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� EMBED CorelPhotoPaint.Image.8  ���





 The FAIS Ombud








Pretium Services Audit








At the recent Business and Human Rights Conference the Ombud made the following statement:


“Indeed, I can confidently say that at this stage that human rights and business ethics are very distant cousins who are not even on speaking terms.”


Heavy stuff indeed! The balance of the speech revolves around the need to see human rights prevailing in consumer protection. If you would like to read the full report this is available from the Ombuds office or website.
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The Long-term Ombuds’ case this month is far more interesting – with undercover surveillance of a complainant with hidden cameras, wheelchairs not really needed and the like – good soap opera stuff.


The Long-term Ombud now has a share call number, in conjunction with the Banking and credit Information Ombud – its 0860 OMBUDS (662837) 








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�








The  circumstances  in the case reviewed in February’s COVER has been seen many times. Car has an accident, no apparent major damage and then it’s found that the engine is seriously damaged and the insurer repudiates based on “consequential” damage. This case involved the Ombud so it was eventually paid in full.





















































This month we are concentrating on how you can benefit from the Skills Development Levy if you are not already doing so.





All employers have to pay to SARS a monthly Skills Development Levy of 1% of their payroll if their annual payroll is in excess of R 500,000. 





This can amount to sizeable sums, but if a WSP (Workplace Skills Plan) is lodged and properly managed, up to 50% can be recovered as a mandatory grant from INSETA. Furthermore, INSETA will pay additional discretional grants if the employer facilitates training which satisfies the skills gaps identified in the Sector Skills Plan.





Despite this, there are many employers who view the levy as a tax and forego these refunds and grants simply because they do not know the procedure to get access to them, or they do not have the know-how to do the job properly. This is particularly common with employers who are not large enough to warrant the employment of full time human resource managers or SDF’s (Skills Development Facilitators).














The procedure for claiming is easy:





To obtain the 50% mandatory grant, all the employer has to do is:





ensure that Skills Development Levy payments are up to date;


appoint an SDF (Skills Development Facilitator);


develop and lodge a Workplace Skills Plan in the correct format and within stipulated time frames; and


lodge an Annual Training Report in the correct format and within stipulated time frames.








Who can act as an SDF (Skills Development Facilitator)?


An employer can appoint any person that has the skills and knowledge and who is able to perform the functions of a SDF, that person being one of the following:


a dedicated internal employee; 


an outside experienced Skills Development Facilitator; or


a person who is employed by a number of employers to assess the skills development needs of a group of employers.


In appointing an SDF, employers should take into account that all SETAs would prefer SDFs to have undergone specific training; indeed in August last year, INSETA began the roll-out of a full training programme for all SDF’s who operate in the insurance sector, whether internal or external.


Employers can outsource their SDF needs if they do not have appropriate internal resources


For those employers that would like to receive the grants, but do not have the resources to allocate the SDF function to an internal staff member, there are a number of external SDFs operating in the insurance sector who would be happy to provide such services.


These are individuals and companies that are experienced and who do the job professionally, and who work closely with the SETAs. Their fees and charges differ, some making use of a percentage of the grants obtained, and others on an hourly or functional basis.


You have to meet the deadline


A  Workplace Skills Plan must be lodged in the correct format by June, and as there is a considerable amount of work for the SDF to undertake in its construction, it would be wise to begin as soon as possible.


For those employers that have not appointed a SDF and would like to participate in the INSETA grant system, it is recommended that one be registered with INSETA without delay.


If any of you would like further details or assistance in this area please contact our education advisor Peter Veal on 011 679 5493 or e-mail pete@pvbs.co.za.














As at the close of 2006 there had been 16,412 licence applications – the results being;


Approved: 13,639     


Declined: 1,004    


In process: 1,215


Lapsed: 532


Withdrawn: 13


Suspended: 6


And as far as compliance practices (that’s us and not those authorised for in house work only) there are 350. 








THE SKILLS DEVELOPMENT LEVY continued…..
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If you are reading this newsletter, please remember to pass it around your office.








 The FSB have just released their first FAIS NEWSLETTER aimed at FSPs and their Compliance Officers. This is the first formal communication of this type they have issued since FAIS started and it is most welcome. 


The first issue confirmed the new structure with the FAIS division, being:


Supervision – Will be dealing with on site visits, checking annual financial statements and FSP reports.


Registration - needs little explanation as to what they will be doing but also includes profile changes.


Enforcement – Will be dealing with complaints about misconduct of FSPs, client complaints prior to October 2004, suspension and withdrawal of licences and debarment of Reps.


It has been confirmed that as part of the above structure that all FSPs have been categorised into one of three types:


High impact


Medium impact


Small FSPs


No details has been provided as to who fits into high and medium or how small is small but our view is that most of our clients would fit into the small category – no offence intended!


There will also be a facility to direct “comments and suggestions” to the FSB from FSPs via a specific e-mail address regarding the Newsletter and these issues will be addressed in future issues. We have many suggestions we want to send in and would encourage you to take advantage of this process. However, we believe we should be part of any comments or suggestions you wish to make so we would ask that you submit these to us and we will forward them on your behalf – that way we can keep tabs on the responses. 


The FSB have also stated that their staff compliment will be increasing over the next month or so to around 72.They have said these additional staff will assist them to improve response times, quality of service, technical skill base and overall professionalism. We hope that this objective is achieved.
































Education


ICiBS – just how many credits would be allowed?


Education and the Skills Development Levy


Unisa
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Those of you who have had an audit using the Pretium Services upgraded audit format will have encountered the issue of Conflict of Interest protocol. We had anticipated that the FSB were looking into this issue and would likely be introducing new standards to force FSPs to have a formal conflict of interest protocol.


The FSB have been looking for input into just such a requirement and as they see it they are proposing:


The General Code should contain a specific section devoted to the management of conflicts of interests and require FSPs to have a conflict management policy which is implemented and understood by everybody in the organisation and monitored on an ongoing basis.





Conflicts of interest management will be categorised into the following categories:- Non-cash incentives and benefits that are viewed as inconsequential of nature; Non-cash incentives and the benefits that are viewed as educational of nature which may be received subject to  upfront disclosure to clients and recording thereof in a public register; Non-cash incentives and benefits that are viewed as undesirable inducements and which may not be received; Other conflict of interests situations and structures which must at all cost be avoided or disclosed in such a manner that it is clear to the client that it may lead to a conflict of interest between the provider’s interest and that of the client


These regulations will likely be included in the expected amendment bill due out later this year. We will keep you posted. 


.














Peter has written another article on the February issue of COVER on the subject of Recognition of Prior Learning (RPL).
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EDUCATION








We are members of CISA – our equivalent of the IBC/SAFSIA/SAUMA . We have been pushing for some time to get involved at a working level as CISA has traditionally been dominated by the banks and the large corporate compliance officers. FAIS has changed the profile of members somewhat with a large number of independent compliance officers on the scene and our role in many ways differs from the traditional view of what a compliance officer should do.





As a result the compliance institute has finally got an interest group off the ground for the independents. Whilst the first meeting was in October last year (we did not go as it was in the middle of the reporting season and close to the deadline) the thing really became official last week. From the small group that attended Craig volunteered, along with another independent Robbie Stutterheim, to manage the development of the Gauteng group. It is the intention is to get a Durban and Cape Town group as well, which we are hoping to be active in as well.





It is intended that the group will perform two main functions:





Establishing standards for the independent compliance officer under the auspices of CISA. This will be important as it is these standards that will basically be given to the FSB as part of their standard setting in appointing and maintaining a compliance officers status. We would sooner be part of setting these rules that will govern our business than let standards written by and essentially for the large corporates dictate how we should operate.


Discussion with other practices on common problems and issues and the most important aspect in our view, a formal avenue into the FSB with questions and concerns. It is the intention to have a high level FAIS division person in attendance at the meetings.





We will keep you posted as this group develops.








Last month we concluded by stating that it was not clear how many credits would be allowed in respect of completion of the ICiBS skills programme. We have since had confirmation from the FSB that if you completed the programme before it was aligned to Unit Standards, it is worth 70 credits at NQF4. If you completed it after its alignment to Unit Standards, it is worth 67 credits at NQF4.











The agreement reached last year on policy enhancements for Retirement annuity and endowment policy enhancements should have started in December 2006. As an FSP you will be required to ensure all your clients who qualify get their enhancement and not simply rely on the insurers getting it right.


On a similar subject the debate around the proposed amendments to regulate policy replacements continues and will be an important issue to all of you involved in the life industry as it will have an impact on your commission income. Anna Rosenberg of the LOA goes through this issue in the February edition of COVER








UNISA also have an article in February’s COVER dealing with the success of their insurance programmes which are run at NQF 5 & 6 levels. There is also an advert on P39 about these programs but unfortunately the closing date for registration ran out on the 28th February. Whilst these courses are good and focussed on insurance issues we believe UNISA will need to address the need for many students to write exams throughout the year as they have become accustomed to with the IISA model and by the more recent offering by the likes of INTEC and Damelin.
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Compliance Institute of South Africa (CISA) 





We have recently been discussing the exposure to complaints for poor advice provided by a UMA with a leading insurer active in the UMA model. Whilst our discussions have only just started we thought we would share the view of the insurer concerned, a view that we do not necessarily share at this stage, however, we will be pursuing these discussions to try and reach consensus between the role player and ultimately get the FSB’s opinion.


The view expressed is that a UMA can be held liable in terms of FAIS for advice provided to a broker who then uses that advice in preparing advice for their client or simply passes on the advice in its “raw” state to a client.


This has a number of implications, not least of which is that many UMAs (although not PS UMA clients) are only licensed for intermediary services. 


In addition, does this advice issue now extend to the written quotes provided by a UMA? Must they be 100% compliant with the disclosure requirements on their product or is the broker expected to play their role and ensure all aspects are dealt with where there are shortfalls in the UMA, or insurer for that matter, quote documents?


We have long advocated that brokers not use insurer/UMA quote documents on the short-term side for the presentation of quotes or advice as they do have many shortfalls. The life side by comparison do generally have very comprehensive quote documents that include all the required FAIS product disclosures.


Do UMAs need to upgrade their quote/renewal formats to protect themselves? If your own exposure is in question do you want the brokers to use their quote formats or yours? If you provide advice to a broker verbally should you now be ensuring that these interactions are fully documented and sent to the broker? This is certainly not how most UMAs would operate – there are many “casual” interactions where your experience is provided to a broker – do you need to be more careful?


We will keep you up to date as to how this debate progresses but in the meantime we have decided to be a little proactive and do a specific audit of all UMA quote/renewal documents against the FAIS disclosure standard required for a product and see how well yours stand up.


Besides UMAs many of our broker clients have mandates from insurers that allow them to perform a range of functions on behalf of an insurer. Some of these are tightly managed by the insurer, others less so. Any broker with such a mandate would do well to read the article by Caroline Da Silva of Santam in the February COVER magazine entitled “Outsourcing in Financial Services”. The article provides a hint into what controls the FSB are likely to be looking for from insurers who outsource services. Our view is that many insurers will start to tighten up on mandates given to brokers, either by totally withdrawing them or insisting that the broker demonstrate they have full and tight controls of their own on the tasks they perform.
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The Consumer Protection Bill





The Statement of intent for the Life Industry 








This Bill is expected to become law later this year. We are busy reading it to better understand its contents and it seems much of what it is looking to do is very similar to the requirements already contained in FAIS but as the Act will apply to financial services as well any additional regulation in the Act will need to be adhered to. 


One of the first items that jumped out at us that is a common practice in insurance, especially on the short term side, is what is being referred to as Negative Option Marketing. This is where you sell a client an extension of cover as part of a renewal exercise e.g. car hire and say the cover applied “unless you advise us otherwise.” The extra work involved in selling the car hire on a one by one basis may well make you think its not worth the effort – but then there is the FAIS regulation of acting in the best interest of the client!


Business is becoming hard work, isn’t it?


Another aspect of the Bill that will have an impact on the insurance sector is the strict liability it will impose on product manufacturers so the products liability insurers out there will also need to be doing some research. Donald Dinnie of Deneys Reitz explores this issue in more detail on P24 of the February edition of COVER.


We have heard many of our clients question the ability of retailers to sell insurance and deal with the FAIS regulation. Whilst we have our views it appears that these new sales outlets are doing well. Hollard has reported that its joint venture with PEP Stores to retail “starter pack” insurances for funeral, accident and cell phones covers is selling to over 11,000 people a month via the PEP stores.  











EDUCATION AND THE SKILLS DEVELOPMENT LEVY





The Registrar of long-term insurance now require that statistics on the exemption 4 (where an insurer requests the broker to complete the identification requirements) and suspicious transactions be supplied to it as part of the insurer’s quarterly compliance submissions.





As a result we would expect to see closer scrutiny of these issues by insurers as they will need to verify that such identification procedures are actually in place and not rely on the declaration – it is therefore vital that you ensure the regulations as detailed in your FICA manual are well understood and practiced.





Whilst the manual details all the identification requirements for differing entities (private, CC, Pty etc) there are currently no actual check lists in place. We are currently developing check lists to better assist you in this area. Remember to ensure your FICA manual clearly reflects which insurers have utilised exemption 4 in your case.


.











Underwriting Managers – their advice and quotations
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