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BoarD NOTICE

Notice is hereby given for general information that Board Notice 30 of 2005
in Gazette No. 27339 of 2 March 2005 Is hereby repealed and replaced with
the following:

BOARD NOTICE 57 OF 2005
FINANCIAL SERVICES BOARD

FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002
(ACT NO. 37 OF 2002)

FORM AND MANNER OF EXTERNAL AUDITOR'S REPORT (SECTION 19(3) OF
FAIS ACT)

I, Jeffrey van Rooyen, Registrar of Financial Services Providers, hereby under section
19(3) of the Financial Advisory and Intermediary Services Act, 2002 (Act No. 37 of 2002)
{(“the Act” or “the FAIS Act”), determine the form and manner of confirmation by an
external auditor of a financial services provider of the matters referred to in that section
as set out in the Schedule hereto, and so determine the following provisions in
connection therewith:

(&) That this Determination applies to all financial services providers who have not
been exempted in terms of the Act from compliance with section 19(Z) of the
Act;

(b) that a report substantially conforming to the report in the Schedule, in written
form and signed, must be submitted to-me by the auditor concerned, in addition

1o and simultaneously with the financial statements referred to in section 19(2)
of the Act;

(c) () that where report options / attematives / choices are granted in the: wording of
the Schedule, or a non-applicable section appears therein, t1e non-
applicable option or section must be deleted and intialled:

(i) that any additional comments which the auditor wishes to make must
be attached in separate and signed attachments;

(d) that in this Notice and the Scheduls, unless the context otherwise indicates or #
is otherwise clearly inappropriate —

(® any word or expression 10 which a meaning has been assigned in the
Act has that meaning; '

{ii) “General Code of Conduct” means the General Code of Coniuct for
Authorised Financial Services Providers and Representatives, 2003,

as published by Board Notice No. 80 of 2003 in Gazetie No. 25299 of
8 August 2003;



4 No. 27704 GOVERNMENT GAZETTE, 21 JUNE 2005

i)  Provider” or “financial services provider" means an authori$ed
financial services provider;

{iv)  ‘“reporting date” means the last date for any relevant reporting period;

v “reporting period” means the period ¢overed by the repont.
This Notice repeals the Determination of Form of, and Manner of Cc:nﬁrmatio' in,
External Auditor's Report {Section 19(3) of FAIS Act), 2005, as published by Board
Notice 30 of 2005 in Gazette No. 27339 of 2 March 2005, and replaces it with|a new

Notice called the Form and Manner of External Auditor’s Report (Section 19(3) of FAIS
Act), 2005, and comes into operation on the date of publication thereof.

Cox,
N

J VAN ROOYEN,

Registrar of Financial Services Providers
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SCHEDULE

Factual Findings Report to the Registrar of Financial Services Proviglers in terms
of section 19(3) of the Financial Advisory and Intermediary Services Act, 2002 {(Act
No. 37 of 2002)(“the Act”) by the independent auditor

In accordance with section 19(3) of the Act, we have performed the procadures agreed
‘with you and described in the guidance issued by the Financial Servi Board with -
respect to the compliance by ... (Business name of the Provider) with
section 19(3) of the Act. Our engagement was undertaken in accordance with the
International Standards on Related Services' (ISRS) applicable to |agreed-upon
procedures engagements. The respansibility for determining the adequacy or otherwise
of the procedures agreed to be performed, is that of the Registrar. Our preedures were
performed solely to assist the Registrar in evaluating the compliance by the Praovider
with section 19(3) of the Act.

Findings

Based on our procedures as regards money and assets held by the Provi
of clients (hereafter referred to as “trust accounts”), our findings are:

1. With regard to procedure 1, we enquired whether the accounting $ystem of the
Provider are structured in such a manner that the accounting records of the trust
accounts and the accounting records of the Provider are separately maintained
We observed that the accounting system is structured in such ajl manner/ we
observed that the accounting system is not structured in such a marjner.

2. With regard to procedure 2, the balance per the bank confirmation letters of R...
agreed to the balance reflected in the Provider's recordsithe following
discrepancy befween the bank confirmation letters and the Provider's records

er on behalf

Payments appearing on the bank statements after year-end were |
bank statement after year-eénd. ... payments relating to the financiallyear did not
appear on the outstanding cheque listing at year-end.

Cheques on the outstanding cheque listing at year-end were traced|to the bank
statements after year-end/Of the ... cheques on the outstanding cheque listing at
year-end ... cheques were not found in the bank statements after yegr-end.

4. With regard to procedure 4, we obtained a schedule of fransfers, fgr the period
before and after year-end, between all bank accounts of the Plovider and
confirmed that the transfers were accounted for in the same|accounting

' ISRSs are to be applied for all related services reports issved on or after 1 Janyary 20058. See th

PAAB Circutar
B.172004, "Adoption of IAASBE Standards by the Auditing angd Assurance Standards Board”.
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10.

1.

12.

period/the following transfers were not accounted for in the same accounting
period ...

We confirmed that the transfers listed on the schedule were valid By inspecting
documentation supporting the transfer/the following transfers were npt supported
by documentation.

With regard to procedure 5, for two months, namely... and ....., depogits into trust .
accounts were agreed to supporting documentation/the following deposits were
not supported by documentation ...

We confirmed whether deposits were made within one businegs day/ the
following deposits were not made within one business day....

With regard to procedure 6, for two months, namely..... and ..., payments from
trust accounts were agreed to supporting docurmentation to confirmy

payments were not supported by a valid client instruction/mandate ...

We further agreed each payment made into the Provider's business
the trust account, during the two months selected, to supporting dogumentation

contract with the client/ the following fees transferred into the P
bank account were not supported by a client contract. ..

With regard to procedure 7, we confirmed that restrictions on trust ac¢ounts were
not breached while performing agreed procedures 5 and 6 / the following
breaches of restrictions on trust accounts were identified while performing agreed
procedures 5 and 6 ...

With regard to procedure 8, .. .client files were seiected . Movements referred to
in the files were traced to bank statementsithe following movements were not
able to be traced to bank statements .....;9. With regard to procedure 9, the

accounts ... /the following interest amounts were not found in the trus§ account in
the Provider's records of trust accounts .....

With regard to procedure 11, we selected payments and receipts from the
Provider's business bank accounts for two months within the financiallyear of the
Provider and confirmed whether the payments and recsipts werg not trust
monies erroneously dealt with as business monies / the following payjments and
receipts did constitute trust monies dealt with as business monies. ..

V\ﬁth_ regard to procedure 12, the schedule of non-monetary assets hellf on behalf
of chgnts totaling R.... was obtained. According to the schedule oljtained the
following non-maonetary assets were held in the name of the Provider gn behalf of
clients.....................

Because the above procedures do not constitute either an audit or a revieWw made in
accordance with statements of South African Auditing Standards (or Intemational
Standards on Auditing), we do not express any assurance on the trust accdunts as at

-------
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Had we performed additional procedures or had we performed an audit or rqview of the
trust accounts in accordance with statements of South African Auditing Standards (or
International Auditing Standards), other matters might have come to our affention that
would have been reported to you.

Qur report is solely for the information of the registrar and is not to be used fgr any other
purpose, nor is it to be distributed to any other party.

Auditor Narme

Registered Accountant and Auditor
Address '

Date
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Annexure A
Agreed-upon procedures for auditor reports to be issued in terms of sgction 19(3)
of the FAIS Act
The procedures listed below represent the procedures agreed with the FSB for
engagements performed in terms of section 19(3) of FAIS.
Section 19(3) refers to money and assets held on behalf of clients (referrad to in this
guidance note as “trust accounts”). (Trust account/s in the context of FAIS refers to

bank accounts opened in the name of the provider to hold money on behalf of clients.

Trust accounts do not form part of the assets of the Provider and as s
disclosed on the balance sheet of the Provider).

The agreed-upon procedure 12 regarding non-monetary assets held on beh
in_the name of the Provider has been included because the Regis
information regarding non-monetary assets heid on behalf of clients by Prov
Provider's name. No additional procedures regarding this information
requested.

The engagement is performed in context of the requirements of paragraph
General Code of Conduct for Authorised Financial
Representatives on custody of financial products and funds, namely*Custody
products and funds®™

2 *10(1) Subject to the provisions of any other applicable Act, a provider who receives or holds fi
products or funds of or on behslf of a client must account for such products or funds property and

{8) when documents of title are lodged with the provider on behalf of the client, the provider musti

provide written confirmation of receipt thereof which contains a description of the documents-that

h are not

f of clients
r requires
ders in the
has been

10 of the

Services Providers and

hf financial

ncial
promptly ang—

mediately
sufficient to

identify them:
(b) when a provider receives funds into safe custody without the madiation of a bank, the provider
receipt of the money, issue a written confirmation of receipt theraof;

(¢) where the provider, or a third party on behalf of either of them, is in control of such financial pra
funds, take reasonabie steps to ensure that they are adequately safeguarded:

st on
Hucts or

{d) open and maintain a separate account, designated for cfient funds, at a bank and-
(i) must within one business day of receipt pay into the actount afl funds held on behalf §f dients;

(i1} ensure that the separate acegunt only containg funds of clients and not those of the p

i

(i) pay a# bank charges in respect of the separate account'exoepf that bank charges s
relating to & deposit or withdrawa! of the funds of the client are for the client's own accouft;

(iv} ensure that any intevest accruing to the funds in the separate account is payable to
the owner of the funds; .

() take regsonable steps to ensure~

(i) that at all times such financial products or funds are dealt with strictly in acgordance wlh the
mandate given to the provider;

(i) that client financiat products of funds are readily discernible from private assets or furlls of the

provider; and

{iiiy that. subject to any applicable contractual or statutory provisions, a client has raady abcess to any
amount paid into the separate account, less any deductions which are authorised, and cHarges and
fees required or authorised to be pald by law.

(2) Whera a transaction or agreement has been recorded in writing, the providet who dealt with the
ensure that the original agreement ig delivered ta the client for safe custody.

iclient, must
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Agreed-upon procedures
Accounting records

1. Enquire and observe whether the accounting systems of the provider are
structured in such a manner that the accounting records for the trjist accounts
are maintained separately from the accounting records of the provider®. -

Cash

2. Obtain bank confirmation letters for all trust accounts, confirming whgther:

s the bhalance of the trust account agrees to the balance reflected in the Provider's
accounting records,
s any encumbrances over the trust accounts agree with those disclpsed by the

Provider, . ‘

3. Obtain the year-end bank reconciliations for all trust accounts, apd for each
reconciliation:

s Enquire about any old or unusual reconciling items and agree these items ta
supporting decumentation or subsequent resolution of the reconciling item.

» Cast the bank reconciliation. .

+» Trace outstanding deposits to the next day's bank statement}(paragraph
10(1)(d)(i) of the General Code of Conduct for Authorised Finandial Services
Providers and Representatives requires all monies received to bg deposited
within orie business day).

» Agree payments which appear on the bank statement 1 week aftgr year-end
to the outstanding cheque listing. Agree those payments which do not
appear on the outstanding cheque listing to supporting docurrientation to
confirm that they have been recorded in the correct period. -

» Agree cheques which appear on the outstanding cheques likt to bank
statements after year-end.

4, Obtain a schedule of transfers between all bank accounts of the Provder for the

- period before and after the year-end.

» Confirm whether transfers between accounts are accounted for i the same
accounting period by inspecting transfers between accounts.

» Confirm whether transfers between accounts are valid by |inspecting
documentation supporting the transfers. Supporting documenﬁation may
include, for example, client mandates.

5. For two months, or such shorter period as agreed with the Registrar, |during the
financial year, agree deposits made into trust accounts to pupporting
documentation confirm whether the deposit constitutes a valid recefpt from a
client, and confirm whether the deposits are made within one business{day.

(3) Section 10(1}(d) is not applicable to a provider subject to section 45 of the Short-term Insurance Act, 1998

{Act No. 33 of 1998), if the provider complies with the requirements cortemplated in that section.”

* This is intended to be d high level observation regarding the accounting systems of the Provider.
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6(a)

8(b)

10.

11.

Non-monetary assets held on behalf of clients

12.

For two months, or such shorter period as agreed with the Registrgr during the
financial year, agree payments made during the year from trust |accounts to
supporting documentation confirming whether the payment was made in terms of
a valid client instruction/mandate.

Agree each payment made from the trust account into the providet's business
bank account during the two months selected (or such shorter perid as agreed
with the Registrar), to supporting documentation, confirming whetter transfers
which represent fees were made in terms of the cohtract with the clight.

nd confirm
res 5 and 6

Enquire whether or nof there are any restrictions on trust accounts
whether these restrictions were not breached in performing procedy
above.

Obtain a selection of 10% of client comespondence files.
» Trace current year movements referred to in the file to the bank s{atements.

Inspect the trust account bank statements, relating to the two months selected
for procedures 5 and 6 above or such shorter period as agregd with the
Registrar, for evidence of banking charges. (Only fees relating to dpposits and
withdrawals of the client's funds are for the client's own account |n terms of
paragraph 10(1)(d)iii) of the General Code of Conduct for Authorisgd Financial
Services Providers and Representatives).

« Confirm whether fees which are not for the Providers trust agcount are
charged to the business account of the Provider. by agreeing the fees
identified in the trust account as being for the provider accqunt to the
provider's business account.

Ingpect the trust account bank statements, relating to the two months selected
for procedures 5, 6 and 9 or such shorter period as agreed with the Registrar) for
interest accruing.

+ Confirm whether interest acoruing is credited to the trust account dnd not the
providers business (paragraph 10(1)(d)(iv) and paragraph 13) of the

books or slips or. cheques confirming whether any trust monies |
ermoneously dealt with as business monies. '

Obtain a schedule of hon-monetary assets held at year-end an behalflof clients,'
held in the name of the Provider.




