Figure 1.1: The new framework will take a holistic approach
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Figure 3.1: The present regulatory landscape in South Africa
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Figure 6.2 Landscape of access for individuals in 2010
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3: The quality of supervision must be sufficiently intense, intrusive and effective

4: Policy and legislation are set by government and the legislature, providing the operational
framework for regulators.

5a: Regulators must operate objectively with integrity and be
also be accountable for their actions and performance

but must

for regulators and
perlarm only governance functions

Regulations should be of universal applicability and comprehensive in scope in order o reduce,
requistory arbirage

must be reviewed, so that boards

7: The legislative framework should allow for a lead regulator for every financial institution that is
regulated by a multiple set of financial regulators. Al regulators involved must strive to coordinate
their supervisory activities

8 Relevant ministers must ensure that the legislation they administer promotes coordination and
reduces the scope for arbitrage.

{9: The regulatory framework must include responsibility for macroprudential supervision.

10: Special mechanisms are needed to deal with systemically important financial institutions (SIFis).

11: Market conduct oversight must be sufficiently strong to complement prudential regulation,
particularly in the banking sector.
12: Financial integrity oversight should be effective to promote confidence in the system
13: Regulators should be appropriately funded to enable them to function effectively
14: Financial regulators require emergency-type powers to deal with a systemic financial crisis,
requiring strong and overriding legislative powers.

15: Al he 2bava pinciples are relecid In inarmational standars Ko Basel I 2nd standard set by
ssociation of Industr

Securios Commission (I0SCO). To the extent that there are any omadiatons of cosistencies n

the above principles, the standards will apply.

First proposal: Given the need to prioritise and strengthen both prudential and market conduct
superision and regulatory powers, South Africa will move towards a “twin-peak model” of financial
regulati

Second proposal: Strengthen the operational independence, integrity and accountability of all regulators. }{
Third proposal: Expand the financial regulatory system to include macroprudential supervision, and
establish an interagency financial stability oversight committee

Fourth proposal: Strengthen market conduct supervision and the ombuds system, and expand the
scope of the Financial Services Board to cover market conduct in retail banking.

Fifth proposal: Clarify roles and responsibilities

Sixth proposal: Promote greater coordination and information sharing between all financial regulators,
and establish a Council of Financial Regulators.

To include, among others, money markets, private:
pools of capital including hedge funds, unregulated
financial actiiis suchasth frctioning of crodt

ing agencies as well as over-the counter derivatives
oS ok xchanges, peyment aystome an
disclosure and accounting standards.

" Seventh proposal: Increase the scope of regulation }{

Eighth proposal: Public entities and funds operating in the financial system should not be exempted
from general legislation and regulatory standards that apply to the private sector institutions and
funds. Where there are exemptions, they should be transparent, and subject to review on a regular

basis.
Ninth proposal: Improve enforcement capacity. }|

Tenth proposal Rauonanse advisory and technical committees and enhance consultation processes
with the industry and

Further support to co-op & dedicated banks including Postbank
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Treasury to introduce a micro-insurance framework

“37 per cent of 33 million South African adults did not have a bank account and only 40 per

cent had a formal long-term insurance product”
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The South Afican fnanclalsectorfs
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Develop principles on how fees should be
Look at market structure  Set and reported and what constitutes fair
and bank costs and unfair behaviour.

The scope of regulation will be expanded to cover private
pools of capital, over-the-counter derivative markets, credit
rating agencies and commodity markets.

“Abuses range from milder complaints of providing deficient financial

advice to egregious and blatant cases of fraud and misrepresentation”
"Moreover, big financial service providers with substantial market
power may charge higher fees, sell products that are not appropriate

Enforcement agencies to lead
Investigate and prosecute abuses
Continued work with international partners

Insurance challenges

Consumer financial education - draft pillars

Safeguarding pensioners ||

Challenges facing financial integrity in South Africa

cusiomers”
for their clients and exploit their market power in other ways that may
e deemed unfair to consumers”
Consumers should be confident that they are dealing with firms where fair
treatment of customers is central to corporate culure.
Products and services marketed and sold in the retail market should be
designed to meet the needs of identiied consumers
Advice should be suitable and take account of the consumer's circumstances
Consumers must be provided with clear information and kept informed
((Treating Customers Fairly | before, during and after the point of sale.
Consumers should be sold products that perform as firms have led them to
expect, within reasonable limitations
Consumers should not face unreasonable post-sale bariers imposed by firms to
change products, switch provider, submit claims or complain.
Lowering of penalty fees on debit orders
Improving the management of the current debit order system
Greater ATM fees and charges.
“Retai banking | | The implementaion of a standardised swithing code t promot case of
Challenges switching bank accounts between b
b Improving customer
education.
Al role-players in the debit order and payment system do not abuse the system.
high penalties are common on early termination of retirement and
other savings policies
seek (o recover full
Challenges commission on

terminati

“Triangular association” where financial
ole of advisor, provides advice to the

and potential conflicts of [ butis paid a

interest. .

Long-term insurance P g surer

practice of churning by intermediaries in
the pursuit of higher fees

A possible solution would be to do away with commission for
sales of policies and rely more on structured fees

Refer 2005 Statement of Intent by LOA to FSB + Draft Directive 153 of 2010
igh costs

lack of appropriate
disclosure

conflicts of interest

Short-term insurance

consumer credit insurance

Improving regulatory
coordination

Itis not a substitute for effective consumer protection and market

conduct regulation
| it requires a multi-stakenolder approach that is centrally coordinated
A national strategy with risk-based priorities is central to providing consumers with choices,
informing them of their rights, instilling in them the values and confidence that empower them to
make sound financial decisions, build assets and invest in the future.

The introduction of mandatory preservation is therefore critical and National Treasury
plans to extensively consult all relevant

{ Maximising Savings H enhanced system of portability to maintain or transfer accumulated pension benefits

| through Preservation either to a preservation fund or a prospective employer's plan when changing jobs

uneven treatment of the
various retirement saving
products

lack of compulsory for pension funds
Rés ara barred from wihrawing any of thelr seings
|in the fund before the age of 55 ye:
Products like Provident Funds will have to be treated
equally with other products in terms of benefits

(" Managing Early
Withdrawals within
Compulsory Preservation

{_and Retirement Annuities )

Making permanent changes in atitudes towards pensions, and savings

Providing effective and regular education for actual and possible pension fund
Member education || participants and retirement annuity fund holder

| This education, however, must start with children at home and in schools.

Relevant education, experience and skills to make investment decisions consistent with the
best interest of the pension fund and its

Atall times exercise their fiduciary responsibilities towards the fund, and not necessarily to
the persons appointing them, be it employees or employers

Application of fit and proper standards to the

of trustees and to their conduct,

{ Trustee

to achieve proper training of trustees
Education }’

The use of trustees.

Considering making it a statutory requirement that trustees be fit and proper with certain
minimum qualifications, which should be achieved within a fixed period from the date of

Code of Ethics proposed
{ Enhancing Choice through Disclosure and Tr }

The retirement funds industry, especially retirement annuities, is
correctly perceived by society as fraught with high costs

Managing Costs through Umbrella Funds | _| Consolidation of small private sector pension funds into a smaller
|.and Alternative products number of large funds

1. Requiring all public sector pension funds (that s, funds of state
owned entities, the GEPF and local government funds) to register
under a (revised or new) Pension Funds Act and be subject to the
supervision of the FSB
2. Designing  uniform dedicated public sector pension funds act,
with the aim of consolidating some or all of the funds not

)| supervised under the PFA, and subjecting them to the supervision
of the FSB.

{ 2options mr public sector pension funds:
rules and regulations

Tax proposals in the 2011 Budget

Combating money laundering and terror financing

{ Abuses within the banking, securities and insurance sectors




