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CHAPTER I 

BASIS OF REGULATIONS 

1. Objective of Regulations and completeness of information 

(1) The objective of these Regulstions 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 andlor 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 andlor board reports; 

(b) shall easily be reconcilable to such management accounts andlor 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 reg~dation 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 
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 
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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 !he 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 easily be 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 cornpany- 

(a) 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 cor~trolling 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; 

(b) shall at all times, in form and in substance, comply with any relevant criteria or 
requirernents 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) 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; 

( J )  net interes't margin; 

(v) profit and loss position; 

(vi) credit risk and related allowances for loss; 

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

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 ccmpany to exclude the relevant amount from its 
qualifying amount of capital and reserve funds; 

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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the relevant fair values of assets and liabilities designated as at fair value 
under the fair value option shall independently be 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; 

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

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

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. 

4. Certification and rendition of returns 

(I) 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 (I), 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 clearly be 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 I1 and Chapter VI of these Regulations, reflecting the required 
particulars relating to the business conducted by it in the Republic. 



14 N o  30629 GOVERNMENT GAZETTE, 1 JANUARY 2008 

( 6 )  A reporting bank or coritrolling 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 far Banks, P 0 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 fcrms. 

(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. 



13 

CHAPTER l l  

FINANCIAL, RISK-BASED AND OTHER RELATED RETURNS, AND INSTRUCTIONS, 
DIRECTIVES AND INTERPRETATIONS RELATING TO THE COMPLETION THEREOF 

7. List of forms prescribed in respect of financial, risk-based and other related returns to be submitted to the Registrar with indication of 
institution by which, intervals at which and period within which returns shall be submitted 

I/BA 210 j~ red i t  rlsk. quarterly return 
1 - 1  I , J 

1 n lmr ter~v"~ / I I 
I I - - - . . -. . I I 

BA 220 l~ red i t  risk: six-monthly return ~ i x - m o n t h l y ' ~ ~  
BA 300 l~iquidity risk 1 k ~ n n t h l v ~ ~ ~  I I 1 

Form 
number 

BA 099 

BA 099A 

Title1 descr~ption 

Declarabon In respect of statutoly returns subm~tted~ 
Declarat~on ~n respect nf +tatl~tnry r~turnq ?~rbm~tted 
by fore~gn operatronsg 
Balance sheet 

Off-balance-sheet act~v~ttes 

Income statement 

Return regardmg shareholders 

Restrlct~on on Investments, loans and advances 
ppp 

Credit rlsk. monthly return 

/ 8 4  100 

BA 110 

BA 120 

BA 125 

BA 310 

BA 320 

BA 325 

BA 330 

BA 340 

BA 350 

A 610 i~orelgn operabons of south Afncan banks 1 I ~ u a r t e r l y " ~  'Oh 1 ~ u a r t e r l y " ~  lUh 

A 700 ICa~ltal adeouacv I hhnthlw UL I I 

Solo supervtslon I Consolidated superv~slon I 

BA 130 

BA 200 

BA 400 

BA 410 

BA 500 

BA 600 Quarterly H 

. . 

Minimum reserve balance and liquid assets 

Market risk 

Daily return: selected risk exposure 

Interest-rate risk: banking book 

Equity risk in the banking book 

Derivative instruments 

, I '-'- 'L-'7 I I I ~uarterly'" '  ) 1 Quarterly'.'" 

Controlling 
company 

8 

Operat~onal r~sk SIX-monthly return 

Operat~onal risk: annual return 

Secunbsabon schemes 

Consohdated return 

Sub- 
consolidation 

Bank l n  

..'" ..... ', 
~ o n t h l y " ~  

~ o n t h l ~ ~ ~ ~  

~ a i l y ' ' ~  

~ o n t h l y ' ~ ~  

~ o n t h l $ O ~  
~ n n t h l v ~ ' ~  . . - . . . . , I 

~ t x - r n o n t h l ~ ' ~ ~  

~ n n u a l l y ' ~ ~  

Whenever requ~red as control sheet and for purpose of 
making requ~red declarations 

I I 

I 

Foreign branches I 
Of 1 Bank '"I 

banks2 1 entity 

t 

' Other Bank 
6 

Foreign bank operat~ons5 / consolidated 

~ua r te r l y "~  log 
A 3 7 , .  

Quarterly 

Quarterly Od lob 
r o t  

Annually 

Quarterlyiud 'Og 

Quarterlyiod 

Quarterly 3d lPh 

Monthlylob 

MonthlylUb log 

~ o n t h l y " ~  

i ~ o n t h l ~ " ~  lug 1 / log 

' Monthlyiob lob 

QuarterlymC 

~ o n t h l v ' ~ ~  I 

I ~ n n u a l l y ~ ~ '  ~ n n u a i l y ' ~ ~  , 
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Means the supervision of the South African operations of a bank incorporated in the Republic. 

Means a bank conducting business as such outside the Republic, through the medium of a branch 
of a bank. 

Means the supervision of a bank un a legal entity basis, that is, the combination of information of 
the relevant bank in the Republic and its relevant branches. 

Means a bank or other entity conducting the business of a bank, which bank or entity is not located 
or incorporated in the Republic but is conlrolled by a bank or controlling company that is 
incorporated in the Republic, but does not include any branch of a bank. 

Means any regulated or unregulated non-bank entity controlled by a bank or controlling company 
incorporated in the Republic. 

Means the supervision on a consolidated basis of a bank incorporated in the Republic and its 
relevant branches, subsidiaries and associates, as envisaged in regulation 36. 

Means the supervision on a sub-consolidated basis of a bank or controlling company and its 
relevant branches, subsidiaries and associates when the said bank or controlling company is a 
subsidiary of another bank or controlling company subject to the relevant requirements for 
consolidated supervision specified in these Regulations. 

Means the s~~pervision on a consolidated basis of a bank controlling company incorporated in the 
Republic and its relevant subsidiaries arid associates, as envisaged in regulation 36. 

Forms BA 099 and BA 099A are not prescribed financial returns, but shall be used as a control 
sheet and to furnish the required deciarations regarding compliance and the maintenance of 
prescribed minimum balances. 

The prescribed statements and returns shall be submitted within the periods specified below. 

a. Before 09:OO am on the second business day immediately following on the day to which 
the prescribed statement or return relates. 

b. With~n 15 business days immediately following on the month-end or quarter-end to which 
the prescribed statement or return relates. 

c. Within 20 business days immed~ately following on the month-end or quarter-end to which 
the prescribed statement or return relates. 

d. Within 30 business days immediately following on the month-end or quarter-end to which 
the prescribed statement or returr~ relates. 

e. Within 20 business days immediately following on the sixth month of the financial year or 
the date to which the annual financial statements relate. 

f. Within 30 days of 31 December of each year. 

g. Within 90 days immediately following on the date to which the annual financial statements 
relate. 

h. Wlthiri 60 days immediately following on the sixth month of the financial year and within 90 
days immediately following on the date to which the annual financial statements relate. 
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DECLARATION IN RESPECT OF STATUTORY RETURNS SUBMITTED BA 099 I I I I 
(To accompany all relevant statutory returns subm~tted in terms of these Regulations) 

....................................................................................................................................... Name of banklconlrolling company 

Period ended.. ................................ (yyyy-mm-dd) 

A. DECLARATION IN RESPECT OF RETURNS 

We, the undersigned, hereby declare as follows in respect of each of the relevant statutory statements and returns (identified 
and rendered in the manner indicated in the space provided for such purposes in part C of this form) submitted herewith in 
respect of the per~od ~ndicated above: 

1. GENERAL 

(I) The information contained in the statements and returns is to the best of our knowledge and belief correct, and 

(ii) the statements and retums have been compiled in accordance with the relevant provisions of these Regulations; 
and 

(ill) the statements and retums reflect the management accounts presented to the management and board of 
d~rectors of the bank, as required in regulation 2 of these Regulations. 

2. FORM BA 130 

This hank has at all times during the reporting period complied with the relevant provisions and requirements specified 
in secttons 76 and 77 of the Act. 

3. FORM BA 310 

(i) None of the liquid assets included in items 16 to 22 of the form BA310 have been pledged or otherwise 
ericurnhered. as envisaged in section 72(3) of the Act, without the consent of the Registrar; 

(ii) all securities included under the liquid assets envisaged in paragraph (i) have been valued in accordance with the 
provisions of section 72(4) o'the Act; and 

(iii) lhls bank has from the fifteenth business day of the month following the month for which the preceding return of 
lorm BA 310 was submitted to date maintained, and w~ll continue to maintain, for every day until the fourteenth 
business day of the month following the month to which this return relates, the prescribed average daily minimum 
reserve balance with the Reserve Bank, as requ~red in terms of section 10A of the South African Reserve Bank 
Act. 1989. and the prescribed average daily minimum amount of liquid assets, as prescribed in regulation 27(3). 
and compl~eslwill comply, as from the fifteenth busmess day of the month following the month to vhich thrs return 
relates, wtth the aforesaid prescribed minimum requirements on the basis of its prescribed amount of liabilities 
durlng the reporting month. (When the bank failed to comply with the prescribed requirements, the declaration 
shall be qualified, and a statement showing the relevant deficiency(ies), for every day on which a deficiency 
ensted, shall accompany this return.) 

4. FORM BA 325 

This bank has not exceeded the limit on its effective net open position(s) in foreign currency, as prescribed in regulation 
29(3). (When the bank exceeded the prescr~bed Ibrn~t, the declaration shall be qualified, and a statement showing the 
relevant excess(es), for every day 2n which an excess existed, shall accompany this return.) 

5. FORM BA 700 

Thls bank has from the twentieth business day of the month following the month for which the preceding return of form 
BA 700 was submitted to date maintained, and will continue to maintain, for every day until the nineteenth business day 
of the n~onth following the month to which this return relates, the relevant prescribed minimum amount of- 

(i) allocated qualifying primary and secondary capital and reserve funds relating to risks other than market risk, as 
prescr~bed in regulations 38(0) and 38(9); and 

(ii) allocated qualifying primary and secondary capital and reserve funds and tertiary capital relating to market risk, as 
proscribed in regulations 38(8) and 38(9). 

and con~plieslwill coniply. as frow the twentieth business day of the month following the month to which this return 
relates. with the aforesaid relevant req~iirements relatlng to the maintenance of the prescribed minimum amounts of: 

(i) allocated qualify~ng primary and secondary wp~tal  and reserve funds; and 

(it) allocated qualifying primary and secondary capltal and reserve funds and tertiary capital. 

(When the bank failed to comply ~ i 1 l . r  the relevant prescribed requirements, the declaration shall be qualified. and a 
statemer~l showing the relevant beficiency(ies), for every day on which a deficiency existed, shall accompany this 
return ) 
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8. DECLARATION IN RESPECT OF RELATED MATTERS 

We. the undersiqned, hereby declare as follows: 

1. INVESTMENTS BY CONTROLLING COMPANIES' ('Delete when not relevant) 

The abovementioned mntrollir~g company has at all times during the reporting period complied with the provisions of 
section 50 of the Act. 

2. FINANCIAL INTELLIGENCE CENTRE ACT, 2001 (FICA) 

This banklcontrolling company has to date compiied with and will continue to comply with- 

( i )  any relevant requirement contained in the Financial Intelligence Centre Act. 2001 (Act No. 38 of 2001), as 
amended: and 

(ii) any relevant requirement contained in the Regulations that may be issued from time to time in terms of the 
atoresaid Act. 

(When the banklcontrolling company faikd to comply with any relevant requirement, the declaration shall be qualified. 
and a statement indicating the rekvant details of the failure to comply shall accompany this return.) 

C. FORMS SUBMIlTED 

The following statement(s) and rcturn(s), as iderrtificc: by a hash total or cross in the relevant space provided, are submitted 
h2ew1th ~n the format ~ndicated below .- 

I Hash total on In the event of a query, the Reserve Bank 
Form Title1 description BA form may contact: 

number electronically 
submitted' Name Tel no. -- Ext 

BA 100 Balance sheet I I 

Off-balance-sheet activities 
Income statement 
Relum regarding shareholders 
Restr~ction on investments, loans and advances 
Cred~t rlsk: monthiy return 
Credlt risk: quarterly return 
Credit risk: six-monthly return 
Liquidity risk 
Minimum reserve balance and liquid assets 
Market risk 
Daily return: selected risk exposure 
Interest-mte risk: banking book 
Equity risk in the banking book 
Derivative instruments 
Operational risk: six-monthly return 
Operational risk: annual return 
Securltisation schemes 
Consolidated return 
Foreign operations of South African banks 
Capital adequacy 
hst~tutional and rnatunty breakdown of liabil~ties 
assets 
Analysis of lnstalment sale transactions, leasing 
trarlsactlons and selected assets 
Interest rates on deposits, loans and advances 

Retl~rn regarding shareholders 
Credit risk: quarterly return 
Credit risk: six-monthly return 
Operational risk: annual return 
Securitisation schemes 
Corlsolidated return 

and 

Capital adequacy I I I 
Other (Please specify) 
1. In resoect of relevant amounts el~tronlcallvsubmlned. 

Hard copies 
submltteda 

t 

2. In respect of delailed informatlon not subn&d in an electronic format on the relevant return. 

I I 
In the event of a query. the Reserve Bank 
. may contact: 

Name 1 Tel no. 1 Ext 
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D. AlTESTATION OF FORM BA 099 

1. CERTIFICATION BY OFFICIALS RESPONSIBLE FOR EACH RELEVANT RlSK 

2. CERTIFICATION BY CHIEF EXECUTIVE OFFICER, CHIEF ACCOUNTING OFFICER AND EXECUTIVE 
OFFICER (FICA) 

- 
RISK ---- 

Balance sheet 

Income slatenlent 

Solvency 

L~qtild~ly -- 
Counterparty ----- 
Interest rate 

Markel (Pos~t~on) 

Cruti~t 

Signed a1 . . . . . . . . . . . . . . . . . . . . . . . .  , this ........................ day of .................................................................... (yyyy-mm) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Chief Fxocr~tive Officer* 

RESPONSIBLE OFFICIAL 

Chief Accounting Oficer' 

Tecl~~iolog~cal 
- . -- 

'Please note: When the Chief Executive ORicer. Chief Accounting Officer or Executive Officer (FICA) is not available to slgn 
a completed form BA 099, t l ~e  officer performing the relevant function shall sign the said form in an acting 
capacity arid not on behalf oi the absent officer. and the normal office of the officer so acting shall clearly be 
slated. 

-- 

SIGNATURE 

Any other r~sk regarded as 
m?ter la1 - please spec~fy 
- -- - -- - -- 

DATE 

- 
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(To accompany all statutory returns submitted by the above institutions in terms of the Regulations relating to Banks) 

18 

Name of foreign operation ................................................................................................................................................................. 

DECLARATION IN RESPECT OF STATUTORY RETURNS SUBMllTED BY 
FOREIGN OPERATIONS 

...................................................... Period ended ............................ .. ........................................ (yyyy-mmdd) Host country 

1 

A. DECLARATION IN RESPECT OF RETURNS 

We, the unders~gned, hereby declare as follows in respect of each of the relevant statutory statements and retums (identified 
and rendered in the manner ~ndicated in the space pmvided for such purposes in part C of this form) submitted herewith in 
respect of the period mdicated above: 

1. GENERAL 

(i) The illformation contained in the statements and I-eturns is to the best of our knowledge and belief comct; and 

(ii) the statements and retums have been compiled in accordance with the relevant provisions of these Regulations 
or, when relevant, the rules and regulations of the relevant host supervisor: and 

(iii) the statements and relurns reflect the relevant management accounts presented to the management and board of 
directors of the relevant bankl operation. 

2. FORM BA 610 

The issued primary and secondary capital and reserve funds and tertiary capital of the abovementioned bank1 operation 
have on ........................ ... (date) been reduced by the relevant amounts of items prescribed in regulations 23(6), 
23(8). 23( I ? )  and 23(13) as deductions agairiat capital and reserve funds. 

Furthermore; this bankloperation has from the twentieth business day of the month following the quarter for which the 
preceding return of form BA 610 was submitted lo date maintained, and will continue to maintain, for every day until the 
nineteenth business day of the month following the quarter to which this retum relates, the relevant prescribed 
minimum amount of- 

(i) allocated qualifying primary and sewndary capital and reserve funds relating to risks other than market risk, as 
prescribed In regulations 38(8) and 38(9): and 

(ii) allocated qualifying primary arid secoldary capital and reserve funds and tertiary capital relating to market risk, 
as prescribed in regulations 38(8) and 38(9), or 

(iii) capital and reserve funds specified by the relevant host supervisor should the latter be higher. 

and complieslw~ll comply, as from the twentieth business day of the month following the quarter to which this retum 
relates, with the aforesad relevant requirements relating to the maintenance of the prescribed minimum amounts of: 

(1) allocated qualifying primary and secondary capital and reserve funds; and 

(ii) allocated qualifying primary and secondary capital and reserve funds and tertiary capital 

(When the bankl operation failed to comply with the relevant prescribed requirements, the declaration shall be qualified, 
and a statement showing the relevant deficiency(ies). for every day on which a deficiency existed, shall accompany this 
return.) 

B. DECLARATION IN RESPECT OF RELATED MATTERS 

We. the undersigned. Iiereby declare as lollows: 

1 .  ANTI-MONEY LAUNDERING LEGISLATION 

This bankloperation has to date complied with and will continue to comply with any relevant requirement contained in 
relevant legislation in respect of anti-money laundering. 

(When the hankloperation failed to comply with any relevant requirement, the declaration shall be qualified, and a 
statement indicating the relevant details of the fa~lure to comply shall accompany this return.) 
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19 
C. FORMS SUBMllTED 

The following statement(s) and return(s), as identified by a hash total or cross in the relevant space provided, are sl~hrnltted 
herewith in the forrriat indicated below 

I Hash total on I ln the event of a auerv, the Reserve Bank I 

2. In respect of detailed information not submitted in an electronic format on the relevant return 

D. ATTESTATION OF FORM BA 099A 

1. CERTIFICATION BY OFFICIALS RESPONSIBLE FOR EACH RELEVANT RISK 

Form Heading of form number 

BA 61 0 Fore~gn operations of South African banks 

BA 610 Forelgri operations of South African banks 
Other (Please specify) 

(= .-R'SK 1 RESPONSIBLE OFFICIAL I SIGNATURE 1 DATE 1 

1. In respecl of relevant amounts electron~cally submitted. 

BA form 
electronically 

submitted' 

Hard copies 
submitted2 

2. CERTIFICATION BY FOREIGN CHIEF EXECUTIVE OFFICER. FOREIGN CHIEF ACCOUNTING OFFICER AN0 
FOREIGN EXECUTIVE OFFICER (ANTI-MONEY LAUNDERING) 

Ba lan~shee t  
Iricorne statement 
Solvency 
L~qu~dlty 

- 
Interest rate 
MarkexPositton) 
Cred~t 
Techriolog ical 
Operattonal 
Any other r~sk regarded as 

Signed at . . . . . . . . . . . . . . . . . . . . . . . . . . .  , this ....................... day of ..................................................................... ( w - m r n )  

may contact: 

-- 

.......................................................... 
Foreign Chief Executive Officer* 

' 

Name 

. .- .. . . . . . . . .  ,( ............................................................ 
Foreign E X ~ X J ~ I V ~  Officer* (Anti-morrey launder~ng) 

Tei no. Ext 

Foreign Chief Accounting Officer' 

'Please note: When the Foreign Chief Executive Officer, Foreign Chief Accounting Officer or Foreign Executive Officer (Anti- 
money laundering) is not available to sign a completed form BA 099A, the officer performing the ~elevant 
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 clearly be stated 

1 I 
In the event of a query, the Reserve Bank 

may contact: 
Name Tel no. Ext 
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INSTRUCTIONS RELATING TO FINANCIAL, RISK-BASED 
AND OTHER RELATED RETURNS 

8. Calculation of averages 

( I )  Whenever relevant or required, unless specifically otherwise stated, the average daily 
balance for a month in respect of any liability or asset item, or any other balance or prescribed 
magnitude, identified in the prescribed forms, shall be calculated by totalling the amounts 
thereof for each day of the month and by dividing such total by the number of calendar days in 
the particular month to which the statement relates. 

(2) The balance to be used in respect of any day on which the reporting bank is not open for 
business shall be the total of the relevant liability or asset item, balance or magnitude as at the 
close of business on the preceding business day. 

(3) When a bank is unable to calculate an average daily balance for a month, as envisaged in 
subregulation ( I ) ,  the bank concerned may apply to the Registrar for approval to use, in respect 
of a particular item, the month-end figure for the reporting month and the relevant figures for the 
preceding two month-ends to calculate an average balance. (A bank shall indicate, in its 
application to the Registrar, the approximate average difference between the month-end figure 
and the average daily balance for the particular item and by which date it expects to be able to 
calculate an average daily balance for the month, as envisaged in subregulation (I)). 

9. Gross balances 

(1) Unless expressly otherwise directed in writing by the Registrar or provided in these 
Regulations, including the prescribed forms, all information required to be reported in the forms 
shall be reported on the basis of gross balances. 

(2) Subject to the provisions of subregulation ( I ) ,  the reduction of balances shall be effected 
only as a result of the application of set-off in terms of regulation 13, cash-management 
schemes in terms of regulation 16 or netting in terms of the relevant requirements specified in 
regulation 23. 

(3) Assets pledged as security for liabilities of a bank, and such liabilities, shall respectively be 
reported on the basis of gross balances. 

10. Maturity classification 

Unless specifically otherwise stated, the maturity classification of a liability or an asset (which 
classification shall for the purpose of the determination of any average amount be effected on a 
daily basis) shall be determined with reference to the remaining period to  maturity of the 
liability or asset in question and not with reference to the date on which the liability was incurred 
or the asset was acquired. 
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I I. Reference to line item numbers 

Arabic numerals appearing under the heading "Line item" and used to number individual 
paragraphs of the regulations containing directives and interpretations for the completion of 
returns correspond to the relevant line item numbers appearing on the relevant forms. 

12. Revaluation surplus ranking as secondary unimpaired reserve funds 

(1) A surplus resulting from a revaluation of specified assets shall rank as secondary 
unimpaired reserve funds only to the extent permitted in paragraph (a) of the definition of 
"secondary unimpaired reserve funds", in section l (1)  of the Act, if the revaluation in question 
complies with the conditions specified below. 

The revaluation shall be a revaluation of strategic long-term investments or fixed 
assets that have formally been identified by the board of directors of the relevant 
bank as strategic long-term investments. 

The revaluation shall be made by an independent valuer or associated valuer 
registered as such under the Valuers' Act, 1982, as amended, or, with the approval 
of the Registrar, by another suitably qualified person, at intervals of not more than 
once every financial year or at such intervals as may be specified in writing by the 
Registrar and in accordance with the accounting policy of the reporting bank and 
relevant financial reporting standards issued from time to time. 

The assets being revalued shall be similar in nature, for example, investments in 
premises of a bank, and the revaluation of all such assets shall be undertaken on a 
portfolio basis at the same time. 

A reduction in the value of any relevant asset revalued shall also be taken into 
account. 

Details of all revaluations of assets shall clearly be disclosed in the annual financial 
statements of the relevant reporting bank. 

(2) Subject to the provisions of subregulation ( I ) ,  no surplus resulting from a foreign- currency 
translation or contingency item shall rank as secondary unimpaired reserve funds in terms of 
section l (1)  of the Act. 
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(1) When a client maintains both debit and credit balances with a bank, it may be permissible 
in certain circumstances to set such balarlces off against one another for the purposes of 
completing the prescribed forms, resulting in only net balances being reported. 

(2) Unless specifically otherwise provided in these Regulations, set-off shall be allowed only if 
all of the circumstances specified below apply. 

(a) A legal right to set-off shall exist, and the reporting bank shall in cases of legal 
uncertainty obtain a legal opinion to the effect that its right to apply set-off is legally 
well founded and would be enforceable in the liquidation or bankruptcy of the client 
or the bank. 

(b) The debit and credit balances shall relate to the same obligor 

(c) Both the debit and credit balances shall be denominated in the same currency. 

(d) The debit and credit balances shall have identical maturities. 

(e) The reporting bank shall monitor and control the relevant debit and credit balances 
on a net basis in its risk management process and client database for the granting of 
facilities. 

(3) For the purposes of this regulation 13, obligor means any natural person or juristic person, 
and "person" shall not have the same meaning as a "person" defined in regulation 65. 

14. Trading activities 

(1) All items comprising a bank's trading portfolio- 

shall be reported in the forms prescribed in these Regulations and shall be reflected 
against the appropriate items and in the columns specified in the forms; 

shall be reported in accordance with the relevant instructions, directives and 
interpretations of these Regulations; 

shall on a daily basis be marked to market or when the bank adopted an approach 
of marking to model, the bank shall assess on a daily basis the relevant parameters 
of the model; 

shall be managed and monitored in terms of duly defined policies and procedures, 
and a duly defined trading strategy, which policies, procedures and strategy- 

(i) shall be approved by the bank's board of directors and senior management; 

(ii) shall be duly documented; 
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(e) shall be managed through a trading desk by dealers with the autonomy, amongst 
other things, to enter into or manage the positions within the agreed limits and in 
accordance with the said board approved policies, procedures and trading strategy 
of the bank; 

(f) shall be subject to appropriate position limits; 

(g) shall be reported to the sc~nior management of the bank as an integral part of the 
bank's day-to-day risk man ~gement process; 

(h) shall actively be monitored with reference to relevant market information, including a 
continuous assessment by the bank of- 

(i) market liquidity; 

(ii) the ability to hedge positions; 

(iii) the extent of turnover in we market; 

(iv) the quality and availability of information that has an impact on the bank's 
valuation process; 

(v) the extent and nature of relevant positions traded in the market. 

15. Accrued interest and amounts 

(1) All liabilities and all assets shall include interest accrued up to the end of the period to 
which the relevant statement relates. 

(2) When a bank is unable to include interest accrued up to the end of the period to which the 
statement relates, as required by subregulation ( I ) ,  the bank concerned may apply to the 
Registrar for approval to respectively reflect such accrued interest under other liabilities or other 
assets. (The bank shall indicate in its application to the Registrar by which date it expects to be 
able to include accrued interest in the respective liability or asset items, as required by 
subregulation (1)). 

(3) Amounts shall be reported to the nearest thousand units of currency, for example, 
R4 107 498 and R4 107 540 shall respectively be reported as R4 107 and R4 108. 
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16. Cash-management schemes 

(1 ) Unless specifically otherwise specified or prescribed in these Regulations, the reduction of 
balances resulting from the application of a cash-management scheme shall be taken into 
account in completing the prescribed forms only when all of the conditions specified below are 

The cash-management scheme shall be conducted only for companies that are 
subsidiaries of the same holding company and that are included in the group audited 
annual financial statements of such holding company, as well as for such holding 
company. 

Any transfers of debit or credit balances from individual accounts to a central group 
account shall be shown as actual transactions on individual accounts, as well as in 
the accounting records of the individual account holders, in order to ensure that the 
accol~nting system of the relevant bank reflects the true debtortcreditor and legal 
relationships. 

The bank shall provide its clients with statements of account evidencing the effect of 
transfers, whenever such transfers are made between their accounts and a central 
group account, in order to enable the clients of the bank to make the necessary 
entries to ensure that their respective accounting records reflect the true 
debtorkreditor and legal relationships vis-a-vis the bank (except for uncleared items, 
balances in the books of clients should therefore correspond to balances on client 
accounts in the accounting system of the relevant bank). 

A group account, or any other account to which transfers are made, shall be in the 
name of a legal entity in order to protect the legal position of the bank. 

Any transfer between client accounts and a central group account shall be supported 
by legal authorisation granted to the bank by its clients, including resolutions of 
clients' boards of directors to effect such transfers. 

Written agreements whereby authorisation is granted as contemplated in paragraph 
(e) shall legally limit the bank's risk to the debtortcreditor relationship that exists after 
transfers have been effected. 

Any statutory return shall reflect the true debtortcreditor and legal relationships of the 
bank vis-a-vis its clients. 

The bank entering into written agreements relating to cash-management schemes 
with its clients shall ensure that the clients are fully aware that after the transfer of 
balances on their accounts, they have no claim against or obligation to the bank in 
respect of the amounts so transferred. 

The bank shall ensure that all written agreements relating to cash-management 
schemes entered into by it with clients are legal and binding. 
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(j) Any cash-management scheme involving the transfer of balances among different 
legal entities, as well as a standardised written agreement, providing for the conduct 
of such a scheme, entered into between a bank and its clients, shall be submitted to 
the Registrar for approval. 

17. Assets sold or acquired in terms of a repurchase or resale agreement 

(1) All repurchase and resale agreements concluded by a bank shall comply with the 
conditions specified below, and such further conditions as may be specified in writing by 
the Registrar. 

(a) No repurchase or resale agreement shall be concluded by a bank with a client of 
that bank without such client's prior consent. 

(b) A bank shall advise its client in writing of every such agreement concluded between 
them. 

(c) All documentation relating to such agreements, including letters of confirmation, 
statements of account and audit certificates, furnished to its clients by a bank, shall 
clearly identify the relevant transactions as repurchase or resale agreements. 

(d) Each transaction shall be recorded in the accounting records of the bank, including 
the client's account in the books of the bank, and the client shall be advised in 
writing of each transaction on hislherlits account with the bank concerned. 

(e) The underlying asset of such agreement shall at all times separately be identified 
physically and in the accounting records of the bank. 
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26 

BALANCE SHEET 

Paae no. 

1. Form BA 100 - Balance sheet .................................................... ................ 27 

2. Regulation 18 - Directives and interpretations for completion of 
monthly balance sheet (Form BA 100) .................................. 31 



BALANCE SHEET 
(Confide~tral and not available for inspection by the public) 
Name of bank/ controhng conpanv 
:lontP anoeo viyy-mn-do' 

ASSETS 

Cash and baiar~ces with central bank (:c:a! 3: i:cm 2.  5 onr! E) 

Cash in hand (total of items 3 and 4) 

Gold coin and bullion 
Local and for?'-- -.::-.??cv 

Mandatory reserve depos~ts with central bank 
Other balances with central bank 

Short term negotiable securities (total of items 8 to 10, less 11) 
Negotiable certificates of deposit 
Treasury bills 
Other 
Less: credit impairments 

Loans and advances to  customers (item 24 less item 25) 
Homeloans 
Commercial mortgages 
Credit cards 
Lease and instalment debtors 
Overdrafts 

Redeemable preference shares and other equivalent instruments 
issued to provide credit 
Trade, other bills and bankers' acceptances 
Term loans 
Factoring accounts 
Loans granted/ deposits placed under resale agreements 

Other loans to customers/ clients 
Gross loans and advances (total of items 13 to 23) 
Less: credit Impairments 

1. Excluding foreign branches 
2. lncludlng foreign branches 

BA 100 
Monthly' 

'Quarterly for cclumns 6 and 7 

---- (All arnountsJo be rounded off to the learest R'000) - 
Actual balances at month-end I 

Operations i n  the ~ e ~ u b l i c '  I 

Line I 
I Memo jhrn Consolidated I Consolidated 

0 b a n k  / Bank intra- bank controlling 1 / no. 1 Banking I Trading I ~ o t a l '  I group balances 1 bank* i company 1 -- 



ASSETS 

-- 
Investment and trading securities (total of items 27 :o 31 less itern 32) 

Equ~ties - listed 

Equities - unlisted 
Commodities 
Government and government-guaranteed securities 
Other dated secur~ties 
Less: impairment 

Derivative financial instruments 
Pledged assets (total of items 35 to 38) 

Equities - listed 
Equities - unlisted 
Government and government-gilaranteed securities 
Other dated securit~es 

Investment in  subsidiary companies 
lnvestment in  associate companies 
Investments in  jaint ventures 
Non current assets held for sale 
Intangible assets (total of items 44 to 46) 

Goodwill 
Computer software and capitalised development costs 
Other 

Reinsurance assets 

Investment property 
Property and equipment 
Current income tax receivables 
Deferred income tax assets 

Post-employment assets 
Other assets 
TOTAL ASSETS (total of items 1, 7. 12. 26. 33. 34. 39 to 43 and 47 to 53) 
1. Excluding forelgn branches 
2. lncludlng foreign branches 

- - (All amounts to be rounded off to the nearest R'OOO) -- 
I 

Actual balances at month-end 
- _ _ _ I _  1 

Line 
no. 

-- 
26 

27 
28 

29 

30 

31 
32 

33 

34 

35 
36 

37 
38 

39 

40 
41 

42 

43 
44 

45 

46 
47 

48 
49 

50 
5 1 

1 Operations ~n the Republic' I ' Memo item Consolidated I -- 
I Total ban*' Bank intra. 1 bank ~0ntr0l l inp / 1 Banking 1 Trading / ~ o t a l '  1 bank' 

1-i- -- --- - IgrouP balances' 1 companf 



(All amounts to be rounded off to the nearest R'000) 
I 
I , Actual balances at month-end 

LIABILITIES 

, , , 
Line 1 Operations i n  t h e ~ e p u b l i c '  - Mernoitem 1 Consolidated 1 

i no. I 1 1> Total b a n g  i Bank intra-group 
Consolidated ; bank controlling 

Banking Trading ~ o t a l '  1 I balances / 

Current accounts 
Savings deposits 
Call deposits 
Fixed and notice deposits 
Negotiable certificates of deposit 
Other deposits and loan accounts 
Deposits received under repurchase agreements 

Liabilities under investment contracts 
Liabilities under insurance contracts 
Policyholder liabilities 
Derivative financial instruments and other trading liabilities (total of 
items 67 and 68) 

Derivative financial ~nstruments 
Other trading liabilities 

Term debt instruments (total of items 70 and 7:) 

Qualifying as cap~tal 
Other 

Deferred revenue 
Current income tax liabilities 
Deferred income tax liabilities 
Non current liabilities held for sale 
Retirement benefit obligations 
Provisions 

Other liabilities 

I ! I ! -. .. . 
~~ - ~ 

1 %  1 I 2 I 3 1 4 5 i 6 7 
Deposits, current accounts and other creditors (total of items 56 to 62) I 

1 I 

I I 

TOTAL LIABILITIES (total of items 55, 63 to 66,69 and 72 to 78) / 79 1 
1. Excluding foreign branches 
2. Including foreign branches 

1 I 1 



EQUITY 
Capital and reserve funds attributable to equity holders 

-- 
Total equity attributable to equity holders (total of ~terns 81 to 83) 

Share cap~tal 

Retained earnings 

Other reserves 
Preference shareholders and minority shareholders equity (total 
of Items 85 and 861 

Minority ord~nary shareholders 

Preference shareholders 

TCTAL EQUITY (!otal of items 80 and 84) 
TOTAL EQUITY AND LIAB!L!.I'IES {tgaiof items 79 and 87) 

Memorandum Items: 
Analysis of item 12 (loans and advances to customers) 

Loans and advances to customers other than banks 
Loans and advances to banks 

Analysis of item 55 (deposit, current accounts and other creditors) 

Sovereigns, including central banks 
Public sector entities 

Local authorities 

Banks 

Securities firms 
Corporate custorners 

Retail custorners 

Other 
1. Excluding foreign branches 

30 

(A!! mounts to be rounded off to the nearest R'000) -7 
Actual balances at month-end I 

Operations in the ~ e ~ u b l i c '  I 
I Memo item Line bank controlling 1 

no. , Banking i Trading I Bank intra-WOUfJ bank* i i balances 

2. including foreign branches 
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18. Balance sheet - Directives and interpretations for completion of monthly balance 
sheet (Form BA 100) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) Instructions relating to the completion of the monthly balance sheet are furnished with 
reference to the headings and item descriptions of certain columns and line item numbers 
appearing on the form BA 100, as follows: 

Column number 

1 Banking 

This column shall include all asset and liability items other than the asset and liability 
items designated in terms of the reporting bank's board-approved policy as constituting 
part of the bank's trading activities. 

2 Trading 

This column shall include all asset and liability items designated in terms of the reporting 
bank's board-approved policy as constituting part of the bank's trading activities. 

3 Total SA operations, excluding foreign branches 

This column shall reflect the aggregate amount of columns 1 and 2 and relates only to 
the South African operations of the reporting bank. 

4 Total bank, including foreign branches 

This column shall reflect the relevant amounts relating to the balance sheets of the 
reporting bank and its foreign branches, which amounts shall be calculated on a 
consolidated basis. 

5 Bank intragroup balances 

Column 5 is a memorandum column and shall reflect any amount included in column 3 
that relates to an amount received byl owed to the reporting bank from any person, 
entity, institution or company that is a member of the group to which the reporting bank 
belongs, including any subsidiary, associate or joint venture of the reporting bank and its 
controlling company, and the controlling company itself. 

6 Consolidated bank 

This column shall reflect on a consolidated basis the consolidated amounts relating to 
the balance sheets of the reporting bank and its branches, subsidiaries, joint ventures 
and relevant associates. 
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7 Consolidated bank controlling company 

This column shall reflect on a consolidated basis the consolidated amounts relating to 
the balance sheets of lhe controlling company and its subsidiaries, joint ventures and 
relevant associates. 

Line item 
number 

5 Mandatory reserve deposits with central bank 

This item shall include any credit balance in an account, and any relevant balance in a 
contra account, maintained by the reporting bank with the Reserve Bank in terms of 
section 1OA of the South African Reserve Bank Act, 1989 (Act No. 90 of 1989). 

In completing the return in respect of banking business conducted outside the Republic, 
the definitions and interpretations 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. 

6 Other balances with central bank 

This item shall include any credit balance in a clearing account with the Reserve Bank 
provided that the reporting bank shall include in the relevant item under item 12 any 
other balance in respect of loans or advances to/ with any other central bank. 

7 to 11 Short-term negotiable securities 

These items shall include the relevant required gross amounts relating to- 

Negotiable certificates of deposit; 

Treasury bills; and 

Any other relevant security of a short-term nature, 

provided that the reporting bank shall report in item 11 any relevant amount relating to a 
credit impairment raised in respect of the instruments included in items 7 to 10. 

13 Homeloans 

This item shall reflect the relevant aggregate amount in respect of loans secured by 
mortgage on occupied urban residential dwellings or occupied individual sectional title 
dwellings that are or will be occupied by the relevant borrowers, or that is rented with the 
consent of the relevant obligors, provided that the bank shall report in item 14 the 
relevant aggregate arr~ount relating to any loans secured by mortgage other than the 
aforesaid mortgaged lending in respect of residential property. 
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Credit impairments 

This item shall include the aggregate amount relating to specific and portfolio credit 
impairments raised in respect of discounts, loans or advances included in item 24. 

Government and government guaranteed securities 

This item shall reflect the aggregate amount relating to debt securities issued by a 
sovereign, including any multilateral development bank that qualifies for a risk weight of 
zero per cent in terms of the provisions of regulation 23(6), the Bank for lnternational 
Settlements, the International Monetary Fund, the European Central Bank or the 
European Community. 

Other dated securities 

This item shall reflect the aggregate amount relating to debt securities issued by- 

a bank; 

a public-sector entity; or 

any ot-her person, entity or institution 

Pledged assets 

In accordance with relevant Financial Reporting Standards issued and relevant 
accounting practices applied from time to time these items shall reflect the relevant 
required amounts in respect of assbts lodged or pledged to secure liabilities. 

lnvestments in  associate companies 

This item shall reflect the relevant required amounts relating to investments in associate 
companies, which amounts shall be reported at carrying value, including any relevant 
amount in respect of equity accounted earnings, and net of any impairment for a 
diminution in value. 

lnvestments in  joint ventures 

This item shall reflect the relevant required amounts relating to investments in joint 
ventures, which amounts shall be reported at carrying value, including any relevant 
amount in respect of equity accounted earnings, and net of any impairment for a 
diminution in value. 

Term debt instruments qualifying as capital 

This item shall reflect the aggregate amount in respect of subordinated debt issued by 
the reporting bank and in respect of which the bank obtained the prior written approval of 
the Registrar for the relevant amount to qualify as capital of the bank. 



36 No. 30629 GOVERNMENT GAZETTE. 1 JANUARY 2008 

71 Term debt instruments, other 

This item shall reflect the aggregate amount in respect of subordinated debt instruments 
issued by the reporting bank, other than amounts relating to instruments reported in item 
70, including any relevant amount that constitutes non-qualifying capital due to a 
prescribed limit cir haircut being applied in respect of the said amount. 

78 Other liabilities 

This item shall include the relevant aggregate amount in respect of liabilities not 
specifically provided for elsewhere in the return, including but not limited to creditors and 
any accrual for leave payment. 
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OFF-BALANCE-SHEET ACTIVITIES 

Pane no. 

1. Form BA 110 - Off-balance sheet activities .. .................................................. 36 

2. Regulation 19 - Directives and interpretations for completion of monthly 
off-balance sheet activities (Form BA 1 10) ............................. 37 



OFF BALANCE SHEET ACTIVITIES 
(Confidential and not available for inspection by the public) 

Name of bank1 controlling company. ................................. 
Month ended ...................................................... (yyyy-mm-dd) 

OFF BALANCE SHEET ACTlViTlES 

-- - - - - - - -- . --. 

Guarantees on behalf of clients 
Letters of credit 
Customers' indebtedness for acceptacces 
Committed undrawn faci!itles (inc!udir.g unl;!illsed draw-down icilities) 
Underwriting expxbres {including ie'iokii,g ~inderkriticg exposures) 
Credilderivatw instruments 
Committed capital exoenditure 
Operating lease c~mv i tmen :~  
Other contingent !iabilities 
TOTAL (of items 1 to 9) 

Memorandum items: 
Porlfolios managed 

By others on behalf of the reporting institution 
For others Were financing is provided 

Securities lent to: 
Residents (total of items 14 and 15) 

Banks 
Nowbanks 

Non-residents 
Securities borrowed from: 

Residents (total of items 18 and 19) 
Banks 
Non-banks 

Non-residents 
1. Erdudlng foreign branches 
2. Including foreign branches 

BA 110 
Monthly' 

'Quarterly for columns 6 and 7 

(All amounts to be robqrfed off to the nearest R'000) I 

Actual balances at monthend 4 

-- 
0 erations i n  the ~?publ ic '  M e m  item__] 

i n  - I 
/ Consoliaated 

,,, ' k i n =  Consolidated I 
no. / Batiking 1 Trading I ~ o t a i '  ; group I bank' I controlling 

! balances 1 --c------- 1 company' 1 
2 1 3  1 5 I 6 7 - 7  -__ _---- 5 -__--__--------- 1 - - ~  
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19. Off-balance sheet activities - Directives and interpretations for completion of 
monthly return concerning off-balance sheet activities (Form BA 110) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is to determine the nature and extent of 
off-balance sheet activities to which the reporting bank is irrevocably committed. 

(3) In order to ensure that the reporting bank, amongst other things, can duly distinguish 
between committed undrawn facilities, that is, facilities to which the reporting bank is irrevocably 
committed, and undrawn unconditionally cancellable commitments, that is, facilities to which the 
reporting bank is not irrevocably committed, the bank shall ensure that any relevant 
documentation or facility letter between the bank and its client clearly provides for such a 
distinction. 

(4) For the purposes of this regulation 19 and the completion of the form BA 110- 

(a) a bank shall regard any issued guarantee that represents an undertaking by the 
bank to fulfill a financial obligation of the person (buyer) in respect of whichlwhorn it 
was issued with regards to the purchase of property upon the registration of a 
mortgage bond, that is, a property guarantee, as a lending related guarantee; 

(b) letters of credit comprise all unutilised letter of credit facilities granted in respect of 
domestic and foreign transactions, confirmed letters of credit in respect of banks 
and letters of authority, including- 

(i) documentary credits outwards for domestic and foreign transactions (sight 
and usance); and 

(ii) documentary credits inwards (sight and usance) confirmed and/ or accepted; 

provided that any letter of credit serving as a financial guarantee shall be regarded 
as a lending related guarantee; 

(c) committed undrawn or unutilised facilities shall include- 

(i) loans and other credit facilities granted, whether for fixed or varying amounts, 
but not paid out to or used by clients; 

(ii) undrawn or unutilised overdraft facilities on current account; 

(iii) undrawn or unutilised acceptance facilities; and 

(iv) undrawn or unutilised revolving credit facilities, 

to which the reporting bank is irrevocably committed; 
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(d) irrevocable undrawn or unutilised draw-down facilities shall include any facility, 
regardless of its original maturity, granted in terms of a written agreement in terms 
of which the said facilities will be drawn down in agreed amounts during 
prearranged periods provided that a bank shall include in the form BA 110 only 
those amounts that the bank is committed to advance during the three month period 
following the reporting month; 

(e) underwriting exposures shail include all quantifiable underwriting commitments, 
whether in writing or given verbally, including- 

(i) all note-issuance facilities; and 

(ii) revolving underwriting facilities, 

in respect of which the contingent risk arise from the bank's role as underwriter of 
such issues, guaranteeing to provide a known amount of funds when other parties 
fail to do so; 

(f) a bank shall record its potential credit exposure originating from a credit-derivative 
contract when the bank acts as a protection providerlseller. 

(5) When a bank arranges a repurchase agreement, resale agreement, securities lending 
transaction or securities borrowing transaction, acting as an agent, but the bank provides a 
guarantee in respect of the performance of the third party, the bank shall be regarded as acting 
as principal and shall maintain capital in respect of the said transaction as if the bank acted as 
principal in respect of the relevant transaction. 

(6) Instructions relating to the completion of the return are furnished with reference to the 
headings and item descriptions of certain items appearing on the form BA 110, as follows: 

Line item 
number 

1 Guarantees on behalf of clients 

This item shall include the aggregate amount in respect of all relevant lending related 
guarantees and performance related guarantees issued on behalf of clients. 

3 Customers' indebtedness for acceptances 

This item shall include the relevant aggregate amount in respect of bankers' acceptances 
issued by customers or clients and subsequently endorsed and on-sold by the bank, that 
is, the relevant aggregate amount related to undertakings by the bank to fulfill an 
obligation of a customer or client who issued an acceptance, when the said customer or 
client fails to fulfill the relevant obligation at the due date. 
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Other contingent liabilities 

This item shall include the aggregate amount of all other liabilities where an outflow of 
economic benefits is possible, not probable. 

Portfolios managed by others on behalf of the reporting institution 

This item shall include assets not reported on the form BA 100. 

Portfolios managed for others and for which financing is provided 

This item shall include financing provided for the purpose of acquiring a portfolio of 
investments managed by the reporting bank, which financing has not been reported on 
the form BA 100. 
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INCQME STATEMENT 

Pane no. 

1 Form BA 120 - Income statement .................................................................. 41 

2. Regulation20 - Directives and interpretations for completion of 
monthly income statement (Form BA 120) ............................. 45 



INCOME STATEMENT 
(Confidentla1 and not available for lnspect~on by the public) 
Name of bank1 controlling company .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Month ended .......................................................... (ym-mmdd)  

BA 920 
Monthly* 

Quarteny for ~tems 1 !o 89, columns 8 and 9. and 
Items 90 to 128. co:umns 2 a ~ d  3 

Description of item 

stalment debtors 

e preference shares and other equivalent 

Factoring accounts 
Other 

Government and other dated securities 
Less: interest income on trading assets allocated to trading 
revenue 

Interest expense and similar charges (total of items 17, 25 and 26, 
less item 27 )  

Deposits, current accounts and other (total of items 18 to 20. 23 
and 24)  

Current accounts 
Savings deposits 
Term and other deposits (total of items 21 and 22) 

Fixed and notice deposits 
Other 

Negotiable certificates of deposit 
Other deposits and loans 

Other liabilities 
Term debt instruments 
Less: interest expense on trading liabilities allocated to trading 

2. lncludlng foreign branches 



Descriptio~i of  item 

-- -- 
Fee and commission income (total of items 30 to 35) 

Service charges 
Insurance commission 
Exchange commission 
Guarantees 
I'flowledge based fees 
O!her 

Fee and commission expense (!otal of  items 37 znd 38) 
Brokerage fees paid 
Other fees paid 

Net fee and commission income (item 29 less item 36) 
Net insurance premium revenue (tctal cf items 41 end 42) 

Insurance pmmium revenue 
Insurance premium c d e d  to reinsurers 

Net reinsurance income (t3?31 cf items 44 and 45) 
Gross claims and benefits paid sn insurace 
Reinsurwce recoveries 

Divldend income (total of items 47 r;nd 48) 
Subsidiary companies 
Other 

Net trading income I (loss) (total of items 50 to 55) 
Foreign exchange 
Debt securities 
Commodities 
Derivative instruments 
Equities 
Other 

Other gains less losses (total of items 57 to 60) 
Fair value gains and losses through profit and loss 
Fair value gains and losses on insurance liabilities 
Profitl (loss) on sale of available-for-sale assets 
Impairment of available-for-sale equity securities 

Other operating income I (loss) (total of items 62 and 63) 
Rental i n m e  
Other 

~on ln t&est  revenue (total of items 39. 40.43.46, 49. 56 and 61) 
Gross operating income I (loss) (total of items 28 and 64) 
1. Excluding foreign branchas 

(All amounts_tobe rounded off to the nearest R'000) 
Operations i n  the Republic' I / Consolidated 

,,p Consolidated : bank 
.ine Current month 1 Current year to  date I I bank* / controlling I 
no. 

- 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
4 1 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 

2. inciudln~forelgn branches 



I I 
I / company' I 1 Banking 1 Trading I Total / Banking 1 Trading 1 Total Year to date / Year to date / Year to date 1 

(Ail amounts to be rounded off to the nearest R'000) 1 I Operations in the ~ e ~ u b l i c '  1 Consolidated 1 
1 / Consolidated 1 bank 

Credit losses 
Operating expenses (total of items 68 to 76) 

Staff 
Computer processing 
Communication and travel 
Occupation and accommodation 
Marketing 
Fees and insurances 
Office equipment and consurnables 
Auditors remuneration 
Other 

Indirect taxation . 
Operating profit I (loss) before non-trading and capital items 
i tem 65 less items 66, 67 and 77) 
Non-trading and capital items (total of items 80 to 83) 

Goodwill (impairment I realisation) 
Impairment of investments 
Impairment of property and equipment, software and other 
Other non-trading and capital items 

Share of  profit I (loss) of associates and joint ventures 
Profit I (loss) before income tax (total of items 78, 79 and 84) 
Direct taxatlon 
Profit I (loss) for the year (item 85 less item 86) 

Aftributable to: 
Equity holden of the company 
Preference shareholders and minority shareholders 
interest 

1. Excluding fomlgn branches 

2. Including foreign branches 

i Line 
no. 

- 
66 
67 
68 
69 

70 
7 1 

72 
73 
74 

75 
76 
77 

Current month 1 Current year to date 
Description of item 

Total , bank* ; controlling 1 
1 
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Du Pont analysis based on  interost earning assets 

-- -- - -- 
Net interest income as a percentage of interert earning assets, plus 
Non interest revenue as a percentage of inlerest earning assets 
Total (of items 90 and 91) 
Less: Credit losses as a percentage of interest earning assets 
Loss: Operating expenses as a percentage of interest eaminy assets 
Add: Associate income as a percentage of interest earning assets 
Net profit before tax (item 92 less iterris 93 and 94, plus item 95) 
Multiply by: (1 - effective tax rate) 
Equals: Earnings as a percentage o'inlerest earning assets 
Multiply by: lnterest earning assels as a percentage of total assets 
Equals: Return on assets (ROA) 
Multiply by: Gearing ratio 
Equals: Return on accounting equity (ROE) 
Supervisory deductions and non-qua:ifying amounts (item 104 less item 102) 
Equals: Return on qualifying primary share capital and resew funds 

-- 
~ercentages' 

I Consolidated 
Consolidated 

Line no. I Total bank2 I b.nk. I coz$ng I 

-- 

Du Ponl analysis based on risk weighted assols 

--- -- - 
Net interest income as a percentage of risk weighted assets, plus 
Non interest revenue as a percentaye of qsk weighted asse!s 
Total (of items 105 and 106) 
Less: Credit losses as a percentage of lrisl! w~ighted assets 
Less: Operating expenses as a percentage of risk weighted assets 
Add: Associate income as a percentage of nsk weightec! assets 
Net profit before tax (item 107 less itenrs 108 and 109, plus item 110) 
Multlply by: (1 - effective tax rate) 
Equals: Earnings as a percentage of risk weighted assets 
Muttiply by: Risk weighted assets as a percentage ot total assets 
Equals: Return on assets (ROA) 
Multiply by: Gearing ratio 
Equals: Return on accounting equity (ROE) 
Supervisory deductions and nonqr~alifying amounts (item 11 9 less item 1 
Equals: R e t u r ~ o ~ q _ u a l i f y ~ r i m a ~ h ; ~ r e  Fpi@_andreserve funds - 

Other selected ratios 

Cost to income ratio 
Credit losses as a percentage of net interest income 
Interest income as a percen!age of risk weighted assets 
Interest eqense as a percentage of risk wei~ghted assels 
Fee and commission inconie as a pcrcmtaye of total income 
Trading income as a percentage of total income 
Other income as a percentage of total incon,e 
Staff expenses as a percentage of operating expenses 
Other expenses as a percentage of os~a>ng-expenses -- -- 
1. Items shall be expressed as percentages, rounded to two declnial places. 
2. lncludlng forelgn branches 
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20. Income statement - Directives and interpretations for completion of  monthly income 
statement (Form BA 120) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The columns titled "Current year to date" in form BA 120 shall reflect the year-to-date 
amounts in respect of the financial year of the reporting bank. In order to ensure that the 
relevant columns titled "Current year to date" in form BA 120 reconcile with the aggregate 
amounts reported in the columns titled "Current month" for the particular financial year of the 
reporting bank a bank shall include any adjustment to amounts previously incorrectly reported in 
the columns titled "Current month", provided that amounts reported in columns 7 to 9 of items 1 
to 89 relate only to the relevant year-to-date amounts. 

(3) All income and expense items, including gains and losses, shall be divided between those 
items relating to the bank's banking activities and those items relating to the bank's trading 
activities. 

(4) Instructions relating to the completion of the monthly income statement are furnished with 
reference to the item descriptions and line item numbers appearing on the form BA 120, as 
follows (where appropriate, the corresponding balance sheet item number is indicated): 

Line item 
number 

1 Interest and similar income 

The items listed in the income statement under this heading shall reflect interest income 
in respect of the corresponding asset items listed in the balance sheet, as follows: 

Item description 
income statement 

Form BAI 20 

Corresponding item on the 
balance sheet 
Form BAIOO 

Short term negotiable securities 
Loans and advances to customers 

, 

F r n e l o a n s  
Commercial mortgages 
Credit cards 

Line item 
2 
3 

Lease and instalment debtors 
Overdrafts 
Redeemable preference shares and 
other equivalent instruments - Trade, other bills and bankers' 
acceptances 
Term loans 

Line item 
7 
12 

4 
5 
6 

- 
~actoring&ounts 

Government and other securities 

13 
14 
15 

7 
8 

9 

10 
11 

16 
17 

18 

19 
20 . . 

12 

14 

-- 
21 

30 plus 31 plus 37 plus 38 
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Interest expense and similar charges 

The items listed in the income statement under this heading shall reflect the interest 
expense in respect of the corresponding liability items listed in the balance sheet, as 
follows: 

Item description 
Income statement 

Form BA12O 

I ~avinas de~osits I 19 I 57 I 

Corresponding item 
on the balance sheet 

Form BAlOO 

Deposits, current accounts and other creditors 
Current accourits 

I Term and other de~osits I 20 I 58 olus 59 I 

Line item 
17 
18 

Subsidiary companies 

. - ~  ~ ~~ 

J 

Line item 
55 
56 

Negotiable certificates of deposit 
Other deposits and loan accounts 

Term debt instruments 

This item shall reflect the aggregate amount in respect of dividends received from 
subsidiary companies. 

Other 

23 
24 
26 

This item shall reflect the aggregate amount in respect of dividends received from 
investments other than investments in subsidiary companies. 

60 

6 1 

69 

Commodities 

This item shall include any profit or loss resulting from the reporting bank's trading in 
commodities. 

Staff costs 

This item shall include any relevant amount in respect of- 

salaries and wages for staff; 

post retirement benefits; 

training costs; 

costs paid for contractors; 
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temporary staff costs; and 

employee share-based payment expenses. 

69 Computer processing 

This item shall include any amount relating to depreciation in respect of computer 
equipment. 

70 Communication and travel 

This item shall include any relevant amount in respect of- 

* telecommunication costs: 

local and foreign travel costs; 

postage and freight costs; 

vehicle depreciation costs; and 

vehicle operating lease charges 

71 Occupation and accommodation 

This item shall include any relevant amount in respect of- 

* external rental costs: 

wear and tear on leasehold properties and improvements; 

related operating lease charges; and 

other occupation and accommodation costs. 

73 Fees and insurances 

This item shall include any relevant amount in respect of fee and insurance costs but not 
any amount in respect of- 

* fees paid for auditing services, which fees shall be included in item 75; or 

direct fees and commissions paid in the generation of income, which fees and 
commissions shall be included in item 36. 
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74 Office equipment and consumables 

This item shall include any relevant amount in respect of- 

depreciation for furniture and other equipment; 

operating lease charges for furniture and other equipment; 

stationery and printing costs; and 

other office equipment or office consumable cost. 

75 Auditors remuneration 

This item shall include any relevant amount in respect of remuneration paid to auditors 
for audit services but not any fees paid to auditors for services other than audit services. 

76 Other 

This item shall include any relevant amount in respect of- 

share-based payment costs relating to BEE schemes; 

joint venture fees; 

deficiency; 

theft and fraud expenditure; 

maintenance costs relating to any property in possession; and 

any other expenditure item riot included in items 68 to 75. 

90 to Du Pont analysis and other selected ratios 
128 

For the completion of items 90 to 128 of the form BA 120, risk weighted assets shall in 
the case of- 

(a) a bank, as envisaged in column 7 of the form BA 120, be deemed to be equal to 
(item 11, column 6, of the form BA700) divided by (item 3, column 6, of the form 
BA700); 

(b) a consolidated bank, as envisaged in column 8 of the form BA 120, be deemed to 
be equal to (item 7, column 3, of the form BA600) divided by (item 4, column 3, of 
the form BA600); 
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(c) a consolidated bank controlling company, as envisaged in column 9 of the form 
BA 120, be deemed to be equal to (item 7, column 3, of the form BA600) divided 
by (item 4, column 3, of the form BA600). 

Net interest income as a percentage of interest earning assets 

This item shall be equal to item 28 divided by (item 6 plus item 7 plus item 12, of the 
form BA 100) multiplied by (365 days divided by the year to date number of days to 
the end of the current reporting month). 

Non interest income as a percentage of interest earning assets 

This item shall be equal to item 64 divided by (item 6 plus item 7 plus item 12, of the 
form BA 100) multiplied by (365 days divided by the year to date number of days to 
the end of the current reporting month). 

Credit losses as a percentage of interest earning assets 

This item shall be equal to item 66 divided by (item 6 plus item 7 plus item 12, of the 
form BA 100) multiplied by (365 days divided by the year to date number of days to 
the end of the current reporting month). 

Operating expenses as a percentage of interest earning assets 

This item shall be equal to item 67 divided by (item 6 plus item 7 plus item 12, of the 
form BA 100) multiplied by (365 days divided by the year to date number of days to 
the end of the current reporting month). 

Associate income as a percentage of interest earning assets 

This item shall be equal to item 84 divided by (item 6 plus item 7 plus item 12. of the 
form BA 100) multiplied by (365 days divided by the year to date number of days to 
the end of the current reporting month). 

1 - effective tax rate 

This item shall be equal to 1 minus ((item 86 plus item 77) divided by (item 85 less 
item 79 plus item 77)). 

Interest earning assets as a percentage of total assets 

This item shall be equal to (item 6 plus item 7 plus item 12, of the form BA 100) 
divided by item 54 of the form BA 100. 
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101 Gearing ratio 

This item shall be equal to (item 88 of the form BA 100) divided by (item 80 of the form 
BA 100). 

103 Supervisory deductions and non-qualifying amounts 

In order to reconcile the reporting bank's return on accounting equity, that is, ROE, and 
its return on qualifying primary share capital and reserve funds, this item shall reflect the 
difference between accounting equity and qualifying primary share capital and reserve 
funds owing to all relevant prescribed supervisory deductions and other non-qualifying 
amounts. 

104 Return on qualifying primary share capital and reserve funds 

This item shall be equal to (item 87 less item 79 of the form BA 120) divided by (item 
23, column I, of the form BA 700) multiplied by (365 days divided by the year to date 
number of days to the end of the current reporting month). 

105 Net interest income as a percentage of risk weighted assets 

This item shall be equal to item 28 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplied by (365 days 
divided by the year to date number of days to the end of the current reporting month). 

106 Non interest income as a percentage of risk weighted assets 

This item shall be equal to item 64 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplied by (365 days 
divided by the year to date number of days to the end of the current reporting month). 

108 Credit losses as a percentage of risk weighted assets 

This item shall be equal to item 66 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplied by (365 days 
divided by the year to date number of days to the end of the current reporting month). 

109 Operating expenses as a percentage of risk weighted assets 

This item shall be equal to item 67 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplled by (365 days 
divided by the year to date number of days to the end of the current reporting month). 
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Associate income as a percentage of risk weighted assets 

This item shall be equal to item 84 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplied by (365 days 
divided by the year to date number of days to the end of the current reporting month). 

1 - effective tax rate 

This item shall be equal to 1 minus ((item 86 plus item 77) divided by (item 85 less 
item 79 plus item 77)). 

Risk weighted assets as a percentage of total assets 

This item shall be equal to the relevant amount of risk weighted assets as defined 
hereinbefore in this subregulation (4) divided by item 54 of the form BA 100. 

Gearing ratio 

This item shall be equal to (item 88 of the form BA 100) divided by (item 80 of the form 
BA 100). 

Supervisory deductions and non-qualifying amounts 

In order to reconcile the reporting bank's return on accounting equity, that is, ROE, and 
its return on qualifying primary share capital and reserve funds, this item shall reflect the 
difference between accounting equity and qualifying primary share capital and reserve 
funds owing to all relevant prescribed supervisory deductions and other non-qualifying 
amounts. 

Return on qualifying primary share capital and reserve funds 

This item shall be equal to (item 87 less item 79 of the form BA 120) divided by (item 
23, column I, of the form BA 700) multiplied by (365 days divided by the year to date 
number of days to the end of the current reporting month). 

Cost to income ratio 

This item shall be equal to item 67 divided by item 65. 

Credit losses as a percentage of net interest income 

This item shall be equal to item 66 divided by item 28. 
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lnterest income as a percentage of risk weighted assets 

This item shall be equal to item 1 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplied by (365 days 
divided by the year to date number of days to the end of the current reporting month). 

lnterest expense as a percentage of risk weighted assets 

This item shall be equal to item 16 divided by the relevant amount of risk weighted 
assets as defined hereinbefore in this subregulation (4) multiplied by (365 days 
divided by the year to date number of days to the end of the current reporting month). 

Fee and commission income as a percentage of total income 

This item shall be equal to item 39 divided by item 65. 

Trading income as a percentage of total income 

This item shall be equal to item 49 divided by item 65. 

Other income as a percentage of total income 

This item shall be equal to (the sum of items 40, 43,46, 56 and 61) divided by item 65. 

Staff expenses as a percentage of operating expenses 

This item shall be equal to item 68 divided by item 67. 

Other expenses as a percentage of operating expenses 

This item shall be equal to (item 67 less item 68) divided by item 67. 
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2. Regulation 21 - 

53 

SHAREHOLDERS OF A BANWCONTROLLING COMPANY 

Pane no. 

Return regarding shareholders of a bank/controlling 
company ........................................................................................ 54 

Directives and interpretations for completion of the annual 
return concerning shareholders of a banklcontrolling 
company (Form BA 125) .... . . .. .. .. . .. .... .... .... .............. . ..... . ... . .. .. . .... ..... 55 
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21. Shareholders of a banklcontrolling company - Directives and interpretations for 
completion of the annual return concerning shareholders of a banklcontrolling 
company (Form BA 125) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is to obtain from the relevant bank or 
controlling company's shareholder register selected information in respect of significant 
domestic and foreign shareholders, including selected information relating to significant or 
associated shareholders that control or may potentially control the relevant bank or 
controlling company. 

(3) Subject to the provisions of subregulations (4) and (5) below, in respect of every 
relevant class of shares, that is, shares with voting rights, shares with potential voting rights 
and shares with no voting rights, the return shall contain or be accompanied by detailed 
separate lists of domestic and foreign shareholders, separately providing the relevant 
required details in respect of shareholders holding 1 per cent or more of the total number or 
nominal value of, or in relevant cases the exercisable voting rights attached to, the issued 
shares in respect of the specific class of share, or the total number or nominal value of, or in 
relevant cases the exercisable voting rights attached to, all the relevant classes of issued 
shares, which lists- 

(a) shall be compiled from the relevant bank or controlling company's shareholder 
register; 

(b) shall be compiled in alphabetical order according to the names of the respective 
shareholders, stating opposite each relevant shareholder name- 

the address of the relevant shareholder; 

the number of shares registered in the name of that shareholder; 

the nominal value of the shares registered in the name of that 
shareholder; 

in all relevant cases, the exercisable voting rights attached to the shares 
registered in the name of that shareholder; 

the total number and nominal value of, or in relevant cases the 
exercisable voting rights attached to, shares issued in respect of the 
relevant class of shares; 

the percentage which the total number or nominal value of, or in relevant 
cases the exercisable voting rights attached to, those shares registered 
in the name of that shareholder represents of the total number or nominal 
value of, or in relevant cases the exercisable voting rights attached to, 
the issued shares of the bank or controlling company in respect of the 
relevant class of shares; 
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(vii) the percentage which the total number or nominal value of, or in relevant 
cases the exercisable voting rights attached to, those shares registered 
in the name of that shareholder represents of the total number or nominal 
value of, or in relevant cases the exercisable voting rights attached to, all 
the issued shares of the bank or controlling company; and 

(viii) when the shareholder is a bank, controlling company or, in the case of a 
foreign shareholder, an institution conducting business similar to the 
business of a bank, the fact that it is such a bank, controlling company or 
institution, as the case may be. 

(c) shall in the case of two or more domestic or foreign shareholders that are 
associates, in alphabetical order according to their names and listed as a group 
under the name of one of the said associates, in addition to the particulars 
referred to in paragraph (b), indicate- 

(i) the fact that the said shareholders are associates; 

(ii) the total number and nominal value of, or in relevant cases the 
exercisable voting rights attached to, all the shares registered in the 
names of the respective shareholders; 

(iii) the percentage which the total number or nominal value of, or in relevant 
cases the exercisable voting rights attached to, those shares registered 
in the names of the said shareholders represents of the total number or 
nominal value of, or in relevant cases the exercisable voting rights 
attached to, the issued shares of the bank or controlling company in 
respect of the relevant class of shares; 

(iv) the percentage which the total number or nominal value of, or in relevant 
cases the exercisable voting rights attached to, those shares registered 
in the names of the said shareholders represents of the total number or 
nominal value of, or in relevant cases the exercisable voting rights 
attached to, all the issued shares of the bank or controlling company, 

(d) shall separately specify the aggregate number and nominal value of, and in 
relevant cases the exercisable voting rights attached to, shares respectively 
registered in the names of all domestic and foreign shareholders. 

(4) When a domestic or foreign shareholder holds less than 1 per cent of the total number 
or nominal value of, or in relevant cases the exercisable voting rights attached to- 

(a) issued shares relating to a specific class of shares; or 

(b) all the classes of issued shares, 

the respective lists envisaged in subregulation (3) shall instead of the required 
individual names and other details of the said shareholders specify- 
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(i) the aggregate number of such domestic or foreign shareholders; 

(ii) the aggregate number of shares registered in the name of the relevant 
shareholders: 

(iii) the total nominal value of such shares; 

(iv) in relevant cases, the exercisable voting rights attached to such shares; 

(v) the percentage which the total nominal value of such shares represents of 
the total nominal value of the issued shares of the bank or controlling 
company in respect of the relevant class of shares; 

(vi) the percentage which the total nominal value of such shares represents of 
the total nominal value of all the issued shares of the bank or controlling 
company; 

(vii) in relevant cases, the percentage which the exercisable voting rights 
attached to such shares represents of the total exercisable voting rights 
attached to the issued shares of the bank or controlling company in 
respect of the relevant class of shares; and 

(viii) in relevant cases, the percentage which the exercisable voting rights 
attached to such shares represents of the total exercisable voting rights 
attached to all the issued shares of the bank or controlling company. 

(5) When the total number or nominal value of, or in relevant cases the exercisable voting 
rights attached to, shares in a bank or controlling company registered in the name of a 
shareholder is less than one per cent of the total number or nominal value of, or in relevant 
cases the exercisable voting rights attached to, issued shares in respect of a specific class 
of shares or all the issued shares of the bank or controlling company concerned, such bank 
or controlling company, for the purposes of this regulation, unless it has knowledge to the 
contrary, may accept that the shareholder concerned- 

(a) is a domestic shareholder when the address entered in respect of such 
shareholder in the register of members referred to in section 105 of the 
Companies Act is an address in the Republic; and 

(b) is not an associate of any other shareholder of the bank or controlling company. 

(6) In addition to the relevant required information relating to shares, specified in 
subregulations (3) and (4) above, a bank or controlling company shall in respect of any 
instrument convertible into shares report to the Registrar- 

(a) the relevant number of persons holding the said instruments; 

(b) the relevant number of such instruments issued; 

(c) the relevant value of such instruments issued; and 

(d) whether or not the holders of the said convertible instruments are associates. 
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(7) For the purposes of this regulation 21 "associate" means an associate as defined in 
section 37(7) of the Act. 

(8) Instructions relating to the completion of the return are furnished with reference to 
certain item descriptions and line item numbers appearing on the form BA 125, as follows: 

Line item 
number 

1 t o3  

4 and 5 

6 and 7 

9 to 11 

- - 

These items shall reflect the relevant required aggregate amounts relating to shares 
with voting rights, such as ordinary shares. 

These items shall reflect the relevant required aggregate amounts relating to shares 
with potential voting rights, such as cumulative preference shares. 

These items shall reflect the relevant required aggregate amounts relating to shares 
with no voting rights, such as certain classes of non-cumulative preference shares. 

These items shall reflect the relevant required aggregate amounts relating to 
convertible instruments. such as convertible debentures. 
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RESTRICTION ON INVESTMENTS, LOANS AND ADVANCES 
(Cor~fidential and not available for inspection by the public) 

........................................ Name of bank. 
Quarter ended .................... (yyyy-mrn-dd) 

-- LAemounts to be rounded off to the nearest R'000: 
Line Total 

Restriction o n  investments i n  immovable property and shares, and on loans and advances ne- 1 
- - - 

Total (of items 2 to 4) 

Investment in immovable property 
Investment in shares, excluding preference shares that are not convertible into ordinary shares 
Loans and advances to subsidiaries investing in andlor developing immovable property 41------ 

Less: Investment in immovable properly bought-in and shares acquired during the preceding five 
years in order to protect an investment, including loans and advances 
Investments as reduced (item 1 less item 5) 
Qualifying primary and secondary capital and reserve funds relating to risks other than market risk 7 

Amount by which the bank's reported qualifying primary and secondary capital and reserve funds 
exceed its investments in immovable properly and shares and loans and advances to specified 
subsidiaries (item 7 less item 6) 

Total (of items 10 to 12) 
Total amounl of the bank's investments in specified debentures and preference shares 

8 

Total 
1 

Restriction on  investments in and loans and advances to  certain associates 
Line 
no. 

Total amount owing to the bank in respect of loans and advances to associates 

Total amount of guarantees andlor other instruments, relating to the liabilities or contingent 
liabilities of associates 

Less: Amount by which the bank's qualifying primary and secondary capital and reserve funds 
exceed its investments in immovable property and shares, and loans and advances to certain 
suhsidiaries (item 8) 

Adjusted amount of investments, loans and advances (item 9 less item 13) 
10 per cent of specified liabilities to the public (10 per cent of item 55 of the form BA 100) 
Excess/(deficiency) (item 15 less item 14) . -- - 
Memorandum item 

11 

12 

13 

14 
15 
16 

Loans and advances to associates not conducted on an arm's-length basis 
_(Please provide details on a separate schedule) 17 
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22. Restriction on investments, loans and advances - Directives and interpretations 
for completion of the quarterly return concerning investments, loans and 
advances (Form BA 130) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is to determine the reporting bank's- 

(a) investments in immovable property and shares, and on loans and advances to 
certain subsidiaries; and 

(b) investments with, and loans and advances to certain associates. 

(3) Based on, amongst others, the relevant requirements specified in section 76(1) of the 
Act, a bank shall manage its business in such a manner that the aggregate amount of its- 

(a) investment in immovable property; plus 

(b) investment in shares (excluding preference shares that are not convertible into 
ordinary shares); plus 

(c) loans and advances to subsidiaries of which the main object is the acquisition 
and holding or development of immovable property; less 

(d) investment in immovable property bought in and shares acquired during the 
preceding five years in order to protect an investment, including loans and 
advances, 

does not at any time exceed its qualifying amount of primary and secondary capital 
and reserve funds relating to risks other than market risk reported in item 105 of the 
form BA 700, as at the latest reporting date for which the relevant statement was 
submitted. 

(4) Notwithstanding the provisions of subregulation (3) above, based on, amongst others, 
the relevant requirements specified in section 77(1) of the Act, a bank shall manage its 
business in such a manner that the aggregate amount of- 

(a) its investments in debentures or preference shares of any of its associates, 
excluding such an associate that is a subsidiary referred to in subregulation (3), a 
bank or mutual bank, which debentures or preference shares are not convertible 
into ordinary shares; plus 

(b) its advances to any such associates; plus 

(c) its guarantees andlor other instrument relating to the liabilities or contingent 
liabilities of such associates; less 

(d) the excess amount of qualifying primary and secondary capital and reserve funds 
determined in terms of subregulation (3), 

does not at any time exceed ten per cent of the bank's aggregate amount of deposits, 
current accounts and other creditors as reported in item 55 of the form BA 100 as at 
the latest reporting date for which the relevant statement was submitted. 
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CREDIT RISK 
(Confidential and not available for inspection by the public) 
Name of bank: ................................... 
Month ended:. ............................... ..(yyyy/mm/dd) 

-- (All amounts to be rognded off to the nearest ROO0 . ... 

Standardised approach: 
Summary of selected credit risk related information 

Total gross loans and advances (item 24 of form BA 100) 

lmpaired advances' 

Assets bought-in (total of items 4 to 6) 

Immovable property (item 6, column 5, of form BA 220) 

Movable property 
Companies acqulred (item 1. column 5, of form BA 220) 

Total credit impairments (total of items 8 and 9) (item 25 of form BA 100) 

Specific credit impairments (item 36, column 2, of form BA 200) 
Portfolio credit impairments (item 36, column 3. of form BA 200) 

Credit losses charge to income statement (item 66 of form BA 120; item 42, column I ,  of form BA 200) 

Total gross credit exposure (item 31. column 5, of form BA 200) 

Credit exposure post credit risk mitigation (item 31. column 6. of form BA 200) 

Credit exposure -. - - . post - - credit risk mitigation and credit conversion factors (item 44, column 8, of form BA 200 

BA 200 
Monthly 

Country: 

.ine r/\ Total 

Standardised approach: 
Key ratios relating to asset quality 

Percentage growth in total gross loans and advances during the reporting month2 
Impaired advances as % of total gross loans and advances" 

Specific credit impairments as % of impaired advances4 

Total credit impairments as ?/o of total gross loans and advances" 

Credit losses charge as % of total gross loans and advances" -- 
1. Means advances in respect of which the bank raised a specific impairment. 
2. ((ltem 1 minus item 1, previous month) divided by item 1. previous month) 
3. ltem 2 divided by item 1 
4. ltem 8 divlded by item 2 

5. ltem 7 divided by item 1 
6. ltem 10 divided bv item 1 



Standardised approach: 
Summary of on-balance sheet and off-balance sheet 
credit exposure 

Asset class 
Corporate exposure (total of items 20 and 21) 

Corporate 
SME corporate 

Public sector eniities 
Local government and municipalities 
Sovereign (including central government and central bank) 
Banks 
Securities firms 
Retail exposure (total of items 28 and 29) 

Retail 
SME retail 

Securitisation exposure 
Total (of items 19, 22 to 27 and 30) 
1. Marked-to-market value. 

(All amounts to be rounded off to thenearest ROOO) I 
I I I 

On-balance sheet / Off-balance sheet 1 Repurchase and ' Derivative 
h e  no. exposure exposure / resale agreementsq I instruments 

, j - j 



(All amounts to be rounded off to the nearest R'OOO) 
Standardised approach; 
Reconciliation of credit impairments / Total Specific credit ' Portfolio credit 

I impairments 

I I i 
I 

1 ~ i n e  no. I , impairments impairments 1 
,col 2 + col 3) 

Balance sheet I 1 
Credit impairments: balance at beginning of period 1 32 \ 

2 

Income statement charge1 (reversal) ! 33 
Amounts written off against credit impairments 34 

3 

. 

Acquisition I disposal of subsidiary and other 35 
Credit impairments: balance at end of period 1 36 Memorandum item: 
Interest in suspense at end of period 1 37 

I , 
, .., .. . "  < 

L .. . > 

1 

I I 
I 

Recoveries 
Suspended interest charge 
Total (of items 38 to 41) 
Memorandum item: 
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Standardised approach: 
Credit capital requirements 

Based on asset class 

Corporate exposure (total of items 63 and 64) 
Corporate 
SME corporate 

Public sector entities 
Local government and municipalities 
Sovereign (including central government and central bank) 
Banks 
Securities firms 
Retail exposure (total of items 71 and 72) 

Retail 
SME retail 

Securitisation exposure3 

(All amounts to be rounded off to the nearest R'000) 
1 I , 

Total credit 1 Approach ' Total risk capital 
I 1 Credit capital 1 I Total gross 

/ requirements ratio (%) 
I 

Line adopted by 
no. , bankqv2 

1 credit exposure 1 I exposure (cot 3 ' prescribed (col 41col. 2) 1 
1 I / capital ratio) 1 1 

Total (of items 62, 65 to 70 and 73) 74 1 1 
I. Based on the relevant keys specified in this note 1, in respect of each relevant asset class, the reporting bank shall indicate the approach adopted by the bank for the measurement of 

its exposure to credlt risk. Standardised approach = 1; Foundation IRB approach = 2; Advanced IRB approach = 3. 
2. When the reporting bank adopted the IRE approach in respect of a particular asset class, the bank shall indicate the said adopted approach in respect of the said asset class in column 

1 and complete the relevant sections of the form BA200 that relate to the said IRB approach and leave open the relevant llnes under the standardised approach. 
3. Refer to form BA 500 for detailed information. 



Standardised approach: 

Other assets' 

Cash and balances with the central bank 

Cash items in process of collection 
Goodwill 

Fixed assets (excl. assets bought-in) 

Movable assets (excl. assets bought-in) 

Assets bought-in 

Lease residuals 
Other assets 

(All amounts to be rounded off'to the nearest R'000) 
I I I I 
I 

i 
I ! Capital 1 Specified risk i Risk weighted npuinment 

(col. 3 ' prescr~bed i 

1 82 

I 100% I 
Total (of items 75 to 82) , ~ " * <  p'.: +* ;y y-7 " -1 8 s I  
1. Other assets are unrelated to credit risk but in order to calculate the reporting bank's relevant aggregate required amount of capital and reserve funds, for 

reconc~liatlon to the form BA700, such other assets are cncluded in the form BA200. When the majority of the reporting bank's cred~t exposure is subject to the IRB 
approach the bank shall complete the relevant requlred information specified In Items 183 to 191 of the form BA200 and leave open the relevant ltcms under the 
standardlsed approach. 

2. Relates to assets the relevant amounts of which are to be deducted from the reporting bank's capltal and reserve funds. 



Standardised approach: 
Counterparty credit risk 

Analysis of OTC derivative instruments and SFT' 
Based on specified risk weights 
OTC derivative instruments (total of ~tems 85 to 89) 
0 76 
20% 
50% 
100% 
150°h 

SFT' (total of items 91 to 95) 
0% 
20% 
50% 
100% 
l5O% 

Total OTC derivative instruments and SFT' (total of 
items 84 and 90) 
Memorandum items: 
Maximum counterparty credit exposure during the month 

(All amounts to be rounded off to the nearest R'000) 
Gross j Current Netted ' Collateral Expected positive exposure 1 Expected positive exposure netting I 1 

Exchange traded marglned transactions 
Initial margin placed with a recognised exchange 

i Line 

Analysis of netting 
Current netting benefits 

OTC derivative instruments 
SFT' 

Expected positive exposure netting 
OTC derivative instruments 
SFT' 

Current 1 positive , netting 1 1 Credit 1 

Own estimate of alpha' 
1. Means securities financing transactions. 
2. Please separately provide relevant details. 
3. Relates to internal model method only. 

98 1 

I Netting in  terms of relevant 
ISDA ISMA requirements specified in 0the3. Total 

regulation 23 (col. 1 to 4) 

1 2 3 4 5 
1 

I exposure i 1 exposure I Standard Internal 1 1 Standard / Internal exposure 
I no. fair value 1 benefits (pre mitigation) I method i model / e~~~~~ / method 1 model 

99 
100 
101 
102 
lo3 
lo4 

/ Alpha 

~, 1 method , 
1 \ 1 : 2 i  3 1 4  5 1 6 i 7 i  8 1 9 i  10 1 1 1 1  
1 84 ! I i I I I I I 1 I 
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70 
- -- (All amounts to be rounded off to the nearest ROC&) 

IRB approach: 
Summary of  selected credit r isk related information 

Total gross loans and advances (item 24 of form BA 100) 
lmpaired advances' 
Assets boughl-in (total of items 109 to 11 1) 

Immovable property (item 6, column 5, of form BA 220) 
Movable property 
Companies acquired (item 1, column 5, of form BA 220) 

Total credil impairments (total of items 113 and 114) (item 25 of form BA 100) 
Specific credit impairments (item 343, column 2, of form BA 200) 
Portfolio credit impairments (item 343, column 3, of form BA 200) 

Credit losses charge to income statement (item 66 of form BA 120: item 349, column 1. of form BA 200) 
Total credit extended"item 150. column 5. of form BA 200) 
Exposure at default (EAD) (item 150. column 6. of form BA 200) 
Average probability of default2 (PD, EAD weighted) (item 220, column 3, of form BA 200) 
Average loss given defaultz (LGD. EAD weighted) (item 249. column 25, of form BA 200) 
Total expected loss (EL) (item 278, column 25, of form BA 200) 
Best estimate of expected loss (BEEL) (item 277, colurnn 25, of form BA 200) 

Net excess/(deficit) of total credit impairments compared to expected loss (item 338, column 5, of form 

IRB approach: 
Key ratio's relating to asset quality 

Percentage growth in total gross loans and advances during the reporting month" 
lmpaired advances as % of total gross loans and advances5 
Specific credit impairments as % of impaired advances6 
Total credit impairments as % of total gross loans and advances7 
Credit losses charge as % of total gross loans and advancesR 
Expected loss as % of-total credit exposure (on €AD bas_isJg 
1. Means advances In respect of whlch the bank raised a specific Impairment. 

Total 

l o 8  

2. Specified items require percentages instead of amounts to be reported, whlch percentages shall be rounded to two decimal places. 
3. Not on an EAD basis. 
4. (ltem 106 minus ltem 106 of previous month) divlded by ltem 106 of prevlous month 
5. ltem 107 divided by item 106 

6. ltem 113 divided by ltem 107 

7. ltem 112 divided by item 106 

8. ltem 115 dlvlded by item 106 
9. ltem 120 divided by ltem 11 7 



IRE approach: 
Summary of on-balance sheet and off-balance sheet credit 

Asset class 

Corporate exposure (total of items 130 to 137) 
Corporate 
Specialised lending - high volatility commercial real estate (property development 

Specialised lending - income producing real estate 
Specialised lending - object finance 
Specialised lending - commodities finance 
Specialised lending - project finance 
SME corporate 
Purchased receivables - corporate 

Public sector entitles 
Local governments and municipalities 
Sovereign (~ncluding central government and central bank) 
Banks 
Securities firms 
Retail exposure (total of items 144 to 148) 

Retail mortgages (induding any home equity line of credit) 
Retail revolving credit 
Retail -other 
SME retail 
Purchased receivables - retail 

Securltisation exposure 
Total (of items 129, 138 to 143 and 149) 
1. Not on an EAD basis. 

(All amounts to be rounded off to the nearest R'000) 
I I I I 1 I 
I Utilised Off-balance- i Repurchase and / Derivative 

Total credit Total credit I 
Line /(on-balance-sheet sheet 1 resale i instruments 

extended' exposure 
no. I exposure) 1 exposure / agreements I (co~. 1 to 4) i FAD) j 



IRE approach: 
Credit capital requirement 

Based on asset class 

Corporate exposure (total of items 152 to 159) 

Corporate 

Specialised lending - high volatility commercial real estate (property develop me^ 

Specialised lending - income producing real estate 

Specialised lending - object finance 

Specialised lending - commodities finance 
Specialised lending - project finance 

SME corporate 
Purchased receivables - corporate 

Public sector entities 

Local government and municipalities 
Sovereign (including central government and central bank) 

Banks 
Securities firms 

Retail exposure (total of items 166 to 170) 

Retail mortgages (including any home equity line of credit) 

Retail revolving credit 
Retail - other 

SME retail 
Purchased receivables - retail 

Securitisation exposure1 
Total (of items 151. 160 to 165 and 171) 
1. Based on the relevant keys specified in this note 1, in respect of each relevant asset cl 

Line 
no. 

- 
151 

152 

153 

154 

! 55 
I56 

157 

1 58 

159 
160 
161 

162 

163 
1 64 
I65 
1 66 

167 

168 

I69 
170 
I71 

172 - 
the rt 

Approach 
adopted by 

bank', 

(All amounts to be rounded off to the nearest R'000) 3 

Total I Total credit 1 I 
I o f  which: 1 capital 

Total credit 1 I o f  which: / Credit capital / 1 subject to  1 requirement , rat,o (yo) exposure i Risk ,not subject to double default 

(E*D) , weighted I double (ml ' / (COI 6ml .  2) 
exposure 1 default 

~ rov i s i ons  prescr~bed j prior to  capital ratlo) 
adjustment 1 adjustment 

7 

L 

I I I I 1 I 
Wing bank shall Indicate the approach adopted by the bank for the measurement of its exposure to credlt risk. 

Standardlwd approach = 1: Foundation IRB approach = 2; Advanced IRB amroach = 3. 
2. When the Wmting bank adopted the standardised approach in respect of a particular assets class, the bank shall indicate me said adopted approach in respect of the said asset class in C O I U ~ ~  1 and complete the 

relevant sections of the form BA200 that relate to the said standardised approach and leave open the relevant lines under the IRB approach. 
3. Refer to form BA 500 for detailed information. 



(All amounts to be rounded off to the nearest R'000) 
I I i Risk weighted 1 Capital 1 Memorandum items: IRB approach: j ! 1 Credit exposure 1 exposure I requirement ; Specific credit I Number of  r 

Capital requirement i.r.0 specialised lending subject to lLine no., I .  1 c e d  1 1 2 e c r b e d  i Expected loss , obligors 1 
I I risk wei ht) 1 capital ratio) I 

specified risk weights and specified risk grades t: I I I I .z 1 

Specified risk weights 

0% 

50% 

70% 

90% 

95% 

115% 

120% 

1 4oU/0 

250% 

Total (of items 173 to 181) 

IRB approach: 

Other assets' 

Cash and balances with the central bank 
Cash items in process of collection 
Goodwill 
Fixed assets (excl. assets bought-in) 
Movable assets (excl. assets bought-in) 
Assets bought-in 
Lease residuals 
Other assets 

(All amounts to be rounded off to the nearest R'000) 
I 
I Capital 
I Specified rlsk Risk weighted ! requirement 

/ I (%) j 
weight exposure ( c o  3 ' 

.ine no. (col. 1' co1.2) / prescribed cap~tal 
I ratio) 

Total (of items 183 to 190) 1 . _ .  I - - -- -- I 

1. Other assets are unrelated to credit rlsk but in order to calculate the reporting bank's relevant aggregate required amount of capital and reserve funds, for reconciliation 
lo the form BA700, such other assets are included in the form BAZOO. When the majority of the 'eporting bank's credit exposure Is subject to the standardised approach 
the bankshall complete the relevant required information specified in items 75 to 83 of the form BA2OO and leave open the relevant items under the IRE approach. 

2. Relates to assets the relevant amounts of which are to be deducted from the reporting bank's capital and reserve funds. 



I I I I OZZ 
6CZ 
8 LZ 
L LZ 
9LZ 
5 LZ 
PLZ 
E LZ 
z CZ 
112 
0 LZ 
602 
80Z 
LOZ 
002 
SOZ 
POZ 
EOZ 
ZOZ 
LOZ 
002 
66 1 
86 L 
L6 1 
96 1 
S6 L 
P6 L 
E6 L 

26 1 



IRB approach: 
Analysis of  total 
credit exposure, that 
is, EAD, analysed by  
PD band 

Prescribed PD band 

Performing (total of 
items 193 to 21 8) 
00 
01 
02 
03 
04 
05 
06 
07 
08 
09 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Default 
Total (of items 192 anr 
219) 
1. In resoect of the re11 

(All amounts to be rounded off to the nearest R'000) 
i Asset class I 1 i 1 

I Retail exposure' I / Total credit 1 1 Local ! sovereign1 / I I 
i 

Public government 1 (including i 1 1 Total retail i ,:;izes ' i I -ine I i 
central i Secur i t ies exposure i Retail i sector / and 1 Purchased / S e c u r i t i s a t i ~ n / ( ~ ~ , ,  12+1 3+14 1 entities1 / r n u n i ~ i ~ a ~ i t i e s  1 ~ o n y d e ~ ~ ~ ~ ~  / firmst / (total of I (including revolving 'SME retai l  receivables exposure' / 1 +15+16+17+1 , 

i 
home credit columns 19 ) equity line 1 1 - retail 1 1 

i 1 banks) 1 8 +24) 1 
1 1 23) ! of credit) / \ 

13 1 14 15 ! 16 17 18 I 9  20 1 21 [ 22 / 23 i 24 I 25 1 

! 
193 I I I 
194 - 
195 1 1 1 
196 I 

nt specified PD bands and asset classes, a bank shall repon the aggregate amount of its total credit exposure, that is, the relevant EAD amount, calculated in accordance with the relevant 
requi&ents specified in these Regulations. 
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IRB approach: 
Expected loss 

Prescribed PD band 

Performing (total of 
items 251 to 276) 
00 
0 1 
02 
03 
04 
05 
06 
07 
08 
09 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

~ e f a u l e  
Total expected loss 
(total of items 250 

Line 
no. 

(All amounts to be rounded off to the nearest R'000) 

I Asset class 

i 
! 

1 
:expected loss! 

; Purchased j~ecuritisationi(c0l. 12+13+141 
and SME retail receivables / exposure' / + I  5+16+17+18 I - retail +24) ! 
14 15 16 17 18 19 1 20 21 / 22 23 I 24 25 

1 I I 1 
1 I I I I 

and 277) I I I I I I I I I I I I I 

1. In respect of the relevant specifled PD bands and asset classes, based on the relevant requirements specified in these Regulations, a bank shall report its relevant aggregate expected loss amount. 
2. Means the reporting banC's best estimate of the relevant expected loss amount. 



IRE approach: 
EAD and credit conversion factors 

Asset class 

Corporate exposure (total of items 280 to 287) 

Corporate 

Speciaiised lending - high volatility commercial real estate (property development) 

Specialised lending - income producing real estate 

Specialised lending - object finance 

Specialised lending - commodities finance 
Specialised lending - project finance 

SME corporate 

Purchased receivables - corporate 
Public sector entities 
Local government and rnunicipallties 

Sovereign (including central government and central bank) 
Banks 

Securities firms 
Retail exposure (total of items 294 to 298) 

Retail mortgages (including any home equity line of credit) 
Retail revolving credit 

Retail -other 
SME retail 

Purchased receivables - retall 
Securitisation exposure 

Total (of items 279. 288 to 293 and 299) 

All amoun;s to be rounded off I to the nearest R'000) 
I I 

I I I 
I Credit i 

Limit 1 EAD 

I 



IRB approach: 
Average effective maturity (EAD weighted) 

Asset class' 

Corporate exposure (average of items 302 to 309, EAD weighted) 
Corporate 
Specialised lending - high volatility commercial real estate (property development) 
Specialised lending - income producing real estate 
Specialised lendmg - object finance 
Specialised lending - commodities finance 
Specialised lending - project finance 
SME corporate 
Purchased receivables - corporate 

Public sector entities 
Local government and municipalities 
Sovereign (including central government and central bank) 
Banks 
Securities firms 
Securitisation exposures 

Average effective 1 

Line no. I maturit J 1 
1 I 

1. Excluding retail exposure to which an effective maturity of 2.5 years applies and any exposure other than retail exposure in respect of which a specific maturity is  specified in  
these Regulations, In which case the said specified maturity shall be reported. 

2. Means the EAD weighted effective maturity of the relevant asset class calculated in  accordance with the relevant requirements specifled i n  regulation 23(13)(dNiiKB). which 
average effective maturity shall be expressed in years and rounded to one decimal place. 

3. Means the total EAD weighted average effecUve maturity in  respect of ail relevant asset classes. including retail exposure (refer note I), but excluding securltlsaUon exposure. 



IRB approach 
Analysis of expected loss and credit impairments 

Asset class 

- 
Corporate exposure (total of items 318 to 325) 

Corporate 

Specialised lending - high volatility commercial real estate (property development) 

Specialised lending - income producing :eal estate 
Specialised lending - object finance 

Speciaiised lending - commodities finance 

Specialised lending - project finance 
SME corporate 

Purchased receivables - corporate 
Public sector entities 

Local government and municipalities 
Sovereign (including central government and central bank) 

Banks 

Securities firms 

Retail exposure (total of items 332 to 336) 

Retail mortgages (including any home equity line of credit) 
Retail revolving credit 
Retail - other 

SME retail 

Purchased receivables - retail 
Securitisatlon exposure 
Total (of items 31 7, 326 to 331 and 337) 

82 

(All amounts to be rounded off to the nearest R'000) 

I 
I 

I 
1 ' Specific credit 1 , Portfolio credit 

Line / Expected loss 1 impair,,,ents 

I 
impairments 

no. 1 

2. Refer to items 53 and 89 of form BA TO0 and regulaUon 23(22)(d)(i)(B)(l) when negative. 

1 
1. Refer to item 75 of form BA TO0 and regulation 23(22)(dMi)(B)(li) when positive (positive amount limited to 0.6% of specified rlsk weighted exposure). 

-- -- 

Total credit 
impairments 
(total of mi. 2 

and 3) 

Qualifying 
secondary 

reserve fund1/ 
prescribed 
deduction2 

(col. 4 minus 1) - 
5 



(All amounts to be rounded off to !he nearest R'000) 

IRB approach: 
Reconciliation of credit impairments 

Balance sheet 

! Balance sheet ! 

Credit impairments: balance at beginning of~period 
lncome statement charge1 (reversal) 
Amounts written off agamst credit impairments 
Acquisitionldisposal of subsidiary and other 
Credit ~mpairrnents: balance at end of period 
Memorandum item: 
Interest in suspense at end of period 

I I ! I Total wedit I Specific credit I Portfolio credit 
ILineno.1 impairments I impairments , impaiments I (cot 2 -+ col. 3) 
I 

IRB approach: 
Reconciliation of credit impairments 

lncome statement 

3 I 1 I 

Income statement 1 1 1 Movement during Specific credit Portfollo credit 
i j reporting month 

i impairments 1 impairments 
(col. 2 + col. 3) 

2 

Credit impairments provision raised 
Credit impairments prov~sion released 
Recoveries 
Suspended interest charge 
Total (of items 345 to 348) 
Memorandum item: 

Write offs not applied directly against the balance sheet, that is, provision not previously raised - 



84 

(All amounts to be rounded off to the nearest R'000) I 

IRB approach: 
Analysis of past due exposure (EAD) 

Asset class 

Corporate exposure (total of items 352 to 359) 
Corporate 

Specialised lending - high volatility commercial real estate (property developrnenl 

Specialised lending - income producing real estate 
Spedalised lending - object finawe 

Specialised lending - commodities finance 

Spedalised lendlng - project finance 
SME corporate 

Purchased receivables - corporate 
Public sector entities 

Local government and municipalities 

Sovereign (including central government and central bank) 

Banks 
Securities firms 

Retail exposure (total of items 366 to 370) 
Retail mortgages (including any home equity line of credit) 
Retail revolving credit 

Retail - other 

SME retail 

Purchased receivables - retail 
Securitlsation exposure 

Total credit exposure (EAD) (total of items 351, 360 to 365 and 371) 
1. Refer to deflnltlon of default specified in regulation 65. 

L 1 1 1 S  / 
j Ofwhich: I i Ofwhich: ' Of which: 

' 1 Of which: / 
] classified 1 I classified class~fied "in 

/"in default'" "in default1" default1" 

2 3 4 5 

Oays overdue 

OD 
0) 

z 
? 
0 
0 
0 
ril 
(D 

0 

2 
rn 
n 
z 
3 
rn 
z 
-! 

N 
rn 
-I 
-1 
rn 
A 

k z 
C 
D 
n 
-c 
ril 
0 
0 
(D 

61 - 90 days >90 days 
7-- 

--- 

-Total~~~ , Total EAD 
I 

I :..r I 
~ o t a l  EAD j Total EAD 

_1 
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85 
-.--- - - -- . . 

IRB approach: 
Analysis of credit exposure (EAD) in respect of whlctfthe reporting bank 
obtained approval from the Registrar to deviate from the definition of default' 

Asset class 

Corporate exposure (total of items 374 to 381) 

Corporate 

Specialised lending - high volatility commercial real estate (property developmen 
Specialised lending - income producing real estate 

Specialised lending - object finance 

Specialised lending - commodities finance 

Specialised lending - project finance 

SME corporate 

Purchased receivables - corporate 

Public sector entities 

Local government and municipalities 
Sovereign (including central government and central bank) 

Banks 
Securities firms 
Retail exposure (total of items 388 to 392) 

Retail mortgages (including any home equity line of credit) 

Retail revolving credit 
Retail -other 

SME retail 

Purchased receivables - retail 
Securitisation exposure 

Total (of items 373. 382 to 387 and 393) 

1 .  Refer to delinition of default specifled in regulation 65. 

Line 
no. 

Credit exposure 
(EAD) not 

compliant with 
definition of 

default 
ROO0 

1 

---- 
Non-compliant 
credit exposure 
(EAD) as  % of 

asset class total 
credit exposure 

-- (%) 

- 2 



IRB approach: 
Counterparty credit risk 

Analysis of OTC derivative instrumenti 
and SFT' 

Based on prescribed PD bands 
OTC derivative instruments (total of 
items 396 to 421) 

00 
01 
02 
03 
04 
05 
06 
07 
08 
09 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Default 

Total OTC derlvatlve instruments (total 
of items 395 and 422) 
1. Means securltles financing transactions. 

Line 
no. 

- 

395 
396 
397 
398 
399 
400 
401 
402 
403 
404 
405 
406 
407 
408 
409 
41 0 
41 1 
412 
41 3 
414 

41 5 
416 
417 
418 
419 

420 
421 
422 

423 - 

All amounts to be rounded o f f e e  nearest R'000) 

--"f'-i I c o l l a t e ~ f i p . e c t e d  positive exposure 
"wcted netting ex'0sU" 

/ current credlt value 

1 2 1 3 1 4 1  5 6 i 7  8 1 9 1 0  I 1  
I 
I I i 



- 
CSP 
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1st 
OSP 
6PP 
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LPP 
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SPP 
W P  
EPP 
ZPP 
LPP 
OPP 
6EP 
BEP 
LEV 
9EP 
SEP 
PEP 
EEP 
ZEP 
CEP 
OEP 
6ZP 
BZP 
LZP 
9ZP 
SZP 
PZP - 

'OU 
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-- 
IRE approach: 
Counterparty credit risk 

Analysis of OTC derivative instruments 
and SFT' 

Eased on prescribed PD bands 

Memorandum items: 
Maxjrnum counterparty credit exposure durh 
the month 

Exchange traded margined transactions 
Initial margin placed with a recognised 
exchange 

Analysis of netting 
Current netting benefits 

OTC derivative instruments 
SFT' 

Expected positive exposure netting 
OTC derivative instruments 
SFT' 

Own estimate of alpha3 
1. Means securities financing transactions. 
2. Please separately provide relevant details. 
3. Relates b internal model method only. 

h e  
no. 

- 

454 

$55 

156 
157 
158 
159 
160 
161 

@ 

(All amounts to be rounded off toLhe nearest R000) 

I 
Gross 1 

positive ! 

lair I 

Current 
netting 

benefits 

Netted 
current 
credit 

exposure 
W e  

mitigation1 
3 

Collateral 
value after 

haircut 

' Expected positive exposure 
Expected positive exposure 1 netting 

I 1 I I 
! 1 Current 1 

exposure 
I Standard / Internal I Standard Internal 

exposure 
i method / model 1 method method model 1 / method 1 I I 

4 I I I I I I I 

! 
Margin 
amount 

- -- 
Netting in terms of relevant 

ISDA ISMA requirements specified in (w l .  1 to 4) 
regulation 23 

1 2 3 4 5 
I 

I I 
Alpha 
value 
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23. Credit risk - Directives and interpretations for completion of monthly return 
concerning credit risk (Form BA 200) 

(1) The content of the return is confidential and not available for inspection by the public. 

(2) The purpose of form BA 200, amongst other things- 

(a) is to provide an executive summary and overview of the reporting bank's exposure 
to and capital requirement in respect of credit risk; 

(b) is to provide a detailed analysis of the reporting bank's exposure to credit risk, 
including information in respect of key credit risk parameters, counterparty credit risk 
and credit impairments; 

(c) in the case of a bank that adopted the IRB approach for the measurement of its 
exposure to credit risk, is to provide an analysis in respect of expected loss and 
credit impairments, including information in respect of any related impact on 
qualifying capital and reserve funds; 

(d) is to provide an analysis of any relevant exposure in respect of specialised lending, 
which exposure is subject to specified risk weights and specified risk grades; 

(e) is to provide an analysis of any other assets and their relevant capital requirements. 

(3) Unless specifically otherwise provided in these Regulations or specified in writing by the 
Registrar, a bank shall in all cases other than the items specified below complete the form 
BA200 based on the outstanding amount at the end of the reporting month provided that in 
respect of the items specified below, instead of the outstanding amount at the end of the 
reporting month, the bank shall report the average daily balance of the said item in respect of 
the reporting month. 

(a) Any credit card or overdraf i facility. 

(b) Any corporate exposure or SME working capital facility or overdraft. 

(c) Any money market exposure to a financial institution. 

(d) Any call or overnight loan. 

(4) In order to facilitate reporting on the form BA200 and ongoing review by the Registrar of 
the reporting bank's exposure to credit risk, including any relevant peer group comparison, a 
bank that adopted the IRB approach for the measurement of the bank's exposure to credit risk- 

(a) shall in a mutually exclusive and jointly exhaustive manner map its internal master 
rating scale to the relevant rating scale and PD bands specified in the form BA200; 
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(b) shall duly document its mapping process, including any relevant definitions applied 
in its mapping process. 

(5) Calculation of credit risk exposure: standardised approach 

Subject to the relevant provisions of regl~lation 38(2) and subregulation (20), a bank 
that adopted the standardised approach for the measurement of the bank's exposure 
to credit risk- 

(a) shall calculate its exposure to credit risk, at the discretion of the bank, either in 
accordance with Method 1, as set out in subregulations (6) and (7), or Method 2, 
as set out in subregulations (8) and (9); 

(b) shall in a consistent manner, in accordance with the relevant requirements 
specified below and in terms of the bank's internal risk management process, 
apply the ratings or assessments issued by an eligible external credit 
assessment institution of the bank's choice, or export credit agency, to calculate 
the bank's risk exposure in terms of the relevant provisions contained in these 
Regulations, that is, the bank shall not "cherry pick ratings or assessments 
issued by different external credit assessment institutions or apply ratings or 
assessments for purposes of these Regulations differently from the bank's 
internal risk management process. 

(i) Multiple assessments 

When a bank has a choice between- 

(A) two assessments issued by eligible external credit assessment 
institutions, which assessments relate to different risk weighting 
categories, the higher of the two risk weights shall apply; 

(6) three or more assessments issued by eligible external credit 
assessment institutions, which assessments relate to different risk 
weighting categories, the higher of the lowest two risk weights shall 
apply. 

(ii) Issuer versus issue assessment 

(A) When a bank invests in- 

(i) an instrument with an issue-specific assessment, the risk 
weighting of the instrument shall be based on the said specific 
assessment; 
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(ii) an unrated instrument issued by an obligor, which obligor is 
assigned- 

(aa) a high quality credit assessment, that is, an assessment 
that results in a lower risk weight than the risk weight 
normally applied to an unrated position, the bank may 
assign the lower risk weight to the said unrated position 
provided that- 

(i) the claim in respect of that unrated position shall 
rank par; passu or senior to the claims to which the 
issuer assessment relates; 

(ii) when the unrated position ranks junior to the claims 
to which the issuer assessment relates, the bank 
shall assign to the said position a risk weight 
relating to unrated positions. 

(bb) a low quality assessment, that is, an assessment that 
results in a higher risk weight than the risk weight 
normally applied to an unrated position, the bank shall 
assign to the said unrated position the said higher risk 
weight. 

Provided that in all cases, irrespective whether the bank relies on an 
issuer or issue-specific assessment, the bank shall ensure that the 
relevant assessment takes into account and reflects the aggregate 
amount of credit exposure in respect of all amounts due, that is, the 
relevant principal amount and any related interest. 

(B) A bank shall in no case use an external assessment relating to a 
particular entity within a corporate group to risk weight other entities 
within the same group. 

(iii) Foreign currency and domestic currency assessments 

When a bank assigns a risk weight to an unrated position based on the 
rating of an equivalent exposure to that borrower to which an issuer rating 
is assigned, the bank- 

(A) shall use that borrower's foreign-currency rating in respect of 
exposure denominated in foreign currency; 

(B) shall use that borrower's domestic-currency rating in respect of 
exposure denominated in domestic currency. 
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(iv) Short term versus long term assessments 

(A) Unless specifically otherwise provided in these Regulations, for the 
measurement of a bank's exposure to credit risk, a short-term credit 
assessment- 

(i) shall be deemed t.o be issue-specific, that is, the assessment 
shall be used only to derive risk weights for claims arising from 
a rated facility. For example, when a short-term rated facility is 
assigned a risk weight of 50 per cent, an unrated short-term 
claim can not be assigned a risk weight lower than 100 per 
cent; 

(ii) shall in no event be used to support a risk weight for an unrated 
long-term claim; 

(iii) shall only be used for short-term claims relating to banks and 
corporate institutions, such as a particular issuance of 
commercial paper. 

(B) Subject to the provisions of subregulation (6) or (8) below, when a 
short-term facility of a particular issuer is assigned a risk weight of 
150 per cent based on the facility's credit assessment, all unrated 
claims of the said issuer, whether long-term or short-term, shall be 
assigned a risk weight of 150 per cent. 

(v) Unsolicited ratings 

A bank shall not without the prior written approval of the Registrar or 
otherwise than in accordance with conditions approved in writing by the 
Registrar make use of unsolicited ratings issued by an external credit 
assessment institution. 

(c) shall comply with the relevant requirements specified in subregulations (6) to (9) 
below. 

(6) Method I: Calculation of credit risk exposure in terms of the simplified standardised 
approach 

Unless specifically otherwise provided in these Regulations, a bank that adopted the 
simplified standardised approach for the measurement of the bank's exposure to credit 
risk arising from positions held in its banking book shall risk weight its relevant 
exposure, net of any credit impairment, in accordance with the relevant requirements 
specified below. 
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(a) In the case of exposure to sovereigns, central banks, public-sector entities, 
banks, securities firms and corporate institutions, in accordance with the 
provisions of table 1 below. 

(b) In the case of an exposure that meets the criteria specified below. which 
exposure shall be regarded as forming part of the bank's retail portfolio, 
excluding any exposure that is overdue, at a risk weight of 75 per cent. 

- Table I 
Export Credit Agencies: risk scores relating to 

Claim in respect of- . ...-A sovereign' . - .. - 

(i) Criteria relating to orientation 

The exposure shall relate to an individual person or persons or to a small 
business. 

7 

150% 

150% 
1 50°/o. 
150% -- 

150% 

150°/o 

~ 

Sovereigns (including the 
Central Bank of that 

country) 

-Public-sGGr . - -- entities 
Banks " 

Securities firmsm- ~p -- 
Banks: short-term 

claims .- . -. 

Securities firms: short- 
term claims4' -. -- 

Any corporate exposure, including claims on 
Corporate entities 

&I 
insurance companies 

-.-. . .- . . 100% 4 
1. Relates to the consensus country risk scores of export credlt agencies participating in  the 

"Arrangement on Officially Supported Export Credits". The consensus country risk classification is 
available on the OECD website, at www.oecd.org, in  the Export Credit arrangement web-page of the 
Trade Directorate. 

2. Based on the sovereign rating. 
3. No claim on an unrated bank or securities firm shall be assigned a risk weight lower than the risk 

weight assigned to a claim on the central government of the country in which the bank or securities 
firm is incorporated. 

4. Claims with an original maturity of three months or less, excluding a claim which is renewed or 
rolled resulting in an effective maturity of more than three months. 

5. Provided that such firms are subject to supervisory and regulatory arrangements comparable to 
banks in the Republic, including, in particular, risk-based capital requirements and regulation and 
supervision on a consolidated basis. Otherwise a securities firm shall be regarded as a corporate 
entity. 

- 

20% 

20% 50% 
20% 50% 

3 

50O/0 

100% 
100°/o 
1 0O0/, 

20% 
- 

20% 

~- 2 0 O/o -- 

20% 
. - 

20% 

X o  6 

100°/~ 

... 100% 
100% 
100% 

50% 

50% 

5 0 '10 

20% 

20% 
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(ii) Criteria relating to the product 

The exposure shall be in the form of- 

(A) a revolving credit exposure or line of credit, including exposures 
relating to credit cards and overdraft facilities; 

(B) a personal term loan or lease, including instalment loans, vehicle 
finance and leases, student and educational loans and personal 
finance: or 

(C) a small business facility or commitment, 

provided that the exposures specified below shall at no stage form part of a 
bank's retail portfolio. 

(i) Securities such as bonds and equities, whether listed or not. 

(ii) Mortgage loans that qualify for inclusion in the category of 
claims secured by residential property. 

(iii) Criteria relating to granularity 

In order to ensure that the retail portfolio of the reporting bank is sufficiently 
diversified, no aggregate exposure to a counterparty shall exceed 0.2% of 
the aggregate amount relating to the bank's retail portfolio. 

For the purposes of this subparagraph (iii)- 

(A) aggregate exposure means the gross amount of all forms of debt 
included in the retail portfolio before any form of credit risk mitigation 
is taken into consideration: 

(6) counterparty means one or more persons or entities that may be 
considered a single beneficiary, including small businesses affiliated 
to each other; and 

(C) all retail exposures that are overdue as envisaged in paragraph (e) 
below shall be excluded from the aggregate amount when the bank 
calculates the said granularity of the retail portfolio. 

(iv) Low value of individual exposures 

An exposure to an individual person or small business shall be included in 
the retail portfolio only when the aggregate amount of the said exposure is 
less than or equal to K7,5 million. 
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(c) In the case of a loan to an Wdividual, which loan is fully secured by a mortgage 
bond on an occupied urban esidential dwelling or occupied individual sectional title 
dwelling, when the exposure is not overdue for more than 90 days and to the 
extent that the capital amount outstanding does not exceed 80 per cent of the 
current market value of the mortgaged property, at a risk weight of 35 per cent 
provided that the reporting bank shall risk weight any amount in excess of 80 per 
cent of the said current market value of the said mortgaged property at a risk 
weight of 75 per cent. 

Occupied 

For the purposes of this paragraph (c), only urban residential dwellings or 
individual sectional title dwellings that are occupied or intended to be occupied 
as the principal place of residence of either the borrower or, with the consent 
of the borrower, a person other than the borrower shall be regarded as adhering 
to the requirement of being "occupied". In this regard, although the intention of 
the borrower may be an important indicator, the purpose for which the dwelling 
islwill be utilised shall be determined with reference to objective factors and 
reasonability. For example, the fact that the residence may be unoccupied for 
short periods of time, such as when the resident is on vacation, does not change 
the classification. On the other hand, a residence used mainly for purposes of 
vacation or to conduct business activities can clearly not be regarded as the 
principal place of residence. 

Urban 

For the purposes of this paragraph (c), urban area means an area inside the 
boundaries of any local government area fixed by law. 

Dwelling 

For the purposes of this paragraph (c), dwelling means any building that- 

(1) 

( ii ) 

(iii) 

after its construction contains or will contain living rooms with a kitchen and 
the usual appurtenances and permanent provision for lighting, water 
supply, drainage and sewerage, whether such building is or is to be 
constructed as a detached or semi-detached building or is or is to be 
contained in a block of buildings; 

is designed and utilised or meant to be utilised for residential purposes; 
and 

is located in an area- 

(A) in which the majority of the premises are residential premises; or 
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(6) comprising at least 700 residential premises and which is defined for 
this purpose by means of cadastral boundaries, as shown on the 
compilation maps of the Surveyor General. 

(d) In the case of a loan that is fully secured by a mortgage bond on commercial real 
estate, at a risk weight of 100 per cent. 

(e) In the case of an exposure, other than an exposure secured by a mortgage bond 
on residential property as envisaged in paragraph (c), which exposure is overdue 
for more than 90 days- 

(i) the unsecured portion of the loan shall be risk weighted as follows: 

(A) 150 per cent when the specific credit impairment in respect of the 
outstanding amount of the loan is less than 20 per cent; 

(B) 100 per cent when the specific credit impairment in respect of the 
outstanding amount of the loan is equal to or more than 20 per cent; 

(C) 50 per cent when the specific credit impairment in respect of the 
outstanding amount of the loan is equal to or more than 50 per cent. 

(ii) the secured portion of the loan shall be risk weighted at 100 per cent 
provided that the bank obtained adequate eligible collateral and raised a 
specific credit impairment equal to or higher than 15 per cent of the 
outstanding amount. 

(f) In the case of a loan that is fully secured by a mortgage bond on an occupied 
urban residential dwelling or occupied individual sectional title dwelling as 
envisaged in paragraph (c), which loan is overdue for more than 90 days, 

(i) at a risk weight of 100 per cent when the specific credit impairment in respect 
of the loan is less than 20 per cent of the outstanding amount; 

(ii) at a risk weight of 50 par cent when the specific credit impairment in 
respect of the loan is equal to or higher than 20 per cent of the outstanding 
amount. 

(g) In the case of off-balance-sheet exposure other than unsettled securities or 
derivative contracts subject to counterparty risk as envisaged in subregulations 
(15) to (19), or securitisation exposure as envisaged in paragraph (h) below, the 
bank shall convert the off-balance-sheet exposure to a credit equivalent amount 
by multiplying the said exposure with the credit-conversion factors specified in 
table 2 below. 
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~ 

Table 2 

Description 
- 
Any solicitation limit, that is, a facility not yet contracted -- 

Any revocable comm? --  
Drawn self-liquidating trade letters of credit arising from the 
movement of goods, that is, documentary credits 
collateralised by the underlying shipment, with an original 
maturity of up to one year, which credit conversion factor 
shall apply to both issuing and confirming banks . - 
lrrevocable commitments with an original maturity of up to 
one year, excluding any commitment which is renewed or 
rolled resulting in an effective maturity of more than one year - . -. . - - 
Drawn self-liquidating trade letters of credit arising from the 
movement of goods, that is, documentary credits 
collateralised by the underlying shipment, with an original 
maturity of more than one y e a r  
lrrevocable commitments with an original maturity of more 
than one year and commitment which is renewed or rolled 
resulting in an effective maturityof more than one year 
Performance related-wrantees 
Irrevocable note issuance facilities and irrevocable revolving 
underwriting facilities -- - -- 
Any exposure arising from a securities ~ e n d i n ~ l b o r r o w i n ~  
transaction -- 
Direct credit substitutes such as general guarantees of 
indebtedness, including standby letters of credit sewing as 
financial guarantees, and acceptances 

P 

Any relevant off-balance-sheet exposure rated by an eligible 

(h) In the case of a securitisation exposure, in accordance with the relevant 
requirements specified below. 

Credit conversion 
factor 
0 per cent 
0 per cent 
20 per centZ :3 
20 per cent 

50 per cent 

50 per cent 

.- ~ 

50 per cent 
50 per cent 

-- 

100 per cent 

100 per cent 

-- 
100 per cent 

external credit assessment institution 
Off-balance-sheet exposures other than the exposures 
specified above 

(i) In the case of investment in senior commercial paper, that is, on-balance- 
sheet positions, the bank shall multiply the relevant position with the risk 
weights specified in table 3 below. 

100 per cent 

1 Revocable commitment includes an obligation of the reporting bank which may be ~ n c e l l e d  at 
the discretion of the bank without prior notice or which provide for autornatlc cancellation due to 
deterioration in the creditworthiness of the obligor. Refer to the relevant definition contained in 
regulation 65. 

2. Relates to issuing and confirming banks. 
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-- - 

External credit 
assessment 

Table 3 
Long-term rating category' 

=LA- BBB+ to BB* to B+ and Wow or 
AA- BB?~ unrated3' 4' '' 

20% 1 50% 100% 350% ~eduction~. 4. 

Short-term rating category' I 
External credit 

All other 1 assessment A-IlP-1 A-2lP-2 A-3,P-3 I ratings or 1 
unrated 

I Risk weight 1 20% i 50?h 1 100% 
-- - . - - - Deduction 

I. The notations used in  this table relate to the ratings used by a particular credit assessment 
institution. The use of the rating scale of a particular credl assessment institution does not 
mean that any preference is given to a particular credit assessment instltution. The 
assessments1 rating scales of other external credit assessment Institutlons, recognlsed as 
eligible institutions in  South Africa. may have been used Instead. 

2. Relates to investors in a securltlsation scheme other than an institution that acts as an 
originator. 

3. An institution that acts as an originator shall deduct from its capltal and reserve funds all 
retained exposures rated below investment grade, that is, rated below BBB or an equivalent 
rating. 

4. Subject to the provisions of subperagraphs (iii) to (v) below, senior commercial paper rated 
B+ or below, or the equivalent thereof, and unrated tranches in a rated structure shall for 
purposes of calculating a bank's prescribed required amount of capltal and reserve funds be 
regarded as a first-loss credit-enhancement facility: Provided that the Registrar may in  the 
Registrar's sole discretion and subject to such condltions as may be determined by the 
Registrar allow a bank to assign a specified risk weight to an unrated tranche in  a rated 
structure. instead of treating the said unrated tranche as a first-loss credit-enhancement 
facility. 

5. Excluding a second loss position that complies with the relevant conditions specified in 
subparagraph (vi) below. 

6. Excluding a liquidity facility that complies with the relevant conditions specified in  
subparagraph (vii) below. 

(ii) In the case of an off-balance-sheet position, unless specifically otherwise 
provided in this paragraph (h), the bank shall convert the off-balance-sheet 
exposure to a credit equivalent amount by multiplying the said exposure 
with the credit-conversion factors specified in table 4 below, before the 
bank risk weights the rele'dant exposure in accordance with the provisions 
of this paragraph (h). 
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Table 4 
~ 

- -- 
r~ature of exposure - Credit conversion factor 
Most senior position in an unrated Refer to subparagraph (iii) below 
structure 
Any unrated second loss position provided Refer to subparagraph (iv) below 
by a bank that acts as a sponsor in respect 
of an ABCP programme 
First-loss -- credit enhancement facilities Refer to subparagraph (v) below _ 
Second-loss credit enhancement facilities Referto subparagraph (vi) below 
Eligible liquid3 facilities -- Refer to subparagraph (vii) below_- 
Eligible servicer cash advance facilities Refer to subparagraph (viii) below 
'~acilities thatoverlap -A Refer to subparagraph (ix) below 
Securitisation of revolving facilities with Refer to subparagraph (xi) below 
early amortisation features - 

AnyotherLatedewsure . 100 peFcent 
Other exposures 

(iii) In the case of the most senior securitisation exposure, which most senior 
securitisation exposure is unrated, the bank shall determine its risk- 
weighted exposure in accordance with the relevant requirements specified 
below. 

(A) When a bank invests in or guarantees the most senior position in a 
traditional or synthetic securitisation scheme, which most senior 
position is unrated, the bank shall, provided that the composition of 
the underlying or reference pool is known at all times, apply the "look- 
through" approach specified in item (6) below. 

(6) When purchased or guaranteed by a bank, the most senior unrated 
securitisation exposure shall be assigned the risk weight applicable to 
the assets transferred in terms of a traditional securitisation scheme 
or risk transferred in terms of a synthetic securitisation scheme 
regardless whether such bank is also acting in a primary role 
provided that- 

(i) when the transferred assets or risks are subject to different risk 
weights, the unrated most senior securitisation exposure shall 
be assigned the average risk weight of the relevant assets or 
risk exposures; 

(ii) when the bmk  is unable to determine the risk weights assigned 
to the undvlying assets or credit exposures, the bank shall 
deduct fronr its capital and reserve funds any relevant amount 
related to the said unrated most senior position. 
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(C) Any investment in or guarantee in respect of any other unrated 
securitisation exposure, other than the most senior unrated 
securitisation exposure in a traditional or synthetic securitisation 
scheme, shall for purposes of calculating the bank's prescribed 
required amount of capital and reserve funds be regarded as a first- 
loss credit enhancement facility. The deduction from capital in 
respect of the said unrated exposures is appropriate given the 
absence of relevant risk information. 

(iv) In the case of an exposure relating to an ABCP programme, which 
exposure constitutes a second loss position or better, a bank shall 
determine its risk-weighted exposure in accordance with the relevant 
requirements specified below. 

When the bank grants an unrated facility to an ABCP programme, which 
bank acts as a sponsor in respect of the said ABCP programme, the bank 
shall assign to the unrated facility a risk weight equal to the higher of- 

(A) 100 per cent; or 

(8)  the highest risk weight assigned to any of the underlying exposures 
covered by the facility, 

provided that- 

(i) economically, the bank's exposure shall be in a second loss 
position, or better; 

(ii) the first loss position shall provide significant credit protection to 
the second loss position; 

(iii) the credit risk associated with the exposure shall be equivalent 
to investment grade, or better; 

(iv) the bank that acts as a sponsor and that holds the unrated 
position shall not provide any first loss protection to the relevant 
securitisation scheme. 

(v) In the case of a first-loss credit enhancement facility the bank shall deduct- 

(A) from its primary share capital and primary reserve funds fifty per cent 
of the amount relating to the said first-loss credit enhancement 
facility; and 

(6) from its secondary capital and secondary reserve funds fifty per cent 
of the amount relating to the said first-loss credit enhancement 
facility; 



STAATSKOERANT, 1 JANUARlE 2008 No. 30629 103 

(vi) In the case of a second-loss credit enhancement facility other than a 
second loss position in an ABCP programme provided by a bank that acts 
as a sponsor, the bank shall treat the second-loss credit enhancement 
facility as a direct credit substitute and assign to the said facility a risk 
weight of 100 per cent provided that- 

(A) the associated credit risk of the second-loss credit enhancement 
facility shall be the equivalent to investment grade, that is, a rating of 
BBB- or an equivalent rating, or better; 

(B) a second-loss credit enhancement facility that does not meet the 
aforesaid criteria shall for purpose of calculating the bank's required 
amount of capital and reserve funds be deducted from the bank's 
primary and secondary capital and reserve funds in accordance with 
the relevant requirements specified in subparagraph (v) above; 

(C) the aggregate amount of capital maintained by a bank in terms of 
subparagraphs (v) and (vi) shall be limited to the amount of capital 
that the bank would have been required to maintain in respect of all 
the assets or credit risk inherent in the assets transferred had it not 
been for the securitisation scheme. 

(vii) In the case of eligible liquidity facilities the bank shall determine its risk- 
weighted exposure in accordance with the relevant requirements specified 
below provided that a bank that acts as an originator shall in no case 
provide any liquidity facility in respect of the securitisation scheme in 
respect of which that bank acts as such an originator. 

(A) When a bank or another institution within a banking group of which 
such a bank is a member, acting as a servicing agent, a repackager 
or a sponsor in respect of a securitisation scheme, provides an 
eligible liquidity facility in respect of such a securitisation scheme, 
that is, a facility that complies with the conditions specified in 
paragraph 7 of the exemption notice relating to securitisation 
schemes, the said bank or institution shall in the case of- 

(i) a facility with an external rating apply to the said position a 
credit-conversion factor of 100 per cent and the risk weight 
relating to the specific rating, as specified in subparagraph (i) 
above; 
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(ii) a facility other than a facility with an external rating, apply a 
credit-conversion factor of- 

(aa) 20 per cent in respect of any eligible liquidity facility with 
an original maturity of one year or less; 

(bb) 50 per cent in respect of any eligible liquidity facility with 
an original maturity of more than one year, 

which credit-conversion factor shall be applied to the highest 
risk weight assigned to any of the senior commercial paper 
covered by the said liquidity facility. 

(B) A bank or another institution within a banking group of which such a 
bank is a member, acting as a servicing agent, a repackager or a 
sponsor in respect. of a securitisation scheme may provide a short- 
term liquidity facility that may be utilised only in the event of a general 
market disruption, that is, when special-purpose institutions involved 
in various different securitisation transactions are unable to replace 
maturing commercial paper, which- 

(i) inability relates to reasons other than an impairment in the 
credit quality of the relevant special-purpose institution or 
underlying exposures; 

(ii) short-term liquidity facility shall be assigned a credit-conversion 
factor of nil per cent, provided that- 

(aa) the said facility shall comply with the relevant conditions 
specified in paragraph 7 of the exemption notice relating 
to securitisation schemes: 

(bb) the funds advanced by the bank to the investors in 
commercial paper or special-purpose institution in the 
case of a general market disruption- 

(i) shall in all cases be secured by the relevant 
underlying assets; 

(ii) shall rank at least pari passu with the claims of the 
holders of the said commercial paper. 
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(C) When a bank that provides a liquidity facility in respect of a traditional 
or synthetic securitisation scheme does not comply with the 
conditions specified in this subparagraph (vii) and the conditions 
specified in paragraph 7 of the exemption notice relating to 
securitisation schemes, the liquidity facility concerned- 

(i) shall be regarded as a first-loss credit-enhancement facility 
provided to the scheme by the aforementioned bank; and 

(ii) shall be deducted from the bank's primary and secondary 
capital and reserve funds in accordance with the relevant 
requirements specified in subparagraph (v) above, 

provided that the aggregate amount of capital maintained by the said 
bank in terms of this item (C) shall be limited to the amount of capital 
that the bank would have been required to maintain in respect of all 
the assets or credit risk inherent in the assets transferred to the 
special-purpose institution in terms of the securitisation scheme if the 
said assets or credit risk inherent in the assets were actually held on 
the balance sheet of the bank that provided the said liquidity facility. 

(viii) In the case of eligible servicer cash advance facilities the bank shall 
determine its risk-weighted exposure in accordance with the relevant 
requirements specified below provided that a bank that acts as an 
originator shall in no case provide any servicer cash advance facility in 
respect of the securitisation scheme in respect of which that bank acts as 
such an originator. 

When a bank or another institution within a banking group of which such a 
bank is a member, acting as a servicing agent, provides an eligible servicer 
cash advance facility in respect of a securitisation scheme, that is, a facility 
that, amongst other things, complies with the conditions specified in 
paragraphs 7 and 9 of the exemption notice relating to securitisation 
schemes, the said bank or institution may in the case of any undrawn 
servicer cash advance facility that is unconditionally cancellable by the said 
bank or institution without prior notice, apply a credit-conversion factor of nil 
per cent in respect of the said undrawn facility provided that- 

(A) the said facility shall duly state that the servicing agent is under no 
obligation to advance funds to investors or the special-purpose 
institution in terms of the servicer cash advance facility; 
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(B) any cash advance made by the servicing agent shall be at the 
servicing agent's sole discretion and solely to cover an unexpected 
temporary shortfall that arose from delayed payments; 

(C) the servicing agent's rights for reimbursement in terms of the said 
cash advance facility shall be senior to any other claim on cash flows 
arising from underlying exposures or collateral held in respect of the 
securitisation scheme. 

(ix) In the case of facilities or exposures that overlap the bank shall determine 
its risk-weighted exposure in accordance with the reievant requirements 
specified below. 

When a bank or another institution within a banking group of which such a 
bank is a member provides several types of facilities to a special-purpose 
institution, which facilities overlap in the sense that the utilisation of one 
facility may preclude any utilisation of the other facility, and which facilities 
may be drawn under various conditions, the bank or said institution shall 
not be required to calculate and maintain a capital requirement in respect 
of the said overlap in facilities provided that- 

(A) when the facilities are subject to different credit-conversion factors, 
the bank shall assign to the portion of the facilities that overlaps the 
highest relevant credit-conversion factor; 

(B) when the various facilities are provided by different banks, each bank 
shall calculate and maintain a capital requirement in respect of the 
full amount granted in terms of the relevant facility. 

(x) In the case of a securitisation exposure in respect of which protection is 
obtained or provided, the bank shall determine its risk-weighted exposure 
in accordance with the relevant requirements specified in subregulation 
(7)(e) below. 

(xi) In the case of a securitisation scheme with early amortisation features the 
bank shall determine its risk-weighted exposure in accordance with the 
relevant requirements specified below. 

When a bank that acts as an originator transfers assets or risk exposures 
to a special-purpose institution in terms of a transaction that contains an 
early amortisation mechanism, which assets or exposures are of a 
revolving nature, the bank shall calculate and maintain capital in respect of 
the originator's interest and the investors' interest provided that- 
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(A) the bank's aggregate capital requirement shall duly reflect the type of 
mechanism through which the early amortisation is triggered; 

(B) the bank shall not be required to calculate and maintain a capital 
requirement relating to early amortisation in the case of- 

(i) a replenishment structure, in terms of which structure the 
underlying exposures are not of a revolving nature and the 
early amortisation terminates the ability of the bank to transfer 
any further exposures; 

(ii) a transactim in respect of revolving assets, which transaction 
contains early amortisation features that mimic a term structure, 
that is, the risk relating to the underlying facilities does not 
return to the originator; 

(iii) a structure in terms of which- 

(aa) the bank securitised one or more credit lines but the 
investor3 remain fully exposed to any future draws by the 
borrowers, even after an early amortisation event has 
occurred; 

(bb) the early amortisation clause is solely triggered by events 
unrelated to the performance of the securitised assets or 
the bank that transferred the assets, such as material 
changes in tax laws or regulations. 

(C) when the underlying pool of exposures comprises revolving and term 
exposures, the bank shall apply the relevant early amortisation 
requirements specified in this subparagraph (xi) to the portion of the 
underlying pool that contains revolving exposures; 

(D) the capital requirement to be maintained by the originating bank in 
respect of the investors' interest shall be equal to- 

(i) the investors' interest, multiplied by 

(ii) the appropriate credit-conversion factor specified in item (E) 
below, which credit-conversion factor shall depend upon- 

(aa) the nature of the early amortisation mechanism, that is, 
based on the requirements specified in paragraph 13(2) 
of the exemption notice relating to securitisation 
schemes, whether the early amortisation mechanism is 
regarded as a controlled mechanism or an uncontrolled 
mechanism; 
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(bb) the nature of the exposure, that is, whether the exposures 
that were transferred in terms of the securitisation 
scheme consist of- 

(i) uncommitted retail credit lines such as credit card 
receivables, that is, the credit facility is 
unconditional and may be cancelled without prior 
notice; 

(ii) other credit lines such as revolving corporate 
facilities, 

multiplied by 

(iii) the risk weight relating to the underlying exposure type; 

(E) when the early amortisation mechanism- 

(i) complies with the requirements specified in paragraph 13(2) of 
the exemption notice relating to securitisation schemes, which 
requirements relate to a controlled early amortisation 
mechanism, and the underlying revolving exposure is in respect 
of- 

(aa) an uncommitted retail credit facility such as credit card 
receivables, the bank- 

(i) shall compare the three-month average excess 
spread to the point at which the bank is required to 
trap excess spread, that is, the excess spread 
trapping point specified in the structure, provided 
that when the transaction does not require excess 
spread to be trapped the trapping point shall be 
deemed to be equal to 4 3  percentage points; 

(ii) shall divide the excess spread level by the 
transaction's excess spread trapping point in order 
to determine the appropriate segments; 

(iii) shall apply to the investors' interest the relevant 
credit-conversion factors specified in table 5 below. 
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Table 5 
mechanism in respect of uncommitted 

retail credit facilities 
- - 

Segment based on 3-month I Credit 
average excess spread 

133.33% or more of trapping point 

less than 133.33% to 100% of 
trapping point 

1% 

less than 100% to 75% of trapping 
point 

2% 

less than 75% to 50% of trapping 
point 

1 less than 25% 40% 
. - 

10% 

less than 50% to 25% of trapping 
point 

(bb) committed facilities or revolving exposures other than 
retail exposures, the bank shall apply to the relevant off- 
balance-sheet exposure a credit-conversion factor of 90 
per cent. 

20% 

(ii) does not comply with the relevant requirements specified in 
paragraph 13(2) of the exemption notice relating to 
securitisation schemes, which requirements relate to a 
controlled early amortisation mechanism, and the underlying 
revolving exposures is in respect of- 

(aa) an uncommitted retail credit facility such as credit card 
receivables, the bank- 

(i) shall compare the three-month average excess 
spread to the point at which the bank is required to 
trap excess spread, that is, the excess spread 
trapping point specified in the structure, provided 
that when the transaction does not require excess 
spread to be trapped the trapping point shall be 
deemed to be equal to 4,s percentage points; 

(ii) shall divide the excess spread level by the 
transaction's excess spread trapping point in order 
to determine the appropriate segments; 
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(iii) shall apply to the investors' interest the relevant 
credit-conversion factors specified in table 6 below. 

Table 6 
Uncontrolled mechanism in respect of uncommitted 

retail credit facilities 

I 133.33% or more of trapping I point i 

Segment based on fmonth 
average excess spread L 

less than 133.33% to 100% of 
trapping point 

less than 100% to 75% of 
trapping point 

less than 75% to 50% of trappin! 
point 

/ less than 50% of trapping point 

Credit conversion 
factor 

(bb) committed facilities or revolving exposures other than 
retail exposures, the bank shall apply to the relevant off- 
balance-sheet exposure a creditconversion factor of 100 
per cent. 

(F) the aggregate amount of capital maintained by the originating bank 
shall be equal to the higher of- 

(i) the capital requirement in respect of any retained exposures; or 

(ii) the amount of capital that the bank would have been required 
to maintain in respect of all the assets or credit risk inherent in 
the assets transferred had it not been for the securitisation 
scheme, 

provided that the originating bank shall deduct from its primary capital 
and reserve funds the entire amount relating to any gain-on-sale 
included in the bank's primary capital and reserve funds and any 
credit enhancing interest-only strip that arose from the securitisation 
transaction. 

(G) for the purposes of this subparagraph (xi), retail exposure means any 
exposure to a person of less than R7,5 million. 

(i) In the case of all unsettled securities or derivative contracts subject to 
counterparty risk, in accordance with the relevant provisions specified in 
subregulations (1 5) to (1 9) below. 
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(j) In the case of all other exposures, in accordance with the relevant requirements 
specified in tables 7 and 8 below. 

Risk weight 
Table 7 

Transactions with the following counterparties, including 
- assets 

Transactions with the followinq counterparties 
Central government of the RSA provided that the relevant 
exposure is repayable and funded in Rand 
Reserve Bank provided that the relevant exposure is 
repayable and funded in Rand 
Corporation for Public Deposits provided that the relevant 
exposure is repayable and funded in Rand 
Bank for lnternational Settlements 
lnternational Monetary Fund 
European Central Bank 
World Bank Group, including the lnternational Bank for 
Reconstruction and Develo~ment (IBRD) and the 
lnternational Finance corporation (IFC) ' 

Asian Development Bank (ADB) 
African Development Bank (AfDB) 
European Bank for Reconstruction and Development 
(EBRD) 
Inter-American Development Bank (IADB) 
European lnvestment Bank (EIB) 
European lnvestment Fund (EIF) 
Nordic lnvestment Bank (NIB) 
Caribbean Development Bank (CDB) 
Islamic Development Bank (IDB) 
Council of Europe Development Bank (CEDB) 
lntragroup advances to banks' 
lntragroup advances to other formally regulated financial 
entities with,capital requirements similar to these 
Regulations 
lntragroup advances to branches of foreign banks 

Assets 
Cash and cash eauivalents such as aold bullion 

(a) the relevant entity is managed as an integrated part of the relevant banking group; 
(b) the relevant entity is consolidated in accordance with the relevant requirements specified in 

regulation 36; 
(c) capital resources are freely transferable behveen the relevant entity and the relevant parent 

bank or controlling company. 
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Risk Weight 

20% 

Transactions with the following counterparties, including 
assets 
Transactions with the following counter~arties 

RSA public-sector bodies, excluding exposures to the central 
government, SA Reserve Bank and the Corporation for 
Public Deposits when the said exposure is repayable and 
funded in Rand 
Banks in the RSA provided that the claim on the bank has an 
original maturity of three months or less, excluding any claim 
on a PSA bank that is renewed or rolled resulting in an 
effective maturity of more than three months 
A securities firm in the RSA provided that such a firm is 
subject to comparable supervisory and regulatory 
arrangements than banks in the RSA, including, in particular, 
risk-based capital requirements and regulation and 
supervision on a consolidated basis and the claim on the 
securities firm has an original maturity of three months or 
less, excluding any claim on a securities firm in the RSA that 
is renewed or rolled resulting in an effective maturity of more 
than three months 

Assets 
Cash items in process of collection 

Transactions with the followinp counterparties or assets 
An investment in a significant minority or majority owned or 
controlled commercial entity, which investment amounts to 
less than 15 per cent of the issued primary and secondary 
capital and reserve funds of the reporting bank, as reported in 
items 36,63 and 72 of form BA 700 
All other counterparties or assets not covered elsewhere in 
this paragraph (j) 

Assets 
Venture capital 
Private eauitv 
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-- Table 8 
Deductions against capital and reserve funds - 

50 per cent against primary share capital and primary unimpaired reserve 
Funds and 50 per cent against secondary capital and secondary 
unimpaired reserve funds 

The excess amount relating to an investment in a commercial entity, which 
investment is equal to or exceeds 15 per cent of the issued primary and 
secondary capital and reserve funds of the reporting bank, as reported in items 
36,63 and 72 of the form BA 700 
The excess amount when the aggregate amount of investments in 
commercial entities that are equal to or exceed 15 per cent of the issued 
primary and secondary capital and reserve funds of the reporting bank, as 
reported in items 36, 63 and 72 of the form BA 700, exceeds 60 per cent of the 
said amount of issued primary and secondary capital and reserve funds of the 
bank, as reported in items 36,63 and 72 of the form BA 700 
A first-loss position, including a credit-enhancement facility in respect of a 
securitisation scheme 
A materiality threshold specified in a guarantee or creditderivative contract, 
which materiality threshold either reduces the amount of payment or requires a 
given amount of loss to occur for the account of the protection buyer before 
the protection seller is obliged to make payment to the said protection buyer 

Aqainst primary share capital and primary unimpaired reserve funds 

An amount equal to the book value of instruments directly or indirectly held by 
the bank in any other bank, which instruments qualify as primary capital of that 
other bank, provided that, subject to such conditions as may be specified in 
writing by the Registrar, the Registrar may determine situations in which the 
bank may acquire or hold such instruments without being required to deduct 
from the bank's primary share capital and unimpaired reserve funds the said 
specified amount 
An amount equal to the book value of instruments directly or indirectly held by 
the bank in a subsidiary of the bank that conducts the business of a bank in a 
country outside the RSA, which instruments qualify as primary capital or the 
equivalent thereof of the said subsidiary of the bank, provided that, subject to 
such conditions as may be specified in writing by the Registrar, the Registrar 
may determine situations in which the bank may acquire or hold such 
instruments without being required to deduct from the bank's primary share 
capital and unimpaired reserve funds the specified amount 
An amount equal to the book value of instruments directly or indirectly held by 
the bank in a regulated non-bank financial institution, which instruments qualify 
as capital of that regulated non-bank financial institution, provided that, subject 
to such conditions as may be specified in writing by the Registrar, the Registrar 
may determine situations in which the bank may acquire or hold such 
instruments without being required to deduct from the bank's primary share 
capital and unim~aired reserve funds the s~ecified amount 
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-- 
Deductions against capital and reserve funds 

4aainst primary share capital and primarv unim~aired reserve funds 

Unless the assets and liabilities of a foreign branch of a bank are combined 
with the assets and liabilities of the locally incorporated parent bank in order to 
calculate a consolidated required amount of capital and reserve funds in 
respect the said consolidated bank and branch of a bank, the higher amount of 
any capital requirement imposed by either the home country or host country in 
respect of any foreign branch of the bank provided that when the host 
supervisor imposes a minimum capital requirement in respect of the said 
foreign branch notwithstanding the consolidation of the assets and liabilities of 
the said branch with the assets and liabilities of the said parent bank, the 
amount to be deducted shall be equal to any shortfall in the amount of capital 
held by the said branch in respect of the said host capital requirement 
The value of assets lodged or pledged to secure liabilities incurred under any 
other law when the effect of such lodging or pledging is that such assets are 
not available for the purpcjse of meeting the liabilities of the bank in terms of 
the Banks Act, 1990, provided that, subject to such conditions and treatment 
as may be specified in writing by the Registrar, the Registrar may determine 
cases in which the value of assets lodged or pledged to secure liabilities of the 
bank do not constitute a deduction against the capital and reserve funds of the 
said bank 
The net present value of acknowledgements of debt outstanding issued to 
directly or indirectly fund instruments that rank as qualifying primary capital and 
unimpaired reserve funds, which net present value shall be deducted from the 
issuer's primary capital and unimpaired reserve funds unless such 
acknowledgements of debt are subordinated in a manner similar to the 
instruments that rank as qualifying primary capital and unimpaired reserve 
funds 
Any instrument that qualifies as primary capital of the reporting bank and for 
which the reporting bank has received no value 
Any direct or indirect loan or funding provided by the reporting bank to a 
person investing in an instrument that qualifies as primary share capital of the 
reporting bank or the reporting bank's controlling company 
An amount equal to the qualifying amount of any instrument directly or 
indirectly issued by the bank in respect of a regulated non-bank financial 
institution, the relevant value of which instrument qualify as capital or 
constitutes eligible capital of that regulated non-bank financial institution, 
provided that, subject to such conditions as may be specified in writing by the 
Registrar, the Registrar may determine situations in which the bank may issue 
such instruments without being required to deduct from the bank's primary 
share capital and unimpaired reserve funds the specified amount 
Goodwill 
Accumulated losses 
Establishment costs 
Intangible assets not deducted elsewhere 
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Deductions against capital and reserve funds 

Against secondary capital and secondaw unimpaired reserve funds 

Debt instruments held by the bank or by a non-bank subsidiary of the bank, 
which debt instruments have been issued by any other bank and the amounts 
of which may in terms of the Banks Act, 1990, rank as secondary capital of 
that other bank, provided that, subject to such conditions as may be specified 
in writing by the Registrar, the Registrar may determine situations in which the 
bank may directly or indirectly acquire or hold such instruments without being 
required to deduct from the bank's secondary capital and unimpaired reserve 
funds the specified amount 
Preference shares directly or indirectly held by the bank, which preference 
shares have been issued by any other bank and the amounts of which may in 
terms of the Banks Act, 1990, rank as secondary capital of that other bank, 
provided that, subject to such conditions as may be specified in writing by the 
Registrar, the Registrar may determine situations in which the bank may 
directly or indirectly acquire or hold such instruments without being required to 
deduct from the bank's secondary capital and unimpaired reserve funds the 
specified amount 
Debt instruments directly or indirectly held by the bank, which debt instruments 
have been issued by a regulated non-bank financial institution and the 
amounts of which may rank as capital of that non-bank financial institution, 
provided that, subject to such conditions as may be specified in writing by the 
Registrar, the Registrar may determine situations in which the bank may 
directly or indirectly acquire or hold such instruments without being required to 
deduct from the bank's secondary capital and unimpaired reserve funds the 
specified amount 
Any other instrument directly or indirectly held by the bank, which instrument 
qualify as secondary capital of any other bank or regulated institution, provided 
that, subject to such conditions as may be specified in writing by the Registrar, 
the Registrar may determine situations in which the bank may directly or 
indirectly acquire or hold such instruments without being required to deduct 
from the bank's secondary capital and unimpaired reserve funds the specified 
amount 
Any instrument that qualifies as secondary capital of the reporting bank and for 
which the reporting bank has received no value, excluding instruments issued 
in pursuance of the capitalisation of reserves resulting from a revaluation of 
assets, as respectively prescribed in regulations 38(12)(b) and 38(12)(c) 
Debt instruments issued by a bank, such as non-qualifying capital, and 
acknowledgements of debt related either directly or indirectly to the funding of 
capital and unimpaired reserve funds 
The net present value of acknowledgements of debt outstanding issued to 
directly or indirectly fund instruments that rank as qualifying secondary capital 
and unimpaired reserve funds which net present value shall be deducted from 
the issuer's secondary capital and unimpaired reserve funds unless such 
acknowledgements of debt are subordinated in a manner similar to the 
instruments that rank as qualifying secondary capital and unimpaired reserve 
funds 
Any direct or indirect loan or funding provided by the reporting bank to a 
person investing in a debt instrument that qualifies as secondary capital of 
the reporting bank or the reporting bank's controlling company - 
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Deductions against capital and reserve funds 
Mainst tertiarv capital 

Debt instruments held by the bank, which debt instruments have been issued 
by any other bank and the amounts of which may in terms of the Banks Act, 
1990, rank as tertiary capital of that other bank 
The net present value of acknowledgements of debt outstanding issued to 
directly or indirectly fund instruments that rank as qualifying tertiary capital, 
which net present value shall be deducted from the issuer's tertiary capital 
unless such acknowledgements of debt are subordinated in a manner similar 
to the instruments that rank as qualifying tertiary capital 
Any other instruments that qualify as tertiary capital of any other bank 
Any direct or indirect loan or funding provided by the reporting bank to a 
person investing in the debt instrument that qualifies as tertiary capital of the 
reporting bank or the reporting bank's controlling company 

The items prescribed in this paragraph (j) as deductions against- 

(i) primary share capital and unimpaired reserve funds; 

(ii) secondary capital and unimpaired reserve funds; andlor 

(iii) tertiary capital, 

may be amended with the approval of the Minister, the Governor of the Reserve 
Bank and the Registrar, and after consultation with the banking industry. 

(7) Credit risk mitigation: simplified standardised approach 

Credit risk mitigation relates to the reduction of a bank's credit risk exposure by 
obtaining, for example, eligible collateral or guarantees or entering into a netting 
agreement with a client that maintains both debit and credit balances with the reporting 
bank. 

When a bank that adopted the simplified standardised approach for the calculation of 
the bank's credit exposure in its banking book obtains eligible collateral or guarantees, 
a reduction in the credit risk exposure of the reporting bank shall be allowed to the 
extent that the bank achieves an-effective and verifiable-transfer of risk. 

No transaction in respect of which the reporting bank obtained credit protection shall 
be assigned a risk weight higher than the risk weight that applies to a similar 
transaction in respect of which no credit protection was obtained. 
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(a) On-balance-sheet netting 

When a client maintains both debit and credit balances with a bank and the bank 
enters into a netting agreement in respect of the relevant loans and deposits with 
the said counterparty, the bank may in the calculation of the bank's risk exposure 
regard the exposure as a collateralised exposure in accordance with the 
provisions of paragraph (b) below provided that the bank- 

(i) shall have a well-founded legal basis for concluding that the netting or 
offsetting agreement is enforceable in each relevant jurisdiction, regardless 
whether the counterparty is insolvent or bankrupt; 

(ii) shall at any time be able to determine the loans and deposits with the same 
counterparty that are subject to the netting agreement; 

(iii) shall monitor and control any potential roll-off risk in respect of the said 
debit and credit balances; 

(iv) shall monitor and control the relevant exposures on a net basis. 

(b) Collateral 

(i) When- 

(A) a bank's exposure or potential exposure to credit risk is secured by the 
pledge of eligible collateral; and 

(B) the bank meets the minimum requirements set out in subparagraph (iii) 
below, 

the bank may in the calculation of its required amount of capital and reserve 
funds in terms of the provisions of subregulation (6) recognise the effect of 
such collateral in accordance with the relevant provisions of this paragraph 
(b). 

( i i )  Eligible collateral 

The collateral instruments specified below shall constitute eligible collateral 
for risk mitigation purposes in terms of the simplified standardised 
approach. 

(A) Cash on deposit with the reporting bank; 

(B) Certificates of deposit or comparable instruments issued by the 
reporting bank; 
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Credit-linked notes issued by the reporting bank in order to protect an 
exposure in the banking book; 

Gold; 

Securities issued by a sovereign, which sovereign is assigned a 
rating equal to or better than category 4 of table 1 above; 

Securities issued by public-sector bodies that are treated as 
sovereigns in their country of incorporation with a rating equal to or 
better than category 4 of table 1 above; 

Securities issued by the Central Government of the RSA provided 
that the reporting bank's exposure and the said securities are 
denominated in Rand; 

Securities issued by the Reserve Bank provided that the reporting 
bank's exposure and the said securities are denominated in Rand. 

(iii) Minimum requirements relating to collateral 

(A) General requirements 

A reduction in the risk exposure of a bank shall be allowed to the 
extent- 

that such collateral was not already taken into account in the 
calculation of the reporting bank's risk exposure. For example, no 
reduction in the risk exposure of the reporting bank shall be 
allowed in respect of an exposure for which an issue specific 
rating was issued, which rating already reflects the effect of the 
risk mitigation; 

that the bank complies with the relevant requirements relating to 
disclosure, prescribed in regulation 43; 

that the bank is able to establish title to the collateral in order to 
liquidate it; 

that such collateral can be realised by the reporting bank under 
normal market conditions, that is, the value at which the 
collateral can be realised in the market does not materially 
differ from its book value, provided that a bank shall maintain an 
appropriate margin of collateral in excess of the amount in 
respect of which a reduction in the risk exposure is allowed in 
order to provide for fluctuations in the market value of the 
relevant collateral. 



STAATSKOERANT. 1 JANUARIE 2008 No. 30629 119 

(6) Specific requirements 

(i) Legal certainty 

Collateral is effective only when the legal process by which 
collateral is given is robust and ensures that the reporting bank 
has clear rights over the collateral, and may liquidate or retain it 
in the event of a default, insolvency or bankruptcy (or an 
otherwise defined credit event set out in the transaction 
documentation) of the obligor and, where applicable, the 
custodian holding the collateral. 

A bank shall take all steps necessary to fulfil contractual 
requirements in respect of the enforceability of security interest, 
for example, by registering a security interest with an issuer or 
a registrar. When the collateral is held by a custodian, the bank 
shall seek to ensure that the custodian ensures adequate 
segregation of the collateral instruments and the custodian's 
own assets. 

In cases of uncertainty, a bank shall obtain legal certainty by 
way of legal opinions confirming the enforceability of the 
collateral arrangements in all relevant jurisdictions, and that the 
bank's rights are legally well founded. 

Legal opinions shall be updated at appropriate intervals in order 
to ensure continued enforceability. 

(ii) Documentafion 

The collateral arrangements shall be duly documented with a 
clear and robust procedure in place for the timely liquidation of 
collateral. A bank's procedures shall be sufficiently robust to 
ensure that any legal conditions required for declaring the 
default of the client and liquidating the collateral are observed. 

(iii) Low correlation wifh exposure 

In order for collateral to provide effective protection, the credit 
quality of the obligor and the value of the collateral shall not 
have a material positive correlation. 
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Mismatches 

No currency mismatch shall exist between the underlying 
exposure and the collateral. 

Collateral obtained by the bank as security against an exposure 
of the bank shall be pledged as security for the full duration of 
the bank's exposure. 

Rating 

The rating issued in respect of the collateral instrument shall 
not relate only to the principal amount. 

Robust risk-management process 

While collateral reduces credit risk, it simultaneously increases 
other risks to which a bank is exposed, such as legal risk, 
operational risk, liquidity risk and market risk. Therefore, a bank 
shall employ robust procedures and processes to control all 
material risks. 

As a minimum, a robust risk-management process relating to 
collateral management shall include the fundamental elements 
specified below. 

(aa) Strategy 

A duly articulated strategy for the use of collateral shall 
form an intrinsic part of a bank's general credit strategy 
and overall liquidity strategy. 

(bb) Focus on underlying credit 

A bank shall continue to assess a collateralised exposure 
on the basis of the borrower's creditworthiness. A bank 
shall obtain and analyse sufficient financial information to 
determine the obligor's risk profile and its risk- 
management and operational capabilities. 

(cc) Valuation 

A bank shall mark its collateral to market and revalue its 
collateral at regular intervals but not less frequently than 
once every six months. 
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(dd) ,Policies and procedures 

Clear policies and procedures shall be established and 
maintained in respect of collateral management, 
~ncluding: 

(,i) the terms of collateral agreements, types of 
collateral and enforcement of collateral terms (for 
example, waivers of posting deadlines); 

(ii) the management of legal risks; 

I (iii) the administration of agreements; and 

(iv) the prompt resolution of disputes, such as valuation 
of collateral or positions, acceptability of collateral, 
fulfilment of legal obligations and the interpretation 
of contract terms. 

A bank shall regularly review its policies and procedures 
in order to ensure that the said policies and procedures 
remain appropriate and effective. 

(ee) Systems 

A bank's policies and procedures shall be supported by 
collateral management systems capable of tracking the 
location and status of posted collateral. 

(ff) Concentration risk 

A bank shall have in place a duly defined policy with 
respect to the amount of concentration risk that it is 
prepared to accept, that is, a policy in respect of the 
taking as collateral of large quantities of instruments 
issued by the same obligor. 

A bank shall take into account collateral and purchased 
credit protection when it assesses the potential 
concentrations in its credit portfolio, including when 
determining its concentration risk in terms of section 73 of 
the Act. 
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(iv) Proportional cover 

When a bank obtains collateral of which the value is less than the amount 
of the bank's exposure to credit risk, the bank shall recognise the credit 
protection on a proportional basis, that is, the protected portion of the 
exposure shall be risk weighted in accordance with the relevant provisions 
of this paragraph (b) and the remainder of the credit exposure shall be 
regarded as unsecured. 

(v) Riskweighting 

For the protected portion of a credit exposure, a bank may substitute the 
risk weight relating to the collateral for the risk weight of the counterparty or 
underlying exposure subject to a minimum risk weight of 20 per cent, except 
in the cases specified below when a lower risk weight may apply. 

A bank shall apply the said lower risk weight relating to collateral to the 
outstanding amount of the relevant protected exposure. 

(vi) Exceptions to the risk weighting floor of 20 per cent 

A bank may assign a risk weight of zero per cent, or such other percentage 
as may be specified below, to the protected portion of a credit exposure or 
potential credit exposure provided that- 

the exposure and the collateral shall be denominated in the same 
currency and the collateral shall consist of cash on deposit with the 
reporting bank; 

the exposure and the collateral shall be denominated in the same 
currency and the collateral shall consist of securities issued by a 
sovereign or central bank eligible for a risk weight of zero per cent, 
when the market value of the security has been reduced by 20 per 
cent; 

the transaction shall be an OTC derivative transaction subject to daily 
mark-to-market requirements, collateralised by cash, with no 
currency mismatch. 

When the transaction is collateralised by a security issued by a 
sovereign or public sector entity that qualifies for a risk weight of zero 
per cent in terms of the standardised approach, instead of cash, the 
bank shall risk weight the protected portion of the exposure at 10 per 
cent; 
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(D) the collateral shall form part of a repurchase or resale agreement, 
which agreement shall comply with the conditions specified below. 

Both the exposure and the collateral shall consist of cash or a 
sovereign security or public-sector security qualifying for a zero 
per cent risk weight in terms of the simplified standardised 
approach. 

Both the exposure and the collateral shall be denominated in 
the same currency. 

The transaction shall be overnight or both the exposure and the 
collateral shall be marked to market on a daily basis and shall 
be sut)ject to daily remargining. 

Following the failure of a counterparty to remargin, the time that 
is required from the last mark-to-market adjustment, before the 
failure to remargin occurred, and the liquidation of the 
collateral, shall be no more than four business days. 

The transaction shall be settled across a settlement system 
proven for the relevant type of transaction. 

The documentation covering the agreement shall be standard 
market documentation for the said transactions. 

The transaction shall be governed by documentation that 
specifies that when the counterparty fails to satisfy an 
obligation to deliver cash or securities or to deliver margin, or 
other~ise defaults, the transaction shall be immediately 
terminable. 

Upon any default event, regardless of whether the counterparty 
is insolvent or bankrupt, the bank shall have the unfettered 
legally enforceable right to immediately seize and liquidate the 
collateral for the bank's benefit. 

The agreement shall be concluded with- 

(aa) a sovereign; 

(bb) a central bank; 

(cc) a public-sector entity; 
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(dd) a bank or securities firm provided that in the case of a 
securities firm the firm shall be subject to supervisory and 
regulatory arrangements comparable to banks in the 
Republic, including, in particular, risk-based capital 
requirements and regulation and supervision on a 
consolidated basis; 

(ee) another financial institution, including an insurance 
company, eligible for a risk weighting of 20 per cent in 
terms of the simplified standardised approach; 

(ff) regulated m~~tual  funds that are subject to capital or 
leverage requirements; 

(gg) regulated pension funds; 

(hh) any clearing institution approved in writing by the 
Registrar. 

When a bank complies with all of the requirements specified above 
but the repurchase or resale agreement was concluded with a 
counterparty other than the counterparties specified above, the bank 
may assign a risk weighting of ten per cent to the protected portion of 
a credit exposure or potential credit exposure. 

(c) Guarantees 

Risk weighting 

When a bank obtains protection against loss relating to an exposure or 
potential exposure to credit risk in the form of an eligible guarantee, the risk 
weight applicable to the guaranteed transaction or guaranteed exposure may 
be reduced to the risk weight applicable to the guarantor in accordance with 
the provisions of this paragraph (c). 

The lower risk weight of the guarantor shall apply to the outstanding amount 
of the exposure protected by the guarantee, provided that all the 
requirements set out in this paragraph (c) are met. 

Proportional cover 

When a bank obtains a guarantee for less than the amount of the bank's 
exposure to credit risk, the bank shall recognise the credit protection on a 
proportional basis, that is, the protected portion of the exposure shall be 
risk weighted in accordance with the relevant provisions of this paragraph 
(c) and the remainder of the credit exposure shall be regarded as 
unsecured. 
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(iii) Eligible guarantors 

Guarantors qualifying for a risk weight of 20 per cent or better, and a lower 
risk weight than the protected credit exposure, shall be recognised for risk 
mitigation purposes in terms of the simplified standardised method. 

(iv) Minimum requirements relating to guarantees 

(A) General requirements 

A reduction in the risk weight of a bank's exposure to the risk weight 
applicable to the relevant guarantor shall be allowed only to the extent- 

( i )  that such guarantee was not already taken into account in the 
calculation of the reporting bank's risk exposure. For example, no 
reduction in the risk exposure of the reporting bank shall be 
allowed in respect of an exposure for which an issue specific 
rating was issued, which rating already reflects the effect of the 
guarantee; 

(ii) that such guarantee may be realised by the reporting bank under 
normal market conditions: 

(B) Specific requirements 

(i) The guarantee shall be an explicitly documented obligation 
assumed by the guarantor. 

(ii) The guarantee shall be legally enforceable in all relevant 
jurisdictions and the bank's rights in terms of the guarantee 
shall be legally well founded. 

Legal opinions shall be updated at appropriate intervals in order 
to ensure continued enforceability of the bank's rights in terms 
of the guarantee. 

(iid Direct 

The guarantee shall constitute a direct claim on the guarantor. 

When a qualifying default or non-payment by the obligor 
occurs, the reporting bank shall pursue the guarantor for 
amounts outstanding under the loan, rather than having to 
continue to pursue the obligor. 
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When the guarantee provides only for the payment of principal 
amounts, any interest amount and other unprotected payments 
shall be regarded as unsecured amounts. 

Payment by the guarantor in terms of the guarantee may grant 
the guarantor the right to pursue the obligor for amounts 
outstanding under the loan. 

Explicit 

The guarantee shall be linked to specific exposures, so that the 
extent of the cover is duly defined and incontrovertible. 

lrre vocable 

Other than the reporting bank's non-payment of money due in 
respect of the guarantee, there shall be no clause in the 
contract that would allow the guarantor unilaterally to cancel the 
guarantee or increase the effective cost of the protection as a 
result of deterioration in the credit quality of the protected 
exposure. 

Unconditional 

There shall be no clause in the guarantee that could prevent 
the guarantor from being obliged to pay out, in a timely manner, 
in the event of the original obligor failing to make the 
payment(s) due. 

Robust risk-management process 

While guarantees reduce credit risk, they simultaneously 
increase other risks to which a bank is exposed, such as legal 
and operational risks. 

Therefore a bank shall employ robust procedures and 
processes to control the aforesaid risks. 

As a minimum, a robust risk-management process relating to 
guarantees shall include the fundamental elements specified 
below. 

(aa) Strategy 

A duly articulated strategy for guarantees shall form an 
intrinsic part of a bank's general credit strategy and 
overall liquidity strategy. 
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(bb) Focus on underlying credit 

.A bank shall continue to assess a guaranteed exposure 
on the basis of the borrower's creditworthiness. A bank 
shall obtain and analyse sufficient financial information to 
determine the obligor's risk profile and its risk- 
management and operational capabilities. 

(cc) Systems 

A bank's policies and procedures shall be supported by 
management systems capable of tracking the location 
and status of guarantees. 

A bank shall regularly review its policies and procedures 
in order to ensure that the said policies and procedures 
remain appropriate and effective. 

(dd) Concentration risk 

A bank shall have in place a duly defined policy with 
respect to the amount of concentration risk that it is 
prepared to accept. 

A bank shall take guaranteed positions into account when 
assessing the potential concentrations in its credit 
portfolio, including when determining its concentration risk 
in tel'ms of section 73 of the Act. 

In older to mitigate its concentration risk a bank shall 
monitor general trends affecting relevant guarantors. 

(ee) Roll-off risks 

When a bank obtains guarantees that differ in maturity 
from the underlying credit exposure, the bank shall 
monitor and control its roll-off risks, that is, the fact that 
the bank will be exposed to the full amount of the credit 
exposure when the guarantee expires. 

The bank may be unable to obtain further guarantees or 
to maintain its capital adequacy when the guarantee 
expires. 
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(d) Treatment of pools of risk mitigation instruments 

(i) When a bank obtains- 

(A) multiple risk mitigation instruments that protect a single exposure, that 
is, the bank has obtained both collateral and guarantees partially 
protecting an exposure; ar 

(8) protection with differing maturities, 

the bank shall subdivide the exposure into portions covered by the relevant 
types of risk mitigation instruments. 

(ii) A bank shall separately calculate its risk-weighted exposure relating to 
each relevant portian in accordance with the relevant provisions of 
subregulation (6) read with this subregulation (7). 

(e) Treatment of risk mitigation in respect of securitisation exposure 

When- 

(i) a bank obtains protection in the form of on-balance-sheet netting, 
collateral, guarantees or credit-derivative instruments in order to protect an 
exposure that arose from a transaction relating to a securitisation scheme, 
the bank shall recognise such protection in accordance with the relevant 
requirements specified below. 

In the case of- 

(A) collateral, only instruments that qualify as eligible collateral in terms 
of the provisions of subregulation (9)(b) below shall qualify as eligible 
collateral in resped of the relevant securitisation exposure; 

(8) guarantees and credit-derivative instruments, protection obtained 
from eligible protection providers specified in subregulations (9)(c) 
and (9)(d) shall qualify as eligible protection providers in respect of 
the relevant securitisation exposure provided that- 

(i) the said guarantee or credit-derivative instrument shall comply 
with the relevant minimum requirements specified in 
subregulations (9)(c) and (9)(d) below; 

(ii) no special-purpose institution involved in a securitisation 
scheme shall qualify as an eligible protection provider; 
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(iii) the bank shall calculate and maintain capital requirements in 
respect of the protected and the unprotected portion of the 
relevant exposure in accordance with the relevant requirements 
specified in subregulations (9)(c) and (9)(d) below; 

(C)  a maturity mismatch, the bank shall calculate and maintain a capital 
requirement in respect of the protected portion of the relevant 
exposure in accordance with the relevant requirements specified in 
subregulation (9)(e) provided that when the securitisation exposures 
in respect of which protection is obtained have different maturities, 
the bank shall base the relevant capital requirement on the exposure 
with the longest time to maturity. 

(ii) a bank other than a bank that acts as an originator provides protection in 
respect of a securitisation exposure, the bank shall calculate and maintain 
a capital requirement in respect of the relevant exposure in accordance 
with the relevant requirements specified in subregulation (9) provided that 
when the bank. provides protection relating to an unrated credit- 
enhancement facility, the bank shall treat the exposure as if the bank 
directly provided an unrated credit-enhancement facility in respect of the 
relevant securitisation scheme. 

(8) Method 2: Calculation of credit risk expos~~re in terms of the standardised approach 

Unless specifically otherwise provided, a bank that adopted the standardised approach 
for the measurement of the bank's exposure to credit risk in respect of positions held in 
the bank's banking book shall risk weight its exposures, net of any relevant credit 
impairment, in accordance with the relevant requirements specified below. 

(a) In the case of exposures to sovereigns, central banks, public-sector entities, 
banks, securities firms and corporate exposures, in accordance with the relevant 
provisions of table 9 below. 
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Claim in  respect 
of- 

- -. .. .- -. - 
Sovereigns 

(including the 
Central Bank of 
that particular 

country) 
Public-sector 

entities 
~a n ksT- 

Securities 
firms2' 4' 

Banks: short- 
term claims3' -- 

Securities firms: 
short-term 

Corporate 
entities 6c 

Banks and 
corporate 
entities - 

I. The notations use 

Table 9 -- 
Credit assessment issued by eligible institutions' -- - - - - ---- 

AAA to TA+ to / B B ~  BB+ to I Below l~nrated 
AA- 1 A- It0 BBB- I B- I B- - 

Export Credit Agencies: risk scores' 
7 

I I 

-- 

AAAto A+ to 
AA- I A- 1 BBB+ I Below B B  1 to BB- 

-___C__ - 
209'0 1 50°/o 7 100% 1 150% 1 100% - 

Short-term credit assessment" 4'9  

AT A-2IP-2 1 A-3lP-3 I Other - 

20% 1 50% 1 1 0 0 %  150% 
-. . . - - - - - - .- 
in this table relate to ths-%inas used bv a ~articular credit assessment ~d - - .  

institution. The use of the rating scale of a particular credit assessment instltution does not mean 
that any preference is given to a particular credit assessment institution. The assessments/ rating 
scales of other external credit assessment institutions or, in certain cases. Export Credit Agencies 
("ECAs"), recognlsed as eligible institutions in South Africa, may have been used Instead. 

2. No claim on an unrated bank shall be assigned a risk weighting lower than the risk welghtlng 
assigned to a claim on the central government of the country in which the bank is incorporated. 

3. Claims with an original maturity of three months or less, excluding a claim which is  renewed or 
rolled, resulting in an effective maturity of more than three months. 

4. Refer to subregulation (5)(b)(iv). Only relates to exposures when no specific short-term 
assessment was issued. 

5. Provided that such a firm is subject to comparable supervisory and regulatory arrangements than 
banks in the RSA, including, in particular. risk-based capital requirements and regulation and 
supervision on a consolidated basis. Otherwise a securities firm shall be regarded as a corporate 
entity. 

6. Including entities conducting insurance business. 
7. No claim in respect of an unrated corporate exposure shall be assigned a risk weight lower than 

the risk weight assigned to a claim on the central government of the country in  which the 
corporate entity is incorporated. 

8. Provided that no significant investment in a minority or majority owned or controlled commercial 
entity, which investment amounts to loss than 15 per cent of the sum of a bank's issued primary 
and secondary capital and restme funds, as reported in Items 36,63 and 72 of the form BA 700, 
shall be assigned a risk weight of less than 100 per cent. 

9. Refer to subregulation (S)(b)(iv). Only relates to claims against banks and corporate entities. 
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(b) In the case of an exposure that meets the criteria specified in subregulation 
(6)(b), which exposure shall be regarded as forming part of the bank's retail 
portfolio, excluding any exposure that is overdue, at a risk weight of 75 per cent. 

(c) In the case of a loan to an individual fully secured by a mortgage bond on an 
occupied urban residential dwelling or occupied individual sectional title dwelling, 
when the exposure is not overdue and to the extent that the capital amount 
outstanding does not exceed 80 per cent of the current market value of the 
mortgaged property, at a risk weight of 35 per cent provided that the reporting bank 
shall risk weight any amount in excess of 80 per cent of the said current market 
value of the said mortgaged property at a risk weight of 75 per cent. 

For the purposes of this paragraph (c), the terms occupied, urban and dwelling 
shall have the same meaning as set out in subregulation (6)(c) above. 

(d) In the case of a loan that is fully secured by a mortgage bond on commercial real 
estate, at a risk weight of 100 per cent; 

(e) In the case of exposures, other than exposures secured by a mortgage bond on 
residential property as envisaged in paragraph (c), which exposures are overdue 
for more than 90 days- 

(i) the unsecured portion of the loan shall be risk weighted as follows: 

(A) 150 per cent when the specific credit impairment in respect of the 
outstanding amount of the loan is less than 20 per cent; 

(B) 100 per cent when the specific credit impairment in respect of the 
outstanding amount of the loan is equal to or more than 20 per cent; 

(C )  50 per cent when the specific credit impairment in respect of the 
outstanding amount of the loan is equal to or more than 50 per cent. 

(ii) the secured portion of the loan shall be risk weighted at 100 per cent 
provided that the bank obtained adequate eligible collateral and raised a 
credit impairment equal to or higher than 15 per cent of the outstanding 
amount. 

(f) In the case of a loan that is fully secured by a mortgage bond on an occupied 
urban residential dwelling or occupied individual sectional title dwelling, as 
envisaged in paragraph (c), when the exposure is overdue for more than 90 days- 

(i) at a risk weight of 100 per cent when the specific credit impairment in respect 
of the loan is less than 20 per cent of the outstanding amount; 

(ii) at a risk weight of 50 per cent when the specific credit impairment in 
respect of the loan is equal to or higher than 20 per cent of the outstanding 
amount. 
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Unless specifically otherwise .provided, all off-balance-sheet exposures in 
accordance with the provisions of subregulation (6)(g) above. 

In the case of any securitisation exposure, in accordance with the relevant 
requirements specified in subregulation (6)(h) above; 

In the case of all unsettled securities or derivative contracts subject to 
counterparty risk, in accordance with the relevant requirements specified in 
subregulations (15) to (19). 

Unless specifically otherwise provided in table 10 below, in the case of all other 
exposures, in accordance with the relevant provisions of subregulation (6)(j). 

Table 10 ..- - -- -. -- 
Deductions against capital and reserve funds 

. . . -. ... - - - - - -- C 
50 per cent against primarv share capital and primary unimpaired reserve 
lfunds and - .  50 Der cent against secondarv capital and secondarv unimpaired1 

Credit protection provided, which credit protection has a long-term rating of El+ or 
below or a short-term rating other than A-IIP-1, A-21P-2 or A-31P-3 i 
Any unrated position in a rated structure relating to credit protection provided in 
terms of a credit-derivative instrument 
In the case of a synthetic securitisation scheme, any retained position that is 
unrated or rated below investment grade 
The net amount, that is, the amount after any specific credit impairment or 
provision, and any deduction directly against primary share capital and reserve 
funds, have been taken into account, in respect of any credit enhancing interest- 
only strip relating to a securitisation transaction 

Aaainst primary share capital and primary unimpaired reserve funds 

amount after any specific credit impairment or 
consideration, of any increase in the reporting 
and reserve funds, which increase is directly 

transaction in terms of which the reporting bank 
margin income resulting in the recognition of a 

(9) Credit-risk mitigation: standardised approach 

When a bank that adopted the standardised approach for the measurement of its 
exposure to credit risk in its banking book obtains eligible collateral, guarantees or 
credit-derivative instruments, or enters into a netting agreement with a client that 
maintains both debit and credit balances with the reporting bank, a reduction in the 
credit risk exposure of the reporting bank shall be allowed to the extent that the bank 
achieves an effective and verifiable transfer of risk. 
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No transaction in respect of which the reporting bank obtained credit protection shall 
be assigned a risk weight higher than the risk weight that applies to a similar 
transaction in respect of which no credit protection was obtained. 

(a) On-balance-sheet netting 

When a bank entered into a netting agreement in respect of loans and deposits 
as envisaged in subregulation (?)(a) above, the bank- 

(i) may in the case of loans and deposits with no maturity or currency 
mismatches calculate its exposure to credit risk in accordance with the 
relevant provisions of the simple approach specified in this subregulation 
(9); 

(ii) shall in all other cases calculate its risk exposure in accordance with the 
relevant provisions of the comprehensive approach specified in this 
subregulation (9). 

provided that the bank shall at all times comply with the relevant conditions 
specified in subregulation (7)(a) above. 

(b) Collateral 

(i) When a bank's exposure or potential exposure to credit risk is secured by the 
pledge of eligible financial collateral, the bank may recognise the effect of 
such collateral- 

(A) in the case of exposures held in the banking book, in accordance with 
either the simple approach or comprehensive approach, but not both 
approaches; 

(B) in the case of OTC derivative transactions, in accordance with the 
comprehensive approach specified in this subregulation (9); 

(C) in the case of exposures held in the bank's trading book, in accordance 
with the comprehensive approach specified in this subregulation (9), 

provided that the bank shall comply with the relevant minimum requirements 
specified below. 

(i i) Minimum requirements: general 

A bank that adopted the standardised approach for the measurement of its 
exposure to credit risk shall in addition to the requirements specified in this 
subregulation (9), comply with all the relevant requirements and conditions 
relating to eligible collateral specified in subregulation (7)(b). 
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(iii) Eligible financial collateral: simple approach 

For risk mitigation purposes, the instruments specified below shall be 
regarded as eligible collateral in terms of the simple approach. 

(A) Cash, including certificates of deposit or comparable instruments 
issued by the reporting bank, on deposit with the bank that is 
exposed to credit risk. 

When cash on deposit, certificates of deposit or comparable 
instruments issued by the lending bank are held as collateral at a 
third-party bank in a non-custodial arrangement, the bank may assign 
the risk weight related to the third party bank to the exposure amount 
protected by the collateral provided that the cash/instruments are 
pledgedlassigned to the lending bank, the pledgelassignment is 
unconditional and irrevocable, and the bank has applied the relevant 
haircut specified below in respect of currency risk. 

(6) Credit-linked notes issued by the reporting bank in order to protect an 
exposure in the banking book. 

(C) Gold. 

(D) Debt securities rated by an eligible external credit assessment 
institution, which debt securities have been assigned the ratings 
specified below. 

(i) BB- or better when issued by sovereigns. 

(ii) BBB- or better when issued by other institutions, including 
banks and securities firms. 

(iii) A-31P-3 or better in respect of short-term debt instruments. 

(E) Debt securities not rated by an eligible external credit assessment 
institution, which debt securities- 

(i) were issued by a bank; and 

(ii) are listed on a licensed exchange; and 

(iii) are classified as senior debt, 

including all senior instruments issued by a bank that is rated at least 
BBB- or A-31P-3 and the reporting bank has no information that 
suggests a lower rating in respect of the said senior instrument. 
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Provided that when the Registrar is of the opinion that the 
instruments are no longer sufficiently liquid, the Registrar may 
determine that the aforesaid instruments no longer qualify as eligible 
collateral. 

(F) Equities, including convertible bonds, that are included in a main 
index. 

(G) Undertakings for collective investments in transferable securities 
("UCITS") and mutual funds, provided that- 

(i) a price for the units is publicly quoted on a daily basis; and 

(ii) the UCITSImutual fund may only invest in the instruments 
specified in this subparagraph (iii). 

(H) Securities rssued by the Central Government of the RSA provided 
that the reporting bank's exposure and the said securities are 
denominated in Rand. 

(I) Securities ~ssued by the Reserve Bank provided that the reporting 
bank's exposure and the said securities are denominated in Rand. 

(iv) Eligible financial collateral: comprehensive approach 

(A) In addition to the instruments specified in subparagraph (iii) above, 
which instruments qualify as eligible collateral in terms of the simple 
approach, the instruments specified below shall be regarded as 
eligible collateral in terms of the comprehensive approach for the 
recognition of risk mitigation in respect of the bank's banking book 
exposures. 

(i) Equities, including convertible bonds, which equities are not 
included in a main index but are listed on a licensed exchange. 

(ii) UCITSImutual funds which include the equities specified in sub- 
item (i) above. 

(€3) When a bank includes repurchase or resale agreements in the bank's 
trading book, any instrument obtained as collateral in respect of the 
bank's exposure to counterparty risk shall be regarded as eligible 
collateral provided that- 

(i) the said collateral instruments shall be included in and be 
managed as part of the bank's trading activities; 
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(ii) in the case of a hank that applies- 

(aa) the standardised haircuts specified in subparagraph (xi) 
below, the bank shall apply the haircuts relating to non- 
main index equities listed on a licensed exchange; 

(bb) its own haircuts to collateral, the bank shall comply with the 
relevant minimum requirements relating to own estimates 
specified in subparagraphs (xii) and (xiii) below; 

(cc) the VaR approach for the measurement of the bank's 
credit exposure to credit risk, the bank shall comply with 
the minimum requirements relating to VaR estimates 
specified in subparagraph (mi) below, 

in respect of all collateral instruments that do not otherwise than 
in accordance with this item (6) qualify as eligible collateral. 

Proportional cover 

In respect of both the simple approach and the comprehensive approach 
for the recognition of risk mitigation, when a bank obtained collateral of 
which the value is less than the amount of the bank's exposure to credit 
risk, the bank shall recognise the credit protection on a proportional basis, 
that is, the protected portion of the exposure shall be risk weighted in 
accordance with the relevant provisions of this paragraph (b) and the 
remainder of the credit exposure shall be regarded as unsecured. 

Risk weighting: Simple approach 

A bank that adopted the simple approach relating to credit risk mitigation 
shall risk weight its exposures in accordance with, and comply with, the 
relevant requirements specified in subregulation (7)(b). 

Risk weighting: Comprehensive approach 

A bank that obtained eligible financial collateral and that adopted the 
comprehensive approach for the measurement of the bank's protected 
exposure- 

(A) shall calculate an adjusted exposure in accordance with the relevant 
formulae set out in subparagraphs (viii) to (x) below; 
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(B) shall in the calculation of the bank's adjusted exposure- 

(i) make use of the haircut percentage specified in table 11 in 
subparagraph (xi) below in order to adjust both the amount of 
the exposure and the value of the collateral; or 

(ii ) with the prior written approval of the Registrar and subject to 
the bank complying with the minimum quantitative and 
qualitative requirements specified in subparagraphs (xii) and 
(xiii) below, and such further conditions as may be specified in 
writing by the Registrar, rely on the bank's own estimates of 
market price volatility and foreign exchange volatility provided 
that the bank- 

(aa) shall separately estimate the volatility of the collateral 
instrument or foreign exchange mismatch; 

(bb) shall not take into consideration any correlation between 
the unsecured exposure, the collateral or the exchange 
rates; 

(iii) in the case of transactions subject to further commitment, that 
is, repurchase or resale agreements- 

(aa) apply a haircut of zero per cent provided that the bank 
complies with the minimum conditions relating to a haircut 
of zero per cent specified in subparagraph (xiv) below; 

(bb) recognise the effects of bilateral master netting 
agreements provided that the bank complies with the 
minimum conditions relating to bilateral master netting 
agreements specified in subparagraph (xv) below; or 

(cc) apply the results of a VaR model approach to reflect the 
price volatility of the exposure and the collateral provided 
that the bank complies with the minimum conditions 
relating to the VaR model approach specified in 
subp:wagraph (xvi) below. 

Notwithstanding the choice made between the standardised 
approach and the foundation IRB approach for the measurement of 
the bank's exposure to credit risk, a bank may choose to use the 
standard haircut percentages specified in table 11 in subparagraph 
(xi) below or the bank's own estimates of haircuts. 
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However. once a bank decided to use its own estimated haircuts, the 
bank shall apply its own haircuts to the full range of instrument types 
for which the bank obtained approval to use own estimates, except in 
the case of immaterial portfolios when the bank may use the 
standard haircuts prescribed in table 11 in subparagraph (xi) below. 

(C) shall calculate its risk weighted exposure by multiplying the adjusted 
exposure with the risk weight of the relevant counterparty. 

(viii) Comprehensive approach: formula for the calculation of a bank's adjusted 
exposure in the case of a collateralised transaction 

A bank- 

(A) shall in the case of a collateralised transaction, other than a 
collateralised OTC derivative transaction subject to the current 
exposure method, calculate its adjusted exposure through the 
application of the formula specified below, which formula is designed 
to recognise the effect of the collateral and any volatility in the 
amount relating to the exposure or collateral. The formula is 
expressed as: 

E* = max (0, [E x ( I  + He) - C x (1 - Hc - Hfx)]) 

where: 

E* 

E 

He 

C 

Hc 

Hfx 

is the amount of the exposure after the effect of the collateral 
is taken into consideration, that is, the adjusted exposure 

is the current value of the exposure before the effect of the 
collateral is taken into consideration 

is the relevant haircut that relates to the exposure 

is the current value of the collateral obtained by the bank 

is the haircut that relates to the collateral 

is the haircut that relates to any currency mismatch between 
the collateral and the exposure 

The haircut that relates to currency risk shall be 8 per cent, 
based on a ten business day holding period and daily mark-to- 
market. 
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(B) shall in the case of a collateralised OTC derivative transaction subject 
to the current exposure method, calculate its adjusted exposure in 
accordance with the relevant formula and requirements specified in 
subregulation (1 7). 

(ix) Comprehensive approach: formula for the calculation of a bank's adjusted 
exposure when the effect of a master netting agreement is taken into 
consideration 

A bank that applies the standard haircuts specified in subparagraph (xi) 
below, or its own estimated haircuts, which bank wishes to recognise the 
effects of bilateral master netting agreements, shall calculate its adjusted 
exposure through the application of the formula specified below, provided 
that the bank shall comply with the minimum requirements relating to 
bilateral netting agreements specified in subparagraph (xv) below. The 
formula is expressed as: 

E* = max (0, [ ( I  (E) - 1 (C)) + I ( Es x Hs ) +I (Efx x H~x)]) 

where: 

E* is the adjusted exposure after the effect of risk mitigation is taken 
into consideration 

E is the relevant current value of the exposure 

C is the value of the relevant collateral 

Es is the absolute value of the net position in a given instrument 

Hs is the relevant haircut that relates to Es, that is, the net long or short 
position of each instrument included in the netting agreement shall 
be multiplied with the appropriate haircut 

Efx is the absolute value of the net position in a currency that differs 
from the settlement currency 

Hfx is the haircut in respect of the currency mismatch 

The haircut that relates to currency risk shall be 8 per cent, based 
on a ten business day holding period and daily mark-to-market. 

(x) Comprehensive approach: formula for the calculation of a bank's adjusted 
exposure based on a VaR model approach 

A bank that uses a VaR model approach to reflect the price volatility of the 
exposure and the collateral shall calculate its adjusted exposure through 
the application of the formula specified below. 
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E* = max (0, [(I E I C) + VaR output from the internal model]) 

where: 

E* is the adjusted exposure after the effect of risk mitigation is taken 
into consideration 

E is the relevant current value of the exposure 

C is the relevant value of  the collateral 

VaR is the previous business day's VaR amount 

(xi) Comprehensive approach: standard haircuts 

AAA to AA-/A-1 
> 5 years 

A+ to EBB-1 A-21 A-31 P-3 5 1 year 

securities qualifyng as 

Table 11: Standard haircut' 

eligible collateral in terms > 5 years I 6 
of the simple approach j 

BB+ to BB- 

Other 
-- 

Issue rating in respect ofTRLidual maturity 
debt securities 

Securities issued by the t year 1 
Central Government of the > 1 vear: 5 5 vears 1 3 

sovereigns2 
-- 

Other equities, including convertible bonds, 
recognised on a licensed exchange 

UClTSl Mutual funds security in which the fund may 
invent 

issuers 

RSA or the Reserve Bank > L e r s  
Main index equities, including convertible bonds, 

and gold 

6 

15 

holding period, expressed as a percentage. 
2. lncluding multilateral development banks or public-sector entltles that qualify for a risk 

weight of zero per cent. 
3. Also relates to instruments that are not recognised as eligible collateral in respect of 

exposures included in the banking book but qualify as eligible collateral for repurchase or 
resale agreements included in  the bank's trading book - refer to subparagraph (iv)(B) above. 

4. Including cash collateral instruments qualifying as eligible collateral in  terms of 
subparagraphs (iii)(A) and (iii)(B) above. 

L Cash in the same currency4 0 I 
1. Based on daily mark-to-market adjustments, daily remargining and a ten business day 
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When a bank obtained collateral that consists of a basket of instruments, 
the haircut in respect of the basket of instruments shall be calculated in 
accordance with the formula specified below, which formula is designed to 
weight the collateral in the basket. 

where: 

a, is the relevant weight of the asset, measured in terms of the 
relevant currency units, in the basket 

Hi is the haircut applicable to the relevant asset 

(xi;) Comprehensive approach: quantitative criteria relating to own estimates of 
haircuts 

As a minimum, a bank that wishes to calculate its own haircuts for 
purposes of calculating the bank's adjusted exposure- 

(A) shall use a 99Ih percentile, one-tailed confidence interval; 

(6) shall base its calculations on the requirements specified in table 12 
below in respect of the type of transaction, the minimum holding 
period and the frequency of remargining and marking to market: 

Table 12 

p n s a c t i o n  type 1 Minimum holding Condition 1 
- - -- period 

Repo.-style transaction 
Daily 

Five business days 
-- 

Other capital market transactions Ten business days 
-- - - -- . -- -- p- - - - - -- I 

Twenty business 
Secured lendmg 

- -- - 

When- 

(i) a bank's own estimates of haircuts are based on shorter or 
longer holding periods than the minimum holding periods 
specified in table 12 above, the bank shall use the relevant 
square root of time formula to scale the relevant haircuts up or 
down to the appropriate minimum holding period; 
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(ii) the frequency of remargining or revaluation is longer than the 
minimum period specified in table 12 above, the relevant 
percentage in respect of the said minimum haircut shall be 
scaled up depending on the actual number of business days 
between remargining or revaluation, using the square root of 
time formula specified below. 

where: 

H is the relevant haircut 

HM is the relevant haircut in respect of the minimum 
holding period 

TM is the relevant minimum holding period for the type of 
transaction 

NR is the actual number of business days between 
remargining for capital market transactions or 
revaluation in respect of secured transactions 

For example, when a bank calculates the volatility on a TN day 
holding period which is different from the specified minimum holding 
period TM, the bank shall calculate the relevant haircut HM using the 
square root of time formula specified below. 

where: 

HM = the adjusted haircut 

TN = holding period used by the bank for deriving HN 

HN = haircut based on the holding period TN 

Similarly, when the frequency of remargining or revaluation is longer 
than the minimurn period specified in table 12 above, the relevant 
percentage in respect of the minimum haircut shall be scaled up 
depending on the actual number of business days between 
remargining or revaluation, using the relevant square root of time 
formula. 
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For example, based on the relevant specified square root of time 
formula, a bank that uses the standard haircuts specified in table 11 
in subparagraph (xi) above shall use the relevant ten business day 
haircut percentages specified in the table as a basis in scaling the 
said haircut percentages up or down depending 
transaction and the frequency of remargining or 

on the type of 
revaluation, as 

specified below. 

where: 

H = adjusted haircut 

respect of the Hlo = the ten business day standard haircut in 
instrument, gpecified in table 11 in subparagraph (xi) above 

NR = the actual number of business days between remargining for 
capital market transactions or revaluation for secured 
transactions 

TM = the minimum holding period for the type of transaction 

shall take into account the lack of liquidity of lower quality assets, that 
is, the bank shall adjust the holding period upwards in cases where 
the holding period is regarded as inappropriate based on the liquidity 
of the collateral: 

shall identify any situations in which historical data may understate 
potential volatility, such as in the case of a pegged currency, in which 
case the bank shall subject the data to stress tests; 

shall apply a historical observation period for the calculation of 
haircuts of no less than one year. 

When a bank uses a weighting scheme or other method for the 
historical observation period, the effective observation period shall be 
at least one year, that is, the weighted average time lag of the 
individual observations shall not be less than 6 months. 

shall update its data sets at least once every three months; 

shall reassess the data whenever market prices are subject to 
material change. 
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(xi) Comprehensive approach: qualitative criteria relating to own estimates of 
haircuts 

As a minimum, a bank that wishes to calculate its own haircuts for 
purposes of calculating the bank's adjusted exposure- 

(A) shall use the estimated volatility data, including the holding period, in 
the day-to-day risk management process of the bank; 

(B) shall have in place a robust process in order to ensure compliance 
with the bank's documented set of internal policies, controls and , 
procedures relating to the operation of the risk measurement system; 

(C)  shall use its risk measurement system in conjunction with internal 
exposure limits; 

(D) shall on a regular basis conduct an independent review of its risk 
measurement system as part of the bank's own internal auditing 
process; 

(E) shall at regular intervals, but not less frequently than once a year, 
conduct a comprehensive review of the bank's overall risk 
management process, which review, as a minimum, shall address- 

(i) the integration of the bank's risk measures into its daily risk 
management process; 

(ii) the validation of any significant change in the bank's risk 
measurement process; 

(iii) the accuracy and completeness of any position data; 

(iv) the verification of the consistency, timeliness and reliability of 
data sources used in the application of the bank's internal 
models, including the independence of such data sources; 

(v) the accuracy and appropriateness of assumptions relating to 
volatility. 

(xiv) Comprehenske approach: Minimum conditions relating to a haircut of zero 
per cent in the case of repo-style transactions 

In the case of any repo-style transaction, a bank other than a bank that 
obtained the approval of the Registrar to apply its VaR model to reflect 
price volatility as envisaged in subparagraph (xvi) below may apply a 
haircut of zero per cent provided that- 
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both the exposure and the collateral shall consist of cash or a 
sovereign security or public-sector security qualifying for a zero per 
cent risk weight in terms of the standardised approach; 

both the exposure and the collateral shall be denominated in the 
same currency; 

the transaction shall be overnight or both the exposure and the 
collateral shall be marked to market on a daily basis and shall be 
subject to daily remargining; 

following the failure of the counterparty to remargin, the time that is 
required from the last mark-to-market adjustment, before the failure 
to remargin occurred, and the liquidation of the collateral, shall be no 
more than four business days; 

the transaction shall be settled across a settlement system proven for 
the said type of transaction; 

the documentation in respect of the agreement shall be standard 
market documentation for the said transactions; 

the transaction shall be governed by documentation that specifies 
that when the counterparty fails to satisfy an obligation to deliver cash 
or securities or to deliver margin, or otherwise defaults, the 
transaction shall be immediately terminable; 

upon any default event, regardless whether the counterparty is 
insolvent or bankrupt, the bank shall have the unfettered, legally 
enforceable right to immediately seize and liquidate the collateral for 
the bank's benefit; 

the agreement shall be concluded with- 

(i) asovereign; 

(ii) a central bank; 

(iii) a public-sector entity; 

(iv) a bank or securities firm provided that in the case of a 
securities firm the firm shall be subject to supervisory and 
regulatory arrangements comparable to banks in the Republic, 
including, in particular, risk-based capital requirements and 
regulation and supervision on a consolidated basis; 
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(v) other financial institutions, including an insurance company, 
eligible for a risk weight of 20 per cent in terms of the 
standardised approach; 

(vi) a regulated mutual fund specified in writing by the Registrar 
provided that the said mutual fund shall be subject to capital or 
leverage requirements: 

(vii) a regulated pension fund specified in writing by the Registrar; 

(viii) a clearing institution specified in writing by the Registrar; 

(ix) subject to such conditions as may be specified in writing by the 
Registrar, such other person or institution as may be 
determined by the Registrar. 

(xv) Comprehensive approach: Minimum conditions relating to bilateral master 
netting agreements 

A bank- 

(A) that concludes a repo-style agreement or transaction with a 
counterparty, which agreement or transaction is included in a bilateral 
master netting agreement, may recognise the effects of the bilateral 
master netting agreement provided that the said netting agreement- 

(i) shall be legally enforceable in each relevant jurisdiction upon 
the occurrence of an event of default, regardless whether the 
counterparty is insolvent or bankrupt. 

In cases of legal uncertainty, the reporting bank shall obtain a 
legal opinion to the effect that its right to apply netting of gross 
claims is legally well founded and would be enforceable in the 
liquidation, default or bankruptcy of the counterparty or the 
bank; 

(ii) shall provide the non-defaulting party upon an event of default, 
including in the event of insolvency or bankruptcy of the 
counterparty, the right to terminate and close-out, in a timely 
manner, all transactions included in the agreement; 

(iii) shall make provision for- 

(aa) the netting of gains and losses relating to all transactions 
included in the agreement, including the value of any 
collateral, which transactions were terminated and closed 
out, resulting in a single net amount which shall be owed 
by the one party to the other; 
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(bb) the prompt liquidation or set-off of collateral upon an 
event of default. 

(B) may net positions held in its banking book against positions held in its 
trading book provided that- 

(i) all the relevant transactions shall be marked to market on a 
daily basis; and 

(ii) the collateral instruments used in the relevant transactions shall 
constitute eligible financial collateral in the banking book. 

(xvi) Comprehensive approach: Minimum conditions relating to the use of VaR 
models 

As an alternative to the use of the standard haircuts specified in table 11 in 
subparagraph (XI) above, or the calculation of own estimated haircuts, a 
bank that obtained the prior written approval of the Registrar for the use of 
risk measurements derived from the bank's internal risk-management 
model in respect of the bank's trading activities may use a VaR-model 
approach to reflect the price volatility of the exposure and the collateral in 
respect of repurchase or resale agreements, taking into account the effects 
of correlation between security positions, provided that- 

(A) subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar, the bank may also apply the VaR 
approach to margin lending transactions and other transactions 
similar to repo-style transactions or securities financing transactions; 

(B) the VaR approach shall be applied- 

(i) only to transactions covered by bilateral master netting 
agreements, that is, the VaR approach shall not be applied in 
respect of any repurchase agreement, resale agreement or 
margin lending transaction unless the relevant transaction is 
covered by a bilateral master netting agreement, which bilateral 
master netting agreement shall comply with the relevant 
requirements specified in subparagraph (xv) above, and the 
relevant requirements specified in subregulations (1 7) to (1 9) 
below; 

(ii) on a counterparty-by-counterparty basis; 
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(C) the bank- 

0) 

(ii) 

(c) Guarantees 

shall at all times comply with the relevant model validation 
requirements and operational requirements specified in 
regulations 39(8) and in subregulation (19), and such further 
requirements as may be specified in writing by the Registrar; 

may in the case of repurchase and resale agreements apply a 
minimum holding period of five business days unless a five 
business day holding period is inappropriate based on the 
liquidity of the instrument. 

(i) Minimum requirements . 

As a minimum, a bank that adopted the standardised approach for risk 
mitigation relating to guarantees shall comply with- 

(A) the relevant minimum requirements specified in subregulation (7)(c) 
above; and 

(B) such further conditions as may be specified in writing by the Registrar. 

(ii) Eligible guarantees/guarantors 

For risk-mitigation purposes in terms of these Regulations, credit protection 
obtained from guarantors that are assigned a risk weight lower than the 
protected exposure shall be recognised as eligible guarantees, including 
guarantees obtained from- 

sovereigns; 

central banks; 

public-sector entities; 

banks; 

multilateral development banks; 

securities firms; 

other entities rated A- or better. 
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(iii) Risk weighting 

When a bank that adopted the standardised approach for risk mitigation 
obtains protection against loss in the form of an eligible guarantee in respect 
of the bank's exposure or potential exposure to credit risk, the risk weight 
applicable to the guaranteed transaction or guaranteed exposure may be 
reduced to the risk weight applicable to the relevant guarantor in accordance 
with the provisions of this paragraph (c). 

The lower risk weight of the guarantor shall apply to the outstanding amount 
of the exposure protected by the guarantee, provided that the bank shall 
comply with the said relevant minimum requirements. 

The unprotected portion of the exposure shall retain the risk weight relating 
to the relevant counterparty. 

(iv) Materiality thresholds 

For purposes of these Regulations, a materiality threshold below which no 
payment will be made in the event of a loss to the reporting bank or that 
reduces the amount of payment by the guarantor shall be regarded as 
equivalent to a retained first-loss position and shall be deducted in full from 
capital of the reporting bank in accordance with the relevant provisions of 
subregulation (6)(j) above. 

(v) Proportional cover 

When a bank obtains a guarantee for less than the amount of the bank's 
exposure to credit risk, the bank shall recognise the credit protection on a 
proportional basis, that is, the protected portion of the exposure shall be 
risk weighted in accordance with the relevant provisions of this paragraph 
(c) and the rernainder of the credit exposure shall be regarded as 
unsecured. 

(vi) Currency mismatches 

When a bank obtains credit protection that is denominated in a currency 
that differs from the currency in which the exposure is denominated, the 
amount of the exposure deemed to be protected shall be reduced by the 
application of the formula specified below, which formula is designed to 
recognise the effect of the currency mismatch. The formula is expressed 
as: 
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where: 

G is the relevant nominal amount of the credit protection obtained 

HFX is the haircut relating to the currency mismatch between the credit 
protection and the underlying obligation. 

The haircut shall be based on a ten business day holding period 
and daily mark to market. 

When a bank applies the standard haircuts, a haircut equal to 8 per 
cent shall apply. 

A bank shall use the relevant square root of time formula specified 
in paragraph (b)(xii) above to scale up a haircut percentage when 
the holding period or frequency of mark-to-market adjustment 
differs from the specified minimum requirements. 

(d) Credit-derivative instruments 

(i) Risk weighting: Protection buyer (seller of credit risk) 

(A) For the protected portion of a credit exposure, a bank that is a 
protection buyer shall substitute the risk weight relating to the eligible 
protection provider for the risk weight of the reference asset, 
reference entity or underlying asset. 

The lower risk weight relating to the eligible protection provider shall 
apply to the outstanding amount of the transaction or exposure 
protected by the credit-derivative instrument, provided that all the 
relevant conditions specified in this paragraph (d) are met. 

The unprotected portion of the exposure shall retain the risk weight 
relating to the relevant underlying exposure. 

(B) When a bank hedges the credit risk relating to an exposure included 
in the bank's banking book with a credit-derivative instrument 
included in the bank's trading book, the bank shall only recognise the 
credit protection to the extent that the bank transferred the relevant 
credit risk to an eligible third party protection provider. 































































STAATSKOERANT, 1 JANUARIE 2008 No. 30629 181 

(xi) shall, irrespective whether the bank is using external, internal, 
pooled data sources or a combination of the said three sources 
for the estimation of loss characteristics, be based on an 
underlying historical observation period of not less than five 
years provided that the bank may with the prior written approval 
of the Registrar place more reliance on recent data when the 
said data better reflects loss rates in respect of the bank's retail 
exposures; 

Based on the definition of default specified in regulation 65, a bank 
shall record all actual defaults in respect of all exposures subject to 
the IRB approach; 

When the status of a previously defaulted exposure subsequently 
changes, and as such no longer constitutes a defaulted exposure, 
the reporting bank shall rate the relevant obligor and estimate the 
relevant LGD ratio in a manner similar to a non-defaulted facility 
provided that when the relevant exposure subsequently triggers one 
of the criteria relating to default, which criteria are specified in 
regulation 65, the relevant bank shall record a second default in 
respect of the said exposure; 

As a minimum, a bank- 

(i) shall determine and specify a credit limit in respect of all 
' authorised overdraft facilities, which credit limit- 

(aa) shall in writing be brought to the attention of the 
relevant client of the bank; 

(bb) shall on a continuous basis be monitored by the 
relevant bank for compliance with the limit by the 
relevant client; 

(ii) shall assign a limit of zero to any unauthorised overdraft facility. 

Unless specifically otherwise provided, a bank that obtained the 
approval of the Registrar to apply the "top-down" approach for default 
risk and/or the IRB approach for dilution risk in respect of purchased 
corporate receivables or purchased retail receivables- 

(i) shall group the relevant receivables into sufficiently 
homogeneous pools in order to accurately and in a consistent 
manner estimate PD ratios, LGD ratios or expected loss ratios 
for default risk and dilution risk; 
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shall compl'jl' with the relevant minimum risk quantification 
standards for retail exposures specified in item (B) above; 

shall take into account all relevant information, including 
information in respect of the quality of the underlying 
receivables and data relating to similar pools; 

shall establish whether or not the data provided by the seller in 
respect cf the type, volume and on-going quality of the 
receivables are consistent with the bank's information; 

shall ensure that the bank maintains effective ownership and 
control over the cash remittances derived from the receivables, 
including in cases of seller or servicer distress or bankruptcy; 

shall ensure that all relevant payments are forwarded 
completely and within the contractually agreed terms when the 
obligor makes payments directly to a seller or servicer; 

shall be able to monitor the quality of the receivables and the 
financial condition of the seller or servicer; 

shall assess any correlation between the quality of the 
receivables and the financial condition of the seller or servicer; 

shall conduct periodic reviews in respect of sellers or servicers 
in order to- 

(aa) verify the accuracy of any reports received from the seller 
or servicer; 

(bb) detect any fraud or operational weaknesses; 

(cc) verify the quality of the seller's credit policies and 
servicer's collection policies and procedures; 

shall duly document the findings of the reviews envisaged in 
sub-item (ix) above; 

shall be able to assess the characteristics relating to the pool of 
receivable amounts, including- 

(aa) any relevant over-advances; 

(bb) the history relating to the seller's arrears, bad debts, and 
allowances for bad debt; 
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(cc) payment terms; 

(dd) potential contra accounts; 

shall receive timely and sufficiently detailed reports in respect of 
the ageing and dilution of receivable amounts in order to- 

(aa) ensure continuous compliance with the bank's eligibility 
criteria and policies relating to purchased receivables; 

(bb) monitor and confirm the seller's terms of sale; 

shall have in place clear and effective policies and procedures, 
and sufficiently robust information systems- 

(aa) to detect any concentration risk within and across pools of 
receivable amounts; 

(bb) to monitor compliance with all contractual terms of the 
facility, including covenants, advancing formulas, 
concentration limits and early amortisation triggers; 

(cc) to monitor compliance with the bank's internal policies in 
respect of advance rates; 

(dd) to limit inappropriate drawings; 

(ee) to effectively deal with financially weakened sellers or 
servicers andlor a deterioration in the quality of the pool 
of receivable amounts; 

(ff) to initiate legal actions or deal with problem receivables; 

(gg)  that specify all material elements of the bank's 
programme relating to purchased receivables, including- 

(i) advance rates; 

(ii) eligible collateral; 

(iii) required documentation; 

(iv) concentration limits; 

(v) the manner in which cash receipts should be 
handled: 
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(hh) that ensure that funds are advanced only when specified 
supporting collateral and documentation such as servicer 
attestations, invoices or shipping documents are received; 

(xiv) shall have in place an effective internal control process in order 
to assess the bank's continued compliance with all critical 
policies and procedures, which internal control process shall 
include- 

regular internal andlor external audits of all critical phases 
of the bank's programme relating to purchased 
receivables; 

verification of the separation of duties between- 

(i) the assessment of the seller or servicer and the 
assessment of the obligor; 

(ii) the assessment of the seller or servicer and the 
field audit of the seller or servicer; 

evaluations of the effectiveness of the back-office 
operations, with specific emphasis being placed on 
qualifications, experience, staffing levels and supporting 
systems. 

(vii) Unless specifically otherwise provided, a bank that obtained the prior 
written approval of the Registrar to adopt the internal model market-based 
approach for the measurement of the bank's risk exposure in respect of 
equity instruments held in the bank's banking book shall in addition to such 
conditions as may be determined by the Registrar continuously comply with 
the quantitative and qualitative requirements specified below. 

(A) Quantitative requirements 

In order to calculate a bank's risk exposure relating to equity 
positions held in the bank's banking book in terms of the internal 
model market-based approach, the bank- 

(i) may use any type of value-at-risk ("VaR") model, including 
models based on variance-covariance, historical simulation or 
Monte Carlo, provided that the model- 

(aa) shall duly capture all material risks contained in the 
bank's equity positions, including general market risk and 
specific risk exposure; 
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(ii) 

(iii) 

(iv) 

(bb) shall be sufficiently robust to adequately explain historical 
price variation; 

(cc) shall duly capture the magnitude of and changes in any 
concentration risk; 

(dd) shall be robust to adverse market conditions; 

(ee) shall be appropriate for the risk profile and complexity of 
the bank's equity positions, including positions in respect 
of non-linear instruments such as options; 

(ff) shall have good predictive power and shall not produce 
materially incorrect capital requirements; 

(gg) may with the prior written approval of the Registrar 
incorporate portfolio correlations into the bank's internal 
risk measures provided that the said correlations shall be 
based on empirical evidence and analysis; 

may use modelling techniques such as historical scenario 
analysis provided that the said modelling technique shall 
produce a capital requirement equivalent to a potential loss 
based on a 9gth percentile, one-tailed confidence interval of the 
difference between quarterly returns and the appropriate risk- 
free rate computed over a long-term sample period; 

may use single or multi-factor models provided that- 

(aa) the risk factors- 

(i) shall be sufficient to capture the risks inherent in the 
bank's equity portfolio; 

(ii) shall correspond to the appropriate equity market 
characteristics in which the bank holds significant 
positions; 

(bb) the bank shall demonstrate by way of empirical analyses, 
to the satisfaction of the Registrar, the appropriateness of 
the risk factors, including the risk factors' ability to cover 
both general risk and specific risk; 

shall calculate estimated losses. which estimated losses- 

(aa) shall be sufficiently robust to adverse market movements; 

(bb) shall be relevant to the long-term risk profile of the bank's 
specific equity holdings; 
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(cc) shall incorporate all relevant and material data, 
information and methods; 

(dd) shall be based on- 

(i) realistic long-run experience, including a period of a 
reasonably severe decline in equity prices; 

(ii) a number of risk exposures in the sample and a 
data period sufficient to provide the bank with 
confidence in respect of the accuracy and the 
robustness of its estimates; 

(v) shall use internal data and/or data from external sources, 
including pooled data, which data- 

shall reflect the longest sample period for which data are 
available; 

shall be meaningful in the sense that the data shall 
represent the risk profile of the bank's specific equity 
hold~ngs: 

shall be sufficient to provide conservative, statistically 
reliable and robust loss estimates; 

shall be closely matched to or comparable with the bank's 
equity exposures; 

shall be independently reviewed. 

(B) Qualitative requirements 

A bank that adopted the internal model market-based approach for 
the calculation of the bank's risk exposure in respect of equity 
instruments held in the bank's banking book shall comply with the 
relevant qualitative requirements specified in regulation 39(14)(a). 

(viii) Data maintenance 

As a minimum, a bank that adopted the IRB approach for the measurement 
of the bank's exposure to credit risk shall collect and store data in respect 
of all key borrower and facility characteristics, which data- 

(A) shall provide effective support to the bank's internal credit risk 
measurement and management process; 

(B) shall be sufficiently detailed to allow retrospective re-allocation of 
obligors and facilities to the bank's various risk grades; 
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(C) shall in the case of corporate, sovereign or bank exposures include- 

the rating histories in respect of obligors and eligible 
guarantors; 

the date on which a rating was assigned; 

the methodology, key data and the modellperson used to derive 
the rating; 

the identity of borrowers and facilities that defaulted, and the 
timing and circumstances of such defaults; 

the PD ratios and realised default rates associated with the 
bank's rating grades; 

rating migration in order to keep track of the predictive power of 
the rating system; 

(D) shall in the case of retail exposures include- 

(i) the data that was used to allocate particular exposures to 
particular pools, including the data relating to borrower and 
transaction risk characteristics; 

(ii) the data in respect of delinquent exposures; 

(iii) data related to the estimated PD ratios, LGD ratios and EAD 
amounts associated with each relevant pool of exposures; 

(E) shall in the case of defaulted retail exposures include data in respect 
of the pool to which the exposure was assigned during the year 
preceding the default and the realised outcomes in respect of the 
LGD ratio and the EAD amount. 

(ix) Stress testing 

As a minimum, a bank that adopted the IRB approach for the measurement 
of the bank's exposure to credit risk shall have in place a stress-testing 
process in respect of the bank's exposure to credit risk, which stress 
testing process- 

(A) shall include an identification of possible events or future changes in 
economic conditions that may have an unfavourable effect on the 
bank's risk exposures and an assessment of the bank's ability to 
withstand such events or changes, which events or changes may 
include- 
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(i) economic or industry downturns; 

(ii) market-risk events; 

(iii) liquidity constraints; 

(iv) mild recession scenarios; 

(B) shall in the case of protected exposure subject to the double default 
approach envisaged in subregulation (12)(g) include an assessment 
of the impact of- 

(i) a deterioration in the credit quality of protection providers, in 
particular the impact of protection providers falling outside the 
eligibility criteria specified in subregulation (12)(g) due to rating 
changes; 

(ii) the default of one but not both the obligor and the protection 
provider, 

and the consequent increase in risk exposure and the required 
amount of capital and reserve funds at the time of the said default; 

(C)  shall be meaningful, based on the environment in which the bank 
conducts business; 

(D) shall assess the effect of a recession on the bank's PD ratios, LGD 
ratios and EAD amounts; 

(E) shall make provision for an internal ratings migration in respect of at 
least some of the bank's exposure to credit risk; 

(F) shall appropriately evaluate evidence of rating migration in respect of 
external ratings. 

(x )  Validation of internal estimates 

As a minimum, a bank that adopted the IRB approach for the measurement 
of the bank's exposure to credit risk- 

(A) shall have in place a robust system to validate the accuracy and 
consistency of the bank's rating systems and processes, including all 
estimates of relevant risk components, which internal assessments 
shall be based on long data histories, covering a range of economic 
conditions and ideally one or more complete business cycles; 
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shall regularly compare realised default rates with estimated PD 
ratios in respect of each grade and shall demonstrate to the 
satisfaction of the Registrar that the realised default rates are within 
the expected range for a particular grade; 

shall duly document the data and the methods used to compare 
realised default rates with estimated PD ratios in respect of each 
grade, including the periods that were covered and any changes in 
the data and methods that were used, which analysis and 
documentation shall be updated at appropriate intervals, but not less 
frequently than once every year; 

shall make use ~f quantitative validation tools and comparisons with 
relevant externa# data sources in order to validate the bank's internal 
estimates of risk components; 

shall demonstrate to the satisfaction of the Registrar that the bank's 
quantitative testing methods and validation methods do not vary 
systematically with the economic cycle; 

shall have in place sufficiently robust internal standards to deal with 
situations where r~alisecl PD ratios deviate substantially from 
expected PD ratios provided that when the realised values continue 
to be higher than expected values the bank shall adjust its estimates 
of risk components upward in order to reflect the appropriate default 
and loss experiences. 

Disclosure 

A bank that obtained the approval of the Registrar to adopt the IRE 
approach for the measurement of the bank's exposure to credit risk shall 
disclose in its annual financial statements and other disclosures to the 
public sufficiently detailed qualitative and quantitative information in 
accordance with the relevant requirements specified in regulation 43(2). 

Securitisation schemes 

A bank that obtained the prior written approval of the Registrar to adopt the 
IRE approach for the measurement of the bank's exposure to credit risk 
shall apply the IRB approach for the measurement of the bank's exposure 
relating to a securitisation scheme provided that- 

(A) the bank shall in addition to such conditions as may be specified in 
writing by the Registrar comply with the relevant requirements 
specified in this subparagraph (xii) and the relevant requirements 
specified in paragraphs (e) to (p) below; 
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unless the Registrar determines otherwise, a bank that adopted the 
IRB approach in respect of some underlying exposures and the 
standardised approach in respect of the remainder of underlying 
credit exposures shall apply the approach that relates to the 
predominant part of underlying credit exposures in respect of the 
bank's exposure to a securitisation scheme; 

(C) when no specific IRB treatment is specified in respect of a particular 
underlying asset type, a bank that obtained the approval of the 
Registrar to adopt the IRB approach, which bank- 

(i) acts as an originator, shall apply the standardised approach 
specified in subregulation (6)(h) above to calculate the bank's 
capital requirement in respect of the relevant securitisation 
exposure; 

(ii) does not act as an originator in respect of the securitised 
assets or exposures but instead invests in an instrument issued 
in respect of the securitisation scheme, shall apply the ratings- 
based approach specified in paragraph (e) below to calculate 
the bank's capital requirement in respect of the relevant 
securitisation exposure. 

(D) when- 

(i) a securitisation exposure is rated or a rating can be inferred as 
envisaged in paragraphs (e) and (f) below, the bank shall apply 
the ratings-based approach specified in paragraph (e) below to 
the relevant securitisation exposure; 

(ii) an external or inferred rating is not available in respect of a 
securitisation exposure, the bank shall apply the internal 
assessment approach or standard formula approach 
respectively specified in paragraphs (g) and (i) below provided 
that the internal assessment approach shall be applied only to 
exposures that relate to an asset-backed commercial-paper 
programme, which exposures shall comply with the relevant 
requirements specified in paragraph (g) below; 
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(iii) the bank or another institution within the banking group of 
which such a bank is a member, acting as a servicing agent, a 
repackager, a sponsor in respect of a securitisation scheme 
other than an asset-backed commercial paper programme or a 
sponsor in respect of an asset-backed commercial paper 
programme provides a liquidity facility in respect of such a 
securitisation scheme, which liquidity facility complies with the 
relevant conditions specified in paragraph 7 of the exemption 
notice relating to securitisation schemes, the said bank or 
institution shall in the case of- 

(aa) a rated liquidity facility apply- 

( i)  the ratings-based approach specified in paragraph 
(e) below; 

(ii) a credit-conversion factor of 100 per cent to the 
relevant rated liquidity facility; 

(bb) an unrated facility in respect of which an inferred rating is 
not available apply- 

(i) the internal assessment approach specified in 
paragraph (g) below provided that the bank shall 
comply with the relevant requirements specified in 
paragraphs (g) and (h) below, or 

(ii) the standard formula approach specified in 
paragraph (i) below; 

(cc) an eligible liquidity facility that may only be drawn in the 
event of a general market disruption apply- 

(i) a 100 per cent credit-conversion factor in terms of 
the ratings-based approach when the facility is 
externally rated; 

(ii) a 20 per cent credit-conversion factor when the 
bank applies the standard formula approach, that is, 
the bank shall recognise 20 per cent of the capital 
requirement calculated in terms of the standard 
formula approach specified in paragraph (i) below; 
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(dd) a facility in respect of which neither the bottom-up 
approach nor the top-down approach can be applied to 
calculate the KIRB amount specified in paragraph (k) 
below, apply the highest risk weight assigned in terms of 
the standardised approach to any of the underlying 
individual exposures covered by the liquidity facility and- 

(i) a credit-conversion factor of 50 per cent in respect 
of a facility with an original maturity of one year or 
less; 

(ii) a credit-conversion factor of 100 per cent in respect 
of a facility with an original maturity of more than 
one year; 

(iii) a credit-conversion factor of 20 per cent in respect 
of a facility that may be drawn only in the event of a 
general market disruption; 

(ee) all liquidity facilities other than the liquidity facilities 
envisaged above, deduct from the bank's capital and 
reserve funds the notional amount of the said liquidity 
facility, 

Provided that a bank that acts as an originator shall in no case 
provide any liquidity facility in respect of the securitisation 
scheme in respect of which that bank acts as such an 
originator. 

(iv) the bank or another institution within the banking group of 
which such a bank is a member, acting as a servicing agent. 
provides an eligible servicer cash advance facility in respect of 
a securitisation scheme, that is, a facility that, amongst other 
things, complies with the relevant conditions specified in 
paragraphs 7 and 9 of the exemption notice relating to 
securitisation schemes, the said bank or institution may in the 
case of any undrawn servicer cash advance facility that is 
unconditionally cancellable by the said bank or institution 
without prior notice, apply a credit-conversion factor of nil per 
cent in respect of the said undrawn facility provided that- 

(aa) the said facility shall duly state that the servicing agent is 
under no obligation to advance funds to investors or the 
special-purpose institution in terms of the servicer cash 
advance facility; 
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(bb) any cash advance made by the servicing agent shall be at 
the servicing agent's sole discretion and solely to cover 
an unexpected temporary shortfall that arose from 
delayed payments; 

(cc) the servicing agent's rights for reimbursement in terms of 
the said cash advance facility shall be senior to any other 
claim on cash flows arising from underlying exposures or 
collateral held in respect of the securitisation scheme; 

(dd) a bank that acts as an originator shall in no case provide 
any servicer cash advance facility in respect of the 
securitisation scheme in respect of which that bank acts 
as such an originator. 

(v) none of the approaches specified in sub-items (i) or (ii) above 
can be applied to a securitisation exposure other than a liquidity 
facility, the bank shall deduct from its capital and reserve funds 
the relevant exposure amount. 

the bank shall treat any exposures that overlap in accordance with 
the relevant requirements specified in subregulation (6)(h) above; 

the bank shall treat any exposure relating to a securitisation scheme 
that contains an early amortisation mechanism in accordance with 
the relevant requirements specified in paragraph (p) below; 

the bank shall comply with the relevant requirements specified in 
subregulation (12) when the bank obtains any protection in respect of 
a securitisation exposure; 

the maximum amount of capital to be maintained by a bank that 
adopted the IRB approach for the measurement of the bank's 
exposures relating to a securitisation scheme shall be equal to the 
amount of capital that the bank would have been required to maintain 
in respect of the underlying credit exposures had the exposures not 
been securitised, which amount shall be calculated in accordance 
with the relevant requirements specified in subregulations (lo),  (1 1) 
and (1 2), read with the relevant provisions of subregulations (21 ) and 
(22), provided that the bank shall deduct from its capital and reserve 
funds the entire amount included in the bank's capital and reserve 
funds in respect of any gain-on-sale or credit-enhancing interest-only 
strips that arose from the securitisation transaction. 
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(c) Categorisation of exposures 

A bank that adopted the IRB approach for the measurement of the bank's 
exposure to credit risk shall categorise its banking book exposures into one and 
apply the IRB approach in respect of all material asset categories specified 
below. 

(i) Corporate exposure 

When a bank is engaged in specialised lending activities the bank shall 
subdivide any corporate exposure resulting from such specialised lending 
activities into one of the categories specified below. 

Project finance 

Normally project finance relates to the provision of funds to a special- 
purpose institution for the acquisition or construction of large and 
complex installations such as power plants, mines or chemical 
processing plants, the repayment of which funds is based solely or 
almost exclusively on the funds generated by the relevant project and 
the collateral value of the project's assets, that is, the borrower of the 
funds has no or little independent capacity to repay the obligations 
arising from the borrowed funds, and in respect of which specialised 
lending agreement the reporting bank has a substantial degree of 
control over the said asset and the income produced by that asset. 

Object finance 

Normally object finance relates to the provision of funds to a special- 
purpose institution for the acquisition of physical assets such as ships 
or aircrafts, the repayment of which funds is based solely or almost 
exclusively on the cash flows generated by the relevant asset and 
which assets are usually pledged as security to the lending bank, that 
is, the borrower of the funds has no or little independent capacity to 
repay the obligations arising from the borrowed funds, and in respect 
of which specialised lending agreement the reporting bank has a 
substantial degree of control over the said asset and the income 
produced by that asset. 
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(C) Commodity finance 

Normally commodity finance relates to the provision of funds in 
respect of structured short-term lending in order to finance, for 
example, inventories or receivables from exchange-traded 
commodities such as crude oil, metals or crops, the repayment of 
which funds is based solely or almost exclusively on the proceeds 
derived from the sale of the commodity, that is, the borrower of the 
funds has no or little independent capacity to repay the obligations 
arising from the borrowed funds and the exposure's rating reflects its 
self-liquidating nature. 

(D) Income-producing real estate 

Normally income-producing real estate relates to the provision of 
funds for real estate such as office buildings to let, multifamily 
residential buildings, industrial or warehouse space and hotels, the 
repayment of which funds is based solely or almost exclusively on the 
cash flows generated by the asset, such as lease or rental payments, 
or the sale of the asset, that is, there is a strong positive correlation 
between the prospects for the repayment of the exposure and the 
prospects for the recovery in the event of default, with both events 
being materially dependent upon the cash flows generated by the 
relevant property. 

(E) High-volatility commercial real estate 

For the purposes of these Regulations, a bank shall classify any 
funding provided in respect of commercial real estate that exhibits 
higher loss rate volatility, that is, higher asset correlation, than other 
types of specialised lending as a high-volatility commercial real estate 
exposure, including- 

(i) exposures in respect of commercial real estate in respect of 
which the sources of repayment are uncertain on the date of 
origination of the exposure, such as the future uncertain sale of 
the property; 

(ii) such exposures relating to commercial real estate as may be 
specified in writing by the Registrar. 

When the repayment of a debt obligation of a corporation, partnership or 
proprietorship is not solely or almost exclusively based on the cash flows 
envisaged in items (A) to (E) above and the bank is able to rate the credit 
quality of the obligor based on the obligor's broader ongoing operations 
and independent capacity to repay its debt obligations, the bank shall 
classify the said exposure as a corporate exposure instead of one of the 
subcategories envisaged in items (A) to (E) above. 
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(ii) Sovereign exposure 

A bank shall include in the category of sovereign exposure all exposures 
that qualify as sovereign exposure in terms of the provisions of the 
standardised approach envisaged in subregulation (5) read with 
subregulations (6) and (8), including- 

(A) the Central Government of a particular country; 

(B) the Central Bank of a particular country; 

( C )  the Central Government of the RSA; 

(D) the Central Bank of the RSA; 

(E) the multilateral development banks that qualify for a zero per cent 
risk weight; 

(F) the Bank for International Settlements; 

(G) the lnternational Monetary Fund; 

(H) the European Central Bank. 

(iii) Bank exposure 

A bank shall include in this category all relevant exposures to banks, 
including- 

(A) exposures to securities firms and public-sector bodies that are 
treated in a manner similar to exposures to banks in terms of the 
provisions of the standardised approach, in subregulation (5) read 
with the provisions of subregulations (6) and (8); 

(B) banks in the RSA; 

(C) multilateral development banks that do not qualify for a zero per cent 
risk weight in terms of the provisions of the standardised approach, in 
subregulation (5) read with the provisions of subregulations (6) and 
(8) above. 
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(iv) Retail exposure 

A bank- 

(A) shall not classify an exposure as a retail exposure unless the relevant 
exposure complies with the relevant requirements specified in sub- 
items (i) to (iii) below and in all cases with the requirements specified 
in sub-item (iv) below. 

(i) Exposure to an individual 

The exposure shall be to an individual and shall relate to 
revolving credit or a line of credit such as a credit card 
receivable, an overdraft facility, a personal term loan or lease, 
instalrnent finance, a loan or lease in respect of a vehicle, a 
student or educational loan, personal finance, or other 
exposures with similar characteristics, regardless of the extent 
of the exposure provided that the Registrar may specify specific 
thresholds in order to distinguish between retail and corporate 
exposures. 

(ii) Residential mortgage loans 

The exposure shall be to an individual and secured by 
mortgage in respect of residential property as envisaged in 
subregulation (6)(c) above, including first and subsequent liens, 
term loans and revolving home equity lines of credit, regardless 
of the extent of the exposure, provided that the Registrar may 
specify limits in respect of the maximum number of housing 
units per exposure or persons other than individuals to which 
the exposure relates. 

(iii) Loans extended to small businesses and managed as retail 
exposure 

The exposure- 

(aa) shall be in the form of a loan extended to a small 
business or a small business loan extended or 
guaranteed by an individual; 

(bb) shall be managed by the bank as a retail exposure, that 
is, the exposure, for example, shall be originated in a 
manner similar to other retail exposures; 

(cc) shall be managed on a portfolio basis and not individually 
in a manner comparable to corporate exposure, 
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provided that- 

(i) the aggregate amount of the exposure of the 
reporting banking group to the said small business 
borrower shall at no time exceed an amount of 
R7,5 million; 

(ii) the Registrar may from time to time specify a 
threshold amount lower than the aforesaid amount 
of R7,5 million. 

(iv) Large number of exposures 

The exposure shall be one of a large pool of exposures, which 
exposures shall be managed by the bank on a pooled basis, 
that is, exposures shall be managed as part of a portfolio 
segment or pool of exposures with similar risk characteristics, 
provided that the Registrar may specify a minimum number of 
exposures within a pool. 

(8 )  shall subdivide all the relevant exposures that meet the requirements 
specified in item (A) above into one of the three retail subcategories 
specified in this item (B), that is, each exposure that meets the 
requirements specified in item (A) above shall be assigned to one of 
the three pools of exposure specified below. 

Exposures secured by residential property 

A bank shall include in this pool of exposures only those 
exposures that comply with the requirements specified in item 
(A)(ii) above. 

Qualifying revolving retail exposures 

In order for a portfolio of exposures to be classified as 
qualifying revolving retail exposures, the exposures- 

(aa) shall be revolving in nature, that is, based on the decision 
of the relevant obligor to borrow or repay funds within a 
predetermined limit approved by the bank the outstanding 
balance of the relevant exposure is permitted to fluctuate; 

(bb) shall be unsecured; 

(cc) shall be revocable, that is, an uncommitted facility, both 
contractually and in practice; 
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(dd) shall be to individuals and the maximum exposure to a 
single individual counterparty or obligor in the subportfolio 
shall not exceed an amount of R1 million provided that 
the Registrar may specify a lower threshold amount; 

(ee) shall exhibit low volatility in loss rates. 

(iii) Other retail exposures 

A bank shall classify all exposures that qualify as retail 
exposures, other than exposures secured by residential 
property or qualifying revolving retail exposures, as other retail 
exposures. 

( C )  shall, when the bank assigns an exposure to a particular pool, 
consider- 

(i) the risk characteristics relating to the borrower, such as the 
borrower type or demographics such as age or occupation; 

(ii) the risk c~iaracteristics relating to the transaction, including 
product a.ld/or collateral types such as the loan to value 
measures, seasoning, guarantees and seniority; 

(iii) the delinquency of the exposure, that is, the bank shall 
distinguish between exposures that are delinquent and those 
exposures that are not delinquent. 

Equity exposure 

Based on- 

(A) the relevant requirements specified in regulation 31; 

(B) the economic substance and not the legal form of an instrument, 

a bank shall categorise its equity exposures or instruments held in the 
bank's banking book. 

Purchased receivables 

Based on the relevant criteria specified in this paragraph (c), a bank shall 
subdivide its purchased receivables between retail receivables and 
corporate receivables. 
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(vii) Cash and cash equivalent items 

This category of exposure shall include all cash and cash equivalent 
amounts. 

For the purposes of this subregulation (Il)(c), cash equivalent amounts 
shall include any amount relating to gold bullion. 

(viii) Securitisation exposures 

This category of exposure shall include any exposure relating to a 
securitisation scheme, including asset-backed securities, mortgage-backed 
securities, credit enhancement, liquidity facilities and relevant interest-rate 
swaps or currency swaps. 

(ix) Other exposures 

A bank shall classify all exposures other than the exposures envisaged in 
subparagraphs (i) to (viii) above as other exposures. 

(d) Risk-weighted exposure 

(i) Unless specifically otherwise provided in this paragraph (d), in order to 
calculate its risk-weighted credit exposure, a bank that adopted the 
foundation IRB approach for the measurement of the bank's exposure to 
credit risk in respect of positions held in the bank's banking book- 

(A) shall in the case of exposures other than retail exposures and 
purchased retail receivables calculate its own estimate of probability- 
of-default ("PD") in respect of each relevant borrower grade or credit 
exposure; 

(6) shall in the case of retail exposures and purchased retail receivables 
calculate its own estimate of PD in respect of each relevant pool of 
retail exposures; 

(C) shall in the case of exposures other than retail exposures and 
purchased retail receivables apply standardised estimates in respect 
of loss-given-default ("LGD"), exposure-at-default ("EAD") and 
maturity ("M"), which standardised estimates- 

(i) are specified below in respect of each relevant asset class; or 

(ii) shall be determined by the Registrar; 
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( i i )  

shall in the case of retail exposures and purchased retail receivables 
calculate its own estimates of LGD and EAD; 

shall apply the risk-weight functions and risk components in respect 
of the various exposure categories envisaged in paragraph (c) above 
in accordance with the relevant requirements specified in this 
paragraph (d); 

shall in the case of securitisation exposures apply the risk-weight 
functions and risk components in respect of the various types of 
securitisation exposure in accordance with the relevant requirements 
specified in paragraphs (e) to (p) below. 

Corporate, sovereign and bank exposures 

A bank that adopted the foundation IRB approach for the measurement of 
the bank's exposure to credit risk shall calculate its risk-weighted assets in 
respect of corporate, sovereign or bank exposures through the application 
of the formula and risk components specified below. 

(A) In the case of an exposure other than an exposure to a small or 
medium sized entity ("SME"), which exposure is not in default, as 
follows: 

RWA = K x 12,5 x EAD 

where: 

RWA is the risk weighted asset amount. 

K is the capital requirement, which capital requirement shall be 
calculated through the application of the formula specified 
below 

K = [LGD x N [(I - R)"-0.5 x G (PD) + (Rl(1 - R))"0.5 x 
G(0.999)] - PD x LGD] x (1 - 1.5 x b)" -1 x (1 + (M - 
2.5) x b) 

Provided that when the caiculation of K results in a negative 
capital requirement in respect of a particular exposure, the 
bank shall apply a capital requirement equal to zero in respect 
of the relevant exposure 
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PD 

LGD 

M 

200 

is the probability of default, and constitutes a ratio 

In the case of exposures to- 

(i) 

(ii) 

(iii) 

corporate institutions or banks, the PD ratio shall be 
equal to the higher of the one-year PD associated with 
the relevant internal grade to which the exposure is 
assigned, or 0.03 per cent; 

sovereigns, the PD ratio shall be the one-year PD ratio 
associated with the relevant internal grade to which the 
exposure is assigned; 

intragroup banks or other formally regulated intragroup 
financial entities with capital requirements similar or 
equivalent to these Regulations, which banks or entities 
are included in the consolidated amounts calculated in 
accordance with the relevant requirements specified in 
these Regulations in respect of consolidated 
supervision, the PD ratio shall be deemed to be equal to 
zero. 

is the loss-given-default ratio 

In the case of- 

(i) senior claims not secured by eligible collateral, a bank 
shall apply a ratio of 45 per cent; 

(ii) subordinated claims, that is, a facility that is expressly 
subordinated to another facility, a bank shall apply a 
ratio of 75 per cent. 

is the effective maturity of the relevant exposure, which 
maturity shall be regarded as being equal to 2.5 years unless 
the exposure relates to a repurchase or resale transaction in 
which case an effective maturity equal to six months shall 
apply provided that- 

(i) the Registrar may require; or 

(ii) on prior written application by the reporting bank and 
subject to such conditions as may be specified in writing, 
the Registrar may allow, 

a bank to calculate the effective maturity of a particular 
exposure in accordance with the relevant requirements 
specified in subregulation (1 3)(d)(ii)(B) below 
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R is the relevant correlation, which correlation shall be 
calculated through the application of the formula specified 
below 

R = 0.12 x (1 - EXP (-50 x PD)) I (1 - EXP (-50)) + 0.24 x 
[I - (1 - EXP(-50 x PD))I(1 - EXP(-50))] 

b is the relevant maturity adjustment, which maturity adjustment 
shall be calculated through the application of the formula 
specified below 

In denotes the natural logarithm 

EXP is the inverse of the natural logarithm, In 

N(x) denotes the cumulative distribution function for a standard 
normal random variable, that is, the probability that a normal 
random variable with a mean equal to zero and variance of 
one is less than or equal to x. 

G(z) denotes the inverse cumulative distribution function for a 
standard normal random variable, that is, the value of x such 
that N(x) = z. 

EAD is the exposure at default, which exposure shall be measured 
gross of any specific credit impairment raised or partial write- 
offs made by the reporting bank. 

A bank shall measure its exposure at default in accordance 
with the relevant requirements specified below. 

(i) In the case of any drawn amounts, the exposure at 
default shall be equal to the sum of the drawn amounts 
after the effect of set-off in accordance with the relevant 
requirements specified in regulation 13 has been 
recognised provided that the said exposure shall not be 
less than the sum of- 

(aa) the amount by which the bank's capital 
requirement would be reduced when the exposure 
amounts are written off in full; and 

(bb) any specific credit impairment raised or partial 
write-off made by the reporting bank in respect of 
the relevant exposure amounts. 
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(ii) In the case of off-balance-sheet items other than 
unsettled derivative contracts, the exposure at default 
shall be equal to the sum of committed but undrawn 
amounts multiplied by the relevant credit conversion 
factors specified in subregulation (6)(g) provided that- 

(aa) in the case of any irrevocable undrawn 
commitment, note-issuance facility or revolving 
underwriting facility, instead of the credit- 
conversion factors specified in subregulation 
(6)(g), the bank shall apply a credit-conversion 
factor of 75 per cent irrespective of the maturity of 
such commitments, note-issuance facilities or 
revolving underwriting facilities, unless the said 
exposures or a portion of the said exposures 
constitutes an uncommitted or revocable facility in 
which case the bank shall apply a credit- 
conversion factor equal to zero per cent in respect 
of the said uncommitted or revocable exposure 
provided that in the case of- 

(0 

(ii) 

(iii) 

a constraining condition in respect of an 
unused committed facility, such as a limit on 
the available amount, which limit may relate 
to the financial position of the relevant obligor 
at a point in time, the bank shall apply the 
relevant credit-conversion factor to the lower 
amount of the unused committed facility and 
the said constraining limit; 

a facility with a constraining condition as 
envisaged in item (i) above, the reporting 
bank shall have in place sufficiently robust 
line monitoring and management procedures 
that demonstrate to the satisfaction of the 
Registrar the ability of the bank to enforce the 
said constraining limit; 

any uncommitted or revocable facility the 
reporting bank shall demonstrate to the 
satisfaction of the Registrar that the bank 
actively monitors the financial condition of the 
relevant obligor and that the internal control 
systems of the bank are adequate to cancel a 
facility upon receiving evidence of a 
deterioration in the credit quality of the 
relevant obligor; 
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(bb) *en a commitment is obtained in respect of 
another off-balance-sheet exposure, the bank 
shall apply to the relevant exposure the lower of 
the relevant credit-conversion factors. 

(iii) In the case of unsettled derivative contracts, the 
exposure amount or exposure at default shall be equal 
to the sum of amounts calculated in accordance with the 
relevant requirements specified in subregulations (1 5) to 
(1 9) below. 

(B) In the case of an exposure that is in default- 

(i) the capital requirement (K) shall be equal to the higher of zero 
and the difference between the exposure's LGD and the bank's 
estimate of expected loss. 

The risk-weighted amount in respect of the defaulted exposure 
shall be calculated through the application of the formula 
specified below. 

RWA = K x 12.5 x EAD 

(ii) a bank shall assign to the relevant exposure a PD ratio equal to 
100 per cent. 

(C)  In the case of an exposure to an SME borrower, which SME borrower 
would otherwise be categorised as a corporate exposure, the bank 
shall make an adjustment to the formula specified in item (A) above, 
which adjustment shall be calculated through the application of the 
formula specified below, provided that the reported sales for the 
consolidated group of which the SME borrower is a member shall be 
less than R400 million provided that, subject to such conditions as 
may be specified in writing, the Registrar may specify in writing a 
different threshold amount or base, such as assets instead of sales. 

where: 

S shall be the total annual sales expressed in millions of Rand 
and the values of S falling in the range of R40 million 5 S 5 
R400 million 

For the purposes of the aforesaid adjustment, sales of less 
than R40 million shall be deemed to be equal to R 40 million 
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R is the relevant correlation, which correlation shall be 
calculated through the application of the formula specified 
below 

R = 0.12 x (1  - EXP(-50 x PD)) I (1 - EXP(40)) + 0.24 x [ I  - 
(1 - EXP(-50 x PD))/(l - EXP(-50))] - 0.04 x (1 - (S- 
40)1360) 

EXP is the inverse of the natural logarithm, In 

(iii) Specialised lending 

(A) Subject to the provisions of items (B) and (C) below, a bank that 
adopted the foundation IRB approach for the measurement of the 
bank's exposure to credit risk shall calculate its risk-weighted 
exposure, in respect of specialised lending in accordance with the 
relevant requirements relating to corporate exposure specified in 
subparagraph (ii) above, provided that the bank shall comply with the 
relevant requirements for the estimation of PD ratios in respect of 
corporate exposure. 

(B) In the case of high-volatility commercial real estate exposure, a bank 
that adopted the foundation IRB approach for the measurement of 
the bank's exposure to credit risk shall apply the asset correlation 
formula specified below instead of the asset correlation formula that 
would otherwise apply to corporate exposures. 

R = 0.12 x (1 - EXP (-50 x PD)) / (1 - EXP (-50)) + 0.30 x [ I  - (1 - 
EXP(-50 x PD))I(1 - EXP(dO))] 

(C) When a bank that adopted the foundation IRB approach for the 
measurement of the bank's exposure to credit risk is unable to 
comply with the prescribed requirements to estimate the probability of 
default in terms of the foundation IRB approach for corporate 
exposure or the Registrar directs a bank to map its internal risk 
grades to the risk grades specified below, the bank shall map its 
internal risk grades, which internal risk grades shall be based on the 
bank's own criteria, systems and processes, to the risk grades 
specified below, which specified risk grades shall be linked to the risk 
weights for unexpected loss, and are likely to correspond to the 
range of external credit assessments, specified below. 
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(i) In the case of project finance, as follows: 

Rating grade 
Strong - 

I 
Good 

Likely external assessment 

Satisfactory , Weak 

BBR or better I BB+ to BB 1 BB- to B+ 

Market conditions I ~ e w  competing suppliers orlfew competing suppliers o r l ~ h e  project has n o l ~ h e  project has worse thar 

/economic conditions. 

Risk driver 
I 70% 1 90% 115% 1 250% 

B to C- 

Stress analysis 

Default 

0% 

=inancia1 strength 1 

advantage in respect oflaverage location, Cost 0 

locatton, cost or/technology. 

technology.  ema and is weak an( 
Demand is adequate and declining. 

andstable. I 

Standard financial ratios Aggressive financial ratio! 

project risk. 
I cons~derrngconsidering the level of,considering the level o 
j project risk. 

substantial and durableibetter than average 
advantage in respect ofilocation, cost or technology 
location, cost orlbut the situation may not 
technology. Jlast. 

 eman and is strong and Demand is strong 
growing. stable. 

The project is able to meet 
its financial obligationsits 
under sustained, severelyunder 
stressed economic or 
sectoral conditions. 

Strong to acceptable 

/the level of project risk. 
offinancial ratios 

Robust project economic 
assumptions. 

Financial ratios such 

coverage ratio 
as debt 

(DSCR), loan life 
coverage ratio (LLCR), 
project life coverage 
ratio (PLCR) and debt- 
to-equity ratio 

Strong financial ratios 

project risk. 
service'considering the level 

Very robust economic 
assumptions. 

The project is able to meet 
financial obligationsstresses 

normal 
economic or sectoral 
conditions. 

The project is only likely to 
default under severe 

The project is vulnerable to 
that are 

stresseduncommon through 
economic cycle and may 
default in a normal 
downturn situation. 

The project is likely t( 
notdefault unless condition! 
animprovesoon. 
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Rating grade 

The duration of the The useful life of the project The useful life of the project The useful life of the project The useful life of the projeci 
credit compared to the significantly exceeds the exceeds the duration of the exceeds the duration of the may not exceed the 
duration of the project. duration of the loan. loan. loan. duration of the loan. 

Risk driver 

Amortisation schedule Amortising debt. 

I 
i 

Amortising debt. lAmortising 
irepayments with deb1 
/bullet payment. repayments with high bullel 

Lfiely external assessment 
1 
I 0% 

/B- or better 
--- 

BE+ to ~~-=to B+ 
, 

E to C- I 

Strong I Good I Satisfactory 

i- /repayment. 
'olitical and legal 

Weak i Default 

Political risk, includingl~ery low exposure and Low exposure andl~oderate exposure and f a i r l ~ i ~ h  exposlire and no or 
transfer risk, strong mitigation satisfactory mitigation mitigation instruments. weak i mitigation 
considering project instruments when required instruments when required instruments. 
type and mitigants 

5 

Force majeure riskjLow exposure 
such as war and civil 
unrest. 

70% 90% 

!Acceptable exposure Standard protection Significant risks that are no1 
fully mitigated. 

115% I 250% 

Government support Project of strategic Project considered Project may not be Project not key to the I and project's importance for the country important for the country. strategic but brings country. 
importance for the (preferably export- unquestionable benefits for 
country over the long oriented). the countrv. 
term Good level of support from No or weak support from Strong support from 

Government, Support from Government Government. Government. may not be explicit. 

change in law) 

Stability of legal and Favourable and stable Favourable and stable Regulatory changes can be Current or future regulator) 
regulatory 
environment (risk of 

regulatory environment 
over the long term. 

regulatory environment 
over the medium term. 

predicted with a fair level of 
certainty. 

issues may affect the 
project. 
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Strong I I 

I Good Satisfactory Weak / Default 
Risk driver 70% 90% I 115% I 250% I 

I ! Likely external assessment 
I -7 

0% 
1 BBB- o; better BB+ to BB I 88- to B+ I B to C- 

'olitical and legal 
'nvironment 

Acquisition of all Strong 
necessary supports 
and approvals for 

content laws 

I 
such relief from localj 

I Satisfactory 

I les~gn and technology risk Fully proven technology Fully proven technology/~roven technology technology and/ 
/and I des~gn land destgn /design. I 

There are unresolved key 
issues In respect of actual 
enforcement of contracts. 
collateral and securlty 

Enforceabihty ofl~ontracts, collateral andiContractr, collateral and/Contracts, collateral and 
contracts, collateral'secur!ty are enforceable lsecurity are enforceable security are cons~dered 
and secur~ty 1 1 (enforceable even ~f certam 

I 1 pon-key lssues may ex~st. 

;onstruction risk I 
I I I I I 

'ransaction 1 

Start-up issues are 
mitigated by a strong 
completion package 

Permitting and siting 

I 

Technology issues exst 
and/or complex design 

haracteristics I 
1 

All permits have been 
obtained 

I 

Type of construction 
contract 

Key permits still need to be 
obtained and are not 
considered routine. 
Significant conditions may 
be attached 

Some permits are st i l l (~ome permits are still 

Fixed-price date-certain 
turnkey construction 

outstanding but their 
receipt is considered very 
likely 

\engineering and 
!procurement contract 

outstanding but the process 
is well defined and are 
considered routine 

Fixed-price date-certain 
turnkey construct~on 
engineering and 

Fixed-price date-certain 
turnkey construction 

No or partial fixed-price 
turnkey contract andlor 

contract with one or several interfacing issues with 
procurement contract lcontractors rnult~ple contractors 
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I 665 or better 

:onstruction risk ! I 

Completion /substantial liquidate( 

Iperating risk I 
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guarantees 
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financial strength of 
contractor in 

damages supported b! 
financ~al substance andlo 
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guarantee from sponsor! 
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/standmg 
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Likely external assessment 
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operations and 
maintenance contracts 

Operator's expertise, 
track record and 
financial strength 
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operations an( 
maintenance contract 
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performance incentive: 
andlor operations an( 
maintenance reservc 

Very strong or committee 
technical assistance of tht 
sponsors 

ong-term operations and Limited operations anc 
iaintenance contract maintenance contract 01 
nd/or operations and operations an( 
iaintenance reserve mamtenance resew 
ccounts account 

,accounts 

itrong Acceptable 

Inadequate liquidated 
jamages or not supportec 
sy financial substance 01 

~ e a k  completior 
juarantees 

Neak 

No operations anc 
maintenance contract. 

Risk of high operationa 
cost overruns beyonc 
mitigants. 

Limited/weak or loca 
operator dependent or 
local authorities 

-- 
Default 

0% 
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itrength of sponsor I I 
I I 1 I 

I 

-- 

Risk driver 

Rating grade 

Sponsor's track Strong sponsor withl~ood sponsor ' with 
record, financial i excellent track record and satisfactory track record 

Sponsor support, as)strong. Good. i~cceptable. i~imited. I 

Default 

0% 

Strong 1 Good 1 Satisfactory Weak 

Adequate sponsor with 
adequate track record and 

evidenced by equity'l~roject is highly strategiciProject is strategic for the 
Ownership clause and,jfor the sponsor (corelsponsor (core business - 
incentive to mjecljbuSineSS - iong-term'long-term strategy) 
additional cash whenjstrategy) 
necessary 1 

acurity package 

Assignment of /~ul ly  comprehensive 
contracts 
accounts andl 

Weak sponsor with 170 Or 
questionable track record 

Project is considered![~t is not key tol 
irnporiant for the sponso~~~p~nsor'S long-term 
(core business) strategy or core business 

Pledge of assets, 
taking into account 
quality, value and 

250% 

andlor financial strength and country1 

Comprehensive 

Lender's control over 
cash flow (e.g. cash 
sweeps, independent 
escrow accounts) 

115% 70% 

high financial standing and good financial standing good financial standing 

Acceptable 

First perfected security 
interest in all project 
assets, contracts, permits 

90% 
Likely external assessment 

sector experience 

liquidity of assets and accounts necessary to 
\run the project 

Strong 

/weaknesses 

Perfected security interest 
in all project assets, 
contracts, permits and 

B to C- BBB- or better 

accounts necessary to run 
the project 

Satisfactory 

BB+ to BB BB- to B+ I 

Acceptable security interest 
in all project assets, 
contracts, permits and 

Little security or collateral 
for lenders. 

Weak negative pledge 
accounts necessary to run 
the project 

Fair 

clause 

Weak 



iecurity package I I I I 1 I 

I 

Rating grade I 

Strength of thei~ovenant package iscovenant package is/~ovenant package is fairt~ovenant package 
covenant package/strong for this type of satisfactory for this type oilfor th~s type of project (insuffcient for this type 

Default 

0% 1 
I 

Reserve funds (debt l~on~er  than averagejAverage coverage period. !Average coverage period. /shorter than average/ 

1 

Strong Good I Satisfactory 

(mandatory jproject project I 
'Project may issue limited 

prepayments. broject may issue nolProject may issue'addilional debt 

Weak 

project 

Project may issue unlimited 
payment deferrals ladditional debt extremely limited additional1 

I 
additional debt 

payment cascade and 
dividend restrictions jdebt i I 

service, operations 
and maintenance, 
renewal 

1 250% Risk driver 70% I 90% 

and funded in cash or letters of 
replacement. 
unforeseen events, 

lciedit from hghly rated 

etc) /bank 

coverage period. / ~ l l  reserve funds fully 

115% 

operating cash flows 

Ail reserve funds fully 
funded reserve funds fully 

Likely external assessment 

coverage period. 

Reserve funds funded from funded 

BBB- or better I BB+ to BB BB- to B+ B to C- 
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In the case ofileasing activity meets or/Leasing activity meets or(Most leasing activity is l~arket  rents do not meet/ 
complete but notlexceeds projections. 'exceeds projections. within projections. expectations. 
stabil~sed property 

iThe proiect should achieve 1 The proiect should achievAHowever, stabilisation will 1 Despite achieving target 
lstabilisaiion in the near 
future 

In the case of 
construction phase 

Rating grade v- 

Strong I Good Satisfactory 1 Weak Default 
Risk weights for income-producing real estate exposures 

1 

- - Risk driver I I 

i 

stabilis&on in the near 
future 

70% I 90% 

The property is entirely pre- 
leased through the tenor of 
the loan or pre-sold to an 
investment grade tenant or 
buyer or the bank has a 
bindina commitment for 

115% 250% 

In the case o f / ~ h e  property's leases are i~ost  of the property's 

not occur for some time. 

;take-out financing from an 
grade lender. 

I 
0% 

Risk weights for high-volatility commercial~eal estate exposures 
I 

i 
95% 120% 1 140% I I 250% I 

>ash-flow predrctab~ltty 1 
- 

Most of the property's 
leases are medium rather 
than long-term with tenants 
that range in 
creditworthiness. 

The property experiences a 
moderate level of tenant 
turnover upon lease 
expiration. 

The property's vacancy rate 
is moderate. 

Expenses are relatively 
predictable but vary in 
relation to revenue. 

complete andllong-term with creditworthy 
stabilised property. itenants and the maturity 

ldates are scattered. 
I 
lThe property has a track 
'record of tenant retention 
!upon lease expiration. 

Its vacancy rate is low. 

I Expenses (maintenance, 
insurance, security, and 

taxes) 
~ ~ ~ ~ ~ % . d e .  

I 

occupancy rate, cash flow 
coverage is tight due to 
disappointing revenue. 

The property is entirely pre- 
leased or pre-sold to a 
creditworthy tenant or 
buyer or the bank has a 
binding commitment for 
~ermanent financina from a 

The property's leases are 
of various terms with 
tenants that range in' 
creditworthiness. 

The property experiences a 
very high level of tenant 
turnover upon lease/ 
expiration. 

The propertyk vacancy rate 
is high. 

Signifcant expenses are 
incurred preparing space 
for new tenants. 

leases are long-term, with 
tenants that range in 
 creditw worth mess. 

The property experiences a 
normal level of tenant 
turnover upon lease 
expiration. 

The property's vacancy rate 
is low. 

arejExpenses are predictable. 

creditworthy lender.- j ~ h e  bank may be the! 

Leasing activity is within 
projections but the building 
may not be pre-leased and 
there may not exist a take- 
out financing. 

Jpermanent lender. 

I 

The property is 
deteriorating due to cost 
overruns. market 
deterloration. tenant 
cancellations or other 
factors. 

There may be a dispute 
with the party providing the 
permanent financing. 
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- 

RaJing grade - 
I 

-- - Strong Good Satisfactory Weak Default _ / Risk driver Risk weights for income-producing real estate exposures 
70% I 90% 1 115% 

I 250% -4 0% 

i Strength of sponsor1 
developer 

Risk weights for high-volatility commercial real estate exposures I 
95% 

/the property. ' /the property laverage to below averagel 

I 

Financral capacity and l~he  sponsorldeveloper 
willingness to supportlmade a substantial cash 
the property. !contribution to the 

construction or purchase of 

in terms of financial] 
'The sponsorldeveloper haslThe sponsor/developers/resources, 
isubstant~al resources andfinancial condition allows i t ,  1 

I 120% 

The sponsor1developer/The sponsorldeveloper's~~he sponsorldevelope~ 

/ Reputation and lrackl~x~erienced managemenrl/\ppropriate management/~oderate management andilneffective management1 
record with similarland hiqh sponsors' qualitv.land sponsors' quality. sponsors' quality, and substandard sponsors' 

made a material cash 
contribution to the 
construction or purchase of 

'limited direct andito support the property in' 

140% 

contribution may bejlacks Capacity 01 

immaterial or non-cash. willingness to support the 
The sponsorldeveloper is property. 

contingent liabilities. 

The sponsorldeveloper's 
properties are diversified 
geographically and in terms 
/of property type. 

I I 
. . 

I Iproperties in the past. 1 

250% 

the event of a cash flow 
shortfall. 

The sponsor/developer's/ 
properties are located in 
several geographic regions. 1 

. . 
properties. Strong reputation and 

lengthy and successful 
with 

. . 

The sponsor Or 

management has a 
successful record with 

Relationships with 
relevant real estate 
role players 

I isimilar properties. to difficulties in managing 

Management or ~~onsor 'qua l~ ty .  

-- - - -- . - .. .- 

Strong relationships with 
leading role players such 
as leasing agents. 

track record does not raise 
serious concerns. 

Management and sponsor 
difficulties have contributed 

Proven relationships with 
leading role players such 
as leasing agents. 

Adequate relationships with 
leasing agents and other 
parties providing important 
real estate services. 

Poor relationships with 
leasing agents andlor other 
parties providing important 
real estate services. 
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(iii) In the case of object finance, as follows: 

Rating grades 
Strong I Good I Satisfactory I Weak ) Default 

Risk driver 70% i 90% 115% 250% I 
I 

I Likely external assessment I 

BBB- o r  better I BB+ t o  BB 66- to B+ 1 6 to  C- , 
inancial strength i 1 I ! 1 

Market conditions  e em and is strong andiDernand is strong andl~emand is adequate and Demand 1s weak 
!growing. 

istable. istable, ideclining . I andl 
jstrong entry barriers, lowisome entry barriers, some Limited entry barriers, 
lsensitlvity to changes in!sensitivity to changes in significant sensitivity to 
ltechnology and economic/technology and economic changes in technology and 

Vulnerable to changes in 
technology and economic 
outlook. 

economic outlook. 
Highly uncertain 
environment. I 

Standard financial ratios for Aggressive financial ratios 
the asset type. iconsidering the type of 

asset. 

Financial ratios s u c h i ~ t r o n ~  financial ratioslstrong I acceptable 

Stress analysis 

Market liquidity Market is structured on a 
worldwide basis. 

Assets are highly liquid. 

financial ratios considering 
the type of asset. 

Robust project economic 
assumptions. 

as debt service/considering the type of 

Stable long-term revenues. 

Capable of w~thstand~ng 
severely stressed 
conditions through an 
economic cycle. 

coverage ratlo and 
loan-to-value ratio 

Market is worldwide or 
regional. 

Assets are relatively liquid. 

asset. 

Very robust economic 
assumptions. 

Satisfactory short-term 
revenues. 

Loan can withstand some 
financial adversity. Default 
is only likely under severe 
economic conditions. 

I 

Market is regional with 
limited prospects in the 
short term, implying lower 

Idownturn. 

Uncertain short-term 
revenues. 

Cash flows are vulnerable 
to stresses that are not 
uncommon through an 
economic cycle. The loan 
may default in a normal 

Local market andlor poor 
visibility. 

Revenues subject to strong 
uncertainties. 

Even in normal economic 
conditions the asset may 
default, unless conditions 
improve. 

liquidity, jLow or no liquidity.1 
particularly on niche 
markets. 
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lperating risk I 1 

Rating grades 
Strong 1 

I Good 1 Satisfactory Weak j Default 
Risk driver 70% 90% I 115% 1 250% 

I 

Permits 1 licensing ~AII permits have been 

Obtained. 
'Asset meets current and 
/foreseeable safety 
lregulations. 

I 

Scope and nature o f l ~ t r o n ~  long-term 
operations andloperations and 
maintenance contractslmaintenance contract, 

\preferably with contractual 
;performance incentives, 

! 
and/or operations and 
maintenance reserve 
accounts (if needed) 

I - -  Likely external assessment 0% 

Problems in obtaining all( 
required permits. 

1 
Part of the planned 
configuration andlor 
planned operations might 

All permits obtained or inMost permits obtained or in 
the process of being rocess of being obtained, i p 
obtained. mtstanding ones 

Long-term operations and 
maintenance contract, 
and/or operations and 
maintenance reserve 
accounts (if needed) 

Operator's financial/~xcellent track record and 

Asset meets current and 
foreseeable safety 

Satisfactory track record 
and re-marketing capability. strength, track record 

in managing the asset 
type and capability to 
re-market asset when' 
it comes off-lease 

considered routine. 

Asset meets current safety 
regulations. 

Limited operations and 
ma~ntenance contract or 
operations and 
maintenance reserve 
account (if needed) 

strong re-marketing 
capability. 

6 to C- 1 BBB- or better I BB+ to BE 

regulations. ,need to be revised. 
I 

No operat~ons and/ 
maintenance contract. 

Risk of high operational 
cost overruns beyond 
mitigants. 

Weak or short track record 
and uncertain re-marketing 
capability. 

I 
BB- to B+ 

No or unknown track record 
and inability to re-market 
the asset. 



I 
b s e t  characteristics I ! I 

i I ! 

Rating grades 
Default 

0% 

i Strong GOO; Satisfactory Weak 

1 Configuration, sire.Strong advantage in design)~bove average design and 

I 

1 

Average design and 
maintenance. 

Configuration is somewhat 
specific and therefore might 
cause a narrower market 

design and 
maintenance (i.e. age, 
size for a plane) 
compared to o t h e r l ~ ~ ~ h  
assets in the same 

The market for the object is 
very narrow. 

Resale value I~urrent  resale value is well 
/above debt value. 

itrength of sponsor 1 I I I I 

Risk driver 70% 

Below average design and 
maintenance. 

Asset is near the end of its 
economic life. 

Sensitivity of the asset 
value and liquidity to 
economic cycles 

for the object. Configuration is very/ 
specific. I 

and maintenance. 

Configuration is standard 
that the object meets 

a liquid market. 

Resale value is moderately 
above debt value. 

90% 

maintenance. 

Standard configuration, 
maybe with very limited 
exceptions - such that the 

market I 

I 

Resale value is slightly/~esale value is below debt 
above debt value. value. 

Asset value and liquidity 
are relatively insensitive to 
,economic cycles. 

Operator's financial 
strength, track record 
in managing the asset 
type and capability to 
re-market asset when 
it comes off-lease 

Likely external assessment 

object meets a liquid 
market. 

Sponsors' track record 
and financial strength 

115% 

BBB- or better BB+ to BB 

Asset value and liquidity 
are sensitive to economic 
cycles. 

Excellent track record and,Satisfactory track record 
strong 

I 
re-marketing and re-marketing capability. 

capability. 

250% 

BB- t o  B+ ! 6 to C- 

Sponsors with excellent 
track record and high 
financial standing. 

1 

Asset value and liquidity 
are quite sensitive to 
economic cycles. 

Weak or short track record 
and uncertain re-marketing 
capability. 

Asset value and liquidity 
are highly sensitive to 
economic cycles. 

No or unknown track record 
and inability to re-market 
the asset. 

Sponsors with good track 
record and good financial 
standing. 

Sponsors with adequate 
track record and good 
financial standing. 

Sponsors with no or 
questionable track record 
andlor financial 
weaknesses. 



Risk driver 

~a t i ngg rades  

The contract provides little 
security to the lender and 
leaves room to some risk of 

control in respect 0: 
structure'theasset. 

Asset control I /Legal documentationLegal documentation~~egal documentation 

Rights and means 
the lender's disposal 
to monitor the location 
and condition of the 
asset 

Likely external assessment 
BBB- or better ---+-- BB+ to BB BB- to B+ B to C- 

iecurity package 

provides the lender 
effective control (e.g. a first 
'perfected security interest. 

a leasing structureor 
including such security) lor 
the asset, or on the 
company owning it. 

Insurance against 
damages 

Default 

0% 

Strong 

atThe lender is able 
monitor the location and 
condition of the asset. at 
any time and place (regular 
reports, possibility to lead 
inspections). 

provides the lender 
effective control (e.g. a 
perfected securiiy interest, 

a leasing structureor 
onlincluding such secilrity) on 

the asset, or on the 
company owning it. 

Strong insurance coverage 
including collateral 
damages with top quality 
insurance companies. 

Good Satisfactory 

provides the lender 
effective control (e.g. a 
perfected security intere~t,~Iosing 

a leasing 
including such security) on 
the asse!, or on the 
company owning it. 

toThe lender is able 
monitor the location and 
condition of the asset, 
almost at any time and 
place. 

Weak 
70% 

Satisfactory insurance 
coverage (not including 
collateral damages) with 
good quality insurance 
companies. 

toThe lender is able 
monitor the location and 
condition of the asset, 
almost at any time and 
place. 

toThe abilityof thelender to 
monitor the location and 
condition of the asset is 
limited. 

Fair insurance coverage 
(not including collateral 
damages) with acceptable 
quality insurance 
companies. 

250% 90% 

Weak insurance coverage 
(not including collateral 
damages) or with weak 
quality insurance 
companies. 

115% 



(iv) In the case of commodity finance, as follows: 

 financial strength ~ 

Rating g e  

Degree of over-'strong / collateralisation of, 

Risk driver 

Weak 

Strong 
I I 

! Good I Satisfactory I Weak 1 Defau 
70% 1 90% I 115% 250% - I 

- 1 EBB- or better i .- 

1 Country risk 

trade 

and legal 

No country risk Lim~ted exposure to country Exposure to country r~sk (in Strong exposure to Wuntry 
risk ( ~ n  part~cular, offshore particular, offshore location r~sk (in particular, inland 

\ location of reserves in an'of reserves in an emerging reserves in an emerging 

i emerging country) I /country) j ~ u n t r ~ )  
i 
I 

I 
I 

I Mitigation of country'Very strong mitigation lstrong mitigation / ~ c c e ~ t a b l e  mitigation 10nly paniai mitigation 
1 risks /Strong Offshore mechan~sms Offshore mechanisms/No offshore mechanismsi 
I 
I 

lmechanlsms 
1 I I 

I 
/strategic commodity Strategic commodity Less strategic commodity Non-strategic cornmod~t~l 
11'' class buyer (Strong buyer IAcceplable buyer Weak buyer 1 

;Asset characteristics 1 1 1 1 

Commodity is susceptible 
to damage. 

Liquid~ty and 
1 susceptibility to 

damage 

Commodity is quoted and Commodity is quoted and/commodity is not quoted Commodity is not quoted. 
can be hedged through can be hedged through but is liquid. Liquidity is limited given the 
ifutures or OTC OTC instruments. There is uncerta~nty about size and depth of the 
instruments. Commodity is not'the possibility of hedging. market. 
~ommodity is not susceptible to damage. Commodity is not NO appropriate hedging 

I lsusceptible to damage. 1 susceptible to damage. instruments. 



Risk driver 
Default 

7 I 
Rating grade 

Strength of sponsor 

Financial strength of Very strong, relative to I 

Stron Good I 1 90% 115% 250% 
Likely external assessment 

Strong 

Sufficient experience with 
the type of transaction in 
question. 

Above average record of 

efficiency. -- 
operating success and cost 

Adequate standards for 
counterparty selection, 
hedging, and monitoring. 

Good 

perfected securityAt 
interest provides the lender 
legal control over the 
assets at any time if 
needed 

Satisfactory insurance 
coverage (not including 
collateral damages) with 
good quality insurance 
companies. 

trader 

Track record, 
including ability 
manage the logistic 
process 

Trading controls and 
hedging policies 

Quality of financial 
disclosure 

Security package 

Asset control 

Insurance against 
damages 

666- or better 

trading philosophy and 
risks 

Extensive experience with 
to,the type of transac!ion In 

question. 

Strong record of operating 

efficiency. 
success and wst  

Strong standards for 
counterparty selection, 
hedging, and monitoring. 

Excellent 

First perfected securityFirst 
interest provides the lender 
legal control over the 
assets at any time if 
needed 

Strong insurance coverage 
including collateral 
damages with top quality 
insurance companies, 

Satisfactory 

Adequate 

Limited experience with the Limited or uncertain track 
type of transaction in record in general. 
question. 

P.verage record 

efficiency. -- 

o ~ l e  costs and profits. 

operatmg success and cost 

-- 
Past deals havelTrader has experience~ 

Weak 

experienced no or 
problems. 

Satisfactory 

some point in 
process, there is a rupture 
in the control of the assets 
by the lender. 

The rupture is mitigated by 
knowledge of the trade 
process or a third party 
undertaking as the case 
may be. 

Fair insurance coverage 
(not including collateral 
damages) with acceptable 
quality insurance 
companies. 

B to C- BB+ to BB 

minor~significant losses on pas' 
deals. 

Financial disclosure 
contains some 
uncertainties or is 
insufficient. 

thecontract leaves room fo~  
some risk of losing contro 
over the assets. 

Recovery may be 
jeopardised. 

Weak insurance coverage 
(not including wllatera 
damages) or with weak 
quality insurance 
companies. 

66- to B+ 
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224 
(iv) Retail exposures 

A bank that adopted the foundation IRB approach for the measurement 
of the bank's exposure to credit risk shall calculate its risk-weighted 
assets in respect of retail exposures through the application of the 
relevant formulae and risk components specified below. 

(A) In the case of residential mortgage exposures, which residential 
mortgage exposures are not in default, as follows: 

where: 

RWA is the relevant risk-weighted asset amount 

K is the capital requirement, which capital requirement shall 
be calculated through the application of the formula 
specified below 

K = LGD x N[(1 - R)"-0.5 x G(PD) + (R / ( 1  - R))"0.5 x 

G(0.999)J - PD x LGD 

PD is the probability of default, and constitutes a ratio 

A bank shall apply a PD ratio equal to the higher of the 
one-year PD associated with the relevant internal grade to 
which the pool of exposures is assigned, or 0.03 per cent. 

LGD is the loss-given-default ratio estimated by the bank 
provided that- 

(i) the LGD estimate in respect of retail exposures 
secured by residential property shall in no case be 
less than 10 per cent unless the said exposure is 
protected by a guarantee obtained from a sovereign; 

(ii) the Registrar may amend the minimum LGD ratio of 
10 per cent subject to such conditions as may be 
specified in writing by the Registrar. 

R is the correlation, which correlation shall be a constant 
number equal to 0.15 

EAD is the exposure at default, which exposure shall be 
measured gross of any specific credit impairment raised or 
partial write-offs made by the reporting bank 
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A bank shall measure its exposure at default as follows: 

(i) In the case of any drawn amounts, the exposure at 
default shall be equal to the sum of the drawn 
amounts after the effect of set-off in accordance with 
the relevant requirements specified in regulation 13 
has been recognised provided that the said exposure 
shall not be less than the sum of- 

(aa) the amount by which the bank's capital 
requirement would be reduced when the 
exposure amounts are written off in full; and 

(bb) any specific credit impairment raised or partial 
write-off made by the reporting bank in respect 
of the exposure amounts. 

(ii) In the case of off-balance-sheet items other than 
foreign exchange or interest rate commitments, the 
exposure at default shall be equal to the sum of any 
committed but undrawn amounts multiplied by the 
credit conversion factors estimated by the reporting 
bank provided that- 

(aa) when the relevant retail exposures have 
uncertain future drawdown, such as credit 
cards, the bank shall take into account its 
history andlor expectation of additional 
drawings prior to default; 

(bb) when the bank's estimate of EAD does not 
incorporate credit conversion factors in respect 
of additional drawings on undrawn lines prior to 
default, the bank shall make appropriate 
adjustments to its estimates of LGD; 

(cc) when the bank has securitised the drawn 
balances of retail facilities, the bank shall by 
way of credit-conversion factors continue to 
include its exposure in respect of the undrawn 
balances, that is, the seller's interest, based on 
the proportions of the seller's and investor's 
interests of the securitised drawn balances. 

(iii) In the case of foreign exchange or interest rate 
commitments, in accordance with the relevant 
provisions of subregulation (6) relating to the said 
commitments. 
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(6) In the case of qualifying revolving retail exposures, which 
qualifying revolving retail exposures are not in default, as follows: 

RWA = K x 12.5 x EAD 

where: 

RWA is the relevant risk-weighted asset amount 

K is the capital requirement, which capital requirement shall 
be calculated through the application of the formula 
specified below 

K = LGD x N[(1 - R)"-0.5 x G(PD) + (R / ( 1  - R))"0.5 x 

G(0.999)] - PD x LGD 

PD is the probability of default, and constitutes a ratio 

A bank shall apply a PD ratio equal to the higher of the 
one-year PD ratio associated with the relevant internal 
grade to which the pool of exposures is assigned, or 0.03 
per cent. 

LGD is the loss-given-default ratio as estimated by the bank 

R is the correlation, which correlation shall be a constant 
number equal to 0.04 

EAD is the exposure at default, which exposure shall be 
measured in accordance with the relevant directives 
relating to the measurement of EAD specified in item (A) 
above. 

(C) In the case of other retail exposures, which other retail exposures 
are not in default, as follows: 

RWA = K x  12,5 x EAD 

where: 

RWA is the relevant risk-weighted asset amount 

K is the capital requirement, which capital requirement shall 
be calculated through the application of the formula 
specified below 

K = LGD x N[(1 - R)"-0.5 x G(PD) + (R / ( 1  - R))"0.5 x 
G(0.999)] - PD x LGD 
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PD is the probability of default, and constitutes a ratio 

A bank shall apply a PD ratio equal to the higher of the 
one-year PD ratio associated with the relevant internal 
grade to which the pool of exposures is assigned, or 0.03 
per cent. 

LGD is the loss-given-default ratio as estimated by the bank 

R is the correlation, which correlation shall be calculated 
through the application of the formula specified below 

R = 0.03 x (1 - EXP(-35 x PD)) I (1 - EXP(-35)) + 0.16 
x [ l  - (1 - EXP(-35 x PD))I(1 - EXP(-35))] 

EXP is the inverse of the natural logarithm, In 

EAD is the exposure at default, which exposure shall be 
measured in accordance with the relevant directives 
relating to the measurement of EAD specified in item (A) 
above. 

(D) In the case of retail exposures that are in default- 

(i) the capital requirement (K) shall be equal to the higher 
amount of zero and the difference between the exposure's 
LGD and the bank's estimate of expected loss. 

The risk-weighted amount in respect of the defaulted 
exposure shall be calculated through the application of the 
formula specified below. 

RWA = K x 12.5 x EAD 

(ii) the bank shall assign to the relevant exposure a PD ratio 
equal to 100 per cent. 

(v) Equity exposures 

A bank shall calculate its risk-weighted assets in respect of equity 
exposures held in its banking book in accordance with the relevant 
requirements specified in regulation 31. 
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(vi) Purchased receivables 

(A) A bank shall separately calculate its risk-weighted assets in 
respect of purchased retail receivables and purchased corporate 
receivables provided that the bank shall in the calculation of its 
risk-weighted exposure in respect of a particular purchased 
receivable or pool of purchased receivables distinguish between- 

(i) the risk of default 

When purchased receivables unambiguously belong to one 
asset class, the bank shall calculate the risk of default 
relating to the said receivables in accordance with the risk- 
weight function and risk components applicable to that 
particular exposure type provided that the bank shall comply 
with the relevant requirements in respect of the relevant 
risk-weight function. For example, when the receivables 
consist of- 

(aa) revolving retail exposures but the bank is unable to 
comply with the requirements relating to qualifying 
revolving retail exposures, the bank shall apply the 
risk-weight function relating to other retail exposures; 

(bb) hybrid pools containing a mixture of exposure types, 
that is, the bank is unable to separate the exposures 
by type, the bank shall apply the risk-weight function 
producing the highest capital requirement for the 
exposures included in the pool of purchased 
receivables. 

(ii) the risk of dilution 

In the case of purchased corporate receivables and 
purchased retail receivables, a bank shall calculate the risk 
weights relating to the risk of dilution, that is, the risk that a 
receivable amount may be reduced by way of cash or non- 
cash credit amounts being made against the receivable 
account, for example, as a result of the return of goods that 
were sold or disputes regarding the quality of a product, in 
accordance with the corporate risk-weight function specified 
in subparagraph (ii) above provided that- 

(aa) the bank shall estimate the one-year expected loss 
ratio for dilution risk, expressed as a percentage of the 
receivable amount, in respect of the pool as a whole 
or Ihe individual receivables included in the pool on a 
stand-alone basis, that is, without regard to any 
as: umption of recourse, support or guarantees from 
the seller or other parties; 
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(bb) the bank may use relevant external or internal data to 
estimate the said expected loss ratio; 

(cc) the bank shall set the PD estimate equal to the 
estimated expected loss ratio and the LGD ratio equal 
to 100 per cent; 

(dd) the bank shall apply such a maturity factor as may be 
specified in writing by the Registrar or, with the prior 
written approval of the Registrar and provided that the 
bank manages the risk of dilution in an appropriate 
manner, a one-year maturity factor; 

(ee) when the risk of dilution is immaterial for the 
purchasing bank, the bank may apply for the approval 
of the Registrar not to calculate risk weights in respect 
of the risk of dilution. 

(6)  Purchased retail receivables 

A bank shall calculate the risk estimates of PD and LGD, or 
expected loss, in respect of default risk relating to purchased 
retail receivables on a stand-alone basis, that is, without regard to 
any assumption of recourse or guarantees from the seller or other 
parties, provided that- 

0) 

( ii ) 

(iii) 

the bank shall comply with the relevant minimum 
requirements relating to retail exposures specified in 
paragraphs (b)(v)(D), (b)(vi)(B), (b)(viii)(D), (b)(viii)(E) and 
(c)(iv) above; 

the bank may use external and internal reference data to 
estimate the PD ratio and LGD ratio relating to the relevant 
exposure; 

when the bank complies with the relevant minimum 
requirements in respect of retail exposure as envisaged in 
sub-item (i) above, the bank may apply the "top-down" 
approach envisaged in paragraph (b)(vi)(F) above in order 
to calculate the said estimates of PD and LGD provided that 
the bank shall in addition to the said requirements in respect 
of retail exposure comply with the relevant requirements 
relating to the "top-down" approach, specified in paragraph 
(b)(vi)(F) above. 
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(C) Purchased corporate receivables 

(i) A bank shall calculate the risk-weighted assets relating to 
default risk of individual obligors in respect of purchased 
corporate receivables in accordance with the formula and 
risk components specified in subparagraph (ii) above, which 
formula and risk components relate to corporate exposure, 
provided that- 

(aa) when the bank is unable to decompose the expected 
loss ratio into its PD and LGD components, the bank- 

(i) shall determine the risk weight in respect of the 
purchased corporate receivable from the 
corporate risk-weight function using a LGD ratio 
of 45 per cent provided that the exposures 
exclusively consist of senior claims in respect of 
corporate borrowers; 

(ii) shall calculate the PD ratio by dividing the 
expected loss ratio by the LGD ratio of 45 per 
cent; 

(iii) shall calculate the EAD amount as the 
outstanding amount minus the capital 
requirement relating to the risk of dilution, before 
the bank takes into consideration the effect of 
any risk mitigation instrument, provided that in 
the case of a revolving facility the EAD amount 
shall be equal to the purchased receivable 
amount plus 75 per cent of any undrawn 
purchased commitments minus the capital 
requirement relating to the risk of dilution; 

(iv) shall in all cases other than the exposures 
already specified in this sub-item (aa), use a PD 
ratio equal to the expected loss ratio, a LGD 
ratio equal to 100 per cent and an EAD amount 
equal to the outstanding amount minus the 
capital requirement relating to the risk of dilution, 
before the bank takes into consideration the 
effect of any risk mitigation instrument; 
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(bb) when the bank is able to estimate the PD ratio in a 
reliable manner, the bank shall determine the risk 
weight in respect of the relevant exposure from the 
corporate risk weight function, based on the relevant 
requirements relating to LGD and M; 

(ii) Subject to the prior written approval of and such conditions 
as may be specified in writing by the Registrar, a bank may 
apply the "top-down" approach envisaged in paragraph 
(b)(vi)(F) above in order to calculate the risk weight relating 
to default risk in respect of a pool of purchased corporate 
receivables provided that- 

(aa) the bank's programme in respect of purchased 
corporate receivables shall comply with the relevant 
requirements specified in paragraph (b)(vi)(F) above; 

(bb) the receivables- 

(i) shall be purchased from unrelated, third party 
sellers, that is, the receivables shall not be 
originated, either directly or indirectly, by the 
reporting bank; 

(ii) shall be generated on an arm's-length basis 
between the seller and the relevant obligor; 

(cc) the bank- 

(i) shall have a claim in respect of all proceeds 
from the pool of receivables or a relevant pro- 
rata interest in the proceeds, which claim shall 
exclude any first-loss or second-loss positions, 
that is, the cash flows arising from the 
purchased corporate receivables shall be the 
reporting bank's primary protection against 
default risk; 

(ii) shall estimate the pool's one-year expected loss 
ratio for default risk, expressed as a percentage 
of the exposure amount, that is, the total EAD 
amount due to the bank by all obligors in the 
pool of purchased receivables; 
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(iii) shall estimate the expected loss ratio in respect 
of the purchased receivables on a stand-alone 
basis, that is, without regard to any assumption 
of recourse or guarantees from the seller or 
other parties; 

(iv) shall, based on the pool's estimated one-year 
expected loss ratio for default risk, calculate the 
risk weight for default risk in accordance with the 
risk-weight function for corporate exposures 
specified in subparagraph (ii) above; 

(v) shall utilise relevant external and internal data to 
estimate the required PD ratios and LGD ratios; 

(vi) shall follow the directives specified in sub-item 
(i)(aa) above when the bank is unable to 
decompose the expected loss ratio into its PD 
and LGD components; 

(dd) the Registrar shall grant approval to apply the "top- 
down" approach only in exceptional cases when the 
calculation of the bank's risk-weighted exposure in 
respect of purchased corporate receivables in 
accordance with the requirements specified in 
subparagraph (ii) relating to corporate exposure is 
likely to place an undue burden on the reporting bank; 

(D) Purchase price discounts in respect of purchased receivables 

A bank- 

(i) shall in accordance with the relevant requirements specified 
in subregulation (6)(j) above deduct from the bank's capital 
and reserve funds any purchase price discounts relating to 
purchased receivables, which purchase price discounts- 

(aa) provide first loss protection in respect of the risk of 
default or dilution; 

(bb) will be refunded to the seller, 
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(ii) shall ignore any purchase price discounts that were granted 
in respect of purchased corporate or retail receivables, other 
than purchase price discounts envisaged in sub-item (i), 
when the bank calculates its risk-weighted exposure or 
credit impairments relating to expected loss provided that 
the said discounts shall constitute non refundable amounts, 
that is, the said discounts shall not be paid or repaid to the 
relevant seller of the receivable amounts. 

(vii) Cash and cash equivalent amounts 

A bank shall risk weight all cash and cash equivalent amounts such as 
gold bullion at zero per cent. 

(viii) Securitisation exposures 

A bank shall calculate its risk-weighted assets in respect of a 
securitisation scheme in accordance with the relevant requirement 
specified in paragraphs (e) to (p) below. 

(ix) Other exposures 

Unless specifically otherwise stated, a bank shall risk weight all 
exposures other than the exposures specified above at a risk weight of 
100 per cent, which risk weight shall be deemed to represent the 
unexpected loss in respect of the relevant exposure. 

Securitisation exposure: rating-based approach 

Based on- 

(i) the external rating or inferred rating of a securitisation exposure; 

(ii) whether the external or inferred credit rating represents a long-term or 
short-term credit rating; 

(iii) the granularity of the underlying pool of assets or exposures; 

(iv) the seniority of a particular position, 

a bank shall calculate its risk-weighted assets in respect of a securitisation 
scheme by multiplying the relevant amount relating to a particular exposure- 

(A) in the case of an exposure with an external long-term credit 
rating, or when an inferred rating based on an external long-term 
credit rating is available, by the appropriate risk weights specified 
in table 14 below. 
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External 
rating1 

BBB+ 

BBB- 
BB+ 

BB- -- 

Table 14 -- , -- 

Risk weight for 
Risk weight - senior Base risk tranches backed ,,,, 1 weight5 1 non-granular pools4 

Deducted from capital and reserve funds 1 and unrated / - p~- - 

1. The notatlons ust!d in this table relate to the ratlngs used byGart icular credit assessment 
Instltutlon. The u! .e of the rating scale of a particular credlt assessment lnstitutlon does not 
mean that any $reference is given to a particular credit assessment Institutlon. The 
assessments1 ratmg scales of other external credit assessment Instltutions, recognlsed as 
eligible institutions in the RSA, may have been used Instead. 

2. Relates to senior positlons In a securitisation scheme that consists of an effective number of 
underlying exposures of no less than 6, which effective number of exposures shall be 
calculated In accordance with the relevant requirements specified in  paragraph (n) below, end 
where senior position means an effective f l n t  claim in respect of the entire amount of the 
assetslexposures in the underlying securltised pool. For example, in the case of- 
(a) a synthetic securitlsation scheme the "super-senior" tranche shall be treated as a senior 

posltion provided that the bank complles with the relevant conditions specified in 
paragraph (1) below to infer a rating from a lower tranche. 

(b) a traditional securitisation scheme, in which scheme all tranches above the first-loss 
posltion are rated, the highest rated posltion shall be treated as a senlor posltion 
provided that wheil several tranches share the same rating the most senior position in 
the waterfall of payment shall be treated as the senior posltion. 

3. Including eliglble senior exposures that comply wlth the relevant requirements specified in 
paragraphs (g) and (h) below relating to the internal assessment approach. 

4. Relates to a senior position in a securitlsatlon scheme in whlch the effective number of 
underlying exposures, calculated In accordance with the relevant requirements specified in 
paragraph (n) below. is less than 6. 

5. Relates to all positions other than a senior posltion, such as a posltlonffacillty that, In 
economic substance, constitutes a mezzanine position and not a senior posltlon in  respect of 
the underlying pool. 

(B) in the case of an exposure with an external short-term credit 
rating, or when an inferred rating based on an external short-term 
credit rating is available, by the appropriate risk weights specified 
in table 15 below. 
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235 

Table 15 

All other ralings or 
Deducted from capital and reserve funds 

i 

External rating' I Risk weight - 
I senior position2' 
I 

1. The notations used in this table relate to the ratings used by a pnrtlcular credlt assessment 
institution. The use of the rating scale of a particular credit assessment Institution does not 
mean that any preference Is given to a particular credit assessment Institutlon. The 
assessments/ rating scales of other external credlt assessment Institutions, recognlsed as 
eligible InstltuUons in the RSA, may have been used Instead. 

2. Relates to senior positions In a securitisation scheme that wnslsts of an effective number of 
underlying exposures of no less than 6. which effective number of exposures shall be 
calculated In accordance with the relevant requirements specified in paragraph (n) below, and 
where senior position means an effective first clalm in respect of the entire amount of the 
assetslexposures In the underlying securitised pool. For example. In the case of- 
(a) a synthetic securitisatlon scheme the "supersenlor" tranche shall be treated as a senlor 

positlon provided that the bank complies with the relevant condltlons specified In 
paragraph (f) below to Infer a rating from a lower tranche 

(b) a traditional securitisation scheme, In whlch scheme all tranches above the first-loss 
position are rated, the highest rated posltlon shall be treated as a senlor positlon provided 
that when several tranches share the same rating the most senlor poslUon In the waterfall 
of payment shall be treated as the senior position. 

3. Including eligible senlor exposures that comply wlth the relevant requirements specified in 
paragraphs (g) and (h) below relating to the Internal assessment approach. 

4. Relates to a senlor posltlon in a Kcurltlsation scheme In which the effective number of 
underlying exposures. calculated in accordance with the relevant requirements specified in 
paragraph (n) below, is less than 6. 

5. Relates to all posluons other than a senlor poslUon, such as a posltionlfacility that, in 
economic substance, constitutes a mezzanine position and not a senlor posillon In respecl of 
the underlying pool. 

Base risk 
weightS 

(f) Securitisation exposure: conditions relating to an inferred rating 

Risk weight for 
tranches backed 
by non-granular 

pools4 

A bank that applies the rating-based approach in respect of exposures that 
arise from a securitisation scheme shall assign an inferred rating to all 
unrated positions that rank more senior than an externally rated securitisation 
exposure, which externally rated securitisation exposure shall serve as the 
reference securitisation exposure, provided that- 

(i) the reference securitisation exposure shall in all respects be 
subordinated to the relevant unrated securitisation exposure; 

(ii) the bank shall take into account any relevant credit enhancement when 
the bank assesses the relative subordination of the unrated exposure in 
relation to the reference securitisation exposure. For example, when the 
reference securitisation exposure benefits from any third-party 
guarantee or other credit enhancement, which protection is not 
available to the unrated exposure, the bank shall not assign an inferred 
rating to the said unrated exposure; 

(iii) the maturity of the reference securitisation exposure shall be equal to or 
longer than the maturity of the relevant unrated exposure; 
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(iv) on a continuous basis, the bank shall update any inferred rating in order 
to reflect any changes in the external rating of the reference 
securitisation exposure; 

(v) the external rating of the reference securitisation exposure shall comply 
with the requirements specified in subregulation (6) above. 

(g) Securitisation exposure: internal assessment approach 

When a bank extends facilities such as liquidity facilities or credit- 
enhancement facilities to a special-purpose institution involved in an asset- 
backed commercial paper programme, the bank may apply its internal 
assessment of the credit quality of the said exposures in order to calculate 
the bank's required amount of capital and reserve funds provided that- 

(i) the bank's internal assessment process shall comply with the relevant 
requirements specified in this paragraph (g) and in paragraph (h) below; 

(ii) the bank shall map its internal assessment of exposures extended to 
the asset-backed commercial paper programme to equivalent external 
ratings issued by an eligible external credit assessment institution, 
which rating equivalents shall be used by the bank to determine the 
appropriate risk weights relating to the relevant exposure in terms of the 
ratings-based approach specified in paragraph (e) above; 

(iii) based on the credit rating equivalent assigned by the bank to an eligible 
exposure, the bank shall assign the notional amount of the 
securitisation exposure extended to the asset-backed commercial paper 
programme to the appropriate risk weight specified in the rating-based 
approach in paragraph (e) above; 

(iv) when, in the opinion of the Registrar, the bank's internal assessment 
process does not comply with the relevant requirements specified in this 
paragraph (g), or such further conditions as may be specified in writing 
by the Registrar, the bank shall in the calculation of its required amount 
of capital and reserve funds relating to all eligible exposures extended 
to an asset-backed commercial paper programme apply- 

(A) the standard formula approach specified in paragraph (i) below; or 

(B) the approach specified by the Registrar, which approach shall be 
based on the relevant requirements specified in paragraph 
(b)(xii)(D)(iii) above, 

for such time and on such conditions as may be specified in writing by 
the Registrar. 
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(h) Securitisation exposure: conditions relating to a bank's internal assessment 
process 

For the calculation of a bank's minimum required amount of capital and 
reserve funds relating to unrated exposures such as liquidity facilities or 
credit-enhancement facilities, which facilities are extended by the bank to an 
asset-backed commercial paper programme, the bank may use its internal 
assessments relating to the said exposures provided that- 

(i) the relevant asset-backed commercial paper programme- 

(A) shall be externally rated, which rated exposures relating to the 
asset-backed commercial paper programme shall be subject to 
the ratings-based approach specified in paragraph (e) above; 

(B) shall have in place- 

(i) appropriate credit and investment guidelines, that is, 
underwriting standards; 

(ii) a duly established collection process, which collection 
process, amongst other things- 

(aa) shall consider the operational capability and credit 
quality of the relevant servicer; 

(bb) shall prevent the co-mingling of funds; 

(iii) sufficiently robust procedures in order to consider all 
sources of potential risk, including credit and dilution risk, 
when estimating the aggregate amount of potential loss 
relating to the assets/exposures to be purchased by the 
special-purpose institution, that is, when the credit 
enhancement provided by the seller is based only on credit- 
related losses, a separate reserve shall be established to 
cover any material risk of dilution; 

(iv) structural features such as wind-down triggers for every 
pool of purchased assets/exposures in order to reduce the 
risk relating to a deterioration in the credit quality of the 
underlying pool of assets/exposures; 

(ii) the bank's internal assessment- 

(A) of the credit quality of the said securitisation exposure shall be 
based on criteria similar to the criteria used by an eligible external 
credit assessment institution for the particular exposure type and 
shall be equivalent to at least investment grade when initially 
assigned by the bank; 
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(B) shall correspond to the external credit ratings used by eligible 
external credit assessment institutions; 

(iii) in order to ensure that a credit-enhancement facility is sufficient, the 
bank shall review historical information in respect of the 
assets/exposures transferred to the special-purpose institution, which 
review shall be based on information for a sufficient number of years 
and shall include matters such as- 

(A) losses; 

(€3) delinquencies; 

(C) dilution; and 

(D) the turnover rate of receivables; 

(iv) the bank- 

(A) shall conduct- 

(i) a credit analysis of the risk profile of the seller of the 
relevant assets/exposures, which analysis shall include 
matters such as- 

(aa) past and expected future financial performance; 

(bb) current market position; 

(cc) expected future competitiveness; 

(dd) leverage; 

(ee) cash flow; 

(ff) interest coverage; 

(gg) debt rating; 

(ii) a review of the seller's- 

(aa) underwriting standards; 

(bb) servicing capabilities; 

(cc) collection processes; 
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(B) shall evaluate the characteristics of the underlying pool of 
assetslexposures, which evaluation shall include matters such as- 

(i) the weighted average credit score; 

(ii) any concentrations in respect of a particular obligor, industry 
or geographical region; 

(iii) the granularity of the underlying pool of assetslexposures; 

(C) shall apply the relevant internal assessment in the bank's internal 
risk management processes, including the bank's management 
information and economic capital systems; 

(D) shall, subject to the provisions of item (E) below, demonstrate to 
the satisfaction of the Registrar- 

(i) that the criteria, standards and methodology used in the 
bank's internal assessment process correspond with the 
relevant criteria, standards and methodology applied by the 
eligible external credit assessment institution that rated the 
relevant asset-backed commercial paper programme 
provided that when the methodology or stress factors 
applied by the said eligible external credit assessment 
institution change, which change adversely affects the 
external rating of the programme's commercial paper, the 
bank shall consider the potential impact of the revised rating 
methodology or stress factors in order to determine whether 
the bank's internal assessments assigned to eligible 
exposures extended to the asset-backed commercial paper 
programme exposures remain relevant; 

(ii) which internal assessment category corresponds to which 
external rating category used by the relevant eligible 
external credit assessment institution; 

(E) shall not apply the rating methodology used by an external credit 
assessment institution to derive an internal assessment unless 
the rating process and rating criteria applied by the relevant 
external credit assessment institution are publicly available 
provided that, subject to the prior written approval of and such 
conditions as may be specified in writing by the Registrar, the 
Registrar may allow a bank in exceptional cases when the rating 
process and rating criteria applied by the relevant external credit 
assessment institution are not publicly available, to derive an 
internal assessment in respect of a particular exposure extended 
by the bank to an asset-backed commercial paper programme; 
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(F) shall regularly- 

(i) review its internal assessment process; 

(ii) assess the validity of its internal assessments, 

which review or assessment may be conducted by the bank's 
internal or external auditors, an eligible external credit 
assessment institution or the bank's risk management function 
provided that when the review or assessment is conducted by the 
bank's internal auditors or risk management function, the said 
auditors/function shall be independent from the business line 
involved in the relevant asset-backed commercial paper 
programme and underlying customer relationships; 

(G) shall track the performance of its internal assessments over time 
in order to- 

(i) evaluate the performance of the bank's assigned internal 
assessments: and 

(ii) make timely adjustments to the said internal assessments; 

(v) the bank's internal assessment process- 

(A) shall provide a meaningful differentiation and distribution of risk; 

(B) shall include stress factors relating to credit enhancement, which 
stress factors shall be at least as conservative as the publicly 
available rating criteria applied by the major eligible external credit 
assessment institutions that rate the particular assetlexposure 
type being purchased into the particular asset-backed commercial 
paper programme; 

(vi) when the commercial paper issued in terms of an asset-backed 
commercial paper programme is rated by two or more eligible external 
credit assessment institutions, the stress factors of which institutions 
require different levels of credit enhancement to achieve the same 
external rating, the bank shall apply the stress factor that requires the 
most conservative or highest level of credit protection. For example, 
when one eligible external credit assessment institution requires 
enhancement of 2,5 to 3,5 times historical losses for an asset type to be 
assigned a single A rating and another eligible external credit 
assessment institution requires 2 to 3 times historical losses, the bank 
shall use the higher range of stress factors in order to determine the 
appropriate level of credit enhancement; 
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(vii) in respect of each, relevant asset-backed commercial paper 
programme, the programme administrator shall ensure that- 

(A) the said asset-backed commercial paper programme is subject to 
prudent underwriting standards; 

(B) an appropriate structure relating to each potential purchase 
transaction is in place, which structure- 

(i) shall be used to determine whether or not the particular 
assets1 exposures should be purchased by the special- 
purpose institution; 

(ii) shall deal comprehensively with- 

(aa) the type of asset that may be purchased by the 
special-purpose institution; 

(bb) the type and monetary value of exposures arising from 
the provision of liquidity facilities and credit- 
enhancement facilities; 

(cc) the manner in which losses shall be absorbed; 

(dd) matters relating to the legal and economic isolation of 
the assetslexposures transferred to the special- 
purpose institution; 

(viii) the underwriting policy of the asset-backed commercial paper 
programme shall contain minimum eligibility criteria, which criteria- 

(A) shall prevent the purchase of assetslexposures that are 
significantly past due or defaulted; 

(B) shall limit- 

(i) excess concentration to an individual obligor; 

(ii) excess concentration to a geographic area; 

(iii) the tenor of the assets to be purchased. 

(i) Securitisation exposure: risk-weighted exposure calculated in terms of the 
standard formula approach 

A bank- 

(i) shall calculate its risk-weighted exposure in respect of any unrated 
securitisation exposure, which exposure is not subject to the internal 
assessment approach specified in paragraph (g) above, through the 
application of the formula and the risk components specified below. 
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RWE = K x l2,5 

where: 

RWE is the relevant risk-weighted exposure amount 

K is the capital requirement relating to the securitisation 
exposure, which capital requirement shall be based on the 
formulae and the risk components specified in paragraphs (j) 
to (0) below. 

(ii) may reduce its calculated risk-weighted exposure when the bank 
obtains eligible risk mitigation instruments against the said securitisation 
exposure provided that- 

(A) the bank shall comply with the relevant requirements specified in 
subregulation (1 2); 

(€3) the bank shall only proportionally reduce the bank's capital 
requirement when the eligible credit risk mitigation instrument 
covers only first losses or losses on a proportional basis; 

(C)  in the case of proportional cover, the bank shall assume that the 
eligible credit risk mitigation instrument firstly covers the most 
senior portion of the securitisation exposure, that is, the most 
junior portion of the securitisation exposure shall be regarded as 
unprotected or unsecured. 

For example, in the case of an originator- 

(i) that obtains proportional cover in the form of cash collateral 

Assume that- 

(aa) the originating bank purchased a securitisation 
exposure of R10 000; 

(bb) the purchased exposure is protected by a credit- 
enhancement facility in excess of KIRB; 

(cc) no external or inferred rating in respect of the 
exposure is available; 

(dd) the capital requirement in respect of the purchased 
securitisation exposure, calculated in terms of the 
standard formula specified in paragraph 0) below, is 
equal to R160, that is, the risk-weighted exposure 
amount is equal to R2 000 (R160 multiplied by l2,5); 
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(ee) the originating bank obtained collateral in the form of 
cash equal to R8 000, which cash collateral is 
denominated in Rand; 

(ff) the percentage relating to the minimum capital 
requirement is equal to 8 per cent. 

The capital requirement relating to the securitisation 
exposure is determined by multiplying the capital 
requirement calculated in terms of the standard formula, 
that is, R160, by the ratio of the adjusted exposure amount 
to the original exposure amount as illustrated below. 

Step 1 

E" = max (0, [E x (1 + He) - C x (1 - Hc - Hfx)]) 

where: 

E * is the relevant adjusted exposure amount after risk 
mitigation (R2 000) 

E is the relevant current exposure amount (Rl0 000) 

He is the relevant haircut in respect of the exposure 

C is the relevant current value of the collateral 
(R8 000) 

Hc is the relevant haircut in respect of the collateral (0) 

Hfx is the relevant haircut in respect of a mismatch 
between the collateral and the exposure (0) 

Step 2 

Capital requirement = (E* I E) x capital requirement 
determined in terms of the standard formula 

That is R2 000 I R10 000 x R160 = R32. 
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(ii) that obtains proportional cover in the form of a guarantee 

Assume that the information is the same as in the previous 
example except that the bank obtained a guarantee from a 
bank that qualifies for a risk weight of 10 per cent instead of 
cash collateral. 

The protected portion of the securitisation exposure, that is, 
R8 000 will be assigned the risk weight of the guarantor, 
that is, 10 per cent. 

The capital requirement in respect of the protected portion is 
equal to R8 000 x 10% x 8% = R64. 

The capital requirement in respect of the unprotected 
portion, that is, R2 000, is equal to the share of the 
unprotected portion to the exposure amount, that is, R2 000 
/ R10 000 = 20%. Therefore the capital requirement is equal 
to R160 x 20% = R32. 

The total capital requirement in respect of the protected and 
unprotected portions is equal to R64 (protected portion) + 
R32 (unprotected portion) = R96. 

(iii) that obtains protection in respect of the most senior portion 
of an exposure 

Assume I iat- 

(aa) a bank that acts as an originator securitises a pool of 
loans equal to Rl00 000; 

(bb) the KIRB ratio relating to the underlying pool is equal to 
5 per cent, that is, a capital requirement of R5 000; 

(cc) the first loss facility is equal to R2 000; 

(dd) the originating bank retained only the second most 
junior tranche, which tranche is unrated and equal to 
R4 500; 

(ee) the risk weight relating to the , retained tranche, 
calculated in terms of the standard formula, is equal to 
820 per cent; 
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The position may be summarised as follows: 

The bank's capital requirement without any protection is 
equal to the sum of the capital requirements for the portion 
of the tranche above K,RB and the portion of the tranche 
below K I R ~ ,  that is, R1500 x 820% x 8%= R984 plus the 
portion of the tranche below KIRB that constitutes an 
impairment equal to R3 000 x 1 250% x 8% = R3 000 
equals a total capital requirement for the unrated tranche of 
R3 984. 

When the originating bank obtains cash collateral 
denominated in Rand equal to R2 500, the collateral will be 
deemed firstly to cover the most senior portion of the 
tranche, that is, the portion above KIRB, which portion is fully 
protected and equal to R1 500. 

Step 1 

E* = max i0, [E x (1 + He) - C x (1 - Hc - Hfx)]) = max (0, [ I  
500 - 1 5001) = RO 

where: 

E* is the relevant exposure value after risk 
mitigation (RO) 

E is the relevant current value of the exposure 
(R1 500) 

C is the relevant current value of the collateral 
(R1 500) 

He is the relevant haircut in respect of the 
exposure 

Hc and Hfx is the relevant haircut in respect of the 
collateral 
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Step 2 

Capital requirement = (E* / E) x capital requirement 
determined in terms of the standard formula. 

That is 0 x R984 = RO 

The portion of the tranche below KIRB is equal to R3 000, 
which portion is protected by the remaining cash collateral 
equal to R1 000. 

The R1 000 cash collateral is allocated to the most senior 
portion of the R3 000 tranche. 

E* = max (0, [3 000 x (1 + 0) - 1 000 x (1 - 0 - O)]) = R2 000 

Step 2 

Capital requirement = (E* / E) x capital requirement 
determined in terms of the standard formula 

That is R2 0001R3 000 x R3 000 = R2 000 

The total capital requirement in respect of the unrated 
tranche is equal to RO + R2 000 = R2 000 

When the bank obtains an eligible unsecured guarantee of 
R2 500 instead of cash collateral the capital requirement is 
determined as specified below. 

The most senior portion of the tranche is equal to R1 500, 
which portion is protected by the guarantee, that is, the 
portion is fully protected and is assigned a risk weight 
equivalent to an unsecured exposure to the guarantor, 
which risk weight is assumed to be equal to 20 per cent. 

The capital requirement in respect of the most senior 
protected portion is R1 500 x 20% x 8% R24. 

The remaining portion of the tranche is equal to R3 000, the 
most senior part of which portion is protected by the 
remaining part of the guarantee, which remaining part is 
equal to R1 000. 
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Accordingly, the protected portion of the remaining portion is 
equal to R l  000 and the unprotected portion is equal to 
R2 000. 

The risk weight of the guarantor is assigned to the protected 
portion, the capital requirement of which portion is equal to 
R1 000 x 20% x 8%= R16. 

The capital requirement for the unprotected portion is equal 
to R2 000 x 1 250% x 8%= R2 000. 

The total capital requirement in respect of the unrated 
tranche is equal to R24 (protected portion above KIRB) plus 
R16 (protected portion below KIRB) plus R2 000 
(unprotected portion below KIRB) is equal to R2 040. 

(j) Securitisation exposure: calculation of IRB capital requirement relating to a 
specific tranche 

The capital requirement relating to a specific tranche shall be equal to the 
amount of exposures that have been securitised multiplied by the higher of- 

(i) 0,0056 x T; or 

(ii) (S[L + TI - S[L]) 

provided that when the bank holds only a proportional interest in a particular 
tranche, the bank's capital requirement in respect of the specific portion held 
shall be equal to the pro-rata share of the capital requirement calculated in 
respect of the entire tranche. 

where: 

s[-1 is a standard formula, which standard formula is defined as- 
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248 
where: 

a = g . c  

b  = ~ - ( I - c )  

d = 1 - ( I  - h ) . ( l  -Beta [ K , , , ; a ,  b ] )  

K [ L ]  - ( 1  - h ) . ( ( l  - Beta [ L ;  a , b ] )  L  + B e t a  [ L ; a  + l , b ] c ) .  

T 

N 

LGD 

h shall be equal to nil when the securitisation scheme relates 
to retail exposures 

v shall be equal to nil when the securitisation scheme relates 
to retail exposures 

Beta [L; a, b] is the cumulative beta distribution with parameters a and b 
evaluated at L 

t is a constant value equal to 1 000 
o is a constant value equal to 20 

KIRB is the capital requirement relating to the underlying 
exposure, which capital requirement shall be expressed as 
a ratio calculated in accordance with the relevant 
requirements specified in paragraph (k) below 
is the credit-enhancement level, which credit-enhancement 
level shall be expressed as a ratio calculated in 
accordance with the relevant requirements specified in 
paragraph (I) below 
is the thickness of the exposure, which thickness shall be 
expressed as a ratio calculated in accordance with the 
relevant requirements specified in paragraph (m) below 
is the effective number of exposures in the pool calculated 
in accordance with the formula specified in paragraph (n) 
below 
is the exposure-weighted average loss-given-default ratio 
calculated in accordance with the formula specified in 
paragraph (0) below 
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(k) Securitisation exposure: IRB capital requirement relating to an underlying 
exposure, denoted by KIRB 

The variable K ~ R ~  - 

(i) is a ratio, which ratio shall be calculated as- 

(A) the capital requirement relating to the relevant underlying 
exposures in the pool, that is, the amount of capital that the bank 
would have been required to maintain if the bank directly held or 
was directly exposed to the underlying assets/exposures included 
in the pool, which amount of required capital- 

(i) shall be calculated in accordance with the relevant IRB 
approach envisaged in subregulation (10); 

(ii) shall include the amount of expected loss relating to any of 
the said underlying exposures; 

(iii) shall include the effects of any eligible risk-mitigation 
instruments held against the underlying assets1 exposures 
included in the pool, 

divided by 

(6) the aggregate amount of exposures included in the pool, that is, 
the sum of all drawn amounts relating to the relevant securitised 
exposures plus the EAD amount associated with any undrawn 
commitments related to the securitised exposures. 

(ii) shall be expressed in decimal form, that is, a capital requirement equal 
to 15 per cent of the pool shall be expressed as 0,15 

provided that- 

(A) in the case of a structure that involves a special-purpose 
institution, all the assets of the special-purpose institution that are 
related to the securitisation scheme shall be included in the 
bank's calculation of exposures included in the pool, including 
assets in which the special-purpose institution invested for a 
reserve account, such as a cash collateral account; 

(6) when the risk weight relating to the relevant securitisation 
exposure is equal to 1 250 per cent, the bank shall deduct from its 
capital and reserve funds the relevant securitisation exposure in 
accordance with the relevant requirements specified in paragraph 
(q) read with the relevant provisions of subregulation (6)(j); 
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(C) when the bank raised a specific credit impairment or received a 
non-refundable purchase price discount in respect of an exposure 
included in the pool, the bank shall in the calculation of the 
amounts specified in paragraph (k)(i) above apply the gross 
amount relating to the exposure, that is, the amount before the 
relevant specific* credit impairment andlor non-refundable 
purchase price discount is taken into consideration, provided that 
the bank may in the case of an asset that defaulted reduce the 
amount that constitutes an impairment against the capital and 
reserve funds of the bank, which impairment relates to the said 
securitisation exposure, with the said credit impairment raised or 
non-refundable purchase price discount. 

Securitisation exposure: matters relating to the extent of credit enhancement, 
denoted by L 

The variable L - 

(i) is a ratio, which ratio shall be calculated as- 

(A) the aggregate amount relating to all securitisation exposures that 
are subordinated in favour of the relevant securitisation tranche in 
respect of which the capital requirement is calculated; 

divided by 

(B) the aggregate amount of exposures included in the pool; 

(ii) shall be expressed in decimal form; 

(iii) shall exclude- 

the effects of any tranche-specific credit enhancement such as 
third-party guarantees that benefit only a single tranche; 

any amount relating to gain-on-sale andlor credit enhancing 
interest-only strips that are associated with the securitisation 
scheme; 

any instrument in respect of which the bank is unable to 
determine the current fair value; 

any unfunded reserve accounts, that is, accounts that will be 
funded by future receipts from the underlying exposures; 
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(iv) may include- 

(A) the fair value, that is, the current value prior to the amount that 
relates to future exposure, of any interest-rate or currency swap 
contract, which contract is subordinated to the securitisation 
exposure in question; 

(B) the amount relating to any reserve account funded by 
accumulated cash flows from the underlying exposures provided 
that the said account shall be subordinated to the tranche in 
question. 

(m) Securitisation exposure: matters relating to thickness of exposure, denoted by 
T 

The variable T - 

(i) is a ratio, which ratio shall be calculated as- 

(A) the nominal amount relating to the particular tranche; 

divided by 

.(B) the notional amount of exposures included in the pool of 
exposures; 

(ii) shall include- 

(A) the potential future exposure arising from an interest-rate contract 
or currency swap contract; 

(B) any positive current value of an interest-rate contract or currency 
swap contract. 

(n) Securitisation exposure: matters relating to effective number of exposures, 
denoted by N 

The effective number of exposures shall be calculated in accordance with the 
formula specified below. 
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where: 

€ADi is the exposure-at-default amount associated with the fh instrument 
in the pool of exposures provided that- 

(i) the bank shall consolidate multiple exposures to the same 
obligor, that is, the aggregate amount shall be treated as a 
single instrument; 

(ii) in the case of re-securitisation, that is, the securitisation of 
securitised exposures, the formula shall apply to the number of 
securitisation exposures in the securitised pool and not the 
number of underlying exposures in the original pools; 

(iii) when- 

(A) the share of the portfolio associated with the largest 
exposure, C1, is available, the bank may compute N as 
IlC1; 

(B) the share of the portfolio associated with the largest 
exposure, C1, is no more than 0,03, that is, 3 per cent of 
the underlying pool, the bank may deem the LGD ratio to 
be equal to 0,50, that is, 50 per cent, instead of the 
exposure-weighted average LGD ratio calculated in 
accordance with the relevant requirements specified in 
paragraph (0) below, and calculate the effective number 
of exposures, that is, N, in accordance with the formula 
specified below. 

where: 

C, is the share of the pool that corresponds to the 
sum of the largest 'm' exposures. For example. a 
15 per cent share corresponds to a value of 0.15. 

rn is the threshold determined by the bank 

(C) C, is available and does not exceed 3 per cent of the 
underlying pool, the bank may deem N to be equal to I /  
C, and the LGD ratio to be equal to 50 per cent, instead 
of calculating the respective variables in accordance with 
the relevant requirements respectively specified in 
paragraphs (n) and (0). 
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(0) Securitisation exposure: matters relating to exposure-weighted average loss- 
given-default ratio, denoted by LGD 

The exposure-weighted average loss-given-default ratio ("LGD") shall be 
calculated in accordarice with the formula specified below. 

where: 

LGDi is the average LGD ratio associated with all exposures relating to the 
th obligor provided that- 

(i) in the case of re-securitisation, that is, the securitisation of a 
securitisation exposure, the LGD ratio relating to the underlying 
securitised exposures shall be deemed to be equal to 100 per 
cent; 

(ii) when the risk of default and the risk of dilution relating to 
purchased receivables are treated in an aggregate manner, 
that is, a single reserve or over-collateralisation was 
established to absorb losses relating to the risk of default and 
the risk of dilution within the securitisation scheme, the 
calculation of the relevant LGD ratio shall be based on the 
weighted average LGD ratio relating to default risk and a 100 
per cent LGD ratio relating to dilution risk, that is, the resultant 
weights shall be the stand alone IRB capital requirement 
relating to default risk and dilution risk. 

(p) Securitisation exposures subject to an early amortisation mechanism 

A bank that acts as an originator shall comply with the relevant requirements 
specified in subregulation (6)(h)(xi) above relating to the investors' interest 
provided that the bank's capital requirement relating to the investors' interest 
shall be equal to- 

(i) the investors' interest, multiplied by 

(ii) the appropriate credit-conversion factor, multiplied by 



STAATSKOERANT. 1 JANUARIE 2008 No. 30629 259 

(q) Deductions against capital and reserve funds 

A bank that adopted the foundation IRB approach for the measurement of the 
bank's exposure to credit risk shall in addition to the relevant amounts 
specified in subregulation (6)(j) above deduct from the bank's capital and 
reserve funds such amounts as may be specified in table 16 below. 

- - - -- .. - Table 16 
Deductions against capital and reserve funds C -  - -3 

50 per cent aaainst primary share capital and primarv unimpaired reserve 
funds and 50 per cent against secondary capital and secondary unimpaired 
reserve funds 
The amount by which a bank's aggregate expected loss amount, calculated in 
accordance with the relevant provisions of subregulation (21), exceeds the 
bank's eliaible ~rovisions 

Any amount relating to expected loss in respect of equity exposures subject to the 
approach specified in regulation 31 - -- 1 

(12) Credit-risk mitigation: foundation IRB approach 

(a) On-balance-sheet netting 

When a bank that adopted the foundation IRB approach for the measurement 
of the bank's exposure to credit risk in respect of positions held in the bank's 
banking book enters into a netting agreement in respect of loans and 
deposits as envisaged in subregulation (7)(a) above, the bank shall calculate 
its risk exposure in accordance with the provisions of the comprehensive 
approach specified in subregulation (9)(b) above provided that the bank- 

(i) shall at all times comply with the relevant conditions specified in 
subregulation (7)(a) above; 

(ii) shall recognise the effect of any currency mismatch in accordance with 
the relevant requirements specified in subregulation (9)(b) above; 

(iii) shall recognise the effect of a maturity mismatch in accordance with the 
relevant requirements specified in subregulation (9)(e) above. 

(b) Collateral 

(i) Unless specifically otherwise provided, a bank that adopted the 
foundation IRB approach for the measurement of the bank's exposure to 
credit risk in respect of positions held in the bank's banking book- 

(A) shall apply the comprehensive approach prescribed in 
subregulation (9)(b) above in order to calculate the bank's 
adjusted exposure; 
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(B) shall at all times comply with the relevant minimum requirements- 

(i) prescribed in subregulation (7)(b)(iii) above in respect of 
eligible financial collateral; 

(ii) prescribed in subparagraph (ii)(B) below in respect of the 
further categories of collateral qualifying as eligible collateral 
in terms of the foundation IRB approach. 

(ii) Eligible col/ateral 

(A) Instruments qualifying as eligible financial collateral in terms of 
the standardised approach shall qualify as eligible collateral in 
terms of the foundation IRB approach provided that a bank that 
adopted the foundation IRB approach- 

(i) shall at all times comply with the relevant minimum 
requirements specified in subregulation (7)(b)(iii) above; or 

(ii) shall be able to calculate and comply with the relevant 
minimum requirements relating to its own estimates of LGD 
and EAD specified in sub regulations (1 3)(b)(v)(C) and 
(1 3)(b)(v)(D) below. 

(6) In addition to eligible financial collateral recognised in terms of the 
standardised approach, in subregulation (7)(b), the collateral 
instruments specified below shall be recognised as eligible 
collateral in terms of the foundation IRB approach in respect of a 
bank's exposures to corporate institutions, sovereigns or banks, 
provided that the bank shall comply with the requirements 
specified below. 

(i) Financial receivables, excluding receivables arising from 
securitisation schemes, sub-participations or credit- 
derivative instruments. 

When a bank obtains as collateral in respect of its exposure 
to a corporate institution, sovereign or bank financial 
receivables other than receivables arising from 
securitisation schemes, sub-participations or credit- 
derivative instruments, such collateral shall be recognised 
as eligible collateral provided that- 

(aa) the said financial receivables- 

(i) shall consist of claims with an original maturity of 
less than or equal to one year, the repayment of 
which claim shall be dependent upon the 
commercial or financial flows related to the 
underlying assets of the obligor; 
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(ii) may include self-liquidating debt arising from the 
sale of goods or services linked to a commercial 
transaction or general amounts owed by buyers, 
suppliers, renters, national and local government 
authorities, or other non-affiliated persons not 
related to the sale of goods or services linked to 
a commercial transaction; 

(bb) the legal mechanism in terms of which the collateral 
was obtained shall be robust and shall ensure that the 
bank has clear rights over the proceeds from the 
collateral. 

The bank shall take all steps necessary to fulfil 
requirements relating to the enforceability of the 
bank's security interest, such as the registration of a 
security interest with a registrar. 

(cc) the collateralised transaction shall be duly 
documented, which documentation- 

(i) shall be binding on all relevant parties; 

(ii) shall be legally enforceable in all relevant 
jurisdictions; 

(iii) shall be legally well founded; 

(iv) shall be reviewed on a regular basis in order to 
ensure the transaction's continued 
enforceability; 

(v) shall provide the bank with legal authority to sell 
or assign the receivables to other parties without 
the consent of the receivables' obligors; 

(vi) shall comprehensively deal with the collection of 
receivable amounts in distressed situations; 

(dd) the bank shall have in place clear and robust 
procedures, adequate- 

(i) to timely collect the proceeds of the relevant 
collateral; 

(ii) to observe any legal conditions required to 
identify any default event of the obligor; 

(iii) to identify any event of financial distress of the 
relevant obligor; 
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(iv) to monitor- 

(a) reports relating to ageing; 

(b) control over trade documents; 

(c) the frequency of audits relating to 
collateral; 

(d) the confirmation of accounts; 

(e) the control over the proceeds of accounts 
paid; 

(f) the analyses in respect of dilution; 

(ee) the bank shall have in place sound and robust risk- 
management processes, which risk-management 
processes- 

(i) shall be adequate to determine the credit risk 
inherent in the receivables, including 
concentration risk. 

When the bank relies on the obligor to 
determine the credit risk relating to its 
customers, the bank shall review the credit 
policy of the obligor to determine the policy's 
soundness and credibility. 

(ii) shall include an analysis of the borrower's 
business and industry type; 

(iii) shall be adequate to identify any correlation 
between the obligor and the receivables pledged 
as security provided that no receivables relating 
to affiliates of a particular obligor, including 
subsidiaries and employees, shall be recognised 
as eligible collateral; 

(ff) the bank shall ensure that the margin between the 
amount of the exposure and the value of the 
receivables takes into account all relevant factors, 
including the cost of collection, correlations, 
concentration within the receivables pool pledged as 
security and potential concentration risk within the 
bank's total exposures. 
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(ii) Commercial real estate and residential real estate, 
excluding income producing real estate that meets the 
requirements relating to specialised lending specified in 
subregulation (I I )(c)(i)(D) above. 

When a bank obtains as collateral in respect of its exposure 
to a corporate institution, sovereign or bank commercial real 
estate or residential real estate, such collateral shall be 
recognised as eligible collateral provided that- 

(aa) the risk relating to the obligor shall not materially be 
dependent upon the performance of the underlying 
property or project but rather on the underlying 
capacity of the obligor to repay the debt due from 
other sources, that is, the repayment of the facility 
shall not materially be dependent on any cash flow 
generated by the underlying commercial real estate or 
residential real estate serving as collateral; 

(bb) the value of the said collateral shall not materially be 
dependent on the performance of the obligor; 

(cc) the bank's claim in respect of the said collateral- 

(i) shall be legally enforceable in all relevant 
jurisdictions; 

(ii) shall reflect a perfected lien, that is, all legal 
requirements shall be fulfilled in order to enforce 
the bank's claim; 

(iii) shall be realisable within a reasonable 
timeframe; 

(dd) the bank- 

(i) shall determine and apply the fair value of the 
collateral, that is, the value at which the property 
may be sold under private contract between a 
willing seller and a willing buyer on an arms- 
length basis, or less than the said fair value; 

(ii) shall monitor the value of the collateral on a 
regular basis but not less frequently than once 
every year; 
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may use statistical methods such as reference 
to house price indices or sampling in order to 
update the bank's estimates of fair value or 
identify collateral that may have declined in 
value; 

shall make use of the services of a qualified 
professional person to value a particular 
property when information indicates that the 
value of the said property may have materially 
declined relative to general market prices, or 
when a credit event such as a default has 
occurred; 

shall duly document- 

(a) the types of commercial real estate and 
residential real estate that the bank is 
willing to accept as collateral; 

(b) the bank's lending policies, including the 
advance rates, in respect of commercial 
real estate or residential real estate as 
collateral; 

shall ensure that the property is adequately 
insured against damage or deterioration; 

shall monitor on an ongoing basis- 

(a) the extent of any permissible preferred 
claims such as tax in respect of the 
property; 

(b) the risk of environmental liability arising in 
respect of the collateral such as the 
presence of toxic material on the property. 

(iii) Leases other than leases that expose the bank to residual 
risk 

When a bank obtains collateral in the form of a lease 
agreement in respect of instruments1 assets that qualify as 
eligible collateral in terms of the foundation IRB approach, 
such a lease agreement shall be recognised as eligible 
collateral provided that the bank shall in addition to the 
relevant minimum requirements relating to the relevant type 
of instrumentlasset ensure that- 
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(aa) the lessor has in place a robust risk-management 
process, which risk management process shall 
comprehensively address matters relating to- 

(i) the location of the asset; 

(ii) the use of the asset; 

(iii) the age and condition of the asset; 

(iv) the asset's planned obsolescence; 

(bb) the lessor has in place a robust legal framework, 
which legal framework shall ensure that- 

(i) the legal ownership of the lessor in respect of 
the asset is well established; 

(ii) the lessor is able to exercise its rights as owner 
in a timely manner; 

(cc) the difference between the rate of depreciation of a 
physical asset and the rate of amortisation of the 
lease payments is not material, causing the risk 
mitigation effect of the leased asset to be overstated; 

(iv) Leases that expose the bank to residual risk 

When a bank obtains collateral in the form of a lease 
agreement in respect of instruments1 assets that qualify as 
eligible collateral in terms of the foundation IRB approach, 
which lease agreement exposes the bank to residual risk, 
that is, the bank is exposed to a potential loss due to, for 
example, a decline in the fair value of the equipment below 
the residual estimate at the inception of the lease 
agreement, the bank shall risk weight the relevant exposure 
in accordance with the relevant requirements specified in 
subparagraph (iii)(C) below. 

(v) Physical collateral other than the types of collateral specified 
above, excluding any physical assets acquired by the 
reporting bank as a result of default by an obligor in respect 
of an underlying exposure, specified in writing by the 
Registrar provided that- 

(aa) a liquid market shall exist in respect of the said 
collateral in order to ensure that the collateral can be 
liquidated in an expeditious and economically efficient 
manner; 
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(bb) a well established market with publicly available 
market prices relating to the said collateral shall exist 
and the amount realised by the reporting bank in 
respect of the said collateral shall not substantially 
deviate from the said market prices; 

(cc) except for preferential rights in respect of tax 
obligations or wages of employees, the bank shall 
have a priority claim in respect of the proceeds of the 
said collateral; 

(dd) the relevant loan agreement shall include a detailed 
description of the said collateral and detailed 
specifications in respect of the manner and frequency 
of revaluation; 

(ee) the bank shall have in place robust policies, processes 
and procedures relating to physical collateral, which 
policies, processes and procedures- 

(i) shall in the case of inventories such as raw 
materials or work-in-progress, and equipment, 
ensure that the bank conducts regular physical 
inspections of the said collateral; 

(ii) shall be subject to regular and appropriate 
independent review; 

(ff) the bank- 

(i) shall duly document the types of physical 
collateral and loan-to-value ratios acceptable to 
the bank; 

(ii) shall comply with all the relevant minimum 
requirements relating to commercial real estate 
and residential real estate specified in sub-item 
(ii) above and such further conditions as may be 
specified in writing by the Registrar in respect of 
such a further category of physical assets 
qualifying as eligible collateral. 
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(iii) Risk weighting 

When a bank that adopted the foundation IRB approach for the 
measurement of the bank's exposure to credit risk obtains- 

(A) eligible financial collateral in respect of its exposures to corporate 
institutions, sovereigns or banks, the bank- 

0) 

(ii) 

(iii) 

shall calculate an adjusted exposure (E*) in accordance with 
the relevant formulae specified in subregulation (9)(b) above 
provided that the bank shall comply with the relevant 
requirements that apply to the said formulae; 

shall in the case of transactions other than repurchase and 
resale agreements subject to master netting agreements, 
calculate an effective loss-given-default ratio applicable to 
the collateralised transaction through the application of the 
formula specified below. 

LGD* = LGD x (E*IE) 

where: 

LGD* is the effective loss-given-default ratio 

LGD shall be equal to 45 per cent, that is, the LGD ratio 
that applies to a senior unsecured exposure 

E is the relevant current value of the exposure 

shall in the case of repurchase and resale agreements 
subject to master netting agreements calculate an adjusted 
exposure (E*) in accordance with the relevant directives 
specified in subregulation (9)(b)(ix), which adjusted 
exposure shall be deemed to represent EAD, that is, the 
bank shall not recognise the impact of collateral obtained in 
respect of the said transactions through an adjustment to 
LGD. 

Similar to a bank that adopted the comprehensive approach 
in respect of collateral obtained in terms of the standardised 
approach, a bank that complies with the relevant 
requirements specified in subregulation (9)(b)(xiv) relating to 
repurchase and resale agreements, may apply a haircut of 
zero Der cent in resDect of the said aareements. 
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(B) collateral in respect of the bank's corporate exposure, which 
collateral is recognised as eligible collateral in terms of the 
foundation IRB approach but not in terms of the standardised 
approach, the bank shall, subject to the provisions of item (C) 
below, in the case of a senior corporate exposure, divide the 
senior exposure into- 

(i) a fully collateralised portion 

The bank shall subsequently calculate the ratio of the 
current value of the collateral received to the current value 
of the exposure through the application of the formula 
specified below. 

Ratio = C/E 

where: 

C is the relevant current value of the collateral received 

E is the relevant current value of the exposure 

When the said calculated ratio is below the threshold levels 
denoted C*, specified in table 17 below, the LGD ratio shall 
be 45 per cent, that is, the LGD ratio shall be similar to the 
LGD ratio in respect of an unsecured corporate exposure. 

When the said calculated ratio exceeds a higher threshold 
denoted C*, that is, the bank has an over-collateralised 
position, the bank shall, based on relevant type of collateral, 
assign to the relevant exposure the LGD ratios specified in 
table 17 below. 

Table 17 
r I I 

Minimum 
LGD 

estate andlor 
residential real / 35% 1 30% 1 140% 

I I I - . . 

Required rninlmurn 
collateralisatlon 

level of the 
exposure ('') 

Receivables 

Required level of 
over- 

collateralisation 
for full LGD 

recognition (c*) 

estate 

35% 

40% 

0% 125% 

30% 140% 
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(ii) an uncollateralised portion 

The portion of the exposure not covered in terms of sub- 
item (i) above shall be regarded as unsecured and the bank 
shall assign to the said portion a LGD ratio equal to 45 per 
cent. 

(C )  eligible collateral in the form of a lease agreement, which lease 
agreement exposes the bank to residual risk, the bank shall risk 
weight- 

(i) the discounted lease payments based on the financial 
strength, that is, the PD ratio, of the lessee, and the LGD 
ratio specified by the Registrar; 

(ii) the residual value at 100 per cent. 

(c) Pools of collateral 

When a bank obtained both eligible financial collateral and other eligible 
collateral, that is, collateral that is regarded as eligible collateral in terms of 
the foundation IRB approach but not in terms of the standardised approach, 
in respect of the bank's exposure to corporate institutions, sovereigns or 
banks, the bank- 

(i) shall subdivide the adjusted value of the exposure, after the bank has 
applied the relevant haircut relating to eligible financial collateral, into 
the relevant portions covered by only one type of collateral, that is, the 
bank shall divide the exposure into a portion covered by- 

(A) eligible financial collateral; 

(6) receivables; 

(C)  collateral consisting of commercial real estate or residential real 
estate; 

(D) other collateral; 

and, when relevant, an unsecured portion. 

When the ratio of the sum of the values of commercial real estate or 
residential real estate, and other collateral, to the reduced exposure, 
after the effect of elgible financial collateral and collateral consisting of 
receivables has bee? recognised, is below the relevant threshold level 
specified in paragrajh (b)(iii)(B)(i) above, the bank shall assign to the 
relevant exposure an LGD ratio relating to an unsecured exposure, that 
is, 45 per cent. 



270 No. 30629 GOVERNMENT GAZETTE, 1 JANUARY 2008 

(ii) shall separately calculate the risk-weighted exposure in respect of each 
fully secured portion of exposure in order to calculate the exposure's 
effective LGD and aggregated risk-weighted amount. 

(d) Guarantees 

(i) Minimum requirements 

As a minimum, a bank that adopted the foundation IRB approach for the 
recognition of risk mitigation in respect of guarantees- 

(A) shall continuously comply with the relevant requirements specified 
in subregulation (7)(c)(iv) above; 

(6) shall, except in the case of retail exposures and purchased retail 
receivables, use the LGD ratios specified in writing by the 
Registrar in respect of the bank's various exposures; 

(C) shall not in the calculation of the bank's risk-weighted exposure 
reflect the effect of double default otherwise than in accordance 
with the relevant requirements specified in paragraph (g) below, 
that is, the adjusted risk weight relating to a particular exposure 
shall not be less than a comparable direct exposure to the 

. relevant guarantor unless the bank calculates the said adjusted 
risk weight in accordance with the relevant requirements specified 
in paragraph (g) below, 

provided that whenever a guarantee obtained in respect of an exposure 
results in a higher capital requirement for the reporting bank than 
before the recognition of such guarantee, the reporting bank may 
ignore the effect of the said guarantee. 

(ii) Eligible guarantors 

In addition to the eligible guarantors recognised in terms of the 
standardised approach, in subregulation (7)(c), a bank that adopted the 
foundation IRB approach for the recognition of risk mitigation relating to 
guarantees obtained in respect of its exposures to corporate institutions, 
sovereigns, banks or purchased receivables may also recognise the 
effect of a guarantee obtained from a guarantor internally rated by the 
bank, provided that- 

(A) the PD ratio of the said internally rated guarantor shall be 
equivalent to or better than a rating of A-; 

(B) the said guarantee shall comply with, the relevant minimum 
requirements specified in subregulation (7)(c) above. 
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( i i) Risk weighting 

When a bank that adopted the foundation IRB approach for the 
measurement of the bank's risk-weighted credit exposure obtains- 

(A) protection from an eligible guarantor in respect of the bank's 
credit exposure to a corporate institution, sovereign or bank the 
bank- 

(i) shall divide the relevant exposure into a protected portion 
and an unprotected portion; 

(ii) shall in respect of the protected portion apply- 

(aa) the risk-weight function relating to the relevant 
guarantor; and 

(bb) the PD ratio relating to the relevant guarantor, or a 
higher PD ratio relating to a risk grade between the 
underlying obligor and the relevant guarantor when 
the bank deems a complete substitution approach 
inappropriate, 

provided that, based on its seniority or any collateralisation 
of a guaranteed commitment, the bank may replace the 
LGD ratio of the underlying transaction with the relevant 
LGD ratio relating to the said guaranteed position; 

(iii) shall in respect of the unprotected portion, apply the risk 
weight relating to the underlying obligor; 

(iv) shall in the case of- 

(aa) proportional protection comply with the relevant 
requirements specified in subregulation (9)(c)(v) 
above; 

(bb) a currency mismatch between the underlying 
obligation and the protection obtained comply with the 
relevant requirements specified in subregulation 
(9)(c)(vi) above. 

(6) protection in the form of a guarantee in respect of a retail 
exposure or pool of retail exposures, the bank may reflect the risk 
reducing effect of the guarantee through an adjustment to the 
relevant PD ratio or LGD ratio provided that the bank- 

(i) shall comply with the relevant minimum requirements 
specified in subregulation (14)(c)(i) below; 
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(ii) shall apply the relevant adjustment to the PD ratio or LGD 
ratio in a consistent manner in respect of a given type of 
guarantee, and over time. 

(C) protection in the form of a guarantee in respect of purchased 
receivables, the bank shall in the case of a guarantee- 

(i) that covers both default risk and dilution risk, substitute the 
risk weight relating to default risk and dilution risk for the 
risk weight of the guarantor; 

(ii) that covers only default risk or dilution risk, but not both, 
substitute the relevant risk weight relating to default risk or 
dilution risk for the risk weight of the guarantor, and add the 
relevant capital requirement for the other component; 

(iii) that covers only a portion of the default risk andlor dilution 
risk, substitute the risk weight in respect of the protected 
exposure in accordance with the relevant directives 
specified above, and add the relevant risk weights relating 
to the unprotected exposure. 

(D) protection against dilution risk in respect of purchased 
receivables, the bank may apply the double default approach 
specified in paragraph (g) below in order to calculate the required 
risk-weighted asset amount for dilution risk provided that- 

(i) the bank shall at all times comply with the relevant 
requirements specified in paragraph (g) below; 

(ii) PD, shall be equal to the estimated EL amount; 

(iii) LGD, shall be equal to 100 per cent; 

(iv) the bank shall determine the effective maturity of the 
relevant exposure in accordance with the relevant 
requirements specified in subregulation (1 l)(d)(vi)(A)(ii). 

(e) Credit-derivative instruments 

(i) Minimum requirements 

As a minimum, a bank that adopted the foundation IRB approach for the 
recognition of risk mitigation relating to credit protection obtained in the 
form of a credit-derivative instrument- 

(A) shall comply with the relevant requirements specified in 
subregulation (9)(d); 
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(B) shall, except in the case of retail exposures and purchased retail 
receivables, use the LGD ratios in respect of its various 
exposures as specified in writing by the Registrar; 

( C )  shall not in the calculation of the bank's risk-weighted exposure 
reflect the effect of double default otherwise than in accordance 
with the relevant requirements specified in paragraph (g) below, 
that is, the adjusted risk weight relating to a particular exposure 
shall not be less than a comparable direct exposure to the 
relevant protection provider unless the bank calculates the said 
adjusted risk weight in accordance with the relevant requirements 
specified in paragraph (g) below, 

provided that whenever credit protection obtained in respect of an 
exposure results in a higher capital requirement for the reporting bank 
than before the recognition of such credit protection, the reporting bank 
may ignore the effect of the said credit protection. 

(ii) Eligible protection providers 

In addition to the eligible protection providers recognised in terms of the 
standardised approach, in subregulation (9)(d)(iii), a bank that adopted 
the foundation IRB approach for the recognition of risk mitigation relating 
to credit-derivative instruments obtained in respect of corporate 
institutions, sovereigns or banks may also recognise the effect of 
protection obtained from a protection provider with an internal PD rating 
equal to or better than A- provided that the said protection shall comply 
with the relevant minimum requirements specified in subregulation 
(9)(d)(xi) above. 

(iii) Risk weighting 

When a bank that adopted the foundation IRB approach for the 
measurement of the bank's risk-weighted credit exposure obtains- 

(A) protection from an eligible protection provider in respect of the 
bank's credit exposure to a corporate institution, sovereign or 
bank, the bank- 

(i) shall divide the relevant exposure into a protected portion 
and an unprotected portion; 

(ii) shall in respect of the protected portion, apply- 

(aa) the risk-weight function relating to the relevant 
protection provider; and 
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(bb) the PI3 ratio relating to the relevant protection 
provider, or a higher PD ratio relating to a risk grade 
between the underlying obligor and the relevant 
protection provider when the bank deems a complete 
substitution approach inappropriate, 

provided that, based on its seniority or any collateralisation 
of a protected exposure, the bank may replace the LGD 
ratio of the underlying transaction with the relevant LGD 
ratio relating to the said protected position; 

(iii) shall in respect of the unprotected portion, apply the risk 
weight relating to the underlying obligor; 

(iv) shall in the case of- 

(aa) proportional protection comply with the relevant 
requirements specified in subregulation (9)(d)(x) 
above; 

(bb) a currency mismatch between the underlying 
obligation and the protection obtained comply with the 
relevant requirements specified in subregulation 
(9)(d)(xi) above; 

(8) protection in respect of a retail exposure or pool of retail 
exposures, the bank may reflect the risk reducing effect of the 
protection through an adjustment to the relevant PD ratio or LGD 
ratio provided that the bank- 

(i) shall comply with the relevant minimum requirements 
specified in subregulation (1 4)(d)(i) below; 

(ii) shall apply the relevant adjustment to the PD ratio or LGD 
ratio in a consistent manner in respect of a given type of 
credit-derivative instrument, and over time. 

(C) protection against dilution risk in respect of purchased 
receivables, the bank may apply the double default approach 
specified in paragraph (g) below in order to calculate the required 
risk-weighted asset amount for dilution risk provided that- 

(i) the bank shall at all times comply with the relevant 
requirements specified in paragraph (g); 

(ii) PD, shall be equal to the estimated EL amount; 

(iii) LGD, shall be equal to 100 per cent; 
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(iv) the effective maturity of the relevant exposure shall be 
determined in accordance with the relevant requirements 
specified in subregulation (1 ? )(d)(vi)(A)(ii). 

Maturity mismatches 

A bank that adopted the foundation IRB approach for the recognition of risk 
mitigation shall comply with the relevant requirements specified in subregulation 
(9)(e) in respect of any maturity mismatches between the bank's exposure to 
credit risk and the risk mitigation obtained in respect of the said credit 
exposure. 

Double default 

(i) In respect of each eligible exposure, a bank that obtained the prior 
written approval of t ;e Registrar to adopt the foundation IRB approach 
for the measurement of the bank's exposure to credit risk may apply 
either the substitution approach envisaged in paragraphs (d) and (e) 
above or double default approach specified in this paragraph (g) 
provided that a bank that wishes to apply the double default approach- 

(A) shall continuously comply with the relevant minimum requirements 
specified in this paragraph (g); 

(B) in respect of the said eligible exposure shall calculate the relevant 
risk-weighted exposure amount and any related required amount 
of capital and reserve funds in accordance with the formulae and 
requirements specified in subparagraph (iv) below; 

shall calculate the risk weights and required amount of capital and 
reserve funds relating to all exposures to a particular obligor, 
other than eligible exposures envisaged in this paragraph (g), in 
accordance with the relevant requirements specified in 
subregulations (1 1) and (12), including any risk weight or required 
amount of capital and reserve funds relating to any unhedged or 
unprotected portion of an exposure in respect of which the 
hedged or protected portion of the said exposure is subject to the 
provisions of this paragraph (g); 

(D) may apply the said double default approach to any eligible 
exposure, irrespective whether the exposure is held in the bank's 
banking book or trading book. 
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(ii) Eligible exposure 

A bank that obtained the prior written approval of the Registrar to adopt 
the IRB approach for the measurement of the bank's exposure to credit 
risk may apply the double default approach only when- 

(A) the relevant underlying obligation or exposure constitutes- 

(i) a corporate exposure as envisaged in subregulation 
(ll)(c)(i) provided that no specialised lending exposure 
subject to and mapped into the risk grades specified in 
subregulation (1 l)(d)(iii)(C) shall be eligible for treatment in 
terms of the double default approach; 

(ii) a claim on a public-sector entity provided that no sovereign 
exposure shall be eligible for treatment in terms of the 
double default approach; 

(iii) a loan extended to a small business and categorised as a 
retail exposure as envisaged in subregulation 
(1 1 )(c)(iv)(A)(iii). 

Provided that in no case shall any exposure in respect of which 
the underlying obligation relates to- 

(aa) a financial entity or institution as envisaged in 
subparagraph (iii)(B)(i) below; or 

(bb) a member of the same group as the protection 
provider, 

be eligible for treatment in terms of the double default 
approach. 

(B) the protection provider is a financial entity or institution specified 
in subparagraph (iii)(B)(i) below; 

(C) the bank obtained protection in respect of the said underlying 
exposure and the protection obtained relates to- 

(i) a single name unfunded credit-derivative instrument such as 
a credit-default swap; 

(ii) a single name guarantee; 

(iii) a first-to-default basket product, in which case the double 
default approach shall be applied to the asset within the 
basket with the lowest risk-weighted amount; 



STAATSKOERANT. 1 JANLlARlE 2008 No. 30629 277 

(iv) an nth-to-default basket product, in which case the 
protection obtained shall be eligible in terms of the double 
default approach only when the reporting bank also 
obtained eligible (n-1)th default protection or (n-1) of the 
assets within the basket have already defaulted, 

that is, under no circumstances shall protection relating to- 

(aa) multiple name credit derivative instruments, other than 
nth-to-default basket products; 

(bb) multiple name guarantees; 

(cc) index-based products; 

(dd) synthetic securitisation and other tranched products 
that fall within the scope of the exemption notice 
relating to securitisation schemes; 

(ee) covered bonds to the extent such instruments are 
externally rated; and 

(ff) funded credit derivative instruments such as a credit 
linked note, 

be eligible for the double default approach. 

(iii) Specific minimum requirements relating to the double default approach 

A bank that obtained the prior written approval of the Registrar to adopt 
the IRB approach for the measurement of the bank's exposure to credit 
risk, which bank wishes to apply the double default approach envisaged 
in this paragraph (g), shall continuously comply with the requirements 
specified in this subparagraph (iii). 

(A) The PD ratio, LGD ratio, internal rating, external rating or risk 
weight associated with the relevant exposure prior to the 
application of the double default approach shall not already factor 
in any aspect relating to the relevant credit protection obtained, 
that is, credit protection shall under no circumstances be double 
counted. 

(B) The protection provider- 

(i) shall be a financial entity or institution, which financial entity 
or institution may be- 

(aa) a bank, but under no circumstances any public-sector 
entity or multilateral development bank that is treated 
in a manner similar to a bank in terms of these 
Regulations; 
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(ii) 

(iii) 

(iv) 

(bb) an investment company or institution; 

(cc) an insurance or re-insurance company or entity the 
business of which includes the provision of credit 
protection on a regular basis; 

(dd) any non-sovereign credit export agency, that is, the 
credit protection shall not in any manner benefit from 
any sovereign guarantee or counter guarantee; 

shall be regulated in a manner similar to a bank, that is, the 
protection provider shall be subject to minimum required 
capital or solvency requirements, appropriate supervisory 
oversight and transparency, that is, minimum requirements 
relating to market discipline, or the protection provider shall 
have an external rating from an eligible external credit 
assessment institution of no less than investment grade; 

at the time the credit protection for the relevant exposure 
was originally obtained, or for any period of time thereafter, 
had an internal rating with a PD ratio equivalent to or lower 
than the PD ratio associated with an external credit 
assessment or rating of A-; and 

shall have an internal rating with a PD ratio equivalent to or 
lower than the PD ratio associated with an external 
investment grade rating or assessment. 

The credit protection obtained shall comply with the relevant 
minimum operational requirements envisaged in paragraphs (d) 
and (e) above. 

The reporting bank shall have the legal right and expect to receive 
payment from the relevant protection provider without first having 
to pursue the relevant obligor for payment, that is, the reporting 
bank shall take all reasonable steps in order to ensure that the 
protection provider is willing and able to promptly pay when a 
credit event occurs. 

Once a credit event occurs, the purchased credit protection shall 
make provision for immediate payment in respect of all credit 
losses incurred by the reporting bank in respect of the hedged 
portion of the relevant exposure. 
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(F) When the payout structure of the relevant credit protection 
obtained makes provision for physical settlement, the reporting 
bank shall have legal certainty regarding the deliverability of the 
relevant loan, instrument or contingent liability and when the bank 
intends to deliver an obligation other than the underlying 
exposure, the bank shall ensure that the deliverable obligation is 
sufficiently liquid in order for the bank to purchase the said 
obligation for delivery in accordance with the relevant 
requirements of the contract. 

(G) The terms and conditions of the relevant credit protection shall be 
duly documented and legally confirmed in writing by the credit 
protection provider and the reporting bank. 

(H)  In the case of protection obtained against dilution risk, the seller 
of the purchased receivables shall not be a member of the same 
group as the protection provider. 

(I) The reporting bank shall have in place a sufficiently robust 
process to monitor and control situations in which the 
performance of the protection provider and the protected obligor 
or exposure are dependent upon common factors, that is, the 
reporting bank shall have in place a sufficiently robust process to 
ensure that the double default approach is not applied to any 
exposure in respect of which excessive correlation exists behrveen 
the creditworthiness of the protection provider and the obligor of 
the relevant underlying exposure. 

For example, situations in which a protection provider guarantees 
the debt of a supplier of goods or services when the supplier 
derives a high proportion of its income or revenue from the 
protection provider shall not be eligible for the double default 
approach. 

(iv) Matters specifically related to risk-weighted exposure and the required 
amount of capital and reserve funds 

In respect of any hedged or protected exposure subject to the double 
default approach, the reporting bank shall calculate its risk-weighted 
exposure and related required amount of capital and reserve funds 
through the application of the formulae specified below, which formulae 
take into account the relevant risk components related to the said 
protected exposure. 
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where: 

R W h D  is the risk-weighted asset amount relating to the protected 
exposure subject to the double default approach 

EAD, is the relevant exposure at default amount, that is, the 
protected or hedged exposure amount 

and 

where: 

KDD is the capital requirement in respect of the hedged or 
protected exposure subject to the double default approach 

F' Dg is the PD ratio of the protection provider or guarantor, which 
PD ratio shall be subject to a minimum of 0,03 per cent 

KO shall be calculated through the application of the relevant 
formula and in a manner similar to unprotected corporate 
exposure as envisaged in subregulation (ll)(d)(ii), even 
when the underlying obligation or eligible exposure is a loan 
extended to a small business qualifying as a retail exposure, 
provided that in respect of the relevant hedged exposure the 
risk components specified in the formula below, which risk 
components relate to the LGD ratio and the maturity 
adjustment, shall be applied instead of the said risk 
components specified in the said formula in subregulation 
( I  1 )(d)(ii). 

where: 

PDo is the PD ratio of the obligor, which PD ratio shall 
be subject to a minimum of 0,03 per cent 

pas is a correlation factor, which correlation factor shall 
be calculated in accordance with the relevant 
formula and requirements for the calculation of "R", 
specified in subregulation ( I  l)(d)(ii), with PD being 
equal to PD, 
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LGD, is the LGD ratio associated with the protected or 
hedged exposure, that is, the LGD ratio relating to 
a direct exposure to the relevant protection provider 
or guarantor provided that when evidence indicates 
that in the event both the guarantor and the obligor 
default during the life of the protected exposure the 
amount recovered depends upon the financial 
condition of the obligor, the bank shall apply the 
LGD ratio relating to an unprotected and direct 
exposure to the said obligor 

b is the maturity adjustment coefficient, calculated 
according to the relevant formula specified in 
subregulation (1 l)(d)(ii) provided that PD shall be 
the lower of PD, and PD, 

M is the effective maturity of the credit protection, 
which maturity shall in no case be less than one 
year 

(13) Method 2: Calculation of credit-risk exposure in terms of the advanced IRB approach 

(a) Unless specifically otherwise provided in this subregulation (13), a bank that 
obtained the prior written approval of the Registrar to adopt the advanced IRB 
approach for the measurement of the bank's credit risk exposure in respect of 
positions held in the bank's banking book- 

shall continuously comply with the relevant minimum requirements 
specified in subregulation (1 l)(b) above and paragraph (b) below, and 
such further conditions as may be specified in writing by the Registrar; 

shall comply with the relevant disclosure requirements specified in 
regulation 43(2); 

shall categorise its exposures in accordance with the relevant 
requirements specified in subregulation (1 l)(c); 

shall, subject to the provisions of paragraphs (b)(v) and (d) below, 
calculate its risk-weighted exposures in accordance with the relevant 
requirements, formulae and risk components specified in 
subregulations (1 1 )(d) to (1 1 )(p) above; 

shall apply the IRB approach for the measurement of the bank's 
exposure relating to a securitisation scheme, that is, a bank shall not 
use the IRE approach for the measurement of the bank's exposure in 
respect of a securitisation scheme unless the bank obtained the prior 
written approval of the Registrar to apply the IRB approach for the 
measurement of the bank's exposure to underlying credit exposure, 
provided that the bank shall in respect of the said securitisation 
exposures comply with the relevant requirements specified in 
subregulation (1 1 )(b)(xii); 
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(vi) shall deduct from the bank's capital and reserve funds such amounts as 
may be specified in subregulations (6)(j) and ( I  l)(q) above. 

(b) Minimum requirements 

(i) Subject to such conditions as may be specified in writing by the 
Registrar, a bank that adopted the advanced IRB approach for the 
measurement of the bank's exposure to credit risk shall apply the said 
approach in respect of all material asset classes and business units. 

(ii) For a minimum period of three years or such lesser minimum period as 
may be specified in writing by the Registrar, prior to a bank's 
implementation of the advanced IRB approach for the measurement of 
the bank's exposure to credit risk, the rating and risk estimation 
systems and processes of the bank should have- 

(A) provided a meaningful assessment of borrower and transaction 
characteristics; 

(B) provided a meaningful differentiation of risk; 

(C) provided materially accurate and consistent quantitative estimates 
of risk, including PD ratios, LGD ratios and EAD amounts; 

(D) produced internal ratings and default and loss estimates that 
formed an integral part of the bank's- 

(i) credit approval process; 

(ii) risk management process; 

(iii) internal capital allocation process; 

(iv) corporate governance process; 

(E) been subjected to appropriate independent review; 

(F) been broadly in compliance with the relevant minimum 
requirements specified in subregulation (1 1) above. 

(iii) A facility rating of a bank that adopted the advanced IRE approach for 
the measurement of the bank's exposure to credit risk shall exclusively 
reflect the LGD ratio of the particular exposure provided that- 

(A) a facility rating shall include all factors that may have an influence 
on the LGD ratio, such as the type of collateral, the product, the 
industry or the purpose; 
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(B) any borrower characteristics shall be included as LGD rating 
criteria only to the extent that such characteristics are predictive 
of LGD; 

(C)  the bank shall maintain a sufficient number of facility grades in 
order to avoid the grouping of facilities with widely varying LGD 
ratios into a single grade. 

(iv) A bank that adopted the advanced IRB approach for the measurement 
of the bank's exposure to credit risk shall in the case of exposures to 
corporate institutions, sovereigns and banks collect and store data in 
respect of- 

(A) the LGD ratios and EAD estimates associated with each relevant 
facility; 

(B) the key data that was used to derive a particular risk estimate; 

(C) the person or model responsible for a particular risk estimate; 

(D) the estimated and realised LGD ratios and EAD amounts 
associated with each relevant defaulted facility; 

(E) the credit risk mitigating effects of guarantees or credit-derivative 
instruments on LGD ratios, that is. the bank shall retain data in 
respect of the LGD ratio of the facility before and after the effect 
of a guarantee or credit-derivative instrument was taken into 
consideration; 

(F) the components of loss or recovery for each defaulted exposure 
such as the amounts recovered, the source of recovery, for 
example, collateral. liquidation proceeds and guarantees, the time 
period required for recovery and administrative costs. 

(v) Risk quantification 

Unless specifically otherwise provided in this subregulation (13), a bank 
that adopted the advanced IRE approach for the measurement of the 
bank's exposure to credit risk- 

(A) shall in the case of exposures to corporate institutions, sovereigns 
or banks estimate a PD ratio in respect of each internal borrower 
grade, which PD estimate shall comply with the relevant minimum 
requirements specified in subregulation ( I  l)(b)(vi)(A) above; 

(B) shall in the case of retail exposures estimate a PD ratio in respect 
of each relevant retail pool of exposures, which PD estimate shall 
comply with all the minimum requirements specified in 
subregulation (1 1 )(b)(vi)(B) above; 



284 No. 30629 GOVERNMENT GAZETTE, 1 JANUARY 2008 

(C)  shall estimate an appropriate LGD ratio in respect of all relevant 
facilities and asset classes, which LGD ratio- 

shall incorporate all relevant and material data and 
information, including conditions relating to an economic 
downturn when such information is necessary to duly 
capture the relevant risk; 

shall not be less than the long-run default-weighted average 
loss rate given default, based on the average economic loss 
of all observed defaults within the data source for a 
particular type of facility; 

shall be based on the definition of default, specified in 
regulation 65; 

may be based on averages of loss severities observed 
during periods of high credit losses, obtained from internal 
and/or external data, provided that the data shall be 
representative of long run experience; 

shall appropriately incorporate any potential correlation or 
dependence between the risk relating to the borrower and 
the collateral, collateral provider or protection provider; 

shall incorporate the effect of a currency mismatch between 
the underlying obligation and any collateral obtained; 

shall be based on historical recovery rates and empirical 
evidence and not, for example, solely on the estimated 
market value of collateral; 

shall be based on a population of exposures that closely 
matches or is at least comparable to the bank's existing 
exposures and lending standards; 

shall be based on economic and market conditions that are 
relevant and current; 

shall be based on a sufficient number of exposures and 
data periods that will ensure accurate and robust LGD 
estimates; 

shall be based on an estimation technique that performs 
well in out-of-sample tests; 

shall he reviewed on a regular basis but not less frequently 
than once a year, or when material new information is 
obtained; 
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(xiii) shall in the case of- 

defaulted assets reflect the possibility that the bank 
may have to recognise additional, unexpected losses 
during the recovery period; 

exposures to corporate institutions, sovereigns or 
banks be based on a minimum data observation 
period that covers a complete economic cycle but 
which observation period shall in no case be less than 
seven years in respect of at least one of the bank's 
data sources; 

retail exposures be based on a minimum data 
observation period of no less than five years provided 
that the bank may with the prior written approval of the 
Registrar place more reliance on recent data when the 
said data better reflects loss rates in respect of the 
bank's retail exposures; 

(D) shall estimate an appropriate EAD amount in respect of all 
relevant facilities and asset classes, which EAD amount- 

(i) shall in tl le case of- 

(aa) on-balance-sheet items be no less than the current 
drawn amount after the effect of set-off in terms of the 
provisions of regulation 13 has been taken into 
consideration; 

(bb) off-balance-sheet items, excluding derivative 
instruments, be based on the bank's internal 
estimates for each facility type provided that the said 
internal estimates shall incorporate the possibility that 
further amounts may be drawn by the obligor up to 
and after the time of default; 

(cc) derivative instruments be calculated in accordance 
with the relevant directives and requirements specified 
in subregulations (1 5) to (19) below; 

(dd) exposures to corporate institutions, sovereigns or 
banks be based on a complete economic cycle 
provided that- 

(i) the time period on which the EAD amount is 
based shall in no case be less than seven years; 

(ii) the EAD estimates shall be based on a default- 
weighted average and not a time-weighted 
average amount; 
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(ee) retail exposures be based on a data observation 
period of no less than five years provided that the 
bank may with the prior written approval of the 
Registrar place more reliance on recent data when the 
said data better reflect likely draw-downs in respect of 
the bank's retail exposures; 

shall be an estimate of the long-run default-weighted 
average EAD amounts in respect of similar facilities and 
borrowers over a sufficiently long period of time; 

shall incorporate any correlation between the default 
frequency and the extent of EAD amounts; 

shall incorporate the effects of downturns in the economy, 
that is, the risk drivers of the bank's internal model or the 
bank's internal data or external data shall incorporate the 
cyclical nature of each facility; 

shall be based on criteria that are plausible and intuitive; 

shall appropriately take into consideration all relevant and 
material information; 

shall be based on the definition of default, specified in 
regulation 65; 

shall be based on a population of exposures that closely 
matches or is at least comparable to the bank's existing 
exposures and lending standards; 

shall be based on economic and market conditions that are 
relevant and current: 

shall be based on a sufficient number of exposures and 
data periods that will ensure accurate and robust estimates 
of EAD amounts; 

shall be based on an estimation technique that performs 
well in out-of-sample tests; 

may take into account data from external sources, including 
pooled data, provided that the EAD estimates shall 
represent long-run experience; 

shall be based on historical experience and empirical 
evidence; 
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(xiv) shall be reviewed on a regular basis, but not less frequently 
than once a year, or when material new information is 
obtained; 

(xv) shall be based on comprehensive policies, systems and 
procedures, which policies, systems and procedures shall 
be adequate- 

(aa) to prevent further drawings in circumstances short of 
payment default, such as covenant violations or other 
technical default events; 

(bb) on a daily basis, to monitor facility amounts and 
current outstanding amounts against committed lines; 

(cc) to monitor any changes in outstanding amounts per 
borrower, and per risk grade; 

(E) shall in the case of exposures to corporate institutions, sovereigns 
or banks calculate the effective maturity in respect of each 
relevant exposure, which effective maturity shall be calculated in 
accordance with and comply with the relevant minimum 
requirements specified in paragraph (d)(ii)(B) below. 

(vi) Validation of internal estimates 

As a minimum, a bank that adopted the advanced IRB approach for the 
measurement of the bank's exposure to credit risk- 

(A) shall comply with the relevant requirements specified in 
subregulation ( I  l)(b)(x) above and such further conditions as may 
be specified in writing by the Registrar; 

(B) shall for each relevant risk grade regularly compare realised PD 
ratios, LCD ratios and EAD amounts with estimated PD ratios, 
LGD ratios and EAD amounts, and demonstrate to the 
satisfaction of the Registrar that the realised risk components are 
within the expected range of risk components for a particular 
grade; 

(C )  shall duly document the data and methods used to compare 
realised default rates, LGD ratios and EAD amounts with 
estimated PD ratios, LGD ratios and EAD amounts in respect of 
each relevant risk grade, including the periods that were covered 
and any changes in the data and methods that were used, which 
analysis and documentation shall be updated at appropriate 
intervals but not less frequently than once every year; 
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(D) shall have in .place sufficiently robust internal standards to deal 
with situations where realised PD ratios, LGD ratios and EAD 
amounts substantially deviate from expected PD ratios, LGD 
ratios and EAD amounts provided that when the realised values 
continue to be higher than the expected values, the bank shall 
adjust its estimates of risk components upward in order to reflect 
the appropriate default and loss experiences of the bank. 

(c) Categorisation of exposures 

A bank that adopted the advanced IRB approach for the measurement of the 
bank's exposure to credit risk shall categorise its credit exposures in 
accordance with the relevant requirements specified in subregulation (1 l)(c) 
above. 

(d) Risk-weighted exposure 

(i) Unless specifically otherwise provided in this subregulation (13), in 
order to calculate its risk-weighted credit exposure, a bank that adopted 
the advanced IRB approach- 

(A) shall in the case of- 

(i) exposures to corporate institutions, sovereigns or banks 
calculate its own estimates of probability-of-default ("PD"), 
loss-given-default ("LGD"), exposure-at-default ("EAD") and 
effective maturity ("M") in respect of each relevant borrower 
grade or credit exposure provided that the bank shall 
comply with the relevant minimum requirements specified in 
respect of the said risk components in subregulations 
(1 I )(b) and ( I  I )(d) above and in this subregulation (13); 

(ii) retail exposures and purchased retail receivables calculate 
its own estimates of PD, LGD and EAD in respect of each 
relevant retail pool of exposures provided that the bank shall 
comply with the relevant minimum requirements specified in 
respect of the said risk components in subregulations 
(I l)(b) and (I l )(d) above and in this subregulation (13); 

(iii) equity exposures apply the market-based approach or 
PDILGD approach respectively specified in regulations 
31(5)(b) and 31(5)(c) provided that the Registrar may direct 
the bank to use a particular approach; 
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(6) shall apply the risk-weight functions and risk components in 
respect of the various exposure categories in accordance with the 
relevant requirements specified in this subregulation (13) read 
with subregulation ( I  I )(d) above. 

(ii) Corporate, sovereign and bank exposures 

A bank that adopted the advanced IRB approach for the measurement 
of the bank's exposure to credit risk shall calculate its risk-weighted 
assets in respect of corporate, sovereign or bank exposures through 
the application of the relevant formulae and risk components specified 
in subregulation ( I  l)(d)(ii) above provided that- 

(A) when the bank calculates the EAD amount of a particular 
exposure, the bank may use its own internally estimated credit- 
conversion factors in respect of the bank's off-balance-sheet 
exposures provided that- 

(i) when the credit-conversion factor of the said off-balance- 
sheet exposure is equal to 100 per cent in terms of the 
provisions of the foundation IRB approach, the bank shall 
apply the said credit-conversion factor of 100 per cent; 

(ii) the bank shall comply with the relevant requirements 
relating to the use of own estimates of EAD specified in 
paragraph (b)(v)(D) above. 

(6) unless the Registrar granted an exemption from the requirement 
to calculate an effective maturity in respect of specified small 
domestic corporate borrowers, which exemption shall be granted 
only in exceptional cases and shall be subject to such conditions 
as may be specified in writing by the Registrar, in which case the 
bank shall apply to the said exempted corporate exposure an 
average maturity of 2,5 years, the bank shall calculate the 
effective maturity of each relevant exposure in accordance with 
the relevant requirements specified below. 

(i) In the case of an exposure with an original maturity of more 
than or equal to one year, which exposure has determinable 
cash flows, the effective maturity of the exposure shall be 
equal to the higher of- 

(aa) one year; or 

(bb) the remaining effective maturity of the exposure, 
which remaining effective maturity shall be calculated 
in years through the application of the formula 
specified below, provided that the calculated maturity 
shall be limited to five years. 
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where: 

M is the effective maturity of the exposure 

CF, is the cash flow, that is, principal, interest 
payments and fees, contractually payable by 
the obligor in period t 

When a bank is unable to calculate the effective 
maturity of the contracted payments in accordance 
with the formula specified above, the effective maturity 
shall be equal to the maximum remaining time, in 
years, available to the obligor to fully discharge its 
contractual obligation, that is, principal, interest and 
fees, in terms of the loan agreement. 

(ii) In the case of an exposure with an original maturity of less 
than one year, other than exposures in terms of which an 
obligor obtains ongoing finance from the relevant bank, 
which exposure relates to a fully collateralised capital 
market transaction such as an OTC derivative transaction or 
a margin lending agreement, or a repo-style transaction 
such as a repurchase or resale agreement or a securities 
lending or borrowing transaction, the effective maturity of 
the exposure shall be equal to the higher of- 

(aa) one day; or 

(bb) the remaining effective maturity of the exposure, 
calculated in accordance with the formula specified in 
sub-item (i)(bb) above. 

Provided that- 

(i) the relevant documentation of the said exposure 
or transaction shall make provision for daily 
remargining; 

(ii) the relevant documentation of the said exposure 
or transaction shall require daily revaluation; 

(iii) the relevant documentation of the said exposure 
or transaction shall make provision for the 
prompt liquidation or setoff of collateral in the 
event of default or failure to remargin; 
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(iv) subject to such conditions as may be specified 
in writing by the Registrar, in addition to the 
tBnsactions specified in this sub-item (ii), the 
Registrar may specify other exposures with an 
original maturity of less than one year that do 
not form part of a bank's ongoing financing of an 
obligor to be subject to the provision of this sub- 
item (ii). 

(iii) In the case of derivative instruments subject to a master 
netting agreement, the bank shall use the notional amount 
of each transaction to calculate the weighted average 
maturity of the transactions, which weighted average 
maturity shall be used in respect of the explicit maturity 
adjustment. 

(iv) In the case of transactions falling within the ambit of sub- 
item (ii) above, that is, transactions with an original maturity 
of less than one year that, for example, relate to a fully 
collateralised capital market transaction or repo-style 
transaction, which transaction or exposure is subject to a 
master netting agreement, the bank shall apply the notional 
amount of each transaction in order to determine the 
weighted average maturity of the relevant transactions, 
which weighted average maturity shall be used in respect of 
the required explicit maturity adjustment provided that- 

(aa) in respect of the relevant transaction type and said 
average, the bank shall apply a floor equal to the 
minimum holding period specified in subregulation 
(g)(b)(xii)(B); 

(bb) when more than one transaction type is contained in 
the said master netting agreement, the bank shall 
apply to the said average a floor equal to the highest 
relevant holding period specified in subregulation 
(9)(b)O(ii)(B). 

(v) In the case of other exposures, that is, exposures not 
subject to an explicit maturity adjustment, the bank shall 
assign to the said exposure an effective maturity of 2,5 
years unless the exposure is subject to further commitment, 
that is, a repurchase or resale agreement, in which case the 
bank shall assign to the said exposure an effective maturity 
of six months. 
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(iii) Specialised lending 

(A) Subject to the provisions of items (B) and (C) below, a bank shall 
calculate its risk-weighted exposure in respect of specialised 
lending in accordance with the relevant requirements relating to 
corporate exposure specified in subparagraph (ii) above, provided 
that the bank shall comply with the relevant requirements for the 
estimation of PD, LGD and EAD specified in subregulation 
(1 l)(b)(vi)(A) and in paragraphs (b)(v)(C) and (b)(v)(D) above; 

(B) In the case of exposures relating to high-volatility commercial real 
estate, a bank shall apply the asset correlation formula specified 
below instead of the asset correlation formula that would 
otherwise apply to corporate exposure. 

R = 0.12 x (1 - EXP (-50 x PD)) 1(1 - EXP (-50)) + 0.30 x [ I  - 
(1 - EXP(-50 x PD))/(l - EXP(BO))] 

(C) When- 

(i) a bank is unable to comply with the prescribed requirements 
in order to estimate the PD ratio, LGD ratio and EAD 
amount in terms of the advanced approach for corporate 
exposure; or 

(ii) the Registrar directs a bank to map its internal risk grades 
to the risk grades specified in subregulation (ll)(d)(iii)(C) 
above, 

the bank shall map its internal risk grades in accordance with the 
relevant requirements specified in subregulation (1 l)(d)(iii)(C) 
above provided that when the bank is unable to comply with the 
prescribed requirements in order to estimate the LGD ratio and 
EAD amount in respect of exposure relating to high-volatility 
commercial real estate in terms of the advanced approach for 
corporate exposure, the bank shall use the relevant estimates 
specified in writing by the Registrar in respect of the LGD ratio 
and EAD amount relating to corporate exposure. 

(iv) Retail exposures 

A bank that adopted the advanced IRB approach for the measurement 
of the bank's exposure to credit risk shall calculate its risk-weighted 
assets in respect of retail exposures through the application of the 
relevant formulae and risk components specified in subregulation 
(1 1 )(d)(iv) above. 
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(v) Equity exposures 

A bank shall calculate its risk-weighted exposure in respect of equity 
investments in accordance with the relevant requirements of this 
subregulation (13) read with the relevant requirements specified in 
subregulation (ll)(d)(v) above and regulation 31 provided that no 
investment in a significant minority or majority owned or controlled 
commercial entity, which investment amounts to less than 15 per cent 
of the sum of the bank's issued primary and secondary capital and 
reserve funds, as reported in items 36, 63 and 72 of the form BA 700, 
shall be assigned a risk weight lower than 100 per cent; 

(vi) Purchased corporate receivables 

A bank shall calculate its risk-weighted exposure in respect of 
purchased corporate receivables through the application of the relevant 
formulae and risk components specified in subregulation (1 l)(d)(ii) 
relating to corporate exposure provided that- 

(A) the risk weights shall be determined by using the bank's own 
estimates of PD and LGD as inputs to the corporate risk-weight 
function: 

(B) in the case of- 

(i) an exposure other than a revolving facility, the EAD amount 
shall be equal to the EAD amount determined by the bank, 
minus the capital requirement relating to the risk of dilution; 

(ii) a revolving facility the EAD amount shall be equal to the 
amount of the purchased receivable plus 75 per cent of any 
undrawn purchased commitments minus the capital 
requirement relating to the risk of dilution, that is, in respect 
of undrawn purchased commitments, the bank shall not use 
its own estimate of the EAD amount; 

when the purchasing bank is able to estimate in a reliable manner 
the pool's default-weighted average loss rates given default or 
average PD, the bank may estimate the other risk component 
based on an estimate of the expected long-run loss rate, that is, 
the bank may use an appropriate PD estimate to infer the long- 
run default-weighted average loss rate given default or use a 
long-run default-weighted average loss rate given default to infer 
the appropriate PD ratio provided that- 

(i) in no case shall the LGD ratio used in order to calculate the 
bank's risk exposure be lower than the long-run default- 
weighted average loss rate given default; 
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(ii) the bank shall comply with the relevant requirements 
specified in paragraph (b)(v)(C) above relating to LGD 
estimates. 

(D) the effective maturity in respect of purchased corporate 
receivables- 

(i) shall in the case of drawn amounts, be equal to the pool's 
exposure-weighted average effective maturity, calculated in 
accordance with the relevant provisions of paragraph 
(d)(ii)(B) above; 

(ii) shall in the case of undrawn amounts in respect of a 
committed purchased facility, be the same value as for 
drawn amounts provided that the facility shall contain 
effective covenants, early amortisation triggers or other 
features that protect the bank against a significant 
deterioration in the quality of the future receivables that the 
bank is required to purchase; 

(iii) shall in all other cases of undrawn amounts, be equal to the 
sum of the longest dated potential receivable in terms of the 
purchase agreement and the remaining maturity of the 
purchase facility. 

(vii) Purchased retail receivables 

A bank that adopted the advanced IRB approach for the measurement 
of the bank's exposure to credit risk shall calculate its risk-weighted 
assets in respect of purchased retail receivables through the application 
of the relevant formulae and risk components specified in subregulation 
( I  l)(d)(vi) read with the relevant provisions of subregulation ( I  l)(d)(iv) 
above. 

(viii) Securitisation exposures 

A bank shall calculate its risk-weighted assets in respect of a 
securitisation scheme in accordance with the relevant requirements 
specified in subregulations (1 l)(e) to (1 l)(p). 

(e) Deductions against capital and reserve funds 

A bank that adopted the advanced IRB approach for the measurement of the 
bank's exposure to credit risk shall deduct from the bank's capital and 
reserve funds such amounts as may be specified in subregulation ( l l ) (q)  
above. 
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(14) Credit-risk mitigation: advanced IRB approach 

(a) On-balance-sheet netting 

When a bank that adopted the advanced IRB approach for the measurement 
of the bank's exposure to credit risk in respect of positions held in the bank's 
banking book enters into a netting agreement in respect of loans and 
deposits, the bank may recognise the effect of such a netting agreement 
when the bank calculates the EAD amount of the relevant exposure provided 
that the bank- 

(i) shall at all times comply with the relevant conditions specified in 
subregulation (7)(a) above; 

(ii) shall recognise the effect of any currency mismatch in accordance with 
the relevant requirements specified in subregulation (9)(b) above; 

(iii) shall recognise the effect of maturity mismatch in accordance with the 
relevant requirements specified in subregulation (9)(e) above. 

(b) Collateral 

(i) Unless specifically otherwise provided in this subregulation (14), a bank 
that adopted the advanced IRB approach for the measurement of the 
bank's exposure to credit risk shall in addition to the minimum 
requirements specified below, comply with the relevant requirements 
specified in subregulation (7)(b)(iii) above. 

(11) Risk weighting 

When a bank that adopted the advanced IRE approach for the 
measurement of the bank's exposure to credit risk obtains collateral in 
respect of the banks exposure to corporate institutions, sovereigns or 
banks the bank may calculate its own LGD ratios in respect of the said 
protected exposure provided that- 

(A) the bank shall comply with the relevant minimum conditions 
specified in subregulation (1 3)(b)(v)(C) above provided that when 
the bank is unable to comply with the said minimum requirements 
relating to the use of the bank's own estimates of LGD, the bank 
shall calculate the relevant exposure's LGD ratios in accordance 
with the relevant-.requirements of the foundation IRE approach 
specified in subregulation ( I  1 )(d)(ii) above; 

(B) the bank shall measure the LGD ratio as a percentage of the 
exposure's EAD amount: 
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(C) when the bank wishes to recognise the effect of a master netting 
agreement in respect of repurchase and resale agreements 
concluded with corporate institutions, sovereigns or banks, the 
bank shall calculate an adjusted exposure (E*) in accordance with 
the relevant requirements specified in subregulation (9)(b)(ix) 
above, which adjusted exposure shall be deemed to represent the 
exposure's EAD amount, provided that the bank may calculate its 
own estimate of LGD in respect of the relevant unsecured portion 
of the relevant exposure. 

(c) Guarantees 

(0 Minimum requirements 

As a minimum, a bank that adopted the advanced IRB approach for the 
recognition of risk mitigation in respect of guarantees- 

(A) shall comply with the relevant requirements specified in 
subregulations (7)(c)(iv), (1 1 )(b)(v) and (1 1 Xb)(vi) above; 

(B) shall assign to all relevant obligors and eligible guarantors a 
borrower rating and calculate its own estimates of LGD in respect 
of the bank's various exposures provided that the bank shall have 
in place duly specified criteria- 

(i) to adjust its borrower grades; 

(ii) to adjust its LGD estimates; 

(iii) to allocate exposures to relevant retail or receivable pools, 

which criteria- 

(aa) shall comply with the relevant minimum requirements 
for assigning borrower or facility ratings specified in 
subregulation (1 1 )(b) above; 

(bb) shall be plausible and intuitive; 

(cc) shall take into account all relevant information; 

(dd) shall incorporate- 

(i) the guarantor's ability and willingness to honour 
its commitments in terms of the guarantee; 

(ii) any correlation between the guarantor's ability to 
honour its commitments in terms of the 
guarantee and the obligor's ability to repay any 
amounts due; 
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(iii) the effect of any residual risk, such as a 
currency mismatch between the guarantee and 
the underlying exposure; 

(C) shall not in the calculation of the bank's risk-weighted exposure 
reflect the effect of double default otherwise than in accordance 
with the relevant requirements specified in paragraph (f) below, 
that is', the adjusted risk weight relating to a particular exposure 
shall not be less than a comparable direct exposure to the 
relevant guarantor unless the bank calculates the said adjusted 
risk w~eight in accordance with the relevant requirements specified 
in paragraph (f) below, 

provided that whenever a guarantee obtained in respect of an exposure 
results in a higher capital requirement for the reporting bank than 
before the recognition of such guarantee, the reporting bank may 
ignore the effect of the said guarantee. 

(ii) Eligible guarantors 

A bank that adopted the advanced IRB approach for the recognition of 
risk mitigation relating to guarantees may recognise the effect of a 
guarantee obtained from any guarantor provided that- 

(A) the guarantee shall comply with the relevant minimum requirements 
specified in subregulation (7)(c)(iv) above; 

(B) the bank shall have in place a comprehensive policy and criteria in 
respect of the types of guarantors acceptable to the bank for risk 
mitigation purposes. 

(iii) Risk weighting 

When a bank that adopted the advanced IRB approach for the 
measurement of the bank's risk-weighted credit exposure obtains- 

(A) proteiction from a guarantor in respect of the bank's credit 
exposure to a corporate institution, sovereign or bank, the bank- 

(i) shall reflect the risk mitigation effect of the guarantee by 
way of an adjustment either to the PD ratio or LGD ratio of 
the relevant exposure provided that the bank shall apply the 
adjustments to the PD ratio or LGD ratio in a consistent 
manner; or 

(ii) may reflect the risk mitigation effect of the guarantee in 
accordance with the relevant requirements relating to the 
recognition of guarantees in terms of the foundation IRB 
approach prescribed in subregulation (12)(d) above. 
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(B) protection in the form of a guarantee in respect of a retail 
exposure or pool of retail exposures, the bank may reflect the risk 
reducing effect of the guarantee through an adjustment to the 
relevant PD ratio or LGD ratio provided that the bank shall apply 
the relevant adjustments to PD or LGD in a consistent manner in 
respect of a given type of guarantee, and over time; 

(C) protection against dilution risk in respect of purchased 
receivables, the bank may apply the double default approach 
specified in paragraph (f) below in order to calculate the required 
risk-weighted asset amount for dilution risk provided that the bank 
shall comply with the relevant requirements specified in 
subregulation (?  2)(d)(iii)(D). 

(d) Credit-derivative instruments 

(i) Minimum requirements 

As a minimum, a bank that adopted the advanced IRB approach for the 
recognition of risk mitigation relating to credit protection obtained in the 
form of a credit-derivative instrument- 

(A) shall comply with the relevant minimum requirements specified in 
subregulation (9)(d)(xi) above; 

(8) shall in the case of single-name credit-derivative instruments 
assign to all relevant obligors and eligible protection providers a 
borrower rating and calculate its own estimates of LGD in respect 
of its various exposures provided that the bank shall have in place 
duly specified criteria- 

(i) to adjust its borrower grades; 

(ii) to adjust its LGD estimates; 

(iii) to allocate exposures to relevant retail or receivable pools, 

which criteria- 

(aa) shall comply with the relevant minimum requirements 
for assigning borrower or facility ratings specified in 
subregulation ( I  I )(b) above; 

(bb) shall be plausible and intuitive; 

(cc) shall take into account all relevant information; 

(dd) shall comprehensively address matters relating to 
payment, including the impact that payments may 
have on the level and timing of recoveries; 
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(ee) shall duly state that the reference asset shall not differ 
from the underlying asset unless- 

(i) the reference asset and the underlying exposure 
relate to the same obligor, that is, the same 
legal entity; 

(ii) the reference asset ranks pari passu with or 
more junior than the underlying asset in the 
event of bankruptcy; 

(iii) legally effective cross-default clauses, for 
example, cross-default or cross-acceleration 
clauses apply; 

provided that the terms and conditions of the credit-' 
derivative contract shall at no time contravene the 
terms and conditions of the underlying asset or 
reference asset; 

(ff) shall incorporate- 

(i) the protection provider's ability and willingness 
to honour its commitments in terms of the 
protection provided; 

(ii) any correlation between the protection provider's 
ability to honour its commitments in terms of the 
protection provided and the obligor's ability to 
repay any amounts due; 

(iii) the effects of any residual risk, such as a 
currency mismatch between the protection and 
the underlying exposure; 

(C) shall not in the calculation of the bank's risk-weighted exposure 
reflect the effect of double default otherwise than in accordance 
with the relevant requirements specified in paragraph (f) below, 
that is, the adjusted risk weight relating to a particular exposure 
shall not be less than a comparable direct exposure to the 
relevant protection provider unless the bank calculates the said 
adjusted risk weight in accordance with the relevant requirements 
specified in paragraph (f) below, 

provided that whenever credit protection obtained in respect of an 
exposure results in a higher capital requirement for the reporting bank 
than before the recognition of such credit protection, the reporting bank 
may ignore the effect of the said credit protection. 
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(ii) Eligible protection providers 

A bank that adopted the advanced IRB approach for the recognition of 
risk mitigation relating to credit-derivative instruments may recognise the 
effect of protection obtained from any protection provider provided that- 

(A) the credit-derivative instrument shall comply with the relevant 
minimum requirements specified in subregulation (9)(d)(xi) above; 

(B) the bank shall have in place a comprehensive policy and criteria in 
respect of the types of protection providers acceptable to the bank 
for risk mitigation purposes. 

(iii) Risk weighting 

When a bank that adopted the advanced IRE approach for the 
measurement of the bank's risk-weighted credit exposure obtains- 

protection from a protection provider in respect of the bank's 
credit exposure to a corporate institution, sovereign or bank, the 
bank- 

(i) shall reflect the risk mitigation effect of the protection by 
way of an adjustment either to the PD ratio or LGD ratio of 
the relevant exposure provided that the bank shall apply the 
adjustments to the PD ratio or LGD ratio of the exposure in 
a consistent manner: or 

(ii) may reflect the risk mitigation effect of the protection in 
accordance with the relevant requirements relating to the 
recognition of credit-derivative instruments in terms of the 
foundation IRB approach prescribed in subregulation (12)(e) 
above. 

protection in respect of a retail exposure or pool of retail 
exposures, the bank may reflect the risk reducing effect of the 
protection through an adjustment to the relevant PD ratio or LGD 
ratio provided that the bank shall apply the relevant adjustment to 
the PD ratio or LGD ratio in a consistent manner in respect of a 
given type of guarantee, and over time; 

protection against dilution risk in respect of purchased 
receivables, the bank may apply the double default approach 
specified in paragraph (f) below in order to calculate the required 
risk-weighted asset amount for dilution risk provided that the bank 
shall comply with the relevant requirements specified in 
subregulation (12)(e)(iii)(C). 
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(e) Maturity mismatches 

A bank that adopted the 3dvanced IRB approach for the recognition of risk 
mitigation shall comply with the relevant requirements specified in subregulation 
(9)(e) above in respect of any maturity mismatches between the bank's 
exposure to credit risk and the risk mitigation obtained in respect of the said 
credit exposure. 

(f) Double default 

(i) Minimum requirements 

In respect of each eligible exposure as envisaged in subregulation 
(12)(g)(ii), a bank that obtained the prior written approval of the 
Registrar to adopt the advanced IRE approach for the measurement of 
the bank's exposure to credit risk may apply either the substitution 
approach envisaged in paragraphs (c) and (d) above or the double 
default approach specified in this paragraph (f) provided that a bank 
that wishes to apply the double default approach- 

(A) shall continuously comply with the relevant requirements specified 
in subregulation (1 2)(g); 

(B) in respect of eligible exposure shall calculate the relevant risk- 
weighted exposure amount and any related required amount of 
capital and reserve funds in accordance with the relevant 
formulae and requirements specified in subregulation (l2)(g) read 
with the relevant provisions of this paragraph (f); 

( C )  shall calculate the risk weights and required amount of capital and 
reserve funds relating to all exposures to a particular obligor, 
other than eligible exposures specified in this paragraph (f), in 
accordance with the relevant requirements specified in 
subregulations (13) and (14), including any risk weight and 
requiired amount of capital and reserve funds relating to any 
unhedged or unprotected portion of an exposure in respect of 
which the hedged or protected portion is subject to the provisions 
of this paragraph (f); 

(0) may apply the said approach to any eligible exposure, irrespective 
whether the said exposure is held in the bank's banking book or 
trading book. 
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(ii) Matters specifically related to risk-weighted exposure and the required 
amount of capital and reserve funds 

In respect of any hedged or protected exposure subject to the double 
default approach, the reporting bank shall calculate its risk-weighted 
exposure and related required amount of capital and reserve funds 
through the application of the relevant formulae specified in 
subregulation (1 2)(g) provided that- 

(A) when estimating any of the required LGD ratios the bank may 
recognise collateral posted exclusively against the relevant 
exposure or credit protection provided that the bank shall in all 
cases comply with the relevant minimum requirements relating to 
LGD, specified in subregulation (13)(b)(v); 

(6) the bank shall in no case apply a principle of double recovery 
when ihe bank estimates any required LGD ratio. 

(15) Counterparty credit risk 

(a) Subject to the provisions of paragraph (b) below, for the measurement of a 
bank's exposure amount or EAD, risk-weighted exposure and related required 
amount of capital and reserve funds in respect of instruments, contracts or 
transactions that expose the reporting bank to counterparty credit risk, the 
bank may- 

(i) at the discretion of the reporting bank, use the current exposure method 
specified in subregulation (17) below, which current exposure method 
shall be available only for the measurement of the reporting bank's 
exposure to counterparty credit risk arising from OTC derivative 
instruments, that is, exposure to credit risk arising from securities 
financing trar~sactions shall be calculated, amongst other things, in 
accordance with the relevant requirements specified in subregulations 
(8) and (9), irrespective whether the said OTC derivative transaction, 
contract or agreement is recorded in the reporting bank's banking book 
or trading book; 

(ii) at the discretion of the bank, use the standardised method specified in 
subregulation ( 1  8) below, which standardised method- 

(A) shall be available only for the measurement of the reporting bank's 
exposure to counterparty credit risk arising from OTC derivative 
instruments, that is, exposure to credit risk arising from securities 
financing transactions shall be calculated, amongst other things, in 
accordance with the relevant requirements specified in 
subregulations (8) and (9), irrespective whether the said OTC 
derivative transaction, contract or agreement is recorded in the 
reporting bank's banking book or trading book; 
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(6) is more risk sensitive than the current exposure method. 

Provided that when the standardised method does not duly capture the 
risk inherent in the bank's relevant transactions, the Registrar may 
require the bank to apply the current exposure method or the 
standardised method on a transaction-by-transaction basis, that is, 
without recognising any effect of netting. 

(iii) subject to tlhe prior written approval of and such further conditions as 
may be specified in writing by the Registrar in addition to the 
requiremenls specified in subregulation (19) below, use the internal 
model method specified in the said subregulation (19), provided that- 

(A) only under exceptional circumstances or in respect of immaterial 
exposures, shall a bank that obtained approval from the Registrar 
to adopt the internal model method be allowed to revert to either 
the current exposure method or standardised method for all or part 
of its exposure provided that the bank shall in all cases 
demonstrate to the satisfaction of the Registrar that the said 
reversion to a less sophisticated method does not lead to arbitrage 
in respect of the bank's required amount of capital and reserve 
funds; 

(B) the internal model method may be applied by a bank that adopted 
the :standardised approach or the IRB approach for the 
measurement of the bank's other exposures to credit risk; 

(C) the internal model method shall be applied to all relevant 
exposures in a particular category of exposures that are subject to 
counterparty credit risk, except exposures that arise from long 
settlement transactions; 

(D) the internal model method may be applied to measure the bank's 
exposure or EAD amount relating to- 

(i) only OTC derivative instruments; 

(ii) only securities financing transactions; or 

(iii) OTC derivative instruments and securities financing 
transactions, 

irrespective whether the said transaction, contract or agreement is 
recorded in the reporting bank's banking book or trading book. 

(iv) subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar, use a combination of the 
aforementioned methods provided that- 
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(A) subject to the-ptovisions of item (D) below, the said approval of 
the Registrar shall be granted only in exceptional cases and only 
during the initial implementation period of the internal model 
method; 

(B) a bank that wishes to apply such a combination of methods shall 
together with its application to obtain the approval of the Registrar 
to adopt the internal model method submit a plan to include all 
material counterparty exposures relating to a particular category of 
instruments or transactions in the said internal model method; 

(C) in respect of all OTC derivative transactions and all long 
settlement transactions in respect of which the reporting bank has 
not obtained approval from the Registrar to use the internal model 
method, the bank shall apply either the standardised method or 
the current exposure method; 

(D) the Registrar may allow a combination of the current exposure 
method and the standardised method on a permanent basis within 
a banking group. 

(b) Irrespective of the method adopted by the reporting bank for the 
measurement of- 

(i) the bank's exposure to counterparty credit risk, when the bank 
purchases credit derivative protection against a banking book exposure 
or against an exposure to counterparty credit risk, the bank shall in 
respect of the hedged exposure calculate its required amount of capital 
and reserve funds in accordance with the relevant requirements relating 
to credit derivative instruments specified in subregulations (9)(d), 
(12)(e), (12)(g), (14)(d) and (14)(f), that is, in accordance with the 
relevant substitution or double default requirements; 

(ii) the bank's exposure to counterparty credit risk arising from OTC 
derivative instruments or securities financing transactions, the bank may 
adopt any of the three methods envisaged in paragraph (a) above for 
the measurement of the bank's exposure or EAD arising from long 
settlement transactions provided that- 

(A) the bank shall continuously comply with the relevant requirements 
specified in these Regulations or by the Registrar in respect of the 
selected method; 

(B) notwithstanding the materiality of a long settlement transaction or 
position, in order to calculate the bank's required amount of capital 
and reserve funds relating to the said long settlement transaction 
or position, a bank that obtained the approval of the Registrar to 
adopt the IRB approach for the measurement of the bank's 
exposure to credit risk may apply the risk weights specified in the 
standardised approach, in subregulation (8); 
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(iii) the bank's exposure to counterparty credit risk, the exposure amount or 
EAD relating to a particular counterparty shall be equal to the sum of the 
relevant exposure amounts or EADs calculated in respect of each 
relevant netting set relating to the said counterparty; 

(iv) the bank's exposure to counterparty credit risk arising from OTC 
derivative instruments or securities financing transactions, the bank shall 
calculate its required amount of capital and reserve funds relating to any 
delivery-versus-payment transaction and any non-delivery-versus- 
payment or free-delivery transaction in accordance with the relevant 
requirements specified in subregulation (20) below. 

(16) Conditions subject to which an exposure value or €AD of zero may be applied in 
respect of a bank's exposure to counterparty credit risk 

(a) Unless specifically otherwise provided in these Regulations, a bank may in 
respect of its exposure to counterparty credit risk apply an exposure value or 
EAD of zero provided that- 

(i) the said exposure to counterparty credit risk shall relate to- 

(A) an outstanding derivative contract, securities financing transaction 
or spot transaction successfully concluded with a central 
counterparty, such as a clearing house, that is, a bank shall not 
apply an exposure value of zero to any exposure to counterparty 
credit risk arising from a derivative transaction, securities financing 
transaction or spot transaction that has been rejected by the said 
central counterparty, 

(B) a clearing deposit or collateral posted with a central counterparty, 
such as a clearing house, 

provided that in all cases the counterparty exposure of the said central 
counterparty arising from contracts or transactions concluded with all its 
participanls shall be fully collateralized on a daily basis, thereby 
providing protection for the counterparty credit exposures of the said 
central counterparty; 

(ii) the said exposure to counterparty credit risk shall relate to protection 
provided by the reporting bank in the form of a credit-default swap 
contract, which corrtract is held in the bank's banking book, provided 
that the said contra ;t- 

(A) shall be treated similar to a guarantee provided by the reporting 
ban8k and in accordance with the relevant requirements specified 
in subregulations (9)(d), (12)(e) or (l4)(d), as the case may be; 

(B) shall be subject to required capital and reserve funds in respect of 
the contract's full notional amount; 
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(iii) no asset held by a central counterparty as a custodian on behalf of the 
reporting bank shall be subject to any capital requirement for 
counterparty credit risk in terms of these Regulations; 

(iv) the said exposure to counterparty credit risk shall relate to purchased 
credit derivative protection and the reporting bank shall calculate its 
required amount of capital and reserve funds in respect of the hedged 
exposure in accordance with the relevant requirements specified in 
subregulation (1 5)(b)(i) above. 

(17) Method 1: Calculation of counterparty credit exposure in terms of the current 
exposure method 

(a) Matters relating to the exposure amount or €AD 

A bank that adopted the current exposure method for the measurement of the 
bank's exposure to counterparty credit risk- 

shall in respect of each relevant transaction, contract or netting set 
calculate the relevant replacement cost or net replacement cost of the 
said transaction, contract or netting set; 

shall in respect of each relevant netting set multiply the relevant notional 
principle amount with the relevant credit conversion factors specified in 
table 18 below in order to calculate the relevant required add-on 
amount. 

lfive years 1 I 1 I 1 

Table 18 
conversion factor 

may recognise eligible collateral obtained in respect of the bank's 
exposure to counterparty credit risk in accordance with the relevant 
requirements specified in subregulation (9)(b)(iv) read with the 
provisions of subregulation (9)(b)(vii); 

shall in the case of any single name credit derivative contract held in the 
bank's trading book calculate the bank's exposure amount or EAD 
through the application of the relevant potential future exposure add-on 
factors specified in table 19 below. 

Other 
commodities 

10,0% 

12,0% 

One year or 
less 
More than 

Equities 

6,0% 

8,0% 

Precious 
metals 
except 
gold 
7,0% 

7,0% 
one year to 1 

0,0% 

0,5% 

1 ,O% 

5,0% 
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Table 19 
Potential - future exposure a1 

Description1 Protection buyer 

Qualifying2 reference 5% 
obligation 

Non-qualifying reference 10% 

Qualifying2 reference 5% 
obligation 

I ~ o n - ~ u a l i f ~ i n ~  reference I 10% 

i-on factor' 
Protection seller - 

Jobllgatlon - -  i I 
1 Add-on f,actors are not affected by differences in residual matur - 
2. Qualifying shall for purposes of this regulation bear the same meaning as the "qualifying" category 

for the treatment of speciflc risk relating to instruments in terms of the standardised measurement 
method in regulation 28(7). 

3. The protection seller of a credltdefault swap shall be subject to  the add-on factor only when II Is 
subject to closeout upon the insolvency of the protection buyer while the underlying Is still solvent. 
in whlch case the add-on shall be limlted to the amount of any unpaid premlum. 

(v) shall in the case of any qualifying credit derivative instrument held in 
respect of a banking book exposure calculate the bank's required 
amount of capital and reserve funds in accordance with the relevant 
requirements specified in subregulation (9)(d); 

(vi) shall in the case of any- 

(A) first to default credit derivative transaction determine the relevant 
add-on factor based on the lowest credit quality underlying 
instrument in the basket, that is, when the basket contains any 
non-q,ualifying items, the bank shall apply the add-on factor 
relating to the said non-qualifying reference obligation; 

(8) second and subsequent to default credit derivative transaction 
allocate the underlying assets based on the credit quality of the 
assets, that is, the second lowest credit quality shall determine the 
add-on factor in respect of a second to default transaction; 

(vii) may in respect of any OTC derivative transaction or contract subject to 
novation or a legally enforceable bilateral netting agreement recognise 
the effect of the said novation or netting agreement provided that the 
bank shall at all times comply with the relevant requirements specified in 
paragraph (b) below; 

(viii) shall calculate its adjusted exposure amount or EAD through the 
application of the formula specified below, which formula is designed to 
recognise the effect of collateral and any volatility in the amount relating 
to the collateral, and, when relevant, the effect of any legally 
enforceable bilateral netting agreement. The formula is expressed as: 
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E* = (RC + add-on) - CA 

where: 

RC 

Add-on 

is the relevant current replacement cost, or 

when the bank has in place a legally enforceable netting 
agreement that complies with the relevant requirements 
specified in paragraph (b) below, the current net 
replacement cost of the relevant netting set, that is, when 
the bank has in place a legally enforceable netting 
agreement the bank may net off positive market values 
against negative market values in order to calculate a single 
net current exposure for all transactions covered by the said 
netting agreement, subject to a minimum value of zero 

is the estimated amount relating to the potential future 
exposure, or 

when the bank has in place a legally enforceable netting 
agreement that complies with the relevant requirements 
specified in paragraph (b) below, the adjusted add-on 
amount, that is, the add-on amount may be reduced through 
the application of the formula specified below, which formula 
is designed to recognise reductions in the volatility of current 
exposures resulting from netting agreements 

where: 

&el 

4 p s s  

NGR 

is the adjusted add-on for all contracts subject to 
the bilateral netting contract 

is the sum of the gross add-ons for the contracts 
covered by the netting agreement. b,,, is equal to 
the sum of individual add-on amounts, calculated by 
multiplying the relevant notional principal amount 
with the relevant specified add-on factor, of all 
transactions subject to the bilateral netting contract 

is the ratio of the net current exposure of the 
contracts included in the bilateral netting agreement 
to the gross current exposure of the said contracts 
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C A is the volatility adjusted collateral amount calculated in 
accordance with the relevant requirements of the 
comprehensive approach specified in subregulation (9)(b), or 
zero in the absence of eligible collateral, provided that the 
bank shall apply the relevant haircut for currency risk, that is, 
Hfx, when a mismatch exists between the collateral currency 
and the settlement currency. Even when more than two 
currencies are involved in the exposure, collateral and 
settlement currency, the bank shall, based on the frequency 
of mark-to-market, apply a single haircut assuming a 10- 
business day holding period, scaled up as necessary. 

(b) Matters relating to bilateral netting 

A bank that adopted the current exposure method for the measurement of the 
bank's exposure to counterparty credit risk may in the case of OTC 
transactions- 

(i) net transactions subject to novation, in terms of which netting any 
obligation between the bank and its counterparty to deliver a given 
currency cln a given value date is automatically amalgamated with all 
other obliigations for the same currency and value date, legally 
substituting one single amount for the previous gross obligations; 

(ii) net transactions subject to any legally valid form of bilateral netting not 
included in subparagraph (i) above, including any other form of novation, 

provided that in #all cases- 

(A) the bank shall have in place a netting contract or agreement with 
the aaid counterparty which contract or agreement shall create a 
single legal obligation, covering all included transactions, such that 
the bank would have either a claim to receive or obligation to pay 
only the net sum of the positive and negative mark-to-market 
values of the said transactions in the event of counterparty failure 
to perform in accordance with the contractual agreement, 
irrespective whether or not the said failure relates to default, 
bankruptcy, liquidation or similar circumstances; 

(6) the bank shall have in place written and reasoned legal opinions 
conf'irming that in the event of a legal challenge the relevant courts 
and administrative authorities would find the bank's exposure to be 
the aaid net amount in terms of- 

(i) the law of the jurisdiction in ,  which the counterparty is 
incorporated or chartered, and when the foreign branch of a 
counterparty is involved, also in terms of the law of the 
jurisdiction in which the branch is located; 

(ii) the law that governs the individual transactions; and 
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(iii) the law that governs any contract or agreement necessary to 
effect the said novation or netting; 

when a national supervisor or regulator is not satisfied with the 
legal enforceability of the said agreement, neither counterparty 
shall apply netting in respect of the relevant transactions or 
contracts; 

the bank shall have in place robust procedures in order to 
continuously monitor the legal characteristics of the said netting 
agreement for possible changes in relevant law that may affect the 
legal enforceability of the said agreement; 

since the gross obligations are not in any way affected, no 
payment netting agreement, which agreement is designed to 
reduce the operational costs of daily settlements, shall be taken 
into consideration in the calculation of the reporting bank's 
exposure amount, EAD or required capital and reserve funds; 

no contract containing walkaway clauses, that is, any provision 
that permits a nan-defaulting counterparty to make only limited 
payments or no payment at all to the estate of a defaulter, even 
when the defaulter is a net creditor, shall be eligible for netting in 
terms of these Regulations; 

the exposure amount or EAD shall be the sum of the net mark-to- 
market replacement cost, if positive, plus the said add-on amount, 
calculated in accordance with the relevant requirements specified 
in paragraphs (a) above. 

(18) Method 2: Calculation of counterparty credit exposure in terms of the standardised 
method 

(a) Matters relating to the exposure amount or EAD 

A bank that adopted the standardised method for the measurement of the 
bank's exposure to counterparty credit risk- 

(i) shall separately calculate its counterparty credit exposure or EAD 
amount in respect of each relevant netting set through the application of 
the formula specified below. 

The exposure amount or EAD shall be equal to- 

CMV - CMC; 1 
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where: 

CMV 

CMC 

i 

I 

J 

RPT,, 

RPC,, 

CCF, 

P 

i.s the relevant current market value of the relevant portfolio 
of transactions within the netting set with a particular 
counterparty, gross of any collateral, that is, 

lSMVi is the relevant current market value of transaction i 

i8s the relevant current market value of the collateral 
assigned to the relevant netting set, that is, 

CMC = 1 CMC, 
I 

where: 

CMC, is the relevant current market value of collateral I 

is the index designating transaction 

is the index designating collateral 

is the index designating specified hedging sets, which 
hedging sets correspond to risk factors for which risk 
positions of opposite sign may be offset to yield a net risk 
position on which the exposure measure is based 

is the relevant risk position from transaction i with respect to 
hedging set j, that is, for example, a short-term FX forward 
contract with one leg denominated in the domestic currency 
shall be mapped into three risk positions, which is, firstly an 
FX risk position, secondly a foreign currency interest rate 
risk position and finally a domestic currency risk position 

is the risk position from collateral I with respect to hedging 
set j 

is the specified credit conversion factor with respect to the 
hedging set j 

is the beta factor, which beta factor shall be equal to 1.4, 
provided that based on the reporting bank's exposure to 
counterparty credit risk and the related risk factors, the 
Registrar may specify a beta factor higher than 1.4 
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shall in the calculation of the exposure amount or EAD include collateral 
received from a counterparty as a positive amount and collateral posted 
to a counterparty as a negative amount provided that only instruments 
qualifying as eligible collateral in accordance with the relevant provisions 
of subregulation (9)(b)(iv) shall be recognised as eligible collateral in 
terms of the provisions of this subregulation (18); 

shall assign to any risk position that reflects a long position in respect of 
a transaction with a linear risk profile a positive sign, and to any risk 
position that reflects a short position in respect of a transaction with a 
linear risk profile a negative sign; 

shall in the case of an OTC derivative transaction with a linear risk 
profile, such as a forward contract, future contract or swap contract, 
which contract requires an exchange of a financial instrument such as a 
bond, an equity instrument or a commodity against payment, treat the 
payment part of the transaction in accordance with the relevant 
requirements relating to payment legs specified in this subregulation 
(1 8); 

shall in the case of transactions that require the exchange of payment 
against payment, such as an interest-rate swap contract or foreign- 
exchange foward contract, identify the relevant payment legs of the 
contract, which payment legs shall be represented by the contractually 
agreed gross payments, including the notional amount of the 
transaction, provided that for purposes of calculating the bank's 
exposure to counterparty credit risk- 

(A) the bank may in the case of payment legs with a remaining 
maturity of less than one year disregard any relevant interest rate 
risk; 

(B) the bank may treat transactions that consist of two payment legs 
denominated in the same currency, such as an interest-rate swap 
contract, as a single aggregate transaction; 

shall in the case of transactions with linear risk profiles with equity, 
equity indices, gold, other precious metals or other commodities as the 
underlying financial instruments, map- 

(A) the relevant component of the transaction to a risk position in the 
relevant equity, equity index or commodity hedging set, which 
commodity hedging set may relate to gold or other precious 
metals; 

(6) the relevant payment leg of the transaction to an interest rate risk 
position within the appropriate interest rate hedging set, provided 
that when the payment leg is denominated in a foreign currency 
the bank shall also map the relevant component of the transaction 
to a foreign exchange risk position in the relevant currency; 
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(vii) shall in the case of transactions with linear risk profiles with a debt 
instrument such as a bond or loan as the underlying instrument, map 
the relevant transaction to an interest rate risk position with one risk 
position in respect of the relevant debt instrument and another risk 
position in respect of the payment leg provided that- 

(A) any transaction with a linear risk profile that requires an exchange 
of payment against payment, including any relevant foreign 
exchange forward contract, shall be mapped to an interest rate 
risk position in respect of each of the relevant payment legs; 

(B) when the underlying debt instrument is denominated in a foreign 
currency, the bank shall map the relevant debt instrument to a 
foreign exchange risk position in the relevant currency; 

(C) when a payment leg is denominated in a foreign currency, the 
bank shall map the relevant payment leg to a foreign exchange 
risk position in the said currency, that is, the bank, for example, 
shall map a short-term FX forward contract with one leg 
denominated in domestic currency into three risk positions, which 
is, firstly an FX risk position, secondly a foreign currency interest 
rate risk position and finally a domestic currency risk position; 

(D) the bank shall assign to any foreign-exchange basis swap 
transaction an exposure amount or EAD of zero; 

(viii) shall determine the size and sign of all relevant risk positions in 
accordance with the relevant formulae and requirements specified in 
paragraph (b) below provided that in the case of- 

(A) any transaction with a non-linear risk profile in respect of which the 
reporting bank is unable to determine the required delta value; or 

(B) any payment leg or transaction with a debt instrument as the 
underlying instrument and in respect of which payment leg or 
transaction the reporting bank is unable to determine the required 
modified duration, 

through the application of the bank's internal model approved by the 
Registrar for the measurement of the bank's exposure to market risk, 
the Registrar may determine the size of the relevant risk position or 
require the bank to instead use the current exposure method provided 
that in the said cases the reporting bank shall not apply any netting and 
shall determine the relevant exposure amount or EAD as if the netting 
set comprised of only the said individual transaction; 
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(ix) shall group all relevant risk positions into the appropriate hedging sets 
specified in paragraph (c) below provided that in respect of each 
relevant hedging set the reporting bank- 

(A) shall calculate the absolute amount of the sum of the relevant risk 
positions, which sum shall constitute the net risk position and in 
the formula specified in subparagraph (i) above be represented by 
the variable- 

(B) shall in the case of option contracts include in the relevant net risk 
position any sold option that may increase the current market 
value of the relevant netting set; 

(x) shall in respect of the net risk position relating to a specific hedging set 
apply the relevant credit conversion factors specified in paragraph (d) 
below provided that in the case of- 

(A) any transaction with a non-linear risk profile in respect of which the 
reporting bank is unable to determine the required delta value; or 

(6) any payment leg or transaction with a debt instrument as the 
underlying instrument and in respect of which payment leg or 
transactcon the reporting bank is unable to determine the required 
modified duration, 

through the applica!ion of the bank's internal model approved by the 
Registrar for the measurement of the bank's exposure to market risk, 
the Registrar may determine the relevant credit conversion factor 
relating to the relevant risk pos~tion or require the bank to instead use 
the current exposure method provided that in the said cases the 
reporting bank shali not apply any netting and shall determine the 
relevant exposure amount or EAD as if the netting set comprised of only 
the said individual transaction. 

(b) Further matters relating to the size and sign of an exposure amount or EA D 

In respect of any bank that adopted the standardised method for the 
measurement of the bank's exposure to counterparty credit risk, the size of a 
risk position aris~ng from- 

(i) any instrument other tnan a debt instrument, which risk position relate to 
a transaction with a linear risk profile, shall be the effective notional 
value, that is, the relevant market price multiplied by the relevant 
quantity, of the relevant underlying financial instrument, which 
instrument may include a commodity, converted to the bank's domestic 
currency; 
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a debt instrument, and the payment legs of all transactions, shall be the 
effective notional value of the outstanding gross payments, including the 
notional amount, converted to the bank's domestic currency, multiplied 
by the modified duration of the relevant debt instrument or payment leg; 

a credit-default swap, shall be the notional value of the relevant 
reference debt instrument multiplied by the remaining maturity of the 
said credit-default swap; 

an OTC derivative instrument with a non-linear risk profile, including 
options and swaptions, shall be the delta equivalent effective notional 
value of the relevant financial instrument underlying the transaction 
provided that the underlying financial instrument is an instrument other 
than a debt instrument: 

an OTC derivative instrument with a non-linear risk profile, including 
options and swaptions, in respect of which instrument the underlying is a 
debt instrument or payment leg, shall be the delta equivalent effective 
notional value of the relevant financial instrument or payment leg 
multiplied by the modified duration of the relevant debt instrument or 
payment leg, 

provided that the reporting bank may use the formulae specified below in 
order to determine the size and sign of a specific risk position. 

(A) In the case of all instruments other than debt instruments, through 
the application of the formula specified below. 

The effective notional value or delta equivalent notional value shall 
be equal to- 

av 
Pret - 

d p  

where: 

Pref 

v 

P 

is the relevant price of the underlying instrument, 
expressed in the reference currency 

is the relevant value of the financial instrument, that is, 
in the case of an option contract, the option price, and 
in the case of a transaction with a linear risk profile, the 
value of the underlying instrument itself 

is the price of the underlying instrument, expressed in 
the same currency as v 
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(B) In the case of 311 debt instruments, and the payment legs of all 
transactions, through the application of the formula specified 
below. 

Effective notional value multiplied by the modified duration, or 

Delta equivalent in notional value multiplied by the modified 
duration 

where: 

v is the relevant value of the financial instrument, that is, 
in the case of an option contract, the option price, and 
in the case of a transaction with a linear risk profile, the 
value of the underlying instrument itself or of the 
relevant payment leg 

Provided that when "v" is denominated in a currency 
other than the reference currency, the bank shall 
convert the derivative into the reference currency by 
multiplying the relevant amount with the relevant 
exchange rate 

r is the relevant interest level 

(c) Matters relating to hedging sets 

A bank that adopted the standardised method for the measurement of the 
bank's exposure to counterparty credit risk- 

(i) shall in the case of any interest rate position arising from debt 
instruments of iow specific risk, that is, any debt instrument subject to a 
specific risk capital requirement of 1.6 per cent or lower in terms of the 
relevant requirements relating to the standardised approach for market 
risk envisaged in regulation 28(4) read with the relevant requirements 
specified in regulation 2.8(7), and in respect of each relevant currency, 
map the relevant position into one of six hedging sets specified in table 
20 below, provided that- 

(A) the bank shsil assign relevant interest rate positions arising from 
the paynvxi legs to the same hedging sets as interest rate risk 
positions from debt instruments of low specific risk; 

(6) the bank shall assign interest rate positions arising from money 
deposits received from a counterparty as collateral to the same 
hedging sets as interest rate risk positions from debt instruments 
of low specific risk; 
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(C) in the case of any underlying debt instrument such as a floating 
rate note, or payment legs such as floating rate legs relating to 
interest swaps, in respect of which the interest rate is linked to a 
reference interest rate that represents a general market interest 
level such as a government bond yield, a money market rate or 
swap rate, the bank shall base the rate adjustment frequency on 
the length of the time interval up to the next re-adjustment of the 
reference interest rate. Otherwise, the remaining maturity shall be 
the remaining life of the underlying debt instrument or, in the case 
of any payment leg, the remaining life of the transaction; 

(0) there shall be one hedging set in respect of each relevant issuer of 
a reference debt instrument that underlies a credit-default swap; 

(E) there shall be one hedging set in respect of each relevant issuer of 
a debt instrument of high specific risk, that is, any debt instrument 
subject to a specific risk capital requirement of more than 1,6 per 
cent in terms of the relevant requirements relating to the 
standardised approach for market risk envisaged in regulation 
28(4) read with the relevant requirements specified in regulation 
28(7), or when deposits are placed as collateral with a 
counterparty with no debt obligations outstanding of low specific 
risk; 

(F) when a payment leg emulates a debt instrument of high specific 
risk, such as a total-return swap contract with one leg emulating a 
bond, there shall be one hedging set in respect of each relevant 
issuer of the said reference debt instrument provided that the 
reporting bank may assign risk positions that arise from debt 
instruments relating to a specific issuer or from reference debt 
instruments of the same issuer that are emulated by payment legs 
or that underlie a credit-default swap to the same hedging set, 

which hedging sets shall be defined per currency, based on a 
combination of- 

(i) the nature of the reference interest rate, that is, a sovereign 
rate or a rate other than a sovereign rate; 

(ii) the remaining maturity or rate adjustment frequency of the 
relevant instrument, that is, one year or less, more than one 
year to five years, and more than five years, as specified in 
table 20 below. 
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(ii) shall in the case of underlying financial instruments other than debt 
instruments, such as equity instruments, precious metals or 
commodities, assign the relevant instrument to the same hedging set 
only when the said instruments are identical or similar instruments, 
where similar instruments in the case of- 

Table 20 
Hedging sets for interest rate risk positions, per currency 

(A) equity instruments mean instruments issued by the same issuer 
provided that the reporting bank shall treat an equity index as a 
separate issuer; 

Remaining maturity or Sovereign- 
rate-adjustment referenced interest 

rates 
X 
X 

X 

(B) precious metals mean instruments relating to the same metal 
provided that the reporting bank shall treat a precious metal index 
as a separate precious metal; 

Non-sovereign 
referenced interest 

rates 
X 
X 

X 

(C) commodities mean instruments relating to the same commodity 
provided that the reporting bank shall treat a commodity index as a 
separate commodity; 

(D) electric power include delivery rights and obligations that relate to 
the same peak or offpeak load time interval within any relevant 24 
hour interval. 

(d) Matters relating to credit co;~version factors 

In respect of the net risk position relating to a specific hedging set, a bank that 
adopted the standardised method for the measurement of the bank's 
exposure to counterparty credit risk shall in the case of- 

(i) a net risk position arising from a debt instrument or reference debt 
instrument apply a credit conversion factor of- 

(A) 0.6 per cent when the risk position relates to a debt instrument or 
reference debt instrument of high specific risk; 

(6) 0.3 per cent when the risk position relates to a reference debt 
instrument that underlies a credit-default swap, which instrument is 
of low specific risk; 
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(C)  0.2 per cent when the risk position relates to a net position other 
than a position envisaged in item (A) or (B) above. 

(ii) underlying financial instruments other than debt instruments, and in 
respect of foreign exchange rates, apply the credit conversion factors 
specified in table 21 below. 

Table 21 

commodities 
excluding 

(iii) underlying instruments of OTC derivative instruments, which 
instruments are not included in any one of the categories specified in 
subparagraph (i) or (ii) above, apply to the relevant notional equivalent 
amount a credit conversion factor of 10 per cent provided that the 
reporting bank shall assign the said instrument to a separate individual 
hedging set in respect of each relevant category of underlying 
instrument. 

( 1  9) Method 3: Calculation of counterparty credit exposure in terms of the internal model 
method 

(a) Matters relating to the exposure amount or EAD 

A bank that obtained the approval of the Registrar to adopt the internal model 
method for the measurement of the bank's exposure to counterparty credit 
risk- 

(i) shall calculate its counterparty credit exposure or EAD amount at the 
level of each relevant netting set and through the application of the 
formulae specified below. 

Exposure amount or EAD = a x EEPE 

where: 

EAD is the relevant exposure amount or exposure at default 

is an alpha factor, which alpha factor shall be equal to 
1.4 provided that- 

(A) based on the reporting bank's exposure to 
counterparty credit risk and the related risk 
factors, the Registrar may specify a higher alpha 
factor, which related risk factors may include low 
granularity of counterparties, high exposures to 
general wrong-way risk or high correlation of 
market values across counterparties; 
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EEPE 

(€3) subject to the prior written approval of the 
Registrar and in accordance with the relevant 
requirements specified in paragraph (b) below, 
the bank may estimate its own alpha factor 

is the effective expected positive exposure, which 
effective expected positive exposure is the weighted 
average effective expected exposure during the first 
year of future exposure calculated across possible 
future values of relevant market risk factors such as 
interest rates or foreign exchange rates and in 
accordance with the formula specified below provided 
that when all contracts in the relevant netting set 
mature before one year, effective expected positive 
exposure shall be the weighted average of effective 
expected exposure until all contracts in the netting set 
mature 

mir+(j year, maturity) 

Effective EPE = effective EEtk x Atk 
k= 1 

where: 

EE is the expected exposure amount estimated by the 
bank's internal model at the relevant series of future 
dates 

and 

the weights dfk - ,'k - t,-, make provision for the cases when future 
exposure is calculated at dates that are not equally spaced over time 

effective expected exposure shall be calculated recursively through 
the application of the formula specified below 

Effective EEtk = max (effective EEtk-I, EEtk) 

where: 

current date sha!l be denoted by to 

and 

Effective EEto shall be equal to the current exposure 

(ii) shall calculate an expected exposure amount or peak exposure amount 
based on a distribution of exposures that accounts for any non-normality 
in the said distribution of exposures, including any leptokurtosis, that is, 
fat tails; 
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(iii) may, subject to the prior written approval of and such conditions as may 
be specified in writing by the Registrar, instead of calculating the 
exposure amount or EAD by multiplying effective expected positive 
exposure with the specified alpha factor specified in subparagraph (i) 
above, use a more conservative measure than effective expected 
positive exposure, such as a VaR model for counterparty exposure or 
another measure based on peak exposure instead of average exposure; 

(iv) may in the calculation of its counterparty credit exposure or EAD apply 
any form of internal model, including a simulation model or analytical 
model, provided that- 

(A) the said internal model adopted by the reporting bank shall specify 
the forecasting distribution for changes in the market value of a 
netting set attributable to changes in market variables such as 
interest rates or foreign exchange rates, which forecasting 
distribution for changes in the market value of a netting set may 
include eligible financial collateral specified in subregulation 
(9)(b)(iv) provided that the bank shall in respect of the said 
collateral comply with the relevant quantitative, qualitative and 
data requirements relating to the internal model method, specified 
in this subregulation (19); 

(B) in respect of each relevant future date and based on the changes 
in the market variables, the model shall compute the bank's 
exposure to counterparty credit risk relating to a particular netting 
set: 

(C)  in the case of a counterparty subject to a margining agreement, 
the model may >capture future movements in the value of 
collateral: 

(D) to the extent that the reporting bank recognises collateral in the 
estimation of an exposure amount or EAD via current exposure, 
the bank shall not recognise the said benefit of collateral in its 
estimates of LGD, that is, the bank shall apply an LGD ratio of an 
otherwise similar uncollateralised facility when the bank 
recognises the value of collateral obtained in the estimation of an 
exposure amount or EAD; 

(E) the bank shall at all times comply with the relevant requirements 
specified in paragraph (f) below. 

(v) shall determine the effective maturity relating to a particular netting set 
in accordance with the relevant requirements specified in paragraph (c) 
below; 

(vi) shall not in the calculation of its exposure amount or EAD apply any 
cross-product netting otherwise than in accordance with the relevant 
requirements specified in paragraph (d) below. 
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(vii) shall in respect of any netting set subject to margining calculate the 
relevant exposure in accordance with the relevant requirements 
specified in paragraph (e) below; 

(viii) may in respect of any OTC derivative transaction or contract subject to 
novation or a legally enforceable bilateral netting agreement recognize 
the effect of the said novation or netting agreement in accordance with 
the relevant requirements specified in subregulation (17) above. 

(b) Matters relating to own estimates of alpha 

Subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar, a bank that adopted the internal model 
method for the measurement of the bank's exposure to counterparty credit 
risk may calculate its own internal estimates of alpha provided that- 

(i) the alpha factor shall in no case be less than 1.2, that is, any internally 
estimated alpha factor shall be subject to an absolute minimum of 1.2; 

(ii) alpha shall constitute a ratio, calculated as- 

(A) economic cagital derived from a joint simulation of all relevant 
market and credit risk factors relating to counterparty exposure 
across all relevant counterparties, as the numerator; divided by 

(6) economic capital based on expected positive exposure, as the 
denominator, 

(iii) any internal estimate of alpha shall take into account the granularity of 
the relevant exposures; 

(iv) the bank- 

(A) shall comply with all relevant operating requirements relating to 
internal estimates of expected positive exposure specified in 
paragraph (f) below; 

(8 )  shall demonstrate to the satisfaction of the Registrar that its 
internal estimate of alpha captures in the numerator the material 
sources of stochastic dependency of distributions of market values 
of transactions or portfolios of transactions across counterparties, 
such as the correlation of defaults across counterparties and 
between market risk and default; 

(C) shall in respect of the denominator, apply expected positive 
exposure ir; a manner similar to a fixed outstanding loan amount; 

(D) shall ensure that the numerator and denominator of alpha are 
calculated in a consistent manner with respect to the modelling 
methodology, parameter specifications and portfolio composition; 
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(E) shall ensure that the approach applied by the bank in order to 
determine alpha is based on the internal economic capital 
approach adopted by the bank, which approach- 

(i) shall be duly documented; 

(ii) shall be subject to independent validation. 

(F) shall frequently review its internal estimates of alpha, but in no 
case less frequently than once a quarter or more frequently when 
the composition of the relevant portfolio varies over time; 

(G) shall continuously assess its model risk; 

(v) when appropriate, any volatility and correlation of market risk factors 
used in the joint simulation of market risk and credit risk shall be 
conditioned on the credit risk factor in order to reflect potential increases 
in volatility or correlation in an economic downturn situation. 

(c) Matters relating to ef fect ive  maturity 

A bank that obtained the approval of the Registrar to adopt the internal model 
method for the measurement of the bank's exposure to counterparty credit 
risk shall in the case of- 

(i) a netting set in respect of which the original maturity of the longest- 
dated contract contained in the said netting set is equal to or exceeds 
one year, calculate the effective maturity of the relevant exposure 
through the application of the formula specified below, instead of the 
formula specified in subregulation (13)(d)(ii)(B), provided that subject to 
the prior written approval of and such conditions as may be specified in 
writing by the Registrar, a bank that uses an internal model, amongst 
other things, to calculate a one-sided credit valuation adjustment relating 
to its counterparty credit exposure may apply the effective credit 
duration estimated by the bank in respect of the said exposure instead 
of the effective maturity calculated in accordance with the formula 
specified below. 

lA .4yaar malurily 

Effective EE, x At, x df,  + EE, x At, x df, 
M=?' I, 'lyear 

I ,  clvear 

" 2 Effective EEk x At, x df, 
k i 

where: 

is the effective maturity, which effective maturity shall be 
subject to a maximum of five years 

is the risk-free discount factor relating to future time period tk 
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(ii) a netting set in respect of which all contracts have an original maturity of 
less than one year, other than any short-term exposure as envisaged in 
subparagraph (iii) below, calculate the effective maturity of the relevant 
exposure in accordance with the formula and requirements specified in 
subregulation (13)(d)(ii)(B) provided that the bank shall in respect of the 
said exposures apply a maturity floor equal to one year; 

(iii) any short-term exposure calculate the effective maturity of the relevant 
exposure in accordance with the formula and requirements specified in 
subregulation (1 3)(d)(ii)(B)(ii). 

(d) Matters relating to cross-product netting 

(i) A bank that obtained the approval of the Registrar to adopt the internal 
model method for the measurement of the bank's exposure to 
counterparty credit risk may include in a particular netting set relating to 
a particular counterparty any exposure arising from a securities 
financing transaction or both a securities financing transaction and an 
OTC derivative contract provided that- 

(A) in all cases the bank shall have in place a legally sound bilateral 
netting agreement, which agreement shall comply with the 
relevant requirements and criteria specified in subparagraph (ii) 
below; 

(B) at all times, the bank shall comply with such procedural 
requirements or additional requirements as may be specified in 
writing by the Registrar. 

(ii) Legal and operational criteria 

A bank that wishes to include in a netting set relating to a particular 
counterparty, exposures that arise from securities financing transactions 
or both securities financing transactions and OTC derivative contracts 
shall have in place a legally sound written bilateral netting agreement 
with the said counterparty, which agreement shall create a single legal 
obligation covering all relevant bilateral master agreements and 
transactions, such that the bank would have either a claim to receive or 
obligation to pay only the net sum of the relevant positive and negative 
close-out amounts and mark-to-market values in the event of any failure 
of the counterparty to perform in accordance with the said transactions, 
contracts or agreements, irrespective whether or not the said failure 
relates to default, bankruptcy, liquidation or similar circumstances 
provided that- 
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(A) the bank shall have in place written and reasoned legal opinion 
that conclude with a high degree of certainty that in the event of 
legal challenge the relevant courts or administrative authorities 
would find the bank's exposure in terms of the said cross-product 
netting agreement to be the cross-product net amount under the 
laws of all relevant jurisdictions- 

(i) which legal opinions- 

(aa) as a minimum, shall address the validity and 
enforceability of the said cross-product netting 
agreement under its terms and the impact of the cross- 
product netting agreement on the material provisions 
of any included bilateral master agreement; 

(bb) shall generally be recognised in all relevant 
jurisdictions or communities. 

(ii) which laws of all relevant jurisdictions include- 

(aa) the law of the jurisdiction in which the counterparty is 
chartered or incorporated and if the foreign branch of a 
counterparty is involved, the law of the jurisdiction in 
which the branch is located; 

(bb) the law that governs the relevant individual 
transactions; 

(cc) the law that governs any contract or agreement 
necessary to effect the netting. 

(6) the bank shall have in place robust internal procedures to verify, 
prior to including a transaction in a netting set, that the transaction 
is covered by legal opinions that comply with the aforesaid criteria; 

(C) the bank shall regularly update all relevant legal opinions in order 
to ensure continued enforceability of the cross-product netting 
agreement in light of any possible changes in relevant law; 

(D) the cross-product netting agreement shall not contain any 
walkaway clause, that is, any provision that permits a non- 
defaulting counterparty to make only limited payments or no 
payment at all to the estate of the person that defaulted, even 
when the defaulting person is a net creditor; 
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(E) each relevant bilateral master agreement and transaction included 
in a cross-product netting agreement shall continuously comply 
with any relevant legal requirement specified in these Regulations 
that may have an impact on the legal recognition or enforceability 
of the said bilateral agreement, contract or transaction; 

(F) the reporting bank shall duly maintain record of all relevant and 
required documentation; 

(G) the reporting bank shall aggregate the relevant credit risk amounts 
relating to each relevant counterparty in order to obtain the single 
legal exposure amount across products and transactions covered 
by the cross-product netting agreement, which aggregated 
amount, amongst other things, shall form part of the bank's risk 
management processes relating to credit risk, credit limits and 
economic capital; 

(H) the reporting bank shall demonstrate to the satisfaction of the 
Registrar that the bank effectively integrates the risk-mitigating 
effects of cross-product netting into its risk management and other 
information technology systems. 

(e) Matters relating to margin agreements 

When- 

(i) a particular netting set is subject to a margin agreement and the 
reporting bank's internal model is able to capture the effect of margining 
in its estimation of expected exposure, the bank may apply for the 
approval of the Registrar to use the said estimated expected exposure 
amount directly in the formula relating to effective expected exposure, 
specified in paragraph (a) above; 

(ii) a particular counterparty exposure is subject to a margin agreement and 
the reporting bank's model is able to calculate expected positive 
exposure without margin agreements but the model is not sufficiently 
sophisticated to calculate expected positive exposure with margin 
agreements, the effective expected positive exposure of a counterparty 
that is subject to a margin agreement shall be deemed to be equal to 
the lesser of- 

(A) the threshold, when positive, in terms of the relevant margin 
agreement plus an add-on amount that reflects the potential 
increase in exposure during the margin period of risk, which add- 
on amount shall be equal to the expected increase in the netting 
set's exposure amount during the margin period of risk, beginning 
with a current exposure amount of zero, that is, the add-on 
amount shall be equal to the expected exposure amount at the 
end of the margin period of risk, assuming a current exposure 
amount of zero, which expected exposure amount shall be equal 
to the effective expected exposure amount since no roll-off of 
transactions is included in the specific calculation of expected 
exposure, provided that a floor of- 
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(i) five business days margin period of risk shall apply in 
respect of netting sets consisting solely of repo-style 
transactions subject to daily re-margining and daily mark-to- 
market; 

(ii) ten business days margin period of risk shall apply to all 
netting sets other than repo-style transactions subject to 
daily re-margining and daily mark-to-market. 

(B) the effective expected positive exposure amount without a margin 
agreement. 

Provided that the requirements specified in subregulation (7)(b)(iii) regarding 
legal certainty, documentation, correlation and a robust risk management 
process shall, insofar as the said provisions are relevant, mutatis mutandis 
apply in respect of all relevant margin agreements. 

(f) Matters relating to model validation and operational requirements 

A bank that wishes to adopt the internal model method for the measurement 
of the bank's exposure to counterparty credit risk by estimating expected 
positive exposure, that is, a bank that wishes to apply its EPE model, shall in 
addition to such requirements as may be specified in writing by the Registrar 
comply with- 

(i) the qualitative requirements specified in regulation 39(8), which 
qualitative requirements include matters relating to- 

(A) the bank's EPE model; 

(B) board and senior management oversight and involvement; 

(C) an independent risk control function or unit; and 

(D) backtesting. 

(ii) the operational requirements specified in regulations 39(9) to 39(12), 
which operational requirements include matters relating to- 

(A) the use test; 

(0) stress testing; 

(C) the identification of wrong-way risk; and 

(D) internal controls and model integrity. 
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(20) Specific maffers relating to delivery-versus-payment transactions, and non-delivery- 
versus-payment or free-delivery transactions 

(a) A bank shall in respect of- 

(0 

(ii) 

any delivery-versus-payment transaction, that is, any transaction settled 
through a delivery-versus-payment systern- 

(A) which system makes provision for the simultaneous exchanges of 
securities for cash, including payment versus payment; 

(B) which transaction exposes the reporting bank to a risk of loss 
equal to the difference between the transaction valued at the 
agreed settlement price and the transaction valued at current 
market price, that is, the positive current exposure amount; 

(C) which transaction may include- 

( i )  the settlement of commodities; 

(ii) the settlement of foreign exchange; 

(iii) the settlement of securities; 

(iv) settlement through a licensed exchange, which transactions 
are subject to daily mark-to-market, payment of daily 
variation margins and involve a mismatched trade; 

any non-delivery-versus-payment or free-delivery transaction, that is, 
any transaction in respect of which cash is paid out without receipt of the 
contracted receivable, which receivable may include a security, foreign 
currency, gold or a commodity, or conversely, any transaction in respect 
of which deliverables were delivered without receipt of the contracted 
cash payment, which transaction exposes the reporting bank to a risk of 
loss equal to the full amount of the cash amount paid or deliverables 
delivered, 

calculate its required amount of capital and reserve funds in accordance with 
the relevant requirements specified in paragraph (b) below provided that- 

(A) the provisions of this subregulation (20) shall not apply- 

(i) to any repurchase agreement, resale agreement, securities 
lending transaction or securities borrowing transaction that 
has failed to settle. 

(ii) to any forward contract or one-way cash payment due in 
respect of an OTC derivative transaction, 
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which agreement, contract or transaction shall be subject to the 
relevant requirements specified in subregulations (1 6) to (1 9) 
above, or subregulations (6) to (1 4); 

(6) in the case of a system wide failure of a settlement or clearing 
system, the Registrar may, subject to such conditions as may be 
specified in writing by the Registrar, exempt a bank from the 
requirements specified in paragraph (b) below; 

(C)  a failure of a counterparty to settle a trade as envisaged in this 
subregulation (20) will not necessarily fall within the ambit of 
default for the purpose of measuring the reporting bank's 
exposure to credit risk as envisaged in this regulation 23. 

(b) Minimum required amount of capital and reserve funds 

A bank shall in the case of- 

(i) any delivery-versus-payment transaction in respect of which payment 
has not taken place in the period of five business days after the 
contracted settlement date calculate its required amount of capital and 
reserve funds by multiplying the relevant positive current exposure 
amount with the relevant percentage specified in table 22 below. 

Table 22 
of working days after 1 Risk multiplier 

the contracted settlement date -1 
From 5 to 15 
From - 16 to 30 
From 31 to 45 -- I--- -- 46 - or more 100% 75% 

(ii) any non-delivery-versus-payment or free-delivery transaction, after the 
first contractual date relating to payment or delivery when the relevant 
second leg has not been received at the end of the relevant business 
day, treat the relevant payment made as a loan exposure, that is, a bank 
that adopted- 

(A) the IRE3 approach shall calculate its risk-weighted exposure and 
related required amount of capital and reserve funds in 
accordance with the relevant formulae and requirements specified 
in subregulations (1 I) and (1 3); 

(6) the standardised approach shall calculate its risk-weighted 
exposure and related required amount of capital and reserve 
funds in accordance with the relevant requirements specified in 
subregulations (6) and (8), 
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provided that- 

(i) when the relevant exposure amount is not material, the 
reporting bank may choose to apply a risk weight of 100 per 
cent to the said exposure amount; 

(ii) when five business days have lapsed following the second 
contractual payment or delivery date and the second leg has 
not effectively taken place, the bank that made the first 
payment leg shall deduct from its primary capital and reserve 
funds the full amount of value transferred plus any relevant 
replacement cost until the said second payment or delivery 
leg is effectively made; 

(iii) when determining a risk weight in respect of any failed free- 
delivery exposure, a bank that adopted- 

(aa) the IRB approach for the measurement of the bank's 
exposure to credit risk may in respect of a counterparty 
in respect of which the bank has no other banking 
book exposure assign a PD ratio, based on the 
relevant counterparty's external rating; 

(bb) the advanced IRB approach for the measurement of 
the bank's exposure to credit risk may apply an LGD 
ratio of 45 per cent, in lieu of estimating an LGD ratio, 
provided that the bank shall apply the said ratio to all 
failed trade exposures; or 

(cc) tha IRB approach for the measurement of the bank's 
exposure to credit risk may apply the risk weights 
specified in the standardised approach, in 
subregulation (8) or a risk weight of 100 per cent. 

(21) EXPECTED LOSS 

A bank that adopted the IRB approach for the measurement of the bank's exposure 
to credit risk shall calculate an aggregate amount in respect of the bank's expected 
losses, which aggregate expected loss amount- 

(a) shall exclude any expected losses in respect of- 

(i) the bank's equity exposures subject to the PDILGD approach prescribed 
in regulation 31(5)(c); 

(ii) credit exposures resulting from a securitisation scheme; 

(b) shall be determined by multiplying the expected loss ratio relating to a 
particular credit exposure with the relevant EAD amount; 
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(c) shall in the case of- 

(i) credit exposures relating to corporate institutions other than specialised 
lending mapped into the standardised risk grades specified in 
subregulation ( I  l)(d)(iii)(C), sovereigns, banks and the bank's retail 
portfolios, which exposures- 

(A) are not in default, and 

(B) do not constitute protected exposures or eligible exposures 
subject to the double default approach, 

be calculated by multiplying the exposure's relevant PD ratio with its 
LGD ratio; 

(ii) credit exposures relating to corporate institutions, sovereigns, banks and 
the bank's retail portfolios, which exposures are in default, be calculated 
by estimating the expected loss amount through the application of the 
relevant LGD ratio; 

(iii) exposures relating to specialised lending mapped into the standardised 
risk grades specified in subregulation (Il)(d)(iii)(C), excluding 
exposures relating to high-volatility commercial real estate, be 
calculated by multiplying the relevant EAD amount with the minimum 
required capital adequacy ratio prescribed in accordance with the 
relevant provisions of regulation 38(8)(b), and the risk weights specified 
in table 23 below. 

(iv) exposures relating to hig h-volatility commercial real estate mapped into the 
standardised risk grades specified in subregulation ( I  l)(d)(iii)(C), be 
calculated by multiplying the relevant EAD amount with the minimum 
required capital adequacy ratio prescribed in accordance with the relevant 
provisions of regulation 38(8)(b), and the risk weights specified in table 24 
below. 

Table 24 -- 

(v) other exposures, including any protected exposure or eligible exposure 
subject to the double default approach, be deemed to be equal to nil. 
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(22) CREDIT IMPAIRMENT 

(a) As a minimum, every bank- 

(i) shall have in place a sufficiently robust system for the calculation of credit 
impairment in accordance with the relevant requirements specified in 
Financial Reporting Standards issued from time to time; 

(ii) shall base its decisions in respect of credit impairment primarily on an 
assessment of the recoverability of individual on-balance-sheet and off- 
balance-sheet items or portfolios of items with similar characteristics, such 
as credit card receivables; 

(iii) shall identify and recognise impairments in on-balance-sheet and off- 
balance-sheet items when it is probable that the bank will not be able to 
collect, or there is no longer a reasonable assurance that the bank will 
collect, all amounts due according to the contractual terms of the written 
agreement. 

(b) When the Registrar is of the opinion that the policies and procedures applied by 
a bank during its assessment of asset quality and related credit impairment are 
inadequate, the Registrar may require the relevant bank to raise a specified 
credit impairment amount against potential credit losses, for example, by 
requiring in writing the said bank to transfer a specified amount from retained 
earnings or distributable reserves to a non-distributable reserve. 

(c) Standardised approach 

A bank that- 

(i) adopted the standardised approach for the measurement of a portion of its 
exposure to credit risk shall determine the relevant portion of any general 
allowance for credit impairment that relate to the credit exposures 
measured in terms of the standardised approach, that is, the bank shall 
allocate its general allowance for credit impairment on a pro-rata basis 
based on the proportion of risk-weighted credit exposure subject to the 
standardised approach; 

(ii) makes exclusive use of the standardised approach to determine its risk- 
weighted credit exposure shall attribute the relevant total amount of general 
allowance for credit impairment raised to the standardised approach; 
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(ili) adopted the standardised approach for the measurement of its exposure to 
credit risk may include in secondary unimpaired reserve funds, up to a 
maximum amount of 1.25 per cent of the bank's relevant risk-weighted 
credit exposure, the after tax amount of any relevant general allowance for 
credit impairment. 

(d) IRE approach 

A bank that- 

(A) makes exclusive use of the IRB approach to determine its risk- 
weighted credit exposure shall attribute to eligible provisions the 
aggregate amount of any relevant general allowance raised for credit 
impairment; 

(B) adopted the IRB approach for the measurement of the bank's 
exposure to credit risk shall deduct from its eligible provisions the 
aggregate amount relating to expected loss calculated in accordance 
with the relevant requirements specified in subregulation (21) above, 
provided that when the aggregate amount relating to expected losses- 

(i) exceeds the bank's eligible provisions, the bank shall in 
accordance with the relevant requirements specified in 
subregulation (I l)(q) deduct from its capital and reserve funds 
the said excess amount; 

(ii) is less than the bank's eligible provisions, the bank may include 
in secondary unimpaired reserve funds, in item 75 of the form 
BA 700, up to a maximum amount of 0.6 per cent of the bank's 
relevant risk weighted exposure amount, or such a lower 
percentage as may be specified in writing by the Registrar, the 
relevant after tax surplus amount; 

Subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar, a bank that adopted both the 
standardised approach and the IRB approach for the measurement of the 
bank's risk-weighted credit exposure may apply the bank's internal methods 
to allocate any general allowance for credit impairment for recognition in 
capital under either the standardised or IRB approach. 
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(23) Instructions relating to the completion of the monthly form BA200 are furnished with 
reference to the headings and item descriptions of specified columns and line items 
appearing on form BA200, as follows: 

Items relating to the summary of selected credit risk related information: 
itandardised apprc 

Item number 
~ c h  - 

- Description 
Impaired advances 

This item shall reflect the aggregate amount of impaired 
advances. 

As a mil~iminm, an advance is considered to be impaired when 
objective evidence exists that the bank is unlikely to collect the 
total amount due. 
-.- - 
Assets bought-in 

These items shall reflect the on-balance sheet carrying value of 
assets bought-in during the preceding five years to protect an 
investment, including a loan or advance, which asset has not 
been d=sed of at the end of the reporting period. 
Credit impairment 

These items shall reflect the relevant required aggregate 
amounts of specific credit impairments and portfolio credit 
impairments raised by the reporting bank in accordance with the 
relevant requirements specified in financial reporting standards 
issued from .- time to time. 
Total gross credit exposure 

This item shall reflect the relevant required gross amount ol 
credit exposure before the application of credit risk mitigation 
and any .- relevant - -- -. - credit conversion factor. 
Credit exposure value post credit risk mitigation 

This item shall reflect the relevant required aggregate amount 01 
gross credit exposure after the effect of any relevant credit risk 
mitigation has been included. 
Credit exposure post credit risk mitigation and credil 
conversion 

This item shall reflect the relevant required aggregate amount 01 
gross credit exposure after the effects of any relevant credit risk 
mit9ation and credit conversion factors have been included. - - -- - - 
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Columns relating to summary of on-balance-sheet and off-balance-sheet credit 
exposure: standardised~proach, -- items 19 to 31 

Description - - 

On-balance-~ heet exposure 

This column shall reflect the aggregate amount in respect of 
amounts drawn by clients, that is, utilised amounts, which 
amounts form part of the current exposure of the reporting bank, 
before the impact of any relevant credit risk mitigation has been 
included. 
Off-balance-sheet exposure 

l ~ h i s  column shall reflect the aggregate amount relating to, for 
\example, exposures in respect of which a facility has been 
granted by the reporting bank to an obligor but in respect of 
which no funds have been paid out and no debit balance has 
been created, other than any exposure arising from a derivative 

/instrument or repo-style transaction, including any exposure 
amount in respect of -an irrevocable commitment, prior to the 
application of any relevant credit conversion factor or credit risk 
mitigation. .- - 

Repurchase and1 or resale agreements 

This column shall reflect the aggregate amount in respect of any 
credit exposure arising from a repurchase and/ or resale 

(agreement concluded by the reporting - bank. 
Derivative instruments 

This column shall reflect the aggregate amount in respect of any 
credit exposure arising from derivative instruments, including any 

~ 

relevant exposure amount relating to counterparty credit - risk. -- . 

6 Credit exposure post credit risk mitigation I 
This column shall reflect the relevant required aggregate amount 
of gross credit exposure after the impact of any relevant credit 

-- -- -- 

standardised a3proach 

Interest in suspense 

Since interest relating to impaired loans may not ultimately 
contribute to income when doubt exists regarding the recovery of 
the relevant loan amount or related interest amount due, this 
item shall reflect the relevant amount of interest in suspense, 
that is, although the bank may continue to accrue interest, the 
relevant amount of accrued interest shall be suspended through 
the income statement by raising a debit in respect of the 
suspended interest amount and a credit in respect of provision 

suspended ~ interest in the balance sheet. ! ~ 
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Description 

This item shall reflect the relevant aggregate amount in respect 
of recoveries, net of any relevant amount relating to specific 

impairment and1 or portfolio credit im airment. -- I 
Columns relating 
:tandardised ap& 
Column number 

1 

to credit capital requirements based on risk weights: 
ach, items 44 to 61 ----- 

Description 
Total gross credit exposure 

This column shall reflect the aggregate gross credit exposure 
amount relating to the reporting bank's- 

(a) on-balance-sheet exposure, gross of any valuation 
adjustment or credit impairment; 

(b) off-balance-sheet exposure, including amounts in respect of 
irrevocable commitments, prior to the application of any 
credit-conversion factor; 

(c) exposure in respect of any repurchase or resale agreement; 

(d) exposure in respect of derivative instruments, calculated in 
accordance with the relevant requirements specified in 
subrqulations (1 5) to (19). 

. - - - 
Specific credit impairment 

This colunin shall reflect the aggregate amount relating to any 
specific credit impairment in respect of the exposure amount 
y o r t e d  in column 1. - - -- - -- 
Exposure amount post credit risk mitigation (CRM) and 
specific credit impairment 

This column shall reflect the reporting bank's relevant adjusted 
exposure amount, that is, the relevant amount net of any credit 
risk mitigation and specific credit impairment, calculated in 
accordance with the relevant requirements specified in these 
Regulations. 
Breakdown of off-balance-sheet exposure based on credit 
conversion factors (CCF) 

Based on the relevant credit conversion factors specified in 
subregulation (6)(g), these columns shall reflect the appropriate 
breakdown of the reporting bank's adjusted exposure, that is, 
amounts included in column 3, relating to off-balance-sheet 
exposure. 
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Items relating to summary of selected credit risk related information: IRB 
approach 

Impaired advances 

This item shall reflect the aggregate amount of advances in 
respect of which the bank raised a specific impairment. 

As a minimum, an advance is considered to be impaired when 
objective evidence exists that the bank is unlikely to collect the 
total amount due. 
Assets bought-in 

These items shall reflect the on-balance sheet carrying value of 
assets bought-in during the preceding five years to protect an 
investment, including a loan or advance, which asset has not 
been disposed of at reporting period. -- 
Credit impairments 

These items shall reflect the relevant required aggregate 
amounts of specific credit impairments and portfolio credit 
impairments raised by the reporting bank in accordance with the 
relevant requirements specified in financial reporting standards 
issued from time to time. ~ 

Total credit extended 

This item shall reflect the aggregate outstanding credit exposure 
amount due to the reporting bank in respect of loans, advances, 
off-balance-sheet exposure, derivative instruments and 
repurchase or resale agreements, before the effect of credit risk 
mitigation ~ has been taken into consideration. - 
Exposure at default (EAD) 

This item shall reflect the reporting bank's relevant aggregate 
EAD amount, calculated in accordance with the relevant 
reeemen ts  specified in these Regulations. - -- .. . .. . -- - 
Average probability of default (PD, EAD weighted) 

This item shall reflect the reporting bank's relevant EAD 
weighted average probability of default percentage, calculated in 
accordance with the relevant requirements specified in these 
Regulations. - -. - - - 
Average loss given default (LGD, EAD weighted) 

This item shall reflect the reporting bank's relevant EAD 
weighted average LGD percentage relating to credit exposure, 
calculated in accordance with the relevant requirements 
specified . . . - - in these - R-ulations. - - - - - -- 
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Item number 
20 

Columns relating to summary of on-balance-sheet and off-balance-sheet credit 

- 
Description 

Total expected loss (EL) 

Based on, amongst others, the relevant requirements specified 
in subregulation (21), this item shall reflect the reporting bank's 
- aggregate -- eqected loss amount. 
Best estimate of expected loss (BEEL) 

Based on a PD of 100 per cent in respect of any relevant 
defaulted exposure, this item shall reflect the reporting bank's 
best estimate of expected loss amount, which best estimate of 
expected loss amount shall be the same amount as the amount 
raised by the reporting bank in respect of specific credit 
impairment in accordance with the relevant requirements 
specified in financial reporting standards issued from time to 
time. 

~ach, items 129 to 150 
Description -- 

Utilised: on-balance-sheet exposure 

This column shall reflect the aggregate amount in respect of 
amounts drawn by clients, which amounts form part of the 
reporting bank's current on-balance-sheet exposure before the 
application of any credit risk mitigation (CRM). 
Off-balance-sheet exposure 

This column shall reflect the aggregate amount in respect of- I 
(a) facilities granted to clients but not drawn, that is, unutilized 

facilities in respect of which no funds have been paid out 
and no debit balance has been raised; and 

(b) other off-balance-sheet items such as guarantees and 
commitments made by the reporting bank, 

which amounts form part of the reporting bank's total current 
exposure, before the application of any risk mitigation or relevant 
credit conversion factor. 
Repurchase and resale agreements I 

This column shall reflect the aggregate amount in respect of any 
credit exposure arising from a repurchase or resale agreement 
concluded byhe  -- -- 
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-- - - 
Column numbc 

4 

- - - 
Descriotion 

Columns relating to credit capital requirement based on asset class: IRB 
ayproach, . items 151 to 172 

Column number -- - - 4 

Derivative instruments 

This column shall reflect the aggregate amount in respect of any 
credit exposure arising from derivative instruments, including any 
relevant amount in respect of exposure to counterparty credit risk 
calculated in accordance with the relevant requirements 
specified in subregulations~l5J - - -- - - to - (1 9). -- 
Total credit exposure (EAD) 

This column shall reflect the aggregate amount in respect of the 
reporting bank's relevant exposure weighted EAD amount, 
calculated in accordance with the relevant requirements 
specified in sub~u la t ions  -- (1 1) and (13). - -- 

- 
Description -- 

Risk weighted exposure 

This column shall include any relevant risk weighted exposure 
amount in respect of the reporting bank's exposure to 
counterparty credit risk. 
Risk weighted exposure in respect of assets not subject 6 
double default adjustment 

This column shall reflect the aggregate amount of credil 
exposure not subject to any double default adjustment as 
envisaged in subregulation (12)(g) or (1 4)(f). 
Risk weighted exposure in respect of assets subject to 
double default provisions, prior to adjustment 

This column shall reflect the aggregate amount of credit 
exposure subject to the requirements of double default 
envisaged in subregulation (12)(g) or (l4)(f), prior to any relevant 
adjustment - - - in respect .- of the said double default. --- - 
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Columns relating to capital requirement in respect of specialised lending 
subject to specified risk weights and specified risk grades: IRB approach, items - - - - 

173to 182 
Column number Description - 

This column shall reflect the relevant current exposure amount of 
the reporting bank in respect of any specialised lending subject 
to the risk weights and risk grades specified in subregulation 
ill )(d)(iii). 
Expected loss 

This column shall reflect the relevant expected loss amount in 
respect of specialised lending, calculated in accordance with the 
relevant -. . requirements specified in subregulation (21)(c). 

5 credit impairment 

This column shall reflect the relevant amounts in respect of 
specific credit impairment raised by the reporting bank in respect 
of specialised lending, calculated in accordance with the relevant 
requirements specified in financial reporting standards issued 
from time to time. ---- 
Number of obligors 

This column shall reflect the relevant number of obligors included 
specified - risk weight -- category. 

Columns relating to EAD and credit conversion factors: IRB approach, items 279 - 

o 300 
Column number 

1 
Description 

Utilised facility (drawn exposure) 

In respect of the relevant specified asset classes, this column 
shall reflect the reporting bank's relevant aggregate outstanding 
credit -- exposure - amounts due in respect of any drawn exposure. 
Limit 

This column shall reflect the total credit exposure amount in 
respect of committed facilities that may be drawn by a client of 
the reportingbank. - -- 
EAD 

In respect of the relevant specified asset classes, this column 
shall reflect the reporting bank's estimated EAD amounts. 
credit conversion factor (%) 

In respect of the relevant specified asset classes, this column 
shall reflect the relevant imputed or specified credit conversion 
factor respec:ively applied by a bank that adopted the advanced 
IRB approach or foundation IRB approach in order to calculate 
the relevant EAD amounts. 
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tems relati- to 
Item numb& 

rec onciliation of credit impairments: - -- IRB approach 
Descri~tion 

Interest in suspense 

Since interest relating to impaired loans may not ultimately 
contribute to income when doubt exists regarding the recovery of 
the relevant loan amount or related interest amount due, this 
item shall reflect the relevant amount of interest in suspense, 
that is, although the bank may continue to accrue interest, the 
relevant amount of accrued interest shall be suspended through 
the income statement by raising a debit in respect of the 
suspended interest amount and a credit in respect of prov~sion 
for suspended interest in the balance sheet. ---- 
Recoveries 

This item shall reflect the relevant aggregate amount in respect 
of recoveries, net of any relevant amount relating to specific 
credit impairment - and1 -- orportfolio credit impairment. 

Columns relating to analysis of past due exposure (€AD): IRB approach, items 
351 to 372 

Based on the respective EAD amounts and in respect of the 
relevant specified asset classes, these columns shall reflect an 
analysis of the relevant past due amounts classified as being in 
default, that is, due to matters such as, for example, early 
warning signs, an exposure may be classified as being in default 
even when the said exposure, for example, may not be legally 
overdue or overdue for more than 90 days. - -- -- 

Column number -- -- - - -- -- 

2, 4 , 6  and 8 

Columns relating to analysis of credit exposure (EAD) in respect of which the 
reporting bank obtained approval from the Reaistrar to deviate from the 

- - Description 
Classified in default 

definition of d e f a ~  
p c u m n  numbe; 

l 1  
: -- IRB approach, items 373 to 394 

Descriotion 
Credit exposure (EAD) not compliant with definition 01 
default 

In respect )f the relevant specified asset classes, this column 
shall reflea the aggregate amount relating to credit exposure, 
that is, EAD, in respect of which the reporting bank obtained 
approval from the Registrar to deviate from the definition of 
default contained in regulation 65. 
Non-compliant credit exposure (EAD) as percentage of 
asset class total credit exposure 

In respect of the relevant specified asset classes, this column 
shall reflect the percentage of credit exposure in respect of 
which the reporting bank obtained approval from the Registrar to 
jeviate from the definition of default in relation to the reporting 
~ank 's  respective total credit exposure amounts. - 
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Standardised approach: 

I 
Credit risk mitigation 

! 

Asset class 

Funded credit protection: financial collateral i.t.0 comprehensive method ' Credit exposure ( 
! i value oost credit 1 

(All amounts to be rounded off to the nearest R'000) .- 

I Credit risk mitigation affecting exposure amount 

I 

Corporate exposure (total of items 2 and 3) 

Corporate I 
SME corporate 1 

i 
Public sector entities 
Local government and municipalities i 

I 
Sovereign (including central governments and 1 
central bank) 
Banks 

i 
Securities firms 
Retail exposure (total of items 10 and I I )  I 

Retad i 
SME retail 

Securitisation exposure 
Total (of items 1. 4 to 9 and 12) 

I 
I 

I. Before the application of any relevant credit conversion factor (CCF). 

I 

Line I volatility 1 adjustment in 
, respect of Total 1 In respect of 
I exposure / Currency mlsmatch 1 Maturity mismatch 1 (coi 15+16+171 i collateral i 1 

Adjusted value Memorandum items: volatility and maturity adjustments 
financial 

- - - .  - - - 
risk mitigation1 (E*) 

(col 11+12-13) 



Standardised approach: 
Restructured credit exposure 

Asset class 

Corporate exposure (total of items 15 and 16) 
Corporate 
SME corporate 

Public sector entities 
Local governnlent and nlilniripaiities 

Sovereign (iccluding central gok,ernner,ts and central 
bank) 
Banks 
Securities firms 
Retail exposure (iota; O! items 23 and 24) 

Retail 
SME retail 

Securitlsatlon exposure 
Total (of items 14. 17 to 22 and 25) 

Actual number of Exposure value of 
restructured credit 

credit exposure transactions in  Line exposure transactions in  
no. this reporting quarter this reporting quarter 

(R'000) 

Restructured credit 
exposure as percentage 
of asset class exposure 



Standardised 
approach: 
Credit risk 
classification and 
impairment 

Asset class 

Corporate 
exposure (total of 
items 28 and 29) 

Corporate 
SME corporate 

Public sector 
entities 
Local government 
and municipalities 
Sovereign 
(including central 
governments and 
central bank) 
Banks 
Securities firms 
Retail exposure 
(total of items 36 
and 37) 

Retail 
SME retail 

Securitisation 
exposure 
Total (of items 27. 
30 to 35 and 38) 

- 

h e  
no. 

- 

27 
28 
29 

30 

31 

32 
33 
34 

35 
36 
37 

38 

39 - 



Standardised approach: 
Credit concentration risk - large 
exposure to a person1 

Name of person 

Private-sector non bank: total 

(Specifv) 

Banklregulated securities firm: 
total 

(Soecify) 

Other: total 

(Specify) 

Total (of items 40, 44 and 48) 

(A@mounts to be rounded off to the nearest R'OOO) 
Original creditand counterparty exposure3 

Total credit 

.ine no. 
Asset  class^ On-balance 

' i sheet 
exposure instruments 

I 
1-1 class2 on-ba1ancc 

sheet v e  

' i exposure 11 uwants 

I I I 

I Total credit exposure exposure as % 
of qualifying 
capital and 

Additional 
capital 

requirement 

1. Refer to section 73 of the Act and regulations 2q6) to 2q8). 

2. Based on the following specmed keys: 1 = Corporate: 2 = SME corporate; 3 = Public sector entities; 4 = Local government and munlclpalities; 5 = Sovereign [including central governments and central bank); 6 a Banks; 
7 Securities firms; 8 = Retail; 9 = SME retail 10 = Securitisation exposure 

3. Before the application of any credit conversion factor, credit risk mltlgaUon or volatlllty adjustment. 
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Standardised approach: 
Credit concentration risk - sectoral 
distribution' 

-- 
Agriculture, hunting, forestry and fishin1 

Mining and quarrying 
Manufacturing 
Electricity, gas and wats: supply 
Construction 

n'hclesae and retail trade, repair ni 
speuRed items, hotels and restaurants 
Transmrt. storage and communicabon 
Financial intermediation and incurance 

Real estate 
Business services 
Community, social and personal 
services 
Private households 
Other 

Total (of items 54 to 66) 
of which: 

Sovereign (central government and 
central bank) 
Public sector entities 
Local government and municipalities 

(All amounts to be rounded off to 

1 Original credit and counter~artv ex~osure' 

Total credit exposure mimi no. sheet 1 b:e sheet i R e p u r ~ ~ , n s t r ~ n t s ~ ~  agreements and resale . Derivative Memorandum items: ' w"ed Of 
exposure 

exposure exposure , to 4) of which: Total equity 
defaulted exposure 

--t-T- 

Total impairment 1 
of which: 

I 
Total specific portfolio I 

( m  1) credit 1 credit 
impaim;ant Impairment 1 

I I I I I I I 1 I 
1. The classlficaUon of credlt exposure according to the sectors or industries specified In items 54 to 66 shall be based on the directives and industries specified in the Standard Industrial Classincation of all 

Econornlc Activities, issued by Statlstlcs South Africa from tlme to time. 
2. Before the appllcatlon of any credk conversion factor, credlt risk rnltlgation or volatlltty adjustment 
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Standardised approach: 
Credit concentration risk 
Herfindahl-Hirschman Index (HHI) 

Wholesale - industry' 

-. 

Total (of items 72 to 84) 

Agriculture, hunting, forestry and fishing 
Mining and quarrying 

Manufacturing 
Electricity, gas and water supply 

Construction 

Wholesale and retail trade, repair of 
spectfied Items, hotels and restaurants 

Transport. storage and communication 
Financial intermediation and insurance 
Real estate 
Business services 
Communily, social and personal service! 
Private hoctseholds 
Other 

o f  which total: 
Sovereign (central government and 
central bank) 
Pubhc sector entities 
Local government and municipalities 

Herfindahl-Hirschman Index (HHI) 

Total (of items 89 to 93) 
Cred~t cards 
Current accounts 

Mortgages 
lnstalment sales 
Personal and term loans 

- - - - -. . - - 

-ine 
no. 

- 
71 

72 
73 

74 
75 

76 

77 
78 
79 
80 
81 
82 
83 
84 

85 
86 
87 

88 
89 
90 
91 
92 
93 - 

Risk weighted 
exposure 

(R'000) 

Risk weighted 
exposure 

(R'000) 

1. The wholesale HHI shall be based on specified industries. 
2. Means the squared value of the percentage reported in column 2. 

3. The retail HHI shall be based on specified products. 

exposure as % of 

weighted 

(col. I /  total AWE) 

Average risk 
weighted 

Number of clients ~ ~ ~ , " ~ ~ ~ o , ! ~  

total RWE' 
( O h  

Squared value (%) 
number of 
clients 

(col. 3)'(co1.3) 
y ~ 0 1 . 2 ) ~  

4. Means (the amount reported in column I divided by the number reported in column 2) divided by the total risk weighted exposure 
amount in column 1. 

5. Means the squared value of the percentage reported in column 3, multiplied with the number of clients reported In column 2. 



Standardised approach: 
Credit concentration risk - 
geographical distribution 

South Africa 
Other African countries (total of item$ 
96 to 106) 

AAA 
AA 
A 
BBB 
85 
B 
CCC 
CC 
I, 

unra(edz 
Ir; default 

Europe (total of items 108 to 11Gj 
AAA 
AA 
A 
BBB 
BE 
B 
CCC 
CC - 
L 
unrated2 
In default 

Asia (total of items 120 to 130) 
AAA 
AA 
A 
BBB 
BB 
8 
CCC 
CC 
C 
unrated2 

On-balance / sheet 
"O' exposure 

3 

98 - 
99 , 

102 
103 

lo8 
109 
110 
111 - 
112 
1'3 
114 
115 
116 

' 

I17 
118 
119 
120 
121 
122 
123 
124 - 
125 . 
126 
127 
128 
129 

In default 130 
1. Before lhe appllcatlon of any credlt conversion factor, credll 
2. Not lo include any exposure in default 

(Allanounts to be roundedoff to the nearest R'000) 
Original credit and counterparty e x p o s i  

Total credit exposure Risk 
Off-balance Repurchase Derivative weighted 

sheet and resale Memorandum items: value of net 
exposure agreements Total ' of which: Total equity exPosure 

(COI. to 4, defaulted exposure 
2 3 4 5 6 7 8 

I I I I I 
I 

sk mitigation or volatility adjustment 
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IRB approach: 
Credit risk mitigation 

Asset class 

Corporate exposure (total of items 211 to 218) 
Corporate 
Specialised lending - high volatil~ty commercial real estate 
(property development) 
Specialised lending - income producing real estate 
Specialised lendmg - object finance 
Specialised lending - commodities finance 
Specialised lending - project finance 
SME corporate 
Purchased receivables - corporate 

Public sector entities 
Local government and municipalities 
Sovereign (including central government and central bank) 
Banks 
Securities f irms 
Retail exposure (total of items 225 to 229) 

Retail mortgages (including any home equity line of credit) 
Retail revolving credit 
Retail - other 
SME retall 
Purchased receivables - retail 

Securitisation exposures 
Total (of items 210, 219 to 224, and 230) 

350 
(All amounts to be rounded off to the nearest R'000) 

1 Credit risk mitigation affecting LGD estimates I 
Unfunded credit Eligible financial collateral 1 Other eligible collateral i 1 I protection 

Line 
(nominal 
amounts) Credit 

of which: of which: I of which: / of which: 1 
no. 

(col. Guarantees derivative Total 
to Total / residential commercial 

!13+14+15+18) maturity / r e  e t a  real estate 
currency 

instruments 
l 

mismatch mismatch 
12 13 14 15 16 17 18 19 20 

210 1 I 
211 I I 

212 
213 



IRB approach: 
Restructured credit exposure 

Asset class 

Corporate exposure (total of items 233 to 240) 
Corporate 
Specialised lending - high volatility commercial real estate (property development) 
Specialised lending - income producing real estate 
Specialised lending - object finance 
Speciaiised lending - ccnrnodit~ea tirance 
Soecialised lending - project finance 
SME corporate 
Purchased receivables - corporate 

Public sector entities 
Local government and municipalities 
Sovereign (including cer~tral government and central bank; 
Banks 
Securities firms 
Retail exposure (total of items 247 to 251) 

Retail mortgages (including any home equity line of credit) 
Retail revolving credit 
Retail - other 
SME retail 
Purchased receivables - retail 

Securitisation exposures 
Total (of items 232, 241 to 246, and 252) 

Actual number of 
restructured credit 

Line no. exposure transactions in 
this reporting quarter 

Exposure value of Restructured credit 
restructured exposure as percentage 

exposure transactions in of asset class exposure 
this reporting quarter 

(R'000) ("/.I 



IRB approach: 
Credit concentration risk - 
large exposure to a person' 

Name of person 

Private-sector non bank: total 

(Specify) 

Banklregulated securities firm: 
total 

Other: total 

(Specify) 

Total (of items 254. 259 and 264: 

(All amounts to be rounded off to the nearest R'000) 
I 

i Original credit and counterparty exposure3 i 

I 

I / Total credit exposure 
1 I Exposure 

1 E m  as O/O of 

Asset i O n  1 O f f  'Repurchase Derivative, qualifying 
Line , balance , balance 1 j Memorandum items: 

sheet sheet and resale I 

value capital and 
no. agreements jinstrumentsi Total 

(ml, to 5) of which: Total equity 1 reserve fund / exposure 1 exposure 
1 I I I / defaulted exposure , 

d 
1. Refer to section 73 of the Act and regulations 2 4 6 )  to 24(8). 

LGD 
(%) 

2. Based on the following specified keys: 1 = Corporate; 2 = Speclallsed lending - high volatility commercial real estate (property development); 3 = Specialised lending - income producing real estate: 4 = Specialised 
lending - object finance; 5 = Speciallsed lendlng - comrnoditles finance; 6 = Speciallsed lending -project finance: 7 = SME corporate; 8 = Purchased receivables - corporate; 9 = Public sector entities; 10 =Local 
government and municipalities: 11 = Sovereign (including central government and central bank); 12 = Banks; 13 = Securities firms; 14 = Retail mortgages (including any home equity line of credit); 15 = Retail 
revolving credit: 16 = Retail -other: 17 = SME retail: 18 = Purchased receivables - retail; 19 = Securltisatlon exposure. 

3. Before the application of any credlt conversion factor, credlt risk mitigation or volatility adjustment. 



IRB approach: 
Credit concentration risk - 
large exposure to a person' 

Name of person 

Private-sector non bank: total 
(Specify) 

Bankiregulated securities firm: 
total 

( S p ~ i f i j ;  

Other: total 
(Specify) 

Total (of items 254, 259 acdnc 
1. Refer to section 73 of the Act and regulations 24(8) to 24(8). 

Line 
no. 

254 
255 
256 
257 
258 

259 

260 
261 
262 
263 
264 
265 
266 
267 
268 
269 

Approved by: Approved by': 

Board of ~ i rec to rs  

(All amounts to be rounded off to the nearest R'000) 

Registrar of Banks* 

Date 

Credit risk mitigation 

solely relates to the relevant deducUon from capital and reserve funds 

Total 
(col. 14 
to 17) 

13 

Red~stribution of Risk 

Additional 
capital 

requirement 

I 

reduced 
Eligible 
financial 
collateral 

14 

exposures Specific 

I 

- 

Other 
eligible 

collateral 

15 

Risk weighted 

OUMOWS 

(-1 

18 

- 

-- - 5-- 
1 

Unfunded 

Guarantees 

16 

Expected weighted value as % of 
loss value of net qualifying inflows 

(+) exposure capital and 
reserve fund 

19 20 21 22 23 

-- 
- 

I -- 
- 

I 
1 I 

---- ----- ---- 

L-- I - 
-- 

- I - -- 
1 

I-- - 

credit protection 

derivative 
instruments 

17 

I 



(All amounts to be rounded off to the nearest R'000) 
Original credit and counterparty exposure2 

I 
Risk 

weighted 
value as % 

of 
qualifymg 
capital and 

reserve 
fund 

12 

I 
I Total credit exposure 1 1 

Exposure I 
Line balance balance I Repurchase 1 Denvatwe [ Memorandum items: value 

I and resale . 
no. sheet sheet / InStn~ments Total 

agreements 
exposure exposure , to 1 of which: Total 

(Em) 1 
equity 1 defaulted , exposure 1 

E m  1 
weighted ! 
average i 

PD 

EAD 
weighted 
average 

LGD 
("/.I 

Specific 
credit 

impairment 

Risk 
weighted 

value 

IRE approach: 
Credit concentration risk - 
sectoral distribution' 

Agriculture, hunting, forestry and 
fishing 

Mining and quarrying 

Manufacturing 

Electricity, gas and water supply 

Construction 
Wholesale and retail trade, repair 
of specified items, hotels and 
restaurants 
Transport. storage and 
communication 
Financial ~ntermediation and 
Insurance 
Real estate 

Business services 

Community, social and personal 
services 
Private households 
Other 

Total (of items 270 to 282) 
of which: 

Sovereign (central government 
and central bank) 
Public sector entities 
Local government and 
municipalities I 

1. The classification of credit exposure according to the sectors or industries specified in items 270 to 282 shall be based on the directives and industries specified in the Standard industrial Classification of all Economic 
Activities, issued by Statistics South Africa from time to time. 

2. Before the application of any credit conversion factor, credit risk mitigation or volatility adjustment. 
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IRE approach: 
Credit concentration risk 
Herfindahl-Hirschman lndex (HHI) 

Wholesale - lndustryl 

Total (of items 288 to 300) 
Agriculture, hunting. forestry and fishing 
Mining and quarrying 
Manufacturing 
Electricity. gas and water supply 
Construction 
Wholesale and retail trade, repair of specified 
items, hotels and restaurants 
Transport, storage and communication 
Financial intermediation and insurance 
Real estate 
Business services 
Community, social and personal services 
Private households 
Other 

of which total: 
Sovereign (central government and central 
bank) 
Public sector entities 
Local government and municipalities 

Herfindahl-Hirschman lndex (HHI) 

Retail - product3 

-- 
Total (of ~terns 305 to 309) 

Credit cards 
Current accounts 

Mortgages 
lnstalment sales 
Personal and term loans 

Risk weighted 
exposure as % of 

Risk weighted total rlsk Squared value 
-ine exposure weighted (Oh) 
no. (R'000) exposure (wl. 2)'(co1.2f 

(col. I /  total RWE) 

Average risk Squared value 

Risk weighted (%) ' number of 
exposure Number of clients per clients 

client as % of (MI. 3).(w1.3) . 
I total RWE' 
I f %\ 

( ~ 1 . 2 ) ~  

1. The wholesale HHI shall be based on specified industries. 

2. Means the squared value of the percentage reportd in column 2. 

3. The retall HHI shall be based on speclfled products 
4. Means (the amount reported In column 1 dlvided by the number reported in column 2) divided by the total rlsk weighted exposure amount 

In column 1. 

5. Means the squared value of the percentage reported In column 3. multiplied with the number of cllenb reported In column 2. 



IRB approach: 
Credit concentration 
risk - geographical 
distribution 

South Africa 
Other African countries 
(items 312 to 322) 

AAA 

A 
BBB 
BB 
B 
CCC 
CC 
C 
unrated2 
In default 

Europe (items 324 to 334 
AAA 
AA 
A 
EBB 
BB 
B 
CCC 
cc- 
C 
&?rated2 
In default 

Asia (items 336 to 346) 
AAA 
AA 
A 
BBB 
BB 
B 
CCC 
CC 
C 
unrated2 
In aefault 

1. Before the application oi 

- 
I I I Risk I I Credit impairment 'I weighted 1 I 

A 

Risk "Iue as I ' Memorandum items: ,I 
of I Total 

qualifytng (of col. / of which: / of which: 1 (EAD) / PD 

L 

' ar 
2. Not to include any exposure in default. 

, 1 

312 1 ! 1 i I 

I 

31 3 I 
31 4 

I 
I I 

31 5 
I 

I I 

31 6 
3 I 

I I j 

portfolio 
impairment 

j 4  

1 

I (%) 
capital and 13 and specific 

reserve 14) / impairment 
funds 

I 

1 
I 

I 

I 

6 9 I 0  1 I I j 12 
310 / I I I , I 

311 1 1 I I I 1 I ! 1 I 

31 7 I I I 

318 I 1 I 
31 9 1 

I I I I 
320 

I 1 I 
I L I 1 I 

321 1 i 1 1 
322 I I I 
323 

I 
I I I 

i y  cred~t conversion factor, cred~t r~sk rnit~aatlon or volatllltv ad~ustment 

13 



AAA 
AA 
A 
EBB 
BB 
B 
CCC 
CC 

(All amounts to be rounded off to the nearest R'000) 

c 
unratedZ 
in default 

South America (items 
360 to 370) 

AAA 

Ecc 
CC 
C 
unratedz 
In default JIU 

Other (items 372 to 382) 371 
AAA 372 
AA 373 
A 374 
BBB 375 
BB 376 
B 377 
CCC 378 I 
CC 379 
C 380 
unrated2 

1 
381 

In default 382 I 1 
1. Before the amlication of any credit conversion factor, credit risk mltlgatlon or volatlllty adjustment. 

North America (items 1 347 / 1 1 I I I I I I I I I 348 to 358) 

Risk 

v a ~ ~ ~ ~ ~ ~ o f  
qualifying 
capital and 

reserve funds 
- 

11 

Credit impairment 1 

2. Not to include any exposurein default. 

' 

Total 
(of co,, l3 
and 14) 

12 

Exposure 
value 

7 

IRB approach: 
Credit concentration 
risk - geographical 
distribution 

Risk 
weighted 

10 

Memorandum items: 
EAD EAD 

weighted 1 weighted 
Line 
no. of which: 

specific 
impairment 

13 

average 
PD 
( O h )  

8 

of which: 
portfolio 

impairment 
- -. 

14 

average 
LGD 
(Yo) 

9 

Original credit and counterparty exposure' 

On- 
balance 
sheet 

exposure 

1 

Repurchase 

~ & ! ~ / ~ s  

3 

Off- 
balance 
sheet 

exposure 

2 

Derivative 
instruments 

4 

lredit 

(%: 
Memorandum 

item 
of which: 
defaulted 

5 6 



IRE approach: 1 
Credit concentration / Line 
risk - geographical / no. 
distribution 1 

(All amounts to be rounded off to the nearest R'000) 

I 
Total (of items 384 to 
394) / 383 

i 

AAA 
AA 
A 386 

Original credit and counterparty exposurei 
1 1 I 

I 1 I 1 I Total credit ex~osure I 
Off- 

Repurchase 
Exposure / ~erivative ~emorandum / value 

/instruments Total item i sheet 1 
agreements4 (EAD) 

exposure exposure ' of which: 
4, defaulted 1 

1 2 3 4 5 1 6 j 7 

E AD 
weighted 
average 

PD 
("0) 

BBB 
BB 
B 
CCC 
CC 
C 

I I 

unratedZ 393 I I I I 

In default 394 I I 
I I 

1. Before the application of any credlt conversion factor, credit risk mitigation or volatility adjustment. 
2. Not to include any exposure in default. 

EAD 
weighted 
average 

LGD 
(Yo) 

Risk I 
weighted 1 

value 1 

Risk 
weighted 

value as % 
of 

qualifying 
capital and 

Memorandum items: 

1 (of col. of which: of which: 
l:"llld specific po*olio 

I reserve / 14) 1 impairment I impairment 
i funds / 

10 / 11 1 12 1 13 14 
I I I 



IRB approach: 
Credit concentration risk - 20 largest 
exposures in debt and with equity exposure . - .  
Name of person 
Total (of items 396 to 415) 

(All amounts to be rounded off to the nearest R'000) 

7 8" 

etailr on separate list) / 417 1 I I I I I 

I I I 
418 I 1 I 

IRE approach: 
Watch list' 

Name of person 

I I I I I I I 
I. Includes Credit exposure in respect of which the expected loss exceeds 1% of qualifying capltal and reserve funds reported In Item 104 of form BA 700, whlch credlt exposure Is not yet classified as being in  

dhu l t .  
2. Based on the following specfled keys: I = Corporate; 2 = Speclallsed lendlng -high volatllliy commercial real estate (property development); 3 = Speclallsed lendlng - Income produclng real estate; 4 = 

Speclallsed lending - objecl flnance; 5 = Speclallsed lendlnp - commodities flnance; 6 = Speclallsed lendlng - project flnance; 7 = SME corporate; 8 = Purchased recelvables - corporate; 9 5 Publlc sector 
0dtieS; 10 Local government and munlclpalltles: 11 = Sovereign (Imludlng central government and central bank); 12 = Banks; 13 = Securities firms; 14 = Retall mortgages (Including any home equity line of 
credlt); 15 = Retail revolving credit; 16 = Retail -other; 17 = SME retail; 18 = Purchased recelvables - retail; 19 = Securitlsatlon exposure. 

3. Means the relevant PO ratlng (%)assigned by the reporting bank. 
4. Before the appllcaUon of any credtt conversion factor, credft risk mitigatJon or volatlllty adjustment 

1 Asset class2 1 ;a;ng' % I Credit exposure4 / Expected loss 1 Risk value leighted O~EAD 1 impairment / / Line no. 

Total I AIR I I I I I I I 
(Please submit required d 

- . .  

I 2 3 4 5 6 7 
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24. Credit risk - Directives and interpretations for completion of the quarterly return 
concerning credit risk (Form BA210) 

(1 ) The content of the return is confidential and not available for inspection by the public. 

(2) The purpose of the return is to obtain selected information in respect of- 

(a) credit risk mitigation; 

(b) restructured credit exposure; 

(c) credit risk classification and related credit impairment or allowance for credit 
impairment raised by a bank that adopted the standardised approach for the 
measurement of the bank's exposure to credit risk; 

(d) credit concentration risk; 

(e) large exposure to a person; 

(f) exposures included on a watch list of the reporting bank in order to duly manage 
the said exposures due to particular circumstances that warrant more than 
normal attention from the reporting bank's senior management. 

(3) Unless specifically otherwise provided or specified in writing by the Registrar, a bank 
shall in all cases other than the items specified below complete the form BA210 based on 
the outstanding amount at the end of the reporting month provided that in respect of the 
items specified below, instead of the outstanding amount at the end of the reporting month, 
the bank shall report the average daily balance of the said item in respect of the reporting 
month. 

(a) Any credit card or overdraft facility 

(b) Any corporate exposure or SME working capital facility or overdraft. 

(c) Any money market exposure to a financial institution. 

(d) Any call or overnight loan. 

(4) Matters relating to valuation of security1 collateral 

(a) Tangible security 

(i) The value of tangible security means the net realisable value of the 
security, that is, the current market value of the security less any realisation 
costs. The reporting bank shall base the market value on a reliable 
valuation, that is, the price at which the relevant asset might be sold on the 
valuation date assuming- 

a willing buyer and seller; 

the transaction is conducted at arm's length; 
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a reasonable period for the sale has been allowed; and 

the asset is freely exposed to the market. 

(ii) The reporting bank- 

(A) shall on a regular basis but not less frequently than once a year 
monitor the value of its collateral received provided that the bank 
shall on a more frequent basis than once a year monitor the value of 
its collateral received when the market value of the said collateral is 
subject to significant change; 

(B) may apply statistical methods of evaluation such as reference to 
house price indices or sampling- 

(i) to update its valuation estimates; or 

(ii) to identify collateral in respect of which the value materially may 
have dectined and which collateral value may need to be re- 
assessed, 

provided that the bank shall make use of a duly qualified professional 
person to evaluate any relevant property when relevant information 

.indicates that the value of the said collateral materially may have declined 
relative to general market prices, or when a credit event such as default 
occurs. 

(b) Intangible security 

The reporting bank shall include intangible security only when certainty exists in 
respect of the legal enforceability and value of the relevant security. 

(c) Principles that may influence the value of tangible and intangible security 

Principles that may influence the value of tangible and intangible security to be 
reported on the form BA210 include the matters specified below. 

(i) Prudence 

Prudence is the inclusion of a degree of caution in the exercise of the 
judgements needed in making the estimates required under conditions of 
uncertainty, such that assets or income are not overstated and liabilities or 
expenses are not understated. 

(ii) Reliability 

In order to be useful, information must also be reliable. lnformation has the 
quality of reliability when it is free of material error and bias and can be 
depended upon by users to represent faithfully that which it either purports to 
represent or could reasonably be expected to represent. lnformation may be 
relevant but so unreliable in nature or representation that its recognition 
potentially may be misleading. 
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(iii) Completeness 

In order to be reliable, the information reported in the risk returns shall be 
complete within the bounds of materiality and cost. An omission may cause 
information to be false or misleading and thus unreliable and deficient in 
terms of its relevance. 

(d) When the value of any relevant security or collateral exceeds the relevant 
exposure value to which it relates, the reporting bank shall limit the said valuation 
amount to be reported on the form BA210 to the said exposure amount. 

(5) For purposes of this regulation 24 and the completion of items 27 to 39 of the form 
BA210, a bank that adopted the standardised approach for the measurement of the bank's 
exposure to credit risk shall classify all relevant exposures in accordance with the relevant 
requirements specified below. 

(a) Any credit exposure, including on-balance-sheet items, off-balance-sheet items 
or credit exposure arising from repo-style transactions or derivative instruments- 

(i) shall in the case of exposures other than retail exposures be classified per 
person and not per account; 

(ii) may in the case of retail exposures be classified per account 

(b) Classification of any relevant credit exposure amount shall take into account- 

(i) the current financial condition and payment capacity of the relevant obligor; 

(ii) the payment record of the relevant obligor; 

(iii) the current value of any relevant collateral; and 

(iv) other factors that affect the prospects for the collection of principal and 
interest amounts due. 

(c) Classification categories .* 

(i) Special mention 

Included in the category of special mention are credit exposures in respect 
of which the obligor is experiencing difficulties that may threaten the bank's 
position. Ultimate loss is not expected, but may occur if adverse conditions 
persist. 

As a minimum, credit exposure that exhibits one or more of the 
characteristics specified below shall be included in the category of special 
mention. 

(A) Early signs of liquidity problems exist, such as delay in the servicing 
of loans. 
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(B) Loan information is inadequate or incomplete. For example, the 
reporting bank is unable to obtain from the relevant obligor annual 
audited financial statements or such statements are not available. 

(C) The condition of and control over collateral is questionable. 

(D) The bank fails to obtain proper documentation from or co-operation 
by the obligor or finds it difficult to maintain contact with the obligor. 

(E) There is a slowdown in business activity or an adverse trend in the 
obligor's operations that signals a potential weakness in the financial 
strength of the obligor, but which may not necessarily have reached a 
point that threatens the ongoing servicing of the relevant exposure. 

(F) Volatility in economic or market conditions is likely to negatively affect 
the obligor in the future. 

(G) Poor performance persists in the industry in which the obligor 
conducts busiwss. 

(H) The relevant obligw, or, in the case of a corporate borrower, a key 
executive, is in ill health. 

(I) The obligor is subject to litigation that is likely to have a significant 
impact on the financial position of the said obligor. 

(J) The obligor is experiencing difficulty with the servicing of other loans 
from either the reporting bank or other banks. 

Provided that any relevant credit exposure amount that is overdue for more 
than 60 days shall as a minimum be classified as special mention. 

(ii) Substandard 

Any credit exposure that reflects an underlying, well defined weakness that 
may lead to probable loss if not corrected should be included in the category 
of substandard. The risk that such credit exposure may become an impaired 
asset is probable, and the bank is relying, to a large extent, on available 
security. 

The primary sources of repayment are insufficient to service the remaining 
contractual principal and interest amounts, and the bank has to rely on 
secondary sources for repayment, which secondary sources may include 
collateral, the sale of a fixed asset, refinancing and further capital. 

Credit exposures classified as substandard are likely to exhibit one or more 
of the characteristics specified below. 

(A) Repayment of the principal amount andlor accrued interest has been 
overdue for more than 90 days, and the net realisable value of 
security is insufficient to cover the payment of the principal amount 
and accrued interest. 
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(B) The principal amount and accrued interest are fully secured, but the 
repayment of the principal amount andlor accrued interest has been 
overdue for more than 12 months. 

(C) Significant deficiencies exist that threaten the obligor's business, 
cash flow or payment capability, which deficiencies may include the 
items specified below. 

(i) The credit history or performance record of the obligor is not 
satisfactory. 

(ii) Labour disputes or unresolved management problems may 
affect the business, production or profitability of the obligor. 

(iii) Increased borrowings are not in proportion with the obligor's 
business. 

(iv) The obligor is experiencing difficulty with the repayment of 
obligations to other creditors. 

(v) Construction delays or other unplanned adverse events 
resulting in cost overruns are likely to require loan restructuring. 

(vi) The obligor is unemployed. 

(iii) Doubtful 

Credit exposure in the category of doubtful is considered to be impaired, but 
is not yet considered final loss due to some pending factors, such as a 
merger, new financing or capital injection, which factors may strengthen the 
quality of the relevant exposure. 

Doubtful credit exposures exhibit not only all the weaknesses inherent in 
credit exposures classified as substandard but also have the added 
characteristics that the said exposures are not duly secured. The said 
weaknesses make collection in full, on the basis of currently existing facts, 
conditions and values, highly questionable and improbable. The possibility of 
loss is high, but due to certain important and reasonably specific factors that 
may strengthen the asset, the classification of the asset as an estimated loss 
is deferred until a more exact status may be determined. 

Credit exposures classified as doubtful exhibit one or more of the 
characteristics specified below. 

(A) Repayment of the principal amount andlor accrued interest has been 
overdue for more than 180 days, and the net realisable value of 
security is insufficient to cover the payment of the principal amount 
and accrued interest. 
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(6) In the case of unsecured or partially secured credit exposures that 
have been overdue for less than 180 days, other serious deficiencies, 
such as default, death, bankruptcy or liquidation of the obligor, are 
detected or the obligor's whereabouts are unknown. 

Credit exposures that have been overdue for 180 days and longer are 
usually classiiied as doubtful unless the said exposures are well secured, 
legal action has actually commenced, and timely realisation of the collateral 
or enforcement of guarantees obtained will result in the repayment of the 
relevant principal and interest amounts due, including payments in respect of 
amounts overdue. 

When an account is classified as doubtful, unless particular circumstances 
pertaining to the relevant obligor dictate otherwise, interest shall no longer 
be accrued or accrued interest shall be impaired. 

(iv) Loss 

Credit exposures classified as loss are considered to be uncollectable once 
collection efforts, such as realisation of collateral and institution of legal 
proceedings, have been unsuccessful. The relevant exposures are 
considered of such little value that the said exposures should no longer be 
included in the net assets of the bank. 

This classification does not necessarily mean that the asset has no recovery 
value. Instead, it is neither practical nor desirable to defer writing off this 
basically worthless asset even though partial recovery may be effected in the 
future, that is, banks should not retain exposures on their books while 
attempting long-term recoveries. 

Non-performing credit exposures that have been overdue for at least one 
year shall be classified as lass unless such exposures are well secured, legal 
action has actually commenced, and timely realisation of the collateral or 
enforcement of guarantees obtained will result in the repayment of the 
relevant principal and interest amounts due, including payment in respect of 
amounts overdue. 

When an account is classified as loss, unless particular circumstances 
pertaining to the relevant obligor dictate otherwise, interest shall no longer 
be accrued or accrued interest shall be impaired. 
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(6) Matters specifically related to credit concentration risk 

The purpose of items 40 to 53 and 254 to 269 of the form BA210, amongst other 
things, is- 

(a) to obtain the approval of the Registrar, as contemplated in section 73(2)(a) of the 
Act, of any transaction in the form of an investment with or a loan, advance or 
other direct or indirect credit facility granted to a private-sector non-bank person, 
as defined in regulation 65, which transaction results in the reporting bank, 
controlling company, branch or branch of a bank being exposed to that person to 
an amount exceeding an amount representing the percentage of capital and 
reserve funds specified in subregulation (7)(b); 

(b) to inform the Registrar, as contemplated in section 73(2)(b) of the Act, of any 
transaction in the form of an investment with or a loan, advance or other direct or 
indirect credit facility granted to a person other than a person referred to in 
paragraph (a), which transaction results in the reporting bank, controlling 
company, branch or branch of a bank being exposed to that person to an amount 
exceeding an amount representing the percentage of capital and reserve funds 
specified in subregulation (7)(b). 

(7) Prescribed percentages relating to specified concentration risk 

The prescribed percentage of a specified amount contemplated in- 

(a) section 73(l)(a) of the Act shall in the case of a bank, controlling company, 
branch or branch of a bank be 10 per cent of the respective amounts specified in 
subparagraphs (i) to (iv) below. 

0 )  

(ii) 

(iii) 

In the case of a bank, joint venture or foreign subsidiary of a bank reporting 
on a solo basis, the specified amount shall be 10 per cent of the qualifying 
primary and secondary capital and reserve funds of the said reporting 
bank, joint venture or foreign subsidiary of the bank, as the case may be, 
as reported in items 23 and 62 of the form BA700, as at the month-end 
preceding the reporting date to which the form BA210 relates; 

In the case of a bank or controlling company reporting on a consolidated 
basis, the specified amount shall be 10 per cent of the consolidated net 
amount of qualifying capital and reserve funds of the said reporting bank or 
controlling company, as the case may be, as reported in items 23 and 62 of 
the form BA700, at the latest date for which the relevant statement was 
submitted; 

In the case of a foreign institution that conducts the business of a bank 
through a branch in the Republic, the specified amount shall be 10 per cent 
of the qualifying capital and reserve funds of the said foreign institution that 
conducts the business of a bank through its branch in the Republic; 
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(iv) In the case of a branch of a bank, the specified amount shall be 10 per 
cent of the qualifying primary and secondary capital and reserve funds of 
the parent bank in the Republic, as reported in items 23 and 62 of the form 
BA700, as at the month-end preceding the reporting date to which the form 
BA210 relates. 

(b) section 73(2) of the Act shall in the case of a bank, controlling company, branch 
or branch of a bank be 25 per cent of the respective amounts specified in 
subparagraphs (i) to (iv) below. 

(i) In the case of a bank, joint venture or foreign subsidiary of a bank reporting 
on a solo basis, the specified amount shall be 25 per cent of the qualifying 
primary and secondary capital and reserve funds of the said reporting 
bank, joint venture or foreign subsidiary of the bank, as the case may be, 
as reported in items 23 and 62 of the form BA700, as at the month-end 
preceding the reporting date to which the form BA210 relates; 

(ii) In the case of a bank or controlling company reporting on a consolidated 
basis, the specified amount shall be 25 per cent of the consolidated net 
amount of qualifying capital and reserve funds of the said reporting bank or 
controlling company, as the case may be, as reported in items 23 and 62 of 
the form BA700, at the latest date for which the relevant statement was 
submitted; 

(iii) In the case of a foreign institution that conducts the business of a bank 
through a branch in the Republic, the specified amount shall be 25 per cent 
of the qualifying capital and reserve funds of the said foreign institution that 
conducts the business of a bank through its branch in the Republic; 

(iv) In the case of a branch of a bank, the specified amount shall be 25 per 
cent of the qualifying primary and secondary capital and reserve funds of 
the parent bank in the Republic, as reported in items 23 and 62 of the form 
BA700, as at the month-end preceding the reporting date to which the form 
BA2 10 relates. 

(8) Matfers specifically related to exempt exposure 

For purposes of this regulation 24, exempt exposure includes any exposure specified 
in writing by the Registrar, which exempt exposure shall be reported under "other 
exposures", in item 48 or 264, as the case may be, of the form BA210. 



(9) Instructions relating to the completion of the quarterly form BA210 are furnished with 
reference to the headings and item descriptions of certain columns and line item numbers 
appearing on form 6 ~ 2 1 0 ,  as follows: 

Columns relating to standardised - approach, items 1 to 13 
~ ~ u ~ n u r n  b e q  Description -- . -- -. -. - 

6iginal credit and counterparty exposure 

In respect of the specified asset class this column shall reflect 
Ihe relevant aggregate credit exposure amount relating to the 
reporting bank's- 

(a) on-balance-sheet exposure, gross of any valuation 
adjustment or credit impairment; 

(b) off-balance-sheet exposure, including amounts in respect 01 
irrevocable commitments, prior to the application of any 
relevant credit-conversion factor; 

(c) exposure in respect of derivative instruments, calculated in 
accordance with the relevant requirements specified in 
regulations 23(15) to 23(l9); 

(dl exposure in respect of any repurchase or resale agreement. 
lNet exposure after netting 

In respect of the specified asset class this column shall reflecl 
the reporting bank's net credit exposure amount after the risk 
reducing effect of any netting agreement that complies with the 
relevant requirements specified in regulations 23(7)(a), 23(9)(a), 
:23(17) or 23(18) has been taken into consideration. 
bnfunded crebit protection: guarantees 

Iln respect of the specified asset class this column shall reflect 
the aggregate amount in respect of guarantees obtained as 
credit protection, which amount shall include any adjustment in 
respect of any mismatch between the relevant credit exposure 
iand t . r o t e c t i o n  - - . - obtained. - - - -- 
~Unfunded credit protection: credit derivative instruments 

In respect of the specified asset class this column shall reflect 
[:he aggregate amount in respect of credit derivative instruments 
obtained as credit protection, which amount shall include any 
;adjustment in respect of any mismatch between the relevant 
;:redit exposure -. and .. - .. the protection .- obtained. .-. . - 
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Column num - 

' and 8 

- 
1 and 10 

r ,  
A Description 

:unded credit protection: Collateral - simple method 

n respect of the specified asset class this column shall reflect 
he aggregate amount in respect of collateral obtained by the 
eporting bank, which collateral complies with the relevant 
equirements spcified in regulation 23(9)(b). - - . - - - - - -. - - - - - -- 
2edistribution of net exposure after netting: inflows 

n respect of the specified asset class this column shall reflect 
he aggregate net amount, that is, the relevant amount after the 
?ffect of netting has been taken into consideration, in respect of 
~rotected credit exposure that are redistributed to the asset class 
elating to the protection provider, including any redistribution in 
similar asset classes or sub-portfolios, or any transfer of 
2xposure from the IRB approach to the standardised approach. 
iedistribution of net exposure after netting: outflows 

n respect of the specified asset class this column shall reflect 
.he aggregate net amount, that is, the relevant amount after the 
2ffect of netting has been taken into consideration, in respect 01 
wotected credit exposure that are deducted or redistributed from 
the original obligor's exposure class to the asset class relating tc 
the protection provider, including any redistribution in similal 
asset classes or sub-portfolios, or any transfer of exposure to the 
I _ R B a ~ p l _ o _ c h - . - - ~  
Volatility adjustment in respect of exposure 

In respect of the specified asset class this column shall reflec' 
the relevant volatility adjustment that relates to the reportins 
bank's relevant credit exposure amount. -- - --. -- - 
Adjusted value of financial collateral obtained 

In respect of the specified asset class this column shall reflec 
the relevant adjusted value of financial collateral obtained by thc 
. rqorting - - - - -. bank -- - - in - r e ~ e c t  -- of - its exposure to credit risk. 
Memorandum items in respect of financial collateral 

In respect of the specified asset class these columns shall reflec 
the relevant required adjustments specified on the form BA21( 
relating to financial osllateral obtained by the reporting bank ir 
respect of its exposure to credit risk. -- 
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- - - - - - 
Description - - - 

&edit exposure value post credit risk mitigation 

In respect of the specified asset class this column shall reflect 
!he reporting bank's relevant credit exposure amount, which 
:redit exposure amount- 

(a) shall not incorporate the effect of any relevant credit 
conversion factor relating to an off-balance-sheet item; 

(tl) shall incorporate the effect of any relevant adjustment 
relating to financial collateral or other eligible credit risk 
mitigation instrument obtained by the reporting bank in 
respect of its said exposure to credit risk. -- 

Columns relating to r(estructured credit exposure: standardised approach, items 
-. - - - -- 

Column number - . . . -. - 
1 

Items relating to 
approach - 

Item number - 

27 to 39 

- - -- Description -- - 

Actual number of restructured credit exposure transactions 
in this reporting quarter 

In respect of the specified asset class this column shall reflect 
the aggregate number of transactions in respect of which the 
reporting bank allowed a restructuring of the relevant credit 
emosure. 
-L- -- - -- 

E:~posure value of restructured credit exposure transactions 
in this reporting quarter 

In respect of the specified asset class this column shall reflect 
the aggregate drawn amount relating to transactions in respect 
of' which the reporting bank allowed a restructuring of the 
relevant credit exposure. - - 
Restructured credit exposure as percentage of asset class 
exposure and total credit exposure 

In respect of the specified asset class this column shall reflect 
the relevant percentage calculated by dividing the aggregate 
drawn amount relating to restructured credit exposure by the 
aggregate gross drawn amount in respect of the relevant asset 
class. 

c,redit risk classification and impairment: standardised 

Description - .- -. -- - -- 

Ciredit risk classification and impairment 

Based on, amongst other things, the relevant 
specified in subregulation (5), a bank shall 
39 of the form BA210. - -- - - - -- - 
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Columns relating to credit risk classification and impairment: standardised 
rpproach, items 27 --- 

Column - number 
I ,  4, 7 and 10 

3,6,9 and 12 

Description - 
Gross exposure 

Based on the specified asset classes, these columns shall reflect 
the aggregate amount in respect of the reporting bank's gross 
credit -- exposure. 
Collateral 

Based on the specified asset classes and the relevant 
requirements specified in subregulation (4), these columns shall 
reflect the aggregate amount in respect of collateral obtained by 
the reporting bank in respect of the bank's gross credit exposure. 
specific credit impairment 

Based on the specified asset classes, these columns shall reflect 
the aggregate amount in respect of specific credit impairment 
raised by the reporting bank in accordance with financial 
reporting -- standards issued .- from time to time. 

Items relating to credit concentration risk - large exposure to a person: 
standardised aPPrd 

Item number .- 
4 0  to 53 

ach 

---- Descri t ion 
Credit concentration risk - large exposure to a person -. 
Based on, amongst other things, the relevant requirements 
specified in subregulations (6) to (8), a bank that adopted the 
standardised approach for the measurement of the bank's 
exposure to credit risk shall complete items 40 to 53 of the form 
BA210. -- 

Columns relating to credit concentration risk - large exposure to a person: 
idandardised -- a pprji 
Column number 

-- 

2 

ach, items 40 to 53 - 
Description -- 

On-balance-sheet exposure 

This column shall reflect the aggregate amount in respect of the 
reporting bank's on-balance-sheet credit exposure to a person, 
other than any credit exposure arising from a derivative 
instrument or repo-style transaction, which amount shall be 
_gross - - of -- any - valuation .- - - adjustment - - or credit impairment. 
Off-balance-sheet exposure 

This column shall reflect the aggregate amount in respect of the 
reporting bank's off-balance-sheet credit exposure to a person, 
other than any credit exposure arising from a derivative 
instrument or repo-style transaction, including any relevant 
exposure amount in respect of an irrevocable commitment, prior 
to theappllcation of any relevant credit conversion factor. - - -- 
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12 and 13 

Description - - - - . - - - .- -- 
Rlepurchase and resale agreements 

T'his column shall reflect the aggregate amount in respect of 
any credit exposure to a person arising from a repurchase or 
resale agreement concluded with the said person by the 
reporting bank. -. - 

Derivative instruments 

T'his column shall reflect the aggregate amount in respect of 
any credit exposure to a person arising from a transaction 
concluded in respect of a derivative instrument, calculated in 
accordance with the relevant requirements specified in 
regulations 23Q5) to 23(19). - -- - -  
Total credit exposure as a percentage of qualifying capital 
a~nd reserve funds 

This column shall reflect the relevant required percentage by 
dlividing the total credit exposure amount to a person reported in 
colunin 6 by the aggregate amount of qualifying primary and 
secondary capital and reserve funds of the reporting bank as 
rqorted in items 23 and 62 of the form BA700. 

-- - 
Additional capital requirement 

This column shall reflect the aggregate additional required 
amount of capital and reserve funds in respect of concentration 
risk arising from an exposure to a private-sector non-bank 
person, calculated in accordance with the relevant requirements 
.specified in subregulations (6) to (8) read with the relevant 
provisions of section 73 of the Act, and such further 
requirements as may be spgf ied in writing by the Registrar_-- -- - 
Eligible financial collateral 

This colurrn shall reflect the current market value of eligible 
f~nancial c.ollateral obtained by the reporting bank after the 
effect of a ly_lelevant haircut has been taken into consideration. - -- - - - - -- -- 
Unfunded credit protection 

These columns shall reflect the relevant required aggregate 
a~mounts in respect of unfunded eligible credit protection 
obtained by the reporting bank in respect of the bank's relevant 
exposure to credit risk. - -- 

Fiedistribution of reduced exposure: outflows 

This column ihall reflect the aggregate amount after the effect 
of netting has been taken into consideration in respect of 
protected credit exposure that are deducted or redistributed 
from the or~ginal obligor's exposure class to the asset class 
relatmg to the protection provider, including any redistribution In 
similar - - asset --- classes - - - or sub-portfolios. -- 

PAP --- 
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Column number - 

-- 
Description 

Gdistributiori of reduced exposure: inflows 

This column shall reflect the aggregate amount after the effect 
of netting has been taken into consideration in respect of 
protected credit exposure that are redistributed to the asset 
class relating to the protection provider, including any 
redistribution in similar asset classes or sub-portfolios. - -- - -- 

Specific credit impairment 

This column shall reflect the aggregate amount relating to any 
specific credit impairment raised by the reporting bank in 
accordance with the relevant requirements of financial reporting 
standards issued from time to time. ---- 

Net exposure after credit risk mitigation 

In respect of any relevant credit exposure to a person, this 
column shall reflect the reporting bank's net exposure amount 
after the effect of any relevant netting, credit risk mitigation or 
redistribution of exposure due to risk mitigation, and the 
application of any relevant credit-conversion factor, have been 
taken into consideration. 
Risk weighted value of net exposure 

In respect of any relevant credit exposure to a person, this 
column shall reflect the reporting bank's relevant risk weighted 
net exposure amount, that is, the sum of the various types of 
exposure io the said person, multiplied by the respective risk 
wew. -- - 

Items relating to credit concentration risk - sectoral distribution: standardised 
~pproach - 

Item number Description 
3 to 66 :--- Sectoral distribution 

Based on, amongst others, the relevant specified sectors or 
I industries, read with the relevant directives contained in the 
Standard Industrial Classification of all Economic Activities 
issued by Statistics South Africa from time to time, a bank that 
adopted the standardised approach for the measurement of its 
exposure to credit risk shall complete the information specified in 
items 54 to 66. 
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Columns relating t!o credit concentration risk - sectoral distribution: 
ftandardised app" 

column number- 

10 and 11 

tch, items 54 to 70 - -- 
D e s + t i o n  -. - -- 

Chbalance-sheet exposure 

Elased on the specified sectors, this column shall reflect the 
a,ggregate amount in respect of the reporting bank's on- 
balance-sheet credit exposure, other than any credit exposure 
arising from a repurchase or resale agreement, or derivative 
instrument, which amount shall be gross of any valuation 
~Qustment or credit i m ~ r m e n t .  - -. pp - 
Off-balance-sheet exposure 

E3ased on the specified sectors, this column shall reflect the 
aggregate amount in respect of the reporting bank's off- 
balance-sheet credit exposure, other than any credit exposure 
arising from a repurchase or resale agreement, or derivative 
instrument, including any relevant exposure amount in respect 
of an irrevocable commitment, prior to the application of any 
relevant credit conversion factor. -- -- - --- - .- 

Repurchase and resale agreements 

E3ased on the specified sectors, this column shall reflect the 
aggregate amount in respect of any credit exposure arising 
from a repurchase or resale agreement concluded by the 
reporting bank. .- .- - - -- 
Derivative instruments 

f3ased on the specified sectors, this column shall reflect the 
aggregate amount in respect of any credit exposure arising 
from derivative instruments. - - - - -- - - . - - -- 

Risk weighted value of net exposure 

f3ased on the specified sectors, this column shall reflect the 
reporting bank's relevant rtsk weighted net exposure amount, 
that is, the sum of the various types of credit exposure relating 
to counterparties assigned to the said sector, multiplied by the 
respective risk weights. - - - -. - - - - - - - - - 
Credit impairment 

E3ased on the specified sectors, these columns shall 
respectively reflect the aggregate amount relating to specific 
credit impairment and portfolio credit impairment raised by the 
reporting bank in accordance with the relevant requirements of 
financial reporting standards issued from time to time. 
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Items relating to credit concentration risk - Herfindahl-Hirschman Index (HHI): 

Item number 
'1 to 87 

1 Description 
Wholesale HHI 

In order to identify potential concentration in the reporting bank's 
relevant credit portfolios, the bank shall, based on its risk 
weighted assets calculated in accordance with the relevanl 
requirements specified in these Regulations, calculate its 
relevant Herfindahl-Hirschman Index, which index- 

(a) is defined as HHI = S (proportion of total value)' 

(b) shall in the case of wholesale exposure be based on 
specified industries; 

(c) may range in value, with the most diversified portfolio 
reflecting a calculated value close to zero and the mosl 
concentrated portfolio reflecting a calculated value close or 
equal to 100 per cent. 

Retail H% 

In order to identify potential concentration in the reporting bank's 
relevant credit portfolios, the bank shall, based on its risk 
weighted assets calculated in accordance with the relevani 
requirements specified in these Regulations, calculate its 
relevant Herfindahl-Hirschman Index- 

(a) which risk weighted assets shall be divided by the relevanl 
number of clients in order to determine the relevant average 
arnount of risk weighted assets per client; 

(b) which index is defined as HHI = S (proportion of total value)' 

(c) which index shall in the case of retail exposure be based on 
specified products; 

(d) which index may range in value, with the most diversified 
portfolio reflecting a calculated value close to zero and the 
most concentrated portfolio reflecting a calculated value 
close or ecpal to 100 per cent. 



STAATSKOERANT. 1 JAN UARlE 2008 No. 30629 381 

376 

Columns relating to credit concentration risk - geographical distribution: 
94 to 778 - -- -- - - -- 

-- - - - - - - - - Description 

-- - - . . 

10 and 11 

On-balance-sheet exposure 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of the reporting bank's 
on-balance-sheet credit exposure, other than any credil 
exposure arising from a repurchase or resale agreement, or 
derivative instrument, which amount shall be gross of any 
valuation adjustment or credit impairment. -- - - - - - -- 
Off-balance-sheet exposure 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of the reporting bank's 
off-balance-sheet credit exposure, other than any credil 
exposure arising from a repurchase or resale agreement, or 
derivative instrument, including any relevant exposure amouni 
in respect of an irrevocable commitment, prior to the application 
of any relevant . -- credit - conversion -- factor. --- 

Repurchase and resale agreements 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of any credit exposure 
arising from a repurchase or resale agreement concluded by 
the reporting bank. - - - .- - 

Derivative instruments 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of any credit exposure 
a r i s i n g m  derivative -. .. . - - instruments. - - 

Risk weighted value of net exposure 

Based on the specified geographical areas, this column shall 
reflect the reporting bank's relevant risk weighted net exposure 
amount, that is, the sum of the various types of credit exposure 
relating to the relevant counterparties assigned to the specified 
geographical area, after the effects of netting, other forms of 
eligible credit risk mitigation, redistribution effects or relevant 
credit conversion factors have been taken into consideration, 
mult&liedmhe respective risk weights. - . .- -- 

Credit impairment 

Based on the specified geographical areas, these columns shall 
respectively reflect the aggregate amount relating to specific 
credit impairment and portfolio credit impairment raised by the 
reporting bank in accordance with the relevant requirements of 
financial reptLng standards issued from time to time. 
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Columns relating to credit concentration risk - 20 largest exposures in debt and 
with e uity exposu 

number 

Columns relating t 
P F n u m b e r  

?.- - standardised approach, --- items 179 to 199 
Description 

3ebt exposure 

rhis column shall reflect the aggregate amount relating to the 
-eporting bank's twenty largest debt exposures, which debt 
Zxposures also have equity exposure of which the relevant 
3mounts are included in columns 2 to 4, calculated as the sum of 
my- 

[a) on-balance-sheet exposure, gross of any valuation 
adjustment or credit impairment; 

(b) off-balance-sheet exposure, including any relevant amount 
relating to an irrevocable commitment, prior to the 
application of any relevant credit-conversion factor; 

(c) exposure in respect of any repurchase or resale agreement; 
and 

(d) exposure in respect of any relevant derivative instrument, 
calculated in accordance with the relevant requirements 
specified in regulations Z ( l 5 )  to 23(19); 

which debt exposure amount reported in column 1 shall exclude 
the book vahe of any investment held by the reporting bank 
deemed to be an equity exposure in accordance with the 
relevant requirements specified in regulation 31. 
Equity expos6re 

This column shall reflect the relevant aggregate equity exposure 
amount relating to the reporting bank's twenty largest debt 
exposures which also have equity exposure, gross of any 
valuation adjustment or credit impairment, including any publicly 
or privately held instrument deemed to be an equity exposure in 
accordance with the relevant requirements specified in regulation 

watch list: standardised approach, items 200 to 209 
~ e s c r i ~ t i o n  

Exposure amount 

This column shall reflect the aggregate gross credit exposure 
amount in respect of the relevant obligor included in the 
reporting bank's watch list. -. -- - -- - 
Risk weighted value of net exposure 

This column shall reflect the reporting bank's relevant risk 
weighted net credit exposure amount, that is, the sum of the 
various types of credit exposure relating to the relevant 
counterparties on the bank's watch list, after the effects of -- -- 
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Column numb~ 1 .- 

:olumns relating tt - 
Column number - -- - - - -- - 

I 

--- Description 
netting, other forms of eligible credit risk mitigation, 
redistribution effects or relevant credit conversion factors have 
been taken into consideration, multiplied by the respective risk 
weights. - - -- -- 

credit risk mitigation: IRB gpproach, items 210 to 231 - -- --- 

Description 
Original credit and counterparty exposure 

In respect of the specified asset class this column shall reflect 
the relevant aggregate credit exposure amount relating to the 
reporting bank's- 

(a) on-balance-sheet exposure, gross of any valuation 
adjustment or credit impairment; 

(b) off-balance-sheet exposure, including amounts in respect of 
irrevocable commitments, prior to the application of any 
relevant credit-conversion factor; 

(c) exposure in respect of derivative instruments, calculated in 
accordance with the relevant requirements specified in 
regulations 23(l5) to 23(l9); 

Ld_r exposure in respect of any repurchase or resale agreeme$ 
Net exposure after netting agreements 

In respect of the specified asset class this column shall reflect 
the reporting bank's net credit exposure amount after the risk 
reducing effect of any nettmg agreement that complies with the 
relevant requirements specified in regulations 23(12)(a), 
23(14)(a) or 23(17] -- to 23(19)has been taken into consideration -- - - 
Unfunded credit protection:-guarantees 

In respect of the specified asset class this column shall reflect 
the relevant aggregate nominal amount in respect of guarantees 
obtained as credit protection, other than guarantees obtained 
that are subject to the provisions of regulations 23(12)(g) or 
23(14)(f) relating to double default- 

(a) which amount shall exclude any relevant adjustment in 
respect of any mismatch between the relevant credit 
exposure and the protection obtained; 

(b) which protection has not already been incorporated into an 
estimate of LGD; 

(c) the relevant value of which protection shall in no case 
exceed the value of the relevant exposure to which it 
relates. .~ ~ 
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- 
Column number 
I 

7 and 8 

--- - Description 
Jnfunded credit protection: credit derivative instruments 

n respect of the specified asset class this column shall refled 
he relevant aggregate nominal amount in respect of credit- 
ierivative instruments obtained as credit protection, other than 
:redit-derivative instruments obtained that are subject to the 
xovisions of regulation 23(12)(g) or 23(14)(f) relating to double 
jefault- 

a) which amount shall exclude any relevant adjustment in 
respect of any mismatch between the relevant credii 
exposure and the protection obtained; 

:b) which protection has not already been incorporated into an 
estimate of LGD; 

,c) the relevant value of which protection shall in no case 
exceed the value of the relevant exposure to which ii 
relates. --- 

Redistribution of net exposure after netting: inflows 

In respect of the specified asset class these columns shall 
include the aggregate net amount, that is, the relevant amount 
after the effect of netting has been taken into consideration, in 
respect of protected credit exposure that are deducted or 
redistributed from the relevant obligor's exposure class to the 
asset class relating to the relevant protection provider, including 
any redistribution in similar asset classes or sub-portfolios, or 
any transfer of exposure from the standardised approach to the 
IRB approach. 
~edistribution of net exposure after netting: oufflows 

In respect of the specified asset class these columns shall 
include the aggregate net amount, that is, the relevant amount 
after the effect of netting has been taken into consideration, in 
respect of protected credit exposure that are redistributed to the 
asset class relating to the protection provider, including any 
redistribution in similar asset classes or sub-portfolios, or any 
transfer of exposure from the IRB approach to the standardised 
approach. - - 
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Description -- - - .- -- 

Credit risk mitigation subject to double default: guarantees 

In respect of the specified asset class this column shall reflect 
the aggregate nominal amount in respect of guarantees 
qualifying as credit protection in accordance with the relevant 
requirements relating to double default specified in regulation 
23(12)(g) or 23(14)(f), which amount shall exclude any 
adjustment in respect of any mismatch between the relevant 
credit exposure and the protection obtained and which 
protection has not already been incorporated into an estimate of 
LGD. . . . . - 
Credit risk mitigation subject to double default: credit 
derivative instruments 

In respect of the specified asset class this column shall reflect 
the aggregate nominal amount in respect of credit derivative 
instruments qualifying as credit protection in accordance with 
the relevant requirements relating to double default specified in 
regulation 23(12)(g) or 23(14)(f), which amount shall exclude 
any adjustment in respect of any mismatch between the 
relevant credit exposure and the protection obtained and which 
protection has not already been incorporated into an estimate of 
LGD. - - -- 
Unfunded credit protection: guarantees 

In respect of the specified asset class this column shall reflect 
the aggregate nominal amount in respect of guarantees 
obtained as credit protection, other than guarantees obtained 
that are subject to the provisions of regulation 23(12)(g) or 
23(14)(f) relating to double default, which amount shall exclude 
any adjustment in respect of any mismatch between the 
relevant credit exposure and the protection obtained and which 
protection has - - been - - - - - . incorporated - into an estimate of LGD. - - - - - 
Unfunded credit protection: credit derivative instruments 

In respect of the specified asset class this column shall reflect 
the aggregate nominal amount in respect of credit-derivative 
instruments obtained as credit protection, other than credit- 
derivative instruments obtained that are subject to the 
provisions of regulation 23(12)(g) or 23(14)(f) relating to double 
default, which amount shall exclude any adjustment in respect 
of any mismatch between the relevant credit exposure and the 
protection obtained and which protection has been incorporated 
into - -- an . . . - estimate - of LGD. . .- - - . .- - -- 

Eligible financial collateral 

In respect of the spec~fied asset class, these columns shall 
reflect the current market value of eligible financial collateral 
obtained by the reporting bank as protection against an 
exposure to credit risk, including any eligible financial collateral 
subject to adjustment due to a maturity or currency mismatch, 
the respective - . aggregate - - - amounts - - . of which shall separately - 
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Description 
reported asGYcified - --- --- on the form BA210. 
Other eligible collateral 

In respect of the specified asset class, these columns shall 
reflect the current market value of any eligible collateral, other 
than elig~ble financial collateral, obtained by the reporting bank 
as protection against an exposure to credit risk, including any 
relevant residential real estate or commercial real estate, the 
respective aggregate amounts of which shall separately be 
reported as specified on the form BA210. 

Columns relating to restructured credit exposure: IRB approach, items 232 to 

Column number -=- Description 
Actual number of restructured credit exposure transactions 
in this reporting quarter 

In respect of the specified asset class this column shall reflect 
the aggregate number of transactions in respect of which the 
reporting bank allowed a restructuring of the relevant credit 

2 Exposure value of restructured credit exposure transactions 
in this reporting quarter 

I 
In respect of the specified asset class this column shall reflect 
the aggregate drawn amount relating to transactions in respect 

/of which the reporting bank allowed a restructuring of the 
I relevant credit exposure. I 

as percentage of asset class] I exposure and total credit exposure I 
respect of h e  specified asset class this column shall reflect 

relevant percentage calculated by dividing the aggregate 
amount relating to restructured credit exposure by the 

gross drawn amount in respect of the relevant asset 

Items relating to credit concentration risk - large exposure to a person: IRB 
tpproach - 

Item number Description 
254 to 269*i concentration risk - large exposure to a person 

Based on, amongst other things, the relevant requirements 
specified in subregulations (6) to (8), a bank that adopted the 
IRB approach for the measurement of the bank's exposure to 

I credit risk shall complete items 254 to 269 of the form BA210. -.---- -- 
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382 

Columns relating to credit concentration risk - large exposure to a person: IRB 
~ -. .- .- 

Column number . ..~ . Description -- - 

On-balance-sheet exposure 

This column shall reflect the aggregate amount in respect of the 
reporting bank's on-balance-sheet credit exposure to a person, 
other than any credit exposure arising from a derivative 
instrument or repo-style transaction, which amount shall be 
gross of any valuation adjustment -- or credit impairment. 
Off-balance-sheet exposure 

This column shall reflect the aggregate amount in respect of the 
reporting bank's off-balance-sheet credit exposure to a person, 
other than any credit exposure arising from a derivative 
instrument or repo-style transaction, including any relevant 
exposure amount in respect of an irrevocable commitment, prior 
to the application of any relevant credit conversion factor. - .- .-- . - . - - -- 
Repurchase and resale agreements 

This column shall reflect the aggregate amount in respect of 
any credit exposure to a person arising from a repurchase or 
resale agreement concluded with the said person by the 
reporting bank. . - - -- .. --- - -- . . 

Derivative instruments 

This column shall reflect the aggregate amount in respect of 
any credit exposure to a person arising from a transaction 
concluded in respect of a derivative instrument, calculated in 
accordance with the relevant re~uirements specified in 
regulations 23(15) to 23(191 
EAD as a- percentage~of-qualifying capital and reserve 
funds 

This column shall reflect the relevant required percentage by 
dividing the relevant EAD amount reported in column 9 by the 
relevant amount of qualifying primary and secondary capital and 
reserve funds of the reporting bank as reported in items 23 and 
62 of the form BA700. -- -- -- - -- -- 
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Column number -- 
14 

- - 
16 and 17 

- - 

- Description 
Eligibie financial collateral 

This column shall reflect the current market value of eligible 
financial collateral obtained by the reporting bank after the 
effect of any relevant haircut has been taken into consideration. - -- -- -- 
Other eligible collateral 

In respect of the relevant person this column shall reflect the 
current market value of any eligible collateral, other than eligible 
financial collateral, obtained by the reporting bank as protection 
against a large exposure to credit risk, including any relevant 
residential real estate or commercial real estate. 
Unfunded credit protection 

These columns shall reflect the aggregate amount in respect of 
unfunded eligible credit protection obtained by the reporting 
bank in respect of the bank's relevant large exposure to credit 
risk. 
Redistribution of reduced exposure: oufflows 

This column shall reflect the aggregate amount after the effect 
of netting has been taken into consideration in respect of 
protected credit exposure that are deducted or redistributed 
from the original obligor's exposure class to the asset class 
relating to the protection provider, including any redistribution in 
similar asset classes or sub-portfolios. -- - - - -- - -- 
Redistribution of reduced exposure: inflows 

This column shall reflect the aggregate amount after the effect 
of netting has been taken into consideration in respect of 
protected credit exposure that are redistributed to the asset 
class relating to the protection provider, including any 
redistribution in similar asset classes or sub-portfolios. ---- ---- 
Specific credit impairment 

This column shall reflect the aggregate amount relating to any 
specific credit impairment raised by the reporting bank in 
accordance with the relevant requirements of financial reporting 
standards issued from time to time. ---- 

!dit concentration risk - sectoral distribution: IRB approach 
-- 

~ e s c r i  p t ion-  
Sectoral distribution 

Based on, amongst others, the relevant specified sectors or 
industries, read with the relevant directives contained in the 
Standard Industrial Classification of all Economic Activities 
issued by Statistics South Africa from time to time, a bank that 
adopted the IRB approach for the measurement of its exposure 
to credit risk shall complete the relevant information specified in 
items 270 to 282. 



STAATSKOERANT. 1 JANUARIE 2008 No. 30629 389 

384 

Columns relating to credit concentration risk - sectoral distribution: IRB 
~pproach, item -- - 
Column numt - . . . - .. . - - . .- 

to 286 .- -- 

-- Description -- 

On-balance-sheet exposure 

Based on the specified sectors, this column shall reflect the 
aggregate amount in respect of the reporting bank's on- 
balance-sheet credit exposure, other than any credit exposure 
arising from a repurchase or resale agreement, or derivative 
instrument, which amount shall be gross of any valuation 
adjustment or credit impairment. -. - - - - - - -- 

Off-balance-sheet exposure 

Based on the specified sectors, this column shall reflect the 
aggregate amount in respect of the reporting bank's off- 
balance-sheet credit exposure, other than any credit exposure 
arising from a repurchase or resale agreement, or derivative 
instrument, including any relevant exposure amount in respect 
of an irrevocable commitment, prior to the application of any 
relevant credit conversion - - -- factor. -. 

Repurchase and resale agreements 

Based on the specified sectors, this column shall reflect the 
aggregate amount in respect of any credit exposure arising 
from a repurchase or resale agreement concluded by the 
reporting bank. .. -- -- 
~erivative%tstruments 

Based on the specified sectors, this column shall reflect the 
aggregate amount in respect of any credit exposure arising 
from derivative instruments. - - - - - - -- 
Risk weighted value 

Based on the specified sectors, this column shall reflect the 
reporting bank's relevant aggregate risk weighted credit 
exposure amount calculated in accordance with the relevant 
IRE3 approach adopted by the bank for the measurement of its 
q o s u r e  . - to credit risk. -- 

Specific credit impairment 

This column shall reflect the aggregate amount relating to any 
specific credit impairment raised by the reporting bank in 
accordance with the relevant requirements of financial reporting 
standards issued from time to time. - - --- - pp 
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385 

Items relating to credit concentration risk - Herfindahl-Hlrschman Index (HHI): 
IRB approach 

i. -- 
-- Description 

Wholesale HHI 

In order to identify potential concentration in the reporting bank's 
relevant credit portfolios, the bank shall, based on its risk 
weighted assets calculated in accordance with the relevant 
requirements specified in these Regulations, calculate its 
relevant Herfindahl-Hirschman Index, which index- 

(a) is defined as HHI = S (proportion of total value)' 

I) shall in the case of wholesale exposure be based on 
specified industries; 

:) may range in value, with the most diversified portfolio 
reflecting a calculated value close to zero and the most 
concentrated portfolio reflecting a calculated value close or 
equal to 100 per cent. 

Retail HHI 

In order to identify potential concentration in the reporting bank's 
relevant credit portfolios, the bank shall, based on its risk 
weighted assets calculated in accordance with the relevant 
requirements specified in these Regulations, calculate its 
relevant Herfindahl-Hirschman Index- 

(a) which risk weighted assets shall be divided by the relevant 
number of clients in order to determine the relevant average 
amount of risk weighted assets per client; 

(b) which index is defined as HHI = S (proportion of total value)' 

(c) which index shall in the case of retail exposure be based on 
specified products; 

(d) which index may range in value, with the most diversified 
portfolio reflecting a calculated value close to zero and the 
most concentrated portfolio reflecting a calculated value 
close or equal to 100 per cent. - - -- 
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Columns relating to credit concentration risk - geographical distribution: IRB 
approach, items 310 to 394 
[ - C O I U ~ ~  number -7 .- - Description -- 

On-balance-sheet exposure 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of the reporting bank's 
on-balance-sheet credit exposure, other than any credit 
exposure arising from a repurchase or resale agreement, or 
derivative instrument, which amount shall be gross of any 
valuation adjustment - -.-- or credit impairment. .- - 
Off-balance-sheet exposure 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of the reporting bank's 
off-balance-sheet credit exposure, other than any credit 
exposure arising from a repurchase or resale agreement, or 
derivative instrument, including any relevant exposure amount 
in respect of an irrevocable commitment, prior to the application 
of a p  relevant credit conversion factor. -. -- -. - , . - - ~ 

Repurchase and resale agreements 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of any credit exposure 
arising from a repurchase or resale agreement concluded by 
the reporting -. bank. -- --- - 

Derivative instruments 

Based on the specified geographical areas, this column shall 
reflect the aggregate amount in respect of any credit exposure 
arising from derivative . ... - - - -- instruments. .- -. -- 
Risk weighted value 

Based on the specified geographical areas, this column shall 
reflect the reporting bank's relevant aggregate risk weighted 
credit exposure amount calculated in accordance with the 
relevant IRB approach adopted by the bank for the 
measurement of - - its exposure . -. - - - to credit risk. -- 
Credit impairment 

Based on the specified geographical areas, these columns shall 
respectively reflect the relevant aggregate amount relating to 
specific credit impairment and portfolio credit impairment raised 
by the reporting bank in accordance with the relevant 
requirements of financial reporting standards issued from time 
to time 
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Columns relating to credit concentration risk - 20 largest exposures in debt and 
fith -- equity exposu 
Column number - - .- - 

B: IRE appraach, items 395 - to 415 
Description -- 

Debt exposure 

This column shall reflect the aggregate amount relating to the 
?eporting bank's twenty largest debt exposures, which debt 
exposures also have equity exposure of which the relevant 
amounts are included in columns 2 to 4, calculated as the sum of 
any- 

(a) on-balance-sheet exposure, gross of any valuation 
adjustment or credit impairment; 

(b) off-balance-sheet exposure, including any relevant amount 
relating to an irrevocable commitment, prior to the 
application of any relevant credit-conversion factor; 

(c) exposure in respect of any repurchase or resale agreement; 
and 

(d) exposure in respect of any relevant derivative instrument, 
calculated in accordance with the relevant requirements 
specified in regulations 23(15) to 23(l9); 

which debt exposure amount reported in column 1 shall exclude 
the book value of any investment held by the reporting bank 
deemed to be an equity exposure in accordance with the 
relevant ---- requirements specified in regulation 31. 
Equity exposure 

These columns shall reflect the relevant required aggregate 
equity exposure amounts relating to the reporting bank's twenty 
largest debt exposures which also have equity exposure, gross 
of any valuation adjustment or credit impairment, including any 
publicly or privately held instrument deemed to be an equity 
exposure in accordance with the relevant requirements specified 
in regulation 31. 
PD (%) 

In respect of the reporting bank's relevant exposure to an obligor 
in respect of whom the relevant debt exposure amount is 
included in column 1, this column shall reflect the reporting 
bank's relevant internally calculated PD ratio, which PD ratio 
shall be expressed as a percentage and shall be rounded to two 
decimal places. ---- 
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- . ~ - . Description - - 

In respect of the reporting bank's relevant exposure to an obligor 
in respect of whom the relevant debt exposure amount is 
included in column 1, this column shall reflect the reporting 
bank's relevant expected loss amount, calculated in accordance 

- -- - - the relevant requirements specified in these Regulations. -- - - - -- -- - 

list: IRB approach, items 416 to 422 .- -- - - -  

Column number -- -. Description - -- 
5 Risk weighted value of EAD 

In respect of the total credit exposure amount relating to the 
relevant obligor included in the reporting bank's watch list, this 
column shall reflect the relevant risk weighted amount, 

1 calculated in accordance with the relevant requirements 
.. - - -- specified in these Regulations. -- . 

6 Specific credit impairment 

In respect of the relevant obligor included in the reporting 
bank's watch, list, this column shall reflect the relevant 
aggregate amount relating to any specific credit impairment 
raised by the reporting bank in accordance with the relevant 
requirements of financial reporting standards issued from time 
to time. 



CREDIT RISK 
(Confidential and not available for inspection by the public) 

.............................................. Name of bank: 
Six months ended: ......................... (yyyylmmldd) 

BA 220 
Six monthly 

Country: 

(All amounts to be rounded off to the nearest R'000) 
I 1 I 1 1 I I I I 

Standardised and IRE approaches: 
Assets bought-in I 

Date bought Number of 
Companies acquked and immovable assets Line inlacquired' shares held 
bought-in 

Name of company or description of asset 1 1 I 

Credit facilities provided 
Attributable Market value Net asset by bank to each 

Type of Percentage Historic a date of / 
of / share of 

shares held interest held cost to date return company company 1 profiU(loss) 

Immovable assets' - total 

(Speafy) 

Total (of items 1 and 6) - 

1. ReWrt Separate details In respect of all investments in compenles bought-In, including the date on whlch the approval for the acqulskion of the company was obtalned from the Reglstrar, and the nature of business. 
2. Report Separate details of any immovable asset bought-in, in respect of which the hlstorlc cost to date exceeds 1 per cent of the reporting bank's qualifying capital and reserve funds reportd In Item 104 of the form 

BA700 as at the monthend preceding the month to whlch thls form BA220 relates, and which asset has not been dlsposed of at the end of the reporting period. 
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25. Credit risk - Directives and interpretations for completion of the six-monthly 
return concerning credit risk (Form BA220) 

(1 ) The conlent of the return is confidenlial and not available for inspection by the public. 

(2) The purpose of the return is to obtain selected information in respect of assets bought- 
in. 

(3)  The relevant calculation of the reporting bank's required amount of capital and reserve 
funds in respect of assets bought-in is contained in the form BA 200. Instead of providing 
any information related to the required amount of capital and reserve funds in respect of 
assets bought-in, the form BA 220 merely provides selected credit risk related inforniation in 
respect of such assets bought-in. 

(4) Instructions relating to the completion of the six-monthly form BA220 are furnished with 
reference to specific headings and item descriptions appearing on the form BA220, as 
follows: 

Item number 

1 to 5 Companies acquired 

These items shall reflect the relevant aggregate amounts relating to companies 
acquired or bought-in during the preceding five years in order to protect an 
investment, loan or advance and which companies have not been disposed of at the 
end of the reporting period. After a lapse of five years any relevant company 
bought-in shall no longer be regarded as an asset bought-in to protect an advance 
or investment, and shall be reclassified to the appropriate asset class. 

6 to 11 Immovable assets 

These items shall reflect the relevant aggregate amounts relating to immovable 
assets acquired or bought-in during the preceding five years in order to protect a 
loan or advance and which immovable assets have not been disposed of at the end 
of the reporting period. After a lapse of five years any relevant asset bought-in shall 
no longer be regarded as an asset bought-in to protect a loan or advance, and shall 
be reclassified to the appropriate asset class. 
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, LIQUIDITY RISK 

Paae no. 

1. Form BA 300 - Liquidity risk .................................................................... 392 

2. Regulation 26 - Directives, definitions and interpretations for completion 
of monthly return concerning liquidity risk (Form BA 300) ..... 396 



LIQUIDITY RISK 
(Confidential 3nd not available for tnspection by the public) 

..................................................... Name of bank.. 
Month ended.. ................................................. (yyyy-mm-dd) 

BA 300 
Monthly 

(All amounts to be rounded off to the nearest R'000) 
I I 

I i More than , 1 Line I Total Next day 
Contractual balance sheet mismatch I no. months months 1 months 

1 1 5 6 7 ' 8  9 10 

Contractual maturity o f  assets (items 2 to 4) I I 
a , .  I 
' .- .=-:;s j I 

1 

' 

Trading, hedging and other investment tnstruments 1 3 t I I I I I 
Other assets 1 4 1  I I I 1 i I I I 

j 5 '  I 1 I I I Contractual maturity of liabilities (items 6 to 9 )  I 1 
Stable deposits i 6 
Volatile deposits i 
Trad~ng and hedging instruments 8 

Other liabilities 9 1  

I 
I I I 

On-balance sheet contractual mismatch (item 1 less item 5) 

Cumulative on-balance sheet contractual mismatch 
Off-balance sheet exposure to liquidity risk 
of which: 

Liquidity facilities provided to off-balance sheet vehicles 

Undrawn commitments (items 15 to 17) 

Unutilised portion of irrevocable lending facilities 

Unutilised portion of irrevocable letters of uedit 
Indemnities and guarantees 

1 

I 

10 

11 

12 

13 
14 

15 

16 

17 

1 I 
I I 
I ~ I 

I 

I ! I 

I 

1 1 
I 

-- 
1 

I 

I 



Business as usual (BaU) balance sheet mismatch' 

BaU maturity of assets (items19 to 21) 
Advances 
Trading, hedging and other investment instruments 
Other assets 

BaU maturity of liabilities (items 23 to 26) 
Stable deposits 
Volatile deposits 
Trading and hedging instruments 
Other liabilities 

On-balance sheet BaU mismatch (item 18 less item 22) 

All amounts to b e m d e d  off to the nearest R'000) , , , 
More than 1 F o r e t h a n Z G t h a n  3 More than 6 lMore than 1 

months to 31 months to 6 months to 1 ! 1 maturity 
months I months p a r  , 

1 s  -- -- i 1 4  

Curnula:ive on-bf ia~e sheet BaU mismatch 1 
-A 

1. Please separately submit assumptions made and any othar relevant infarma!lcn. 

Bank-specific stress mismatch' 

Stressed maturity of assets (items 30 to 32) 
Advances 
Trading, hedging and other investment instruments 
Other assets 

Stressed maturlty of liabilltles (items 34 to 37) 
Stable deposits 
Volatile deposits 
Trading and hedging instruments 
Other liabilities 

On-balance sheet stress mismatch (item 29 less item 33) 
Cumulative on-balance sheet stress mismatch 
Stressed outflows arising from off-balance sheet exposure 
Cumulative stressed outflows 
1. Please separately submn assumptions made and any oUler releva 



(All amounts to be rounded off to the nearest R'000) 
I 

Available sources of stress funding 

Realisable by forced sale (total of items 43 to 45) 

Investment securities classified as available for sale 

Unencumbered tradmg securities 

Assets available for securitisation vehicles 
FX market liquid~ty 

Available repo facilities (item 48 plus item 49 minus item 50) 
Ringfenced portfolio of prudential liquid securities 

25% of liquid assets held 
Current utilisation under Reserve Bank allotment 

Estimated unutilised interbank funding capacity 

Unsecured funding lines 

Secured funding lines 
Drawdown capacity in respect of call loans 

Other fundmg 

Total available liquidity [total of items 42, 46, 47 ana 51 to 55) 

I I I More than 1 I 
Lme / Total Next day , 2 t o ?  days ' , days month I , month to 2 / 

1 na I I 8 months 

(All amounts to be rounded off to the nearest R'000) 
I More than 1 More than 2 

Total 1 Next day 2 to  7 days dap month to  2 months to  3 
Concentration of deposit funding month , months months 

". i I I I I 

58 I 1 
fin I I I I I 

j 

,.,. . . % 

e* ;* T.s3'"  , _ - , 1  - i l j  " - - - . . -  j - 2  ". * 2, 9..e *%\  % +#*.3,* ,,: *.a* *>J --^- . & 

I 

Ten largest government and parastatals fund~ng balances 

Negotiable paper funding Instruments 
of whrch. ~ssued for a per~od not exceed~ng twelve months 

60 

61 

62 
of which' issued for a per~od ~xceed~p,g five years E3 



Foreign exchange contractual maturity ladder 
(converted b ZAR) 

- 
FX assets (total of items 65 to 69) 

USD 
EUR 
GBP 
Other 
ZAR leg of FX derivatives 

FX liabilities (total of items 71 b 75; 
USD 
EUR 
GBP 
Cther 
ZAR leg ui FX derivati~es 

ZAR funding posltion of FX exposures (item 64 !ess item 70) 

(All amounts to be rounded off to the nearest P'000) 

Anticipated change in  business' 

Line 
no. 

Total 

Line Total 
no. 

Trading, hedging and other investment instmments 
Other assets 

7 

Expected incremental change due to change in  assets (total 
of items 78 to 80) 

Advances 

I I 

Expected incremental change due to change in  liabilities 
(total of items 82 to 85) 1 

- 

next 8 
months 

Stable deposits 
Volatile deposits 
Trading and hedging instrumenls 
Other liabilities 

Expected funding inflows I (outnows) to fund change in 
buslness (item 77 less item 81) 

, 1 moyhs 1 year 1 1 1 months months 

More than 11 More than 2  1 More than 31 More than 6 :More than 
month ta 2  months to 3  months to 6months to 7 

par 

I 

-- 
I 

6 months 
to 1 year 

77 

78 

- - -  

I. During the next 12 monihs 

1 2 1 3  4 L.-l--!L - 8-4-9 1 

Next day days 1 daltO month 

1 2 3 
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26. Liquidity risk - Directives, definitions and interpretations for completion of 
monthly return concerning liquidity risk (Form BA 300) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is to determine- 

(a) at the reporting date, in respect of specified time buckets- 

(i) the contractual mismatch between assets and liabilities; 

(ii) the "business-as-usual" mismatch between assets and liabilities; 

(iii) the bank specific stress mismatch; 

(b) in respect of a crisis scenario, the quantity and sources of funding available to 
the reporting bank; 

(c) in respect of funding sources, the reporling bank's potential concentration risk; 

(d) in respect of significant currencies, the reporting bank's exposure to foreign 
exchange; 

(e) the expected change in the bank's balance sheet. 

(3) A bank shall retain an audit trail in respect of the underlying data relating to the base 
models supporting the relevant form BA 300, which audit trail- 

(a) shall provide a reconciliation between the total assets and the total liabilities 
reported on the form BA300 and the total assets and the total liabilities contained 
in the reporting bank's general ledger systems, which reconciliation- 

(i) on request, shall be made available to the Registrar; 

(ii) shall not be included in the form BA300; 

(b) shall contain adequate explanations in respect of any reconciliation differences. 

(4) Unless specifically otherwise provided, any position reported on the form BA300 shall 
be included in the relevant time bucket based on the position's remaining term to contractual 
maturity. In the case of a product with multiple maturity dates, the reporting bank shall 
assume that- 

(a) cash inflows will occur only at the latest residual contractual maturity date; 

(b) cash outflows will occur at the earliest residual contractual maturity date. 
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(5) Whenever specified or relevant, all amounts reported on the form BA300 in respect of 
a specified bucket shall represent the respective total amounts relating to, amongst others- 

(a) assets, which total amount of assets shall be gross of any related impairment, 
allowance or provision for loss; 

(b) liabilities; or 

(c) derivative instruments, which total amount shall be the aggregate present value 
amount of the relevant cash flow amounts. 

(6) Whenever relevant, unless specifically otherwise stated, a bank- 

(a) shall include any asset or liability item with no maturity profile in the bucket titled 
"non contractual" or "indeterminate maturityn, as the case may be; 

(b) shall in accordance with Financial Reporting Standards issued from time to time 
translate to the reporting currency any asset or liability item denominated in 
foreign currency; 

(c) shall report all inflows and outflows as positive amounts. 

(7) Whenever relevant. for purposes of reporting on the form BA 300 of- 

(a) specified asset classes, the category titled- 

(i) "advancesn shall includu- 

(A) all loans or advances made by the reporting bank, whether asset- 
backed or unsecured; 

(B) all advances originated by the reporting bank through transactional 
banking facilities, such as overdrafts; 

(C) any structured finance loans; 

(ii) "trading, hedging and investment instruments" shall include- 

(A) any financial matlet investment instrument, collateral deposits and 
unlisted equity investments; 

(El) any relevant derivative position or instrument; 

(C) any asset held in terms of a trading or investment activity of the 
reporting bank; 
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(iii) the values of the relevant long leg and short leg usually move in 
the opposite direction, that is- 

(aa) a long cash position is hedged by a total return swap, or 
vice versa, as envisaged in sub-item (i) above, but an 
asset mismatch exists between the reference obligation 
and the underlying exposure, and the requirements 
relating to an asset mismatch specified in regulation 
23(9)(d)(xi)(B)(xviii) are met; 

(bb) the relevant two legs relate to identical instruments as 
envisaged in sub-item (i) above but a currency or maturity 
mismatch exists between the credit protection and the 
underlying asset; 

(cc) the relevant positions meet the relevant requirements 
specified in sub-item (ii) above except that a currency or 
maturity mismatch exists between the credit protection 
and the underlying asset; or 

(dd) the relevant positions meet the relevant requirements 
specified in sub-item (ii) above but an asset mismatch 
exists between the cash position and the credit derivative 
instrument, and the underlying asset is included in the 
deliverable obligations in terms of the credit derivative 
documentation. 

the reporting bank shall calculate and maintain a capital 
requirement only in respect of the side of the transaction that 
requires the highest capital requirement, that is, instead of 
adding the specific risk capital requirements for each side of 
the relevant transaction in respect of the credit protection and 
the underlying asset the reporting bank shall calculate and 
maintain a capital requirement only in respect of the side of the 
transaction that requires the highest capital requirement. 

(iv) the relevant hedged position relates to a position other than the 
positions envisaged in sub-items (i) to (iii) above, the reporting 
bank shall calculate and maintain a capital requirement in 
respect of both sides of the relevant transaction; 

(v) the reporting bank holds a position arising from a first-to-default 
or second-to-default product in its trading book, the bank- 

(aa) shall in the case of a long position, that is, when the bank 
buys basket credit linked notes, be deemed to act as a 
protection seller and as such, based on the relevant 
requirements specified in regulation 23(9)(d), add the 
relevant specific risk requirement or apply the relevant 
ext vnal rating in the case of a rated instrument; 
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(bb) shall in the case when the bank issues the relevant notes 
be deemed to act as a protection buyer and as such, 
based on :he relevant requirements specified in 
regulation 23(9)(d), be allowed to off-set specific risk in 
respect of the relevant exposure with the lowest specific 
risk requirement. 

(iii) Matters relating to general risk 

(A) A bank that adopted the standardised approach for the measurement 
of the bank's exposure to market risk- 

(i) may in order to calculate the bank's general risk requirement, at 
the discretion of the bank, apply either the maturity method 
prescribed in itarn (B) below or duration method prescribed in 
item (C) below; 

(ii) shall apply a separate maturity ladder in respect of each 
relevant currency provided that subject to the approval of and 
such conditions as may be specified in writing by the Registrar 
the reporting bank may apply a single maturity ladder in respect 
of currencies in which the bank's business is insignificant in 
which case the reporting bank shall within each relevant time 
band- 

(aa) assign the relevant net long or short position in respect of 
each relevant currency; 

(bb) in order to calculate the bank's relevant gross position, 
irrespective whether or not a net position is long or short, 
aggregate the relevant net long positions and relevant net 
short positions; 

(iii) shall in respect of each relevant currency separately calculate 
the bank's relevant required amount of capital and reserve 
funds; 

(iv) shall unless specifically otherwise provided in this regulation 28 
base its calculation of the required amount of capital and 
reserve funds on the absolute amount of all relevant calculated 
positions, that is, unless specifically otherwise provided the 
reporting bank shall not apply offsetting between calculated 
positions or requirements of opposite sign, provided that in 
respect of any debt instrument with a high yield to redemption 
the Registrar may disallow offsetting of the relevant position 
against other relevant positions even when provision is 
otherwise made in terms of these Regulations for the bank to 
offset the said positions; 
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shall in the case of a credit-default swap include any relevant 
periodic premium or interest payment due as a notional position 
in a government bond with the relevant fixed or floating rate; 

shall in the case of a total return swap contract include the 
relevant interest rate legs of the contract as a notional short or 
long position, as the case may be; 

shall in the case of a credit-linked note in terms of which the 
bank acts as a protection provider include in its measurement 
system the relevant coupon or interest rate exposure of the 
said note; 

shall in accordance with the relevant requirements specified in 
items (B) or (C) below calculate and maintain a capital 
requirement in respect of general risk equal to the sum of the 
specified requirements relating to- 

(aa) the relevant net short or long position in respect of the 
bank's entire trading book; 

(bb) the relevant portion in respect of the specified offsetting 
positions within each relevant time-band; 

(cc) the relevant portion in respect of the specified offsetting 
positions across different time-bands; 

(dd) the relevant net requirement in respect of specified 
positions in options. 

(B) Maturity method 

A bank that adopted the maturity method for the measurement of the 
bank's exposure to general risk- 

(i) shall assign to the relevant maturity band specified in the 
maturity ladder specified in table 2 below the relevant actual or 
notional amount relating to each relevant long or short position 
in a debt security or other instrument of interest rate exposure 
held in the reporting bank's trading book, including any relevant 
derivative instrument, provided that the bank may omit from the 
said interest rate maturity framework opposite positions of the 
same amount and in respect of the same issue, but not in 
respect of different issues by the same issuer. 
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(ii) 

(iii) 

(iv) 

Table 2 
Maturity method: time bands and M 

(upon equal to / Coupon less than 
3%3 

Maturity band 
I I 0 1 I month I 0 1 I month 

> 3 5 4 years -- 

> 5 1 7 years 
> 7 1  10 years 

'a > 10 1 15 years 

> 1,9 s 2,8 years 
> 2,8 2 3,6 years 
> 3,6 5 4,3 years 
> 4,3 5 5 7  years 
> 5,7 2 7,3 years 
> 7,3 1 9,3 years I- 

> 20 years > 1 0,6 2 12,O years 
> 12.0 1 20,O years 

1. Based on the residual term to maturity the bank 

weight 
(%I 
0,oo 

0,20 
0,40 
O,7O 
1,25 
1,75 

2,25 

2,75 
3,25 
3,75 

4,50 
5,25 
6,OO 

8,OO 
12,50 

111 assig~ 

Assumed 
change in 

yield 

1 ,oo 

1 ,oo 
1 ,oo 
1 ,oo 
0.90 
0,80 

0,75 

0,75 
0,70 
0,65 

0.60 
0,60 
0.60 
0,60 

0,60 
D the releva1 Shl 

time band the relevant position arisingfrom any fixed rate instrument. 
2. Based on the residual term to the next repricing date the bank shall assign to 

the relevant time band the relevant position arising from any floating-rate 
instrument. 

3. Including any zerecoupon bond or deepdiscount bond. 

shall, based on the relevant weights specified in table 2 above, 
which weights reflect the price sensitivity of all relevant 
positions to assumed changes in interest rates, weight all 
relevant positions assigned by the bank to the relevant maturity 
band; 

shall in order to determine a single short or long position in 
respect of each specified maturity band offset the weighted 
long positions and weighted short positions within the said 
maturity band; 

shall in respect of the lower aggregate amount of the relevant 
long or short positions in a particular maturity band calculate a 
10 per cent capital requirement in order to reflect basis risk and 
gap risk since each relevant maturity band will include different 
instruments and different maturities. For example, when the 
sum of the weighted long positions in a particular time band is 
equal to RlOO million and the sum of the weighted short 
positions in the said time band is equal to R90 million, the 
deemed amount in respect of vertical disallowance for the 
particular time band shall be equal to 10 per cent of 
R90 million, that is, R9.0 million; 
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shall offset the relevant net positions within each of the 
relevant three time zones specified in table 2 above, and 
subsequently offset the relevant calculated net positions 
between the three different time zones specified in table 2 
above provided that the said offsetting of net positions shall be 
subject to a scale of disallowances, which disallowance factors 
are specified in table 3 below and are expressed as a fraction 
of the relevant calculated matched and unmatched positions, 
that is, the reporting bank shall offset the weighted long 
positions and weighted short positions within each of the three 
specified time zones and subsequently offset the residual net 
position in each relevant time zone against opposite positions in 
the other time zones provided that the said offsetting of 
positions within and between the relevant time zones shall be 
subject to the disallowance factors specified in table 3 below, 
which disallowance factors shall constitute a separate 
component of the reporting bank's required amount of capital 
and reserve funds. 

shall maintain a capital requirement equal to 100 per cent of 
any residual position not subject to any form of offsetting as 
envisaged in sub-items (iii) to (v) above provided that subject to 
such conditions as may be specified in writing by the Registrar, 
the Registrar may for purposes of calculating a bank's 
exposure to general risk disallow the said reporting bank to 
offset certain positions relating to high yield instruments against 
any other debt instruments; 

Table 3 
Horizontal disallowances 

shall in the case of residual currencies as envisaged in item 
(A)@) above apply the risk weights specified in table 2 above in 
respect of the gross positions calculated in respect of each 
relevant time band, with no further offsets; 

lTil"% zone' factor iike within the 
relevant time 

- 

- 

--- 

--- 

shall maintain an aggregate capital requirement in respect of 
the maturity method equal to the sum of the relevant amounts 
specified in this item (6). 

1. Based on the maturity bands specified in table 2 above. 

factor Disallowance between 
adjacent time 

zone . 

40% 

40% 

factor ~ i s a l l o w a n i e  between 
time zones I and 

3 

- -- 

100% -- 

-- 

-- 
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(C) Duration method 

A bank that wishes to adopt the duration method for the measurement 
of the bank's exposure to general risk, which method provides a more 
accurate measure of the bank's exposure to general risk than the 
maturity method due to the separate measurement of the price 
sensitivity of each relevant position- 

(i) shall obtain the prior written approval of the Registrar and at all 
times, in addition to the relevant requirements specified in this 
paragraph (b), comply with such requirements as may be 
specified in writing by the Registrar; 

(ii) shall, based on- 

(aa) the maturity of each relevant instrument; 

(bb) ;he relevant requirements specified in table 4 below; and 

(cc) the relevant requirements specified in this item (C), 

separately measure the price sensitivity of each relevant 
instrument in terms of a change in interest rates of between 0.6 
and 1.0 percentage points. 

Table 4 
Duration method: time bands and assumed changes in yield 

] Z G G G  Duration f ~ssumed change in 

(iii) shall assign to the relevant time band specified in the duration- 
based ladder specified in table 4 above the calculated sensitivity 
measure of the relevant instrument or position; 

1 ,OO 

1 ,00 

1 ,00 

1 ,oo 
0,90 

0,80 
0,75 

0,75 

0.70 

0,65 

0,60 
0,60 

0,60 

0,60 

0,60 

0 I 1 month 

> 1 I 3 months 
> 3 5 6 months 

> 1 ,O I 1.9 years 

> 1,Q I 2,8 years 

3 

> 5,7 s 7,3 years 

> 7,3 I 9.3 years 
> 9,3 s 10,6 years 

> 10,6 2 12,O years 

> 12,O I 20,O years 

> 20 years 
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(iv) shall in a manner similar to the method specified in item (B)(iv) 
above, in order to capture basis risk in respect of the relevant 
long positions and short position within each relevant time band, 
calculate and maintain a 5 per cent capital requirement, which 
capital requirement shall constitute the vertical disallowance 
component; 

(v) shall subsequently carry forward the relevant net position in each 
relevant time band and offset the said net positions within and 
between the relevant time zones in accordance with and subject 
to the relevant requirements and horizontal disallowance factors 
specified in item (B)(v) and in table 3 above; 

(vi) shall maintain a capital requirement equal to 100 per cent of 
any residual position not subject to any form of offsetting as 
envisaged in sub-items (iv) and (v) above provided that subject 
to such conditions as may be specified in writing by the 
Registrar, the Registrar may for purposes of calculating a 
bank's exposure to general risk disallow the said reporting bank 
to offset certain positions relating to high yield instruments 
against any other debt instruments; 

(vii) shall in the case of residual currencies as envisaged in item 
(A)(ii) above apply the assumed change in yield specified in 
table 4 above in respect of the gross positions calculated in 
respect of each relevant time band, with no further offsets. 

(iv) Matters relating to interest rate derivative instruments 

(A) Irrespective of the measurement system adopted by the reporting 
bank for the measurement of the bank's exposure to market risk the 
bank shall include in its calculation of market risk exposure all interest 
rate derivative instruments and off-balance sheet instruments that 
respond to changes in interest rates, which instruments are held by 
the bank in its trading book, including any forward rate agreement, 
any other forward contract, any bond future, any interest rate or 
cross-currency swap contract or any forward foreign exchange 
position, provided that the reporting bank- 

(i) shall calculate all relevant positions in accordance with the 
relevant requirements specified in item (B) below; 

(ii) shall calculate all relevant capital requirements relating to 
derivative instruments in accordance with the relevant 
requirements specified in item (C) below. 
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(6) Matters relating to the calculation of positions in interest rate 
derivative instruments 

A bank that adopted the standardised method for the measurement 
of the bank's exposure to market risk shall convert all relevant 
transactions in derivative instruments into positions in the relevant 
underlying instrument and calculate the relevant specific risk and 
general risk requirements in accordance with the relevant 
requirements specified in this paragraph (b) provided that- 

(i) the bank shall base all relevant calculations on the market 
value of :he principal amount relating to the relevant underlying 
or notional underlying; 

(ii) in the case of any instrument in respect of which the notional 
amount differs from the effective notional amount, the bank 
shall use the effective notional amount; 

(iii) in the case of any future contract on a corporate bond index, 
the bank shall include the relevant positions at the market value 
of the notional underlying portfolio of securities; 

(iv) in the case of any future or forward contract, including any 
forward rate agreement, the bank shall treat the contract as a 
combination of a long position and a short position in a notional 
government security provided that the maturity of the said 
future or forward rate agreement shall be the period until 
delivery or exercise of the contract plus the life of the 
underlying instrument when relevant. For example, a long 
position in a June three month interest rate future, which 
contract is concluded in April, shall be reported as a long 
position in a government security with a maturity of five months 
and a short position in a government security with a maturity of 
two months. 

When a range of deliverable instruments may be delivered to 
fulfil the relevant requirements of a contract, the bank may 
decide which deliverable security should be included in the 
maturity or duration ladder provided that the bank shall take 
into consideration any conversion factor defined by the relevant 
exchange. 

(v) in the case of any swap contract the bank shall treat the 
relevant positions as two notional positions in government 
securities with relevant maturities. For example, an interest rate 
swap contract in terms of which the reporting bank receives 
floating rate interest and pays fixed interest shall be treated as 
a long position in a floating rate instrument of maturity 
equivalent to the period until the next interest fixing and a short 
position in a fixed-rate instrument of maturity equivalent to the 
residual life of the swap contract; 
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(vi) in the case of a swap contract that pays or receives a fixed or 
floating interest rate against some other reference price, such 
as a stock index, the bank shall include the interest rate 
component in the relevant repricing maturity category, with the 
equity component being included in the equity framework in 
accordance with the relevant requirements specified in 
paragraph (c) below; 

(vii) in the case of a cross-currency swap contract the bank shall 
report the relevant separate legs of the contract in the relevant 
maturity ladders relating to the currencies concerned. 

(C)  Matters relating to the calculation of capital requirements relating to 
positions in interest rate derivative instruments 

In respect of specific risk and general risk a bank may exclude from 
the relevant interest rate maturity framework long positions and short 
positions, irrespective whether the said positions are actual or 
notional positions, in respect of identical instruments issued by the 
same issuer and which instruments have the same coupon and 
maturity and are denominated in the same currency, including any 
matched position in respect of a future or forward and its 
corresponding underlying, provided that- 

(i) in the case of a future contract the bank shall report the 
relevant leg that represents the time to expiry of the said future 
contract; 

(ii) when the future or forward contract comprises a range of 
deliverable instruments the reporting bank shall only offset 
positions in the said future or forward contract and its relevant 
underlying when a readily identifiable underlying security that is 
most profitable for the person with the short position to deliver, 
exists. the price of which security, often referred to as the 
"cheapest-to-deliver", and the price of the said future or forward 
contract are likely to move in close alignment; 

(iii) the reporting bank shall in no case apply offsetting between 
positions in different currencies, that is, the reporting bank shall 
include in the relevant calculation of each currency the relevant 
separate legs relating to any cross-currency swap or forward 
foreign exchange contract, which legs shall be recorded as 
notional positions in the relevant instruments; 

(iv) the reporting bank may fully offset opposite positions in the 
same category of instruments, including the relevant delta- 
equivalent value in respect of options, provided that the said 
positions shall relate to the same underlying instruments, be of 
the same nominal value and be denominated in the same 
currency, and in the case of- 
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(aa) any future contract the offsetting positions in the notional 
or underlying instruments to which the future contract 
relates shall be for identical products and mature within 
seven days of each other; 

(bb) any floating rate position arising from a swap or FRA 
contract the reference rate shall be identical and the 
coupon shall be closely matched, that is, the coupon shall 
be within 15 basis points; 

(cc) any swap, FRA or forward contract, the next interest 
fixing date or, in the case of any fixed coupon position or 
forward, the residual maturity- 

(i) shall be the same day for positions less than one 
month hence; 

(ii) shall be within seven days for positions between 
one month and one year hence; 

(iii) shall be within thirty days for positions over one 
year hence; 

(v) subject to the prior written approval of and such conditions as 
may be specified in writing by the Registrar, a bank with a large 
swap book may use alternative formulae in order to calculate 
the swap positions to be included in the relevant maturity or 
duration ladder specified in this paragraph (b) provided that- 

(aa) all relevant positions shall be denominated in the same 
currency; 

(bb) Ihe calculated positions shall fully reflect the sensitivity of 
the cash flows to interest rate changes; and 

(cc) the reporting bank shall capture all relevant calculated 
positions in the appropriate time bands. 

For example, a bank may first convert the payments required 
by the swap into the respective present values by discounting 
each payment using zero coupon yields, in which case, based 
on the relevant requirements, general risk framework and time 
band specified above, the bank shall capture a single net 
amount relating to the present value of the cash flows in the 
appropriate time band by applying the relevant procedures that 
apply tc zero or low coupon bonds. Alternatively the reporting 
bank may calculate the sensitivity of the net present value 
implied by the change in yield specified in the maturity or 
duration method and allocate the said sensitivity measures into 
the relevant time bands specified in this paragraph (b). 
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(vi) in the case of any interest rate or currency swap, FRA, forward 
foreign exchange contract, interest rate future or future on an 
interest rate index such as JIBAR, no specific risk requirement 
shall apply; 

(vii) in the case of any future contract in respect of which the 
underlying instrument is a debt security, or an index 
representing a basket of debt securities, the reporting bank 
shall, based on the credit risk of the issuer and the relevant 
requirements specified in this paragraph (b), calculate the 
relevant specific risk requirement; 

(viii) subject to the specific exemptions specified in this item (C), 
based on the relevant requirements specified in this paragraph 
(b), the reporting bank shall calculate a general risk 
requirement in respect of all relevant positions in derivative 
instruments, in a manner similar to any cash position. 

(c) Matters relating to equity instruments and equity position risk 

(i) Based on the relevant requirements specified in this paragraph (c), in 
respect of any relevant long or short equity position held by the reporting 
bank in its trading book- 

(A) including- 

(i) any instrument that exhibits market behaviour similar to 
equities; 

(ii) any ordinary shares, irrespective whether or not the said shares 
have voting rights attached to them; 

(iii) any commitment to buy or sell equity securities; 

(iv) any convertible instrument that trades in a manner similar to an 
equity instrument, 

(B) excluding non-convertible preference shares, which preference 
shares are subject to the requirements specified in paragraph (b) 
above, 

the reporting bank shall separately calculate the relevant minimum required 
amount of capital and reserve funds relating to specific risk and general 
risk provided that unless specifically otherwise provided in this paragraph 
(c) the bank may report long positions and short positions in respect of the 
same issue on a net basis. 
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(ii) 

(iii) 

(iv) 

Matters relating to specific risk 

In respect of a bank's gross equity positions, that is, the sum of all relevant 
long equity positions and all relevant short equity positions, held in the 
bank's trading book, a bank that adopted the standardised approach for the 
measurement of the bank's exposure to market risk shall on a market by 
market basis, that is, in respect of each relevant national market or 
currency in which the reporting bank holds equities, calculate and maintain 
a minimum required amount of capital and reserve funds relating to specific 
risk, which required amount of capital and reserve funds- 

(A) shall in the csse of a liquid and well-diversified equity portfolio that 
complies with such requirements and criteria as may be specified in 
writing by the Registrar be equal to four per cent of the said gross 
equity position; 

(6) shall in the case of a less liquid equity portfolio that complies with 
such requirements and criteria as may be specified in writing by the 
Registrar be equal to twelve per cent of the said gross equity 
position; 

(C) shall in all other cases be equal to eight per cent of the said gross 
equity position. 

Matters relating to general risk 

In respect of a bank's net position in a specific equity market or equity 
index, that is, the difference between the sum of all relevant long equity 
positions and the sum of all relevant short equity positions in a particular 
national equity market or equity index, held in the bank's trading book, a 
bank that adopted the standardised approach for the measurement of the 
bank's exposure to market risk shall calculate and maintain a minimum 
required amount of capital and reserve funds relating to general risk equal 
to eight per cent of the said net equity position. 

Matters relating to equity derivative instruments 

A bank that adopted the standardised approach for the measurement of the 
bank's exposure to market risk shall include in its measurement system all 
equity derivative instruments and off-balance sheet positions that are 
affected by changes in equity prces, including any future or swap contract 
on individual equities or stock indices, provided that- 

(A) the bank shall measure and report any equity position arising from an 
option contract in accordance with the relevant requirements 
specified in paragraph (f) below instead of in accordance with the 
requirements specified in this paragraph (c); 

(B) the reporting bank shall convert all relevant derivative positions into 
notional equity positions in the relevant underlying instruments; 
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when equities form part of a forward contract, a future contract or an 
option contract, irrespective whether equities are to be received or 
delivered, the reporting bank shall report the relevant leg of the 
contract that relates to any interest rate or foreign currency exposure 
in accordance with the relevant requirements specified in this 
subregulation (7); 

the reporting bank shall report any future or fotward contract relating 
to an individual equity at the current market price; 

the reporting bank shall report futures relating to stock indices as the 
marked-to-market value of the relevant notional underlying equity 
portfolio; 

the reporting bank shall treat any equity swap contract as two 
notional positions. 

For example, the bank shall treat an equity swap contract in terms of 
which the bank receives an amount based on the change in value of 
one particular equity or stock index and pays a different index as a 
long position in the former and a short position in the latter. 

When one of the legs involves receivinglpaying a fixed or floating 
interest rate, the bank shall report the relevant exposure in 
accordance with the relevant requirements for interest rate related 
instruments specified in paragraph (b) above. 

the reporting bank shall either "carve out" any equity option or stock 
index option with its associated underlying or, based on the relevant 
requirements of the delta-plus method specified in paragraph (f)(iii) 
below, incorporate the relevant position in the measure of general 
market risk. 

(v) Matters relating to the calculation of minimum required capital and reserve 
funds 

In calculating its minimum required amount of capital and reserve funds 
relating to specific risk and general risk, a bank that adopted the 
standardised approach for the measurement of the bank's exposure to 
market risk may fully offset matched positions in respect of each identical 
equity or stock index in each relevant market in order to obtain a single net 
short or long position to which the bank shall apply the relevant 
requirements specified for specific risk and general market risk, that is, the 
bank, for example, may fully offset a future in a particular equity instrument 
against an opposite cash position in the same equity instrument, provided 
that- 

(A) the bank shall report any related interest rate risk arising from a 
derivative contract in accordance with the relevant requirements 
specified in paragraph (b); 
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(B) the bank shall in respect of any relevant net long or short position 
relating to an index contract- 

(i) comprising a well-diversified portfolio of equities that complies 
with such requirements and criteria as may be specified in 
writing by the Registrar, in addition to the relevant requirement 
relating to general market risk specified above, apply a further 
capital requirement equal to two per cent of the said net long or 
short position; 

(ii) other tharl an index contract comprising a well-diversified 
portfolio of equities as envisaged in sub-item (i), in addition to 
the relsvant requirement relating to general market risk, apply a 
further capital requirement equal to four per cent of the said net 
long or short position, 

which capital requirement shall be deemed to make provision for 
factors such as execution risk. 

(C) when the reporting bank implements a futures related arbitrage 
strategy, that is, when the bank- 

(i) enters into an opposite position in exactly the same index at 
different dates, or in different market centres; or 

(ii) established an opposite position in contracts at the same date 
in different but similar indices, and the two indices contain 
sufficient common components that justify offsetting, 

the bank may apply the additional two per cent and four per cent 
capital requirements specified in item (B) only to one index, that is, 
the opposite position shall be exempted from a capital requirement; 

(D) when the bank implements an arbitrage strategy, in terms of which 
strategy a F~tltures contract on a broadly-based index matches a 
basket of instruments, the bank may "carve out" both positions from 
the standardised method and apply a minimum capital requirement 
equal to four per cent, that is, two per cent of the gross value of 
positions on each side in order to reflect divergence and execution 
risks, even when all instruments comprising the index are held in 
identical proportions, provided that- 

(i) the bank shall deliberately enter into and separately control the 
relevant exposure; 

(ii) the composition of the basket of instruments shall represent at 
least 90 per cent of the index when broken down into its 
notional components; 
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(iii) the bank shall treat any excess value of the instruments 
comprising the basket over the value of the futures contract or 
excess value of the futures contract over the value of the 
basket as an open long or short position; 

(E) the bank also may offset the relevant position when the bank 
establishes a position in depository receipts against an opposite 
position in the underlying equity or identical equities in different 
markets provided that the bank- 

(i) shall fully take into account any relevant costs on conversion; 

(ii) shall report any foreign exchange risk arising from the relevant 
positions in accordance with the relevant requirements 
specified in paragraph (d) below. 

(d) Matters relating to foreign exchange risk, including gold 

(i) Based on the relevant requirements specified in this paragraph (d), a bank 
that adopted the standardised approach for the measurement of the bank's 
exposure to market risk shall in the calculation of the bank's minimum 
required amount of capital and reserve funds relating to foreign exchange 
risk, including gold, separately calculate- 

(A) the bank's exposure in respect of each relevant single foreign 
currency; 

(B) the risks inherent in the bank's mix of all relevant long and short 
positions in different foreign currencies. 

(ii) Matters relating to exposure in each single foreign currency 

In respect of each relevant foreign currency, a bank that adopted the 
standardised approach for the measurement of the bank's exposure to 
market risk shall calculate its net open foreign-currency position as the sum 
of- 

(A) the bank's net spot position, that is, all relevant asset items less all 
relevant liability items, including any relevant amount of accrued 
interest; 

(B) the bank's net forward position, that is, all relevant amounts to be 
received less all relevant amounts to be paid in respect of any 
forward foreign exchange transaction or futures transaction, including 
any currency future and the principal amount relating to a currency 
swap not included in the spot position; 

(C) any relevant guarantee or similar instrument that is certain to be 
called, and is likely to be irrecoverable; 
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(D) any net future incomelexpense not yet accrued but already fully 
hedged; 

(E) any other relevant item representing a profit or loss in foreign 
currency; 

(F) the net delta ecpivalent value relating to all relevant foreign currency 
and gold opti,ms provided that the reporting bank shall either 
separately calculate the relevant minimum required amount of capital 
and reserve flnds in respect of gamma risk and vega risk in 
accordance with the relevant requirements specified in the delta-plus 
approach in puagraph (f)(iii) below or calculate the relevant capital 
requirements relating to option contracts and their underlying 
instruments in accordance with one of the other methods and its 
related require~nents specified in paragraph (f) below. 

Provided that- 

the banl, shall separately report all relevant positions in 
composit: currencies provided that, in order to measure the 
reporting banks' open foreign-currency position, the bank may 
either tred the said currencies as a currency in its own right or 
split the said currency into its component parts; 

the bank shall separately report any relevant position in gold; 

when god forms part of a forward contract, the bank shall 
report any relevant interest rate or foreign currency exposure 
arising from the other leg of the contract in accordance with the 
relevant requirements specified in this subregulation (7); 

the bank may treat as a single currency any currency pair that 
is subject to a legally enforceable inter-governmental 
agreemelit in terms of which the respective currencies are 
linked; 

the repoiting bank shall include as a position any accrued 
interest, that is, interest earned but not yet received, or accrued 
expense: ; 

the reporting bank may exclude from its calculation any 
unearned but expected future interest and anticipated expenses 
unless th? said amounts are certain and the bank has entered 
into a hedge in respect of the said interest or expense item 
provided that when the bank includes in its calculation any 
future incame or expense as envisaged in this sub-item (vi) the 
bank sha I consistently include the said amounts in all relevant 
calculatio?~ and not selectively include only expected future 
flows that reduce the bank's foreign-currency position; 
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(vii) in respect of any relevant forward currency or gold position the 
reporting bank shall value the said position based on current 
spot market exchange rates instead of forward exchange rates 
provided that when the bank reports in its management 
accounts the net present values of the said forward positions 
the bank shall use the said net present value in respect of each 
relevant forward or gold position, which positions shall be 
discounted using current interest rates and valued based on 
current spot rates in order to measure the bank's forward 
currency or gold position; 

(viii) subject to the prior written approval of and such further 
conditions as may be- specified in writing by the Registrar, the 
bank may exclude from the calculation of its net open foreign- 
currency positions any structural positions deliberately taken by 
the bank solely to hedge the bank's capital base against the 
adverse effects of exchange rate movements provided that- 

(aa) the said positions shall be of a structural nature, that is, of 
a non-trading nature; 

(bb) during the remaining life of the relevant assets or other 
items, the bank shall treat the relevant hedge in a 
consistent manner; 

(ix) the bank may exclude from its relevant calculation of minimum 
required capital and reserve funds relating to foreign exchange 
risk items such as investments in non-consolidated 
subsidiaries, which investments constitute impairments against 
the bank's capital and reserve funds; 

(x) subject to the prior written approval of and such further 
conditions as may be specified in writing by the Registrar, the 
bank may exclude from its relevant calculation of minimum 
required capital and reserve funds relating to foreign exchange 
long-term participations denominated in foreign currency, which 
participations- 

(aa) are reported in the bank's published accounts at historic 
cost; 

(bb) shall be deemed to constitute a structural position. 
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(iii) Matters relating to a 3ortfolio of foreign currency positions, and gold 

In order to measurc a bank's exposure to foreign exchange risk arising 
from a portfolio of foreign currency positions, and gold, the bank may either 
apply the shorthand method specified in this subparagraph (iii), in terms of 
which shorthand method all relevant currencies are treated in an equal 
manner, or the internal models approach specified in subregulation (8) 
below, which intern24 models approach, based on the composition of the 
bank's portfolio of foreign currency and gold positions, takes into account 
the bank's actual de!jree of foreign exchange risk, provided that- 

(A) when the repol ting bank adopts the shorthand method- 

(i) the bank shall convert into Rand, at the relevant spot rates, the 
relevant iominal amount or net present value, as the case may 
be, of the net position calculated in respect of each relevant 
foreign c Jrrency, and gold; 

(ii) the bank's overall net open foreign-currency position shall be 
deemed to be equal to- 

(aa) the greater of the sum of the bank's net short positions or 
the sum of the bank's net long positions; plus 

(bb) the bank's net absolute position in gold, that is, the bank's 
nei position in gold irrespective whether the said net 
po!;ition is a long or short position; 

(iii) the bank's required amount of capital and reserve funds shall 
be equal to eight per cent of the overall net open foreign- 
currency position calculated in accordance with the 
requirerr ents specified in sub-item (ii) above; 

(6) subject to the prior written approval of and such further conditions as 
may be specilied in writing by the Registrar a bank doing negligible 
business in ioreign currency and which does not take foreign 
exchange positions for its own account may be exempted from the 
capital requirements specified in this paragraph (d) in respect of the 
said foreign e> change positions provided that- 

(i) the sum of the bank's gross long positions and gross short 
positions in all relevant foreign currencies shall at no time 

. exceed 100 per cent of the bank's allocated qualifying capital 
and reserve funds relating to market risk; and 

(ii) the bank's overall net open foreign-currency position calculated 
in accorjance with the requirements specified in item (A)(ii) 
above shall at no time exceed 2 per cent of the bank's allocated 
qualifyin13 capital and reserve funds relating to market risk. 
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(e) Matters relating to commodity risk 

(i) For the measurement of a bank's exposure to commodity position risk 
arising from commodity positions held in either the bank's banking book or 
trading book, which commodity position risk may arise from positions held 
in respect of precious metals, agricultural products, minerals, oil or base 
metals, but not gold since gold is subject to the requirements specified in 
paragraph (d) above, a bank may- 

(A) at the discretion of the bank, adopt the simplified approach specified 
in subparagraph (ii) below, which simplified approach shall be 
available for a bank that conducts only a limited amount of 
commodity business; 

(6) at the discretion of the bank, adopt the maturity ladder approach 
specified in subparagraph (iii) below, which maturity ladder approach- 

(i) separately captures forward gap and interest rate risk; 

(ii) shall be available for a bank that conducts only a limited 
amount of commodity business; 

(C) subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar, adopt the internal models 
approach specified in subregulation (8) below, which internal models 
approach shall ultimately be adopted by a bank that conducts 
material business in commodities, 

Provided that- 

(i) the bank shall in the case of any spot or physical trading duly 
manage its exposure to directional risk that may arise from an 
adverse change in the spot price of open commodity positions; 

(ii) when the bank applies a portfolio strategy that involves forward 
and derivative contracts the bank shall duly manage its 
exposure, amongst others- 

(aa) to basis risk, that is, the risk that the relationship between 
the prices of similar but not identical commodities alters 
over time; 

(bb) to interest rate risk, that is, the risk of an adverse change 
in the carrying cost for forward positions and options; 

(cc) to forward gap risk, that is, the risk that the forward price 
may change due to reasons other than a change in 
interest rates; 
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(iii) in all cases the bank shall duly manage its exposure to 
counterp21rty credit risk in respect of all relevant over-the- 
counter derivative contracts; 

(iv) the bank shall report any relevant interest rate or foreign 
exchange exposure arising from the bank's funding of 
commodi:y positions in accordance with the relevant 
requiremc?nts specified in this subregulation (7). 

For exariple, when a commodity forms part of a forward 
contract, the bank shall report any interest rate exposure or 
foreign currency exposure that arises from the other leg of the 
contract in accordance with the relevant requirements specified 
in this sulxegulation (7). 

(ii) Matters relating to th simplified approach 

A bank that adoptec the simplified approach for the measurement of the 
bank's exposure to ~:ommodity risk arising from commodity positions held 
in either the bank's banking book or trading book- 

shall include in all relevant calculations all commodity derivative 
contracts and all off-balance sheet positions that are affected by 
changes in commodity prices, including any commodity future, any 
commodity swip contract, and options when the bank adopts the 
"delta plus" method specified in paragraph (f)(iii) below, provided that 
when the barrk adopts an approach other than the delta-plus 
approach in orcler to measure the bank's exposure to options risk, the 
bank shall exc ude from the simplified approach all relevant options 
and their assoc,iated underlying instruments; 

may in order lo calculate the bank's open position in respect of a 
particular com nodity, offset or net any relevant long position and 
short positions in the specific commodity; 

shall not in the calculation of the bank's open position in respect of a 
particular comriodity offset or net positions in different commodities; 

shall express ~ a c h  relevant commodity position, that is, any relevant 
spot or fotwar,l position, in terms of the relevant standard unit of 
measurement, which standard unit of measurement, for example, 
may be barrel:;, kilograms or grams, and convert the relevant net 
position in the specific commodity into the reporting currency at 
current spot rates; 

shall calculate and maintain a capital requirement equal to 15 per 
cent of the -elevant net position in the specific commodity, 
irrespective wh'3ther the net position is a long or short position; 
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(F) shall in order to protect the bank against basis risk, interest rate risk 
and forward gap risk, based on the current spot price of all relevant 
positions, calculate and maintain an additional capital requirement in 
respect of each relevant commodity equal to 3 per cent of the bank's 
gross positions, that is, the sum of the relevant long positions and 
short positions in respect of the particular commodity. 

(iii) Matters relating to the maturity ladder approach 

A bank that adopted the maturity ladder approach for the measurement of 
the bank's exposure to commodity risk arising from commodity positions 
held in either the bank's banking book or trading book- 

(A) shall include in all relevant calculations all commodity derivative 
contracts and all off-balance sheet positions that are affected by 
changes in commodity prices, including any commodity future, any 
commodity swap contract, and options when the bank adopts the 
"delta plus" method specified in paragraph (f)(iii) below, provided that- 

(i) when the bank adopts an approach other than the delta-plus 
approach in order to measure the bank's exposure to options 
risk, the bank shall exclude from the maturity ladder approach 
all relevant options and their associated underlying instruments; 

(ii) in the case of any relevant future or forward contract relating to 
a particular commodity the bank shall incorporate into its 
measurement system the relevant notional amount of barrels, 
kilos or other standard unit, as the case may be, and shall, 
based on the relevant expiry date of the relevant contract, 
assign the said contract to the relevant time band; 

(iii) in the case of any commodity swap contract in respect of which 
one leg is a fixed price and the other leg the current market 
price, the bank shall incorporate the said contract into its 
measurement system as a series of positions equal to the 
notional amount of the said contract, with one position 
corresponding with each payment on the swap and assigned to 
the relevant maturity ladder and relevant time band; 

(iv) in the case of a commodity swap contract in respect of which 
the relevant legs are in different commodities, the bank shall 
incorporate the relevant commodity positions into the relevant 
maturity ladder for each relevant commodity, that is, the bank 
shall not apply offsetting between different commodity 
positions; 

(B) may, in order to calculate the bank's open position in respect of a 
particular commodity, offset or net any relevant long position and 
short positions in the specific commodity; 
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shall not in the calculation of the bank's open position in respect of a 
particular comriodity offset or net positions in different commodities; 

shall express ~ a c h  relevant commodity position, that is, any relevant 
spot or forwarj position, in terms of the relevant standard unit of 
measurement, which standard unit of measurement may be barrels, 
kilograms or gr sms; 

shall convert any relevant net position in respect of each relevant 
commodity at current spot rates into the required reporting currency; 

shall in respecl of each relevant commodity apply a separate maturity 
ladder in accordance with the relevant requirements specified in table 
5 below, that is, based on the requirements specified in table 5 
below, the balk shall capture all relevant positions relating to a 
particular comrnodity provided that- 

(i) the bank shall express any relevant position in the relevant 
standard unit of measurement for the said commodity; 

(ii) the bank shall capture any physical stock in the first time band; 

(iii) in order :o capture forward gap and interest rate risk within a 
particular time band, which risks together are often referred to 
as curvalure or spread risk, all relevant matched long positions 
and shor: positions in each relevant time band shall be subject 
to a specified capital requirement; 

(iv) in respect of each relevant time band, the bank shall multiply 
the sum 3f short positions and long positions that are matched 
firstly wit1 the relevant spot price for the particular commodity 
and secondly with the spread rate specified for the particular 
time banti, as set out in table 5 below; 

(v) the bank may subsequently carry forward and offset residual 
net positims from nearer time bands against exposures in time 
bands thi~t are further out provided that- 

(aa) in order to recognise that hedging of positions across 
difflxent time bands is imprecise the bank shall in respect 
of each specified time band apply a further capital 
req~irement equal to 0.6 per cent of the residual net 
position carried forward; 

(bb) bazed on the spread rates specified in table 5 below, the 
bark shall apply an additional capital requirement in 
req~ect of each matched amount created by carrying 
residual net positions forward; 



STAATSKOERANT, 1 JANUARlE 2008 No. 30629 457 

450 

(vi) in respect of the relevant residual long or short positions that 
remain at the end of the aforementioned process the bank shall 
apply a capital requirement equal to 15 per cent. 

Table 5 
Time-bands and spread rates 

For example, assume that, based on the relevant requirements 
specified above, the positions in respect of a particular commodity 

Time band 
0 s 1 month 

> 1 5 3 months 
> 3 5 6 months 
> 6 5 12 months 

> 1 5 2 years 
> 2 5 3 years 

are as follows: 
Time band 

Spread rate 
1 ,5O0/0 
1 ,50°h 
1,50% 
1,50% 
- 1,50% 
1,50% 

0 1 I month 
>113mo= 
> 3 1 6 months 

> 3 years 1,50% 1 

> 6 s 12 months 
> 1 1 2  years 

> 2 5 3 years 
> 3 years 

Position 

-ong = R800 
jhort = R1000 

.ong = R600 

ihort = R600 

Spread Capital Capital 

is R ~ O O  long p ~ u  
R800 short 
1 ,50°/o 24,OO 

R200 short carrie 
forward to the 1 t 
2 year time ban 
means- 

is R200 long plu 
R200 short 
1 ,50°h 

R400 long carried 
forward to the/ 
more than 3 yea 
time-band mean 4,80 

residua 
position is R20 
which mean! 30,OO 
R200 x 15% 

1 ,SO% 
1,50% 

The bank's aggregate capital requirement in respect of the relevant 
commodity shall be equal to R79,20. 

R400 x 2 x 0,6% 

Matched positior 
is R400 long plus 
R400 short x 
1,5O% 

12,OO 
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(iv) Matters relating to in.ernal models 

A bank that obtained the approval of the Registrar to adopt the internal 
models approach fo- the measurement of the bank's exposure to market 
risk arising from commodity positions held in either the bank's banking 
book or trading book- 

(A) shall continuo1 sly comply with the relevant requirements specified in 
subregulation (8) below; 

(8) may, based or empirical correlations that fall within a range specified 
in writing by t te  Registrar and subject to such conditions as may be 
specified in wr'ting by the Registrar, offset all relevant long positions 
and short posiiions in different commodities; 

(C) shall ensure that the bank's models duly capture and reflect the 
impact of all rslevant market characteristics, including any relevant 
delivery dates and the scope provided to traders to close out 
positions. 

(f) Matters relating to options 

(i) For the measuremer~t of a bank's exposure to price risk arising from option 
.positions, a bank- 

(A) that solely uses purchased options or hedges all written option 
positions with perfectly matched long positions in exactly the same 
options may adopt the simplified approach specified in subparagraph 
(ii) below; 

(8) that also write!; options shall adopt the delta-plus approach, scenario 
approach or comprehensive risk management model approach 
respectively specified in subparagraphs (iii) and (iv), and in 
subregulation (8) below, 

provided that- 

(i) the bani: shall adopt the more sophisticated approaches 
specified in this paragraph (f) when the bank's trading activities 
in optior s become significant or when the bank conducts 
business in exotic options: 

(ii) a bank tliat wishes to adopt the scenario approach or internal 
models z pproach shall obtain the prior written approval of the 
Registrar and shall comply with such conditions as may be 
specified in writing by the Registrar in addition to such 
condition; as may be specified in these Regulations. 
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(ii) Matters relating to the simplified approach 

A bank that adopted the simplified approach for the measurement of the 
bank's exposure to price risk arising from option positions- 

shall "carve-out" the relevant option positions and their associated 
underlying, irrespective whether the said positions are cash or 
forward positions, and separately calculate the relevant capital 
requirements in respect of the said positions in accordance with the 
relevant requirements specified in this subparagraph (ii), which 
requirements incorporate both general risk and specific risk, that is, 
instead of applying the standardised methodology envisaged in this 
subregulation (7) the bank shall "carve-out" all relevant option 
positions and associated underlying positions and separately 
calculate the bank's capital requirements in respect of the said 
positions; 

shall add to the relevant capital requirements relating to the bank's 
relevant category of instruments or exposures the relevant capital 
requirements calculated in accordance with the relevant requirements 
specified in this subparagraph (ii), that is, for example, interest rate 
related instruments, equity instruments, foreign exchange or 
commodities, as the case may be, calculated in accordance with the 
relevant requirements specified in this subregulation (7); 

shall, based on the relevant requirements specified in table 6 below, 
calculate the bank's required amount of capital and reserve funds in 
respect of the said option positions. 

Long cash and long put 

Short cash and long call 

Long call 
or 

Long put 

Table 6 
pproach: capital requirements 

Capital requirement 
The bank's capital requirement shall be equal 
to the market value of the relevant underlying 
instrument', multiplied by the sum of specific 
risk and general risk for the said underlying 

instrument, less the extent to which the option 
is in the moned 

The bank's capital requirement shall be equz 
:o the lesser of: 

i) the market value of the underlyin! 
instrument multiplied by the sum of thc 
specific and general risk requiremen 
relating to the said underlying instrument 
or 

ii) the market value of the option. I 

2. When it is unclear which side Is the "relevant underlying instrument", such as in the 
case of foreign exchange, the bank shall base its calculation on the asset that will be 
received when the option is exercised. 

( 

3. In the case of options with a residual maturity of more than six months the bank 
shall compare the strike price with the forward price Instead of the current price, 
otherwise the in-the-money amount shall be deemed to be equal to zero. 

1. When the market value of the underlying instrument may be zero, such as caps an' 
floors, or swaptions, the bank shall use the relevant nominal value. 
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For example, when a bank that holds 100 shares currently valued at 
R10 each has ;in equivalent put option with a strike price of R11, the 
bank's capital \equirement shall be equal to R1,000 x 16 per cent, 
that is, 8 per o?nt specific risk plus 8 per cent general risk, which is 
equal to R160, less the amount the option is in the money, that is, 
(R11 - R10) x 100, which is equal to R100. Therefore the bank's 
aggregate capi al requirement in respect of the said position is equal 
to R60. 

(iii) Matters relating to tht? delta-plus approach 

A bank that adopted the delta-plus approach for the measurement of the 
bank's exposure to price risk arising from option positions, which approach 
incorporates specifiell sensitivity parameters associated with options- 

(A) shall incorporale the relevant delta-weighted position relating to each 
relevant option position, that is, the market value of the underlying 
instrument multiplied with the absolute value of the relevant delta, 
into the rekvant standardised framework specified in this 
subregulation (7)- 

(i) which standardized framework may relate to debt securities and 
. other intxest rate related instruments, equity instruments, 

foreign e::change risk which includes gold, or commodity risk; 

(ii) which de ta value measures the sensitivity of the value of the 
option wi;h respect to a change in the price of the underlying 
asset or i ~strument; 

(iii) which delta-equivalent amount, for example, shall be subject to 
the relevimt general risk requirement; 

(B) shall, based on the relevant requirements specified in this 
subparagraph 'iii), in addition to the relevant requirements for delta 
risk and in rcspect of each relevant option position, separately 
calculate the bank's required amount of capital and reserve funds in 
respect of garrma sensitivity, which gamma sensitivity measures the 
relevant rate 01 change in the delta value, and vega sensitivity, which 
vega sensitivity measures the sensitivity of the value of the option 
with respect to a change in volatility, which sensitivity parameters are 
associated witt each relevant option position and shall be calculated 
in the manner approved or specified in writing by the Registrar, 
provided that- 

(i) in respect of the said calculation the bank shall treat the 
positions specified below as the same underlying. 

(aa) In he case of interest rates and in respect of each 
relevant maturity ladder per currency, each relevant time 
bard specified in table 2 in paragraph (b), provided that a 
bank that adopted the duration method shall use the 
relevant time bands specified in table 4 in paragraph (b). 
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(bb) In the case of equities and stock indices, each relevant 
national market sector. 

(cc) In the case of foreign currencies and gold, each relevant 
currency pair and gold. 

(dd) In the case of commodities, each relevant individual 
commodity. 

(ii) in respect of the relevant options relating to the same 
underlying the bank shall aggregate the relevant gamma impact 
value calculated in respect of each relevant option, which value 
may be either positive or negative, in order to determine a net 
gamma impact for each relevant underlying, which net gamma 
impact may be either positive or negative, provided that in the 
calculation of the bank's required amount of capital and reserve 
funds- 

(aa) the bank shall include only negative net gamma impacts; 

(bb) the total gamma capital requirement shall be equal to the 
sum of the absolute value of the net negative gamma 
impacts calculated in accordance with the relevant 
requirements specified in this subparagraph (iii); 

(iii) in respect of volatility risk the bank shall calculate its required 
amount of capital and reserve funds by firstly multiplying the 
sum of the relevant vega values for all options relating to the 
same underlying by a proportional shift in volatility of + 25 per 
cent and then by aggregating the absolute value of the said 
individual capital requirements calculated for vega risk; 

(C) shall separately calculate the bank's capital requirements in respect 
of specific risk by multiplying the relevant delta-equivalent amount of 
each relevant option position with the relevant specific risk weights 
specified in paragraphs (b) and (c) above; 

(D) shall in the case of a delta-weighted position with a debt security or 
interest rate instrument as the underlying instrument include the said 
position in the relevant interest rate time band specified in paragraph 
(b) above in a manner similar to other derivative instruments, that is, 
based on a two legged approach, provided that the bank shall treat 
any floating rate instruments with caps or floors as a combination of 
floating rate instruments and a series of European-style options. 
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For example- 

0 )  

(ii) 

(iii) 

in respect of the reporting month of April, based on the relevant 
delta-equ valent value, the bank shall report a bought call 
option or a June three-month interest-rate future as a long 
position with a maturity of five months and a short position with 
a maturity of two months, and a written option as a long 
position with a maturity of two months and a short position with 
a maturiOt of five months; 

in respec of the reporting month of April, based on the relevant 
delta-eqwalent value, the bank shall report a two months call 
option on a bond future in respect of which delivery of the bond 
takes pla:e in September as a long position in respect of the 
bond and short a five months deposit; 

when the bank holds a three-year floating rate bond indexed to 
six montt- JlBAR with a cap of 15 per cent, the bank shall report 
a debt security that reprices in six months' time and a series of 
five written call options on a FRA with a reference rate of 15 per 
cent, each with a negative sign at the time the underlying FRA 
takes effcct and a positive sign at the time the underlying FFW 
matures. 

shall in the cilse of an option with an equity instrument as the 
underlying inst~ument, based on the relevant delta-weighted position, 
include the rekvant position in the bank's measurement framework in 
accordance with the relevant requirements specified in paragraph (c) 
above providej that the bank shall treat each relevant national 
market as a seoarate underlying; 

shall in the cass of an option in respect of a foreign exchange or gold 
position, based on the relevant delta equivalent of the said foreign 
currency or gold option, include the said position in the measurement 
of the bank's exposure in respect of the relevant currency or gold 
position in accordance with the relevant requirements specified in 
paragraph (d) above; 

shall in the cas? of an option in respect of a commodity, based on the 
relevant requirements of the simplified or maturity ladder approach 
specified in psragraph (e) above, and the relevant delta-weighted 
position, include the said option position; 
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(H) shall in respect of each relevant option position separately calculate 
the gamma impact according to a Taylor series expansion as: 

gamma impact = W x gamma x VU* 

where: 

VU is the variation in the price of the relevant underlying instrument 
of the option, which VU value- 

(i) shall in the case of an interest rate option in respect of 
which the underlying instrument is a bond be calculated 
by multiplying the market value of the said underlying 
instrument with the relevant risk weight specified in 
table 2 in paragraph (b), provided that the bank-shall do a 
similar calculation when the underlying is an interest rate, 
in which case the bank's calculation shall be based on the 
relevant assumed change in the yield specified in table 2 
in paragraph (b); 

(ii) shall in the case of an option in respect of an equity or 
equity index be calculated by multiplying the market value 
of the relevant underlying instrument with 8 per cent; 

(iii) shall in the case of an option in respect of foreign 
exchange or gold be calculated by multiplying the market 
value of the relevant underlying instrument with 8 per 
cent: 

(iv) shall in the case of an option in respect of a commodity 
be calculated by multiplying the market value of the said 
underlying instrument with 15 per cent. 

(iv) Matters relating to the scenario approach 

A bank that obtained the approval of the Registrar to adopt the scenario 
approach, which approach makes use of simulation techniques in order to 
calculate changes in the value of an options portfolio based on 
simultaneous changes in the relevant underlying rates or prices and the 
volatility of those rates or prices- 

(A) shall separately calculate the bank's relevant capital requirements in 
respect of specific risk by multiplying the relevant delta-equivalent 
amount of each relevant option position with the relevant specific risk 
weights specified in paragraphs (b) and (c) above; 
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(B) shall in order lo calculate the bank's relevant required amount of 
capital and re5erve funds in respect of general risk arising from all 
relevant option positions deveiop a scenario grid, that is, a matrix that 
contains a spwified combination of underlying price and volatility 
changes, provilled that- 

(0 

(ii) 

(iii) 

based or the relevant requirements specified in the delta-plus 
approach, in subparagraph (iii)(B)(i) above, the bank- 

(aa) shzll duly define the relevant underlying positions 
provided that subject to the prior written approval of and 
such conditions as may be specified in writing by the 
Reqistrar, a bank that conducts significant business in 
opt ons may in respect of its interest rate options base the 
relwant required calculations on a minimum of six sets of 
tim? bands provided that in no case shall the bank 
combine more than three of the relevant specified time 
bands; 

(bb) shall develop a separate matrix for each relevant 
ind vidual underlying; 

in order to calculate the bank's relevant required amount of 
capital a ~ d  reserve funds, the bank shall revalue the relevant 
option ~ortfolio by making use of the said matrices for 
simultanc?ous changes in the option's underlying rate or price 
and the \olatility of that rate or price; 

the bank shall evaluate the relevant options and the related 
hedging 2ositions over the ranges specified in this sub-item (iii), 

(aa) wh ch ranges are specified above and below the current 
val l e  of the relevant underlying; 

(bb) whlch range shall in the case of interest rates be 
cor~sistent with the assumed changes in yield specified in 
tab!e 2 in paragraph (b) provided that a bank that 
obtained the approval of the Registrar to combine time 
bauds in respect of interest rate options shall in respect of 
each relevant combined time band apply the highest of 
the1 assumed changes in yield applicable to the relevant 
graup to which the time band belongs. 

For example, when the bank combines time bands 3 to 4 
yez rs, 4 to 5 years and 5 to 7 years the highest assumed 
chz'nge in yield of the said three bands shall be equal to 
0.7 5. 
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(cc) which range shall in the case of equities be equal to * 8 
per cent; 

(dd) which range shall in the case of foreign exchange and 
gold be equal to * 8 per cent; 

(ee) which range shall in the case of commodities be equal to 
+ 15 per cent, 

Provided that for each relevant risk category, in order to divide 
the relevant total range into equally spaced intervals, the bank 
shall use the number of observations specified in writing by the 
Registrar, which number of observations shall in no case be 
less than seven observations or price points and shall include 
the relevant current observation. 

(iv) in respect of the second dimension of each relevant matrix the 
bank shall apply a single change in the volatility of the 
underlying rate or price equal to +25 per cent and -25 per cent 
provided that the Registrar may require a bank- 

(aa) to apply a different change in volatility; and/or 

(bb) to calculate intermediate points on the relevant grid; 

(v) in respect of each relevant underlying the bank's capital 
requirement shall be equal to the largest loss contained in the 
relevant matrix, that is, after calculating the relevant amounts in 
respect of each relevant matrix each relevant cell in the matrix 
shall reflect the relevant net profit or loss of the option and the 
underlying hedge instrument, and the bank's capital 
requirement shall be equal to the largest loss contained in the 
relevant matrix: 

(C) shall in addition to the risks specified in this paragraph (f) duly 
monitor all other relevant risks arising from option positions, such as 
rho, that is, the rate of change in the value of an option with respect 
to the interest rate, and theta, that is, the rate of change in the value 
of the option with respect to time; 

(D) may in the calculation of the bank's minimum required amount of 
capital and reserve funds in respect of interest rate risk include rho. 

(g) The reporting bank's total capital requirement in terms of the standardised 
approach for the measurement of the bank's exposure to market risk shall be 
equal to the sum of the respective capital requirements calculated in accordance 
with the relevant requirements and instruments specified in this subregulation 
(7). 
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(8) Method 2: Internal models appro k h  

(a) A bank that wishes to adopt the internal models approach for the measurement 
of the bank's exposure to market risk arising from positions held in the bank's 
trading book- 

(i) shall obtain the prior written approval of the Registrar; 

(ii) shall at all times cclmply with the relevant conditions and requirements 
specified in this subregulation (8); 

(iii) shall at all times comply with such additional conditions or requirements as 
may be specified in vrriting by the Registrar, 

Provided that the Registral- 

(A) may specify a period of initial monitoring and testing of the bank's 
internal model$+ before the models are used by the bank to calculate 
the bank's rele~ant required amount of capital and reserve funds; 

(B) shall not grant approval for a bank to apply the internal models 
approach for the measurement of the bank's exposure to market risk 
unless- 

the Registrar is satisfied that the bank's risk management 
system i! conceptually sound and implemented with integrity; 

the bank has demonstrated to the satisfaction of the Registrar 
that the tank has a sufficient number of sufficiently skilled staff- 

(aa) in ihe use of sophisticated models in the bank's trading 
area; 

(bb) in r sk control; 

(cc) in z udit; and 

(dd) in z II relevant back-office areas; 

the bank has demonstrated to the satisfaction of the Registrar 
that its nodels have a proven track record of reasonable 
accuracy in the measurement of the bank's relevant risk 
exposures; 

the bank has demonstrated to the satisfaction of the Registrar 
that the bank regularly conducts relevant stress tests in 
accordance with the relevant requirements specified in 
paragraph (f) below. 
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(b) A bank that obtained the approval of the Registrar to adopt the internal models 
approach for the measurement of the bank's exposure to market risk shall, 
based on the relevant requirements relating to the standardised approach 
specified in subregulation (7), separately calculate a capital requirement in 
respect of the bank's exposure to specific risk arising from specific issuers of 
debt securities or equities unless the bank complies with the requirements 
relating to specific risk specified in paragraph (h) below, in which case the bank 
may use its internal models in order to calculate the bank's exposure to specific 
risk and the related required amount of capital and reserve funds. 

(c) Qualitative requirements 

A bank that wishes to adopt the internal models approach for the measurement 
of the bank's exposure to market risk in respect of positions held in the bank's 
trading book- 

(i) shall have in place models and risk management systems that are 
conceptually sound and implemented with integrity; 

(ii) as a minimum, shall continuously comply with the qualitative requirements 
specified in regulation 39(14)(b). 

(d) Matters relating to the specification of relevant market risk factors 

In order to sufficiently capture the risks inherent in a bank's portfolio of on- 
balance-sheet and off-balance-sheet trading positions, as part of the bank's 
internal market risk measurement system, the bank shall specify an appropriate 
set of market risk factors, that is, market rates and prices that affect the value of 
the bank's trading positions, provided that- 

(i) in the case of interest rates- 

(A) based on the nature of the bank's trading strategies, the bank shall 
specify an appropriate set of risk factors that correspond to the 
relevant interest rates in each relevant currency in which the bank 
holds interest-rate-sensitive on-balance-sheet or off-balance-sheet 
positions, that is, a bank with a portfolio of various types of security 
across many points of the yield curve and that engages in complex 
arbitrage strategies, for example, requires a greater number of risk 
factors to accurately capture the bank's exposure to interest rate risk; 

(B) the bank's risk measurement system, amongst other things- 

(i) shall model the yield curve, for example, by estimating forward 
rates of zero coupon yields; 
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(ii) shall incorporate separate risk factors to capture spread risk, 
for exam ~ l e ,  between bonds and swaps. 

A bank may use a variety of approaches to capture the spread risk 
arising from ess than perfectly correlated movements between 
government ard other fixed-income interest rates. 

For example, the bank may model a completely separate yield curve 
for non-gover~~ment fixed-income instruments, such as swaps or 
municipal seci rities, or estimate the spread over government rates at 
various points dong the yield curve. 

(C) in order to capture variation in the volatility of rates along a yield 
curve, the bark shall divide the yield curve into appropriate maturity 
segments and specify no less than one risk factor corresponding to 
each relevant ~naturity segment; 

(D) in respect of rnaterial exposure to interest rate movements in major 
currencies and markets, the bank shall model a yield curve using no 
less than six ri ;k factors; 

(ii) in the case of excha ige rates, which include gold- 

(A) the bank shall as a minimum, specify relevant risk factors in respect 
of the exchange rate between the domestic currency and each 
foreign curren!:y in which the bank has a significant exposure; 

(B) the bank's risk measurement system shall incorporate the said risk 
factors relatinq to the individual foreign currencies in which the bank's 
positions are cenominated. 

(iii) in the case of equitivs- 

(A) the sophisticalion and nature of the bank's modelling technique for a 
particular marlset shall correspond- 

(i) to the bank's exposure to the overall market; and 

(ii) to the bmk's concentration in individual equity issues in the 
said market; 

(6) the bank shall as a minimum, specify relevant risk factors in respect 
of each of thc equity markets in which the bank holds significant 
positions, that is, based on the bank's exposure to the overall market 
and the bank's concentration in individual equity issues in the said 
market- 

(i) the bank shall, as a minimum, specify a risk factor designed to 
capture market-wide movements in equity prices, such as a 
market index, and, for example, express positions in individual 
securities or in sector indices as 'beta-equivalents" relative to 
the said narket-wide index; 
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(ii) the bank shall specify risk factors in respect of the various 
sectors of the overall equity market, such as industry sectors or 
cyclical and non-cyclical sectors, and, for example, express 
positions in individual instruments within each sector as beta- 
equivalents relative to the sector index; 

(iii) the bank shall specify risk factors relating to the volatility of 
individual equity issues. 

(iv) in the case of commodities the bank shall specify relevant risk factors in 
respect of each relevant commodity market in which the bank holds 
significant positions provided that- 

(A) a bank with limited positions in commodity-based instruments may 
specify only one risk factor in respect of each commodity price to 
which the bank is exposed; 

(B) a bank that actively trades in commodities shall duly take account of 
any variation in the convenience yield between derivatives positions, 
such as forwards and swaps, and cash positions in the commodity, 
which yield- 

(i) reflects the benefits from direct ownership of a physical 
commodity, such as the ability to profit from temporary market 
shortages; 

(ii) is affected by market conditions and factors such as physical 
storage cost; 

(C) the bank shall duly manage its exposure to directional risk, forward 
gap and interest rate risk, and any relevant basis risk. 

(e) Quantitative requirements relating to, amongst other things, minimum statistical 
parameters for the measurement of a bank's exposure to market risk 

(i) A bank that obtained the approval of the Registrar to adopt the internal 
models approach for the measurement of the bank's exposure to market 
risk arising from positions held in the bank's trading book- 

(A) shall on a daily basis calculate the bank's value-at-risk ("VaR") 
amount, which VaR amount- 

(i) shall be based on a 9gth percentile, one-tailed confidence 
interval; 
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(ii) 

(iii) 

shall be t'ased on an instantaneous price shock equivalent to a 
ten day movement in market prices, that is, a minimum "holding 
period" of ten trading days, provided that when the bank is 
unable to determine the required value-at-risk amounts based 
on a ten day holding period, and the bank's VaR amount is 
based or a holding period of less than ten trading days, the 
bank sha I scale up the relevant calculated VaR amounts to ten 
trading di~ys by making use of the relevant square root of time 
formula for the treatment of options; 

shall be based on a historical observation period or sample 
period of no less than one year provided that- 

(aa) the Registrar may require a bank to calculate its value-at- 
risk amount based on a shorter observation period when, 
in the opinion of the Registrar, the said calculation is 
juslified by a significant upsurge in price volatility; 

(bb) a bank that uses a weighting scheme or other methods in 
reslect of the historical observation period shall ensure 
tha the "effective" observation period is no less than one 
year, that is, the weighted average time lag of the 
indtvidual observations shall not be less than six months; 

shall update it; data sets no less frequently than once every three 
months providcd that the bank shall reassess the relevant data sets 
whenever mari.et prices are subject to material changes; 

may recognis~ empirical correlations within broad risk categories 
such as intere!;t rates, exchange rates, equity prices and commodity 
prices, including related option volatilities in respect of each relevant 
risk-factor cat2gory, provided that, subject to the prior written 
approval of and such further conditions as may be specified in writing 
by the Registrar, a bank may also recognise empirical correlations 
across broad risk factor categories; 

shall have in  dace a robust risk measurement system, which risk- 
measurement system- 

(i) amongst other things, shall duly capture the unique risks 
associated with options within each of the specified broad 
categories of risk, that is, the bank's model shall accurately 
capture h e  non-linear price characteristics associated with 
option positions provided that- 

(aa) ultimately the bank shall move towards the application of 
a full 10-day price shock to option positions or positions 
tha display option-like characteristics; 
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(ii) 

(iii) 

(iv) 

(bb) the Registrar may require a bank to adjust its capital 
measure for option risk through the application of 
methods such as periodic simulations or stress testing, 
the results of which simulations or stress testing shall be 
duly documented; 

(ii) shall contain a set of risk factors that captures the volatilities of 
the rates and prices underlying all relevant option positions, that 
is, vega risk, provided that a bank with large andlor complex 
option portfolios shall have in place detailed specifications of 
the relevant volatilities, that is, based on the relevant different 
maturities of the bank's option positions, the bank shall 
measure the relevant volatilities relating to all relevant option 
positions. 

No particular type of model is prescribed, that is, a bank may, at the 
discretion of the bank, for example, use models based on variance- 
covariance matrices, historical simulations, or Monte Carlo simulations, 
provided that the model used by the bank shall capture all relevant material 
risks incurred by the bank. 

On a daily basis, a bank that obtained the approval of the Registrar to 
adopt the internal models approach for the measurement of the bank's 
exposure to market risk shall maintain a capital requirement in respect of 
the said exposures equal to the higher of- 

(A) the previous day's value-at-risk amount, measured in accordance 
with the relevant parameters and requirements specified in this 
subregulation (8); or 

(€3) the average amount of the daily value-at-risk amount calculated in 
accordance with the relevant parameters and requirements specified 
in this subregulation (8) in respect of each of the preceding sixty 
business days, multiplied by the multiplication factor envisaged in 
subparagraph (iv) below. 

Based on, amongst other things, the Registrar's assessment of the quality 
of a bank's risk management system and related processes, the Registrar 
shall specify in writing a multiplication factor of no less than three, and a 
"plus-factor", which plus-factor- 

(A) shall directly relate to the ex-post performance of the bank's model, 
thereby providing a built-in incentive for the bank to maintain or 
improve the predictive quality of the model; 
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(B) based on the cutcome of backtesting, may range between zero and 
one, that is, whsn the backtesting results of the relevant bank- 

(i) are satisfactory, and the bank complies with all the qualitative 
standard: specified in regulation 39(14)(b), the plus factor may 
be equal :o zero; or 

(ii) fall into t i e  red zone specified by the Registrar from time to 
time, the multiplication factor applicable to the said bank's 
model sh 311 automatically increase by one, to four. 

(f) Specific matters relating to stress testing 

(i) A bank that obtained the approval of the Registrar to adopt the internal 
models approach f o ~  the measurement of the bank's exposure to market 
risk shall have in rdace a rigorous and comprehensive programme or 
process of stress testing- 

(A) which program ne or process of stress testing- 

shall be jufficiently robust to identify events or influences that 
may have a material impact on the bank's exposure to risk; 

shall for~n an integral part of the bank's assessment of its 
capital avequacy; 

shall dul l  make provision for stress scenarios that cover a 
range of bctors that may cause extraordinary losses or gains in 
respect 3f the bank's trading positions and portfolios, or 
complicale the control of the relevant risks in the said portfolios- 

(aa) whish factors shall include low probability events in all 
major types of risk, including the various components of 
mar:ket risk, credit risk and operational risks; 

(bb) whizh stress scenarios shall provide sufficient information 
rekting to the impact of the said events on positions that 
display linear and/or non-linear price characteristics, that 
is, options and instruments with option-like 
characteristics; 

shall be quantitative and qualitative in nature, incorporating, 
amongst other things, market risk and liquidity aspects of 
market disturbances- 

(aa) whi:h quantitative criteria shall identify plausible stress 
scenarios to which the bank may be exposed; 
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(bb) which qualitative criteria shall include- 

(i) an evaluation of the capacity of the bank's capital 
and reserve funds to absorb potential material 
losses; 

(ii) the identification of steps that the bank can take in 
order to reduce the bank's exposure to risk, or to 
conserve capital; 

(v) shall be sufficiently robust to combine stress scenarios 
specified by the Registrar with stress tests developed by the 
bank in order to reflect the specific risk characteristics of the 
bank. 

(B) the results of which stress testing- 

(i) shall routinely be communicated to the bank's senior 
management and board of directors; 

(ii) shall form an integral part of determining and evaluating the 
bank's management strategy; 

(iii) shall be duly documented. 

(ii) At the request of the Registrar, the reporting bank shall conduct the tests 
and provide the information relating to the matters specified below. 

(A) Supervisory scenarios not requiring any simulation by the bank 

For review by the Registrar, a bank shall have available detailed 
information relating to the largest losses experienced by the bank 
during a particular reporting period, which information- 

(i) may be compared to the level of required and allocated capital 
and reserve funds calculated in terms of a bank's internal 
models; 

(ii) shall be sufficient to indicate to the Registrar how many days of 
peak day losses would have been covered by a given value-at- 
risk estimate. 
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(B) Scenarios req~iring simulation by the bank 

At the request 3f the Registrar, the reporting bank- 

(i) shall suhject its portfolios to a series of simulated stress 
scenario:;, which scenarios- 

(aa) may include a test of the bank's current portfolio against 
previous periods of significant disturbance, such as the 
shxp fall in equity markets during 1987, incorporating 
larqe price movements and a sharp reduction in liquidity 
ass~ociated with such events; 

(bb) may evaluate the sensitivity of the bank's market risk 
exposure to changes in the assumptions relating to 
volhtilities and correlations. Application of this test would 
require an evaluation of the historical range of variation 
for volatilities and correlations and an evaluation of the 
balk's current positions against the extreme values 
associated with the said historical range; 

(cc) may include or evaluate such other matters or 
as: umptions as may be specified in writing by the 
Re ~istrar; 

(ii) shall in .writing provide to the Registrar the results of the 
aforesaic simulated stress scenarios, 

Provided that .n respect of the aforesaid stress scenarios the bank 
shall consider the impact of sharp variations that may have occurred 
in a matter of clays during periods of significant market disturbance in 
the past. For example, at the height of the volatility period in the 
equity market during 1987 correlations within risk factors approached 
the extreme values of 1 or -1 for several days. 

(C) Scenarios developed by the bank in order to capture the specific 
characteristics of its portfolio 

In addition to the scenarios envisaged in items (A) and (B) above, 
based on the characteristics of the bank's relevant portfolio, the 
reporting banl, shall develop its own stress tests and scenarios 
identified by the bank to be most adverse, which scenarios, for 
example, may include problems experienced in a key region of the 
world combined with a sharp change in oil prices or prices of other 
commodities tr3ded in the particular region, provided that- 

(i) the bank shall in writing provide the Registrar with a description 
of the m?thodology used by the bank to identify and conduct 
the aforesaid scenarios, and a description of the results; 
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(ii) the results of the aforesaid stress tests and scenarios shall 
regularly be reviewed by the senior management of the bank 
and shall be duly reflected in the relevant policies approved and 
limits set by the bank's senior management and board of 
directors. 

Provided that when the aforesaid results reveal particular vulnerability to a 
particular set of circumstances, the bank shall take prompt actions in order 
to appropriately manage the relevant risks, which actions may include 
hedging against or reducing the extent of the bank's exposure to market 
risk. 

(g) Matters relating to external validation 

From time to time the Registrar may require that a process of external validation 
be conducted in respect of the accuracy of the models of a bank that obtained 
the approval of the Registrar to adopt the internal models approach for the 
measurement of the bank's exposure to market risk, which external validation- 

(i) may be conducted by external consultants, external auditors, the Registrar 
or such other person as may be specified in writing by the Registrar; 

(ii) as a minimum, shall provide reasonable assurance to the Registrar that- 

(A) the internal validation processes envisaged in regulation 39(14)(b) 
are duly functioning; 

(B) the formulae used- 

(i) in the calculation of the bank's risk exposure and required 
amount of capital and reserve funds; and 

(ii) in the pricing of options and other complex instruments, 

are regularly validated by a qualified unit, which unit shall in all cases 
be independent from the relevant trading areas; 

(C) the structure of the said internal models is adequate in relation to the 
bank's activities and geographical coverage; 

(0) based on the results of, amongst other things, the backtesting 
process of the bank's internal measurement system, during which 
process the bank's value-at-risk estimates are compared to actual 
profits and losses, it is concluded that the models provide a reliable 
measure of potential losses that may be suffered by the bank over 
time, for which purposes, when requested, the bank shall make 
available the results of and the underlying inputs to its value-at-risk 
calculations; 
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(E) data flows a i d  process,es associated with the bank's risk- 
measurement system are transparent and accessible, that is, 
whenever neccrssary and provided that the appropriate procedures 
have been followed, the bank shall ensure easy access to the 
specifications 2 nd parameters of the relevant models. 

(h) Matters specifically related to the treatment of specific risk 

(i) A bank that has in place a VaR model that measures and incorporates 
specific risk, which riodel, in addition to the requirements specified in this 
paragraph (h), meets all the relevant qualitative and quantitative 
requirements relatins to general risk models envisaged in paragraphs (c) to 
(e) of this subregulation (8), may, subject to the prior written approval of 
and such conditions as may be specified in writing by the Registrar, base 
the bank's required amount of capital and reserve funds relating to specific 
risk on the bank's modelled estimate of risk provided that- 

(A) a bank that i:; unable to comply with the additional criteria and 
requirements specified in this paragraph (h) shall calculate its 
required amouit of capital and reserve funds relating to specific risk 
in accordance' with the relevant requirements specified in the 
standardised method in subregulation (7); 

(B) as a minimum, the bank's model- 

shall cap:ure all relevant material components of price risk; 

shall be responsive to relevant changes in market conditions 
and coml)ositions of portfolios; 

shall dull* explain the historical price variation in the portfolio by 
way of, for example, the application of "goodness-of-fit" 
measure; such as an R-squared measure from regression 
methodo'ogy, or such measure as may be approved by the 
Registrar; 

shall duly capture concentrations that include magnitude and 
changes in composition, that is, the bank shall demonstrate to 
the satisiaction of the Registrar that the model is sensitive to 
changes in portfolio construction and reflects higher capital 
requiremmts in respect of portfolios with increasing 
concentriations relating to particular names or sectors; 

shall be sufficiently robust to an adverse environment, that is, 
the bank shall demonstrate to the satisfaction of the Registrar 
that the model signals rising risk in an adverse environment, 
which, fcr example, may be achieved by incorporating in the 
historical estimation period of the model at least one full credit 
cycle and ensuring that the model duly reflects the impact of 
the downward portion of the cycle; 
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shall duly capture name-related basis risk, that is, the bank 
shall demonstrate to the satisfaction of the Registrar that the 
model is sensitive to material idiosyncratic differences between 
similar but not identical positions such as, for example, debt 
positions with different levels of subordination or maturity 
mismatches, or credit derivative instruments that specify 
different default events; 

shall duly capture event risk which, in the case of debt 
positions, shall include migration risk, and, for example, in the 
case of equity positions, events that are reflected in large 
changes or jumps in prices, such as merger break-ups or 
takeovers; 

shall be validated through relevant and robust backtesting; 

shall conservatively assess risk arising from less liquid 
positions andlor positions with limited price transparency under 
realistic market scenarios; 

shall only make use of proxies when available data is 
insufficient or not reflective of the actual volatility of a position 
or portfolio, and only when the said proxies are appropriately 
conservative; 

(C) when the bank is exposed to event risk that is not duly reflected in the 
bank's estimate of VaR due to the event, for example, being beyond 
the 10-day holding period or 991h per cent confidence interval, that is, 
low probability and high severity events, the bank shall factor into its 
internal assessment of economic capital the said impact, for 
example, through stress testing; 

(D) in addition to the relevant components of price risk specified above, 
either as part of the bank's internal models or a surcharge derived 
from a separate calculation, the bank shall capture in its regulatory 
required amount of capital and reserve funds any default risk relating 
to trading book positions provided that- 

(i) in order to avoid double counting the bank may when 
calculating its incremental default requirement take into account 
the extent to which default risk is already incorporated into the 
bank's VaR calculation; 

(ii) when the bank captures its incremental risk through a 
surcharge, the surcharge shall not be subject to any multiplier; 

(iii) a bank that does not capture the incremental default risk 
through its internal models shall calculate the surcharge in 
accordance with the relevant requirements relating to credit 
risk, specified in these Regulations; 
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no cash or syrjthetic exposure subject to deduction in terms of the 
relevant requirements for securitisation schemes, such as equity 
tranches that absorb first losses and certain unrated liquidity lines or 
letters of credil, shall be subject to a capital requirement that is less 
than the relevznt requirement specified in these Regulations or any 
related exempt on notice relating to securitization schemes unless the 
bank actively t'ades in the said exposures and demonstrates to the 
satisfaction of he Registrar that, in addition to trading intent, a liquid 
two-way market exists for the said securitisation exposures and all 
relevant risk cc mponents, that is, independent bona fide offers to buy 
and sell the said exposure shall exist so that a price reasonably 
related to the Imt sales price or current bona fide competitive bid and 
offer quotations can be determined within one day and settled at 
such price withm a short period of time. 

Provided that !he bank shall have in place sufficient market data to 
ensure that it fully captures in its internal approach for measuring 
incremental default risk in accordance with the relevant requirements 
specified in this paragraph (h), the concentrated default risk of the 
said exposure$ 

(F) the bank shal regularly conduct backtesting specifically aimed at 
assessing whether or not specific risk is duly captured, that is, the 
bank shall conduct separate backtests in respect of each relevant 
sub-portfolio approved by the Registrar using daily data in respect of 
the said sub-portfolio subject to specific risk; 

(G) the bank shall have in place a robust process in order to analyse 
exceptions identified through the backtesting of specific risk, which 
process, amorgst other things, shall serve as a basis for correcting 
the bank's rr-ode1 for specific risk when the model becomes 
inaccurate. 

(ii) For the purposes of these Regulations the presumption shall be that 
models that incorporate specific risk are not eligible for approval when the 
stress-testing and backtesting results of the model, at sub-portfolio level, 
produce a number of exceptions commensurate with the red zones 
specified in writinc by the Registrar in respect stress-testing and 
backtesting from time to time. 



STAATSKOERANT, 1 JAN UARlE 2008 No. 30629 479 

472 

DAILY RETURN: SELECTED RISK EXPOSURE 

Page no. 

1. Form BA 325 - Daily return: selected risk exposure .................................... 473 

2. Regulation 29 - Directives and interpretations for completion of daily 
return concerning selected risk exposure 
(Form BA 325) .................................................................... 475 



DAlLY REPORT: SELECTED RISK EXPOSURE 
(Confidential and not available for inspection by the (;ublic) 

BA325 
Daily 

....................................................... Name of bank 
Date.. ........................................ .(yyyy-mm-dd 

(Ail amounts to be!- ed off to the nearest R'OOO; 

Summary of selected information 

Market risk requirement (item 14, column 1, plus ilem 20, columns 1 and 2) 
Allocated capital and reserve funds for market ri ;k 
Surplus1 (deficit) (item 2 less item 1) 
Memorandum lfems: 
Counterparty risk requirement arising from tradi~ ~g book positions (items 6 
to 7) 

OTC 
SFT 
Creditderivative instruments 

Liquidity risk' 
Funding related items (total of items 9 and 10) 

SARB rep0 participation 
Interbank funding 

Liquid assets 
Held on preceding day 
Month to date average held 
Requirement ( i teml tof  the fonn BA 310) 

I. Relates only to banks submitting dally lnformatlon In I espect of trading actlvitles. 

.ine Total ciI 

Standardised approach 
Position rlsk requirement 

Total (of items 15 to 19) 
Interest rate risk 
Equity risk 
Foreign exchange risk, induding gold 

internal models approach 
Position risk requirement 

Equity risk 
Foreign exchange risk, including 
gold 
Commodity risk 
Other 

Memorandum items: 
Total VaR amount5. 

Desk l6 
Desk 26 

I. Calculated in accordance w~th the relevant requiremeilts S~eclfied in t tme Reaulations. 
2. Based on, amongst other things, a 99 per cent, one-ta led confidence Interval, and a minimum holdlng period of ten tradlng days. 
3. May be based on a confidence interval andlor minimu n holdlng period that dltfers from the requirements specffled In these Regulations. 
4. Number of exceptions recorded during the previous 2 50 days. 
5. May not be equal to Uw sum of lndlvidual requiremen?s calculated in respect of the respective rlsk catsgorles or tradlng desks due to. 

amongst others, dlverslfkatlon benefits. 
6. Please separately submit in mltlng the relevant desk ~leecrlption and other relevant Information. 





482 NO. 30629 G0VERNME:NT GAZETTE, 1 JANUARY 2008 

29. Daily return - Directives, definitions and interpretations for completion of daily 
return concerning selected risk exposure (Form BA 325) 

(1) The content of the relevant reti~rn is confidential and not available for inspection by the 
public. 

(2) The purpose of the form BA 32r5, amongst other things- 

(a) is to determine on a daily basis the nature and extent of the reporting bank's 
exposure to and the related capital requirements in respect of- 

(i) market risk or position risk; and 

(ii) counterparty risk ar sing from positions held in the bank's trading book; 

(b) is to obtain selected liq~~idity related information from banks that submit daily 
information in respect of iheir exposure to market risk; 

(c) is to obtain selected infcrmation in respect of the bank's exposure tc currency 
risk arising from position$ held in the bank's banking book and trading book. 

(3) The aggregate effective net )pen position of the reporting bank in the Republic, 
together with its foreign operations, calculated in the manner prescribed in this form BA 325, 
in any one foreign currency and in al foreign currencies taken together, shall not at the close 
of business on any day exceed an arnount specified in writing by the Registrar. 

(4) Instructions relating to the ccmpletion of the daily return concerning selected risk 
exposure are furnished with reference to the item descriptions and line item numbers 
appearing on form BA 325, as follow;: 

Line item 

1, 14 to 19 Market or position risk ?equirement 
and 20 to 
30 Based on, amongst other things, the relevant directives and requirements 

specified in regulation 2;3 and in the form BA320, these items shall reflect the 
reporting bank's respeclive required amounts of capital and reserve funds in 
respect of market risk or sosition risk. 

2 Allocated capital and reserve funds for market risk 

This item shall reflect thc relevant amount of allocated capital and reserve funds 
in order to provide for tho risks pertaining to or arising from the bank's exposure 
to market risk. 

4 to 7 Counterparty risk 

Based on, amongst other things, the relevant directives and requirements 
specified in regulation 23 and in the form BA200, these items shall reflect the 
respective required amoi nts of capital and reserve funds relating to counterparty 
credit risk incurred by the reporting bank in respect of transactions, agreements, 
contracts or instruments held in its trading book. 
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SARB rep0 participation 

Based on, amongst other things, the relevant information reported to the bank's 
senior management and board of directors, this item shall reflect the relevant 
required amount relating to the bank's participation in the repo-market activity of 
the Reserve Bank. 

Interbank funding 

Based on, amongst other things, the relevant information reported to the bank's 
senior management and board of directors, this item shall reflect the relevant 
required amount relating to interbank funding raised by the reporting bank. 

Liquid assets 

Based on, amongst other things, the relevant information reported to the bank's 
senior management and board of directors, and the relevant directives specified 
in regulation 27 and in the form BA 310, these items shall reflect the respective 
required amounts relating to the bank's statutory liquid asset portfolio, including 
information relating to the daily balance of liquid assets held, the month-to-date 
average of liquid assets held and the bank's liquid asset requirement. 

VaR amounts 

A bank that adopted the internal models approach for the measurement of the 
bank's exposure to position risk or market risk shall report in items 20 to 30 the 
relevant required information relating to, amongst other things, the bank's VaR 
amount calculated in accordance with the relevant directives and requirements 
specified in regulation 28(8) and in the form BA320, and the specified information 
relating to the bank's internal VaR amount and backtesting results. 

Foreign-currency exposure 

Items 31 to 70 shall reflect the foreign-currency positions in selected currencies 
and in all currencies taken together in respect of the reporting bank in the 
Republic. 

A non-resident is an individual, institution or branch of an authorised dealer 
domiciled outside the Republic of South Africa. 

Foreign currency on-lent to a non-resident represents advances on-lent to the 
off-shore office or branch of a South African institution, in terms of an Exchange 
Control arrangement. (Refer to line item 50 below.) 

A resident is an individual or institution domiciled in the Republic of South Africa. 

A customer foreign-currency account (CFC), as an asset account, is a foreign- 
currency account of a South African institution with an authorised dealer, in terms 
of Exchange Control arrangements. 

An authorised dealer is an institution domiciled in the Republic of South Africa 
that has been authorised to deal in foreign currency. 
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Foreign-currency fundingepresents loans obtained by the reporting bank, at the 
bank's own initiative. 

Foreign-currency deposit; are deposits placed with the reporting bank by non- 
residents. 

Foreign-currency deposits held in respect of securities lending represent 
deposits placed with t ~ i e  reporting bank in respect of securities-lending 
transactions, in terms of Exchange Control arrangements. 

Foreign-currency borrov~ing on-lent to non-residents represents deposits 
obtained from the parent company of a foreign institution and on-lent to the off- 
shore office or branch of a South African institution, in terms of an Exchange 
Control arrangement. 

Customer foreign-currency accounts (CFC), as a liability, reflect foreign-currency 
accounts of South African institutions in terms of Exchange Control CFC 
arrangements. 

Foreign-currency accoun .s (CFA) reflect resident foreign-currency accounts held 
with the reporting bank, it1 terms of Exchange Control arrangements. 

Commitments to purchas3 foreign currency include all unsettled transactions with 
a commitment to purchiise foreign exchange, that is, spot, forward, options, 
futures and interest flows etc., at close of business on the reporting date. 

Commitments to sell for3ign currency include all unsettled transactions with a 
commitment to sell forei('n exchange, that is, spot, forward, options, futures and 
interest flow, etc., at closc! of business on the reporting date. 

For purposes of the completion of items 57 to 68, all transaction between the 
reporting bank and- 

- import andlor expo1 t companies, individuals, parastatals and other financial 
and non-financial c3mpanies resident in the Republic, excluding the South 
African Reserve Eklnk and other authorised dealers, shall be reported as 
transactions with residents; 

- any institution, individual, government, an authorised dealer in foreign 
exchange resident outside the Republic, etc. shall be reported as 
transactions with non-residents; 

- other authorised dsalers resident in the Republic shall be reported as 
transactions with a i  thorised dealers; 

- the South African F'eserve Bank shall be reported as transactions with the 
S A Reserve Bank. 
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INTEREST RATE RISK: BANKING BOOK 
(Confidential and not available for inspect~on by the public) 

Name of bank. .............................................. 
Month ended.. ........................................ (yyyy-mmdd) 

Static repricing gap 

Assets (total of items 2 to 6) 
Variable rate items 
Adjustable rate items 
Discretionary/ administered rate items 
Fixed rate items 
Non rate sensitive items' 

Liabilltles and capital and reserve funds (total of items 8 
to 12) 

Variable rate items 
Adjustable rate items 
Discretionary/ administered rate items 
Fixed rate items 
Non rate sensitive items' 

Net funding to I (from) trading desk 
Net funding to I (from) ZAR banking book2 
Net static gap, excluding derivative instruments (item 1 
minus item 7 plus items 13 and 14) 
Net impact of  derivative instruments held i n  the 
banking book (total of items 17 and 20) 

Swaps and FRAs (total of items 18 and 19) 
of which: pay fixed and receive floating 
of which: receive fixed and pay floating 

Other 
Net static gap, lncluding derivative instruments (item 15 
and 16) 
Cumulative static gap, Including derivative instruments -- 

All amounts to be rounded off to the nearest ROO0 

Up to More than 1 (More than 3 More than)( More than  on than 31 More than 
Line month 

month to  3 months to 6 months to 12 12 months I years to 5 5 years to 
no. months months months to 3 years years 10 years 

1 2 3 4 5 6 7 
I 

L 
1. lncludlng the aggregate amount of all relevant fair value adjustments. Refer to regulation 3q3)(a). 

2. Relates only to the completion of the form BA330 on a legal entity basis that includes any relevant activity1 exposure of a foreign branch. 

BA 330 
Monthly 

than 10 ! sensitive Total ; iN:;:, 1 



lnterest rate sensitivity: banking book 

lmpact on Net lnterest Income (NII) 

Impact of a parallel rate shock, excluding derivative instruments 
lnterest rate increase 
lnterest rate decrease 

lmpact of a parallel rate shock, including derivative instruments 
lnterest rate increase 
lnterest rate decrease 

Percentage impact of a parallel rate shock on qualifying capital and reserve 
funds relating to risks other than market risk 

lnterest rate increase 
lnterest rate decrease 

Percentage impact of a parallel rate shock on forecast N11 
lnterest rate increase 
lnterest rate decrease 

lmpact of adverse change in specified key rates 
Adverse impact 

Line 
no. 

(All amounts to be rounded off to the nearest R'000) 

NII impact: bank specific shock with assumptions 
NII impact: bank specific shock - % of 12 month forecast NII 
Net Income impact: bank specific shock - % of 12 month forecast net 

Upto 1 1 More than 1 
, month to 2 

month months 

(All amounts to be rounded off to the nearest R'000) 

Change in  the economlc value of equity 
lnterest rate increase 
lnterest rate decrease 

1. Relates only to a bank that calculates the relatlonshlp between interest rate movements 
2. Please separately provide Information relating to the manner of calculation and any relevant assumptions applied In the said calculation. 

More than 2 / More than 3 1 More than 6 
months to 3 ( months to 6 / months to 

months I months / 12 months 

Cumulative 
total for 12 

months 
6 

Cumulative 
total for 12 

months 

Interest rate sensitivity: banking book 

Adverse correlated risk shock 

6 1 2 1 3  

no. 

4 1 5  

More than 6 
months to 
12 months 

5 

More than 3 
months to 6 

months 
4 

Up to , ' More than 1 ' More than 2 

month 

1 

month to 2 
months 

2 

months to 3 
months 

3 
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30. Interest-rate risk - Directives.,, definitions and interpretations for completion of 
monthly return concerning in':erest-rate risk (Form BA 330) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is- 

(a) to determine the repricing gap between the reporting bank's assets and liabilities, 
before and after the impact of derivative instruments are taken into 
consideration; 

(b) to determine the expectcd cumulative impact on or sensitivity of the reporting 
bank's net interest incon~e resulting from a two hundred basis points or such 
other percentage or basis points as may be specified in writing by the Registrar, 
change in interest rates 'rom expected rates in respect of the reporting bank's 
expected or forecasted balance sheet relating to banking activities. 

Note: For the purpose of these Rjgulations the risk of changes in the capital value of 
instruments resulting from changes jn interest rates shall be deemed to constitute market 
risk (position risk), and shall be repor.ed in the form BA 320. 

(3) Unless specifically otherwise prwided in this regulation 30- 

(a) the relevant required infcrmation in the form BA 330 shall be reported in Rand 
and completed on the basis of nominal or notional amounts provided that subject 
to the prior written approial of and such conditions as may be specified in writing 
by the Registrar a bank rr ay complete the form BA 330 on a fair value basis; 

(b) subject to the provisions of paragraph (a) above, all relevant amounts shall be 
calculated and reported o i  an accrual basis; 

(c) all on-balance sheet iten~s and all off-balance sheet items relating to banking 
activities, which items affect the exposure of the reporting bank to interest-rate 
risk, shall be included in the form BA 330, including- 

(i) any interest-bearing asset or liability instrument or item; 

(ii) any security or instr ~ment valued on a discounted basis; 

(iii) any zero coupon boqd; 

(iv) any variable rate instrument that may reprice on a daily or monthly basis, 
such as call deposit.; or prime linked instruments; 
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(v) any adjustable rate instrument with a known reset date, such as a 3 month 
JlBAR linked product, which instrument- 

(A) is linked to a regular base rate; 

(B) shall be reported based on its next known reset date; 

(vi) any discretionary or administered rate instrument, such as a savings or 
current account- 

(A) the relevant rate of which instrument may or may not change in line 
with a regular base rate; 

(6) the relevant rate of which instrument may be varied at the discretion 
of the reporting bank; 

(C)  which instrument shall be reported on the basis of the earliest 
adjustable interest-rate date; 

(vii) any fixed rate instrument, such as a 12 month fixed deposit, which 
instrument has a predefined fixed interest rate until maturity and shall be 
reported on the basis of the instrument's relevant residual maturity; 

(viii) any relevant derivative instrument, 

the relevant values of which instruments or items are influenced by and sensitive 
to changes in interest rates, irrespective whether or not- 

(A) formal interest payments arelwere made in respect of the said item or 
instrument: 

(6) the said item or instrument is denominated in Rand or a foreign 
currency. 

(d) any instrument not sensitive to or directly impacted by changes in interest rates, 
that is, instruments the relevant values of which are indifferent to changes in 
interest rates, such as capital and reserve funds, shall be included in the form 
BA 330 as non rate sensitive items; 

(e) in order to prevent a net negative interest rate from being applied to interest rate 
sensitive items, whenever the reporting bank simulates the impact of a rate 
shock or change on its net interest income, any relevant downward rate shock or 
change shall be limited to a minimum of zero per cent interest. 
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(4) A bank- 

(a) shall obtain the prior written approval of its board of directors or board-approved 
committee in respect of m y  behavioural assumptions or adjustments made in 
respect of the bank's exposure to interest-rate risk, which assumptions or 
adjustments might include matters relating to- 

(i) business volume; 

(ii) business growth; or 

(iii) product mix, 

provided that- 

no bank shall ~i thout the prior written approval of and subject to such 
conditions as may be specified in writing by the Registrar apply any 
behavioural assumption or adjustment when the bank completes 
items 1 to 31 of the form BA 330; 

the bank may in the completion of items 32 to 34 of the form BA 330 
include all relevant assumptions or adjustment approved by the 
bank's board ;)f directors or board-approved committee in respect of 
the bank's exrosure to interest-rate risk; 

the bank shdl duly document any behavioural adjustments or 
assumptions rrlade in respect of the bank's exposure to interest-rate 
risk; 

on prior writtctn request, the bank shall in writing provide to the 
Registrar any relevant information relating to the assumptions or 
adjustment al~proved by the bank's board of directors or board- 
approved committee in respect of the bank's exposure to interest-rate 
risk; 

(b) shall maintain an appropriate audit trail in respect of the data underlying the base 
models used for the com~letion of the form BA 330, which audit trail- 

(i) shall include a comirehensive reconciliation between the relevant amounts 
of assets and liabi ities included in the bank's management and board 
reports and the relevant assets and liabilities relating to banking activities 
respectively includerj in the forms BA 330 and BA 100; 

(ii) shall duly explain avy relevant reconciliation differences; 

(iii) on prior written request, shall be submitted in writing to the Registrar. 

(c) shall, based on the earl'est date of the next interest rate reset date or the 
maturity of any item, report all relevant positions in the relevant time bands 
specified in the form BA 330; 
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(d) shall value any option contract based on the relevant delta value of the said 
contract or a simplified proxy of the delta value, which delta equivalent value 
shall be obtained by multiplying the delta value of the relevant contract with the 
principal value of the relevant underlying instrument. 

(5) Instructions relating to the completion of the return are furnished with reference to 
certain item descriptions and line items appearing on the form BA 330, as follows: 

Line items 

1 to 22 Static repricing gap 

All relevant bucket values shall represent the relevant total amount of assets, 
gross of any related credit impairment, allowance or provision for loss, and 
liability items, including the notional amount of any relevant derivative instrument 
subject to repricing or interest rate risk. 

Non rate sensitive assets 

This item shall include any asset item the relevant value of which is not sensitive 
to or influenced by a change in interest rates, such as a deferred tax asset. 

Non rate sensitive liabilities, and capital and reserve funds 

This item shall include any liability item or relevant item related to capital and 
reserve funds of the reporting bank, the relevant value of which is not sensitive to 
or influenced by a change in interest rates, such as balances due to creditors or 
any non interest bearing capital instrument or reserve fund held in the bank's 
banking book. 

Net funding to I (from) trading 

This item shall reflect the net amount of funds borrowed from or lent to the 
banking related activities of the reporting bank by the bank's treasury, which 
treasury activity normally is managed in accordance with market risk limits and 
included in the market risk return as part of the reporting bank's trading activities. 

Net funding to I (from) ZAR banking book 

This item relates to the completion of the form BA 330 on a legal entity basis that 
includes any relevant activity or exposure of a foreign branch and shall reflect the 
net amount of funds borrowed from or lent to the foreign denominated activities 
of the reporting bank by the bank's ZAR banking book. 

17 to 19 Swaps and forward rate agreements 

The reporting bank shall separately report swap contracts that pay fixed and 
receiving floating, and swap contracts that receive fixed and pay floating, as 
specified in the form BA 330. 
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The bank shall treat an interest-rate,swap contract in terms of which the bank 
receives a floating-rate as being equ~valent to a long position in a floating-rate 
instrument with a maturi y equivalent to the period until the next interest-rate 
fixing, and a short positic n in a fixed-rate instrument with the same maturity as 
the interest-rate swap cor tract itself. 

For example, the reportillg bank shall report a two year pay fixed and receive 
floating forward swap co~tract commencing in one year's time, which contract 
has a floating reset date ' ~ f  three months, as a long position in the one year time 
band and a short position in the three year time band. 

Forward rate agreement:. (FRAs) and future contracts shall be reported on the 
same basis as purchased and sold positions, that is, long positions and short 
positions. The maturity of an instrument shall be based on the exercise date, plus 
the life of the underlying iistrument when relevant. 

For example, a buyer of a 3 x 6 FRA, that is, borrow money in three month's 
time, shall report a long rosition in the 3-month time band and a short position in 
the 6-month time band. 

20 Other derivative instrun~ents 

This item shall include tt-e aggregate amount of all derivative instruments other 
than swaps, futures and FRAs, which derivative instruments form part of 
managing the reporting b mk's exposure to interest rate risk in the banking book. 

Similar to other derivativs contracts the reporting bank shall in the case of an 
option contract report thc relevant contract amounts in the relevant time bands 
based on the relevant settlement date and maturity date of the contract. 

For example, when a bank buys a call option in respect of a 3-month interest 
future, which option is exercisable in two month's time, the bank shall, based on 
the relevant delta equivalsnt value of the contract, report a long position in the 5- 
month time bucket and a short position in the 2-month time bucket. 

Similarly, in the case of E swaption contract, a bank that bought a swaption shall 
report a short position, that is, a sold position, in respect of the strike date, and a 
long position, that is, a p i  rchased position, in respect of the maturity date. 

22 Cumulative gap, including derivative instruments 

Based on the net amounts reported in item 21, this item shall reflect the relevant 
cumulative amount in respect of the reporting bank's repricing gap in a specified 
time band. 

23 to 36 Interest rate sensitivity 

Subject to the provisions of subregulation (4)(a), based on the reporting bank's 
ALCO process and mocel, including all relevant assumptions or adjustments 
approved by the bank's hoard of directors or board-approved committee, these 
items shall reflect and be reconcilable to the relevant ALCO information reported 
to the reporting bank's senior management and board of directors. 
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23 to 26 Sensitivity of net-interest income 

Based on a parallel shift or shock of 200 basis points in the yield curve, up and 
down, these items shall reflect the simulated impact of the said rate change on 
the reporting bank's net interest income, which impact shall be reported in 
respect of each discrete time bucket specified in the form BA 330, with the 
cumulative total impact amount reported in column 6, before and after the 
relevant effects of derivative instruments are taken into consideration. 

27 and 28 lmpact on qualifying capital and reserve funds 

Based on the relevant amounts reported in items 25 and 26, the reporting bank 
shall express the relevant impact of the specified rate change on its net interest 
income as a percentage of the bank's allocated qualifying capital and reserve 
funds relating to risks other than market risk, as reported in item 105 of the form 
BA 700. 

29 and 30 lmpact of parallel rate shock in yield curve on forecast net interest income 

Based on the relevant amounts reported in items 25 and 26, the reporting bank 
shall express the relevant impact of a rate change on its net interest income as a 
percentage of the bank's forecast net interest income for the twelve-month 
period following the reporting month. 

lmpact on net interest income of a rate shock in selected key rates 

This item shall reflect the impact on !he reporting bank's net interest income over 
a 12 month period of an unchanged prime interest rate but an adverse 
movement of 25 basis points in the call rate and 3-month JIBAR rate, or the 
impact on net interest income of such an adverse change in the said rates as 
may be specified in writing by the Registrar. 

32 to 34 lmpact of adverse correlated risk shock 

Based on the prime rate as the base rate, these items shall reflect the required 
impact on net interest income and net income of an unfavourable correlated risk 
shock of 200 basis points, which correlated risk shock shall be calculated on a 
simulated basis taking into account such assumptions and yield curve shifts that 
best reflect the uniqueness and complexity of the reporting bank, provided that 
the reporting bank shall submit in writing to the Registrar all relevant information 
relating to the said assumptions and yield curve shifts applied in the said 
calculation and provide the Registrar with such further information as may be 
specified in writing by the Registrar. 

Based on the relevant amount reported in item 32, the reporting bank shall 
express the calculated impact on its net interest income as a percentage of the 
bank's forecasted net interest income for the twelve-month period following the 
reporting month. 
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Based on, amongst other things, the impact of an adverse correlated risk shock 
of 200 basis points on nc t interest related income, including the impact on net 
interest income calculatecl for purposes of item 32, and any other relevant 
income components that reasonably may be estimated in order to obtain net 
income, this item shall e:cpress the impact of the said adverse correlated risk 
shock on net income as a percentage of the bank's forecasted net income for the 
twelve-month period follov~ing the reporting month. 

Based on the formula specified below, a static balance sheet position and a 200 
basis point upward parallel shift in the bank's expected yield curve, this item shall 
reflect the relevant amour t by which the economic value of the reporting bank is 
expected to change. 

EVE,,,,,w = EVE* - EVE: 

where: 

EVE* is the econom c value of equity after the said 200 basis point upward 
parallel shift in the expected yield curve is applied 

EVE is the base ecmomic value of equity before the said 200 basis point 
upward paralk I shift in the expected yield curve is applied 

Based on the formula specified below, a static balance sheet position and a 200 
basis point downward palallel shift in the bank's expected yield curve, this item 
shall reflect the relevant mount by which the economic value of the reporting 
bank is expected to chance. 

= EVE* - EVE i 

where: 

EVE* is the econotnic value of equity after the said 200 basis point 
downward par(3llel shift in the expected yield curve is applied 

EVE is the base ecmomic value of equity before the said 200 basis point 
downward paradlet shift in the expected yield curve is applied 
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EQUITY RISK IN THE BANKING BOOK 

(Confidential and not available for inspection by the public) 

Nameof bank ........................................................ 
Month ended ................................................. (yyyy-mmdd) 

1. lncludlng the simplmed standardlsed approach for credit rlsk. 

(All amounts to be rounded off to the nearest R'000) 

- (All amounts to be rounded off to the nearest R'030) 
- - - - -  

IRB approach for credit risk 

Capital 
requirement 

4 

Market based approach 

Risk weighted 
assets 

3 

Skple risk weight method (total of items 4 and 5) 

Risk weighting 

2 

100% 

150% 

Standardlsed approach for credit risk' 

Equities - listed and unlisted 

Private equity and venture capital 

Equities - listed 

Equities - unlisted 

Internal models approach (total of items 7 and 8) 

Equities - listed 

Equities - unlisted 

Memorandum item: 
Diversified amount 

Line no. 

1 

2 

I. Means the relevant rlsk welghted exposure amount prlor to the application of the specified risk welghtlng floor, if relevant 

2 Means the relevant rlsk weighted exposure amount after the appllcauon of thespecified risk weighting Roor, when relevant 

Exposure value 

1 

BA 340 

Monthly 

4 

5 400% - 

Risk weighting Risk weighted assets Capital 
Exposure value floor requlrernent 

Without limit' I With limitZ 1 

Risk weighted Exposure value Risk weighting 
Capital 

Line no. j 1 assets requirement 



IRE approach for credit risk 

PDlLGD approach 

lnternal obligor grade' 

(All amounts to be rounded off to the nearest R'000) 
I 1 Internal ratha: PD ratio I Exoosure value 1 

Line 
no. 

Default 
Total (of items 10 to 35) 

I .  In ascending order, based on exposure welghted average PD. 

" - -  ~ . ~~ 4 I 
In respect 
which the 1,s 
scaling factor 

applies 

Average PO 
assigned to the 
obligor grade 

(YO) 

PD range 

Lower bound 
(%I 

I I 
5 

- 
Upper bound 

Risk weighted Capital 

6 3 4 1 

assets 

7 2 

requirement 



(All amounts to be rounded off to the nearest R'000) 

Memorandum items: Line no. 

lnvestments in unconsolidated majority omed banking, securities and other financial subsidiaries 
Significant minority investments in banking. securities and other financial entities 

Equity exposures exempt from the market based and PDlLGD approaches 37 

/ Exposure amount 1 

Deductions against capital and reserve funds in resvect of investments in related entities 38 

Investments in insurance subsidianes and significant minority investments in insurance entities 
Sign~ficant minority and majority investments in commercial entities Vlat exceed the specified materiality levels 
Other investments in related entities. which entities are included in the consolidation of the reporting banking 
group's accounts, such as significant minority- and majority-owed commercial entities below the specified 

41 
42 

43 
materiality level 
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31. Equity risk in the banking book - Directives and interpretations for completion 
of monthly return concerning equity risk in  the banking book (Form BA 340) 

(1 ) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is to determine the nature and extent 
of the reporting bank's exposure to investment risk arising from equity positions and other 
relevant investments or instruments held in its banking book. 

(3) Criteria relating to categorisation of equity exposures held in a bank's banking book 

Based on the economic substance and not the legal form of an instrument, and 
irrespective whether or not the said instrument makes provision for a voting right, for 
the purposes of these Regulations equity exposures held in a bank's banking book- 

(a) shall include- 

(i) any direct ownership interest in the assets and income of a commercial or 
financial institution; 

(ii) any indirect ownership interest in the assets and income of a commercial or 
financial institution, including- 

(A) a derivative instrument held, which derivative instrument is linked to 
an equity interest: 

(6) any instrument or interest held in a corporation, partnership, limited 
liability company or other type of enterprise that issue ownership 
interests and which in turn principally is engaged in the business of 
investing in equity instruments; 

(iii) any instrument that- 

(A) is not redeemable, that is, the return of invested funds can be 
achieved only by way of the sale of the relevant instrument, the sale 
of the rights to the relevant investment or the liquidation of the issuer 
of the relevant instrument; 

(6) does not constitute an obligation of the issuer of the instrument; 

(C)  entitles the holder of or investor in the said instrument to a residual 
claim in respect of the assets or income of the issuer of the said 
instrument; 

(D) exhibits or contains characteristics similar to an instrument that 
qualifies as primary share capital of a bank, as defined in section 1 of 
the Act; 
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(E) constitutes an obligation of the issuer of the instrument and the said 
obligation or il~strument makes provision for any one of the conditions 
or circumstanl:es specified below. 

(i) The issuer of the said instrument has the right indefinitely to 
defer the settlement of the said obligation. 

(ii) The obligation specifies that settlement will, or at the discretion 
of the issuer may, take place by way of the issuance of a fixed 
number of equity shares of the obligor. 

(iii) The obligation specifies that settlement will, or at the discretion 
of the ksuer may, take place by way of the issuance of a 
variable lumber of the issuer's equity shares and any change in 
the value of the obligation is related to, and in the same direction 
as, the c:hange in the value of a fixed number of the issuer's 
equity st-ares. 

(iv) The holcer of the instrument has the option to require that the 
obligation be settled in equity shares. 

(b) shall exclude any instrumwt- 

(i) held in any institu-ion or entity of which the assets and liabilities are 
consolidated with t ie  assets and the liabilities of the reporting bank or 

' controlling compan) ; 

(ii) that constitutes a deduction against the primary or secondary capital and 
reserve funds, or tei tiary capital, of the reporting bank; 

(iii) specified in writing by the Registrar, which instrument or any part thereof, in 
the discretion of ard subject to the conditions specified in writing by the 
Registrar, should be treated as debt instead of equity. 

(4) Once a bank adopts the IRB a ~proach as envisaged in regulation 23(10) for all or part 
of any of its corporate, bank, sovereiiln, or retail asset classes, the bank shall simultaneously 
adopt the IRB approach for its equity exposures, subject only to materiality levels as may be 
specified in writing by the Registrar fr2m time to time, provided that the Registrar may require 
a bank to implement one of the IRB equity approaches specified in subregulation (5) below 
when the bank's equity exposures cmstitute a significant part of its business, even though 
the bank may not adopt an IRB approach in respect of other asset classes, business units or 
activities. 
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(5) Calculation of risk weighted exposure in respect of equity instruments held in the 
banking book of a bank that adopted the IRB approach for the measurement of the bank's 
exposure to credit risk 

(a) Subject to the provisions of regulation 38(2)(a), a bank that adopted the IRB 
approach for the measurement of the bank's exposure to credit risk shall calculate 
its risk-weighted assets and related required amount of capital and reserve funds 
in respect of equity exposures held in its banking book in accordance with the 
market-based approach or PDlLGD approach specified below, or, subject to the 
prior written approval of and such conditions as may be specified in writing by the 
Registrar, a combination of the said approaches, provided that- 

(i) the bank shall apply a selected approach in a consistent manner; 

(ii) each relevant risk category shall be assessed using a single approach; 

(iii) all relevant elements of the reporting bank's exposure to equity risk in the 
banking book shall be subject to the bank's risk management policies, 
processes and procedures, and the relevant requirements specified in this 
subregulation (5); 

(iv) no bank shall be allowed to apply a combination of approaches- 

(A) within a specific risk category; or 

(B) in respect of the same type of risk, across different risk centres; 

(v) any relevant equity exposure that constitutes a deduction against the 
reporting bank's capital and reserve funds in terms of the provisions of 
regulations 23(6), 23(8), 23(11) or 23(13) shall be included in the form 
BA 340, and the relevant amount shall be deducted from the bank's capital 
and reserve funds in accordance with the relevant requirements specified in 
section 70 of the Act read with the provisions of the aforesaid regulations; 

(vi) a bank that adopted the market-based approach- 

(A) shall continuously comply with the relevant minimum requirements 
specified in regulation 23(1 l)(b)(vii) if the bank wishes to apply the 
internal model market-based approach specified in paragraph (b)(ii) 
below; 

(8) shall calculate its risk weighted exposure in terms of the simple risk- 
weight method when the bank is unable to comply with the said 
minimum requirements relating to the internal model market-based 
approach specified in regulation 23(11 )(b)(vii); 

(C) may in the calculation of the bank's risk-weighted exposure recognise 
the effects of guarantees, but not collateral, obtained in respect of a 
particular equity position; 
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a bank that adoptod the PDILGD approach shall in addition to the 
requirements specifi8:d in paragraph (c) below, comply with the relevant 
minimum requirements relating to corporate exposure specified in 
regulations 2 3  1 ; (b)(v)(A) 23(11 )(b)(v)(B), 23(11 )(b)(vi)(A) and 
23(11)(d)(ii); 

no investment in : significant minority owned or majority owned or 
controlled commerci;~l entity, which investment amounts to less than 15 per 
cent of the sum of ,he bank's issued primary and secondary capital and 
reserve funds, resp!ctively reported in items 36, 63 and 72 of the form 
BA 700, shall be ass gned a risk weight of less than 100 per cent; 

based on such concitions, requirements or criteria as may be specified in 
writing by the Regisirar, the Registrar may exempt from the provisions of 
this subregulation (5' specified types of equity exposure; 

any investment in arl equity instrument shall be valued in accordance with 
the relevant provisio i s  of Financial Reporting Standards issued from time to 
time, which value :;hall also be applied by the reporting bank in the 
calculation of the bznk's relevant risk weighted exposure amount and the 
related required amo ~ n t  of capital and reserve funds; 

when the bank inves s in instruments issued by a fund, which fund invests in 
equity and non-equal! instruments, the bank shall base its calculations on the 
assumption that the fund firstly invests, to the maximum extent allowed in 
terms of the mandatcr of the fund, in the asset classes attracting the highest 
capital requirement, and then continues to make investments in descending 
order until the maxim um total investment level is reached; 

the bank's total rsk weighted exposure amount relating to equity 
instruments held in the bank's banking book, and the related required 
amount of capital and reserve funds, shall be equal to the sum of amounts 
calculated in accordance with the relevant requirements specified in this 
subregulation (5).  

(b) Market-based approach 

A bank that adopted the nrarket based approach for the calculation of its capital 
requirements relating to equity positions held in the bank's banking book shall 
apply one or both of the mahods specified below in respect of the bank's various 
equity portfolios provided that the method selected by the bank shall be consistent 
with the complexity of th? bank's equity holdings and shall be applied in a 
consistent manner. 

(i) Simple risk weight msthod 

A bank that adopted the simple risk weight method- 

(A) shall assign tc the appropriate categories specified in table 1 below 
the bank's relevant net equity positions, calculated in accordance with 
the relevant definition of a long or short position. 
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Table 1 

(B) may net short cash positions and positions relating to derivative 
instruments held in its banking book against long positions held in 
respect of the same instrument provided that- 

. -. . . . - . 

(i) the said instrument shall explicitly be designated as a hedge in 
respect of that particular equity instrument; and 

Description 
Publicly traded equity, that is, any yquity 
instrument traded on a licensed exchange 
gther  .- equity positions' 

(ii) both instruments shall have remaining maturities of no less than 
one year; 

Risk weight 

300% 

400% 

(C) shall treat any maturity mismatched positions in accordance with the 
relevant requirements relating to corporate exposures specified in 
regulation 23(1 l)(d)(ii) read with the relevant requirements specified 
in regulation 23(12)(f). 

1. including the absolute values of net short positions. 

(ii) Internal models approach 

A bank that adopted or has been directed by the Registrar to apply the 
internal models approach shall calculate its risk-weighted exposure relating 
to its equity positions through the application of the formula specified below. 

where: 

RWA is the relevant risk-weighted exposure amount 

K is the capital requirement, which capital requirement- 

(A) shall be equal to the potential loss that may arise from the 
bank's equity positions held in its banking book, derived from 
the bank's internal value-at-risk model; 

(B) shall be based on a 9gth percentile, one-tailed confidence 
interval of the difference between quarterly returns and an 
appropriate risk-free rate computed over a long-term sample 
period, 

provided that the said capital requirement- 

(i) shall not be less than the capital requirement calculated in 
terms of the simple risk-weight method specified in sub- 
paragraph (i) above, applying a risk weight of 200 per cent 
in respect of publicly traded equity and a risk weight of 
300 per cent in respect of all other equity positions; 

(ii) shall be calculated in respect of individual instruments and 
not at a portfolio level. 
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(c) PDILGD approach 

A bank that adopted the PDiLGD approach shall calculate its risk-weighted 
exposure amount in respect of equity positions held in the bank's banking book in 
accordance with the rekwant requirements relating to corporate exposure 
specified in regulation 23(11)(d)(ii) provided that- 

(i) the bank's estimate of the PD ratio of a corporate institution in which the 
bank holds an equit) position shall be based on the same requirements as 
the bank's estimate of the PD ratio of a corporate institution in respect of 
which the bank has E debt exposure. 

When the bank has IIO debt exposure in respect of a corporate institution in 
which the bank ho1c.s an equity instrument and the bank has insufficient 
information in respect of the said corporate institution to adhere to the 
definition of defaul.., but the bank complies with the other relevant 
standards, the bank shall apply a scaling factor of 1.5 to the relevant risk 
weight derived from I he relevant corporate risk-weight function; 

(ii) when a default evert occurs in respect of a debt obligation of a particular 
corporate institution in which the reporting bank holds an equity position, it 
shall for purposes cf these Regulations be deemed that a simultaneous 
default event occurred in respect of the said equity position held by the 
bank: 

(iii) the bank shall in respect of each relevant equity exposure apply- 

(A) a LGD ratio of 90 per cent, and 

(B) a five year ma. urity adjustment; 

(iv) the bank shall apply 3 minimum risk weight of 100 per cent in respect of- 

(A) public equities provided that- 

(i) the banrc's investment forms part of a long-term customer 
relations hip; 

(ii) capital gains are not expected to be realised in the short term; 

(iii) the bank, has lending andlor general banking relationships with 
the porlfolio company in order to estimate or obtain the 
probabili ly of default: 

(B) private equities provided that- 

(i) the bank's return on the investment is based on regular and 
periodic cash flows, which cash flows are not derived from 
capital gains; 

(ii) the bank has no expectation of any abnormal future capital gain 
or realising any existing gain in respect of the said investment; 
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(v) in the case of all equity positions other than the equity positions referred to 
in subparagraph (iv) above, including any net short positions, the bank's 
capital requirement shall not be less than the capital requirement calculated 
in terms of the simple risk weight method, based on a risk weight of 200 per 
cent in respect of publicly traded equity and a risk weight of 300 per cent in 
respect of other equity exposures; 

(vi) the bank shall include in its calculation any equity instruments held in 
respect of companies that are included in one of the bank's retail portfolios; 

(vii) the maximum risk weight in respect of any equity exposure shall be equal to 
1250 per cent or the relevant imputed percentage equivalent to a deduction 
from the bank's capital and reserve funds provided that instead of adding to 
the bank's risk weighted exposure amount the said equity exposure amount 
the reporting bank may deduct from its primary capital and reserve funds 
fifty per cent of the relevant equity exposure amount and from its secondary 
capital and reserve funds the remaining fifty per cent of the relevant equity 
exposure amount, which amount shall in the case of the said deduction 
approach be deemed to represent the expected loss amount relating to the 
said equity exposure; 

(viii) when the bank obtained a hedge in respect of the equity exposure, the 
bank shall apply- 

(A) an LGD ratio of 90 per cent in respect of the exposure to the 
protection provider; and 

(B) a five-year maturity in respect of the said equity exposure. 

( 6 )  Instructions relating to the completion of the return are furnished with reference to 
certain item descriptions and line items appearing on the form BA 340, as follows: 

Line item: 

1 Equity, listed and unlisted 

Based on the relevant requirements specified in regulations 23(6)(j) and 23(8)(j), 
this item shall reflect the relevant aggregate amount of the reporting bank's equity 
investments other than private equity investments or investment in venture 
capital. 

Private equity and venture capital 

Based on the relevant requirements specified in regulations 23(6)(j) and 23(8)(j), 
this item shall reflect the relevant aggregate amount of the reporting bank's 
investments in private equity and venture capital. 

Publicly traded equity or listed equity 

This item shall reflect the aggregate amount of publicly traded equity instruments, 
which instruments are included in items 27 and 35 of the form BA100. 
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5 Other equity or unlisted equity 

This item shall reflect the aggregate amount of equity instruments other than 
publicly traded equity inztruments, including any unlisted equity instrument and 
investments in subsidiaries and associates, which instruments are included in 
items 28,36 and 39 to 41 of the form BAl00. 

43 Other investments in related entities 

This item shall reflect the aggregate amount of investments in subsidiaries and 
associates other than s~bsidiaries and associates reported in items 40 to 42. 
which subsidiaries and associates are included in the consolidation of the banking 
group's accounts. 
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DERIVATIVE INSTRUMENTS 

Page no. 

1. Form BA 350 - Derivative instruments ......................................................... 501 

2. Regulation 32 - Directives and interpretations for completion of 
monthly return concerning derivative instruments 
(Form BA 350) ................................................................... 506 



DERIVATIVE INSTRUMENTS 
(Confidential and not available for inspection by the public) 
Name of bank ............................................ 
Month ended ............................. (yyyy-mm-dd) 

Derivative instruments other than credit derivative 
Instruments 

Turnover 
for the month 

Exchange traded contracts (total of items 2, 5,8, 11 
and 12) 

Futures contracts (total of items 3 and 4) - . .  
uuuy~~r  

Sold 
Call options (total of items 6 and 7) 

Written 
Purchased 

Put options (total of items 9 and 10) 
Written 
Purchased 

Swaps 
Other 

OTC contracts (total of items 14 to 16, 19 and 22) 
Forwards and FRA's 
Swaps 
Call options (total of items 17 and 18) 

Written 
Purchased 

Put options (total of items 20 and 21) 
Whtten 
Purchased 

Other 

h e  
no. 

- 
1 
2 
J 

4 

5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 

17 
18 
19 
20 
21 
22 - 

BA 350 
Monthly 

(All amounts to be rounded off to the nearest R'000) 
Notional gross amounts relating to underlying asset 

Interest-rate 
contracts 

'Fig" exchange 
Equity and indices Commodities Other Total 

including gold) 
Trading Banking Trading Banking Trading Banking Trading] Banking) Trading i Banking Trading Banking 

1 2 3 4 5 6 7 8 9 10 11 12 



Derivative instruments other than credit derivative 
instruments 

Unexpired contracts' 
at month-end 
Exchange traded contracts (total of items 24. 28, 32. 
36.40.44,48 and 52) 

Futures contracts bought (total of items 25 to 27) 
less than 1 year 
1 year to 5 years 
more than 5 years 

Futures contracts sold (total of items 29 to 31) 
less than I year 
1 year to 5 years 
more than 5 years 

Call options written (total of items 33 to 35) 
less than 1 year 
1 year to 5 years 
more than 5 years 

Call options purchased (total of items 37 to 39) 
less than 1 year 
I year to 5 years 
more fhan 5 years 

Put options written (total of items 41 to 43) 
less than 1 year 
1 year to 5 years 
more than 5 years 

Put options purchased (total of items 45 to 47) 
less than 1 year 
7 year to 5 years 
more than 5 years 

Swaps (total of items 49 to 51) 
less fhan 1 year 
1 year to 5 years 
more than 5 years 

Other (total of items 53 to 55) 
less than I year 
1 year to 5 years 

(All amounts to be rounded off to the nearest R'000) -- 

I Notional gross amounts relating to underlying asset - -4 
I 

Interest-rate 1 Foreign exchange : Equity and indices Line - contracts (including gold) 1 Other Total 
no. 

Trading Banking / Trading Banking / Trading Banking Trading Banking Trading Banking Trading Banking 
1 2 1 3  4 1 5 6 7 8 9 10 11 12 I 

I 

more than 5 yeers j 
I. oilbed on the remaining contractual maturity of the relevant contract. 





Derivative instruments other than credit derivative 
instruments 

Fair value 
at month-end 

Exchange traded contracts 
Futures contracts (total of items 86 and 87) 

Bought 

Sold 
Call options (total of items 89 and 90) 

Written 

Purchased 
Put options (total of items 92 and 93) 

Written 
Purchased 

Swaps 
Other 
Net fair value amount (total of items 85. 88. 91, 94 
and 95) 

OTC contracts 
Forwards and FRA's 

Swaps 
Call options (total of items 100 and 101) 

Written 

Purchased 
Put options (total of items 103 and 104) 

Written 

Purchased 
Other 
Net fair value amount (total of items 97 to 99, 102 
and 105) 

Memorandum items: 
Gross positive falr value'' (asset) 
Gross negative fair value'.' (liabllity) 

I. Gross aggregate of contracts included In items 85 to 106. 

2. Report as absolute amounts. 

504 

(All amounts to be roundedotf!~ the nearest R'OOO) 
I 

Line 
no. / Trading I Banking Trading I Banking I Trading / Banking !Trading 1 Banking 1 Trading / Banking Trading / Banking 

1 1 / 2 / 3 1 4 1 5 /  6 7 1  8 [ 9 1 0  j 11 1 12 

I Fair value of outstanding contracts 
Interest-rate i F:reign exchange I Equity and indices Commodities 1 Other Total L contracts including gold) I I 



Credit-derivative 
instruments 

Protection buyer 
Credit-default swaps 
Total return swaps 
Other' 
Total (of items 109 to 11 1) 

Protection seller 
Credit-default swaps 
Total return swaps 
other' 
Total (of items 113 to 115) 

?. lncludlng credit-linked notes. 

during the month 

10 i ~~ -- 
1 I I I 

12 1 I I 
Gross notional amounts 

Fair value of outstandlng contracts at 
monthsnd 

Banking 

- 

Outstanding balance PLUS : Protection ' MINUS : Protection ' O(her movement 
' 

Ce at the beginning of 

Trading Banking - T r a d x ,  Banking 

3 4 
Trading Ba!king 

Outstanding balance 

Positive 

I 

- -  

Negative Trading 

7 

Negative Banking J Positive 

8 5 

13 I 

at the end of the Trading I reporting month , -the reporting month 
sold during the that matured during 

14 

I 

- 

6 

14 
15 

16 

during the month 

12 1 13 9 . 
I 

__C_ 

- 
I 
I 

, reporting month the re or t in t -onth 

I I '0 I - 

-- 
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32. Derivative instruments - Directives and interpretations for completion of monthly 
return concerning derivative instruments (Form BA 350) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is to determine - 

(a) the relevant notional amounts underlying all contracts in derivative instruments 
concluded during the reporting month, that is, the turnover in respect of 
transactions in derivative instruments concluded during the reporting month; 

(b) the relevant notional amounts underlying all contracts in derivative instruments 
that had not yet terminated at month-end, that is, the notional amounts 
underlying all unexpired derivative contracts; 

(c) the relevant fair value amounts underlying all contracts in derivative instruments 
that had not yet terminated at month-end, that is, the fair value amount 
underlying all unexpired derivative contracts. 

(3) The form BA 350- 

(a) distinguishes between transactions concluded in respect of credit-derivative 
instruments and transactions concluded in respect of derivative instruments other 
than credit-derivative instruments; 

(b) distinguishes between the broad categories of risk, including credit risk, interest 
rate risk, foreign exchange risk, equity risk and commodity risk; 

(c) distinguishes between the various types of instrument, including forwards, swaps 
and options; 

(d) determines whether the reporting bank primarily conducts business in over-the- 
counter derivative instruments or exchange-traded contracts (in order to 
distinguish risk profiles); and 

(e) determines whether derivative instruments are used for trading purposes or 
banking purposes, such as hedging. 

(4) A bank shall have in place a written policy relating to derivative instruments, which 
policy- 

(a )  shall be approved by the bank's board of directors; 

(b) shall duly specify the criteria for determining which derivative instruments are 
classified as part of the bank's trading activities and which of the said items are 
classified as part of the bank's banking activities; 
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(c) shall duly specify any ~elevant limits relating to transactions in derivative 
instruments; and 

(d) shall ensure that transacttons in derivative instruments are subject to adequate 
internal controls and appropriate internal audit coverage. 

(5) Matters relating to notional amoi ~nts 

Notional amounts- 

( a )  reflect the nominal amour~ts underlying the respective derivative contracts listed 
in the form BA 350; 

(b) are the contracted bast! values on which payments and receivables are 
calculated; 

(c) in relation to derivative contracts with multiplier components shall be the 
contracts' effective notior a1 amounts or par values. For example, the effective 
notional amount of a swap contract with a stated notional amount of R1 000 000 
and a specified quarterly settlement rate multiplied by 10 shall be R10 000 000. 

(6) Matters relating to fair value 

For purposes of this regulation 32, fair value- 

(a) means the amount for wt ich an asset could be exchanged, or a liability settled, 
between knowledgeable, willing parties in an arm's-length transaction, other than 
in a forced or liquidation s 3le; 

(b) is regarded as a broader term than market value since the market value of an 
instrument usually refers 13 the price obtainable in an active market; 

(c) in relation to a derivative instrument in respect of which an active market exists 
shall be the instrument's quoted market value provided that when a quoted 
market price for a particular derivative instrument is not available, the fair value 
of the said derivative instrument shall be the value determined by the senior 
management of the bank in order to manage the financial risks relating to the 
said instrument. 
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(7) In this regulation, detailed instructions relating to the completion of the return 
concerning derivative instruments are furnished with reference to the headings and columns 
appearing on the form BA 350. as follows: 

Line item 

1 to 22 

23 to 84 

85 to 108 

Turnover 

These items shall reflect the notional gross amounts underlying all transactions 
concluded during the current reporting month where the reporting bank acted as 
a principal. The purpose of the information is to obtain an understanding of the 
scope, nature and extent of the reporting bank's involvement in derivative 
instruments. 

All relevant notional amounts shall be reflected as absolute amounts. 

Unexpired contracts at month-end 

Based on the remaining contractual maturity of all relevant contracts these items 
shall reflect the relevant notional gross amounts underlying all contracts that had 
not yet terminated at the end of the reporting month. 

Fair value 

These items shall reflect the relevant required fair value amounts of all 
transactions that had not yet terminated at the end of the reporting month. 

The identification of the respective fair value amounts for contracts other than 
contracts relating to trading gives an indication of the extent to which the bank 
may be exposed to unrealised losses. 
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0 PERATIONAL RISK 

Paae no. 

................................................................... 1. Form BA 400 - Operational risk 510 

2. Regulation 33 - Directibes and interpretations for completion of six- 
monthly return concerning operational risk (Form 

................................................................................ BA 400) 51 2 
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33. Operational risk - Directives and interpretations for completion of six-monthly 
return concerning operational risk (Form BA 400) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return, amongst other things, is- 

(a) to provide a reconciliation between gross operating income reported in the form 
BA120 and gross income used by a bank that adopted the basic indicator 
approach or standardised approach in order to calculate the bank's required 
amount of capital and reserve funds in respect of operational risk; 

(b) to calculate a bank's capital requirement in respect of operational risk. 

(3) For the measurement of a bank's exposure to operational risk, the bank shall, at the 
discretion of the bank, use one of the alternative methodologies specified below. 

(a) The basic indicator approach prescribed in subregulation (7); 

(b) Subject to the prior written approval of and such conditions as may be specified 
in writing by the Registrar, and the bank complying with the relevant minimum 
qualifying criteria specified in subregulation (a), the standardised or alternative 
standardised approach; 

(c) Subject to the prior written approval of and such conditions as may be specified 
in writing by the Registrar, and the bank complying with the minimum qualifying 
criteria specified in subregulation (9), the advanced measurement approach. 

(4) Subject to the provisions of subregulations (5) and (6) below, once a bank adopted one 
of the more sophisticated approaches for the measurement of the bank's exposure to 
operational risk, the bank shall not revert to a simpler approach without the prior written 
approval of the Registrar. 

(5) Subject to the prior written approval of and such conditions as may be specified in 
writing by the Registrar, a bank may use the advanced measurement approach for some 
parts of its operations and the basic indicator approach or standardised approach for the 
remainder of its operations, provided that- 

(a) the bank shall duly capture the operational risk of its global consolidated 
operations; 

(b) all the operations of the bank that are included in the advanced measurement 
approach shall adhere to the relevant qualifying criteria specified in subregulation 
(9) whilst the relevant parts of the bank's operations that are subject to one of 
the simpler approaches shall adhere to the qualifying criteria specified in respect 
of that relevant approach; 
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(c) on the date of the imple~nentation of the advanced measurement approach, a 
significant part of the bank's exposure to operational risk shall be subject to the 
advanced measurement 2 pproach; 

(d) the bank shall submit in writing to the Registrar a comprehensive plan that, 
amongst other things, shz I1 specify the time period during which the bank intends 
to roll out the advanced measurement approach across all its operations 
provided that should the tcank plan not to implement the advanced measurement 
approach across all its or erations the bank shall specify and duly motivate in its 
plan to the Registrar any operation in respect of which the advanced 
measurement approach vfill not be implemented, which operation shall constitute 
an immaterial part of the t tank's operations. 

(6) When a bank is unable to corr ply with the qualifying criteria specified for a particular 
approach in order to measure the b~nk's exposure to operational risk, the Registrar may in 
writing direct the bank to apply a different method for the measurement of the bank's 
exposure to operational risk, subject to such conditions as may be specified in writing by the 
Registrar. 

( 7 )  Basic indicator approach 

(a) A bank that adopted the basic indicator approach shall calculate its required 
amount of capital and reserve funds in respect of operational risk through the 
application of the formula specified below, which formula is designed to calculate 
a capital requirement bas 3d on the average amount of the bank's positive annual 
gross income derived during the preceding three-year period, multiplied by 15 
per cent, provided that- 

0) 

(ii) 

(iii) 

when the annual gross income for a particular year was negative or equal 
to zero, the bank st all exclude the relevant amounts for that particular year 
from both the numxator and the denominator when the bank calculates 
the relevant average amount of gross income; 

amounts included i l l  the calculation of average gross income shall be the 
relevant audited ariounts in respect of the relevant year. When audited 
amounts are not a~ailable, the bank may with the prior written approval of 
and subject to sut:h conditions as may be specified in writing by the 
Registrar use the atest amounts reported by the bank to its board of 
directors or senior r Janagement in respect of the relevant period; 

a newly establishetl bank that does not have the required gross income 
data to calculate t1.e required gross income amounts may with the prior 
written approval of and subject to such conditions as may be specified in 
writing by the Registrar use gross income projections for all or part of the 
said three-year peril ~ d .  
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The formula is expressed as follows: 

where: 

KBIA is the relevant required amount of capital and reserve funds under 
the basic indicator approach 

GI is the relevant annual positive gross income amount derived during 
the preceding three-year period 

n is the relevant number of the previous three years in respect of which 
gross income was positive 

a is a fixed percentage, equal to 15 per cent 

(b) For the purposes of subregulations (7) and (8), gross income means net interest 
income plus net non interest income provided that the aforesaid amount of gross 
income shall not include- 

(i) any provision for loss or impairment raised by the reporting bank; 

(ii) any operating expenses of the reporting bank, including fees paid by the 
reporting bank to service providers in respect of outsourcing; 

(iii) any realised profits or losses arising from the sale of securities held in the 
reporting bank's banking book, including any relevant amounts relating to 
securities classified as "held to maturity" or "available for sale"; 

(iv) any extraordinary or irregular item; 

(v) any income derived from insurance. 

Standardised approach and alternative standardised approach 

(a) A bank that wishes to adopt the standardised approach or alternative 
standardised approach for the measurement of the bank's exposure to 
operational risk- 

(i) shall obtain the prior written approval of and comply with such conditions as 
may be specified in writing by the Registrar, which conditions may include a 
period of initial monitoring by the Registrar before the bank is allowed to 
adopt the said approach for the calculation of its capital requirement in 
respect of operational risk; 

(ii) as a minimum, shall comply with the relevant qualifying criteria specified in 
paragraph (b) below; 
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(iii) shall divide its activiries into the eight business lines specified in table 1 
below; 

(iv) shall calculate its capital requirement in accordance with the relevant 
provisions specified in paragraph (c) below. 

(b) Qualifying criteria 

(i) As a minimum, a ba11k that wishes to adopt the standardised approach for 
the measurement of the bank's exposure to operational risk shall 
demonstrate to the si~tisfaction of the Registrar- 

that the bank's board of directors and senior management are 
actively involw?d in the oversight of the bank's operational risk 
management framework; 

that the bankL operational risk management system is conceptually 
sound and implemented with integrity; 

that the bank t as sufficient resources for the use of the standardised 
approach in thf: bank's major business lines, and in the bank's control 
and audit units: 

that the bank t as in place adequate policies and documented criteria 
to map its business lines and gross income into the business lines 
indicated in tz ble 1 below, in accordance with the requirements 
specified in paragraph (d) below. 

(ii) As a minimum, in addition to the requirements specified in subparagraph (i) 
above, a bank with internationally active branches or subsidiaries, which 
bank wishes to adopt the standardised approach for the measurement of 
the bank's exposure to operational risk- 

(A) shall have in place an adequate operational risk management system 
with clear responsibilities being assigned to an operational risk 
management fmction, which operational risk management function, 
amongst other things, shall be responsible for- 

( i )  the development of strategies to identify, assess, monitor and 
control or mitigate the bank's exposure to operational risk; 

(ii) the development of comprehensive policies and procedures 
relating to operational risk management and controls, including 
policies to address areas of non-compliance; 
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(iii) the design and implementation of a methodology to 
comprehensively assess the bank's exposure to operational 
risk; 

(iv) the design and implementation of a risk reporting system in 
respect of operational- risk; 

(v) the development and implementation of techniques to create 
appropriate incentives to improve the management and control 
of operational risk throughout the bank. 

(B) shall as part of the bank's internal operational risk assessment 
system track relevant operational risk data, including material losses 
per business line- 

(i) which operational risk assessment system- 

(aa) shall closely be integrated with the risk management 
processes of the bank; 

(bb) shall be subject to regular validation and independent 
review; 

(ii) the output of which system shall form an integral part of the 
process to monitor and control the bank's operational risk 
profile, including any risk reporting, management reporting and 
risk analysis; 

(C) shall on a regular basis report to the relevant management of the 
bank's business units, the senior management of the bank and the 
bank's board of directors its exposure to operational risk, including 
material losses suffered in respect of operational risk; 

(D) shall duly document the bank's operational risk management system; 

(E) shall have in place- 

(i) procedures to take appropriate action based on information 
contained in the reports submitted to the management of the 
bank's business units, the senior management of the bank and 
the bank's board of directors: 

(ii) a robust process to ensure compliance with the bank's 
documented set of internal policies, controls and procedures 
concerning the operational risk management system; 
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(iii) policies ~hat"comprehensive1y deal with the manner in which 
any area or matter of non-compliance will be dealt with; 

(F) shall ensure that the bank's operational risk management process is 
subject to regular independent review. 

(c) Capital requirement 

(i) Subject to the prclvisions of subparagraph (ii) below, a bank shall 
separately calculate a capital requirement in respect of each relevant 
business line speciied in table 1 below by multiplying the three-year 
average amount of gross income relating to each relevant business line 
with the beta factor specified in table 1 below, provided that the 
requirements and ccnditions specified in subregulation (7) relating to gross 
income, and in particular any relevant negative amount of gross income, to 
the extent that the said requirements and conditions are relevant, shall 
mutatis mutandis arply to each relevant business line specified in table 1 
below. 

In the absence of m y  negative amount of gross income in any of the 
relevant business lir es during any of the relevant three years, the relevant 
capital requirement "or the bank may be calculated through the application 
of the formula specified below. 

KTSA = &ears 1-3 ma~[~(G114 x Pl-e)r01)/3 

where: 

KTsA is the aggregate required amount of capital in terms of the 
standardised approach 

Glia is the annual gross income amount in a specific year, as defined in 
and calculated in accordance with the conditions and requirements 
relating to g -oss income specified in subregulation (7) above, in 
respect of each of the relevant eight business lines 

is the relevart beta factor specified in table 1 below 
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3usiness line 

Table 1 
pproach 
Activities which may be 

-- 
Standardised 
1- 7 Beta 

Factor 

18% 

a 

Consisting of: 
included 

Mergers and acquisitions, 
underwriting, privatisations, 

securitisation, research, debt 
(government or high yield), 
equity, syndications, IPO, 

secondary private 
placements 

Fixed income, equity, foreign 
exchanges, commodities. 

credit, funding, own position 
securities, lending and 

repurchase1 resale 
agreements, brokerage, debt, 

prime brokerage 
Retail lending and deposits, 
banking services, trust and 

estates 
Private lending and deposits, 
banking services, trust and 
estates, investment advice 

Merchant1 commercial/ 
corporate cards, private 

labels and retail 
Project finance, real estate, 

export finance, trade finance, 
factoring, leasing, lending, 

guarantees, bills of exchange 
Payments and collections, 

funds transfer, clearing and 
settlement 

Escrow, depository receipts, 
securities lending 

(customers) corporate 
actions 

Issuer and paying agents 

Corporate finance -- 
Municipal/ 

Government finance 
Merchant banking :orporate finance 

Advisory services 

Sales -- 
Market making 

Proprietary positions - 
rrading and sales 

Treasury 

Retail banking 

Retail banking Private banking 

Card services 

Commercial 
banking Commercial banking 

Payment and 
settlement External clients 

Custody 
Agency services 

Corporate agency- 
Corporate trust 

Pooled, segregated, retail, 
institutional, closed, open, 

Discretionary fund 
management Asset 

management private equity 
Pooled, segregated, retail, Jon-discretionary fund 

management - 
Retail brokerage 

institutional, closed, open 
Execution and full service Retail brokerage 
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(ii) Subject to the prior written approval of and such conditions as may be 
specified in writing b) the Registrar, which approval shall be granted only in 
exceptional cases, a bank may use an alternative standardised approach 
to calculate the banl;'s capital requirement relating to operational risk, in 
terms of which alternative standardised approach the bank- 

(A) may in respect of its retail banking and commercial banking business 
lines, instead o" the gross income, multiply the loans and advances of 
the said business lines with the respective beta factors specified in 
table 1 in sut'paragraph (i) above and a constant factor "m" in 
accordance wit 1 the formula specified below. 

(i) In the CiiSe of the bank's retail banking business line, as 
follows: 

where: 

KRB is the relevant capital requirement in respect of the retail 
b: nking business line 

p~~ is the relevant beta factor for the retail banking business 
lire, as specified in table 1, in paragraph (i) above 

L&e is the total outstanding amount of specified retail loans 
arid advances, which total amount- 

(aa) shall not be risk weighted; 

(bb) shall be gross of any provision; 

(c,:) shall be derived by calculating the relevant 
average amount based on the relevant total 
outstanding amount at the end of each year in the 
three year period preceding the reporting date; 

(d3) shall include the total drawn amount in respect of 
the credit portfolios specified below: 

(i) retail; 

(ii) SMEs treated as retail; 

(iii) purchased retail receivables 

m is a constant factor equal to 0.035 
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(ii) In the case of the bank's commercial banking business line, as 
follows: 

where: 

KcB is the relevant capital requirement in respect of the 
commercial banking business line 

he is the relevant beta factor for the commercial banking 
business line, as specified in table 1, in paragraph (i) 
above 

LAcs is the total outstanding amount of specified commercial 
loans and advances, which total amount- 

(aa) shall not be risk weighted; 

(bb) shall be gross of any provision; 

(cc) shall be derived by calculating the relevant 
average amount based on the relevant total 
outstanding amount at the end of each year in the 
three year period preceding the reporting date; 

(dd) shall include the book value of securities held in 
the bank's banking book; 

(ee) shall include the total drawn amount in respect of 
the credit portfolios specified below: 

(i) corporate; 

(ii) sovereign; 

(hi) bank; 

(iv) specialised lending; 

(v) SMEs treated as corporate exposure; 

(vi) purchased corporate receivables; 

m is a constant factor equal to 0.035 

(6) may aggregate the retail and commercial banking business lines and 
apply to the said aggregated amount a beta factor of 15 per cent 
instead of the percentages specified in table 1 in subparagraph (i) 
above; 
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(C) may aggregate the.gross income of the business lines other than the 
retail and corn nercial banking business lines and apply to the said 
aggregated ariount a beta factor of 18 per cent instead of the 
percentages specified in table 1 in subparagraph (i) above; 

(D) shall in the calculation of average amounts comply with the relevant 
requirements 'elating to negative or zero amounts, specified in 
subregulation (7) above. 

(iii) The bank's total cap tal requirement in terms of the standardised approach 
and alternative standardised approach shall be equal to the sum of the 
respective capital requirements calculated in accordance with the relevant 
requirements specified in this paragraph (c). 

(d) Mapping of business lines 

A bank that adopted the standardised approach for the measurement of the 
bank's exposure to operational risk- 

(i) shall have in place, a board approved policy compiled by the senior 
management of the bank for the mapping of the bank's business lines in 
accordance with the relevant requirements specified in this subregulation 
(8); 

(ii) shall in a mutually exclusive and jointly exhaustive manner map all its 
activities into one of the eight business lines specified in table 1 in 
paragraph (c) above provided that- 

(A) the said process to map activities into business lines for purposes of 
this subregulation (8) shall be consistent with the definitions of 
business lines applied by the bank for the calculation of the bank's 
required amount of capital and reserve funds in respect of other 
categories of risk, such as credit risk and market risk; 

(6) any banking cr trading activity of the reporting bank which cannot 
readily be mapped into the business line framework specified in 
table 1, but nhich activity represents an ancillary function to an 
activity specified in table 1, shall be allocated to the business line that 
it supports; 

(C) when the bank maps gross income into one of the eight business 
lines specified in table 1 and the bank is unable to map a particular 
activity into a specific business line, and the activity does not 
represent an ~ncillary function to an activity specified in table 1, as 
envisaged in ~tem (B), the bank shall allocate the said particular 
activity to the business line with the highest capital requirement; 
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(iii) may use its internal pricing method to allocate gross income between the 
business lines specified in table 1, provided that the aggregate amount of 
gross income relating to the eight business lines specified in table 1 shall 
be equal to the relevant aggregate amount of gross income for the 
reporting bank; 

(iv) shall duly document its mapping process, including the relevant definitions 
that were applied in the mapping process, which documentation- 

(A) shall duly motivate any exceptions or overrides that took place during 
the mapping process; 

(B) amongst other things, shall contain business line definitions 
sufficiently clear to allow a third party to replicate the bank's process 
of business line mapping; 

(v) shall have in place a sufficiently robust process to define the mapping of 
any new activities or products; 

(vi) shall ensure that the bank's mapping process to business lines is subject to 
adequate internal controls and appropriate internal audit coverage, 
including independent review. 

( 9 )  Advanced measurement approach 

(a) A bank that wishes to adopt the advanced measurement approach for the 
calculation of the bank's capital requirement relating to operational risk in terms 
of the bank's internal risk measurement system- 

(i) shall obtain the prior written approval of the Registrar; 

(ii) shall at all times adhere to such conditions as may be specified in writing 
by the Registrar, which conditions may include a period of initial monitoring 
by the Registrar before the bank is allowed to adopt the said approach for 
the calculation of its capital requirement in respect of operational risk; 

(iii) as a minimum, shall comply with the qualifying criteria specified in 
paragraph (d) below; 

(iv) shall calculate its capital requirement relating to operational risk in 
accordance with the relevant provisions of paragraphs (e) and (f) below. 

(b) An application for the written approval of the Registrar shall be accompanied by 
a written statement containing adequate details in respect of, amongst other 
things, the bank's compliance with the quantitative and qualitative requirements 
specified in paragraph (d) below. 
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(c) When a bank wishes to allply an allocation mechanism in order to determine the 
capital requirements relating to operational risk for the bank's internationally 
active subsidiaries, the bank shall include in its application to the Registrar 
sufficient details, including details relating to the empirical process to calculate 
the capital requirements of the said subsidiaries, in order for the Registrar to 
determine the significance and the risk profile of the said subsidiaries. 

(d) Qualifying criteria 

(i) As a minimum, a bank that wishes to adopt the advanced measurement 
approach for the calxlation of the bank's capital requirement in respect of 
operational risk shall demonstrate to the satisfaction of the Registrar- 

(A) that the bank's board of directors and senior management are 
actively involved in the oversight of the bank's operational risk 
management framework; 

(B) that the bank's operational risk management system is conceptually 
sound and implemented with integrity; 

(C) that the hank has sufficient resources for the use of the approach in 
the bank's major business lines, and in the bank's control and audit 
units; 

(D) that the bank's internal measurement system is able to reasonably 
estimate unexl~ected losses based on the combined use of- 

(i) internal loss data; 

(ii) relevant ,~,xternal loss data; 

(iii) scenario analysis; 

(iv) the bank's internal control factors and the business 
environrr~ent in which the bank operates; 

(E) that the bank's measurement system is capable of supporting the 
allocation of economic capital for operational risk across business 
lines in such a manner that incentives are created to improve the risk 
management capabilities in each relevant business line; 

(F) that the bank (:omplies with the qualitative and quantitative standards 
specified below. 

(ii) Qualitative standard.; 

A bank that wishes ;o adopt the advanced measurement approach for the 
calculation of the bank's capital requirement relating to operational risk 
shall comply with the qualitative requirements specified in regulation 
39(15). 
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(iii) Quantitative standards 

As a minimum, a bank that wishes to adopt the advanced measurement 
approach for the calculation of the bank's capital requirement relating to 
operational risk- 

(A) shall have in place a duly documented and robust approach for the 
measurement of the bank's exposure to operational risk, which 
approach, amongst other things, shall ensure that the bank has in 
place rigorous procedures for the development of a robust 
operational risk model; 

(6) shall have in place a robust operational risk measurement system, 
which operational risk measurement system- 

(i) shall be consistent with the scope of operational risk, as 
defined in regulation 65; 

(ii) shall be consistent with the loss event types specified in 
subparagraph (iv) below; 

(iii) shall duly capture potentially severe 'tail' loss events; 

(iv) shall be subject to independent validation; 

(v) shall be sufficiently granular to capture the major drivers of 
operational risk, which drivers may affect the shape of the tail of 
the bank's estimates of loss; 

(vi) shall not double count the effects of correlation or risk 
mitigation; 

(vii ) shall comply with the minimum requirements relating to- 

(aa) internal data specified in subparagraph (v) below; 

(bb) relevant external data specified in subparagraph (vi) 
below; 

(cc) scenario analysis specified in subparagraph (vii) below; 

(dd) internal control systems and the factors reflecting the 
business environment in which t h e  bank conducts 
business, specified in subparagraph (viii) below; 
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Category relating to 
event type 
(Level 1) 

Execution, delivery and 
process management 

Definition 

Losses rrom ra~iea transaction 
processing or process management, 

'rom relations with trade counterpartiet 
and vendors 

Category relating to 
activity 

(Level 2) 

I Delivery failure 
Collateral management failure 

Examples of activities include: 
(Level 3) 

Miscommunication 
Data entry, maintenance or loading error 

Missed deadline or responsibility 

capture* 
and maintenance 

Model I system failure 
Accounting error I entity attribution error 

Other task malfunctioning 

I i;&ie;,s~ d a : ~  na in : xxcc  

Monitoring and reporting 

Customer intake and 
documentation 

Customer I client account 
management 

Trade counterparties 

Vendors and suppliers 

Failed mandatory reporting obligation 
Inaccurate external report (loss incurred) 
Client ~ermissions I disclaimers m~ssing 
~e~al'documents missing I incomplete 
Unapproved access given to accounts 
Incorrect client records (loss incurred) 

Negligent loss or damage of client assets 
Non-client counterparty misperformance 
Misc. non-client counterparty disputes 

Outsourcing 
Vendor disputes 
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(v) Internal data 

As a minimum- 

(A) a bank shall duly capture internal loss data- 

(i) in order for the bank, amongst other things, to validate or compare 
its risk estimates with the bank's actual experience of loss; 

(ii) which loss data shall clearly be linked to the bank's business 
activities, technological processes and risk management 
procedures; 

(6) a bank's internal processes relating to the collection of loss data- 

(i) shall be adequate to map the bank's historical internal loss data 
into the relevant level 1 categories specified in subparagraph (iv) 
above, which level 1 categories relate to loss event types; 

(ii) shall be duly documented, which documentation, amongst other 
things- 

(aa) shall include objective criteria for the allocation of losses to 
the relevant business lines specified in table 1, in 
subregulation (8)(c)(i), and the specified loss event types; 

(bb) shall duly specify the relevant criteria to be applied when 
assigning loss data arising from an event in a centralised 
function, such as an information technology department, or 
an activity that spans more than one business line, as well as 
from related events over time; 

(iii) shall be sufficiently robust- 

(aa) to ensure that the bank's internal loss data is comprehensive 
in the sense that the bank's internal process captures all 
material activities and exposures from all appropriate sub- 
systems and geographic locations; 

(bb) to capture adequate information in respect of- 

(i) the gross loss amounts; 

(ii) the date of the loss event; 
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(iii) any recovery of gross loss amounts; 

(iv) descriptive information relating to the drivers or causes 
of the loss event; 

(iv) shall inclide an appropriate de minimis gross loss threshold 
amount for the collection of internal loss data provided that in order 
to ensure broadly consistent data collection between banks that 
adopted ttre advanced measurement approach for the calculation 
of their respective capital requirements relating to operational risk 
the Regist-ar may from time to time specify a minimum gross loss 
threshold amount; 

(C) a bank shall hilve in place duly documented procedures in order to 
assess the ongoing relevance of historical data, which documented 
procedures shatl duly specify the situations in which judgement, scaling 
or other adjustments to internal loss data may be used, including the 
extent to which such judgement may be used and the officials who are 
authorised to make such decisions; 

(D) when a bank's capital requirement in respect of operational risk is based 
on internal loss data, the said capital requirement shall be based on a 
minimum observation period of- 

(i) five years of data; or 

(ii) when the bank originally adopts the advanced measurement 
approach subject to such conditions as may be specified in writing 
by the Registrar, a minimum observation period of less than five 
years of data, but in no case less than three years of data, 

irrespective whether the internal loss data is used to calculate or validate 
the bank's measure of loss. 

(vi) External data 

As a minimum- 

(A) a bank shall hsve in place board approved policies and procedures in 
order to determine- 

(i) the circunistances under which external data such as public data 
and/or pooled industry data should be used in addition to internal 
data; 
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(ii) the methodologies that should be used in order to incorporate the 
relevant external data, such as scaling or qualitative adjustments, 

provided that the bank's operational risk measurement system shall 
incorporate relevant external data when there is reason to believe that 
the bank is exposed to infrequent, yet potentially severe, losses. 

(B) the external data referred to in item (A) above shall include information in 
respect of- 

(i) the actual loss amounts; 

(ii) the scale of business operations where the loss event occurred; 

(iii) the causes of and circumstances surrounding the loss event; 

(iv) any other information that would assist the bank in assessing the 
relevance of the loss event andlor data; 

(C) a bank's policies and procedures relating to the use of external data shall 
be subject to regular independent review and appropriate internal audit 
coverage. 

(vii) Scenario analysis 

As a minimum, a bank- 

(A) shall use scenario analysis in conjunction with external data in order to 
evaluate- 

(i) the bank's exposure to high-severity events; 

(ii) the impact of deviations from the correlation assumptions 
embedded in the bank's operational risk measurement framework; 

(iii) potential losses which may arise from multiple simultaneous 
operational risk loss events; 

(B) shall have adequately skilled staff- 

(i) to conduct the scenario analysis; 

(ii) to derive reasoned assessments of plausible severe losses; 
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(Mi) 

(e) The 

(C) shall over time, in order to ensure the reasonableness of its risk 
measures and assessments, validate and re-assess the said 
assessments of plausible severe losses generated through scenario 
analysis through comparison to actual loss experience. 

Business environment and internal control factors 

As a minimum- 

(A) a bank's operat onal risk assessment methodology shall be sufficiently 
robust to capture key business environment and internal control factors 
that may have an impact on the bank's operational risk profile, which 
factors- 

(i) shall be a meaningful driver of risk based on the experience and 
involving tile expert judgment of the affected business areas; 

(ii) as far as possible, shall be translatable into quantitative measures 
that lend themselves to verification; 

(B) a bank's estim;jtes in respect of operational risk shall be sufficiently 
sensitive to changes in the factors referred to in item (A) above; 

(C) the relative weightings of the various factors referred to in item (A) above 
shall be appropriate, that is, the bank's risk framework shall be able to 
capture potential increases in risk due to greater complexity of activities 
or increased business volume, or changes in risk due to improvements in 
risk controls: 

(D) a bank's operatimat risk framework and each instance of its application- 

(i) shall be duly documented and subject to independent review; 

(ii) shall be validated through comparison to actual internal loss 
experience and relevant external data. 

capital requirement of a bank that adopted the advanced measurement 
approach for the measurement of the bank's exposure to operational risk- 

(i) shall be equal to tne sum of the bank's expected loss amounts and 
unexpected loss amo~rnts, unless the bank can demonstrate to the satisfaction 
of the Registrar that the bank duly measures and accounts for expected 
losses; 
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(ii) shall be equal to the aggregate amount of the bank's risk measures for the 
different operational risk estimates provided that, subject to the prior written 
approval of and such conditions as may be specified in writing by the 
Registrar, the bank may use internally determined correlations in respect of 
operational risk losses across individual operational risk estimates, provided 
that- 

(A) the bank's systems- 

(i) shall duly take into account uncertainty in respect of correlation 
estimates; 

(ii) shall be subject to sufficiently robust stress testing. 

(B) the bank shall validate its correlation assumptions by making use of 
appropriate quantitative and qualitative techniques. 

(iii) shall be the amount after the bank has taken into account the effect of eligible 
risk mitigation, that is, in order to take into account the effect of risk mitigation 
in respect of operational risk the bank shall comply with the relevant 
requirements relating to risk mitigation specified in paragraph (f) below. 

(f) Eligible risk mitigation 

A bank that adopted the advanced measurement approach for the calculation of the 
bank's capital requirement relating to operational risk may recognise the risk 
mitigating impact of insurance provided that- 

(i) the insurance provider- 

(A) shall have a minimum rating of A, or the equivalent thereof, in respect of 
its ability to pay claims; 

(6) shall be independent from the reporting bank, that is, a third party entity 
or institution, provided that when a bank obtains insurance through 
captives or affiliates the bank shall lay off its risk exposure to an 
independent third-party entity or institution, for example, through re- 
insurance, provided that the entity or institution that provides the re- 
insurance shall comply with the eligibility criteria specified in this 
paragraph (f); 
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(ii) the insurance policy- 

(A) shall have an initial term of no less than one year, provided that when an 
insurance policy has a residual term of less than one year the bank shall 
make provision "or appropriate haircuts that reflect the declining residual 
term of the policy, which haircut shall be equal to 100 per cent in respect 
of policies with 2 residual term of 90 days or less; 

(6) shall have a minimum notice period for cancellation of 90 days; 

(C) shall not contain any exclusions or limitations triggered by supervisory 
actions or, in th13 case of a failed bank, that preclude the bank, receiver 
or liquidator from recovering for damages suffered or expenses incurred 
by the bank, except when an event occurs after the initiation of 
receivership or iquidation proceedings in respect of the bank, provided 
that the insura ice policy may exclude any fine, penalty or punitive 
damages resultirlg from supervisory actions. 

(iii) the bank's calculation; relating to risk mitigation- 

(A) shall duly reflect the bank's insurance coverage; 

(6) shall be consistsnt with the actual likelihood and impact of loss used in 
the bank's overall determination of its operational risk capital; 

(iv) the bank's framewcrk for the recognition of insurance shall be duly 
documented; 

(v) the bank shall adequately disclose its use of insurance for operational risk 
mitigation purposes; 

(vi) by way of appropriatt: discounts or haircuts, the bank's methodology for the 
recognition of insuran -R shall duly capture- 

(A) the insurance policy's cancellation terms and residual term; 

(B) any uncertainty sf payment; 

(C) any mismatches in protection; 

(vii) the bank's recognition of operational risk mitigation through insurance shall be 
limited to 20 per cerrt of the bank's total capital requirement in respect of 
operational risk, calcuiated in terms of the advanced measurement approach. 
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(10) Instructions relating to the completion of the return are furnished with reference to certain 
item descriptions and line item numbers appearing on the form BA 400, as follows: 

Line item 
number 

8 

11 

12 to 20 

21 to 25 

26 and 
29 to 37 

28 

Adjusted prior period errors 

In respect of any relevant item affecting gross income, this item shall reflect the 
aggregate amount of errors, omissions or misstatement of amounts in respect of a 
reporting period preceding the current reporting period. 

Based on the relevant requirements specified in subregulation (7) the reporting bank 
shall calculate its relevant required amount of capital and reserve funds in terms of 
the basic indicator approach. 

Based on the relevant requirements specified in subregulation (8) the reporting bank 
shall calculate its relevant required amount of capital and reserve funds in terms of 
the standardised approach. 

Based on the relevant requirements specified in subregulation (8)(c)(ii) the reporting 
bank shall calculate its relevant required amount of capital and reserve funds in 
terms of the alternative standardised approach. 

Based on the relevant requirements specified in subregulation (9) the reporting bank 
shall, amongst other things, calculate its relevant required amount of capital and 
reserve funds in terms of the advanced measurement approach. 

A bank shall convert its required amount of capital and reserve funds for operational 
risk reported in item 27 to the required risk weighted asset equivalent amount 
through the application of the formula specified below. 

RWE = K x 12,5 

where: 

RWE is the required risk weighted asset equivalent amount 

K is the required amount of capital and reserve funds for operational risk 
reported in item 27. 

Columns relating to items 11 to 25 

7 Based on the relevant requirements specified in subregulations (7) and (8), this 
column 7 shall reflect the relevant risk exposure amount. 



OPERATIONAL RISK 
(Confidential and not available for inspection by the public) 
Name of bank .......................................... 
Financial year ended ................................... ( y~y -mmdd)  

EM10 
Annually 

Advanced measurement approact 

Selected information relating to 
loss events 

Corporate finance 
Number of events2 
Gross loss amount3 
Total recoveries4 

Current financial vear 
Prior finanual ears 

Net loss amoun? 
Mammum single loss6 

Trading and sales 
Number of events2 
Gross loss amount3 
Total recoveries4 

Current financial year 
Prior financial ears 

Net loss amount Y 
Maximum single bss6 

Retail brokerage 
Number of events2 
Gross loss amount3 
Total recoveriesd 

Current financial year 
Prior financial ears 

~ e t  loss arnoun? 
Maximum single loss6 

Commercial banking 
Number of eventsZ 
Gross loss amount3 
Total recoveries4 

Current financial year 
Prior financial ears 

Net loss amount Y 
Maximum single loss6 

(All amounts to be rounded off to the nearest R'000) 
7 I Memorandum: 

threshold applied i.r.0 1 
data collection' 1 
7 7  

I 
Lowest i Highest 1 



(All amounts to be rounded off to the nearest R'000) 
I I I I Memorandum: ! 

Advanced measurement approach 

Selected information relating to 
loss events 

Retail bankin 
Number o?eventsz 
Gross loss amount3 
Total recoveries4 

Current financial year 
Prior financial years 

Net loss amount 
Maximum single loss6 

Payment and sett lempt 
Number of events 
Gross loss amount3 
Total recoveries4 

Current financial year 
Prior financial years 

Net loss amount 
Maximum single loss6 

Agency services 
Number of events2 
Gross loss amount3 
Total recoveries4 

Current financial year 
Prior financial years 

Net loss amount 
Maximum single loss6 

Asset management 
Number of eventsZ 
Gross loss amount3 
Total recoveries4 

Current financial year 
Prior financial years 

Net loss amount 
Maximum single loss6 

Total 1.r.o event type? 
Number of events 
~ r o s s  loss amount3 
Total recoveries4 

Current financial year 
Prior financial years 

Net loss amount 
~ax imum single loss6 

1. Means the relevant gross loss thnsha 

Event type 1 ! Loss I threshold applied 
I Total I event as I i.r.0 data collection' I 

L7-- - 
h e  Employment Client, Business Execution, (of 1 - ?a 0i- r--r-l i no. / Internal I ~x te rna l  ~ract ices and products and / Damage dlwuptlon delivev and to 7, 1 ijCl:e ,  LOW^" / H ighs t  

I fraud I fraud workplace business ph-!!t!l and system 1 process 1 
I / safety / practices / I failures [ management I I I 

1 / 2 1  3 I 4 I 5 6 I 7 1 8 / 9 j l O ; l I  
I I I I I 

amount apecmed by the bank for data collection. 
- 

11d 
2. Means the total number of occurrences ofthe paficular event during the relevant financial year. 
3. Means the total lcss amount before any recoveries are taken Into conslderauon. 
4. Include an amount recovered in terms of insurance. 
5. Means gross loss amount less total recoveries In the current financial year. 
6. Means the largest individual gross loas amount incurred during the relevant Rnanclal year. 
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34. Operational risk - Directives and interpretations for completion of annual return 
concerning operational risk (Form BA 410) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return is to obtain from a bank that adopted the advanced 
measurement approach for the calculation of its required amount of capital and reserve funds in 
respect of operational risk selected information in respect of, amongst other things, the bank's 
loss event types, recorded losses and recovery of loss, which information is based on specified 
business lines and specified loss event types. 

(3) Instructions relating to the completion of the return are furnished with reference to certain 
item descriptions and line item numbers appearing on the form BA 410, as follows: 

Line item 
number 

1 to 75 Based on the relevant requirements specified in regulation 33(9) a bank that 
adopted the advanced measurement approach for the calculation of the bank's 
required amount of capital and reserve funds relating to operational risk shall 
complete items 1 to 75. 

2, 9, 16, 23, 30, The gross loss amount shall include any expenses incurred by the reporting 
37, 44, 51, 58 bank in relation to the loss event but not any amount in respect of an 

investment programme, an opportunity cost amount, an amount relating to 
revenue forgone or any amount constituting a gain. For example, when a 
computer related fault results in a break in business activity and market rates 
move against the bank during the period that the fault continues the gross loss 
amount shall include any loss arising from a subsequent unwinding of the 
position, any related amount paid to a client, any cost relating to a consultant 
specifically engaged to resolve the problem and any related amount paid in 
respect of overtime. However, when the bank decides to invest in hardware in 
order to prevent a similar situation, the amount in respect of the said 
investment in hardware shall not be included into the gross loss amount. 

4, 11, 18,25, 32 These items shall reflect the aggregate amount of insurance recoveries and any 
39, 46, 53, 60 other relevant recoveries received by the reporting bank in the current financial 

year. 

In order to ensure an accurate measure of recovery rates the reporting bank 
shall not net off an amount related to a recovery against the relevant gross loss 
amount but shall instead separately capture the said recovery amount. 
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For the purposes of this regulation 34 a recovery means an independent 
occurrence that is separate from the original event and in terms of which funds 
are recovered by or contributed to the reporting bank, which funds are usually 
received from or by a third party. 

When the recovery in respect of an event exceeds the amount initially written 
off, a gain would be derived in respect of the reported event. 

5, 12, 19, 26, 33 These items shall reflect the aggregate amount of insurance recoveries and any 
40, 47, 54, 61 other relevant recoveies received by the reporting bank in the current financial 

year in respect of losses recorded in previous financial years. 

Columns relating to items 1 to 63 

In respect of the sp~cified items a bank shall report in column 9 the relevant 
amount reported in column 8 expressed as a percentage of gross income, as 
defined in regulation 33(7)(b), derived during the preceding financial year for 
the relevant business line, which percentage shall be rounded to two decimal 
places. 

10 and 11 A bank shall report in column 10 the relevant de minimis gross loss threshold 
amount specified b), the bank for the collection of internal loss data, as 
envisaged in regulation 33(9)(d)(v)(R)(iv), which de minimis gross loss 
threshold amount shall be subject to the minimum amount that may be 
specified by the Registrar from time to time in order to ensure broadly 
consistent data co:lection between banks that adopted the advanced 
measurement apprc)ach for the calculation of their respective capital 
requirements relating to operational risk, provided that when the bank specified 
different threshold amounts within a specified business line the bank shall 
report in column 11 the highest threshold amount specified in respect of the 
relevant business line. 

Columns relating to items 64 to 75 

1 to 21 In respect of the spezific recorded loss event identified in column 1, which loss 
event was incurred in the financial year to which the reporting period relates, and 
in respect of which oss event the recorded gross loss amount exceeds the 
relevant threshold amount specified by the bank or Registrar, a bank shall report 
in columns 2 to 21 the relevant required information. 
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This column shall reflect the aggregate amount of gross loss arising from the loss 
event types specified in regulation 33(9)(d)(iv), that is, from internal fraud, 
external fraud, employment practices and workplace safety, clients and 
products and business practices, damage to physical assets, business 
disruption and system failure, and execution, delivery and process 
management. 

5 and 6 These columns shall respectively reflect the aggregate amounts in respect of 
losses recovered from insurance or other third parties, which recovery may be 
direct or indirect. 

An indirect recovery relates to a recovery paid for in advance, such as a 
recovery of loss through an insurance contract, whereas a direct recovery 
relates to a recovery of loss that is obtained without the aforesaid payment in 
advance. 

Normally the respective categories of recovery focus on where or how the 
relevant funds were obtained, and, for example, may include- 

asset seizure1 collateral, that is, the proceeds are derived from the 
liquidation of assets or collateral; 

contractual recovery, that is, payment is received from a third party 
service provider or vendor in terms of a contractual agreement or 
arrangement; 

client recovery, that is, payment is received from a client or employee; 

interest earned, that is, interest is earned on failed settlement or another 
operational event that results in a subsequent liability of a client or other 
third party; 

legal judgement, that is, payment is received in terms of a court order or 
judgement in favour of the reporting bank; 

insurance recovery, that is, payment is received in terms of an insurance 
policy, including any recovery of an amount from an insurance subsidiary 
or captive insurance entity. 

This column shall reflect the relevant event date, that is, the date on which the 
relevant loss event occurred or commenced. 
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This column shall reflect the relevant date on which the bank first received 
payment as compensation for the relevant loss event, which payment may have 
been received from an insurance company. 

11 This column shall reflect the most recent date on which the bank received 
payment as compensation for the relevant loss event, which payment may have 
been received from an insurance company. 

12 to 19 In respect of the soecified business lines these columns shall reflect the 
percentage breakdown of the relevant incurred gross loss amount reported in 
column 3. 

For the purposes of these Regulations an event shall be deemed to have ended 
or be closed when all avenues of recovery have been exhausted and/or when the 
relevant reporting bank decides not to further ensue recovery. 
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542 

SECURlTlSATlON SCHEMES 

Pane no. 

1. Form BA 500 - Securitisation schemes ..................................................... 543 

2. Regulation 35 - Directives and interpretations for completion of the 
monthly return concerning securitisation schemes 

....................................................................... (Form BA 500). -552 



SECURlTlSATlON EXPOSURES 
(Confidential and not available for inspection by the public) 

BA 500 
Monthly 

.......................................... Name of bank 
Month ended .................................. (w-mm-dd)  

(All amounts to be r o u n e f f  to the nearest R'000) 

Summary of selected information 
Risk weighted assets and supervisory deductions 

Total (of items 2 and 3) 
Standardised approach 
Internal ratings-based approach - 

Summary of selected information 
Turnover actlvity i.r.0 new securitisations during 
the reporting month 

Primary role (total of items 5 and 8 to 11) 
As originator (total of items 6 and 7) 

Traditional securitisation 
Synthetic securitisarion 

Deemed originator, including conduits 
Repackager 
Sponsor 
Remote originator 

Secondary role (total of items 13 to 17) 
Investor I purchaser 

Undelwriter 
Credit enhancer 
Liquidity provider 
Servicing agent 

Memorandum item: 
Profit or loss recognised on sale of securitised assets 

' 
Supervisory deductions against ' I Risk weighted Primary capital I Secondary / !l.le I assets 

IIU. 
and reserve capital and 

funds I reserve funds 1 

Retail: 
other 

6 

- 

(All amounts to be rounded off to the nearest R'000) 

Line 
no. 
- 

4 
5 
6 
7 
8 
9 
10 
11 

12 
13 
14 
15 

Corporate 
receivables 

1 

Retai!: instalment 
sales and leasing 

5 

Retail: 
mortgages 

3 

SME 
receivables 

2 

- 

Retail: 
revolving products 

4 

- 



Summary of selected information 
Securitisation exposure and balances at month-end 

On-balance-sheet instruments (total of items 20 and 26) 
Exposures included in item 31 or 53 of form BA 100 (total of items 21 and 22) 

Retained exposures relating to a traditional securitisation scheme 
Investment in third party assets (total of items 23 to 25) 

Exposures resulting from repackaging activities 
Exposures resulting from remote originator activities 
Other exposures regarded as securitisation exposures 

Exposures not ~ncluded in item 31 or 53 of form BA 100 (total of items 27 and 28: 
Traditional securitisation 
Synthetic securitisation 

Off-balance-sheet instruments (total of items 30 to 33) 
Undenvriting exposures 
Credit enhancement 
Liquidity facilities 
Other 

Other items (total of items 35 and 36) 
Deemed originator balances: ABCP programmes 
Servicing agent nominal balances 

(All amounts to be rounded off to the nearest R'000) 
I Retail: i 

.ine 
Corporate SME instalrnent Retail: 

Retail: 
Retail: revolving sales and other Total 

receivables receivables mortgages 
products no. leasing 

1 2 3 4 5 6 7 
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(F) publishes timely, reliable and sufficiently detailed information in 
respect of- 

(i) any concentration risk, including the bank or controlling 
company's approach to the management of concentration risk; 

(ii) any intragroup transactions or exposure, including the bank or 
controlling company's approach to the management of 
intragroup transactions or exposure; 

(G) complies with any prescribed disclosure requirements. 

(ii) all relevant policies, processes and procedures are subject to regular and 
robust processes of independent review; 

(c) shall ensure an appropriate segregation of duties, that is, an entity or person 
responsible for the origination of a transaction or position, for example, shall not 
be responsible for the subsequent evaluation and performance measurement of 
the said transaction or position; 

(d) shall promote the principles of an integrated approach to risk management, that 
is, as a minimum, the said policies, processes and procedures- 

(i) shall create an awareness of and accountability for the risks incurred in the 
banking group to which the bank or controlling company belongs; 

(ii) shall ensure appropriate oversight by the board of directors and senior 
management of the relevant bank or controlling company; 

(iii) shall promote the development of- 

(A) standardised definitions relating to material risk exposure; 

(B) appropriate risk reports for use by the board of directors and senior 
management of the bank or controlling company; 

(C) adequate integrated risk systems that promotes an appropriate 
balance between- 

(i) any potential benefits derived from diversification; and 

(ii) any correlation between risk factors; 
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607 

(iv) shall ensure that- 

(A) an appropriate set of common risk factors is specified within the 
banking group; 

(6) appropriate risk management committees or structures are 
established; 

(v) shall ensure the apprc priate assessment of- 

(A) any potential losses associated with the bank or controlling company's 
various risk expc rsures; 

(6) any potential rislc concentration, 

(vi) shall duly capture all relevant matters relating to the bank or controlling 
company's cross-borler electronic business such as internet banking, 
including- 

requirements tr, conduct appropriate due diligence and risk 
assessments prior to the bank or controlling company engaging in 
cross-border ek ctronic business; 

appropriate corsultation and information sharing with all relevant 
regulatory and supervisory authorities; 

a requirement to obtain all relevact regulatory or supervisory 
approval; 

matters relating to legal requirements such as- 

(i) legal jurisdiction; 

(ii) choice of law; 

(iii) consumer protection; 

(iv) disclosure requirements; 

(v) reporting r equirements; 

matters relating to strategic risk, reputational risk or operational risk; 
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(e) shall ensure- 

(i) proper oversight by the management and board of directors of the relevant 
bank or controlling company of any foreign operation, including any foreign 
branch of a bank, joint venture or subsidiary; 

(ii) that the senior management and board of directors of any foreign operation 
adhere to all relevant fit and proper standards issued from time to time. 

(1 8) Matters specifically related to solo consolidation 

Solo consolidation- 

(a) may be allowed by the Registrar only in exceptional cases; 

(b) is deemed to serve as a substitute for solo or unconsolidated reporting, and as 
such no bank shall apply solo consolidation in respect of any subsidiary unless 
specific approval was obtained from the Registrar to apply such solo 
consolidation; 

(c) aims to include in the required information only those subsidiaries- 

(i) which are so closely related to the activities of the relevant reporting bank 
that the subsidiaries may in substance be deemed equivalent to operating 
divisions of the relevant bank; 

(ii) in respect of which- 

(A) the interest of the bank is no less than 75 per cent, that is, the bank 
has control over the relevant subsidiary and is in a position to pass a 
special resolution when necessary; 

(0) the bank has the right to appoint or remove a majority of the members 
of the board of directors of the relevant subsidiary; 

(C) the management of the subsidiary is subject to the effective direction 
of the bank; 

(D) robust internal controls are in place in order to ensure that the 
subsidiary's business is conducted in a prudent manner; 

(E) no legal or other restrictions exist that may prevent surplus capital 
from being paid to the parent bank; 

(F) the incurred risks mainly relate to the parent bank; 
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(iii) that are mainly funded by the bank, that is, there are little or no competing 
claims from other creditors, or other liabilities can easily be repaid from the 
proceeds of assets htdd by the bank; 

(d) shall in the case of a bank I hat adopted- 

(i) the internal ratings4 ased approach for the measurement of the bank's 
exposure to credit risl;; 

(ii) the internal models approach for the measurement of the bank's exposure 
to market risk; or 

(iii) the advanced meas~rement approach for the measurement of the bank's 
exposure to operational risk, 

be applied only in respect of subsidiaries that are subject to and included in the 
results of the relevant appr~~ach or model adopted by the relevant reporting bank; 

(e) shall not be applied in respsct of banks within a banking group, that is, in no case 
shall a bank be solo con~ol~dated with any other bank. 

(19) Instructions .relating to the cam3letion of the return are furnished with reference to 
certain item descriptions and line item lumbers appearing on the form BA 600, as follows: 

Line item 
number 

This item shall reflect the -elevant amount of risk-weighted exposure relating to 
any surplus capital approvc?d by the Registrar in respect of any insurance entity, 
that is, the relevant amour~t of risk weighted exposure relating to the difference 
between the amount invested in an insurance entity and the said insurance 
entity's required amount of capital and reserve funds, which surplus amount shall 
be risk weighted in accordan.= with the relevant requirements relating to equity 
investments. 

This item shall reflect any 2 dditional required amount of capital and reserve funds 
specified by the Registrar i 7  accordance with the relevant requirements specified 
in regulation 38(4), incluc~ing any additional required amount of capital and 
reserve funds in respect of concentrativn risk. 

This item shall reflect the r~devant amount of surplus capital as envisaged in item 
2 above, which amount has been approved by the Registrar in accordance with 
the relevant provisions spe1:ified in subregulation (10)(d) above. 
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This item shall reflect any approved adjustment made to the consolidated 
qualifying amount of capital and reserve funds of the relevant reporting bank or 
controlling company provided that when requested by the Registrar the said bank 
or controlling company shall in writing submit to the Registrar an analysis of the 
said amount. 

These items shall indicate whether or not the relevant reporting bank or 
controlling company complies with the relevant prescribed ratio, prudential 
requirement or reporting requirement specified in these Regulations. 

These items shall reflect the relevant required information relating to any majority 
owned or controlled financial entity or financial entity in respect of which the 
reporting bank or controlling company holds a significant minority interest, which 
majority owned or controlled financial entity or financial entity in respect of which 
the reporting bank or controlling company holds a significant minority interest is 
either fully consolidated, consolidated on a pro-rata basis or otherwise 
aggregated in order to, amongst other things, determine the said reporting bank 
or controlling company's required amount of capital and reserve funds. 

Irrespective of their significance, this item shall reflect the relevant required 
aggregate amounts relating to all relevant registered banks included in the 
relevant reporting group, the required details of which banks- 

(a) unless otherwise directed in writing by the Registrar or specified in this 
regulation 36 shall be based on the relevant required information submitted 
by the relevant bank to its relevant supervisor; 

(b) shall separately be shown in the space provided below line item 19. 

This item shall reflect the relevant required aggregate amounts relating to all 
eliminations made in respect of intra-group balances held between banks 
reported in item 19, that is, item 20 shall not include any intra-group balance 
other than an intra-group balance relating to a bank included in item 19, which 
intra-group eliminations- 

(a) shall include- 

(i) any relevant amount added back in respect of an intra-group 
impairment; 

(ii) any relevant amount relating to any issued instrument qualifying as 
capital and reserve funds of any other bank in the relevant reporting 
banking group; 
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(iii) any relevant arrlount relating to nonqualifying capital and reserve 
funds; 

(iv) any relevant arrount relating to a prescribed deduction against capital 
and reserve fun Is; 

(b) shall not include any mount relating to a minority interest approved by the 
Registrar to qualify as capital and reserve funds of the relevant 
consolidated group, 

provided that the relevant reporting bank or controlling company shall include any 
intra-group balances relating to entities other than banks in item 28 below. 

21 This item, amongst other tliings, shall reflect the net amount of qualifying capital 
and reserve funds relating to all registered banks within the relevant reporting 
banking group. 

22 This item shall reflect the relevant required aggregate amounts relating to all 
registered bank controllin] companies within the relevant reporting banking 
group, the relevant req~ired details of which controlling companies shall 
separately be shown in the space provided below line item 22. 

23 This item shall reflect the relevant required aggregate amounts relating to all 
significant financial entities within the relevant reporting banking group, other than 
any amount relating to a bank or controlling company, the relevant required 
details of which significant financial entities shall separately be shown in the 
space provided below line i :em 23, which significant financial entities- 

(a) shall include- 

(i) any relevant sis nificant entity conducting securities trading activities; 

(ii) any relevant significant joint venture; 

(b) shall exclude any in:;urance entity the required details of which shall be 
reported in item 25, 

provided that the relevant reporting bank or controlling company shall include the 
relevant required aggregale amounts relating to non-significant entities in item 
27. 

24 This item shall reflect the relevant required aggregate amounts relating to all 
significant commercial entities within the relevant reporting banking group, the 
required details of which c:ommercial entities shall separately be shown in the 
space provided below line i em 24. 
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25 In order to facilitate a reconciliation to the consolidated forms BA 100 and BA 120 
of total assets, total net income after taxation and total shareholders funds, this 
item shall reflect the relevant required aggregate amounts relating to all 
significant insurance entities, the required details of which insurance entities shall 
separately be shown in the space provided below line item 25. 

This item shall reflect the relevant required aggregate amounts relating to all 
special-purpose institutions involved in securitisation schemes, the relevant 
financial information of which special-purpose institutions, in terms of Financial 
Reporting Standards issued from time to time, is required to be consolidated into 
the financial information of the relevant reporting group provided that the relevant 
reporting bank or controlling company shall separately report the relevant 
required information relating to the said special-purpose institutions in the space 
provided below line item 26. 

This item shall reflect the relevant required aggregate amounts relating to all non- 
significant entities included in the group financial statements of the relevant 
reporting bank or controlling company, as the case may be, that is, the aggregate 
amount relating to all entities included in the group financial statements of the 
relevant reporting bank or controlling company, other than amounts already 
included in items 19 to 26, shall be reported in this item 27, including any amount 
relating to any non-significant insurance or commercial entity. 

This item shall reflect the relevant required aggregate amounts relating to all 
eliminations made in respect of intra-group balances, other than intra-group 
balances reported in item 20, including in the case of a non-bank any relevant 
amount relating to- 

(a) any qualifying capital and reserve funds; 

(b) prescribed deductions against capital and reserve funds; or 

(c) non-qualifying capital and reserve funds. 

This item shall reflect- 

(a) in column 13 the relevant equivalent amount of risk weighted exposure 
relating to any additional required amount of capital and reserve funds in 
respect of a group large exposure reported in items 39 to 45; 

(b) in columns 18 to 21- 

( i )  any reduction in the consolidated qualifying amount of capital and 
reserve funds related to goodwill included in the consolidated 
accounts of the relevant reporting bank or controlling company; and 
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(ii) any differencss between any relevant reporting requirements 
specified in tt~ese Regulations and in Financial Reporting Standards 
issued from ti~ne to time. 

provided that at tht! written request of the Registrar the reporting bank or 
controlling compan /, as the case may be, shall submit in writing to the 
Registrar a detaikd breakdown of the respective items and amounts 
included in this iterr 30. 

Column number relating to 
items 19 to 31 

1 Based on the relevant kels specified in footnotes 1 and 2 of the form BA 600, this 
column shall indicate- 

(a) whether the apprcach adopted by a relevant host supervisor or other 
supervisor for the salculation of the minimum required amount of capital 
and reserve funds for example, is based on the relevant requirements 
specified in the 191M Capital Accord or the Revised Framework for capital 
measurement and capital standards originally issued by the Base1 
Committee in July 1988 and June 2004, respectively, as amended from 
time to time; 

(b) whether or not ths rules and regulations of the relevant regulator or 
supervisor are deemed equivalent to the provisions of the Act and the 
Regulations. 

This column shall reflect the actual or effective percentage held in the relevant 
entity by the relevant reporting bank or controlling company, and its associates. 

This column shall reflect the current book value of the investment of the relevant 
bank or controlling company in the relevant entity. 

This column shall reflect the current year-to-date amount of net income after tax 
for the relevant period re ating to the current financial year provided that item 29, 
column 4, shall be equal to item 87, column 8 or 9, as the case may be, of the 
form BA 120. 

This column shall reflect the total assets of the relevant reporting entity provided 
that item 29, column 5, shall be equal to item 54, column 6 or 7, as the case may 
be, of the form BA 100. 
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6 to 11 These columns shall reflect the relevant required amounts of risk weighted 
exposure of the relevant group or entity, calculated in accordance with the 
relevant requirements specified in these Regulations or, in the case of a 
regulated entity in respect of which the aggregation or deduction method is 
applied, subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar, the rules and regulations of the relevant host 
supervisor or other supervisor the rules and regulations of which are deemed by 
the Registrar to be equivalent to the provisions contained in the Act and in these 
Regulations. 

In order to avoid any double counting of risk or required amount of capital and 
reserve funds this column shall reflect the aggregate amount of risk weighted 
exposure between or relating to intra-group entities ultimately required to be 
included in the consolidated required amount of capital and reserve funds of the 
relevant reporting bank or controlling company, as the case may be, that is- 

(a) this column shall reflect the total amount of risk weighted exposure relating 
to credit risk, operational risk, equity risk or other risk, as envisaged in 
columns 6 to 11, in respect of any intra-group exposure between intra- 
group entities ultimately required to be included in the consolidated required 
amount of capital and reserve funds; 

(b) no amount relating to risk weighted intra-group exposure in respect of an 
exposure or entity ultimately excluded from the consolidated required 
amount of capital and reserve funds, such as an insurance entity, shall be 
included in this column 12. 

This column shall reflect the relevant equivalent amount of risk weighted 
exposure relating to any additional required amount of capital and reserve funds 
specified by the Registrar or a relevant host supervisor provided that in addition 
to the aforementioned required amount the reporting bank or controlling 
company, as the case may be, shall report in item 30 any further required amount 
of capital and reserve funds in respect of large exposures, calculated in items 44 
and 45 of the form BA 600. 

This column shall reflect the relevant aggregate amount of shareholders equity 
calculated and disclosed in accordance with the relevant requirements specified 
in Financial Reporting Standards issued from time to time provided that item 29, 
column 15, shall be equal to item 87, column 6 or 7, as the case may be, of the 
form BA 100. 

This column shall reflect the aggregate amount of issued qualifying and non- 
qualifying capital instruments or reserve funds not already included in column 15. 
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17 This column shall reflect the aggregate amount of items included in columns 15 
and 16 not eligible as consolidated qualifying capital and reserve funds in terms 
of the relevant provisions contained in the Act or Regulations, or in relevant cases 
specified in writing by thc Registrar, the rules and regulations of a relevant host 
supervisor, which disqualification from consolidated qualifying capital and reserve 
funds, for example, may relate to a prescribed prudential limit, provided that the 
reporting bank or controlling company, as the case may be, shall eliminate any 
relevant amount relating to intra-group capital instruments not qualifying as 
capital in item 20 and 28 respectively. 

This column shall reflect the aggregate amount of items constituting deductions 
against capital and reserte funds in terms of the provisions of these Regulatiorrs 
or when relevant the rules and regulations of a relevant host supervisor or other 
supervisor, including ar.y specified deduction arising from a shortfall when 
expected loss is compared to an allowance for credit impairment, provided that 
the reporting bank or con trolling company, as the case may be- 

(a) shall as part of the eliminations respectively envisaged in items 20 and 28 
appropriately adjus! any relevant amount relating to a deduction that arises 
from an intra-group investment or exposure; 

(b) shall deduct in ite~n 30, column 18, any relevant goodwill arising from a 
consolidation of act :aunts. 

19 This column shall reflec; the relevant amount of qualifying capital and reserve 
funds of the reporting baiik or controlling company. 

22 In respect of every rele~ant entity this column shall reflect the relevant capital 
adequacy ratio of the sa d entity calculated in accordance with the relevant rules 
and regulations of the relevant supervisor. 

23 In respect of every relevant entity this column shall refiect the relevant minimum 
required capital adequaci ratio prescribed by the relevant supervisor. 

Column number relating to 
items 32 to 38 

1 In respect of the relelfant intra-group entity, this column shall reflect the 
aggregate amount or o s t  of the investment made by the relevant bank or 
controlling company and its related persons in the said intra-group entity. 

2 In respect of the rele~fant intra-group entity, this column shall reflect the 
aggregate gross amoint of all on-balance sheet exposures other than 
investments reported in column 1 of the relevant bank or controlling company and 
its related persons to the said intra-group entity. 
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4 In respect of the relevant intra-group entity, this column shall reflect the 
aggregate gross amount of all off-balance sheet exposures of the relevant bank 
or controlling company and its related persons, calculated in accordance with the 
relevant requirements specified in Financial Reporting Standards issued from 
time to time. 

6 and 7 In order to facilitate an analysis of variances, based on the relevant requirements 
specified above for the completion of columns 1 to 5, these columns shall reflect 
the relevant aggregate gross amount of exposure reported by the relevant bank 
or controlling company in the form BA 600 for the preceding reporting period, that 
is, the relevant aggregate amount reported in column 6 for the current reporting 
period shall be equal to the relevant amount reported in column 3 of the 
preceding reporting period whilst the relevant aggregate amount reported in 
column 7 for the current reporting period shall be equal to the relevant amount 
reported in column 5 of the preceding reporting period. 

10 to 12 In respect of the relevant intra-group entities, these columns shall indicate the 
response of the relevant reporting bank or controlling company to the respective 
questions listed in notes 2a to 2c at the bottom of the section relating to intra- 
group exposure provided that- 

(a) in respect of the said questions the said reporting bank or controlling 
company, as the case may be, shall indicate a response of "yes" with a 
numeric 1 and a response of "no" with a numeric 2; 

(b) at the written request of the Registrar, the relevant reporting bank or 
controlling company shall in writing submit to the Registrar such additional 
information as may be specified in writing by the Registrar. For example, 
when loans or advances are not extended to intra-group entities at arms 
length, the relevant reporting bank or controlling company shall in writing 
submit to the Registrar such additional information relating to such intra- 
group exposure as may be specified in writing by the Registrar. 

Line item 
number 

39 to 41 Based on the relevant requirements specified in section 73 of the Act read with 
the relevant requirements specified in regulations 24(6) to 24(8), these items 
shall reflect any exposure to a person in excess of the percentage of the 
consolidated net amount of qualifying capital and reserve funds specified in the 
said regulations 24(6) to 24(8). 
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43 In order to prevent any double counting of a required amount of capital and 
reserve funds relating to large exposures, this item shall reflect the aggregate 
amount of additional capital and reserve funds already held by individual entities 
in the banking group re1a:ing to a person reported in items 39 to 41 in respect of 
which an additional requ red amount of capital and reserve funds is separately 
calculated in the said iterr s 39 to 41. 

This item shall reflect th? aggregate additional required amount of capital and 
reserve funds to be held by the relevant consolidating bank or controlling 
company, due to a large t!xposure to a person reported in items 39 to 41. 

This item shall reflect tht: relevant eqc~ivalent amount of risk weighted exposure 
relating to the additional required amount of capital and reserve funds for large 
exposures reported in tem 44, which equivalent amount of risk weighted 
exposure shall be the sane amount as the amount reported in item 30, column 
13. 

Column number relatlng to 
items 39 to 44 

2 This column shall reflest the aggregate amount of the reporting bank or 
controlling company's on. balance sheet exposure to a person, other than any on- 
balance sheet exposurf! arising from a derivative instrument or repo-style 
transaction, which on-bzlance sheet exposure amount shall be gross of any 
valuation adjustment or wedit impairment. 

This column shall reflest the aggregate amount of the reporting bank or 
controlling company's off. balance sheet exposure to a person, other than any off- 
balance sheet exposure1 arising from a derivative instrument or repo-style 
transaction, which off-balance sheet exposure amount shall include any amount 
relating to an irrevocable commitment or committed undrawn facility, prior to the 
application of any specific d credit conversion factor. 

This column shall refle3 the aggregate amount of the reporting bank or 
controlling company's ex(1osure to a person arising from any relevant repurchase 
or resale transaction or a!lreement. 

This column shall refle;t the aggregate amount of the reporting bank or 
controlling company's exposure to 3 person arising from any transaction in a 
derivative instrument, ca culated in accordance with the relevant requirements 
specified in regulations 23(15) to 23(19). 

This column shall reflect. he aggregate additional required amount of capital and 
reserve funds in respect ~f concentration risk arising from a large exposure to a 
private-sector non-bank person, calculated in accordance with the relevant 
requirements specified i~ regulations 24(6) to 24(8) read with the relevant 
requirements specified in subregulation (14) above, and such further 
requirements as may be : pecified in writing by the Registrar. 
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FOREIGN OPERATIONS OF SOUTH AFRICAN BANKS 
(Confidential and not available for inspection by h e  ~ublic) 

........................................................ Name of entity 
...................................... Quarter ended: (yyyy-rrmdd) 

A. BALANCE SHEET All amounts to be rounded off to the n e a r e s x e  

Assets 
- -- 

Cash and balances with central bank 
Short term negotiable securities 
Loans and advances to customers (item 4 less item 5) 

Gross loans and advances 
Less: credit impairments 

Investment and trading securities 
Less: credit impairments 

Derivative financial instruments 

Pledged assets 
Investment in subsidiary companies 
Investments in associates and joint ventures 
Non current assets held for sale 
Intangible assets 
Investment property 
Property and equipment 
Current income tax receivables 
Deferred income tax assets 
Post-employment assets 
Other assets 
TOTAL ASSETS (total of items 1 to 3.6 and 8 to 1E , less item 7) 

BA 610 
Quarterly 

Currency:. .............. 
Country:. ................ 

...... Host supervisor: 
Rules applied': ......... 

-ine -F?=l no. 

Liabilities 

Deposits. current accounts and other creditors 
Derivative financial instruments and other trading liaoilities 
Term debt instruments 
Deferred revenue 

Total equity attributable to equity holders 
Minority shareholders' equity 
TOTAL EQUITY (totab of items 32 and 33) 
TOTAL EQUITY AND LlABlLlTlES (total of items 3' and 34) 

1. Reserve Bank, or hoa supewlsor when the rules of a orelgn supewlsor were applied. 

2. Actual balance at month-end. 

Equity 

Current income tax liabilities 
Deferred income tax liabilities 
Non current liabilities held for sale 
Retirement benefit obligations 
Provisions 
Other liabilities 
TOTAL LlABlLrrlES (total of items 21 to 30) - 

Line no. 

21 
22 
23 
24 

Line no. 
~ota l '  

1 1 

~ o t a l *  

1 

, 
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B. OFF BALANCE SHEET -- ACTIVITIES - (All amounts to be rounded off to thc 

Description of item 

Guarantees 
Letters of credit 

Bankers acceptances 

Committed undrawn facilities (including unutilised drawdown facilities) 
Underwriting exposures (including revolving underwriting exposures) 

Cred~t-derivative instruments 

Comrnttted capital expenditure 
Operating lease commitments 
Other contmgent l~ab~lities 
TOTA*iterns 36 to 44) .- 

1. Actual balance at month-end. 

R to the nearest '000) 

I Current 1 Current year ( 
C. INCOME STATEMENT (All amounts to be rounded 

Description of item 
quarter to  date 

Interest and similar income 
Less: interest Income on trading assets allocated to trading revenue 

lnterest expense and similar charges 
Less: interest expense on trading liabilities allocated to trading revenue 

Net interest income (item 46 plus item 49, less items 47 and 48) 
Net fee and commission income 
Dwidend income 
Net trading income I (loss) 
Other gains less losses 
Other operating income I (loss) 
Non interest revenue (total of items 51 to 55) 
Gross operating income I (loss) (total of items 50 and 56) 
Credit losses 
Operating expenses (including indirect taxation) 

Operating profiff (loss) before nonetrading and capital items (item 57 less 
items 58 and 59) 
Non-trading and capital items 
Share of profit 1 (loss) of associates and joint ventures 
Profit I (loss) before income tax (total of items 60 to 62) 
Direct taxation 
Prof t I (loss) for the year (item 63 less item 64) -- 
1. Actual balance at month-end. 



D. CAPITAL ADEQUACY 

Summary information in respect of capital adequacy 

Required capital adequacy ratlo 
Minimum prescribed capital adequacy ratio (percentage) 
Additional requirement specified by the Registrar1 foreign supervisor (percentage) 
Minimum required capital adequacy ratio (total of items 66 and 67) 

Risk weighted exposure 
Risk weighted exposure equivalent amount prior to concentration risk 
Rsk equivalent amount in respect of concentration risk 
Aggregate risk weighted exposure equivalent amounts (total of items 69 and 70) 

Minimum required capital and reserve funds 
Minimum required capital and reserve funds based on risk-weighted exposure (Item 68 mulEplied 
with item 71 ! 
Additional capital requirement specified by the Registrarl foreign supervisor' 
Subtotal (total of items 72 and 73) 
Minimum amount of required capital and reserve funds specified in relevan! legislation 
Minimum required capital and reserve funds in respect of the reporting en t i v  

Qualifying capital and reserve t?unds 
Issued c~pita! and reserve furds 
Nonqualifying capital and reserve funds 
Prescribed deductions against capital and reserve funds 
Aggregate amount of qualifying capital and reserve funds (itern 77 less items 78 and 79) 

Excess I (shortfali) {item 80 column 4 less ~tem 76 cclumn 6) 

Memorandum items: 
Total capital adequacy ratio 
Primary capital and reserve funds adequacy ratio 
Non-redeemable noncumulative preference shares as % of total primary capital and reserve funds 
Secondary capital and reserve funds and tertiary capital as % of primary capital and reserve funds 
Subordinated term debt as % of primary capital and reserve funds 
Hybrid instruments as % of primary capital and reserve funds 
Host capital ratio3 
Host minimum required ratio 

(All amounts to be rounded off to the nearest '000) 

Line 
no. 

Risk exposure 
Credit lOperational1 Market I EqulQ 1 Other 1 Total 

1 reserve funds 1 and reserve funds 1 capital I (of col 1 to 3) ] 

L 
1. lncludlng any relevant required amount relating to an imposed capital floor (not to duplicate any kqulrement reported In item 67). 
2. Greater of item 74 or 75. 
3. Actual ratlo, based on the rules of the relevant foreignlhost supe~vlsor. 



E. CREDIT RISK - 

Summary of credit exposure and risk weighted exposure 

Based on asset class 

Corporate exposure (total of items 91 to 98) 

Corporate 
Specialised lending - high volatility commercial real estate 
Specialised lending - income producing real estate 
Specialised lending - object finance 
Specialised lending - commodities finance 
Specialised lending - project finance 
SME corporate 
Purchased receivables - corporate 

Public sector entities 
Local governments and municipalities 
Sovereign (including central government and central bank) 
Banks 
Securities firms 
Retall exposure (total of items 105 to 109) 

Retail mortgages (including any home equity line of credit) 
Retail revolving credit 
Retail - other 
SME retail 
Purchased receivables - retail 

%her assets 
jecuritisation exposures 
rota1 (of items 90, 99 to 104 and 1 10 to 1 1 1 ) 
I. Foundation IRB approach = 1; advanced IRB approach = 2. 

(All amounts to be rounded off to the nearest '000) 
Standardised approach =approach 

I Tntal 1 1 Total . --. 
7- 

Line no. Risk weighted 
Credit exposure / exno sufe 
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G-MARKETTR!?K_K__K_ (All amounts to be rounded off to the near€ 

Summary information relating t o  required capital and reserve funds and risk weighted 
exposure 
-. 

Standardised approach (total of items 132, 138. 144 and 150) 
lnterest rate risk (total of items 133 to 137 ) 

Specific risk 
General risk 
lnterest rate options - simplified method 
lnterest rate options - delta-plus method 
lnterest rate options - scenario matrix approach 

Equity position risk (total of items 139 to 143) 
Equity specific risk 
Equity general risk 
Equity options -simplified method 
Equity options - delta-plus method 
Equity options - scenario matrix approach 

Foreign exchange risk (total of items 145 to 149) 
Foreign exchange 
Gold 
Foreign exchange and gold options - simplified method 
Foreign exchange and gold options - delta-plus method 
Foreign exchange and gold options - scenario matrix approach 

Commodities risk (total of items 151 to 155) 
Simplified method 
Maturity ladder method 
Commodity options - simplified method 
Commodity options - delta-plus method 
Commodity options -scenario matrix approach 

Internal models approach 
Current day V ~ R '  

Previous day V ~ R '  
60 day average VaR, multiplied by the specified multiplication factor' 
Specific risk add-on' 
VaR capital requirement (item 159 plus the higher of item 157 or 158) 

Total market risk requirement (total of items 131 and 160) 
Risk weighted asset equivalent (item 161 multiplied by 12.5) 
1. Calculated in accordance with the relevant requirements specified in regulation 28(8), or in relevant cases, the relevant requirements 

specified by the relevant host supervisor. 



H. EQUITY RISK IN THE BANKING BOOK (All amounts to be rounded off to the nearest '000) 

IRB approach for credit risk 

PDlLGD approach 

Standardised approach for credit risk' 

Equities - listed and unlisted 
Private equity and venture capital 

(All amounts to be rounded off to the nearest '000) 

Total (of items 173 and 174) 
Total of performing categories 

Total of default categories 

(All amounts to be rounded off to the neas 

7 Exposure value 

1. Including the simplified standardlsed approach for credit rlsk 

Line no. 

163 
164 

IRB approach for credit risk 

Market based approach 
Simple risk weight method (total of items 166 and 167) 

Equities - listed 

Line no. 

Equities - unlisted 

Internal models approach (total of items 169 and 170) 
Equities - listed 
Equities -unlisted 
Memorandum item: 
Diversified amount - - - - -- - . --. . - 

1. Means the relevant risk welghted exposure amount lirior to the application of the specified risk weightlng floor, if rslevant 
2. Means the relevant risk weighted exposure amount after the application of the speclhed risk welghllng floor, when rclavant. 

Exposure value 

1 
Line no, 

165 
1 66 

In resped of Risk weighted 
which the 1,s assets 
scaling factor 

L I applies 1 

Exposure value 

Risk weighting 

2 
; ~s..+,.. ,z,. ,s~.~.. ::X,?,:>L~:A:?~:**~;&: * , % 

300% 

Capital 
requirement 

Risk weighted 
assets 

3 

Risk weightlng 
Capital 

requirement 
4 

Risk weighted 

3 

1 

Capltal 
requirement 

4 
-- 

2 
100% 
150% 
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37. Foreign operations of South African banks - Matters relating to  consolidated 
supervision including directives and interpretations for completion of quarterly 
return concerning foreign operations of South African banks (Form BA 610) 

(1 ) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the directives contained in this regulation 37 and in the form BA 610, 
amongst other things- 

) is to ensure that foreign operations of South African banks are prudently 
managed; 

) is to obtain selected information relating to the foreign operations of South 
African banks in order to evaluate the risks that such operations are exposed to, 
which risks may pose a treat to the safety and soundness of the banking group in 
respect of which the said operation is a member, including selected information 
in respect of each relevant foreign operation's- 

(i) on-balance sheet assets and liabilities; 

(ii) off-balance sheet items; 

(iii) profit or loss situation; 

(iv) capital adequacy; 

(v) exposure to credit risk 

(vi) exposure to market risk; 

(vii) exposure to operational risk; 

(viii) exposure to equity risk arising from positions held in its banking book; 

(c) is to evaluate the adequacy of risk management and internal controls of the said 
foreign operation; 

(d) is to obtain an understanding of the activities conducted by the said foreign 
operation; 

(e) is to ensure that the said foreign operation, based on its risk profile, is 
adequately capitalised. 
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(3) Unless specifically otherwise proiided in this regulation 37 or specified in writing by the 
Registrar. all the relevant directives and interpretations- 

(a) relating to the completion 0 1 )  a solo basis of the respective risk-based returns by a 
bank in the Republic; or 

(b) for the calculation on a solo basis of the relevant minimum required amount of 
capital and reserve funds of a bank in the Republic, 

shall mutatis mutandis apply to the return to be completed in respect of any foreign 
operation of the said bank in t ie  Republic or for calculating the relevant minimum 
required amount of capital and rsserve funds to be held by the said foreign operation 
provided that- 

(i) based on the circurrstances prevailing in each relevant country the said 
foreign operation shall apply and interpret any relevant definition contained in 
these Regulations, prwided that in cases of uncertainty or when a conflict in 
interpretation may arse the said bank or foreign operation shall in writing 
refer the matter to ths Registrar for a directive to be issued in terms of the 
provisions of section ti(6) of the Act; 

(ii) subject to the prior written approval of and such conditions as may be 
specified in writing by  the Registrar a foreign operation of a bank in the 
Republic may complste the required information based on the rules and 
regulations of a relevimt host supervisor when the said rules and regulations- 

(A) are deemed by the Registrar to be equivalent in all material respects to 
the relevant reqilirements specified in these Regulations; or 

(6) result in more o~mplete or accurate information. 

(4) Unless specifically otherwise prolrided in this regulation 37 or specified in writing by the 
Registrar, all the relevant provisions sf~ecified or envisaged in regulation 36(17) in respect of 
governance, risk management and inte nal controls shall mutatis rnutandis apply to any foreign 
operation of the relevant bank. 
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CAPITAL ADEQUACY 

Pane no. 

1. Form BA 700 - Capital adequacy ............................................................. 629 

2. Regulation 38 - Directives and interpretations for completion of 
monthly1 quarterly return concerning capital 
adequacy (Form BA 700) ................................ ............... 636 



CAPITAL ADEQUACY 
(Confidential and not available for inspection by the public) 

.............................. Name of bank/ controlling company 
Monthg/ quarter' ended.. ............................ (yyyy-mmdd) 

Summary of Information in respect of capital adequacy 

Required capital adequacy ratio 
Minimum prescribed capital adequacy ratio (percentage) 
Additional systemic requirement specified by the Registrar 
Minimum required capital adequacy ratio (total of items 1 and 2) 

Risk weighted exposure 
Risk weighted exposure equivalent amount prior to concentration risk 
Risk equivalent amount in respect of concentration risk 
Aggregate risk weighted exposure equivalent amounts (total of item 4 and 5) 

Minimum required capital and reserve funds 
:.:;&;,.is;; .G~u;L=; mCI;h; ad I; Ie.aaz vc  iur~ub wdbeu on nsn-welgnrea exposur, 
(item 3 multiplied with item 6) 
Additional bank specific capital requirement specified by the ~egistrar' 
Subtotal (tolal of items 7 and 8) 
Minimum amount of required capital and reserve funds in accordance with 
section 70 of the Act 
Minimum required capital and reserve funds in respect of the reporting bank2 

Qualifying capi?al and reserva funds 
Issued capital and reserve funds 
Nonqualifjing amounts in respect of capital and reserve funds 
Prescribed deductions against capital and reserve funds 
Aggregate amount of qualifying capital and reserve funds (item 12 less items 
13 and 14) 

Excess I (shortfall) (item 15 column 4 less item 11 column 6) 

Memorandum items: 
Total capital adequacy ratio3 
Primary share capital and reserve funds adequacy ratio4 
Non-redeemable non-cumulative preference shares and hybrid debt 
instruments as % of total primary capital and reserve funds4 
Secondary capital and reserve funds and tertiary capital as % of primary 
share capital and reserve funds' 
Subordinated term debt as % of primary share capital and reserve funds4 
Hybrid debt instruments as % of primary share capital and reserve funds4 

1. lncludlng any relevant required amount relatlng to an Imposed capital floor. 
2. Gmater of Item 9 or kern 10. 
3. Rekr to regulation XI@)@). 
4. Refer to regulation 38(9). 

BA700 
Monthly* in the case of solo reporting 
Quarterly* in the case of consolidated reporting 

(All amounts to be rounded off to the nearest R'OO -. . 



Qualifying capital and reserve funds 

Net qualifying primary share capital and reserve funds (item 36 plus item 37 less items 40 and 43) 
Issued primary share capital (total of items 25 to 27) 

Ordinary shares 
Non-redeemable non-cumulative preference shares 
Preferred securities' 

Primary unimpaired reserve funds (total of items 29 to 32) 
Share premium 
Retained earnings 
Current year appropriated profits 
Other appropriated general or special reserve funds (total of items 33 to 35) 

other - specify 
other - specify 
other - specify 

Total primary share capital and unimpaired reserve funds before deductions, specified approved 
amounts and non qualifying amounts (total of items 24 and 28) 
Specified approved amounts related to consolidated supervision (total of items 38 and 39) 

Surplus capital in insurance entity 
Minority interests 

Issued primary share capital instruments not qualifying due to prescribed llmits2 (total of items 4' 
and 42) 

Non-redeemable non-cumulative preference shares 
Preferred securities 

Deductions against primary share capital and primary unimpaired reserve funds3 (total of items 
44 to 59) 

Goodwill 
Establishment costs 
Capital requirement in respect of foreign branches 
Accumulated losses 
Instruments issued in respect of h i c h  no value was received 
Financial assistance provided to persons acquiring qualifying instruments 
Qualifying capital instruments held in banks or other regulated institutions 
Specified increases in capital arising from securitisation schemes, such as any gain-on-sale arising 
from the recognition of future margin income 
Acknowledgement of debt issued to fund qualifying instruments 

%amounts to be rounded off to the nearest R'OOO) - -  ' m n c e  at 

Balance at the end of the end of 
-ine the end Of the previous the previous 
no' the reporting financial 

period period year 
I 2 3 -,. 



(All amounts to be rounded off to the nearest R'000) 
Movement for 

the current 
year to  date 
(ml  1 minus 

~013)  
5 

Movement 
during the 
reporting 

period ( w l  1 
minus 012 )  

4 

Balance at 
the end of 

the previous 
financial 

year 
3 

Balance at 
the end of 

the previous 
reporting 

period 
2 

- 

at 
the end of 

the repO*lng 
period 

I 

Qualifying capital and reserve funds 

retained or provided the first loss position 

1 I 1 I 

Line 

56 

, -.-- other - specify .- 

Fifty per cent of any equity or other capital instrument held in any majority owned or controlled 
hnancial entity, or scgnif~cant mlnonty ownecr or contmllea nnanclal enury, r:ur wrlsotauareu 
F i f t y  per cent of any equity or other capital instrument he!d in any majority owned or wntfolled 
insurance entity, or significant minority owned or wntrcj!led insurance entity, not consolidated 1 ; ;  Other deductions (total of items 60 and 61) 

other - specify . 

I- - 

I 

I. Rsfer to reaula!ion 38(13). 
1. Rehr to regulatibn R8(9). 
1. Refer to, amongst others, :he relevant provisions cootained in regulations 23(6Xj), 23(8)a), 23(11Xq) and ?3(13ija). 
6. Relates to a bank that adopted the IRB approach for the measurament of the bank's expasUr6 to credit rlsk. 
5. To the extent n u  already deducted elsewhere. 

Fifty percent of amount by which expected loss exceeds eligible provisions4 . 
Fifty per cent of specified investments in commercial entities 
Fifty per cent of first loss credit enhancement provided in respect of a securitisation scheme 
Fifty per cent of an unrated second loss position in an ABCP programme when the bank also 

I 53 
54 
55 





Qualifying capital and reserve funds 

Issued secondary capital instruments, secondary reserve funds and other instruments 
not qualifying due to prescribed limits' or haircutsZ (total of items 81 to 83) 

Prescribed categories of term debt instnrments 
Haircut in respect of term debt instruments2 
Other instruments or reserve funds 

Deductions against secondary capital and secondary unimpaired reserve funds3(total of 
items 85 to 95) 

Issued instruments in respect of which no value was received 
Financial assistance provided to persons acquiring qualifying instruments 
Uualnycng capml cnsuuments nelo ~n oanns or orner regulaieo ~nsuruuur~s 
Acknowledgement of debt issued to fund qualifying instruments 
Fifty percent of amount by which e ~ e c t e d  loss exceeds eliglble pravisions4 
Fifty per cent of specified investments in commercial entities 
Fifty per cent of first loss credit enhancement provided in respect of a securitisation scheme 
Fifty per cent of an unrated second loss position in an ABCP programme when the bank 
alsv retained or provided the first loss position 
Fifty per cent of any equcty or other capital instnrment he!d in any majori!y own& or 
controlled finenual entity, or significafit minority omed or mW3lled finarbcia! entity, not 
consolidated5 
FiQ per cent of any equity or other capital instrument held iil any majority owned or 
controlled insurance entity, or significant minority owned or controlled insurance enti?{, not 
consolidated 
Other deductions ( t~ta l  of items 96 to 98) 

other - specify 
other - specify 
other - specify 

Net qualifying tertiary capital (item 100 less items 102 and 103) 
Tertiary capital (item 101 ) 

Issued subordinated term debt instruments6 
Tertiary capital not qualifying due to  res scribed limits' 
~eductions against tertiary MpitalJ 
1. Refer to regulatlan 38(9). 
2. Refer to regulatlon 38(14)(b). 
3. Refer to, amongst others, the relevant prwlslons contelned In regulalons 23(6)0), 23(8)U), 23(1l)(q) and 23(13Xe). 
4. Relates to a bank that adopted the IRE approach for ths measurement cf the bank's exposure to credt risk. 
5. To the extent not already deducted elsewhere. 
6. Refer to regulatlon 38(16). 

All amounts to be rounded off to the nearest R'000) 
Movement for 

the current 
year to date 
(mi 1 minus 

co13) - 
5 

Movement 
during the 
reporting 

period (col 1 
minus col2) 

4 

Line 
no. 

at 
the end of 

the reporting 
period 

1 

Balance at 
the end of 

the previous 
reporting 
period 

2 

Balance at 
the end of 

the previous 
financial 

year 
3 



(All amounts to be rounded off to the nearest R'000) 
Balance at Balance at I Movement Movement for 

Balance at 1 during the the current 

Qualifying capital and reserve funds 
I Line ' the end of 

the end Of the end of reporting year to  date I no, the repotting the previous the previous period ( w l  1 (col 1 mlnus 

I 
financial year, minus col period period col 3) 

I 

1 1 2  3 4 3 

Aggregate amount of qualifying primaryand secondary capital and reserve funds and I 1 
104 

I 
qualifying tertiary capital (total of items 23, 62 and 99) 

of which: allocated to support risks other than market risk (total of items 106 and 107) 105 
of which: 
Qualifying pnmary share capital and reserve funds 106 - I 

Qualifying secondary capital and reserve funds 107 
of which: allocated to support market nsk (total of items 109 to 11 1) 108 

of which: 
Qualifying primary share capital and reserve funds 109 

110 Qualifying secondary capital and reserve funds 
t 

Qualifying tertiary capital (item 99) 111 I 
Other non qualifying amounts not specified elsewhere 112 I 1 

Memorandum items: 
Reconciliation in  respect of unappropriated profits 

Balance in respect of unappropnated profits 
Month I year to date movements in respect of: 

Current profits1 (loss) 
Payment of dividends 
Transfers from appropriated profits 
Transfers to a ~ ~ r o ~ r i a t e d  ~rof i ts 

Balance in resped of &appropriated profits (total of items 113, 114 and 116, less items 115 
and 1 17) 
Balance in respect of fair value reserves 
Balance in respect of cash Row hedging reserves 
Other (total of items 122 and 123) 

other - specify 
other - specify 

Totai unappropriated reserve funds (total of items 1 18 to 121) 

riod 



9El 
SEL 
PC 1 

t I I I 

I I QZL 

I 

(p 01 suulnlo3 spunj e ~ e s a r  spun4 a ~ e s a r  spun) eiuasa~ 
'q'de3 pue 1q!des pue ~q!des 

.ou eu!1 
40 IWI) OOCVS pue 1a!de3 

u! pepnpul lea01 Bujlllenb UON h e p u o l a ~  heutud 
(000,~ IsaJeau a10 03 yo papunol aq 01 slunolrre ((\j) 



STAATSKOERANT, 1 JANCJARIE 2008 No. 30629 643 

636 

38. Capital adequacy - Directives and interpretations for completion of monthly 
return concerning capital adequacy (Form BA 700) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) For the measurement of a bank's aggregate risk-weighted exposure as contemplated 
in section 70(2), 70(2A) or 70(2B) of the Act, the bank- 

(a) shall at the discretion of the bank, use one of the alternative methodologies 
specified below to determine the bank's exposure to credit risk: 

0) 

(ii) 

(iii) 

The standardised approach, using one of the alternative frameworks 
prescribed in regulation 23(5) read with the relevant provisions of 
regulations 23(6) to 23(9); 

Subject to the prior written approval of the Registrar and such conditions as 
may be specified in writing by the Registrar, the IRE approach, using one 
of the alternative frameworks prescribed in regulation 23(10) read with the 
relevant provisions of regulations 23(11) to 23(14); 

Subject to the prior written approval of the Registrar and such conditions as 
may be specified in writing by the Registrar, a combination of the 
approaches envisaged in subparagraphs (i) and (ii) above. 

(b) shall at the discretion of the bank, use one of the alternative methodologies 
specified below to determine the bank's exposure to counterparty credit risk: 

the current exposure method specified in regulation 23(17); 

the standardised method specified in regulation 23(18); 

subject to the prior written approval of and such further conditions as may 
be specified in writing by the Registrar the internal model method specified 
in regulation 23(19): 

subject to the relevant requirements specified in regulation 23(15) and the 
prior written approval of and such conditions as may be specified in writing 
by the Registrar, a combination of the approaches envisaged in 
subparagraphs (i) to (iii) above; 
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(c) shall at the discretion of tlte bank, use one of the alternative methodologies 
specified below to determint! the bank's exposure to market risk: 

(i) The standardised app!'oach prescribed in regulation 28(7); 

(ii) Subject to the fulfilmel\t of certain quantitative and qualitative requirements, 
the prior written appriwal of the Registrar and such further conditions as 
may be specified in v~iting by the Registrar, the internal model approach 
prescribed in regulatian 28(8); or 

(iii) Subject to the prior witten approval of the Registrar and such further 
conditions as may be specified in writing by the Registrar, a combination of 
the approaches envisaged in subparagraphs (i) and (ii) above. 

(d) shall at the discretion of t ie  bank, use one of the alternative methodologies 
specified below to determinr? the bank's exposure to operational risk: 

(i) The basic indicator approach prescribed in regulation 33(7); 

(ii) Subject to the prior wiitten approval of the Registrar and such conditions as 
may be determined by the Registrar, the standardised or alternative 
standardised approaci prescribed in regulation 33(8); 

(iii) Subject to the prior mitten approval of the Registrar and such conditions as 
may be determined b!. the Registrar, the advanced measurement approach 
prescribed in regulatic n 33(9): 

(iv) Subject to the prior written approval of the Registrar and such further 
conditions as may be specified in writing by the Registrar, a combination of 
the approaches envisi~ged in subparagraphs (i) to (iii) above. 

(e) shall, based on- 

( i )  the approach adopte l by the bank for the measurement of the bank's 
exposure to credit risk, as envisaged in paragraph (a) above; 

(ii) such conditions as mz y be specified in writing by the Registrar, 

use one of the alternative approaches specified below to determine the bank's 
exposure in respect of secu -itisation schemes: 

(A) the standardised approach prescribed in regulation 23(5) read with 
the relevant lrovisions of regulations 23(6)(h) and 23(8)(h) 
respectively; 

(8) the IRE approach prescribed in regulation 23(10) read with the 
relevant provisicns of regulations 23(11) and 23(13) respectively. 
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(3) For the purposes of calculating the minimum amount of- 

(a) qualifying primary and secondary capital and reserve funds relating to risks other 
than market risk and that a bank is required to maintain, based on such 
conditions as may be specified in writing by the Registrar from time to time, the 
bank- 

shall in accordance with the relevant requirements specified in regulation 
23(3) read with the relevant requirements specified in regulations 23(6) to 
23(14), risk weight such average daily balance or month-end balance of 
assets as may be specified in the respective returns or in writing by the 
Registrar; 

shall in accordance with the relevant requirements specified in regulation 
23(3) read with the relevant requirements specified in regulations 23(6) to 
23(14), risk weight such average daily balance or month-end balance of 
off-balance sheet items as may be specified in the respective returns or in 
writing by the Registrar; 

shall in accordance with the relevant requirements specified in regulation 
regulation 23(3) read with the relevant requirements specified in 
regulations 23(6) to 23(19), risk weight such average amount or month-end 
balance of the bank's exposure in respect of unsettled transactions held in 
the bank's banking book as may be specified in the respective returns or in 
writing by the Registrar; 

shall in accordance with the relevant requirements specified in regulation 
23(3) read with the relevant requirements specified in regulations 23(6) to 
23(14) and regulations 24(6) to 24(8), risk weight such average amount or 
month-end balance of the bank's large exposures or concentration risk as 
may be specified in the respective returns or in writing by the Registrar; 

(b) qualifying primary and secondary capital and reserve funds and tertiary capital 
relating to trading activities or market risk and that a bank is required to maintain, 
the bank shall in accordance with the relevant requirements specified in 
regulation 28 risk weight all relevant daily positions held in the bank's trading 
book and all relevant positions held in the bank's banking book. 
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(4) When the Registrar is of the opin on that a bank's- 

(a) calculated aggregate risk ecposure does not sufficiently reflect- 

(i) the bank's actual risk profile; 

(ii) the factors external to the bank, such as the effect of business cycles; 

(iii) the risk relating to a ,articular type of exposure such as credit risk, market 
risk or operational ris c; 

(iv) the risk relating to a group of exposures such as corporate exposure or 
retail exposure, 

(b) policies, processes and procedures relating to its risk assessment are 
inadequate; 

(c) internal control systems arc? inadequate; 

the Registrar, amongst other thirgs, may require the said bank- 

(i) to maintain additionzl capital, calculated in such a manner and subject to 
such conditions as may be specified in writing by the Registrar; 

(ii) to strengthen the bank's risk management policies, processes or 
procedures, 

(iii) to strengthen the bark's internal control systems. 

(5) Assets or amounts representins deductions against the reporting bank's capital and 
reserve funds, which assets or amour~ts, in terms of the provisions of section 70 of the Act 
shall be deducted from the respectivcl categories of capital and unimpaired reserve funds, 
shall be recorded against the appropri;~te line items specified in the form BA 700. 

(6) Conditions relating to external cn tdit assessment in respect of a securitisation scheme 

lrrespective whether a bank adc pted the standardised approach or IRB approach for 
the measurement of the bank'; exposure relating to credit risk and securitisation 
schemes, when the bank calci~lates its minimum required amount of capital and 
reserve funds, the bank shall no1 recognise any credit assessment issued in respect of 
any exposure relating to a securitisation scheme unless the said external credit 
assessment complies with the requirements specified below. 
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(a) The external credit assessment- 

(i) shall be issued by an eligible external credit assessment institution- 

(A) which credit assessment shall be publicly available, that is, the 
credit assessment shall be published by the relevant external 
credit assessment institution in an accessible form and shall be 
included in the external credit assessment institution's transition 
matrix, instead of being made available only to the parties involved 
in the securitisation scheme; 

(8) which credit assessment institution shall have demonstrated its 
expertise relating to the assessment of securitisation exposures, 
which expertise is likely to be evidenced by strong market 
acceptance; 

(ii) shall be based on the total amount of credit exposure arising from all 
relevant payments due, that is, for example, when the outstanding 
amount relates to both principal and interest amounts, the credit 
assessment shall be based on the timely repayment of both the relevant 
principal amount and the relevant interest amount; 

(b) A bank shall apply credit assessments issued by an eligible external credit 
assessment institution consistently across a given type of securitisation 
exposure provided that- 

(i) the bank shall not apply credit assessments issued by one eligible credit 
assessment institution in respect of one or more tranches relating to a 
particular securitisation scheme and credit assessments issued by 
another eligible credit assessment institution in respect of other 
positions relating to the same securitisation structure; 

(ii) when- 

(A) two or more eligible external credit assessment institutions assess 
the credit risk associated with a particular securitisation exposure 
differently, the bank shall risk weight the said exposure in 
accordance with the relevant requirements specified in regulation 
23(5)(b)(i); 
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(6) an external credit assessment assigned to a particular 
securitisation exposure is based on protection provided directly to 
the special purpose institution by an eligible protection provider, 
the bank- 

(i) shall a~lply the risk weight associated with the said external 
credit assessment to the relevant exposure; 

(ii) shall, ir order to avoid any double counting of the protection 
obtained by the special-purpose institution, disregard the 
said credit protection; 

(C) protection is obtained by a special-purpose institution from a 
protection provider other than an eligible protection provider, the 
bank shall treat the relevant securitisation exposures as unrated; 

(D) credit protection is obtained by the bank in respect of a particular 
securitisation exposure within a particular securitisation structure, 
the bank sha I treat the relevant exposure as an unrated protected 
exposure in ,accordance with the relevant requirements specified 
in regulations 23(7), 23(9), 23(12) or 23(l4). 

(7) Conditions relating to the calcularion of minimum required capital and reserve funds in 
respect of a securitisation schemr ?, and related matters 

(a) General conditions 

A bank- 

(0 

( ii) 

acting in a primary role and subsequently investing in commercial paper 
issued by a special-purpose institution shall have in place adequate risk- 
management system; and controls to ensure that the bank does not 
accumulate disproportionate levels of aggregate exposure to commercial 
paper issued by the soecial-purpose institution; 

that acted in a primar/ role and subsequently invests in a disproportionate 
level of commercial pzlper issued by a special-purpose institution is likely to 
contravene, amongst other things, the conditions relating to an effective 
and verifiable transfer of risk and sufficient market discipline as envisaged 
in the exemption notic3 relating to securitisation schemes. 
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(b) Specific conditions 

(i) Subject to the provisions of subregulation (2)(e) and based on- 

(A) the approach adopted by a bank for the measurement of the bank's 
exposure to credit risk, as envisaged in subregulation (2)(a) above, 

(8 )  the economic substance and not the legal form of a position obtained 
or exposure incurred by the bank in respect of a traditional or 
synthetic securitisation scheme, 

(C) such conditions as may be specified in writing by the Registrar, 

a bank shall in accordance with the relevant requirements specified in 
regulations 23(6), 23(8), 23(11) or 23(l3) maintain capital against any risk 
exposure assumed or retained by the bank as a result of a securitisation 
transaction, including any relevant exposure that arises from- 

(i) the extension by the reporting bank of any credit enhancement 
facility to a special-purpose institution; 

(ii) the provision of any credit protection; 

(iii) an investment by the bank in commercial paper issued by a 
special-purpose institution; 

(iv) the retention of any subordinated exposure; 

(v) the extension of any liquidity facility to a special-purpose 
institution; 

provided that the bank shall for purposes of these Regulations treat 
the repurchase of any securitisation exposures as a retained 
securitisation exposure. 

(ii) Irrespective whether a bank adopted the standardised approach or IRB 
approach for the measurement of the bank's exposure in respect of credit 
risk and securitisation schemes, the bank- 

(A) shall not exclude from the calculation of its required amount of capital 
and reserve funds any assets transferred to a special-purpose 
institution unless the said transfer of assets, amongst other things, 
complies with the relevant conditions specified in paragraph 4(2) of 
the exemption notice relating to securitisation schemes provided that 
the bank shall comply with the relevant capital requirements specified 
in these Regulations in respect of any relevant risk exposure retained 
by the bank; 
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(8) shall not, when I he bank calculates its required amount of capital and 
reserve funds, rscognise any risk mitigation in respect of a synthetic 
securitisation scheme unless the said risk mitigation, amongst other 
things, complies with the relevant conditions specified in paragraph 
5(2) of the exerr ption notice relating to securitisation schemes. 

(c) Granularity 

When the Registrar is of th(t opinion that the credit risk inherent in a traditional or 
synthetic securitisation schzme is higher than the credit risk inherent in a well 
diversified portfolio of simil 3r rated corporate exposure, owing to higher default 
correlations in the portfolio of assets or risk that was securitised, the Registrar 
may specify higher risk wei!jhts in respect of the commercial paper issued by the 
special-purpose institution n respect of the relevant securitisation scheme than 
the risk weights prescribed n these Regulations. 

(8) Minimum required capital and reserve funds 

(a) For the purposes of determ ning in form BA 700 the minimum amount of- 

allocated qualifying primary and secondary capital and reserve funds 
required to support risks other than market risk and required to be 
maintained by a bar.k in terms of section 70 of the Act, a bank shall 
calculate the said miiimum amount, amongst others, in accordance with 
the relevant provisions specified in subregulation (3)(a) read with the 
provisions of subregu ations (2)(a), (2)(b), (2)(d) and (2)(e) above; 

allocated qualifying primary and secondary capital and reserve funds and 
tertiary capital requ red to support market risk and required to be 
maintained by a bark in terms of section 70 of the Act, a bank shall 
calculate the said miiimum amount, amongst others, in accordance with 
the relevant provisims specified in subregulation (3)(b) read with 
subregulation (2)(c) a 3ove. 

(b) The percentage, contemplated in section 70 of the Act, of the amount of a bank's 
assets and other risk exposures, as adjusted through the application of the 
relevant specified risk weig~hts, proxies or factors, and which is to be used, as 
contemplated in the said scction of the Act, to calculate the minimum amount of 
allocated qualifying primary and secondary capital and reserve funds and tertiary 
capital that the bank is re< uired to maintain in terms of that section shall be a 
minimum of 8 per cent, or such a higher percentage as may be determined by 
the Registrar in consultatim with the Governor of the Reserve Bank, which 
percentage or any relevant component thereof, amongst others, shall be inserted 
in items 1 to 3 and 17 to 22 of the form BA 700. 
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(c) The Registrar may with the consent of the Minister determine or amend risk- 
weight percentages or risk components in respect of assets and other risk 
exposures, including assets and other risk exposures identified to exist in a 
country other than the Republic, which assets or risk exposures may or may not 
specifically be specified or referred to in these Regulations. 

(d) A bank shall maintain the minimum amount of- 

(i) allocated qualifying primary and secondary capital and reserve funds 
relating to risks other than market risk; and 

(ii) allocated qualifying primary and secondary capital and reserve funds and 
tertiary capital relating to market risk, 

during the period from the twentieth business day of the month following the 
month or calendar quarter to which a particular return relates up to and including 
the nineteenth business day of the month following the month or calendar 
quarter in respect of which the next monthly or quarterly return, as the case may 
be, is to be furnished by the reporting bank. 

(9) Qualifying capital and reserve funds 

Based on, amongst others, the relevant requirements specified in section 70 of the Act 
read with the relevant requirements specified in subregulations (8)(a) and (8)(b) above, 
a bank shall in the calculation of- 

(a) the aggregate amount of primary and secondary capital and reserve funds and 
tertiary capital that the bank is required to maintain manage its business in such 
as way that- 

(i) its primary capital adequacy ratio, at no stage, is less than 7 percent; 

(ii) the ratio of non-redeemable non-cumulative preference shares and hybrid- 
debt instruments forming part of the total amount of primary share capital 
and primary unimpaired reserve funds of the bank at no time exceeds 25 
per cent of the total amount of primary share capital and primary 
unimpaired reserve funds of the bank, that is- 

(A) at least 75 per cent of the minimum required amount of primary share 
capital and primary unimpaired reserve funds of the bank shall 
consist of ordinary shares and primary reserve funds that accrued for 
the benefit of ordinary shareholders; 
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(B) the bank shall take into account any non-redeemable non-cumulative 
preference sharts, primary reserve funds that accrued for the benefit 
of non-redeemable non-cumulative preference shareholders and 
hybrid-debt instr ~ments forming part of the primary share capital and 
primary unimpai-ed reserve funds of the bank to a maximum of 25 
per cent of the minimum required amount of primary share capital 
and primary unir ipaired reserve funds; 

(iii) the ratio of hybrid-debt instruments forming part of the total amount of 
primary share capital and primary unimpaired reserve funds of the bank at 
no time exceeds 15 [er cent of the total amount of primary share capital 
and primary unimpaired reserve funds of the bank; 

(iv) the ratio of subordinated term debt rnstruments qualifying as secondary 
capital in terms of the provisions of section l(1) of the Act read with 
subregulation (14)(b) pelow at no time exceeds 50 per cent of the sum of 
the bank's primary sl~are capital and primary unimpaired reserve funds, 
that is, the bank shall take into account any subordinated term debt 
qualifying as seconday capital to an amount not exceeding 50 per cent of 
the sum of the bane's primary share capital and primary unimpaired 
reserve funds; 

(b) the aggregate amount of aliocated qualifying capital and reserve funds required 
to support risks other than r iarket risk, including any relevant required amount of 
capital and reserve funds i 1 respect of credit risk and operational risk, ensure 
that- 

(i) the ratio of non-redeenable non-cumulative preference shares and hybrid- 
debt instruments forrring part of the total amount of primary share capital 
and primary unimpairl?d reserve funds at no time exceeds 25 per cent of 
the total amount of p~imary share capital and primary unimpaired reserve 
funds, that is- 

(A) at least 75 per c?nt of the minimum required amount of primary share 
capital and prim;w-y unimpaired reserve funds shall consist of ordinary 
shares and pririary reserve funds that accrued for the benefit of 
ordinary shareh( dders; 

(6) the bank shall tz ke into account any non-redeemable non-cumulative 
preference sharcs, primaly reserve funds that accrued for the benefit 
of non-redeem:\ble non-cumulative preference shareholders and 
hybrid-debt instruments forming part of the total amount of primary 
share capital anti primary unimpaired reserve funds to a maximum of 
25 per cent of tk e minimum required amount of primary share capital 
and primary unir ipaired reserve funds; 
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(ii) the ratio of hybrid-debt instruments forming part of the total amount of 
primary share capital and primary unimpaired reserve funds at no time 
exceeds 15 per cent of the total amount of primary share capital and 
primary unimpaired reserve funds; 

(iii) the ratio of subordinated term debt instruments qualifying as secondary 
capital in terms of the provisions of section l(1) of the Act read with 
subregulation (14)(b) below at no time exceeds 50 per cent of the sum of 
the bank's allocated and qualifying primary share capital and allocated and 
qualifying primary unimpaired reserve funds, that is, the bank shall take 
into account any subordinated term debt qualifying as secondary capital to 
an amount not exceeding 50 per cent of the sum of the bank's allocated 
and qualifying primary share capital and allocated and qualifying primary 
unimpaired reserve funds; 

(c) the aggregate amount of allocated qualifying capital and reserve funds required 
to support market risk, ensure that- 

(i) the ratio of allocated and qualifying primary share capital and reserve funds 
to allocated and qualifying secondary capital and reserve funds is at no 
time less than 5050, that is, at least 50 per cent of the minimum required 
amount of allocated and qualifying primary and secondary capital and 
reserve funds shall consist of allocated and qualifying primary share capital 
and reserve funds, provided that, subject to such conditions and such 
period as may be specified in writing by the Registrar, the Registrar may in 
respect of a particular bank, controlling company or the banking sector as a 
whole specify a ratio of allocated and qualifying primary share capital and 
reserve funds to allocated and qualifying secondary capital and reserve 
funds other than 50:50: 

(ii) the ratio of allocated and qualifying primary share capital and reserve funds 
to allocated and qualifying secondary capital and reserve funds and tertiary 
capital is at no time less than 5050, that is, at least 50 per cent of the 
minimum required amount of allocated and qualifying primary and 
secondary capital and reserve funds and tertiary capital shall consist of 
allocated and qualifying primary share capital and reserve funds, provided 
that- 

(A) tertiary capital shall be allowed solely to support any capital 
requirement relating to market risk, that is, tertiary capital shall in no 
circumstances be taken into consideration in order to support any 
capital requirement of the reporting bank relating to risks such as 
operational risk, credit risk or counterparty risk, including 
counterparty credit risk relating to derivative instruments held in either 
the bank's banking book or trading book; 
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(6) subject to such conditions and such period as may be specified in 
writing by the Registrar, the Registrar may in respect of a particular 
bank, controllinc company or the banking sector as a whole specify a 
ratio of allocated and qualifying primary share capital and reserve 
funds to allocatcsd and qualifying secondary capital and reserve funds 
and tertiary capi:al other than 5050; 

(C) subject to the PI ior written approval of and such conditions as may be 
specified in wriling by the Registrar, the sum of a bank's allocated 
and qualifying secondary capital and reserve funds and tertiary 
capital required to support market risk may be taken into account to 
an amount not exceeding 250 per cent of the sum of the bank's 
allocated and {lualifying primary share capital and reserve funds 
required to su~~port market risk provided that after the deduction 
against the relevant categories of capital and reserve funds of such 
amounts as may be specified in regulations 23(6)(j), 23(8)(j), 
23(11)(q) or 23(13)(e), the sum of the bank's secondary capital, 
secondary unin paired reserve funds and tertiary capital relating to 
banking and tra jing activities or all relevant risk exposures shall in no 
case be taken into account to an amount in excess of the sum of the 
bank's qualifyin J primary share capital and reserve funds relating to 

. banking and traliing activities or all relevant risk exposures. 

(1 0) Conditions relating to reserve fun is and retained earnings 

No amount relating to any res3rve fund of a bank or controlling company shall 
constitute qualifying primary res~?rve funds of the said reporting bank or controlling 
company unless the board of di-ectors of the relevant bank or controlling company 
formally appropriated the said :mount by way of a board resolution to constitute 
retained earnings of the relevan: bank or controlling company, that is, the board of 
directors of the relevant bank or controlling company shall formally consider the said 
amount and shall resolve that strch reserve fund constitutes retained earnings to be 
included in the capital base of tht? relevant bank or controlling company, which fund is 
subsequently available to absorh losses that may arise from risks pertaining to the 
particular nature of such bank'!; or controlling company's business, and the said 
reserve fund is disclosed as suck, in the published financial statements of the relevant 
bank or controlling company. 

(1 I) Conditions relating to instruments not qualifying as primary share capital due to a 
prescribed limit or ratio 

Any capital obtained through the issue of non-redeemable non-cumulative preference 
shares or prescribed categorix of preferred securities such as hybriddebt 
instruments, which capital woulj otherwise rank as primary share capital of the 
reporting bank but subsequently s disqualified to rank as primary share capital of tho 
reporting bank as a result of a limit or ratio imposed in respect of qualifying amounts in 
terms of subregulation (9), shall qualify as secondary capital of the reporting bank. 
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(12) Percentage of capital obtained through the issue of certain shares and debt 
instruments that may qualify as secondary capital 

Capital obtained through the issue, as contemplated in the definition of secondary 
capital in section l(1) of the Act, of- 

(a) cumulative preference shares may subject to paragraph (b) below rank as 
secondary capital to the extent of 100 per cent thereof; 

(b) cumulative preference shares issued in pursuance of the capitalisation of 
reserves resulting from a revaluation of specified assets may rank as secondary 
capital to the extent of 50 per cent thereof; 

(c) ordinary shares or preference shares other than cumulative preference shares 
issued in pursuance of the capitalisation of reserves resulting from a revaluation 
of specified assets may rank as secondary capital to the extent of 50 per cent 
thereof; and 

(d) debt instruments such as debentures, hybrid-debt instruments or any interest- 
bearing written acknowledgement of debt, issued in accordance with the 
conditions set forth in subregulation (1 4) below, may rank as secondary capital to 
the extent of 100 per cent thereof. 

(1 3) Conditions for issue of preferred secur'ities such as specified hybrid-debt instruments of 
which the proceeds rank as primary share capital 

In the case of preferred securities such as hybrid-debt instruments, that is, instruments 
that combine certain features of equity instruments and debt instruments, 
contemplated in section l(1) of the Act- 

(a) the reporting bank or controlling company shall obtain the prior written approval 
of the Registrar before the instruments are issued; 

(b) the features of the instruments shall be duly disclosed in the annual financial 
statements and other relevant disclosures to the general public; 

( c )  the main features of the instruments shall be such that they are likely to be easily 
understood by investors and the general public; 

(d) the said instruments- 

(i) shall not be payable to bearer; 

(ii) shall be paid in full by the investors on the date of issue and the proceeds 
of the instruments shall be available to the issuing bank or controlling 
company without any limitation; 
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shall be free from any lnandatory fixed charges; 

shall be non-cumulative, that is, any interest or other servicing cost shall be 
non-cumulative; 

may provide the issuet with an option to settle any relevant interest or other 
servicing cost throu~h the issue of ordinary shares in lieu of cash 
settlement; 

shall enable the bank or controlling company to absorb losses on a going 
concern basis; 

shall be issued withou a maturity date; 

may make provision ft)r a call option in terms of which the issuing bank or 
controlling company r lay redeem the instruments after a minimum initial 
period of five years. ~rovided that the instruments shall be replaced with 
instruments of a similar or better quality unless the Registrar determines 
that the bank is duly wpitalised; 

may be redeemed only at the option of the bank or controlling company 
concerned and with th: prior written approval of the Registrar; 

may in addition to any call option make provision for one step-up in the 
initial rate payable in terms of the instrument but only after a minimum 
initial period of ten yeilrs provided that the instrument shall not contain any 
other feature or clausc! that creates an incentive to redeem the instrument. 
Normally the call optic n and step-up feature may be regarded as synthetic 
redemption features embedded in the instrument. The said step-up in the 
initial rate shall be resiricted to an increase over the initial rate of not more 
than- 

(A) 100 basis points less the swap spread referred to below; or 

(B) 50 per cent of tbe initial credit spread, less the swap spread referred 
to below. 

The swap spread shali be determined at the pricing date of the instrument 
and shall relate to the differential in pricing at that date between the initial 
reference instrument ,>r rate and the stepped-up reference instrument or 
rate; 
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(xi) shall be subordinated to claims from depositors, general creditors, senior 
creditors and any subordinated debt issued by the bank the proceeds of 
which subordinated debt qualify as secondary or tertiary capital of the 
bank, that is, any claim by a holder of the instrument in respect of the 
principal amount or any relevant interest or other servicing costs shall be 
subordinated to any claim from a depositor, general creditor, senior creditor 
or the holder of any subordinated debt of which the proceeds qualify as 
secondary or tertiary capital of the bank, provided that the instrument- 

(A) may rank pari passu with the rights of a holder of any non- 
redeemable non-cumulative preference share of which the proceeds 
qualify as primary share capital; 

(B) may rank senior only in respect of the rights of an ordinary 
shareholder; 

(xii) issued by the bank to investors shall contain the wording "the proceeds 
obtained through the issue of this instrument qualify as capital for the 
issuing bank in terms of the provisions of the Banks Act, 1990. Any direct 
or indirect acquisition of this instrument by a bank or controlling company, 
as defined in the Banks Act, 1990, or by a non-bank subsidiary of a bank or 
controlling company, shall be regarded as a deduction against the capital 
of the acquiring bank or controlling company in question, in an amount 
equal to the book value of the said investment in the instrument". 

(e) the amount obtained by way of the issue of the instruments and which may rank 
as primary share capital shall be reduced by any direct or indirect funding 
provided by the reporting bank, or a bank within the reporting banking group, to 
the person investing in the said instruments; 

(f) no asset of the bank or controlling company shall be pledged or otherwise 
encumbered as security for any liability in respect of the instrument; 

(g) the bank's liabilities in respect of the instruments shall not be protected by any 
guarantee issued by the bank or any related entity of the bank; 

(h) no arrangement shall exist that legally or economically enhances the seniority of 
the ranking of the instruments; 

(i) the bank or controlling company, as the case may be, may waive any payment in 
respect of the instruments, subject only to the prior waiver of distributions in 
respect of any ordinary shares or non-redeemable non-cumulative preference 
shares the proceeds of which qualify as primary share capital, and the bank shall 
have full access to the waived payments. 
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(14) Conditions for the issue of debt i,istruments of which the proceeds rank as secondary 
capital 

The issue of debt instruments contemplated in section l(1) of the Act shall be subject 
to the conditions specified below. 

In the case of- 

(a) hybrid-debt instruments, ttat is, instruments that combine certain features of 
equity instruments and deb. instruments- 

(i) the reporting bank or controlling company, as the case may be, shall obtain 
the prior written ap~lroval of the Registrar before the instruments are 
issued; 

(ii) the features of the instruments shall be duly disclosed in the annual 
financial statements i nd other relevant disclosures to the general public; 

(iii) the main features of the instruments shall be such that they are likely to be 
easily understood by nvestors and the general public; 

(iv) the said instruments- 

shall not be pay3ble to bearer; 

shall be paid i r ~  full by the investors on the date of issue and the 
proceeds of the instruments shall be available to the issuing bank or 
controlling company without any limitation; 

may be cumulative; 

shall enable the bank or controlling company to absorb losses on a 
going concern t asis; 

shall be issued lvithout a maturity date; 

may make pro\ ision for a call option in terms of which the issuing 
bank or contr~~ling company may redeem the instruments after a 
minimum inilial period of five years, provided that the instruments 
shall be replaced with instruments of a similar or better quality, unless 
the Registrar determines that the bank is duly capitalised; 

may be redeem3d only at the option of the bank concerned and with 
the prior written approval of the Registrar; 
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( H )  may in addition to any call option make provision for one step-up in 
the initial rate payable in terms of the instrument after a minimum 
initial period of ten years. Normally the call option and step-up feature 
may be regarded as synthetic redemption features embedded in the 
instrument. The said step-up in the initial rate shall be restricted to an 
increase over the initial rate of not more than- 

(i) 100 basis points, less the swap spread referred to below; or 

(ii) 50 per cent of the initial credit spread, less the swap spread 
referred to below. 

The swap spread shall be determined at the pricing date of the 
instrument and shall relate to the differential in pricing at that date 
between the initial reference instrument or rate and the stepped-up 
reference instrument or rate: 

(I) shall be subordinated to claims from depositors, general creditors, 
senior creditors and any subordinated term debt issued by the bank 
the proceeds of which subordinated term debt qualify as secondary 
or tertiary capital of the bank, that is, any claim by a holder of the 
instrument in respect of the principal amount or any relevant interest 
or other servicing costs shall be subordinated to any claim from a 
depositor, general creditor, senior creditor or the holder of any 
subordinated term debt of which the proceeds qualify as secondary 
or tertiary capital of the bank; 

(J) issued by the bank to investors shall contain the wording "the 
proceeds obtained through the issue of this instrument qualify as 
capital for the issuing bank in terms of the provisions of the Banks 
Act, 1990. Any direct or indirect acquisition of this instrument by a 
bank or a controlling company, as defined in the Banks Act, 1990, or 
by a non-bank subsidiary of a bank or controlling company, shall be 
regarded as a deduction against the capital of the acquiring bank or 
controlling company in question, in an amount equal to the book 
value of the said investment in the instrument". 

(v) the amount obtained by way of the issue of the instruments and which may 
rank as secondary capital shall be reduced by any direct or indirect funding 
provided by the reporting bank or a bank within the reporting banking group 
to the person investing in the said instruments; 

(vi) no asset of the bank or controlling company shall be pledged or otherwise 
encumbered as security for any liability in respect of the instrument; 
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(vii) the bank's liabilities in respect of the instruments shall not be protected by 
any guarantee issued 3y the bank or any related entity of the bank; 

(viii) no arrangement shah exist that legally or economically enhances the 
seniority of the ranking of the instruments; 

(ix) the bank may waive m y  payment in respect of the instruments, subject 
only to the prior waivctr of distributions in respect of any ordinary shares, 
non-redeemable norr-cumulative preference shares or hybrid-debt 
instruments in respect of which the proceeds qualify as primary share 
capital, and the bank sohall have full access to the waived payments. 

any term debt instrument- 

the reporting bank shall obtain the prior written approval of the Registrar 
before the debt instrument is issued; 

the debt instrument shall not be payable to bearer; 

no asset of the bani issuing the debt instruments shall be pledged or 
otherwise encumbered as security for any liability by virtue of the debt 
instrument; 

the debt instrument st~all be issued for a minimum original term to maturity 
of more than five year 5; 

the debt instrument may be redeemed before maturity only at the option of 
the bank concerned and with the prior written approval of the Registrar; 

notwithstanding the prwisions of any other Act. in the event of the winding- 
up of the bank concerned, the capital amount and any related interest cost 
of the debt instrument shall not be repaid until the claims of other creditors 
have been fully satisfir!d; 

which term-debt instr~~ment makes provision for an interest rate step-up, 
such an interest rate step-up shall take effect only after a minimum period 
of more than five year!; from the issue date of the said instrument; and 

the amount obtained by way of the issue of the debt instrument and which 
may in terms of sectioq l (1) of the Act rank as secondary capital, except in 
the case of such det l  instruments that are to be converted into shares 
representing capital tl~at may in terms of this section rank as primary or 
secondary capital, shz II during the fifth year preceding the maturity of such 
debt instruments be  educed by an amount equal to 20 per cent of the 
amount so obtained and, annually thereafter, by an amount that in each 
successive year is inc~eased by 20 per cent of the amount so obtained. 
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(1 5 )  Secondary unimpaired reserve funds 

The funds contemplated in paragraph (a) of the definition of 'secondary 
unimpaired reserve funds' in section 1(1) of the Act shall be funds obtained from 
actual earnings or by way of recoveries and which have been set aside as a 
general or special reserve and which are available for the purpose of meeting 
liabilities of or losses suffered by the bank. 

The percentage contemplated in paragraph (b) of the definition of 'secondary 
unimpaired reserve funds' in section l(1) of the Act shall be 100 per cent of the 
portion of the revaluation surplus that brings the book value of the assets up to 
the original cost of such assets, that is, accumulated depreciation, and 50 per 
cent of the surplus amount above the original cost of such assets. 

The conditions contemplated in paragraph (d) of the definition of 'secondary 
unimpaired reserve funds' in section 1(1) of the Act shall be the conditions 
mutatis mutandis set forth in subregulation (14). 

(1  6 )  Conditions for issue of debt instruments of which the proceeds rank as tertiary capital 

The issue of debt instruments contemplated in section I (? )  of the Act shall be subject 
to the conditions specified below. 

The reporting bank shall obtain the prior written approval of the Registrar before 
the debt instruments are issued. 

The debt instruments shall be issued for a minimum original term to maturity of 
more than two years. 

The debt instrument shall not be payable to bearer. 

The debt may be repaid before maturity only at the option of the bank concerned 
and with the prior written approval of the Registrar. 

No asset of the borrowing bank may be pledged or otherwise encumbered as 
security for any liability by virtue of the debt. 

Notwithstanding the provisions of any other Act, in the event of the winding-up of 
the bank concerned, the capital amount and any related interest cost of the debt 
instrument shall not be repaid until the claims of depositors and other creditors 
have been fully satisfied. 

In the event of the borrowing bank's qualifying capital falling below or being likely 
to fall below the prescribed minimum amount, the Registrar may require that 
interest and capital payments in respect of the subordinated debt be deferred for 
such a period of time and subject to such conditions, if any, as the Registrar may 
determine. 
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( 1 7) Repayment of capital 

(a) A bank shall not without tho prior written approval of the Registrar or otherwise 
than in accordance with conditions approved by the Registrar in writing repay any 
of its primary share capital or, before the maturity thereof, redeem any of the 
instruments issued that qualify as secondary capital or tertiary capital. 

(b) A written application by a I)ank under paragraph (a) for the permission of the 
Registrar- 

(i) to repay any of its primary share capital shall contain written confirmation 
by the board of directc rs of the bank that- 

(A) the capital-adequacy ratio of the bank concerned shall be at least 
one percentage point higher than the relevant percentage determined 
in terms of sul)regulation (8)(b) after the repayment of the said 
primary share capital without relying on new capital issues; 

(0) the remaining primary share capital shall be sufficient to ensure 
continued com,~liance by the relevant bank with the relevant 
requirements s3ecified in subregulation (9), including, amongst 
others, that the bank's primary capital adequacy ratio shall exceed 7 
per cent; 

( C )  the repayment of primary share capital is consistent with the bank's 
strategic and op ?rating plans; 

(0) the repayment of primary share capital takes into account any 
possible acquis tions, increased capital requirements of subsidiary 
companies or i~ranches of the said bank and the possibility of 
exceptional loss?s; 

(E) the repayment of primary share capital is included in the bank's 
ALCO process r ,.garding the management of liquidity risk; 

(F) all shares acquired back by the bank from the repayment of capital 
shall immediateti be cancelled; 

(ii) to repay any of its secondary capital before the maturity thereof shall 
contain written confirm ation by the board of directors of the bank that- 

(A) the bank shall simultaneously with the redemption of instruments 
issue further secondary capital that shall be of a quantity and quality 
similar to or higher than the instruments to be redeemed when the 
period that lap:ed since the issue date of the instruments to be 
redeemed is or !#ill be less than or equal to five years; 
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(8) the capital adequacy ratio of the bank concerned shall be at least one 
percentage point higher than the relevant percentage determined in 
terms of subregulation (8)(b) after the repayment of the said 
secondary capital without relying on new capital issues; 

( C )  the repayment of secondary capital is included in the bank's ALCO 
process regarding the management of liquidity risk; 

(iii) to repay any of its tertiary capital before the maturity thereof shall contain 
written confirmation by the board of directors of the bank that- 

(A) the bank shall simultaneously with the redemption of instruments 
issue further tertiary capital that shall be of a quantity and quality 
similar to or higher than the instruments to be redeemed when the 
period that lapsed since the issue date of the instruments to be 
redeemed is or will be less than or equal to two years; 

(B) the repayment of tertiary capital is included in the bank's ALCO 
process regarding the management of liquidity risk. 

(c) The provisions of this subregulation (17), to the extent that they are relevant, 
shall mutatis mutandis apply to a controlling company. 

(18) Matters specifically related to solo reporting and consolidated reporting 

When- 

(a) a bank or controlling company completes the form BA 700 on a consolidated 
basis, the said bank or controlling company- 

(i) shall in accordance with the relevant directives specified in regulation 36 
and on the form BA 600, instead of items 1 to 22 of the form BA 700, 
complete the relevant items and columns of the form BA 600 that relate to 
the consolidated required amount of capital and reserve funds, the 
consolidated amount of qualifying capital and reserve funds and capital 
adequacy; 

(ii) shall in accordance with the relevant directives specified in subregulation 
(19) below complete all the relevant required information specified in items 
23 to 140 of the form BA 700; 

(b) a bank completes the form BA 700 on a solo basis, the said bank shall complete 
all the relevant required information specified in items 1 to 140 of the form 
BA 700; 

Provided that any difficulty experienced in the completion of the forms BA 600 and 
BA 700 shall be referred to the Registrar for an appropriate directive. 
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(19) Instructions relating to the compl~~tion of the form BA700 are furnished with reference 
to the headings and item descriptions of certain columns and line item numbers 
appearing on the form BA700, as follows: 

:o/umns relating 1 
Column number 

1 of item 4 

2 of item 4 

3 of item 4 

4 of item 4 

5 of item 4 

the summi fry information of capital adequacy, items 1 to 22 
Description 

This item stlall reflect the relevant required aggregate amount of 
risk weighted credit exposure respectively reported in the 
specified items of the forms specified below. 

Item 74, column 3, of the form BA 200; plus 
ltem 172, column 3, of the form BA 200; plus 
ltem 1, column 1, of the form BA 500; less 
ltem 73, colilmn 3, of the form BA 200; less 
ltem 171, cc~lumn 3, of the form BA 200. 
This item shall reflect the relevant required risk weighted 
exposure e,quivalent amount related to operational risk reported 
in item 28, column 9, of the form BA 400. 
This item shall reflect the relevant required risk weighted 
exposure amount related to market risk calculated in the manner 
specified below. 

ltem 31, column 3, of the form BA 320, multiplied by 12,s. 
This item shall reflect the relevant required aggregate amount 01 
risk weightt!d credit exposure related to equity instruments held 
in the banks banking book, as reported in the relevant items 01 
the form BE. 340 specified below. 

ltem I ,  column 3, of the form BA 340; plus 
ltem 2, column 3, of the form BA 340; plus 
ltem 3, column 3, of the form BA 340; plus 
ltem 6, column 4, of the form BA 340: olus 
Item 36, zlu_mn 6, of the form BA 340: ---- 
This item shall reflect the relevant required risk weighted 
exposure equivalent amount in respect of assets or risks other 
than credit risk, operational risk, market risk or risk related ta 
equity instn~ments held in the bank's banking book, including any 
relevant arlount of risk weighted exposure related to items 
reported in- 

ltem 83, column 3, of the form BA 200; 
ltem 191, column 3, of the form BA 200; and 

any other relevant amount of risk weighted exposure related to 
an asset or exposure specified in writing by the Registrar. 
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Description 
shall be completed based on, 

directives issued in writing by the Registrar from time to 
time, which directives may include matters relating to the 
completion of items 40 to 53, column 10, and items 254 to 
269, column 24, of the form BA210. 

 his item shall be equal to the sum of items 36 and 37, column 

1 to 6 of item 5 

12 This item shall be equal to item 79, column 1. 
12 This item shall -- be equal to item 100, column 1. 
13 This item shall be equal to item 40, column 1. 

2 of item 13 This item shall be equal to item 80, column 1. 
3 of ~t_em 13 This Item shall be equal to item 102, column 1. 
1 of item 14 - This item shall be equal to item 43, column 1. 

14 This item shall be equal to item 84, column 1. 
14 This item shall be equal to item 103, column 1. 

2 of item 17 This item shall reflect the quotient of the amount reported in item 
15,column 4, divided by the amount reported in item 6 ,  column 6 
This item shall reflect the quotient of the amount reported in item of item l8 - 

by the amount reported in item 6. column 6- -- - - - -- - 

I This item shall reflect the quot~ent of (the sum of amounts 

the relevant provisions of section 73 of the Act read with the 
relevant provisions of regulations 24(6) to 24(8) of these 
Regulations; and 

reported in items 26 and 27, column 1, less the sum of amounts 
Of item l9 

reported in items 41 and 42, column 1). divided by the amount 
reported in item 15, column 1. 
This item shall reflect the quotient of (the sum of amounts 
reported in item 15, column 2, and item 15, column 3), divided by 
the amount reported in item 15, column 1. 
This item shall reflect the quotient of (the amount reported in 

less the amount reported in item 81, column 
reported in item 15, column 1. 

quotient of (the amount reported in 
amount reported in item 42, column 
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Columns relating to qualifying :apital and reserve funds, items 23 to 11 1 

Line item 
number 

Column number 

Of item 23 

4 of item 31 

5 of item 31 

43 

Columns relating to the reconc lllation o f  unappropriated reserve funds, items 11 3 
to 124 

1 This item shall reflect the pre:;cribed minimum required percentage of capital and 
reserve funds relating to asset!; and other risk exposures, envisaged in section 70 of 
the Act read with the relevant F rovisions of subregulation (8)(b). 

Description 
This item shall be equal F t h e  amount reported in item 15, 
column 1, alld the amount reported in item 140, column 1. 
This item st.all be equal to the relevant amount reported in item 
117, columr~ 1, less the relevant amount reported in item 116, 
column 1. 
This item sttall be equal to the relevant amount reported in item 
117. columrt 3, less the relevant amount reported in item 116, 
column 3. 
This item s h x  be equalto the amount reported in item 14, 
mlumnQ~id the amount reported in item 139, column 1. 

Column number 

Of item 

Of item 

Of item l3 

2 This item shall reflect any add tional percentage requirement of capital and reserve 
funds specified in writing by thf Registrar in respect of potential systemic risk. 

~escr i~t ion 
This item s iall reflect the balance in respect of unappropriated 
profits at tho beginning of the reporting period. 
This item s >all reflect the balance in respect of unappropriated 
profits at thc beginning of the previous reporting period. 
This item s7all reflect the balance in respect of unappropriated 
profits at t@: beginning of the current financial year. 

5 Based on the relevant requirements specified in section 73 of the Act and such 
further requirements as may t e  specified in writing by the Registrar this item shall 
reflect the relevant risk equivalent amount related to any capital requirement in 
respect of concentration risk. 

A 62 

Of item 84 

Of item 99 

Of item lo3 

This item shall be equal to the amount reported in item 15, 
column 2, a i d  the amount reported in item 140, column 2. 
This item shall be equal to the amount reported in item 14, 
column 2, a i d  the amount reported in item 139, column 2. 
This item shall be equal to the amount reported in item 15, 
column 3, a l d  the amount reported in item 140, column 3. 
This item :hall be equal to the amount reported in item 14, 
column 3. a ~d the amount reported in item 139, column 3. 
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This item shall reflect any additional capital requirement specified in writing by the 
Registrar in respect of the reporting bank, including any relevant amount related to 
an imposed capital floor. 

These items shall reflect the relevant required amounts in respect of reserve funds 
other than retained earnings, not yet appropriated, such as reserves related to cash 
flow hedging. 

Any negative amount in respect of unappropriated reserve funds shall be deducted 
from primary capital and reserve funds in accordance with the relevant requirements 
specified in, amongst others, regulation 23(6)(j). 
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CHAPTER Ill 

CORPORATE GOVERNANCE 

39. Process of corporate governar Ice 

(1) The board of directors of a bank, is ultimately responsible for ensuring that an adequate 
and effective process of corporate gobernance, which is consistent with the nature, complexity 
and risk inherent in the bank's on-balance sheet and off-balance sheet activities and that 
responds to changes in the bank's emironment and conditions, is established and maintained, 
provided that the board of directors rnay appoint suppoding committees to assist it with its 
responsibilities. 

(2) The process of corporate govlxnance referred to in subregulation (1) includes the 
maintenance of effective risk managen lent and capital management by a bank. 

(3) The conduct of the business o r  a bank entails the management of risks, which may 
include, amongst others, the following iypes of risk: 

(a) capital risk; 

(b) compliance risk; 

(c) concentration risk; 

(d) counterparty risk; 

(e) credit risk; 

(f) currency risk; 

(g) equity risk arising from poz itions held in the bank's banking book; 

(h) interest-rate risk; 

(i) liquidity risk; 

(j) market risk (position risk) i l l  respect of positions held in the bank's trading book; 

(k) operational risk; 

(I) reputationat risk; 

(m) risk relating to pro cyclical it:^; 

(n) solvency risk; 

(0) technological risk; 

(p) translation risk; 

(q) any other risk regarded as material by the bank. 
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(4) In order to achieve the objective relating to the maintenance of effective risk 
management envisaged in subregulation (2), every bank shall have in place comprehensive 
risk-management processes and board-approved policies, and procedures- 

(a) to identify; 

(b) to measure; 

(c) to monitor; 

(d) to control; and 

(e) to report, 

amongst other things, the risks referred to in subregulation (3). 

( 5 )  As a minimum, the risk-management processes, policies and procedures referred to in 
subregulation (4)- 

(a) shall be adequate for the size and nature of the activities of the bank, including 
the bank's activities relating to risk mitigation and exposure to counterparty credit 
risk, and shall periodically be adjusted in the light of the changing risk profile of 
the bank, and external market developments; 

(b) shall duly be aligned with the business strategy of the reporting bank; 

(c) shall duly specify relevant limits and allocated capital relating to the bank's 
various risk exposures; 

(d) shall be sufficiently robust- 

(i) to ensure that the bank raises appropriate and timely credit impairments 
and maintains adequate allowances or reserves for potential losses in 
respect of its loans or advances; 

(ii) to identify and manage material interrelationships between the bank's 
relevant risk exposures; 

(iii) to ensure the bank's continued compliance with the relevant documented 
set of internal policies, controls and procedures; 

( e )  shall in the case of the bank's exposure to counterparty credit risk- 

( i )  duly take into account the market risk, liquidity risk, legal risk and 
operational risk normally associated with counterparty credit risk; 

(ii) ensure that the bank- 

(A) duly takes into account the creditworthiness of all relevant 
counterparties; 
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(6) duly takes intcl account any relevant settlement and pre-settlement 
risk; 

(C) continuously IT onitors the utilisation of credit lines; 

(D) measures its current exposure gross and net of collateral in all 
relevant cases including in the case of margin lending; 

(E) manages all rc levant risk exposures at a counterparty and bank-wide 
level; 

shall be sufficiently robu:R to timeously identify material concentrations in any 
one of the risk exposures specified in subregulation (3), including concentrations 
relating to- 

an individual counterparty or group of related counterparties; 

credit exposures in .espect of counterparties in the same economic sector 
or geographic region; 

credit exposures to counterparties, the financial performance of which is 
dependent on the s: me activity or commodity; 

.indirect credit exposures arising from the bank's risk mitigation activities 
such as exposure tc a single collateral type or to credit protection provided 
by a single counterpsrty; 

interest-rate risk in h e  bank's banking book; 

liquidity risk; 

trading risk, includin 3 interest-rate risk and price risk; 

equity positions held in the bank's banking book. 

shall be subject to adecuate internal controls and appropriate internal audit 
coverage; 

shall ensure appropriat:! board and senior management oversight and 
involvement; 

shall include adequate intt2rnal controls to produce any data or information which 
might be required on a co~  ~solidated basis; 

shall be duly documented. 
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(6) As a minimum, the management of a bank- 

shall ensure that the risks to which the bank is exposed are appropriately 
managed; 

shall set capital targets that are commensurate with the bank's risk profile and 
control environment; 

shall implement robust and effective risk management and internal control 
processes; 

shall develop and maintain- a 

( i )  an appropriate strategy that ensures that the bank maintains adequate 
capital based on the nature, complexity and risk inherent in the bank's on- 
balance sheet and off-balance sheet activities, including the bank's 
activities relating to risk mitigation; 

(ii) an internal capital assessment process that responds to changes in the 
business cycle within which the bank conducts business; 

shall, on a periodic basis, conduct relevant stress tests, particularly in respect of 
the bank's main risk exposures, in order to identify events or changes in market 
conditions that may have an adverse impact on the bank. 

(7) When a bank wishes to adopt the IRB approach for the measurement of the bank's 
exposure to credit risk as envisaged in regulation 23(10), the board of directors or a designated 
committee appointed by the board of directors, and the relevant senior management of the 
bank, shall approve all material aspects of the bank's rating and risk estimation processes, 
provided that- 

(a) the board of directors and any board-appointed committee- 

(i) shall possess- 

(A) a general understanding of the bank's risk rating system; 

(B) a detailed comprehension of the relevant risk-management reports 
submitted to the board or board-appointed committee; 

(ii) shall ensure that the bank establishes and maintains an independent credit 
risk control unit, which credit risk control unit- 

(A) shall be responsible for- 

(i) the design or selection, implementation and performance of the 
bank's internal rating systems; 

(ii) the testing and monitoring of internal risk grades; 
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(iii) the prodtction and analysisefsumrnary reports from the bank's 
rating system, which reports shall include- 

(aa) his'orical data in respect of exposures that defaulted, 
soried according to the rating of the exposure at the time 
of clefault and one yea,r prior to default; 

(bb) migration analyses in respect of risk grades; 

(cc) tre~ids in respect of key rating criteria; 

(iv) the impk mentation of procedures to verify that rating definitions 
are consistently applied across all relevant departments and 
geograpliical areas; 

(v) the review and documentation of any changes to the rating 
process, criteria or rating parameters, including the reasons for 
such che nges; 

(vi) the revitlw of the rating criteria in order to ensure that the 
criteria rcmain predistive of risk. 

(6) shall be fu~ictionally independent from the personnel and 
management functions responsible for the origination of credit 
exposures; 

(C) shall activellr participate in the development, selection, 
implementatioii and validation of the bank's rating models. 

(iii) shall ensure that th? bank's rating systems and processes are subject to 
regular review, but r o  less frequently than once a year, by the internal audit 
department or an eql lally independent function, which independent review- 

(A) shall include- 

(i) the operations of the credit function; 

(ii) the estirr ates of all relevant risk components such as PD ratios, 
LGD ratios and EAD amounts; 

(iii) the banks compliance with all relevant minimum requirements; 

(6 )  shall be duly documented. 
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(b) the relevant senior management of the bank- 

(i) shall possess- 

(A) a detailed understanding of the rating system's design and operation; 

(B) a detailed comprehension of the risk reports generated by the risk 
system, including information relating to- 

(i) the relevant internal ratings; 

(ii) the bank's risk profile based on risk grades; 

(iii) risk migration across risk grades; 

(iv) the relevant risk estimates of the relevant parameters per risk 
grade; 

(v) a comparison between realised and expected PD ratios, LGD 
ratios and EAD amounts, 

provided that the frequency of reporting may vary based on the 
significance and type of information and the level of the recipient. 

(ii) shall provide notice to the board of directors or a committee appointed by 
the board of material changes or exceptions from the established policies; 

(iii) shall approve material differences between established procedure and 
actual practice; 

(iv) shall, on an ongoing basis, ensure that the rating system operates in an 
effective manner; 

(v) shall meet regularly with the relevant staff in the credit risk control unit in 
order to discuss- 

(A) the performance of the rating process; 

(6) areas that may need improvement; 

(C) the status of previously identified deficiencies. 

(8) As a minimum, a bank that wishes to adopt the internal model method for the 
measurement of the bank's exposure to counterparty credit risk- 

(a) shall obtain the prior written approval of the Registrar and shall in addition to the 
relevant requirements specified in these Regulations comply with such conditions 
as may be specified in writing by the Registrar; 
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(b) shall have in place an inde1)endent risk control'onit, which risk control unit- 

(c) shall- 

shall be responsible for the design and implementation of the bank's risk 
management system ; 

shall produce and a~lalyse regular reports on the output of the bank's risk 
measurement mode, including an evaluation of the relationship between 
measures of risk exrosure and counterparty limits; 

shall be independenl from all relevant line business units; 

shall report directly to the senior management of the bank; 

shall conduct regulal- backtesting, that is, an ex-post comparison of the risk 
measure generated by the bank's EPE model against the bank's actual 
exposure to counterl~arty credit risk; 

shall conduct the initial and ongoing validation of the internal model; 

shall control the inteljrity relating to input data; 

shall validate prices ;upplied by business units; 

shall be adequately staffed; 

shall be closely intzgrated into the day-to-day credit risk management 
process of the bank that is, the work of the unit shall form an integral part 
of the process of pknning, monitoring and controlling the bank's credit and 
overall risk profile. 

ensure the active involvement and oversight of the bank's board of 
directors and senior management in the bank's risk control processes; 

regard risk control a:; an essential aspect of the bank's business; 

devote adequate resources to the bank's risk control unit; 

ensure that reports prepared by the independent risk control unit are 
reviewed by a levr l of senior management with sufficient authority to 
enforce both reducti Ins of individual exposures to a particular counterparty 
and reductions in th(! bank's overall counterparty risk exposure; 

ensure that the seni~r  management of the bank is aware of the limitations 
and assumptions made in respect of the said internal model and the impact 
that such limitation!; and assumptions may have on the output of the 
model; 
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(vi) ensure that transactions are assigned to the appropriate netting set within 
the bank's model for the calculation or estimation of expected positive 
exposure relating to a particular counterparty; 

(vii) in the case of- 

(A) exposures with a rising risk profile after one year, regularly compare 
the bank's estimate of EPE over one year with the EPE over the life 
of the said exposure; 

(B) exposures with a maturity of less than one year, regularly compare 
the replacement cost or current exposure and the realised exposure 
profile; 

(viii) store sufficient data relating to the bank's counterparty exposure in order to 
conduct robust stress-testing and backtesting; 

(ix) ensure that the bank has in place robust internal policies and procedures to 
verify that in respect of each exposure in respect of which- 

(A) the bank wishes to apply netting, prior to including the relevant 
transaction in a netting set, the transaction is covered by a legally 
enforceable netting contract that complies with the relevant 
requirements specified in these Regulations; 

(B) the bank wishes to make use of collateral to mitigate the bank's 
exposure to counterparty credit risk, prior to recognising the effect of 
the said collateral in the calculation of the bank's exposure to 
counterparty credit risk, the collateral complies with the relevant 
requirements specified in these Regulations. 

(d) shall have in place a robust model for the estimation of expected positive 
exposure, that is, a robust EPE model, which model- 

(i) 

(ii) 

(iii) 

shall be closely integrated into the risk management processes of the 
reporting bank and the output of which model shall be an integral part of 
the process of planning, monitoring and controlling the bank's exposure to 
counterparty credit risk; 

shall be used in conjunction with exposure limits in a manner that is 
consistent over time and that is well understood by the senior management 
and relevant line functions of the reporting bank; 

shall for purposes of measuring counterparty exposure forecast over a 
sufficiently long time horizon interest rates, foreign exchange rates, equity 
prices, commodities, and other market risk factors, the performance of 
which forecasting model relating to market risk factors shall be validated 
over a sufficiently long time horizon; 
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(iv) shall capture and include transaction-specific information in order- 

(A) to aggregate counterparty exposures at the level of a particular 
netting set; 

(6) to duly capture the effect of margining, that is, the model shall take 
into account th3 current amount of margining and margining that will 
be exchanged I~etween relevant counterparties in the future; 

(v) shall in the case of axposures with a long-term maturity duly capture the 
potential rising risk p~.ofile of the said exposure; 

(vi) shall duly account fol- 

(A) the nature of margin agreements, that is, unilateral or bilateral 
agreements; 

(B) the frequency clf margin calls; 

(C )  the margin periad of risk; 

(D) the minimum threshold of unmargined exposure the bank is willing to 
accept; 

(E) the minimum trmsfer amount. 

(vii) shall either model t i e  mark-to-market change in the value of collateral 
posted or ensure the bank's continued compliance with the relevant 
requirements relating to collateral, specified in regulations 23(7)(b) and 
23(12)(b); 

(viii) shall comply with the relevant further operational requirements specified in 
subregulation (1 2) br low. 

(e) shall have in place a robwit process in respect of model validation, which model 
validation process- 

(i) shall include an appropriate testing of the pricing models used to calculate 
counterparty exposul e for a given scenario of future shocks to market risk 
factors, which pricing models- 

(A) may be differer~t from the pricing models used to calculate VaR over 
a short horizon 

(B) shall in the cas 3 of options duly accoirnt for the nonlinearity of option 
value with respf?ct to market risk factors; 
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(ii) shall include appropriate backtesting in respect of representative 
counterparty portfolios and netting sets- 

(A) which backtesting shall be conducted at regular intervals; 

(B) which backtesting shall include a sufficient number of actual and 
hypothetical representative counterparty portfolios and netting sets; 

(C) which representative portfolios and netting sets shall be selected 
based on their sensitivity to the material risk factors and correlations 
to which the bank is exposed; 

(D) during which process of backtesting- 

(i) starting at a particular historical date, the bank shall use its 
internal model to forecast each portfolio's probability distribution 
of exposure at various time horizons; 

(ii) using historical data on movements in market risk factors, the 
bank shall compute the exposures that would have occurred in 
respect of each portfolio at each time horizon assuming no 
change in the composition of the relevant portfolio; 

(iii) the bank shall compare the realised exposures with the model's 
forecast distribution at the various relevant time horizons; 

(iv) the bank shall repeat the process in respect of several historical 
dates that cover a wide range of market conditions such as 
rising rates, falling rates, quiet markets and volatile markets; 

(v) the bank shall obtain and duly document the explanations for 
significant differences between the realised exposures and the 
model's forecast distribution. 

(f) shall have in place a routine and rigorous process or programme of stress- 
testing- 

(i) the results of which stress-testing- 

(A) shall periodically be reviewed by the senior management of the bank; 

(6) shall be used in the bank's internal assessment of capital adequacy; 

(C) shall be compared a'gainst the bank's measure of expected positive 
exposure and the related impact on the bank's capital adequacy; 

(D) shall be duly reflected in the bank's policies and counterparty limits 
set by management and the bank's board of directors; 
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(ii) which stress-testing xocess or programme- 

(A) shall include tt e identification of possible events or future changes in 
economic con(litions that may have an unfavourable effect on the 
bank's credit exposures, and an assessment of the bank's ability to 
withstand such changes, which events or economic conditions may 
include- 

(i) economil: or industry dowr~turns; 

(ii) market-place events; or 

(iii) decreased liquidity conditions 

(0) shall include the stress testing of the bank's counterparty exposures, 
including a prccess of jointly stressing relevant market and credit risk 
factors; 

(iii) during which process of stress-testing the bank shall consider- 

(A) concentration -isk, including concentration risk in respect of a single 
counterparty o: a group of related counterparties; 

(0) any risk of colrelation between market risk and credit risk, including 
situations in which a large movement in market prices, for example, 
may result in a particular counterparty exposure becoming a large 
exposure or cause a material deterioration in the credit quality of the 
said counterpzrty, or both; 

(C) the risk that liljuidating a counterparty position may have a material 
impact on the ~narket; 

(D) the impact or the bank's own positions of movements in market 
prices, which ~mpact shall be integrated into the bank's assessment 
of counterparty risk. 

Provided that when the I~ank's stress-tests reveal particular vulnerability to a 
particular set of circums;ances, the bank shall take appropriate and prompt 
action in order to mana!le and control the relevant risks, which action may 
include hedging against a particular outcome, reducing the size of the bank's 
exposures or increasing the amount of capital and reserve funds. 

shall have in place a routilie for ensuring the bank's continued compliance with a 
documented set of interr:al policies, controls and procedures concerning the 
operation of the bank's risk measurement system; 

shall duly document the bank's risk measurement system, for example, by 
maintaining an updated risk management manual that describes the basic 
principles of the risk maragement system and provides an explanation of the 
empirical techniques used to measure tine bank's exposure to counterparty risk; 
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(i) shall conduct an appropriate independent review of the bank's risk measurement 
system, for example, as part of the bank's internal auditing process, which 
review- 

(i) shall include the activities of the relevant business units, the independent 
risk control unit and the bank's overall risk management process; 

(ii) shall be conducted at regular intervals but not less frequently than once a 
year; 

(iii) as a minimum, shall include- 

(A) the adequacy of documentation relating to the bank's risk 
management policies, system and processes; 

(€3) the organisation of the risk control unit; 

(C) the integration of risk measures into the bank's ongoing risk 
management processes; 

(D) the approval process relating to all relevant risk pricing models and 
valuation systems; 

(E) the validation of any significant changes made in respect of the 
bank's risk measurement process; 

(F) the scope of credit risk and market risk factors captured by the risk 
measurement model; 

(G) the integrity of the management information system; 

(H) the accuracy and completeness of relevant credit and market 
variables and data; 

(I) the verification of the consistency, timeliness and reliability of data 
sources used to operate the internal model, including the 
independence of the said data sources; 

(J) the accuracy and appropriateness of volatility and correlation 
assumptions; 

(K) the accuracy of valuation and risk transformation calculations; 

(L) the verification of the model's accuracy through frequent backtesting. 

(j) shall comply with the relevant operational requirements specified in 
subregulations (9) to (12) below. 
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(9) Counterparty credit risk: operatio 7al requirements c elating to the use test 

As a minimum, a bank that ,wishes to adopt the internal model method for the 
measurement of the bank's exposure to counterparty credit risk- 

(a) shall demonstrate to the satisfaction of the Registrar that the distribution of 
exposures generated by the bank's internal model and used by the bank to 
calculate its effective expected positive exposure is closely integrated into the 
day-to-day counterparty credit risk management process of the bank, that is- 

the output of the in'ernal model shall play an essential role in the credit 
approval, counterpa t y  credit risk management, internal capital allocations 
and governance pr01:esses of the bank; 

the internal model used by the bank to generate the distribution of 
exposures shall form part of a counterparty risk management framework 
that includes the identification, measurement, management, approval and 
internal reporting of counterparty risk, which framework shall include the 
aggregation of credit exposures to the same counterparty and the 
allocation of econorr ic capital; 

peak exposure from the distribution is used by the bank, for example, to 
determine counterpz rty credit limits; 

expected positive exposure is used by the bank, for example, for internal 
allocation of capital. 

(b) shall have a credible track record in the use of an internal model that generate a 
distribution of exposures to counterparty credit risk, that is, the bank shall 
demonstrate to the satisfaction of the Registrar that for at least one year prior to 
the bank's application for approval to use the internal model method the bank 
has implemented a model. 

(i) that calculates the clistributions of exposures upon which the bank's EPE 
calculation is based; 

(ii) that broadly meets the minimum requirements specified in subregulation 
(8) above. 

(c) shall have in place an Lidependent risk control unit that complies with the 
relevant requirements spe8:ified In subregulatiori (8)(b) above; 

(d) shall demonstrate to the satisfaction of the P.egistrar- 

(i) that in addition to EPE which is a measure of future exposure, the bank 
measures and manages current exposure, gross and net of collateral held; 
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(ii) that the bank is able to measure counterparty exposure out to the life of all 
relevant contracts in a netting setand not just to a one year horizon, that is, 
the bank, for example, has procedures in place to identify and control the 
risks relating to counterparties in respect of which exposure rises beyond 
the one-year horizon; 

(iii) that the bank is able to monitor and control the bank's exposure to 
counterparty credit risk; 

(iv) that any forecasted increase in exposure beyond a one-year horizon 
constitutes an input into the bank's internal economic capital model. 

(e) shall implement a time profile of forecasting horizons that duly reflects the time 
structure of future cash flows and the maturity of the contracts that expose the 
bank to counterparty credit risk provided that- 

(i) although the bank may not be required to estimate or report expected 
exposure on a daily basis, the bank shall have the system capability to 
estimate expected exposure or EE daily when necessary; 

(ii) based on materiality and the composition of the bank's exposure, the bank, 
for example, may compute EE on a daily basis for the first ten days, once a 
week out to one month, once a month out to eighteen months or once a 
quarter out to five years and beyond five years. 

(10) Counterpatty credit risk: operational requirements relating to stress testing 

As a minimum, a bank that wishes to adopt the internal model method for the 
measurement of the bank's exposure to counterparty credit risk shall have in place a 
robust stress-testing process, which stress-testing process, amongst other things, shall 
comply with the minimum requirements specified in subregulation (8)(f) above. 

(I I) Counterpatty credit risk: operational requirements relating to the identification of wrong- 
way risk 

As a minimum, a bank that wishes to adopt the internal model method for the 
measurement of the bank's exposure to counterparty credit risk shall have in place 
policies, processes and procedures to identify, monitor and control cases of material- 

(a) general wrong-way risk, that is, when the probability of default of a counterparty 
is positively correlated with general market risk factors; and 

(b) specific wrong-way risk, that is, when future exposure relating to a specific 
counterparty is expected to be high when the counterparty's probability of default 
is high, which situation may arise when a company, for example, write put 
options in respect of its own stock, 

which policies, processes and procedures shall be adequate to monitor and control the 
relevant risk from the inception of the transaction and during the life of the said 
contract. 
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(12) Counterparty credit risk: further r perational requirements relating to internal controls and 
the integrity of the bank's modellmg process 

As a minimum, a bank that ~ ishes to adopt the internal model method for the 
measurement of the bank's expcsure to counterparty credit risk- 

(a) shall have in place a robust internal model that calculates, amongst other things, 
expected positive exposurf! or EPE- 

(i) which model shall reflect transaction terms and specifications in a timely, 
complete and conservative manner- 

(A) which terms may include- 

(i) the notional amounts of contracts; 

(ii) the maturity of transactions, contracts or agreements; 

(iii) any relevant reference asset; 

(iv) any collateral threshold amount; 

(v) any rele!lant margining arrangement or agreement; 

(vi) any relevant netting arrangement or agreement; 

(6) which terms a i d  specifications shall reside in a secure database that 
is subject to formal and periodic audit; 

(C) the transmission of which transaction terms and specifications to the 
bank's internal model shall be subject to internal audit. 

(li) which model, amongst other things, shali contain and apply current market 
data in order to calc~rlate current exposures, which data- 

shall cover a full range of economic conditions, such as a full 
business cycle ; 

shall be acquired independently from all relevant lines of business or 
business units 

shall be captured in a timely and complete manner; 

shall be maintained in a secure database subject to formal and 
periodic audit; 

shall be subje1:t to a robust data integrity process in order to ensure 
that the data does not contain erroneous and/or anomalous 
observations; 
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Provided that- 

(i) when the bank uses historical data in order to estimate volatility 
and correlations, the bank shall use no less than three years of 
historical data, which data shall be updated quarterly or more 
frequently when warranted by market conditions; 

(ii) to the extent that the bank's internal model relies on proxy 
market data, for example, in the case of new products where 
three years of historical data may not be available, the bank 
shall have in place internal policies that identify suitable proxy 
market data and the bank shall demonstrate empirically to the 
satisfaction of the Registrar that the said proxy market data 
provides a conservative estimation of the underlying risk under 
adverse market conditions; 

(iii) when the bank's internal model includes the effect of collateral 
on changes in the market value of a netting set, the bank shall 
have available adequate historical data to model the volatility in 
the value of the said collateral. 

(iii) which EPE model and any modifications made to the model shall be 
subject to a robust internal model validation process, which model 
validation process- 

(A) shall be duly articulated in the bank's policies and procedures; 

(B) shall specify the type of testing required in order to ensure model 
integrity; 

(C) shall identify conditions under which assumptions made may be 
violated, resulting in an understatement of EPE; 

(D) shall include a review of the comprehensiveness of the bank's EPE 
model, including whether or not the EPE model sufficiently covers all 
products that may have a material impact on the bank's exposure to 
counterparty risk; 

(E) shall comply with the additional requirements specified in 
subregulation (8)(e). 

(b) shall have in place a robust process for the recognition of any netting 
arrangement or agreement, which netting arrangement or agreement- 

(i) shall be subject to signoff by legal staff of the bank in order to verify the 
legal enforceability of the relevant netting arrangement or agreement; 

(ii) shall be captured into the relevant database by an independent unit. 
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(c) shall have in place a formal reconciliation process between the bank's internal 
model and its source datcr systems in order to verify on an ongoing basis that 
transaction terms and specifications are duly reflected in the bank's calculation of 
EPE. 

(13) As a minimum, a bank that engages in trading activities shall implement a risk- 
management framework for the pruder~t valuation of positions held in the bank's trading book, 
which risk-management framework s h ~  II include the key elements specified below. 

(a) Systems and controls 

A bank shall establish and maintain adequate systems and controls in respect of 
its trading activities, which systems and controls- 

(i) shall be integrated with other risk management policies, procedures, 
processes and syste ns, such as credit analysis, within the bank; 

(ii) shall be sufficient to ensure that the bank's valuation estimates are prudent 
and reliable; 

(iii) shall be based on duly documented policies and procedures for the 
process of valuatio~i, which documented policies and procedures shall 
include- 

(A) duly defined responsibilities of the various areas involved in the 
determination of valuations; 

(B) the sources of market information to be used and the review of their 
appropriateness; 

(C) the frequency of independent valuation; 

(D) the timing of closing prices; 

(E) matters relatintl to adjustments in respect of valuations; 

(F) matters relating to verification. 

(iv) shall be subject to clear and independent reporting lines, that is, 
independent from thc front office, which reporting line ultimately shall be to 
an executive director of the bank. 
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(b) Valuation methodologies 

(i) Marking to market 

Based on readily available close out prices, which close out prices shall be 
sourced independently, a bank shall mark all positions held in the bank's 
trading book to market as often as possible, but not less frequently than at 
the close of business of every day or when the closing price of a particular 
position or market is published, provided that unless the bank is a 
significant market maker in a particular instrument and the bank is in a 
position to close positions out at mid-market prices, the bank shall use the 
more prudent side of bidloffer prices. 

(ii) Marking to model 

When a bank is unable to mark positions held in the bank's trading book to 
market, the bank may use a mark-to-model approach, that is, valuations 
are benchmarked, extrapolated or otherwise calculated from a market 
input, provided that- 

(A) the senior management of the bank shall be aware of the elements of 
the trading book that are subject to mark-to-model valuations and 
shall understand the uncertainty that may exist in the reporting of the 
risk or performance of the bank; 

(B) the bank- 

(i) shall source market input as frequently as possible; 

(ii) shall use generally accepted valuation methodologies relating 
to particular products as frequently as possible; 

(iii) shall have in place formal change control procedures and a 
secure copy of the model, which copy of the model shall be 
maintained and periodically used to check all relevant 
valuations; 

(C) when the model was developed internally by the bank, the model- 

(i) shall be based on appropriate assumptions, which assumptions 
shall be assessed by duly qualified persons who shall be 
independent from the development process; 

(ii) shall be approved independently from the front office; 

(iii) shall be independently tested. 

(D) the model shall be subject to periodic review to determine the 
accuracy of its performance, including an analysis of profit and loss 
against the risk factors and a comparison of actual close out values 
to model outputs. 
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(iii) Independent price verification 

By way of independent price verification, a bank shall regularly but not less 
frequently than onct: a month, verify market prices and model inputs for 
accuracy, which independent price verification in respect of market prices 
or model inputs- 

(A) shall be performed by a unit independent from the dealing room; 

(B) shall be used- 

(i) to identif / any errors or biases in pricing; 

(ii) to eliminiate any inaccurate adjustments to valuations. 

(14) A bank that wishes- 

(a) to adopt the internal model market-based approach for the measurement of the 
bank's exposure arising frcm equity instruments held in the bank's banking book- 

(i) shall have in place board approved policies, procedures and controls in order 
to ensure the integ'ity of the model and the modelling process used to 
measure the bank'; exposure to risk, which board approved policies, 
procedures and cont -01s shall he adequate- 

(A) to ensure a complete integration of the internal model into the bank's 
overall management information systems, particularly in respect of 
the ongoing management of the bank's banking book equity portfolio, 
including a cor~plete integration in oder- 

(i) to detern~ine investment hurdle rates; 

(ii) to evaluz te alternative investments; 

(iii) to measllre and assess the performance of the bank's equity 
portfolio, including the risk-adjusted performance; 

(iv) to allocale economic capital to equity positions; 

(v) to evaluz te the bank's capital adequacy, 

provided that the bank shall by way of, for example, investment 
committee mir utes, demonstrate to the satisfaction of the Registrar 
that output frc'm the internal model plays an essential role in the 
bank's investrrent management process 

(B) to ensure that Ihe bank's internal model has good predictive power and 
will not produce materially incorrect capital requirements; 
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(C) to establish a rigorous statistical process, including out-of-time and 
out-of-sample performance tests, in order to validate the bank's 
selection of explanatory variables; 

(D) to ensure that all elements of the internal modelling process, including 
systems, procedures and control functions, are subject to adequate 
periodic independent review, which independent review, as a 
minimum- 

(i) shall assess the approval process relating to any revision of the 
model; 

(ii) shall validate any proxies and mapping techniques used by the 
bank; 

(iii) shall assess the accuracy, completeness and appropriateness 
of model input and output; 

(iv) shall ensure that the model remains relevant based on the 
bank's equity portfolio and external conditions; 

(v) shall be adequate to detect and limit potential model 
weaknesses; 

(vi) shall be based on well established model review standards; 

(vii) may be conducted as part of the bank's internal or external 
audit programmes by an independent risk control unit or an 
external third party; 

(E) to monitor investment limits and risk exposures; 

(F) to ensure that the unit(s) responsible for the design and application of 
the model is functionally independent from the unit(s) responsible for 
the management of individual investments; 

(G) to ensure that the persons responsible for any aspect of the 
modelling process are adequately qualified; 

(ii) shall have in place a robust system in order to validate the accuracy and 
the consistency of the bank's internal model and the modelling process, 
including the input and the output of the model, which robust system and 
validation process- 

(A) shall be adequate- 

(i) to assess the performance of the bank's internal model and 
modelling processes in a consistent and meaningful manner; 

(ii) by way of backtesting, to regularly compare actual realised and 
unrealised gains and losses with modelled estimates; 
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(iii) to demo,~strate that the bank's actual returns are within the 
expected range for the portfolio and individual holdings; 

(iv) to backt3st volatility estimates and the appropriateness of 
proxies used in the model; 

( 0 )  shall make use of external data sources, which external data 
sources- 

(i) shall be appropriate for the bank's equity portfolio; 

(ii) shall be ~rpdated on a regular basis; 

(iii) shall c o w  a relevant observation period; 

(C) shall be based on- 

(i) sufficiently long data histories, which data histories- 

(aa) shall include a range of economic conditions; 

(bb) shall preferably include one or more complete business 
cyt les; 

(ii) appropri;~te databases of actual returns and modelled 
estimate ;; 

(iii) methods and data that are consistent through time. 

(iii) shall duly document all material elements of the bank's internal model and 
modelling process, vthich documentation- 

shall include matters relating to the design and the operational details 
of the internal   nod el; 

shall provide i3 detailed outline of the theory, assumptions andlor 
mathematical and empirical basis of the parameters, variables, and 
data source(s) used; 

shall clearly indicate the circumstances under which the model does 
not work effectively; 

shall include t te  methods and data used in any comparison between 
actual realisetl and unrealised gains and losses, and modelled 
estimates: 

shall clearly i nha te  the use of explicit and assumptions relating to 
implicit correliltions, which correlations shall be supported by 
empirical analysis; 
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shall be updated on a regular basis, but not less frequently than once 
a year; 

shall comprehensively deal with any changes in respect of the 
internal model, the estimation method, data, data sources and 
periods covered; 

shall be adequate to demonstrate the bank's compliance with the 
prescribed minimum quantitative and qualitative requirements 
envisaged in regulation 23(1 l)(b)(vii); 

shall duly address matters relating to- 

(i) the application of the model to different segments of the 
portfolio; 

(ii) estimation methodologies; 

(iii) the responsibilities of persons involved in the modelling 
process; 

(iv) the model approval and model review processes; 

(v) the rationale for the bank's choice of a particular methodology; 

(vi) the history of major changes in the model over time; 

(vii) any changes made to the modelling process subsequent to 
supervisory review; 

(viii) proxies, mapping techniques or processes used by the bank 
during the modelling process, including all relevant and material 
factors relating to- 

(aa) business lines; 

(bb) balance sheet characteristics; 

(cc) geographic location; 

(dd) company age; 

(ee) industry sector and subsector; 

(ff) operating characteristics; 
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(iv) shall in all cases in which the bank maps individual positions to proxies, 
market indices or risl: factors- 

(A) ensure that the said mapping is plausible, intuitive, appropriate and 
conceptually sound; 

(B) perform rigororrs analysis in order to demonstrate to the satisfaction 
of the Registrar that the said proxies and mappings are relevant 
based on histc rical economic and market conditions and the bank's 
underlying porlfolio; 

(C) demonstrate that the said proxies are robust estimates of the 
potential risk oF the bank's underlying exposure. 

(v) shall have in plase a rigorous and comprehensive stress-testing 
programme in respect of the bank's internal model and estimation 
procedures, which slress-testing process- 

(A) shall include hypothetical or historical scenarios in order to reflect 
worst-case 1osm;es in respect of the bank's equity positions; 

(B) shall provide comprehensive information relating to the effect of tail 
events beyond the level of confidence specified in respect of the 
internal model approach. 

(b) to adopt the internal models approach for the measurement of the bank's exposure 
to market risk arising from aositions held in the bank's trading book- 

(i) shall have in place all independent risk control unit, which risk control unit- 

(A) shall be re~po~isible for the design and implementation of the bank's 
risk management system; 

(6) shall produce snd analyse daily reports on the output of the bank's 
risk measurer? ent model, including an evaluation of the relationship 
between measures of risk exposure and trading limits; 

(C)  shall be functimally independent from all relevant business trading 
units: 

(D) shall report directly to the senior management of the bank; 

(E) shall conduct regular backtesting, that is, an ex-post comparison of 
the risk measL re generated by the bank's model against actual daily 
changes in pcrtfolio value over longer periods of time, as well as 
hypothetical changes based on static positions; 

(F) shall conduct t i e  initial and ongoing validation of the internal model, 
which validation process shall be conducted in accordance with the 
relevant requirr?ments specified in subparagraph (ix) below; 
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(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(vii) 

(viii) 

(G) shall control the integrity relating to input data; 

(H) shall validate prices supplied by business units; 

(I) shall be adequately staffed; 

shaH ensure the active involvement and oversight of the bank's board of 
directors and senior management in the bank's risk control processes; 

shall regard risk control as an essential aspect of the bank's business; 

shall devote adequate resources to the bank's risk control unit and risk 
control processes; 

shall ensure that the daily reports prepared by the independent risk control 
unit are reviewed by a level of senior management with sufficient authority 
to enforce both reductions of positions taken by individual traders and 
reductions in the bank's overall risk exposure; 

shall ensure that the senior management of the bank is aware of the 
limitations and assumptions made in respect of the said internal model and 
the impact that such limitations and assumptions may have on the output of 
the model; 

shall have in place a robust risk measurement model, which model- 

(A) shall be closely integrated into the day-to-day risk management 
processes of the reporting bank and the output of which model shall 
form an integral part of the process of planning, monitoring and 
controlling the bank's exposure to market risk; 

(6) shall be used in conjunction with internal trading and exposure limits 
in a manner that is consistent over time and that is well understood 
by traders and the senior management and relevant line functions of 
the reporting bank; 

shall have in place a routine and rigorous process or programme of stress 
testing, the results of which stress testing- 

(A) shall be duly documented; 

(B) shall periodically be reviewed by the senior management of the bank; 

(C) shall be used in the bank's internal assessment of capital adequacy; 

(D) shall be duly reflected in the bank's policies and limits set by 
management and the bank's board of directors, 
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Provided that when Ihe bank's stress tests reveal particular vulnerability to 
a particular set of ~:ircumstances, the bank shall take appropriate and 
prompt action in ortler to manage and control the relevant risks, which 
action may include hadging against a particular outcome, reducing the size 
of the bank's expos.Jres or increasing the amount of capital and reserve 
funds. 

(ix) shall have in place robust processes in order to ensure adequate validation 
of the bank's relev~nt models by suitably qualified persons independent 
from the development process, which validation- 

(A) shall ensure that all relevant and material risks are duly captured; 

( 8 )  as a minimum, shall be conducted- 

(i) when the model is initially developed; 

(ii) when any significant changes are made to the model; 

(iii) on a pe8.iodic basis but especially when significant structural 
changes in the market or in the composition of the bank's 
portfolio :ook place, which changes might result in the model no 
longer being adequate; 

(C) shall in appropriate cases ensure compliance with the relevant 
requirements relating to specific: risk, specified in regulation 28(8); 

(D) shall not be lirriited to backtesting; 

(E) as a minimum, shall include- 

(i) tests to demonstrate that any assumptions made within the 
internal model are appropriate and do not underestimate risk, 
including relevant tests relating to- 

(aa) the assumption of a normal distribution; 

(bb) the use of the square root of time to scale from a one day 
holding period to a ten day holding period; 

(cc) the use of extrapolation or interpolation techniques; 

(dd) the bank's pricing models; 

(ii) tests dui-ing which hypothetical changes in portfolio value is 
used when end-of-day positions remain unchanged, which tests 
therefore shall exclude fees, commissions, bid-ask spreads, net 
interest illcome and intra-day trading; 
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tests conducted for periods longer than what is otherwise 
required in the bank's process of backtesting, which longer time 
period may improve the power of the backtesting process, 
provided that a longer time period may not be desirable when 
the bank's VaR model or market conditions have changed to an 
extent that makes historical data irrelevant or less relevant; 

tests based on confidence intervals other than the 99 per cent 
interval required in respect of quantitative standards specified 
in regulation 28(8)(e); 

the use of hypothetical porffolios in order to ensure that the 
bank's model is able to account for particular structural features 
that may arise such as- 

when data histories for a particular instrument do not 
meet the quantitative standards specified in regulation 
28(8) and the bank has to map positions to proxies, in 
which case the bank shall ensure that the proxies 
produce conservative results under relevant market 
scenarios; 

ensuring that material basis risks are duly captured, 
which may include mismatches between long and short 
positions by maturity or by issuer; 

ensuring that the model captures concentration risk that 
may arise from an undiversified porffolio. 

shall have in place a routine for ensuring the bank's continued compliance 
with a documented set of internal policies, controls and procedures 
concerning the operation of the bank's risk measurement system; 

shall duly document the bank's risk measurement system, for example, by 
maintaining an updated risk management manual that describes the basic 
principles of the risk management system and provides an explanation of 
the empirical techniques used to measure the bank's exposure to market 
risk; 

shall conduct an appropriate independent review of the bank's risk 
measurement system, for example, as part of the bank's internal auditing 
process, which review- 

(A) shall include the activities of the relevant business trading units, the 
independent risk control unit and the bank's overall risk management 
process; 

(8) shall be conducted at regular intervals but not less frequently than 
once a year; 
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(C) as a minimum shall include- --. 

(i) the adequacy of documentation relating to the bank's risk 
management policies, system and processes; 

(ii) the orga ~isation of the risk control unit; 

(iii) the int~gration of market risk measures into daily risk 
manage nent; 

(iv) the approval process relating to all relevant risk pricing models 
and valuation systems used by front and back-office personnel; 

(v) the validation of any significant changes made in respect of the 
bank's risk measurement process: 

(vi) the scope of market risk and market risk factors captured by 
the risk ~neasurement model; 

(vii) the intec rity of the bank's management information system; 

(viii) the accllracy and completeness of relevant market variables 
and pos tion data; 

(ix) the verilication of the consistency, timeliness and reliability of 
data sources used to operate the internal model, including the 
indepen'jence of the said data sources; 

(x) the accuracy and appropriateness of volatility and correlation 
assumpl ions; 

(xi) the accuacy of valuation and risk transformation calculations; 

(xii) the verification of the model's accuracy through frequent 
backtesiing. 

(15) As a minimum, a bank that wishes to adopt the advanced measurement approach for 
the calculation of the bank's capital rc.quirement relating to operational risk- 

(a) shall have in place an independent operational risk management function, which 
operational risk management function shall be responsible for- 

(i) the development of- 

(A) policies and p-ocedures relating to operational risk management and 
control, includ ng policies to address areas of non-compliance, which 
policies ultimately shall be approved by the bank's board of directors; 

(B) strategies to identify, measure, monitor and control or mitigate the 
bank's exposure to operational risk. 
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(ii) the design and implementation of- 

(A) a methodology for the measurement of the bank's exposure to 
operational risk; 

(8 )  the bank's operational risk management framework; 

(C) a risk-reporting system relating to operational risk; 

shall have in place an internal operational risk measurement system- 

(i) which operational risk measurement system- 

(A) shall be closely integrated into the day-to-day risk management 
processes of the bank; 

(B) shall be subject to regular validation and independent review, which 
validation and independent review shall include verification that the 
internal validation processes are operating in a satisfactory manner 
and that data flows and processes associated with the risk 
measurement system are transparent and accessible; 

(ii) the output of which system shall form an integral part of the process to 
monitor and control the bank's exposure to operational risk, including 
internal capital allocation and risk analysis; 

shall have in place techniques- 

(i) to allocate capital to major business units, which allocation shall be based 
on operational risk; 

(ii) to create incentives to improve the management of operational risk 
throughout the bank; 

shall on a regular basis report its exposure to operational risk, including material 
losses suffered in respect of operational risk, to the management of the bank's 
business units, the senior management of the bank and the bank's board of 
directors: 

shall have in place adequate measures to take appropriate action, including in 
cases of non-compliance with internal policies, controls and procedures; 

shall duly document the bank's operational risk management system; 

shall have in place a process to ensure compliance with the bank's documented 
set of internal policies, controls and procedures concerning the operational risk 
management system; 
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(h) shall have in place a r3bust operational risk management process, which 
operational risk managerrlent process shall be subject to regular review by the 
bank's internal andlor ext3rnal auditors, which review shall include the activities 
of- 

(i) the relevant business units; 

(ii) the independent OPE rational risk management function. 

(16) Based on and without derogating from the requirements specified in subregulations (1) to 
(15) above, a bank's policies, processes and procedures relating to governance, effective risk 
management, adequate capital and internal controls shall contain the key features specified 
below. 

(a) Board and senior management oversight 

Since a sound risk mana.jement process provides the basis for ensuring that a 
bank maintains adequate capital, the board of directors of a bank- 

( i )  shall set the bank's iolerance for risk; 

(ii) shall ensure that the senior management of the bank- 

(A) establishes a risk framework in order to assess and appropriately 
manage the vilrious risk exposures of the bank; 

(B) develops a system to relate the bank's risk exposures to the bank's 
capital and reserve funds; 

(C) establishes a method to monitor the bank's compliance with internal 
policies; 

(D) effectively ccmrnunicates all relevant policies and procedures 
throughout the bank; 

(iii) 'shall adopt and supl~ort strong internal controls; 

(iv) shall ensure that t t~e  bank has in place appropriate written policies and 
procedures; 

(v) shall ensure that the' bank has in place an appropriate strategic plan, which 
strategic plan, as a ~ninimurn, shall duly outline- 

(A) the bank's cagdtal needs; 

(B) the bank's anticipated capital expenditure; 

(C) the bank's desired level of capital. 



STAATSKOERANT, 1 JANUARIE 2008 No. 30629 699 

(b) Sound capital assessment 

As a minimum, a bank shall have in place a sound capital assessment process, 
which capital assessment process- 

(i) shall include board approved policies and procedures designed to ensure 
that the bank identifies, measures, and reports all material risk exposures; 

(ii) shall include all material risk exposures incurred by the bank, including the 
risks referred to in subregulation (3); 

Although a bank may not be able to accurately measure all risk exposures, 
the bank shall develop and implement an appropriate framework and 
process to estimate the key elements of the bank's material risk exposures. 

(iii) shall relate the bank's capital and reserve funds to the level of risk incurred 
by the bank; 

(iv) based on the bank's strategic focus and business plan, shall clearly state 
the bank's objectives in respect of capital adequacy and risk exposure; 

(v) shall promote the integrity of the bank's overall risk-management process 
by way of internal controls and appropriate internal and external reviews 
.and audit. 

(c) Monitoring and reporting 

(i) As a minimum, a bank shall establish and maintain an adequate system- 

(A) to monitor and report the bank's exposures to risk; 

(B) to assess the impact of the bank's changing risk profile on the bank's 
capital position. 

(ii) The board of directors of a bank or a board-appointed committee shall 
receive regular reports, which reports shall be sufficiently detailed to allow 
the said board of directors or board-appointed committee- 

(A) to evaluate the level and trend of material risk exposures and the 
impact of the risk exposures on the bank's capital adequacy; 

(B) to determine whether the bank maintains sufficient capital against the 
various risk exposures and complies with the bank's established 
objectives relating to capital adequacy; 

(C)  to make timely adjustments to the bank's strategic plan. 
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(iii) The senior managc ment of a bank shall receive regular reports, which 
reports shall be sufficiently detailed to allow the senior management of the 
bank- 

(A) to consider the matters specified in subparagraph (ii) above; 

(B) to evaluate the sensitivity and reasonableness of key assumptions 
used in the ca i ta l  measurement system; 

(C )  to assess the bank's future capital requirements based on the bank's 
reported risk F rofile. 

(d) Internal control review 

(i) A bank shall estzblish and maintain an appropriate internal control 
structure in order tc monitor the bank's continued compliance with internal 
policies and proced~~res. 

(ii) As a minimum, a bank shall conduct periodic reviews of its risk 
management proce:;ses, which periodic reviews- 

(A) shall be adeqt~ate to ensure- 

the integ rity, accuracy, and reasonableness of the processes; 

the appropriateness of the bank's capital assessment process 
based on the nature, scope and complexity of the bank's 
activities; 

the time y identification of any concentration risk; 

the acclracy and completeness of any data inputs into the 
bank's capital assessment process; 

the reasonableness and validity of any scenarios used in the 
capital assessment process; 

that the bank conducts appropriate stress testing; 

(6) shall ensure the appropriate involvement of internal and external 
audit. 

(17) On an ongoing basis, the overall effectiveness of the processes relating to corporate 
governance, internal controls, risk mmagement, capital management and capital adequacy 
shall be monitored, amongst other thirgs, by the bank's board of directors. 
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(18) The board of directors of a bank or a committee appointed by the board for such 
purpose- 

(a) shall at least once a year assess and document whether the processes relating to 
corporate governance, internal controls, risk management, capital management 
and capital adequacy implemented by the bank successfully achieve the objectives 
specified by the board; 

(b) shall at the request of the Registrar provide the Registrar with a copy of the report 
compiled by the board of directors or committee in respect of the adequacy of the 
processes relating to corporate governance, risk management, capital 
management and capital adequacy. 

(1 9) In addition to the reports referred to in regulations 40(4) and 46, the external auditors of a 
bank shall annually review the process followed by the board of directors in assessing the 
corporate governance arrangements, including the management of risk and capital, and the 
assessment of capital adequacy, and report to the Registrar whether any matters have come 
to their attention to suggest that they do not concur with the findings reported by the board of 
directors provided that when the auditors do not concur with the findings of the board of 
directors, they shall provide reasons therefor. 

(20) The provisions of subregulations (1) to (19), insofar as they are relevant, shall mutatis 
mutandis apply to any controlling company. 

40. Guidelines relating to conduct of directors 

(1) Every director of a bank or controlling company shall acquire a basic knowledge and 
understanding of the conduct of the business of a bank and of the laws and customs that 
govern the activities of such institutions. Although not every member of the board of directors 
of a bank or controlling company is required to be fully conversant with all aspects of the 
conduct of the business of a bank, the competence of every director of a bank shall be 
commensurable with the nature and scale of the business conducted by that bank and, in the 
case of a director of a controlling company, as a minimum, shall be commensurable with the 
nature and scale of the business conducted by the banks in the group. 

(2)  All directors and executive officers of a bank or controlling company shall perform their 
functions with diligence and care and with such a degree of competence as can reasonably be 
expected from persons holding similar appointment and carrying out similar functions as are 
carried out by the relevant director or executive officer provided that none of the provisions or 
requirements contained or specified in these Regulations, including this regulation 40, shall be 
construed as derogating from any other relevant provision or requirement relating to directors 
and executive officers that may be contained or specified in any other relevant law. 

(3) In view of the fact that the primary source of funds administered and utilised by a bank in 
the conduct of its business is deposits loaned to it by the general public, it shall be the duty of 
every director and executive officer of a bank to ensure that risks that are of necessity taken by 
such a bank in the conduct of its business are prudently managed. 
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(4) The- 

directors of a bank shall ar~nually report to the Registrar whether or not: 

the bank's internal controls- 

(A)  provide reasor~able assurance as to the integrity and reliability of the 
bank's financi~ l statements; and 

(6) safeguard, ver fy and maintain accountability of the bank's assets; 

the internal controls are based on established policies and procedures and 
are implemented by trained, skilled personnel, whose duties are duly 
segregated; 

adherence to the implemented internal controls is continuously monitored by 
the bank; 

all bank employees are required to maintain high ethical standards, thereby 
ensuring that the bank's business practices are conducted in a manner that 
is above reproach; 

anything came to th?ir attention to indicate that any material malfunction, as 
defined and documc:nted by the board of directors, which definition shall be 
submitted to the Re!gistrar, in the functioning of the aforementioned controls, 
procedures and systams has occurred during the period under review. 

directors of a bank shall annually report to the Registrar that there is no reason to 
believe that the bank will not be a going concern in the year ahead, and should 
there be reason to believe so, such reason shall be disclosed and explained. 

directors of a bank shall submit the reports on the internal controls and going- 
concern aspect of the k n k  within 120 days after the financial year-end of the 
bank. 

external auditors of a bank shall annually report to the Registrar whether or not 
they concur with the rep0 ts mentioned in paragraphs (a) and (b) above provided 
that when the external auditors do not concur with such reports, they shall provide 
reasons therefor. 

(5) The provisions of subregulation (4) shall mutatis mutandis apply to any controlling 
company. 

(6) For the purposes of this regulation, "director" includes an alternate director. 
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Composition of the board of directors of a bank or controlling company 

The chairperson of the board of directors of a bank shall not be an employee of- 

(a) the bank; 

(b) any of the subsidiaries of the bank; 

(c) the controlling company of the bank; or 

(d) any subsidiary of the controlling company. 

The chairperson of the board of directors of a bank shall not be a member of the audit 
committee of- 

(a) the bank; or 

(b) the controlling company of the bank. 

The chairperson of the board of directors of a controlling company shall not be an 
employee of- 

(a) the controlling company; or 

(b) any bank in respect of which that company is registered as a controlling company. 

The chairperson of the board of directors of a controlling company shall not be a member 
of the audit committee of- 

(a) the controlling company; or 

(b) any bank in respect of which that company is registered as a controlling company. 

Except when the Registrar, in view of special circumstances pertaining to a particular 
bank, grants consent to a deviation from the provisions of this regulation in respect of 
that particular bank, at least two of the members of the board of directors of a bank shall 
be persons who are employees of that bank. 

Statement relating to attributes of serving or prospective directors or executive 
officers 

A duly completed statement and declaration in the form of a form BA 020, as prescribed 
in regulation 53, shall be submitted to the Registrar by the chairperson of the board, or the 
chairperson's duly appointed representative, or, in the case of a new bank, by the auditor, in 
respect of- 

(a) every person who for the first time accepts an appointment as a director or an 
executive officer of a bank or a controlling company at least 30 days prior to the 
appointment becoming effective; and 
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(b) every person who previously served as a director or executive officer of a bank or 
controlling company but a.bseque~tly resigned as such and is being reappointed 
as a director or executive vfficer of a bank or controlling company after a period of 
more than twelve months 5 ince the date ot resignation at least 30 days prior to the 
appointment becoming effc ctive; and 

(c) any serving director or executive officer of a bank or controlling company, at the 
request of the Registrar, in terms of section 1(?A)(c) of the Act. 

(2) For the purposes of this regulatic n, "related party" means any person (whether natural or 
juristic) over the business of which tht! director or executive officer can exercise a significant 
influence and which business underakes business ~ i t h  the relevant bank or controlling 
company to an extent that could rnate,ially inf!uence the asset base, profitability or risk profile 
of the said bank or controlling cornpan!: 
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BA 020 
When insufficient space is provided, please attach a separate sheet. 

STATEMENT BY INDIVIDUALS WHO ARE HOLDING, OR ARE PROPOSING TO HOLD, 
THE OFFICE OF A DIRECTOR OR EXECUTlVE OFFICER OF A BANK OR CONTROLLlNG 
COMPANY 

(Confidential and not available for inspection by the public) 

Name of institution in connection with which this questionnaire is being completed ("the 
institution"): 

............................................................................................................................................. 

Your surname: 

............................................................................................................................................. 

Your full forename(s): 

Former surname(s) and or forename(s) by which you may have been known: 

Please state in which capacity you are completing this questionnaire, that is, as a current 
or prospective director, an executive officer or combination of these. Please state your 
full title, and describe the particular duties and responsibilities attaching to the position(s) 
that you hold or will hold. If you are completing this form in the capacity of director, 
indicate whether, in your position as director, you have or will have executive 
responsibility for the management of the institution's business. In addition, please 
provide a copy of your curriculum vitae, unless it has already been provided: 

Residential address: 

............................................................................................................................................. 

Any previous residential address(es) during the past 10 years: 

............................................................................................................................................. 

Date and place of your birth (including town or city): 

Your nationality and how it was acquired (birth, naturalisation or marriage): 
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Name(s) and address(es) of your bankers during the past 10 years: 

Your professional qualifications and year in which they weie obtained: 

Your occupation and employmer t now and during the past 10 years, including the name 
of your employer in each case, tlie nature of the business, the position held and relevant 
dates: 

Of which bodies corporate (other than the instituticn) are you a director or an executive 
officer and since when? 

Do you have any direct or indirec:t interest representing 15 per cent or more of the issued 
capital of any body corporate (other than tlre instituiiorp) that is now registered, or that 
has applied for authorisation, unmler the Act? If so, give particulars: 

Of which bodies corporate othei than the instiruticrrl and those listed in reply to question 
13 above have you been a director or an executtve officer at any time during the past 10 
years? Give relevant dates: 

Do any of the bodies corporab! listed in reply to questions 12. 13, 14 and 15 above 
maintain a business relationsh~p with the instCutior~? If so, give particulars: 

Do you hold or have you ever keld or applied for a licence or equivalent authorisation to 
conduct any business activity in the Republic of South Africa ("the Republic") or 
elsewhere? If so, give particula s. If any such appiicaiion was refused or withdrawn after 
it was made or if any authorisati 3n was revoked, give particutars: 

Does any institution with whic 1 you are, or haw been, associated as a director or 
executive officer hold, or has it ever heid 9: ap~lisci for, a licence or equivalent 
authorisation to conduct any Iminess activity? 1f 30, give partculars. If any such 
application was refused, or wa; withdrawn after ii was made or if an authorisation was 
revoked, give particulars: 
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Have you at any time been convicted of any offence, excluding - 

(i) any offence committed when you were under 18 years, unless the same offence 
was committed within the last 10 years; 

(ii) any road traffic offence; or 

(iii) any political offence? 

If so, give particulars of the court by which you were convicted, the offence, the penalty 
imposed and the date of conviction: 

Have you, in the Republic or elsewhere, been censured, disciplined, warned as to future 
conduct, or made the subject of a court order at the instigation of any regulatory authority 
or any professional body to which you belong or belonged, or have you ever held a 
practising certificate subject to conditions? If so, give particulars: 

Have you, or has any body corporate, partnership or unincorporated institution with which 
you are, or .have been, associated as a director or executive officer, been the subject of 
an investigation, in the Republic or elsewhere, by or at the instigation of a government 
department or agency, professional association or other regulatory body? If so, give 
particulars: 

Have you, in the Republic or elsewhere, been dismissed from any office or employment, 
or been subject to disciplinary proceedings by your employer or been barred from entry 
to any profession or occupation? If so, give particulars: 

Have you failed to satisfy any debt adjudged due and payable by you, as a judgement- 
debtor under an order of a court in the Republic or elsewhere, or made any compromise 
arrangement with your creditors within the past 10 years? If so, give particulars: 

Have you ever been declared insolvent (either provisionally or finally) by a court in the 
Republic or elsewhere, or has a bankruptcy petition ever been served on you? If so, give 
particulars: 
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25. Have you, in connection with Ihe formation or mamgernent of any body corporate, 
partnership or unincorporated ir stitution, been adjudged by a court in the Republic or 
elsewhere civilly liable for any fi'aud, misfeasance or ather misconduct by you towards 
such a body or company or towards any members theceof? If so, give particulars: 

26. Has any body corporate, partnership or unincorporated institution with which you were 
associated as a director or executive officer, in the Republic or elsewhere, been wound 
up, made subject to an admiistration order, otherwise made any compromise or 
arrangement with its creditors or ceased trading, either while you were associated 
therewith or within one year aftel you ceased to be assxiated therewith, or has anything 
analogous to any of these events occurred under the laws of any other jurisdiction? If 
so, give particulars: 

27. Have you been concerned wiI<q the management or conduct of the affairs of any 
institution that, by reason of an) matter relating to a time when you were so concerned, 
has been censured, warned as to future conduct, disciplined or made the subject of a 
court order at the instigation of m y  regulatory authority in the Republic or elsewhere? If 
so, give particulars: 

28. In carrying out your duties will you be acting on the directions or instructions of any other 
individual or institution? If so, gble particulars: 

29. Do you, or does any related party of whom you are aware, undertake business with this 
institution? If so, give particulars: 

30. How many shares in the institutim are registered in your name or the name of a related 
party? If applicable, give name1 s) in which such shares are registered and the class of 
shares: 

31. In how many shares in the ins .itution (not being registered in your name or that of a 
related party) are related parties beneficially interested? 

32. Do you, or does any related ~~arty, hold any shares in the institution as trustee or 
nominee? If so, give particulars: 
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Are any of the shares in the institution mentioned in reply to questions 30, 31 and 32 
above equitably or legally charged or pledged to any party? If so, give particulars: 

In respect of which proportion of the voting power at any general meeting of the 
institution (or of another body corporate of which it is a subsidiary) are you or any related 
party entitled to exercise control? 

If the exercise of the voting power at any general meeting of the institution, or of another 
body corporate of which it is a subsidiary, is or may be controlled by one or more of your 
associates or any related party, give the proportion of the voting power so controlled in 
each case and the identity of each associate: 

Are you currently, or do you, other than in a professional capacity, expect to be, engaged 
in any litigation in the Republic or elsewhere? If so, give particulars: 

Do you have a basic knowledge and understanding of the risks to which banks are 
exposed? (Refer to Chapter Ill, regulation 39 of the Regulations relating to Banks, in this 
regard.) 

Do you, at all times while acting in your capacity as a director or executive officer of the 
institution, undertake- 

- to act in good faith towards the banklbanks in the group; 
- to avoid conflict between your other interests and the interests of the banwbanks in 

the group; and 
- to place the interest of the banwbanks in the group and the depositors above all 

other interests? 

Have you acquainted yourself with, and do you understand, the extent of the rights and 
powers, as well as your responsibilities and duties as a director of the institution, as 
contained in the applicable law? (To be completed only by directors or prospective 
directors.) 
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I, ................................................................................................. , hereby declare the following: 
This statement consists of ........................ pages, each signed by me. The content of this 
declaration is true to the best of my knowledge and belief. I am aware that should it be 
submitted as evidence and I know thttt something appears therein that I know to be false or 
believe not to be true, I may be liable to prosecution. 

I undertake that, as long as I continue :o be a director or executive officer of the institution, I will 
notify the Registrar of any material changes to, or affecting the completeness or accuracy of, 
the information supplied by me in items 1 to 39 as soon as possible, but in no event later than 
21 days from the day that the changes come to my attention. 

I know and understand the content of this declaratiorl. I have*ldo not have' objections to 
taking the prescribed oath'l affirmatior *. 
I consider the prescribed oath*/ affirm: tion* to be binding*lnot binding* on my conscience. 

..................................................................................................... SIGNATURE OF DEPONENT 

I certify that the above statement was taken by me and that the deponent has acknowledged 
that he'lshe' knows and understands i he conlent of this statement. This statement was sworn 
to'laffirmed' before me and the depo~~ent's signature was placed thereon in my presence at 
............................ on this .................... day of ........................................................ ( w - m m ) .  

....................................... 
COMMISSIONER OF OATHS 

FULL NAMES: ......................................................................................................................... 

EX OFFICIO: ......................................................................................................................... 

AREA: ........................................................................................................................ 

ADDRESS: ........................................................................................................................ 

' Delete whichever is not applicable 
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DECLARATION BY CHAIRPERSON OF INSTITUTION' 

I, the undersigned, ................................................................ , being chairperson of the board 

of directors of .................................................................................. , confirm that I have carefully 

studied all information supplied in this statement and, after discussion with the deponent 

................................ and all other members of the board, and after having taken into account 

any other information at my disposal or that has come to my attention, am of the opinion that 

the deponent ......................................... is fit and proper to take up office in this institution, with 

effect from ........................................... In the case of the appointment of a director, I confirm 

that there has been compliance with the appropriate conditions of the articles of association of 

the company. Similarly, in the case of the appointment of an executive officer, 1 confirm that 

there has been compliance with company policy. 

DECLARATION BY AUDITOR IN CASE OF NEW BANK' 

....................................................................................................... I, the undersigned, , being the 

auditor of ......................................................................................... , confirm that I have carefully 

studied all information supplied in this statement and, after discussion with the deponent 

................................ and all other members of the board, and after having taken into account 

any other information at my disposal confirm that nothing has come to my attention that causes 

me to believe that the deponent ......................................... is not fit and proper to take up office 

in this institution, with effect from ........................................... In the case of the appointment of 

a director, I confirm that there has been compliance with the appropriate conditions of the 

articles of association of the company. Similarly, in the case of the appointment of an 

executive officer, I confirm that there has been compliance with company policy. 

NAME ..................................................................................................................................... 

SIGNED ..................................................................................................................................... 

DATE ..................................................................................................................................... 

* 
Delete whichever is not applicable 
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43. Public disclosure 

(1) Subject to the provisions of sub.egulation (3), a bank shall disclose in its annual financial 
statements and other disclosures to the public, reliable, relevant and timely qualitative and 
quantitative information that enable users of that information, amongst other things, to make an 
accurate assessment of the bank's fi iancial condition, including its capital-adequacy position, 
and financial performance, business activities, risk profile and risk-management practices 
provided that- 

(a) the bank shall have in pkce a formal board approved policy relating to disclosure, 
which policy, as a minimu1 n- 

(i) shall specify the approach that the bank adopted in order to determine the 
materiality, nature md extent of information that will be disclosed to the 
public; 

(ii) shall be sufficiently lobust to ensure that the bank- 

establishes a ~ i d  maintains appropriate internal control processes and 
procedures r?lating to the qualitative and quantitative information 
disclosed to tt ~e public; 

assesses on a regular basis the appropriateness of information 
disclosed to tile public; 

establishes 2nd maintains an appropriate process to validate the 
information di ;closed to the public; 

regularly assesses the frequency and materiality of information 
disclosed to tl \e public; 

is able to ccntinuously determine the extent to which the required 
information rnay already be inciuded in the bank's accounting 
disclosure recluirements and to what extent the bank has to disclose 
information In addition to the bank's accounting disclosure 
requirements; 

(b) when compliance with the minimurn required information specified in 
subregulation (2) below i!, not sufficient to provide a true and fair presentation of 
the bank's financial condition, including its capital-adequacy position, and financial 
performance, business a:tivities, risk profi!e and risk-management practices, the 
bank shall disclose releva11 additional information; 

(c) the bank's annual financial statements and other disclosures to the public shall 
present or disclose eacl material item separately. Information is material if its 
omission or misstatement could change or influence the judgement or decision of a 
user relying on that information to take, amongst other things, economic or 
investment decisions; 
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the minimum required publicly disclosed information, amongst other things, shall 
be consistent with the manner in which the board of directors and the senior 
management of the bank assess and manage the bank's risk exposures; 

the bank shall on a regular basis, but not less frequently than- 

(i) once a year, disclose to the public qualitative information in respect of the 
bank's risk management objectives and policies, reporting system and 
general definitions; 

(ii) on a quarterly basis, disclose to the public quantitative information in 
respect of- 

(A) the bank's primary capital, including the bank's primary capital 
adequacy ratio; 

(B) the bank's total capital, including the bank's total capital adequacy 
ratio; 

(C) the components of capital; 

(0) the total required amount of capital and reserve funds; 

(E) any risk exposure or other item that is subject to rapid or material 
change, 

(iii) on a semi-annual basis, disclose to the public the qualitative and quantitative 
information, other than the information referred to in subparagraphs (i) and 
(ii) above, envisaged in subregulation (2) below, 

provided that, in all cases, the bank shall publish material information that are 
subject to rapid or material change as soon as possible; 

at the discretion of the management of the bank, the bank shall determine 
appropriate additional mediums and locations to disclose the required information 
to the public; 

the bank's disclosure to the public in terms of the provisions of this regulation 43- 

(i) shall be consistent with the bank's audited financial statements; 

(ii) shall be subject to appropriate internal control and verification; 

when the information required to be disclosed in terms of the provisions of this 
regulation 43 differs from any prescribed listing requirements or disclosure 
requirements in terms of Financial Reporting Standards, the bank shall in an 
appropriate manner explain any material differences between the said disclosure 
requirements; 
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(i) on prior written application )y the bank andlor subject to such conditions as may be 
specified in writing by the F.egistrar, the requirements of this regulation 43 place no 
duty on the bank to disclo:;e to the public proprietary or confidential information, 
that is- 

(i) information in respect of, for example, products or systems that, if shared 
with competitors, is likely to render the bank's investment in the said 
products or system!; less valuable or undermine the bank's competitive 
position; or 

(ii) information that is provided in terms of a legal agreement, which 
information is classif ed as confidentiai information; 

(j) except for information that forms part of a bank's audited financial statements as a 
result of requirements relahg to Financial Reporting Standards, unless otherwise 
specified in writing by the liegistrar, the required additional information that has to 
be disclosed by the bank to the public in terms of the provisions of this regulation 
43 may be, but is not requi~,ed to be, subject to external audit. 

(2) Without derogating from the plovisions of subregulation ( A ) ,  in accordance with the 
provisions of the framework for the prc?paration and presentation of financial statements, read 
with the relevant requirements of Finalicial Reporting Standards that may be issued from time 
to time, a bank shall, as a minimum, cisclose in its financial statements appropriate qualitative 
and quantitative information in respect of the broad categories of information specified below: 

(a) Scope of application 

A bank shall in respect of t  ie required- 

(i) qualitative informatio 1, disclose to the public- 

(A) the name(s) 01 the controlling company1 public company in the group 
structure to wt ich the requirements of the Regulations also apply; 

(B) any differencs between the manner in which entities are 
consolidated f3r accounting and regulatory purposes, with a brief 
description of ihe entities within the group- 

(i) that are lully consolidated; 

(ii) that are 1x0-rata consolidated; 

(iii) that are !;ubject to a deduction approach; 

(iv) from wh ch surplus capital is recognised as qualifying capital 
and reseive funds; 

(v) that are neither consolidated nor deducted, that is, the bank's 
investment in the entity is risk-weighted, 
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which entities shall include subsidiaries and significant minority equity 
investments in entities involved in- 

(aa) securities trading; 

(bb) insurance; 

(cc) other financial activities; 

(dd) commercial activities; 

(C) sufficiently detailed information in respect of any restrictions or other 
major impediments on the transfer of funds or qualifying capital within 
the banking group; 

(ii) quantitative information, disclose to the public- 

(A) in the case of a subsidiary that conducts insurance business, the 
aggregate amount of surplus capital recognised in the capital and 
reserve funds of the consolidated banking group, that is, for example, 
the difference between the amount invested in the insurance entity 
and the entity's regulatory capital requirement; 

.(B) in the case of a subsidiary in respect of which the invested amount is 
deducted from capital and reserve funds instead of being consolidated- 

(i) the aggregate amount relating to capital deficiencies, that is, the 
amount by which the subsidiary's capital requirement exceeds 
the invested amount; 

(ii) the name(s) of the said subsidiaries, 

provided that any capital deficiency that has been deducted on a group 
level in addition to the investment in the said subsidiary shall not be 
included in the aggregate amount relating to a capital deficiency; 

(C) in the case of an investment in an entity that conducts insurance 
business, which investment is risk-weighted instead of being deducted 
from capital and reserve funds or subject to an alternate method of 
consolidation in accordance with the provisions of regulation 36- 

(i) the aggregate amount, that is, the book value of the said 
investment; 

(ii) the name of the relevant entity; 

(iii) the country of incorporation or residence; 
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(iv) the proportion of ownership interest and, when different, the 
proportior, of voting rights in the said entity; 

(v) the quant tative impact in respect of qualifying capital and reserve 
funds as , 3  result of the investment being risk weighted instead of 
being dec ucted from capital and reserve funds. 

(b) Financial performance; 

(c) Financial position, includins- 

(i) capital adequacy; 

A bank shall in respe~:t of the required- 

(A) qualitative infcrmation, disclose to the public sufficiently detailed 
information in rsspect of the bank's approach to assess the adequacy 
of the bank's capital in order to support the bank's current and future 
activities; 

(6) quantitative information, disclose to the public- 

(i) the banks capital requirement in respect of credit risk, including 
sufficient y detailed information in respect of- 

(aa) portfolios subject to the standardised or simplified 
sta idardised approach, which disclosure shall be made in 
res?ect of each relevant credit portfolio; 

(bb) poitfolios subject to the IRE approaches, that is, portfolios 
su1,ject to the foundation IRB approach and portfolios 
sut jject to the advanced IRB approach, which disclosure 
sh;rll be made in respect of each relevant credit portfolio, 
inc uding: 

(i) exposures relating to corporate institutions, including 
exposures in respect of specialised lending not 
subject to the standardised risk grades, sovereigns 
and banks: 

(ii) residential mortgage exposure; 

(iii) qualifying revolving retail exposure; 

(iv: other retail exposure; 

(cc) thc bank's securitisation exposures; 
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the bank's capital requirement in respect of equity exposures 
subject to the IRE3 approach, that is- 

(aa) equity portfolios subject to the market-based approach, 
including- 

(i) equity portfolios subject to the simple risk-weight 
method; and 

(ii) equities held in the banking book, which equity 
positions are subject to the internal model approach; 

(bb) equity portfolios subject to the PDlLGD approach; 

in respect of positions held in the bank's trading book, the bank's 
capital requirement in respect of market risk, with separate 
disclosure in respect of exposures subject to- 

(aa) the standardised approach; 

(bb) the internal models approach; 

the bank's capital requirement in respect of operational risk, with 
separate disclosure in respect of- 

(aa) the basic indicator approach; 

(bb) the standardised approach; 

(cc) the advanced measurement approach; 

sufficiently detailed information in respect of the bank's total 
capital adequacy ratio and primary capital adequacy ratio, 
including the component relating to innovative capital 
instruments, in respect of- 

(aa) the controlling company; 

(bb) significant bank subsidiaries, either based on a stand-alone 
basis or sub-consolidated basis depending on the required 
manner of reporting in respect of the said subsidiaries. 

(ii) capital structure; 

A bank shall in respect of the required- 

(A) qualitative information, disclose to the public sufficiently detailed 
information relating to the terms and conditions of all capital 
instruments issued by the bank, particularly in respect of innovative, 
complex or hybrid capital instruments; 
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(B) quantitative information, disclose to the public the amount relating to- 

(i) primary xpital and reserve funds, including information in 
respect o :: 

(aa) paici-up share capital, including ordinary shares; 

(bb) resl ?we funds; 

(cc) mir ority interests in the equity of subsidiaries; 

(dd) 0th ?r instruments qualifying as primary share capital; 

(ee) surdus capital from insurance companies, calculated in 
accordance with the provisions of regulation 36(10); 

(ff) am ~unts deducted from primary share capital in respect of 
exrected losses that exceed the eligible provisions of a 
bar;k that adopted the IRB approach for the calculation of 
the bank's exposure to credit risk; 

(gg) othar amounts deducted from primary share capital, 
including goodwill and investments. 

(ii) secondaiy and tertiary capital; 

(iii) deductio~ls from the bank's secondary capital and reserve funds, 
and tertic ry capital; 

(iv) qualifyins, capital and reserve funds. 

(iii) liquidity. 

(d) Types of risk to which the I lank is exposed; 

In respect of each type of risk envisaged in regulation 39(3), that is, for example, 
credit risk, market risk, o ~erational risk, interest-rate risk in the bank's banking 
book or currency risk, a bank shall disclose sufficiently detailed information in 
respect of the bank's risk-management objectives and policies, including 
information in respect of- 

(i) the bank's strategies and processes; 

(ii) the structure and orc anisation of the relevant risk management functions; 

(iii) the scope and nature of the bank's risk reporting andlor risk-measurement 
systems; 

(iv) the bank's policies rAating to hedging andlor risk mitigation and the bank's 
strategies and processes in order to monitor the continued effectiveness of 
hedges or risk-mitig; tion instruments. 
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(e) Nature and extent of risk exposures, including- 

(i) credit risk; 

A bank shall in the case of- 

(A) credit risk exposures, excluding credit risk arising from positions held in 
equity instruments, disclose to the public the qualitative and 
quantitative information specified below: 

(i) Qualitative information 

A bank- 

(aa) shall in addition to the information specified in paragraph 
(d) above, disclose to the public sufficiently detailed 
information in respect of- 

(i) the bank's accounting definitions in respect of past 
due and impaired exposure; 

(ii) the approaches adopted by the bank in respect of 
credit impairment, including specific and portfolio 
impairment, and general allowance, as well as 
relevant information in respect of the statistical 
methods applied by the bank; 

(iii) the bank's credit risk management policy; 

(bb) that partially adopted either the foundation IRB or 
advanced IRB approach shall provide a description of the 
nature of exposures within each relevant portfolio that are 
subject to- 

(i) the standardised approach; 

(ii) the foundation IRB approach; 

(iii) the advanced IRB approach, 

and by which date the bank expects to adopt a particular 
IRB approach in respect of all its credit exposures. 
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(ii) Quantitat.ve information 

A bank- 

(aa) sh: ll in respect of its major types of credit exposure 
dis:lose to the public sufficiently detailed information 
rehting to- 

the aggregate amount of gross credit exposure after 
the effeci of set-off in accordance with the 
requirements of Financial Reporting Standards have 
been taken into consideration but before the effects 
of credit risk-mitigation techniques such as collateral 
or netting have been taken into account: 

the bank's average amount of gross exposure during 
the reporting period, which average gross exposure 
amount shall be calculated on a daily average basis, 
unless the exposure at the end of a particular 
reporting period in all material respects represents 
the average credit exposure amount during the said 
reporting period in which case the bank need not 
disclose the said average exposure amount provided 
that when the bank is unable to calculate an average 
exposure amount on a daily average basis the bank 
shall disclose to the public the basis on which it 
calculated such average exposure amounts; 

the geographical distribution of its credit exposures, 
which distribution shall be based on the relevant 
requirements specified in the form BA 210 and in 
regulation 24; 

the distribution of exposures based on industry or 
counterparty type; 

the maturity breakdown of the bank's credit portfolio, 
which maturity breakdown shall be based on the 
residual contractual maturity of the said exposures; 

(bb) st all in respect of each major industry, counterparty type or 
ge!ographical area disclose to the public sufficiently detailed 
in onnation in respect of the aggregate amount relating to - 

(i) impaired loans and past due loans, including an 
analysis of the ageing of past-due loans; 

(ii) any credit impairment, including any specific or 
portfolio impairment; 
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(iii) any specific or portfolio impairment raised and 
amounts written off during the current reporting 
period, 

provided that the bank shall separately disclose the 
unallocated portion of general allowances, that is, the 
portion of general allowances not allocated to a specific 
industry, counterparty or geographical area; 

(cc) shall provide a reconciliation of changes in specific 
impairment or portfolio impairment, or general allowance, 
which reconciliations shall include- 

(i) a description of the type of impairment or allowance; 

(ii) the relevant opening balance; 

(iii) amounts written off against the relevant specific 
impairment or portfolio impairment, or allowance, 
during the reporting period; 

(iv) amounts transferred to or reversed against the 
relevant specific impairment or portfolio impairment, 
or allowance, during the reporting period; 

(v) any other adjustments such as exchange rate 
differences, business combinations, acquisitions and 
disposals of subsidiaries, including transfers between 
the relevant specific impairment or portfolio 
impairment, or allowances; 

(vi) the relevant closing balance, 

provided that the bank shall separately disclose any 
amounts written off or recoveries that have been recorded 
directly in the income statement; 

(dd) shall in respect of each relevant credit portfolio disclose to 
the public the relevant amounts of exposure that are 
subject to- 

(i) the standardised approach; 

(ii) the foundation IRB approach; 

(iii) the advanced IRB approach. 
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(8) portfolios subjezt to the standardised approach or the standardised risk 
grades relatins to specialised lending in terms of the IRB approach 
specified in regulation 23(l?)(d)(iii), disclose to the public the 
qualitative and quantitative information specified below: 

(i) Qualitati~e information 

A bank shall in the case of credit portfolios subject to the 
standardised approach or the standardised risk grades relating to 
specialisc?d lending in terns of the IRB approach specified in 
regulatiol~ 23(l l)(d)(iii) disciose to the public sufficiently detailed 
information in respect of- 

(aa) the names of the external credit assessment institutions or 
exf ort credit agency used by the bank, and in the case of 
an!? changes made by the bank in respect of external credit 
aszessment institutions or export credit agencies, the 
reasons for such change; 

(bb) the types of exposure for which the bank uses a particular 
agt mcy; 

(cc) the process followed by the bank to assign publicly issued 
ratiigs to comparable assets ic the bank's banking book; 

(dd) an), mapping of exposures, that is, the alignment between 
the alphanumerical rating scale of each relevant rating 
agtmcy used by ths bank and the bank's relevant risk 
cat ?gories, unless the bank conducts its mapping of credit 
exF,osures in accordance with the mapping procedures 
s p  cified by the Registrar from time to time; 

(ee) the risk weights associated with a particular rating grade or 
risk category. 

(ii) Quantitatve information 

A bank sllall in the case of- 

(aa) exrosure subject to the standardised approach, separately 
disc:lose to the public- 

(i) the outstanding amounts after risk mitigation in 
respect of rated and unrated exposures relating to 
each relevant risk category; 

(ii) any exposure am~unt that is deducted from the 
bank's capital and reserve funds; 
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(bb) exposures subject to the standardised risk weights in terms 
of the IRB approach specified in regulation 23(11)(d)(iii) 
and equity exposures subject to the simple risk weight 
method, disclose to the public the aggregate outstanding 
amount in respect of each relevant risk category; 

(C) portfolios subject to one or both of the IRB approaches, that is, the 
foundation or advanced IRB approach, disclose to the public the 
qualitative and quantitative information specified below: 

(i) Qualitative information 

A bank- 

(aa) shall disclose to the public relevant information in respect 
of the approval granted by the Registrar for the bank to 
apply a particular IRB approach for the measurement of 
the bank's exposure to credit risk, including relevant details 
when the Registrar granted approval for a transition period 
to implement a particular IRB approach; 

(bb) shall provide sufficiently detailed information, that is, as a 
minimum, an explanation and review of- 

(i) the structure of the bank's internal rating systems 
and the relationship between internal and external 
ratings; 

(ii) the use by the bank of internal risk estimates other 
than for the calculation of the bank's capital 
requirement in terms of the IRB approach; 

(iii) the bank's process in order to manage and recognise 
credit risk mitigation instruments; 

(iv) the bank's control mechanisms in respect of its rating 
system, including information relating to matters such 
as independence, accountability and the review of 
the rating systems; 

(cc) shall provide separate descriptions in respect of the bank's 
internal rating processes relating to- 

(i) corporate exposure, including exposures to SMEs, 
specialised lending and purchased corporate 
receivables, and sovereign and bank exposure; 

(ii) equity exposure when the bank adopted the PD/LGD 
approach in respect of equity instruments held in the 
bank's banking book; 
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(iii) residential mortgage exposure; 

(iv) qualifying revolving retail exposure; 

(v) other retail exposure; 

whi:h description shall in the case of each portfolio include 
sum iciently detailed information in respect of- 

(a) the types of exposure included in the portfolio; 

(b) the defin!tions, methods and data used to 
estimate and validate the bank's PD ratios and 
in the case of portfolios subject to the 
advanced IRE approach, the LGD ratios andlor 
EAD ainounts, including any assumptions 
made by the bank in respect of the relevant risk 
companents, provided that the bank is not 
required to provide a detailed description of the 
model used by the bank; 

(c )  any apprmal obtained from the Registrar to 
deviate from the definition of default specified 
in reguiation 65, including information relating 
to the broad segments of the portfolio(s) 
affected by such a deviation(s). 

(ii) Quantitat ve information relating to the bank's assessment of risk 

A bank- 

(aa) s h ~ l l  in respect of each relevant portfolio other than retail 
exrosure specified in sub-item (i)(cc) above, disclose to the 
put lic the information specified below, which information 
shall be provided across a sufficient number of PD grades, 
incl~djng exposures that are in default, to provide a 
rnea3ningful distribution of risk provided that the information 
relzting to PD ratios, LGD ratios and EAD amounts shall 
refllxt the effects of eligible risk mitigation instruments and 
each PD grade shall include the exposure weighted 
average PD for a particular risk grade. 

(i) The total outstanding amount, that is, in the case of- 

(a) corporate, sovereign and bank exposure, the 
total outstanding amount plus the relevant EAD 
amount in respect of undrawn commitments; 

(b) equity exposure, the outstanding amount; 
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(ii) In the case of a bank that adopted the advanced IRB 
approach, the exposure-weighted average LGD ratio, 
which LGD ratio shall be expressed as a percentage; 

(iii) The exposure weighted average risk weight. 

(bb) that adopted the advanced IRB approach, shall disclose to 
the public- 

(i) the amount in respect of undrawn commitments; and 

(ii) in respect of each relevant portfolio, the exposure- 
weighted average EAD amounts, 

provided that the bank may provide only one estimate of 
the EAD amount in respect of a particular portfolio or, when 
the bank is of the opinion that more detailed disclosure will 
ensure a better assessment of risk, disclose EAD 
estimates across a number of EAD categories; 

(cc) shall in the case of each retail portfolio specified in sub- 
item (i)(cc) above, on a pool basis, either disclose- 

(i) the information specified in sub-item (ii)(aa) above, 
that is, the same information relating to PD ratios, 
LGD ratios and EAD amounts as for non-retail 
exposure; or 

(ii) an analysis of outstanding loans and EAD amounts 
in respect of commitments, against a sufficient 
number of expected loss risk grades in order to 
ensure a meaningful distribution of risk. 

(iii) Quantitative information relating to historical results 

A bank shall in respect of each relevant portfolio specified in sub- 
item (i)(cc) above- 

(aa) disclose to the public the amount of actual losses, that is, 
amounts written off and specific provisions raised, in 
respect of the period preceding the current financial year, 
including sufficiently detailed information in respect of- 

(i) the extent to which the said amounts differed from 
the bank's past experience; 

(ii) the factors that impacted on the bank's loss 
experience during the period preceding the current 
financial year, that is, did the bank, for example, 
experience higher than average default rates or 
higher than average LGD ratios or EAD amounts. 
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(bb) provide a comparison between the bank's risk estimates 
anti the actual outcomes over a sufficiently long period to 
provide a meaningful assessment of the performance of 
the bank's internal rating processes provided that a bank 
that adopted- 

(i) the foundation IRB approach shall, when appropriate, 
such as in the case of material differences, further 
decompose the said information and provide an 
analysis of PD ratios and reasons for material 
differences; 

(ii) the advanced IRE3 approach shall, when appropriate, 
such as ic the case of material differences, further 
decompose the said information and provide an 
analysis of actual PD ratios, LGD ratios and EAD 
outcomes ccrnpared to the bank's estimated risk 
components provided that the bank shall provide 
reasons for any material differences. 

(D) credit-risk miti(1ation in terms of the standardised or IRB approach, 
excluding any risk mitigation that falls within the ambit of the exemption 
notice relating to securitisation schemes, disclose to the public 

. sufficiently deailed information in respect of the qualitative and 
quantitative information specified below: 

(i) Qualitati~ e information 

A bank s ~ a l l  in addition to the information specified in paragraph 
(d) abovt!, disclose to the public sufficiently detailed information 
in respect of- 

(aa) the bank's policies and processes relating to on- and off- 
balance sheet netting, including the extent to which the 
bar~k makes use of on- and off-balance sheet netting when 
the bank determines its exposure to credit risk; 

(bb) the bank's policies and processes relating to the valuation 
ancl management of collateral, including a description of 
the main types of collateral accepted by the bank; 

(cc) the main types of guarantors or credit-derivative 
cointerparties involved in the bank's risk mitigation 
activities, and the creditworthiness of the said parties; 

(dd) an) risk concentration incurred in respect of the bank's risk 
mitigation activities. 
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(ii) Quantitative information 

A bank shall in respect of each separately identified credit 
portfolio in terms of the standardised or foundation IRB approach 
disclose to the public the bank's total exposure after the effect of 
any on- or off- balance sheet netting has been taken into 
consideration, with an indication of exposures protected by way 
of- 

(aa) eligible financial collateral, after the effect of any haircuts 
has been taken into consideration; 

(bb) other eligible IRB collateral, that is, collateral that qualifies 
as eligible collateral in terms of the IRB approach in 
addition to eligible financial collateral, after the effect of any 
haircuts or adjustments to the exposure has been taken 
into consideration; 

(cc) guarantees or credit-derivative instruments. 

(E) exposure to counterparty credit risk, disclose to the public sufficiently 
detailed information in respect of the qualitative and quantitative 
information specified below: 

(i) Qualitative information 

In respect of derivative instruments and exposures relating to 
counterparty credit risk, a bank shall in addition to the information 
specified in paragraphs (d) and (e)(i)(A) above, disclose to the 
public sufficiently detailed information relating to- 

(aa) the methodology adopted by the bank in order to assign 
economic capital and credit limits in respect of the bank's 
exposure to counterparty risk; 

(bb) the bank's policies in order to secure collateral and to 
establish adequate credit reserves; 

(cc) the bank's policies with respect to the identification, 
measurement and control of wrong-way risk exposure; 

(dd) the estimated amount of collateral the bank would have to 
provide in the case of a credit rating downgrade. 
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(ii) Quantitat ve information 

A bank- 

(aa) shell disclose to the public sufficiently detailed information 
rek ting to- 

the gross positive fair value of all relevant contracts 
that expose the bank to counterparty credit risk; 

any relevant netting benefits; 

the net amount of current credit exposure; 

collateral held, induding the type of collateral held, 
such as cash or government securities; 

the net amount of derivative credit exposure, that is, 
the amount of credit exposure in respect of 
derivative transactions after the benefits relating to 
legally enforceable netting agreements and 
collateral arrangements have been taken into 
consideration: 

the notional value of credit derivative hedges; 

the distribution of current credit exposure, which 
distribution shall be based on the relevant types of 
credit exposure, that is, for example, interest rate 
contracts, FY contracts, equity contracts, credit 
derivative instruments or commodity contracts. 

(bb) shall in respect of the current exposure method, 
stiindardized method or internal model method, as the 
case may be, disclose to the public sufficiently detailed 
inlormation relating to the relevant exposure amount or 
EAD, that is, the estimated exposure at default; 

(cc) sball, based on the relevant types of credit derivative 
pr>duct, that is, for example, credit default swaps or total 
return swaps, disclose to the public sufficiently detailed 
inlormation relating to credit derivative transactions or 
ccntracts that expose the bank to counterparty credit risk, 
in1:luding any relevant notional amounts, provided that 
within the said product type the bank shall distinguish 
between- 

(i) instruments used as part of the bank's own credit 
portfolio and instruments used as part of the bank's 
intermediation activities: 



STAATSKOERANT, 1 JANUARIE 2008 No. 30629 729 

(ii) protection bought and protection sold. 

(dd) that obtained the approval of the Registrar to estimate an 
alpha factor for the measurement of the bank's exposure 
to counterparty credit risk shall disclose the bank's said 
estimate of alpha. 

(F) credit risk arising from positions held in equity instruments, disclose to 
the public the qualitative and quantitative information specified in 
subparagraph (ii) below. 

(ii) market risk; 

A bank- 

(A) that adopted the standardised approach specified in regulation 28(7) 
for the measurement of the bank's exposure to market risk in respect 
of positions held in the bank's trading book shall disclose to the public 
sufficiently detailed information in respect of the qualitative and 
quantitative information specified below: 

(i) Qualitative information 

A bank shall in addition to the qualitative information specified in 
paragraph (d) above, disclose to the public information relating to 
the portfolioslinstruments that are subject to the standardised 
approach. 

(ii) Quantitative information 

A bank shall disclose to the public sufficiently detailed 
quantitative information in respect of the bank's capital 
requirement relating to: 

(aa) interest-rate products; 

(bb) equity positions; 

(cc) positions in foreign exchange; and 

(dd) commodities, 
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(6) that adopted th -. internal models approach specified in regulation 28(8) 
for the measur ?merit of the bank's exposure to market risk in respect 
of positions held in the bank's trading book shall disclose to the public 
sufficiently delailed information in respect of the qualitative and 
quantitative information specified below: 

(i) Qualitatibe information 

A bank- 

(aa) sh: ll in addition to the qualitative information specified in 
paragraph (d) above, disclose to the public sufficiently 
delailed information in respect of the portfolios/instruments 
that are subject to the internal models approach; 

(bb) shall in respect of each relevant portfolio subject to the 
intornal models approach provide a description of- 

(i) the key characteristics of the model(s) used by the 
bank; 

(ii) the stress testing applied by the bank to a particular 
portfolio; 

(iii: the approach adopted by the bank in order to 
hacktest or validate the accuracy and consistency of 
the internal model(s) and modelling processes used 
by the back. 

(cc) shall disclose to the public sufficiently detailed information 
in respect of the (extent of) approval obtained from the 
Registrar to apply tha internal models approach in respect 
of positions held by the bank in its trading book. 

(ii) Quantitz tive information 

A bank shall in respect of each relevant portfolio subject to the 
internal nodels approach- 

(aa) di!iclose to the public sufficiently detailed information in 
respect of the high, mean and low value-at-risk amounts of 
thl? reporting bank during the relevant reporting period and 
as at the end of the reporting period; 

(bb) p r ~ i d e  a detailed comparison between value-at-risk 
estimates and actual gains/losses experienced by the 
b: nk; 

(cc) prwide an analysis of important "outliers" identified during 
th 2 bank's backtesting process. 
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shall in respect of equity positions held in the bank's banking book 
disclose to the public sufficiently detailed information in respect of the 
qualitative and quantitative information specified below: 

(i) Qualitative information 

A bank shall in addition to the qualitative information specified in 
paragraph (d) above, disclose to the public sufficiently detailed 
information in respect of the bank's accounting policies, 
including- 

(aa) the manner in which the bank values and accounts for 
equity positions held in the banking book, that is, the 
accounting technique and valuation methodology used by 
the bank; 

(bb) key assumptions made and practices adopted by the bank, 
which practices may affect the valuation of the said equity 
positions, and any significant changes made by the bank in 
respect of the said practices, 

provided that the bank shall differentiate between equity positions 
in respect of which the bank expects to realise capital gains and 
equity positions held for other reasons, such as strategic 
positioning or in order to establish a particular relationship. 

(ii) Quantitative information 

A bank- 

(aa) shall disclose to the public- 

(i) the value at which investments held in the bank's 
banking book is disclosed in the bank's balance 
sheet, and the fair value of the said investments, 
provided that when the share price of listed 
instruments materially differs from the fair value of 
the instruments the bank shall provide a comparison 
between the listed share price and the fair value of 
the said instruments; 

(ii) the cumulative amount of gainsnosses realised by 
the bank from the salelliquidation of positions held in 
the bank's banking book during the current reporting 
period; 

(iii) the total amount relating to unrealised gainsllosses, 
that is, unrealised gainsllosses recognised directly in 
the bank's balance sheet instead of being recognised 
in the bank's income statement; 
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(iv) the total amount relating to latent revaluation 
gainsllosses, that is, unrealised gains/losses not 
recognised in aither the bank's balance sheet or 
income statement; 

(v) the extent to which the bank included unrealised 
gainsllosses referred to in items (iii) and (iv) above in 
primary or secondary capital and reserve funds of the 
bank; 

(vi) based oil the approach adopted by the bank, the 
bank's capital requirement in respect of the various 
equity positions held in the bank's banking book; 

(bb) shi~ll distinguish between the various types of instrument 
held in the bank's banking book, and the nature of the said 
invstments, includiq the amounts relating to- 

(i) publicly traded instruments; and 

(ii) privately traded instruments. 

(iii) liquidity risk; 

(iv) interest-rate risk; 

A bank shall in respcict of positions held in the bank's bankirlg book- 

(A) in addition to the qualitative information specified in paragraph (d) 
above, disclose to the public sufficiently detailed qualitative information 
relating to- 

(i) the nature of the bank's exposure to interest-rate risk; 

(ii) key as:.umptions made by the bank, including assumptions 
relating to loan prepayments and the behaviour of core deposits, 
that is, deposits that are not drawn in accordance with the 
contractilal provisions of the deposits and which deposits are 
regarde 1 as "permanent" funding; 

(iii) the frecuency with which the bank measures its exposure to 
interest- rate risk. 

(6) disclose to the public, quantitative information in respect of the 
increase or clecrease in earnings, economic value or the relevant 
measure used by the management of the bank, relating to a 
standardised ~pward and downward interest rate shock specified in the 
form BA330 ctr in writing by the Registrar, provided that the bank shall 
break the reql~ired information down based on each relevant currency. 
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(v) operational risk; 

A bank- 

(A) shall in addition to the qualitative information specified in paragraph (d) 
above, disclose to the public sufficiently detailed information relating to 
the approach(es) adopted by the bank for the measurement of the 
bank's exposure to operational risk provided that a bank that obtained 
the approval of the Registrar to apply different approaches for the 
measurement of the bank's exposure to operational risk shall provide 
sufficiently detailed information in respect of the scope and coverage of 
the different approaches used by the bank; 

(B) that adopted the advanced measurement approach for the 
measurement of the bank's exposure to operational risk shall provide a 
sufficiently detailed description of- 

(i) the advanced measurement approach applied by the bank, 
including a discussion of relevant internal and external factors 
considered by the bank; 

(ii) insurance obtained by the bank in order to mitigate the bank's 
exposure to operational risk. 

(vi) securitisation; 

A bank that adopted the standardised approach or IRB approach for the 
measurement of the bank's exposure to risk arising from a traditional or 
synthetic securitisation scheme shall disclose to the public the qualitative and 
quantitative information specified below: 

(A) Qualitative information 

A bank- 

(i) shall in addition to the information specified in paragraph (d) 
above, disclose to the public sufficiently detailed information in 
respect of- 

(aa) the bank's objectives in respect of securitisation schemes, 
including the extent to which the bank successfully 
achieves a transfer of credit risk to external entities; 

(bb) the role(s) played by the bank in respect of a securitisation 
scheme, for example, the role of- 

(i) an originator; 

(ii) an investor; 
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(iii) a servicer; 

(iv) a provider cf credit enhancement; 

(v) a sponsor of i3Il asset-backed commercial paper 
facility; 

(vi) a liquidity provider; 

(vii) a swap provider, 

and an indication of the extent of the bank's involvement in 
eac? of the roles specified in this sub-item (bb); 

(cc) the approach adopted by the bank in respect of exposures 
arislny from securitisation activities, that is, whether the 
bark, for example, adopted the ratings-based approach, 
the internal assessment approach or the standardised 
forr iula. 

(ii) shall pro~ide summary information in respect of the bank's 
accountir; g policies relatiriy to securitisation activities, including- 

(aa) whtsther the said securitisation transactions are treated as 
salt !s or firlancirig; 

(bb) information relating to the recognition of gains in respect of 
salt IS; 

(cc) key assumptions made by the bank when the bank values 
r e t ~  ined irlterests, inclilding any significant changes made 
by he bank since the previous reporting period, and the 
impact of such changes; 

(dd) the manner in which the bank treats exposures that arise 
frori a synthetic securitisation scheme, unless such 
info-mation is disclosed as part of other accounting 
poli:ies, such as policies in respect of derivative 
inst uments. 

(iii) shall disiose the names of external credit assessment 
institutions used by the bank in respect of securitisation 
transactions and the types of securitisation exposure for which a 
particular agency is used. 
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(B) Quantitative information 

A bank- 

(i) shall in respect of exposures securitised, which exposures are 
subject to the exemption notice relating to securitisation 
schemes, based on the exposure type, that is, for example, 
exposures relating to credit cards, residential mortgage loans or 
vehicle finance, disclose to the public- 

(aa) the total outstanding amount in respect of the exposures 
securitised by the bank, provided that the bank shall 
distinguish between exposures relating to- 

(i) a traditional securitisation scheme; and 

(ii) a synthetic securitisation scheme; 

(bb) the aggregate amount in respect of- 

(9 

(ii) 

(iii) 

impaired or past due assets securitised; 

losses recognised by the bank during the current 
reporting period, including, for example, amounts 
written off or provisions raised for potential loss in 
respect of exposures that remained on the bank's 
balance sheet or credit-enhancing interest-only 
strips, that is, an on-balance sheet asset that is 
based on the valuation of future cash flows related to 
margin income, which asset is subordinated, and 
other residual interests: 

exposures retained or purchased, including, for 
example, commercial paper issued by the relevant 
special-purpose institution, liquidity facilities, credit 
enhancement such as interest-only strips, cash 
collateral accounts and other subordinated 
instruments; 

(ii) shall separately disclose information relating to- 

(aa) a securitisation transaction in respect of which the bank 
acted as an originator but in respect of which the bank did 
not retain any exposure, provided that the said information 
shall be reported only in respect of the reporting period 
during which the securitisation transaction was concluded; 
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(bb) trar sactions in respect of which the bank acts only as a 
spa nsor; 

(cc) secdritisation transactions concluded during the current 
repxting period, including the amount of exposures 
securitised and any related recognised gains or losses, 
pro rided that the bank shall distinguish between exposure 
or &sset types; 

(iii) that ado1)ted the iRB approach for the measurement of the 
bank's c xposure to risk relating to assets or exposures 
secul itisc d- 

(aa) shcll in addition to the aggregate amount of exposures 
ret~~ined or purchased disclose to the public the associated 
IRE: capitai requirement in respect of the said exposure(s) 
provided that the bank- 

(i) shall break the required information down into a 
meaningful number of risk categories; 

(ii) based on the underlying asset type, shall separately 
disclose information relating to exposures deducted 
from capital and reserve funds. 

(bb) ba: e l  on the underiying asset type, shall in the case of 
securitisation exposures that are subject to an early 
amxtisation mechacism, disclose to the public the 
ag! rregate amount relating to- 

(i) drawn exposures attributed to the seller's and 
investors' inters%; 

(ii) the capitai requiremeat maintained by the bank in 
respect of the bank's retained share of the drawn 
balances and undrawn commitments, that is, the 
seller's interest; 

(iii) the capital requirement maintained by the bank in 
respect of the investor's shares of drawn amounts 
and undrawn commitments. 
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(iv) that adopted the standardised approach for the measurement of 
the bank's exposure to risk relating to assets or exposures 
securitised- 

(aa) shall in addition to the aggregate amount of exposures 
retained or purchased disclose to the public the associated 
capital requirement relating to the said exposure(s) 
provided that the bank- 

( i )  shall break the required information down into a 
meaningful number of risk categories; 

(ii) based on the underlying asset type, shall separately 
disclose information relating to exposures deducted 
from capital and reserve funds. 

(bb) based on the underlying asset type, shall in the case of 
securitisation exposures that are subject to an early 
amortisation mechanism, disclose to the public the 
aggregate amount relating to- 

(i) drawn exposures attributed to the seller's and 
investors' interests; 

(ii) the capital requirement maintained by the bank in 
respect of the bank's retained share of the drawn 
balances and undrawn commitments, that is, the 
seller's interest; 

(iii) the capital requirement maintained by the bank in 
respect of the investor's shares of drawn amounts 
and undrawn commitments. 

(vii) other material risks to which the bank is exposed; 

(f) To the extent not already covered by the information required to be disclosed in 
terms of the provisions of paragraphs (a) to (e) above, an overview of the key 
aspects relating to- 

(i) the organisational structure relevant to risk management and control, 
including relevant risk-management strategies, policies and practices; 

(ii) the methods used to measure and manage risks; 

(iii) the principal accounting policies and procedures relevant to the interpretation 
of the bank's risk exposures; and 

(iv) basic business, management and corporate governance information; 
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(v) the manner in which the bank treats insurance entities when the bank 
calculates its require( j capital and reserve funds. 

(3) Subject to such conditions as m 3y be specified in writing by the Registrar, when a bank 
is controlled by- 

(a) a controlling company; 

(b) another bank; or 

(c) an institution which has Deen approved by the Registrar and which conducts 
business similar to the business of a bank in z country other than the Republic, 

the requirements specified in s51bregulations (1) and (2) shall apply to such controlling 
company, bank or institution, as the case may be, instead of to such bank that is so 
controlled, provided that control for the purpcses 0; this subregulation (3) means control 
as defined in section 42(2) of tht t Act. 

44. Annual financial statements 

(1) Unless deviation is specifically allthorised by the Act or the Registrar, the annual financial 
statements of a bank or controlling c mpany shall be compiled in accordance with Financial 
Reporting Standards issued from ti~ne to time, with additional disclosure when required, 
provided that in the absence of a s2ecific Financial Reporting Standard and an approved 
interpretation reference shall be mat e to the relevant pronouncements of the lnternational 
Accounting Standards Board. 

(2) When the Act or the Registrar l~uthorises a deviation as envisaged in subregulation (I), 
the said bank or controlling company : hall in writing inform its auditors of such authorisation. 

(3) Annual financial statements in rc spect of all subsidiary companies of a bank or controlling 
company shall be held available by s ~ c h  a bank or controlling company for submission to the 
Registrar when required by the Regi:.trar, and the informalion reported on the respective BA 
returns shall inter alia reflect such fina x ia l  statements. 

(4) When relevant, interim reports of a bank or controlling company shall be prepared in 
accordance with relevant Financial Rt!porting Standards issued from time to time in respect of 
interim reports, with additional discloscm when required, provided that- 

(a) in the absence of a spe:ific Financial Reporting Standard on interim reports in 
South Africa and an a~proved interpretation reference shall be made to the 
relevant pronouncements of the International Accounting Standards Board; 

(b) the said interim reports stall be submitted to th2 Registrar as soon as they become 
available. 
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45. Consolidated financial statements 

(1) A bank or in the case of a group of banks the relevant controlling company shall within 
120 days of the end of the financial year of such bank or controlling company, as the case may 
be, furnish the Registrar with consolidated annual financial statements, as prescribed in 
subregulations (2) and (3), whether or not such bank or controlling company in the preparation 
of its annual financial statements avails itself of any exemption granted under section 15A(1) of 
the Companies Act, 1973, as amended from time to time. 

(2) The consolidated annual financial statements referred to in subregulation (1) shall duly 
present the state of affairs and the results of operations in respect of the banking business and 
all other business activities conducted by- 

(a) the reporting bank and all its subsidiaries, or the reporting controlling company and 
all its subsidiaries, as the case may be; 

(b) when applicable, the following associates of such reporting bank and its 
subsidiaries or of such reporting controlling company and its subsidiaries, as the 
case may be: 

(i) a company or other incorporated business undertaking in respect of the 
issued share capital of which the reporting bank and its subsidiaries or the 
reporting controlling company and its subsidiaries jointly hold more than 20 
per cent but not more than 50 per cent; 

(ii) a trust or other unincorporated business undertaking in which the reporting 
bank and its subsidiaries or the reporting controlling company and its 
subsidiaries jointly hold an interest of more than 20 per cent, whether as 
beneficiary or ultimate beneficiary in the case of a trust, or as a partner in the 
case where such other unincorporated business undertaking is a partnership; 
and 

(c) associates referred to in paragraph (b), the business activities and financial affairs 
of which the reporting bank and its subsidiaries or the reporting controlling 
company and its subsidiaries are able to materially influence. 

(3) The consolidated annual financial statements 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 in South 
Africa and an approved interpretation reference shall be made to the relevant pronouncements 
of the International Accounting Standards Board, and shall reflect rand amounts in units of 
thousands. 
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46. Audit reports 

(1) The auditor of a bank shall anrually, within 120 days of the financial year-end of the 
reporting bank, in addition to any report that a bank is statutorily required to obtain from the 
auditor, report on the bank's financial msition and the results of its operations, as reflected in 
the returns specified in subregulation ((i) that were submitted to the Registrar as at the financial 
year-end of the reporting bank. 

(2) Notwithstanding the provision of subregulation ( l ) ,  the auditor shall also report 
whether, in the auditor's opinion, the illformation contained- 

(a) in the returns at year-end n all material respects- 

reasonably reflects tt le inforrnatiov of the management accounts; 

is complete in so fat as all relevant information contained in the accounting 
and other records a: the reporting date has been extracted therefrom and 
recorded in the returns; 

is accurate in so far as it correctiy rerlects the information contained in, and 
extracted from, the accounting and other records at the reporting date; 

is prepared using Ihe same accounting policies as those applied in the 
.management and st; rtutory accounts; and 

is prepared in accorlance with the directives and instructions of the Act and 
the Regulations. 

(b) in the returns other than a' year-end in all material respects- 

(i) reasonably reflects tae information of the management accounts; 

(ii) is prepared using he same accounting policies as those applied in the 
management and s atutory accounts; and 

(iii) is prepared in acco~dance with the directives and instructions of the Act and 
the Regulations. 

(3) Notwithstanding the provision ')f subregulation (2), the auditor shall annually report to 
the Registrar on any significant weakr esses in the system of internal controls relating to- 

(a) financial regulatory reporting; and 

(b) compliance with the Act a id  the Regulatioris,, 

that came to the auditor's atter tion while performing the necessary auditing procedures 
to enable the auditor to furnish the reports required under subregulation (2), within 120 
days of the financial year-end o: the reporting bank. 
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(4) Notwithstanding the provisions of subregulations ( I ) ,  (2) and (3), the auditor shall 
annually, within 120 days of the financial year-end of the reporting bank, report to the Registrar 
on any significant weaknesses in the system of internal controls that came to the auditor's 
attention while performing the necessary auditing procedures as regards the policies, practices 
and procedures of the bank relating to- 

(a) the granting of loans; 

(b) the making of investments; 

(c) the ongoing management of the loan and investment portfolios; and 

(d) the relevant credit impairments or loan loss provisions and reserves. 

(5) In the case of amendments having been effected by a reporting bank to returns 
submitted by it during the course of the financial year, the auditor shall, when required to do so 
in terms of a written request addressed by the Registrar to both the reporting bank and the 
auditor, in writing confirm that the auditor has verified such of the amendments as have been 
specified by the Registrar in the said written request. 

(6) The audit reports contemplated in this regulation 46 shall be rendered in accordance with 
the wording and practices agreed from time to time between the Registrar, the South African 
Institute of Chartered Accountants and the Independent Regulatory Board for Auditors, and 
shall be in respect of the forms BA 100, BA 110, BA 120, BA 125, BA 130, BA 200, BA 210, 
BA 220, BA 300, BA 31 0, BA 320, BA 325, BA 330, BA 340, BA 350, BA 400, BA 410, BA 500, 
BA 600, BA 610 and BA 700 submitted in respect of the reporting bank's and bank controlling 
company's banking and other relevant operations in the Republic and elsewhere in the world. 

(7) Form BA 900 shall be reconcilable with the form BA 100, and the auditor shall within 120 
days of the financial year-end of the reporting bank furnish the Registrar with a written report in 
which it is stated whether or not all forms BA 100 and BA 900 submitted by the reporting bank 
during the financial year under review were in fact reconcilable with each other. 

(8) Notwithstanding the provisions of subregulations (1) to (7) above, the auditor shall 
annually, within 120 days of the financial year-end of the reporting bank, report to the Registrar 
whether there were any instances of non-compliance with the requirements specified in 
regulations 27(6), 42(l)(a) or 42(l )(b) of these Regulations. 

(9)  For the purposes of the performance of the auditor's duties in terms of this regulation, 
the auditor- 

(a) shall hold preliminary discussions with the Registrar prior to the commencement of 
the said audit; and 

(b) shall obtain from the Registrar, free of charge, copies of the relevant returns 
submitted to the Registrar by the reporting bank or controlling company during the 
financial year under review. 
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47. Reportable offences 

(1) The Registrar may, after consultation with the Minister, by notice in the Gazette, declare 
a specified activity or event as a repottlble offence. 

(2) A bank shall report an offence s ~ecified in subregulation (3), or specified in the Gazette, 
as contemplated in subregulation ( l ) ,  in writing to the Registrar within 30 days after the bank 
became aware of the said reportable o'fence. 

(3) A reportable offence includes- 

a breach of the fiduciary duty of a member of the board of directors, an employee 
in charge of a risk-manage ment function or an executive officer; 

market abuse or financial . raud within .the bank that results in or is likely to result in 
the bank losing an amouit in excess of 1 per cent of its qualifying capital and 
reserve funds, as reportetl in item 104 of the form BA 700, at the latest date for 
which the relevant statemc nt was submitted; 

any act of a member of t i e  board of directors, an employee in charge of a risk- 
management function or en executive officer that results in or will probably result in 
the reputation of the bank being adversely affected; 

any act of a member of tqe board of directors, an employee in charge of a risk- 
management function or E n executive officer that results in or will probably result in 
the bank contravening the code of conduct or ethical code of any institution of 
which the bank is a member or with which the bank is associated; 

any money-laundering ac'ivity in which the bank was involved and which was not 
identified in a timely manrler and reported as required by law, including in terms of 
the relevant requiremen s contained in the Financial Intelligence Centre Act, 
2001 (Act No. 38 of 2001 ), as amended from time to time; 

any reportable irregularit!< as envisaged in section 45 of the Auditing Profession 
Act, 2005 (Act 26 of 201)5), as amended, which irregularity was brought to the 
attention of the board of directors andlor senior management of the relevant bank. 

48. Internal audit 

In order to, amongst other thirlgs, evaluate and improve the effectiveness of a bank's 
risk management, control, capital management and governance processes andlor 
systems, a bank shall establish an independent and objective internal audit function, 
which internal audit function- 

(a) shall in no case serve a$ a substitute for the ultimate responsibility of the bank's 
board of directors to emure that the senior management of the bank, amongst 
other things- 
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(i) establishes and maintains- 

(A) an adequate and effective system of internal controls, including 
controls over financial reporting; 

(6) a sufficiently robust measurement system in order to identify and 
assess the various risks to which the bank may be exposed; 

(C) a sufficiently robust system that relates risk exposure to required 
capital levels; 

(D) appropriate methods in order to monitor the bank's compliance with 
laws, regulations, and supervisory and internal policies; 

(ii) implements appropriate corrective actions in respect of internal control 
weaknesses identified by the bank's internal or external auditor and 
subsequently brought to the attention of the bank's board of directors or 
senior management; 

(iii) keeps the internal audit department fully informed of new developments, 
initiatives, products and operational changes in order to ensure that all 
associated risks are identified at an early stage; 

(b) shall form an integral part of the ongoing monitoring of the bank's system of 
internal controls, and of the bank's internal capital assessment procedure; 

(c) shall be a permanent function of the bank provided that- 

(i) subject to the prior written approval of and such conditions as may be 
specified in writing by the Registrar a bank may outsource some of its 
internal audit services provided that the bank, amongst other things, shall 
as part of its application to the Registrar present its analysis and 
assessment of the impact that the said outsourcing of internal audit 
services will have on the bank's overall risk profile and internal control 
system; 

(ii) notwithstanding approval that might be obtained from the Registrar for a 
bank to outsource certain internal audit services, the bank's board of 
directors and senior management shall remain ultimately responsible for 
ensuring that the bank's system of internal control and the internal audit 
are adequate, and operate effectively; 

(d) based on- 

(i) the nature and extent of the bank's operations and risk exposure, shall be 
appropriately structured within the bank's governance structure; 

(ii) the governance structure of the bank, shall report directly to the bank's 
chief executive officer, board of directors or audit committee; 
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(e) shall have sufficient resou'ces and appropriately trained staff, that is- 

(i) the staff of the internal audit department shall be sufficiently competent to 
examine all areas in which the bank conducts business; 

(ii) the bank shall ens1 re the continued professional competence of internal 
auditors by way of s lstematic and relevant training; 

(iii) all staff members 01 the internal audit department shall have sufficient up- 
to-date knowledge c f auditing techniques and banking activities; 

(f) shall be functionally inde1)endent from the activities audited and the day-to-day 
internal control processes of the bank, that is, the internal audit function- 

(i) shall be able to corlduct an assignment on its own initiative in respect of 
any relevant depart~nent, establishment or functions of the bank, including 
the activities of branzhes and subsidiaries, and outsourced activities; 

(ii) shall be free to rep0 t its findings and appraisals; 

(iii) shall be free to inter ially disclose its findings and appraisals; 

(g) shall be able to conduct a i y  assignment with objectivity and impartiality, that is- 

(i) the internal audit dc,partment shall be able to conduct an assignment free 
from any bias or intc rference; 

(ii) staff shall not audit m y  activity or function they performed within the twelve 
month period prece jing their appointment in the internal audit department 
and staff assignmerts shall periodically be rotated; 

(iii) the internal audit department shall not be involved in the operations of the 
bank or in selectin!! or implementing internal control measures that may 
impair the judgment,al independence of the internal auditors; 

(iv) staff members of i iternal audit shall conduct their work free from any 
potential conflict of i iterest, which potential conflict of interest, for example, 
may be ~nfluenced by matters such as a compensation scheme, that is, the 
compensation of in. ernal auditors shall be consistent with the objectives 
and charter of internal audit; 

(h) shall be headed by a se~~ior  executive officer of the bank with the authority to 
communicate directly and freely in respect of any relevant matter, including, for 
example, decisions made by the management of the bank that may be in conflict 
with legal or regulatory rewirements, and on hislher own initiative- 

(i) with the members or chairman of the bank's board of directors; 

(ii) with the members or chairman of the bank's audit committee; or 
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(iii) with the external auditor of the bank, when appropriate. 

Provided that whenever the head of the bank's internal audit department ceases 
to act as such or has been relieved of histher duties, the bank shall inform the 
Registrar accordingly. 

shall be subject to independent review, which review, for example, may be 
conducted by an independent person or committee such as external audit or the 
bank's audit committee; 

shall conduct its work in terms of a duly documented internal audit charter, which 
charter- 

(i) shall enhance the standing and authority of the internal audit function within 
the bank; 

(ii) shall duly state- 

(A) the objectives and scope of the internal audit function; 

(6) the position of the internal audit department within the bank, including 
its powers, responsibilities and relations with other control functions 
within the bank: 

(C) the accountability of the head of the internal audit department; 

(D) that the senior management of the bank grants the internal audit 
department the right of initiative and authorises the department- 

(i) to have direct access to and communicate with any member of 
staff; 

(ii) to examine any activity or entity of the bank; 

(iii) to access any records, files or data of the bank, including 
management information and the minutes of any consultative or 
decision-making body, whenever relevant to the performance of 
the department's assignment; 

(E) the terms and conditions according to which the internal audit 
department may be requested to provide consulting or advisory 
services or to conduct special tasks; 

(F) that none of the activities of the bank or entities in which the bank 
has an interest, including the activities of branches and subsidiaries, 
and outsourced activities, are excluded from the scope of 
investigation of the internal audit department; 

(iii) shall periodically be reviewed by the internal audit department, approved by 
the senior management of the bank and subsequently confirmed by the 
board of directors of the bank as part of the board's supervisory role; 
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(iv) shall be communicat ?d throughout the bank; 

shall adopt and comply with all relevant generally accepted internal audit 
standards issued from timc! to time; 

as a minimum- 

(i) shall provide an illdependent assessment of the adequacy of and 
compliance with Ihe bank's established policies, processes and 
procedures; 

(ii) shall examine and evaluate- 

(A) the adequacy and effectiveness of the bank's internal control 
systems; 

(8) the applicatior and effectiveness of the bank's risk management 
procedures anll risk assessment methodologies; 

(C) the bank's ma~~agement and financial information systems, including 
the electronic i iformation system and electronic banking services; 

(D) the accuracy 3nd reliability of the bank's accounting records and 
financial reports; 

(E) the manner a ~ l d  means in terms of which the bank safeguards its 
assets; 

(F) the bank's syslem in terms of which the bank assesses its capital and 
reserve funds in relation to the bank's risk exposure; 

(G) the systems tmd processes established by the bank in order to 
ensure compliance with any relevant legal and regulatory 
requirements, codes of conduct and the implementation of policies 
and procedure ;: 

(H) the manner in vhich assigned responsibilities are fulfilled; 

( I )  the bank's con pliance with policies and risk controls; 

(J) the reliability, integrity, accuracy, completeness and timeliness of 
financial and rr anagement information; 

(K) the continuity 2 nd reliability of the electronic information systems; 

(L) the functioning of the staff departments; 
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(iii) shall conduct- 

(A) an appraisal of the economy and efficiency of the bank's operations; 

(B) appropriate testing of- 

(i) transactions; 

(ii) the functioning of specific internal control procedures; 

(iii) the reliability and timeliness of the bank's regulatory reporting; 

(C) relevant special investigations from time to time; 

(iv) shall evaluate whether or not the senior management of the bank- 

developed and maintained sufficiently robust risk management 
processes and procedures to identify, measure, monitor and control 
the risks to which the bank is exposed; 

at least once a year, reports to the board of directors the scope and 
performance of the bank's internal control system and the bank's 
capital assessment procedure; 

maintains an organisational structure that clearly assigns 
responsibility, authority and reporting relationships, and ensures that 
delegated responsibilities are effectively carried out; 

developed and maintains appropriate internal control policies; 

continuously monitors the adequacy and effectiveness of the internal 
control system; 

(m) shall have in place a complete and duly authorised audit programme in respect 
of each relevant audit assignment, which audit programme, as a minimum, shall 
describe the relevant audit objectives and an outline of the required audit work in 
order to achieve the stated objectives; 

(n) in order to ensure the senior management of the bank makes informed decisions 
in a cost-effective manner, may provide advisory services to the senior 
management of the bank regarding the development or improvement of internal 
controls provided that- 

(i) the said advisory or consulting services shall be ancillary to the basic 
function and primary responsibilities of internal audit; 

(ii) subsequently internal audit shall not be precluded from analysing and 
criticising the internal controls that have been put in place by or at the 
direction of senior management; 
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(iii) the introduction, delelopment or improvement of internal controls shall 
remain the responsit ility of the mana~ement of the bank; 

may in the case when the bank established a separate department to control or 
monitor a specific activity or entity of the bank use the information reported by 
the relevant control depaflment provided that the internal audit department shall 
remain responsible for \he examination and evaluation of the adequate 
functioning of the internal c:ontrol of the said activity or entity; 

may from time to time proiide such additional assurance services as reasonably 
may be expected by the bzmk from such a function; 

shall encourage departments or business units within the bank, or entities within 
the banking group, from time to time lo conduct control self-assessments 
regarding the efficiency and effectiveness of all relevant internal control 
procedures; 

may from time to time me64 with the bank's external auditor in order to- 

(i) provide information relating to any significant matter that came to the 
attention of the intenal audit department that may affect the work of the 
external auditor: 

(ii) .obtain information ~egarding any significant matter that came to the 
attention of the external auditor that may affect internal audit; 

(iii) provide input regarting the nature, timing and extent of certain external 
audit procedures, 

provided that the external auditor shall solely be responsible for the audit opinion 
in respect of the bank's financial statements; 

shall provide the bank's ~?xternal auditor access to any relevant internal audit 
reports; 

shall duly document- 

(i) the bank's audit plan; 

(ii) all audit procedures examinations and evaluations that formed part of a 
particular audit assignment; 

(iii) the purpose and sco l e  of every audit assignment; 

(iv) all audit findings znd recommendations, and the relevant responses 
received; 
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(u) shall have in place a sufficiently robust process in order to follow up- 

(i) responses that relate to audit findings; 

(ii) whether or not recommendations made by the internal audit department 
have been implemented; 

(iii) whether or not the department's concerns were appropriately addressed. 

(v) shall regularly- 

(i) report to and advise senior management and the board of directors or audit 
committee, as the case may be- 

(A) on the performance of the internal control system; 

(B) on the achievement of the objectives of the internal audit department; 

(ii) inform senior management and/or the board of directors or audit committee 
about the progress made in respect of the audit plan. 

49. Compliance function 

(1) A bank shall have in place as part of its risk-management framework an independent 
compliance function, which independent compliance function shall ensure that the bank 
continuously manages its regulatory and supervisory risks, that is, the risk that the bank does 
not comply with applicable laws and regulations or supervisory requirements. 

(2) The compliance function shall be headed by a compliance officer of the bank, who shall 
perform histher functions with diligence and care and with such a degree of competence as 
can reasonably be expected from a person responsible for such a function. 

(3) The compliance function shall have adequate resources and stature in order to ensure 
that non-compliance with laws and regulations or supervisory requirements by the bank can be 
duly addressed. 

(4) As a minimum, the compliance officer of a bank- 

Effectiveness 
(a )  shall have senior executive status in the bank; 

(b) shall have direct access to and demonstrable support from the chief executive 
officer of the bank: 

(c) shall function independently from functions such as internal audit and shall be 
demonstrably independent; 

(d) shall in a timely manner report non-compliance with laws and regulations or 
supervisory requirements to the chief executive officer, the board of directors and 
the audit committee of the bank; 
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(e) shall submit a report on the level of compliance with laws and regulations or 
supervisory requirements t y the bank at every meeting of the board of directors or 
the audit committee of the bank and provide the Registrar with a copy of such a 
report; 

(f) shall ensure, as far as possible, that no conflict of interest withlbetween other 
internal control functions e);ists; 

shall be responsible for establishing a compliance culture in the bank that 
contributes to the overall ol~jective of prudent risk management by the bank; 

shall establish a line of communication to line management, in order to monitor 
continuously compliance hith laws and regulations or supervisory requirements by 
the bank; 

shall require line managenlent to monitor compliance with laws and regulations or 
supervisory requirements z s part of their normal operational duties; 

shall require relevant reg~latory requirements to be incorporated into operational 
procedure manuals; 

shall make recommendations whenever necessary in order to ensure that there is 
compliance with laws and I egulations or supervisory requirements; 

Reporting 
(I) shall establish prompt mechanisms for reporting and resolving non-compliance 

with laws and regulations c r supervisory requirements; 

(m) shall ensure that resolutions are signed off; 

(n) shall duly document the compliance officer's findings, including any remedial 
action, as part of the comp iance monitoring programme; 

Resources 
(0) shall recruit sufficient staff of the correct quality in order to monitor and test 

continuously the bank's ~:ompliance with laws and regulations or supervisory 
requirements; 

(p) shall ensure that compliarce staff are trained on a continuous basis in order to 
ensure that they have adl!quate technical knowledge in order to understand the 
regulatory framework that applies to the bank, as well as the risks to which the 
bank is exposed; 

Manual 
(q) shall compile and maintain a compliance manual that - 

(i) duly addresses all mi jterial risks to which the bank is exposed; 

(ii) duly addresses all milterial objectives and aspects of applicable legislation; 
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(iii) refers to specific legislation, rules and regulations when appropriate; 

(iv) is readily available to all relevant staff; 

(v) is reviewed and updated at least once a year. 

(5) The provisions contained in this regulation shall not be construed as derogating from the 
general provisions contained in the Act that place the primary responsibility of compliance with 
the provisions of the Act and the Regulations on directors and executive officers. 

50. Market abuse and financial fraud 

(1) A bank shall implement and maintain policies and procedures to guard against the bank 
being used for purposes of market abuse and financial fraud, including insider trading, market 
manipulation and money laundering. 

(2) As a minimum, the policies and procedures referred to in subregulation (1) and 
implemented by the bank shall be adequate- 

(a) to ensure compliance with relevant legislation; 

(b) to facilitate co-operation with relevant law-enforcement agencies; 

(c) to identify customers and, in particular, recognise suspicious customers and 
transactions; 

(d) to maintain high ethical standards in all business transactions; 

(e) to provide adequate training and guidance to relevant staff; 

(f) to maintain internal records of transactions; 

(g) to report suspicious customers and transactions; 

(h) to provide a clear audit trail. 

51. Eligible institutions 

(1) An- 

(a) external credit assessment institution; or 

(b) export credit agency, 

that wishes to be recognised as an eligible institution for purposes of these Regulations 
shall obtain the prior written approval of the Registrar and shall comply with such 
conditions as may be specified in writing by the Registrar. 
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(2) The Registrar shall not grant ay:proval as envisaged in subregulation (1) unless, as a 
rninimum- 

(a) the relevant external credil assessment institution complies with the requirements 
specified below. 

(i) Objectivity 

The methodology in terms of which an external credit assessment 
institution assigns credit assessments in respect of a particular market 
segment- 

(A) shall be well established for such a minimum period as may be 
specified by th? Registrar, which minimum period shall in no case be 
less than one )*ear; 

(B) shall be rigoro~~s; 

(C) shall be systen~atic; 

(D) shall be based on a combination of qualitative and quantitative 
elements; 

(E) shall be subjsct to appropriate validation, ongoing review and 
backtesting; 

(F) shall be resporrsive to changes iil financial condition. 

(ii) Independence 

The external credit assessment institution shall be independent in the 
sense, for example- 

(A) that the institution shall be free from political or economic pressure 
that may influe ice a particular rating; 

(B) that the composition of the board of directors or the shareholder 
structure of thr' institution to be assessed shall not create any conflict 
of interest. 

(iii) International access 

Individual assessme~its issued by the external credit assessment institution 
shall be available 'In equivalent terms to both domestic and foreign 
institutions that may lave a legitimate interest in the assessment. 
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(iv) Disclosure 

As a minimum, an external credit assessment institution shall publicly 
disclose- 

(A) the assessment methodologies used by the said external credit 
assessment institution, including- 

(i) the definition of default; 

(ii) the time horizon used in the rating process; 

(iii) the meaning of each relevant rating; 

(B) the actual default rates experienced in respect of each assessment 
category; 

(C) the transitions relating to the various assessments, that is, the 
likelihood of, for example, a AA rating becoming an A rating over 
time. 

(v) Resources 

An external credit assessment institution shall have sufficient resources- 

(A) to conduct high quality credit assessments, which assessments shall 
be based on a combination of qualitative and quantitative elements; 

(6) to allow for substantial ongoing contact with personnel at senior and 
operational levels within the assessed institutions. 

(vi ) Credibility 

As a minimum, the credibility of an external credit assessment institution 
shall be evidenced by- 

(A) the reliance being placed on the institution's external credit 
assessments by independent parties such as investors or insurers; 

(6) the existence of comprehensive and duly documented internal 
policies and procedures to prevent the abuse of confidential 
informa tion. 

(b) the relevant export credit agency- 

(i) publishes its risk scores; 

(ii) subscribes to any relevant OECD agreed methodology to assign country risk 
scores, which methodology currently establishes eight risk score categories 
associated with minimum export insurance premiums. 
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CHAPTER IV 

APPLl CATION PROCEDURES 

52. Application forms and certific; ltes of registration 

Form BA 001 up to and including form BA 023, prescribed in regulation 53 to these 
Regulations, shall be used in accord.mce with the applicable section of the Act and, unless 
otherwise directed on. the form itself 01 by the Registrar, every application form submitted by an 
applicant shall include every prescribe 1 item, numbered as indicated on the relevant form. 

53. List of forms prescribed in respect of notices, applications, certificates and 
declarations under these Regulations 

1 Form 1 
number Heading of form 

I Applicable 1 li 
regulation1 Page I section of Act No. / no. I 

to establish a bank or 

94 of 1990 

Jcompany 

. . 

!section 56(5) 
Certificate of authorisatior to establish a branch \section 18A - 

!Section 34(2C) 

Regulation 54(1) 
Section 12(2), 16(2), 
18A 
Section 17(4) 
Section 43(1) 

Section 44(4) 

Section 61 (2) 

BA 005 

766 
767 
768 

are holding, or are 
proposing to hold, the offic:e of a director or 

747 
748 

751 
752 

754 

BA 007 l~pplication for permission to acquire shares In a /section 37(2) 

Certificate of registration : s a controlling company 
in respect of a bank 

. . 

Regulation 42 

executive officer of a bank or controlling corrqany - - 
BA 021 Annual licence for a repre ientative office 
BA 022 Annual licence for a bank 

764 755 1 1 
BA 006 j~pplication for approval 01 appointment of 

lauditor(s) 

- Section 35 1 775 
1 Section 35 173 

Section 35 1 774 
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54. Review procedure 

(1) Any person desiring to submit a matter pertaining to a decision of the Registrar for 
review, in terms of section 9(1) of the Act, to the board of review shall within 30 days after the 
pronouncement of the decision in question lodge with the chairperson of the board of review a 
notice of review on form BA 001. 

(2) Upon receipt of the notice of review referred to in subregulation ( 1 ) ,  the chairperson of 
the board of review shall cause a copy of such notice to be served on the Registrar who shall 
within a period determined by the said chairperson furnish the chairperson with a statement of 
the reasons for the decision in question. 

( 3 )  Upon receipt of the statement referred to in subregulation (Z) ,  the chairperson of the 
board of review shall cause a copy thereof to be dispatched to the applicant by registered post 
and call upon the applicant to declare within 21 days of the date of dispatch of such statement 
or within such further period as the said chairperson may at the request of the applicant allow 
whether or not the applicant intends to proceed with the review. 

(4) When the applicant declares the intent not to proceed with the review, or when the 
applicant fails to declare hisfher intention within the period of 21 days or the extended period 
contemplated in subregulation (3), the review automatically shall lapse. 

(5) When the applicant declares hislher intention in terms of subregulation (3) to proceed 
with the review the applicant shall in addition to such declaration lodge with the chairperson of 
the board of review a reply to the statement contemplated in subregulation (2). 

(6 )  The declaration and reply referred to in subregulation (5) shall be accompanied by the 
fee prescribed in item 1 of table 1 in regulation 58. 

(7) A review with which there is to be proceeded, as contemplated in subregulation (5), shall 
be heard at such a time and at such a place as the chairperson of the board of review may 
determine. 
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NOTICE OF REVIEW 

The Chairperson 
Banks Review Board 
PRETORIA 

In terms of the provisions of regulation 54(1) of the Regulatioris relating to Banks, 
no:ice is hereby given that - 

(in tt e case of a juristic person) 

(hereinal ter referred to as the applicant) 

............................................................................................................. represented herein by and 

................................................................................................................................................... , in their 

............................................................. respective capacities as ......................................... and of 
the applicant, duly authorised ther~?to by a resolution of the board of directors (a copy of which 
resolution is attached hereto as Anr ~exure ......................... 1. 

(in tt e case of a natural person) 

(hereina ter referred to as the applicant) 

................................................................................................................................................................ 
intends to request a review of the fcllowing decision of the Registrar of Banks: 

(2) the affidavitls annexed hereto as Ar nexurels ............, .........., will be used in support of the review; 

(3) the following address shall serve a: domicilium citandi et executandi in respect of all documents to 
be dispatched to or served upon the applicant by virtue of the provisions of regulation 543) of the 
said Regulations: 

Applicant's address ............................................................ 

................................................. 
on behalf of the applicant 

Date ............................................ 
on behalf of the applicant 
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APPLICATION FOR AUTHORISATION TO ESTABLISH A BANK OR BRANCH* OR REGISTRATION 
AS A BANK OR BRANCH* 

The Registrar of Banks 
PRETORIA 

1. I, the undersigned, acting as principal/promotor/in the capacity as duly authwised agent' on behalf of 

("the principal"), hereby apply for authorisation, in terms of section 13(1 )I1 8A' of the Banks Act, 1990, 
by the Registrar of Banks to establish a banklbranch*; or 

2. (a) I, the undersigned, chairpersonlchief executive officer* of 

duly empowered thereto, hereby apply for the registration of the abovementioned public 
company as a banklbranch'. 

(b) I hereby apply for your approval, under section 22(1) of the abovementioned Act, of the use 
of ................................................................................................................................................ 
as a literal translation, and of ................................................................................................... 
...................................................................................................................................................... 
as an abbreviation, of the name under which the abovementioned public company is 
registered. 

3. The applicable information detailed in 4 below shall accompany each application. Indicate, against 
each item, in the appropriate column in paragraph 4 below - 

(a) whether or not the requested information is attached, and, if not, reason(s) therefor; or 
(b) when the requested information is not applicable to the application in question. 

....... I , ........................... - __ .................................................................................................................. , 
the undersigned, hereby declare all information contained in and with this application to be correct. 

..................................... 
Date 

................................................................................... 
Applicant/Chairperson/Chief Executive Officer* 

Address 
........................................................................................................................................................... 
............................................................................................................................................................. 

"Delete whichever is not applicable 

Application granted 1 
A~~l icat ion refused I 

~ ~ 

I 

Application granted subject to the appended conditions I 1 
Date 

.................................. 
Registrar of Banks 
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1 ' submitted. 1 I 1 

4. 

b) Name of applicant - in own capacity ( tesl No) 
- as agent (attach witten consenl of pencipal) 

c) Full and abbreviated name of institution, a:; well as literal translatiorr thereof, 
together with address of head ofice and pl stal address 

d) Two copies of memorandum and articles o 'association I 

11 - Registered by Registrar of Companies and Ciose Corporations I 

I 
1 

P 

Description -- I Authorisation 

a) Indicate with an X", under appropriate he: ding, type of application being 1 

- not registered by Registrar of Compani 3s and Close Coporations 

e) Predominant business activities in which a2plicant is likely to be engaged and 
proportion in which each activity stands to total business activities of applicant 

Registration 

11 f) 
Outline of business plan in short, medium and long term A 

)( g) Form BA 100 (balance sheet) - proposed 1 ~ r  ensuing year 1 1 il 

I) j) Form BA 120 (income statement) - propo::ed for ensuing year I 

I Guidelines (policy) to be followed in connection with maximum deposits, in 
relation to total deposits, to be accepted f r ~ m  a single depositor - 

I k) Contemplated future policy with regard to l~ayment of dividends -- 
I) Form BA 300 (liquidity risk) - proposed for ensuing year - 

n) Form BA 700 (capital adequacy) - propos ?d for ensuing year 

y) Additional information the Registrar deem:* necessary 

z) The prescribed registration fee of R ........ 

I 

I 

p) Form BA 130 (restriction on investments, bans and advances) - pmposed for 
ensuing year 

q) Name(s) and address(es) of auditors 

r) Form BA 006: Application for approval of t  ppointrnent of auditor(s) 

s) With regard to the management, by the a1 plicant in the conduct of its 
business, of the risks specified in regulatic n 39(3), the policy to LE followed by 
the applicant in the mana ement of each lype of risk and the effecl, quantified 
if possible, of each type oyrisk on the busi less of the applicant (refer to 
annexure to form) 

t) Names, and curricula vitae, of directors ar d executive officers of bank. 
together with duly completed forms BA 02; 

u) With regard to the group of companies of vhich the applicant is a member, a 
schematic representation reflecting all interests held in and by the applicant 
and, in the case of such interests held by lae applicant, the nature of the 
business of the entities in which interests   re so held by the applicant 

v) With regard to the internal auditing of the I.ansactions of the applicant, the 
applicant's findings relating to the adequac.y and efficiency of the internal 
auditing processes applied in respect of the applicant's deposit book, 
advances book and large exposures durin 1 the period of 12 months 
immediately preceding the date of the app ication -- 

w) Any instance of non-compliance by the ap ~licant with any of the provisions of 
the Act or these Regulations during the peiod of 12 months immediately 
preceding the application 

x) A report by a public accountant, as defineci in section 1 of the Auditing 
Profession Act, 2005, on funds received f r m  anticipated shareholders and 
held in a trust account 

o) Form BA 350 (derivative instruments) - prclposed for ensuing year I I I ! 
I 
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ANNEXURE TO FORM BA 002 
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BA 004 
APPLICATION FOR REGISTRATION AS A CONTROLLING COMPANY 

The Registrar of Banks 
PRETORIA 

I, the undersigned, chairpersonlchief executive officer* of ................................................. 
............................................................................................................................................. 
.................................................................................................... , duly empowered thereto, 
hereby apply for the registration of the abovementioned public company as a controlling 
company in respect of 

............................................................................................................................................ 1 

an institution registered as a bank. 

2. The application is accompanied, except in so far as it has been otherwise directed by 
you, by each of the following documents, duly signed by me: 

2.1 two copies of the Memorandum and Articles of Association of the applicant; 

2.2 a copy of the certificate of incorporation, Companies Act form CM 1, in respect of 
the applicant; 

2.3 a copy of the registered office and postal address, Companies Act form CM 22, in 
respect of the applicant; 

2.4 a statement containing the name and address and the curriculum vitae of the 
chairperson, every director and every executive officer of the applicant; 

2.5 full particulars of the business that the applicant conducts or proposes to conduct, 
of the manner in which such business is or is to be conducted and of the extent of 
each type of business conducted or to be conducted; 

2.6 a copy of the applicant's latest audited group and company financial statements or, 
in the case of an applicant whose first financial year has not yet expired, of an 
audited balance sheet or a pro forma balance sheet of the applicant, as at a date 
not more than 30 days prior to the date of application; 

2.7 a return, in the format of form BA 125, duly completed in respect of the applicant; 

2.8 a statement furnishing, as at a date not more than 30 days prior to the date of the 
application - 

(i) the amount of the issued share capital and reserves of the applicant; 

(ii) the amounts of the applicant's investments in, respectively - 

(aa) fixed property used mainly for the purpose of conducting the business 
of a bank; 

(bb) fixed property not used mainly for the purpose of conducting the 
business of a bank; 
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753 

(iii) the name of the undertaking concerned and the amount invested or 
proposed to be inveded, set out separately under the headings "Shares" and 
"Loans", in - 

(aa) banks; 

(bb) controlling co~npanies; 

(cc) property companies of which the property is used mainly for the 
purpose of co ~ducting the business of a bank; 

(dd) property com~anies of which the property is not used mainly for the 
purpose of co lducting the business of a bank; and 

(ee) other underta:tings (to be specified in the statement); 

2.9 a diagrammatic represe~tation of the structure of the group of companies 
consisting of associates, as defined in section 37(7) of the Act, of the applicant, 
showing also the percentage shareholding of members of that group in the other 
members; 

2.10 a return, in the format of form BA 125, duly completed in respect of every bank in 
respect of which the applilmt is, or is to be, registered as a controlling company. 

3. A controlling company shall, wit~in 30 days after the date of a special resolution whereby 
a change of its name was effected as contemplated in section 44 of the Companies Act, 
in writing furnish the Registrar uith full particulars of such change. 

4. The prescribed registration fee in item 10 of table 1 in regulation 58 of 
R ................................... is enclosed with this application. 

.............................................. 
DATE 

................................................................. Address 

'Delete whichever is not applicable 

............................................................ 
Chairperson/Chief Executive Officer* 

Application granted 
Application refused 1 

[ Application granted subject to the apjlended conditions 1 I 
................................................................. ...................................................... 

Date Registrar of Banks 



Certificate No. 

SOUTH AFRICAN RESERVE BANK 
Republic of South Africa 

Banks Act, 1990 
Office for Banks, Pretoria 

CERTIFICATE OF REGISTRATION AS A CONTROLLING COMPANY 
IN RESPECT OF A BANK 
(Section 4 4 4 )  of the Banks Act, 1990) 

I hereby certify that ............................................................................................................................................................................................................. 

previously known as ..................................................................................................................................................................................................... 

has in terms of section 44(4) of the Banks Act, 1990, been registered by me as a CONTROLLING COMPANY in respect of the bank registered1 to be 
registered' as such under the name of: 

DONE at Pretoria this ..................................................................... day of ............................................................................................................................. 

' Delete whichever is not applicable 
Registrar of Banks 

BA 005 
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APPLICATION FOR APPROVAL OF APPOINTMENT OF AUDITOR(S) 

The Registrar of Banks 
PRETORIA 

................................................................... 1 . I, the undersigned, chairpersonlchie' executive officer' of 
.............................................................................................................................................................. 
hereby declare that - 

(a) the total assets of the abov6.mentioned bank as at the close of its last preceding financial 
year, that is, on ........................................... (yyff-rnm-dd), amounted to R ......................... ; 

(b) in accordance with the provi!;ions of section 269/270* of the Companies Act, 1973 (Act NO. 
61 of 1973), a resolution wa!; passed at a meeting of directorslmembers' of the said bank, 

............................................................................. held on ................. (yyyy-mm .dd), to appoint 

................................................................................................................................................ of 
(address) 

............................................................................................................................................. and 
(name) 

of ............................................................................................................................................... 
(address) 

as auditor(s) of the said bank from .................................................................... (yyyy-mmdd), 
until the conclusion of the first succeeding annual general meeting of the said bank; 

(c) as at the date last mentioned in paragraph (b), the following persons were partners in the 
auditors' firrnlfirms' mention6 d in paragraph (15): ...................................................................... 

2. In terms of section 61(2) of the Banks Act, 1990, 1 hereby apply for your approval of the 
appointmenu appointments* set out in paragraph I (b). 

3. The applicable information detailed n 4 below shall accompany each application. 

..................................................... 
Date 

Address .......................................... 

.......................................................... 
ChairpersonChief Executive Officer' 

'Delete whichever is not applicable 

FOR OFFICIAL USE 
Approval of appointment of - 

(a) ................................................................................................................................................................ 
as auditor grantedlrefused;' 

(b) ................................................................................................................................................................ 
as auditor grantedlrefused.' 

............................................................. 
Date 

............................... 
Registrar of Banks 

'Delete whichever is not applicable 
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4. Information required by the Registrar of Banks in considering the approval of the appointment of an 
auditor for a regulated institution. 

Instructions for completion of the questionnaire 

The form consists of two parts: 

Part A Applicable to the audit firm 

Part B Applicable to the lead partner 

"Responsible partner" means the auditor responsible for the effective functioning of all phases in 

the audit and for exercising hidher professional judgement, based on the results of the audit 

procedure, to express an opinion on the fair presentation of the financial statements of the 

regulated institution. 

The responsible partner should be specifically nominated, by the firm being appointed, as the 

responsible partner on the audit of the regulated institution. 

The responsible partner should complete the questionnaire and certify the contents, as set out in 

the declaration on the last page of this document. 

When firms are appointed for the first time, both Parts A and B should be completed. 

Space has been provided for any comments that the responsible partner might wish to make that 

could be relevant to the regulator when considering the application for approval. Should the space 

provided not be sufficient, the detail may be provided on a separate page, duly cross-referenced to 

the relevant question. 

Although the questions cover various criteria for the qualification or disqualification of audit firms for 

audit engagements of regulated institutions, the criteria and replies thereto should not be regarded 

as an automatic qualification or disqualification, or as exhaustive. The criteria have been made as 

objective as possible, but, naturally, a degree of subjectivity is still present in some criteria, and not 

all applicable criteria could be foreseen by the regulators. 

Furthermore, depending on the complexity and size of the audit of the relevant regulated institution, 

certain questions may not be appropriate and/or applicable. Where this is the case, the fact and 

reason for the question not being applicable should be stated. 
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Information required lby the Registrar of Banks in considering the 
approval of the appointment -- of an auditor A -- for a regulated institution 

t 

Name of firm I, li 

................................................................................................................................................. --- il 
Business address (postal and physical), telephone and facsimile numbers !/ 

................................................................................................................................................. 1; - 
Full name of responsible partner (including any former names) 11 
(The responsible partner should comldete Park B of this questionna~re) ii 
................................................................................................................................................ --------- 
Number of partners in your f i r r~ ,  number of partners in the off~ce responsible for the 
assignment and names of key partners involved i~ the assignment. 
(Use separate page if necessary) 

............................................................................................................................................... 
Number of professional assist,mts in your firm and in the office responsible for the assignment 1 I 
Number of trainee accountant:; in your firm and in the office responsible for the assignment 
................................................................................................................................................ i 1 
Details of significant regulated institution(s) audited I to be audited 
Name Ref noL -- No. of years enqaaed in audit i 
................................................................................................................................................ 
................................................................................................................................................. 
................................................................................................................................................. 
Details of institutions similar to regulated institdion(s) audited 
Name Ref no. No. of years engaged in audit 
................................................................................................................................................ 
................................................................................................................................................ 

Do you belleve that your firm h organisationally irtlependent from the regulated institution, or 
the group of which it is part, ar d is able to maintain an objective frame of mind in 
accomplishing its audit responsibilities? (Please ~rovlde details) 

............................................................................................................................................................................... ----- 
What percentage of your firm? total gross fees per annum are received (or will be received) ! 

directly or indirectly from the regulated institution or the group of which it is part? 
................................................................................................................................................. 
(The regulators have indicated that, a'; a rule of thumh. 10 per cenl or more of Me total gross fees could be regarded 
as a large portion. Should the percen,age indicated above exceed 10 per cent, please provide a motivation as to 
why you regard it as not impairmg the finn's independence, using a separate page if necessary.) 

i 
I/ 
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Are you of the opinion that sufficient and relevant knowledge, skills and disciplines are 
available in your firm for the engagement? (Please provide details) 

......................................................................................................................................................... .................... (.. 

Is the responsible partner qualified to act as auditor under the Auditing Profession Act, 2005? 

.................................................................................................................................................. 
What relevant qualifications, if any, in the industry of the regulated institution do you and the 
key staff to be involved in the engagement posses? 

.................................................................................................................................................. 
Do you and your firm have access to a technical department capable of researching new 
developments in auditing and accounting standards in the relevant industry of the regulated 
institution? (Please provide details) 

.................................................................................................................................................. 
Does your firm have international links with auditors of similar institutions in other countries, in 
order to share information and expertise and to facilitate the audit of any cross-border 
activities of the regulated institution? (Please provide details) 

Does your firm have access to adequately specialised training for auditors in the industry of 
the regulated institution? (Please provide details) 

.................................................................................................................................................. 

.................................................................................................................................................. 

Does your firm have access to a library with up-to-date sources of all relevant statements, 
standards, legislation, regulations, literature, trends and developments within the industry of 
the regulated institution? (Please provide details) 

....................................... , ......................................................................................................................................... 

Does your firm posses or have access to a specialised unit capable of auditing and assessing 
the adequacy and effectiveness of computerised systems? (Please provide details) 

.................................................................................................................................................. 
Does your firm have an audit approach, techniques and procedures designed to obtain 
reasonable assurance that misstatements arising from fraud and error that are material to the 
financial statements as a whole are detected? (Please provide details) 

................................................................................................................................................................................ 

Does your firm ensure that its audit approach is kept up to date with regard to developments 
in the profession and within the industry of the regulated institution? (Please provide details) 
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Does your firm have a competwt quality assurance process that ensures that there is 
compliance with the firm's interial standards and any externally imposed standards? (Please 

( provide details) 

.................................. .................... .......__ ........................................ _. .............................................. 
Do you have firm and feasible ians to staff the engagement such that its effectiveness can 
be maintained from year to ye; r, and is continuity of staff part of the policy of your firm? 
(Please provide details) 

............................................................................................................................................................................. --I---- 
Is the responsible partner qua1 fied to act as auditor, specifically relating to the disqualification 
criteria stated in section 275 of the Companies Act, 1973? 

................................................................................................................................................ 
~G~~ lawsuits or professional liability suits against partners of the 

firm of which the regulator sho~ld be aware? (Please provide details) 

............................................................................................................................................................................ 

Has your firm previously been sngaged by a regulatory authority to perform a special 
investigation on its behalf that .ailed to reveal a problem that was subsequently shown to 
exist? (Please provide details) --I---- 
.............................................................................................................................................................................. 
Does your firm have the knowl5dge to comply with all the special duties imposed by legislation 
on the auditor of the specific rfgulated institution? (Please provide details) 
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1. ( Name of societv (of the South African Institute of Chartered Accountants - 'SAICA") to which . . 
you belong 

.................................................................................................................................................. 
Membershiplreference number with SAICA and with the Independent Regulatory Board for 
Auditors ("IRBA") 

.................................................................................................................................................. 
Professional qualifications and year in which they were obtained. Provide a copy of your 
curriculum vitae unless it has already been provided to the Registrar. 

Occupation and employment during the past 10 years. While in auditing, indicate types of 
client, in particular how many in the regulated institution's industry. 
.................................................................................................................................................. 
.................................................................................................................................................. 
Has your registration as a chartered accountant ever been suspended or have you ever been 
cautioned, reprimanded or fined by the PAAB or IRBA? (Please provide details) 

.................................................................................................................................................. 

.................................................................................................................................................. 

.................................................................................................................................................. 
Details of attendance of SAICA's workshops relating to the regulated institution's industry? 

.................................................................................................................................................. 
Are you on SAICA's mailing list for receiving documentation of the regulated institution's 
industry? 

Do you have a copy of the relevant Acts, regulations and circulars issued by the Registrar of 
Banks that are in force within the industry of the regulated institution, and are you aware of the 
contents thereof? 

Do you believe that you are independent from the regulated institution, or the group of which it 
is part, and able to maintain an objective frame of mind in accomplishing your audit 
responsibilities? (Please provide details) 

................................................................................................................................................................................ 
Do you believe that in, your provision of other consulting services, if any, to the regulated 
institution, you will always be able to maintain an independent frame of mind in forming opinion 
regarding the institution? (Please provide details) 
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Are you or your firm involved in the managemen! or decision making of the regulated institution, 
or are you or your firm associated with a service provider of the regulated institution? If yes, 
please provide a list of services other than aucht provided to the regulated institution, as well as 
an indication of the extent of s ~ c h  services, and whether such services are carried out 
independently of the responsible partner. 

................................................................................................................................................ 
(Actions such as being engaged in the preparation of the financial statements and statutory returns, involvement in 
the valuation of assets or liabilities for wpose of recordinq them in the financial statements. acting for the regulated 
institution in the resolution of litigation hat may have a material impact on the financial statements, or performance of 
services having a direct impact upon ssnior management, such ae their recruitment. could indicate involvement in the 
management of the regulated institutic n). 

Do you, as responsible partner have (or intend to have) a direct line of communication and a 
working relationship with the bclard of directors/trustees and audit committee when required by 
the regulated institution? 

................................................................................................................................................. 
Is there anything known to you that will prevent the audit relationship from continuing to exist? 
(Please provide details) 

What relevant qualifications, if my, in the industry of the regulated institution do you possess 
(if not covered in question 12 of Part A)? 
.................................................................................................................................................. 
Do you, in your capacity of lead partner, have access to the following resources: 

Technical department, as (.onternplated in question 13 of Part A? 

International links with the auditors of similar institutions, as contemplated in question 14 of 
Part A? 

.................................................................................................................................................. 
= A library, as contemplated n question 16 of Part A? 
.................................................................................................................................................. ---- 

A specialised unit, as conttrmplated in question 17 of Part A? 
................................................................................................................................................. 
Are you, as lead partner of the engagement, subjecA to external practice reviews? 

................................................................................................................................................ 
Are you, or will you be, able to Show how all problems addressed in the most recent practice 
reviews report have subsequer tly been resolved? 

................................................................................................................................................. 
Are you, as lead partner of the mgagement, subject to internal peer review from time to time b) 
your partners with appropriate irldustry experience? (Please provide details) 
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Are you qualified to act as auditor, specifically keeping in mind the disqualification criteria 
covered in section 275 of the Companies Act, 1973? 

.................................................................................................................................................. 
Are there any pending or current lawsuits or professional liability suits pending against you of 
which the regulator should be aware? (Please provide details) 

.................................................................................................................................................. 
Have you ever been a lead partner engaged by a regulatory authority to perform a special 
investigation on its behalf that failed to reveal a problem that was subsequently shown to 
exist? (Please provide details) 

Have you ever been removed as responsible partner of a regulated institution by a regulatory 
authority? (Please provide details) 
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763 

DE CLARATION - 

............................................ I, the undersigned, the designated auditlx of (regulated institution) 

............................................. certify that to the best of my knowledge, the information given in answer 

to the above questions in Part A and Part B (indicate as applicable) is complete and accurate and not 

untrue or misleading in any respect. 

I undertake, as long as I continue to be tlle person responsible for the audit of the regulated institution, 

to notify the Registrar of Banks of the regulated institution of any material changes, affecting the 

completeness or accuracy of, to the answers to the questions above, inclusive of any disciplinary 

action instituted against me by not later lhan 21 days as from the day that such changes come to my 

attention. 

Name ................................................................................................................................................. 

Name of firm or partnership ..................................................................................................................... 

Signed: ...................................... Date: ................... 
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BA 007 
APPLICATION FOR PERMISSION TO ACQUIRE SHARES IN A 

BANKICONTROLLING COMPANY* 
(To be submitted in duplicate) 

The Registrar of Banks 
PRETORIA 

1. I, the undersigned, a natural personlthe duly authorised representative* of ........................................ 

................................................................................................................................................................ 
(hereinafter referred to as the applicant), hereby apply in terms of section 37(2)(b) of the Banks Act, 
1990, for the permission of the Registrar of BankslMinister of Finance' for the acquisition by the 
applicant of shares in ............................................................................................................................ 

a banklcontrolling company* registered as such in terms of the said Act (hereinafter referred to as 
the COMPANY), of which shares- 
(a) the total nominal value*, or exercisable voting right'; 
(b) the total nominal value together with the total nominal value of such shares already held by 

the applicant*, or exercisable voting right together with the exercisable voting rights of such 
shares already held by the applicant'; 

(c) the total nominal value t ether with the total nominal value of such shares already held by 
the applicant and hislhe3ts associate or associates*, or exercisable voting right together 
with the exercisable voting rights of such shares already held by the applicant and hislherlits 
associate or associates*, 

amounts to - 
(i) more than 15 per cent but not exceeding 24 per cent;' 
(ii) more than 24 per cent but not exceeding 49 per cent;' 
(iii) more than 49 per cent but not exceeding 74 per cent;* 
(iv) more than 74 per cent,' 

of the total nominal value of a specified class of shares or all the issued shares, or exercisable 
voting right of a specified class of shares or all the issued shares, as the case may be, of the 
COMPANY. 

2. The total nominal value of or exercisable voting right attached to shares in the COMPANY currently 
held by the applicant and his associatelassociates* constitutes the following percentage of the total 
nominal value of a specified class of shares or all the issued shares, or exercisable voting right of a 
specified class of shares or all the issued shares, as the case may be, of the COMPANY: 

...................................................................................... (a) Shares held by the applicant: per cent. 
(b) Shares held by associatets of the applicant (furnish percentageis opposite namets of 

associatels): 

........................................................................ (i) ................................................ : per cent 
(Add paragraphs as necessary) 

3. 1 submit, with this application, a written statement containing the information prescribed by 
regulation 55(2) of the Regulations relating to Banks. 

.......................................................... ....................................................... 
Date Applicant 

Applicant's address ............................................................. 

Permission for acquisition of shares grantedlrefused.' 

....................................................... 
Registrar of Banks* 

............................................. ....................................................... 
Date Minister of Finance 

'Delete whichever is no1 applicable 
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55. Application for permission to ccquire shares in a bank or controlling company 

(1) An application under section 37 2)(b) of the Act for the permission, in terms of section 
37(2)(a) of the Act, of the Registrar or the Minister, as the case may be, for the acquisition of 
shares in a bank or controlling company, shall be subrnitted to the Registrar in duplicate, on 
form BA 007, as prescribed by regulati ~n 53. 

(2) An application under subregulation (1) shall be accompanied by a written statement 
containing the information specified be:ow. 

(a) Full particulars of the ap~licant's shareholding in any associate, as defined in 
section 37(7) of the Act, of the bank or controlling company to which the application 
relates, specifying the narie of each such associate and the percentage that the 
total nominal value of o -  exercisable voting right attached to the applicant's 
shareholding in such as;ociate constitutes of the total nominal value of or 
exercisable voting right a tached to a specified class of share or all the issued 
shares, as the case may b3, of such associate. 

(b) Full particulars of the applcant's shareholding in any bank or controlling company 
other than the bank or controlling company to which the application relates, 
specifying the name of each such other bank or controlling company and the 
percentage that the total lominal value of or exercisable voting right attached to 
the applicant's shareholdir g in such other bank or controlling company constitutes 
of the total nominal value c~f or exercisable voting right attached to a specified class 
of share or all the issued shares, as the case may be, of such other bank or 
controlling company. 

(c) In the case of the appli1;ant being a company, the names of the company's 
directors. 

(d) Particulars of all other cxporate undertakings in which the applicant holds a 
shareholders' interest of 2!i per cent or more. 

(e) The reason for the applicmt's desire to acquire the shares in question in the bank 
or controlling company concerned. 



Certificate No. 

SOUTH AFRICAN RESERVE BANK 
Republic of South Africa 

Banks Act. 1990 
Office for Banks. Pretoria 

CERTIFICATE OF CHANGE OF NAME 
(Section 56(5)(b) of the Banks Act, 1990) 

I hereby certify that ............................................................................................................................................................................................................. 

has, with my approval in terms of section 56(5)(b) of the Banks Act, 1990, changed its name to ..................................................................................... 

and that 1 have entered the new name in the register of banks. 

DONE at Pretoria this ..................................................................... day of ................................................................................................................................ 

.............................................................................. 
Registrar of Banks 

BA 008 
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Certificate No. 

SOUTH AFRICAN RESERVE BANK 

Republic of South Africa 
Banks Act. 1990 

Office for Banks, Pretoria 

CERTIFICATE OF AUTHORISATION FOR THE ESTABLISHMENT OF A 
REPRESENTATIVE OFFICE 
(Section 34(2C) of the Banks Act, 1990) 

I hereby certify that ............................................................................................................................................................................................................. 

has in terms of section 34(2C) of the Banks Act, 1990, been granted consent to establish and maintain a representative office in the Republic of South 
Africa. 

DONE at Pretoria this day of ..................................................................... ................................................................................................................................ 

............................................................................. 
Registrar of Banks 

BA 010 
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56. Application for permission to acquire or establish subsidiaries, joint ventures, 
branch offices, divisions, othtlr interests and representative offices of banks or 
controlling companies 

(1) An application under section 52(i) of the Act for the permission, in terms of section 52(1) 
of the Act, of the Registrar for the acquisition or establishment of subsidiaries, joint ventures, 
branch offices, divisions, other intere:;ts and representative offices of banks or controlling 
companies shall be submitted to the Registrar. 

(2) An application, in writing, under subregulation (I) for the acquisition or establishment of- 

(a) a local subsidiary or local jcint venture shall contain the following information: 

name of applicant; 

name of interest to be acquired or established, together with the name of the 
said interest's external auditors and its financial year-end; 

brief reasons for the ;~cquisition or establishment; 

key features of the transaction, for example, shareholding and control, 
purchase price, price exposure to loss, acquisition costs as a percentage of 
capital and reserve funds of applicant, size of the subsidiary in relation to the 
bank andlor banking group; 

main activities to be conducted; 

proposed date of disposal if acquired as security for an advance or loan 
granted; 

details of the management of the proposed subsidiary or proposed joint 
venture, including- 

(A) names and exporience of key personnel; 

.(B) impact that ma~agement of the subsidiary or joint venture will have on 
management c1f the bank and/or banking group, for example, the 
extent to whicl~ current management will be deployed or additional 
human resources will be required; 

any other relevant information; 

undertakings that- 

(A) the entity will not establish or acquire any other entities without the prior 
written approva of the Registrar; 

(6) the Registrar will be advised timeously of the disposal of the entity by 
the applicant; 
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(C) a detailed organogram reflecting all interests under the bank or 
controlling company shall be furnished to the Registrar on 31 March 
and 30 September of each year, or in the event of any major change in 
the group structure, shall be furnished to the Registrar within 30 days 
of the aforementioned dates or such change; 

(x) whether the transaction will materially influence the financial and risk position 
of the bank and, if this is the case, a copy of the due diligence report 
compiled by the external auditors andlor internal staff; or 

(b) an off-shore interest, including a subsidiary, joint venture, branch office, 
representative office shall contain the following additional information: 

advantages to the applicant and South Africa; 

details of transaction, such as the ultimate identity of the seller, purchase 
price, form of payment and effective date; 

in the event of an acquisition, a copy of the due diligence report compiled by 
the external auditors andlor internal staff; 

copy of the business plan; 

whether the Exchange Control Department of the Reserve Bank has been 
approached; 

copies of all relevant documentation; 

impact of acquisition or formation on bank or controlling company regarding - 
(A) profitability; 

(6) capital adequacy; 

(C) overall risk profile; 

(D) undertakings required of a local institution by foreign authorities; 

(E) contagion potential; and 

(F) worst-case scenario; 

particulars of the directors, names, nationalities and curricula vitae, together 
with completed forms BA 020, as prescribed in regulation 42; 

name and curriculum vitae of chief executive officer, together with a 
completed form BA 020, as prescribed in regulation 42; 
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(x) names, experience a ~ d  nationalities cjf top management, together with 
completed forms BA 020, as prescribed in regulation 42. The impact that 
management of the s~~bsidiary or joint venture will have on management of 
the bank and/or banking group, for example, the extent to which current 
management will be deployed or additional human resources will be required; 

(xi) under a heading 'Grou:, Structure' - 

(A) direct and indirect shareholding; and 

(8) detailed organisational chart, also reflecting "front" companies1 
structures; 

(xii) the following details rejarding the host country- 

(A) whether or not eichange control is applicable; 

(B) whether approval has been obtained from the host country (supported 
by relevant documentation); 

(C) nature of superwsory functions performed by host country; and 

(D) evaluation of country risk in respect of the host country; 

(xiii) financial analysis, if acquisition, that is- 

(A) balance sheet; 

(B) income statement; 

(C) valuation; 

(D) relevant ratio analysis; 

(E) capital adequacy; and 

(F) other relevant dctails; 

(xiv) business conducted or proposed to be conducted, including- 

(A) details of how th'3 business will be funded; 

(B) nature of the business to be conducted; 

(C) main sources of income; 

(D) projections; and 

(E) classification of t'le business as principal and/or agent; and 

(xv) an opinion on the ability of the company to submit the required BA returns. 
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(c) a division shall contain the following information: 

name of applicant; 

name of division to be acquired or established; 

brief reasons for the acquisition or establishment; 

key features of the transaction, for example, shareholding and control, 
purchase price, price exposure to loss, acquisition costs as a percentage of 
capital and reserve funds of applicant, size of the division in relation to the 
bank and/or banking group; 

main activities to be conducted: 

details of the management of the proposed division, including- 

(A) names and experience of key personnel; 

(B) impact that management of the division will have on management of 
the bank and/or banking group, for example, the extent to which 
current management will be deployed or additional human resources 
will be required; 

any other relevant information; 

undertakings that the Registrar will be advised timeously of the disposal of 
the division by the applicant; 

whether the transaction will materially influence the financial and risk position 
of the bank and, if this is the case, a copy of the due diligence report 
compiled by the external auditors and/or internal staff. 



Licence certificate No. 

SOUTH AFRICAN RESERVE BANK 
Republic of South Africa 

Banks Act, 1990 
M r n  for Rankc, Dr++ 

ANNUAL BUSINESS LICENCE TO CONDUCT THE 
BUSINESS OF A REP %SENTATWE OFFICE 

(Sect~on 35 of the Banks Act, 1990) 

........................................................................................................................................................................................................ I hereby certify that 

.................................................. has in terms of section 35 of the Banks Act, 1990, paid its annual licence fee, amounting to plus penalty (if applicable) 

amounting to ........................................................................ for the period ending as indicated below. 

Year ending 31 December .......................................... 

DONE at Pretoria this .................................................................. day of ................................................................................................................................ 

Registrar of Banks 
BA 021 



Licence certificate No. 

SOUTH AFRICAN RESERVE BANK 

Republic of South Africa 
Banks Act, 1990 

Office for Banks, Pretoria 

ANNUAL BUSINESS LICENCE TO CONDUCT 
THE BUSINESS OF A BANK 

(Section 35 of the Banks Act, 1990) 

I hereby certify that ............................................................................................................................................................................................................. 

has in terms of section 35 of the Banks Act, 1990, paid its annual licence fee, amounting to ....................................................... plus penalty (if applicable) 

amounting to ........................................................................ for the period ending as indicated below. 

Year ending 31 December .......................................... 

DONE at Pretoria this ..................................................................... day of ................................................................................................................................ 

.............................................................................. 
Registrar of Banks 

BA 022 
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57. Application for permission to sell immovable property 

(1) An application for the permission of the Registrar, in terms of section 91(2)(b) of the 
Act, for a director or employee of a bank or controlling company, or any company in which 
such director or employee has a direct interest, to purchase any immovable property owned 
by or mortgaged to that bank or the bank in respect of which that controlling company is 
registered, shall be submitted to the Registrar prior to the property being sold and shall 
contain the information specified in subregulation (2). 

(2) An application in terms of subregulation (1) to sell immovable property shall contain the 
following information: 

(a) the name of the applicant bank; 

(b) the name of the director or employee who made the offer to purchase; 

(c) full details of the property, including: 

(i) a detailed valuation of the property by the bank; and/or 

(ii) a detailed valuation of the property by an independent registered valuer; 

(d) the purchase price offered; 

(e) full name and last known address of the person from whom the property has 
been repossessed; 

(f) the outstanding balance of the loan at the date of repossession; 

(g) the date on which the property was repossessed; 

(h) an undertaking from the applicant bank that, regardless of the accounting policy 
adopted by the applicant bank, no enrichment, at the expense of the person from 
whom the property was repossessed, will take place as a result of the property 
being sold to a director or employee of the applicant bank; and 

(i) an opinion of the bank on the desirability of accepting the offer received, 

but shall not include the deed of sale. 
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' 
19 Certified copy of a certificate of - 

(a) registration as a bank; 
(b) alteration of memorandum of association or artrcles of association of a bank; 
(c) change of name of a bank; 
(d) registration as a controlling company; 
(e) alteration of memorandum of association of a controlling company; 
(f) registration as a branch; 
(g) registration as a representative office 

20 Searching by Registrar for documents for purposes of items 14, 15 or 16: 
Mmimum fee for first hour 
Thereafter per hour or part thereof 

21 Copy of or extract from any circular previously issued by the Registrar, per sheet or part thereof: 
Photocopied 
Computer printout 
Double-spaced typewritten 

22 Searching by Registrar for documents for purposes of item 21 : 
Minimum fee for first hour 
Thereafter per hour or part thereof 

23 Copy of or extract from the list of controlling companies, banks, mutual banks, local bank branches of foreign banks and foreign banks 
with approved local representative offices, registered in the Republic, per sheet or part thereof: 

Mailed 
Facsimile transmission 

VAT ' 

R 

33.60 
33.60 
33.60 
33.60 
33.60 
33.60 
33.60 

84.00 
168.00 

1.68 
3.36 

FEE i 

EXCLUDING 
VAT 

R 

240.00 
240.00 
240.00 
240.00 
240.00 
240.00 
240.00 

600.00 
1,200.00 

12.00 
24.00 

240.00 

600.00 
1,200.00 

60.00 
80.00 

FEE 
INCLUDING 

VAT 
R 

273.60 
273.60 
273.60 
273.60 
273.60 
273.60 
273.60 

684.00 
1,368.00, 

13.68 
27.36 

33.601 273.60 

84.00 
168.00 

8.40 
11.20 

684.00 
1,368.00~ 

68.40 
91.20 
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59. Manner of payment of fees 

(1 ) Any fees payable in terms of regulations 58 and 60 shall be paid either by cheque, made 
payable to the South African Reserve sank, or directly into the account of the Office for Banks 
held at the South African Reserve Bank, the details of which account may be obtained from the 
Office for Banks, at the address set out in regulation 6(1 j. 

(2) Subject to the provisions of secti In  9(13) of the Ac!, and except in the case of a refusal of 
an application under section 16(1) or 43(1) of the Act, fees paid in terms of regulation 58 shall 
not be repayable. 

60. Annual licence 

(1) The licence fee contemplated ir section 35 of the Act shall be calculated in accordance 
with the formula specified below- 

R 30 million x total capital and liabilities in rand per item 88 of form BA 100 
R 2000 billion 

with a minimum fee of R6 000 and a maximum fee of R300 000 per annum. 

The amount of capital and liabili.ies, as reported in item 88, column 3, of form BA 100 for 
the month 'ended December 0 the year preceding the year in respect of which the 
licence fee is payable, shall be used in the relevant calculation of the licence fee. 

(2) A bank that exists on 1 January of a particdar year shall pay the licence fee, prescribed 
in subregulation (I), before the end of February of each relevant year. 

(3) A bank that is registered on a date after 1 January of a particular year shall in respect of 
such year, and before the end of the month in which i! is so registered, pay a licence fee 
calculated in accordance with the forrnula- 

R 30 million x (total capital and liabilities in rand at x (X) 
R 2000 billion the date on which it is so registered) (12) 

in which formula "X" represents the number of full months remaining in such year after 
the month in which the bank i; so registered, with a minimum fee of R6 000 and a 
maximum fee of R300 000. 

(4) A bank that fails to pay the ful: amount of the zrpplicable licence fee within the period 
allowed in terms of subregulation (2) c r subregulation (3), respectively, for the payment thereof 
shall pay, in addition to such licence lee, for each month or part of a month during which the 
licence fee remains so unpaid a penalty calculated at the rate of 10 per cent of the amount of 
the licence fee that it has failed to pay as aforesaid, and reckoned from the final date allowed in 
terms of subregulation (2) or subregilation (3), respectively, for the payment of such licence 
fee: Provided that the amount of the ~lenalty so payable shall not be more than the amount of 
the licence fee due. 
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(5) Any money payable in terms of this regulation is inclusive of VAT, shall be a debt due to 
the Office for Banks and shall be recoverable by action in any competent court by the Registrar 
of Banks. 

(6) The licence fee and any penalty collected under this regulation shall accrue for the 
benefit of the Office for Banks. 

(7) Representative offices of foreign institutions established in the Republic of South Africa 
shall annually, not later than 31 January of each year, pay to the South African Reserve 
Bank a fee of R6 000, irrespective of the initial date and month of registration as a 
representative office in a particular year. 

(8) An institution applying successfully for the first time to be registered as a representative 
office in terms of section 34 of the Act will not be registered as such until the annual licence fee 
contemplated in subregulation (7) has been paid to the South African Reserve Bank. 

(9)  An institution that fails to pay the full amount of the applicable licence fee within the 
period allowed in terms of subregulation (7) for payment thereof shall pay, in addition to such 
licence fee, for each month or part of a month during which the licence fee remains so unpaid 
a penalty calculated at the rate of 10 per cent of the amount of the licence fee that it has failed 
to pay as aforesaid, and reckoned from the final date allowed in terms of subregulation (7) for 
the payment of such licence fee: Provided that the amount of the penalty so payable shall not 
be more than the amount of the licence fee due. 
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CHAPTER VI 

INFORMATION REQUIRED BY THE REGISTFUR AND THE RESEARCH DEPARTMENT OF 
THE RESERVE BANK 

61. List of forms prescribed in ~espect of returns to be submitted to the Registrar, 
with indication of institution by which, intervals at which and period within which 
returns shall be submitted 

p Z r  Title1 dr~scription t Bank in ~e~ubl ic '  I 1 
number 

BA 099 1 Declaration in respect of statulory returns submitted2 
I 

, Whenever required as control 
I1 
11 I (see chapter II) 

I 

sheet and for purpose of 1 making reqdred declarations 

/I BA 900 I 1nstitutionion.l and maturity break down of liabilities and assets I ~ o n t h l y ~  

1 BA 920 1 ~ n a l ~ s i s  of instalrnent sale trar ~sactions, leasing transactions 1 ~ u a r t e r l y ~ ~  

1 Means the South African opera. ions of a bank incorporated in the Republic. 

I and selected assets 

and advances at month-end 

2 Form BA 099 is not a prescribed financial return, but shall be used as a control sheet and 
to furnish the required declaratjons regarding the maintenance of prescribed minimum 
balances. 

bAonthlyh 

3 A prescribed statement and return shall be submitted within the periods indicated below, 
as follows: 

a. Within 15 business days i nmediately following on the month-end or quarter-end to 
which the statement or return relates. 

b. Within 20 business days immediately following on the month-end or quarter-end to 
which the statement or re t~rn  relates. 
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INSTITUTIONAL AND MATURITY BREAKDOWN OF LIABILITIES AND ASSETS 

Page no. 

1. Form BA 900 

2. Regulation 62 

- Institutional and maturity breakdown of liabilities 
and assets ............................................................................ 783 

- Directives and interpretations for completion of 
monthly return concerning institutional and maturity 
breakdown of liabilities and assets (Form BA 900) ............... 805 
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LIABILITIES AT MONTH-END Line no. 

Foreign sector (total of items 30 and 31)  

Banks - ~nduding foreign group funding 
Other non-residents 

DEPOSITS DENOMINATED IN FOREIGN CURRENCY (total of items 33 to 38 
SA banksb 
Central and provincial government 
Household sector 
Financial corporate sectof 
Non-financial corporate sector and otherd 
Foreign sector (total of items 39 and 40) 

Banks 
Other non-residents 

a) For offklal use only. 
b) Including interbank and intragroup fundlng. 
c) Excluding banks. 
d) lncludlng local governments. 
e) lncludlng all other similar acknowledgements of debt 
1) lncludlng cash managed and Vansmlssion deposits. 

(All amounts to be rounded off to the nearest R'000) 
DEPOSITS I 

1 Other 1 Other / Medium- 1 Long- 1 

chequef Savings 

demand short-term term t e n  ~ C D s l p N s ~  
More than 

'Ore than ' I month More than 
TOTAL (included in 

to 
day lo ' to 6 6 months wl. 7) 

day 
months 

3 4 5 6 1 7  8 
I I 



- 

LlABlLlTlES AT MONTH-END 

-- -- 
OTHER BORROWED FUNDS (total of ~terns 42 51 and 57) 
Loans received under repurchase transactions (total of items 43 to 50) 

SA Reserve Bank and Corporation for Public Deposits 
SA banksP 

Insurersg 
Pension funds 
Other financial corporate sectof 
Non-financial corporate sector 
Foreign sector 
Other 

Collateralised borrowing (total of items 52 to 56) 
SA banksP 
Financial corporate sectore 
Non-financial corporate sector 
Foreign sector 
Other 

0thet 
FOREIGN CURRENCY FUNDING (total of ~tems 59 to 83, and 66) 
SA Reserfe Bank and Corporatior! fa: Public Deposits 
SA banksD 
Financial corporate sectord 
Non-financial corporate sector 
Foreign sector: Other foreign funding (total of items 64 and 65) 

Original maturity of one year and less 
Original maturity of more than one year 

b) Including Interbank and intragroup fundlng. 
C) Excluding SA Reserve Bank, CPD. banks, Insurers and pension funds, Including medlcal schemes. 
d) Excluding SA Reserve Bank, CPD and banks. 
0) Excluding banks. 
f) Excluding repurchase transactions and collateralised borrowing already included in Items 42 and 51. 
g) Excluding medlcal schemes. 



LIABILITIES AT MONTH-END 

Table 
OTHER LIABILITIES TO THE PUBLIC (total of items 68. 73, 74 and 77) 

Debt securities: subordinated (total of items 69 to 72) 
SA bankso 
Financial corporate sectorC 
Non-financial corporate sector and other 
Foreign sector 

Credits in transit 
Other (total of items 75 and 76) 

Financial corporate sector 
Non-financial corporate sector and other 

Foreign sector 
TOTAL LIABILITIES TO THE PUBLIC (total of items 1. 41. 58 and 67) 
OUTSTANDING LIABILITIES ON BEHALF OF CLIENTS cer contra iten! 268 

OTHER LlABlLlTlES (total of items 81, 85. 86. 90, 91 and 94) 
Liabilities i.r.0 derivative instruments: to domestic sector (total of items 82 to 84) 

SA banksb 
Financial corporate sectofi 
Non-financial corporate sector and other 

Liabilities i.r.0 derivative instruments : to foreign sector 
Other trading liabilities (excluding derivatives): to domestic sector (total of items 87 to 89) 

SA banksb 
Financial corporate sectorC 
Non-financial corporate sector and other 

Other trading liabilities (excluding derivatives): to foreign sector 
Other liabilities: to domestic sector (total of items 92 and 93) 

Tax (current and deferred) 
Other 

Other liabilities: to foreign sector 
TOTAL LIABILITIES (total of items 78 to 80) 
a) For official use only. ' lndlcates where relevant. 
b) Including interbank and lntragroup fundlng. 
c) Excluding banks. 

(All amounts to be rounded off to the nearest R'000) 

Long-term TOTAL 1 
I I 

3 ! 4 

Line no. 1 Short-term Medium-term 

2 
I 

1 a 1 



- -- -- -- (All amounts to be rounded off to the nearest R'000) 
I I 

I i i ---I 
i 

EQUITY AT MONTH-END Line no. 
i / Of whish: liabilities / 1 /O the foreign sector! 

L- I 

-- 
TOTAL EQUITY (total of items 37 and 101) 071' 
P ,  . . ,. , . 0 . .  - - .  .--. 
J l l o l G  M&#Ila( (LVICI4 UI I IGI1IJ 3U L Y  I U U )  

,.*" n 7 r  0-77 
U S &  l. * , I 1  I 

8anksb 072 
Financial corporate sectorC 073 
Non-financial corporate sector and other 100 074,075,077 

Other reserves 1 101 ! O76.O79.O8l.O84 
085 TOTAL EQUITY mi3 LIABILITIES (totd_oi items 35 ant' 36) 1 102 / ____- .-. - - -. . .- -- - - - 

a) For oificiai iise ody. ' Ifidlcates where relovznt 
b) !ncludlng in?ertrank a d  !ntragmup funding. Coiumn I iqclvaes all bmks whereas cei~vm 2 inciude~ only that portion held by fs:pig9 hacks. 
c) Excluding bauks. 



ASSETS AT MONTH-END Line no. 

(Ail amounts to be rounded off to the nearest R'000) 

Of which: 
under 

repurchase 
agreements 

I 
4 

Domestic currency deposlts wlth SA Reserve Bank (total of lterns 107 to 109) 106 09 1 1 
Casn reserve deposlts Interest bearlng 
Cash reserve depos~ts: Non-interest bearing 

Other deooslts 
DEPOSITS. LOANS AND ADVANCES (total of items 111. 117. 118. 126. 135, 139. 150. 166, 
171 and 180, less item 194) 095 minus 130 

SA banksb (total of ~tems 112 and 116) 

NCDslPNsC issued by banks, with an unexp~red rnatunty of: (total of items 113 to 115) 
Up to 1 month 

More than 1 month to 6 months 
More than 6 months 

a) For offlclal use only. 
b)  lndudlng interbank and lniragroup funding. 
c) lncludlng other slmllar acknowledgements of debt 
d) Domestic asseta mean claims agalnst residents of South Afrlca or, In the case of non-flnanc~al assets, assets sltuated in South Africa. 
r) Foreign assets mean claims against non-residents or, in the case of non-financial assets, assets situated In other countries. Botswana, Lesotho, Swaziland and Namibia are foreign countries. 

I 

assetsd 

1 Table 6 
CENTRAL BANK MONEY AND GOLD (total of ltems 104 to 106) 
South Ahncan bank notes and subsld~ary coin 
Gold coin and bullion 

I 
.: $ p::,v ?- 91 - 

, "2- ' " + a  - ., <..- 

Foreign assetse 

2 
103 
104 
105 

TOTAL 
ASSETS 

3 a 
086 
087 
090 



ASSETS AT MONTH-END 

Table 7 
Deposits with and loans and advances to foreign banks. denominated in rand 
Loans granted under resale agreements t o  (totai of items 119 to 725) 

SA Reserve Bank 

Banksd 

Pension funds 
Other financial corporate secto? 

Non-financiai corporate sector 
Other 

Foreign currency loans and advances (total of items i27  to 130, i 3 3  and 134) 

Foreign currency notes and coin 
Deposits with and advances to SA Rcserve Bznk 
Deposits with and advances i0 S4 banksd 

Other advances to: (total of items 131 and 132) 
Financial corporate sectorC 

Non-financial corporate sector and other 
Deposits with and advances to foreign banks 

Other advances to foreign sector 
Redeemable preference shares issued by: (total items 136 to 138) 

~ a n k s ~  

Financial corporate sectorC 
Non-financial corporate sector and other -- 

a) For ofiiclal use only. ' lndlcates where relevant. 
b) Excluding SA Reserve Bank, banks, insurers and pension funds. 
c) Excluding banks. 

789 

- L A l l  amounts to be rounded off to the nearest R'000) 

I- T-- 

Line no. 

d) Including interbank and intragroup fundlng. Column 1 shall include amounts relatlng to SA banks wtiilst column 2 shall include amounts relating to foreign banks. 
9) Domestlc assets mean claims against residents of South Africa or, in the case of non-nndncial assets, assets situaied 111 Soulh Afiica. 
f) Foreign assets mean clalrns against non-residents or. in the case of non-financial assets, assets situated in other countries. Botswana, Lesotho. Swaziland and Namibia are fareign countries 

I 
/ Foreign assets' 

I 
I 

/of which: under1 
,TOTAL ASSETS repurchase ' 

agreements I 

I I I 
I 
I 





ASSETS AT MONTH-END 

-- Table f 
Credit-card debtors (total of items 167 to 170) 

Financial mrporate sectcr 
Non-financial corporate sector 
Household sector 
0theP 

Overdrafts, loans and advances: public sector (total of items 172 to 179) 
Central government of the Republic (excluding social security funds; 
Social security funds 
Provincial governments 
Local government 
Land Bank 
Other public financial corporate sector (such as IDC)' 
Public non-firla~lciai corporate sector (such as Transnet, Eskorn and Telkom) 
Foreign pubiic sector 

Overdrafts. loans and advances: private sr?c:or (total of items 181. 187 and 188) 
Overdrafts, including overdrafts under cash-managemeni schemes: (to!a! of items ?8? !o 186) 

Financial corpcrate sectcr 
Non-financial corporate sector 
Unincorporated business enterprises of kcuseholds 
Households 
Non-profit organisatioris serving households 

Factoring debtors 
Oher loans and advances: (total of items 189 to 193) 

Financial corporate sector 
Non-financial corporate sector 
Unincorporated business enterprises of households 
Households 
Non-profit organisations serving households 

Less: credit impairments in respectof loans and advances - - 
a) For ofllclal use only. lndlcates where relevant 

791 

- (All amounts to be rounded off to the nearest R'OOO) -- 
-P-- I I Of which: I 

Line no. 

b) Including the General Government Sector, that is. Central Government Provlnclal Government and Local Government. 
C) Excluding Land bank. 

I 

d) Dornestlc assets mean clalms against residents of South Afrlca or, in the case of nowflnancial assets, assets sltuated In Sou* Africa. 
e) Foreign assets mean clalms against nowresidents or, in the case of non-financial assets, assets situated In other countries Botswana, Lesotho, Swaziland and Namlbla are fornign countries. 

] agreements 

a i 1 3 -- --I 1 . 
2 -. . 



(All amounts to be rounded off to the nearest R'OOO) 

ASSETS AT MONTH-END 

Table 1C 
INVESTMENTS AND BILLS, including trading portfolio assets (total of items 196, 207, 21 3, 217, 221, 
225. 229, 233, 237, 241 and 246, less item 245) 
Interest-bearing central or provincial govemment securities (total of items 197. 198 and 203 to 206) 

Non-marketable RSA government stock 
Marketable RSA govemment stock (total of item 199 and 201) 

Unexpired maturity of up to 3 years 
Memo: Nominal value of such stock 

Unexpired maturity of more than 3 years 
Memo: Nominal value of such stock 

Government loan levies 
Securities of orwincia! or;vemner;ts 
Securities of social security funds 
Securities of other central government institutionse 

Other public-sector interest-bearing securities (total of items 208 to 212) 
Securities (including debentures) issued by the SA Reserve Bank 
Securities (including debentures) issued by the Land Bank 
Securities issued by other public financial corporate sectoP(such as IDC, DBSA) 
Securities issued by public non-financial corporate sector (such as Transnet and Eskom) 
Securities of local authorities 

Debentures and other interest bearing security investments of private sector (total of items 214 to 216) 
~ a n k s ~  
Financial corporate sectof 
Non-financial corporate sector and other 

a) For officlal use only. ' Indicates where relevant. 
b) Excluding SA Reserve Bank and Land Bank. 

I i I I of which: I 

C) Excludinn banks. 

Line no. 

a 

- 
d) lncludlng Interbank and intagroup funding. Column 1 shall lnclude amounts relating to SA banks whilst column 2 shall lnclude amounts relatlng to foreign banks. 
e) Including extra-budgetary Institutions, universities, universities of technology and technlkons. 
f) Domestic assets mean claims against residents of South Africa or, In the case of non-financial assets, assets sltuated In South Africa. 
g) Foreign assets mean claims agalnst nowresidents or, in  the case of non-financial assets, assets situated in other countries. Botswana, Lesotho. Swaziland and Namibla are foreign countrles. 

Domestic 
assetsf 

1 

Foreign assetsg 

2 

TOTAL 1 under 
ASSETS 

3 

repurchase 
agreements 

4 



ASSETS AT MONTH-END 

---_ ~ 

Equty holdings IP subsidiaries (total cf items 218 to 220) 
Banksc 
Financial corporate secto? 
Non-financial corporate sector 

Equ~ty holdings in associates including joint ventures (total of items 222 to 224) 
BanksC 
Financial corporate sectorb 
Non-financial corporate sector 

Listed equities (total of items 226 to 228) 
Banksu 
Financial corporate sectorb 
Non-financial corporate sector 

Unlisted equities (total of items 230 lo 232) 
Banks' 
Financial corporate sectof 
Non-financial corpocate sactor 

Securitisation! asset-backed sc;curities jtoial of items 234 to 236; 
Banksi 
Financial coiporate sect$ 
Non-financia! corporate sector 

Derivative instruments issued by: (total of i t e m  238 to 230) 
BanksC 
Financial corporate sectorb 
Non-financial wrporate sector 

Other investments (total of items 242 to 244) 
BanksC 
Financial wrporate seclorb 
Non-financial corporate sector 

Table 1 ' - ---- 

Less: Allowances for irnpa~rrnen@ i.r o ~nvestments -- - - - - - 
a) For official use only. lnd~cates where relevam 

793 

All amounts to be rounded off to the nearest R'300) , 7-- I / Of which: 

I i Foreign assetse 1 TOTAL 
under 

Line no. I assetsd 1 ASSETS I repurchase 

b) Excludina banks. - 
C) Including interbank and inlragroup funding. Column 1 shall include amounts relating to SA banks whilst column 2 shall include amounts relating to foreign batiks. 
d) Domestic assets mean claims agalnst residents of South Africa or, in the case of non-finamial assets, assets situated in South Africa. 
e) Foreign assets mean claims against non-residents or, in the case of non-financial assets, essets situated in other countries. Botswana. Lesotho, Swaziland and Namibia are foreign countries. 



ASSETS AT MONTH-END 

Table 12 
Acceptances, commercial paper, bills, promissory notes and similar acknowledgements of debt 
discounted or purchased (total of items 247.250 to 254 and 257) 

Bankers' acceptances (total of items 248 and 249) 
Own banker's acceptances 
Other banker's acceptances 

Treasury bills 
SA Reserve Bank bills 
Promissory notes 
Commercial paper 
Land Bank bills (total of items 255 and 256) 

Liquid 

794 

(All amounts to be : 

Line no. 
Domestic 

, assetsb 
I 

a) For official use only. ' indicates where relevant 
b) Domestic assets mean clalms against residents of South Africa or, in the case of non-financial assets, assets situated In South Africa. 

mded off to the nearest R'000) 
I I I 

I 
/ Of which: 

TOTAL under I FOEign 1 ASSETS I repurchase 

I I agreements 1 

C) Foreign assets mean claims against non-residents or, in the case of non-financlai assets, assets snuated in other countrbs. Botswana, Lesotho. Swaziland and Namibla are foreign countries. 



ASSETS AT MONTH-END 

Table 1; 
NON-FINANCIAL ASSETS (total of items 259 and 264) 

Tangible assets (total of items 260 to 263) 
Premises of the bank 
Other fixed nrnnerty 

Computer equipment, including peripherals 

Other tangible assets, including vehicles, equipment, furniture and fittings 
Intangible assets (total of items 265 and 266) 

Computer software 
Other intangib:e assets including purchased goodvdl 

OTHER ASSETS (total of items 268 to 272 and 276) 
Clients' I~abrlities par contra (total of i t m s  280 to 283) 

Current income tax receivables and deferred income tax assets 
Retirement benefit assets 
Assets acquired o i  bought in to protect an advance or investment (total of items 273 to 275) 

Fixed property 
Shares 
Vehides and other assets 

Other 
TOTAL ASSETS (total of items 103. 110. 195. 258 and 267) 

-. 

a) For officlal use only. Indicates where relevant 

i / Domestic 
Line no. assetsb 

a 

210 I:,,, I r-- 

~updedoff to_the nearest 9'000) 

I I 
Of which: I I TOTAL 1 under I 

Foreign assetsc / mSETS 1 :iF:ZeanE 1 
I 

bl Domestlc assets mean claims against residents of South AMca or, In the case of non-financial assets, assets s!tvatd In South Africa. 
C) Foreign assets mean claims agalnst non-resldents or, in the case of non-financial assets, assets situa:ed In otier countries. Botswana, Lesotho, Swazlltnj m d  Nimi t la  are foreidrl co!.lr!!?i:.5. 



ASSETS AT MONTH-END 

Table 1 
DISAGGREGATED EXPOSURES 
Details of client's liabilities, per item 268 (total of items 280 to 283) 

Acceptances outstanding 
Commercial paper endorsed 
Bills endorsed 
Pronissclry iiotes and sirndar ac~nowedgements of debt endorsed 

Total assets prior to netting or set-off 
a) For official use only. 

796 

(All amounts to be rounded off to the nearest R'000) 
I 1 I 

b) Domestic assets mean claims against residents of South Africa or, in  the case of non-financial assets, assets situated in South Africa. 
c) Foreign assets mean claims against non-residents or, in  the case of non-financial assets, assets situated in  other countries. Botswana, Lesotho, Swaziland and Namibia are foreign countries. 

Line no. Foreign assetsc 
Domestic 

assetsb 

(All amounts to be rounded off to the nearest WOO0 

Letters of credit 
Bankers acceptances 
Committed undrawn facilities (including unutilised draw-down facilities) 

CONTINGENT LIABILITIES AND OTHER RISK EXPOSURES I Line no. 

Table 15 
Guarantees on behalf of clients 

Undenvriting exposures (including revolving underwn'ting exposures) 
Credit derivative instuments 
Committed capital expenditure 
Operating lease commibnents 

I 

Total 1 

Other contingent liabilities 
Porffolios managed : By others on behalf of the reporting institution 

TOTAL 
ASSETS 

a 
285 1 230 

Portfolios managed : For others where financing is provided ( 295 ( 
a) For offlcial use only. 

Of which: under 
repurchase 
agreements 

1 



-- 
NUMBER OF ACCOUNTS AND AMOUNTS IN RESPECT OF SELECTED ITEMS 

(This table 16 is confidential and not available for inspection by the public) 

-- -- Table 1 -- 
Instalment sale transactions"'" 

Applied for 
Granted 
Paid out 

Leasing tnance transactionscmd 
Aool~ed for 
G'rented 
Paid out 

Mort age advancesC 
fpplied for 
Granted (total of items 307 to 309) 

On vacant land 
For construction of buildings 
On existing buildings 

Residential mortgages (home loans): new advances 
Granted 
Ddrl na:t ltnld nf itnrnc 71 7 l l C  on.4 ?la\ 

Owner-occupied (tot& of items 374 and 315) 
Fixed rate 
Vanable rate 

Buy-to-let (total of items 317 and 318) 
Fixed rate 
Variab!e ra!e 

Second mortgage and other (total of items 320 and 321) 
Fixed rate 
Vanable rate 

Residential mortgages (home !cans). re-advaricss 
Granted 
Pa~d out 

Farm mortr dq2.S 
~ ran ted .  
Paid out 

Cornmerc~al and other mortgage advances 
Granted 
Paid-out 

Overdraft facilities loaded o n  bank's computer system: Total limit (item 332 and 333) 
Orawn 
Undrawn 

Credit card straight accounts: Total limit (item 335 and 336) 
Drawn 
Undrawn 

Credit card budget accounts: Total limit (item 338 and 339) 
Drawn 
Undrawn 

Debit card: debit transactionsC 
Travellers cheauesc: Rand 

OtJ'Ier w r r e n x  
a) For official use only. -- 
b) Actual number, not thousands. 
c During the reporting month:. . 
dl New facillnes or further fac~htles, ercludlng routine renewal of existing facilities. 

797 
-- Number: of accountsfl 

Line no. ' Amount 1 applications, 
R '000 / transactions (where : 

applicable) 
2 1 
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REVERSE TRANSACTION ASSETS: ASSETS TEMPORARILY ACQUIRED 

-- Table 
Total assets temporarily acquired (total of items 352 and 369) 
Under loans granted under resale agreements (total of items 353. 356, 359 and 36f 

Listed equity instruments (total cf items 354 and 355) 
Domestic (SA residents) 
Foreign (non-residents) 

Unlisted equity instruments (total of items 357 and 358) 
nnrn~ctir (CA razirlontcl 

Foreign (non-residents) 
Debt securities (total of items 360 and 365) 

Domestic (SA resrdents) - (total of items 361 to 364) 
Banks 
RSA government 
Public financial and non-fi~iancial caporate sector 
9:her 

Foreign (nan-residents) 
Other securities (total of items 367 and 388) 

Domestic (SA residents) 
Foreign (non-resider 11s) 

Under securities-borrowing agreements (total of i t e m  370, 373 and 374) 
Equity instruments (total of items 371 and 372) 

Domestic (SA residents) 
Foreign (non-residents) 

RSA government securities 
Other securities (total of items 375 and 376) 

Domestic (SA residents) 
Foreign (non-residents) -- -- 

a) For official use only. 

(Ail amounts to be rounded off to the nearest R'OOO_L_____ -- - - - 
of Mich: 

Total acquired ' 
Llne no. Sold under / O,,+ntb Pledged as Other (in ' 1 security hand/ 

b) M a n s  assets lent to other parties, which assets previously were temporarily acquired. Item 351, column 4, shall be equal to item 377, colun~n 2. 



STAATSKOERANT, 1 JANUARIE 2008 No. 30629 809 



FINANCIAL STOCKS (BALANCES) AT~ONTH-END r n ~  FLOWS DURING MONTH 
LIABILITIES AND EQUITY 
(This table 20 is confidential and not available for inspection by the public) 

- T* 
DEPOSITS DENOMINATED IN RAND (~tem 2) 

General government sector (item 6 plus item 14) 
SA banks (item 3) 
Financial corporate sector (items 12, 15, 16, 18, 19 and 20) 
Non-financial corporate sector (iterns 17 and 25) 
Household sector (items 26, 27 and 28) 
Foreign sector (item 29) 

DEPOSITS DENOMINATED IN FOREIGN CURRENCY (item 32) 
General government sector (item 34, and item 37') 
SA banks (item 33) 
Financial corpora!e sector (item 36) 
Non-financial cornorate sectnr litpn? 17') 

Household sector (item 35) 
Foreign sector (item 38) 

OTHER BORROWED FUNDS (item 41) 
SA banks (items 44 and 52) 
Financial corporate sector (items 43, 45, 46, 47 and 53) 
Non-financial corporate sector and other (items 48. 50, 54, 56 and 57) 
Foreiy sector ( i tem 43 and 55) 

FOREIGN CURRENCY FCiNOlNG !item 58) 
SA banks (item 60) 
Financial corporate sector (items 59 and 5 1 ) 
Non-financial corporate sector and other (items 62 and 66) 
Foreign sector (item 63) 

DEBT SECURITIES (item 68) 
SA banks (item 69) 
Financial corporate sector (item 70) 
Non-financial corporate sector and other (item 71) 
Foreign sector (item 72) 

OTHER LIABILITIES (total of items 73. 74. 77, 79. 86, 90,91 and 94) 
LIABILITIES I.R.0 DERIVATIVE INSTRUMENTS (items 81 and 85) 

SA banks (item 82) 
Financial corporate sector (item 83) 
Non-financial corporate sector and other (item 84) 
Foreign sector (item 85) 

EQUITY (item 96) 
TOTAL EQUITY AND LlAelLlTlES (item-22) 
1. Where applicable. 

All amounts to be rounded off to the nearest R'OOO) 

Opening stock Pludrninus ! 
(balance) transactions / valuation changes 1 other 

3 4 



FINANCIAL STOCKS (BALANCES) AT MONTH-END AND FLOWS DURING MONTH 
ASSETS 
(This table 21 is confidential and not available for insoection bv the oublic) , . ,  

TABLE 2, 
CENTRAL BANK MONEY AND GOLD (item 103, column 3) 

Domestic sector (item 103, column 1) 
Foreign sector (item 103, column 2) 

DEPOSITS AND LOANS DENOMINATED IN RAND (item 11 1, column 3, and item 11 7, column 3) 
SA banks (item 11 1, column 3) 
Foreign sector (item 117, column 3) 

LOANS RECEIVED UNDER RESALE AGREEMENTS (item 118, column 3) 
SA banks (item 120. column 1) 
Financial corporate sector (total of item 119, column 1. and items 121 to 123. column 1) 
Non-financial corporate sector and other (item 124, columnl, and item 125, column 1) 
Foreign sector (item 118, column 2) 

FOREIGN CURRENCY LOANS AND ADVANCES (item 126, column 3) 
SA banks (item 129, wlumn 1) 
Financial corporate sector (item 128, column 1, and item 131, column 1) 
Non-financial corporate sector and other (item 132, column 1) 
Foreign sector (item 127, column 2, item 133, column 2, and ~tem 134, column 2) 

REDEEMABLE PREFERENCE SHARES (item 135, column 3) 
Banks (item 136, column 1) 
Fmancial corporate sector (~tem 137, coiumn 1) 
Non-financial corporate sector and other (item 138, column 1) 
Foreign sector [item 135, wlumn 2) 

INSTALMENT SALES (item 140, column 3) 
Financial corporate sector (item 141, wlumn 1) 
Non-financial corporate sector (item 142, column 1) 
Household sector (item 143, column 1) 
Foreign sector (item 140, column 2) 
Other sectors (item 144, column 1 ) 

LEASING FINANCE (item 145, column 3) 
Financial corporate sector (item 146, column 1) 
Non-financial corporate sector (item 147, column 1) 
Household sector (Item 148, column 1) 
Foreign sector (item 145, column 2) 
Other sectors (item 149, column 1) 

MORTGAGE ADVANCES (item 150, column 3) 
Corporate sector(item 152, column 1. item 156. column 1, and items 160 to 163, column 1) 
Household sector (item 153, wlumn 1, item 157, column 1, and item 164, column 1) 
Foreign sector (item 150, column 2) 
Other sectors (item 154, wlumn 1, item 158, column 1, and item 165, wlumn 1) 

(All amounts to be rounded off to the nearest R'000) 

Line 
no. 

Opening stock 
(balance) 

1 

Closing stock 
(balance) 

5 

Plus/rninus 
transactions 

7 

Pluslminus 

7 

Plus/minus 
other 

A 



FINANCIAL S T O C K S ~ B A L A N C ~ A ~ - E N D  AND FTOWS DURINWoNTH 
=SETS . . - - - . - 
(This table 21 is confidential and not avai!able for inspection by the public) 

TABLE 21 continu 
CREDIT CARD DEBTORS (itern166rcOIu%ni)------- 

Corporate sector (item ! 67, column 1, and item 168. column 1) 
Household sector (item 169, column :) 
Foreign sector (item 166, column 2) 
Other sectors (item 170, coiumn 1) 

OVERDRAFTS, LOANS AND ADVANCES: PUBLIC SECTOR (item 171, column 3) 
General govemment sector (items 172 to 175, column 1) 
Financial corporate sector (items 176 and 177, column 1) 
Non-financial corporate sector (item 178, column 1) 
Foreign sector (item 179, column 3) 

OVERDRAFTS, LOANS AND ADVANCES: PRIVATE SECTOR (item 180, column 3) 
Financial corporate sector (item 182, column 1, item 187', column 1, and item 189, column 1) 
Non-financial corporate sector (item 183, column 1, item 187', column 1, and item 190, column 1) 
Household sector (items 184 !o 186, column 1. and items 191 to 193, column 1) 
Foreign sector (item 180, column 2) 

LESS: IMPAIRMENTS (Item 194. column 3, and item 245, column 3) 
DEBT SECURITIES (item 196, column 3, item 207, column 3. item 213, column 3, and item 246, column 3) 

General govemment sector (item 196, column 1, item 212, column 1, and item 250, column 1) 
Banks (item 214, column 1, item 247, column :, item 252, column l ' ,  and item 253, column 1') 
Public financial corporate sertor (items 208 to 210, column 1, items 251 to 254, column 1'. and item 257, 
column 1 ' )  
Public non-financial corporate sector (item 21:, column 1) 
Private financial corporate SeCtQr (item 215, column I, item 252, column l', item 253, ccjlumn ?', and 
Item 257. column 1 ) 
Private nap-financial Trporate sector (item 216, olumri  ? )  
Foreign sec!or (item 207. column 2 .  itern 213, column 2, and i!em 246. colcmn 2) 

EQUITY (item 213, column 3, item 227, column 3, item 225, x h m n  3, and item 229, cclurnn 3) 
Banks (item 218, column 1. item 222, column 1, item 226, column 1, and item 230, a lumn  1) 
Financial corporate sector (item 219, column 1, item 223, column 1, item 227, column 1, and item 231. 
column 1) 
Non-financial corporate sector (item 220, column I. item 224. column 1, item 228, column 1, and item 
232, column 1) 
Foreign sector (item 217, column 2, item 221, column 2, item 225, column 2, and item 229, column 2) 

DERIVATIVE INSTRUMENTS (item 237, coiumn 3) 
Banks (item 238, co!umn 1) 
Financial corporate sector (item 239, column 1) 
Non-financial corporate sector (item 240, column 1) 
Foreign sector (item 237, column 2) 

SECURlTlSATlON AND OTHER INVESTMENTS (items 233 and 241, column 3) 
Banks (items 234 and 242, column 1) 
Financial corporate sector (items 235 and 243, column 1) 
Non-financial corporate sector (items 236 and 244, column 1) 
Foreign sector (items 233 and 241, colurnn 2) 



1. Where applicable. 

FINANCIAL STOCKS (BALANCES) AT MONTH.END AND FLOWS DURING MONTH I 

(All amounts to be rounded a 
BALANCES AT MONTH-END AUO FLOWS DURING 

ASSETS 
(This table 21 is confidential and not available for inspection by the public) 

TABLE 21 continue 
NON-FINANCIAL ASSETS (item 258, column 3) 

Domestic sector (item 258, column I) 
Foreign sector (item 258. column 2) 

OTHER ASSETS (item 267, column 3) 
Domestic sector (item 267, column 1 ) 
Foreign sector (item 267, column 2) 

TOTAL ASSETS (item 277. column 3) 

Line 
no. 

499 
.500 
50 1 
502 
503 
504 
505 

MONTH 1 I ' Plus: 

INSTALMENT SALES AND LEASING TRANSACTIONS 1 Line no. 

(This table 22 is confidential and not available for inspection 
by the public) 

TABLE 22 

INSTALMENT SALES (item 140, column 3) 

LEASING TRANSACTIONS (item 145, column 3) 

to the nearest R'000) - 

I 

(All amounts to be rounded off to the nearest R'000) 

Balance, 
end of previous 

month per BA 900 

a) For official use only. 

Opening stock 
(balance) 

1 

Plus. I 

New business 
payout during 

month 

506 

507 

~\us/minus 
other 

4 

F'nance charges 
and Other 

debits during 
month 

1 a 

910(20) 

910(21) 

I 

I 
Closing stock 

(balance) 

5 

' 

2 

I 

Pluslminus 
transactions 

2 

Minus: 
lnstalrnents 

received during 
month 

valuation 
changes 

3 

Minus: Equals: 
Amounts written off Balance, end of 

and other credits 1 current month per 
during month 1 BAQOO 

I 
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62. Institutional and maturity b-eakdown of liabilities and assets - Directives and 
interpretations for completim of monthly return concerning institutional and 
maturity breakdown of liabilities and assets (Form BA 900) 

(1) The content of tables 1 to 15 2nd 17 to 19 of the form BA900 is public information, that 
is, information available for inspect~on by the pubk, which information is published on a 
monthly basis on the Reserve Bank Website address http://www.reservebank.co.za, under 
statistical and economic information whilst the content of tables 16 and 20 to 22 of the form 
BA900 is confidential information no available for inspection by the public. 

(2) The purpose of the form BA90J primarily is- 

(a) to obtain selected balat~ce sheet information of banks for economic statistics 
purposes; 

(b) to calculate a range of E ey financial indicators, including indicators in respect of 
money supply, credit exlension and net foreign assets of the banking system, in 
accordance with internat onal standards, which indicators- 

(i) are used by local and international economists and analysts for analytical 
purposes; 

(ii) are published on a monthly basis on the Reserve Bank Website; 

(c) to obtain selected data -equired for the compilation of flow statistics relating to 
the monetary and credit aggregates ana the flow-of-funds accounts; 

(d) to obtain selected data required to analyse flows in respect of mortgage 
advances, credit card debtors and instalrnent sale transactions; 

(e) to obtain selected data ir; respect of the scaie of banking activity in South Africa. 

(3) Unless otherwise specified in this regulation 62, the detailed directives and 
interpretations for the completion cf the monthly balance sheet on form BA 100 and the 
statement of off-balance sheet activities on form BA 110, respectively contained in 
regulations 18 and 19, shall mutatis nutandis apply for the completion of the form BA900. 

(4) The institutional breakdown 01 liabilities and assets shall be made in accordance with 
the information contained in the lnst~tutional Sector Cl3ssification Guide for South ~f r ica. '  

(5) In identifying the institutional sector of counterparties, the legal counterparty to each 
asset or liability shall be established and used as the basis for classification. When a person 
is the agent of a principal and discloses such information to the reporting bank when opening 
an account for the principal, the account shall be classified as that of the principal and not of 
the agent. 

1 Copies of this guide can be obtained from the Research Department, S 4 Reserve Bank, P 0 Box 7433, Pretoria, 0001. 
The guide can also be accessed on (he Website address ww\v.resbank.co.za, under statistical and economic 
information, other publications. 
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(6) For the purposes of this regulation, unless specifically otherwise stated- 

(a) items reported on the form BA900 shall be valued in accordance with financial 
reporting standards published from time to time; 

(b) the maturity classification of a liability or an asset item shall be determined with 
reference to the remaining period to maturity of that item; 

(c) in the case of capital and reserve funds- 

(i) a branch of a foreign bank conducting business in the Republic shall be 
regarded as a resident of South Africa whilst other branches and the head 
office of the branch shall be regarded as non-residents of South Africa; 

(ii) any shares held in the reporting bank by a controlling company shall be 
reported as shares held by the financial corporate sector; 

(iii) any amount in respect of reserve funds to be allocated to the foreign 
sector (non-residents) shall be based on the relevant proportion of share 
capital held by non-residents; 

(d) in the case of financial assets- 

(i) - domestic assets mean claims on South African residents; 

(ii) foreign assets mean claims on non-residents, for example, claims on 
residents of countries such as Botswana, Lesotho, Swaziland and 
Namibia; 

( e )  in the case of non-financial assets- 

(i) domestic assets mean assets located in the Republic of South Africa; 

(ii) foreign assets mean assets located in countries other than the Republic of 
South Africa, such as buildings and vehicles owned by the reporting bank 
in countries other than the Republic of South Africa; 

(f) Botswana, Lesotho, Swaziland and Namibia shall be regarded as foreign 
countries and any financial claim on a resident of one of the said countries shall 
be regarded as a claim on the foreign sector or a non-resident; 

(g) when repayment of an advance to a specific person is guaranteed by another 
person, the advance shall be reported opposite the institutional grouping of the 
original obligor and not opposite the institutional grouping of the person 
guaranteeing repayment. For example, a loan to a non-financial public 
corporation that is guaranteed by the central government of the Republic shall be 
reported in the line item allocated for non-financial corporations and not in the 
line item allocated for the central government of the Republic; 
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when an advance IS sexred by a specific asset type the classification of that 
advance shall be based on the asset type securing the advance even when the 
proceeds of the credit cranted is utilised for purposes other than the purposes 
normally associated wi.h the specific type of asset. For example, when a 
particular advance is secured by mortgage registered over fixed property and the 
borrower utilises the pro~eeds of the advance for general purposes, the advance 
shall be classified as a mortgage advance provided that when more than one 
asset type secure a paqicular advance :hat advance shall be classified under 
"other loans and advanc 3"; 

SA bank means any bank or mutual bank registered to respectively conduct 
business in terms of the Banks Act, 1990, and the Mutual Banks Act, 1993, as 
amended from time to tirne: 

central government incl~tdes all nationai government departments and ministries 
and institutional units i10t classified as quasi-corporations owned by central 
government, which certral government institutional units were established in 
terms of the Constitutior of the Republic of South Africa Act, 1996 (Act No 108 of 
1996), and the Public Finance Management Act, 1999 (Act No 1 of 1999), as 
amended; 

provincial government nleans functions of government at a level just below that 
of central government, i~icluding the provincial governments of the Eastern Cape, 
Free - State, Gauteng, KwaZulu-Natal, Limpopo, Mpumalanga, Northern Cape, 
North West and the Western Cape; 

local government means any third-tier government unit that provides various 
services to resident in!;titutional units, such as metropolitan councils, district 
councils and municipalities; 

foreign bank means any bank situated outside the borders of the Republic of 
South Africa. 

(7) Instructions relating to the coripletion of the monthly return concerning institutional and 
maturity breakdown of liabilities a id  assets, and other related or relevant matters, are 
furnished with reference to the headings and item descriptions of certain columns and line 
item numbers appearing on the forn~ BA 900, as follows: 

Columns - relatin --_9_,__-_- to liabiliti~s, tables 1 and 2 
~escr ip~ion __.+__________-____.- -- , Cheque deposits 

I 
1 This coli~mn shall reflect any credit balance in respect of cheque 
or transmission deposits, tslat is, any credit balance in respect of 
a curren' account deposit with unlimited cheque writing privileges 
in terms of wh~cts payments by means of cash withdrawals, 
cheque, direct debit crders or electronic funds transfer is 
facilitated, irrespective whether or not interest is paid in respect 
of the said credit balance 

Credit balances arising under a cash management scheme shall 
also be i,icluded under this column. ------ - - 
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Column number 
2 

-- 
Description --- - -- 

Savings deposits 

This column shall reflect any credit balance in respect of savings 
deposits, that is, a deposit held in an account typically aimed a1 
the retail market, which type of account makes provision for 
immediate cash withdrawal or some form of transfer but not for 
any cheque facility or overdraft facility, and which type of accounl 
normallyearns - - interest. --- 

Other demand deposits 

This column shall reflect any credit balance in respect 01 
deposits other than cheque or savings deposits, which deposits 
are payable on demand, that is, payable with notice or unexpired 
maturity of 1 day or less. 

Credit balances held in credit-card accounts shall be included in 
this category. 
More than 1 day to 1 month 

This column shall reflect any credit balance in respect 01 
deposits with an unexpired fixed or notice period ranging from 
more than 1 day up to 1 month, which deposits normally cannot 
be withdrawn or renewed before the said term or period has 
expired. 

.- 

More than I month to 6 months 

This column shall reflect any credit balance in respect of 
deposits with an c~nexpired fixed or notice period ranging from 
more than 1 month to 6 months, which deposits normally cannot 
be withdrawn or renewed before the said term or period has 
expired. 

.- 

More than 6 months 

This column shall reflect any credit balance in respect of 
deposits with an unexpired fixed or notice period of more than 6 
nonths. - 

Negotiable certificates of deposit (NCDs) and promissory 
notes (PNS) 

This column shall reflect any credit balance in respect of any 
iegotiable certificate of deposit ("NCD"), negotiable promissory 
vote ("PN"), or other acknowledgement of debt with similar 
:haracteristics, included in columns 3 to 7. - 
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Columns relating to liabilities, tables 3 and 4 a. -- 
- -  - Column number C-- Description - -- - - - -- - - 

11 --+Short-te~ m 

I items with an 
- 

This coli~mn shall reflect all relevant liability items with an 
maturity of more than 1 month to 6 months. 

IT---- Long-term 

This co l~mn shall reflect all relevant liability items with an 
- - .- - 

g u m n  relatingto equity, table 5 

/ 7 0 f  which liabilities to foreign sector 
I 

This colkmn shall reflect arly relevant amount included in column 
--a - - -- which amount relates to --- -- -- - -- 

Line items relati - -- -- - - 
I Line item 

L---. 
3 .  33, 44. 52. 60. 
69, 82 and 87 

I 

o liabilit, es and equity, tables I to 5 - -- - - 
Description 

I 

- - - --- - -- - A 
Deposit!; I 

1 

This item is the total of amounts included in items 2 and 32 and 1 
shall incxde all arnounts relating to deposits, NCDs, PNs or 
other acltnowledgements of debt irrespective of the currency in I which the deposit or instrument is denominated, or the maturity, 
of the in: trument ordeposit. -- --- - .- -. 
Deposits denominated in rand I 

I 
This iten1 is the total of amounts included in items 3, 6, 12, 131 
and 29 and shall include ail amounts relating to deposits, NCDs. / 
PNs and other acknowledgements of debt, denominated in the 
domestic currency, that is, denominated in rand, irrespective of 
the maturkof  the deposit or instrument. --- -- -.- - - - - -- - - 

I 
SA banks I 

These itwns shall include any amount relating to intragroup bank 
and interbank funding. lntragroup bank funding shall include any 
funds received by the reporting bank from other banks within the 
same g r ~ u p  as the reporting bank whereas interbank funding 
shall incl ~ d e  any funds received by the reporting bank from other 
banks - - - situated - within the Republic. - 
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Line item -- 
6 and 34 

. Description 
Central and provincial government 

This item shall include any amount received from the central 
government,provincial government or social security funds. 
Tax and loan account 

This item shall include any credit amount held by the central 
government with the reporting bank in the tax and loan account, 
which amount normally constitutes operating cash for the 
business use --- of the National Treasury. 
Other 

This item shall include any credit amount held by the central 
government with the reporting bank in an account other than the 
tax and loan acco~~nt. 
Other monetary institutions 

This item shall include any relevant amount relating to deposits 
received by the reporting bank from institutions such as the 
Reserve Bank, the Corporation for Public Deposits, the Land 
Bank or the Post Bank, including any relevant credit balance due 
to the Reserve Bank in terms of the SAMOS penalty facility, 
provided that any asset pledged as security in respect of the 
Reserve Bank's SAMOS penalty facility, such as Treasury Bills 
or Government stock, shall be retained as an asset, and 
appropriately reported in columns 1 to 3 on the asset side of the 
bank's balance sheet, but shall not be reported in column 4, 
assets sold under . repurchase agreement. 
Public financial corporate sector 

This item shall include any amount relating to deposits received 
by the reporting bank from institutions such as the Developmenl 
Bank of Southern Africa and the Industrial Developrnenf 
Corporation of SA Limited but not any amount relating to a 
deposit received from the Reserve Bank, the Corporation for 
Public Deposits, public sector insurers, public sector pension 
funds or the publid . Investment corporation.. 
Private financial corporate sector 

This item shall include any amount relating to deposits received 
by the reporting bank from a medical scheme, a financial 
intermediary or financial auxiliary, unit trusts, participation bond 
schemes, fund managers or brokers but not any amount relating 
to a deposit received from any private sector pension fund or 
private sector insurer. - 
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36, 47, 53, 61, 
75,83,88 and 

- - - - -- 
37, 48, 54, 6; 
76, 84, 89 and 

-- -- 
Description -- -- 

Money-n~arket unit trusts 

rhis iten, shall include any amount relating to deposits received 
~y the reporting bank from money-market unit trusts operating in 
.elms of the Collective Investment Schemes Control Act, Act no 
15 of 2002. as amended. -.- - .- -- - 
Dther unit trusts 

This iten1 shall include any arnount relating to deposits received 
3y the reporting bank from unit trusts other than money-market 
mit trusts, operating in terms of the Collective Investment 
Scheme:; Control Act, Act no. 45 of 2002 as amended. 
Fund mimagers 

This item shall rnclude any amount relating to deposits received 
by the -eporting bank from institutions approved under the 
Financia, Advisory and Intermediary Services Act, Act no. 37 of 
2002, as amended, to carry on the business of managing funds 
on beha!f of others, which institutions may be referred to as fund 
managel s, portfolio managers or asset managers, provided that 
when a fund manager discloses to the reporting bank the identity 
of the ~rincipal on behalf of whom funds are managed, the 
relevant amount shall be shown as a deposit of the grouping 
whose -- --- finds - are m a n w d .  - 
Other 

This iteni shall include any amount relating to deposits received 
by the rr porting bank from any private sector financial institution, 
other thm amounts included in items 21 to 23, which institutions 
may include institutions such as medical schemes, finance 
compani ss or finarrcial auxiliaries, including trust companies, but 
not any i und manger. -- --- - 
Non-prafit institutions serving households and other 

This iten1 shall include any amount relating to deposits received 
by the reporting bank from non-profit organisations serving 
households, such asrivate -- trusts or friendly societies. 
Financk~l corporate sector 

These ikms shall include any relevant amount received by the 
reporting bank from the public financial corporate sector and the 
evate fi iancial corporate sector. -- - -- -- .- -- - -- - 
Non-finzmcial corporate sector and other 

These itc?ms shall include any relevant amount received by the 
reporting bank from the public non-financial corporate sector and 
thepriva -. :e non-financial ---- coyorate - - .- sector. - - 
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Line item 
42 

. -- Description 
Loans received under repurchase transactions 

This item shall include any relevant amount relating to a loan 
received in terms of a repurchase agreement or transaction. 

The underlying asset(s) (temporarily sold)- 

(a) shall be retained on the asset side of the balance sheet, as 
part of assets to be reported in column 1 and 3 of the form 
BA900; 

(b) shall also be reported in column 4 on the asset side of the 
form BA900. 

Collateralised borrowing 

This item shall include any relevant amount relating to the 
borrowing of funds in respect of which the reporting bank 
provided collateral provided that any funds obtained in terms of 
collateralised borrowing and denominated in foreign currency 
shall be included in item 63. --- 
Other borrowing 

This item shall include any relevant amount obtained in respect 
of borrowed funds, other than an amount already included in 
item 42 or 51. -- --- 
Subordinated debt securities 

This item shall include the aggregate amount relating to 
subordinated or other financial instruments issued in order to 
obtain capital or funding, which financial instruments may include 
commercial paper, medium term notes, bonds, floating rate 
notes, etc. -- -. 

Credits in transit 

This item shall include amounts relating to any credit in transit, 
including amounts held against certified or initialled cheques, 
outstanding travellers cheques issued, outstanding drafts issued, 
stop orders or other credits in transit in respect of mail or 
telegraphic transfers. 
Other 

This item shall include all amounts obtained in res~ect of 
financial instruments issued not reported elsewhere. 
outstanding liabilities on behalf of clients per contra item 

This item shall include all amounts relating to outstanding 
liabilities on behalf of clients in respect of acknowledgement of 
debt endorsed and rediscounted, which item constitutes the 
contra item to item 268. 

.- -- 

I I l l  I ! '  
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Line item 
B 1  and 85 

86 and 90 

93 and 94 

- -- 
Description --- --- -- 

Liabilities in respect of derivative instruments 

These itc:ms shall include any liability of the reporting bank in 
respect cf  derivative instruments, which liability shall be reported 
at market value. The value of any derivative instrument not 
traded 011 an exchange or which cannot be interpolated from 
instrume~~ts traded on exchanges, may be based on the value 
derived f ~ o m  an internal model bf the reporting bank. -- - - - -. - - -. - - 
Other tn,ding liabilities excluding derivatives 

These items shall include any trading related liability of the 
reporting bank other than liabilities arising from derivative 
instrumelits or liabilities reported elsewhere on the form BA900.- -- - - - - -- - - - 
Current m d  deferred tax liabilities 

This item shall include any liability of the reporting bank in 
respect of current tax or deferred tax arising from temporary 
differences at the end of the reporting .- period. - 
Other 

This item shall include any amount relating to a suspense 
account, any provision not included elsewhere in the form 
BA900, m y  relevant short position in instruments such as equity 
or bonds or commitment in respect of a short position but not 
any amount relating to unearned finance charges, accrued 
interest - .- . - c - r rebates. 
Share cz pital 

This iterr shall include any amount obtained in respect of equity 
instrumeiits issued by t h e ~ o r t i n g  bank. --- - - - 
Other re serves 

This item shall include any amount relating to the reserves of the 
reporting bank, including any amount in respect of retained 
earnings. - - 

Description 
Domesti 2 assets 

This cohmn shall reflect all relevant amounts in respect of 
i 

1 
This column shall reflect all relevant amounts in respect of 
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h e  items relating 
Line item 

lo5 
-- Descri tion 

Gold coin and bullion 4 
This item shall include any amount relating to gold coin and 
bullion held by the reportingbank. 
Cash reserve deposits, interest -- bearing 

This item shall include any credit balance held in an interest 
bearing account maintained with the Reserve Bank in terms of 
section 10A of the South African Reserve Bank Act, 198K - 
Cash reserve deposits, non-interest bearing : 
This item shall include any credit balance held in a non-interest 
bearing account maintained with the Reserve Bank in terms of 
section 10A o e  South African Reserve Bank Act, 1989. 
Other deposits 

This item shall include any credit balance held in a clearing 
account or any other account maintained with the Reserve Bank, 
other than a credit balance held in an interest bearing account or 
non-interest bearing account maintained with the Reserve Bank 
in terms of section 10A of the South African Reserve Bank Act, 
1989. 
NCDs and PNs issued by banks 

This item shall include any relevant amount in respect 01 
negotiable certificates of deposit or negotiable promissory notes 
held by the reporting bank, which instruments have been issued 
by any other bank, including a bank within the same group as the 
reporting  bank__-^ 
Up to 1 month (unexpired maturity) 

This item shall include any relevant amount in respect of 
negotiable certificates of deposit or promissory notes with a 
remaining period to maturity of up to 1 month, held by the 
reporting bank, which instruments have been issued by any 
~ ther  bank, including a bank within the same group as the 
reporting bank. -. 



824 No. 30629 GOVERNME NT GAZETTE. 1 JANUARY 2008 

Line item 
114 

-. . - - - 

--- Descrbtion 
More ths n 1 month up to 6 months (unexpired maturity) 

This iter,i shall include any relevant amount in respect of 
negotiable certificates of deposit or promissory notes with a 
remaining period to maturity of more than one month but not 
exceeding six months, held by the reporting bank, which 
instrume,lts have been issued by any other bank, including a 
bank within the same group as the reporting bank. - - - -- -- . 
More th: n 6 months (unexpired maturity) 

This itern shall include any relevant amount in respect of 
negotiabe certificates of deposit or promissory notes with a 
remaining period to maturity of more than six months, held by the 
reporting bank, which instruments have been issued by any 
other bank, including a bank within the same group as the 
r - r t i n g  bank. .- -- - ---4 

Other doposits with and loans and advances to SA banks 

This itern shall include any relevant amount in respect of 
deposits, excluding negotiable certificates of deposit or 
promisscry notes already reported in item 112, placed with or 
loans anJ advances granted to any other bank in the Republic, 
including a bank within the same group as the reporting bank. - ----- -- 

Deposits with and loans and advances to foreign banks, 
denomir ~ated in rand 

This ite~n shall include any relevant amount in respect of 
deposits placed with or loans and advances granted to the 
foreign : ector or any foreign bank, which deposits, loans or 
advancer; are denominated in rand. -- --- 
Loans granted under resale agreements 

This item shall include any relevant amount in respect of loans 
granted Ily the reporting bank in terms of any resale agreement 
or transaztion. -- -. 

Foreign currency loans and advances 

Thls iteri shall include the aggregate amount of loans or 
advance!; granted by the reporting bank to or deposits made with 
any othe~. bank or non-bank institut~on, which loans, advances or 
deposits we - - denominated -- - - ~n foreign - currency. 
Redeemcable preference shares 

This item shall include the aggregate amount relating to 
preference shares held by the reporting bank and in respect of 
which tha issuer has the right to redeem the said shares, 
irrespective whether or not the said shares have a specified 
redemption date. -- -- 
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Line item Description 
lnstalment sales 

This item shall include any relevant amount due to the reportinc 
bank in respect of an instalment sale transaction, excluding an) 
amount in respect of unearned finance charges. 
Leasing transactions 

This item shall include any relevant instalment or rental amoun' 
due and payable to the reporting bank in respect of a leas in^ 
transaction, excluding any amount in respect of unearnec 
finance charges. 
Mortgage advances 

This item shall include the aggregate amount in respect of loans 
advances or re-advances secured by mortgage, reported ir 
items 151, 155 and 159. 
Farm mortgages 

This item shall include the aggregate amount in respect of farm 
mortgaged loans, advances or re-advances. 
Farm mortgages: corporate sector 

This item shall include any relevant amount in respect of loans 
advances or re-advances fully secured by farm mortgage 
extended to the private or public financial corporate sector, 01 

non-financial corporate sector. 
Farm mortgages: household sector 

This item shall include any relevant amount in respect of loans, 
advances or re-advances fully secured by farm mortgage 
extended to the household sector. 
Farm mortgages: other 

This item shall include any relevant amount in respect of loans, 
advances or re-advances fully secured by farm mortgage 
extended to sectors other than the corporate sector or household 
sector, such as the general government sector. 
Residential mortgage loans (home loans/ housing 
advances) 

rhis item shall include the aggregate amount in respect of loans 
I r  advances fully secured by mortgage on residential property or 
ndividual sectional title dwellings that is or will be occupied by 
.he borrower or is rented with the consent of the borrower. 
iesidential mortgages: corporate sector 

rhis item shall include the aggregate amount in respect of home 
oans or housing advances to the public or private financial 
:orporate sector, or non-financial corporate sector. 
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Line item 
57 

-- Desc+tion 
Residen.:ial mortgages: household sector 

This iterr shall include the aggregate amount in respect of home 
oans or ;lousing advances to the household sector. - -- - -- - -- -- - -- 
Residen :ial mortgages: other 

This iterr shall include the aggregate amount in respect of home 
loans or housing advances to sectors other than the corporate 
sector a '  household sector, such as the general governmenl 
sector. - ---- 
Comme~ cia1 and other mortgage advances 

This item shall include the aggregate amount in respect of loans 
or advanzes fully secured by mortgage in respect of commercia 
property, including any relevant amount related to- 

(a) prc~perties used for industrial, commercial, retail, office 
mc dical or educational purposes; 

(b) residential property used for commercial purposes, suck 
as offices and other business purposes; 

(c) m~~rtgage advances granted for purposes of residentia 
de lelopment. -- 

Commercial and other mortgage advances: public financia 
corpora e sector 

This iten, shall include the aggregate amount in respect of loans 
or advances fully secured by mortgage in respect of commercia 
property to the public financial corporate sector, such as the IDC 
the DBS.4, etc. 
----A- 

Cornrne~cial and other mortgage advances: public non~ 
financia corporate sector 

This itemi shall include the aggregate amount in respect of loan: 
or advances fully secured by mortgage in respect of commercia 
property to the publir; non-financial corporate sector, such as 
Transnel, Eskom, Telkom, etc. 
Commer cia1 arid other mortgage advances: private financia 
corpora1 e sector 

This iten shall include the aggregate amount in respect of loans 
or advances fully secured by mortgage in respect of commercia 
property to the private financial corporate sector, such as private 
insurers and pension funds, -- stock brokers, etc. 
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Line item Description 7 other mortgage advances: private non- 
financial corporate sector 

This item shall include the aggregate amount in respect of loans 
by mortgage in respect of commercial 

non-financial corporate sector, such as 
companies and close corporations. 

164 Commercial and other mortgage advances: household 

/ sector 
This item shall include the aggregate amount in respect of loans 
or advances fully secured by mortgage in respect of commercial 
property to households, unincorporated business enterprises 01 
households and non-profit organisations serving households. 

165 Commercial and other mortgage advances: other 

This item shall include the aggregate amount in respect of loans 
or advances fully secured by mortgage in respect of commercial 
property to sectors other than the household sector or corporate 
sector, such as the general government sector. 

166 Credit-card debtors 

/This item shall include the aggregate outstanding amount in 
respect of credit card debtors. 

187 Factoring debtors 

include any relevant amount in respect of the 
from unrelated third party sellers. 

188 

This item shall include any relevant amount in respect of a 
personal loan, a term loan, a structured agreement in terms of 
which an obligor borrowed money from the reporting bank and is 
obliged to repay such borrowed funds with interest over a 
specified period, or any other loan or advance not reported 
elsewhere in this return. 
Credit impairments in respect of loans and advances i 
This item shall include any relevant amount in respect of any 
specific or portfolio impairment related to any reported loan or 
advance. 

196 Interest-bearing central1 provincial government securities 

This item shall include the aggregate amount relating to 
investments by the reporting bank in interest bearing debt 
instruments issued b the central or provincial government. i 
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~ i n e  item 
197 

201 

200 and 202 

Description - -- - 
Non-mat ketable RSA government stock 

This iteri shall include any relevant amount relating to an 
investment by the repotdny bank in government stock that is not 
marketatlle, the proceeds of which is payable only to the 
reporting - bann - - - at -. - - - rede_lniltion. - - . - 
Marketai ~ l e  RSA government stock 

This itein shall inc!ude the aggregate amount relating to 
investments by the reporting bank in government stock that may 
be tradetf in the secondary market. - -- -- - - -- 
Marketa 3le RSA government stock with unexpired maturity 
of up to 3 years 

This iten shall include the aggregate amount relating to 
investments by the reporting bank in government stock that may 
be trade 1 in the secondary market, which government stock has 
an unexlired mat* of up to 3 years. - - 
Marketable RSA government stock with unexpired maturity 
of more than 3 years 

This iten shall include the aggregate amount relating to 
investmmts by the reporting bank in government stock that may 
be trade 1 in the secondary market, which government stock has 
an unexlired m a t u a o f  more than 3 years. -- 
Nomina value of stock 

These itoms shall inclucle the aggregate nominal value relating to 
investmc nts by the reporting bank in government stock 
respecti\,ely reported in items 199 and 201. 
Other PI ~blic-sector interest-bearing securities 

This iten shnll include the aggregate amount relating to 
investments by the reporting bank in interest bearing debt 
instruments issued by otherpublic-sector institutions. -- 
Debenti res and other interest bearing security investments 
of the pl'ivate corporate sector ! 
This item shall include the aggregate amount relating to 
investments by the reporting bank in interest bearing debt 
instruments issued by any private - - - -- - - - 
Equity holdings in subsidiaries 

This iten shall include the aggregate amount relating to 
investmc nts by the reporting bank in shares issued by banks and 
other co~npanies - that are 
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~ i n e  item Description 
Equity holdings in associates, including joint ventures 

This item shall include the aggregate amount relating to 
investments by the reporting bank in shares issued by banks and 
other companies that are associates of the reporting bank, and 
shares held in joint ventures. 
Listed equities 

This item shall include the aggregate amount relating to 
investments by the reporting bank in listed shares issued by 
banks or other companies, other than amounts reported 
elsewhere in this return. 
Unlisted equities 

This item shall include the aggregate amount relating to 
investments by the reporting bank in unlisted shares issued by 
banks or other companies, other than amounts reported 
elsewhere in this return. 
Securitisation or asset-backed securities 

This item shall include the aggregate amount relating to 
investments by the reporting bank in instruments issued in 
respect of a securitisation scheme, such as investments in asset- 
backed securities or mortgage backed securities. 
Derivative instruments 

This item shall include the aggregate asset position of the 
reporting bank arising from positions in derivative instruments, 
which asset position shall be reported at market value. 
Other investments 

This item shall include the aggregate amount in respect of 
investments not reported elsewhere in this return. 
Allowance for impairments i.r.0. investments 

This item shall include the aggregate amount in respect of any 
impairment relating to a diminution in value of or impairment to 
the carrying value of an investment, bill or trading security not 
carried at fair value. 
Acceptances, commercial paper, bills, promissory notes and 
similar acknowledgements of debt discounted or purchased 

This item shall include the aggregate amount in respect of bills, 
promissory notes, acceptances or similar acknowledgement of 
debt discounted or purchased by the reporting bank in order to 
provide credit, or for trading or investment purposes. 
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Line item 
!47 

- -- - - - -- 
Description -- 

Bankers' acceptances 

This itenl shall include the aggregate amount in respect of own 
or other ~ankers' acceqtgnces. 
Own ba~ ikers' acceptances 

This itern shall include any relevant amount in respect of a 
bankers'. acceptance created and endorsed by the reporting 
bank. 
Other bmkers' acceptances 

This i te~n shall include any relevant amount in respect of a 
bankers' -- acceptance - created or e n d ~ s e d  by any other bank. 
Treasur I bills 

This iten shall include any relevant amount in respect ol 
Treasuqr bills, that is, any amount relating to a short-term deb1 
obligatioi of the South Af'rican government, which debt obligatior; 
typically has an original maturity of 91-days, 182-days or 273- 
days. - -. - -- - - - 
Reserve Bank bills 

This iteri shall include any relevant amount in respect of bills 
issued by the Reserve Bank but not an amount relating to a 
debentu.e issued by the Reserve Bank, which amount shall be 
included in item 208. -- -- 
Promisa,ory notes 

This i te~n shall include any relevant amount in respect of a 
promissory note purchased by the reporting bank, other than ar 
amount ,ncluded in item 1 12. -- 
Comme -cia1 paper 

This i ten shall include any relevant amount in respect 01 
commen:ial paper purchased by the reporting bank, other that- 
an amomt included in item 252, which commercial DaDel . . 
instrument was issued to acquire capital. -- -~ .- 

Land 8 a  nk bills, liquid 

This iteri shall include any relevant amount in respect of bills 
issued by the Land Bank of South Africa, which bills qualify as 
liquid as:;ets. ---- 
Land Bz nk bills, non-liquid 

This iteri shall include any relevant amount in respect of bills 
issued by the Land Bank of South Africa, other than bills 
qualifying as liquid assets. - - 
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Line item 
257 

Description 
Other 

This item shall include any relevant amount in respect of other 
debt instruments discounted or purchased by the reporting bank, 
and not reported elsewhere in this return. 
Premises of the bank 

This item shall include any relevant amount in respect of land 01 

buildings owned by the reporting bank and used or intended tc 
be used mainly for the purpose of conducting its business as a 
bank, including any relevant amount in respect of an official 
residence or capital cost of a leasehold premise. 
Other fixed property 

This item shall include any relevant amount in respect of ar 
investment by the reporting bank in fixed property not used or 
intended to be used mainly for the purpose of conducting its 
business as a bank, including any relevant amount in respect 01 
shares acquired in companies of which the main objective is the 
acquisition and holding or development of immovable property 
other than business premises of the reporting bank, and 
amounts owing to the reporting bank in respect of immovable 
property sold by the bank under deed of sale. 
Computer equipment, including peripherals 

This item shall include any relevant amount in respect 01 
computer hardware, radio, television or communication 
equipment but not an amount in respect of computer software, 
which amount shall be reported in item 265. 
Other tangible assets 

This item shall include any relevant amount in respect of other 
tangible assets, including amounts relating to vehicles, 
equipment, furniture or fittings. 
Computer software 

This item shall include any relevant amount in respect of 
computer software, including amounts in respect of programmes 
or associated data capable of generating a display on a 
computer monitor, television screen, liquid crystal display or 
similar medium that makes provision for interactive use. 
Other intangible assets 

This item shall include any relevant amount in respect of other 
ntangible assets, such as purchased goodwill or patents. 

- 
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Line item 
168 

-- 

Description ---- -- -- 
Xents' iabilities per contra 

rhis ite~n shall incluae any relevant amount in respect of 
iabilities of clients relatiilg to any outstanding instrument 
;pecified in items 280 to 283, which instruments have not been 
ncluded under item 246 as having been discounted by the 
-eporting bank, but which have been discounted or rediscounted 
IY any cther bank or have been sold, which aggregate amount - -  - 

shall be ' he - contra item . -- to - item 79. 
Remittal lces in transit 

rhis item shall include any relevant amount in respect of- 

(a) ch'?ques or other orders to pay, drawn on one of the 
branches of a bank in the Republic or another bank in the 
Republic or the Reserve Bank, and with which another 
su :h branch or bank in the Republic has credited a clienl 
or which it has paid out but with which the first-mentioned 
briinch or bank or the Reserve Bank has not yet debited a 
clicmt; or 

(b) a   arrant voucher that the reporting bank has paid out bui 
for which it has not yet received repayment from the 
Secretary to the Treasury. -- -- 

Current income tax receivables and deferred income tax 
assets 

This iten, shall include any relevant amount in respect of a debil 
item relaflngo - a current -- or - deferred tax account. 
Assets z~cquired or bought in 

This item shall include the aggregate amount in respect o' 
assets b wght in to protect an advance or investment and not yei 
disposec of, such as movable assets, immovable property 
compani 2s or investments in shares of companies, which asset: 
shall be valued at the lower of cost or estimated net realisable 
value. -- -- 

Other 

This iteni shall include m y  relevant amount in respect of posta 
or mone-1 orders, stamps or assets not specifically required to be 
reported elsewhere in this return. -- -- - . - 
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h e  items relating 
Line item 

o contingent liabilities and other risk exposure, table 15 
Description 

Guarantees on behalf of clients 

This item shall include any relevant amount in respect of lending 
or performance related guarantees issued by the bank on behalf 
of clients in terms of which the bank will be liable to a third party 
in the event that a 
Letters of credit 

This item shall include any relevant amount in respect of 
unutilised letters of credit facilities granted by the reporting bank 
for domestic or foreign transactions, including all relevant 
amounts relating to- 

(a) confirmed letters of credit in respect of banks; 

(b) documentary credit outwards for domestic and foreign 
transactions (sight and usance), confirmed and/or 
accepted; 

(c) documentary credit inwards (sight and usance), confirmed 
andlor accepted, 

provided that any letter of credit serving as a financial guarantee 
shall be regarded as a lending-related guarantee, and be 
reported under guarantees, in item-285. 
Bankers' acceptances 

This item shall include any relevant amount in respect of 
bankers' acceptances issued and subsequently on-sold by the 
bank, that is, the bank shall report its undertaking to fulfil an 
~bligation of the person subject to the bankers' acceptance in 
the event that the said person fails to fulfil its obligation on the 
Jue date. 
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Line item 
188 

-- Description 
rrevoca >le undrawn facilities, including unutilised draw- 
down R1:ilities 

rhis itern shall include ariy relevant amount in respect of 
rrevocat le unutilised (undrawn) facilities, including all relevant 
3mounts in respect of- 

(a) loans and other credit facilities granted (whether for fixed 
or varying amounts) but not yet paid out to or used by 
clit nts; 

(b) un ~tilised overdraft facilities on current accounts; 

(c) un ltilised acceptance facilities and unutilised revolving 
crc.dit facilities: 

(d) un ~tiiised draw-down facilities, that is, facilities, regardless 
of their maturity, granted in terms of a written agreemenl 
wt-ereby the said facihties will be drawn in agreed amounts 
du . inure-arra ied periods. - .- - - - . - - - -- 

Undeswi'iting exposures 

This iteln shall include any relevant amount in respect 01 
quantifia3le underv~riting commitments, irrespective whether the 
commitn~ent is made i r i  writing or verbally, including- 

(a) all relevant note-issuance facilities; and 

(b) rel.olving underwritizg facilities in respect of which the 
co itingent risk arises from the bank's role as underwrite1 
of such issues, guara~teeing to provide a known amoun' 
of-Funds when other - .. parties . - - . - -- fail to pay. 

Credit d srivative instruments 

This iteri shall include any relevant amount in respect of thc 
bank's p~tential credit expsure arising from a credit derivativr 
contract in respect of which the bank acts as a protectior 
provider~seller. 
Other cc mtingent liabilities 

This itern shall include the aggregate amount of all relevan 
contingeit liabilities other than the amounts reported in items 
285 to 2!12 in respect of which an outflow of economic benefits is  
possible, even when it may_not be probable. 
~ortfoliZts managed& others where financing is provided 

This ite~n shall include the aggregate amount of financin~ 
provided for the purpose of acquiring a portfolio of investments 
managetl by the reporting bank, which financing has beer 
reported - -  on forms BA100 and BA900. 
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In respect of the required items this column shall reflect the 
relevant a regate amount. 
Number M 

Columns relating to selected items, table 16 

In respect of the required items this column shall reflect the 
relevant number of accounts, applications or transactions. 

1 Column number 

I 

Line - item relating I 
Line item 

297 

Description 
Amount 

selected items, table 16 
Describtion 

lnstalment sale balances - applied for 

This item shall reflect the aggregate amount in respect of 
instalment sale applications received during the reporting month, 
irrespective whether or not the applications were granted, 
declined or processed at a later stage. 
lnstalment sale balances - granted 

This item shall reflect the aggregate amount in respect of 
instalment sale applications approved during the reporting 
month. 
lnstalment sale balances - paid out 

This item shall reflect the aggregate amount in respect of 
instalment sale advances paid out during the reporting month, 
including amounts transferred from a client's instalment sale 
account-to the client's savings, cheque or other account. 
Leasing finance balances - applied for 

This item shall reflect the aggregate amount in respect of leasing 
finance applications received during the reporting month, 
irrespective whether or not the applications were granted, 
declined or processed at a later stage. 
Leasing finance balances - granted 

This item shall reflect the aggregate amount in respect of leasing 
finance applications approved during the reporting month. 
Leasing finance balances - paid out 

This item shall reflect the aggregate amount in respect of leasing 
finance advances paid out during the reporting month, including 
3mounts transferred from a client's leasing finance account to 
:he client's savings, cheque or other account. 
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Line item 
305 

-- -- 
Desc@tion 

Wortgags advances - applied for 

This iteri shall reflect the aggregate amount in respect of 
nortgagt: advance applications received during the reporting 
month, ir'espective whether or not the applications were granted, 
declined -- or processed at a later stage. 
Mortgage advances - granted 

This iteri shall reflect t h e  aggregate amount in respect of 
mortgaat! advances granted during the reporting month. 
Mortgage advances - granted on vacant land 

This item shall refled the aggregate amount in respect ol 
mortgagc! advances granted on vacant land during the reporting 
month. - - . -- -- - 
Mortgage advances - granted for construction on buildings 

This itern shall reflect the aggregate amount in respect ol 
mortgagc! advances granted during the reporting month for the 
construc ion of buildings. -- -- -- 

Mortgage advances - granted on existing buildings 

This itern shall reflect the aggregate amount in respect ol 
mortgagtt advances granted on existing buildings during the 
reporting month. 
~es idenGl  mortgages - new advances granted 

This iten1 shall reflect the aggregate amount in respect of neh 
residenti,al mortgage advances granted during the reporting 
month. -. 

Residential mortgages - new advances paid out 

This iten~ shall reflect the aggregate amount in respect of new 
residenti,~l mortgage advances paid out during the reportins 
month, i~~cluding any insurance premium or amount transferrec 
from a cient's mortgage account with the reporting bank to the 
client's s wings, chepue or other account. - -- -- - - - - . - - - 
Residen!ial mortgages - new advances paid out i.r.0 ownel 

This iteni shall reflect the aggregate amount in respect of neh 
residentii~l mortgage advances paid out during the reportins 
month, vfhich mortgage advances relate to an owner occupied 
residencc:, including any insurance premium or amouni 
transferrod from a client's mortgage account with the reporting 
bank to t i e  client's savins, -- cheque or other account. 
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Line item 
314. 317 and 320 

Description 
Residential mortgages - new advances paid out i.r.0 ownel 
occupied, buy-to-let, second mortgage and other, fixed rate 

These items shall reflect the relevant required aggregate 
amounts in respect of new residential mortgage advances paic 
out during the reporting month, which residential mortgage 
advances are subject to contractually agreed fixed rates 01 
interest, including any insurance premium or amount transferrec 
from a client's mortgage account with the reporting bank to the 
client's savings, cheque or other account. 
Residential mortgages - new advances paid out i.r.0 ownel 
occupied, buy-to-let, second mortgage and other, flexible 
rate 

These items shall reflect the relevant required aggregate 
amounts in respect of new residential mortgage advances paic 
out during the reporting month, which residential mortgage 
advances are subject to contractually agreed variable or flexible 
rates of interest, including any insurance premium or amoun, 
transferred from a client's mortgage account with the reporting 
bank to the client's savings, cheque or other account. 
Residential mortgages - new advances paid out i.r.0 buy-to. 
let 

This item shall reflect the aggregate amount in respect of new 
residential mortgage advances paid out during the reporting 
month, which mortgage advances relate to buy-to-let residences, 
including any insurance premium or amount transferred from a 
client's mortgage account with the reporting bank to the client's 
savings, cheque or other account, but not an amount in respecl 
of any residence mainly used for purpose of vacation or holiday. 
Residential mortgages - new advances paid out i.r.0 second 
mortgage and other 

This item shall reflect the aggregate amount in respect of new 
residential mortgage advances paid out during the reporting 
month, which mortgage advances relate to second mortgages, 
that is, a second mortgage registered over a property in respect 
of which previously a first mortgage already has been registered, 
and other disbursements, including- 

(a) any insurance premium or amount transferred from a 
client's mortgage account with the reporting bank to the 
client's savings, cheque or other account; 

(b) an amount relating to a residence mainly used for vacation 
or holiday. - 
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Line item 
323 

--- 
Description - 

Residen..ial mortgages - re-advances granted 

This iten1 shall reflect the aggregate amount in respect of re- 
advance!, on residential mortgages granted during the reporting 
month, tqat is, the aggregate amount in respect of facilities 
granted to redraw amounts previously repaid on existing 
residenti; 11 -- mortgage advances. - -- 
kesidenlial mortgages - re-advances paid out 

This iten1 shall reflect the aggregate amount in respect of re- 
advance!; on residential mortgages paid out during the reporting 
month, i~~cluding any insurance premium or amount transferred 
from a c ient's mortgage account with the reporting bank to the 
client's swings, . cheque or other account. 
Farm mortgages - granted 

This iter.1 shall reflect the aggregate amount in respect of all 
advance; granted for farming purposes but not yet paid out 
during th? reporting month. -- - - 
Farm Girtgages - paid out 

This iter i shall reflect the aggregate amount in respect of all 
relevant advances paid out for farming purposes, including 
insuranc? premiums and amounts transferred from a client's 
mortgagl? account with the reporting bank to the client's savings, 
c h x u e  (c, other account. . - - -- - 
Comme~cial and other mortgage advances - granted 

This i t e r~  shall reflect the aggregate amount in respect of all 
mortgagl? advances other than residential home or farm 
mortgagls granted but not yet paid out during the month. 
Commei'cial and other mortgage advances - paid out 

This ite~n shall reflect the aggregate amount in respect of 
commerc:ial and other advances, excluding residential or farm 
mortgagls, paid out during the reporting period, including any 
insuranc? premium or amount transferred from a client's 
advance account with the reporting bank to the client's savings, 
cheque or other account -- - -- --- 
OverdraX facilities - drawn 

This iteri shall reflect the aggregate amount in respect of all 
utilised cverdraft facilities. ---- 
Overdraft facilities - undrawn 

This iteri shall reflect the aggregate amount in respect of all 
unutilisecl - overdraft facilities. 
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Line item Description 
Credit card, straight accounts - drawn 

This item shall reflect the aggregate amount in respect of all 
utilised facilities on credit card straight accounts. 
Credit card, straight accounts - undrawn 

This item shall reflect the aggregate amount in respect of all 
unutilised credit card straight facilities. 
Credit card, budget accounts - drawn 

This item shall reflect the aggregate amount in respect of all 
utilised facilities on credit card budget accounts. 
Credit card, budget accounts - undrawn 

This item shall reflect the aggregate amount in respect of all 
unutilised facilities on credit card budget accounts. - 
Debit card transactions 

This item shall reflect the aggregate amount in respect of all 
debit transactions on debit cards issued by the reporting bank in 
terms of which the client may access the account to withdraw 
money or pay for goods or services. 
Travellers' cheques: Rand 

This item shall reflect the aggregate amount in respect of all 
travellers' cheques denominated in rand issued by the reporting 
bank during the reporting month. 
Travellers' cheques: other currency 

This item shall reflect the aggregated amount in respect of all 
travellers' cheques denominated in currencies other than rand 
issued by the reporting bank during the reporting month. 

This column shall reflect the relevant required aggregate 
amounts in respect of all new traditional securitisation of assets 
during the month in respect of which the bank acted as an 
originator, that is, this column shall reflect the relevant required 
aggregate amounts in respect of assets securitised the relevant 
amounts of which are no longer reflected on the bank's balance 
sheet, but not an amount related to third party securitisation or 
assets temporarily acquired or purchased for warehousing or 
book building. 

Columns relating to securitisation activity, table 17 
Column number Description 

New securitisation during the month 
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Column number /2 Description - 

Outstanl fing balance in respect of securitisation 

This co l~mn shall reflect the relevant required outstanding 
balances of securitised assets in respect of which the reporting 
bank actad as an originator, the relevant amounts of which are 
no longe- reflected on the bank's balance sheet but the revenue 
streams of which currently are administered by the reporting 
bank. 

activi%table 17 
Line item - Desc9tion .- - 

Public s actor: loans and advances 

This iten1 shall reflect the required aggregate amounts in respect 
of all rell?vant public sector loans or advances securitised, such 
as mort!lage loans, instalment sale and leasing transactions, 
foreign currency loans and advances, credit cards, overdrafts 

- --- 

Columns relating tl assets 1 emporarily acquired, table 18 
Description 

Total acquired 

This coumn shall reflect the relevant required aggregate 
amounts of assets temporarily acquired. Column 1 shall be the 
total of cdumn 2 to 6 for the respective line items. -- - - -- -- - -- - -- 
Sold out:right 

This coumn shall reflect the relevant required aggregate 
amounts of assets sold outright that previously were temporarily 
acquired. 
Sold unl& repo 

This co'umn shall refiect the relevant required aggregate 
amounts of assets sold in terms of a repurchase agreement that 
previous y were temporarily acquired. 
On-lent 

This coumn shall reflect the relevant required aggregate 
amounts of assets lent to other parties that previously were 
temporai$y acquired. 
Pledged as security 

This coumn shall reflect the relevant required aggregate 
amounts of assets pledged as security that previously were 
temporal ily acquired. 
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This column shall reflect the relevant required aggregate 
amounts of assets in hand that previously were temporarily 
acquired. - 

- 

.ine items relating 

Column number 
6 

Line item 
35 1 

Description 
Other 

o assets temporarily acquired, table 18 
Description 

Total assets temporarily acquired 

This item shall reflect the relevant required aggregate amounts 
in respect of assets temporarily acquired, including all relevant 
assets acquired in terms of a resale agreement or securities- 
borrowing agreement or arrangement. 
Under loans granted under resale agreements 

Based on the relevant specified instruments and sectors this 
item shall reflect the relevant required aggregate amounts in 
respect of assets temporarily acquired 
Other securities 

This item shall reflect the relevant required aggregate amounts 
in respect of securities other than certain specified equity or debt 
securities, such as redeemable preference shares, derivative 
instruments and hybrid instruments. 
Under securities-borrowing agreement 

Based on the relevant specified instruments and sectors this 
item shall reflect the relevant required aggregate amounts in 
respect of assets temporarily acquired under securities- 
borrowing agreement. 

This column shall reflect the relevant required aggregate 
amounts of assets lent to other parties in terms of a securities- 

Columns relating to assets lent to other parties, table 19 

lending agreement or arrangement. 
Of which: on lent 

Column number 
1 

This column shall reflect the relevant required aggregate 
amounts of assets lent to other parties in terms of a securities- 
lending agreement or arrangement that previously were acquired 

Description 
Total lent to other parties 
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Line item 
assets ?nt to other parties, table 19 --- 

Description 
Total as:;ets lent 

Columns relating to flows ir respect of selected liability and asset items, tables - 
!O and 21 
Column number -- -- P 

Description 
lpening stock (balance) 

rhis col(rmn shall reflect the outstanding balance of selected 
iability a i d  asset items at the beginning of the reporting period, 
vhich an~ounts shali be equal to the relevant values included in 
he balaxe sheet of the reporting bank in respect of the 
~recedin~ 1 .- rexorting period. 
rransacions at transaLtion value 

rhis coltlmn shall reflect the relevant required net amounts of 
~ssets a ~d liabilities at transaction value, including any relevant 
]mount i I respect of accrued interest, which- 

:a) tra~sactions in the specified liability and asset items, for 
exiimple, may arise from a mutual agreement between 
institutional units for the creation, liquidation or change in 
ownership of the relevant specified item; 

:b) ch;mge in ownership may occur through the sale, transfer 
or jischarge of all the relevant rights, obligations and risks 
as:;ociated with the said liability or asset item, 

~rovided that- 

(i) any relevant amount of accrued interest on deposits, 
loans or securities other than shares, shall within the 
relevant reporting period be included as part of the 
outstanding amount of the relevant underlying asset 
or liability item; 

(ii) any relevant amount of interest accrued in each 
relevant reporting period shall be recorded as a 
transaction as if it was a further acquisition of an 
asset andlor a further incurrence of a liability; 

(iii) any relevant debit amount shall represent either a 
purchase or acquisition of an asset or a reduction in 
a liability; 
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Column number 

3 

Description 
(iv) any relevant credit amount shall represent either a 

sale or disposal of an asset or an increase in a 
liability; 

(v) any relevant decrease in the value of an item shall 
be reported as a negative amount whilst any relevant 
increase in the value of an item shall be reported as 
a positive amount. 

Valuation changes 

This column shall reflect the relevant required amounts related to 
gains or losses in the values of the specified asset and liability 
items, which gains or losses may arise from changes in the 
prices of the said asset and liability items, as reflected in the 
market values, fair values andlor changes in exchange rates of 
the said items, provided that any relevant decrease in the value 
of an item shall be reported as a negative amount whilst any 
relevant increase in the value of an item shall be reported as a 
positive amount. 
Other changes 

This column shall reflect the relevant required aggregate 
amounts relating to changes between the opening and closing 
balances of the specified asset and liability items that are neither 
due to transactions nor revaluations, such as amounts written 
off, reclassifications due to changes in legal status and other 
miscellaneous changes arising from exceptional or unanticipated 
events, provided that any relevant decrease in the value of an 
item shall be reported as a negative amount whilst any relevant 
increase in the value of an item shall be reported as a positive 
amount. 
Closing stock 

This column shall reflect the outstanding balance of selected 
liability and asset items at the end of the reporting period, which 
amounts shall be equal to the relevant values at the beginning of 
the reporting period plus or minus the relevant values included 
in columns 2 to 4. 

Note: The values of liability and asset items included in column 5 
;hall be equal to the relevant amounts reported in the balance 
Sheet of the reporting bank at the end of the relevant reporting 
nonth. 

(8) Instructions relating to the completion of the form BA 900 are furnished with reference 
to the corresponding liability, capital and reserve funds, or asset item appearing in the 
balance sheet, in form BA 100, and, in respect of a contingent liability or other relevant risk 
exposure, with reference to the corresponding item appearing in the statement of off- 
balance-sheet activities, in the form BA 110, as follows: 
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ssets 
Form BA 100 

Line I Col I ~escrietion 

1 
Cash and baL mces with 
central bank 

3 3 Gold coin anc bullion 

4 
Local currency and 
foreign currer cy 

5 
Mandatory re serve 
deposits with central bank 

6 
Other bala%!s with 
central bank 

8 3 NCDs 

9 3 Treasury bills 

10 ' 3 Other 

- 
13 3 Homeloans 

Plus 
14 3 Commercig! lortgages 
15 3 Credit cards 

17 3 Overdrafts 

Plus 20 3 Term loans 

Form BA 900 

----,- 
lo3  

Central Bank money and gold 
(total) I 
Foreign currency notes and 

Plus (27 3 
- 

105 3 Gold coin and bullion 
l o 4  

subsidiary coin 
Plus 

Foreign currency notes and 
127 3 coin 

Domestic cash reserve 
10 7 3 deposits with SARB : interest 

bearing 
Domestic cash reserve 

Plus 108 3 deposits with SARB : non- 
interest bearing 

109 3 Other deposits at SARB 

NCDslPNs issued by banks 

- 
250 
251 SARB bills 

Plus 252 3 Promissory notes 
Plus 253 3 Commercial paper - - -. - - - 

1 50 
Mortgage advances (total of 
farm, residential, commercial) 

-- 
3 Credit card debtors 166 -- 

126 
Foreign currency loans and 
advances (total) 

1 Other deposits with and loans lPius l6 
and advances to SA banks 

J 
coin - .- 

Lease and in:.talment 
16 

debtors 3 suspensive sales and leases 
-- I j3' (total) 

Plus 21 3 Factoring accounts 

Plus 23 3 Other loans tr I clients 

Redeemable ,reference 135 Redeemable preference 1 
shares and ol her shares 

18 
equivalent as iets issued Debentures and other interest 

to provide cred~t 3 bearing security investments 
of rivate sector , 
Deposits and loans and 

Pius 117 3 advances to foreign banks in 
rand 
Overdrafts, loans and Plus 71 
advances : Public sector 
Overdrafts, loans and 

Pius 180 3 advances : Private sector 

I 
(factoring included) , Less Foreign currency notes and 
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Assets continue ... -- 
Form BA 100 

Line ] Col ( Description 

19 
Trade, other bills, and 
bankers' acceptances 

22 
Deposits placed under 
resale agreements 

25 3 Less: Credit impairments 
27 Investment and trading: 

Plus Equities - listed 

28 3 Investment and trading: 
Plus Equities - unlisted 

29 3 Commodities 
Plus 

35 Pledged assets: Equities 

Plus listed 

36 
Pledged assets: Equities 
unlisted 

30 
lnvestment and trading: 
Government and 

Plus government guaranteed 
securities 
Pledged assets: 

37 Government and 
government guaranteed 
securities 

3 1 3 Investment and trading: 
Plus Other securities 

38 Pledged assets: Other 
securities 

32 3 Impairment 

33 Derivative financial 
instruments 

39 lnvestment in subsidiary 
- companies 

40 3 Investment in associate 
companies 

Plus 

4 1 3 Investments in joint 
ventures 

43 3 Intangible assets 
48 3 Investment property 

Plus 
49 3 Property and equipment 
50 3 Current income tax 

Plus receivables 

51 Deferred income tax 
assets --- 

-- - 

Form BA 900 
Line 1 Col I Description 
247 3 Bankers' acce~tances 

'lus 254 3 Land Bank bills 
Other (short term debt 

)IUS 257 instruments) 

1 I8 
Loans granted under resale 
agreements 

1 94 3 Less: Credit impairments 

225 3 Listed equities 

229 3 Unlisted equities 

Securitisationl asset-backed 
)Ius 233 securities 

'lus 241 3 Other investments 

Interest bearing 
1 96 3 centrallprovincial government 

securities 

207 
Other public sector interest 
bearing securities 

245 3 Impairments i.r.0 investments 

237 3 Derivative instruments issued 

21 7 3 Equity holdings in subsidiaries 

22 1 Equity holdings in associates, 
including joint ventures 

264 3 Intangible assets 

259 3 Tangible assets 

Current income tax 
270 3 receivables and deferred 

income tax assets 
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Assets continue . .. 
Form BA 100 ]-- Form BA 900 

Line I Col I Description I Line I Col 1 Descilption 
3 Retirement benefit assets 3 Post-employnlent assets I ;7'; 

I 3 TOTAL ASSETS 

1 .- 1 2 8 _  3 Clients' liabilities per contra 
I 3 TOTAL ASSETS 

,iabilities - - 
Form BA 100 Form BA 900 

Line 1 Col 1 c - -  o -- Col I Description 
1 7 Total deposits 

Deposits, cur ent Plus 
55 3 accounts and other 41 4 Other borrowed funds 

creditors I Plus 
I 58 4 Foreign - currency funding 

Less 

I 

56 1 
Deposits (cheque accounts, 

3 Current accol ~nts  
--I ' rand and foreign currency) 

57 3 Savings depc sits 1 
Deposits (savings accounts, 

- -- *-- rand and foreign currency) 

Negotiable a rtificates of I NCDsl PNs included in total 
60 deposit 

8 deposits (rand and foreign 
currency) -- 

62 Deposits rect jived under ; 42 Loans received under 
repurchase a areements 1 repurchase transactions - 1  

4 Liabilities i.r.0 financial 

67 
Derivative fin,mcial 

3 .  
instruments 

I derivative instruments: 1 Plus domestic sector 

I Liabilities i.r.0 financial 
: 85 4 derivative instruments: foreign 

--- t sector 
Other trading liabilities 1 86 4 (excluding derivatives) - 

68 
I 

3 Other trading liabilities I domestic sector 
Other tradina liabilities 

Plus 90 4 (excluding derivatives) - 
- .  foreign sector 

69 Long-term debt 
instruments 4 Debt securities: subordinated 

73 3 Current incofile tax ! 
liabilities 

Plus 02 4 Tax (current and deferred) 

74 Deferred incc me tax 1 
liabilities - --- i 

i 
95 4 TOTAL LIABILITIES 

79 3 TOTAL L IAmmEs  / Lass 

1 '" 4 Outstanding liabilities on 
-- -- behalf of clients 
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Continaent liabilities and other risk exDosure 

Equity 
Form BA 100 

Line 1 Col 1 -- Description 
8 1 3 Share capital 
82 3 Retained earnings 

Plus 
83 3 Other reserves 

Form BA 900 
Line 1 Col I Description 
97 1 Share capital 

101 
Other reserves (including 
retained earnings) 

__A 
~ ~- 

Form BA 110 
Line no Column no 

1 3 

Form BA 900 
Line no Column no 

285 1 
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ANALYSIS OF INSTALMENT SALE TRANSACTIONS, LEASING TRANSACTIONS AND 
SELECTEDASSETS 

Paae no. 

1. Form BA 920 - Analys s of instalment sale transactions, leasing 
transac:tions and selected assets .......................................... 840 

2. Regulation 63 - Directi11es and interpretations for completion of the 
quarte~ly return concernir~g analysis of instalment sale 
transactions, leasing transactions and selected assets 
(Form 3A 920) .................................................................... 844 



840 
ANALYSIS OF INSTALMENT SALE TRANSACTIONS, LEASING TRANSACTIONS AND SELECTED ASSETS 
(Confidential and not available for inspection by the public) 
Name of bank . . .  . .. .. . .. ... . . . . .... . .. ... .... . . .,...., ,, ., 
Quarter ended. ...... . . .............. ..... . .. .... (yyyy-mmdd) 

BA920 
Quarterly 

TYPE OF ASSET AND AGREEMENT 

Outstanding balance at end of quarter 

Table , 
Passenger cars: 
- new 
- used 
Commercial vehiclesC -light: 
- new 
- used 
Commercial vehicles -medium and heavy: 
- new 
- used 
Commercial vehicles - minibuses: 
- new 
- used 
Other land transport equipment 
Total vehicles (total of items 1 to 9) 
Air transport equipment 
Sea and water transport equipment 
Agricultural machinery and equipment 
All household appliances 
Industrial machinery and equipment 
Commercial equipment 
Computer, IT and other office equipment 
Olher goods 
Total: all goods (total of items 10 to 18) 
a) For ofnclal use onlv. 

(All amounts to be rounded off to the nearest R'000) 
I Asset item 139 of form BA 900 Total number 

Line no. lnstalment Financial Operating of unitsb 
sales leases leases 

a 1 2 3 4 

b) Actual number, not thousands. 
c) Excluding minibuses. 



(All amounts to be rounded off to the nearest R'000) 

no, 

Non- 
General Financial financial Foreign 

government corporate c o o r a t e  
Total 

sector sector sector Sector - 
I a 1 2 3 4 5 6 

11 

TYPE OF CLIENT 

Outstanding balance at end of quarter 

-- Ta* 
lnstalment sale transactions (BA 900 itern 140) (total of iterns 21 to 29) 

Vehicles 
Air transport equipment 
Sea and water transport equipment 
Agricultural machinery and equipment 
All household appliances 
Industrial machinery and equipment 
Commercial equipment 
Cornouter. IT and other o f k e  wuinmnnt 
Other goods 

Leasing transactions (BA 900 item 145) (total of items 31 an3 41) 
Financial leases (total of items 32 to 40) 

Vehides 
Air transport equipment 
Sea and water transport equipmefit 
Agricultural machinery and equiprnerit 
All househo!d appliances 
Industrial machinery and equipme~lt 
Commercial muipmerit 
Computer, IT and other office equipment 
Other goods 

Operating leases (total of items 42 to 50) 
Vehides 
Air transport equipment 
Sea and water transport equipment 
Agricultural machinery and equipment 
All household appliances 
Industrial machinery and equipment 
Commercial equipment 
Computer. IT and other office equipment 
Other goods 

a) For official use only. 



(All amounts to be rounded off to the nearest R'( 
Transactions during the quarter at 1 

Equals: 
balance at 

snd of quarter 
(BA 900) 

transaction value 
Plus1 

minus: 
valuation 
changes 

Balance at 
end of 

Line no. previous 

Plus1 
minus: 
other 

changes 

Plus: 
Plus: 

capital 
other Minus: 

expenditure 
disposal 

assets assets 

NON-FINANCIAL ASSETS 
quarter 
(BA 900) 

Table 3 
Total premises1 buildings (BA 900 item 260) (total of items 52 and 53) 51 

Improvements to leasehold bank premises1 buildings 52 
Bank premises1 buildings 1 53 

Total other fixed property (BA 900 item 261) (total of items 55 and 56) 1 54 
Other non-residential premises1 buildings 
Residential premises1 buildings 

Total computer equipment (BA 900 item 262) (total of items 58 and 59) 1 57 
Computers, peripherals and IT equipment 58 
ATM's 

Total other tangible assets (BA 900 item 263) (total of items 61 to 63) 
Passenger cars 1 61 
Other vehicles1 transport equipment 1 62 

Other machinery and equipment, furniture and fittings 
Computer software (BA 900 item 265) 

Other intangible assets, including purchased goodwill (BA 900 item 266) 65 
Total (of items 51, 54, 57. 60. 64 and 65) 66 
a) For ofRcial use only. 

b) Including additions, alterations and improvements to exlstlng assets. 



Personnel and infrastructure of the reporting bank I Line no. 1 ~ u r n b e ?  1 
I 

Number of individual contractors rendering services to the bank 
Number of personnel in employ 
Number of cash-dispensing automated teller machines operated by the reporting bank 
Number of branches and sub-branches in the Republic 
Number of agencies in the Republic 
Number of branches and agencies in foreign countries 
Number of current accounts, including acwunts ufider cash-management schemes 
Number of deposit accounts, excluding currer~t accounts 

910(106) 
910(105) 

Number of reporting bank's electronic data transfer (card swipe) machines at point of sale 
Number of motor vehicles repossessed by the reporting bankd: 
- Passenger cars 
- Commercial vetiicles and otherC 
Number of properties repossessed by thc reportiiij bankd: 
- Residential properties 
- Commercial properties 
Hash total 
a) For official use only. 

b) Actual number, not thousands. 

C) Including rnlnlbuses. 

d) During the reporting quarter. 
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63. Analysis of instalment sale transactions, leasing transactions and selected assets - 
Directives and interpretations for completion of quarterly return concerning 
analysis of instalment sale transactions, leasing transactions and selected assets 
(Form BA 920) 

(1) The content of the relevant return is confidential and not available for inspection by the 
public. 

(2) The purpose of the return primarily is- 

(a) to obtain selected data required for the analysis of instalment sale transactions, 
leasing transactions and other selected assets; 

(b) to obtain selected information in respect of household and corporate debt; 

(c) to analyse by asset type trends in lending, fixed investment and durable 
consumption expenditure; 

(d) to obtain selected data required for the compilation of South Africa's national 
accounts; and 

(e) to obtain selected data relating to the scale of banking activity in South Africa 

(3) The institutional breakdown of liabilities and assets shall be made in accordance with the 
information contained in the Institutional Sector Classification Guide for South Africa. 1 

(4) Instructions relating to the completion of tables 1 to 4 of the form BA920 are furnished 
with reference to the headings and item descriptions of certain columns and line item numbers 
appearing on form BA 920, as follows: 

Columns relating tc 
r o l u m n  number 

lnstalment sales 

Based on the specified asset types this column shall reflect the 
relevant required amounts due and payable to the reporting bank 
in respect of all relevant instalment sale transactions, excluding 
any amounts in respect of unearned finance charges. 
Financial leases 

Based on the specified asset types this column shall reflect the 
relevant required amounts due and payable to the reporting bank 
in respect of all relevant financial leasing transactions, excluding 
any amounts in respect of unearned finance charges. 

1 
Copies of this guide can be obtained from the Research Department, S A Reserve Bank. P 0 Box 7433. Pretoria. 0001. 
The guide can also be accessed on the Website address www.resbank.co.za, under statistical and economic 
information, other publications 
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Column number 
F O p e G t m  eases 

Description 

Based on tlle specified asset types this column shall reflect the 
relevant rec uired amounts due and payable to the reporting bank 
in respect of all relevant operating leasing transactions, 

1 and 2 

3,4, 5 and 6 

7 and 8 

o tables 1 irnd 2 
Description 

Passenger cars 

These iteris shall reflect the relevant required aggregate 
amounts relating to motor vehicles primarily used for the 
transport o '  passengers, such as convertible vehicles, sedans, 
station wa'jons, sport utility vehicles (SUVs), multi-purpose 
vehicles (M Ws), luxury 4x4 vehicles, and similar vehicles. --- 

Commercial vehicles 

These iteris shall reflect the relevant required aggregate 
amounts rc lating to vehicles other than passenger vehicles or 
trailers towed by passenger vehicles, and shall include- 

(a) all reievant amounts relating to vehicles designed, used or 
mainiained for the transportation of persons or property for 
hire, compensation, profit, or in the furtherance of a 
commercial enterprise; 

(b) all bc kkies, double cabs or extended cabs, trucks, vans, 
minibuses, buses or lorries even when some of the 
specified vehicles are privately owned or used for 
purpcses other than commercial purpose, 

provided t h ~ t  for purposes of the form BA920- 

(i) minibuses shall be classified separately: 

(ii) light commercial vehicles mean vehicles with a gross 
weight of up to 3500 kg; 

(iii) medium and heavy commercial vehicles mean 

-- vehicles with a gross weight of more than 3500 kg. 
Minibuses 

These i t e m  shall reflect the relevant required aggregate 
amounts re:ating to small bus-type vehicles, typically capable of 
transporting: 20 passengers or less. 
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Line item numbel 

10,21, 32 and 42 

11, 22, 33 and 43 

12, 23,34 and 44 

13,24,35 and 45 

-- 
14, 25,36 and 46 

Description 
Other land transport equipment 

This item shall reflect the relevant required aggregate amounts 
relating to all vehicles or equipment other than the vehicles 
included in items 1 to 8, which vehicles are used for the 
transportation of people or objects on land, including all relevanl 
amounts relating to trailers, caravans or motorcycles. 
Total vehicles 

ltem 10, column 1, shall be equal to item 21, column 6. 
ltem 10, column 2, shall be equal to item 32, column 6. 
ltem 10, column 3, shall be equal to item 42, column 6. 
Air transport equipment 

These items shall reflect the relevant required aggregate 
amounts relating to all equipment used for air transport, such as 
aircraft and helicopters. 

ltem 11, column 1, shall be equal to item 22, column 6. 
ltem 11, column 2, shall be equal to item 33, column 6. 
ltem 11, column 3, shall be equal toitem 43, column 6. 
Sealwater transport equipment 

These items shall reflect the relevant required aggregate 
amounts relating to all equipment used for sea and wate~ 
transport, such as boats, yachts and jet skis. 

ltem 12, column 1, shall be equal to item 23, column 6. 
ltem 12, column 2, shall be equal to item 34, column 6. 
ltem 12, column 3, shall be equal to item 44, column 6. 
Agricultural machinery and equipment 

These items shall reflect the relevant required aggregate 
amounts relating to all machines and equipment used f o ~  
agricultural purposes, such as tractors, ploughs, mowers anc 
balers. 

Item 13, column 1, shall be equal to item 24, column 6. 
ltem 13, column 2, shall be equal to item 35, column 6. 
ltem 13, column 3, shall be equal to item 45, column 6. 
Household appliances 

These items shall reflect the relevant required aggregate 
amounts relating to all items intended for normal household use, 
such as televisions, furniture, video recorders, refrigerators and 
Aher household electrical equipment. 

ltem 14, column 1, shall be equal to item 25, column 6. 
ltem 14, column 2, shall be equal to item 36, column 6. 
Item 14, column 3, -. shall be equal to item 46, column 6. 
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Line item number -- 
5,26, 37 and 47 

16,27,38 and 48 

17, 28,39 and 49 

18, 29,40 and 50 

19, 20,31 and 41 

-- - Dgscription 
Industrial ~nachinery and equipment 

These iterls shall reflect the relevant required aggregate 
amounts rc lating to all equipment used in industrial production; 
manufacturing or construction, such as forklifts and furnaces, or 
any other s milar machinery. 

ltem 15, co umn 7 ,  shall be equal to item 26, column 6. 
ltem 15, co:umri 2. shall be equal to item 37, column 6. 
ltem 15; co,umn 3, shall be eqgal to item 47, column 6. -- -- 
Commerci 31 equipment 

These iter ns shall reflect the relevant required aggregate 
amounts /,elating to all equipment used within businesz 
framework!; and applications, or in the furtherance of a 
commercia enterprise. 

ltem 16, column 1, shall be equal to item 27, column 6. 
ltem 16, column 2, shall be equal to item 38, column 6. 
ltem 16, cclumn 3, shall be equal to item 48, column 6. -- .. - - - - - 
Computer. IT and other office equipment 

These iterns shall reflect the relevant required aggregate 
amounts rc?lating to all computer related equipment, hardware 
and software, andlor any other office equipment such as 
furniture. 

ltem 17, cclumn ? ,  shall be equal to item 28, column 6. 
ltem 17, cclumn 2, shall be equal to item 39, column 6. 
ltem 17, cclumn 3, shall be equal to item 49, column 6. - - 
Other goo I s  

These ite~ns shall reflect the relevant required aggregate 
amounts rtdating to all goods or items other than the goods 01 
items respcx3ively reported in items 10 to 17, 21 to 28, 32 to 3E 
and 42 to 49. 

ltem 18, column 1, shall be equal to item 29, column 6. 
ltem 18, co!umn 2, shall be equal to item 40, column 6. 
ltem 18, column 3, shall be equal to item 50, column 6. 
All goods 

ltem 19, column 1, shall be equal to item 20, column 6. 
ltem 19, coku-nn 2, shall be equal to item 31, column 6. 
ltem 19, column 3, shall be equal to item 41, column 6. 
The sum cf the amoimts reported in item 19, columns 1 to 3, 
shall be eqdal to item 139, column 3, of the form BA900 for the 
relevant qu Mer-end. 
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2olumns relating tc 
Column number 

table 2 
Description 

Household sector 

This column shall reflect the relevant required aggregate 
amounts in respect of instalment sale and leasing transactions 
with the household sector. 

The household sector includes all households (individuals), 
unincorporated business enterprises of households, non-profil 
institutions serving households, private trusts and friend11 
societies. 
General government sector 

This column shall reflect the relevant required aggregate 
amounts in respect of instalment sale and leasing transactions 
with the general government sector. 

The general government sector includes the central government, 
provincial government, social security funds and loca, 
governments. 
Financial corporate sector 

This column shall reflect the relevant required aggregate 
amounts in respect of instalment sale and leasing transactions 
with the financial corporate sector. 

The financial corporate sector includes the Reserve Bank, the 
Corporation for Public Deposits, banks, insurers and pension 
funds, other financial intermediaries and financial auxiliaries. 
Non-financial corporate sector 

This column shall reflect the relevant required aggregate 
amounts in respect of instalment sale and leasing transactions 
with the non-financial corporate sector. 

The non-financial corporate sector includes both private non- 
financial companies and public non-financial companies. 
Foreign sector 

This column shall reflect the relevant required aggregate 
amounts in respect of instalment sale and leasing transactions 
with the foreign sector. 
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2olumns relating to table 3 ---- 
Column number I -- Description 
2 2apital exltenditure on new assets 

rhis columi shall reflect the relevant required positive amounts 
.elating to ciapita1 expenditure in respect of- 

(a) cons! ruction (erection) of new buildings; 

(b) additons, alterations and improvements to existing 
build, ngs; 

(c) new dant and machinery; 

(d) used plant and machinery if imported, 

and all relevant progress payments to outside contractors, 
interest anci ---- other reievant capitalised costs. 
other purc:hases (used I existing assets) 

This column shall reflect the relevant required positive amounts 
relating to the acquisition of land and the acquisition of existing 
buildings a i d  used plant, machinery and vehicles. 
Sales or d lsposal 

This colurin shall reflect the relevant required amounts in 
respect of :;ales or disposal of - the respective assets. 
Valuation zhanges 

This colurrn shall reflect the relevant required amounts relating 
to changts in the value of non-financial assets due to 
revaluation, that is, a negative change or decrease in the value 
of an assc t shall be reported as a negative amount whilst an 
increase in the value of an asset shall be reported as a positive 
E n ! -  __-- -- - 

Other cha~ iges 

This colurrn shall reflect the relevant required amounts relating 
to changes in the balances of non-financial assets for reasons 
other than ;pecific transactions or revaluations, such as amounts 
written off, depreciation, amcrtization or any o!her change in the 
relevant b dance belween the end of the previous reporting 
quarter anJ the end of the current reporting quarter, provided 
that any nc gative change or decrease in the relevant balance of 
an asset !;hall be reported as a negative amount whilst an 
increase in the relevant balance of an asset shall be reported as 
a positive amount. - - 
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Line items relating 
Line item number 
52 

850 

o table 3 
Description 

Improvements t o  leasehold bank premises1 buildings 

This item shall reflect the relevant required amounts in respect of 
improvements, additions, renovations or alterations to bank 
premises andlor buildings leased by the reporting bank. 
Bank premisesl buildings 

This item shall reflect the relevant required amounts in respect of 
premisesl buildings held or registered in the bank's own name 
for conducting banking business. 
Other fixed property 

This item shall reflect the relevant required amounts in respect of 
any other fixed property, such as buildings andlor premises 
owned by the reporting bank, including all relevant amounts in 
respect of residential or non-residential property. 
Computers, peripherals and IT equipment 

This item shall reflect the relevant required amounts in respect of 
computer hardware, printers, scanners or other IT related 
equipment but not any amounts related to computt?rsoftware. 
ATM's 

This item shall reflect the relevant required amounts in respect of 
all cash-dispensing automated teller machines owned by the 
reporting bank. 
Total other tangible assets 

This item shall reflect the relevant required aggregate amounts 
in respect of all other tangible assets such as passenger cars; 
other vehicles or transport equipment, machinery; furniture and 
other equipment provided thatall relevant amounts in respect of 
commercial vehicles, including minibuses and bakkies, other 
vehicles and transport equipment for transportation by land, sea 
and air shall bei-eported in item 62. 
Computer software 

This item shall reflect the relevant required amounts in respect of 
a11 purchases or development costs of computer software 
2apitalised by the reporting bank. 
Other intangible assets 

This item shall reflect the relevant required amounts in respect of 
2xpenditure incurred by the reporting bank in respect of the 
xquisition of intangible assets. 
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.ine items relating 
Line item number 

o table 4 -- 
--- Description -- -- 
Number 01 individual contractors rendering services to the 
bank 

This item ;hall reflect only the relevant number of individual 
contractors rendering services to the bank but not any number 
related to legal persons such as close corporations or 
companies - ------ - 
Number 01 personnel in employ 

This item shall ref:ect the relevant number of employees 
employed f m l - e g o r t ~ n g  bank or controlling company. -- - - - - - - - - 
Number of cash-dispensing automated teller machines 
operated t y the reporting bank 

This item :,hall reflect the relevant number of automated teller 
machines owned or leasea' by the reporting bank but not any 
number rel.ated to automated teller machines of other banks that 
may be aczessed by clients of the reporting bank via a linking 
system or arrangement, which automated teller machines 
dispense cash or combine the dispensing of cash with other 
functions. ----- 

Number ol branches and sub-branches in the Republic 

This item s la11 include the head office, sub-branches and mobile- 
branches, i' applicable, of the reporting bank. - 
Number 01 agencies in the Republic 

,This item :;hall reflect the relevant number of agencies in the 
Republic siaffed by personnel of the reporting bank or other 
organisatio~s acting on behalf of the reporting bank, including 

,the relevarlt number related to all relevant mobile agencies, 
(when applb:able, but not any number related to unstaffed points 

as un:;taffed automatic-teller machine centres. 
Number 01 branches and agencies in foreign countries 

lThis item shall reflect the relevant number of branches and 
'agencies i i  foreign countries staffed by personnel of the 
reporting ksnk or other organisatioris acting on behalf of the 
reporting t'ank, including the relevant number related to all 
relevant mobile agencies, when applicable, but not any number 
related to jnstaffed points such as unstaffed automatic teller 

-- -- 
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Line item number 

76 and 77 

78 and 79 

Description 
Number of current a c c ~ u n t s ~ i n c l u d i n ~  those under cash- 
management schemes I 
This item shall reflect the reporting bank's relevant number of 
current accounts irrespective whether the accounts have debit or 
credit balances provided that any account forming part of a cash- 
management scheme or arrangement shall be counted once, 
and the central group account shall also be counted. 
Number of deposit accounts, excluding current accounts 

This item shall reflect the reporting bank's relevant number of 
deposit accounts, including savings accounts, fixed deposit 
accounts, notice deposit accounts and any other type of deposit 
account or product offered by the reporting bank, such as NCDs 
and PNs, but not any number related to a current account. 
Number of motor vehicles repossessed 

These items shall respectively reflect the relevant number of 
passenger vehicles and commercial and other vehicles 
repossessed or taken back by the reporting bank due to any 
failure in payment. . -- 
Number of properties repossessed 

These items shall respectively reflect the relevant number of 
residential properties and commercial and other properties 
repossessed or taken back by the reporting bank due to any 
failure in oavrnent. 
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INTEREST RATES ON DEPOSITS, LOANS AND ADVANCES 

Page no. 

1. Form BA 930 - interest n~tes on deposits, loans and advances .................... 854 

2. Regulation 64 - Directives and interpretations for completion of 
monthly r ?turn concerning interest rates on deposits, 
loans and advances (Form BA 930) ..................................... 859 



INTEREST RATES ON DEPOSITS, LOANS AND ADVANCES 
(Confidential and not available for inspection by the public) 
Name of bank. .................................................. 
Month ended.. ................................. (y~y- mm-dd) 

DEPOSIT RATES 

Table 
Central I provincial  government"^^ 900 items 7. 10 and 11, column 7) (Total of items 2 to 11 

Cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less than 5 years 
5 years and more 

Other 
Local governments (BA 900 item 14, column 7) (Total of items 13 to 22) 

Cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less than 5 years 
5 years and more 

Other 
Public non-financial corporations2 (BA 900 item 17, column 7) (Total of items 24 to 33) 

Cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less than 5 years 
5 years and more 

Other / I .  N l  business durlhl the reDO~lnQ month. 

BA930 
Monthly 

Outstanding I existing deposits New business (deposits)' 
Outstanding Percenta es 1 Outstandin Percenta es 

.he / balance at 1 Minimum 1 Avers; I Max i f ig  balance at! MinimUm 1 Ave raz  1 Maximum 
no. I month end4 I rate 1 rate I rate / month end / rate I rate 1 rate I 

- . - 
2. For example, Transnet, Eskom and Telkom. 
3. lndudlng soclal security funds. 
4. Conespondlng items for the relevant BAWO llne items may not exactly match the relevant BA900 llne items due to the omission of amounts relating to non arms-length banking business on the form %A 930. 



DEPOSIT RATES 

Table 1 continu 
Public financial corporations' (BA 900 items 12, 15, 16, 18~Tnd 1g5, column 7) (Total of items 
35 to 44) 

cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less than 5 years 
5 years and more 

Other 
rnvate nnanclat corporate sector' (BA 9UU Items ie, 19' and 20, column 7) (Total oi  items 46 
to 55) 

Cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed dep~slts: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more hut !sss than 5 years 
5 years and more 

Other 
Private non-financial corporate sector (BA 900 item 25, column 7) (Total of items 57 to 66) 

Cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less than 5 years 
5 years and more 

Other --- 
1. New business durlng the current reportin~ month. 
2. For example, the Publlc lnvestmeni~orp~ration, monetary authorltles, SASRIA, exporl credit guarantee by the Department of Trade and industry. 
3. Excluding banks. 
4. Cortesponding items for the relevant BA930 line items may not exactly match Ihe relevant BA900 line items due to the omission of amounts relatlng to non arms-leng, +I- . banking business on the form BA 930. 
5. Where appllcable. 



DEPOSIT RATES 

Table 1 continue 
Household secto? (BA 900 items 26.27 and 28, column 7) (Total of items 68 to 78) 

Cheque accounts 
Call deposits 
Savings deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less tban 5 years 
5 years and more 

Other 
Foreign sector (BA 900 item 29, column 7) (Total of items 80 to 89) 

Cheque accounts 
Call deposits 
Notice deposits: 1 day to 32 days 

More than 32 days to 91 days 
More than 91 days to 185 days 

Fixed deposits: Up to 1 year 
More than 1 year but less than 3 years 
3 years and more but less than 5 years 
5 years and more 

Other 
Interbank (BA 900 item 3) 
Total (of items I ,  12. 23, 34. 45, 56, 67. 79 and 90) 
1. New business during the current reportlna month. 

856 

Outstanding /existing deposits 
I 
! New business (deposits)' 

Outstanding Percentages Outstanding Percentages 
h e  balance at Minimum / Average / Maximum / balance at Minimum 1 Average / Maximum 
no . ]  monthend3 I rate rate- 1 rate I monthend I rate 1 rate 1 rate 1 

2. ~OuSehold sector cinslsts of hou&holds-(individuals), unincorporated business enterprises of households. non-profit institutions selvlng households, prlvate trusts and frlendly societies. 
3. Corresponding Items for the relevant BA930 llne items may not exactly match the relevant BA900 line Items due to the omission of amounts relatlng to non arms-length banking business on the form BA 930. 



LENDING RATES 

Table : 
Central I provhcial government' ( T m f  items 93 and 94) 

Overdrafts, loans and advances (BA 900 items 172 to 174, column 1) 
Other 

Local governments (total of items 96 and 97) 
Overdrafts, loans and advances (BA 900 item 175. column 1) 
Other 

Public non-financial corporations2 (total of items 99 and 100) 
Overdrafts, loans and advances (BA 900 ~tem 178, column 1) 
Other 

Public financial corporat~ons3 (total of items 102 and 103) 
Overdrafts, loans and advances (BA 900 items 176 and 177, column 1) 
Other 

Private financial corporate sectof' (total of items 105 to 115) 
Overdrafts (BA 900 item 182, column 1) 
Other loans and advances (BA 900 item 189, column 1) 
InsIalment sale agreements: 
- flexible rate 
- fixed rate 
Leasing transactions: 
- flexible rate 
- fixed rate 
Mortgage advances: 
- flexible rate 
- fixed rate 
Credit cards: 
- mterest charoeable 
- m interes: chargeable 
Other 

Private non-financial corporate sector (total of items 117 to 127) 
Overdrafts (BA 900 item 183, column 1) 
Other loans and advances (BA 900 item 190, column 1) 
lnstalment sale agreements: - flexible rate 
- fixed rate 
Leasing transactions: 
- flexible rate - fixed rate 
Mortgage advances: - flexible rate 
- fixed rate 
Credit cards: - interest chargeable 
- no interest chargeable 
Other 

IUL ] I . -- --C-----L-----t- --+-----I 

1. New-ksiness durlng the current reporting t i i X -  
2. For example, Tramnet, Eskom and Telkom. 

5. Excluding banks. 

3. Including the Public Investment Corporation, monetary authorities, Land Bank. SASRIA, export credit guarantee by the Department of Trade and Industry. 
4. Including social securlty funds. 

6. Corresponding Items for the relevant BA930 line h n s  may not exactly match the rclevant BA900 line items due to the  mission of amounts rcla!lna to non arms-!ength banking business on the form BA 930 



LENDING RATES 

Table 2 continut 
Household secto+ (total of items 129 to 139) 

Overdrafts (BA 900 items 184 to 186, column 1) 
Other loans and advances (BA 900 items 191 to 193, column 1) 
lnstalrnent sale agreements: 
- flexible rate 
- fixed rate 
Leasing transactions: 
- flexible rate 
- fixed rate 
Mortgage advances: 
- flexible rate 
- fixed rate 
Credit cards: 
- interest chargeable 
- no interest chargeable 
Other 

Foreign sector (total of items 141 to 147) 
Overdrafts (BA 900 items 1714 and 1804, column 2) 
Other loans and advances (BA 900 items 1714 and 1804, column 2) 
lnstalrnent sale agreements (BA 900 item 140, column 2) 
Leasing transactions (BA 900 item 145, column 2) 
Mortgage advances (BA 900 item 150, column 2) 
Credit cards (BA 900 item 166, column 2) 
Other (BA 900 items 117. 118 and 135, column 2) 

Interbank (BA 900 item 11 1) 
Total (of items 92, 95, 98, 101, 104. 116. 128, 140 and 148) 
Hash total 
7.  New business during the current reporting month. 

Line 

Outstanding I existing loans and advances 1 New loans and advances' 
Outstanding Percentages Percentages 
balance at Minimum / Average 1 Maximum Minimum I Average I Maximum 1 

no. / month end3 1 rate 1 rate 1 rate / month end / rate 1 rate I rate 1 

2. Household sector conslsts of households (individuals). unincorporated business enterprises of households, non-proflt instltutions sewlng households, private trusts and friendly societies. 
3. Corresponding items for the relevant BA930 line Items may not exactly match the relevant BA900 line items due to the omission of amounts relatlng to non arms-length banklng buslness on the form BA 930. 
4. Where applicable. 
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64. Interest rates on deposits, lo; ns and advances - Directives and interpretations for 
completion of monthly returr~ concerning interest rates on deposits, loans and 
advances (Form BA 930) 

(1) The content of the relevant retupn is confidential and not available for inspection by the 
public. 

(2) The purpose of the return primarily is- 

(a) to establish the ranges witl~in which banks set selected key interest rates; 

(b) to assess the impact that zhanges in the Reserve Bank's repurchase rate has on 
the main sectors of the economy; 

(c) to monitor the transmission of changes in the Reserve Bank's repurchase rate 
through the banking sector to the broader economy, that is, to assess the extent 
of the pass-through of chi~nges in the repurchase rate to other interest rates, the 
timing of such changes arid the effect or magnitude of the said changes; 

(d) to obtain selected informiition related to a bank's cost of funds, yield on assets 
and related margins, allovfing for product mix, term and other considerations. 

(3) The institutional breakdown of iabilities and assets shall be made in accordance with 
the information cpntained in the Inst'tutional Sector Classification Guide for South Africa ', 
and any relevant classification shall I)e made in accordance with the classification made on 
the form BA 900. 

(4) The rates to be reported shall be the rates set by the reporting bank in the ordinary 
course of arms-length banking busness. Special or concessionary rates such as rates 
sometimes provided by the reporting (lank to its employees as a fringe benefit, or rates set to 
nil due to exceptional circumstance: such as the overdue status of an account, shall be 
excluded. 

(5) Weighted average rates shall be calculated a d  reported for each relevant type of 
account, calculated across all accoi nts maintained i,l lhe ordinary course of arms-length 
banking business and weighted bast!d on the outstanding balances at month-end provided 
that- 

(a) any relevant maturity clzssification shall be determined with reference to the 
original maturity; 

(b) when the reporting bank i a ;  unable to calculate an average rate as required in this 
subregulation (5) the reF orting bank shall after consultation with the Research 
Department of the Rese~ve Bank, and subject to such conditions as may be 
specified, consistently report a typical rate for the relevant accounts. 

I 
Copies of this guide can be obtained from tlie Research Department, S A Reserve Bank, P 0 Box 7433. Pretoria. 0001. 
The guide can also be accessed on th? Website address w.resbank.co.za. under statistical and economic 
information, other publications 
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( 6 )  All rates to be reported shall be the rates in effect at the end of the month to which the 
return relates and shall be reported as rates per annum quoted in the ordinary course of 
business. This would generally be nominal rates, rather than effective compounded rates. 

(7) Only interest rates pertaining to deposits, loans and advances denominated in rand 
shall be reported on the form BA930. Foreign-currency denominated business shall not be 
included. 

(8) For the purposes of this regulation- 

new business means new accounts opened by the reporting bank during the 
reporting month, and outstanding at the end of that month, including new deposit 
accounts, new loans advanced and any renegotiation or renewal of an existing 
deposit or loan; 

savings deposits of the household sector shall separately be reported in the 
relevant specified item(s) provided that any relevant savings deposit sectors 
other than the household sector shall be included under call deposits; 

the category "other" specified in items 94, 97, 100 and 103 includes credit cards, 
instalment sales, leasing, mortgages, loans granted in terms of resale 
agreements and redeemable preference shares issued, but excludes overdrafts, 
loans and advances; 

the category "other" specified in items 1 15, 127 and 139 includes loans granted 
in terms of resale agreements and redeemable preference shares issued but 
excludes overdrafts, loans and advances, instalrnent sales, leasing, mortgages 
and credit cards. 
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86 1 

CHAPTER VII 

DEFINITION$ AND GENERAL PROVISIONS 

65. Definitions 

In these Regulations, "the Act" means the Banks Acl, 1990 (Act No. 94 of 1990), and any word 
or expression to which a meaning hits been assigned in the Act shall bear the meaning so 
assigned thereto and, unless the contc+xt otherwise indizates- 

"actual distribution" in relation to z bank's exposure to counterparty credit risk means the 
distribution of market values or ecposures in respect of a future time period, which 
distribution is calculated based on historic or realised values such as calculated volatilities 
based on past price or rate changes; 

"asset class" in relation to- 

(a) the standardised approach for the measurement of a bank's exposure to credit risk 
includes- 

any corporate exposure, ,hat is, any exposure to a corporate entity or institution, 
including any relevant cxposure to an SME of which the aggregate annual 
turnover amount exceeds a specified amount; 

any corporate SME exp)sure, that is, any exposure to a corporate entity or 
institution of which the aggregate annua! turnover amount is less than a specified 
amount, which exposurl, shall be deemed to constitute a corporate SME 
exposure and as such shfall be reported separately; 

any exposure to a public 5 ector entity; 

any exposure to local gov,?rnment or a municipality; 

any exposure to a soverei ~ n ,  including central government or a central bank; 

any exposure to a bank; 

any exposure to a reguk~ted securities firm, which securities firm is subject to 
supervisory and regulato y arrangements comparable to banks in the Republic, 
including, in particular, risk-based capital requirements and regulation and 
supervision on a consokated basis, provided that when the said exposure to a 
securities firm does not :omply with the aforementioned requirements the said 
exposure shall be deemec to constitute a corporate exposure; 

any retail exposure, whict retail exposure adheres to specified requirements; 

any relevant retail SME exposure, that is, any retail exposure that complies with 
specified requirements, vlhich retail SME exposure shall separately be reported 
from retail exposure not cmstituting retail SME exposure; 

(x) any securitisation exposul e; 
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(b) the IRB approach for the measurement of a bank's exposure to credit risk includes- 

(i) any corporate exposure, that is, any exposure to a corporate entity or institution, 
including- 

(A) any specialised lending exposure relating to high volatility commercial real 
estate; 

(6) any specialised lending exposure relating to income producing real estate; 

(C) any specialised lending exposure relating to object finance; 

(D) any specialised lending exposure relating to commodity finance; 

(E) any specialised lending exposure relating to project finance; 

(F) any purchased corporate receivable; 

which specialised lending exposures and purchased corporate receivables shall 
separately be reported; 

(ii) any corporate SME exposure, that is, any exposure to a corporate entity or 
institution of which the aggregate annual turnover amount is less than a specified 
amount, which exposure shall be deemed to constitute a corporate SME 
exposure and as such shall be reported separately; 

(iii) any exposure to a public sector entity; 

(iv) any exposure to local government or a municipality; 

(v) any exposure to a sovereign, including central government or a central bank; 

(vi) any exposure to a bank; 

(vii) any exposure to a regulated securities firm, which securities firm is subject to 
supervisory and regulatory arrangements comparable to banks in the Republic, 
including, in particular, risk-based capital requirements and regulation and 
supervision on a consolidated basis, provided that when the said exposure to a 
securities firm does not comply with the aforementioned requirements the said 
exposure shall be deemed to constitute a corporate exposure; 

(viii) any retail exposure, which retail exposure adheres to specified requirements, 
including- 

(A) any retail mortgage exposure; 

(6) any retail revolving credit exposure; 

(C) any purchased retail receivable; 



872 No. 30629 GOVERNME NT GAZETTE. 1 JANUARY 2008 

(ix) any relevant retail SME f!xposure, that is, any retail exposure that complies with 
specified requirements, vlhich retail SME exposure shall separately be reported 
from retail exposure not cmstituting retail SME exposure; 

(x) any securitisation exposu'e; 

"associate" in relation to a bank's tniding activities means an associate as defined in section 
37(7) of the Act; 

"business day" for the purposes of tiese Regulatims, un!ess otherwise stated or directed by 
the Registrar, means each day of the , ~ e e k  except Saturday, Sunday or a public holiday; 

"cash-management scheme" mean!; an agreement between a bank and such of its clients as 
are members of the same group of companies in respect of which group annual financial 
statements are required to be compl3ted in terms of h e  provisions of section 288(1) of the 
Companies Act, which agreement p ovides for transfers of balances between such clients' 
accounts kept in the accounting records of the bank, and which transfers are made in order to 
minimise the interest expense or to milximise the interest income of such clients; 

"central counterparty" in relation to a bank's expowre to counterparty credit risk means an 
entity that acts as an intermediary bl?tween counterparties to contracts traded within one or 
more financial markets, which cectral counterparty or intermediary becomes the legal 
counterparty to a particular contract : uch that the said central counterparty or intermediary is 
the buyer to every seller and the selkr to every buyer; 

"central government" means all relerlant- 

(a) central government department: ,; 

(b) major extrabudgetary institutioils or entities falling under the central government, as 
contemplated in the Institutional Sector Classification Guide; 

(c) universities, universities of tt:chnology and technikons, as contemplated in the 
Institutional Sector Classification Guide; and 

(d) social security funds, as conten~plated in the Institutional Sector Classification Guide; 

"commercial paper" means- 

(a) a short-term secured or unsecursd promissory note with a fixed or floating maturity; 

(b) call bonds; and 

(c) any other secured or unsecured written acknowledgement of debt; 

issued to acquire working capital; and 

(d) debentures or any interest-bearing written acknowledgement of debt issued for a fixed 
term in accordance with the pro\ isions of the Companies Act, 1973, 

but does not include bankers' accepta~ ices; 
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"committed undrawn facility" in relation to a bank's off-balance sheet exposure means any 
irrevocable undrawn commitment or facility; 

"commodity" in relation to a bank's exposure to market risk means a physical product that is 
or may be traded in a secondary market, such as agricultural products, minerals that may 
include oil, and precious metals; 

"connected persons" in relation to a bank's trading activities means two or more persons- 

(a) that are predominantly engaged in financial activities; 

(b) one or more of which is a bank; 

(c) each of which is an associate of any one of the others; and 

which persons- 

(i) owing to the fact that one of them directly or indirectly owns or exercises control 
over the other or others, constitutes a single financial entity; or 

(ii) are so interconnected that should one of them experience financial difficulties, 
another one or all of them would be likely to be adversely affected, 

irrespective whether or not any of the said persons are domiciled in the same country 
as the other or others: 

"corporate exposure" in relation to the IRB approach includes a debt obligation of a 
corporation, partnership or proprietorship; 

"Corporation for Public Deposits" in relation to the institutional and maturity breakdown of 
liabilities and assets means the subsidiary of the Reserve Bank, which subsidiary is a public- 
sector financial institution authorised in terms of the Corporation for Public Deposits Act, 
1984 (Act No 46 of 1984) to accept call deposits from public-sector institutions and to invest 
such funds in short-term money-market instruments and in Treasury bills; 

"counterparty credit risk" includes any exposure to credit risk arising from a bilateral 
contract, transaction or agreement- 

(a) which credit risk relates to the risk that the counterparty to the contract, transaction or 
agreement may default before the final settlement of the underlying cash flows arising 
from the said contract, transaction or agreement; 

(b) the amount of which credit exposure- 

(i) often relates to the positive economic value at the time of default or the cost of 
replacing the contract, transaction or agreement when the counterparty to the 
transaction defaults, assuming no recovery of value; 
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(ii) is uncertain and may valy over time due to movements in underlying market 
factors, that is, the markel value of the contract, transaction or agreement- 

(A) has an associated rz~ndorn future value based on market variables; 

(8) for either counterpa-ty to the bilateral contract, transaction or agreement, 
may be positive or ~legative during tha remaining period to the maturity of 
the said contract, trz nsaction or agreement; 

(iii) may arise from an exchange of payment or an exchange of a financial instrument 
or commodity against pay nent; 

(iv) exists for both parties t ~ )  the contract, transaction or agreement during the 
remaining term of the saic contract, transaction or agreement; 

(c) which contract, transaction or a! ~reement- 

(i) may relate to an OTC d e ~  ivative instrument, a securities financing transaction or 
a long settlement trade trz nsaction; 

(ii) creates a current exposur 2 or market value; 

(iii) may be frequently valued based on market variables; 

(d) in respect of which counterparty to the said contract, transaction or agreement a 
unique probability of default m,3y be determined, that is, any contract, transaction or 
agreement in respect of which I he probability of default is calculated on a pooled basis 
is excluded from this definition (sf counterparty credit risk, 

irrespective whether or not the rep~rting bank entered into the contract, transaction or 
agreement in order to obtain short-term financing, obtained collateral to mitigate its exposure 
to credit risk or entered into any nettir g, re-margining or set-off contract; 

"credit-default swap" means a bilateral agreement between a protection buyer and a 
protection seller in terms of which agreement the protection buyer agrees to pay the 
protection seller an agreed premium or fee. The protection seller agrees to pay the 
protection buyer a credit-default amotmt only if a predefined credit event occurs; 

"credit-derivative instrument" mesns any contract in terms of which the credit risk 
associated with a financial asset is isolated from the other risks associated with that financial 
asset and which credit risk is transfer ,ed from one counterparty, which can be referred to the 
protection buyer or credit-risk seller, t:, another counterparty, which can be referred to as the 
protection seller or buyer of credit risk; 

"credit-enhancing interest-only strip" means an asset that- 

(a) represents a valuation of cash flows related to future margin income; 

(b) is subordinated; 
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"credit event" means any contingent event relating to a reference asset, reference entity or 
underlying asset agreed between the counterparties to a credit-derivative instrument, upon the 
occurrence of which event the protection buyer becomes entitled to payment; 

"credit-linked note" means a bilateral agreement between a protection buyer and a 
protection seller in terms of which agreement the protection seller invests in a note issued by 
the protection buyer, which note is referenced to a particular credit exposure. The protection 
seller assumes the credit risk of the referenced exposure or underlying exposure. The 
protection buyer pays the protection seller agreed interest on the note issued and redeems 
the note at par value on the maturity date if a predefined credit event did not occur; 

"credit valuation adjustment" in relation to a bank's exposure to counterparty credit risk 
means an adjustment to the mid-market valuation of a portfolio of trades with a particular 
counterparty, which adjustment- 

(a) reflects the market value of the credit risk due to any failure to perform in accordance 
with the relevant contractual agreements with the said counterparty; 

(b) may reflect the market value of the credit risk of the relevant counterparty or the 
market value of the credit risk of both the bank and the said counterparty; 

"cross-product netting" in relation to a bank's exposure to counterparty credit risk means 
the inclusion of transactions of different product categories within the same netting set in 
accordance with. the relevant requirements relating to cross-product netting specified in 
these Regulations; 

"current exposure in relation to a bank's exposure to counterparty credit risk means the 
higher amount of- 

(a) zero; or 

(b) the market value of a transaction or portfolio of transactions within a netting set with a 
particular counterparty, which amount will be lost upon the default of the said 
counterparty, assuming that in the case of default or bankruptcy no recovery value 
exists in respect of the said transactions. 

The terms current exposure and replacement cost are often used interchangeably by market 
participants; 

"current market value" in relation to a bank's exposure to counterparty credit risk means 
the net market value of a portfolio of transactions within a netting set with a particular 
counterparty, which net market value may include positive and negative market values 
relating to individual transactions included in the said netting set or portfolio of transactions; 
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"default" in relation to the IRB appro;rch for the measurement of a bank's exposure to credit 
risk shall in the case of- 

(a) exposures other than retail expo ;ires, be deemed to have occurred when the bank is of 
the opinion that an obligor is urllikely to pay hislherlits credit obligations in full without 
any recourse by the said bank to actions such as the realisation of security, which 
opinion of the bank, as a miniml~m, shall be based on the matters specified below. 

( i )  The bank has assigned ncln-accrued status to the relevant credit obligation; 

(ii) The bank has written off ;I portion or raised a specific provision in respect of the 
relevant credit exposure due to a significant perceived decline in the credit 
quality of the obligor since the bank incurred the said exposure; 

(iii) The bank is about to sell the credit obligation at a material credit-related 
economic loss; 

(iv) The bank has consented to a distressed restructuring of the credit obligation, 
which restructuring is like y to result in a reduced financial obligation caused by, 
for example, the postponement of principal, interest or fees; 

(v) The bank has applied for the obligor's bankruptcy or a similar order in respect of 
the obligor's credit obligat on; 

(vi) The obligor has applied fcr or has been plsced in bankruptcy or similar protection 
and the said event is 1ikel.f to avoid or delay repayment of the credit obligation to 
the banking group. 

(b) exposures other than retail exposures be deemed to have occurred when a material 
obligation of an obligor is overd~~e for more than 90 days; 

(c) retail exposures be deemed to have occurred when the criteria specified in paragraph 
(a) or (b) above are present at c facility level instead of an obligor level; 

(d) an overdraft facility be deemed :o have occurred when- 

(i) an obligor exceeded an advised limit for more than 90 days, that is, the relevant 
obligor failed to reduce tt e outstanding amount within the said period of time to 
an amount that is within tile authorised limii; or 

(ii) an obligor is advised of a limit smaller than the obligor's existing outstanding 
amount and the relevant obligor failed to reduce the outstanding amount within a 
period of 90 days to an ar iount that is withiri the newly advised limit; 

(iii) the reporting bank extends credit to a person with no authorised limit, which 
credit is not repaid within ,JO days; 
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"demand deposit" means any amount repayable on demand, and includes - 

(a) all balances due on current account, without deduction of debits in transit or addition of 
credits in transit; 

(b) call monies, or monies withdrawable with a notice period of less than or equal to 24 
hours; and 

(c) any other amounts due that are immediately withdrawable; 

"distribution of exposures" in relation to a bank's exposure to counterparty credit risk 
means the process of forecasting the probability distribution of market values of 
transactions, during which process of forecasting instances of negative net market values 
are set equal to zero in order to recognise that when the reporting bank owes money to a 
particular counterparty, the bank does not have an exposure to the said counterparty; 

"distribution of market values" in relation to a bank's exposure to counterparty credit risk 
means the process of forecasting the probability distribution of the net market values of 
transactions within a netting set for a particular forecasting horizon, which process of 
forecasting is based on the realised market value of the said transactions up to the time of 
forecasting; 

"doubtful category9* in relation to the standardised approach for the measurement of a bank's 
exposure to credit risk means on or off-balance sheet items that exhibit all the weaknesses 
inherent in on-balance sheet or off-balance sheet items classified as substandard, with the 
added characteristic that the on-balance sheet or off-balance sheet items are not adequately 
secured; 

"EAD amount" in relation to the IRB approach for on-balance sheet and off-balance sheet 
credit exposure means the expected aggregate gross exposure of a facility upon the default of 
an obligor, as may be specified in these Regulations; 

"economic loss" in relation to the IRB approach includes all material discounts and material 
direct and indirect costs associated with the collection of an exposure in default; 

"effective expected exposure" at a specific date and in relation to a bank's exposure to 
counterparty credit risk means- 

(a) the maximum expected exposure that occurs at that date or any earlier date; or 

(b) the higher of the expected exposure at that date and the effective exposure at the 
previous date, 

that is, effective expected exposure means the expected exposure constrained to be non- 
decreasing over time; 

"effective expected positive exposure" in relation to a bank's exposure to counterparty 
credit risk means the weighted average over time of effective expected exposure over the 
first year or over the time period of the contract with the longest maturity included in the 
relevant netting set, in respect of which the reievant weights shall be based on the proportion 
that an individual expected exposure amount represents of the entire time interval; 



878 No. 30629 GOVERNME.NT GAZETTE., 1 JANUARY 2008 

"effective maturity" in relation to the internal model method for the measurement of a 
bank's exposure to counterparty crf dit risk and relating to a netting set with a maturity of 
more than one year means the ratio of the sum of expected exposure over the life of the 
transactions included in the netting set and discounted at the risk-free rate of return, divided 
by the sum of expected exposure oler one year in a netting set discounted at the risk-free 
rate provided that the effective mati rity may be adjusted to reflect rollover risk by replacing 
the expected exposure amount with the effective expected exposure amount in respect of a 
forecasting horizon of less than one (ear; 

"eligible institution" means an external credit assessment institution or an export credit 
agency that meets the prescribed m'nimum requirements specified in these Regulations and 
which institutionlagency is recognise~l as an eligible institution for purposes of determining the 
required capital and reserve funds of 3 bank; 

"eligible provisions" in relation to a bank that adopted the IRB approach for the 
measurement of the bank's exposur2 to credit risk means the sum of all credit impairments, 
allowances or reserves for impairmer: t ,  including- 

(a) specific credit impairment; 

(b) portfolio-specific credit impairmcmt; 

(c) general allowance or reserve for credit impairment; and 

(d) any discounts on defaulted assc?ts, 

which impairment, allowance, resew? or discount relates to exposures calculated in terms of 
the IRB approach, but do not include any specific impairments relating to equity exposures or 
securitisation exposures; 

"exemption notice relating to seci ritisation schemes" means an exemption notice issued 
by the Registrar, with the approval of the Minister, under paragraph (cc) of the definition of "the 
business of a bank" in section 1 of tho Banks Act, and published in the Government Gazette; 

"expected exposure" in relation to a bank's exposure to counterparty credit risk means the 
mean or average of the distributior of exposures at any particular future date before the 
transaction with the longest maturit( in the particular netting set matures, which expected 
exposure amount is typically generated in respect of many future dates up until the longest 
maturity date of transactions includell in the relevant netting set; 

"expected positive exposure" in relation to a bank's exposure to counterparty credit risk 
means the weighted average over lime of expected exposure and in respect of which the 
relevant weights are based on the croportion that an individual expected exposure amount 
represents of the entire time interval which average shall for purposes of calculating a bank's 
minimum required capital and resene funds be calculated over the first year or over the time 
period of the contract with the longe: t maturity included in the particular netting set; 
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"financial asset" in relation to a bank's trading activities means- 

(a) cash; 

(b) a contractual right- 

(i) to receive cash or another financial asset from another person; 

(ii) to exchange financial instruments with another person under conditions that are 
potentially favourable; or 

(c) an equity instrument; 

"financial corporate sector" in relation to the institutional and maturity breakdown of 
liabilities and assets includes public and private sector companies, including an insurer, a 
pension fund, a medical scheme, a financial intermediary such as a unit trust, a micro 
lenders, the Development Bank of Southern Africa, the Industrial Development Corporation 
and any broker; 

"financial instrument" in relation to a bank's trading activities means any instrument or 
contract that gives rise to- 

(a) a financial asset of one person; and 

(b) a financial liability of or equity instrument issued by another person, 

which instruments or contracts include primary instruments or cash instruments, and 
derivative instruments, including- 

(i) any transferable security such as an equity instrument or debt security; 

(ii) units in collective investment undertakings, that is, an open-ended collective 
investment marketed solely with the objective of investing in transferable securities, 
such as a unit trust; 

(iii) any money market instrument such as treasury bills, certificates of deposit or 
commercial paper; 

(iv) any financial futures contract, including equivalent cash settled instruments; 

(v) any fonvard interest-rate agreement; 

(vi) any interest-rate, currency or equity swap contract; and 

(vii) any option to acquire or dispose of any of the aforesaid instruments or contracts, 
including equivalent cash-settled instruments, 

but not any other deposit or loan; 
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"financial liability" in relation to a b; ink's trading activities means an obligation- 

(a) to deliver cash or another finan 3al asset to another person; or 

(b) to exchange financial instruments with another person under conditions that are 
potentially unfavourable; 

"Financial Reporting Standards" nleans such reporting standards as may be issued from 
time to time by the Financial Reportin 3 Standards Councd in terms of the relevant provisions of 
section 440 of the Companies Act; 

"foreign asset" means any asset (excluding a claim) situated outside the Republic, and any 
asset consisting of a claim on a non-resident by the reporting bank; 

"foreign currency" means a currenc:y other than the reporhng currency of a bank, branch or 
controlling company; 

"foreign sector" in relation to the institutional and maturity breakdown of liabilities and 
assets means any natural or juristic person who is not a permanent resident of the Republic 
of South Africa; 

"fund manager" in relation to the institutional and maturity breakdown of liabilities and 
assets means an institution approved under the Financial Advisory and Intermediary 
Services Act, Act no. 37 of 2002, as amended, to carry on the business of managing funds 
on behalf of others, which institution may be referred to as a fund manager, portfolio 
manager or asset manager; 

"funded credit-derivative instrumel ~ t "  means a credit-derivative contract in terms of which a 
protection seller provides collateral to a protection buyer for the settlement of the protection 
seller's potential future obligations; 

"general allowance or reserve" in I elation to doubtful debts means any provision or reserve 
created to absorb future losses on cebts that may prove to be wholly or partly irrecoverable 
and which losses have not been separately identified, but which losses can reasonably be 
expected to exist or develop; 

"general risk" in relation to a bank's trading activities means the risk of an adverse price 
change in the underlying instrument ]wing to- 

(a) in the case of a traded loan-st ,ck instrument or loan-stock derivative, a change in the 
level of interest rates; or 

(b) in the case of a security or security derivative, a broad market price movement 
unrelated to any specific attrib~ tes of the individual securities; 

"general wrong-way risk" in relatio 1 to a bank's exposure to counterparty credit risk means 
the probability of default of a parti(:ular counterparty is positively correlated with general 
market risk factors; 
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"hedge" means a position in a financial instrument that materially or entirely offsets the 
component risk elements of another position or portfolio; 

"hedging set" in relation to the standardised method for the measurement of a bank's 
exposure to counterparty credit risk means a group of risk positions arising from transactions 
within a single netting set in respect of which only the balance is relevant in order to 
determine the exposure amount or EAD; 

"holding of a financial instrument" in relation to a bank's trading activities means the 
holding of a financial instrument by a bank- 

(a) on behalf of a buyer or seller; 

( b )  for purposes of the management and control of such financial instrument; 

(c) within the limited or unlimited discretion of the bank; and 

(d) for any length of time; 

"household" in relation to the institutional and maturity breakdown of liabilities and assets 
means an individual or small group of individuals sharing the same living accommodation, 
pooling some or all of their income and wealth and collectively consuming goods and 
services; 

"household sector" in relation to the institutional and maturity breakdown of liabilities and 
assets includes households, unincorporated business enterprises of households, non-profit 
institutions serving households, private trusts and friendly societies; 

"instalment sale transaction" means a transaction in terms of which- 

(a) movable goods are sold by the seller to the purchaser against payment, by the purchaser 
to the seller, of a stated or determinable sum of money at a stated or determinable future 
date or, in whole or in part, in instalments over a period in the future; and 

(b) the purchaser does not become the owner of those goods merely by virtue of the delivery 
to, or the use, possession or enjoyment by, the purchaser thereof; or 

(c) the seller is entitled to the return of those goods if the purchaser fails to comply with any 
term of that transaction; 

"Institutional Sector Classification Guide" means the Institutional Sector Classification 
Guide for South Africa, issued from time to time by the Research Department of the Reserve 
Bank; 

"insurer" in relation to the institutional and maturity breakdown of liabilities and assets 
means any privately or publicly incorporated mutual or other entity established in terms of 
the Long-term lnsurance Act, 1998 (Act No 52 of 1998) or the Short-term lnsurance Act, 
1998 (Act No 53 of 1998), the principal function of which is to provide life, accident, fire or 
other forms of insurance to individual institutional units or groups of units; 
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"investor's interest" in relation to t i e  calculation of a bank or other relevant institution's risk 
exposure relating to revolving assets in terms of the IRB approach means the investors' drawn 
balances related to the securitisatio~~ exposures plus the EAD amounts associated with the 
investors' undrawn facilities, which EAD amounts shall in respect of the undrawn balances of 
the securitised exposures be calculatsd by allocating the undrawn facilities between the seller's 
and investors' interests on a pro rata basis, that is, based on the proportions of the seller's and 
investors' shares of the securitised drawn balances; 

"IRB approach" means the internal ratings-based approach in terms of which a bank may 
calculate its exposure to credit risk; 

"irrevocable undrawn commitment or facility" in relation to a bank's off-balance sheet 
exposure means any commitment or facility in respect of which the bank is legally committed 
to honour any drawdown or obligaticn arising from the said commitment or facility, and the 
said obligation of the bank in respect of the said commitment or facility may not be cancelled 
or amended by the bank- 

(a) without the prior written agreerr ent of all relevant parties or counterparties; 

(b) until the client of the bank defat~lts in terms of the conditions of the contract; or 

(c) without the bank incurring a co5.t or penalty; 

"leasing transaction" means a tran!.action in terms of which a lessor leases movable goods 
to a lessee against payment, by the essee to the lessor, of a stated or determinable sum of 
money at a stated or determinable fut~~re date or in whole or in part in instalments over a period 
in the future, but does not include 3 transaction by which it is agreed at the time of the 
conclusion thereof that the debtor or any person on behalf of the debtor shall at any stage 
during or after the expiry of the lease! or after the termination of that transaction become the 
owner of those goods or after such expiry or termination retain possession or use or enjoyment 
of those goods; 

"lending related guarantee" in rela ion to a bank's off-balance sheet exposure includes any 
undertaking issued by a bank on bek alf of a person in respect of which undertaking the said 
bank will be liable for a specific fini~ncial obligation of the person in respect of which the 
undertaking was issued in the everlt that the said person does not fulfill that person's 
specified financial obligation at the d l  e date; 

"LGD ratio" in relation to the IRE3 approach means the loss suffered by a bank following the 
default of a particular obligor, express :d as a percentage of the relevant obligation; 

"liability to non-resident" means an!*claim of a non-resident on a South African bank; 

"liabilities to the public" means all liabilities of a reporting bank, whether domestic or foreign, 
arising from the operations of the reporting bank in connection with its banking business in the 
Republic, as set out in more detail in tile forms BAlOO and BA900; 
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"long position" in relation to a bank's trading activities means the position when a person 
has bought a financial instrument in order to establish a market position and such market 
position has not yet been closed out by means of an offsetting sale; 

"long settlement trade transaction" includes any transaction in respect of which a 
counterparty undertakes to deliver a security, commodity, or foreign exchange amount 
against cash, other financial instruments, or commodities, or vice versa, at a settlement or 
delivery date that is contractually specified as more than the lower of the market standard for 
the particular instrument and five business days after the date on which the reporting bank 
entered into the transaction, which transaction, for purposes of these Regulations, shall be 
treated as a forward contract up to the settlement date; 

"long-term liability", in relation to any date, means a liability (including a loan from or a 
deposit by another bank) that is payable after the expiration of more than six calendar months 
as from that date or that on that date is subject to notice that makes it payable after the 
expiration of more than six calendar months as from that date; 

"loss" in relation to the LGD ratio of any asset class specified in the IRB approach means 
economic loss, which loss amountlratio shall include material discounts and material direct and 
indirect costs associated with the collection of amounts due; 

"loss category" in relation to the standardised approach for the measurement of a bank's 
exposure to credit risk means on-balance sheet or off-balance sheet items that are considered 
uncollectible and.of such little value that the said items should no longer be included in the net 
assets of the bank or branch: 

"margin agreement" in relation to counterparty credit risk means any contractual 
agreement or provision to a contractual agreement in terms of which agreement or provision 
one counterparty has to provide collateral to the second counterparty when an exposure of 
the said second counterparty to the said first counterparty exceeds a specified amount; 

"margin lending transaction" includes any transaction in terms of which a bank extends 
credit in connection with the purchase, sale, carrying or trading of securities, which credit 
amount is collateralised by securities, the value of which collateral exceeds the amount of 
the loan, but does not include any other loan granted by the bank in the ordinary course of 
business and in respect of which loan the bank obtained collateral as security for the 
repayment of the loan; 

"margin period of risk" in relation to counterparty credit risk means the time period 
commencing on the date on which collateral in respect of a netting set of transactions with a 
defaulting counterparty was last exchanged until the date on which the said counterparty is 
closed out and the resulting market risk re-hedged; 

"margin threshold" in relation to counterparty credit risk means the largest amount of an 
exposure that remains outstanding before one party to the bilateral agreement has the right 
to call for collateral; 



884 No 30629 GOVERNME NT GAZETTE. 1 JANUARY 2008 

"market risk" means the risk of 10;s in on-balance sheet and off-balance sheet positions 
arising from movements in market PI ices; 

"market value" in relation to a ban'c's trading activities means the amount obtainable from 
the sale, or payable on acquisition, cf a financial instrument in the market; 

"medium-term liability", in relation 'o any date, unless specifically otherwise stated, means a 
liability (including a loan from or a deposit by another bank) that is payable on or after the 
thirty-second day as from that date b ~t not later than the day on which a period of six calendar 
months as from that date expires, or that on that date is subject to notice that makes it payable 
on or after the thirty-second day as from that date but not later than the day on which a period 
of six calendar months as from that date expires; 

"mortgage loan or advanceJ' in -elation to the institutional and maturity breakdown of 
liabilities and assets means any loall or advance granted by the reporting bank to a person, 
which loan or advance is repaid b!r the obligor in whole or in part in instalments during a 
specified period in the future and in terms of which loan or advance a mortgage bond in 
respect of a specified property is re,$stered in favour of the reporting bank, which mortgage 
bond serves as collateral in respect of the loan or advance to be repaid by the obligor during 
the said specified period in the future 

"mutual bank" means a juristic pelson that is registered as a mutual bank in terms of the 
Mutual Banks Act, 1993, (Act No. 124 of 1993); 

"negotiable certificate of deposit' means any fixed-deposit receipt issued by the reporting 
bank, which certificate of deposit is transferable and negotiable as a financial asset in the 
secondary market, and in terms of blhich certificate of deposit the issuer bank undertakes to 
pay to the holder of the certificate, cn the maturity date of the said instrument, the amount of 
the said deposit plus any interest amount due in respect of the deposit; 

"net market value" in relation to a bank's trading activities means the aggregated market 
value of all relevant long and short positions in a particular category of financial instruments; 

"net position" in relation to a spctcific instrument held in a bank's trading book, unless 
expressly stated otherwise, means he excess amount of a bank's longlshort positions over 
the bank's shorVlong positions in re: pect of the said specific instrument; 

"netting" in relation to a bank's trading activities means the process whereby- 

(a) a person's long position in :I particular financial instrument is off-set against that 
person's short positions in that same financial instrument; and 

(b) that person's short position ir a particular financial instrument is off-set against that 
person's long position in that same financial instrument, 

in order to ascertain the net position of the person in question; 



STAATSKOERANT, 1 JANUARIE 2008 No. 30629 885 

"netting set" in relation to a bank's exposure to counterparty credit risk means a group of 
transactions concluded with a single counterparty and which group of transactions is subject 
to a legally enforceable bilateral netting agreement that complies with the relevant 
requirements specified in these Regulations provided that each transaction that exposes the 
bank to counterparty credit risk but which transaction is not subject to a legally enforceable 
bilateral netting agreement as envisaged hereinbefore shall for purposes of these 
Regulations be deemed to represent a netting set on its own; 

"non-earning asset" includes an investment in shares in respect of which no dividends have 
been received during the twelve-month period preceding the date of a return that is to be 
submitted in accordance with these Regulations; 

"non-financial instrument" in relation to a bank's trading activities means an instrument that 
does not constitute a financial instrument, such as a loan, deposit or mortgage advance; 

"non-performing debt" means discounts, loans or advances in respect of which it is no longer 
prudent to credit interest receivable to the income statement; 

"non-profit institution serving households" in relation to the institutional and maturity 
breakdown of liabilities and assets means any legal or social entity providing goods and 
services to households free of charge or at economically insignificant prices, which 
institutions are neither controlled nor primarily financed by government, including any welfare 
organisation, any aid society, any club, any non-profit hospital or school, any church, any 
trade union, any stokvel, any political party or company registered in terms of section 21 of 
the Companies Act; 

"non-resident" means a person who is not a resident; 

"one-sided credit valuation adjustment" in relation to a bank's exposure to counterparty 
credit risk means a credit valuation adjustment that- 

(a) reflects the market value of the credit risk of a particular counterparly to the reporting 
bank; and 

(b) does not reflect the market value of the credit risk of the reporting bank to the said 
counterparty; 

"operational risk" means the risk of loss resulting from inadequate or failed internal 
processes, people or systems or from external events, including legal risk such as exposure 
to fines, penalties, or punitive damages resulting from supervisory actions and private 
settlements, but does not include strategic or reputational risk; 

"other capital market transaction" in relation to a bank's exposure to counterparty credit 
risk includes- 

(a) any margined OTC derivative contract; 

(b) any securities margin lending contract; 
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"other public-sector bodies" include- 

(a) the nine provincial governments; 

(b) non-financial public enterprises, as contemplated in the Institutional Sector Classification 
Guide; 

(c) the monetary authority of Soutt; Africa, Postbank, the Land Bank, the Public Investment 
Commissioners, public-sector insurers and pension funds and miscellaneous other 
financial institutions in the South African public sector, as contemplated in the Institutional 
Sector Classification Guide, 

but do not include any local gov~nment, municipality, local government unit or local 
government enterprise; 

"overdue amount" in relation to- 

(a) an overdraft facility includes an amount due by a person who has exceeded an advised 
limit or has been advised of a limit smaller than the current outstanding amount; 

(b) an amount payable in in~talmer~ts or in relation to bills issued in a series, includes the full 
amount not yet written off, outstanding under the transaction concerned, including, in the 
case of an amount payable i r~ instalments, such instalments not yet due and penal 
interest, if any, incurred in respect of overdue amounts, but excluding, in the case of an 
amount payable in instalments or of bills issued in a series, interest not yet due, if- 

(i) the relevant account has vested in the hands of a third party for collection; or 

(ii) the debtor has become subject to an administration order, has surrendered his 
estate, has entered into a compromise with his creditors, has been put under 
judicial management, is wound up or sequestrated or has been declared insolvent; 
or 

(iii) the reporting institution cmsiders recovery of the debt for any reason doubtful or 
has identified the debt as a non-performing debt; 

(c) an amount not payable in instalments, including an overdraft facility, includes- 

(i) any amount the recovery 3f which the reporting institution for any reason considers 
doubtful; 

(ii) any amount in respect c,f which the reporting institution has identified the debt 
concerned as a non-performing debt; or 

(iii) the full amount, not yet hritten off, outstanding under the transaction concerned if 
any of the circumstances contemplated in subparagraph (i) or (ii) of paragraph (b) 
become applicable; 
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"particular instrument" in relation to a bank's trading activities means an interest-rate 
future, forward rate agreement or forward commitment to buy or sell loan stock; 

"past due amount" shall bear the same meaning as an overdue amount, which terms are 
often used interchangeably by market participants; 

"peak exposure" in relation to a bank's exposure to counterparty credit risk means a high 
percentile, such as 95 percent or 99 percent, of the distribution of exposures at any 
particular future date before the maturity date of the transaction with the longest maturity 
included in the particular netting set, which peak exposure amount is typically generated for 
many future dates up until the longest maturity date of transactions included in the relevant 
netting set; 

"pension or provident fund" in relation to the institutional and maturity breakdown of 
liabilities and assets includes any autonomous private or public entity that provides 
retirement benefits; 

"performance related guarantee" in relation to a bank's off-balance sheet exposure 
includes- 

(a) any undertaking given by a bank on behalf of one person to another person in respect 
of which the potential obligation of the bank as to the value or time of performance 
cannot be determined at the time of issue of the guarantee but only in the event and at 
the time of default by the first-named person; or 

(b) any undertaking issued by a bank on behalf of a person in respect of which 
undertaking the said bank will be financially liable to a third person in the event that 
the relevant person in respect of which the undertaking was issued fails to perform in 
accordance with a non-financial obligation made to the said third person; 

"person" includes - 

(a) two or more persons, whether natural or juristic, that, unless proved to the contrary, 
constitute a single risk due to the fact that one of them has direct or indirect control over 
the other or others; or 

(b) two or more persons, whether natural or juristic, between whom there is no relationship 
or control as referred to in (a) above, but that are to be regarded as constituting a single 
risk, due to the fact that they are so interconnected that should one of them experience 
financial difficulties, the other or all of them would be likely to encounter repayment 
difficulties; 

"potential future exposure" in relation to a bank's exposure to counterparty credit risk means 
the maximum exposure amount estimated to occur on a future date, which exposure amount 
is estimated at a high level of statistical confidence; 
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"private non-financial corporate sector" in relatiotir.to the institutional and maturity 
breakdown of liabilities and assels includes any company primarily engaged in the 
production of market goods and non-financial services at economically significant prices with 
the intent to generate profit or finaicial gain for its shareholders, including any nominee 
company, any non-profit institution serving the non-financial corporate sector, co-operatives, 
close corporations and any other private sector company registered in terms of the 
Companies Act; 

"private-sector non-bank person" means a person, as hereinbefore in this regulation 
defined, but excludes- 

(a) the central government and other public-sector bodies: 

(b) a bank; 

(c) a mutual bank; 

(d) a branch of a bank; 

(e) a branch; 

(f) a foreign institution, as definerf in the Regulations relating to the Conditions for the 
Conducting of the Business of a Bank by a Foreign Institution by means of a Branch in 
the Republic; 

(g) a controlling company; and 

(h) any other person designated by the Registrar; 

"promissory note" means any ur~conditional order issued in writing by one person to 
another, in terms of which note the issuer undertakes to pay on demand or at a fixed or 
determinable future date a specified amount of money to a specified person or the order of a 
specified person, or to the bearer of he said promissory note; 

"protection buyer" means a counierparty that transfers the credit risk associated with a 
reference asset, reference entity or underlying asset to a protection seller, irrespective of 
whether or not the protection buyer owns the reference asset or underlying asset; 

"protection seller" means a counter3arty that assumes credit risk associated with a reference 
asset, reference entity or underlying asset; 

"public financial corporate sector" in relation to the institutional and maturity breakdown 
of liabilities and assets includes all kstitutional units owned or controlled by institutional units 
in the general government sector; 

"Public Investment Corporation" i 7  relation to the institutional and maturity breakdown of 
liabilities and assets means the corooration conducting business in terms of the Financial 
Advisory and Intermediary Services Act, 2002 (Act No 37 of 2002) and the Public Finance 
Management Act, which corporation invests funds on behalf of public sector entities such as 
the Government Employees Pension Fund; 
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"public non-financial corporate sector" in relation to the institutional and maturity 
breakdown of liabilities and assets incll~des institutional units owned or controlled by units in 
the general government sector, such as ESKOM, Telkom, Transnet and the SABC, the 
principal activity of which units or corporations is the production of market goods or the 
provision of non-financial services; 

"public sector", unless specifically otherwise stated, means the central government and other 
public-sector bodies, as hereinbefore in this regulation defined; 

"rating system" in relation to the IRB approach includes all methods, processes, controls, 
data collection and information-technology systems that support the assessment of credit 
risk, the assignment of internal risk ratings, and the quantification of default and loss 
estimates; 

"realisable value" in relation to a bank's trading activities means a fair estimate of the 
market value at which a position could be sold without unduly affecting the market price of 
the instrument; 

"reference asset" means a financial asset in respect of which payments in terms of a credit- 
derivative contract or instrument are linked, which reference asset may be a bond or a security, 
but it may also be a loan or another form of obligation, irrespective whether or not the said 
asset is held by a protection buyer; 

"reference ent i ty  means a legal entity, the associated credit risk of which is transferred by 
means of a credit-derivative transaction. In the case of a multiple-name product, the reference 
entity is not a single legal entity, but a basket or portfolio of reference entities; 

"repo-style transaction" includes- 

(a) any securities lending transaction; 

(b) any securities borrowing transaction; 

(c) any repurchase transaction; 

(d) any resale transaction; 

"repurchase agreement or transaction" includes any transaction subject to further 
commitment in terms of which transaction or agreement money is obtained from a person, 
which money shall for the purposes of these Regulations be deemed to have been so obtained 
by way of a loan, through the sale of an asset to any other person subject to an agreement in 
terms of which the seller undertakes to purchase from the buyer, at a future date, the asset so 
sold or any other asset issued by the issuer of, and which has been so issued subject to the 
same conditions regarding term, interest rate and price as, the asset so sold, irrespective 
whether or not the transaction or agreement is being referred to as a securities lending 
transaction, an outward carry transaction, a sell-buy-back transaction or any other market term 
that may be used from time to time; 
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"resale agreement or transaction" mcludes any transaction subject to further commitment In 
terms of which transaction or agreement money is provided to a person, which money shall for 
the purposes of these Regulations bc: deemed to have been so prowded in the form of a loan, 
through the purchase of an asset frcm any other person subject to an agreement in terms of 
which the buyer undertakes to sell to the seller, at a future date, the asset so purchased or any 
other asset issued by the issuer o , and which has been so issued subject to the same 
conditions regarding term, interest late and price as, the asset so purchased, irrespective 
whether or not the transaction or ayeement is being referred to as a securities borrowing 
transaction, an inward carry transact on, a buy-sell-back transaction or any other market term 
that may be used from time to time; 

"resident" means- 

(a) a person (that is, a natural person or legal entity) whether of South African or any other 
nationality, that has taken up residence, is domiciled or incorporated in the Republic of 
South Africa. 

(b) a South African citizen attachec to an embassy or consulate in a foreign country, 

but does not include any citizen of a7other country attached to a foreign diplomatic or military 
mission or representative office in the Republic; 

"residual maturity" means the remiining period to the maturity of a contract; 

"restructured credit exposure" in relation to a bank's exposure to credit risk includes any 
loan, advance or facility in respect of which the bank granted a concession to the obligor 
owing to a deterioration in the ob igor's financial condition, that is, owing to a financial 
distressed situation of the relevant obligor, 

(a) which financial distressed situ~~tion results or is likely to result in the relevant obligor no 
longer being able to meet the tarms or conditions originally agreed; 

(b) which restructuring agreement. 

(i) may include a modificatic.m of terms or conditions such as, for example- 

(A) a reduction in the rslevant interest rate from that originally agreed; 

(0) a reduction in the rslevant interest amount due; 

(C) a reduction in the rslevant principal aniount due; 

(0) an amendment to the originally agreed contractual maturity or payment 
frequency; 

(E) any forgiveness, deferral or postponement of a principle amount, interest 
amount or fee due; 
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(F) any subsequent increase in the relevant level of working capital or 
revolving facility; 

(ii) may include the transfer from the obligor to the bank of real estate, receivables 
from third parties, other assets, or an equity interest in the obligor in full or partial 
satisfaction of the said loan, advance or facility; 

(iii) may include the substitution or addition of a new debtor for the original obligor; 

(iv) shall be in writing, 

provided that no loan, advance, increased credit limit or facility extended or renewed by the 
reporting bank in its ordinary course of business at a stated interest rate or on terms or 
conditions equivalent to the current interest rate or terms or conditions for new debt with 
similar risk shall constitute a restructured loan or credit exposure for purposes of these 
Regulations; 

"revocable undrawn commitment or facility" in relation to a bank's off-balance sheet 
exposure means any commitment, facility or obligation that, at any time and at the sole 
discretion of the reporting bank, is revocable and unconditionally cancellable by the bank 
without the bank incurring any cost or penalty; 

"risk-neutral distribution" in relation to a bank's exposure to counterparty credit risk 
means the distribution of market values or exposures in respect of a particular future time 
period, which distribution is calculated based on market implied values such as implied 
volatilities; 

"risk position" in relation to the standardised method for the measurement of a bank's 
exposure to counterparty credit risk means the risk amount assigned to a particular 
transaction in accordance with the relevant directives specified in these Regulations, which 
risk amount is derived from a specific algorithm; 

"rollover risk" in relation to a bank's exposure to counterparty credit risk means the amount 
by which the expected positive exposure amount is understated due to ongoing future 
transactions expected to be concluded with a particular counterparty, which additional 
exposure amounts relating to the said ongoing future transactions are not included in the 
calculation of the said expected positive exposure amount; 

"securities financing transaction" in relation to a bank's exposure to counterparty credit 
risk includes- 

(a) any repurchase or resale agreement or transaction; 

(b) any securities lending agreement or transaction; 

(c) any securities borrowing agreement or transaction; 

(d) any securities margin lending agreement or transaction, 

the value of which agreement or transaction depends on market valuations from time to time 
and which agreement or transaction may be subject to a margin agreement; 
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"securitisation exposure" in relatiobi to a securitisation scheme includes- 

(a) asset-backed commercial papel issued by a special-purpose institution; 

(b) mortgage-backed commercial paper issued by a special-purpose institution; 

(c) a credit-enhancement facility; 

(d) a liquidity facility; 

(e) an interest rate or a currency s\nlap transaction; 

(f) a credit-derivative instrument; and 

(g) a reserve account, such as a cash collateral account, irrespective whether or not the 
reserve account is recorded as 3n asset by an originator; 

"short position" in relation to a barik's trading activities means the position when a person 
sold a financial instrument in order to establish a market position and such market position 
has not been closed out by means 0:' a matching purchase; 

"short-term liability", in relation to any date, unless specifically 0thefWke stated, means a 
liability (including a loan from or a deposit by another bank) that is payable on or before the 
thirty-first day as from that date, or that on that date is subject to notice that makes it payable 
on or before the thirty-first day as from that date; 

"social security fund" in relation :o  the institutional and maturity breakdown of liabilities 
and assets means any autonornois fund that manages and operates a social security 
scheme; 

"special mention category" in relaton to the standardised approach for the measurement of 
a bank's exposure to credit risk means on-balance sheet or off-balance sheet items that are 
subject to conditions that, if left uricorrected, could raise concerns about timely and full 
repayment of the principal amount and related interest or other income and, as such, require 
more than normal attention; 

"specific impairment or allowance for doubtful debt" means any impairment, allowance or 
provision made against losses on a debt that has been specifically identified as bad or 
doubtful, and any impairment, allowarice or provision made against groups of debt on the basis 
of their age; 

"specific impairment or allowance in respect of investments" means any impairment, 
allowance or provision made in respect of the anticipated or actual diminution in the value of 
securities or equities held by the repo.ting bank or branch; 
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"specific risk" in relation to a bank's trading activities means the risk of loss due to an 
adverse price movement in an underlying instrument owing to factors related to the issuer of 
the instrument or in the case of a derivative instrument the issuer of the underlying 
instrument, which risk includes idiosyncratic risk and event or default risk; 

"specific wrong-way risk" in relation to a bank's exposure to counterparty credit risk 
means an exposure to a particular counterparty is positively correlated with the probability of 
default of the said counterparty due to transactions concluded with the said counterparty; 

"standard or current category*' in relation to the standardised approach for the measurement 
of a bank's exposure to credit risk means on-balance sheet and off-balance sheet items that 
are fully current in terms of both the repayment of the principal amount and related interest 
or other income, the continued repayment of which are without doubt and for which full 
repayment is expected; 

"stock position" in relation to a bank's trading activities includes- 

(a) commodities when the full contract price has been paid; 

(b) work-in-progress and finished goods resulting from the processing of commodities; or 

(c) raw materials that will be combined with commodities to produce a finished processed 
commodity; 

"substandard category" in relation to the standardised approach for the measurement of a 
bank's exposure to credit risk means on-balance sheet or off-balance sheet items that show 
weaknesses that could lead to probable loss if not corrected or where full repayment is in doubt 
owing to the primary sources of repayment being insufficient; 

"suspensive sale transaction*' means a sale subject to a suspensive condition; 

"total-return swap" means a bilateral agreement between a protection buyer and a protection 
seller in terms of which agreement the protection buyer swaps the total return on a reference 
asset or underlying asset, including all contractual payments and any appreciation in the value 
of the reference asset or underlying asset, with the protection seller in exchange for payment 
of a variable or fixed reference interest and compensation for losses in the value of the 
reference asset or underlying asset. 

The terms total-return swap and total rate-of-return swap are oflen used interchangeably by 
market participants; 
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"trading book or activity" includes sll positions in financial instruments and commodities held 
by a bank- 

(a) with trading intent, including 'such instruments or positions held with the intent of 
benefiting in the short term fro,n actual or expected movements in prices or to secure 
profits arising from arbitrage opportunities, which positions, for example, may include 
proprietary positions, positions arising from client servicing such as matched principal 
broking, or market making; or 

(b) in order to hedge other element.; of the trading book, 

which instruments or positions- 

(i) shall be free of any restrictive covenants in respect of tradability; 

(ii) shall be available to be ccmpletely or substantially hedged; 

(iii) shall be valued on a frequent and accurate basis; 

(iv) shall be actively managec; 

"uncommitted undrawn facility" ir relation to a bank's off-balance sheet exposure means 
any revocable undrawn commitment or facility; 

"underlying asset" means an assel that is protected in terms of a creditderivative contract, 
which underlying asset- 

(a) may not necessarily be identica to a reference asset; 

(b) is usually an asset that is alreac y held by the protection buyer; 

"unfunded credit-derivative inst~ument" means a contract in terms of which the 
protection seller does not provide cdlateral to a proiection buyer for the settlement of the 
protection seller's potential future obligations; 

"unincorporated business enterprises of households" in relation to the institutional and 
maturity breakdown of liabilities and assets mean households engaged in market production 
as single person businesses or sole proprietorship, and partnerships, that is, legal persons 
not organised in the form of a coripany, in respect of which person the household and 
business accounts in most cases cannot be separated, and which single person business or 
sole proprietorship can be with or witlout employees; 

"unit trusts" in relation to the institdional and maturity breakdown of liabilities and assets 
mean collective investment scherres involving the collection of funds from individual 
investors for investment in a spreaci of assets such as money-market instruments, bonds, 
shares and units of other unit trusts, which unit trusts may be divided into non-money market 
unit trusts, that is, unit trusts primarily investing In long-term fixed-interest securities or 
shares, and money-market unit trust;, that is, unit trusts primarily investing in money-market 
instruments. 
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66. Borrowing of money by co-operatives 

(1 ) For the purposes of paragraph (bb) of the definition of "the business of a bank" in section 
l(1) of the Act, a co-operative may borrow money from its members subject to the conditions 
specified below. 

(a) No loan from any individual member shall amount to less than R1 000, and, for the 
purposes of this paragraph, every successive loan from any particular member 
shall be regarded as a separate loan; 

(b) a loan shall not be repaid within 12 months after receipt; 

(c) the co-operative shall in respect of each loan issue an acknowledgement of debt; 

(d) every loan shall be negotiated on one or other of the conditions specified below, 
which conditions shall be recorded in the relevant acknowledgement of debt. 

(i) The member shall not have the right to demand repayment, but the co- 
operative may at any time, after it has held the loan for not less than 12 
months, repay such loan upon giving not less than 30 days' prior notice of its 
intention to repay such loan; or 

(ii) The loan shall be repayable at a fixed date to be specified in the 
acknowledgement of debt, but the board of directors of the co-operative shall 
have the power to defer the repayment if the circumstances of the co- 
operative as at that date render such deferment necessary, subject to the 
condition that if the decision of such board is not confirmed at the first 
succeeding general meeting of the co-operative, the loan shall be repaid 
within seven days of the date of such meeting. 

67. Short title and commencement 

These Regulations shall be called the Regulations relating to Banks and shall come into 
operation on 1 January 2008. 




