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Course summary 

The course explains how ethical behaviour aligns to the Codes of conduct. The course furthermore 
describes the general duty and specific duties applicable to financial services providers and 
representatives as outlined in the General Code of Conduct. 

Time allotted for course 

The course consists of 2 topics with an assessment that needs to be completed. The time allotted for 
each aspect is as follows: 

Topic 
number 

Title Word 
count 

Level Time 
allotted 

Topic 1 Ethics in the financial services industry 581 Entry level 5 minutes 

Topic 2 General Code of Conduct 8739 Entry level 85 minutes 

 Assessment   30 minutes 
 

   Total time 1.5 hours 

 

Assessment and certification 

After completion of the workshop the learner must complete an electronic assessment on the learning 
management system. 

 Form of assessment: Multiple Choice Questions 
 Number of questions: 10 questions 
 Duration: 30 minutes 
 Competency mark: 60% 

 

Upon obtaining a competency mark of 60% the learning will receive a certificate of completion. The 
learner will be afforded an opportunity to re-do the workshop should a competency mark not be 
attained. 
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Course accreditation 

CPD Category: Online programme 

COB Category: All Classes of Business 

Financial Planning Component: Ethics & Practice Standards 

Advice Component: Ethics, Standards and Compliance 
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TOPIC 1 ETHICS IN THE FINANCIAL SERVICES INDUSTRY 

 

1.1 Introduction 

The economic policy of a country determines the philosophy that underlies its approach to regulation.  

South Africa follows largely a market-oriented approach. This implies minimum intervention by the 
authorities as the market mechanism is assumed to achieve the highest efficiency in terms of the 
allocation of resources. Market imperfections do occasionally arise and that intervention by the 
authorities by way of regulation is sometimes justified.  

Governments, therefore, promulgate legislation and create regulatory authorities and authorise them 
to influence the economy according to government policy.  

Regulation does come with a cost. Therefore, not all sections of the economy are regulated. Not even all 
sections of the financial markets are regulated.  

Regulatory measures are set out in broad outline in legislation (Acts of parliament). In South Africa there 
are separate Acts for each industry or even a part of an industry, which is why the Financial Sector 
Conduct Authority (FSCA) administers many different Acts.  

These Acts generally make provision for regulations, conditions, codes of conduct or other pieces of 
subordinate legislation to be issued. In some cases, the permission of the Minister of Finance must be 
obtained, but in others the commissioner can issue subordinate legislation. Subordinate legislation 
contains detailed provisions that apply to the industry concerned. 

1.2 Ethics in the Financial Services Industry 

Corporate governance refers to those principles and procedures underlying the way in which companies 
and other organisations should be directed and controlled.  They originate from the division of ownership 
and control in a company and the need to clarify the roles and responsibilities of the board of directors 
and the management of a company. 

LEARNING OUTCOMES 
After studying the topic, the learner should be able to- 

 Understand the concept of regulation and ethics in the context of the financial services industry. 
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South Africa has been at the forefront of international development of corporate governance principles 
through the various King Codes of Corporate Governance, initiatives of the Institute of Directors, the 
latest of which is King III, published in 2009.  

The Financial Sector Conduct Authority (FSCA)as the regulator in South Africa gave legal effect to many 
ethical principles by issuing codes of conduct as subordinate legislation.  In terms of the Financial 
Advisory and Intermediary Services Act (FAIS), several codes of conduct were issued whose main aim is 
the protection of consumers by creating ethical standards. 

Ethics is the science of what is right and goods. Ethical behaviour in the financial services industry is seen 
as behaviour that is aligned to the Codes of Conduct applicable to that specific type of financial services 
provider (FSP) as the Codes of Conduct provides guidance when deciding if a specific course of action is 
wrong or right. 

1.3 Different Codes of Conduct 

The FAIS Act provides for the drafting of different codes of conduct that will be binding on different 
categories of financial services providers (FSPs). There are the following codes of conduct: 

 General Code 

 Specific Code for banks taking short-term deposits 

 Code for Administrative FSPs 

 Code for Discretionary FSPs  

 Code of Conduct for Hedge Fund FSP’s 

 Code for Forex FSPs 
 
 

The General Code of Conduct applies to FSPs in conjunction with the Specific Codes. In case of a 
discrepancy between the provisions of the General Code and the Specific Code, the Specific Code will 
prevail. However, the Code for FSPs (banks) conducting short-term deposit-taking business is an 
exception and stands on its own. 

This course will only consider the General Code of Conduct. 
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TOPIC 2 GENERAL CODE OF CONDUCT 

 

2.1 Introduction 

The General Code of Conduct imposes general and specific duties on the representative and financial 
services provider. This topic includes the amendments that has been made to the General code of 
Conduct in recent years. 

2.2 General duty of the financial services provider 

An FSP and representatives must render financial services in the following manner: 

 Honestly and fairly. 

 With due skill, care and diligence.  

 In the interests of clients. 

 In the interest of the integrity of the financial services industry. 
 

2.3 Representations of information 

The following provisions must be considered when rendering a financial service to a client: 

 Information provided must be factually correct, in plain language, avoid uncertainty and not be 
misleading. 

 Information must be adequate and appropriate for a particular financial service and consider the 
clients factually established or reasonably assumed level of knowledge of the client. 

 Information must be provided timeously to ensure that the client has sufficient time to make an 
informed decision. 

 Information may be provided orally and confirmed in writing on request of the client within a 
reasonable time after such a request. 

LEARNING OUTCOMES 
After studying the topic, the learner should be able to- 

 Describe the general and specific duties applicable to representatives and financial services 
providers in terms of the General Code of Conduct. 
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 Written information (by standard format or otherwise) must be in a clear and readable print size, 
spacing and format. 

 Information must be reflected in specific monetary terms regarding all amounts, sums, values, 
charges, fees, remuneration or monetary obligations mentioned therein or if not reasonably pre-
determinable, its basis of calculation must be adequately described. 

 Information need not be duplicated or repeated for the same client unless material changes or 
significant changes have occurred, or the relevant financial service renders it necessary. Material 
or significant changes must be disclosed to the client without delay.1 

2.4 Duties when contacting clients 

An FSP must act honorably, professionally and with due regard to the convenience of the client when 
making contact arrangements with a client.  

At the commencement of any contact, visit or call initiated by the FSP, the representative must explain 
the purpose thereof and at the earliest opportunity, provide the client with the required information 
regarding the FSP. 2  

2.5 Furnishing of advice 

Before providing advice to a client, an FSP other than a direct marketer, must prior to provide a client 
with advice, fulfil the following duties: 

1. Take reasonable steps to seek appropriate and available information regarding the client’s 
financial situation, financial product experience and objectives to enable the FSP to provide the 
client with suitable advice. 

2. Conduct an analysis based on the information obtained. 

3. Identify the financial product appropriate to the client’s risk profile and financial needs, subject 
to legal or contractual limitations imposed on the FSP. 

4. Take reasonable steps to establish whether the financial product identified is wholly or partially 
a replacement for an existing financial product of the client and if it is such a replacement, the 
FSP must comply with the disclosure requirements regarding replacement products. 

 
 

An FSP must take reasonable steps to ensure that the client understands the advice and will be able to 
make an informed decision.3 
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Figure 2-1: Steps that needs to be followed when providing advice 

 

 

 Replacement of long-term insurance policy 

An FSP providing advice to a client to replace an existing long-term insurance policy with any other 
financial product must at the earliest practical opportunity but not later than the date on which any 
transaction requirement is submitted to the product supplier, notify the issuer of the long-term 
insurance contract or policy of such advice.4 

 Special circumstances 

If the representative was unable to complete a needs analysis because the client did not provide all 
information requested or there was insufficient time to do so, the FSP must fully inform the client orally 
of the following and ensure that the client understand the implications thereof: 

 That a full needs analysis of the client could not be undertaken.  

 Limitations on the appropriateness of the advice provided may exist. 

 The client should take care to consider whether the advice is appropriate in the light of the client’s 
objectives, financial situation and particular needs.5 

 

Where the client elects a product different from the one recommended by the FSP or elects not to follow 
the advice or receive information or elects to receive more limited information or advice than the FSP is 
able to provide, the FSP must advise the client orally of the risks involved and to consider whether the 
advice is appropriate in the light of the client’s objectives, financial situation and particular needs.6 
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 Other considerations 

An FSP that can provide clients with financial services in respect of a choice of product suppliers, must 
exercise judgement objectively in the interest of the client concerned.7 

An FSP may not in dealing with a client, compare different financial products, product suppliers, FSPs or 
representatives unless the differing characteristics of each are made clear. 

 The FSP may also not make inaccurate, unfair or unsubstantiated criticisms of any financial product, 
product supplier, FSP or representative.8 

2.6 Record of advice 

An FSP must maintain a record of advice furnished to a client if a transaction or contract in respect of a 
financial product is concluded because of advice furnished. The record must include the following: 

 A summary of the information and material on which advice was based. 

 The financial products which were considered.  

 The financial product or products recommended with an explanation of why the products 
selected will meet the needs of the client.  

 

The FSP (other than a direct marketer) must provide a client with a copy of the record of advice in writing 
as soon as a transaction is entered into.9  

A direct marketer (other than a telemarketer) must provide the client with a copy of the record of advice 
within 30 days from date of transaction. 

 A telemarketer only needs to provide a copy of the record of advice on request within a reasonable 
time.10 

2.7 Managing Conflict of Interest 

A conflict of interest is defined as any situation in which an FSP or representative has an actual or 
potential interest that may in the rendering of financial services influence the objective performance of 
its obligations to that client or prevent an FSP or representative from rendering an unbiased and fair 
financial service to that client, or from acting in the interest of that client. 
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A conflict of interest includes one of the following11: 

 Financial Interest: Any cash, cash equivalent, voucher, gift, service, advantage, benefit, discount, 
domestic or foreign travel, hospitality, accommodation, sponsorship, other incentive or valuable 
consideration and training that is not exclusively available to a selected group of FSPs or 
representatives. Financial interest excludes an ownership interest, training on products - if it is 
not exclusive (excluding travel and accommodation in relation to the training), legal matters 
relating to products, general financial and industry information and third-party systems which is 
needed. 

 Ownership interest: Includes any equity or proprietary interest, for which fair value was paid by 
the owner at the time of acquisition; including any dividend, profit share or similar benefit 
derived from that equity or ownership interest. Ownership interest excludes equity, or a 
propriety interest held as an approved nominee or held on behalf of another person 12  

 Relationship with a third party: A relationship with a product supplier, another FSP, an associate 
of the product supplier or FSP, a distribution channel and any person who in terms of an 
arrangement with these entities mentioned provides a financial interest to an FSP or its 
representatives. 

 

 Requirement regarding conflict of interest 

An FSP and a representative must avoid and where this is not possible mitigate any conflict of interest 
between the FSP and the client or between the representative and the client.  

An FSP or representative must, in writing, at the earliest reasonable opportunity disclose to the client 
any conflict of interest of respect of the client, including the following: 

 The measures taken, in accordance with conflict of interest management policy to avoid or 
mitigate the conflict. 

 Any ownership interest or financial interest, other than immaterial financial interest, that the FSP 
or representative may be or become eligible for. 

 The nature of any relationship or arrangement with a third party that gives rise to a conflict of 
interest, in sufficient detail to a client to enable the client to understand the exact nature of the 
relationship or arrangement and the conflict of interest. 

 

An FSP or representative must, in writing, at the earliest reasonable opportunity inform the client of the 
conflict of interest management policy and how it may be accessed. 13 
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 Permitted financial interest  

An FSP or representative may only receive or offer the following financial interest from or to a third 
party: 

 Commission and fees authorised under the Long-term Insurance Act, the Short-term Insurance 
Act or the Medical Schemes Act. Fees must be reasonably commensurate (appropriate) to the 
service being rendered. 

 Fees for the rendering of a financial service in respect of which commission or fees referred to 
above is not paid if those fees are specifically agreed to by a client in writing and may be stopped 
at the discretion of the client. 

 Fees or remuneration for the rendering of a service to a third party, if those fees or remuneration 
are reasonably commensurate (appropriate) to the service being rendered. 

 Subject to any other law, any immaterial financial interest. 

 Any financial interest not referred to above for which a consideration, fair value or remuneration 
that is reasonably commensurate (appropriate) to the value of the financial interest, is paid by 
that FSP or representative at the time of receipt thereof. 14 

 

The above specifications do not apply to representative of an entity if the entity is a product supplier 
and an FSP. 15 

 

 
 

  

Definition of immaterial financial interest 

Any financial interest with a determinable monetary value, the aggregate of which does not exceed 
R1 000 in any calendar year from the same 3rd party received by one of the following: 

 A sole proprietor FSP.  

 A representative for direct benefit.  

 An FSP, who for its benefit or that of some or all its representatives, aggregates the 
immaterial financial interest paid to its representatives. 
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 Payment of incentives or bonuses 

An FSP may not offer any financial interest to a representative for giving preference for one of the 
following: 

 The quantity of business secured for the FSP to the exclusion of the quality of the service 
rendered to clients.  

 A specific product supplier, where a representative may recommend more than one product 
supplier to a client. 

 A specific product of a product supplier, where a representative may recommend more than one 
product of that product supplier to a client. 16 

 

 Conflict of interest management policy 

The Amendment Code stipulates that all FSPs must adopt, maintain and implement a conflict of interest 
management policy that complies with the provision of the FAIS Act. 17  

The conflict of management policy must provide for the management of conflicts of interest and for the 
following: 

 Mechanisms for the identification of conflicts of interest. 

 Measures for the avoidance of conflicts of interest, and where avoidance is not possible, the 
reasons therefore and the measures for the mitigation of such conflicts of interest. 

 Measures for the disclosure of conflicts of interest. 

 Processes, procedures and internal controls to facilitate compliance with the conflict of interest 
management policy. 

 Consequences of non-compliance with the policy by the FSP’s employees and representatives.18 
 

The conflict of management policy must also include the following: 

 The policy must specify the type of and basis on which representative will qualify for a financial 
interest and motivate how that financial interest complies with the provisions of the General 
Code of Conduct. 

 A list of all the FSP’s associates. 

 The names of any third parties in which the FSP holds an ownership interest. 

 The names of any third parties that holds an ownership interest in the FSP. 

 The nature and extent of the ownership interest. 19 
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(I) Other requirements regarding the conflict of interest management policy 

The conflict of management policy must be in an easily comprehensible form and manner.  

The conflict of management policy must be adopted by a sole proprietor FSP, the Board of Directors of 
an FSP where the FSP is a company or close corporation, and, where not an incorporated entity, the 
governing body of the FSP  

The FSP must ensure that its employees, representatives and (where appropriate) its associates are 
aware of the contents of its conflict of interest management policy and provide for training and 
educational material in this regard.  

The FSP must publish its conflict of interest management policy in appropriate media and ensure that it 
is easily accessible for public inspection at all reasonable times.  

An FSP must continuously monitor compliance with its conflict of interest management policy and 
annually conduct a review of the policy. 20  

An FSP or representative may not avoid, limit or circumvent or attempt to avoid, limit or circumvent 
compliance with these stipulations through an associate or an arrangement involving an associate. 21 

(II) Reporting obligations in terms of conflict of interest management policy 

A compliance officer must include a report on the FSP’s conflict of interest management policy in 
compliance reports submitted to the Commissioner. The report must report at least on the 
implementation, monitoring and compliance with, and the accessibility of the conflict of interest 
management policy.22 

2.8 Custody of financial products and funds 

The General Code of Conduct stipulates the procedures to be followed by an FSP when receiving funds, 
financial products or premiums from clients.  These provisions are subject to any other legislation which 
may be more prescriptive regarding the custody of financial products and funds23. 
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 Custody of Funds 

The General Code of Conducts provides for the following requirements, regarding client’s funds received:  

 An FSP who receives funds into safe custody without the mediation of a bank, must issue a 
written receipt immediately.24  

 The FSP must open and maintain a separate bank account, designated for client funds and must 
deposit funds received on behalf of clients within one business day into such an account.25  

 The bank account is exclusively for client’s funds and may not contain funds of the FSP.26  

 The FSP is liable for bank charges except those charges directly relating to a client’s deposit or 
withdrawal.27  

 Interest accruing in the separate bank account is payable to the client or the owner of the funds.28  
 
 

The provisions are not applicable to short-term insurers if the comply with the requirements stipulated 
in section 45 of the Short-term Insurance Act, 1998. 29 

In addition, the, FSP, must also adhere to the following: 

 The client must readily have access to such funds subject to the deduction of fees and charges 
allowed by law and subject to any applicable contractual or statutory provisions.30 

 The FSP must ensure that funds held by it or by a third party on its behalf are adequately 
safeguarded. 31 

 The FSP must take steps to ensure that funds are dealt with strictly in accordance with the 
mandate. 32 

 The FSP must take reasonable steps to ensure that client’s funds are readily discernible from the 
FSP’s funds. 33 

 

 Documents of title 

When documents of title are lodged with an FSP on behalf of a client, written confirmation of receipt 
identifying the documents must be issued immediately.34  

The FSP must ensure that documents of title held by it or by a third party on its behalf are adequately 
safeguarded. 35  The documents of title must be readily discernible from the assets of the FSP.36 

 Original agreement 

The FSP must ensure that any transaction or agreement that has been recorded in writing is delivered to 
the client for safe custody.37 
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2.9 Statement of accounts 

An FSP must provide the client with a statement of account relating to any financial service rendered to 
the client on request38 or at least annually. The statement must provide brief current details of the 
following: 

 Any ongoing monetary obligations of the client in respect of such product. 

 The main benefits provided by the product. 

 Where any product was marketed as an investment or having an investment component, the 
value of the investment and the amount accessible to the client. 

 Any ongoing incentives, remuneration, commission, fee or brokerage payable to the FSP in 
respect of such products. 

 

The FSP does not need to submit a statement if the client is aware or should be reasonable aware that 
the FSP concerned no longer render ongoing financial service in respect of the client or the product.39 

2.10 Remuneration Disclosures 

If the FSP and the relevant product supplier is not the same entity, a representative must disclose the 
nature, extent and frequency of the following: 

 All applicable remuneration or considerations.  

 All applicable commissions, fees or brokerages. 

 All bonuses or incentives received. 
 

The identity of the product supplier or any other person that provides this must also be disclosed. Where 
the maximum amount is prescribed by law, the FSP may choose to disclose the actual amount or the 
prescribed maximum amount. 

Remuneration need not to be disclosed by the representative of an entity if the same legal entity is a 
product supplier and an FSP.  

2.11 General Disclosures: Face to Face Representatives  

Disclosures is an essential part of ethical conduct in the financial services sector as disclosures assist 
clients to make informed decision. 

FSPs and product suppliers make certain disclosures, as discussed in the subsections following. 40 
Disclosure may be made orally but must be confirmed in writing within 30 days of rendering of the 
financial services. 
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 Information regarding Financial Services Provider 

An FSP (other than a direct marketer) must as soon as possible provide the client with the information 
regarding the FSP outlined in the table following. 

Table 2.1: Information regarding FSP to be disclosed 

Contact details Contractual agreements Other disclosures 

 Full business and trade names 

 Registration number if any 

 Postal and physical address 

 Telephone number and cell 
phone number if applicable 

 Internet and e-mail addresses 

 The names and contact details 
of appropriate contact person 
or offices 

 Contact details of the 
compliance department 

 Arrangements with product 
suppliers 

 Status of agreements with 
product suppliers 

 Details of the legal and 
contractual status of the FSP 
regarding the product 
supplier clarifying which 
entity accepts responsibility 
for the actions of the FSP or 
representative and the extent 
to which the client will have 
to accept such responsibility 

 Financial services and 
products which the FSP is 
authorised to provide in terms 
of its license 

 Any condition, restriction or 
exemptions applicable to the 
license 

 If the FSP or representative 
holds or do not holds 
guarantees, professional 
indemnity or fidelity 
insurance 

 

 Information regarding the product suppliers 

An FSP (other than a direct marketer) must as soon as possible provide the client with the information 
regarding the product supplier outlined in the table following. 
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Table 2.2: Information regarding product supplier to be disclosed 

Contact details Contractual agreements Other disclosures 

 Name of product supplier 

 Place of product supplier 

 Postal address 

 Telephonic contact details 

 Contact details of the 
complaints or compliance 
department 

 The existence of any 
conditions or restriction 
imposed by the product 
supplier regarding the types 
of financial products or 
services that may be provided 
by the FSP 

 The contractual relationship 
with the product supplier (if 
any) 

 If there are contractual 
relationships with other 
product suppliers as well 

 If FSP directly or indirectly 
holds more than 10% of the 
product supplier’s shares, or 
has any equivalent substantial 
interest in the product 
supplier 

 If FSP received more than 30% 
of total remuneration, 
including commission, from 
the product supplier during 
the last 12 months 

  

The FSP must convey any changes thereafter regarding such information at the earliest opportunity to 
the client.41 

A product supplier which is an FSP and which has entered into an intermediary contract with another 
FSP (not a representative) for purpose of rendering a financial service, must provide the other FSP with 
sufficient particulars to enable the FSP to comply with the disclosure requirements of the General Code 
of Conduct relating to the furnishing of details of the product supplier and product in question.42 

 Information regarding the financial service/product 

An FSP, other than a direct marketer, must provide a client with the information regarding the financial 
service/product outlined in the table following. 
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Table 2.3: Disclosure regarding the product/service to be disclosed 

General information Terms and conditions Monetary concerns 

 A reasonable and appropriate 
general explanation of the 
nature and material terms of 
the transaction and such 
other information that will 
enable the client to make an 
informed decision 

 Full and frank disclosure of 
any info that would 
reasonable be expected to 
enable the client to make an 
informed decision 

 Any material contractual 
information and illustrations, 
the possession of the FSP, 
when reasonable and 
appropriate i.e. any info 
provided by the product 
supplier 

 

 

 

 

 

 

 

 

 Name, class or type of 
financial product 

 The nature and extent of 
benefits to be provided 

 The way benefits are derived 
or calculated  

 The way which benefits will 
accrue or be paid 

 Special terms or conditions 
 Exclusions of liability 
 Waiting periods 
 Loadings and penalties 
 Excesses 
 Restriction or circumstances 

in which benefits will not be 
provided 

 Any guaranteed minimum 
benefits or other guarantees. 

 To what extent the product is 
readily realisable, or the funds 
concerned are accessible 

 Any restrictions on or 
penalties for early 
termination of the product or 
other consequences of such 
termination or withdrawal (if 
any) 

 Material tax considerations 
 Whether cooling-off rights are 

offered and, if so, procedures 
for the exercise of such rights 

 Any material investment or 
other risks associated with the 
product including any risk of 
loss of any capital amount 
invested due to market 
fluctuations 

  The nature and extent of 
monetary obligations 
assumed by the client in 
favour of the product supplier 
and product supplier 
respectively 

 The manner of payment of 
these monetary obligations 

 The consequences of non-
compliance with these 
payment obligations 

 The applicable remuneration 
disclosures 

 In the case of an insurance 
product, the amount of the 
increased premium, if any, for 
the first five years and 
thereafter on a five-year basis 
but not exceeding 20 years 
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(I) Additional disclosures for investment products 

The following disclosures should be made in addition to the general disclosures where the financial 
product is an investment or have an investment component: 

 The way the value of the investment is determined, including concise details of any underlying 
assets or other financial instruments. 

 In a separate disclosure (not a mere disclosure of all-inclusive fees) disclose the following 
regarding charges and fees: 

 The amount and frequency thereof. 

 The identity of the recipient. 

 The services or other purpose for which each fee or charge is levied. 

 Where any charges are to be levied in respect of investment performance, details of the 
frequency, performance measurement period (including any part of the period prior to 
the client’s particular investment) and performance benchmarks or other criteria 
applicable to such charges or fees. 

 Where the specific structure of the product entails other underlying financial products, 
such details as will enable the client to determine the net investment amount ultimately 
invested for the benefit of the client. 

 Any rebate arrangements must be disclosed and thereafter on a regular basis, (but not 
less frequently than annually).  

 Any platform fee arrangements, which may be disclosed by informing the client that a 
platform fee of up to a stated percentage may be paid by the product supplier to the 
administrative FSP concerned, rather than disclosing the actual monetary amount.  

 

The FSP must also provide information on request regarding to the past investment performance of the 
product over periods and at intervals which are reasonable regarding the type of product involved, 
including a warning that past performances are not necessarily indicative of future performances. 
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2.12 Transactional disclosures 

The representative must inform the client of the following regarding the completion or submission of 
any transaction requirement by a client: 

 A statement that all material facts must be accurately and properly disclosed, and that the 
accuracy and completeness of all answers, statements or other information provided by or on 
behalf of the client, are the client’s own responsibility. 

 A statement that if the FSP completes or submits any transaction requirement on behalf of the 
client, the client should be satisfied as to the accuracy and completeness of the details. 

 A statement of the possible consequences of the misrepresentation or non-disclosure of material 
facts or the inclusion of incorrect information. 

 The client’s right to be supplied, on request, with a copy or written or printed record of any 
transaction requirement within a reasonable time.43 

2.13 Disclosures for direct marketers 

A direct marketer must furnish a client with the following particulars when rendering a financial service 
to a client: 

 The business or trade name of the marketer. 

 The telephone number of the direct marketer (unless the contact was initiated by the client). 

 The telephone number of the compliance department. 

 Whether the direct marketer is a licensed FSP and for which products. 

 If any restrictions are applicable to the license under which the FSP provides the service. 

 Whether the direct marketer holds professional indemnity and/or fidelity insurance. 
 

If the direct marketer is a representative, the above information must be provided regarding the FSP to 
which the representative is authorised by.44 

A direct marketer advising a client must as soon as possible enquire to establish whether the financial 
product will be appropriate in the light of the client's risk profile, financial needs and circumstances and 
furnish the client with the following: 

 Business name or trade name of the product supplier. 

 Legal status and relationship with product supplier. 

 Name, class or type of financial product. 
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  Nature and extent of benefits of a financial product and the way benefits are calculated or 
derived, with reference to underlying assets of any investment component and how the value 
thereof is determined. 

 Monetary obligations of the client and manner of payment.  

 Whether cooling off rights are offered and if so, procedures for the exercise of such rights. 

 Any material investment and other risks associated with the product. 
 

The direct marketer must also take reasonable steps to establish whether a financial product is wholly 
or partially a replacement for an existing financial product of the client, and if it is such a replacement, 
inform the client of actual and potential financial implications, costs and consequences before any 
transaction is concluded.45 

 

A direct marketer must provide a client with the following information prior to or with conclusion of a 
contract. Where the information was provided orally, it must be confirmed in writing within 30 days 
thereafter: 

 Telephone number of compliance department of product supplier. 

 To what extent the product is readily realisable or the funds accessible. 

 Way benefits will be paid. 

 Restrictions on or penalties for early termination or withdrawal from the product, or other effects 
of such termination or withdrawal. 

 Charges and fees to be levied against the product including the amount and frequency thereof. 

 The net amount to be invested if the product has an investment component. 

 Commission, consideration, fees, charges or brokerages payable to the direct marketer by the 
client, the product supplier or any other person. 

 On request, past performance of the product over periods and at intervals that are reasonable 
regarding the product concerned. 

 Consequences of non-compliance with monetary obligations assumed by the client. 

 Anticipated or contractual escalations, increases and additions. 

 In the case of an insurance product in respect of which provision is made for premium increases, 
abbreviated disclosures of contractual increases. 

 Concise details of special terms and conditions, exclusions, waiting periods, loadings, penalties, 
excesses, restrictions or circumstances under which benefits will not be provided. 

 Guaranteed minimum benefits or other guarantees.  

 That recordings of telephone discussions will be made available to the client on request.46 
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A direct marketer is obliged to record all telephone conversations with clients during direct marketing 
and must have appropriate procedures and systems in place to store and retrieve such recordings.  

Records of advice furnished to a client telephonically need not be reduced to writing but a copy of the 
relevant voice logged records must be provided, on request, to the client or Commissioner within a 
reasonable time.47 

A direct marketer must provide a client with a written record of advice where appropriate. 48 

2.14 Disclosure requirements for replacement products 

Where the financial product is to replace an existing financial product wholly or partially held by the 
client, the representative must fully disclose to the client the actual and potential consequences of such 
a replacement including where applicable the following: 

 Fees and charges in respect of the replacement product. 

 Special terms and conditions, exclusions of liability, waiting periods, loadings, penalties, excesses, 
restrictions or circumstances in which benefits will not be provided, which may be applicable to 
the replacement product. 

 In the case of an insurance product, the impact of age and health changes on the premium 
payable. 

 Differences between tax implications of the replacement product. 

 Material differences between the investment risk of the replacement product and the terminated 
product. 

 Penalties or unrecovered expenses deductible or payable due to termination of the terminated 
product. 

 To what extent the replacement product is readily realisable or the relevant funds accessible, 
compared to the terminated product. 

 Vested rights, minimum guaranteed benefits or other guarantees or benefits that will be lost 
because of the replacement. 

 Any incentive, remuneration, consideration, commission, fee or brokerage received, directly or 
indirectly, by the FSP on the terminated product or payable, directly or indirectly, to the FSP on 
the replacement product where the FSP rendered financial services on both the terminated and 
replacement product.49 

 The reasons why the replacement product considered is a more suitable to the client’s needs 
than retaining or modifying the existing product.50 
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2.15 Confidentiality of client information 

An FSP may not disclose a client’s confidential information unless- 

 The client has given written permission. 

 Disclosure is required in public interest.  

 Disclosure is required in terms of the law.51 

2.16 Contract and instructions 

Financial services must be rendered in terms of the contract and instructions must be executed as soon 
as is reasonably possible.  

When providing the financial service, clients’ interests must enjoy priority over the FSP’s interests.52  

Transactions of a client must be accurately accounted for. 53  

The FSP or representative may not deal in any financial product for his own benefit based on advance 
knowledge of pending transactions on behalf or with clients or on any non-public price-sensitive 
information.54 

2.17 Prohibition on signing of blank forms 

No FSP may during the rendering of a financial service request any client to sign any written or printed 
form or document unless all details required to be inserted thereon by the client or on behalf of the 
client have already been inserted.55  

2.18 Risk management 

The Code of Conduct stipulates that an FSP must always have the necessary resources, procedures and 
technological systems (that can be reasonable expected) to eliminate as far as possible the risk of 
financial loss to clients, product suppliers and other FSPs or representatives through theft, fraud, other 
dishonest acts, poor administration, negligence, professional misconduct or culpable omissions.56  

This implies that the FSP must have proper risk management procedures in place as well as the necessary 
insurance to protect clients.  
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 Risk management procedures 

The FSP must develop a risk management policy. The objective of the risk management policy is to ensure 
that an FSP, other than a representative, structures the internal control procedures as to provide 
reasonable assurance that- 

 The business can be carried on in an orderly and efficient manner.  

 The financial and other information is reliable.  

 Relevant laws are complied with.57 

 Insurance 

An FSP must maintain suitable guarantees or professional indemnity or fidelity guarantee insurance if 
and to the extent required by the Commissioner.58 

Fidelity insurance pay for losses suffered by a client caused by employee or representative’s acts such as 
embezzlement, fraud etc. Personal indemnity is taken out to protect the FSP from any losses or damages 
suffered by a client as result of a professional act of the FSP, representatives or its employees, for 
example where a representative did not make appropriate disclosures. Guarantees provide for a 3rd party 
to accept responsibility for an obligation if the FSP cannot meet the responsibility.  

The table following summarises the level of cover applicable to all categories of FSPs. 

Table 2.4: Guarantees and insurance cover applicable to all categories of FSPs 

 
Minimum 
suitable 

guarantees 

Prescribed type of cover and 
minimum amount 

Category I and IVFSP that does not receive or 
hold client’s assets R1 million or  

Professional indemnity cover for a minimum 
of R1 million 

Category I and IVFSP that does receive or hold 
client’s assets 

R1 million or  Professional indemnity and fidelity cover for 
a minimum of R1 million respectively 

Category II FSP that does not receive or hold 
client’s assets 

R1 million or  Professional indemnity cover for a minimum 
of R1 million 

Category II FSP that receives funds or securities 
on behalf of clients R5 million or  

Professional indemnity and fidelity cover for 
a minimum of R5 million respectively 

Category IIA FSP that does not receive or hold 
client’s assets R5 million or  

Professional indemnity cover for a minimum 
of R5 million 

Category IIA FSP that receives funds or 
securities on behalf of clients R5 million or  

Professional indemnity and fidelity cover for 
a minimum of R5 million respectively 

Category III that receives funds or securities on 
behalf of clients R5 million or  

Professional indemnity and fidelity cover for 
a minimum of R5 million respectively 

(Board Notice 123 of 2009. Notice on Requirements for Professional Indemnity and Fidelity Insurance Cover for Providers, 2009) 
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2.19  Termination of agreement or business 

Subject to the contractual obligations, an FSP must give immediate effect to a request of a client to 
voluntarily terminate an agreement relating to a financial product or advice.  

Where the client makes the request to terminate on the advice of the FSP, the FSP must take reasonable 
steps to ensure that the client understands all the implications of the termination.59 

If an FSP (other than a representative) ceases to operate, it must immediately notify all affected clients 
and take, where reasonably necessary or appropriate in consultation with the clients and product 
suppliers, reasonable steps to ensure that outstanding business is completed promptly or transferred to 
another FSP.60 

If a representative ceases to operate as a representative of an FSP, the FSP must immediately take, where 
reasonably necessary or appropriate in consultation with the clients and product suppliers, reasonable 
steps to ensure that outstanding business is completed or transferred to another the FSP or another 
representative of the FSP. 61 

2.20 Advertising  

The following provisions are applicable to advertisements by FSPs: 

 Advertisements may not contain any statements, promises or forecasts that is fraudulent, untrue 
or misleading. 

  Performance data (if included in the advertisement), including awards and rankings must include 
references as to their source and date.  

 Illustrations, forecasts or hypothetical data used in an advertisement must disclose the basic 
assumptions on which they are based and must have a reasonable prospect of being met under 
current circumstances. It should be made clear that they do not imply a guarantee but are 
provided for illustrative purposes only. Any dependence on the performance of underlying assets 
or other variable market factors, must be stated clearly.  

 A warning statement regarding the risks involved in buying and selling a financial product must 
be prominently displayed.  

 If information regarding past performances is provided, a warning must be included that past 
performances are not necessarily indicative of future performance.  

 Investments that are not guaranteed must contain a warning that they are not guaranteed.62 
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 Direct marketing advertising 

The following provisions are applicable to direct marketing advertisements by FSPs: 

 Where an FSP advertises a financial service by telephone, an electronic, voice logged record of 
all communications must be maintained. Where no financial service is rendered because of the 
advertisement, such record need not be maintained for a period exceeding 45 days. 63 

 Where an FSP advertises a financial service by telephone a copy of all such records must be 
provided on request by the client or the Commissioner within 7 days of the request.  

 Where an FSP advertises a financial service by telephone, only basic information such as the 
business name, telephone number and address of the product supplier or FSP and their 
compliance departments must be provided. However, if a transaction is concluded, full details 
about the product supplier or FSP must be provided in writing within 30 days after the 
interaction.64 

 Radio advertisements need only provide the business name of the FSP. 65 
 

2.21 Complaints handling by FSP 

The FSP must maintain an internal complaints resolution system based on a comprehensive complaints 
policy. The internal complaints resolution system and procedures of the FSP must be designed to ensure 
the existence and maintenance of the following: 

 Availability of adequate manpower and other resources. 

 Adequate training of all relevant staff. 

 Ensuring that responsibilities and mandates are delegated to facilitate complaints resolution of a 
routine nature. 

 Ensuring that there is provision for the escalation of non-routine serious complaints and the 
handling thereof by staff with adequate expertise. 

 Internal follow-ups to avoid occurrences giving rise to complaints or improve services.66 

The complaints policy, including any updates or upgrades, must be in writing. Clients must have access 
to the complaints policy at every branch or electronically and clients must be made aware of the 
procedures by public press, electronic announcements or client communications.  

The complaints policy must contain the duties of the FSP and the rights of the client. A clear summary of 
the FAIS Act pertaining to the pursuance of a claim through the Ombud after dismissal of a claim by the 
FSP must also be included as well as the contact details of the Ombud.67 
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The internal complaints resolution system and procedures must stipulate the following: 

 Complaints should, if possible be in writing and copies of relevant documentation should be 
attached thereto.68 

 Complaints must be properly recorded by the relevant staff.69  

 Record of complaint must be maintained for a minimum period of 5 years from date of complaint. 

 After receiving and recording the complaint, the complaint must as soon as possible be forwarded 
to the relevant staff appointed to consider its resolution. 

 The FSP must provide acknowledgement of receipt of complaints in writing. Such 
acknowledgement must include the details of staff dealing with complaints.70 Such 
acknowledgement should be issued within 3 weeks of receiving the complaint. 

 The complaint must receive proper consideration and appropriate management controls must 
be available to ensure that the consideration process is effectively controlled. 

 The client must be informed of the results of the consideration within 6 weeks of making the 
complaint.71 

 Where the outcome is not favourable to the client, full reasons must be provided, and the client 
advised that the complaint may be pursued through the Ombud within six months and the 
Ombud's details must be provided.72 

 

 Where a complaint is resolved in favour of a client, redress should be offered to the client without 
delay.73 

 

Figure 2-2: Outline of complaints process 
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2.22 Waiver of rights 

No FSP may request a client to waive any right or benefit described to a client under the General Code 
of Conduct. Any such waiver is considered null and void.74 

2.23 Prohibition on sign-on bonus 

A Category I provider that gives advice is not allowed to receive a sign-on bonus from any person.  

No person may offer or provide a sign-on bonus to any person, other than a new entrant, as an incentive 
to become a Category I provider that gives advice. A sign on bonus is any financial interest received as 
an incentive to become a provider. 
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