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From AC
2016 Annual Reports

Our work starts on these reports in June.
The FSB have released the reports and they
are essentially the same as in the past few
years. Those of you who have been with us
for a number of years will be familiar with
the process we follow, and if everything is
good on your fourth quarter report, then the
process will be a mere formality.
If this is your first annual report, or you need reminding, expect to receive your draft
report during June. If you have completed any tasks mentioned in the fourth quarter
report you will need to advise us so we can accurately record this in your annual report.
The draft will ask for the supporting documents that we will need from you. There will
be no specific meetings set up to discuss the report unless we believe there is a need to
do so, which would generally indicate there are some serious issues to be addressed. We
are always available to discuss any aspects you are unsure of or need clarity on.
Whilst the deadline for submission of reports is 15 August 2016, we are working on a
deadline of Friday 29 July so your help in achieving this would be appreciated.

2017 Conduct of Business Reports

We provided some insight into the annual report formats being developed for next year’s
report in our March Newsletter. These will probably be called “Conduct of Business”
reports.
We’ve completed an assessment of the differences in information collected via our
current monitoring tool. There are over 50 aspects that need expanding on to enable the
2017 report to be fully completed and another 50 or more that demand new questions
and/or focus areas.
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Whilst we appreciate the document is only a draft, we don’t want to wait for the final
version before we determine what else is needed and as such we have developed a
“Conduct of Business” annexure for our standard report that we will use to obtain the
additional data. This will allow us to manage developments as the drafts develop during
the year.
We will be discussing the use of the annexure with you during the first monitoring visit
we have with you in the 2017 cycle (i.e. July/August 2016).

TCF - Status at broker level

A number of broker clients have done well at developing and documenting their TCF
structures and strategies.
The following request was received from a broker during this month that suggests they
have yet to grasp the concept that TCF is not a generic ‘off the shelf’ manual:
“Do you have a policy on above (TCF)? If yes, please forward same to us.”

Others, which have a high level policy, have yet to link this to the practical aspects. For
example, one such broker who has very effective policies and procedures was recently
asked by an insurer with whom they have a binder to provide answers to a number of
practical questions around TCF. They wrote to us and asked:
“Please see the attached Questionnaire that “XYZ Insurance Company” wants us to
complete.
Have a look at the type of questions that they ask from us.

We want to know if we have to complete this and is this really applicable to us?”

Clearly there is still work to be done between theory and practice.
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We are seeing more and more examples of insurers asking for detailed responses to
the practical implementation of TCF principles; more so where a broker holds a binder
agreement. Insurers such as Mutual & Federal, Santam and Zurich are all starting to
interact with their binder holders looking for feedback on assessment and implementation
of TCF principles.
The standards adopted by the insurers are varied, some at a very high level and others
extremely simplistic for example:
“Are TCF principles applied in order to ensure fair treatment of customers?”

In this particular case, the insurer provided a recommended client questionnaire that
could be used by the broker to obtain feedback from clients on the broker and insurer’s
performance in key areas of product delivery and suitability, claims handling and
complaints management. With most brokers stating that getting documents back from
clients is problematic at best, obtaining this TCF assessment feedback would be hard
work. This particular broker has undertaken to use the questionnaire as part of a client
renewal visit where the purpose of it can be better explained, hopefully resulting in a
better outcome.
Others insurers are asking far more probing questions, sometimes overly technically
worded, but they are doing what is required in building up a database around the
operation and impact of TCF. We see this as being the start of an ongoing process of
interaction with all brokers, even where there are no binder/outsource agreements. Even
those insurers who appear to have done nothing as yet will be dragged along for the ride.

TCF used in the FSB investigations of complaints

A recent complaint submitted to an insurer (not our client) and then to the FSB, was
passed through to their UMA (our client) to assist with compiling a response to the FSB.
In addition to asking some questions on the actual complaint it was interesting to see
questions testing TCF related matters, namely:
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“This Office has noted that the claims loss ratios for both the **** and ***** books of
business are particularly low.
• Kindly provide the following information:

• The claims repudiation register for this product for the past 2 years;
• The breakdown of the premium on this product;

• Reasons as to why ABC Insurer is of the opinion that the premium is reasonably
priced;
• The root cause for the low loss ratio; and

• Any concerns ABC Insurer has identified in relation to the low loss ratios and
achieving fair outcomes for customers”.

Expect to see this kind of more intrusive questioning going forward.

From AC HAS
The word “bullying” is talked about at
family dinners and for any parent this is
a dreaded word! However, is bullying
confined to the school playgrounds and
on the sports field? Workplace bullying is
becoming more and more prevalent, not
because it has only recently emerged –
workplace bullying has been around for
years! – But no-one wanted to admit that
it was happening. The Protection from
Harassment Act No. 17 of 2011 was passed
into law on 27 April 2013 and the passing of this law has given harassed employees
the opportunity to get help from the courts.
Bullying is a strong form of harassment and it is therefore important to read and
understand this Act. (See HR Manual: Guidance Note on Bullying in the Workplace)
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What constitutes workplace bullying? Bullying refers
to tactics used by managers and other employees
against juniors or peers. It is a pattern of behaviour,
often coming from a position of power or perceived
power. The behaviour is often intended to intimidate,
offend, degrade or humiliate a particular person or
group of people both physically and psychologically.
Many studies acknowledge that there is a “fine line”
between bullying and strong management.
Here are some examples of the difference between
bullying and strong management:
Bullying
Tight, unreasonable deadlines
Screaming
Belittlements

Sarcasm and rudeness
Unjustified micro management
Intimidation
Deliberately setting an employee up for
failure, e.g. withholding information etc.

Strong management
Expressing difference of opinion
Offering constructive feedback, guidance,
or advice about work related behaviours
Reasonable action taken by an employer
or supervisor relating to the management
and direction of workers or the place
of employment (e.g. managing a
worker’s performance, taking reasonable
disciplinary actions, assigning work)

It is not always easy to identify bullying in the workplace, nor the offender, as the
latter is always very skilled in business politics, very friendly and more than often
part of the critical groups in the office. Unfortunately, the impact of bullying in the
workplace can be detrimental:
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• It lowers employee morale by creating an unhappy
workplace.
• It reduces productivity as bullied employees focus
more on the bullying, instead of work.
• It destroys the trust relationship between the
employer and the employees.
• It leads to a bad internal corporate culture.

• Good employees won’t stay long in an unpleasant
environment.

• You, the employer, can face a legal crisis in terms of
protection orders, court time, and fines against your
company.
As an employer, it is your legal duty to create and maintain a safe working
environment for your employees and to take reasonable care of your employee’s
safety. Have an anti-bullying policy with clear procedures for victims of harassment
to lay complaints and make your employees very aware of what you deem to be
workplace bullying and how your company will deal with it.

From AC Proofed
EMAIL (AND LETTER) PET PEEVES

We all know how many emails we get every
day (both internal and external). Most of us
probably spend about half of our working
day reading and replying to email. Emails
have trumped pretty much every form of
communication. In an office setting you’re
more likely to receive an email from Frieda
in Accounts saying, “Pls see me,” than have
her pick up the phone and call your extension,
stand up and shout her request over the two
“walls,” or walk the seven meters over to your
desk and have the conversation there.
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So what are the most common pet peeves? By “pet peeves,” I mean things that slow you
down, drive you nuts, and clog your inbox. Everyone has their pet peeves when it comes
to written communication, and here is a brief list (yes, there are definitely more) of the
absolute worst things (IMHO) you can do when writing an email or letter:
1.

Misspelled words and incorrect grammar (nothing ruins an email more than this).

3.

Acronyms and abbreviations that aren’t clear (it’s not Twitter! You have more than
140 characters - make them count!).

2.

4.
5.
6.
7.
8.
9.

10.
11.

12.
13.
14.
15.
16.
17.
18.
19.
20.
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Missing punctuation and punctuation errors

Not enough—or too much—detail.
Repetition.

Requested information not provided.
Incomplete sentences.

Too long (please get to the point in the first paragraph).
Excessively long paragraphs.

Symbols, like smiley faces and other emoticons (they aren’t cute and they are
definitely not professional).
Backgrounds and colour (makes messages hard to read).

Fancy fonts (rather stick to Calibri or Arial and make it black). Avoid Comic Sans
at all costs!
ALL CAPS (this is a definite no-no – you don’t want to look like you’re shouting).
Text speak (leave this to the kids on their smartphones).

Overly affectionate (keep the affection for your loved ones).

Multiple questions scattered throughout the email (makes it difficult to answer
them).

No subject line or subject unclear (people generally open an email based on the
subject line).
Writing the entire message in the Subject box.

No salutation (remember to make it professional and not too informal).
No clear purpose or desired outcome.

21.

Unclear deadlines.

23.

Using “Reply all” instead of “Reply” (this is the biggest cardinal sin!).

22.
24.
25.
26.
27.
28.
29.

Using the wrong name, or spelling the person’s name incorrectly.

Careless use of BCC (blind copy). This is a topic which has spawned much debate.
Clicking on Forward when you actually should be replying.

Using the recall option (emails cannot be recalled - all the recipient will see is
another email message saying that you wish to recall the email message).
Unnecessary or large attachments.
Repetition.

Not checking the message before hitting ‘Send.’

Bear in mind that there’s no sure way to
convey meaning in an email. The recipient
might easily misinterpret something that
doesn’t read clearly and concisely. If you
keep your communication short, and to
the point, you could possibly avoid an
unpleasant situation.
I’m going to stop here because I could go
on forever! Remember that if you need assistance with this and other communication/
proofreading matters, you can get in touch with me.
Kim Hatchuel

ac-proofed@associatedcompliance.co.za
083 657 3377
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From the FSB
A fairly quiet month (thankfully!).

FAIS Newsletter

Click here to download Issue 20 published on 19 May. There is one article that is a must
read: “Bulk Transfers by FSPs and Insurers.” It’s nothing new from our long held views
and is the basis of the draft Information Letter issued in December (dealt with in our
January Newsletter), but everyone needs to read this and adopt these standards.
One other aspect of note deals with the registrars warning on non-compliance with
Section (10)(a)(ii) of the Act which requires a notification to the FSB within 15 days of
any change to the business information of the FSP e.g. name, address, contact details,
directors, shareholding, auditors and the like. The FSB are stating that the non-compliance
with this requirement is viewed in a serious light and to quote;
“As such, the industry is hereby informed that the Registrar of FSP’s will henceforth,
impose a penalty on the FSP’s who fail to adhere to this requirement...”

Whilst we appreciate there are some practical difficulties in this regard, which we intend
discussing with the FSB e.g. difficulties with CIPC documentation being one of the
common ones, all clients need to be more aware of this notice and ensure that all staff and
service providers (Company secretaries, auditors) involved the processing of changes to
business information are aware of the requirements. We don’t want one of our clients to
get their names in lights for being hit with a penalty.

Premium Collections

Caroline da Silva made an interesting comment on the issue
of premium collection at a presentation to the Insurance
Institute of the East Rand. A similar comment was also
made at the Marine Forum earlier this month.
It is planned that collection of premiums by brokers would
continue subject to oversight by the insurer and that the
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IGF facility would be shut down. This ties in to other comments that binder activities
must be handled through the insurers’ policy systems. We have yet to see confirmation
from the FSB; notwithstanding an outstanding RDR proposal that deals with premium
collections by brokers that potentially limits certain categories of FSP to collect shortterm premiums.
Watch this space.

New Licence Applications

A recent licence application was queried by the FSB as they wanted the business plan
to “incorporate the six principles of treating customers fairly”. This is the first time
we have seen this requirement. It’s a pity we weren’t advised proactively of this new
requirement.

FROM THE FAIS OMBUD
Boehm V Veloza & Silver Seeds Capital

This case involved an investment by the complainant that promised easy access to their
funds as and when needed. Guess what happened? When the money was requested it
was not made available! It was also discovered that the FAIS licence of Silver Seeds
Capital had been withdrawn.
When it eventually got to the Ombud’s office the FSP was found wanting when it came
to producing a record of advice. In fact, they supplied very little and the Ombud ruled
based on what they had available. The FSP was ordered to pay back the R140K+ that
had been invested, but nothing else.
What are the implications while a complainant awaits the outcome of a complaint?
We would like to see the real effect of some of these determinations and even a
follow-up to see if these rulings are actually complied with, i.e. did the money get to the
complainant at the end of the day? Click here to read about the ruling.

Click here to read a review by FA News.
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Wallace V CS Makelaars Bk (the first respondent), Emile Storm (the
second respondent), Momentum Group (the third respondent) and Ian
Marais (the fourth respondent)

Another Sharemax matter but with some added interest in that an employee of
Momentum, Marais, was approached about an investment by Wallace and introduced
him to Storm as Marais was not authorised to offer advice on property syndications.
The ultimate investment was a mix of Sharemax and Momentum products and
according to the Ombud this was so because Marais, along with Storm, unduly
persuaded Wallace to invest monies in Sharemax notwithstanding provision of a
record of advice duly signed by the client wherein he confirmed that everything had
been explained and he was in full understanding.
To hold Momentum partially responsible is a point of contention and may well be
challenged. Moonstone, in their Newsletter of 12 May had the following to say on
Momentum’s responsibility:
“The matter of employer liability was covered in great detail in the FNB/Newlove
Appeal Board case, although the circumstances differ substantially from those in
the Wallace case in that the alternative product was clearly distinguished from those
offered by the employer as opposed to the Newlove case where the client assumed it
was a FNB product.
There are three requirements for vicarious liability:

a. An employer/employee relationship should exist at the time when the delict is
committed;
b. The employee must commit a delict; and

c. The employee must act within the scope of his employment when the delict is
committed.
It will be interesting to see whether this determination will be tested at the Appeal
Board as it is bound to have severe repercussions for all FSPs who employ
representatives.
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Advice restrictions
Throughout the determination, the Ombud refers to the duty and obligation on Marais
to advise his client of the appropriateness of the Sharemax investment. In the section
dealing with Momentum’s involvement in the matter, it states:
“Momentum also bizarrely suggests that this office would be forcing Marais to
contravene the Act by insisting that he should have advised Wallace not to invest
in Sharemax. As a licensed FSP, Marais was under a duty to advise his client that
Sharemax was not appropriate for his needs and risk profile. Marais was certainly in
breach of the Act and Code.” (my underlining).
We respectfully disagree with the Ombud in this regard. The FAIS Act expressly forbids
the provision of advice on products for which one is not licensed. To have advised the
client that the product “…was not appropriate for his needs and risk profile” would, in
our view, indeed have been a contravention of the Act, as stated by Momentum.
It should also be noted that Marais acted as a representative of Momentum, and was
not a licensed FSP, as stated above”.

Click here to read a review by FA News.
Moonstone further wrote on this subject. Click here to download the article via Insurance
Gateway.
Another aspect is how to deal with the “he said, she said” that often arises in determinations.
All other aspects of what was (or was not) said were not in a detailed record of advice.
If FSPs rely on what was said as opposed to written, they will always come off second
best.
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From the Financial Intelligence Centre
There has been much activity by Accountable (AI) and Reporting Institutions (RI) on
their re-registration requirement, but it has not all been smooth sailing. Some common
issues seem to have been:
i.

Applications have been rejected due to attachments not being in PDF.

ii. AIs & RIs applied as the company and not as the individual as demanded.

iii. The FIC records indicated that there was no prior registration despite the AI/RI
having proof of such.

iv. Poor contact details on the FIC records – indicating that AI/RI were not
maintaining their records – Compliance Officers were advised to ensure changes
on FAIS licence profiles are duplicated on the FIC system.
v.

There are cases where no formal approval of the re-registration is provided when
the process appears to have been completed correctly.

Please keep us in the loop on the status of your re-registration or any issues that you are
experiencing.

From the Ombud for Short-term Insurance
Click here to download the latest Newsletter.

Ombudsman recovers more than R100m for consumers from short-term insurers:
Click here to see an article on the report courtesy of Insurance Gateway.

From the Long-term Insurance Ombud

Four case studies published in the April Newsletter. Link courtesy of Moonstone.
Click here for Ombud’s Ombuzz Issue 33: April 2016
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FROM THE IISA
An article under the heading of “A chain is only as strong as its weakest link” provides
an overview of the Institute’s iToo learning initiative. With CPD just around the corner
for KIs and Representatives and already here for professional members of the IISA,
keeping tabs on how and where to access all learning initiatives is imperative.
Click here to read a review by FA News.

On this subject, we would encourage you to keep an eye on the educational offerings
from Camargue Underwriting Managers. Whilst they are clients of ours, we do believe
that the are leading the way in how a UMA/Insurer will be interacting with their
brokers in product training.

Click here for Camargue’s educational offerings.
Click here to subscribe to the Camargue newsletter to stay updated with their
latest offerings.

Interesting things we’ve
read
Insurance Gateway

To subscribe to the monthly Insurance
Gateway Newsletter click here.
Some of the articles that caught our eye
this month are:
Is Criticism of Financial Sector Regulation Bill Justified? By Alan Holton of Moonstone.
Click here

Case studies from the Ombud for Short-term Insurance – an article from Moonstone
Click here
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The better the match between a broker’s value proposition and client selection or
segmentation, the more competitive they will be. An article from Sanlam. Whilst written
from a life and investment perspective, the logic applies equally to the short-term broker.
Click here to read more.

FANews

Prep for change and embrace RDR

An article dealing with how best to approach the changes that RDR will bring.
Click here to read the full article which continues on their website.
SA to End Funeral Cover Sales to the Poorest

An article dealing with the practice of selling funeral cover to people where the
premium is paid out of their social grants and how this could be better managed.
Click here to read more.

Lion of Africa Life comments on this issue (link courtesy of Insurance Gateway)
Click here to read more.
Cover

An update on RDR issues as presented by Caroline da Silva at the recent SAUMA
Conference
Read Article
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