Case Study PTND

Routine Compliance
Inspection

XTND (Pty) Ltd was instructed by a regulatory body to perform an inspection of the affairs of a company.

The company was required to have a Board of Trustees (“the Board/“BoT”) consisting of persons who are fit
and proper to manage the business in accordance with the applicable laws and the rules of such a company.

Accordingly, it is the primary responsibility of the Board to ensure that proper control systems are
implemented and that the operations and administration of the company comply with the requirements
provided for in applicable laws.

The company was in a financially sound position:

e The Company provided copies of the 2020, 2021 XTND found that these ratings were caused by
and 2022 Financial Statements. the following:

e |t was noted that the company’s solvency
exceeded the requirements put out by the
applicable regulator The solvency of the
company exceeded 200% for the 2020, 2021,
and 2022 Financial years.

e The company received unqualified audit opinions
from one of the Big 4 Audit companies for all
three financial years.

After conducting interviews with the applicable
Executives, and the Chair of The Board the following
governance framework was established:

o The Company utilizes virtually no written
policies.

e Where policies exist, they are in the form of
“Living policies” that are practised between the
employees on a personal knowledge basis.

Even though the company had a high solvency e In accordance with the role players, these
level and received unqualified audit opinions, policies are handed down between the
XTND found that the risk rating of the scheme was leadership of the Scheme over time.

extremely high:

30%
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Some of our findings included the following:

The Company does not have a Board Charter in place. The company’s policies did not make
provision for the following:

The maximum terms for which Trustees may be re-elected.

The procedures for appointing the executives of the company.

The composition of Sub-Committees and the roles of the Sub-Committees.
Declarations of any conflicts of Interest.

Regular and documented training of the Board of Trustees.

Documented performance reviews of the Board of Trustees.

The Board failed to take appropriate action to
avoid conflicts of interest, based on the following:

X The Chairperson of the BoT did not provide X The Vetting Procedures of the scheme are lacking
Trustees with the opportunity to declare any and do not make provisions for checks relating
conflicts of interest during the board meetings. to any potential conflicts of interests of trustees,

committee members and other role players.
X The Company has no Conflict-of-Interest Policy.

It was noted that the company does not have an internal audit function. No internal audit was conducted by
the company internally or by an external service provider.

Considering the above, it is clear that the company’s Governance framework is incomplete. The company
does not have any written policies and where policies exist, they are incomplete. XTND found that the Board
of Trustees (“the Board” / “BoT”) did not consist of persons who are fit and proper to manage the business in
accordance with the applicable laws and the rules of such a company.

The company’s Solvency was exceptional, and the company was in a financially sound position. The
unsuspecting Board of Trustees did not know that they were incompliant and that the Governance Framework
was flawed. XTND found that no proper control systems were implemented and that the operations and
administration of the company did not comply with the requirements provided for in applicable laws.
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