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Regulatory Developments
Banking

National Treasury published Regulatory
Amendments for Tax-free Savings Account
The National Treasury will publish amendments
to tax free saving accounts shortly. The
amendments will specify the process for
transfers, clarify the policy position on
performance fees in underlying funds, give
guidance on the adequate and consistent
disclosure of returns to fixed deposit tax free
savings accounts, include various provisions to
enable the regulator to adequately oversee
product offerings, align the rules of access for
fixed deposits and include Postbank as a product
provider.
The following changes were proposed in the
press release
-
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Individual product providers may not accept
contributions that exceed the annual and
lifetime contribution limits for any investor in
respect of accounts held with that particular
provider.

-    Transfers of tax free savings accounts can
only be implemented between product
providers as per investor instructions.

-    Fixed deposit products will now be required to
disclose a rate of return.

-    Performance fees are not permitted in tax free
savings accounts.

-    The rules of access to tax free savings
accounts for fixed deposits will be aligned
with existing fixed deposits.

Product providers will be required to notify the
Financial Services Board (FSB) within a calendar
month before a new tax free savings account
product is advertised. Please contact KPMG’s
Melissa Duffy for more information. National
Treasury
 
 
Insurance

FSB released a notice on Long term
Insurance Contract
The board notice released by Financial
Services Board (FSB) contains the revised
penalty amount for failure to furnish registrar
with returns which will come into operation from
28th February. FSB
 
FSB released a notice on Short term
Insurance Contract
The board notice released by Financial Services
Board (FSB) contains the revised penalty amount
for failure to furnish registrar with returns which
will come into operation from 28th February. For
more information, please contact Derek Vice.
FSB
 
Others

Excerpts pertaining to the financial services
regulation from the Budget speech presented
by Mr. Pravin Gordhan on 22nd February
The verbatim has been captured under the
following heads:
-    Financial sector transformation and

regulation:
“Since the global financial crisis in 2008, we
together with our partners in the G-20, have
been on a long journey to make the banking
system safer, and prevent the type of
economic crisis that systemically important
banks can trigger. We responded with a
series of substantial, intrusive and intensive
regulatory reforms. Cabinet approved the
shift to the Twin Peaks regulatory system to
make the financial sector safer and serve SA
better, introducing the following structural
reforms to our regulatory system.” For further
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information on Twin Peaks, please contact
Finn Elliot.

-    “As we have seen recently with the
Competition Commission investigation, there
is evidence of a collusive culture at trading
desks in banks. It is precisely to deal with
such abuses that we have proposed a
dedicated market conduct regulator, and we
hope Parliament will pass this Bill as soon as
possible. Collusion must be stamped out
whether it is in banking, construction or the
bread industry. But banks need tougher rules
to cover financial market abuses, and the
Reserve Bank and National Treasury have
initiated work on a more comprehensive
Financial Markets Review under the
leadership of former Deputy Governor James
Cross, to build on the Review conducted in
2014.” Please contact Mark Danckwerts for
more information on Market Conduct.

-    “Although progress has been made in
transforming the financial sector, more needs
to be done to broaden access through more
affordable financial services, improve market
conduct, ensure employment equity at top
management levels, provide procurement
opportunities and transform ownership.”
Please contact Nhlamu Dlomu to discuss
further.

-    We live in an era of rapid technological
change. Three new banks have been
granted provisional licenses and two new
stock exchanges. Their business models are
based on technological innovation with
potential to bring services more cost
effectively to more people. Please contact
Frank Rizzo. National Treasury

 
Financial Services Board (FSB) held its 10th

Annual Financial Advisory and Intermediary
Services (FAIS) Conference in Johannesburg.
FAIS conference held in Johannesburg  by the
FSB covered up the following amendments,
reviews and regulatory bills:
-    Speaking at the conference, Ms. Caroline Da

Silva: Deputy Executive Officer (DEO) for
FAIS (Financial Advisory and Intermediary
Services at the FSB said; “the Financial
Sector Regulation Bill (the bill that provides a
framework for the implementation of the Twin
Peaks model of regulation) is currently going
through the parliamentary phases and will go
through another round of consultation by the
National Council of Provinces (NCOP) on 29
March 2017. This would effectively means
that the envisaged date for the
implementation of Twin Peaks has been
postponed and will be guided by the
Parliamentary process. Please contact Finn
Elliot for more information.

-    The conference covered amendments to FAIS
‘Fit and Proper’ codes of conduct as well as
shifts in approach to supervision and
compliance to demonstrate how they are
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aligning with the future approach of
proportionate, outcomes based, inclusion
and the promotion of transformation. For
more information, please contact Finn Elliot.

-   Retail Distribution Review (RDR) was also
discussed at the conference. RDR is
legislation, which outlays an interventionist
approach to market conduct regulation. Its
intention is to ensure that financial products
are distributed in ways that support the
delivery of the Treating Customers Fairly
(TCF) outcomes Please contact Michelle
Dubois for more information. Insurance
gateway

 
The Financial Intelligence Centre Amendment
(FICA) Bill has been passed by the National
Assembly and sent to president Zuma for
assent
The FICA bill was returned to parliament for
reconsideration in November last year. In a
statement released at the time, the presidency
confirmed that the bill had been returned to
parliament due to concerns held by President
Zuma that certain provisions of the Bill did not
pass constitutional muster. In particular, the
president raised concern with the provisions
relating to warrantless searches. The president
held the view that these provisions “fall short of
the constitutional standard required for the
provision not to unjustifiably limit the right to
privacy”. Parliament had passed the bill in May
2016 and sent it to president Zuma for assent. It
intends to enhance South Africa’s anti-money
laundering (AML) and combating of financing of
terrorism (CFT) regulatory regime. Other
amendments included in the bills are:  
–     New provisions requiring a general

consultation forum and consultation with
stakeholders on specific regulatory
instruments;

–     A threshold for due diligence on single
transactions introduced;

–     No definition on beneficial ownership
threshold– to be mentioned in guidance note;

–     More flexible approach to risk management
and compliance Programme (RMCP)–
accountable institutions (AI) can now deviate
from the prescribed minimum subject to
explanation;

–     Removal of definition of prospective client –
AIs to determine in line with RMCPs; and

–     Section 21B reworded to allow for cascading
effect - first ascertain natural persons with
controlling interest; if unsuccessful, then
ascertain natural persons who controls entity
by other means; if unsuccessful, then
ascertain natural person who controls
management of entity. For more information,
please contact Tersia Rossouw. Sabinet
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National Consumer Tribunal fined a credit
provider
The National Consumer Tribunal has fined a
credit provider, R250 000 and cancelled its
registration as a result of reckless lending
practices, the National Credit Regulator (NCR)
said yesterday. A Fin24 report notes that an
investigation by the body revealed that the credit
provider lent recklessly to consumers and
retained consumers’ bank cards and identity
documents in contravention of the National Credit
Act. ‘The NCR views the contraventions of the
NCA committed by the credit provider in a
serious light and urges credit providers to step up
their efforts to comply with the NCA’, said
Jacqueline Peters, manager of the investigations
and enforcement at the NCR. Please contact
KPMG’s Finn Elliot. Full Fin24 report
 
National Treasury released a media statement
on FATF Outcome of Plenary Discussion on
South Africa’s 12th Mutual Evaluation Follow-
up report
The Financial Action Task Force (FATF) deferred
a decision on the issuing of a public statement on
compliance by South Africa with standards
against money laundering and terrorist financing,
until its next meeting in June. Please contact
Tersia Rossouw for more information. Treasury
Government
To Top

Market Developments
Africa

PIA of Zambia released a consultative
process for stakeholders on Draft National
Financial Inclusion Strategy (Zambia)
The Pension and Insurance Authority (PIA) of
Zambia in collaboration with the Ministry of
Finance embarked on a process of developing
the National Financial Inclusion Strategy with
support from the World Bank under the Financial
Inclusion Support Framework. In support of
Vision 2030, this National Financial Inclusion
Strategy (NFIS) has been adopted by the
Government of the Republic of Zambia (GRZ)
with a vision of this NFIS is to have universal
access and usage of a broad range of quality and
affordable financial products and services. In
achieving this vision, it is expected that all
Zambians will reap the full benefits of financial
inclusion: that is, individuals will be able to use
appropriate savings, credit, payment, insurance,
and investment services to manage risks, plan
for the future, and achieve their goals; and firms
will be able to access affordable financing to
innovate, grow, and create employment. PIA
 
Non-Bank Financial Institutions Regulatory
Authority (NBFIRA) and Botswana Investment
Trade Centre (BITC) sign Memorandum of
Understanding (Botswana)
The Non-Bank Financial Institutions Regulatory
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Authority (NBFIRA) and Botswana Investment
Trade Centre (BITC) signed the Memorandum of
Understanding on Friday 24th February 2017 at
the Botswana Investment Trade Centre (BITC)
offices. The Memorandum of Understanding is
premised on the need to enhance cooperation in
the sharing of information between the two
institutions. It will help define and guide working
relationships in addition to enabling the smooth
exchange of supervisory and the International
Financial Services Centre (IFSC) information on
companies under their purview. It is in this
context that this collaboration will help equip
NBFIRA and BITC with insight on issues of
common interest such as sharing relevant
information and discuss strategies to combat
financial crime in a collaborative manner.
NBFIRA
 
SEC Nigeria released a circular to the General
Public on the “Seal up” of the Business
Premises an illegal Capital Market Operator
(Nigeria)
The attention of the Securities and Exchange
Commission, Nigeria (SEC) has been drawn to
the activities of an Illegal Operator carrying on
business as it parades itself as an Investment
Company thereby extending invitations to
unsuspecting members of the public to subscribe
in a scheme identified as a Resources
Investment Account. The Commission has
since conducted an investigation into the
activities of this company and has established
that its activities constitute a breach of the
Investment and Securities Act (ISA). SEC Nigeria
 
Bank of Mauritius published a guideline
document on the stipulated framework for
Foreign exchange market-makers (Mauritius)
Bank of Mauritius published a guideline
document containing a set of rules and
obligations that the Foreign Exchange market
makers are expected to follow diligently. Few of
the obligations expected to maintain are as
follows:
-    Meet the minimum capital requirements at all

the times as specified by the Bank.
-    Have a strong management team with

competent trading personnel and an efficient
back-office

-    Maintain a high sense of professionalism and
contribute to the sophistication of the
domestic foreign exchange market

-    Have Disaster Recovery sites with well
documented contingency plans to cater for
cases of system failure

-    Submit to the Bank details on dealings in a
prescribed electronic format at intervals to be
determined by the Bank Bank of Mauritius

 
Bank of Mauritius published a document
containing recent developments in the
monetary policy impacting the economy
(Mauritius)
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Bank of Mauritius published a document
containing the developments in the monetary
policy for the year end that played a key role in
impacting the economy. The key points covered
up are
-    Growth rate of Broad Money Liabilities (BML)
-    Growth rate of net foreign assets of depository

corporations
-    Growth rate of claims on other sectors

contracted. Bank of Mauritius
 
International

ASIC commences civil penalty proceedings
against an Australian Bank for breaching
home-loan responsible lending laws
(Australia)
ASIC commenced civil penalty proceedings in
the Federal Court against the Banking
Corporation. ASIC alleged that:
-    The Bank used a benchmark instead of the

actual expenses declared by borrowers in
assessing their ability to repay the loan

-    The Bank had approved loans where a proper
assessment of a borrower's ability to repay
the loan would have shown a monthly deficit

-    The Bank failed to have regard to the higher
repayments at the end of the interest-only
period when assessing the borrowers' ability
to repay. ASIC

 
Australian Prudential Regulation Authority
(APRA) released its statement for the
Parliamentary Joint Committee on
Corporations and Financial Services inquiry
into the Life Insurance Industry (Australia)
Claims, Legacy issues and CommInsure were
the topics under focus in the opening remarks
-    The claims will be analyzed to ensure they

demonstrate adequate governance and
oversight by life insurers of their claims
processes. Particular issues of prudential
concern with Insurers will be raised directly
by APRA.

-    APRA wants to see all regulated industries
invest appropriately in back office functions
and not only in front-end systems, which
would especially be crucial for life insurers.

-    APRA has engaged with CommInsure to gain
assurance over the robustness and
completeness of the independent reviews
commissioned to investigate the allegations,
and ensure that stakeholder and community
expectations are considered through this
process. APRA

 
OAIC and Privacy
Privacy Amendment (Notifiable Data
Breaches) Bill 2016 receives royal assent|
Parliament
The Privacy Amendment Bill received royal
assent on 22 February 2017, being the 12th Act
of 2017. It amends the Privacy Act to entities to
provide notice to the Australian Information
Commissioner and affected individuals of an
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eligible data breach. [link]
 
ACCC names key enforcement and
compliance priorities for 2017 | ACCC
In his speech to the Committee for Economic
Development of Australia, Rod Sims, ACCC
Chairman, announced that ACCC’s 2017 focus is
on misleading and deceptive practices in the
insurance, construction and agriculture sectors,
anti-competitive conduct including cartel, and
unfair contract terms affecting small businesses.
In his speech, Rod Sims highlighted the current
low civil penalties on misleading representations
which ACCC is seeking to change. He also
emphasized the importance of market studies
and combating cartel conduct. He stated that
ACCC’s focus will be on private health insurance,
payment surcharges, broadband performance
and speed claims by communications sector,
action against big players for misleading
consumers, commission-based sales and
product safety and working with platform
providers. [link]
 
Speech by Executive Director on efficiency
and effectiveness: FCA’s approach to primary
markets (UK)
The executive director of strategy and
competition, FCA made a speech on the FCA’s
approach to efficient markets and covered up the
following points in his speech.
-    The wider role primary markets play for the

whole economy.
-    How we as the regulator see our market

integrity objective encompassing the
successful operation of primary markets to
support the real economy.

-    How, in a time of uncertainty, the package of
measures we have proposed are part of
ensuring the long-term strength of UK
markets. FCA

 
FCA finalize plans to place a deadline on PPI
complaints (UK)
The Financial Conduct Authority has today
confirmed that it will introduce a deadline for
making new payment protection insurance (PPI)
complaints. The final deadline for making a new
PPI complaint will be 29 August 2019. To
encourage consumers to decide whether to act
about PPI before the deadline, the FCA will run a
two-year consumer communications campaign,
which will be launched in August 2017. The FCA
has also made final rules and guidance related to
how firms should handle complaints in light of the
Supreme Court judgment in The Plevin decision
which means that consumers may have new
grounds to complain about PPI regarding the
amount of money that the providers received for
the sale if the failure to disclose that commission
made the relationship unfair. FCA
 
FCA released a policy statement on delay in
the disclosure of inside information (UK)
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The policy statement will be of interest to Issuers
of instruments in the scope of the Market Abuse
Regulation (MAR) and firms who advise these
issuers. The policy statement provides guidelines
on delay in the disclosure of inside information
provide a non-exhaustive, indicative list of
situations in which the immediate disclosure of
inside information is likely to prejudice the
legitimate interests of the issuer. The Guidelines
also include situations in which delay in the
disclosure of inside information is likely to
mislead the public and would therefore be
inappropriate, notwithstanding the issuer’s
legitimate interests. FCA
 
Speech by Executive Director of Insurance
Supervision on Solvency II (UK)
In his speech the executive director of Insurance
Supervision stated that allowing firms to use
internal models to calculate their solvency
requirements is an example of how Solvency II
meets the needs of the UK insurance sector. The
Solvency II standard formula works well for many
of these firms. But no standard formula –
however well designed – can work for all of them.
The PRA has now approved 22 partial or full
internal models and several more are in the
pipeline. Solvency II seeks to balance the need
for companies and regulators to take account of
all the underlying economic risks of annuity
obligations. Combination of internal models and
the matching adjustment has created strong
incentives for UK life firms to invest in long-term
illiquid assets, such as commercial property,
equity release mortgages and infrastructure
financing. Reviewing the adequacy of reserving
is a core element of supervisory approach,
particularly for general insurers. Bank of England
 
Prudential Regulation Committee replaces
PRA Board (UK)
On 1 March, the PRA Board will be replaced by
the Prudential Regulation Committee (PRC), and
the PRA will be brought within the single legal
entity of the Bank of England.  These changes
are required by the Bank of England and
Financial Services Act 2016 (the Act). PRA
 
BIS issues FAQs on Basel III’s Net Stable
Funding Ratio (International)
On February 24, 2017, the Basel Committee on
Banking Supervision (BCBS) issued the second
set of frequently asked questions (FAQs) and
answers on Basel III's Net Stable Funding Ratio
(NSFR). The Committee periodically reviews
frequently asked questions and publishes
answers along with any necessary technical
elaboration of the rules text and interpretative
guidance to promote consistent global
implementation of these requirements. The
Committee received a number of interpretation
questions related to the October 2014 publication
of the NSFR standard. This document sets out
an updated set of FAQs that relate to the Basel
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III Net Stable Funding Ratio framework, inclusive
of the FAQs previously published in July 2016.
[Frequently asked questions]
 
Distributed ledgers in payment, clearing and
settlement carry promise as well as risks
(International)
A report by the Committee on Payments and
Market Infrastructures, the global standard setter
for payment, clearing and settlement services
stated that Central banks and other authorities
should weigh the risks of using block chain and
other distributed ledger technology (DLT) in
payment, clearing and settlement against
potential cost and efficiency savings offered by
the technology. The report, aims to help central
banks and other authorities review and analyze
the use of DLT in the "financial plumbing" which
underpins the smooth operation of financial
markets. The report focuses on the implications
of the technology for efficiency and safety and for
the broader financial market. It contains a set of
key questions that may be useful to authorities
and others to consider when looking at DLT
arrangements. BIS
 
BIS released Basel III monitoring results
published by the Basel Committee
(International)
Basel III monitoring results show that virtually all
participating banks meet both the Basel III risk-
based capital minimum Common Equity Tier 1
(CET1) requirement. The monitoring reports also
collect bank data on Basel III's liquidity
requirements. Basel III also includes a longer-
term structural liquidity standard - the Net Stable
Funding Ratio (NSFR). No assumptions were
made about bank profitability or behavioral
responses, such as changes in bank capital or
balance sheet composition. For that reason, the
results of the study may not be comparable with
industry estimates. BIS
 
Chairman of the Basel Committee reaffirmed
commitment to finalize post-crisis Basel III
reforms (International)
Stefan Ingves, Chairman of the Basel Committee
and Governor of Sveriges Riks bank, made the
following statements
-    The Basel Committee has made further

progress towards the finalization of the
Basel III reforms.

-    Committee members reiterated their broad
support for the key features of these reforms,
which include revisions to the risk-weighted
asset framework, the leverage ratio
framework and the output floor. The
differences, where they remain, have
narrowed and work continues to reach an
agreement.

-    While the finalization of Basel III will take
longer than originally expected, the
Committee remains determined to reach
agreement on the remaining elements, and
recognizes the importance of providing clarity
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and certainty to all market participants. BIS
 
FSB assesses implementation progress and
effects of reforms (International)
In a meeting held in Cape Town on February 28,
2017 the Financial Stability Board (FSB)
reviewed the progress made in implementing the
post-crisis reforms and evaluated their
effectiveness. This included monitoring the
evolution of shadow banking activities and
reviewing the progress with respect to over-the-
counter derivative reforms. Some of the other
topics that were discussed in the meeting
included:

-    Central clearing interdependencies: The
FSB discussed an interim report that seeks
to quantify interdependencies between
central counterparties (CCPs), major clearing
members and financial service providers and
the resulting systemic implications. This
analysis will assess the progress made with
respect to CCP resilience, recovery planning
and resolvability.

-    Governance arrangements for Unique
Transaction Identifiers (UTI): In the
meeting, the participants welcomed a
progress report on governance
arrangements for the UTI and Unique
Product Identifier (UPI), which are globally
harmonized to facilitate aggregation and
analysis of data about OTC derivatives
reported to trade repositories.

-    Policy evaluation framework: The plenary
discussed a framework to guide post-
implementation evaluations of the effects of
G20 reforms. The framework is being
developed in close collaboration with the
standard-setting bodies and with input from
FSB members and other stakeholders. It will
be used over time to analyze whether the
G20 reforms are achieving their intended
outcomes, and help identify material
unintended consequences.

-    Misconduct risks: The plenary agreed that
more work was required on bridging
information gaps, carrying out due diligence
in employing individuals with a history of
misconduct and in creating a corporate
culture that did not condone misconduct.

-    Supervisory issues raised by FinTech: The
plenary further discussed the progress made
by the FSB in identifying regulatory issues
raised by FinTech.

-    IAIS’s work plan on systemic risk
assessment: In the meeting the FSB
welcomed the International Association of
Insurance Supervisors’ (IAIS) proposal to
postpone implementation of the Higher Loss
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Absorbency standard so that it can be based
on the Insurance Capital Standard (ICS).
Press Statement

To Top

The Inside Edge
There is no doubt that the Retail Distribution
Review (RDR) is going to fundamentally change
the face of the industry. Far from a tickbox
exercise, the RDR will have a profound impact on
product development, innovation and systems,
which will provide business with an opportunity to
reassess their distribution models, product
design, IT systems and general business
capability. RDR Phase 1 is being given effect
through proposed amendments to various
regulatory instruments, please click here for more
information on the Phase 1 proposals and how
these impact the relationships between product
supplier, advisor and customer.
To Top
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