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








THIS MONTH’S TOPICS








From the FSB


Can non-receipt of a policy document allow a client to dispute the terms and conditions applied?


Category IV applications








From the Compliance Institute of South Africa


Generally Accepted Compliance Practice Framework








From the FAIS ombuds office


Should appeals be allowed


Immobilisers – The Ombuds View








From Pretium


It’s the Festive Season Again


Key Individuals and Representatives who have failed to achieve or prove their credit status – what happens next!








Education


Imfundo Initiative


Incomplete Qualifications


Regulatory Examinations


Qualifications for post-transition








From the FSB


Awaiting FSB input


2010 annual compliance report











FROM PRETIUM





Our offices will be closed from 24 December and reopen on 4 January.




















For those of you awaiting approval of your Cat IV applications will have received a request for further information that has now been requested by the FSB. It seems the abbreviated process that was to have been followed initially has given way to a full process!





One aspect we are awaiting clarity on from the FSB (refer article headed “Awaiting FSB input”) is the liquid asset requirements for Cat IV licence holders.





The fit and proper requirements (financial soundness) for Cat IV licence holders demand 8/52 of annual expenditure to be available almost immediately, as distinct from existing licence holders that have until 31 December 2010 to achieve their required liquid asset requirements. 





This may well not be possible for most Cat IV licence holders and we have asked whether exemptions can be applied for to extend the deadline date. We will keep you posted.











Category IV applications





Charles Pillai, the Ombud for Financial Services Providers, has urged Minister of Finance Pravin


Gordhan, the Financial Services Board, motor manufacturers and the SA Insurance Association


to jointly thrash out the differences of opinion between motor manufacturers, SAIA and insurers themselves, whether a factory fitted alarm/immobiliser complies with a particular insurer’s requirements.





The Ombud described as “an untenable situation” that the consumer pays the premium in good faith and in the belief that he or she enjoys indemnity, and then only to find that one is embroiled in a dispute when a claim arises.





“It is not fair that the consumer should be faced with a possible rejection and an unexpected


delay in the finalisation of a claim.





“This defeats the whole purpose of short term insurance. It is fundamental to short term


insurance that there should be certainty.





“There should be standardised, uniform and published information between insurers and their stakeholders about the security requirements and applicable devices, such as alarms, immobilisers, gear-locks and vehicle tracking devices and tracking contracts.





“All this uncertainty is not good for the consumer or the integrity of the short term insurance


industry.”





Mr Pillai’s criticism and comments on the issue of whether a factory-fitted alarm/immobilizer complied with a particular insurer’s requirements are contained in his ruling when Marinus de


Jong of Springs in Gauteng complained about the lack of advice received from Insurance


Maintenance Planning CC of Benoni, represented by Ms. Lizelle Bester.





We will give you a full summary of this case in January, but it essentially deals with a change in insurer and no adequate explanation of the differing terms (replacement product advice). Yet another example of a lack of standards in this area that is a recipe for complaints – food for thought – or maybe action!











FSB – Insurance Industry Regulatory Workshop





Immobilisers – The Ombuds View








FROM THE FSB




















2010 annual compliance report





There are a number of issues that we, in conjunction with the FAIS Forum of the Compliance Institute, are trying to obtain clarity from the FSB on, these are:





Conflict of interest draft proposal – awaiting confirmation of when this will be released.





Compliance Officer subordinate legislation draft proposal – awaiting feedback on the comments submitted by the Compliance Institute and others.





Plain language documents queries – various questions were asked following the publication of these documents – feedback is still awaited.





FSB management of KIs without sufficient credits – specifically where there is only one KI or the FSP is a sole trader.





First Level Regulatory Exams for Category A Representatives & Key Individuals – apparent discrepancies on the need for an RE1 exam for Long term A (funeral) needs to be clarified.





Differences in RE 5 and RE 14 in second level Regulatory Examinations – question on the need for two versions of RE2 exams for Long term A (funeral) - assuming they are needed at all.





Learning Material for Regulatory Examinations - when will the “free” material be available?





Communications between outsourced Compliance Officers and the FSB – this relates to trying to improve the flow of information from the FSB to Compliance Officers in a structured way – which at this stage does not occur.





PPR changes – awaiting an update to the comments submitted to the FSB.





Juristic Rep KI and Representative annual fees – questioning the need to have the juristic entity as well as its nominated KI added to the register as both attract a fee





KI applications lodged in December 2009 – the management of new KI applications before the year end requires feedback.





Category IV liquid asset requirement – the need for an immediate liquid asset requirement is under question. (see further detail in this Newsletter.)


























On the 21st January 2010, the FSB will be hosting an Insurance Industry Regulatory Workshop.  Information that will be share information on Regulatory Developments in the Short term and Long term Insurance Industry.





Topics that will be dealt with relate to: Binder agreements, Risk Based Supervision, Treating Customers Fairly, Solvency Assessment and Management, IAIS Papers and updates for the Registration and Compliance Department.





We will be attending this workshop and have booked our seats already.





The question as to which qualification would be appropriate for new entrants to our industry is one that we have difficulty in answering. Obviously, the most appropriate qualification would be one that not only helps in the day-to-day activities of practitioners, but would also provide dispensation for the second level regulatory examinations.





At the time of publication of this update, there have been no such qualifications accepted by the FSB. No doubt there are applications in the pipeline, such as the IISA Programme in Insurance and the FETC Short Term qualifications, but until they are actually Gazetted, they will not count other than as presently recorded.





Our advice in terms of new entrants is that a qualification registered as ‘Generic’ should be chosen, and be broad enough to enable the practitioner to add categories of license without having to write further qualifications. Although this will not enable the practitioner to dispense with the second level of regulatory exams, it will enable him/her to quickly change career direction relatively painlessly should this be desired.





It is essential that employers consult with their Skills Development Facilitator before registering new representatives on a qualification that may be found inappropriate.





Should appeals be allowed?

















Imfundo Initiative








We have identified all KIs and Reps that have either not achieved their required credit status or who have been unable to prove their status. 





We have written to each FSP to inform them of the action we propose taking, which is the voluntary removal of these people from the licence or where certain credits are in place but do not reach the required level, the removal of specific licence categories has been recommended. 





The effective date of this action will be 31 December 2009 but will be processed well before that date to ensure processing by the FSB. 





The FSP’s concerned will need to formally withdraw the mandate provided to these staff and ensure they no longer participate in any services for which licensing is required i.e. advice and/or intermediary services. 





Why delete on a voluntary basis? If we were to wait for the FSB to act on shortfalls for the KIs or FSPs only acted in 2010 the individuals concerned would need to be debarred which would entail having their details listed on the FSB website of debarred people and demand a period of non trading until the FSB approve appointment.  By removing these people in 2009 they can be added back to the licence in 2010 as soon as the credit shortfall has been achieved or proof of credit standing supplied – a much quicker option procedurally.











The FAIS ombuds office














IT’S THE FESTIVE SEASON AGAIN














This is our last Newsletter of the year so we assume that you don’t want a “bumper” edition and have left over a number of issues until January and tried to focus on the key issues only.





Next year promises more activity around the FAIS compliance regime with Regulatory Exams starting, upgraded Conflict of Interest protocols, new regulations for the UMA/Administrator market that are also likely to impact on brokers with mandates and new regulations governing the compliance officer. 





A big thank you to all our long standing clients for staying with us this year and to those that chose to join as clients for the first time.





Have a relaxing holiday period.





The Pretium Team











The final assessment opportunity has come and gone, with the results expected on or about the 20 December. These assessments and the concomitant moderation will definitely be verified by INSETA prior to the publishing of results, and we have been informed that they will be captured on the NLRD before the end of the year.





What we do not know is whether there will be an opportunity for practitioners to complete the qualification through Imfundo. The benefit of completing the short term qualification is that it will provide exemption from the second level regulatory exams for both personal lines and commercial lines.





If Imfundo is unable to offer continuation, we are certain that another training provider will quickly fill the gap; we will provide an update at the end of January.











Key Individuals and Representatives who have failed to achieve or prove their credit status – what happens next!








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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From the Compliance Institute of South Africa





CISA recently released the Generally Accepted Compliance Practice Framework (GACPF) 


 In the official press release, Julie Methven, CEO of CISA stated:





“An organisation cannot outsource its regulatory obligations and responsibilities. However, a number of compliance tasks can be successfully outsourced to suitably qualified and experienced practitioners, providing certain principles, standards and guidelines are followed and the materiality of any outsourced functions are carefully considered, ”





The important aspect of this statement to us is that “an organisation cannot outsource its regulatory obligations and responsibilities” all too often we find that clients expect us to assume this responsibility – we are there to assist clients to manage this responsibility not assume it. At a recent audit with a client where the upcoming regulatory exams were being discussed the comment was made – “well why do I need to know what FAIS is all about – that is why I appointed you (Pretium).”  Missing the point somewhat but a unfortunately a common view.





We are currently busy with an audit of how well we stand up to these standards – we will let you have the results in the January Newsletter.











Generally Accepted Compliance Practice Framework











Regulatory Examinations





There is still much that we do not know, such as the price, the regularity of sittings, venues, or even the exact content. Some of the feedback we received from the trials is that there were questions that were not supposed to be part of the syllabus. Hopefully this will be resolved and taken into account in developing the pilot examinations.





What is clear is that the questions are more complicated than expected, and unless a practitioner has a direct interest in compliance, he/she will have difficulty in passing the exams without adequate preparation.





Although the learning material will be made available free of charge, it is recommended that practitioners attend classroom instruction and for this reason, Pretium, in conjunction with Intelligent Compliance and Education, will be hosting a number of classroom sessions. Category 1 Representatives will attend a one-day session and Category 1 Key Individuals will attend a two-day session. 

















EDUCATION





Peter Veal’s Article’s on..

















Incomplete Qualifications





Many practitioners will have read the letter that the FSB wrote to the IISA in response to the IISA’s concerns regarding learners that have enrolled for certain qualifications that are not to be quality assured by the Insurance Sector Education and Training Quality Assurer.





In the FSB’s response, reference was made to Outlearnings Equivalence Matrix and its legal standing in terms of current Fit and Proper requirements. Widespread circulation of the letter caused frustration and fear among practitioners in that it appeared that old skills programmes written in the 80’s and 90’s such as the CoP and the ICiBS were no longer acceptable.





 We would like to make it quite clear that the letter should not be read out of context. It was drafted in response to the IISA’s presentation relating to qualifications that are not quality assured through INSETA and the letter has no bearing on any other matter. If the FSB has accepted certain skills programmes in the past, it will certainly accept them during the remainder of the transitional period.





With the transitional period soon to end, these types of problems will disappear.








Regulatory Examinations cont…








Remember, Key Individuals that are also registered to provide advice/intermediary services will have to write 2 exams unless the current requirements change prior to the first sitting. The price of classroom instruction will be R995 plus VAT per daily session subject to a class size of 20. Discounts will be given where venues are provided without charge or where a group of 5 or more are registered from one employer. Other specific requests will be considered and quoted accordingly.





Bookings for the examination itself will have to be made and paid for by the individual practitioner.





We will publish the actual dates of the classroom sessions as soon as we have been provided with the dates of the examinations.











Qualifications for post-transition





The first draft of next year’s report is out and comments have been invited. 





As you know we are actively involved in the FAIS Forum under the auspices of CISA and chaired the meeting held this week to provide a coordinated feedback to the FSB on this draft. 





We will provide some detail of the likely changes we will need to deal with in this report in January’s Newsletter – detail we may need to incorporate into our audit program for January – May 2010.    











If there is any doubt that the FAIS Ombud’s office make determinations, and by implication deal with each complaint received, based on “fairness” of the situation rather than pure legal interpretation then the article written by Natu Ranchod, assistant Ombud, in the October edition of COVER must be read. The conclusion put forward is that the financial services industry should “… buy into the concept of non-appealable determinations…”





What are your thoughts on this? 








Awaiting FSB input:








Can non-receipt of a policy document allow a client to dispute the terms and conditions applied?





The October edition of COVER has an interesting Short-term Ombud case that addresses this question – worthy of a read for insurers, UMAs, Administrators and Brokers alike. 





The moral of the story is that the insurer needs to prove that the policy was sent but this need not be at individual policy level.
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