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Summative Assessment 

 

SECTION A              (14) 

Case study: 

 

Read the scenario below and answer the questions that follow: 

 

Ms Shirley Banks is 42 years old, divorced, and a mother of two children (Jayden 4; 

Rosalind 6).  Ms Banks’ currently works in a large insurance institution as a 

marketing consultant and earns R350 000 per annum (13thcheque included).  She 

has worked at this company for 15 years. 

 

Ms Banks has handed in her resignation as she is opening her own marketing 

consultancy and estimates that she will bring in approximately R35 000 per month 

for starters.  Mrs Banks is looking forward to the challenge this new venture will bring. 

 

Her current provident fund benefit is worth R1. 6 million and she would like to 

preserve it for her retirement as this is the only lump sum she has.  In her divorce 

settlement, her ex-husband is entitled to R500 000 (before tax) of her provident fund 

money on termination. 

 

Ms Bank has recently bought a house valued at R1.1 million and she has managed 

to pay off R150 000 of her bond. 

 

Ms Banks is busy paying off her Honda Civic and still owes R135 000 on it.  She has 

no other debt. 

 

Her children are at private schools and both their school fees and extramural 

activities are paid by their father. (Cost for each school year – Jayden is in a private 

crèche:  R19 200 per annum & Rosalind is in a private primary school:  R28 800 per 

annum). Mrs Banks inherited R400 000 in cash, she would like to invest the full lump 

sum in an Offshore account. 
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Ms Banks has no insurance policies and has contacted you to assist her with her 

finances. 

 

1. Multiple choice questions:  Circle the letter at each question that is 

most suitable.  

  

1.1 From the list below, in complying with FAIS, select the best course of action to 

take upon meeting Mrs Banks for the first time?  

 

A. Conduct financial needs analysis with Mrs Banks. 

B. Introduce yourself and tell Mrs Banks which company you work for; which 

products you are accredited to sell and what qualification you have obtained. 

C. Request Ms Banks to sign a FNA authorisation form and then conduct a FNA 

with her taking all her current assets and liabilities into account. 

D. Ask Mrs Banks to provide proof of natural person by supplying you with 

certified copy of her ID, utility bill, latest salary slip and Income tax number. 

 

1.2 According to the Income Tax Act, from the list below select the tax implications 

if Mrs Banks took the proceeds in cash:  

 

A. The first R1800 / Member contributions whichever is the higher is tax free and 

the rest is taxed. 

B. First R300 000 is tax free and the rest is taxed as per the tax scales. 

C. The proceeds are not taxed, the full benefit is received in cash. 

D. Transferring the proceeds to a Preservation Provident fund is tax free. 

 

1.3 According to the Pension Funds Act Regulation 28, what is the maximum 

percentage that can be invested in equities?  

 

A. 15% 

B. 30% 

C. 50% 

D. 75% 
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1.4 According to Sections 37 A & D of the Pension Funds Act, from the list below, 

select the option that best describes how Mr Banks will receive his portion of 

the proceeds. 

 

A. According to Sections 37A & D of the Pension Funds Act, Mr Banks is not 

entitled to any of Mrs Banks proceeds. 

B. Mr Banks is not entitled to any proceeds as Mrs Banks is transferring the 

money to a preserver. 

C. Mr Banks will receive the full R500 000 in cash after the proceeds have been 

taxed.  Mrs Banks must pay the tax in advance and can claim it back from Mr 

Banks at a later date. 

D. The R500 000 will be taxed upfront and the balance will be paid over to Mr 

Banks. 

 

1.5 According to the Long Term Insurance act, what are the restrictions on an 

endowment policy?  

 

A. Benefits are only paid within the first 5 years where a claim is made to pay off 

a home loan, health insurance claim, and death claim.  

B. Benefits are only paid within the first 10 years where the claim is due to 

retrenchment 

C. Minimum term of 5 years; premiums may not increase by more than 10%; 

only one loan or surrender is allowed within the first 5 years from inception. 

D. Minimum term of 5 years; premiums may not increase by more than 20%; 

only one loan or surrender is allowed within a 5 year period. 

 

1.6 Mrs Banks would like to preserve her provident lump sum until retirement. From 

the list below select the best option to suit her current financial needs. 

 

A. Paying off her home and car 

B. Transferring the proceeds to a retirement annuity until the age of 60 

C. Invest the money in Unit trusts 

D. Transferring the proceeds to a Preservation Provident fund – once off 

withdrawal option exists. 
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1.7 From the list below select the products best suited to Mrs Banks immediate 

needs. 

 

A. Retirement Annuity (with death cover), Medical Aid, 5 year endowment. 

B. 10 year Endowment (with Life cover); Medical Aid, Funeral cover. 

C. Retirement annuity, preservation fund, medical aid, funeral cover. 

D. Preservation fund, Medical Aid, funeral benefits.√  

 

1.8 From the list below select the products best suited to Mrs Banks medium term 

needs: 

 

A. 5 year endowment, retirement annuity, Dread Disease. 

B. 10 year Endowment,; Medical Aid, Limited Term.  

C. Retirement annuity, Educational Policy, funeral cover. 

D. Preservation fund, Limited term, Unit Trusts. 

 

1.9 From the list below select the products best suited to Mrs Banks long term 

needs. 

 

A. Retirement Annuity (with death cover); 10 year endowment, Unit trusts. 

B. 10 year Endowment; Educational benefits, Unit Trusts. 

C. Retirement annuity, Educational Benefits, Equities. 

D. Unit Trusts, Property, Equities, Offshore accounts. 

 

1.10 Mrs Banks is concerned about her children’s educational welfare in the event 

of her death.  Which of the products below will best suit her needs? 

 

A. Endowment policy. 

B. Unit Trusts. 

C. Educational Policy. 

D. Her offshore investment. 
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1.11 In the event of Mrs Banks death without a Will, how will her proceeds be paid 

out? 

 

A. Paid to her estate. 

B. Death Benefit proceeds will be paid to her ex-husband as he will take care of 

the children. 

C. Her money will be paid to her mother as she will take care of her children. 

D. Paid according to the Intestate Succession Act No. 81 of 1987. 

 

1.12 Mrs Banks wants to know what the different asset types are. Select the 

correct option from the list below. 

 

A. Money Market instruments; Property; Equity. 

B. Offshore accounts, Bonds, Physical Assets. 

C. Capital market instruments, derivatives. 

D. All of the above. 

 

1.13 What is the greatest advantage of placing money into Unit Trusts? 

 

A. Very difficult to understand and is not accessible to Ms Hale. 

B. There is no risk involved from investment loss and poor returns 

C. Sharing of up-front costs and running costs  

D. Diversification in terms of asset classes and management company 

 

1.14 What is the greatest disadvantage of placing money into Unit Trusts? 

 

A. Very easy to access the money in the Unit trusts and this may overshadow 

the risks of fluctuations in an equity investment. 

B. Income tax is charge on the end proceeds paid from Unit Trusts 

C. Capital Gains tax is paid on the proceeds paid from Unit Trusts  

D. Investing in a collective investment scheme may be very costly due to the 

high initial charges levied every time and investment is made. 
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SECTION B              (10) 

Short Knowledge Questions 

2 Explain the purpose and impact of the Pension Funds Act on retirement planning. 

                                                                                                                            (3) 

 

 

 

 

 

 

 

3 List 5 (five) actions you can take in order to be better prepared for a comfortable 

retirement.           (5) 

 

 

 

 

 

 

 

 

 

 

 

 

 

4 Define a risk tolerance assessment in your own words.    (2) 
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SECTION C:            (10) 

Long Questions          

Answer the question below in Essay format. 

 

5 When it comes to retirement funds, there are a lot of unplanned events that could 

impact on the growth of an investment.  Identify and explain at least 5 (five) of the 

major unplanned life events that could impact on an existing retirement plan. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 


