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From ASSOCIATED COMPLIANCE
AC Blanket Drive

With the help of the AC staff, AC HAS, ACProofed, our IT company, our website and newsletter
company, and a number of our brokers, we were able
to deliver over 40 blankets to a charity in need on
Mandela Day.
The blankets went to an organisation called the Cradle
of Hope, House of Restoration in the Krugersdorp
West area. This is a home and safe haven for destitute, abused woman and children as
well as young teenage girls. The House of Restoration accommodates mothers with their
children, keeping the family together as unit. They are comforted, receive counselling
and therapy, and taught various skills, enabling them to fend for themselves and their
children when they leave the house so that they can become productive members
of society.
AC would like to thank everyone for their generous contribution to the cause.
Our blanket drive will be coming to an end on 15 August, with the final submissions of
the 2017 Annual Compliance reports. If you missed your chance to donate and help keep
someone warm this winter, you still have time.
Click here for some photos.
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UMAs - Cancelling or transferring a book of business from one
insurer to another

Underwriting Management Agents (UMAs) and brokers are both considered to be
intermediaries in terms of the FAIS Act, but they have very different roles. When a
broker cancels a policy, or transfers a book of business from one insurer to the other, the
broker is acting on behalf of the policyholder (provided the policyholder has instructed
them or given them sufficient mandatory authority).
When a UMA wishes to cancel a policy, or transfer a book of business, it does so on
behalf of the insurer. Consequently, both an insurer and a UMA must follow the identical
procedure. It must be understood at the outset that the “transfer” of policies from one
insurer to another without any corresponding transfer of assets and liabilities amounts to
the de facto cancellation of the policies, and must be treated as such.
If short-term personal lines policies are involved, the UMA must consider section 7.3 of
the Policyholder Protection Rules: a UMA must provide the policyholder with notice of
the unilateral cancellation at least 30 days prior to the cancellation date. When a UMA
relies on an intermediary to provide the notice of cancellation to the policyholder, the
UMA is encouraged to calculate the required notice period from the date on which the
intermediary is provided, with proof that the policyholder has received the notification.
While this latter requirement is not yet part of our regulations, it is the Financial Services
Board’s preferred cancellation notice period, and it would be prudent for a UMA to
adhere to it.
Similarly, if the cancellation is for long-term policies, the requirements described above
will equally apply, except that sufficient time must be provided to the policyholder to
secure alternative cover.
In respect of binder business, a UMA acts as an agent to the insurer in terms of a
written agreement, and has no authority to transfer a book of business without receiving
confirmation from the holding insurer to do so. The book of business belongs to the
insurer, not the UMA, and indeed there is no contract in place between the policyholder
and the UMA. When the UMA contacts or communicates with the policyholder for any
reason, it does so on behalf of the insurer.

5

If a book of business administered by the UMA is to be transferred from one insurer to
another, it is because the holding insurer either no longer wishes to carry that book of
business, or it feels it does not have the resources or expertise to do so. If the holding
insurer no longer wishes to carry the book and is happy to cancel the binder in terms of
the binder agreement, the insurer must inform the FSB of its intentions by completing a
specific information form in accordance with Directive 151.A.i which must be submitted
60 days before the expiry of the termination period. Note that this submission must be
signed off by the insurer, not the UMA.
Similarly, if the insurer or UMA wishes to cancel a binder, but the insurer wishes to
retain the business, details as to how the business will be managed in the absence of the
binder-holder must be provided to the FSB.
Whatever the outcome, policyholders must be informed in good time of the changes
that are to take place. It will be the insurer’s responsibility to decide which party will
inform the policyholders; this could be the insurer, the binder-holder or the intermediary.
Whichever of these is chosen, if there is to be a transfer of business from the holding
insurer to another insurer, the following information must be provided:
• The name of the new insurer
• The difference in benefits

• The difference in premiums

• The difference in waiting periods and/or deductibles
• The difference in exclusions.

If the intermediary is appointed to provide the above information, the insurer will still
be responsible to ensure that policyholders are indeed notified with the necessary notice
period prior to the transferring date. The FSB will also require a copy of the notification
to the policyholders (or members of a group policy or scheme where applicable) as well
as a detailed explanation as to the measures taken to ensure that all the requirements of
the Policyholder Protection Rules, where applicable, have been complied with.
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In brief, if a UMA wishes to transfer a book of business from one insurer to another, the
steps to be taken are as follows:
• The UMA ascertains if an alternative insurer wishes to accept the book
of business.

• The proposed insurer must carry out a due diligence survey of the UMA, which
should include ensuring that the correct procedures for the cancellation and
client notifications have been followed.
• The holding insurer must decide whether or not it wishes to retain the book of
business in the absence of the UMA.

• If the holding insurer is happy to release the book of business, it reports this to
the FSB in terms of Directive 151A.i.
• The new insurer provides the FSB with details of the new arrangement.

• Appropriate communications, with the minimum required timelines and
information, addressed to the brokers involved and the policyholders
are delivered.
• The new binder arrangement is triggered.

The identical process must be followed if the termination or transfer relates to a
‘substantial part’ of the book of business. ‘Substantial part’ has never been defined, but
the FSB is of the opinion that a ‘substantial part’ would constitute 15% or more of a
book of policies.
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Conduct of Business Reports

Throughout the 2017 reporting period (June 2016 to May 2017) we highlighted the
possibility of a move by the FSB to a radically different annual report format. We
supplied clients with a summary of the various areas that demanded information over
and above what’s in our current monitoring reports. As it turned out, the revised format
was not used. This was because of the delays in the underlying legislation upon which
many of the report questions were based. This is a situation we do not see happening for
the 2018 report and as a result we recommend that in the coming year FSPs prepare for
the revised formats, accepting that the final version is not known. We do know that not
all questions will apply to all FSP types. The alternative will be a situation in which the
Key Individual, as the person the FSB expects to complete the new report, will be forced
to collate information, much of it historical with a very tight deadline.
To kick start this process you can download the latest FSB draft of the report by clicking
here and here for their draft annexures.
We will be providing guidance on what and how to answer the various questions as we
see them applying to the differing FSP types via our newsletter each month over the
balance of the reporting year.
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From AC HAS
We would like to remind you of the HR Manual
that’s on the Associated Compliance website.
The HR Manual is a work in progress. The areas
that we would like to provide information for have
been identified. Some of the documents have been
developed and uploaded, while others are still in
the process of being developed.
The manual is made up of different sections:
Section A: Recruitment and Selection

Section B: Basic Conditions of Employment
Section C: Training and Development
Section D: Performance Management

Section E: Disciplinary codes and procedures
Section F: Remuneration and Incentives
Section G: Statutory Compliance

Documentation directly relating to the section
is uploaded under each section. Titles in
green indicate existing documentation. Titles
in black are still being developed.
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The documents available for use are:
Section A:
Recruitment and
Selection
Draft Recruitment
Policy
Sample form for
reference checks

Section B: Basic
Conditions of
Employment
Sample Contract of
Employment
Guidance note
of Contracts of
Employment
Guidance note: Job Guidance note on
descriptions
Probation
Sample Interview
Draft Smoking
guide
Policy
Sample Consent
form
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Guidance note on
Annual Leave
Guidance note on
sick leave
Draft Social Media
policy
Q&A on Social
Media

Section C:
Training and
Development
Draft Study
assistance policy
Sample Study
assistance form
Guidance note on
Skills Development
Sample
Acknowledgement
of Debt
Guidance note on
Induction
Sample Training
Attendance register

Section D:
Performance
Management
Draft Performance
Management Policy
Sample
Performance
Appraisal Process

Section E: Disciplinary codes and
procedures
Draft Disciplinary policy
Draft Grievance procedure
Sample Grievance form
Draft Code of Conduct
Sample Schedule of offences
Sample Notice of suspension
Sample Notice to attend a
disciplinary hearing
Guidance note on holding a fair
disciplinary hearing
Guidance note on Bullying in
the Workplace
Draft policy: Bullying in the workplace

Section G: Statutory Compliance
Guidance note on Employment Equity
reporting
Guidance note on debarment
FSB Notification of debarment form
Debarment Process flow
Sample Notice of Intention to debar form
Sample Notice of debarment form
Guidance note on POPI
Checklist for POPI
Guidance note on Occupational Health
and Safety Policy
Checklist for the Health and
Safety Representative
Guidance note on First Aid in
the Workplace
Sample form for Confirmation of
Verification checks: Honesty & Integrity
and Good Standing
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To access the content of the
HR Manual, go to the website
and click on “AC Human
Assets Services”.

Anke will send you your unique
password, which you use to
log in once you’ve clicked on
“click here to view”.

You can now access the
documents available in the
HR Manual.
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From AC-PROOFED
Human error – the struggle is real

We’re all human, right? We all make mistakes. So, it’s easy
to make mistakes when we’re writing. It’s called human
error! This can obviously affect what you’re saying, and
can have consequences (some funnier than others).
Here are some things to keep in mind so that you can be taken seriously.

Word order

One mistake that can only be picked up by careful proofreading is incorrect word order.
It’s possible to write a grammatically correct sentence which doesn’t mean what you
intended because of the order of your words.
Take the adverb only and place it in different positions in the following sentence.
He said, “I love you.” (Nice thought)
Only he said, “I love you.” (No one else said it)

He only said, “I love you.” (He said nothing else)
He said, “Only I love you.” (No one else does)

He said, “I love only you.” (He doesn’t love anyone else)
He said, “I love you only.” (His love is exclusive)

Using the wrong word

You could be using a word that’s completely wrong, either because you think it means
something different, or because it sounds similar to the word that you actually wanted
to use. In some cases, you might even use a word that doesn’t exist, like irregardless
instead of regardless.
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Imagine if there was a sign at a car dealership which read: “We can insure a great deal
on a used vehicle” instead of “We can ensure a great deal on a used vehicle”. You’d
think they were talking about insurance. Ensure means guarantee, while insure means to
protect. See how one little letter can make a big difference.

Incorrect punctuation

It’s not just the addition or lack of commas that can change meaning. If you were writing
a letter, and you said “Thank you. Your donation just helped someone. Get a job.” instead
of “Thank you. Your donation just helped someone get a job.”, that one single full stop
could get you into serious trouble.

Everyday words and phrases

Spelling in everyday words and phrases can cause chaos, especially if the word sounds
the same, but means something completely different. An example of this is “piqued
my interest”, not peaked my interest. Pique means to create intrigue (the advertisement
piqued my curiosity about the product). A peak, on the other hand, is the top of something,
such as a mountain.

Avoid repercussions

While many grammar and spelling mistakes in text and signs can be rather funny, some
can actually be extremely dangerous and get you into trouble if they are not spotted
in time.
A sign at a golf club which says: “Any persons (except players) caught collecting golf
balls on this course will be prosecuted and have their balls removed” could get the
owners into a lot of trouble if someone took it literally.

Double check everything

Prices: A punctuation mark in the wrong place can mean fewer sales if someone thinks
that it’s going to cost them R14,000 instead of R1,4000.
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Deadlines: If you have an event that needs to be booked by a certain date, and you write
another, you could be planning a golf day where no one turns up.
Telephone numbers: Pick up the phone and dial the number on the document to make
sure that it’s right.
Names: Make sure that you’ve checked if it’s Bryan Thomas or Brian Tomas.
Email addresses: Triple-check all email addresses, including your own.
Links: Click on all links to make sure that they take you to the correct page.
Days and dates: Make sure that days correspond with dates. If your golf day is on Friday
4 August, look in your diary to make sure that the 4th of August is indeed a Friday.
The English language contains an extraordinary variety of rules, many of which are
confusing and often contrasting. Even if you’ve corrected grammatical errors and spelling
mistakes, it’s always possible that something could be regarded as funny, confusing,
or worse, contrary to what you wanted to say. Words that could mean more than one
thing and unintentionally amusing wording can all detract from the serious purpose of
your work.
You’ve read it so many times that you’re familiar with the piece, so it’s easy to be lulled
into a false sense of security that everything is just fine.
That’s when you need to call in a proofreader; someone who isn’t familiar with the work,
and who is trained to spot the one thing that could blow your credibility to smithereens!
That’s when you get in touch with AC-Proofed.
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From the FSB
Amendments to the Insurance Bill and PPR

The FSB recently hosted a workshop for insurers to discuss proposed amendments
based on submissions from role players. This was followed by a response to all said role
players inviting further input on the proposed amendments.
These amendments deal with a wide range of issues, not least of which are the caps on
binder fees. The documents released will take some time to analyse. In the meantime,
the issued documents can be downloaded:
• FSB’s request for input on the proposed amendments
Click here

• Presentation on the proposed changes to the PPR
Click here

• Presentation on the proposed changes to the Short- and Long-term Acts
Click here
• The full text of the proposed amendments
Click here

We will communicate shortly on the finer detail of the various amendments.

Twin Peaks and The Financial Sector Regulation Bill

Issue 1 of a new Newsletter was released by the FSB this month under the heading of:
Twin Peaks Newsletter with this issue having a sub title of “A South African Perspective”.
With the FSR now having been signed by parliament and currently being reviewed
by the National Council of Provinces, we can expect final implementation to start in
the near future. This is the effective opening of the sluice gate for the release of other
drafted regulation changes that we have been talking of since late 2016.
Click here to download the Newsletter.
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One interesting inclusion in this opening statement was the reference to “… the regulation
of payments systems”. We have been trying to establish for some time, as have other
bodies such as the FIA, what was behind the recent increased activity by the Payment
Association of South Africa (PASA) and if this was linked to the reference within the
RDR of new regulation on who could collect premiums and how this would be done. We
have never had any confirmation from the regulators on what form these controls would
take. Is this statement the next step in the roll-out of these regulations?

Levies for financial institutions for 2017

Details of these fees were released in June. Click here to download a copy. These reflect
a reduction of around 8% in the levies to be paid to the FSB, but an increase of around
7% in those paid to the FAIS Ombud. However, reference should be made to the article
below in the From the National Treasury section on the proposed Financial Sector
Levies Bill.

Enforcement committee actions

The committee issued two fines against two FSPs for trading in categories of business
for which they were not licenced, in terms of section 7(1) of the Act:
1.

Mr. Tendai Nyadombo was fined R40,000 for acting as an FSP during the period
2014 to April 2016 in respect of the following categories of financial services
without authorisation:
−− Long-term insurance subcategory B1
−− Long-term insurance subcategory B2
−− Long-term insurance subcategory C
−− Retail pension benefit

2.

Mzala and Company (Pty) Limited was fined R20,000 for a similar contravention
where they traded in Long-term Insurance Category C products and in Collective
Investment Schemes products without the required authorisation.
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We have seen similar fines being issued before, but as in previous cases there is no
reference to what action, if any, has been taken against the insurers with whom this
trading must have taken place, given their responsibility to check their intermediaries
are correctly licenced to trade in their products.
Warnings issued. Click on the links below for details.
Press Release - FSB warns the public against Real Noise Sounds (Pty) Ltd.pdf
Press Release - FSB warns the public against Mr Brendon Raverndren Naidoo.pdf
Press Release - FSB warns the public against Twala Abram Sibiloane.pdf
Press Release - FSB warns the public against “RICA Promo” scam.pdf
Press Release - FSB warns the public against Growth Point Solution.pdf
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From NATIONAL TREASURY
Financial Sector Levies Bill

We also saw in June the publication of this updated Bill which details the proposed
levies that will fund the move into the Twin Peaks environment with funds needed for:
• The Prudential Authority

• The Financial Sector Conduct Authority
• The Tribunal

• The Ombud Council

• The Office of the Pension Funds Adjudicator

• The Office of the Ombud for Financial Services Providers
These proposed fees for a typical NMI or UMA FSP represent an increase in the 2017
published levies of some 11% for the “base” fees, over 50% for the fee levied for KIs and
Reps. Plus there is a loading to pay for the Tribunal at 2,5% of the levy payable for the
Prudential Authority and Financial Sector Conduct Authority, and a further loading for
the Ombud Council at 2,5% of the levy payable for Financial Sector Conduct Authority.
Insurers and banks, amongst others, who are also FSPs will also be contributing to the
Prudential Authority levy.
That’s not all.
In the first two periods that these levies are payable, there will be a special levy of
15% of the total levy payable per FSP. This is, to quote the published draft Bill, “… to
provide for the initial costs associated with the establishment of the Prudential Authority,
the Financial Sector Conduct Authority, the Financial Services Tribunal and the
Ombud Council”.
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The levy period under the Bill does not match the current FAIS levies period of April to
March annually but does match the billing period of September to August.
The actual effective date of implementation is linked to the Financial Sector Regulation
being finally passed into law, but it is not clear how these will be practically implemented
after September 2017 given that the levies for financial institutions would have already
become due and/or paid. Our best estimate would be from 1 September 2018, but that
may cause a cash flow issue given that the special levies referred to above would only
be collected well after the setting up of the new structures.
Click here to download the full Bill.

From the FAIS Ombud
Maditse V Magajana Financial Services and/or Magajana Trading
and Projects

A matter related to the investment of R150,000 by the complainant that resulted in the
loss of capital and the non-payment of the promised 15% return.
Click here to read a summary of the case from FAnews.
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From the FIC
Presentation to the AML interest group of the Compliance Institute

We recently attended this presentation and discussion where Peter Sekgote of the FIC ran
through the key aspects relating to the implementation of the various changes demanded
by the recently Gazetted FIC Amendment Act. Click here to download a copy.
As with most presentations, the benefit comes from the discussion and interaction that
flows from the content of the slides. As per our previous and other industry comments,
the two key aspects will be:
1.
2.

The development of the Risk Management & Compliance Programme that reflects
the standards in place and followed to counter money laundering and terrorist
financing. This will incorporate the second aspect:

The change to the risk-based approach to Client Due Diligence (CDD) that
effectively replaces the current KYC standards.

From the FIA
Relationship between a broker and client

The FIA obtained a legal opinion from Norton Rose Fulbright to assist a member who
approached them following an issue that arose where an insurer advised a broker that he
no longer had a duty/mandate to act for the estate of a client when the client had passed
away. Click here to download the full opinion.
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From INSETA
TCF Survey

Inseta conducted a survey on how well the industry was implementing these principles.
To quote from their introductory letter:
“By participating in this survey, this will assist the insurance sector obtain an advanced
understanding of the manner in which TCF has been implemented to date as well as
the reasons for non-implementation”.

The deadline for submissions was 21 July which, given the fact that the letter was only
issued on 14 July, was a little tight to say the least. Unfortunately, you cannot participate,
but if you click here, you can download the questionnaire which would be a useful
exercise to complete as part of how you both see TCF, how well you are in planning, and
if you have completed the process, how well you feel it is benefiting your organisation.

INTERESTING THINGS WE’VE READ
INSURANCE GATEWAY
Is there a future
compliance practice?

for

the

external

An article by our own Peter Veal that gives
insights as to how we foresee our role changing
as the new regulations start to take effect.
Click here to read the article.
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FICA and the short-term industry

A short article from SAIA on the status and timelines. Click here to read the article.
Why I Love FAIS

An article by Tamara Jacobsen: Director: Applied Learning Academy. The title alone
must invite you to have a read – when was the last time you heard anyone, other
than maybe a compliance officer, utter such words of endearment? Click here to read
the article.
Are you ready for outcomes-based regulation?

By Juanita Moolman, Head: Legal and Business Assurance Hollard HAD business unit.
Click here to read the article.
Notes on the Insurance Bill

An article by Alan Holten of Moonstone. This includes “life after section 8(5) fees, a
situation that needs to be understood, given that the Insurance Bill is close to taking
effect. Click here to read the article.

FANEWS
RDR set to be the industry’s seven year itch

The thoughts of a UK broker on how RDR affected the UK market and why it should
not be all doom and gloom as it approaches implementation here. Click here to read
the article.
Where will we stand when the dust settles?

An article on how the new Insurance Bill and the Financial Sector Regulation Bill will
be dealing with the need for transformation within the financial sector. Click here to read
the article.
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Fit and proper principles to replace REII exams

Another article dealing with the proposed replacement of the second level RE exams.
Click here to read the article.
Is SA’s medical scheme industry in limbo?

If you deal with medical aid and the related GAP covers this is an article for you.
Click here to read the article.

FANEWS MAGAZINE JUNE 2017
State Intervention for micro-insurance: Justifiable?

An article by Professor Robert Vivian and two colleagues from the University of
Witwatersrand on how the Regulator is attempting to control this sector, and whether it
should be allowed to intrude on the “exclusive terrain of private sector management.”

COVER
The impact of regulatory changes on UMAs. An article by Kaylin de Coning Jacobsz,
Compliance Officer at Renasa. Click here to read the article.
In the June “e” magazine, a number or articles on the future and relevance of the UMA
– but you need to be a subscriber to download the article.
The June FAnews magazine also has an article on “A rosy future for specialist UMAs”
by Doug Laburn of Lombard. The key word here is “specialist”.

24

RISKAFRICA
Independent Survivors

An article by Patrick Cairns on the importance of the independent financial advisors.
Nothing new there as there have been many similar articles of late, but this one provides
details of a new financial
advisors’ association, the South African Independent
Financial Advisors Association (SAIFAA).
To read the full article click here and here to learn more about this organisation.
Market Conduct Capable

An article by Richard Rattue of Compli-Serve SA on what the financial markets can
expect from the new regulatory environment that will usher in market conduct based
regulation. Click here to read the article.
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Johannesburg Address:
Ground Floor

Lakeview House

Constantia Office Park

Corner 14th Avenue and Hendrik
Potgieter Street
Weltevreden Park
Roodepoort
1709

Email:
info@associatedcompliance.co.za
Tel:
011 678 2533
Fax:
011 475 0096

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