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BANKING, INSURANCE, COOPERATIVE   
FINANCIAL INSTITUTIONS AND FINANCIAL MARKET  
INFRASTRUCTURE SUPERVISION DEPARTMENT 

Responsible for the prudential supervision of the medium-  
to smaller-sized banks, insurance companies and cooperative 
financial institutions (CFIs), as well as securities and derivative 
market infrastructures (MIs), on both a solo and a consolidated 
basis, where applicable. 

Head of Department

SUZETTE VOGELSANG

REPORT OF 
THE PRUDENTIAL 
AUTHORITY

Operational structure

As part of its day-to-day activities, the Prudential Authority has also set up the following technical structures, which serve 
as internal advisory structures to the Chief Executive Officer (CEO) of the Prudential Authority: Policy Panel, Licensing 
Panel, Restructures and Expansions Panel, Prudential Authority Regulatory Actions Committee, Risk and Capital Review 
Panel, Conversions Panel and Designation Panel. 

REGULATORY  STRATEGY 
PRIORITIES

2019/20  
PERFORMANCE HIGHLIGHTS

Strengthen the regulation 
and supervision of banking 
institutions with updated 
Basel Ill requirements, 
updating regulatory 
requirements related to  
mutual banks, assessing  
the cooperative banks 
framework and developing 
prudential standards  
for CFIs.

Regulations relating to banks

 > Held extensive discussions with key stakeholders on the implementation of 
relevant internationally agreed regulatory reforms in South Africa. 

 > To date, the following proposed changes to banking regulation have been 
released for public consultation: 

– A standardised approach for measuring counterparty credit risk exposures.

– Capital requirements for banks' equity investments in funds.

– A capital standard for bank exposures to central counterparties.

– A supervisory framework for measuring and controlling large exposures.

– A total loss-absorbing capacity holdings standard. 

– Revisions to the securitisation framework. 

–  Capital treatment for simple, transparent and comparable short-term 
securitisations.

 > Issued Guidance Note 6 of 2019 (November), which sets out the proposed 
implementation dates for the Basel III post-crisis reforms.

 > Issued a new directive setting out minimum reporting requirements for  
banks in relation to material IT and/or cyber incidents. The directive also 
tasks banks with maintaining robust governance structures and incident 
management frameworks.

Mutual banks and cooperative financial institutions

 > Issued Guidance Note 2 of 2019 (September), which guides prospective 
CFIs on drafting policies relating to business plans, savings and loans.

 > Issued Guidance Note 1 of 2020 (March), which assists prospective CFIs 
and cooperative banks in applying for registration with the Prudential 
Authority.

Implement prudential 
regulation and supervision 
of financial conglomerates, 
including working to obtain  
a holistic view of group-wide 
activities, intragroup 
transactions and large 
exposures.

 > Issued a set of draft prudential standards in March 2020 to facilitate  
informal consultation on the proposed regulatory framework for financial 
conglomerates and started developing the supervisory framework for these 
conglomerates. 

 > Updated the designation criteria for financial conglomerates based on 
industry feedback received in the first round of informal consultation.

FINANCIAL CONGLOMERATE  
SUPERVISION DEPARTMENT 
Responsible for the consolidated prudential supervision of 
institutions designated as financial conglomerates, as well as  
for the supervision of anti-money laundering and countering  
the financing of terrorism.

Head of Department

DENZEL BOSTANDER

RISK SUPPORT  
DEPARTMENT 

Responsible for providing regulatory and supervisory support  
on credit, operational, market, liquidity and insurance risk, as  
well as for quantitative and actuarial analysis and financial 
institution statistics.

Head of Department

FAIZEL JEENA

POLICY, STATISTICS AND INDUSTRY  
SUPPORT DEPARTMENT 

Oversees policy formulation and the development and 
implementation of regulatory and supervisory frameworks.  
It also provides operational support, industry analysis and 
technical support on capital and accounting requirements  
as well as support on legal administration and enforcement 
responsibilities.

Head of Department

UNATHI KAMLANA
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The regulatory strategy sets out the Prudential Authority's approach to regulation 
and supervision and its key priorities to 2021. 

REGULATORY  STRATEGY 
PRIORITIES

2019/20  
PERFORMANCE HIGHLIGHTS

Strengthen the regulation 
and supervision of banking 
institutions with updated 
Basel Ill requirements, 
updating regulatory 
requirements related to  
mutual banks, assessing  
the cooperative banks 
framework and developing 
prudential standards  
for CFIs.

Regulations relating to banks

 > Held extensive discussions with key stakeholders on the implementation of 
relevant internationally agreed regulatory reforms in South Africa. 

 > To date, the following proposed changes to banking regulation have been 
released for public consultation: 

– A standardised approach for measuring counterparty credit risk exposures.

– Capital requirements for banks' equity investments in funds.

– A capital standard for bank exposures to central counterparties.

– A supervisory framework for measuring and controlling large exposures.

– A total loss-absorbing capacity holdings standard. 

– Revisions to the securitisation framework. 

–  Capital treatment for simple, transparent and comparable short-term 
securitisations.

 > Issued Guidance Note 6 of 2019 (November), which sets out the proposed 
implementation dates for the Basel III post-crisis reforms.

 > Issued a new directive setting out minimum reporting requirements for  
banks in relation to material IT and/or cyber incidents. The directive also 
tasks banks with maintaining robust governance structures and incident 
management frameworks.

Mutual banks and cooperative financial institutions

 > Issued Guidance Note 2 of 2019 (September), which guides prospective 
CFIs on drafting policies relating to business plans, savings and loans.

 > Issued Guidance Note 1 of 2020 (March), which assists prospective CFIs 
and cooperative banks in applying for registration with the Prudential 
Authority.

Implement prudential 
regulation and supervision 
of financial conglomerates, 
including working to obtain  
a holistic view of group-wide 
activities, intragroup 
transactions and large 
exposures.

 > Issued a set of draft prudential standards in March 2020 to facilitate  
informal consultation on the proposed regulatory framework for financial 
conglomerates and started developing the supervisory framework for these 
conglomerates. 

 > Updated the designation criteria for financial conglomerates based on 
industry feedback received in the first round of informal consultation.

Progress against the regulatory strategy 
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REGULATORY 
STRATEGY PRIORITIES

2019/20  
PERFORMANCE HIGHLIGHTS

Prudentially regulate Mls, 
including strengthening the 
resilience of Mls and ensuring 
that international principles 
related to Mls are adhered to, 
where appropriate.

 > Together with the SARB’s Financial Stability Department and the Financial 
Sector Conduct Authority (FSCA), assessed the compliance of JSE Clear 
(the clearing house and central counterparty functions of the JSE for all 
transactions in listed derivatives) against the Principles of Financial Market 
Infrastructures. The international principles have been issued by the 
Committee on Payments and Market Infrastructures and the International 
Organization of Securities Commissions to help ensure the safety, efficiency 
and resilience of financial MIs globally.

 > Working with the FSCA, approved variations to certain MI licences and are 
assessing applications for new MI licences. 

 > Together with the FSCA, published a joint standard relating to the licensing 
of central counterparties. Certain determinations have also been published 
relating to the licensing of external central counterparties and external trade 
repositories, and a draft equivalence framework for these entities has  
been developed. 

 > Working with the FSCA on certain guidelines and directives for MIs relating 
to governance, cyber resilience and incident reporting.

Prudentially regulate and 
supervise insurers by 
embedding the insurance 
Solvency Assessment and 
Management principles and 
issuing further regulatory 
instruments per the 
Insurance Act 18 of 2017.

 > The work to convert insurance licences issued under the Long-term 
Insurance Act (1998) and/or the Short-term Insurance Act (1998) to licences 
under the new Insurance Act is underway. The Insurance Act requires the 
licences of all registered insurers to be converted by no later than 
30 June 2020.  

 > Released the prudential standard on fees payable for various applications 
(over and above licensing) made in terms of the Insurance Act effective 
1 January 2020. The standard also sets out ancillary details such as the timing 
of payment, consideration of an application, value-added tax and refunds.

Establish a framework for 
significant owners, 
including the development  
of regulatory standards on 
significant ownership.

 > Together with the FSCA, developed, finalised and published in March 2020 
the Joint Standard on Fit and Proper Person Requirements for Significant 
Owners of financial institutions. The joint standard outlines what constitutes 
an increase or decrease in the extent of the ability of a person, alone or 
together with a related or inter-related person, to materially control or 
influence a financial institution’s business or strategy. The joint standard is 
effective from October 2020.

Conclude Memoranda of 
Understanding (MoUs)  
with other financial sector 
regulators, namely the 
FSCA, National Credit 
Regulator, Financial 
Intelligence Centre and  
the SARB.

 > Continued to collaborate and coordinate with the relevant regulators in line 
with respective MoUs.

   Prudential Authority Annual Report for the year ending 31 March 2020.
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REGULATORY 
STRATEGY PRIORITIES

2019/20  
PERFORMANCE HIGHLIGHTS

Prudentially regulate Mls, 
including strengthening the 
resilience of Mls and ensuring 
that international principles 
related to Mls are adhered to, 
where appropriate.

 > Together with the SARB’s Financial Stability Department and the Financial 
Sector Conduct Authority (FSCA), assessed the compliance of JSE Clear 
(the clearing house and central counterparty functions of the JSE for all 
transactions in listed derivatives) against the Principles of Financial Market 
Infrastructures. The international principles have been issued by the 
Committee on Payments and Market Infrastructures and the International 
Organization of Securities Commissions to help ensure the safety, efficiency 
and resilience of financial MIs globally.

 > Working with the FSCA, approved variations to certain MI licences and are 
assessing applications for new MI licences. 

 > Together with the FSCA, published a joint standard relating to the licensing 
of central counterparties. Certain determinations have also been published 
relating to the licensing of external central counterparties and external trade 
repositories, and a draft equivalence framework for these entities has  
been developed. 

 > Working with the FSCA on certain guidelines and directives for MIs relating 
to governance, cyber resilience and incident reporting.

Prudentially regulate and 
supervise insurers by 
embedding the insurance 
Solvency Assessment and 
Management principles and 
issuing further regulatory 
instruments per the 
Insurance Act 18 of 2017.

 > The work to convert insurance licences issued under the Long-term 
Insurance Act (1998) and/or the Short-term Insurance Act (1998) to licences 
under the new Insurance Act is underway. The Insurance Act requires the 
licences of all registered insurers to be converted by no later than 
30 June 2020.  

 > Released the prudential standard on fees payable for various applications 
(over and above licensing) made in terms of the Insurance Act effective 
1 January 2020. The standard also sets out ancillary details such as the timing 
of payment, consideration of an application, value-added tax and refunds.

Establish a framework for 
significant owners, 
including the development  
of regulatory standards on 
significant ownership.

 > Together with the FSCA, developed, finalised and published in March 2020 
the Joint Standard on Fit and Proper Person Requirements for Significant 
Owners of financial institutions. The joint standard outlines what constitutes 
an increase or decrease in the extent of the ability of a person, alone or 
together with a related or inter-related person, to materially control or 
influence a financial institution’s business or strategy. The joint standard is 
effective from October 2020.

Conclude Memoranda of 
Understanding (MoUs)  
with other financial sector 
regulators, namely the 
FSCA, National Credit 
Regulator, Financial 
Intelligence Centre and  
the SARB.

 > Continued to collaborate and coordinate with the relevant regulators in line 
with respective MoUs.

The Prudential Authority also focuses on the following additional priorities, playing a 
supporting role insofar as they pertain to its mandate. 

ADDITIONAL  
PRIORITIES

2019/20  
PERFORMANCE HIGHLIGHTS

Transformation  
of the broader 
financial sector.

 > Started determining the approach to transformation in line with the objectives of the 
FSR Act to transform the financial sector as envisaged by the Financial Sector Code for 
Broad-Based Black Economic Empowerment. The Insurance Act, as the first financial 
sector law enacted since the FSR Act, places certain requirements on the Prudential 
Authority to facilitate the transformation of the insurance sector.

Sustainable competition 
in the provision of 
financial products and 
services.

 > Developing a policy position paper on the Prudential Authority’s approach to supporting 
competition in the provision of financial products and services in a collaborative and 
coordinated manner with other South African regulators.

Financial inclusion as 
well as developments in 
financial technology 
(fintech).

 > Started work to support financial inclusion. The National Treasury’s strategy for financial 
inclusion will further inform the Prudential Authority’s approach to this national imperative. 
The Prudential Authority’s contribution will take the form of developing and implementing 
proportional regulatory and supervisory frameworks for regulated financial institutions 
based on nature, size and complexity. To date, the Prudential Authority has:  

–  Licensed one new micro-insurer, converted one existing insurer to a micro-insurer and  
is considering several new micro-insurer licence applications (in line with the Insurance 
Act’s new regulatory framework for micro-insurance). 

–  Licensed one new CFI, with several applications in various stages of the licensing process.

 > The Prudential Authority is a member of the Intergovernmental Fintech Working Group 
and the SARB’s Innovation Hub. Both platforms enable the Prudential Authority to gain 
deeper insights into fintech innovation. 

    Advancing fintech: page 32. 

Integrity in terms of 
compliance with the 
AML/CFT provisions of 
the Financial Intelligence 
Centre Act 38 of 2001.

 > Starting in March 2019, the Financial Action Task Force (FATF) assessed South Africa’s 
technical compliance and effectiveness with its recommendations. The review 
comprised a technical compliance questionnaire and an on-site effectiveness 
assessment by representatives from FATF, the IMF and the Eastern and Southern Africa 
Anti-Money Laundering Group (ESAAMLG). Various stakeholders, including the SARB’s 
Financial Surveillance and National Payment System departments participated in the 
on-site assessment.

  Two drafts of the FATF’s report have been received, providing South Africa with the 
opportunity to review and provide feedback to the assessors. The COVID-19 pandemic 
has delayed the mutual evaluation process, with meetings postponed to October 2020. 
It is anticipated that the report will be tabled at the FATF Plenary in October 2020 and 
discussed at the ESAAMLG Council of Ministers Forum in March or April 2021. 
The publication of the report will be confirmed by the FATF closer to that time.

 

The prudential 
regulation and 
supervision of medical 
schemes, pension funds, 
collective investment 
schemes and friendly 
societies.

 > Working with the National Treasury, the FSCA and, where relevant, the Council of Medical 
Schemes, established various task teams to determine how additional types of financial 
institutions outlined in the FSR Act as pension funds, collective investment schemes, 
friendly societies and medical schemes will be regulated from 1 April 2021 and beyond.  
The FSCA and the Council of Medical Schemes currently regulate these financial 
institutions, however it is expected that the Prudential Authority’s regulatory perimeter will 
expand over the next three years to include them. Included in this work is determining the 
feasibility of the 2021 timeframe, to be decided by the Minister of Finance.

Progress against additional priorities 
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Financial Sector 
Assessment  
Programme 
The Prudential Authority participated in the 
South African 2020 Financial Sector 
Assessment Programme (FSAP) review 
conducted by the World Bank and IMF. 
The review assessed the stability and 
development needs of South Africa’s financial 
system. The work programme includes an 
assessment of how regulators of the financial 
sector oversee and respond to systemic risk, 
emerging issues, risk analysis, AML/CFT, 
fintech, cyber resilience, climate risks and 
sustainable finance, among others. The IMF will 
confirm the publication of its FSAP notes and 
findings in due course. 

Leveraging  
technology 
The Prudential Authority is using technology 
advances to improve the quality of its 
supervision. Together with the SARB, it is 
investing in infrastructure to extract data from 
financial service providers and analyse large 
granular data sets to support predictive models 
that will identify potential risk areas. This is 
aligned to a global shift towards risk-based 
supervision, where regulators play a more 
proactive role in identifying risk factors and 
working with the financial services sector to 
take mitigating actions. 
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In line with the increased 
prominence of sustainable 
finance and climate change 
issues on the agendas of 
international regulatory 
organisations, the Prudential 
Authority actively participated 
in related discussions 
through its memberships in 
the Sustainable Insurance 
Forum and Basel Committee 
on Banking Supervision. 
In July 2019, the SARB formally joined the 
Network of Central Banks and Supervisors  
for Greening the Financial System (NGFS).  
The NGFS aims to help strengthen the global 
financial sector’s response to meeting the Paris 
Agreement goals, including enhancing the role  
of financial systems in managing risks and 
mobilising capital for green and low-carbon 
investments. The SARB is also an active 
member on key workstreams to address 
climate-related supervisory practices, develop 
analytical climate risk frameworks and develop 
green taxonomies.

In 2019, the Prudential Authority surveyed the 
domestic banking and insurance sector on the 
implementation of the Task Force on Climate-
related Financial Disclosures recommendations 
– an industry-led initiative established by the 
FSB to develop voluntary, consistent climate-
related financial disclosures that help investors, 
lenders and insurance underwriters understand 
material risks. 

The conclusions drawn from the survey indicate:

> An acute awareness among financial 
institutions (banks and insurers) that climate 
change will impact business. 

> A need for more climate-related reporting to 
enhance industry’s understanding of climate 
risk to better inform business planning and 
strategy conversations. 

The Prudential Authority will publish further 
guidance for banks and insurers on assessing 
climate risks. It will also enhance its supervisory 
processes and activities to include climate risks 
within its overall risk assessment of financial 
institutions. In addition, the Prudential Authority 
recognises the importance of introducing 
specific regulatory climate reporting 
requirements. While work on this has not yet 
started, some level of reporting requirements is 
likely to be introduced towards the end of 2020 
or early in 2021.

Sustainable finance and climate change

Governance structure
The FSR Act prescribes the governance structure (including the Prudential Committee), resources, 
financial management and reporting obligations of the Prudential Authority.

    Climate change: physical and transition risk 
to financial system stability: page 57.

Responsibilities

 > Provides oversight on the management and administration of  
the Prudential Authority to ensure that it is efficient and effective.

 > Oversees the implementation of key matters assigned to the  
Prudential Authority by various laws pertaining to the financial sector.

 > Authorises the CEO of the Prudential Authority to sign MoUs with  
other international regulators.

 > Develops prudential and joint standards as well as other regulatory 
instruments in terms of various laws pertaining to the financial sector. 

 > Approves the Prudential Authority’s annual report for tabling at the  
National Assembly.

Chairperson 
Governor of the SARB

Members 
Deputy Governors, with one of the 

Deputy Governors being the CEO of 
the Prudential Authority.

Standing invitees 
The four Prudential Authority 

Heads of Department.

PRUDENTIAL COMMITTEE  |  Met nine times during the reporting year




