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From AC
The F&I’s Guide to Treating Customers Fairly
During every 12 month period we carry
out approximately 2000 monitoring visits
of F&Is (Finance and Insurance Practitioners) around the country. It follows that over
the past 10 years we have naturally gained
a complete understanding as to exactly how the F&I works, and the tactics adopted by
F&Is to sell their insurance products.
The old adage of ‘insurance is not bought, it is sold’ definitely applies to the F&I, and
despite the large number of motor dealerships that believe that the F&I is only required
to be licensed for intermediary services, it is very clear to us that those dealerships
are sailing close to the wind
when it comes to FAIS compliance.
The reports we produce for
each representative after every
visit embrace all aspects of
corporate governance and the
General Code of conduct. We
comprehensively address the
processes that the F&I follows during the selling process as well as the content of
the written record of advice
which the F&I hands to the
client, which we demand includes full details as to why
the products sold meet the
client’s needs. We then score each F&I on a test-list basis and we provide a ‘clean bill of
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health’ only if the F&I scores a full 100%.
Over the years, a professional relationship has developed between the F&I and our compliance officers so, as expected, our compliance officers are frequently approached to
provide information and guidance relating to TCF (Treating Customers Fairly).
We explain that ‘in a nutshell’ TCF is just a matter of selling the right product to the right
person for the right reasons at the right time and at the right price. Sadly, this is much
easier said than done, so we decided to compile a ‘handbook’ for F&Is which we have
entitled “The F&I’s Guide to Treating Customers Fairly”. It is not long, and we have
written it in easy-and-quick-to-read language.
In compiling it, we had to presume that every dealership has some form of ‘Treating
Customers Fairly’ statement in place which sets out, in plain terms, how the dealership
is meeting the ‘Standards of Conduct’ demanded by the financial sector regulator and is
enabling its F&Is to work in an environment which is conducive to the fair treatment of
customers. Whilst this may not be the case with the employer of every F&I that reads
the handbook, it must be understood that the guide has been primarily aimed at our own
motor clients, all of which are already a long way down the TCF road.
Although we address the ethical conduct expected of the F&I and the need to understand
exactly how compliance can aid the selling process, the guide really concentrates on
product design and selling methods.
The current economic environment is driving dealerships to work harder than ever before to remain competitive and profitable and whether the F&I likes it or not he/she is
at the forefront of this drive. Dealerships that invest time in ensuring that their products
‘match’ the demands of their customers will find themselves with greater sales volumes
and more satisfied customers because of proper product fit. The consequences for dealers and their insurance suppliers that neglect product innovation are dire: they will fail
to get products out to their clients and will lose business, as well as market share.
Addressing these issues, together with the necessity to deliver high standards of service,
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forms the heart of the handbook. To view a copy online, please click here. To download
a pdf copy, please click here.

Submission of financial statements
Previously if we had not received financial statements we automatically applied for
extension to the submission deadline whether this was needed or not.
The FSB have implemented a fee of R 550.00 when requesting such an extension.
Obviously the fee will need to be paid before the request is submitted to the FSB as
we will need to submit the request with proof of payment.
In future we will write to you should we not have received your statements a month before the deadline to confirm if an extension is required. If so, you will need to pay the fee
to the FSB and send proof to us before the deadline date to have the request submitted.

From AC HAS
Do you employ a new employee and then give
them “time to settle in”? In fact, do you allow them to “settle in” so much that you don’t
even overwhelm them with any paperwork or
completing goal setting documentation? Do
you hold back on some processes to first “see
if they can manage in the job”?
By the time you realise that there might be some performance related issues, your
probation period has expired and you have missed an opportunity to assess and manage
your new employee during this period.
The purpose of a probation period is to give you, the employer, an opportunity to
evaluate an employee’s performance before confirming permanent employment. But
please take note: a person employed on probation is no different from a longer serving
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employee. As per the Labour Relations Act, you still need to justify a dismissal of an
employee on probation the same way you would justify dismissing a longer serving
employee, but when poor performance or incapacity comes into play, your obligations
as an employer are less onerous than if the employee had completed a probation period.
(Remember that for any reason unrelated to poor performance (theft, dishonesty etc.),
the CCMA gives probationary employees the same protection as non-probationary
employees.)
So that is why you, as the employer, should utilise every day from the first day when
your new employee arrives at the office, to make sure that your employee is able to
perform the role for which you employed the person for.
The CCMA upholds the fact that it is an employer’s right to enter into a contract with
a prospective employee and have a grace period where the employer can assess the
employee’s performance, i.e. to assess the suitability of the employee in terms of his/
her work performance. It is however vital for the employer to honour all the legal
obligations placed on the employer in terms of employees on probation. (Please refer
to the Guidance note on Probation in the HAS Manual on the Associated Compliance
website (www.associatedcompliance.co.za)).
Example: (Courtesy of Practical Guide to Human Resources Management; Probation;
P09/009)
Thembi, an auxiliary nurse, is asked to leave at the end of her probationary period for
alleged poor work performance. Her employer contends that Thembi is incapable of
handling patients and that patients had complained about her.
What did the CCMA decide?
Based on the facts presented, the CCMA held that the dismissal was substantively fair
because the employer was entitled to set reasonable standards for its employees. It
was further held that such standards were discussed with the employee and that she
was aware of what the requirements of the role was. The CCMA was satisfied that the
employer gave Thembi adequate training, guidance and assessment and that Thembi
failed to meet these standards.
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The CCMA did find that the dismissal was procedurally unfair. Thembi wasn’t given
an opportunity to state her case or make representations on any occasion. Thembi was
awarded compensation equivalent to the remuneration she would have earned from the
date of dismissal and the date of the arbitration hearing.

Remember to e-mail all your HR related queries to HAS@associatedcompliance.co.za ,
or let me know if there is a specific topic that you would like to read about in the Newsletter!
New documents uploaded into the HAS Manual on the website
Guidance Note on Probation

From the FSB
Annual compliance reports
This year’s reports have been released. There are no changes to the questions or format
from last year’s versions. The report will be accessible on the FSB’s website from 18
May although we are unlikely to start with drafting your reports until June. The deadline
for submission of the report is 15 August 2015. We will summarise the procedures we
will be following in next month’s newsletter.

New Insurance Bill
The draft of the proposed new Insurance Act is now available. Click here to download
a copy (a mere 150 pages). The planned implementation date is January 2016. The primary objectives of the new bill are:
• Enhancing access to insurance. Amongst other things the Bill will give effect to
Micro Insurance;
• Enhancing financial soundness. The SAM regime will now be fully
implemented; and
• Alignment with international standards.
Comments are to be made by 29 May 2015.
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New FSB website
An improved site is
being launched on 11
May. A brave move
just before the submission of annual reports!

Fees for profile
changes
A reminder that the new
fees for various profile
changes have taken effect from 24 April.

CPD – current status
The FSB held its second workshop on the future of CPD during April, which we attended. Whilst there were no final decisions made it seems clear that the broad framework
reviewed in February (see AC February Newsletter) will be adopted.
A workgroup is now being put together to fine tune the broad proposal agreed to and
have a CPD system ready for implementation by the end of this year. It is interesting to
note that in the recently published fee structures there are already fees in place for approval as a CPD provider, recognition of a CPD programme and CPD activity!
We will keep you posted on developments.

Dormant licences
The FSB have intimated that they will be looking to have all dormant FAIS licences
lapsed, which in terms of the Act is the correct process. This regulation has never been
applied strictly in the past. We are aware of a number of entities that have dormant
licences so when the FSB start the process we will communicate with the affected clients
accordingly.
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Updated qualification lists
Updated lists have been issued, relevant to FSPs (BN 76 of 2015) and Compliance officers (BN 77 of 2015). Click here for the FSP version. Click here to download the document.

From the Financial Intelligence Centre
The FIC have issued Public Compliance Communication 31. It deals with Accountable
Institutions accepting funds from prospective clients prior to the required verification
process having been completed – or more specifically that such funds should not be accepted. Click here to download a copy of the full PCC.

Changes to the FIC legislation
Click here to download a summary of the proposed changes to the FIC Act which is
expected to go through parliament in June. The summary provides the background to
the changes and an overview of the actual upgraded and additional requirements for accountable institutions. These focus to a large extent on enhanced customer due diligence
standards and incorporating a risk based approach to due diligence.
There are a number of new definitions that you will need to get used to; specifically “domestic prominent influential person”, “executive officer” and “foreign prominent public
official.”
Whilst it is the banks and insurers that will take the brunt of the changes the smaller
AIs cannot afford to ignore the changes and will need to review and upgrade their own
FICA standards. We will discuss these with affected clients as and when the changes are
implemented.
Comments on the Bill are to be made by 31 May 2015.
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From the FAIS Ombud
Sharemax appeal
The directors of Sharemax who were found liable for losses suffered by clients in a
controversial ruling by the FAIS Ombud have successfully appealed the ruling with the
FSB’s appeal board. The board found that the Ombud had exceeded her authority by
joining the directors to the original complaint. Click here to download a copy of the ruling.

In another appeal case
The Ombud had originally ruled that ACS Financial Management CC should repay the
client’s money. The Board set aside the original ruling and referred it back to the Ombud’s office for further investigation as they felt the matter had not been investigated
properly and that the original decision should be reconsidered in light of the new findings.

From ASISA
ASISA have released a new standard on replacement products that seeks to combine
the legislative requirements and TCF standards. A very well constructed document and
worthy of a review and possible incorporation into any life/investment brokers methodology. Click here to download a copy.

From the IISA
Their latest insurance forum - OVERVIEW OF MOTOR INSURANCE
DATE:

Tuesday, 19 May 2015

TIME:

08:00 - 12:30

VENUE:

The Wanderers Club

ADDRESS:

21 North Street, Illovo, Johannesburg
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Interesting things we have read
Insurance Gateway
A number of the usual
good articles from Paul
Kruger of Moonstone
FAIS: Due Diligence and
the Financial Adviser. Click
here to view.
Referals and lead generation: Click here to view.
Consolidation of the Ombud schemes: Click here to
view.

FA News
PROFILING THE CONSEQUENCES OF THE UK RDR PITFALLS: A comparison
of some key RDR aspects from the UK model. Click here to read the full article which
continues on their website.
COMBAT FRAUD IN ORDER TO START TREATING INSURERS FAIRLY: We
liked the link to TCF – but a serious issue that is worth a read. Click here to read the full
article which continues on their website.
TRYING TO SOLVE THE MYSTERY OF NORMAL ACTION: The results of a
survey, if you read this in conjunction with the possible effects of RDR then it is a little
scary. Click here to read the full article which continues on their website.
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AVOIDING UNFAVORABLE RULINGS AND RISKS FOR NON-COMPLIANCE:
A summary of the recent FAIS Ombud ruling involving investments into RVAF and the
practical issues this raises for brokers. Click here to read the full article which continues
on their website.

RiskSA Wired
Sharemax ruling tests ombud’s powers
In upholding the appeal, Judge Louis Harms, the chairman of the appeal board and
former Supreme Court of Appeal judge, ruled that the Ombud for Financial Services
Providers (also known as the Financial Advisory and Intermediary Services, or FAIS,
Ombud) does not have the authority to make rulings against any party other than those
against whom consumers of financial products have laid complaints. Click here to read
a review of the case.
FICA set to gain more clout. An article that provides details of proposed amendments to
the FIC Act. Click here to view.
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