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NOTIFICATION
Mew Delhi, the 1st July, 2005

# GSR4EL-n exercise of the pawers confered by sub-section (1) read with
clause (h), dause (i), clause () and clause (k) of sub-section (2) of section 73 of
the Prevention of Money-laundering Act, 2002 (15 of 2003), the Central
Government in consultation with the Reserve Bank of India, hereby makes the
following rules for malntenance of records of the nature and value of transactions,
the procedure and manner of maintaining and time for fumishing of iﬂhmaﬁnn
and verification of records of the identity of the clients of the banking companies,
financial institutions and intermediarias, namely:-

12: 9 GUIZD05—5

Short title and commencement. - (1) These rules may be called the

(2)

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 identity of the Clients of the Banking
Companies, Financial Institutions and Intermediaries) Rules, 2003

They shall come into force on the date of their publication in the
Official Gazette.
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2.

3.

Definitlors. - (1) In these rules, unlees the context otherwise requires, -

(2]

(a)

{B)

(c)

(@)

()

(@)

(R}

"Act” means the Prevention of Money-laundering Act, 2002
(15 of 2003),

‘clienl” means a person thal engages in & financial
transacticn or aclivity with a banking company, or financial
inslitutien or intermediary and Includes a person on whose
behalf the person that engages in the transaction or activity,
is acting;

“Director” means the Director appointed under sub-section (1)
of section 49 of the Act for the purposes of sections 12 and
13 of the Act;

“officially valid document® means the passport, the driving
licence, the Parmanent Account Number (PAN) Card, the
Voters Identity Card issued by the Election Commission of
Indiz or any other document as may be required by the
banking company, or financial institution or intermediary,
"prescribed value® means the value of transaction prescrived
under these rules;

“Principal Officer” means an officer designated by a banking
company, financial institution and intermediary, as the case
may be;

"suspicious transaction® means a transaction whether or not
made in cash which, to 8 person acting in good faith -

(8}  gives rise o a reascnable ground of suspicion that it
may involve the proceeds of crime; or

(b]  appears to be made In circumstances of unusual or
unjustified complesxity; or

{cl appears to have no economic raticnale or bonafide
PUrpose;

‘transaction” includes deposit withdrawal, exchange or
transfer of funds in whatever currency, whether in cash or by
chique, payment order or other instruments ar by electronic or
otiver non-physical means.

All other words and expressions used and not defined in these rules

but defined in the Act shall have the meaning respectively assigned
1o them in the Act

Maintenance of records of transactions (nature and valug), —

Every banking company or financial institution or intermediary, as
the case may be, shall maintain a record of, -

(1)
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(D)

all suspicious transactions whether or not made In cash and
by way of -

(i

(i)

(i)

dm‘uandmu.mmlrﬂnnrﬁmm
8ccou’ts in whatsoever name they are refared to in
any cumency maintained by way of ;

(@) cheques including third party chagues, pay
orders, demand drafts, cashiars cheques or any
other instrument of payment of maney Including
electronic receipts or credits and electronic
payments or debits, or

(B} travellers chaques, or

(€}  transfer from one account within the sama
banking company, financial Instituion and
intarmediary, as the case may be, Including
from or to Nostro and Vostro accounts, or

(d) any other mode In whatsoever nama It |s
referred to; .

cradits or debits into or from 8ny non-monetary
actounts such as d-mat account, sacurity account in
any currency maintained by the banking company,
financial institution and intermediary, as the case may
be;

manay transfer or remittances in favour of own clients
or non-cllents from India or abroad and to thicd party
beneficiaries in India’ or abroad Including transactions
on fts own account In any currsncy by any of the
following -

' (a) payment orders, or

(b) cashiers cheques, or

(¢) demand drafts, or

(d) telegraphic or wire transfers or electronic
remittances or transfars, or

(8} Intemnet transfers, or
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(i  Automated Clearing House remittances, or

(g) lock box driven transfers or remittances, or

{h) remittances for credit or ioading to electronic
cards, ar

{}  any other mode of money transfer by whatsoever
name if is called;

(W) leans and advances Including credit or loan
Substitutes, investments and contingant liabllity by way
af:

(8) subscription 1w debt Instuments such a=
commercial paper, cerificate of deposils,
preferential shares, debentures, securitised
participation, Inter bank parficipation or any
otner Invesiments in securities or the like in
whatever form and name It Is refermed io, or

(b)  purchase and negotiation of bills, cheques and
other instruments, or

{e) foreign exchange confragts, currency, Interest
rate and commodity and any other derivative
instrument in whatsoever name it is called, or,

(d) letters of credit, standby letters of credit
guarantees. comfort letiers, solvency certificates
and any other instrument for settlement andlor
credit support;

(v}  collection services in any cumency by way of collection of
bills, cheques, instruments or any other mode of coflection in
whatsoever nama it is referrad to.

4. Records contalning Information = The records referred to in rule 3
shall contain tha following information:-

{a) the nature of the transactions:

(b}  the amount of the transaction and the currency In which it was
denominated;

(€}  the date on which the transaction was conducted: and

(d) the paries to the transaction

5 Procedure and manner of maintaining Information, — (1) Every banking
company, financial institution :and.inMermediary, as the case may be,
shall maintain information in respeet of transactions with its dlient
refarrad to in rule 3 in hard and soft copies in accordance with the
procedure and manner as may be specified by the Reserve Bank of
India or the Securities and Exchange Board of India, as the case may
be, from time to time. ;
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(2)  Every banking company, financial institution and imtermediary. shall
evolve an internal mechanism for maintaining such information in
such form and at such intervals as may ba spacified by the Reserve
Bank of India, or the Securities and Exchange Board of India, as the

casa may be, from time to time,

(3) I shall be the duty of every bankihg company, financial institution
and intermediary, as the casa may be, o observe the procedure and
the manner of maintaining Information as specified by the Resarve
Bank of India or the Securities and Exchange Board of India, as the
case may be, under sub-rule (1)

Retention of records - The records referred to In rule 3 shall be
maintained for a period of ten years from the date of cessation of the
fransactions between the client and tha panking company, financial
institution or intermediary, as the case may be.

Procedure and manner of furnishing information. - (1) Every banking
company, financial Institution and Intermediary, as the case may be,
shall communicate the name, designation and address of the
Principal Officer to the Director,

(2) ~ The Principal Officer shall furnish the information refered to in rule 3
to the Director on the basis of information available with the banking
company, financial Institution and intermediary, as the case may be.
A copy of such information shall be retained by the Principal Officer

for the purposes of official record. ;

(3) Ewvery banking company, financial institution and Intermediary may
avoive an intarmnal mechanism for fumishing information referred to In
rule 3 In such form and at such Inlamtsaamwbadimhythu
Reserve Bank of Indla o the Securities and Exchange Board of
Incia, as the case may be,

(4) It shall be the duty of &very banking company, financial institution
and intermediary to cbserve the procedure and the manner of
furnishing Infmnnﬂnnmhmmmn.ﬂlanmﬁﬂadhymn
Reserve Bank of India and the Securities and Exchange Board of
india under sub-rule (3), as the case may be.

Furnishing of information to the Director, - The Principal Cfficer of a

nking company, the financlal institution and Intermediary, as the case
may be, shall furnish the information In respect of transactions refemed to in
rule 3 every monith to the Director by the T“darntma:umﬂdfng month
other than transactions referred to in clauses (€} and {D) of sub-rule (1) of
rule 3.

Provided that information in respect of transactions referred to in
clauses (C) and (D) of sub-rule (1) of rule 3 shall be pramptly
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fumishad In writing or by way of fax or slectronic mail to the Director not
latar than three working days from the date of occurence of such
transactions.

9. Verification of the records of the Identity of clients. — (1) Every banking
company, financial institution and intermediary, as the case may be,
shall, at the time of cpening an account or executing any transachon
with it, verify and maintain the record of identity and current address

or addresses including permanent address or addresses of the cllent,
the nature of business of tha client and his financial status;

Provided that where it is not possible to verify tha [dentity of
the client at the time of opening an account or executing any
transaction, ihe banking company, financial Institution and
imarmadiary, as the case may be, shall verify the identity of the
client wathin a reasonable time after the account has been opened or
the transaction has bean executed.

(2}  Where the client is an individual, he shall for the purpose of sub-rule
(1) submit to the banking company or the financlal institution or tha
intermediary, as the case may be, one cerbfied copy of an officially
valid document contmining details of his permanent address or
addresses, cument address or addresses, and one copy of his
racent photograph and such other documents including in respect of
the nature of business and financial status of the client as may be
required by the banking company or the financial institution or the
intermediary, a5 the case may be,

(3) Where the client is a company, it hall for tha purposes of sub-rule
(1) submit o the banking company of financial Institution or
intermediary, as the case may be, threa cartified copies of the
following cocuments ;

n Certificate of incorporation;

(i)  Memorandum and Articles of Association;

(i)  a resolution from the Board of Directors and power of attorney
granted to its managers, officars or employees to transact on
its bahalf, and

(W)  anofficially vaid document in reapect of managers, officers or
employass holding an attornay to transact on its behalf,

(#) Whera the client |5 2 partnership firm, it shall for the purposes of
sub-rule (1) submit to the banking company, or the financial
institution, or the intermediary three certified copies of the following
QeCcUments:

()  registration certificate;
(i}  partnership deed; and
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(3} Where the client s a trust, It shall for the purposes of sub-ruia (1)

(6)

)

Mmlhﬂuhmhmmnny.wﬂumrhﬂtMnrh
intermediary three certified Coples of the following documents;

(i) registration certificate:

() trust deed: ang

(6)  an oMcially valid document in respect of the persan holding
an attomey to transact on its behalf

Where the client is an unincornporatad association or a body of

individuals, it shall submit to the banking company, or the financial
institution or the intermediary threa copies of the fellowing
documents:

()  resolution of the Managing body of such association or body
of individuals:

()  power of atiormey granted to him to transact on its behalf

{liy an officially valid decument in respect of the person holding
an atbnmymﬂrmuctmﬂshehaltw '

(W) such infermation a5 may be required by the banking company
or the financial institution or the ntermediary to collectively

Every banking company, financial institution and intermediary, as the
case may be, shall formulate and implement a client Identification
t

the true identity of its cliente A of the cient identification
mﬂgﬂ;rmw.

10.  Maintenance of the records of the Identity of clients. - (1) Every

{2

banking Gompany or financial institution or i . 88 the case
may be, shall maintain the records of the identity of its clients,

The records of the identity of clients shall be maintained in hard and

soft copies in a manner ag may be specified by the Resarve Bank of
India from time 1o time.
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{3 The records of the identity of clients shall be maintained for a period
of ten years from the date of cessation of the transactions between

the client and the banking company or financial institution or
Intermediary. as the casa may be.

14, Interpretation. -  If any question arises relating to the interpretation af
these rules, the matter shall be referred to the Central Government and the
decision of the Central Government shall be final,
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