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INTRODUCTION: 

1.1 Bank has in place a policy on KNOW YOUR CUSTOMER (KYC) norms and ANTI MONEY 
LAUNDERING (AML) measures earlier approved by the Board in their meeting dated 05th 
November 2022 The policy was based on the then prevailing guidelines and directives issued 
by RBI time to time. 1.2 The KYC guidelines have regularly been revisited by RBI in the context 
of the recommendations made by the FATF and PMLA on AML standards and on CFT. These 

guidelines advise Banks to follow certain Customer ldentification Procedure for opening of 
accounts and monitoring transactions of a suspicious nature for the purpose of reporting it to 

appropriate authority. 

1.3 RBI vide its Master Circulars and directions on "Know Your Customer (KYC) norms / Anti 
Money Laundering(AML) Standards / Combating of Financing of Terrorism (CFT)/Obligation 
of Banks under PMLA, 2002", advised banks to put in place a policy on�know Your Customer" 
and "Anti-Money Laundering measures" including the above referred recommendations with 

approval of the Board. 

1.4 RBI has issued guidelines under Section 35A of the Banking Regulation Act, 1949 and Rule 
7 of Prevention of Money-Laundering (Maintenance of Records of the Nature and Value of 
Transactions, the Procedure and Manner of Maintaining and Time for Furnishing Information 
and Verification and Maintenance of Records of the ldentity of the Clients of the Banking 
Companies, Financial Institutions and Intermediaries) Rules, 2005 and any contravention 
thereof or non-compliance may 

1.5 This policy has been compiled taking into account the guidelines enumerated in 
RBI/DBR/2015-16/18 Master Direction DBR.AML.BC. No. 81/14.01.001/2015- 16 February 
25, 2016 (Updated as on January 04, 2024) as amended from time to time by the GOl and 

other laws(amendment) Ordinance, 2019 as notified by the GOl, Banks are required to follow 
certain customer identification procedures while undertaking either by establishing an 
account-based relationship or otherwise and monitor their transactions. Banks shall take 
steps to implement the provisions of the aforementioned act, Rules and Ordinance, including 
operational instructions issued in pursuance of such amendment(s). 

2. OBJECTIVES OF THE POLICY: 

2.1 To lay down policy framework for abiding by the Know Your Customer Norms and Anti 
Money Laundering Measure as set out by RBI, based on the Policy on KYC Norms and AML 
Measures recommendations of the FATE, provisions under PMLA and the paper issued on 
Customer Due Diligence (CDD) for banks issued by the Basel Committee on Banking 
Supervision. 

2.2 To prevent the Bank from being used, intentionally or unintentionally, by Criminal 
elements for money laundering or financing terrorist activities. 

2.3 To enable the Bank to know /its customers and their financial dealings better-which in 
GO-O 

turn would help it to manage its risks prudently. 



2.4 To put in place appropriate controls for detection and reporting of suspicious activities in 

accordance with applicable laws / laid down procedures and regulatory guidelines. 

2.5 To take necessary steps to ensure that the dealing staff is adequately trained in KYC/AML 

procedures. 

3) SCOPE OF THE POLICY: 

3.1 This policy is applicable to all branches / business segments of the Bank/, and is to be 

read in conjunction with related operational guidelines issued from time to time. 

3.2 The contents of the policy shall always be read in tandem/auto-corrected With the 

changes/modifications which may be advised by RBl and/ or by (PMLA and its amendments)/ 

or by any regulators and/or by Bank from time to time. 

4) DEFINITIONS AND EXPLAINATIONS OF VARIOUS TERMS: 

4.1. "Aadhaar number", as defined in the Aadhaar no shall have the meaning assigned to it 

in clause (a) of section 2 of the Aadhaar (Targeted Delivery of Financial and Other Subsidies, 

Benefits and Services) Act, 2016 (18 of 2016), 

I1) "Authentication", in the context of Aadhaar authentication, means the process as defined 

under sub-section (c) of section of the Aadhaar (Targeted Delivery of Financial and Other 

Subsidies, Benefits and Services) Act, 2016. 

4.2 Beneficial Owner (BO) i) Where the customer is a company, the beneficial owner is the 

natural person(s), who, whether acting alone or together, or through one or more juridical 

persons, has/have a controlling ownership interest or who exercise control through other 

means. Explanation- For the purpose of this sub-clause- 1. "Controlling ownership interest" 

means ownership of/entitlement to more than 25 per cent of the shares or capital or profits 

of the company. 

2. "Control" shall include the right to appoint majority of the directors or to control the 

management or policy decisions including by virtue of their shareholding or management 

rights or shareholders agreements or voting agreements. 

ii) Where the customer is a partnership firm, the beneficial owner is the natural person(s), 

who, whether acting alone or together, or through one or more juridical person, has/have 

ownership of/entitlement to more than 15 per cent of capital or profits of the partnership. 

ii) Where the customer is an unincorporated association or body of individuals, the 

beneficial owner is the natural person(s), who, whether acting alone or together, or through 

one or more juridical person, has/have ownership of/entitlement to more than 15 per cent 

of the property or capital or profits of the unincorporated association or body of individuals. 

Explanation: Term �body of individuals" includes societies. Where no natural person is 

jdentified under (a), (b) or (c) above, the beneficial owner is the relevant natural person who 

holds the position of senior managing official. iv) where the customer is a trust, the 



identification of beneficial owner(s) shall include identification of the author of the trust, the 

trustee, the beneficiaries with 10% or more interest in the trust and any other natural person 

exercising ultimate effective control over the trust through a chain of control or ownership. 

4.3 "Certified Copy"- Obtaining a certified copy by the Bank shall mean comparing the copy 

of the proof of possession of Aadhaar number where offline verification cannot be carried out 

or officially valid document so produced by the customer with the original and recording the 

same on the copy by the authorised officer of the bank as per the provisions contained in the 

Act. 

4.4 "Central KYC Records Registry" (CKYCR) means an entity defined under Rule 2(1)(aa) of 

the Rules, to receive, store, safeguard and retrieve the KYC records in digital form of a 

Customer. 

4.5 "Designated Director" means a person designated by the bank to ensure overall 

compliance with the obligations imposed under chapter IV of the PML Act and the Rules and 

shall include: 

a. the Managing Director (in our bank CEO) or a whole-time Director, duly authorized by the 
Board of Directors of the bank, b. the Managing Partner, if the it is a partnership firm, c. the 
Proprietor, if the it is a proprietorship concern, d. the Managing Trustee, if it is a trust, e. a 
person or individual, as the case may be, who controls and manages the affairs of the bank, if 

it is an unincorporated association or a body of individuals, and f. a person who holds the 
position of senior management or equivalent designated as a 'Designated Director" in respect 
of Co-Operative Banks. 4.6 "Digital KYC" means the capturing live photo of the customer and 
officially valid document or the proof of possession of Aadhaar, where offline verification 
cannot be carried out, along with the latitude and longitude of the location where such live 
photo is being taken by an authorised officer of the bank as per the provisions contained in 

the Act. 

4.7 "Digital Signature" shall have the same meaning as assigned to it in clause (p) of 
subsection (1) of section (2) of the Information Technology Act, 2000 (21 of 2000). 

4.8 "Equivalent e-document" means an electronic equivalent of a document, issued by the 
issuing authority of such document with its valid digital signature including documents issued 
to the digital locker account of the customer as per rule 9 of the Information Technology 
(Preservation and Retention of Information by Intermediaries Providing Digital Locker 

Facilities) Rules, 2016. 

4.9 "Know Your Client (KYC) ldentifier" means the unique number or code assigned to a 

customer by the Central KYC Records Registry. 

4.10 "Non-profit organisations" (NPO) means any entity or organisation that is registered as 
a trust or a society under the Societies Registration Act, 1860 or any similar State legislation 

or a company registered under Section 8 of the Companies Act, 2013. 
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4.11 Officially Valid Document" (0VD) means the passport, the driving licence, Proof of 

possession of Aadhaar number, the Voter's ldentity Card issued by the Election Commission 

of India, job card issued by NREGA duly signed by an officer of the State Government and 

letter issued by the National Population Register containing details of name and address. 

Provided that, 

a. where the customer submits his proof of possession of Aadhaar number as an OVD, he may 
submit it in such form as are issued by the Unique ldentification Authority of India. 

b. where the OVD furnished by the customer does not have updated address, the following 

documents or the equivalent e-documents thereof shall be deemed to be OVDs for the limited 
purpose of proof of address:- i. utility bill which is not more than two months old of any 

service provider (electricity, telephone, post-paid mobile phone, piped gas, water bil); ii. 
Property or Municipal tax receipt; ii. Pension or family pension payment orders (PPOs) issued 
to retired employees by Government Departments or Public Sector Undertakings, if they 
contain the address; iv. letter of allotment of accommodation from employer issued by State 
Government or Central Government Departments, statutory or regulatory bodies, public 
sector undertakings, scheduled commercial banks, financial institutions and listed companies 
and leave and licence agreements with such employers allotting oficial accommodation; 

c. the customer shall submit OVD with current address within a period of three months of 

submitting the documents specified at �b" above. 

d. Recent colour photo of individual. 

e. Pan Card not as a proof for identification but for TDS purpose. 

4.12 Offline verification" shall have the same meaning as assigned to it in clause (pa) of 
section 2 of the Aadhaar (Targeted Delivery of Financial and Other Subsidies, Benefits and 

Services) Act, 2016 (18 of 2016). 

4.13 "Person" has the same meaning assigned in the Act and includes: 

a. an individual, 

b. a Hindu undivided family, 

C. a company, 

d. a firm, 

e. an association of persons or a body of individuals, whether incorporated or not, 

f. every artificial juridical person, not faling within any one of the above persons (a to e), and 
g. any agency, office or branch owned or controlled by any of the above persons (a to f). 

4.14"Principal Officer" means an officer nominated by the bank, responsible for furnishing 
information as per rule 8 of the Rules. 

4.15 "Suspicious transaction" means a "transaction" as defined below,including an 
attempted transaction, whether or not made in cash, which, to a person acnghgood faith,: 
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a. gives rise to a reasonable ground of suspicion that it may involve proceeds of an offence 

specified in the Schedule to the Act, regardless of the value involved; or 

b. appears to be made in circumstances of unusual or unjustified complexity; or 

c. appears to not have economic rationale or bona-fide purpose; or 

d. gives rise to a reasonable ground of suspicion that may involve financing of the activities 

relating to terrorism. 

4.16 "Transaction" means a purchase, sale, loan, pledge, gift, transfer, delivery or the 

arrangement thereof and includes: 

a. opening of an account; 

b. deposit, withdrawal, exchange or transfer of funds in whatever currency, whether in cash 
or by cheque, payment order or other instruments or by electronic or other non-physical 

means; 

c. the use of a safety deposit box or any other form of safe deposit; 

d. entering into any fiduciary relationship; 

e. any payment made or received, in whole or in part, for any contractual or other legal 
obligation; or 

f. establishing or creating a legal person or legal arrangement. 

Non voucher generating transactions: 

4.17 "Common Reporting Standards" (CRS) means reporting standards set for 
implementation of multilateral agreement signed to automatically exchange information 
based on Article 6 of the Convention on Mutual Administrative Assistance in Tax Matters. 

4.18 "Customer" means a person who is engaged in a financial transaction or activity with a 
bank and includes a person on whose behalf the person who is engaged in the transaction or 
activity, is acting. 

4.19 "Walk-in Customer" means a person who does not have an account based relationship 
with the bank, but undertakes transactions with the bank. 

4.20 "Customer Due Diligence (CDD" means identifying and verifying the customer and the 
beneficial owner 

4.21 "Customer identification" means undertaking the process of CDD. 

4.22 "KYC Templates" means templates prepared to facilitate collating and reporting the KYC 
data to the CKYCR, for individuals and legal entities. 

4.23 "Non-face-to-face customers" mean customers who open accounts without visiting the 
branch/offices of the bank or meeting the officials of bank 
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4.24 "On-going Due Diligence" means regular monitoring of transactions in accounts to 

ensure that they are consistent with the customers" profile and source of funds. Particularly 

high risk customers accounts. 

4.25 "Periodic Updation" means steps taken to ensure that documents, data or information 

collected under the CDD process is kept up-to-date and relevant by undertaking reviews of 

existing records at periodicity prescribed by the Reserve Bank. 

4.26 "Politically Exposed Persons" (PEPS) are individuals who are or have been entrusted 

with prominent public functions in a foreign country, e.g., Heads of States/Governments, 

senior politicians, senior government/judicial/military officers, senior executives of state 

owned corporations, important political party officials, etc. 

4.27 "Shell bank" means a bank that has no physical presence in the country in which it is 
incorporated and licensed, and which is unaffiliated with a regulated financial group that is 

subject to effective consolidated supervision. 

4.28 "Wire transfer" means a transaction carried out, directly or through a chain of transfers, 
on behalf of an originator person (both natural and legal) through a bank by electronic means 
with a view to making an amount of money available to a beneficiary person at a bank. 

4.29 "Domestic and cross-border wire transfer": When the originator bank and the 
beneficiary bank is the same person or different person located in the same country, such a 
transaction is a domestic wire transfer, and if the ,originator bank" or �beneficiary bank" is 
located in different countries such a transaction is crossborder wire transfer. 

5. KYC POLICY GUIDELINES: 

5.1 There are four key elements to the KYC guidelines as set out by RBI 1. Customer 
Acceptance Policy; 2. Risk Management 3. Customer ldentification Procedures (CIP), and 4. 

Monitoring of Transactions; 

5.2 Money Laundering and Terrorist Financing Risk Assessment by Banks: (a) Bank has a 
dedicated FinAML software which through the alerts on various rules set by bank, these alertS 

has been attended by branches on daily basis, the concerned branches has shall carryout 
"Money Laundering (ML) and Terrorist Financing (TF) Risk Assessment exercise periodically 
i.e. quarterly, to identify, assess and take effective measures to mitigate its money laundering 

and terrorist financing risk for clients, countries or geographic areas, products, services 
transactions or delivery channels, etc. The assessment process should consider all the 
relevant risk factors before determining the level of overall risk and the appropriate level and 
type of mitigation to be applied. While preparing the internal risk assessment, Bank shall take 

cognizance of the overall sector-specific vulnerabilities, if any, that the regulator/supervisor 
may share with banks from time to time. (b) The Risk assessment of bank shall be properly 
documented and be proportionate to the nature, size, geographical presence, complexity of 
activities/structure, etc. of the bank. Further the periodicity of risk assessment exercise shall 
be determined by the Board of the bank, in alignment with the outcome of the risk 
assessment exercise. However, it should be reviewed at least annually. (c)The outcome of the 
exercise shall be put up to the Board. (d) Bank shall apply a Risk Based Approach RaA) for 
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mitigation and management of the identified risk and should have Board approved policies, 

controls, and procedures in this regard, further, Bank shall monitor the implementation of the 

controls and enhance them if necessary. 

5.3 Designated Director: 

(a) A "Designated Director" means a person designated by the bank to ensure overal| 

compliance with the obligations imposed under Chapter IV of the PML Act and the Rules and 

shall be nominated by the Board. 

(b) The name, designation and address of the Designated Director shall be communicated to 

the FIU-IND. (c) Further, the name, designation, address and contact details of the Designated 

Director shall also be communicated to the RBI. 

(d) In no case, the Principal Officer shall be nominated as the 'Designated Director'. 

5.4. Principal Officer: 

(a) The Principal Officer shall be responsible for ensuring compliance, monitoring 

transactions, and sharing and reporting information as required under the law/regulations. 

(b) The name, designation and address of the Principal Officer shall be communicated to the 

FIU-IND. O Further, the name, designation, address and contact details of the Principal Officer 

shall also be communicated to the RBI. 

5.5 Compliance Officer: 

Appointment: 

Sr. Officer of the Bank who has relevant experience for working in all department, will 

be appointed as Compliance Officer of Pratap Bank. 

Compliance Officer's appointment will be approved by the Board of Directors. 
Compliance Officer will report to the CEO but will have the right to report directly to 

the Board of Directors or ACB or the Committee of the Board appointed for the 

purpose. 

Responsibilities: 

Overall Supervision: Compliance Officer will oversee the entire compliance function 

of the bank, ensuring that the bank complies with all applicable laws, rules, 

regulations, and internal policies. 

Risk Management: Compliance Officer will playa pivotal role in identifying, assessing, 

and mitigating compliance risks, including legal, regulatory, and reputational risks. 

Policy Development: Compliance Officer will lead the development and 

implementation of the bank's compliance policy, ensuring it is aligned_ with RBI 

guidelines and other regulatory requirements. 



Training and Education: Compliance Officer will be responsible for ensuring that all 

employees are adequately trained on KYC and AML compliance procedures. 

Monitoring and Reporting: Compliance Officer will establish a robust monitoring 

system to track compliance performance and report regularly to the Board and other 

relevant authorities. 

Communication and Coordination: Compliance Officer will act as the primary contact 

point for all regulatory bodies, including RBI, and will ensure effective communication 

and coordination with other departments. 

Independent Review: Compliance Officer will ensure that the compliance function is 

subject to indeperndent review and will oversee regular assessments by the Internal 

Audit and external auditors. 

5.6 Compliance of KYC policy: 

(a) Banks shall ensure compliance with KYC Policy through: 

(i) Specifying as to who constitute�Senior Management for the purpose of KYC compliance. 

(iü) Allocation of responsibility for effective implementation of policies and procedures. 

(ii) Independent evaluation of the compliance functions of banks" policies and procedures, 

including legal and regulatory requirements. 

(iv) Concurrent/Internal inspection system to verify the compliance with KYC/AML policies 

and procedures. 

(v) Submission of quarterly audit notes and compliance to the Audit Committee. 

(b) Banks shall ensure that decision-making functions of determining compliance with KYC 

norms are not outsourced. 

6. Customer Acceptance Policy (CAP) 

6.1 Without prejudice to the generality of the aspect that Customer Acceptance Policy may 
contain:(a) No account is opened in anonymous or fictitious/ benami name. 

(b) No acCcount is opened where the bank is unable to apply appropriate CDD measures, either 

due to non-cooperation of the customer or non-reliability of the documents/information 

furnished by the customer. 

(c) No transaction or account-based relationship is undertaken without following the CDD 
procedure. (d) The mandatory information to be sought for KYC purpose while opening an 

account and during the periodic updation is specified. 

(e)Additional information, where such information requirement has not been specified in the 
internal KYC Policy of the bank, is obtained with the explicit consent of the customer. 

GO-0 
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(f) Banks shall apply the CDD procedure at the UCIC level. Thus, if an existing KYC compliant 

customer of a bank desires to open another account with the same bank, there shall be no 

need for a fresh CDD exercise. 

(g) CDD Procedure is followed for all the joint account holders, while opening a joint account. 

(h) Circumstances in which, a customer is permitted to act on behalf of another person/entity, 

is clearly spelt out. 

(0) Suitable system is put in place to ensure that the identity of the customer does not match 

with any person or entity, whose name appears in the sanctions lists circulated by Reserve 

Bank of India. (i)Where Permanent Account Number (PAN) is obtained, the same shall be 

verified from the verification facility of the issuing authority. (k)Where an equivalent e 
the document obtained from the customer, Bank shall verify the digital signature as per 

provisions of the Information Technology Act 2000 (21 of 2000). ()Where Goods and Service 

Tax (GST) details are available, the GST number shall be verified from the search /verification 

facility of the issuing authority. 

6.2 a. Customer Acceptance Policy shall not result in denial of banking/financial facility to 

members of the general public, especially those, who are financially or socially disadvantaged. 

b. Where bank forms a suspicion of money laundering or terrorist financing, and it reasonably 

believes that performing the CDD process will tip-off the customer, it shall not pursue the 

CDD prOcess, and instead file an STR with FIUIND. 

7 Risk Management: 

7.1.For Risk Management, banks shall have a risk based approach which includes the 

following. 

(a) Customers shall be categorised as low, medium and high risk category, based on the 

assessment and risk perception of the bank. 

(b) Risk categorisation shall be undertaken based on parameters such as customer's identity, 

social/financial status, nature of business activity, and information about the customer's 

business and their location, geographical risk cOvering customers as well as transactions, type 

of products/services offered, delivery channel used for delivery of products/ services. Types 

of transactions undertaken-cash, cheque/monetary instruments, wire transfers, forex 

transactions, etc. While considering customer"'s identity, the ability to confirm identity 

documents through online or other services offered by issuing authorities may also be 

factored in. (C)The risk categorisation of a customer and the specific reasons for such 

categorisation shall be kept confidential and shall not be revealed to the customer to avoid 

tipping off the customer. Provided that various other information collected from different 

categories of customers relating to the perceived risk, is non-intrusive and the same is 

specified in the KYC policy. 

Risk Profiles of Customers 

A savings as well as current accounts should be treated as 
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