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{ Although Ms T had headed off  overseas without 

ensuring that there were enough funds in her 

account to cover her loan payments, the bank failed 

to give notice of its intention to refer the debt to a 

collection agency.

Ms T took out a personal loan with a bank and arranged for the 

loan repayments to be paid by automatic payment from another 

account with the bank.  Ms T then left New Zealand to take up an 

employment opportunity and asked her parents to look after her 

accounts while she was overseas.  She did not tell the bank about 

her departure or make any arrangements to ensure that there 

were enough funds in her account to meet the loan repayments.

The loan fell into arrears because of insuffi  cient funds to meet 

the automatic payments.  The bank was unable to contact Ms T.  

It wrote to her on a number of occasions and left messages at 

the contact number it held for her.  A formal demand was then 

sent to Ms T and when she did not respond, the outstanding 

balances on the loan account and funding account were referred 

to a collection agency. 

Ms T’s father complained to my offi  ce about the bank’s decision to 

refer the debt to a collection agent without contacting him or his 

wife to advise there was a problem with the accounts.  

After a full investigation I concluded that Ms T had left New 

Zealand without making any arrangements with the bank to 

allow her parents to manage her accounts on her behalf.  I noted 

that the last contact address for Ms T before she left the country 

was her parents’ address and that a number of letters had been 

sent to her at that address.  The bank had provided copies of the 

templates for the relevant letters and I had no reason to doubt 

that the letters, including the demand letter, had been sent.  I was 

satisfi ed that the bank had taken all reasonable steps to contact 

Ms T before it made the decision to refer the debt for collection.  

However, when I examined the demand letter and the other letters 

sent to Ms T, I noticed that none of the letters explained that a 

possible consequence of failing to respond to the bank’s request 

for repayment of the loan was referral of the debt for collection.  

This failure was a breach of the Code of Banking Practice.  

I concluded that Ms T failed in her obligation to repay her debt 

to the bank and that the bank was entitled to take appropriate 

recovery action.  However, the bank had not fulfi lled its obligation 

to inform Ms T of the possibility that the debt would be referred 

to a collection agent and the consequence of such a referral.  

Therefore, in this particular case, the bank’s decision to refer the 

debt for collection was unreasonable.  

I proposed that the bank should recall the debt and remove the 

debt listing.  The bank submitted that it had provided me with 

the wrong template and that the demand letter sent to Ms T did 

in fact comply with the Code of Banking Practice.  Because Ms T’s 

father did not to respond to my fi ndings, the case was concluded 

without any further action being taken. 
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The Banking Ombudsman Scheme

Statutory Information

For the period ended 30 June 2008

The Board of Directors present their Annual Report including the financial statements of the Company for the 

period ended 30 June 2008 and the auditor’s report thereon.

The shareholder of the Company has exercised his right under section 211 (3) of the Companies Act 1993 and 

agreed that this Annual Report need not comply with paragraph (a) and (e) to (j) of section 211 (1) of the Act.

For and on behalf of the Board:

Sir Ian Barker

Chairman

10 October 2008

To the Shareholder of Banking Ombudsman Scheme Limited  (“the Company”)

We have audited the financial statements on pages 28 to 34. The financial statements provide information about the past financial performance of the 

company and its financial position as at 30 June 2008. This information is stated in accordance with the accounting policies set out on pages 31 to 33.

This report is made solely to the company’s shareholder, as a body, in accordance with Section 205(1) of the Companies Act 1993. Our audit has been 

undertaken so that we might state to the company’s shareholder those matters we are required to state to them in an auditor’s report and for no other 

purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s 

shareholder as a body, for our audit work, for this report, or for the opinions we have formed.

Directors’ Responsibilities

The directors are responsible for the preparation of financial statements which comply with generally accepted accounting practice in New Zealand and 

give a true and fair view of the financial position of the company as at 30 June 2008 and of its financial performance for the period ended on that date.

Auditor’s Responsibilities

It is our responsibility to express an independent opinion on the financial statements presented by the directors and report our opinion to you.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. It also includes assessing:

· the significant estimates and judgements made by the directors in the preparation of the financial statements; and

· whether the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We conducted our audit in accordance with generally accepted auditing standards in New Zealand. We planned and performed our audit so as to obtain 

all the information and explanations which we considered necessary in order to provide us with sufficient evidence to give reasonable assurance that 

the financial statements are free from material misstatements, whether caused by fraud or error. In forming our opinion we also evaluated the overall 

adequacy of the presentation of information in the financial statements.

Other than in our capacity as auditor and tax advisor we have no relationship with, or interest in, the company.

Unqualified Opinion

We have obtained all the information and explanations we have required.

In our opinion:

· proper accounting records have been kept by the company as far as appears from our examination of those records; and

· the financial statements on pages 28 to 34:

- comply with generally accepted accounting practice in New Zealand; and

- give a true and fair view of the financial position of the company as at 30 June 2008 and its financial

  performance for the period ended on that date.

Our audit was completed on 10 October 2008 and our unqualified opinion is expressed as at that date.

Wellington

Auditor’s Report

Chartered Accountants
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28 The accompanying notes form part of and should be read in conjunction with these financial statements. 29The accompanying notes form part of and should be read in conjunction with these financial statements.

Income
Levies		  1,562,855	
Interest 		  27,483	
Other income		  3,750		

Total Operating Income		  $ 1,594,088 	 	
	
Expenses
Accident Compensation		  3,400	
Accounting Fees		  410	
Audit Fees		  13,075	
Bank Fees		  357	
Board Expenses		  9,552
Cleaning		  12,619	
Chairman’s Expenses		  1,300		
Commission Reviews		  17,425	
Conference Expenses		  23,973	
Consulting 		  8,770	
Depreciation	 5	 21,653	
Amortisation of Intangibles	 6	 21,643
Directors’ Remuneration	 12	 92,240	
Electricity		  4,848	
Entertainment		  4,322	
Fringe Benefit Tax		  5,012	
General Expenses		  5,337	
Healthcare		  7,607	
Insurance		  917	
Office Supplies		  11,106	
Photocopying		  2,480	
Postage		  5,924	
Printing		  44,468	
Professional Expenses and Subscriptions		  6,556	
Promotions & Publicity		  28,334	
Publications & Periodicals		  24,874	
Recruitment Costs		  7,125	
Rent		  133,063	
Repairs & Maintenance		  1,408	
Salaries		  937,997	
Special project		  5,800
Superannuation		   39,864		
Technology		  20,151		
Telephone & Tolls		  15,875		
Temporary Office Staff		  3,157		
Training		  19,019		
Travel		  30,635		
Impairment of Goodwill	 13	 1,000
		
Total Expenses		  $ 1,593,296		

Operating Surplus Before Taxation		  792		

Taxation	 11	 (18,760)	
		
Net Loss after Taxation		  $ (17,968)

Current Assets
Bank - Cheque Account		  643	
Bank - On Call Account		  664,439	
Accounts Receivable	 9	 22,164	
Prepayments	 10	 24,744		
				  
		  711,990	
			 
Property, Plant and Equipment	 5	 59,311		
	
Intangibles	 6	 23,700	
			 
Total Assets		  $795,001		
		
Current Liabilities
Sundry Payables and Accruals	 8	 118,032		

Levies in Advance		  445,000		

Goods and Services Tax Payable		  45,007		

Banking Ombudsman Commission	 13	 196,815
Provision for taxation		  8,114
				  
Total Liabilities		  $812,968		
		
Net Liabilities		  $(17,967)
			 
Equity
Contributed equity		  1
Current loss		  (17,968)		
	
Shareholder’s deficit		  $(17,967)		
		
For and on behalf of the Banking Ombudsman Scheme Limited which approved the issue of these financial statements on 10 October 2008.

Chairman	 Director 
Date: 10 October 2008	 Date: 10 October 2008

The Banking Ombudsman Scheme The Banking Ombudsman Scheme

Balance Sheet	 Note 	

As at 30 June 2008

Income Statement	 Note 	

For the period ended 30 June 2008

2008 2008
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Equity at beginning of period			   -

Loss for the period			   (17,968)

Total recognised income and expense for the period		  (17,968)

					   

Issue of Share Capital 			              1

Equity at end of the period			   $ (17,967)

		

The Banking Ombudsman Scheme

Statement of Movements in Equity	 	

For the period ended 30 June 2008

2008

The Banking Ombudsman Scheme

  Notes to the Financial Statements	 	

For the period ended 30 June 2008

1. Corporate information

The financial statements of the Company for the period ended 

30 June 2008 were authorised for issue in accordance with a 

resolution of the directors on 10 October 2008.

The Company was incorporated on 19 June 2007 and is 

incorporated and domiciled in New Zealand.

The Company provides a free, independent and impartial dispute 

mechanism for those receiving “banking services” from the 

participating banks in New Zealand.

No comparative figures are provided as this is the first set 

of financial statements for the Company since the date of its 

incorporation. 

The assets and liabilities of the Banking Ombudsman Commission 

as at the 30 June 2007 were acquired by the Banking Ombudsman 

Scheme Limited.  The net value of the assets and liabilities plus 

the payment of $1,000 for goodwill are listed in the Balance 

Sheet. The goodwill was written off during the year.

2. Summary of significant accounting policies

(a) Basis of preparation

The financial statements have been prepared in accordance 

with generally accepted accounting practice in New Zealand and 

the requirements of the Companies Act 1993 and the Financial 

Reporting Act 1993.

The financial statements are presented in New Zealand dollars ($).

Differential reporting

The Company qualifies for Differential Reporting exemptions as it 

has no public accountability, and its shareholder is a director of 

the Company. All available reporting exemptions allowed under 

the framework for Differential Reporting have been adopted.

(b) Statement of compliance

The financial statements have been prepared in accordance with 

generally accepted accounting practice in New Zealand (NZ GAAP). 

They comply with the New Zealand equivalents to International 

Financial Reporting Standards, and other applicable Financial 

Reporting Standards, as appropriate for profit oriented entities 

that qualify for and apply differential reporting concessions.

(c) Basis of measurement

The accounting principles recognised as appropriate for the 

measurement and reporting of earnings and financial position on 

a historical cost basis are followed by the Company.

3. Accounting policies

The following specific accounting policies which materially affect 

the measurement of financial performance and financial position 

have been applied;

(a) Cash and cash equivalents in the balance sheet comprise cash 

at the bank and in hand.

(b) Loans and receivables are non derivative financial assets 

with fixed or determinable payments that are not quoted in an 

active market. Such assets are carried at amortised cost. Gains 

or losses are recognised in profit or loss when the receivables are 

derecognised or impaired. They are included in current assets, 

except for those with maturities greater than 12 months after 

balance date, which are classified as non-current. 

(c) Property, plant and equipment are stated at cost less 

accumulated depreciation. Such cost includes the cost of 

replacing parts that are eligible for capitalisation when the cost 

of replacing the parts is incurred. Similarly, when each major 

inspection is performed, its cost is recognised in the carrying 

amount of the plant and equipment as a replacement only if it is 

eligible for capitalisation. All other repairs and maintenance are 

recognised in profit or loss as incurred.
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The Banking Ombudsman Scheme The Banking Ombudsman Scheme

Depreciation has been calculated on plant, property and 

equipment on a diminishing value basis using the rates permitted 

for income tax purposes. Depreciation rates are as follows:         

Gains and losses on disposals are determined by comparing 

proceeds with the carrying amount. Theses are included in the 

income statement.

(d) Intangibles - Computer Software

Computer software licences are capitalised on the basis of the 

costs incurred to acquire and bring into use the specific software. 

Amortisation rates for software are 40% to 48%.

(e) Sundry payables and accruals are carried at amortised cost 

and due to their short term nature they are not discounted. 

They represent liabilities for good and services provided to the 

company prior to the end of the financial year that are unpaid 

and arise when the Company becomes obliged to make future 

payments in respect of the purchase of these goods and services. 

The amounts are unsecured and are usually paid within 30 days 

of recognition.

(f) Leases

The Company leases its office premises. Operating lease 

payments are recognised as an expense in the income statement 

on a straight line basis over the lease term.

(g) The financial statements have been prepared on a GST 

exclusive basis except for receivables and payables which are 

shown gross when billed.

(h) Provisions and employee benefits 

Provisions are recognised when the Company has a present 

obligation (legal or constructive) as a result of a past event, it 

is probable that an outflow of resources embodying economic 

benefits will be required to settle the obligation and a reliable 

estimate can be made of the amount of the obligation.

(1) Wages, salaries, annual leave and sick leave.

	 Liabilities for wages and salaries, including non monetary 

benefits, annual leave and accumulated sick leave expected 

to be settled within 12 months of the reporting date are 

recognised in respect of the employees’ service up to the 

reporting date. They are measured at the amounts expected 

to be paid when the liabilities are settled. Expenses for non 

accumulating sick leave are recognised when the leave is 

taken and are measured at the rates paid or payable.

(2) Defined contribution pension plans.

	 Obligations for contributions to defined contribution pension 

plans are recognised as an expense in the Income Statement 

when they are due.

(i) Revenue recognition

(1) Levy revenue

	 Revenue from members of the Scheme is recognised on an 

accrual basis. Levies are paid on a quarterly basis. 

(2) Interest revenue

	 Revenue is recognised as interest accrues during the life of 

the investment.

(j) Income tax and other taxes

Income tax is accounted for using the taxes payable method. The 

income tax expense recorded in the income statement for the 

period represents the income tax payable for the period.

The current income tax asset or liability recognised in the balance 

sheet represents the current income tax balance due from or 

obligation to the Inland Revenue Department at balance date.

Other taxes

Revenues, expenses and assets are recognised net of the amount 

GST except:

When the GST incurred on the purchases of goods and services 

is not recoverable from the taxation authority, in which case the 

GST is recognised as part of the acquisition of the asset or part of 

the expense item as applicable; and

Furniture, Fixtures and Fittings 7.5%-28.0%

Office Equipment 18.0%-60.0%

Hardware	 33.0%-48.0%

Other Property, Plant & Equipment 9.5%-48.0%

Receivables and Payables, which are stated with the amount of 

GST inclusive.

The net amount of GST recoverable from, or payable to, the 

taxation authority is included as part of the receivables or 

payables in the balance sheet.

Commitments and contingencies are disclosed net of the amount 

of GST recoverable from, or payable to, the taxation authority.

4. Changes in accounting policies

There have been no changes in accounting policies during the year.

5. Property, Plant and Equipment

6. Intangibles

7. Lease Commitments

Lease commitments under non-cancellable operating leases:

8. Sundry Payables and Accruals

9. Accounts Receivable

10. Prepayments

11. Income Tax Expense

Cost

2008
Accumulated 
Depreciation Book Value

Fittings 19,335 2,863 16,472

Furniture 17,721 2,910 14,811

Office Equipment 13,463 5,402 8,061

Hardware 21,527 8,352 13,175

Other Property, Plant 
and Equipment

8,918 2,126 6,792

$80,964 $21,653 $59,311

Cost

2008
Accumulated 
Amortisation Book Value

Computer software $45,343 $21,643 $23,700

2008
Amortisation

Computer software $21,643

2008
Current 147,427

Non current 61,427

$208,854

2008
Levy funding receivable $22,164

2008
Sundry Payables 30,302

Accruals 43,026

Provision for holiday pay 44,704

$118,032

2008
Travel expenses 11,760

Healthcare 2,518

Staff salaries 8,160

Other 2,306

Balance 30 June 2008	 $24,744

2008
Operating surplus before tax 792

Tax at statutory income tax rate of 33% 261

Add tax effect of non deductible expenditure

Entertainment expenses 713

Professional fees 1,213

Other accrued expenses 16,243

Impairment of goodwill 330

Current year taxation as per income statement	 $18,760

2008
Depreciation

Fittings 2,863

Furniture 2,910

Office Equipment 5,402

Hardware 8,352

Other Property, Plant 
and Equipment

2,126

$21,653
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16. Financial Instruments

The carrying amounts of categories of financial assets and 

liabilities are as follows:-

The Banking Ombudsman Scheme

12. Directors’ Remuneration

The directors had remuneration due or paid during the year of 

$92,240.

13. Business combination

On 30 June 2007 the Company acquired the assets and liabilities 

of the Banking Ombudsman Commission.

The fair value of the identified assets and liabilities as at the date 

of acquisition were as follows:-

Goodwill acquired was written off to the income statement during 

the year.

14. Contingent Assets and Liabilities

There are no contingent assets or liabilities at year end.

15. Transactions with related parties

There have been no transactions other than those disclosed in 

the financial statements with related parties during the year.

2008
Loans and Receivables 22,164

Accounts Receivables 665,082

Bank $687,246

Financial Liabilities Measured at Amortised Cost

Sundry Payables 30,302

Banking Ombudsman Commission Payable 196,815

$227,117

Cash and cash equivalents 121,939

Accounts receivable 38,057

Prepayments 19,531

Property, plant & equipment 99,507

Total assets 279,034

Sundry Payables and accruals 83,219

Fair value of identified assets 195,815

Goodwill arising from acquisition 1,000

Balance 30 June 2008	 $196,815

Directors	
Hon Sir Ian Barker 
Ms Suzanne Chetwin
Mr Graham Hodges 
Mr Sam Knowles
Ms Helen Walch

Banking Ombudsman	
Liz Brown

Registered Office	
Level 11
Gen-i House
109 Featherston Street	
Wellington
Telephone  04 471 0006
Facsimile 04 471 0548

Banker	
The National Bank 
Wellington

Auditor	
Ernst & Young

Business Location
Wellington

Banks in the Scheme	
ANZ National Bank Limited 
(ANZ and The National Bank)

ASB Bank Limited

Bank of New Zealand

Citibank NA

Hongkong and Shanghai Banking Corporation Limited

Kiwibank Ltd

Rabobank New Zealand Ltd

TSB Bank Limited	

Westpac New Zealand Limited


