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Subject: | Policyholder Protection Rules, 2004, issued under section 62 of that Act — Assistance
business group schemes

2.1

2.2

2.3

QW

PURPOSE

The purpose of this Directive is to,-under i (4) of the Long-term Insurance
Act No. 52 of 1998 (“the Act”), pro i the interpretation of the Act and
Part VII of the Policyholder Pro ules, 2004, issued under section 62 of the
Act (“the PPRSs”), ther Suri he_consistent and uniform application thereof

by long-term insurers,

) this Directive to the attention of any administrators
conduct business or will conduct business.

uses on certain sections of the Act addressing assistance
and Part VIl of the PPRs. The Directive does not address general

ities Of insurers, administrators and schemes under the Act (including
the PPRs and any subordinate legislation, enactment or measure made under the
Act). These responsibilities must be complied with despite the fact that these are
not specifically dealt with in this Directive.
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

3.1

3.2

4.1

4.2

What is an “assistance busi

4.4

BACKGROUND

From the significant number of complaints relating to assistance business group
schemes received by the Registrar of Long-term Insurance, it is appa

the Act and Part VII of the PPRs are not consistently and uniformly i
applied in the long-term insurance industry; and

certain insurers, administrators and schemes are not complyji
Part VIl of the PPRs.

THE LEGISLATIVE FRAMEWORK"

pnes, and that what
constitute compliance therewith is clearly under Il and the related

sections of the Act are summarised and explained

—executed and enforced in
d practices in the interest of the

includes assistance policies) are
accordance with sound insurance
protection of policyholders.

Section 1 of the Act defines an “assistance policy” as a life policy in respect of
which the aggregate of —

Any word or expression referred to in this Directive to which a meaning has been assigned in the Act has
that meaning.
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

4.4.1 the value of the policy benefits, other than an annuity, to be provided (not
taking into account any bonuses to be determined in the discretion of the
insurer); and

does not exceed R10 000, or another maximum amount pres
Minister?; and includes a reinsurance policy in respect of such a p6

45 PPR 8.1 also defines a “group” as two or more people wha

46 This means that —

4.6.1 an assistance business group scheme
underwritten on a group basis;

46.2

4.6.3 the member / policyholder

surance is between the member /

4.7 ple ice is unlawful: The issuing of an assistance

administrator” as a person who, amongst others, is a
provider or representative as contemplated in the FAIS Act
4.12 to 4.17 below); and

How must policy benefits be provided?

2 The Minister of Finance, acting under section 1(1) of the Act, determined the maximum amount

contemplated in that definition as R 18 000 with effect from 1 April 2008 in Government Gazette 30987,
Government Notice 459 of 25 April 2008.
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

4.8 Section 53 of the Act provides that a policy benefit under an assistance policy that
is expressed otherwise than as a sum of money must be provided as a sum of
money if the policyholder so demands, in which case the sum of money must be
equal in value to the cost the long-term insurer would have incurred had_the policy
benefit been provided otherwise than as a sum of money.

4.9 The value of the policy benefits, other than an annuity, to be proyvided

amount of the premium in return for which an annuity is to be p
exceed R18 000°.

business group scheme or an administrator if the
agreement4 with such a scheme or administrat

4.11 This means that —

What is an administrato
administrator?

as a person who has a written mandate from an
ork in respect of a specific assistance business group
a financial services provider or a representative as

inistrative work” as work in connection with the handling of
administrative records, the receipt of premiums and

See footnote 2.
This agreement is separate and in addition to the policy.
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

4.14.1 an administrator must have a written mandate from an insurer to do
administrative work in respect of a specific assistance business group
scheme;

4.14.2 an administrator must be licensed as a financial services “provider or a

415 If an insurer enters into an agreement with an administrato
separate from an assistance business group scheme, the ad
a written mandate from the insurer in addition to
contemplated in PPR 9 and, as stated in paragraph 4.

see paragraph 4.7 above).

4.16 If an insurer enters into an agreement with a sc

be charged by the insurer inclusive of commission
Isurer to an intermediary5 involved;

s are to be received by any person other than the insurer, the
t must contain at least the following:

the period within which such premiums will be paid over to the insurer;

Commission is inclusive of any amount paid to the administrator for administrative work.
Such fees must be reasonable and commensurate with actual services provided and not result in any
service in respect of which commission or a binder fee is payable being remunerated again.

6
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

4.19

= that the insurer has the authority to at any time audit the books of the
person receiving the premium; and

- that the premium moneys so received be handled as trust money’;

4.18.4 the scheme or administrator must provide the insurer with
following details:

= the names of policyholders and beneficiaries; and
= the identity numbers of policyholders.
If the scheme or administrator has the authority to pay clair

of the scheme’s or administrator’'s powers to do so
which it may be done.

When can an agreement between an insurer ana assista business group

scheme or an administrator be cancelled?

4.21

4.20.1 the new insurer who takes o
(“new insurer”) has issued a

istance business group scheme
firmation to the previous insurer

scheme; or
4.20.2 ifthe old ins

PPR 13 provide
assistance husi
policies to a
the new insure
confirmation b

e or administrator that it so wishes to move
surer must provide the following information to
possible but not longer than 30 days after receipt of the
administrator:

laims history of the scheme (for the past three years if available);

4.21.5 a copy of the master policy;

7

This means that the premiums must be paid into a separate bank account.
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

4.21.6 other information required by the new insurer.

4.22 In addition to PPR 11 read with PPR 13, PPR 15 provides that the cancellation of
an agreement will only be effective if -

4.22.1 the Registrar of Long-term Insurance has beforehand been in
cancellation; and
notified of such cancellation.

4.23 PPR 11 provides that the cancellation of an agreement i
comply with PPR 11 (read with PPRs 13 and 15) is void,

4.24 This means that —
4.24.1 the old insurer will remain on risk for a wefits that are payable
under the policies, if the agreement ig n minated 'in accordance with

PPR 11 read with PPRs 13 and 15;

4.24.2

4.25 PPR 12 provides tha
scheme may not —

are void. PPR 12 provides that terms and conditions may
d by the new insurer with the consent of each individual
426 P srovides that a new insurer must within 30 days after the inception of the
or other.requirements binding on the insurer by virtue of the Act, the PPRs, the

FAIS Act orany other law. An example of such disclosure requirements is found in
section 48 of the Act.

5. PRACTICES TO DESIST FROM AND ACTIONS TO BE TAKEN
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules

5.1 Insurers, administrators and schemes are directed to immediately comply with Part
VIl of the PPRs by desisting from certain practices and / or taking certain actions
not informed by this Directive.

5.2  An insurer, administrator or scheme that is unable to immediately con
Directive must, —

5.2.1 within 30 days from the effective date of this Directive, in
accordingly; and

522

5.3

5.4 The notifications and action plan referred to in p

6. NON-COMPLIANCE

Enforcement Committee

6.1

6.2

AVAILABIMTY AND INFORMATION SHARING

This Directive is available on the website (www.fsb.co.za) of the Financial Services
Board.
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Directive 155.A.i (LT) — Compliance with Part VIl of the Long-term Policyholder Protection Rules
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