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From AC
New AC Manual
Associated Compliance released its upgraded
Manual on 31 October 2015. Clients will
have received a Special Newsletter advising
them of this and reminding them of their
password to allow access to the new FAISbased Manual as well as the HAS HR
Manual. Go have a look - your feedback
would be appreciated.

Centriq Legal Landscape Seminar
We were recently invited to this seminar hosted for the benefit of Centriq’s UMA partners.
The issues dealt with included:
• Industry Data Specifications: The need for improved standards in the transfer
of data to insurers and ultimately to the FSB were reviewed. Whilst the current
focus of the Regulator is on personal lines data, it was accepted that a standard
across all lines of business should be looked at by insurers, their UMA partners
and ultimately brokers with binders. A second draft of the FSB’s “Conduct of
Business Returns” guide is expected by the end of the year and seeks to set
the best practices in data and messaging standards within the financial services
sector. Whilst not a FAIS standard at this stage, establishing the status of data
transfer standards and practice for those of our clients affected is something we
are looking at adding into our new format reports for 2016.
• TCF for UMAs: Centriq must be applauded for their approach to TCF generally
and the help and guidance they are providing to their UMAs. Some key
comments and views expressed that we found of particular interest:
− TCF will enhance a UMA’s business if applied correctly.
− Whilst a UMA does not provide advice to the policyholder, Outcome 4 of
TCF (advice component) will require a UMA to work with their brokers on
establishing how and what the broker does in this regard.
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− There is a definite link between FAIS and TCF – especially on breaches of TCF
standards.
− Centriq sees the focus of TCF to be for personal clients more so than commercial
clients. The less “sophisticated” clients are the focus. AC are not entirely
convinced this is the correct approach.
− Monitoring of TCF activity and outcomes is essential to create the evidence
of implementation of the policy - a policy alone is not sufficient. The evidence
of this monitoring will be needed by the insurer and ultimately the FSB, who
are less likely to be imposing fines if evidence of effective application can
be provided, even if they may not agree with decisions. An FSP is exposed
to regulatory action where there is no evidence of action by the FSP (be they
broker, UMA or insurer). This is an aspect where an expansion of the current
compliance monitoring process would provide assistance to both the UMA and
insurer.
− Increased levels of data on aspects of the business such as claims, lapse and
cancellation ratios, sales success and complaints of all types (including remedial
actions) will be a prerequisite of any successful ongoing TCF strategy. This
data would need to be at broker level as well as at UMA level.
− Levels and types of interactions with brokers and brokers’ clients by UMAs
need to be set by the UMA to the extent that agency agreements should clearly
set out brokers’ responsibility and when and how a UMA will want or need
to interact with policyholders – especially around aspects that can be seen as
breaches of TCF principals.
• Cell captive regulation: There was little new information on this issue,
particularly when the final regulations will be released – which has been
“imminent” for the whole of this year. The only new snippet, although lacking
detail, is that the definition of what will constitute an “affinity” scheme is likely
to differ from that in the original discussion paper.
• Governance for UMAs: As a result of Board Notice 158 which became effective
earlier this year, the need for insurers to ensure adequate governance standards
are in place for their UMAs was stressed. Where an insurer has a shareholding in
a UMA these governance standards will be at a much more stringent level.
The use of risk registers, as distinct from a risk management policy, will have
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to become the norm. These risks should be identified by the UMA and the
compliance monitoring program expanded to assess these risks and relevant
mitigation controls on an ongoing basis.
AC comment: This change to a more risk-based approach to compliance rather
than adherence to rules, sometimes referred to as “tick box compliance” is
something likely to be enshrined in upcoming regulatory changes.

TCF is here, are FSPs truly ready?
While we have all been anxiously awaiting the promulgation of the Financial Sector
Regulation Bill (any time now so we are told) and the introduction of the Retail
Distribution Review, TCF has slipped in the back door; as will be confirmed by every
FSP that has enjoyed (suffered?) a recent FSB site visit.
We have been expecting this for a long time and although we have spent many hours
explaining how TCF will
affect FSPs and have
published what seem to
be dozens of articles in
these Newsletters, very
few FSPs have responded
positively to the formalities
required. Many merely pay
‘lip service’ to TCF and are
quick to say that they score
very highly in the ‘selfanalysis’ and that all is in
order, but it is doubtful that
they will actually ‘pass’ a
site visit by the FSB.
As a compliance practice, one of the challenges that we have faced is that from the very
beginning the FSB has said that TCF has nothing to do with compliance. Even as far
back as November 2013 in the FSB’s “A TCF guide for smaller FSPs and independent
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financial advisors” the following announcement was made to the industry:
“Small FSPs need to always keep in mind that TCF is not the responsibility of the
compliance officer nor can it be outsourced to another party. TCF is something that
needs to be incorporated into the way that business is conducted every day and in the
way that clients are dealt with”.

Indeed, many insurers convey this same message to compliance officers on a regular
basis. But the word ‘compliance’ in the context of TCF has, in our opinion, been clearly
misinterpreted by the industry.
In terms of Section 17(3) of the FAIS Act, an authorised financial services provider (FSP)
must establish and maintain procedures to be followed by the FSP and its representatives
to ensure compliance with the Act. It follows that the procedures must be monitored and
this is the job of the compliance officer.
TCF, on the other hand, is not legislated so there are no regulations or rules to follow;
there are only a handful of outcomes that must be achieved. So whilst we accept that
‘compliance’ in the sense of FAIS cannot apply, FSPs do have to ensure that the culture
of TCF filters down through all levels of management and staff, the successful measuring
of which can only be achieved by the adoption of a monitoring programme.
Monitoring the procedures and actions taken by front-line personnel is an art in its
own. Internal auditors have been doing this for years, and in the last decade compliance
officers have, of necessity, been fast catching up. It stands to reason that unless an FSP
has experienced staff on board to monitor the TCF actions of front (and back) office
personnel, it makes sense to engage an experienced compliance practice to do this on
the FSP’s behalf.
Moreover, it is a requirement in the FAIS Act that appointed external compliance officers
have to visit every representative of the FSP at least twice yearly to ensure that the FAIS
Act and its General Code of Conduct is properly complied with. While the compliance
officer is monitoring the FAIS activities of the representative, it would not be difficult
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for the compliance officer to extend the monitoring to include aspects of TCF and report
to the KI accordingly.
The main challenge is that in respect of FAIS monitoring there are clear regulations to
follow, so it is not difficult for a compliance officer to develop a monitoring tool that
applies to all players in a given license category. Not so with TCF, because each FSP
must develop its own rules and regulations. Consequently, every TCF monitoring tool
must be customised to a particular FSP.
The first step for every FSP is to ensure that it has its TCF policies and rules in place,
and that every employee is familiar with those rules. How these policies and rules are
formalised will be at the discretion of each FSP, but it is international best practice
to have them in writing, signed off by the Board or the Executive, and for training to
include a certain amount of testing. Even the smallest FSP must walk this road, although
the formalities and practical applications involved will naturally be more forgiving.
The end objective of TCF policy development is to conclude with a set of broad guidelines
which will positively impact on the FSP’s goals, operations, and plans to achieve a
culture of treating customers fairly. It follows that the rules must clearly determine the
FSP’s response to given situations and circumstances and in effect become the FSP’s
guide which its employees and its representatives must follow. As a consequence they
must also determine the formulation and implementation of a strategy which will direct
(or restrict) the decisions and actions of the FSP’s representatives.
Having established the rules and trained the staff, the next step is to develop an appropriate
monitoring tool. At Associated Compliance, we have the resources, experience and
knowledge, not only to assist our clients with the development of TCF policies and
rules, but also to design bespoke monitoring tools to ensure that TCF strategies and
actions can be monitored at every level of customer interaction.
It might be a good idea for all FSPs that have not already done so, to urgently consult
with their compliance officers to ‘test’ their application to TCF. In the financial services
industry any reputational damage caused by the accusation of ‘not treating customers
fairly’ is likely to be catastrophic.
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From HAS
This time of the year is generally dominated
by two major themes: exams and parties! A bit
contradictory, yet prevalent!
When employees ask for study leave, you should
give it to them because it’s your legal obligation,
right? Not quite. An employer only has a legal
duty to give maternity leave, sick leave, family
responsibility leave and annual leave. If you get leave requests that don’t relate to these
types of leave, you’re under no obligation to approve it.
However, as your company recognises the need and desirability for its staff to improve
their knowledge and skill, you need to put structures in place that will enable you to
plan and cater for instances when numerous requests for “I need two weeks off to write
exams” come across your desk.
Your study leave policy must cater for the following:
• If, and on what grounds, you offer financial assistance.
• Provide a list of approved study courses.
• Study leave may only be granted for such specific, approved and work-related
courses.
• Study leave must be planned and organised well in advance and in consultation
with the relevant superior/manager.
• Employees may take one working day’s study leave for the day on which the
actual examination is written or test undertaken (guideline only).
• Employees may take one working day’s study leave to prepare for the
examination (guideline only).
• The total number of days of study or preparation leave may not exceed xx
working days in any one year (company to add reasonable number of study
days leave).
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• Study leave won’t be granted to employees who have failed and wish to repeat
courses and/or examinations.
Moving on to year-end functions where some staff members seem to forget about all
the rules while letting off steam! While letting off steam is exactly the purpose of these
functions, staff members often incorrectly believe that because the function may be offsite, outside of working hours and with a much more relaxed atmosphere, that office
rules don’t apply. A reminder from lvan lsraelstam in his article “Do your Year-end
Office Parties ‘Get Out of Hand’?” Chief Executive of Labour Law Management
Consulting, to all employers that:
• The Labour Law strongly protects employees from any behaviour (in this case
from fellow intoxicated and rowdy colleagues) that can be viewed as unfair
regardless of the circumstances under which it occurs.
• Employers are legally required to act quickly and firmly in all cases of alleged
mistreatment of employees by other employees (employees and management
are not, according to Labour Law, allowed to mistreat each other at company
functions even if these are held outside normal working hours).
• Staff parties are here to stay, but the flow of alcohol and other substances should
be controlled,
• While a damper should not be put on the festivities, all employees should be
reminded and told very clearly that they will not be allowed to have fun at the
expense of others.
• Complaints should be treated very seriously even if it appears that they are
exaggerated.
Remember to email all your HR related queries to HAS@associatedcompliance.co.za.
New documents uploaded in the HAS HR Manual on the website under the services tab:
Guidance Note on holding a fair disciplinary hearing
Draft Policy on Study Assistance
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From AC Proofed
Some tips for writing
better business emails
The majority of the business
world uses emails as the
main - and in some cases
the only - means of written
communication. While most
of us are happy to write
informal emails to friends
that might have grammatical mistakes in them, it’s generally better not to do this when
writing to colleagues and clients with whom we want to make a good impression. This
is also true where we need to be a bit more careful or more diplomatic than usual.
So, how can you ensure that your business email writing skills are up to standard? Here
are some tips for effective business emails:
• Start by writing short sentences. Never use a long word where a short one will
do. (No need to write “utilise” when “use” works just as well.) If you don’t need
a word, take it out.
• Subject lines should be clear, brief, and specific. This helps the recipient
understand the essence of the message. For example, “Proposal attached” or
“Your question of 25 October.”
• Simplify. Instead of using too many technical terms or long words, do your best
to think of a simpler English equivalent. Take a stance against tired business
jargon; the expressions may sound important but you will express yourself more
clearly if you say what you mean in plain language. A popular rule that you
could adopt is the KISS Test – Keep It Short and Simple.
• When you’re composing an email, make your point and move on. If your big
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idea isn’t in the first paragraph, put it there. Start by asking yourself what you
want the person to do as a result of your email; just asking yourself that question
can make your communication much clearer.
• Who is your reader? Is it a colleague, a client or your boss? Should the email
be informal or formal? Some emails to colleagues can be informal if you have
a long working relationship and know them well. They may also accept or
overlook minor grammatical errors in informal emails. However, if the email is
going to a client or senior colleague, bad grammar and an over-friendly writing
style will most probably not be acceptable.
• Be very careful of capital letters, punctuation, spelling and basic grammar.
While these can be tolerated in informal emails, they are very important in
business emails as they are an important part of the image you create.
• Curb your enthusiasm. Avoid overusing exclamation marks, regardless of how
energised or friendly you might feel. Choose professional sign-offs like “Best”
and “Regards” over the too-cute “xoxo.”
• Avoid abbreviations. An email is not a text message, and the audience may not
find your sense of humour cause to ROTFLOL (roll on the floor laughing out
loud).
• Use proper formatting. Include line breaks between sentences or divide your
message into brief paragraphs for ease of reading. A good email should get to the
point and conclude in three small paragraphs or less
• Never reply to an email in anger. If you receive an email that makes your blood
boil, wait until you’ve cooled down before you reply. It may be a good idea to
get up from your desk and go and make a cup of tea before you reply. Another
good idea would be to get someone to read your reply before you send it, so that
you can make sure that you don’t come across in a bad way.
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• Use “Reply All” sparingly. Do not send your reply to everyone who received
the initial email unless your message absolutely needs to be read by the entire
group.
• Don’t use BCC (Blind carbon copy). If you used BCC to keep a recipient
hidden from others, imagine what would happen if the hidden recipient did a
“Reply All”! Suddenly the other recipients would be aware that you had been
using BCC and depending on the nature of the email conversation, this may be
viewed as dishonest or sneaky. Instead of using BCC, send the email out to the
main recipients only using the To and CC fields. Then FORWARD the sent email
to anyone else who you need to inform. Now even if the secret recipient does a
“Reply All”, it only comes back to you.
• Avoid using ALL CAPS. Capital letters are used to communicate emphatic
emotion or yelling and are considered rude.
• Proofread before you send. Catch and correct spelling and grammar mistakes
before you press “send.” It will take more time and effort to undo the problems
caused by a hasty, poorly written email than to get it right the first time. Make
sure you check for grammatical errors and typos. If you cannot proofread your
own work, have it proofread by AC-Proofed to make sure it has flow and
readability and free of embarrassing errors.

From the FSB
Financial Sector Regulation Bill
This bill has been a hot topic of conversation among financial services practitioners
since the first draft was published for comment in December 2013. This is the Bill that
makes ‘Twin Peaks’ happen. During 2014, comments were received from all sectors of
the industry and a second draft was published in December 2014, taking into account
comments received on the first draft, as well as inputs from stakeholder engagements
with members of the public and various government departments.
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There were further public consultations held during this year on the second draft of
the Bill although we understand that no substantive changes in policy positions were
necessary. However, there have been refinements made to ensure technical accuracy and
correct alignment with existing legislation in the financial sector.
The Minister of Finance tabled it on 27th October and it will be considered by the
Standing Committee on Finance in Parliament, which is expected to invite public
comments and submissions.
It is hoped that the Bill will be enacted next year, to enable implementation soon thereafter.
An information letter from Treasury can be obtained on their website. Click here to
download.
And the Bill itself from here.

Latest FAIS Newsletter
This was released earlier in October 2015 and whilst most of the content deals with
aspects we have addressed in our own Newsletters over the past few months still a
worthwhile read to remind you. One new item is the discontinuing of the Regulatory
Exams in Afrikaans. The article sets out the rationale behind this decision, which on the
face of it makes economic sense.
More student protests? (Just kidding)
Still on the subject of Regulatory Exams, the FSB has recently updated the terms and
conditions of the exams. Moonstone have released the summary a copy of which can be
obtained by clicking here - amended document.
Another interesting snippet is the announcement of new Fit & Proper Standards being
released for public comment before the end of the year. We can only speculate what these
will contain but we would expect the planned CPD standards and may have different
standards for categories of NMI as referred to in the RDR.
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There is a good summary of the standards to be aware of for those responsible for
the educational standards within your FSP when negotiating what can sometimes be a
minefield and may even eclipse FAIS standards themselves in complexity.
Click here to download.

FSB presentations
The FSB made two presentations at the recent SAIFM regulatory seminar that dealt with
Twin Peaks and RDR. The RDR seminar gave insight into the feedback received from
the market. These comments were relevant to the long-term and investment markets
given the attending audience but are worthy of a read for all FSPs.
Click here for the Twin Peaks presentation.
Click here for the RDR presentation.

Insurer statistics
The latest stats have been made available for both the long- and short-term sectors.
Click here for the long-term for 2014.
Click here for the period ending June 2015.
Click here for the short-term for 2014.
Click here for the period ending June 2015.
Debarment appeal
Click here to download a full copy of the verdict in the appeal case of Coetzer V The
Registrar. It details the initial matter of falsified applications for long-term insurance
policies. The basis of the appeal was that the appellant was in an abusive relationship
with her husband who at the time was her boss and was therefore forced to act as she did.
As she was no longer in that relationship, the two year debarment originally imposed
was not justified. The FSB clearly saw the matter differently and refused to amend the
debarment or the two year period.
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From the FIC
The latest annual report has been released. Nothing too exciting to be honest but a
required read for the Accountable Institutions out there. Click here to download a copy.
A recent ruling by the Registrar of Securities Services against Thebe Stockbroking (Pty)
Limited illustrates the importance of complying fully with the FIC Act, the identification
of clients, and that even when you own up to the problem, fix the problem and have
a clean track record it can be a costly mistake – in this case R500,000. Click here to
download the ruling.

From the IISA
The latest Newsletter was released in October.
We quote from the Newsletter to provide important information on a new initiative:
ESTABLISHMENT OF IISA EDITORIAL BOARD
The bold and ambitious initiative to extensively upgrade the IISA/Unisa student
academic insurance knowledge material has commenced with the formal constitution
of the IISA Editorial Board.
This dynamic move has been driven by
the aspiration and desire to underpin
and align the material with the pending
restructuring of the requirements for the
“Associate Programme in Short Term
Insurance” offered by Unisa, and the
corresponding professional designation
of “Associateship” to be conferred upon
successful students by the IISA.
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In addition:
We have written previously about the new offering from Milpark – this Newsletter
provides a link to obtain further details about the new B.Com Insurance offering that
we are sure will be a popular option for the serious insurance student going forward.
DOWNLOAD MILPARK B.COM INFO HERE

Interesting things we have read:
FAIS statistics
We recently received a marketing mail from Pi Financial Services Intelligence. They
have access to the FSB’s database (although they do not state that specifically) that
allows them to provide an analysis of the FAIS license holders and the changes from one
period to another. Very useful detail - although the full analysis comes at a cost (which
we don’t know), but for anyone wishing to explore the options their contact details are:
Simon Drimer
Managing Director
Pi Financial Services Intelligence
Phone: +65 8200 4727
Web site: www.pifsi.com.sg
Email: sdrimer@pifsi.com.sg
What amazes us is how they access this level of detail. We struggle to get a DOFA date
without permission from the representative, or get details of an FSP that is not a client
over and above what is available on the FSB’s website, so how they manage to get this
level of detail is a question that should perhaps be asked.
This is the teaser they supply:
“We have just published our Q3 ‘15 editions of the SA Financial Services Intermediary
Monitor and the SA Financial Services Provider Directory. Here are some of the key

17

developments over the Q3 ‘15 quarter, with a particular focus on those FSPs with
Short Term Insurance authorisation. The Directory contains contact, headcount and
product details of all >10,000 FSPs in the market and would be a valuable resource
for companies looking to identify and access brokers for additional distribution or
acquisition purposes.”
Overview
There were 10,245 FSPs in the industry as at 30 September ‘15 (up from 9,978 on 30
Jun ‘15), and 133,688 Reps (down from 136,544 on 30 Jun ‘15, with most of the drop
attributable to significant Rep number declines at Shoprite Checkers [personal lines
insurance], Emerald Life [funeral policies] and Zestlife). Of the 10,245 FSPs, there
were 6,196 with Short Term Insurance authorisation (most have both Personal Lines
and Commercial Lines), and 60,586 Reps within those FSPs who have Personal Lines
authorisation, and 29,203 Reps who have Commercial Lines authorisation.
Impact of FAIS regulatory licensing changes
While there was a significant net drop in overall Short Term Ins Personal Lines FSP
numbers in Q1 ‘15, there does not now appear to be a continuing exodus of these FSPs
from the market. The following chart shows FSP new entries and exits for Personal Lines
FSPs over the past 12 months:

18

Industry product trends
Taking an industry-wide view, we can see that the largest relative capacity increase (i.e.
changes in Rep authorisations) by product area was in Collective Investment Schemes,
followed by Commercial Lines:

The full Monitor has detailed FSP-level analysis for the largest 200 FSPs in each product
line, including Rep headcount, recruitment and poaching rates, retention rates, and %
of Reps under supervision. The Directory has entries for all 10,245 FSPs in the industry,
including location and contact information, Key Individuals, Rep numbers and product
licensing footprints, Rep age profiles, and multiple authorisation details for each FSP.
The Directory will be particularly useful to companies trying to identify and access
brokers and IFA groups that service Short Term Insurance products. Click here to view an
extract from a recent edition of the Directory.

Insurance Gateway
Taking cybercrime seriously: new offences in the Cybercrimes and Cybersecurity Bill:
An article from Kerri Crawford of Norton Rose Fulbright. A subject we raised in last
month’s Newsletter but one of those subjects that needs your attention.
Click here to view the article.

19

Complaints Handling after 1 January 2016 – Part I & 2 and a related article on the need
to improve internal complaints handling standards – A series of articles from Moonstone
on the likely changes to be encountered in the complaints handling arena in a TCF
environment.
Click here to read part 1.
Click here to read part 2.
Click here to view an ariticle on Improving Internal Complaints Mechanisms.
Some TCF ideas from the UK. An article by Patrick Bracher of Norton Rose Fulbright
giving some insight into changes being introduced by the new Insurance Act in the UK
– and we know by now that what is good for the UK often tends to be good for South
Africa. Seasoned insurance professionals may be horrified at what these changes are.
Click here to read the article.
Regulation of Insurance and Financial Services - Lessons from overseas. An article
from Moonstone on issues around commission clawbacks, threats to small business and
PI insurance in Australia – another territory often linked to South Africa so there may
well be some lessons to be learnt.
Click here to view the article.
Jerrier V Outsurance Judgement. Two articles that attempt to explain the real
significance of this judgement.
The first by Patrick Bracher of Norton Rose Fulbright
Click here to read the article.
And the second by Lisa Swaine of Webber Wentzel
Click here to read the article.
Life insurance fraud and dishonesty reaches record highs in 2014. An article from
ASISA on the scary rise in fraud in the life sector.
Click here to read the article.
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FA News
8/10: Acting in a manner that befits a client: An article dealing with a High Court ruling
in support of the Pension Funds Adjudicator in a case where a ruling was not being
implemented as directed. The case clearly sets out that the Adjudicator has the same
powers as a court.
Click here to read the full article which continues on their website.
14/10: A Changing Landscape: An article dealing with a presentation done by the FSB
at a recent New National forum that deals with the upcoming market conduct regulation
and how all the elements we have seen so far – TCF, RDR, and Twin Peaks will come
together – well worth a read.
Click here to read the full article which continues on their website.
21/10: What constitutes Professional Development: An article on the results of a
survey by the FPI and SAQA on the differing CPD standards to be found. It highlights
the problem the FSB has been having in finding a format that works and is practical.
Click here to read the full article which continues on their website.

Fin24
An article on the Lewis Stores’ “mis-selling” of financial products and the R67,1m being
repaid to affected clients. Click here to read the article.
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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

This Newsletter was proofread by Kim Hatchuel of AC-Proofed.
Click here to download the AC-Proofed brochure
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