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KYC & PMLA Policy

In compliance with the Master Directions issued by the RBI regarding 'Know Your

Customer' guidelines & 'Anti-Money Laundering Standards' to be followed by all NBFCs,
the following KYC & PMLA policy of the company has been adopted by the Board of

Directors of the company.

"Know Your Customer" (KYC) & Prevention of Money Laundering Act (PMLA) Policy

1) Objectives:

1.

ii.

to put in place systems and procedures to help control financial frauds, identify
money laundering and suspicious activities and safeguarding the company from
being unwittingly used for transfer or deposit of funds derived from criminal
activity or for financing of terrorism;

to put in place systems and procedures for customer identification and verifying

his/ her identity and residential address; and

iii. to monitor transactions of suspicious nature.

() Definition of Customer:

For the purpose of this KYC &PMLA policy, a Customer is:

i.

ii.

a person or entity that maintains an account and/ or has a business relationship
with the company in respect of lending and investments and this includes
individuals, proprietary concerns, companies, partnership firms, Limited
Liability Partnerships;

beneficial owner(s) of the above said entities;

(ll) Procedure for Customer Identification & Acceptance & other matters:

i.

1i.

iii.

The customer of the company can be broadly classified into the categories, as

referred to in Para II (i)above.

Customer identification means identifying the customer and verifying his/ her
identity by using reliable and independent source of documents, data or
information to ensure that the customer is non-fictitious person.

The company shall ensure that its customer is not a fictitious person by verifying
the identity of the customer through documentation and shall also carry out
necessary checks, so as to ensure that the identity of the customer on the basis of the
documents obtained does not match with any person with known criminal
background or with banned entities, such as individual terrorists or terrorist
organizations. The company shall periodically monitor its customer base with the
RBI circulars and information providing such lists of terrorists or terrorist

organizations.
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1v.

V1.

vil.

viii.

The company may collect such documents and other information in respect of
different categories of its customers depending on perceived risk and keeping in
mind the requirements of Prevention of Money Laundering Act, 2002 and
guidelines issued by the RBI from time to time. Besides risk perception, the
nature of information / documents required would also depend on the type of the
customer (individual, corporate etc.)

The company may prepare a profile for each new customer based on risk
categorization. The customer profile may contain information relating to
customer's identity, profile, social / financial status and nature and location of
its business activity. The company shall allot a Unique Customer
Identification code (UCIC) for each borrower/customer.

There are certain indicative guidelines issued by RBI from time to time for
customer identification requirements with regard to matters, such as’ Trusts/
Nominees or Fiduciary Accounts, Accounts of companies & firms, Client
Accounts opened by professional intermediaries, Accounts of Politically
Exposed Persons resident outside India and Accounts of non face-to-face

customers and these guidelines may also be adhered to, to the extent applicable.

Politically exposed persons are individuals, who are or have been entrusted with
prominent public functions in a foreign country e.g. heads of states or of
governments, senior politicians, senior government / judicial/ military officers,
senior executives of state owned corporations, important political party officials
etc. Decision to deal with such persons as a customer shall be taken up at a
senior management level and shall be subjected to enhanced monitoring.

One or more of the following valid self-attested documents may be called for

from the customers as proof of their identity and address:

Type of Customer Documents

In case of Individuals

Identity proof:(Copy of one of the following)
* Income Tax Pan Card

e Passport

* Voter's Identity Card

e Aadhar Card

e Driving License with photo

* Bank Pass Book with photo (Scheduled Bank)
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1X.

Residence proof:(Copy of one of the following)
e Latest Telephone bill

e Latest Electricity bill

* Registered rental/lease/sale agreement

e Passport

¢ Aadhar Card

e Ration Card

* Voter's Identity Card

* Driving License

e Latest Bank Account statement or Bank Pass Book of Scheduled Bank
e Letter from any recognized public authority

e Letter from employer.

Incase of Non-Individual

Identity & Residence proof (Copies of the following)

* Income Tax Pan Card

* Incorporation Certificate & Memorandum & Articles of Association
(Registration Certificate & Deed, incase of Partnership firm/Trust)

e List of Directors/Partners/Trustees along with their bio-data, residential
addresses & copies of their PAN card or Passport.

e Latest sharcholding pattern, along with the list of major shareholders
having more than 25% of holding in case of Company.

* Resolution of the Board of Directors.

e Latest telephone bill or electricity bill or Registered Rental/Lease/Sale

agreement or Shops & Establishment Certificate

In addition to verification through one or more of the above said documents, the
company may also call for suitable introduction by a person known to the
company/group companies. The authorized officials of the company shall verify the
KYC documents obtained from the customers and place the original verified stamp,

name, date and signature of the certifying officer.

(IV) Ceiling & Monitoring of Transactions:

1.

1.

The company normally does not and would not have large cash transactions.
However, if and when cash transactions of Rs.10 lakhs and above are
undertaken, the company will keep proper record of all such cash transactions in

a separate register maintained at its office.

The company shall monitor transactions of a suspicious nature on an ongoing basis
for the purpose of reporting it to the appropriate authorities. The extent of
monitoring by the Company will depend on the risk sensitivity of the account and
special attention will be given to all complex unusually large transactions, which
have no apparent economic or lawful purpose.
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V)

1ii.

The company shall promptly report such high wvalue cash transactions or
transactions of a suspicious nature to the appropriate regulatory and investigating

authorities.

Risk Management and assessment Framework:

The company may categorize its customers into 'High, Medium, Low Risk' according
to risk perceived based on its experience and review it from time to time. The
company may devise procedures for creating risk profiles of its existing and new
customers and apply various Anti-Money Laundering measures keeping in view the

risks involved in a financial transaction or a business relationship.

The company's internal audit and compliance functions shall play an important
role in evaluating and ensuring adherence to KYC policies and procedure, including
legal and regulatory requirement. The internal audit machinery shall be at all points of
time staffed adequately with individuals who are well versed in such policies and
procedures. The company for this purpose, if required, may also engage in dependent
risk management companies/agencies and solicit heir independent opinion. The
compliance in this regard will be put up before the Audit Committee/Board on a

periodical basis.

The Company shall implement ‘Money Laundering (ML) and Terrorist Financing
(TF) Risk Assessment’ exercise 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. and the
outcome of the exercise will be informed to the Board annually. Such risk

assessment shall be based as per the matrix placed at Annexure-A.

All Loans under Chief Minister’s Rojgar Yojana (CMRY) Scheme, Goa Tribal’s
Employment Generation Programme (GTEGP) Scheme & Personal Loan Scheme
and Loans to Government/Government Corporation(s)/Institution(s) are excluded from

the Risk Assessment Matrix being Government schemes or Direct deduction

from salary of Government employee or backed by Government Comfort letter.

The Company shall take a declaration from the applicant/beneficiary owner(s)

stating whether ‘Politically Exposed Persons’(PEP).

Also the Company shall obtain a declaration that the applicants/
customers/beneficial owner(s)name or entity is not appearing in the list of
individuals/entities suspected of having terrorist links, approved by and
periodically circulated by the United Nations Security Council(UNSC) or any
other entities (RBI, FAFF, NIA, MHA).
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(VI) Customer & Staff Education:
The company may have an ongoing employee training programme, so that staff
members are adequately trained in KYC procedures, who in turn may also educate
customer from time to time. The frontline dealing officers shall be fully equipped
with the compliance requirements of KYC guidelines in respect of new customer
acquisition and shall adhere to the Customer Identification & Acceptance procedure
as above. The rationale of KYC guidelines shall be updated periodically to new staff
members also on an ongoing basis. The company shall also prepare an information
data file compiling all relevant particulars of its customers, which may be of a
personal nature. The said data shall also comprise all related KYC information in
respect of existing and past customers. KYC updation of all high risk customers shall
be done once in two years while all other medium and low risk customers to be done

once in 8 years.

Suspicious transactions shall be reported immediately to the principal officer of the
company:

Name: Shri Sayeesh Prabhu

Designation: Deputy General Manager (Law)

Phone:9370918724

Email:sayeeshprabhu@edc-goa.com

VIl)Transaction Of Suspicious Nature:
For identification of suspicious transaction, we should take the precautions which would
be exercised by a man of normal prudence. Some of the indicators of suspicious
transaction are:
a) Involvement of funds for illegal activity in Project in industrial concern.
b) Intending to hide or disguise assets derived from illegal activities.
¢) Intention to evade anti-money laundering guidelines.
d) Customer has no business or apparent lawful purpose and has no linkage with such

business.

VIII)Obligations under Prevention of Money Laundering Act 2002
Government of India, Ministry of Finance, Department of Revenue, vide its notification
dated Julyl, 2005 in the Gazette of India, has notified the Rules under the Prevention of
Money Laundering Act (PMLA), 2002. Section 12 of

PML Act 2002 places certain obligations on EDC as under: -
a) Maintenance of records of transactions

b) Information to be preserved

¢) Maintenance and preservation of record

d) Reporting to Financial Intelligence Unit—India
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The EDC must also preserve and maintain all necessary records pertaining to the identification
of the customer and his address (e.g. copies of documents like passports, Aadhar, identity cards,
driving licenses, PAN, utility bills etc.) during the course of business relationship for at least
eight years from the date of cessation of transaction between the EDC and the customer, so as to

provide, if necessary, evidence for prosecution of persons involved in criminal activity.

IX) Information to be preserved

As per the PML Act, all necessary information in respect of transactions referred to in Rules of
PML Act has to be maintained properly, to permit reconstruction of individual transaction,
including the following information:

a) The nature of the transaction;

b) The amount of transaction

c) The date on which the transaction was conducted; and

d) The parties to the transaction

e) Client due diligence

f) Maintenance of the records of the Identity of clients.

All Department Heads shall take necessary steps to advise their concerned staff about the

importance of compliance with above KYC & PMLA norms for borrowers, as the case maybe.

In addition to the guidelines given under the aforesaid Policy, the company may also
stipulate other guidelines through other policy documents and the same are also to be
adhered to.
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ANNEXURE-A

ML/TF Risk Assessment Matrix Template

Risk Factor Weight (%) (Lowsll\fll;ﬁsg:;lg{igh) Score (1-3) Wg;%l;?d
Customer Type 30
Product/Service/ 25
Security Risk
Geographic 20
Location
Delivery Channel 15
Transaction 10
Pattern
TOTAL >>>
RISK SCORE: TOTAL/100 >>>>>>

Low =1, Medium=2 & High =3

(#PEPs are compulsory to be considered as High Risk).

Risk Factors

Risk Categories

Customer Risk

Low Risk:

Medium Risk:

Management (Post Graduate)/Professional Qualification, Technical Work Expertise>5 years,
Business expertise>10 years, Existing Annual Profit (cash profit)>15% of the required Term
Loan to be raised, Associate concerns profitability (cash profit)>15% of Term loan to be
sanctioned, Regular-CIBIL/Bank Report., Reputed corporates, Existing EDC loanees with good
track records

Only Graduate or only Technical, Technical Work Expertise <5 years, Business expertise-5-10
years, Existing Annual Profit (cash profit)<15% of the required Term Loan to be raised,

Assessment Associate concerns profitability (cash profit)<15% of Term loan to be sanctioned, CIBIL/Bank
Report- Delay in repayments but regularized, Self-employed professionals, Existing MSMEs who
approach EDC for Term Loan for the first time.

High Risk: Below Graduate or no Technical, No Technical Work Expertise, Business expertise<5 years,
Existing Annual Profit (cash profit) is NIL, No Associate concerns, CIBIL/Bank Report with no
past records or new Units. PEPs # (Politically Exposed Persons), Shell companies, cash-intensive
businesses and customers with unclear source of funds, terrorist linkages.
Low Risk: Term loans with 100% security of immovable property(s)/collateral security.
Product/
Service/ Medium Risk: Term loans without security of immovable property(s) but with guarantors.

Security Risk

High Risk: Term Loans without immovable property(s) or personal guarantors.

Low Risk: Units in Industrial Estate/Industrial land, Commercial land and with all approved plans, Units
categorized as 'Green' and '"White' by the Goa State Pollution Control Board (GSPCB).

Geogr?.p hical Medium Risk: Units on leased premises, units highly dependent on coastal region tourists, Units categorized as
Risk . \

Orange' by the GSPCB .

High Risk: Units within CRZ zone, Mining zone and Forest zones. Units categorized as 'Red' by the GSPCB.

Low Risk: In-person verification, Aadhaar-based eKYC.

Delivery Medium Risk: Digital onboarding with video-KYC.

Channel Risk

High Risk:

Non-face-to-face relationships, intermediaries or introducers involved.

Transaction
Risk

Low Risk:

Medium Risk:

High Risk:

Most regular repayment punctuality as per original schedule, No Waivers / reschedulements
availed during currency of last loan from any financial institution including EDC.

Regular with some delay in repayment punctuality as per original schedule, Only reshedulements
but no waivers availed during currency of last loan from any financial institution including EDC.

Irregular or new unit, Waivers and reshedulements availed during currency of last loan from any
financial institution including EDC or New Unit, Frequent large cash deposits.
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The cumulative score obtained from risk scoring shall define the overall client/transactional risk and
those above score of 2.5 shall be categorized as high risk and shall be subject to Enhanced Due
Diligence (EDD).

The EDD shall include obtaining additional information on source of funds and wealth, conduct
independent verification of documents and background check, obtain senior management approval
before onboarding, conduct face-to face verification, source of wealth and funds wverification,
ongoing transaction monitoring, re-assess customer profile every two years. Such high risk clients
with suspicious activity to be reported to FIU-INDIA via STRs ((Financial Intelligence Unit -

Suspicious Transaction Report
Note: Senior management for KYC compliance and Enhance Due Diligence (EDD), shall include

Chief Risk Officer and Managing Director (MD).
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