact person. The
smartphone users can secure up to R1 million cover for twenty-four hours or for an
extended period of up to 30 days. The app was built on observations of how the digital era
has transformed the way consumers buy products. Insurance Gateway
 
 
Others

Agreement signed between the Government of the Republic of South Africa and the
Government of the Republic of Zimbabwe
The Government of the Republic of South Africa has entered into an agreement with the
Government of the Republic of Zimbabwe, in In terms of the Income Tax Act, 1962. The
purpose was to avoid double taxation and prevent fiscal evasion with respect to taxes on
income. The date of entry into force was 1 December 2016. The agreement covers the
areas including income from immovable property, business profits, international transport,
associated enterprises, and pensions and annuities. To discuss this and other tax matters,
please contact Robyn Berger. SARS
 
SARS releases a second guide item for implementing the FATCA regime
The South African Revenue Service (SARS) released a second guide item for
implementing the Foreign Account Tax Compliance Act (FATCA) regime. The SARS
release provides guidance on the application and interpretation of specific issues arising
from the statutory requirements imposed on South African financial institutions under the
FATCA intergovernmental agreement (IGA) between South Africa and the US. In the same
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context, a KPMG member firm in South Africa has prepared a report on the same context,
highlighting the key changes in the guide. Please contact Finn Elliot for more information.
KPMG
 
National Treasury highlights importance of FATF standards for South Africa
During a briefing to parliament on preliminary and draft responses to public comment on
the Financial Intelligence Centre Amendment (FICA) Bill, National treasury stressed that it
is critical for South Africa to comply with Financial Action Task Force (FATF) standards as
this would be in the country’s best interests. Public hearings were recently held on the Bill
returned to the Parliament for reconsideration at the end of 2016, due to the President’s
concerns about the constitutionality of warrantless searches conducted by inspectors.
Please contact Tersia Rossouw for more information.
Sabinet Law
 
DTI makes a set of regulatory announcements
The Department of Trade and Industry made the following regulatory
announcements:
·        The DTI published the Final Credit Life Insurance Regulations in Gazette 40606:

The regulations were drawn up in terms of the National Credit Act. They were published
for comment in November 2015. The regulations contain the maximum limits that a
credit provider can charge a consumer for credit life insurance. The limits are calculated
based on the total outstanding amounts owed by consumers in terms of credit
agreements. Consumers may only be charged R2 per R1000 of the deferred amount in
terms of mortgage agreements while credit facilities carry a R4.50 per R1000 cost of
the average utilization of the credit limit in the billing cycle. As regards short term credit
transactions, the limit is set at R4.50 per R1000 of the deferred amount. The
regulations also deal with exclusions and limitations of cover, benefits in addition to the
minimum benefits, annual charging of credit life insurance and substitution of credit life
insurance policy. The regulations will come into effect six months after the date of
publication and will only affect credit agreements entered into on or after the
commencement date. According to the Minister of Trade and Industry, these
Regulations will come into effect six months after the date of publication and will only
affect credit agreements entered into on or after the commencement date. For more
information, please contact KPMG’s Nicky Kingwill.

·        The DTI plans to propose amendments to Companies Act to provide clarity on
compliance with social and ethics committees: The DTI will approach Parliament to
request permission to amend the Companies Act during this year. This was said by the
Acting Deputy Director-General in the Consumer and Corporate Regulations Division of
the DTI. He said the legislation was not clear with regards to compliance of foreign
companies with the clause on the creation of the SECs in the companies and how
these companies should take responsibility with regards to ethics issues in the areas
they operate. He highlighted that currently things were not working as they were
supposed to and that it was important for government and private companies to engage
to ensure that the challenges were properly handled. To discuss this topic further,
please contact Kerry Jenkins.

·        The DTI organizes a presentation to enable the Portfolio Committee (PC) to gain
a broad understanding of intellectual property in all its forms: Among other things,
this presentation covered aspects pertaining to trade related aspects of IP agreement,
forms of intellectual property, reciprocal arrangements, key nuances pertaining to the
Reformers Protection Amendment Bill, etc. The DTI document also touches upon the
salient aspects of the Trade Related Aspects of Intellectual Property (TRIPS
Agreement).
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Market Developments
Africa

Bank of Namibia warns of rising counterfeiting activities, urges the public to be more
vigilant (Namibia)
The Bank of Namibia has witnessed another case of counterfeiting that took place recently.
The counterfeits were discovered when two individuals used some of the counterfeit money
for purchasing, which was caught following an inspection. The suspects have been
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remanded in custody. The law provides that where a person is convicted of an offence
under the Bank of Namibia Act subject to the Prevention of Counterfeiting of Currency Act,
that person shall be liable on conviction to a fine not exceeding N$100,000 or to
imprisonment for a period not exceeding seven years, or to both such fine and
imprisonment. The Bank of Namibia has also requested members of the public to continue
sharing any information regarding counterfeiting activities wherever they may occur to
prevent such instances. Bank of Namibia
 
Application of International Standard on Auditing (ISA) 701 in the banking sector
(Nigeria)
The Central Bank of Nigeria has drawn attention of all the banks and their external
auditors to the Rule 9 (Application of International Standard on Auditing (ISA) 701 -
Communicating Key Audit Matters in the Independent Auditor’s Report) of the Financial
Reporting Council of Nigeria (FRCN). The Rule requires independent auditors of listed
and unlisted entities to comply with the requirements of ISA 701 for audit of financial
statements for periods ending on or after 15 December 2016 and 30 June 2017,
respectively. The purpose is to ensure a smooth implementation of ISA 701 in the
Nigerian banking industry. Also, the auditors’ reports accompanying audited financial
statements of all the banks for the applicable periods are recommended to be compliant
with ISA 701. Central Bank of Nigeria
 
Cross-Border Banking and Regulatory Reforms: Implications for Africa from
International Experience – Speech by the Governor of the Bank of Mauritius
(Mauritius)
On February 1, 2017, the Governor of the Bank of Mauritius, addressed the joint
IMF/BCBS/Making Finance Work for Africa Conference. The main theme covered by him
included the journey of the banking industry in Mauritius. In his speech, the Governor
touched upon the history of payment and settlement infrastructure in the country, the
evolution of banking regulation, the sweeping reforms to the Bank of Mauritius Act, and
touched upon some of statistics characterizing the banking industry in Mauritius. He also
mentioned some of the regulatory and supervisory initiatives undertaken by the Bank of
Mauritius. Some of these include:
·        MOUs on cross border supervision and information sharing with 16 of its counterparts
·        Besides carrying out onsite examination of overseas subsidiaries of local banks, the

Bank has also engaged with its foreign counterparts to carry out joint examinations of
entities falling under its purview

·        The Bank of Mauritius Act and the Banking Act were amended to enhance both
consolidated and conglomerate supervision

·        The Bank of Mauritius has continuously upgraded its guidelines on AML/CFT in line
with FATF recommendations

·        Given the acceleration of cross-border banking activities, the Bank of Mauritius is
currently strengthening its risk-based supervisory framework

 
International

PRA reminds firms on the effective date of requirements related to the strengthening
accountability regimes (UK)
The Prudential Regulations Authority (PRA) has reminded the firms on the effective date of
the requirements related to the strengthening accountability regimes. It also shared the
latest updates, the background and the key changes to the accountability regimes for PRA
regulated firms. On 7 March 2017, the requirements related to the following aspects of the
strengthening accountability regimes would take effect:
·         The regulatory reference requirements, made in a policy statement 'Strengthening

accountability in banking and insurance: PRA requirements on regulatory references
(part II)'

·         Senior Managers & Certification Regime, related Financial Conduct Authority (FCA)
requirements such as the implementation of the 'full' Certification Regime and the
rolling out of the Conduct Rules to a wider range of employees Bank of England

 
FCA opens discussion on regulatory approach to open-ended funds investing in
illiquid assets (UK)
The Financial Conduct Authority (FCA) has published a discussion paper. The paper
seeks stakeholder views on the practice of investing in illiquid assets through open-ended
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funds and the challenges that can pose to managers and investors. Illiquid assets in the
context of this paper may include land and buildings, infrastructure and financial assets
such as unlisted securities. One of the key issues the paper raises is the balance of
interests between investors who want to withdraw their money and those who want to
remain. Open-ended funds that invest in illiquid assets can encounter difficulties if
investors expect to be able to withdraw their money at short notice. This discussion paper
would help in gathering some evidences to decide whether changes to the FCA’s
regulatory approach are needed to enhance market stability and promote competition in
this sector, while protecting consumers. Feedback on the discussion paper are invited by
8 May 2017. FCA Press Release, Discussion Paper
 
The US President orders review that could relax Dodd-Frank bank rules (US)
The US President has signed an executive order to review the 2010 Dodd-Frank financial
regulations, which are believed to be overly-restrictive. The law was introduced after the
2008-09 financial crisis, with the aim of avoiding another financial meltdown. The
President has made it a campaign pledge to repeal and replace the Dodd-Frank Act. The
Trump administration officials believe that Dodd-Frank could not achieve what was
expected, and resulted in the government being overly-controlling. Hence, unwinding
some of its provisions are expected to enable smaller community banks to compete,
offering competition to consumers. BBC, WSJ
 
OECD invites taxpayer input on peer reviews of Dispute Resolution (BEPS Action 14)
(International)
The Organization for Economic Co-operation and Development (OECD) has invited
taxpayer input on peer reviews of Dispute Resolution. The Mutual Agreement Procedure
(MAP) peer review and monitoring process under Action 14 of the BEPS Action Plan was
launched in December 2016 with the first peer reviews of Belgium, Canada, the
Netherlands, Switzerland, the UK and the US. The peer review process is conducted in two
stages. Under Stage 1, implementation of the Action 14 minimum standard is evaluated for
Inclusive Framework members. Stage 2 focuses on monitoring the follow-up of the
recommendations resulting from the jurisdictions' first stage report. The OECD is now
gathering input for Stage 1 peer reviews of Austria, France, Germany, Italy, Liechtenstein,
Luxembourg and Sweden, and has invited the taxpayers to submit input on specific issues
relating to access to MAP, clarity and availability of MAP guidance and the timely
implementation of MAP agreements for each of these jurisdictions using the taxpayer input
questionnaire. Inputs are invited by 27 February 2017. OECD
 
Seven more jurisdictions sign tax co-operation agreement to enable automatic
sharing of CbC information (BEPS Action 13) (International)
In order to boost transparency by multinational enterprises (MNEs), seven more
jurisdictions including Gabon, Hungary, Indonesia, Lithuania, Malta, Mauritius and the
Russian Federation have signed the Multilateral Competent Authority Agreement for
Country-by-Country Reporting (CbC MCAA). This has brought the total number of
signatories to 57. The CbC MCAA is a mechanism that allows signatories to automatically
exchange CbC Reports with each other, as contemplated by Action 13 of the Base Erosion
and Profit Shifting (BEPS) Action Plan. It is expected to help ensure that tax
administrations obtain a better understanding of how MNEs structure their operations, while
ensuring that the confidentiality and appropriate use of such information is safeguarded.
The agreement was signed on 26 and 27 January 2017. OECD
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Accounting Changes
IRBA welcomes public hearing into audit firm rotation
The article states that independent Regulatory Board for Auditors (IRBA) has welcomed a
public hearing scheduled by the Standing Committee on Finance (SCOF), to be held in
Parliament on 15 February 2017. The hearing would be on the regulator’s measures to
strengthen auditor independence and contribute to the efficiency of capital markets. In
August 2016, IRBA had decided that the preferred solution to achieve adequate auditor
independence was Mandatory Audit Firm Rotation (MAFR). On 15 November 2016, the
IRBA was invited to parliament to present the MAFR proposals to SCOF. The committee
then suggested to assist the process by hosting a hearing in early 2017. IRBA
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IFAC publishes a report on further steps for its Member Compliance Program
The International Federation of Accountants (IFAC) has published a report ‘2017 Work
Program’, setting out the further steps of its Member Compliance Program. The IFAC
Member Compliance Program serves the public interest by promoting the adoption and
supporting the implementation of international standards on private and public sector
accounting, auditing, ethics, and education, as well as related quality assurance and
enforcement mechanisms establishment. The report covers the Program’s strategic
objectives for 2016–2018, summary of 2016 results, and the focus of 2017 activities. As per
the report, The Program’s strategic objectives for 2016–2018 are:
·         Enhancing monitoring of member organizations’ compliance with membership

requirements;
·         Enhancing reporting on the status of adoption of international standards, Quality

Assurance (QA), and Investigative and Disciplinary (I&D) systems; and
·         Increasing support for adoption and implementation efforts of member organizations

and national authorities
The Program’s focus for 2017 would be mainly on the following elements:
·         Implementation of the Enhanced Enforcement Framework
·         Implementation of the Dashboard Reports (DBR) Initiative to assess the status of

adoption of international standards in the jurisdictions
·         Review of Compliance Program’s Tools, such as the self-assessment questionnaire

IFAC
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Upcoming Events and Conferences

IASB to recording a webcast addressing modification requirements in IFRS 16
The International Accounting Standards Board (IASB) will be recording a webcast
addressing modification requirements in International Financial Reporting Standards (IFRS)
16, and questions from those currently implementing the new standard. This webcast is
expected to be published in March 2017 and a subsequent webcast in planned series on
lessee disclosure requirements is expected to be published in May 2017. IFRS
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The Inside Edge
 
"Ensuring protection of your personal information and promotion of access to information.
We have chosen this as our tag line because this is exactly what we have been set up to
do.“ stated Adv. Pansy Tlakula, Chairperson Information Regulator at her briefing on the
work of the Information Regulator on 13 February 2017.
 
The Information Regulator conducted its first media briefing yesterday and confirmed that
they are in the process of drafting regulations which should be tabled in Parliament in the
next few months.
 
For the full briefing, please click here to visit their website. For further information on POPI,
please visit KPMG’s website.
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Please click here to access the previous issues of the External edition of FinWatch
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