[image: image1.png]P5



[image: image2.jpg]Pretium
Services









· Introduction
· What to Read???
· Advertisements
· News from the FSB
· Declined Licences
· Fraud
· The FAIS Ombud
· The Ombuds website
· Passenger Liability
· Dividends and the IGF
· Personal Lines Record of Advice
· And the Ombud says….
· Legislation and Regulation

· Legal Issues
· Education

As you will have noticed we compile this Newsletter by reference to many other publications and articles we ourselves read. We believe that no one publication, paper or electronic, gives you everything but those we find most useful publications are:
· COVER magazine (don’t forget our special subscription rates for our clients)

· FA news – the electronic version comes out every few days www.fanews.co.za. They also have a hard copy magazine.

· Insurance Times & Investment News www.itnews.co.za.
In addition the following sites should be on your favourites on Outlook:
· FSB – www.fsb.co.za
· FAIS Ombud – www.faisombud.co.za
· Insurance Gateway – www.insurancegateway.co.za (now linked with FA News).

And using our own Newsletter to highlight issues and point you in the right direction is our intention and should not be used in isolation.  


One of our biggest problems is managing appointments to complete audits when they are cancelled at short notice. As we make appointments for our team up to 3 months in advance the effect of a  cancellation is that it could take up many weeks to replace that audit. Whilst we appreciate there can be unforeseen situations within your business we really must try and make these audits happen. If our usual contact person will not be available then an alternative contact person is needed for that specific day and the files needed for us to audit can be made available so that the audit happens –even if on a limited basis. 

We will shortly be notifying you of our audit program for 2006 (other than for Cape Town which will be handled as a separate exercise) and we would ask for your co operation in diarising those dates provided OR making arrangements within your office for our visit.   


Those of you who advertise need should be aware that your licence status needs to be shown. The preferred wording to be used is “Authorised financial services provider- Licence number ****”.  Whilst brand awareness adverts need not be referred to us, remember that any advertisements that make statements of cover or comparison should be referred to us so we can ensure the FAIS requirements are met. 


We have had clarity from the FSB on what constitutes a “non-cash incentive” which forms part of a very specific question in the current FSB annual compliance report. On asking for clarity on what falls into this definition the following are deemed worthy of disclosure to clients:
· Provision of IT systems and/or contribution to IT costs,
· Prizes for winning insurer competitions,
· “Thank You” trips,
· Supplying of paper and other consumables.
Simple lunches and local non holiday golf games and the like need not be disclosed. 

So now we know how do we achieve this? The FSB have said that the rules around such disclosures are currently being reviewed by them and will be notified to all parties by them once complete. In the meantime it is vital that all such considerations are disclosed to us so we are aware of them and can plan accordingly.

On the subject to disclosure the issue for UMAs and administrators disclosing the fees they are paid by the insurer is currently very high profile. The Act clearly states that all fees need to be disclosed not just the existence of fees. SAUMA has recently sent a circular to all its members asking what happens on this subject and advising their members not to undertake such disclosure. We are also aware that at least 2 leading insurers in the UMA/administrator market are against the practice and have “consented” to disclosure of payments being made, including any profit share that may exist, but have stopped short at disclosing the actual amounts. Whilst in principal we agree with this stance we, as our UMA/administrator clients are aware, realise that the Act demands more. This aspect will form part of our focused audit program for early 2006, by which time the expected amendments to the Act may cast more light on the subject. In the meantime we would ask all such clients to discuss this matter with their principals once again to establish their latest views on the matter.


A full list of all rejected licences appears in the December COVER magazine – check them out if you have not already done so via the lists we have sent you. And whilst not issued by the FSB the LOA S referencing details should also be checked out.


We all talk about fraud but usually in the context of claims. KPMG have just released the results of a survey on fraud in Africa (COVER November p31). Apart from the general information, especially on where SA sits in comparison to the rest of the continent, were the results of where the risk areas were in SA. The areas of lack of internal controls and management overriding current controls were sitting at 69% - and you wonder why we advise you to have both documented procedures and quality control to ensure they are being followed.



The Ombud has released a ruling on a short term case. It involves ABSA (another bank broker!)  The case involved a number of issues around the cover provided for loss of use but included:
· The broker admitted he did not really understand the product

· The cover provided was verbally incorrect and not confirmed in writing. The policy schedule was only sent 3 months later.
Once again basic errors. Had the record of advice been detailed and the work flow such that it was issued at the time of the discussion and confirmation of understanding sought any confusion over the cover provided would have been cleared up. So the days of simply saying ‘Yes’, ‘No’ or ‘N/A’ on all those extensions are over – more detail has to be provided. And yes, don’t sell what you do not understand.
· The cost to ABSA – R 66,000 plus R1000 payable to the Ombud for handling the complaint.

· In another recent case it was clarified that the FAIS Ombud does have jurisdiction even when cases have already gone to court. As Mr. Pillai stated that to allow brokers to avoid the Ombuds office by issuing proceedings this “would defeat the very purpose for which this office was established” – It seems hiding will be difficult.

· Decembers COVER magazine details yet another ruling against a bank broker, a case where they failed to invest money as required by the clients. Both wanted money invested in money market accounts and the bank failed to provide this and invested the monies in other, commission paying, product types that did not meet the clients needs. The bank was ordered to reinstate the clients original investment amounts plus interest.


www.faisombud.co.za has some interesting articles in it and we would advise you to become familiar with it, especially those of you nominated as the complaints contact person. In addition to having full details of all the determinations handed down to date it also has the documentation required to submit a complaint to his office and a consumer “frequently asked questions” section. Remember your client may be looking at this and in terms of your complaints handling procedures you need to make a client aware of their right to contact this office so forewarned is fore-armed! 

The Ombuds first annual report was released on the 23rd November. Whilst we have not reviewed this yet it will be worth a read. 


The October Newsletter advised us that SAIDSA had resigned as a shareholder of SAIA Approved due to differences between the parties, not least of which was the insurers inability to request Bylaw 25 systems to ensure high quality alarm systems. The result is individual security companies will need to apply for their own regional accreditation – not very good for security standards. SAIA Approved will also not be merging with VESA so there will be two bodies out there doing the approval process – again not such a good thing as far as we can see. Insurance Times & Investment News is focusing on alarms and alarm warranties and the legal aspects in their 1st December issue.

SAIA Approved are also working on standards for defensive driving and tests for advanced driving. The standards and facilities used will eventually mean that certificates issued by them will be the only ones that allow for insurer discounts and reduced excesses.

The latest list of approved products and services can be obtained from their latest circular SA2005/029 or from their website www.saia-approved.co.za.

If you have one who checks that its legal and above board? Want to review how well yours stands up? Visit www.buys.co.za where you can get a free website compliance survey. Worth some time by your IT people.


In the latest FinMark Trust report they found that only 13% of South Africans have some form of life cover and only 9% some form of short term cover – interesting. A full summary of the report appears in the December issue of COVER.


Their legal liability – The November edition – includes an article by Prof. Robert Vivian on how and why a broker has a legal liability with various examples cited to illustrate his views – worthy of a read. 


The Road Accident Fund and the taxi industry – the December issue of COVER has an interesting article on the effects of the new RAF limits and regulations and the need for, or as seems the case the need not to have, passenger liability cover for a taxi operator. In fact in Gauteng passenger liability insurance was compulsory as part of getting a taxi licence. For those involved in the provision of this cover it appears you need to rethink your product. Remember in terms of FAIS appropriate cover needs to be identified and it appears this cover may no longer be appropriate.

A small article appears in Decembers COVER (p60) on the effects of dividends being paid by a broker and the effects on the company balance sheet and the subsequent effects on the IGF requirements. Need to know stuff if you have an IGF.   

Oops – we have just picked up that the definition of Household contents used in our personal lines record of advice templates restates the Buildings definition in error – it should read;

	The sums insured of this section should represent the full new replacement value of all household goods and personal effects regardless of age and condition

	

	



From the Life Ombud some interesting cases of claims disputes but nothing worthy of highlighting this time around.
On the Short-term side:
-
a case of a motor accident in which the driver of a vehicle, which was stationary at the time of the accident, only had a learners licence and was alone – the insurers initially repudiated, as you might expect, but the Ombud ruled otherwise as the lack of licence was not relevant to the actual accident. Whilst we do not necessarily agree with this the Ombud has spoken!

-
A household burglary claim where the insured was unable to prove value and ownership of certain items had her whole claim rejected. Contributing to this inability to prove the loss was that she was recently divorced and paperwork was not available. The Ombud pointed ruled that provided the loss was genuine, which it clearly was, the items claimed if they were in keeping with the insured’s lifestyle and compared to the remaining property such insistence by the insurers was wrong.

-
A case where an underwriting manager incorrectly rated a motor policy resulted in the insurer repudiating a loss, for which the assessment had been done and excess paid, because the wrong premium having been paid due to the UMA’s error. The Ombud, quiet rightly, ruled that as the agent of the insurer the insurer could not rely on such mistakes by the UMA to repudiate. 

-
A vehicle needed an immobilizer for theft cover to operate – this was not fitted but the vehicle did have a gearlock and tracking device – both in use. Vehicle was stolen and claim rejected as the correct devices were not fitted. The Ombud agreed with the insurer.  Remember – always remind and get proof of the correct devices fitted – similar does not work it would seem.



We have highlighted this to you before. COVER December p17 has a further summary – all of you involved in insurances in and around credit sales need to be aware of this, as should all brokers so that you can advise your client as to what they can and cannot take out.


We briefly mentioned this one last month and in the November edition of COVER (p62) Caroline Da Silva gives us a basic overview of the draft as it currently stands. With all this control on information the flow of information may soon stop as people will be unable to tell anything to anyone!! 


Has many provisions but one day to day aspect we all will see change are the new rules on buying a cell phone or SIM card from the 1st December. The rules require various documents to be provided to a dealer when buying the phone/card. These are not dissimilar to the rules the banks ask for in terms of FICA. The rules get more involved if you buy someone a phone as a present in that both parties need to provide documents - there goes the surprise cell phone for Christmas!
This Act is the same piece of legislation that provides rules on the accessing of employees e-mails by employers. Buys Inc. Attorneys have some useful, and free, information on this legislation – visit  www.buys.co.za to get more information and in particular their Newsletter of 16/11/05 has links for you to get the detail you need - we strongly recommend that you spend some time on this to ensure you comply fully. 


– this Act is being reviewed by government with a view to give it more stringency in fighting money laundering.  More detail to follow in the next newsletter.

They happen every working day but is the process followed correct? Donald Dinnie of Deneys Reitz starts a three part article in Decembers COVER on this subject. They have also produced a useful booklet on these important issues. Don’t think this detail is only needed by the insurers/UMA’s – know what should be done and brokers will be better placed to help their client.


Needed for cover to be in place? Read the review on p32 of December COVER, also by Donald Dinnie – if any one understands what the Appeal court mean please let us know – we fail to see how something as simple as paying your premium can be made so complicated.


Last month we reminded you of the deadlines applicable for achieving the minimum competency requirements. It appears that the FSB are issuing guidance notes on the subject as there has been much confusion. They have confirmed that for Representatives THE 2 OR 3 YEARS START FROM 1 October 2004 and NOT WHEN YOU WERE AUTHORISED. SO FOR THOSE OF YOU WITH PERSONAL LINES IN YOUR CATEGORIES THE 2 YEARS EXPIRES SEPTEMBER 2006. THIS MAY WELL BE A FEW MONTHS SHORT OF WHAT YOU EXPECTED. Key Individuals have 2/3 years from the date of appointment - so if they were already a KI as at 1 October 2004 their time frames start then if appointed for the first time later then that date of appointment is the start date. ONCE AGAIN WE URGE YOU NOT TO DELAY IN FINALISING STUDIES IN 2006 – THE GOAL IS 30 CREDITS BY SEPTEMBER 2006. 

We will be doing specific audit work on staff qualifications in the New Year to ensure no one falls short.




Advanced Diploma (Fellowship) – The IISA are busy with plans to transfer the fellowship program to UNISA as they have done with the Higher Certificate and Diploma. This new program is likely to be run from 2007 but the IISA still have some work to do to achieve an acceptable program for potential fellows.  There will be just two sessions in 2006 to complete the program on the existing program. With the likely costs for the replacement program being high we would encourage any of you who are almost there to get the current program completed in 2006.

December COVER (p78) gives brief details of the new structures for 2006. This includes a NQF3 course for non-core staff such as secretaries, receptionists etc which could be a useful addition/introduction to your staff development program. There will also be an additional set of credits available to complete the National Certificate in short term administration at NQF4 – 120 credits for people with COP and ICiBS who also have literacy and numeracy competency via their Matric. This may be a useful option where people do not want to go to the next level of the Higher Certificate.  At this stage this is only an option for people who completed ICiBS on the old syllabus and will be available as an option until June 2007. If you are in this category of learners we would urge you to utilise this option.

If any of you involved in the education of staff have not yet subscribed to the INSETA Newsletter we recommend you do as there are many details of new programs that they have developed. Go to www.inseta.org.za. The newsletter from 28/10/05 detailed what had been achieved by them to date. Some interesting numbers were quoted – did you know the sector serviced by INSETA is thought to have 89,000 employees, of which approximately 1055 fall into the category “labourers and elementary workers”. There are deemed to be 50 “large” companies (we are not sure what yard stick they use for this) and of these 49 have applied for grants for staff training and 49 of the 56 “medium” companies did like wise. The SMME sector did not do so well with 164 applying out of a pool of over 3800 – are you smaller companies missing something? INSETA have also run over 2100 learnerships for unemployed people to date of which 524 have achieved full time employment. 

Looking for accredited learning providers? Take a look at the INSETA website – www.inseta.org.za for a full national list of all accredited providers.

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 Faeeza@pretium.co.za
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And what will we be doing over the Christmas New Year holidays? The office will be closed from the 24th December and will reopen on the 9th January. Should you feel a desperate need for an audit during this time take a deep breath, maybe have a glass of wine and the feeling will pass and we can do the audit when we get back. Enjoy what ever you get up to and of course ensure you comply with all applicable rules!
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