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The Chairpersons/ CEOs of all the Regulated Entities
Dear Sir/Madam,

Internal ML/TF risk assessment by REs - Amendment to Master Direction (MD) on KYC

The Master Direction on KYC dated February 25, 2016, is hereby updated to reflect the following
changes in line with Rule 9(13) of the PML Rules 2005:
e A new section (5A) has been added to chapter Il of the MD on KYC requiring REs to

carry out ‘Money Laundering (ML) and Terrorist Financing (TF) Risk Assessment’ exercise
periodically 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. While assessing the ML/TF risk, the REs
are required to take cognizance of the overall sector-specific vulnerabilities, if any, that
the regulator/supervisor may share with REs from time to time. Further, the internal risk
assessment carried out by the RE should be commensurate to its size, geographical
presence, complexity of activities/structure, efc.

Also, the REs shall apply a Risk Based Approach (RBA) for mitigation and management
of the identified risk and should have Board approved policies, controls and procedures in

this regard.

2. The above instructions shall come into force with immediate effect. It may be noted that the first
such internal risk assessment by the REs should be completed by June 30, 2020 and thereafter

reviewed periodically.

Yours faithfully,

(Dr. S. K. Kar)
Chief General Manager
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