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• Fintech

• Regulatory Action
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Twin Peaks



FSB FSCA

Jurisdiction Non-banking financial sector All financial institutions 

Focus Combined prudential and market conduct 
regulator

Dedicated market conduct regulator

Founding legislation Financial Services Board Act Financial Sector Regulation Act

Legislation overseen A range of sector-specific laws Existing sector-specific laws to be replaced by an 
overarching, cross-cutting Conduct of Financial 
Institutions Act 
Pre-CoFI: Conduct standards may be made for FIs not yet 
licenced by FSCA

What is different?



FSB FSCA

Governance structure Overseen by a Board appointed by the 
MoF with governance sub-committees

Overseen by an Transitional Management 
Committee with the Ex Chair of the Board Acting as 
Commissioner 

Regulatory decision-
makers

EO & DEOs appointed by the Minister Commissioner structure.

What is different?



FSB FSCA

Organisation design Sector-specific divisions focused on sector-
specific laws

Functional design, with cross-cutting licensing, 
enforcement and conduct of business supervision 
groups. Strengthened research and technical analysis 
capacity

Licensing Multiple sector laws, complex licensing 
framework

Two step process:
• Pre-CoFI: Still use financial sector laws, but some 

licensing functions move to PA (MoUs required)
• Post-CoFI: New activity based licensing framework, 

licence mapping required

What is different?



Legislative update



OVERVIEW

Legislative Amendments

Fit and Proper Transitional Requirements

General Code of Conduct

Guidance Note

Legal Pronouncements

Legislative developments



LEGISLATIVE AMENDMENTS

Amendments
 Fit and Proper Requirements

 Licence application form

 Services under supervision
Exemption

 General Code of Conduct

 Insurance PPRs

 OTC Derivative Regulations

 External Company Registration

Say what you will about the Ten 
Commandments, you must 
always come back 
to the pleasant fact 
that there are only
ten of them



AMENDMENTS

Fit and Proper RequirementsFit and Proper Competence Requirements



TRANSITIONAL REQUIREMENTSFit and Proper Transitional Requirements



TRANSITIONAL REQUIREMENTS

TO DO:
 Cat I KIs must within 6 months inform 

Registrar of classes of business it currently 
manages or oversees

 FSP must within 3 months after amendment 
of restrictions on its licence to include Tier 2 
products (Short-term Personal lines A-1, Long-term  B1-A and 

B2-A) update its rep register

 FSP must submit application within 3 
months for approval of Tier 1 products 
(Structured deposits & CIS Hedge Fund)



GENERAL CODE OF CONDUCTAmendments to General Code of Conduct
 Alignment of advertising, marketing and complaints handling 

requirements with similar requirements in the Long-term- and Short-term 
Insurance Policyholder Protection Rules.

 To allow for enterprise development 

contributions to promote transformation

and inclusion.

 Prohibition of the use of authorisation 

status to market other services.



GENERAL CODE OF CONDUCT

Amendments to General Code of Conduct
 Strengthening of the “quality over quantity” conflict of interest 

provisions for representatives.

 Confirming that the suitability requirements also imply that a provider 
who has a limited product range may not recommend a product from that 
range unless it is suitable.

 Introducing a principle-based provision regarding “wholesale” advice - i.e
need to consider the interests of the “end customer".

 Prohibition of the use of the term “independent”.



Supervisory Approach



Theme Visits

Complaints

Compliance reports

Integration of data

Annual Financial 
Statements

Integrity of data

Irregularity reports Irregularity reportsOther sources

Data Collection and Analysis

The Supervisory Approach



Theme Visits 2018/19

• FICA visits:
– Small FSPs

– Educational approach

• Ad hoc visits
– Complaints

– Information from other sources (e.g. statutory returns/ 
irregularity reports)

• FICA workshops



FIC Update



FIC Amendment Act

Implementation

• The FIC Amendment Act, 2017 was assented to on 26 April 2017

➢ The Minister of Finance determined different commencement dates for different 
sections of the Act

• The 1st set of provisions commenced on 13 June 2017. 

➢ These were inward looking and did not impact FSPs

• The 2nd set of provisions commenced on 02 October 2017. 

➢ They required changes to be made to Regulations, Exemptions, systems and 
controls as well as training to be provided to staff of accountable institutions.



FIC Amendment Act, continued

Impact on FSPs

• Project Plan with milestones on the implementation of new requirements:

o Adoption of a risk-based approach

o Implementation of risk management and compliance programme

o Implementation of customer due diligence measures in addition to identification and 
verification requirements

o Enhanced customer due diligence in respect of high risk clients

o Obtaining information on source of funds or wealth

o Verification beneficial ownership in respect of legal entities

o Enhanced measures when dealing with prominent persons (previously politically exposed 
persons)

o Responsibility for AML/CFT governance

o Establish compliance function 

o Ongoing training of staff 



FIC Amendment Act, continued

Awareness campaigns

• Engage with FSPs regarding implementation, compliance and 
enforcement of the new provisions

• Continue to engage with FSPs using different platforms to provide 
support and assistance

• Newsletter to provide regulatory updates
• FICA workshops 
• A customised compliance report for FICA
• Conduct FICA inspections to FSPs without COs to assess compliance 
• Participate in roadshows hosted by the Financial Intelligence Centre



Fintech



UNDER TWIN PEAKS: REGULATORY 
OBJECTIVES

• Increased financial literacy and consumer awareness levels

• Reduced barriers to access appropriate financial solutions, financial advice and 
financial markets

• Enabling framework that encourages value chain efficiencies, lower costs and 
decrease friction for consumers

• Promote increased options and tailored advice aligned with changing customer needs 
and expectations, e.g. young professionals, entry level workforce, informal markets

• Encourage household savings and investment culture

Need creative & relevant solutions to enable transformation, financial 

Inclusion and the delivery of better consumer outcomes

Under Twin Peaks: Regulatory Objectives



SOUTH AFRICA VS THE WORLD: 
FINTECH ADOPTION RATES (1)

South Africa vs The World: Fintech Adoption Rates (1)



SOUTH AFRICA VS THE WORLD: 
FINTECH ADOPTION RATES (2)

South Africa vs The World: Fintech Adoption Rates (2)



Fintech Workshop
• 19 – 20 April 2018

• Intergovernmental Fintech Working Group

• FSCA, FIC, National Treasury, SARB/PA

• Provide a platform for regulators and policy makers

– Engage with industry

– Identify key considerations

– Develop harmonised approach to fintech-driven 
innovations



Regulatory Action



GUIDANCE NOTE

Guidance Note on the Reappointment of Debarred 
Representatives

 Published on 18 December 2017

 Clarifies the role of the Registrar in the reappointment

 Clarifies the responsibilities of the FSP that reappoints

 Lists the information that must be submitted to the Registrar



LEGAL PRONOUNCEMENTSFSB APPEAL BOARD:  Pickvest Investments (Pty) Ltd
 FSP was promoter and marketer of property syndication investment schemes

 Registrar withdrew licence of FSP due to a lack of honesty and integrity

 FSP contended that it had acted upon legal advice

 Appeal was dismissed on basis that FSP: 

“consciously closed their minds to pursuing lines of enquiry which could have 
informed them better but which could also have demonstrated to them that 
what they chose to believe was in fact and law mistaken”.



LEGAL PRONOUNCEMENTSFSB APPEAL BOARD:  WD Jonker
 A representative of Interneuron falsified investment reports submitted to a client 

and invested outside parameters of client mandate

 Jonker, a key individual of Interneuron, was debarred because he did not 
perform his duties with the necessary care, skill and diligence and he failed to 
meet the requirements relating to operational ability and integrity.

“As key individual, Mr Jonker’s legal

duty of management and oversight

required him to perform that role

with due care, skill and diligence.”



LEGAL PRONOUNCEMENTSHigh Court:  Oosthuizen, MV & Castro, JF & Centriq Insurance Company Ltd

 Loss sustained by a widow who invested in Sharemax on the advice of the FSP and an 
insurance company’s obligation to indemnify the FSP

 Court found FSP liable -
“Defendant offered wrong and unsuitable advice to 
plaintiff, either through incompetence and/or 
ingenuousness and/or negligence, or for the lure of a
small fortune.” 

“Much more may be said of the defendant’s actions 
and/or inactions, but I conclude by finding that 
defendant was negligent, and even dishonest, when he
advised plaintiff, by placing no credence on the 

negative articles in the press and failing to objectively
investigate the criticism. He failed to exercise the 
degree of skill, care and diligence which one is entitled
to expect from a FSP.”



LEGAL PRONOUNCEMENTSHigh Court:  Oosthuizen, MV & Castro, JF & Centriq Insurance 
Company Ltd
 Exclusion in indemnity policy:

“(ii) in respect of any third party claim arising from or contributed to by depreciation (or failure to 
appreciate) in value of any investments, including securities, commodities, currencies, options and 
futures transactions, or as a result of any actual of alleged representation, guarantee or warranty
provided by or on behalf of the Insured as to the performance of any such investments. It is agreed 
however that this Exclusion shall not apply to any loss due solely to negligence on the part of the 
Insured or Employee of the Insured in failing to effect a specific investment transaction in accordance 
with the specific prior instructions of a client of the Insured.” (emphasis added)” 

 Court found that Insurer must indemnify FSP against its liability to client:

“Defendant breached all principles upon which a skilled and honest FSP is supposed to conduct himself.  
It is not a case of depreciation of an investment as the “investment” was worthless from beginning to 
end.”

“The plaintiff’s claim is also not based on a failure to appreciate. Plaintiff does not rely on any 
representation, guarantee or warranty as to the performance of the investment” 



RDR



RDR

• RDR: Where are we now?

• An update on the FSB’s latest thinking on RDR 
proposals on investment management and 
investment advisers.



Progress to date 
• RDR Phase 1 proposals are largely finalised

• Proposals implemented through Insurance Policyholder and Protection Rules and 
Regulations  - came into effect 1 January 2018, subject to transition periods:

• Insurance advisers limited mainly to insurer’s own policies

• Standards for outsourcing and binders, including binder fee caps for advisers

• Insurers to monitor quality of disclosure on replacements

• Commission anomalies and termination charges on legacy policies addressed

• Short-term insurance “s.8(5) fees” replaced



Progress to date (cont.)
• Insurance PPRs & Regulations cont:

• Requirements for cover cancellations and transfers

• Removal of 22% commission cap for credit life group schemes

• Proposals to be implemented through FAIS General Code – consultation 
closed end February 2018, comments are being reviewed:

• “Replacement” defined

• Advisers not to recommend a product if they cannot advise on a suitable 
one

• Advice to take into account needs of end customers 



Progress to date (cont.)

• Proposals to be implemented through FAIS GC (cont.):

• Strengthened “quality over quantity” standards for financial interest to 
representatives

• Strengthened remuneration principles and dislosure requirements – help 
pave the way for advice fee standards in due course

• Greater clarity on flexibility of suitability analysis requirements (instead 
of defining “low advice”)



Progress to date (cont.)
• Proposals implemented through FAIS Fit & Proper requirements – come into 

effect 1 April 2018, subject to transition periods

• “Automated advice” and “execution” defined, with specific F&P 
standards, including standards for sales using a script

• Key individual requirements strengthened



Coming up next….
• The following papers/activities are targeted for the first half of 2018:

• General RDR status update

• Discussion paper on investment management and investment advisers

• EoR research and consultation

• Discussion paper on adviser categorisation and related matters

• Proposals on a remuneration dispensation for the low income market

• Activity based analysis continuing

• Actuarial modelling continuing 

We will continue to phase in further RDR reforms, after consultation, through appropriate 
combinations of existing and future regulatory instruments.



THANK YOU


