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If you are reading this newsletter, please remember to pass it around your office.
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EDUCATION





Peter Veal’s Article’s..





Imfundo





Last month we reported on the likely changes to the Fit & Proper requirements for Key Individuals and Representatives registering for the first time during 2009. Sadly we have not been able to have this confirmed by the Financial Services Board, but nor have they denied it. However we are convinced that it will be implemented as reported and we will provide confirmation as soon as we can.


The big news this month is that on Friday 22 May, Inseta ratified the decision allowing Imfundo to continue delivering FAIS Assessments. This year they will be held on 19 July and on 7 November.


Assessments for 30 credits will be undertaken in the morning, followed by an afternoon session where a further 30 credits can be obtained.


The assessments have been designed to be user friendly for candidates and have been based on case studies. Questions are preceded by a short case study, whereafter candidates may select an answer from the multiple choices provided. Case studies will relate to situations that brokers encounter in the daily execution of their tasks and will therefore enable candidates to demonstrate and apply their knowledge and expertise. Answers will be filled out on a multiple choice answer sheet.





Candidates may register and make payment online, or alternatively obtain a printout of the registration form in order to register manually by fax and by making a direct deposit or electronic transfer. Credit card payments will also be accepted. The cost of registration for the examination is 1031.00 (VAT excl) per student, per 30 credit assessment. The cut-off date to enrol is 08h00 Monday 6 July 2009 for the 18 July assessment and Monday 26 October 2009 for 7 November 2009 assessment.





Click on �HYPERLINK "http://www.faisassessments.co.za"�www.faisassessments.co.za� to register.





For those that still need credits, this is a last opportunity to take the easy route.





























Regulatory Examinations





There is still much confusion regarding the Regulatory Examinations, and the qualifications that provide exemptions. The situation is that all practitioners regulated under the FAIS Act will have to undergo the first level Examination, no matter what qualifications they have. These will be ready for delivery during the first quarter of 2010.





Peter Veal will be producing a book for those that wish to study at leisure which, if all goes according to plan, should be ready by the end of September. The cost will be approximately R750 but there will be a special price for Pretium clients. For those that prefer to go to classes, ICE will also be hosting 2-3 day classroom sessions in the main centres from October onwards. The price will be either R1900 or R2850 depending on the number of days involved, but this will also be discounted for Pretium clients.





In regard to the second level examinations, certain qualifications will provide exemptions and based on the current list published by the FSB, the situation is per the chart below:





Qualification ID�
Qualification Name�
RE Level 2 Exemptions�
�
49649�
FETC: Long Term Insurance�
Long-term Insurance Category B�
�
49929�
FETC: Short Term Insurance�
Short-term Insurance Personal Lines 


Short-term Insurance Commercial Lines�
�
20639�
Nat Cert: Healthcare Claims Assessing�
Health Service Benefits�
�
24396�
Nat Cert: Risk Management�
Short-term Insurance Commercial Lines�
�
21796�
Nat Cert: Short Term Insurance�
Short-term Insurance Personal Lines


Short-term Insurance Commercial Lines�
�
57998�
Nat Cert: Financial Planning�
Long-term Insurance Category A 


Long-term Insurance Category B 


Long-term Insurance Category C 


Retail Pension Benefits 


Pension Fund Benefits


Participatory Interests in one or more   collective Investment schemes


Long-term Deposits 


Short-term Deposits 


Friendly Society Benefits �
�
1217�
Nat Cert: Banking�
Long-term Deposits 


Short-term Deposits �
�
1213�
Nat Cert: Banking�
Long-term Deposits 


Short-term Deposits�
�
977�
Nat Dip: Banking�
Long-term Deposits 


Short-term Deposits�
�
23653�
Nat Dip: Financial Markets�
Securities and instruments as follows: 


Shares 


Money market instruments


Debentures and securitised debt


Warrants, certificates and other instruments 


Bonds 


Derivative instruments excluding warrants�
�
48867�
Adv Post Grad Dip: Financial Planning�
Long-term Insurance Category B 


Long-term Insurance Category C 


Retail Pension Benefits 


Pension Fund Benefits 


Participatory Interests in one or more collective Investment schemes�
�
19960�
B Com Hons: Financial Analysis and portfolio Management�
Securities and instruments as follows: 


Shares 


Money market instruments


Debentures and securitised debt


Warrants, certificates and other instruments 


Bonds 


Derivative instruments excluding warrants�
�
50148�
B Com Hons: Financial Planning�
Long-term Insurance Category A 


Long-term Insurance Category B 


Long-term Insurance Category C 


Retail Pension Benefits 


Long-term Deposits 


Short-term Deposits 


Friendly Society Benefits �
�
48866�
Postgrad Dip: Financial Planning�
Long-term Insurance Category B 


Long-term Insurance Category C 


Retail Pension Benefits 


Pension Fund Benefits�
�



This chart will be updated as and when the FSB publishes changes.





It should be understood that only if the full qualification has been completed will the exemption apply.




















Looking for a market for engineering covers?





The May edition of RISK sa has details of the main players – 3 of whom are clients of ours.








Annual levies continued....








In addition all IGF brokers (short-term only) will be paying a levy calculated as follows:


A levy of 0.013% (2008/2009: 0.012%) This levy is based on total gross premiums on 31


August of each levy year as provided by SAIA (your last IGF returns).





NB: There are other levies for Cat II & III FSP’s and as we aren’t Compliance Officers for any FSPs in these categories we have not supplied this detail but can provide details upon request.





The deadline for payment of the levies is 31 October 2009 – you will be invoiced – do not pay without the invoice. And remember no VAT is charged by the FSB.





To ensure the accuracy of your levy it is vital that you pay attention to changes needed to your registers in the run up to the August submission deadline. As you are aware we are busy with our audit of all registers from a Fit & Proper perspective and as you get them we would ask that you scrutinize them from that view point as well as the overall accuracy of names and positions and then work with us to maintain these going forward


























We reported in April Newsletter under the FAIS Ombud case Mathebula V For You Brokers CC, about the potential exposures from selling a book of business or even closing down the business and what happens should a complaint surface down the line. We approached one of our clients, Margie Allison of YourInsuranceBrokers, for comment given her knowledge in the PI field. She provided us with this reply;





I would advise the purchasing broker to advise their PI underwriters of the possible additional exposure and to assess the risk with this new information. (They would in any event have to declare the Fee Income for the previous year when completing a proposal for renewal and this would include the income from the newly purchased book).





I approached a leading PI insurer for their views on the issue and they responded as follows;





On the sale or retirement, one COULD look to offer a discovery / run-off period i.e. covering ALL wrongful acts PRIOR to the effective date of the sale or retirement date. As for pricing and length of time, I would be very hesitant to offer 3 years at all. On a claims made policy, for Insurance Intermediaries, the real risk technically becomes NIL after the first years as all their clients / policies they did in the previous year would have gone through a full renewal cycle …….





I would not want to provide more than 1 year at an additional premium of 75% of annual.





In short a broker needs to take care on the sale of their business and ensure that their PI can respond as it is clear the Ombud will look for who was at fault not whether they have PI cover in place or not. 








Meanwhile we have another ruling, Ferriera V Tyraz Investments. A case revolving around a then unlicenced Forex trader selling a “lucrative” investment deal, with guarantees on maintaining minimum capital that went wrong. Haven’t we heard that before? A R 50,000 investment shrank to just over R 6,000 despite a guarantee that the capital would never fall below 70% of the invested amount.





It was found that Tyraz had not applied for approval by the FSB and that the defence that sale was prior to the jurisdication of the FAIS Ombud was thrown out as a meaningful portion of the advice had been provided in October 2004 and was thus As can be expected, especially since this was the early days of FAIS in addition to not being registered as required, none of the FAIS standards were in place – it cost Tyraz R43, 000 – the difference between the initial R 50,000 and the balance of money left behind.











2009 FSB annual compliance report





FROM THE FSB





This year’s report is due for submission by 15 August 2009 and will represent the status of your company from a FAIS perspective as at 31 May 2009.


The report follows a similar format to previous years except that the report will be lodged “on-line” directly into the FSB’s system via their website rather than an external software package. Given the recent problems regarding apparent non submission of reports, which in the main had been submitted but had somehow disappeared, it is worthwhile knowing this system was known as MAGIC!


As usual there will be a number of attachments that need to be provided along with the main report, which are:


A wagon-wheel organogram of your company group structure,


An organogram showing the management structure and reporting lines,


How you monitored any individuals acting as supervisors to Representatives,


A copy of your IGF certificate


Full details of your Council for Medical Schemes accreditation (Company, brokers and apprentice brokers).


Many of the questions require a response as to how you as FSPs will be implementing any outstanding control measures. We will deal with any of these situations as they arrive but need to stress the importance of your commitment to the implementation.





One interesting addition to this year’s report is a declaration (see attached addendum) required to be signed by the Compliance Officer, where in the past a mere signature was required.





As we noted after the changes in the Act late last year it is clear the FSB are placing an increasing responsibility on the Compliance Officer  and forcing them to report accurately on the status of compliance rather than avoiding difficult answers or providing general statements, especially around the much abused “development” option. Those of you who have submitted a number or reports with us will see a distinct shift in the commentary we make use of in the attachments used in the report – let’s just say that it will be a little more direct.











Service Level Agreement  Continued....





Many brokers seem to struggle with this aspect and often ask what does it mean?  


One aspect that may assist is looking at who your peers perceive to be the best at what they do and in this regard the recent annual FIA award winners may give you some clues. The winners were:


Employee Benefit Supplier of the Year : Liberty Life


Healthcare Product Supplier of the Year: Discovery Health


Investment Product Supplier of the Year: Momentum


Life and Risk Products Supplier of the Year: Discovery Life 


Personal Line Insurer of the Year: Santam 


Commercial Insurer of the Year: Santam


Corporate Insurer of the Year: Santam











Annual levies








The FSB has released detail of the levies payable for the 2009 / 2010 period. These levies will be paid by approximately 14,700 licence holders and will go to fund the costs of running the FAIS division of the FSB (some R105 Million) plus the offices of the FAIS Ombud.





The levies will be calculated for all active licences (irrespective of whether the business is dormant – if the licence is active fees are payable) as at 31 August 2009 and will include all changes to the Representative register submitted to the FSB by 15 August 2009 to allow processing by them by 31 August 2009. 


The fees have been increased by 9,5% and will be a s follows:





Category 1 (other than FSP’s exclusively involved in Funeral business) & Category IV





FSB levy	FAIS Ombud Levy		Total





Basic				R 2,040		R 528				R 2,568


Additional per KI/Rep		R 364		R 198				R 562





Category 1 (FSP’s exclusively involved in Funeral business)





FSB levy	FAIS Ombud Levy		Total





Basic				R 2,040		R 528				R2, 568


Additional per KI/Rep		R 130		R 198				R 328


























Licence categories





We have undertaken two reviews with many of you in the past couple of months, namely;


The need for Retail Pension Fund benefits


The need for Category IV (funeral administrators)


We will now be processing the changes for the Retail Pension fund addition where applicable but we are unable to process the Category IV change as the FSB have advised they are not yet ready to accept such applications. We will be submitting individual acknowledgements of the need for changes to those of you affected by the changes.





There has been speculation around the need to have Unit Trusts as a licence category if the underlying investment vehicle within a Long Term C or Retail Pension fund was Unit Trust based, specifically where an option to choose with unit trust was offered to the client. In fact we reported on this is our March Newsletter.





Our view was always that this was not needed as surely the definition of the category should have taken cognicence of how that category is managed? Due to increasing reference to this in the insurance press and Newsletters from the likes of Moonstone and FIA we enquired further with the FSB around the matter and also asked how far this “logic” was to be taken. For example would it stretch into the employee benefit arena where various investment vehicle are used with the overall strategy of a pension fund. 





This is the reply we received;





Please note that this Office has since retracted the information that Moonstone has published with regard to underlying assets classes of wrapper products (e.g. collective investment schemes and equities), after consultation with our Legal Department.





A consensus was reached that the “look through” principle will not apply in terms of the verification that a product supplier has to do in terms of section 7 (3) of the Act, where the underlying investments of a long term insurance “wrapper product” or retail pension fund product consists of different collective investment schemes (“CIS”) and the client has a choice regarding the selection of the underlying portfolio funds. 





We have committed to further consult on this matter and to consider possible change to the definitions of the various definitions of long-term insurance products contained in the applicable subordinate legislation.





Whilst the initial battle may have been won it seems the war around this matter is not over. We will obviously keep you posted if and when things change.








THE FAIS OMBUDS OFFICE





Suitability of market place








The biggest news, although we have seen little comment anywhere to date, was the job advertisement in the Sunday Times this month calling for applicants for the position as FAIS Ombud. We assume this is due to a 5 year contract coming to an end – let’s wait and see what happens.











Ferreira V Tyraz





The 2008 Annual Report of the Long-term Ombud tells us the office received 8,290 complaints, a 4.6% increase over 2007. Of the cases 4,284 were finalised, with 44% of all complaints resolved wholly or partially in favour of the complainant.








The Pensions Fund Adjudicator





The most recent ruling from this office could have some serious consequences for the life industry, especially those that used the now withdrawn Benefit Illustration Agreement (BIA). Whilst this tool was withdrawn from use last year there are obviously many cases out there where it was used at the time of the sale of, in this particular case, an RA. Whilst the ruling was on a specific case (Lockhat V PPS & Sanlam) the possibility of similar circumstances causing previously used projections to be challenged obviously now exist. Something that you need to address in the FAIS required annual reviews you are doing.


Full details can be seen in the May edition of RISK sa.

















The Long Term Ombud




















UMA/Administrator regulations:








General





By the time our newsletter is released the third workgroup investigating possible changes to the regulations governing various binders will have been held.





During the second meeting held in April a matrix identifying possible types of binder agreements was discussed. The SAIA was been asked by the FSB to populate the matrix for submission to the FSB. The intent of the matrix was to generate discussion only as to the current practices within the market and all SAIA members were asked for their input. The third workgroup meeting for May was to assimilate all the input across the entire financial sector and to generate further discussion towards the drafting of the regulations.





Whilst our source was from the short-term environment there has obviously been input from the life sector as well.


We have also learnt that completion of the actual regulations is not expected before the end of the year.








Critical illness – enhanced disclosure standards





Under the FAIS General Code it is important to ensure that the relationship with the client is documented to an extent in that both parties are aware of their duties and obligations to each other. The SLA is a two way street and allows the provider to set out what they expect from the client i.e. disclosure, read documentation supplied, inform the provider of any change in financial circumstances etc





What is an SLA about? Let us examine what makes a good SLA? We can say in a nutshell a good SLA helps the provider “the FSP” price what is possible to deliver and deliver what is promised. A well-prepared SLA therefore sets out the expectations between the client and the provider. It helps define the relationship between the two parties. It is the cornerstone of how the service provider sets and maintains commitments to the service consumer aka the client.”





We still believe this methodology makes good business sense and would encourage you all to think about this issue further.











Brokers should be aware of the new industry standards for the disclosure around critical illness products as the life industry have been given the go-ahead by the FSB and the competition commission to standardise disclosures dealing with critical illness products. 





As the conditions within this product range make up 70% to 90% of all claims a standard disclosure structure will benefit the consumer and the broker who has to navigate these conditions and ensure full understanding by the client.





By 1 September this year the disclosure grid (the tool to be used to achieve the disclosure) must be included in all relevant marketing material and websites and by 1 April next year the disclosure grid must also form part of policy quotes and contracts.











Service Level Agreements





We have always asked the question as to whether our FSPs have a contractual relationship with their clients, not because it is mandatory but because it makes good business sense. The FIA (old SAFSIA) have also been recommending this for a number of years and even have draft agreements in place.


We have two or three clients who have pursued the contractual approach but in the main our clients have stayed away, fearing a negative reaction from their clients. Those that have instituted this step have suffered no negative reactions.


The presence of a contract setting out the “terms of engagement” further reduce the exposure to the need to “identify the financial product or products that will be appropriate to the client’s risk profile and financial needs”, as required by the FAIS Code of Conduct and whilst you cannot contract yourself out of your obligations in terms of FAIS you can agree with a client the extent of your mandate.





We came across this article by Richard Rattue of Compli-Serve on the subject and have reproduced a portion of his thoughts for your information, the basic concept of which is worth consideration:


“In any service industry the ability to deliver to clients according to pre-defined objectives has become a necessary requirement; aside from being able to deliver to clients’ on a reliable basis just being able to deliver to promise is a key to success. This is why an efficient Service Level Management System is important and key to the success of such a system is a sound Service Level Agreement “SLA”. 





The above can be carried through to the retail financial advisor, particularly as the impact of the Financial Advisory & Intermediary Services Act “FAIS” starts to be felt.





Why is a Service Level Agreement important? A good SLA sets the boundaries and expectations of the client relationship. Clearly defined promises reduce the chances of disappointing a client. These promises also help to stay focused on client requirements and assure that the internal processes follow the right direction.


























Insurance and selling your business





Pretium Services make every effort to ensure the soundness and accuracy of the contents of this Newsletter. However, we cannot take any responsibility for the consequences of any actions based on information or recommendations contained herein.  You are advised to consult us for any specific assistance you or your staff may need before basing a decision on any information in this publication.





Should you wish to unsubscribe to this newsletter, please email �HYPERLINK "mailto:Faeeza@pretium.co.za"�Faeeza@pretium.co.za�
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