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About OFS

Ombudsman for Financial Services (OFS), formerly known as Financial Mediation Bureau is a non-profit
organisation which was set up as an alternative dispute resolution channel to resolve complaints/
disputes between our Members who are the financial service providers (FSPs), licensed or approved
by Bank Negara Malaysia (BNM) and financial consumers.

OFS is the operator of the Financial Ombudsman Scheme (FOS) approved by BNM pursuant to the
Financial Services Act 2013 and the Islamic Financial Services Act 2013. The FOS was launched on 1
October 2016.

OFS provides an independent, fair, efficient and effective dispute resolution mechanism to the financial
consumers.

What We Do
Our Mission

We resolve disputes between financial
We are committed to provide an consumers and financial service providers
independent, trusted, efficient and in an independent, fair and timely manner:

quality alternative dispute resolution e \We are unbiased and do not take
service to financial consumers and sides when resolving disputes.
financial service providers. e \We make decisions based on relevant

facts/evidences and circumstances of
each dispute.

Our Guiding Principles

INDEPENDENCE ACCESSIBILITY

ACCOUNTABILITY TRANSPARENCY EFFECTIVENESS




2017 at a Glance

2017 at a Glance

1327 1237 visputes

Disputes Resolved/Disposed
Registered

16%

(as compared to 1588in 2016) @

0y WE 88%

Disputes
Disputes Resolved Resolved/Disposed
through Amicable  [EFL SN at Case Management
Settlement s A ) Stage

76%

Nl Disputes 180

Resolved/Disposed Members
Within 6 Months as at
12% Disputes from Registration Date 31 December
Resolved/Disposed at 2017
Adjudication Stage (as compared to 100 Members
in 2016)
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Chairman’s Message

Ombudsman for Financial Services (OFS) (formerly known
as Financial Mediation Bureau) went through a major leap
forward towards the end of 2016 when we were transformed
into a well-rounded alternative dispute resolution centre
for the financial consumers in Malaysia. This was when we
were appointed as the operator of the Financial Ombudsman
Scheme (FOS) by Bank Negara Malaysia (BNM) as of 1
October 2016. For this, we would like to thank BNM for
their trust and faith in us to implement this scheme. We
would also like to assure them that we will strive to achieve
what is expected of us under this scheme which is primarily:
to improve financial services, promote market discipline
and conduct, as well as to provide constructive changes
in the attitude and approach of financial service providers
and their customers by way of an amenable settlement of
disputes between them.

In our role as an alternative dispute resolution centre for financial services, we have been steadfast
in our approach by maintaining our independence, being unbiased in our undertakings and providing
efficient and quality service inresolving disputes before us. As aresult of this, we have become a pivotal
persona in advocating and building mutual trust between financial service providers and financial
consumers.

I wish to report that during 2017, our efforts were directed at operationalising the FOS for a speedy
and fair disposal of cases. And, in doing so we have constantly maintained the six cardinal principlesin
alternative dispute resolution that underpin our operations: independence, fairness and impartiality,
accessibility, accountability, transparency and effectiveness. These are in fact the same fundamental
principles that we have upheld over the last 13 years since operating as the Financial Mediation
Bureau. We will continue to be avowed by these principles even though we are facing more complex
and sophisticated disputes caused by varied financial products generated by technological revolution.
To accommodate this, we will ensure that our Case Managers and Ombudsmen are fully equipped
with the necessary knowledge, understanding and skills in managing the settlement of such disputes.

Throughout the years, we have established a robust interaction with other financial service providers
and their trade associations, the Securities Industry Dispute Resolution Centre (SIDREC), as well as
various consumer associations. Mutual exchanges of ideas with these organisations and institutions
have benefitted us and we will continue to have discourse with them.



Chairman’s Message

Goingforward, we have several strategies for the year 2018. We realised that many financial consumers
in Malaysia are still unaware and unfamiliar with the services we offer. To overcome this, we aim at
creating attention and consciousness of our services to the public. Aside from this, we also plan to
elevate public accessibility to our services and in doing so, we intend to leverage on technology and
modern means of communication. We are confident that by year end, we would be able to reach out
to far more people than the previous year.

ACKNOWLEDGEMENT

Firstly, on behalf of my Board, | would like to express my gratitude to our former Chief Executive
Officer, Mr Jeremy Lee for his utmost commitment in managing OFS’ missions since 2012. Jeremy’s
contributions during the transformation phase from Financial Mediation Bureau to OFSin 2016 were
indeed tremendous. We wish him all the best in his future endeavours. On the same note, | welcome our
new Chief Executive Officer, Puan Shahariah Othman into OFS and hope that she will have arewarding
time with us.

Again, on behalf of the Board, | must convey our sincere appreciation to the relentless support,
contribution and consideration from all our Members and stakeholders who have helped us to
accomplish our goals. Towards this, we are also greatly indebted to our staff for their unconditional
commitment and dedication in carrying out their tasks throughout the year.

Finally, | am grateful to all my Board members for their dependable insights, seamless governance

and substantial guidance in contributing to the progress and achievements of our organisation as an
efficient alternative dispute resolution centre for financial services in Malaysia.

Y. Bhg. Tan Sri Datuk Seri (Dr) Foong Cheng Yuen
Chairman
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Chief Executive Officer’s Report

2017 marked one year of the implementation
of the Financial Ombudsman Scheme (FOS) and
the transformation of the Financial Mediation
Bureau into the Ombudsman for Financial
Services (OFS). It has been a challenging yet a
satisfying journey for OFSin operationalising the
FOS. The expectation on OFSis highindelivering
amore efficient and effective dispute resolution
services. We have an important role to play in
improving financial services and promoting
confidence in the financial system. We would
like to reflect on our accomplishments and
progress achieved in the past year and to share
our strategies and initiatives on how we can
= break through in 2018 and beyond.

OPERATIONALISING FOS

During the year, efforts were directed at operationalising the Ombudsman Scheme. OFS had accorded
priority in ensuring that our processes are robust and guided by the six global principles (independence,
fairness and impartiality, transparency, accountability, accessibility and effectiveness) that underpin
OFS’ operations. With the expanded scope and membership under the FOS, we had put in place the
necessary changes and processes to ensure effective and efficient services for the financial consumers.
Significant efforts were taken to improve the complaint handling and the dispute resolution process
as well as the support services including the IT infrastructure requirements. We also ensured that we
are appropriately resourced to undertake the expanded mandate. We continued to focus on capacity
building to ensure a competent workforce through on the job and specialised training particularly for
our Ombudsmen and Case Managers. We will continue to focus on our human resource requirements
particularly in ensuring that we have a pool of qualified and competent personnel to serve our
stakeholders and to safeguard the credibility of our services.

DISPUTES HANDLING IN 2017

In 2017, OFS received 8797 enquiries and complaints from the general public, an increase of 4.9% as
compared to 2016, of which, 63% were related to insurance and takaful matters and 37% on banking
(including Islamic banking) and payment systems matters. Of the 8797 enquiries and complaints
received, only 15% or 1327 were registered as eligible disputes. For the 15 months of operations of the
FOS (1 October 2016 - 31 December 2017), the total cases registered under the FOS were 1709. The
complaints which were not within OFS’ jurisdiction (85%) were mainly cases beyond monetary limits,
issues on general pricing and product features as well as customer service issues. For complaints that



were not within OFS’ jurisdiction, we provided
relevant feedback to the financial industry for
further improvement as well as educate the
financial consumers on relevant issues. We will
continue to provide value added service to both
the financial consumers and FSPs.

CASES HANDLED AND DISPOSED

OFSregistered 1327 cases in 2017, areduction
of 16% as compared to 1588 cases in 2016.
64% of the cases were related to insurance and
takaful, while 35% disputes were related to
banking (including Islamic banking) and payment
systems. Theremaining 1% were disputes related
to paymentinstruments. It was noted that there
was a significant drop in the number of cases
registered since the introduction of case fee in
October 2017. This drop could be attributed to
a better handling of complaints and disputes by
the FSPs.

During the year, we managed 1672 cases,
including 345 outstanding cases which were
carried forward from 2016. 74% or 1237 cases
have been disposed. The bulk of the cases were
resolved/disposed at the Case Management
stage (88%), while 12% at the Adjudication stage.
We aim to resolve disputes through settlement
andwe attain the outcome by diligently practising
negotiation, mediation and conciliation in our
resolution process. Evidently, we resolved 50%
cases through amicable settlement. This affirms
our two-stage dispute resolution process is
effective in providing consensual settlement to
the parties involved. This achievement is also
possible due to the co-operation of the FSPs and
the complainants in reaching a win-win solution.

Another important area that we are monitoring
closely is the turnaround time in resolving the
disputes. Of the 1237 cases resolved/disposed in
2017, about three quarter (76%) were resolved/

Chief Executive Officer’s Report

disposed within 6 months from the registration
date. The OFS’ client charter requires us to
resolve disputes received within six months,
depending on the complexity of the disputes.
As at 31 December 2017, 435 registered cases
remained outstanding. We are determined
to continuously improve the efficiency of our
dispute disposal process.

STAKEHOLDERS' ENGAGEMENT

OFS has a broad range of stakeholders and
we engage with them on a regular basis. We
have been actively engaging with general
public through our outreach programmes to
create awareness on the new Ombudsman
Scheme and OFS. From the feedback that we
received, members of the public generally do
not know who we are and what we do. We wiill
step up our publicity drive to be more visible
and enhance public awareness of the role and
services of OFS. Throughout 2017, we took part
in several outreach programmes including major
exhibitions and carnivals to inculcate awareness
and educate the public about OFS.

OFS also engages FSPs and their industry
associations to highlight major observations
based on the disputes handled as well as issues
of common interest to the industry. In providing
dispute resolution services to our financial
consumers, OFS also adds value by reinforcing
the public trust and dependability on the
financial institutions in the country. In the recent
years, we have seen constructive changesin the
approach of FSPs towards their customers. FSPs
are becoming more considerate, attentive and
ethical while dealing with consumers’ requests
and complaints.

We will continuously evaluate our performance
and identify measures which would improve our
services to the financial consumers and the FSPs.
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In this regard, we have embarked on conducting a survey to assess the level of customer satisfaction
when dealing with OFS regardless of the outcome of the dispute resolution. The outcome of the survey
will be finalised in the second half of 2018. The analysis will enlighten us on areas to improve in our
overall operations.

FUNDING MECHANISM AND FINANCIAL MANAGEMENT

Our operational costs are fully funded by Members through the imposition of annual levy and
case fee. In 2017, we collected a total annual levy of RM6.187 million (RM66,000 per institution)
(2016: RM6.4 million) from our Members who are licensed persons and prescribed institutions.
The annual levy is computed based on the budget requirement of OFS and it shall be shared equally
by all licensed persons and prescribed institutions. The introduction of case fee commenced on
1 October 2017 and a total of RM321,604 was collected from 206 cases registered from
1 October 2017 to 31 December 2017. The introduction of case fee will ensure a more equitable fee
structure and a better reflection of the utilisation of OFS’ services.

Our total operating expenses incurred to finance our operations in 2017 was RM6.088 million which was
higher by 3.1% as compared to 2016 of RM5.9 million. It has always been our policy to adopt prudence
and responsible spending without compromising on the quality of services rendered to our stakeholders.

APPRECIATION

It has just been over one and a half month since my appointment as the new Chief Executive Officer of
OFS. | would like to thank my predecessor, Mr Jeremy Lee Eng Huat for his guidance and advice, and
the Board of Directors for the support during the transition period. | certainly must convey my heartfelt
appreciation to OFS’ staff for their warm hospitality and they have been amazing to work with. As the
new addition to the OFS team, it has been an exciting ride for me since November 2017 and | am eager
toimplement the strategies that we have been working on ever since. We have identified three strategic
focus areas for 2018 and beyond: building organisational capability and sustainability; delivering a
more efficient and effective dispute resolution services; and creating greater public awareness and
understanding.

CONCLUSION

Even with the progress made in 2017, we will continue to work further to refine and improve OFS’
overall operations. Our future depends on us bringing out the very best of our capabilities together
in providing resolutions that have real impact and deliver true value to our consumers as well as the
financial industry in Malaysia.

Shahariah Othman
Chief Executive Officer



Thank You, Jeremy Lee

Thank You, Jeremy Lee

Mr Jeremy Lee Eng Huat was seconded from Bank
Negara Malaysia (BNM) as the Chief Executive
Officer (CEO) of Ombudsman for Financial Services
(OFS) since 1 August 2012. With his extensive central
banking experience both in the banking and insurance
sectors, Jeremy has provided invaluable leadership in
transforming the OFS to where it is today.

Jeremy is instrumental in the implementation
of the Financial Ombudsman Scheme, operated
by OFS, which was successfully launched on
1 October 2016. His efforts in the preparatory work
towards the establishment of OFS including the
review of organisational needs and amendments to
the Memorandum and Articles of Association (M & A)
of FMB are greatly appreciated.

Jeremy’srole as CEO of OFS ended on 15 November
2017 and he was redesignated as an advisor to OFS
until 31 December 2017 before returning to BNM.

Jeremy has left an indelible mark as an inspiring and
relentless leader for us to emulate. We will always
treasure the immense support and guidance that
Jeremy had provided us during his tenure at OFS. We
take this opportunity to thank him for his invaluable
services and wish him good health and a great future
ahead.
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Board of Directors

Mr Antony Fook
Weng Lee

Non-Executive
Non-Independent
Director

Y. Bhg. Datin
Veronica
Selvanayagy

Non-Executive
Non-Independent
Director

Y. Bhg. Tan Sri
Datuk Seri (Dr)
Y. Bhg. Tan Sri
Foong Cheng Yuen Dato’ Sri
Chairman Tay Ah Lek
Deputy Chairman



Board of Directors

Y. Bhg. Tan Sri Y. Bhg. Prof. Datuk
Dato’ Sri Zaleha Dr. Marimuthu
Encik Mohd binti Zahari Mr Ong Nadason Mr Jeremy Lee
Radzuan bin Non-Executive Chong Hye Non-Executive Eng Huat
Abdul Halim Independent Non-Executive Independent Non-Executive
Non-Executive Director Independent Director Independent
Independent Director Director

Director
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Board of Directors
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Y. Bhg. Tan Sri Datuk Seri (Dr) Foong Cheng Yuen
Chairman

Y.Bhg. Tan Sri Datuk Seri (Dr) Foong Cheng Yuen has been the Chairman
of OFS since 16 August 2016.

Tan Sri Datuk Seri graduated from the University of London with LL.B.
(Honours) in 1969 and was called to the English Bar by the Honourable
Society of the Inner Temple in 1970. He was conferred a honorary
Doctorate of Laws degree by the University of the West of England in
2011.

Tan Sri Datuk Seriled anillustrious career as a High Court Judge at Kuala
Lumpur (Criminal Division), Johor Bahru, Shah Alam, Kuala Lumpur (Civil
Division), Ipoh and Kuala Lumpur (Family Division and Civil Division).
Tan Sri Datuk Seri was elevated to the Court of Appeal in 2005 and
subsequently elevated to the Federal Court (Malaysia Supreme Court)
in 2009. As a Federal Court Judge, he was made a Managing Judge of the
Civil Division of the High Court at Kuala Lumpur and of the High Court and
Subordinate Courts in the State of Penang. He retired from the Malaysian
Judiciary on 25 February 2012.

While in practice, Tan Sri Datuk Seri served as a legal adviser to numerous
guilds and associations in Malaysia. He currently serves as an independent
director of several companies including Genting Berhad, OWG Group
Berhad, Paramount Corporation Berhad, Bina Puri Properties Sdn Bhd
and Legal Plus Sdn Bhd. He was also made Bencher of the Honorable
Society of the Inner Temple, London in 2009. He was called to the
Malaysian Bar as an advocate and solicitor in 1971. He was engaged in
private legal practice in both criminal and civil law, majoringininsurance
law from 1971 to 1990.

Tan Sri Datuk Seri also holds the following positions:

e Arbitrator of the International Court of Arbitration of the
International Chamber of Commerce (ICC)

e Arbitrator of the Kuala Lumpur Regional Centre for Arbitration

e Senior Consultant to the China Asean Legal Cooperation Centre
based in Hainan, Peoples’ Republic of China

e Advocate & Solicitor of the High Court of Malaya

e Trustee of the Community Chest of Malaysia



Y. Bhg. Tan Sri Dato’ Sri Tay Ah Lek
Deputy Chairman

Y. Bhg. Tan Sri Dato’ Sri Tay Ah Lek has been the
director and deputy Chairman of OFS since December
2004.

Tan Sri Dato’ Sri is currently the Managing Director
and Chief Executive Officer of Public Bank. He
joined Public Bank as a pioneer staff in 1966. Prior
to his present designation in Public Bank, he was
the Executive Vice-President of the former Public
Finance, then the Executive Vice-President and
Executive Director of Public Bank. He has immense
experience in the banking and finance industry for
56 years.

Tan Sri Dato’ Sri graduated from Henley, United
Kingdom with an MBA and attended the Advanced
Management Program at Harvard Business School.
He is an Emeritus Fellow of the Malaysian Institute
of Management. He is also a Fellow of the Chartered
Banker of the Asian Institute of Chartered Bankers, a
Fellow of the CPA Australia and the Financial Services
Institute of Australasia.

He is also the Chairman of the Association of Hire
Purchase Companies Malaysia and a director
of Cagamas Holdings Bhd and ASEAN Finance
Corporation Ltd.

Board of Directors

Encik Mohd Radzuan bin Abdul Halim
Non-Executive Independent Director

Encik Mohd Radzuan bin Abdul Halim has been the
director of OFS since December 2004.

Encik Radzuan is a Barrister of Lincoln’s Inn. Besides
an MBA in Finance and Investments from UCLA, he
also holds professional qualifications in Economics,
Finance and Law.

Encik Radzuan has more than 20 years of experience
in the commercial and investment banking sectors
where his knowledge and experience saw him
involved in two local bank rescues.

He served as a lecturer at the University of Malaya
and the National University of Singapore. He was a
regular columnist with the Edge from 1998 till 2013.
In 2009, he was appointed by the Honorable Minister
of the Ministry of International Trade and Industry
(MITI) to the Academic Advisory Council, Economic
Research Institute for ASEAN and East Asia (ERIA).
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Y. Bhg. Tan Sri Dato’ Sri Zaleha binti Zahari
Non-Executive Independent Director

Y. Bhg. Tan Sri Dato’ Sri Zaleha binti Zahari has been
the director of OFS since July 2017.

Tan SriDato’ Sri Zaleha qualified as a Barrister-at-Law,
Middle Temple, London in 1971 prior to joining the
Judicial and Legal Service. She also holds a Certificate
in Legal Drafting from the University of London.

Inthe 20 years of her service in the Judicial and Legal
service, she had served inter alia, as a Magistrate,
Senior Assistant Registrar of the High Court,
Deputy Public Prosecutor as well as Legal Adviser
to the Ministry of Education, the Economic Planning
Unit, the Ministry of Home Affairs as well as the
Department of Inland Revenue. She was the Head of
the Civil Division in the Attorney General’s Chambers
prior to being appointed as a Judge of the superior
court.

Tan Sri Dato’ Sri Zaleha was appointed as a Judicial
Commissioner and subsequently as Judge of the High
Court, then Court of Appeal Judge and thereafter,
appointed as the Federal Court Judge in 2012. She
retired from the Malaysian Judiciary in November
2014.

Currently, Tan Sri Dato’ Sri Zaleha serves as an
Independent Non-Executive Director of Genting
Plantations Berhad. She is also the Chairman of
the Operations Review Panel of the Malaysian Anti
Corruption Commission.

Mr Ong Chong Hye
Non-Executive Independent Director

Mr Ong Chong Hye has been the director of OFS since
December 2004.

He is a Fellow of the Chartered Institute of Bankers
(England) and a Fellow of the Chartered Management
Institute (UK). He holds a Master’s degree in Business
Administration and is a Certified Financial Planner.

Mr Ong served Standard Chartered Bank PLC and
its Malaysian subsidiary for 36 years where he held
several senior positions in domestic and international
banking before retiring as Head of Banking Services.
During that time, he was involved in business
continuity and crisis management as part of the
Group Operational Risk Management team. He was
the Chief Inspector of the bank in Malaysia and a
member of the Group HR Assessment Centre. He also
attended the Pacific Rim Banking Programme at the
University of Washington.

Mr Ong sat on the Rules of Committee of the
Association of Banks in Malaysia (ABM) for over
two decades. In addition, he had worked with the
International Banking Commission, ICC Paris, in the
development of the Uniform Customs and Practice
for Standby Guarantees. He was also a member of
the Panel of Experts in DOCDEX Rules, ICC Paris,
ondispute resolution relating to international trade.
Mr Ong is also the Chairman of the Planters
Benevolent Trust Malaysia and a Trustee of the
Malaysian Estates Staff Provident Fund.



Y. Bhg. Prof. Datuk Dr. Marimuthu Nadason
Non-Executive Independent Director

Y. Bhg. Prof. Datuk Dr. Marimuthu Nadason has been
the director of OFS since December 2004.

He holds a Doctorate in Business Administration
from an international university, double Masters
in Business Administration from the International
American University as well as from the Phoenix
International University (2008). He was conferred an
Honorary Professorship in Consumer Behaviour by
the Stichting Eurogio University College Netherlands
(2014), Honorary Professor and Panel Expert for
I1C University of Technology Cambodia (2014) and
Visiting Professor in Consumer Relations by the
International University of Georgia (2016).

He is currently an Independent Non-Executive
Independent Director of Puncak Niaga Holdings
Berhad. He also serves in several Non-Governmental
Organisations (NGOs), including Chairman, Malaysian
Standards and Accreditation Council, Department of
Standards Malaysia, Ministry of Science, Technology
and Innovation; Commissioner, National Water
Services Commission (SPAN), President, Federation
of Malaysian Consumers Association (FOMCA),
President, Malaysian Association of Standard Users,
CEO of Education and Research Association for
Consumers (ERA Consumer Malaysia) and Institute
of Integrity Malaysia.

He is a Council Member of Consumers’ International
(CI), London. He was a Chairperson for the Asian
Partnership for Development of Human Resourcesin
Rural Asia (AsiaDHRRA), Philippines. He holds various
advisory roles in several Government/Independent
Boards at national and international levels.

Board of Directors

Y. Bhg. Datin Veronica Selvanayagy
Non-Executive Non-Independent Director

Y. Bhg. Datin Veronica Selvanayagy has been the
director of OFS since October 2011.

Datinwas called to the Barin 1991 and was in practice
for a period of 6 years handling both litigation and
conveyancing matters. She subsequently joined the
insurance industry as Head of the Legal team of AIA
Malaysia. She has more than 20 years’ experience
and expertise in the local insurance industry that
includes corporate mergers and acquisitions, joint
ventures and general consultation. She also had legal
responsibilities for the AlA entities in India, Sri Lanka
and Indonesia.

Datin is currently the General Counsel of AlIA
Malaysia overseeing the legal, company secretarial,
investigation, business continuity and occupational
safety functions for AIA Bhd, AlIA Shared Services,
AIA Health Services Bhd and AIA Pension Asset
Management. Datin is also active in the legal field
and local insurance industry where she holds the
following positions:
e Member of the Malaysian Financial Planning
Council (MFPC) Disciplinary Committee
e Member of the Administration and Finance
Committee of Life Insurance Association
Malaysia (LIAM)
e Chairman of the Task Force on Personal Data
Protection Act 2010
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Mr Antony Fook Weng Lee
Non-Executive Non-Independent Director

Mr Antony Lee has been the director of OFS since
December 2017.

He has been the Chairman and the Chief Executive
Officer of AIG Malaysia Insurance Berhad since
October 2013. Currently, he is also the Chairman of
PIAM.

Mr Antony Lee has been in the insurance sector for
more than 16 years. Since joining AlIGin 2001, he has
been instrumental in various operational disciplines
including as a CEO of AlIG’s first Global Services Hub
located in Malaysia and Regional Vice President of
Commercial and Consumer Businesses in the Asia
Pacific Region.

Prior to AIG Malaysia, Mr Antony Lee served as the
Chief Executive Officer of AIG Vietnam where his
responsibilities included the development of one of
AlG’s growth countries in Asia Pacific.

Mr Jeremy Lee Eng Huat
Non-Executive Independent Director

Mr Jeremy Lee has been appointed as the director of
OFS since March 2018.

He holds a Bachelor of Economics and a Bachelor
of Jurisprudence degree from the University of
Malaya, a Certificate in Legal Practice from Malaysia’s
Legal Profession Qualifying Board and a Masters
in Law from Boston University School of Law in
Massachusetts, United States of America.

Mr Jeremy Lee served as the Chief Executive Officer
of the Ombudsman for Financial Services (OFS) from
August 2012 to 15 November 2017.

Prior to joining OFS, Mr Jeremy Lee had served
Bank Negara Malaysia and has more than 25 years
experience in regulating and supervising the banking
and insurance industry in Malaysia. He was also the
General Counsel for Bank Negara Malaysia.

He represented Malaysia for the trade in finances
services negotiations at World Trade Organisation
(WTO) in Geneva, Switzerland, as well as negotiations
for regional and bilateral free trade agreements.

Heis currently amember of the Small Debt Resolution
Committee established by Bank Negara Malaysia to
provide assistance to small and medium enterprises
that are constrained by financial difficulties.



Management Team

Management Team

&

Marina Baharuddin

Ombudsman Kalyana Kumar Sockalingam
(Banking (including Islamic
banking) and Payment Systems) Shahariah Othman Ombudsman

. ) ] (Insurance and Takaful)
Chief Executive Officer
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Puan Shahariah Othman
Chief Executive Officer

Puan Shahariah was seconded from Bank Negara Malaysia (BNM) to be
the new Chief Executive Officer of OFS with effect from 16 November
2017. She started her career in BNM in 1989 and has served in various
departments including Banking Supervision, Banking Regulation, Payment
System Policy and Money Services Business Regulation department.
She was the Director of Consumer and Market Conduct department
of BNM before joining OFS. She holds a Bachelor’s degree in Business
Administration (Accounting) from the University of Southern California,
Los Angeles, United States of America.

Mr Kalyana Kumar Sockalingam
Ombudsman (Insurance and Takaful)

Mr Kumar was appointed as the Ombudsman in October 2016. He graduated with
LLB (Hons) degree from the University Of East Anglia, Norwich, UK in 1987. He
successfully obtained the Certificate in Legal Practice (CLP) in 1989 and he was
called to the Malaysian Bar in 1990.

Mr Kumar served in the Malaysian Judicial and Legal Services for 18 years during
which he held appointments as a Magistrate, Senior Assistant Registrar of the High
Court (Bankruptcy Division), Deputy Registrar of the High Court (Commercial
Division) and Deputy Registrar of the Supreme Court (Federal Court). He was also
an examiner and setter for the CLP examination conducted by the Legal Profession
Qualifying Board, Malaysia (1997- 2007). He is the author of the book, ‘Halsbury’s
Laws of Malaysia on Bankruptcy Law’. He has also written an article on Insurance
law which was published by the Malayan Law Journal. Prior to his appointment as
an Ombudsman, he was a Mediator with FMB since July 2009.

Miss Marina Baharuddin
Ombudsman (Banking (including Islamic Banking) and Payment Systems)

Miss Marina Baharuddin was appointed as the Ombudsman in October 2016.

She holds a Bachelor of Business Degree with a major in Finance from Edith Cowan
University, Perth, Western Australia and Bachelor of Laws (LLB. Hons) from the
University of Hertfordshire, United Kingdom. She is an accredited Mediator and
an Affiliate member of the Financial Services Institute of Australasia (FINSIA). She
joined the Banking Mediation Bureau (BMB) as an Assistant Mediator in 1998. She
has served in afinancial institution prior to joining the BMB. She assumed the post of
a Mediator at the FMB in 2010 and has extensive experience in the area of banking
and financial services and dispute resolution.
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OFS’ Operations

Governance

The governance framework of OFS is clearly
spelt out in the Financial Ombudsman Scheme
Regulation 2015, the Memorandum and Articles
of Association and the Terms of Reference of
OFS. The governance framework includes the
role of the Board of Directors as well as the
organisational arrangements that provides
for segregation of duties and internal control
to ensure the independence of the Financial
Ombudsman Scheme operated by OFS.

The OFS Board of Directors consists of non-
executive directors, of which, majority shall
be independent directors who must not be
in the active employment or service of, or
have significant interest in any Member FSP.
Currently, OFS’ Board comprises 9 members,
of which, 6 are non-executive independent
directors. The members of the Board have the
necessary knowledge and experience inthe area
of consumer issues, financial services and the
Malaysian Judiciary.

The Board has the overall responsibility for the
management and oversight of OFS’ operations.
The Board is expected to provide strategic policy
directions and oversees the performance of OFS
as the operator of the Financial Ombudsman
Scheme and ensures OFS operates effectively
and efficiently. The Board has established Board
Committees to assist with the oversight of OFS’
operations.

The Board Committees will oversee specific
functional areas and deliberate and make
recommendations to the Board on matters
within their responsibility.

The responsibilities of the Board Committees
are set in their respective Terms of Reference
which includes the following:

e Board Audit Committee will support
the Board in ensuring the adequacy and
effectiveness of OFS’ internal control and
risk management;

e Board Nomination and Remuneration
Committee will support the Board in
carrying out its function in relation to the
appointment and removal of directors and
chief executive officer as well as on matters
relating to the remuneration of OFS’
employees; and

e Board Dispute Resolution Oversight
Committee will support the Board in
overseeing the dispute resolution internal
process and procedure to ensure that OFS
is operated in accordance with the Terms
of Reference including evaluating the
Members’ substantiated referral against the
Ombudsman’s decisions, if any.
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OFS’ Board Committee

Committees

Board Audit Committee

Committee Members

1. Mr Ong Chong Hye (Chairman)

2. En Mohd Radzuan Abd Halim
3.Y.Bhg. Tan Sri Dato’ Sri Zaleha binti Zahari
4. Mr Jeremy Lee Eng Huat

Board Nomination and
Remuneration Committee

1. Mr Ong Chong Hye (Chairman)
2. En Mohd Radzuan Abd Halim

3.Y.Bhg. Tan Sri Dato’ Sri Zaleha binti Zahari
4.Y.Bhg. Prof. Datuk Dr. Marimuthu Nadason
5.Y.Bhg. Datin Veronica Selvanayagy

Board Dispute Resolution
Oversight Committee

1.Y.Bhg. Tan Sri Dato’ Sri Zaleha Zahari (Chairman)
2. En Mohd Radzuan Abd Halim

3. Mr Ong Chong Hye
4.Y.Bhg. Prof. Datuk Dr. Marimuthu Nadason
5. Mr Jeremy Lee Eng Huat

Remuneration Policy

Only non-executive independent directors are
paid fixed Board meeting attendance allowance
and annual honorarium. Meeting allowance is
also paid for each Board Committee meeting
attended. The total fees and honorarium paid
to the non-executive independent directors in
2017 amounted to RM126,900.

The Board determines the compensation policy
for OFS’ staff and reviews it regularly.

Our People

We have a total of 40 staff, of which 25 staff
are involved in the dispute resolution process
comprising of 2 Ombudsmen, 14 Case Managers
and support staff. Our dispute resolution team

possesses the necessary skills, knowledge and
experience in carrying out their respective job
functions. Our Ombudsmen and Case Managers
are accredited mediators, with the majority
of them from legal and financial industry
background.

As part of our capacity building initiative, we are
working towards further enhancing the skills of
the Ombudsmen and Case Managers in dispute
resolution to be at par with the established
Ombudsman and Dispute Resolution Schemes
globally through a wide range of training
programmes.

OFS continually evaluates its human resource
requirements to ensure that it has sufficient
resources to operate effectively and capable of
achieving its mandate as an independent and
effective dispute resolution channel.
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Organisational Structure

Ombudsman for Financial Services

BOARD OF
. Board Audit Committee
2. Board Nomination and DIRECTORS

Remuneration Committee
3. Board Dispute Resolution
Oversight Committee
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Stakeholders

We have a broad range of stakeholders comprising among others, the financial service providers (FSPs)
who are our Members and the industry associations, Bank Negara Malaysia (BNM) and the financial
consumers.

Our Members

OFS’ Members are FSPs who are licensed persons under the Financial Services Act 2013 (FSA 2013)
and the Islamic Financial Services Act 2013 (IFSA 2013) and the prescribed institutions under the
Development Financial Institutions Act 2002, and the FSPs who are approved persons under the FSA
2013 and IFSA 2013.

Our Members comprise Licensed Banks including Islamic Banks, Prescribed Development Financial
Institutions, Licensed Insurance Companies and Takaful Operators, Approved Designated Payment
Instrument Issuers, Approved Insurance and Takaful Brokers and Approved Financial Advisers and
Islamic Financial Advisers.

Under the predecessor scheme (Financial Mediation Bureau), prior to 1 October 2016, the total
membership was only 100, and as at end December 2017, OFS’ membership increased to 180. OFS’
new Members are predominantly the Approved Designated Payment Instrument Issuers (including
e-Money Issuers) and the Approved Financial Advisers and Islamic Financial Advisers. Refer to appendix
for the full list of our Members.

OFS’ Members by Industry as at 31 December 2017

Prescribed Development

Financial institutions Approved Issuers of
6 (3%) Designated Payment

Licensed Takaful Operators Instrument
11 (6%) 30 (17%)

Licensed Islamic Banks
18 (10%)

e e Licensed Insurers

Approved Financial Advisers/ e—o 32 (18%)
Islamic Financial Advisers
26 (14%)
Licensed Conventional Banks >—[ Approved
27 (15%) Insurance /Takaful Brokers

30 (17%)
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The case fee imposed

Funding and Fee Structure on the registered disputes

. L. ) Institutions Case Fee
We are a non-profit organisation. Our funding

. Licensed Institutions
structure consists of an annual levy and case fee

. . and Prescribed RM1,500 per case
imposed on the Members. The annual levy charged is Institutions

based on OFS’ annual budget requirement which will

) Case Management stage
be shared equally among the licensed Members (banks,

Approved :RM100 per case
insurance/takaful) and the prescribed institutions. In Institutions Adjudication stage
2017, we collected a total annual levy of RM6.187 :RMS00 per case

million from our 94 Members (2016: RM6.43million).

Distribution of received disputes

OFS’ operating expenditure for 2017 was RM6.088 across our Members (2017)

million, a 4.6% increase as compared to 2016 (RM5.82
million). The implementation of case fee took effect on

1 October 2017. The fees imposed on the 206 cases 1-10 32 150
registered from 1 October 2017 to 31 December 11-20 13 198
2017 amounted to RM321, 604 (inclusive of GST). The P - p—
objective of imposing case fee is to ensure a fair and
equitable utilisation of the dispute resolution services 31-40 7 241
andtoincentivise FSPs to further improve their dispute 41-50 3 133
handling process and complaints management. 51-60 2 110

61-70 2 127
In 2017, more than 60% of our 180 Members had
no disputes lodged against them as compared to 71-80 1 3
only 33% in 2016. Overall, we have seen continuous 81-90 2 168
improvements in the FSPs’ management of complaints. FSPs with no 113

dispute

Total 180 1327

Members’ Engagement
We work closely with our Members and their respective industry associations. We share common

and emerging issues, exchange dispute trends and provide feedback to our Members for their further
improvement in complaints handling.

Key Activities for 2017
Engagement session with new Members
Engagement with ABM

Bilateral meetings with Members
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Financial Consumers

Our eligible complainant consists of a financial consumer who uses or has any financial services or
products provided by an FSP:

Individual - for personal,
domestic or household purposes

Small and Medium Enterprise
(SME) - in connection with a small
business

The following financial consumers are also our eligible complainants:

Guarantor of a credit
facility

Insured person under
group insurance

Nominee or beneficiary under
a family life/family takaful
certificate or a personal
accident/personal accident
takaful certificate

Person(s) covered
under group takaful

Insured person and
beneficiary of the
insured person under
a group insurance

Third party making a
claim for property
damage involving motor
insurance/takaful

-
Wy 7 S ] e

For the avoidance of doubt, OFS has the sole discretion in determining whether or not a financial
consumer is an eligible complainant for purposes of filing a dispute with the OFS and such determination
is final and binds the FSP at the time of the act or omission.
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Consumer Awareness Programme

As in previous years, we continued with our participation in awareness programmes to promote and
disseminate useful information on OFS’ services. It was even more crucial in 2017 as efforts were
intensified in creating awareness of the Financial Ombudsman Scheme, particularly our expanded
mandates, and our new approach to dispute resolution. Our efforts to promote the OFS’ role can be
seen in our participation in several major exhibitions and financial carnivals held in the Klang Valley
and also in East Malaysia.

Key activities in 2017

International Claims
Convention and the Asean
Financial Inclusion Forum

The Ministry of
International Trade
and Industry (MITI)

GLC ExplorAce 2017

Karnival Kewangan
organised by Bank Negara
Malaysia in Sarawak

O}
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2017 Stakeholders’ Engagement - At a Glance

January 2017 - Briefing to OFS’ new Members

January 2017 - Karnival Kewangan, Putra World Trade Centre

I CFS

B | AT AV ENLY FOR TR
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Dispute Resolution Process

OFS will consider disputes against our Members that fall within the following limits:

Type of Disputes

Maximum Amount
per Dispute

Banking (including Islamic banking) products and services/
insurance and takaful claims

Motor third party property damage insurance/takaful

Unauthorised transactions through the use of designated

payment instruments or a payment channel such as internet
banking, mobile banking or automated teller machine (ATM),
or unauthorised use of a cheque

RM250,000

RM10,000

RM25,000

Under the FOS, we adopt a 2-stage dispute resolution process comprising Case Management and
Adjudication to allow opportunity for disputing parties to reach an amicable settlement.

01

The Case Manager
endeavours to resolve
disputes through
mediation, negotiation or
conciliation within

3 months from the

date of receipt of full
documents

The financial consumer
may refer his/her dispute
to the Ombudsman
within 30 days from

the date of the
Recommendation or by
the date stipulated in

the Recommendation
(whichever is later).

Stage |: Case Management

If no settlement is
reached, the Case
Manager will assess

the dispute and issue a
Recommendation within
30 days from the date
the financial consumer
and the Member fails to
reach a settlement

03

If the Recommendation
is accepted by the
financial consumer and
the Member, the dispute
is resolved

Stage Il: Adjudication

02

The Ombudsman will
review the dispute and
adjudicate the dispute
independent of the
findings by the Case
Manager and issue a final
decision within 14 days
from the date of receipt
of full documents from
the financial consumer
and the Member

If the final decision is
accepted by the financial
consumer, the decision
is binding on financial
consumer and the
Member.

If either the financial
consumer or the Member
does not accept the

Case Manager’s
Recommendation, the
financial consumer or the
Member may refer the
dispute to the Ombudsman
for Adjudication

04

If the financial consumer
does not accept the
Ombudsman'’s final
decision, he/she is free to
pursue their claim through
any other means, including
a legal process or
arbitration
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Since OFS is an alternative dispute resolution body and not a court, our processes are ‘inquisitorial’ in
nature. We are not bound by any rules of evidence such as cross examination of witnesses and formal
legal procedures as adopted by the court

Our recommendations and decisions are based on the circumstances of a dispute and what we opine
to be fair and reasonable, having regard to the terms and conditions of any contract, any applicable
law, standards and/or guidance issued by Bank Negara Malaysia as well as industry best practice.

In this regard, OFS seeks to resolve disputes professionally, impartially and strives to promote trust
and respect between the financial consumers and the FSPs.
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—— DISPUTE RESOLUTION PROCESS ——

COMPLAINTS
RECEIVED

LETTER

[ =
I

FAX

2 =

WALK-IN

oo
oo
(e]e)

CALLS

@

E-MAIL

Dispute within Register Claims /
OFS’ Scope Disputes

Proceed to
Case Management

Within
3 months

MEDIATION
PROCESS

o Negotiation
e Mediation
e Conciliation

Not within
OFS’ scope

Not Settled

Within
30 days

I~
E@
Recommendation
by Case Manager

Recommendation based on what
is fair, just and reasonable and
the consideration of
- terms of contract
- regulations
- applicable laws
- good industry practice
- standards/guidelines by
Bank Negara Malaysia

Settlement

FSP and complainant
mutually agreed to
settle

R —  Stge 1 - Case Management
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~

FSP or complainant Complainant
rejects Recommendation rejects the Decision
(option to refer) e Decision is not binding
on FSP and complainant
e Complainant may seek
other avenues for
Case proceeds to redress
Adjudication
Within 14 days
Within from receipt of
30 days E= full documents
— —
. Final
Review by Decision
Ombudsman
> >
Settlement Complainant accepts
FSP and complainant the Decision
mutually agreed to e Decisionis binding on
settle

FSP and complainant
e Decision either

- Award the full claim

- Partial award

- Dismiss the claim

Stage 2 - Adjudication
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OFS’ Performance

Overall Assessment

Complaints and Enquiries Received

1 October 2017 marked our 1st anniversary as the operator of the Financial Ombudsman Scheme.
2017 was not only a year in transition for OFS but also a year where every effort was made to ensure
a smooth operational transformation to the Financial Ombudsman Scheme.

The number of enquiries and complaints received by OFS over the past 3 years was on a downward
trend but it picked up slightly in 2017. The decline may be attributed to a continuous improvement in
the financial service providers’ practices in handling complaints and disputes.

Chart 1: Trend of enquiries and complaints
received (2015-2017)

12000
10323

10000
8386 8797

8000
6000

4000
2015 2016 2017

In 2017, we received 8797 complaints and
enquiries from the general public, of which, 63%
or 5513 were on insurance and takaful related
matters. The remaining 37% were on banking
including Islamic banking and payment systems
matters.

The enquiries were handled by our complaints
management team which is the first point of
contact for all enquiries received through
correspondence (letter/email), telephone,
facsimile or walk-in. The electronic mode
(email/online) remained the preferred mode for
enquiries and lodging of complaints with OFS.

Table 1: Complaints and enquiries
received by channel (2017)

A@ #f
@ o) Il %
2110 104 1070

4062 135 1316

Of the total 8797 complaints and enquiries
received, 1327 (15%) fell within OFS’ jurisdiction
and were registered as eligible disputes. The
remaining 7470 (85%) of the disputes were not
within OFS’ scope and jurisdiction, and were
mainly cases which exceeded the monetary
limit, complaints on general pricing and product
features, time limit exceeded 6 months, requests
for cancellation of policies and customer service
issues.

We are committed to provide assistance and
advice to financial consumers seeking our help
on the best way to handle their complaints. For
disputes which were outside the OFS’ scope, we
would normally advise consumers to refer their
disputes to appropriate agencies. In the process,
we also educate the consumers on financial
matters.



Disputes Registered

Chart 2: Disputes received by sector
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*includes disputes registered under the predecessor scheme

Since the commencement of the Financial
Ombudsman Scheme on 1 October 2016, we
registered a total of 1709 disputes, of which
382 cases were registered between October and
December 2016 and 1327 cases in 2017.

The total number of disputes registered in 2017
reduced by 16%to 1327 (2016:1588). 64% of the
disputes registered were insurance and takaful
related disputes and 35% were banking related
disputes. The remaining 1% were disputes
related to payment instruments, particularly on
e-money.

Thereductionin the number of cases registered
in 2017 could be attributed to improved
complaints management by the FSPs.

OFS’ Performance

Table 2: Monetary threshold

Predecessor P
Ombudsman
Scheme
Scheme

Life/family takaful & other 100,000 250,000
general insurance/takaful
General/takaful (motor)
and fire insurance/takaful 200000 250,000
Motor insurance/takaful
third party property 5,000 10,000
damage
Banking (including
Islamic banking) and 100,000 250,000

payment systems

Unauthorised transaction
through designated 25,000 25,000
payment instrument

Effective 1 October 2016, the monetary
threshold has been increased as shown in
Table 2. Out of the 1327 cases registered in
2017,80% were disputes with monetary amount
less than RM25,000. Only 5% of the cases were
disputes with monetary amount exceeding
RM100,000. In 2017, we received 8 cases
with the disputed amount within the increased
monetary threshold under the banking sector
and 77 cases under the insurance sector.

Chart 3: Geographic distribution of complainants

Northern Region 16%

|

Central
Region 56%

Outside Malaysia 1%
O

East Coast Region 6% .

East Malaysia 6%. *

>

Southern Region 15%

The highest number of cases registered were
from the Central Region which accounted
for 56% of the total disputes registered since
October 2016. This was followed by Northern
Region (16%), Southern Region (15%), East
Coast Region (6%) and East Malaysia (6%).
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More efforts will be undertaken to create
awareness of OFS’ services among the general
public.

More than 90% of the disputes received were
filed by individual financial consumers and 10%
by the SMEs. As in previous years, there were
more male complainants compared to female
complainants. Based on age category, the
largest percentage of disputes lodged came from
financial consumers aged 30 years and above.

Disputes by Product

Chart 4: Cases received by dispute type (2017)

E-Money ] 1%
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In terms of the nature of disputes registered, the
top three categories were in relation to motor
insurance/takaful, life/family takaful and credit/
debit card issues.

The common issues raised under these
categories were:

. - issues on repudiation of claims due
to technical breaches (e.g. late notification),
non-possession of driving licence and
discrepancy on market valuation of motor
vehicle;

. - issues on non-
disclosure of material facts, non-
conformance with policy terms and
conditions, lack of understanding of the
policy benefits and claims and cases where
policy exclusions apply such as pre-existing
iliness and congenital conditions; and

° - issues on unauthorised
online transactions, unauthorised
transactions arising from lost and/or stolen
cards and compromised cards and also
claims for refund of transactions through
chargeback process for goods and services
not rendered.

Table 3: Overall disputes handled under FOS

2016

(October - December)

2017

345 cases
brought forward

382 cases registered

382caseshandled | EEENEE_. registered

37 cases disposed 1672 cases handled

10% rate of disposal 1237 cases disposed

74% rate of disposal

435 cases
carried forward

345 cases
carried forward

Disposal of Disputes

The primary indicator in measuring the
performance of OFS would be the rate, manner
and turnaround time for disposal of the cases.

The information, however, needs to be properly
analysed as well as contextualised within the
framework of the functions of the OFS, which



involves a two-stage dispute resolution process
(Case Management and Adjudication stages).

In 2017, OFS handled a total of 1672 disputes
comprising 345 outstanding disputes which
were carried forward from 2016 and 1327 new
disputes registered in 2017.

Chart 5: Disputes disposed at Case Management
& Adjudication stages (2017)

12% .—l

88%

Cases disposed at
Adjudication

Cases disposed at
Case Management

Atotal of 1237 disputes were disposed, of which
780 (63%) were insurance and takaful disputes
and 457 (37%) were disputes related to banking
and payment systems. Out of the 1237 disputes,
88% were disposed at the Case Management
stage, whilst the remaining 12% were disposed
at the Adjudication stage.

In addition, OFS also handled 125 disputes
under the predecessor scheme that remained
outstanding as at 31 December 2016. All the
125 disputes under the predecessor scheme
were disposed in 2017.

OFS’ Performance

Manner of Disposal

Our aim is to resolve disputes amicably by
mutual agreement which is achieved through
negotiation, mediation and conciliation.

Where necessary, the Case Manager will bring
the parties together during the enquiry session
to guide the discussion to make it easier for the
parties to talk about the issues and the FSP’s
findings.

Disputes are often resolved through an
agreement between the parties involved or
a Recommendation issued by Case Manager
which is accepted by the parties involved; and,
where there is no settlement reached, through
Adjudication by the Ombudsman.

Chart 6: Manner of disposal at
Case Management (2017)

17.1% »—l

s ——— 55%

24%

0.2% J
3.7%

Settlement No response

after Recommendation
Recommendation

accepted by the

complainant Others (Out of

reference, withdrawn
& no response

. Recommendation >
from complainant)

rejected but not
referred to Ombudsman

In2017,50% of the cases disposed wereresolved
by way of amicable settlement (603 cases at Case
Management stage and 19 cases at Adjudication
stage).
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This demonstrates the effectiveness of OFS’
dispute resolution process which is attributed to
the willingness of the FSPs towork constructively
with our dispute resolution team; and, also the
cooperation of both the FSP and the complainant
in achieving a win-win solution.

24% of the disputes were closed due to no
response from the complainants to the Case
Managers’ Recommendation. 17.1% were either
withdrawn, no response from complainant or
found to be out of reference or excluded pursuant
to Clause 14 of the OFS’ Terms of Reference
upon investigation (e.g. disputes relating to or
has an element of fraud).

Chart 7: Manner of disposal at
Adjudication stage (2017)

1% l l 13%
10%
76%
Settlement Upheld FSP’s Decision
. Revised Withdrawn by
FSP’s Decision complainant

12% of the disputes were resolved/disposed
at Adjudication stage, out of which 76% were
cases where the Ombudsman upheld the FSPs’
decision.

In resolving disputes, we look at each case
independently and impartially. We aimto achieve
fair and reasonable outcome by considering:-
e relevant applicable laws;
e BNM guidelines as well as best industry
practices; and
¢ the unique circumstances of each dispute.

The principles of fairness and reasonableness
are key to OFS being able to provide effective
redress for consumers. We take into account the
information and explanation given by both the
FSP and the complainant and weigh all the facts
before deciding on the resolution of the dispute.

The examples of the types of disputes handled
are published on OFS’ website (http://www.ofs.
org.my/en/case_studies).

Efficiency in Resolving Disputes

Chart 8: Turnaround time for
disposal of disputes (2017)
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We are committed to resolve disputes as
efficiently as possible. Based on our current
process/procedures and client charter, we are
expected to resolve disputes within a specified
time frame.

During 2017, 76% of the disputes were closed/
disposed within 6 months from the date of
registration. 24% of the cases took more than 6
months to dispose.

Amongst the factors that resulted in a longer
time taken to resolve the disputes were:-
e the complexity of disputes;
e delayinsubmitting complete documents by
either the complainants or FSPs;



e extension of time requested to review the
case; and

e the need to obtain more information
following the mediation session.

We undertake to continuously improve our
efficiency in disposing disputes to the best
interest of FSPs and the complainants.

Table 4: Turnaround time for
disposal of disputes (2017)

Analysis on turnaround time for disposal of disputes

Disputes resolved within 3 months 35%
Disputes resolved between 3 to 6 months 41%
Disputes resolved beyond 6 months 24%

Chart 9: Aging for outstanding disputes (2017)
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There were 435 outstanding disputes as at
31 December 2017 of which 45% (194) were
outstanding for less than 3 months from the date
of registration and 38% (165) were outstanding
between 3 to 6 months from the registration
date.

A customer satisfaction survey has been carried
out in 2018 to assess the level of satisfaction
when dealing with OFS. The outcome of the
survey will be finalised in the second half of 2018.
The analysis will enlighten us on areas toimprove

OFS’ Performance

on overall operations. We will endeavour to
continuously improve the effectiveness and
efficiency of our services.

Table 5: Aging for outstanding disputes (2017)

Analysis on aging for outstanding disputes

Disputes outstanding for less than 3 months

45%
from the date of registration ?

Disputes outstanding between 3 to 6 months 38%

Disputes outstanding for more than 6 months 17%
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Sectoral Assessment -
Insurance and Takaful

Overview

We handled 1052 insurance and takaful disputes
in 2017 of which 853 were new disputes
registered and 199 disputes brought forward
from the previous year. The disputes were in
relation to FSPs’ decision to repudiate a claim
and the claim amount. A total of 780 disputes
were resolved with 272 disputes carried forward
to 2018.

Under the FOS, the monetary threshold for
life/family takaful and other general insurance/
takaful disputes has been increased as
highlighted in Table A1.

Table A1: Monetary threshold

Life/family takaful &

other general 100,000
insurance/takaful

M fi

! otor and fire 200,000
insurance/takaful

Insurance/takaful motor

third party property 5,000

damage

250,000

250,000

10,000



We received 77 cases with the disputed amount
within the increased monetary threshold which
comprised motor third party property damage
(32), general medical insurance (15), life
insurance (11), general insurance non motor (7),
general insurance motor (5), takaful general non
motor (1) and takaful family (6).

Out of 853 cases registered in 2017, 49% were
disputes with monetary amount of less than
RM5,000. Only 7% of the cases were disputes
with monetary amount exceeding RM100,000.

Disputes by Product

Chart A1: Disputes received by product type
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As in previous years, the majority of disputes
were related to:

e motor insurance (27%) and takaful (8%)

e lifeinsurance (22%)

e family takaful (13%)

OFS’ Performance

Common Dispute Types

Motor
Chart A2: Common dispute types - Motor (2017)

Late notification 77

Non possession

of driving licence 35

Market value 34

Most of the disputes related to motor policy
were in relation to:

e repudiation of claim due to late notification
of claim and non-possession of driving
licence at the time of loss

e discrepancy on market valuation of motor
vehicle

Life and Family takaful

Chart A3: Common dispute types -
Life and Family takaful (2017)

Policy exclusion 45

Non-disclosure/

. . 53
misrepresentation

Policy definition 140

Most of the disputes related to life and family
takaful were in relation to repudiation of claim
dueto:

e non-disclosure of material facts

¢ non-fulfilment of policy definition

e policy exclusion
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Issues Relating to Insurance and
Takaful Disputes

The general observations made from the top
three (motor, life and family takaful) disputes
were mainly on:
¢ thelevel of knowledge and/or understanding
of the policy/certificate terms and conditions
by the policy/certificate holders
e the scope of interpretation and compliance
with Schedule 9 of the Financial Services Act
2013 (FSA) and of Islamic Financial Services
Act 2013 (IFSA) by the FSPs
e compliance to Bank Negara Malaysia’s
Guidelines on Claims Settlement Practices
by the FSPs

The nature of disputes handled and the
observations made by OFS in relation to the
disputes are elaborated below:

'a‘ Motor

The majority of the disputes under the motor

policy involved:

e delay in notification of claim to the FSP

e non-possession of driving licence by the
insured driver at the time of loss

e market valuation - the insured disputed the
guantum of settlement in the event of theft
of vehicle or vehicle was declared as total
loss or beyond economic repair

It was noted that the general reason given by
the complainants in these disputes was the lack
of knowledge and understanding of the policy
terms and conditions. This is one of the areas
of concern that should be addressed by the
relevant stakeholders. Policyholders have been
advised to read their policy and understand their
obligations under the terms and conditions of

the policy. FSPs have also a role to play in being
transparent and ensure that the policy terms and
conditions are understood by the policyholder.

FSPs have been advised not to repudiate
claims purely on technical breaches which
are unconnected to the loss and/or has not
prejudiced their interest e.g. claims repudiated
due to late notification and non-possession of a
valid driving licence in theft claims.

FSPs were reminded to refer to Bank Negara
Malaysia’s Guidelines on Claims Settlement
Practices which states that an insurer/takaful
operator should not repudiate a claim on technical
breaches of warranty or policy/certificate
conditions which are not material or unconnected
to the circumstances of the loss, unless it had
prejudiced the interest of the insurer/takaful
operator or has exceeded the time bar as provided
under the law.

Another important observation is that further
improvement is required from the FSPs when
investigating claims. FSPs are advised to
investigate claims thoroughly and ensure that
they have complete supporting documents
before making a decision.

Itwasobservedthatinone of the cases adjudicated
by the Ombudsman, the FSP concerned was not
aware of the rules on non-disclosure applicable
to consumer insurance contract after coming
into effect of the Schedule 9, Financial Services
Act 2013. Under the new rules, the onus is on
the insurers to ask specific questions that will
be relevant and material to them in determining
whethertoaccept therisk or not. Theinsured is not
required to volunteer any answers or information
in the proposal form/questionnaire.



CASE STUDY I -
Theft claim under Motor

Background

The participant’s claim for theft of his vehicle
was repudiated by the FSP on the grounds of late
notification of more than 4 weeks in breach of
condition 2(a) of the Private Car Certificate.

Investigation and Findings

Condition 2(a) of the Private Car Certificate states
as follows:-

“We must be notified in writing or by phone in either
case with particulars of the vehicles involved, date
of accident and, if possible, a brief description of the
circumstances of the accident within the specific
time frame as follows after an event which may
become the subject of a claim under the Certificate:

i. Within seven (7) days if you are not physically
disabled or hospitalised following the event.

ii. Within thirty (30) days or as soon as practicable
if you are physically disabled and hospitalised as
aresult of the event.

iii. Other than i) and ii), a longer notification period
may be allowed subject to specific proof by you”

Investigation by the loss adjusters revealed that the
theft of the vehicle was genuine and no foul play
was suspected on the part of the participant. They
were satisfied that reasonable precaution had been
taken on the safety of the vehicle and ruled out
negligence on the part of the participant. The delay in
notification was because the participant had waited/
hoped for the vehicle to be recovered by the police
before notifying the FSP. This was participant’s first
experience of a theft claim.

Settlement

OFS observed that under clause 3.4.2(b) of the
Guidelines on Claims Settlement Practices issued by
Bank Negara Malaysia, a takaful operator should not
repudiate a claim on technical breaches of warranty
or certificate conditions which are immaterial or
unconnected to the circumstances of loss unless it
has prejudiced the interest of the takaful operator.
The FSP was advised that the late notification of the
event was unconnected to a case of vehicle theft.
It was a technical breach and unless the FSP could
show that its interest was prejudiced, it should not
repudiate a claim.

The FSP agreed and settled the claim.

OFS’ Performance

Life and Medical Insurance
and Takaful Family

Most of the disputes were in relation to claims
which were rejected due to:-
¢ non-disclosure of material factsininsurance/
takaful application/renewal forms
e claims which do not conform to the policy/
certificate definitions
¢ disputes where policy/certificate exclusions
apply such as pre-existing illness and
congenital conditions

It was noted that there were gaps in consumer
knowledge on the medical and healthcare
products used despite the availability of the
Product Disclosure Sheet. Pursuant to Bank
Negara Malaysia’s requirement, FSPs are
required to give their customers the Product
Disclosure Sheet which outlines the main
features of the product so that the customers
are able to make informed decisions when
purchasing an insurance product.

However, it was observed that there s still a low
level of awareness among the complainants/
general public on the existence and purpose of
the Product Disclosure Sheet.

Another important observation is in relation
to repudiation of claim on consumer insurance
contract on grounds of non-disclosure of material
facts during the completion of the proposal form
by the complainant.

It was noted that there were proposal forms
whichdid not reflect any questions which require
theinsuredtodisclose specific medical condition.
In some of the insurance products, the proposal
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form only contained a declaration of health by
the assured person instead of questions on the
proposer’s health condition.

The complainant, being a layman and not
medically trained could not be expected to
disclose his/her medical condition when the
FSP’s proposal form does not reflect any question
of such effect.

OFS’ approach in resolving disputes of such
nature is reflected in Case Study Il. In this case,
the FSP did not ask any question on ‘skin rashes’
in the proposal form, thus the complainant
was under no further duty to reveal beyond
answering the specific questions.

CASE STUDY II - Hospitalisation Claim

Background

The assured’s medical claim was rejected on the grounds
that the assured had failed to disclose her medical
condition, i.e. treatment for skin rashes/allergic reaction,

in the proposal form.

The FSP’s decision was based on the medical
questionnaire completed by a doctor from a clinic which

reported that:-

» the assured had history of treatment for skin rashes/

allergic reaction; and

> the attending doctor had first treated the assured in

2010.

Investigation and Findings

The FSP contended that the assured should have
disclosed her medical condition, i.e. treatment for skin
rashes/allergic reaction in the following questions in the

proposal form:-

“6. Have you ever suffered from, or been told that you are
suffering or have suffered from, or received any treatment

for:-

(k) Backache, slipped disc, spondylosis, arthritis, rheumatoid
arthritis, systemic lupus erythematosus (SLE), osteoporosis,
gout, psoriasis, chronic skin disease or other disease or
disorder of the immune system, connective tissue, spine,

muscle, bone or joint?

FSPs should ensure that the proposal form
includes specific questions to solicit information
from the proposer which arerelevant to the FSPs’
decision to enter into a contract of insurance/
takaful.

This is in line with the pre-contractual duty
of disclosure for consumer insurance/takaful
contract under Paragraph 5, Schedule 9 of the
Financial Services Act 2013/Islamic Financial
Services Act 2013. If the FSPs fail to ask specific
questions, then it is deemed to have waived the
proposer’s obligation to comply with their duty
of disclosure.

11. Are there any other circumstances not already disclosed
elsewhere in this proposal form that would render an
assurance on your life more than usually hazardous? If you
are in doubt on whether certain circumstances are more than
usually hazardous, these circumstances should be disclosed.”

Nevertheless, we observed that:-

> there was no specific question in the Proposal Form
which required the assured to disclose her skin
rashes/allergic reaction;

» the question in the said form required the assured to
disclose chronic skin disease;

» in the proposal forms of other Insurance companies,
they have specific question which includes skin
disease; and

» based on Paragraph 5 of the Financial Services Act
2013, Pre-contractual duty of disclosure for consumer
insurance contract and Bank Negara Malaysia’s
Guidelines on Medical and Health Insurance Business
(BNM/RH/GL/003-20), it is the duty of the insurers
to frame questions in the proposal form clearly and
accurately to solicit information.

Based on the assessment above, OFS was of the view that
the complainant’s claim warrants a review.

Settlement

The FSP concurred with the assessment and settled the
claim.



Total and Permanent Disability
claim (TPD)

Our observation from the disputes involving

OFS’ Performance

For the benefit of the assured/participants, FSPs
are urged to provide a detailed explanation in
their letter of repudiation which includes:-

e the extent of disability suffered by the

assured/participants,

the reason why the disability suffered did
not prevent the assured/participants from
performing his/her occupation,

the ability of the assured/participants
(with reference to the medical condition
suffered) to gain any income from any other
occupation, based on his/her education/
working experience.

non-fulfilment of the definition of total and
permanent disability (TPD) is that most of the .
assured/participants were not aware of the
meaning and definition of ‘total and permanent
disability’ in the policy/certificate. .

CASE STUDY III - Takaful Family - Total and Permanent Disability (TPD) claim

Activities of Daily Living’ shall mean
(i) Transfer of mobility...., (ii) Continence...., (iii) Dressing....,
(iv) Toileting...., (v) Eating....

Background

The participant’s claim was repudiated by the FSP on the
ground that his condition does not fulfil the Certificate’s
definition of Total and Permanent Disability (TPD). The occurrence of any of the following shall also be considered
as Total and Permanent Disability:

ekl e e s i. total and irrecoverable loss of sight of both eyes; or

The FSP’s decision was based on the medical report from
Hospital ABC, which indicated that the participant had
suffered from ‘both eye retinitis pigmentosa and both eye .
high myopia’ and therefore did not fulfil the definition of
TPD.

ii. loss by severance of two limbs at above wrist or ankle; or

total and irrecoverable loss of the sight of one eye and loss
by severance of one limb at above wrist or ankle.”

Based on the supporting documents submitted, the

The relevant policy definition states as follows:- following were observed:

“1. Definition of Total and Permanent Disability (TPD) (i) The medical report did not state any impairment or
disabilities of the participant. It was only stated that
the participant had suffered from ‘both eye retinitis

pigmentosa and both eye high myopia’;

‘Total and Permanent Disability’ (hereinafter referred to as
‘TPD’) shall mean disability caused by an accidental bodily
injury, illness or disease which wholly prevents the participant
from engaging in any work, business, occupation or profession
for wages, compensation or profit, provided however, that
such disability must last for a continuous period of not less
than six (6) months in duration.....

(ii) There was no further clarification sought by the FSP
from the attending physician/hospital on the extent
of participant’s illness;

Based on the above, the FSP was requested to seek
further clarification from the attending physician on
the extent of the participant’s illness if the information
provided was not satisfactory at the time of assessment.

Notwithstanding the above, in respect of participant who
are dependent on others for financial support at any time of
disability or in respect of participant who are unemployed or
not engaged in any business or activity from which income,
profits, commissions or compensation is derived at the
commencement of disability, TPD is defined as totally unable
....to perform independently at least three (3) of the Activities
of Daily Living’ as herein after defined....

Settlement

The FSP had accordingly sought further clarification from
the hospital and subsequently settled the participant’s
claim.
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Motor - Third-Party Property
Damage (TPPD)

The most common disputes under this category
were related to Compensation for Assessed
Repair Time (CART) which is a compensation
for loss of use of the vehicle. FSPs used Bank
Negara Malaysia’s CART Guidelines in making
their offer.

Many complainants were unhappy because the
actual days they were deprived of the use of their
vehicles were more compared to the number of
days for assessed repair time recommended by
the registered loss adjuster.

In disputes where the CART guidelines were
not followed, especially with regard to the 7
days discretion for unforeseen delays, the FSPs
revised their offers after being highlighted by
OFS and settled the dispute.

Another common dispute is on FSPs’ offers for
cost of repair compared to the recommended
cost by theregistered loss adjuster appointed by
the claimant arising from the mandate provided
by the claimants’ insurers under the KFK. The
KFKis an agreement between FSPs in which the
claimants are not a party.

We observed that FSPs’ offer for the cost of
repair was based on the mandate obtained from
the claimants’ insurers. Reference was not made
to the recommendations of the registered loss
adjuster appointed by the third party claimants.
FSPsreferred to the KFK Agreement as the basis
for maintaining their offer.

It is advisable for FSPs to resolve any dispute
on the cost of repair with the registered loss
adjuster appointed by the claimant prior to
making an offer.

General - Non Motor

Disputes registered under this category were
in relation to different types of policy such as:-

e Travel Insurance

¢ Houseowner/Householder

e Firelnsurance

e Extended Warranty

e Contractor’s All Risk

e Public Liability

e Marine

e Personal Guard

¢ Mobile Plant & Equipment

e Burglary

e Business Protection

e Equipment All Risk

e Goods-in-transit

e Smart Protection

Under the above category, disputes related to
travel insurance recorded the highest number
in 2017. Travel policies cover a wide range of
travel related perils and have its own limits and
exclusions.

Based on the disputes handled, generally the
complainants were not aware of the coverage,
limits, terms, conditions and exclusions of the
travel policy. Travellers would normally buy
flight tickets together with the travel insurance
and assume that the coverage is comprehensive.
FSPs are expected to undertake more efforts
to create consumer awareness on the scope of
coverage under the travel policy.



FSPs should ensure that the policyholders are
provided with a full clear copy of the policy terms
and conditions. Emphasis should be made on the
‘limits’ of coverage, conditions and exclusions.

In most disputes, we observed that complainants
referred to the travel brochure when lodging

OFS’ Performance

complaints with us. The travel insurance
brochure is usually the first document that the
policyholder refers to when purchasing a travel
policy. FSPs should include information in their
travel brochure on where the policyholder can
obtain a copy of the relevant full terms and
conditions.

CASE STUDY IV - Travel Insurance

Background

The complainants’ travel benefit was rejected on the grounds that the circumstances of this claim was beyond the scope
of this policy coverage. The complainants had missed their scheduled flight due to the cancellation of train services due
to a snow storm. As a result, the complainants were unable to get to the airport before the check-in time had expired.
The Scheduled flight took off on schedule and the next available flight was two days later.

The claim was for the purchase of new flight tickets, food and accommodation expenses.

Investigation and Findings

The following were noted:-

» There was no delay to the scheduled flight for which the complainants were booked to travel on.
» The complainants’ failure to get to the airport in time was due to the cancellation of train services.

> Based on the review of the travel benefits for the credit card holder, there was no benefit that matched the
circumstances of the claim. For example, travel delay benefit was specific about the delay to the scheduled flight.

In this case, the scheduled flight was not delayed and took off on time.

Reference to the terms and conditions confirmed that the coverage offered to credit card customer under this scheme
was limited.

As a consumer, the complainants should read and understand the coverage of the travel benefits under this scheme.

Recommendation
OFS recommended in favour of the FSP.
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Disposal of Disputes

In2017,we closed 780 cases, of which 667 (86%)
disputes were disposed at Case Management
stage and 113 (14%) disputes were disposed at
the Adjudication stage.

Chart A4: Disposal of disputes (by stage) (2017)
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271 (41%) disputes were disposed through
mutual settlement. The FSPs are to be
commended for their willingness to review
and settle the claim after considering Case
Managers’ observation/preliminary assessment
of the merits of the dispute.

369 Recommendations were issued as a
settlement could not be reached in which 23
of these Recommendations were accepted by
the complainants and FSPs. We closed 228
disputes as we did not receive any response
from the complainants within 30 days after
Recommendations were issued. 116 disputes
were referred to the Ombudsman for
Adjudication.

Atotal of 143 disputes were closed on the basis:

e the disputes were withdrawn by the
complainants (24);

e the complainants did not respond to
correspondences from OFS (103);

e the disputes were outside OFS’ Terms of
Reference (TOR) (16), for e.g., where an
element of fraud was discovered during
the dispute resolution process and/or the
complainant had filed legal proceedings
against the FSP.



Adjudication
Chart A6: Manner of disposal at Adjudication (2017)
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A total of 116 (14%) disputes were referred to
the Ombudsman for Adjudication of which 113
disputes were referred by the complainants and
3 disputes were referred by the FSPs.

Out of the 116 disputes, 12 disputes were
resolved by way of settlement whereby the
FSPs revised their decisions and settled the
claims based on the observation made by the
Ombudsman. 92 disputes were issued with final
decision by the Ombudsman confirming the FSPs’
decisions and for 9 disputes, the Ombudsman
revised the FSPs’ decisions.

Table A2: Disputes disposed by Ombudsman (2017)

O——o @ Settlement

Upheld FSPs’
decision

Revised FSPs’
0 . .
o— @ decision
Disputes pending
O—o Adjudication as at
31 December 2017

OFS’ Performance

It is encouraging to note that FSPs revised
their decisions and settled the claims at the
Adjudication stage based on the preliminary
observations made by the Ombudsman. This
observation mainly centred onthe interpretation
of certain clauses in the policy as well as
application of legal principles.

Turnaround Time for Disposal of Disputes

Chart A7: Turnaround time for disposal of disputes
(2017)
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Out of the 780 disputes disposed in 2017:

e 31% of the disputes were closed within
3 months from registration of disputes,

o 44% of the disputes were closed between
3to 6 months,

o 25% of the disputes were closed beyond 6
months. Thisisgenerally attributed tofurther
clarifications/documents required (e.g.
medical report, adjuster’s report, technical
report, etc.) from the FSPs/complainants
and/or extension of time requested by either
the FSPs or the complainants to respond to
queries or submit further documents.
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Table A3: Turnaround time for
disposal of disputes (2017)

Analysis on turnaround time for disposal of disputes
(from the date of registration)

Disputes closed within 3 months 31%
Disputes closed between 3 to 6 months 44%
Disputes closed beyond 6 months 25%

Aging for Outstanding Disputes

Atotal of 272 disputes remained outstanding as
atend 2017. Out of the 272 disputes, 240 (88%)
disputes remain outstanding within 6 months
from date of registration and 32 (12%) disputes
outstanding for more than 6 months.

Chart A8: Aging for outstanding disputes (2017)
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Table A4: Aging for outstanding disputes (2017)

Analysis on aging for outstanding disputes
(from the date of registration)

Disputes outstanding for less than 3 months 48%
Disputes outstanding between 3 to 6 months 40%

Disputes outstanding for more than 6 months 12%



OFS’ Performance

Appendix 1

Insurance and Takaful

Table A5: Manner of disposal at Case Management (2017)
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Motor 82 7 1 56 9 3 5 163
Motor Third Party 34 3 0 16 0 3 1 57
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TOTAL 222 15 1 185 11 15 57 506
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Property Damage
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General 5 1 0 4 0 0 0 10
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Appendix 2

Table A6: Manner of disposal at Adjudication (2017)

Final decision

b Total cases
Settlement (b) resolved at
Categories (a) Adjudication
a Revised Upheld stage
FSP’s FSP’s (a)+(b)+(c)
decision decision
CONVENTIONAL INSURANCE
General
(Non-motor) g L o 7 . <
General (Medical) 14 2 0 12 0 14
Life 21 2 1 18 0 21
General Motor 39 3 5 30 0 38
Motor Third Party 4 0 0 4 0 4
Property Damage
6 71
TOTAL 87 8 (0} 85
77
TAKAFUL
Third Party 2 0 0 2 0 2
Property Damage
Family 16 2 0 14 0 16
General 2 1 0 0 0 1
Motor 9 1 3 5 0 9
3 21
TOTAL 29 4 (0} 28

24
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Sectoral Assessment -
Banking (including Islamic Banking) and

Payment Systems

Overview

We handled 620 disputesin 2017, of which 146
disputes were brought forward from 2016 and
474 disputes were registered in 2017. Out of
the 620 disputes handled, 457 disputes were
disposed/closed and the remaining 163 disputes
were carried forward to 2018. The rate of
disposal of the disputes was 74%.

Under the FOS, the monetary threshold for
financial services/products or Islamic financial

services/products has been increased as
highlighted in Table B1.

Table B1: Monetary threshold

Financial
Prgg::::sesor Ombudsman
Scheme
Banking (including
Islamic banking) and 100,000 250,000
payment systems
Unauthorised
transactions through
fie5|gnated payment 25,000 25,000
instrument or
unauthorised use of
cheques
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Wereceived 8 disputes with the disputed amount
within the increased monetary threshold which
comprised loan and advances (1), fixed deposit (1),
bancassurance (1) credit card (3) and internet
banking (2).

Of the 474 disputes registered in 2017, 95%
were disputes with monetary value of less than
RM25,000.

Disputes by Product

Chart B1: Disputes received by product type
(2017)
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The top three disputes registered under the
banking and payment systems sector in 2017
were:
e credit/debit card issues;
e issuesrelatingto Automated Teller Machines
(ATM); and,
e operational issues.

Common Dispute Types

Credit and Debit Card

Chart B2: Common dispute types in
credit and debit card (2017)

Lost/stolen card 114
Compromised card 59
Chargeback issues 24
Online transaction - 21
Cash advance . 10
Others 6
Double billing 4
Non-payment of claim | 1
The common credit and debit cards disputes
handled were in relation to:
e unauthorised transactions arising from lost/
stolen cards and compromised card;
e unauthorised online transactions; and
e reversal of transaction made through the

chargeback process for goods and services
not rendered.

Automated Teller Machine (ATM)

Chart B3: Common dispute types in ATM

Non dispensation 55

Card and PIN 20
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Lost/stolen card 8

Short dispensation . 8

Fraud/scam I 3



The common disputes handled on ATM issues
were in relation to:

e non and short dispensation of cash from
the ATM where cash was not dispensed or
short dispensed during withdrawal but the
full amount was debited from the customer’s
account;

e unauthorised withdrawals arising from
lost/stolen card and the card and PIN
compromised; and

e scams such as ‘voice phishing’, a criminal
practice of using social engineering over the
telephone system to defraud and mislead
someone into revealing their banking
information.

Operational Issues

Chart B4: Common dispute types on
operational matters (2017)
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The commondisputes handled under operational
matters were in relation to:

e mis-selling of bancassurance/bancatakaful
products by FSP. The common complaints
received fromthe consumerswereinrelation
to the bancassurance products marketed as
asavings plan with free insurance coverage;

e claims against deposit certificates which
surfaced after more than 10 years; and

e claims on forged/altered cheques.

OFS’ Performance

Issues relating to Banking and
Payment Systems Disputes

The general observations made based on the
disputes handled were mainly on:

e consumers who do not understand the
product features and terms and conditions
which led them to sign up for unsuitable
products.

e |ack of awareness on safekeeping of credit/
debit cards and the personal banking
information such as Personal Identification
Number (PIN), username and passwords.

FSPs can play a greater role in educating
consumers on the importance of credit/debit
cards’ security features and to explain the
product features and terms clearly to the
consumers.

The nature of disputes handled and the
observations made by OFS in relation to the
disputes are elaborated below:

Credit/Charge and Debit Cards

Implementation of Personal Identification
Number (PIN)

On 1 July 2017, the bankinginstitutions and non-
bank issuers of payment cards implemented the
PIN verification payment card system to replace
the signature-based verification for credit and
debit card transactions. The migration from
the signature-based to the PIN-based system
is part of the enhancement to the payment card
infrastructure where cardholders are required to
enter a 6-digit PIN for payment card transactions
conducted at point-of-sale (POS) terminals.
This has reduced incidences of unauthorised
transactions relating to lost and stolen cards
within Malaysia.

OMBUDSMAN FOR FINANCIAL SERVICES ANNUAL REPORT 2017 @



Following the implementation of the PIN based
system,the number of disputesregisteredrelating
tounauthorised transactions arisingfromlost and
stolen credit/debit cardsin 2017 (114 disputes)
has reduced significantly compared to 2016
(206 disputes).

Unauthorised transactions on loss and stolen
cards can still occur within or outside Malaysia.
Consume