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EDUCATION





Peter Veal’s Article’s on..





Regulatory Exams – the puddle gets muddier








By now, most of you will have read the FSB’s FAIS Circular 3 of 2011.  In the preamble, reference is once again made to the preparation guide that the FSB published on its website and states that this latest circular highlights the most essential aspects of the preparation process and provides a detailed list of the legislation that should be consulted during the preparation for both key individuals and representatives.





That’s fine – except that the legislation that it suggests be studied is not only different from what was previously published, but also includes material which has absolutely no bearing on the examinations. Board Notice 105 of 2008 makes it quite clear what should be studied, and this is succinctly detailed in the FSB’s preparation guide. 





The latest circular, for instance, states that the Financial Service Board Act 97 of 1990 should be studied by representatives. Perhaps it is because of Section 26 (this relates to appeals), or possibly Section 12 (Powers of the Board) but why would a representative need to study the remainder of this particular Act? 





And it gets worse. The circular states that representatives should also study the Financial Institutions (Protection of Funds) Act 28 of 2001. The requirements required of representatives as detailed in Board Notice 105 of 2008 include nothing in this Act that is not covered by the FAIS Act. Moreover, if it is necessary to study this Act why was it not included in the preparation guide published by the FSB which is still being used by the examining bodies in their correspondence with candidates?








Regulatory Exams – the puddle gets muddier cont…








Page 6 of that document categorically states that the examination will relate to:





The FAIS Act;


The FIC Act;


The General Code of Conduct; and


Board Notices.





There is no mention of the two additional Acts discussed above.





The circular quite rightly refers to the Fit and Proper Requirements, Board Notice 106 of 2008. But what about the amendments to Fit and Proper - have the published changes not been included in the examination syllabus? Interestingly, BN 151 of 2008, BN 95 of 2009 and BN 60 of 2010 are also notably absent from the recommended study documents for representatives in ‘Appendix C’ of the FSB’s preparation guide.





In addition there is complete confusion in regards to compliance officers. In the preparation guide, BN 84 of 2003 and BN 48 of 2008 are included as ‘study documents’. But both were overruled by BN 127 of 2010 so why should they even be mentioned? And in the latest circular there is no reference to compliance whatsoever.





Under “Task 3” for representatives (Appendix C of the preparation guide) it is necessary for the representative to fully understand the requirements relating to disclosures. However, column 7 (Board Notices that should be studied) is notably blank. So does this mean that the conflict of interest regulations published in BN 58 of 2010 can be ignored? I doubt it.





And similar comments apply to key individuals.





Wouldn’t it be nice if the FSB was to provide a list of all the documents that should be studied in one publication, with no backtracking or amendment? At least the training providers would know what to teach, and who knows, perhaps the industry would be less rebellious.








On the subject of RE exams some further info





A summary of the various insurers/ UMAs who are offering assistance to the brokers on the Regulatory exam front. These brokers are: Lion of Africa, Etana, AIFA, Metropolitan, Momentum, FIA, Sanlam, PSG Konsult, Masthead, CIB Insurance Solutions.


We are not sure to what extent these are being offered for free – given the FSB’s response to the FIA query on conflict of interest issues (see later article) it will be interesting to see how the FSB react, if at all, to any free offerings.


The FIA have recently announced (their circular 8 March 2011) that they have consulted attorneys to “seek legal opinion on certain aspects of these exams on behalf of members”


They have not divulged the specifics being addressed in this approach but they did say “it would be wise to carry on with preparations for these exams” Interestingly it said prepare for not write them!


The following is an article by Helena Wasserman, published in The Compliserve Newsletter of 11th March. It is lengthy but we felt it sets out nicely the views of both sides in the RE debate. The headline itself will probably be the most welcome aspect – if this indeed is correct. Our expectation was the third quarter before any announcement would be made.





Finance exam may mean pricey advice; Financial Services Board (FSB) expects to decide in May or June whether the deadline for passing the controversial exams for financial advisers will be extended





The Financial Services Board (FSB) expects to decide in May or June whether the deadline for passing the controversial exams for financial advisers will be extended.





The financial services industry is currently up in arms about the exams, which – according to


Sanlam Financial Advisers - could end the careers of 50% of intermediaries. Sanlam CEO Johan van Zyl called the exams "madness" and "unnecessary" in a radio interview this week.





Anton Swanepoel, an independent financial planner and specialist in the Financial Advisory and Intermediary Services Act (FAIS), expects that between 30% and 50% of all representatives could be forced out. More than 136 000 representatives have to pass the exams, which test their regulatory knowledge, to stay in the industry.








On the subject of RE exams some further info CONT...








This will have serious consequences for the man in the street, says Magnus Heystek, director of Brenthurst Wealth.


There will be a bigger demand for the services of those advisers who remain in the market, who will be able to increase their fees.





And in the end, South Africa will follow the trend in other countries, like the US, where getting financial advice will become as expensive as going to a lawyer, Heystek says.





"This will mean those who need financial advice the most will be left to their own devices."





Ronald King, director: financial planning and investments at PSG Konsult, agrees that those who are not in the higher income brackets may end up having to do without professional financial advice, and will have to choose investments on their own, using direct channels like the internet and through telephonic services.





Swanepoel also thinks a much bigger strain will be placed on intermediaries at banks, as many clients may have nowhere else to go for financial advice.





This may not necessarily be a profitable development for the bank, given the time and effort it takes to sell a R100-a-month policy, says Swanepoel.





According to one prominent financial planner, the exams are seemingly part of an "anti-adviser" sentiment among the financial authorities. Problems with a couple of intermediaries who gave bad advice have sparked an undeserved backlash that threatens to lay waste to the entire industry, he says.





But Wendy Hattingh, head of Fais supervision at the FSB, says that too many financial planners are currently giving "what they think is compliant advice".





The entry level standards to the industry are currently very low and regulatory exams are necessary for advisers to know what exactly the Fais Act, that came into effect six years ago, requires of them.





The FSB has seen “countless examples” where key individuals and representatives did not understand their regulatory role and responsibility.





"If they are doing what they are supposed to do, they have nothing to fear from the exams." There is a general perception in the financial services industry that the compliance officer is responsible for compliance with the Fais Act. This is not the case.





"The compliance officer is responsible for the monitoring of compliance only," says Stefanie McKenzie, manager in the FSB's department for FAIS registrations. A once-off regulatory examination will therefore ensure that all financial advisers and intermediaries have a proper understanding of their own regulatory role. The exams are compulsory.





Should any key individuals or representatives be in breach of the FAIS Act in future, they would not be able to say that they did not know what the requirements were and what responsibilities they had, she added.


A second level of exams, which focuses specifically on financial products, has also been


introduced. Advisers with some qualifications may be exempted from these exams.





It should be noted that the requirements were debated with industry, amendments were made several times and draft copies of the proposed requirements were circulated for comment before it became law, said McKenzie.





At the time that the competence requirements were published in 2008, and specifically the examination requirement, no questions were raised regarding the examinations. Now that the examinations have become a reality, there is a reaction and some people in the industry claim there was not sufficient consultation.





"Records were kept of all the meetings and workshops that took place during the two-year consultation period, but it will not be appropriate to circulate these details in the industry. Should it be necessary, this information will be submitted to a court of law."





The main complaints from advisers are that the multiple choice questions are too difficult, that the exams are only available in English, the deadline (December 2011 for the first regulatory exam) is too tight and that the required pass mark (65% or 66%, depending on the exam), is too high. Many also balk at the cost (R900 an exam).








On the subject of RE exams some further info CONT...








Hattingh says that only an extension of the deadline to pass an exam will be reconsidered. "The pass rate is being monitored continuously, and should any intervention be required, the office of the registrar will take appropriate action," the FSB said in statement.





Only about 800 people have written the exams so far and they do not provide "reliable statistics in terms of the pass rate", according to the FSB. It is expected that a clearer picture will have emerged by May or June.





"Examinations where adult learners are involved usually show a trend where the initial pass rate is low, and then steadily increases over a period of time. The reason for this is because adult learners (unlike school going children) are not continuously studying, and often rely heavily on their experience to carry them through an examination.


"If the examination requires a certain level of preparation and study, the initial pass rate is low, until such time that the word has spread that preparation is critical, and then the pass rate will increase," the FSB said.





Addressing complaints about the questions, the FSB said the questions were developed by "subject matter experts". Every question is linked to a specific qualifying criterion and has an "audit trial" to ensure quality control.


After pilot exams, the FSB already lowered the expected pass mark from 70% to 65%. It says it compares favourably with the JSE examinations, for example, where traders have to achieve a pass mark of 70%.





The pass mark can't be lowered further due to the nature of multiple choice exams. In tertiary exams, candidates are often disincentivised to guess by applying negative marking methodology (when a question is wrong, marks are deducted).





Cramming won't work "If the pass mark is reduced to, say, 50% and the examination bodies do not apply negative marking principles to prevent people from guessing, it could happen that a person who knows 35% of the content has a chance to pass and to get 51%.





"It will be difficult if not impossible to really say a person is competent if that person only really knows 35% about their function that they are certified competent to perform," said McKenzie.  While it is estimated that half of advisers are Afrikaans-speaking, the FSB will not consider translating the exams because of the cost of having them in all 11 languages, and also because the subordinate legislation issued in terms of the Fais Act is available only in English.


The FSB has warned that advisers should study the relevant legislation for the exams.  "It seems that most people in the industry would like a 'quick fix' when it comes to the preparation for the examinations.





"Many are enrolling for one- and two-day courses, and read information given to them by training providers. It simply is not possible to work through all of the criteria in a short space of time, and then to have a meaningful understanding of the legislation.





"These are the people that are failing the examination, and they are usually enraged because they feel they did prepare and often paid money for the training and preparation."  There are various different training providers offering courses and training materials, none of which is endorsed by the FSB.  "(Some of the) training providers and staff are not subject matter experts in terms of the legislation, and we have evidence of training personnel offering training that failed the examination themselves.





"The FSB says some of the courses simplify legislation to such an extent that candidates cannot recognise legislative terms when they encounter these in the examination, and that most candidates using the training materials attempt the examination without ever having read the legislation.





"It is not the intention of the FSB to put any financial services providers out of business, but to ensure that industry is empowered to do its business better for its own and its clients' benefit."








Comments on those that have sat the RE exams so far





Not too bad, but I expected a better result. Only got 66%, but had guessed I would get about 10% more than that, so a little confused? Anyway, I guess I should be grateful I passed.


From someone who failed by a narrow margin- “I obviously got one more question wrong than allowed. I thought I had creamed it some of the answers were even trickier than I thought....The answers seem to be there more to trick us, than to elicit knowledge. There is no way, that without preparation and close studying of material, anyone is going to pass this exam ..... Everything is important, but dates and penalties come up a lot. Have to prepare for questions where negatives are asked for e.g. which of the following would NOT apply? i and ii or i and iii or all ? They come up quite a lot.


It appears that the examiners have gone out to make the understanding of the question particularly difficult to interpret, when the questions could be far simpler and cover all the study material. For example the Q&A in the study material provided by Inseta is straight forward and tests ones knowledge adequately. This approach would make sense and the exams passable. On the current basis they will have to drop the pass mark to 50% just like any degree out there, to make the exam passable.


So I downloaded manual from Inseta and studied that.  I read through it 4 times, answered the self assessment questions and felt very confident that I was well prepared.


Exam date came and I walked out of it wondering if I had written the wrong exam or studied the wrong manual.  I felt that most of it was guess work.  The questions were nothing like the self assessment questions I had used to prepare.  Almost every question in the exam was  scenario based applying the knowledge learned and a lot of it seemed not to have been covered in the study guide provided. I passed by some miracle with 80% but I was SO surprised that I got it!  I'm still not sure what I should have studied and am not sure how I could better equip my colleagues?? Or even how a workshop would help if it only covers the study guide!


I used the INSETA material from their website. This I read twice before going to the workshop. Made hand written notes of the important things for revision before the exams.


I did the INSETA assessment questions only on the second read. Question not the same as the exams though. Exam questions more on the application of the study material.  Attended the Etana workshop, this did add value to the study material.  In the Exams I focused more on understanding the question and answering the question in my mind then looked at the multiple answers given.  After the exams I could not tell you that I was certain of passing. It was tough and needs a lot of preparation.





And for those about to write you may have heard of a petition on the matter, which reads;





Dear Colleagues.   





If you do NOT have to write the RE1 exam please do NOT sign this petition.  If you do need to write it, may I ask you to support this movement by signing after you have clicked below.   Here is why:





1;  I believe that all insurers should be qualified and we should study for our knowledge to the highest level of our ability. I've done just that by getting an F.C.I.I.(Equivalent to FIISA).





2. I believe strongly in registration of Insurance Brokers to see that we all uphold the highest standard of ethics.  I also support Standard Commission Levels for all Brokers.





3. I do not support the proposed RE1 exams in their present form. It is knowledge that we do NOT have to learn like parrots. We need to know where to find it (and that applies to Key Individuals and not Representatives). It is up to the KI to see that the Broker House is complying.  Attorneys do not have to know every law off by heart.





Tax Advisers do not learn the Income Tax Act word for word.  Even Doctors will look up their books to see what might be the best medicine.  In other words - THEY ALL KNOW WHERE TO FIND THE INFO THEY NEED.





So why do all Insurance people need to learn all this info like Board Notice 105 etc etc etc like parrots?   It is absolute nonsense. Does it make us good Brokers? NO !!








Comments on those that have sat the RE exams so far cont...





4. If the exam was in an Open Book format I wouldn’t have too much problem and I believe that Key Individuals would have no problem writing such an exam. But why should a Representative who simply sells Personal Insurance ONLY have to learn all of this and pass RE1?





5, By the way I do support the RE2 exams and if we are good Brokers we should pass without even opening a book!! 





Therefore I ask all of you to please sign the Petition if you agree with what I've said. If not - don’t.   It's time we all stood together on this. And one final question.  Picture it is now the end of December and only 30% of the examinees have passed.   THEN WHAT????





 And the author is not educationally challenged – this is taken from the signature on the mail.





B.A.;  F.C.I.I.;  F.I I.S.A;  F.I.B.A;   M.I.Mkt.M Chartered Insurance Broker - London.





In no way do we support a petition and also do not believe it will have the desired impact. We are unsure what the take up rate is but it does seem to be doing the rounds quiet well. It will be interesting to see if the FSB do in fact respond directly to this given that they have been listening, as evidenced by the recent circulars, to the grumblings generally.





The IISA, in conjunction with the FIA have organised a series of workshops –brief details as follows;





Representatives two day workshop will take place countrywide during April and May 2011.  


Key Individuals/ Sole Props two day workshop will take place countrywide during June and July 2011.


Costs for these workshops are R399p.p for FIA and IISA members and R741p.p for non members.  For further information and/or to book, contact Ashleigh van Zyl: � HYPERLINK "mailto:Ashleigh@fia.org.za" �Ashleigh@fia.org.za� or fax number 0867 298 795.








Draft Directive





FROM THE FSB





A draft directive from the insurance division dealing with the issue of IGF’s and the non compliance with Section 45 of the Short Term Act. It deals specifically with what are the allowed alternatives to the IGF Guarantee. We are aware of at least one facility put in place that provides the required guarantees but the FSB are clearly unhappy with this structure and are seeking to limit the development of this and similar structures going forward. For those affected we will keep you posted.





A circular, also from the insurance division, that is seeking input from the market place on the practices within the travel industry. It is not totally clear as to the objectives of the exercise and to what extent it may have an impact on the FAIS aspects - specifically from the licencing of travel agents and their staff as part of the distribution chain. As usual we will keep you posted on developments.





Withdrawal and suspension of licences via Board Notices 46 & 48 respectively and the lifting of withdrawals and suspensions via Board Notices 47 & 49 respectively are available following publishing on the 11th March.








(Not) From the FSB





Clarity on the educational requirements for the appointment of a Key Individual from the banks of Representatives who are deemed transitional in terms of the increasingly infamous (it seems) Board Notice 105 of 2008. Is this due to real confusion within the FSB? We honestly don’t know but will continue to push for the needed clarity.








FROM PRETIUM





FAIS & FICA awareness training








We undertook last year to make this training available from early this year. You may have noticed this has not happened. A number of good valid reasons from our side, but in simple terms we have simply not had the time to put this together. In addition from your side most of you are still getting your head around Regulatory Exams – both planning, implementation and of course the cost, so to launch additional training may not have been well received, even though the target market for this training would be people not yet ready for REs or people who do not even have to do them (well this is what we are telling ourselves so we feel just a little better about our own delays)


These plans are still in the pipeline and we will be going ahead later this year.








Insurers, UMAs and Administrators – Other FSP verification standards








Many of you are now looking at this process more closely and whilst you may not be achieving the full extent of the verification of Rep status, for good logistical reasons, at least a process is there. 





The approach to SAIA to gain access to the FSB licence data base that we reported on last month, which should enable their UMA/Administrator partners to have access as well and thus enable the full verification process to be achieved has made no progress as far as we have been able to ascertain.





One aspect of the agency process that seems to have been overlooked is the need for fidelity guarantee cover for credit brokers. Any credit broker needs to have both PI and FG covers in place for the minimum limit of R1M (Category 1 FSPs) yet we see proof of PI being requested but not FG, so please ensure this is added to your application check list.





Don’t forget that the full 3 pages of the FAIS licence is needed – not just the cover page.








Conflict of Interest





Whilst we are sure you have not forgotten we thought a gentle reminder may be in order. The deadline for completion – which includes publication of and awareness training to staff – of your conflict management policy, is 19 April 2011. And please do not wait for our next meeting to provide us with details. We need to see and sign off your plan, which includes reviewing your “mapping” work BEFORE you go public.





On the same subject SAIA did approach the FSB with some questions/suggestions on the new regulations, and the FSB has now responded. Whilst there are too many items to list here some of the issues raised and clarified (well that is the intention but maybe not always so from the SAIA perspective) were:





Training events and the provision of meals and refreshments – were these to be included in the immaterial financial interest? The response was that these need not be included, but reference of the rider to this should be noted i.e. “the training event should not be used as a platform for entertaining intermediaries and as such the meals and refreshments should not be extravagant in nature”


Provision of Regulatory exam training – is this allowed? The response was that this was in order provided it was paid for.


Sponsorships to reduce the cost of training – is this a financial interest? Apparently this will be seen as a financial interest as the cost of training is something that would ordinarily be paid for by the FSP. This opinion would seem to put paid to the provision of free CPD based training by insurers and UMA’s. There would need to be a fair value cost charged it seems. 








Conflict of Interest CONT...








Our view on this and the RE training is that the FSB have to be missing the point – surely assisting the industry to up-skill has to be good for the industry? Yes we accept relationships will be enhanced by such offerings but providing training should be encouraged and not put into the same category as invitations to golf games? Insurers will be looking to divert their marketing spend from the traditional entertainment provided to a narrow base of people to broad base of people via education and to make this a conflict of interest seem short sighted.


    


The relationship between a UMA and their insurer partner cannot be seen as a conflict of interest. (We believe this specifically relates to the limitations on immaterial financial interest). The response disagreed with this view and stated that a UMA cannot be excluded from the regulations. We do not believe this really addressed the question, but for now the limitations apply.


There are other questions (we have a full extract if you would like one) but all basically follow the same line – the regulations will not be amended as there is nothing wrong with them generally and no confusion caused by specific definitions – irrespective of what SAIA has to say – or any other party we assume.  








Companies Act





The new Companies Act is about to come into effect on the 1 April 2011.





CIPRO is now the regulatory agency for enforcement of the Act and is no longer a filing agency.  A legal company will now have the same rights as a natural person but with limitations.





Schedule 2 and 5 of the new Companies Act are the most important sections.  Section 2 deals with the conversion of a CC to a company and section 5 deals with the orderly transition from the old act to the new act.





The only section that remains in force from the old Act (1973 Act) is the winding up and/or liquidation of insolvent companies.





The new Act is more reader friendly and the sections have been cut down by half.  A company’s tribunal has been set up to assist the public get through the transition stage.  





All companies registered in terms of the 1973 Act and is a pre existing company, will now be regulated in terms of the new Act.  They will keep the same name and registration number.





A company’s articles and memorandum of association will now need to be merged to create a Memorandum of Incorporation.  Companies have until the 13 March 2013 to set a memorandum of incorporation.














Consumer Protection Act





On Friday, 11 March 2011 we saw the launch of the National Consumer Commission.  The NCC is a result of the NEW Consumer Protection Act which comes into force on 1 April 2011.  The NCC’s main aim is to deal with complaints from consumers.  They have the authority to impose fines of R1million or 10% of the annual turnover – whichever is greater.





The National Consumer Commissioner is Mamodupi Mohlala promises that complaints will be resolved within six months from the date the complaint is lodged. You can contact the NCC from the 1 April 2011 on 0860 266 786 or on fax 0861 515 229.








Bluezone: Scamsters’ helpers face tough action – loophole in the FAIS Act that exposes the public to the risk of dealing with unlicensed FSPs and their representative.





Nolunta Bam, FAIS Ombud, wants the FAIS Act to tighten up to stop property scamsters from side stepping the Acts provisions by registering unqualified representatives and intermediaries.


Bam refers a lot to her determination related to the collapse of “fraudulent” property syndicator Bluezone.





Bam also stated that:


The conduct of the accountants and the property valuators involved in the failed syndication be investigated by their respective regulatory bodies; and


The actions of BlueZone’s lawyers, Honey & Partners, be referred to both the Law Society and the National Prosecuting Authority (NPA). This is the second time that the ombud’s office has referred a firm of attorneys to the Law Society. 





In her determination on the BlueZone case, Bam singles out Honey & Partners, naming HE van der Walt, GS Goodes and JJ van Zyl as directors/partners of the firm. Van Zyl was “one of the masterminds behind BlueZone” and one its directors, something he failed to disclose to investors, Bam says. 


Honey & Partners “was a vital cog in the entire BlueZone investment scheme”, she says. 


As the conveyancing attorneys for the Blue Dot syndication (a BlueZone development), the firm knew about the sham BlueZone valuations that were designed to swindle investors, Bam says. 





Honey & Partners also started to pay interest on deposits to complainants and other investors (apart, to Bam’s knowledge, from one case) only after the ombud had raised the issue in a determination. 





In terms of section 13 of the FAIS Act, a FSP that employs representatives is supposed to certify to investors that its representatives have the skills to represent the FSP and that they meet the Act’s fit and proper requirements. 





Bam says that intermediaries, whether they are FSPs or FSP representatives, who fail to comply with the FAIS Act and the Act’s code of conduct will be “marketing those products at their peril and will be held responsible”. 





OMBUD GOES FOR THE MASTERMINDS 





The perpetrators of financial scams have for the first time been called to account by Noluntu Bam, the Ombud for Financial Services Providers. 





To date, the ombud’s office has targeted only the advisers who sell fraudulent and high-risk products. However, in a determination issued this week, Bam ordered that Jacob Johannes van Zyl and Hendrik Christoffel Lamprecht, two of the directors of the fraudulent BlueZone property syndication scheme, be held accountable and forced to compensate an investor. 





The latest two property syndication determinations by Bam are: 





GWB, a pensioner from Diep River in Cape Town, assisted by his daughter, complained to the ombud that John Alexander Moore, of Kenilworth in Cape Town, and his company, Johnsure Investments, incorrectly advised him to invest R100 000 in BlueZone’s failed Spitskop Village syndication in Mpumalanga. Another complaint has been lodged against Moore for advising GWB’s wife to invest a further R250 000 in a troubled Sharemax property syndication. 


In her determination, Bam referred to a fraudulent deal in which Blue Dot Properties, whose directors included Van Zyl and Lamprecht, bought the Spitskop syndication land for R1 057 000 and then sold it to Spitskop Village Properties for R118 million, giving them a handsome profit at the expense of investors. At the time, the property was unused agricultural land. 








Bam says that even after the police sent a letter to investors warning that BlueZone was in contravention of a number of laws, Moore did nothing to advise GWB about the investment. The laws included the South African Reserve Banks Act, the Financial Advisory and Intermediary Services (FAIS) Act, the Unfair Business Practices Act, the Restitution of Lands Act and the Companies Act.





FROM THE FAIS OMBUD





FROM THE FINANCIAL INTELLIGENCE CENTRE (FIC)





An extract from a circular by the FIC on 1 March – the deadline for registration for accountable institutions. Some of you may not have registered as yet as we have not had confirmation from you. So if this applied we suggest you follow the guidance of the FIC. 





“The FIC strongly recommends that institutions that have not as yet registered, do so as soon as possible. Late registrations closer to 1 March 2011 will be viewed more favourably, as sanctions could be issued for late registration in due course.





The FIC reserves the right to issue sanctions or penalties for late registration under the Financial Intelligence Centre Act No 38 of 2001 (the FIC Act).





The failure of institutions to register with the FIC constitutes a contravention of the FIC Act, which carries a maximum fine of R10 million or 5 years in prison, or an administrative sanction. This sanction may include, but is not limited to, a reprimand, a restriction of business activities or a financial penalty not exceeding R10 million for natural persons and R50 million in respect of any legal person”








The NCC, regulators for the Consumer Protection Act, has issued Guidelines for development of industry codes of conduct for accreditation. They stated that the purpose of this document is to provide practical guidelines to industry groups on the development of industry codes of conduct. 





The development of industry codes of conduct is being encouraged by the NCC that contain legally correct provisions that are aligned to the object and spirit of the Consumer Protection Act 68 of 2008 (the Act). Industry groups are being encouraged to start drafting their industry codes for submission to the Commission for its review and recommendation to the Minister to accredit under Section 82 of the Act. Formal accreditation of these codes will reduce legal uncertainty where codes are used to guide the resolution of disputes in an industry.





Whilst, initially at least, day to day financial services are excluded from the Act, brokers should keep pace with the development of these codes within their clients industry groupings.





Also see the various articles under “Interesting articles we have read” for other CPA related issues.








FROM THE NATIONAL CONSUMER COMMISSION (NCC)





INTERESTING ARTICLES WE HAVE READ





Succession planning in the intermediary industry by Joe Kotze of the FIA. As it is related we would suggest reading the article listed in Insurance Gateway by Glacier Financial Solutions (Sanlam) (listed 15/2/2011) on the impact of Capital Gains Tax as this needs to be considered when making your own plans – not just those of your clients.








Insurance Gateway (www.insurancegateway.co.za)





Has links to a number of articles that act as useful follow ups to our item in last month’s Newsletter on the need for 


brokers to be more aware of the need for expanded covers for their clients due to the CPA and the new Companies Act:


Listed 22/3/2011 – an article on the implications of the Companies Act, effective 1 April, from Camargue 


(Also see an article in Risk SA March from Chartis on the same subject)


Listed 1/2/2011 – an article from AON on the implication of CPA, effective 1 April, (Also see Risk SA March for 


further input on CPA from Metropolitan Retail and Camargue and Danny Joffe of Hollard)


They also have the article on the First for Womens reaction to the EU ruling that offering cheaper motor insurance 


to women is discriminatory and have therefore stopped this. You can read the article (posted 23 March) for yourself but we just wanted to quote the average cost of a claim for 18 years – men V women, in both the UK and RSA








Insurance Gateway (� HYPERLINK "http://www.insurancegateway.co.za" �www.insurancegateway.co.za�) cont...





This is further supported by statistics in the UK that state that the cost of the average car claim by an 18-year old man was £4,400, while that for an 18-year old woman was £2,700. In South Africa, the cost of the average car claim by an 18-year old male is R11 997.00, while that for an 18-year old woman is R8668.00. 





We wonder why? Do the ladies crash a little more delicately? 








Enterprise Risk – February edition





Article on STRIDE (the information sharing initiative within the short term sector) why should you be interested? Well for those who will be binder holders for insurers then your IT system will need to be able to handle compliance with this structure. So if you are about to move into an IT infrastructure environment for the first time establish the providers views on and involvement on STRIDE.








RiskSA





Complete their survey of the niche operators out there with Watercraft, Wildlife & Woodworking.


Time bars – an article by Donald Dinnie of Deneys Reitz on the use of time bars within the realms of the latest PPR regulations. Need to know stuff if you look after policy wordings.


Plain language – and if you are looking after policy wordings then Peter Atkinson of the FIA gives his thoughts on the likelihood of this being achieved in the insurance industry – and of it is the possible consequences. 


How about this: South African art collectors will be reassured at Artinsure’s announcement that it will now be offering policy holders an automatic increase of 150% upon the death of an artist. An automatic inflation margin of note!  Well most of us are worth more dead than alive!








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.
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