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ANNOUNCEMENT

The Financial Sector Conduct 
Authority (FSCA) replaces the Financial 
Services Board (FSB). The FSCA will 
supervise how financial institutions 
conduct their business and treat their 
customers. It will be responsible for 
significantly improving customer 
protection in the financial sector, and 
driving better customer outcomes, 
ensuring that the sector serves South 
Africans best. It is also responsible to 
support the efficiency and integrity of 
financial markets. 

Finance Minister Nhlanhla Nene says 
this shouldn’t be seen as merely a 
name change, but a re-invigoration 
and re-focusing of the organisation 
towards driving improved market 
conduct outcomes.

To facilitate the smooth transition from 
the FSB to the FSCA, a Transi-tional 
Management Committee (TMC) has 
been established and is responsible 
for implementing transitional 
plans, until the FSCA Commis- 
sioner and Deputy Commissioners 
are appointed. 

The previous chair of the FSB Board, 
Mr Abel Sithole, together with the 
previous executive committee of the 
FSB, will form the TMC. A selection 
committee has been established 
to recommend candidates for the 
inaugural Commissioner and Deputy 
Commissioner positions.

By National Treasury
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EXECUTIVE OFFICER’S NOTE

The FSCA is here! After many years of 
hard work I am excited to announce that 
the Minister of Finance has signed the 
Commencement Notice for the Financial 

Sector Regulation Act and the FSCA has been 
effective from 1st of April 2018. I would like to take 
this opportunity to thank everybody that has been 
working towards this goal. 

There will not be a “big bang” approach to our 
implementation of the FSCA mandate, but rather 
gradual changes over the course of the current year, 
as sections of the FSRA come into operation in a 
phased manner. In the main, financial institutions can 
expect their interactions with us to remain largely 
unchanged in the short term.

The FSCA will publish a regulatory strategy within six 
months of its establishment, setting out in further 
detail its intended regulatory focus areas and work 
plans over the next three years.

During the course of the coming twelve months there 
will be gradual changes within the organisation, such 
as a new functional organisation design that is better 
aligned to our new mandate, away from the current 
sectoral structure. We will also be up-skilling current 
staff and recruiting new skills and expertise to cater 
for our expanded mandate.

We will continue to keep you abreast of 
developments using all platforms available to us, 
including this one.   

Adv Dube Tshidi

Executive Officer



5FSB Bulletin | Fourth Quarter 2018

EDITOR’S NOTE

As the regulator of the financial services 
industry and retirement funds in particular, 
we are tasked with promoting a safe and 
stable environment for investors. This 

includes ensuring that retirement funds comply with 
legislation, and limit member’s exposure to any risk.

In this issue of the Bulletin we focus on the 
retirement funds industry; looking particularly 
at how the industry has evolved over the years, 
trends, challenges and how the industry can best be 
regulated.

In our cover story, Mr Olano Makhubela, Deputy 
Executive Officer (DEO) for Retirement Funds 
discusses the new and enhanced approach to 
supervising retirement funds, especially with the 
implementation of Twin Peaks reforms.

We also hear from Mr Jonathan Mort, Pension Lawyer 
at Jonathan Mort Incorporated, about arrangements 
relating to the establishment and operation of 

umbrella funds. This is in view of National Treasury’s 
instruction to the regulator to reduce the more than 
1 650 active retirement funds to less than 200.

One of our other key stories in the issue is the 
amendment of regulation 28, after the revision of 
foreign investment limits by the SARB and matters 
relating to section 26(2) database of retirement fund 
trustees.

You may have noticed on our cover that we refer to 
both the FSB and the FSCA. That is because this is the 
last time this publication will look at the work of the 
FSB. Going forward, the focus will be on our changed 
mandate as we journey with you into the FSCA.

As always, I hope you find this issue both informative 
and insightful. We welcome your feedback and 
contributions.

Enjoy!

Tembisa Marele
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COVER
By Olano Makhubela, 
Divisional Executive Head of Retirement Funds, FSCA

A new and enhanced approach to 
supervising retirement funds

A new and enhanced approach to supervising 
retirement funds started with two broad 
reforms initiated by the National Treasury in 

2011, the Red Book: A safer financial sector to serve 
South Africa better and the retirement reforms.

The Red Book sets out Government’s proposals, 
emphasising financial stability, consumer protection 
through proper conduct by financial institutions and 
financial inclusion. Its main proposal is to separate 
prudential and market conduct regulation. The 

new Twin Peaks regime requires supervisors to be 
intensive, pro-active and pre-emptive.

The retirement reforms focus on how to get the best 
outcomes for members. 

The reforms seek to:

• Encourage employees to save and provide 
adequately for retirement to ensure that they 
retire comfortably and have income that lasts for 
their lives in retirement.
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• Encourage employers to provide retirement 
saving plans to their employees as part of the 
employment contract.

• Ensure that employees receive good value for 
money for their retirement savings and are 
treated fairly, that their savings are prudently 
and diligently managed and that they are kept 
informed of their retirement savings.

• Improve standards of retirement fund governance, 
including trustee knowledge and conduct and the 
protection of members’ interest.

In the same year, 2011, the FSB also released the 
Roadmap for Treating Customers Fairly (TCF). The TCF 
Roadmap cuts across the FSCA’s work and is arguably 
one of the cornerstones, if not the cornerstone of 
the market conduct strategy for the FSCA. TCF is 
about achieving the right outcomes for consumers 
of financial products and services. In fact, if we 
think carefully, any regulatory approach, whether 
prudential or market conduct, is meant to protect 
consumers and ultimately support financial stability.

Late last year, we issued for comment the TCF 
guidelines for retirement funds and the need for 
funds to establish a member complaints system. We 
are working on embedding the TCF principles in the 
pensions department and industry.  

Regulation 28 limited exposure to Steinhoff

Regulation 28 was instrumental in protecting funds 
from potential excessive exposure to Steinhoff. As 
we presented to Parliament this year, the funds 
which reported to us were well within the various 
single equity and bond issuer limits of 15% and 10%, 
respectively. Our calculations show that individual 
fund exposures to Steinhoff, following its share price 
crash on 8 December 2017, ranged between 0.01% 
and 6.04%.

The decline or “loss” in the rand value of the 
investments/exposures was around R18 billion, which 
is approximately 1% of the total assets of funds which 
responded. It could possibly have been worse without 
Regulation 28. However, laws, standards and rules 

are only effective if there is someone monitoring and 
enforcing them. Credit must go to the entire Pensions 
team for regularly monitoring compliance, as well as 
Board’s of Trustees, who ultimately are responsible 
for overseeing their investment mandates.

Early warning system for the FSCA

Financial returns are important as an early warning 
system and the FSCA is updating its system to receive 
cash flow statements regularly, either monthly or 
after every two months. The FSCA believes that cash 
flow statements can provide a very useful early-
warning system to detect improper use of members’ 
funds, especially where there are inexplicable 
movements of large sums of money.

Litigation

The retirement fund industry is very litigious. 

As of this year, there are at least ten cases which 
involve the Registrar of Pension Funds. Apart 
from these cases, there are 16 curatorships and 
liquidations.

The problem with so much litigation is that it is 
ultimately the members who pay, and lawyers do not 
come cheap. A number of these cases are frivolous. 

The lawyers must guide and help funds and members 
in terms of what is the best outcome, instead of going 
to the courts all the time.

We would like an approach whereby, as regulator 
and industry, we can resolve our differences without 
having to always go to court. Of course, where there 
is a justified need to approach the court, then it will 
be understandable. This is not to take away or to limit 
our right to seek legal recourse. We all appreciate 
that we have fought hard for these rights – but rights 
must also not be abused. 

The FSCA will also be compiling a panel of section 
26(2) trustees, statutory managers and curators to 
enable balanced representation and ensure that only 
fit and proper people are used. The public will be 
invited to submit their CVs for consideration.

COVER
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of funds, we will also be incorporating certain 
provisions of King IV into a directive this year.

Late last year, we issued a directive on undesirable 
practice which seeks to prohibit improper incentives, 
gifts and kickbacks to trustees. This directive was 
finalised this year and came into effect on 8 March 
2018. 

Although we are not averse to trustee remuneration 
by the fund for serving as trustees, there are some 
worrying cases in the industry, where trustees are 
earning multimillion rands for their services, and 
allegedly exaggerate the frequency of meetings and 
their services. We are, therefore, considering moral 
suasion to discourage exorbitant fees being paid to 
trustees, including possible caps. 

Again, we must always remind ourselves that 
whatever services the funds pay, the source of 
income is from members’ savings. 

The issue of self-administered and multi-
employer funds

Small funds have challenges with compliance. The 
problem is not exclusive to small funds, but also with 
a few of the large self-administered funds. We believe 
that consolidation, under multi-employer funds 
will assist in introducing more professionalism and 
stronger governance in funds.

There is a challenge also with umbrella funds 
which, by nature, do not enable direct member 
representation on their Boards. We are mulling the 
idea of adopting best practice in the industry by 
adopting and compelling the use of management 
committees to facilitate some form of member 
representation in umbrella funds, including also 
requiring that at least 50% of their 
trustees be independent.

Penalties

In February 2018, we increased 
the maximum penalty for non-
compliance from R1000 to R4000 
and we will be also be naming and 
shaming funds, their service providers 
and administrators who fail to comply 
as of this year.

Compliance and benefits of Consolidation

The late submission of financial returns is a serious 
problem.

As accountants and auditors will attest, whenever 
financial statements are not issued, finalised or 
submitted in time, it is a sign that there could be 
problems with the entity. There are currently funds 
which have not submitted returns for almost 18 
months after they have been due. Eighteen months is 
a long time for things to go wrong.

It is for this reason and the need for us to take a 
much more robust approach to supervision that we 
will be proposing to Parliament that the period to 
submit financial returns be reduced from the current 
6 to 3 months. For example, if the financial year end 
is March, then we would want to receive the returns 
by June. 

Funds with assets below R6 million are currently audit 
exempt. We also think it is important for all funds to 
submit audited returns. Of course, this would raise 
costs, and therefore small funds must seriously 
consider consolidating and joining umbrella funds.

This consolidation is important also for the many 
municipal retirement funds – around 40 – which 
can benefit from economies of scale and better 
governance. 

As the regulator, fewer funds will also make our lives 
much easier, our roles much effective and efficient 
– we have, and will always have, limited resources to 
supervise.

National Treasury has now instructed the FSB to 
come up with a plan to reduce the current number of 
1 651 active funds to around 200.

Trustee issues and governance

The requirement that a trustee, after appointment, 
must acquire relevant training and skilling has been in 
the PFA but not activated for the last couple years. To 
assist trustees by equipping them with at least basic 
tools to be able to discharge their duties properly, we 
will be making the FSB Trustee Toolkit mandatory for 
trustees this year, and will continuously enhance it to 
make it time relevant. To support better governance 

COVER
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Status of whistleblowers

We have recently clarified that trustees, 
administrators, etc. have a choice to indicate 
whether their disclosures should be treated as 
confidential or if whether they do not mind us 
revealing their details. This is still subject to the 
Financial Services Board (FSB Act 97 of 1990) in 
terms of the Registrar having the power to use the 
information under certain circumstances.

Tax directives on transfers

We have engaged with Treasury and the South 
African Revenue Services (SARS) on this issue, 
and highlighted the unintended 
consequences on the 
administrative side, because 
a transfer is not an exit 
from a fund, and ideally 
should not trigger tax and 
a tax directive. 

A focus on disclosure and 
costs

The default regulations were 
finalised and signed by the 
Minister of Finance last year, 
for effective date 2019. The 
defaults are about improving 
conduct by funds and how 
to deliver best outcomes for 
members.

COVER
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the regulator in making the right decision? Should 
administrators not invest in their systems to ensure 
better record keeping?

As part of being proactive, we are aiming to meet 
with the Top 100 funds and large administrators this 
year, to assess their challenges and how we can work 
together to improve outcomes for members.

As a department, we will focus on how we can detect 
problems earlier in funds, and investigate thoroughly 
and swiftly. This means building some market 
intelligence systems, and following up on whistle-
blowing.

There will be some mistakes and “accidents”, from 
time to time, which we must all try to keep to the 
bare minimum, if we can not avoid completely. After 
all, regulatory bodies and entities are managed 
and run by humans. The irony of it is that it is these 
weaknesses and shortcomings which after all, make 
us human. Our greatest weapon to fight these 
weaknesses and keep ourselves in check lies deep 
within us, and that is our conscience – the conscience 
to do the right thing.

One of the key features is around cost effectiveness 
and trying to ensure that funds deliver good value 
and protection to members. As part of enforcing 
the default regulations, we will piggy-back on some 
of the existing industry standards to standardise 
disclosure to members, funds and the supervisor so 
that members, trustees and the supervisor can see 
exactly the fees funds are being charged. 

As the new authority, we will enhance internal 
capacity to intrusively interogate costs and what 
funds are being charged, to ascertain if whether there 
is value for money. Also, it is not necessarily about 
chasing the cheapest services or products, but about 
offering good value for money.

Points to ponder and conclusions

The industry desperately needs a sustainable formal 
lobby body which will represent only the interest 
of members and trustees. This body needs to be 
independent of sponsorship by service providers, and 
will be crucial in streamlining engagements. 

How can trustees, funds and administrators assist 
the regulator by ensuring that the information 
they provide is accurate and reliable, and assists 

COVER
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INDUSTRY PERSPECTIVE
Extract from a paper presented by Jonathan Mort at Pension Lawyers 

Association Conference, Cape Town – 27 February 2018

In understanding the establishment and 
operation of umbrella funds, it is important to 
outline that umbrella funds are established and 

sponsored by a commercial entity (such as an 
insurer or asset manager) and with which there 
is a commercial proposition involved. Most of 
the standalone occupational funds are migrating 
to such funds, in line with what our regulatory 
authority’s wish. What follows may apply to a 
greater or lesser extent to these funds; it does 
not apply to other types of umbrella funds, such 
as those established for local authorities, as an 
industry sector fund or a trade union fund.

In the typical standalone fund, the costs are 
payable by the fund which has all its benefit 
administration and investment arrangements 
outsourced to third parties who report to the 
Board regularly. The Board would comprise in 
equal parts member-elected and employer-
appointed trustees. There may or may not be 
separate third party benefit consultants, actuaries, 
lawyers and asset consultants.  

By contrast, the umbrella fund arrangement has 
expert trustees, some of whom (usually not the 
majority) are independent and there may also 
be the involvement of an independent financial 

Issues in

and possible solutions

COMMERCIAL UMBRELLA 
FUNDS
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There are also four concerns around the costs of 
an umbrella fund:  

a. The first relates to the arrangement with the 
IFA. The IFA is appointed by the employer who 
may not pay attention to the reasonableness 
of the IFA’s fee because it is usually part of 
the fund administration cost, even though 
ultimately it comes out of the member’s 
retirement savings.  

b. The second is that the administration of 
umbrella funds is complex and difficult. It is 
not surprising therefore that administration 
errors are common. However, because of the 
dominance of the sponsor on the Trustee 
Board, the administrator’s actions may not 
be as closely scrutinised as they should be.  
An example of this is a view that profits from 
administration errors can be offset against 
losses from administration errors.  

c. The third is that it is not clear whether there 
are cross-subsidies as between different 

employers in respect of 

adviser (IFA).  Most, if not all, of the investment and 
benefit administration services are provided by 
the sponsor. The investment arrangements usually 
include investment choice.  

The umbrella fund is established on terms decided 
by the sponsor.  The objective is not altruistic 
but to enable the sponsor to profit from it. There 
is nothing inherently wrong with this, but it is 
important to bear in mind in considering why the 
sponsor puts in place the arrangements it does in 
the umbrella fund. Those arrangements typically 
entail using as many of the sponsor’s products and 
services as possible, on each of which the sponsor 
makes a profit.  

What is problematic are three aspects of a typical 
commercial umbrella fund arrangement: firstly, 
that the arrangements are not concluded at 
arms-length; secondly; that it is clearly understood 
that the trustees do not have a discretion to 
put substitute arrangements in place with third 
parties; and thirdly that it may be questioned 
whether all or some of these arrangements are 
necessary or appropriate (such as 
requiring that the costs of the 
investment choice platform 
be paid by all the members, 
most of whom will never 
use it because they are 
placed in the default 
investment option).  

These aspects may not be 
appreciated by the typical 
small participating employer, 
and compounded by the 
fact that mostly the independent 
trustees are in the minority, may 
be appointed by and able to be 
removed by the sponsor, and 
may be remunerated by the 
sponsor. This compromises 
their independence and 
that of the Board as a 
whole.

INDUSTRY PERSPECTIVE
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INDUSTRY PERSPECTIVE

the fund expenses. Some expenses are specific 
to an employer, others apply generally. General 
expenses would include those for governance, 
PI cover and audit fees. Specific employer 
expenses would relate to the management 
committee or any specific communication 
requirements and training.  The relevance of 
this is that it is not made clear the extent to 
which there may be a cross subsidy amongst 
the different employers which there should be 
because costs are an important detractor of the 
DC benefit.  

d. The fourth is around the benchmarking of costs 
on a per member basis. There should always 
be complete transparency around such costs, 
which is necessary to see specifically whether 
the fees paid to the sponsor are market related 
or not. But it is questionable that they can be 

market related when not negotiated at arm’s 
length and when benchmarked against the 
fees of other umbrella funds which are similarly 
not negotiated at arms-length. A proper 
benchmarking of the sponsor’s fees should 
be by reference to the fees that an unrelated 
provider would charge for a specific service.  

Whilst it may be said that employers have 
a fiduciary duty when they participate in an 
umbrella fund, and that they have more rather 
than less responsibility in respect of a standalone 
occupational fund, this is not realistic or fair. The 
typical small employer does have the degree of 
financial sophistication, and resources, to carry out 
that responsibility properly both before deciding 
to participate in an umbrella fund, and on an on-
going basis.

The objective is not altruistic but to 
enable the sponsor to profit from it. 

There is nothing inherently wrong 
with this, but it is important to bear in 
mind in considering why the sponsor 

puts in place the arrangements it does 
in the umbrella fund.
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INDUSTRY PERSPECTIVE

Some possible solutions are the following:  

Firstly, the expenses of the fund should be paid by 
the fund, and not by the administrator.  

Secondly, the fees paid to the sponsor should be 
independently benchmarked periodically, and 
justified. This does not mean that the fees must 
be lower than everyone else, but they must be 
justified. They must be benchmarked properly. The 
justification should include whether all the services 
are necessary, such as the investment platform.  

Thirdly, there should be an itemised disclosure 
to the members and the employers of the costs 
involved on an annual basis, as part of the member 
benefit statement. This should specify how much 
of the costs relate to the governance of the fund, 
how much relate to the administration, how much 
relates to the investment costs, and how much 
relates to other costs such as IFA fees, etc.  If 
possible, there should be an analysis of the extent 
of cross subsidisation as among the employers.

Fourthly, guidance should be given to employers 
by the Registrar as to what an appropriate form of 
due diligence should entail, and what the role of 
the IFA should be in that.  

Fifthly, there should be strict rules around the 
treatment of administration errors and their 
disclosure.

Sixthly, there should be no locked in arrangement 
by an umbrella fund to utilise the services or 
products of the sponsor.  There should be no 
penalty payable by the fund to substitute the 
sponsor’s services or products for others.

Finally, the Board of the umbrella fund should 
comprise a majority at least of independent 
trustees. There are appropriate ways of protecting 
the sponsor’s position without placing sponsor-
appointed trustees in the awkward situation of 
owning conflicting duties. It should not be open to 
the sponsor to appoint or remove the independent 
trustees, nor to be seen to be remunerating them.

There is much to discuss and debate. But we 
need to start that now. It is especially important if 
there is an acceleration of standalone funds into 
umbrella funds. Guidance from the Registrar would 
also help.
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REGULATORY FOCUS
By Thandolwethu Masango, Internal 

Communication Coordinator, FSB

On 21 February 2018, following the 2018 Budget 
announcement by the Minister of Finance, the South 
African Reserve Bank (SARB) issued Exchange Control 
Circular No. 7/2018, indicating that the foreign 
investment limits have been revised upward.

Based on this circular, the FSB made an 
announcement that retirement funds may therefore 
now acquire foreign exposure up to the revised limit 
of 30% in respect of foreign portfolio investments, 
and an additional 10% in respect of foreign portfolio 
investments in Africa.

According to an article published on Moneyweb: 
“The changes to Regulation 28 of the Pensions Fund 
Act (1956), confirmed last week by the FSB, have 
been largely welcomed by local asset managers.” 
Commentators see this change as a great opportunity 
for asset managers to diversify their portfolios; 
however it has been stressed that asset allocation 
decisions should be made responsibly.

R egulation 28 gives effect to Section 36(1)(bB) of 
the Pension Funds Act (Act 24 of 1956), which 
provides that the Minister of Finance may 

make regulations limiting the amount and the extent 
to which a pension fund may invest in particular 
assets or in particular kinds or categories of assets, 
prescribing the basis on which the limit shall be 
determined and defining the kinds or categories of 
assets to which the limit applies.

The main purpose is to protect the members’ 
retirement provision from the effects of poorly 
diversified investment portfolios. This is done by 
limiting the maximum exposure to (more risky) asset 
classes, making sure that no excessive risks are taken 
with retirement money.

Regulation 28(3)(i) states that the aggregate exposure 
to foreign assets must not exceed the maximum 
allowable amount that a fund may invest in foreign 
assets as determined by the SARB, or such other 
amount as may be prescribed.

increased foreign portfolio investment limits
Regulation 28:
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REGULATORY FOCUS
By Sibusiso Mondlana, Language Practitioner, FSB

convenient to the financially excluded, the high 
number of the population that is underbanked; in an 
appropriate but simple and dignified manner with 
the essential consideration of client protection. The 
FSB in its mission statement prioritises fair treatment 
of consumers of financial services and products. 
In achieving this, the FSB’s Language Business Unit 
(LBU) – in the spirit of the Use of Official Languages 
Act (Act. 12 of 2012) and through its policy internally, 
is advocating and working around the clock to 
achieve accessibility that is accompanied by usage 
and supported through the financial education of 
clients in the languages of their choice. 

According to the Banking Association of South Africa: 
“Financial inclusion in South Africa is an important 
tool to give people a bridge into the economy 
through both the National Development Plan and 
the National Treasury policy document entitled ‘’Twin 
Peaks; A safer financial sector to serve South Africa 
better”. Financial inclusion has the potential to boost 
inclusive economic growth and reduce inequality 

L anguage plays a significant role in the effort 
of helping consumers make sound financial 
decisions.

The FSB, through its Consumer Education 
Department (CED) has a role to play in radically 
transforming the financial services sector through the 
means of language in order to reach the vast majority 
in the pursuit of the promotion and maintenance 
of a sound financial investment environment in 
our country. Moreover, plain language and mother 
tongue language is core to the CED in achieving this 
goal.

According to a comprehensive study mandated by 
the FSB, South Africa currently has a financial literacy 
rate of 51%, on par with a number of developed 
countries and higher than many contemporary 
developing nations.

Financial inclusion is commonly known as the 
access and usage of a broad range of affordable, 
quality financial services and products, in a manner 

Role of language in
financial inclusion and literacy
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• Having professional interpreting services available 
at the Appeal Board.

• Using onsite interpreters for community outreach, 
such as when hosting an educational campaign 
like ‘Taking Regulation to the People’.

• Translating important documents, such as 
product and service information, published levy 
documents etc.

• Website translation and localisation to allow 
customers to find what they need quickly and 
easily, and offering educational resources to 
enhance understanding

Using onsite interpreting for community outreach, 
such as hosting an educational forum for a specific 
population and encouraging people to open an 
account, is one example.

Just as people cannot attain physical fitness 
without a basic knowledge of what works and a 
commitment to doing it, financial literacy is essential 
to financial health. Therefore, language access is an 
important part of that financial wellness. The LBU 
offers comprehensive language services for the 
FSB’s internal departments as well as the public at 
large in pursuing the FSB’s mandate. We believe 
in promoting financial literacy through any official 
language of choice, to enhance communication at the 
most critical touch points, whether it is to obtain car 
insurance, set up a savings account that will provide a 
more secure financial future or to seek funeral cover 
that will assist in desperate times.

in South Africa”. In order to reach the masses, the 
FSB’s CED, as well as all departments within the entity 
working together with the LBU, must, in a thorough 
approach, implement the policy and not find ways 
to avoid it. The FSB’s language policy, language 
management strategy and all the procedures in 
implementing the Act are paramount in achieving 
the goal of treating financial services and products 
customers fairly.

Financial literacy requires an understanding of how 
money works in the world and access to resources 
that can help individuals make better decisions about 
their finances. Understanding financial concepts like 
“compound interest” is difficult enough when you 
are literate person and you speak English. It is even 
harder when there are language barriers and you 
may have a disadvantaged background with very little 
access to financial guidance and advice.

How the FSB can reduce language barriers

How the FSB can reduce language barriers

Being able to overcome language barriers can go 
a long way to improve understanding for financial 
consumers with limited English proficiency. When a 
customer can speak to someone in his or her own 
language at a bank, for instance, they will be more 
likely to understand services and how to access them.

Here are a few ways the LBU uses language services 
to break down barriers and improve financial literacy:

• Maximizing the use of all official languages by 
the Call Centre staff to connect directly with 
consumers in the language of choice.

REGULATORY FOCUS



If it sounds too good to be 
true...it probably is. 
Avoid becoming one of many South Africans that lose 
their hard earned money to illegal money making schemes.

The FSB is the Regulator of the South African non-banking financial services industry.

Call the Financial Services Board on
0800 110 443 or visit www.fsb.co.za
for more information. 

Use only Authorised Financial
Services Providers and regulated entities
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REGULATORY FOCUS

Section 26(2) of the Pension Funds Act, 1956 (‘the 
Act’) empowers the Registrar of Pension Funds 
(‘Registrar’) to intervene in the management of 

retirement funds by appointing persons to the Board 
of a fund in certain circumstances.

The Registrar intends establishing a database of 
persons whom he can appoint in terms of section 
26(2) when this becomes necessary. The Registrar will 
consider candidates who meet at least one or more 
of the following requirements:

• Character qualities of honesty and integrity.

• Knowledge of corporate governance, general 
management best practices and proven 
organisational and leadership skills.

• Experience in the management of retirement 
funds or general management experience in the 
financial services sector.

• Registration with a recognised professional body.

• A qualification relating to retirement funds or 
financial services.

• Persons who have completed the Trustee Toolkit: 
www.trusteetoolkit.co.za

The identification and appointment of suitable 
persons is the discretion of the Registrar and will be 
determined according to the particular circumstances 
of the retirement fund concerned. The Registrar 
is not compelled to appoint a candidate from the 
database. The Registrar will aim for a final list which 

is balanced and diversified, even though preference 
will be given to Broad-Based Black Economic 
Empowerment (B-BBEE) candidates in line with the 
demographics, economic and societal objectives of 
the country.

Persons who want to be considered for inclusion on 
the Registrar’s database of section 26(2) candidates 
are requested to submit their curriculum vitae, 
proof of qualifications together with the following 
documents:

• Certified copy of their identity documents.

• Proof of residence.

• Tax Clearance Certificate.

• South African Police Service (SAPS) Clearance 
Certificate.

• Credit Report.

• Completed Registrar’s questionnaire - 
downloaded from the FSB’s website: https://www.
fsb.co.za/Departments/retirementFund/Pages/
documentsAccordion.aspx#.

• A Trustee Toolkit Certificate of Completion

Please note that candidates will be required to 
submit updated SAPS Clearance Certificates and ITC 
Credit Reports from time to time to ensure that they 
continuously meet fit and proper requirements.

Please submit this information to:  
FSB.sec26database@fsb.co.za

Database of candidates for appointment in 
terms of section 26(2) of the Pension Funds Act
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FSB FINES AVBOB R100 000 FOR CONTRAVENING THE POLICY 
HOLDER PROTECTION RULES (PPR’S) 

The Registrar of Long-term Insurance (“the Registrar”) 
referred a case against AVBOB Mutual Assurance 
Society (“AVBOB”) to the Enforcement Committee of 
the FSB for the contravention of Rule 5.1 (a)(i) of the 
PPR Rules issued under the Long-term Insurance Act 
(1998). 

On 28 October 2010, AVBOB had entered into an 
intermediary agreement with Mr T Nyadombo (“Mr 
Nyadombo”) in respect of which Mr Nyadombo 
undertook to render services as intermediary in 
respect of, inter alia, a savings product that was 
underwritten by AVBOB. On 10 December 2014 Mr 
Nyadombo’s authorisation to render services as an 
intermediary in respect of certain financial products, 
which included savings products, was withdrawn. 

During the period 11 December 2014 until April 
2016 Mr Nyadombo continued to render services 
as intermediary for and on behalf of AVBOB with 
regard to the savings product that was underwritten 
by AVBOB, whilst he was not authorised to render 

financial services in respect of this product. AVBOB 
therefore contravened Rule 5.1(a)(i) of the PPR Rules. 

As aggravating factors the Registrar considered, 
among other factors, that AVBOB failed to 
demonstrate sound insurance principles and 
practice in the interests of the policyholders and 
that AVBOB was not aware of the license changes on 
Mr Nyadombo’s FSP license until the contravention 
was brought to its attention by the staff of the 
Registrar’s office. In mitigation, the Registrar took into 
account, among other factors, that AVBOB accepted 
responsibility for the contravention, co-operated 
with the Registrar’s investigation and the subsequent 
enforcement action, and undertook to implement 
measures to prevent similar contraventions from 
recurring. 

Consequently, the Registrar agreed to a penalty 
of R100 000, which penalty was imposed by the 
Enforcement Committee on AVBOB on 1 December 
2017.

ENFORCEMENT SANCTIONS
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ENFORCEMENT SANCTIONS

FSB FINES H4 COLLECTIVE INVESTMENTS R20 000 FOR 
CONTRAVENING THE COLLECTIVE INVESTMENT SCHEMES ACT

The Registrar of Collective Investment Schemes 
(“the Registrar”) referred a case against H4 Collective 
Investments (RF) (Pty) Limited (“the Respondent”) to 
the Enforcement Committee of the FSB. The referral 
related to a contravention of section 4 (4)(a) of the 
Collective Investment Schemes Act (Act 45 of 2002). 

The Registrar established that between 29 April 2013 
and 27 September 2017 the Respondent, whilst a 
Manager of the Citadel SA Money Market H4 Fund 
and the Citadel Global Equity H4 Fund of Funds, 
failed to stipulate in the deed of the H4 Collective 
Investment Scheme the correct valuation point and 
the point in time when repurchase requests would be 
effected in respect of the aforementioned portfolios. 

The parties agreed on a penalty of R20 000 which 
was imposed by the Chairperson of the Enforcement 
Committee on 6 December 2017. In arriving at an 
appropriate penalty the Registrar took into account 

inter alia that the Respondent co-operated with the 
Registrar to ensure that this matter was brought to 
finality. The Registrar was not aware of any prejudice 
caused to clients as a result of the Respondent’s 
actions and that the contravention was due to a bona 
fide oversight which the Respondent rectified. 

A copy of the order is available on the FSB’s website: 
www.fsb.co.za

FSB WITHDRAWS JVN ASSET MANAGEMENT (PTY) LTD 

The Registrar of Financial Services Providers (“the 
Registrar”) instructed an inspection into the affairs of 
JVN Asset Management (Pty) Ltd (“JVN”), FSP 45923. 
The FSB obtained a search and seizure warrant that 
was executed on 20 June 2017 at JVN’s offices in 
Johannesburg and an investigation proceeded. 

The inspection has revealed that JVN and Messrs Levi 
Nkosi and David Lamb have contravened a number of 
laws, regulations and licensing conditions. 

The Registrar reported the matter to the Asset 
Forfeiture Unit (“the AFU”), a division of the National 
Prosecuting Authority (NPA). The AFU successfully 

applied for preservation orders with reference to 
the funds in the bank accounts of JVN, JVN Harvest 
Investment (Pty) Ltd, Mr Nkosi and trading accounts 
in the name of Mr Nkosi. The AFU has jurisdiction in 
terms of what will happen to the funds that are in 
the accounts that are frozen. The FSB’s jurisdiction is 
only limited to the licence of JVN and the individuals’ 
conduct and not the funds. 

In light of the findings of the inspection, the Registrar 
has taken a decision to withdraw the licence of 
JVN and those of Messrs Nkosi and Lamb. The 
Registrar will also report the matter to all the relevant 
authorities. 

It has come to the Registrar’s attention that there is 
an entity called Vision Capital Consulting which has 
been contacting JVN clients. The entity claims to act 
as an intermediary who assists clients with recovering 
funds for a fee. Kindly note that Vision Capital 
Consulting is not registered with the FSB and that the 
AFU has jurisdiction with regards to recovery of funds
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The FSB has a mandate to ensure that consumers of financial services are treated fairly by the 
financial services providers they deal with, and that they enjoy a safe investment environment in 

South Africa. In line with this, the FSB has issued a number of public warnings to warn the public to 
act with caution when dealing with the following entities:

The FSB would like to warn the public to act with 
caution when dealing with people purporting to 
represent Creative Investments Options. Creative 
Investment Options CC FSP 16399 is authorised in 
terms of the Financial Advisory and Intermediary 
Services Act (FAIS, Act 37 of  2002) to render 
financial advice and intermediary services. 

The FSB received information that there is a 
person or persons contacting people, from a 
company named Creative Investments Options. 
These people contact prospective clients 

It has been brought to the Registrar’s attention 
that Instant Group SA purports to have been 
issued with the FSP number 41456. The said FSP 
number was a reference number allocated to 
Tara-Jane Metzler trading as Metsure Financial 
Services when an application was made for a 
licence to conduct business as a financial services 
provider.

The Registrar rejected the application of Tara-Jane 
Metzler, trading as Metsure Financial Services, to 
conduct business as a FSP. Instant Group SA is 
not authorised to use the FSP number 41456.

PEOPLE PURPORTING TO REPRESENT CREATIVE INVESTMENTS OPTIONS

INSTANT GROUP SA

WARNINGS

purporting to be from FSP 16399. These imposters 
offer people investments, promising them that they 
will receive 50% of their investment back in two 
weeks. We can confirm that there is an authorised 
financial services provider by the name of Creative 
Investment Options CC, FSP 16399; however, 
this FSP has confirmed that no connection exists 
between them and these impostors offering such 
investment returns. It is the FSB’s view that the 
above-mentioned people are using the authorised 
FSP’s name without authorisation.
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WARNINGS

The FSB again reminds consumers who wish to conduct financial services with an institution or person to check 
beforehand with the FSB on either the toll-free number (0800 110 443) or on the website: www.fsb.co.za as to whether 

or not such institution or person is authorised to render financial services.

The FSB would like to warn the public to act 
with caution when dealing with Capital Loans. 
According to information received, Capital 
Loans purports to be a FSP. Capital Loans is 
not authorised in terms of the FAIS Act (2002), 
to render any financial advice and intermediary 
services. 

The FSB received information that Capital Loans is 
offering personal and various other types of loans 
to members of the public, on the internet and via 
email.

Profit Trading and Mr Ndlovu are not authorised 
FSPs.

The FSB received information that Profit Trading 
and Mr Ndlovu are conducting an unregistered 
business and providing advisory and intermediary 
services without the necessary authorisation. 
Profit Trading’s licence (FSP 45146) was withdrawn 
on 2 September 2016.

MD Funds claims to participate in forex trading. 

According to a Facebook post made during 2016, 
MD Funds offers daily returns of 0.75% to 1.5% 
and an investor gets to do monthly withdrawals. 
Investments from R10 000.00 to R250 000.00 
are solicited. MD Funds alleges to be a registered 
company “under all the laws of South Africa.” 

According to the records at our disposal MD 
Funds is not an authorised FSP.

CAPITAL LOANS

DMD CAPITAL (PTY) LTD  
T/A PROFIT TRADING MD FUNDS
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By Laura Du Preez, Bussiness Day TV

The FSB will try to nudge small, employer-
sponsored funds into umbrella funds — but if 
that fails, the regulator will consider “a much 

more blunt instrument,” Olano Makhubela, the DEO 
for Retirement Funds at the FSB, told the recent 
Pension Lawyers’ Association conference held in 
Cape Town.

National Treasury has instructed the FSB to reduce 
the more than 1 650 active retirement funds to less 
than 200.

Makhubela said it may mean policy makers would 
have to prescribe the number of members and 
assets under management that funds needed to have 
to be viable.

He also said the FSB was looking to improving its 
monitoring of retirement funds by requesting funds 
to submit monthly cash flow statements that could 
provide an early warning system by enabling the FSB 
to detect problematic changes at an early stage.

The FSB is also considering asking Parliament to cut 
the six-month time period that funds are allowed to 
submit returns to three months, allowing the FSB to 
scrutinise and detect problems earlier.

“The moment you receive financials late it is a sign 
that there are problems with that institution. It is 
better for members and the industry if we can take 
corrective action in time,” he said.

for small pension funds
Stricter rules for the sector will hit smaller funds harder.

LIFE IS ABOUT TO GET 
TOUGHER

IN THE MEDIA
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IN THE MEDIA

Makhubela warned that these were issues that 
smaller funds especially needed to consider. 
Larger funds and commercial umbrella funds are 
typically better positioned to comply with stricter 
requirements.

Fund trustees at the conference were warned 
about the legal complexities that lie ahead in new 
regulations under the Pension Funds Act (1956) 
that oblige them to provide a default investment 
strategy, default preservation in the fund when you 
resign — your savings will be paid out or transferred 
to another fund only if you specifically request this, 
to accept your savings from the fund of an employer 
you are leaving and default annuities or monthly 
pensions on retirement.

The new regulations are aimed at ensuring you 
are encouraged to save as much as you can for 
retirement, but Carlyle Field, a partner at Shepstone 
& Wylie, said preservation within the fund and the 
portability of savings to a new fund would be very 
difficult for funds and their trustees, and would 
require changes to their rules.

Clarity from the regulator on certain aspects of the 
regulations was still awaited, he said.

Kobus Hanekom, contracted principal consultant at 
Simeka Consultants and Actuaries, said standalone 

funds also need to consider that the FSB is 
proposing to remove the audit exemption for 

small funds.

The Budget Review also stated that all 
retirement funds would soon have to 
include a minimum number of independent 
trustees, Hanekom said.

He said funds would have to comply 
with increasingly strict governance and 
ethical requirements and requirements 
for treating customers fairly; and would 
have to comply with more aspects of the 

financial sector charter.
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CONSUMER EDUCATION
By Khayalakhe Ndlovu, Consumer Education Officer, FSB

PLATFONTEIN 
FINANCIAL LITERACY PROGRAMMES IN

Situated in Kimberley, North West of the 
Northern Cape, Platfontein is resident to 
approximately 7000 to 8000 San people. 
The area has been home to the !Xun 

and Khwe communities since 1999. Reliant on 
Department of Defence subsidies, government 
child support grants and pension grants as 
a source of income, the community lives in 
extremely poor conditions and it often falls 
by the way side when it comes to government 
services. 

Following a Parliamentary question on how the 
FSB is serving minority groups such as the Khoi 
San in South Africa, the FSB launched a financial 
literacy campaign aimed at educating residents 
of Platfontein on financial related matters, thus 
empowering them to make sound decisions on 
money matters. 

The financial literacy awareness campaign 
conducted in Platfontein consisted of eight 
workshops and an outside radio broadcast 
comprising of a series of interviews done by 
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FSB continues to engage with local structures 
in Platfontein to identify ways to intensify the 
campaign in order to produce measurable 
outcomes in terms of behavioural change in 
consumers when it comes to money matters.

experts from the FSB on X-K FM, a residential 
radio station in Platfontein. The FSB also 
partnered with the South African Social Security 
Agency (SASSA) to emphasise adequate use of 
social grants. 

This initiative was the first of its nature in the San 
community and as such we had a challenge with 
the language used in the area. This meant using 
platforms which would best suit the community 
and radio was one such avenue. The FSB, 
through this awareness campaign, did not only 
seek to educate residents on financial matters, 
but also to introduce entrepreneurship as a 
means for residents to generate income.

Through this campaign, the FSB reached 586 
community members. As this is a relatively 
small community, this is a good reach. The 

CONSUMER EDUCATION
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Speaking on an interview with Inside Education, Mr 
Matome Rapetsoa, who was commissioned by the 
FSB to conduct this campaign said “seeing live drama 
on stage means the concentration span increases 
more than being forced to sit in a classroom reading 
textbooks. This way the audience becomes part of 
the solution”.

According to Mr Elliot Modisa, Manager in the 
Consumer Education Department at the FSB, the 
industrial theatre campaign is the most famous 
among youth and school children. “It is exciting to see 
them dance along, sing along and just enjoying the 
plays, while they gain the wisdom of how to manage 
their finances” he added.

The current campaign titled ‘Save Now’ has been 
performed in Mpumalanga, Gauteng, Free State, 
Eastern Cape, Limpopo and Kwa Zulu Natal and 
continues in the Northern Cape before it concludes 
in the Western Cape. 

CONSUMER EDUCATION

The FSB’s Consumer Education Department is 
constantly exploring interesting ways to deliver 
its financial literacy messages to all South 

Africans. This time the FSB uses an entertaining 
industrial theatre format, wherein financial literacy 
messages are built into the theatre performance and 
are delivered through dance, acting and singing.

The idea is to have professional industrial theatre 
service providers inform the public about the role 
of the FSB, the importance of saving, the difference 
between savings and investments, the rights and 
responsibilities of consumers of financial products 
and services, and many more financial literacy 
messages.

FSB uses industrial theatre for 
consumer education

By Thandolwethu Masango, Internal 
Communication Coordinator, FSB
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EVENTS
By Reneilwe Mthelebofu, Communication 

Liaison Department, FSB

The FSB participates in another exciting season of the 

Insurance Apprentice

The Insurance Apprentice, now in its 
fourth year, has taken the industry 
by storm and made for some great 
conversation. The FSB once again 

participated in another exciting season of the 
show and is also one of the sponsors of the 
show. 

The 2018 instalment brings with it a fresh 
approach with twists and turns that are bound 
to captivate the audience. This year, the show 
brings together eight young industry players 
to battle it out for an opportunity to showcase 
their skill and talent in short-term insurance. 
The contestants are put through a series of 
challenging insurance-related tasks and one 
contestant faces elimination every week until a 
winner is eventually chosen.

Each episode consists of a different task; 
this year kicked off with a task focusing on 
negotiation skills. The judges challenged the 
contestants with the following scenario: if 
candidates are brokers dealing with a renewal 
and the judges are the clients, how would they 
sell an increase in fees/commission to them? 
They also had to convince client to buy one 
new cover and, with the ultimate decision in the 
hands of the broker, the difficulty was in selling 
new cover that was not currently being covered.

Other tasks that subsequently followed 
thereafter focused on developing specialist risk 
cover for the Small and Medium-Sized Enterprise 
(SME) space and how well each debtor is 
assessed as a credit risk. In 2017, the episode 
sponsored by the FSB saw the apprentices being 

Caroline da Silva, Deputy Executive Officer, FSB and Simon Colman, Head Judge
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‘employed’ by the FSB and having to consult with 
the industry on the proposal that commercial 
binders to brokers, who also give advice, should 
be prohibited. Commercial binders would only 
be permitted to be awarded to UMAs or non-
mandated intermediaries who do not give 
advice. This task required the apprentices to 
consult with various industry role players to 

obtain alternative views on the pros and cons of 
prohibiting commercial binders. 

This year, the FSB sponsored the seventh 
episode. In the episode, contestants where 
tasked to look at the legislative prohibition on 
inducements as set out in section 44 of the 
Short-term Insurance Act (STIA, Act 53 of 1998) 
and section 45 of the Long-term Insurance Act 
(LTIA, Act 52 of 1998) and to give consideration 
to the principles that the Registrar must apply 
his or her mind to these, for purposes of 
including additions to the  Policy Protection 
Rules (PPR) for determining whether or not an 
offer constitutes a permissible inducement.

Participants had to look at some inducement 
practices in the industry and determine if there 
are other principles that the Registrar should 
consider when it comes to inducements, 
in terms of delivering good outcomes for 
customers.

The winner of the Insurance Apprentice 2018 
will fly to London, to visit Lloyds of London for a 
week, receive a bursary valued at R75 000 from 
INSETA and win a cash prize of R20 000 from 
the Masifunde Training Centre. The Insurance 
Institute of South Africa (IISA) will also sponsor 
the winner to attend the Insurance Conference 
to be held at Sun City in the North-West. 

EVENTS

The final four contestants

Winner: Noxolo Dlamini



VISION

MISSION

VALUES

The FSB’s vision is to promote and maintain a sound financial investment environment in South Africa.

The FSB’s mission is to promote the:

 • fair treatment of consumers of financial services and 
products;

 • financial soundness of financial institutions;

 • systemic stability of financial services industries; and

 • the integrity of financial markets and institutions.

At the FSB, we will act professionally at all times in all that we say and do. To this end, we undertake to:

 • demonstrate the highest level of technical competence;

 • conduct all our business at the highest level of confidence;

 • collaborate effectively as team members to deliver effective services;

 • enhance stakeholder synergy through collaboration;

 • apply the regulatory framework in a consistent and fair manner; and

 • treat all people with respect and empathy.



money, insist on more than just
a pretty smile. Insist on seeing

  a valid FSB licence before
accepting investment advice.

Use only authorised Financial 
Services Providers and regulated entities  

The FSB is the Regulator of the South African non-banking financial services industry. 

Call the Financial Services Board on
0800 110 443 or visit www.fsb.co.za
for more information. 

When it comes to your hard earned


