Preparation for the Regulatory 1 Examination prepared for Nedgroup
Exam questions towards the final preparation of the RE 1 examination
1. Select the correct answer:
(i)
'Category I', in relation to a financial services provider, means all persons, other 
than persons referred to in Categories II, IIA, III and IV, who are authorised to render the financial services (other than financial services mentioned in Categories II, IIA, III and IV) as set out in the relevant application;
(ii)
'Category II', in relation to a financial services provider, means all persons who are authorised as FSPs as set out in the relevant application;

(iii) 'Category IIA', in relation to a financial services provider, means all persons who are authorised as hedge fund FSPs as set out in the relevant application;

(iv) 'Category III', in relation to a financial services provider, means all persons who are authorised as administrative FSPs as set out in the relevant application;

(v) 'Category IV', in relation to a financial services provider, means all persons who require licences as Assistance Business FSP.

Select the correct answer:

(a) (i), (ii) and (iii)

(b) (i), (ii) and (iv)

(c) (i), (iii), (iv) and (v)

(d) All of the above

2. 'continuous professional development' or 'CPD' means:

(i) To obtain the necessary credits;

(ii) a process of learning and development, 
(iii)  with the aim to enable the applicant, key individual or representative to maintain capabilities to perform competently,

(iv)  within the Categories or subcategories they render financial services in.
Select the correct statement(s):

(a) All of the above

(b) (i), (ii) and (iii)

(c) (ii), (iii) and (iv)

(d) (ii) and (iv)

3.
'Long-term Insurance subcategory B' means long-term insurance policies as defined in the Long-term Insurance Act, 1998, which have the following features:


(a)
Risk policies which provide cover in respect of death, disability and health events, and which are not marketed as investment policies, as defined in the Regulations to the Long-term Insurance Act, 1998, or savings policies;


(b)
investment policies (excluding fund member policies), as defined in the Regulations to the Long-term Insurance Act, 1998, and savings policies which guarantee a minimum return of capital invested at a specified future date or dates, and where such minimum is ascertainable in Rand terms at inception;


(c)
annuities which guarantee a minimum annuity for the term of the policy which is ascertainable in Rand terms at inception; and


(d)
any policy which combines the policy features included in paragraphs (a), (b) or (c),

(e)
It includes policies mentioned in Long-term Insurance subcategory A and C;

Select the incorrect statement:
(a) (a), (b), and (e)

(b) (b), (c), (d) and (e)

(c) (c), (d) and (e)

(d) (e)

4.
'qualification' means a qualification that is-


(a)
registered by SAQA;


(b)
an extracurricular specialist programme offered at a graduate level by an Institution of Higher Education;


(c)
an industry or professional programme offered through a professional body recognised by the Registrar or accredited training provider; or


(d)
a foreign qualification similar to qualifications in (a) to (b) above, and has been evaluated against the qualifying criteria and is recognised by the Registrar, after consultation with the Advisory Committee.
Select the incorrect one:

(a) (b) and (c)

(b) (b) and (d)

(c) (c)

(d) (a), (b) and (d)

5.
'regulatory examinations' means examinations prescribed by the Registrar, set in 
accordance with the qualifying criteria for the purpose of meeting the competency requirements of this Determination. It includes:
(i) Regulatory level 1 examination for all FSPs, Key individuals and representatives

(ii) Regulatory level 2 examinations for all FSPs who are Sole proprietors, Key individuals and representatives

(iii) Regulatory examinations level 1 and 2 for all FSPs, Key individuals and representatives

(iv) Regulatory examinations level 1 and 2 for all FSPs who are Sole proprietors, Key individuals and representatives

Select the correct one:
(a) (i)

(b) (ii)

(c) (iii)

(d) (iv)

6.
'services under supervision' means financial services rendered by a representative 
who does not meet the prescribed:

(i) experience, 
(ii) qualification and/or regulatory examination requirements 
(iii) and which services are rendered under the guidance, instruction and supervision of a supervisor 
(iv) in terms of an exemption granted by the Registrar under section 44 of the Act.
Select the correct one:

(a) (i) and (iii)

(b) (ii) and (iii)

(c) (iv)

(d) All of the above

7.
The following persons must meet the requirements of honesty and integrity:

(i)
A legal entity that is a FSP 
(ii)
A sole proprietor

(iii)
Key individual 
(v) Representative 
Select the correct one:
(a) (i) and (ii)
(b) (i) and (iii)

(c) (ii), (iii) and (iv)

(d) All of the above
8.
In determining whether an FSP, key individual or representative complies with the Fit and proper requirements, the Registrar:

(i) may refer to any information in possession of the Registrar 
(ii) must refer to any information in possession of the Registrar 

(iii)  may refer to any information in possession of the Registrar or brought to the Registrar's attention.

(iv)  must refer to any information in possession of the Registrar or brought to the Registrar's attention.

Select the correct one:

(a) (i)
(b) (ii)
(c) (iii)

(d) (iv)
9.
Any of the following factors constitutes prima facie evidence that an FSP, key individual or representative does not qualify in terms of subparagraph (1), namely that the FSP, key individual or representative-

(a) has within a period of five years preceding the date of application or the proposed date of appointment or approval, as the case may be, been found guilty in any criminal proceedings or liable in any civil proceedings by a court of law (whether in the Republic or elsewhere) of having acted fraudulently, dishonestly, unprofessionally, dishonourably or in breach of a fiduciary duty;

(b) has within a period of five years preceding the date of application or the proposed date of appointment or approval, as the case may be, been found guilty by any statutory professional body or voluntary professional body (whether in the Republic or elsewhere) recognised by the Board, of an act of dishonesty, negligence, incompetence or mismanagement, sufficiently serious to impugn the honesty and integrity of the FSP, key individual or representative;

(c) has within a period of five years preceding the date of application or the proposed date of appointment or approval, as the case may be, been denied membership of any body referred to in subparagraph (b) on account of an act of dishonesty, negligence, incompetence or mismanagement, sufficiently serious to impugn the honesty and integrity of the FSP, key individual or representative;

Select the correct one:
(a) (a)

(b) (b)

(c) (c)

(d) All of the above

10. Any of the following factors constitutes prima facie evidence that an FSP, key individual or representative does not qualify in terms of subparagraph (1), namely that the FSP, key individual or representative-

(a) has within a period of five years preceding the date of application, or the proposed date of appointment or approval, as the case may be-


(i)
been found guilty by any regulatory or supervisory body (whether in the Republic or elsewhere), recognised by the Board; or



(ii)
had its authorisation to carry on business refused, suspended or withdrawn by any such body,



on account of an act of dishonesty, negligence, incompetence or mismanagement sufficiently serious to impugn the honesty and integrity of the FSP, key individual or representative;

(b) has within a period of five years preceding the date of application, appointment or approval, as the case may be, had any licence granted to the financial services provider by any regulatory or supervisory body referred to in subparagraph (d) suspended or withdrawn by such body on account of an act of dishonesty, negligence, incompetence or mismanagement, sufficiently serious to impugn the honesty and integrity of the FSP, key individual or representative; or

(c) has at any time prior to the date of application, appointment or approval, as the case may be, been disqualified or prohibited by any court of law (whether in the Republic or elsewhere) from taking part in the management of any company or other statutorily created, recognized or regulated body, irrespective whether such disqualification has since been lifted or not.

Select the correct one:

(a) (a)

(b) (b)

(c) (c)

(d) All of the above

11. An FSP and key individual must in the application to the Registrar:

(i) Disclose only the information he/she deems relevant to fit and proper requirements to the Registrar;

(ii) Disclose only the fit and proper requirements he/she deems relevant to the personal character qualities of honesty and integrity to the Registrar and to the other Key individuals of the FSP;

(iii)  Disclose all facts at his/her disposal to the FSP and the Registrar; 

(iv)  
Be candid and accurate and must of own accord disclose all facts or information at the disposal of, or which may be accessible to, the FSP and key individual, and which may be relevant for purposes of a decision by the Registrar that the FSP or key individual complies or does not comply with the personal character qualities of honesty and integrity.

Select the correct one:

(a) (i)

(b) (ii)

(c) (iii)

(d) (iv)

12. A representative must at appointment by the FSP:
(i) Disclose only the information he/she deems relevant to fit and proper requirements to the FSP or key individual;

(ii) Disclose only the fit and proper requirements he/she deems relevant to the personal character qualities of honesty and integrity to the Registrar and to the other Key individuals of the FSP;

(iii) Disclose all the information to the key individual, FSP or Registrar regarding fit and proper requirements; 

(iv)  Be candid and accurate and must of own accord disclose all facts or information at the disposal of, or which may be accessible to the FSP, key individual or representative, and which may be relevant for purposes of a decision by the FSP, that the representative complies or does not comply with the personal character qualities of honesty and integrity.

Select the correct one:

(a) (i)

(b) (ii)

(c) (iii)

(d) (iv)

13. A FSP that is a sole proprietor, key individual and representative must:
(i)
comply with the applicable minimum experience requirements referred to in Part IV below;


(ii)
have the relevant qualification referred to in Part V below;


(iii)
have successfully passed the relevant first and/or second level Regulatory Examination(s), as may from time to time be set by the Registrar and as set out in Part VI below; and


(iv)
comply with the CPD requirements as set out in Part VII below.

Select the correct one:

(a) (i)

(b) (ii)

(c) (i), (ii) and (iii)

(d) All of the above

14. A FSP (who is a sole proprietor) must meet the following requirements:

(i) The minimum experience and all applicable qualification requirements, 
(ii) The personal qualities of honesty and integrity;

(iii)  Must have completed the relevant regulatory examinations as required for an FSP and key individual for the specific Categories or subcategories before a licence will be granted;
(iv)  Does not have to meet the requirement of being financially sound.

Select the incorrect option:

(a) (i)

(b) (ii)

(c) (iii)

(d) (iv)

15. A key individual must meet the following requirements:
(i) Minimum experience and all applicable qualification requirements;

(ii) Financial soundness;

(iii)  Operational ability; and 
(iv)  Must have completed the relevant regulatory examination before the Registrar will approve the appointment.

Select the incorrect option:

(a) (i)

(b) (ii)

(c) (iii)

(d) (iv)

16. An FSP must at all times ensure that:

(i) At least one or more representatives meet the required fit and proper requirements to guide the other representatives who work under supervision;

(ii) At least one key individual meets the financial soundness requirement; 

(iii)  At least one or more of the key individuals approved by the Registrar meet the same experience, qualifications and regulatory examination requirements as would apply to an FSP (who is a sole proprietor), in relation to any one or more Categories or subcategories the provider is authorised for, and in respect of which that key individual will manage or oversee the provider's activities;
(iv)  The FSP meets the requirement of operational ability.

Select the correct option:

(a) (i) and (iii)
(b) (i), (iii) and (iv)

(c) (iii)

(d) (iii) and (iv)

17. An FSP must ensure that:

(i) All representatives of a juristic representative must meet the personal character qualities of honesty and integrity;

(ii) All representatives of a juristic representative must meet the qualification and experience requirements of representatives;

(iii)  Each juristic representative must at all times have at least one key individual responsible for the managing and overseeing of the juristic representative who meets the same experience, qualifications and regulatory examination requirements as would apply to the key individual of the provider;
(iv)  Each juristic representative must have a key individual that is financially sound.

Select the correct option:

(a) (i), (ii) and (iii)

(b) (iii)

(c) (iv)

(d) (iii) and (iv)

18. A representative must at the date of appointment by an FSP comply with:

(i) The applicable minimum experience and all applicable qualification requirements, and
(ii) Must have completed the relevant regulatory examination(s), 
(iii)  The applicable minimum experience and qualification requirements provided that the Registrar may exempt representatives from these requirements while rendering financial services under supervision.

(iv)  The applicable minimum experience and qualification requirements and the regulatory examinations provided that the Registrar may exempt representatives from these requirements while rendering financial services under supervision.

Select the correct option:
(a) (i)

(b) (i) and (ii)

(c) (iii)

(d) (iv)

19. An FSP or any representative that renders financial services in respect of health service benefits must:

(i) Meet the requirement of personal character qualities of honesty and integrity;

(ii) Meet the requirement of operational ability; 

(iii) Be accredited as a broker in terms of the provisions of Regulation 28B under the Medical Schemes Act, 1998, and 
(iv) A representative that renders financial services under supervision in respect of health services benefits must be accredited as an apprentice broker, in terms of the provisions of Regulation 28B under the Medical Schemes Act, 1998.

Select the correct option:

(a) (i) and (ii)

(b) (ii) and (ii)

(c) (i), (ii) and (iii)

(d) (i), (iii) and (iv)

20. An FSP, who is a sole proprietor, a key individual and a representative must meet the requirements relating to Continuous Professional Development (CPD) as set out in Part VII of the Determination of Fit & proper requirements:

(i) After the completion of all experience requirements;

(ii) After the completion of all qualification requirements;

(iii) After the completion of all regulatory examinations;

(iv)  After completion of all relevant qualification, experience and regulatory examinations.
Select the correct option:

(a) (i)

(b) (ii)

(c) (iii)

(d) (iv)

21. The purpose of CPD is to ensure:

(a) That the FSP ensures that there are records of the advice given to clients on an ongoing basis

(b) Representatives develop and maintain professional competence in order to provide financial services of a high quality

(c) That clients can make informed decisions on a continuous basis

(d) The FSP provides the Registrar with accurate reports on time as required

22. Which one of the following statements is correct with reference to the relationship between the FAIS role-players:

(a) The product supplier design products, test their suitability with representatives of an FSP and markets the products once they have been approved by the FSP’ compliance officer

(b) A representative will always be an employee or someone mandated by a financial services provider

(c) A product supplier will always act as a financial services provider

(d) All of the above

23. In the financial services industry the General Code of Conduct provides:

(a) The norms and standards for ethical behavior

(b) The role of the FSP in terms of ethical conduct in the financial services industry

(c) The role of the representative in terms of ethical conduct in the financial services industry

(d) All of the above

24. A provider may not disclose any confidential information acquired or obtained from a client or a product supplier in regard to such client or supplier, unless:

(a) Disclosure of the information is required in the public interest or under any law

(b) The FSP have obtained verbal consent from the client or product supplier beforehand

(c) Obtain written consent within 7 working days before the time of the disclosure

(d) Written consent of the client or product supplier has been obtained beforehand

25. What must a FSP disclose when dealing with a client? Which answer is incorrect:

(a) Business name and FSP registration number
(b) Income from financial products earned in the last 12 months

(c) Information about PI cover and indemnity insurance
(d) Details of the relevant compliance department of compliance officer of the FSP

26. What needs NOT to be disclosed when advising a client on a financial product

(a) Monetary obligations of the client in relation to the financial product
(b) The extent of the benefits of the financial product
(c) The name of the product supplier that initially developed the product

(d) Name , class and type of financial product

27. A provider other than a direct marketer, must before providing a client with advice:

(a) Provide the client with information about the contractual relationship between the FSP and product supplier

(b) Compare fees and charges between two products

(c) Take reasonable steps to get information from the clients financial situation

(d) Compare tax implications should there be any replacement of a product

28. Where a financial product is being replaced by another financial product held by the client, disclosure must be made of:

(a) Actual and potential financial implications

(b) Costs and consequences of the replacement

(c) A comparison of fees and charges between the 2 products

(d) All of the above

29. A provider advising a client to replace an existing long-term insurance policy with any other financial product must: 

(a) Within 5 working days from the date of advice, notify the issuer of the long-term insurance policy of such advice

(b) Within 15 working days from the date of advice, notify the issuer of the penalties or any other expenses deductible.

(c) Conduct a analysis in light of the circumstances in sufficient time

(d) Take reasonable steps to determine the tax implications for the issuer

30. A record of advice needs to include:

(a) The financial products recommended and why these products are suitable for the client

(b) The qualifications of the representative

(c) The financial products that will not be considered

(d) Fees and charges in respect of the replacement product

31. For inspection purposes, the Registrar must have access to the FSP’s records withing:

(a) 7 days

(b) 7 working days

(c) 14 days

(d) 15 days

32. Who is responsible for the actions and competency requirements of the representative? Select the correct answer:

(a) The representative’s compliance officer
(b) The Financial Services Provider that employed the representative
(c) The representative himself
(d) The key individual(s) of the FSP that employed or mandated the representative

33. Which one of the following is a duty of both an authorised financial services provider and key individual 

(a) At all times ensure that the providers representatives are happy and well settled in their jobs
(b) When representatives are rendering a financial service on behalf of a provider an authorised financial services provider must ensure that the representative has enough stationery and application forms 
(c) The authorised financial services provider must take reasonable steps to ensure that representatives take accurate minutes
(d) The authorised financial services provider must at all times ensure that when key individuals and representatives are providing financial services they are competent to act and comply with any applicable code of conduct

34. Who may act as a supervisor? Select the incorrect answer:
(a) A juristic representative

(b) Only a key individual

(c) The compliance officer

(d) A natural person who is qualified and have the necessary experience and appointed by the FSP to act in that capacity

35. What is the maximum period that a representative can act under supervision? Choose the correct answer.
(a) 4 years
(b) 2 years
(c) 5 years
(d) 6 years

36. The following are regarded as supervisory activities:

(a) Record-keeping duty

(b) Sign off advice given to a client

(c) Recording of all telephonically conversations

(d) Assisting the client with a decision

37. The Registrar is allowed to publish information on the debarment of representatives to ensure:

(a) The official duty of the Registrar in terms of FAIS

(b) The FSP withdraw the authority granted to a representative to act on its behalf

(c) Clients of the debarred representative are clearly informed

(d) The public is informed of representatives who contravene the Act or who are no longer licensed to operate

38. The FSP of a debarred representative needs to take steps to ensure:

(a) Clients of the debarred representative are not disadvantaged

(b) Any unconcluded business is properly concluded

(c) The debarment does not prejudice the interest of the clients of the representative

(d) All of the above

39. The Registrar must consider any response received and may therefore decide to debar or not to debar the representative and must:

(a) Notify all the clients of the representative of the decision

(b) Terminate the service or other agreements between the representative and FSP

(c) Notify all registered FSP’s of the decision

(d) Notify the representative of the decision

40. When may a debarred representative be reappointed? Select the incorrect answer.
(a) Certified copies thereof, including affidavits (if any):  · At least 12 (twelve) months since the debarment date must have elapsed, unless the debarment was consequent on the applicant not having qualified as contemplated in Section 13(2)(a) of the Act, and the applicant has within that period qualified as so contemplated; 
(b) All unconcluded business of the applicant as former representative, referred to in the proviso to Section 14(1) of the Act, has been properly concluded;
(c) All complaints or legal proceedings (if any) submitted by clients to the applicant or the debarring provider, or the Ombud or any court of law; or  o other administrative or legal procedures or proceedings in terms of the Act or any other law, arising out of any acts or omissions in which the applicant was directly or indirectly involved prior to the debarment date, have been properly and lawfully resolved or concluded;
(d) The FSP who debarred the representative withdraws the debarment notification.

41. A debarred representative can be reappointed once he/she meet the following requirement:

(a) If the representative left the FSP under normal circumstances

(b) All records of the debarred representative’s previous clients has been destroyed

(c) 12 Months must have elapsed since the debarment date

(d) A meeting was held between the Registrar, the representative and the new FSP

42. A compliance officer must hold a legal or accountancy university degree and:

(a) At least 3 year experience in the financial services industry

(b) At least 12 months experience in the financial services industry

(c) Or a legal university degree and 5 year experience in the financial services industry

(d) B and C

43. The Ombud for Financial Services Providers (FAIS Ombud) was granted the authority to act as:

(a) The Voluntary Ombudsmen for Financial Services Providers in terms of the FAIS Act

(b) Statutory Ombud for Financial Services Providers in terms of the FAIS Act 

(c) Acting on behalf of the High Court

(d) Registrar of the High Court

44. What laws deal with money laundering in South Africa? Select the right combination.

(a) FICA, FAIS, PROCDATARA, POCA
(b) FICA, FAIS
(c) POCA,PROCDATARA and FICA

(d) POCA and PROCDATARA

45. The Money Laundering Reporting Officer has to report a suspicious transaction to the FIC within:

(a) 7 working days from when the suspicion arose

(b) 7 working days of learning of it

(c) 15 working days of learning of it or from when the suspicion arose

(d) B and C

46. POCA stands for:

(a) Protection of Organized Crime Act 1989

(b) Prevention of Crime Act 1989

(c) Protection against certain Organised Crime Act 1989

(d) Prevention of Organized Crime Act 1989

47. Penalties for the contravention of POCA can be:

(a) A maximum fine of R 100 million or imprisonment for 30 years

(b) A maximum fine of R 100 million or imprisonment for 10 years

(c) A maximum fine of R 10 million or imprisonment for 30 years

(d) A maximum fine of R 10 million or imprisonment for 10 years

48. The aim of POCDATARA is therefore to:

(a) Introduce an obligation to report certain offences linked to terrorist activities, including terrorist financing

(b) To exchange information with similar bodies in other countries regarding money-laundering activities and similar offences

(c) To make information collected available to investigating authorities

(d) All of the above

49. Choose the correct option:
(a) The FAIS Ombud encourages disputes between authorised financial services providers and financial product providers and their representatives with regard to financial services.

(b) The FAIS Ombud resolves disputes between consumers (clients) and financial service providers and their representatives with regard to financial services.

(c) The FAIS Ombud is a dispute resolution mechanism to help consumers get their best interests protected after they have received poor advice.

(d) The FAIS Ombud is part of the Financial Services Board and resolves all disputes regarding financial service providers and the FSB
50. When can a FAIS license be suspended or withdrawn? Which answer is incorrect?
(a) The FSP longer meets the requirements of Section 8 of the Act
(b) The activities of the FSP may prejudice clients

(c) The FSP does not have a compliance officer 

(d) The FSP submitted false or misleading information
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