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1 DEFINITIONS

Term Description

Accountable Is defined as a person, or an organisation referred to and listed in Schedule 1 of the

Institution Financial Intelligence Act 38 of 2001 (the FIC Act), that carries on the business of any
entity.

Affidavit Is a written sworn statement of fact voluntarily made by an affiant or deponent under
oath or affirmation administered by a person authorized to do so by law.

Anonymous Refers to an unknown or unacknowledged name.

Anti-Financial

Refers to a set of regulatory and investigative measures aimed at preventing and

Crime combating various illegal activities related to the financial system. These activities
typically involve the illicit acquisition, movement, and use of money and assets, often
with the intent to conceal their origins or evade legal scrutiny.

Anti-Money A set of procedures, laws or regulations requiring an institution to perform due

Laundering Control

diligence on potential clients to ensure that it is not aiding in money laundering, and

counter-terrorist financing and proliferation financing schemes.

Anti-Money
Laundering
Legislation

Refers to the legislation which governs Anti-Money Laundering Control. The South
African Legislation comprises of the FIC Act, Regulations to the FIC Act, PRECCA,
POCA and POCDATARA.

Associate

In terms of the Johannesburg Stock Exchange (JSE) Debt Listings Requirements,

“Associate” in relation to an individual means:

o that individual’s immediate family; and/or

o the trustees, acting as such, of any trust of which the individual or any of the
individual’s immediate family is a beneficiary or discretionary subject, including
trustees of a trust without nominated beneficiaries, but who have been provided
with a letter of wishes or similar document or other instruction, including a verbal
instruction, naming desired beneficiaries (other than a trust that is either an
occupational pension scheme, or an employees’ share scheme that does not, in
either case, have the effect of conferring benefits on the individual or the
individual’s family); and/or

e any trust, in which the individual and/or his family referred to in 1 above, individually
or taken together have the ability to control 35 % of the votes of the trustees or to
appoint 35% the trustees, or to appoint or change 35 % of the beneficiaries of the
trust. Without derogating from the above, and for the purposes of this definition,
the term trust may also be replaced with any other vehicle or arrangement set up
for similar purposes to that of a trust; and/or

e any company in whose equity securities the individual or any person or trust

contemplated above, taken together, are directly or indirectly beneficially
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interested, or have a conditional, contingent or future entitlement to become
beneficially interested, and that the individual or any person or trust contemplated
above are, or would on the fulfiiment of the condition or the occurrence of the
contingency be, able:

(a) to exercise or control the exercise of 35% or more of the votes able to be cast
at general meetings on all, or substantially all, matters; or

(b) to appoint or remove directors holding 35% or more of the voting rights at board
of directors’ meetings on all, or substantially all, matters; or

(c) to exercise or control the exercise of 35% or more of the votes able to be cast
at a board of directors’ meeting on all, or substantially all, matters; and/or

any close corporation in which the individual and/or any member(s), taken
together, of the individual's family are beneficially interested in 35% or more of the
members’ interest and/or are able to exercise or control the exercise of 35% or
more of the votes able to be cast at members’ meetings on all, or substantially all,
matters; and/or

any associate as defined below with reference to a company of the company
referred to above. Where more than one director of the same listed company is
directly or indirectly beneficially interested in the equity securities of another
company, then the interests of those directors and their associates will be
aggregated when determining whether such a company is an associate of any one

director of such listed company

In relation to a company (“‘company”) means:

any other company that is its subsidiary, holding company or subsidiary of its
holding company; and/or

any company whose directors are accustomed to act in accordance with the
company’s directions or instructions; and/or

any company in the capital of which the company, and any other company
mentioned above, is, or would on the fulfilment of a condition or the occurrence of
a contingency be, interested in the manner described; and/or

any trust that the company and any other company under above, individually or
taken together, have the ability to control 35 % of the votes of the trustees or to
appoint 35% of the trustees, or to appoint or change 35 % of the beneficiaries of
the trust. Without derogating from the above, and for the purposes of this definition,
the term trust may also be replaced with any other vehicle or arrangement set up

for similar purposes to that of a trust.

Beneficial Owner

means a natural person who directly or indirectly—

(i)

ultimately owns or exercises effective control of-
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(@aa)  aclient of an accountable institution; or
(bb)

control of, as the case may be, a client of an accountable institution; or

a legal person, partnership or trust that owns or exercises effective

(ii) exercises control of a client of an accountable institution on whose behalf a
transaction is being conducted; and includes—
(i) in respect of legal persons, each natural person contemplated in
section 21B(2)(a) of the FIC Act;
(ii)
21B(3)(b) of the FIC Act; and
(iii)
21B(4)(c), (d) and (e) of the FIC Act.

in respect of a partnership, each natural person contemplated in section

in respect of a trust, each natural person contemplated in section

Business An arrangement between a client and IDC for the purposes of concluding transactions

Relationship on a regular basis. For purposes of the IDC, this is at a point of signing a Term Sheet

Cash Coin and paper money of the Republic or of another country that is designated as a
legal tender and that circulates as, and is customarily used and accepted as, a medium
of exchange in the country of issue and travellers’ cheques.

Cash Threshold | Cash Threshold Report submitted (in terms of Section 28 of the FIC Act) to the Centre

Report (CTR) when a cash transaction concluded with a client is in excess of the prescribed amount
(R 49 999.99) that must be filed with the FIC within 3 days.

Centre The Financial Intelligence Centre was established in terms of section 2 of the FIC Act
(as amended).

Client For the purposes of the IDC, a person (legal or natural) who has entered a business

relationship or a single transaction with the IDC, which includes, certain grant recipients

and general business partners.

Coercive Practice

It is the impairing or harming, or threatening to impair or harm, directly or indirectly,
any person or the property of the person with a view to influence improperly the actions

of a person.

Counterparties

An opposite party in a contract or financial transaction i.e. the client, and all its

shareholders, directors or UBOs, other lenders.

Compliance Officer

The Compliance Officer as appointed in terms of Section 42A(2)(b) of the FIC Act (as
amended), is responsible for ensuring the effectiveness of the compliance function of
the IDC.

Compliance and
Regulatory Affairs
Department

An Independent compliance function within the IDC housing the AML and Sanctions
Functiondo referred to as The Compliance Department/ CRAD/ CRA Department

and/or Compliance.

Corrupt Practice

It is the promising, offering, giving, making, insisting on, receiving, accepting or

soliciting, directly or indirectly, of any illegal payment or undue advantage of any
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nature, to or by anyperson, with the intention of influencing the actions of any person

or causing any person torefrain from any action.

Due Diligence (DD)

The process of establishing and verifying the identity of the client, and if applicable,
the person representing the client as well as any other person on whose behalf the
client is acting on the basis of documents, data or information obtained from a reliable

and independent source.

Deal Maker/
Account Manager

Any person who is responsible for the development and maintenance of client
relationships, such as Account Managers, Post Investment Monitoring Department
(PIMD) Associates andManagers, Workout and Restructuring Account Managers, CSI

Officers, ProcurementOfficers and Sponsorship Managers.

Director A member of the board of a company or an alternate director of a company and
includes any person occupying the position of a director or alternate director by
whatever name designated as defined in the Companies Act 71 of 2008.

Domestic A DPEP is an individual who holds, including in an acting position for a period

Politically Exposed
Person (DPEP)

exceeding six months, or has held a prominent public function in the Republic,

including that of -

o the President or Deputy President;

e a government minister or deputy minister;

e the Premier of a province;

e a member of the Executive Council of a province;

e an executive mayor of a municipality elected in terms of the Local Government:
Municipal Structures Act 117 of 1998;

e aleader of a political party registered in terms of the Electoral Commission Act 51
of 1996;

e amember of a royal family or senior traditional leader as defined in the Traditional
Leadership and Governance Frame-work Act 41 of 2003;

e the head, accounting officer or chief financial officer of a national or provincial
department or government component, as defined in section 1 of the Public
Service Act 103 of 1994;

¢ the municipal manager of a municipality appointed in terms of section 54A of the
Local Government: Municipal Systems Act 32 of 2000, or a chief financial officer
designated in terms of section 80(2) of the Municipal Finance Management Act 56
of 2003;

o the chairperson of the controlling body, the chief executive officer, or a natural
person who is the accounting authority, the chief financial officer or the chief
investment officer of a public entity listed in Schedule 2 or 3 to the Public Finance
Management Act 1 of 1999;
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¢ the chairperson of the controlling body, chief executive officer, chief financial officer
or chief investment officer of a municipal entity as defined in section 1 of the Local
Government: Municipal Systems Act 32 of 2000;

e aconstitutional court judge or any other judge as defined in section 1 of the Judges’
Remuneration and Conditions of Employment Act 47 of 2001;

e an ambassador or high commissioner or other senior representative of a foreign
government based in the Republic;

o an officer of the South African National Defence Force above the rank of major-
general; or

¢ holds, including in an acting position for a period exceeding 6 (six) months, or has
held the position of head, or another executive directly accountable to that head,

of an international organisation.

DPEP / FPEP | A register maintained by the IDC disclosing information relating to DPEPs/FPEPs and

Register that must be made available on the IDC’s website when the IDC publishes its annual
financial report:

e Parties to the agreement;

o Brief description as to the nature of the agreement;
o Date of the agreement and duration; and

o Total value of the agreement for the duration period.

Employee In this context, the word employee refers to any staff member, the director (executive
and non-executive), temporary (either full or part time) staff member or contract worker
who receives compensation from the IDC.

Enhanced Due | Is required where the prospective client/ or existing client, its directors, shareholders,

Diligence (EDD)

or any of its associates in some exceptional cases their customers and their
subsidiaries, its beneficial owner(s), geographic location and product/ service or a
combination of these factors is considered to be a high-risk for possible money
laundering, sanctions or terrorfinancing. This higher level of due diligence is required to
mitigate the increased risk posed to the IDC. A high-risk situation generally occurs
where there is an increased opportunity of money launderingor terror financing through

the services and products that IDC is providing to its clients.

FATF
Recommendations

Are set out comprehensive and consistent framework measures which countries
should implement in order to combat money laundering and terrorist financing, as well

as the financing of proliferation of weapons of mass destruction.

Financial Action
Task Force (FATF)

An intergovernmental body established for the development and promotion of
international policies and standards to combat money laundering, financing of

terrorism and proliferation of weapons of mass destruction.
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Financial Crimes

Bribery and Corruption: Inducements or rewards offered, promised, or
provided to gain any commercial, contractual, regulatory, or personal
advantage, or the misuse of power to influence an action. This may involve
the inappropriate offering, giving or receiving of gifts, hospitality or
endorsements, and facilitation payments (e.g., payments or gifts given to
facilitate a particular process, such as a planning application approval) and
kickbacks (e.g., an illegal commission paid to someone in exchange for

preferential treatment, such as awarding a contract).

Fraud: Wrongful or criminal deception intended to result in financial or

personal gain, or loss to another party.

Money laundering and financing terrorism: Transforming the proceeds of
crime into legitimate money or assets. Terrorist activity may be facilitated or
sponsored by the proceeds of money laundering or from other fraudulent
activities including credit card fraud and may include bypassing sanctions or

other controls.

Tax evasion: lllegal practice of not paying taxes, by not reporting income,

reporting expenses not legally owed, or by not paying taxes owed.

Market abuse: Buying or selling a security, including shares in a company,
by someone who has access to material non-public information about that

security.

Modern Slavery: Deprivation of a person’s liberty by another in order to
exploit them for personal or commercial gain, whether through slavery,

servitude, forced and compulsory labour, and human trafficking.

Financial
Intelligence Centre
Act (the FIC Act)

FICA was introduced to assist in the identification of the proceeds of unlawful activities;

combat money laundering; and combat the financing of terrorist and related activities.

FICA Checklists

Internal framework setting out verification documentation acceptable to the IDC when

identifying and verifying different types of clients.

Foreign Politically
Exposed Person
(FPEP)

A FPEP is an individual who holds, or has held in any foreign country a prominent
public function including that of a —

¢ head of State or head of a country or government;

e member of a foreign royal family;

e government minister or equivalent senior politician or leader of a political party;

e senior judicial official;

e senior executive of a state-owned corporation; or

¢ high-ranking member of the military.

Identity
8

Set of attributes which together uniquely identify a natural or legal person.
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Immediate Family
Member of a
DPEP/FPEP

Individuals who are closely related to a DPEP or FPEP either directly (consanguinity)
or through marriage or similar (civil) forms of partnership. Immediate family members
include the spouse, civil partner or life partner, previous spouse, civil partner or life
partner, children and stepchildren and their spouse, civil partner or life partner, parents

and siblings and step siblings and their spouse, civil partner or life partner.

Improper Influence

Personal power that induces another person to give consideration or to act on any

basis other than the merits of the matter.

Ineligible Person

Any person who:

e is threatened with or the subject of litigation, arbitration or administrative
proceedings before any court, arbitral body or agency, which allege the violation
of any laws, breach of any contractual obligations which, if adversely determined,
might reasonably be expected to have a material adverse effect on the business
operations, condition (financial or otherwise), aggregate properties or aggregate
assets of such person, or result in any material liability on the part of such person;
or has a judgment entered against it or any of its directors or officers which remain
unsatisfied; or any of whose directors, shareholders or officers have been charged
with or found guilty of any act of dishonesty;

e has committed or is engaged in (i) any Sanctionable Practice, (ii) Money
Laundering or acted in breach of any applicable law relating to Money Laundering,
(iii) Financing of Terrorism, or (iv) any activities in violation of core international
labour standards or South African labour laws such as child labour or other forms

of forced labour.

Known Close
Associates of a
DPEP/FPEP

Refers to individuals who are closely connected to a prominent person, either socially

or professionally.

o Known sexual partners outside the family unit (e.g., girlfriends, boyfriends,
mistresses);

e Prominent members of the same political party, civil organisation, labour or
employee union as the prominent person;

e Business partners or associates, especially those that share (beneficial) ownership
of corporate vehicles with the prominent person, or who are otherwise connected

(e.g., through joint membership of a company board);

Money Laundering
Control Officer

Money Laundering Control Officer (MLCO) — an appointed person in terms of section
42A((2)(b) of the FIC Act with the necessary authority to ensure compliance by IDC and
its employees with money laundering control legislation, agreed standards and related

internal policies and IDC’s Risk and Compliance Management Programme.

Management Any Administrator, Supervisor, Manager, Head, Account Manager, Executive,
Director, or Consultant or any other individual who manages or supervises funds,
clients, accounts, employees, or other resources, including human capital.
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Money Laundering

Refers to an activity which has or likely to have the effect of concealing or disguising
the nature, source, location, disposition or movement of the proceeds of unlawful
activities or any interest which anyone has in such proceeds and includes any activity
which constitutes, and it is criminalised under section 4 of the Prevention of Organised
Crime Act 121 of 1998 (POCA).

Immediate Family
members of a
Prominent Person

Refers to current and/or previous spouse, civil and life partners, children and
stepchildren, their spouses, civil and life partners, parents and siblings including step

siblings and their spouses, civil and life partners.

Ineligible Person

Any person who:

e is threatened with or the subject of litigation, arbitration or administrative
proceedingsbefore any court, arbitral body or agency, which alleges the violation of
any laws, breach any contractual obligations which, if adversely determined, might
reasonably be expected to have a material adverse effect on the business
operations, condition (financial or otherwise), aggregate properties or aggregate
assets of such person, or result in any material liability on the part of such person;
or

¢ has a judgment entered against it or any of its directors or officers which remain
unsatisfied; or

e has, or any of whose directors, shareholders or officers have been charged with or
found guilty of any act of dishonesty;

o has committed or is engaged in (i) any Sanctionable Practice, (ii) Money
Laundering or acted in breach of any applicable law relating to Money Laundering,
(iii) Financing of Terrorism, or (iv) any activities in violation of core international
labour standards or South African labour laws such as child labour or other forms

of forced labour.

POPIA

Protection of Personal Information Act 4 of 2013. POPIA sets out the minimum
standards regarding accessing and 'processing' of any personal information belonging

to another.

POCA

Prevention of Organised Crime Act 121 of 1998 — South African legislation which
creates the main money laundering offences and provides for the forfeiture of the

proceeds of crime.

POCDATARA

Protection of Constitutional Democracy Against Terrorist and Related Activities Act 33
of 2004 — South African legislation that imposes the duty to report any terrorist or

terrorist related activities.

PRECCA

Prevention and Combating of Corrupt Activities Act 12 of 2004, is an Act that aims
to provide for:
e Strengthening of measures to prevent and combat corruption and corruption

activities;

8

AFCC Policy Version 1

Page 11 of 39




e The offence of corruption and offences relating to corrupt activities;

¢ Investigative measures in respect of corruption and related corrupt activities;

e The establishment of a register to place certain restrictions on persons and
enterprises convicted of corrupt activities relating to tenders and contracts;

o The placement of a duty on certain persons holding a position of authority to report
certain corrupt transactions.

o Extraterritorial jurisdiction in respect of the offence relating to corrupt activities.

Prescribed Officer

Despite not being a director of a particular company, a person is a “prescribed officer”

of thecompany for all purposes of the Act if that person —

e exercises general executive control over and management of the whole, or a
significant portion, of the business and activities of the company; or

e regularly participates to a material degree in the exercise of general executive
control over and management of the whole, or a significant portion, of the business
and activities of the company.

e This regulation applies to a person contemplated in sub-regulation (1) irrespective
of any title given by the company to -

o an office held by the person in the company; or

o afunction performed by the person for the company.

Proliferation
financing of
weapons of mass
destruction

Means an activity which has or is likely to have the effect of providing property, a
financial or other service or economic support to a non-State actor, that may be used
to finance the manufacture, acquisition, possessing, development, transport, transfer

or use of nuclear, chemical or biological weapons and their means of delivery.

Prominent A PIP is an individual who holds, or has held at any time in the preceding 6 (six)

Influential Person .

(PIP) months, the position of—

e chairperson of the board of directors;

e chairperson of the audit committee;

e executive officer; or

o chief financial officer, of a company, as defined in the Companies Act 71 of 2008
if the company provides goods or services to an organ of state and the annual
transactional value of the goods or services or both exceeds an amount
determined by the Minister by notice in the Gazette.

Property It is defined as cash or any other object of value, which includes rights, claims and
privilegesor any interests pertaining to such an object.

Records Are defined in the National Archives and Records of South Africa Act 43 of 1996, as
recorded information regardless of form or medium. Examples of form are
correspondencefiles, maps, plans, register, etcetera. Examples of media are paper,
microfilm or electronic formats.

Regulations Are rules made and maintained by an authority or the action or process of regulating
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or being regulated or a rule or order issued to an agency of a government and having

the force of law.

Risk Based
Approach (RBA)

In the context of money laundering and terrorist financing, RBA is a process that

encompasses the following:

e The risk assessment of your business activities using certain factors;

¢ The risk-mitigation to implement controls to handle identified risks;

o Keeping customer identification and, if required for your sector, beneficial
ownership information up to date; and

e The ongoing monitoring of financial transactions that pose higher risks.

Risk Management
Compliance
Programme
(RMCP)

A formal document required in terms of section 42 of the FIC Act, detailing how the
IDC conducts and implements risk based Anti-Money Laundering and Counter Terrorist

Financingmeasures.

Single transaction

means a transaction—

e other than a transaction concluded during a business relationship; and

¢ where the value of the transaction is not less than the amount prescribed, except
in the case of section 20A of FIC Act;

Sanctions

Is an economic or military coercive measure adopted usually by several nations in
concert for forcing a nation violating international law to desist or yield to adjudication.
An action is taken, or an order is given to force a country to obey international laws by
mainly limiting orstopping trade with that country or by not allowing economic aid for

that country.

Shell Company

Is a company which serves as a vehicle for business transactions without itself having

anysignificant assets or operations.

Suspicious and | Is a transaction that is inconsistent with a client’s known legitimate/normal business
unusual -
. oractivities.
transaction
Terrorism In its broadest sense, terrorism is any act designed to cause terror, using violence
andthreats to intimidate or coerce a country or state, especially for political purposes.
Terrorist Activity Any act (which includes an omission) committed in or outside South Africa, which:

¢ Involves the use of violence;

e The release of any dangerous or harmful substance into the environment;

e Endangers the life of a person/s;

e Causes risk to safety or health of the public;

o Causes destruction/ substantial damage to any property;

e Is designed to cause serious disruption of an essential service/facility/system,
whether private or public, such as an information system, telecommunication
system, banking or financial service/ system, transport system etc.;
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o Causes major economic loss; or creates a serious public emergency, and which
is; intended, or be regarded as being intended, to threaten the unity/ integrity of a
country; or intimidate the public in general or a specific person; and committed for
the purpose of advancement of an individual or collective political/ religious/

philosophical motive.

Terrorist financing

Terrorist financing is the raising of money involving the solicitation, collection or provision
of funds, with the intention that it may be used to support terrorist acts, terrorists or
terrorist organisations. Whether they are part of large terrorist organisations which

control territory, or members of small terrorist cells, terrorists need money.

Transaction

Refers to any activity of a financial nature (or the use of other non-financial instruments
such as property) concluded between a client and an accountable institution in

accordance with the type of business carried out by that institution.

Tipping Off Refers to a warning, hint and/or useful advanced information given confidentially and is
based on inside information.
Trust The FIC Act defines a ‘trust’ as any trust as contemplated in the Trust Property Control

Act 57 of 1988 but excludes trusts established-

e by virtue of a testamentary disposition;

e by virtue of a court order;

e inrespect of persons under curatorship; or

o by the trustees of a retirement fund in respect of benefits payable to the

beneficiaries of that retirement fund.

Unlawful Activity

Refers to conduct which constitutes a crime, or which contravenes any law, whether
suchconduct occurred before or after the commencement of POCA or whether such

conduct occurred in the Republic or elsewhere.
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INTRODUCTION

South Africa is a member of the Financial Action Task Force (FATF), an international
organisation focusing on curbing money laundering, terror financing activities and proliferation
of weapons of mass destruction. Consequently, South Africa is expected to provide visible
and concrete commitment in curbing money laundering and terror financing. The IDC, as a
Developmental Financial Institution and Public Entity, supports global efforts to combat money

laundering, terror financing activities and proliferation of weapons of mass destruction.

FATF assessed the implementation of anti-money laundering and combating the financing of
terrorism (AML/CFT/PWMD) standards in South Africa during October and November 2019.
In February 2023, South Africa was Greylisted by FATF for not fully complying with
international standards around the prevention of money laundering, terrorist financing and

proliferation financing.

The IDC has a zero-tolerance approach to bribery or any form of corrupt practices and will, at
all times operate fairly and transparently and will cooperate with governmental and law
enforcement authorities in connection with any matters involving the IDC and / or its

employees whether part-time, full time employed or contact or temporary worker.

This document provides policy directives on how the IDC complies with Anti-Financial Crime

(AFC) related requirements.
POLICY STATEMENT

The business of IDC is built on the values of trust and integrity and as such our stakeholders,
mainly our clients, shareholders and regulators require the IDC to maintain such values and

embed them in its policies/ procedures and business operations.

The IDC supports local and global efforts to combat ML/TF/PWMD and is committed to
establishing and maintaining appropriate policies and procedures to assist it in complying with
the Anti-Money Laundering and Combating the Financing of terrorism (AML/CFT/PWMD)

control requirements.

Due Diligence (DD) principles are endorsed as a cornerstone of the IDC’s business practice
and an established framework that enable the detection, investigation and reporting of
suspicious transaction/ activities and all other reportable transactions to competent
authorities.

SCOPE

This Policy sets out the obligations of the IDC relating to the following aspects of Ant-Financial

Crime Compliance:

e Anti-money-laundering (AML).
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4.2

5.1

6.1
6.1.1

e The combating of financing of terrorist and related activities (CFT).

e The countering of proliferation financing and related activities (CPF).

e Sanctions risk.

¢ All predicated offences as covered in the EU Directive 06 (and subsequent amendments).

This Policy applies to all employees (whether temporary, fixed term, or permanent),
consultants, contractors, vendors, trainees, interns, agents, sponsors, or any other person or
persons associated with IDC, or any of our subsidiaries or their employees. The policy also

applies to Prescribed Officers, Trustees, Board, and/or Committee members at any level.
OBJECTIVE

The objectives of this Policy are the following:

o To set out the principles, philosophies and methodologies that the IDC deploys in order

to manage its regulatory obligation in terms of Anti-Financial Crime requirements.

e Sets out the behaviours the IDC expects in order to ensure compliance with relevant

legislation and its ethical standards.

e To create an environment that enables the recognition and reporting of suspicions or
concerns relating to financial crime so that it can be properly investigated, and corrective

actions taken to protect the reputation and integrity of the IDC.

e To reduce reputational, operational, concentration, financial and legal risks to the IDC,

such that the IDC thereby meets local and international standards.

e To explain how the IDC’s governance maintains effective accountability and oversight for

financial crime risk and compliance.
ROLES AND RESPONSIBILITIES

The Board
The Board is ultimately accountable for establishing ML/TF/PWMD control measures within
the IDC. It delegates (but not abdicate) responsibility to establish ML/TF/PWMD control
measures within the IDC to the Executive Committee (EXCO) regarding the:
o Approval for the establishment of business relationships that pose significant reputational
risk to the IDC.

e Approval of the content and external publication of the IDCs Business Partners List
(including the details of associated DPEPs / FPEPs) which will be submitted to the Board
Social Ethics Committee (BSEC) for this purpose annually.
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6.2 Executive Management / Prescribed Officers

6.2.1 Management is responsible for implementing this Policy and its related systems and
procedures, together with attendant controls to address all anti-financial crime related risks.
Management must further ensure that reasonable steps are implemented to ensure that all
staff members adopt this Policy.

6.2.2 This means in part, to ensuring that there is an appropriate level of commitment by all staff
to combating ML/TF/PWMD within the IDC.

6.3 High-Risk Client Review Committee

6.3.1 Delegated by BSEC to consider the high-risk clients for the IDC. Where applicable,
recommend high risk client for approval by the BSEC.

6.4 Compliance and Regulatory Affairs Department

6.4.1 CRAD is responsible for the development and implementation of all applicable anti-financial
crime related policies and procedures and advising Board, Management and all the IDC
staff members on all applicable regulations.

6.4.2 CRAD will always seek to prevent financial crime by practicing due diligence for prevention
of money laundering, corruption, the financing of terrorism, proliferation financing, tax
evasion and modern slavery by asking relevant commercial questions and looking for
unusual occurrences during routine business transactions.

6.4.3 Reporting information or concerns CRAD may have about any financial crime or potential
financial crime, or if CRAD suspect that a breach of this policy has occurred or may occur
in the future.

6.4.4

6.5 Employees

6.5.1 In terms of the IDC’s conditions of service contract, all employees are required to comply
with the IDC Policies and Procedures and directives as issued by the IDC from time-to-time.
All employees, wherever located, must familiarise themselves with and comply with this
Policy. Employees will never:

o Offer or accept any bribe, kick-back or facilitation payment (except for appropriate

hospitality and small gifts as detailed in our Code of Ethics and accompanying guidance).
o Give, promise to give, or offer, a payment, gift, or hospitality

o with the expectation or hope that a business advantage will be received, or to

reward a business advantage already given;
o to agovernment or regulatory official, agent or representative.

o Accept a payment, a gift or hospitality that you know, or suspect is offered with the

expectation that it will obtain a business advantage.
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o Make charitable donations or sponsorships to individuals or organisations in the
expectation that a business advantage will be received or to reward an advantage already

given.
o Offer or accept any other disguised form of bribery or inducement.
¢ Maintain accounts “off book” to facilitate or conceal improper payments.

e Threaten or retaliate against another employee or person working on our behalf who has

refused to commit a bribery offence or who has raised concerns under this Policy.
e Engage in any activity that might lead to a breach of the Policy.

Compliance Officer

The Compliance Officer as appointed in terms of the FICA is responsible for coordinating te
day-to-day compliance of the AML program and has the authority to administer it. The duties
of the Compliance Officer will include, but are not limited to ensuring that:

o Formulation of policies and procedures and necessary clarity for them to be followed;
e Proper compliance training and awareness is provided;
e Reports are properly and timeously filed with the FIC;

e Clarity for proper recordkeeping by the IDC as mandated by regulations and the IDC
policy;

o A periodic review is conducted to verify the effectiveness of the RMCP;
e Updating the RMCP as necessary due to changes in laws or regulations.
RISK BASED APPROACH

In terms of Recommendation 1 of the FATF Recommendations, IDC must implement a Risk -
Based Approach (RBA). An RBA is an effective way to combat money laundering, terrorist

financing and proliferation financing.

By adopting a RBA, IDC ensures that measures to prevent or mitigate money laundering,
terrorist financing and proliferation financing and related activities are commensurate with the
risks identified, and to make decisions on how to allocate its resources in the most effective

way.

IDC is required to understand their exposure to money laundering, terrorist financing and
proliferation financing and related activities risks. By understanding and managing these risks,
IDC not only protects and maintains the integrity of its business but also contributes to the

integrity of the South African financial system.

IDC’s RBA involves the following primary steps as detailed below:
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e Risk Understanding

e Risk Assessments

¢ Risk Monitoring

¢ Risk Management and Mitigation

Risk Understanding

The IDC strives to understand the ML/TF/PWMD risks across all SBU to such an extent to

enable it to assess and guide business units on the application of an RBA.

With reference to South Africa’s National Risk Assessment (NRA), Sectoral Risk Assessments
(SRA) conducted by the FIC, and IDC’s business risk assessment, IDC strives to ensure that

it understands the ML/TF/PWMD risks at national, sectorial and institutional level.

The IDC applies its AML/CFT/PWMD measures in a risk-based manner, according to its
understanding and assessment of its ML/TF/PWMD risks.

Risk Assessment

In terms of Immediate Outcome 4 of the Mutual Evaluation Report adopted by the FATF, FATF
recommended that IDC should conduct client risk assessments systematically while including

a sufficient range of inherent risk factors to identify and understand its ML/TF/PWMD risks.

Based upon IDC’s risk understanding, the IDC assesses and quantifies the ML/TF/PWMD

risks associated with the different clients.

The IDC conducts client risk assessments that allow it to list and quantify its inherent risk and
internal controls, with the calculated residual risk score guiding the IDC on how it should
manage the ML/TF/PWMD risks presented by clients. The client risk assessment is taking

place within the Siron System.

This client risk assessment incorporates qualitative and quantitative measures in line with the
type of clients that the IDC deals with the industries that the IDC funds and/or its clients
operate in and geographic locations of the IDC’s clients and their businesses, amongst other.

To ensure that the controls applied to the clients are commensurate with the clients’ inherent
ML/TF/PF risk, the IDC classifies the clients into four (4) ML/TF/PWMD risk categories:

Unacceptable Risk: a client that represents a significant vulnerability/ unacceptable to

ML/TF risks, which need to be addressed by termination or discontinuation of

relationship.

High Risk: client that represents a serious vulnerability to ML/TF/PWMD risks, which

need to be addressed by controls.
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Medium Risk: a client that represents a moderate vulnerability to ML/TF/PWMD risks,

which need to be addressed by controls.

Low Risk Client: a client that represents a minor or negligible vulnerability to
ML/TF/PWMD risks, which need to be addressed by controls.

Each ML/TF/PWMD risk category represents a different level of Due Diligence to apply

through the IDC’s control framework.

Risk Monitoring

IDC conducts ongoing risk monitoring relating to risks that have been identified and assessed.
Enhanced monitoring is undertaken in respect of high risks.

Monitoring of medium risk exposures involves the consideration of the under estimation of the
ML/TF/PWMD risk.

Minimal risk exposures will be subject to ongoing monitoring procedures that are appropriate

in relation to such risk.

Ongoing control assessments are undertaken to assess the compliance and ML/TF/PWMD
risks. This includes regular assessment of the adequacy and effectiveness of the

AML/CFT/PWMD policies, systems and procedure controls.

The degree of ongoing monitoring will depend on the risk that has been assessed. The
inherent and residual ML/TF/PWMD risk profiles of the IDC are monitored. The risk monitoring

undertaken informs the risk mitigation procedures that will be applied by the organisation.

Further to the above, the Siron System conducts daily batch screens of all clients irrespective

of risk rating. CRAD conducts clients reviews as follows:
e annual reviews of all high-risk clients;
e 3-year cycle of all medium risk clients; and
o 5-year cycle of all low-risk clients.

Risk Management and Mitigation

The IDC applies its knowledge and understanding of its ML/TF/PWMD risks in the

development of control measures to mitigate the risks identified.

The risk assessment process enables the IDC to determine the nature and extent of resources

necessary to mitigate identified risks.

It is the responsibility of the IDC to effectively manage all ML/TF/PWMD risks by establishing

and implementing systems and controls in response to the assessed risks.
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7.24 The IDC’s mechanisms to manage risk may include but are not limited to:
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Systems, policies and procedures — to be included in the RMCP;
Awareness training of staff;

Reporting channels;

Client analytics;

Process to exit from high-risk relationships;

Approval procedures for higher risk transactions and relationships;
Adequate supervision for higher risk activities; and

Screening tools.

De-risking and avoiding risk

IDC is not prohibited from conducting high-risk activities or having high-risk business

relationships.

Defining clients and products or services as high-risk does not cast a negative light on the IDC

nor on the clients, products, and services.

Risk assessment does not imply that the IDC seeks to avoid risk entirely through termination

of client relationships for certain sectors.

Avoiding risk by refusing a business relationship or terminating or restricting business

relationships should be used as a last resort where the IDC has reached a conclusion that

ML/TF/PWMD risks relating to specific clients cannot be mitigated adequately or effectively.

IDC’s ML/TF/PF and sanctions risk appetite

The IDC will not knowingly do or allow the following from happening:

Facilitate ML/TF/PWMD and sanctioned activities.

Establish or continue business relationships or conclude a single transaction with high-

risk clients if the IDC has not conducted EDD on them.

Establish or continue business relationships or conclude a single transaction with clients
that would expose the IDC to reputational, operational or legal risks because of non-

compliance with policies or any regulation associated with the policies.
Have clients who insist on anonymity or give fictitious names.

Have clients who are shell banks.
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The IDC recognises that a breach of AML, CFT, PWMD and sanctions and risk appetite
expressions could happen despite its best efforts. The IDC will always have risk mitigating

and remediation plans in place to limit the chances of breaches inadvertently happening.

DUE DILIGENCE(DD)
Due Diligence Process

The IDC will not establish business relationships with anonymous clients or clients with
apparent false or fictitious names since IDC identifies and verifies the identity of clients before

entering business relationships.

When establishing a business relationship or concluding a single transaction with a client, the
IDC applies appropriate DD measures, considering the regulatory requirements for DD, as

well as ML/ TF/ PWMD and sanctions risk assessments.

Obtaining this information will facilitate the upfront risk profiling of clients and the identification

of suspicious or unusual activities and transactions.

The IDC conducts DD as required in terms of its RMCP. The IDC conducts EDD on all clients

who are deemed to be high-risk.

The IDC must maintain principles and methodologies to ensure that prospective or existing
business relationships or single transactions that do not appear to be legitimate are managed

appropriately. This may result in the declining, terminating or reporting of a business.

DD performed on an RBA dictates the information required to determine whether to establish
or continue a business relationship with a client. All clients must be categorized according to
the ML/TF/PWMD risks they pose to the IDC and in accordance with the applicable risk criteria
as set outin the RMCP. The IDC must, at a minimum have control measures in place to enable
the Corporation to perform DD prior to the establishment of a relationship with a client or, prior

to concluding a single transaction.

Identification of the “principal” and/or “agent” and proof of their authority to act is required
where someone is acting on behalf of the client. The IDC may not advance any credit to a

client until such time the client is identified and verified as prescribed in this policy.

Establishing and verifying the identity of the client, the identity principal and/ or agent acting
on behalf of the client and the authority of the principal and/ agent to represent or act on behalf

of the client.
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The IDC will not establish business relationships with clients:

e who would expose the IDC to reputational, operational or legal risks due to non-

compliance with its RMCP or any regulation associated with its RMCP.

¢ who insist on anonymity or who give fictitious names.

Establishing and verifying the identity of the Beneficial Owner of the client

IDC follows the following elimination process when determining the beneficial ownership of a

legal person:

o Determine who the natural person is who, independently or together with another person,

has a controlling ownership interest (5% and greater) in the legal person.

o If in doubt whether a natural person owns a controlling ownership interest or no natural
person owns a controlling ownership interest, the IDC identifies the natural person/s who
exercises control by other means, including through his or her ownership or control of

other legal persons, partnerships, or trusts.

o Where the IDC cannot identify the natural person or persons who exercise control through
other means, the IDC will determine who the natural person/s are who exercise control

over the management of the legal person.
Ultimate Beneficial Owners in Different Legal Entities are as follows:

Close Corporation

For a close corporation, every member of the close corporation will be regarded as a beneficial

owner.

Unlisted Company

For an unlisted company, a beneficial owner would be identified as that natural person who
directly or indirectly holds five percent (5%) of the company’s ordinary shares.

Trust

For a trust, each named beneficiary. Where beneficiaries are unnamed and the discretion lies
with the trustees, then the trustees will be regarded as beneficial owners. The beneficiary of
a trust is not always the only beneficial owner. Beneficiaries are not the only persons who gain
benefit from the trust. The trustees and founders also have the capacity to gain from a trust
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dependent on the manner in which the trust is set up and the purposes for which the trust is
operated. IDC must therefore identify all natural persons who are linked to the trust.

Partnership

For a partnership, each partner of a partnership including silent partners will be regarded as
beneficial owners.

Non-profit organisation (NPO)

For an NPO, the founders as well as the management of the NPO will be regarded as the
beneficial owners. Where the beneficiaries are named, identify the named beneficiaries, or
where the beneficiaries are not named, follow the above process by which a beneficiary will
be determined.

Companies Listed on an Approved Stock Exchange

IDC is still required to follow the process of elimination when identifying beneficial owners of
exchange listed companies.

Exchanges may have differing requirements regarding the disclosure of beneficial owners by
listed companies. Depending on whether disclosure of beneficial ownership is required by the
exchange and successfully obtained, this may simplify the process for the IDC.

Further noting, public companies that are registered with the Companies and Intellectual
Properties Commission (CIPC), are subject to a beneficial ownership enquiry before
registering with the CIPC.

As most listed companies are too diluted, IDC would then refer to the control of the entity
being the Chief Executive Officer (CEO), Chief Financial Officer (CFO) and Chief Operations
Officer (COO).

State Owned Entities

In other instances, government institutions are constituted as legal persons by statute. This
category of legal persons constituted by statute can be referred to as “other legal persons”.
The governing statute would provide an understanding of which natural persons exercise
effective control over the legal person, e.g. the board and accounting officer.

In the case of national, provincial and local government departments, the beneficial owner
would usually be the natural person or persons who exercise control over the management of

the legal person.
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9.5

DPEP/FPEP

As part of the IDC’s onboarding and ongoing due diligence processes, IDC ensures that it
understands the ML/TF/PWMD risk that a business relationship with a DPEP/ FPEP will entail

by:

o Determining if the prospective client, existing client, the beneficial owner of the client and

person acting on behalf of the client, is a DPEP/FPEP;

e Determining if the prospective client, existing client, the beneficial owner of the client and
person acting on behalf of the client, is an immediate family member or known close
associate of a DPEP/FPEP

¢ Identify and assess the ML risk in relation to a DPEP/ FPEP;

o Apply DD which is commensurate to the ML risk the business relationship presents, which
includes EDD for a DPEP that presents a high ML risk and an FPEP; and comply with the

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

FPEPs inherently present a higher ML risk and as such, a business relationship with an FPEP

is always deemed high risk from a ML perspective.

However, DPEPs are not automatically considered as presenting a high ML risk and must be
fully assessed (considering all risk factors) to determine the ML risk that a business
relationship with the DPEP poses to IDC.

To counter the higher risk posed for the laundering of funds, IDC conducts enhanced due
diligence on DPEPs/ FPEPs.

IDC regards the following potential indicators that can contribute toward a heightened risk of
ML when dealing with DPEPs:

e The nature and seniority of the DPEP’s position, which may be indicative of the level of

influence and sway they may have.

e The DPEP declares that he/she is not a DPEP, however, subsequent searches through

independent third-party sources indicates that the individual is in fact a DPEP.
e The DPEP avoids providing information that would reveal he/she is a DPEP.

e Where a legal person, trust or partnership avoids providing beneficial ownership
information, and it is found that the beneficial owner is a DPEP. The DPEP avoids

providing source of wealth and source of funds information.

e There is negative media or investigative reports on the DPEP, immediate family members

or known close associates.
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e There are negative commission reports, or judicial findings on the DPEP, immediate

family members or known close associates.
e Unethical conduct by a DPEP.

e Credible allegations of ML, TF, PWMD, bribery, corruption or any other predicate offence
involving the DPEP.

e Previous convictions of the DPEP for ML, TF, PWMD, bribery, corruption, or any other

predicate offence.

o The DPEP is closely associated with persons who have been convicted of ML, TF,

PWMD, bribery, corruption, or any other predicate offence.

e The DPEP has been previously charged with ML, TF, PWMD, bribery, corruption, or any

other predicate offence.

e The DPEP, their immediate family members or known close associates’ transactions and

client activity do not align with their stated source of wealth and source of funds.

e The DPEP, their immediate family members or known close associates’ assets do not

align to the source of wealth and source of funds.

e The DPEP, their immediate family members or known close associates hold accounts in

other countries.

e The DPEP, their immediate family members or known close associates hold or utilise
customer foreign currency accounts, foreign currency wallets and any other foreign

currency product or store of value.

o The DPEP’s immediate family members or known close associates avoid providing

information that would reveal that they are linked to a DPEP.

e The DPEP’s immediate family members and known close associates control legal

persons, trusts and/or partnerships which have been awarded public funds or benefits.

e The client is an immediate family member or known close associate of a former DPEP

that presents a high ML risk.

e The DPEP’s immediate family member or known close associate is allegedly involved in

or was previously convicted of ML, TF, PWMD or any other predicate offence.

9.6 Where a business relationship with a DPEP is regarded as high risk, the IDC will take following

steps in addition to the steps taken when conducting Enhance Due Diligence;

o Ensure that the business relationship or transaction is specifically approved at a Relevant

Committee;
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Take reasonable measures to establish the source of wealth and source of funds of the

client;

Conduct enhanced ongoing monitoring

9.7 DPEP and FPEP status may change over the business relationship between the client and

IDC. A client may not be a DPEP or FPEP at onboarding but may hold this position at a later

stage. Similarly, the ML risk may change during the course of the relationship with a DPEP,
FPEP or DPIP.

9.8 Therefore, IDC conducts enhanced regular reviews to ensure client information is up to date.

9.9 The IDC monitors non - DPEP/FPEP accounts for a change in the DPEPs/FPEPs status,

customer profile or account activity and updates client information. The ongoing monitoring is

based on risk, consistent with FATF Recommendations.

9.10 The ongoing Due Diligence on DPEPs/FPEPs entails the following;

Monitoring the client’s repayment pattern to ensure that it is consistent with the client’s

source of funds.

Monitoring the client’s repayment pattern and method for any activity which constitutes a

suspicious and reportable activity to the FIC.

Monitoring the client’s Audited Annual Financial Statement to ensure that the source of

funds which the client uses for repayments is from legitimate sources.

Monitoring the client’s governance structures to ensure that the IDC is always aware of

who exercises effective control of the client.
Conducting ongoing screening for sanctions and any adverse media reports.

Monitoring the business relationship for any activity that constitutes suspicious and

reportable activity in terms of the FIC Act.

Enhanced ongoing monitoring for high-risk clients entails the following on a more regular

basis and includes verification measures;

Monitoring the client’s repayment pattern to ensure that it is consistent with the client’s

source of funds.

Monitoring the client’s repayment pattern and payment method for any activity which

constitutes a suspicious and reportable activity to the FIC.

Monitoring the client’s Audited Annual Financial Statement to ensure that the source of

funds which the client uses for repayments is from legitimate sources.
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e Monitoring the client’s governance structures to ensure that the IDC is always aware of

who exercises effective control of the client.
¢ Conducting ongoing screening for sanctions and any adverse media reports.

¢ Monitoring the business relationship for any activity that constitutes suspicious and

reportable activity in terms of the FIC Act

JSE Debt Listings Requirements

In accordance with the JSE Debt Listings Requirements, the IDC, in its capacity as an issuer,
sets out the following provisions, in respect of the disclosure and treatment, as a minimum,
with DPEPs/FPEPs (i) at board level and (ii) for prescribed officers of the IDC in respect of
any transactions/dealings by the IDC, with DPEPs/ FPEPs.

Any such transactions/dealings are governed by the IDC’s Conflict of Interest Policy.

A Register of such DPEPs and the relationship with the issuer is maintained by CRAD and

will be made available on the IDC’s website.
A negative statement will be made if there are no such DPEPs/FPEPs.

Any instances of amendments and/or deviations from this policy dealing with the disclosure
and treatment of DPEPs/FPEPSs will be announced immediately together with reasons for

the amendments and/or deviations
Prospective Client Screening

Client screening is a process that enables the IDC to collect all information relating to the
profile of the potential or prospective client such as sanctions listing, DPEP/FPEP
involvement, adverse media, criminal records and any other pertinent information that may

put the IDC in a better position to appropriately consider the application.

It also ensures that the IDC does not enter into a business relationship with prospective clients
that are listed on recognized sanctions lists, convicted of any offence or have a negative

reputation that might adversely affect the IDC’s good name.

The IDC is obliged to identify if a prospective or existing client, associated party or beneficial

OWner is:
e a DPEP/ FPEP;
e an immediate family member of a DPEP/ FPEP; or

¢ a known close associate of a DPEP/ FPEP,
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e to assess the ML/TF/PF and Sanctions risk introduced as a result of establishing the

business relationship.

9.19 The IDC will screen prospective or existing clients, associated parties or beneficial owners
against its approved DPEP/ FPEP lists prior to establishing a business relationship with the

client.

e The IDC is not required to conduct extensive investigations to establish whether a client
is a DPEP or FPEP. However, IDC must have regard to information that is in its

possession or is publicly known.

o As a starting point, the IDC provides client self-declarations. Before onboarding a client,
the IDC requires the prospective client to declare their DPEP/FPEP status as a means of
helping to determine whether the prospective client is a DPEP/FPEP on the FICA
Checklists.

o To help prospective clients better understand if they are indeed a DPEP/FPEP, the IDC
actively displays the definition of a DPEP/FPEP and different elements pertaining to such
definition on the FICA Checklists.

¢ Where a client advises that they do not fall within any of the DPEP or FPEP categories,
IDC reasonably assumes the client is not a DPEP/FPEP unless anything else within the
retainer, or that you otherwise become aware of, makes IDC suspect the client may be a
DPEP/FPEP.

¢ As an additional step, the IDC utilises search engines (Dow Jones and World Check) one
of which is integrated into the Siron System (Siron®KYC) to conduct DPEP/ FPEP/
screening in order to prevent the scenario that the client falsely declares their
DPEP/FPEP status.

e The IDC also conducts internet and media searches that focus on sources that could be
linked to the client and may assist in locating relevant information. Internet searches can

also assist in retrieving general relevant (country) information.

9.20 Screening of individuals, entities, countries, goods, and activities against target financial

sanctions lists are performed in Siron®KYC and internal lists.

9.21 The IDC will screen prospective and existing client records and cross-border transactions by
comparing prospective and existing client information and/or cross-border transaction details

against the IDC ratified sanctions and IDC’s internal lists.

9.22 Consent from the prospective client should be obtained for compliance with the Protection of
Personal Information Act 4 of 2013 (the POPI Act) on the identification and verification

requirements of the FIC Act.
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The processing of personal information of clients for the purposes of the FIC Act compliance
may only be done within the confines of the POPI Act. While the processing and further
processing of personal information of a client for purposes of the FIC Act requirements is
allowed in terms of the POPI Act, accountable institutions should be cautious of verifying
clients’ identities using third party data sources which may have obtained personal information

about a client without the client’s consent or knowledge.

Clients must be screened in accordance with the requirements contained in the policies, which
involves screening the client in the Siron System prior to conclusion of a transaction and during

the existence of the business relationship.

ENHANCED DUE DILIGENCE (EDD) ON HIGH-RISK CLIENTS

There are number of situations that can contribute to a client being regarded as high risk, such
as high value transactions (as determined by the IDCs materiality framework), clients in
jurisdictions which are regarded as high-risk jurisdictions for ML/TF/PWMD risk or where the
IDC is dealing with an individual classified as a DPEP with a heightened ML risk or FPEP.

This does not mean that a high-risk client engages in money laundering or other criminal
activities but that there is an increased opportunity to be involved in such activities.Examples

of cases classified as high risk are as follows:

e Trusts are regarded as inherently high risk due to their complex/sophisticated control and
ownership arrangements and in most instances, they are utilized as a vehicle to launder

money as it is sometimes difficult to identify the ultimate beneficiary.

¢ Non-Profit Organisations (NPOs) have also been regarded as inherently high risk because
they are notsubject to strict regulations and there may be used by criminals as vehicles for

Money Laundering or Terrorist Financing.

EDD must be conducted on all clients that fall under the category of potentially high-risk

clients.

The IDC should ensure that ongoing Due Diligence is performed based on a client’s assigned
risk rating. In this regard, as a minimum, periodic client review must be performed.

Senior Management Approval is required for high-risk clients.

The IDC must establish and maintain adequate procedures to ensure that all Client
acceptance information and supporting documents are reviewed and updated periodically by
the SBUs/ Regional Officers where there is an ongoing business relationship with the Client.
Where a client is deemed high risk, an EDD Report will be issued, and seniormanagement

approval is required based on the risk that the client poses to the IDC.
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COMPLIANCE POST INVESTMENT MONITORING

A monitoring plan is to be implemented by Client Service and Growth (CSG) to provide
updates on any material changes on the client, such as when there is a new director(s) or new

shareholders in the company.

CRAD will verify the source of funds when the client has settled the IDC early, to ascertain
whether the funds were obtained legally or not for early settlements and the transactions will

go through the approval process.

Siron System ensures that ongoing due diligence is being undertaken, the measures include

such as Batch Screening and transactional monitoring

Ongoing Due Diligence is performed based on a client’s risk rating. In this regard as a
minimum, periodic clients reviews must be performed in accordance with the following time

periods:
¢ High Risk Clients — reviews must be done on an annual basis.
¢ Medium Risk Clients — reviews must be done every 3 years.
¢ Low Risk Clients — reviews must be done every 5 years.
PROHIBITED TRANSACTIONS

The IDC shall not, nor shall it take steps to enter a business relationship in the following

circumstances:
o Where the IDC is unable or has not conducted DD as required by the FIC Act

¢ Where the client or beneficial owner of the client is, anonymous or acting under false or

fictitious names.
¢ Where the client or beneficial owner of the client constitutes of Shell Bank.
¢ Where the client or beneficial owner is a known terrorist.

o Where the client or beneficial owner of the client constitutes an ineligible person as
defined in the RMCP.

o Where the client or beneficial owner constitutes a person listed in the following list of

Sanctions:
o United Nations Security Consolidated List (UNSC).
o Office of Foreign Assets Control (OFAC).
o United Kingdom (UK) Sanctions list/ Her Majesty Treasury List.

o European Union Sanctions list
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Where the IDC has already entered into a business relationship with any of the clients listed
on the lists above, the business relationship shall be terminated with immediate effect in line

with processes of offboarding a client.

o Where the IDC has realised that it has in its possession a property belonging to a Terrorist
or a person listed in a sanctions list, the IDC shall report the matter to the Centre in terms
of section 28A of the FIC Act.

e The IDC will not enter nor continue a business relationship with a client where the
ML/TF/PF risk is regarded as unacceptable and cannot be mitigated sufficiently to levels

within IDC’s approved risk appetite.

The IDC must, unless approved by the Relevant Committee, refuse to establish a new
business relationship, or conclude a single transaction with an individual or entity listed above.
The IDC must, where required, escalate a transaction where a true positive match is identified
in respect of an individual/ entity/ country/ industry listed on an internal list where such
facilitation would be in breach of the applicable internal list requirements.

DECLINING OR TERMINATING A BUSINESS RELATIONSHIP OR A SINGLE
TRANSACTION

The IDC will decline or terminate business relationships or single transactions where such
appears to pose a risk beyond its approved risk appetite and / or suspicion of its services and

infrastructure being abused for the purposes of ML/TF/PF or related activities.

Should the IDC have reason to suspect that the client has involved the IDC in the possession
or transfer of the proceeds of unlawful activities or a breach of the relevant ML/TF/PF and

related activities laws, the IDC will decline or terminate business relationships.

A report will be made to the appropriate authorities on such termination, or the IDC may take
such necessary legal proceedings as prescribed by POCA, FICA, POCDATARA and/or any
other legislation to ensure that the IDC’s funds and/or facilities and/or property do not continue

to be used for Money Laundering purposes or Terrorist Funding and related activities.

If during the course of a business relationship, the IDC suspects that a transaction or activity
is suspicious or unusual as contemplated in section 29 of the FIC Act, the IDC will ensure that
all persons involved in submitting a report are aware that they may not inform anyone,
including the client or any other person associated with a reported transaction, of the contents

of a suspicious transaction report or even the fact that such a report has been made.

Section 29 of the FIC Act prohibits any reporter as well as any other person who knows or
suspects that a report has been made, from disclosing any information regarding that report

except for information disclosed:

¢ Within the scope of the powers and duties of that person in terms of legislation;
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e For carrying out the provisions of the FIC Act;

e Forlegal proceedings, including any proceedings before a judge in chambers; or in terms

of an order of court.

e Contravening these prohibitions constitutes offences in terms of the FIC Act that carry
maximum penalties of imprisonment for a period up to 15 (fifteen) years or a fine up to
R10 million.

In terms of section 69 of the FIC Act, if a person who is an employee, director or trustee or a
partner in the IDC, is charged with not reporting suspicious or unusual transactions, that
person may raise as a defence that he/she reported the matter internally to the person

responsible for ensuring compliance by the IDC with its duties.

The IDC reserves the right to decline a business relationship with a client should it become

aware:

o that the potential client does not comply with the provisions of the Anti-Money Laundering

(AML) or Anti-Terrorist Financing legislation or adhere to the FATF recommendations.

¢ Where an existing client or prospective client or the beneficial owner of that client is listed

on the United Nations Security Council (UNSC) Sanctions list.

e Where an existing client or prospective client or the beneficial owner of that client

constitutes an ineligible person as defined in this policy.

e Where the IDC, in terms of any capital raising agreement/s which the IDC has concluded
with lenders, the IDC is prohibited from doing business with entities/ individuals or
beneficial owner of that client is listed on either the European Union (EU), the Her Majesty
Treasury (HMT), the Office for Foreign Assets Control (OFAC), sanction lists or any other

recognized Sanctions List.
RECORD KEEPING

All information and documents obtained by the IDC during the DD process, including records
in relation to all payments and transactions, client screening, external reporting, employee
training records, records in relation to all reports made to the Centre (STR, CTR and TPR) in
line with the requirements of the FIC Act are to be retained from the date on which the business
relationship or single transaction is concluded until termination thereof, and for an additional

period of 5 years from the date of such termination.

Records in relation to payments and transactions must be sufficiently retained in such a
manner to ensure that the reconstruction of individual transactions is possible (including the
amounts and types of currency involved) as stated on the Anti-Money Laundering and Terror

Financing Control Manual/ Risk Management and Compliance Programme.
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All client identification information and data obtained through the basic or enhanced DD
process (e.g. copies or records of official identification documents such as identification cards,
passports, driving licenses or similar documents), account files and relevant business
correspondence must be retained and kept in accordance with the requirements of the FIC
Act, POPIA and/or any other applicable legislation and must not to be of a lesser standard

than detailed in this Policy.

All records must be stored securely against fire, water and systems damage. Records can be

retained in hard copy format or electronically.

In cases where records are kept by a third party, the IDC should ensure that such records are
kept in accordance with the requirements of the FIC Act, POPIA, this Policy and/or any other

applicable legislation and the Centre should be notified thereof.

All records must be capable of being retrieved within a reasonable time in 3 working days and
without delay and such process must be outlined in the respective business operating/

minimum standards.
REPORTING
Section 28: Cash Threshold Reporting (CTR)

The IDC is not a bank or a deposit taking financial institution as defined by the Banks Act 94
of 1990 and repayments of loans are paid back by means of either a debit order or electronic

fund transfer (EFT) only. However, there are instances where clients repay in cash.

The FIC Actimposes a duty on the IDC to report within a prescribed period of 3 (three) working
days of becoming aware of the transaction and to report to the Centre, the prescribed
particulars concerning a transaction concluded with a client if in terms of the transaction an

amount of cash in excess of the prescribed amount of R49.999,99.

Section 28A: Terrorist and Sanctions Property Reporting (TSPR)

The IDC must within five (5) business days after becoming aware of a reportable transaction
report to the Centre the prescribed details concerning any property, which it has in its
possession or under its control, which is owned or controlled by or on behalf of or at the

direction of:

e a specified entity identified in a notice issued by the President under section 25 of
POCDATARA,;

e or a person or an entity identified in line with a resolution of the United Nations Security

Council contemplated in a notice referred to in section 26A (1) of the FIC Act.

All Employees who have filed or intend to file a TPR should not discuss their suspicion with

anyone other than a Manager/ Officer in CRAD.
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Prohibitions and permitted financial services relating to sanctions listed individuals, entities,
goods or activities to sanctions listed individuals, entities, goods or activities the IDC must,
where required, refuse to establish a new business relationship, continue with an existing
business relationship or conclude a single transaction or a transaction during a business

relationship where a true positive match is identified in respect of:

e a specified entity identified in a notice issued by the President of the Republic of South
Africa under section 25 of the Protection of Constitutional Democracy Against Terrorist
and Related Activities Act 33 of 2004 (POCDATARA); and/or

e a person or an entity identified pursuant to a resolution of the United Nations Security
Council contemplated in a notice referred to in section 26A (1) of the FIC Act, as
amended, unless that business relationship or transaction is a permitted financial service

or permitted dealing of property.

The IDC must, where required, refuse to facilitate a transaction where a true positive match is

identified in respect of an individual or entity or activity or good listed on a sanctions list.
Section 29: Suspicious and unusual transactions and/or activities Reports (STR)

It is the unusual nature of a transaction or activity that should alert an employee and create a
suspicion that the business has received or is about to receive proceeds of unlawful activities
or Property which is connected to an offence relating to the financing of terrorist and related

activities.

The IDC must ensure that adequate and effective analysis processes and procedures are in
place to analyse all suspicious and unusual transactions or activities in accordance with this
Policy including any internal guidance in this regard and subsequently report the transactions

to the Centre.

All IDC Employees are required to report to CRAD, knowledge or suspicion that the business
has received, or is about to receive, proceeds of unlawful activities or property which is

connected to an offence relating to the financing of terrorist and related activities.

All IDC employees must cooperate with the Authorities and provide them with such information

as required in terms of the FIC Act.
Tipping Off

No person who knows or suspects that a report has been made or is to be made in terms of
section 29 may disclose that knowledge or suspicion or any information regarding the contents
or suspected contents of any such report to any other person, including the person in respect

of whom the report is or is to be made.
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The offence of tipping-off takes place when an individual discloses information to anyone

outside the internal reporting chain and in doing so, prejudices an investigation.

Any discussion of knowledge or suspicion that the business has received or is about to receive
proceeds of unlawful activities or Property which is connected to an offence relating to the
financing of terrorist and related activities would risk a tipping-off offence being committed

should the client become aware that a report has been submitted/will be submitted.

It is vital that the employee must at no time discuss with a client or any other third party the
fact that a report has been/will be made. Any correspondence that may indicate that a report
has been/ will be made must not be placed on the client’s record. Any employee who tips off a
client or any other person commits an offenceand may be liable for both dismissal and criminal

prosecution.
Protection of person making a report

FICA offers protection to employees of the IDC who participate in filing STRs and comply in
good faith with FICA’s reporting obligations by prohibiting legal action, either criminal or civil,

from being instituted against employees of the IDC.

No evidence concerning the identity of an employee who has made, initiated or contributed to
such a report or who has furnished additional information concerning such a report, is
admissible as evidence in criminal proceedings unless that employee testifies at those

proceedings.
The IDC’s Approach to sanctions

All the jurisdictions in which the IDC operates are obliged to give effect to the United Nations
Security Council (UNSC) Sanctions. The IDC complies with the requirements of the UNSC
Sanctions regime and foregoes any business that would breach the requirements of the

regime.

The IDC considers sanctions regimes imposed by other authorities where non-adherence may
impact the IDC’s ability to access other markets or where the facts of the transaction make it

appropriate to do so.

The IDC requires that its counterparties do not engage in or facilitate any business activity

that would lead the IDC to breach any applicable sanctions obligations.

In addition, the IDC should take measures to comply with national and international sanctions
legislation by screening the client’s and beneficial owner’'s names against the UNSC and other

relevant sanctions lists.
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In terms of section 26B of the FIC Act, the IDC is prohibited from entering into or facilitating a
transaction with or for the benefit of a person who has been identified as sanctioned according

to the United Nations Security Council.

Under the capital raising agreements which the IDC has concluded with lenders, the IDC is
prohibited from doing business with entities/ individuals that are listed on the United Nations
Security Council (UNSC) Sanctions list, or on either the European Union (EU) or the Her
Majesty Treasury (HMT) or the Office for Foreign Assets Control (OFAC) or any other
recognized Sanctions List. The IDC is also prohibited from dealing with clients whose

beneficial owner(s) is listed on the said sanctions’ lists.

Where an existing client or prospective client or the beneficial owner of that client is listed on
either the EU or the HMT or the OFAC or any other recognized Sanctions List and is not
prohibited in terms of any capital raising agreement, the IDC will in general, where such
transactions are concerned consider all relevant information on a case by case before making

a decision on whether to establish, maintain or terminate the business relationship.
TRAINING & AWARENESS

The IDC must provide, and employees are obliged to undergo, appropriate ongoing training

on AML, CFT, CPF and sanctions risk management.

The IDC will provide all employees, whether permanent, part-time or contractual with
appropriate ongoing training of the FIC Act and the IDC’'s RMCP to perform their functions
within and on behalf of the IDC. This may be extended to Board members at their discretion.
FICA Online Training will be compulsory to all new and existing staff and refresher training will

be made available to all on an annual basis.
Role based, intermediate and advanced ongoing training will be provided to all employees.

Employees must be made aware of the contents of this policy, which includes communication
regarding their responsibilities and actions expected of them. Employees must be made aware
of the contents of the relevant local policy for AML, CFT, CPF and sanctions as implemented
for their jurisdiction, which includes communication regarding their responsibilities and actions

expected of them.

CRAD provides regular related communications to our employees to reinforce the

requirements and expectations of all our employees.

CRAD will facilitate and ensure that training and awareness of all employees of the IDC is
undertaken. It remains the individual’'s responsibility to take the initiative to ensure attendance

and participation at the scheduled training within the prescribed period.

POLICY GOVERNANCE
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Ownership

Ownership of this policy will vest with CRAD. The department will be responsible for facilitating
and coordinating the implementation of this policy within the IDC. Compliance with this Policy

is compulsory by all staff members of the IDC.
Policy Review

CRAD will review the policy annually or as and when legislation changes, or a regulator directs
it to do so, and any material amendments are to be ratified by the Executive Management and

Board Risk and Sustainability Committees.

Consequences of Non-Compliance

Failure by any staff member to adhere to any of the requirements and obligations contained
herein shall result in disciplinary action being taken against the relevant staff member in terms
of the IDC’s Disciplinary Code. In certain instances, non-adherence to this Policy may result

in criminal action being pursued against the employee involved, IDC and / or Directors.
Policy Breaches

All Policy incidents and breaches must be reported to the Head of CRAD. The IDC staff may
also report by completing a Suspicious Transaction Report (STR) where applicable. The IDC
will take appropriate action after consideration of all the relevant details. The GC and / or the
Head of CRAD will involve the Centre as required for the Anti-Money Laundering and Terror

Financing violations.
Policy Implementation

The Head of CRAD is responsible for developing a suitable communication plan to publicize

the Policy and its key features to all employees.
RELEVANT DOCUMENTS

IDC has several internal policies that support its adherence to its fraud and bribery controls,

in addition to the following documents:

¢ Financial Crime Risk Management and Protected Disclosure Policy.
o DD Systems and Procedural Manual.

e Compliance Policy.

e Conflict of interest Policy

o Delegation Matrix.

e Financial Action Task Force Recommendations.
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e Financial Intelligence Centre Act 38 of 2001.

¢ Financial Intelligence Centre Guidance Notes.

e Prevention and Combating of Corrupt Activities Act 12 of 2004.
e Prevention of Organised Crime Act 121 of 1998.

e Procurement Policy.

e Record Management Policy.

Risk Management and Compliance Programme.
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