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Briefing on Compliance to ‘KYC Norms and AML Measures’

June 2, 2006 – Hotel Taj West End, Bangalore

9.30 a.m. – 2.00 p.m.

Due to the overwhelming response received from member banks on the briefing held in April 2006 in Mumbai, a repeat of the ‘Briefing on know your customer (KYC) norms and anti-money laundering (AML) measures’ was held on June 2, 2006 at Bangalore which was organised by  Indian Banks’ Association (IBA) and IBS Intelligence, the consulting arm of IBS Publishing. Chaired by IBS Intelligence, over 100 bankers representing compliance and inspection functions of banks participated in the event, which brought the banking regulator Reserve Bank of India (RBI) and the Financial Intelligence Unit - India (FIU-IND) together as part of the compliance focused forum. Mr. P P Mallya, Chairman & Managing Director, Vijaya Bank while welcoming the bankers stressed the need for each bank to set up guidelines on KYC norms & AML measures. Mr. C P Swarnkar, Chairman & Managing Director, Syndicate Bank in his Opening Remarks felt that banks should focus on acquiring skills for tackling money laundering and the entire staff should be educated/trained on the subject. 

Delivering the Keynote Address, Mr. Anand Sinha, Executive Director-Reserve Bank of India, said that “It’s time for banks to think smart and focus on implementation of anti-money laundering activites. Non-compliance with PML Act by banks will be viewed seriously. Mr. Sinha also called upon banks to adopt technologies like Core Banking Solution to stop money laundering from entering the banking system. Mr. Lalit Srivastava, General Manager, Reserve Bank of India in his presentation said  that “RBI was looking at KYC and AML norms for wire-transfers undertaken by banks. Not all money which is laundered is bad money. There can be instances when income earned through perfectly legitimate means is being laundered because the recipient desires to evade payment of taxes”.

Mr. Sanjeev Singh, Additional Director, FIU-IND, made a detailed presentation to bankers outlining the role and responsibilities of the agency. FIU-IND was set up under the Ministry of Finance vide Government of India’s Office Memorandum dated November 18, 2004, to coordinate and strengthen the collection and sharing of financial intelligence through an effective national, regional and global network to combat money laundering and related crimes. A multi-disciplinary unit headed by a director, its core functions include intelligence management, relationship management, policy review and development. The framework comprises of inputs from diverse sources that span supervisory and regulatory agencies (RBI, SEBI, DCA, IRDA); reporting entities (banking companies, financial institutions, intermediaries); and intelligence and enforcement agencies; with the dissemination of information back to the sources except to the reporting entities.

Covering the legal framework, the areas touched included PMLA 2002, the role of principal officers, scheduled offences under PMLA, and KYC guidelines. Mr. Singh also listed challenges within KYC in verification of identity. Providing further insight into the need for furnishing information, cash transactions and suspicious transactions were expounded in further detail. Analysing suspicious transactions, he mentioned, can be categorized into six specific areas that encompass identification of clients, background of clients, multiple accounts, activity in accounts, nature of transactions and value of transactions. In an effort to encourage banks to comply, FIU-IND has also facilitated easy reporting formats to ensure compatibility with transactional data generated by banks.

The FIU-IND website (www.fiuindia.gov.in) provides exhaustive information that spans the scope of PMLA, as well as other informative inputs useful to bankers. With the Financial Action Task Force (FATF) currently in India for dialogue with the Ministry of Finance, Singh shared his expectations that India would soon be a part of the Egmont Group by June 2006. Expanding the current definition of the FIU, India’s role is expected to increase with combating terrorist financing.

While FIU-IND has been set up to monitor and analyse instances of potential money laundering, RBI has been instrumental in clamping down on defaulters with deterrents and penalties. In his presentation titled ‘IPO Scam — A Lesson for Banks’, Mr. Lalit Srivastava, General Manager, department of banking operations and development, RBI, urged bankers to understand the spirit behind RBI guidelines and policies, sensitizing banks to the impact of failure of systems and non-compliance. Mr. Srivastava elaborated on the need to counter creative techniques used by money launderers in committing financial crimes, discerning between a normal transaction and those facilitated by banks tainted by the IPO scam.

Mr. David Leppan, Founder, World-Check (Asia) in his presentation said that India probably needs to address the issue of KYC norms differently and should focus on high  risk customers. He also felt that banks need to have a system in place  which can track a person who has the network to bring in illegal money into the country. He felt that “With the regulators in Europe and US now insisting that these norms be extended to even vendors of banks and financial institutions, it is only a matter of time before these become applicable to Indian players. There is an increasing awareness about various risks associated in dealing with those who in turn have business relationships with possibly undesirable entities.”

During the Question & Answer session, all speakers responded to a series of interesting questions from the participants. 
A vote of thanks was proposed by Mr. Hari Misra of IBS Intelligence.

Feedback from Speakers

Timely discussions on a critical issue. Percolate the norms to field for appropriate and effective implementation.

C P Swarnkar, CMD, Syndicate Bank
Good response to the Seminar on vital topic. Happy to be associated with it.

Prakash P Mallya, CMD, Vijaya Bank

Kudos to IBA for conducting the seminar. The response shows how much interest has been generated on the subject.

Lalit Srivastava, GM, RBI

The seminar was very interactive and provided a good platform for increasing awareness about PMLA.






Sanjeev Singh, Addl. Director, FIU-IND
India’s future is bright. The  community seems keen and eager. May India have such success.






David Leppan, CEO & Founder,World-Check 

Feedback from Participants

More time should have been allotted on KYC/PML Act by Mr. Lalit Srivastava. Presentation by Mr. David Leppan of World-Check was brief, informative and very useful.
P R S Holla

DGM(P & D), Karnataka Bank Ltd.
The programme could have been for a full day giving more time to the Speakers who had to rush through their presentations.



C Radhakrishnan, 

   Asst. General Manager, State Bank of India

The seminar could have been a full day affair with more deliberations.

                   T P Mathai

              Sr. Manager, Federal Bank Ltd.

Briefing on PMLA should have been in detail. RBI circular of 2004 on KYC/AML should have been discussed in detail.

                                        







K P Sinha

Faculty Member,Central Bk Officers’ Trg.College, Kolkata

Practical issues in maintenance of records. IBA should come out with common process which can be used uniformally across all banks in the interest of level playing filed.

N Sundara Sivarao

Associate Vice President, ING Vysya Bank Ltd.

· Power Point presentations  by :

· Mr. Sanjeev Singh, Addl. Director-FIU-IND

· Mr. Lalit Srivastava-General Manager-RBI

· Mr. David Leppan-CEO & Founder-World-Check
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