
3978

Since 1 May 1999, trading banks have been required to submit their CAR values, irrespect-
ive of the calculation method used by a particular bank, to the Bank Supervision
Department, on a daily basis, via electronic mail or telefacsimile transmission.  The
Department’s surveillance capabilities in this regard have been enhanced through the intro-
duction of a new statutory return, form DI 425.  The Department will continue its surveillance
of banks’ trading positions during 2002 as part of its supervisory programme.

Approval of banks’ internal models

In terms of regulation 24 of the Regulations relating to Capital-adequacy Requirements
(“CAR”) for Banks’ Trading Activities in Financial Instruments, the Department may grant
approval to a bank to use an internal model in order to calculate its capital-adequacy
requirements (CAR) for market risk.

Any approval granted to a bank for the use of such an internal model is valid only for a
period of one year, normally coinciding with the bank’s financial year.  Before the expiry date
of the approval, the particular bank has to submit a written request for renewal of the
approval to the Bank Supervision Department, for consideration   During 2001, the
Department renewed the approval granted to the two banks using an internal model, but did
not receive new applications for such approval.

ELECTRONIC COMMERCE

During the past number of years, electronic commerce (e-commerce) has shown impressive
growth.  E-commerce touches all aspects of the economy and involves the integration of
elements of technology, legislation, infrastructure, business operation and public policy.  All
elements need to interface as smoothly as possible in order to yield maximum benefit.  In
South Africa, as in the rest of the world, the Internet is increasingly being used to advertise
and sell goods and services.  This has given rise to a growing interest in the development of
more reliable and secure methods of electronic payment.

During April 1999, the South African Reserve Bank (SARB) issued a position paper on elec-
tronic money, as well as submission guidelines for electronic money products and schemes
for persons wishing to issue electronic money (e-money) in South Africa.  In terms of the
position paper, only banks will be permitted to issue e-money.  Primary and intermediary
issuers of electronic value will therefore be subject to regulation and supervision by the
SARB.

Several concerns have been raised about the introduction of e-money, especially prepaid
smart-card schemes.  These concerns relate to, amongst others, possible contravention of
the Banks Act, 1990, as regards deposit-taking, and of the National Payment System Act,
1998, as regards offering payment and clearing services as a regular part of an issuer’s
business.

New developments and initiatives in the e-commerce field include:

� EMV (Europay Mastercard Visa) Forum - The EMV Forum is an initiative by South
African banks, the leading card associations and retailers of South Africa to implement
the global EMV chip-card standard in the South African payments system.  This will
ensure interoperability between chip cards and terminals on a global basis, regardless
of the manufacturer, the financial institution, or where a card is used.

� CEPS (Common Electronic Purse Specification) Forum - The CEPS Forum is an initiat-
ive by South African banks and the leading card associations to explore and facilitate
the implementation of a national and international interoperable e-purse solution for
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APPENDIX 1

ORGANISATIONAL STRUCTURE OF THE
BANK SUPERVISION DEPARTMENT
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