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Conflicting ways… 



DISCLOSURES 



LET’S HAVE A WARM UP FIRST... 








Scenario 1 
Craig is a qualified actuary who passionately upholds the professional conduct 
standards.  He was rushing home in his car one afternoon and was 
pulled over by a traffic officer who accused him of exceeding the speed limit. 
Craig was shocked that he had done such a thing! 
The officer informed Craig that he had options … 



Scenario 1 continued... 
What do you think Craig did? 

1. Asked the officer for the fine and waited patiently for it to be issued. 
2. Slipped R100 into his ID book as he passed it to the officer to consider the options. 
3. Quickly drove off in the hope he would not be caught. 

 



Scenario 2 
 
Michelle goes fly fishing in Dullstroom over the 
weekend and successfully catches a Rainbow Trout. 
When she gets back from the trip she bumps into four 
different people and tells them her story: 

1. The Boss  
2. Mom  
3. The Client  
4. Peer  



Agenda 
1. A bit of fun 
2. Conflicts remain a challenge 
3. A model 
4. An approach 
5. More fun? 



Conflicts Remain a Challenge 
Do the current mitigations actually work? 

• Passing round the conflicts disclosure form 
• Gift register 
• Trustee Code of Conduct 
• FAIS Conflicts of Interest 
• “Headlines” test 
• Independence? 
 



Conflicts Remain a Challenge 

Possible examples you might have experienced 
 
• Turning a blind eye to poor service or performance for the sake of a 

relationship 
• Independent Principal Officer or Trustee in a Fund considering a move 

towards umbrella 



Conflicts Remain a Challenge  … more examples 

• Living Annuities sales at retirement? 
• Financial Advisers advising away from trustee default products, due to 

commission 
• Trustee Boards – management pulling rank in a trustee meeting 
• Always recommending houseview - could there be a conflict between 

right advice and houseview? 



Conflicts Remain a Challenge 
 
• Treating Customers Fairly 

• Aims to address the information asymmetry that exists in financial services 

• ...Which also allows conflicts to happen 

• Shareholder and customer interests must be balanced 

• Fairness must be integral to the culture of the organisation 

• Onus is on providers to demonstrate their fairness 

• Not on customers to discover unfairness and complain 

• Providers are accountable for who they deal with too 

• Equity rulings can overturn contracts 
 

 
 

  



A (Simple) Model 
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A DEFINITION 

“A conflict of interest is a set of circumstances that creates  
a risk that professional judgement or actions regarding a  
primary interest will be unduly influenced by a secondary 
interest.” 

A Model 



A Model 
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A Model 

• We all have secondary interests 
• We are all potentially conflicted all the time 
• The mere presence of secondary interests is not necessarily a conflict 
• When they cause an individual to alter their decision, then they  

become a conflict 
 

So how best should these potential conflicts be managed? 



Case Study 1 
• An employer has 7 different retirement funds 
• The consultant is involved in all funds 
• The Benefit Manager is also the Principal Officer 
• The CEO wants a plan to consolidate the funds and reduce complexity and costs 
• The consultant presents a plan that reduces costs, makes its simple, transition plan 
• The Benefit Manager criticizes the plan and calls the consultant unprofessional 



Case Study 
The consultant presented:  
• Needs analysis 
• Studied rules 
• Applied best practice 
• Recommended procurement process for providers 
• Ensured members were no worse off 
• Ensured proper communication procedures would be followed if approved 
 

 
 



What happened here? 
     

What 
did the consultant 
do wrong 

? 

Why 
did the Principal 
Officer react that way 

? 



Conflicts 
     

What 
should the 
Principal Officer’s 
primary interest 
actually be 

? 

What 
would the Principal 
Officer’s conflict of 
interest declaration 
form say 

? 
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Map the PO’s Potential Conflicts of Interest 



Our thoughts 
• He likes the status of being Principal Officer to seven funds 

• He has been involved with the funds for years, and never raised this issue 
• Your advise threatens him 
• Which is not helping his career ambitions, in front of the CEO in particular 
• Does he still have a full time career with this presented solution? 
• Question – Is his situation unusual? 
 

 So what do you do? 



could the 
consultant 
have managed 
this differently 

How 

? 



An Approach 

• Identify a situation where conflicts are important 

• Advice 

• Decision 

• Product offering 

 

• Identify the potential conflicts of both the client and yourself 

• Does more than one person depend on your advice? 

• Is someone other than the person you are advising paying for your advice? 
What is their interest? 



An Approach (cont.) 

• Identify the potential conflicts of both the client and yourself (cont) 

• Does maximising the interest of one party result in minimising the interests of 
another? Are there any common goals? 

• Will you have to keep any material information secret from one of the 
parties? 

 

• Conflicts should be managed directly and early in an interaction with a client 

• Certain conflicts should be avoided outright 

• For example, advising employer and fund on same issue 



An Approach (cont.) 

•Clear contracting with client to create alignment 

•Agreement with all parties on the scope, objectives and deliveries of a 
piece of work 

 

•Disclosure and consent 

•Disclosure should be detailed enough and understandable to enable informed 
consent from other parties 

 



Case Study 2 
• Consultant presents a board of trustees with a recommendation around the 

investment strategy, they currently have had the same investment strategy 
for 20 years and every year the consultant recommends that it should be 
reviewed, and every year they say it does not need to change as they like 
the current strategy 

•  The consultant gets the feeling that the main reason they do not want to 
change is because they do not understand the investments and therefore 
are scared of looking at new options 

• He has recommended training but they say they have been in investments 
for 20 years so they do not need training 

Where 
do the conflicts lie 

? 
How 
do you manage this 

? 



Case Study 3 
 
• A fund is currently self administered, however, when analysis is done of the 

expenses, the trustees discover that the cost of  administration  is twice what it 
would be, if they moved to a privately administered basis 
 

• If the fund moved privately administered, a number of colleagues would 
become unemployed, but if they keep the status quo, members would pay 

more.  Quality of administration is not questioned 

Where 
do the conflicts lie 

? 
How 
do you manage this 

? 



Our Role in Managing Conflicts 

• It goes beyond simple disclosure 
• It goes beyond ourselves 
• Be aware of all the secondary interests, some of them cannot be managed 

away, but they can be improved if one is aware of them 
• Ensuring the facts are put in front of the client, but sometimes there is no right 

answer! 
• Managing stakeholders 

• Make the Principal Officer part of the solution not the problem (in example) 
• Education and training are key 

 
 
 
 
 





Thank You 
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