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1. INTRODUCTION TO CONFLICT OF INTEREST
In light of the recent Conflicts of Interest regulations, a review of all current controls and procedures in terms of managing
conflicts of interest is necessary.
The amendment to the General Code of Conduct for Financial Services Providers and Representatives sets out
provisions regarding the treatment of Conflicts of Interest.
The general principles of the new regulations provide as follows:
•

Financial Services Providers (FSP’s) must avoid, and where this is not possible, mitigate conflicts of interest.

•

All actual or potential conflicts of interest in respect of a client must be disclosed to that client in writing and
must include: the disclosure of all ownership or financial interests (excluding immaterial financial interests) that
the FSP or representative has or is eligible for, and the nature of any relationship or arrangement with a third
party that gives rise to a conflict of interest

2. DEFINITIONS

“PCH”
“PCP”
“PCWM”

Private Client Holdings (Pty) Ltd reg no: 1997/010509/07
Private Client Portfolios (Pty) Ltd reg no: 1971/010221/07
Private Client Wealth Management (Pty) Ltd, reg no 1997/012036/07
(hereinafter referred to as PCH)

“FSP”

Financial Services Provider authorised in terms of the Financial Services and
Intermediary Act 2002

“C.O.I”

Conflict of Interest

“KI”

A Key individual

“Responsible Person”

A Key individual, representative or employee of the FSP

“Financial Interest”

Any cash, cash equivalent, voucher, gift, service, advantage, benefit, discount,
domestic or foreign travel, hospitality, accommodation, sponsorship, other
incentive or valuable consideration

“Ownership Interest”

Any equity or ownership interest, for which fair value was paid by the owner, other
than equity or an ownership interest held as an approved nominee on behalf of
another person; and includes any dividend, profit share or similar benefit derived
from that equity or ownership interest

“Immaterial Financial Interest”

Means any financial interest with a determinable monetary value, the aggregate of
which does not exceed R1 000 in any calendar year from the same third party in
that calendar year received by –
a provider who is a sole proprietor; or
a representative for that representative’s direct benefit;
a provider, who for its benefit or that of some or all of its representatives,
aggregates the immaterial financial interest paid to its representatives…”
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3. CONFLICTS OF INTEREST MANAGEMENT POLICY FRAMEWORK-CONTROLS & PROCEDURES
CONFLICTS OF INTEREST - FSP PROCEDURES / STEPS TO TAKE
IDENTIFY CONFLICT OF INTEREST

ESCALATE TO APPOINTED CONFLICTS OFFICER FOR ASSESSMENT *2

LOG IN MASTER CONFLICTS REGISTER BY INTERNAL COMPLIANCE OFFICER *1

SENIOR MANAGEMENT / CONFLICTS OFFICER TO ASSESS CONFLICT FOR MATERIALITY (FINANCIAL
INTEREST) *3

DECISION MADE AS TO MATERIALITY

PROCEED

DISCLOSURE REQUIRED

AVOID

LOG REASON FOR AVOIDING CONFLICT IN REGISTER

LOG REASON FOR ACCEPTANCE IN THE MASTER CONFLICTS REGISTER

MONITOR FOR COMPLIANCE (ongoing)
Guide

*1. Log the date and contents of the C.O.I (real, existing or potential)
*2. Can be communicated via email but must be in writing to the “conflicts officer”. All correspondence relating
to conflict to be placed in a company conflicts file
*3. Conflicts officer to liaise with the compliance function to evaluate the conflict and to decide which
mechanism to be used to manage conflict (control, avoid or disclose)

If the conflict can be resolved immediately, take the necessary action and advise compliance thereof. The on-going
status of the conflict is to be recorded in the register. If the conflict requires further clarity and investigation by any other
party, insert comments as appropriate in the appropriate register.
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4. NOTES TO PROCEDURES
1. Assign a senior member of staff (To be internally known as the Conflicts Officer) with primary responsibility for
identifying, recording and managing conflicts of interest. If an external compliance officer is appointed, it may be that
the FSP will appoint an internal conflicts officer who will liaise with the compliance function directly to effectively
manage conflict situations.
2. The “Conflicts Officer” will advise all relevant staff of:
• The definition of ‘conflict of interest’;
• The main features; and
• Examples or possible conflicts of interest that may emerge
3. At the same time the Conflicts Officer will co-ordinate a questionnaire (annual) of directors and relevant staff, requiring
them to assess all aspects of their responsibilities and their business relationships, with a view to identifying actual or
potential conflicts (and circumstances that might be perceived as conflicts). Directors, managers and internal legal and
compliance officers should attempt to identify conflicts across the business, while other staff will focus on their
individual circumstances.
Even when individuals completing the questionnaire are confident that objective financial advice will be provided, in
spite of a potential conflict, they should report the conflict: clients and regulators may not easily be persuaded that
advice was objective.
4. The “Conflicts Officer” together with compliance will assess the seriousness of identified possible conflicts, and will
determine (in consultation with senior management) how the conflict should be managed. Typically, this can involve:
4.1 If current disclosures constitute adequate management
4.2 What further disclosures would constitute adequate management?
4.3 Whether or not disclosure alone can adequately manage the conflict. Where it cannot, all stakeholders can decide
how the conflict should be avoided, or whether the conflict should be referred for prompt board consideration.
5. The Conflicts Officer will keep adequate records of the controls management process, from identification through to
effective resolution of the conflict.
6. The Compliance Officer can prepare a report on the management of conflicts of interest, for the Board to consider at
intervals appropriate to the business.
7. Conflicts of interest will become a standing agenda item for Board meetings.
8. Procedures can be drafted and adopted by the Board to form part of the compliance documentation, addressing the
above steps and responsibilities.
9. The C.O.I procedures and their efficacy in operation will be reviewed by senior management of the FSP in conjunction
with compliance.
ROLE OF COMPLIANCE
Compli-Serve, as compliance officers of the FSP, is in a position to assist the FSP in facilitating the handling of any
identified conflict relating to the FSP. This may involve assessing and evaluating the conflict with the FSP, decide upon,
and implement, an appropriate response to the conflict.
Compli-Serve to ensure conflict-monitoring procedures are in place to ensure that any non-compliance with the FSP’s
conflicts management arrangements are identified and appropriately acted on.
As part of the conflict arrangements Compli-Serve will include measures such as meeting with affected staff as
appropriate, conduct periodic reviews of the business operation and conduct periodic reviews of client files and other
appropriate documentation. Compli-Serve will monitor all conflicts documentation as part of its wider scale monitoring
programme with the FSP.
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ROLE OF ALL EMPLOYEES IN FSP
All employees of the FSP are obliged to report actual, perceived or potential conflicts of interest-see procedures above to
senior management. The failure of employees to notify management to the potential conflict of interest may result in
disciplinary action being taken against the affected individual/s.
ROLE OF ALL SENIOR MANAGEMENT
Those individuals responsible for the internal oversight function have responsibilities to implement appropriate processes
and procedures for the effective risk management of conflicts of interest and other risks arising within their organizations.
It is the responsibility of senior management to implement conflicts management policies, procedures and controls to
manage conflicts effectively. There is no ‘one size fits all’ that can effectively address the full range of conflicts of interest
that arise in the business of the FSP.
5. DISCLOSURE OF AFFILIATIONS-DISCLOSURE OF INTERESTS AND CONTROL MEASURES
In order to ensure proper corporate governance, and the accountability and transparency of our organisation, relevant
persons are required to declare any private interests that might affect the carrying out of their duties. They are also
required to take steps to resolve any conflicts that arise in a way that protects the public interest. To fulfil this
requirement, any relevant interests must be declared on the Register of interests. These are personal or business
interests that might influence their judgement, deliberation or action as employees of the financial services provider, or
which might be perceived by a reasonable member of the public as doing so.
6. CONFLICTS OF INTEREST CONTROL MEASURES
DECLARATION OF INTERESTS
•

The disclosure of interests to be completed by the FSP (as the entity), key individuals in the financial services
business and the members of the management board.

•

In order to ensure proper governance, and the accountability and transparency of the FSP, relevant persons are
required to declare any private interests that might affect the carrying out of their duties. The key persons will
also be required to take steps to resolve any conflicts that arise in a way that protects the clients of the FSP. To
fulfil these duties, any relevant interests must be declared on the Register of Interests

•

The defining purpose of this disclosure is to be able to provide information to clients about the relevant interests
of the FSP and the key individuals. These are personal or business interests that might influence their
judgement, deliberation or action, or which might be perceived by a ‘client’ as doing so.

•

Relevant parties must consider whether they need to disclose personal involvement with persons or
organisations which clients might reasonably think could influence their judgement.

•

Any interest which comes to light should be declared prior to discussion at a Management Board meeting. It
should take place irrespective of whether the interest has already been recorded in the register.

•

Where there is uncertainty about whether a particular interest should be declared, advice should be sought from
the compliance officer of the FSP.

•

The interest disclosure should be intended as a record available to clients on request. All material conflicts of
interest should however be disclosed to affected clients. An appropriate mechanism would be to disclose such
conflicts in the initial disclosure documentation of the FSP, or other suitable means.

•

It is each person’s responsibility to inform the internal person responsible for conflicts of interest, including
compliance, of any relevant changes as they occur and to register their interests in the register provided.

•

The disclosure will be reviewed on an annual basis by Compli-Serve SA as your designated compliance
officers.

•

Where there is a complaint received about a failure of the FSP to disclose a relevant interest, the complaint
should immediately be sent to compliance for evaluation and response.
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