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From AC
Additonal staff
During the last month we have secured the services of two additional
staff members:
Nontando Mzayifani joins us on the
1st March. Her primary role will be
once she has settled in she will be
taking over the role of invoicing
and credit control which till now has been managed by Faeeza Rasool as well as all acrecently been lecturing on Pastel. She has also been a representative with Old Mutual
in their group schemes division for over 6 years and has completed her RE1 & RE5.

all three of our divisions.

years. Given her experience and background she is ideally suited to tale over the role of
managing the the UMA/Insurer division.

VAT, Invoicing and Debit orders
We have our VAT registration in place and as a result all invoicing for the month of April
deatils noted on them for those of you still not paying via debit order.
On the subject of debit order, we will be contacting all of you not using this method ofPayment to persuade you to move over. If you would like to have a debit order authority
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in the meantime please contact nontando@associatedcompliance.co.za

FSB licence for AC
-

2013 annual FSB compliance reports
The format of this years report has been released for comment by the industry. There is
mat – the dropping of the development option when answering a question. For those
with some years experience in submitting
reports you will recall that a question could
of development. This was generally used as
a means of saying the FSP was working on
management structures may be in place but not documented so the answer to the question as to whether an FSP had risk management plans in place could be answered Yes
& Development, with the development tag referring to lack of documented procedures.
This year that option will not be available. So in the example supplied, assuming the
lack of documenting of the risk management plan is still an issue, the answer would
have to be No – as compliance with the requirement is not complete. Yes can only be
used if all aspects of any one requirement is total.
We will be using the last reporting quarter of the 2013 reporting period i.e. March – May
to prepare for the annual report submission. A special report format has been developed
to do this and will enable, amongst other things, any shortfalls that demand noting in the
annual report can be addressed prior to the reporting date of 31/5/2013, although of you
are seen late in May your time lines will be more pressing than those seen in March so
would suggest some action prior to our meeting in the fourth quater would be advisable.
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and related Guidance for compliAs those of you who have had the privelege of an FSB on site visit the issue of Risk
Management plans is always on the subsequent risk mitigation plan. The required
detail demanded by the FSB has always
been debated as to its relevance given the
wide range of size and types of FSP thus
differing advice has been put out by comsults in confusion by clients when asked

member, has undertaken a project to review the current regulations, in conjunction with
the FSB who also sit on this committee and attempt to provide Guidelines to compliance
-

As a matter of interest the FSB’s view is that the wide ranging approach taken on applicable legislation is needed.
We will keep you posted on developments.

Suspicious transactions involving insurance
Have you ever wondered why we ask you whether
you have come across any potentially suspicious
transactions? Well, we do because the threat is real
insurance cover for a money laundering scheme!
Let’s refresh your memory!
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Here are a few examples, provided by the International Association of Insurance SuApplication for a policy from a potential client in a distant place where a compaThe client accepts very unfavourable conditions unrelated to his or her health or
The transaction involves use and payment of a performance bond resulting in a

The client requests an insurance product that has no discernible purpose and is
reluctant to divulge the reason for the investment
Insurance policies with values that appear to be inconsistent with the client’s
insurance needs.
The applicant for insurance business shows no concern for the performance of
the policy but much interest in the early cancellation of the contract.
The applicant for insurance business appears to have policies with several institutions.
There are numerous other examples from the Life, non-life, reinsurance, claims etc in the
document from IASA so if you need a copy of the article, maybe to include in internal trainng
or for distribution to staff then please submit a request to: info@associatedcompliance.co.za

Policy fees (Section 8 (5) ) charged by brokers – more debate
This issue was recently discussed by two different forums under the ausoices of the
Outsource/binder regulations relating to the charging of fees to clients was to be seen as
a material breach of the FAIS Act and thus is reportable to the FSB.

this issue. Some members of the two forums felt that the earning of fees from clients is
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one of the two forums referred to, were quiet clear that in their view this was a FAIS
of the regulations, notwithstanding the grey areas that do exist, fees being charged are

where there were on-going breaches in the client fee charging areas.
As a practice we have been
taking the stance of providing
input to clients around this issue and will continue to do so
because whether or not this is
a FAIS issues, although we believe it is, as referred to in our
Service Level Agreements given its impact on our clients we
feel we need to be assisting in
your understanding of this area
of regulation.
The expected letter offering clarity on the so called grey areas has yet to be released. We
are given to understand that this will be out by the end of March.

The Financial Sector Code (FSC) and BBBEE
Whilst not our primary focus the impact of these two pieces of legislation are important
and affect many of our clients, and ourselves. It is not easy to make a summary – it has

companies. Therefore it is important for all FSPs conducting business under the follow-
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The management of retirement, pension and collective investment scheme as-

Management of investments on behalf of the public, including, but not limited
-

Underwriting Management Agents

There are also different scorecards for different types of entities i.e. whether it is an

In addition to the seven elements that needs to be complied with, there are an additional
Financial Services. The objective for additions of these elements is to hasten transforserved.
See Interesting things we have read for a couple of related articles.
So best you get your heads around the topic. We have copies of both documents if you
would like copies.

Are RE exam costs going to rise?
The current fee for the Regulatory Exam is R900 and will remain so until 31 March
2013 according to one of the examining bodies Leselo. They do however advise that this
fee might increase from the 1st April 2013 however the FSB have yet to advise regarding this.
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Replacement product advice
ASISA have released a new Replacement Product Advice Record for use with life and
investment products that are being replaced. All well and good but it is not aligned with
so would have made the FSPs task that much easier – now the have to complete the new
form and still ensure they follow the code of conduct – which is referred to in the ASISA
documemt via a declaration to the effect the advisor has followed the codes requirements! Why not make the form one and the same? Now the advisor has one extra piece

The need to verify the status of representatives FAIS status

of the FSP there is no need to look at the status of each and every representative. This
opinion is untested but does seem to be a practical view and one that would make the
follow but we have to admit that many clients are following this practically anyway. As
we get more information on the views expressed we will keep you advised.

From the FSB
FAIS Newsletter
The most recent edition was released in February. It deals mainly with the results of the
recent survey undertaken with FSPs as well as the changes to the solvency standards we
dealt with by us in last months Newsletter.
ftp://ftp.
fsb.co.za/public/Faisdep/Newsletter/NewsletterVolume_13.pdf

Regulatory action being undertaken
Intention to suspend letters have been submitted to all sole traders as a result of

10

failure to complete RE exams i.e. did not attempt by 30/6/2012
Intention to suspend letters will have been submitted by the end of February for
non-ppayment of 2012 levies
Intention to suspend letters for KI’s who failed to attempt their RE’s before
30/6/2012 will be done once the above two items have been dealt with
Intention to suspend letters for reps who failed to attempt their RE’s by
30/6/2012. This exercise will include the the intention to take action against the
-

The last list of suspended and withdrawn licences was published on the 19th February
2013 – if you need a copy

These are still in project planning stage. The need for a formal extension of the deadlines
and the impact on on-going supervision is understood by the FSB.
At the most recent Forum meeting the impact on the examining bodies of the delayed
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role out of these exams was questioned as the delay is obviously impacting on the pro-

FSB workshop 7/3/2013
To late to book as it was oversubscribed almost before most of knew it was even going
to be held. There are some interesting agenda items so if anything meaningful comes out
of the workshop we will get details to you.

Twin peaks regulatory model
cently. A discussion document has been released – some 70 plus pages - and comments
have been requested by the 8th March.

If you would like to know more about what Twin Peaks is all about the document can be
downloaded from the FSB’s site www.fsb.co.za

From the FAIS Ombud
A summary of one of the latest rulings courtsey of Moonstone
an advisor placed the funds of two clients in the Dynamic Wealth MR Property Fund,
from which they also drew an income. About six months after the investment, the
clients noticed that their capital had decreased substantially. The complainants alleged
that, contrary to their expectations, and requirements, their funds were placed in a high
risk investment.
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The MR Property had a mandate to yield a return of 15%
At the time, Sanlam’s Money Market Fund yielded 8.7% per annum
The MR Property Fund, in the preceding three years, delivered returns of
29.64%, 26.67% and 23.36%.
He contended that the fund was a low risk investment, whereas the Ombud was of the
view that an investment, of which 80% of the asset allocation was in property, could not
be viewed as such.
To try and get a balanced perspective, I reviewed the Moonstone rates for 2004 to 2006.
Both guaranteed annuities and money market rates hovered around 7.5% during this
time.
The average investor, given the choice between a 20% plus track record, versus a guarantee of around 8% going forward, would regard it as Hobson’s choice – a no-brainer.
Except that the two investors had a pension income of only R3000, and wanted to use an
inheritance to supplement this to the best of their ability.
There are a number of issues at stake here:

A client, given the choice of a guaranteed return, versus a much higher yielding
one, with a proven track record, would be hard pushed to go the safe route.
on an excellent track record over the preceding three years?
Apparently, no alternative recommendations were made to the client. In view of previous high returns of the MR Property Fund, it appears unnecessary. This was done in
be faulted for recommending this fund?
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Perhaps the answer lies in what the Ombud stated in her previous determination:
“ It must be said that the test for any FSP is not whether or not the investment is successful or proven, but whether or not the investment is suitable for a particular investor

To view the full ruling click here.

From the FIA
FIA membership – should
courage membership
The FIA are looking to expand its
membership base and as part of
thier initiative they approached

Peter sit, to ask if the members of
that forum, given their interaction with a FSP’s at all levels we are being asked if they

Whilst the Forum itself does not have the authority to sanction membersip of the FIA

its own decision as to whether it chose to promote the organisation. We are often asked
if it is worthwhile joining – is the fee worth it - clients ask. Our response is that only if
you are part of the structure can you work with it and add to the debates and discussions
that do go on with the FIA and by the FIA with the authorities. The more people they
represent, the more input they get the more voices they can say they are representing and
thus the more effective they can potentially be.
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If you want to know more go to

process.
alignment of the various codes that affect the broker in the delivery of their services to
clients. The matter was discussed by the FAIS Exco and to quote the output from that

this will be pursued further by the FIA.
The FIA are holding a series of regional conference during March & April. For details of
dates and venues

From the IISA
The IISA released their News@iiSA Newsletter late in February which dealt with their
stating that the FSB version was not yet active.
So lets clarify. If you are a member of the IISA, especially the holder of a professional
designation i.e. licentiate, Associate, Fellow then you need to comply with the IISA’s
-

of that demanded by the FSB requirement, although until the FSB formally reintroduce
they may make changes.
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be accepted by the FSB so compliance with one, the IISA, will tick the box of the FSB

any of their events should be seen as such and not an obligation to achieve your hours.

of faliing to achieve your minimum hours each year. Failure to achieve will resul in the
loss of your professional designation and the loss of a professional designation will be
seen as a FAIS Fit & Proper issue and one that the FSB will need to be advised of. It is
not clear at this stage what actions the FSB will take as a result of such a loss of designation but it is a space you do not want to be in.

From the FIC

partment of Home Affairs can be used as a valid document for proof of identity as de-

Interesting Articles we have
read
Insurance Gateway
– IG e Zone January
2013
An article that shows
there is a net growth in
employment within the
insurance sector and
highlights reasons why, and the numbers, of people who have left. Read More
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The implications of the B-BBEE Codes of Good Practice (CoGP) proposed
amendments

Read More
Financial Sector Charter Access Standards and Scoring Methodology
Read More

COVER Connect 13/2/2013 – TCF: Key lessons from the UK
sons there are to be learnt. Read More

From Moonstone – The real cost of compliance
Given that this is a constant discussion with clients we thought a full copy of the article

“FAnews, Third Circle Asset Management and the Institute of Practice Management
there are also two kinds of advisors out there – those who are properly prepared to take
on the challenges brought about by compliance, and those who are busy digging their

strongest motivation for this is the choice to delegate this function to an expert, while

A major hidden cost of compliance is the impact thereof on the production time of the
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The survey result publishes the following interesting calculation:

adviser can charge in that time, then the monthly cost of compliance-related activities

ry exams, continuous professional development and treating customers fairly, to name

This, in turn, will lead to the service only being available to the very rich, which is the
exact opposite outcome of one of the main drivers for regulation – exclusion of the

There is an urgent need for the industry and the authorities to have frank and open disto emulate what happens in Europe and Australia, the demographic and historic reali-

Proceeding at the present pace will merely lead to the earlier demise of an industry that
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FA News 20/2/2013: LANDMARK JUDGMENT SEES TRUSTEES PAYING OUT R1M.
Deals with the case against the trustees of Medshield following its placing under curatorship late last year.
which continues on their website.

Wi Fi Smart pen
We have seen these before but this seems to be the next generation of pens that recrd
everything you write and talk about at meetings. Not sure it’s a total record of advice
solution but may assist certain people. Go have a look @ www.livescribe.com
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