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THE BACKGROUND

1.1, 3EBI has issued guidelines on Enow Your Cliend [KYZ) siandords and abL |Aanl-Money
Lounderning) Sfandards vide its cincular doied Jonoary 18, 2008, The Guideiings issued with
Iher circular arein the context of the recommendaticns made by the Anancicl Aclion
Tosk Force [FATH on anfi-moneay laundering standards, Complionce with these standards
by dll capital market inlarrmedicries ragistered with 5EBl has become impenative. These
Guidefines lay down the minimum requiremants / disclosures o be made in respect of
clients. S3EBI vide its circulor no. ISOYCIR/REAMLIZ/046 daled Morch 20, 20048 has further
issued Cguidelines with mespect fo Maindienance: and  Praservalon of recoods  of
fransactions, information fo be maintained. reporing 1o Ffinancial Inteligence Unit —
India. This policy document s based eon  the 3SEBl  Guidelines/Circuiar  no,
S0/CIR/ERSAMLS2/06 dated March 20, 2004 and master circular no. [SDSAMLCIR-1 /2010
dated 12% February, 2010 ot places to suit speacific requirements of the Company.

PREAMELE
[hravgh Ihe following Paolicy Guidelings, the Company stands commitied to -

[a] Accept only those clients whase identity B established by conducling due diigence
appropriate 1o the sk profiie of the client.

[b] Record and preserve audit frail for the transactions conducted by Clients to faciliiate
irvestigation,

[2) Beport fo Fnancial infeligence Unif - India, o any alther agency deasignoled by
secunties and Buxchange Boord of Indio or Government  of India, fhe defails of
fransactions ol all or sslaclad clients | ond when reguested or at regular frequency as
micay e suggested by such agencigs, and

|d] Cooperate with investigolive agencies [ low enforcemeni agencies in their effords io
froce the money loundering fransactions and persons invobvedin sech iransacticns.

1. The Objective

1.0, I Wonay aundenng” s the process by which pesons with crirminal infend or persons
involvad in criminal aclivity alternpt (o hide and disguiza the e oigin and ownsrship of
the proceeds of their ciminal activilies, thereby. avoiding prosacution, conviclion, and
cornfisczobion of the cimimal funds. The ferm “Money Laundeanirg” s also used when [he
funds are used for temonst finoncing though the crigin of the funds may be legifimoiz:

1.2, The objactive is to have in ploce odequale policy, proctice ond procedure that
reomole professionol slondards ond help o prevend the Company friom being used,
infentionally ar uninfentionally for monay lounderng. KYC Standards and AML Measures
would enable the Company o know) understand its clientzs, the beneficial owners in
cose of nor-individual enfities, the principals behind cienizs who ore acling as agents
and their finoncial dealings better which in turn will help the mutsal fund fo monags s
rizks prudenthy,




2. The approach:

2. Ihe approach fowards EYC Stondardds s bosed on sk perceplion and money
toundering thraats that may be posed by differen| lypes of cliznts. The Company shall be
largely guided by the KYC stondards prescribed by SEBI for Stack Brakers.

2.2, BKYC Stondards & AML measures invalve a clienl acceptance policy and cliand
idenfificofion programme thal invelves enhanced due diigence for higher risk acceounts,
and includes account maonitening for suspicious activities. These standards constitute an
essential port of sk management by providing the basis for idenlilying and confroliing
sk exposures, which the Compaony tokes 1o prolsct iiself and its genuine clients from the
risks arising oul of suspicicus fransociions/ risky clenls,

£.3. The KYC Standards centre on the following four key elements:

(i} Risk clazsificalion [i| Client Acceptance Policy and identification procedures, (il Gn-
qoing Monitoring Procesies and {iv] Reparting

2.4 Other AML Megsures

il Client =ducation and awarsness, (i} Channel pariner education and awareness
fiii] Slaf educotion and awareness

3. Risk Classificatian:

3.1 The level of Money Laundering ML) risks that the Compaony = exposed o by a client
relaiionship depends on:

» Tyee of ihe client and nature of business
* Iype of product f senvice availed by ihe client
» Cpuntry where the Client is domiciled.

3.2 The Sermor afficial shall clossify ihe client into High Risk, Medium Fisk and low risk
colegory considering tha following factors:-

o) Clisnt's location

BIClient's adodress

] Malure of business aciivity

d lroding lurmover and monner of making poyments

In case a chant it aulhoriing someons else tor operafing his account, the same shall be
duly recorded with proper execuled powsr of ottomey on stomp poper of appficabls
value must be obiained and the signolure as wall as details of Powser of Attorney shouwld
e recordsd in the sviiem.

IFe loliowang closses of clienls are definad as “ipecial Category Clients” (300 and tha
reqislralion i done ofter more detafed scrofingy and ofter ocbiaining reference from a
relicible sourca onby

o) Morvresident clients

) High:Metsworih clienls




cp Tewusl, Charifies, NGO: and crganizoiions receiving donafions

) Undisted comparniss
€] Politically exposed parsans (PEP) of foreign argin

) Current or former samor high profile politicians. their family membears and connected
entitiss

0] Companies cfferng forsign exchonge offerings

bl Chents in high-risk countries. Viz Al Hon Cooperafive  Caoundries. and Tembones: as
cigssiied by FATE

i} Clignts with dukious reputation as per public information availabls

4. Client acceptance paolicy and idenfificafion procedure:
4.1. Client Acceptance Policy [CAF)

a. Whare ihe client is a new client, account must be cpened only offer grsuring that pre
dgecount opening KYC documentation and procedures are conducled. The Company
will follow he standard inimplamenting the procedure for KYC.

b. Format of the Account Cpening form and  tronsoclion: form moy be modified
oppropricishy o achieve ihis objective.

c. Any traorsocfion from o clisnt may be accepted only affer Client acceplonce
procedure s completed. Howewer, Client accepiance procedure and Transoction
acceptonce procedure may be inilicled simullaneously in cose of low sk clients; If
Client occepiance procedure rejects a client and clienl doss nat respond to requests for
aclciificmal inforrmaation,

4.2, Know your client standards = identification of client;

4.2.1 ldentity generally means o sef of afirbutes which together uniquely identify o
roloral o legol person, Ancoindividuals identity compzes hisfher nome recent
pholoegraph, signolure, dale of birth, and the residential address af which hefshe can be
located. In case of nondndividuals, idenlificotion 5 astoblished with the help of
regiEiraiion number, copies of incoporalion docoments, lncofion, oddress of head office
and idenditv of authorized signofones.

.24 Identification evidences should be varfied for
» The named account holder(s]fihe pereoninwhoss nome aninvestrment iz regisiered;

» Any principol bensficial owner of funds baing invasled who is not the account holder
o namedd cliend:




r“

= Prawer of Allarmey Holders.

e The failure ar refusal by a client faling wvnder higgh-risk category 1o provide sofisfactony
Aendificalion evidence within 30 doys of sesking information andfar without adaguais
axplonalion may lead o a suspicion that client is engoged in money laundering. Insuch

circumstiances, client may be considered rmaking o suspicious activity report,

433 A fisk-bosed approoch will e adopted towards cerfification of Docurnents. For low

ek clients, relianos wil ke placad on o sell-cerified copy of the documanis required 1o

prove identity and address.

Fe high-isk clients, |he copiss of identification documents have to be oftested by

govemnmen! gazettsd officers of notarised by o public notary or by any athar parson

whio has opened an cccount with tha Company after adhering to KY . morms slipulatec

under this policy.

4.3.4 Client Identification Frocedure

Pre-account Opening: The subrmission af all docurmenis required under this policy is a pre-
et requisite for  all  clients regisiration.  Incomplete Farm lincluding  incomplete

documentation] & 1o ba rejectad. The Compony will follow the slandard  for

imptemeanting client identification procedurs.

In- person verfication

In case of Non Resident Indlvidual - copy of permission for dealing In securitles from
aulharised Dealer / REl s mandatory. [Classified os high risk clienis)

Howewver, prool of idenlily and proof address will e veniied bosed on the following
documentalion:

Decumentation requirement

A. Individual / Sole Proprietorship

L ¥ salf attested copies of the following documents may be obtoined ofter due verfication
with the eiginals ihereat;

For Praot Of Identity lany ane of the following]

PAM Mo, , Passpor, Voler 1D, Diving Licanse, Fhold Identity card issued by Employsr
reqistensd wnder MARIN

For Proof OF Address [any one of he [aallowing)
Fassport, Yoter 10, Driving License, Gank Passbook, Rent Agreement, Ralion Card, Flat
mMaoinignonce Bill, Telephone Bl Elecincily Bill. Insurdnce Policy Cerliicate issued by

employer Regsiersd under pA&PLR 83*

For Proof Of Bank :




Copy of Cancelled Chegue leat Pass Book, Bonk Statement [containing nome of
constifisenl)

For Proot Of Demaf
Llient master ssued by OF [bearng DF stamp), Recent Holding stofement [coniaining

rsarmie of consfituani|

In case of Non Resident Individual - copy of permission for dealing In securities from
Authorised Dealer / RBI is mandatory. (Classified as high rsk clients)

The gbove decuments would be accepted in any longuoge specified in tha Eigghih
achaedule of the Constitulion of India. Documants in any languoge oiher than a
scheduled longuoge must be franslated into English, and duly oftested by a notary
pubdic or gozetied officer. Signatures by way of a thumb impression cara fo be duly
aftestad by a notary public or garetiad officer.

B. HUF

Regisiration can only be held in the name of the Karta on behalf of the HUF

Proof of Identlty : Copy ol FPAN Card of the HUF

Proct of Identiiicafion of Karta

Proof of oddress : Bank Staterment,

Decloration fram the Karta in prescribed formal ggned by all the adull coparceners
Financlal Status

the Client should isclose his inancial stotus in the following manner. A pravision for such
ditclosure will be maode in the application form,

Below Rs. 100,000

Fs. 100,000 1o B 5.00,000
Rs. 500,000 fo B 10.00,000
Bs, 100000000 fo RBs. 25,000,000
Above K5, 25,00.000

C. Cccupatlon
Dccupation dalois are to be provided by the cfienl, The details to be obtained are the
follorediric;

Employed, Salf Ermployad, Business. Frofessional, Hause Wila, Olhers




==

0. Non- Individuals {Partnership Firm, Corperate, Trust, Others)

1. Copies of the bolance sheet for the kast 2 finoncial years {copies of annual balance
sheat 1o e submitted svery year)

7, Copy of laiest shore holding pottemn including Bst of all those holding rmaore than 5% in
ther shiare copital of the company duly cerified by Ilhe company secratary [ wholetime
director / M.1. [copy of updatad shareholding poitern to be submilied every year.)

3. Copy of the Mamorandum and Arficle of Associafion in case of a company { Dody
incarpoealion / parneship deed in case of a partnershis firm.

4, Copy of the Resolufion of board of directors’ oppraving parficipalion. in equily /
dorivaiives f debi trading and naming authorised persons far dealing in securnifies,

5. Photographs of Parners / Whole iime directors, individual promaoters halding 5% or
more, either directy or indirecily, in the shareholding ot the company and of pesons
- authorzed 1o deal in securilies.

4 FOR PROOFE OF BANE : Copy of Conceled Chegue lsot / Pass Book / Bank Sloterment
{containing name of conshiluent}

7. FOR PROOF OF DEMAT : Client master issued by DP [bearing DF stamp] / Recen
Holding sfafemen| (containing narme of canstitusnl)

In case of Non Resident Indlvidual - copy of permission for dealing in securities from
Authorised Dealer / RBl is mandatory. {Classified as high risk clients)

5, Transaction Monitering and recerd keeping

£ | The Rules naliied under the PMLA defines a “suspicious honsaction™ as a fransaction
whether or nol made in cash which, io o person acting in good faith

a| Give rise 1o a reasonable ground of suspicion that it may involve the procesds of
Chme; of

b} Appears fo be mads in circumsiances af unusual or unjustified camplesxity; or

c) Appears fo have no eccncmic rationale or bonafide punpose.

5.4 all persons associated with cperations, rsk mancgemenlt and back ailice o peraiions,
el toke due care and report any fransaction wihich i fell fo be of suspicious nofure on
any ground, shall alzrt Ihe Frincipal Officer throwgh his immediote reporfing autharity.
The talicwing ilustrations would explain the basic dpproach,

1. Unusually large fransactions | pattems which oppaar to hove no sconomic CUose.

9 03 market ransoctions wilh ofher baneficiary account holders having no reascnatils 'Q.ﬂ
grounds.




3. Clienis whaose identily verification is difficull

4, Subslantial increcse I activily without apparen! causs
2, audden activily in dormont accounl|

&, uspicious off morket fronsaclions

£ Large deal of rices away from the moarket

8, Large number of accounts having commen parameters such as common podne/
directors) addrasses, emall addrass, elephone numberf infroducens or autharzed
sgnatoniss,

7. Unusual unique client code changs activity with ne proper justification in respect of
rmarket frades

High Volus Transaction shall be identfied for review by oppropricrely bock office
excculive and any transcchion of suspicious nalure shall be immediaiely infimaled to
Frincipal Officer,

6. MAINTENANCE AND PRESERVANCE OF RECORDS

lhe  Company  shall  preserve vanous  records/documenls/letiens/corespondence
received from and send 1o clients.

Ihe Company cumaenlly maintains oll recorgs and decuments prascribed undar the
apphicable laws, miles. regulations, byelows, cireulars and guidelines ste. [A copy of SERI
circular is ottached as Annexirs-l)

The officials shall ensure that the records are kept in an easily accessible mannar so that
it shall be available as and when required by ihe relevont aulbornities,

In cose of any swspicious fransactions being reported by Principal Officer. all
corespondence and docurments periaining to the clhant and to the honsoction b
retained and mointained for a period of 10 years as grascribed by loaw.

The recods for customer idenfificalion and KYC forms should also he maintoined and
refoined for ten yeors from the date of cessation of the transaclions as per section 12[2)
af Prevention of Maney Laundering (FML) Act 2002 os well az fill the relationship with the
clignt sukssist.

Ine identiicaticn documeants and other details should be peraodically updaled,

Changes required jn clent bank delails ond oddress: delails pursuan to recquesis
received in propery filled modificafion form wilh sufficient proofs should be incorperalod
in records/daofabase and the same to be retained with client identificalion documents.
The scannad copies of KYCs of the clienls are also mainfained in dalabose of the
U P
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7. REPORTIMG TO FINANCIAL INTELLIGENCE UNIT (FIL]-INDLA

A per SEBI Ciroular no. 15DV CIR/RR/AML/2/0é daled March 20, 2004 and master crcular
no. 18D AMLICIR-1/2010 daoted 120 Feoruary, 2010 on Anti Money Loundering  [AmL]
Standaords/Combating Fnoncing of Terorism  [CFT)/Obfigations of Secunties Morket
Intermadianas under the Prevenlion of Money Lavndering Act. 2002, the Company shall
furmish informalion with respect to cath and suspicious fransachions fo:

Dirsc:torn, Financial Inteligenace Unil-india
{FIL-IM} al the following address:

Cirectar, FIL-IND,

Financial Inteligence Unit-ndia,
&ih Floor, Hotel Samrat,
hanokyoapun,

Mew Dielbi-1 1],

wabsite: hilp:/ fivindic.gov.in

7.1 Time limits prescribed for furnishing infermation to Directar, FIU-IND:

Rule 8 of the Rules nofified by MNofificotion MNo%2005 (a5 aomended oy
MatificafioriMo. 15,2005 and 4/2007] prescribes time limit for fumishing information 1o he
Crirector,

FILI-ILS,

Ihe time lmit for  fumishing information aboui cash  |ronscctions  and

imlegrafyconnected cash transcctions to Director, FIU-IND s 15th cay of the succeeding
rmianth.
- All cash transactions where forged o counferiait curency notes or bonk: noles hove
been used os genuing or where any forgery of a valuable security or g documaen! hos
token ploce faciitoting the fransactions should be fumnishad fo the Diecton FILIND nof
later than seven working days from fhe dote of cccurrence of such fransociians.

- all suspicious transaclions have to be fumished to the Dieclor, FILND nat later than
sevan working days on Leing satishied that transcction is SLISTICIOUE,

7.2 Indicafive list of suspicious actlvitles

Further. obiain a declaration from the clienl confimming that the source of funds for the
poyment is legitimate, If no declarafion is given, the fransaclion will be rejectad,

Unusual Activities:
Any unusual requesis like nof-sending of account statements

sudden surge in activity level, which means & ransactions in the Fund in o day jar 4 doys
in.a span af twio weeks,

Inaperative accounls for 2 yeors becoming active suddeanly.




frequent chonge of bank mondates { aoddress i.e.. fhves or mora changas in sik monihs.

* Cerfain Suspicious Funds Transfer Activitles

Al chards, channel partners and distributors are requested to understand the Compony's
palicy on KYC standards and AWML measwes and co-operate with The  Compony in
impdemending fhese palicy.

8. Awareness

The company shall conduc! aining) owareness programme to develop awarenesss and
vigilonoe of employaes to guard against money laundenng and temaorist financing,

9. Investar's Education

he Company shall prepare specific literature so that the clhents con be educated an
the objectives of the Anti Mansy Loundering {AML)/Combaling Financing of Temcaism
1CFT) prograrm.

180. Sub- broker training, oworeness for implementation of Anli Moeney Laundering Policy

121 The Company shallsee that allis sulb-brokers should adopt Anfi-Money Laundsring
Policzy caned comply with the reguiremenis.

102 The registered suly brokers shall submit an undedtaking for complying with PhLA
requirenments.

[he format of underaking = aitaoched as Annaxure-lil.

11. Review af Policy

The company shall regulary review 1he policies ond rocedures on the prevention of
rmcnay loundering and temorist financing lo ansure s effectiveness.




