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MINISTER'S REPORT




CHAIRMAN’S REPORT

Mr Abel Sithole

“This is what the FAIS Ombud's work is about,
blic processes, resuiting in a just and adequate o - providing access to justice for ordinary people.
After all the statistics and the rand value of the
. gat _ : g claims have been reckoned, the question remains:
the protection of the law and that rights are meaningless Are the people of South Africa freely able to access
; ' R R . ey e the justice system? We may not yet be there, but

steadily, with commitment, we will.”
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OMBUD’S OPERATIONAL REPORT

FINAMCIAL YEAR END- MARCH 2013

DETERMINATIONS




of paper in order to piece together a cogent, factual and legally sound
conclusion. We have geared up our resources and remain committed
to this process.

Elizabeth Johanna Siegrist vs Cornelius Johannes Botha t/a C J Botha
Finansigle Dienste and Others, Case Number FAIS 00039/11-12/GF 1

Towards the end of this financial year, this office determined the
case of Gerbrecht Elizabeth Johanna Siegrist vs Cornelius Johannes
Botha t/a € | Botha Finansiéle Dienste and Others, Case Nomber FAIS
00039/11-12/GP 1. The case cracked wide open the myth behind
the supposedly great offering that Sharemax investments (Pty) Lid.
(Sharemax), its alter ego FSP Network. trading as USSA, and its foot
soldiers sold to consumers. During the investigation of this case many
guirstions were ralsed about this unbelieviable money making machine.

Elizabath Slegrist is merely one of the slderly South African consumers
who were made to belleve that Sharemax, using its imestment alchemy,
could pay them a return of 12.5 % per annum, while thelr funds were
safely put away In the attorneys’ TRUST account. They were tald the
meney would be kept sate until such time as the immovable properties
were fransferred into the names of their Sharemax companies,
Zambezi Retail Park (Pty) Ltd,, (Zambezi) and the Villa Retail Park (Pty)
Lid., (Vila),

At thie time financial advisors solicited the investment, Zambezl was
sparsely cccupled and building activities were still going on, while
the now derelict and half built Villa was not clese to being habitable,
Investors are now told that Zambezl will need a substantial amount of
money to complete the access road leading to the shopping centre,
in both cases, the truth is there for all to see. Zambs=zi Is unable to
pay Investors the promised return. The Villa, now an eye sore to the
public and an attraction to vagrants and a variety of miscreants, isa
constant reminder that when an investment sounds too good to be
true, it usually is.

But how did Sharemax and its army of advisors manage to hoodwink
s0 many? Refer to our wehsite: www.fdisombud.co.za

Carel lohannes Weideman and Anna Maria Jacomina Weideman v Huis
van Oranje Beherend Beperk and Stephanus Johannes van der Walt,
FAIS 9071/10-11/MP 1

This is yet another example of the types of complaints that have
occupied the bulk of this Office’s resources. It relates to an investment
in the now defunct Bloubergstrand hotel, referred to as Realcor, its
formal name being Purple Rain Properties 15 (Pry) Ltd tfa Realcor, The
complainants came to know about the public property syndication and
its promoter Realcor from advertisements placed by the respondent in
the print media and on radlo. The investment was touted as one that
was safe, with a return of 12.5% per annum and a possible growth of
0% on capital, The investment was for one year, Investors wefe invited

to double their investment within 4 years. Complainants invested
R708 000.00 of their life savings based on the broker’s assurances
that thelr Investmeants weare safe;

Qur investigations found that the dominant force behind this
miraculous investment, Deonette de Ridder, used brokers 1o interface
with the public. Funds collected frem the public were mised using
prospectuses registered |0 the pames of Grey Haven Riches 9 Ltd
and later, Greyhaven Riches 11 Ltd, The elderly couple, following the
advice of their broker [second respondent), invested in Grey Haven
Riches 8 Ltd and later in Grey Haven Riches 11 Ltd, Both entities were
placed under business rescue on 14 June 20011 and later liguidated,

The demise of companies in the Realcor group®

Fallowlng an investigation commissioned by the Registrar of Banks
[the Registrar), all the companies comprising the Realcor Group were
found to have contravened the Banks Act by lllegally taking deposits
from members of the general public whilst not being registered as
banks. The Registrar issued a directive to Realcor, In terms of Section
83 of the Banks Act, to repay the funds (llegally collected. A manager
was also appointed by the Registrar to manage the repayment process,
Due to the Registrar's intervention, the Realcor Group was unable to
procure further publie funding for its operations; leading to the failure
of many of its subsidiaries:

Loulse Ellen Danielz (in her capacity as executrix of Estate Late
Roelof Charl Germishuys) and Maria Jeanette Germishuys,
vs Bernard Marc Edgcumbe and Others, FOC 3593/09-10 WC (1)
and 3594/09-10 WC (1) '

The second complainant and her late husband Roelof Charl Germishuys
(RCG), were advised by the respondent to invest their retirement capital
into an entity known as Genesis which was marketed as a safe, low
risk investment secured by property. Genesis had about 22 affiliated
entities at the nime. The particular entity into which the complainants®
capital went into was Falrhaven Estate. There wai no question that the
complainants relied heavlly on their retirement capital. In fact, RCG
had taken early retirement due to lliness, On the basis of Edgoumbe’s
advice, they invested their savings into Genesls. The Genesis group’s
leadership prided izelf for not anly running the day to day business
of the company on what they called ‘uncompromised ethics, but en
sound Biblical business principles! In its missian, the group stated
that it wanted to be a mature Christ company, set the trend In funding
the Great Commission, help others to become financially free and
influence others to operate on the same biblical principles. Genesis
played a leading rale in the founding of the South African Association
of Property Syndicators, Genesis was neverthelass liguidated through
the Cape High Court in 2009. When the complainants realised they
had lost their investment, they lodged complaints against Edgoumbe,
gquerying the appropriateness of his advice. In his complaint to the
office, RCG wrote; ‘1 do not understand how a licensed financial advisor

U See abve par 11 of judgmmnt tor Dl AL Solthirn Palacs 285 [Pry] Lic v BMidnaght Starmm
Iriettments 306 [Pry) Cd Wirteen Cage High Caurt, Cate mo 1535572000
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can commit a handicapped risk — averse person like mysell to a life of
destitution when the gevernment is presently battling to provide social
security for every South African citiren. | saved maney for 44 pears
in order to make myself and my wife financially independent In our
retirement. It seems 1o unfair and unreasonable that he may keep all
his assets while | have to walk around with a begging bow!, He has his
business intact and Is young enough to continue building wealth while
| have no chance of warking In my present predicament.”

During the examination of documents furmished by Edgcumbe to the
complainants, it became clear that Edgcumbe had taken no time to
understand the product he recormmended to his clients. As this office
has repeatedly pronounced, the brokers communicated to their clients
what they learn from the ploneers of the schemieand nothing mare.
Brokers as licensed financial services providers must adhere to the
letter of the faw and should not advise clients on products they do not
uniderstand. These products are far more complicated than what they
hear during the product launches.

TRENDS
Criticism that the FAIS Ombud is not independent

in the course of imestigating complaints,. respondents are invited
to submit 8 response to the complaint against them, That response
usually carries both technical defences and defence on the merits, in
particular, Information demonstrating the respandent’s complisnce
with tha FAIS Act and General Code of Conduct, at the time the financial
service was renderad. Returning to the review application brought by
Deeb Risk and Others, v4 the Office of the Ombud and Others®, the
matter was disposed of on 31 July 2012 by the South Gauteng High
Court and an order was made dismissing the application with costs,

There were attacks that were mised in the applicant’s papers on the
independence of this Office.

The applicant’s attack was based on the grounds that the Ombud!

2] s neither independent or Impartial;

b} the person of the Ombud is appointed by the F5B and the Ombud
serves at the pleasure of the FS8;

g) the Ombud does not have the independence of a High Court
Judge or even a Magistrate; and,

d) the Ombud has a close relationship with the FSB

‘I miust stress that it is not my case that the Ombud, in the person of Ms
Bam as @ matter of fact is not independent or is; as a decision maker,
in fact biased against me. My case is that [ have a reasonable suspicion
of bias In that there is, secn objectively, the reasonable apprehension
that the Ombud- whoever may be the occupant of the office - will not
be ahle to bring an Impartial mind to bear on the sdjudication of the
Complaint which is exkacerbated by the consideration that there will not
be evidence on aath or the submission of counsel that could otherwise

" A, D=t Rapmond, and O v The Ombud for Paanoel Seraces Prayidies Case No, 3572111,

8 FALS OMBUD ANNUAL REPORT 2002/13

have persuaded a parnal mind. | allege that there is moreover structural
bias against FSPs given, for example; the disciplinary functions of
the Ombud and the Ombud'y close relationship with the FSB (that
incidentally appointed Ms Bam, )"

This attack has left the office of the Ombud much to ponder about.
In responding to these accusations, one nesds to look at the letter of
the law.

The law

Chapter Vi, section 20 sub sectlon (1] of the Financial Advisary and
Intermediary Services Act (FAIS Act) provides:

There is an office to be known as the Offica of the Ombud for Financial
Services Providers, [FAIS Ombud), The functions of the office are
performed by the Ombud for Financial Services Providers, Sub section
(4) provides, when dealing with complaints, the Ombud is independent
and must be Impartial,

The Aules on Proceedings of the Office of the Ombud for Financial
Services Providers, 2003 in section 2 provide:

In dispasing of a complaint, the Ombud acts independently and
objectively and takes no Instructions from any persan regarding the
exercise of authority,

What one reads from the provisions of the Act and Rules s the
legistature’s intention to ensure independence of the office. But the
applicants In the Deeb Risk matter were clearly referring to their
perception that the Office lacks independence, the cornerstone upon
which any Ombudsman’s work is built and without which Its work
would not be credible,

There is abundance of research relating to the topic of independence
of an Ombud's Office. In his speech on indépendence of the
Ombudsman, Chris Field® had the following to say;

‘Independence for Ombudsman refers to the capacity to administer
their budget without direction, to make employment decisions without
direction and also to not undertake those whole of government
policies that may glve rise 1o the Ombudsman being perceived to be,
or actually being not Independent of Gavernment. It is true Lo say that
when it comes to mast aspects of the operation of the Ombudsmen, it
is bath actually the case as well as what could reasonably be perceived
to be the case that Is actually Important. Ombudsmen must be actually
independent and also be perceived to be Independent.’

The Ombudsman's office, in structure, functon and appearanca,
should be free from outside control or influence. This standard enables
the Ombudsman to furiction as an Impartial and critical entity that
reparts findings and makes recommeandations based salely on & review
of facts and law, In the light of reason and fairness.”

Ui, Dot Buspmaond, and O v The Owribad fior Franciel Secrvices Presddany Cexe He. 38791711,
parngraph SER, foumfmy affidavit

* il juinct Prafessor in the Fadulty of Line o the University of Wiestam Australls and founder
and co-comriimatar ol e i Govermment Aecountatiliny — Liw and Practioe. Westerr -
dunmsiian Qmaudiman, Ombaadumen Wesiprn Australla, Sorang Martiamant = Serving Wemerm
Augrwllany’, § May 2010



Does being independent mean being unaccountable? ommitment stiort of &ll those individuals who devote tt
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DETERMINATIONS

Otto Walter Fourie vs RWP Finansiéle Dienste CC t/a Consult Us Brokers
and Willem Lombard
Case number: FAIS 09477/10-11-GP3

This complaint relates to the rejection of an Insurance claim that was
instituted with the complainant’s insurer,

In 2006, the respondent assisted the complainant to obtain household
and vehicle cover with Zurich, In 2008, the respandent natified the
complainant that the complainant’s short-term Insurance cover had
been moved to B5G Hollard ("Hollard'), When cover was initfally taken
out with Zurich, the complainan infarmed the respondent of all
security features on his property.

In November 2009, an armed robbery took place &t the complainant’s
property, The robbers made thelr way Into the house by forcing apen
the front door which did not have a security gate. After lodging & claim
with Hollard, complainant was notified that his claim was rejected
due to non-compliance with a security requirement. The requiremant
(which was introduced vis endorsement) was that all opening windows
and external doors of the insured property had to be equipped with
burglar bars and security gates, The complaipant contends that the
respondent failed to communicate this requirement to him and as
such he could not comply with the requirement.

Upon investigation It transpired that the respondent had failed in
his duty to disclose the new material term 1o the complainant. The
respondent could also not provide any récord of the advice that was
furnished to the complainant.

Ultimately, the Ombud found that the respondent’s conduct caused
the lass suffered by the complalnant and as such the respondents were
ordered to pay an amount agreed upon between the parties.

Jan Hendrik van der Merwe vs Maree and Rogers Beleggers (Pty) Lud
and Lukas Marthinus Maree
Case number: FOC 23/07-08 WC(1)

This complaint relates to an investment made Into the Blue Pointer
Group of companies.

During March 2005, pursuant to the advice provided by the 2nd
respandent, the complainant purchased Blue Pointer Marketing (Pty)
Ltd ("Blue Painter’) shares to the value of RE0 000.00, According to
the agreement between the complainant and Blue Pointer, the
complainant would receive a dividend of R1 000,00 per month. The
camplainant received his dividends regularly untll early In 2006 when
payments stopped.

Upon investigation by the Office, it transpired that Blue Painter did
not publish financial statements that weneé supposed to be apen
to public scrutiny, Moreover, the shares were unlisted and |lliguid,
There was also ne publicly available information by which members
could judpe the risk associated with the shares. The shares would
thus generally be regarded as high risk. The Ombud reasoned that,

10 FASOMBUD ANNUAL REPORT 2032/13

on the facts presented, the respondent must have been aware of the
risky nature of the scheme and was under a duty to disclose this to
the complainant. The respondent’s fallire to do so thus constituted
negligance and marked a contravention of the code.

The Ombud also dealt with the issue of the llcensing of the respondent.
The letterhesd of the 1st respondent displays the licence number
17202; however, this number belongs to the 2nd respondent’s son
who was not authorised ta render financial services relating to unllsted
shares, The respondent knew this and was under a duty to disclose this
information to the complainant, He falled to do so and such failure was
contrary to the provisions of the Code.

The Ombud thus ordered the respondents to pay to the complainant
the amount of RED 000.00 and interest thereon, to be calcutated from
a date 7 days from the date of the order.

Maria Christina Smit vs Petrus Stefanus Fourie
Casze number: FAIS 01020/08-09/GP1

This complaint relates to an investment made into a company known
as Metwork 2 — The Company Limited tfa Prop Dot Com no.3 ('Prop
Dot Com'}

In 2006 the complainant sold her house and, pursaant to the advice of
the respondent, the complainant invested part of the proceeds of the
sale (R195 000,00) in Prop Dot Com. The complainant contends that
shi requested a risk free investment with the highest monthly interest
rate. Upan concluding the investment, the complainant recelved
regular income payments of R1 706.00 per month commencing April
2007 until it ceased in August 2007,

Upon investigation It transpired that the respondent was not authorised
to sell unlisted shares and debentures. The respondent argued that the
investment was concluded under the license of Blue Pointer, however
Blue Pointer wias never authorised as & financial services provider. The
respondant thus rendered financial services In respect of products on
which he had no autharisation and he failed to disclase his licence
status to the complainant.

Furthermaore, It transpired that Prop Dot Com was a high risk scheme.
The risks inherent in this scheme far outwelghed any potential returns
and the respondent furnished no documents evidencing thit the risks
were disclosed to the camplalnant.

The respondent also had a duty to maintain a record of advice ["ROA")
given to the complainant. The ROA furnished by the respondent
consisted of a single page which was basically a "bck-box template’
requiring the prospective client to tiek ‘YES” or 'NO' regarding whether
or not certain compulsory disclosure were made. In short, the ROA
marely paid lip service to the FAIS Act and the provisions of the Code

The respondent was negligent In failing to advise the complainant
in accordance with the Code of Conduct, This failure resulted In the
complainant’s loss. Ultimately the Ombud found that had it not been



Theodore Edwin Hill vs Bulls Eye Financial Consultants (Pty) Ltd
and Craig Shelley
Case number: FAIS03161/09-10/GP1

Leonardus lohannes Labuschagne wvs Willlams Maree Financial
Advisors CC and Johannes Antonie Willlams
Case number; FAIS 01128/11-12/GP3

Sydwell Shangisa
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Christoffel Schutte vs R&S Walsh Investment Consultants CC, Ronald

Walsh and Guy Coleman
Case number; FAIS 03984,/09-10/EC1

David Davidson
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such conclusion. In fact the complainant was previously employed
as & foreman at his brother's amusement park: his highest level of
education s a standard &

In response to the statement 1 would like to get as much long-term
growth from my Investment portfollo as possible, even if It means
dramatic ups & downs on 2 year to year basis in my Investment
returns,’ the complainant ticks the Strongly Agree’ box. Yet there is
nat a single decument evidencing that the complainant was alerted
to the real implications of such a statement or the potential canflict
with his requirement to access funds on a regular basis. In essence the
nead to withdraw funds during a dramatic downturn both compounds
and irreversibly Tocks in losses unless the income drawdown is either
dramatically reduced ar stopped antirely.

The office pointed out to Walsh that “the advisor should have explained
and documented the reasons for the advice glven to the complainant
as well as the reasons as to why the products recommended are likaly
to satisfy the complainant’s needs and objectives (section 9 of the
General Code of Conduct)' In particular the complainant should have
been alerted to the risks of the investment as required by section 7 [1)
() [xiii) of the Ganeral Code. Clearly, none of which eccurred.

Whilst Coleman himsell attempted 1o shift the blame to Walsh, not
only was he a key individual but the primary point-of contact with
complainant respansible not only for advice bul the completion or lack
thereof, of the compliance documentation,

Respondents were held jointly and severally llable, the one paying the
other to be absolved, to pay the amount of R494 392.42 plus Interest
at the rate of 15.5%, per annum, sevan (7) days from the date of this
order to date of final payment.

Carel and Maria Weideman vs Huis Van Oranje Beherend Beperk and
Stephanus Van Der Walt
Case number: FAIS 09071/10-11/MP1

A devalopment known as the Blasuwberg Beach Hotel 1s at the heart
of this complaint. Whilst the Hotel was held within Midhight Storm
Investments 386 Limited, the scheme was promoted by Purple Rain
Properties 15 (Pty) Ltd t/a Realcor Cape. The pramaoter was invalved in
the acqulsition and development of commercial properties, There are
two other entities namely Grey Haven Riches Limited, (Riches 3) and
Grey Haven Riches 11 {Riches 11} referred to as investment companies,
Riches 11 had secured the right to purchase the shares of Midnight
Storm immediately upon completion of the Blaauwberg 8each Hotel,
only in the event the shares were sold in full,

Riches 9 and 11 were the entities In which the Investments were
actually made.

Uitimately the scheme falled when an investigation commissioned by
the Registrar of Banks found that the Realcor Group had contravened
the Banks Act by lllegally collecting deposits from the public whilst
not registered as a bank. Complainants aver that they came to know

about the Beach Hotel and Realcor from respondents’ advertisements
in print media and on radio. Van der Walt, who acted on behalfl of the
first respondent, recommended the investment on the basls of high
roturns in a safe investment,

Thee shares were however unlisted and considered risk capltal; meaning
investors could lose their capital or a substantial portion thereof, Yet
nowhere In the respondents’ papers Is it evident that van der Walt
advised complatnants that they were at risk of losing their retirement
savings. That the complainants signed a record of advice |n terms of
section B{4) of the Code does not assist the respondent in that he
requesied the complainant to sign pre-completed documents without
explaining the contents of such documents or the conseguences of
signing them. Further he cannot provide any basis for considering the
two entities as investments into which the complainants whao are both
pensioners could invest,

The bullding was nowhere near completion, yet investors cantinued
to receive the so called income, a fact which should have mised
suspicions on the part of the respondents. The probability that the
tncome was actually investment from new entrants into the scheme Is
overwhelming. This is why when the Registrar of Banks stepped in, and
income paid to investors ceased.,

Yet in his version, van der Walt argues contrary to objective evidence,
that the product is In fact low risk, thus rendering the advice to
complainants thiat the Investments in Riches 9 and 11 were sale
investmants, & violation of section 2(1) (a) {i} of the Code which
requires that representations and information provided to a cliemt
must be correct.

Respondents were held |ointly and severally llable to pay Caral
Weideman R430 000.00 and Anna Weideman R265 000.00 plus
interest on the aforesaid amounts at the rate of 15.5% per annum,
seven (7] days from date of this order to date of final payment.

Denis James Schmidt and Margaret Schmidt vs Tradefirst 2071 CC t/a
Status Insurance Brokers and Christaffel Johannes Nel
Case number: FOC 5610/10-11/KZN1

The complainants in the matter were both retired persons aged 71
and 68 years old respectively. They alleged that when they met the
respondent they explained to him that they relied an the Income
from their Investments to pay for thelr day-to-day living expenses.
The respondent reacted by assuring the complainants that the Villa
was a secured jnvestment with no risk which led to the complainants
investing a total of R320 000.00 into Sharemax The Villa Retail Park
Holdings Ltd,

On page 6 of Prospectus 19 of the Villa, Investors are warned that
the shares on offor are unlisted and should be considered as a risk
capital investment, Had the Respondent performed the necessary
investigations he would have realised the extent of the risk.

The crux of the Respondent’s argumeant is that he did not advise the

FAIS OMBUID ANNUAL REPORT 201273 173



Kgomo vs Abu Benitslus Insurance CC and Sipho Benitsius
Case number: FAIS D1367/09-10/GP3

Pamela Mary Short vs Nigel Henson & Associates CC and Nigel Henson VEMLL th |
Case number: FOC 3883/06-07/KINA

Ashley Percival
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as suggested respondent requested a guatation for the 747 policy;
although advised by the Sanlam representative that this policy would
alsa likély be declined as the criteria were the same for both palicies
the respondent insisted on the quote which he accepted on the 26th
October 2007, When asked by the Santam representative for the
inception date the respondent replied ‘It should have been yesterday,
The accident had already occurred by then.

Additionally, the complainant, who worked In a call centre, had
recorded a conversation with the respondent on the 23rd October
2007, In short this confirmed the complainant’s version that he was
informed by the respondent that cover was in place.

The Ombud held that In previding false information the respandent
had contravened several sections of the Code, in particular section
2 which requires that financial services be rendered, Honastly fairly,
with due sklll, care and diligence, and in tha Interests of clients and
the Integrity of the finandal services Industry; and section 3 (1} [a)
() which provides that ‘when a provider renders a financlal senice
- representations mate and information provided to a client by a
pravider must be factually correct.”

The respondent’s conduct caused the loss in that had the complainant
been aware that his vehicle was not insured he would have taken
alternative steps to insure his vehicle,

After taking the excess into account the Ombud awarded complalnant
an amount of RE7 494,53 plus interest at the rate of 15.5% per annum,
seven (7) days from the date of this order to date of final payment.

Aletta Susanna Minnie vs Johann Frederick van 2yl, Salmon Christofell
Viljoen, Johannes Gerhardus Erasmus and Johan Jankowitz
Case number: 06244/09-10/ MP1

The determination concerns the complaint’s  investment In thres
property syndication ventures promoted by Propspec Investments,
which were In turn primarily represented by van 2yl a5 their authorized
representative, the key Individuals being | G Erasumus, | lankowite
and 5 C Vlljoen, The scheme falled and despite numerous assurance
aver several years, of a potential buyer for the schame and return of
investor's funds; to date this has not materalized.

The syndications were Grey Haven Riches 15 Limited, Propmed
(R200 000.00), Grey Haven Riches 19 Limited, Olympus Ridge

{R100 000.00) and Ruimsig Gardens Propeties Limited (R200 000.00).
Tha investments were made with the object of earning a monthly
income of &3 000,00 per month; the R20 000.00 invested with
Ruimsig being Intended as a short term capital growth investment.

The advice in respect Grey Haven Riches 15 and 19 was rendered by
van Zyl as the advisor, whilst sccompanied by 8 Mrs Heidi de Villlers,
the broker eansultant. With respect te the Rulmsig investment |t was
de Villiers who Independantly approached the complainant.

According to the complainant she expressly stated on several occasions

to van Zyl that the money was the last of her savings and that she was
a pensioner. She was assured by both de Villiers and van Zyl that her
monegy would be safe and would be placed In trust.

The complainant denies having been alerted to the rigks or even having
received a prospectus for any of the investments, According to van Zyl
however, when he co-signed the documentation for the Investments,
he was assured by de Villiers that the economy, inflation and other
risk factors that could Influence the Investment in terms of risk were
explained to the complainant.

However, and despite having repdered advice; amongst the flle of
pagars provided by the respondent there was not so much as a risk
profile, needs analysis or any documentation that would In any way
evidence the slightest attempt on the part of the respondent to
understand the complainant’s needs prior to recommending the
products. This Is & contravention of section 8{1)(a) of the code which
requires that 2 provider take reasonable steps to seek from the client
apprapriate and avallable infarmation regarding the client’s financial
situiation and experience.

There was cerainly no evidence whatsoever that the complainant
was appraised of the risks; the Ombud finding that the products
recommended wers unsuitable to the complainants nesds, and
accordingly the recommendations violated almost every aspact af the
General Code. It follows that the complaint was upheld with all the
respondents being ordered to pay, |ointly and severally the sum of
RIOO 000,00, In respect of the R20 000.00 Invested in Ruimsing, given
that van 2yl never rendered the key individuals Viljoen, Erasumus and
Jankowitz were held jointly and severally liable

Pieter and Jillian Wessels vs Clyde Langley and Levator Wealth CC
Case number: FAIS 7434/10-11/KZN1 & FAIS 7435/10-11/KZN1

The complainants are married pensioners aged 74 and 71 respectively,

No longer able to work, the complainants had been lving off their
retirement capital invested in the likes of Sanlam’s glacier and ABSA
Bank savings accounts. These existing Investments were maturing
and hence available for reinvestment, Attracted to an advertissment
promating Sharemax, placed by respandents in a local newspaper the
complainants made contact with Langley. A promised 12% per annum
return, as wall as assurances that Sharemax was both “the safest
property ihvestment that was available™ and “an investment safer than
a bank." Thus assured by Langley the complainants virtually drained
their savings accounts to jnvest in The Villa Retail Park Holdings 2
Limited (The Villa}. UWbmately Pieter Wessels Invested R740 000.00
and Jillian Wessels R720 000,00,

The complainants make mentlon of baing overwhelmed with
information, brochures and prospectuses. When asked to explain
how Sharemax was able to pay 12% thersby outperforming the
banks, Langley responded by stating that ‘the banks were charging
the developer 17% Interest to fimance the operation, Sharemax were
lending maoney to the developer at 14%, thus saving him 3%, their
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benefit was this difference between 11% and 12.5%, which they were
paying their Investors. OF significance to the complainants is that
even after the Reserve Bank started to question the Sharemax model,
Langley continued to advise them to invest in Sharemax stating that
they should not bellave the rumours and Instead stating that instead
of being paid 12% interest they would be pald 2 dividend of 10% free
of tax,

Common sense should have dictated that respondents stop all further
investments, that they did not, leads to the conclusion that they were
metivated by the lucrative commission and were no longer acting in
the interests of their clients.

Itwas made abundantly clear to the respondents that the complalnants
were not able to risk any part of their capital. Langley does not dispute
that he told the complainants that this was a safe investment or that
the complainants wanted their capital to be safe. Yet In complete
cantradiction thereto, the respondents sought to rely on the fact that
the complainants signed application forms which themselves contain
a warning that the Sharemax product comes with risks. These contain
warnings regarding a lack of lhquidity as well as the fact that neither the
capital nor income is guaranteed.

The respondents ignored their own risk assessment of the
complainants, which amounts to reckless conduct in breach of the
code. In fact over the course of 18 months, there were aight separate
investments, all of which were In the sams asset class, namely
Sharemax. The respondents falled to offer the complainants a cholce
of products,

In that the Sharemax investment replaced existing products the
respandents were obliged to comply with section 8 (1] (d) of the
Code. In particular the respondents had to comply with subsection
(v} which provides that full details of *material differences between
the Investment risk of the replacament product and the terminated
product” had to be provided. There was no: compliiance with this
provision,

The complainants now struggle to survive on a meagre |ncome; they
receive no income from the Sharemax Investments and belleve that
their capital is Jost.

The Ombud hald the respondents jointly and severally liable to
compensate Pleter and Jillkan Wessals, In the amounts of R740 000,00
and R720 000.00 respectively plus interest thereon at the rate of
15.5% per annum, seven [7) days from date of this order to date of
final payment.

lona Cowan vs Marthinus David Ras and Perfecsure Lewens (Pty) Ltd
Case number: FAIS 05862/10-11/WC1

The complainant was advised by the respondent to invest RB00 000.00
in The Villa to supplement her income, The complainant alleges that
the respondent did not discuss nor present any other options to her,
The respondent maintains however that he enquired Into whether

16 FASOMBUD ANNUAL REPORT 2012/13

she had an emergency fund to which she replied she had sufficient
funds; including ar amount of R100 000.00 which she intended to
use to modify her house Into-a guesthouse also with the intantion al
supplementing her income.

The respondent saw the complainant at a later stage where she asked
him what her option: would be If she wished to sell her share, He
advised her that another buyer would have to be found and that it
would cost 10% of the Investment unless he could find another buyer
which could patentially result in a loss.

The crux ef the respondent’s response to the Office was that he was a
representative of USSA at the time, The Ombud eguated the licensing
agreement between the section 13 representatives and USSA as hiring
a licence to trade in financial products the brokérs would otherwise
not be allowed to. Section 5 of the Code requires that the seryice
provider make a full written disclosure as to his status and contractual
basis under which they operate, This is a risk issue that a client needs
to take (nto account at the ansel

The respondent had no experience In the field and was also not
knowledgeable enough to interpret and convey the essence of the
prospectus in a simple and meaningful manner to the complainant.
The complainant received neither income nor capital. As 8 result,
because the complainant’s investment was made following the
respondent’s advice, the Ombud held that the respondent was lable
to compensate the complainant for her REOD 000.00 loss.

Johannes Petrus Snyman vs Souvenir Finansiéle Dienste
and Pieter Andries Swanepoel
Case number: FAIS 09947/10-11/GP1

The complainant appeointed the respondent as his financial advisor,
When the complainant suffered a heart attack, he was assisted by the
respondent in submithing a successful claim with his insurer,

Shortly after the proceeds of his claim were paid to the complainant,
the respandent informed him of an Investment opportunity where
he could double his money in three months. A meeting was arranged
at the respondent’s residence where the complainant met the two
individuals behind the bank gusranteed [nvestment structure, The
complainant deposited RIN0 000.00 into the bank account of the
respondent's employee.

The respondent’s defence that he did not render financial services to
the complainant, was dismissed by the Office as all evidence indicated
otherwise.

On the issue of compliance with the Act, the respondent’s own
admission that he did not have the relevant knowledge, skills and
experignce  nacessary o advise the complainant appropriately
on the bank guarantesd Investment proved damning. The Office
requested the respondent to explain what exactly the ‘bank guarantes
investment structures’ were, who DTME was and how It was possible
to generate such inflated returns. The respondent falled to respond.



Leshie Arniel Mojela vs Estene Brokers and Christine Botha
Case number: FAIS 00150/08-09/GP3

Fransisca Van Zyl vs Johan Van Der Walt i ; i whi ! I
Case number: FAIS 04751,/09-10/MP1 [ I jeeding t istruction the broker provided a quote from

Malanee Murugan Modise
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Quintanie CC vs Sencla Financial Services CC and Jose Baz Cortizo
Case number: FOC 2460/07-08/GP3

FROM LEFT TO RIGHT
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SETTLEMENTS

Complainant: Van Dyk
Issue: Fallure to provide a reasonable and appropriate general
explanation of the nature and material terms of the contract.

The complainant had sought financial advice from a representative
of the respondent In relation to securing his oulstanding bond. The
complainant required a life cover policy with disability benefits, A
policy was ssued, which the complainant presumed covered his
requirements. Sometime later, the complainant was injured at work
and was unable to perform his duties. He was subsequently released
from his employmeant. The complainant lodged a claim for disability
under the policy. His claim was rejected on the grounds that the policy
only provided cover in terms of physical impairment. Aggrieved by the
respondent’s failure to have provided him with disabillty benefits, the
camplainant turned to our office for assistance.

The respondent was equasted to provide documentation showing
that the representative had explained the difference between Physical
Impalrment and Disability.

The respondent respanded by making an offer to the complainant,
which was accepted in full and fmal settlement.

SETTLEMENT: R 20 000.00

Complainant: Wiid
Issue: Fallure to disclose the actual and potential financial implications,
costs and:wmquen:u of the replacement product.

The complalmant alleged that he was advised by his financial advisor,
a representative of the respondent, to replace an ealsting investmeant
at Insurer A with a similar investment offered by the respondent. The
complainant alleged that the respondent’s representative assured
him that he would not pay any commission, After receiving his policy
schedule for the new investment, the complainanmt noticed that
commission had been collected from his investment. After numerous
attempts to have the matter resolved the complainant turned to this
Office for assistance.

The matter was directed to the respondent who argued that the
complainant had consented to the commission by signing both the
quotation and the application form, This Office however directed the
respandant’s attention to its own documentation which reflected that
the palicy had been issued with a "100% allocation.” This, In our view
appeancd to have created the illusion that commission should nat have
bean deducted, but rather that all the funds paid in by the complainant
had been Invested.

The respondent agreed to repay the commission which was accepted
by the complainant.

SETTLEMENT: R 44 533.17

Complainant; Twynham
Issue: Fallure to act with due skill care and diligence in the best
interests of the complainant.

The complainant's late father had approached the respondent

to replace his extsting Iife policy with a life policy from another life
insurer, The policy was due to commence on 8th September 2011. The
complainant’s father however passed away on 3 September 2011, 5
days before the new life palicy commenced. It appeared that by this
time the existing policy had been cancellod,

The complainant, on behalf of the deceased’s estate, lodged a
complaint with this Office arguing that the respondent had a duty to
ensure that the new policy was in pltace before cancelling the existing
one. The complaint was sent to the respondent requesting it to elther
resolve the matter with the complainant, alternatively to revert with
a response to the complainant’s allegations. The respondent advised
that the premium for the existing policy had been payable on the 10th
of every month — in ather words that the existing policy’s cover was
in place up until the 10th September 2011, Therefore the new policy
wolld have Incepted while the old policy was stil| in place.

Our Investigations however revealed that this was not the case.
The specific terms of the existing policy provided that although the
premiums were deducted on 10th of every month, the benefits were
only applicable for that specific calendar month, and that by ‘cancelling
the policy effective 31 August 2011, no benefits were provided for
September 2011, This Dffice was of the view that the respondent’s
failure to adeguately familiarize himsall with the terms and conditions
of the replaced policy had allowed the deceased to labour under the
misconception that he had enjoyed cover.

The respondent agreed to make an offer to the complainant, which the
latter accepted.

SETTLEMENT: R 400 000.00

Complainant: Ballim

Issue: Failure to provide the client with reasonable and appropriate
infermation that would reasonably be expected to enable the client to
make an informed decision.

With the assistance of the respondent, the complainant applied for
medical #ld cover. Unbeknown to the complainant the cover was
granted with a three month general waiting period. The complainant
subsequently incurred medical costs in the 1st three months and
lodged a claim for reimbursement with the medical scheme, The claim
was declined due to the three month waiting period restriction.

The complainant approached this Office alieging that the respondent
had assured her that she had full cover from Inception. Our office
appreached the respondent requesting proafl that firstly, the waiting
period had been disclosed; and secondly, that the complainant had
been put in a position to make an informed decision. We further
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highlighted the reguirement to furnish factually correct information to
aclient. In turn, the respondent agreed to settle the complaint.

The complainant accepted the offer,
SETTLEMENT: R 10 000.00

Complainant: Kose

Issue: Fallure to render the financial service In accordance with the
contractual relationship and reasonable requests or instructions of the
client.

The complainant took out @ home [oan with the respondent and had
instructed the respondent to arrange for a home loan protection plan
in respect of the loan. When the complainant’s wife passed away, he
lodged a claim with the respondent under the home loan protection
plan in place, 1t was at this stage that the complainant discovered that
his request had not been adhered to and approached the respandent
to enquire about the plan. The respondent was evasive and did
not provide the complainant with the necessary assistance. The
complainant accordingly approached our Office for assistance In this
matter.

We referred the complaint te the respondent and requested a
comprehensive reply to the complaint. The respondent could not
provide any relevant complignce documentation evidencing that
the complainant detlined the home loan protection plan. In fact,
the finance application forms reflected that the complainant had
reguested this cover.

In light of the evidence the respondent agreed to settle the outstanding
loan amount.

SETTLEMENT: R 395 023.00

Complainant: Van Boetticher

Issue: Failure to render financial services honestly, fairly, with due skill,
care and diligence, and in the Interests of clients and the integrity of
the financial services industry.

The complainant sought investment advice from the respondent after
having recelved a lump sum pay out from her divorce settlement. On
the respondent’s advice the complainant invested her lump sum of
R1 milllon Into a single premium investment which would yield
a menthly income, which in turn was used to fund a monthly premium
of R30 000.00 for an endowment investment. Sometime later, the
complainant discovered that her initial lump: sum investment was
rapidly depleting doe to the fact that the endowment’s premium
was being funded from the capital of her single premium investment
and not as she had thought, from the interest of the nvestmeant.
Furthermore, It appeared that the respondent had increased the
premium from R3O0 000,00 to RS0 000.00 per month. As she could
no lenger afford the manthly premibms of R 50 000.00, she was
compelled to surrender the endowment. The complainant was
however surprised at a heawy penalty she had to incur as a result of
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the surrender.

The complainant approached our office Tor assistance alleging that she
had been misled by the respondent who had falled to inform her that
she would suffer a financial loss In the form of penalties should she
stop contributing towards the Investment. She further alleged that all
commissions and fees were not properly disclosed or even negotiated
prior to the inception of the policy.

The camplaint was referred to the respondent for his version of events.
The respondent refuted liability as he believed that all disclosures
where made to the complainant and he acted in accordance with
the relevant legislation. The respondent was thereafter requested to
provide documentary evidence substantiating his statement that ail
disclosures wera made Including proof that the complainant agraed
to the commission for the higher monthly premium, proof that the
advisory fee, terms and conditions were expiained to the complaimant,
compliance doctumentation demonstrating why the inltial monthly
premium was changed from R30 000.00 p.m, to RS0 000.00 and proof
that the complainant was made aware that she would pay penalties
should she surrender the Investment within the first 5 years,

The respondent was unable to furnish the necessary compliance
decumentation requested from him. A recommendation was therefore
made to the respondent to settle the complaint, The respondent made
a full and final offer which was accepted by the complainant.

SETTLEMENT: R 60 000.00

Complainant: Meandes

Issue: Fallure to render the financial service in accordance with the
contractual relationship and reasonable requests or Instructions of the
client.

The deceased purchased avehicle at a dealership and had sought advice
from an F&| Manager on the various insurance options available to
him. During this meeting, the deceased accepted an Auto Settlernant
Palicy. Due to his existing [liness [dizbates] which was distlosed during
application, the cover was restricted to death and retrenchment cover
only. The deceased accepted this cover on these grounds. Theinsurer
thereafter sent a letter 1o the respondent requesting the deceased to
sign @ disclosure notice and acceptance declaration prior to Inception
of the policy. It is unclear whether this letter was ever brought to the
attention of the deceased, Upan the deceased'’s death, the complalnant
whao Is the insured’s son and executor of his estate, lodged a daim with
the insurer. The complainant maintains that the deceased was under
the impression that the request for death and retrenchment cover had
been granted as he had never been infarmed that such cover was not
initiated and had clearly expressed his inténtion to take out the credit
life palley.

The complainant approached our Office for assistance after being
unsuccessful In his endeavours to resolve the matter with the insurer,
The respondent In their response alleged that they had contacted the
deceased telephonically and had during such conversation



recefved an instruchon that the deceased no longer wished to take
out the credit lIfe Insurance with restricted benefits. The respondent
could however not provide any documentation or record confirming
the purported telephone call or any other communication with the
insured regarding the policy

Based on thelr inabillity to provide documentary evidence of thelr
submissions, the respondent offered to pay R597 100.76 in settlement

of the deceased’s account

The complainant accepted this offer in full and final settiement of the
matter

SETTLEMENT: R 597 100.76

Complainant: TT.v M

Issue; Failure to adhere to the obligations and requirements imposed
by the general code of conduct for authorised financial services
providers and representatives, when client funds are received.

The complainant had completed an investment application form with
a representative of the respondent and had authorised the transfer of

the funds. Subsequent to the completion of the application form, the
representative had vacated his position with the respondent, and the
application was never processed which resulted In the complainants
funds baing transferred to a suspension account,

When the complainant became aware of the respondents fallure to
allocate the funds as per the signed application form, he requested
that he be provided with a full refund of his capital together with the
growth he would have enjoyed had the funds been invested as per his
Instructions.

The matter was directed to the respondent who Tailed 1o adhere to
the complainants claims for a refund, as the complainant had not been
able to provide prool of payment. The respondent was reminded that
the transaction had been a replacement of an existing investmeant alio
with the respondent, and that an unfair burden of proof had b#en
placed upan the complainant.

The respondent agreed to the refund as requested by the complalnant

SETTLEMENT: R102 219.95
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TECHNICAL TEAMS
CASE MANAGEMENT

LEFT TO RIGHT (BACK ROW)

LEFT TO RIGHT (FRONT ROW)

LEFT TO RIGHT [BACK ROW)

LEFT TO RIGHT (FRONT ROW)
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CASE ADMINISTRATION

ADJUDICATION SUPPORT




STATISTICS

FOR THE YEAR ENDING 31 MARCH 2013

GROWTH IN NEW COMPLAINTS

4288
2124 2653 2764
2005,/ 2006 2006/2007 2007/ 008 2008/ 2009 20092010 2010/2011 20112017 2012/2013
FINANCIAL YEAR TOTAL NO OF NEW JUSTICIABLE l" usticiable complaints
COMPLAINTS  COMPLAINTS
2005/2006 3806 666 * TN S GRIPNI
2006,/ 2007 4484 1320
2007/2008 5720 1133
2008/2009 T41l6 2124
2008/2010 T647 2653
2010/2011 Jod4 2764
2011/2012 8821 3547
2012/2013 9949 4288

HOW NEW COMPLAINTS WERE DEALT WITH
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WHERE DO OUR COMPLAINTS COME FROM

WHAT PRODUCTS DO PEQPLE COMPLAIN ABOUT
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REFERRALS TO OTHER

Other Forums

Financial Serices

Ombud for Banking Services

National Credit Regulator

Credit Information Ombud
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o
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|
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ALL YEAR
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GROWTH IN DETERMINATIONS

= -

QUANTUM SETTLED / DETERMINED

FINANCIAL YEAR
2005/2006
2006/2007
2007 f2008
2008/2009
2003/2010
2010/2011
2011/2012
2012/2013

=] S C =

-y - e - -

o =] =] e =

=] (=] - (-
1 i

QUANTUM SETTLED / DETERMINED
R 6,500,000

R 10,059,578

R 14,154,868

i 3?7,’915.15"2

R 24,986,681

R 34,784,240

R 44,112,534
R 51,055,518

2010/2

% DIFFERENCE

40.70%
132.54%
-24.09%
30.21%
26.82%
15.74%
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STAFFING

AS AT 31 MARCH 2013

LEFT TO RIGHT {BACK ROW)

LEFT TO RIGHT (MIDDLE ROW)

LEFT TO RIGHT (FRONT ROW)

ABSENT

STAFFING 2012 -2013

Total number of staff
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STAFFING

African Male

Alrican Female

Coloured Female

Indian Female

Inctian Male

White Female

White Male

) B X

Population group Femnale Male
Afrian %6 5% 5 1%
Coloursed 2 4% 0 o
Indian Fi 4% F 4%
White 5 10% 7 14%
Foreign 1] 0 0 0
Total 3%

[
v
g
-
u

Representation at management levels

Layel Executive management Senior and middle management
Female Mile Female Mala

African 1 | i

Indian 1 - - ]

White 3 1

Coloured -

Foreign

Total 2 d 1] 3
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SKILLS AND QUALIFICATIONS

Employees with highest qualification

Qualification Numbes

Minlama nr HaHans] Cartiiear )
Diploma or Mational Certificate 3
Undergraduate Degres

Postaraduate Degree/Diploma/Certificate

Total

AREAS OF SPECIALISATION

Specialisation
Law
Finance & commerce 7

CFP 5

Combination of law/Commerce and CFP J
I:"".E!' na |!.'T'!,- .',':i.';llr--:E,'ni-'_':r.S -\.
Other armas

Staff members currently enrolled

for further study

LLa

Financial Planning qualification 2
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THE OFFICE OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2013

FINANCIAL STATEMENT

Mr lean Goodey

THE REPORTS AND STATEMENTS SET OUT BELOW COMPRISE THE FINANCIAL STATEMENTS PRESENTED TO THE PROVINCIAL LEGISLATURE:
34

35 -36
37

38

39

40

41

42

43 -50
51-58
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THE OFFICE OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2013

ACCOUNTING AUTHORITY’S RESPONSIBILITIES & APPROVAL

The members are required by the Public Finance Management Act (Act 1 of 1999), to maintain sdequate accounting records
and are responsible for the content and integrity of the financial statements and refated financial information included in this
report. It is thie responsibility of the members to ensure that the fAnancial statements falrly present the state of affalrs of the
entity as at the end of the financial year and the results of its operatons and cash flows for the pariod then ended. The external
auditors are engaged to express an independent opindon on the financial statéments and are given unrestricted access to all
financial records and related data

The financial siatements have been prepared In accerdance with Standards of Generally Recognised Accounting Practice
[GRAP) Including any interpretations, guidelines and directives issued by the Accounting Standards Board,

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonablle
and prudent judgements and estimates.

The members acknowledge that they are ultimately responsible for the system of internal financial control established by the
entity and place considerable importance on maintaining a strong control environment. To enable the members To mest these
responsibilities; the accounting authority sets standards for internal control almed at reducing the risk of error or deficit in a cost
efiective manner. The standards include the proper delegation of responsibilibes within a clearly defined framework, effective
accounting procedures and adequate segregation of duties to ensure an acceptable lével of risk. These controls are monitored
throughout the entity and all employees are required to maintain the highest ethical standards in ensuring the entity's business
is conducted In a manner that in all reasonable circumstances is above reproach. The focus of risk management in the enfity ks
on identifying. assessing, managing and monitoring all known forms of risk across the entity. While operating risk cannot be
fully eliminated, the entity endeavours to minimise [t by ensuring that appropriate Infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined procedures and constraints.

The members are of the opinion, based on the information and explanations given by management, that the system of internal
cantral provides reasanable assurance that the financial records may be relled on for the preparation af the financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance

against material misstaternent or deficit

The mambers have reviewed the entity's cash flow forecast for the vear to 31 March 2014 and, in the light of this myiew and
the current financial position, they are satisfied that the entity has access to adequate redources to continue in operational
existence for the foreseeable future

The financial statements set out on pages 38 to 58, which have been prepared on the going concemn basis, were approved by
the accounting authority on 31 May 2013 and were signed on its behalf by

—
Chairperson FAIS Ombud
Abel Sithale Noluntu Bam
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THE OFFICE OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2013

AUDIT COMMITTEE REPORT

We are pleased 1o present our report for the hinancial year ended 31 March 2013
Audit Committee members and attendance
The Audit Committes Is-a sub-<committes of the Board of the Financial Services Board and consists of only non-executive

Board members, During the current year & meetings were beld. The Audit Committes consists of the members fisted
B ¥
hergunder

Name of membar Mumber of meetings attended
| Mogadime {Chairpersan) -
D Msaml B
Pl Sutherland B
H Wiltan 4

Audit Committee’s responsibility

The Audit Committes reports that It has complied with its responsibilities arsing from section 51{1)(a) of the Public Finance
Management Act, 1999 [Act No. 1 of 1999 - the PFMA) and Treasury Regulations 27.1. The Audit Committee reports that It has
adopted appropriate formal terms of reference as its Audit Committee Charter, has regulated its affairs in compliance with this
charter and has discharged its responsibifities as contained therein. There is a Risk Committee in place, which shares
responsibility with the Audit Committes for risk management

The effectiveness of intarnal control

The system of internal contrals applied by the entity over financial and risk management s effective, efficient and
transparent. In ling with the PFMA and the King 11l Report on Corporate Governance requirements, Internal Audit provides
the audit committee and managament with assurance that the internal controls are appropriate and effective. Thisis
achieved by means of a risk based internal audit plan, internal audit assessing the adequacy of controls mitgating the risks,
a5 well as the identification of corrective actions and sugeested enhancements to the cantrols and processes. From the
various reparts of the Internal Auditors, the Audit Report en the financlal statements, and the management report of the
Auditor-General of South Africa, It was noted that no matters were reported that indicate any material deficiencies in the
system of internal control or any deviations therefrom. Accordingly, we can repart that the system of internal control over
financial reparting for the period under review was efficient and effective

Evaluation of financial statements

The Audit Cammittes has

¢ reviewed and discussed the audited financial statements to be Included in the annual report, with the Auditor-General and
the Accounting Authority;

»  reviewed the Auditor-General of South Africa’s management report and managemant's response thereto;

 reviewed the entity's compliance with legal and regulatory provisions;

The Audit Commites concurs and accepts the Auditor-General of South Afnca’s report on the Anancial statements, and 5 of
the opinion that the audited financlal statements bé accepted and read togetherwith thereport of the Auditor-General of South Africa

Internal audit

The Audit Committes |5 satisfied that the internal audit function s operating effectively and that it has addressed the risks
pertinent to the entity and it< audits

Auditor-General of South Africa

The Audit Committee has met with the Auditor-General of South Africa to ensure that there are no unresolved jssues,
\W “I IEEL ‘
1. Mogadime
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THE OFFICE OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2013

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE OFFICE
OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS:

REPORT ON THE FINANCIAL STATEMENTS

INTRODUCTION

| have audited the inancial statements of the Office of the Ombud for Financial Services Providers et out on pages 38 lo 58
T I hie statement of finan: LA | I 1 I atTin: T 1 5T
B I I rnd th 161 1l itemierit i <] 1 [ I ] mprisl I ATy IMcar
HINE § T thg | M tion

AUDITOR-GENERAL'S RESPONSIBILITY

Ny responstbility Is to express an opinion on these financial statements based on my audit. | conducted my audit in accordance
with the Public Audit Act of South Africa, 2004 [Act No. 25 of 2004 - PAA); the Genenal Notice Issued in terms thereof and

Imternational Standards on Auditing, Those standards require that | comply with ethical requiremants and plan and perform

An audit involves performing procedur ut amounts and disclosures i financi
statements. The i ding £ assessment of the ris THILETID
misst: T TAKINE S8 Il ISsEsSmEnts,

i the fin tar

Afing the approprialeness ol accounting policies used
and the reasonablenass of arcounting astimates made Y managemeant, as wiell @5 eva uatng tne overall presentanon of the

fnancial statements. | believe that the saudit evidence | have obtamned sUInMciIEnt and appropriale 1o provide & basis far my

| believe that the audit evidence | have obtained is sufficient and eppropriate to pravide a basis for my audit opinion

In my epinian, the Ainancial statements present iy, (noall material respects. the financial position of the Office of the Ombud

for tha vesar then ended |r

accordanca with 5A Standards of GRAP and the reguirements of PEMA and the reguirements of the FAIS Act
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THE OFFICE OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2013

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

I

There In accordance with the PAA and the General Notice Issued in terms thereal, we report the following findings refevant
to perfarmance against predetermined objectives, compliance with laws and regulations and intermal cantrol, but not for the
purpose of expressing an opinlon.

PREDETERMINED OBJECTIVES

8

10.

1.

| performed procedures to abtain evidence about the usefulness and reliability of the Informatian in the annual performance
report as set out on pages 59 to 61 of the annual report.

The reported performance against predetermined objectives was evaluated against the overall criteria of usefulness and
reflabliity. The wusefulness of information i the annual performance repart relates to whether it is presented in accordance
with the National Treasury's annual reporting principles and whether the reported performance & consistent with the plannad
objectives. The usefulness af information further relates to whether indlcators and targets are and relevant as required by the
Natlonal Treasury Framework for managing programme performance information,

The rellabllity of the information in respect of the selected objectives |s assessed to determine whether it adequately reflects
the facts.

There were po material findings on the annual performance report concerning the usefulness and reliability of infarmation.

COMPLIANCE WITH LAWS AND REGULATIONS

i | performed procedures to obtain evidence that the entity has complied with applicable laws and regulations regarding
financial matters, financial management and other related matters

13. | did not identlfy any instances of material non-compliance with specific matters in key applicable laws and regulations as set
aut in the General Notice issued in terms of the PAA,

INTERNAL CONTROL

14, | did not identify any deficiencies in internal control which | considered sufficiently significant for inclusion in this repart.
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MATURE OF OPERATIONS

arrmadiary

S Act

Services Act, 2002 [Act No 37 of 2002) ["FAIS Act’). The abj

by clients against financial services providers or their repr

(Y]

The FALS Ombud In terms of the Financial Services Ombud Schiames Act, 2004 (Act No of 2004) ("FS0S Act’), can aleo act as statutory Ombud to

determine who amongst the various scheme ambudsmen can deal with a complaint where there Is uncertainty over which Ombud has |urisdiction

The FAIS Ombud, acting as statutory Ombud can also investigate and adjudicate on complaints where the scheme ombudsmen have no jurisdiction

The FALS Ombud employs various mechanisms to resolve the complaint, including medlation, concillation or determination of the complaint in terms

of the FAIS Act and the Rules on Proceedings of the Office. Determinations by the FAIS Ombud are deemed to have the same effect as a judgment of

& LOuUrt

Board in terms of Section 22 of the FAIS Act

The Office is funded in terms of a budget approved by the Board of the Financial Service
SUBSEQUENT EVENTS

Thare have boen no significant events subsequent to the financial year énd that have had an impact on the financial statements,

OFFICE BEARERS

The Ombud is the responsible accounting officer for the year ended 31 March 2013 and the Board of the Financlal Services Board is the designated

accounting authority in terms of the National Treasury letter dated 31 March 2010
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11

1.2

STATEMENT OF COMPLIANCE

The financial statements have been prepared In accordance with the Standards of Generally Recognised Accounting Practice [GRAP) including
any Interpretations, guidelines and directives issued by the Accounting Standards Board in accordance with section 55 and B9 of the Public
Finance Management Act, (Act No.1 of 1999 - as amended by Act 29 of 1999),

Accounting pollcles for material transactions, events or conditions not covered by the GRAP reporting framework, as detalled above, have
bean developed In accordance with paragraphs 7,11 and 12 af GRAP 3 and the hlerarchy approved In Directive 5 lssved by the Accounting
Standards Board

BASIS OF PREPARATION AND PRESENTATION
These annual inancial statements have been prepared on accrual basis of accounting and are in accordance with historical cost convention
unless spacified otherwize. They are presented in South African Rand

These accounting policies are cansisteént with the pravious yeal
SIGNIFICANT JUDGEMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

In preparing the financial statements, management |5 reqguired to make astimates and assumptions that affect the amounts represented In
the financial statements and related disclosures, Use of available informabion and the application of judgement is inherent In the formation
of estimates. Actual results in the future could differ fram these estimates which may be material to the financial statements. Estimates
and underiying assumptons are reviewed on an ongoing basis, Revigsion to accounting estimates are recognised in the periad in which the
estimate is revised and any future perlods affected. Significant judgements include

IMPAIRMENT OF RECEIVABLES

The entity assesses its loans and recelvables for Impairment-at the end of each reporting period. In determining whether an impalrment
Ioss should be recarded in surplus ar deficit, the surplus makes judgemants as to whether there |s observable data |ndicating a measurable
decraase In the estimated future cash flows from a financial asset

USEFUL LIVES AND RESIDUAL VALUES
The FAIS Ombud reassesses the useful lives and residual values of property, plant and equipment and intangible assets on an annual basis

In this reassessement management cansidears the condition and the use of the individual assets to determine the remaining period over which

the asset can and will be usaed.
PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are tangible non-current assets that are held for administrative purposes, and are expected to be used during

more than one period,

The cost of an item of property, plant and equipmant s recognised as an asset whemn:

= |tis probable that future economic benefits or service potential associated with the ltem will flow to the entity; and

& the cost of the item can be measured reliably

Property, plant and equipment is initially measured at cost

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the location and
condition necessary for it to be capable of operating in the manner intended by managament. Trade discounts and rebates are deducted in

RITiving at the cost.

Where an assel s aoquired at no cost, or for 3 nominal cost, its cost is its fair value a5 at date of acquisition.
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PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Recognition of costs in tha carrying amount of an item of property, plant and equipment ceases when the item I5 In the location and condition
necessary far it to be capable of operating in the manner intended by management.

Property, plant and equipment Is subsequently carrind 2t cost less accumulated depreciation and any impalrment losses, Depreciation is
recagnized In surplus or deficit an the straight line basis over the expected useful lives to their estimated residual values, Assets hield under
finance leases are depreciated over the expected useful lives on the same basls as owned assets or, where shorter, the term of the relevant
lease

DEH]H."{ Jaton commancas wnen the d55EL 15 .'-c.'--'!n.'i'.' {nr i lrIIFHL!Fﬂ. use

The useful llves of tems of property, plant and equipment have been assessed as follows

Item Average useful life
Furniture and hixtures 5:15 years

Motor vehicles 11 years

Office equipment A4-12 ears
Computer equipmeam 3-11 years
Leasehold improvemeants 2-8 years

Assets under finance lease 5 years

Paintings 3-13 years

The residual value, and the usaful life and depreciation method of each asset is reviewed ot the end of each reporting date. If the expectations

differ from previous estimates, the change is accounted for as a change in accounting estimate

[tems of property, plant and equipment are de-recognised when the asset is disposed of or when there are no further economic benefits or
service potential expected from the use of the asset.

The gain or loss arising from the de-recognition of an item of property, plant and equipment I§ included |n surplus or déficit when the item is
derecognised, The gain or loss arising fram the de-recognition of an item of property, plant and equipment i$ determined as the difference
betweaen the net disposal proceeds, if any, and the carrying amount of the item

INTANGIBLE ASSETS

An asset |5 identified as an intangible asset when it

* |5 capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, either individually or
together with a related contract, assets or liability; or

= arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate from the entity or from
other rights and obligations;

An intangible assel is recognised when:

+ |t is probable that the expected future economic benefits or service potential that are attributable to the asset will flow to the

entity; and
& the cost or fair value of the asset can be measured refiably

Intangible assets are inibally recognised at cost.

wWhere an Ir1lﬁhﬂlh1l'." asset 15 acquired through a non-axchange ransacton, the cost shall be its falr value as at the date of
acouisinon,

Expenditure on research (or on the research phase of an internal project) is recognised a5 an expense when It is incurred

Intangible assets are carried at cost less any accumulated amortisation and any impalrment losses.
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INTANGIBLE ASSETS (CONTINUED)

An intangible assat is regarded as having an indefinite useful lIfe when, based on all relevant factors, there is nio foreseeable limit to the period
over which the asset is expected to generate net cash inflows or service potential. Amortisation is not provided for these intangible assets, but
they are tested for impairment annually and whenever there is an Iindication that the asset may be impaired. For all other intangible assets

amartisation i provided an a stralght line basis over their useful life

The amdrtisation period and the amartisation method for intangible assots are roviewed at each reporting date

Reassessing the useful life of an Intangible asset with & finite useful life after it was classified as [ndefinite is an Indicator that the asset may
be impaired. As a result the asset Is tested for impalrment and the remaining carrying amount is amortised over Its useful life

Ir'.1u4'r:;.l§l',r genarated brangs, mastheads, Ij_ll.ItJll":.llﬂ'l'r [|[|L'!_ customaer lists and items similar in substance are not recognised as intangible
B -] ¥ kil
atzats,

Amortisation is provided to write down the Intangible assets, on a straight line basis, to their residual values as follows;

ITEM USEFUL LIFE
Data management system 3 years
Wehsite 3-7 years
Computer softwarne 37 years
Licenses 1 year
FINANCIAL INSTRUMENTS

Initial recognition and measurement
Financlal instruments are recognised Initially when the FAIS Ombud becomes a party to the contractual provisions of the Instruments

The FALS Ombud classifies financial instruments, ar their component parts, on Initial recognition as a financial asset, a financial llability or an
¥ B Y

equity instrument in accordance with the substance of the contractual arrmngement

Far financial instruments which are not at falr value through surplus or deficit, transaction costs are included in the initial measurement of
thie Instrumiznt

Regular way purchases of financial assets are accounted for 31 trade date
Subsequent measurement

LIT|3I'IS and rr_'“:'EI'\.'.-'I-!'||r"5 = = '_'.lJl'riE‘l',]I:l-?l'l[l',' measired at amortsed cost, ';J’.I:I'IE the 'E"HE"IT‘I'H.II,'- mterest |'|'I|E¥'I‘F'I|'|l.'|I less JEI.".II'I'IIIL'-TEIT |I'I'|F.1|F|'1'|E"I'I.'!
losses

Financial liabilities at amortised cost ame subsequently measured at amortised cost, using the effective interest method
Fair value determination

Fair value information for trade and other receivables is determined as the present value of the estimated Tuture cash flows discounted at the
effective interest rate computed at initial recognition

Impairment of financial assets
At each end of the reporting pericd the FAIS Ombud assesses all financlal assets, other than those at fair value through surplus or deficit, to

determine whether there |5 abjective evidence that a financial asset or group of financial assets has been Impalred
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FINANCIAL INSTRUMENTS (CONTINUED)

For-amounts due to the entity, significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy and default of
payments are all considered indicators of impairment.

Impairment losses are recognised In surplus ar deficit
Impairment losses are reversed when an increase In the financial asset’s recovérableé amount cin be related objectively to an event

occurring after the impalrment was recognised, subject to the restriction that the carrying amount of the financial asset at the date that the
impalrment ls reversed shall not exceed what the carrying amount would have been had the impalrment not been récognised

Receivables from exchange transactions

Accounts recelvable are measured at initial recognition at fair value, and are subsequently measured at amortised cogt using the effective
interest rate method, Appropriate allowances for estimated irrecoverable amounts are recognised In surplus or deficlt when there |s objective
svidence that the asset £ impalred. Significant financial difficulties of the debtor, probability that the debior will enter bankruptey or financial
regrganisation, and default or delinquency In payments (more than 30 days overdue) are considered Indicators that the trade recelvable is
impalred, The allowance recognised is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at inltial recognition

The carrying amount of the asset |5 reduced through the use of an allowance account, and the amount of the deficit s recognised in surplus or

deficit within operating expenses. When a trade receivable (s uncollectible, It is written off against the allowance account for trade receivables
Subsequent recoveries of amounts previously writtén off are credited against operating expenses [n the statement of financial performance

Accounts recelvable are classified as loans and receivables.
Payables from exchange transactions

Accounts payables are initially measured at falr value less any transaction costs (if any), and are subsequently measured at amortised cost
using the effective interest rate method

Accounts payable are dlassified as Bnanclal labillibes at amortised cost

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liguid investments that are readlly
convertible to a known amount of cash and are subject to an inslgnificant risk of changas in value. These are initially measured at fair value
and subsequently at amortised cost using the effective interest method

Cash and cash equivalents are classified as loans and receivables.

LEASES

A lease is clissified as a finance lease if it transfers substantially &ll the risks and rewards incidental to ownership. A lease 15 classified as
an operating lease if it does not transter substantially all the risks and rewards incidental to ownership. Leases in terms of which the entity
assumes substantally all the risks and rewards of ownership are classified as finance leases. Upon initial recognition the leased asset is
measured at an amount equal to the lower of its fair value and the present value of the minimum |ease payments. Subsequent to initial

recognition , the asset s accounted for in accordance with the accounbing policy applicable to that asset.

When a l2ase includes both land and bullding elements, the entity assesses the classification of each element separately
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LEASES (CONTINUED)

Finance leases - lessee

Finance leases are recognised as assets and labilities in the statement of financial position at amounts equal to the fair value of the leased
property o if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is included in the statement
of Ananclal pasition as 3 finance lease obligation.

The discount rateé used In calculating the present value of the minimum lease payments 1§ the Interest rate Implicit In the lease.

Operating leases

Operating lease payments are recognised as an expense on a2 straight-line basis over the lease term. The difference betwean the amounts

recognised as an expense and the contractual paymaents are recognised as an operating lease asset or lability,

EMPLOYEE BENEFITS

Short-term employee benefits

The cost of shori-term employees benefits, (those payable within 12 months after the service s rendered, such as paid vacation leave and sick
leave, bonuses, and non-monetary benefits such as madical care), are recognized in the peried In which the service (s rendered and are not

discounted

The expected cost of compensated absences is recognised as an expense as the employees render services that increase thelr entitlement or,
in the case of non-accumulating absences, when the absence ocours

The expected cost of surplus sharing and bonus payments |5 recagnised as an expense when there |s @ legal or constructive obligation to make

such payments as a result of past performance

Retirement benefits

Contributions towards a defined contribution plan are pald to an administered pension fund on a contractual basis. There are no further
payment obligations once contributions are paid. The contributions are recognised as employee benefit expenses in the period in which the
employes rendess the related service.

PROVISIONS AND CONTINGENCIES

Prowvisions are recognised when:

¢ the entity has a present obligation as a result of & past event;

= jtis probable that an cutflow of resaurces embodying economic benefits or service potential will be required to settle
the obligation; and

s areliable estimate can be made of the obligation

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present oblipation at the
reparting dats

Where the effect of time value of money is material, the amourt of @ provision is the present value of the expenditures expected to be

required to settie the abligation
The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the liability,
Where some or all of the expenditure required to settle a provision |s expecied to be reimbursed by anathaer party, the retmbursement Is

recognised when, and only when, itis virtually certain that reimbursement will be received if the entity setttes the obligation. The

FAIS OMBUD ANKUAL REPORT 200213 47



THE OFFICE OF THE OMBUD FOR FINANCIAL SERVICES PROVIDERS
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2013

ACCOUNTING POLICIES

17

PROVISIONS AND CONTINGENCIES (CONTINUED)
reimbursemant s treated as a separate asset. The amount recognizsed for the reimbursement does not exceed the amount of the provision.

Provisions are reviewed at eoch reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is no longer
probable that an outflow of respurces embodying economic benefits or service potential will be required to settle the obligation

Where discounting 15 used, tha carrying amount of a provision Incréases in each period to reflect the passage of time. This Increase (s
recognised as an Interest expense.

A provision is Wsed only for-expenditures for which the provision was originally recognised.
Provisions are nol recognised for future operating deficits.

IF an entity has a contract that s anerous, the present obligation [net of recoveries) under the contract is recognised and measured
as a provision.

A constructive abligation to restructure arises only when an entity;
¢ hasa detailed formal plan for the restructuring, identifying at least;
the activity/operating unit or part of a activity/operating unit concernéd;
the principal locations affected;
the location, function, and approximate number of employess who will ba compensated for services belng terminated:
the expenditures that will be undertaken; and
when the plan will be implemented; and
s« hat raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan ar annbuncing
its maln features to those affected by it

Contingent assets and contingent labilites are not recognised

A financial puarantes contract |s a contract thal requires the issuer to make specified payments to reimburse the holder for a loss it incurs
because 3 specified debtor fails to make payment when due in-accordance with the original or medified terms of a debt instrument

Loan commitment is 3 firm commitment to provide credit under pre-specified terms and conditions.

Thie entity recognises a provision for financial guarantees and loan commitments when [t is probable that an outflow of resources embodyling
ccanomic benefits and service potential will be required to settle the obligation and a reliable estimate of the obligation can be made

Determining whether an outflow of resources s probable [n relation to financlal guarantees requires judgement, Indications that an outflow

of resources may be probable are

«  financial difficulty of the debtor;

» defaults or delinguencies in interest and capital repayments by the debtor;

s breaches of the terms of the debt instrument that result in It being payable earfier than the agreed term and the ability of the debtor to
settle its obligation an the amended terms; and

¢ adecline in prevalling economic circumstances (e.g. high interest rates, inflation and unemployment) that impact an the ability of
entities to repay their obligations

Where a fee is received by the entity for lssuing a financial guarantes and/or where a fee s charged an loan commitments, it ks considered

in determining the best estimate of the amount required to settle the obligation at reporting date. Whare a fee is charged and the entity

considers that an outfiow of economic resources is probable, an entity recognises the obligation at the higher of;

¢ the amount determined using the Standard of GRAP on Provisions, Contingent Liabllifies and Contingent Assets; and

* the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance with the Standard
of GRAP on Revenue from Exchange Tmnsactions
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REVENUE FROM EXCHANGE TRANSACTIONS

Non-exchange transactions are defined as transactions where the entity recelves value from -another entity without directly giving
appraximately equal value in exchange, or gives value to another entity without directly receiving approximately equal value in exchange.

Recognition

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent that the
liability is recognised in respect of the same inflow.

As the FAIS Dmbud satisfies 3 present obligation recognised as a fiability in respect of an inflow of resources from a nonexchange transaction
recognised asan assel, itreduces the carying amount of the liability recognised and recognises an amount of revenue equal to that reduction

Measurement
Revenue from a non-exchange transaction is measured at the amount of the increase In net assets recognised by the FAIS Ombud

When as & result of a non-exchange transaction the FAIS Ombud recognises an assetl, it also recognises revenue equivalent to the amount of
the asset measured at'its fair value as at the date of acquisition, unless It is also required to recognise a liability. Where a llability is required to
be recognised it will be measured as the best estimate of the amadnt required to settls the obligation at the reporting date, and the amount
of the increase In net assets, if any, recognised In revenue.

UNAUTHORISED EXPENDITURE

Unauthorised sxpenditufe means axpenditure that has not been budgeted, sxpenditure that Is not in terms of the conditians of an allocation
received from another sphere of government, entity or organ of state and expenditure in the form of a grant that is not permitted in terms of
the Public Finance Management Act (Act No, 29 of 19349)

All expenditure relating to unauthorised expenditure is recognised as an expense In the statement of financlal performance (n the year
that the expenditure was incurred, The expenditure is classified In accordance with the nature of the expense, and where recovered, |t is

subisequantly sccounted for as revenue in the statement of financial performance
FRUITLESS AMD WASTEFUL EXPENDITURE
Frumtless expenditure means expenditure which was made in vain and would have been ayolded had reasonable care been exercised.

All expanditure ralating to fruitiess and wasteful expenditure is recognised a3 an expense In the statement of financial performance in the
year that the expenditure was Incurred. The expenditure is classified In accordance with the nature of the expense, and where recovered, it

is subsequantly accounted for as revenue In the statement of financial performance
IRREGULAR EXPENDITURE

[rregular expenditure as defined in section 1 of the PFMA |5 expenditure other than unauthorised expenditure, incurred In contravention of
of that is not in accordance with a requirement of any applicable legislation, Including

{a) the PFMA

(b) the State Tender Board Act, 1968 (Act No, 86 of 1968), or any regulations made in terms of the Act; or

(c] the FAIS Ombud ‘s supply chain management policy

All expenditure relating to imegular expenditure |s recognised as an expanse in the statement of financial perfomance In the period that the

expenditure was incurred. The expenditure is classified In accordance with the nature of the expense, and where recovernad, It is subsequently
accounted for as revenue in the statement of financial perfomanca
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112 BUDGET INFORMATION

ons, which-are ghven effect through authorising legislation,

The FAIS Ombud 15 sublect to budgetary limits in the form of budget authoris

appropriation or similar
The approved budget is prepared on an accrual basis and presemtad by functional classificanon linked to performance autcoms objectives

The approved budget covers the fiscal period from 2012/04/01 1o 2003/03/31

The Statement al comparative and actual information has been included in the financial statements as the recommended disclosure when

the financial statements and the budget are on the same basis of accounting as determined by Natianal Treasury

Comparative information s not reguired

1.13  RELATED PARTIES

Tha FAIS Ombud operates in an aconomic sector currently dominated by entities directly or indirectly owned by the South African Government

A= a consequence of the constitutional independence of the three spheres af government in South Africa, only entites within the national

sphare of government are considered to be related parties

Key management s defined as being individuals with the authority and responsibilty for planning, directing and cantrolling the activities

of the FAIS Ombud, including those charged with the governance of the entity in accordance with legislation, In Instances where they are
required to parform such functions. The FAIS Ombud regards all individuals at senior management as key management per the definition of

the financial reporting standard

Close members of the family of a person are considerad to be those family members who may be expected to Influence, or be influenced by

that management in their dealings with the entity

Relat

length ls nol required in accordance with IPSA20, Retated Party Disclosures

ad party disc |-."'.'.I|I_ for transactions between government entities that took |.'-'.i|.'-=" on terms and conditions that is considered arm™
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PERFORMANCE INFORMATION

STRATEGIC GOAL 1:

To Resolve complaints in a fair, expeditious and informal manner to the satisfaction of

customers.

STRATEGIC OBIECTIVE | To Increase the number of satisfied customers
OUTPUTS Closed complaints files, Customer satisfaction survey forms: Implemented Quality control plan
OUTCOMES Satisfied customers
PROGRAMME Performance Targets
PERFORMANCE Target Progress asat 31 March 2013 Explanation/ Variance
INDICATOR 2012/2013
1.1 |'% increase 50% During the year, of the customer satisfaction | This goal has been achioved, This was the first year that
in satisfied survey forms received 99% reflected positive this programme was rolled out, hence the consenmative
customars feedback from customers target. However, the addition of new case managers
and improvemant of service levels have contributed to
the overall levels of customer satistaction
1.2 | % closed T05% Quarter 1 The addition af resources in the case administration
complaints within Cases received in July 2011: 93.06% closed by | and case management departments as well as
S months of date 30 Apnil 2012 impravements in general system and quallty controls
of recelpt of Cases received in August 2011; 93.24% closed | have resulted in increassd turm-around times
complaint by 31 May 2012
Cases received in September 2011: 92.87%
closed by 30 June 2012
On average 93% of cases recelved were
clozed within @ manths of receipt
Quarter 2
Casad received in October 2011 92.9% closed
by 31 July 2012
Cases received in Novernber 2011: B8 4%
closed by 31 August 2012
Cased received in December 2011: 85.9%
clased by 30 September 2012
On gveroge 3% of coses received were
closed within 2 months of receipt
Quarter 3
Cases recetved in JANUARY 2012 BB.99%
closed by 31 October 2012
Cases recelved in FEBRUARY 2012: 88.97%
ciosed by 20 November 2012
Cases recetved in MARCH 2012: 90.26%
closed by 31 December 2012
On gverage B9% of cases recelved were
closed within 3 moniths of receipt
Ouarter 4
Cases received in APRIL 2012: B9% closed by
31 lanuary 2013
Cases received in MAY 2012: 33% closed by
28 February 2013
Cases received in JUNE 2002: 92% closed by
31 March 2013
On average 91% of coses received were
clozed within 8 months of receipt
This goal has been achieved.
1.3 | ¥achlevement 100% 100% of the guality control Implementation
of activities In plan has been achleved
quality cantrol This goal has been achieved.
liT'-.;:ll"Hl*':'I'ullI'.Z-'1
plan
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PERFORMANCE INFORMATION

STRATEGIC GOAL 2:

Achieve operational excellence

STRATEGIC OBIECTIVE | To optimise internal capacity, business processes & systems to achieve operational excellence.
OUTPUTS Unqualified audit report. Approved Budget. Management accounts, Internship contracts, Revised Training
plan. Executed training plan. Reviewed HR policies. Implemented parformance managament system.
Approved succession plan, Updated Compliance and Risk Management Framework. Implemented [T plan.
OUTCOMES Operational excellence. Enhanced internal effectiveness and service delivery. Sufficlent funds to deliver on
mandate. Motivated staff to achieve FAIS Ombud's objectives. The FAIS Ombud Is seen as a compliant entity.
PROGRAMME Performance Targets
PERFORMANCE Target 2012/2013 Progress as at 31 March 2013 Explanation/
INDICATOR Virtarce
21 Type of audit Ungualified The FAIS Ombud achieved an unquallfied audit of its 2011/2012
ppinion issued Annual Financial Statements.
by AG This goal has been achleved,
2.2 Approved budget | Approved budget before 31 | The current Budget was approved in March 2012, The budget for
March 2013f2014 was approved in March 2013,
This goal has been achieved.
23 Management Less than 10% unexplained | Less than 10% unexplained deviations in the management accounts
accounts - % deviation
unexplained This goal has been achleved.
deviation from
budget vs actual
2.4 Mo, of internship 6 Internship contracts In Tha 2012 internship contracts ended on 31 December 2012, Following
contracts in place | place a successful recrultment drive In November/December 2012, 6 new
law graduates were appointed to commence 1 January 2013.
This goal has been achieved,
25 Date of Approval Updated training plan by The updated training plan was approved by the FAIS Ombud EXCO
of Revised training | March 2013 during tha 4th quarter
plan This goal has been achieved.
26 % execution of 100% of training plan 100% of the training strategy plan was executed by 31 March 2013,
training plan exacuted This goal has been achieved.
2.7 Mo of HR policies | 6 HR policies reviewed At l=ast 6 HR policies were reviewed before 31 March 2013,
reviewed This goal has been achieved.
2.8 % adherence to 80% of adherence to At least 90% adherence to performance managemeant systems.
performance performance management
management system processes and This goal has been achieved.
system deadlines
10 Date of Approval Approved Succession Plan | The succession plan was updated and approved by the Board of the
of Succession plan | by 31 March 2013 F58 in the 4th quarter.
This goal has been achleved.
2.10 | Date of Approval Approved updated The Compliance and Risk Management framework was approved
of Updated Compliance and Risk before 31 March 2013 and 100% of the steps mentioned in the
Compliance and Management Framewark Compliance and Risk Management plans were achieved,
Risk Management | by 31 March 2013 and
Framewark 100% achievement of steps | This goal has been achieved.
and the % mentioned In Compliance
achievement af and Risk Management/
steps mentioned Implementation plan
in Compliance and
Risk Management/
Implementation
plan
111 | % achievement 90% achievement of 96% of the milestones in the IT plan were achieved. Concerted
of activities in milestanes for the financial effort and
Approved IT year within the IT plan This goal has been achieved. commitment
implementation by all parties
plan imvolved In
IT resulted
in the 96%
achievement,
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PERFORMANCE INFORMATION

STRATEGIC GOAL 3:

Enhanced stakeholder management

To manage stakehalder relationships

STRATEGIC OBIECTIVE

marketing and
communication
plan implemented

PROMRAMME Office of the Ombud

OQUTPUTS Implemented Marketing & communication plan

QUTCOMES Enhanced relationships (improved co-operation with stakeholders)

PROGRAMME Performance Targets

PERFORMANCE Target Progress asat 31 March 2013 Explanation/ Variance

INDICATOR 2012/2013

3.1 | %of 90% 100% of the activities in the marksting and The roll out of the marketing and communication plan,

communication plan were implemented by
31 March 2013.

This goal has been achieved.

the increased commitment from the FAIS Ombud staff
and the interest shown by stakeholders in the activities
of the office resulted in the overachievement of the
goal
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