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NATIONAL ASSEMBLY

QUESTION FOR WRITTEN REPLY
QUESTION NUMBER: 1984 [NW2196E]
DATE OF PUBLICATION: 23 JUNE 2017

1984. Adv A de W Alberts (FF Plus) to ask the Minister of Finance:

(&) What is the Government’'s position with regard to the developing market for
crypto currencies and (b) whether he intends to regulate the market?

NW2196E

REPLY:

The position on virtual or crypto-currencies is that they are currently not regulated (they
operate without the authority of central banks). An alert to this effect was issued jointly by
the National Treasury, the South African Reserve Bank (SARB), the Financial Services
Board (FSB), the South African Revenue Service (SARS) and the Financial Intelligence
Centre (FIC) on 18 September 2014 (attached Annexure A - available on
www.treasury.gov.za), which cautioned members of the public to be aware of the risks
associated with the use of virtual currencies for either transactions or investment. As noted,
the relevant authorities continue to monitor and assess the use of virtual currencies and
consult with private sector stakeholders in this regard. Further guidance or regulations may
be issued, should the need arise.

While the above position still applies, the National Treasury together with the SARB, FIC,
and FSB have also established an Intergovernmental Fintech Working Group in December
2016, to develop an approach and potential revised policy stance towards fintech, including
crypto-currencies, and to deal with fast-emerging fintech matters in the financial sector, like
crowdfunding, robo-advice, machine learning and alternate payment platforms. A balanced
approach is being taken, which is supportive of the objectives of enhanced innovation,
competition and financial inclusion in the financial sector, while also reviewing risks related
to financial customer protection, money laundering and financial stability.
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'USER ALERT
Monito:@gﬁof virtual currencies

The National Treasury, the South African Reserve Bank, the Financial Services
Board, the South African Revenue Service and the Financial Intelligence Centre,
would like to warn members of the public to be aware of the risks associated with the
use of virtual currencies for either transactions or investments.

Virtual currencies are becoming increasingly popular among users to purchase
goods and services, to transfer to another person, for personal use or to hold as an
investment. While there are benefits associated with this new technology, it is difficult
to assess those benefits against the risks of something so novel, innovative and
technologically sophisticated. Users of virtual currencies can therefore become
susceptible to fraudulent or any other criminal behaviour as they may be less
circumspect than usual when faced with the promise of high-retumn investment
opportunities.

Accordingly, we strongly advise users to consider the concomitant risks when
evaluating undertakings involving virtual currencies. The relevant authorities will
continue to monitor and assess the use of virtual currencies and consult with private
sector stakeholders in this regard. Further guidance or regulations may be issued,
should the need arise.

What are virtual currencies and how do they work?

A virtual currency is a unit of account that is digitally or electronically created and
stored. Members of the virtual community agree to accept these units as a
representation of value in the same way that currency is accepted. In contrast to
traditional currencies, virtual currencies operate without the authority of central
banks, and are therefore not regulated.



and Feathercoin. A virtual Currency such as Bitcoin allows users to purchase goods
and services without using a government-backed currency so long as Participants
are willing to accept Bitcoins as a form of payment. Bitcoin js software based and
uses peer-to-peer technology to Operate without the involvement of the central bank
Or commercial banks,

a willing buyer.
Unregulated in South Africa
Currently in South Africa there are no specific laws or regulations that address the

use of virtual currencies. Consequently, no legal protection or reécourse is afforded to
users of virtual currencies.



Risks and challenges users should be aware of:

There is no investor Protection and no recourse

benefits and risks associated with virtual currencies.



recourse to South African authorities.

Questions or comments can be emailed to Financial.Policv@treasug(.gov.za

Issued by: National Treasury
Date: 18 September 2014
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