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Policies and Procedures to Combat Money Laundering and Terrorist financing:  

 

Essential Principles: 
 
 

These Directives have taken into account the requirements of the PMLA as applicable to the 
intermediaries registered under Section 12 of the SEBI Act. The detailed Directives in Section 
II have outlined relevant measures and procedures to guide the registered intermediaries in 
preventing ML and TF. Some of these suggested measures and procedures may not be 
applicable in every circumstance. Each intermediary shall consider carefully the specific 
nature of its business, organizational structure, type of client and transaction, etc. to satisfy 
itself that the measures taken by it are adequate and appropriate and follow the spirit of the 
suggested measures in Section II and the requirements as laid down in the PMLA. 

 

Obligation to establish policies and procedures: 
 

Global measures taken to combat drug trafficking, terrorism and other organized and 
serious crimes have all emphasized the need for financial institutions, including securities 
market intermediaries, to establish internal procedures that effectively serve to prevent and 
impede money laundering and terrorist financing. The PMLA is in line with these measures 
and mandates that all intermediaries ensure the fulfillment of the aforementioned 
obligations. 

 
To be in compliance with these obligations, the senior management of a registered 

intermediary shall be fully committed to establishing appropriate policies and procedures 
for the prevention of ML and TF and ensuring their effectiveness and compliance with all 
relevant legal and regulatory requirements. The Registered Intermediaries shall: 

 
a) Issue a statement of policies and procedures, on a group basis where applicable, for 
dealing with ML and TF reflecting the current statutory and regulatory requirements 

b) Ensure that the content of these Directives are understood by all staff members 
 
c) Regularly review the policies and procedures on the prevention of ML and TF to ensure 
their effectiveness. Further, in order to ensure the effectiveness of policies and procedures, 
the person doing such a review shall be different from the one who has framed such 
policies and procedures 

d) Adopt client acceptance policies and procedures which are sensitive to the risk of ML and 
TF 

e) Undertake client due diligence (“CDD”) measures to an extent that is sensitive to the 
risk of ML and TF depending on the type of client, business relationship or transaction 

f) Have in system a place for identifying, monitoring and reporting suspected ML or 



 
 

 

TF transactions to the law enforcement authorities; and 

g) Develop staff members’ awareness and vigilance to guard against ML and TF 

Policies and procedures to combat ML shall cover: 
 
a) Communication of group policies relating to prevention of ML and TF to all management 
and relevant staff that handle account information, securities transactions, money and 
client records etc. whether in branches, departments or subsidiaries; 

b) Client acceptance policy and client due diligence measures, including requirements 
for proper identification; 

c) Maintenance of records; 

d) Compliance with relevant statutory and regulatory requirements; 

e) Co-operation with the relevant law enforcement authorities, including the timely 
disclosure of information; and 

f) Role of internal audit or compliance function to ensure compliance with the policies, 
procedures, and controls relating to the prevention of ML and TF, including the testing of 
the system for detecting suspected money laundering transactions, evaluating and checking 
the adequacy of exception reports generated on large and/or irregular transactions, the 
quality of reporting of suspicious transactions and the level of awareness of front-line staff, 
of their responsibilities in this regard. The internal audit function shall be independent, 
adequately resourced and commensurate with the size of the business and operations, 
organization structure, number of clients and other such factors. 
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