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ACCOUNTING AUTHORITY’S STATEMENT

It is now more than three years since the Financial Intelligence Centre (“the FIC” or “the

Centre”) commenced its operations. The past year marks yet another significant step

forward for the Centre as it seeks to achieve its mission, which is to -

“establish and maintain an effective policy framework and operational capacity to provide

high quality, timeous financial intelligence for use in the fight against crime, money

laundering and terror financing in order for South Africa to protect the integrity and stability

of its financial system, develop economically and be a responsible global citizen”. 

The Centre focussed on strategic objectives in order to deliver on its mandate. These

objectives include us being able to: 

• Provide information that is relevant, of high quality and boosts enforcement on a non-
partisan basis;

• Support regular, high profile, enforcement successes;

• Endeavour to become a sustainable and capable institution;

• Become an employer of choice;

• Strive to ensure full intergovernmental stakeholder participation;

• Operate within a compliant and supportive anti-money laundering and terrorist
financing environment aimed at minimising threats; and

• Endeavour for South Africa to meet the standards required in the area of anti-money
laundering and combating of terrorist financing. 

The challenges and tasks have been many, often emerging suddenly and unannounced,

but the Centre and its staff can look back on its several achievements with pride. 

In the year under review there have been several significant highlights, most of which

are expanded upon later in the report. In summary, we were involved in the following

activities and results:

• Provided the logistical, practical and professional support from June 2005 for the hosting
by South Africa of the Financial Action Task Force (“the FATF”) Presidency, which was
chaired by Professor Kader Asmal, Member of Parliament. The Minister of Finance,  
Mr Trevor Manuel, MP described the success of Professor Asmal’s presidency in these
terms, “...under his exacting stewardship, a process has been initiated to raise the profile
of a perspective (on issues within the FATF) from the South.”
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ACCOUNTING AUTHORITY’S STATEMENT - continued

• The FATF presidency included the successful hosting of the Plenary meeting in Cape
Town in February 2006, which was attended by more than 460 delegates from the 33
FATF member countries, the 14 member countries of the Eastern and Southern Africa
Anti-Money Laundering Group (“the ESAAMLG”), as well as international institutions
such as the United Nations, the International Monetary Fund, World Bank and the
Commonwealth Secretariat.

• Participated in the activities of the other international organisations concerned with
money laundering - the ESAAMLG and the Egmont Group of Financial Intelligence
Units, which consists of the financial intelligence units from 101 different countries and
which includes attending all meetings and participating in various sub-committees.

• Continued to capture, analyse and refer reports against clear business processes.  
A total of 19,793 suspicious transaction reports (“STRs”) were received this past year,
which brings the total of such reports received by the Centre since it started receiving
them to 44,021. 

• Hosted several feedback sessions to accountable and reporting institutions, as well
as law enforcement authorities and provided them with feedback on the quality and
impact of the reports.

• Signed memoranda of understanding with six other financial intelligence units.

• Monitored the compliance performance of the reporting institutions, the supervisory
and other bodies, which included engagement with specific sectors such as estate
agents and casinos, as well as accompanying the Banking Supervision Department of
the South African Reserve Bank on several on-site inspections of banking institutions.

• Developed and finalised a plan for the development of an inspectorate within the
Centre to monitor compliance by accountable institutions where there are no
supervisory bodies. 

• Hosted a conference in July 2005 of relevant stakeholders to consider the implications
of introducing a risk-based approach to compliance. 

• Began the process to amend the Financial Intelligence Centre Act (“the FIC Act”) to
take into account the revised international standards, as well as incorporate the effect
of 3 years of implementation and practice.

• Implemented measures to enable the reporting of terror financing, which were
promulgated with effect from 20 May 2005.
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ACCOUNTING AUTHORITY’S STATEMENT - continued

• Issued Guidance Note No 3 in July 2005 aimed at providing banks with information on
customer identification and verification.

• Provided various training programmes for different constituencies which included for
example, training 32 financial investigators located within the law enforcement
authorities; 62 authorised officers in 3 different regions; 270 estate agents in 6
provinces about their compliance obligations; and hosted a training session for all
ESAAMLG members on how to establish a financial intelligence unit.

• Initiated the process to develop the Centre’s master system plan for its Information
Technology (“IT”) infrastructure and undertook various processes to start the IT building
process.

• Continued to build a sustainable organisation with an infrastructure enabling it to achieve
its long-term objectives, including its culture and values, internal communication, human
resource aspects, functional policies and systems.

The Financial Intelligence Centre Act aims to protect South Africa’s financial system, its

institutions and our citizens from being abused by criminals and their networks and seeks to

create tools for law enforcement to more effectively prevent money laundering activities. 

The progress we have made during the past year in implementing our mandate and

achieving our objectives has only been possible with the active support and involvement of

many different stakeholders. 

We can see the increased levels of interaction with the accountable and reporting institutions

and businesses and the positive effects of this on the compliance environment. Moreover,

there has been a significant improvement of the relationship with the various supervisory

bodies. There has also been a marked improvement in the interaction with the various law

enforcement authorities - we are more easily able to respond to their requests and have

interacted positively in various training and other opportunities.  

National Treasury staff members have always been available to provide us with skills and

knowledge, while other departments and agencies have enthusiastically participated and

supported the Centre in all its objectives. All these instances of support are acknowledged

and gratefully accepted. 

The Minister of Finance, Mr Trevor Manuel, MP and Deputy Minister of Finance, Mr Jabu

Moleketi, MP, have always been available to us to provide political, strategic and practical

guidance and encouragement in all our endeavours. 
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ACCOUNTING AUTHORITY’S STATEMENT - continued

All staff members in the Financial Intelligence Centre deserve a special mention. Everyone
has selflessly put in the extra effort and worked many hours of long overtime, but have
always remained focussed on our common vision which is to create an environment to
combat money laundering and terrorist financing. Their commitment and dedication has
been the platform for the Centre’s successes over the past financial year and provide the
basis for our future achievements. 

Murray Michell
Director
10 August 2006
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DIRECTOR’S REPORT

INTRODUCTION

Background to the Financial Intelligence Centre and its functions

The Financial Intelligence Centre Act, No 38 of 2001, (“the FIC Act”), was introduced to
assist in protecting the sound health of South Africa’s financial system - by preventing it
from being contaminated and undermined by flows of “dirty” money derived from the
proceeds from crime. At the same time the FIC Act creates a tool for law enforcement to
minimise money laundering activities and to reduce organised crime. The Act is premised
on the understanding that money laundering is a problem for which the solution is not only
national action, but also international co-operation. The FIC Act is aligned with the
Prevention of Organised Crime Act of 1998, which introduces a range of money
laundering offences and the Protection of Constitutional Democracy against Terrorist and
Related Acts, which took effect in May 2005 and which creates provisions to combat the
financing of terrorism. 

The principles of the FIC Act are based on the globally-accepted standards developed and
set by the Financial Action Task Force, a body consisting of 31 member countries. These
standards are expressed through the 40 Recommendations on anti-money laundering and
the 9 Special Recommendations dealing with combating the financing of terrorism. 

The Financial Intelligence Centre Act incorporates essential elements necessary for a
 successful anti-money laundering environment. The Act: 

• Criminalises money laundering;

• Enables the investigation and prosecution of money laundering;

• Requires financial institutions to implement customer due diligence measures and
provide reports to the Financial Intelligence Centre;

• Establishes regulatory and supervisory functions over the manner in which financial
and other institutions comply with these obligations; 

• Establishes the Financial Intelligence Centre; and it

• Enables various law enforcement authorities to share information and assist in
international cooperation.

The Financial Intelligence Centre is located outside the public service, but within the public
administration in terms of Section 195 of the Constitution and is constituted as a juristic
person. It is funded from the national budget and is accountable through the Minister of
Finance to Parliament. The Minister of Finance may direct the Centre on matters that
materially affect public policy or our strategic direction.  

The Centre has responsibility for implementing and providing leadership in the
implementation of the Republic of South Africa’s anti-money laundering and combating of
financing of terrorism environment.
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DIRECTOR’S REPORT - continued

Mission

The mission of the Financial Intelligence Centre is: 

To establish and maintain an effective policy framework and operational capacity to provide
high quality, timeous financial intelligence for use in the fight against crime, money
laundering and terror financing in order for South Africa to protect the integrity and stability
of its financial system, develop economically and be a responsible global citizen. 

Vision

This is expressed through the Centre’s vision which seeks to ensure that we will:

Strive to be a leading player in the aggressive combating of money laundering and terror
financing to reduce crime for the benefit of South African citizens today and in the future.
We shall endeavour to earn the trust, respect and support of our stakeholders for the
 quality of our information, and be internationally recognised for the  sustainability of our
organisation, the loyalty and achievements of skilled staff and the success of our efforts. 

In keeping with our vision, the Centre seeks to provide the investigating authorities with
information gained from reports made to it by the so-called accountable or reporting
 institutions. These investigating authorities include the:

• South African Police Services;

• Directorate of Special Operations (Scorpions);

• Asset Forfeiture Unit;

• South African Revenue Service;

• Intelligence Agencies; and the 

• Exchange Control Department of the South African Reserve Bank. 

The Centre has a relationship with the various supervisory bodies as listed in Schedule 2 of
the Act. The purpose is for us to assist the supervisory bodies to fulfill their responsibilities
as set out in the Act, which requires them to monitor and provide oversight of the accountable
institutions falling within their area to ensure that these institutions are in full compliance with
the legislation. The supervisory bodies designated in the Act are the:

• South African Reserve Bank (Department of Banking Supervision);

• Financial Services Board;

• Registrar of Companies;

• Estate Agency Affairs Board;

• Public Accountants and Auditors Board;

• National Gambling Board;

• JSE Securities Exchange South Africa; and the 

• Law Society of South Africa.



8

DIRECTOR’S REPORT - continued

The Financial Intelligence Centre is headed by a Director with the powers of a head of a
department and who is the accounting authority for the Centre in terms of the Public
Finance Management Act (Act No 1 of 1999, the PFMA). The Director reports to the
Minister of Finance on the exercise of these powers and the performance of duties
authorised under the Act. 

Since the Centre commenced operationing in February 2003, we have sought to model
and test our future plans against practice. This flexible approach to building the
organisation has enabled us to amend the details of our rollout plans in response to our
growing experience, the changing circumstances and international best practice in this
field.

STRATEGIC OBJECTIVES

The Centre’s mandate is to focus on the core areas in respect of implementing an 
anti-money laundering and combating of the financing of terrorism environment in South
Africa. These are expressed through the following key strategic objectives, which are to:

Provide information that is relevant, of high quality and boosts enforcement on a
non-partisan basis
The Centre shall at all times provide to stakeholders, both those of the domestic law
enforcement authorities as well as financial intelligence units in other countries,
information of the utmost integrity and of the highest quality, thus enabling immediate
and thorough investigations.

Support regular, high profile, enforcement successes
The Centre shall provide active analytic and other support to investigations and projects
to enable successes. This means that our analytic capabilities should have a close
relationship with investigations and be able to provide them with active support.

Endeavour to become a sustainable and capable institution
The Centre, which commenced operationing in 2003, seeks to create an organisational
infrastructure in which knowledge and learning are highly valued and which, in a
sustainable manner, is effective and efficient in delivering on its mandate. 

Seek to become an employer of choice
The Centre shall be considered by any potential employee as a preferred employer which
seeks to develop staff, provide career-pathing opportunities and a fulfilling working
environment.
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DIRECTOR’S REPORT - continued

Strive to ensure full intergovernmental stakeholder participation
The Centre seeks to work in a manner which promotes a co-ordinated and integrated
approach to the development of a comprehensive anti-money laundering and terrorist
financing environment. This environment will require the full participation of the various
stakeholders within government, enabling each of these to contribute their skills and
facilities to a common objective. 

Operate within a compliant and supportive AML/CFT environment minimising
threats
The Centre will seek to develop full compliance by institutions and individuals in which
they seek to put into effect and implement measures and approaches to eliminate money
laundering and terrorist financing on a voluntary basis. 

Endeavour for South Africa to be viewed as a regional champion and international
leader
As a result of the successes achieved in the dynamic and integrated pursuit of its  
anti-money laundering and financing of terrorism objectives, South Africa will gain a
reputation as a leader in standards implementation and its successes will come to be
regarded as best practice.

Advise the Minister of Finance and through him, Cabinet, on anti-money laundering
and terror financing matters
The Centre will ensure that the Minister of Finance is kept fully informed of all policy and
matters relating to anti-money laundering and the combating of the financing of terrorism
domestically and internationally. 

STRUCTURE OF THE FINANCIAL INTELLIGENCE CENTRE

In order that it may most effectively and efficiently carry out its mandate and fulfill its
 strategic objectives, the FIC is divided into four separate operational divisions, each falling
under a Senior Manager, namely:

• Monitoring and Analysis;

• Compliance and Prevention;

• Legal and Policy; and

• Administration and Support Services.

The report below will outline some of the activities, achievements and hurdles still to be
overcome by each of these divisions in the financial year under review.
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Structure & job functions

MINISTER

COMPLIANCE AND 

PREVENTION

Liaises and inspects
• Accountable institutions for

compliance
• Supervisory Bodies for

monitoring of compliance by
accountable institutions

• Inspects non-supervised
accountable institutions for
compliance

Awareness
• Provides communication and

activities to develop
awareness of stakeholders 

LEGAL AND POLICY

Research and Development
• Undertakes AML/CFT

research
• Develops coherent policy

framework
• Liases with FATF & other

policy-making bodies
• Develops legislation
• Monitors typologies and trends
• Liaises with standards setters
• Liaises with National Treasury

& other relevant government
departments

• Liaises with MLAC Secretariat
• FIC provides admin support

Regional Office 1 Regional Office 2

ADMINISTRATION & SUPPORT SERVICES

Provides various support functions and services to FIC, including:

* Financial and procurement management * Human Resources

* Registry and document storage services * In-house staff training and development

* Communication and marketing * Security services

* Information & Communication Technology

MINISTER

DIRECTOR
Oversees policy & strategic direction, and is FIC’s Accounting Authority

MONITORING & 

ANALYSIS

Analyses and Refers
• Collects & stores STRs and

other reports
• Analyses data and add

value
• Develops referrals to law

enforcement
• Exchanges information with

international fius and law
enforcement agencies;

• Maintains statistics
• Provides training for law

enforcement authorities
• Provides training for other

financial intelligence units

DEPUTY DIRECTOR
Oversees & manages day-to-day
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DIRECTOR’S REPORT - continued

ACTIVITIES 2005 - 2006

LEGAL AND POLICY DIVISION

The work of the Legal and Policy division covers three areas of responsibility of the FIC,
namely administering the FIC Act, engaging with international and regional policy forming
and standard setting organisations and providing policy advice on matters of a strategic
nature concerning money laundering and terrorist financing.

Administering the FIC Act

Administering the FIC Act for us entails the activities that are aimed at implementing the
Act. This requires us to promulgate regulations and exemptions under the Act and ensure
that the Act and its regulations and exemptions remain current by initiating amendments to
these when necessary.

The main area of work we have undertaken in relation to the administration of the FIC Act is
the commencement of an exercise to improve various aspects of the Act. This exercise entails
two parallel and interlinked processes. In the first process we seek to enhance the compliance
and enforcement structure under the Act, while in the second we have initiated a broader
review of the Act in the light of changed international standards and the lessons learnt from
experience in the implementation of the Act over the past three years. Both of these are medi-
um-term processes which will continue into the following two to three financial years.

The Minister of Finance alerted Members of Parliament to this impending process during
his address on the Budget Votes of the Ministry of Finance on 5 June 2006 when he stated 

“...the legal framework to strengthen oversight mechanisms must be examined and
improvements made where necessary to facilitate measures responses aimed at
remedying instances of non-compliance. Matters to be investigated include the
adequacy of the scope of the supervisors’ functions and objectives to include
compliance with money laundering and terrorist financing controls; expanding
mechanisms to monitor compliance levels; expanding the range of sanctions available
to address compliance failures in order to improve flexibility and ability to select the
most appropriate response for a particular situation; (and) establishing the
administrative structures to enable the functioning of these mechanisms”.

We commenced the process to enhance the compliance and enforcement structure by
developing the elements of a proposed Amendment Bill that will serve as a basis for
consultation on this issue. The proposed Bill embodies the Centre’s recommendations for a
structure that enables the administrative enforcement of compliance with the Act by: 

• Enhancing the Centre’s monitoring powers by providing for it to conduct an inspection
of the affairs of a person to determine whether that person is complying with the Act;
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• Extending the powers of supervisory bodies to supervise compliance by accountable
institutions by deeming these responsibilities to be a function of all supervisory bodies;
and

• Providing for a structure and process for the administrative adjudication of failures to
comply with the Act .

It is envisaged that the consultation process and the finalisation of the Bill will take place in
the 2006/ 2007 financial year.

In relation to the review of the Act we have commenced research to determine the scope
of the review and to start exploring certain options for the broader reform of the FIC Act.
We anticipate first issuing an initial consultation document which will investigate matters to
be included in the scope of the review. We shall also canvass views on options to address
these matters in the course of the following financial year.

In July 2005, the Centre’s Compliance and Prevention division conducted a workshop to
explore the issue of compliance with measures to combat money laundering and terrorist
financing on the basis of a risk sensitive approach. This is an exercise that will compliment
the review of the FIC Act. The Legal and Policy division participated in this workshop with a
presentation on the scope and desirability of adopting a risk sensitive approach to compliance
with certain anti-money laundering control measures and shall continue to develop options
of the impact of a risk-based approach on the Act and its regulations.

The Protection of Constitutional Democracy against Terrorist and Related Activities Act of
2004 took effect on 20 May 2005. The commencement of this Act required that certain
amendments be made to the FIC Act, such as the introduction of a new reporting duty under
Section 28(a) and revision of the duty to report suspicious and unusual transactions under
Section 29 of the Act. We were charged with the process to develop the regulations that
would support the implementation of these amendments. These regulations were published
in the Government Gazette on 20 May 2005.

In addition to the abovementioned processes we also continued to represent the Centre in
meetings with private sector institutions, supervisory bodies, law enforcement agencies and
government departments where policy matters concerning the combating of money
laundering and terrorist financing were discussed.

Training engagements

The Law Faculty of the University of Johannesburg invited the Centre to participate in a
workshop on issues related to the combating of money laundering which was hosted for a
group of visiting Nigerian Judges in August 2005. The Centre’s Legal and Policy division
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and Monitoring and Analysis division participated in this exercise with presentations on the
South African anti-money laundering framework and the Centre’s role in relation thereto.

During October 2005 the Egmont Group, the United Nations and the Eastern and Southern
Africa Anti-Money Laundering Group hosted a joint training exercise in South Africa for
jurisdictions which are in the process of establishing financial intelligence units. We
participated in this exercise with a presentation on the role of financial intelligence units in
relation to the 40 Recommendations of the Financial Action Task Force.

The National Prosecuting Authority presented a course on organised crime for public prosecutors
in October 2005. The Centre was invited to give a presentation on the legislative framework
pertaining to money laundering and the Centre’s role in relation to this framework.

In November 2005 the Eastern and Southern Africa Anti-Money Laundering Group hosted a
mutual evaluation training workshop in Cape Town for persons from all over the region.  The
Centre’s personnel were involved in all facets of the workshop, including the administrative
arrangements, presenting sections of the course material and attending the workshop as
course participants. 

Engaging with international and regional bodies

The Centre is responsible for South Africa’s involvement in the activities of the Financial Action
Task Force and its regionally-based representative body, the Eastern and Southern Africa 
Anti-Money Laundering Group. 

South Africa held the Presidency of the FATF from July 2005 in the person of Professor Kader
Asmal, MP. The term of the South African Presidency will end in June 2006. Throughout the
period of the South African Presidency the Centre has provided logistical, administrative and
professional support to the FATF President. In addition, South Africa also hosted one of the
three annual plenary meetings of the FATF in Cape Town during February 2006. The Centre was
responsible for all the logistical and administrative arrangements to make this event possible.

In addition to supporting the FATF Presidency, the division also coordinated the participation of
the South African delegation in all FATF activities. This includes attending and participating in the
working group and plenary meetings in June and October 2005 and February 2006 and
attending and participating in the annual typologies workshop in December 2005.

The Centre is responsible for the coordination of the South African delegation to the
ESAAMLG and South Africa’s participation in all its activities. We therefore led the South
African delegation to attend the meeting of the Council of Ministers in August 2005, as well
as an extraordinary meeting of the Council in October 2005 and the Task Force of Senior 
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Officials in March 2006. In addition, we played a leading role in the process to recruit a new

Executive Secretary for the organisation, as well as an efficiency scrutiny of its Secretariat, 

which commenced during 2005 and will be finalised during the next financial year. We also

participated in other activities, such as a Country Development Workshop in Namibia during

August 2005 which was aimed at facilitating the development of national strategies on 

anti-money laundering and combating of financing of terrorism issues. The Centre also

facilitated the hosting of and participated in a number of training exercises for members

which are discussed in more detail elsewhere in this report.

The Centre also participated in activities of other regional bodies such as the presentation

of the findings of a mutual evaluation of the anti-money laundering and combating of

financing of terrorism system in New Zealand, which was done at an annual general meeting

of the Asia Pacific Group on Money Laundering in July 2005.

MONITORING AND ANALYSIS DIVISION 

When the Centre received its first reports on 3 February 2003, it was with the understanding

that it would embark on a lengthy period during which vauious business processes  would

be developed and tested, especially the work of the Monitoring and Analysis division within

the centre. For example, we needed to develop an efficient and effective process whereby

the reports and information we received were properly processed and analysed.   There was

a need to build information technology systems to enable us to carry out this task, then

enhance them. We also needed to access various databases. Of course, the essential

component to all of this was to have staff members with the ability and skills to perform the

work required of them. Three years later the fruits of this building process are being realised. 

From inception, reports to the Centre from accountable and reporting institutions were made

electronically.  

Whilst receiving these reports, the Monitoring and Analysis division sought to establish

business processes to ensure the integrity and confidentiality of the information in the

possession of the Centre. Indeed, this required that rigid authorisation processes had to

be adhered to. This also applied to the entire ‘information chain’, from the receipt of

reports, through the analysis process and ultimately to various law enforcement agencies

once the Centre had disseminated referrals to them for investigation purposes. 
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Staffing was also always a vexed issue in the initial period. It was important to  determine

and define what was understood by ‘analysis’ in the context of our work environment -

what type of skills were needed to perform the analysis work undertaken in the division,

what separated analysis activity from investigation and at what point was the Centre’s
analysis process expected to end before a report should be handed over for the law

enforcement authorities to investigate.

In addition to receiving reports from accountable institutions, we received requests for

information from local and international agencies. In order to meet legislative

requirements and ensure integrity to the requesting process, the law enforcement

authorities appointed Authorised Officers whom were registered by the Centre and to

whom training was provided to ensure that the integrity of information was maintained

even during the investigative stage. The number of appointed Authorised Officers has

continued to grow steadily during the year under review.

The Centre became a member of the Egmont Group of Financial Intelligence Units in

2003, during which time many requests from other financial intelligence units were

received. This promoted negotiation of several memoranda of understanding with them

to facilitate the exchange of information and again, to ensure the integrity of the

information passed between us.

In the 2005/2006 year the Monitoring and Analysis division has progressed all of these

matters forward.

In the year under review the Financial Intelligence Centre received 19,793 suspicious

transaction reports. The vast majority of these reports were received from financial service

providers such as banks, brokers, foreign exchange dealers, insurance providers,

investment managers and services and money remitters (18,819 reports  constituting 94%

of all reports). The other 5% (974 reports) were received from other sectors such as

casinos, estate agents, coin dealers, companies, accountants and auditors, attorneys, car

dealers and individuals. The accumulated number of suspicious transaction reports

received by the Centre since our inception and at the end of the financial year is now

44,021.
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The increased number of reports in the year under review could be a result of several factors:
regular contact and feedback sessions were held with the accountable and reporting
institutions. In addition, a reporting tool was developed and introduced enabling reporting
institutions to send a single batch of reports electronically. There has been increased profiling
of obligations through the media and compliance initiatives such as presentations to various
reporting institutions and sectors during the year. It also reflects a situation in which
institutions have consolidated their compliance and reporting environments. 
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In this financial year the Centre received a total of 250 local and international requests, which
represents an increase in local requests, but a drop on the international side. The majority
of international requests have been received from countries with which we have signed
memoranda of understanding. During the past year we signed another seven such
memoranda of understanding.

The law enforcement authorities have continued to report back to us on successes as a
result of information provided them by the Centre.  

During the past year we have extensively reviewed our business processes and restructured the
division to provide for quicker turnaround times. An immediate consequence has been the ability
to successfully reduce the time taken to process requests received from the law enforcement
authorities and to increase the value of the analysis process. We believe this achievement is
largely because 95% of all reports are now being received electronically. 

A new requirement to report financing of terrorist activities, in addition to proceeds of crime,
was implemented from 20 May 2005. Although very little lead time was afforded to either
the Centre or the accountable and reporting institutions to adopt the new reporting forms, the
disruption was quickly overcome and streamlined.

We have continued to build our analysis skills base. We seek out analysts with differing
backgrounds and experience.
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In addition to seeking out training and skills development opportunities for our analysts, we
have also provided training to many institutions and law enforcement authorities. These
include, amongst others, providing financial investigation training courses for investigators,
as well as training for the designated authorised officers to enable them to better apply their
responsibilities. The details are set out in more detail below.

COMPLIANCE AND PREVENTION

The Compliance and Prevention division of the Financial Intelligence Centre is mandated to
provide guidance to accountable and reporting institutions and to monitor the supervision of
supervisory bodies of their responsibilities under the FIC Act.

Our work focuses on compliance oversight of the FIC Act and involves close liaison with our
colleagues within the Centre on compliance-related issues and externally with the
supervisory bodies and accountable institutions. A core function of ours is to inform, advise
and collaborate with the supervisory bodies to ensure their effective supervision of
compliance. Another is to liaise with accountable and reporting institutions to assist them in
applying and implementing the compliance provisions within their respective institutions.

The preventative focus includes a strong public awareness outlook for the general public
and the provision of training to affected entities.

Relationship building with Supervisory Bodies and Stakeholders

During the period under review, the Compliance and Prevention division undertook
compliance visits to supervisory bodies and stakeholders to forge closer relationships and
an understanding of their compliance and supervisory obligations under the FIC Act.

For example, we:

• Actively engaged with supervisory bodies, specifically the Registrar of Banks in the
South African Reserve Bank, the Public Accountants and Auditors Board, the National
Gambling Board, JSE Limited, the Financial Services Board and the Law Society of
South Africa to ensure that the control measures in Chapter 3 of the FIC Act and the
Money Laundering Control Regulations have been fully implemented by entities
supervised by them as supervisory bodies;

• Met with several industry stakeholders including the National Automobile Dealers
Association, the South African Mint, the Coin Dealers Association, South African Post
Office, Gold Reef City Mint and Rand Refinery to gain an appreciation of issues and
challenges in complying with the control measures in Chapter 3 of the FIC Act and
the Money Laundering Control Regulations; and
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• During October 2005 the Compliance and Prevention division, at the request of the
Registrar of Banks, assisted in the on-site inspection of the five major domestic banks
regarding their compliance with the requirements of the FIC Act.

It is clear from the results of the on-site visits that the financial institutions have taken on the
responsibility to identify their clients and have made significant progress in doing so.  The
Deputy Minister of Finance showed his appreciation of this when he stated in Parliament 

“... that many of the business institutions have been actively supportive (of their
responsibilities in terms of the FIC Act). I wish to express on behalf of Government my
appreciation of this and for the effort they have made in doing so.”

This is a view which the Centre strongly supports. 

However, there remain certain problems with the manner in which this legal obligation is being
implemented. For example, customers of banks are required to be identified more than once.
Not only is this time-consuming, but becomes costly. The Deputy Minister of Finance made
reference to this by stating 

“... I don’t think it was ever the intention of the legislature when it passed the FIC Act to allow
a situation to develop where the customer of a financial institution, for example a bank,
would have to be FICA’d would have to identify themselves more than once...I believe it
is the responsibility of a bank, or any other institution, to ensure that their internal systems
enable them to have a single view of their customers”. 

The Minister of Finance reinforced this call and asked that consideration be given to ways in
which less costly and more efficient ways to implementing “Know Your Customer” processes can
be implemented. In the forthcoming year the Centre will be seeking ways in which a solution can
be developed to address this matter. 

Issuance of Guidance Notes

We played a key role in the preparation of FIC Guidance Note 3, aimed at providing guidance
for banks on customer identification and verification and related matters. The guidance note
was compiled in consultation with the South African Reserve Bank and was gazetted in July
2005.

Internal Rules

During the year under review, the Compliance and Prevention division began testing the levels
of compliance amongst certain accountable institutions such as casinos, estate agents and
attorneys by requesting their internal rules in terms of Section 42 of the FIC Act. The aim of this
request was to establish whether these institutions have:
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• Adequate internal rules in place;

• Provided training regarding the internal rules;

• Have appointed their statutory officers under the FIC Act; and 

• Have any challenges or difficulties in their implementation of the FIC Act obligations.

While most of the institutions duly responded, in considering the responses received, it came
to our attention that many estate agents were unaware of certain of the measures they were
obliged to have implemented, particularly that they were supposed to have internal rules
and conduct training to their employees as stipulated by the FIC Act. We believe that the
sector remains a category which is particularly vulnerable to money laundering abuse. We
subsequently interacted with the Estate Agency Affairs Board during which we agreed to
engage with estate agents in order to improve the levels of understanding and compliance
among them. 

We also noted that in reply to our queries, casinos furnished in reply a standard internal rules
document, which had been prepared by the industry association, the Casino Association of
South Africa. The Centre requires that internal rules must be business specific and should
enable a business (in this instance a casino) to reflect and manage the specific money
laundering risks in the activities of that business. As a result, the Centre has initiated a series
of interactions with the industry to assist it develop its compliance capabilities.

Matters of compliance enhancement in terms of the FIC Act were referred to by the Minister
of Finance, Mr Trevor Manuel, MP in his address to Parliament on the Budget Votes of the
Ministry of Finance on 5 June 2006. He stated “... However, there are several sectors which
need to demonstrate further compliance. For example, the FIC (Financial Intelligence Centre)
will be closely scrutinising the casino and gambling sector and estate agents in the coming
period. The FIC will also be building even closer working relations with the supervisory bodies
(such as the Banking Supervision Department of the SARB, the Financial Services Board,
the National Gambling Board to ensure that an even and coordinated approach is taken to
monitoring compliance.” 

Risk Sensitive Conference

The Compliance and Prevention division successfully organised and conducted a two-day
Conference on developing a Risk-Sensitive Approach to money laundering and terror
financing compliance in July 2005. The conference was aimed at increasing the
understanding amongst Money Laundering Advisory Council (MLAC) members of a risk
sensitive approach, as understood by the Financial Action Task Force. Two senior members
from the Financial Services Authority in the UK, Mr Philip Robinson and Mr Richard Chalmers
attended as keynote speakers. The conference was positively received, informative and
welcomed as strategic and timely. The understandings gained for this set of discussions will
be taken forward into the current activities.
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Public Awareness

The Centre continues to create a public awareness mandate through frequent media
releases on the FIC Act and compliance issues. In addition, members of the public were
drawn to their obligations in terms of the new terror financing legislation.

During the year, we prepared and facilitated the release of the following media
announcements:

Training

We were invited by the Estate Agency Affairs Board to attend and conduct presentations to
estate agents at several of its Imbizo’s. Presentations were made in six provinces to 270
estate agents. The interactions with estate agents were very useful in enabling us to assess
the level of the understanding of the FIC Act and the extent of compliance in the property
sector and given us a solid basis for continuing work in the forthcoming year.

Public Queries

In this financial year, the Centre received and responded to a total of 416 public queries
through its public “feedback box”. It is our responsibility to deal with these queries. Their
importance is that they reveal the practical challenges that accountable institutions and

Date Issue

20 May 2005 New terror financing report obligations

31 May 2005 The enforcement of 31 May 2005 deadline for client identification

and verification for high risk clients

30 June 2005 Enforcement of the 30 June deadline on client identification and

verification by the Management companies of collective investment

schemes 

31 Aug 2005 FIC Disclaimer against fraudulent schemes and advance fee fraud

(419 scams)

12 Sept 2005 Fighting crime and Congratulations to the FSB Executive Officer 

30 Sept 2005 The enforcement of the 30 Sept deadline for identification and

verification of medium risk clients by banks 

09 Dec 2005 FIC name abuse and fraudulent schemes

09 Dec 2005 Helping the FIC to fight crime in the interest of a safer South Africa
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members of the public confront in meeting their obligations under the FIC Act. These
queries and responses have also formed the basis for the FIC Frequently Asked
Questions (FAQs), which are posted on the Centre’s website, and can be accessed at
www.fic.gov.za. The first round of FAQs was published in March 2005. 

Skills Development

We have been actively involved in planning and developing an internal training
programme for compliance. This will develop into a year-long internship programme and
be aimed at recently-qualified graduates who are recruited into the Centre. This activity
will come to fruition in the coming year.

INTERNATIONAL

The Financial Action Task Force

In June 2005 South Africa assumed the Presidency of the Financial Action Task Force
under the chair of Professor Kader Asmal. This was the first time that a country from the
African continent had been given this honour in the 17 years of the FATF existence. The
Financial Intelligence Centre has throughout the period provided logistical, administrative
and professional support to the FATF President. Professor Asmal introduced a new
energy into FATF discussions and continuously strove to provide a ‘perspective from the
South’ in the work of the FATF and to remind the FATF that its work concerns more than
only the members of the organisation, who are predominantly from the developed world. 

During the South African Presidency the FATF sought to strengthen the global network
to combat money laundering and terrorist financing. Therefore, it was an achievement
for the FATF to get formal endorsement of its standards by the United Nations Security
Council in Resolution 1617 (2005) which “strongly urges all Member States to implement
the comprehensive, international standards” embodied in the FATF 40 Recommendations
on money laundering and the 9 Special Recommendations on terrorist financing.

Queries
April

2005

May

2005

June

2005

July

2005

Aug

2005

Sept

2005

Oct

2005

Nov

2005

Dec

2005

Jan

2006

Feb

2006

Mar

2006 Total

FIC 24 23 25 14 22 27 19 19 10 11 15 17 226

419 16 16 3 16 39 27 20 17 6 4 18 8 190

TOTALS 40 39 28 30 61 54 39 36 16 15 33 25 416
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As an extension of the strengthening of the global network, the focus of the FATF’s efforts
this past year has been on the enhancement of its partnerships with all the FATF-Style
Regional Bodies (FSRBs) and strengthened engagement with the 115 jurisdictions which
are members of those regional bodies, but are not themselves members of the FATF.  

Professor Asmal personally endeavoured to participate in as many of the annual meetings
of the various regions as possible. In the same context, the FATF also sought to further
enhance the role of the regional bodies within the FATF, initiating a process leading to their
recognition as “Associate Members” of the FATF. Their members will therefore be afforded
much greater participation in the processes within the FATF.

The Plenary meeting held in Cape Town in February 2006 became a practical example of
efforts to forge closer alliances with regional bodies, as a joint session was held with the
Eastern and Southern Africa Anti-Money Laundering Group. The two organisations explored
common issues and challenges faced by their members in implementing the FATF standards.
The FATF also undertook a joint typologies exercise with the Financial Action Task Force of
South America (GAFISUD) in Rio de Janeiro in December 2005.

The process to strengthen the global network to combat money laundering and terrorist
financing also involves expanding the membership of the FATF itself. The membership
process concerning the People’s Republic of China has been progressing steadily, while a
high-level visit was undertaken to India to assess its readiness to attaining observer status.
The FATF has begun to address the issue of opening up its membership to ensure a higher
degree of participation and geographical balance and to engender a greater sense of
ownership of the work against money laundering. 

A number of other initiatives were taken during the South African Presidency. For example:

• Nauru was removed from the list of Non-cooperative Countries and Territories (NCCT)
thanks to the progress made by this island nation, while the FATF also continued to
engage closely with Nigeria in order to ensure it implemented anti-money laundering
and financing of terror measures; 

• The FATF continued its third round of mutual evaluations and developed a more
streamlined process to enable it to settle into a steady rhythm in the discussion of its
reports;

• An example of an issue which was introduced into FATF discussion was an examination
of the devastating effects of money laundering linked with corruption. As a result a
Project Group was established to explore ways in which these links can be taken into
account more systematically in the FATF’s work;
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• The FATF embarked on a process of dialogue with the private sector, in which a
very successful first event was held involving representatives of financial
institutions and is being followed up by dialogue with certain categories of
designated non-financial businesses and professions; and 

• In continuing its efforts to address terrorist financing, the organisation also adopted the
text of an interpretative note on Special Recommendation VIII on non-profit organisations
which seeks to clarify the objectives and general principles underlying the
Recommendation.

The FATF Presidency will be handed over to Canada from June 2006. 

The Eastern and Southern Africa Anti-Money Laundering Group

The Eastern and Southern Africa Anti-Money Laundering Group is a Financial Action Task Force-
style regional body (“FSRB”) and was established in 1999. It consists of 14 member countries
in the region, namely: the Republics of Botswana, Kenya, Malawi, Mozambique, Mauritius,
Namibia, South Africa, Seychelles, Tanzania, Uganda, Zambia, Zimbabwe and the Kingdoms
of Lesotho and Swaziland. 

Member countries recognise that the prevalence of organised crime and the operation of criminal
syndicates in the region require a coordinated and dedicated response. The majority have signed
up to a memorandum of understanding which commits them to the following key objectives:

• Adopt and implement the anti-money laundering measures contained in the
Recommendations of the Financial Action Task Force; 

• Apply anti-money laundering measures to all serious crimes in their countries; 

• Implement any other measures contained in multi-lateral agreements relating to
money laundering; and 

• Implement initiatives to which they subscribe for the prevention and control of the
laundering of proceeds of all serious crimes.

In October 2005 the members held a special meeting of the Council of Ministers at which
the ministers adopted the 9 special Recommendations of the FATF and measures to
combat the financing of terrorism as part of the ESAAMLG memorandum of
understanding. Other areas of activity have included the development of a strategic plan
for the development of the organisation, including how to assist countries with their
implementation plans, a process to review the functioning of the secretariat and the
appointment of a new executive secretary. 
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Egmont Group of Financial Intelligence Units

The Egmont Group of Financial Intelligence Units held its 10-year Annual General Meeting in
Washington in June 2005. It now consists of the financial intelligence units from 104 countries.
The main purpose for the Egmont Group is to facilitate and enable the sharing of information
between financial intelligence units and development of expertise and meets three times a year
for this purpose. The Financial Intelligence Centre became a member in June 2003.

The Egmont Group is in the process of being transformed from an association of different
financial intelligence units into a structured organisation. Over the past year the members, under
the guidance of the Financial Transactions and Reports Analysis Centre of Canada, have been
involved in an intensive process to finalise a founding Charter, determine the subscription rules
of procedure and consider the establishment of a fulltime secretariat.   The organisation’s
activities are separated into various working groups such as the heads of financial intelligence
units committee, which has been dealing with the establishment of the organisation and
committees for legal, training, outreach and IT matters. An important aspect of Egmont Group
meetings is that they enable attendees consider practical matters concerning trends in money
laundering, as well as the ways in which authorities have dealt with combating these trends

ADMINISTRATION AND SUPPORT SERVICES

The Administrative Support Services division within the Centre provides a professional and
efficient financial management, human resource, administrative, information and
communication technology support for the Centre and its staff. We do seek to do this by
applying policies, procedures and systems for the following functions:

• Financial and Procurement management;

• Human Resources;

• Training and Skills development;

• Information and Communications Technology;

• Registry and Resource facilities; 

• Legal Services; and 

• Security. 

The Centre started off as a project within the National Treasury, but is now a fully functioning
“stand-alone” entity, thus requiring that all the policies, procedures and systems be applied
as required under legislation.
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Financial and procurement management

The Centre has received a budgetary allocation of R23m for the financial year 2005/2006.
This amount was increased with an inflationary rate applicable then. This amount was not
sufficient to cater for the year’s planned activities.

An approval was granted by the National Treasury to retain the accumalated surplus of
R77m, as at 31 March 2005. The retention of surplus enabled the Centre to meet its financial
needs which were driven mainly by the growth experienced.

Growth has been alluded to by other divisions like, increased number of STRs which required
enhanced systems, the more interaction with international stakeholders, the additional signed
memorandum of understanding and the 69% increase of human resources from the previous
year including the tools needed to enable them to carry their tasks effectively and efficiently.
These are some of the factors that contributed to the almost double expenditure in
comparison to the previous financial year 2004/2005: 

• No major tenders were awarded during the financial year under review; 

• Included in the Centre’s development and enhancements of the Communication and
Information Technology System, is the enhancement of the Financial and Procurment
system to align it to the requirements of all applicable legislations;

• A materiality framework for the audit of the Centre’s accounts was developed in 
consultation with the Office of the Auditor-General and approved. This was applied to
the financial review and no occurrences requiring action were identified; and

• The remuneration paid or receivable to the officials of the FIC, in the year under
review, is as follows:

Director 793 374
Senior management 3 026 585

3 819 959

Human Resources

The Human Resources section within the Centre has focussed on completing job
competency profiles, job evaluations and evaluating the remuneration framework of the
Centre.  We have also developed an induction programme for new staff to ensure that they
are provided with a systematic introduction to the work of the Centre on their arrival. This
includes an overview of the FIC Act and the functions of the Centre, including their own
respective responsibilities. 
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We also seek to identify the skills each staff member in order to fulfill his or her job description
and we then source training to enhance these skills. As a result, we are successfully plotting
a career path for each member of the Centre, thus enhancing our ability to retain staff
members, while also ensuring that they are able to contribute positively and dynamically to
the development of the organisation.

A continued focus of ours for the next financial year will be to provide training for all staff,
especially in the core areas of analysis and compliance monitoring. We believe this is an
important component of our vision, which is to create a sustainable and living organisation
in which the Centre becomes an employer of choice.  

A second area of focus for the forthcoming year, which flows out of our work this year, will
be to seek ways in which we may create further cohesion within the organisation. We shall
do this through improving communication between all staff members, creating integrated
teams from across different units within the Centre to focus on specific projects and to find
ways of capturing the vast array of information that is gained through the various interactions
with various stakeholders.

Training Engagements

Training and awareness is fundamental to creating a highly effective anti-money laundering
and combating of financing of terrorism strategy. To take the fight to organised crimes such
as money laundering and fraud, the Centre provided a range of training opportunities and
inputs into training programmes in the year under review. These are summarised below. 

The Law Faculty of the University of Johannesburg invited the Centre to participate in a
workshop on issues related to the combating of money laundering which was hosted for a
group of visiting Nigerian Judges in August 2005. Officials from the Centre’s Legal and Policy
division and that of Monitoring and Analysis participated in this exercise with presentations on
the South African anti-money laundering framework and the Centre’s role in relation thereto.

During October 2005 the Egmont Group of financial intelligence units, the United Nations
and the Eastern and Southern Africa Anti-Money Laundering Group hosted a joint training
exercise in South Africa for jurisdictions which are in the process of establishing financial
intelligence units. This was coordinated by the Centre’s Monitoring and Analysis division
with strong support from Legal and Policy and Compliance and Prevention. The training
focused on the role of financial intelligence units in relation to the 40 Recommendations of
the Financial Action Task Force and compliance issues respectively.

The National Prosecuting Authority presented a course on organised crime for public
prosecutors in October 2005. The Centre was invited to give a presentation on the legislative
framework pertaining to money laundering and the Centre’s role in relation to this framework.



28

DIRECTOR’S REPORT - continued

In November 2005 the Eastern and Southern Africa Anti-Money Laundering Group hosted a
mutual evaluation training workshop in Cape Town for 27 persons from most of the ESAAMLG
member countries. Personnel from all Divisions within the Centre were involved in all facets of
the workshop, including the administrative arrangements, presenting parts of the course material
and attending the workshop as course participants. 

The Compliance and Prevention division was invited by the Estate Agency Affairs Board to
attend and conduct presentations to estate agents at several of its provincial Imbizo’s. The
purpose was to reach out to estate agents and to provide them with an understanding of their
duties and obligations in terms of the FIC Act. A total of six Imbizos were attended by the Division
in the financial year under review and a total of 270 estates agents from the following regions
were present: Johannesburg, Bloemfontein, Pretoria, Port Elizabeth, Cape Town and Durban.
This is a continuing programme and remains a strong part of the Division’s work in the
forthcoming year. 

During the past year the Monitoring and Analysis division presented two different courses of
training to law enforcement officials, namely an Authorised Officer training programme and a
programme developed for Financial Investigators. These training programmes were aimed at
members of the South African Police Services (SAPS), Directorate Special Operations (DSO),
Asset Forfeiture Unit (AFU), National Prosecuting Authority (NPA), South African Revenue
Service (SARS), as well as for staff of the Financial Intelligence Centre (FIC). The objective was
to cultivate a good understanding of the application of money laundering legislation, as well as
the ability to investigate financial crimes.

The Authorised Officer training provided an understanding of the legislative requirements of the
FIC Act, as well as the process that should be followed in order to access information from the
FIC. Primary amongst its objectives is to ensure the confidentiality and integrity of the information
that is received by the Centre, as well as the manner in which that information is subsequently
used by the law enforcement authorities as part of their investigations. The training is designed
to enable the nominated officials to act as the nodal points for their respective institutions and
to facilitate information exchange. Authorised Officers are in a position to sanction and
authenticate any request made by their members to the FIC. Within the 2005/06 financial year
this training was presented to 62 members of different law enforcement agencies in South Africa. 

To compliment this understanding the training for Financial Investigators was introduced, which
is aimed at enhancing the criminal investigator’s knowledge of how to carry out financial
investigations. The content of the training covers aspects of money laundering, asset forfeiture
and confiscation and the application of the Prevention of Organised Crime Act, the Financial
Intelligence Centre Act and the Protection of the Constitution and Democracy and Terrorism and
Related Acts. Within the past financial year this training was presented to 32 members of different
law enforcement agencies in South Africa. It will continue to be presented to members of law
enforcement authorities in the forthcoming year.
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While these were all training activities provided by us to external stakeholders, the Centre
also continued to provide training opportunities to its staff. This is in keeping with our belief
that all Centre staff should have a common understanding of the  objectives of our work. It is
also our belief that we should ensure that staff have  constant opportunities to enhance and
upgrade their skills. During the past year we provided the following training opportunities to
staff, utilising the services of several companies and  individuals to assist us. 

Information and Communication Technology

The key tasks of the Information and Communications Technology (“ICT”) section in the
Centre are to implement, deliver and provide support of applications and network
infrastructure to contribute to the efficient and effective manner in which the Centre is able
to implement its mandate. Many of the network services are provided and managed by
National Treasury staff in conjunction with the Centre’s ICT section. 

Our responsibilities require that we manage for the Centre the ICT plans and strategies for
current and all planned future areas of technology, managing the infrastructure and facilities,
supporting the use of workstations, laptops, software, networks and file servers and
maintaining software, database and web applications. This year we set up application servers
to run independently of National Treasury to enable the Centre to better manage its human
resources, finance and various resource and library material. 

During the year we developed and made available a batch application to enable accountable
and reporting institutions to capture and send unusual and suspicious transactions reports
in batch format to the FIC. Three major banks are now using this tool and are sending their
reports via secured e-mail connection. The application will be made available more
extensively during the next financial year.

A major area of work has been to develop an approach for the new FIC IT system. The
approach we have chosen for this systems development has been to engage separate
instances of external expertise for preparing the requirements specifications, the design of
the new systems and then to build and implement the new system.

Training Provided Numbers of staff who benefited 

Human Resource management 6

Financial Management and Procurement 6

Information Technology 10

Office Administration 11

Compliance 23

Report Writing, Communications 63

Analysis Development 19

Life skills and personal finance 34

29
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The exercise to assess the Centre’s functional and systems requirements was started in June
2005 and was completed in January 2006. Then, late in the year, we issued an invitation tender
to engage expertise for the detailed design of the system and to project manage the development
and building process. The detailed design work began in this financial year and will be complete
within six months. 

The forthcoming period will present us with many serious challenges. In the immediate future,
the Centre is planning to move to a new location which will require a network infrastructure
running independently of National Treasury and built to cater for the full range of business
requirements of the Centre. We shall have to effect this move with the least possible disruption
to the work of the Centre. As always we shall ensure that all IT and communications systems
and services are always available as per user requirements and continue to trouble shoot user
problems.

Moreover, we have a massive challenge in the process to scope the new ICT systems and to
manage the process led by the technical teams. Our oversight role includes provision of quality
assurance on all draft documents prepared by the technical teams. We also need to manage
the outputs and products against the given timelines for delivery.

Within the contexts of a move to a new location and the development of the new IT system, we
will continue installing and testing new applications. We also have an overriding responsibility
to ensure that network and physical security of all IT matters is maintained at the highest possible
level.

In order to ensure that the Division continues to provide relevant technologies, additional staff
members will be employed in the next financial year.

CHALLENGES AND PLANS FOR THE FINANCIAL INTELLIGENCE CENTRE DURING
THE FORTHCOMING PERIOD

As the FIC continues to consolidate and grow into an institution able to fully deliver on its
mandate, there are several important challenges facing us during the next year. 

The Monitoring and Analysis division eagerly anticipates further development and growth in
the year ahead. Firstly, we look forward to receiving a number of additional secondees from
law enforcement agencies, which will strengthen our skills base, as well as enhance the
relationship with these authorities. We shall also start receiving significant feedback on our
referrals to them so that we may be in a position to provide more accurate comments to
accountable and reporting institutions. This will also assist us to develop money laundering
and terror financing trends and indicators unique to the South African environment.
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Various pilot programmes will be rolled out jointly with the Compliance and Prevention
division to test aspects of the legislative reporting requirements set out in the FIC Act
which have yet to be promulgated. These include the requirements for cash threshold
reporting, electronic funds transfer and cross-border reporting regimes. Many interactions
with stakeholders will be required in order to scope out information technology solutions,
the resources required and processes needed to enact these sections of the FIC Act.

Now that we have confirmed the various business processes, work has started on
conceptualising and scoping the information technology system which will be required to
phase in these new reporting regimes. We shall also be able to use our experience to
improve the existing systems. 

We intend to sign memoranda of understanding with more financial intelligence units on
the basis of those who have been identified as priorities. We also hope to sign service
level agreements with our various law enforcement authority partners in the spirit of
enhanced cooperation and preparedness to work together to combat financially-motivated
crime.

If the last year for us was one of development and improvement, then the next year for
the Monitoring and Analysis division will be one dedicated to consolidation and deepening
our work.

A primary objective remains the need to identify the proceeds of crime and terror finance.
We shall continue to expend effort to timeously capture, analyse and refer reports against
clear business processes. Linked closely to this function will be our ability to effectively
exchange information with law enforcement and other financial intelligence units. We
shall maintain procedures to do and to manage this process carefully, respecting all
issues of confidentiality and the integrity of the information. 

We shall also seek to prevent and reduce money laundering and terrorist financing
activities. This means we shall further enhance our efforts to monitor levels of compliance
attained by the accountable institutions, as well as assess the ability of the supervisory
bodies to monitor these institutions. Another aspect of this work will be for us to continue
considering the factors impacting on a risk-sensitive approach to anti-money laundering
and terrorist financing policies and measures.

There remain aspects of the FIC Act which have yet been promulgated, especially in
relation to the various reporting requirements. The Centre shall be piloting the introduction
of these requirements during the forthcoming year. 
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A separate, but closely related, component of preventive work is to increase awareness
amongst accountable institutions and the public more generally. The Centre will therefore
conduct an exercise to formulate a communication and marketing strategy and make
proposals regarding the appropriate capacity requirements. 

The Centre will develop an amendment of the FIC Act to factor administrative
enforcement elements, as well as those amendments after a review of three years of
implementation and changed international standards. This is an important element as we
start preparing for the South African mutual evaluation by the FATF which is due to take
place in late 2007. 

We shall continue to provide advice to Minister of Finance in respect of anti-money
laundering and combating of financing of terrorism matters.

In order to meet and live up to the international obligations and commitments required of
Government policy and the effectiveness of the Centre, we shall continue to participate
in international bodies and fora, engaging with policy issues and implementation practices
- which means actively participating in the meetings and activities of the Financial Action
Task Force, the Eastern and Southern Africa Anti-Money Laundering Group and the
Egmont Group of financial intelligence units.

It is also important that we vigorously strive to build a sustainable organisation which can
enable us to meet all of these objectives for the foreseeable future. There are many
different but interlinked dimensions to this. For example, we shall need to locate new
office space and effect a move, develop and implement the new FIC IT master systems,
improve information and physical security, implement effective Human Resource policies
and processes and continue to implement effective financial management systems.

We have begun the process of appointing an internal audit service provider and audit
committee members, which should be operational and fully functional, respectively, by the
end of the second quarter in the financial year 2006/2007.

A process of developing a Risk Managment strategy for the Centre is already under way
and will be rolled out in the middle of the second quarter in the financial year 2005/2006.
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FINANCIAL HIGHLIGHTS

REVENUE 2006 2005

R’000 % R’000 %

Parliamentary allocation 23 617 82.33% 21 866 82.89%

Other income 200 0.70% 29 0.11%

Interest received      4 869 16.97% 4 485 17.00% 

28 686 100.00% 26 380 100.00%

EXPENDITURE

Amortisation 263 0.81% 79 0.51%

Depreciation 1 220 3.74% 609 3.91%

Other operating costs 12 878 39.52% 6 008 38.63%

Professional Fees 1 554 4.77% 972 6.25%

Staff costs 16 668 51.16% 7 887 50.70%

32 583 100.00% 15 555 100.00%

Operating expenditure
(excl non-cash items)

30 834 15 059 

Capital expenditure 2 787 1 472

Total cash outflow 33 621 16 531

Total cash outflow % to 

Parliamentary 
allocation

142% 77%
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Objectives Key performance areas Key performance indicators Target Actual

Identification of

proceeds of crime

and terror finance

Timeously capture,

analyse and refer

reports against clear

business processes 

For the collection, analysis and

dissemination of reports increase

the number of suspicious

transaction reports

Increase number of

STRs from previous

year

19 793 STRs received,

which represents 26%

increase year-on-year

Information provided for

typologies research 

Complete information

in Q3 of 2005/2006

Information provided

Exchange of

information

Effectively manage

domestic and

international exchange

of information

Access to databases for

information

6 databases by end

of Q2 2005/06

Implemented 7 direct

access and 2 indirect

access

Provision of feedback requests to

Law Enforcement Agencies and

other stakeholders

Four (4) meetings per

year

Held all meetings. 

Meeting held with largest

reporting institutions

Conclude various Memorandum

Of Understanding (MOU) with

both internal and external

stakeholders

6 internal MOUs

10 international FIUs

2 African MOUs

None

6 international MOUs

1 African MOU

Finalise strategy regarding

information sharing internationally

and integration of EGMONT

procedures into FIC operational

policies and procedures

100% complete by

Q3 

Strategy finalised in

June 2005

Participate in EGMONT activities Attend annual

plenary meeting, and

two (2) working group

meetings

Attended all

Policy formulation

and implementation

Begin process to amend

FICA

Draft paper to be developed Q3 Q4 2005/2006

Prepare for SA Mutual

Evaluation

Completion of Cthe first draft of

assessment questionnaire

By end of Q3

2005/2006

Deferred for a year

Undertake strategic

research and typologies

in order to impact on

policy development

Complete current research

projects

By end of Q2

2005/2006

Achieved

Monitoring of

compliance

Monitor compliance

performance of reporting

institutions, supervisory

bodies and other bodies

Review quality and levels of

reporting for STRs and

application of internal rules

On-sites visits and

surveys to assess

compliance

implementation

Achieved

Assisted with on-site of 5

banks, October 2005.

Met all supervisory

bodies.

Met several industry

stakeholders, including

Estate Agents and

Casinos
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Objectives Key performance areas Key performance indicators Target Actual

Develop Guidance Notes for

reporting institutions

Guidance Note no 3

to be completed Q3

Guidance Note no 3

Gazetted July 2005

Undertake on-site exam-

inations and inspections 

Undertake inspections of banks

and other financial institutions

3 inspections for

2005/2006

Achieved

Begin process to

develop risk based

compliance framework

Engage on risk based approach

with major stakeholders

Hold conference by

end Q1 2005/2006

Conference held July

2005

Develop plan for

establishment of the FIC

compliance monitoring

inspectorate

Finalise implementation plan for

Inspectorate

Establish capacity for

Inspectorate by Q4

2005/2006

Achieved

International

engagements

(strategic, 

operational and

technical)

Participate in and sup-

port EGMONT,

ESAAMLG, FATF and

other international

requests

Participate in EGMONT activities Attend three (3)

EGMONT meetings

and provide one (1)

training session

Achieved

Participate in ESAAMLG activities Two (2) task force of

senior officials

meetings 

One (1) council of

Ministers meeting

One (1) typology

meeting

Four strategic

planning of

secretariat sessions

Provide training

Achieved all

Participate in FATF activities Three (3) meetings of

steering group

Maximum six (6)

plenary, working

group and Typology

workshop meetings

Maximum of two (2)

meetings of FATF

Secretariat Advisory

Group

Achieved all

One (1) Mutual

evaluation

Achieved

Host FATF Presidency Assume Presidency June 2005

for next year

Achieve objectives

for successful

Presidency

Achieved

Host successful plenary meeting,

Cape Town 2006

Successful plenary

meeting held

12 – 17 February 2006

with 469 attendees

Preventative role Develop framework for

new reporting regimes

Prepare for terror finance reporting,

cash threshold and cross border

reporting requirements

Complete preparation

Q4

Achieved – terror

financing reporting from

20 May 2005
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Objectives Key performance areas Key performance indicators Target Actual

Implement public

awareness campaigns

Communication in various media Adverts, stories run in

media Q2 – Q4

Achieved

8 media announcement /

advertorials placed in

various media

Provide training

externally

Hold minimum of 1 Financial

Investigation course in each key

SA region

Eight (8) courses in

six (6) regions by end

Q3

1 Financial Investigators

training course delivered

for 32 participants from

law enforcement in Q2

Hold Authorised Officer road show

in key regions

Eight (8) courses in

six (6) regions by end 

Q3

Authorised Officers

training in 3 regions with

62 participants by Q4

Hold training for Estate Agents Nine courses, 1 in

each province

Estate Agents training in

6 provinces for 270

estate agencies Q3

Advisory role Advisory role to Minister

and to Cabinet

Provide advice to Cabinet and

government stakeholders

Comments on key

documents - ongoing

Achieved

To build a

sustainable

organisation

To build the culture and

values of FIC and

enhance internal

communication

Commencement of organisational

development and implement

various training interventions

By end Q3

Adopted values,

mission and vision of

FIC; provision of

skills training

Achieved and ongoing

training provided for staff

To develop and

implement effective and

relevant HR policies and

systems

Complete competency profiles,

job evaluations and remuneration

framework

100% completed by

end Q2

Achieved

Functional financial

policies and systems

Implement and maintain good

financial management with budget

manual developed and

implemented

100% functional by

Q1

Approved appropriation

by NT to end of 2008

Implement a new fully intergraded

financial system

By end Q1 80% complete at end of

March 2006

Implement procurement policies

and procedures that are fair,

equitable and effective

Finalise reviewed

procurement policies

and practices

Adopted amended

policies December 2005

with standard operating

procedures

Internal risk management strategy Commence by Q5 Done March 2006

Relocate Head Office

and establishment of

regional offices

Prepare relocation plan and seek

location options

Approved plan Q2

2006/2007

Pending

Establish regional office

for FATF Presidency

Establish Cape Town regional

office to house FATF Presidency

By end Q2 Achieved

IT Master System Plan

conceptualised 

IT Master System Plan

conceptualised and scoped 

To be approved by

Q3

Approved Q4

Plan for the implementation of

MSP

To be approved by

Q3

Approved Q4
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF FINANCIAL INTELLIGENCE CENTRE FOR THE 
YEAR ENDED 31 MARCH 2006

1. AUDIT ASSIGNMENT

The financial statements as set out on pages 42 to 60, for the year ended 31 March 2006,
have been audited in terms of section 188 of the Constitution of the Republic of South
Africa, 1996, read with sections 4 and 20 of the Public Audit Act, 2004 (Act No 25 of 2004)
and section 15 of the Financial Intelligence Centre Act, 2001 (Act No 38 of 2001) 
(FIC Act). These financial statements are the responsibility of the accounting authority.
My responsibility is to express an opinion on these financial statements, based on the
audit.

2. SCOPE

The audit was conducted in accordance with the International Standards on Auditing
read with General Notice 544 of 2006, issued in Government Gazette no 28723 of 10
April 2006 and General Notice 808 of 2006, issued in Government Gazette no 28954
of 23 June 2006. Those standards require that I plan and perform the audit to obtain
reasonable assurance that the financial statements are free of material misstatement. 

An audit includes:

• examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements

• assessing the accounting principles used and significant estimates made by
 management

• evaluating the overall financial statement presentation.

I believe that the audit provides a reasonable basis for my opinion.

3. BASIS OF ACCOUNTING 

The entity’s policy is to prepare financial statements on the basis of accounting determined
by the National Treasury, as described in note 1 to the financial statements.

4. AUDIT OPINION

In my opinion, the financial statements present fairly, in all material respects, the 
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF FINANCIAL INTELLIGENCE CENTRE FOR THE 
YEAR ENDED 31 MARCH 2006 - continued

financial position of the Financial Intelligence Centre at 31 March 2006 and the results
of its operations and its cash flows for the year then ended, in accordance with the
basis of accounting determined by the National Treasury of South Africa, as described
in note 1 to the financial statements, and in the manner required by Public Finance
Management Act, 1999 (Act No 1 of 1999) (PFMA).

5. EMPHASIS OF MATTER

Without qualifying the audit opinion, attention is drawn to the following matter(s):

5.1 Non-compliance with the PFMA and Treasury Regulations

5.1.1 Strategic plan

The proposed strategic plan which must be submitted annually for approval
by the relevant executive authority was not submitted as required by TR
30(1)(1) and TR30(1)(2). A draft strategic plan was made available for audit
purposes. The performance information as required by PFMA Section
55(2)(a) was therefore audited against a draft strategic plan.

5.1.2 Risk management

The risk management plan as required by the PFMA section 51(1)(a)(i) and
TR 29(1)(1) was not submitted.

5.2 Control environment

Notwithstanding the measures implemented by management to address the
requirements of GRAP 1, 2 and 3 and SA GAAP, significant audit adjustments
were processed to the annual financial statements initially submitted for audit
purposes.

There remains a need to strengthen control measures within the finance
department in respect of the financial transaction processing environment.
Management has indicated that processes and procedures to address this issue
will be put into place in the near future.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF FINANCIAL INTELLIGENCE CENTRE FOR THE 
YEAR ENDED 31 MARCH 2006 - continued

6. APPRECIATION

The assistance rendered by the staff of Financial Intelligence Centre during the audit is
sincerely appreciated.

GO Randall
for Auditor-General

Pretoria
31 July 2006
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ANNUAL FINANCIAL STATEMENTS
31 March 2006

The Annual Financial Statements for the year ended 31 March 2006, set out in pages 42
to 60 have been approved by the Accounting Authority in terms of section 51(1) of the
Public Finance Management Act, No 1 of 1999 on 31 May 2006, and are signed on their
behalf by:

____________________ _______________________
Murray Michell - Director Alice Puoane - CFO
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Statement of financial performance for the year ended 31 March 2006

Note 2006 2005
R’000 R’000

Revenue

Total Revenue 23 817 21 895 

Parliamentary allocation 2 23 617 21 866 

Other income 3 200 29 

Expenses 32 583 15 555

Amortisation 6 263 79 

Depreciation 7 1 220 609

Other operating costs 4 14 432 6 980

Staff costs 5 16 668 7 887 

(Deficit) / surplus from operations (8 766) 6 340 

Interest received 4 869 4 485 

Loss on forex (1) - 

Net (deficit) / surplus for the year (3 898) 10 825 
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Statement of financial position as at 31 March 2006

Note 2006 2005
R’000 R’000

ASSETS

Non-current assets 3 112 1 808  
Intangible assets 6 214 388 
Property, plant and equipment 7 2 898 1 420 

Current assets 72 060 77 514 
Accounts receivables 8 113 499 
Prepayments 9 124 246 
Cash and cash equivalents 10 71 823 76 769 

TOTAL ASSETS 75 172 79 322 

LIABILITIES

Current liabilities 2 330 2 582 
Accounts payable 11 643 1 913 
Provisions 12 1 687 669 

TOTAL LIABILITIES 2 330 2 582 

NET ASSETS 72 842 76 740 

NET ASSETS

Accummulated surplus 72 842 76 740 

72 842 76 740 



44

ANNUAL FINANCIAL STATEMENTS
Statement of changes in net assets for the year ended 31 March 2006

Accumulated
surplus

R’000

Balance at 31 March 2004 65 915 

Net surplus for the year 10 825 

Balance at 31 March 2005 76 740 

Net deficit for the year (3 898)

Balance at 31 March 2006 72 842 
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Cash Flow Statement for the year ended 31 March 2006

Note 2006 2005
R’000 R’000

CASH FLOW FROM OPERATING ACTIVITIES

Cash receipts 24 325 21 759 

Cash paid to suppliers and employees (31 353) (13 185)

Cash generated from operations 13 (7 028) 8 574

Interest received 4 869 4 485 

Net cash (outflow) / inflow from operating activities (2 159) 13 059 

CASH FLOW FROM INVESTING ACTIVITIES

Additions to intangible assets 6 (89) (459)
Additions to property, plant and equipment 7 (2 698) (1 013)

Net cash outflow from investing activities (2 787) (1 472)

Net (decrease) / increase in cash and cash equivalent (4 946) 11 587 

Cash and cash equivalents at beginning of year 76 769 65 182 

Cash and cash equivalents at end of year 10 71 823 76 769 
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Accounting policies to the Annual Financial Statements for the year ended 
31 March 2006

1. BASIS OF PREPARATION

The financial statements are prepared in accordance with the South African
Statements of Generally Accepted Accounting Practices (GAAP) including any
interpretations of such statements issued by the Accounting Practices Board, with
the prescribed Standards of Generally Recognised Accounting Practices (GRAP)
issued by the Accounting Standards Board replacing the equivalent GAAP statement
as follows:

The recognition and measurement principles in the above GRAP and GAAP Statements
do not differ or result in material differences in items presented and disclosed in the
financial statements. The implementation of GRAP 1, 2 & 3 has resulted in the following
significant changes in the presentation of the financial statements:

1. Terminology differences:

2. The cash flow statement can only be prepared in accordance with the direct method.

Standard of GRAP Replaced Statement of GAAP

GRAP 1: Presentation of financial 
statements

AC101: Presentation of financial 
statements

GRAP 2: Cash flow statements AC118: Cash Flow Statements

GRAP 3: Accounting policies, changes 
in accounting estimates and errors

AC103: Accounting policies, changes in
accounting estimates and errors

Standard of GRAP Replaced Statement of GAAP

Statement of financial performance Income statement

Statement of financial position Balance Sheet

Statement of changes in net assets Statement of change sin equity

Net assets Equity

Surplus/deficit for the period Profit/loss for the period

Accumulated surplus/deficit Retained earnings

Contributions from owners Share capital

Distributions to owners Dividends

Reporting date Balance sheet date
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Accounting policies to the Annual Financial Statements for the year ended 
31 March 2006 - continued

3. Specific information such as:
a) Receivables from non-exchange transactions, including taxes and transfers;
b) Taxes and transfers payable;
c) Trade and other payables from non-exchange transactions; must be presented 

separately on the statement of financial position

4. The amount and nature of any restrictions on cash balances is required to be disclosed

Paragraph 11 - 15 of GRAP 1 has not been implemented as the budget reporting 
standard is in the process of being developed by the international and local standard
setters. Although the inclusion of budget information would enhance the usefulness of
the financial statements, non-disclosure will not affect fair presentation.

Revenue is recognised on an accrual basis and represents the amounts received and
receivable by the FIC. Initial recognition of revenue does not include uncollectable
amounts in the estimate.

In terms of section 14 of the Financial Intelligence Centre Act, 2001 (Act no 38 of 2001),
FIC will be funded by :

- Money appropriated annually by Parliament;

- Government grants; and

- Legally acquired donations approved by the Minister of Finance.

1.1 Financial instruments

The financial instruments recognised in the balance sheet consists of cash at bank and
cash equivalents, accounts receivable and accounts payable. The carrying amounts of
these financial instruments, net of provision for losses, approximate their net fair value:

- Cash and cash equivalents are measured at fair value;

- Accounts receivable are subject to normal trade credit terms and provisions are
made for long outstanding amounts; and

- Accounts payable are subject to normal trade credit terms and relatively short
payment cycle.
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Accounting policies to the Annual Financial Statements for the year ended 
31 March 2006 - continued

1.2 Leases

Leases are classified as operating leases where substantially all the risks and rewards
of ownership are not transferred to the lessee and, therefore remain with the lessor.
Operating lease expenses are charged against surplus on a straight line basis over the
term of the lease.

1.3 Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated depreciation.
Depreciation is calculated on a straight-line basis to write off the cost of each asset to
its residual value over the estimated useful life.

The annual depreciation rates used are:

- Computer equipment 33.33%

- Furniture 16.66%

- Office equipment 20.00%

- Fixtures & fittings 16.66% - 20%

Where the carrying amount of an asset is greater than its estimated recoverable amount,
it is written down immediately to its recoverable amount.

Gains and losses on disposal of property, plant and equipment are determined by 
reference to their carrying amount and are taken into account in determining the
operating profit.

1.4 Intangible assets

Intangible assets comprise of identifiable, non-monetary assets without assets physical
substance. An intangible asset is recognised when it is probable that the expected
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Accounting policies to the Annual Financial Statements for the year ended 
31 March 2006 - continued

future economic benefits that are attributable to the asset will flow to the entity and the cost
of the asset can be measured reliably. After initial recognition, intangible assets shall be
carried at their respective costs less any accumulated amortisation and any accumulated
impairment losses.

Amortisation is calculated on a straight line basis to allocate the depreciable amount of
the intangible assets on a systematic basis over the useful life.

The annual depreciation rates used are:

- Computer software 50.00%

1.5 Taxation

The Financial Intelligence Centre is exempt from income tax in terms of provisions of
section 10(1)(cA)(I) of the Income Tax Act.

1.6 Revenue recognition

1.6.1Income
Revenue is recognised on an accrual basis and represents the amounts received
and receivable by the FIC. Initial recognition of revenue does not include
uncollectible amounts in the estimate.

In terms of section 14 of the Financial Intelligence Centre Act, 2001 (Act No 38
of 2001), FIC will be funded by :

- Money appropriated annually by Parliament;

- Government grants; and

- Legally acquired donations approved by the Minister of Finance.
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Accounting policies to the Annual Financial Statements for the year ended 
31 March 2006 - continued

1.6.2 Interest income
Interest is recognised on a time proportion basis as it accrues, unless 
collectability is in doubt.

1.7 Employee entitlements

1.7.1 Short term employee benefits
The cost of short term employee benefits is recognised during the period in which
the employee renders the related service. Employee entitlements to annual leave
are recognised when they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services rendered by employees
up to the statement of financial position date.  The provision has been calculated
at undiscounted amounts based on the  current salary rates.

1.7.2 Termination benefits
Termination benefits are recognised and expensed only when the payment is
made.

1.7.3 Retirement benefit costs
The FIC contributes to a defined contribution plan in respect of services, the 
contribution are recognised in the staff costs.

1.8 Accumulated surplus

FIC is allocated an annual budget by Parliament to fund its activities as defined by the
Financial Intelligence Centre Act. It has to apply for retention of its surplus from the
National Treasury.

1.9 Cash and Cash equivalents

Cash includes cash on hand and cash with Banks. For the purposes of cash flow
statement, cash and cash equivalents comprise cash on hand and cash held in the bank.
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1.10 Provisions

Provisions are recognised when the FIC has a present legal or constructive obligation
as result of past events, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate of the amount
of the obligation can be made. Provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.
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2006 2005
2. PARLIAMENTARY ALLOCATION R’000 R’000

Parliamentary allocation 23 617 21 866

Parliament allocates an amount to the
Financial Intelligence Centre in terms of 
an approved budget submission.

3. OTHER INCOME

Recoveries 200 29

4. OTHER OPERATING COSTS

Accounting fees - 684 
Administration fees 125 13 
Audit fees 302 150 
Advertising 159 232 
Advisory services 7 - 
Bank charges 34 21 
Cleaning expenses 9 - 
Computer costs 2 064 572 
Conferences 64 20 
Courier & postage 6 3 
FATF Presidency 1 389 463 
Office consumables and refreshments 232 46 
Printing & stationery 226 291 
Insurance 86 79 
Lease costs 107 - 
Legal fees 10 - 
Media, subscriptions and library 583 469 
Membership fees 195 170 
Public Awareness 1 029 249 
Professional fees 1 544 288
Balance c/fwd 8 171 3 750
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2006 2005
R’000 R’000

Balance b/fwd 8 171 3 750
Rent paid 332 - 
Research costs 236 399 
RSC Levies 47 19 
Recruitment & placement cost 586 176 
Telephones, fax and internet 418 151 
Subsistence and accommodation - local 313 141 
Subsistence and accommodation - overseas 583 361 
Travel - local 754 484 
Travel - international 1 732 1 021 
Staff training 683 335 
Workshop 21 134 
Written off small assets 25 9 
Parking - staff 16 - 
Redeployment costs 223 - 
Refurbishment costs 149 - 
Repairs & maintenance 108 -
Water & electricity 35 - 

14 432 6 980 

5. STAFF COSTS

Salary costs 13 428 7 028 
Bonus performance 1 332 580 
Group life 204 23 
Medical aid contributions 547 47 
Provident fund 1 107 180 
Unemployment Insurance Fund 50 22 
Worksmen Compensation - 7 

16 668 7 887
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2006
R’000

6. INTANGIBLE ASSETS
Computer
Software    

31 March 2006

Net carrying value - opening 388  
Cost - opening 468   
Accumulated amortisation - opening (80)

Additions 89 

Amortisation (263)

Net carrying value - closing 214 
Cost - closing 557 
Accumulated amortisation - closing (343)

31 March 2005

Net carrying value - opening 8 
Cost - opening 9 
Accumulated amortisation - opening (1)

Additions 459 

Amortisation (79)

Net carrying value - closing 388 
Cost - closing 468 
Accumulated amortisation - closing (80)
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7. PROPERTY, PLANT AND EQUIPMENT

31 March 2006

Net carrying value - opening
Cost - opening
Accumulated depreciation - opening
Additions
Disposal - carrying value
Cost - disposal
Accumulated depreciation - disposal
Depreciation
Net carrying value - closing
Cost - closing
Accumulated depreciation - closing

31 March 2005

Net carrying value - opening
Cost - opening
Accumulated depreciation - opening
Additions
Depreciation
Net carrying value - closing
Cost - closing
Accumulated depreciation - closing

The opening balance for furniture, which is mainly fixtures, has been reallocated to fixtures
and fittings. The depreciation is not affected because the rate applied to both classifications
is the same.

894 454 72 - 1 420 

1 985 508 73 - 2 566 

(1 091) (54) (1) - (1 146)

546 465 1 206 481 2 698 

- - - - - 

(140) - - - (140)

140 - - - 140 

(775) (164) (219) (62) (1 220)

665 755 1 059 419 2 898 

2 391 973 1 279 481 5 124 

(1 726) (218) (220) (62) (2 226)

956 60 - - 1 016 

1 475 78 - - 1 553 

(519) (18) - - (537)

510 430 - 73 1 013 

(572) (36) - (1) (609)

894 454 - 72 1 420 

1 985 508 - 73 2 566 

(1 091) (54) - (1) (1 146)

Computer Office Fixtures
Furniture TotalHardware Equipment & Fittings
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2006 2005
R’000 R’000

8. ACCOUNTS RECEIVABLE

Interest receivable 29 423 
Staff debtors 5 31 
Deposits 18 - 
Salary related debtors 20 - 
Sundry Debtors 41 45 

113 499 

9. PREPAYMENTS

Subscriptions 22 160 
Insurance 52 42 
Membership fees 50 44 

124 246 

10. CASH AND CASH EQUIVALENTS

Cash at bank 2 998 76 768 
Cash on deposit 68 823 - 
Cash on hand 2 1 

71 823 76 769

For the purposes of the cash flow statement, cash and cash equivalents comprise cash
on hand and cash held in the banks.

11. ACCOUNTS PAYABLE

Accruals 637 1 630 
Salary related accruals 6 283 

643 1 913
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12. PROVISIONS

Provision for Leave 355 89 
Opening balance 89 281 
Movement in provision 266 (192)
Provision for performance bonuses 1 332 580 

1 687 669 

13. RECONCILIATION OF SURPLUS TO CASH 
GENERATED BY OPERATIONS

(Deficit) / surplus for the year (3 898) 10 825 

Adjustments for :
Amortisation 263 79 
Depreciation 1 220 609 
Leave provision 266 (192)
Interest received (4 869) (4 485)

Operating (deficit) / surplus before working (7 018) 6 836
capital changes

Working capal changes:

Increase / (decrease) in accounts receivable 508 (136)
(Decrease) / increase in accounts payable (518) 1 874 
Cash generated by operations (7 028) 8 574

14. OPERATING LEASE

Not later than one year 76 60 

Later than one year and not later than five years 60 65 
136 125
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The operating lease expenses are for the following:

Photocopy equipment 1:

The operating lease is the rental of photocopying equipment. The lease agreement
was entered into effective 1 August 2003 and was estimated to be operational for a
period of three years, expiring on 30 April 2005. Thereafter this agreement will
remain inforce for further 12 (twelve) month period unless terminated by either party
giving o the other not less than 30 (thirty) days written notice by registered post.
The lease contract was not renewed and runs on a month to month basis.

Photocopy equipment 2:

The operating lease is the rental of photocopying equipment. The lease agreement
was entered into effective 8 June 2004 and will be operational for operational for a
period of three years, expiring on 31 May 2007. Thereafter this agreement will
remain in force for further 12 (twelve) month period unless terminated by either
party giving to the other not less than 30 (thirty) days written notice by registered
post. The remaining contract period is fourteen months.

Photocopy equipment 3:

The operating lease is the rental of photocopying equipment. The lease agreement
was entered into effective 15 June 2005 and will be operational for operational for a
period of three years, expiring on 15 June 2008. Thereafter shall continue for a further
period of one year subject to six months written notice, which notice shall expire at the
end of the original term or at the end of any subsequent anniversary of the original
term. The remaining conract period is twenty six months.

15. ACCUMULATED SURPLUS

Approval to retain the accumulated surplus for the financial year ended 31 March 2004
was received on the 31 August 2004 from the National Treasury for the amount of 
R66 million.

Approval to retain the accumulated surplus for the financial year ended 31 March 2005
was received on the 28 March 2006 from the National Treasury for the amount of 
R76 million.
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1. BACKGROUND

This framework is in terms of the Treasury Regulation 28.1.5 and the Public Finance
Management Act (PFMA). The sections from the PFMA applicable are:

• Section 50
Fiduciary duties of the Accounting Authority;

• Section 54
Information to be submitted by the Accounting Authorities; and

• Section 55
Annual report and financial statements

SAAS 320.03 defines materiality as follows:

“Information is material if its omission or misstatement could influence the economic 
decisions of users taken on the basis of the financial statements. Materiality depends on the
size of the item or error judged in the particular circumstances of its omission or
misstatement. Thus, materiality provides a threshold or cut-off point, rather than being a 
primary qualitative characteristic which information must have if it is to be useful.”

We are dealing with this framework under two main categories, quantitative and qualitative
aspects thereof. 

2. QUANTITATIVE ASPECTS

The materiality figure as determined by the external auditors will be applicable for the year
under review.

3. QUALITATIVE ASPECTS

Items or transactions may be material not due to the amounts involved, but on qualitative
grounds. These qualitative grounds may include amongst other the following:

• Participation in new ventures that the FIC has entered into;

• Any acquisition and disposal of shareholding in a company;

• Acquisition of assets in excess of the approved budget;
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• Disposal of assets in excess of 20% of the FIC’s assets;

• All disclosures required by law;

• Unusual transactions entered into that are not of a repetitive nature and are 
disclosable purely due to the nature thereof due to knowledge thereof affecting the
decision making of the user of the financial statements;

• Transactions entered into that could result in reputational risk to the FIC;

• Any fraudulent or dishonest behaviour of an officer or staff of the FIC at senior or
management level; and

• Procedures/processes required by legislation or regulation (e.g. PFMA and the Treasury
Regulations).
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