
 

 

DRAFT DOCUMENT SETTING OUT THE COMMENTS RECEIVED AND THE RESPONSES THERETO IN RESPECT OF 
GUIDANCE ON MONEY LAUNDERING, TERRORIST FINANCING AND PROLIFERATION FINANCING RISK CONSIDERATIONS 
RELATING TO GEOGRAPHIC AREAS IN TERMS OF THE FINANCIAL INTELLIGENCE CENTRE ACT, 2001 (ACT 38 OF 2001) 

PARAGRAPH COMMENTS RECEIVED RESPONSES 

PCC 
SUMMARY 
 

1.Confirms that our members are using resources/lists suitable to 
their needs and requirements, consider open sources and use 
scientific calculation to determine risk ratings for geographical 
areas/jurisdictions/countries. 
 

2. “Where a geographic area is considered to present a high 
ML/TF/PF risk, the accountable institution must determine how 
this ML/TF/PF risk will be managed and mitigated”: We require 
more clarity in terms of wording of this section. At client level the 
management and mitigation of risk is not just determined on 
geographic area alone but a number of other risk factors. Once all 
risk factors are considered – based on the overall risk rating will 
determine the level of CDD and therefore guide the management 
and mitigation of risk. Looking at jurisdiction risk in isolation to 
determine management and mitigation measures is not feasible. 
This is clarified later in the document (paragraph 4.2) but the 
summary appears to be misleading. 

 
3. We suggest that a definition of the term “proliferation financing” 

should be provided as neither Guidance Note 7, PCC 44, or the 
FIC Act itself provide such a definition. 

 
4. The document starts off by referring to ML/TF/PF but later in the 

document the PF disappears from the content. There appears to 
be inconsistent use of the terminology – when the reference is to 
the risk then ML/TF/PF should be used. When there is reference 
to the controls AML/CTF/CPF should be used. 

1. Confirmation acknowledged. 
 
2. All risk factors should be considered by accountable 
institutions. The definition in the summary is covered 
under paragraph 4.2. The summary is only a brief 
summation and not fully inclusive of the discussion. The 
document must be read in its entirety. Summary updated 
to include consideration of other risk factors. 
 
3. Definition of the term: proliferation financing to be 
considered in the PCC 44 on the SA sanctions regime. 
This is not in the scope of this PCC. 
 
4. Proliferation financing omission noted. AML/CTF/CPF 
included throughout the document where appropriate. 

 
 

1.3 1. Suggests the following wording to assist with clarity: A 
geographic indicator relates to the ML/TF/PF risks considerations 
that are associated with a geographic area, relevant to a single 
transaction or business relationship with a client. A geographic 

Suggestion taken into consideration in PCC 49. 
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indicator can include the geographic area in relation to the client, 
the product or service and the source or destination of the funds. 
 

1.4.  1. What is the difference between "a specific area within the 
borders of a country" and "part of a country"? Maybe delete the 
second reference. 

1. Second reference deleted in PCC 49 

1.5.  1. When reading section 1.5 and relating this to section 2.2, it is not 
clear whether the “factors” listed in 2.2 are the “features” referred 
to in 1.5? We suggest that if this is the intention, either cross-
reference or use the same word, e.g. "features" or "factors". 
 
2. We draw the drafters attention to a potential divergence in the 
policy direction as per draft NPSD Directive 1/2019 which states:  
“4.8 In respect of an incoming cross-border electronic funds 
transfer not exceeding R5 000 from high risk and other monitored 
jurisdictions as listed by FATF, a beneficiary institution must verify 
the accuracy of the beneficiary information.” 

1. Paragraph 1.5. consideration to be referenced in 
paragraph 2.2 with the wording ‘features’. and or activities. 
 
2. . Several questions were raised around the applicability 
of understanding ML/TF/PF risk in relation to domestic 
geographic areas.  Although this PCC focuses 
predominantly on ML/TF/PF risks in relation to 
international geographic areas, the principles should be 
applied domestically (within South Africa) where 
applicable.The exclusion of ass geographic areas, both 
internationally and domestically, when determining 
ML/TF/PF risks may result in an incomplete and 
inadequate risk management process. 

 An effective risk-based approach requires a holistic view 
of all risk indicators.  Guidance Note 7 explains in detail 
how weighting of these risk indicators can be done and 
suggests the use of a risk matrix. 

Accountable institutions must ensure that it obtains 
sufficient information and/or documentation through their 
customer due diligence (CDD) processes to facilitate in 
adequately assessing and determining the ML/TF/PF risks 
associated with geographic areas, and other risk factors. 
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The information and/or documentation that could be 
required by an accountable institution to perform such an 
adequate assessment must be detailed in th (RMCP).   

The intention of this PCC is to assist accountable 
institutions in determining ML/TF/PF risks relating to 
geographic areas which in turn can assist them in 
identifying which geographic areas (countries) may 
present a higher risk for purposes of the FIC Act. 

 

1.6.  1. We submit that the words "ranging from low to high ML/TF risk" 
are prescriptive when looking at Guidance Note 7 which states: 
"Risk-rating implies assigning different categories to different 
levels of risk according to a risk scale and classifying the ML/TF 
risks pertaining to different relationships or client engagements in 
terms of the assigned categories." 

 
2. We suggest the following wording: Geographic areas may 

present varying levels of ML/TF/PF risk, as determined in the 
accountable intuition’s risk framework. 

1 and 2. The words "ranging from low to high ML/TF risk 
and varying” were considered and amended in the final 
PCC 49. 

1.7.  1. There is a sense that some of the wording in this section tend to 
be pre-emptive and therefore erodes a risk-based approach and 
an accountable institution's ability to apply discretion in the 
manner in which it assesses risk. 

 
2. Please note comment in reference to paragraph 1. 5 above 

where the application of another regulatory instrument will lead to 
contravening this proposed requirement. Exceptions to this 
should therefore be recognised.  

 
3. Kindly consider the following wording: 
"Unless required by law, the geographic area indicator should not 
be reviewed in isolation when determining the ML/TF/PF risk of 
the client. The geographic area considerations should take into 
account the inter-connectivity between the other ML/TF/PF risk 

1. The wording does not aim to be pre-emptive in nature, 
and rather provides tools and clarity in assisting 
accountable institutions in understanding and applying the 
ML/TF/PF risk identification in relation to geographic 
areas. This risk determination must still be done within the 
ambit of an accountable institution’s RMCP and risk 
appetite. 

 
2 and 3. See comment 1.5. Reference made to section 1A 
of the FIC Act. PCC 49 is limited to the application of the 
FIC Act. 
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indicators and the geographic areas associated with those 
indicators, as different scenarios may present different ML/TF/PF 
risks. For example, the ML/TF/PF risk relating to the geographic 
area of where the client resides may be different compared to the 
ML/TF/PF risk of the geographic area connected to the source of 
the funds. As such, the ML/TF/PF risks relating to geographic 
areas must be understood against the product/service and client 
risk features and the multiple geographic areas concerned. 

1.8.  1. We suggest that section 1.8. sounds contradictory to 3.1. which 
reads: 

"3. AVAILABLE SOURCES OF INFORMATION FROM 
INTERNATIONAL BODIES 

3.1.  There are several international AML/TF/PF associations 
publications that accountable institutions may consider as source 
information to assist in their determination of ML/TF/PF risk in 
relation to geographic area." 

2. We submit that this section (1.8) be removed. 

Paragraph 1.8 updated, not removed. 
The principle remains that there is not one source of 
information nor a specific list. The sources provided in 
paragraph 3 are given to assist AIs in their determination 
of ML/TF/PF risk. 

2.2.1. 1. Are paragraphs 2.1. and 2.2 only applicable if an accountable 
institution did not rely on published data by third-party bodies 
mentioned in paragraph 1.9? 

Geographic risk is subjective based on the accountable 
institution’s risk. An accountable institution will determine 
the applicability based on clients, products etc. and 
applicable information required for its business. 

2.2.3.  1. BASA submits that the "Adherence" aspect is a repeat of 2.2.5 
and would require actual knowledge. 
2. We suggest the following wording: 
"Enforcement of the AML/CFT regulatory framework." 

1 and 2. Suggestion considered and updated accordingly. 

2.2.6. 1. We refer to sections 2.2.6 and 2.2.7 and suggest that there is 
inconsistent use of terms regarding perception and knowledge. 

2. We suggest the inclusion of the word "perceived", to then read 
as follows: 

"Perceived levels of crimes." 

1 and 2. Suggestion considered and updated in PCC 49. 
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2.2.7 1. We refer to sections 2.2.6 and 2.2.7 and suggest that there is 
inconsistent use of terms regarding perception and knowledge. 

 
2. We suggest the inclusion of the word "Perceived", to then read 
as follows: 
"Perceived level of prosecutions;" 

1 and 2. Suggestion considered and updated in PCC 49. 

2.2.12. 1.Submits that the reference to "sanctions list" may be too broad. 
 
2. We assume that considering recommendation 1 this text can be 
construed as being inclusive of PF risk and that the guidance note 
will be updated to incorporate PF risk elements. 

 
3. We suggest the following wording: 
"Listing of a geographic location on a sanction listing as well as 
countries subject to restrictions such as trade or arms embargoed 
by regulators"              OR 
"Listing of geographic location on a sanctions programme 
considered as relevant by the accountable institution." 

1. Reference to the sanctions list is broad to cover scope 
of different AIs application. PCC 44 covers SA sanctions 
regime for clarity.  
2. See above comment regarding PF definition to be 
included in PCC 44 on SA sanctions regime 
 
3. Suggestion considered, and wording amended to 
include additional text. 

 

2.2.13.  1. The following change in wording: 
"Proximity to geographic area, such as bordering geographic areas 
that may serve as nodal points for ML/TF/PF activities or states 
known to have a sympathetic stance towards ML/TF/PF activity."  
 
2. Additional factors for consideration include, but are not limited to: 

• Efficiency of independent state agencies such as the revenue 
and customs agencies and the country’s financial intelligence 
units in carrying out their respective mandate.  

• Susceptibility of certain institutions within a certain geographic 
area being used to facilitate ML/TF/PF related activity 

• Cohesion across relevant state agencies/regulators in order to 
have a comprehensive view and response in respect of 
ML/TF/PF risk.  

• Perceived level, activity or support of efforts aimed at 
undermining AML/CTF/CPF measures and interventions. 

1. Suggestions considered; existing list updated where 
appropriate. Inclusions regarding undermining 
AML/CFT/CPF measures, carrying out of mandates and 
high-risk products. 
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• Presence of high-risk product that may facilitate an anonymity 
such as crypto currency and hawalas. 

• Countries or FI’s which don’t comply with EFT minimum 
standard pertaining to payment completeness. 

• Countries with porous borders including sea borders  
• Countries with weak AML/ CFT enforcement 
 

2.3.  1. We suggest that the expectation should not be that the 
accountable institution should include the entire list of jurisdictions 
and their risk rating in the RMCP documents. 

 
2. We submit that the section may be amended as follows for clarity 
purposes: 

"Once the country risk for ML/TF/PF has been determined….” 

 
1 and 2. Suggested wording considered, FIC amendments 
to clarify that the criteria used must be noted in the RMCP. 

3.2.  1. Please note that "PF" is now excluded from the risks - see our 
previous comment regarding "PF". 

2. The section does not take into account the factors just outlined 
in 2.2 and we suggest the following wording: 
Although these publications do not specifically determine the 
ML/TF risk, they do provide an indication of certain behaviours 
and/or practices aligned with the factors outlined in paragraph 2.2, 
that are closely associated to, and act in the facilitation of, 
ML/TF/PF." 

1. PF omission noted and corrected where applicable 
2. Suggested wording considered, inclusion of the word 
‘activities’ throughout to provide further clarity. 

3.4.  1. Would like to better understand the nature of the advisories 
which are envisaged. 

 
2. Would these advisories be authoritative in nature i.e. is 
compliance with the advisory mandatory and will non-compliance 
be subject to any penalties. 

1 and 2: PCC 49 states that the FIC’s expectation is that 
the FATF listing communicated through the FIC advisories 
are at minimum to be reviewed and considered by AIs. 

3.18.  1. Some of our members suggest the inclusion of additional sources 
such as the Global Terrorism Index (GTI) which is a report 
published annually by the Institute for Economics and Peace (IEP), 
Centre for Strategic and International Studies (CSIS). 

1. Considered, FIC opted not to include this listing. 

4.1.  Accountable institutions should be at liberty to place reliance on 
lists, however, should determine triggers that would necessitate 

4.1 updated and reads as “Accountable should not 
automatically ratify/adopt the ratings given by a source. 
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them to re-evaluate risk ratings. It is foreseen that accountable 
institutions may place reliance on an external source or vendor list 
to provide a view and may then place reliance on that view and 
create its own risk assessment from that list. There should be 
acknowledgment that a risk assessment can be based on an 
existing list from a third-party vendor. The accountable institution 
needs to ensure that lists and risk ratings of each jurisdiction have 
all the factors that it has considered and whether the assessment 
has the desired outputs.  
 
2. We suggest the following wording: 
"Accountable should not automatically ratify/adopt the ratings given 
by a source. The accountable institution must rather influence its 
own risk-based methodology using ratings given by relevant 
reputable sources in order to determine a geographic area’s overall 
risk rating in relation to their clients and product or service offering. 

The accountable institution must rather influence its own 
risk-based methodology using ratings given by relevant 
reputable sources in order to determine a geographic 
area’s overall risk rating in relation to their clients and 
product or service offering.” 
 
This matter is further addressed in PCC12A. 

4.1. 1. Submits that this requirement is prescriptive in 
nature and therefore not accommodating of accountable 
institutions' RMCPs. 

 
2. We suggest that the wording may be amended as follows: 
"The accountable institution should consider developing its own 
risk-based geographic area risk methodology in order to determine 
a geographic area’s overall risk rating in relation to their clients and 
product or service offering." 

1 and 2. Effective risk management necessitates that an 
AI must have control and decision making regarding all 
ML/TF/PF related matters. This is expanded on in 
PCC12A 
  

4.1. The FIC should make sure that the wording of this recommendation 
is not inconsistent with Guidance Note to the revised FATF EFT 
Directive in order to avoid the potential for misinterpretation. 
Paragraph 3.3. of the draft Guidance Note to the revised FATF EFT 
Directive states that “It is the Centre’s view, that the accountable 
institution must determine the country risk according to its risk-
based approach. Accountable institutions must take cognisance of 
the FATF high risk and other monitored jurisdiction list as a 
minimum and may take note of any other relevant lists when 
determining country risk ratings.” 

An effective risk-based approach requires a holistic view 
of all risk indicators.  Guidance Note 7 explains in detail 
how weighting of these risk indicators can be done and 
suggests the use of a risk matrix. 

Accountable institutions must ensure that it obtains 
sufficient information and/or documentation through their 
customer due diligence (CDD) processes to facilitate in 
adequately assessing and determining the ML/TF/PF risks 
associated geographic areas, and other risk factors. 
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4.4. 1. We draw attention to the exclusion of "PF" in this section and 
request the drafters to be cognisant of the implications and our 
previous comments in this regard. 

 
2. We suggest that this statement may read counter intuitive. 
Accountable institutions should be able to de-risk clients if, based 
on the accountable institution’s understanding of geographical risk, 
the risk fall outside the accountable institution's risk appetite. Such 
de-risking should not be viewed as poor/ineffective risk 
management. 

1. Exclusion of PF noted.  Commentators are reminded 
that not all lists are applicable to ML/TF/PF risk indicators, 
and the use of, or non-use of ML or TF or PF is intentional. 
2. All risk factors should be considered when making a 
determination; the paragraph seeks to address the need 
to have a holistic understanding of all risk factors prior to 
making a determination to de-risk or otherwise. 

4.6.4.  1. We suggest that section 4.6.4 be deleted.  
 

2. The rationale for the proposed deletion being: if high-risk 
geographical area alone should not be used to classify a client as 
high risk, then high-risk geographical area risk indicator alone 
cannot result in the termination of the business relationship. 

1. This section has been deleted as the information 
contained therein is adequately addressed in Guidance 
Note 7. 
 

 


