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INTRODUCTION
South Africa has a well-developed financial market, with 
high trading volumes and an array of asset classes ranging 
from vanilla equities and bonds to more complex OTC 
derivatives. Notwithstanding the entry of several new stock 
exchanges in the financial markets, the largest and oldest 
of South Africaʼs five stock exchanges, the JSE, recorded a 
market capitalisation of R17.7 trillion in 2019, 38.71% higher 
than in 2018. South Africa ranks around 13th largest in the 
world by total market capitalisation. In comparison, Brazil 
ranks 12th and Australia is 11th.

Role-players within South Africaʼs financial markets 
range from banks, corporate institutions and a large 
and well-developed asset management sector, to 
exchanges, securities services providers, issuers and 
various other stakeholders.

Strate (Pty) Ltd is South Africaʼs independent and trusted 
central securities depository, responsible for clearing and 
settlement of transactions across asset classes and the 
electronic recordkeeping of securities. It is licensed by 
the Financial Sector Conduct Authority (FSCA) in terms 
of section 29 of the Financial Markets Act (No. 19 of 2012) 
(FMA).

Taking its lead from the internationally developed Twin 
Peaks models of regulation, the FSCA is responsible for 
regulating the conduct of institutions that provide financial 
products and services, including banks, insurers, retirement 
funds, administrators and market infrastructures. Its aim is 
to enhance the integrity of South Africaʼs financial markets 
and protect customers through fair treatment.

The Prudential Authority (PA) regulates banks, insurers 
and other financial services providers in the South African 
markets. Meanwhile, the mandate of the South African 
Reserve Bank (SARB) is to maintain and enhance overall 
financial stability.

South Africaʼs Twin Peaks regulatory model makes allowance 
for so-called self-regulatory organisations (SRO) who are 
expected to perform certain regulatory and supervisory 
functions in accordance with the FMA.

Strate, as one such entity, has responsibility for setting rules 
and directives for central securities depository participants 
(Participants) with the aim of upholding the stability and 
efficien y of South Africaʼs financial markets.

Strateʼs controlling body (board of directors) has appointed 
Strate Supervision as an operationally independent division 
within Strate to serve the financial markets by monitoring 
and enforcing adherence to the Strate rules and Strate 
directives.

In order to maintain Chinese walls to protect confidential 
information, Strate Supervision reports to the Strate 
Regulatory and Supervisory Committee (the Committee) 
and not to Strate, the central securities depository.

Strateʼs legal and regulatory team, responsible for devising 
the broader legal framework and maintaining the rules and 
directives, also reports to the board of directors.

Strateʼs board of directors provides a fiduciary duty to 
the market infrastructure. As such, several permanent 
committees exist to assist the board in the execution of its 
responsibilities. These are:

Board

Audit and Risk 
Committee

Regulatory and 
Supervisory 
Commitee

Remuneration, 
Nominations and Social 

& Ethics Committee

Participant Failure 
Committee

Urgent Issues 
Committee
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CHAIRMAN’S REVIEW
During 2019, Strate (Pty) Ltd continued to work with 
stakeholders across South Africaʼs financial markets to 
collaboratively strengthen the financial market ecosystem 
and gain greater efficiencies that would ultimately benefit 
end investors. As a company, Strate has been on a new 
journey with a newly established purpose: to serve the 
South African financial markets.

Under the leadership of Chief Executive Offi er, André 
Nortjé, 2019 was a foundational year as Strate recalibrated 
its approach to market stakeholders, moving towards 
greater market collaboration and participation.

This annual regulatory and supervisory report aims to 
highlight how the committee in particular have met its 
strategic objectives to ensure that it successfully carried 
out its duties as a Financial Market Infrastructure in terms 
of the FMA.

Against a backdrop of continued low growth that has 
affected transaction flows, and which continues to affect 
the revenues of many market players, Strate delivered 
several key projects that will bring greater efficiencies
and governance to the wider market. Most notably was 
the migration of the equity custody, settlement and 
corporate action processing system onto the TCS BaNCS 
MI platform. Part of this milestone, and of particular 
interest to the committee, was monitoring and ensuring 
that all Participants successfully tested all applicable 
system functionality in order to seamlessly integrate into 
the new platform.

At the end of June 2019, Dr Maria Vermaas announced her 
retirement after almost 20 years at Strate.  Strate has been 
incredibly fortunate to benefit from Mariaʼs knowledge, 
experience and insights. We are grateful to her for her 
significant contributions and she will be sorely missed.

Consequently, the legal and risk functions were 
combined under Dale Connock as Head of Risk, Legal and 
Governance.

During 2019, extensive effort went into considering and 
defining what makes a great regulator and how this role 
can both serve the financial markets and uphold a robust 
market environment that holds Participants accountable. 
Further work on this will continue into 2020.

2019 once again saw the committee taking enforcement 
action against a handful of Participants that were in 
breach of the FMA and Strate rules. The committee is 
satisfied that the appropriate sanctions were imposed 
against offending entities, where such offenses were 
identified.

Key regulatory changes to take place in 2020 include 
further entrenching the financial regulatory systemʼs Twin 
Peaks model, which sees one regulator for prudential 
matters, the PA, and one regulator for conduct matters, 
the FSCA. This new structure means that Strate reports 
to two regulators. Strate has implemented and aligned 
its own regulatory framework to the Twin Peaks model 
and will continue to update its rules and directives as 
developments take place.

It is anticipated that a new entrant, as well as the 
departure of an existing Participant, is imminent this year. 
The committee will closely monitor these application to 
ensure that any possible systemic risk to the market is 
appropriately mitigated.

We would like to thank and acknowledge all Participants 
whose collaboration and adherence to regulations help 
us maintain the highest levels of governance and trust in 
South Africaʼs financial markets. We thank South Africaʼs 
exchanges, its policymakers and regulators as well as 
all other financial market players for their efforts during 
the year. We extend a special thanks to Strateʼs legal and 
regulatory team, the Strate Supervision team and Strateʼs 
board for their support and commitment during 2019.

Nigel Payne
Chairman: Strate Regulatory and Supervisory 
Committee
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THE STRATE REGULATORY & SUPERVISORY 
COMMITTEE
Roles and responsibilities
The committee is responsible for ensuring that Strate adequately and effectively realises its regulatory, supervisory, 
investigative and enforcement responsibilities as required by legislation and in line with the expectations of Strateʼs 
regulators.

The committee has numerous functions and responsibilities, including:

Approving the making, 
amending and 
rescinding of Strate 
rules and Strate 
directives to ensure an 
adequate framework 
for the regulation and 
supervision and 
Participants is 
maintained.

Overseeing the 
supervision and 
monitoring of 
Participants and 
considering their 
compliance with the 
Strate rules and Strate 
directives.

Dealing with 
disciplinary actions 
relating to alleged 
improper coduct by 
a Participant.

Reviewing the 
findings, actions 
taken and penalties 
levied in respect of 
the supervision and 
enforcement 
programme.

Reviewing the scope and 
magnitude of fines and 
determining if they act 
as a suitable deterrent 
to wrong-doing.

Receiving and dealing 
with appeals against 
the decisions taken 
by the Head of Strate 
Supervision.

Reviewing proposed 
memoranda of 
understanding between 
Strate Supervision and 
other regulatory bodies 
and recommending 
their approval  by the 
board. 

Reviewing the process 
of identifying the risk 
and exposure 
stemming from the 
supervision and 
enforcement of the 
Strate rules and Strate 
directives.

Recommending to the 
board the acceptance, 
suspension and 
termination of 
Participants.

Reviewing and 
approving the Strate 
circular (audit guideline) 
which details the Strate 
requirements in respect 
of the annual audits of 
Participants.

Determining the 
requirement for, and 
scope of, internal or 
external audit reviews 
of Strate Supervision.

Monitoring the 
effectiveness of the 
“Chinese-walls” 
structure between 
Strate Supervision and 
other Strate 
operational areas.

1 2 3 4

5 6 7 8

9 10 11 12

Roles and responsibilities

The key objective of the Strate Regulatory and Supervisory Committee (Committee) is to oversee that Strate adequately and 
e–ectively realises its regulatory, supervisory, investigative and enforcement responsibilities as required by national policy 
and in line with the expectations of Strateʼs regulators.
The Committeeʼs numerous other functions include inter alia:

Roles and responsibilities of the Strate Regulatory and Supervisory Committee: 
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Mr NG Payne 
Member Independent 

Non-Executive

Mr E Masilela 
Member Independent 

Non-Executive

Mr K Getz
Member Independent 

Non-Executive 

Mr SPM Yates
Member Independent 

Non-Executive

Mr MJ Stocks 
Member Non-Executive

Committe members

There were no changes to the committeeʼs composition during 2019.

The following members served on the committee during the reporting period:

FSCA

Representatives of the FSCA attend committee meetings as observers. Any other applicable party (e.g. market experts, 
Strate management etc.) may attend meetings by invitation, if warranted by a specific agenda item. The PA also has a 
standing invitation to attend meetings.

An agenda item involving confidential information relating to a potential conflict of interest, may require a member   
or invitee on the committee to recuse themselves. Examples are where specific Participant-related concerns are being 
considered, or where matters relating to any of the newly licensed exchanges are being discussed.

The committee met several times during 2019. Four standard meetings and eight special purpose meetings (to consider 
either Strate rule and Strate directive amendments, or to consider matters relating to enquiries against Participants) were 
held during the year.
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By Invitation

S Davies

A Nortjé 

In attendance

B Muir - Head 
Supervision

Dale Connock - 
Head Risk, Legal 
and Governance

M Vermaas - 
Head Legal and 
Regulatory1

FSCA

Observers:

S Yates

M Stocks √ √ √ √

E Masilela

K Getz

N G Payne

The table below details attendance at committee meetings during 2019.

Summary of Attendance 2019

A Apology

R Recused
1   Dr Vermaas retired and Mr Connock took over as the Head of 

Legal.

*Scheduled meeting 

#Special purpose meeting

Attendees
18 

February 
2019*

18 
February 

2019#

Members:

6 
May 

2019*

6 
May 

2019#

5 
August 
2019#

5 
August 
2019#

5 
August 
2019*

13 
August 
2019#

7 
October 

2019#

4 
November 

2019#

7 
October 

2019#

4 
November 

2019#

4 
November 

2019*

√ √ √ √ √ √ √ √ √ √ √ √

R

√ √ √ √ √ √ √ √ √ √ √ √

√ √ √ √ √ √ √ √ √A √A

√ √ √ √ √ √ √ √ √ √ √ √

AR RR R R R R

√ √ √ √ √ √A A A A A A

√ √ √ √ √ √ √ √ √ √ √ √

The committeeʼs formal work plan is reviewed and 
considered at each standard committee meeting. The 
activities listed on this work plan are aligned to the 
committeeʼs terms of reference and ensures that their 
duties and responsibilities are carried out effectively. The 
committeeʼs terms of reference are revised and updated as 
and when new responsibilities or activities to be performed 
are identified. Several amendments were made to the 
committeeʼs terms of reference during 2019. 

Committee training programme 2019

Ongoing education and training of the committee remains 
an imperative so that members remain abreast of financial 
market developments and matters that affect the securities 
industry. This ensures that members effectively discharge 
their duties of care and skill to Strate.

To this end, a variety of external guest speakers and internal 
Strate product experts are often invited to present or discuss 
important topics with members prior to the commencement 
of each standard committee meeting. 

During 2019, several training / feedback sessions took place, 
covering topics such as:

•   Research into “what makes a great regulator”

•   Presentation of Strateʼs e-Voting solution

√ R A R R R √ R √ R R A

√ R R R R R RR √ A √ √

R R RA R R√ √

RR √A 1
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LEGAL AND 
REGULATORY REPORT
In 2019, the South African financial regulatory system 
underwent further entrenchment of the structural reforms 
that were implemented in 2018, including the transfer from 
a single regulator, the Financial Services Board, to a Twin 
Peaks model with one regulator for prudential matters, the 
PA, and one regulator for conduct matters, the FSCA. The 
SARB mandate is to deal with financial stability and systemic 
issues. Strate, as a Financial Market Infrastructure is directly 
affected, and is now overseen by two regulators. 

Aside from the establishment of two regulators, various 
new regulatory developments are underway, which will 
give effect to the objectives of applicable legislation. For 
example, new standards are being published as secondary 
legislation in terms of the Financial Sector Regulation Act 
(FSRA) to give effect to the detail matters and broader scope 
of regulation. 

The legal team performs the regulatory functions of Strate 
within the framework of the law. These functions include 
the issuance and amendment of Strate rules and Strate 
directives that define Strateʼs regulatory framework as 
set out in the FMA. Strate has implemented and aligned 
its own regulatory framework to the Twin Peak regulatory 
framework under the new regulatory model and will 
continue to update its rules and directives as developments 
take place. 

The Strate directives were reviewed to support the 
regulatory and operational requirements.

The following Strate directives were amended to cater for, 
among other things:

• electronic voting

• alignment of bond and money market securities

operational procedures

• operational timelines and procedures

• processing of capital events

• changes to the operational procedures for 

unlisted bond securities

• fines

Amended Directives:

• Strate Directive SA.10 - Risk Management

• Strate Directive SA.7 - Requirements for Nominees 

to Operate in the Strate Environment

• Strate Directive SC.1 - Operational Market 

Windows - On-market - Equities

• Strate Directive SC.2 - Operational Market 

Windows - Off-market - Equity Securities

• Strate Directive SC.4 - Processing of Corporate 

Actions - Equity Securities - JSE and Unlisted 

Securities

• Strate Directive SC.5 - Voting Procedure -

Domestic Companies - Equity Securities

• Strate Directive SC.6 - Voting Procedure -Foreign  

Incorporated Companies - Equity Securities

• Strate Directive SC.7 - Operational Market 

Windows - Unlisted - Equity Securities

• Strate Directive SD.3 - Processing of Capital 
Events

- Bond Securities

• Strate Directive SD.4 - Proxy Voting Procedure -

Bond Securities

• Strate Directive SD.5 - Operational Market 

Windows - Unlisted - Bond Securities

• Strate Directive SE.3 - Operational Market 

Windows - Money Market Securities

• Strate Directive SE.4 - Electronic Trade Reporting, 

Matching, Clearing, Commitment and Settlement 

-Money Market Securities

SUPERVISION AND REGULATORY REPORT 2020 8



• Strate Directive SE.5 - Processing of Capital Events

- Bond Securities

• Strate Directive SH.1 - Operational Market 

Windows and Securities Processing - 4 Africa 

exchange (4AX)

• Strate Directive SI.1 - Operational Market Windows 

and Securities Processing - A2X

• Strate Directive SJ.1 - Operational Market 

Windows and Securities Processing - EESE

• Strate Directive SF.2 - Fines Schedule - On-market, 

Off-market and Unlisted - Equity Securities

• Strate Directive SF.5 - Fines Schedule - Money 

Market Securities

• Strate Directive SF.7 - Fines Schedule - On-Exchange 

and Off-Exchange - 4AX

A full list of current Strate directives and Strate practice/ 
guidance notes is available from Strate on request.

The updated Strate rules are available on Strateʼs website 
(www.strate.co.za).

I would like to thank all Participants, Strate compliance 
offi ers, issuers, exchanges, the committee, and my 
colleagues from the operational, legal, risk and governance, 
and supervision divisions of Strate, that once again 
contributed to the development of the Strate regulatory 
framework, for the benefit of investors and the South African 
financial market. 

Anne Njoroge
Legal and Regulatory
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SUPERVISION AND 
ENFORCEMENT 
REPORT
Reflecting on the year gone by, a number of developments 
impacted the division or affected the market as a whole.

During 2019, Strate Supervision continued to focus its efforts 
on monitoring the processes and controls in the revised 
bonds operating model following the implementation 
of Strateʼs Debt Instrument Solution (DIS) project in 
2018. On-site reviews were conducted during 2019 to 
specifically evaluate each Participantʼs bond capital event 
processes and we are pleased to advise that there were 
no material findings to report. Where any areas of concern 
were identified, corrective measures were implemented 
to address such weaknesses. In addition, we monitored 
Participant readiness ahead of Strateʼs equities migration 
to the MI BaNCS platform, and further assisted the Strate 
Academy in reviewing and updating the Strate examinations 
(learning material and examination questions) during the 
year.

The division also conducted research into “what makes a 
great regulator”. In an ever-changing financial market and 
regulatory landscape, it is imperative that we, as a regulator, 
remain abreast of international trends and developments to 
more effectively perform our investigative and enforcement 
functions. One of the key learnings from this initiative 
resulted in us more clearly articulating the value proposition 
and purpose of Strateʼs SRO function. 

To this end, we are pleased to advise that Strate Regulation 
provides a sound and effective regulatory environment 
that supports market integrity, operational efficien y, 
confidence and risk reduction to protect the market. 
Strate Supervision oversees Participantsʼ adherence to the 
regulatory environment, to ensure that market discipline is 
maintained, and financial market risk is mitigated.

It was with great sadness that we had to bid farewell to our 
colleague Dr Maria Vermaas when she stepped down as the 
head of Strate Legal and Regulation. I would like to extend 
my gratitude to her, on behalf of myself and my team, for 
the valuable input and guidance she provided on regulatory 
and other legal and enforcement matters.

As we shift our focus to 2020, Strate Supervision, together 
with its stakeholders, intend to delve deeper into “what 
makes a great regulator” so that any areas  of  weakness 
can be addressed and the most suitable framework and 
supervisory approach, that best serves the needs of the 
financial market, can be adopted. A greater focus is also for 
Strate to create an effective digital access point for efficient
communication with Participants.

The Strate Supervision team has recognised that it needs 
to constantly improve its understanding of the current 
regulatory landscape and the issues that each Participant 
faces. As such, the team and I remain fully committed 
to developing and maintaining a vigorous and effective 
enforcement programme for the supervision and monitoring 
of compliance with the Strate rules and Strate directives, by 
Participants.

I would like to thank all the talented women and men of 
Strate, the controlling body as well as the Participants 
that are steadfastly committed to protecting investors and 
ensuring that our capital markets operate efficientl .

Beverley Muir
Head: Strate Supervision
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Participants

A participant is defined in the Financial Markets Act (No. 19 of 2012) (FMA) as “a person authorised by a licensed central 
securities depository to perform custody and administration services or settlement services or both in terms of the central 
securities depository rules and includes an external participant where appropriate.”

Several developments took place during 2019.

Participation termination:
The following applications for voluntary termination were received and / or approved during 2019:

Participant: Market Effective date of termination:

Computershare Proprietary Limited Money market 31 May 2019

Société Générale Johannesburg Branch Equities, bonds and money market TBC

New Participant applications:
An application to participate in the equity, bond and money market environments was received from ABSA Bank Limited 
in the latter half of 2019. This application was reviewed and considered by Strateʼs controlling body during Q1 2020.

Active Participants during 2019 were:

Citibank N.A South Africa Branch

Entity Equity Bond Money Market

Computershare Proprietary Limited

Eskom Holdings SOC Limited

Link Investor Services

Nedbank Limited

FirstRand Bank Limited

South African Reserve Bank

Société Générale Johannesburg Branch

Standard Chartered Bank Johannesburg Branch

Standard Bank of South Africa Limited
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The values of dematerialised securities under custody in Strate (in R ʼmillion) as at the end of December for each year listed 
below 

Equity

2019 2018 2017

Bonds

Money market

8,014,297

3,493,495

985,459

7,699,438

3,087,462

930,472

8,815,016

2,829,530

874,980

Divisional composition

No changes in the divisional composition occurred during 
2019. The division continues to be staffed with competent 
and experienced individuals who are tasked to monitor 
the activities of, and provide support to, the numerous 
approved Strate Participants.

Strate continues to support a learning culture by creating 
learning opportunities for all staff by encouraging them 
to enrol for accredited training courses and learning 
programmes. During 2020, Supervision will place a strong 
emphasis on ensuring that all divisional staff gain an even 
clearer understanding of our Participantʼs business and 
control environments.

Strate Supervision continues to maintain a significant 
(collective) number of yearsʼ experience in the financial 
services industry. The committee continuously assesses and 
monitors the resources and skills needed to fulfil Strateʼs 
supervisory functions.

Chinese walls

In performing its investigative, supervisory and enforcement 
functions, Strate Supervision is privy to confidential 

Participant related information that needs to be safeguarded 
by Chinese walls from reaching external parties, or staff 
involved in Strateʼs CSD function.

Several policies, procedures and structures have been 
established and enforced between the two functions 
performed by Strate (i.e. the CSD / commercial function 
versus  the  supervisory  function) to avoid confidential 
information obtained as a result of Strateʼs statutory powers 
as a regulator being used, or being seen to be used, to 
provide Strateʼs CSD activities with an unfair advantage.

Whilst Chinese walls within Strate only operate one way 
(i.e. Strate Supervision cannot share information with the 
CSD but the CSD  is not prohibited from sharing Participant 
related information with Strate Supervision), there are 
service level agreements in place with various Strate 
divisions to manage the flow of information between these 
two distinct functions.

We are pleased to confirm that there were no breaches of 
the Chinese walls during 2019.

Equity

2019 2018 2017

10 000 000

8 000 000

6 000 000

4 000 000

2 000 000

0

Bonds

2019 2018 2017

10 000 000

8 000 000

6 000 000

4 000 000

2 000 000

0

Money market

2019 2018 2017

10 000 000

8 000 000

6 000 000

4 000 000

2 000 000

0

Market
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SUPERVISORY ACTIVITIES DURING 
2019

Some of the key supervisory initiatives undertaken during 
2019 are explained in more detail below.

A. Activities undertaken or monitored:

1. What makes a great regulator?

At the request of the committee, Strate Supervision 
conducted research during Q1 2019 into what makes 
a great regulator. One purpose of the research was to 
identify areas where our current regulatory and supervisory 
approach could be improved. The findings were presented 
to the committee at a meeting held in May 2019.

Subsequently, extensive engagement took place with 
Participants to obtain their input on whether Strate 
Supervision displays the various characteristics of what 
makes a great regulator. One-on-one meetings were held 
with each Participant to provide an overview of the findings 
of the research conducted and to gather information 
regarding their perception of the division.

Participants provided feedback from their organisations 
on the collective views regarding the division. Follow up 
engagements are taking place with all Participants during 
Q1 2020 to consider specific comments raised and an action 
plan on how to address any areas of weakness will be rolled 
out.

2. Equites BaNCS migration project (eBaNCS)

During October 2019, Strate migrated its equities asset class 
from its legacy SAFIRES system onto the TCS BaNCS Market 
Infrastructure (MI) system.

The team spent significant time and effort ensuring that 
the divisionʼs numerous equities exception reports, used 
to monitor Participantsʼ activities, could be accurately 
and timeously extracted from the BaNCS system. 
Advantageously, no significant internal processes had to 
be amended to prepare for and support the new equities 
system.

While there were also no significant changes in the 
equity market operational processes, Strate Supervision 
met with affected Participants to ascertain their 
readiness prior to the implementation of the project. 
We are pleased to advise that there were no material 
concerns identified prior to, or even post the migration. 
Corrective measures were implemented to address any 
areas of weaknesses that may have been identified.

3. Fines

a) General

Section 71(6)(a) of the FMA allows Strate to impose 
penalties on its Participants for contraventions of the FMA, 
Strate rules or Strate directives. Several fine schedules have 
been issued, which detail the settlement-related actions or 
activities of Participants that constitute a transgression, and 
the associated monetary fine that may be imposed for such 
conduct.

Strate has adopted a risk-based approach to supervision 
and supports the notion that the primary purpose of fines 
should be to deter unwanted behaviour. Any revenue 
generated through the imposition of fines are not used 
to subsidise the operational functions of Strate or Strate 
Supervision, but are allocated to a Special Purpose Reserve 
Fund (SPRF). Income or funds collected through fines are 
not classified as a standard revenue item for Strate and are 
not budgeted for.

A database is maintained of all fines imposed on 
Participants. Fine statistics are closely monitored and 
reported to the committee on a quarterly basis to consider 
the effectiveness of fines. One-on-one discussions may be 
held with Participants to address any concerns regarding 
any perceived lack of internal controls, where deemed 
necessary.

During 2019, Strateʼs internal audit function conducted a 
review of the divisionʼs bonds finesʼ procedures to ensure 
that fines were imposed in accordance with the applicable 
Strate directives. The completeness and accuracy of fines 
imposed in the bond market was carefully scrutinised with 
no negative findings identified.

Only 0.016% of equity and 0.083% of bonds settlement 
transactions attracted fines during 2019. Only a small 
handful of money market related fines were imposed during 
the year. These figures support the belief that Participantsʼ 
internal controls appear to be effective. Please refer to 
appendix 1 for details of fines imposed during 2019.

b) Automation of fines processes – “Naledi”

One of the ways through which Strate lives its purpose of 
serving the financial markets, is by creating efficiencies
through more accurate and faster processing capability. In 
2019, much work was done to further Strateʼs AI (artificial 
intelligence) capabilities. Ensuring that the division was 
not left out, Strateʼs second robot (Naledi) was introduced 
in Q3 2019 to help the Supervision team process fines more 
efficientl . Naledi, meaning “star” in Sesotho, receives, 
interprets and produces daily fines for a limited number of 
fine categories in the bonds market.
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The automation of fines processing in the equities and 
money market environments will follow during 2020. 
Automation of other  manual repetitive processes is also 
being considered in order to enable team members to focus 
on more value-add activities.

 4. Nominees

In terms of Section 76 of the FMA, the nominee of an 
authorised user must be approved by the applicable 
exchange, while the approval of a Participantʼs nominee 
is the responsibility of the CSD. The approval of all other 
nominees (i.e. clients of authorised users or Participants) 
falls within the ambit of the Registrar of the FSCA.

All FSCA approved nominees, who also apply for Strate 
recognition, must adhere to Strateʼs requirements in respect 
of the provision of beneficial download (BND) files. BND 
files must be submitted in the correct manner, format and 
frequency prescribed by Strate, and any instances of non- 
compliance by such FSCA approved nominees are reported 
to the FSCA on a monthly basis for their consideration. 
Continued failure to adhere to Strateʼs requirements may 
lead to the withdrawal of Strate nominee recognition.

The nature of the incidents that were reported to the FSCA 
during 2019 related predominantly to securities imbalances 
between the records of the nominee and their appointed 
Participant, as well as concerns regarding the validity and 
layout of BND files submitted.

The accuracy of shareholder information provided in BND 
files was also closely monitored during the year.  Where 
any irregularities were identified, these were raised with 
the entities affected and the requisite remedial action was 
implemented to ensure that the integrity of the shareholders 
register is maintained.

No nominee approvals or Strate recognitions were granted 
or withdrawn during the period under review.

B. Supervisory and enforcement tools

Tasked with overseeing the activities of Strateʼs Participants, 
the tools employed by Strate Supervision in performing its 
monitoring functions are vital. Strate Supervision continues 
to ensure that adequate oversight and monitoring controls 
are adopted to manage and mitigate the specific risks which 
the division does, or can, confront. Some of the tools utilised 
by the division include:

Even though Strate Supervision is not directly responsible for 
the regulation and supervision of FSCA approved Nominees, 
such entities are however required to adhere to specific Strate 
Directives. These requirements relate to the provision of 
Beneficial Download (BND) files that must be submitted in the 
manner, format and frequency as prescribed by Strate. Any 
instances of non-compliance are reported to the FSCA on a 
monthly basis for their consideration and further action. 
Continued failure to adhere to Strateʼs requirements may lead 
to the withdrawal of Strate Nominee Recognition.

The nature of the incidents that continued to be reported to 
the FSCA during 2018 related to, inter alia, securities 
imbalances between the records of the Nominee and their 
appointed Participant, as well as concerns regarding the 
validity and layout of the files submitted. 

In addition, a further aspect closely monitored during Q3  2018 
and Q4 2018 related to the accuracy of shareholder 
information being provided in bonds BND files by a handful 

of Participants and Strate Recognised Nominees. Where such 
irregularities were identified, these were raised with the 
entities a‰ected and Strate Supervision ensured that the 
requisite remedial action was implemented to ensure that the 
integrity of the shareholders register is maintained.

During 2018, Strate Recognition was extended to First World 
Trader Nominees (RF) (Pty) Ltd 2018 to also hold bonds 
securities in the Strate environment. No Nominee Approvals or 
Strate Recognitions were withdrawn during the period under 
review.

B. Supervisory and Enforcement Tools:
Tasked with overseeing the activities of Strateʼs Participants, 
the tools employed by Strate Supervision in performing its 
monitoring functions are vital. Strate Supervision continues to 
ensure that adequate oversight and monitoring controls are 
deployed to control the specific risks which the division does, 
or can, confront. Some of the tools utilised by the division 
include:

Supervisory tools:
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Supervisory tools

a) Strate compliance officers

The Strate compliance offi ers (SCOs) appointed by each 
Participant continue to be regarded as a key supervisory 
tool for Strate Supervision. These individuals provide 
confirmation on compliance with, and adherence to, a 
number of operational requirements.

To ensure that SCOs and alternate compliance offi ers 
(ACOs) understand their responsibilities in terms of the 
Strate rules and Strate directives, and remain abreast of 
pending regulatory and market changes, regular compliance 
offi er forum (COF) meetings are held. Such forums are used 
to share compliance and regulatory practices, information 
on market developments and for the exchange of ideas. 
Four such meetings were held during 2019 and were used to 
provide feedback/training on, among other things:

• Strateʼs equities BaNCS migration project 

• Reporting of off-market transactions to the   
 Registrar in term of the FMA 

• Collateral management process

• What makes a great regulator research

• Strate circular amendments

• Directive amendments

In terms of Strate directive SA.6, SCOs and ACOs are required 
to attain 100 Continuing Professional Education (CPE) points 
per annum. SCOs and ACOs must continuously improve 
their respective skills and knowledge in order to maintain a 
clear understanding of the securities and financial services 
industry which is constantly evolving.

CPE requirements aim to increase the professional 
competence of SCOs and ACOs who are expected to 
maintain the high standards of their chosen profession. 
We are pleased to advise that all SCOs and ACOs met the 
CPE requirements in terms of directive SA.6 for 2019.

During 2019, Strate Supervision began an initiative to 
explore ways of further upskilling and empowering SCOs 
and ACOs through possible partnerships and collaboration 
with other professional compliance bodies. This will 
be explored further in 2020 so as to assist appointed 
compliance professionals to more effectively perform their 
roles and responsibilities.

b) Memoranda of understanding (MOUs) with other  
 regulators

Strate Supervision works closely with a number of licensed 
exchanges who, in terms of the FMA, are also regarded as 
SROs and are responsible for regulating and monitoring the 
activities of their respective “members”. MOUs have been 
concluded with each of the exchanges that Strate provides 
securities services to, to ensure that each entity falling 
within each co-regulatorʼs regulatory ambit are effectively 
regulated and supervised.

The MOUs, already in place with a number of entities, 
are reviewed regularly to ensure that the terms of such 
agreements remain valid and relevant. During Q4 2019, 
Strateʼs controlling body approved a separate MOU entered 
into between Strate Supervision and the JSE Settlement 
Authority.

c) On-site visits

The division employs risk-based supervision to monitor 
compliance and review Participantsʼ internal controls.

On-site visits continue to be a highly effective means of 
determining Participantsʼ compliance with the Strate 
rules and Strate directives. Rather than placing reliance 
on information obtained from third parties (e.g. registered 
auditors) or the Participants themselves, Strate rule 11.2.2 
allows the controlling body (and thereby Strate Supervision) 
to conduct on-site visits at Participants.

Routine on-site reviews, whereby every Participant will be 
visited, takes place at least annually. Non-routine on-site 
reviews take place on an ad-hoc basis as a direct result 
of information received about an alleged breach of the 
FMA, Strate rules and/or Strate directives that needs to be 
investigated. Follow-up on-site visits will also normally be 
scheduled to follow up on negative findings stemming from 
a routine or non-routine visit.

During 2019, the primary focus of on-site reviews related to 
the following operational areas:

Routine on-site reviews were conducted to:

• Gain an understanding of the processes,   
 procedures and controls implemented by   
 Participants in the bonds capital event   
 environment.
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• Gain an understanding of the processes and  
 procedures, as well as controls implemented, to  
 ensure that securities accounts, segregated  
 depository accounts and / or central securities  
 accounts are maintained and operated in   
 accordance with client instructions and the Strate  
 rules and directives.

Non-routine (special purpose) on-site reviews were 
conducted to ascertain the existence of overnight debit 
balances of securities.

In addition to the above, various meetings were held with 
Participants, prior to the migration of equities from the 
SAFIRES system to the TCS BaNCS Market Infrastructure (MI) 
system, to ascertain each entityʼs readiness with regards to 
their systems and internal controls.

d) Participant monitoring model (PMM)

Strate Supervision has over time developed a host of 
“supervisory tools” to monitor Participantsʼ compliance 
to applicable legislative requirements. The PMM is a single 
tool designed to provide a holistic and all-encompassing 
performance monitoring mechanism that highlights 
potential weaknesses within a Participant. By monitoring 
trends in Participantsʼ performance, the models act as 
a trigger point (or early warning mechanism) to adjust 
the divisionʼs supervisory approach and intensity where 
applicable.

The models remain flexible and have been designed in such 
a way to incorporate market and industry developments 
which can assist in the effective monitoring of Participant 
compliance. During 2019, the models were simplified to 
remain relevant and updated. The models now only measure 
five operational areas / sectors instead of the previous 11 
sectors. The look and feel of the PMM reports provided 
to each Participant were revised to be more concise and 
provide relevant information affecting a Participantʼs 
performance.

During 2019, the committee continued to review the 
quarterly scores in respect of each Participant.

e) Participant audit requirements / Strate circular

The annual reports submitted by the registered auditors 
of Participants, as required in terms of Strate rules 8.1.4 
and 8.1.5, continue to remain a useful tool to highlight 
weaknesses within Participantsʼ control environments 
and to provide assurance on the operating effectiveness of 
controls implemented.

In order for Strate Supervision to rely on the information 

provided in these reports, and to assist the registered 
auditors in discharging their regulatory obligations, Strate 
Supervision continued to host training session during 2019 
to cover the content of the Strate circular. In doing so, this 
ensured that all stakeholders were kept abreast of market 
developments and / or any changes in the Strate audit 
requirements.

A number of amendments were made to the Strate circular 
to ensure that this guideline remains current and relevant as 
a supervisory tool. Strate Circular 13P/2019 was approved 
by the committee in November 2019. 

Prior to the commencement of each audit engagement 
in 2019, tri-partite meetings were held between Strate 
Supervision, Participants and their registered auditor to 
discuss and agree the audit scope, sample sizes and to 
highlight areas of concern, where applicable.

f) Complaints

We are pleased to report that no formal complaints, raised 
against any of the Strate Participants, were received during 
the year under review.
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Equity transgressions - 2019 

 Debit
 balances of

securities

 Improper
conduct

 Failure to
 appoint
 a Strate

 compliance
offi er

Late funding Overdue  Same day
 without

permission

Imbalances Internalisation  Unauthorised
 ATF/ PM

on RD

 Late
reporting

 Late
committing

 Less than
T+3

 ATF/PM vs.
payment

 ATF/PM with
CBO

Non-
 submission/

 late
 submission
 of bi-annual
 compliance

 offi er
report

0,11% 0,00% 0,00% 0,00% 0,75% 2,14% 0,11% 0,00% 0,21% 61,39% 31,02% 4,28% 0,00% 0,00% 0,00%
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Bond transgressions - 2019 

 Debit
 balance of
securities

 Improper
conduct

 Failure to
 appoint
 a Strate

 compliance
offi er

Late funding  Same day
 without

permission

Imbalances Internalisation Late reporting  Late
committing

 ATF/PM vs.
payment

 ATF/PM with
CBO

Non-
 submission/

 late
 submission
 of bi-annual
 compliance

 offi er
report

 Exceeding
 max

 settlement
cycle

 Unauthorised
 un-commit of
 SARB reverse

 repurchase
transactions

0,31% 0,00% 0,00% 0,00% 52,05% 0,00% 0,00% 0,00% 28,02% 19,41% 0,00% 0,00% 0,00% 0,21% 0,00%
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Money Market transgressions 

 Extension of settlement
 window beyond 16h00

on S

 Improper
conduct

 Unauthorised
 reporting/

 commitment of
 transactions during
 the extension of the
 reporting/ commit

window on S

 Extension of commit
 window beyond

15h30 on S

 Extension of reporting
 window beyond 15h00

on S

 Failure to appoint a Strate
compliance offi er

Imbalances  Late
reporting

0,00% 0,00% 0,00% 100,00% 0,00% 0,00% 0,00% 0,00%
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The fine in respect of late reporting remains suspended until further notice

Fine statistics provided above indicate all fines levied - whether incurred by a Participant, counterparties or clients of a Participant

*

*

.

.
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