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FinWatch – A Weekly Newsletter
Find the latest edition of FinWatch which provides a gist of all regulatory developments
 impacting the financial services industry in South Africa.
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Regulatory Developments
Banking
Reserve Bank delays in referring a South African retail bank report to NPA
The South African Reserve Bank (SARB) referred a South African retail bank to the
 National Prosecuting Authority (NPA) by forwarding the Myburgh Report. The report was
 forwarded to help the NPA to evaluate a possible criminal prosecution. It pertains to an
 investigation which examines the circumstances leading to the bank’s collapse. It found
 that the bank directors failed in their fiduciary duties and conducted the business
 recklessly. MoneyWeb TimesLive
 
Insurance
The Registrars of Short-term and Long-term Insurance prescribe the Annual
 Statutory Return
The Registrars of Short-term and Long-term Insurance prescribed the Annual Statutory
 Return for 2016, in terms of the Long-term Insurance Act. The returns replace all the
 previous Annual Statutory Returns, and apply to every registered long-term insurer whose
 financial year ends on or after 1 January 2016. These returns must be submitted within
 four months after the expiration of the end of the financial period. Long-term Short-term
 
The Registrar of Financial Services Providers refers two cases to the Enforcement
 Committee of the FSB
The Registrar of Financial Services Providers referred two cases to the Enforcement
 Committee of the Financial Services Board (FSB). These pertained to a contravention of
 the provisions of the Financial Advisory and Intermediary Services Act which refers to
 providing financial services without being authorized to do so. The details on the cases are
 as follows:
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·         From November 2010 to November 2011 a financial institution and its employee
 advised their clients to take up long-term insurance cover. They also collected
 insurance premiums from clients in respect of the insurance cover. They
 submitted death claims to the insurer on behalf of insured persons – all of which
 was done without being authorized to do so. The parties agreed on a penalty of
 R50,000. FSB

·         On another instance, during the period from December 2010 to 30 January 2012
 an individual marketed and sold funeral cover to members of the public. He also
 received premiums paid by clients in respect of the insurance cover – once again
 without having the requisite approvals. The parties agreed on a penalty of
 R50,000. FSB

 
Investment Management
Beyond RDR launches to help the financial advisors prepare for RDR
Beyond RDR Ltd. has been launched in South Africa. The company’s purpose is to help
 the financial advisory firms in meeting the forthcoming regulatory changes pertaining to the
 2016 Retail Distribution Review (RDR). It offers a tailored consulting service and a group-
based monthly coaching programme based around "The 6 essential steps advisers need to
 take to get ready for RDR." FANews
 
Others
The directors of an unsecured lender are alleged to be reckless
A report released by the South African Reserve Bank, into the collapse of an unsecured
 lender, found that the boards of both the bank and its holding company acted negligently
 and conducted the business of the bank recklessly. The report followed the investigation
 led by an advocate into the collapse of the lender in 2014. Mail & Guardian City Press
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Market Developments
International
New UK guidance on AEoI regimes (UK)
The UK guidance on the “automatic exchange of information” (AEoI) regimes has been
 updated. It combines guidance concerning the Foreign Account Tax Compliance Act
 (FATCA), the crown dependencies and overseas territories (CDOT), the directive on
 administrative cooperation (DAC), and the common reporting standard (CRS). It replaces
 all prior guidance including earlier guidance under FATCA and the CDOT. KPMG
 
FCA issues a feedback statement on competition in the mortgage sector (UK)
The Financial Conduct Authority (FCA) issued a statement on the themes arising from the
 responses to the Call for Inputs (CfI) on competition in the mortgage sector and sets out
 the FCA’s planned work. It is a part of the FCA’s wider program of mortgages work, which
 also includes the Responsible Lending Review. The Responsible Lending Review
 assessed how firms are applying responsible lending rules which were introduced in April
 2014. The FCA believes that the competition in the mortgage sector should work well and
 create incentives for firms to operate efficiently, in order to ensure lower prices and better
 products for consumers. In October 2015, the FCA published a CfI, seeking views on any
 areas of the mortgage sector which might raise competition concerns which need further
 investigation. This statement sets out the key themes which have emerged from the CfI
 and provides a summary of the responses received. FCA Press Release FCA Press
 Release2 Feedback Statement
 
The IMF covers the insurance trends and systems risk implications in its latest
 Global Financial Stability report (International)
The International Monetary Fund (IMF) published its 2016 Global Financial Stability report.
 The report included a chapter on the insurance sector. It covered the sector trends and
 system risk implications. The main conclusions were as follows:

·         The systemic importance of the insurance sector has grown since the financial
 crisis, but remains well below the systemic importance of the banking sector.

·         The life insurance sub-sector is the main source of systemic risk within insurance,
 mostly due to the growth of common exposures, cross-asset correlations and
 procyclical investment behaviours, and a move into riskier assets by some life
 insurers.
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·         The main type of systemic risk posed by life insurers is the “tsunami effect”
 through shocks to asset prices, rather than the “domino effect” of the impact of the
 failure of insurers on other financial institutions. IMF

 
ASIC accepts enforceable undertaking from a bank following concerns about
 deficient advice on retail structured products (Australia)
The ASIC accepted an enforceable undertaking from a bank, that requires it to review and
 remediate clients who received deficient advice on retail structured products between
 January 2009 and March 2013. The undertaking followed an ASIC surveillance of the
 bank's advice which found instances where advisers had obtained little or no information
 about clients' relevant personal circumstances. Also, ASIC was concerned that the advice
 may not have been appropriate for the clients' needs, and the company may have failed to
 comply with certain obligations under the Corporations Act, and its financial services
 license. The bank then reviewed all of its advice on structured products and lodged a
 breach notification with ASIC, reporting potential deficiencies in the advice. Under the
 enforcement undertaking, the bank is required to develop and implement a remediation
 plan to ensure that affected clients are reviewed and remediated in an efficient manner. It
 is also required to appoint an independent expert to report to ASIC on the adequacy of its
 remediation program. ASIC
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Accounting Changes
FAF and IFRS issue their annual reports
The Financial Accounting Foundation (FAF) and International Financial Reporting
 Standards published their 2015 Annual Reports. FAF’s report has a theme of “Serving the
 Financial Statement User”. It focuses on how the FAF, the Financial Accounting Standards
 Board (FASB), and the Governmental Accounting Standards Board (GASB) serve the
 capital markets through their specific roles in the standard-setting process. IFRS’s report
  has a theme of focusing on the future, and provides an updated overview of the IFRS
 Foundation’s strategic objectives, including developing a single set of high-quality, globally
 enforceable accounting standards. FAF IFRS
 
FASB issues an exposure draft on the proposed accounting standards update
The Financial Accounting Standards Board (FASB) issued an exposure draft on the
 proposed accounting standards update. The update was related to the revenue from
 contracts with customers. In May 2014, the FASB and the International Accounting
 Standards Board (IASB) had issued a standard on recognition of revenue from contracts
 with customers. Later, the Board made some amendments to the Accounting Standards
 Codification, and decided to issue a separate proposed update for technical corrections
 and improvements, to increase stakeholders’ awareness of the proposals and to expedite
 the improvements. The amendments include items brought to the Board’s attention
 through a variety of sources, including:

·         The Codification’s online feedback mechanism
·         Submissions to the FASB-IASB Transition Resource Group for Revenue

 Recognition (TRG)
·         Stakeholders’ technical inquiries FASB

 
IASB confirms amendments to current insurance contracts Standard
The International Accounting Standards Board (IASB) confirmed that it would amend the
 current insurance contracts Standard, International Financial Reporting Standards (IFRS)
 4. This is to address issues that may arise from implementing the new financial
 instruments Standard, IFRS 9, before implementing the new insurance contracts Standard
 which would replace IFRS 4. The Board concluded the discussion on this topic and drafted
 the final amendments to IFRS 4 insurance contracts, which is expected to be issued in
 September 2016. It also confirmed that it would issue amendments to IFRS 4 that:

o    give companies that issue insurance contracts, the option to remove from
 profit or loss the volatility that may be caused by certain changes in the
 measurement of financial assets when applying IFRS 9 before the new
 insurance contracts Standard; and

o    give companies whose activities are insurance-related an optional
 temporary exemption from applying IFRS 9 until 2021 IFRS
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The Inside Edge
A summary of RDR highlights
There is no doubt that the Retail Distribution Review (RDR) is going to fundamentally
 change the face of the insurance industry. Please click here to see a short summary of the
 highlights of RDR.
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