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From AC
TCF workshop
Our workshop on 22 January was well attended – we even had one of our competitors along to see what was going to be said
as well as representatives of SAIA and the
FIA. An overview of the event will be in
the Insurance Gateway shortly and there
will be a full copy of the presentations available via our website, which will include the
answers provided by the FSB to all the submitted questions. The portion of the presentation done by ourselves is as close to a formal Guidance Note as you need on how to go
about the process of implementation and monitoring of your results.
Did we all get what was expected from the event? It is probably fair to say that there
were mixed views.
Those that were fairly well
advanced with both their
own implementation and the
all important mental shift to
accepting an outcomes based
approach rather than rules
based all said that they found
the event useful in that it provided reinforcement for what
they had already done and
satisfaction that they were on
the right track and some use-

For those that have yet to get their heads around the outcomes based approach seemed
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had been asked. But that is the thing about TCF, being outcomes driven many of the
questions only become obvious when you actually get stuck into applying the principals
in a practical way.
For those that have yet to really get started on their TCF project, which was a large
portion of the attendees, we hope they got a good grasp of what the concept of TCF is
adopted into their business and that the manner in which this is done and the results it
will achieve which, whilst driven by the same principals, will likely produce different
approaches and different outcomes for each business.
As we said at the workshop we can’t help you with the acceptance of the principals and
setting the standards from the top but we can assist with aspects such as a gap analysis
and/or implementation and on-going monitoring of the desired outcomes. If you want to
chat further please call Peter Veal.

More staff changes at AC
December saw us lose the services of Suzette Applasamy from the insurer UMA division and Kele Mokgosi from our Motor division.
We have reallocated the insurer work between Craig, Peter and Bryan – with each basically “taking back” those clients they handled prior to Suzette’s arrival, although Peter
will be looking after all insurers as a result of these changes.
In the Motor division the development of Pranisha and Faeeza has been escalated to
vision, Michael Slater, who joins us from a legal practice and is an admitted attorney.
From February we also have a new support staff member to back up the motor team,
Morag Ormrod. Morag was with Pretium Services (one component of the AC merger) in
their early days so is well used to the compliance process plus has over 30 years Shortterm insurance experience.
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28 February is the deadline for submission of these reports for the period ending 31
December 2013. For those clients on a support service contract we will be working with
you to ensure these reports re both understood and submitted.

Our recent blogs have been:
Conduct of Business returns – dealt with the discussions underway on an increased level of reporting by insurers the FSB want to have in place. It will impact on all binder and outsource agreement holders as they will need to feed this
level of detail to their insurers. Click here to read the full article. Subsequent to
the article further detail around the results of the initial meetings with the FSB
became known. It is clear from this that this level of reporting will take a number
of years to reach the desired level of detail as in many cases the insurers simply
do not have it nor the systems to collect and report on it.
Treating Customers Fairly – dealt with the release in December 2013 of the FSB
document entitled TCF implementation update and baseline study feedback
report - a 129 page document. We summarised some of what we felt were the
important items mentioned. Click here to read the full article.
The Financial Services Laws General Amendment Act, 2013 was gazetted in
Long-term Acts around how a broker can get paid. Click here to read the full
article.
All our blogs are now being published on Insurance Gateway in their press
rooms under Short-term Professionals.

Twin Peaks
We are increasingly being asked what Twin Peaks actually means – especially with TCF
very much forming part of this new approach. The draft Financial Sector Regulation
Bill, 2013, which will star t the formalities on implementing the Twin Peak structures,
has now been released and National Treasury has invited comment on the Bill. If you
want to learn more about what Twin Peaks is and its likely impact this is a good place
to start.
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To quote from the media release upon publication of the draft Bill:
-

-

-

-

-
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tor, especially insurers and will change the whole structure of how and who supervises
the sector. If you would like to see the draft bill and related documents go to;
www.treasury.gov.za/twinpeak

Protection of Personal Information Act (POPI)
We have developed a basic gap analysis tool with the intention of providing a service
to assist clients with identifying the areas that need attention as a result of the Act. We
have to admit to struggling a little as the various industry sector codes that are needed
be in the detail and whilst a high level gap analysis will add value to an organisation’s
understanding of the areas needing changes it should be understood that the detail still
has to follow.
We understand that SAIA and ASISA are both busy with developing codes for their respective sectors although their time frames for completion is not know.
The FIA have released a PROTECTION OF PERSONAL
INFORMATION
NOTICE
that deals with the required
disclosures on the use of a client’s personal information.
This is a stand-alone document
and we wonder if it is not better incorporated into the FAIS
disclosures. It will be a matter
of preference for each entity
but at least the FIA document
will get the debate started.
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Remember POPI has yet to get an effective date and once that happens there will be a
transitional period of 12 months to fully implement all the required controls. Some are
saying this period may be as long as 3 years.

Lead generation – will payments for these be regulated?
We understand that the issue of payments for leads, which as we all now is a very common occurrence in certain sectors, does form part of the Retail Distribution Review.
Given the change to the sections of the Short and Long-term Acts (see our Blog on The
Financial Services Laws General Amendment Act) it seems there could well be changes.

From the FSB
An update on the development of the Regulatory Exams (Res) was issued on 10 December. It contained a range of statistics on the different REs as at 17 November 2013. The
key numbers were:

Total number who have to

RE1

RE5

15, 138

N/A

n/a

117, 447

write who were appointed
prior to 31/12/2010
Total number of registered
reps as t 17/11/2013
Total that wrote

13, 230

72, 095

Total that passed

12, 316

66, 253

Total exemptions in place

n/a

15, 749

A guide for FSPs to check RE status on line is now in place.
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Go to www.fsb.co.za,
Click on FAIS,
Click on “Regulatory examinations”,
A PDF format guide can be downloaded – it is below the list of preparation
guides.
Or access via this link:
https://www.fsb.co.za/Departments/fais/regulatory/Documents/GUIDE%20FOR%20
FSPs%20-%20Checking%20of%20RE%20exams.pdf

The new exam fee applicable i.e. R1, 050 applicable from 20 December 2013,
That both Moonstone and the FPI are up and running exams again for 2014.

www.faisexams.co.za and www.re.fpi.co.za
Work on the possible combining of the RE1 and RE5 exams continues but the
FSB stressed that people who need to write under the current structure should
not delay sitting exams in the hope of the “combo” exam becoming available.
The work on the second level exams started with a meeting on 27 November
2013 – no other details were provided.

provider appointed to start writing the exam. They hope to have a provider in
place by February 2014.
Click here to get a full copy of the update.

10

have added in which are approved for KI appointments as well.

IISA
DeSIgn At I o n

QuAl
no

356

Fellow
(FIISA)

124

Q u A l I f I c At I o n t I t l e

ID no

level

FELLOWSHIP OF THE CHARTERED
INSURANCE INSTITUTE (FCII) FOREIGN QUALIFICATION

FSB006

FOREIGN QUALIFICATION

Short
term
PerS
lIneS

Short
term
comm
lIneS

KI

G
College of
Insurance

ADVANCED DIPLOMA IN INSURANCE
MANAGEMENT

creDItS

7

120

6

108

G

FSB0202
UNISA

93
PROGRAMME IN RISK MANAGEMENT

278

Associate
(AIISA)

808

75949
College of
Insurance

DIPLOMA: INSURANCE (SPECIALISATION IN SHORT-TERM INSURANCE)

ASSOCIATESHIP CHARTERED INSURANCE INSTITUTE (ACII) FOREIGN
QUALIFICATION

G

6

120

S

S

N

20412
CII / College
of Insurance

FOREIGN QUALIFICATION

S

S

G

FSB0133
UNISA

304

232

232

IISA PROGRAMME IN ADVANCE
INSURANCE PRACTICE

College of
Insurance
HIGHER CERTIFICATE: SHORT-TERM
INSURANCE

120

5

120

S

S

G

5

120

SP

SP

G

5

120

S

S

G

5

120

S

S

G

20411
Milpark Business School

HIGHER CERTIFICATE: SHORT-TERM
INSURANCE

G

6
FSB044

83526
UNISA

669
Licentiate
(LIISA)

IISA PROGRAMME IN SHORT TERM
INSURANCE

76546

NATIONAL CERTIFICATE SHORT
TERM INSURANCE
212

57918
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INSETA
218

FURTHER EDUCATION AND TRAINING CERTIFICATE: SHORT-TERM
INSURANCE

4

150

S

S

G

4

160

S

S

G

4

140

S

S

G

4

120

S

S

G

49929/66610

INSETA
219
IISA Member
Level 3

FURTHER EDUCATION AND TRAINING CERTIFICATE: SHORT-TERM RISK
MANAGEMENT

57613G

INSETA
213

NATIONAL CERTIFICATE: RISK
MANAGEMENT

24396
INSETA

212

NATIONAL CERTIFICATE: SHORTTERM INSURANCE

21796

at the FSB as it has received a number of challenges as to its fairness.

longer need to get a separate approval – which makes sense. A formal notice to this effect is due
shortly.

Board Notice 260 of 2013 – Amendment of Fit & Proper requirements
and accompanying measures
Another late December release and effective from 1 January 2014. The main aspect that has a meanapplicable). The old rule has 31 December of the second calendar year as the deadline. This has now
been changed to:

pointment.

Practically this may have the effect of extending an existing persons deadline by 6 months OR reduc-
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ing the deadline by 6 months depending on what their Date of First Appointment (DOFA) date is. Care
deadline may well now be 30
June 2014. For example if a rep
has a DOFA date of 1 February
2012 their old deadline was 31
December 2014. Under the new
rule their 24 months runs out on
31 January 2014 but they have
until 30 June 2014. This category
of Rep may need to escalate their
plans.

No reasons have been provided
for this change.

We had recently completed an
exercise amending all clients rep
ber deadline and will now have to start changing them all again.

From the FAIS Newsletter of December 2013
Penalties for the late submission of return
Section 41(2)(a) of the FAIS Act allows the FSB to impose penalties upon Financial Services Proreport(s)]. To date no such penalties have actually been issued – but things are going to change.

A decision has been taken that during 2014 the FAIS Department will begin imposing penalties upon
those FSPs who fail to submit their returns by the relevant due date. Such penalties will be charged
for every day that the returns are submitted late.

FSPs are therefore urged to ensure that their returns are up to date and to ensure that all future returns
are submitted on time to avoid being penalised.
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All authorised Financial Services Providers (FSPs) are required to:

1.
2.

Submit their annual compliance report(s) to the FAIS Department by the applicable due date (depending on the category of license granted).

Extensions:
No extensions will be considered or granted on the submission of the annual compliance reports;
In terms of section 4(1) of the FAIS Act, FSPs may apply in writing to the Registrar
application for extension must be fully motivated as to why the extension is required.
To download a full copy of the newsletter click on this link.

A Guidance note for sole proprietors
Was issued by the FSB in late November. If this is you click here to download a copy
of the note, which seeks to provide clarity to you on various FAIS issues and how they
affect you. Click here to download the document.

Well at least the FSB have invited comment on the proposed change – but from the
language used in the proposal it seems a foregone conclusion it will change. What
the change will allow for is the inclusion of investments in a money market portfolio,
which to date has been excluded as the returns were not guaranteed and realising these
investments could lead to a loss. The registrar has softened the view on these due to
the regulator y framework in place for these investments as they have a low investment
risk. Maybe the main reason is that such investments are allowed as liquid assets in
other entities/regulations administered by the FSB – so consistency is the order of the
day.
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The deadline for submission of comments is 28 February 2014.

Micro insurance
surance legislation. To quote a SAIA release on the subject:

-

Update on Progress of the Solvency Assessment and Management
(SAM) Project
The FSB issued an update letter on 17 December. The content is quiet technical by
nature and for a limited audience from our client base so anyone in need of a copy can
send a request to info@associatedcompliance.co.za

Global Credit Ratings (GCR) has become one of only two credit-rating agencies licensed by the FSB under the newly enacted Credit Rating Services Act.

Exemptions from RE5
Board Notice 286 was issued late last year with the names of all those exempted from
RE5. We will be checking these as best we can as the notice has no FSP details – just
names. If you would like a copy so you can check if your staff have been included
please let us know on info@associatedcompliance.co.za
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From the Financial Intelligence Centre (FIC)
The FIC will be hosting Compliance Awareness Road Shows for accountable and
ment of its obligations in terms of section 4 of the Financial Intelligence Centre Act
No. 38 of 2001, as amended, (the FIC Act).
Accountable and reporting institutions are requested to attend the Road Shows with a
view to enhancing their awareness of compliance and enforcement matters in relation
to the FIC Act.
You are invited to join us at the Road Shows. Attendance to the Road Shows is FREE
director, or the owner of the business.
Note that all bookings must be done online. Since there is limited space available per
Road Show, it is recommended that bookings be done as soon as possible. To book
your seat, visit the FIC’s website (
) or click here. You will be asked to
provide your details and to select the venue of your choice.
Queries relating to the road shows can be directed to 0860 222 200.
DATE

CITY

VENUE

04 February 2014
06 February 2014
06 February 2014
07 February 2014
11 February 2014
13 February 2014
18 February 2014
19 February 2014
24 February 2014
27 February 2014

Johannesburg
Nelspruit
Port Elizabeth
East London
Polokwane

Montecasino
Protea Hotel
The Kelway Hotel
Premier Hotel Regent
Fusion Boutique hotel
Mmabatho Palms Hotel
Crystal Towers Hotel and Spa
Protea Hotel King George
Protea Hotel Umhlanga Ridge
Corporate Boutique Hotel &
Conference
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Cape Town
George
Durban
Bloemfontein

From the IISA

Click here to view the invitation.
Some powerful speakers and well worth a visit – and for those seeking CPD hours
even more reason to attend, not just because you get some hours bit because this is
what CPD is all about – upskilling yourself by continuous development events such as
this.

Interesting things we have read
COVER magazine December 2013 – article by Patrick Bracher of Norton Rose Fulbright on the regulator’s proposals to strengthen the regulatory framework on third
party cell captives.
Moonstone 13 January 2014 – a follow up article on fees charged on an endowment
– a good example as to
how TCF will be used to
look at such situations.
Read more.
FANews 16 January
2014 – article on a repudiation of a motor
loss based on very poor
detail in an incident that
occurred in 2012. We
wonder what the client
has done between then
and now. Interesting that
FANews refer to the effective date of TCF as 1 January 2014 in the article – which as
we all know is not correct. It is a pity the name of the insurer is not disclosed – that
has to be the best way to get insurers to apply some fairness to repudiations. Click here
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to read the full article which continues on our website. Click here to read the full article which continues on their website.

Moonstone Monitor – December 2013 – with extracts from the FSB
annual report
A total of 10 297 FSPs were categorised. Interestingly, the number “only” decreased
by 493, but a closer look at the table below shows a marked decline in the number of
small FSPs from 6 839 to 3 362 – a loss of 3477, or nearly 51%.
pervision approach as at 31 March 2013. The categorisation was changed with the introduction of a Medium-High Impact (MHI) category. During the period under review,
the emphasis was placed on off-site monitoring of High Impact and MHI FSPs.

High Impact
Medium-High Impact
(MHI)
Medium Impact
Small-Medium Impact
(SMI)
Small FSPs
Total

2012/2013

2011/2012

283
973

262
0

3 411
2 268

2 331
1 358

3 362
10 297

6 839
10 790

Risk Assessment Visits to FSPs
A total of 643 FSPs received visits. Of these, 490, or 76.2% occurred at the medium to
high impact categories.

improvement was noticeable during the period under review. The overall understanding of Key Individuals and Representatives with regard to compliance was far better,
which can mainly be attributed to the knowledge gained in their preparation for the
regulatory examinations. The following issues of concern were noted:

18

Description

Percentage occurrence %

Sections 4 and 5 of the General Code of Conduct (GCOC): Disclosure of documentation is
non-compliant

35.40

License conditions: Business information is not
updated within 15 days of change taking place

26.55

Good business practices are not followed

20.06

None-compliance with part VIII of the Determination of Fit and Proper Requirements: FSPs not
having a business continuity plan in place

16.81

Sections 11 and 12 of the GCOC: FSPs of which
the Risk Management Plan is inadequate

16.22

No register/records kept of training undergone
by key individuals and representatives

14.75

Section 7 of the GCOC: Disclosure made to
client in terms of the product and services are
inadequate

14.16

Non-compliance with part IX of the Determination of Fit and Proper Requirements: FSPs not
ments

14.16

Section 3A of the GCOC: FSPs that have not
9.44
of interest management policy
Corporate governance measures are inadequate

8.85

How do you rate yourself on the “common” problem areas?
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The following tables provide insight into how compliance related matters changed
since 2010:

Regulatory action
2010
Complaints
Debarments
Regulatory
action

2011
817
1 006

2012
901
1 168

2013
628
1 163

1 027
2 056

2 258

3 930

4 760

3 521

Suspension and withdrawals
Suspension
Lifting of
suspension
Withdrawal

2010
424

2011
1 778

2012
2 458

2013
1 489

13

623

1 158

863

342

1 496

1 149

489

2011
543
66
101

2012
589
54
78

2013
895
90
147

Debarments
2010
14(1)
439
14A
29
Reappointment 82

An article by Patrick Bracher of Norton Rose Fulbright on his views as to binder fees –
interesting perspective - worth a read. Does it tell us what may change?
Click here to read more.

Industry welcomes debarment of top adviser:
personal character qualities of honesty and integrity”.
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FIN 24:
nonsense-from-advisors-20140120
AND
FA News: Click here to read the full article which continues on their website.

Insurance Gateway January 2014
The Value of Good Advice – an article from the FIA. Click here to read more.
Internal Audit: Key hot topics for 2014 An article from a Deloitte publication by George Cavaleros (CA (SA), CFA, CIA),
partner at Deloitte. Whilst most of our clients don’t have an internal audit team or
function you may think this is not for you – but many of the issues raised most certainly are. Another thing we found of interest was just how close we get into the internal
audit space with the work we do and are increasingly moving towards. Click here to
read more.

Catherine Cooper, Director, Compli-Serve KZN. Whilst written by one of our competitors we could not agree more with the sentiment of this article. Click here to read
more.
SAIA Updates – November 2013
Click here for the SAIA Insurance Risks Update and here for the Governance Risks
Update.
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CONTACT:

Johannesburg Address:
Ground and First Floor Building B,
RPA Centre,
180 Smit Street,
Fairlands, Johannesburg
Email:
info@associatedcompliance.co.za
Tel:
011 678 2533 and 011 431 1183/4
Fax:
011 678 7731

Pretium Services - www.pretium.co.za
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