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The Financial Services Board issued Board Notice 106 of 2008 (Government Gazette 31514) on 15 October 2008. The Notice sets out a Schedule determining the fit and proper requirements for Financial Services Providers (FSPs), under section 8(1) of the Financial Advisory and Intermediary Services Act, 2002 (Act No. 37 of 2002).

Financial Service Providers registered with the Financial Services Board need to comply with the Notice. Part IX of the Notice specifies Financial Soundness requirements (see extract below). Part IX indicates that only some FSPs need to hold liquid assets. Registered auditors dealing with client funds therefore have to comply with capital and liquidity requirements. Please familiarise yourself with the extract below to determine whether there are capital and liquidity requirements that you have to comply with.

Part I Definitions

"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;

"Category II", in relation to a financial services provider, means all persons who are authorised as discretionary FSPs as set out in the relevant application;

"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;

"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;

"Category IV", in relation to a financial services provider, means all persons who require licences as Assistance Business FSP;
Part IX Financial Soundness

1) An FSP must not be an un-rehabilitated insolvent or under liquidation or in provisional liquidation.

2) An FSP in respect of category I that does not hold client assets or receive premiums or money must comply with the following requirement, namely, that the assets of the FSP (excluding goodwill, other intangible assets and investments in related parties) must at all times exceed the FSP’s liabilities (excluding loans validly subordinated in favour of all other creditors). 

3) An FSP in respect of Category I that holds client assets or receive premiums or money must at all times comply with the following requirements:

(a) The assets of the FSP (excluding goodwill, other intangible assets and Investments in related parties) must exceed the FSP’s liabilities (excluding loans validly subordinated in favour of all other creditors);

(b) the FSP must maintain current assets which are at least sufficient to meet current liabilities; and

(c) the FSP shall at all times maintain liquid assets equal to or greater than 4/52 weeks of annual expenditure.

4) An FSP in respect of Category II and IV must at all times comply with the following requirements:

(a) The assets of the FSP (excluding goodwill, other intangible assets and investments in related parties) must exceed the FSP’s liabilities (excluding loans validly subordinated in favour of all other creditors);

(b) The FSP must maintain current assets which are at least sufficient to meet current liabilities; and

(c) The FSP shall at all times maintain liquid assets equal to or greater than 8/52 weeks of annual expenditure.

           [Subpara. (4) substituted by BN 151/2008]

5) An FSP in respect of Categories IIA and III must at all times comply with the following requirements:

(a) The assets of the FSP (excluding goodwill, other intangible assets and investments in related parties) must exceed the FSP’s liabilities (excluding loans validly subordinated in favour of all other creditors) by at least R3 million;

(b) The FSP must maintain current assets which are at least sufficient to meet current liabilities; and

(c) The FSP shall at all times maintain liquid assets equal to or greater than 13/52 weeks of annual expenditure.

6) An FSP that is authorised for multiple financial categories must comply with the most onerous financial soundness requirements as it applies to the multiple categories. 

      [Subpara. (6) inserted by BN 151/2008]”
Should you have any further queries please do not hesitate to contact the Standards Department at +27 (0)87 940 8800 or send an email to standards@irba.co.za or Wendy Hattingh wendyh@fsb.co.za at the FAIS Department of the FSB.
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