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To the Minister of Finance, Mr Pravin Gordhan: 

I have the honour of submitting to you the annual report of the  
Financial Intelligence Centre for the period 1 April 2011 to 31 March 2012. 

Murray Michell 
Director

Financial Intelligence Centre
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general information
MiSSioN, viSioN aND vaLueS

1. 
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MiSSioN
To establish and maintain an 
effective policy framework and 
operational capability to oversee 
compliance with the Financial 
Intelligence Centre Act, and 
to provide high-quality, timely 
financial intelligence for use in the 
fight against crime.

viSioN
To be the leading player in 
aggressively combating money 
laundering and the financing of 
terrorism for the benefit of South 
Africa; to earn trust, respect and 
support based on the quality 
of financial intelligence that we 
provide; and to ensure loyalty and 
organisational sustainability by 
recognising the achievements of  
our staff.

vaLueS  

The FIC strives to:

· Demonstrate integrity, respect, 
honesty, trust, humility and 
loyalty in everything that we do

· Conduct our work with pride 
and discipline, accepting 
accountability and being 
prepared to go “the extra mile”

· Strive for excellence and 
professionalism – not only 
identifying problems, but 
providing solutions 

· Value individual staff and provide 
space for creativity and growth

· Maintain strong relationships 
with stakeholders and partners 

· Ensure the security of 
organisational assets and 
information.
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LeGiSLative MaNDate 

The FIC was established in terms of the Financial Intelligence Centre Act (38 of 2001) 
(the FIC Act) as amended in 2008. The FIC Act works in concert with the Prevention 
of Organised Crime Act (1998) and the Protection of Constitutional Democracy 
against Terrorist and Related Activities Act (2004). The FIC Act establishes the FIC and 
introduces obligations on financial institutions and other businesses deemed vulnerable 
to money laundering. The Prevention of Organised Crime Act introduces the crime 
of money laundering onto the statute book and sets the penalties associated with a 
conviction. The Protection of Constitutional Democracy against Terrorist and Related 
Activities Act introduces measures to address the financing of acts of terrorism. 

The FIC Act established the FIC to:

 · Identify the proceeds of unlawful activities 

 · Combat money laundering activities

 · Combat financing of terrorist and related activities

 · Share information with law enforcement authorities, the intelligence services,  
the South African Revenue Service (SARS) and other local and international 
agencies

 · Supervise and enforce compliance with the FIC Act

 · Facilitate effective supervision and enforcement by supervisory bodies.

The FIC Act requires all businesses to report suspicious and unusual financial 
transactions. It also introduces a regulatory framework of compliance control measures 
requiring certain categories of business (defined as “accountable institutions” in terms 
of the FIC Act) to take steps regarding client identification, record-keeping, appointment 
of compliance officers and the filing of statutory reports with the FIC. It also establishes 
the framework for the registration of affected institutions and persons, reflecting their 
compliance structures with the FIC. These requirements apply to a broad range of 
financial and non-financial institutions, and in turn define the anti-money laundering 
supervisory oversight responsibilities of supervisory bodies.

The primary activities of the FIC as set out in its founding legislation are to:

 · Process, analyse, interpret and retain information disclosed to and obtained by the 
FIC 

 · Inform, advise, co-operate with and make information that it collects available 
to investigating authorities, intelligence services and SARS to facilitate the 
administration and enforcement of the laws of the Republic 

 · Exchange information with similar bodies in other countries 

 · Monitor and give guidance to accountable and reporting institutions, supervisory 
bodies and individuals regarding their compliance with the provisions of the FIC Act 

 · Supervise and enforce compliance with the FIC Act over affected institutions 
and persons not regulated or supervised by a supervisory body, or where the 
supervisory body is unable to act

 · Implement a registration system for all affected institutions and persons 

 · Contribute to the global framework against money laundering and the financing of 
terrorism

 · Annually review the implementation of the FIC Act and report on this to the Minister 
of Finance

 · Develop policy options for the Minister of Finance based on an assessment of the 
available financial intelligence.               

The FIC Act establishes the FIC as South Africa’s national centre for the promotion of 
measures to combat money laundering and the financing of terrorism and the production 
of financial intelligence in accordance with international standards and requirements.

orGaNiSatioNaL 
Structure

the fic is a statutory 
body that operates 
outside the public 
service, but within the 
public administration, 
as envisaged in section 
195 of the constitution. 
it is registered as a 
schedule 3(a) national 
public entity in terms 
of the public finance 
management act 
(1999). the Director of 
the fic, who is also the 
accounting authority, 
reports directly to the 
minister of finance 
and to parliament.

The FIC’s internal structure 
and departmental 
responsibilities are discussed 
in Section 4: Operations.
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In short, financial 
intelligence plays a key 
role in the growth and 
development of our 
economy as well as in 
deepening the roots of 
our democracy.

“

”

StateMeNt by the MiNiSter of fiNaNce

The mandate of the Financial Intelligence Centre (FIC) is to help protect the integrity 
of South Africa’s financial system and to support the law enforcement authorities to 
combat financial crimes. The FIC provides the financial intelligence that is increasingly 
used in the investigation of priority crimes in our country. Its efforts will also play a 
growing role in supporting the stability and integrity of our financial system. 

The FIC also co-ordinates South Africa’s regulatory framework to combat money 
laundering and the financing of terrorism. In this regard, the FIC leads the South 
African delegation to the Financial Action Task Force (FATF), in which role it made a 
core contribution to the revised international standards adopted by the FATF in March 
this year. 

The revised FATF Recommendations go to the heart of the G20 reform programme 
too, in that they are designed for greater financial transparency and accountability by 
all actors in the financial system, and to reinforce integrity of the financial system as 
well as to promote financial inclusion.

Maintaining vigilance over our country’s financial system enables the FIC to identify 
flows of illicit money and to point out where criminals try to hide their ill-gotten gains. 
Increased levels of compliance also add to South Africa’s credibility as a sound, 
stable and attractive destination for investment. In short, financial intelligence plays a 
key role in the growth and development of our economy as well as in deepening the 
roots of our democracy. 

The road ahead remains a challenging one. No regulatory system can remain static in 
a global environment where those who commit fraud and corruption are themselves 
innovative, finding new methods to move the proceeds of crime, evade tax, engage 
in corruption or threaten state security.

I thank the FIC team for their dedication and hard work in helping safeguard the 
integrity of our financial system. There remains much work ahead for us all.

Pravin Gordhan

Minister of Finance
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report oF tHe  
accounting authoritY 
  

2. 
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By supporting the investigation of 
priority crime, our work helps to protect 
South Africa’s people, economy and 
environment. We co-ordinate the 
country’s efforts to track the proceeds 
of crime, fight money laundering and 
combat the financing of terrorism. 
We also do so in alignment with 
government’s strategic priorities, 
especially Outcome 3, which sets out to 
ensure that “all people in South Africa are 
and feel safe”. Our work in these areas 
has led to growing public awareness 
about illicit funds and has reinforced the 
criminal justice value chain. 

A financial system can be said to have 
integrity if it includes safeguards such 
as transparency (including a customer 
due diligence process and proper 
record-keeping) and reporting measures. 
Adequate reporting measures enable the 
detection, investigation and sanctioning 
of illicit activity. A combination of effective 
reporting and oversight reassures 
legitimate participants in the financial 
system that they are competing on a 
level playing field and that they are not 
inadvertently contributing to illegal activity. 

We believe that, since our establishment, 
we have successfully developed South 
Africa’s framework to combat money 
laundering and the financing of terrorism, 
helping to co-ordinate the involvement 
and participation of all those who have a 
stake in these objectives. The past year 
has seen a consolidation of our work, 
and we have achieved the majority of 
our strategic performance targets. At 
the same time, our responsibilities and 
operations are maturing and evolving. 
Our future plans will reflect these trends 
and our increased responsibilities.

During 2011/12, the fic continued to strengthen 
measures to combat money laundering, and 
the financing of terrorism through policy 
development, implementation of effective 
compliance standards, and the production of 
quality financial intelligence in collaboration with 
the private sector and public agencies.

Building the financial intelligence system 
is a long-term, complex effort, but the 
benefits are tangible: the intelligence that 
we provide contributes to the fight against 
crime and corruption and underpins 
the integrity of the financial sector, 
contributing to economic growth and job 
creation. Improved financial intelligence 
is a necessary corollary of economic 
development in a young democracy such 
as ours. 
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the evoLutioN of GLobaL  
fiNaNciaL iNteLLiGeNce

Financial intelligence units (FIus) were established in the late 
1980s when governments stepped up efforts to identify the 
proceeds of the illegal drugs trade as part of the so-called war 
on drugs. FIus were positioned to collect data from financial 
institutions that could be used by the authorities in their 
investigations into drug distribution syndicates. 
The focus during these early years was overwhelmingly on detection of suspicious 
transactions and reporting these to FIUs. In the wake of the 11 September 2001 attacks 
in New York and Washington, the ambit was rapidly expanded to cover the financing 
of terrorism and for financial data to be used explicitly to protect national security. The 
international mechanisms already in place to enable the sharing of information between 
FIUs and related authorities were harnessed for this purpose.

The global financial crisis that emerged in 2008 has brought about a rethink of 
international financial architecture – in particular, the need for a regulatory framework that 
introduces greater transparency and accountability while minimising risk. The G20, for 
example, has been leading efforts to reshape the architecture and to reduce the risk of 
future crises and contagion. Efforts to strengthen the combating of money laundering 
and the financing of terrorism are an integral part of this process.

Shining a light on shadow finance

There is a growing recognition of the extent to which tax evasion and tax havens 
undermine sovereignty and governance, reducing the ability of governments to collect 
revenue. There is also acceptance that counterfeit goods, trade mispricing, under- or 
over-invoicing and corruption generate flows of illicit finance. These flows, particularly 
from developing countries, are both an indicator and an enabler of criminal activity. 

Although it is rarely recognised as such, this shadow system is part of the world financial 
setup. It is a massive driver of economic disparity.

According to the Task Force on Financial Integrity and Economic Development:

Every year, developing countries lose approximately $1.3 trillion in illicit financial 
outflows—the proceeds of crime, corruption, tax evasion, and trade mispricing. This 
loss of capital outpaces current levels of foreign aid by a ratio of 10 to 1. Curtailing 
these outflows is crucial to nurturing a stable and robust economic recovery in 
global markets, stamping out political corruption and crime, and fostering good 
governance…1

By definition, shadow finance operates beyond the reach of regulatory controls. 
Governments cannot count illicit funds, so these funds cannot be factored into planning, 
revenue collection and budgeting. As a result, money that could be made available to 
stimulate economic growth and development, or national savings, is lost to the fiscus. 
Instead, it is used to oil the wheels of illegal and illicit activities. 

1980s

2000s

2010s

War on Drugs

combating terror 
financing

global financial 
architecture

1 “Message to the G-20” Task Force on Financial Integrity and Economic Development. (13 October 2011) http://www.

financialtaskforce.org/2011/10/13/2011-task-force-conference-communique-a-message-to-the-g20/
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The Financial Action Task Force (FATF) is the global standard-setter in combating 
money laundering and the financing of terrorism and the proliferation of weapons of 
mass destruction. It has 36 members – including South Africa, which is the only African 
representative – and its Recommendations have been adopted by more than 180 
countries. In February 2012, the FATF adopted a revised set of Recommendations, 
which now constitutes the global standard. Member countries and their designated 
ministers approved the standard in March 2012.

South Africa’s contributions helped to support the adoption of a risk-based approach, 
rather than a more rigid process that did not take into account national considerations. 
We also argued successfully, based on our own experience, that financial inclusion  
goes hand-in-hand with financial integrity. A more financially inclusive banking sector,  
for example, supports a more efficient anti-money laundering system. Where people 
cannot make use of formal financial services, they will make use of them informally –  
and financial channels falling outside the regulatory framework can easily be abused.

Working to strengthen financial intelligence internationally

The FIC assumes a high degree of responsibility for South Africa’s participation in 
international anti-money laundering and combating of financing of terrorism bodies. We 
take part in these organisations, draw on their vast experience, contribute to the pool of 
knowledge and are affected by changes in the international policy environment. The FIC 
leads South Africa’s representation in both the FATF and the 15-member Eastern and 
Southern Africa Anti-Money Laundering Group (ESAAMLG). The FIC itself is one of 
a handful of African members of the Egmont Group, an international organisation of 186 
FIUs. The mandates and activities of these bodies are detailed in Section 3 of this report. 

During 2011/12, we signed memoranda of understanding with nine of our international 
counterparts. We also hosted delegations from Angola, Botswana, Ghana, Lesotho and 
Zambia, which are developing their own FIUs. The FIC will continue to work to strengthen 
the global framework to detect the proceeds of crime, with a particular focus on building 
African FIUs. 

a New iNterNatioNaL StaNDarD to 
coMbat MoNey LauNDeriNG aND 
terror fiNaNciNG 

The effects of the shadow economy are being addressed through efforts to introduce 
enhanced controls, greater transparency, accountability and reporting, and the 
integration of data to support co-ordinated responses. Financial intelligence products will 
play a significantly increased role in helping to bridge the gap between the regulated and 
the unregulated, and between the licit and the illicit components of the global economy 
in the years ahead. 

These considerations are increasingly finding their way into global standards to deal with 
money laundering, the financing of terrorism and the proliferation of weapons of mass 
destruction. 

backgrounD: 
south africa’s 
role in the fatf 
recommenDations

South africa played an important role 
in the process of drafting the new FatF 
recommendations. advocate pieter Smit, 
who heads the FIC’s legal and policy 
department, co-chaired one of the expert 
groups responsible for the process. 

the recommendations set out the essential 
measures that countries should have in place 
to combat money laundering, the financing of 
terrorism and the proliferation of weapons of 
mass destruction.

the latest revision of the recommendations – 
the first since 2003 – introduces three major 
changes: 

 · emphasis on a risk-based approach, 
in which countries analyse their own 
environment and apply appropriate 
measures. the acknowledgement that 
there is no one-size-fits-all approach is 
particularly helpful for developing countries, 
provided that they do the necessary legwork

 · Strengthening the investigation and 
prosecution of money laundering, with 
greater emphasis on the powers required 
by investigators 

 · In conducting country assessments, 
the FatF will focus on analysing the 
effectiveness of the anti-money laundering 
and combating of financing of terrorism 
system, rather than a formal checklist 
approach.
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StreNGtheNiNG coMpLiaNce aS  
the baSiS for eNforceMeNt

Steps forward in compliance 

Compliance with the FIC Act is at the heart of our work and serves as the foundation 
for financial integrity. Ensuring that businesses play by the rules helps protect them and 
the public. In looking after hard-earned investments, these businesses help to grow the 
economy and safeguard the country’s future. In total, 21 business sectors at risk of being 
abused by money launderers have obligations under the Act, which requires them to 
adhere to compliance control measures and to file statutory reports to the FIC. 

During the reporting period, the FIC strengthened compliance initiatives, supported by 
expanded awareness campaigns, increased monitoring, automation of its query process 
and enforcement measures. Partnerships with the private sector were enhanced through 
interaction with supervisory bodies, and accountable and reporting institutions. The latter 
category of businesses, such as motor vehicle dealers and Krugerrand dealers, are 
required to make reports to the FIC but not to implement the administrative obligations 
attributed to accountable institutions.

The result of improved compliance is greater accountability and transparency. After nine 
years of work, the compliance framework is largely in place. In future more emphasis will 
be placed on effective implementation of compliance control measures by accountable 
institutions and on visible enforcement of compliance with the FIC Act. 

We maintain a register of accountable institutions and reporting institutions. By financial 
year-end the number of entities on the register had risen to 14 054, up 62 percent 
from 8 661 at the end of 2010/11. This reflects continued growth in awareness of our 
work and the need for affected institutions to register, as well as an expansion of the 
registration data that we are able to capture. 

The launch of inspections has started to lay the foundation for compliance enforcement. 
The inspections determine if accountable institutions have adhered to the essential 
elements of compliance: customer identification, record-keeping, setting internal rules 
for compliant behaviour, training of staff, appointing a compliance officer and reporting to 
the FIC. 

During 2011/12 we conducted 220 inspections and assisted supervisory bodies with 
26 inspections. These inspections may result in remedial action or sanctions. Where 
sanctions are issued, those who are inspected may appeal to the FIC Act Appeal 
Board, which was launched expressly for this purpose during 2011/12. The Minister of 
Finance appointed the board’s nine members in June 2011. Inspection reports are being 
finalised, after which appropriate action will be taken.

Key reporting streams

An important outcome of compliance is accountable institutions’ submission of cash 
threshold reports (CTRs) and suspicious transaction reports (STRs). During the reporting 
period:

 · More than 5.5 million CTRs to the minimum value of R138 billion were made to 
the FIC. The reports capture cash transactions of R25 000 and above that involve 
domestic and foreign notes, coins and traveller’s cheques, and which must be 
reported to the FIC by all accountable and reporting institutions including banks, 
motor vehicle dealers and casinos

 · A total of 53 506 STRs were received from businesses and individuals – a 
44.7 percent increase on the 36 990 STRs filed with the FIC for the same period last 
year. These reports may signal the presence of illegally generated funds.  

backgrounD: 
collaborating With  
the banking sector

the FIC has always maintained a close and 
collaborative working relationship with the 
banking sector. these relationships have grown 
over the years through monthly or bi-monthly 
meetings and open communication channels. 
as a result, the FIC stays abreast of the issues 
experienced by individual banks and can advise 
the banks where required. 

With cash threshold reporting in force from 
october 2010, the system reached a stage 
of maturity that required more interaction 
between the FIC and larger reporting industries 
to enhance understanding of the registration of 
accountable institutions and the new reporting 
obligations. 

Workshops for representatives of the casino 
and banking industries took place during 
the reporting period. these forums allowed 
industry representatives to resolve system and 
reporting issues and enabled them to become 
more compliant.

44.7%
increase in suspicious 
transaction reports 
fileD
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SupportiNG Law eNforceMeNt aND 
iNveStiGatioN vaLue chaiN
The FIC is mandated to collect, process and analyse data from banks and other 
accountable institutions. We generate and disseminate financial intelligence products 
to domestic investigating agencies, intelligence services and SARS for investigation 
or action. We also share information with FIUs in other countries and contribute to the 
global policy framework. Our reputation depends on the integrity, accuracy and reliability 
of the financial intelligence we provide. Consequently, it is also our responsibility to 
closely monitor the data we receive and to give guidance to institutions to improve their 
reporting. 

This annual report includes brief summaries of our analysis of various types of crimes 
that we identify in South Africa. These are highlighted throughout the report in information 
boxes. 

Over the past year we experienced an increase of more than 71 percent in requests for 
intelligence products, which reached 849 compared with 495 in 2010/11. International 
requests increased by 17 percent (131 in 2011/12, up from 112 in 2010/11). The number 
of matters we referred for investigation reached 761 – a 9 percent increase on the prior 
year – to the value of R6.3 billion.

Acting on our mandate, we froze 482 bank accounts that were believed to be harbouring 
the proceeds of unlawful activities. This may be done by the FIC under section 34 of the 
FIC Act to give the investigating authorities sufficient time to develop the matter before 
laying charges or seeking a freezing order, and to prevent alleged criminals being able to 
move the funds to a different location. These results show the degree to which the FIC 
functions within the investigative system and the extent to which financial intelligence has 
become an integral part of investigations. 

South Africa is experiencing a dramatic shift in the way investigations are conducted. 
Today, we understand that financial intelligence is at the heart of every priority crime 
investigation in the country, and plays a central role in uncovering state corruption. For 
example, in February 2011, the Minister of Justice, Jeff Radebe, reported that between 
April and December 2011, as a result of work done by the Anti-Corruption Task Team,  
56 persons were being investigated, 26 had been arrested and appeared in court, and 
19 had assets frozen with a total value of R579 million.

Over the past year, the FIC began honing its analysis to identify geographic and other 
patterns associated with crimes, such as tax evasion and trade in narcotics. Matters that 
we referred for investigation targeted priority issues and our work played an integral role 
in several prosecutions. These included the arrest of people involved in rhino poaching 
syndicates and organised crime, among which was an armed robbery in KwaZulu-Natal. 
In the robbery matter, the FIC identified the accounts of friends and associates of the 
robbery suspects, into which R633 000 of the armed robbery proceeds was deposited. 
Eight different freezing orders were issued, which enabled the Asset Forfeiture Unit to 
obtain preservation orders.

During 2011/12, the FIC began offering forensic investigation support services to State 
agencies, such as the Asset Forfeiture Unit. Such assistance is provided on request.

The FIC also participates in the Multi-Agency Working Group established by the Minister 
of Finance to identify the manner and extent of leakage and wastage generated in 
government’s procurement system and to develop responses to overcome these 
problems.

neWs item: 6 linkeD to 
several heists in kZn 
court

Durban – Six men arrested for a number of 
cash-in-transit heists in KwaZulu-natal were 
remanded to august 29 for a bail hearing, 
police said on Monday. 

ernest Mandlakosi Khoza, 42, Mduduzi Zondi, 
35, nkosinathi ndovela, 31, Sibusiso Mthambo, 
35, Sibusiso ndaba 32, Christopher Mthembu, 
29, appeared in the Ixopo Magistrate Court on 
charges of armed robbery. 

More arrests were expected for the robberies, 
police spokesperson Colonel Jay naicker said. 

“Six men were arrested last week in connection 
with a spate of robberies. We expect more 
arrests to follow as the investigations 
progress,” said naicker.

the men were arrested by the port Shepstone 
and Durban organised crime units, he said.

they allegedly robbed a cash-in-transit 
security guard of his firearm and took two 
boxes containing a substantial amount of 
cash from the vehicle in a hold-up on July 
28, said naicker.

police believed they were linked to 19 cash-in-
transit robberies and hijackings in KwaZulu-
natal.

“the arrest is a major breakthrough as we 
believe that these men were operating all over 
KwaZulu-natal,” said naicker.

©Media 24 2012. all rIgHtS reServeD
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analYsis: 
environmental crime

there has been a marked increase in the 
number of reports identifying environmental 
crimes: 

 · last year alone South africa lost an 
estimated 443 rhino. With the market value 
of rhino horn soaring to about $65 000 or 
around r520 000 a kilogram, rhino horn 
is more expensive than gold or platinum, 
generating substantial sums of ill-gotten 
gains that attract Strs. 

 · FIC reporting streams suggest that the 
abuse of marine resources continues. 

Intelligence gathered by the FIC contributed 
to the discovery that rhino poaching involves 
a range of actors, including game rangers, 
veterinarians, professional hunters and 
farmers that conspire with criminal networks. 
Similarly, our intelligence has helped to reveal 
a complex web of interests at work in abalone 
poaching, including the collusion of local 
fi shing communities, with overseas criminals.

this information has assisted in making various 
arrests. Many of these matters remain sub 
judice.

last year alone south africa lost an estimated 443 rhino. 

With the market value of rhino horn soaring to about $65 000 
or R520 000 a kilogram, rhino horn is more expensive than 
gold or platinum, generating substantial amounts of ill-gotten 
gains that attract STRs. 

backgrounD:
financial integritY

a fi nancial sector can be said to have integrity if it is suffi ciently robust to ensure that abuses of the institutions that operate within the sector are 
detected and addressed through an appropriate response. 

the products and services offered by institutions in the fi nancial sector can be abused for a number of reasons such as to launder the proceeds of 
crime, to perpetrate fraud (either on the institutions themselves or their customers), to facilitate corruption, to make funds available for illicit purposes 
such as terrorism or the proliferation of weapons of mass destruction, to evade taxes, to name but a few.  the aim of measures to promote fi nancial 
integrity is to ensure that when abuses of this nature occur, those are not tolerated or allowed to compete unfairly with the legitimate objectives that 
the sector is meant to serve.

a wide range of measures are put in place to protect the integrity of the fi nancial sector and, by implication, of the institutions that operate within the 
sector.  the fundamental building block of measures to promote integrity of the fi nancial sector are those that bring transparency to the sector by 
requiring fi nancial institutions to conduct proper due diligence on their customers and to capture and to maintain customer and transaction information 
in records that are accessible to supervisory and investigating authorities.  

the next level of integrity measures are those that require institutions to report information that may point appropriate authorities to possible abuses.   

another important component of integrity measures is the strict application of criteria for market participation that serve to prevent the institutions in 
the fi nancial sector from falling under the control of persons whose aim is to abuse those institutions for the purposes mentioned above.

In addition, integrity measures also include those that strengthen the operational independence and integrity of regulators, promote co-ordination and 
information-sharing among and between regulators and other authorities, and improve enforcement capacity (particularly the ability to use a mixture 
of administrative and criminal enforcement measures to respond to instances of abuse). 

against this background it should be understood that integrity in a fi nancial sector contributes to maintaining fi nancial stability. the g20, for instance, has 
referred in a number of statements on strengthening the international fi nancial regulatory system to steps such as strengthening transparency, promoting 
market integrity and reinforcing international co-operation.  It is also in this context that a range of international standards have been set by, amongst 
others, the Financial action task Force that are aimed at promoting various aspects of the integrity of the fi nancial sector.
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orGaNiSatioNaL MatterS 

As this report shows, we met the vast majority of our targets during the reporting period.

Building staff and skills

South Africa has a limited pool of specialised forensic and financial skills. Since it started 
functioning in 2003, the FIC has competed for such skills with the private sector, but 
with a distinct monetary disadvantage. During the reporting period we made substantial 
progress in building the skills base and the overall staff complement. We brought in skills 
such as regulatory inspection and enforcement, forensic accounting and information 
analytics that enabled us to support complex analysis and criminal investigations. 
Our staff complement rose from 146 at 31 March 2011 to 188 at 31 March 2012 – an 
increase of 29 percent. 

Internal controls

We continue to develop and maintain sound and efficient internal controls and during the 
reporting period management worked to enhance this system. The financial statements 
indicate that irregular expenditure was incurred by the FIC during the year. However, 
management is of the opinion that a proper process to procure the services of a provider 
was followed as, in management’s view, it constituted a continuation of work previously 
done and from a practicality point, the vetting of the provider had also been done.

An internal review focused on improving supply chain management processes and 
strengthening links with finance and contract management. We made administrative and 
information technology enhancements to support improved accuracy, completeness 
and timeliness of data. Quarterly financial reports were prepared, discussed by the 
executive management committee and sent to the National Treasury for review. A new 
chief financial officer was appointed in December 2011, following a period during which 
an acting chief financial officer had served in this position. The FIC utilised strategy-
focused management processes to meet performance expectations over the reporting 
period, and this focus will continue through ongoing internal improvements. Performance 
information will in future be more precisely defined and communicated to make it more 
easily understood by users. 

Conclusion

In the nine years since the FIC was established, the need for financial intelligence has 
grown and evolved, particularly in response to the global financial crisis. The FIC has 
contributed to international policy shifts in response to these needs while enhancing 
the effectiveness of our operations at home. The dynamic nature of global financial 
intelligence requires ever-greater collaboration with other State agencies and the private 
sector to realise greater transparency and accountability. 

During the reporting period we consolidated our work and took steps to enhance 
compliance monitoring, regulatory inspections and enforcement. Over the period ahead 
we expect to build on these efforts by working closely with a range of public agencies 
and by strengthening partnerships with the private sector. 

Expanding such collaboration will enable South Africa to make effective use of financial 
intelligence to reduce crime and promote greater economic development.

Murray Michell

Director

Financial Intelligence Centre

“since it started... the 
fic has competed for 
such skills with the 
private sector, but with 
a distinct monetary 
disadvantage.”

...We brought in skills such 
as regulatory inspection 
and enforcement, forensic 
accounting and information 
analytics that enable us to 
support complex analysis and 
criminal investigations. Our 
staff complement rose from 
146 at 31 March 2011 to  
188 at 31 March 2012 –  
an increase of 29 percent.

fic permanent staff 2011 - 2012
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strategic achievements 
  

3. 



fic Annual Report 2011/12  17

iNforMatioN oN pre-DeterMiNeD objectiveS

strategic outcomes for 
2011/12

· Improve consumption of FIC products and 
services

· encourage greater compliance by 
accountable institutions and the public 

· enhance capacity to combat money 
laundering and financing of terrorism in 
east and southern africa 

· Strengthen South africa’s financial 
intelligence framework 

· Develop and commission FIC’s information 
and communication technology (ICt) 
system

· Become a more sustainable and capable 
institution.

This section reviews the FIC’s progress in realising the performance objectives outlined 
in its strategic plan for the reporting period. 

Overall performance

Strategic outcome-oriented goals

Performance reporting is aligned with the strategic objectives for the reporting period, 
which are set out below.

Overview of service delivery environment for 2011/12

The primary factors affecting the service delivery environment were increased requests 
for collaboration from a range of State investigating and prosecuting agencies.

Voted funds and aim of vote

FIC funds are voted on the National Treasury budget.

The FIC is funded from the national fi scus. It develops its own budget and manages 
its own funds. The organisation operates within the government’s three-year planning 
and budgeting cycle, which includes the formulation of strategic goals for annual 
performance reporting. 
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The FIC has a relatively small budget, which is now being developed along the following 
programme lines: Monitoring and Analysis, Compliance and Prevention, Legal and 
Policy, ICT Projects, and Administration and Support.

The FIC budget is developed in accordance with all section 3(a) public entities registered 
and operating in terms of the Public Finance Management Act. The FIC increased its 
spending from R136 million in 2010/11 to R171 million in 2011/12.

Key policy developments and legislative changes

No substantive policy or legislative changes affecting the FIC were adopted during the 
reporting period. Amendments to the FIC Act, which were announced at the end of the 
prior financial year, were implemented during 2011/12. 

perforMaNce oN StrateGic objectiveS

Improve consumption of FIC products and services

The FIC met all of its targets in this objective, demonstrating a consolidation and 
expansion of the use of financial intelligence in South Africa. 

During the reporting period, there was a year-on-year increase of more than 33 percent 
in the use of the FIC’s intelligence products. This reflects both growing awareness of the 
importance of such intelligence, and increased levels of co-operation between the FIC, 
other State agencies, the private sector and international counterparts. The performance 
table that follows shows a sharp increase in requests for support in investigations, as well 
as a higher number of referrals to law enforcement agencies and requests for support in 
international investigations.

Suspicious transaction reports

As a result of the enhanced compliance regime and co-operation by entities obliged to 
report under the FIC Act, the FIC received 53 506 suspicious transaction reports (STRs) 
during 2011/12 – a 45 percent increase on the prior year. The vast majority came from 
financial institutions. Since the FIC was established, the number of STRs has increased 
annually in line with growing collaboration with the banking sector.

During the reporting period the FIC evaluated about 15 000 STRs and 4 million electronic 
funds transfers (EFTs).

As a result of these reports and the analysis of other data, the FIC identified various 
direct connections between criminal conduct and financial benefit, and froze 482 
bank accounts that were believed to be harbouring the proceeds of unlawful activities. 
The freezing of bank accounts is one component of the FIC’s activities; most of the 
FIC’s work that spotlights potentially illicit activity, including corruption, is reflected in its 
reports to other State agencies, which pursue further investigation, up to and including 
prosecution.

analYsis:  
e-mule transactions

South african nationals, mostly women, 
are being used by foreign nationals to help 
them send money, usually gained from 
illegal activities such as drug trafficking and 
prostitution, to foreign countries. 

the women targeted are generally unemployed 
or working in low-paying jobs. the FIC is able to 
gain valuable information from money-transfer 
businesses, often linking this information to law 
enforcement investigations or projects.

analYsis:  
stokvel abuse

Stokvels can be used as a cover for pyramid 
schemes. It is important that people involved 
in these social clubs know that a stokvel must 
have a constitution, which states, among 
other things, the number of members and 
contributions to be made by each member, 
and frequency of the contribution. Stokvels that 
promise returns at rates higher than what is 
offered by commercial banks should be treated 
with caution.
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financial Year number of strs cumulative total

2002/03 991 991

2003/04 7 480 8 471

2004/05 15 757 24 228

2005/06 19 793 44 021

2006/07 21 466 65 487

2007/08 24 580 90 067

2008/09 22 762 112 829

2009/10 29 411 142 240

2010/11 36 990 179 230

2011/12 53 506 232 736

table 1: suspicious transaction reports 
analYsis:  
419, beneficiarY frauD anD 
Deposit refunD scams

FIC intelligence has helped to uncover common 
types of fraud, and contributes to investigation 
and prosecution. 

419 scams

Measured by monetary losses, the 419 “advance-
fee” fraud is the world’s most prevalent scam. It 
originated in the early 1980s in nigeria, and is 
named after a section of that country’s criminal 
code. this scam is no longer confined to nigeria 
– 419 fraudsters are arrested throughout South 
africa and around the world.

today, 419 scams commonly begin with an email 
with the aim of persuading the recipient to advance 
money to the sender, with the promise of a large 
future pay out. the author often claims to be royalty 
or fabulously wealthy, and promises large amounts 
of money if the sender will pay a small sum first, 
or forward their bank details. perpetrators advance 
a range of claims to explain why they need the 
recipient’s help: funds are said to be trapped in 
central banks due to political unrest; massive 
inheritances hard to access because of government 
restrictions or taxes; and so on. remember: if an 
offer sounds too good to be true, it probably is. one 
scam even used the FIC letterhead, as illustrated on 
the left.

beneficiary maintenance fraud

In this type of fraud, an individual claims, in written 
correspondence, to represent a service provider of 
the business. they say there has been a change 
in their banking details and request that future 
payments be directed to a different bank account, 
which is held by the fraudster. the scam is sustained 
until the legitimate service provider reports non-
payment. this highlights the importance of verifying 
any change of banking details. 

Deposit refund scam

Deposit refund fraud is normally associated 
with phony “proof” of payment. the fraudster 
typically claims that they paid for a product/
service advertised by the victim, but that they 
accidently overpaid. the “client” submits “proof” 
of overpayment – normally reflecting a cheque 
deposit – and requests a refund to a nominated 
bank account. the service provider complies, only 
to have the cheque returned as either stolen and/
or fraudulent. Individuals and businesses need to 
ensure that funds are cleared before any refunds 
are made.
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1. improveD consumption of fic proDucts anD services

objective
performance  
inDicator

target 
2011/12

actual  
performance 
2011/12

reasons for 
Deviations anD 
corrective  
action plan

1.1 Enhance consumption of 
FIC’s financial intelligence 
products by intelligence 
agencies, law enforcement 
agencies and investigating 
authorities, and other 
relevant stakeholders in 
criminal justice system

Use of intelligence 
products by intelligence, 
law enforcement and 
investigating agencies and 
other relevant stakeholders 
in the criminal justice 
system

10% increase in use of 
intelligence products from 
prior fiscal period

Use of intelligence products 
increased by 33% from 2010/11 to 
2011/12. There were 1 741 financial 
intelligence products generated for 
use by law enforcement agencies, 
domestically and abroad (2010/11: 
1 304) 

Referrals for investigation to law 
enforcement agencies increased by 
9% to 761 (2010/11: 697)

Requests for support in investigations 
increased by more than 71% to 849 
(2010/11: 495) 

Requests for support in foreign 
investigations increased by 17% to 
131 (2010/11: 112)

Target achieved 

1.2 Provide timely responses 
to requests for financial 
intelligence products by law 
enforcement agencies and 
investigating authorities

Timely responses to 
requests

90% of requests received 
responded to within 
agreed response time

Responded to 93% of requests within 
agreed period

Target achieved

The table below shows the FIC’s performance against the strategic objective to improve 
consumption of FIC products and services during the reporting period.

Greater compliance by accountable institutions  
and the public

South Africa’s ability to identify the proceeds of crime depends on strong partnerships 
with the private sector. While there are some encouraging trends in this respect, being 
a good corporate citizen means more than achieving the minimum level of formal 
compliance. 

The FIC is working towards accountable and reporting institutions being fully compliant 
with the FIC Act, and over time, will strengthen enforcement initiatives. During 2011/12 
the FIC took new steps to boost and monitor compliance, focusing on improved 
inspection and monitoring, and greater public awareness. Reporting period highlights 
included:

 · Automating a system to support public queries. Between the launch of the system 
on 1 November 2011 and March 2012, the FIC received 4 119 email and 1 802 
telephonic queries

 · Holding 48 compliance awareness sessions and producing 18 publications to 
inform relevant institutions and the broader public about the requirements of the  
FIC Act
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 · Launching the FIC Act Enforcement Forum in December 2011. The forum is made 
up of the FIC and all supervisory bodies. Its purpose is to standardise compliance 
and enforcement of accountable and reporting institutions

 · Initiating an enforcement unit tasked with co-ordinating inspection-related work. This 
is expected to place additional demand on the FIC in future

 · Issuing eight public compliance communication notices.

backgrounD: 
public compliance – 
expanDing knoWleDge 
anD raising aWareness

public compliance communication notices 
expand the knowledge and awareness 
of supervisory bodies, accountable and 
reporting institutions, and the public. all 
such communications are available on the 
FIC website. notices issued during 2011/12 
included: 

pCC07 - Definition of a motor vehicle dealer 

pCC08 - the duties of estate agents 

pCC09 - Identification and verification of 
loyalty programme members in the casino 
industry 

pCC10 - Definition of the client of an estate 
agent

pCC11 - Closing a client’s account by 
an accountable institution amounts to a 
transaction 

pCC12 - outsourcing of compliance activities 
to third parties

pCC13 - Scope of item 12 of schedule 1 to the 
FIC act in relation to registered auditors 

pCC14 - Client identification and verification 
requirements when a person acts on the 
authority of another. 

the public compliance communication notices 
can be viewed on the FIC website: https://
www.fic.gov.za/SiteContent/Contentpage.
aspx?id=40

table 2: supervisorY boDies anD sector coverage

supervisorY boDY inDustrY/sector

1 National Gambling Board Gambling institutions

2 Provincial Licensing Authority Gambling institutions

3 Estate Agency Affairs Board Estate agents

4.1 South African Reserve Bank (Financial 
Surveillance Department)

Authorised dealers with limited authority

4.2 South African Reserve Bank (Banking 
Supervision Department)

Banks, mutual banks, persons dealing in foreign 
exchange and money remitters

4.3 South African Reserve Bank (National Payment 
Systems Department)

Payment systems

5 Financial Services Board Insurance companies, financial services 
providers, collective investment scheme 
managers, authorised users of an exchange

6 Provincial Law Societies Practicing attorneys

7 Independent Regulatory Body for Auditors Auditors

8 Financial Intelligence Centre Postbank, trust companies, entities that lend 
money against the security of securities, Ithala 
Development Corporation, motor vehicle dealers 
and Krugerrand dealers

Inspections and appeals 

All accountable and reporting institutions are supervised for compliance with the FIC Act 
by a supervisory body or the FIC, as shown in Table 2, above. Compliance inspections 
form part of this supervision. The compliance enforcement unit was established to build 
the documentation and co-ordinate inspections. 

The FIC officially launched its inspection programme in September 2011 and conducted 
220 such inspections in the seven months to end-March 2012. The supervisory bodies 
performed 300 FIC Act own inspections during the reporting period. There is, however, 
room for improvement. With adequate administrative willingness, supervisory bodies will 
collectively make the necessary changes to expand on the number of inspections as 
required by law.
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194

26

520

fic’s oWn inspections 
conDucteD

joint fic/supervisorY 
boDY inspections 
conDucteD

total number of 
inspections conDucteD

table 3: fic act inspections conDucteD – 2011/12

fic oWn inspections conDucteD per business sector inspections

Trust companies  35

Motor vehicle dealers 120

Krugerrand dealers 20

Item 11 entities* 6

Ithala 1

Post office branches 12

sub-total 194

*An Item 11 entity is a person who lends money against the security of securities.

fic / supervisorY boDY inspections conDucteD  
per business sector

inspections

Casinos 6

Bookmakers 10

Totalisers 2

Estate Agents 7

Authorised Dealers with Limited Authority 1

sub-total 26

supervisorY boDY oWn inspections conDucteD  
per business sector

inspections

Financial Services Board 62

Financial Surveillance Department (SA Reserve Bank) 44

Estate Agency Affairs Board 185

Provincial Licensing Authorities 9

sub-total 300

granD total – inspections conDucteD 520

Of the 26 joint inspections, the FIC assisted the South African Reserve Bank (SARB) 
with one inspection; the Estate Agency Affairs Board with seven inspections; and 
the provincial licensing authorities with 18 inspections. Of the total number of 300 
supervisory body own inspections, the Estate Agency Affairs Board conducted 185 own 
inspections; the Financial Services Board 62; the Financial Surveillance Department of 
SARB 44; and the Provincial Licensing Authorities 9. Collectively, 520 joint and own FIC 
Act inspections were conducted by the FIC and the supervisory bodies.
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backgrounD: 
What is an fic act 
compliance inspection?

Inspections are conducted by supervisory 
bodies in conjunction with the FIC – or by the 
FIC alone for those organisations not covered 
by supervisory bodies. Inspections can be 
routine or non-routine: 

· routine inspections, where businesses 
are notified in advance, and asked to 
demonstrate their systems, processes and 
records covered by the FIC act

· non-routine inspections are reactive 
and notification is discretionary. these 
inspections focus on collecting evidence, 
with sanctions or criminal charges for 
transgressions.

Inspectors have the legal power to question 
managers and staff; order any person to 
produce a document; access any computer 
system or equipment; or examine, make 
copies of or seize any document. Sampling of 
client files is done to ensure compliance with 
record-keeping and reporting obligations. 
post-inspection reports are drafted and 
inspected institutions are invited to comment 
on the draft, following which the final report 
is issued. 

Failure to appear for questioning or to 
produce a document, intentionally giving 
false information, failing to comply with a 
reasonable request, or hindering an inspector 
are offences. For administrative sanctions, the 
financial penalties can amount to r50 million 
for a legal person; for criminal sanctions, 
r100 million or 15 years in prison. 

Regulatory inspections only detect non-compliance with the FIC Act. Table 4 below 
illustrates relevant sections in the FIC Act, the duties that institutions must comply with at 
all times and the sanctions that may follow non-compliance. 

table 4: compliance inspections – Duties anD sanctions

Duty
section in 
fic act

administrative sanction criminal sanction

Identify and verify client 21 R50 million for legal person, 
R10 million for natural person

R100 million or 15 years 
imprisonment

Duty to keep records 22, 23  
& 24

R50 million for legal person, 
R10 million for natural person

R100 million or 15 years 
imprisonment

Reporting duties 28, 28A  
& 29

R50 million for legal person, 
R10 million for natural person

R100 million or 15 years 
imprisonment

Formulating and 
implementing of  
internal rules

42 R50 million for legal person, 
R10 million for natural person

R10 million or  
5 years imprisonment

Training of employees 
regarding FIC Act and 
internal rules

43(a) R50 million for legal person, 
R10 million for natural person

R10 million or  
5 years imprisonment

Appointment of 
compliance officer

43(b) R50 million for legal person, 
R10 million for natural person

R10 million or  
5 years imprisonment

Registration with FIC 43B R50 million for legal person, 
R10 million for natural person

R10 million or  
5 years imprisonment
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The FIC must be consulted on any proposed sanction by a supervisory body. 
Administrative sanctions for failing to comply with the FIC Act can reach R50 million and 
criminal sanctions can attract penalties of R100 million or 15 years in prison.

tYpes of inspections 
green 

· evidence is usually collected

· Questionnaire is completed with the compliance officer

· less intrusive/probing 

· Most friendly – no sanctions necessarily issued

· advice on corrective measures is issued.

orange 

· More intrusive/probing – sanction may be issued depending on severity of offence

· Questionnaire is completed with the compliance officer 

· advice on corrective measures is issued.

red 

· Full scale – evidence is collected for purposes of sanctions 

· May lead to sanctions being issued 

· May lead to appeal.

analYsis:  
illegal use of nominee 
structures

a nominee refers to any entity/person that 
holds assets on behalf of the owner and is 
authorised to trade or invest the assets on the 
owner’s behalf.

FIC intelligence shows nominee structures can 
be exploited by criminals who intend to launder 
illicit funds by mixing them with legitimate 
assets held on someone else’s behalf. 

Members of the public should ensure that 
the nominees they appoint are reputable 
and registered with the Financial Services 
Board. the FIC submits reports to the relevant 
regulatory bodies to investigate those nominees 
suspected of operating illegally. 

The FIC continued to promote mutual assistance with supervisory bodies on 
compliance awareness, enforcement, monitoring and sharing of information. The FIC 
signed memoranda of understanding with the Estate Agency Affairs Board, the National 
Gambling Board and the Western Cape Racing and Gambling Board. 

To promote standardised compliance and enforcement among accountable and 
reporting institutions, the FIC Act Enforcement Forum was established and held 
its inaugural meeting on 6 December 2011. The forum consists of the FIC and all 
supervisory bodies with objectives to: 

 · Meet on a regular basis to discuss compliance and enforcement of the FIC Act

 · Manage the relationships between the FIC and all supervisory bodies

 · Co-ordinate the approach to exercising their powers and performing their functions

 · Standardise sanctions issued in terms of the FIC Act

 · Share appropriate compliance and enforcement challenges and provide guidance 

 · Share information between supervisory bodies and the FIC to facilitate effective 
supervision and enforcement by supervisory bodies.
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Counter-terrorism

Progress on compliance with countering the financing of terrorism was monitored by the 
FIC, and the FATF adopted South Africa’s progress report in February 2012. 

The FIC established an internal sanctions communications response committee 
and dedicated a portion of its website to these issues. The website provides a direct 
link to United Nations press releases related to Al Qaeda and the Taliban, as well as 
proclamations issued by the President concerning section 25 of the Protection of 
Constitutional Democracy Against Terrorist and Related Activities Act.

Risk-based approach

During the period the FIC developed a risk-based approach to compliance management 
and oversight to assist supervisory bodies in terms of the FIC Act. The compliance 
management approach will help affected institutions adopt risk-management processes 
specific to their own work. These are based on the years of work conducted by 
the FATF to develop an extensive and detailed understanding of how to manage 
risk within the anti-money laundering and financing of terrorism framework. These 
documents can be accessed on the FATF website (http://www.fatf-gafi.org/documents/
riskbasedapproach/).

The process, as agreed by the FATF, encompasses the following:

 · Recognising the existence of risks 

 · Undertaking an assessment of risks 

 · Developing strategies to manage and mitigate the identified risks. 

Financial institutions will be required to:

 · Perform a risk analysis to determine the biggest threats and their sources

 · Develop strategies and approaches to manage and mitigate their risks

 · Design proportionate procedures – an effective risk-based approach involves 
identifying and categorising money laundering risks and establishing reasonable 
controls based on risks identified 

 · Exercise reasonable business judgement regarding customers. 

The FATF recognises that a risk-based approach should not be designed to prohibit 
financial institutions from engaging in transactions with customers or establishing 
relationships with potential customers, but rather that it should help financial institutions 
effectively manage potential money laundering and terrorist financing risks.

The table below shows the FIC’s performance against the strategic objective to improve 
compliance by accountable institutions and the public during the reporting period.

backgrounD: 
financial sector 
compliance With 
international 
obligations

South african financial institutions that 
participate in the global financial system have 
responsibilities related to combating money 
laundering and the financing of terrorism. While 
not legal obligations in terms of South african 
law, these compliance duties can nevertheless 
have a significant operational impact. the 
responsibilities flow from:

· united nations Security Council resolutions 
on financial sanctions, which must be 
implemented by all united nations member 
states. Financial institutions must be aware 
of such resolutions and assess how these are 
implemented

· Financial sanctions imposed by other states. 
South african businesses should determine 
whether any of their customers are subject 
to sanctions in the countries of their foreign 
correspondents and avoid any interaction 
with their counterparts on behalf of such 
customers

· Compliance measures introduced by 
international parent companies. Financial 
institutions in major financial centres are 
subject to measures adopted by their own 
governments. Where a South african firm is 
a subsidiary, internal group policies would 
normally dictate that the legal obligations 
of the country where the parent company is 
based apply to all subsidiaries. the exception 
is where the laws in the country hosting the 
subsidiary are stricter than those applying to 
the parent company. 

to help financial institutions with these 
responsibilities, the FIC periodically issues 
advisory notices drawing attention to risks 
identified by organisations such as the FatF.
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2. improveD fic act compliance of accountable institutions anD societY in general

objective
performance 
inDicator

target  
2011/12

actual  
performance  
2011/12

reasons for 
Deviations anD 
corrective  
action plan

2.1 Undertake administrative 
actions and assist in 
criminal prosecutions 
relating to non-compliance 
in pursuit of improved 
compliance of FIC Act

(i) Establish and capacitate 
inspectorate and 
regulatory enforcement 
capability

(ii) Administrative actions 
taken according to action 
plan

(iii) Report on support 
provided 

(iv) Assessment report

(i) Inspectorate and 
regulatory enforcement 
capability reviewed 
and action plan for 
administrative actions 
approved: Q2

(ii) Administrative actions 
taken according to action 
plan: Q4

(iii) Report on support 
provided: Q4 

(iv) Report due end Q4

(i) Core inspectorate and enforcement 
capability was fully established. 
Both staff and FIC Act Appeal Board 
members were appointed

FIC conducted 220 inspections of 
which 194 were own inspections and 
26 conducted jointly with supervisory 
bodies. Supervisory bodies conducted 
300 own inspections, giving a total 
compliance inspection number of  
520 inspections 

(ii) Follow-up on initial round of 
compliance inspections will be included 
in next year’s report to highlight actions 
taken to address non-compliance 

(iii) Provided support involving more 
than 8 interactions on non-compliance 
issues with supervisory bodies and 
law enforcement agencies (financial 
services providers, estate agents and 
the Asset Forfeiture Unit) 

(iv) The full assessment of the 
inspection process could not be 
performed as no sanctions were issued 
and no appeals took place during the 
financial year. Review of inspection 
approach is planned for Q2 of 2012/13 

(i) and (ii) Recruitment 
of an adequate number 
of inspectorate staff was 
completed later than 
planned. 

Corrective actions under 
way will ensure that new 
staff members help to 
stabilise operations at an 
average of 20 inspections 
per month, providing 
adequate capacity to 
achieve annual target. 

2.2 Provide training to 
designated external 
stakeholders with respect 
to their obligations under 
the FIC Act

(i) Approved training plan

(ii) Approved training 
material

(iii) Report on training 
provided according to plan

(i) Approved training plan 
at end July 2011

(ii) Approved training 
material at end Q2

(iii) Training plan 
Implemented by end Q2

Communication plan (including training 
of supervisory bodies) was developed 
and implemented:

 · 48 public awareness sessions were 
held

 · 4 notices were issued to boost 
registration of financial service 
providers, estate agents and 
attorneys

 · 14 articles were published focusing 
on areas ranging from estate agents 
to attorneys and supervisory body 
obligations

2.3 Develop a risk-based 
approach to compliance 
management and 
oversight

(i) Compile requirements 
for compliance 
management

(ii) Oversight framework 
compiled

(i) Requirements compiled 
by end-Q3

(ii) Risk-based approach 
to oversight implemented: 
Q4

The risk-based approach to oversight 
was implemented through development 
of an oversight framework as well as 
in the planning and execution of the 
compliance inspections that the FIC 
conducted
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Enhance international co-operation and strengthen measures 
to combat money laundering and financing of terrorism in 
east and southern Africa

As noted in the Report of the Accounting Authority, the financial intelligence framework 
is evolving in response to international political and economic developments. South 
Africa and the FIC continue to play an active role in the global effort to combat money 
laundering and terrorism financing. 

This effort finds concrete expression in three international bodies: the FATF and 
ESAAMLG, in which the FIC heads delegations representing the South African 
government, and the Egmont Group of Financial Intelligence Units, of which the FIC is a 
member. The FIC’s participation contributes to enhanced governance and capacity to 
combat money laundering and financing of terrorism in east and southern Africa. 

backgrounD: 
promoting global collaboration to combat moneY 
launDering anD financing of terrorism

egmont group

the egmont group is a global association of 186 FIus. the FIC joined egmont in 2003 and 
subscribes to its charter. 

financial action task force 

the FatF is the global standards-setting body backed by the political commitment of its 34 
member states and two regional organisations. South africa is the only african member. the 
FatF is made up of argentina, australia, austria, Belgium, Brazil, Canada, China, Denmark, the 
european Commission, Finland, France, germany, greece, the gulf Co-operation Council, Hong 
Kong, Iceland, India, Ireland, Italy, Japan, luxembourg, Mexico, netherlands, new Zealand, 
norway, portugal, the russian Federation, Singapore, South africa, South Korea, Spain, Sweden, 
Switzerland, turkey, the united Kingdom and the united States. 

eastern and southern africa anti-money laundering group

eSaaMlg is a regional body subscribing to global standards to combat money laundering 
and the financing of terrorism. Its 15 member states are Botswana, Kenya, lesotho, Malawi, 
Mauritius, Mozambique, namibia, South africa, Swaziland, Seychelles, tanzania, uganda, 
Comoros, Zambia and Zimbabwe. 

frica’s commitments to combat money laundering and the financing of terrorism are 

South Africa’s commitments to combat money laundering and the financing of terrorism 
are part of its efforts to ensure a stable financial system characterised by integrity and 
expanded public access, creating an environment that is conducive to investment 
that can be harnessed for socio-economic development. Having strong regulatory 
frameworks in place is one pre-condition for securing international market confidence. 
Without such confidence, governments generally find it very difficult – and very 
expensive – to obtain finance and investment.

South Africa contributes to new global standard

South Africa, through the FIC, played a central role in the adoption of new global 
standards in financial intelligence during 2011/12. The head of the FIC’s Legal and Policy 
department co-chaired the working group that developed the new standards, which 
were adopted by the FATF in February 2012 and by the relevant ministers of member 
countries in March 2012.

south africa, through 
the fic, played a 
central role in the 
adoption of new global 
standards in financial 
intelligence during 
2011/12. 

The head of the FIC’s Legal 
and Policy department 
co-chaired the working 
group that developed the 
new standards, which were 
adopted by the FATF in 
February 2012 and by the 
relevant ministers of member 
countries in March 2012. 
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During the process to develop the new FATF recommendations, South Africa stressed 
the need for a risk-based approach, including recognition that financial exclusion 
undermines the effectiveness of measures to combat money laundering and terrorism 
financing. In South Africa’s experience, measures can meet the goal of financial inclusion 
without compromising the fight against crime – in fact, greater financial inclusion 
can increase the effectiveness of such measures. However, strategies to move the 
unbanked from cash to electronic transactions must be well thought through to avoid 
triggering a pushback that results in even greater use of cash for informal financial 
services. 

Working with financial intelligence units around the world

During 2011/12 the FIC signed memoranda of understanding with the FIUs of Singapore, 
Albania, Angola, Botswana, Mali, Canada, Ghana, Lesotho and Tanzania. 

The FIC is sponsoring the admission of Namibia, the Seychelles and Tanzania, among 
others, to the Egmont Group. Candidate Egmont FIUs must demonstrate that a sound 
legislative framework is being implemented at a country level and that the FIU itself has 
adequate capabilities. As part of its sponsorship, the FIC assists with practical guidance 
and advice, sharing relevant organisational information, rules for data integrity and 
statistics, and on-the-job training.

backgrounD: 
sharing information 
With other financial 
intelligence units

the FIC may share confidential information 
with its international counterparts through 
formal agreements governing the exchange 
of information. Memoranda of understanding 
cover the type of information that may be 
shared and the way it can be used by the 
signatories. Memoranda may also clarify 
exceptional cases in which either party 
would have grounds for refusing to share 
information.  

the fic is sponsoring 
the admission of 
namibia, seychelles 
and tanzania, among 
others, to the egmont 
group. 

Egmont candidate FIUs must 
demonstrate that a sound 
legislative framework is being 
implemented at a country 
level and that the FIU itself 
has adequate capabilities
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What’s neW in the global stanDarDs?

the FatF’s recommendations have been adopted and now constitute the global standard. the new 
standards stress transparency and address serious tax crimes. there are three notable differences 
in the latest recommendations, described below. 

risk-based approach: the understanding of risk and risk-based decision-making are at the 
centre of the new recommendations. Countries need to clearly understand the risks that affect 
them, and adapt accordingly. this approach allows countries to take their social and economic 
circumstances into consideration in the design and implementation of measures to combat money 
laundering and terror financing, making their systems more effective and helping them to encourage 
financial inclusion, as called for by the g20.

operational measures: the recommendations concerned with law enforcement and FIus have 
been expanded significantly. the revisions clarify the role and functions of operational agencies 
responsible for combating money laundering and terrorist financing. they set out the range of 
investigative techniques and powers that should be available to them, such as obtaining and 
analysing financial information about a suspected criminal’s accounts and transactions. the FatF 
has also enhanced the scope and application of international co-operation between authorities. In 
summary, this means more effective exchanges of information for investigative, supervisory and 
prosecutorial purposes – and for tracing, freezing and confiscating illegal assets.

effective implementation: In assessing countries’ implementation measures, the FatF will place 
much more emphasis on the effectiveness of measures to combat money laundering and financing 
of terrorism, rather than simply ensuring that such measures exist. 

During the process to develop the new FATF recommendations, South Africa stressed 

What constitutes an effective anti-moneY 
launDering anD terror financing frameWork?

While the mechanism for undertaking FatF assessments based on the new criteria is still being 
developed, the results of an effective framework can be described in the following terms:

· a co-ordinated approach mitigates risks 

· Co-operation with international efforts delivers timely information, intelligence, evidence, 
criminals and illicit assets

· appropriately supervised financial and other institutions apply robust preventive measures

· Measures applied by financial and other institutions prevent money laundering and terrorist 
financing – or help the authorities to do so

· Financial and other institutions report suspicious transactions to the FIu

· ownership and control of legal persons is transparent to competent authorities

· Financial intelligence and all other relevant information is used by competent authorities

· Money laundering offences and activities are investigated, prosecuted and sanctioned

· proceeds and instruments of crime are confiscated

· terrorist financing activities are investigated and persons who finance terrorism are sanctioned.
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The table below shows the FIC’s performance against the strategic objective to enhance 
international co-operation and strengthen financial intelligence in east and southern 
Africa during the reporting period.

Improve South Africa’s anti-money laundering and terror 
financing framework 

Progress on this objective is largely addressed in the earlier sections on improving 
consumption of financial intelligence products and on compliance. As the performance 
table shows, much of the strategic work in this area focused on establishing an 
overarching framework to combat money laundering and the financing of terrorism, and 
several key indicators were realised in previous financial years. The 2012/13 annual 
publication will report against a new set of strategic objectives. 

Registration of accountable and reporting institutions

The registration of accountable and reporting institutions is an important indicator of the 
extent to which the FIC Act is being complied with, and how South Africa’s anti-money 
laundering and combating of financing of terrorism framework is being implemented. 
Registration has grown substantially over the past year. As Table 5 shows, the number of 
registrations at the end of 2011/12 totalled 14 054, an increase of 62 percent on the prior 
year.

3. improveD anti-moneY launDering/combating financing of terrorism capacitY in esaamlg region

objective
performance 
inDicator

target  
2011/12

actual  
performance  
2011/12

reasons for 
Deviations anD 
corrective  
action plan

3.1 To improve the FIC’s 
understanding of the 
scope of and need for 
technical assistance within 
the ESAAMLG region 
necessary to strengthen 
the region’s anti-money 
laundering and combating 
financial terrorism regimes

Report on priorities 
and needs for technical 
assistance within the 
ESAAMLG region

Report approved: Q2 Report on priorities and need for 
technical assistance delivered and 
approved 

3.2 To provide technical 
assistance and support on 
request to countries within 
the ESAAMLG region to 
strengthen their anti-money 
laundering and combating 
financial terrorism regimes

(i) Approved framework 
for the supply of technical 
assistance

(ii) Responses to requests 
for support

(i) N/A (framework already 
in place)

(ii) 100% of requests 
responded to

(i) Approved framework for the supply 
of technical assistance maintained 
with no changes

(ii)100% of requests responded to: 
Visits by study groups from Botswana, 
Lesotho and Angola

3.3 To provide assistance and 
support to the ESAAMLG 
Secretariat

Report on assistance to be 
provided

N/A (report finalised in 
previous financial year)

No changes to report adopted in 
prior year

* Items marked N/A relate to targets that were achieved in earlier years, and are consequently not reported on here. 
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table 5: registration of accountable anD reporting institutions as at  
31 march 2012 

scheDule 1: item no. registrations 

1 Attorneys 3 886

2 Trust companies 130

3 Estate agents 3 628

4 Authorised users of an exchange 99

5 Unit trusts (collective investment scheme managers) 63

6 Banks 44

7 Mutual banks 3

8 Long-term insurers 87

9 Gambling 698

10 Foreign exchange 212

11 Money lenders against securities 33

12 Investment advisors or intermediaries 3 500

13 Issuers of traveller’s cheques and money orders 15

14 Postbank 1

15 Stock exchange Now incorporated under Item 4

16 Ithala 1

17 Approved person by Registrar of Stock Exchanges (asset managers) Now incorporated under Item 12

18 Registrar of Financial Markets (asset managers) Now incorporated under Item 12

19 Money remitters 153

scheDule 3: item no. registrations 

1 Motor vehicle dealers 1 442

2 Krugerrand dealers 59

total 14 054

According to FIC research, this represents not quite half of the potential “universe” of 
institutions that should be registered. Work will continue over the year ahead to define the 
scope of potential registered entities and to expand registrations. 

Cash threshold reports 

A second indicator of the framework for South Africa’s anti-money laundering and 
combating of financing of terrorism is the extent of statutory reporting by accountable 
and reporting institutions.

STRs and CTRs are markers that can help the FIC to identify the proceeds of crime, as 
well as reflect levels of compliance. CTRs capture transactions that involve notes, coins 
and traveller’s cheques to the value of R25 000 and above, which must be reported by 
all accountable and reporting institutions, such as banks, motor vehicle dealers, casinos 
and so on. More than 5.5 million CTRs to the minimum value of about R138 billion were 
reported to the FIC during 2011/12 (see Table 6 in the next section). 

Update and review of the FIC Act

The FIC has started to review the FIC Act, which has entailed researching and identifying 
broad areas to be addressed in the process of updating and improving the FIC Act and 
formulating ideas on matters such as customer due diligence. 

A second indicator of the 
framework for South Africa’s 
anti-money laundering and 
combating of financing 
of terrorism is the extent 
of statutory reporting by 
accountable and reporting 
institutions.

14 054
accountable 
institutions 
registereD as at 
march 2012
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At the same time, the FATF embarked on its own review process, in which South Africa 
played an active role. This process evolved into an extensive review of a number of 
important recommendations and led to the adoption of the new set of international 
standards, as discussed elsewhere in this report. The adoption of the new international 
standards may imply changes to the domestic framework, and it was considered 
prudent to wait to develop proposals for legislative amendments to the FIC Act until the 
FATF process had reached its conclusion. It is expected that the review of the FIC Act will 
continue in 2012/13, with broad consultation to give all interested parties an opportunity 
to contribute to the process.

Building the investigation value chain

During the reporting period the FIC referred 761 matters to investigating agencies – a 
9 percent increase on the prior year. The financial value of these matters is estimated 
at R6.3 billion – 35 percent up on the prior year. This reflects the FIC’s commitment to 
quality, rather than quantity – in other words, high-quality, timely and actionable financial 
intelligence rather than larger volumes of lower-quality intelligence that cannot be acted 
upon.

The FIC continues to work with the Directorate for Priority Crime Investigations, SARS, 
the National Joint Operational and Intelligence Command Structure and the State 
Security Agency. It also takes part in the Multi-Agency Working Group, addressing 
procurement reform and related issues, as well as government’s Anti-Corruption Task 
Team, focusing on matters reaching the designated threshold for investigation. 

Participation in policy development at international forums

The FIC continued to lead South Africa’s participation in the FATF and the ESAAMLG. 
The FIC participated actively in meetings, discussing policy direction, the setting of 
standards and the development of measures at a domestic level to combat money 
laundering and terror financing. 

As the current cycle of mutual evaluations in the ESAAMLG draws to a close (the last 
mutual evaluation reports for the current cycle will be adopted in the course of 2012/13), 
it becomes increasingly important to follow up on findings of mutual evaluation reports 
and keep track of the corrective actions of member countries. Members of the FIC play 
an important role in the work of the ESAAMLG by reviewing progress reports that are 
submitted to the body and giving direction to discussions where members’ progress 
is considered. The ESAAMLG has established a forum for existing and emerging 
FIUs to discuss matters of common interest and share experiences to accelerate the 
development of FIUs in the region. This is a particularly important development, and a 
staff member of the FIC (on behalf of South Africa) serves as deputy chairperson of this 
forum. 

The table below shows the FIC’s performance against the strategic objective to improve 
South Africa’s anti-money laundering and terror financing framework during the reporting 
period.

analYsis:  
moneY launDering anD 
tax evasion through 
offshore investments

Individuals may legitimately invest in other 
countries in the hope of obtaining favourable tax 
benefits. If not adequately regulated, however, 
such investments can provide avenues to hide 
the proceeds of crime or to evade the payment 
of tax. 

FIC intelligence shows that tax havens have 
featured prominently as destination countries 
for outward transactions and various reports 
have been routed to the SarS for evaluation. 
trends and patterns have also given rise to the 
identification of various individuals and entities 
that warranted investigation by supervisory 
authorities and law enforcement agencies.

761
matters referreD to 
investigating agencies
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4. improveD anti-moneY launDering/combating financing of terrorism frameWork in south africa 

objective
performance 
inDicator

target
2011/12

actual  
performance
2011/12

reasons for 
Deviations anD 
corrective  
action plan

4.1 To review and make 
proposals to update the 
FIC Act in order to improve 
the anti-money laundering/ 
combating of financing of 
terrorism framework 

(i) Action plan

(ii) Proposal document 
outlining improvements to 
be submitted to Minister of 
Finance

(iii) Proposed legislative 
amendments 

(i) N/A

(ii) N/A

(iii) Proposed legislative 
amendments submitted to 
Minister for approval: Q4

Draft issues paper identifying 
matters to be addressed through 
amendments to FIC Act was prepared 
for publication. Legislative proposals 
have not yet been developed due to 
significant changes in international 
standards in 2011/12

4.2 To develop strategic 
research capability within 
the FIC to enable it to 
identify money laundering/ 
terrorism financing threats, 
typologies and trends, and 
to develop the FIC as a 
learning organisation

(i) Business case

(ii) Capability in place as per 
business case

(i) N/A

(ii) N/A

No target for business case and for 
capability development was set as 
this area became part of business 
as usual

Strategic research capability 
continued to be used in the FIC’s 
work in support of law enforcement 
agencies. This capability includes the 
identification of money laundering/
terror financing threats, typologies 
and trends

4.3 To monitor actions by 
relevant South African 
authorities to implement the 
recommendations from the 
Mutual Evaluation Report to 
report on progress to FATF

(i) Plan for the monitoring of 
relevant authorities 

(ii) Consolidated 
reports for submission 
to FATF regarding the 
implementation of 
recommendations to the 
FIC and relevant authorities

(i) N/A - No planning target 
was set as the process had 
progressed to the stage 
shown in indicator (ii) below

(ii) Approved consolidated 
report for FATF on progress 
made: Q4

(i) Plan for the monitoring of relevant 
authorities was completed

(ii) FIC delivered follow-up report 
to FATF in Q4 regarding actions 
of agencies and departments in 
response to recommendations 

4.4 To fulfil international 
responsibilities in terms of 
policy development and 
tactical co-operation within 
FIU community

Responses to all requests 
for engagement and 
support

90% responded to 100% of requests responded to, 
including participation in FATF:

 · Projects on financial inclusion 
and typologies on maritime 
piracy and human trafficking 
issues

 · Working groups on money 
laundering and terrorist 
financing, and mutual evaluations 
and implementation

 · Special plenary meeting 
on adoption of revised 40 
Recommendations

* Items marked N/A relate to targets that were achieved in earlier years, and are consequently not reported on here.
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Develop and commission the FIC’s information and communications 
technology system

The FIC relies on ICT to execute operations, as defined in its mandate. ICT is integral 
to analysing data collected by large reporting streams and the production of financial 
intelligence. Continuous review of the current data set, mapping of system requirements 
and enhancing ICT all help to ensure that the FIC is a sustainable and capable institution. 

The FIC focused on developing and implementing systems to:

 · Enhance existing business systems and to identify new systems by reviewing the 
status of all intelligence reports data and business rules to align with the current data 
structure 

 · Estimate future requirements concerning data volumes and reporting streams to 
inform systems development 

 · Facilitate receipt of high volumes of data from reporting institutions

 · Develop business continuity management plans to ensure continued operations of 
the FIC with minimum disruption in case of disaster or interruptions 

 · Enhance the security of the FIC’s environment from both internal and external 
threats. 

ICT systems were able to cope with large increases in data reporting including receiving 
more than 5.5 million CTRs in 2011/12 in comparison to 1.3 million CTRs received in 
2010/11 – a five-fold increase.

table 6: cash thresholD reports receiveD, 2011/12

scheDule 1: item no. 2011/12 financial Year

1 Attorneys 1305

2 Trust companies 101

3 Estate agents 1406

4 Authorised users of an exchange 147

5 Unit trusts (collective investment scheme managers) 733

6 Banks 4 880 107

7 Mutual banks 1007

8 Long-term insurers 381

9 Gambling 441 036

10 Foreign exchange 119 982

11 Money lenders against securities 114

12 Investment advisors or intermediaries 2321

13 Issuers of traveller’s cheques and money orders 1249

14 Postbank 24 144

15 Stock exchange Incorporated under Item 4

16 Ithala 110

17 Approved person by Registrar of Stock Exchanges (asset managers) Incorporated under Item 12

18 Registrar of Financial Markets (asset managers) Incorporated under Item 12

19 Money remitters 13 685

scheDule 3: item no.

1 Motor vehicle dealers 42 655

2 Krugerrand dealers 575

total 5 531 058

5,5m
cash threshold 
reports received
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The FIC is working to ensure synergies between systems that are already in place to 
promote cost-effective, seamless integration of the current and longer-term information 
and communication technology requirements. The FIC will continue to enhance its 
ICT capabilities to deal with and process increasing data volumes and the complexity 
resulting from this.

The table below shows the FIC’s performance against the strategic objective to develop 
and commission the FIC’s ICT system during the reporting period.

5. DEVELOP AND COMMISSION THE FIC’S INFORMATION AND COMMUNICATIONS TECHNOLOGY SYSTEM

OBJECTIVES
PERFORMANCE 
INDICATOR

TARGET  
2011/12

ACTUAL  
PERFORMANCE 
2011/12

REASONS FOR 
DEVIATIONS AND 
CORRECTIVE  
ACTION PLAN

5.1 To enhance the ICT 
platform to support the 
business processes and 
goals of the FIC

(i) Approved plan for newly 
identified and additional 
business systems

(ii) Implementation of 
systems

(iii) Strategic review of 
current systems and 
requirements

(i) Plan for newly identified 
and additional business 
systems reviewed and 
approved: Q1

(ii) Newly identified and 
additional business systems 
completed in accordance 
with approved plan: Q4

(iii) Review of current 
capacities (Q2) and 
medium-term requirements 
(Q4)

(i) Plan developed and approved

(ii)  (a) Public Query Process and 
Intranet implemented
(b)  Additional system to enhance 
registration and intelligence reporting 
system not implemented

(iii) Draft infrastructure design plan 
reviewed. Phase I of infrastructure 
requirements for future data volumes 
and operational requirements 
completed 

Phase II, which will be the new 
infrastructure design plan, to be 
finalised in 2012/13 for tender 
acquisition processes

(i) Target achieved

(ii) Deviations from the initial 
plan on projects to enhance 
business systems were 
due to:

 · Re-alignment of budgets

 · Extended time frames for 
reaching agreement with 
external stakeholders

Corrective action: new 
resources secured to 
continue with the project 
and timelines re-baselined

(iii) Factoring of medium-
term requirements into the 
infrastructure design project 
caused deviation. Project 
timelines re-baselined

5.2 To integrate FIC systems 
with those of targeted 
external stakeholders 
to obtain additional and 
improved reporting streams 
to enhance the FIC’s 
ability to collect relevant 
information

(i) CTR and cash courier 
report (CCR) systems

(ii) EFT system

(i) Implement second-
generation CCR and fully 
integrate CTR system in FIC 
business system: Q4

(ii) Fully integrate EFT 
reporting system in 
business system: Q4

(i) (a) CTR system in place and 
partly integrated (b) CCR system not 
implemented 

(ii) Target partially achieved

(i) (a)  CTR full integration 
will be addressed through 
related improvement 
projects during 2012/13
(b) CCR completion under 
discussion with related 
agencies

(ii) Project to achieve full 
integration under way, 
expected to be concluded 
in 2012/13
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objectives
performance 
inDicator

target  
2011/12

actual  
performance 
2011/12

reasons for 
Deviations anD 
corrective  
action plan

5.3 To establish disaster 
recovery, business 
continuity, information 
security systems and 
policies required for 
securing and sustaining FIC 
business operations

(i) Disaster recovery plan 
and system implemented

(ii) Business continuity plan 
and system Implemented

(iii) Information security 
policies and  key 
information security 
services implemented as 
per strategy

(i) N/A

No target was set as there 
was no requirement for 
additional work on this 
system

(ii) Implementation of 
business continuity plan 
completed by Q4

(iii) Remaining security 
services implemented: Q4

(i) Disaster recovery infrastructure 
system enhancements identified and 
agreed

(ii) Business continuity plan simulation 
conducted with all business units; 
strategy will be completed during first 
half of 2012/13 

(iii) Data leakage prevention solution 
implemented in ICT department and 
being rolled out to other departments; 
completion expected during first half 
of 2012/13

 · Information security services 
implemented for monitoring  
critical devices

 · Public key infrastructure 
implemented 

Become a more sustainable, capable institution

The FIC increased the spending of its allocated budget from R136 million in 2010/11 to 
R171 million in 2011/12. The spending increase reflects continued progress in building 
institutional capacity and ability to deliver on higher output targets.

During the reporting period the FIC reviewed its supply chain management and financial 
management process to enhance its controls and ensure that good reporting and 
accountability continue to anchor its operations.

Additional highlights of the reporting period included the following:

 · An office space requirement assessment was completed. This will help the FIC to 
identify suitable premises over the medium term that can support the FIC’s growing 
responsibilities and expected growth in staff numbers over the medium term

 · The FIC took steps to improve the planning and alignment of its budgets against 
predetermined objectives, and to strengthen monitoring and reporting

 · The project management approach was refined to ensure effective delivery of 
strategic projects

 · The FIC engaged with a broad spectrum of stakeholders, including the media, 
supervisory bodies, local and international partners, visiting delegations and FIC staff 
on programmes ranging from crime awareness to obligations related to the FIC Act. 
The reporting period saw additional FIC communications being produced and a new 
intranet system launched for staff

 · An internal fraud prevention programme was successfully launched with employees 
playing an active role in promoting anti-fraud and anti-corruption activities within the 
FIC. This forms part of the FIC’s matrix of financial and supply chain controls 



fic Annual Report 2011/12  37

 · The FIC registered substantial 
progress in skills acquisition, 
exceeding its recruitment target 
and increasing its staff complement 
by 29 percent against a target 
of 14 percent. This included the 
recruitment of specialised financial 
and forensic skills.

The FIC is committed to employment 
equity. As of 31 March 2012, 76 percent 
of staff was African, Coloured and Indian, 
and 52 percent were women.

In 2012/13, the FIC will develop retention 
strategies that focus on career-pathing 
and staff development.

The table below shows the FIC’s 
performance against the strategic 
objective to become a more sustainable, 
capable institution during the reporting 
period.
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76%
african, coloureD  

anD inDian

48%
male

figure 2: fic staff equitY profile at 31 march 2012

6. become a more sustainable, capable institution

objective
performance 
inDicator

target
2011/12

actual  
performance
2011/12

reasons for 
Deviations anD 
corrective  
action plan

6.1 To provide appropriate 
premises for FIC operations 
in the medium to long term

(i) Approved analysis report 
indicating the FIC’s future 
accommodation needs 
and delivery plan detailing 
timelines

(ii) Delivery plan 
implemented

(i) Report and delivery plan 
approved by end-October 
2011

(ii) Delivery should be as per 
plan in Q4

Accommodation needs assessment 
exercise completed and options for 
new premises will be considered 
by FIC leadership in early part of 
2012/13

6.2 To maintain human 
resource capacity to sustain 
the business of the FIC

(i) Staff complement

(ii) Staffing capacity in new 
areas of work

(i) 14% increase in staff 
numbers year-on-year

(ii) Capacity in new areas of 
work actioned: Q4

Staff complement increased by 
29%, from 146 in 2010/11 to 188 
in 2011/12

New areas of work included increased 
compliance inspections capacity 
as well as staffing of a Cape Town 
regional office 

6.3 To create awareness of 
the FIC, the FIC Act and 
their roles among staff, all 
stakeholders and the public

Communications plan 
approved and implemented

Approved communications 
plan implemented by Q4

Communication initiatives completed 
per plan, including:

 · Communications to staff

 · Public awareness communications 

 · Stakeholder engagements

 · Staff awareness: anti-fraud and 
corruption campaign launched; 
introduction of toll-free line for 
reporting of fraud and corruption
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operations 
  

4. 
The FIC is composed of four business 
departments:

 · Legal and Policy
 · Compliance and Prevention
 · Monitoring and Analysis
 · Corporate Services.

figure 3: structure of the fic

office of the Director

corporate services

legal & 
policY

compliance & 
prevention

monitoring & 
analYsis
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Managers of departments meet regularly 
as a management executive to oversee 
the effective performance of the 
organisation, share information and co-
ordinate activities. Summary descriptions 
of each department are provided below. 

Office of the Director

The Director is responsible for FIC 
strategy and stakeholder relationships, 
and heads South Africa’s delegation to 
international bodies such as the FATF, 
ESAAMLG and the Egmont Group. 

Legal and Policy

The Legal and Policy department has 
three primary areas of responsibility:

 · Administering the FIC Act

 · Engaging with international 
organisations 

 · Providing strategic policy advice. 

Compliance and Prevention

The Compliance and Prevention 
department is responsible for 
compliance oversight of the FIC Act. The 
department monitors and gives guidance 
to accountable and reporting institutions, 
supervisory bodies and other persons 
regarding the performance of their 
obligations. It also develops and issues 
guidance, and provides training for 
affected entities. The department works 
to enhance public awareness of the need 
to combat money laundering and terror 
financing.

Monitoring and Analysis

The Monitoring and Analysis department 
receives and analyses data related to the 
identification of the proceeds of crime, 
money laundering or terror financing. 
This includes monitoring and scrutinising 
all STRs and identifying trends. The 
department works closely with the law 
enforcement authorities, intelligence 
agencies, SARS and the private sector to 

help them combat crime, and provides 
certain support services for investigations 
on request. The department’s work also 
contributes to enhanced international 
co-operation. 

Corporate Services

Corporate Services provides the 
infrastructure to support the FIC’s work. 
The department’s primary functions 
are office management, financial 
and administrative management, 
procurement and supply chain 
management, human resources, registry 
and document storage services, in-
house staff training and development, 
security services, in-house legal 
services, project management, and ICT.
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annual financial 
statements 
For tHe year enDeD  
31 MarCH 2012 
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auDit committee report 
for the year eNDeD 31 March 2012

We are pleased to present our report for the financial year ended 31 March 2012.

Audit committee members and attendance 

The Audit and Risk Committees have each met on six occasions during the year under 
review. The attendance of members, all of whom are independent non-executives, at 
these meetings were as follows:

name of member number of meetings attenDeD

C D Kneale (Chairperson) 6

B Lengane 6

N Khumalo 6

Audit Committee’s Duties

The Audit Committee has performed its duties, as the Audit Committee of a Public Entity, 
which duties are set out in Treasury Regulation 27, promulgated in terms of section 51(1)
(a)(ii) and 76(4)(d) of the Public Finance Management Act.

The Audit Committee’s terms of reference were reviewed and amended during the year 
under review.

The Risk Committee, during the year under review, has received reports from 
management and the internal audit function on the process used to identify, quantify and 
prioritise risk, identified by risk management procedures.

Internal audit, whose function is risk based, has during the financial year, reviewed the 
risk management procedure, which seeks to identify existing and emerging risks, the 
effects of which are minimized and controlled by internal controls.

Internal Controls

The Internal Audit function, during the financial year, has reviewed the internal controls 
adopted to control risk.

Internal Audit and the Auditor-General of South Africa have, in the past year, not 
reported any material deficiency in the risk management or internal control procedures. 
Accordingly, the Audit Committee has no reason to doubt the effectiveness of internal 
controls.

Internal Audit and the  
Auditor-General of South 
Africa have, in the past 
year, not reported any 
material deficiency in 
the risk management or 
internal control procedures. 
Accordingly, the Audit 
Committee has no reason  
to doubt the effectiveness  
of internal controls.
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Evaluation of financial statements

The audit committee has during 2011/2012 financial year:

 ·  Reviewed and discussed the audited annual financial statements to be included  
in the annual report, with the Auditor-General of South Africa

 · Reviewed the Auditor-General of South Africa management letter and 
management’s response

 · Reviewed the entities compliance with legal and regulatory provisions; Reviewed 
significant adjustments resulting from the audit

 · Ensured  that  the  annual  financial  statements  are  prepared  in  accordance   
with  the  applicable  accounting standards

 · Reviewed the process used for the identification and management of risks,  
including emerging risks.

             

Internal audit 

The audit committee is satisfied that the internal audit function is operating effectively  
and that it has addressed the risks pertinent to the Financial Intelligence Centre. 

Auditor-General 

The Audit Committee has met with representatives of the Auditor-General of  
South Africa. No unresolved issues were identified at the meeting.

Clive D Kneale

Chairperson of the Audit Committee

11 September 2012
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report of the auDitor-general to parliament 
oN the fiNaNciaL iNteLLiGeNce ceNtre

Report on the financial statements 

Introduction 

1. I have audited the financial statements of the Financial Intelligence Centre set out on 
pages 47 to 69, which comprise statement of financial position as at 31 March 2012, 
the statement of financial performance, statement of changes in net assets and the 
cash flow statement for the year then ended, and the notes, comprising a summary 
of significant accounting policies and other explanatory information. 

Accounting authority’s responsibility for the financial statements

2. The accounting authority is responsible for the preparation and fair presentation of 
these financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements 
of the Public Finance Management Act of South Africa, 1999 (Act No. 1 of 1999) 
(PFMA), and for such internal control as the accounting authority determines is 
necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on 
my audit.  I conducted my audit in accordance with the Public Audit Act of South 
Africa, 2004 (Act No. 25 of 2004) (PAA), the General Notice issued in terms thereof 
and International Standards on Auditing. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.

4. An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements.  The procedures selected 
depend on the auditor’s judgement, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error.  In 
making those risk assessments, the auditor considers internal control relevant to 
the entity’s preparation and fair presentation of the  financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion.

Opinion

6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Financial Intelligence Centre as at 31 March 2012, and 
its financial performance and cash flows for the year then ended in accordance 
with South African Standards of Generally Recognised Accounting Practice (SA 
Standards of GRAP) and the requirements of the of the Public Finance Management 
Act of South Africa, 1999 (Act No. 1 of 1999) (PFMA). 

Report on other legal and regulatory requirements 

7 In accordance with the PAA and the General Notice issued in terms thereof, I report 
the following findings relevant to performance against predetermined objectives, 
compliance with laws and regulations and internal control, but not for the purpose of 
expressing an opinion.
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Predetermined objectives 

8. I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the Financial Intelligence Centre’s annual performance report as set 
out on pages 17 to 37 of the annual report. 

9. The reported performance against predetermined objectives was evaluated against 
the overall criteria of usefulness and reliability. The usefulness of information in the 
annual performance report relates to whether it is presented in accordance with the 
National Treasury annual reporting principles and whether the reported performance 
is consistent with the planned objectives. The usefulness of information further 
relates to whether indicators and targets are measurable (i.e. well defined, verifiable, 
specific, measurable and time bound) and relevant as required by the National 
Treasury Framework for managing programme performance information.

 The reliability of the information in respect of the selected objectives is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate 
and complete).

10. The material finding is as follows:

Usefulness of information

Consistency

11. Treasury Regulation 30.1.3(g) requires that the strategic plan should form the basis 
for the annual report, therefore requiring consistency of objectives, indicators and 
targets between planning and reporting documents. A total of 24% of the reported 
targets are not consistent with the targets as per the approved annual performance 
plan. FIC did not have sufficient monitoring controls to ensure adherence to 
consistency requirements at objective level and for purposes of taking corrective 
action.

Compliance with laws and regulations 

12. I performed procedures to obtain evidence that the entity had complied with 
applicable laws and regulations regarding financial matters, financial management 
and other related matters. My findings on material non-compliance with specific 
matters in key applicable laws and regulations as set out in the General Notice 
issued in terms of the PAA are as follows:

Procurement and contract management 

13. Goods and services with a transaction value below R500 000 were procured 
without obtaining the required price quotations, as required by Treasury Regulation 
16A6.1.

Expenditure management

14. The internal controls designed to prevent irregular expenditure, as required by 
section 51(1) (b) (ii) of the PFMA, were not adequate to prevent all possible irregular 
expenditure.

Annual financial statements

15. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 55(1)(b) of the PFMA. 
Material misstatements identified by the auditors were corrected, which resulted in 
the financial statements receiving an unqualified opinion.
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Asset management

16. Internal control systems implemented to safeguard and maintain assets, as required 
by sections 50(1)(a) and 51(1)(c) of the PFMA, were not adequate leading to material 
misstatement of assets in the fi nancial statements. 

Internal control  

17. I considered internal control relevant to my audit of the fi nancial statements, 
the Financial Intelligence Centre’s performance report and compliance with laws and 
regulations. The matters reported below under the fundamentals of internal control 
are limited to the signifi cant defi ciencies that resulted in the basis for the fi ndings on 
the Financial Intelligence Centre’s performance report and the fi ndings 
on compliance with laws and regulations included in this report.

Leadership

18. The accounting authority exercised limited oversight over the fi nancial statements, 
reporting on predetermined objectives and compliance with laws and regulations. 
This resulted in material misstatements identifi ed in the fi nancial statements, fi ndings 
on the predetermined objectives and non-compliance with laws and regulations. 

Financial and performance management

19. The entity did not put adequate controls in place to ensure the accuracy and 
completeness of the classes of transactions and account balances in the fi nancial 
statements. The fi nancial statements submitted by the entity to the audit committee 
and for audit purposes were not effectively reviewed by management and resulted 
in material misstatements pertaining to the following account balances/class of 
transactions: Property, plant and equipment; intangible assets; prepayments; trade 
payables and expenditure. This was mainly due to lack of training and an adequate 
review process.

 Pretoria

14 September 2012

report of the auDitor-general to parliament 
oN the fiNaNciaL iNteLLiGeNce ceNtre (coNtiNueD)
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note(s)
2012

r '000

restateD 
2011

r '000

ASSETS 

CURRENT ASSETS 

Cash and cash equivalents        2 47 982 65 419

Receivables        3 47 238

Inventory        4 230 242

Prepayments        5 971 1 738

 49 230 67 637

NON-CURRENT ASSETS 

Intangible assets  6 8 750 10 015

Property, plant and equipment  7 29 665 32 377

Receivables  8 762 699

 39 177 43 091

Total Assets 88 407 110 728

LIABILITIES 

CURRENT LIABILITIES 

Trade and other payables  9 24 095 12 157

Finance lease liabilities 10 768 949

 24 863 13 106

NON-CURRENT LIABILITIES 

Finance lease liabilities 10 512 1 281

Total Liabilities 25 375 14 387

Net Assets 63 032 96 341

NET ASSETS 

RESERVES 

Revaluation reserve 21 21

Accumulated surplus 63 011 96 320

Total Net Assets 63 032 96 341

 

statement of financial position 
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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DetaileD statement of financial performance 
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

note(s)
2012

r '000

restateD 
2011

r '000

Revenue 

Non-exchange revenue 11 136 500 181 414

Interest received  12 1 521 987

Total Revenue 138 021 182 401

Expenditure 

Personnel  19 (93 476) (73 995)

Audit committee member fees 14 (284) (329)

Audit fee 15 (1 113) (961)

Depreciation and amortisation 16 (12 245) (9 320)

Finance costs 17 (174) (220)

Administrative 13 (63 597) (51 279)

Total Expenditure (170 889) (136 104)

(Loss)/gain on disposal of assets and 
liabilities

(346) 310

Loss on foreign exchange (95) (43)

(Deficit)/surplus for the year (33 309) 46 564
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statement of changes in net assets 
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

revaluation 
reserve

r’000

accumulateD 
surplus

r '000

total net 
assets
r '000

Opening balance as previously reported 23 50 124 50 147

Prior year adjustment as previously stated (640) (640)

Prior year adjustment change - 272 272

Balance at 1 April 2010 as restated 23 49 756 49 779

Revaluation reserve  (2) - (2)

Opening balance as previously reported - 46 564 46 564

Surplus as previously stated - 45 388 45 388

Prior year adjustments - 1 176 1 176

Balance at 1 April 2011 as restated 21 96 320 96 341

Deficit for the year - (33 309) (33 309)

Total changes - (33 309) (33 309)

Balance at 31 March 2012 21 63 011 63 032
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cash floW statement 
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

note(s)
2012

r '000

restateD 
2011

r '000

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Cash receipts from grants 136 500 181 414

Interest income 1 521 987

138 021 182 401

Payments

Suppliers (145 852) (127 355)

Finance Costs (174) (220)

(146 026) (127 575)

Net cash from operating activities 21 (8 005) 54 826

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment 7 (6 824) (8 610)

Purchase of other intangible assets 6 (1 651) (3 743)

Net cash flows from investing activities (8 475) (12 353)

CASH FLOWS FROM FINANCING ACTIVITIES

Finance lease payments (957) (608)

Net increase/(decrease) in cash and cash equivalents (17 437) 41 865

Cash and cash equivalents at the beginning of the year 65 419 23 554

Cash and cash equivalents at the end of the year 2 47 982 65 419
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accounting policies 
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

1. Basis of PreParation

The financial statements comply with Standards of GRAP and are prepared on the accrual basis, using the historical cost basis, except 
where indicated otherwise. Management has used assessment and estimate in preparing the annual financial statements, based on the best 
information available at the time of preparation. The financial statements have been prepared on a going concern basis and the accounting 
policies have been applied consistently throughout the period.

1.1 offsettinG

Assets, liabilities, revenue and expenses have not been offset except where offsetting is required or permitted by GRAP.

1.2 finanCiaL instrUMents 

Classification

The financial instruments recognised in the statement of financial position consist of cash at bank and cash equivalents, receivables, trade 
and other payables and lease liabilities.

initial recognition and measurement

Financial instruments are recognised in the statement of financial position when the FIC becomes a party to the contractual provisions of a 
financial instrument.

Financial instruments are initially recognised at fair value.

Subsequent measurement

Subsequent to initial measurement, financial instruments are measured at fair value according to the following classifications:

 · Cash and cash equivalents are measured at amortised cost

 · A provision for impairment of receivables is established when there is objective evidence that the FIC will not be able to collect all amounts 
due according to the original terms of receivables. Significant financial difficulties of the  debtor  and  default  or  delinquency  in  payments  
are  considered  indicators  that  the  trade  receivable  is impaired

 · The amount of the provision is the difference between the asset’s carrying amount and the present value of estimated future cash flows, 
discounted at the effective interest rate

 · Trade payables are subject to normal trade credit terms and relatively short payment cycle.

Amortised cost

Amortised cost is the amount at which the financial asset or financial liability is measured at initial recognition minus principal repayments, plus 
or minus the cumulative amortisation using the effective interest method of any difference between that initial amount and the maturity amount, 
and minus any reduction for impairment or uncollectibility.

Financial liabilities held at amortised cost

Finance lease liabilities are included in financial liabilities held at amortised cost.

Finance lease liabilities are subsequently measured at amortised cost using the effective interest rate method. Interest expense is recognised 
in the Statement of Financial Performance by applying the effective interest rate.

Effective interest rate method

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the 
interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts  estimated future cash 
payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of 
the financial asset or financial liability.

Loans and receivables

Trade and other receivables (excluding prepayments and deposits), and loans that have fixed and determinable payments that are not quoted 
in an active market, are classified as loans and receivables.
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1.2 finanCiaL instrUMents (continued) 

Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective interest rate 
method.

Cash and cash equivalents

Cash and cash equivalents comprise short-term highly liquid investments that are readily convertible to a known amount of cash and are 
subject to an insignificant risk of changes in value.

Cash and cash equivalents are subsequently recorded at amortised cost.

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.

1.3 Leases

Leases are classified as either finance or operating leases.

Finance leases

Finance leases are leases that substantially transfer all risks and rewards incidental to ownership of the asset. Title may or may not be 
transferred.

Assets held under finance lease are capitalised as leased assets. The corresponding liability is included in the statement of financial 
position as a finance lease obligation. The cash equivalent cost is the lower of the fair value of the asset and the present value of the 
minimum lease payments at inception of the lease.

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate of 
interest on the remaining balance of the liability.

The lease assets are written off over the duration of the lease contract.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value of the 
leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is included in the 
statement of financial position as a finance lease obligation.

Minimum lease payments are apportioned between the finance charge and the outstanding liability. The finance charge is allocated to 
each period during the lease term so as to produce a constant rate of interest on the remaining balance of the liability.

Any contingent rents are expensed in the period in which they are incurred.

Operating leases

Leases where the lessor retains the risks and rewards of ownership of the underlying asset are classified as operating leases. Operating 
lease expenses are charged against surplus on a straight line basis over the term of the lease.

Rentals in respect of operating leases with fixed escalation are recognised as an expense on a straight line basis over the term of the 
lease.

1.4 ProPertY, PLant anD eQUiPMent

Property, plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment losses. 
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.

accounting policies (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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The review of the estimated useful life, residual value and depreciation methods are performed annually. The estimated useful lives are 
as follows:

asset group average useful life

Furniture 6 years

Motor vehicles 5 years

Office equipment 2 to 5 years

Computer hardware 3 to 5 years

Fixtures and fittings 5 to 10 years

The carrying amount of an item of property, plant and equipment shall be recognised on disposal or when no future economic benefits 
or service potential is expected from its use. The gain or loss arising from the derecognition shall be included in the surplus or deficit 
when the item of property, plant and equipment is derecognised.

The FIC recognises in the carrying amount of an item of property, plant and equipment the cost of replacing part of such an item when 
the cost is incurred, if it is probable that additional future economic benefits or service potential embodied within the part will flow to the 
FIC and the cost of such item can be measured reliably. All other costs are recognised in the Statement of Financial Performance as an 
expense when incurred.

At each financial position date, the FIC reviews the carrying amounts of property, plant and equipment to determine whether there is any 
indication that those assets may be impaired. If any such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount for an individual asset, 
the recoverable amount is determined for the cash-generating unit to which the asset belongs.

The recoverable amount of property, plant and equipment is the greater of an asset’s fair value less cost to sell and value in use. In 
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. For an asset that does not generate cash 
inflows largely independent of those from other assets, the recoverable amount is determined for the cash-generating unit to which the 
asset belongs.

An impairment loss is recognised whenever the carrying amount of an asset or its cash generating unit exceeds its recoverable amount. 
Impairment losses are recognised in the Statement of Financial Performance.

An impairment loss is only reversed if there is an indication that the impairment loss may no longer exist and there has been a change in 
the estimates used to determine the recoverable amount. Where an impairment loss subsequently reverses, the carrying amount of the 
asset (cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount 
does not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset (cash-
generating unit) in prior years. A reversal of an impairment loss is recognised as income immediately.

1.5 intanGiBLe assets

Intangible assets comprise identifiable, non-monetary assets without physical substance. An intangible asset is recognised when it is 
probable that the expected future economic benefits or service potential that are attributable to the asset will flow to the entity and the 
cost of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

Subsequent to initial recognition, intangible assets shall be carried at their respective costs less any accumulated amortisation and any 
accumulated impairment losses. The cost of intangible assets with finite useful lives are amortised over the estimated useful lives. All 
other licenses are amortised over the underlying contract period.

The review of the estimated useful life, residual value and amortisation methods are performed annually. 

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. Amortisation commences when the asset is ready for its intended use. 

accounting policies (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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The estimated useful lives are as follows:

1.5 intanGiBLe assets (continued)

asset group average useful life
Computer software 6 years

Computer licences 1 to 7 years

Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future economic benefits or service 
potential embodied in the specific assets to which it relates. All other expenditure is expensed.

An intangible asset is derecognised when the asset is disposed of or when there are no further economic benefits or service potential 
expected from the use of the asset. The gain or loss arising on the disposal or retirement of an intangible asset is determined as the 
difference between the sales proceeds and the carrying amount and is recognised as a surplus or deficit in the Statement of Financial 
Performance.

1.6 taXation

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

1.7 reVenUe reCoGnition

Transfer from the National Treasury

The transfer from National Treasury is recognised when the resources that have been transferred meet the criteria for recognition as an 
asset.  A transfer is recognised as revenue to the extent that there is no further obligation arising from the receipt of the transfer payment.

Finance income

Finance income comprises interest received on funds invested. Interest is recognised on a time proportion basis as it accrues, using the 
effective interest rate method.

1.8 eMPLoYee Benefits 

Short-term employee benefits

The cost of short-term employee benefits is recognised during the period in which the employee renders the related service. The  
provisions  for  employee  entitlements  to  salaries,  performance  bonuses  and  annual  leave  represent  the amounts that the FIC 
has as a present obligation to pay employees as a result of their services provided. The provision has been calculated at undiscounted 
amounts based on the current salary rates, because of its short-term nature.

Termination benefits

Termination benefits are recognised as an expense when the FIC is committed, without a realistic possibility of withdrawal, to a formal 
detailed plan to terminate employment before the normal retirement date. Termination benefits for voluntary redundancies are recognised 
if the FIC has made an offer encouraging voluntary redundancy, it is probable that the offer will be accepted, and the number of 
acceptances can be reliably estimated.

Retirement benefit

The FIC contributes to a defined contribution fund in respect of employees. The contributions are included in staff costs in the year to 
which they relate.

1.9 ProVisions

Provisions are recognised when:

 · The FIC has a present obligation as a result of a past event
 · It is probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation
 · A reliable estimate can be made of the obligation.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.

accounting policies (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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1.9 ProVisions (continued)

If the effect is material, provisions are determined by discounting the expected future cash flows that reflect current market assessments 
of the time value of money and, where appropriate, the risks specific to the liability.

1.10 transLation of foreiGn CUrrenCies 

Foreign currency transactions

Transactions in foreign currencies are converted into South African rands at the rate of exchange ruling at the date of such transaction. 
Balances outstanding on the foreign currency monetary items at the end of the reporting period are translated into South African rands 
at the rates ruling at that date.

Forex exchange differences on settlement of foreign currency monetary liabilities during the reporting period are recognised in the 
Statement of Financial Performance.

1.11 inVentorY

Initial recognition and measurement

Inventory  is  stated  at  cost  on  initial  recognition  and  measurement  and  comprises  mainly  of  materials  and  supplies consumed 
or distributed in the rendering of services.

Subsequent measurement

Inventory is stated at lower of cost and net realisable value except where it is held for distribution at no charge or a nominal charge, then 
it is measured at the lower of cost or current replacement cost.

1.12 finanCe Cost

Finance cost comprises interest expenses on borrowings, changes in fair value of financial assets at fair value through profit and loss 
and impairment losses recognised on financial assets. All borrowing costs are recognised in the statement of financial performance 
using the effective interest rate method.

1.13 CritiCaL aCCoUntinG estiMates anD JUDGeMents

Management makes estimates and assumptions concerning the future in applying its accounting policies. The resulting accounting 
estimates may, by definition, not equal the related actual results. The estimates and assumptions that have a significant risk of causing 
a material adjustment to the carrying amounts of assets and liabilities are detailed in the notes to the financial statements where 
applicable. Management continually evaluates estimates and judgments based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances.

1.14 CoMParatiVes

Comparative information is disclosed in respect of the previous period for all amounts reported in the financial statements, unless 
another Standard of GRAP requires or permits otherwise. Comparative information is reclassified when the presentation or 
reclassification of current period items are amended, disclosing the nature, amount and reason for the reclassification.

1.15 neW stanDarDs of GraP

Standards issued, but not yet effective

The  FIC  has  not  early  adopted  the  following  standards  of  GRAP  that  the  Minister  of  Finance  has  approved  for implementation:   

 · GRAP 21 Impairment of non-cash generating assets
 · GRAP 23  Revenue from non-exchange transactions (Taxes and transfers) 
 · GRAP 24  Presentation of budget information in financial statements 
 · GRAP 26  Impairment of cash generating assets
 · GRAP 103  Heritage assets
 · GRAP 104  Financial instruments.

The effective dates of the standards are for financial periods beginning on or after 1 April 2012.

accounting policies (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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Standards issued, but effective dates have not been determined

The FIC has not yet applied the following standards of GRAP as the Minister of Finance has not yet determined the effective dates 
thereof:

 · GRAP 18  Segment reporting 
 · GRAP 20   Related-party disclosures 
 · GRAP 25  Employee benefits
 · GRAP 105  Transfer of functions between entities under common control 
 · GRAP 106  Transfer of functions between entities not under common control 
 · GRAP 107  Mergers.

The FIC expects to adopt the standards once an effective date has been determined.

Management believes the adoption of these standards in future will have no material impact on the financial statements, as these 
standards would not change the figures but assist in monitoring the financial performance of the FIC.

accounting policies  (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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notes to the financial statements 
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

2012
r '000

restateD 
2011

r '000

2. CasH anD CasH eQUiVaLents

Cash and cash equivalents consist of:

Cash at bank 47 970 65 408

Cash on deposit 10 9

Cash on hand 2 2

47 982 65 419

3. reCeiVaBLes

Interest receivable - 185

Deposits 47 47

Staff debtors - 6

47 238

4. inVentorY

Consumables on hand 230 242

Consumables comprise stationery on hand 

5. PrePaYMents

ICT expenses and warranties 936 256

Subscriptions 26 23

Membership fees 5 760

Security - 118

Insurance - 581

Repairs and maintenance 4 -

971 1 738
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2012 2011

cost 
r'000

accumulateD 
amortisation 

anD accumulateD 
impairment 

r'000

carrYing  
value 
r'000

cost 
r'000

accumulateD 
amortisation 

anD accumulateD 
impairment 

r'000

carrYing  
value 
r'000

Computer software 12 299 (5 622) 6 677 12 462 (3 799) 8 663

Computer licences 4 702 (2 629) 2 073 3 315 (1 963) 1 352

Total 17 001 (8 251) 8 750 15 777 (5 762) 10 015

reconciliation of intangible assets - 2012

opening 
balance 

r’000
aDDitions 

r’000
Disposals 

r’000
transfers 

r’000
amortisation 

r’000
total 
r’000

Computer software 8 663 699 (26) (739) (1 920) 6 677

Computer licences 1 352 952 - 434 (665) 2 073

10 015 1 651 (26) (305) (2 585) 8 750

Reconciliation of intangible assets - 2011

restateD 
opening  
balance 

r’000
aDDitions 

r'000
amortisation 

r'000
total 
r'000

Computer software 6 390 3 743 (1 470) 8 663

Computer licences 1 970 - (618) 1 352

8 360 3 743 (2 088) 10 015

During the year under review the FIC reviewed the useful lives of its intangible assets. This review did not result in any 
change to the expected useful lives. There are assets in the intangible assets register that have zero values and are still in 
use. The useful lives of these assets were reviewed and it was decided not the revise the useful lives.
  
The comparative figures for certain classes of intangible assets have been restated - refer to note 24.

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

6. intanGiBLe assets
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notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

2012 2011

cost/ valuation 
r'000

accumulateD 
Depreciation anD 

accumulateD 
impairment 

 r'000

carrYing  
value 
r'000

cost/ valuation  
r'000

accumulateD 
Depreciation anD 

accumulateD 
impairment  

r’000

carrYing  
value 
r'000

Computer Hardware 27 550 (14 769) 12 781 21 983 (10 156) 11 827

Office equipment 7 688 (4 413) 3 275 7 675 (2 846) 4 829

Fixtures and 
Fittings 16 236 (6 156) 10 080 16 190 (4 500) 11 690

Motor vehicles 129 (116) 13 129  (90) 39

Furniture 7 018 (3 502) 3 516 6 449 (2 457) 3 992

Small Assets 280 (280) - 30  (30) -

Total 58 901 (29 236) 29 665 52 456 (20 079) 32 377

reconciliation of property, plant and equipment - 2012

restateD 
opening 
balance 

r’000
aDDitions 

r’000
Disposals  

r’000
transfers 

r’000
Depreciation 

r’000
total 
r’000

Computer hardware 11 827 5 638 (39) 308 (4 953) 12 781

Office equipment 4 829 83 (10) - (1 627) 3 275

Fixtures and Fittings 11 690 127 (54) - (1 683) 10 080

Motor vehicles 39 - - - (26) 13

Furniture 3 992 726 (81) - (1 121) 3 516

Small Assets - 250 - - (250) -

Total 32 377 6 824 (184) 308 (9 660) 29 665

reconciliation of property, plant and equipment - 2011

restateD 
opening 
balance 

r’000
aDDitions 

r’000 
Disposals 

r’000
Depreciation 

r’000
total 
r’000

Computer Hardware 10 119 5 297 (6) (3 583) 11 827

Office equipment 1 679 4 038 - (888) 4 829

Fixtures and fittings 12 459 839 - (1 608) 11 690

Motor vehicles 129 - - (90) 39

Furniture 4 414 611 - (1 033) 3 992

Small Assets - 30 - (30) -

Total 28 800 10 815 (6) (7 232) 32 377

Assets subject to finance lease (Net carrying amount)

Office equipment 1 272 2 166

7. ProPertY, PLant anD eQUiPMent
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8. reCeiVaBLes

The FIC entered into a 60 month lease contract for office premises. The lease commenced on 1 July 2008 and terminates 
on 30 June 2013. A refundable deposit was paid to secure the building. That deposit will be refunded at the end of the 
lease term.

2012
r’000

restateD
2011
r’000

9. traDe anD otHer PaYaBLes

Trade payables 15 472 8 584

Payroll payables 3 680 358

Accrued leave pay 3 115 2 084

Operating lease payables 1 377 1 131

Provision 451 -

 24 095 12 157

10. finanCe Lease LiaBiLities

Minimum lease payments due 

 - Within one year 851 1 123

 - Within 2-5 years 535 1 387

1 386 2 510

less: future finance charges (106) (280)

Present value of minimum lease payments 1 280 2 230

Present value of minimum lease payments due 

 - Within one year 768 949

 - In second to fifth year inclusive 512 1 281

 1 280 2 230

Non-current liabilities 512 1 281

Current liabilities 768 949

 1 280 2 230

11. non-eXCHanGe reVenUe

Transfer from National Treasury 136 500 181 414

Revenue is from non-exchange transactions.

During the year under review the FIC reviewed the useful lives of its property, plant and equipment. This review did not result in 
any change to the expected useful lives. There are assets in the fixed assets register that have zero values and are still in use. 
The useful lives of these assets were reviewed and it was decided not revise the useful lives.

The comparative figures for certain classes of property, plant and equipment have been restated - refer to note 24.

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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2012
r’000

restateD
2011
r’000

12. interest reCeiVeD

Interest revenue
Current account 1 521 987

13. aDMinistratiVe eXPenses

Administration fees 44 418

Advertising 84 872

Bank charges 41 43

Cleaning 592 486

Computer expenses 6 598 1 682

Conferences and workshops 316 2 702

Consulting fees 3 880 5 234

Branding 137 -

Insurance 465 434

Internal audit 1 359 659

Lease costs 669 205

Legal fees 401 176

Media, Subscriptions & Publications 3 094 2 508

Membership fees 1 445 1 085

Motor vehicle expenses 11 19

Office consumables 975 553

Parking expenses – Staff 1 299 1 205

Postage and courier 24 18

Printing and stationery 1 339 905

Professional fees 8 770 6 516

Public relations 54 11

Recruitment and placement costs 4 803 2 571

Refurbishment costs 1 542 282

Rent and operating costs 11 666 9 448

Repairs and maintenance 2 256 1 780

Security 1 551 1 368

Small assets acquisitions 22 180

Staff training 1 403 597

Subsistence and accommodation – International 862 596

Subsistence and accommodation – Local 709 1 032

Telephone, fax and internet 2 328 4 815

Travel – International 2 567 1 356

Travel – Local 2 293 1 523

63 597 51 279

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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2012
r’000

restateD
2011
r’000

14.2 Risk Committee Fees

Chairperson: C Kneale 80 -

Other members:  B Lengane 60 -

  N Khumalo 60 -

200 -

14.3 Remuneration Committee Member’s Fees

Chairperson: M Olivier 15 32

Other member:  J Parfitt 11 10

26 42

15. aUDit fees

External Audit 1 113 961

16. DePreCiation anD aMortisation
Depreciation charge for the year 9 660 7 232

Amortisation charge for the year 2 585 2 088

12 245 9 320

17. finanCe Costs

Finance charges on leased assets 174 220

18. frUitLess anD WastefUL eXPenses

Opening balance 282 -

Add: Fruitless and wasteful expenses - current year 5 329

Less: amounts condoned /written off - (47)

Fruitless and wasteful 287 282

Details of fruitless and wasteful expenses - current year

Interest on late payment of supplier - 282

Interest on late payment for rental 5 14

Training cost - 18

Late payment of WCA - 15

5 329

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

14. GoVernanCe CoMMittees

14.1 Audit Committee Fees

Chairperson: C Kneale 120 137

Other members:  B Lengane 82 96

  N Khumalo 82 96

284 329
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19. PersonneL eXPenses
Salary costs 75 938 59 288

Bonus performance 5 553 4 496

Group life 605 1 030

Medical aid contributions 2 738 2 350

Provident fund 7 744 4 875

UIF 226 197
WCA 47 105
Other short term costs 625 1 654

93 476 73 995

20. retireMent Benefits

Defined contribution plan

Employees of the FIC are members of Liberty Life Umbrella Provident fund. This fund is a defined contribution  
fund and it is governed by the Pension Fund Act, 1956 as amended. The contribution rate by the employer is  
14.6% (2011: 14.6%).

Provident fund contributions 7 744 4 875

21. CasH GenerateD froM oPeratinG aCtiVities

(Deficit)/surplus before taxation
Adjustments for:
Depreciation and amortisation

(33 309)

12 246

46 564

9 320
Loss on sale of property, plant and equipment 218 (310)

Deficit/(surplus) on foreign exchange 95 43

Discount received
Changes in working capital:
(Increase)/decrease in inventory

-

12

(50)

(20)

(Increase)/decrease in accounts receivable 128 185

(Increase)/decrease prepayments 767 (1 401)

Increase/(decrease) in trade and other payables 11 838 495

(8 005) 54 826

22. oPeratinG Lease
The FIC has entered into a 60-month lease contract for the office premises. The lease commenced on 1 July 2008 and 
terminates on 30 June 2013.

The FIC also entered into a 60-month lease agreement for office premises in Cape Town. The lease commenced on
1 May 2005 and terminated on 30 April 2010. The lease was renewed commencing 1 May 2010 to 30 June 2013 and was 
concluded and signed on 24 December 2009.

The lease costs escalate at 9% per annum.

Minimum lease payments due

- Within one year 9 039 8 292

- Within 2-5 years 2 307 11 346

11 346 19 638

 
2012
r’000

restateD
2011
r’000

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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23. reLateD Parties

During the year under review the FIC entered into various transactions with related parties

1. State controlled entities

By virtue of the fact that the FIC is a national public entity and controlled by the national government, any other 
controlled entity of the national government is a related party. All transactions with such entities are at arm’s length and 
on normal commercial terms, except where employees of national departments or national public entities participate 
in the FIC’s processes and do not receive any remuneration.

Key management personnel

name position

cash 
component  

r '000
bonus 
r '000

uif 
r '000

proviDent 
funD r '000

group  
life 

r '000

meDical 
aiD 

r '000
total 
r '000

M Michell Director 1 365 - - - - 27 1 392

C Malan Senior Manager: CAP 1 283 140 - 173 - 27 1 623

P Smit Senior Manager: L&P 1 242 135 - 167 - 27 1 571

N Mewalall Senior Manager: M&A 1 094 83 - 148 - 27 1 352

M Maboka Senior Manager: CS 1 042 - - 140 - 27 1 209

M Naidoo
Previous acting CFO  
(3 Months)

423 - - - - - 423

V MarshSmit
CFO Appointed  
1 December 2011 (4 months)

332 - - 45 - 9 386

24. Prior PerioD aDJUstMents

The prior year errors have been accounted for retrospectively and the comparative figures for 2011 have been restated.

Statement of financial position 2011 2010

Increase/(decrease) in property, plant and equipment (382) (21)

(Increase)/decrease in accruals 567 (82)

Increase/(decrease) in intangibles (165) -

Increase/(decrease) in receivables - (165)

Increase/(decrease) in inventory - 54

(Increase)/decrease in payables - (82)

(Increase)/decrease in finance lease obligations - (51)

(Increase)/decrease in accumulated depreciation 886 (21)

(Increase)/decrease in accumulated armotisation 270 -

1 176 (368)

 2012
r’000

restateD
2011
r’000

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012



fic Annual Report 2011/12  65fic Annual Report 2011/12  65

Statement of Financial Performance

Increase/(decrease) in operating costs - 279

Increase/(decrease) in personnel costs (567) 82

Increase/(decrease) in printing and stationery - (54)

Increase/(decrease) in repairs and maintenance 234 293

Increase/(decrease) in finance costs - 19

Increase/(decrease) in professional fees (183) -

Increase/(decrease) in depreciation/amortisation 68 (251)

Increase/decrease in computer expenses (362) -

(Increase)/decrease in profit on sale of assets (316) -

Increase/(decrease) in travel costs (50) -

(1 176) 368

During the financial year ended 31 March 2012, the FIC conducted a useful life assessment of assets and discovered the 
following:

 ·  Depreciation for all categories of property, plant and equipment had been incorrectly calculated from the date of 
acquisition of these assets. Prior year Financial Statements have been restated retrospectively to correct the error. As the 
error dates back to the reporting period prior to the comparative period ( i.e March 2011), the Statement of Financial Position 
opening balance as at 31 March 2010 has been restated as well as the comparative figures  for 2011.

 · In the preceding financial years, the FIC has amended the annual financial statements with additions and disposals to PPE 
and Intangible Assets. The accounting records and asset register were not amended with the corresponding adjustments. In 
accordance with GRAP3 Accounting Policies, Change in Accounting Estimates and Errors, a retrospective adjustment has 
been made to reconcile the asset register to the financial statements. The two errors affected the net carrying value of the 
assets as follows:

Property, Plant and equipment

computer 
harDWare 

r’000

office 
equipment 

r’000

fixtures anD 
fittings 

r’000

motor  
vehicle 

r’000
furniture 

r’000

31 March 2010 comparatives - Carrying values

Amount previously reported 10 123 1 518 11 948 77 4 467

Amount recalculated 10 119 1 679 12 459 129 4 414

Increase/(decrease) in carrying value (4) 161 511 52 (53)

31 March 2011 comparatives - Carrying values

Amount previously reported 11 875 4 476 11 134 51 4 065

Amount recalculated 11 827 4 829 11 690 39 3 992

Increase/(decrease) in carrying value (48) 353 556 (12) (73)

 2011
r’000

restateD
2010
r’000

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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computer 
softWare 

r’000

computer 
licences 

r’000

31 March 2010 Comparatives - Carrying values

Amount previously reported 6 068 2 041

Amount recalculated 6 390 1 970

Increase/(decrease) in carrying value 322 (71)

31 March 2011 Comparatives - Carrying values

Amount previously reported 8 330 1 580

Amount recalculated 8 663 1 352

Increase/(decrease) in carrying value 333 (228)

Staff bonuses was overstated by R567 000
Computer expenses relating to the prior year was overstated by R362 000
Professional fees was overstated by R183 000
Repairs and maintenance was understated by R234 000
Travel costs was overstated by R50 000
Depreciation and amortisation was understated by R68 000
Profit or Loss on sale of Assets was understated by R316 000.

25. risK ManaGeMent

Liquidity risk
Liquidity risk is the risk that the FIC will not be able to meet its financial obligations as they fall due.

In terms of its borrowing requirements, the FIC ensures that adequate funds are available to meet its expected and unexpected 
financial commitments.

Market risk
The FIC’s activities expose it primarily to the risks of fluctuations in interest rates and foreign currency risk.

Interest rate risk refers to the risk that the fair value of future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates.

Foreign currency risk refers to the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in foreign exchange rates.

Interest Rate Risk management
The FIC’s interest rate profile consists of fixed and floating rate loans and bank balances which exposes the entity to fair value 
interest rate risk and cash flow interest rate risk and can be summarised as follows:

Financial Assets
Cash at the bank earns interest at a rate linked to the prime interest rate.
Management accepts the risk exposure on receivables due to the amounts not being material.

Financial liabilities
Finance lease payments are fixed hence resulting in no risk exposure.

Credit Risk Management
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to the entity.

Maximum Exposure to Credit Risk
The FIC’s exposure to credit risk loans and receivables is limited.

Foreign Currency Risk Management
Management accepts the risk as a result of changes in rate of exchange and therefore has not hedged foreign currency risk. 
These transactions are not of a material nature.

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

intangible assets 
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25. risK ManaGeMent (ContinUeD)

Categories of Financial Instruments

Financial Assets

Cash 47 982 65 419

Receivables 809 937

Prepayments 971 1 738

Financial Liabilities

Finance lease obligations 1 280 2 230

Payables 24 095 12 157

Sensitivity Analysis

change in  
rate %

effect on 
surplus

r’000

2012 floating rate financial assets

Banking balances 1% 479

Receivables 1% 8

Prepayments 1% 10

2012 floating rate financial liabilities

Finance lease obligations 1% 13

Payables 1% 240

2011 floating rate financial assets

Banking balances 1% 654

Receivables 1% 9

Prepayments 1% 17

2011 floating rate financial liabilities

Finance lease obligations 1% 22

Payables 1% 121

 2012
r’000

restateD
2011
r’000

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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26. irreGULar eXPenDitUre

Opening balance 5 152 755

Add: Irregular Expenditure - current year 863 5 018

Less: Amounts condoned (5 548) (538)

Less: Amounts not recoverable (not condoned) - (83)

Irregular expenditure awaiting condonation 467 5152

Details of irregular expenditure - current year

Goods and services were procured without inviting at least three  
price quotations/without thorough competitive bidding and the deviation not approved 400 3 336

Goods procured without renewed contract - 80

Appointment of a consultant 463 1 455

Invoices relating to fraud allegations - 64

Interest on late PAYE payment - 83

863 5 018

 
2012
r’000

restateD
2011
r’000

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012

Type Description of the matter Estimate of financial impact

Auction Alliance vs Minister of
Finance and others

Auction Alliance is claiming that sections of 
the FIC Act are unconstitutional and as such 
the Act should be amended. The first part of 
the matter was scheduled and heard in the 
Cape High Court on 28 May 2012. The FIC 
now awaits the date for the second part of 
the matter to be heard, which has not yet 
been set down. The applicant is not suing the 
Minister or the FIC for any damages

An amount of R250 000 has been 
provided for ongoing legal costs as there 
is no possibility of any other outflow in 
settlement as the applicant is not suing for 
damages.

27. ContinGent LiaBiLitY

27.1 Below is a list of litigations and claims
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2012
r’000

restateD
2011
r’000

28. reConCiLiation BetWeen BUDGet anD stateMent of finanCiaL PerforManCe

For current year

Net surplus/(deficit) per the statement of financial performance (33 309) 46 564

Increase in compensation for employees 10 696 881

Decrease in depreciation and amortisation (2 056) (129)

Increase in interest cost - 5

Increase in loss on foreign exchange 95 -

Provisions 7 529 -

Decrease in other income received - 274

Increase/decrease in spend on goods and services 17 045 (45 104)

- 2 491

29. oPeratinG DefiCit

The FIC incurred a loss of R33,3 million for the year ended 31 March 2012 but was granted approval by the National Treasury to 
utilise the surplus funds of R60 million that accumulated over the previous years. Also, the assets of the FIC, fairly valued, exceed 
the liabilities, fairly valued.

notes to the financial statements (coNtiNueD)
aNNuaL fiNaNciaL StateMeNtS for the year eNDeD 31 March 2012
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acronYms useD in this report

Ctr Cash threshold report

CCr Cash courier report

eft Electronic funds transfer

esaaMLG Eastern and Southern Africa Anti-Money Laundering Group

fatf Financial Action Task Force

fiC act Financial Intelligence Centre Act (38 of 2001)

fiC Financial Intelligence Centre 

fiU Financial intelligence unit (generic term)

G20 Group of 20

iCt Information and communications technology

sars South African Revenue Service

str Suspicious transaction report
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aDministrative information

Director Murray Michell

Chief financial officer Veronica MarshSmit

Postal address Private Bag X177, Centurion 0046, South Africa 

telephone +27 12 641 6000 

fax +27 12 641 6435

Web www.fic.gov.za

Bankers Standard Bank

internal auditors Business Innovation Group

external auditors Auditor-General of South Africa 
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