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	IDENTIFICATION OF EXISTING CLIENTS IN TERMS OF THE FINANCIAL INTELLIGENCE CENTRE ACT NO 38 OF 2001

1. Members are hereby advised that the Minister of Finance has granted certain exemptions to the 30 June 2004 deadline in the Financial Intelligence Centre Act (“FICA”) for the establishment and verification of identity of existing clients. The exemptions are sector specific and affect banks, JSE members and investment managers. These exemptions have been published under Government Gazette number 26487 dated 21 June 2004, which can be found on the Financial Intelligence Centre website (www.fic.gov.za).

2. As members would be aware, the “know your client” provisions under FICA require accountable institutions to establish and verify the identities of their clients. The identities of all new clients who commenced doing business with accountable institutions after 30 June 2003 have had to be verified prior to any business being conducted with such clients. Prior to the granting of these new exemptions, the identities of all clients who had established a business relationship prior to 30 June 2003 (“existing clients”) had to be verified by 30 June 2004.

3. Without the latest exemptions, the requirements of FICA would have prevented accountable institutions from transacting with existing clients after 30 June 2004 if those institutions had not verified the identities of those clients by that date in accordance with the Act and the Regulations. The JSE was concerned about the impact that this would have on members and their clients and therefore applied to the Minister of Finance for a 12 month extension to the deadline for all member firms.

4. Our request was effectively granted through the exemption for JSE members for a 12 month period, subject to the following conditions:

· The prescribed steps required by Section 21(2) of FICA and the regulations prior to continuing a business relationship with an “existing client” must be completed by the following dates: -

Partnerships & Trusts 

- 
31 October 2004


Individuals


Top 20% by average monthly value 


of transactions over the period 


1 April 2004 to 30 June 2004

-
31 October 2004


Next 30% 



-
30 April 2005


Remainder



-
30 June 2005




Legal entities


Top 20% by average monthly value 


of transactions over the period 


1 April 2004 to 30 June 2004

-
31 October 2004


Next 30% 



-
30 April 2005


Remainder



-
30 June 2005

· Members must apply enhanced scrutiny to clients not yet identified and verified so as to enable them to identify suspicious transactions which should be reported to the FIC

· Members must submit quarterly progress reports to the JSE on the verification of identity of existing clients

5. Whilst the exemption for JSE members and the conditions thereto are summarized in 4 above, members are advised to read the full exemption contained in the Government Gazette.

6. The value of transactions referred to in 4 above is the value of trades in securities and financial instruments over the relevant three month period. It does not include the value of receipts and payments of funds. For the purpose of ensuring compliance with the conditions to the exemption, this value must be determined for all current clients who were existing clients as at 30 June 2003, and who are either individuals or legal entities. Having determined the relevant values, the clients in each of these two categories would then need to be ranked by transaction value from the highest to the lowest. The relevant percentages would then need to be achieved in terms of verification of identity by the stipulated dates.

7. We are not able to offer any specific guidance as to how members should calculate the average monthly value of transactions on each existing client’s account for the relevant three month period. However, for the purpose of the quarterly report to the JSE, if a member is not able to provide an exact percentage due to the potential complexities involved in calculating the relevant values, we would be satisfied with approximate figures, provided the member is certain that they have at least achieved the minimum percentage stipulated in the conditions at the relevant dates.

8. Our advice to members to ensure that they are able to meet the conditions to the exemptions would be to ensure that the verification exercise is completed for all existing clients as soon as possible, to avoid any doubt as to whether the conditions have been met as at the relevant dates.

9. The quarterly progress reports to be submitted by members will be required in a standard format which will be provided to all Money Laundering Compliance Officers shortly. These reports must be submitted as at 30 September 2004, 31 December 2004, 31 March 2005 and 30 June 2005. THE REPORTS MUST BE SUBMITTED TO THE JSE SURVEILLANCE DIVISION BY THE 15TH DAY OF THE FOLLOWING MONTH.

10. IT IS IMPORTANT TO NOTE THAT IF A MEMBER DOES NOT ADHERE TO ANY OF THE CONDITIONS TO THE EXEMPTION, THE EXEMPTION IN ITS ENTIRETY CEASES TO APPLY TO THAT MEMBER. THE MEMBER WILL THEREFORE BE UNABLE TO TRANSACT WITH ANY EXISTING CLIENTS WHOSE IDENTITIES HAVE NOT YET BEEN ESTABLISHED AND VERIFIED IN ACCORDANCE WITH THE ACT AND REGULATIONS.

Should members have any questions regarding the content of this gazette, they may contact Vivienne O’Hare (vivienneoh@jse.co.za or (011) 520-7045) or Shaun Davies (shaund@jse.co.za or (011) 520-7032) at the JSE Surveillance Division.
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