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Guidelines on “Know Your Costomer”™ norms

DBOD AMIL BC 18/14 01.001/2002-03
Ta,

The Chief Executives of

All Commercial banks.

Angust 16, 2002

Dear 3ir,

Guidelines on “Enow Yowr Customer™ norms
As part of “Enow Your Costomer” (KYC) principle, RBI has issued
several guidelines relating to identification of depositors and advised the
banks to put in place systems and procedures fo help control financial
frauds, identify money laundering and suspicions activities, and for
also been issued by the RBI from time to time advising banks to be
vigilant while opeming accounts for new costomers to prevent misuse of
the hanking system for perpetration of frauds. A gist of the past circulars
issued on the subjects under reference are listed in the Annexure. Taking
into account recent developments, both domestic and infernational, it
has been decided to reiterate and consolidate the extant instrictions on
KYC noms and cash transactions. The following suidelines reinforce
our earlier instactions on the subject with a view to safeguarding banks
from being unwittingly nsed for the transfer or deposit of fonds derved
from criminal activity (both in respect of deposit and borrowal accounts),
or for financing of terrosism. The snidelines are slso applicable to
foreion currency accounts/transactions.
2. "Enow Your Customer” (KYC) guidelines for New accounts
The following KYC guidelines will be spplicable to all new accouats
with Immediate effect.
2.1 K¥C Policy
(1) “Enow Your Customer” (KYC) procedure should be the key principle
for identification of an individual/corposate opening an account: The
reference fiom an existing account holdera person known to the bank or
(it) The Board of Directors of the banks shoold have in place adequate
policies that establish procedures to verify the bonafide identification of
m place policies that establish processes and procedures o monitor
transactions of iC1 nature m accounts and have systems of
conducting due dilizence and reporfing of such transactions.
2.2 Customer identification
(i} The objectives of the EYC framework should be two fold, (1)
to ensure appropriate customer identification and (i) fo monitor
transactions of a suspicious nafure. Banks should obtain all information

necessary to establish the identify/legal existence of each new customer,
hased preferably on disclosures by customers themsebves. Typically
easy means of establishing identity would be documents soch as
passport, driving lcense etc. However where such documents are not
avalable; verification by existing account holders or infroduction by a
person known to the bank may suffice. It should be ensued fhat the
procedure adopted does not lead to dendal of access to the general public
for banking services. (1) In this connection, we also invite a reference
to 2 Report on Anti Money Laundering Guudelines for Banks in India
prepared by a Working Group, set up by IBA, for your gudance. It may
be seen that the IBA Wodking Group has made several recommendations
for strengthemng KYC norms with anti money laundering focus and has
also suggested formats for costomer profile, account opening proceduces,
establishing relationship with specific categonies of costomers, as well
as an illnstrative list of suspicions activities.

3. “Know Your Customer” procedures for existing customers

Banks are expected to have adopted doe diligence and appropriate KYC
norms at the time of opening of accounts in respect of existing customers
in terms of our extant instruchions referred to in the Annesxare. However,
in case of any omission, the reguisite KYC procedures for customer
wdentification should be got completed at the earlisst.

4. Ceiling and monitoring of cash transactions

The extant RBI guidelines on the subject are as under :

(i) Banks are required to issue travellers cheques, demand drafts, mail
transfers, and telegraphic transfers for Rs 50,000 and above onty by debit
to customers” accounts o against cheques and not against cash (Cireular
DEODEBFPEC.114/C 469 (81)-91 dated Apml 19, 1901} Further, the
applicants (whether customers or not) for the sbove transactions for
amount exceeding Rs 10000 should affix permanent (Income tax)
account nember on the applications (Cireular DBODEP BC.9/C469-
76 dated August 12, 1976). Since KYC 15 now expected to establish the
wdentity of the customer and as the issue of

demand draft etc. for Rs. 50,000 and above is by debit to account,
the requirement for fornishing PAN stands increased umiformiy to
Rs.50,000¢-.

(i) The banks are required to keep a close watch of cash withdrawals and
deposits for Rs.10 lakhs and sbove in deposit, cash credit or overdraft
accounts and keep record of details of these large cash transactions in a
separate mgister. {Circolar DBOD.BP.BC.57/21.01 001795 dated May 4,1995).

(iii) Branches of banks are required to report all cash deposits and
withdrawals of Es.10 lakhs and above as well as transactions of
controlling  offices. Besides, controlling offices are also required to
apprise their Head offices regarding transactions of suspicious nature.
(Circolar DBOD EF BC 101 /21.01.001/95 dated September 20, 1995).
Early computerization of branch reposting will facilitate promopt
generation of such reports.




