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CHAPTER I
BASIS OF REGULATIONS

1.

Objective of Regulations and completeness of information

(1) The objective of these Regulations is to provide for the establishment of basic principles
relating to the maintenance of effective risk management by banks and controlling companies,
with due allowance for the ancillary objective that the benefits derived by banks and controlling
companies from compliance with these Regulations exceed the costs entailed by such
compliance.
(2) All information required to be reported in the forms prescribed in these Regulations shall
be reflected against the appropriate items and in the columns specified in the forms. For
example, subject to the provisions of regulation 2, all liabilities consisting of claims relating to
and all assets arising from the business of the reporting bank shall be included against the
appropriate liability or asset items in the relevant columns provided.
(3) Upon request, an analysis of any information or item furnished or appearing in any of the
forms referred to in subregulation (2) shall be made available to the Registrar within a
reasonable period of time.

2.

Management accounts as basis for the completion of returns

(1) Unless expressly otherwise provided in the Act or these Regulations, all the prescribed
returns shall reflect the management accounts presented to the management and/or board of
directors of a bank or controlling company in the sense that the said returns(a)

shall be prepared using the same principles used in the preparation of such
management accounts and/or board reports;

(b)

shall be easily reconcilable to such management accounts and/or board reports.

(2) In the event of a conflict between the instructions, directives and interpretations relating
to the completion of the returns, as prescribed in these Regulations, and the manner in which
the management accounts of the bank or controlling company concerned are completed, the
basis and composition of amounts disclosed in such management accounts shall after
consultation with the Registrar be presented to the Registrar for approval, provided that in all
cases the aggregate amount of the relevant amounts disclosed shall agree or easily be
reconcilable.

3.

Financial Reporting Standards

(1) Subject to the provisions of regulation 9, unless expressly otherwise provided in the Act
or these Regulations, all the relevant prescribed returns shall be prepared in accordance with
Financial Reporting Standards issued from time to time, with additional disclosure when
required, provided that in the absence of a specific Financial Reporting Standard and an
approved interpretation reference shall be made to the relevant pronouncements of the
International Accounting Standards Board. In virtually all circumstances the appropriate
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application of Financial Reporting Standards results in returns and information that provide a
fair presentation of the financial position, the results of operations and the relevant risk
positions of the relevant bank or controlling company.
(2)

Unless(a)

specifically otherwise provided in these Regulations; or

(b)

on prior application, the Registrar authorised a deviation from such policy,

the same accounting policy applied by a bank or controlling company in the compilation
of its annual financial statements shall be applied by such bank or controlling company in
the compilation of the prescribed returns required to be furnished to the Registrar in
terms of the Act and these Regulations.
(3) In the event of a deviation in the compilation of the prescribed returns required to be
furnished by a bank or controlling company to the Registrar in terms of the Act and these
Regulations from the accounting policy applied by such a bank or controlling company in the
compilation of its annual financial statements, as envisaged in subregulation (2), the said
returns shall be easily reconcilable to the said annual financial statements.
(4) When a bank or controlling company, in accordance with the relevant requirements
contained in Financial Reporting Standards issued from time to time, wishes to implement or
adopt any fair value option or approach in respect of financial instruments, the said bank or
controlling company(a)

(b)

shall have in place robust risk management systems and board approved
policies, procedures and controls prior to the initial application of the said fair
value option for a particular activity, instrument or purpose, and on an ongoing
basis, in order to ensure, amongst other things, that(i)

sound risk management objectives consistent with the risk management
framework and overall risk appetite approved by the bank or controlling
company’s board of directors, or a relevant committee of the board, are
met when the fair value option or approach is applied;

(ii)

the bank or controlling company applies appropriate valuation methods;

(iii)

fair values are reliable for all instruments included in the fair value option
category;

(iv)

relevant risk management and control policies pertaining to the use of the
fair value option and related valuation methodologies are consistently
applied and complied with; and

(v)

appropriate information is periodically provided to the bank or controlling
company’s relevant senior management and board of directors, or a
relevant committee of the board, about the use of the fair value option, and
the impact thereof on the bank’s financial condition and performance;

shall at all times, in form and in substance, comply with any relevant criteria or
requirements contained in the relevant Financial Reporting Standard;
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(c)

shall duly document its application of the fair value option or approach and all
relevant or related matters;

(d)

shall ensure that all relevant assets and liabilities designated as at fair value
under the fair value option are duly captured in the relevant risk measurement
systems and that the resulting exposure amounts are included in all relevant
internal reports that compare actual overall exposure to approved overall risk
management limits,

provided that(i)

no bank or controlling company shall for the purposes of these Regulations
apply any fair value option or approach to instruments in respect of which it
is unable to reliably estimate fair values;

(ii)

the Registrar may in writing require a bank or controlling company(A)

(B)

to provide supplemental information regarding its application of the
fair value option or approach in order to, amongst other things, assess
the impact thereof on the bank or controlling company’s(i)

overall risk profile;

(ii)

capital adequacy position;

(iii)

earnings, and the volatility in earnings;

(iv)

net interest margin;

(v)

profit and loss position;

(vi)

credit risk and related allowances for loss;

to exclude from its qualifying amount of capital and reserve funds(i)

any gains or losses arising from changes in its own credit risk
due to the application of the fair value option to financial
liabilities, that is, when a bank or controlling company, for
example, applies the fair value option to its own debt and
subsequently recognises a gain and a resulting increase in its
capital and reserve funds owing to a deterioration in its own
creditworthiness, the Registrar may require the said bank or
controlling company to exclude the relevant amount from its
qualifying amount of capital and reserve funds;

(ii)

any unrealised gains or losses on items designated as at fair
value through profit and loss when such treatment gives rise to
safety and soundness concerns;
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4.

(iii)

the relevant fair values of assets and liabilities designated as at fair value
under the fair value option shall be independently verified by an
appropriately qualified unit independent from the relevant business unit(s),
with the same frequency that the fair values of any related assets or
liabilities are independently verified;

(iv)

all relevant models used to value items designated as at fair value under
the fair value option shall be independently verified by an appropriately
qualified unit as part of the bank or controlling company’s regular cycle of
model validation;

(v)

staff independent from those responsible for the origination of transactions
shall monitor the application of the fair value option, amongst others, for
conformity with all relevant Financial Reporting Standards, including all
relevant accounting and disclosure requirements;

(vi)

based on its risk assessment, the appropriateness of a bank or controlling
company’s use of the fair value option shall periodically be subject to
review by internal audit.

Certification and rendition of returns

(1) Irrespective whether a return is rendered on a prescribed form or by means of an
electronic facility, the chief executive officer, chief accounting officer and executive officer
responsible for the relevant reporting bank or controlling company’s compliance with the
Financial Intelligence Centre Act, 2001 (Act No. 38 of 2001), as amended (FICA), shall sign
and certify the prescribed form BA 099 in respect of each return indicated on the said form.
(2) Every set of returns rendered simultaneously, as mentioned in subregulation (1), shall be
accompanied by a duly completed, signed and certified form BA 099.
(3) When the chief executive officer, chief accounting officer or executive officer responsible
for compliance with FICA is not available to sign a completed form BA 099, the officer
performing the relevant function shall sign the said form in an acting capacity and not on behalf
of the absent officer, and the normal office of the officer so acting shall be clearly stated on the
form BA 099.
(4) The furnishing of the returns referred to in these Regulations, whether by way of the
completion of the prescribed forms or by electronic means, shall be done at the intervals
indicated in Chapter II and Chapter VI of these Regulations, and such returns shall be
forwarded to the Registrar at the address set out in regulation 6(1).
(5) A reporting bank or controlling company shall submit every appropriate, duly completed
form prescribed in Chapter II and Chapter VI of these Regulations, reflecting the required
particulars relating to the business conducted by it in the Republic.
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(6) A reporting bank or controlling company shall, apart from the forms referred to in
subregulation (5), submit every appropriate, duly completed form prescribed in Chapter II and
Chapter VI of these Regulations, reflecting the required particulars relating to the relevant
business conducted by it, other than the business referred to in subregulation (5), through the
medium of an agency or in respect of a branch, a subsidiary company or a relevant associate
contemplated in regulation 45(2)(b) in each country elsewhere in the world.
(7) Unless otherwise indicated, all returns shall be completed in either the currency of the
country in which the banking or relevant business is being conducted or in the currency in
which the banking or relevant business is officially reported, whichever is applicable.
(8) When completing the returns in respect of banking business conducted outside the
Republic, the definitions and interpretation of items used in these Regulations shall be applied
to the circumstances prevailing in each relevant country and any difficulty experienced or
uncertainty in this regard shall be referred to the Registrar for an appropriate directive.

5.

Failure or inability to comply with the provisions of the Regulations

(1) Subject to the provisions of section 74 of the Act, a bank, controlling company, branch or
branch of a bank that fails or is unable to comply with a provision of these Regulations shall
report its failure or inability to comply in writing to the Registrar, stating the reasons for such
failure or inability to comply.
(2) The Registrar may summarily take action under the Act or these Regulations against a
bank, controlling company, branch or branch of a bank referred to in subregulation (1) or, if in
the circumstances the Registrar deems it fit to do so, condone the said failure or inability and,
subject to such conditions as may be specified in writing, afford the institution concerned an
opportunity to comply with the relevant provision within a specified period.

6.

General

(1) Forms to be completed and submitted in terms of these Regulations can be obtained
from the Reserve Bank, Office for Banks, P O Box 8432, Pretoria, 0001, and shall be
completed and submitted in accordance with the relevant instructions, directives and
interpretations contained in the applicable chapters of these Regulations.
(2) A bank or controlling company is not obliged to use the forms provided by the Office for
Banks, but any reproduction used by the said bank or controlling company shall in all respects
correspond to the prescribed forms.
(3) Additional facilities are provided by the Office for Banks for the rendition by a bank or
controlling company of the required information in the prescribed statements and returns by
electronic means, and further details in this regard may be obtained from the said Office for
Banks.
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