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Much has been written and spoken
over the last year about the plethora of
mobile banking solutions innovated by banks
internationally. Deloittes says that 20-million new
customers will enter the global banking system in
the next three or four years, which will prompt banks
to come up with ever more inspired options to attract
new customers.
South Africa is no exception to the trend. Our banks are continuously
pioneering new products that allow customers to use cellphones and
smartphones for transactions that used to be done over the counter before
the use of the personal computer became commonplace. The number of
mobile money transfers and payments is rising steeply. Some banks are piloting
near-field communication payment methods through which a customer simply
taps his cellphone against a reader to make small payments.
With an estimated 13-million unbanked South Africans, the potential for cellphone
banking services is immense. But the rise in customer numbers and mobile applications
will bring a spike in cybercrime, already a significant threat, and one that has been described
as a wave soon to become a tsunami.
The challenge the banks face is to provide a secure intelligent platform that will protect consumers
and that will be upgraded constantly to counteract the activities of fraudsters, who, with their fertile
imaginations, seem always to be one step ahead of Joe Public. It requires more than just identification
of the risks or prosecution of criminals. What are needed are dynamic preventative mechanisms that are
customised to specific sectors and operations.

We view the move as a good one, in that it means added protection for the consumer in the highly
complex and sometimes confusing industry that is financial services.
On a positive note for the OBS this past year, it would appear that the one-size-fits-all ombuds
scheme, which was promoted at one time by officials in the Treasury, no longer finds favour.
We are now being asked by the Financial Services Board (FSB) to consider equity principles, which will
effectively strengthen and enhance the role of the Ombudsman rather than dilute it. This is a great
relief to us, as we have always maintained that, to be effective, an Ombudsman must specialise in a
particular sector and not be a jack of all trades. Only then can a top-notch and proficient service be
provided to stakeholders.
On that note, the Ombudsman for Banking Services continued to play a prominent role in financial
industry activities during 2012 and is bringing its knowledge and expertise to bear in many areas. I and
my fellow board members greatly appreciate the OBS's unwavering commitment to fulfilling its vision
and mission. We are appreciative of the OBS team's tireless work in elevating its public profile and
promoting its fair and impartial approach to resolving disputes between banks and their customers.
Long may the Ombudsman for Banking Services forge ahead in this vein.
Adv John Myburgh SC
Chairperson
OBS Board members
(back, from left):
Tefo Raditapole,
Attorney and
Director: Cheadle
Thompson & Haysom

By abiding to the Code of Banking Practice, the banks undertake to provide safe, secure and reliable banking and
payment systems: this has never been more important.
Currently, banks are facing slow revenues, given the low level of interest rates. Our worry at the OBS is that they
will be tempted to offset this by hiking fees. We strongly urge them not to do so.

Attorneys; Nicky LalaMohan, General
Manager: Legislation
and Regulatory
Oversight: The Banking

Internationally, we are watching with interest the United States and its threatening 'fiscal cliff', which, if it
materialises, could have the rest of the world falling over the edge like lemmings. In the United Kingdom,
there is a move to split retail banking, which is relatively safe, from the far riskier speculative proprietary
banking.
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REPOR T

Many in the know think this is the way to go, but, if one considers that Northern Rock was a purely
retail bank and it was the first to collapse in the meltdown of recent years, the concept obviously
needs more thought.
On home soil, the Treating Customers Fairly (TCF) initiative is expected to become a factor
from 2014. TCF will regulate financial product design and marketing, information
provided to consumers, aspects of financial advice, after sales support and the
complaints procedure.

Association South Africa;
Adv John Myburgh SC,
Chairperson: OBS Board, and
Cas Coovadia, Managing
Director: Banking Association
South Africa. Front: Tanya Venter,
Ina Steyn, Head: Customer Care,
ABSA Bank; Thembelihle Msibi,
CEO: Advertising Standards Authority
of South Africa and Diane Terblanche,
Chairperson: National Consumer Tribunal.
Inset: Jason Taylor, Head: FNB Risk.
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The year 2012 saw a marked increase in the
number of complaints coming across our
adjudicators' desks. Although the office's staff
complement dropped from 27 to 23 during the
year, we were able to maintain our record of resolving
issues and closing files efficiently and quickly. In fact, we
reduced the average time taken to close files by
streamlining processes and procedures, in particular the
case management system.
Once again, ATM fraud-related complaints were the most prominent, with
internet banking fraud cases rising by 3% and cellphone banking by 8%.
In its ongoing bid to be impartial in its assessments of complaints, the office
continued to resist the temptation to take on the mantle of either consumer
champion or bank defender and we feel we have been successful at this. As
Ombudsman, my primary obligation is to do what is fair in every case and to uphold
the reputation of the office as an independent arbiter of disputes.

Steering Committee of the FSB. In addition, we have a seat on the National Consumer Financial
Education Committee, under the auspices of National Treasury.
An African delegation from Senegal visited our offices. It was exposed to the workings of the OBS, its
systems and processes, and shared our experiences and challenges in dispute resolution.
My thanks go to the members of the Board for providing the strategic direction that underpins all our
endeavours, for offering guidance when needed and for sharing their vast expertise.
To the staff of the OBS, never underestimate your role in enabling the office to fulfil its responsibilities
to banks and consumers. Each of you has contributed meaningfully to another successful year in the
history of the OBS.
I am certain that 2013 will be as memorable.
Clive Pillay
Ombudsman

Our performance reflects this, with very few cases needing escalation to mediation or
provisional recommendation. Interestingly, the percentage of decisions in favour of
complainants dropped from 47% to 42%. This reflected the nature of many complaints, which
were found to emanate from beleaguered consumers seeking relief rather than instances of
bank maladministration.
In addition to fulfilling our primary function of resolving banking disputes, we perform a strategic
quality control function that uses complainants' experiences to identify and rectify systemic defects in
the delivery of banking services.
The Office has equity jurisdiction, which means that even if a bank has complied with the law, we can rule
against it if we find that adherence to the law causes undue hardship to the consumer.
During the year, the office maintained a high profile in the sector, with several papers being delivered to financial
institutions at events countrywide. Issues ranged from the Ombudsman's role to card fraud and the Treating
Customers Fairly initiative. At the invitation of the MEC for North West Province, we delivered a paper at
Mmabatho Hotel School on the state of bank fees in South Africa. The MEC for KwaZulu Natal hosted us at
the KwaZulu Natal Financial Literacy Conference in July, where we created awareness of the functions of
the OBS.
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Clive Pillay with Ina
Cronje, MEC for Finance
in KwaZulu Natal

In September, a paper was presented on ombudsman standards to the International Network of
Financial Ombudsman Schemes (INFO) in Copenhagen. The paper underlined the importance of
autonomy and independence, and dovetailed with the UN General Assembly's Third Committee
resolution on the role of ombuds, mediators and other human rights institutions in the
promotion and protection of human rights.
Remaining involved in financial sector matters is a priority for the office and, to this
end, we represent voluntary ombuds schemes on the TCF Regulatory Framework

From Senegal: Aboubacrine Date, Ombud for
Banking, Microfinance and Postal Services (left)
and François Ndiaye, Legal Officer.
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FILES OPENED IN 2012 PER BANK (2011 IN BRACKETS)
The number of files opened
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TOTAL ASSETS FOR ALL BANKS AT OCTOBER 12:

24
37

1
8
33

As the banks are committed to
resolving disputes speedily, the office
was able to close approximately 60% of
all matters, after they were initially
referred to the banks. Only the more
complicated cases requiring further
investigation were escalated.

Although there was an overall increase in the
number of cases opened, the majority were
closed in the initial assessment stage where no
further investigation was required.

745 962 252

First Rand

715 435 912

Nedbank

611 993 522

Standard Bank

938 947 615

Other

580 835 792
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CASES CLOSED IN FAVOUR OF COMPLAINANT AND BANK IN 2012 PER CATEGORY (2011 STATISTICS IN BRACKETS)
(excluding cases closed outside the OBS’s jurisdiction)

Breaking down the 4 140 cases listed on the previous page in terms
of decisions made, the following emerges:

Categories

In favour
of bank

Percentage

In favour of
complainant

Percentage

Total
cases

ATM

870

67%

437

33%

1307

31,6%

350

43%

460

57%

810

19,6%

377

65%

206

35%

583

14,1%

163

49%

173

51%

336

8,1%

133

50%

134

50%

267

6,4%

Vehicle finance

163

70%

71

30%

234

5,7%

Current accounts

93

46%

111

54%

204

4,9%

Savings accounts

51

50%

51

50%

102

2,5%

Cheques

21

54%

18

46%

39

0,9%

Cash/cheque scams

31

82%

7

18%

38

0,9%

Estates and trusts

24

71%

10

29%

34

0,8%

Investments

24

73%

9

27%

33

0,8%

Business finance

21

78%

6

22%

27

0,7%

Debit orders

10

37%

17

63%

27

0,7%

Overdrafts

17

71%

7

29%

24

0,6%

Foreign exchange

13

65%

7

35%

20

0,5%

6

32%

13

68%

19

0,5%

6

32%

13

68%

19

0,5%

2

29%

5

71%

7

0,2%

Credit bureau

2

50%

2

50%

4

0,1%

Closed within 2 months

44%

(31%)

Safety deposits

2

50%

2

50%

4

0,1%

Closed within 2 – 4 months

32%

(37%)

3

75%

1

25%

4

0,1%

Closed within 4 – 6 months

2

100%

0%

2

0,05%

1

100%

0%

1

0,05%

4 140

100%

Internet banking
Mortgage finance
Credit cards
Personal loans

Other
Current accounts
Insurance

Suretyships
Security
Teller deposit disputes
Total

2 387

58% (53)

1 753

42% (47)

Total
percentage

12 cases

(0,3%)

9 cases

The complainant withdrew the complaint
The complainant did not respond to
repeated requests for information and there
was no other option but to close the files

(0,2%)

2 366 cases

(57%)

140 cases

521 cases
1 092 cases

The complaint was not upheld

(3%)

No award was made but assistance was
provided in the form of information

(13%)

Only a portion of the complaint was upheld

(26%)

The complaint was fully upheld and the full
amount claimed was awarded

PERIOD FROM OPENING TO CLOSURE OF ALL FILES
IN 2012 (2011 IN BRACKETS)

Closed within 6 – 9 months
Closed after more than 9 months

15%
9%
0%

(17%)
(13%)
(2%)

Average number of days taken to close a file in 2012 was 87days (102 days

CASE

STATISTICS

The percentage of decisions in favour of
complainants dropped from 47% to 42%.
This is attributable to the fact that many of
the complaints received were not instances of
consumers suffering a loss due to maladministration by the bank, but rather complaints
from debt-stressed consumers requesting relief from
the bank. These requests for relief included extended
repayment terms, a reduction in the interest rate and
repayment suspension.

in 2011).
Of the files closed, 91% (85%) were finalised within six months of being
opened.
Although the office had to cope in 2012 with similar resources to those
of 2011, it was able to reduce the average time taken to close files by
streamlining processes and procedures, in particular the case management system. This resulted in many more files being closed in the
assessment stage, which, in turn, resulted in a reduction in the
number of days to closure.

9

THE 1 338 CASES NEEDING FURTHER INVESTIGATION WERE FINALISED AS FOLLOWS
(2011 IN BRACKETS):
Assessment report
1 316 (1 222)
Formal mediation
Provisional recommendation
Final recommendation

20 (16)

HOW THE COMPLAINANT LEARNT ABOUT THE OBS:
Through the bank

42%

Word of mouth

2 (3)

43%

Newspaper

0 (1)

(41%)
5%

Radio

2004

13,8

2005

16,2

2006

10,3

2007

7,2

2008

9

2009

9,9

2010

11,6

2011

17,6

2012

(3%)

1%

Referred by other organisation

11,1

(3%)

3%

Magazines

2003

(6%)

2%

Television

TOTAL AMOUNTS RECOVERED FROM BANKS (MILLION RANDS)

(40%)

(1%)

2%

Other

(1%)

2%

(5%)

Banks appear to be referring more of their dissatisfied
customers to the OBS. Also, the number of referrals
through friends and family increased. This signals an
increased recognition by the public of the valuable
service offered by the OBS.

16,4

Whilst there was an increase in the total number of complaints, many
of these complaints did not involve allegations of maladministration by
the bank and, therefore, no monetary awards could be made. This, in
turn, led to a slight reduction in the number of monetary awards
made.

SERVICE STANDARD TARGETS (2011 IN BRACKETS):
All files closed within six months

91%

Average time to closure

87 days

(85%)
(102 days)

CASE

STATISTICS
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HOUSE HANGS IN THE BALANCE
When the complainant settled his home loan, he was
advised by the bank to keep the account open and active
for insurance and future borrowing. Three years later, the bank
told him that he had a credit of R40 800. He advised that he was
unemployed and could not afford a loan. On being reassured that
it was not a loan, he transferred the amount from his home loan
account to his personal account, from where he withdrew and used
the funds. The transfer caused his home loan account to reflect a balance
of R40 800 owing. He made no payments toward settlement of the newly
created debt.
The complainant claimed that he did not know the money was coming from his
home loan account, did not realise he would again owe funds on the account and
that a proper credit assessment was not done before he was granted access to the
funds. He asked the bank to suggest a repayment arrangement that would allow him
to keep the house.
The complainant's account had an 'available transfer scope' because of a lump sum payment
made to settle the bond, which placed the home loan account in advance.
With the account being in advance, the funds paid over and above what is due at that point,
automatically became available. This is because the debt was settled before the repayment term of the
original loan agreement had expired.
Home loans have a specific term detailed in the loan agreement. The client is entitled to make additional
payments or settle the outstanding balance owing on the home loan sooner than the term end date. The
additional funds paid into the account are available at any stage, depending on the amortisation curve, which then
becomes indicative of the available transfer scope. There is no reason for a client to complete a new loan
agreement with the bank to withdraw these funds.

Investigations team (from left):
Vaheeni Naidoo, Ayanda Dyasi and Johan Conradie,
Manager Investigations.

CASE

SUMMARIES
2

When the complainant made the once-off payment, he did not request cancellation and closure of the
account, which left the account active for the loan term.
It was found that the complainant personally transferred the funds from the home loan account to his
personal account electronically so he could not claim that he did not know where the funds were
coming from. The home loan account reflected a balance owing immediately after the transfer and
the bank sent him quarterly statements that showed the new balance owing.
The complaint was not upheld.

banks are continuously pionee
new products that allo
A CREDIT TO THE FAMILY. NOT!
The complainant noticed unauthorised withdrawals on her credit card, seemingly at the hands of her
son. She sought to reverse some of the transactions. The office found that she had provided her son
with her credit card details and as such had to bear some of the loss. However, it was found not to be
fair and reasonable for the bank to hold the complainant liable for amounts exceeding her credit limit
and it was advised to write off these amounts, as the limit was increased contrary to the provisions of
the National Credit Act (NCA).

customers to use cellpho
and smartphones for

banks face is to

GONNA GIVE YOU 30 DAYS…
The complainant transferred R120 000 from his account in Italy to his bank account in South Africa. He
arrived in the country two months later and realised that the funds had been returned. He stated that
he suffered a loss of R7 500 due to conversion of funds from Rands to Euros, the bank's charges as well
as the difference of the exchange rate between the funds' transfer and their return. He increased this
claim to R20 000 to compensate for loss of interest and legal costs.
The bank indicated that the funds were returned because it was unable to get hold of the customer via
phone or email. It further submitted that the complainant was the remitter and the beneficiary of the
funds, and, therefore, he did not suffer a loss as his account was credited with the funds by his bank in
Italy after they were returned. The bank offered to waive the charges only should the complainant
request another transfer.
The bank also stated that, in terms of the Reserve Bank Exchange Control Regulations, all incoming funds
need to be declared within 30 days of being credited to the beneficiary account. Being unable to
contact the client, the bank was obliged to return the funds. However, no copy of the alleged email was
provided as the staff member concerned had left the bank.
Responding to an OBS enquiry, the bank provided proof that prior to the transfer in question, the
complainant had transferred funds from abroad on three other occasions and had declared them
within 30 days, indicating his knowledge of the rules.
However, the bank could have done more to reach the complainant. Thus both parties shared the
responsibility to ensure the funds were declared.
The bank agreed to comply with the OBS’s suggestion that it reimburse R3 750 of the loss. The claim for
interest and legal costs was deemed more suited to a court of law as parties may require oral evidence
from witnesses or need to call expert witnesses.
Lesson to be learnt:
The bank should at all times endeavour to help the customer, but the customer should also help
himself.
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BEARING UP, BUT LACKING INTEREST
The complainant asked the bank to activate a flexi
facility on his home loan account. Although the bank
confirmed that it had complied, the facility was not activated.
He transferred R360 000 into the account, intending to have
access to these funds. He also ensured that there were enough
funds in his cheque account to cover the monthly bond repayment
debit order.
After the deposit, the bank stopped the debit order – which was on a 'due
amount' basis – because the account was in advance. The bank paid his
monthly instalments from the advance amount for 13 months as the debit
order was stopped. He also could not access the funds as the flexi service was
never activated.
The complainant wanted the bank to pay him about R16 000 in interest that it earned
on his R360 000.
The Ombudsman's adjudicator advised the complainant that a home loan account is not an
interest-bearing account, and that the bank did not owe him interest.
Nevertheless, the office believed the bank was negligent in not activating the flexi facility and that it
had failed to provide proof that he signed for a 'due amount' debit order, which automatically stops
running if the amount owing is in advance. That said, the complainant was also negligent in not realising
that the debit order for the home loan account was not deducted from his cheque account and not
querying this within a reasonable time.
The complainant did not suffer a direct loss when the bank used the R360 000 to pay his monthly instalments as
this was due to the bank and he would have still paid the instalment from his cheque account if the debit order
had not been stopped. The complainant further paid less interest on the home loan account due to the advance
payment, which benefit exceeds credit interest he would have received on the same amount. Nor did he suffer
distress through the non-activation of the flexi facility as there was no evidence that he wanted to use the
funds during that time.
Investigations team: Frans Maja (back),
Bonita Burger and Anika Marais. Inset: Nerosha Moodley.

CASE

SUMMARIES
2

In an offer found to be fair and reasonable, the bank offered to pay R1 645 in full and final settlement for
the inconvenience.

Lesson to be learnt:
A home loan account is not an interest-bearing account. However, reduced interest is
charged if the outstanding balance is low.

banks are continuously pionee
new products that allo
CELLED DOWN THE RIVER

customers to use cellpho

More than R60 000 was stolen from the complainant's account using a cellphone banking facility for
which he claimed he had not registered.

and smartphones for

The bank maintained that the complainant disclosed his confidential cellphone banking details and
that he had accepted the bank's terms and conditions for internet and cellphone banking.
The OBS adjudicator held that the bank could not prove that it made the client aware that he was
registering for both cellphone and internet banking when signing the terms and conditions or that the
details of cellphone banking had been explained to him. The complainant could not be held liable for
a risk of which he was unaware or a facility of which he was oblivious.

transactions
the challenge
banks face is to

The bank agreed to refund the complainant in full.

rovide

BANK'S CASE TURNS TO RUBBLE
The complainant's building loan application was approved. He used his salary to buy building material
as he expected the money to be paid into his account.
The attorneys later informed him that the bank had cancelled the agreement, as he had not complied
with all the requirements. However, it was found that the wrong procedure was followed and that this
had caused the complainant financial losses, distress and inconvenience.
The bank agreed to assist the complainant to reapply for the loan and to comply with all the
requirements.

secure

intelligent p

platform th
at will protect

onsumers

unwavering com

UNSTUCK ON GUMTREE
On relocating to Cape Town, the complainant found a place to live through Gumtree. She paid a holding
fee of R1 500 into a bank account and, in terms of the lease agreement, R4 000 into another bank
account. A further R5 500 was paid into a third account for the first month's rent.
The complainant never received the keys to the property.
She believed that the bank could have recovered her money from the accounts and questioned
whether the institutions complied with their duty of care when opening an account. The bank
maintained that the client was a victim of a scam that was outside of its control.

mitment to
fulfilling the visio
and mission o
OBS and promot

Unfortunately for the complainant all the funds had been withdrawn by the time she reported the
matter.
While the bank had no control over the scam, it failed to open one of the accounts in accordance with
its duty of care. The bank accepted the OBS's recommendation that it refund R1 500 paid into the
offending account.

fair and impar
rtial approach to
dealing with the banks t
and their customers
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HOLD THAT THOUGHT FOR COURT
The complainant wanted holds removed from two
accounts held with two different banks. It later transpired
that neither of the accounts was held in his name. The
complaint was then resubmitted by the accountholder – the
wife of the complainant's former business partner.
It was later learnt that there was a dispute between the complainant
and his former business partner and that the former had somehow
managed to transfer funds from the business account to the two accounts
in question. The business account was held in the name of a close
corporation, of which the former partner was the sole member.
The banks advised that the accounts concerned were placed on hold due to
suspected fraud and stated that the holds could not be lifted.
It was impossible for the OBS or the banks to establish the rightful owner of the funds.

SON SETS ON BAD DEBT DAD

banks are continuously pionee
new products that allo

customers to use cellpho

The complainant and his father were granted a joint bond. Subsequently, the son lodged a
complaint with the OBS alleging that the bank granted the bond recklessly as his father had
numerous judgments listed with credit bureaux at the time of the application and did not consider
his father's age of 52 years, when it granted the 20-year home loan.

and smartphones for

When the complaint was lodged, the father had lost his job and could not solely afford the bond
repayments. The bank repossessed the property and auctioned it for R475 000, holding the pair liable
for the shortfall.
The bank confirmed that when the loan was granted, five judgments existed against the father, four
issued four years previously and one three years previously. However, the bank countered that a full and
proper assessment was completed according to the credit policy and procedures. There were no
judgments issued in the 12 months before the loan was granted, and the parties were not in debt
counselling, sequestrated, insolvent or under administration order. The bank further stated that their
application passed the behavioural criteria and met the minimum score. Their net monthly disposable
income was calculated to be R17 500, sufficient to cover the monthly instalments of a R700 000
mortgage.

The matter was found to be more suited to a court of law.
The OBS, having referred to the NCA, advised the complainant that the process followed by the bank
had been sound and that there could be no finding of reckless lending.
BRUSSON BRUISING FOR ALMOST HOME OWNER
The complainant bought a property from the bank for R250 000. He paid a deposit and secured the
guarantees within the stipulated 19 working days. He then resold the property for R430 000. However, the
bank cancelled the deal, which the complainant claimed was due to the 30% profit he made. The bank's
attorneys, he added, had sent him an email to this effect.

Lesson to be learnt:
An adverse credit listing does not necessarily preclude an individual from securing credit. The credit
provider may not be blamed for reckless lending if all available information was considered to
determine overindebtedness.

The bank argued that it had to no alternative but to cancel the sale of the property given the uncertainty
surrounding all properties linked to the collapsed Brusson Finance Scheme.
Assessments and case processing team
(back from left): Dimakatso Mangena, Edrich Buytendorp,
Manager Assessments and Case Processing and Don Mashigo.
Front: Kwanda Vabaza and Mpho Mokoena.
Inset: Jacqueline Plantinga.
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During the OBS investigation, the bank agreed to give transfer of the property to the complainant, but stated
that it would not accept responsibility for or assist with evictions. The bank agreed to pay the complainant
R5 000 for distress and inconvenience. The offer was declined.
The OBS then held a meeting with the bank, at which the bank upped its offer to R20 000, agreed to
pay reasonable legal costs incurred during the previous sale and offered to assist the complainant
to find another property.
The complainant accepted.
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CLONE OF CONTENTION

The complainant wanted the bank to compensate him for the loss of R180 000 profit, and for the distress and
inconvenience suffered.

transactions
the challenge

The complainant's motor vehicle was repossessed by the bank as his account was in arrears.
Subsequently the parties agreed that he would pay R60 000 to settle the account. His mother would
refinance the R60 000 in her name and the application for finance was approved. The motor vehicle was
subsequently released.
The following month, on finding that the vehicle was cloned, the bank cancelled the agreement to
refinance. It offered to write off the remaining balance, reimburse the repair costs and clear the
complainant's name with the credit bureau. The complainant requested that, in addition, the bank
reimburse the capital and the legal fees.

mitment to
fulfilling the visio
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OBS and promot

fair and impar
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As the bank had obtained judgment, all obligations of the initial agreement were terminated and the
agreement cancelled. The complainant, therefore, had no further claim to ownership of the vehicle, as
his earlier claim for transfer of ownership was sealed in the agreement. There was no legal case for the
bank to reimburse the capital.
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FAMILY TIES BIND HER
The employers of an elderly, illiterate, widowed
domestic worker helped her to take out a bond and to
repay it in full.
After the account was settled, a family member asked her to apply
for a R68 000 bond and to give the money to him. He undertook to
repay her bond instalments, but reneged. She feared that the bank
may repossess her house.
She alleged that the bank granted the bond recklessly given that she was a
widow, 62 years of age and earning just R1 900 a month.
The complainant wanted the bank to accept a reasonable settlement offer and to
provide documented proof that her family member received the funds so that she
could lodge a civil claim against him.
The bank highlighted that the bond was approved before the NCA was implemented and
that it was granted at the bank's commercial discretion, in line with its applicable credit
policies at the time.
The bank confirmed that the bond file was destroyed in a fire, but that computer records revealed
that affordability was not an issue at the time of application and that the complainant signed
acceptance of the 20-year repayment term.
Due to the time lapse, the bank was not able to provide account statements reflecting the disbursements to
the complainant's family member.
The OBS decided that, NCA aside, the Code of Banking Practice expected a bank to grant credit responsibly.

Assessments and case processing team
(back from left): Ronél van der Merwe, Cylvia Rapodile,
Abraham Mhlanga and Annicee Emmanuel.
Front: Helena van der Merwe and Maggie Forbes.
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Even if the complainant qualified for the bond according to her income, the office felt that the bank's decision
represented a considerable credit risk. While acknowledging that the complainant was naïve and contributed
to her own predicament, the Ombudsman asked that the bank reduce the outstanding balance. It agreed to a
50% reduction, which the complainant accepted.
Given the absence of records, the office suggested that the complainant subpoena her family member's
account statements directly from him to prove that he received the funds from her bond account.

THEY SAW HER COMING

banks are continuously pionee
new products that allo

customers to use cellpho

Fraudsters usually deposit a stolen cheque into a business account to pay for bought goods. The
amount is more than the value of the goods, so the fraudsters ask the business to refund the
difference. After the refund, the cheque returns unpaid.

and smartphones for

Fraudsters posing as investors told the complainant that they would invest funds in her business.
During negotiations, they obtained the personal and banking details as well as copies of three months'
bank statements of the business owner. They persuaded the complainant to hand over her bank card
and PIN so that they could check that the funds reflected in her bank account.
The fraudsters then paid and asked her to travel to Mozambique to discuss business ideas. Her travel
expenses would be reimbursed.
When the complainant declined, they withdrew from the agreement and asked her to refund a portion
of the money deposited in her bank account. The fraudsters accompanied her to the bank where she
withdrew more than R360 000 in foreign currency and handed the cash over.
According to the businesswoman, the funds reflected as 'available'. However, a few days later, the
account was overdrawn by R460 000 as both 'investment' cheques returned unpaid.
The complainant wanted the bank to reverse the R460 000 debit as she thought the cheques were
cleared.
The bank advised that the complainant was able to withdraw against the value of the cheque deposits
as the account's U-status, which dictates the hold placed on cheque deposits, was uplifted earlier at her
request.
To the OBS team, it appeared that the complainant was negligent in believing the misrepresentations and disclosing her personal and banking details, in spite of ongoing warnings from
the banks.
The Ombudsman concluded that the bank was not liable for the complainant's loss as she had not
acted with reasonable care. The bank was entitled to make the value of the cheque deposits available
to the complainant pending the outcome of the cheque clearance process. The complainant was at
liberty to contact the bank to confirm the status of the cheque deposits before accessing the funds and
handing them over to the fraudsters, but she didn't do this.
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STOP, THAT'S AN ORDER
The complainant noticed unauthorised debit order
amounts and approached the bank, which advised that he
should contact the company deducting the debits. He did
not do so. When he went back to the bank a year later, only then
did it load a stop order on the account.
The OBS ruled that the bank's actions were unreasonable, as it should
have applied a stop order immediately and should have found out
whether the company had the authority to debit the account.
When the bank requested the mandate from the company, the contract was
found to be fraudulent and, as a result, all the debit order deductions were
invalid. The company refunded the debits and the bank, at the OBS's suggestion,
offered a goodwill payment for failing to act timeously.

FINDING FAILS TO EASE THE PAIN

banks are continuously pionee
new products that allo

customers to use cellpho

The complainant, a physiotherapist, received a call from her patient's father, stating that he had
erroneously paid R25 000 into her account, instead of the R450 consulting fee. Seeing the funds
reflected, the physiotherapist transferred the difference back to the father. The next day, he phoned,
saying a further R25 000 had been paid to her in error. Once again, she transferred the money back to
him.

and smartphones for

When it became apparent that the payments were made via stolen cheques, the complainant held
that the bank was liable since she was not informed that she had a facility that allowed the proceeds
of uncleared cheques to reflect. The bank was willing to refund 25% of the initial amount.
The adjudicator found that, although the amounts clearly showed as cheque deposits, the complainant
had not contacted the bank to query the transactions and had not waited for the cheques to clear.
Furthermore, the name of the depositor and the patient's father were inconsistent.
As the customer had been negligent, the OBS upheld the bank's offer of a 25% refund.

Lesson to be learnt
On noticing unauthorised debits, approach the bank – it has a duty to assist in
verifying the source of the debits.

The complainant claimed that the funds were transferred before he gave notice and that this opened the door for
unauthorised withdrawals from his current account. He demanded a refund.

The customer requested an SMS notification facility on her new account. The card was allegedly kept in
a safe, as the funds were savings. Several months later, the customer noticed that the card was missing
and that all the funds had been withdrawn. She suspected her home helper and demanded a full refund
from the bank on the grounds that the SMS facility had not been activated.
Transactions were performed with the customer's card and PIN.
The bank argued that the customer was negligent by not keeping her card and PIN safe.

Vera Ristic (Personal Assistant to the
Ombudsman) and Louise Hall (Financial and Human
Resources Manager).
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Available information proved that the complainant provided the bank with notice only two days after the
transfer. Thus the bank failed to comply with the customer's instruction, causing losses.
The OBS found the bank responsible for the full loss of R1 800 and instructed it to pay an additional R500 for
distress and inconvenience.
Lesson to be learnt
Although the unauthorised withdrawals could not have taken place without the customer's
card and PIN, the bank failed in its duty to carry out the customer's instructions. The bank also
failed in its duty to act reasonably, fairly and ethically towards the customer. Furthermore,
the bank has a duty to provide reliable banking and payment systems services.
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IN A SAFE, BUT UNSAFE

One day before he had given the bank notice, unauthorised withdrawals using a card and PIN were made
from his account.

banks face is to
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Lesson to be learnt
Sources of deposits should be verified and the clearance period should expire before withdrawing
or transferring against uncleared funds.

BANK JUMPS GUN, TAKES HIT ON BOTTOM LINE
On giving notice on his investment account, the complainant asked the bank to transfer his
investment funds into his current account. He was told that the funds would reflect within 24 hours.

transactions
the challenge

The OBS found that the claim was based on the probability that she would necessarily respond to SMS
notifications and that she was negligent. However, good banking suggests that a bank has a duty to
advise the customer that the SMS service would not be operative unless the cellphone was present at
the time of registering and the notification SMS validated.
The office recommended a goodwill payment, which was accepted by both parties.
Lesson to be learnt
Card users should be aware of the location of their cards at all times and never apply PINs that are
predictable. Contact the bank if a requested facility is not loaded.
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During the year, the OBS continued its
three-pronged approach to marketing,
namely increasing awareness of the office and
its services, consolidating its credibility and
reputation, and warning consumers of the everevolving antics of fraudsters and con artists, ready to
swoop on the unsuspecting few who, inexplicably,
have not heard the adage 'if it looks too good to be true,
it probably is'.

ONE DAY IS NONE DAY
The complainant was advised that he had won an
international lottery and would need to pay administration
fees to receive the funds. He transferred R126 000 into various
accounts with one bank and R39 000 into an account with a
second institution.
On realising that it was a scam, he approached the banks to refund
him.

To get the message across, the office maintained its radio presence through
2012, with interviews on several stations, including Alfred Nzo Radio and
Mohodi, Phalaborwa and Musina community stations, on internet and
cellphone banking fraud.

During the OBS investigation, it was discovered that the account with one
of the banks was opened according to its duty of care and that all was
above board. The bank could not have known that the account owner was a
fraudster.

The office's profile was boosted with slots on SABC 1 and 2, and interviews on Classic
FM. OFM, 702 Talk Radio, Voice of the Cape and several community stations.

The second bank, however, did not adhere to its duty of care when opening an
account and a refund was requested.

During the year, the Ombudsman also featured on the pages of Personal Finance, Your
Money, Consumer Fair and Imali Matters, among other publications.

Lesson to be learnt
Complainants should not be too trusting and must be aware of the different scams for they
cannot blame the banks for falling victim to fraud and for transactions concluded with third
parties. On the other hand, scam or not, the banks must comply with their duty of care when
opening a bank account to ensure that it is not opened for fraudulent purposes.

In November 2012, the OBS Annual Excellence Awards function was held at the Hilton Hotel in
Sandton. At this function, recognition is given to banks and bank individuals that have excelled in
the past year in dispute resolution.
The winner in category A (the bigger banks) was FNB and the winner in category B (the smaller banks) was
African Bank.
The individual winners were Theresia Spang of ABSA Bank in category A and Dumile Simoki of Capitec Bank in
category B, being an individual from the bigger and smaller banks respectively.

OBS staff: Queen
Tladi and Irene Thupi.
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Members of African Bank,
the winning bank in category B.

MARKE TING
and OUTREACH

ACTIVITIES
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GENERAL INFORMATION (AT YEAR END)
Country of incorporation and domicile

South Africa

Nature of business and principal activities

Banking dispute resolution and related services

Directors

JF Myburgh

Independent Non-Executive

TN Raditapole

Independent Non-Executive

C Coovadia

Banking Sector

NM Lala Mohan

Banking Sector (alternate)

D Terblanche

Independent Non-Executive

I Steyn

Banking Sector

T Venter

Independent Non-Executive

J Taylor

Banking Sector

TN Msibi

Independent Non-Executive
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Members of FNB, the winning bank in category A.

First Floor
51 West Street, Houghton
Johannesburg

Individual winner in
category A, Theresia
Spang from ABSA
Bank.

Individual winner in category B,
Dumile Simoki from Capitec Bank.
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2041
Business address

First Floor
Houghton Place
51 West Street, Houghton
Johannesburg
2041

Postal address

PO Box 87056
Houghton
Johannesburg
2041

Bankers

First National Bank

Secretary

Corporate Law Services (Pty) Ltd.

Tax reference number

Tax-exempted entity
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DIRECTORS’ RESPONSIBILITIES AND APPROVAL
FOR THE YEAR ENDED 31 DECEMBER 2012
The directors are required in terms of the Companies Act 71 of 2008 to maintain adequate accounting records and are responsible for
the content and integrity of the audited annual financial statements and related financial information included in this report. It is their
responsibility to ensure that the audited annual financial statements fairly present the state of affairs of the company as at the end
of the financial year and the results of its operations and cash flows for the period then ended, in conformity with International
Financial Reporting Standards. The external auditors are engaged to express an independent opinion on the audited annual
financial statements.
The audited annual financial statements are prepared in accordance with International Financial Reporting Standards and are
based upon appropriate accounting policies consistently applied and supported by reasonable and prudent judgements and
estimates.
The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the
company and place considerable importance on maintaining a strong control environment. To enable the directors to meet
these responsibilities, the board of directors sets standards for internal control aimed at reducing the risk of error or loss in a cost
effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout the company and all employees are required to maintain the highest ethical standards in ensuring the company's
business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the
company is on identifying, assessing, managing and monitoring all known forms of risk across the company. While operating risk
cannot be fully eliminated, the company endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems
and ethical behaviour are applied and managed within predetermined procedures and constraints.
The directors are of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the financial records may be relied on for the preparation of the audited annual financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against
material misstatement or loss.
The directors have reviewed the company's cash flow forecast for the year to 31 December 2013 and, in the light of this review and the
current financial position, they are satisfied that the company has or has access to adequate resources to continue in operational existence
for the foreseeable future.
The external auditors are responsible for independently reviewing and reporting on the company's audited annual financial statements. The
audited annual financial statements have been examined by the company's external auditors and their report is presented on page 27.
The audited annual financial statements set out on pages 28 to 43, which have been prepared on the going concern basis, were approved by the
board of directors on 13 March 2013 and were signed on its behalf by:

Director
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF THE OMBUDSMAN FOR BANKING SERVICES

We have audited the annual audited annual financial statements of the Ombudsman for Banking Services, as set out on page 28 to 43, which comprise
the statement of financial position as at December 31, 2012, the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory information.
Directors' Responsibility for the Audited Annual Financial Statements
The company's directors are responsible for the preparation and fair presentation of these audited annual financial statements in accordance with
International Financial Reporting Standards, and requirements of the Companies Act 71 of 2008, and for such internal control as the directors determine
is necessary to enable the preparation of audited annual financial statements that are free from material misstatements, whether due to fraud or error.
Auditors' Responsibility
Our responsibility is to express an opinion on these audited annual financial statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the audited annual financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the audited annual financial statements. The
procedures selected depend on the auditors' judgemental, including the assessment of the risks of material misstatement of the audited annual financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity'S preparation and
fair presentation of the audited annual financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the audited annual
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the audited annual financial statements present fairly, in all material respects, the financial position of Ombudsman for Banking Services
as at December 31, 2012, and its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting
Standards, and the requirements of the Companies Act 71 of 2008.

---------------------------------------------Partner
Per: Nyarai Muzarewetu CA (SA)
Partner
13 March 2013

Director
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DIRECTORS’ REPORT

CERTIFICATE FROM THE COMPANY SECRETARY

FOR THE YEAR ENDED 31 DECEMBER 2012
The directors submit their report for the year ended 31 December 2012.
1. Review of activities
Main business and operations
The company is engaged in banking dispute resolution and related services and operates principally in South Africa.

FOR THE YEAR ENDED 31 DECEMBER 2012
In terms of section 88(2)(e) of the Companies Act, 71 of 2008, as amended, I certify that, to the best of my knowledge
and belief, the company has lodged with the Companies and Intellectual Properties Commission (CIPC) for the financial
year ended 31 December 2012 all such returns as are required of a public company in terms of the Act, and that all such
returns are true, correct and up to date.

The operating results and state of affairs of the company are fully set out in the attached audited annual financial statements and
do not in our opinion require any further comment.
2. Events after the reporting period
The directors are not aware of any matter or circumstance arising since the end of the financial year that has a material impact
on the audited annual financial statements.

Corporate Law Services (Pty) Ltd.
Company secretary

3. Authorised and issued share capital
There were no changes in the authorised or issued share capital of the company during the year under review.
4. Directors
The directors of the company during the year and to the date of this report are as follows:
Name
JF Myburgh
TN Raditapole
C Coovadia
NM Lala Mohan (alternate)
D Terblanche
I Steyn
T Venter
J Taylor
TN Msibi
J Mathekga

Nationality
South African
South African
South African
South African
South African
South African
South African
South African
South African
South African

Changes

Appointed Friday 21January 2011
Appointed Wednesday 7 March 2012
Appointed Monday 23 July 2012
Resigned Wednesday 11 April 2012

5. Secretary
The secretary of the company is Corporate Law Services (Pty) Ltd of:
Business address:
Central Office Park Unit 3, 257 Jean Avenue, Centurion 0157
Postal address:
PO Box 7750, Centurion 0046
6. Auditors
The appointment of the auditors will be done in accordance with section 90 of the Companies Act 71 of 2008 at the annual general meeting.
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STATEMENT OF FINANCIAL POSITION

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2012

FOR THE YEAR ENDED 31 DECEMBER 2012

Figures in Rands

Note(s)

2012

2011

Assets
Non-current assets
Property, plant and equipment
Intangible assets

Current assets
Trade and other receivables
Cash and cash equivalents

2
3

4
5

Total assets

936 153
84 717
1 020 870

1 013 954
58 287
1 072 241

114 185
19 642 861
19 757 046

96 000
22 458 109
22 554 109

20 777 916

23 626 350

1 030 387

(890 005)

19 747 529
19 747 529

24 516 355
24 516 355

20 777 916

23 626 350

Figures in Rands

Note(s)

2012

2011

Revenue
Other income
Operating expenses

7

20 925 238
9 600
(19 706 512)

19 055 701
5 457
(20 106 890)

Operating profit/(loss)
Investment revenue

8

1 228 326
692 066

(1 045 732)
660 197

Profit/(loss) for the year
Other comprehensive income

1 920 392
–

(385 535)
–

Total comprehensive income/(loss) for the year

1 920 392

(385 535)

Equity and liabilities
Equity
Retained income

Liabilities
Current liabilities
Trade and other payables
Total liabilities
Total equity and liabilities
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STATEMENT OF CHANGES IN EQUITY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2012

FOR THE YEAR ENDED 31 DECEMBER 2012

Figures in Rands

Retained income Total equity

Figures in Rands

2012

2011

9

(3 066 447)
692 066
(2 374 381)

1 660 984
660 197
2 321 181

2
3

(324 282)
(116 586)

(960 151)
(52 261)

Balance at 1 January 2010
Loss for the year
Other comprehensive income

(504 470)
(385 535)
–

(504 470)
(385 535)
–

Total comprehensive loss for the year

(385 535)

(385 535)

Balance at 1 January 2011
Profit for the year
Other comprehensive income

(890 005)
1 920 392
–

(890 005)
1 920 392
–

Total comprehensive income for the year

1 920 392

1 920 392

Purchase of property, plant and equipment
Purchase of other intangible assets

Balance at 31 December 2012

1 030 387

1 030 387

Net cash from investing activities

(440 868)

(1 012 412)

Total cash movement for the year
Cash at the beginning of the year

(2 815 249)
22 458 109

1 308 769
21 165 679

19 642 860

22 474 448

Cash flows from operating activities
Cash generated from (used in) operations
Interest income
Net cash from operating activities

Cash flows from investing activities

Total cash at end of the year
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ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 DECEMBER 2012
1.
Presentation of audited annual financial statements
The audited annual financial statements have been prepared in accordance with International Financial
Reporting Standards, and the Companies Act 71 of 2008. The audited annual financial statements have
been prepared on the historical cost basis, and incorporate the principal accounting policies set out
below. They are presented in South African Rands.
These accounting policies are consistent with those of the previous period.
1.1 Significant judgements and sources of estimation uncertainty
In preparing the audited annual financial statements, management is required to make estimates and
assumptions that affect the amounts represented in the audited annual financial statements and related
disclosures. Use of available information and the application of judgement is inherent in the formation of
estimates. Actual results in the future could differ from these estimates, which may be material to the
audited annual financial statements. Significant judgements include:
1.2 Property, plant and equipment
The cost of an item of property, plant and equipment is recognised as an asset when:
n it is probable that future economic benefits associated with the item will flow to the company, and
n the cost of the item can be measured reliably.

The gain or loss arising from the precognition of an item of property, plant and equipment is included in profit or loss
when the item is unrecognised. The gain or loss arising from the precognition of an item of property, plant and
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.
1.3 Intangible assets
An intangible asset is recognised when:
n it is probable that the expected future economic benefits that are attributable to the asset will flow to the entity, and
n the cost of the asset can be measured reliably.
Intangible assets are initially recognised at cost.
Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.
An intangible asset arising from development (or from the development phase of an internal project) is recognised when:

n it is technically feasible to complete the asset so that it will be available for use or sale;
n there is an intention to complete and use or sell it;
n there is an ability to use or sell it;

n it will generate probable future economic benefits;

n there are available technical, financial and other resources to complete the development and to use or sell the asset, and
n the expenditure attributable to the asset during its development can be measured reliably.

Property, plant and equipment is initially measured at cost.
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.
Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and
costs incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in
the carrying amount of an item of property, plant and equipment, the carrying amount of the replaced
part is unrecognised.
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An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable limit to the period
over which the asset is expected to generate net cash inflows. Amortisation is not provided for these intangible assets, but they are tested for
impairment annually and whenever there is an indication that the asset may be impaired. For all other intangible assets amortisation is
provided on a straight-line basis over their useful life.

Property, plant and equipment are depreciated on the straight-line basis over their expected useful lives
to their estimated residual value.

The amortisation period and the amortisation method for intangible assets are reviewed at every period end.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.
The useful lives of items of property, plant and equipment have been assessed as follows:

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that the asset may
be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over its useful life.

Item
Furniture and fixtures
Office equipment
IT equipment
Security equipment

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as intangible
assets.

Average useful life
5 years
5 years
4 years
5 years

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as follows:
Item
Useful life
Computer software
2 years

The residual value, useful life and depreciation method of each asset are reviewed at the end of each
reporting period. If the expectations differ from previous estimates, the change is accounted for as a
change in accounting estimate.

1.4 Financial instruments
Initial recognition and measurement

The depreciation charge for each period is recognised in profit or loss unless it is included in the carrying
amount of another asset.

Financial instruments are recognised initially when the company becomes a party to the contractual provisions of the
instruments.
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ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 DECEMBER 2012
The company classifies financial instruments, or their component parts, on initial recognition as a financial
asset, a financial liability or an equity instrument in accordance with the substance of the contractual
arrangement.
Financial instruments are measured initially at fair value, except for equity investments for which a fair value
is not determinable, which are measured at cost and are classified as available-for-sale financial assets.
For financial instruments that are not at fair value through profit or loss, transaction costs are included in
the initial measurement of the instrument.
Regular-way purchases of financial assets are accounted for at settlement date.
Trade and other receivables
Trade receivables are measured at initial recognition at fair value, and are subsequently measured at
amortised cost using the effective interest rate method. Appropriate allowances for estimated irrecoverable
amounts are recognised in profit or loss when there is objective evidence that the asset is impaired.
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in payments (more than 30 days overdue) are considered
indicators that the trade receivable is impaired. 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 initial recognition.
The carrying amount of the asset is reduced through the use of an allowance account, and the amount of
the loss is recognised in profit or loss within operating expenses. When a trade receivable is uncollectable,
it is written off against the allowance account for trade receivables. Subsequent recoveries of amounts
previously written off are credited against operating expenses in profit or loss.
Trade and other receivables are classified as loans and receivables.
Trade and other payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using
the effective interest rate method.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term, highly
liquid investments that are readily convertible to a known amount of cash and are subject to an
insignificant risk of changes in value. These are initially and subsequently recorded at fair value.
Bank overdraft and borrowings
Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at
amortised cost, using the effective interest rate method. Any difference between the proceeds (net of
transaction costs) and the settlement or redemption of borrowings is recognised over the term of the
borrowings in accordance with the company's accounting policy for borrowing costs.
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Held to maturity
These financial assets are initially measured at fair value plus direct transaction costs.
At subsequent reporting dates these are measured at amortised cost using the effective interest rate method, less any
impairment loss recognised to reflect irrecoverable amounts. An impairment loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is measured as the difference between the investment's carrying amount and
the present value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.
Impairment losses are reversed in subsequent periods when an increase in the investment's recoverable amount can be related
objectively to an event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the
investment at the date the impairment is reversed shall not exceed what the amortised cost would have been had the impairment not
been recognised.
Financial assets that the company has the positive intention and ability to hold to maturity are classified as held to maturity.
1.5 Leases
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is classified as an
operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.
Operating leases – lessee
Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between the amounts
recognised as an expense and the contractual payments is recognised as an operating lease asset. This liability is not discounted.
Any contingent rents are expensed in the period they are incurred.
1.6 Impairment of assets
The company assesses at each end of the reporting period whether there is any indication that an asset may be impaired. If any such
indication exists, the company estimates the recoverable amount of the asset.
Irrespective of whether there is any indication of impairment, the company also:
n tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment annually by comparing
their carrying amount with their recoverable amount. This impairment test is performed during the annual period and at the same
time every period, and
n tests goodwill acquired in a business combination for impairment annually.
If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to which
the asset belongs is determined.
The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in
use.
If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. That reduction is an impairment loss.
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ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 DECEMBER 2012
An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is
recognised immediately in profit or loss. Any impairment loss of a revalued asset is treated as a revaluation
decrease.
An entity assesses at each reporting date whether there is any indication that an impairment loss
recognised in prior periods for assets other than goodwill may no longer exist or may have decreased. If
any such indication exists, the recoverable amounts of those assets are estimated.
The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment
loss does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior periods.
A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation
other than goodwill is recognised immediately in profit or loss. Any reversal of an impairment loss of a
revalued asset is treated as a revaluation increase.

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately are subsequently
measured at the higher of:
n the amount that would be recognised as a provision, and
n the amount initially recognised less cumulative amortisation.

1.7 Employee benefits
Short-term employee benefits
The cost of short-term employee benefits, (those payable within 12 months after the service is rendered,
such as paid vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), is
recognised in the period in which the service is rendered and is not discounted.

Contingent assets and contingent liabilities are not recognised.

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

Interest is recognised, in profit or loss, using the effective interest rate method.

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal
or constructive obligation to make such payments as a result of past performance.

Service fees included in the price of the product are recognised as revenue over the period during which the service is performed.

1.8 Provisions and contingencies
Provisions are recognised when:
n the company has a present obligation as a result of a past event;
n it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, and
n a reliable estimate can be made of the obligation.
The amount of a provision is the present value of the expenditure expected to be required to settle the
obligation. Where some or all of the expenditure required to settle a provision is expected to be reimbursed
by another party, the reimbursement shall be recognised when, and only when, it is virtually certain that
reimbursement will be received if the entity settles the obligation. The reimbursement shall be treated as
a separate asset. The amount recognised for the reimbursement shall not exceed the amount of the
provision. Provisions are not recognised for future operating surplus.
If an entity has a contract that is onerous, the present obligation under the contract shall be recognised
and measured as a provision.
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A constructive obligation to restructure arises only when an entity:
n has a detailed formal plan for the restructuring, identifying at least:
• the business or part of a business concerned;
• the principal locations affected;
• the location, function and approximate number of employees who will be compensated for terminating their services;
• the expenditures that will be undertaken, and
• when the plan will be implemented.
n has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan or
announcing its main features to those affected by it.

1.9 Revenue
Revenue is measured at the fair value of the consideration received or receivable and represents the amounts receivable for goods and
services provided in the normal course of business, net of trade discounts and volume rebates, and value added tax.

Dividends are recognised, in profit or loss, when the company's right to receive payment has been established.

1.10 Borrowing costs
Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised as part of
the cost of that asset until such time as the asset is ready for its intended use. The amount of borrowing costs eligible for capitalisation is
determined as follows:
n actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any temporary
investment of those borrowings, and
n weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of
obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred.
The capitalisation of borrowing costs commences when:
n expenditures for the asset have occurred;
n borrowing costs have been incurred, and
n activities that are necessary to prepare the asset for its intended use or sale are in progress.
Capitalisation is suspended during extended periods in which active development is interrupted. Capitalisation ceases
when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are complete.
All other borrowing costs are recognised as an expense in the period in which they are incurred.
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012
Figures in Rands

Figures in Rands

2 Property, plant and equipment

3. Intangible assets

657 754
134 095
1 582 443
40 372

2012
Accumulated
depreciation
(234 051)
(130 606)
(1 073 482)
(40 372)

Carrying
Cost
value
423 703
657 754
3 489
134 095
508 961 1 258 161
–
40 372

2011
Accumulated Carrying
depreciation
value
(102 500) 555 254
(122 847) 11 248
(812 600) 445 561
(38 481)
1 891

2 414 664

(1 478 511)

936 153 2 090 382

(1 076 428)1 013 954

Cost
Furniture and fixtures
Office equipment
IT equipment
Other property, plant and
equipment
Total

Furniture and fixtures
Office equipment
IT equipment
Other property, plant and equipment
Total

Additions

Depreciation

–
–
324 282
–
324 282

(131 551)
(7 759)
(260 882)
(1 891)
(402 083)

Closing
balance
423 703
3 489
508 961
–
936 153

Furniture and fixtures
Office equipment
IT equipment
Other property, plant and equipment
Total

Additions

Depreciation

657 754
–
302 397
–
960 151

(102 500)
(7 891)
(243 568)
(8 076)
(362 035)

Closing
balance
555 254
11 248
445 561
1 891
1 013 954

(563 272)

2011
Cost/ Accumulated Carrying
valuation amortisation
value

84 717

651 590

Opening
balance
58 287

Additions

(593 303)

58 287

Reconciliation of intangible assets – 2012

116 586

Amortisation Closing
balance
(90 156) 84 717

Reconciliation of intangible assets – 2011

Computer software, other

Opening Additions Amortisation
Total
balance
111 206
52 261
(105 180) 58 287

4. Trade and other receivables
2012
18 185
96 000
114 185

2011
–
96 000
96 000

19 642 861

22 458 109

162 901
17 985 122
128 171
508 062
963 273
19 747 529

59 381
23 562 019
464 433
410 674
19 848
24 516 355

5. Cash and cash equivalents
Cash and cash equivalents consist of:
Bank balances
6. Trade and other payables
Trade payables
Subscriptions received in advance
Provision for leave pay
VAT
Accrued employee costs
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647 989

Trade receivables
Deposits

Reconciliation of property, plant and equipment – 2011
Opening
balance
–
19 139
386 732
9 967
415 838

Computer software, other

Computer software, other

Reconciliation of property, plant and equipment – 2012
Opening
balance
555 254
11 248
445 561
1 891
1 013 954

2012
Cost/ Accumulated Carrying
valuation depreciation
value
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NOTES TO THE AUDITED ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012
Figures in Rands

2012

2011

2011

Directors’ fees

Total

98 000

98 000

TN Raditapole

101 726

101 726

D Terblanche

70 000

70 000

T Venter

50 000

50 000

J Mathekga

48 771

48 771

368 497

368 497

JF Myburgh
7. Revenue
Subscriptions received

20 925 238

19 055 701

8. Operating profit/(loss)
Operating profit/(loss) for the year is stated after accounting for the following:

11. Risk management
Operating lease charges
Premises
• Contractual amounts
Depreciation and amortisations
Employee costs

Liquidity risk
1 903 347

1 615 454

492 238
13 887 681

467 213
13 727 782

The company's risk to liquidity is a result of the funds available to cover future commitments. The company manages liquidity risk
through an ongoing review of future commitments and credit facilities.
Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

9. Cash generated from/(used in) operations
Interest rate risk
(Loss)/profit before taxation
Adjustments for:
Depreciation and amortisation
Interest received
Changes in working capital:
Trade and other receivables
Trade and other payables

10.

1 920 392

(385 535)

The company has no borrowings that are either at fixed interest rates or market interest rates.

492 238
(692 066)

467 213
(660 197)

Investment risk

(18 185)
(4 768 826)
(3 066 447)

119 815
2 119 688
1 660 984

Directors' emoluments

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The company
deposits cash with only major banks with high quality credit standing and limits exposure to any one counterparty. The company
deposits the bulk of its cash in a money market call account managed by Stanlib and transfers cash to an FNB current account
‘as and when‘ funds are required for operations.
12.

Operating lease

Non-executive
The Ombudsman for Banking Services leases its office accommodation in terms of operating lease. Escalations of 9% have
2012
JF Myburgh
TN Raditapole
D Terblanche
T Venter
TN Msibi
J Mathekga
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Directors’ fees
104 860
68 480
79 180
85 600
32 100
10 000
380 220

Total
104 860
68 480
79 180
85 600
32 100
10 000
380 220

been included in the lease agreements. The total future minimum lease payment under this lease is as follows:
2012

2011

Due within one year

1 598 473

1 229 960

Due between one and five years

4 126 274

4 800 624

5 724 747

6 030 584
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DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012
Figures in Rands

2012

2011

20 925 238

19 055 701

9 600
692 066
701 666
(19 706 512)

5 457
660 197
665 654
(20 106 890)

Profit/(loss) for the year
Other comprehensive income

1 920 392
–

(385 535)
–

Total comprehensive income/(loss) for the year

1 920 392

(385 535)

(380 220)
(113 107)
(9 384)
(492 238)
(13 887 681)
(100 495)
(284 696)
–
(121 908)
(34 453)
(1 474)
(752 143)
(73 673)
(1 903 347)
(60 867)
(65 031)
(6 630)
(58 913)
(467 238)
(83 974)
(290 737)
(42 421)
(63 506)
(179 800)
(232 576)
(19 706 512)

(368 498)
(109 467)
(13 575)
(467 213)
(13 727 782)
(218 105)
(261 682)
(428 275)
–
(44 552)
(2 863)
(676 430)
(75 230)
(1 615 454)
(94 545)
(253 140)
(24 459)
(67 640)
(800 319)
(66 061)
(300 184)
(40 488)
(59 030)
(251 630)
(140 268)
(20 106 890)

Revenue
Subscriptions received
Other income
Profit on sale of assets
Finance income
Expenses (refer to page 45)

Operating expenses
Board fees
Auditors’ remuneration
Bank charges
Depreciation, amortisation and impairments
Employee costs
Entertainment
Call centre
Premises relocation
Penalties and Interest
Offsite storage
Gifts
IT expenses
Insurance
Lease rentals on operating lease
Consulting fees
Recruitment fees
Postage
Printing and stationery
Promotions
Repairs and maintenance
Equipment rental and maintenance
Staff welfare
Subscriptions
Telephone and fax
Training
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