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1.PILLAR 3 PUBLIC DISCLOSURE
1.1 Introduction
With the development of the Basel III International Convergence of Capital Measurement and Capital
Standards, the third Pillar thereof namely Market Discipline, complements the minimum capital
requirements (Pillar I) and the Supervisory Review Process (Pillar II). Through this third pillar a set of
disclosure requirements has been developed which allows market participants to assess key pieces of
information on the capital, risk exposures, risk assessment processes, and hence the capital adequacy of
Bidvest Bank Ltd (the Bank).
Transparency and effective communication between the Bank and its stakeholders, as well as the general
public, is of the utmost importance. The Bank therefore provides information that will enable the users of
such information to form a fair opinion of the financial condition of the Bank.
In light of the above, the Bank’s Disclosure Policy, as approved by the Board of Directors (the Board), has
been developed not only to meet the criteria of the Regulations, but also to implement a process to ensure
the effectiveness of the Bank’s disclosures.
1.2 Goals and objectives
The information disclosed by the Bank is consistent with that available to senior management and the Board
in their assessment and management of the risks of the Bank. By disclosing the information, the Bank aims
to meet the following goals and objectives:
•

inform the market regularly about the Bank’s exposure to all risk areas,

•

provide a consistent and understandable disclosure of information that will enhance decisionmaking and comparability,

•

provide a fair presentation of the Bank’s financial position, including its capital adequacy position,
and financial performance, business activities, risk profile and risk mitigation practices, and

•

provide reliable, relevant and timely information.

1.3 Appropriateness assessment
The review of the Bank’s disclosure strikes an appropriate balance between the need for meaningful
disclosure and the protection of proprietary and confidential information, where the disclosure of
information could make the Bank’s investment in products or systems less valuable, and therefore
undermine its competitive position, or which may be contrary to the provisions of any agreement.
The Bank further assesses whether the information disclosed adequately reflects the financial position of the
Bank, and reasonably reflects the Bank’s position in the banking environment.
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The Board reviews the Bank’s Disclosure Policy annually, to asses, whether the Bank’s disclosure documents
fulfil the requirements of the Regulations and whether any additional disclosures should be made, or the
Bank’s disclosure documents be amended. During such reviews, it will be determined whether the Bank’s
disclosures meet industry standards.
1.4 Nature and extent of information
In order for the Bank to maintain a high level of transparency between itself and the market, the Bank has
adopted the following approach towards determining the materiality, nature and extent of the information
that will be disclosed to the public:
•

information is considered to be material if its omission or misstatement could change or influence a
user relying on that information to take banking, economic or investment decisions. Materiality is
determined in accordance with the International Accounting Standards (IAS) and accounting
concepts,

•

the nature and extent of the information will be in compliance with the International Financial
Reporting Standards (IFRS),

•

the nature and extent of the information disclosed will be in compliance with the minimum
requirements as set out in the Regulations and Basel III,

•

the information will be consistent with the Bank’s audited financial statements and subject to
internal control and verification, and

•

the information shall be consistent with that available to the directors and senior management to
enable them to assess and manage the Bank’s risk exposures.

2. Risk Management
The Board recognizes the importance of on-going identification and management of risk in order to maintain
a sound financial and reputational condition. The Board adopts a Risk Management Policy to affirm its
awareness of the need to establish a program for enterprise risk management (ERM). The Board further
commits to providing sufficient personnel and other resources to ensure full implementation of an enterprise
risk management program. The Board also acknowledges that each of the Bank’s activities has an element of
risk. Due to the diverse nature of the Bank’s business units, products and services, and the fact that not all
risk can be transferred to third parties through insurance policies, contracts or waivers, the management of
residual risk at all levels of the Bank is imperative. The Board has delegated responsibility for Risk
Management Policy matters to the Risk and Capital Management Committee which is a sub-committee of
the Board.
The Bank maintains an Enterprise Risk Management Policy and framework to coordinate the many aspects
of risk. The Bank’s Risk Management Policy articulates the content of the Bank’s Enterprise Risk Management
and Risk Appetite.
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The Board expects executive management of the Bank to be committed to building a risk culture, increased
awareness and a shared responsibility for risk management at all levels of the Bank. A clearly defined Risk
Management Policy including a Risk Appetite Statement supports this.
Risk is an inherent component of the Bank’s activities. The ability to effectively identify, assess, measure,
respond, monitor and report on risk in activities is critical to the achievement of the Bank’s mission and
strategic objectives. This risk management approach reflects the Bank’s values, influences the Bank’s culture
and guides the Bank’s operations. It is captured in policy statements, Board and management directives,
operating procedures, training programs, and is demonstrated in daily activities by management and staff.
Enterprise Risk Management (ERM) is a group of structured and consistent risk management processes that
are applied across the Bank. The ERM program identifies, assesses, prioritises, and provides a formal
structure for the internal and external risks that impact the organization. These activities are categorized
under commonly accepted categories of risk.
The ERM program is driven by a formal approach that is aligned with the Bank’s profile and strategic
objectives. It is enhanced by formalising roles within the Bank, active committees, policies and procedures,
reporting, communication, and technology. The ERM program produces various risk mitigation activities
within the business units. The resulting strategic, financial, and operational risk mitigation activities
implemented strengthen the Bank, reduce the potential for unexpected losses, and manage the volatility
experienced by the Bank.
The Board has overall responsibility for the establishment and oversight of the Bank’s risk management
framework. The Board sub-committees are responsible for developing and monitoring the Bank’s risk
management policies in their specified areas. All Board subcommittees report regularly to the Board on
their activities.
The Bank’s risk management policies are established to identify and analyse the risks faced by the Bank,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management
policies are reviewed regularly to reflect changes in strategy, products and services offered. The Bank,
through its training and management standards and procedures, aims to maintain a disciplined and
constructive control environment, in which all employees understand their roles and obligations.
The Board is satisfied that the risk management system and process for identifying, evaluating and
managing significant risks is effective, and operated throughout the period of this report, providing
reasonable assurance. The Board is further satisfied that the processes will identify and enable it to take
adequate action against any material undue, unexpected or unusual risks. In the period under review, no
such risks were identified.
A documented and regularly tested business continuity plan exists to ensure continuity of business-critical
activities.
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3. RISK GOVERNANCE
3.1 Board of Directors
The Board is responsible for approving new policies and changes to all policies; participating in committees
with managers, reviewing status; providing guidance on strategies and risk appetite; staying apprised of
significant risk exposures; and ensuring that risks are managed within tolerance levels.
3.2 Audit Committee
A Board level committee responsible for providing assistance to the Board in fulfilling their need for
consistency and their responsibility to the shareholders and investment community related to corporate
accounting, reporting practices, the quality and integrity of financial reports, and the quality and effective
administration of the controls and procedures of all systems and work processes. In terms of the Banks Act
(Act 94 of 1990, amended 2007) the Audit and Compliance Committee is responsible to assist the Board in its
evaluation of the adequacy and efficiency of the internal control systems, accounting practices, information
systems and auditing processes applied in the Bank in the day-to-day management of its business. The
Committee will facilitate and promote communication on the matters referred to above, between the Board
and senior management, the external auditors and the internal auditors. The Committee will also be
responsible to introduce such measures as, in the Committee’s opinion, may serve to enhance the credibility
and objectivity of financial statements and reports about the affairs of the Bank.

Internal Audit
It will be the task of the Internal Audit Department to provide reasonable assurance over the effectiveness
and integrity of the Bank’s risk management system in identifying, prioritising, managing and communicating
significant exposure to risk and to provide reasonable assurance that the controls as designed are the most
appropriate to mitigate risks in a cost-effective manner. Internal controls and procedures will be assessed in
terms of the Internal Audit Charter of the Bank.

3.3 Asset and Liability Committee
The Asset and Liability Committee (ALCO) is chaired by an independent non-executive director, to oversee
liquidity and interest rate risk programs, shock tests, monitor key risk indicators, develop and agree policies
and procedures, set limits, prioritises activities and investments, and provide input to the senior management
and the Board regarding the management of risks.
3.4 Credit Committee
The Credit Committee is chaired by an independent non-executive director and oversees credit risk activities,
assessments and stress tests, develops and agrees on policies and procedures, sets limits, monitors key risk
indicators, prioritises activities and investments, and provides input to the senior management and the Board
regarding the management of credit risks.
6

3.5 Risk and Capital Management Committee
The Risk and Capital Management Committee is chaired by an independent non-executive director, and
oversees compliance and operational risk programs, assessments, develops and agrees on policies and
procedures, sets limits, monitors key risk indicators, prioritises activities and investments, and provides input
to the senior management and the Board regarding the management of risks and the status of the programs,
including matters relating to the Bank’s capital adequacy levels.

4. INTERRELATIONSHIP OF RISK MANAGEMENT FUNCTIONS – FOUR LINES
OF DEFENCE
The Bank adopts the four lines of defence model.
4.1 First line of defence
Business units are the first line of defence. They take risks and are responsible and accountable for the ongoing
management of such risks. This includes identifying, assessing and reporting such exposures, taking into
account the Bank’s risk appetite and its policies, procedures and controls. The manner in which the business
line executes its responsibilities reflects the Bank’s existing risk culture.
4.2 Second line of defence
The second line of defence includes an independent risk management function. The risk management function
complements the business line’s risk activities through its monitoring and reporting responsibilities. Among
other things, it is responsible for overseeing the Bank’s risk-taking activities and assessing risks and issues
independently from the business line. The function promotes the importance of senior management and
business line managers in identifying and assessing risks critically rather than relying only on surveillance
conducted by the risk management function. Among other things, the finance function plays a critical role in
ensuring that business performance and profit and loss results are accurately captured and reported to the
Board, management and business lines that will use such information as a key input to risk and business
decisions.
The second line of defence also includes an independent and effective compliance function. The compliance
function, should among other things, routinely monitor compliance with laws, corporate governance rules,
regulations, codes and policies to which the Bank is subject. The Board approves compliance policies that are
communicated to all staff. The compliance function assesses the extent to which policies are observed and
reports to senior management and, as appropriate, to the Board on how the Bank is managing its compliance
risk. The function also has sufficient authority, stature, independence, resources and access to the Board.
4.3 Third line of defence
The third line of defence consists of an independent and effective internal audit function. Among other things,
it provides independent review and objective assurance on the quality and effectiveness of the Bank’s internal
control system, the first and second lines of defence and the risk governance framework including links to
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organisational culture, as well as strategic and business planning, compensation and decision-making
processes. Internal audit is not involved in developing, implementing or operating the risk management
function or other first or second line of defence functions.

4.4 Fourth line of defence
Assurance from external independent bodies such as the external auditors and other external bodies. External
bodies may not have the existing familiarity with the organisation that an internal audit function has, but they
can bring a new and valuable perspective. Additionally, their outsider status is clearly visible to third parties,
so that they can not only be independent but be seen to be independent.

5. MAIN ERM CATEGORIES
The Bank is exposed to various forms of risk in strategic, tactical and daily activities. The main risks the Bank is
exposed to are set out in broad categories below.
Bank specific risks
Credit Risk: The current and prospective risk to earnings or capital arising from an obligor’s failure to meet
the term of any contract with the Bank or otherwise perform as agreed. Credit risk is found in all activities
where success depends on counterparty, issuer or borrower performance. Credit risk is managed within the
risk appetite of the Bank. Acceptable credit risk identified in a credit application is mitigated through
sufficient underlying security. To enhance the return on funds, and therefore shareholder value, a certain
amount of risk has to be taken in the lending activities of the Bank. The risk tolerance of the Bank is, however
low and therefore all credit risk is mitigated through sound credit principles, and all lending done against
appropriate security, except where other factors deem it not necessary to obtain specific security.
The basic principle governing the Bank’s lending philosophy is the need for management to satisfy itself that
the business of the borrower has the capacity to deploy its assets in a way that will generate the earnings/cash
flows on a sustainable basis to facilitate the repayment of any facilities granted.
Interest Rate Risk: The risk to earnings or capital arising from movements in interest rates. Interest rate risk
arises from differences between the timing of rate changes and the timing of cash flows (re-pricing risk); from
changing rate relationships among different yield curves affecting Bank activities (basis risk); from changing
rate relationships across the spectrum of maturities (yield curve risk); and from interest‐related options
embedded in products (options risk).
Liquidity Risk: The current and prospective risk to earnings or capital arising from incurring unacceptable
losses. Liquidity risk includes the inability to manage unplanned decreases or changes in funding sources.
Liquidity risk also arises from failure to recognise or address changes in market conditions that affect the
ability to liquidate assets quickly and with minimal loss in value. Liquidity risk can be divided into two subcategories:
•
•

Market liquidity risk: The ease with which assets can be liquidated; and
Funding liquidity risk: The ease with which additional funding can be raised e.g. in the
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interbank or wholesale markets.
Effective liquidity risk management is a daily process used to monitor and project cash flows to ensure
adequate liquidity is maintained. The mismatch of cash flows could lead to situations where cash outflows
exceed cash inflows in a given period. This may result in the Bank’s failure to meet its obligations to pay
creditors, repay depositors and fulfil commitments to lend.
Liquidity management is the process to meet the Bank’s commitments as they fall due, at an appropriate
cost, whilst maintaining market confidence in the Bank.
Market Risk: The risk to earnings or capital arising from changes in the value of traded portfolios of financial
instruments. This risk arises from market-making, dealing and position-taking in interest rate, foreign
exchange, equity and commodities markets. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimising the return on risk.
Overall authority for market risk is vested in ALCO. The Risk Department is responsible for the
development of detailed risk management policies (subject to review and approval by ALCO) and for the
day-to-day review of their implementation.
Currency Risk: The risk of financial loss due to fluctuations in exchange rates.
Solvency Risk: The risk of financial loss due to inability both to meet long-term fixed expenses and to have
adequate funds for long-term expansion and growth.
Concentration Risk: The risk of an adverse overall spread of the Bank's outstanding accounts over the number
or variety of debtors to whom the Bank has lent money.
Counterparty Credit Risk: The risk arising from the possibility that the counterparty may default on amounts
owed on a derivative transaction. Derivatives are financial instruments that derive their value from the
performance of assets, interest or currency exchange rates, or indexes.
Other and operational risks
Compliance Risk: The current and prospective risk to earnings or capital arising from violations of, or nonconformance with, laws, rules, regulations, prescribed practices, internal policies and procedures, or ethical
standards. Compliance risk also arises in situations where the laws governing certain Bank products or
activities of the Bank’s clients may be ambiguous or untested. This risk exposes the Bank to fines, civil money
penalties, payment of damages and the voiding of contracts. Compliance risk can lead to diminished
reputation, reduced franchise value, limited business opportunities, reduced expansion potential and lack of
contract enforceability.
Strategic Risk: The current and prospective impact on earnings or capital arising from adverse business
decisions, improper implementation of decisions or lack of responsiveness to industry changes. This risk is a
function of the compatibility of the Bank’s strategic goals, the business strategies developed to achieve those
goals, the resources deployed against those goals and the quality of implementation. The resources needed
to carry out business strategies are both tangible and intangible. They include communication channels,
operating systems, delivery networks and managerial capacities and capabilities. The organisation’s internal
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characteristics must be evaluated against the impact of economic, technological, competitive, regulatory and
other environmental changes.
Reputation Risk: The current and prospective impact on earnings and capital arising from negative public
opinion. This affects the Bank’s ability to establish new relationships or services, or continue servicing existing
relationships. This risk may expose the institution to litigation, financial loss or a decline in its customer base.
Reputation risk exposure is present throughout the organisation and includes the responsibility to exercise an
abundance of caution in dealing with customers and the community.
Operational Risk: The risk of loss resulting from inadequate or failed internal processes, people and systems
from external events. This includes legal risk. These are the types of non-credit and non-interest rate
exposures that can lead to financial loss – fraud, business outages, IT failures, vendor outages or failures,
financial statement control issues and processing errors. The Bank’s objective is to manage operational risk
so as to balance the avoidance of financial losses not part of operational risk with overall cost effectiveness
and to avoid control procedures that restrict initiative and creativity. The Operational Risk Committee is
responsible for oversight of the Bank’s operational risks.
The primary responsibility for the development and implementation of controls to address operational risk
is assigned to senior management within each business unit.
Human Resource Risk: The risk of financial loss due to failure of human resource policies and procedures,
including failure to appoint and retain knowledgeable, skilled, talented staff.
Technology Risk: The risk of financial loss due to technology related failure.
Business Continuity and Disaster Recovery Risk: The risk of financial loss due to insufficient business
continuity or disaster recovery planning.
Systemic Risk: The risk of financial loss due to the financial system as a whole not being able to withstand the
effects of a market crisis.
Legal Risk: The risk of financial loss due to legal action against the Bank, or through the inability of the Bank
to exercise its rights.
Tax Risk: The risk of non-compliance to tax laws.
Regulatory Risk: The risk of a change in regulations and law that might affect the Bank.
Environmental Risk: The actual or potential threat of adverse effects on living organisms and the environment
by effluents, emissions, wastes, resource depletion, etc., arising out of the Bank’s activities.
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6. RISK APPETITE
The Board and management use a balanced approach in determining acceptable levels of risk to undertake.
The Bank will only tolerate those risks which permit it to:
•
•
•
•

Achieve its stated strategic business objectives,
Provide a return that meets or exceeds expectations,
Comply with all applicable laws and regulations, and
Conduct its business in a safe and sound manner.

The Board approves, and management sets general risk appetite levels annually through several means.
•
•

The overall internal and external risk environments are considered in conjunction with the strategic
planning process.
Key strategic business objectives and their financial and non‐financial risk appetite levels are set
annually and expressed in the strategic plan and policies. Within the scope of their authority and
guidelines established in business plans, policies, and procedures, business unit managers make
decisions regarding acceptable levels of risk. Managers are also responsible for implementing risk
mitigation strategies of retention, control, avoidance and transfer.

For monitoring and reporting purposes, management and the Board use a set of Key Risk Indicators of inherent
risk across the predefined risk categories, assessing if they are within tolerances, and if the trend is increasing,
stable, or decreasing. These are tracked in a common reporting format. High risk indicators and action plans
are tracked by the various committees with update reporting to the Board at least quarterly or as requested.
Bank-wide Risk Appetite Statement
The Bank considers both qualitative and quantitative measures as part of its risk appetite and focuses on
capital, liquidity, profitability, and growth as primary measures. Financial operations are managed to obtain a
reasonable risk / return relationship within the management of the various risks to which the Bank is exposed,
including strategy risk, credit risk, liquidity risk and reputational risk. The Bank’s risk appetite is linked to its
short and longer-term strategy focussing on higher return on equity, growth in profitability, year on year
growth and revenue diversification. The Bank’s risk appetite also specifies, as part of risk appetite, risk
tolerances around its risk appetite, such as acceptable limits of credit losses. The risk appetite is reviewed
annually and is adjusted to take cognisance of target values and market prospects. The Bank’s overall risk
appetite is relatively low.
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7. COMPONENTS OF THE BANK’S ERM FRAMEWORK
Mandate and Commitment

Design of framework for managing risk
•
•
•
•
•
•
•

Understanding the organisation and its context
Establishing risk management policy
Accountability
Integration into the Bank’s processes
Resources
Establishing internal communication and
reporting mechanisms
Establishing external communication and
reporting mechanisms

Continual improvement of the
framework

Implementing risk management
•
•

Implementing the framework for
managing risk
Implementing the risk
management process

Monitoring and review of the framework
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8. CAPITAL MANAGEMENT
The South African Reserve Bank (“SARB”) sets and monitors capital requirements for the Bank as a whole. In
implementing current capital requirements, the SARB requires the Bank to maintain a prescribed ratio of total
capital to total risk-weighted assets, market risk exposure and operational risk exposure. The Bank follows
the Standardised approach under Basel III and calculates requirements for market risk in its banking portfolios
based upon the Bank’s market risk models and uses both external and internal grading as the basis for risk
weightings for credit risk.
The Bank’s regulatory capital is analysed into two categories:
-

Tier I capital, which includes ordinary share capital, share premium and appropriated retained
earnings, and

-

Tier II capital, which includes collective impairment allowances.

Banking operations are categorised as either trading book or banking book, and risk-weighted assets are
determined according to specified requirements that seek to reflect the varying levels of risk attached to assets
and off-statement of financial position exposures.
The Bank’s internal capital adequacy assessment process (ICAAP) is formalised and approved by the Board.
The Bank’s policy is to maintain a strong capital base so as to maintain investor, credit and market confidence
and to sustain future development of the business. The impact of the level of capital on shareholders’ return
is also recognised and the Bank recognises the need to maintain a balance between the higher returns that
might be possible with greater gearing and the advantages and security afforded by a sound capital position.
The Bank and its operations have complied with all externally imposed capital requirements throughout the
year and previous year.
There have been no material changes in the Bank’s management of capital during the year.
The Bank’s ICAAP reflects its internal assessment of risk. The ICAAP determines the most suitable level of
economic capital, i.e. the capital required to remain solvent under conditions that are extreme in nature. For
potential losses arising from risk types that are statistically quantifiable, economic capital reflects the worst
case loss, taking risk-adjusted returns on capital into account.
The final economic capital level determined through the ICAAP reflects the capital to be held for risks as
assessed by management instead of implicated by a prescribed regulatory formula. The economic capital
requirement is then compared to the regulatory capital requirement to determine the buffer to be held for
uncertainties to ensure adequate capitalisation for the Bank.
Statement of financial position forecasting based on business and strategy planning allows management to
ensure that minimum required capital ratios are adhered to.
The table below provides a breakdown of the Bank’s Risk Weighted Assets and required capital as at
30 September 2018.
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Table 1: Components of the Bank's risk weighted exposure
Minimum capital
requirements

RWA
Sep-18
Credit risk (excluding counterparty Credit Risk (CCR) Credit
Valuation Adjustment (CVA)
Of which standardised approach (SA)
Of which internal rating-based (IRB) approach
Counterparty Credit Risk Credit Valuation Adjustment
(CVA)
Of which standardised approach for counterparty credit
risk (SA - CCR)
Of which internal model method (IMM)
Equity positions in banking book
Market Risk
Of which standardised approach (SA)
Of which internal model method approaches (IMM)
Operational Risk
Of which Basic Indicator Approach
Of which Standardised approach
Of which Advanced Measurement Approach
Other risks
Total

Sep-17

Sep-18

3,865,759

3,628,653

430,066

3,865,759
-

3,628,653
-

430,066
-

39,242

22,597

4,366

39,242

22,597

4,366

16,233
34,058
34,058
2,731,114
2,731,114
2,078,677
8,765,083

11,071
4,486
4,486
3,429,960
3,429,960
2,085,898
9,182,665

1,806
3,789
3,789
303,836
303,836
231,253
975,115

The percentage minimum capital requirement used for calculating the capital requirement is constructed as
follows: 8% minimum capital requirement, plus 1.25% systemic risk (Pillar 2A) add-on, plus 1.875% capital
conservation buffer. Total: 11.125%.
Other risks reflected in the table above relate to property and equipment and other assets as contained in the
Bank’s statement of financial position.
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8.2 Table 2 & 3: Capital composition
As at 30 September 2018 the Bank was adequately capitalised and the below capital related items are
highlighted.
Table 2: Capital composition
Description
1 Total Capital and Reserves
2 Qualifying capital and reserves
3
Of which: Tier I
Of which: Tier II
4
5 Total amount of qualifying capital required
6 Total risk weighted assets
7 Capital Adequacy Ratio (CAR) (qualifying capital and reserves)
8 Capital Adequacy Ratio (CAR) (Total capital and reserves)
9 Regulatory minimum CAR
10 Internal board approved CAR

R’000
2,665,564
1,915,291
1,911,546
3,745
975,115
8,765,083
21.85%
30.33%
11.125%
14.00%

Table 3: Capital composition
R'000
Basel III common disclosure used during the transition of regulatory adjustments from 1 June 2013 to 1
January 2018
Common Equity Tier I capital: instruments and reserves
1

Directly issued qualifying common share capital (and equivalent for non-joint stock
companies) plus related stock surplus

2

Retained earnings

3

Accumulated other comprehensive income (and other reserves)

4

Directly issued capital subject to phase out from CET1 (only applicable to non-joint stock
companies)

527,779
1,646,019
2,352
-

Public sector capital injections grandfathered until 1 January 2018
5

Common share capital issued by subsidiaries and held by third parties (amount allowed
in group CET1)

6

Common Equity Tier 1 capital before regulatory adjustments

-

2,176,150

Common Equity Tier 1 capital: regulatory adjustments
7

Prudential valuation adjustments

8

Goodwill (net of related tax liability)

9

Other intangibles other than mortgage-servicing rights (net of related tax liability)

45,440
171,744
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10

Deferred tax assets that rely on future profitability excluding those arising from temporary
differences (net of related tax liability)

11

Cash-flow hedge reserve

12

Shortfall of provisions to expected losses

13

Securitisation gain on sale

14

Gains and losses due to changes in own credit risk on fair valued liabilities

15

Defined benefit pension fund net assets

16

Investments in own shares (if not already netted off paid-in capital on reported balance
sheet)

17

Reciprocal cross-holdings in common equity

18

Investments in the capital of banking, financial and insurance entities that are outside the
scope of regulatory consolidation, net of eligible short positions, where the bank does not
own more than 10% of the issued share capital (amount above 10% threshold)

19

Significant investments in common stock of banking, financial and insurance entities that
are outside the scope of regulatory consolidation, net of eligible short positions (amount
above 10% threshold)

20

Mortgage servicing rights (amount above 10% threshold)

21

Deferred tax assets arising from temporary differences (amount above 10% threshold,
net of related tax liability)

22

Amount exceeding the 15% threshold

23

of which: significant investments in the common stock of financials

24

of which: mortgage servicing rights

25

of which: deferred tax assets arising from temporary differences

26

National specific regulatory adjustments

47,420

REGULATORY ADJUSTMENTS APPLIED TO COMMON EQUITY TIER 1 IN RESPECT
OF AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT
OF WHICH:
OF WHICH:
27

Regulatory adjustments applied to Common Equity Tier 1 due to insufficient Additional
Tier 1 and Tier 2 to cover deductions

28

Total regulatory adjustments to Common equity Tier 1

29

Common Equity Tier 1 capital (CET1)

264,604
1,911,546

Additional Tier 1 capital: instruments
30

Directly issued qualifying Additional Tier 1 instruments plus related stock surplus
16

31

of which: classified as equity under applicable accounting standards

32

of which: classified as liabilities under applicable accounting standards

33

Directly issued capital instruments subject to phase out from Additional Tier 1

34

Additional Tier 1 instruments (and CET1) instruments not included in line 5) issued by
subsidiaries and held by third parties (amount allowed in group AT1)

35

Of which: instruments issued by subsidiaries subject to phase out

36

Additional Tier 1 capital before regulatory adjustments
Additional Tier 1 capital: regulatory adjustments

37

Investments in own Additional Tier 1 instruments

38

Reciprocal cross-holdings in Additional Tier 1 instruments

39

Investments in the capital of banking, financial and insurance entities that are outside the
scope of regulatory consolidation, net of eligible short positions, where the bank does not
own more than 10% of the issued common share capital of the entity (amount above
10% threshold)

40

Significant investments in the capital of banking, financial and insurance entities that are
outside the scope of regulatory consolidation (net of eligible short positions)

41

National specific regulatory adjustments
REGULATORY ADJUSTMENTS APPLIED TO COMMON EQUITY TIER 1 IN RESPECT
OF AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT
OF WHICH:
OF WHICH:

42

Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover
deductions

43

Total regulatory adjustments to Additional Tier 1 capital

44

Additional Tier 1 capital (AT1)

45

Tier 1 capital (T1 = CET1 + AT1)

1,911,546
Tier 2 capital and provisions

46

Directly issued qualifying Tier 2 instruments plus related stock surplus

47

Directly issued capital instruments subject to phase out from Tier 2

48

Tier 2 instruments (and CET1 and AT1 instruments not included in lines 5 or 34) issued
by subsidiaries and held by third parties (amount allowed in group Tier 2)

49

of which: instruments issued by subsidiaries subject to phase out

50

Provisions

3,745

51

Tier 2 capital before regulatory adjustments

3,745
17

Tier 2 capital: regulatory adjustments
52

Investment in own Tier 2 instruments

53

Reciprocal cross-holdings in Tier 2 instruments

54

Investments in capital of banking, financial and insurance entities that are outside the
scope of regulatory consolidation, net of eligible short positions, where the bank does not
won more than 10% of the issued common share capital of the entity (amount above the
10% threshold)

55

regulatory consolidation (net of eligible short positions)

56

National specific regulatory adjustments
REGULATORY ADJUSTMENTS APPLIED TO COMMON EQUITY TIER 2 IN RESPECT
OF AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT
OF WHICH:
OF WHICH:

57

Total regulatory adjustments to Tier 2 capital

58

Tier 2 capital (T2)

59

Total capital (TC = T1 + T2)

1,915,291

RISK WEIGHTED ASSETS IN RESPECT OF AMOUNTS SUBJECT TO PRE-BASEL III
TREATMENT

8,765,083

3,745

OF WHICH:
OF WHICH:
60

Total risk weighted assets
Capital ratios

61

Common Equity Tier 1 (as percentage of risk weighted assets)

21.81%

62

Tier 1 (as percentage of risk weighted assets)

21.81%

63

Total capital (as percentage of risk weighted assets)

21.85%

64

Institution specific buffer requirement (minimum CET1 requirement plus capital
conservation buffer plus countercyclical buffer requirements plus G-SIB buffer
requirement, expressed as a percentage of risk weighted assets)

65

of which: capital conservation buffer requirements

66

of which: bank-specific countercyclical buffer requirement

0%

67

of which: G-SIB buffer requirement

0%

68

Common Equity Tier 1 available to meet buffers (as percentage of risk weighted assets)

-

1.875%

21.81%

National Minima (if different from Basel 3)
69

National Common Equity Tier 1 minimum ratio (if different from Basel 3 minimum)

7.375%
18

70

National Tier 1 minimum ratio

71

National total capital minimum ratio

8.875%
11.125%

Amounts below the threshold for deductions (before risk weighting)
72

Non-significant investments in the capital of other financials

73

Significant investments in the common stock of financials

74

Mortgage servicing rights (net of related tax liability)

75

Deferred tax assets arising from temporary differences (net of related tax liability)
Applicable caps on the inclusion of provisions in Tier 2

76

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised
approach (prior to the application of cap)

77

Cap on inclusion of provisions in Tier 2 under standardised approach

78

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to internal
ratings-based approach (prior to the application of cap)

79

Cap for inclusion of provisions in Tier 2 under internal ratings-based approach

3,745
109,564

(1.25% of RWE)

Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2018 and 1 Jan 2022)
80

Current cap on CET1 instruments subject to phase out arrangements

81

Amount excluded from CET1 due to cap (excess over cap after redemptions and
maturities)

82

Current cap on AT1 instruments subject to phase out arrangements

83

Amount excluded from AT1 due to cap (excess over cap after redemptions and
maturities)

84

Current cap on T2 instruments subject to phase out arrangements

85

Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)

19

Table 4: Leverage ratio
Summary comparison of accounting assets vs leverage ratio exposure measure
Item
1

Total consolidated assets as per published financial statements

2

Adjustment for investments in banking, financial, insurance or commercial entities that
are consolidated for accounting purposes but outside the scope of regulatory
consolidation

3

Adjustment for fiduciary assets recognised on the balance sheet pursuant to the
operative accounting framework but excluded from the leverage ratio exposure measure

4

Adjustments for derivative financial instruments

5

Adjustment for securities financing transactions (ie repos and similar secured lending)

6

Adjustment for off-balance sheet items (ie conversion to credit equivalent amounts of offbalance sheet exposures)

7

Other adjustments

8

Leverage ratio exposure

R'000
9,137,434

-47,240

-221,714
38,743

398,562

9,305,785

Item

Leverage ratio
framework

On-balance sheet exposures
1

On-balance sheet items (excluding derivatives and SFTs, but including collateral)

2
3

(Asset amounts deducted in determining Basel III Tier 1 capital)
Total on-balance sheet exposures (excluding derivatives and SFTs) (sum of lines
1 and 2)
Derivative exposures

4

Replacement cost associated with all derivatives transactions (ie net of eligible
cash variation margin)

26,656

5

Add-on amounts for PFE associated with all derivatives transactions

12,087

8

Gross-up for derivatives collateral provided where deducted from the balance sheet
assets pursuant to the operative accounting framework
(Deductions of receivables assets for cash variation margin provided in
derivatives transactions)
(Exempted CCP leg of client-cleared trade exposures)

9

Adjusted effective notional amount of written credit derivatives

10

(Adjusted effective notional offsets and add-on deductions for written credit derivatives)

11

Total derivative exposures (sum of lines 4 to 10)

12
13

Securities financing transaction exposures
Gross SFT assets (with no recognition of netting), after adjusting for sales accounting
transactions
(Netted amounts of cash payables and cash receivables of gross SFT assets)

14

CCR exposure for SFT assets

15

Agent transaction exposures

16

Total securities financing transaction exposures (sum of lines 12 to 15)

6
7

9,137,434
-268,954
8,868,480

38,743
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Other off-balance sheet exposures
17

Off-balance sheet exposure at gross notional amount

18

(Adjustments for conversion to credit equivalent amounts)

19

Off-balance sheet items (sum of lines 17 and 18)

1,403,795
1,005,233
398,562

Capital and total exposures
20

Tier 1 capital

21

Total exposures (sum of lines 3, 11, 16 and 19)

1,911,546
9,305,785

Leverage ratio
22

Basel III leverage ratio

20.54%

21

