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Module 1 
 

What is money laundering? 
 
Outcomes for Module 1: 
 
Learners will be able to:  

 Explain the concept of unlawful activities 
 

 Explain the concept of money laundering 
 

 Describe why people launder money 
 

 Identify money laundering activities  
 

 Explain why governments police money laundering 
 

 Describe ways in which governments police money laundering 
 

 Identify ways in which ordinary people can help fight organised crime 
 

 
 
Unlawful activities: 
Unlawful activities can find their definitions in the following: 
 
• Unlawful – illegal – forbidden by law – prohibited by a code of official or 

accepted rules, 
 
• Law – a rule or set of rules legally or constitutionally instituted in order to 

punish those who offend the conventions of society – a rule or body of rules 
made by the legislature, 

 
• Statute Law – a law enacted by a legislative body, 
 
• Common Law – the body of law based on judicial decisions and custom, as 

distinct from statute law,  
 
• Bylaw – a rule made by a local authority, 
 
• Crime – an act or omission prohibited and punished by law, 
 
• Offence – violation or breach of a law, custom or rule; any public wrong or 

crime. 
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Act definition 
In the Act, the term “unlawful activity” is defined as:  
 
“conduct which constitutes a crime or which contravenes any law, whether such 
conduct occurred in the Republic or elsewhere.”   
 
Unlawful activities globally  
It is generally accepted that crime around the world is operating at unacceptably high 
levels. Petty crime is generally on the increase as unemployment and socio-
economic problems continue to grow and develop in most countries. The problem of 
petty crime is dealt with either efficiently or otherwise, at the level of the local police 
forces and the courts. 
 
Organised Crime 
Serious as these problems are, the type of unlawful activities, which cause the most 
threat to all countries, is that of organised crime. Global organised crime is a serious 
threat to all nations in terms of their security, as well as their economies, and to the 
global economy as a whole. 
 
Types of organised crimes include: 
• Racketeering activities 
• Being a member of a criminal gang 
• Money Laundering 
 
Receiving  
Not only are the perpetrators of the above guilty of carrying out unlawful activities, 
but so is anyone receiving the proceeds of unlawful activities. 
 
Unlawful activities in South Africa 
Since South Africa was re-introduced to the global village a decade ago, it has had 
to play catch-up with many aspects of international business and legal practice.  With 
its previously lax controls in this regard, South Africa became a haven for 
international criminals to use our financial and banking system to launder the 
proceeds of crime and drug trafficking.  
 
Africa, and in particular South Africa as the leading economic force on the continent, 
needs to put mechanisms and systems in place to be able to counter such activities, 
in order to be permitted to make a meaningful contribution in the international 
economic arena. 
 
Unlawful activities 
Examples 
 
In order to clarify the concept of unlawful activities still further, the Prevention of 
Organised Crime Act No 121 of 1998, recognises a list of the top 34 crimes under its 
Schedule 1: 
• Murder 
• Rape 
• Kidnapping 
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• Arson 
• Public violence 
• Robbery 
• Assault with intent to do grievous bodily harm 
• Indecent assault 
• Statutory sexual offences against children under a specified age 
• Any offence under any legislation dealing with gambling, gaming, or lotteries 
• Any offence under section 20 (1) of the Sexual Offences Act 
• Any offence under section 1 (1) of the Corruption Act 
• Extortion 
• Child stealing 
• Breaking or entering any premises with intent to commit an offence 
• Malicious injury to property 
• Theft 
• Any offence under section 36, or 37 of the General law Amendment Act 
• Fraud 
• Forgery  
• Offences relating to the coinage 
• Any offence under section 13 of the Drugs and Drug Trafficking Act 
• Any offence relating to ammunition, firearms, explosives etc 
• Any offence under section 36 of the Arms and Ammunition Act 
• Any offence relating to endangered flora or fauna 
• Any offence relating to exchange control 
• Any offence relating to precious metals or stones 
• Any offence relating to sections of the Intimidation Act 
• Defeating or obstructing the course of justice 
• Perjury 
• Subornation of perjury 
• Any offence relating to the Proceeds of Unlawful Activities or Criminal Gang 

activities 
• Any offence where punishment exceeds one year imprisonment without the 

option of a fine 
•  Any conspiracy, incitement, attempt to commit any of the above 
 
The size of the problem 
As organised crime, and, in particular, money laundering, do not fall inside the official 
economic statistics, it is difficult to measure precisely the problem, and governments 
can only make rough estimates as to the total value of illegitimate money circulating 
in an economy. It is however considered to be the third biggest business in the world 
today. According to the International monetary Fund (IMF), money laundering could 
amount to up to between 2-5% of the Global Domestic Product. 
 
In a study on world economic crime carried out by Pricewaterhouse Coopers, it was 
revealed that 71% of South African companies had fallen victim to economic crime in 
the previous two years. This compares to the global figure of 37% of companies 
experiencing economic crime during the same period.  
 
Theft of assets was by far the biggest problem in South Africa and Africa. About 79% 
of the local companies said that they had experienced asset theft compared to 59% 
globally. The survey found that larger companies with more than 1 000 staff were 
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most likely to fall victim to fraud. The sector with the highest incidence of economic 
fraud worldwide was financial services including banking and insurance. 
 
One in six banks reported uncovering money laundering operations during the 
previous two years, as improved control and compliance systems, and ongoing 
efforts to raise awareness of money laundering, led to higher detection rates.  
 
Besides the economic losses, the survey found that companies reported that 
economic crime affected staff morale, business relations and reputations. 
 
An estimated US$2 trillion (about R15 trillion) is laundered around the world annually 
and an estimated US$19 billion (over R180 billion) is laundered from Africa every 
year. 
 
Money Laundering Definition  
“An activity which has, or is likely to have the effect of concealing or disguising the 
nature, source, location, disposition, or movement of the proceeds of unlawful 
activities or any interest which anyone has in such proceeds.” 
 
Proceeds of unlawful activities Definition 
“Any property or any service, advantage, benefit, or reward which was derived, 
received or retained, directly or indirectly, in the Republic or elsewhere, at any 
time…, in connection with, or as a result of, an unlawful activity carried on by any 
person, and includes any property representing property so derived .” 
 
Simply put 
From the definitions above, it should be clear that money laundering is a crime “on 
top of” a crime. One can say, in a simplistic way, that after a crime has been 
committed, the criminal, or another benefactor of the crime, is in a position where he 
has money, or something of value, physically in his possession from the proceeds of 
that crime, and he now has to turn that money (sometimes referred to as “hot 
money”) or that something of value into legitimate currency, so that he can hide all 
traces which lead back to the original criminal activity, and hide his own tracks. 
  
Money launderers want to legitimize their dirty profits by passing them through a 
legitimate banking or finance system so as to acquire “clean” assets. 
 
Money Laundering Activities 
A simple example of a money laundering activity is when a thief steals any sum of 
money and deposits the stolen cash into a bank account. Once accepted by the 
bank, the “dirty” money has been successfully laundered, and the thief can now 
make withdrawals from his account and spend the “clean” money without anyone 
being able to track the money back to the original crime.  
 
There are three stages in the money laundering cycle: 
 

 Placement – putting in „dirty‟  or illegally obtained money into the system 
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 Layering – using complex systems and many transfer, often using 
international shell companies in an attempt to disguise the source of the 
funds. 

 

 Integration - mixing the dirty money with clean money so that at the end it 
appears to be coming from a legitimate source and can be spent without 
question. 

 
Example of money laundering  
Pablo Escobar, a cocaine dealer has R50, 000 in cash from selling his drugs. In 
order for this money to appear legal Pablo invests this money into an insurance 
policy. Three months later he cashes in the policy and now has a trail of legal money 
in his bank account. 
 
Money launderers rely on the inability of the institutions or companies where they try 
to launder their money to establish their true identities. As a result, money launderers 
often enter into elaborate schemes aimed at concealing their identities, as well as 
the nature, source, location and movement of the proceeds of their criminal activities. 
Additionally, the methods and techniques used to launder money are constantly 
changing. 
 
More examples of possible money laundering activities are: 
• Making a lump sum cash investment with an insurance/ investment/ company 

or in securities 
 
• Purchasing immovable property with cash or kind 
 
• Purchasing with cash or kind any business undertaking   
 
• Financing a company operating overseas 
 
• Creating a Trust (other than by virtue of a testamentary trust or court order)   
 
• Making a lump sum cash deposit to a casino for gaming purposes 
 
• Making a lump sum cash deposit to a casino as a repayment of credit 

previously extended 
 
• Depositing large investments to overseas accounts 
 
• Pays off large debts with lump sums 
 
• Purchasing travellers‟ cheques 
 
• Purchasing postal orders 
 
• Purchasing expensive luxury goods, e.g. motor vehicles 
 
• Presents gifts of great or unusual value 
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• Purchasing race horses 
 
• Purchasing Kruger Rands  
 
Effects on Countries 
As stated above, global organised crime is a serious threat to all nations. It has 
recently been identified internationally as a serious international security threat. 
 
The South African constitution places a duty on the State to respect, protect, 
promote and fulfil the rights of all people in the Republic as laid down in the Bill of 
Rights.  
 
Besides safety and security, countries‟ economies, and the global economy as a 
whole, are also seriously threatened by unlawful activities, in particular money 
laundering. Imagine the damaging effect of millions of rands of illegal monies being 
artificially introduced into the economic structures of a country…   
 
Money laundering reduces economic growth, destabilizes financial markets, 
undermines the private sector and erodes the authority and stability of legitimate 
governments. 
 
Effects on Individuals 
Organised crime, money laundering and criminal gang activities infringe on the rights 
of all people as enshrined in the Bill of Rights. It is the right of all people to be 
protected from fear, intimidation and physical harm caused by the criminal activities 
of criminal gangs. Organised crime, money laundering and criminal gang activities, 
both individually and collectively present a danger to public order and safety, as well 
as economic stability, and have the potential to inflict social damage.  
 
One of the problems with money laundering activities is that the schemes can be so 
elaborate that innocent people become involved without knowing what they are 
being involved in. These people can, just by carrying out their normal job, often 
unwittingly act as the “front men” for such operations without realizing that they are 
committing serious crimes. 
 
A simple example could be: an investment adviser has had several legal dealings in 
the past with a client who runs a manufacturing export business and he has 
developed a business relationship with this client. The client now approaches the 
adviser to invest a US$100 000 cash amount which the client says that he has just 
made as profit on a large export deal with a contact in Russia, and indicates that 
there is more profitable deals in the pipeline. If the adviser has no reason to believe 
from his previous business relationship that there is a problem with this money, but 
the exporter smuggles arms to Eastern Europe, a money-laundering scheme is now 
in action. 
 
If such people as the adviser in our example above are caught in the act, they can 
be prosecuted as money launderers, or as receivers of the proceeds of illegal 
activities 
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Financial Action Task Force (FATF)  
Besides all the problems faced by South Africa mentioned above, the past 
ineffectiveness of the legislation in this country meant that South Africa was in 
danger of being black-listed as a non-compliant nation by the Financial Action Task 
Force (FATF).  
 
The FATF is an inter-governmental body which aims to develop and promote 
policies, both at national and international level, to combat money laundering. Its 
purpose is to generate the necessary political will to bring about national legislative 
and regulatory reforms to combat money laundering. 
 
The FATF: 
• monitors members‟ progress in implementing anti-money laundering 

measures, 
• promotes the adoption and implementation of anti- money laundering 

measures globally, 
• collaborates with other international bodies involved in combating money 

laundering, 
• encourages economic sanctions against non-compliant countries. 
 
It is therefore crucial that South Africa is accepted as a member country of the FATF 
in order to continue conducting business with the other 32-member-countries, 
including the G8 countries. 
 
Response to Unlawful Activities 
Legislation  
In order to counteract organised crime in South Africa, the following legislation was 
enacted: 
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POCA 
The above Acts were all incorporated into the Prevention of Organised Crime 
(POCA) Act No 121 of 1998. 
 
The purpose of the act: 
To introduce measures to combat organised crime, money laundering and criminal 
gang activities; to prohibit certain activities relating to racketeering activities; to 
provide for the prohibition of money laundering and for an obligation to report certain 
information; to criminalise certain activities associated with gangs; to provide for the 
recovery of the proceeds of unlawful activity; for the civil forfeiture of criminal assets 
that have been used to commit an offence or assets that are the proceeds of 
unlawful activity; to provide for the establishment of a Criminal Assets Recovery 
Account; to amend the Drugs and Drug Trafficking Act, 1992; to amend the 
International Co-operation in Criminal Matters Act, 1996; to repeal the Proceeds of 
Crime Act, 1996; to incorporate the provisions contained in the Proceeds of Crime 
Act, 1996; and to provide for matters connected therewith. 
 
Besides murder, rape, kidnapping etc which comprise the 34 criminal activities 
recognised as racketeering activities in Schedule 1, (see above) the Act includes 
both “fraud” and “any offence relating to exchange control”. 
 
An indication of how much importance the SA Government views this Act, is the size 
of the penalties the courts are able to impose – up to R1 billion fine and/or life 
imprisonment. 
 
Following POCA, the Government realised that, although there was now a law to be 
enforced, its effectiveness was diminished by the need for a centre for co-ordinating 
the reporting of the suspicions, decisions to be made, and the subsequent actions to 
be taken. People suspicious of such crimes were forced to report their concerns at 
the local police station, which was not geared for such activities. 
 
POCDATARA 
The Protection of Constitutional Democracy against Terrorist and Related 
Activities Act 33 of 2004 
 
The Security Council of the United Nations requires its members to help in the fight 
against terrorism by freezing the assets of anyone linked to terrorist activity, 
preventing entry into their countries of suspected terrorists, and preventing the 
provision of any direct or indirect help or supplying with arms to individuals included 
on a list of suspected terrorists. The list is specifically concerned with individuals and 
entities belonging to or associated with the Taliban and Al-Qaida organisations. 
 
The Protection of Constitutional Democracy against Terrorism and Related Activities 
Act creates a general offence of terrorism and offences relating to terrorist activities, 
such as recruiting, assistance to commit terrorist activities and facilitating terrorist 
activities. The Act equips the law enforcement agencies in the Republic to effectively 
deal with both international and domestic terrorist activities. 
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In 2005 when the act was promulgated it became compulsory to report to the 
Financial Intelligence Centre (FIC) any knowledge or suspicion that a transaction 
by an organisation or an individual may be involved in the financing of terrorism or 
related activities, or have knowledge of any property which may be connected to 
an offence relating to these activities 
 
FICA 
The Financial Intelligence Centre Act (FICA) No 38 of 2001 was therefore 
promulgated. 
 
This course will discuss the FICA in full, but, at this point, it is important to know 
that the Act set up the Financial Intelligence Centre, which has as its principal 
objective “to assist in the identification of the proceeds of unlawful activities and 
the combating of money laundering activities”.  
 
The Centre must then “make information collected by it available to investigating 
authorities, the intelligence services, and SARS to facilitate the administration and 
enforcement of the laws of the Republic”, as well as “to exchange information with 
similar bodies in other countries regarding money laundering activities and similar 
offences”. 
 
The Centre began collecting information on suspicious transactions as from 1 
February 2003. 
 
Response to Unlawful Activities: 
International Co-operation 
Following on from this legislation, in August 2003, South Africa became one of 15 
new members of the Egmont Group of countries with financial transaction 
intelligence organisations. 
 
The Egmont Group, now with 84 members, promotes sharing of experience and 
expertise in money-laundering efforts across the world, with membership covering 
most of the major economies. 
 
In addition to this initiative, a separate new agreement providing for joint 
investigations into financial transactions regarded as suspicious, was signed 
between South Africa and Australia. 
 
This bilateral agreement provides for direct co-operation between South Africa‟s 
Financial Intelligence Centre, and its counterpart, the Australian Transaction 
Reports and Analysis Centre. South African and Australian officials would 
exchange information on specific financial transactions, then conduct joint 
investigations, and possibly prosecutions, through relevant agencies. 
 
Response to Unlawful Activities: 
Individuals 
The initiatives recorded above seem to be at such a level, that it would seem 
difficult for individuals by themselves, to make any contribution to assist in the 
prevention of the crime of money-laundering. 
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But any one individual has the ability to bring down any organised criminal activity 
or money-laundering scheme, however grand and complex. The key to success is 
“awareness”.  
 
If an individual can be aware when involved in any transaction to spot anything 
out of the ordinary, or anything which might be considered to be without 
substance, e.g. what could be “out-of-character”, and follow up on that 
awareness.  
 
An individual should also be aware of his responsibilities in terms of FICA, and 
exactly what is required of him in transactional situations. Always follow due 
procedures and do not guess at anything which should be a fact e.g. the other 
person‟s identity, place of residence, etc. Report anything suspicious immediately 
to the appropriate person. (More of this will be discussed later in this course). 
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Module 2 
 

The Financial Intelligence Centre 
Act No 38 of 2001 

 
Outcomes for Module 2 
 
Learners will be able to 

 Explain the purpose of, and need for the Act 
 

 Describe the relationship of FICA with POCA and POCDATARA 
 

 Explain the purpose of the Financial Intelligence Centre 
 

 Explain the concept of an accountable institution  
 

 Explain the purpose of the Money Laundering Advisory Council 
 

 Explain the role of the Money laundering Reporting Officer 
 

Purpose of the Act 
 The FIC Act specifies its own purpose, which is threefold:  
 
• “To establish a Financial Intelligence Centre and a Money Laundering 

Advisory Council to combat money laundering activities;  
 
• To impose certain duties on institutions and other persons who might be used 

for money laundering purposes;  
 
• To amend the Prevention of Organised Crime Act, No 121 of 1998, and the 

Promotion of Access to information Act No 54 of 2000, and to provide for 
matters connected therewith.” 

 
 
Relationship with POCA 
Background  
As was discussed in Module 1, the Prevention of Organised Crime Act No 121 of 
1998 was promulgated “to introduce measures to combat organised crime, money 
laundering and criminal gang activities; to prohibit certain activities relating to 
racketeering activities; to provide for the prohibition of money laundering and for an 
obligation to report certain information….” 
 
This Act therefore took a wide look at organised criminal activities and recognised a 
list of the worst 34 crimes. As was also mentioned, the Government realised that, 
although there was now a cohesive law which could be enforced, the effectiveness 
of POCA was diminished for several reasons.   
 
 
Relationship with POCA  



242593 Learner Guide   12 

 

INSETA copyright 2014 

 

Shortfalls of POCA  
1. Lack of awareness. One of the most immediate reasons was the lack of 
knowledge regarding the new Act, and especially the reporting responsibility it 
placed on anyone in business with knowledge of criminal activities, or who had a 
suspicion of transacting with the proceeds of unlawful activities. 
 
In early 2001, the statistics indicated that the majority of the few reports received 
under POCA were from banking institutions. There were a few reports from casinos 
and attorneys/ accountants, and even fewer from financial planners.  
 
2. Lack of a specialised reporting place. Besides a lack of awareness about 
POCA, the lack of a specialised reporting place was a serious handicap towards the 
effectiveness of the law. Anyone suspecting such crimes were being committed was 
forced to report his/ her concerns at the local police station, which was not geared for 
such activities.  
 
The police were unable to co-ordinate the reporting of such suspicions, make 
decisions on the most effective route of action, nor could they take subsequent 
action in a co-ordinated manner. 
 
 
Relationship with POCA 
FICA’s answers to shortfalls 
For the above reasons, and because of International pressure to have effective 
legislation, FICA was developed and promulgated. The Act was designed to take 
care of the above concerns and to tighten the screws on criminal activities even 
further. FICA therefore addresses: 
 

1. Awareness.  
By recognizing accountable institutions (see later) in the Act, and placing strict 
measures with heavy penalties for non-compliance, the authorities have 
considerably reduced, if not entirely removed, the previous lack of awareness of the 
legislation scenario. Suddenly businesses, especially the institutions vulnerable to 
money launderers as recognised in the Act, are not only aware of the legislation, but 
are forced to train staff and set up rigid policies and procedures. 
 

2. Place to report and act. 
By setting up the Financial Intelligence Centre as from 3 February 2003, the Act has 
created a place, and indeed, a powerful tool to handle anti-money laundering 
activities (see below). 
 
Relationship with POCA 
FICA’s precedence over POCA  
Suspicion-based reporting has been removed from POCA and is now contained in 
FICA. This means that FICA takes precedence over its “parent” act in this regard. 
(The duty to report suspicious and unusual transactions will be discussed in more 
depth in Module 3.) Schedule 4 of FICA amends specific sections of POCA, allowing 
a defence under FICA, against offences committed under POCA, with certain 
conditions. 
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Two examples of the above precedence of FICA over POCA could be: 
 
1. The Gambler. A local known criminal arrived at a casino and produced an amount 
of R100, 000 cash, changed the money into chips and proceeded to gamble in the 
casino. The casino owner reported the incident and his suspicion with full details to 
the Financial Intelligence Centre. 
      
Offence under POCA 
The owner of the casino is charged with committing an offence under section 4 (see 
extract on page 16 below) - money laundering - of POCA.   
      
Defence under FICA   
The owner can raise the defence against the charge under Schedule 4 of FICA, that 
he reported a knowledge or a suspicion in terms of section 29 of FICA to the Centre 
within the prescribed period of time. 
 
2. The Friend. The receptionist is working alone in an investment brokerage, as all of 
the advisers are away on a product launch. A person claiming to be the friend of a 
client comes into the office. The person explains that he has been asked to hand in a 
cash amount for his friend, the client, to invest. He hands her R60,000 in cash and 
asks for a receipt. The receptionist, not wanting to be responsible for turning away 
business, takes all the necessary and required documents from the person, receipts 
the money and reports the incident according to the brokerage‟s internal rules, to the 
Reporting Officer. 
 
Offence under POCA 
The receptionist, as an employee of an accountable institution, is charged with 
committing an offence under section 6 (acquisition, possession or use of the 
proceeds of unlawful activities). 
 
Defence under FICA 
The receptionist can raise the defence against the charge under Schedule 4 of FICA, 
that she complied with the applicable obligations in terms of the internal rules relating 
to the reporting of information of the accountable institution. 
 
Relationship to POCDATARA 
POCDATARA is the Act under which terrorist activities and the funding of terrorist 
activities are offences. The main aim of these two Acts is to catch criminals and 
terrorists in action. FICA creates the regulatory structure with which it seeks to 
minimise money laundering and identify those engaged in the activity of money 
laundering and terrorist activities through its reporting requirements. In such a way 
FICA enables the authorities to catch those who are involved in criminal or terrorist 
activities from the other end of the deed. FICA is also aimed and trying to identify 
and catch the main ring-leaders. 
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Extract from POCA Act – Schedule 4 
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The Financial Intelligence Centre: Purpose 
 
The Act states that: 
 “the principal objective of the centre is to assist in the identification of the proceeds 
of unlawful activities and the combating of money laundering activities”. 
 
“The other objectives of the centre are: 

 To make information collected by it available to investigating authorities, the 
intelligence services, and SARS to facilitate the administration and 
enforcement of the laws of the Republic. 

 To exchange information with similar bodies in other countries regarding 
money laundering activities and similar offences.” 

 
The Financial Intelligence Centre: Functions 
The functions and the general working environment of the FIC can be seen on a 
simplified basis in the diagram below: 
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The Financial Intelligence Centre: Powers 
 
The Centre is a juristic person, and is established as an institution outside the public 
service, but within the public administration. 
 
The FIC has the following powers and is able to: 

 Determine own staff establishment 

 Appoint employees 

 Obtain the services of any person by agreement 

 Acquire or dispose of any property (immovable must be with consent of the 
Minister) 

 Open and operate own bank account (subject to Public Finance Management 
Act) 

 Insure itself 

 Perform legal acts in its own name  
 
Nature and Funding 
The Centre is funded wholly by the state. However it is not a government body but a 
“statutory‟ body meaning it was created by an Act of Parliament, and only a 
subsequent Act of parliament can change this. 
 
General operations 
Link with Supervisory Bodies 
 
The centre can therefore be seen as a regulatory watchdog established to break the 
cycle used by criminal syndicates and individuals to benefit from the proceeds of 
illegal activities. 
 
As can be seen from the simplified diagram on page 32, the FIC is the central 
processing unit and intermediates between accountable institutions and law 
enforcement authorities. 
 
Acting as an intelligence body collecting information from accountable institutions 
and other persons subject to the provisions of FICA in terms of money laundering, 
the FIC then processes, analyses, and interprets the information. It then forwards it 
to the relevant law enforcement authorities such as: 

 SA Police Services (SAPS),  

 Scorpions,  

 Special Investigating Unit (SIU),  

 Asset Forfeiture Unit (AFU), 

 SA Intelligence Services (SAIS), 

 SA Reserve Bank (SARB), 

 SA Revenue Services (SARS). 
 
The FIC is not a law enforcement authority itself, but assists the law enforcement 
authorities in obtaining convictions by providing them with relevant information about 
money launderers. 
FICA charges the FIC to exchange information with similar bodies internationally with 
a view to minimizing the potential for cross-border money laundering. At the meeting 
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of the Egmont Group in August 2003 (see Module 1), a new agreement providing for 
joint investigations into financial transactions regarded as suspicious, was signed 
between South Africa and Australia. This provides for direct co-operation between 
South Africa‟s FIC, and its counterpart, the Australian Transaction Reports and 
Analysis Centre. South African and Australian officials would exchange information 
on specific financial transactions, and then conduct joint investigations, and possibly 
prosecutions, through relevant agencies. 
 
Not only does the FIC pass on relevant information to the law enforcement 
authorities, but it also informs and advises supervisory bodies, defined in the Act 
under Schedule 2 as:   

 Financial Services Board 

 SA Reserve Bank 

 Registrar of Companies 

 Estate Agents Board 

 Public Accountants and Auditors Board 

 National Gambling Board 

 JSE Securities Exchange South Africa 

 Law Society of South Africa  
 
The FIC not only monitors accountable institutions (see below), but also their 
supervisory bodies, in order to ensure that they comply with their obligations under 
FICA.  
 
Under FICA, supervisory bodies must monitor compliance to FICA by the various 
industries that they govern. They must report to the FIC, non-compliance or 
suspicious or unusual transactions which they know or suspect the respective 
accountable institutions that they govern, are involved in or conducting. 
 
 If the FIC believes that a supervisory body or SARS may have information indicating 
that an accountable institution has received or is about to receive the proceeds of 
unlawful activities as a result of a transaction that has been concluded by the 
accountable institution, the FIC may request the supervisory body or SARS to 
confirm the belief and provide the FIC with all relevant records. 
 
The FIC is also responsible for giving guidance to accountable institutions, 
supervisory bodies and reporting institutions on compliance with FICA. 
Since its opening date of 3 February 2003 to 30 June 2003, the FIC has received 
more than 2000 reports. 
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Accountable Institutions 
Schedule 1 of the Act lists 19 institutions which are “accountable” in terms of the 
Act‟s requirements: 

 Attorney 

 A board of executors, or a trust company controlling trust property 

 Estate Agent 

 Financial Instrument trader 

 Unit Trust Management Company 

 Bank 

 Mutual Bank 

 Long Term Insurance Company, broker and agent 

 Businesses with gambling licences 

 Foreign Exchange dealer 

 Money lender against security of securities 

 Investment Advisor/ Broker including Public Accountants who carries on 
such a business 

 Issuer of Travellers cheques, money orders or similar instruments 

 Postbank 

 Member of a stock exchange 

 Ithala Development Finance Corporation Limited 

 Person under section 4(1)(a) of the Stock Exchanges Control Act 

 Person under section 5(1)(a) of the Financial Markets Control Act 

 Money Remitter 
 
The above institutions are seen to be particularly vulnerable to money laundering 
activities. The Minister of Finance has the power to exempt an institution or 
certain kinds of transactions from FICA‟s obligations. 
 
FICA imposes duties and obligations on accountable institutions in order to 
minimise the extent to which these institutions can be exploited to launder money. 
 
These duties and obligations will be discussed in detail in later modules, but 
consist of the duties of: 

 Identifying clients 

 Keeping records 

 Reporting 

 Formulating and implementing internal rules 

 Training of staff 
 
Reporting Institutions 
In addition to the above list of accountable institutions, certain institutions are 
listed in the Act as having to fulfil reporting duties : 
 

 Person who carries on the business of dealing in motor vehicles 

 Person who carries on the business of dealing in Kruger Rands 

 Casinos 
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The Money Laundering Advisory Council (MLAC)  
The Act establishes the Money Laundering Advisory Council (MLAC). 
 
The MLAC is an advisory and policy-making body on the control of money 
laundering.  
 
Although the Minister has powers to make policy decisions in terms of FICA, he may 
not make unilateral decisions on the implementation or operation of any matter 
concerning FICA without consulting the MLAC. 
 
The MLAC  
Functions  
The Council‟s functions are to  

 Advise the Minister on policies and best practices to identify the proceeds of 
unlawful activities and to combat money laundering activities, 

 Advise the Minister on the exercise by the Minister of the powers entrusted to 
the Minister in terms of this Act, 

 Advise the Centre concerning the performance by the Centre of its functions 

 Act as a forum in which the Centre, associations representing categories of 
accountable institutions, organs of state and supervisory bodies, can consult 
with one another. 

 
The MLAC  
Composition  
The MLAC is composed as follows  

 Director of the FIC 

 DG of the National Treasury 

 Commissioner of SAPS 

 DG of the Department of Justice and Constitutional Development 

 National director of Public Prosecutions 

 DG of the National Intelligence Agency 

 DG of the SA Secret Service 

 Governor of the SARB 

 Commissioner for SARS 

 Representatives of categories of accountable institutions 

 Representatives of supervisory bodies 

 Other nominations by the Minister 
 
The MLAC  
General  
The MLAC is therefore the intermediary between the Minister and the various 
industry role players representing accountable institutions. 
 
Accountable institutions may lobby the MLAC on any industry related issues that 
they may have concerning compliance with FICA. These issues will be escalated by 
the MLAC to the Minister in a joint consultative process. 
 
Any amendments to FICA, which have been agreed between the Minister and MLAC 
during consultation, do not need to be approved by parliament to be legally 
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enforceable. Once agreed, the amendments will be gazetted and therefore will be 
legally enforceable. 
 
This allows legislation to be more proactive and relevant, as well as to react quicker 
to changes in the money laundering environment. 
 
The Money Laundering Reporting Officer 
(MLRO)Section 43 of FICA states that every accountable institution must appoint a 
person with the responsibility to ensure compliance to the Act.  
 
Although neither the Act nor the regulations refers to a Money Laundering Reporting 
Officer (MLRO) by name, each accountable institution will require a person who will 
be responsible for the reporting function to the FIC. 
 
In larger organisations, this appointment may very well be a separate appointment, 
but in most cases, the compliance officer will carry out the MLRO function on behalf 
of the institution. 
 
The reporting procedures will be discussed in detail in Modules 5 and 6, but it is 
important here to note that the MLRO‟s role in the process is critical to the success 
of the anti-money laundering campaign and the effectiveness of the FIC. The quality 
and appropriateness of the MLRO‟s reports will be the key to the decisions and 
actions taken by the FIC and those of the Law Enforcement Authorities down the 
track.   
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Module 3 
 

Suspicious and threshold transactions 
 
Outcomes for Module 3: 
 
Learners will be able to:  

 Give examples of suspicious and threshold transactions 

 Identify clues leading to such transactions 

 Decide whether to transact, or not to transact 
 
Suspicious and Unusual Transactions 
 
Definition of a transaction  
To transact is, “to do, conduct or negotiate business or a deal etc.” The word comes 
from the Latin word “transactus”, which literally means, “to drive through”. 
 
In terms of the FIC Act, a transaction means:  
“A transaction concluded between a client and an accountable institution in 
accordance with the type of business carried out by that institution“. 
 
It therefore follows that if an accountable institution sells property, the sale of a 
house constitutes a transaction. Similarly, if an accountable institution sells life 
assurance, the sale of a life assurance policy is a transaction. 
  
Definition of suspicion 
A dictionary definition of suspicion is, “a belief without sure proof that something is 
wrong”. If you have a suspicion, you “believe (that someone is) guilty of a specified 
offence without proof”. 
 
In terms of the FIC Act, the suspicion refers to the possibility that the transaction is 
based on monies derived from unlawful activities. 
 
Who must be suspicious? 
This Act is very unusual in the sense that, most legislation affecting companies holds 
the directors, members or owners of the business legally responsible for any 
offences, but the FIC Act specifies the following parties responsible under the Act for 
recognizing suspicious or unusual transactions: 

 A person who carries on a business, or 

 A person in charge of a business, or 

 A person managing a business, or 

 A person employed by a business 
 

Types of suspicious and unusual transactions 
The three main types of suspicious and unusual transactions are: 

 Money laundering 

 Tax or duty evasion 

 Breaches of the Exchange Control regulations 
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Sources of suspicion 
A suspicion may relate to the business itself, or to a transaction in which the 
business is involved, or to transactions which are discontinued (i.e. where the 
business did not take place). 
 
A suspicion therefore may arise from a transaction in which the business is a party, if 
the business suspects that the transaction has, or would have: 

 caused the business to receive the proceeds of unlawful activities, 

 facilitated or is likely to facilitate the transfer of the proceeds of unlawful 
activities, 

 has no apparent business or lawful purpose, 

 is conducted to evade a duty to pay tax, 

 resulted in the business being used for money laundering purposes. 
 
But we will see in later modules of this course that certain duties and procedures will 
have to be followed in order for the persons in such accountable institutions not to 
continue to assist (wittingly or unwittingly)  clients obtain or retain the proceeds of 
crime, nor give them any help in investing or transferring those proceeds. 
 
The adherence to these procedures is expected to change the fundamental business 
relationship of businesses and their clients where client confidentiality used to be 
paramount. 
 
Implications for the insurance industry 
If you were beginning to wonder what has all of the above got to do with our own 
insurance industry, it is important for you to know that the insurance industry is seen 
as an easy target for money launderers:  
 

 The industry is highly fragmented. It offers a wide variety of products and it 
comprises numerous brokers, agents, insurers and re-insurers. 

 Many businesses within the sector are SME‟s, with restricted capacity for 
administration, reporting and monitoring.  

 Any one transaction may be handled by several entities before its completion, 
making it more difficult to ensure that appropriate controls are in place at all 
stages of a transaction. 

 Many long-term insurance or investment products offered by insurance 
companies, give the investor or the insured the opportunity to deposit large 
sums of money initially, with perhaps, but not necessarily, smaller ongoing 
future payments. 

 Generally, policies may be cancelled and the funds returned, with some sort 
of penalty payment and the forfeiture of any commissions paid to the broker, 
agent or insurer. This system provides the launderer with the means to place 
illegitimately obtained funds into the financial system and to launder them by 
cancelling the policy and arranging for the refund to be made to a different 
entity or bank account. 

 Criminals are also able to move their funds by assigning the policy to another 
entity. The policy can then run its course, with the end payment going to the 
transferee. Or the policy may be cancelled, with the same result, namely that 
the funds are transferred to the new party 
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 Another way that the criminal may add layers to the money trail, is to convert 
the funds in one policy into another and so on, perhaps also assigning this to 
a different entity en-route. 
 

“Red flags” 
Some clients can immediately present evidence for suspicion e.g. those who, on the 
face of it: 

 have no legitimate source of income, 

 appear to be living beyond their means 

 conduct “unusual” transactions 
 
Other “red flags” for insurance companies, brokers, agents, advisers and their staff 
members to watch out for are: 
 

 lack of concern by the policyholder or performance of their policy 

 focus by investors on cancellation terms in policies 

 policy cancellation shortly after inception 

 large lump sum purchases, sometimes by a third party 

 use of cash to purchase the policy 

 heightened desire for information secrecy 

 use of foreign entities to make or receive payments 

 requests to make payments to countries in “financial havens” 

 wire transfers between seemingly unrelated parties 

 frequent change of policy detail 

 request to borrow the maximum cash value soon after policy purchase  
 
Obviously, all of the above scenarios could apply to all of our clients, whether bona 
fide or otherwise, but the clues are to be found in the unusualness of the behaviour, 
sometimes the inappropriateness to the superficial situation, as well as the way in 
which the client presents him- or her-self. 
 
One does not want to encourage anyone to become paranoid, but when one 
considers the severity of the penalties in the FICA for not following correct 
procedure, maybe a sensible guideline in terms of watching out for such activities is 
to be more suspicious rather than too trusting, and to be safe rather than sorry! 
 
Relationship with clients 
Persons in accountable institutions are not committing an offence if they have no 
knowledge or suspicion that funds are derived from crime. 
But we will see in later modules of this course that certain duties and procedures will 
have to be followed in order for the persons in such accountable institutions not to 
continue to assist (wittingly or unwittingly)  clients obtain or retain the proceeds of 
crime, nor give them any help in investing or transferring those proceeds. 
 
The adherence to these procedures is expected to change the fundamental business 
relationship of businesses and their clients where client confidentiality used to be 
paramount. 
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Threshold Cash Transactions 
  
Introduction  
Threshold reporting of cash transactions is introduced by Section 28 of FICA. This 
is a new phenomenon in South Africa. 
 
Definition 
A “threshold” is not defined in the Act, but the meaning is taken to be a pre-
determined place or indicator or level or benchmark. 
 
“Cash” means South African coin and paper money. The Act includes coin and 
paper money of another country if it is designated as legal tender in its country of 
issue. It also includes travellers‟ cheques. 
 
The Act demands that action has to be taken by an accountable institution when a 
cash transaction is made above a pre-determined level. 

 
 
Threshold Cross-Border Electronic Transfers 
 
Introduction  
Threshold reporting of cross-border electronic transfers is introduced by Section 
31 of FICA. This is a also new phenomenon in South Africa. 
 
Definition 
Threshold cross-border electronic transfers simply means: 
when an accountable institution acts on the instruction of another person, and 
sends money out of South Africa through an electronic transfer in excess of a pre-
determined threshold. It also includes the incidents when an accountable 
institution receives money from somewhere outside of South Africa through an 
electronic transfer in excess of a pre-determined threshold. 
 
To transact or not to transact? 
 
Continuation 
For most people in the job who have identified a suspicious transaction, the 
question is “What should I do?”  
 
Part of the answer will be furnished in Module 6 of this course which details the 
reporting requirements of the Act.  
 
The other part of the answer lies in sections 33 and 34 of the Act, which state that 
an accountable institution about to transact under suspicious circumstances,  “… 
may continue with and carry out the transaction ….. unless the Centre directs the 
accountable institution …. not to proceed with the transaction”. 
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Module 4 
 

Knowing the client 
 
Outcomes for Module 4: 
 
Learners will be able to:  

 Describe the categories of clients listed in the FIC Act 

 Explain the identification process for each category of client 

 Describe the documents required to verify the identification process 

 Explain the process when the client is not physically present during the 
transaction 

 Describe exempt circumstances and products 
 
What the Act says 
 
Duty to identify clients  
Section 21 of the FIC Act states that “an accountable institution may not establish 
a business relationship or conclude a single transaction with a client, unless the 
accountable institution has taken the prescribed steps: 
 
a) to establish and verify the identity of the client…” 
 
The prescribed steps will be dealt with in detail later in this module, but it is clear 
from the above that the legislated duty of all accountable institutions is to ensure 
that the identification of every single one of their clients are verified before any 
business take place. 
 
So even if there is only an intention to do business together, the accountable 
institution must go through the prescribed steps, whether the transaction takes 
place at a later stage or not. 
 
Business relationship 
A business relationship has been defined as “an arrangement between a client 
and an accountable institution for the purpose of concluding transactions on a 
regular basis. A single transaction is a transaction that is not entered into in the 
course of such arrangements.” 
 
However, the duty to establish and verify clients‟ identities applies to all new 
business relationships and single transactions entered into, that is, ALL business 
relationships entered into after the commencement of the Act (which was 30 June 
2003). 
 
Existing clients of an accountable institution at the time of the Act 
The duty to Know Your Client (KYC) also applies to all existing business 
relationships, that is business relationships that are in existence at the time of the 
commencement of the Act (30 June 2003). 
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Accountable institutions were originally given one year as from 30 June 2003 to 
properly establish and verify the identity of all existing clients, as well as to trace 
all accounts that the client has with the accountable institution representing 
previous transactions. 
 
After strong representation from the industry, this date was extended until 31 
August 2005 and phased in for different client bases. 
   
Client profile 
The aim behind this part of the regulation is to ensure that the accountable 
institution builds a profile for each of its clients. In this way, it facilitates a process 
for accountable institutions to be able to quickly ascertain what is “in character” to 
each client and what is not. 
 
Third parties 
But it is also not sufficient to simplify the identity of the person being dealt with. If 
that person is acting as an agent for a principal, then the principal‟s identity also 
has to be established.  
 
Another extract from Section 21 of the Act mentioned above: 
 
 “an accountable institution may not establish a business relationship or conclude 
a single transaction with a client, unless the accountable institution has taken the 
prescribed steps: 
 
b) if the client is acting on behalf of another person, to establish and verify: 
i) the identity of that other person; and  
ii) the client‟s authority to establish the business relationship on behalf 
of that  other person;   and 
c) if another person is acting on behalf of the client, to establish and verify: 
i) the identity of that other person; and the other person‟s authority to 
act on  behalf of the client.” 

 
Client Categories  
Regulations 3 to 18 of the FIC Act, recognises five different categories of clients: 
 

1. Natural Persons: 

 SA citizens and residents 

 Foreign nationals 
2. Legal Persons: 

 Close Corporations and SA companies 

 Foreign companies 

 Other legal persons 
3. Partnerships 
4. Trusts 
5. Other  -  Person acting on authority of another 

 
The requirements for the identification and verification of each of the above 
categories are different. 
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Identification Requirements  
 
The process in general terms 
As has been said, the requirements for KYC involve a process of establishing and 
verifying the client‟s identity.  
Establishing the client‟s identity involves obtaining information about the client from 
him or from her. 
Verification involves obtaining documentation or contact with another independent 
source in order to verify the information. 
 
The requirements in detail 
The table below shows the details required for each of the categories of client 
mentioned above. 

 

Clients : Information required: 

Natural persons (South 
African citizens and 
residents)  

1. Full names 
2. Date of Birth 
3. Identity Number 
4. Income Tax Registration Number 
5. Residential Address 

Natural persons (South 
African citizens and 
residents – not having the 
legal capacity to establish 
a business relationship or 
conclude a single 
transaction without the 
assistance of another 
person e.g. minors) 

Information from the person wishing to transact: 
1. Full names 
2. Date of Birth 
3. Identity Number 
4. Income Tax Registration Number 
5. Residential Address 
 
Information from the other person : 
1. Full names 
2. Date of Birth 
3. Identity Number 
4. Residential Address 
5. Contact particulars 
 

Natural persons (Foreign 
Nationals) 

1. Full names 
2. Date of Birth 
3. Nationality 
4. Passport Number 
5. South African Income Tax Registration Number (if it 

exists) 
6. Residential Address 
 

Natural persons (Foreign 
Nationals -  not having the 
legal capacity to establish 
a business relationship or 
conclude a single 
transaction without the 

Information from the person wishing to transact: 
1. Full names 
2. Date of Birth 
3. Nationality 
4. Passport Number 
5. South African Income Tax Registration Number (if it 
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assistance of another 
person e.g. minors)) 

exists) 
6. Residential Address 
 
Information from the other person : 
1. Full names 
2. Date of Birth 
3. Nationality 
4. Passport Number 
5. Residential Address 
6. Contact particulars 
 

Legal persons  
(SA entities – close 
corporation and South 
African companies) 

Obtain the following general information from the natural 
person acting or purporting to act on behalf of the entity : 
1. Registered name of the cc or company 
2. Registration number under which the cc or company is 

incorporated 
3. Registered address of the entity 
4. Name under which the entity conducts business 
5. Income tax and VAT registration numbers of the entity 
6. Address from which the entity conducts business. If 

multiple address: 
a. Address of the office seeking to transact 
b. Address of the Head office 

 
And specifically for a company, the following information 
for the manager of the company and each natural person 
who purports to be authorized to transact with the AI on 
behalf of the company: 
7. Full names 
8. Date of Birth 
9. Identity Number 
10. Residential address 
11. Contact particulars 
 
If any of the above is a foreign national, then: 
12. Full names 
13. Date of Birth 
14. Nationality 
 

Legal persons  
(SA entities – close 
corporation and South 
African companies) 
(continued) 

Full details as above for any natural or legal person, 
partnership or trust, holding 25% or more of the voting 
rights at a general meeting of the company concerned. 
 
And specifically for a close corporation, the following 
information for each member of the company and each 
natural person who purports to be authorized to transact 
with the AI on behalf of the company: 
15. Full names 
16. Date of Birth 
17. Identity Number 
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18. Residential address 
19. Contact particulars 
 
If any of the above is a foreign national, then: 
20. Full names 
21. Date of Birth 
22. Nationality 
 

Legal persons (Foreign 
Nationals) 

Obtain the following general information from the natural 
person acting or purporting to act on behalf of the entity : 
1. Name under which it is incorporated 
2. Number under which it is incorporated 
3. Address where it is situated for purposes of its 

incorporation 
4. Name under which it conducts business in the country 

where it is incorporated 
5. Name under which it conducts business in the Republic 
6. Address from which it operates in the country where it is 

incorporated or if multiple addresses, the Head Office 
7. Address from which it operates in the Republic, or if 

multiple addresses, the address of the office seeking to 
transact 

8. Income tax and VAT registration numbers of the entity, 
if in existence 

The following information for the manager of the company 
and each natural person who purports to be authorized to 
transact with the AI on behalf of the company: 
9. Full names 
10. Date of Birth 
11. Identity Number 
 
Full details as above for any natural or legal person, 
partnership or trust, holding 25% or more of the voting 
rights at a general meeting of the company concerned, 
including residential address and contact particulars. 
 
The following information for the manager of the company 
in respect of its affairs in the Republic and each natural 
person who purports to be authorized to transact with the 
AI on behalf of the company: 
12.Residential address 
13. Contact particulars 
 

Other legal persons Obtain the following general information from the natural 
person acting or purporting to act on behalf of the legal 
entity, other than a company, cc, or foreign company : 
1. Name of the legal person 
2. Address from which it operates 
3. Its legal form 
4. Income tax registration number, if issued 
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For each natural person acting or purporting to act on 
behalf of the legal person:  
5. Full names 
6. Date of Birth 
7. Identity Number 
8. Residential address 
Contact particulars 

Partnerships 

(not professional 
partnerships) 

Obtain the following general information from the natural 
person acting or purporting to act on behalf of the 
partnership: 
1. Name of the partnership 
 
For every partner, the person who executes executive 
control over the partnership, and each natural person who 
purports to be authorized to transact with the AI on behalf 
of the partnership: 
2. Full names 
3. Date of Birth 
4. Identity number 
Nationality (if foreign) 

Trusts Obtain the following general information from the natural 
person acting or purporting to act on behalf of the 
partnership: 
1. Identifying name and number of the trust 
2. Address of the Master of the High Court where the trust 

is registered 
3. Income tax registration number of the trust, if issued 
 
Full details as for each entity above of each trustee of the 
trust and each natural person who purports to be 
authorized to transact with the AI on behalf of the trust 
Full details as for each entity above of each beneficiary of 
the trust referred to by name in the trust deed or other 
founding instrument in terms of which the trust is created, 
OR 
Particulars of how the beneficiaries of the trust are 
determined 
 
Full details as for each entity above of the founder of the 
trust 

 
Verification Requirements 
  
Documentation 
Once the above process of identification is complete, the accountable institution must 
then verify the information.  
 
The table below shows the documentation which may be used for verification purposes. 
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Clients : Documentation required: 

Natural persons 
(South African citizens 
and residents) 

1. Copy of Identity Document, or a document which 
bears: 

a. a photograph 
b. person‟s full names or initials and surname 
c. person‟s date of birth 
d. person‟s identity number 

2. Documentation from SARS proving Income tax 
Number e.g. IT12, IRP6 or copy of assessment 

3. Original Utility Bill e.g. Water and Lights, Telephone 
Bill (showing physical residential address) 

Natural persons 
(Foreign Nationals) 

1. Identification document e.g. copy of Passport 
2. Documentation from SARS proving Income tax 

Number (if such a number has been issued to that 
person) 

3. Proof of residential address. 

Legal persons  
(SA entities) 

1. Copy of founding document, e.g. certificate of 
incorporation (form CM1 for companies and CK1 for 
cc‟s) , and founding statements (for cc‟s) 

2. Companies: Copy of Identity Documents for the 
representatives of the companies: the principal 
executive officer, each person who purports to act on 
behalf of the company, and each person or other 
entity holding more than 25% or more of the voting 
rights in the company. 

3. CC‟s. Copy of Identity Documents for each member. 
4. Proof of physical operating address 
5. Proof of tax registration 

Legal persons (Foreign 
Nationals) 

1. Copy of founding documents showing : 
      Name under which the entity is incorporated 
      Number under which the entity is incorporated 
      Address of incorporation 
      Name under which it conducts business in the country          
      of incorporation 
      Registration number in South Africa 
2. Proof of Income Tax Number and the VAT registration 

number (if such numbers were issued to the 
company). 

 

3. Verification of the representatives of the companies as 
per verification procedure above: the principal 
executive officer responsible for the affairs of the 
foreign company, each person who is authorised to 
act on behalf of the foreign company, and each 
person or other entity holding more than 25% or more 
of the voting rights in the company must be verified as 
above. 

Other legal persons Proof of the following: 
1. The constitution or other founding document 
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2. Documentation from SARS if issued 
3. Verification of all natural persons or legal entities 

associated with the unincorporated legal entity as per 
the verification procedures above. 

Partnerships 1. Partnership agreement. 
2. Verification of all natural persons or legal entities 

associated with the partnership as per the verification 
procedures above. 

Trusts 1. Copy of the Trust Deed, or other founding document 
with proof of the following: 

a. Identifying name of the trust 
b. Number of the trust 

2. For an SA Trust, authorisation by the Master to each 
trustee to act in that capacity 

3. For a foreign Trust, an official document reflecting 
these particulars 

4. Proof of the Tax registration number if issued 
5. Proof of the Trust bank account details 
6. Verification of identity as per above for : 

a. Each trustee,  
b. Each natural person authorised to 

establish a business relationship or 
enter into a transaction on behalf of the 
Trust, 

c. Each beneficiary of the trust, or the 
particulars of how the trust 
beneficiaries are determined. 

Third Party When a natural person seeks to transact on behalf of 
another person, in addition to the above 
documentation, an accountable institution must also 
obtain proof of that person‟s authority to act on behalf 
of that other natural person, a legal person or trust. 

 
General comment 
Of course, the above legislation is written in theory and does not always happen so 
smoothly in practice!  
 
Some major problems have already been encountered in obtaining the 
documentation required by the Act for verification purposes. 
 
Until further legislation is forthcoming, or until the existing legislation has been 
proven and clarified in a court of law, the best advice coming from the FIC is to do 
the best you can to satisfy the requirements as laid down! You should be 
comfortable with your evidence should you be called to present it to the FIC. 
 



242593 Learner Guide   34 

 

INSETA copyright 2014 

 

General definitions etc. 
Some other important general requirements to follow: 
 
Residential Address 
“Residential address” means the place where the client actually lives -even if 
temporarily overseas - i.e. where the authorities could find the client in the event of a 
follow-up action.  
 
Currency of documents 
All documentation must be less than 6 months old at the time of the transaction. 
 
Clients with no tax number 
If the client has no tax number, then it is advisable for the accountable institution to 
draw up a Tax Declaration form which must be signed by the client. 
 
Residential Address 
If the Utility Bill is in the name of a spouse, then a copy of the marriage certificate is to 
be provided. 
 
Source of Income 
The information obtained must be adequate to reasonably enable the institution to 
establish the source of a client‟s income and the source of the funds used in the 
transaction. 
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Module 5 
 

Record-keeping 
 
Outcomes for Module 5 
 
Learners will be able to:  

 Identify the records required by the FIC Act to be stored  

 Describe the time frames for record-keeping 

 Explain requirements for accessibility 

 Explain the implications of access by the FIC 

 
Records to keep  
 
Introduction 
Section 22 of the FIC Act states that a record is to be kept of all business 
relationships and transactions.  
 
This requirement applies to all accountable institutions and arises when an 
accountable institution enters into a business relationship (see Module 4) or into a 
transaction with a client, either: 

 a single transaction, or 

 a transaction concluded in the course of a business relationship. 
 

Records to be kept 
The record-keeping duty requires the accountable institution to keep records of 
the following facts: 

 Identity of the client 

 Identity of any person acting on behalf of the client 

 Identity of any person on whose behalf the client is acting 

 Authority to act on behalf of the client, or other person, as the 
case may be 

 Manner in which the identity of the relevant person was 
established 

 Nature of the business relationship or transaction 

 Parties to the business relationship or transaction 

 Amount involved in a transaction 

 All accounts at an institution that are involved in a transaction 

 Any documents obtained by an institution in order to verify a 
person‟s identity 

 



242593 Learner Guide   36 

 

INSETA copyright 2014 

 

Other requirements  
 
Time frames  
Records concerning a business relationship have to be kept for a period of five 
years after the business relationship was terminated. 
 
Records concerning a transaction have to be kept for a period of five years after 
the date on which the transaction was concluded. 
 
Where and how to store - decisions 
The Act allows the accountable institution to determine the place where, and the 
form in which, records are kept. 
 
The accountable institution must reflect these decisions in their internal rules 
 
Electronic 
The Act allows records to be kept in electronic form. 
 
Third parties 
An accountable institution may store its records centrally or it can contract out to 
third parties. 
 
The only condition for this in the Act, is that the accountable institution‟s access to 
the records must not be hampered. 
 
The contracting out of the storage of records does not absolve an accountable 
institution of its duties concerning the keeping of records in case of a failure by 
the third party. 
 
Notification of Third Party 
Regulation 20 states that if an accountable institution appoints a third party to 
keep records on its behalf, the institution must immediately provide the FIC with : 
 

 the third party‟s :  

 full name if the third party is a natural person, or 

 registered name if the third person is a cc or company; 

 the name under which the third party conducts business; 

 the address where the records are kept; 

 the address from which the third party exercises control over the records; 

 the full name and contact particulars of the individual who liaises with the 
third party on behalf of the  accountable institution concerning the retention 
of records. 

 
Admissibility of records 
The following records kept by an accountable institution are admissible as 
evidence in any court: 

 a record as outlined in 5.1 (Section 22 of the Act) above;  

 a certified extract of any such record; 

 a certified printout of any extract of an electronic record. 
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An example of the above is, on its mere production in a matter before a court 
admissible as evidence of any fact contained in it. 
 
Direct oral evidence of such a fact is, in turn, admissible.  
 
Centre’s access to records 
The Act empowers an authorized representative of the Financial Intelligence 
Centre to have access during ordinary working hours to any records kept by, or 
on behalf of, any such records including the following conditions: 
 
1) The representative must have a warrant issued in chambers by one of the 
following officials having jurisdiction over the area within which the records are 
kept, or where the accountable institution conducts business : 

 a magistrate, 

 regional magistrate, 

 or judge 
 
2) The warrant can only be issued if there appears to be reasonable grounds that 
the records will assist the FIC to identify the proceeds of unlawful activities, or to 
combat money laundering activities  
 
3) An accountable institution must, without delay, give the representative all 
reasonable assistance necessary to enable that representative to exercise his 
powers under such a warrant. 
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Module 6 

 
Suspicious and Unusual Transactions 

 
When to report 
Report to the Centre 
 
The persons mentioned above should report to the Centre within 15 days (excluding 
Saturdays, Sundays and Public Holidays) of the knowledge or suspicion that: 

 the business has received (or is about to receive) the proceeds of 
unlawful activities 

 a transaction or series of transactions to which the business is a 
party: 

o facilitated, or is likely to facilitate the transfer of the proceeds of 
unlawful activities, 

o has no apparent business or lawful purpose, 
o is conducted for the purpose of avoiding giving rise to a reporting duty 

under this Act, 
o may be relevant to the investigation of an evasion or attempted evasion 

of a duty to pay any tax, duty or levy to SARS. 

 The business has been used or is about to be used in any way for 
money laundering purposes 

 
The persons mentioned above should also make a report to the Centre within 15 
working days, when they know or suspect that transactions, about which enquiries 
have been made, would have caused any of the consequences stated above, had 
the transaction(s) been concluded. 
 
Of course the question for every accountable institution, and particularly for our 
financial advisers, is: What does the Act regard as suspicious? As we have already 
seen, the Act compels individuals to disclose a wide range of unlawful activities, 
where these individuals suspect, know or where they ought reasonably to have 
known of such unlawful activities. Besides actually having knowledge of a fact, a 
person is considered to have knowledge of the fact if the court is satisfied that : 

 The person believes that there is a reasonable possibility of the 
existence of that fact, 

 The person fails to obtain information to confirm or refute the 
existence of that fact. 

 
In other words, where a financial adviser believes that there is a reasonable 
possibility that monies he/she needs to invest on a client‟s behalf has resulted from 
unlawful activities, and where the adviser fails to obtain further details to confirm or 
refute this fact, it is probable that the court will conclude that the adviser had 
knowledge of the unlawful activities. 
 
The Act confirms when a person ought reasonably to have known or suspected a 
fact: 
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“…if the conclusions that he or she ought to have reached, are those which would 
have been reached by a reasonable, diligent and vigilant person in his or her position 
having both : 
 

 the general knowledge, skill, training and experience that may 
reasonably be expected of a person in his or her position, 

 the general knowledge, skill, training and experience that he or she 
in fact has.” 

 It is clear that institutions and their employees that choose to be 
complacent about their reporting duties under the FIC Act will not 
escape prosecution.” 

 
Suspicious and Unusual Transactions 
What to disclose about the report  
The Act clearly prohibits anyone who is making a report to the FIC, from disclosing 
the fact that they have made such a report, as well as any information regarding the 
contents of such a report, except in specified legal circumstances. 
 
Suspicious and Unusual Transactions: 
What others may disclose about a report  
The Act also forbids anyone else (besides the reporter), who knows or suspects that 
a report has been (or is to be) made, from disclosing the fact or suspicion that such a 
report has been (or is about to be) made, as well as any information regarding the 
contents or suspected contents of such a report to any person, except in specified 
legal circumstances. 
 
Conveyance of cash to and from the Republic  
A report has to be made by an authorised person in an accountable institution to the 
Centre, without delay, when any person intends to convey an amount of cash in 
excess of the prescribed limit, into or out of the Republic 
 
Electronic transfers of money to and from the Republic  
An accountable institution must report an electronic transfer of monies in excess of 
the prescribed limit, sent on behalf of, or on the instruction of another person, to or 
from the Republic. 
 
Reporting procedures  
 
Suspicious and unusual transactions  
A person wishing to make a report in terms of any suspicious and unusual 
transaction, must be made in accordance with the format specified by the Centre as 
follows: 
 

 Preferably via the internet-based portal at the following address: 
 http://www.fic.gov.za or, 

 On the required form and faxed to the Centre or dropped at the physical 
 address of the Centre (14th floor, 240 Vermeulen Street, Pretoria). 

 
  

http://www.fic.gov.za/
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Additional Information 
The Act states that any additional information regarding any report furnished, or the 
grounds for such report, may be requested by the Centre or an investigating 
authority acting on the authority of the Centre.  
 
On receiving such a request, the accountable institution must furnish the information 
without delay. 
 
Reporting - General  
 
After a report has been made 
As has been discussed in Module 3, a person making a report can still continue with 
and carry out the transaction in respect of which the report is required. 
 
The only time when this is not permissible is when the Centre intercedes and 
instructs the accountable institution in writing not to proceed with the transaction for 
a period not exceeding 5 working days, so that the Centre can investigate the matter 
thoroughly. 
  
Duties of Confidentiality 
Compliance to this Act is not impeded by any duties of secrecy, or confidentiality, or 
any other restriction on the disclosure of information, whether by legislation, common 
law, or agreement. 
 
The only exception to this rule is the common law right to legal professional privilege 
as between an attorney and the attorney‟s client in respect of communications made 
in confidence for the purposes of legal advice or litigation still to be finalized. 
 
Protection of persons making reports 
Any person making a report to the Centre in good faith, cannot be open to criminal or 
civil action. 
 
Any person making or contributing to a report is competent, but not compellable, to 
give evidence in criminal proceedings arising from the report. This means that one 
can make a report and draw the Centre‟s attention to the suspicious transaction, but 
one does not have to appear in court to give evidence. 
 
Indeed, the identity of anyone contributing to a report is not admissible as evidence 
in court, unless that person agrees to testify at those proceedings. 
 
Reports to Centre - Admissibility as evidence 
A report in itself does not have to be submitted in court as evidence – instead an 
official of the Centre can issue a certificate to state that information specified in the 
certificate was reported or sent to the Centre. 
 
The certificate is admissible before the court as evidence of any fact contained in it, 
on its mere production. Direct oral evidence of such a fact would then be admissible. 
 
Access to information held by the Centre 
Only the following are entitled to information held by the Centre: 
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 An authorized written request from an investigating officer within the Republic 

 An entity outside the Republic performing similar functions to those of the 
Centre with pre-arranged written agreements approved by the Minister 

 Written request by an accountable institution regarding the steps taken by the 
Centre in connection with the transactions reported by that accountable 
institution (unless such disclosure would hamper an investigation) 

 Written request by a supervisory body regarding information relevant to its 
powers over an accountable institution 

 An order of court 

 In terms of other national legislation 
 
In every case above, a person who obtains information from the Centre, may only 
use that information within the scope of that person‟s powers and duties and only for 
the purpose specified in the request for the information. 
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Module 7 
 

The impact of money laundering legislation on an individual and 
on a business 

 
Outcomes for Module 7: 
 
Learners will be able to:  

 Describe the penalties for non-compliance for an individual 

 Describe the penalties for non-compliance for an accountable institution 

 Explain what an accountable institution should do to provide for 
compliance to the FIC Act 

 Explain the internal rules required to ensure compliance by an organisation 

 Identify the consequences of whistle blowing 

 Explain the impact on foreign investment of non-compliance 
 
Offences and penalties - approach 
In order to best illustrate the list of offences and penalties, and to make them 
more meaningful to all stakeholders, they will be dealt with in two separate bands 
: 

 Those which affect the individual person 

 Those which affect the organisation 
 
Since the penalties fall into one of two maximum brackets, there will be a further 
subdivision as follows 

 Maximum 15 years imprisonment or R10 million fine 

 Maximum 5 years imprisonment or R1 million fine 
 

 

Maximum 5 years imprisonment or R1 million fine 

Stakeholder Offence 

Individual Person 
1. Failure to send report to the Centre 

Any person, authorized by the Minister to convey cash 
to or from the Republic, on behalf of another, who 
wilfully fails to report to the Centre the conveyance of 
such cash in excess of the prescribed limit. 

Accountable Institution 
1. Failure to formulate and implement internal rules 

Any Accountable Institution which fails to: 

 Formulate and implement internal rules 

 Make the internal rules available to its 
employees 

 Make a copy of its internal rules available on 
request to the Centre or its supervisory body 
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2. Failure to train or appoint compliance officer 

Any Accountable Institution which fails to: 

 Provide training to its employees; 

 Appoint a person to ensure compliance by : 
o the employees to the Act, and to the 

internal rules, 
o The accountable institution to the Act. 

 
 

Maximum 15 years imprisonment or R10 million fine 

Stakeholder Offence 

Individual Person 
1. Destroying or tampering with records 

Any person, who wilfully tampers with a record kept, or 
who wilfully destroys such a record kept within the 5 
year period 

2. Failure to report suspicious or unusual transactions 

Any person, who: 

 fails, within the prescribed period, to report any 
suspicious or unusual transaction 

 ought to have known or suspected, but 
negligently fails to report 

 

 3. Failure to report conveyance of cash into or out of 
the Republic 

Any person, who willfully fails to report the conveyance 
of cash into or out of the Republic, in excess of the 
prescribed limit, to a person authorized by the Minister 
for this purpose. 

4. Unauthorised disclosure 

 Any person making a report under FICA who 
discloses a fact or information from that report  

 Any person who knows or suspects that a 
report has been made under FICA, who 
discloses that knowledge or suspicion  
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5. Misuse of information 

Any person who: 

 discloses confidential information held by or 
obtained from the Centre 

  who willfully destroys, or in any way tampers 
with information kept by the Centre 

 uses information obtained from the Centre 

 knows or suspects, or ought reasonably to have 
known or suspected that: 

o information has been disclosed to the 
Centre, or 

o an investigation is being or may be 
conducted 

          and alerts a person who might prejudice such          
          an investigation. 

6. Obstructing of an official in performance of functions 

Any person who obstructs, hinders or threatens an 
official of the Centre during the performance of their 
duties 

 
7. Conducting transactions to avoid reporting duties 

Any person who conducts 2 or more transactions to 
avoid the duty to report under FICA 

8. Unauthorised access to computer system or data 

 Any person who willfully accesses any Centre 
computer system, application or data without 
authority 

 Any person who willfully causes any Centre 
computer system, to perform or fail to perform a 
function without authority 

9. Unauthorised modification of contents of computer 
system  

Any person who willfully causes any Centre computer 
system, application or data to be modified, destroyed 
or erased , or impairs the operation or reliability of that 
system without authority 

10. Failure to comply with request 

Any person who fails to comply with any request made 
by the Centre, or authorized representative.  

Accountable 
Institutions 1. Failure to identify persons 

An Accountable Institution which performs enters into 
a transaction or business relationship with  a client 
without first identifying and verifying that client. 



242593 Learner Guide   45 

 

INSETA copyright 2014 

 

2. Failure to keep records 

An Accountable Institution which fails to keep records 
as prescribed by the Act. 

3. Failure to give assistance 

An Accountable Institution which fails to give 
assistance to a representative of the Centre. 

4. Failure to advise Centre of client 

An Accountable Institution which fails to give specified 
information about a client to the Centre when 
requested. 

 
5. Failure to report cash transaction 

An Accountable Institution which fails to report to the 
Centre the prescribed information in respect of a cash 
transaction in excess of the prescribed limits. 

6. Failure to report electronic transfers 

An Accountable Institution which fails to report to the 
Centre the prescribed information in respect of an 
electronic transfer in excess of the prescribed limits. 

7. Failure to comply with request 

An Accountable Institution who fails to comply with any 
request made by the Centre, or authorized 
representative. 

8. Failure to comply with direction by centre 

An Accountable Institution who fails to comply with a 
direction by the Centre not to continue with a 
transaction. 

9. Failure to comply with monitoring order 

An Accountable Institution who fails to comply with an 
order by a judge in terms of the Interception and 
Monitoring Prohibition Act No 127 of 1992. 

 
  



242593 Learner Guide   46 

 

INSETA copyright 2014 

 

 
Duties of Accountable Institutions  
 
Introduction 
When viewing the offences and the penalties which are laid out in 7.1 above, it 
should be clear that the liabilities for neither an individual person nor an 
accountable institution are not to be taken lightly. 
 
It is therefore suggested that a plan of action be drawn up by the Accountable 
Institution so that as much risk as possible be removed from its business 
activities in terms of falling foul of FICA, and so that its employees are trained 
to know what to do to reduce their own personal liability 
 
The following items are not necessarily comprehensive, but are proposed as 
guidelines: 
  

What to do: 
Person 
responsible 

The first action which an organisation should take is to appoint 
a person responsible for driving the compliance function. It is 
preferable to appoint someone senior with some legal 
background or insight. 

Plan of 
action 

The compliance officer would then need to embark on certain 
activities which could look as follows : 
 

 Identify all the legislation applicable to the anti-money 
laundering drive 

 Prioritise the risk in terms of : 
o Probability 
o Impact (Reputational, Personal, Financial, Fatal) 

 Study the selected legislation in depth 

 Establish a compliance policy for the organisation 

 Create a compliance plan for the organisation 

 Draft procedures and rules 

 Combine the policy, plan, procedures and rules into a 
compliance manual 

 Communicate the contents of the manual by training 

 Implement the plan 

 Monitor the plan and adjust if required 
 

 
Defences against personal liability available to employees, directors, 
trustees and partners of accountable institutions 
 
Section 69 of FICA makes provision for defences for any person who is an 
employee, a director or trustee of, or a partner in an Accountable Institution if they 
have been charged with committing an offence in terms of not reporting 
suspicious/unusual transactions. A defence can be raised in three different 
situations: 
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1. If the person complied with the applicable obligation stipulated in the 
internal rules of the AI that relate to the reporting of information. 

2. If the person reported the matter to the person whose responsibility it is to 
ensure compliance by the Accountable Institution with its duties under the 
Act.  

3. If the person had reported the matter to a superior, if: 
a. The Accountable Institution had not appointed a Money Laundering 

Reporting Officer; 
b. The Accountable Institution had not made the internal rules available 

to the person; 
c. The internal rules are not applicable to that person. 

 
Example 
 
Margaret is a partner at an accountant‟s office.  A recent cash transaction that has 
exceeded the prescribed amount has caught her attention and Margaret complied 
with all of the internal rules of the company, specifically in terms of the reporting of 
suspicious transactions. The proceeds used in this cash transaction were of an 
illegal origin, and the transaction was processed.  Margaret was charged with 
committing an offence. However she was able to raise the defence that she 
complied with the applicable obligation stipulated in the internal rules of the 
Accountable Institution that relate to the reporting of information.  
 
Internal Rules for FICA 
The compliance manual must contain internal rules, which are specific to the 
requirements of FICA. 
 
These rules should include the following: 
 

 Know your client (KYC) – identification and verification 

 Record keeping 

 Identification of reportable transactions 

 How to make a report 

 Internal lines of reporting 

 Appointment of the Money Laundering Reporting Officer (MLRO) 

 Protection of report maker 

 Prohibition in disclosures of the report 

 Training of employees 

 Access to internal rules 

 Etc. 
 
Whistle blowing 
When confronted with the facts that a client may be involved with criminal activity, an 
accountable institution is under an obligation to report it. If this is not done, the 
person involved will be guilty of an offence. A person cannot afford to turn a blind 
eye in order to keep a profitable client or close a deal – it is an offence to not report 
suspicious or unlawful transactions and failure to do so will result in a heavy fine or 
prison sentence as well as a criminal record.    
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A whistle blower according to the dictionary is an informer who exposes a 
wrongdoing in the hope of stopping it. In the past they were regarded as trouble 
makers and disloyal employees, but the new arena we find ourselves in of corporate 
governance and transparency has come to the protection of those who speak out 
about wrongdoings.  Protection of whistle blowers can been found in the FICA 
legislation as follows: 
 

 The whistle blower is not compelled to appear in court;  

 The whistle blower‟s details will be protected - they can remain anonymous  
during prosecution.  

 
Note: a person reporting a suspicious transaction to the Centre is not allowed to 
remain anonymous. They details are, however, protected during the prosecution 
process. 
 
The Protected Disclosures Act 26 of 2000, also called the „Whistle-blowing Act‟, aims 
to protect a person who reports a criminal act or intended criminal act by stating that 
employers are not allowed to:  
 

 Dismiss, suspend, demote , harass or intimidate the employee;  

 Take disciplinary action;  

 Transfer the employee against their will;  

 Refuse due transfer or promotion;  

 Alter employment conditions unilaterally;  

 Refuse an employee a reference or give them an adverse reference; 

 Deny appointment;  

 Threaten the employee with any of the above; or 

 Otherwise affect the employee negatively 
 
Impact on foreign investment 
A stable, secure financial system is one of the many important signs that indicate 
that a country can cope with foreign investment without compromising the integrity of 
that investment. This also reduces the risk that investors may face when they place 
their money in the Republic. Illegal supply of money in the economy, has the effect of 
destabilising an economy and increasing the risk of loss or lower than expected 
returns on investment. If this is the case, investors will not be interested in investing 
in South Africa. In addition, increasing fraud and violent crime have a negative 
impact on the country. With similar money laundering legislation in place in most 
sophisticated investment, financial and banking markets around the world, FICA and 
POCA put South Africa on the world map of compliance and in eradicating world- 
wide money laundering and criminal activity such as drug trafficking and fraud.  
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