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Paragraph Comment Response comments 

PCC 

Summary  

Commentator A  

 

1. Include “immediate” in alignment with the wording in section 21H 

of the FIC Act. 

Suggested wording: 

Clients that are *immediate* family members and/or known close 

associates of DPIPs or FPPOs, although not themselves DPIPs or 

FPPOs, *must also be on boarded with the higher requirements as listed 

in the FIC Act for DPIPS or FPPOs*. [must be onboarded as though they 

are.] 

Appropriate customer due diligence (CDD), enhanced due diligence 

(EDD) and measures as set out in section 21F, 21G and 21H of the 

Financial Intelligence Centre Act 2001 (Act 38 of 2001)(FIC Act), must 

be applied to high risk DPIPs and FPPOs, their *immediate* family 

members and close known associates. 

2. For clarity we request definitions / criteria to be included.  

A definition for “Authorised Representative” as the term is used 

throughout the PCC. 

Additional guidance on who falls within the ambit of “Known Close 

Associates”. The criteria provided in Guidance Note 7 is far too broad to 

reach a determination (FATF extract).   

 

1. Comments addressed in updated PCC51 

Immediate has been added throughout to read “immediate family 

member” 

 

2. Authorised representative has been changed to “person acting on 

behalf of the client." 

 

The criteria provided in Guidance Note 7 is aligned with the South 

African context. Guidance Note 7 has completed a separated 

consultation process prior to issuance and did not fall in scope of the 

draft PCC 113. 
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Paragraph  Commentator B  

 

General Comments: 

 

1. Whilst the website links and guidance provided by the FIC are 

appreciated, it is important for the FIC to take cognisance of the how 

administratively intense the account opening process is made through 

the obligatory use of the website.  Not all the sites are easy to navigate 

and in most cases, the information is not easily identifiable.  This 

negatively impacts the client on-boarding process, which negatively 

affects business and can potentially lead to a loss of clients.  It is noted 

that larger institutions can afford vendors to provide them with search 

engines to make this process easier, smaller institutions struggle and 

are unlikely to be able to bear with the cost of such vendors/systems.  

This creates barriers to entry and an unlevel playing field within the 

industry.  The ‘Commentator B’ is of the firm opinion that the 

implementation of legislation and regulation in the industry should not 

create burdens which result in increased operational costs and 

regulatory arbitrage.  

 

2. The ‘Commentator B’ would like to propose that the FIC 

develop a database, incorporating the necessary sites and lists, so that 

accountable institutions can access the required data/information and 

perform the relevant checks. In this way the FIC would have comfort with 

1. The Centre does not dictate the manner in which an accountable 

institution must determine whether individuals hold a DPIP or FPPO 

position.  However, the controls implemented by an accountable 

institution must be adequate to accurately make such a determination, 

as stated in its risk management and compliance programme (RMCP).  

 

2. No centralised database will be created or made available. The 

establishment of such a list will not be considered by the Centre.   

 

3. The Centre does not dictate the manner in which an accountable 

institution must determine whether individuals hold a DPIP or FPPO 

position.  However, the controls implemented by an accountable 

institution must be adequate to accurately make such a determination, 

as stated in its RMCP. 

 

4. The accountable institution remains liable to determine all relevant 

sources upon which it depends, in order to determine whether or not 

a client is a DPIP or FPPO as per Schedules 3A and 3B of the FIC 

Act, and further whether a client is a family member and/or known 

close associate of a DPIP or FPPO.  

 

5. Refer to response numbered 1 above. It is the accountable 

institution’s obligation to implement controls that are proportionate to 

the risk. Accountable institutions must determine whether it has 
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respect to the validity of the screening mechanism and the accountable 

institutions can ensure that meet the minimum requirements.  The 

current TFS screening, using the FIC developed portal, is an example of 

how effective a centralised databased can be.  By creating this tool, the 

FIC has been effective in promoting an inclusive market for all.  The 

SAIS is of the opinion that if the same process were adopted and a 

centralised tool were created for the identification of DPIP’s, FPPO’s and 

former DPIP’s and FPPO’s, it would resolve many of the issues currently 

faced by the market.    

 

3. Commercial databases come at a significant cost that many 

accountable institutions are unable to absorb.  This results in a service 

differentiator to a potential client and the client may move to bigger 

organisations, that are able to afford vendors to streamline their account 

opening processes.  In effect, this creates anti-competitive advantages 

for larger accountable institutions.  This is not aligned to the principles 

of the Conduct of Financial Institutions (COFI) Bill with respect to fair, 

equitable and inclusive markets for all.  

 

4. There are instances where an accountable institution is reliant 

on open-source websites to verify DPIP, FPPO and known associates 

and family members.  Where these databases are not kept up-to-date 

by the owner/s of the website domains, the accountable institution 

cannot be held responsible for relying on this data, as they have no 

established business relationships with DPIPs, FPPOs, their 

immediate family members or known close associates.  
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reasonable means of knowing whether the data is current or reliable.  

Ongoing due diligence (ODD) will be performed, at the required 

intervals, as per the accountable institutions RMCP.  However, this does 

not ensure that the information on the open-source databases / websites 

are updated at the time of the ODD verification. 

 

5. The ‘Commentator B’ is of the opinion that legislation 

requirements should not negatively impact business.  A solution for this 

issue is urgently required.  The impact on many accountable institutions 

will result in additional costs, administrative burdens, and potential loss 

of clients, due to regulatory arbitrage.  A FIC tool would be the most 

effective solution in ensuring accountable institutions compliance, 

resulting in the best outcome. 

 

Objectives   Commentator C  

 

The proposed Amendments to the schedules of the FIC Act further 

supports the contention that strict rules in determining how to establish 

if a person is a DPIP/FPPO, which requires the intervention of often 

expensive third party systems, is not feasible when weighing against the 

risk. Many of the examples highlighted do not even apply to 

insurers/FSP's. 

 

It is the accountable institution’s obligation to implement controls that 

are proportionate to the risk. When dealing with DPIPs that pose a 

heightened risk and FPPOs, an accountable institution must 

implement controls to mitigate a heightened level of money laundering 

risk, which includes complying with section 21F, 21G and 21H of the 

FIC Act.   Accountable institutions must determine whether they have 

established business relationships with DPIPs, FPPOs, their 

immediate family members or known close associates. 
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Paragraph 

1.3.   

Commentator D  

 

In addition, there are executives and employees of known organisations 

with a proven track record of corrupt behaviour - ranging from Auditors 

to consulting firms (…….), foreign corporations (eg …..) - it is naive to 

ignore the smoking gun of the staff of corrupt organizations where the 

firms have a public track record of corruption 

Each accountable institution must adopt its own risk-based approach; 

however, a robust risk-based approach would entail more than just 

rating a client as presenting a high ML risk by mere virtue of being a 

DPIP.  

 

The accountable institution can risk rate clients as posing a 

heightened risk of money laundering based upon various other high-

risk considerations as determined by the accountable institution.  

Paragraph 

 

1.4  

Commentator A  

 

1.4: 1. Propose rewording. The Financial Intelligence Centre Act, as 

amended refers to a “single transaction”. The paragraph should align to 

the wording of the Act. 

Suggested wording: As part of [an accountable institution’s] *the* 

onboarding and ongoing client monitoring processes, [they] accountable 

institutions are required to understand the ML risk that a business 

relationship and/or *single* transaction with a client will entail. 

1. Not clear as to who is impacted ito a “client”. Does it pertain 

equally to AP's/BO's as it does to client? 

2. Clarity required:  The use of the word “ and” between 1.4.3 and 

1.4.4. suggests the regulator seeks the fulfilment of EDD as a separate 

requirement to the fulfilment of the requirements of sections 21F, 21G, 

21H.  

1.4.1 Updated. Client includes person acting on behalf of a beneficial 

owner.  

 

1. Yes - Inserted ‘beneficial owner as set out in S21G’ 

 

2. A distinction is drawn between EDD and the measures as set out 

in section 21F, 21G and 21H requirements. Where an accountable 

institution fulfils the obligations as set out in section 21F and 21G of 

the FIC Act, that does not equate to having conducted EDD. This 

has been elaborated on in length in the final PCC 51. 

 

3. and 4. Paragraph 57 of Guidance Note 7 applies when conducting 

EDD. Further, a distinction is drawn between EDD and the measures 

as set out in section 21F, 21G and 21H requirements. Where an 
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3. Is the requirement that EDD contain additional controls other 

than the ones listed under sections 21F, 21G and 21H?  If so, how does 

this interpretation reconcile with Para 57 of GN7 (which this PCC is to 

be read in conjunction with) which explains that EDD comprises: 

“An accountable institution’s systems and controls should provide for 

more information to be obtained about their clients (for example source 

of wealth- our interpretation), more secure confirmation of clients’ 

information to be applied (senior management approval- our 

interpretation) and closer scrutiny to be conducted to their clients’ 

transaction activities where they assess the risk of abuse to be higher 

(enhanced ongoing monitoring).”  

4. Based on this explanation it is evident that EDD is envisaged to 

ensure adherence to sections 21F, 21G, 21H.   

5. This view is confirmed in section 21G which reads:  

“the prospective business relationship entails higher risk…” thus 

indicating that where the relationship is deemed a high risk one the 

additional requirements comprising EDD are to be fulfilled.  

6. Resultantly the PCC requiring the implementation of EDD as 

anything more than the requirements of sec 21F, G and H not only 

violates the nature and purpose of a risk based approach but also is now 

extending the reach and requirements of the FIC Act as read with GN 7.  

Suggested wording: 

1. Suggested wording: 

1.4.1. Determine if a *natural person as a* client is a FPPO or a DPIP 

accountable institution fulfils the obligations as set out in section 21F 

and 21G of the FIC Act, that does not equate to having conducted 

enhanced due diligence. 

5. An accountable institution must conduct EDD and comply with the 

measures as set out in section 21F, 21G and 21H of the FIC Act 

when establishing a business relationship with a DPIP that poses 

heightened ML risk, and an FPPO.  

6. The PCC does not and cannot extend the reach and requirements 

of the FIC Act.  

Reference to "natural person" not required, however, consider 

wording as per Schedule 3A and 3B, which refers to individual.  
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1.4.2. Identify and assess the ML risk in relation to the FPPO/DPIP 

1.4.3. Apply the required level of customer due diligence (CDD) and 

enhanced due diligence (EDD) *to the natural person that is either a 

DPIP or FPPO, or a juristic client that has DPIPs or FPPOs linked to it 

and the ML risk that they bring to the juristic client*; and 

1.4.4. Comply with the requirements as set out in sections 21F, 21G and 

21H of the FIC Act. 

ALTERNATIVELY: 

1.4.3. Apply the required level of CDD and EDD *as elaborated upon in 

sections 21F, 21G and 21H of the FIC Act OR apply EDD and it is 

recommended that the accountable institution adopt the measures as 

set out in sections 21F, 21G and 21H of the FIC Act.* 

Deletion of para 1.4.4. 

Paragraph 

1.7. 

Commentator E  

 

Where an FSP, although being an AI, does call centre type business 

only, selling funeral cover, handset insurance etc and where premiums 

are well below R1000pm, the inherent ML risk is low enough, I feel, that 

an exemption should be given to these FSP's in terms of the need to 

determine whether a potential client is a DPIP or FPPO. Would such an 

exemption be entertained by the authority. The concern is that the sales 

success rate will decline to a level that it makes it unprofitable to do such 

business. This will result in thousands of S Africans not getting needed 

The accountable institution must comply with the requirements as set 

out in section 21F, 21G and 21H of the FIC Act regardless of the 

inherent risk or risk level of the product. 
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insurance and more unemployment. Call centre's around the country, 

selling these financial services, employ tens of thousands of agents. 

Paragraph 

1.7. 

Commentator A  

 

1. Paragraphs 1.7 and 2.5: These paragraphs suggest that identification 

of FPPO and DPIP should extend to authorised representatives and 

related parties that may not be beneficial owners of a legal person / 

arrangement.  

• Authorised representative is not defined.  

• Does the FIC envisage that authorised representatives that are 

not beneficial owners should be assessed and could affect the risk level 

of the legal arrangement or person?  

• We acknowledge that there is nothing preventing a country, in 

the application of their risk-based approach, from applying a stricter 

standard than what is required under FATF. However, we note that the 

FATF guidance on politically exposed persons indicates that where the 

beneficial owner of a legal person/arrangement is identified as a PEP 

this should be assessed and may influence the risk rating of the legal 

person/arrangement. Why is the FIC then placing an additional 

requirement which is contrary to international best practice that 

authorised representatives should not only be identified but assessed? 

Typically, in a legal person only the beneficial owner or its controllers 

have the ability to influence the legal person. An authorised signatory or 

authorised dealer for instance would not in our opinion have this kind of 

Persons acting on behalf of the client, are considered within the ambit 

of part 1 to Chapter 3 of the FIC Act and cannot be separated from the 

CDD obligations that apply to the client. Therefore, it is the Centre’s 

view that "prospective client" includes the client and the persons who 

acts on behalf of the client. 
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influence and therefore it would be counterintuitive to place an obligation 

that would not affect the risk assessment of the legal person or 

arrangement. Therefore, it is recommended that the FIC provide 

substantiating reasons why authorised representatives should be 

included in this identification and assessment process. 

2. 1.7.3: Include “immediate” in alignment with the wording in section 

21H of the FIC Act. 

Suggested wording: 

ML risk determination of DPIPs, *immediate* family members and known 

close associates. 

Paragraph 

2.1 

Commentator F  

 

It is unclear whether Draft PCC 113 now requires screening of persons 

as part of CDD when read in conjunction with paragraph 150 of 

Guidance Note 7: 

“150. The client remains the most valuable source of information in order 

to determine whether he/she occupies a prominent position. 

Accountable institutions may augment the information obtained from its 

client by making use of commercially available information sources 

which specialise in providing information on prominent and politically 

exposed persons if there is a need to conduct more thorough checks, or 

if there is a high likelihood of an accountable institution having prominent 

persons as clients.” 

1. The Centre does not dictate the manner in which an accountable 

institution must determine whether individuals hold a DPIP or FPPO 

position. However the controls implemented by an accountable 

institution must be adequate to accurately make such a 

determination, as stated in its RMCP.  
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In the above paragraph, it is stated that institutions may augment the 

information by making use of commercially available lists. In Draft PCC 

113 it is stated however in paragraph 2.1: 

“In order for an accountable institution to determine whether their clients 

fall within the category of DPIP or FPPO, they would need to first 

scrutinise their client information against applicable, relevant sources.” 

A prima facie reading of the above paragraph would seem to indicate 

that some form of screening would now become peremptory as part of 

CDD. This interpretation is further supported by the next paragraph i.e. 

2.2: 

“2.2. Where an accountable institution does not take steps to identify if 

their client is a DPIP or FPPO, that accountable institution is willfully 

blind to the obligations in terms of sections 21F, 21G, 21H of the FIC 

Act.” 

When 2.2 above is read further with paragraphs 151 and 152 of 

Guidance Note 7, it seems further that an even wider approach is called 

for in that reliance ought not only be placed on available lists, but that, 

again as part of CDD, the institution should have recourse to additional 

sources e.g. media reports and social media. Would such an 

interpretation not effectively bring forward most EDD measures available 

to an institution by incorporating them into CDD when determining 

whether a person is a prominent person?  

Is it to be understood therefore that some element of scrutiny against 

external sources must now be considered to form part of CDD? 
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Paragraph 

2.15 

Commentator A  

 

 

1. Spelling error. Remined to be changed to reminded 

2. Does this imply that we are not allowed to classify DPIP’s as 

high risk due to the fact that a person is a DPIP? This could contradict 

the risk appetite of a bank. Especially in the absence of open sources to 

apply some of the recommendations made in section 2.13 e.g. ability to 

determine whether a person holds foreign accounts. 

Each accountable institution should follow its own risk-based 

approach. However, a robust risk-based approach would entail more 

than just rating a client as presenting a heightened ML risk by virtue 

of them being a DPIP.  

 

Additional potential indicators have been provided for the accountable 

institution to consider when assessing the risk that the client poses. 

Paragraph 

2.16 

Commentator D 

 

Disagree - publicly corrupt politicians, fixers and contractors usually 

remain "in the business" due to the connections they built up, lifelong. 

This period should be extended to at least 10 years and in the event of 

any instance coming up during that period, rolled forward again for a 

further 10 years. 

Where the time periods as set out in Schedule 3A and 3B to the FIC 

Act lapse, it is the Centre’s view that it would be good practice in terms 

of the risk-based approach, for the accountable institution to consider 

whether the former DPIP or FPPO still poses a high risk from an ML 

perspective. 

 

 


