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Recently, we discussed the Financial Sector Conduct Authority 

(FSCA). In this edi�on, we consider the Pruden�al Authority (PA). 

Both of these regulators were introduced as part of the Twin Peaks 

model of financial sector regula�on to regulate financial 

ins�tu�ons¹ (which includes re�rement funds, administrators and 

insurers) under the Financial Sector Regula�on Act (FSRA). Both 

regulators are now established. Many of the sec�ons of the FSRA 

became effec�ve on 1 April 2018, other sec�ons will become 

effec�ve at later dates.

WEBSITE

The PA's website is up-and-running and you can find it at 

www.pruden�alauthority.co.za.

WHAT IS THE PRUDENTIAL AUTHORITY AND WHAT IS ITS 

RELATIONSHIP TO THE RESERVE BANK?  

The PA is a juris�c person which falls under the administra�on of 

the South African Reserve Bank (Reserve Bank).

The PA has separate powers and du�es under the FSRA to the 

Reserve Bank. An example of this is that the Governor of the 

Reserve Bank (the Governor) is empowered to determine a 

systemic event and then the financial sector regulators² (of which 

the PA is one) have certain du�es towards the Reserve Bank, for 

example to provide informa�on and consult before ac�ng in 

rela�on to a systemic event, in certain circumstances.

WHAT DOES THE PRUDENTIAL AUTHORITY DO?

The PA exists to enhance the safety and soundness of financial 

ins�tu�ons and assist in maintaining financial stability. 

The objec�ve of the PA is to: 

Ÿ promote and enhance the safety and soundness of financial 

ins�tu�ons that provide financial products and securi�es 

services; 

Ÿ promote and enhance the safety and soundness of market 

infrastructures;

Ÿ Protect financial customers against the risk that financial 

ins�tu�ons may fail to meet their obliga�ons; and 

Ÿ  assist in maintaining financial stability.

THE PRUDENTIAL AUTHORITY

¹ “Financial ins�tu�on” means any of the following other than a representa�ve:
(a) A financial product provider;
(b) a financial service provider;
(c) a market infrastructure (as defined in the Financial Markets Act);
(d) a holding company of a financial conglomerate; or
(e) a person licensed or required to be licensed in terms of a financial sector law.

² “Financial sector regulator” means:
(a) the PA
(b) the FSCA
(c) the Na�onal Credit Regulator (certain parts of the relevant legisla�on apply) 
(d) the Financial Intelligence Centre (certain parts of the relevant legisla�on apply)
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The PA, amongst other things, co-operates with and assists other 

financial sector regulators such as the FSCA, Council for Medical 

Schemes, Compe��on Commission and the Na�onal Credit 

Regulator (NCR) on ma�ers of mutual interest and as required in 

the FSRA.

The PA's power to ensure financial soundness of re�rement funds is 

delegated to the FSCA for three years under the FSRA.

THE DEPUTY GOVERNOR OF THE RESERVE BANK AND THE CHIEF 

EXECUTIVE OFFICER OF THE PA

Mr Kuben Naidoo is a Deputy Governor of the Reserve Bank 

(Pruden�al Authority) and Chief Execu�ve Officer (CEO) of the PA.  

Mr Naidoo would, thus, be a member of the Financial Stability 

Oversight Commi�ee (FSOC) (see below) established under the FSRA.

STRUCTURE OF THE PA

The PA has four departments and they are headed by the people 

specified in the blocks below.

The four departments of the PA are responsible for the following 

financial ins�tu�ons and func�ons:

A. The Banking, Insurance, Market Infrastructure Supervision and 

Coopera�ve Financial Ins�tu�ons Department is responsible 

for the pruden�al supervision of stand-alone banks, insurance 

companies, financial market infrastructure and co-opera�ve 

financial ins�tu�ons. 

Insurers are one of the first financial ins�tu�ons to feel the 

change related to the establishment of the PA. Insurance 

companies are now already subject to two regulators (as of      

1 April 2018). The PA is entrusted with du�es under the Long-

term Insurance Act (LTIA) and the Short-term Insurance Act 

(STIA). (Note that this will be the case un�l the new Insurance 

Act, 10 of 2018 becomes effec�ve on 1 July 2018 (this is the 

date currently envisaged) when this new Act will replace 

substan�al parts of the LTIA and STIA.) These PA powers 

operate in addi�on to the FSCA's du�es and powers in terms of 

these insurers, which FSCA powers include such market 

conduct ac�vi�es as the Policyholder Protec�on Rules. The PA 

has issued a number of Dra� Pruden�al Standards Discussion 

Documents for consulta�on.

B. The Financial Conglomerates Supervision Department is 

concerned with the consolidated pruden�al supervision of 

those financial ins�tu�ons which are designated as financial 

conglomerates³. The PA has recently issued a Discussion Paper 

called the Financial Conglomerate Supervision Framework. 

This department is also responsible for an�- money laundering 

and comba�ng the financing of terrorism regula�on and 

supervision.

C. The Risk Support Department is responsible for providing 

regulatory support on credit risk, opera�onal risk and market 

risk. It also provides quan�ta�ve and actuarial analysis as well 

as sta�s�cs on financial ins�tu�ons for the PA's use.

THE PRUDENTIAL AUTHORITY

Courtesy of www.prudentialauthority.co.za

³ “Financial conglomerate” means a group of companies designated by the PA as a financial conglomerate under the FSRA. This may require the holding company to be licensed under the 
FSRA, in which case the PA then has power over the holding company in terms of the FSRA and must comply with relevant pruden�al standards and direc�ves. There are also provisions 
rela�ng to acquisi�ons and disposals of material assets by financial conglomerates.

Kuben Naidoo
Deputy Governor

and CEO: Prudential Authority

Suzette Vogelsang
Head: Banking,

Insurance, Market
Infrastructure and 
CFI Supervision

Denzel Bostander
Head: Financial
Conglomerate
Supervision

Vacant
Head: Risk Support Unathi Kamlana

Head: Policy,
Statistics and

Industry Support



D. The Policy, Sta�s�cs and Industry Support Department 

formulates policy, develops supervisory frameworks, provides 

opera�onal and regulatory support, provides industry analyses, 

the enforcement and resolu�on of pruden�ally regulated 

financial ins�tu�ons (which include re�rement funds) and 

industry technical support on capital and accoun�ng.

PUBLISH REGULATORY STRATEGY

In terms of the FSRA, the PA must, within six months of 1 April 2018, 

adopt a regulatory strategy for itself to give general guidance in the 

achievement of its objec�ves and the performance of its regulatory 

and supervisory func�ons for the next three years. This strategy must 

be reviewed annually. The PA must invite comment from certain 

regulators such as the FSCA and ensure that it minimizes 

inconsistencies with the FSCA's strategy. 

THE FINANCIAL STABILITY OVERSIGHT COMMITTEE (FSOC)

The FSOC exists to (a) support the Reserve Bank in its func�ons 

related to financial stability and (b) to facilitate collabora�on, co-

opera�on and co-ordina�on of ac�on between the Reserve Bank 

and the financial sector regulators.  The FSOC advises both the 

Reserve Bank and the Minister of Finance and makes 

recommenda�ons rela�ng to financial stability to the Governor and 

other organs of state. In addi�on, this Commi�ee makes 

recommenda�on to the Governor regarding the designa�on of 

systemically important financial ins�tu�ons.

The members of the FSOC are:

Ÿ The Governor (currently Mr EL Kganyago) - Chair;

Ÿ Deputy General (financial stability) (currently Mr FE Groepe 

(Financial Stability and Currency));

Ÿ The Chief  Execu�ve Officer of  the PA (currently                     

Mr Kuben Naidoo);

Ÿ Commissioner of the FSCA (including ac�ng Commissioner - 

currently Mr Abel Sithole);

Ÿ The CEO of the Na�onal Credit Regulator (currently                   

Ms Nomsa Motshegare);

Ÿ The Director General of Na�onal Treasury (currently                  

Mr Dondo Mogajane);

Ÿ The Director of the Financial Intelligence Centre (currently        

Ms Xolisile Khanyile ); and

Ÿ A maximum of three addi�onal persons appointed by the 

Governor.

The provisions of the FSRA rela�ng to the establishment of the FSOC 

became effec�ve on 1 April 2018.
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