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GOVERNMENT NOTICES

. o SOUTH AFRICAN RESERVE BANK
No. R. 1464 _ ' _ 22 November 2002

BANKS ACT, 1990 (ACT NO. 94 OF 1990)
AMENDMENT OF REGULATIONS

The Minister of Finance has under section 90 of the Banks Act 1990 (Act No. 94 of 1990),
made the regulations contained in the Schedule
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Definitions

1. In this Schedule,

SCHEDULE

“the Regulations" means the Regulations relating to Banks, published

under Government Notice No. R. 1112, in Government Gazelfte No. 21726 on
8 November 2000, as amended.

Amendment of regulation 1 of the Regulations

2. Regulation 1 of the Regulations is hereby amended-

(a) by the substitution for subreguiaﬁon (2) of the following subregulation:

"(2) In order to achieve the objective relating to the maintenance of effective risk
management by banks and controlling companies, every bank and every
controlling company shall have in place comprehensive risk-management
processes and board-approved policies, and procedures to- '

(a)
(b)
(c)
(d)
(e)

identify; .
measure;
monitor;
control; and
report,

amongst others, the risks referred to in regulation 38(3)."

(b) by the substitution for subregulation (3) of the following subregulation:

"(3) As a minimum, the risk-management processes, policies and. procedures
referred to in subregulation (2) shall-

(@)

(b)

(c)

(d)

(e)

be adequate for the size and nature of the activities of the bank or
controlling company and shall periodically be adjusted in the light of
the changing risk profile of the bank or controlling company, and
external market developments;

clearly specify the business strategy of the reporting bank or the
controlling company; _

clearly specify the limits and allocated capital relating to the various
risks; .

be subject to adequate internal controls and appropriate internal audit
coverage;

include appropriate board and senior-management oversight.”
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(c) bythe inserﬁon of the following subregulation:

"(4) Al 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, all liabilities consisting of claims

relating to, and all assets arising from, the business of the reporting bank

shall, subject to the provisions of regulation 2, be included against the
appropriate liability or asset items in the columns provided."

(d) Dby the insertion of the following subregulation:

“(5) An analysis of any information or item furnished or appearing in any of the
forms referred to in subregulation (4) shall upon his request be made
avallable to the Reglstrar within a reasonable period of time."

Amendment Of'form D1 099

3. Form DI 099, following immediately after regulation 6 of the Regulations, is hereby
amended by the substitution for the item "3. FORM DI 310" of the following item: '

*3. FORM DI 310

()  None of the liquid assets included in items 16 to 23 of this form have been
pledged or otherwise encumbered, as envisaged in section 72(3) of the Act,
without the consent of the Registrar;

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

(i) this bank has from the fifteenth business day of the month following the
month for which the preceding return of form DI 310 was submitted to date
maintained, and will 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 required 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 20(3), and complies/will comply,
as from the fifteenth business day of the month following the month to
which this return relates, with the aforesaid prescribed minimum

~ requirements on the basis of its prescribed average daily amount of total
liabilities during the reporting month. (If 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
existed, shall accompany this return.)" .
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Amendment of regulation 12 of the Regulations
4. Regulation 12 of the Regulations is hereby amended -
(a) by the substttutlon for paragraph (b) of subregulation (2) of the following paragraph:
- "(b) the debit and credit balance shall relate to the same counterparty;"
(b) by the insertion of the fbllowing subfegulation:
"(3) For the purposes of this regulation, counterparty means any natural person
or juristic person, and "person” shall not have the same meaning as a
"person" defined in regulation 63."
Mndmnt of r_eg(;lation 16 of the Regulations

5. Regulation 16 of the Regulations is hereby amended by the substitution for the
instruction relating to the completion of line item number 25, contained in subregulation
(13), of the following instruction:

"25 Other liabilities and trade creditors, including tax liabilities
 The following liabilities shall be included:

25.1 Balances due to head office and branches in the Republic, that is, when
the net interbranch and head-office balances resulting from entries that
originate or require response outside the head office or outside any
particular branch are credit balances. A net debit balance shall be
reported under asset item 84. ' '

25.2 A balance representing deferred income that cannot be deducted from

~ the asset in question. (This item shall include suspense accounts

~ arising from credit balances resulting from the revaluation of forward

- exchange contracts or other trading assets, but shall exclude unearned
finance changes accrued interest and rebates.)

25.3 The gross amount of eredlt items on a deferred tax account. (Also refer
: to the directives concerning asset item 82. )

25.4 All provisions not included elsewhere in this statement
25.5 All credit items in transit.

256 Any liability of the reporting bank at month-end due to a commitment
resulting from a short position in any financial asset."
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Substitution of form DI 110

6. The form DI 110 set forth in Annexure A to this notice is hereby substituted for the form
DI 110 immediately preceding regulation 17 of the Regulations.

Amendment of regulation 17 of the Regulations
7. Regulation 17 of the Regulations is hereby amended-
(a) by the substitution for subregulation (15) of the following subregulation:

"(15) A bank shall record its potential credit exposure originating from a credit-
derivative contract when the bank acts as a protection provider/seller in line
item5.

Total return-swap contracts differ from typical direct credit-substitute
instruments, such as credit-default swaps, to the extent that they cover not
only any default on the reference asset or underlying asset but also any
changes in the market value of that asset.

Payments beiween the protection buyer and the protection seller as
counterparties to a total return swap are based upon changes in the market
value of the reference asset or underlying asset rather than being
dependent upon the occurrence of a specified event. '

Changes in the market value of assets are not always recorded in respect
of positions held in a bank's banking book. Consequently, a bank shall
include all total return swap coniracts in its trading book, except those

~ contracts entered into in order to hedge an underlying banking-book
exposure.

When a bank buys credit protection through a total return swap and records
the net payments received on the swap as net income, but the bank does
not record offsetting deterioration in the value of the asset that is protected,
the credit protection shall not be recognised for purposes of these
Regulations.

Credit-linked notes are funded instruments which funding shall be reported
in the form DI 100."
(b) bythe substitution for subregulation (16) of the following subregulation:

"(16) A bank shall report its potential liability originating from its participation as a
Central Securities Depository in line item 6."
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(c) by the substitution for subregulation (17) of the followinQ subregulation:
"(17) The effective net open position in foreign currencies -

(a) required to be reported in line item 7 of form DI 110 shall be as
calculated in line item 42 of column 7 on form DI 600 (Currency risk),
converted into rand;

(b) required to be reported in line item 24 of form DI 110 shall be as
calculated in line item 48 of column 7 on form DI 401 (Consolidated
return), converted into rand."

(d) by the substitution for subregulation (18) of the following subregulation:

"('1 8) Portfolios managed by others on behalf of the reporting bank shall include
assets not reported in form DI 100, and the applicable risk weighting shall
be the same as in respect of the relevant asset.”

(e) Dby the substitution for subregulation (19) of the following subregulation:

"(19) Portfolios managed for others and for which financing is provided shall
include financing provided for the purpose of acquiring a portfolio of
investments managed by the reporting bank, which financing has not been
reported in form DI 100, and the applicable risk weighting shall be the same

© as in respect of the relevant financing.”

(f) by the insertion of the following subregulation:

"(20) A controlling company shall complete line items 21 to 27 of form DI 110 on
a six-monthly basis, in accordance with the provisions and directives of,
inter alia, regulations 6 and 17."

Substitution of form DI 310

8.

The form DI 310 set forth in Annexure B to this notice is hereby substituted for the form
DI 310 immediately preceding regulation 20 of the Regulations.

Amendment of regulation 20 of the Regulations

9.

Regulation 20 of the Regulations is hereby amended by the substitution for subregulation
(8) of the following subregulation:

"(8) Instructions relating to the completion of the return are furnished with
reference to certain item descriptions and line item numbers appearing on form
DI 310, as follows: :
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Line item
number

4 Average daily amount owmg by banks, branches and mutual banks in
the Republic _ : 4

The purpose of the deduction is 'to avdid-double reserving against quuidity
risk in the South African banking system.

6 Repurchase agreements

The average daily amount of funding received for the month in respect of
the repurchase agreements specified shall be recorded.

16 to 23 Average daily amount of liquid assets held

The reporting bank shall record, in line items 17 to 23, the average daily
amount of its holdings during the prescribed period of the individual
‘categories of liquid assets, valued in accordance with the requirements of
section 72(4) of the Act.

The individual liquid asset items identified shall include the average daily
amounts during the prescribed period of liquid assets acquired under resale
agreements, but shall not include the average daily amounts of such assets
sold under repurchase agreements.

24 to 30 Memorandum items
The average daily émounts of all liquid assets acquired under resale
agreements during the prescribed period and included in items 20 to 23, or
sold under repurchase agreements, shall be recorded in items 26 and 27,
respectively.”
Substitution of form DI 400

10. The form DI 400 set forth in Annexure C to this notice is hereby substituted for the form
DI 400 immediately preceding regulation 21 of the Regulations.
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Amendment of regulation 21 of the Regulations

11.  Regulation 21 of the Reguiations is hereby amended-

(a)

by the substitution for subregulation (9) of the following subregulation:

"(9) The following directives and interpretations shall be followed in the
completion of the risk-weighting columns in forms DI 100 and DI 110:

TABLE OF RISK WEIGHTINGS

Risk

Transactions with the following counterparties, including

weighting assets and oontingent liabilities
0% Transactions with the following counterparties

Central government of the RSA and OECD countries
Central banks of the RSA and OECD countries
Intragroup advances to banks (including NCDs)

Intragroup advances to other formally reguiated financial entities
with similar capital requirements to these Regulations

Intragroup advances to branches of foreign banks (including
NCDs)

Corporation for Public Deposits

Assets
Bank notes, subsidiary coin, gold coin and bullion
Deferred tax debits not arising from an assessed loss
Postal and money orders, service deposits and stamps

Contingent liabilities
Aggregate effective net open foreign-currency position(s) of
foreign branches and subsidiaries calculated in accordance with
regulation 24(9)
Performance-related guarantees on behalf of the RSA central
government and RSA public-sector bodies and central
governments in common monetary area

Irrevocable letters of credit with an original maturity of up to three
months

Irrevocable letters of credit and unutilised facilities to the central
government of the RSA and OECD countries, regardless of the
original maturity thereof

All irrevocable, unutilised facilities with an original maturity of less
than one year :

Irrevocable, unutilised draw-down facilities to the central
government of the RSA and QOECD countries

Any forward exposure to the central government of the RSA and
QECD countries, central banks of the RSA and OECD countries,
banks within the same group as the reporting bank and the
Corporation for Public Deposits when the residual maturity of
credit protection bought is more than one year but less than the
maturity of the underlying credit exposure

Exposures resulting from the dematerialisation of marketable
securities held in custody as a Central Securities Depository
Participant (CSDP) under Share Transactions Totally Electronic
(STRATE), provided that such exposure is covered and can be
met by the STRATE Dispossessed Member's Fund
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Risk Transactions with the following counterparties, including
weighting - assets am:l contingent liabilities

5% Contingent liabilities
Irrevocable letters of credit with an original _matur'ity of more than
three months on behalf of public-sector bodies in the RSA

- Irrevocable, unutilised facilities with an original maturity of one
year and over to public-sector bodies in the RSA

- Irrevocable, unutilised draw-down facilities to public-sector bodies
in the RSA &

Any forward exposure to RSA publio—sector bodies, excluding the
central government,” South African Reserve Bank and the
Corporation for Public Deposits when the residual maturity of
" | - credit protection bought is more than one year but less than the
maturity of the underlying credit exposure

Exposures resulting from the dematerialisation. of marketable
securities held in custody as a CSDP under STRATE not covered
in the above category

~-10% . |Transactions with the following counterparties

.~ | RSA public-sector bodies, excluding the central government,
South  African Reserve Bank and the Corporation for Public
Deposits _
Central governments of countnes in common monetary area,
excluding the RSA :

Contingent liabilities
Performance-related guarantees on behalf of RSA banks, RSA
mutual banks and banks in OECD countries _
Irrevocable letters of credit with an original maturity of longer than
 three months on behalf of banks in the RSA and OECD countries
Irrevocable, unutilised facilities with an original maturity of one
year and longer to banks in the RSA and OECD countries
Irrevocable, unutilised draw-down facilities to banks in the RSA
and OECD countries
Any forward exposure to banks in the RSA and OECD countries
when the residual maturity of credit protection bought is more
than one year but less than the maturity of the underlying credit
. exposure

20% Transactions with the followmg counterparties

Public-sector bodies in countrles in common monetary area,
excluding the RSA

Banks in the RSA and OECD countries not covered in the above
categories

Non-RSA banks and non-OECD banks when the residual
maturity is less than or equal to 12 months

Securities firms Iincorporated in the RSA or OECD countries,
provided that such firms are subject to supervisory and regulatory
arrangements comparable to those in the RSA including, in
particular, ﬁsk—based capital requurements c A

Contingent liabll - '
- Irrevocable _Iette_rs of credit for a pefidd of longer than three
months to all other parties not covered above

- Irrevocable, unutlllsed draw-down facilities to banks in non-OECD
countries -
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‘Risk Transactions with the following counterparties, including
|__weighting assets and contmgent liabilities
20% Irevocable, unutilised facilities with an original maturity of one
o year and over to banks in non-OECD countries
Contracted capital expenditure
50% Assets '
Loans granted on or after 1 October 1998, fully secured by
mortgage bonds on occupied urban residential dwellings or
occupied individual sectional title dwellings, in respect of which
loans, the principal amount, together with accrued interest, is
repayable in equal monthly instalments, when the monthly
instalments are not four months or more 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
Loans granted before 1 October 1998, fully secured by mortgage
bonds on urban residential dwellings or individual sectional title
dwellings, in respect of which loans, the principal amount, together
with accrued interest, is repayable in equal monthly instalments,
when the monthly instalments are not four months or more overdue
and when the capital amount outstanding does not exceed the
current market value of the mortgaged property
Remittances in transit
Contingent liabilities
Performance-related guarantees on behalf of non-banks not
covered in the above categories
All other irrevocable facilities, including all other unutilised draw-
down facilities
Underwriting exposures
Any forward exposure to non-banks and other counterparties not
covered in the above categories when the residual maturity of
credit protection bought is more than one year but less than the
maturity of the underlying credit exposure
100% Transacti ns with i ounterparties
. All other counterparties not covered above
Assets
All other assets not covered above |
Contingent liabilities
Aggregate effective net open foreign-currency position(s) of the
reporting bank and its foreign branches and subsidiaries
calculated in accordance wuth regulation 33(5)
A second-loss credit-enhancement facility in a securitisation
scheme
Seeregu- | Portfolios managed by others on behalf of the bank
lations 17(18)| portfolios managed for others, when financing i
and 17(19) ios aged , inancing is provided
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| Impairments

Im_pairments

‘Any other instrument that qualifies as primary capital of any other
‘bank

" Bad debts not yet written off

An amount equal to the book value of ordinary shares or of ﬁon-
‘redeemable non-cumulative preference shares drect!y or indirectly
held by the bank in any other bank

An amount equal to the book value of shares directly or indirectly
held by the bank in a subsidiary of the bank that conducts the
business of a bank in any country outside the RSA

An amount equal to the book value of shares directly or indirectly
held by the bank in a regulated non-bank financial institution if such
a share investment qualifies as capital of that regulated non-bank
financial institution

The higher amount of any capital requirement imposed by either
the home country or the host country in respect of any foreign
branch of the bank

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 purpose of meeting the
liabilities of the bank in terms of the Banks Act, 1990

The net present value of acknowledgements of debt outstanding
issued to fund, either directly or indirectly, instruments that rank as
qualifying primary capital and unimpaired reserve funds, which net
present value shall be an impairment of the issuer's primary capital
and unimpaired reserve funds unless such acknowiedgements of
debt are subordinated in a similar manner 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

A first-oss credit-enhancement facility in a securitisation scheme

A materiality threshold specified in a credit-derivative contract,
which materiality threshold either reduces the amount of payment
or requires a given amount of loss to occur to the protection buyer
before the protection seller is obliged to make payment to the
protection buyer :

Deferred tax debits arising from an assessed loss

Goodwill

Accumulated losses

Establishment costs

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

Preference shares held by the bank, which preference shares have
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Impairments

Impairments

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 '

Debt instruments 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

Any other instrument that qualifies as secondary capital of any
other bank _

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 prescribed in
subregulations (6A)(b) and (6A)(c)

Debt instruments issued by banks (for example, 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 fund, either directly or indirectly, instruments that rank as
qualifying secondary capital and unimpaired reserve funds, which
net present value shall be an impairment of the issuer's secondary
capital and unimpaired - reserve funds wunless such
acknowledgements of debt are subordinated in a similar manner to
the instruments that rank as qualifying. secondary capital and
unimpaired reserve funds

Against tertiary 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 fund, either directly or indirectly, instruments that rank as
qualifying tertiary capital, which net present value shall be an
impairment of the issuer's tertiary capital unless such
acknowledgements of debt are subordinated in a similar manner to
the instruments that rank as qualifying tertiary capital

Any other instrument that qualifies as tertiary capital of any other
. bank

(b) by the substitution for subregulation (14) of the following subregulation:

"(14) CREDIT-RISK MITIGATION

Credit-risk mitigation relates to the reduction of a bank's credit-risk
exposure by obtaining, for example, collateral or guarantees or credit-
derivative instruments.
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A reduction in the credit-risk exposure of the reporting bank will be allowed

(@)

to the extent that the bank achieves an effective and verifiable transfer of
risk. :

Collateral

When loans, advances, leasing transactions, suspensive-sale
transactions, investments, off-balance-sheet lending transactions,

counterparty-risk exposures and large exposures are secured by the
pledge of - '

(i) assets that attract a lower risk weighting than the transactions or
exposures themselves or

(i)  deposits,

the following risk weightings shall apply, provided that all the conditions
set out under "minimum requirements" are met:

() . in the case of assets that attract a lower risk weighting than the
transactions or exposures themselves, the lower weightings shall
apply to the outstanding amounts of the transactions or
exposures covered by the pledge of assets; or

(i) in the case of deposits, such transactions or exposures shall be
- reallocated risk weightings as follows

-deposzts made w:th

- the reportlng bank 0%
- banks within the same banking o110 o Ty 0%
-. other banks, branches arﬁ mutual banks ................. 20%

Minimum requirements relating to collateral

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

extent-

(i) that such collateral was not already taken into account in the
calculation of amounts reported in line items 1 to 4 of the form
DI 400;

(ii) that the bank is able to esfablish title to the collateral in order to
liqundate it;

(iii) that such collateral can be reallsed by the reporting bank under |

normal market conditions, that is, the value at which the collateral
can be realised in the market does not differ materially from its
book value.
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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 collateral;

if all the following conditions are met:

®

(ii)

(iif)

(v)

Legal certainty

Collateral is effective only if 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 col!ateral 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 ali relevant jurisdictions. Legal
opinions shall be updated at appropriate intervals.

Documentation

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

Low correfation with exposure

In order for collateral to provide protection, the credit quality of
the obligor and the value of the coliateral shall not have a

- material positive correlation.

Robust n‘sk-ménagement process

While collateral reduces credit risk, it simultaneously increases

other risks to which a bank is exposed, such as legal,

operational, liquidity and market risks. Therefore, a bank shall -
employ robust procedures and processes to control all material

risks. ;
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As a minimum, a robust risk-management process relating to
collateral management shall include the following fundamental
elements:

(aa) Strategy |

A clearly articulated strategy for the use of collateral
should form an intrinsic part of a bank's general credit
strategy and its 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 revalue its collateral frequently.

Stressed and unstressed measures of the potentially
unsecured exposure under collateralised transactions
shall also be calculated. One such measure would take
account of the time and cost involved if the borrower or
counterparty were to default and the collateral had to be
liquidated.

Stress tests and scenario analysis should be conducted to
enable the bank to understand the behaviour of its
portfolio of collateral arrangements under unusual market
conditions. Any unusual or disproportionate risk identified
should be managed and controlled.

(dd) Policies and procedures

Clear policies and procedures .shall be established and

maintained in respect of collateral management,

including:

(A) the terms of collateral agreements; types of
collateral and enforcement of collateral terms (for
example, waivers of posting deadlines);

(B) the management of Iega.l risks;

(C) the' administration of agreements; and

(D) 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.

00299667—B
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(b)

(ee) Systems

A bank's policies and procedures shall be supported by
collateral management systems capable of {racking the
location and status of posted collateral.

(f)  Concentration risk

A bank shall have a clearly defined policy with respect to
the amount of concentration risk that it is prepared to
accept, that is, take as collateral large quantities of
instruments issued by the same obligor.

A bank shall take collateral and purchased credit
protection into account when assessing the potential
concentrations in its credit portfolio, including when
determining its large exposures in terms of section 73 of
the Act.

(9g) Roll-off risks

When a bank obtains collateral that differs 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 collateral expires.

The bank may be unable to obtain further collateral or to
maintain its capital adequacy when the collateral expires.

Guarantees
Risk weighting

When loans, advances, leasing transactions, suspensive-sale
transactions, investments, off-balance-sheet lending transactions,
counterparty-risk exposures and large exposures are guaranteed, the
risk weighting applicable to the guaranteed transaction or guaranteed
exposure may be reduced to the risk weighting applicable to the
guarantor. .

The lower risk weighting of the guarantor shall apply to the outstanding
amount of the exposure covered by the guarantee, provided that all the
requirements set out below are met.
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Minimum requirements relating to guarantees

A reduction in the risk weighting of a bank's exposure to the risk
weighting appllcab!e to the guarantor shall be allowed only to the
extent-

(i) that such guarantee was not already taken into account in the
calculation of amounts reported in line items 1 to 4 of the form
- DI1400;

(i) that such guarantee can be realised by the reporting bank under
normal market conditions;

if all the following conditions are met:

(i) The guarantee shall be an explicitty documented obligation
assumed by the guarantor.

(i) The guarantee shall be legally enforceable in all relevant

- jurisdictions.

(i) Direct
The guarantee shall represent a direct claim on the guarantor.
When a quélifying default or non-payment of the obligor occurs,
the reporting bank shall pursue the guarantor for amounts

outstanding under the loan, rather than having to continue fo
pursue the obligor.

Payment by the guarantor, in terms of the guarantee, grants the
guarantor the right to pursue the obligor for amounts
outstanding under the loan.

(iv) Explicit .

The guarantee shall be linked to specific exposures, so that the
extent of the cover is clearly defined and incontrovertible.

(v) Irrevocable

Other than the reporting bank's non-payment of money due in
respect of the guarantee, there is no clause in the contract that
would allow the guarantor unilaterally to cancel the guarantee.

(vi)  Unconditional

There is 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.
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(vii) 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 these risks.

As a minimum, a robust risk-management process relating to
guarantees shall include the following fundamental elements:

(aa)

(bb)

(cc)

Strategy

A clearly articulated strategy for guarantees shall form an
intrinsic part of a bank's general credit strategy and its
overall liquidity strategy.

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. -

Systems '

A ba{nk's policies and procedures shall be supported by

(dd)

(ee)

management systems capable of tracking the location
and status of guarantees.

Conceniration risk

A bank shall have a clearly 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 large exposures
in terms of section 73 of the Act.

A bank shall monitor general trends affecting its
guarantors, in order to mitigate its concentration risk.

Roll-off risks

When a bank obtains guarantees that differ in maturity
from the underlying credit exposure, the bank shall
monitor and control its roli-off risks, that is, the fact that
the bank will be exposed to the full amount of the credit
exposure when the guarantee expires.
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" The bank may be unable to obtain further guarantees or
to maintain its capital adaquacy when the guarantee
expires.

(c) Credit-derivative instruments

The term "credit-derivative instrument” is a ‘general term used to
describe various contracts designed to transfer credit risk from one
. party, the protection buyer, to another party, the protection seller.

The protection seller receives premium or interest-related payments
in return for contracting to make payments to the protection buyer,
which payments are linked to the credit standing of a reference asset,
reference entity or underlying asset.

Funded credit-derivative instruments

The term credit-derivative instrument may also be used to describe
cash instruments in respect of which repayment of a principal amount
is linked to the credit standmg of a referance asset, reference entity or
-underlying asset.

Credit-linked notes |ssued by the reporting bank and referenced to a
particular ~ credit exposure(s) are an example of such cash
instruments.

For risk-mitigation purposes, credit-linked notes will be treated in a
manner similar to cash-collateralised transactions.

Unfunded credit-derivative instruments

A credit-derivative instrument that does not ensure effective risk
mitigation equivalent to obtaining an underlying guarantee will not be
recognised for risk-mitigation purposes. The capital treatment of the
different credit risk-mitigation instruments in terms of these
Regulations is based on the economic effects of the instruments and
not on the legal construction of the said instruments.

Although the legal construction of guarantees may differ from credit-
derivative instruments, only credit-default swaps and total-return
swaps that provide credit protection equivalent to guarantees will be
recognised as credit risk-mitigation instruments, in addition to credit-
linked notes, in terms of these Regulations.

Normally, transactions in credit-default swaps and total-return swaps
are concluded to establish a risk position without the required funding
to fund such a risk position being obtained. Both credit-default swaps
and total-return swaps, however, may also be structured so that
exposure to the underlying asset or reference asset is funded at
inception.
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When a bank buys credit protection through a total-return swap and
records the net payments received on the swap as net income, but
does not record the offsetting deterioration in the value of the asset
that is protected, either through a reduction in fair value or an
adjustment to reserves, the credit protection will not be recognised.

Materiality thresholds

Normally, a materiality threshold is specified in "a credit-derivative
contract in order to ensure that the protection seller is obliged to only
make payment in terms of the credit-derivative contract once a
material default has occurred in respect of an-underlying asset,
reference asset or reference entity.

The economic effect of a materiality threshold speciﬁed in a credit-
derivate contract, however, may be that the protection buyer will
suffer a specified amount of loss before payment in terms of the
credit-derivative contract is triggered or the amount of payment by the

- protection seller to the protection buyer may even be reduced.

Materiality thresholds specified in a credit-derivative contract may
therefore result in a significant loss being incurred by the protection
buyer on an underlying asset or reference asset without a credit-
event payment belng made.

- Materiality thresholds below which no paymént will be made in the
“event of a loss to the protection buyer or that reduce the amount of

payment by the protection seller to the protection buyer shall for
purposes of these Regulations be regarded as equivalent to a
retained first-loss provision and shall be deducted in full from capital
in accordance with the provisions of subregulation (8).

Credit-derivative instruments with materiality thresholds that require a
high percentage of loss to occur before the protection seller is obliged
to make payment to the protection buyer will not be recognised for
credit-risk mitigation purposes in terms of these Regulations.

- Multiple-name instruments

Multiple-name instruments refer to credit-derivative instruments that
reference more than one reference asset, reference entity or
underlying asset. Multiple-name structures generally comprise two
types of instrument, namely, first-to-default structures, that is,
protection is recognised with respect to only one reference asset,
reference entity or underlying asset in the basket, and proportional
structures, that is, protection is allocated proportionally amongst the
reference assets, reference entities or underlying assets in the basket.

When the number of exposures in a basket is significant, the
transaction will be regarded as a synthetic securitisation scheme.
Such transactions shall be subject to the provisions of the exemption
notice relating to securitisation schemes published in Government
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Notice | No. 1375, in Government Gazette No. 22848 dated
13 December 2001, as amended.

For the purposes of these Regulations, the number of exposures in &
basket will be regarded as significant when the envisaged transaction
will cause-

(i) the capital requirement of the reporting bank to increase or
decrease by 5 per cent or more; or

(i) the amount of the relevant portfolio of the reporung bank in
respect of which the transaction will be concluded to increase or
decrease by 5 per cent or more.

Settlement

Normally, credlt-denvatlve instruments provide for either physical
settlement or cash settlement.

Some credit-derivative instruments provide for pre_-agreed amounts fo
be paid when a credit event occurs. These contracts are generally
known as binary or digital contracts.

Physical settlement, for example, involves the delivery, by a protection
buver, of an obligation of the reference entity specified in the contract in
return for cash settlement by the protection seller of the reference
amount.

Cash settlement requires a cash settlement amount to be calculated by
a calculating agent specified in the contract. Following the occurrence
of a credit event in respect of the reference asset, reference entity or
underlying asset, the cash settlement amount is normally calculated as-

the nominal amount of protection purchased; multiplied by

. the value of the reference asset, reference entity or underlying
asset at inception (the value is normally expressed as a
percentage, for example, 100 per cent); less

o the “final value", which value is normally expressed as a
percentage of the reference asset, reference entity or underlying
asset on the cash-settlement date.

When obligations in terms of credit-derivative instruments are physically
settled, problems associated with the valuation of the reference asset,
reference entity or underlying asset foltowing a credit event are avoided.

‘When the payment in terms of a credit'Qderivative ihstrument is a fixed
amount, that is, a binary payment, the amount of protection shall be the
amount of the fixed payment.

Forergn-currancy posmons
Foreign-currency -positions created by credit-derivative instruments

shall be included in the form DI 600 when the aggregate effective net
open foreign-currency position of the reporting bank is measured.
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Risk weighting
Protection buyer (seller of credit risk)

- For the pfotected portion of a credit exposure, a bank that is a
. protection buyer may subsiitute the risk weighting relating to the

protection provider for the risk weighting of the reference asset,
reference entity or underlying asset.

The lower risk weighting relating to the protection provider shall apply to

- the outstanding amount of the transaction or exposure protected by the

credit-derivative instrument, provided that all the conditions set out
below are met.

In the case of a first-to-default structure, the protection buyer may

‘select the reference asset, reference entity or underlying asset in

respect of which protection is recognised.

In the case of a proportional structure, the protection buyer may
recognise protection in respect of all reference assets, reference
entities or underlying assets, proportionally.

When a bank buys protection in the absence of an underlying exposure,
or when bought protection is not recognised in the reporting bank's
calculation of its required capital relating to an underlying exposure, the
credit-derivative instrument shall be ignored for purposes of calcuiating
the reporting bank's capital requirements relating to banking activities.

A materiality threshold contained in a credit-derivative contract that
requires a given amount of loss to occur to the protection buyer before
the protection seller is obliged to make payment to the protection buyer
or reduce the amount of payment to the protection buyer shall be
regarded as the equivalent of a first-loss credit-enhancement facility
applied in asset securitisation and synthetic securitisation structures. A
bank that is a protection buyer shall deduct such a materiality threshold
from its capital and reserve funds in accordance with the provisions of
subregulation (9). The deduction from the reporting bank's capital in
respect of such bought protection shall be limited to the capital
requirement relating to the underlying asset or reference asset if no
protection was purchased.

Proteéﬂon provider/seller (buyer of credit risk)

The protection seller is normally exposed to the credit risk associated
with the reference asset, reference entity or underlying asset. The
position will be treated as though the protection seller had a direct
exposure to the reference asset, reference entity or underlying asset.

When protection is provided by way of a funded credit-derivative
instrument, the protection seller, upon conclusion of the credit-

_ derivative contract, is exposed to the sum of the credit risk relating to

the reference asset, reference entity or underlying asset and the credit
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risk relating to the funds placed with the protection buyer. The
exposure shall be risk weighted according to the risk weighting
applicable to the reference asset or underlying asset, or the risk
weighting applicable to the protection buyer, whichever risk weighting
is the highest. The exposure at risk will be limited to the maximum
; payment in terms of the credit-derivative contract.

When the protection seller has entered into an unfunded credit-
derivative contract, the protection seller is exposed only to the credit
risk relating to the reference asset, reference entity or underlying
asset.

In the case of a first-to-default structure, the protection seller shall
maintain capital against each of the reference assets, reference
entities or underlying assets in the basket. The risk weighting shall be
applied to the maximum payment due in terms of the credit-derivative
contract for each of the reference assets, reference entities or
underlying assets in the basket, provided that the aggregate amount
of capital held shall not exceed an amount equal to a deduction from
capital.

In the case of a proportional structure, the protection seller may
attribute risk weightings to all reference assets, reference entities or
. underlying assets, proportionally.

Minimum requirements relating to credit-derivative instruments
General requirement

Notwithstanding the provisions of thesé Regulations, a bank .that
wishes to engage in credit-derivative fransactions-

(i)  shall obtain the prior written approval of the Exchange Control
Department of the South African Reserve Bank in respect of
any such transaction involving a non-resident person;

should the Exchange Control Department of the South African
Reserve Bank grant its approval to the said transaction, the
bank shall adhere to such rules, conditions or such regulations
as may be specified by the Exchange Control Department of
the South African Reserve Bank relating to credit-derivative
instruments;

(i)  shall comply with such rules, conditions or such regulations as
may be specified by the Exchange Control Department of the
South African Reserve Bank relating to credit-derivative
instruments.



26 No. 24088

GOVERNMENT GAZETTE, 22 NOVEMBER 2002

Specific requirements

Protection from a credit-derivative contract shall be recognised in
terms of these Regulations to the extent-

(i)

(il

that such protection was not already taken into account in the
calculation of amounts reported in line items 1 to 4 of the form
Di 400;

that such protection can be realised by the reporting bank under
normal market conditions, that is, the value at which the
protection can be realised does not differ materially from its
book value;

if all the following conditions are met:

(i)

(i)

(i)

(v)

(vi)

Direct

The credit protection shall represent a direct claim on the
protection seller.

Explicit

The credit protection shall be linked to specific credit
exposures, so that the extent of the cover is clearly defined and
incontrovertible.

Irrevocable

Other than a protection buyer's non-payment of money due in
respect of the credit-protection contract, there is no clause in
the contract that would allow the protection seller unilaterally to
cancel the credit protection. -

Unconditional

There is no clause in the contract, other than clauses relating to
procedural requirements, that could prevent the protection
seller from being obliged to make payment in a timely manner
should a credit event occur in respect of an underlying asset,
reference entity or reference asset.

The credit protection shall be legally enforceable in all relevant
jurisdictions.

In cases of uncertainty, a bank shall obtain legal opinions
confirming the enforceability of the credit protection in all
relevant jurisdictions. Legal opinions shall be updated at
appropriate intervals.

The protection seller has no formal recourse to the protection
buyer in respect of losses incurred by the protection seller.
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(vii) In the case of a funded single-name credit-derivative contract,
the protection buyer shall have no obligation to repay any
funding received from the protection seller in terms of the credit-
derivative contract except at the maturity date of the contract,

_provided that no credit event has occurred during the period of
bought protection, or as a result of a defined credit event and,
then, in accordance with the terms of payment defined in the
contract.

(viii) In order to obtain full recognition of the protection obtained, the
base currency of a credit-derivative instrument shall be the
same currency as the currency in which the credit exposure that
is protected is denominated.

When a . credit-derivative instrument is denominated in a
currency that differs from the currency in which the credit
exposure is denominated, that is, when there is a currency
mismatch, the bought protection may be less than expected
owing to fluctuations in the exchange rates.

When the base currency of a credit-derivative instrument differs
from the currency in which the credit exposure is denominated,
the protection buyer shall reduce the protection obtained by 15
per cent in order to account for the contingent currency risk.

| .(fx)ﬂ Robust ﬁsk—ménégement process

While credit-derivative instruments 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 fo control these risks.

As a minimum, a robust r’isk-management process relating to
credit-derivative instruments shall include the following
fundamental elements:

(aa) Strategy

A clearly artidulated strategy for credit-derivative
instruments shall form an intrinsic part of a bank’s general
_ credit strategy and its overall liquidity strategy.

(bb) Focus on underlying credit

A bank shall continue to assess an exposure that is
hedged by a credit-derivative instrument 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.
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(x)

@)

(dd)

(es)

Systems

A bank's policies and procédures shall be supported by
management systems capable of tracking the location
and status of its credit-derivative instruments.

Concentration risk

A bank shall have a clearly defined pdlicy with respect to
the amount of concentration risk that it is prepared to
accept.

A bank shall take purchased credit protection into account .
when assessing the potential concentrations in its credit
portfolio, including when the bank determines its large
exposures in terms of section 73 of the Act.

A bank shall monitor general trends affecting its credit-
protection sellers, in order to mitigate its concentration
risk.

Roll-off risks

When a bank obtains credit protection that differs 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 credit protection expires.

As a minimum, the risk-management systems of the reporting
bank shall be adequate:

(aa)

(bb)

(cc)

to capture the credit risk relating to a reference asset,
reference entity or underlying asset acquired through a
credit-derivative contract and any counterparty risk arising
from an unfunded over-the-counter credit-derivative
contract within the normal credit-approval and -monitoring
process;

to assess the probability of default correlation between
the reference asset, reference entity or underlying asset
and the protection provider;

to provide valuation procedures, including assessment
and monitoring of the liquidity of the credit-derivative
instrument and the reference asset or underlying asset.
This is particularly important for credit-derivative contracts
when the reference asset or underlying asset is illiquid, for
example, a loan, or if the derivative instrument has
multiple reference assets, reference entities or underlying
assets;
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()

(dd) to assess the impact on liquidity risk when the reporting
bank has transferred a significant amount of credit risk
through the use of funded credit-derivative instruments
with a shorter maturity than the underlying credit
exposure;

(ee) to assess the impact on capital adequacy when the
reporting bank has transferred a significant amount of
credit risk through the use of unfunded credit-derivative
instruments and when a replacement contract may not be
available when the credit protection expires;

(ff) to assess the change in the risk profile of the remaining
credit exposures in terms of both the quality and the
spread of the portfolio, when the reporting bank makes
extensive use of credit-derivative instruments to transfer
risk;

(9g) to assess the basis risk between the reference-asset
exposure and the underlying-asset exposure when these
exposures are not the same; '

_ (hh) to monitor the legal and reputational risk associated with

credit-derivative instruments;
(i) to monitor the credit'risk on an ongoing basis.

As a minimum, the credit events relating to non-sovereign debt,
specified by the contracting parties shall include:

(aa) Bankruptcy or insclvency.
(bb) Any application for protection from creditors.

(cc) Payment default, that is, fallure to pay the principal
amount or interest amounts due.

(dd) Any reduction in the rate or amount of interest payable or
the amount of scheduled interest accruals.

(ee) Any reduction in the ainount of principal, fees or premium
payable at maturity or at the scheduled redemption dates.

(ff) Any change in the ranking in the pﬁority of payment of
any obligation, causing the subordination of such
obligation.

(g9) Any postponement or other deferral of a date or dates for
either the payment or accrual of interest or the payment of
the principal amount or premium.
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(i)

(xiii)

(xiv)

(xv)

(xvi)

As a minimum, the credit events relating to sovereign debt,
specified by the contracting parties shall include:

(aa) Any moratorium on the repayment of the principal amount
or interest amounts due.

(bb) Repudiation.

(cc) Payment default, that is, failure to pay the principal or
- interest amounts due.

(dd) Any reduction in the rate or amount of interest payable or
the amount of scheduled interest accruals.

(ee) Any reduction in the amount of principal, fees or premium
payable at maturity or at the scheduled redemption dates.

(ffy  Any postponement or other deferral of a date or dates for
either the payment or accrual of interest or the payment of
the principal amount or premium.

Contracts allowing for cash settlement will be recognised for
risk-mitigation purposes, provided that a robust valuation
process is in place in order to estimate loss reliably. There shall
be a clearly specified period for obtaining post-credit-event
valuations of the reference asset or underlying obligation,
typically no more than 30 days.

The grace period specified in the credit-derivative contract shall
not be longer than the relevant grace period provided for failure
to pay in terms of the underlying obligation.

The protection buyer has the right and ability to transfer the
underlying obligation or reference asset to the protection seller,
if such underlying obligation or reference asset is required for
settlement.

The delivery of the underlying obligation or reference asset
shall not contravene any term and condition relating to the
underlying asset or the reference asset, and consent shall be
obtained when necessary.

(xvii) The identity of the persons responsible for determining whether

a credit event has occurred, and the sources to be used, shall
be clearly defined. This determination shall not be the sole
responsibility of the protection seller. The protection buyer shall
have the right and ability to inform the protection seller of the
occurrence of a credit event. ?
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(xviii) Asset mismatch

When the reference asset and the underlying asset being
hedged differ, the protection buyer may suffer a loss on the
underlying credit exposure, which loss will not be fully
compensated by an equivalent claim against the protection
- seller.

When there is an asset mismatch between the underlying
exposure and the reference asset, the protection buyer will be
allowed to reduce the credit exposure, provided that:

(aa) the reference asset and the underlying exposure relate to
the same obligor, that is, the same legal entity;

(bb) the reference asset ranks pari passu with or more junior
than the underlying asset in the event of bankruptcy;

(cc) legally effective cross-default clauses, for example, cross-
default or cross-acceleration clauses apply; and

(dd) the terms and conditions of the credit-derivative contract
do not contravene the terms and conditions of the
underlying asset or the reference asset.

(d) Maturity mismatches

A maturity mismatch occurs when the residual maturity of the credit
protection is less than that of the underlying credit exposure.

The maturity of the underlying exposure and the maturity of the credit
protection should both be defined conservatively.

The effective maturity of the underlying exposure shall be the longest
possible remaining time before the obligor is scheduled to fulfil its
obligation.

Embedded options that may reduce the term of the credit protection
should be taken into account when the effective maturity of the credit
protection is determined so that the shortest possible effective
maturity is used. Fcr example, the effective maturity of credit
protection with step-up and call features will be the remaining time to
the first call.

Maturity-mismatched credit protection of iess than one-year residual
maturity, which does not have a matching maturity with the underlying
credit exposure(s), will not be recognised for credit-risk mitigation
purposes in terms of these Regulations.

When the residual maturity of collateral, a guarantee or a credit-
derivative instrument is more than one year but less than the maturity
of the underlying credit exposure, the forward exposure shall be
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recognised and risk weighted in accordance with the provisions of
subregulation (9)."

(c) by the insertion of the following subregulation:

"(15) Instructions relating to the completion of the return are furnished with
reference to certain item descnptlons and line item numbers appearing on
form DI 400, as follows :

Line item
humber

1

6t09

The totals of the risk-weighting columns of line item 85 of form
DI 100 shall be recorded.

The totals of the risk-weighting columns of line item 12 of form
DI 110 shall be recorded.

The counterparty-risk exposure shall be completed by using a
three-month moving-average amount (the month-end figure for
the reporting month and the relevant figures for the preceding
two month-ends) of the totals of line item 158, column 8 of the

form DI 402.

Large exposures shall be completed by using a three-month
moving-average amount (the month-end figure for the reporting
month and the relevant figures for the preceding two month-
ends) of the totals of line item 5, column 13 of the form DI 510.

A reduction of the capital requirement in respect of loans
(including loans made through the taking up of preference

. shares), advances, leasing transactions, suspensive sale

18 to 47

32 and 33
45 and 46

41

transactions, investments, off-balance-sheet lending transactions
(including performance-related guarantees), counterparty-risk
exposures and large exposures shall be reported in accordance
with the provisions of subregulation (14).

The amounts to be reported in line items 18 to 47 shall be the
amounts determined in accordance with section 1(1) of the Act,
read with the directives of regulation 21, where applicable.

The board of directors of a bank shall approve the amount of
qualifying capital and reserve funds that is available to cover,
inter alia, risk arising from a bank’s trading activities. In order fo
optimise the utilisation of qualifying capital and reserve funds of a
bank, management may allocate qualifying capital and reserve
funds, within the limits approved by the board of directors, in
respect of the bank’s banking activities and its trading activities,
respectively.

' Debits on a deferred tax account arising from a general

provision shall be deducted from general provisions in order to
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establish the amount that qualifies as secondary unimpaired
reserve funds in terms of section 1(1) of the Act.

48 Non-qualifying capital and reserve funds include -

(a) any shares or debentures for which approval has not been
obtained from the Registrar, as required in terms of section
79(1)(b) of the Act;

(b) the extent to which qualifying secondary capital and
reserve funds available for banking activities exceeds the
amount of allocated qualifying primary share capital and
reserve funds relating to banking activities;

(c) fifty per cent of revaluation surpluses determmed in terms
of regulation 11 of the Regulations;

rs

(d) any general provision in excess of 1,25 per cent of risk-
weighted credit-risk exposure.“

Substitution of form DI 402

12. The form DI 402 set forth in Annexure D to this notice is hereby substituted for the form
DI 402 immediately preceding regulation 23 of the Regulations.

Amendment of regulation 23 of the Regulations
13. Regulation 23 of the Regulations is hereby amended-
(a) by the substitution for subregulation (7) of the follotying subregulation:
“(7) Credit-derivative contracts

Within a swap contract, the counterparty-risk exposure is normally a
function of the volatility of the underlying market, the forward curves and the
time to maturity. Furthermore, the credit exposure increases if the reference
asset is in some way correlated to the market.

Credit default-swap contracts

A bank that bought credit protection shall report its counterparty-risk
exposure in respect of all unsettied contracts at the end of the reporting
month.

A bank that sold credit protection shall report its counterparty-risk exposure
only when interest payments and/or fees are outstanding in terms of the
credit-derivative contract, which outstanding amounts shali be reported as a
sundry debtor and risk weighted in accordance with the provisions of
regulation 21(9).

00299667—C
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Total-return contracts

In the case of a total-return contract, payments between the protection
buyer and the protection seller are made in order to settle changes in the
market value of the reference asset or underlying asset.

The protection buyer and the protection seller shall report the counterparty-
risk exposure in respect of all unsettied transactions at the end of the
reporting month. )

" Credit-linked notes

No counterparty-risk exposure shall be reported in respect of a credit-linked
note transaction.”

(b) by the substitution for subregulation (8) of the following subregulation:

"(8) A bank shall have a written policy in place that clearly specifies the criteria
for determining which on-balance sheet and off-balance-sheet items 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."

(c) Dby the insertion of the follbwing subregulation: _

*(9) Instructions relating to the completion of 'the return are furnished with
reference to certain item descriptions and line item numbers appearing in
form DI 402, as follows:

Line item

number

1t0 110 To be completed in respet;t of the frading activities of the reporting

bank in accordance with the directives of the CAR Regulations, read
with these Regulations, where applicable.

114 Relates only to banks that use internal models in order to calculate

counterparty risk.

115 to 159 To be completed in respect of a bank’s banking activities.”

Substitution of form DI 403

14. The form DI 403 set forth in Annexure E to this notice is hereby substituted for the form
DI 403 immediately preceding regulation 24 of the Regulations.
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Amendment of regulation 24 of the Regulations
15. Regulahon 24 of the Regulations is hereby amended-
(a) by the substitutlon for subregulation (9) of the following subregulatnon

"(9) In this regulatlon"detasled instructions relating to the completion of the
~ return are furnished with reference to the headings and columns appearing
in form DI 403, as follows:

Line item
number |

4 Readily realisable assets shall include all items listed in line items 13,
14 and 27 of form DI 300 that are available to the foreign operation of |
the South African bank, in terms of legislation applicable in the

- country in which the bank conducts its business, in order to fund such
operatlons funding requirements from money-market sources.

6to9 The respective amounts to be reported shall be the amounts after
reallocations in respect of transactions guaranteed or secured, or
transactions in credit-derivative instruments.

27 The net amount of line items 67 and 75 of form DI 400 shall be
' reported

41t0 56 Item 41 plus item 46 shall be equal to item 51 plus item 54.

871097 The distribution of loans and advances is based on the Standard
Industrial Classification of all Economic Activities, obtainable from the
Central Statistical Service, Private Bag X44, Pretoria, 0001.

Item 87 to 97, column 1, and item 87 to 97, column 2, shall be equal
to item 62 column 1 and item 63 column 1, respectively, of the form
DI 100.

106 ltem 106 column 1 and item 106 column 2 shall be equal to item 62
column 1 and item 63 column 1, respectively, of form DI 100.

115 to 120 For the purpose of the completion of section 1.8 (currency risk), any
currency other than the reporting currency of the foreign branch or
foreign subsidiary of a bank in the Republic shall be regarded as
foreign currency. The aggregate effective net open foreign-currency
position of such a branch or subsidiary, as determined in section 1.8,
shall be risk weighted at nil per cent, in accordance with regulation
21(9), in form DI 110 and form DI 403, respectively.”

Substitution of form DI 420

16. The form DI 420 set forth in Annexure F to this notice is hereby substituted for the form
DI 420 immediately preceding regulation 26 of the Regulations.
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Amendment of regulation 26 of the Regulations

17. Regulation 26 of the Regulations is hereby amended-

(a) by the substitution for subregulatidn (9) of the following subregulation:

"(9) In this regulation, detailed instructions relating to the completion of the
return concerning market risk are furnished with reference to the headings
and columns appearing in form DI 420, as follows:

Line item

number
11029

30 to 82

To be completed by banks that use the simplified meﬂwd to measure
position risk relating to trading_ activities.

To be completed by banks that use the building-block method to

‘measure position risk relating to trading activities.

101 t0 106 To be completed by banks that use internal models to measure

122

position risk relating to trading activities. The purpose of column 7 is
to determine the aggregate figures in respect of the line items
specified. Column 7 will not in all cases be the aggregate amount of
columns 1 to 6, owing to the effect of diversification across portfolios.

The purpose of an anticipated market-price movement is to calculate
a standardised potential loss relating to positions held in the banking
book."

Substitution of form DI 430

18. The form DI 430 set forth in Annexure G to this notice is hereby substituted for the form
DI 430 immediately preceding regulation 27 of the Regulations.

Amendment of regulation 27 of the Regulations

19. Regulation 27 of the Regulations is hereby amended-

(a) by the substitution for subregulation (3) of the following subregulation:

"(3) The return distinguishes between -

(@)

(b)

(c)

transactions concluded in resbect of credit-derivative instruments and
transactions concluded in respect of derivative instruments other than
credit-derivative instruments;

the broad categories of risk, including credit, interest rate, exchange
rate, equities and commodities;

the type of instrument, including forwards, swaps and options;
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(b)

(c)

(d) whether the bank is primarily involved in over-the-counter derivatives
or exchange-traded contracts -(in order to dlstmgunsh between risk
profiles); and

(e) whether derivative instruments are being used for trading pu'rposes or
banking purposes, such as hedging."

by the substitution for subregulation (6) of the following subregulation:

"(6) A bank shall have in place a written policy relating to derivative instruments,
which policy-

(a) has been approved by the board of dlrectors of the bank,

(b) clearly specifies 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;

(c) clearly specifies the limits relatlng to transactions in derivative
- instruments;

(d) ensures that transactions in derivative instruments are subject to
adequate internal controls and appropriate internal audit coverage.”

by the insertion of the following subregulation:

"(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 in form DI 430, as follows:

Line item
number

1to 67 These items shall reﬂe'ct all transactions in derivative instruments
other than credit-derivative instruments.

11020  Tumover
These items shall reflect the (notional) capital amounts underlying all
transactions concluded during the current month in respect of which
the reporting bank acted as a principal. The purpose of the
information is to obtain an understanding of the scope, nature and
extent of a bank’s involvement in derivative instruments.
- Notional (capital) amounts shall be reflected as absolute amounts.

21t042 Unexpired contracts at month-end

These items shall reflect the (notional) capltal amount(s) underlying
all transactions that had not yet terminated at the month-end.
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43 to 62

63 and 64

68 to 75

These items shall reflect the fair value amount of all transactions that

had not yet terminated at the month-end.

The gross positive and gross negative fair value amounts included in
“line items 53 to 61 shall be reported separately in lines 63 and 64.

This information will indicate whether the bank is a net creditor or
borrower in respect of over-the-counter contracts at month-end.

Identification of the fair value amount for contracts other than trading
gives an indication of the extent to which the bank may be exposed to
unrealised losses. '

These items shall reflect the underlying (notional) capital amodnt(s)
and the fair value amount(s) of all transactions in credit-derivative
instruments."

Amendment of regulation 28 of the Regulations

20. Regulation 28 of the Regulations is hereby amended- ‘

(a

by the substitution for the instruction relating to the completion of paragraph

number 1, contained in subregulation (7), of the following instruction:

"

ON-BALANCE-SHEET AND OFF-BALANCE-SHEET CLASSIFICATION

The items listed in form DI 500 under this heading shall correspond with the’
items reported in the form DI 100/DI 110 as follows:

Form DI 500 Corresponding item in the forms
. : DI 100/ DI 110
~ Line item Column Line item Column
8 6 52 1 less 8'
21 6 51 1 less 8'
34 6 53 1 less 8'
47 6 62 less items 49, 1 less 8'
50, 51, 52, 53, 572

- and 602

60 6 49 zplus items 50, 1 less 8'
' 57%,607%, 64, 70

and 77
71 6 1 to 3, plus item 5 1 less 8'

(DI 110)

1.
2.

Also Include exposures with a zero risk weighting not included in column 8 of forms DI 100 and DI t10.
Loans and advances to banks included in column 10 of the form DI 100.

"~ Accrual of interest/income

Line items 13, 26, 39, 52, 65 and 76. The indication of whether or not
interest/income is still accrued should be based on the general policy of the
reporting bank for the particular category.”
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Amendment of regulation 30 of the Regulations
21. Regulation 30 of the Regulations is hereby amended-
(a) by the substitution for subregulation (3) of the following subregulation:

"(3) Unless expressly otherwise provided, a large exposure in respect of
banking activities relates to the aggregate credit exposure of the reporting
institution to a person in respect of -

(a) all asset items included in form DI 100, including all deposits, loans
and advances and investments included in asset items 48 to 61 and
64, respectively,

(b) the said person's Iliabilities in respect of outstanding
acknowledgements of debt included in line item numbers 78 to 81 of
form DI 100;

(c) all contingent liabilities included in line item numbers 1 to 5 and 11 of
form DI 110; and &

(d) the counterparty exposure arising from all unsettled transactions,
including swaps, options and futures, included in form DI 402,

relating to banking activities.”

Amendment of regulation 59 of the Regulations
22. Regulation 59 of the Regulations is hereby amended-
{a) Dby the substitution for subregulation (20) of the following subregulation:
CORRESPONDENCE WITH OTHER RETURNS

(20) Hereinafter in this subregulation, instructions relating to the completion of
form DI 900 are furnished with reference to the corresponding liability and
asset items appearing in the balance sheet in form DI 100, and, in respect
of the contingent liabilities and other risk exposures and derivatives, with
reference to the corresponding items appearing in the statement of
off-balance-sheet activities in form DI 110 and derivative instruments in
form DI 430 as follows:
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Form DI 100 Form DI 900
Lineno. Columnno. | _Line no. Column no.
e dilities :
1 4 - 63 4
2 . 4 ' 2 8
' plus - 37 4
plus 38 4
plus - 39 4
plus 53 4
. . ; plus 58 4
3 4 3 8
: : plus 6 8
plus 26 8
plus 37 4
plus 38 4
4 : 4 3 8 :
. plus 26 8, where applicable
' plus 37 4 '
5 : 4 6 -8
plus 26 8, where applicable
plus 38 4
6 -4 9 8
plus 14 8
_ plus 27 8
7 4 2 . 8
plus 8 4 less 3 8.
plus 9 4 less 6 8
- less 26 8
less 9 9
less 14 9
less 27 9
10 4 2 9
: less 3 9
less 6 9
less 26 9
11 4 39 4
12 4 40 4
15 4 53 4
plus 58 4
less 59 4
16 4 - 28 8
‘g : plus 45 4
20 4 64 4
25 4 59 4
plus 65 4
26 4 67 4
_ plus 68 4
27 4 59 4
plus 66 4
plus 69 4
plus 70 4
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- —__Form DI 100 Form DI 200
Line no. Column no. - _—-Lineno. ~~_Column no.
Capital and reserve funds
28 4 ' 71 1
to 75 - 1
30 4 ' 76 1
31 4 77 1
32 4 78 1
33 4 79 ]
34 4 80 1
35 4 81 1
plus 36 4
38 4 82_ 1
39 4 83 1
; 40 4 84 1
plus 41 4
42 4 85 1.
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—_Form DI 100 - Form DI 900

Line no. Column no. Line no. Column no.
it Assets
43 1 - 86 3
_ | plus 141 3

44 1 87 3

45 1 90 3
plus 141 3

46 1 ' A 3

47 ; 95 3
less 141 3

48 1 ' 100 3

' plus 101 3

plus 108 3, where applicable

49 1 106 3
plus 107 3
plus 108 3, where applicable

50 1 97 to 99 3

_ . plus 103 to 105 3

51 1 113 3

52 1 118 3

53 1 126 3

54 1 130 3

55 1 151 3

56 1 154 3
plus 163 3

57 1 140 3
less 141 3

58 1 109 3

63 1 175 3

64 1 176 3

65 1 177 3
plus 187 3
plus 194 3

66 1 202 3

67 1 197 3

201 3
207 3

68 1 203 3

69 i 208 3

70 1 209 3

71 1 210 3

72 1 211 3

73 1 212 3

74 1 213 3

75 1 214 3

76 1 215 3

. plus 216 3

77 1 , 218 3

82 1 220 3

83 1 222 3

84 1 219 3
plus 221 3
plus 223 3

85 1 224 3
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Form DI 110 : -~ Form DI 900
Line no. Columnno. | Lineno. Columnn
Conﬂngent Ilabllities and other risk exposures
1 230 1
_ 2 1 e B o0 1
" plus 3 1 ' B :
7 ~ 735 o
7 Y s 1 i R 1
10 1 ' 235 1
11 1 234 1
13 EE _ 253 1
to 16 1
17 1 249 1
to - - 20 1
Form DI 430 L Form DI 900
Line no. - Column no. _Lineno. - Column no.
: _Derivative instruments '
52 13 plus 14 - .- 243 ' 1
plus 62 13 plus 14
plus 7t 11 plus-12
plus 75 11 plus 12 - ) =i
- 30 13 plus 14 : 243 ' 2
plus 40 13 plus 14 '
plus 71 9 plus 10
plus 75 9 plus 10

Amendment of regulation 63 of the Regu!atlons
23 Regulatlon 63 of the Regulatlons is hereby amendecl-

(a) by the insertion: after the def nition of commercsal paper“ of the follovwng
definitions:

"“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 amount only-if a predefined
credit event in respect of a reference asset, reference entity or underlying asset
occurs.

“credit-derivative instrument” means 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 fransferred from one
counterparty, which can be referred to the protection buyer or credit-risk seller, to
another counterparty, which can be referred to as the protection se!lar or buyer of
credlt risk.

“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.
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(b)

(c)

(d)

(e)

®

“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."

by the insertion after the definition of "foreign currency” of the fo]ldﬁving definition:

"“funded credit-derivative instrument” 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."

by the insertion after the defi nition of "private-sector non-bank person" of the
following definitions:

"““protection buyer” means a counterparty 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 counterparty that assumes credit risk assomated
with a reference asset, reference entity or underlying asset."

by the insertion after the definition of "public sector" of the following definitions:

"““reference asset” means a financial asset in respect of which payments in
terms of a credit-derivative contract or instrument are linked. The reference asset
may be a bond or a security, but it can also be a loan or another form of
obligation. A reference asset is not always held by a protection buyer.

“reference entity” 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."

by the insertion after the definition of "resident” of the following definitions:

"“residual maturity” means the remaining period to the maturity of a contract.”

by the insertion after the definition of "suspensive sale transaction" of the following
definitions:

"“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 ftotal rate-of-return swap are often used

interchangeably by market participants.
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“underlying asset” means an asset that is protected in terms of a. credit-
derivative contract. The underlying asset may not neoessariiy be identical to a
reference asset. The underlying asset is usually an asset that is already held by
the protection buyer.

“unfunded credit-derivative instrument” means a contract in terms of which
the protection seller does not provide collateral to a protection buyer for the
settlement of the protection seller's potential future obligations.”

24. Date of commencement

These amended Regulations shail apply in respect of the reporting periods of January
2003 and onwards.



OFF-BALANCE-SHEET ACTIVITIES

(Confidential and not available for inspection by the public)

Name of bank/Controlling company

Month ended *

Sol -

{

OFF-BALANCE-SHEET ACTIVITIES

Line

Month-end balances’

{yyyy-mm-dd)

to be roun rest R'000)

Average daily balances for the
month*

am | LT LT L

| Total
1

| Trading |
3

L Tofal

Indemnities and guarantees

Irevocable letters of credit
Irrevocable unutilised faciliies

Underwriting exposures

Credit-derivative instruments

Ceniral Securities Depository Participation..........oueenee.

Effective net open position in foreign currencies
{absolute value)

Portfolios managed:

- By others on behalf of the reporting institution ..
- For others where financing is provided.................

Committed capital expenditure

Other contingent liabilities
TOTAL (of ltems 110 11) .ocoversrcciinrcinsenne

[ R A

10
11
12

.

| Banking |

Max. level
recorded
duri
mo

Risk profile of off-balance-sheet activities in terms of
. percentage weighting

g Impair-
0% | 5% | 10% | 20% | 50% | 100% | 150% ments

1

8 9 10 11 12 13 14 15

7

DN,

Memorandum items:

Securities lent to:

Residents (total of items 14 and 15) .......c.coevriecisnenne

- Banks

- Non-banks

Non-residents

Securities borrowed from:

Residents (total of items 18 and 19) ......ovevcerereeniennnas

- Banks

~  Non-banks

Non-residents

13
14
15
16

17
18
19

*

Quarterly/Six monthly where applicable

880%C ON 9F

2002 HIGWIAON ¢¢ 'J113Z2vD INIJWNHINOD
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Consolidated supervision
OFF-BALANCE-SHEET ACTIVITIES I.rme Amount
. _ . 1
Indemnities and guarantees 21
Irevocable letters of credit ; 22
Underwriting exposures (excluding exposures already Indudecl under insurance funds) .................. 23
Effective net open position in foreign currencies 24
Committed capital expenditure : 25
Other contingent liabilities © 28
TOTAL (of items 21 fo 26) 27
Hash total ...

28
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MINIMUM RESERVE BALANCE AND LMD ASSETS DI 310 l | | | | | | |
{Confidential and not available for inspection by the puhlic) Monthly
Name of bank....... :

Month ended _ ' (yyyy-min-dd} - Country

Line Total Directives and
|_liabllifies | instructions |

Capital and liabilities as per line item 42, oolumn 7 of form DI 100° . N 1
Less: Capital and reserve funds as per line item 28, column 7 ofform DI 100 ........

Average daily amount of funding, received from head office or from other
branches within the same group

Average daily amount owing by banks, branches and mutual banks in the
Republic {(including loans granted in terms of resale agreements)........c.cec....

Liabilities, as reduced (line item 1 less line items 2 to 4) : 5
Less: Average dallr amount of funding received under repurchase ents with
days and shorter, with Government securities, Treas biiis,

Land Bank bills and S A Reserve Bank securities as underlying security 6

Average daily amount of liabilittes relating fo transactions in dwvatva
instruments as per line item 26, column 7 of form DI 100%........ceimimcnicnarinnes

Average daily amount of liquid assets held up fo fourteenth business day of the month
following on the month to which this return relates (total of line items 17 to 23) -
section 1 of the Act 16

S A Reserve Bank notes and coin held during preceding month (excluding such notes
or coin taken into account, opposite line item 12, in the calculation of minimum

_Average daily amounit owing by banks in OECD COURHES.............ooomeeceereienes 8
Add:  Average daily amount 1c>f funding received from head office or other branches
within the same group’ (line mam 3 above) _ 9
P— _— : . . : Prescribed
Liabiliies, as adjusted (item 5 less items 6 fo 8 plus item 8} 10 neroentgsg"
Average daily minimum reserve balance to be held as from fifteenth business day of
the month following on the month to which this retumn relates (line 10 column 1
multiplied by the percentage indicated in line 11 column 2) 11 . 2,5%
Less: Average amount of S A Reserve Bank notes and subs:dlary coin held dumg Phase-out
the reporting month** (Line 44 column 4 of form DI 100).... - 12 e’
Avera%daﬂy minimum reserve balance to be held with the S A Resewe Bank as
enth business day of the month following on the month to which this return
relates (line item 11 less item 12} 13
Average daily reserve balance held up to fourteenth business day of the month
following on the month to which this retum relates ... ... weesessesssssssssssssasassssssassasasnss 14
Liquid assets required to be held as from fifteenth business day of the month fdlomng
on the month fo which this return relates at 5 per cent of line item 5, column 1 ............ 15
of which:

reserve balance) 5 17 acquired under
Gold coin and bullion 18 mg;:fgms
Clearing account balances held with the S A Reserve Bank 19

Treasury bills of the Republic s 20

Securities issued by virtue of section 66 of the Public Finance Management Act, 1999,

to fund the Central Government 21

Securities of the S A Reserve Bank e 22

Short-term bills issued by the Land Bank : 23

Mem ms: . 4

Adjustment in respect of cash-management schemes — regulation 18 24
Adjustment in respect of set-off — regulation 12 25
Average daily amount of all liquid assets acquired under resale agreements ............. 26
27
28

Average daily amount of all liquid assets sold under repurchase agreements.............
Total average vault cash

niH

Less: *Vault cash utilised as per line item 12 {may not exceed line item 11) ............ 29
Excess vault cash utilised as perline item 17 (line item 28 less line Item 29).............. 30
Hash totaf .. 3

Notes 1. Ralates ta branr.hes of foreign banks condwctlng the business of a bank in the Republic. )
2. Not to include any amount in respect of a repurchase transaction concluded in respect of an instrument obtained in terms of a resale agreement
already deducted in ling item 4.
Not to include any amount aiready deducted elsewhere on form DI 310,
Relates fo the percentage determined in terms of section 10A(2) of the South African Reserve Bank Act, No. 90 of 1989,
Relates to the percentages published under Government Notice No. R 849, in Govemment Gazette No. 22651 on 5 September 2001,
Report under column 2 the portion of amounts included in column 1 that is in respect of instruments acquired in terms of a resale agreement.

S mp @



 CAPITAL ADEQUACY
(Confidential and not avallable for inspection by the public) Monthly
MName of bank
‘Month ended
(All
l .“ ) 11:'-
DVIRIONL L v cmnmﬁ%@eme Wu&mnw Line | 0% 5% 0% | 20% | 50% | 100% | 150% | Impair- | Total
BANKING ACTIVITIES no. - —ments
1 2 3 4 5 ) 17 8 9
Average daily amount of assets per balance sheet (form DI 100 - e 85).......ccourewescvsucerss 1 -
Average daily amount of off-balance-sheet activities (form DI 110 - item 12)u....ccceciniinsnsasns 2
Average amount of counterparty-risk exposure (form DI 402 — item 158, column 8".... 3
Average amount of large exposures (form DI 510 ~ item 5, COMA 13) wvvvurrvrerscersssinsn | 4
Subtotal (total of items 1 to 4) 5

Reductions® i.r.o. Iransacﬁmsgnmworsewad
'Reductions against fine items 1 and 2°
Reductions against line item 3°....
Reductions against fine item 4°

Reductions? as a result of transactions in credit-derivative lnsttunems’ ki A

Realowﬂonzdmmlsmnhadorsmad

Total after reallocations and wﬁtj&nsresﬂtemssmsplmuemw —line item 11
oomneshalbeequaltoﬁneuems mn )

Risk weightings

Risk-welghted creditrisk exposure (line item 11 multiplied by risk weighting in ine item 12)..
Capital ratio — — (prescribed percentage = 10%) :
Gapitalreqtﬁmeﬂmrespectofemmmm
Capihlraqulramentnraapectofoﬂ\ernsks 7
REQUIRED ALLOCATED QUALIFYING PRIMARY AND SECONDARY CAPITAL AND

?ES&?VE FUNDS RELATING TO BANKING ACTIVITIES (line 13 column 9 multiplied by
ne

.

Note: 1. Three-month moving average..
2. Report as absolute amounts.

: mmmwmmmdmmMMngmmauymmmm

12 % 5% 10% 20% 50% “100% 150% Impair-
13

14 |

15

16

17

6% 8802 ON

2002 HIAWIAON 22 ‘LNVHIONSIVVLS
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- Net qualifying primary share capital and reserve funds (item 30 less ltem 31)

I Net qualifying secondary capital and reserve funds (item 43 less item 44)

DIVISION Il. CALCULATION OF ALLOCATED QUALIFYING AND NON-QUALIFYING PRIMN!Y AND
SECONDARY CAPITAL AND RESERVE FUNDS RELATING TO BANKING ACTIVITIES AT

Line

Total

Issued primary share capital (total of items 20 to 22)
- OTGW Sh&l'@ﬁ- Lo
- Non-redeemable narr-mmiiaﬂve preference shares....
- Preferred securities....... -
Primary unimpaired reserve funds‘® (total of items 24 to 27)
- Share premium :
- Accumulated profits
- Surplus on realisation of capital assets (to the extent not already included above)
- Omergmlorspedalresms(btaloﬁtemszsand29}
(Specify)

Total issued primary share capital and unimpalred reserve funds (total of items 19 and T
Less: Im rrng;rts i.t.o. regulation 21 (9) of the Regulations (amciml included in form DI 100, line item 38,

% m ql.ulifying primary share capﬂal and rasemfmds relating to trading antiwties (refer to line

* mc%‘ed qualif)ing primary share capital and re_sarve ful_mds relating lo banking activities (item 18 less

Issued secondary capital (total of items 36 to 38)
- Cumulative preference shares

- Fi omtoforﬁrawshmaprafemnoeslmlssuedhpumofhecapﬂahsaﬁm of reserves
lﬂ‘s"g:r;;frcumarwal|.rationt:f

- Prescribed categories of debt instruments issued i.L.o. regulation 21(7)
Secondary unimpaired reserve funds® (total of items 40 to 42)
- Fifty per cent of a revaluation surplus i.t.o regulation 11(1), read with regulation 29(7AND) .....creeeeeeeeeerrrinnns

- General provisions after deferred tax (may not exceed 1,25 per cent of tem 13, column 9 aDOVE)..ovecrer.

- Premiums obtained, as prescribed in paragraph (d) of the definition of secondary unimpaired reserve funds
Total issued secondary capital and unimpaired reserve funds (total of items 35 and 39)

Less: nng;'tlslto regulation 21(9) of the Regulations (amount included in form DI 100, line item 38,
ooumn

* gv!ocalnld qualifying secondary capital and reserve funds relating to trading activities (refer to line 56,
ision V)

& md quaﬁlying secondary capital and reserve funds relating to banking activities (may not exceed
above

Total allocated uall%hg mary and secon capital and reserve funds relating to banking activities
{total of items 33qand ol M g 5.

Non-qualifying capital and reserve funds (not to be included in tertiary capital)

18
19

NEBRRBRNNS

28
29

31

88LY

S28588Y

43

&

47

DIVISION w1 GALCULA‘I'ION OF EXC ENI;B)NEN ALLOCATED QUALIFYING PRIMARY AND
SECO DS RELATING TO BANKING ACTIVITIES

Total allocated qua s:rknaryandseoondaty tal and reserve funds relating to banking activities at month-
and{lwm470f I!!yin%l - » i

Minimum amount of allocated qual and secondal and reserve funds to banki
Minin o e qualifying primary ry capital relating ng

Reqdredalbmwd prfma
calculated in last preceding qualfying 17 column 9

Excess{deficiency) during the monm (item 50 less item 51)

O’pltal and resm funds relating to benklng activities

51

(a)Mmiwweawmmmmmmmmmwm reserve by formal board resolution,




STAATSKOERANT, 22 NOVEMBER 2002

No. 24088 51

DN!SION N CﬂLCULATION OF ALLOCATED QUALIFYING PRIMARY AND SECONIJARY ‘CAPITAL AND -

RESERVE FUNDS AND TERTIARY CAPITAL RELATING TO TRADING M‘I‘Wﬂ'll' AT : l;:': 1
Allo acg and and ¢ bgp:ﬁmd_"rs?sawe funds and tertiary capital relating to e -
' Divislon ; &nai i Impusnsara_ly dagg)mmdw capital and reserve funds relaing fo trading activities as per i
' Primary share capital and reserve funds (line 32, Division H) 55
Secondary capital and reserve funds (fine 45, Division If) 56
- Tertiary capital (total of items 58 to 60) © 57
Subordinated debt (line 34 form DI 100) 58
Other (iine 35 of form DI 100). 59
. Unappropriated net profits: trading activities (line 36 of form DI 100 - if profit) - 60
! Less: gpamnemsi to. regulation 21(8) of the Reguiations (amount included in form DI 100, line item 38, o1
" Net qualifying tertiary capital (item 57 less item 61) 62
: 'Md Exoess(shmﬁll)dmametWMembookvaiueofhvesﬂuemshsemﬂnesandﬂnaﬂallnsmm ;
relating to the trading activities not aiready included in item 60 above 83
mgdo{nnigxaegmmoverhookvaweofohaasselsreiatngtomemmaoﬁ\dﬁesnotakeady i i
Revaluation reserve relating to aforementioned assets, not already included above . 85
Long-term subordinated loans, provided substantiated in law, relaﬁngbﬂwtradlngacﬁ\ﬁﬁes 66
: Subtotal of items 63 to 66, 67
.. Less: Intangible assets relating to the trading activities 68
. Any assets relating to trading activities that are not convertible into cash within a 3-month period............... 69
Investments in unlisted shares relating to the trading activities . 70
Guarantees given relating to the trading activities e s
Risk-margin requirements of any formal or OTC market 7'2_
erent-yearnetlossesrelaﬂngtomeuadingacﬁvmes(rne%offonnDﬂ100 ifloss}).... 73
Tax provisions ; 74
' Subtotal of items 68 t0 74...... 75
Total - Secondary and tertiary capital (line 56 and 62) 76
Quialifying secondary andtemarycapﬂal (line 76 imiled tu 250% of line 55 where appropnate) i
> Non-qualifying issued mary capital 78
" DIVISION V. REQUIRED ALLOCATED QUALIFYING PRIMARY AND SECONDARY CAPITAL AND
RESERVE FUNDS AND TERTIARY CAPITAL RELATING TO TRADING ACTIVITIES
Requ‘red capital and reserve funds (fotal of line items 80 to 83) R
Base requirement 80
Poﬁﬂon-riskremmenl(ﬁormDiQO —item 114 column 1), 81
Counterparty/Settiement-risk requirement (form DI 402 — item 110 column 8) 82
Large-exposure requirement (form DI 510 — itern 12 column 5) 83
DIVISION VI. CALCULATION OF EXCESS(DEFICI IN ALLOCATED QUALIFYING PRHARY AND
SECONDARY CAPITAL AND RESERVE FUNDS AND TERTIARY CAPITAL RELATING TO
'actwlhes e gn% rln;a ?\?)d secondary capital and reserve funds and tertiary wplhei relating to trading o4
Minimum allocated quaﬁﬁdng primary and secondary capital and reserve funds and tertiary capital relating to i
. trading activities during the month 85
e o e i o |
Excess (deficiency) during the month (item 85 less item 86) 87
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DIVISION VIi. CAPITAL ADEQUACY: RISK-ASSET RATIO Line | Total
_ho.

Banking activities: Amount reported in line item 47 of Division II, divided by the amount reported in column 9 of

line item 13 in Division |, expressed as a percentage to two decimal places 88

Trading activities: Amount reported in line item 53 of Division IV, divided by (the amount reported in column 1 of

line item 79 in Division V, multipiied by 10‘}. expressed as a percentage to two decimal PIECES ..........crerrierresrssness 89

Total: (Amount reported in fine item 47 of Division Il plus amount reported in fine item 53 of Division V), divided

by [the amount reported in column © of line item 13 in Division | plus (the amount reported in column 1 of line item

79 in Division V, multiplied by 10")}, expressed as a percentage to two decimal places %0

Hash total

91

1. Orsuch imputed capital as may be applicable to the reporting bank. Please fumish details on a separate schedule,




STAATSKOERANT, 22 NOVEMBER 2002 No. 24088 53

COUNTERPARTY RISK - g C[oa2 | | ] | | i'l

(Confidential and not available for inspection by the public) - Monthly
Name of bank : SME e e :
Month ended Country
ff 1o the nearest R'I000)
Trading activities' _ Price Risk | Capital
) difference | weighting | requirement
3 . 4 5
UNSETTLED SECURITIES AND PHYSICAL
COMMODITIES
Cash held against documented transactions:
- 0-3 days after settiement date.........cocecoeninenne 0%
- 4-6 days after settiement date.........cvvuveneaces 50% -
- Over 6 days after settlement date .... 100%
Settlement on balance of transactions:
Through the central clearing-house systern with :
approved guarantees: ' .
Debit items outstanding for more than € days 7/ ////
since settlement date 4 100%
- Undelivered securities within 6 days of _ / ///
BOMIOMONE .ivicvuiusususmissinsssisssoviarumsms mssessnsirsss 5 ///f . 100%
Free deliveries
Free delivery amount in respect of: ' :
- Non-payment against securities delivered...... | 6 ' ///,//% W 100%
- Non-receipt of securities against payment due 7 Z Z ’// / % 100%
Free delivery amount, multiplied by the following '
percentage:
Guaranteed fransactions: _
- 0-6 days since delivery/payment............ | 8 0%
- After 6 days 9 100%
Other counterparties:
- 03 days since delivery/payments ........c..cuuue 10 : 7 0%
- After 3 days . 1" | 100%
OPTIONS PURCHASED FOR COUNTERPARTIES Market value less Option Risk Capital
purchase price premium | weighting | requirement
1 2 3 4
Non-payment of purchase price after 3 days ............ 12 100%
Option premium paid to writer of the option ............... 13 100%
EXCHANGE-TRADED, MARGINED TRANSACTIONS Margin shortfall Risk Capital
! ) weighting | requirement
: 1 : 2 3
0-3 days since margin shorifall 14 : 0%
4 days and more since margin shortfall .......ccc.iveeenes | 15 ' . 100%
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REPURCHASE OR RESALE AGREEMENTS .| Line | Market value less National Risk Capital
) . no. 105% of related value less | weighting | requirement
.| funds or collateral 110% of
related funds
. or collateral
: ' 1 2 3 4
 Qualifying debt instruments 16 T 100%
Other securities notional value ... - | 7 B 100%
LOANS TO COUNTERPARTIES ' Amount not secured Risk Canital
: - . | weighting | requirement
1 2 3
Amount by which the loan exceeds the valus of
security...... > 18 100%
SUBUNDERWRITING AGREEMENTS - : i Amount due Risk Capital
. weighting | requirement
1 2 3
Management or other fees owed and wtstandmg for. i
more than 30 days 19 100%
OTHER RECEIVABLES AND ACCRUED INCOME _ Amount due Risk Capital
weighting | requirement
1 2 3
Other receivables and accrued income not covered :
elsewhere _ 20 : ' 100%

Notes: ) _
1. Refer to regulation 21 of the CAR Regula_ﬂons.



Trading activities'

Line | Nominal ;ﬂ:&tacgarpke::t Netting Addon| Future | Counterparty. | Risk Capital
CorwAtRe Shars, PurctaoEToR s | 70 | el | | T Sl v e W -
DERIVATIVE CONTRACTS . 1 5 2 4 5 6 7 8
INTEREST-RATE SWAPS IN A SINGLE CURRENCY
Central gowmmentls AReserve Bank 21 0% 0%
Non-central government public-sector bodies.......ccovcinisnens 22 0% 10%
Other banks 23 0% 20%
Other 24 0% 100%
Transactions to be settled through formalised exchange......... 25 0% 10%
Intragroup conftracts with group banks 26 0% 0%
27 0.5% 0%
28 - 0.5% 10%
Banks in RSA and OECD countries. 29 0.5% 20%
Other 30 0.5% 100%
Transactions to be settled through formalised exchange......... 31 0.5% 10%
Intragroup contracts with group banks 32 0.5% 0%
CROGSCURRENCY SWAPS '
Central govemmentfs A Reserve Bank 33 1% 0%
Non-central govemment public-sector bodies........couoevevervensase 34 1% 10%
Other banks T35 1% 20%
Other. 36 1% 100%
Transactions to be settled through formalised exchange......... 37 1% 10%
Intragroup contracts with group banks . 38 1% 0%
Central govemmanﬂs A Reserve Bank 39 5% 0%
Non-central govemment public-sector bodies............uieeennens 40 5% 10%
Banks in RSA and OECD countries 41 5% 20%
Other , 42 5% 100%
Transactions to be seftled through formalised exchange......... | 43 5% 10%
__Intragroup confracts with group banks Srds 4 5% 0%

2002 HEEWEAON. 22 'LNVHIOMNSLYVLS
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Trading activities' Line Mominal Replacement Netting Add on Future Counterparty- Risk Capitai
FORWARDS, SWAPS, PURCHASED OPTIONS AND SIMILAR | no. principal cost: mark to arrangements exposure | exposure total | weighting [ requirement
DERIVATIVE CONTRACTS, OTHER THAN CREDIT amount market (Col1X4) | &Col23)+5) (Col 6XT7)
DERIVATIVE CONTRACTS 4 - a 4 5 N " g
FORWARD RATE AGREEMENTS, OVER-THE-COUNTER
FUTURES OPTiONs ETt: BASED ON IN‘I'EREST RATES
Central goven‘mentfs A Reserwa Bank 45 0% 0%
Non-central government public—sector bodies... R Y ¢ 0% 10%
Other banks ' 47 0% 20%
Other 48 0% 100%
. Transactions to be seftled through fom'lalised exchange 49 0% 10%
Intragroup contracts with group banks 50 0% 0%
Ceniral govemmmtfs A Reserve Bank 51 0.5% 0%
Non-ceniral government public-sector bodies............vvvrureerinen 52 0.5% 10%
Banks in RSA and OECD countries 53 0.5% 20%
Other 54 0.5% 100%
Transactions o be settied through formalised exd'nenge 55 0.5% 10%
Intragroup contracts with group banks 56 0.5% 0%
FUTURE RATE AGREEMENTS, OVER-THE-COUNTER
FUTURES, OPTIONS, BASED ON CURRENCY-EXCHANGE
RATES GDMMODITY PR!CES OR EQUITY PR]CES'
Cenlral govemmentfs A Reserve Bank 57 0% 0%
Non-central government public-sector bodies......ccccouvovveene. | 58 0% 0%
Other banks 59 0% 0%
Other ; 60 0% 0%
Transactions to be settled through formaiised exchange......... 61 0% 0%
Intragmup contracts with group banks 62 0% 0%
Central govemmemls A Resanre Bank 83 1% 0%
Non-central government public-sector bodies.............cooueeue.nnn 64 1% 10%
Other banks. 65 1% 20%
OO s scivsasimommsnssnsnuir st s A 66 1% 100%
Transactions to be settled through formalised exchange......... | .67 1% 10%
Intragroup confracts with group banks... 68 1% 0%

880r¢ ON 9&
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Trading activities' ’ ' Line Nominal | Replacement Netting Addon| Future Counterparty- | Risk Ca

FORWARDS, SWAPS, PURCHASED OPTIONS AND SIMILAR | N© principal | cost: markto| arrangements exposure | exposure tofal | weighting | requirement
DERIVATIVE CONTRACTS, OTHER THAN CREDIT- : amount market ; {Col1X4) | UCol 2-3) +5) (Col 6X7)
DERIVATIVE CONTRACTS : P - " 4 5 g . i =

FUTURE RATE AGREEMENTS, OVER-THE-COUNTER
FUTURES, OPTIONS, BASED ON CURRENCY-EXCHANGE
RATEs, COMMODITY PRICES OR EQUITY PRICES:

Central govemmmtfs A Reserve Bank

69 5% . 0%
Non-central aovernment public-sector bodies..........c.icevrecennnee | 70 _ 5% 10%
Banks in RSA and OECD countries 71 5% 20%
Other ; 72 5% 100%
Transactions to be settled throuah formalised exchance......... | 73 5% 10%
Intraaronn mntrar-;ts with arnun hanks 74

i
=
=

FORWARD-EXCHANGE OONTRA(:TS

Central gwammentls A Reserve Bank ; | 75

2002 HIGWIAON 22 ‘LNVHIOMSIVVYLS

0% 0%
Non-central govermment public-sector bodies...............ccwuiuis T 76 0% 0%
OHNEr BRIKS...rcsecvssrsesssssesnesssess ; . 77 0% 0%
Other _ _ N 78 0% 0%
Transactions to be settied through formalised exchange........ | 79 0% 0%
ln&agroup contracts with group banks....... o 1 80 0% 0%
Central gcmementfs A Reseme Bank 81 1% 0%
Non-central govarnment public-sector bodles S PR 82 1% 10%
Other banks, 83 N 1% _ . 20% |
Other - 84 1% | - ' B 100%
Transactions to be settled through formalised exchange........ | 85 1% 1 10%
intmgrmlp contracts with group banks 86 1% ' ] 0%
Central gwarrmentls A Reserve Bank 87 5% 0%
Non-central government public-sector bodies........ov..vvummeen. 88 5% _10% i -
Banks in RSA and OECD countries 89 5% . 20%
" Other S ” : 90 5% ; ; 100%
*  Transactions tc be settied through formalised exchange......... o1 5% ' 10%
Intragroup contracts with group banks 92 - 5% : 0%

48 880¥¢ 'ON




Trading activities’
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Line Nominal Replacement Netting ) Addon Future Counterparty- Risk Capital .
FORWARDS, SWAPS, PURCHASED OPTIONS AND SIMILAR | No- principal | cost: markto| arrangements exposure | exposure total | weighting reg:limmem
DERIVATIVE CONTRACTS, OTHER THAN CREDIT- amount market (Col1X4)_| {(Col2-3) +5) (Col6X7)
DERIVATIVE CONTRACTS 4 P 3 5 8 i 8
TOTAL: Counterparty exposure relating to swaps, forward Z
contracts, over-the-counter options, contracts for
differences and off-exchange futures, excl
credit-derivative contracts (totai of items 21 to 92).. 93
Trading activities' Line | Nominal |Replacement Netting Addon| Future | Counterparty- | Risk Capital
: no. principal cost: mark to arrangements exposure | exposure total | weighting | requirement
CREDIT-DERIVATIVE CONTRACTS “amount market (Col1X4) | ((Col2-3)+5} (Col6XT)
1 2 3 4 5 6 7 8
CREDIT DEFAULT SWAPS AND TOTAL RETURN SWAP ‘
CON'I'RAQTB ¢
Central government/S A Reserve Bank 94 6% 0%
Non-central govemment public-5ctor bodies.............omwi | 95 6% 10%
Other banks. : 96 6% 20%
Other 97 6% 100%
Transactions to be settled through formalised exchange......... 98 _6% 10%
Intragwp contracts with group banks 89 6% 0%
Central governrnenvs A Reserve Bank... ity | 100 8% 0%
Non-central government public-sector bodies -1 101 8% 10%
Banks in RSA and OECJ_.'.': countries 102 8% 20%
Other 103 8% 100%
Transactions to be settled through formalised exchange......... | 104 8% 10%
Intragroup contracts with group banks 105 8% 0%
TOTAL: Counterparty exposure relating to credit-default )
swaps and total return swap contracts (total of 1
items 94 to 105) 06
TOTAL: Counterparty exposure from transactions in
derivative instruments relating to trading activities
(totat of items 93 and 106) 107
Capital ratio (prescrlbad percentage = 10%) ... 108

COUNTERPARTY-RISK REQUIREMENT (item 107 mu[‘hpied
by item 108)........

TOTAL COUNTERPARTY-RISK REQUIREMENT RELATING

109

110

TO TRADING ACTIVITIES (total of items 1 to 20 and 109).........

880 'ON 8%



: : Line | Nom Re| ment | . Netti Future | Co Risk Capital
Memorandum items . . lo place g pl:;ml re h

. i ncipal cost: markto | arrangements exposure : nt
" pri market (Col1 XM | {{Col2-3) 45} | (Col6X7)
s 2 3 5
Counterparty exposure included in item 107 above, wh 7
person, as defined in regulation 63, exceeds /
gv co ﬂ alifying cap rve funds allocated
es...

/

\\\\\

SR ———| — /
e s |

T / i /% |

to regulation 21 of the CAR Regulations. . ,




Banking activities

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

Line | Nominal | Replacement Netting Add on Future Cou Risk Capital
no. principal | cost-mark to | arrangements exposure exposure total | weighting | requirement
INTEREST RATE AND FOREIGN-CURRENCY CONTRACTS amount market (Col1X4) | {(Col2-3)4+5} (Col 6X 7)
1 2 3 4 5 [} 7 8

INTEREST-RATE CONTRACTS
Central government / SA Reserve Bank 115 0% 0%
Non-central government public-sector bodies..........ccccouccoseeees | 116 0% 10%
Other banks..... 117 0% 20%
Public 118 0% 100%
Transactions to be settled through formalised exchange ........ | 119 0% 10%
Intragroup contracts with group banks 120 0% 0%
Centfral government / SA Reserve Bank 121 0.5% 0%
Non-central government public-sector bodies ........c..evvecrereas 122 0.5% 10%
Banks in RSA and OECD countries 123 0,5% 20%
Public and other s 124 - 0.5% 100%
Transactions to be settled through formalised exchange ......... | 125 0,5% 10%
Intragroup contracts with group banks 126 0,5% 0%
EOREIGN-EXCHANGE CONTRACTS

entral govemment / SA Reserve Bank 127 1% 0%
Non-central government public-sector bodies ..., | 128 1% 10%
Other banks 128 1% 20%
Public. 130 1% 100%
Transactions to be settled through formalised exchange ......... | 131 1% 10%
Intragroup contracts with group banks ' 132 1% 0%
Central government / SA Reserve Bank ....... 133 5% 0%
Non-central government public-sector bodies 134 5% 10%
Banks in RSA and OECD countries. 135 5% 20%
Public and other 136 5% 100%
Transactions {o be setiled through formalised exchange ......... 137 5% 10%
Intragroup contracts with group banks ...........c..cceeescecsesianne. | 138 5% 0%

880¥C 'ON 09
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Bénking activities Line Nominal Replacement Netting Add on Future Counterparty- Risk Capital
no. principal cost - mark to | arrangements exposure exposure total | weighting | requirement
CREDIT-DERIVATIVE CONTRACTS R onres _ (Col1X4) | {(Col2:3)+5} Ltk ]
1 2 3 4 -] 6 1 8

CREDIT DEFAULT SWAPS AND TOTAL RETURN SWAP
CONTRACTS

Central govammenus A Reserve Bank.cominsinanes | 130 6% - 0%

Non-central government public-sector bodies..........ccocrvennee 140 6% 10%

Other banks 141 6% 20%

Other 142 6% 100%

Transactions to be settled through formalised exchange...... | 143 6% 10%

Intragroup contracts with group banks. 144 6% 0%

Cenfral govenmenthAResm Bank... IR R L 8% 0%

Non-central government public-sector bodies.........c.c.ce.;. | 146 8% 10%

Banks in RSA and OECD countries 147 8% 20%

. Other.., 148 8% 100%

Transactions to be settled through formalised exchange...... 149 8% 10%

Intragroup contracts with group banks... 150 8% 0%
Centfal government / SA Reserve Bank ......couurensssrssessasncne. | 151 5% 0%
Non-central government public-88ctor DOGIES ... | 152 5% 10%
Other banks 153 5% 20%
Public 154 5% 100%
Transactions to be settled through formalised exchange ......... | 155 5% 10%
Intragroup contracts with goup. banks 156 5% 0%
Other (spacify). 157
TOTAL COUNTERPARTY EXPOSURE RELATING TO _ W
BANKING ACTIVITIES (fotal of items 115 t0 157)............cecee. 158
Memorandum items: ' 2
mﬂrgué_né cgg:gparty exposure relating to banking activities it
Hash total 160

19 880¥Z ON
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' FOREIGN OPERATIONS OF SOUTH AFRICAN BANKS DI 403 i i ]
(Confidential and not avaifable for inspection by the public) Quarterly
Name of bank - : oies - HOSECOUMMTY wivuccii snicssicusicnssiacinssisiiissanmasaivisoss
Quarter ended : : (yyyy-mm-dd)

We, the undersigned, hereby certify that all information submitted in and with this form is correct.

Signed at ; :,t_hls i day of

(yyyy-mm).

Foreign Chief Accounting Officer* e i Foreign Chief Executive Officer*

*Piease note: If the Foreign Chief Executive Officer or the Foreign Chief Accounting Officer is not available to sign form
DI 403, the officer performing the relevant function shall sign the said form in an acting capacity and not on
behalf of the absent officer, and the normal office of the officer so acting shall be clearly indicated.
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Total

uirement: banklng actlvitles (ilasrn
fem 14)

u..mmmm&m&umm}m_ﬁm 19) : :
5 v " | Line |_0-31days 31-60 days 61-90days | 90-181days
no. 1 T 3 4
On-balance-sheet contractual mismatch.... 1
- Theoretical mismatch.... 2 B
Sightto7 | 1months' | 2months’ | 3months’ 4106
time time time maonths' time |
; 1 2 -3 4 5
Anticipated cash-flow requirement from i
money-market sources per ALCO model... 3
Readily realisable assets held... 4
Funding received from 10 largest dgge__itors 5
1.2__CAPITAL ADEQUACY (Refer also ;g form DI 400 and regulation 21)
Line Risk-welghting categories
no. 1 o% | 8% | 10% | 20% | 50% | 100% | 150% [Impair-| Total
ments
BANKING ACTIVITIES 1 2 | 3 4 5 6§ 7 8 9
Average on-balance-sheet items. (form : i
Dl 100 item 85). 6"
_ Average off-balance-sheet items (form
DI 110 item 12), 7 . i
vera% counterparty risk (form DI 402 % %: _
Average large exposures (item 103).... 9 %
Total audnﬁsk(mlofimmsews) 10 '
_ Credit-risk ax?osure (total mu!tiplied by " | |
Capltal requirement | Line | _Home countrv | Hostcountrv
no. 1 ] - , 3
Capital ratio (%) 12 10% % %
Capital requirement; credit risk.... 13 ! ]
Capital requirement: other r[ska /1// //////////

13 plus :
Sl T
Primary (Tier 1)
Secondary (Tier 2) ........
Total (of items 16 and 17)
Fecesyalaney g eect of banking st
TRADING ACTIVITIES Line | Home country Host country Higher of hest/home
Capital requirement no. 1 2 3
Base requirement.... 20 )
Position-risk requirement 21
Counterparty-risk requirement 22
Large-exposure requirement 23
Total capital requirement: trading activities (total of
items 20 to 23) 24 :
b A
trading activities .
Primary 25
Secondary and tertiary .26
Other qualifying items (refer to form DI 400) 27
Total (of items 25 to 27) '-23
-Etxemce?s!mﬁ&nc%m respect of trading activities 8
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1.3 COUNTERPARTY RISK (Refer also to form DI 402 and regulation 23)

Line Total
; no. 1
Total counterparty-risk requirement relating to trading activities (form DI 402, item 110)............. 30
Tatal counterparty-risk exposure relating to banking activities (form DI 402, item 158)............... 31
1.4 INTEREST-RATE RISK (Refer also to form DI 410 and regulation 25) :
% Line | 1 months' | 2months’ | 3 months’ 4106
no. | __ fime time _fime :
5 1 2 3 4
Cumulative impact on net interest income of a shift in the
yield curve: _
Impact after derivatives:
- 2% up (interest-rate increase) 32
- 2% down (interest-rate decrease)...........cccoeveviecans 33
1.5 MARKET RISK (POSITION RISK) (Refer also to form DI 420 and regulation 26).
Line Fixed interest- Aggregate | Equities | Commo- | Other | Total
no. bearing securities net dities
foreign-
Money | Capital | currency
|_rarket | market | position
1 2 3 4 ... § 6 7
Trading activities:
Net effective position after transactions
in derivatives
Capital requirement:
Simplified method .......cc0eeveee 35 W
‘Building-block method........... .| 36
Intemal models — VaR........c.ocniiinenes | 37
Banking activities:
Net effective position after transactions
in derivatives ....... 38
Anticipated market-price movement....... | 39 1% 1% 5% 5% 5%
Market sensitivity. 40 '

1.6 DERIVATIVE INSTRUMENTS (Refer also to form DI 430 and reguiation 27)

Derivative instruments other than credit-{ Line | Fair value of o
derivative instruments no. Interest-rate
Money Capital
; 1 2 3 4 5 _6 7
Exchange-traded contracts - total........... | 41 '
Futures - long positions.......uvwrnvenne. | 42
Futures - short positions........c..cccevriunenee | 43
Purchased options 44
Written options 45
OTC contracts - total ............ccreerresrerrers | 46
Forwards 47
Swaps 48
Purchased options 49
Written options il 50
Total contracts held for trading............. | 51
Gross positive fair value' ..........ccoevcveeen. | 52
Gross negative fair value' ..........cccccomerer. | 53
Total contracts held for banking ............ | 54
Gross positive fair valte'.......ccccvves | 55
Gross negative fair value' 56

1. Report absolute amounts,
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1.6 DERIVATIVE INSTRUMENTS (Refer also to form DI 430 and regulation 27)

Credit-derivative instruments Line | Notional amount: outstanding | Fair value ofouts‘landin? contracts at
. no. balance at the end of the the end of the reporting month
reporting month
Tradina Bankina Trading |  Banking |
. 1 2 3 .4
1. Protection buyer _
Credit-default SWaps .......cmwrwsens | 57
Total return SWaps .....coenmrrearsssscanans 58
Credit-linked notes.......ccoecnmrmsissnsaias 59
Total (line items 57 10 59) ..cc.ccvvecansnens 60
2. Protection seller
Credit-default SWaps ......c.curvererasisnanns 61
Total retum SWaps ... | 62
Credit-inked notes.........coueeneessisns 63
Total (line items 61 to 63) 64
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1.7 CREDIT RISK (Refer also to forms DI 500 and 510 and regulations 28 to 30)

On-balance sheet and off-balance-sheet items

Special Sub-
__mention |

. ~00ubﬂ"ui

Total

- Gross amount ciassiﬁed"’ at beginning of
quarter

- - Less: -Reclassified during quarter

Written off during the quarter .................
Payments received and other credits......
Classified/ reclassified during quarter-.....

Recovered during quarter ...

Finance chargesfincome eamed and

other debits.

- Gross amount classified at end of qusmg}

before sewnty and before provisions
- Market value of security held...

- Netamou?aw‘assiﬁad atend of quader, before

provisions'

....................

~ Provisions
- Minimum provision (%) (S = specific; G =
general

ane

- s interest still accrued? (ves = 1/no = 2)...........

65

3838228

71

PR

74
75

i3

Refer to form S:2 S:20

S:50

S:100

o

~1.7.2 Provigions.

On-balance-sheet
jtems

Off-balance-sheet
items

Total

Specific provisions:
- Opening balance.
- Amounts written off
- Recoveries
- Provisions raised
- Other adjustments (please specify)........
- Closing balance
General debt provision (gross)............

Dateoﬂastreview::y

Date

1

External auditors
Audit committee

yyyy-mm-dd

yyyy-mm-dd

Sactor

Line

Gross credit

Net credit exposure’

Specific Erovisions
2

3

- Mining

1.

Agriculture, forestry and fishing.............ceeeevverers

Manufacturing
Construction
Electricity, gas and water
Trade and accommadation...............cccvervennennne.
Transport and communication..............c.ccviunn.n..
Finance and Insurance
Real estate and business services.....................
Community, social and personal services .........
Other

..........

LLEL88L88S

87

97

Before security
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Line |  Gross credit  Specific Net credit exposure’
o, asnosus | at_nsdsﬁg-:alﬂd- _
- 1 2 3
South Africa N — .| o8 N
Other ATICaN COUNIIES ...cc.rcoumneerersieimrisese | 99
Europe... ; : 100
Asia .. 101
. Russian Federationfformer USSR.......c...ccou.ees 102
North America - . e | 103
‘South America _ 104
Oceania and other 105
Total (of items 98 10 105)....ccr--vcesessecsnrecscrns 106

1. Before security

1.7.5 Large exposures :
A. Banking boak: Particulars of all exposures entered into with a person that result in the branch or the joint venture
or the subsidiary being exposed to an amount exceeding ten per cent of the amount prescribed in regulation

29(3) ("qualifying capital and reserves”).

Name of person®” Amount of Column1 | Amount of | Amountby |  Risk Risk-
. Line |——sexXposure | as% of exponstg;e cdwhi:h41 weighting | weighted
e qua _gra umn excess
no. | Granted | Utilised | oo, ang | thatls | exceeds (column
reserves |lirrevocable| 25% of 5x6)
qualifying
capital an
1 2 3 4 -5 6 7
R'000 R'000 % R'000 R'000 % R'000
Private-sector non-banks - total: | 107 ' :
Specify _ | 1000%
Amouint by which aggregate
amount g? exposures included in

line 107, column 4 exceeds 800%
ofmcgualifylng capital and reserve
s

108 7 1000%

Bankéf regulated securities ;/;/
firms — M 1)

SPECITY evrcenrarraris i
Other — total 110

Specify ' '
Total (of items 107 to 110) ....errvennn | 111 7

1. !nckﬂaﬂnﬁgt’srammﬂofcnlungormnnd,perpm.matis,lfmeamouﬂrepouwdlnmnnﬂorsparﬁmrperaonemeedszs
per cent of the qualifying capital and reserve funds of the reporting institution and the facility is revocable, then the portion of the amount
reportedincolumnZMemessdzsperaamofquaafﬁnqcapuaIWmsewemmwouidbglnduded.

B. Trading book: Particulars of all exposures entered into with a person that result in the branch or the joint venture

or the subsidiary being exposed to an amount exceeding twenty five per cent of its qualifying capital and reserve
1’ut'lf.i__§I allocated for trading a ies (“qualifying capital and reserves”),

Column 1 as % of

Name of person Line | Amount Excess Risk Capital
no. of | qualifying capital - twe weighting requirement
exposure and reserves quali :
- : 1 2 _ 4 -
Non-banks —total: | 112 | - ; 200%°
(SPecify) .oveveimrecense _
Banks ~ total: ...... 113 - 200%°

114

Notes: 1. Exposure means the amount calculated in terms of regulation 22 of the CAR Regulations.
2 TheemessexpmshaﬂbecaiwlamIntermsofragmaﬁmza{ndmecmnemuons.
3. Refammgulaﬁqnza{ﬂ[d}ofmecﬁRRegms_. -
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1.8 CURRENCY RISK (Refer also to form D 600 and regulation 33)
——Net open foreign-currency position(s)
Currency Line | Aggregate effective net open foreign-currency position(s) (short positions in brackets)
no.
2 At quarter end Maximum during quarter
USA % of capital and USA % of
$000 ___reserves —$'000 | capital and reserves |
1 2 3 i 4

US dollar........cceervierereneeanns
Pound sterling.........c.eceuerenns

Euro

Other

1 118

" Total (of items 115 to 119)..

115

116

17

119

120

121
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MARKET RISK (POSITION RISK) [pia20 | [ [ | | ' i |

(Confidential and not available for inspection by the public) Monthly
Name of bank
Month ended
Trading activities ' Line . Sim thod'
0. | market value Risk , | Required
weighting | capital |
1 2 3
LOAN STQCK
Government or Government-guaranteed loan stock ; _
Less than 1 year to maturity 1 _ 2%
Less than 3 years to maturity _ 2 5%
More than 3 years to maturity . - 3 10%
Instruments issued or accepted by a bank o
Less than 90 days to maturity 4 : 2%
glaar%ketable securities (excluding floating-rate notes) issued by other
es
Less than 1 year to maturity.... ' 5 10%
Less than 3 years to maturity 6 20%
More than 3 years to maturity 7 30%
Floating-rate notes :
Less than 20 years to maturity...... 8 5%
20 years and more to maturity 9 10%
SECURITIES
Securities listed on a licensed local financial exchange ; :
Mining securities:  Long position 10 40%
Short position ; 1 40%
Other securities: Long position 12 30%
Short position 13 : 30%
ggglxsgf oi%'aBd:‘dkso;'i a foreign financial exchange {desigmtgd by the - 35%
Other securities ; 15 100%
COMMODITIES Realisable |  Risk , | Required
: | value | weighting | capital
Stock positions in physical commodities 16 . 30% :
) Margin Risk , | Required
Exchange-raded futures or options 17 200%
Market value' Risk , | Required |
! |_capital |
Unlisted forward contracts or written put or call options.........c..cee 18
Unlisted purchased put or call options 19 ;
Contracts for differences........ ' 20 20%
. ]
CREDIT-DERIVATIVE CONTRACTS Market value' Risk , | Required
: . capital
Credit-default swaps : 21
Total return swaps - 22
Credit-linked notes........... | 23
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Trading activities : Line Simplified method’
no.
Realisable Risk . | Requi
1 e R 3
OTHER INVESTMENTS i :
Units in a registered unit trust scheme _ ; ' 24 ' 20%
Kruger rand........ 25 E 10%
Interest in an unregistered futures or options fund .............c...cn... " 26 N  50%
Surrender . Risk . | Required
value | weighting | capital
With-profit life-insurance policies : St 27 _ 20%
: Asset value Risk | Required
: weighting | capital |
Any other investments 28 100% .

Notes: 1. Refer to regulation 14 of the CAR Regulations.
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Trading activities Line | Building-blockmethod |
; no. Net Risk Required
|_position | welahting
: 1 2 3
INTEREST RATE PRODUCTS'
Specific risk
Central Government/Central bank - RSA and OECD countries...... 30 0.00%
Qualifying items
Up to 6 months 31 0.26%
Over 6 months and up to 24 months 32 1.00%
Over 24 months i 1.60%
Banks in RSA and OECD countfries 34 2.00%
Other items . 35 10.00%
General risk

Matched weighted posltions in all maturity bands... 36 10%._

Matched weighted position in time zone one.. 37 40% _

Matched weighted position in time zone two 38 30%

Matched weighted position in time zone three 39 30%

Matched weighted position between time zones one and two and 40%

between time zones two and three 40

Matched weighted position belween time zone one and three....... 41 100%

Residual unmatched weighted positions 42 100%

General risk Durationbased |

Matched duration-weighted pasition for each time zone.. S 43 2%

L St o S o o o

gargled duration-weighted position between time zones one and A5 100%

Residual unmatched duration-weighted positions 48 100%

SECURITIES Gross Risk Required
Specific risk
' Mining shares
Liquid 47 5%
Normal 48 10%
Iiquid 49 20%
Other shares |
Liquid 50 5%
Normal ; ' 51 10%
Miquid 52 20%
General risk Net Risk Required
it ighti | -
Mining shares 53 20%.
Other shares 54 10% _
Share-index futures )

Industrial index 65 10%.

All share Index 56 13%

Gold index |57 20%
e M | weigating | omat
; cal

_ - ng p!
|_position
Specific risk 58
General risk
Realisable Risk Required
|_value |
COMMODITIES 60 30%

No. 24088 71
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Trading activities Line | Bujlding-blockmethod
no. Net Risk Required
| _position | weighting |
1 2 3
CREDIT-DERIVATIVE CONTRAGTS
Specific risk
Central Government/Central bank - RSA and QECD couniries..... 81 0.00% _
Qualifying items
Up to & months 62 0.25%
Over 6 months and up to 24 months 63 1.00%
Over 24 months 64 1.60%
Banks in RSA and OECD countries .........ocooeereerens 65 2.00%
G O B i S T R i veememan sonsrammee 66 10.00%
General risk Maturity based
Matched weighted positions in all maturity bands............cc.everen. 67 10%
Matched weighted position in time zone one........ccocieeininin 68 40%
Matched weighted position in time zone two 69 30%
Matched weighted position in time zone three............ R 70 30%
Matched weighted position between time zones one and two and 40%
between time zcnes two and thres............ 71
Matched weighted position between time zone one and three....... 72 100%
Residual unmatched weighted positions 73 100% _
General risk Qumlnn.haaefl— .
Matched duration-weighted position for each time zone... 74 2%
Matched duration-weighted positions betwaen time zones one and &
two and between time zones two and three 75 40%
i
%_ﬂwagg?ed duration-weighted position between time zones one and 76 100%
Residual unmatched duration-weighted positions..............o.vnnes 77 100%
Realisable Risk Required
OTHER INVESTMENTS
Regulated collective investment schemes 78 20%
Unregistered futures or options fund ... 79 50%
Surrender Risk Required
With-profit life POlCIES .....cucueieccceens et tcseses s sern 80 20%
. Asset Risk Requireg
Other 81 100%
JOTAL REQUIRED CAPITAL: BUILDING-BLOGK METHOD 82 G,
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Trading activities Line
no .
wee Markef Sum of specifi Capital
: 2 3
OPTIONS
Long cash and long put
Underlying security (please specify) 83
_ Short cash and long call _
Underlying security (please specify) 84
Long call
Underlying security/option (please specify).........creemverseases 85
Long put i o ! .
Underlying security/option (please specify)........cvuiaecensis .86
_TOTAL REQUIRED CAPITAL: SIMPLIFIED APPROACH...... 87 7777777777
Line
no -
M Risk weighting Capital
arkeg
1 2 3

OPTIONS
Delta risk

Options on debt securities or interest rates ..
Options on equities
Options on com_modrhes

Gamma risk

Options on debt securities or interest rates ...

- Options on equities

Options on commodities

Vega risk

Options on debt securities or interest rates .............. ;

Options on equities ..

Options on commodities...

TOTAL REQUIRED CAPITAL: DEL‘I"A—PLQS APPROABH
Refer 1o regulation 15(1) of the CAR Regulations.

Notes: 1)

2)  Referto regulations 16 and 17 of the CAR Regulations.
3)  Referto regulations 16 and 18 of the CAR Regulations.

2727

72277

7227

Trading activities Line Ir[thnal models
no.. Fixed interest- Foreign |Equities |Commodities | Other | Tofal
currency
Money | Capital
1 2. 3 5 7
Net effective position before
transactions in detivatives... 101
. Net effective position after
transactions in derivatives... 102
Value at risk (VaR) 103
Previous day’s VaR..........cccceeeeuee 104
Bembvees s oned By et | 408
Capital requirement’ ...........cece.. | 108
Notes 1: The banrk shall use the multiplication factor specified by the Registrar.

2: The capital requirement shall be the higher. amount of lines 104 or 105. .
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(All am R'000)

Trading activities Line

no. Fixed interest- Forei Equities | Commodities | Other | Total
bearing securities cwrer?::‘y i :

Money | Capital
|_market | market
1 2 3 4 g (] 7
Memorandum items:
VaR egtimates as a % of actual
results’ — (back-testing) ............... 107

Maximum net effective position
before transactions in derivatives
during the month......... T 108

Maximum net effective position
after transactions In derivatives
during the month........cccccnveiienens 109

Maximum VaR position during the
maonth %

110
Average VaR position during the
month 111
Minimum VaR pesition during the
month 112

ttem 110 as a percentage of
qualifying capital and reserve
funds allocated for tradi - 113
aclivities (DI 400, item 53)............

1. Average for the month.

Trading activities - T Line Total
. no. 14

Total capital reguirement.........coo.... 114

Simplified method (line item 29_} 116

Building-block methed (line item 82) ; 116

Options: :

Simplified approach (line item 87) 1
Delta-plus approach (line item 100 less line item 88) 118

Internal models (line item 106) 119

Banking activities
; no. |-bearnasecurities | currency | gquities | Commodities | Other | Total
Monev | Capital '
1 2 3 4 5 -] 1
Net effective position before
transactions in derivatives............ 120
Net effective position after
transactions in derivatives............ 121
Anticipated market-price '
movements” (%) .....ovmvureressniacann 122 1% 1% 5% 5% 5%
Market sensitivity .. 123
item 123 as a percentage of
qualifyi;}? capital and reserve funds
allocated for banking activities
(DI 400, tem 47) ....oovrvrerencrererns 124
Memorandum items:
g'?dmalised profit/(loss) at month- :
125 -

o R | ————— 126 V777 77777777777 Z

Notes: 1. Assume that all market prices move adversely at the same time and to the extent indicated. No set off of risk should be taken into
account,




DERIVATIVE INSTRUMENTS

(Confidential and not available for Inspection by the public)

Gl ]

2002 HIFWIAON 22 ‘LNVHIONSLVYVLS

Monthly .
Name of bank
Month ended - (yyyy-mm-dd) Country
Derivative instruments other | Line Tumwer!ormonth (noﬂond]caplhl amounts relatingtoundarlymg asset
than credit-derivative | no. -
instruments : : Interest-rate contracts Foreign exchange | Equityand indices | Commodities Other Total
‘Money market Capital market : ' !
1 2. g .- 4 5 -] - 8 9 ; 10 |- 11 112 13 14
1. Exchanga-ﬂ'aded : '
contracts :
Futures- 1
Bought P 2
Bold i 3
Call opﬁons 4
- Written ... iccanianae 5
PUrChESEd ....ooniverrerens 6
Put oplions........covessivonnans 7
Purchased ........... 9
Total notional amount ........ 10.
2. OTC contracis
FOrWardS....ooueensvevnrersreceres 11
Swaps . 12
Caps, collars, floors, etc. ... 13
Call OPHONS .ovvviveereeeresrenrers 14
Written...... 15
Purchased 16
Put options, 17
Written, 18
Purchased ........... . 19
Total notional amount......... 20

L 880vZ ON




g &

Derlvative instruments other | Line Total ired . month-end I

o credit-derivate | mo. _ unexpl contracls at (notional) capital amounts relating to underlying asset

instruments Interest-rate contracts Foreign exchange | Equity and indices Commodities | Other Total
Money market Capital market ;
1 2 _ 3 4 5 6 7 8 9 10 11 12 13

1. Exchange-traded
contracts }

Purchased .......c.ooeu.ees

2002 HAgWIAON 22 ‘I113IZVD LNFWNHINOD

Toftal notional amount ........ 30
2. OTC contracts ) ;
Forwards.........ccccoieireennarenns 3
Caps, collars, floors, etc 33
Call options.........cco.... 34
Written........ 35
Purchased 36
Put options 37
Purchased ........ccccue... 39
Total notional amount ........ 40
Memorandum items:
Line item 40 split between:
Notional underlying value of
derivatives with a gross
positive fair value .............. 41
Notional underlying value of
derivatives with a gross
negative fair value... 42

880%FC ON 94



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

Derivative instruments other | Line Fair value of andina con at month-end
g::gmm credit-derivative | no. Interest-rate coniracts Foreign exchange | Equity and indices Commodities Other Total
| Monevmarket | Cabital market
|_Trading | kin Tradin Bankina | Trading | Bankina | Tradina | Bankina | Tradina | Bankina | Tradina | Bankina | Tradina | Banking |
1 2 3 4 5 6 7 8 9 10 11 12 13 14
1. Exchanae-traded
FUIIFES c.cconvonicniieniiiiiiiinnns 43
Bought. 44
Sald ........ 45
Call OpHONS ....vvvvvvvvaivernncrens 46
Written.... 47
Purchased .. 48
Put options.... 49
Written........ 50
_Purchased .........cooovuen. 51
Total fair value amount ...... 52
2. OTC contracts
FOrWards....couererssnnanssnnns 53
SWAPS..ceevuvermireimisenssasssnins 54
Caps, collars, fioors, etc. ... 55
Call options... 56
Written...... 57
Purchased ... 58
Put options... 59
Written........ 60
Total fair value amount....... 62
_Memorandum items: |
Line item 62 solit between:
Gross positive fair value' .. 63
Gross negative fair value' . 64
Contracts with a remaining 65
maturitv of ane vear or less
Contracts with a remaining
maturity of more than one
vear 66
Internal risk limits ................ 67 _

1. Report absolute amounts.

2002 HIdWIAON 22 ‘INVHIOMSIVVLS

Ll 880Fv2 'ON
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(All amounts to be rounded off o the nearest R'000)
Credit-derivative instruments Line Notional amounts Fair value of
no. ? : outstanding
Omng‘bdm at PLUS MINUS Other Outs:;:din gfa::l;ce at| contracts at the end
nning Protection acquired Protection that matured . of the reporting
reporting month during the ::'o,ﬁng during the reporting reporting month meonth
i month month
|_Trading | Bankina | Tradina Bankina | Tradina Bankina | ina_| Bankina | Tradina | Bankina | Tradina | Bankina |
1 2 3 4 5 [i] 7 8 9 10 11 12
1. Protection buver ' y
Credit-default swaps........... 68
Total retum swaps.............. 69
Credit-linked notes............. 70
Total (line items 68 fo 70).. 71
Notional amounts : Fair valn:;i- of
Outstanding balance at PLUS MINUS Other Outstanding balance at| ¢, oacteat the end
the beginning of the | protection sold during | Protection that matured the end of the G the Tatsetlre
reportingmonth | *¢he reporting et during the reporting reporting month mo.ﬁﬁ“ s
Trading | Banking | Trading | Banking | Trading | Banki ing | Banking | Trading | Banking | Trading | Banking
1 2 3 4 5 6 7 ;] 9 10 1 12

2. Protection seller
Credit-default swaps ..........
Total return swaps .............

-+ Credit-linked notes.............
Total (line items 72 to 74) ..

Memorandum items:

Internal limit relating to credit-
derivative Instruments

FERN

75

76

7

_

€002 H3IgW3AON 22 ‘J1137VD INFJWNHIAOD
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No. R. 1465 22 November 2002
BANKS ACT, 1990 (ACT NO. 94 OF 1990)
AMENDMENT OF REGULATIONS

The Minister of Finance has under section 90 of the Banks Act, 1990 (Act No. 94 of 1990),
made the reguiations contained in the Schedule.
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" SCHEDULE W

Definitions
1. In this Schedule, "the Regulations" means the Regulations relating to Capitai-
‘adequacy Requirements ("CAR") for Banks' Trading Activities in Financial

Instruments, published under Government Notice No. R. 1058, in Government Gazette
No. 19165 on 21 August 1998, as amended.

Substitution of regulation 8 of the Regulations
2. The following regulation is hereby substituted for regulation 8 of the Regulations:
"8. Trading book: capital requirements

(1) For purposes of CAR, capital requirements are imposed dn the trading
activities of a bank, in respect of:

~(a) Position risk for debt and equities.
(b) Settlement and counterparty risk.
(c) Large exposures.
(d) Foreign-exchange risk.
(2) All transactions, including forward sales and purchases and credit-
derivative transactions, relating to the trading activities of the reporting
- bank shall be included in the calculation of capital requirements as from
the dates on which the transactions were entered into.
(3) Although reporting shall take place monthly, banks shall manage the
market risk in their trading book in such a way that the capital

requirements are being met on a continuous basis, that is, at the close of
each business day. :

(4) Banks shall maintain adequate risk-management systems in order to
ensure that intraday exposures are not excessive."
Amendment of regulation 12 of the Regulations

3. Regulation 12 of the Regulations is hereby amended by the deletion df subregulation
(6)- '
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Amendment of regulation 13 of the Regulations

"

Regulation 13 of the Regulations is hereby substituted with ihe following regulation-
"43. Calculation of position risk: standardised methods

Subject to the provisions of regulations 8 and 12, a bank shail on a daily basis
calculate its position-risk requirement, at the discretion of the bank, either in

" accordance with Method 1, as set out in regulation 14, or Method 2, as set out in
regulation 15." -

Amendment of regulation 14 of the Regulations

5.

Regulation 14 of the Regulations is hereby amended- |

(a) by ‘the substitution for the heading of regulation i4, namely, “Hethod 1:
Calculation of position risk-requirement in terms of simplified method, as
set out in Table 3, hereunder:" of the following heading: -

"4. Method 1: Calculation of position-risk requirement in terms of
5 simplified method" ‘

(b) by the insertion of the following subregulation:

"(1) The directives and Interpretations set out in table 3, hereunde, shall be
~ " followed in the calculation of a bank's position-risk requirement in terms of

‘the simplified method.
: Table 3 -
(@) Govemment or Government-guaranteed loan stock (Market value "MV")
() Less than 1 year to maturity h | 2%ofMV
(i) Less than 3 years to maturity G i 5% of MV
(iii) More than 3 years to maturity _ 10% of MV

) Instruments issued or accepted by a bank

(i) Less than 90 days to maturity | 2% of MV
(¢) Marketable securities (excluding floating-rate notes) -
issued by other parties :
(i) Less than 1 yearto maturity 1 10%ofMv
(i) Less than 3 years to maturity 20% of MV
(i) More than 3 years to maturity ' : © -30% of MV

(d) Floatiﬁg-rate notes

(i) Less than 20 years to maturity g - 5%ofMV .
" (i) 20 years and more o maturity : : 10% of MV
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kzn_amum Required capital
(a) Securities listed on a licensed local financial exchange
(i) Mining seouﬁtiee 40% of MV
(i) Other securities 30% of MV
(b) Securities traded on a foreign financial exchange 35% of MV
(designated by the Registrar of Banks)
(c) Other securities 100% of MV
Required capital |

Stock positions in physical commodities associated with a
bank's securities-trading business

30% of realisable value

RS, Options and contracts tor differences

Required capital |

(@) Exchange-traded futures or options |

(c) Unlisted purchased put or call aptions

(d) Contracts for differences

(b)  Unlisted forward contracts or written put or call options

2 x margin requirement

The appropriate percentage
shown in paragraphs (1), (2)
and (3) of this table should
be applied to the market
value of the underlying

instruments' position

As for over-the-counter
("OTC") written options, but
limited to the current market

value of the option

20% of the market value of

the contract

_ |(5) Credit-derivative instruments

Required capital

(a) Credit-default swap
(b) Total retum swaps

(c}) Credit-linked notes

The appropriate percentage
shown in paragraphs (1), (2)
and (3) of this table should
be applied to the market
value of the reference asset.

(6) Other Investments

Required capital

(@) Unitsina reglstered unit-trust e;cheme

* {b) Krugerrand
(c) Aninterest jn an unregistered futures or options fund
(d)  With-profit Iife;insurancle policies

(e) Anyoﬂaerinveshnenm _

20% of surrender value

' 100% of amount of asset

20% of realisable value
10% of realisable value

50% of realisable value

value




STAATSKOERANT, 22 NOVEMBER 2002 - No. 24088 83

Amendment of regulation 15 of the Regulations

6.

Regulation 15 of the Regulations is hereby amended

"(5)

.(a)__.j by the substitution for subregulation (5) of the following subregulation:

In the case of credit-derivative instruments, a bank shall classify the net
positions, calculated in accordance with the definition of a long position or .
a short position, according: to the currency in which these positions are
denominated and shall caiculate the capital requlrement in each individual

~ currency separately and with regard to -

(a) Specific risk

A bank shall assign its net positions to the appropriate categories

~set out in Table 4 of the Regulations, which table relates to interest-

rate products in terms of the building block method, on the basis of

the net positions' residual maturities. The specific risk-capital

_ requirement shall be determined by multiplying the absolute values
- of the net positions by the respective risk weights.

When a credit-derivative contract is concluded in respect of a single
reference asset or reference entity, the protection buyer has a short
position in the reference asset or reference entity, whereas the
protection seller has a long position in the reference asset or
reference entity.

For the Speciﬁc-risk' position to be reported as a qualifying debt
. item, the reference asset shall meet the standard conditions for a-
- qualifying debt item relating to interest-rate products.

When' the protection seller provides cash or coliateral to the
. protection buyer, the protection seller has to create a long specific-
. risk position in respect of such collateral. -

Wlth respect to multiple-name structures, the level of speclfc risk is
* dependent upon the structure concerned. -

In the case of a proportional structure the reference assets or
reference entities shall be risk-weighted according to the
assets/entities in the basket in the same proportion as determined
in the credit-derivative contract. _ '

~ Netting of trading-book positions

Banks may net notional positions in reference assets created by
credit-derivative contracts with positions in underlying assets or
other notional positions created by other similar types of credit-
derivative contract if all the following conditions are met:

@i The undenylng asset and the reference asset are :ssued by
the same obhgor
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(i) The specific-risk positions of the underlying asset and the
reference asset will have an equivalent ranking in case of
liquidation.

(iii) The currency of the underlying asset and the reference asset
is the same. -

(iv) The maturity of the underlying asset and the reference asset
is the same.

The specific risk-capital requirement arising from different credit-
derivative contracts shall not be netted.

Offsetting positions in the trading-book

- Offsetting positions encompass long and short credit-derivative

positions relating to a reference asset or reference entity, which
positons are matched in all respects specified in the
aforementioned paragraph relating to netting of trading-book
positions, except that the long and short credit-derivative positions
have different maturities.

When a bank has offsetting positions in its trading book, that is,
when- : ' _

(i)  the maturity of a credit-default swap or credit-link note differs
from the maturity of the reference asset; or

(i) the bank has not only prbvided protection but aiso obtained
protection in respect of the same reference entity but the
maturity of the contracts differs,

a single specific risk-capital requirement shall be maintained in
respect of the position with the higher capital requirement.

Reporting requirements

The manner in which credit default-swap contracts, total return-
swap contracts and credit-linked note contracts shall be reported is
set out in further detail below.

()  Credit default-swap contracts

A credit default-swap contract shall be reported as a notional
position in the reference asset or reference entity and shall be
subject to a specific-risk charge only. For credit-default
products, there will be no requirement for general market risk
relating to the reference asset or reference entity.

A bank that is a protection buyer in a first-to-default product
shall record a short position in a reference asset or reference
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entity of its choice.

" A bank that is a protection seller in a first-to-default product
shall record a long position in respect of each reference asset
or reference entity in the basket, since the protection seller
has no knowledge as to which asset or entity could default.
The risk weightings shall be applied to the maximum payment
in terms of the credit-derivative contract for each of the
reference assets or reference entities in the basket. The total
capital requirement for this type of product will be limited to an
amount equal to a deduction from capital.

(i) Total retUrn-swap' contracts

A total return-swap contract shall be reported astwolegs to a
smgie transactfon

~The first leg to the transactidn shall be a notional position in
the reference asset, to which reference asset the general-risk
requirement and the s_pe'cific—risk requirement shall apply.

The second leg to the transaction shail represent the interest
payments in terms of the swap contract and shall be reported
as a notional position in a government bond with the
appropriate fixed or floating rate.

The protection buyer shall report a short position in the
reference asset and a long position as a financing component.

The protecﬁon seller shall report a long position in the
reference asset and a short positon as a financing
component.

When a totai-retum swap is referenced to multiple reference
assets, and the return on assets is exchanged according to the
proportions of the assets in the basket, the reporting bank
shall record long or short positions in all the reference assets
according to the proportions underlying the swap contract.

- (iii) Credit linked-note contracts

A credit linked-note contract shall be reported as a position in
the note itself with an embedded credit-default swap.

A bank that is a protection seller shall calculate a specific-risk
requirement in respect of the issuer of the note.

The embedded créd;t-default swap creates a notional position
in the specific risk of the reference asset with no generai
markat-risk requarement _
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(b)

General risk

‘A bank shall calculate its capital requirement for general risk in

accordance with the directives and instructions for interest-rate
products set out in subregulation (1)(b).

Generally, credit default-swap instruments do not create a general
market-risk position for either the protection seller or the protection
buyer, since these products relate to the potential default of one

~counterparty only. Consequently, there is no risk exposure to

market-price movements.

Periodic premium or interest payments due in terms of the credit-
default swap shall be reported as a notional position in a
government bond with the appropriate fixed or floating rate.

Total-return products create a long or short position in the reference
asset, as well as a short or long position in the notional bond
representing the interest rate leg of the contract. These positions
shall be incorporated into the calculation of the generai-nsk
requirement.

For a protection seller, a credit-linked note creates a general
market-risk posmon in respect of the coupon or interest rate of the
note.

No general market-risk requirement shall be calculated in respect of
the embedded credit-default swap in a credit-linked note.”

(b) by the insertion of the following subregulation:

"(6) In the case of other investments in -

(a)
(b)
(c)

()

regulated collective investment schemes, the capital requirement
shall be 20 per cent of realisable value;

unregistered futures or options fund, the capital requirement shall
be 50 per cent of realisable value;

with-profit life policies, the capital requurement shall be 20 per cent
of surrendervalue and

other risk-based investments (excluding cash), the capital
requirement shall be 100 per cent of assets."

Substitution of regulation 21 of the Regulations

7.

The following regulation is hereby substituted for regulation 21 of the Regulations:
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- "21. Calculation of counterparty-risk requirement

A bank shall calculate, on a daily basis, the risk exposures arising from trading
with counterparties in accordance with Table 11, hereunder:

Table 11

'Counterparty risk ; - Factor

1. Transactions in unsettled securities and physical
commodities (see definition of long and short position):

1.1 Cash held against documented

transactions: _
-~ 0-3 days after settlement date nil

- 4-6 days after settlement date -150% of price difference
- over 6 days after settlement date 100% of price difference

1.2 Settlement on balance of transactions:
Through the central clearing house system, with

approved guarantees:

- debit items outstanding for more than 6 days |full amount
since settlement date ' :

- undelivered securities within 6 days of 100% of price difference
_settlement date.

1.3 Free deliveries (see definition of stock position):

1.3.1 Free delivery amount in respect of:

- non-payment against securities amount due
delivered '
- non-receipt of securities against full market value
payment due _
Free delivery amount, multiplied by the following
percentage: _
1.3.2 Guaranteed transactions:
- 0-6 days after delivery/payment 0 per cent (nil
- after 6 days 1&9 per cent (full market
value)
1.3.3 Other counterparties:
- 0-3 days after delivery/payments 0 per cent (nil -
- - after 3 days 100 per cent ()full market
value)
2. Options purchased for counterparties:

- non-payment of purchase price after 3days ~ ~  |difference between
purchase price and
market value of the
option

-_option premium paid to writer of the option % _of opii miu
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Counterparty risk _ | Factor

3. Exchange-traded, margined transactions
(including initial margin and variation margin):

- 0-3 days after margin shortfall nil ;
- 4 days and more after margin shortfall 100% of shortfali

4. Repurchase or resale agreements (including lending
and borrowing, and sale of buy-back agreements):

- qualifying debt instruments ‘ market value less 105%
of related funds or
collateral

- cther se¢urities notional value ~ |notional value less 110%
: of related funds or
collateral

5. Swaps, forward contracts, over-the-counter options,
contracts for differences and off-exchange futures,
excluding credit-derivative instruments (credit-

equivalent amount)
5.1 Interest-rate swaps in a single currency:
- under 1 year to maturity = mark-to-market value
- over 1 year to maturity mark-to-market value +

0,5% of notional value

5.2 Crosscurrency swaps:

- under 1 year to maturity mark-to-market value +
: 1% of notional value

- over 1 year to maturity . mark-to-market value +
' 5% of notional value

5.3 Forward rate agreements, over-the-counter
futures, options, etc., based on interest rates: -

- under 1 year to maturity mark-to-market value

' - over 1 year to maturity mark-to-market value +
0,5% of notional value

5.4 Future rate agreements, over-the-counter futures,
options, based on currency-exchange rates,
commodity prices or equity prices:

- under 14 days to maturity nil -

- 14 days to 1 year to maturity mark-to-market value +
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Factor

Counterparty risk
- over 1 year to maturity

The counterparty-nsk requirement shall be calculated
as follows: .

- Multlply the counterparty exposure by
Central government/South African Reserve
_ Bank
- Intragroup contracts with group banks
- Non-central government public-sector bodies
- Transactions to be settled through a
~ formalised exchange
- Banks in RSA and OECD countries
- any other counterparty

- - The risk-weighted counterparty exposure shall be
multiplied by a minimum of 8 per cent, or such a
higher percentage as may be determined by the
Registrar in consulitation with the Governor of the
South African Reserve Bank

) 1% of notionat value -

5% of notional value

10%

110%

mark-to-market value +

0%
10%

20%
100%

6. Credit-derivative instruments (credit-equivalent amount)
6.1 - Credit-default swaps
- under 1 year to maturity

~_-over 1 year to maturity

6.2 Total-return swaps
- under 1 year to maturity

- over 1 year to maturity

'The counterparty-risk requirement shall be calculated
as follows:

- Multiply the counterparty exposure by:
Central government/South African Reserve
Bank
- Intragroup contracts with group banks
- Non-central government public-sector bodies
- - Transactions to be settled through a

mark-to-market value +
6% of notional value
mark-to-market value +
8% of notional value

mark-to-market value +
6% of notional value
mark-to-market value +
8% of notional value

0%

0%
10%
10%

formalised exchange
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Counterparty risk Factor

- Banks in RSA and OECD countries 20%
- any other counterparty 100%

- The risk-weighted counterparty exposure shall be
multiplied by a minimum of 8 per cent, or such a
higher percentage as may be determined by the
Registrar in consultation with the Governor of the

South African Reserve Bank

7. Loans to counterparties:

- when the loan exceeds the value of securities 100% of amount by

and is not properly secured which the loan is not
- properly secured

8. Subunderwriting agreements:

- any management or other fees owed and 100% of amount owed
outstanding for more than 30 days

9. Other receivables and accrued income not covered 100% of amount due
elsewhere in this section .

8. Date of commenoermnf

These amended Regulations shall apply in respect of the reporting periods of January
2003 and onwards.
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Dog ate your Gazette?
.. read it onlme |

1 Gazeltes .co.za
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A new information Portal keeping you up to date with news, Iegislation,
the Parliamentary programme and which is the largest pool of SA Gazette
information available on the Web.

Easily accessible through the www!

- Government Gazettes - from January 1994

- Compilations of all Indexes pertaining to the past week's Government Gazettes

- All Provingial Gazettes - from September 1995 -

- Parliamentary Bills - as of January 1999

Available in full-text, with keyword searching

Sabinet Online scans, formats, edits and organize information for you. Diagrams and forms
included as images.

No stacks of printed gazettes - all on computer. Think of the storage space you save.
Offers Bill Tracker - complementing the SA Gazettes products.

For easy electronic access to full-text gazette info, subscribe to the SA Gazettes from
Sabinet Online. Please visit us at www.sagazettes.co.za

Sabinet
&

Tel: (012) 643-0500, Fax: (012) 663-3543, Toll free; 0800 11 8595, e-mail: corporate@sabinet.co.za, www: hitp://corporate. sabinet.co.za
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the Government Gagelle and Provincial Gageltes?
~ The National Library of SA has them!

Let us make your day with the information you need ...

National Library of SA, Pretoria Division

PO Box 397

0001 PRETORIA

Tel.:(012) 321-8931, Fax: (012) 325-5984
E-mail: infodesk@nlsa.ac.za

0 0 0
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Sook u ou hopies en wil duuh witzauwes van dic
Slaatiboerant en Provinsiale Koerante?

Die Nasionale Biblioteek van SA het hulle!
Met .ons héef u nie te sukkell.o.m inligting te bekom nie ... }

- Nasionale Biblioteek van SA, Pretoria Divisie
Posbus 397 |
0001 PRETORIA |
Tel.:(012) 321-8931, Faks: (012) 325-5984
~ E-pos: infodesk@nlsa.ac.za
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AFFA!HS AND TOURISM
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