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








THIS MONTH’S TOPICS








From Pretium


Financial solvency





From the Pensions Fund Adjudicator


A D S WATT v SOUTH AFRICAN RETIREMENT ANNUITY FUND AND OLD MUTUAL LIFE ASSURANCE COMPANY (SA) LIMITED 


A J BOOYSEN v VISTA UNIVERSITY PENSION FUND,SANLAM LIFE INSURANCE LIMITED, OLD MUTUAL LIFE ASSURANCE COMPANY (SA) LTD, AND UNIVERSITY OF JOHANNESBURG 





Interesting articles we have read


FANews June 2011


FANews (mailed 30 June) some background on Regulation 28 for the pension fund people


RisksaWired released on the 29th June


A comment from within an article by the FIA


From a client’s monthly newsletter to his clients


Insurance Gateway – July 2011



































Education


Nothing changes, yet nothing stays the same


Comments from a client on his RE exams





From the FSB


Binder regulations


Courier/Transporter information letter


FSB circular on annual levies


Qualifications


Circular on late notifications of Section 14(1) of the FAIS Act Debarments by Financial Services Providers





From Pretium


KI and rep registers


Replacement product advice – a useful tool


Proposed Category V Code of Conduct


One of our clients


FSB seminars


Insurer incentive scheme


Another insurer that caught the headlines in the past month – for the wrong reasons












































EDUCATION





Nothing changes, yet nothing stays the same














One of our clients





FSB seminars











Generic qualifications – people may apply for exemptions for this however they need to have very good reasoning in the motivational letter submitted.  The application will be considered by a review body who will make the final decision.





Exemption from the 2nd level RE exams;





we recently had a need to discuss the need for application for exemption from the 2nd level RE’s. To our surprise it would appear that there may be a very limited exemption possibility from these even if you have a generic qualification. The example if a situation that may allow such an explanation is as follows;





A 70 year old man finds it too difficult to study.  He has passed him first level RE but knows that he will not pass his second level RE – due to his age or ill health.





He may then submit an application to the FSB to consider his exemption.   Should the FSB feel that he has a good enough reason, they will exempt him.  If the reasoning in the motivational letter is not solid enough, his application will be rejected.  He will then loose the R5200 that he had paid and he will have to sit the second level RE.





We doubt this will be an option that will be accepted too often.





Where you have a specific qualification – there will be an automatic exemption.  The FSB are currently busy with an online program that will allow users to see who has to or does not have to write.  It will apparently be the duty of the compliance officer (and the KI we would like to think) to ensure those that do not have specific qualifications write this exam.





More details will be released in the near future.








INTERESTING ARTICLES WE HAVE READ





Proposed Category V Code of Conduct








From a client’s monthly newsletter to his clients








FSB circular on annual levies


























�  Insurance Gateway – July 2011





A comment from within an article by the FIA








The two most interesting issues to be dealt with by the FSB in recent weeks, other than the extension of the 1st level RE exam deadline, have been;





The latest draft of the Binder Regulations and 


A draft Information Letter – which in FSB speak is a reminder of what you are meant to be doing and/or stop what you are doing – on practices within the courier and transporter business sectors








Qualifications








Small businesses playing Russian roulette -Leading business finance and insurance experts said more than half of the 500 000 small, medium and micro businesses in South Africa are substantially under-insured. 


Must be an opportunity?














Binder regulations








FROM THE FSB





Insurer incentive scheme 











We provided some detail of this proposed code last month but unfortunately we received no feedback from any client so our limited commentary based on our views was submitted. These included:





A general feeling was that better results would be obtained by having a specific code for FSP’s operating in the short term categories. This code further confuses the provision of advice in the different key categories of business.


Generally of client that would be affected by the relaxation of the attention to detail in the record of advice process is probably the category that has always enjoyed the best level of advice anyway and in practice any client who qualifies would probably see little difference in that level of advice. 


Whilst the above point may apply if a client is to agree to being treated as a professional client and is now aware of what he need not be provided with is the field not being left open to what is to be provided? Should there not be a requirement that the alternative level of service be documented in a formal agreement/contract as the FAIS Ombud would need a point of reference as to what applied when dealing with any subsequent complaint. 4. (1) (C) needs to cater for this – the reference to “consequences” is too vague. 


Third paragraph of “Background” Clause : Should read “internationally accepted principle…”


The definition of “Associate” does not include a relationship of consanguinity (similar to Conflict of Interest)


As the Companies Act 71 of 2008 is now effective perhaps the references to Companies Act should be amended to Act 71 of 2008.








Fairness is at the heart of the insurance claims process. If you play open cards with your insurer and advise them of any changes, including changes to the valuation of your insured goods, as required by the policy, then the claims process will run smoothly and the perception of having to inflate a claim to get what you are paying for is completely eliminated!





Does it ??





And their words of wisdom;





Remember, if you ever need a helping hand, you’ll find one at the end of your arm…….As you grow older you will discover that you have two hands. One for helping yourself, the other for helping others.


‘Audrey Hepburn’




















A J BOOYSEN (“complainant”) v VISTA UNIVERSITY PENSION FUND (“first respondent”), SANLAM LIFE INSURANCE LIMITED (“second respondent”), OLD MUTUAL LIFE ASSURANCE COMPANY (SA) LTD (“third respondent”), AND UNIVERSITY OF JOHANNESBURG (“fourth respondent”)








We are currently reviewing out rep registers in order to make sure all is up to date as Annual Levy Invoices will be issued shortly.





Please refer to our article FSB CIRCULAR ON ANNUAL LEVIES for more information.





A client referred the latest broker initiative launched by Auto & General which states;


We're also launching an innovative Broker Challenge!��“We are looking for new ways in which to keep the serious business of insurance more fun and stimulating. Therefore we are asking our valued Broker partners to take part in a competition to showcase your superior skills, and stand a chance to win some amazing prizes doing what you do best! ��Your mission - increase leads and have some fun! ��You are invited to exhibit your remarkable talent in this challenge that has the added excitement of a bit of friendly competition.��Establish your clients' short-term insurance needs and if they opt to be insured by Auto & General, you're on your way to competing”





STEP 1�Register your brokerage by clicking below





STEP 2�2 leads generated per day will get your brokerage into the daily draw.





STEP 3�The more leads logged, the higher the chances of your Brokerage winning! There is a prize up for grabs everyday!





� HYPERLINK "http://www.autogen.co.za/broker-challenge/index.asp" �� INCLUDEPICTURE "cid:image012.jpg@01CC3B31.54751FA0" \* MERGEFORMAT ����





And the obvious question was what about Immaterial Financial Interest? Our response was;





“My view is that a competition is allowed however the prizes would be subject to the R1000 limit. From the pictures I would be tempted to say that these limits would be a tad higher than that.





I am glad they have emphasised that the needs have to be done first but care would be needed by a broker to ensure that the suitability of product and insurer were not clouded by the potential for prizes. And of course there would need to be disclosure of the competition to the client.





I don’t believe however that A&G should be running this kind of campaign – our opinion is that this type of campaign is against the overall principals.”








We have recently seen a tool known as QuPi which provided a comparison of personal lines products from a number of leading insurers/UMA’s that will assist with the advice around moves between or from any of these. 





Policy Wording Comparison aid for Brokers:


We have recently seen a service known as QuPi which provides an analyses and comparison of Personal Lines policy wordings of leading Insurers/UMA's that will assist the broker in his FAIS obligations to explain the cover and exclusions of policy wordings. Brokers may also use the QuPi tool to choose the correct product commensurate to the client's risk profile and other factors, as well as to explore the possibility of brokering other products. 


 


QuPi is an online membership-based service and is a dynamic real time tool that is updated as new policy wordings are issued and/or additional wordings are made available for analyses. 


 


Visit � HYPERLINK "http://www.qupi.co.za/" �www.qupi.co.za� or e-mail � HYPERLINK "mailto:info@qupi.co.za" �info@qupi.co.za� for further enquiries.








We have not had time to review these in detail as they were released late into June. They provide for another opportunity to provide input to the FSB – the deadline for such feedback is 5 September 2011. We have sent a copy to all our clients who operate in the UMA/Administrator area and would welcome your feedback and comments that we are happy to consolidate into our input to the FSB. If anyone else would like a copy please let us know by sending us a mail on info@pretium.co.za. 





We are a little disappointed that the list of organisations that have been credited with input following the first draft does not include either ourselves or the Compliance Institute as a lot of work was out in to compile these submissions!





From our initial review the key aspects that may well have a meaningful effect on existing UMA’s and administrators are;





Ownership issues between UMA’s and brokers – or to be more precise the inability to have a relationships between them in a very broad basis. The definition used in the FAIS Act applies.





What actually constitutes a binder? It appears that the mere issuing of policies is not included. There has to be some level of authority to enter into, vary or renew a policy, determine wordings, value of policy benefits and premiums, settler claims. This is not to say current mandates to issue a policy schedule will be removed but that a fee cannot be paid by the insurer for doing so.





The concept that a binder holder cannot receive fees twice for the same service is reinforced. So if a binder holder receives a fee from the insurer they cannot charge a client a “policy” or “admin” on the basis it is to cover the extra expense of work done on behalf of an insurer. Neither can a fee be for performing intermediary services for which the broker is paid commission. This is one piece of the “puzzle” currently missing as the FSB has yet to issue its promised proposal that intends to clarify the definition of intermediary services for which regulated commission is payable versus outsourced insurer or policyholder services for which a fee may be payable. We see this as a BIG piece of the puzzle.








FROM THE PENSION FUND ADJUDICATOR





The essence of the complainant’s complaint is that the first respondent failed to pay her the risk death in-service benefit and a spouse’s pension provided in rule 6.2 of the first respondent’s rules following the deceased’s death.


For a copy of the full determination, contact info@pretium.co.za





FANews June 2011





“Another huge concern we face is the FSB’s debarment process which is currently not effective. It is easier to suspend a license for not submitting a document to the FSB than to rid the industry of fraudulent individuals.


It appears to be a lengthy process which also lacks transparency. This absolutely defeats the object of all other regulatory requirements”





We would agree with this - we had a client recently with a suspension due an outstanding R51 on their 2010 levy payments. A simple phone call from the accounts department – doing a good old fashioned credit controller job would have resolved the issue. Yet we have reported clients for lying to the FAIS Ombud and all they got was a slap on the wrist and told not to do it again!!!





In addition the FIA released a summary of their meeting with the FSB on 5th July which was obviously released to their members. If anyone would like a copy please drop us a mail.











If you choose to participate we suggest you take care!!”





conference. The e-mail sent around about this states;


“Fantastic prizes include lifetime free Trackers, R1 000 gift vouchers from Global Choices and much more. RISKSA is also sponsoring a Gary Player Prize, valued at R37 700, for the closest to the pin. This includes:


A magnum of the Major Championship Series of Black Knight Wine, which celebrates the 50th anniversary of �Gary Player’s first Masters victory at Augusta in 1961. Presented in a wooden case and signed by Gary Player.��Gary Player’s newly-released book, Don’t choke.��Two VIP passes to attend the Gary Player Invitational Golf competition, including tickets to the black tie gala dinner for two. �40 bottles of Gary Player’s Black Knight wine for a function at the winner’s company.�A print of the wine label artwork, signed by the South African artist, Athol Moult. Also up for grabs is a weekend away for two at Athol Place Boutique Hotel in Sandton, worth R8 400. The two nights’ stay in a Superior Suite includes breakfast. The winner will be chosen by lucky draw at the prize giving ceremony.


We have nothing against such events and believe they are part and parcel of the insurance market, the messages coming from the FSB on such events are that if such a function intends to facilitate the entertaining of brokers then such events fall within the immaterial financial interest limits. 





Does this mean that the sponsoring of such an event falls foul of the immaterial financial interest limits? We wonder how the FSB will be handling such high profile events?  





We hope there will be some reaction as we sit in the middle promoting “the line” and we are asked why these events can be allowed. Clarity is needed – we need to know where the real line is actually drawn!!











In my previous three circulars, I began preparing my clients for the second level Regulatory exams. But having received two very interesting circulars during the month, one from the Financial Services Board and the other from INSETA, everything changes – or does it?





At last the FSB is showing some intellect and has postponed the deadline for the first level exams until the end of June next year (KI’s in license categories 2, 2A and 3 get until 30 September). This is good news, but I still cannot believe that over 140,000 representatives can successfully write the exam before the new deadline. In counting the weekdays between now and the end of June next year, and allowing for the end of year shutdown and Easter break, a simple calculation shows that this only leaves us a little over 200 exam days. Assuming that 50% of the candidates fail and have to rewrite there are more than 210,000 people that still have to sit the exam. Is it possible to sit over 1000 people and register 700 passes every day from today? I think not. The date will have to be extended again.








Replacement product advice – a useful tool








Camargue Underwriting Managers, has launched the Camargue Broker Liability Academy with the aim of enabling brokers to use their niche liability products to expand their market share. 





The training will be free of charge and will be held at their offices, branch offices or even at brokers offices if the numbers warrant this. The subjects covered will initially include;





CGL – Commercial General Liability – covers solutions protecting the business against liability such as injuring a visitor or damaging a client’s property.  The course will also highlight the difference between Multimark Liability and Broadform Liability.


CPA – The finer details of the new Consumer Protection Act will be explored and what companies need to be aware of in order to comply with it.


D&O – Directors and Officers – this is aimed at protecting the managers and directors of a business


EPL – Employment Practises Liability – The course will show how to use this policy to protect the insured against CCMA awards.


CCC – Camargue Commercial Crime Policy – covers the company against an employee’s dishonest acts.


Seems like good added value and well worth investigation if you are a short term broker. We are sure that these types of courses will also soon be registered as CPD events with the FSB and contribute to your 45 hours!








Circular on late notifications of Section 14(1) of the FAIS Act Debarments by Financial Services Providers





INSETA has announced that they will be providing exam preparatory seminars from October 2011. These seminars will cover;





How to read and interpret legislation


Presentation on examination preparation techniques


Detailed discussion on the structuring of the exam questions, the various levels of questions and examples


Feedback from the exams


Appeal processes


Learning material and copies of relevant legislation will be made available to delegates.





The original intention of these seminars was to reach those areas that did not have access to those seminars sun by the industry as a whole e.g. the Etana and M&F courses. The press release does not make reference to this objective in any detail. As and when we get some specifics we will obviously advise you.  








This draft is intended to remind all players within the courier/transporter and insurer arena as to how insurance needs to be transacted to avoid breaches of the short term insurance act. In summary it states;





No person i.e. the courier/transporter may act as an insurer. Meaning that charging a fee for “insurance” without there being an insurer is not allowed


Said courier/transporter can act as bailee and insurer itself to the extent of its contractual liability HOWEVER it cannot charge the client an insurance premium. All costs that are associated with the movement of the goods can be taken into account in setting their fee charged i.e. the cost of insurance. 


Said courier/transporter can act as a broker provided it is licenced to do so in terms of FAIS and provided that are not also at the same time the insured. This forces the “broker” to issue specific insurance policies for its clients 


Demands compliance by all parties with the details within the letter. If this is not possible the parties must within 30 days of publication advise the registrar and within 15 days thereafter provide details of how compliance will be achieved – which has to be to the satisfaction of the registrar.


We intend providing some feedback along the following lines;





There needs to be a definition of the intended target market to ensure that operators in the removal industry, freight forwarders and the like are included.


Other industries that have a similar practice of charging for insurance such as the plant and crane hire industries need to be included in the scope of the letter.


If any of you have any input you would like included please let us know. Alternatively you can access the full draft letter from the FSB website �HYPERLINK "http://www.fsb.co.za"�www.fsb.co.za� or ask us for a copy. The deadline for submissions is the 5th August 2011 








Courier/Transporter information letter
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In their circular, the FSB states that to further assist candidates with their preparation for the examination, they are in the process of updating the Preparation Guide that will include a complete mapping of the qualifying criteria against the relevant legislation. Does this mean that what they have provided to date is inadequate? Let’s hope that this isn’t the explanation as to why so many people have failed.





INSETA also sent out a circular this month. In theirs they state that an overwhelming number of brokers who wrote and passed the RE Exams had used the INSETA learning material and gave the material the thumbs up. If this was the view of the majority, why is it necessary for the FSB to update their preparation guide? And does this really mean that practitioners can study the INSETA material with the full confidence that they will be successful in the exams if they do so?





In my opinion, the real concerns of practitioners have not been addressed. In speaking to a number of candidates I have been told that there is a reference number on the exam papers and that the questions are not all ‘randomised’ as was told to us in the beginning. Also, it would seem that some of these papers are more difficult than others. If this is true, simply put, the exams are unfair.





But let’s look on the bright side - at least INSETA is trying to do something positive. They will be holding seminars nationally from October and will cover:





How to read and interpret legislation;


Examination preparation techniques;


The structuring of the exam questions, the various levels of questions and examples;


Feedback from the exams;


Appeal processes;


Learning Material and copies of relevant legislation.





I’ll keep you informed about when and where these seminars will take place.





Initially it was estimated that 40% of all practitioners would prefer to write the exam and study the material in Afrikaans. However, when registration was required, nowhere near this amount applied. Nevertheless, the writing of Afrikaans material will go ahead, and at no additional cost which means that every candidate can elect whether he/she would like to write in English or Afrikaans. The way I understand it, the only downside is the limited locations and dates that will be made available to those wishing to take the examination in Afrikaans. 





There is some more good news. A number of Insurers have been providing training for the regulatory exams at no charge, and this has been a clear breach of the conflict of interest regulation. The latest information circular states that the FSB intends to exempt FSP’s from the conflict of interest prohibitions that relate to RE training and FSP’s will now be able to receive and provide it without penalty. Presumably an appropriate Board Notice will be published in the not too distant future.





And finally it would appear that the voices of practitioners that have been complaining that the current structures of the second level regulatory exams will not achieve the objectives of the FSB have at last been heard and the FSB has decided to postpone roll-out indefinitely. 





The reason that the FSB gave is that they would like the industry to focus its efforts on the level 1 regulatory examination and that they will monitor the process closely and communicate the roll-out details and deadlines for the level 2 regulatory examinations once they have made a decision.





The underlying reason, however, is irrelevant. This is the ideal time for institutes, professional associations and industry bodies that act for specialists in specific disciplines such as marine, aviation, liabilities, motor and the like to approach the FSB to review the present second level regulatory exam to make it more fitting to all in the industry. After all, the FSB has made it quite clear that they want the assistance of the industry representative bodies and that they are committed to implement corrective measures where problems are encountered.





We don’t need a time machine to tell us the future is now. Practitioners pay their annual fees to their professional associations, institutes and other bodies and I believe that these bodies must now do the job for which they are paid.








RisksaWired released on the 29th June








But remember - intentional manipulation of register numbers is an offence so deleting and re-adding later is not an option.





The Registrar of Short-Term Insurance (Registrar) referred a matter against The Hollard Insurance Company Limited (Hollard) to the Enforcement Committee of the Financial Services Board.





The referral relates to a contravention of section 45 of the Short-Term Insurance Act, No 53 of 1998 ("Act") read with regulations 4.1 and 4.2 of the Act, in that Hollard during the period 01 November 2008 to 31 March 2011 permitted 173 independent intermediaries to receive, hold and deal with premiums payable to Hollard in relation to short-term policies, without such independent intermediaries providing security in the form of a guarantee policy issued by a short-term insurer or a contractual guarantee provided by a bank as prescribed in regulations 4.1 and 4.2 of the Act.





One has to ponder what the next step is? Act against the brokers concerned? For it is they who intentionally acted in breach as well.





Another fine issued in the past month, against Premier Growth Pty Ltd t/as The Unlimited,  has been for not having professional indemnity cover in place. Cost them R10, 000.








Peter Veal’s Article’s on..





Financial solvency








Comments from a client on his RE exams





Where does the FSB get its funding? And is there truth to the ‘fleecing the intermediary’ allegation? To find out we paged through the 2010 FSB Annual Report. According to the organisation’s annual financial statements they ‘banked’ around R316.791 million from the industry over the latest year, including R265.192m from FSB Levies, R21.753m from FAIS Ombud Levies and R30.025m from PFA Levies. Additional revenues accrued thanks to fines and penalties R2.348m, inspection costs and recoveries R319 588, and legal and other cost recoveries R1.160 million.





Umh!! 


A client, with two FSP’s,  was the subject of an FSB investigation last year and last month, without a final report having been issued or any findings made against them an invoice for R328,676.86 arrived. No split between the companies, no breakdown of the costs. Nothing. Simply a request to pay within 12 days. Whilst the fee may be allowed in terms of regulations (we checked) surely when such an account is issued the basics of a professional service should be followed? It might not make the bill any less painful though!





Insurer incentive scheme cont…











We have seen the odd problem with the submission of the February 2011 financial statements due to the change in the definition of solvency used by the FSB since the changes to the requirements from 2010.





The problem has arisen due to the exclusion of “investments in related parties” that was not part of the calculation previously. The full calculation wording is as follows;





An FSP in respect of category I that does not hold client assets or receive premiums or money must comply with the following requirement, namely, that the assets of the FSP (excluding goodwill, other intangible assets and investments in related parties) must at all times exceed the FSP’s liabilities (excluding loans validly subordinated in favour of all other creditors). 


�
�
This potentially raises some issues for companies that form part of a “group” of companies where there are intergroup investments as these are no longer seen as assets in the solvency calculation.





As and when these arise we will obviously discuss these with you.





Going forward we need to establish that solvency, and including the need for liquid assets if handing client funds, is in place AT ALL TIMES. We intend doing this by way of a quarterly KI declaration, based on the most recent balance sheet figures, to ascertain what changes, if any, there have been, since the last financial statements on the key components of the balance sheet.   














We will be attending a number of the FSB seminars that start from July and will provide feedback each month as we move through the program.








The issue is whether or not the actual vesting value of the complainant’s retirement annuity fund policy is fair and reasonable and whether or not the respondents can be held to an illustrative value provided at inception.


For a copy of the full determination, contact info@pretium.co.za








FSB circular on annual levies cont…














Comments from a client on his RE exams cont…











To quote the circular;





“The purpose of this circular is to notify the Financial Services Providers (“Provider”) about the penalties that the Registrar of Financial Services Providers (“the Registrar”) will be imposing on the Providers with regard to late notifications of debarments of representative by the latter.”





The circular states;





“The responsibility to debar representatives or key individuals (of a juristic representative) is first and foremost that of the authorised Providers and not the Registrar.”





It goes onto state that;





“It is clear from the contents of section 14(3) of the FAIS Act, that Providers should furnish information to the Registrar within a specific period of time, being 15 days in this regard.”





The circular goers on to provide details of the enforcement measures that will be taken, namely;





“Enforcement measures to be taken against Defaulting FSP





The Office of the Registrar has observed a steady increase in the number of notifications submitted late in respect of representative and key individuals (of juristic representatives) who have been debarred by Providers.  In some instances such notices are received way after a debarred representative had been appointed by other Providers.





The Registrar has deemed it necessary to bring to the attention of all authorised Providers that failure to comply with the requirements of timeous notification is viewed in a serious light and enforcement measures will be put in place to deal with the contravention.





In order to achieve effective regulation of the FAIS Act, the Registrar will with effect from the date of issue of this Circular impose penalties on any Provider who fails to comply with the requirements of section 14(3)(a) of the FAIS Act.  The amount of the penalty to be imposed by the Registrar will be R300 per day during which the failure continues.  The waiver of the penalty or any part thereof will be in the absolute discretion of the Registrar and on good cause shown.”





This penalty needs to be taken seriously. If Pretium are to assist in this process it is vital that we are advised PRIOR to the process taking place so that we can ensure adherence with these standards.











Nothing changes, yet nothing stays the same cont…











FANews (mailed 30 June) some background on Regulation 28 for the pension fund people

















“The greatest risk facing the insurance industry is the raft of new regulations being introduced simultaneously at international and local levels, according to a 2011 global survey which ranks insurance sector risks” says Victor Muguto, PwC Southern Africa Insurance Leader.


This view might find a few supporters. 





The Council for Medical Schemes invited input on the Consumer Protection Act form interested parties during July. 


Medical Aids and the CPA – now there is an interesting discussion.


If you want to see more see the Insurance Gateway website for further details.





Directorship – the magazine from the institute of directors. Having recently become a member of the IOD we had our first magazine arrive this month. Quality material on issues such as;





Governing risk – A Boards Obligation


The CPA: What you need to know.


Business continuity – Risky Business


The Companies Act and the Audit committee


Disaster recovery and Reputational risk





We have also recently tested the IOD software tool that assess compliance with overall corporate governance. A useful tool – it even has a profiling capability to assess how well a sole trader complies with the basic principles of King III. We are looking into making this tool accessible to all clients but need to assess the cost implications of this. We will keep you posted on developments.














A D S WATT (“complainant”) v SOUTH AFRICAN RETIREMENT ANNUITY FUND (“first respondent”) AND OLD MUTUAL LIFE ASSURANCE COMPANY (SA) LIMITED (“second respondent”)











In respect of Fit and Proper Requirements – Financial Soundness. Why must such and FSP have such a high liquid assets requirement? Why is there no distinction between those handling client funds and those not in the liquid assets needed? How will the liquid assets requirement be handled should the FSP not hold or collect professional client funds, but does collect for non-professional clients? Or collects for both? If the percentage of clients favours the non-professional the more stringent requirements could not be logically applied. The ability of a client to choose if their status applies generally or specifically to certain transactions would further complicate issues in this aspect of the Code.


There is no reference to the application of holding an IGF in the short term environment.


Why can the status not be applied to a non-juristic person? The very same person/s making a decision on behalf of a juristic person would surely have the same level of understanding when it comes to their personal covers?  


Definition of professional person – (f) (i) is followed by (i) a medical scheme…. Is this meant to be (ii) or (ee) or (g) ?


Definition of professional person – it would be worthwhile noting how the net asset value of R25M was arrived at. Why not turnover? Or profit levels? Many a business may well have a high turnover and profit base but a low asset base.


Insurances. Should the minimum professional indemnity limits not be higher? We realise the draft would cater for this and this would be published separately.  


Given the very high limits set on a professional client, the requirement to obtain written acknowledgement that they are a “professional client” and the type of issues from the General CoC which are excluded, that this requirement is bureaucratic overkill.  Such clients would feel insulted by being required to sign such an acknowledgement.  








I have been in the Short term insurance industry for more than 35 years and am a fellow of the Chattered Insurance Institute as well as having the privilege of using the prestigious title Chartered Insurance Practitioner.





I wrote the Reps exam and passed first time round with 72%.





I have subsequently written the Key individuals exam twice which has cost me R1, 800, an enormous amount of time and effort and have failed twice.





First time 58% second time 54%.





There are 297 pages in the manual that I studied and about 160 self-assessment questions.





I can answer every one of the questions correctly and have done so many times so wrote the exams with a fair degree of confidence only to have my confidence shattered by failing.





I am not writing the exam again as I believe it is a money making racket. The questions are not constructed to test your knowledge but to fool you and catch you.





Why one asks oneself:





There is obviously a major conflict of interest (this topic would be very familiar to anyone who has studied or written the exams) for the Exam producers as each time I write I pay R900 .In our capitalist society it would be foolish of the beneficiaries of the fees to allow me to pass first time around so they set the questions in as confusing a manner as possible to ensure that the income from the exams is maximized.





Maybe someone is having fun here but it is no laugh.





I work a 10 hour day and then spend hours studying in between, believing that my knowledge is more than adequate but only to suffer the disappointment of failing twice.





What a waste of time and money and time.





Bottom line: One of the more experienced and competent brokers in the industry will be downgraded to a Rep status because he can’t pass the most ridiculously structured exams. 


Hoping someone feels they have done the industry some good. 





Whilst we can appreciate the frustration the solution of being “downgraded to a rep status” it’s not that easy: you don’t choose to be a KI – the position you hold chooses your status. In this case the person is the joint owner of the business.





We have had another similar request to “downgrade” an owner of a business to Rep status but have refused to do so as we do not see that the person in question can possibly withdraw himself from the running of the business as an FSP, notwithstanding that there is another KI within the business.





Acting in a KI capacity whilst not being appointed to do so is an offence in terms of the Act and would need to be reported to the FSB – by us or any other Compliance Officer that were to be appointed if we were to be removed because of our refusal to act on such an instruction. A real Catch 22!





And another comment;





The exam was not very pleasant, very confusing, I really felt as if I wasn't going to make it.


I went through my answers and changed quite a few and then still wasn't sure?





And… she passed!








Was Santam. The article in Noseweek headlined their relationship, based on shareholding as well as contractual mandates and profit share, with a company mandated to investigate claims on their behalf.





Having a substantial minority interest via a nominee company in a company with which they trade, a service provider empowered to save them money by the reduction of claimed amounts, does not lend itself to unbiased and fair financial services. Especially when there is a bonus based on the size of the saving.





One wonders if the company is registered as they appear to have the mandate to settle claims on behalf of Santam??An intermediary service that would demand FAIS registration.





Are there others we wonder?








KI and Rep Registers








Another insurer that caught the headlines in the past month – for the wrong reasons





FROM PRETIUM





An article by Justus van Pletzen of the FIA on the cancellation of broker agreements and contracts 


Building a business to sell – by Ian Middleton of Masthead. With a related article by Esme Davies of Celestis Practice Management entitled “Thinking of selling? Get real” useful for anyone thinking of this –whether it be soon or as part of your longer term planning. 


Maintaining healthy loss ratios: The challenge for South African brokers – by Wilhelm von La Chevallerie of CIB Insurance Administrators. Loss ratio control is as much the brokers task as the risk carrier or their administrator.








Proposed Category V Code of Conduct cont...








A 3rd circular this month has been the “reminder” circular on annual levies. The intention of this and its original cousin was to ensure that everyone was well aware of what was needed in preparation for the issuing of annual levy invoices. We will be following up with each of you to ensure that your KI/Rep registers are 100% up to date before 31/8/2011so your levy invoice is correct. We will take the opportunity to ask you to verify that all detail we have logged per person is correct, e.g.





Address


Name i.e. no one has got married and has a different surname


Qualification/credit status


Supervision status


Licence category status


Just give us time to process additions and deletions please. We need to have completed the process by 31/8/2011 and need a few days to do the actual work. We cannot guarantee that submissions sent late into the month can be processed.





Many of you have been assessing your registers and deciding if those added originally actually need to be there now given their actual role within the business. Whilst this is being driven by RE costs it will have an impact on your levies as well so if you are going to make a decision this coming month is that time.












_1302600602.bin

