Scuth African Reserve Bank

From the Office of
the Registrar of Banks

Ref: 15/8/3
D3/2014

2014-09-16

To: All banks, controlling companies, branches of foreign institutions and
auditors of banks and controlling companies

Directive 3/2014 issued in terms of section 6(6) of the Banks Act, 1990 (Act No.
94 of 1990)

Process in respect of specific capital issuances and redemptions

Executive summary

In terms of section 79(1) of the Banks Act, No. 94 of 1990 (the Banks Act) and
regulation 38(18) of the Regulations relating to Banks (the Regulations}, banks,
controlling companies or branches of a foreign institutions (hereinafter
collectively referred to as ‘banks’) need to apply to this Office to issue and
redeem specified instruments qualifying as capital.

The aim of this directive is to specify further requirements in respect of
applications regarding certain capital issuances and redemptions.

1. Introduction

1.1 The purpose of this directive is to specify further requirements regarding the
submission of applications in terms of section 79(1) of the Banks Act and
regulation 38(18) of the Regulations regarding specified capital issuances and
redemptions. it also aims fo clarify what information is required from banks
when submitting the above-mentioned applications for approval by this Office.

2. Applications in terms of section 79{1) of the Banks Act in respect of the
issuing of instruments to qualify as capital

2.1 Applications shall be submitted timeously ahead of the proposed issuances, to
enable this Office to review the nature, extent and structure of the capital of
the applicant bank and all other applicable documentation. Provided, that the
application is complete and that this Office had been advised of the applicant
bank’s capital plan the application will be considered within six weeks from the
date of submission.

PO Box 8432 Pretoria 0001 -+ 370 Helen Joseph Street Pretoria 0002 . South Africa . Tel +27 12 3133911/0861 12 7272 . Fax +#27 12 3133758 ' www. reservebank.co.za



2.2

2.3

3.1

3.2

3.3

4.1

2

Applications shall include the following information or attachments:

a. A three-year capitai plan indicating all planned capital issuances and
redemptions.

b. Benchmarking against the relevant requirements specified in section 79 of
the Banks Act, applicable requirements specified in regulation 38 of the
Regulations and other relevant directives, circulars and guidance notes.
Depending on the tier of capital being applied for, one of the attached
Annexures A or B (as appropriate) shall be completed and attached to the
application.

c. When applicable, draft pricing supplement (terms and conditions),
including any relevant risk factors, shall be included.

Applications shall be signed off by the applicant bank’'s head of capital and
head of compliance.

Applications in terms of regulation 38(18) of the Regulations in respect
of the redemption or repayment of instruments qualifying as capital

Applications shall be submitted timeocusly ahead of the proposed issuances, to
enable this Office to review the nature, extent and structure of the capital of
the applicant bank and all other applicable documentation. Provided, that the
application is complete and that this Office had been advised of the applicant
bank’s capital plan the application will be considered within six weeks from the
date of submission,

Applications should include the following:

a. A three-year capital plan indicating all planned capital issuances and
redemptions.

b. The impact of the applicable redemption or repayment on capital ratios (all
three capital tiers), including board-approved buffers and capital add-ons.

c. Copy of board approvals in respect of the capital redemption or
repayment.

d. Benchmarking against the relevant requirements stipulated in regulation
38 of the Regulations (Annexure C).

Applications shall be signed off by the applicant bank’s head of capital and
head of compliance.

Finalisation of applications

Within two weeks of finalisation of the issuance, redemption or maturity of
capital instruments, banks shall submit the updated main features disclosure
template to this Office in Excel format. Please refer to paragraph 6.2.2 of
Directive 8/2013 for a copy of the main features disclosure template.



5. Acknowledgement of receipt

51 Two additional copies of this directive are enclosed for the use of your
institution’s independent auditors. The attached acknowledgement of receipt,
duly completed and signed by both the chief executive officer of the
institution and the said auditors, should be returned to this Office at the
earliest convenience of the aforementioned sighatories.

A

René van Wyk
Registrar of Banks

Encl. 3

The previous directive issued was Directive 2/2014, dated 28 July 2014.
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