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A. Introduction:

· Money laundering is the process by which criminals attempt to hide and disguise the true origin and ownership of the proceeds of their criminal activities.

· The term “Money Laundering” is also used in relation to the financing of terrorist activity (where the funds may, or may not, originate from crime).
It is a process of making dirty money clean. Money is moved around the financial system again and again in such manner that its origin gets hidden. Money generated from illegitimate source is converted into that derived from legitimate source.

Failure to understand and deal with money laundering can lead to significant

- Regulatory risk

- Reputation risk

- Litigation risk

- Operational risk

B. Objective of AML Policy: 

The objective of the AML guidelines is to prevent company from being used, intentionally or unintentionally, by criminal elements for money laundering activities.

C. Responsibility:

Following officers will be responsible for compliance with the requirements of Prevention of Money laundering Act (PMLA), 2002

Principal Officer: Mr. Chetan Mehta 

(Principal Officer would responsible for reporting to Financial Intelligence Unit) 

Designated officers:   Director

                              Branch Manager

                              Dealing Head  

                              Head Finance & Accounts




      Back Office Manager




      Administration & HR Manager




      Sub-Brokers/Remisier

Principal Officer and designated officers would responsible implementation of AML guidelines

D. Client Acceptance Policy:

D.1 The following customer acceptance policy indicates the criteria for acceptance of clients to be followed by the company. The head offices, branches, affiliated sub-brokers shall accept client strictly in accordance with the said policy.

No account shall be opened in anonymous or fictitious / benami name (s)

Parameters of risk perception shall be clearly defined in terms of the source of income, nature of business activity, location of client, mode of payment, volume of turnover , social and financial status etc to enable categorization of clients into low, medium and high risk client. Clients of special category to be classified even higher. Such clients require higher degree of due diligence and regular update of KYC profile.

No client account shall be opened where it is unable to apply appropriate clients due diligence measures.

Necessary checks and balances to be put into place before opening an account so as to ensure that identity of the client does not match with any person having known criminal background or is not banned in any other manner, whether in terms of criminal or civil proceedings by any enforcement agency worldwide

Circumstances under which the client is permitted to act on behalf of another person / entity should be clearly laid down.

D.2 Risk Based Approach:

Client due diligence measures to be applied on a risk sensitive basis

Enhanced client due diligence process for higher risk categories of clients

Simplified CDD process may be adopted for lower risk categories of clients

D.3 Clients of special category (CSC)

Following clients require higher degree of due diligence and regular update of KYC profile.

Non resident clients

High Net-worth clients

Trust, Charities, NGOs and organizations receiving donations

Companies having close family shareholding or beneficial ownership

Political exposed persons (PEP)

Current / former head of state, current or former senior high profile politicians and connected persons

Companies offering foreign exchange offerings

Clients in high risk locations (countries active in narcotics production, countries where corruption is highly prevalent, countries reputed to be sponsors of international terrorism, offshore financial centers, tax havens)

Non face to face clients

Clients with dubious reputation as per public information available

E.1 Suspicious transactions 

Suspicious Transaction means a transaction whether or not made in cash which, to a person acting in good faith:-

a. Gives rise to reasonable ground of suspicion that it may involve the proceeds of crime, or

b. Appears to be made in circumstances of unusual or unjustified complexity, or

c. Appears to have no economic rationale or bonafide purposes.

E.2 Symptoms of suspicious transactions

(This is not exhaustive list and company officials are expected not to restrict due diligence procedures only to this list) 

- Frequent cases of cheque bounce and client requesting to accept cash / DD

- Trading of the client disproportionate to income declared

- Frequent off market transfers in demat account

- Clients involving frequent code changes

- Clients requesting to adjust balances in other non-spouse accounts

E.3 Company’s responsibility in respect of suspicious transactions:

Monitoring of transactions and generation of alerts for identification of suspicious transactions

Analysis of such alerts

Use of complete KYC information including details of occupation and financial status at the time of analyzing alerts

Reporting of appropriate cases to FIU- IND

F. Record Keeping:

Following records to be maintained:

Records as prescribed in SEBI regulations, 1992 and rules & bye-laws of the exchanges

Register in respect of alerts

Records sufficient to permit reconstruction of individual transactions so as to provide, if necessary, evidence for prosecution of criminal behaviour

In case of suspected activity, satisfactory audit trail i.e

a. the beneficial owner of the account

b. the volume of funds flowing through the account

c. original of funds

d. the form in which the funds were offered or withdrawn

e. the identity of the person undertaking the transaction

f. the destination of the funds

g. the form of instruction and authority

G. Reporting to Director, Financial Intelligence Unit-India

Information in respect of following should be reported to Director, FIU-IND.

I. Cash Transaction Report (CTR)

· All cash transactions of the value of more than Rs. 10 lacs or its equivalent in foreign currency

· All series of cash transactions integrally connected to each other which have been valued below Rs. 10 lacs or its equivalent in foreign currency where such series of transactions take place within one calendar month & aggregate value of such transactions exceeds rupees ten lakh

II. Suspicious Transaction Report (STR)

· All suspicious transactions whether or not made in cash and including, inter-alia, credits or debits into from any non monetary account such as d-mat  account, security account maintained by the registered intermediary.

· For the purpose of suspicious transactions reporting, apart from ‘transactions integrally connected’,’transactions remotely connected or related should also be considered.

Information to be maintained in respect of Cash Transactions & Suspicious Transactions:

i. The nature of transaction

ii. The amount of transaction and the currency in which it was denominated

iii. The date on which the transaction was conducted, and

iv. The parties to the transaction

The principal officer should record his reasons for treating any transaction or series of transaction as suspicious

All officers and employees are prohibited from disclosing the fact that a STR or related information is being provided to the FIU-IND. 

H.  Policy for Dormant Account:

Scope:

To define procedures to ensure that no unauthorized trades are done in any dormant client account

Background & Definition:

At Dalal & Broacha Stock Broking Pvt. Ltd., above 90% clients trades are delivery based backed by receipt of shares/ money from respective client, it itself indicates genuineness of the trade.

Considering the restrictive practices followed by the company against speculative trading, clients would only do delivery based trades.  In such scenario, frequency of trades may not be frequent in case of certain clients.

Client Account would be treated as dormant if there is no transaction (trade) in the account for one year from the last trade.

Checks & Balances:

Whenever there is request for trade in dormant account, the dealer will cross verify the identity over the telephone asking for details of reference or confirming address/ telephone number or any other identification details.

At the end of the day, the dealer will independently call on direct or mobile number of the client and give details of the trade to ensure that order was placed by the respective client only.

Back office staff will ensure that delivery of the trade is coming from respective client.

Accounts staff will ensure that cheque for shares purchased is coming from respective client.

Letter from client along with proof of identity would be requested in case there is suspicion.

Enhanced Due Diligence Process for High Risk Clients:-

Every account opening form is verified and duly signed by our director Mr. Nailesh Dalal to ensure that only genuine investors are registered.  100% of account opening forms irrespective of risk (high, low, CSC category) are verified and authorized by Mr. Nailesh Dalal.

Trading volumes of the client are verified personally by directors on a daily basis through report generated by back office software.  Financial details are called for in case business volumes are on higher side as compared to income details provided.

